‘Because our products make life
easier for you and millions of people
‘around the world. Because our

‘ resources and processes are a
natural part of the global lifecycle.

And because we care.

c/o Lifeisourway of expressing SCAS unique values; persqnat?ty

and direction:

Recognition

jones . :
Sustainability Indexes
Mo 200810 k

- SCAisincluded in the Dow Jones

- STOXX Sustainability Index and the
Dow Jones Sustainability WORLD
index; which are twoof the world’s
most prestigious sustainabifity
indexss. \ :

I 2008, SCA became 2 UN Global
Compact membern SCA'S 2008
Lommunicationon Progress report
was selected ag representative of
Best Practice by Giobal Compact.

SCA has been listed on the
FTSEAGood global sustainability
“index since 2001

= Cluded in DX GES Sus-
anabiity Nordic and OMX GES
-~ Sustainability Sweders, two indexes
forresponsibla investments calcula
 fed by Nasdag OMX in cooparation
- with GESinvestment Servicas.

SCAWas named ohe of the world's

most ethical companies by the
Ethisphereinstitute.

SOA was ranked asonepithe
world's most sustainablecom-
panies by the responsibie busingss
magazine GCanadian Corporaie
Knights:

Theinsutancs company, Folksam,

- compiles an annualindex for

~ ‘fé&pgﬂs;&e business practices.

12009, SCAsharsd the top Spot
whien the marks for theenvironment
and human Aghts wers combined

SCA applies the Global Beporting
Intiative (GRIat Alevelinfs
sustainabilifty reporting: Thefeport
was audited by Pricewaterhouse”

oS

SCAwas honoured withthe 2009
Fitorom sward by FAR SRS —an
industry organigation for auditors and
consulianta=ihe Bwedish Soglety of
Financiat Angh BFF the Bwedi
Puplic Belstions Assgciationand
e The commendation focused on
SCHS expressed desire 1o contibute
tosustainable development.
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Group’s largest markets
SEKR

Germary
UK
us.

France

2000

Personal Care

Inebusiness area Comprisest

segmenis: incontinence care, baby

and feminine care. Production is cf:m

23%ac sin 20 countres Products are soid
i more than 100 countriss throughout the
Wotld, ; :

Net sales®

Operating profit®

 Forest Products

Production comprises publication

Tissue G

Tissue consisis of tollet paper K

tacial issus, handkerchiels an:
Aveay-From-Home {AF%@} lissuesegment 8CA
delivers complele hygiens concepisioco
panies and instilutions. Productionis condiicisd
at 36 facilities in 18 countries. Products are sold
insome 80 countries thrcughout the world,

Packaging

SCABatuli-savice @gmief ofpackaging solus
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packaging. ?md{zg&aﬁ iz condusied atahout
20Tt 1 28 countries, Products are sold
i somesticon zzes‘ i ii{f:s;‘m ardh A

Capiial employed® Operating cash flow” Average number of emplovees”™ SCA's sales by region

B8 Ctheroouniries,




The year at a glance ’

Net sales amounted to SEK 110,857m (110,449)
Profit before tax” totalled SEK 8,004m (6,237)

Earnings per share amounted to SEK 6.78 (7.94)
Proposed dividend is SEK 3.70 (3.50) per share

1 Excluding items affecting comparability.

Net sales and operating margin

Cash flow from current operations

Earnings, dividend and cash flow per share

SEKm % SEKm SEK SEK
100,000 10 10,000 15 5
80,000 8 8,000 12 4
60,000 6 6,000 9 3
40,000 4 4,000 8
20,000 2 2,000 I 3 1
0 0 0 I 0 o
2005 2006 2007 2008 2009 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
MR Net sales Operating margin == M Earnings Dividend e
Excluding items affecting comparabiity. M Cash flow from current operations
Earnings do not include items affecting comparability.
Dividend for 2008 relates to the proposed dividend.
Key figures
2007
SEK EUR? SEK EUR? SEK EUR2
Net sales, SEKmM/EURm 110,857 10,466 110,449 11,632 105,913 11,456
Operating profit 8,190 773 8,554 893 10,147 1,098
Operating profit" 9,648 910 8,554 893 9,847 1,066
Operating margin, % 7 8 10
Operating margin, % 9 8 9
Profit before tax, SEKm/EURmM 6,546 618 6,237 651 8,237 891
Profit before tax, SEKm/EURm" 8,004 755 6,237 651 7,937 859
Profit for the year, SEKm/EURm 4,830 456 5,598 584 7,161 775
Profit for the year, SEKm™ 5,906 557 5,598 584 6,908 748
Earnings per share, SEK 6.78 7.94 10.16
Earnings per share, SEK" 8.32 7.94 9.80
Cash flow from current operations per share, SEK 16.36 5.42 6.42
Dividend, SEK 3.70% 3.50 4.40
Strategic investments, incl. acquisitions, SEKm/EURmM -3,082 -291 -4,873 -509 -5,887 -637
Equity, SEKm/EURmM 67,906 6,577 67,252 6,147 64,279 6,792
Return on capital employed, % 7 8 11
Return on equity, % 7 9 12
Debt/equity ratio, multiple 0.60 0.70 0.58
Average number of employees 49,531 51,999 50,433

) Excluding items affecting comparabiity.
2) See page 50 for exchange rates.
3 Proposed dividend.
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Strategy for difficult times yields results

The year 2009 represented one of the most dramatic economic
shifts that SCA has ever experienced in its long history. Our
response o a unique, uncertain economic situation was a con-
centrated strategy in the short term, with focus on three areas:
costs and cash flow, capital efficiency and innovation.

Today, | can declare that we have improved in all three areas,
thanks to the fantastic efforts of all our employees.

For SCA, the effects of the dramatic downturn in industrial pro-
duction during the year were mainly felt in the packaging operation
and the forest products operation. Initially, demand for corrugated
board declined by between 10 and 30%, depending on the seg-
ment, but stabilised towards the end of the year, down 6% in total.
Prices dropped by 10% during the year. For containerboard, rising
inventory levels, combined with a weak demand scenario, created
large imbalances and prices were put under pressure. Despite
a slight recovery towards the end of the year, the price level
was below the level in 2008 and large parts of the industry are
unprofitable.

Demand in the market for publication papers declined by more
than 15% during 2009. Overcapacity in the market is still a prol-

lem despite the termination of a large amount of production in the

industry. The advertising sector reported weak business activity,
resulting in thinner publications and declining circulations.

We were early to implement a number of structural, cost and
efficiency programmes. Several action programmes were rapidly
implemented in the forest products and packaging operations.
These and other measures throughout the Group resulted in a

SEK 1bn reduction in costs during the year. At the same time, the

2 S0A Annuat Repart 2009 " Excluding iterns affecting comparability:



Cash flow from current
operations, SEKbn

+1.7

Profit before tax

+28-.

cash flow from current operations was improved by SEK 7.7bn
compared with the preceding year.

SCA’s hygiene operation, which accounted for 60% of consoli-
dated sales in 2009, is fundamentally much less sensitive to eco-
nomic movements, but naturally the need for cost efficiency
increases in more turbulent times. Our work during the year
included streamlining our European plant structure for tissue. In
Mexico, we are constructing a new tissue plant that will considera-
bly strengthen our profitability in the region. Within Personal Care,
we have upgraded production and the quality of our baby diapers.

An area that is every bit as important as reducing costs is creat-
ing the conditions for higher growth. An integral part of this ambi-
tion is our insight and innovation work. During the year, we
invested considerable resources in greater consumer insight, in
addition to trend, market and competitor intelligence, and
research and design. We also reorganised the innovation work to
ensure that we can deliver a larger number of products at an
increasingly rapid pace. A more detailed description of our innova-
tion work is presented on pages 16-21.

In our prioritised growth markets, the hygiene business grew by
10% and with our strong regional market positions as a base, we
are broadening our product categories and product range. In
2009, for example, we initiated market testing in China for inconti-
nence care and will continue with testing for baby diapers.
Through our joint venture in Latin America, we acquired an Argen-
tine company with a 20% market share in the feminine care seg-
ment. This acquisition provides SCA with a stable platform from
which it can launch other strong brands in Argentina.

Introduction
- CEQ’s mess age

Share attributable to
Hygiene business

Sales 60
%
Operating profit 71 ;
%

Net debt,
SEKbn

-6.6

In conclusion, | can say that SCA effectively managed the reces-
sion and emerged in a favourable position thanks to a good mix in
its product portfolio, rapid and flexible adaptation of the operation,
and solid contributions from employees. Without reducing the
pressure on our three strategic focus areas — costs and cash flow,
capital efficiency and innovation — we can now add a fourth:
growth.

We hold leading global and regional positions in the largest
markets and in emerging markets. We have more successful
products, stronger brands, and more rapid and innovative product
development than in the past. This allows us to continue to create
long-term value for our shareholders, customers, employees and
other stakeholders.

Jan Johansson, President and CEO

SCA Annual Report2009 3



The SCA share in 2009

The 2009 closing price on the Nasdag OMX
Stockhoim for SCA’'s B shares was SEK 95.46
(66.75), corresponding to a market capitalisation
of SEK 67bn (47). SCA’s market capitalisation
corresponds to approximately 2% (2) of the total
market capitalisation on the Nasdag OMX Stock-
holm. Since the beginning of 2009, the share
price rose by 43%. During the same period, the
Nasdag OMX Stockholm rose by 47%. The high-
est closing price for SCA’s B shares during the
year was SEK 102.30, which was noted on 16
October. The lowest price was SEK 56.50 on

2 March. The proposed dividend is SEK 3.70 per
share, see below under the section “Dividend.”
Viewed over a five-year period, the SCA share
has demonstrated stronger performance than
comparable industry indexes.

Trading in SCA shares

SCA shares are listed and traded primarily on the
Nasdag OMX Stockholm, and as American
Depository Receipts (ADR level 1) in the US

through the Bank of New Yark. In addition to
indexes directly linked to the Stockholm
Exchange, SCA is included in other indexes, such
as the Dow Jones STOXX Index, FTSE Eurotop
300 and MSCI Eurotop 300.

SCA s also represented in sustainability
indexes, including the FTSE4Good index and the
Dow Jones STOXX Sustainability Index (both in
the Dow Jones STOXX Sustainability Index and
the Dow Jones Sustainability WORLD Index,
which are two of the world’s most prestigious sus-
tainabifity indexes). SCA is one of only four Swed-
ish companies that comply with the requirements
for inclusion in the two Dow Jones indexes.

Liquidity

In 2009, the volume of SCA shares traded was
653 million (849), representing a value of approxi-
mately SEK 53bn (72). Average daily trading for
SCA on the Nasdag OMX Stockholm amounted
to 2.6 million shares, corresponding to a value of
SEK 211m (286).

Ownership

Some 58% (59) of the share capital is owned by
investors registered in Sweden and 42% (41) by
foreign investors. The US and the UK account for
the highest percentage of shareholders registered
outside Sweden, with 16% and 12%, respec-
tively.

Dividend

The Board of Directors has proposed a dividend
to shareholders of SEK 3.70 per share for 2009.
The 2009 dividend represents a dividend vield of
3.9% per share, based on SCA's share price at
the end of the year. SCA’s dividend policy is
described on page 8.

Ticker names

Nasdag OMX Stockhofim
New York {ADR fevel 1)

SCAA, BOAB
SVORY

Price trend and share trading 2009

Price trend and share trading 2005-2008

Mar. Apr. May Jun. Jul Aug.
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Data per share

All earnings figures include items affecting comparability unless otherwise indicated.

Shareholders by country, capital

SEK per share unless otherwise indicated 2009 2008 2007 2006 2005 M Sweden, 58% ) Q’
Earnings per share after full tax: M| US, 16% 3
After dilution 6.78 7.94 10.16 7.75 0.61 ™ UK 12% '
After dilution, excluding items affecting comparability 8.32 7.94 9.80 7.76 6.30  # Luxembourg, 3%
Before dilution 6.78 7.94 1017 7.76 0.61 M Other, 11% \
Market price for B share:
Average price during the year 83.18 84.76 119.00 107.24 88.95
Closing price, 31 December 95.45 66.75 114.50 119.17 99.00
Cash flow from current operations™ 16.36 5.42 6.42 3.95 6.22
Dividend 3.702 3.50 4.40 4.00 3.67
Dividend growth, %3 5 6 9 39 9 Shareholders by category, capital
Dividend yield 3.9 52 3.8 3.4 3.7
P/E ratio® 14 12 1 14 97 M Institutions, 82% ’
Price/EBITS! 13 11 12 14 57 M Private individuals, 18%
Beta coefficient® 0.78 0.84 0.73 0.73 073
Pay-out ratio (before dilution}, % 55 44 41 48 58
Equity, after dilution 96 95 91 83 80
Equity, before dilution 96 94 90 83 80
Average number of shares after dilution (millions)?) 702.3 702.2 702.2 701.4 700.5
Number of registered shares 31 December (millions)”) 705.1 705.1 706.1 705.1 705.1 Source: Euroclear
Number of shares after full conversion {millions)” 705.1 705.1 705.1 705.1 705.1
1 See definitions of key ratios on page 104.
2 Board proposal.
3 Rolling 10-year data.
4 Share price at year-end divided by earnings per share after full tax and dilution.
5 Market capitalisation plus net debt plus minority interests divided by operating profit. (EBIT = earnings before interest and taxes).
6! Share price volatility compared with the entire stock exchange (measured for rolling 48 months).
) 2006 and 2005 adjusted for 3:1 split.
SCA'’s ten largest shareholders Shareholder structure
According to Euroclear’s official share register for directly registered and Holding No. of shareholders No. of shares  Holding (%) Votes (%)
trustee-registered shareholders at 31 December 2009, the following com- 1-500 47,297 8,806,797 1.25 1.23
panies, foundations and mutual funds were the ten largest registered share- ?(20‘11 '20&0 1;'812‘2 ;i'ng';;(; lZ; 1'2‘;
holders based on voting rights (before dilution): 5.001-10,000 2215 15.021.578 296 o1a
Sharehold No.ofvotes Votes (%) No.of shares Holding (%) 12’22: :;g’ggg Sg? :’;2?'?22 ;;z ;gi
AB Industrivérden 474,700,000 29.08 68,800,000 9.76 ’ oo '
Handeisbanken* 220,649,640 13.52 34,195,812 4.85 20.001- 1314 621,303,644 8811 89.00
SEB Funds and Life Assurance” 95,389,372 584 16,626,292 2.36 Total 81,846 705,110,004 100 100
Skandia 59,692,590 366 7835418 1.1 Source: Eurociear
Alecta 46,220,120 2.83 23,540,012 3.34
Swedbank* 15,335,228 0.94 15,307,967 217
Third Swedish National Pension Fund 15,245,097 0.93 7,617,984 1.08
Nordea Funds 14,381,684 0.88 4,697,594 0.67
Second Swedish National Pension Fund 12,808,528 0.78 8,715,166 1.24
Government of Norway 10,265,222 0.63 10,265,222 1.48
* Including mutual funds and foundations.
Percentage of foreign ownership Share distribution
2008 2008 2007 2006 2005 31 December 2009 Series A Series B Total shares
% 42 41 43 43 39 Number of registered shares 103,035,353 602,074,741 705,110,094
of which treasury shares 2,767,605

Shares issues, etc. 1993-2009

Since the beginning of 1993, the share capital and the number of shares have increased due to issues of new shares, conversions and splits, as detailed below:

Increase in share Cash payment,
No. of shares capital, SEKm SEKm Series A Series B Total

1993 Conversion of debentures and new subscription through Series 1 warrants 4,030,286 40.3 1191
New share issue 1:10, issue price SEK 80 17,633,412 176.3 1,410.7 62,145,880 131,821,657 193,967,537
1994 Conversion of debentures 16,285 0.2 - 62,145,880 131,837,942 193,883,822
1995 Conversion of debentures 3,416,113 34.2 - 62,145,880 135,254,055 197,399,935
1999 New share issue 1:6, issue price SEK 140 32,899,989 329.0 4,579.0 62,133,909 168,166,015 230,299,924
2000 Conversion of debentures 101,831 1.0 15.0 61,626,133 168,775,422 230,401,555
2001 New share issue, private placement 1,800,000 18.0 18.0 45,787,127 186,414,428 232,201,555
2002 New share issue through 1B warrants 513 0 0.1 41,701,362 190,500,706 232,202,068
2003 Conversion of debentures and subscriptions through IIB warrants 2,825,475 28.3 722.9 40,437,203 194,590,340 235,027,543
2004 Conversion of debentures 9,155 0.1 1.1 40,427,857 194,608,841 235,036,698
2007 Split 3:1 470,073,396 - - 112,906,207 592,204,887 705,110,094

SCA Annual Report2009 5



Introduction
Strategy

Strategy

Business concept Strategic focus

Increased share for Hygiene
business

100 SCA's strategy is based on the Group’s fundamental

strength factors: customer and consumer insight,
regional presence, global strength and sustainable
development. The business stands on two pillars, the
Hygiene businesses (Personal Care and Tissue) and

To sustainably develop, produce and market

increasingly value-added products and serv- 75
ices within Personal Care, Tissue, Packaging

and Forest Products. SCA's products simplify 50
the everyday lives of hundreds of millions of :

pecple around the globe. They also generate % Packaging/Forest Products, with varying strategic pre-
strong cash flows that enable favourable divi- 0 requisites. The overriding strategy is to shift the balance
dend growth and increased value for the SCA : 1999 2009 toward the hygiene operation to reduce the cyclical
share. ™ Hygiens business impact and ensure long-term and more stable profit-

Packaging/Forest Product . ) -
W Packaging/Forest Products ability, expansion and dividend growth.

Significant potential in a strong base

HYGIENE BUSINESS

The Group’s strategy in the short and medium
term is to develop its already leading positions
and strong profitability in Europe and in North
and Latin America:

¢ Further strengthen Tena, SCA’s brand for in-
continence care, through continued growth in
the premium range and strengthen presence
in the economy segment.

* The leading positions in baby diapers in se-
lected regions in Europe shall be strengthe-
ned through continued consumer-driven inn-
ovation and communication. Efficiency with
respect to production and sale of baby dia-
pers to retailer’ brands shall be enhanced to
boost profitability.

PACKAGING AND FOREST PRODUCTS

In the packaging industry, overcapacity and
weak demand remain a general problem.

* Through restructuring, cost and efficiency
measures, SCA shall increase the operation’s
profitability. In 2009, substantial capacity re-
ductions and productivity improvements
were implemented at some 50 sites. On full
implementation, the programme will yield an-
nual savings of more than SEK 1bn.

Review of the supply and market structure.
Several projects are under way to identify
more synergies within and between the cor-
rugated board and containerboard opera-

6 SCA Annual Report 2009

Increased profitability and presence within
feminine care in selected markets in Europe
shall be achieved through product and range
development.

Strengthen established brands through range
expansion.

Continue strong profitability and organic
growth for consumer tissue, raise margins th-
rough innovation, better product mix, distri-
bution and marketing. SCA’s share of brands
shall steadily increase at the same time as re-
tailers’ brands shall be developed.
Strengthen the position in the AFH-tissue
segment, number one in Europe and number
three in the US, through the global brand
Tork. Innovation and increasing the share of
system solutions are prioritised.

tions. The focus on innovation and product
development continues. Furthermore, SCA
shall increase the share of products with hig-
her value content and strengthen the service
offering to customers.

SCA'’s publication paper production shall be
focused on profitable segments in magazine
paper.

Several investment decisions enable in-
creased pulp production and a higher degree
of self-sufficiency based on raw materials
from the Group’s forest holding.

The rapidly growing markets outside Europe

and the US currently account for about 25% of

hygiene sales — a share that will increase in the
years ahead.

* The strong position in several countries in
Latin America, Southeast Asia as well as
Russia and Eastern Europe will be prioritised
in the medium-term perspective.

* To promote organic growth, SCA is investing
in production, but selective acquisitions,
such as Algodonera Aconcagua in Argentina
in 2009, add to total growth.

¢ In 2009, SCA commenced large-scale testing
in China of incontinence care products. SCA
also owns a minority share in the Chinese tis-
sue company Vinda.

¢ SCA'’s forest holding secures about half of the
Group’s timber needs and enables efficient
raw material integration and cost control.

¢ To complement the forest operation, SCA
conducts an extensive sawmill operation. The
sawmill business is being progressively con-
solidated and the product offering is being
upgraded to products with an increasing de-
gree of value addition and customisation.

* The forest products business is also develo-
ping several important strategic initiatives to
commercialise such renewable energy as
wind power and biofuel.



Financial targets

The Group shall achieve a return on

capital employed of 13% over an Personal Care Packaging

economic cycle. 30% 1 0%

Tissue Forest Products

Group 1 3% 1 3% 1 1%
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Strategy

Sustainability targets

Reduce carbon emissions 100% control |
from fossil fuels by 20% of ali fresh fibre-based
between 2005 and 2020 raw material

Reduce water consumption
by 15% and reduce organic
content by 30%
between 2005 and 2010

Compliance with |
Code of Conduct :
throughout the Group

i

Three themes to combat the recession

1. COST AND CASHFLOW

Costs were reduced by about SEK 1bn and

cash flow from current operations was

strengthened by SEK7.7bn.

¢ Restructuring programme and savings measu-
res in all parts of the Group reduced costs.

¢ Cash flow was strengthened due to higher ope-
rating cash surplus, reduced working capital
and lower current capital expenditures.

2. CAPITAL EFFICIENCY

Enhanced productivity and efficiency in large

areas of the Group contributed to increased

capital efficiency.

¢ The tissue operation in Europe raised profita-
bility through extensive rationalisations and
closures of uncompetitive units.

¢ Packaging pursued a large number of pro-
jects to increase productivity in approxima-
tely 50 production units.

Expansion in the Hygiene business

Several factors support continued growth in the
hygiene sector. There is a steady increase in the
age of the world’s population at the same time
as large populations are emerging from poverty
with greater disposable incomes. In mature
markets, consumers are becoming increasingly
aware of sustainability issues, while they also
seek a higher level of comfort. SCA is respond-
ing to growth opportunities through a broad
spectrum of activities: establishments in new
markets through selective strategic acquisitions
and the introduction of new products, as well as
growth in established markets with launches
and upgrades of products.

Examples:

¢ |n China, SCA will train about 10,000 nurses
over the coming 18 months, which supports
the ongoing market tests to launch inconti-
nence care. Increased knowledge reduces
the taboos that surround incontinence and
lead to increased use.

High market shares in baby diapers in the ra-
pidly expanding Malaysian market provides
good opportunities for the launch of feminine
care products.

Strong local positions and brands provide
support for the introduction of several pro-
duct categories in many markets.

3. INNOVATION

Innovation is a fundamental theme in SCA's
long-term strategy for growth and profitability.
Examples:

¢ Continued product development and value-
enhancing service offering in AFH under SCA's
global brand Tork.

* Development work in the European consumer
tissue business based on a new, consumer-
driven brand platform.

* All manufacturing of baby diapers has been up-
graded.

¢ Packaging successfully launched a proprietary
packaging solution for the confectionery category.

¢ Forest Product’s focus on high-quality publica-
tion paper, GraphoVerde, contributes to in-
creased growth, as does the development of in-
creasingly value-added window components for
window manufacturers.

¢ The acquisition of Algodonera Aconcagua, with
20% of the market for feminine care products in
Argentina, means that good opportunities exist
to introduce other product categories.

¢ During the year, a successful launch in the
Nordic region took place of Libero baby-care
products, such as baby oil, nursing pads and
wet wipes. Complementary products can uti-
lise and strengthen SCA's brand in several
markets.

* Tampons were introduced in Norway and the
launch will continue in new markets in 2010.
This further strengthens SCA's position in
feminine care.

SCA Annual Report 2009 7
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Return and capital structure

Required rate of return in operating activities
SCA measures and evaluates profitability in oper-
ating activities by monitoring return on capital
employed (ROCE). The target for ROCE in the
Group has been set at 13% and varies among the
business areas based on their different circum-
stances.

Required rate of return on investments

SCA's required rate of return on expansion invest-
ments shall satisfy the return requirement
assigned to each of the business areas. The
required rate of return is determined by the capi-
tal market’s estimated return requirement on an
investment in SCA shares and current long-term
interest rates. The return requirement, the
weighted average cost of capital (WACC), is
based on SCA's capital structure from a debt/
equity ratio of 0.70.

Dividend policy

SCA aims to provide long-term stable and rising
dividends. Over a business cycle, approximately
one-third of cash flow from current operations
(after interest expenses and tax) is normally allo-
cated to dividends. If, in the long term, cash flow
from current operations exceeds what the com-
pany can place in profitable expansion invest-
ments, the surplus shall be used to amortise
loans or is returned to shareholders through
higher dividends or share repurchases. The Board
resolved to propose a dividend of SEK 3.70 for
the 2009 financial year, corresponding to an
increase of 5.7% compared with 2008. Accord-
ingly, dividends have risen by an average of 5%
per year over the past decade.

Capital structure

SCA'’s debt/equity ratio, measured as net debt in
relation to recognised equity, was 0.60 at 31
December 2009. This was lower than SCA's long-
term target of 0.7. The debt/equity ratio target of
0.7 takes into account SCA’s business risk, the
composition of the product portfolio and its sub-
stantial forest holdings. Periodically, the debt/
equity ratio may deviate from the target. Over the
past decade, the debt/equity ratio has varied
between 0.39 and 0.70. SCA has a credit rating
for long-term borrowing of Baa1/BBB+ and short-
term borrowing of P2/A2 from Moody’s and
Standard & Poor’s, respectively, and a short-term
credit rating of K1 in Sweden from Standard &
Poor’s. During the autumn, Moody’s changed its
outlook for SCA from negative to stable. Standard
& Poor’s negative outlook for SCA remained
unchanged. For more detailed information about
SCA's financial risk management, see pages
50-51.

Incentive programme

SCA'’s incentive programme is designed to sup-
port the company'’s objective of creating share-
holder value. The programme for senior execu-
tives has two components: achievement of cash-
flow, growth and earnings targets, which are
determined annually by the Board, and the per-
formance of SCA shares compared with an index
consisting of SCA's largest global competitors.
For more information about the structure of the
programme, see Note 6 (Personnel and Board
costs), on page 73.

Strategic investments, acquisitions and divestments

SEKm

2005 2006 2007 2008 2009
M Personal Care

6,000
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2,000

1,000 I

-1,000
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-2,000
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Packaging il

Key ratios

2009 2008 2007
Operating margin (EBIT)
Margin® (%} 8.7 7.7 9.3
Cash flow from current operations
Outcome (SEK bn) 1.5 3.8 4.5
Return metrics
Return on capital employed" (%) 8.6 8.1 10.2
Return on equity" (%) 8.8 8.7 1.3
Financial metrics
Debt/equity ratio (multiple} 0.6 0.7 0.6
Market adjusted debt/equity ratio (multiple} 06 1.0 05
Debt payment capacity (%) 31 26 35

) Excluding items affecting comparability.
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Operations and structure

SCA is a global hygiene and paper company
that develops, produces and markets personal
care products, tissue, packaging, publication
papers and solid-wood products. SCA offers
products that make everyday life for people
considerably easier. Based on customer and
consumer needs, new and more value-added
products are constantly being developed for
consumers, institutions, industry and the retail
trade. SCA’s products consist almost exclu-
sively of renewable and recyclable materials.

Although Europe is SCA's main market, the Group
also holds strong positions in North America,
Latin America and Asia Pacific. Expansion takes
place through organic growth and acquisitions,
primarily within Personal Care and Tissue. SCA
owns approximately 2.6 million hectares of forest
land, which guarantees just under half of the
Group’s timber supplies and enables efficient raw
material integration and effective cost control.
SCA conducts extensive sawmill operations as a
natural complement to the forest operations.

Organisation

Organisation

SCA consists of four business areas — Personal
Care, Tissue, Packaging and Forest Products.
The business areas are organised in six business
groups. The SCA Personal Care Europe business
group manufactures and sells personal care
products in Europe and Africa. SCA Tissue
Europe’s operations involve manufacture and
sales of consumer and AFH tissue in Europe. Also
located in Europe is the SCA Packaging Europe
business group, which manufactures and sells
packaging solutions, and the SCA Forest Prod-
ucts business group, which manufactures publi-
cation papers, pulp, timber and solid-wood prod-
ucts. The SCA Asia Pacific business group manu-
factures and sells packaging, personal care prod-
ucts and tissue. The SCA Americas business
group includes both tissue and personal care
products.

The Global Hygiene Category (GHC) is a unit
that creates the potential for global growth in the
hygiene categories. GHC shall focus on long-
term strategies for all segments in tissue and per-
sonal care. To capitalise on synergies among the
business areas, GHC is responsible for customer
and consumer insight, innovation, technology
processes and brand development.

CEO and President

Significant events during the year

SCA'’s joint-venture company in Colombia, Pro-
ductos Familia S.A., acquired the Argentine com-
pany Algodonera Aconcagua. Although the oper-
ation is focused on feminine care, it also holds a
small market share in the baby diapers and incon-
tinence care segments. in addition, SCA decided
to invest in a new production line for incontinence
products at the plant in Veniov, Russia. In the
European tissue operation, the Pratovecchio
paper mill in ltaly was divested.

During the year, a restructuring programme
was implemented in the European packaging
operation. Measures included the closure of a
testliner mill in New Hythe and 11 corrugated
board plants in Europe. SCA decided to invest in
the containerboard mills in Aschaffenburg, Ger-
many, and Munksund, Sweden.

Within the forest products operation, a deci-
sion was made to invest in Ostrand pulp mill in
Timra, Sweden.

A detailed account of acquisitions, invest-
ments and divestments during the year can be
found on page 11.

Significant events for each business area are
detailed on pages 22-37.

l Corporate Staffs

Global Hygiene

Category (GHC)*

SCA Personal Care
Europe

SCA Tissue

SCA Americas
Europe

* GHC was established in 2008 to manage innovation, brand strategy and technology for the Group’s hygiene operations.
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Acquisitions, investments and divestments

SCA acquires company in Argentina through
its Colombian joint venture

In October 2009, SCA's joint-venture company in
Colombia, Productos Familia S.A., acquired the
Argentine company Algodonera Aconcagua. The
business is focused on feminine care products,
an area in which Algodonera Aconcagua currently
holds a market share in Argentina of approxi-
mately 20%, which puts the company in the
number three position in the country. With respect
to the market for feminine care, the three largest
companies in the market account for roughly
80% of sales. Algodonera Aconcagua also has a
small market share in baby diapers and inconti-
nence care, which offers potential for future
expansion in these segments. The acquisition
provides SCA with a foothold in a new and attrac-
tive market with considerable growth potential.
SCA's share of the purchase price amounts to
SEK 78m, excluding the acquired portion of net
debt totalling SEK 5m.

SCA upgrades energy plant at liner mill

in Aschaffenburg, Germany

In April 2009, SCA decided to invest in the con-
tainerboard plant in Aschaffenburg, Germany,
which is part of the packaging operation. The mill
has a capacity of 350,000 tonnes and is SCA's
most modern and efficient liner mill. More strin-
gent emissions standards, with additional limita-
tions on the amount of nitrous contaminants
(NOXx), require that the facility must be adapted. In
conjunction with these adaptations, two gas-fired
steam boilers will be installed. As a result, the mill
gains maximum distribution between electricity
and steam production, with high energy effi-
ciency. It will be possible to increase capacity to

400,000 tonnes, with a positive annual effect on
profit of about SEK 100m. This portion of the
investment has a payback period of three years.
The total investment will amount to SEK 635m
and will be fully implemented in 2011.

SCA invests in personal care in Russia

In response to anticipated consumer needs,

SCA decided to invest in a new production line
for incontinence care products at its Veniov plant
south of Moscow, Russia, which is part of SCA
Personal Care. In 2008, SCA established a plant
in the Moscow region, where it has since installed
production facilities for baby diapers. This plant
will be commissioned at the beginning of 2010.
The Russian market for personal care products is
characterised by rapid growth and the forecast is
that the market for incontinence care products
will expand significantly in the years ahead. The
decision entails that SCA - once the plant is in
place in 2011 — will be able to substantially reduce
its import of products from its plants in Poland
and the Netherlands. Accordingly, high duties and
transportation costs will also be reduced. The
investment cost for the new production line for
incontinence care products is approximately

SEK 138m.

SCA invests in increased efficiency and
reduced emissions in Timra, Sweden

In December 2009, SCA decided to investin a
new lime kiln at the Ostrand pulp mill in Timr4,
Sweden, part of the Forest Products business
area. The investment will entail an annual increase
in pulp production of 10,000 tonnes and an 80%
reduction in fossil-based CO2 emissions, since oil
consumption will be replaced with biofuel. The

investment will also cut chemical and mainte-
nance costs. Ostrand pulp mill produces 420,000
tonnes of chlorine-free bleached kraft pulp and
approximately 90,000 tonnes of chemically
treated mechanical pulp (CTMP). The new lime
kiln is scheduled to enter service at the end of
2011 and enables future expansion in capacity at
Ostrand pulp mill. The investment amounts to
about SEK 500m.

SCA invests in Munksund, Sweden

In December 2009, a decision was taken in pack-
aging operations to replace the existing winder
and install a new machine in Munksund mill, out-
side Pited, Sweden. The new winder will improve
delivery reliability, ensure future quality standards
and slightly increase production capacity at the
mill. The investment further improves production
of the premium product SCA White Top Kraftliner,
which is growing strongly in the market. This
grade of containerboard has a full-cover white
surface layer, which offers excellent printing char-
acteristics. The new winder is scheduled to go
online in spring 2011. The investment cost is esti-
mated at SEK 255m.

SCA divests Pratovecchio paper machine

in Italy

In December 2009, SCA sold its tissue facility and
paper machine - with an annual capacity of about
20,000 tonnes - in Pratovecchio, Italy. The sale
follows the March announcement of an action
programme aimed at improving supply-chain
operations in Italy by concentrating resources to
facilities in the nearby Lucca region. The pur-
chase price received amounted to SEK 65m, cor-
responding to the carrying amount of net assets.

SCA Annual Report 2009 11
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Other Group information

Environmental impact

SCA conducts 14 operations for which a permit is
required and six that are under obligation to sub-
mit reports in Sweden. Operations for which per-
mits are required or reporting is mandatory
account for 12% (17) of consolidated net sales.

Six permits relate to the manufacture of pulp
and paper. These operations impact the environ-
ment through emissions to air and water, solid
waste and noise. Seven permits relate to the pro-
duction of solid-wood and value-added products,
and biofuels. These operations affect the environ-
ment through noise and emissions to air and
water. One permit relates to the manufacture of
fuel pellets. This operation affects the environment
through emissions to air and water, as well as
noise.

The operations required to submit reports
comprise the production of corrugated board
(three plants), EPS packaging (two plants), and
display packaging (one plant).

The production of corrugated board packag-
ing, EPS packaging and display packaging
impacts the external environment through emis-
sions to air and water and by generating solid
waste.

Research and development (R&D)

During the year, research and development costs
amounted to SEK 738m (612), which is equivalent
to 0.7% of consolidated net sales. Research and
development is conducted both centrally and
locally in the various business groups. The central
activities are carried out in the form of R&D in the
fields of materials and technology, while the local
units work with product development, often in
direct cooperation with customers.

Parent Company

The Group’s Parent Company, Svenska Cellulosa
Aktiebolaget SCA (publ), owns most of the forest
land and other real estate relating to forestry

operations, and grants felling rights for standing
forest to the subsidiary SCA Skog AB. The Parent
Company is otherwise a holding company, whose
key tasks are to own and manage shares in a
number of business group companies and to per-
form Group-wide management and administra-
tive functions. In 2009, the Parent Company rec-
ognised operating income of SEK 196m (126) and
reported a profit before appropriations and tax of
SEK 33,351 (loss: 539). During the year, the Par-
ent Company’s net investments and divestments
in shares and participations in companies outside
SCA amounted to SEK Om (0). investments in
property and plant totalled SEK 80m (176) during
the year. Cash and cash equivalents at year-end
were SEK Om (0).

Distribution of shares

During the year, 7,904,854 Class A shares were
converted into Class B shares. The proportion of
Class A shares was 14.6% at year-end. The
number of treasury shares amounted to
2,767,605. Earlier applicable employee option
programmes expired during the year. Calculated
in accordance with IFRS recommendations, the
employee option programme does not entail any
dilutive effect.

Dividend

The Board of Directors proposes that the dividend
be raised by 5.7% to SEK 3.70 (3.50) per share,
representing 55% of earnings per share and 23%
of cash flow from current operations per share.
The dividend is expected to total approximately
SEK 2,599m (2,458). Accordingly, dividend growth
in the most recent ten-year period has amounted
to 5%. The Board’s assessment is that the pro-
posed dividend will provide the Group with the
scope to fulfil its obligations and make the
required investments. The record date for entitle-
ment to receive dividends is proposed as 29 April
2010.

Holding of treasury shares

Numb Per ge of share capital Paid/received remuneration
Total holding 1 Jan. 2002 1,800,000 18,000,000 0.78 18,090,000
Transferred in 2002 24,457 244,570 0.01 6,750,757
Transferred in 2003 65,426 654,260 0.03 15,972,803
Transferred in 2004 56,165 561,650 0.02 15,135,024
Transferred in 2005 51,669 516,690 0.02 13,496,430
Transferred in 2006 349,145 3,491,450 .15 104,680,700
Transferred in 2007 252,902 2,015,340 0.09 62,751,693
Received from 3:1 split 2,154,576 0
Transferred in 2008 387,207 1,290,690 0.05 30,491,756
Total holding 31 Dec. 2009 2,767,605 9,225,350 0.39 9,271,477

See also Note 45.
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Guidelines for remuneration of senior
executives

The Board has decided to propose to the 2010
Annual General Meeting the following unchanged
guidelines for determining salaries and other
remuneration for senior executives to apply for
the period following the Annual General Meeting.

“Remuneration to the CEO and other senior
executives will be a fixed amount, possible varia-
ble remuneration, additional benefits and pension.
Other senior executives include the Executive Vice
President, Business Group Managers and equiva-
lent, and Central Staff Managers. The total remu-
neration is to correspond to market practice and
be competitive in the senior executive’s field of
profession. Fixed and variable remuneration is to
be linked to the executive’s responsibility and
authority. For the CEO, as well as for other senior
executives, the variable remuneration is to be lim-
ited and linked to the fixed remuneration. The vari-
able remuneration is to be based on the outcome
of predetermined objectives and, as far as possi-
ble, be linked to the increase of value of the SCA
share, from which the shareholders benefit. Pro-
grammes for variable remuneration should be for-
mulated so that the Board, if exceptional circum-
stances prevail, has the possibility to limit, or
refrain from, payment of variable remuneration if
such an action is considered reasonable and in
compliance with the company’s responsibility to
shareholders, employees and other stakeholders.

In the event of termination of employment, the
notice period should normally be two years should
the termination be initiated by the company, and
one year, when initiated by the senior executive.
Severance pay should not exist.

Pension benefits are to be either defined benefit
or defined contribution, or a combination of both,
and entitle the senior executive to pension from the
age of 60, at the earliest. To earn the pension bene-
fits, the period of employment must be long term,
at present 20 years. When resigning before the age
providing entitiement to pension, the senior execu-
tive will receive a paid-up pension policy from the
age of 60. The pension is not to be based on varia-
ble remuneration. Matters of remuneration of senior
executives are to be dealt with by the Remunera-
tion Committee and, as regards the President, be
resolved by the Board of Directors.”

The Board’s proposal concurs with the guide-
lines adopted by the 2009 Annual General Meet-
ing. For information concerning the company’s
application of these guidelines and information on
the company’s expenses, see Note 6 on pages
73-74.



Sales and earnings

Operating profit, excluding restructuring costs
in packaging operations, improved by SEK
1,094m and amounted to SEK 9,648m (8,554).
The Hygiene business, comprising Tissue and
Personal Care, increased its operating profit
by 66% and 11%, respectively. Forest Prod-
ucts increased earnings by 13% while Packag-
ing’s earnings fell by 72%.

Net sales

SCA’s net sales rose slightly to SEK 110,857m,
compared with SEK 110,449m in the preceding
year. Sales for Personal Care and Tissue
increased by 10 and 8%, respectively, mainly as a
result of higher prices and an improved product
mix. The sales increase in emerging markets was
13% for Personal Care and 6% for Tissue. Net
sales for Forest Products increased by 2%, pri-
marily as a result of higher prices in the publica-
tion paper business. For Packaging, net sales
declined by 15% mainly due to lower prices. The
closure and divestment of packaging operations

in the UK and Ireland reduced net sales by 56%.
Exchange-rate movements had a positive impact
on net sales of 7%.

