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VaZeni akcionari,
vaZeni zamestnanci,
vazeni Eitatelia vyrocnej spravy,

Rok 2019 bol pre skupinu SHP uspeiny rok.
Konsolidovany wysledok EBITDA medzirotne
prudko narastol a dosiahol vy$ku viac neZ 9 mil.
EUR.

Hlavnym uUspechom roka 2019 bola naia
iniciativa na zlepfovanie predajného portfélia a
predajnej vykonnosti. Najvyraznej§im vplyvom
bol narast predajnej ceny, zlepienie mixu a
optimalizacia sortimentu. Toto striktné riadenie
vykonnosti  priniesio  vyznamné medziroéné
zlepienie vysledku (+5,8 mil. EUR), pri doasnom
poklese objemu u vybranych zakaznikov a raste
predajnych cien. Vplyvom prijatych opatreni sme
medzirofne navysili priemerné predajné ceny v
maloobchodnom segmente, najmid na natom
objemovo najvdtiom trhu privatnych znaciek.

Skupina Uspeine napreduje v Specializacii svojich
vyrobnych zdvodov. Efektivne wyuiiva svoje
know-how pri nakupe primdrnej suroviny od
svetovych dodévatelov, aj pri ndkupe druhotnej
suroviny z lokdlnych zdrojov. Nafe znafkové
produkty Harmony a Paloma sa presadzujl
nielen na domacich trhoch, kde sme ui 3. rok za
sebou navyéili nase trhové podiely a jednoznacne
potvrdili nade vodcovstvo. DIhodobé sustredenie
sa na tvorbu udriatelnych zdkaznickych rieSeni a
premyslend inovdcia nam priniesla zaujimavé
prilezitosti doma aj v zahranidi, ktoré sa naplno
prejavia v roku 2020.

Vyznamny pokrok bol dosiahnuty aj v oblasti
riadenia fixnych ndkladov s pomocou cielenych
investicii do automatizdcie vyrobnych procesov.
Iniciativy na zvySenie produktivity a zniZenie
administrativnej zdfaZe priniesli redukciu fixnych
nakladov so zna¢nou medzirefnou Gsporou (-3,2
miliéna EUR}, aj napriek dynamickému rastu ceny
prace.

-% SLOVAK HYGIENIC PAPER GROUP

Dear Shareholders,
Dear Employees,
Dear Readers of this Annual report,

2019 was a successful year for the SHP Group.
The consolidated EBITDA result increased sharply
year-on-year and reached more than 9 mil. EUR.

The main success of 2019 was our initiative to
improve the sales portfolio and sales
performance. The most significant impact was
the increase in the selling price, improved mix
and optimization of the assortment. This strict
performance management brought a significant
year-on-year improvement in the result (+5,8
mil. EUR}, with a temporary decrease in volume
for selected customers and an increase in sales
prices. As a result, we increased average sales
prices in the retail segment, especially in our
largest private labe! market.

The Group is successfully advancing in the
specialization of its production plants. We are
effectively using our know-how when purchasing
primary raw materials from global suppliers, as
well as when purchasing secondary raw
materials from local sources. Our Harmony and
Paloma branded products are successful not only
on domestic markets, where we have increased
our market shares for the third year in a row and
clearly confirmed our leadership. Long-term
focus on the creation of sustainable customer
solutions and thoughtful innovation have
brought us interesting opportunities at home
and abroad, which will be fully manifested in
2020.

Significant progress has also been made in the
area of fixed cost management with the help of
targeted investments in the automation of
production processes. Initiatives to increase
productivity and reduce administrative burdens
have resulted in reduction in fixed costs with
significant YoY savings (-3.2 mil. EUR), despite
the dynamic rise in labor costs,
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Ceny nakupovanych materidlov podas roku 2019
klesali, a taktiet prispeli k ziepienym vysledkom.
V oblasti riadenia doddvatelského refazca sme
benefitovali zo 2lepiujuce] sa wvykonnosti

ndkupnej organizécie a rozvoja viastnej ndkupnej

siete na obstaranie plne obnovitelnej suroviny.

Projekt investicie do nového papierenského
stroja v Palome pokratoval podfa plénu. Od
investicie sa ofakdva zleplenie ndkladovej
situdcie v zédvode %loma, podstatné znitenie
prevddzkovych rizik, Zlepenie kvality papiera a
zvyienie kapacity vyroby s ciefom uspokojit
rastiici dopyt v reglélre. Novy papierensky stroj
bude v pinej prevadzke v 4. kvartdli 2020.

Zakladdme si na na3om kvalitnom time ludi, ktori
sti garanciou udriatelnosti vysledkov a
pozitivnych zmlen realizovanych v roku 2019,
Nové iniciativy vyty&ené pre skupinu na rok 2020,
na%a agilita v reakcii na prileitosti a sistredenie
sa na budovanie zdkaznickych rie3eni mi dédvaju
déyeru prisfibif, Ze rok 2020 bude dal3im
tspeSnym rokom v nadej 200 rolne] tradicii
wvyroby hyglenickych rieend.

Citim, Ze sme na spravnej ceste a chcel by som sa
podakoval nadim akciondrom, vietkym nadim
zamestnancom a dbchodnym partnerom za
trvalt podporu a speluprécu.

L HYGIEHIC FAFER GRAQUF

Prices of purchased materials were decreasing
during 2019, and also contributed to improved
results. In the area of supply chain management,
we benefited from the improving performance of
the purchasing organization and the
development of our own purchasing network to
procure a fully renewable raw material.

The investment project for a new paper machine
in Paloma continued according te plan, The
investment is expected ]o improve the cost
situation at the Paloma plant, significantly
reduce operational risks, improve paper guality
and increase productiorl capacity to meet
growing demand in thel region. New paper
machine will be fully operational in 4-th quarter
2020.

We rely on our quality team of people who
guarantee the sustainability of results and the
positive changes implemented in 2019. The new
initiatives set for the Group for 2020, our agility
in responding to opportunities and focus on
building customer solutions give me the
confidence to promise that year 2020 will be
another successful year injour 200-year tradition
of manufacturing hygiene solutions.

1feel that we are on the right path and would like
to thank our shareholders, all our employees and
business partners for ongoing support and
cooperation,

Vyrofnd spriva 2019



1. PRODUKTY A DISTRIBUCIA
Marketing, stratégia a znacky

Vo svojich aktivitach spoloénost SHP Group
nadvdzuje na viac ako 200-ronu tradiciu vyroby
papiera, ale zarover stavia na inovdcidch,
modernych formach predaja a komunikacie.
KlGéova ulohu v tomto hraju vlastné znacky, a to
Harmony a Paloma.

Znatka Harmony je pritomnd najmi na trhoch
strednej Eurépy a Balkdnu, ale aj vo viacerych
krajindch zapadnej Eurdpy. Znacka Paloma je
dominantnou najmd v regidne Balkanu,
zaujimavé predaje zaznamendva aj napriklad vo
Velkej Britanii alebo Nemecku. Obidve znagky
ponukaju Siroké portfélio toaletnych papierov,
kuchynskych utierok, vreckoviek, obruskov a
kozmetickych utierok.

Znatky uspedne ponuikaju aj svoje B2B portfélio,
ktoré pokryva potreby profesionalnej hygieny
pod znackami Harmony Professional a Paloma
Professional. Znacky s okrem svojich domacich
trhov Uspeiné aj v Raklsku, Svajtiarsku ¢
Madarsku.

Rok 2019 sa niesol v duchu oslavy 190. vyroéia
vyroby papiera v zavode v Harmanci, ktoré sa
nam podarilo dostat do povedomia zakaznikov a
partnerov aj prostrednictvom kampane a
limitovanej edicie s folklérnou tématikou.

Produktové novinky

V ramci produktového portfélia sme sa v roku
2012 zamerali na wvyvoj a podporu predaja
toaletnych papierov a papierovych utierok.

V aprili 2019 sme uviedli na trh limitovanua ediciu
Harmony Folklor uréenu primérne pre slovensky
a tiastolne pre Cesky trh. Jej cielom bola podpora
predaja prave cez aktudlnu tému folkléru, ktord
rezanuje aj v retaile a zaroveri odkomunikovat
190. wyrofie zavodu v Harmanci. Limitovani
edicia pokryva celé portfdlio a potas leta bola
podporena aj online kamparfiou.

_% SLOVAK HYGIENIC PAPLR GROUP

1. Products and distribution
Marketing, strategy and brands

Activities of SHP Group follow its more than 200
years tradition of paper production but on the
same time builds on innovation, modern form of
sales and communication. Key role is played by
own brands of company: Harmony and Paloma.

Harmony brand is present mostly on markets of
central Europe and Adria, but also on various
markets of Western Europe. Paloma brand is
dominant mostly in Adria region, but significant
sales are delivered also from Great Britain or
Germany. Both brands offer wide portfolio of
toilet paper, paper towels, handkerchiefs,
napkins and facial towels.

Both brands also offers their B2B portfolios
which cover needs of professional hygiene under
brands Harmony Professional and Paloma
Professional. Brands are successful also in
Austria, Switzerland or Hungary on the top of
their domestic key markets.

The year 2019 was in the spirit of celebrating the
190th anniversary of paper production at the
Harmanec plant, which we managed to bring to
the attention of customers and partners also
through a campaign and a limited edition with a
folkiore theme.

Product novelties

As part of our product portfolio, in 2019 we
focused on developing and supporting the sale of
toilet paper and paper towels.

In April 2019, we launched a limited edition
Harmony Folklér aimed primarily at the Slovak
and partly at the Czech market. Its goal was to
support sales through the current topic of
folklore, which also resonates in retail, and at the
same time to communicate the 190th
anniversary of the Harmanec plant. The limited
edition covers the entire portfolio and was
supported by an online campaign in summer.

Vyrofnad sprava 2019



V septembri sme uviedli na vietky nade trhy
strednej a zdpadnej Eurdpy nové portfélio
papierovych utierok. Zmenou oproti pédvadnému
portféliu bola nastavend segmentdcia do 3
drovni: Everyday: univerzdlne utierky na beiné
pouZitie, Good for Food: kuchynské utierky
vyvinuté pre pouZitie v kuchyni a Expert: utierky
pre 3pecidlne pouiitie pri  upratovani
domacnosti, v garaZi alebo pri starostlivosti o
domace zvierata. Zarovenn sme do portfdlia
uviedli monorole s dlhymi ndvinmi. Dévodom je
ich rastuca oblUbenost a 2vy3ujuci sa podiel
predajov na vietkych nasich kfugowvych trhoch.
Nove portfdlio bolo v 4. kvartali 2019 podporené
online kampanou na slovenskom trhu, awv1.
kvartali 2020 na ceskom trhu.

Na balkanskych trhoch sme sa v 2. polroku 2019
zamerali na reviziu portfélia toaletnych papierov.
Revizia zahffala ndkladova optimalizaciu
produktov, rebranding a zlifenie vyrobkov
znatky Celex pod znatku Harmony a Gplne nové
obaly. Uelom je zatraktivnenie portfdlia na
ciefovych trhoch a zameranie sa na jednu znacku,
ktoré nam pomoZe k rychlej$iemu budovaniu
znacky Harmony na tychto trhoch ruka v ruke so
znatkou Paloma.

V roku 2020 sa zameriame na revizie portfdlia
papierovych utierok pre balkdnske trhy podla
vzoru portfdlia pre stredmi Eurépu. Bude zahfria¥
nakladovd optimalizaciu, nastavenie novej
segmentdcie a nové obaly. Dal3ou iniciativou pre
rok 2020 je kompletna revizia portfélia
hygienickych vreckoviek a kozmetickych utierok
Harmony.

Harmony Professional a Paloma Professional

V segmente profesiondlnej hygieny ,Away from
Home” sme v roku 2019 podporovali aktivity
zamerané na rozvoj znacky a spolupracu so
strategickymi partnermi na klu€ovych trhoch.
Rovnako aj v tomto segmente sa pripravujeme
na presun do online priestoru, &i uz vo forme
novej web stranky, tak aj prostrednictvom
cielenej online komunikacie.

_@ SLOVAK HYGIENIC PAPER GROUP

In September, we launched a new portfolio of
paper towels for all our Central and Western
European markets. The change from the original
partfolio was set to segmentation into 3 levels:
Everyday: universal towels for everyday use,
Good for Food: kitchen towels developed for use
in the kitchen and Expert: towels for special use
in household cleaning, garage or care for pets. At
the same time, we introduced monoroles with
long coils into the portfolio. The reason is their
growing popularity and increasing share of sales
in all our key markets. The new portfolio was
supported in the 4th quarter of 2019 by an online
campaign on the Slovak market, and in the 1st
quarter of 2020 on the Czech market.

In the Adria markets, we focused on the revision
of the toilet paper portfolio in the second half of
2019. The revision included cost optimization of
products, rebranding and merging of Celex brand
products under the Harmony brand, and
completely new packaging. The purpose is to
make the portfolio more attractive on the target
markets and focus on one brand, which will help
us to build the Harmony brand faster on these
markets hand in hand with the Paloma brand.

In 2020, we will focus on revising the paper towel
portfolio for the Adria markets according to the
portfolio model for Central Europe. It will include
cost optimization, new segmentation setup, and
new packaging. Another initiative for 2020 is the
complete revision of Harmony's portfolio of
handkerchiefs and facial towels.

Harmony Professional and Paloma Professional

In the "Away from Home" professional hygiene
segment, we supported activities aimed at brand
development and cooperation with strategic
partners on the key markets. Also in this
segment, we are preparing to move to the online
space, both in the form of a new website and
through targeted online communication.

Vyrodna spréva 2019



Decor

Harmony obrusky pontikaji zdkaznikom spojenie
elegancie, jednoduchosti a najnoviich trendov v
stolovani. Tieto trendy sme aj tento rok pretavili
do kolekcii obriskov pod znatkou Harmany, a to
Harmony Prima, Harmony Colour Collection,
Harmony potlagené obrasky, Harmony Decor
Collection a Harmany Royal Collection. V ramci
kolekcii pondkame abrusky réznych velkosti a
prevedeni. Novinkou, ktord sme prezentovali aj
na vystave Paperworld Frankfurt, je eco-friendly
portfélio s cielom priniest ponuku aj pre
zakaznikov, ktori sa snaZia eliminovat mnoistvo
pouZivanych plastov. Z vystavy si odnaSame
pozitivny feedback aj daldie ponuky spoluprace.

V roku 2020 sa chceme zamerat na optimalizaciu
portfélia s ddrazom na sezénne vyuzitie
obriskov. Zarovert sa komunikaéne chceme viac
zamerat na online média, & u vo forme nového
online kataldgu, ale aj komunikicie najmi cez
socidlne média.

Marketingova komunikacia Harmony

Rok 2019 sme na Slovensku a v Cechéach zaéali
silnou televiznou kampariou. Kampan bola
zamerana na podporu a komunikaciu nového 4-
vrstvového toaletného papiera Harmony
Exclusive a televizia bola podporena online
kampariou. Samotny produkt povaiujeme za
uspesny, tvori 90% predaja znackowych 4-
vrstvovych toaletnych papierov v Cechach aj na
Slovensku.

Dalgi milnik v ramci komunikacie znatky bola
online kampail na podporu Harmony Folklér,
ktora prebiehala polas leta na Slovensku.
Kampari bola dspeind, zaznamenali sme silny
engagement (komentare, zdiefania, emotikony).
Kli€ovym elementom bolo online video, ktoré
malo viac ako 500.000 zhliadnuti na YouTube,
Facebooku a Instagrame. Koniec roka bol v
znameni online kampane na podporu nového
portfélia papierovych utierok Harmony.

—% SLOYAK HYGIENIC PAPER GROUF

Decor

Harmony napkins offer customers a combination
of elegance, simplicity and the latest trends in
dining. This year we transformed these trends
into collections of napkins under the Harmony
brand, namely Harmony Prima, Harmony Color
Collection, Harmony printed napkins, Harmony
Decor Collection and Harmony Royal Collection.
Within the collections we offer napkins of various
sizes and designs. A novelty, which we also
presented at the Paperworld Frankfurt
exhibition, is the eco-friendly portfolio with the
aim of bringing an offer also for customers who
are trying to eliminate the amount of used
plastics. We receive positive feedback from the
exhibition and other offers of cooperation.

In 2020, we want to focus on portfolio
optimization with an emphasis on the seasonal
use of napkins. At the same time, we want to
focus more on online media, whether in the form
of a new online catalog, but also on
communication, especially through social media.

Marketing communication Harmony

We started the year 2019 in Slovakia and the
Czech Republic with a strong television
campaign. The campaign focused on the
promotion and communication of the new 4-ply
Harmony Exclusive toilet paper, and television
was supported by the online campaign. We
consider the product itself to be successful,
accounting for 90% of sales of branded 4-ply
toilet papers in the Czech Republic and Slovakia.

Another milestone in the brand's communication
was the online campaign in support of Harmony
Folklor, which took place during the summer in
Slovakia. The campaign was successful, we
noticed strong engagement (comments, shares,
ematicons). A key element was the online video,
which had more than 500,000 views on YouTube,
Facebook and Instagram. The end of the year was
marked by an online campaign to support
Harmony's new paper towel portfolio.