Earnings
Operating profit, excluding restructuring costs of
SEK 1,458m, improved by SEK 1,094m and
amounted to SEK 9,648m, compared with SEK
8,554m in the preceding year. The Tissue busi-
ness continued to improve its operating profit and
reported an increase of 66%. Personal Care and
Forest Products increased operating profit by
11 and 13%, respectively. Packaging’s operating
profit declined by 72%. Lower costs for raw
materials and energy increased operating profit,
while lower volumes and higher other manufac-
turing costs reduced profit. Intensified marketing
efforts and high campaign activity resuited in
increased costs for sales and administration.
Financial items declined by 29% and totalled
an expense of SEK 1,644m (expense: 2,317).
Profit before tax, excluding restructuring costs,

Summary income statement

Increase in
SEKm 2009 2008 2007 profit before tax
Net sales 110,857 110,449 105,913
Gross profit!) 26,113 22,259 21,101 28
Operating profit?) 9,648 8,554 9,847 0/
Financialitems - o644 0
Profit before tax2 8,004 : :
Tax?! 2,008 639 1,008 EBIT margin
Profit for the year? 5,906 5,598 6,909

1 In figures for 2008, rectassification took place between Cost of goods sold and Sales and administration

expenses.

8.7+

2) Excluding items affecting comparability in 2009 amounting to an expense of SEK 1,458m before tax and

SEK 1,076m after tax and income in 2007 totalling SEK 300m before tax and SEK 252m after tax.

Exciuding items affecting
conparability
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improved by SEK 1,767m and amounted to SEK
8,004m (6,237). The average tax rate for operat-
ing earnings was about 26%. Profit for the year,
excluding restructuring costs after tax of SEK
1,076m, amounted to SEK 5,906m (5,598).
Earnings per share, excluding restructuring costs,
were SEK 8.32, and including restructuring costs,
were SEK 6.78.

Key figures

The Group’s gross margin, excluding restructur-
ing costs, amounted to 23.6%, compared with
20.2% in the preceding year, and the operating
margin was 8.7 %, compared with 7.7% in 2008.
Return on capital employed, excluding restructur-
ing costs, increased to 9%, compared with 8% in
the preceding year, and return on equity was
unchanged at 9%. The interest coverage ratio
rose to 5.0, compared with 3.7 in the preceding
year.

Operating profit and operating margin

Earnings per share after dilution

Net sales, share of Group

SEKm %
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Operating cash flow

During the year, SCA worked actively to
improve cash flow and this approach yielded
results. Cash flow from current operations,
that is, operating cash flow after financiai
items and paid tax, increased by SEK 7,680m
and amounted to SEK 11,490m (3,810).

Operating cash surplus was up 13% compared
with the preceding year and amounted to SEK
15,733m (13,869).

In its work to improve cash flow, SCA focused
on such aspects as reducing working capital,
which had a positive cash flow effect of SEK
3,307m, mainly as a result of lower inventory
levels, which contributed SEK 2,210m. Working
capital declined in all business areas, except for
Packaging, where working capital was essentially
unchanged. Working capital’s share of net sales
declined and amounted to 7% (11). SCA’s efforts
to improve cash flow also resulted in a reduction
in current capital expenditure, which, during the
year, fell by SEK 1,316m amounting to SEK
4,037m (5,353), slightly less than 4% of net sales.
Operating cash flow improved by SEK 6,320m,
81%, and amounted to SEK 14,133m (7,813).

Financial items declined by SEK 673m and
amounted to an expense of SEK 1,644m
(expense: 2,317). The decline was an effect of
lower interest rates, which were offset by higher
average net debt. Tax payments were lower than
the preceding year and amounted to SEK 1,003m
(1,702). Cash flow from current operations
improved by SEK 7,680m, or 202%, and
amounted to SEK 11,490m (3,810).

Strategic investments to strengthen the
organic growth were prioritised during the year
and amounted to SEK 3,031m (3,109). The year’s
expenditure for strategic investments pertained
primarily to investments in Tissue and Personal
Care in Russia and Mexico, but also investments
in Packaging and Forest Products. Acquisitions
and divestments amounted to SEK 24m
(expense: 624). The dividend to shareholders was
lower and amounted to SEK 2,498m (3,128). Net
cash flow for the year improved by SEK 9,008m
and amounted to SEK 5,985m (neg: 3,023).

Net debt

During the year, net debt declined by SEK 6,572m
and amounted to SEK 40,430m (47,002) at year-
end. Net cash flow reduced net debt by SEK
5,985m. Net debt increased SEK 729m as a result
of the market valuation of pension assets, pen-
sion obligations and financial instruments.
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Exchange-rate movements due to the strength-
ening of the Swedish krona reduced net debt by
SEK 1,316m.

The debt/equity ratio dropped to 0.60 (0.70)
and the debt payment capacity improved and
amounted to 31% (26).

Operating cash flow, share of the Group

# Personal Care, 30%
™ Tissue, 41%

R Packaging, 6%

= Forest Products, 23% .

Summary operating cash flow statement

SEKm 2009 2008 2007
QOperating cash surplus 15,733 13,869 15,286
Change in working capital 3,307 -19 -1,299 Change in operating
Current capital expenditures, net -4,037 -5,353 -5,165 cash flow
Restructuring costs, etc. -870 -684 -695
Operating cash flow 14,133 7,813 8,127
Financial tems 1,644 2317 21,910 %
Tax payments, etc. ~999 1,686 -1,709
Cash fiow from current operations 11,490 3,810 4,508
Strategic investments, net -3,007 -3,733 -3,085
Cash flow before dividend 8,483 77 1,473
Operating cash flow by business area Cash flow, Group
SEKm SEKm
6,000 12,000
4,500 9,000
3,000 6,000
1,500 3,000
0 0
2006 2006 2007 2008 2009
e Personal Care Packaging e -3,000
o= Tissue Forest Products
-6,000

Capital expenditures

SEKm

7.500

6,000

4,500

3,000

1,500

2006 2006 2007 2008 2009

M Strategic capital expenditures
W Current capital expenditures, net

Depreciation according to plan ess

2005 2006 2007 2008 2009
B Divestments Cash flow before dividend e
MR Cash flow from current operations

I Strategic capital expenditures

&+ Company acquisitions

M Strategic restructuring costs



Financial position

Assets and capital employed

The Group's total assets declined 6% compared
with the preceding year and amounted to SEK
149,859m (158,968). Property, plant and equip-
ment decreased by SEK 1,610m due to impair-
ment losses of SEK 576m in conjunction with the
restructuring programme in the packaging opera-
tion and exchange-rate movements. Current and
strategic investments in fixed assets amounted to
SEK 7,016m and depreciation for the year to SEK
6,480m. Intangible assets and other property,
plant and equipment declined by SEK 951m
mainly due to exchange-rate movements. In total,
the value of intangible assets and property, plant
and equipment declined SEK 2,316m as a result
of exchange-rate movements.

Current assets decreased SEK 6,551m to SEK
36,052m (42,603) primarily as a result of SCA’s
work to improve cash flow resulting in lower tied-
up working capital in accounts receivable and
inventories totalling SEK 5,516m.

Working capital decreased by SEK 3,692m
and amounted to SEK 8,126m (11,818). Capital
employed was 5% lower than in the preceding
year and totalled SEK 108,336m (114,254).

A distribution of capital employed by currency is
shown in the table below.

The value in Swedish krona of the Group’s
foreign net assets increased because of the
changed Group structure, and at year-end was
SEK 72,591m (45,542).

Equity

During the period, consolidated equity rose SEK
654m to SEK 67,906m (67,252). Net profit for the
period increased equity by SEK 4,830m, while
dividends reduced equity by SEK 2,488m. Equity
decreased by SEK 731m due to remeasurements
to market value after tax of the net pension liabil-
ity, and increased by SEK 412m after tax as a
result of the remeasurement of financial instru-
ments. Exchange-rate movements, including net
investment hedging in foreign countries, reduced
equity by SEK 1,359m.

Financing
At year-end, the Group’s interest-bearing gross
debt amounted to SEK 44,104m (52,029). The
average maturity period was 2.6 years at the
same date. The decrease in gross debt was
largely due to the Group’s improved cash flow.
Net debt at year-end amounted to SEK
40,430m, compared with SEK 47,002m at the
beginning of the year. The net cash flow was posi-
tively impacted by SEK 5,985m. Furthermore, net

debt increased by SEK 729m due to the market
valuation of pension assets and obligations, as
well as the market valuation of financial instru-
ments. Exchange-rate movements resulting from
the weakening of the Swedish krona reduced net
debt by SEK 1,316m.

Key figures

The debt/equity ratio was 0.60 (0.70) and the visi-
ble equity/assets ratio was 45% (42). Return on
capital employed (ROCE} and on equity (ROE),
excluding restructuring costs, amounted to 9%
(8) and 9% (9), respectively. The capital turnover

Board of Directors’ Report
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rate was 0.99 (1.04). At year-end, working capital
amounted to 7% (11) of net sales.

Capital employed, share of Group

M Personal Care, 11%
B Tissue, 35%

MR Packaging, 24%

4% Forest Products, 30%

Consolidated capital employed by currency SEKm

2009 % 2008 % 2007 %
EUR 35,139 32 41,940 37 34,847 34
SEK 35,745 33 33,623 29 31,279 31
usD 8,339 8 9,298 8 6,890 7
GBP 8,182 8 7,911 7 9,895 10
Other 20,931 19 21,482 19 18,736 18
Total 108,336 100 114,254 100 101,647 100
Consolidated balance sheet

ROCE

SEKm 2009 2008 2007
Intangible assets 22,551 23,160 21,616
Property, plant and equipment 61,404 63,700 56,447 0
Biological assets 25,397 24,711 23,905 /D
Other non-current assets 4,455 4,794 5,845
Total non-current assets 113,807 116,365 107,813 g
Current assets 36,052 42,603 37,237 S
Total assets 149,859 158,968 145,050 Eamaan
Equity 67,906 67,252 64,279 Working capitad
Non-current liabilities 44,356 53,008 34,579
Current liabilities 37,597 38,708 46,192
Total equity and liabilities 149,859 158,968 145,050 %
Working capital 8,126 11,818 11,623
Capital employed 108,336 114,254 101,647
Net debt 40,430 47,002 37,368

Debt/equity ratio and debt payment capacity

Return on capital employed and equity

multiple %
08 60
0.7 50

2005 2007

«= Debt/equity ratio

2006 2008 2009

Debt payment capacity e

% 12

10

2005 2006
w Return on capital employed

2007 2008 2009
Return on equity e

Excluding items affecting comparability.
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Innovation at SCA

SCA has a long history of successful innovations. The company’s innovation activities
are pursued in line with a model adapted to match the requirements of the four busi-
ness areas. In recent years, the focus has been on honing innovation-related processes

and boosting their efficiency.

Innovation is a multi-faceted, complex configura-
tion of activities that emerge in various forms.
SCA categorises its various innovations and their
potential market impact on the basis of three
categories:

¢ Upgrade

* Next generation

¢ Breakthrough

SCA consistently strives to improve existing pro-
ducts and services, and these efforts are most
commonly referred to as upgrades. An upgrade
innovation is a modification of an existing offering,
and is a necessary move in the bid to remain com-
petitive and maintain high levels of satisfied custo-
mers and consumers. Upgrade is the most com-
mon form of innovation across all companies.
What SCA refers to as next generation innova-
tions occur when a completely new offering is
launched for an existing customer or consumer
segment. A good exampie of this is Tork Eleva-
tion, a new tissue dispenser system designed for

the AFH (Away-From-Home) market segment,
which is described in more detail on page 19.

Breakthrough innovations — which emerge sel-
dom in most industries — are new growth plat-
forms that completely transform an entire indus-
try, new customer or consumer segments or pro-
vide an entirely new offering to existing customer
segments. The launch of heavy incontinence care
products in the 1970s is one such example. The
new products replaced catheters — which caused
infections of the urinal canal and other problems
for patients — and created an entirely new market
segment.

Driving forces underlying innovations
Innovations are not just a matter of enhancing the
offering to existing customers and markets. A glo-
bal group such as SCA must generate new
demand and create new markets, while also
attracting new customers at minimum cost.

A number of interactive driving forces create
the need for continual innovation programmes in

SCA’s definition of innovation:

‘Innovations involve creating or identifying
perceptive solutions and successfully
launching them in the market.”
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the four business areas. Generally, SCA is com-

pelled to work with innovations in order to:

¢ Satisfy changing demands and requirements
among customers and consumers in terms of
environmental, economic and social factors.

* Create long-term, profitable differentiation vis-
a-vis competitors.

* Create value by combining higher customer
and consumer value with reduced manufactur-
ing and sales costs, thereby raising sharehol-
der value.

* Generate growth in sales, earnings and in the
number of customers and consumers.

General innovation model

The SCA Group has three basic building blocks
for innovation programmes in the business
groups:

* Customer and consumer insight

* New technology

* Business model



Innovations can start anywhere in the Group or in
cooperation with external partners in a network.
Experience proves that an innovation becomes
successful only when there is coherence between
customer and consumer insight, new technology
and business model.

The general innovation model illustrated
below shows the interaction of the various build-
ing blocks.

This type of model is used in SCA’s most inno-

vative areas of operations: Personal Care and Tis-

sue. Similar models are used in Packaging and
Forest Products.

Open innovation

In addition fo its in-house innovation pro-
grammes, SCA has increasingly applied the open
innovation model in recent years. This approach -
adopted in an effort to optimise access to com-
petencies and resources ~ involves using outside
resources alongside in-house competency as an
integral part of the innovation process. It is a nat-
ural step forward since good ideas are spread
across our ever-more globalised world in compa-

IThe Foonomist, “InneCentive: A market for ideas™, 17 September 2000

nies, universities and think tanks. Moreaver, open
innovation offers other benefits, such as new cus-
tomers and consumer insight and know-how from
related industries, which accelerate the develop-
ment process and cut costs.

For example, SCA has used InnoCentive,
which is a know-how community and innovation
broker based in Boston with 180,000 researchers
active in its global network. ) SCA has posted a
number of research and innovation-related chal-
lenges on InnoCentive’s web and the response
from researchers in the netwaork has been highly
satisfactory.

Open innovation is a complernent to in-house
innovation, and offers major potential to compa-
nies such as SCA to optimise the combination of
internal and external ideas.

SCA primarily uses open innovation in the
fallowing ways:

e Patent exchange

* Partnership with suppliers and selected
companies

= Utifisation of innovation brokers

aper adition

SCA's general innovation process

CONCEPT

DEVELOPMENT
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SCAR&D Centre

SCA R&D Centre in Sundsvall, Sweden, conducts
strategic research and development for SCA's
Forest Products and Packaging business areas.
The centre has specialist know-how that ensures
leading-edge expertise in key areas.

In the case of Forest Products, the focus is on
publication papers and pulp products; while
Packaging focuses on containerboard manufac-
turing and packaging sofutions. A key componeant
is the establishment and maintenance of contacts
with external research organisations.

SCA R&D Centre adjoins Mid Sweden Univer-
sity in Sundsvall. The centre pursues close coop-
eration with the university and shares certain
resources with the Fibre Science and Communi-
cation Network (FCSN). The close relationship
between product-oriented and academic research
favours both parties, since cooperation enhances
access to the skills base and facilitates recruit-
ment to the two organisations. The number of
employees at the SCA R&D Centre was 90 at year-
end 2009.

LAUNCH

Technology

S Discovery

T

R

A Consumer

T insight

E

G

Y Business
model

SCA's general innovation process represents a fundamental framework for
concept generation and innovation based on trends in the business environ-
ment, insight into customer and consumer requirements and technological

progress ~ while also being deeply embedded in the Group’s strategy and

business model. Thanks to well-defined process stages, creative and valua-
ble concepts emerge in an objective and time-effective manner ahead of
their market launch as value-creating and profitable products and services.
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Innovation in hygiene operations

SCA’s two hygiene operations ~ Personal Care and Tissue — both have a long history of innova-
tion. Innovation in the hygiene area is a prerequisite for retaining and strengthening market
shares, building strong brands and creating new values for customers and consumers. A higher
innovation pace and shorter launch times are two focus areas.

Some of the most important factors underlying
the establishment of the new organisation, Globat
Hygiene Category (GHC), were to bolster innova-
tion programmes and brand value, while capital-
ising on global economies of scale and boosting
competitiveness. By sharpening its focus and
raising the pace of innovation in the hygiene area,
SCA can meet changing demands and require-
ments among customers and consumers world-
wide. SCA further differentiates its offering by
building strong brands in a bid to reach new cus-
tomers and consumers.

) European Commission, Euro Barometer Survey July 2009.

Moreover, there is a growing requirement for
sustainable supply chains, products and solu-
tions. This development is consumer driven. For
example, four out of five Europeans say that they
take into account the environmental impact of the
products they purchase.!)

In addition, legislative measures are underway
to strengthen sustainability programmes. Guide-
lines are being introduced in EU member coun-
tries to encourage sustainable consumption and
production that promote green supply chains.?

2 European Commission, (DG Environment), “Towards a greener retail sector — Final report”, February 2009, in collaboration with GHK, Ecologic,

TME and Ekopolitika.

Naturally, the growing market potential may also
be viewed as a driving force for differentiated
innovation. Global economic trends — with more
people able to afford hygiene products, plus
changing demographics, with a growing world
population, especially among the eiderly — most
definitely require a greater input in innovation.
SCA must also ensure that it offers suitable prod-
ucts, solutions and business models to match a
growing number of segments.

SCA enhances public hygiene facilities

Many public hygiene facilities worldwide have
been given a facelift since 2009. SCA launched its
new tissue dispenser system, Tork Elevation, for
the AFH segment. This marked the largest prod-
uct launch by Tork — the global brand - during the
past decade. The dispenser system functions in
all sorts of toilets, as well as being functional and
easy to maintain since it:

¢ Combines a simple, sculptured shape with
soft rounder surfaces and corners. This re-
sults in a compact but nonetheless attractive
design that is readily cleaned.

* Meets the demand in small toilets with few
users as well as in larger hygiene facilities
with a high through-flow. There is a large
range of dispensers, soap and other products
to meet various requirements.

¢ Is user-friendly. The flexible and reliable paper
and soap feed helps to reduce consumption. In
turn, this leads to less waste, a reduction in
transport, reduced stocks and less costs for
customers.

Tork Elevation was awarded two international de-
sign distinctions in 2009 - iF Product Design
Award and the Reddot design award.

18 SCA Annual Report 2009
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Examples of innovations inhygiene
operations:

Tempo-Complete Care paper handkerchiefs.cons
taiiy A unigue combination of lotion and ethereal
oila: The lotion treats the skin and reduces the
“Yed nose” dsk, while the olls make it easier to
breathe: The product has proved a major sales
sticoess dand was ranked “Product of the year
20107 i fraly.

Plenty Active Wipe (marketed under the name
Zewa Aldiv Wisch-Tuchin'Germany) i the world’s
first household Hssue to include a cleanser. When
dampened, the wipes readily remove dist such.as
hanay, jam, oil and fat, ete. Even whenwet, the
paper.is resiiient, as well as being piodegradable
and has been dermatologically tested:

WooDiis a project aimed at developing a diaper
based on wood fibre. The projectisa cooperative
venture between the pulp producer Stdra Cell AB
and the Chalmers Institute of Technology. In a bid
to remove the oilbbased superabsorbents from
diapérs, attempts aréin progress to develop a
chemical pulp with higher dbsorption capacity
and & superior ability to vetain liguids:

During 2008, BCAlaunched acompléte new
range of baby-care products in'the Nordic mar-
ket Thisisan example of & category expansion,
which includes baby lotian; nursing pads and wet
wipes: The products carry the Nordie Swan envi-
ronmental label.

i the incontinence care ared, underthelena
brand, and in the baby diapers segment, a major

e-trade venturs aimed at customers and consum-
ers isunder way. Tena has créated an individual-
jsed portal for its customers where they canbuy
praducts and order product samples, as well as
downloading information and participating in net-
based communities. Tena's consurmer siteis
aimed at people who do not live in care institu-
tions and for whom discretion is:a Key factor,
sihce incontinence s a taboo subject for many.
The e-trading ventureis an example of anew
approach to customer and consurmer comimuni-
cations.

Armingskupor/Anmeindiaeg
nainlegs/ Livinsu
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Innovation in Packaging

SCNs Packaging businsss area has innovation expertisein many areas thrmuahout the srganisas

tow Facka

seeis to make the supply chaln more letible and gresnes b

strengthening retail outists antd reducing the complexdly of the paskeay ingiu

i sunes

SONs Mira Svsterm represents the futire in

shelf-ready packaging systems

Packaging's Mira Systerm is a module based,
lorn packaging selution for flat products,

thanewstore systemifor
Ahas exclusive rights.

The SCA systemimpacts the entire supply
ehdin-and-all vars; frommanufactirers,
packaging Suppliers and distiibutors to retail

ors, customers and consumers,

Aprart fr om making supply.chains more
flexible, less corr Halex and mol //sapstainabte,
the prinvary benefits of the Mira System isthat
itaffers shelf-ready outer packaging systems,

naking it easierto open; Use for signage, mar-
and purchases,; as wellas facilitating
the tecyciing of the products and packaging

Qihier innovations in Packaging:

i‘}; ringihe yszczr SCA organised the second.
Jeg) gr&»ﬁaﬂeﬁge, Thisehals:

E%mg S «~'tu:1%z§rzts throughout Eurgpe o come

Up with innovative ideas for the packaging
fents from 23 countries par:

i 108 evertt: The 2009 event

involved identifying a simple and sustainable

packaging design for existing products sold

vid retaif outlets.

A Beport 2008

Packaging consullant and production partners
Packaginghas close, long-term relations with its
customers, many of whom are leading brands
and resellers in fast-moving constmer goods
(FMCG) worldwide. By acting simultaneously as a
packaging constltant and production partner,
SCA plays an active role throughout the supply
chain, fromiindustrial production chains to store
shelves among rétallers throughout Eirope.
Packaging Is increasingly afull-service suppliat,
with a leading role in materials, design work and
supply=chain solutions:

Supplementary innovation expertise
Fackaging utilises the innovation expertise in
areas available at the SCA R&D Centre in Sunds-
vall and at Packaging’s innovation Centre in Bruss
sels, aswell as among the business area’s 17
Design Centres worldwide. Thisis done inclose
coopergtion with production, development, mar
keting and sales specialists at paper mills.

Driving forces behind innovation
Acost-effective, sustainable supply chain is a
significant dimension of business strategy that
creates competitive advaritages, The supply
chain can represent upto 50% of the operating
costs of a retail company and up 16 50% of a
company's total assets. ) Thus, a reductioninthe
supply chaln costs of just afew percent = for
example; through superiot, shelf-ready packaging
systems = vanentail substantial savings for retail
ers and FMCG producers worldwide.

AV Ei

Innovative design in Esagkagmg solutions s
vigwed as one of the p mary means ol reducing
carbon dioxide emissions m alabal supply

Lhams 2 chever *F%e r; ool more sustaing:

wastage I W@st@mfurope amne‘ gainie
foodis spoilt besmr@ Ireaches consumers

Close cmperafmn mth cuﬁiamars
For the Packaging bt;sa;s S area. cloge coopera-
Honwith custamem is Sﬁ ntegral ;:wi ol day-tor

> ) S aroupsue
plies more than 100 customised solutions dalivin
the European market. :

Meanwht&e a rzumber ﬁf m?af@qmd vimpor
tant innovation projects are nprogress that are
aimed at entering the customer's innovalion pipe:
line and creating long-term business relations,
This canbe achfevaa §y ravamg the vsiuw of th@

the over'atl costof product pdr’%ﬁl )
lagistics.




Innovation in Forest Products

tineuations dre & tool for the Forest Products business avea to further strengthen its competitive-
riess, Blforts inthis respect ;éegmit Forast Products 1o move up the value ¢halnand produce prod-
uets and sohutions with higher value and margins: By this means, SCA differentialas itsslit from the
reat of the industry, while also mesting requirements among business parners and customers.

Higher margins and value

Forest Products seeks to move up the value chain
and supply products and solutions with higher
value and margins, while also creating greater
satisfaction among business partﬁérs and cus-~
tomers. One example of SCA’s strategic shift
towards more value-added, customised products
is the cooperative venture with Ikea involving the
Gorm storage shelving system. SCA's sawmill in
Bollsta produces timber products designed for
the Gorm shelf, which accounts for about 10% of
thie sawmill’s total output. These products go
directly into'the sub=supplier Trateam’s custorm-
ised production line; where the shelving compo-
nents are finished and assembled automatically
together before being packaged for distribution to
Ikaa stores in the Nordic reégion, Benei}ix and Ger:
many. Some one million shelves annually will be
produced in this efficient and specially developed
facility.

SCAIs Europe’s largest private forest owner.,
From an.innovation perspective, this offers the
business area access to a wide spectrum of
resources and know-how, as well as the requisite
potential to work with development throughout

the valtie chain, making it a major competitive
advantage.

For example; 50% of solid-wood products are
customised for specific customers. This is the
result of robust relations with leading business
partners and customers and innovations in manu-
facturing processes, orgaisation, logistics and
business model adjustments.

Driving forces underlying innovation
Productive; cost-effective production plants =
and not necessarily a high market share - are a
precondition for favourable profitability. As a
result, the company applies whatis referred to-as
the strong=mill concept; which focuses resources
ofi a number of large, high-tech papet-and pulp
mills: The concentration of resources and know-
how creates a platform for value-building innova-
tion = resulting in market-leading product devel-
opiment and manufacturing. Operationally, each
mill has production; development and marketing
specialists who work clogely with the SCA R&D
Centre in contributing a broad spectrum:of innos
vation projects in designated areas to meet
demands from business partners and customers.

Board of Diregtors’ Heport
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Growing significance of biofuel

SCA’s FSC certified forests are substantially more
productive today than they were justa few dec-
ades ago. This permits an-expansion of forest-
based production, including the economic pro-
duction of biofuel, and opens up application
areas for tfree branches, crowns, roots, sawdust,
peat and processed products, such as pellets
and briguettes. SCA BioNorr supplies hauseholds
and central boilers with pellets, a market with an
annual growth rate of 20%. SCA’s pellets plant in
Harnosand is one of the largest in Sweden.

SCA's existing forest products facilities are
ideal for the development of new, energy-related
praducts and solutions. Instead of being com-
pelled fo build “green” facilities, it is now possible
o add bioconversion or thermo-chermical proc-
esses around SCAs existing paper mills in Europe
to generate bio-energy or produce bio-products.
This offers SCA the potential to raise produc-
tivity and profitability in existing manufacturing
structures.

Smaller plants save time and space

The PowerPot plant is a new, smaller plant:sup-
plied by SCA NorrPlant, PawerPot conducts culti-
vation, transport and planting cheaper, since
almost twice as many plants can be accommo-
dated per case compared with SCA's normal-size
plants; or what are referred 1o as JackPot plants:

Theinside of the pots are coated with copper.
paint; just ike the pots forthe dackPot plants,
which misans they bulld a good roct system . The
copper means that the roots stop growing when
thay come into contact with the side of the pot, but
when removed from the pot and planted in soll,
they resurne thelr growth. Since the roots are not
forced to bend around the sides of the pot; they do
not became deformed but, instead, grow straight
out, very much like roots In natural regeneration
plants. Major field tests are now in‘progress and
the inifial results are very promising. i the tests
continue to show equally gaod results, PowerPot
will see a commercial launch during 2011,

Examples of other innovations:

At the Laakirchen paper millin Austria, SCAhas
developed a high-quality 8C-paper grade, Grapho-
Verde, designed for magazines and catalogues,

and based on more than 50% recovered fibre. In
the past; the view was that it was impossible to
manufacture top-quality paper grades using such
& high proportion of recycled fibre. Gustormer
demand has been substantial; with salesrising
50% amid an otherwise declining market. In a bid
to boost sutput, SCA has invested in higher
capacity forthe manufacture of pulp based on
recovered paper in Laakirchen, which also
reduces energy and wood consumption.

Wind power is an energy source that can be
linked to SCA’s considerable forest holdings.
Already, there are 64 wind turbines on SCA’s land
and a cooperative venture is in progress with the
Norwegian energy producer, Statkraft, in respect
of six future wind farms with a total of 455 wind
turbines and an output of 2,4 TWh-annuatly. The
winid power project is an example of new applica:
tion areas for SCA's forest holdings.

SCA Annual Heport
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Pergonal Care

Market position and brands
SGA is one of the world's largest players in per-
sonal care products and the global market
leader inincontinence care products. SCAhag
a portfolio of global, regional and local brands.
Tena - SCA's brand for incontinence care -
generates sales of more than EUR 1bn annu-
ally, and is a world leader inincontinence care.
I baby diapers, SCA is the market leader in
the Nordic region, with its Libero brand
accounting for a market share of more than
80%, and is also displaying rapid growth in
Russia and parts of Eastern Europe. In-South-~
east Asia, SCA holds a leading position with'its
Drypers brand and in South Ametica with
Pequefiin. In feminine care; SCA is market
leader in the Nordic region, as well as in‘large
and rapidly-expanding markets in Latin Amer-
i¢a. The Libresse, Saba, Nosotras and Nana
brands are supported by SCA's global brand
platform.

Treagurdl

vesmeritonl

Bhero

Innovation and product development
SCAiInvests considerable resourcesin its
efforts to gain deep insight into consumer and
customer needs. This insight forms the basig
forthe Group’s innovations and product devel-
opment. The-nurmber of launches of new and
upgraded products is on the rise. The empha-
sis s on function, fit, design,.and costs,

Targets
5.7 9% arganic growth, with a minirum-of 30%
return on capital employed:

Production and sales channels

28 plants in 20 countries. Products are distrib-
uted via the retail trade and care institutions in
more than 100 countries.

Average number of employees
7,269 (7,648)~5%.

Strategic priorities:
s Develop SCA's world-leading position in

incontinence care using the Tena brand.
Continue the programmes involved in the
global brand platforms and utilise synergies.
Increase the growth rate infast-growing
markets in Eastern Europe, Southeast Asia,
Latin America and the Middle East.
Continue'to gain in-depth insight into-con-
sumer and customer needs and apply this
knowledge to praduct development and in-
crease the launch rate of innovative product
offerings.

Continuously enhance production and dist-
ribution efficiency.

Grow through category expansion under
global brands and a greater share of high-~
value products.

Strategy

Incontinence care

SCAs top priority in incontinence care is mair-
taining & high growth rate incall segments; with
strengthenead global market leadership in devel-
oped markets and establishing feading positions
in Eastern Europe, Southeast Asia and Latin
America. Increasing understanding and accept-
ance among consumers is crucial as regards
incontinence; a topic thatis often surrounded by
soclal taboos. Demand is strengthened through
information and markefing supported by effec-
tive; comfortable and easily accessible products.
SCA aims to enhance its léading position through
superiof consumer insight, innovative product
development and efficient production.

Baby diapers

SCA plans to continue strengthening the favoura~
ble positions of its own brands in such mature
markets as the Nordic region, New Zealand and
selected markets in South America, as well asin

fast-growing markets in Eastern Europe, Russia,
the Middle East-and Southeast Asia.

Inthe case of retailers’ brands, the aimis to
enhancethe efficiency of the business modet to
ensure competitiveness and profitability.

Feminine care

SCAholds strong, selective market positions in
Europe, Latin America, Australia and New Zea-
land; and is focusing on growth in'the fast-grow-
ing markets i Eastern Europe and the Middle
East. Feminine care products are developed for
the company’s own regional and local brands;,
which are supported by a global brand platform.
Based on in-depth consumer and customer
insight, SCA prioritises investrments in new prod-
uct concepts and marketing and endeavours to
strengthen its competitiveness through continu-
ous efficienicy enhancement and cost-effective
production in such areas as Eastern Europe.

Production and business processes
Production efficiency is consistently improved by
means of modernisation and investments in new
and existing facilities. As a result; these efforts
enhance the cost structure and strengthen prod-
uct quality and operational reliability.

Qutlook

incontinence care offers considerable long-term
potential as a result of an aging population in
mature markets, a low market penetration rate
and access to highly populated growth countries.
SCA develops and upgrades its product range for
all sales channels that are expected to show con-
tinuing high demand. In the feminine care and
baby diapers segments, the global brand plat-
forms offer favourable potential for continuing
growth in markets with alow penetratior rate and
high demand, such as Eastern Europe, Latin
America, the Middle East and Southeast Asia.
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Incontinence care
tncontinence affects between 5 and 7% of the
world's population. The global market totals
some SEK 80bn; and is growing at about 5%
annually; F:Ei.src»pe accounts for slightly more than
40% of the total market and North America for
justunder 30%. Market growth is driven'by a
higher pace of innovation, increasing markst
penetration, anaging p@pﬁ!aticsn, rising house=-
hold incomes and growing welfare requirements:
Market penetrationin émarging markets is low.
institutional care and homecare account for -
629 ofthe global market. Here, the main focus s
o supplying Ngt‘)»quaiitypmdu/éi;s’ combined with
qualified advisory services that simplify handling
procedures and reduce costs for care providers,
The retall market is the Tastest growing segment,
accourting for 88% of the global market. SCA pro-
vides support through fnformation, advertisements
and the development of products that are increas-
ingly discreet, easy to use and effective. SCA s the

s

Incontinence care = global market shares

;9%

rocucts; 7%

global market leader in incontinencs care, with
sales in mote than 100 countries;

SCA commancs 4 very strong position in
Evrope, with arnarket share of some 40%,

Baby diapers
The global market totals approximately SEK
150bn; and is estimated to grow at about 6%
annually: The European markel acoounisfor
almast 30%, withvannual growth of about 5%
The mostsignificant growth is:in Asta, LatinArier-
ica and Africa, whete birth rates are high and
household incomes are riging: The majority of
children worldwide under the age of two stilt do
not enjoy the practical and effective hygiene pro-
vided by disposable diapers, which means that
thereis significant future potential

SCAls the third largest player in the European
market, with a share of 12 % Inthe Nordic region,
SCAhas more than60% of the market with its
Libero brand, which is also growing rapidly in

Russia and parts of Eastern Europe. 8CA also ’
holds leading positions in parts of Southeast Aam

and Latin America. SCA markets l:uai‘m/ dispersin
some 70 countries:

Feminine cara

The global market amauz 1540 about SEK 10000
andis growing by approvimately 39 annually The
&Zumpéah market acoounisforabout 25% and s
dominated by pads, repr e e0% whiﬁe‘s

market shérec:f 8%‘ The . mg fé:rm% m ’Efﬁ

marketare a gmwin’ df?’i?géf ot women of child:

i mature markets The m}poﬁ,sorv of 'wim i3
increasing in Latin Ama) Russia, Bastern
Eurape; and the Midd

market leaderin several major marke

farminine care products iri more than 80 muntmw

SR

Incontinence care - sales ﬁhannels,
global market

Baby diapers - brand categories,
Europe

Fefminine ¢ care brart{i categories,

ety 38%
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Operations in 2009

Kay events
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Net sales rose by 10% to SEK 25,716m (23,331).
The rige in sales resulted fromhigher prices and
an improved product mix. Volumes remained
stable. Exchange-rate movements increased net
sales by 7%. Sales in growth countries rose by
139, with a notable rise in Russia and Malaysia.
Competition remains intense in theretail sector,
with higher campaign intensity. SCAretained its
market shares. i

Via its 50% owned company.in.Columbia,
Productos Farmilia, SCA acquired the Argentinean
company, Algodonera Aconcagua. The purchase
price was SEK 165m on a debt-free basis. Opera-
tions-focus onfemining care and Algodonera
Aconcagua has a market share of 20% in Argen-
fina; ranking the company number three in the
country. Algodonera Aconcagua alsohas a small
market share in baby diapers and incontinence
care, offering the potential for future growth in
these segments.

Incontinence care continued to see favourable
demand, and SCA's Tena brand increased its
sales by 11%. Sales to the healthcare sector=the
largest customer segment = rose some 10%-amid
continuing intense competition. The retait sector
continued to show sizeable growth. Growthin
Latin American countries was favourable. Other
robust markets during the vear included Ger-
many, France, Italy, Russia and Eastern Europe.
During 2009, a decision was made 16 expand pro-
duction capacity for incontinence care in Russia.

in'the baby diaper segment, sales rose 8%.
The sales trend in emerging markets, such'as
Latin America; Malaysia and Bussia, showed
double-digit growih. The upgrade of technology
and product quality for baby diapérs was com-
pleted during the year. Under the Libero brand, a
category expansion was conducted in'the Nordic
region through which baby-care products carry-
ing the Nordic Swan environmental label = such
as wet wipes, baby lotion-and nursing pads=
were successfully launched. The business area
also launched a new range of Swan-labelled dia~
pers i the smallest sizes under the Libero brand.

Feminine care sales rose by 11%. Growth was
favourablein the major markets in Western
Europe, Russia and Mexico. Thelaunch of tam-
pons in Norway under the Libresse brand proved
successful. 2010 will see the launch of tampons
in new markets.

SCGAs sales by product segment

SCA’s sales by region

BE- ncontinen 559,
@ Baby diapers, 28%

i Femining care, 16%

BGAg sales 1o Totaliers” brands
as s proportion of total sales:
l! sontiance care; 0%

W Europe, 67%

B North America, 11%
18 Latin America, 8%
i Astd, 7%

B Australasia, 49

i Other, 3%

Board of Directors’ Raport
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Operating profit rose by 11% to SEK 3,235m
(2,912), due to animproved product mix and
higher prices, notably in baby diapers. The major
generation shift to new baby diaper products in=
creased manufacturing costs. Marketing costs
rose; especially in Eastern Earope and Russia.

Operating margin was 12.6% (12.5).
Reéturn on capital employed totalled 29% (28),

Operating cash surplus amounted to SEK
4;467m (3,940). Operating cash flow increased to
SEK 4,436m (2,591). Higher operating cash sur-
plus ~ combined with lower working capital and
slightly lower current capital expenditures ~con-
tributed to the improvement.

Capital expenditures amounted to SEK 2,027m
(1,685). Major investments in a new product ge~
neration of baby diapers in 2009 enhanced cor-
petitiveness and growth potential. A decision was
made to invest SEK 138m in a new production
line for incontinence care at SCA's millin the Tula
district in Russia. The production fine is scheduled
o be put into operation in 2011.

Key figures
Group

SEKm 2009 - share, % 2008
Net sales 26,716 237 .23,33
Operafing cash surplus 4467 28 - 3,840
Change inworking capital 835 -363
Currernt capital expenditures ~795 20 ~310
Other changes in operating
cash flow =71 =86
Operating cash flow 4,436 30 2,591
Operating profit 3,235 32 2912
Opsrating margin, % 13 12
Capital employed 11,430 11 10,383
ROCE, % 29 28
Strategic investments

plant and equipment ~1,232 41 ~77H

restiucturing costs 0 0

company acquistions/

divestments 44 0
Average number of employees 7,264 15 7,648

9 Groip share excludes items affecting comparablfity and other
operations:

BCA Annual Hepurt 2009 25
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Tissue

Board of Directors Heport
Tissue

Market position and brands

SCA s Europe’s largest and the world's third
largest supplier of consumer tissue: For AFH
tissue, SCATs number one in Europe; number
three globally and numberthres in North Amer-
ica. For consurmer tissue, a new brand platform
was developed toimprove the performance in
meeting consumer requirements and rational-
ise an extensive brand range and, thus; build
stronger brands overtime.

Inthe consumer rarket, Tempo and Zewa
are the leading brands in-much of Europe. Zewa
ia'also the clear market leader in Russia and parts
of Eastern Europe. Edet holds a solid position in
the' Nordic region: In‘'emerging markets, such as
Columbia and Mexico; SCA has strong positions
with brands such as Familia and Regio.

Tork, SCA’s global brand in AFH tissue; is
number orie in Europe and one of the leading
brands In North America. Tork has annual sales
of more than EUR 1 billion.

innovation and product development

SCA s the market leaderin innovation and
product development based on deéep insight
regarding the needs and behaviour of consum-
ars and eustomers: The focus of the compa-
ny's activities is of the development of materi-
als and functionsto ensure a broader selec-
tion, enhanced strength, softness and absorp-
tion capacity. I collaboration with customers,
SCA develops complete service offerings,
products, a broader range, design,; marketing
and logistics solutions that are cost effective
and add value for suppliers and retailers.