Vyroénd spréva 2019



Paloma

Znatka Paloma si vroku 2019 udriala poziciu
¢islo 1 medzi znackovymi hraémi v Slovinsku.
Cielom na nasledujuce roky je nielen udrianie
pozicie na slovinskom trhu, ale aj zlepsenie
pozicie na Balkane, adosiahnutie aspofi 2.
pozicie na tychto trhoch.

Marketingové aktivity sa pofas roka zameriavali
na prémiové produkty aich promédcie s ciefom
zvysit image znacky a zabezpeéit vysokd lojalitu
znacke tieZ do buddcna.

Vramci portfélia toaletnych papierov sme sa
zameriavali na produktové linie Exclusive. Uviedli
sme 2 linie Exclusive Soft a Exclusive Plus,
z ktorych kazda adresuje Specifickd potrebu trhu.
Nasa prémiovd linia Deluxe bola tieZ
aktualizovana, vylepiena azlifend s liniou
Sensitive Care 4ply. Dalsim uspechom bolo aj
spustenie limitovanej edicie Summer.

Marketingova komunikdcia Paloma

Podpora znatky vroku 2019 stala na dvoch
hlavnych pilieraoch. Televizna reklama v druhom
polroku, zamerand na hlavnd imidZowi
produktovi liniv Deluxe, a digitdlne média poéas
celého roka, kde sme vyuiili vietky moderné
kandly na budovanie imidzu znacky a propagéciu
noviniek. Na Facebooku bol prekonany milnik
100.000 followerav stranky Paloma.

Novinkou roka bola aktivacia (€tu na Instagrame
a Uzka spolupraca s influencermi, ktord cennym
obsahom prispela k u¢tom Palomy na socialnych
sietach.

Prelomom bolo spustenie kampane
#PalomaWintermoments, kde sme na nafom
kanali YouTube dosiahli viac ako 140.000
zobrazeni.

Webova stranka Paloma bola znovu spustend s
vytepSenou Castou Kariéra, ktord je teraz ovela
vyraznejdia a uZivatelsky privetivejiia.

—% SLOYAK HYG | IWIC PAPER GROUP

Paloma

The Paloma brand kept No. 1 position of brand
players in Slovenia. The goal for the coming years
is not only to maintain our position in the
Slovenian market, but also to improve our
position in the Adria region, and to achieve at
least the 2nd position in these markets.

During the year, marketing activities focused on
premium products and their promotions in order
to increase the brand image and ensure high
brand loyalty in the future.

Within the portfolio of toilet papers, we focused
on the Exclusive product lines. We have
introduced 2 lines, Exclusive Soft and Exclusive
Plus, each of which addressing specific market
need. Qur premium Deluxe line has also been
updated, improved and merged with the
Sensitive Care 4ply line. Another success was the
launch of the limited edition Summer.

Marketing communication Paloma

Brand support in 2019 was based on two main
pillars. Television advertising in the second half
of the year, focused on the main image-driving
product line Deluxe, and digital media
throughout the year, where we used all modern
channels to build the brand image and promote
the Brand novelties. On Facebook, the milestone
of 100,000 followers of the Paloma account was
surpassed.

The novelty of the year was the activation of an
Instagram account and close cooperation with
influencers, which contributed valuable content
to Paloma's social media accounts.

A breakthrough was the launch of the
#PalomaWintermoments campaign, where we
achieved more than 140,000 views on our
YouTube channel.

Paloma website has been relaunched with an
improved Career section, which is now much
more highlighted and user-friendly.

Vyrolna sprdva 2019



Certifikaty a audity

V roku 2019 zavody skupiny SHP presli viacerymi
typmi auditov a ziskali alebo potvrdili platnost
doleiitych certifikatov, ktoré si nevyhnutnou
podmienkou pre spolupracu s nadndrodnymi
obchodnymi retazcami.

Dozorovy audit podla revidovane] normy SO
9001:2015 a 14001:2015 potvrdil efektivne
fungovanie systému manazérstva kvality a
manazérstva Zivotného prostredia vo vietkych
zavodoch, zavod Paloma navy3e Uspesne presiel
aj auditom Bezpetnosti a ochrany zdravia pri
prédci podla Standardu OHSAS 18001:2007.

V zivere minutého roka sme ukonéili proces
implementacie systému riadenia hezpeénosti
dodavatelského retazca podla normy 1SO 28000
Uspeinym certifikatnym auditom zdvodu SHP
Slavo3ovce a skupinového riadenia
dodévatelského retazca v Harmanci. Tymto sme
splnili poZiadavku nevyhnutna pre daldiu
spolupracu s najvacsim zakaznikom spoloénosti
SHP Slavosovce.

Nas zdujem etablovat sa ¢oraz viac aj na trhoch
zdpadnej Eurdpy dokladujeme opitovnym
splnenim eurdpskeho Standardu IFS HPC
{Household and Personal Products) zameraného
na bezpeénost produktu a ochranu produktu pre
koncového zakaznika. PoZiadavky 3tandardu
zasahuji do vietkych procesov, vyZaduju
systémové rieienia a kontroly a ich cielom je
eliminovat akékolvek moZnosti kontaminacie
vyrobkov. V oktobri 2019 sme obhdjili vysledok
LHigh level” v plneni tohto 3$tandardu
certifikatnym auditom v zdvode Slavo3ovce.
Percentudlne zlep3enie blizke High Level sme
dosiahli aj potas certifikaénych auditov v
zdvodoch Harmanec, Celex a Paloma. Platnost
certifikdtu sa potvrdzuje na rolnej baze
opatovnymi auditmi.

-Q SLGYAK HYGIENIC PAPER GROUP

Certifications and audits

In 2019, the SHP Group plants passed several
types of audits and obtained or confirmed
important certificates, which are the inevitable
condition for cooperation with international
retail chains.

The supervisary audit according to the revised
ISO 9001:2015 and 14001:2015 standard
confirmed the effective functioning of the quality
management and environmental management
system in all plants, and the Paloma plant also
successfully passed the Occupational Health and
Safety audit according to the OHSAS 18001:2007
standard.

At the end of last year, we completed the process
of implementing the supply chain security
management system according to the ISO 28000
standard by a successful certification audit of the
SHP Slavo3ovce plant and group supply chain
management in Harmanec. We have thus
fulfilled the requirement necessary for further
cooperation with the largest customer of SHP
Slavo3ovce.

Our interest in establishing our brands more and
more in Western European markets s
demonstrated by meeting the European
standard of product safety and protection for the
end customer {IFS HPC). The requirements of the
standard extend to all processes, require system
solutions and contrals to eliminate any
possibility of product contamination. In October
2019, we defended the rating "High level" in the
fulfillment of this standard by a certification
audit at the Slavo3ovce plant. We also achieved a
percentage improvement close to the High Level
during certification audits at the Harmanec,
Celex and Paloma plants. The validity of the
certificate is confirmed on an annual basis by re-
audits.

Vyroénd sprava 2019



Absolvovali sme UuspeSne aj niekolkoe typov
auditov pre zdkaznikov, ktori maju svoje
samostatné Standardy a na kontrolu ich plnenia
st vyzadované samostatné audity — Tesco audit v
Harmanci a SlavoSovciach a IKEA IWAY audit a
IKEA Farestry v Slavodovciach.

Vietky zavody obhajiti FSC certifikit (Forest
Stewardship Council), & je 3tandard pre
certifikaciu spracovatelského retazca a definuje
poZiadavky vzfahujuce sa k pévodu primarnej
suroviny pouzitej na nase vyrobky. Ekologicky
postoj spolotnosti dokladuju aj certifikdty ako
Nordic Ecolabel a Blue Angel.

Absolvovanim auditu etickej a socidlnej
zodpovednosti Sedex v Harmanci a BSCl v Celexe
deklarujeme, %e etickd zodpovednost voti
zamestnancom ako aj okoliu je na drovni
vyzadovanej medzindrodnymi $tandardami.

_Q SLOVAK HYGIENIC PAPER GROUP

We have also successfully passed several types of
audits for customers who have their own
standards and separate audits are required to
control their fulfillment - Tesco audit in
Harmanec and Slavo3ovce, and IKEA JWAY audit
and IKEA Forestry in Slavo3ovce plant.

All plants have upheld the FSC (Forest
Stewardship Council) certificate, which is the
standard for the manufacturing chain
certification and defines the requirements
relating to the origin of the primary material used
in our products. Nordic Ecolabel and Blue Angel
confirm the company's ecological attitude.

By successfully completing Sedex ethical and
social responsibility audit in Harmanec plant, and
BSCl's ethical and social responsibility audit in
Celex plant, we declaree that ethical
accountability to employees and to the
environment is at the level required by
international standards.

Vyrofnd sprava 2019
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Teritoridlna Struktira predaja 2019

# Nemecko, Rakiisko

= Chorvétsko, Slovinsko

® Slovenska republika

» Ceska republika

= Bosna a Hercegovina, Srbsko,
Maceddnsko, Montenegro

= Holandsko

= Pol'sko, Dansko

= Spojené kralovstvo

u ostatné krajiny

Teritoridlna Struktira predaja 2018

® Nemecko, Rakdasko

= Chorvétsko, Slovinsko

# Slovenska republika

# Ceskd republika

= Bosna a Hercegovina, Srbsko,
Macedonsko, Montenegro

® Holandsko

» Polsko, Ddnsko

» Spojené kralovstvo

® ostatneé krajiny
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SLOVAK HYGIEHWIC PAPER GROUP

Structure of 2019 sales by territory

® Germany, Austria

® Croatia, Slovenia

s Slovak Republic

® Czech Republic

m Bosna and Herzegovina, Serhia,
Macedonia, Montenegro

B Netherlands

= Poland, Denmark

m United Kingdom

® Other countries

Structure of 2018 sales by territory

m Germany, Austria

# Croatia, Slovenia

= Slovak Republic

# Czech Republic

= Bosna and Herzegovina, Serbia,
Macedonia, Montenegro

= Netherlands

a Poland, Denmark

w United Kingdom

m Other countries

Vyrofna sprdva 2019
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Vyrobkova Struktara predaja 2019

= Toaletny papier

= Papierové obrisky

= AFH vyrobky

= Papierové vreckovky
# Kuchynské utierky

= Jumbo rolky

® Obrasky na tvar

Vyrobkova Struktira predaja 2018

= Toaletny papier

® Papieroveé obrisky

= AFH vyrobky

= Papierové vreckovky
= Kuchynské utierky

= Jumbeo rolky

8 Obrasky na tvar

AT

SLOYAK HYGIEHIC PAPER GROUP

Structure of sales 2019 by product group

= Toaletny papier

® Papierové obrisky

s AFH vyrobky

® Papierové vreckovky
m Kuchynské utierky

® Jumbo rolky

a Obrusky na tvar

Structure of sales 2018 by product group

u Toilet paper

® Paper napkins

= AFH products

® Paper handkerchief
& Kitchen towels

® Jumbo reels

u Facial tissue

Vyrodnd spréva 2019
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SLOVAK HYGIENIC PAPER GROUP
2. EKONOMICKE VYSLEDKY
Konsolidovany vykaz sihrnnych ziskov a strat
za rok kon€iaci sa 31. decembra 2019
{v tis. EUR)
2019 2018

Vynosy z predaja vlastnych vyrobkov a tovaru 201578 204 506
Vynosy z peskytovania sluiieb 473 460

202 051 204 966
Zmena stavu zésob -1645 4480
Spotreba materidlu a energie -128 961 -142 810
N3klady na predany tovar -3094 -4 785
Spotreba sluZieb -23383 -27 250
Osobné naklady -34 822 34782
Odpisy -8 108 -6 420
Ostatné ndklady -2 848 2 882
Ostatné vynosy 2299 1343
Urokové naklady -362 -412
Ostatné finan&né naklady -293 413
ZI5K/({STRATA) PRED ZDANENIM 834 -8 965
Dan z prijmov 173 225
2ISK/(STRATA) PO ZDANEN( 1007 -8 740
OSTATNY SUHRNNY ZISK
2Zisk/{strata) zo zabezpecovacich nastrojov po zdaneni 0 175
CELKOVY SOHRNNY ZISK/{STRATA) ZA ROK 1007 -8 565
Zisk/(Strata} za rok pripadejica na:
Nekontrolny podiel ostatnych viastnikov dcérskych spolo€nosti 557 -3 899
Akciondra spoloénosti 450 -4 841
CELKOM 1007 -8 740
Celkovy sithrnny Zisk/{Strata) za rok pripadajica na:
Nekontrolny podiel ostatnych vlastnikov deérskych spoloénosti 557 -3782
Akciondra spolotnosti 450 -4 783
CELKOM 1007 -8 565

Vyrofnd spriva 2019
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Konsolidovany vykaz o finanénej pozicii
k 31. decembru 2019
(v tis. EUR)

AKTIVA

OLHODOBE AKTIVA

Budovy, stavby, stroje a zariadenia
Aktivum s pravom na uZivanie
Nehmotny majetok

Finanéné investicie

Dlhodobé pohfadavky

Dlhodobé aktiva celkom

OBEZNE AKTIVA

Zasoby

Pohladavky

Dariové pohladavky

Peniaze a pefiainé ekvivalenty
Obeiné aktiva celkom

AKTIVA CELKOM

VLASTNE IMANIE A ZAVAZKY:

VLASTNE IMANIE

Zakladné imanie

Ostatné rezervy

Ostatné fondy

Rezerva z kurzového prepoctu

Nerozdeleny zisk/neuhradend strata

Vlastné imanie celkom pripadajice na akciondra spolonosti

Nekontrolny podiel ostatnych viastnikov dcérskych spolocnosti
Vlastné imanie celkom

DLHODOBE ZAVAZKY
Uver od spriaznenej osoby
Uvery a pbzitky

Finanény lizing

OdloZeny dafovy 2avizok
Zamestnanecké poiitky
Iné dihodobé zavazky
Dlhodobé zavazky celkom

KRATKODOBE ZAVAZKY

Zdvizky z obchodného styku a iné zavizky
Uvery a pdlitky

Finanény lizing

Danové zavazky

Ostatné kratkodobé zdvizky

Kratkodobé zdvazky celkom

Zdvizky celkom

VLASTNE IMANIE A ZAVAZKY CELKOM

_Q SLOVAK HYGIENIC PAPER GROUP

31. decembra 2019

31. decembra 2018

73 050 69 355
3031 0
2463 2748

33 51
2 4

78579 72158

34 663 37 664

29 108 33081

95 145

10 698 19 028

74564 89918

153143 162 076

20964 20 964

6503 6503

106 106
-658 -663
-2626 3076
24 289 23834
o 47769 47 212
72058 71046
21895 21895
0 0
1262 9
1632 1843
1820 1924
2136 2397

28 745 23068

47054 53389
2445 8412
1798 10

15 5
1028 1146
52 340 62 962
81085 91030
153143 162 076

Vyrofnd spriva 2019
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SLOYAK HYGIEHIC PAPER GROUP
2. ECONOMIC RESULTS
Consolidated Statement of Comprehensive Income
for the year ended 31 December 2019
(in EUR thousand)
2019 2018

Sales of own products and merchandise 201578 204 506
Revenues from provided services 473 460

202 051 204 966
Change in inventory -1645 4480
Consumption of raw material and energy -128 961 -142 810
Cost of merchandise sold -3 094 -4 785
Costs of services -23 383 -27 250
Labour costs =34 822 -34782
Depreciation and Amortisation 8108 -6 420
Other operating costs -2848 -2 882
Other revenue 2299 1343
Interast expense -362 -412
Other financial costs -293 -413
PROFIT/{LOSS) BEFORE TAX 834 -8 965
Corporate income tax 173 225
PROFIT/{LOSS) FOR THE PERIOD 1007 -8 740
OTHER COMPREHENSIVE INCOME
Profit/(loss) from hedging instruments after tax 0 175
TOTAL COMPREHENSIVE INCOME /{LOS55) FOR THE YEAR 1007 -8 565
Profit/{loss) for the year attributable to:
Non-controlling interests 557 -3 899
Owners of the parent Company 450 -4 841
TOTAL 1007 -8 740
Total Comprehensive income/(ioss) for the year attributable to:
Non-controlling interests 557 -3782
Owners of the parent Company 450 -4783
TOTAL 1007 -8 565

Vyrotnd sprdva 2019
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Consolidated Statement of Financial Position
as of 31 December 2019
{in EUR thousand)

_% SLOYAK HYGIENIC PAPER GROUF

31 December 2019 31 December 2018
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 73050 69 355
Right of use assets 3031 0
Intangible assets 2463 2748
Investment property 33 51
Non-current receivables 2 4
Total non-current assets 78579 72158
CURRENT ASSETS
Inventories 34 663 37 664
Trade receivables 29108 33081
Tax receivables 95 145
Cash and cash equivalents 10 698 19 028
Total current assets 74 564 39918
TOTAL ASSETS 153 143 162 076
EQUITY AND LIABILITIES:
EQUITY
Share capital 20964 20964
Other reserves 6503 6503
Other funds 106 106
Translation reserve -658 -663
Retained earnings -2 626 -3076
Total equity attributable to the shareholder of the Company 24 289 23834
Non-controlling interests 47 769 47 212
Total equity 72058 71046
NON-CURRENT LIABILITIES
Loans obtained from related party 21895 21895
Loans and borrowings 0 0
Financial leasing 1262 9
Deferred tax liability 1632 1843
Employee benefits 1820 1924
Other non-current liahilities 2136 2397
Total non-current liabilities 28745 28068
CURRENT LIABILITIES
Trade and other liabilities 47 054 53 389
Loans and berrowings-current portion 2445 8412
Financial leasing-current portion 1798 10
Tax liabilities 15 5
Other current liabilities 1028 1146
Total current liabilities 52 340 62 962
Total liabilities 81085 91030
TOTAL EQUITY AND LIABILITIES 153 143 162 076

Vyrotnd sprava 2019
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3. SKUPINA SHP
VYROBNE SPOLOCNOSTI

SHP Harmanec, a.s.