Targets
3-49% organic growth with a minimurm of 13%
return on capital employed,

Production
36 Tacilities in 18 countries.

Average no. of employees
17,714 17,109y + 4%

Strategic priorities:

¢ Continueto strengthen the global Tork
brand in AFH tissue.

e Strengthen SCA brand positions for con-
sumertissue.

¢ -Provide a clearer, added-value offering for
retailers’ brands.

¢ Continue to focus on consumer and custo-
mer insight, innovations, product develop-~
ment and marketing.

»  Raise the company’s presence in emerging
markets, mainly through proprietary brands.

s - Consolidate partnerships with leading
wholesalers and retailers.

o Optimise the supply chain and production.

Strategy

The ability to understand the future demands of
consurners and customers is a fundamental strat-
egy for the creation of lasting value for all stake-
holders, SCAIntends to increase investmentsin
insight, innovation and product development,
with afocus on functionality; strength; softness,
design-and service concebt Inrecent years; a
large number of new and upgraded products
have bean launched and the service Tevel
enhariced, Theintegration of previous corporate
acquisitions has permitted-a continuing rationali-
sation-of the European tissue operations, with the
coricentration of production to well-positioned
and efficient facilities. New investments it Mexico
and Russia; for example, will improve profitability
and efficiency.

AFH tissue

Iri the AFH segment, SCA delivers complete
hygiene concepts to institutions and companies.
These include tisste products for various models
of dispensers, as well as soap and sewvices. SCA
has a global strategy and a global brand platform
« Tork: This provides significant synergies, since

there is little diffefence in consumerand customer
preferences with regard to paper and dispenser
systerms in different parts of the world. SCA
focuses on consumer and customer.insight to
enhance business benefits through a high level of
satisfied customers. These are active in such
dreas as healthcare, industry, offices, hotels and
restaurants. Products are distributed viawhole-
salers and service companies.

Consumer tissue
SCA offers retailers a complete range of products
in the highest quality segments under SCA's pro-
prietary brands and high-guality. products for
retallers’ brands. SCA’s target is to strengthen
brand positions in the mature European markets,
while maintaining the important market for retail-
ers’ brands. The rapidly expanding markets in
Eastern Europe are strongly brand defined. SCA
focuses on capitalising on the opportunities in
prioritised emerging markets and is market leader
i such countries as Russia and Colombia:
Eoranumber of years, SCA has been working
with a full-service offering that includes production

and delivery, as well as service cooperation for

produict development, produict range, design, mar-
keting and logistics. This service concept has been
well received by the leading European retail chains.

Production and business processes

The integration of the European tissue operation
gcquired by SCA is continuing on schedule: Man-
ufacturing and logistics are enhanced through the
relocation of production and investiments inmore
efficient facilities, combined with the discontinua-
tion of unprofitable capacity.

Outlook

Intensive programmes designed to restore profit-
ability are continuing with undiminished vigour.
High priority is devoted to pricing programmes, at
the same time as SCA intends to increase its
innovation rate and further strengthen its produc-
tion structure and customer service. The potential
for continuing growth in consumer tissue is
favourable; especially in emerging markets.

The market trend for the AFH segmentis deemed
stable.

Soh AnnualBeport
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Market

The global market for consumer tissue i valued ot spproximately SEK 300B annually snd i is

oegwing ala fasier vate thon GDP Burope accounts Tor soima 2
Q0% of the overall markat with arovith rates 613

and Novth Amerisa for abaut
antd A% restectivaly

growth rate s Eastern BElrope than in miore mslore minikaels
pusabicincomes and grester use of Bissue prodicts: The gl
anout BEK 100bn, of which North America and Western Buroos scocunt for lust oy

0%, vespectively, Inthis segm

the market s expanding by about 2% v Westerm

somenhatless the QS and by @ significantly bigher pate i the st obthe wor

Gemand forcorsumer Hissue was st@% inmature ke

s nontinued o]

or AFH tisste, demand declined in tha industry and ravel setment in 2000,

SCA's market positions

Hurops - Amerios

Bk
ikt

Sensumer isstie

Consumer tissue

Gonsumer tisaue Includes toilet paper; kitchen
ralls, factal tissue, handkerchiefs and napking,
SOA is:the largest supplier in Europe with a mar:
ket share of 26% and hasa teading position in the
rapidly expanding Russian market, SCA'is the
third fargest producerin Latin America and main-
taing strong positions in stuch emerging markets
as Golombia; Chile and Ecuador, and the major
Méxican market. In‘Australia, SCA commands the
nurnbertwo position. SCA sells appmximat@iy
489% ol its products under its proptistary brands
and the remainder under retailers’ brands. 8CA
cohducts salesin some 60 countries.

i

Brand categories, Europeéan market

T Manufactisors brands, 45%
W Retallers: brands, 6%

Market shares ~ Cor
EWQ&Q

) el
S o)

AFH tissue :

Product groups in the AFH segment are paper
towels; tollet paper, napkins, facial tissue,; dis-
pensers and tissue products used inindustey. The
fargest customer categorles are; hotels, restau-
rants and catering (HoReCa), offices, industry and
healthcare. The highest growth s in the HoReCa
segment, which is driven by travel, /murisfm and
thesuceess of fastfood chains. The office and
Industrial segment expands in line with industry
and the general economic conditions,

BCA s the third largest supplier worldwide in
ARH ti%ué: SOA is the market leader in Europe
with & market share of somie 18%, and is number
thres i North America with a market share of
1896 BOA's market position is paticularly strong
in the restaurant sector in North America, where

Abnnudl Beport 2009

nearly every second napkinis supplied by 8CA.
Gutside Western Europe and the US; market pens
stration rermains relatively low, thus offering con-
siderable growth potential.

SCAworks withya global platform fordevelop-
ment, production and marketing under the Tork
brand, whichis marketed in 80 countries world:
wide.

Products are distributed by wholesaters and
service companies. Gonsolidation is taking place
al the customer stage; which combined with an

increase in putsourcing, is fesulting in larger global

players in wholesaling, manufacturing, service

companies, and hotels and restatrant chains. This

consolidation benefits major companies with &
globalbrand plattorm, such as SCA.

Market ghé@s ~BFH tissus, Europe

i e
ericn




Operations in 2009

 Keyevenis ,

» New brand platform fo
 Europe.

e Launch of Tork B

European tissue
= Divestment of an ltalia
' » Restructuring in France, UK and Germany.
+ New produstion facility in Russ ‘

Net sales rose by 8% to SEK 41,425m (38,380).
Price increases and an improved product mix
increased sales by 3%; while a decreasein
volume had an adverse effect of 3%. Exchange-
rate movements had a positive effect of 8% on
net saleé. Salesinemerging mér{kets increased
by 6%, Synergies of SEK 455m from the Euro-
pean tissue acquisitionin 2007 were realised as
scheduled. The remaining SEK 245m is expected
1o b6 realisedin 2010 /

The strategy.of enhanced customer relations,
improved service levels, a higher pace in innova-
tion, product development and product launches
contributed to favourable sales and profitability
trends for the business area. Programmes
involved in the implementation of the new brand
platform for consumer tissue in Europe continued
throughout the year. The aim is to reduce the
number of brands and also highlight the differ-
ences among the brands designed for personal

hygiene and those aimed at homes and house-
holds: As part of these efforts, new products were
faunched under the Tempo (toilet paper) and
Plenty (kitchen rolls) brands. Innovation has high
priority and, thus, SCA has Jaunched Tempo
Complete care ~handkerchiefs with lotion and
atheredl oils, as well as Zewa Active wipe = paper
towels treated with cleéansers,

i the Nordic Region, SCA launched Edet Soft
Eco and Edet Cuisine = tissue manufactured from
100% recovered fibre. The Edet Ecorange’s
packaging consists entirely of renewable corn-
based bioplastics:

In a bid to meet the retail trade’s focus on
retailers’ brands, SCA has supported its brands
by means of higher campaign intensity. The
Mexican market is displaying favourable growth
and SCA has a stable second position:

In 2009, using its Tork Elevation dispenser
system, SCA made its largest productiaunch.in
the AFH sector inthe past decade. The launch
contributed to higher volumes and higher market
shares ina declining market, In the AFH market,
SCA's sales to strategic European customers
increased, despite the overall weaker market.
Prices remained stable: The downturm inthe
industrial segment was partly offset through
higher dermand for hand-hygiene productsinthe
aftermath of the new influenza virus. The launch
of Tork in'the US meant that the. proportion of
higher-value products rose to 26% from 189 in
the preceding year.

Board of Directors” Report
Tissue

Atissue production facility in Russia, with a
capacity of 30,000 tonnes, was commissioned in
November 2009 and is expected to considerably
improve SCA's cost position. The millin Pratovec-
chioin !‘caiy,{ with a capacity of 22,000 torines, was
divested. Restructuring was completed or com-
menced at mills in France, Germany and the UK.
The completion of the restructuring programme
will affect anet 200 jobs at the three mills.

Operating profitrose by 66% to SEK 3,946m
(2,375). The improvement is attributable to higher
prices, a better product mix, lower raw materials
costs and synergies from previous acquisitions.
North American tissue operations reported a
sharp improvement in profitability.

Operating marginrose sharply and amounted to
9.5% (6.2).

Return on ¢apital employed was 10% (6).

Operating cash surplus amounted to SEK
6,363m (4,446), with operating cash flow totalling
SEK 5,979m(2,434). The imiprovement in opera-
ting cash surplus was supported by fower wor-
king capital and slightly lower current capital ex-
penditures.

Capital expenditures totalled SEK 2,596m
(2,976).

SCAs sales by product segment

SCA's sales by region

W Cotsurmer tissue, 63%
6 AFM tissue, 37%

W Ewrope, B7%

i -North America, 17%
i Latin America; 8%
6 Australasia, 7%

e As»a, 1%

Key figures
Group

SEKm 2008  share, %" 2008
Net sales 37 .38,380
Operating cash surplus 3,368 40 4,448
Chiangs in working capital 1,196 ~292
Current capital expenditures ~1,301 32 ~1.466
Other changes in operating
cash flow ~279 =260
Operating cash flow 5,979 41 . 2434
Operating profit 3,846 39 23875
Operating margin, % 10 3]
Capital empioyed 37,196 35 36,568
ROCE, % 10 6
Strategic investments

plant and equipment ~1,285 43 =1,516

restructuring costs 0 0

company acquisitions/

divestments 68 -1,826
Average numberof employees 17,714 36.17,108

7} Giroup share excludes iters affecting cormparabiiity and other
aperations,

SR Annual Repori 2000 - 29
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Packaging

Board of Directors’ Report
Packaging

Market position

SCA is Europe’s second-largest producer of
corrugated board and containerboard and one
of the largest producers of corrugated board in
China, an extremely fragmented market.

Innovation and product development

SCA develops complete packaging solutions.
SCA's aim is to adapt and optimise the func-
tionality of its packaging solutions based on
logistics requirements and to deliver a com-
plete solution for each stage of the packaging
chain. This simplifies the packing and handling
of goods and makes transports more efficient
and cost effective. SCA is the market leader

within packaging design, which is becoming
an increasingly important competitive tool,
particularly in the area of consumer goods. The
company'’s aim is to create attractive opportu-
nities for product display in stores and to
strengthen brand recognition, which is a key
part of a product’s market communication.

Target
A minimum return on capital employed of 10%
over an economic cycle.

Production
About 200 facilities in 28 countries in Europe
and Asia.

Average number of employees
20,307 (22,828)-11%

Strategic priorities

¢ Implement rationalisation and efficiency en-
hancements to achieve higher profitability.

¢ Increase the proportion of complete packa-
ging solutions.

¢ Lead development in the packaging market
through innovation and product develop-
ment.

* Capitalise on growth opportunities in rapidly
expanding markets and profitable seg-
ments.

Strategy

With a combination of in-depth knowledge of
materials, modern packaging design and know-
how in the retail trade area, SCA is a full-service
supplier of packaging and packaging solutions.
SCA has developed three value offerings that
cover the full packaging chain of its customers; a
cooperative approach that also includes custom-
ers’ marketing and sales organisations:
¢ Packaging shall be a key part of market com-
munication and have an attractive design and
high-quality printing: Be seen.
Cost-effective transport requires optimisation
of packaging space based on logistic princip-
les, with an optimal strength-to-weight ratio:
Be moved.
¢ Customers’ production must function seam-
lessly in the actual packaging process and also
throughout their internal distribution chain for
packaged goods: Be secure.

Strengthening the company’s leading position
within packaging innovation and design is a stra-
tegic priority for SCA. With 17 Design Centers in
Europe and Asia and one Innovation Center in
Brussels, SCA offers unique strategic expertise
and competitiveness. At these centres, new
packaging solutions are developed, and new
technologies, material solutions and design tools
are tested in close cooperation with customers.

As Europe’s second-largest supplier of corru-
gated board packaging, SCA has considerable
potential to consolidate within its own existing
structure, focusing on market segments featuring
products with high-value content. Efficient pro-
duction and distribution to strengthen cash flow
and profitability is also a priority.

In the fast-growing markets in Eastern Europe
and Asia, SCA is primarily seeking growth within
high-value segments, such as packaging solu-
tions for consumer electronics, car parts and

other high-quality consumer packaging in which
the Group has achieved leading positions. SCA
has 15 facilities in Asia and 37 in Eastern Europe.

To strengthen competitiveness through cost-
efficient production, a cost-savings programme
was implemented during the year that will have
full effect from the second quarter of 2010. Total
savings will amount to SEK 1,070m on an annual
basis. Further cost-saving measures are in
progress to streamline production and reduce
capital tied-up in machines, goods and flows.

SCA’s long-term investment activities aim to
develop its leading positions in advanced pack-
aging in high value-added segments in line with
the Group’s strategy to be a full-service supplier
of packaging solutions. These segments have a
more stable rate of growth and offer SCA future
expansion opportunities and favourable profit-
ability.

SCA Annual Report 2009 31
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Market

The European corrugated-board market is valued at approximately SEK 230bn and generates annual growth of 2-3% over
a business cycle. The market in Europe is fragmentad; SCA is the second-largest player in BEurope, with a market share of
10%. Demand for consumer-goods packaging is stable and follows consuraption trends. Growth inn transport packaging

is sensitive to economic movements and varies depending on trends in the trade and manufacturing industries. The Euro-

pean corrugated-board market declined sharply as a resull of the economic downturn in 2000, High producer inventory
levels of containerboard and low demand led to price pressure during the year. At many producers, including SCA, exten-
sive production downtime was used to balance the offering of containerboard with declining demand. Towards the end of

the year, inventory levels were better balanced and price inc
orice of testiiner remained about 20% below the average price in 2008, at the

increased significantly in 2000,

wes for containerboard could be carried out. However, the
me time as the price of recovered paper

Corrugated board

Needs-adapted and purpose-designed packag-
ing is a prerequisite for international trade and is
thus a crucial factor in ensuring the welfare of the
global economy. To an increasing degree, pack-
aging is used to transport, market and sell its
content. Packaging is thus an important carrier of
the brand and market communication.

The two largest market categories for corru-
gated board packaging are the food and manu-
facturing industries, which account for approxi-
mately 45% and 25%. respectively. The largest
segment in the food industry is processed food,
followed by fresh food and beverages. Consumer
durables is another major market category. SCA
holds favourable market positions within trans-
port packaging where customers often seek to
establish long-term partners for complete logis-
tics and design solutions. Thanks to its market-

Corrugated board, producers in Europe {capacity)

s Other, 61%

Market data s bassd CA'S astimations.

A Annual Report 2008

leading position in innovation and design, SCAis
particularly strong in the more advanced food and
consumer-durables segments. In collaboration
with its customers, the Group develops complete
packaging solutions with exacting demands in
terms of the quality and appearance of packag-
ing. SCA holds large market shares in the fast-
growing area of international luxury goods.

Since corrugated board is relatively bulky and
expensive to transport in relation to its value, pro-
duction is carried out in close proximity to the
customers’ production facilities. The level of con-
solidation in the European market remains low
and there are a large number of small and mid-
sized producers. The production operations of
the five largest producers account for slightly
more than 40% of the European market.

Containerboard

SCA is Europe’s second-largest producer of con-
tainerboard, with production at six mills, four of
which produce recycled qualities. Similar to the
corrugated board market, the containerboard
market is fragmented in Europe. The five largest
producers account for about 45% of the total
capacity in the market.

Containerboard, producers in Europe (capacity}

# Other, 61%

Source: Poyry



Operations in 2009

Keyevents e
~» Comprehensive restructuring programme. .
_» Closure of container the UK.
e Clasure bfﬂ'cg}figgg

Europe.

¢ Production cutby

s Price increases for

latter part of the veal

& lnvestments in liner milis
 Sweden.

Net sales declined by 15% to SEK 28,359m
(33.441). Adjusted for divestments of operations
inthe UK and Ireland in 2008, net sales declined
by 10%. Lower prices and volumes accounted for
7% and 9%, respectively, of the fall in sales.
Exchange-rate movements had a positive effect
of 6% onnet sales, :

As aresult of the downturn inthe economy,
demand for corrugated board was weak during
the year. Price pressure intensified as aresuit of
thieg straincreated by large stocks of container-
Board in the'market. To improve the balance in'the
market, extensive production downtime was used
by many companies. SCA cut its containerboard
production by 350,000 tonnes:

Arestructuring programme wag initiated in April in
the European packaging business aimed at
adapting the operatior’s capacity and costs. The
cost of the programme amounts 1o SEK 1,700m,
of which SEK 640m relates toimpairment fosses
and SEK 1,060 is cash-impacting, On fullimple:
mentation, the programme will generate annual
savings of SEK 1,070m as of the second quarter
of 2010.

Measures during the year included the closure
of 11 corrugated board plants in Europe and the
earlier-than-scheduled closure of the container-
board plant in the UK, with a capacity 0f 260,000
tonnes: In 2009, the workforce was reduced by
1,500 positions: In:2010; a further 700 staff posi-
tions will be cut. Costs for 2009 amounted to SEK
1,458m and the remaining costs will be expensed
in2010. Savings amourited o just over SEK 300m
in 2009,

Operating profit* declined by 72% and amoun-

ted o SEK 413m(1,493). Lower prices and volu-

fmes were offsel somewhat by lower raw material
costs and savings from the ongoing restructuring
programme.

Board of Directors’ Report
Packaging

The operating marginwas 1% (4);
Return of capital employed amounted 1o 2% (6).

Operating cash surplus amounted to SEK
2.047m {3,062) and the operating cash flow decli-
ned to SEK 864m (1,267). The reduction resulting
from the lower operating cash surplus was offset
slightly by positive effects from reduced working
capital and lower current expenditures.

Investments totalled SEK 1,268m(2,385). A de-
Gision was taken to invest SEK 635m in the con-
tainerboard mill for recovered grades in Aschaf-
fenburg, Germany, and SEK 255m in-the kraftliner
millin Munksund, Sweden. The reason for the in-
vestment in Germany is new, more stringent
emission standards and the opportunity to safe-
guard the mill's energy supply at a lower cost than
currently applicable. The investmentin Sweden
relatés to a new winder that will further enhance
production of SCA White-Top Kraftliner. The in-
vestments are expected o be fully implemented
by 2011,

“Excluding restructuring costs of SEK 1,458m.

SCONs sales by product seérﬁent

SCA's sales by region

B Gonvention
packaging: 70%

gated board

fustrial packaging, 3%

5 Burope, 90%
B Asla 9%
B Other, 1%

Key figures
Group
SEKm 2009 - share, %" 2008
Net sales 28,359 257 33,441
of whitch internal 534 676
Operating cash surphis 2,047 13 - 3,082

Change in working capital 488 562

Current capital expenditures ~1,157 29 2118
Other changes in operaling
cash flow =515 ~239
Operating cash flow 864 6 1,267
Operating profit 413 4 1,483
Operating margin, % 1 4
Capital employed 25,799 24 26,362
ROCE, % 2 6
Strategic investments
plant and equipment -111 4 =267
restructuring costs 0 0
company acquisitions/
divestments 1,145
Average number of employess 20,807 41.22,828

 (3oup share excludes items atfecting comparability and gther
operations.
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Forest Products

Market position

SCA is the sixth largest publication papers
manufacturer and one of the ten largest solid-
wood product manufacturers in Europe. SCA is
Europe’s largest private forest owner, with a
holding of 2.6 miltion hectares of forest, of
which 2.0 million is cultivated.

Brands

Product brands include Luna, a pulp grade
with high absorption capacity, and Grapho-
Verde, a high-quality magazine paper with
more than 50% recycled fibre; and GraphoMax
—an uncoated publication paper grade based
entirely on fresh fibre. The printing characteris-
tics of GraphoMax are very impressive, making
the paper grade ideal for advertising materials
in particular.

Innovation and product development
Innovation is an integral part of SCA’s strategy
to shift its operations towards increasingly
developed products in high-value segments

Strategy

SCA has long commanded a position as one of
Europe’s most profitable producers of forest
products based on its in-depth consumer and
customer insight, high innovative ability, efficient
production, high value-added products, integra-
tion with SCA’s own wood raw material and a sus-
tainability perspective at all levels.

SCA specialises in the prime quality segments
in magazine paper — SC and LWC paper. These
paper grades are used for magazines, catalogues
and advanced printed advertising, which are all
areas that offer favourable long-term global
growth. This focus on quality segments is sup-
ported by the company’s in-depth knowledge of
pulp production, as well as its capacity for inno-
vation and ability to select the right raw materials
for specific pulp and paper grades.

In the solid-wood products area, the strategy
is to move towards more processed and custom-
ised products in markets that offer long-term
growth. SCA's own raw materials, production and
logistics expertise, and closer cooperation with
customers, generate competitive advantages.
SCA is a qualified supplier of purpose-designed
wood products to industry for further processing

and towards more attractive customer offer-
ings. The properties of the company’s publica-
tion papers are developed continuously, ena-
bling the product to match a newspaper’s or
magazine’s profile and message.

In solid-wood products, SCA develops
“Visible wood”, products for interiors and car-
pentry. “Developed wood” refers to products
that are customised for the next stage in the
processing chain and are supported by serv-
ices and warehousing integrated into the cus-
tomer’s distribution and sales. Development
programmes are not solely focused on prod-
ucts, but also involve the development of busi-
ness models, service, distribution solutions
and so forth. Much development work is con-
ducted with customers in an effort to identify
jointly beneficial solutions.

Target
A minimum of 11% return on capital employed
over an economic cycle.

into such items as panels, floors, windows, doors
and furniture. Finished-wood components for
window manufacturing, for example, represent
another growth market. Products for the “do-it-
yourself” markets are delivered planed and pre-
packaged. Service and advanced logistics solu-
tions are of key significance for the building
materials trade.

SCA works in close cooperation with its cus-
tomers in its principal markets in Scandinavia,
France and the UK. In the eastern US and Japan,
SCA is a specialised supplier within several niche
markets.

Integration of SCA's own wood raw material is
a key aspect of the company’s strategy that con-
tributes to stable cash flow and reliable supplies,
and facilitates quality and cost control. SCA's for-
est holdings are becoming increasingly important
as competition for timber raw material in northern
Europe intensifies and demand for biomass from
the energy sector grows. Having its own logistics
is part of the company’s integration strategy, with
loading and unloading terminals in Sweden and
on the continent and transports on environmen-
tally sound vessels.
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Average no. of employees
4,172 (4,224) -1%. :

Production

12 facilities in 3 countries.

Strategic priorities

Implement rationalisation and efficiency en-
hancement to achieve higher profitability.
Continue to shift towards increasingly deve-
loped products in high-quality segments in
publication papers and solid-wood products.
Continue to improve integration between fo-
rest and industrial operations.

Utilise the commercial strength of SCA's
leading position in the environmental area,
its use of a renewable raw material and its
recyclable products.

Capitalise on the major potential for energy
production and effective energy solutions
available in the company’s extensive hol-
dings of forests and forestland and in the
industry’s processes and by-products.

N

SCA's forest assets are located in northern
Sweden, where the Group has built up an efficient
supply system for its own mills and sawmills. The
company’s forest holdings are managed on a very
long-term basis.

Intensive programmes aimed at enhancing
profitability continue. Forest Products’ relatively
strong position offers the potential to win market
shares in a weak market. Long-term competitive-
ness is also favoured by access to the Group’s
own wood raw material and SCA’s environmental
profile. Innovation and product development will
continue, with the focus on further processing,
customisation in segments with favourable price
trends and growth to gain higher profitability. For-
est holdings, in-house energy supplies and the
focus on biofuel make up the basis for continuing
sustainability programmes.

Efforts are continuing with a view to realising
SCA's wind power venture via the agreement with
the Norwegian energy company, Statkraft, in
2007, which involves 450 wind turbines on SCA’s
land, offering a power capacity of 2,400 GWh
annually.
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Market

The European market for publication papers amounts to SEK 140bn. Magazine paper accounts for approximately 50%, while
newsprint primarily makes up the remainder. In 2009, demand for publication papers was very sluggish due to the financial
crisis and the resulting decline in advertising expenditure. The European market for solid-wood products amounts to some
SEK 110bn. Ali major European countries saw a reversal in house building in 2009, which adversely impacted the market for
solid-wood products. However, the renovation and extension market - in which SCA’s products are much in demand ~ was

not equally affected.

Publication papers

SCA’s sales of publication papers are made pri-
marily to the Western European market and to
major publishers of newspapers and magazines.
The market for publication papers was depressed
in 2009. Consumption declined by 14% for news-
print, 22% for LWC and 9% for SC paper. The
expected, trend-based market growth was
adjusted down as a result of more intense com-
petition for public and advertising expenditures
from electronic media. Magazine paper is still
expected to show volume growth, however, pri-
marily in Asia and South America, while the global
newspaper market is anticipated to remain more
stable, with a slight dip in Europe and North
America.

Publication papers definitions

Publication papers, producers in Europe (capacity)

LWGC paper Light Weight Coated

A coated paper with a high mechanical pulp content. Used for
high-quality magazines and advertising materials with demand-
ing colour-printing requirements.

SC paper SuperCalandered publication

A paper with a high-gloss surface and a high content of mechan-
ical and/or recycled pulp. Mainly used for catalogues, magazines
and advertising materials.

Newsprint

A paper used for newspapers that is based on mechanical puip
from fresh wood fibre or recycled fibre.

The European publication papers market is highly
consolidated. The five largest players have a mar-
ket share of 80% or higher for most paper grades.
SCA is the sixth largest publication papers manu-

W UPM-Kymmene, 22%
B StoraEnso, 19%

B Norske Skog, 10%
. Myflykoski, 8%

M Holmen, 6%

¥ SCA, 6%

W Other, 29%

Source: Péyry
facturer in Europe. SCA is the eighth largest

among manufacturers of LWC paper and sixth
among producers of SC paper and newsprint.

Pulp, timber and solid-wood products

Forest Products has a pulp capacity of 520,000
tonnes. Approximately 40% of this capacity is uti-
lised within SCA for the production of tissue and
publication papers. The remainder is sold to
external customers. The pulp market is exposed
to significant movements in volume and price due
to intense international competition. SCA has
positioned itself in the high-quality segment
based on its excellent access to and expertise in
unique long-fibred Nordic wood raw material.

The European market for solid-wood products
amounts to approximately SEK 110bn, with
demand primarily deriving from the construction
and house building industries, which are relatively
cyclical. SCA has further developed its operations
towards processed and customised, semi-finished
products and components with high-value content
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and more balanced demand. SCA’s sawmill opera-
tions are the seventh largest in Europe. The indus-
try is dominated by many small and mid-sized saw-
mills. Combined, the five leading suppliers account
for only about 20% of the European market.

SCA is Europe’s largest private forest owner
with a total of 2.6 million hectares of forestland.
2 million hectares are used for wood production,
of which about 5% has been set aside to preserve
key natural values. The remainder consist of for-
ests with a low industrial value. The company’s
forests are managed sustainably, which means
that growth exceeds felling, and are managed to
the highest standard for responsible silviculture
according to the Forest Stewardship Council.

In Sweden, SCA’s industries capitalise on the
high quality of the raw material from its own for-
ests. In the southern UK, far from the forests but

close to Europe’s largest concentration of paper
consumers, the jointly owned company Aylesford
Newsprint uses 100% recovered paper in the
production of newsprint. In Austria, close to the
large forests of the alpine region and major popu-
lation centres, SCA Laakirchen utilises fresh fibre
from the forest and recovered fibre in the produc-
tion of high-quality publication papers.

SCA is aiso one of Europe’s fargest suppliers
of forest biofuels, including branches, tops, roots,
bark, sawdust, peat and such processed prod-
ucts as pellets and briquettes. SCA BioNorr sup-
plies households and heating operations in
Europe with pellets. This market is growing by
more than 20% annually and continues to have
excellent growth prospects. The company’s mar-
ket share in Sweden is approximately 6%.



Operations in 2009

Key events

¢ Intensified streamlining and cost-cutting
measures to achieve higher profitability.

¢ Start-up of a new trimming unit at the
Tunadal sawmill.

¢ Development of the supply chain to the
building industry and building materials
trade to gain market positions closer to
customers and consumers.

¢ Start-up of new line for the production of
mechanical pulp at the Ortviken paper mill.

* Decision made regarding a new lime kiln at
the Ostrand pulp mill.

¢ Official permission granted for the first of
Statkraft-SCA Vind AB’s wind farms in
Sweden.

Net sales rose by 2% to SEK 16,983m (16,710).
Higher prices in publication papers operations
added 4% to sales, while sales fell by 1% as are-
sult of lower prices in pulp and solid-wood pro-
ducts. Lower volumes, especially for newsprint,
reduced sales by 3%. Despite a challenging mar-
ket, SCA increased its shipments of LWC paper
from the preceding year, largely thanks to a fa-
vourable trend in export sales. While demand for
standard grades declined, SCA enjoyed healthy

progress in volumes of its environmentally friendly
GraphoVerde SC paper. Despite a sluggish mar-
ket for solid-wood products, SCA increased its
shipments. SCA successfully exported substan-
tial volumes of publication papers and solid-
wood products to markets outside Europe. The
declining SEK exchange rate provided a competi-
tive advantage for Swedish units.

Operating profit rose by 13% to SEK 2,503m
(2,207). The improvement was primarily attribu-
table to higher sales prices for publication pa-
pers, in addition to lower costs for raw materials
and energy, and continuing production improve-
ments. Pulp operations and solid-wood products
reported a fall in operating profit due to lower
sales prices. Changes in exchange rates added
2% to operating profit.

Operating margin was 14.7% (13.2).
Return on capital employed was 8% (7).

Operating cash surplus amounted to SEK
3,233m (2,880), while operating cash flow rose to
SEK 3,305m (1,697). The higher operating cash
surplus — combined with lower working capital
and slightly lower current capital expenditures —
contributed to the improvement.
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Capital expenditures totalled SEK 1,153m
(1,426). A number of initiatives and projects were
completed during the year in an effort to establish
more robust market positions closer to custo-
mers, such as the development of the supply
chain to the building industry and the building
materials trade.

SCA's sales by product segment

SCA’s sales by region

M SC paper, 21%
M {WC paper, 19%
BB Newsprint, 17%
#3 Solid-wood products, 23%
W Pulp, 12%
Timber, 8%

"™\

I Europe, 88%

M Asia, 8%

W8 North America, 2%
% Africa, 2%

Key figures
Group

SEKm 2009 share, %" 2008
Net sales 16,983 15 16,710

of which internal 1,286 1,575
Operating cash surplus 3,233 21 2,880
Change in working capitat 797 -226
Current capital expenditures ~760 19 -874
Other changes in operating
cash flow 35 -83
Operating cash flow 3,305 23 1,697
Operating profit 2,503 25 2,207
Operating margin, % 15 13
Capital employed 31,359 30 30,964
ROCE, % 8 7
Strategic investments

plant and equipment -393 13 -552

restructuring costs 0 0

company acquisitions/

divestments -5 -25
Average number of employees 4,172 8 4,224

1 Group share excludes items affecting comparability and other
operations.

SCA Annual Report 2008 37



Board of Directors’ Report
Responsibility and governance | Corporate Governance

Governance for long-term
competitiveness

SCA in its current form, with operations in 100 countries, proprietary production in 40 and
with several areas of business, imposes rigorous demands on responsibility and govern-
ance. The ultimate aim of governance at SCA is to secure the Group’s commitments
towards all its stakeholders: shareholders, customers, suppliers, providers of credit,
society and employees — commitments that are expressed in the company’s business
targets and strategies.

From a strategic and business-driven perspective, responsibility and governance thus
take on other dimensions. SCA’s view is that by achieving success through governance,
the Group is also guided towards more effective control. The company’s business proc-
esses shall represent the focal point, with a set of rules and regulations that not only sup-
port these, but are distinctly integrated in the business operation.

In the past two years, several initiatives have been taken to simplify and focus internal go-

vernance and the internal rules and regulations. Central to this work has been:

¢ that governance and rules and regulations are highly commercially focused on busi-
ness goals and strategies,

* that the Group’s risks are thoroughly analysed and grounded in the business strategy
and governance work, both at a Board and operational level, and that

« follow-up and evaluation work is conducted with a high degree of quality and congruity.

Corporate governance, including remuneration, pages 38-45

This section describes the rules and regulations and the Group's corporate governance,
including a description of the operational organisation. it also details the Board of Direc-
tors’ responsibilities and its work during the year. Information regarding remuneration and
remuneration issues in SCA and internal control in the Group are also included here. SCA
applies the Swedish Code of Corporate Governance.

Risk management, pages 46-51

SCA's processes to identify and manage risks are part of the Group's strategy work and
are pursued at a ocal and Group-wide level. The section dealing with risk management
describes the most significant risks, and the policies and measures that the Group
applies to manage these.

Sustainability, pages 52-54

SCA'’s sustainability work is an integral part of the company’s business operation and
values. In the same way as governance and responsibility are based on targets and strat-
egies, the sustainability programme also applies this approach. This helps the company
to reduce risk and costs, strengthen competitiveness and attract talent and investors.

More detailed information at www.sca.com

* Articles of Association

* Swedish Code of Corporate Governance

¢ Information from Annual General Meetings in previous years, since
2004 (notices, minutes, President’s speeches and press releases)

J

President

SCA'’s President and CEOQ is responsible for and man-
ages the day-to-day administration of the Group and
follows the Board's guidelines and instructions. The
President and CEO is supported by the Executive
Vice President, who is also the CFO, and the Corpo-
rate Senior Management Team, see page 45, whose
work the CEO leads. The Corporate Senior Manage-
ment Team consists of the President, the Executive
Vice President, Business Group Presidents and the
equivalent, and managers for the corporate staffs
Finance, Communications, Strategy and Business
Development, HR and Legal Affairs. In addition, the
hygiene business has a separate management body.
The formal work plan for the Board of Directors and
terms of reference issued by the Board of Directors to
the President detail, for example, the division of work
between the Board and President. In consultation
with the Chairman of the Board, the President pre-
pares documentation and decision data for the
Board’s work.

SCA consists of four business areas (Personal
Care, Tissue, Packaging and Forest Products),
which are divided into six business groups. The
Group also has a global unit for category control
(brand, innovation and technology), Global Hygiene
Category (GHC), which leads and coordinates
these issues in the hygiene business.

Over the past two years, formal governance of
SCA's operational units has been considerabty
simplified, for example, a new delegation scheme
has been drafted.

SCA's business groups adhere to the principle
of distinct decentralisation of responsibility and
authority. The business groups are fully responsible
for developing their respective operations through
established goals and strategies; a process that is
also centrally coordinated. The business groups
are responsible for their operating result, capital
and cash flow. The position of the business and
results are followed up by the entire Corporate
Senior Management Team on a monthly basis.
Each quarter, business review meetings are con-
ducted where the management of each business
group personally meets the President, the CFO
and others. These meetings function as a comple-
ment to the daily monitoring of operations. Through
formal work plans and terms of reference, a
number of issues of material significance are
placed under the control of the CEO and the Parent
Company’s Board of Directors.

¢ Information ahead of the 2010 Annual General Meeting (notice,
Nomination Committee proposals, Board’s proposal for principles for
remuneration of the President and other senior executives, informa-
tion routines for notifying attendance at the meeting, etc.)

¢ Information from the Nomination Committee, since 2006 (composi- ¢ Earlier Corporate Governance Reports, since 2005

tion, proposals and work)

Information regarding SCA’s ownership structure is presented on page 5.
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Governance at SCA

Nomination Committee

The Nomination Committee represents the
company'’s shareholders and is charged with
the sole task of drafting proposals for adoption
at the Annual General Meeting with respect to
election and remuneration matters and, in cer-
tain cases, proposing procedural motions for
the next Nomination Committee.

Board of Directors’ Report
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o

Annual General Meeting (AGM)

The Annual General Meeting is SCAs highest
decision-making body, which all shareholders
are entitled to attend to have a matter consid-
ered and to vote for all shares held by the
shareholder. The company’s Board of Direc-
tors is elected at the AGM. The AGM also
appoints the company’s auditors.

]

Board of Directors
The Board of Directors has overall responsibility for
the company'’s organisation and administration
through regular monitoring of the business and by
ensuring the appropriateness of the organisation,
management team, guidelines and internal control.
The Board approves strategies and targets, and
decides on major investments, acquisitions and
divestments of operations.

In accordance with the decision of the AGM, the

Nomination

Committee Meeting

Remuneration
Committee

President and CEOQ

Executive Vice President

Business Group
Presidents

Annual General

Chairman of the Board

Board of Directors

External Auditors

Audit Committee

Board of Directors shali comprise eight members
elected by the Annual General Meeting with no depu-
ties. In addition, Board members shall include three
members and three deputies appointed by the
employees.

Chairman of the Board
The Chairman of the Board leads the work of the

Internal audit

Corporate Staffs

Personal
Care
Europe

Tissue

Europe Americas

* Global Hygiene Category) GHC was established in 2008 to manage innovation, brand strategy and tech-
nology for the Group’s hygiene operations.

Forest
Products

Packaging
Europe

Asia
Pacific

Board and is responsible for ensuring that it is effec-
tively organised and that work is efficiently conducted.
This includes continuously monitoring the company's
operations in close dialogue with the President and
CEO and ensuring that other Board members receive
information and decision data that will enable high-
quality discussion and decisions by the Board. The
Chairman leads the assessment of the Board’s and the
Prasident’s work. The Chairman also represents the
company in ownership matters.

T

Audit Committee

The tasks of the Audit Committee, which is not
authorised to make decisions, include monitoring
financial reporting and the efficiency of the compa-
ny’s internal control, internal audit and risk manage-
ment. The committee keeps itself informed on the

r

audit, reviews and monitors the impartiality and inde-
pendence of the auditors, and contributes proposals
for the AGM's election of auditors.

Internal audit

At SCA, itis the responsibility of alt employees to
ensure effective internal governance and control in the
operation or process for which they are responsible.
Since 2006, the internal audit is a separate function
with the task of evaluating and improving efficiency in
SCA's internal governance and control, as well as its
risk management. The function has 12 employees and
the manager reports to the Audit Committee and the
Board regarding internai audit matters and to the CFO
with respect to other matters. The internal auditors are
geographically located throughout the world where
SCA conducts operations. The function examines,
among other aspects, SCA's internal processes for
ordering, invoicing, purchasing and financial reporting,
IT systems, compliance with SCA's policies, including
its Code of Conduct, HR issues and various types of
projects. The function also offers internal advisory
services in connection with internal control matters.

External auditors

The company’s auditors, elected at the Annual Gen-
eral Meeting, examine SCA’s annual report and con-
solidated financial statements, the President’s admin-
istration and the annual reports of subsidiaries, and
submit an audit report.

The audit is performed in accordance with the
Swedish Companies Act and auditing standards in
Sweden as stipulated by FAR SRS, which are based
on international auditing standards according to the
International Federation of Accountants (IFAC).

Internal rules and regulations, etc.

* Articles of association

* Formal work plan of the Board of Directors

* Terms of reference issued by the Board to the
President

N

Remuneration Committee

The Remuneration Committee, which is not author-
ised to make decisions, drafts the Board’s motions in
issues relating to remuneration principles, remunera-
tion and other terms and conditions of employment
for the company’s senior executives. The committee
monitors and assesses programmes for variable
remuneration, the application of the AGM's resolution
on guidelines for remuneration of senior executives
and the applicable remuneration structure and remu-
neration levels in the Group.

External rules and regulation, etc.