Harmanec, Slovenskd republika

Papierensky stroj PS 7: kapacita 46 000 t/rok
Spracovanie: toaletny papier, papierové
vreckovky, kuchynské utierky, obrasky na tvar,
skladané utierky

_% SLOYAK HYGIEMIC PAPER GROU?

3. SHP GROUP
PRODUCTION COMPANIES

SHP Harmanec, a.s.

Harmanec, Slovak Republic

Paper machine PM 7: capacity 46 000 t/year
Productian: toilet paper, paper towels, kitchen
towels, facial tissues, folded towels

Zakladné udaje 2019/2018
Basic data 2018 2019 (%)
Predajna produkcia . 50 704 45767 -9,7%
Saleable production

Investicie tis. EUR 521 229 -56,0%
investments EUR ths.

Zamestnanci - priemer Osoby 483 437 -9.,5%
Employees - average Persons

V oblasti produkcie papiera sme medziroéne zvysili
celkovu lcinnost vyroby na PS7 o 2 %, zarovei viak
znizujeme nadalej priemerné ploiné hmotnosti
ovplyviiované poiiadavkami trhu. Toto spdsobuje
nizSiu celkovil vyrobu v tanach, t.z. pri zniZovanej
priemernej gramazi papiera.

Na spracovani papiera do findlnych produktov sme
sa zameriavali na projekty zvySovania celkovej
utinnosti (OEE) vyroby, kde sme dosiahli vwznamné
zlepSenia, cca o 10 % na linkach vyrabajlcich
skladané vyrobky resp. o 5 % na strojoch uréenych
pre vyrobky rolované.

V oblasti investinej Cinnosti sa zdvod v Harmanci
zaoberal realiziciou investiénych akcii s kratkou
navratnostou do inovativnych zakaznickych riedeni
a rastu automatizacie. Tymto aktivitdm boli
podriadené aj projekty a naklady udrzby a investicii,
¢i uZ v oblasti vyroby papiera (rekondtrukcia POPE
navifiovaca, pritlacného valca), tak aj v oblasti
spracovania - optimalizdcia vyroby na linke FA 2
vyrabajicej facial tissue produkty po jej
automatizacii.

In the area of paper production, we increased
the overall production efficiency on PM7 by 2%
year-on-year, but at the same time we continue
to reduce the average flat weights driven by
market requirements. This results in lower total
production in tonnes, i.e. at reduced average
paper weight.

On the processing of paper into final products,
we focused on projects to increase the overall
efficiency {QEE} of production, where we
achieved significant improvements, about 10%
on lines producing folded products or by 5% on
machines for rolled products.

in the area of investment activities, the
Harmanec plant dealt with the implementation
of investment projects with a short return on
innovative customer solutions and automation.
Projects and costs of maintenance and
investments were also subordinated to these
activities, both in the area of paper production
{reconstruction of POPE winder, pressure roller)
and in the area of processing - optimization of
production on the FA 2 line producing facial
tissue products after its automation.

Vyrotnd sprava 2019
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SHP Slavoiovce, a.s.

Slavo3ovce, Slovenska republika
Papierensky stroj PS 8: kapacita 19 000 t/rok
Spracovanie: papierové obrusky

_Q SIOVAK HYGIENIC FAPER GROUP

SHP Slavo3ovce, a.s.

Slavodovce, Slovak Republic

Paper machine PM 8: capacity 19 000 t/year
Production: paper napkins

Zakladné udaje 2019/2018
2018

Basic data 2019 (%}
Predajna produkcia 15747 14 391 8.6%

, t ,
Saleable production
Investicie tis. EUR 1056 292 -72,3%
Investments EUR ths.
Zamestnanci - priemer Osoby 255 252 -1,2%
Employees - average Persons

V roku 2019 sme vykonali generdlnu opravu
suiaceho valca na papierenskom stroji. Po
generdlnej oprave stroj opit pracuje v stabilnom
refime. Spolofnost realizovala projekt na prestavbu
Paro-kondenzaéného systému. Medziro€na uspora
po uspe$nom ukonfeni projektu predstavovala
9,4% v spotrebe zemného plynu.

Na spracovatelskych linkach doslo k velkej zmene
sortimentnej  skladby.  ZvySenym  vykonom
spracovatelskych liniek sme dokazali zvysit objem
vyroby v poite kusov danych obriskov o 6,5%.

UspeZne sme zatali s postupnym presunom vyroby
zo zdvodu Paloma, kde sme zaznamenali aj prvé
objemy pre koncového odberatela na TCF papier na
nemecky trh, bez pripomienok. Dany projekt je
jednym z nosnych aj do nasledujiceho obdobia,
kedy ofakdvame zmenu zakaznickeho portfélia pre
zakaznikov Palomy v celkovom objeme do 5%
celkovej kapacity zavodu.

Nakoltke skupina SHPGroup momentalne alokuje
svoje kapacity na pripravu nového papierenského
straja v sesterskom vyrobnom zédvode Paloma Sladki
Vrh, v oblasti investitnej finnosti sa zavod v
Slavosovciach zacberal realizaciou investiénych
akcii s kratkou navratnostou do inovativnych
zakaznickych rieSeni a rastu automatizdcie. Tymto
aktivitdm boli podriadené aj projekty a naklady
udriby a investicii.

In 2019, we overhauled the drying roller on a
paper machine. After an overhaul, the machine
is operating in stable mode again. The company
implemented a project for the reconstruction of
the Steam-condensing system. YoY savings after
the successful completion of the project
represented 9.4% in the gas consumption.

There was a big change in the assortment
composition on the processing lines. With the
increased output of processing lines, we were
able to increase the production volume in the
number of pieces of the napkins by 6.5%.

We successfully started with the gradual transfer
of production from the Paloma plant, where we
also recorded the first volumes for the end
customer on TCF paper to the German market,
without any comments. The project is one of the
mainstays for the next period, when we expect a
change in the customer portfolio for Paloma
customers up to 5% of the total plant capacity.

As the SHPGroup group is currently allocating its
capacity for the preparation of a new paper
machine at the sister production plant Pajoma
Sladki Vrh, in the area of investment activities
the plant in SlavoSovce was engaged in the
implementation of investment projects with
short returns to innovative customer solutions
and automation. Projects and costs of
maintenance and investments were also
subordinated to these activities.

Vyrolna sprava 2019
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SHP Celex, a.d.

Banja Luka, Bosna a Hercegovina

Papierensky stroj PS 2: kapacita 40 000 t/rok
Spracovanie: toaletny papier, kuchynské utierky,
papierové vreckovky, papierové obrasky

_@ SLOYAK HYGIENIC PAPER GROU®

SHP Celex, a.d.

Banja Luka, Bosnia and Herzegovina

Paper machine PM 2: capacity 40 000 t/year
Production: toilet paper, kitchen towels, paper
napkins, paper towels

Zékladné udaje 2018 2019 2019/2018 (%)
Basic data

Predajna produkcia 37930 37817 -0,3%
Saleable production

Investicie tis. EUR 1028 134 -67,5%
investments EUR ths.

Zamestnanci - priemer | Osoby 299 261 -12,7%
Employees - average Persons

Triby roku 2019 sice poklesli oproti minulému roku,
no vysledok sa vyrazne zlepsil najma v désledku
poklesu vstupnych cien hlavnych surovin {buniéiny).

Z pohladu vyroby dosiahol papierensky stroj PS2
dobry wykon amnoistvo vyrobeného papiera
prekrocilo plan. Bolo to spbsobené efektiviiym
€asovym vyuiitim stroja.

Konvertovacie linky zniiili
niektorych vstupnych surovin.

uroveft spotreby

Velky investicny projekt {(AfH - projekt) bol zahdjeny
v druhej polovici roka 2019.

Uelom tohto projektu je koncentracia vyroby
v zavode SHP Celex, a nasledné zvySenie trhového
podielu na Balkdne. Ukonfenie projektu AfH je
naplanované na rok 2020.

Although revenue in 2019 decreased compared
to last year, the result improved considerably
mainly due to the decrease of input prices of
main raw materials {pulp).

From the production point of view paper
machine PM2 has maintained good performance
in production of paper exceeding the plan, which
was caused mainly by good time efficiency.
Converting lines reduced their consumption
levels of some raw materials.

Major investment project (AfH — project) was
launched in the second half of the year 2019.
Purpose of this project is the concentration of
production in Celex plant, and consequent
increase of the market share in Adria region.
Finalization of AfH project is planned for 2020.

Vyrotnd sprava 2019
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Paloma, d.d.

Sladki Vrh, Slovinsko

Papierenské stroje:

PS 3: kapacita 12 000 t/rok (odstaveny 4/2019)

PS 4: kapacita 12 000 t/rok

PS 5: kapacita 14 000 t/rok

PS 6: kapacita 37 000 t/rok (odstaveny 6/2020)
Spracovanie: toaletny papier, papierové vreckovky,
papieravé obriisky, kuchynské utierky, obrisky na
tvar, skladané utierky

_@ SLOYAK HYGIZNIC PAPER GROUP

Paloma, d.d.

Sladki Vrh, Slovenia

Paper machines:

PM 3: capacity 12 000 t/y {shut down 4/2019)
PM 4: capacity 12 000 t/y

PM 5: capacity 14 000 tfy

PM 6: capacity 37 000 t/y {shut down 6/2020)
Production: toilet paper, paper napkins, paper
towels, kitchen towels, facial tissues, folded
towels

zitl,-iir:i: dele 2018 2019 2019/2018 (% )
\;rgzsztg: :;I:Jt:;\;ucts e 57477 -8,4%
Investici i
|::::t:::ms tEIf'J'RE:JhF:_ 1574 8 165 +418,7%

n A O b
mpiopoes - cverege. | Ferson 550 - 27%

PS 3 bol odstaveny z prevddzky a demontovany
v aprili 2019, z tohto dévodu doslo k dofasnému
znizeniu kapacity vyroby papiera.

Pozitivny wvysledok roku 2019 moino pripisat
predovietkym nadmu usiliu, napriklad zniZeniu
zasob hotovych vyrobkov a materidlov, zvySeniu
predajnych cien hotovych vyrobkov a zniZeniu
fixnych nakladov. Aj ked' triby klesli v porovnani s
rokom 2018 o 2%, podarilo sa ném zlepdit hrubd
mariu, naklady na tonu a produktivitu.

NajddlezitejSim milnikom v roku 2019 bolo
povolenie ohladne ochrany Zivotného prostredia,
ktoré umoinilo prechod od inZinierskej k
realizatnej faze projektu  Impulz  (novy
papierensky stroj PS9 a nové sklady materskych
kotuéov). V roku 2019 boli vyrobené hlavné Casti
stroja a boli vykonané hlavné stavebné prace. vV
sucasnosti sa predpoklada uvedenie nového
papierenského stroja PS9 do plnej previdzky v
poslednom $tvrtroku 2020.

V roku 2019 spoloénost Paloma zrealizovala
investicie v hodnote 7,3 miliona EUR, z &oho
najvacsia Cast vramci projektu nového PS9.

PM 3 was shut down and dismantled in April 2019,
which led to a temporary decrease in paper
production capacity.

Positive result of 2019 can be primarily attributed
to our efforts, such as reducing the inventories of
finished products and materials, increasing sales
prices of finished products and reducing fixed
costs. Even though revenue decreased by 8%
compared to 2018, we were able to improve gross
margin, cost per tonne and productivity.

The most important milestone in 2019 was the
environmental permit, which facilitated the shift
from the engineering to the implementation
phase of the Impulz Project {new paper machine
PMS and a new jumbo reel storage). In 2019, the
main parts of the machine were manufactured,
and the main construction works were carried
out. Currently, the full operation of the new paper
machine PM3 is expected in the fourth guarter of
2020.

in 2019, Paloma realized investments of EUR 7.3
million, main part thereof for project of new PM9.

Vyrofna sprava 2019
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OSTATNE SPOLOCNOSTI

SHP Intim Papir, d.o.o0., Chorvitsko

Spoloénost sa zaobera konvertovanim
polotovarov nakupenych vramci skupiny SHP, a
naslednym predajom hotovych wyrobkov na
lokdlnom trhu.

SHP Bohemia, s.r.0., Cesks republika
SHP Zagreb, d.o.0., Chorvitsko

Spolocnosti sa zaoberaju distribviciou a predajom
produktov skupiny SHP, pri¢om kazda obsluhuje
svoj lokalny trh.

ECOPAP s.r.0., Slovenskd republika
PATEX & Co, spol. s r.0., Slovenska republika

Tieto spolofnosti  zabezpeluju  strategické
zésobovanie spolotnosti SHP Harmanec, a.s.
zberovym papierom. Realizuju jeho wykup,
triedenie a dodavky do zavodu v Harmanci, pricom
papier, ktory nie je vhodny pre vyrobu v Harmanci,
predavaju tretim strandm.

Paloma PIS, d.0.0., Slovinsko

Spolo€nost ma §tatit chrdnenej dielne. Jej
hlavnou ¢innostou je prebalovanie vyrobkov pre
Paloma d.d., vyroba a predaj hotovych vyrobkov
papierovej hygieny, oprava drevenych paliet,
istenie administrativnych a inych priestorov,
administrativne  Jlohy, sanafné  Einnosti,
zahradnicke sluiby, externé kuriérske sluzby,
predaj kvetov, suvenirov a novin,

-% SLOVAK HYGIEHIC PaRik GROUF

OTHER COMPANIES

SHP Intim Papir, d.0.0., Croatia

The company is engaged in the conversion of
semi-finished products purchased within the SHP
Group and the subsequent sale of finished
products on the local market.

SHP Bohemia, s.r.o., Czech Republic

SHP Zagreb, d.0.0., Croatia

Companies deal with the distribution and sale of
SHP Group products, each serving its local market.

ECOPAP s.r.0., Slovak Republic

PATEX & Co, spol. 5.r.0., Slovak Republic

These companies provide strategic sourcing of
waste paper to SHP Harmanec, a.s. They purchase,
sort and supply the waste paper to Harmanec
plant, while the paper not suitable for production
in Harmanec is sold to third parties.

Paloma PIS, d.o.0., Slovenia

The Company has the status of a sheltered
workshop. Its main activities are repackaging of
products for Paloma d.d., manufacturing of ready-
made paper hygiene products, repairs of wooden
pallets, cleaning of administrative and other
premises, administrative tasks, remediation
activities, gardening services, external courier
services, sales of flowers, souvenirs and
newspapers, sales of hygiene paper products.

Vyrotnd sprdva 2019
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Ludské zdroje

Vyvoj zamestnanosti skupiny SHP v rokoch 2017-
2019:

—% 5LOVAK HYGIEHI( PAPER GROUP

Human resources

Trend in employee numbers in 2017-2019:

Priemerny polet zamestnacov / Average number of employees
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2017 AVG

Znizenie pottu zamestnancov vrokoch 2018 a
2019 je nasledkom organizaénych zmien
suvisiacich s optimalizaciou a zvysenim
efektivnosti na jednotlivych drovniach riadenia.

Stratégia ludskych zdrojov

Nada stratégia pre oblast ludskych zdrojov, je
zamerana na nasledovné ablasti:

1. byt preferovany zamestnavatel'v regidne,
kde pdsobime

2. silné zameranie nadich zamestnancov na
hodnoty spolofnosti v celej organizacii

3. zamestnanci s ambasadormi nadej znacky

4. nabor a tréning podporujlci procesni
vynimoénost.

V ramci realizicie uvedenej stratégie sme
podporili rozvoj zamestnancov formou medzi-
zdvodovej spoluprice a to ako v oblasti vyroby, tak
aj inych podpornych €innosti. Nadviazali sme
spoluprdcu so strednymi $kolami formou praxe
3tudentov v nasich vyrobnych prevddzkach a to
najma v oblasti vyroby papiera, spracovania a
udriby, ktorej cieflom je zabezpelenie
kvalifikovanej pracovnej sily v buddcnosti.

2018 AVG

2019 AVG

The reduction in the number of employees in 2018
and 2019 is the result of organizational changes
related to optimization and efficiency gains at
individual management levels.