¢ The Swedish Companies Act

* Swedish and international accounting legisiation
* Nasdaq OMX Stockhoim’s rules and regulations
* Swedish Code of Corporate Governance

» Policy documents (e.g. financial, communications,
risk management, pension, HR) and instructions

(payment authorisation and payment)
¢ Code of Conduct
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Activities during the year

Annual General Meeting (AGM)

The AGM was held on Thursday, 2 April 2009 in
Stockholm, Sweden. The meeting was attended
by 563 shareholders, either personally or by
proxy, corresponding to 63.9% of votes in the
company. Attorney-at-Law Sven Unger was
elected Chairman of the Meeting. All Board mem-
bers elected by the meeting attended.

Resolutions by the meeting

* dividend of SEK 3.50 (4.40) per share to be
paid for the 2008 financial year,

* re-election of Board members Rolf Borjesson,
Soren Gyll, Tom Hedelius, Jan Johansson, Leif
Johansson, Sverker Martin-L6f, Anders Nyrén
and Barbara M. Thoralfsson,

o re-election of Sverker Martin-Lof as Chairman
of the Board,

¢ adoption of guidelines for determining the
salary and other remuneration of the President
and other senior executives, see page 42 and
Note 6 on page 73.

The minutes of the meeting in full and information
on the 2009 AGM, including the President’s
speech, can be accessed at www.sca.com.

Nomination Committee

The 2009 AGM decided that the Nomination
Committee for the 2010 AGM should comprise
representatives of not fewer than four of the larg-
est and not more than the six of the largest share-
holders in terms of voting rights, as well as the
Chairman of the Board, who is also the convener.
The Nomination Committee shall submit propos-
als relating to the Chairman of the Meeting, the
Board of Directors, the Chairman of the Board,
Board fees and remuneration for committee work,
fees for the company’s auditors, and proposals to

the Nomination Committee prior to the 2011
AGM. In its work, the Nomination Committee shall
consider the rules that apply to the independence
of Board members and that the selection for
those nominated shall be based on expertise and
experience relevant to SCA.

Composition of the Nomination Committee for

the 2010 AGM

The composition of the Nomination Committee

for the 2010 AGM is as foliows:

* Carl-Olof By, AB Industrivérden, Chairman of
the Nomination Committee

¢ Hakan Sandberg, Handelsbanken Pension
Foundation, among others

¢ Pontus Bergekrans, SEB Funds

o Torbjérn Callvik, Skandia Liv

* Bo Selling, Alecta

¢ Sverker Martin-L&f, Chairman of the Board of SCA

This information was published on www.sca.com
on 23 October 2009.

All shareholders have had an opportunity to
submit proposals to the Nomination Committee.
The Nomination Committee’s proposals for the
2010 Annual General Meeting are presented in
the notification of the AGM and on SCA’s website
www.sca.com. The 2010 AGM will be held on 26
April, see page 105.

The Nomination Committee was convened on
three occasions. The Chairmen of the Board pre-
sented the Board evaluation that is conducted
annually, and provided the Nomination Commit-
tee with information regarding Board and com-
mittee work during the year.

Board of Directors
SCA’s Board of Directors comprises eight mem-
bers elected by the Annual General Meeting.

Board members Rolf Borjesson, Séren Gyll, Tom
Hedelius, Jan Johansson, SCA’s President and
CEO, Leif Johansson, Sverker Martin-Lof, Anders
Nyrén and Barbara M. Thoralfsson were re-
elected to the 2009 Board. Sverker Martin-Lof
was elected as Chairman of the Board.

The independence of Board members is pre-
sented in the table below. SCA complies with the
requirements of the Swedish Code of Corporate
Governance that stipulate that not more than one
member elected by the AGM shall be a member
of company management, that the majority of the
members elected by the AGM shall be independ-
ent in relation to company and company manage-
ment, and that not fewer than two of these shall
also be independent in relation to the company’s
major shareholders. All of the Board members
understand the requirements incumbent upon a
listed company. The employees have appointed
the following three representatives to the Board,
Lars Jonsson, Orjan Svensson and Thomas Wik-
lund, and their deputies, Anders Engqvist, Bert-
Ivar Pettersson and Harriet Sj6berg.

Board activities

In 2009, the Board was convened nine times. At
all Board meetings, the President held a presen-
tation of the financial and market position. In
addition, the established formal work plan
encompasses a number of separate points, such
as the adoption of the interim reports and the
annual report. On a regular basis throughout the
year, the Board has dealt with reports from the
Audit and Remuneration Committees and reports
on internal control and financial operations. The
company’s auditors presented a report on their
audit work during the year and these issues were
discussed.

Classification of the largest shareholders,
Nomination Committee 2010 (share of votes})

Board of Directors and committees

Committee Attendance
Indepen- Remunera- Board Audit Remuneration
% Board member Elected dent” Audit tion meetings Committee Committee
AB Industrivarden 29.1 Rolf Bériesson 2003 X 9/9 22
Handelsbanken Pension Foundation, among others 135  Soren Gyl 1997 X 9/9 6/7
SEB Funds 58  Tom Hedelius 1985 » X 9/9 2/2
Skandia Liv 37 Jan Johansson 2008 ] 9/9
Alecta 28  Leif Johansson 2006 9/9
Sverker Martin-L&f, Chairman 1986 ] X Chairman 9/9 77 2/2
Anders Nyrén 2001 W Chairman 8/9 717
Barbara Milian Thorlafsson 2006 9/9
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1) As defined in the Swedish Code of Corporate Governance.

W = Dependent in relation to the company's major shareholder, AB Industrivérden.

W = President of SCA, dependent in refation to the company and the Corporate Senior Management Team, and in relation to the company’s major

shareholder, AB Industrivarden.



The Board’s work in 2009 was strongly influenced
by the financial crisis and recession, and how
these events impact SCA’s operation. The Board
worked on and reached a resolution on a major
action programme in the Packaging business
area that will result in savings of about SEK 1bn.
In a strategy meeting during the year, the specific
implications of the recession on various custom-
ers segments was discussed, with a specific
focus on the graphics industry.

Issues relating to the future also shaped the
work of the Board in 2009. SCA'’s expansion in
emerging markets was in focus and decisions
were made on investments and acquisitions that
support this expansion, see page 11 for further
information. At the final Board meeting of the
year, the Board approved the operational strategy
and the financial plan for the period 2010-2012.

On different occasions, Business Group Presi-
dents and senior managers held presentations of
their operations.

Evaluation of the Board'’s work

The work of the Board, like that of the President,
is evaluated annually using a systematic and
structured process, the purpose of which is to
obtain a sound basis for the Board’s own devel-
opment work and to provide the Nomination
Committee with a certain amount of decision data
to assist in its nomination work. The Chairman of
the Board is responsible for the evaluation. In
2009, the evaluation took the form of a question-
naire and discussions between the Chairman of
the Board and members. The evaluation covers
such areas as the Board’s method of work, exper-
tise and the year’s work. The Board was provided
with feedback after the results were compiled.
The Nomination Committee was also informed of
the results of the evaluation.

Board and Committee meetings

Directors n n

]
Committes n |

Remuneration
Commitiee
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Audit Committee

In 2009, the Audit Committee comprised Chair-
man Anders Nyrén, Soren Gyll and Sverker Mar-
tin-Lof. The Audit Committee held seven meet-
ings in 2009. In its work that includes monitoring
financial reporting, the committee dealt with rele-
vant accounting issues, internal auditors’ reviews,
auditing work and a review of various measure-
ment issues, such as testing of impairment
requirements for goodwill, the measurement of
forest assets and the preconditions for the year’s
pension liability calculations.

Remuneration Committee

The Remuneration Committee consists of Chair-
man Sverker Martin-L&f, Tom Hedelius and Rolf
Borjesson. The Remuneration Committee held
two meeting during the year. In addition, a
number of issues were addressed by circular let-
ter, for example, in connection with various man-
agement changes. Activities in 2009 mainly con-
cerned remuneration and other employment
terms and conditions for senior executives, and
current remuneration structures and remunera-
tion levels in the Group.

Internal audit
The basis of the work is a risk analysis, which is
conducted in cooperation with SCA’'s manage-
ment team. The risk analysis concludes in an
audit plan, which is presented to the Audit Com-
mittee. In 2009, about 120 audit projects were
performed. During the year, the function reported
its observations at each meeting with the Audit
Committee and on one occasion to the Board of
Directors of SCA.

Work in 2009 also involved following up the
units’ progress with process-based control, fol-
low-up and reporting of the efficiency in internal

governance and control, and separate assess-
ments of the internal control in countries where
SCA has major investments and in joint ventures.

External auditors

The 2008 Annual General Meeting appointed the
accounting firm of PricewaterhouseCoopers AB
as the company’s auditors for a mandate period
of four years. The accounting firm notified the
company that Anders Lundin, Authorised Public
Accountant, would be the senior auditor. Anders
Lundin is also auditor for AarhusKarlshamn AB,
Electrolux AB, AB Industrivarden, Husqvarna AB,
Loomis AB and Melker Schérling AB. The auditor
holds no shares in SCA.

In accordance with its formal work plan, the
Board met with the auditors at three regular
Board meetings in 2009. At these meetings, the
auditors presented and received opinions on the
focus and scope of the planned audit and deliv-
ered verbal audit and review reports. Further-
more, at the Board’s third regular autumn meet-
ing, the auditors delivered an in-depth verbal
report on the audit for the year. The formal work
plan specifies a number of mandatory issues that
must be covered. These include matters of impor-
tance that have been a cause for concern or dis-
cussion during the audit, business routines and
transactions where differences of opinion may
exist regarding the choice of accounting proce-
dures, as well as accounting for consultancy work
assigned to the audit firm by SCA and its overall
dependence on the company and its manage-
ment. On each occasion, Board members have
had an opportunity to ask the auditors questions.
Certain parts of the detailed discussion on the
accounts take place without representatives of
company management being present.

] |
m -
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Remuneration, Corporate Senior Management and Board of Directors

Guidelines

The 2009 Annual General Meeting adopted
guidelines for remuneration of senior executives
that is based on a total remuneration package
comprising a fixed salary, variable salary and
other benefits, and a pension. These unchanged
guidelines are also proposed for the 2010 AGM,
see page 12.

The total remuneration is to correspond to
market practice and be competitive in the senior
executive’s field of profession. Fixed and variable
remuneration is to be linked to the executive’s
responsibility and authority. For the CEOQ, as well
as for other senior executives, the variable remu-
neration is to be limited and linked to the fixed
remuneration. Other senior executives include the
Executive Vice President, Business Group Man-
agers and equivalent, and Central Staff Managers.

The variable remuneration is to be based on
the outcome of predetermined objectives and, as
far as possible, be linked to the increase in value
of the SCA share, from which the shareholders
benefit. The pension is not to be based on varia-
ble remuneration. Programmes for variable remu-
neration should be formulated so that the Board,
if exceptional circumstances prevail, has the pos-
sibility to limit, or refrain from, payment of variable
remuneration if such an action is considered rea-
sonable and in compliance with the company’s
responsibility to shareholders, employees and
other stakeholders.

Pension benefits are to be either defined ben-
efit or defined contribution, or a combination of
both, and entitle the senior executive to pension
from the age of 60, at the earliest. To earn the
pension benefits, the period of employment must
be long term, at present 20 years. When resigning

before the age providing entitlement to pension,
the senior executive will receive a paid-up pen-
sion policy from the age of 60. Matters of remu-
neration of senior executives are to be dealt with
by the Remuneration Committee and, as regards
the President, resolved by the Board of Directors.

Remuneration of President and other senior
executives

Remuneration of the President and other senior
executives is presented in Note 6 on page 73.
Variable remuneration for the CEQ, Executive
Vice President and Business Group Presidents is
maximised to a total of 85% of the fixed salary.
For one Business Group President, stationed in
the US, the maximum outcome is 95%, while the
corresponding limit for other senior executives is
75%.

The programme for variable remuneration is divi-

ded into a short and long-term portion.

¢ The short-term portion (Short-term incentive,
or STI) for the CEQ, Executive Vice President
and Business Group Presidents may amount to
a maximum of 50% of the fixed salary. For one
Business Group President, stationed in the US,
the maximum outcome is 60%, while the cor-
responding limit for other senior executives is
40%. In 2009, the STI goals were based on
cash flow, growth and earnings at both Group
and business group levels, and one non-finan-
cial goal. For 2010, the goals are spread more
evenly across cash flow, operating profit, sales
growth and costs, as well as measureable non-
financial activity goals. One example is the bu-
siness-wide goal that has been established to
promote innovation in hygiene operations.

¢ The long-term portion (Long-Term incentive, or
LTI) may amount to a maximum of 35% of the
fixed salary, providing that the executive in-
vests half of the net outcome in the company’s
share, and a maximum of 25% if such invest-
ment is not made. The established LTI goal is
based on the price performance of the
company'’s B shares measured as TSR (Total
Shareholder Return) index, compared with a
weighted index of competitors’ shares accor-
ding to the TSR principie, over the most recent
three-year period. The comparative companies
are selected to correspond, as closely as pos-
sible, to SCA’s operations comprising hygiene
operations (40%), packaging operations (30%)
and forest operations (30%). The structure of
the LTI was approved by the Board in 2003.
See Note 6, page 74 for further information.

Remuneration of the Board

According to the resolution by the AGM, the total
fees paid to the AGM-elected Board members
were SEK 4,600,000. See Note 6, page 73 for
further information.

LTl - Comparative companies, shares

Potential maximum remuneration, breakdown

Outcome, variable remuneration, 2005-2009

 Hygiene companies, 40%
M Packaging companies, 30%
M Forest companies, 30%

N\
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Internal control of the financial reporting

The Board’s responsibility for internal governance
and control is regulated in the Swedish Compa-
nies Act, the Annual Accounts Act and in the
Swedish Code of Corporate Governance. The
Annual Accounts Act requires that the company,
each year, describe its system for internal control
and risk management with respect to financial
reporting. The Board bears the overall responsi-
bility for financial reporting and its formal work
plan regulates the internal division of work
between the Board and its committees.

The Audit Committee has an important task to
prepare the Board’s work to assure the quality of
financial reporting. This preparation work
includes issues relating to internal control and
regulation compliance, control of recognised val-
ues, estimations, assessments and other activi-
ties that may impact the quality of financial state-
ments. The committee has charged the compa-
ny’s auditors with the task of specifically examin-
ing the degree of compliance in the company with
the rules for internal control, both general and
detailed.

Financial reporting to the Board

The Board’s formal work plan stipulates which
reports and information of a financial nature shall
be submitted to the Board at each regular meet-
ing. The President ensures that the Board
receives the reports required that enable the
Board to continuously assess the company’s and
Group’s financial position. Detailed instructions
specifically outline the types of reports that the
Board shall receive at each meeting.

External financial reporting

The quality of external financial reporting is guar-
anteed via a number of actions and procedures.
The President is responsible for ensuring that all
information issued, such as press releases with
financial content, presentation material for meet-
ings with the media, owners and financial institu-
tions, is correct and of a high quality. The respon-
sibilities of the company’s auditors include

reviewing accounting issues that are critical for
the financial reporting and reporting their obser-
vations to the Audit Committee and the Board of
Directors. In addition to the year-end report, the
auditor also reviews the six-month report.

Risk management

With regard to financial reporting, the risk that
material errors may be made when reporting the
company’s financial position and results is con-
sidered the primary risk. To minimise this risk,
control documents have been established per-
taining to accounting, procedures for annual
accounts and follow-up of reported annual
accounts. A Group-wide system for reporting
annual accounts has also been introduced. SCA's
Board of Directors and management assess the
financial reporting from a risk perspective on an
ongoing basis. To provide support for this assess-
ment, the company’s income statement and bal-
ance-sheet items are compared with earlier
reports, budgets and other planned figures. Con-
trol activities that are significant to financial
reporting are carried out using the company’s IT
system. For further information, see Risk and risk
management on pages 46-51.

Control activities and follow up

Significant instructions and guidelines related to
financial reporting are prepared and updated reg-
ularly by the Group’s central controller organisa-
tion and are easily accessible on the Group’s
intranet. The central controller organisation is
responsible for ensuring compliance with instruc-
tions and guidelines. Process managers at vari-
ous levels within SCA are responsible for carrying
out the necessary control measures with respect
to financial statements. An important role is
played by the business group’s controller organi-
sations, which are responsible for ensuring that
financial reporting from each unit is correct, com-
plete and delivered in a timely manner. In addi-
tion, each business group has a Finance Manager
with responsibility for each business group’s

financial statements. The company’s control
activities are supported by the budgets prepared
by each business group and updated during the
year through continuous forecasts.

In recent years, SCA has introduced a stand-
ardised system of control measures involving
processes that are significant to the company’s
financial statements. The controls are adapted to
the operational process and system structure of
each unit. Accordingly, each unit prepares a
record of the actual controls to be carried out in
the unit in question. Control of these processes is
assessed through self-evaluation followed up by
an internal audit. In some cases, SCA has enlisted
external help to validate these control measures.

Financial results are reported and examined
regularly within the management teams of the
operating units and communicated to SCA’s
management at monthly and quarterly meetings.
Before reports are issued, results are analysed to
identify and eliminate any mistakes in the process
until the annual accounts. For additional informa-
tion, see Internal audit on page 41.

Activities in 2009

Activities to improve IT security in the financial
system were conducted during the year. For
some time now, the entire SCA Group has used a
shared reporting system for financial statements.
During the year, work continued on the transition
to an income statement classified by function,
which improved the internal communication. An
increasing number of units within SCA are also
introducing the same reporting system. Another
development is the co-location of accounting and
reporting of several units in Shared Service Cent-
ers. Reporting is thus more efficient and uniform.
A number of these centres were introduced dur-
ing the year. A follow up of the Group’s process-
based controls also took place. The follow-up
showed that these controls are in place at the
majority of SCA's units and that they function effi-
ciently.
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Elected by the Annual General Meeting

Sverker Martin-Lof (1943}

Tech Lic., Honorary PhD

Chairman of the Board since 2002, formerly
President of SCA AB and CEO. Chairman
of the Board of SSAB and Skanska. Vice
Chairman of Industrivarden, Ericsson and
the Confederation of Swedish Enterprise.
Member of the Board of Handelsbanken.
Elected: 1986

Ashares: 3,000 B shares: 77,823
Independent of the company and corporate
management.

Rolf Borjesson (1942)

MSc Eng.

Chairman of the Board of Ahisell AB.
Member of the Board of Avery Dennison
and Huhtaméki Oyj.

Elected: 2003

B shares: 17,850

Independent of the company, corporate
management and SCA's major share-
holders.

Jan Johansson (1954)

Master of Laws

President of SCA AB and CEO.

Member of the Board of Handelsbanken.
Elected: 2008

B shares: 50,000

Leif Johansson (1951)

MSc Eng.

President of AB Volvo and CEQ. Member of
the Board of AB Volvo, Bristol-Myers Squibb
Company and the Confederation of Swedish
Enterprise. Member of the Royal Swedish
Academy of Engineering Sciences (IVA).
Elected: 2006

B shares: 6,040

Independent of the company, corporate
management and SCA’s major share-
holders.

Appointed by the employees

Orjan Svensson (1963)

Senior Industrial Safety Representative at
SCA Hygiene Products AB, Edet Bruk, Lilla
Edet. Member of the Swedish Trade Union
Confederation (LO).

Appointed: 2005

Lars Jonsson (1956}

Chairman Swedish Paper Workers Union
dept. 167 at SCA Graphic Sundsvall AB,
Ostrand Pulp MIll, Timra.

Member of the Swedish Trade Union
Confederation (LO).

Appointed: 2005

Honorary Chairman Auditors

Bo Rydin PricewaterhouseCoopers AB
MSc Econ., Hon PhD Econ., Hon PhD Senior Auditor: Anders Lundin,
Engineering Authorised Public Accountant
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Soren Gyll (1940)

Honorary PhD Engineering

Member of the Royal Swedish Academy
of Engineering Sciences (IVA).

Elected: 1997

B shares: 4,407

Independent of the company, corporate
management and SCA's major share-
holders.

Anders Nyrén (1954)

MSc Econ, MBA

President of AB Industrivarden and CEQ. Vice
Chairman of Handelsbanken and Sandvik.
Member of the Board of Ericsson, Ernstrém-
gruppen, Industrivérden, SSAB and Volvo.
Chairman of the Stock Market Company
Association and the Association for Generally
Accepted Principles in the Securities Market.
Elected: 2001

B shares: 1,200

Independent of the company and corporate
management.

Thomas Wiklund (1955)

Shift Production Manager and Chairman
of Ledarna (Swedish Organisation for
Managers) at Munksund paper milt.
Member of the Council for Negotiation and
Cooperation (PTK).

Appointed: 2009

Secretary to the Board

Anders Nyberg (1951)

Master of Laws

Senior Vice President, Corporate Legal
Affairs, General Counsel

B shares: 30,396

Tom Hedelius (1939)

MSc Econ, Honorary PhD Economics
Chairman of the Board of B&B Tools, Industri-
varden, the Jan Wallander and Tom Hedelius
Foundation and Anders Sandrews Foundation.
Vice Chairman of Addtech and Lagercrantz
Group. Member of the Board of LE Lundbergf¢re-
tagen. Honorary Chairman of Handelsbanken.
Elected: 1985

B shares: 5,820

Independent of the company and corporate
management.

Barbara Milian Thoralfsson (1959)
MBA, BA

Member of the Board of Electrolux AB,
Storebrand ASA, Tandberg ASA, Fleming
Invest AS, Stokke AS, Norfolier AS and
Telenor ASA.

Elected: 2006

B shares: 3,000

Independent of the company, corporate
management and SCA's major share-
holders.

Deputies

Harriet Sjoberg (1946)

Chairman, Unionen, SCA Hygiene Products
AB, Gothenburg.

Member of the Council for Negotiation and
Cooperation (PTK).

Appointed: 2001

B shares: 1,815

Bert-lvar Pettersson {1955)

Works Manager at SCA Graphic Sundsvall
AB, Ortviken paper mill, Sundsvall.
Member of the Council for Negotiation and
Cooperation (PTK}.

Appointed: 2005

Anders Engqvist (1958)

Machine Operator at SCA Packaging
Sweden AB, Varnamo.

Member of the Swedish Trade Union
Confederation {LO).

Appointed: 2005

Information regarding individuals’ own and
related parties’ shareholdings pertain to the
situation on 31 December 2009.
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Jan Johansson (1954)
President and CEO
Master of Laws
Employed since 2007
B shares: 50,000

Thomas Wulkan (1961)

President SCA Personal Care Europe
BSc BA

Employed since 2000

Sune Lundin (1951)
President SCA Americas
MSc Eng.

Employed since 2008

Anders Nyberg (1951)

Senior Vice President, Corporate Legal
Affairs, General Counsel

Master of Laws

Employed since 1988
B shares: 30,396

Lennart Persson (1947)

CFO and Executive Vice President,
Head of Finance

BSc BA

Employed since 1987

B shares: 35,265

Mats Berencreutz (1954)
President SCA Tissue Europe
MSc ME

Employed since 1981
Bshares: 417

Christoph Michalski (1966)
President SCA Asia Pacific
MSc Econ.

Employed since 2007

B shares: 1,700

UIf Soderstrom (1964)

Senior Vice President, Business
Development and Strategy
Studies in economics, MBA
Employed since 2009

B shares: 24

l

Kenneth Eriksson (1944)
COO (Chief Operating Officer)
Mechanical Engineer
Employed since 1979

B shares: 17,373

Michael Cronin (1958)

President SCA Packaging Europe

Marketing graduate
Employed since March 2010

Gordana Landén (1964)
Senior Vice President, Corporate Human
Resources

BSc

Employed since 2008

Senior Vice President, Corporate

Communications is vacant.

Robert Sjostrom (1964)

President SCA Global Hygiene Category
MSc Econ, MBA

Employed since 2009

B shares: 2,000

UIf Larsson (1962}

President SCA Forest Products
BSc Forestry

Employed since 1992
Ashares: 276

B shares: 1,646

Information regarding individuals’ own and
related parties’ shareholdings pertain to the
situation on 31 December 2009.
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Risk and risk management

SCA is exposed to a number of risks that could
exert a greater or lesser material impact on the
Group. These risks are generally defined as fac-
tors that impact SCA'’s ability to achieve estab-
lished targets for the Group. This applies to both
financial targets and targets in other areas. SCA’s
targets are outlined in the section Strategy, on
pages6and 7.

Many of the risk described could have a posi-
tive or negative impact on the Group. This implies
that if risk develops in a favourable manner or if
risk management is successful in counteracting
the risk, target fulfilment could exceed expecta-
tions. From this perspective, risk could also entail
opportunities for SCA. Examples include the GDP
trend and the economic situation, the cost of

GDP trend and economic conditions

Risk [

SCA’s volume trend is linked to the development of
GDP and related factors, including industrial produc-
tion, in countries representing SCA’'s main markets.

input goods, customer and consumer behav-
iours, and movements in market prices.

SCA’s structure and value chain

SCA’s structure and geographically dispersed
business entails in itself a certain degree of risk
reduction. SCA conducts operations in four busi-
ness areas that deliver to entirely, or partially, dif-
ferent customer segments and end-users. The
various businesses are also affected to a some-
what different degree by the business cycle and
general economic prosperity.

The competitive situation also varies for the
different businesses. SCA's products are sold
through many different channels and distribution
paths.

certain SCA products.

Movements in the GDP trend influence demand for

The operation has a large geographical spread.
Sales are conducted in more than 100 countries
and manufacturing is pursued at about 250 pro-
duction units in some 40 countries. Sales are
often based on local manufacturing.

SCA'’s structure also means that the raw mate-
rial flows are, to a certain degree, integrated - from
forest land to the finished consumer products. In
2009, 46% of SCA’s wood raw materials require-
ments were sourced from the Group’s own forests.
The wood fibre is used for SCA's production of
market pulp, containerboard and publication
papers, in sawmill operations, and for the manufac-
ture of tissue. Forest waste from SCA's activities is
used in biofuel operations. The energy generated in
the production process is used internally or soid.

Environmental impact and climate

change

SCA's operations could have an impact on air,
water, land and biological processes. These
effects could lead to costs for restoring the
environment. The matter of the economic
impact of climate change is also growing in
significance.

C SCA has reduced the impact of the general eco- solid-wood product business, which accounts for A number of years ago, SCA established a
O nomic trend by focusing on its hygiene operations. 3% of sales. sustainability policy, which details guidelines
g Other operations are more sensitive to economic For all businesses, it is important that SCA man- for the Group’s actions in the areas of environ-

"5 movements. ages the effects of the economic movements that mental and social responsibility. Risks are

< In 2009, Personal Care and Tissue accounted for occur by taking actions to reduce costs and by minimised through preventive work in the

~ 60% of SCA's sales. Sales to the retail market, which reviewing the capacity and production structure. form of certified environmental management
>\ accounts for the bulk of sales of hygiene products, systems, environmental risk inspections in
(_) are more dependent on established consumption conjunction with acquisitions, and remedia-

= patterns and distribution than the economic climate. ~ Trend within SCA’s key customer segments tion projects in connection with plant clo-
O The institutional care and homecare facilities seg- {Europe, Index in 2000 = 100) sures.

D_ ment for incontinence products is also relatively Index The Group’s large forest holding has an
unaffected by the business cycle, although it can be extremely positive environmental effect
impacted by the public budget situation in certain 100 through the absorption of carbon dioxide.
countries. The segment in the hygiene business that Furthermore, the forest guarantees access to
is most sensitive to economic movements is AFH, 80 renewable forest raw materials.
which is affected by the consumption of tissue out- Through its extensive Resource Manage-
side the home, for example, within industry and 60 ment System (RMS), SCA monitors how the
offices, as well as the hotel and restaurant industry. company utilises energy, water, transports

The Packaging business area is more sensitive to 40 and raw materials. The data is used for inter-
economic movements. In 2009, it accounted for nal control and follow-up of established goals.
25% of consolidated sales. The volume trend is 20 SCA works proactively to decrease its climate
influenced by developments in the food industry footprint by reducing its energy consumption
(about 40% of volumes) and the manufacturing 0 and emissions of greenhouse gases. Continu-

industry (about 30%). Forest products are also
vulnerable to economic movements. Sales of publi-
cation papers, representing 9% of SCA's sales, are
affected by movements in business activity in the
advertising sector. The relatively cyclical construc-
tion and private house industries impact SCA's

00 01 02 03 04 05 06 07 08 09

e Retail trade

ous work is conducted to reduce the already
low levels of oil and coal used in the Group,
and to increase the proportion of renewable
energy, such as wind power. A comprehen-
sive description of SCA's work in this area is
provided in the Group’s Sustainability Report.

w= Manufacturing industry

- Advertising market {(newspapers and magazines,
Germany, France and the UK)

-+ Construction industry
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The market pulpis subsequently used in the pro-
duction of mainly tissue and personal care prod-
ucts. Some 41% of the pulp requirement was sat-
isfied by the Group’s own pulp production. SCA s
also amajor playerin the recovered fibre market
and in 2009 collected 37 % of the Group’s total
recovered paperrequirement. This wag primarily
used In tigsue and packaging operations, but
SCA's publishing paper business also used the
collected recovered fibre.

Processes forrisk management

SCAs Board determines the Group’s strategic
direction based on recommendations from Cor-
porate Senior Management. The responsibility for
long-term.and overall management of strategic

SCAIg alfected by political decisions and admin-

Ve regulations inthe more than 100 courn-
trigs in which the Groip conducts operations,
These relate 1o general regulations, such as taxa-
tionand financial reporting. SCA s also impacted
by more specific regulations; such as the granting
of permits in agcordance with the Environmentaj
Code and reimbursment of expenses in the
healthcare system.

SCA monitars movements in fts business environ-
ment, enabling it to evaluate developments and
take actions, SCAisa member of national and
international trade associations, which comprise
the primiary bodies for participation in public
debates, Forissues of importance to the com-
pany, SCA can also work directly in'cooperation
with regulatory bodies and the public. Examples
include the projectio construct wind turbines on
SCAs land in central Sweden and the regular
consultations held with Swedish Sami people
regurtling cooperation between forestry and rein-
dearhusbandry. .
Ancthierkey areafor SCAis political develop-
mentsin the environmental area, where SCA
assesses and monttors legistation: Since most of
SCAs operations arelocated in BEurope, the BEUis
anatural focal point. One example of influence
exerted inthisarea is the EU Waste Directive,
where focused lobbying efforts ensured that the
final directive dict not disadvantage SCA's corru-
gated board boxes; compared with plastic boxes.
SOAworks actively to disseminate knowledge
regarding various national systems to decision-
makersin countries where new structures are
being bullt up: Examiples include the development
of systems for cost-free prescription of inconti-
fience aids in countries whers stch benefits were
notofferedin the past: g
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risks follows the company’s delegation scheme,
fromthe Board 1o the President; and fromthe
President to the Business Group Présidents. This
means that most operational risks are managed
by SCA’s business groups atatocal fevel; but are
coordinated when deemed necessary. The tools
for this' work primarily coimprise continuous
reporting by the business groups and the annual
strategy process, which includes risks and risk
management as part of the process.

SCA's financial rigk managerment is central-
ised; as is the case for the corporate internal bank
for financial trangactions of Group companies
and managemerit of the Group’s energy risks. The
financial risks are managed in‘accordance with
the Group’s finance policy, which'is approved by

Changes in'the behaviour and attitudes of cus-
tomers andiconsumers could affect dermand for
certain products and thus profitabllity. For exam-
ple, competing substitutes could reduce demand
for SCAs products,

SCA works proactively to adapt 1o and influerice
the behaviour and attitudes of customers and
congurmers: SCAimproves customer insight by
studying the attitudes and views of existing and
potential consurmers, Forimany of SCAS buginess
areas, retailis an important customer and distri-
bution channel, Congeguently, changes in the
retall sectoratiract a great deal of attention.
Another way of being-proactive is through inno-
vation, including inshouse researchand develop-
ment, Amajor driving force for innovation cormprises
dernands and requests frorTcustomers and con-
sumers.-Accordingly, development work is often
conducted iy diract cooperation with customers, An
increasingly important factor is greater focus o sus-
fainability with respect to environmental, financial
and socialfactors, Other demands imposed on
SCAs infovation includs the desire to create profita-
ble differentiation for SCAs products range and cre-
ate value and growth, both for customers anct SCA
{read more'about innovation on page 16).
Inmary countries, the degree of penetration is
fow, meaning only a small praportion of the popu-
lgtion usé SCA's products, compared with more
developed countries. To increase acceptance of
products, SCA focuses on matters influencing
aftitudes and on breaking taboos. This also
appliesto BEurope and North America with regard
1o such itlems as incontinence care,

The retall trade is SCA’s single largest customer
group and thus exercises considerable influence,
SCA also uses other distributors or retailers that
could impact the Group. A general consolidation
process is taking place in several of SCAs sales
channels, thus increasing dependence on individ-
ual custorners. Thisincrease in dependence
could result in negative consequences if SCA
does not fulfil the demands imposed.

SCA's custorner structure is relatively dispersed,
with cugtomers in many different areas of busi-
ness. In the retail trade, the prevailing trend is
towards increased concentration, which 1o date
has resulted in fewer retail companies at a
national and regional level. This could also
présent opportunities through closer cooperation.
There are still & considerable number of retail
companies, which reduces the risk for SCA, SCA
also usas distributors, mainly for AFH. A very
large number of distributors are active in this seg-
rment and the international concentration is rela-
tively low.

Graditrisk in accounts recelvable is dealt with
in the section Credit risk, on page 51.

SCA’s Board and, together with SCA’s energy risk
policy, comprises a framework for management
activities. The risks are grouped-and followed up
on a regular basis to enstre compliance with
these guidelines. SCA has also centralised the
management of other risks.

SCA has established a corporate internal
audit unit, which ensures that the organisation
complies with the Group’s policies.

Risks and risk management

The most significant risks thatimpact SCA's abil-
ity to achieve established targets are presented
on pages 46-51 together with a description of
how these risks are managed.
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North America, 1 the conditions differ frorm those in
ah'aad tablished markels, thisexpansion caould
nvoive iew s ks for SCA

g

SCA can expand its business In various ways: The

sale ol SEAs products inew markets canbeman-
by-agents or by the Group’s own sales corr+

D henit has been decided to conduct mant:

T&L tunng inthe local market, this may be carried ou

(hrough ajointventure in cooperation with other
Qwr‘»ersz orby SCA acquinng or forming & wholly
owred-cormpany. Ajoint varture, through collabios
retion with a partner with solid local knowledge,

e the risk for SCA.

Priovtoinitiating épemﬁon\a, SCAconducts a
feasibility stugy. Deoe'xqu on how he uumesa
will be operate
feasibility stuc
review of thedeoal reguirements including snviron-
mem H@qi*sfatian due f‘iligﬁm;e <:>{' exi%ting compas

(t<:>mman bu;.ness prac’ﬂue ln-the marketingues:
sleanalysie ofissues relatad 1 1he enviran:
mentandbusinessethics isalsa perfarmed.
Whetithe business is operational, SCA hasofien
sroved its knowledge of the market and can-thus
tion: The recrultrment
fale values s crucial;
marketin guestion through
communication: SCAs Group policies; including its
Code ot Canduct and Sustainability Policy, apply to
altimarkets inwhich SCA conducts operations.

Sales in emerging markets
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SCAs dependent on alarge number of suppliers;
Thelass of key supplisrs could resultin costs for
SCA and problems in manufacturing. Suppliers
coulld also cause

compliance with applicable legisliation and regulas

tions or by otherwise-acting in‘an unethical manner,

Board of Directors' Beport
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Themarket price ofmany of the ingut goods used
in'the manufacture.of SCAs products fluctuates
over time and this could influence SCAs earmings.

To raducethis risk, SCAhas supply contracts with
several suppliers and continuously enters into
agresments with various durations. The Group has
a ntmber of suppliers for esgentially all important
input goods: These contracts ensure deliveries of a
significant proportion of input goods at the same
time dathe sffacts of sudder costincreases are lim-
itedl; The Group also has more intensive coopera-
tion with'selécted suppliers that covers the devel-
aprent of materals and procesees,

BOA contintously assessas all key suppliers 1o
ensure that they fully comply with the Group’s
reduirements inall respects. The assessment may
take the form of a questionnaire, anon-site visit or
the uge of independent auditors. For essentially all
important iInput goods, SCA assesses the following
fagtors at current and potential suppliers.

Quali e R
# Product safely
& fimpact on the environment, including the issue of

the origin of the Input goods

Use ol chericals

Compliance with SCA's Code of Conduct

Therisk of price movernents related tonput goods
arid the impact of these onearmings can ba man-
aged in several ways: SCAS structure means that an
significant share of raw materialg are produced
within'the Group and, consequently, price move-:
rnents have a smaller impact on earnings. 12009,
46% OF SCANS waod raw material reguiirements were
sourced fromvits own forests and 41% of its pulp
requirerents were satisfied by the Group's own
pulp production. The Group's collection of recov-
ered fibre accounted for 37% of the Group's needs.

Anothier method used 1o manage the price rskis by
avaiing of inancial hedges and long-termcontracts:
SCAs anenergy-intensive company and hedges the
energy price risk for electricity and nadural gas: More
detalled infornation on the energy price rskand man-
agerment activities related 1o this s prasented onpage
50, Undernormal circumstanoes, no other price risks
related toinput goods are hedged, althiough this could
be camed culineceptionalcases.

Asignificant cost tem comprises oi-based matens
alsand other ofl-related costs, such as franisports. The
oibased matenals are principally used in Parsonat
Care and generally as packaging material. When pos-
sible; these and other costs afe managed principally
through compensationintheform of raised prices for
SCAS products; by adjusting product specifications
orthraugh streamiining of the Group's'own operation:
The impact of price movements on inplt goods can
be delayed through purchasing agreements.

SCAs relative costs forvarous key input goods
are described on page 102, The historical price trend
foranumber of the input goods is outlined below.

Highest/lowest market prices (annual
average) 20002009 per product

Indax
250
200
150
100

50

(&)

W Pulp (NBSK) Average price for 1he perod e

SCA must have access to skilled and motivated
employess and safeguard the availability of compe-
lentmanagers 1o achleve established strategic and
operational objectives. -

SCAs strategic manpower planning is based on
having the right people with the right expertise at
the right time. Planning is finked to SCA's strategy
related tolnvestiments or adaptations in various
markets or changed strategic focus. The chances
of identifying a sufficient number of new employees
oremployees with sufficient competence is
weighed against internal measures, such as internal
fraining and job rotation, To enhance job rotatiory
SCAhas established @ Global Job Portal, where all
vacant positions are published, both internally and
axternally.

SCAaims to offer such salary terms and other
banafits that the fink Detween SCA's commercial
priortisations and the individual's personal perform-
ance is clearto the employee. Benefits are’also
adapted to the conditions prevalling ineach local
market; :

SCAhas established a succession planninig pro-
grarmnme, which protects the operationifone or
more individuals inthe respective management
teams were to ferminate thelr employment-at the
Group. The business must notbe entirely depend-
ant on the contacts, skills and experience of man-
agers.

SCA encourages its employees tojoin trade
unions and endeavours to maintain excellent rela-
tionships with the union organisations. This
approach enables SCA to proactively work to
ensure strategic manpower planning in cooperation
with the union organisations.

SUAARnual Report 2o
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ol adversely impact SCAS operaling
SOA s exposed to price movemenia ofelec:

%QA Gerl ﬁréi ymanages the enerdy y' pricarisk related
yandnatural gag-According to.SCAS
Ay, ﬁ“«ese price risks canbe hedged foraperiod
Ut 36 months: Energy price hiedging
through financial instruments i
existing stupply agreements.
CAsafeguards the supply of slectricity and nat~
as through centrally negotiated supply agree:-
ments with well-established suppliers. The portiolio
of supplyagreements shaltbe effectively spread to
rhinimige SCA's counterparty risk:
12009, SOA purchased about 7.(7; 7y TWh of
electicity and dbout 810, i 0) TWhH of naitural gias;
The graph below displays SCAS price hedges in
relationto forecast consumption of electricity and
s for the next threa years, TF
financial hedges and hedging e
sUppl agreements. Portions of the Swe
Acity expostre are hedged foralanger period
Ugh supply agreements that mature in 2013
2019
F«of further information ccncemmg financial price
- see Note 18 Derivatives on page 84

Energy price hedues in relation to forecast
consumption, 31 December 2009,

and 3§§r;}f§e§faam;e [ Hiskandriskmanagement

Transaction exposire
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U tos
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rent

fcmca st flow for 201 (Jwas headgm(rj, The majority of
hetiges mature during the first and seeond guarters
{ ging.of fows fo )
Forest Product’s exports from Swadan we
hiedged inthe amountof EUR 144mre
flowain 2011
ablea below presents the hedging of flowsin
and the forsoastforthese. Forfurthatnfor:
mation relating to hedging of frangaction exposure,
Sea Note 18 Derlvalivas arnipage 84,
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SCAg counterparties ag pait of financial agree-
[, or custamers domot fulfil their payment
obligations.