Human resource strategy
Our HR strategy focuses on the following areas:

1. to be the preferred employer in the region
where we operate

2. strong focus of our employees on the
company's values throughout the
organization

3. employees are ambassadors of our brand

4. recruitment and training to support
procedural excellence

As part of the implementation of this strategy, we
supported the development of employees in the
form of inter-plant cooperation, both in the
production field and other support activities. We
have established cooperation with secondary
schools in the form of student internships in our
production facilities, especially in the field of
paper production, processing and maintenance,
the aim of which is to ensure qualified workforce
in the future.
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Vzdeldvanie zamesthancov

Odborné znalosti a skusenosti zamestnancov su
najvyssou konkurenénou wyhodou, preto ich
podporujeme zabezpefenim relevatnych Skoleni,
kurzov, ucastou na svetovych veltrhoch a
vystavach. V roku 2019 sme podporili vzdeldvanie
a rozvoj naldich zamestnancov prostrednictvom
programov zameranych na manaZérske, odborné
a profesijné zru€nosti. Kluéovou iniciativou bola
pokraujica implementéacia ,Rockefellerovych
navykov” ako systému riadenia a wykonového
manazmentu, ktoré pomadhaju  spolognosti
dosahovat strategické ciele a zamestnancom
rozvijat sa a rést,

Socialny program

V ramci socialneho programu sme zamestnancom
poskytli rozne benefity vo forme prispevkov na
stravu, pracovné a Zivotné jubiled, socidlnu
vypomoc zamestnancom a ich rodinnym
prislusnikem v mimoriadnych  Zivotnych
udalostiach. Zamestnancom prispievame aj na
regeneraciu a Sportové aktivity s ciefom podporit
startostlivost o svoje zdravie.

Zivotné prostredie

Enviromentalne sprivanie vyrobnych spoloénosti
skupiny sa  odzrkadluje v  zlepienych
ukazovatelfoch produkcie emisii do ovzdusia,
dodrifavanim  ¢istoty odpadovych viéd a
zvysujucim sa podielom zhodnocovania odpadov.
ZvySovanie podielu zhodnocovania papierovych
odpadov pri vyrobe hygienickych vyrobkov s
vy$Sou belostou je ekologickou prioritou skupiny,
Spolotnost SHP Harmanec, a.s sa ipecializuje na
vyrobu hygienickych vyrobkov z recyklovaného
papiera, prifom vo vyrobnom procese sa
zhodnoti viac neZ 50 000 ton (57 000 ton v roku
2019) odpadovych papierov na roénej béze.

-Q SLOYAK HYGIEMIC PAPER GROUP

Employee’s training

The professional knowledge and experience of
employees are the highest competitive
advantage, so we support them by providing
relevant training, courses, participation in world
fairs and exhibitions. In 2019, we supported the
education and development of our employees
through programs focused on managerial,
professional and specialist skills. A key initiative
was the continued implementation of
“Rockefeller's habits” as a management and
performance management system that helps the
company achieve strategic goals and empower
employees to develop and grow.

Social program

As part of the social program, we provided
employees with various benefits in the form of
food allowances, work and life anniversaries,
social assistance to employees and their family
members in extraordinary life events. We also
contribute to the relax and sports activities of our
employees in order to support care for their
health.

Environment

The environmental behaviour of the Group's
manufacturing companies is reflected in
improved indicators of emissions to air,
compliance with waste water purity and in
increasing share of waste recovery. increasing the
share of recycling paper waste in the production
of hygienic products with higher whiteness is the
Group's environmental priority. SHP Harmanec,
a.s. specializes in the production of hygienic
products from recycled paper, with more than
50 000 tonnes (57 000 tonnes in 2019) of waste
paper being recycled on a yearly basis in the
production process.
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Analyza a riadenie rizik

Cinnosti, ktoré Skupina vykondva ju vystavujo
urtitym finanénym rizikam: trhovému riziku
{vratanie kurzového rizika a Urokového rizika)
Uverovému riziku a riziku likvidity. Medzi hlavné
finantné nastroje patria pohladavky a zaviizky z
obchodného styku. Pouditie tychto nastrojov je
zamerané najmd na zabezpeéenie finanénych
prostriedkov na prevadzku alebo na investovanie.

Skupina nepouiiva derivitové nastroje na
riadenie rizika cien komodit. Nakupy materialu sa
uskuto&fiujd vidy v beinych trhovych cendch na
zaklade ro¢nych zmluv,

Kurzové riziko je riadené pravidelnym
monitorovanim pohybov vymennych kurzov.
Kurzové riziko stvisiace s obchodnymi vztahmi so
zakaznikmi a dodéavatelmi je nizke/mierne, ked%e
vatiina wyvoznych a dovoznych transakcii sa
vykondva v nadej domdacej mene Euro. Vietky
zdroje financovania si vmene Euro. Hlavné
kurzové riziko je spojené s buni€inou, ktorej cena
zavisi od kolisania kurzu EUR/USD, pretoZe trhové
ceny bunidiny su stanovené denne v USD.

Savisi to s rizikom kolisania cien vstupnych
materidlov, najmé celulézy. Pohyb cien je externy
faktor, ktory je désledne monitorovany, a nakup
je diverzifikovany na viacero doddvatelov.

Skupina nie je vystavend vyraznej koncentracii
uverového rizika. M4 zavedené zdsady na
zabezpecenie predaja produktov aslufieb
odberatefom s prijatefnou reputiciou a vyuZiva
poistenie pohladavok. Pefiainé transakcie sa
vykonavaji len prostrednictvom renomovanych
finanénych institdcii.

_% SLOYAR HYGIEHIL PAPER GROUP

Risk analysis and management

The Group's activities expose it to certain
financial risks: market risk (including exchange
rate and interest rate risk} credit risk and liquidity
risk. The principal financial instruments include
trade receivables and payables. The use of these
financial instruments is mainly aimed at securing
funds for operations or investing.

The Group does not use derivative instruments to
manage commodity price risk. Purchases of
material are executed at current market prices
under annual contracts.

The foreign exchange risk is managed by regular
monitoring of exchange rate movements. The
foreign exchange risk with regard to business
relationships with customers and suppliers is
low/moderate as most export and import
transactions are conducted in our domestic
currency, the EUR. All sources of financing are in
EUR. The main foreign exchange risk is associated
with pulp, which price depend on EUR/USD
fluctuations since pulp market prices are
established on a daily basis in USD.

This is connected to the risk of fluctuations of
input material prices, mainly pulp. Movement of
prices is external factor which is scrupulously
monitored, and the purchase is diversified to
several suppliers.

The Group is not exposed to significant
concentration of credit risk. It has policies in place
to ensure sales of products and services to
customers with acceptable reputation and uses
insurance of receivables. Cash transactions are
limited to high quality financial institutions.
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Obozretné riadenie rizika likvidity predpoklada
udriiavanie dostatofnéhe stavu pefiainych
prostriedkov, dostupnost  ziskania  zdrojov
prostrednictvom primeranych zmluvnych
uverovych liniek a schopnost uzatvarat trhové
pozicie. Vzhladom na dynamickd povahu
podnikatelske] €innosti sa Skupina snaZi udriat
flexibilitu prostrednictvom zabezpedenia stilej
dostupnosti Uverovych liniek, ako aj zosudladenie
prijmov z finanénych aktiv s finanénymi
potrebami.

V siulade s kritériami na organizovanie a
vybavenie hasi¢skych jednotiek v spoloénostiach,
skupina riadi rizike poZiaru profesiondlnymi
hasiémi, ktori si neustdle v pohotovosti. Ich
primarnou Ulohou je prijimat preventivne
opatrenia, minimalizovat riziko poZiaru a
maximalizovat pofiarnu bezpetnost ludi a
majetku. Skupina zaviedla kontrolu protipoZiarnej
ochrany a systém hasiacich pristrojov a
hydrantovych sieti.

_Q SLOYAK HYGIEMIC PAPER GROUP

Prudent liquidity risk management assumes
keeping the sufficient cash position, the
availability of fund raising through adequate
contractual credit lines and the ability to close
market positions. Given the dynamic nature of
the business, the Group seeks to maintain
flexibility by ensuring the continued availability of
credit lines as well as matching income from
financial assets with financial needs.

In compliance with the criteria for organising and
equipping fire-fighting units in companies, the
Group manages the fire risk with professional
firefighters who are in emergency 24/7. Their
primary role is to take preventive action and to
minimise the fire risk and maximise the fire
security of people and assets. The Group has
implemented a fire protection system control and
fire extinguisher and hydrant network servicing
system.
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4. Doplitujice informacie
Wydavky na éinnost vyskumu a vyvoja

Vroku 2019 skupina nerealizovala Einnost v
oblasti vyskumu a vyvoja.

Nadobidanie viastnych akcii, dofasnych listov,
obchodnych podielov a akcii, doasnych listov a
obchodnych  podielov  materskej  uftovnej
jednotky

V roku 2019 skupina nevykonavala v tejto oblasti
Ziadnu &innost,

Ndwrh  ospésobe  rozdelenia/vysporiadanio
hospoddrskych vystedkov za rok 2019

Predstavenstvo spoloénosti navrhne valnym
zhromaideniam jednotlivych spoloénosti presun
hospodarskych vysledkov na (éet nerozdeleného
vysledku hospodarenia minulych rokov.