Financial oredit risk
The obijective 1§ that counterparties musthave a -
i credit rating of A= from Standard & Poar’s

terinto agreements that
loulation of receivables and liabilities,
3 i derivatl rumentsissetas
1e pius an additional amount based
sk factors that reflect thie risk for
1sec exposiure as aresult of market move-
ments.
At end, the total credit exposure was SEK
14,427 (17,550; 11,333). This exposure-also
includes cradit fisk for cashinstruments inthe

allov net
Creditexyg

ditexposure in derivative
o 1o SEK4,176m {4;150; 2,395) at 31
seimber 2009,

Creditrisk in accounts receivable
ceivable is managed
storers using credit rat-
mitis setand regularly
able are recoanised at
s-expected tobe paid irrbased on
mant of each custorner, The
e business areaslimit risk
using creditinsurance of
qin feceivables. The graph below shows the ten
largest customers' share of outstand scounts
ble by business area.

Tenlargest custoimers’ share of outstanding
aceounts receivable by business area

“Fainly as

Liquidity and refinancing risk is the risk that SCA'ls
unable to meetits payment obligations as a result of
insufficient liguidity or difficulty In taising néw loans.

SCA shall maintain financial readinessinthe formof
aliquidity réserve consistivig of cash and césh
equivalents and unutilised creditfacillites totaling at
least of the Group's forecasted annual sales,
SCAimits s refinancing risk by having a good dis+
tribution forthe miatarity profile of its gross debt.

»grogs debl's average maturity should exceed
three years, Surplus iquidity shoutd primarily be
used toamortise external iabiliies. SCAs policy s
to notagree to terms that entitle the lender to with-
draw loans or adiugtinterest rates as a direct con-

{uence of movementsin SCAs financial key
figures or credit rating,

SCAS financing s mainly secured by bankiloans,
bond issues and through issuance of commercial

- Thie refinancing riskin short=term borraw:

mited througtimeditmeterm credit faciit

ank syndicates and individual banks with
favourable cradit-worthingss;

During the year, SOA éffected refinancing and
expansion of its credit facilities for a'total amount of
about SEK 10,000m: Inthe same pefiod, the
Group's net debt wasreduced by SEK G 572m
Areault oftheimprovaement in the compa-
ny's cash flow. At year-end, the average maturity of
gross debtwas 2.6 years (3.0, 4.2) I short-term

vears: Unu
33,400m at year-end, Inaddition, cash and cash
equivalents totalled SEK.5;148m.

For further information, see Note 22 Current
financial assets, cash and cash equivalents, and
Note 25 Financial liabilities on page 88.

Liguidity reserve

Baard of Directors’ Report
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Interest-rate risk relates to the risk that movements
in‘the interest rates could have anegative impact.on
SCA. S8CA is affected by interest-rate movements
through its net financial items.

SCA seeks toachieve a good spread of its interest
diie dates to-avoid large volumes of renewals
occurring at the same time, SCA's policy is to raise
[oans with floating rate, since it is SCA's under-
standing that this leads o lower interest expense
over time. The interest-rate risk and interest period
are measured by currency and the average interest
term shall be within the interval 3-15 months.
12009, SCAs net financial items decreased as
aresult of short interest terms and falling interest
rates, SCAs largest funding currenci re denormi-
rated in SEK and EUR, see the graph below for fur-
her information. To achieve the desired fixed-inter-
ast period and currency balance, SCA uses finan-
clal derivatives. The average interest period for the
gross debt; including derivatives, was 4.8 months
(4.8;5.3) at year-end. The average interest rate for
the total outstanding net debt, including derivatives,
amounted 1o 2.89% (5.61: 5.85) at year-end.

Gross debt distributed by currency

Forest Products 8

2009 2008
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Integrated sustainabilit
wne rates profitabi‘lfity

Sustainability s an integral part of SCA opera-
tions and the company’s strategy for growth and
vilue creation.

SONs sustainability strategy

SCA's sustainability strategy is based on a num-
berof bufiding blocks: a systematic approach,
transparency, clearly stated targets, integration
wWith business operations and innovation.

Systematic approach

SCAworks in line with the “if it is measured, it will
get done™ principle: This is achieved through, for
gxample, & comprehensive resource manage-
ment systern (RMS); systematic supplier screen-
ing, Busines: andintegration of

{&x Liv n
social performance indicators inthe financial
reporting system.

year The Glo
em@ fe\fa! A

# Reporr2nng

crisis: mhgmf

Group's distinet

Transparency

ALBOA; openness and transparency have long
been a matter of tourse; The&’(&rqup seeks to
engage in dialogue with alarge number of stake-
holders to develop world-class work methods.

Distinct targets

The backbione of SCA's sustalnability pro-
grammes are the fourlong=term targets described
inthe next few pages.

Integration with business operations

SCAs environmentdl targets are incorparated into
ihe Group’s overall strategy, which means that
they are also ingrained inthe commercial plans of
the business groups. As of 2009, the impact ofall
investments oncenvironimental targets will be
takeninto account: As partof the due diligence

process, arisk anal “onducted to Highlight
possibleissues rela aletita the envi ironment ar |
husiness ethics.

Innovation

Annovation is a fundamenital pa

eqy. In 2009, sustalnabliity aspec

safety reméiﬂedafsciéfm;?zat were important to
custormers and consumiers, and thus & significant
factorin product devslopment.

The various parts of the strategy work
tegeéher and create an cz\ga?aﬂéz oproach thal
leads 1o strengthenad competitiveness, radiced
costs and Jowsr risk level, and incresses SOAE
attractiveness fo investors and facilitates the
recruitment of top talent.

 The Sustainability Report and the Anbual Report

should be viewsd as a single uail in wh
tmn may bfa rﬂovaded
ag‘xpﬂ;}pr ata, in boih

Leither repott or where
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Economic responsibility

Sustainability programmes are of Rey impor
tance to SUAS ability 1o attract custamers,
emplovess and investors. From an owner per-
spective; sogtalnability initiatives belp fo max-
imise the value of the campany.

Creating value for stakeholders -
Through its business operations, SCA helps to
Gredte economic prosperity in society and ecos
nomic development among its stakeholders =
both directly and indirectly.

SCA provides its customers with products and
purchases materials and services fromits suppli~
ers. Wages are paid to employees, who intum
contribute to society through taxes and purchas-
ing power. Shareholders receive dividends and

society receives income in the form of taxes. SCA's

involvement in community projects contributes to
localeconomies. SCA's operat§qns inemerging
markets help these regions to develop economi-
cally through SCA's interaction with local stake-
holders, such as employees and local suppliers.

Sustainable enterprise important for
competitiveness o ”
The past few years have been characterised by a
sharp rige ininterest in sustainability among cus-
tomers and consumers. In‘contract negotiations,
customers increasingly ask questions and make
demands that primarily relate to the environment,
but alse to social responsibility.

For SCA, which has been conducting sustain-
ability work for many years; this provides a com-

petitive advantage. Examples of product launches

ning market GraphoVefr

exception and sales surpassed already htqh
, @xpectanons ' 7

with an environmental focusin 2009 include Edet
Eeo, tissue manufactured from 100% recovered
fibre, Nardic scolabeled baby diapers from Libero,
and a magazine paper based on more than 50%
recoversd fibire (see box below).

Increasing share of investors with
sustainability requirements
Sustainability assessments of the company have
become increasingly important to investors in
SCA shares. Major institutional investaors often
add environmenital and sacial parameters to their
risk analysis, while a number of sustainability
funds have a strategy of only investing in.compa-
nies that are among the best from an enviranmen-
tal, social and economic perspective:

tn the'most recent meagsurement (2008), it was
estimated that 20% of SCA’s shares are owned
by investors who examine how the Group con-
ducts its sustainable developrment work: Thiscor-
responds to-anincrease of 15 percentage points
since 2004. 73 European sustainability funds
Have SCA intheir investment portfolios.

Cost distribution by stakeholder

SEKm Yo
Taixes paid 1,003 1
interest paid to creditors 1,644 2
Dividend to shareholders 2,498 2
Employes social security costs 4,874 &
Remaining in'the company” 7,989 7
Employes salaries 16,596 15
Suippliers 74,327 68

* Current expenditlres; restruciuring costs, strategio investments and
acquisitions.

“Olirtechnology development has reached
such a high level that we can produce paper of
excé\ten’c Guality uysv‘ng ahighpropartion of
recovered fibre,” says Mark Lunabba, Presi-
dent SCA Graphic at Laakirchen. “Grapho-
Verde fills an entirely new product positionthat
did nat exist earlier in terms of quality and
price.”

'roductaon of GraphoVerde requires less
: wood and electricity and qenerates lower

SCA included in many sustainability indexes
SCAis assessed annually by several ranking insti-
tutes. During 2009, the company was ohce again
included in the Dow Jones Sustainability Index —
both the Dow Jones STOXX Sustainability Index
and the Dow Jones Sustainability WORLD Index ~
which are two of the world’s most prestigious sus-
tainability indexes. SCA is one of only four Swed-
ish companiesincluded in the two indexes.

Since 2001, SCA has been listed on FTSE-
4Good, a index measuring earnings and perforim-
ance among companies that meet globally recog-
nised norms for corporate responsibility. Global
Challenges, Orange SeNSe Fund and OMX GES
Nordic Sustainability Index are examples of other
indexes and funds in which SCA'is included. In
2009, interest from SRI (Socially Respansible
investment) players remained considerable.

Percentage of SCA shares owned by investors
with sustainability monitoring

%

#

%,

2005 2006 2007 2008 2008

Source: European Business School
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Environmental responsibility

svas i rninmise s envirenm
& the greatest possibile ex
i the ehsrdy wovicls ontlimate
ik diirorment responsible use ot wood
aband walern

Climateandenergy .~~~

I 2008, SCA adopted a new guan’t‘cﬁébie GO tar
get (see below). SCAis an energy-intensive com-
pany and major investments are required to
achieve the environmental target. SCA works sys-
ternatically to replace coat and oil with natural gas
and biofuel.

Anotherway ta reduce emissions is to seek to
identify alternative energy sources and in partner-
ship with Narwegian Statkraft, SCA s pursuing &
wind=power project that is expected to generate
2,400 GWh of slectiicity per year.

ESAVE is SO/ energy-efficiency programme.
Since ity launch in 2003, more than 900 projects
have been carried éut,{ resulting in‘accumulated

snval Bepert 2009

saving effects of 600 GWh ot electiicity and
1,000 GWhotheat on an annual basis. o inancial
terms; this corresponds to EUR 50 per year,

Responsible use of wood vaw material

SCA makes extensive efforts to verify s own for
estmanagement andihat conducted by external
suppliers: With its holding of 2.6 million hectares
offorest, SCA I the largest private forest owner
inEurope:

SCAs ownforest holding fs certified in
accordance with the requirernentsiof the Forest
Stewardship Council (FSO) the most stringent
international standard for forest management. All
of the timber supplisd to SGAs pulp-and paper
mills and sawmills is FSC-certified or meets the
ESC eriteria for gontiollediwoaod:

SCA purchases large guantities of raw materi-
alginthe formof fresh fibre or Faw materials that
originate from fresh fibre, such as pulp and kraft-
liner-fnorderto ensure that nofresh fibre-based

material originating from confroversial sources is
ugedinthe Grgup’s produstion, SCA checks its
fibre-based raw materials by ing existing
and potential suppliers:

The level of arowth in SO forests exceads tha
harvesting rate by more than 20%, whichmsans
that SCA's forests absio tamountof 2.6 mik
lion tonnes of carbon dioxide.
the total amount of carbion & j
allofthe Greugfé production acilities.

Systematic work to enhance use of water
SOA uses large volumes of water in the manufac:
tre of pulpand paper.
targets were introdt o
Areduction of to
marily effected by b
andthe org’ani’acq%aiﬁm Irwastewsite
through investrents in rmore

acilitios comply with




Social responsibility

SCA activities in the field of corporate social
responsibility contribute to sustainable devel-
opment. Its work is based on the Code of Con-
duct, which provides the basis for SCA’s
approach to such issues as health and safety,
employee relations, human rights, business
ethics and community involvement.

SCA’s Code of Conduct

SCA is committed to ensuring compliance with
the Code of Conduct and policies in all its opera-
tions throughout the world. This is achieved
through regular reviews and disclosure of non-
compliance with the Code. In 2009, a total of 29

tries. In 2010/2011, a number of new human
rights assessments are scheduled, together with
follow-up on progress achieved at the sites previ-
ously visited.

Employee relations

SCA's ability to recruit, retain and develop the
right people is of the utmost important for the
company and the individual. In 2009, the Group
developed a new leadership platform that will
form the basis for the Group’s organisation and
talent management. SCA also developed a global

Board of Directors’ Report
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performance management review system that
enables employees to identify a distinct link
between individual performance and fulfiiment of
SCA’s business targets.

Health and safety

The provision of a safe working environment is
paramount at SCA. Safety statistics fill an impor-
tant function in the Group’s health and safety
activities and form the basis for risk analysis and
continuous improvements.

cases of non-compliance with the Code of Con- Safety statistics
duct were reported. In Asia, a hotline was intro- 2009 2008 2007 2006 2005
duced that can be used by employees and others Lost Time Accidents 564 685 770 762 915
to report violations. Days Lost due to Accidents 15,947 16,181 15,812 17,428 18,969
Business Practice Reviews are used tomoni-  Accident Severity Rate? 283 237 208 223 207
. . . . Incident Rate 1.4 1.6 1.8 18 2.0
tor compliance with business ethics. These are Frequency Rate 73 a5 95 98 1.7
carried out by SCA’s internal audit unit. Fatalies 2 0 32 1 q
Between 2005 and 2007, SCA undertook 28 1) Days Lost due to Accidents divided by Lost Time Accidents
human rights assessments at facilities in 12 coun- 2 Two SCA employees and one contractor
Improved water Compliance with Code
» Usage » Of Conduct
SCA shall reduce water % 2005 2006 2007 2008 2009 2010 SCA’s Code of Conduct shall
\7 consumption by 15% - l e I | I [ be an integral element of daily
N and the organic content -10 operations.
\ of wastewater by 30% 20 - l'
between 2005 and 2010. -
=30
Results in 2009 D R Teroe Results in 2009
By year-end 2009, specific water con- ~0  Evaluation of business practices in Russia imple-
sumption had decreased by 4.9% and % mented.
organic content of wastewater by 40% ¢ A whistleblower system for Code of Conduct was
compared with the reference year. M Specific water consumption introduced in China and Southeast Asia.
= ipxgs'ﬁggz“c content (Biochemical Oxygen Demand) ¢ Development of a new global leadership platform
e that will form the basis for the Group’s leadership
planning.
* Anew, global performance management review
system was developed that will provide a clearer
link between the individual’s performance and
fulfilment of SCA’s business targets.
SCA Annual Report2009 55



l Financial statements - Group

Income statement

2009 20083 2007

Group Note SEKm EURm" SEKm EURm" SEKm EURmM"
Net sales 5 110,857 10,466 110,449 11,532 105,913 11,456
Cost of goods sold o 4 —84,744 —8,001 -88,190 -9,208 -84,812 -9,174
Gross profit 26,113 2,465 22,259 2,324 21,101 2,282
Sales and administration expenses 4 -16,500 -1,668 -13,730 -1,434 -11,303 -1,221
tems affecting comparability 4 -1,4568 -137 0 0 300 32
Share of profits of associates _ .8 3 25 3 49 5
Operating profit 8,190 773 8,554 893 10,147 1,098
Financial income 8 158 15 246 26 193 21
Financial expenses 8 -1,802 -170 -2,563 -268 -2,103 -227
Profit before tax o 6,546 618 6,237 651 8,237 891
Tax 9 -1,716 -162 -639 -67 -1,076 -116
Profit for the year 4,830 456 5,598 584 7,161 775
Earnings attributable to:
Equity holders of the Parent Company 4,765 450 5,578 582 7,138 772
Minority interests 65 6 20 2 23 2
Earnings per share
Earnings per share, SEK - equity holders of Parent Company

before ditution effects 6.78 7.94 10.17

after dilution effects 6.78 7.94 10.16
Dividend per share, SEK 3.702 3.50 4.40
Profit for period attributable to equity holders of the Parent Company 4,765 5,578 7,138
Average number of shares before dilution, million 702.3 702.2 701.8
Warrants 0.0 0.2 0.4
Average number of shares after dilution 702.3 702.4 702.2

Consolidated statement of comprehensive income

SEKm Note 2009 2008 2007
Profit for the year 4,830 5,598 7,161
Other comprehensive income
Actuarial gains/losses on defined-benefit pension plans -949 -3,322 1,230
Available-for-sale financial assets
Gains/Losses from fair-value measurement recognised in equity 331 -599 ~2565
Transferred to income statement at sale 0 0 -34
Cash-flow hedges:
Gains or losses from remeasurement of derivatives recognised in equity —202 -312 63
Transferred to income statement for the period 319 58 -25
Transferred to cost of hedged investments -10 -5 2
Translation differences in foreign operations -2,750 2,885 23
Gains on hedges of net investments in foreign operations 1,391 763 360
Income tax relating to components of other comprehensive income o B 24 ) ) ) o 192 1,013 -308
Other comprehensive income, net of tax -1,678 481 1,056
Total comprehensive income 3,152 6,079 8,217
Total comprehensive income attributable to:
Equity holders of the Parent Company 3,164 5,921 8,158
Minority interests -12 158 59
By business area Net sales Operating profit %
SEKm 2009 2008 2007 2009 2008 2007
Personal Care 25,716 23,331 22,101 3,235 2,912 2,960
Tissue 41,425 38,380 33,332 3,946 2375 1,724
Packaging 28,359 33,441 33,728 413 1,493 2,651
Forest Products 16,983 16,710 18,744 2,503 2,207 2,870
Publication papers 9,759 9,015 8,715 1,253 402 537
Pulp, timber and solid-wood products 7,224 7,695 10,029 1,260 1,805 2,333
Other 1,470 1,468 1,336 —449 -433 -358
Intra-Group deliveries -3,096 -2,881 -3,328
Total 110,857 110,449 105,913 9,648 8,554 9,847

") Average exchange rate of 10.59 (9.58; 9.25) was applied in translation to EUR.

2 Board proposal.

3In figures for 2008, reclassification took place between Cost of goods sold (gross profit) and Sales and administration expenses.
4 Excluding items affecting comparability.
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Consolidated statement of changes in equity
SEKm 2009 2008 2007
Attributable to equity holders of the Parent Company
Opening balance, 1 January 66,450 63,5690 58,299
Total comprehensive income for the year 3,164 5,921 8,158
Sale of treasury shares - 28 55
Adjustment between SCA's owner’s equity and liability to minority interests - - -115
Dividend .. .. .o2:458 .T308 -2.807
Closing balance 67,156 66,450 63,590
Minority interests
Opening balance, 1 January 802 689 664
Total comprehensive income for the year -12 158 59
Adjustment between SCA's owner’s equity and liability to minority interests - - 115
Dividend -40 -39 -132
Change in Group composition - -6 -17
Closing balance . 750 802 689
Total equity, closing balance 67,906 67,252 64,279
For further information, see Note 24 Equity on page 86.
s '
Operating cash-flow statement, supplementary disclosure
2008 2007
Group SEKm EURm" SEKm EURm" SEKm EURmM"
Operating expenses
Net sales 110,857 10,466 110,449 11,532 105,913 11,456
Operating expenses 94415 -8,914 -95,709 -9,993 -86,095 ~9,312
Operating surplus 16,442 1,552 14,740 1,539 19,818 2,144
Adjustment for significant non-cash items -709 67 871 01 -4,532 ~490
Operating cash surplus 15,733 1,485 13,869 1,448 15,286 1,654
Change in
Operating receivables 1,556 147 798 83 -1,967 213
Inventories 2,210 209 -363 -38 -1,765 -191
Operating liabilities 459 44 -454 -47 2433 263
Change in working capital 3,307 312 -19 -2 -1,299 -141
Current capital expenditures, net —4,037 -381 -5,353 ~659 -5,165 ~559
Restructuring costs, etc. 870 82 -684 -71 695 -75
Operating cash flow 14,133 1,334 7,813 816 " gt21 879
Financial items —1,644 -155 -2,317 ~242 -1,910 —207
Tax payments -1,003 94 -1,702 ~178 -1,719 -186
Other 4 o] 16 2 10 1
Cash flow from current operations 11,490 1,085 3,810 398 4,508 487
Strategic investments, restructuring costs and divestments
Company acquisitions -51 -5 -1,764 -184 -4,545 -492
Strategic capital expenditures, non-current assets -3,031 -286 -3,109 -325 -1,342 -145
Strategic restructuring costs 0 0 0 o} 0 0
Total strategic investments -3,082 =291 -4,873 -509 -5,887 -637
Divestments 75 7 1,140 119 2,852 308
Cash flow from gic restructuring costs, ir tments and di -3,007 -284 -3,733 -390 -3,035 -329
Cash flow before dividend o 8,483 801 B £ s 1,473 158
Sale of treasury shares 0 0 28 3 55 6
Dividend to shareholders -2,498 -236 -3,128 -327 -2,939 -318
Net cash flow 5,985 565 -3,023 -316 -1,411 -154
Net debt
2008 2007
SEKm EURm?" SEKm EURm" SEKm EURm"
Net debt, 1 January ~47,002 -4,298 -37,368 -3,948 -36,399 —4,024
Net cash flow 5,985 565 -3,023 -316 -1,411 -154
Remeasurements taken to equity -729 -89 -3,523 -368 1,013 110
Currency effects, etc. 1,316 -114 3,088 334 571 120
Net debt, 31 December -40,430 3,916 -47,002 -4,298 -37,368 -3,948

1) Average exchange rate of 10.59 {9.58, 9.25) was applied in transiation to EUR.
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Cash-flow statement

2009 2008 2007

Group SEKm EURm* SEKm EURm* SEKm EURmM"

Operating activities

Profit before tax 6,546 618 6,237 651 8,237 890

Adjustment for non-cash items 6,431 607 4,812 502 4,516 488

12,977 1,225 11,049 1,183 12,753 1,378

Tax payments i -1,003 -95 -1,702 -178 -1,719 -186

Cash flow from operating activities before changes in working capital 11,974 1,130 9,347 975 11,034 1,192

Cash flow from changes in working capital

Change in inventories 2,210 209 -363 -38 -1,765 -191

Change in operating receivables 1,556 147 798 83 -1,967 -218

Change in operating liabilities —459 -43 -454 -47 2,433 263

Cash flow from operating activities 15,281 1,443 9,328 973 9,735 1,051

Investing activities

Acquired operations 2 -45 -4 ~-1,763 -184 -4,371 —473

Divested operations 3 71 7 1,129 118 2,785 301

Investments in property, plant and equipment, and intangible assets 4 -7,215 -681 -8,635 -901 -6,991 -756

Sale of property, plant and equipment 150 14 210 22 502 54

Loans granted to external parties 0 0 -1,171 -122 -397 -43

Repayment of loans to external parties 6872 - 63 - - - -

Cash flow from investing activities -0,367 ‘ ~801 -10,230 -1,067 -8,472 -9i 7

Financing activities

Sale of treasury shares - - 28 3 55 6

Loans raised - - 6,615 691 3,015 326

Amortisation of debt —-6,966 -658 - - - -

Dividend paid** ~2,498 236 -3,128 -327 -2,939 -318

Cash flow from financing activities -9,464 -894 3,515 367 131 14

Cash flow for the year ~550 -52 2,613 273 1,394 148

Cash and cash equivalents at the beginning of the year 5,738 524 3,023 319 1,599 177

Exchange differences in cash and cash equivalents ~40 27 102 -68 30 -6

Cash and cash equivalents at the end of the year5) 5,148 499 5,738 524 3,023 319

* Average exchange rate of 10.59 (9.58; 9.25) was applied in translation to EUR.

** Inciuding dividend to minority.

' Adjustment for non-cash items, SEKm 2009 2008 2007 9 Discontinued operations, SEKm 2008 2008 2007
Depreciation and impairment of non-current assets 7,428 6,211 9,719 Non-current assets 80 1,019 117
Fair-value measurement of forest assets -668 -720 5,645 Operating assets 27 867 717
Unpaid relating to efficiency programme 463 - 1,331 Cash and cash equivalents 1 19 -12
Payments relating to efficiency programme, previously Non-current assets held for sale - - 2,385
recognised as liabilities —499 616 684 Net debt excl. cash and cash equivalents -4 -11 -67
Other ~293 63 -205 Provisions - -219 -26
Total 6,431 4812 4516 Operating liabilities 24 -521 -302

Liabilities held for sale - - 55

2 Acquired operations, SEKm 2009 2008 2007 Minority interests _ i -7
Non-current assets 38 1,487 3,064 Gain/loss on sale -8 0 28
Operating assets 32 182 347 Purchase price received 72 1,148 2,778
Cash and cash equivalents 1 1 87 Less unpaid purchase price - _ -5
Provisions - -123 -20 Cash and cash equivalents in divested operations -1 -19 12
Net debt excl. cash and cash equivalents -6 -1 -174 Effect on Group’s cash and cash equivalents,

Operating liabilities -24 -36 67 Discontinued operations YAl 1,129 2,785

Minority interests - - 10

Fair value of net assets 41 1,460 3,247 4 Investments in property, plant and equipment and intangible non-current assets

Negative goodwill dissolved in income statement - - -18 Investments in property, plant and equipment and intangible non-current assets and biological

Goodwill 37 297 1,162 gssets during the year totalled SEK 7,218m (8,671; 7,009) of which SEK 3m (36; 18) was

— - financed through finance leases.

Acquisition price 78 1,757 4,391

Acquisition price -78 -1,757 -4,3%1 5 Cash and cash equivalents, SEKm 2009 2008 2007

Unpaid purchase price for acquisitions 32 - g Cash and bank balances 1,570 1,462 1,681

Settled debt pertaining to acquisitions in earlier years 0 -7 -76 Short-term investments, maturity <3 months 3,578 4,276 1,342

Cash and cash equivalents in acquired operations 1 1 87 Total 5,148 5,738 3,023

E::f::i's‘i,t?oﬁrgfu g;se::;::: d cash equivalents, a5 1,763 -4,371 The G_roup’s tq'gal qugidity reserve at year-end amounted to SEK 38,548m (26,422; 25,342},
including unutilised lines of credit of SEK 33,400m (20,684; 22,319).
Interest paid, SEKm 2009 2008 2007
Interest paid -2,021 -2,096 -1,822
Interest received 89 170 118
Total -1,932 -1,926 -1,704
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'
Correlation between cash-flow statement and
. .
operating cash-flow statement, supplementary disclosures
Cash flow from operating activities Cash flow for the year
SEKm 2009 2008 2007 SEKm 2009 2008 2007
Cash flow from operating activities 15,281 9,328 9,735 Cash flow for the year -550 2,613 1,394
Less Less
Strategic restructuring costs 0 1 - Payment of loans to external parties - 1,171 397
Add Repayment of loans to external parties 672 - -
Current capital expenditures -4,037 -5,353 ~5,165 Amortisation of debt 6,966 - -
Accrued interest 246 -166 -62 Loans raised - -6,615 -3,015
Cash fiow from current operations as shown Add
in the Operating cash-flow statement 11,490 3,810 4,508 Net debt in acquired operations -2 10 107
Accrued interest 246 -166 -62
Cash flow from investing activities Investments through finance leases -3 -36 -18
SEKm 2009 2008 2007 Net cash flow according to Operating
Cash flow from investing activities 6,367 -10,230 -g472  cash-flow statement 5,985 -3,023 -1.411
Less
Current capital expenditures 4,037 5,353 5,165
Payment of loans to external parties - 1171 397
Repayment of loans to external parties 672 - -
Add
Strategic restructuring costs - -1 -
Net debt in acquired and discontinued
operations -2 10 -107
Investments financed via leasing -3 -36 -18
Cash flow from strategic investments,
restructuring costs and divestments accord-
ing to Operating cash-flow statement 3,007 3,733 -3,035
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Balance sheet

31 Dec. 2009 31 Dec. 2008 31 Dec. 2007

Group Note SEKm EURm? SEKm EURm' SEKm EURm"
ASSETS
Non-current assets
Goodwill 10 19,147 1,885 19,374 1,772 18,161 1,919
Other intangible assets 10 3,404 330 3,786 346 3,455 365
Buildings, land, machinery and equipment 11 61,404 5,947 63,700 5,825 56,447 5,965
Biological assets 12 25,397 2,460 24,711 2,260 23,905 2,526
Participations in associates 13 979 95 983 90 950 100
Shares and participations 14 80 8 73 7 68 7
Surplus in funded pension plans 26 230 22 843 77 2,137 226
Non-current financial assets 17 1,832 177 1,666 151 1,626 161
Deferred tax assets 9 1,156 112 1,073 98 1,042 110
Other non-current assets ] 17 166 15 122 13
Totat non-current assets 113,807 11,023 116,365 10,641 107,813 11,392
Current assets
Inventories 19 11,459 1,110 13,9568 1,276 12,780 1,350
Trade receivables? 20 16,103 1,560 18,364 1,680 17,607 1,861
Current tax assets 9 332 32 682 62 570 60
Other current receivables?) 21 2,711 262 3,117 285 2,836 300
Current financial assets 22 194 19 642 59 366 39
Non-current assets held for sale 23 105 10 102 9 55 6
Cash and cash equivalents 22 5,148 499 5,738 524 3,023 319
Total current assets 36,052 3,492 42,603 3,895 37,237 3,935
Total assets 149,859 14,515 158,968 14,536 145,050 15,327
EQUITY AND LIABILITIES
Equity 24
Shareholders of the Parent Company
Share capital 2,350 228 2,350 215 2,350 248
Other capital provided 6,830 661 6,830 625 6,830 722
Reserves 2,682 260 3,580 327 842 89
Retained earnings 55,294 5,356 53,690 4,909 53,568 5,660

67,156 6,504 66,450 6,076 63,590 6,719
Minority interests 750 73 802 73 689 73
Total equity 67,906 6,577 67,252 6,149 64,279 6,792
Non-current liabilities
Non-current financial liabilities 25 30,343 2,939 38,859 3,553 20,247 2,139
Provisions for pensions 26 3,567 345 3,443 315 1,987 210
Deferred tax liabilities 9 9,784 948 9,849 901 11,343 1,199
Other non-current provisions 27 477 46 643 59 869 92
Other non-current liabilities 28 185 18 214 19 133 14
Total non-current liabilities 44,356 4,296 53,008 4,847 34,579 3,654
Current liabilities
Current financial liabilities 25 13,761 1,333 13,170 1,204 21,943 2,319
Trade payables 12,272 1.189 14,156 1,294 13.526 1,429
Tax liabilities 9 385 37 199 18 597 63
Current provisions 27 1,107 107 1,062 96 1,165 123
Other current liabilities 29 10,072 976 10,131 928 8,961 947
Total current liabilities 37,597 3,642 38,708 3,540 46,192 4,881
Total equity and liabilities 149,859 14,515 158,968 14,536 145,050 15,327
Derivatives and financial instruments per category, See Note 18 (page 84) and Note 31 {page 92).
Contingent liabilities and pledged assets, see Notes 32 and 33 (page 93).
Capital employed 108,336 10,493 114,254 10,447 101,647 10,740
Net debt 40,430 3,916 47,002 4,298 37,368 3,948

) Closing exchange rate of 10.32 (10.94; 9.46) was applied in translation to EUR.

2 As of 2009, bills receivabie are included in trade receivables instead of in other current receivables. Reclassification was conducted for the comparative years 2008 and 2007.
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Financial statements
Parent Company

Income statement Cash-flow statement
SEKm Note 2009 2008 SEKm 2009 2008
Administrative expenses 34, 35,36 -446 461 Operating activities
Other operating income 196 126 Profit after financial items 33,351 -539
Other operating expenses -187 —126  Adjustment for non-cash items -30,466 -132
Operating loss -437 -461 2,885 -671
Financial items 37 Tax payments : - 0 0
o . Cash flow from operating activities
Income from participations in Group companies 35017 2,254 before changes in working capital 2,885 671
Interest income and similar profit items 360 163
Interest expenses and similar charges -1,589 2,485  Cashflow from changes in working capital
Total financial items 33,788 78  Change in operating receivables? 368 758
Profit/loss after financial items 33,351 539  Changeinoperating liabilties -608 918
Appropriations 38 -10 _g  Cashflow from operating activities 2,645 -288
Tax on profit for the year 39 433 808 I ting activities
Profit for the year 33,774 261 Company acquisitions 3 -31,598 -5,738
Investments in non-current assets -53 -118
Sale of property, plant and equipment 5 26
- 5,788
31,646 T a2
Financing activities
Sale of treasury shares, etc. - 30
Loans raised 30,366 3,212
Group contribution received/paid 1,093 177
Dividend paid L ) . -2,458 -3,089
Cash flow from financing activities 29,001 330
Cash flow for the year 0 0
Cash and cash equivalents at the beginning of the year 0 0
Cash and cash equivalents at the end of the year4 0 0
1 Adj for non-cash items 2009 2008
Depreciation of non-current assets 47 47
Change in accrued items —475 -133
Unpaid relating to efficiency programme - 3
Payments relating to efficiency programme, previously
recognised as liabilities -12 -25
Dividend income in the form of shares in a subsidiary company -30,001 -
Other 5 24
Total -30,466 -132

&2

in operating receivables and operating liabilities, respectively.

& o

fiabilities to subsidiaries.

Supplementary disclosures

Capital contribution and subscription to a new share issue in a Group company.
The company’s current account is a subsidiary account and is recognised in the balance sheet as

Dealings of the Parent Company with the Swedish subsidiaries relating to tax are recognised as Change

I and dividends paid and d 2009 2008
Dividends received 5,016 2,254
Interest paid -1,840 -2,644
Interest received 138 180
Total 3,315 -210
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Balance sheet
SEKm Note 31 Dec. 2009 31 Dec. 2008 SEKm Note 31 Dec. 2008 31 Dec. 2008
ASSETS EQUITY, PROVISIONS AND LIABILITIES
Fixed assets Equity 45
Capitalised expenditure for development programmes 1 2 Share capital 2,350 2,350
Intangible fixed as'sets‘ 40 1 2 Revaluation reserve 1,363 1,363
Buildings and land 6,359 6,326 Stqtytpfy reserve 7,283 7,283
Machinery and equipment . 1 2 Total restricted equity 10,996 10,996
Property, plant and equipment 41 6,360 6,328 Retained earnings 5,085 6,980
Shares 42 124,005 62,406 Profit for the year 33,774 261
Receivables from subsidiaries 43 269 - Total unrestricted equity 38,859 7,241
Other non-current receivables o 13;0» 132 Total equity 49,855 18,237
Financial fixed assets 124,404 62,538 Untaxed reserves 38 147 136
Total fixed assets 130,765 68,868
Provisions
Current assets . Provisions for pensions 46 415 419
Receivables from subsidiaries 43 2,281 1,590 .
Provisions for taxes 39 213 161
Current tax assets 39 18 18 Total provisions 628 580
Other current receivables 44 123 123
Cash and bank balances 0 o} Non-current liabilities
Total current assets ' 2,422 1,731 Non-current interest-bearing liabilities 47 7,566 -
Total assets 133,187 70,599 Other nol ities 0 0
Total fong-term liabilities 7,566 0
Current liabilities
Liabilities to subsidiaries 43 74,802 51,544
Account payables 11 27
Other current liabilities 48 178 75
Total current liabilities 74,991 51,646
Total equity, provisions and liabilities 133,187 70,599
Contingent fiabilities 49 43,930 50,855
Pledged assets 50 155 636
Change in equity (Note 45)
Profit brought forward
SEKm Share capital R reserve S y reserve and profit for the year Total equity
Equity at 31 December 2007 2,350 1,363 7,283 9,496 20,492
Group contributions 755 755
Tax effect of Group contributions » -212 =212
Total changes not recognised in the income statement 0 0 0 543 543
Profit for the year 261 261
Dividend, SEK 4.40 per share -3,089 -3,089
Sale of treasury shares 30 30
Equity at 31 December 2008 2,350 1,363 7,283 7,241 18,237
Group contributions 410 410
Tax effect of Group contributions ) -108 -108
Total changes not recognised in the income statement 0 0 0 302 302
Profit for the year 33,774 33,774
Dividend, SEK 3.50 per share -2,458 -2,458
Equity at 31 December 2009 2,350 1,363 7,283 38,859 49,855
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l Notes

NOTE 1 ACCOUNTING PRINCIPLES

The most important accounting principles applied in the preparation of this annual report are
set out below. The same principles are usually applied in both the Parent Company and the
Group. In some cases, the Parent Company applies principles other than those used by the
Group and, in such cases, these principles are specified under a separate heading.

BASIS FOR PREPARATION

The SCA Group's financial statements are prepared in accordance with the Annual Accounts
Act and International Financial Reporting Standards (IFRS)/International Accounting Stand-
ards (IAS) as adopted within the EU and the Swedish Financial Reporting Board, Recom-
mendation RFR 1.2, Supplementary accounting principles for Groups.

The Parent Company's financial statements are prepared in accordance with the Swed-
ish Financial Reporting Board’s recommendation RFR 2.2, Reporting by Legal Entities, and
the Annual Accounts Act. The accounts for both the Group and the Parent Company pertain
to the financial year that ended on 31 December 2003. SCA applies the historical cost
method for measurement of assets and liabilities except for biclogical assets (standing tim-
ber), available-for-sale financial assets and financial assets and liabilities, including derivative
instruments, measured at fair value through profit or loss. In the Parent Company, biological
assets or these financial assets and liabilities are not measured at fair value.

INTRODUCTION OF NEW AND REVISED IAS/IFRS

New standards and amendments (IAS/IFRS) and interpretations (IFRIC) that
came into effect in 2009 and were adopted by the EU:

IFRS 2 Share-based Payments has been revised with respect to vesting conditions and can-
cellations (effective 1 January 2009). The amendment had no impact on the Group.

IFRS 7 Financial Instruments: Disclosures (effective 1 January 2009) has been revised
with expanded requirements on disclosure related to fair-value measurements and liquidity
risk. According to the new disclosure requirements, fair values shall be determined on a hier-
archy comprising three levels based on, 1) quoted prices on an active market 2) an assess-
ment based on directly or indirectly observable market inputs other than those included in
Level 1, 3) inputs not based on observable market data. For derivative liabilities, undis-
counted cash flows must be specified in the maturity analysis that is prepared in order to
provide disclosure regarding the liquidity risk. SCA applies the new disclosure requirements.

IFRS 8 Operating Segments has replaced IAS 14 (effective 1 January 2009). According to
IFRS 8, segment information must be recognised on the basis of how management inter-
nally follows up operations. The application of IFRS 8 did not constitute any changes in
reportable segments compared with previous reporting.

IAS 1 Presentation of Financial Statements has been amended (effective 1 January 2009).
According to the amendment, the Group must present a statement of other comprehensive
income immediately following the consolidated income statement and a consolidated state-
ment of changes in equity.

IAS 23 Borrowing Costs has been revised so that loan costs directly attributable to the
acquisition, construction or production of qualifying assets shall be included as part of the
investment cost (effective 1 January 2009). In the past, it was also possible to recognise bor-
rowing costs as an expense. SCA already applied the principle of including interest expenses
incurred during the construction and assembly period in the cost of major investment projects,
and, accordingly, the change has not had a material impact on the consolidated accounts.

IAS 32 Financial Instruments: Classification and IAS 1 Presentation of Financial State-
ments. Amendment pertaining to the classification of certain financial instruments that enti-
tles the holder to a proportional share of the issuing company's net assets in conjunction
with liquidation, which according to previous regulations were classified as a liability (effec-
tive 1 January 2009). The amendment had no impact on the Group.

IFRS 1 First-time Adoption of IFRS and IAS 27 Consolidated and Separate Financial
Statements. Amended so that legal entities can choose, during the transition to IFRS, to
value investments in subsidiaries, joint ventures and associated companies at cost or fair
value (effective 1 January 2009). The amendment had no impact on the Group.

IFRIC 13 Customer Loyalty Programmes {effective 1 July 2008) is a new interpretation
that provides guidance when recognising customer loyalty programmes. The Group applies
the interpretation as of 2009, but it has not had any material impact on the consolidated
financial statements.

IFRIC 16 Hedges of a Net Investment in a Foreign Operation (effective 1 October 2008).
The interpretation addresses such issues as the risk of differences between the functional
currency of the Parent Company and the subsidiaries that can be hedged, and where in the
Group consolidated financial statements the hedges of a net investment in a foreign opera-
tion can be recognised. The interpretation had no impact on the Group.

Over the course of its 2008 improvement project, the International Accounting Standards
Board (IASB) identified some 25 amendments to IFRS/IAS standards entailing changes to
presentation, recognition and measurement. None of these changes have had a material
impact on the Group’s financial statements.

New standards, amendments and interpretations adopted by the EU but not
yet effective and not applied in advance:
IFRS 1 First-time Adoption of IFRS {effective 1 July 2009) has been revised. The Group is not
affected by the change.

IFRS 3 Business Combinations has been revised (effective 1 July 2009). This amendment
applies prospectively to acquisitions after the effective date. Transaction costs may no longer
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be included in cost, but must be expensed. The fair value of contingent additional considera-
tion shall be established at the acquisition date and the effects of the remeasurement of the
liability related to the contingent consideration shall, as a rule, be recognised in profit for the
period. In connection with step acquisitions when a controlling interest is achieved, any net
assets acquired earlier in the acquired units are fair valued and the result of the revaluation in
recognised in profit or loss. The minority interest in connection with acquisitions less than
100% is determined for each transaction, either as a proportional share of the fair value of
identifiable net assets or at fair value. Depending on the alternative selected for recognising a
minority interest, it will affect the size of any goodwill. The Group applies these amendments
to IFRS 3 from 1 January 2010 and for new acquisitions after the effective date.

IAS 27 Consolidated and Separate Financial Statements has been amended (effective
1 July 2009). Losses attributable to minority interest shall be recognised even if this resuits in
the minority interest having deficit balance. Transactions related to the minority in which con-
trolling influence is maintained shall always be recognised in equity. The profit/loss that arises
when the controlling influence ceases shall be recognised in profit or loss for the period,
including remeasurement of any remaining interest at fair value. The Group applies amend-
ments to 1AS 27 from 1 January 2010.

1AS 32 Financial Instruments: Presentation (effective 1 February 2010) clarifies that equity
instruments shall be classified as equity in connection with rights issues when the exercise
price is determined in a currency other than the functional currency. The amendment is cur-
rently not applicable to the Group.

IAS 39 Financial Instruments: Recognition and Measurement was amended with regard
to eligible hedged items (effective 1 July 2009). The amendment clarifies the application of
the principles for hedge reporting. The Group applies the amendment as of 1 January 2010,
but the current assessment is that it will not have any impact on the Group.

IFRIC 9 Reassessment of Embedded Derivatives and IAS 39 Financial Instruments: Rec-
ognition and Measurement (effective 30 June 2009) has been amended insofar as a hybrid
instrument may not be reclassified from the category financial assets measured at fair value
in profit or loss unless it is possible to separate the derivative. The Group will apply the inter-
pretation, but the assessment is that it will not have any impact on the Group’s financial
statements.

IFRIC 12 Service Concession Arrangements {effective 1 January 2008). The interpreta-
tion provides guidance in the recognition of service arrangements between public and pri-
vate parties. The interpretation is currently not applicable to SCA.

IFRIC 15 Agreements for the Construction of Real Estate (effective 1 January 2009). The
interpretation addresses the date for revenue recognition in the agreement for the construc-
tion of property. This interpretation is not applicable to the Group.

IFRIC 17 Distribution of Non-cash Assets to Owners (effective 1 July 2009). The interpre-
tation does not currently apply to the Group, since such transactions do not occur.

IFRIC 18 Transfers of Assets from Customers (effective 1 July 2009). The interpretation
provides guidance with regard to reporting of assets transferred from customers. The Group
applies this interpretation from 1 January 2010, but the current assessment is that it wilt not
have any impact on the Group's financial statements.

New standards, amendments and interpretations published by IASB but either
not yet effective or not yet adopted by the EU:

IFRS 1 First-time Adoption of IFRS (effective 1 January 2010) has been revised with respect to
future exceptions for first-time adopters of IFRS. The Group is not affected by the amendment.

IFRS 2 Share-based payments (effective 1 July 2009) has been revised with regard to
Intra-Group cash-settied payments. The amendment is not currently applicable to the Group.

IFRS 9 Financial instruments (effective 1 January 2013). The first of three stages of the
new standard was presented as part of the reform that aims to entirely replace IAS 39 with a
principle-based and less complex accounting standard at the end of 2010. The part pub-
lished in 2009 concerns recognition and measurement of financial assets. According to the
new standard, two categories exist for the measurement of financial instruments — amor-
tised cost and fair value. initially, all financial instruments shall be measured at fair value,
including transaction costs for the assets measured at amortised cost. In subsequent meas-
urements, the financial assets are valued at either amortised cost or fair value. Gains and
losses related to equity instruments shall be recognised either in profit or loss or other com-
prehensive income, provided the instrument is not held for sale. The choice is made on the
initial accounting occasion and cannot be later changed. The assessment is that IFRS 9 wilt
only have a marginal impact on the Group's position and earnings.

IAS 24 Related-Party disclosures (effective 1 January 2011} has been revised with respect
to the disclosure requirement for companies owned by the national government to present
details of transactions with the national government and related companies. Definition of
related party has been slightly altered. The Group is not affected by the amendment.

IFRIC 14 IAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements
and their Interaction (effective January 2011) has been revised in relation to how recognition
shall be conducted of voluntary advance payments to a pension scheme for which there is
requirements for minimum funding. The Group wilt apply the amendment when it comes into
effect, but the assessment is that it will not have any material impact on the Group's financial
statements.

IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments (effective 1 July 2010)
is a new interpretation that clarifies how recognition shall be effected when a debtor renego-
tiates the conditions of a financial liability with a lender so that the lender instead receives
newly issued equity instruments. At present, no such renegotiations take place, and thus the
interpretation is not expected to have any implications for the Group.



Improvements to International Financial Reporting Standards and interpreta-
tions (IFRIC) (issued in April 2009) that become effective 1 January 2010 and
that have not yet been adopted by the EU:

Qver the course of its 2009 improvement project, the International Accounting Standards
Board (IASB) identified some ten amendments to IFRS/IAS standards and interpretations
entailing changes to presentation, recognition and measurement. None of these changes
are deemed to have a material impact of the Group's financial statements.

USE OF ASSESSMENTS

The preparation of financial statements in conformity with IFRS and generally accepted
Swedish accounting principles requires assessments and assumptions to be made that
affect recognised asset and liability items and income and expense items, respectively, as
waell as other information disclosed. The actual results may differ from these assessments.

CONSOLIDATED ACCOUNTS

The consolidated accounts are prepared in accordance with the Group’s accounting princi-
ples and include the accounts of the Parent Company and all Group companies in accord-
ance with the definitions below. Group companies are consolidated from the date the Group
exercises control or influence over the company according to the definitions provided under
the respective category of Group company below. Divested Group companies are included
in the consolidated accounts until the date the Group ceases to control or exercise influence
over the companies. Intra-Group transactions have been eliminated.

Parent Company:
The Parent Company recognises all holdings in Group companies at cost after deduction for
any accumulated impairment losses.

Subsidiaries

All companies in which the Group holds or controls more than 50% of the votes or where the
Group alone, through agreement or in another manner, exercises control, are consolidated
as subsidiaries. The consolidated financial statements are prepared in accordance with the
purchase method. Equity in acquired subsidiaries is determined on the basis of measure-
ment of the fair value of assets, liabilities and contingent liabilities at the acquisition date
(acquisition analysis). Measurement at fair value is made without consideration of the size of
any minority interests. These fair values constitute the Group's cost. If the cost of shares in
subsidiaries at the acquisition date exceeds the estimated value of the Group’s share of net
assets in the acquired company, the difference is recognised as consolidated goodwill. If the
acquisition price is less than the finally determined value of net assets, the difference is rec-
ognised directly in the income statement.

Joint ventures

Joint ventures are defined as companies in which SCA together with other parties through
an agreement has shared control over operations. Joint ventures are recognised according
to the proportional consolidation method. Measurement of acquired assets and liabilities is
done in the same way as for subsidiaries.

Associated companies
Associates are companies in which the Group exercises a significant influence without the
partly-owned company being a subsidiary or a joint venture. Normally, this means that the
Group owns between 20% and 50% of the votes. Accounting for associates is carried out
according to the equity method and they are initially measured at cost. Valuation of acquired
assets and liabilities is performed in the same manner as for subsidiaries and the carrying
amount for associates includes any goodwill and other Group adjustments.

The Group's share of profit after tax arising in the associate after the acquisition is recog-
nised on one line in the consolidated income statement. Share in profits is calculated on the
basis of SCA’s share of equity in the respective associate.

Minority interests

Minority share in a subsidiary’s net assets is recognised as a separate item in the Group’s
equity. In the consolidated income statement, minority share is included in net profit. Trans-
actions with minority interests are handled in the same way as transactions with external
parties. Sale of participations to minority interests result in a gain or loss that is recognised in
the consolidated income statement. Acquisition of minority shares can result in goodwill if
the cost exceeds the carrying amount of the acquired net assets.

TRANSLATION OF FOREIGN CURRENCY
Functional currency and presentation currency
The companies in the Group prepare their financial statements in the currency used in the
primary economic environment in which they operate. This is known as the functional cur-
rency. These reports provide the basis for the consolidated financial statements.

The consolidated financial statements are prepared in Swedish kronor (SEK), which is the
Parent Company's functional currency and therefore the presentation currency.

Translation of foreign Group companies

Balance sheets and income statements for all Group companies whose functional currency
is not the presentation currency are translated into the Group's presentation currency using
the following procedures:

Financial statements
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* assets and liabilities for each balance sheet presented are translated at the closing rate at
the date of the balance sheet,

* income and expenses for each income statement presented are translated at the average
exchange rate for the respective year,

¢ all exchange differences that arise are recognised as a separate component directly in
consolidated equity.

Exchange differences arising on the financial instruments held to hedge these net assets are
also taken directly to consolidated equity. When a foreign operation is disposed of, both
translation differences and exchange differences in financial instruments held for the cur-
rency hedging of net assets in the income statement are recognised as part of the gain or
loss on disposal. Goodwill and fair-value adjustments that arise on acquisition are treated as
assets and liabilities of the operation and translated according to the same principles as the
foreign operation. The financial reports of a subsidiary in a hyperinflationary country are
adjusted for inflation using the price index for the country in question before these reports
are included in the consolidated financial statements.

TRANSACTIONS AND BALANCE SHEET ITEMS IN FOREIGN CURRENCY
Transactions in foreign currency are transiated to a functional currency using the exchange
rate on the transaction date. Monetary receivables and liabilities in foreign currency are
remeasured at closing-date rates at each balance-sheet date. Exchange gains or losses that
arise from such remeasurement and on payment of the transaction are recognised in the
income statement, except for, in accordance with 1AS 39, approved hedging transactions
relating to cash flows or net investment where the gain or loss is recognised in equity. Gains
and losses on operating receivables and liabilities are recognised net and reported within
operating profit. Gains and losses on borrowing and financial investments are recognised as
other financial items. Change in fair value of monetary securities issued in foreign currency
and classified as financial assets available for sale is analysed and the change attributable to
changed exchange rates is recognised in the income statement, while other unrealised
change is recognised in equity. Translation differences for non-monetary financial assets and
liabilities valued at fair value through profit or loss are recognised as part of the fair value gain
or loss. Translation differences for non-monetary financial assets, classified as assets availa-
ble for sale are taken directly to equity. Non-monetary assets and liabilities recognised at his-
torical cost are translated at the exchange rate prevailing on the transaction date.

REVENUE RECOGNITION

Sales revenue, synonymous with net sales, comprises the fair value of the consideration
received or receivable for sold goods and services within the Group’s ordinary activities. The
revenue is recognised when delivery to the customer has taken place according to the terms
of the sale. Other income includes compensation for sales that are not included in the
Group's ordinary activities and includes rental revenue, which is recognised in the period
covered by the lease, royalties and similar, which are recognised in accordance with the
implied financial effect of the contract. interest income is recognised in accordance with the
effective interest method. Dividends received are recognised when the right to receive a divi-
dend has been determined.

SEGMENT REPORTING

Operating segments are recognised in a manner that complies with the internal reporting
submitted to the highest authority in the decision-making base. The highest authority in the
decision-making base is the function that is responsible for allocating resources and assess-
ing the result of the operating segments. At SCA, this function has been identified as the
company's President, who is responsible for and manages the day-to-day administration of
the Group in accordance with the Board's guidelines and terms of reference. The Executive
Vice President and Corporate Senior Management support him in his work; see the section
Responsibility and governance, Corporate governance on pages 38-39. SCA's four busi-
ness areas; Personal Care, Tissue, Packaging and Forest Products, comprise the operating
segments, whereby Forest Products is divided into two segments, Publication papers and
Pulp, timber and solid-wood products.

LEASING

Leases for non-current assets in which the Group essentially carries all the risks and rewards
incidental to ownership of an asset are classified as finance leases. The leased asset is rec-
ognised as a non-current asset and a corresponding financial liability is recognised among
interest-bearing liabilities. The initial value of both these items comprises the lower of the fair
value of the assets or the present value of the minimum lease payments. Future iease pay-
ments are divided between amortisation of the fiability and financial expenses, so that each
reporting period is charged with an interest amount that corresponds to a fixed interest rate
on the recognised liability for the respective period. The leased asset is depreciated accord-
ing to the same principles that apply to other assets of the same nature. If it is uncertain
whether the asset will be taken over at the end of the leasing period, the asset is depreciated
over the lease term if this is shorter than the usefut life that applies to other assets of the
same nature. Leases for assets in which the risks and rewards incidental to ownership are
essentially carried by the lessor are classified as operating leases. The lease payments are
recognised as an expense on a straight-line basis over the lease term.

Parent Company:
The Parent Company reports all leases as operating leases.
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IMPAIRMENT LOSSES

Assets that have an indefinite useful life are not depreciated but are annually tested for
impairment. The value of depreciated assets is tested for impairment whenever there are
indications that the carrying amount is possibly not recoverabie. In cases in which the carry-
ing amount of an asset exceeds its estimated recoverable amount, an impairment loss is
recognised on the asset down to the recoverable amount. An impairment loss recognised
earlier is reversed, if the reasons for the earlier impairment no longer exist. However, a
reversal is not higher than the carrying amount would have been if an impairment loss had
not been recognised in previous years. When testing for impairment of goodwill, the assets
are grouped in cash-generating units and assessments are made on the basis of these units’
future cash flows. impairment losses on goodwill are never reversed.

TAXES

The Group’s tax expense comprises deferred tax and current tax on Group companies’ rec-
ognised profits during the accounting period, adjustments relating to tax for prior periods as
well as other changes in deferred taxes for the period. Interests items attributable to income
tax and withholding taxes deducted at source on intra-Group transactions are also recog-
nised as income tax. Deferred tax is calculated and recognised on all temporary differences
between the tax base and the carrying amount. Deferred tax assets relating to deductible
temporary differences, loss carryforwards and tax credits are recognised to the extent it is
probable that deductions can be made against future profit.

Deferred tax is not taken into account relating to non-deductible goodwill, or relating to
temporary differences that arise the first time an asset or liability is recognised, and which are
not attributable to a business combination and do not affect either recognised profit or taxa-
ble profit.

Deferred taxes are measured at their nominal amount and based on the tax rates enacted
or substantively enacted on the balance-sheet date. For items recognised in the income
statement, related tax effects are aiso recognised in the income statement. For items recog-
nised in equity under other comprehensive income, related tax effects are recognised in
equity under other comprehensive income. Deferred taxes relating to temporary differences
attributable to investments in subsidiaries and participations in joint ventures are not recog-
nised in SCA's consolidated financial statements since SCA AB, in all cases, can control the
time of reversal of the temporary differences and it is not considered probable that such
reversal will occur in the near future.

Parent Company:

Due to the links between accounting and taxation, the deferred tax liability on untaxed
reserves in the Parent Company is recognised in the Parent Company’s year-end accounts
as part of the untaxed reserves.

INTANGIBLE ASSETS

Goodwill

Goodwill is the amount by which the cost of an acquisition exceeds the fair value of the net
assets acquired by the Group in conjunction with a company acquisition or net assets pur-
chase. Goodwill that arises at acquisition of associates is included in the carrying amount of
the associate. Goodwill is distributed to the cash-generating units within each operating
segment that is expected to benefit from the business combination for which the goodwill
arose. Goodwill is tested annually for any impairment requirement. Goodwill is recognised at
cost reduced by accumulated impairment losses. Impairment losses on goodwill are not
reversed. Net gains or losses from the sale of Group companies include the remaining carry-
ing amount of the goodwill attributable to the disposed unit.

Trademarks

Trademarks are recognised at cost after any accumulated depreciation and accumulated
impairments. Trademarks that are found to have an indefinite useful life are not amortised,
but instead tested annually for impairment in the same manner as goodwill. Cash-generating
units identified for these trademarks comprise the geographical market where the trademark
exists. Trademarks with a limited useful life are amortised on a straight-line basis during their
anticipated useful fife, which varies between three and seven years.

Research and development

Research expenditure is recognised as an expense as incurred. In cases in which it is difficuit
to separate the research phase from the development phase in a project, the entire project is
treated as research and expensed immediately. Identifiable expenditure for development of
new products and processes is capitalised to the extent it is expected to provide future eco-
nomic benefits. In other cases, development costs are expensed as incurred. Capitalised
expenditure is depreciated in a straight line from the date when the asset can start to be
used or produced commercially and during the estimated useful life of the asset. The depre-
ciation period is between five and ten years.

Emission allowances and costs for carbon dioxide emissions

Emission allowances relating to carbon dioxide emissions are recognised as an intangible
asset and as deferred income (liability) when they are received. Allowances are received free
of charge and measured and recognised at market value as of the date to which the alloca-
tion pertains. For allocated emission allowances, the recognised cost and provisions for
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emissions amount to the market value as of the date to which the allocation pertains. For
purchased emission allowances, the recognised cost and provisions for emissions amount
to the purchase price. During the year, the initial liability for emission allowances received is
dissolved over the income statement as income in pace with carbon dioxide emissions
made. If the market price of emission allowances on the balance-sheet date is less than rec-
ognised cost, any surplus emission allowances that are not required to cover emissions
made are written down to the market price applying on the balance-sheet date. In conjunc-
tion with this, the remaining part of the deferred income is recognised as income by a corre-
sponding amount and therefore no net effect occurs in the income statement. The emissions
allowances are used as payment in the settlement with the state regarding liabilities for emis-
sions. If the emission allowances received do not cover emissions made, SCA makes a pro-
vision to reserves for the deficit valued at the market value on the balance sheet date. Sales
of surplus emission allowances are recognised as income on the settlement date.

Other intangible assets

Intangible assets also include patents, licenses and other rights. At acquisition of such
assets, the cost of the acquisition is recognised as an asset and amortised on a straight-line
basis over the anticipated useful life, which varies between 3 and 20 years.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment is recognised at cost after deduction for accumulated depre-
ciation and any accumulated impairment. Cost includes expenditure that can be directly
attributed to the acquisition of the asset as well as transfer from equity of the gains and
losses from approved cash-flow hedges relating to purchases in foreign currency of prop-
erty, plant and equipment. The cost of properties and production facilities included in major
projects includes, unlike costs for other investments, expenditure for running-in and start-
up. Expenditure for interest during the construction and assembly period is included in cost
for qualifying investment projects. All expenditure for new investments in progress is capital-
ised. All other forms of repair and maintenance are recognised as expenses in the income
statement in the period in which they are incurred. Land is regarded as having an infinite use-
ful life and is therefore not depreciated. Depreciation of other property, plant and equipment
is performed on a straight-line basis down to the estimated residual value of the asset and
during the anticipated useful life of the asset. Useful lives are assessed as:

Number of Years
Pulp and paper mills, sawmills 10-25
Converting machines, other machinery 7-18
Tools 3-10
Vehicles 4-5
Buildings 15-50
Energy plants 15-30
Computers 3-5
Office equipment 5-10
Harbours, railways 20-30
Land improvements, forest roads 10-20

The residual values and useful lives of assets are tested on a continuous basis and adjusted
when required.

Parent Company:

The Parent Company’s property, plant and equipment, which are recognised in accordance
with the Group’s accounting principles, include standing timber, which in the Group is classi-
fied as a biological asset. No systematic depreciation or changes in value in conjunction with
felling is effected in the Parent Company. Collective revaluation of forest assets has occurred.
The revaluation amount was placed in a revaluation reserve in equity.

BIOLOGICAL ASSETS

The Group’s standing timber is defined and recognised as a biological asset. Forestland and
forest roads are classified as land and land improvements. The biological assets are valued
and recognised at fair value after deduction for estimated selling costs. The change in value
is recognised in the income statement. The fair value of the Group’s standing timber is calcu-
lated as the present value of anticipated future cash flow from the assets before tax. The cal-
culation is based on existing, sustainable felling plans and assessments regarding growth,
timber prices, feling costs and silviculture costs, including costs for statutory replanting.
Environmental restrictions and other limitations are taken into account and the calculation is
performed for a production cycle that SCA estimates at an average of 100 years. The dis-
count factor is based on a normal forest company’s weighted average cost of capital
(WACC).

Parent Company:
The Parent Company reports standing timber as property, plant and equipment at historical
cost.

FINANCIAL INSTRUMENTS
Financial instruments recognised in the balance sheet include cash and cash equivalents,
securities, other financial receivables, trade receivables, trade payables, loans and derivatives.



Recognition and derecognition from the balance sheet

Purchases and sales of financial instruments are recognised in the financial statements on
the trade date, with the exception of loan receivables, available-for-sale financial assets and
other financial liabilities, all of which are recorded on the settlement date. Financial instru-
ments are initially recognised at cost, which corresponds to the fair value of the instrument
including transaction costs. Financial assets are derecognised from the balance sheet when
the risk and the right to receive cash flows from the instrument have ceased or been trans-
ferred to another counterparty. Financial liabilities are derecognised from the balance sheet
when SCA has met its commitments or they have been otherwise extinguished. SCA reports
financial instruments with a remaining maturity of less than 12 months as current assets and
liabilities and those that exceed 12 months as non-current assets and liabilities. The duration
of utilised loans under syndicated lines of credit are recognised with the same duration as
the line of credit. Recognition takes place on the basis of the categories specified below.

Measurement

The fair value of financial instruments is calculated on the basis of prevailing market listings
on the closing date. For financial assets and listed securities, the actual prices on the closing
date are used. In the absence of market listings, SCA determines fair values with the aid of
common valuation models, such as discounting of future cash flows to listed market rates
for each duration. These calculated cash flows are established based on available market
information. Impairment of financial assets takes place when there is objective proof of
impairment, such as cessation of an active market or where it is probable that the debtors
cannot meet their commitments. For disclosures in a note relating to long-term loans, cur-
rent market interest rates and an estimate of SCA's risk premium are taken into account in
fair value calculations. The fair value of short-term loans and investments is considered to
correspond to the carrying amount since a change in market interest rates does not have a
significant effect on market value.

Cash and cash equivalents

Cash and cash equivalents are defined as cash and bank balances as well as short-term
investments with a maturity of less than three months from the acquisition date. Restricted
deposits are not included in cash and cash equivalents.

Classification and subsequent recognition

Classification of financial instruments is determined on the original acquisition date, and the
purpose of the transaction determines the choice of category. SCA classifies its financial
instruments in the categories below.

Financial assets at fair value through the income statement

Assets are classified in this category when the intention is to sell in the short term. Derivatives
with a positive market value are classified in this category if they are not identified as hedges
and meet requirements for hedge accounting. Assets in this category are recognised contin-
uously at fair value and changes in value are recognised in profit or loss. Only financial deriva-
tives were classified in this category during the year.

Held-to-maturity investments

Held-to-maturity investments are defined as financial assets that are not derivatives and that
have fixed or determinable payments and that SCA intends and is able to hold to maturity.
Assets in this category are measured at amortised cost applying the effective interest
method, which means they are accrued so that a constant return is obtained. No financial
instrument was classified in this category during the year.

i oans and trade receivables

Loans and trade receivables are financial assets, which are not derivatives, with fixed or
determinable payments, that are not quoted in an active market. Receivables arise when
SCA provides money, goods or services directly to another party without any intention of
conducting trading in the receivables. Assets in this category are measured at amortised
cost less a potential provision for impairment. Trade receivables are recognised in the
amount at which they are expected to be paid, based on an individual assessment of bad
debts. Any impairment of trade receivables affects SCA's operating profit.

Available-for-sale financal assets

This category includes financial assets that are not derivatives and that are designated in this
category at initial recognition or that have not been classified in any other category. Assets in
this category are measured continuously at fair value. Changes in value are recognised in
equity. A change attributable to the change in exchange-rate movements, however, is rec-
ognised in the income statement. When the asset is sold, the cumulative gain or loss that
was recognised in equity is recognised in the income statement.

Financial habilites at fair value through the income staternent

This category includes derivatives with negative fair values that are not used for hedge
accounting and financial fiabilities held for trading. Liabilities in this category are continuously
measured at fair value and changes in value are recognised in the income statement. Only
derivatives were classified in this category during the year.
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Financial liabilities measurec at amortised cost

This category includes financial fiabilities that are not held for trading. These are recognised
initially at fair value, net after transaction costs, and subsequently at amortised cost accord-
ing to the effective interest method.

Accounting for derivative:s u-ed for hedying purposes

All derivatives are initially and continuously recognised at fair value in the balance sheet.
Gains and losses on remeasurement of derivatives used for hedging purposes are recog-
nised as described below. In hedge accounting, the relationship between the hedge instru-
ment and the hedged item is documented. Assessment of the effectiveness of the hedge is
also documented, both when the transaction is initially executed and on an ongoing basis.
Hedge effectiveness is the extent to which the hedging instrument offsets changes in value
in a hedged item’s fair value or cash flow.

Cash-flow hedges

Gains and losses on remeasurement of derivatives intended for cash-flow hedging are rec-
ognised in equity and reversed to the income statement at the rate at which the hedged
cash flow affects profit or loss. Any ineffective part of the change in value is recognised
directly in the income statement. If a hedge relationship is interrupted and cash flow is still
expected, the result is recognised in equity until the cash flow affects profit or loss. If the
hedge pertains to a balance sheet item, the profit or loss is transferred from equity to the
asset or liability to which the hedge relates when the value of the asset or liability is deter-
mined for the first time. In cases in which the forecast cash flow that forms the basis of the
hedging transaction is no longer assessed as probable, the cumulative gain or loss that is
recognised in equity is transferred directly to the income statement. Cash-flow hedges relat-
ing to energy affect the energy costs, that is, cost of goods sold. Transaction exposure’s
cash-flow hedges affect consolidated net sales and expenses.

Hedges of net investments in foreign operations

Gains and losses on remeasurement of derivates intended to hedge SCA's net investments
in foreign operations are recognised in equity. The cumulative gain or loss in equity is recog-
nised in the income statement in the event of divestment of the foreign operation.

Fair-value hedges

The gain or loss from remeasurement of a derivative relating to fair-value hedges is recog-
nised in the income statement with changes in fair value of the asset or liability exposed to
the hedged risk. For SCA this means that long-term loans that are subject to hedge account-
ing are discounted without a credit spread to market interest rates and meet inherent inter-
est-rate derivatives’ discounted cash flows at the same rate. Since the entire change in value
from the derivative is recognised directly in profit or loss, any ineffectiveness is recognised in
the income statement.

Financial hedges

When SCA conducts hedges and the transactions do not meet requirements for hedge
accounting according to 1AS 39, changes in fair value of the hedging instrument are recog-
nised directly in the income statement.

INVENTORIES

Inventories are recognised at the lower of cost and net realisable value on the balance sheet
date. Cost is calculated using the first-in, first-out (FIFO) or weighted average cost formula.
However, the cost of goods produced and segregated for specific projects is assigned by
using specific identification of their individual costs. The cost of finished goods and work in
progress includes raw materials, direct labour, other direct expenses and production-related
overheads, based on a normal production level. Interest expenses are not included in meas-
urement of inventories. Net realisable value is the estimated selling price in the ordinary
course of business, less the estimated cost of completion and sale of the item. The holding
of felling rights for standing timber is valued at contract prices, which on average do not
exceed the lower of net realisable value and cost.

NON-CURRENT ASSETS HELD FOR SALE

Non-current assets (and disposal groups) are classified as Non-current assets held for sale if
their value, within one year, will be recovered through a sale and not through continued utili-
sation in operations. On the reclassification date, the assets and liabilities are measured at
the lower of fair value minus selling costs and the carrying amount. Following reclassification,
no depreciation is carried out on these assets.

Parent Company:
Non-current assets held for sale are not reclassified and depreciation does not cease.
Instead, if such assets exist, the information is disclosed.

EQUITY

Transaction costs directly relating to the issue of new shares or options are recognised, net
after tax, in equity as a reduction in the issue proceeds. Expenditure for the purchase of
SCA's treasury shares reduces retained earnings in equity in the Parent Company and the
portion of consolidated equity that pertains to Parent Company shareholders. When these
are sold, the sales proceeds are included in retained earnings in the equity pertaining to Par-
ent Company shareholders.
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EMPLOYEE BENEFITS

Pensions

There are many defined-contribution and defined-benefit pension plans within the Group, of
which most of these have plan assets. The liability recognised in the balance sheet for
defined-benefit pension plans is the present value of the obligation on the baiance sheet
date minus the fair value of the plan assets. Funded plans with net assets, that is, plans with
assets exceeding obligations, are recognised as a financial asset. The defined-benefit obii-
gation is calculated annually by independent actuaries using the Projected Unit Credit
Method. The obligation is valued at the present value of anticipated future cash flows using a
discount rate that corresponds to the interest on first-class corporate bonds or, where these
do not exist, government bonds issued in the currency in which the benefits will be paid and
with a remaining maturity that is comparable to the actual pension liability. Actuarial gains
and losses are recognised directly in equity in the period in which they arise. The total cost
refating to defined-benefit plans is divided between personnel costs and financial expenses.
Financial expenses are caiculated from the net value of each plan at the beginning of the year
and the discount factor decided for each country. The Group's payments relating to defined-
contribution plans are recognised as an expense during the period the employees carry out
the service to which the payment relates. Prepaid contributions are only recognised as an
asset to the extent the Group is entitled to a repayment or reduction of future payments.
Past service costs are recognised directly in the income statement unless changes in the
pension plan are subject to employees remaining in service for a specific, stated period. In
such cases, the cost is allocated on a straight-line basis over this period. A special payroll
tax (corresponding to contributions) is calculated on the difference between the pension
cost determined according to IAS 19 and the pension cost determined according to the
rules applied in the legal entity. Payrolt tax is recognised as an expense in the income state-
ment except with regard to actuarial gains and losses where the payroll tax, like the actuarial
gains and losses, is recognised directly in equity.

Parent Company:

The Parent Company applies the regulations in “Tryggandelagen” (Swedish act safeguarding
pension obligations). Accounting complies with FAR SRS's (the institute for the accountancy
profession in Sweden) accounting recommendation No. 4, Accounting for pension liabilities
and pension costs. The main difference compared with IAS 19 is that Swedish practice dis-
regards future increases in salaries and pensions when calculating the present value of the
pension obligation. This present value includes, however, a special reserve for future pay-
ments of pension supplements indexed for inflation. Both defined contribution and defined-
benefit plans exist in the Parent Company.

Other post-retirement benefits

Some Group companies provide post-retirement healthcare benefits. The obligation and
anticipated costs for these benefits has been calculated and recognised in a similar manner
to that applying to defined-benefit pension plans.

Severance pay

Severance pay is paid when the Group issues notice to an employee prior to the retirement
date or when an employee voluntarily accepts retirement in exchange for such compensa-
tion. Severance pay is recognised as an expense when the Group has an obligation to com-
pensate employees whose employment was terminated early.

Employee stock option programmes

During the year, the earlier applicable stock option programmes expired for which allocation
of options was made prior to 7 November 2002. In accordance with the exemption rules in
IFRS 1, the Group has chosen not to apply the rules in IFRS 2, Share-based Payments, with
regard to personnel expenses and equity effects when recognising this programme.

PROVISIONS

Provisions are recognised when the Group has, or can be considered to have, an obligation
as the result of events that have occurred and it is probable that payments will be required to
fulfil the obligation. In addition, it must be possible to make a reliable estimate of the amount
to be paid. The provision is valued at the present value of the anticipated future expenditure
1o settle the obligation. If there is a material effect on value over time, the discounting is
applied with an interest rate before taxes. Increases in provisions due to time are recognised
on an ongoing basis as an interest expense in the income statement.

GOVERNMENT GRANTS

Government grants are recognised at fair value when there is reasonable assurance the
grants will be received and that the Group will comply with the conditions attached to them.
Government grants related to acquisition of assets are recognised in the balance sheet by
the grant reducing the carrying amount of the asset. Government grants received as com-
pensation for costs are accrued and recognised in the income statement during the same
period as the costs. If the government grant or assistance is neither related to the acquisition
of assets nor to compensation for costs, the grant is recognised as other income.
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NOTE 2 KEY ASSESSMENTS AND ASSUMPTIONS

Preparation of annual accounts and application of different accounting standards are often
based on management assessments or on assumptions and estimates that are regarded as
reasonable under the prevailing circumstances. These assumptions and estimates are often
based on historical experience but also on other factors, including expectations of future
events. With other assumptions and estimates, the resuft may be different and the actual
result will, by definition, seldom concur with the estimated resuit.

The assumptions and estimates that SCA considers to have the greatest impact on earn-
ings, as well as assets and liabilities, are discussed below.

VALUATION OF BIOLOCGICAL ASSETS

Since a market price or other comparable value does not exist for assets the size of SCA's,
the biological assets, that is standing forest, are valued at the value of anticipated future cash
flows.

Calculation of these cash flows is based on the felling ptan from the most recent forest
survey that is available. Forast surveys are updated every ten years. The calculation is also
based on assumptions with regard to growth, selling prices, costs for felling and silviculture
as well as costs for replanting, which is a prerequisite for felling. These assumptions are
mainly based on experience and are only changed when a change in price and cost levels is
assessed as being long term. The cash flow covers a production cycle which SCA estimates
to amount to an average of 100 years. The discount factor used is the cost of capital (WACC,
weighted average cost of capital) that is normally used in valuations of similar assets.

The consolidated value of biological assets at 31 December 2009 amounted to SEK
25,397m. For further information, see Note 12.

GOODWILL

Each year, the Group examines whether there is any impairment relating to goodwill. Good-
will is divided among cash-generating units and these concur with the Group's operating
segments.

The recoverable amount for the cash-generating units is determined by calcutating value
in use. This calculation is based on the Group's existing strategic plans. These plans rest on
market-based assumptions and include anticipated future cash flows for the existing opera-
tions during the next ten-year period. Cash flows beyond the ten-year period are taken into
account by an operating surplus multiple being applied to sustained cash flow. This muitiple
concurs with current market multiples for similar operations.

The discount factors used in the present value calculation of the anticipated future cash
flows is the current weighted average cost of capital (WACC) established within the Group
for the markets in which the cash-generating units conduct operations. Impairment testing
for the year did not indicate any impairment. Goodwill for the Group at 31 December 2009
amounted to SEK 19,147m. For further information, see Note 10.

PENSIONS

Costs, as well as the value of pension obligations for defined-benefit pension plans, are
based on actuarial calculations that are based on assumptions on discount rate, anticipated
return on plan assets, future salary increases, inflation and demographic conditions.

The discount rate assumption is based on high-quality fixed-income investments with
maturities corresponding to the Group’s existing pension obligations. The funded assets
include equities and bonds. The expected return on these is calculated on the basis of the
assumption that the return on bonds equals the interest on a 10-year government bond and
that the return on equities amounts to the same rate but with an addition for risk premium.

The Group’s net defined-benefit obligations and the fair value of plan assets amounted to
SEK 3,337m as at 31 Decernber 2009. For further information, see Note 26.

TAXES

Deferred tax is calculated on temporary differences between the carrying amounts and the
tax values of assets and liabilities. There are primarily two areas where assumptions and
assessments affect recognised deferred tax. One is assumptions and assessments used to
determine the carrying amounts of the different assets and liabilities. The other is assump-
tions and assessments related to future taxable profits, where future utilisation of deferred
tax assets depends on this. As at 31 December 2009, SEK 1,156m was recognised as
deferred tax assets based on such assumptions and assessments. Significant assessments
and assumptions are also made regarding recognition of provisions and contingent liabilities
relating to tax risks. For further information see Note 9.



NOTE 3 ACQUISITIONS AND DIVESTMENTS
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ACQUISITIONS
Acquisitions made during the year totalled SEK 51m including assumed net debt and relate mainly to Algodonera Aconcagua in Argentina.

Acquisition price"), Goodwill, Total holding after
Company Operations Acquisition date SEKm SEKm Acquired % acquisition
Algodonera Aconcagua, Argentina Personal Care October 2009 78 42 50 50

) Acquisition price pertains to purchase price including acquisition costs. Assumed net debt is not included.

The acquisition of Algodonera Aconcagua is reported in the Board of Directors’ Report on
page 11 under the section Investments, acquisitions and divestments. In addition to this
acquisition, a number of supplementary investments totalling SEK 5m were made in associ-
ates. Of purchase considerations for acquisitions paid in earlier years, SEK 5m was repaid to
SCAin 2009.

Effect on sales and earnings of acquisitions for the year
In 2009, SCA's 50%-owned joint-venture company in Colombia, Productus Familia S.A.
acquired all shares in Algodonera Aconcagua, Argentina. Neither this nor other acquisitions
had any material impact on consolidated sales and earnings.

There are no plans to divest all or parts of any of the acquired operations. Goodwill relates
to acquisition of market shares, where an individual value for another asset could not be
identified.

Acquired operations
The table below shows the fair value of acquired net assets, recognised goodwill and the

effect on the Group’s cash-flow statements of all acquisitions.

Preliminary acquisition balance sheet

SEKm 2009 2008 2007
Non-current assets 38 1,487 3,064
Operating assets 32 132 347
Cash and cash equivalents 1 1 87
Provisions - -123 -20
Net debt excl. cash and cash equivalents -6 -1 -174
Operating liabiiities 24 -36 67
Minority - - 10
Fair value of net assets 4 1,460 3,247
Negative goodwill, dissolved in income statement - - -18
Goodwill? o 37 297 1,162
Acquisition price 78 1,757 4,391
Acquisition price -78 -1,757 —4,391
Unpaid purchase price related to acquisition 32 - 9
Settlement of liability for purchase price for
acquisition in earlier years - -7 -76
Cash and cash equivalents in acquired
companies 1 1 ) 87
Impact on consolidated cash and cash
ivalents, Busi Combinati

(Cash-flow statement) -45 1,763 -4,371
Plus acquired net debt excl. cash and cash
equivalents -8 = -174
Acquisition of operation incl. net debt
assumed (Operating cash-flow statement) =51 -1,764 -4,545
) Specification of investment in goodwill;

SEKm 2009 2008 2007

Investment in goodwill related to acquisitions 42 352 1,162

Recovery of previously paid purchase

consideration -5 =55 -

Total 37 297 1,162

The table below shows final fair value of acquired net assets, recognised goodwill and effect
on the Group’s cash-flow statements of the acquisition of Procter & Gambile’s tissue opera-
tions in 2007 and 2008.

Final acquisition balance sheet for the European tissue operations

SEKm Total
Intangible assets 835
Buildings, land, machinery and equipment 2,668
Other non-current receivables 332
Non-current assets 3,835
Inventories 359
Operating receivables 16
Cash and cash equivalents 2
Current assets 377
Assets 4,212
Provisions for pensions =111
Other non-current liabilities -156
Non-current liabilities -267
Operating liabilities o ) ) . -49
Current liabilities -49
Liabilities -316
Fair value of net assets 3,896
Goodwil - - . 989
Acquisition price" 4,855
Acquisition price -4,855
Less cash and cquired company , 2
Impact on co d cash equivalents,

Business Combinations? ~4,853
Plus acquired net debt excl. cash and cash equivalents -111
Acquisition of operations incl. assumed net debt 3 ~4,964

1 Including acquisition costs amounting to SEK 203m.
2 Of which SEK ~1,668m relates to 2008 and SEK —3,185m relates to 2007.
3 Of which SEK ~1,675m relates to 2008 and SEK -3,289m relates to 2007.