Informdcia o organizaénych zloZkdch v zahranicf

SHP Harmanec, a.s. v zahraniéi prostrednictvom
organizaénych zloZiek nepodnika.

Predpokladany vyvoj skupiny v roku 2020

Skupina pokrafuje v zavddzani opatreni, ktoré
boli prijaté v minulom roku a zameriavaji sa
prevaine na znifenie variabilnych a refijnych
nakladov, optimaliziciu pracovného kapitdlu,
zvySenie produktivity, dodrzavanie parametrov
kvality, &im prispievaju k rastu pridanej hodnoty
vyrobkov vyrabanych v skupine.

SHP Group sa aj nadalej bude zameriavat na
budovanie silnej firemnej kultdry a rozvoj
kompetencii svojich zamestnancov.

Skupina bude riadif cenovd politiku s ciefom
udriat profitabifitu wyrobkov. Jeden z hlavnych
ciefov je ziskat dostatofny objem na optimalne
vytaZenie svojich vyrobnych kapacit konvertingu.
Skupina sa zameriava na ziskanie objemu
u kludovych distribltorov operujicich na DACH
trhoch ako priamy dodavatel vyrobkov.

—% SLO¥AK HYGIENIC PAPER GROUP

4. Additional information

Expenditure on research and development
activities

The Group has not performed activities in the
field of research and development.

Acquisition of own shares, temporary certificates,
and shares, temporary certificates and shares of
the parent entity

The Group did not perform any activity in this
area in 2019.

The proposal for distribution/settlement of results
achieved in 2019

The Board of Directors proposed to the General
meetings of individual Group companies to
transfer the results to retained earnings.

Information on the branches abroad

SHP Harmanec, a.s. does not carry out business
through branches abroad.

Expected development of the Group in 2020

The Group continues to implement the measures
adopted last year and focus mainly on reducing
the variable and overhead costs, optimizing
working capital, increasing productivity, adhering
to quality parameters, thereby contributing to
the increasing added value of products produced
by the Group.

SHP Group will continue to focus on building the
strong corporate culture and developing the
competencies of its employees.

The Group will manage its pricing policy in order
to maintain the profitability of its products. One
of the main goals is to obtain sufficient volume for
optimal utilization of converting production
capacities. The group focuses on gaining volume
from key distributors operating in the DACH
markets as a direct supplier of products.
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Prioritou obchodného timu v druhej polovici roka
2020 je konsolidécia objemov hlavne v segmente
privatnych znaciek, Away from Home a Decor.

Vzhladom na implementdciu vySSie uvedenych
politik planuje skupina vroku 2020 dosiahnut
EBITDA vo vy3ke 18,8 milidna EUR.

Kli€ovym prebiehajicim investiénym projektom
je in3taldcia nového papierenského stroja
v slovinskom zavode Paloma. Stavebnd Zast bola
ukonfend, prebieha demontd?  starého
papierenského stroja apriprava na instaldciu
nového. Spustenie stroja je planované v 4.
kvartali roka 2020. Bude viest k wyraznému
zvydeniu  vyrobnych kapacit, ako aj k
zefektivneniu vyroby v tomto zivode.

Udalosti po ddtume stvahy

V janudri 2020 predstavenstvo Spolotnosti SHP
Harmanec rozhodlo o zruSeni dcérskej
spolotnosti SHP Intim Papir, d.o.0. ako suéast
pldnu na centralizaciu vyroby segmentu AfH v
dcérskej spolotnosti Celex. Diiom 11. februara
2020 spoloénost SHP Intim Papir, d.0.0. vstupila
do likvidacie.

V nasledujicich rokoch je plénovand Jdplna
integracia spolofnosti Paloma PIS d.o.0. do
spolodnosti Paloma d.d. Zohfadnia sa pravne,
financné, dafové a socidlne aspekty. Vzhladom
na dlhodobld povahu rozhodnutia nie je
definovana stratégia a €asovy harmonogram.
Konedné rozhodnutie o budlcej reorganizicii
nebolo do dia vydania tejto vyroénej spravy
prijaté.

V janudri 2020 Skupina uzatvorila Gverovi zmiuvu
s UniCredit Bank Czech Republic and Slovakia,
a.s., vyika Gverového limitu je 21,3 mil. EUR. Over
je utelovo viazany na financovanie rozvoja
vyrobného zdvodu Paloma - wvystavbu nového
skladu a obstaranie nového papierenského stroja.

_Q SIOYAK HYGIENMIC PAPER GROUP

The priority of the sales team in the second half
of 2020 is the consolidation of volumes, mainly in
the segment of private labels, Away from Home
and Decor.

Due to the implementation of the above policies,
the Group plans to achieve EBITDA of EUR 18.8
million in 2020.

A key ongoing investment project is the
installation of a new paper machine at the
Paloma plant in Slovenia. The construction part
has been completed, the old paper machine is
being dismantled and preparation for the
installation of a new one is ongoing. The start of
the machine is planned for the 4th quarter of
2020. It will lead to a significant increase in
production capacity, as well as to more efficient
production at this plant.

Subsequent events

In January 2020, the Board of Directors of SHP
Harmanec decided to liquidate the subsidiary SHP
Intim Papir, d.o.0. as part of a plan to centralize
AfH segment production at the Celex subsidiary.
On 11 February 2020, SHP Intim Papir, d.o.o.
entered into liquidation.

In the coming years, the full integration of Paloma
PIS d.o.0. with the company Paloma d.d. is
planned. Legal, financial, tax and social aspects
will be considered. Due to the long-term nature
of the decision, the strategy and timeline of
integration are not defined. A final decision on
the future reorganization has not yet been taken.

In January 2020, the Group entered into a loan
agreement with UniCredit Bank Czech Republic
and Slovakia, a.s., the amount of the credit limit
is EUR 21.3 million. The loan is bound to finance
the development of the Paloma production plant
- the construction of the new warehouse and the
acquisition of the new paper machine.
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Na konci roku 2019 sa prvykrat objavili sprivy 2
Ciny tykajuce sa COVID-19 {Coronavirus). V
prvych mesiacoch roku 2020 sa virus rozéiril do
celého sveta a negativne ovplyvnil hospoddrstvo

v mnohych krajindch. V fase zverejnenia tejto

wyrotnej sprévy vedenie Skupiny nezaznamenalo
pokles predaja, ani iné negativne dopady na
likviditu, financovanie alebo Einnost. Jediny
vyznamnej3f efekt bol kritkodoby strmy ndrast
triieb v margi 2020, ktory by sa mal podla
predpokiadovi na celorofnej bdze wyrovnafl.
Nakolko sa viak situdcia neustdle meni, nemoino
predvidat budice Olinky. Manaiment nevidi
#iadne ohro#enie predpokiadu nepretriitého
pokrafovania'v {innost! {going concern), no bude
pokraloval v monitorovani potencidineho
dopadu a podnikne vietky moiné kroky na
zmiernenie akychkalvek negativnych déinkov na
Skupinu, jej zamestnancov a zdkaznikov.

Okrem vyilie uvedeného nenastali od 31.
decembra 2019 do diia zostavenia tejto vroZnej
sptavy Ziadne dalfie udalosti, ktoré by si
vyiadovali  zverejnenie  alebo  vykdzanie
v konsalidovanej wrotnej sprive za rok 2019,

Zogtavené dila: 8. 7. 2020

-
At the end of 2019, news from China concerning
COVID-19 (Coronavirus) appeared for the first
time. In the first months of 2020, the virus
spread worldwide and negatively affected the
economies of many countries. At the time of
publication of this annual report, the Group's
‘'management did not record a decrease in sales
or ather negative effects on liquidity, financing
or operations. The only significant effect was the
short-term sharp fise in sales in March 2020,
which is expected to offset on a full-year basis.
However, as the situation is constantly changing,
future effects cgnnot be predicted. Management
sees no risk of going concern, but will continue
to ronitor the potential impact and take all
possible steps to nfitigate any adverse effects on
the Group, its employees and customers.

Except for the above, no significant events have
occured after 31 December 2019 and before this
Annual report was prepared that would require
recognition or disclosure in the Consolidated
Annuat report for the year 2019.

N —

ing/Richard Zigmund, MBA.
enerdiny rladitef / CEQ
predseda predstavenstva / Chairman of BoD

Dil. Inff” Dr. techn. Stevan Lomi¢
Skupigvy technicky riaditel / Group Technical Director
&len predstavenstva / Board member
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