ADJUSTMENT OF PRELIMINARY ACQUISITION BALANCE SHEETS 2009
The following adjustments of preliminary acquisition balance sheets in 2008 after final valua-
tion of acquired assets and liabilities were made in 2009.

SEKm P&G
Goodwill 30
Buildings, land, machinery and equipment -34
Other non-current receivables 14
Inventories -10
Total assets 0
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NOTE 3 CONT.

DIVESTMENTS

tn March, SCA divested its holding in the 50%-owned joint venture Godrej SCA Hygiene L td,
India and, in December, it divested the paper mill in Pratovecchio, Italy. The total purchase
price received was SEK 72m. In 2008, part of the corrugated board operations in the UK and
Ireland was divested and, in 2007, the North American packaging operation was divested.

SEKm 2009 2008 2007
Non-current assets 80 1,019 117
Operating assets 27 867 77
Cash and cash equivalents 1 19 -12
Non-current assets held for sale - - 2,385
Net debt excl. cash and cash equivalents -4 -11 -67
Provisions - -219 -26
Operating liabilities —24 =521 -302
Liabilities held for sale - - -55
Minority - -6 -7
Gain/loss on sale ) -8 0 28
Purchase price received 72 1,148 2,778
Less unpaid purchase price - - -5
Less cash and cash equivalents in sold

companies -1 -19 12
Impact on consolidated cash and cash

equivalents, Business Combinations

(Cash-flow statement) b4l 1,129 2,785
Plus sold net debt exci. cash and cash

equivalents 4 1 67
Divestment of operations during

the year incl. assumed net debt

{Operating cash-flow statement) 75 1,140 2,852
NOTE 4 OPERATING EXPENSES BY TYPE OF COSTS

Operating expenses by function

SEKm 2009 2008 2007
Cost of goods sold -84,744 -88,190 -84,812
Sales and administration expenses -16,500 -13,730 -11,303
Items affecting comparability -1,458 - 300
Total -102,702 -101,920 -95,815
See also page 102 for description of costs.

Operating expenses by type of cost

SEKm Note 2009 2008 2007
Other income 2,653 2,707 1,685
Change in net value of biological

assets! 12 668 720 5,645
Change in inventory of finished

products and products in progress" 19 -1,431 147 -506
Raw materials and consumables 19 -33,621 -40,138 -36,032
Personnel expenses?’ 6 -22,737 -20,498 ~-20,584
Other operating expenses™ -40,706 -38,647 -36,303
Depreciation 7 -6,828 -6,199 -6,186
tmpairments? 7 -600 -12 -3,5634
Totat -102,702 -101,920 95,815

Mncluding items affecting comparabiiity.

Items affecting comparability

ltems affecting comparability in 2009 relate to restructuring costs in the Packaging business.
The cost amounted to SEK 1,458m, of which SEK 741m relates to restructuring costs being
paid, SEK 600m relates to impairment of non-current assets and SEK 117m pertains to
impairment of working capital, mainly inventory. Restructuring costs comprise personnel
costs in the amount of SEK 499m and other operating expenses of SEK 242m.

Other income

Other income includes income from activities or sales of goods and services outside SCA's
normal core business. The income can be of a recurring or occasional nature. During 2009,
sales of goods and services outside SCA's normal business operations amounted to SEK
1,345m, revenue from SCA's transport business amounted to SEK 515m and rental income
to SEK 44m. Income of a more occasional nature, such as gains on sales of non-current
assets, amounted to SEK 82m.
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Other operating expenses

SEKm 2009 2008 2007
Transport expenses -9,450 -9,027 -7.,337
Energy expenses' -6,866 -7,329 -6,033
Purchased finished goods for onward sale -4,626 -3,348 -3,486
Marketing costs -4,227 -3,375 -3,089
Repairs and maintenance -3,361 -3,306 -3,077
IT, telephony and lease of premises -3,052 -3,104 -3,052
Other operating expenses, production -3,476 -3.128 4,241
Other operating expenses, distribution sales

and administration -3,581 -4,304 —4,242
Other ~2,067 -1,726 1,746
Total -40,706 -38,647 -36,303

1) After deduction for energy inccme in the amount of SEK 1,059m (983; 546).

Other disclosures

Exchange-rate differences totalling SEK —23m (4; -6} are included in operating profit. Gov-
ernment grants received reduced operating expenses by SEK 63m (60, 38). Costs for
research and development amounted to SEK 738m (612; 595).

Operating leases
Future minimum leasing fees in the Group for non-cancetlable operating leases are as follows:

SEKm 2009 2008 2007
Within 1 year 994 1,001 975
Between 2 and 5 years 2,402 2,220 2,163
Later than 5 years 1,628 1,634 1,527
Total 4,924 4,755 4,655

Cost for the year related to operating leasing of assets amounted to SEK 990m (871; 921).
Leasing objects comprise a large number of items, including energy plants, warehouses,
offices, other buildings, machinery and equipment, IT equipment, office fixtures and various
transport vehicles. The assessment for a number of the objects is that, in reality, it is possible
to terminate contracts early.

Finance leases
Future minimum leasing fees in the Group for non-cancellable finance leases are as follows:

SEKm 2009 2008 2007
Within 1 year 121 168 165
Between 2 and 5 years 1,213 1,415 1,395
Later than 5 years 48 70 98
Total 1,382 1,653 1,658
Future financial expenses for financial leasing -97 -93 -157
Present value of liabilities relating to

finance leases 1,285 1,560 1,501

Total payments for finance leases during the year amounted to SEK 170m (182; 186). During
the year, SEK 41m (75; 73) was reported as an interest expense and SEK 118m (113; 111)
as amortisation of debt. Depreciation of finance lease assets during the year amounted to
SEK 115m (108; 116). The carrying amount of finance lease assets at year-end amounted to
SEK 179m (209; 306) relating to buildings/land and SEK 1,084m (1,257; 1,197) relating to
machinery.
For information about significant leasing contracts, refer to Note 32 Contingent liabilities.

In addition to this, there is a leasing contract for a paper machine in Laakirchen with a term
through 2015, but the assumption is that this will be redeemed in 2011.

Auditing expenses
Remuneration to auditors can be specified as follows:

SEKm 2009 2008 2007
PricewaterhouseCoopers

Audit assignments 73 67 62
Other assignments 15 19 17
Other auditors

Audit assignments 3 4 2
Other assignments 2 2 1
Total 93 92 82

Other assignments are mainly audit-related consultations in conjunction with acquisitions
and tax advice.
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NOTE 5 SEGMENT REPORTING
Operating segments

Pulp, timber and
Publication solid-wood Other

SEKm Personal Care Tissue Packaging papers products operations  Elimi Total Group
2009 financial year
Revenues
External sales 25,513 41,220 27,825 9,526 6,171 602 - 110,857
Internal sales 203 205 534 233 1,053 868 -3,096 0
Total 25,716 41,425 28,359 9,759 7,224 1,470 -3,096 110,857
Result
Segment result 3,235 3,946 413 1,253 1,250 -449 - 9,648
ltems affecting comparability” -1,458
Operating profit/loss 3,235 3,946 413 1,253 1,250 —449 V] 8,190
Interest income 1588
Interest expenses -1,802
Tax expense for the year -1,716
Net profit for the year 4,830
Other disclosures
Assets 16,856 49 363 34,183 8,243 34,747 5,082 -6,588 141,886
Holdings in associates 8 552 373 18 19 9 979
Unallocated assets 6,994
Total 16,864 49,915 34,556 8,261 34,766 5,001 -6,588 149,859
Investments -2,092 -2,668 -1,479 -728 -468 =27 -7,452
Depreciation -1,178 -2,496 -1,713 -809 -562 =70 - -6,828
Impairment losses
Unallocated impairment losses™ -600
Income and expenses, in addition to depreciation,
not matched by payments -13 5 -48 -4 -643 -6 -709
2008 financial year
Revenues
External sales 23,033 38,379 32,766 9,005 6,130 1,136 - 110,449
Internal sales 298 1 675 10 1,565 332 -2,881 0
Total 23,331 38,380 33,441 9,015 7,695 1,468 -2,881 110,449
Resuit
Segment result 2,912 2,375 1,493 402 1,805 -433 - 8,654
Items affecting comparability .
Operating profit/loss 2,912 2375 1,493 402 1,805 -433 1] 8,554
Interest income 246
Interest expenses -2,563
Tax expense for the year ~639
Net profit for the year 5,598
Other disclosures
Assets 16,899 53,424 37,703 8,759 34,855 5,975 -8,536 149,079
Holdings in associates 7 534 392 19 25 6 983
Unallocated assets 8,906
Total 16,906 53,958 38,005 8,778 34,880 5,981 -8,536 158,968
Investments -1,688 -4,894 -2,453 731 =737 67 -10,436
Depreciation -1,006 -2,194 -1,642 -764 -530 -63 -6,199
Impairment losses -12 0 0 0 6] 0 -12
Income and expenses, in addition to depreciation,
not matched by payments 12 -109 -71 0 613 -90 -871
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NOTE 5 CONT.
Pulp, timber and
Publication solid-wood Other
SEKm Personal Care Tissue Packagi papers products operations  Eliminations Total Group
2007 financial year
Revenues
External sales 21,945 33,277 33,239 8,714 7,896 842 - 105,913
Internal sales 156 55 489 1 2,133 494 -3,328 0
Total 22,101 33,332 33,728 8,715 10,029 1,336 -3,328 105,913
Resuit
Segment resuit 2,960 1,724 2,651 537 2,333 -358 - 9,847
ltemns affecting comparability ) 300
Operating profit/loss 2,960 1,724 2,651 537 2,333 -358 - 10,147
Interest income 193
Interest expenses -2,103
Tax expense for the year -1,076
Net profit for the year 7,161
Other disclosures
Assets 13,924 45,920 36,674 8,223 33,614 4,106 -5,443 137,018
Holdings in associates 142 396 363 17 31 950
Unallocated assets 7,082
Total 14,066 46,316 37,037 8,240 33,645 4,106 -5,443 145,050
Investments ~-1,032 6,456 -2,668 -378 -1,018 -2 -11,554
Depreciation -1,011 -2,241 -1,578 -795 -533 -28 ~6,186
Impairment losses 16 -1 -7 8
Unallocated impairment losses -3,642
Income and expenses, in addition to depreciation,
not matched by payments 0 -35 -154 -1 -395 -3,947 -4,532
' ltems affecting comparability
2009 2008 2007
Impair- Impair- Impair-

Expenses ments Expenses ments Expenses ments
Personal Care -16 ~-41
Tissue ~-619  -2,863
Packaging -858 -800 -561 -389
Publication papers
Pulp, timber and solid-wood
products 5,045 -158
Other -8 -9
Total -858 -600 0 0 3,842 -3,542
Net -1,458 0 300

Business Segments: The Group is organised in five main product groups: personal care,
tissue, packaging, publication papers, and pulp, timber and solid-wood products. These
product groups are the primary segments. Tissue includes toilet paper, kitchen paper and
paper handkerchiefs sold to the retail trade, as well as, toilet paper, hand-drying products,
napkins and products for cleaning for industrial and office applications. These products are
sold to corporate customers in the industrial sector, offices, hotels, restaurants and catering,
healthcare and other institutions. Personal Care products comprise baby diapers, feminine
care products and incontinence products. Packaging comprises corrugated board as well
as protective and specialty packaging. This business segment also includes containerboard,
which is mainly delivered internally and contributes to the Group’s raw material integration.
Publication papers include newsprint and magazine paper. The pulp, timber and solid-wood
products business segment also contributes to the Group's raw material integration, since
the Group's pulp and timber are mainly delivered internally. In addition, the Group’s pulp is
mainly produced from timber from the Group's own forests, which also to a large extent sup-
ply the sawmills.

Revenues and expenses: An organisation for paper recovery exists within the Group. Rev-
enues and expenses from these operations are allocated among the business segments in
proportion to their use of recovered paper. All the other income and expenses as well as
income from participations in associates are directly attributable to the respective business
segment.
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Assets and liabilities: The assets included in each business segment comprise alf operat-
ing assets used in the business segment, primarily trade receivables, inventories and non-
current assets after deduction for provisions. Most of the assets are directly attributable to
each business segment. In addition, some assets that are common to two or more business
segments are allocated among the business segments.

Intra-Group deliveries: Revenues, expenses and results for the various business seg-
ments were affected by intra-Group deliveries. Internal prices are market-based. Intra-Group
deliveries are eliminated when preparing the consolidated financial statements.



NOTE 6 PERSONNEL AND BOARD COSTS

Personnel costs

SEKm 2009 2008 2007
Salaries and remuneration 16,596 15,142 15,465
of which Group management 104 63 7
of which Board 5 5 4
Pension costs 1,278 978 798
of which defined-benefit pension plans 518 189 148
of which defined-contribution pension plans 760 786 650
Other social security costs 3,596 3,098 3,051
Other personnel costs 1,267 1,283 1,270
Total v 22,737 20,498 20,584

1) Total personnel costs include SEK 499m (0; 867) attributable to costs for implemented efficiency-enhance-
ment measures.

Average number of employees

2009 2008 2007

Average number of employees 49,531 51,999 50,433
of whom women, % 27 29 25
Number of countries 61 60 60

Women comprised 18% (14) of the total number of Board members and senior executives.

Breakdown of employees by age groups, %
2009 21-30yrs 31-40yrs 41-50 yrs 51-60yrs
20 29 29 18

Less than 2% (3) of the employees are under the age of 20, and less than 2% (2) are over age
60. During 2009, SCA invested approximately SEK 246m (153; 178) or nearly SEK 5,000
(3,400; 3,500) per employee in skills-enhancement activities.

The added value per employee in 2009 amounted to SEK 600,000 (534,000; 551,000).
The proportion of university graduates amounts to about 15% (13; 15).

In 2009, 5,768 (7,511) persons left SCA while 3,832 (6,255} joined the company. These
figures include both voluntary retirement and the effects of rationalisation and retirements. In
addition, a significant portion relates to summer jobs for students and seasonal work.

Absence due to iliness in Swedish companies

% 2009 2008 2007

Total absence due to iliness of normal

working hours 3 4

Men 3 4 4

Women 4 5

Of which continuous absence due to ilness

of 60 days or more 45 45 48

Proportion of absence due to illness by age group, %

2009 —29yrs 30-49yrs 50-yrs
3 3 4

FEES TO BOARD MEMBERS IN THE PARENT COMPANY DURING THE YEAR
Members of the Board elected by the AGM who are not employees in the company received
the following remuneration in 2009 in accordance with the AGM decision.

Audit Remuneration

SEK Board fee C fee Committee fee Total
Sverker Martin-Lof {Chairman) 1,350,000 100,000 75,000 1,525,000
Rolf Bérjesson 450,000 75,000 525,000
Séren Gyll 450,000 100,000 550,000
Tom Hedelius 450,000 75,000 525,000
Leif Johansson 450,000 450,000
Anders Nyrén 450,000 (Chairman} 125,000 575,000
Barbara Milian Thoralfsson 450,000 450,000
Total 4,050,000 325,000 225,000 4,600,000

Total Board fees for Board members in 2008 amounted to SEK 4,600,000.
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REMUNERATION OF SEN{OR EXECUTIVES

Senior executives refer to the President, who is also the CEQ, the Executive Vice President,
Business Group Presidents and the heads of corporate staff units. For the composition of
this group, see page 45.

AGM Guidelines for remuneration of senior executives
The 2009 Annual General Meeting adopted the following guidelines for remuneration of sen-
ior executives:

“Remuneration of the CEO and other senior managers will be a fixed amount (base sal-
ary), possible variable remuneration, additional benefits and pension. Other senior managers
include the Executive Vice President, Business Group Managers or equivalent, and the Cen-
tral Staff Managers. The total remuneration is to correspond to market practice and be com-
petitive in the senior manager's field of profession. Fixed and variable remuneration is to be
linked to the manager’s responsibility or authority. For the CEQ, as well as for other senior
executives, the variable remuneration is to be limited and linked to the fixed remuneration.
The variable remuneration is to be based on the outcome of predetermined objectives and,
as far as possible, be linked to the increase of value of the SCA share, from which the share-
holders benefit. Programmes for variable remuneration should be formulated so that the
Board, if exceptional circumstances prevail, has the possibility to limit, or refrain from, pay-
ment of variable remuneration if such an action is considered reasonable and in compliance
with the company'’s responsibility to shareholders, employees and other stakeholders.

In the event of termination of employment, the notice period should normally be two years
should termination be initiated by the company, and one year, when initiated by the senior
executive. Severance pay should not exist.

Pension benefits are to be either defined-benefit or defined-contribution plans, or a com-
bination hereof, and entitle the senior executive to pension from the age of 60, at the earliest.
To earn the pension benefits, the period of employment must be long, at present 20 years.
When resigning before the age providing entitiement to pension, the senior executive will
receive a paid-up pension policy from the age of 60. Variable remuneration is not pensiona-~
ble income. Matters of remuneration of the senior management are to be dealt with by a
Remuneration Committee and, as regards the President, be resolved by the Board of
Directors.”

Company’s application of guidelines
The company applied the guidelines approved by the AGM in the following manner:

Fixed salary

The fixed salary shall be in proportion to the individual’s position and the authority and
responsibilities this entails. It is set individually at a level that, combined with other remunera-
tion, is assessed as a market rate and competitive in the labour market in which the execu-
tive works.

Vanable remuneration

Variable remuneration of the CEO, Executive Vice President and Business Group Presidents
and equivalents is maximised to a total of 85% of the fixed salary. For one Business Group
President, stationed in the US, the maximum outcome is 95%, while the corresponding limit
for other senior executives is 75%.

The programme for variable remuneration is divided into a short and long-term portion.

The short-term portion (Short-term Incentive, or STI) for the CEQO, Executive Vice Presi-
dent and Business Group Presidents and equivalents may amount to @ maximum of 50% of
fixed salary. For one Business Group President, stationed in the US, the maximum outcome
is 0%, while the corresponding limit for other senior executives is 40%. The STI goals set
for the Business Group Presidents are mainly based on operating cash flow, cost control,
operating profit and growth for each business group, while the goal for the CEO and others
reporting directly to him is based primarily on the Group’s profit before tax and cash flow
before dividends. Furthermore, a non-financial goal also applies accounting for 10% of the
variable remuneration (20% for the CEO).

The long-term portion {Long-Term Incentive, or LTI} may amount to @ maximum of 35% of
the fixed salary, providing that the executive invests half of the net outcome in the company’s
share, and a maximum of 25% if such investment is not made. The established LTI goal is
based on the performance of the company's B share, measured as the TSR (Total Share-
holder Return) index, compared with a weighted index of competitors’ shares performance
(TSR) over a three-year period. The structure of the LTl was approved by the Board in 2003,

Qutcome, variable remurie: 2t0n

For the CEO, Executive Vice President and the heads of corporate staffs, STl resulted in
maximurn variable remuneration for 2009. STl resulted in variable remuneration correspond-
ing to 20-48% of fixed salary for the Business Group Presidents. The LTI target was also
achieved for 2009, resulting in maximum outcome for the CEO and other senior executives.
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Other benetits
Other benefits pertain to company car and in certain cases housing.

Pension

For the CEO, who is entitled to retire at the age of 60, the pension agreement provides a
retirement pension (excluding nationat pension benefits and previously earned paid-up poli-
cies) between the age of 60 and 65 of approximately 40% of final salary (excluding variable
remuneration) and thereafter of approximately 20% of final salary (excluding variable remu-
neration) for life. Upon termination of employment prior to retirement age, a paid-up policy is
received for pension payments from age 60. In addition, beneficiaries’ pension amounts to
approximately 50% of retirement pension in the case of death before the age of 65 and
thereafter to 30% of the retirement pension {including previously earned paid-up policies).

Most of the other senior executives in the Group have a combination of defined-benefit
and defined-contribution pension plans that entitle the executives, on reaching the age of
60, to receive a retirement pension (including national pension benefits) of up to 45% of the
average salary (excluding variable remuneration) for three years prior to retirement age. For
full pension, the individual must have been employed for at least 20 years calculated from 40
years of age. Upon termination of employment prior to reaching retirement age, a paid-up
policy is received for pension payments from age 60, on condition that the executive, after
reaching the age of 40, has been employed in the Group for at least three years. Moreover,
beneficiaries’ pension amounts to about 50% of retirement pension. In addition to the
defined-benefit pension, a pension is paid based on premiums paid by the company. The
premiums paid for each year of service amount to 10% of the executive's base salary and
are invested in a fund or insurance chosen by the executive.

Some senior executives in the Group have a pension plan, which is closed to new
entrants, that is a defined-benefit pension plan, which grants the executive the right at the
age of 65 to receive a pension (including national pension benefits) at up to 70% of the salary
(excluding variable salary). However, they are entitled to retire at 60 with 70% of the final sal-
ary at retirement (excluding variable remuneration), between 60 and 65 and subsequently
with 50% of the salary at retirement (excluding variable remuneration). Normally, full pension
requires the executive to have been employed in the Group for 20 years. Upon termination of
employment prior to reaching retirement age, a paid-up policy is received for pension pay-
ments from age 65 or 60, on condition that the executive, after reaching the age of 40, has
been employed in the Group for at least three years. In addition, beneficiaries’ pension
amounts to about 50% of retirement pension.

Three senior executives have a defined-contribution pension plan (in addition to national
pension benefits) into which the company pays 30-40% of the executives’ basic salary,
which is invested in funds or traditional insurance.

Remuneration and other benefits during the year

Emplovee options programime

During 2001 and 2002, the company issued employee options for which the term has now
expired. The term of the employees options issued in 2002 expired in 2009. The issue price
for the shares stipulated in these options significantly exceeded the current share price dur-
ing the year and up until the expiry date. Accordingly, no options were exercised during the
year.

Notice period and severance pay

The agreement with the CEQ stipulates a period of notice of termination of two years if such
notice is given by the company. The CEO has a corresponding right with a period of termina-
tion of one year. If notice is given by the company, the CEQ is not obligated to serve during
the notice period. The agreement does not contain any stipulations with regard to severance
pay. Between the company and other senior executives, a period of notice of termination of
one to two years normally applies, if such notice is given by the company. The executive has
a corresponding right with a period of notice of termination of six months to one year. The
executive is normally expected to be available to the company during the notice period. The
agreements have no stipulations with regard to severance pay.

Preparation and decision process for remuneration

During the year, the Remuneration Committee submitted recommendations to the Board
regarding the principles for remuneration of senior executives. The recommendations
encompassed the ratio between fixed and variable remuneration and the size of any salary
increases. In addition, the Remuneration Committee proposed criteria for assessing variable
remuneration and pension terms. The Board discussed the Remuneration Committee’s pro-
posal and decided on the basis of the Committee’s recommendations. The remuneration of
senior executives for the 2009 financial year was based on the Remuneration Committee’s
recommendation, and with regard to the CEO, decided by the Board. The executives con-
cerned did not participate in remuneration matters pertaining to themselves. When it was
deemed appropriate, the work of the Remuneration Committee was carried out with the
support of external expertise. For information about the composition of the Remuneration
Committee, see page 40.

The Board's proposal for new guidelines

The Board has decided to propose to the 2010 Annual General Meeting the unchanged
guidelines for determining salaries and other remuneration for senior executives. As outlined
above, the company applies these guidelines by applying maximum variable remuneration
amounting to 85% or 75% of fixed salary. With the salary situation prevailing in 2010 and an
unchanged number of senior executives, the maximum outcome of variable remuneration
could entail a cost for the Group, excluding social security costs, of approximately SEK 49m.

Variable Other
SEK Fixed salary remuneration Other benefits remuneration Total Pension costs
CEO Jan Johansson 7,000,000 5,950,000 135,540 - 13,085,540 5,468,890
Other senior executives (13 people) 46,699,184 34,585,994 5,880,839 - 87,166,017 19,904,893
Former CEO Jan Astrém - - . 3,761,999 3,761,999 -
Total 53,699,184 40,535,994 6,016,379 3,761,999 104,013,556 25,373,783

Comments to the table:
¢ Variable remuneration covers the 2008 financial year but is paid in 2010.

* Pension costs pertain to the costs that affected profit for the year, excluding special payroll tax.

¢ QOther remuneration to the former CEQ pertains to severance pay according to agreement.
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Group by country
Net sales g of employ Salaries
2009 2008 of whom of whom 2009 2008
SEKm % SEKm 2009 women, % 2008 women, % SEKm SEKm
Sweden 7,051 6 7,309 6,614 26 6,706 25 2,746 2,497
EU excl. Sweden
Germany 15,661 14 15,453 14 6272 18 6,281 18 3133 2,752
UK 10,015 9 11,995 11 2,715 22 4,284 21 1,054 1,360
France 9,045 8 9,102 8 2,771 26 2,792 26 1,008 936
Italy 7,334 7 7,809 7 2,334 16 2,331 17 882 800
Netherlands 5,526 5 5,323 5 2,116 14 2,162 17 1,178 977
Spain 5,198 5 4,810 4 949 28 894 29 354 263
Denmark 3,239 3 3,460 3 1,152 26 1,387 25 673 654
Belgium 2,701 3 2,579 3 877 24 910 24 467 413
Austria 2,250 2 2,365 2 1,528 14 1,567 14 807 750
Finland 1,502 1 1,521 1 356 37 375 38 145 119
Creece 1,267 1 1,273 1 430 24 426 19 119 88
Poland 1,226 1 1,328 1 803 27 770 33 97 73
Hungary 1,136 1 1,236 1 828 37 754 47 90 97
Czech Republic 999 1 1,202 1 778 45 930 49 96 101
Portugal 617 1 655 1 37 59 36 58 15 13
treland 410 0 609 1 25 40 56 32 11 20
Romania 395 0 286 0 103 39 113 33 8 10
Slovakia 308 0 352 0 821 33 747 30 92 7
Lithuania 256 0 274 0] 182 35 204 33 25 3
Rest of EU 658 1 625 1 90 36 101 37 17 14
Totat EU excl. Sweden 69,742 63 72,257 65 25,167 22 27,120 23 10,266 9,514
Rest of Europe
Russia 2,348 2 2,101 2 1,129 46 1,134 50 206 183
Norway 1,800 2 1,639 2 244 41 254 67 127 128
Switzerland 1,690 1 1,516 1 235 33 238 32 122 112
Ukraine 247 0 320 (o] 56 38 53 34 11 9
Other s 02110 6 164 6 .. 2
Total, Rest of Europe 6,667 6 6,605 6 1,854 39 1,843 45 494 453
Rest of world
us 9,222 8 8,216 7 2,672 42 2,785 43 1,602 1,175
Australia 2,992 3 2,699 2 764 26 801 28 an 3N
Mexico 2,489 2 2,456 2 2,620 19 2,422 19 267 264
China 2,012 2 1,914 2 4,344 40 4,740 43 200 161
Japan 1,393 2 769 1 56 70 59 69 30 23
Colombia 1,320 1 1,212 2 1,249 30 1,249 47 7 85
Canada 1,093 1 1,312 2 263 31 319 29 128 92
Malaysia 965 1 751 1 1,339 46 1,167 51 116 94
New Zealand 888 1 857 1 622 23 657 26 229 229
Other, Asia 564 1 542 0 - - - - - -
Chile 429 0 345 0 281 0 244 75 31 26
Indonesia 406 0 399 o] 74 28 78 29 2 2
Ecuador 364 0 287 ¢] 429 32 408 50 23 17
Morocco 309 0 243 0 - - - - - -
Costa Rica 295 0 250 0 168 29 194 23 24 17
Singapore 267 0 263 0 202 40 214 38 30 34
South Africa 258 0] 177 o] 61 44 30 100 12 1
Other 2,131 3 1,586 2 862 43 975 45 18 67
Total, Rest of world 27,397 25 24,278 22 15,896 34 16,330 39 3,090 2,678
Group 110,857 100 110,449 100 49,531 27 51,999 29 16,596 15,142
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DEPRECIATION AND IMPAIRMENT
NOTE of property, plant and equipment and intangible assets
SEKm 2009 2008 2007
Depreciation
Buildings 8931 811 753
Land 114 93 81
Magchinery and equipment 5,475 4,979 5,053
Su‘b-(otal » ) T '6,480 5,883 5,887
Patents, trademarks and similar rights 306 274 255
Capitalised development costs 42 42 44
Sub-total 348 316 299
Total 6,828 6,199 6,186
Impairment losses
Buildings 163 2 197
Land 7 0] 19
Machinery and equipment 406 10 3,088
Construction in progress = . - 2
Sub-total” o 576 12 3,306
Patents, trademarks and similar rights 0 0 226
Capitalised development costs § 24 0 _ 2
Sub-total 24 0 228
Total 600 12 3,534
Total
Buildings 1,054 813 950
Land 121 93 100
Machinery and equipment 5,881 4,989 8,141
Construction in progress - - 2
Sub-total 7,056 5,895 9,193
Patents, trademarks and similar rights 306 274 481
Capitalised development costs .66 42 46
Sub-total 372 316 527
Total depreciation and impairment 7,428 6,211 9,720

" Total impairment of property, plant and equipment includes reversal of impairment for buildings of SEK -m
(~ 1) as well as SEK -m (- 18) for plant and equipment,

Depreciation is based on the costs and estimated useful lives of the assets provided in the
accounting principles section on page 66.
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NOTE 8 FINANCIAL INCOME AND EXPENSES

SEKm 2009 2008 2007
Results from shares and participations in
other companies
Dividends 53 64 39
Capital gains 0 17 30
Interest income and similar profit/loss items
Interest income, investments 89 165 124
Other financial income 16 - -
Total financial income 158 246 193
Interest expenses and similar profit/loss
itemns
Interest expenses, borrowing -1,644 -2,233 -1,883
Interest expenses, derivatives -169 -248 -183
Fair-value hedges, unrealised 32 -35 -8
_ Other financial expenses 4 47 -2
Total finaﬁcial expenses -1,802 -2,563 -2,103
Total -1,644 -2,317 -1,910

Other financial income and expenses include exchange gains of SEK 16m {loss 23; loss 1).

Capital gains include gains from sales of shares of SEK -m {~; 26).

If interest-rate levels had been 1 percentage point higher/lower, with unchanged fixed-
interest term and volume in the net debt, interest expenses for the year would have been
SEK 243m {290; 209) higher/lower. Sensitivity analysis calculations have been performed on
the risk to which SCA was exposed as at 31 December 2009 using assumptions on market
movements that are regarded as reasonably possible in one year's time.



NOTE 9 TAXES

Tax expense

SEKm 2009 2008 2007
Current tax expense 1,532 1,262 1,506
Deferred tax expense 184 —623 —430
Tax expense 1,716 639 1,076

Tax expense amounted to 26.2% (10.2; 13.1) of the Group's profit before tax. The difference
between reported tax expense and expected tax expense is explained below. The expected
tax expense is calculated according to the current group structure and current profit levels in
each country.

2009 2008 2007
SEKm % SEKm % SEKm %

Tax expense 1,716 26.2 639 10.2 1,076 13.1
Expected tax expense 1,801 275 1,724 277 2,328 283
Difference -85 -1.3 -1,085 -17.5 -1,252 -~15.2
The difference is explained by:
Permanent effects"

Effects attributable to internal

banking operations - - -669 -10.8 -685 741

Effects of other subsidiary

financing -175 =27 =171 -27 -143 -1.7

Other permanent effects 2 236 3.6 190 3.0 249 3.0
Taxes related to prior periods 3 -114 17 -100 -1.6 117  -14
Changes in unrecognized tax
assets ¥ -8 -01 131 2.1 17 1.4
Changed tax rates5 -24 -0.4 —466 -7.5 -531 -6.5
Other® - - - - 242 2.9
Total -85 -1.3 -1,085 -17.5 -1,252 -~15.2

) Permanent effects are attributable to permanent differences between accounting and fiscal result.

2 The effects of the year include tax expenses of SEK 15m related to profit-taking within the Group. 2008
includes tax expenses of SEK 46m for profit-taking. 2007 includes permanent effects from divesting the
North American packaging operations amounting to SEK 87m.

3 The essential part of year 2009 concerns the right to future tax credits related to foreign withholding taxes.
In 2008, SCA recognized tax income amounting to SEK 33m due to a favourable judgement in the Euro-
pean Court of Justice. During 2007, release of a previously recognized provision for tax risks decreased tax
expense by SEK -56m.

4 In 2008, deferred tax assets, in Mexico, were impaired by SEK 65m. During 2007, previously recognized
tax credits, in Mexico, were impaired by SEK 72m.

5 Change in tax rates concerns revaluation of deferred taxes due to a corporate tax rate increase in Mexico.
Change in tax rates in 2008 were attributable to revaluation of deferred taxes due to the reduction of the
corporate tax ratein Sweden. The corresponding revaluation in 2007 concerned the reduction of corpo-
rate tax rates in Germany and italy.

€ In 2007, SCA, through investments in Poland and Slovakia, received entittement to investment tax credits
amounting to SEK 242m.

CURRENT TAX

Current tax expense (+}, tax income (-)

SEKm 2009 2008 2007
Income tax for the period 1,471 1,332 1,387
Adjustments for prior periods 61 -70 119
Total 1,532 1,262 1,506
Current tax liability (+), tax receivable (-}

The change during the period of current tax liability is explained below:

SEKm 2009 2008 2007
Value at 1 Jan. -483 27 237
Current tax expense 1,632 1,262 1,506
Paid tax -1,003 -1,702 -1,719
Other changes -4 ~20 -
Translation differences ikl ~50 3
Value at 31 Dec. 53 -483 27

Other changes relate to acquisitions and divestments of SEK —-4m (-20; 0). Closing current
tax liability comprises tax assets of SEK 332m (682; 570) and tax liabilities of SEK 385m
(199; 597).

Financial statements

Nctes
DEFERRED TAX
Deferred tax expense (+), tax income (-)
SEKm 2009 2008 2007
Changes in temporary differences 417 -190 482
Adjustments for prior periods -175 -30 -236
Other changes -58 -403 -676
Total 184 -623 -430

Other changes include the effects of changed tax rates, which reduced the deferred tax
expense by SEK —24m (-466; —531), revaluation of deferred tax assets, which increased
deferred tax expense by SEK 5m (63; 67), and capitalisation of tax assets related to the right
to future tax deductions of SEK -39m (0; —212).

Deferred tax liability (+), tax receivable {~}
The change during the period to deferred tax liability is explained below:

Deferred

Value at tax Other Exchange Value at
SEKm 1Jan, diff 31 Dec.
Intangible assets 383 -139 -18 -5 221
Land and buildings 8,190 -252 6 -53 7,891
Machinery and equipment 4,703 718 5 -208 5,218
Financial assets 244 -122 -95 6 33
Current assets -43 -13 11 6 -39
Provisions for pensions -531 32 -~124 15 -608
Other provisions -a3 -38 - 3 -128
Liabilities -524 —61 -1 2 -584
Tax credits and tax loss carry forwards  -3,536 100 4 ARR! -3,321
Other -17 —41 -2 5 -55
Total 8,776 184 -214 -118 8,628

Other changes include deferred tax recognized directly in equity according to IAS 19 of SEK
—-218m, IAS 39 SEK 26m, effects of acquisitions and divestments SEK -30m and release of
provisions for tax risks, which debited tax expense in the amount of SEK 8m. Closing
deferred tax liability comprises tax assets SEK 1,156m (1,073; 1,042) and tax liabilities SEK
9,784m (9,849; 11,343).

LOSS CARRYFORWARDS

Loss carry forwards for which no deferred tax assets were recognized amounted to SEK
1,892m (1,404; 1,285) at 31 December 2009. Of these, SEK 544m have an indefinite life.
The remainder expire as follows:

Year SEKm
2010 191
2011 59
2012 77
2013 48
2014 and later 975
Total 1,348

During 2009, unrecognized loss carryforwards amounting to SEK 61m expired and SEK
246m was either utilized or capitalised. The tax value of unrecognized loss carryforwards
amounted to SEK 434m.

OTHER

SCA reports no deferred tax relating to temporary differences attributable to investments in
subsidiaries, associated companies and joint ventures. Any future effects (tax deducted at
source and other deferred tax on profit-taking within the Group) is reported when SCA can
no longer control reversal of such differences or when for other reasons it is no longer
improbable that reversal can take place in the foreseeable future.

SCA Annual Report2009 77



Financial statements
Notes

NOTE 1 0 INTANGIBLE ASSETS

Licences, patents Capitalised
Goodwill Trademarks and similar rights development costs
SEKm 2009 2008 2007 2009 2008 2007 2009 2008 2007 2009 2008 2007
Accumulated cost 19,147 19,374 18,161 2,104 1,921 1,919 3,190 3,447 3,250 562 550 470
Accumulated depreciation - - - -129 -125 99 -2,005 -1,818 -1,704 -316 293 =227
Accumulated impairment o - - - =201 -202 ~207 -15 -18 -15 -28 -5 -5
Residual value according to plan 19,147 19,374 18,161 1,774 1,594 1,613 1,170 1,611 1,531 218 254 238
Value at 1 January 19,374 18,161 16,997 1,594 1,613 1,038 1,611 1,531 1,520 254 238 231
Investments 37 - 4 - - - 104 207 199 31 30 39
Sales and disposals - - - - - - -1 - -8 0 - -
Business combinations - 297 1,162 - - 817 0 1 38 - - -
Company divestments -10 - - - - - - - - - - -
Reclassifications 30 3 -23 209 2 - -206 2 29 4 8 8
Depreciation for the year - - - -1 -10 -1 ~295 -264 ~244 -42 -42 -44
Impairment for the year - - - - - -207 0 - -19 -24 - -2
Translations differences -284 885 21 -18 -1 -24 -43 134 16 -5 20 6
Value at 31 December 19,147 19,374 18,161 1,774 1,594 1,613 1,170 1,611 1,531 218 254 238

 In 2009, intangible assets were changed due to reclassification of goodwill relating to adjustments of preliminary acquisition balance sheets in the amount of SEK 30m and property, plant and equipment in the amount of
SEK 7m. Reclassification also took place from licenses, patents and similar rights to trademarks in the amount of SEK 209m.

IMPAIRMENT TESTING
Goodwill is tested for impairment every year. Goodwill is distributed among operating seg-
ments as follows:

Goodwill by operating segment

Average

SEKm WACC 2009, % 2009 2008 2007
Personal Care 6,7 2,557 2,534 2,362
Tissue 6.4 8,748 8,749 8,177
Packaging 6,0 6,970 7,250 6,734
Publication papers 8,0 188 203 232
Pulp, timber and solid-wood

products 6,0 30 30 33
Other operations 6,0 656 608 623
Total 19,147 19,374 18,161

The recoverable amount for each cash-generating unit is determined based on a calculation
of value in use. These calculations are based on the strategic plans adopted by Group man-
agement for the next ten years. Assumptions in strategic plans are based on current market
prices and costs with an addition for real price reductions and cost inflation as well as
assumed productivity development. Volume assumptions follow the Group’s target of an
average annual growth of 3 to 4%, depending on business segment and geographic mar-
ket. Effects of expansion investments are excluded when goodwill is tested for impairment.
Anticipated future cash flows, according to strategic plans form the basis of the calculation.
Cash flows for the period beyond ten years are calculated by an operating surplus muitiple
being applied to estimated sustained cash flow. In a present value calculation of anticipated
future cash flows the current weighted cost of capital (WACC) decided for each area within
the Group at that time is used. Discounted cash flows are compared with the carrying
amount of capital employed per cash-generating unit. Testing for impairment is carried out in
the fourth quarter and testing for 2009 showed that there was no impairment need.

In addition to goodwill, there are acquired trademarks in the Group that are judged to
have an indefinite useful life. The useful life is judged as indefinite when it relates to well-
established trademarks within their markets that the Group intends to retain and further
develop. The trademarks identified and measured relate to the 2007 acquisition of the Euro-
pean tissue operations and to the 2004 acquisitions in Mexico, Australia and Malaysia. The
cost of the trademarks was established at the time of acquisition according to the so-called
relief from royalty method. The need for impairment is tested every year. Testing is carried out
during the fourth quarter and is performed for each trademark or group of trademarks. An
evaluation is made of the royalty rate established at the time of acquisition as well as
assessed future sales development over 10 years. A multiple is used for time beyond 10
years. This is discounted with the current weighted cost of capital (WACC) for each market.
Testing for 2009 showed no impairment need for trademarks. At year-end, the value of
SCA's trademarks with an indefinite useful life amounted to SEK 1,745m (1,553; 1,567).
Reclassification of SEK 209m was conducted between Licenses, patents and similar rights
to Trademarks.
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EMISSION ALLOWANCES

The SCA Group participates in the European system for emission allowances. SCA receives
a permit from each country in which operations requiring a permit are conducted, to emit a
specific volume of carbon dioxide during a calendar year. At year-end 2009, surplus emis-
sion allowances not required to cover the provision for emissions were adjusted downward
by SEK 1m to the current market price on the batance-sheet date. In conjunction with this,
the deferred income was also reversed by a corresponding amount so that the net cost for
the revaluation is zero. Settlement with each government regarding 2009 emissions will take
place in April 2010.

SEKm 2009 2008 2007
Accumulated cost 253 349 85
Accumulated revaluation of surplus -11 ~22 -12
Residual value according to plan 242 327 73
Value at 1 January 327 73 265
Emission allowances receivec 307 363 94
Acquisition of operations - 15 -
Sales =72 -89 -13
Reclassifications 0 21 _
Settlement with the government ~307 =79 -268
Revaluation of surplus -1 -7 -12
Translation differences -12 30 7
Value at 31 December 242 327 73



NOTE 1 1 PROPERTY, PLANT AND EQUIPMENT

Financial statements
Notes

Buildings Land Machinery and equipment Construction in progress
SEKm 2009 2008 2007 2009 2008 2007 2009 2008 2007 2009 2008 2007
Accumulated cost 24,257 23,764 21,335 7,118 7,181 6,685 90,183 90,768 84,065 4,217 5,709 3,499
Accumuiated depreciation -9,825 -9,445 -8,291 -1,230 -1,132 -1,016 -50,821 -48,970 -45,154 - - -
Accumulated impairment -423 -402 -323 -46 -81 -89 2,026 -3,692  -4,252 - - -12
Residual value according to plan 14,009 13,917 12,721 5,842 5,968 5,580 37,336 38,106 34,659 4,217 5,709 3,487
Value at 1 January 13,917 12,721 11,988 5,968 5,580 5,078 38,106 34,659 35,310 5,709 3,487 4,212
Investments 794 364 288 125 142 108 3,315 3,669 3.335 2,763 4,203 3,100
Sales and disposals -26 -22 -92 -15 -25 - -117 -35 -9 -23 -14 -13
Business combinations 2 429 634 0 250 354 13 510 801 0 7 7
Company divestments [0} -234 -5 0 -229 -2 -67 -657 -62 -2 -5 -
Reclassifications" 888 278 647 34 -10 68 3,089 1,919 3,049 —4,054 -2,242 -3,863
Depreciation for the year —891 ~811 -753 -114 -93 -81 5,475 -4,979 -5,053 0 0 -
Impairment for the year -163 -2 -197 -7 0] -19 -406 -10 -3,106 0 o] -2
Reversed impairment 0 0 - 0 0 - 0 0 18 0 0 -
Translation differences -512 1,194 211 ~-149 353 74 -1,122 2,930 458 -176 273 46
Value at 31 December 14,009 13,917 12,721 5,842 5,968 5,580 37,336 38,106 34,659 4,217 5,709 3,487

1) In 2009, property, plant and equipment was reduced due to reclassification to property, plant and equipment held for sale of SEK 94m and to intangible assets of SEK 43m and increased by SEK 88m due to reclassifications to

provisions.

During the year SEK 35m (-; -} pertaining to interest during the construction period was cap-
italised in Buildings, SEK 30m (18; -) was capitalised in Machinery and equipment and SEK
66m (45; 0) was capitalised in Construction in progress, at an average interest rate of 11%
{29; -). The high interest rate in 2008 was attributable to the high interest level in Russia,
where most of the capitalised interest is recognised. The total includes capitalised interest in
cost for Machinery and equipment of SEK 634m (610; 585}, Buildings SEK 45m (10; 9) and
for Building in progress in the amount of SEK 112m (45, 0).

Government grants reduced investments for the year in buildings by SEK 5m (-; 1) and
machinery and equipment by SEK 30m (16; 86). In total, government grants reduced accu-
mulated costs for buildings by SEK 16m (12; 10), land by SEK 1m (1; 1) and machinery and
equipment by SEK 420m (395; 367).

TAX ASSESSMENT VALUES

Tax assessment values relate to assets in Sweden.

SEKm 2009 2008 2007
Buildings 1,979 1,942 2,385
Land 19,308 19,278 12,672
Total 21,287 21,220 15,057

Carrying amount of buildings with tax assessment values in accordance with the above was
SEK 1,587m (1,436; 1,523).

The tax assessment value for land includes forestland which is divided up and recognised as
biological assets and land assets (see Note 12).

Carrying amount of biological assets and land and land improvements, was SEK 25,397m
(24,711; 23,905) and SEK 1,825m (1,804; 1,748), respectively.
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NOTE 1 2 BIOLOGICAL ASSETS

SOAs forest assets are divided up and reported as biclogical assets, that is, standing forest,
and land assets. Standing forest is recognised at fair value and amounted at 31 December
2009 to SEK 25,397m (24,711; 23,805). The fotal value of SCAS forest assets was SEK
26,300m (25,622; 24,811). The difference of SEK 912m (911; 908) comprises forestiand
reported under non-current assets Land.

Inthe income statement, changes due to growlh and feling are reported as a net value, SEK
B68m (720, 472).

The annual valuation of standing timber was carried out during the fourth guarter of the
year. The same valuation method used in 2007 and 2008 was applied in 2009. The valuation
felling plan was based on forest tax assessments performed in 2006-2007. No change was
made in the WACC in the 2009 valuation, which amounted to 6.25%, and the valuation in

Standing timber the fourth quarter did not result in any adjustment to the planned change in fair value of forest
SEKm 2009 2008 2007 gssets reported ongoing during the year.
Value at 1 January 24711 23,908 18,082 SOAs forest holdings comprise approximately 2.6 million hectares of foresttand primarily
Revaluation 2 & - A,173 in northern Sweden, of which approximately 2.0 million hectares is productive forestland,
Purchases o 20 a6 61 The forest portfolio amounts to 207 miflion cubic metres of forest {m3fo) and is divided
Sales . = -10 _4p  into pine 43%, spruce 39%, deciduous 13% and contarta 5%. Growth amounts 1o approxi-
Change due to growth e 1 51 1718 1475  rmately 3.9 m3fo per hectare and year. Felling in 2009 amounted to approximately 4.0 milion
Change due to feling & 998 1,003 misub. Approximately 50% of the holdings comprise forest less than 40 years old while
Other changes g _ vy Bbout60% of timber volume is in forests that are more than 80 years old.
Value at 31 December 25,397 24,711 23,905 Sha0g 2008 2007
Deferred tax liability relatad to standing fimbes 8479 6:499 8,693 ae/ectare productive forestiand, SEK B 12,232 11,064
Value timber supplies SEK/ m3fo 1 23 128 120
Sensitivity analysis
Value trend, standing timber 2009 Changed 22,‘2,';@‘?;2’“;‘2,‘?"\
SEKm WACC - 0,26% =7+ 1,530
Wood price, real” + /- 0.50% per year 2010-2019 + /- 1,970
26,000 Felling, real cost /- 0,50% per year 2010-2019 ~/+ 430
Volume (fefling and thinning) 2 150,000 misub 2011-2035 -/ + 785
25,000 i

24,000

" Cormpared with price assumptiorss made in the valuation model.
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NOTE 1 3 HOLDINGS IN ASSOCIATES

NOTE 1 5 JOINT VENTURES

Financial statements
Nctes

SEKm 2009 2008 2007 Joint ventures, companies that SCA owns together with other parties and in which the par-
Value at 1 January 983 950 439  ties by agreement exercise joint control, are consolidated according to the proportional
Investments 5 121 485  method.
Divestments - -12 0 Most of the joint ventures operate within the hygiene area, mainly in Latin America. One
Net increase in associates for the year!) 17 11 36 joint venture produces newsprint and has its operations in the UK. SCA's share of income
Reclassifications to joint ventures or subsidiaries - -134 -15 statement and balance sheet items as well as average number of employees in joint ven-
Other reclassifications - 9 _  turesthat are part of the SCA Group, are set out below:
Impairment for the year -1 - -7 SEKm 2007
Translation differences —25 46 12
by 131D b 979 983 %50 Income statement
alue at 31 December Net sales 5,430 5112 4714
Net increase for the year includes the Group's share of associates’ profit after tax and any minority interests Cost of goods sold —4,220 -4.182 -3,648
as well as adjustment for dividends received during the year. . ¢ = o
Gross profit 1,210 930 1,066
Investments in 2008 refer mainly to Vinda, China and, in 2007, Vinda and Fine Sancella  Sales and administrative expenses, etc . -869 767 -667
Hygiene FZCQ, United Arab Emirates. Operating profit 341 163 399
In 2008, to Fine-Sancella Hygiene FZCO was reclassified as a joint venture, and Tianjin,  Financial items -89 78 -59
China, was reclassified as a wholly owned subsidiary in 2007. Profit after financial items 259 85 340
The Group's holdings in major subsidiaries, joint ventures and associates are specifiedin -~ . -84 54 ~103
Note16. ‘ , Net profit for the year 175 a1 237
The Group's total receivables from associates at 31 December 2009 amounted to SEK Proft attributable to:
64m (76, 5), of which SEK 3m (4; 5} is interest-bearing. The Group's total liability to associ- i .
. . Equity holders of the Parent Company 175 31 237
ates at 31 December 2009 amounted to SEK 5m (5; 2) of which SEK Om (0; 0) is interest-
bearing.
SEKm 2009 2008 2007
Balance sheet
1 4 Non-current assets 3,004 2,807 2,808
NOTE SHARES AND PARTICIPATIONS Current assets 1,893
SEK 2007 Total assets 4,897
m 2009 2008 Equity 2,841 2,653 2,754
Value at 1 January 73 68 79 Non-current liabilities 551 484 516
Investments A X 6 ~ Current iabilties 1,505 1,747 1,130
Increase through acquisition of subsidiaries 1 - 3 Total equity and liabilities 4,897 4,884 4,400
Divestments -4 ) 14
Change in value for the year - - - 2009 2008 2007
Reclasgﬂcatpps t»o joint ventures or subsidiaries - - = Average number of employees 2936 2788 2742
Other reclassifications -2 -2 - of whom wormen, % 26 o5 o4
Translation differences -1 7 -
Value at 31 December 80 73 68  SEKm 2009 2008 2007
L X . . X " Capital employed 3,353 3,319 3,080
Shares and participations pertain to holdings in other companies that are not classified as . -
SR : ) " N Net debt, incl. pension liability 513 665 326
subsidiaries, joint ventures or associates and which are also not classified as available-for-
sale financial assets when the holding is of an operating nature. Carrying amounts concurs
. . Personnel costs
with fair value. SEK 2
The Group's holdings in major subsidiaries, joint ventures and associates are specified in e 2009 008 2007
Note 16. Boards, Presidents and Vice Presidents 16 18 17
of which variable salary 0 [¢] 0
Other employees 328 302 312
Salaries and remuneration 344 320 329
Pension costs " 7 9
Other social security costs 71 62 38
Total 426 389 376
Social security costs 82 69 47
of which, pension costs " 7 9
Average number of employees by country
2009 2008 2007
Of whom ©Of whom Of whom
women, women, women,
% % %
Chile 241 8 244 8 234 6
Colombia 1,249 30 1,224 29 1,272 29
Ecuador 429 32 406 34 348 32
UK 170 13 184 15 187 15
Tunisia 328 1 313 " 288 10
Turkey 187 6 164 6 131 5
Other countries 332 55 253 36 282 39
Total 2,936 27 2,788 25 2,742 24

The Group’s holdings in major subsidiaries, joint ventures and associates are specified in
Note 16.
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NOTE 1 6 LIST OF MAJOR SUBSIDIARIES, JOINT VENTURES AND ASSOCIATES

Group holdings of shares and participations in major companies at 31 December 2009,
The selection of subsidiaries and joint ventures includes companies with sales in excess of SEK 500m in 2009.

Corporate registration

Share of capital

Company name number Domicile %
Subsidiaries

SCA Hygiene Products GmbH, Mannheim HRB3248 Mannheim 100
SCA Hygiene Products Nederland B.V. 30135724 Zeist 100
SCA Tissue North America LLC 58-2494137 Detaware 100
SCA Graphic Sundsvall AB 556093-6733 Sundsvall 100
SCA Skog AB 556048-2852 Sundsvall 100
SCA Hygiene Products {Fluff) Ltd. 577116 Dunstabie 100
SCA Hygiene Products AB 556007-2356 Gothenburg 100
SCA Hygiene Products (SASU} 509395109 Roissy 100
SCA Hygiene Products S.L., Spain B28451383 Tarragona 100
SCA Timber AB 556047-8512 Sundsvall 100
SCA Hygiene Products S.p.a 3318780966 Lucca 100
SCA Hygiene Products GmbH, Wiesbaden HRB5301 Wiesbaden 100
SCA Graphic Laakirchen AG FN171841h Laakirchen 100
SCA Packaging ltalia SpA 6640640154 Milano 100
SCA Packaging Stiftung & Co KG HR A13495 Nurnberg 100
SCA Consumidor Mexico, SA de CV SCM931101 385 Mexico City 100
SCA HP Supply (SASU) 509599619 Roissy 100
SCA Hygiene Products GmbH, Vienna FN495372 Wien 100
SCA Hygiene Australasia Pty Ltd 62004191324 Box Hill 100
SCA Hygiene Products SA-NV, Beigium BE0405.681.516 RPM Verviers Stembert 100
00O SCA Hygiene Products Russia 4704031845 Moscow 100
SCA Personal Care, Inc 23-3036384 Delaware 100
SCA Packaging Benelux BV 8046917 Eerbeek 100
Uni-Charm Méinlycke B.V. 02330631 Hoogezand 40
SCA Hygiene Products inc 421987 Ontario 100
SCA Packaging Denmark A/S DK21153702 Risskov 100
SCA Packaging Containerboard Deutschland GmbH HRB7360 Aschaffenburg 100
SCA Packaging Munksund AB 566237-4859 Pited 100
SCA Packaging Sweden AB 556036-8507 Varnamo 100
SCA Packaging Ltd 53913 Darlington 100
SCA Packaging Obbola AB 556147-1003 Umed 100
SCA Hygiene Products GmbH Neuss HRB 14343 Neuss 100
SCA Hygiene Products A/S, Norway 915620019 Ténsberg 100
SCA Hygiene Products Sloviakia s.r.0 36590941 Gemerska Horka 100
SCA Hygiene Australasia Limited 1470756 Auckland 100
SCA Recycling UK Itd 214967 Aylesford 100
SCA Emballage France SAS B352398796 Nanterre 100
SCA Hygiene Products Sp.z.0.0. B7243 Olawa 100
SCA Recycling Deutschland Gmbh HR B 12280 Traunstein 100
SCA Hygiene Products AG 020.3.917.992-8 Regensdorf 99
SCA Packaging Nicollet SAS B766500011 Neuilly sur Seine 100
SCA Hygiene Malaysia Sdn Bhd 320704-U Kuala Lumpur 100
Aylesford Newsprint Holdings Ltd 2816412 Aylesford 100
SCA Packaging Belgium NV RPR 0436-442-095 Gent 100
Sancella Pty Ltd 55005442375 Box Hill 100
SCA Hygiene Products A/S, Denmark DK20638613 Allerad 100
SCA Hygiene Marketing (M) Sdn Bhd 313228-T Kuala Lumpur 100
OY SCA Hygiene Products AB FI01650275 Helsingfors 100
SCA Hygiene Products Kft 01-03-716945 Budapest 100
SCA Hygiene Products Manchester Ltd 4119442 UK/Dunstable 100
SCA Packaging FULDA GmbH HRB93 Fulda 100
SCA Packaging Hungary Kft 01-09-868330 Budapest 100
SCA Hygiene Products AE EL094041786 Nea lonia (Aten} 100
Bunzl & Biach Ges.m.b.H FN79555v Wien 100
SCA Timber Supply Ltd 2541468 Stoke-on-Trent 100
SCA Packaging Ceska Republica S.R.O 44222882 Jilové u Décina 100
SCA Packaging Finland Oy 8615544 Helsinki 100
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Corporate registration Share of capital Carrying amount
Company name number Domicile Number of shares % atyear-end, SEKm
Joint venture companies
Aylesford Newsprint Holdings Ltd 2,816,412 Aylesford 50
Productos Familia S.A., Colombia 890.900.161-9 Medellin 50
Associates
Vinda Hong Kong 92035 Cayman Islands 169,531,897 19 505
Lantero Carton SA A-81907701 Madrid 100 25 310
GAE Smith 1075198 Leicester 44,300 50 82
Papyrus Altpapierservice Ges.m.b.H. FN124517p Wien 1 32 20
Cartografica Galeotti SPA 1333330464 Lucca 16,667 33 13
Belovo Paper Mill AD BG822104867 Belovo 1 28 12
HECA AB 556587-7825 Stockholm 1,800 36 10
IL Recycling 556056-2687 Stockhoim 28,000 29 9
Sodra Latvia SIA 40003490902 Skulte 7,350 49 7
Austria Papier Recycling GmbH FN113626y Steyrermuhl 1 33 4
Industrikraft i Sverige AB 556761-5371 Stockholm 20,000 20 3
Immobiliare Galeotti 01955990467 Lucca 33 33 2
Herrera Holding Inc A200100676 Makati City 18,296 40 2
Value at 31 December 979

NOTE 1 7 NON-CURRENT FINANCIAL ASSETS

SEKm 2009 2008 2007
Available-for-sale financial assets 1,042 714 1,296
Derivatives 714 860 148
Loan receivables, associates 2 4 4
Loan receivables, other 74 78 78
Value at 31 December 1,832 1,656 1,526
Available-for-sale fir i t:

Value at 1 January 714 1,296 1,222
Investments 3 5 399
Divestments - -2 -40
Remeasurement for the year taken to equity, net 330 ~598 -289
Translation differences -5 13 4
Value at 31 December 1,042 714 1,206

in addition to shares in AB Industrivarden, pension assets attributable to some pension obli-
gations are classified as available-for-sale financial assets. These obligations are not included
in the normal pension calculations, as set out in Note 26, Provisions for pensions.

Available-for-sale financial assets, fair value

SEKm 2009 2008 2007
Shares - AB Industrivarden 929 603 1,192
Pension assets not included in IAS19 calculation 105 103 96
Other 8 8 8
Total 1,042 714 1,296

The holding in AB Industrivdrden amounts to 10,525,655 shares (10,525,855; 10,525,655).
No impairment provisions were made relating to available-for-sale financial assets in 2009,
2008 or 2007.

If the stock market had risen/fallen by 15%, all other variables being unchanged, and the
Group’s shareholdings changed in accordance with the stock market, equity would have
increased/decreased by SEK 155m (106; 193). Sensitivity analysis calculations have been
performed on the risk to which SCA was exposed at 31 December 2009 using assumptions
on market movements that are regarded as reasonably possible in one year's time.
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NOTE 1 8 DERIVATIVES

BALANCE SHEET
SCA uses financial derivatives to manage currency, interest rate and energy price risks.

The table below shows the derivatives that have impacted the Group’s balance sheet on
31 December 2009. For more information relating to derivatives in the balance sheet, see
Note 31 Financial instruments by category.

Qutstanding derivatives

Of which

SEKm Total Currency" Interest rate Energy Share
2009

Nominat 43,562 26,794 15,204 1,664 -
Asset 1,011 286 694 31 -
Liability 788 400 125 263 -
2008

Nominal 43,784 22,236 20,256 1,250 42
Asset 1,672 659 878 35 -
Liability 1,214 624 206 353 31
2007

Nominal 35,774 21,180 13,856 638 100
Asset 330 138 141 41 10
Liability 589 224 360 4 1

'Nominal SEK 98,688m (44,396; 45,498) is outstanding before the right of set-off

INCOME STATEMENT

During the year, transaction exposure hedges had an impact on profit for the year of SEK
98m {negative: 116; negative: 5). At year-end, the net market value amounted to SEK 117m
(negative: 77; negative: 13). Currency hedges reduced the cost of non-current assets by
SEK 10m (reduced: 5; increased: 2). At year-end, the net market value amounted to a nega-
tive SEK 10m {positive: 42; negative: 2).

In 2009, energy derivatives had a negative impact on profit for the year of SEK 302m
(positive: 22; negative: 19). Energy derivatives have an outstanding negative market value of
SEK 232m (negative. 318; positive: 37) at year-end.

Derivatives negatively impacted net interest items in the amount of SEK 137m (negative:
283; negative: 191). The net market value on outstanding interest-rate derivatives amounted
to SEK 569m (positive: 672; negative: 219). For further information relating to net financial
items, see Note 8 Financial income and expenses.

Sensitivity analysis

Sensitivity analysis calcutations have been performed on the financial instruments’ risk to
which SCA was exposed at 31 December 2009 using assumptions on market movements
that are regarded as reasonably possible in one year's time.

If the Swedish krona had unilaterally weakened/strengthened by 5% against all curren-
cies, outstanding financial hedges as well as trade payables and trade receivables would
have increased/decreased profit for the year before tax by SEK 226m (53; 43).

Currency hedges relating to the cost of non-current assets, if the Swedish krona had uni-
laterally weakened/strengthened by 5%, would have increased/decreased equity by
SEK Om (2; 6).

If energy prices had increased/decreased by 20%, outstanding financial hedges relating
to natural gas and electricity, all other things being equal, would have decreased/increased
energy costs for the year by SEK 110m (98; 90). In addition to the earnings impact, equity
would have increased/decreased by SEK 157m (62; 38). The total energy cost for the Group,
however, would have been affected considerably differently, taking supply contracts price
risk into account.
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QUTSTANDING DERIVATIVES WITH HEDGE ACCOUNTING
The table below presents outstanding derivatives with hedge accounting at 31 December
2009

Derivatives with hedge accounting’

Of which
Cashflow Netinvest-  Fair value
Transaction exposure mentsin of interest-
Export and foreign rateriskin
Total importflows | Energy entities? financing
2009
Asset 886 108 7 24 52 694
Liability 703 25 17 255 281 125
Hedge reserve after tax -89 61 11 -161
2008
Asset 1.668 56 43 10 747 812
Liability 587 34 1 325 33 194
Hedge reserve after tax -180 16 31 -227
2007
Asset 426 7 2 39 231 147
Liability 421 5 4 2 66 344
Hedge reserve after tax 26 1 -1 26

" Qutstanding derivatives with hedge accounting are included in the table Outstanding derivatives.
2 Pertains to derivatives before right of set-off.

Hedging reserve in equity
Currency derivatives relating to hedging of transaction exposure mostly mature during the
first half year of 2010. The maturity of the remaining derivatives is subsequently evenly
spread until the end of December 2011. With unchanged exchange rates, profit after tax will
be affected positively by SEK 61m (16; 1). Currency derivatives relating to hedging of the
cost of non-current assets have a maturity spread until the end of February 2011. With
unchanged exchange rates, the cost of non-current assets will decline by SEK 11m (decline
31: increase 1) after tax.

The derivatives intended to hedge energy costs in the Group mostly mature during 2010
and 2011, A small part will be realised later during 2012 and 2013, With unchanged prices, the
Group's profit after tax will be affected negatively by SEK 161m (negative: 227; positive: 26).

Hedging of net investments

In order to achieve the desired hedging level for foreign capital employed, SCA has hedged
the net investments in a number of selected legal entities. In total, hedging positions affected
equity in 2009 by SEK 1,391m (763; 386). This result is largely due to hedges of net invest-
ments in EUR. The total market value of outstanding hedging transactions at year-end was
negative SEK 229m (pos: 714, pos: 165). In total at year-end, SCA hedged net investments
outside Sweden amounting to SEK 33,6256m. SCA's total foreign net investments at year-
end amounted to SEK 78,080m.

Hedging of net ir its in foreign operations, SEKm

Currency 2009 2008 2007
EUR 30,700 -4,374 -5,414
GBP 2,023 1,755 1,359
usb 1,016 705 404
RUB 444 =37 -
MXN 206 588 618
NzD 179 156 522
DKK 0 -162 -602
AUD -1,095 -912 -963
Other 153 202 614
Total 33,625 -2,079 -3,462
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Notes
NOTE 1 9 INVENTORIES NOTE 2 1 OTHER CURRENT RECEIVABLES
SEKm 2009 2008 2007  SEKm 2009 2008 2007
Raw materials and consumables 2,971 3,709 3,363 Receivables from associates 61 72 1
Spare parts and supplies 1,912 1,939 1,664 Accrued financial income 18 18 23
Products in progress 812 1,053 934  Derivatives 217 248 84
Finished products 5,095 6,268 5,911 Prepaid expenses and accrued income 681 658 769
Felling rights 650 964 830  Other current receivables 1,734 2,121 1,959
Advance payments to suppliers 19 25 78 Total 2,711 3,117 2,836
Total 11,459 13,958 12,780
As of 2009, bills receivable are included in trade receivables instead of in other current receiv-
ables. The carrying amount of other current receivables for the comparative years 2008 and
20 2007 thus declined by SEK 881m and SEK 786m, respectively, while trade receivables
NOTE TRADE RECEIVABLES increased by the corresponding amounts.
SEKm 2009 2008 2007
Trade receivables, gross 16,642 18,814 17,911 2 CURRENT FINANCIAL ASSETS, CASH AND
Provision to reserves for doubtful receivables -539 —450 -304 NOTE CASH EQUIVALENTS
Carrying amount of trade receivables 16,103 18,364 17,607 Current financial assets
SEKm 2009 2008 2007
Analysis of credit risk exposure in trade receivables N "
SEKm 2000 2008 2007 Financial assets 4 1 25
Derivati 66 456 92
Trade rece?vables neither overdue rjnot irﬁpaired 13,851 15,446 14,708 Loan receivables, associates _ _ 3
Trade receivables overdue but not impaired Loan receivables, other 124 185 248
<30 days 1,665 2,041 2,118 Total 194 642 366
30-90 days 408 524 581
> 90 days - 179 353 202 Cash and cash equivalents
Total exposure to credit risks 16,103 18,364 17,607 SEKm 2009 2008 2007
Impaired trade receivables 539 450 304 Cash and bank balances 1570 1.462 1,681
Trade receivables, gross 16,642 18,814 1791 Short-term investments < 3 months 3,578 4,276 1,342
In total, the Group has coflateral mainly in the form of credit insurance taken out amounting Total 5148 5,738 3,023
to SEK 1,755m (2,263; 1,411). Of this amount, SEK 220m (409; 221) relates to the category
Trade receivables overdue but not impaired. 2 NON -CURRENT ASSETS AND LIABILITIES
Provision to reserves for doubtful receivables NOTE HELD FOR SALE
SEKm 2009 2008 2007
Value at 1 January -450 -304 -399 SEKm 2009 2008 2007
Provision for possible loan fosses 261 -200 50 Lend 57 &0 52
Confirmed losses 73 54 137 Machinery and equipment 48 42 3
Increase due to acquisitions - -1 - Total 105 102 55
g:zz:: 232 IZ ?;iif;gi:tisme for possible 4 ! ! Non-current assets with a tqtal value of SEK 9m (41) were reclas.siﬂed and reporteq as held
loan losses 74 33 19 for sale in 2009. The recognised assets are expected to be sold in 2010. At reclassification,
Translation differences 21 33 12 the assets were measured at the lower of carrying amount and fair value.
Value at 31 December -539 -450 -304

Total expense for the year for doubtful receivables amounted to SEK 186m (166; 39).

As of 2009, bills receivable are included in trade receivables instead of in other current
receivables. The carrying amount of trade receivables for the comparative years 2008 and
2007 thus increased by SEK 881m and SEK 786m, respectively, while other current receiva-
bles declined by the corresponding amounts.
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NOTE 24 EQUITY
Equity attributable

SEKm Other capital Retained to SCA’s Minority
2007 Share capital provided Reserves' earnings hold i Total equity
Value at 1 January 2,350 6,830 799 48,320 58,209 664 58,963
Profit for the year recognised in the income statement 7,138 7,138 23 7,161
Other comprehensive income
Actuarial gains and losses relating to defined-benefit pension plans2 1,236 1,236 -6 1,230
Available-for-sale financial assets:

Result from valuation to fair value recognised in equity -255 ~255 -255

Transferred to income statement at sale -34 -34 -34
Cash-flow hedges:

Result from remeasurement of derivatives recognised in equity 83 63 63

Transferred to income statement for the period -25 -25 -25

Transferred to cost of hedged investments 2 2 2
Translation difference on foreign operations =17 =17 40 23
Result from hedging of net investment in foreign operations 360 360 360
Tax on items recognised directly in/transferred from equity® -11 -299 -310 2 -308
Other comprehensive income, net after tax 83 937 1,020 36 1,056
Total comprehensive income 83 8,075 8,158 59 8,217
Transfer of impairment losses for the period, net after tax -40 40 0 0
Change in Group composition -17 -17
Adjustment between SCA's owners’ equity and liability to minority interests® -115 -115 115 0
Sale of treasury shares 556 55 55
Dividend, SEK 4.00 per shared -2,807 -2,807 -132 ~2,939
Value at 31 December 2007 2,350 6,830 842 53,568 63,590 689 64,279
2008
Profit for the year recognised in the income statement 5,578 5,578 20 5,508
Other comprehensive income
Actuarial gains and losses relating to defined-benefit pension ptans? -3,335 -3,335 13 -3,322
Available-for-sale financial assets:

Resutt from valuation to fair value recognised in equity -509 ~-599 -599
Cash-flow hedges:

Result from remeasurement of derivatives recognised in equity -312 =312 =312

Transferred to income statement for the period 58 58 58

Transferred to cost of hedged investments -5 -5 -5
Translation difference on foreign operations 2,757 2,757 128 2,885
Result from hedging of net investment in foreign operations 763 763 763
Tax on items recognised directly in/transferred from equity4 76 940 1,016 -3 1,013
Other comprehensive income, net after tax 2,738 -2,395 343 138 481
Total comprehensive income 2,738 3,183 5,921 158 6,079
Change in Group composition -6 -6
Sale of treasury shares 28 28 28
Dividend, SEK 4.40 per share® -3,089 -3,089 -39 -3,128
Value at 31 December 2008 2,350 6,830 3,580 53,690 66,450 802 67,252
2009
Profit for the year recognised in the income statement 4,765 4,765 65 4,830
Other comprehensive income
Actuarial gains and losses relating to defined-benefit pension plans? -911 -911 -38 -949
Available-for-sale financial assets:

Resutt from valuation to fair value recognised in equity 331 331 331
Cash-flow hedges:

Result from remeasurement of derivatives recognised in equity -202 -202 -202

Transferred to income staternent for the period 319 319 319

Transferred to cost of hedged investments -10 -10 -10
Translation difference on foreign operations 2,701 2,701 -49 -2,750
Result from hedging of net investment in foreign operations 1,391 1,391 1,391
Tax on items recognised directly in/transferred from equity¥ -26 208 182 10 192
Other comprehensive income, net after tax - _-898 -703 -1,601 -77 -1,678
Total comprehensive income -898 4,062 3,164 -12 3,152
Dividend, SEK 3.50 per share® 2,458 -2,458 -40 -2,498
Value at 31 December 2009 2,350 6,830 2,682 55,294 67,156 750 67,906

"Revaluation reserve, Hedging reserve, Available-for-sale assets and Translation reserve are included in the Provisions line in the balance sheet, see specification on next page.

2Hncluding payroll tax.

3 Dividend SEK 3.50 (4.40; 4.00) per share pertains to Parent Company shareholders. For financial year 2009, the Board has decided to propose a divided of SEK 3.70 per share to the Annual General Meeting.

4 For a specification of income tax attributable to components in other comprehensive income, refer to the next page.
5 Adjusted for retroactive dividend to minority shareholder SCA Hygiene Products AG following final court decision in 2007.

For further information regarding equity, see Parent Company Note 45.
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SCA's owners’ equity, specification of reserves
Revaluation reserve’ Hedging reserve? Available-for-sale assets Translation reserve
SEKm 2009 2008 2007 2009 2008 2007 2009 2008 2007 2009 2008 2007
Value at 1 January 107 107 147 -180 26 -3 =327 270 559 3,980 439 96
Avalilable-for-sale financial assets:
Result from valuation to fair value recognised in equity 331 -599 -255
Transferred to income statement at sale -34
Cash-flow hedges:
Resuit from remeasurement of derivatives recognised in equity —202 -312 63
Transferred to income statement for the period 319 58 -25
Transferred to cost of hedged investments -10 -5 2
Translation difference on foreign operations® 9 -20 -1 -2,710 2,778 -17
Result from hedging of net investment in foreign operations?) 1,391 763 360
Tax on items recognised directly in/transferred from equity -25 73 -1 -1 3
Other comprehensive income, net after tax 0 0 0 91 —206 29 330 -597 -289 -1,319 3,541 343
Transfer of impairment losses for the period, net after tax -40
Value at 31 December 107 107 107 -89 -180 26 3 -327 270 2,661 3,980 439
1) Revaluation reserve includes effect on equity of successive acquisitions.
2)See also Note 18 for details of when profit or loss is expected to be recognised.
30Of which transfer to income statement of realised exchange gain relating to divested companies is included in the amount of SEK 1 m (~; -11).
40f which transfer to income statement of previous year’s profit or loss from hedging positions relating to divested companies is included in the amount of SEK —m (=; ~25).
Specification of i tax attributable to p ts in other comprehensive income
2009 2008 2007
Before Tax After Before Tax After Before Tax After
SEKm tax effect tax tax effect tax tax effect tax
Actuarial gains and losses relating to defined-benefit pension plans -949 218 -731 -3,322 937 -2,385 1,230 -297 933
Available-for-sale financial assets: 331 -1 330 -508 3 -596 -289 -289
Cash flow hedges: 107 -25 82 -259 73 -186 40 -1 29
Translation difference on foreign operations ~2,750 2,750 2,885 2,885 23 23
Resuit from hedging of net investment in foreign operations 1,381 1,391 763 763 360 360
Other comprehensive income -1,870 192 -1,678 -532 1,013 481 1,364 -308 1,056

At 31 December 2009, the debt/equity ratio amounted to 0.60, which is below SCA's long-term target of 0.7. The debt/equity ratio deviates from this target at times and, over the past ten-
year period, has varied between 0.39 and 0.70. Change in fiabilities and equity is described on page 15, Financial position. SCA has a credit rating for long-term debt of Baa1 from Moody's
and BBB+ with a negative outlook from Standard & Poor's. SCA's financial risk management is described in the Risk and risk management section of pages 50-51. SCA's dividend policy and
capital structure are described on page 8.
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NOTE 25 FINANCIAL LIABILITIES

At 31 December 2009, interest-bearing gross debt amounted to SEK 44,104m (52,029;
42,190). Distribution of financial liabilities is shown in the table below.

Financial liabilities

Carrying amount

SEKm 2009 2008 2007
Current financial liabilities

Amortisation within one year 646 569 352
Bond issues 2,000 - -
Derivatives 307 378 173
Loans with maturities of less than oneyear 10808 12,223 21,418
Total current financial liabilities 13,761 13,170 21,943
Non-current financial liabilities

Bond issues 12,805 15,752 13,308
Derivatives 125 194 366
Other long-term loans with maturities > 1 year <5 years 13,266 12,650 2,725
Other long-term loans with maturities > 5 years 4,147 10,263 3,858
Total non-current financial liabilities 30,343 38,859 20,247
Total 44,104 52,029 42,190
Fair value of financial liabilities 43,919 51,867 43,063

"Fair value of short-term foans is estimated to be the same as the carrying amount.

Borrowing

For issuing bonds in the European capital market, SCA has a Euro Medium Term Note
(EMTN) programme with a programme size of EUR 3,000m (SEK 30,973m). As of 31
December 2009, a nominal EUR 1,737m (1,066; 1,102) was outstanding with a remaining
maturity of 3.0 years (2.8; 3.8). SCA also utilises bond markets outside Europe and has

SCA has a Swedish and a Belgian commercial paper programme that can be utilised for cur-
rent borrowing.

Commerciai paper programme "

issued a bond in the US of USD 450m (SEK 3,241m). Issued
Programme size SEKm
Bond issues Commercial paper SEK 15,000m 7,577
Carrying amount Fairvalue  Commercial paper EUR 400m 1,482
Issued Maturity SEKm SEKm Total 9,059
Notes USD 450m 2015 3,446 3,410 Vncluded in Loans with maturities of less than one year in the Finangial liabilities table above.
Notes SEK 1,500m 2010 1,500 1,500
Floating Rate Note SEK 500m 2010 500 500 To limit the refinancing risk and maintain a liquidity reserve, SCA has syndicated bank facili-
Index Linked Interest Note SEK 300m 2015 329 313 ties. In addition, SCA has contracted bilateral credit facilities with banks.
Index Linked Interest Note SEK 500m 2015 549 521
Notes EUR 685m 2011 7,428 7489 ~ Creditfacilities - -
Notes SEK 500m 2014 563 554 Nominal  Maturty Stk Stk SExm
Notes SEK 500m 2014 500 584 Syndicated credi facilties EUR 60m 2010 620 620
Total 14,805 14,621 EUR 35m 2011 361 361
EUR 1,105m 2012 11,408 -500 10,908
EUR 1,000m 2014 10,324 10,324
Bilateral credit facilities SEK 687 m 2010 687 687
SEK 2,000 m 2010 2,000 2,000
SEK 3,000 m 2011 3,000 3,000
SEK 2,500 m 2013 2,500 2,500
SEK 3,000 m 2015 3,000 3,000
Total 33,900 -500 33,400
The table below shows the maturity profile of the gross debt:
Maturity profile of the gross debt
SEKm Total 2010 2011 2012 2013 2014 2015+
Commercial paper 9,059 9,059 - - - - -
Finance leases 1,285 119 1,0641 50 26 12 14
Bond issues 14,805 2,000 7,563 - - 1,000 4,242
Utilisation of credit facilities 500 - - 500 - - -
Other loans 18,618 2,746 906 1,171 4,416 5,245 4,134
Total 2 44,267 13,924 9,533 1,721 4,442 6,257 8,390

ncludes leasing contract for a paper machine in Laakirchen, SEK 1,017m, with a term through 2015, but the assumption is that this will be redeemed in 2011.

2 Gross debt includes accrued interest in the amount of SEK 163m.

After additions for net pension provisions and deductions for cash and cash equivalents, interest-bearing receivables and capital-investment shares, the net debt was SEK 40,430m

(47,002; 37,368).
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NOTE 26 PROVISIONS FOR PENSIONS

SCA has both defined-contribution and defined-benefit pension plans. The most substantial
defined-benefit plans are based on period of service and the remuneration received by
employees on or close to retirement. The total pension costs for the defined-benefit plans
are shown below.

SEKm 2009 2008 2007
Current service cost, excluding contributions

by plan participants 338 392 482
Past service cost 99 -4 10
Interest expense 1,094 1,003 987
Expeg:ted return on plan assets . mmn:gﬁ@ﬂ -1 209 -1 226
Pension costs before effects of curtail-

ments and settiements 668 182 253
Curtaiiments -18 -5 -36
Settlements 1 9] -
Net pension costs after effects of

curtai ts and sett! its 651 177 217

Of the pension costs for defined-benefit plans, SEK —133m (income 12; cost 69) is recog-
nised as a financial expense, which is calculated based on the net value of each plan at the
beginning of the year.

Expected return on plan assets is determined on the basis of the assumption that the
return on bonds will be the same as the interest on a 10-year government bond and that
return on equities will reach the same interest with the addition of a risk premium. The inter-
est decided for each country is weighted on the basis of how large a proportion comprises
equities and bonds, respectively. At year-end, 55% (51; 61) of the total fair value of the plan
assets was invested in equities. The remaining 45% (49; 39) comprised interest-bearing
investments. The actual return on the plan assets in 2009 was SEK 2,896m (neg: 3,302;
pos: 130).

Pension plans with balance sheet surpluses are reported as an asset in the balance
sheet, Surplus in funded pension plans. Other pension plans, which in balance sheet terms
are not fully funded or unfunded, are reported as Provisions for pensions. The value of all
pension plans is distributed among surplus in funded pension pians and provisions for pen-
sions, respectively, as shown below.

SEKm 2009 2008 2007
Provisions for pensions 3,567 3,443 1,987
Surplus in funded pension plans -230 -843 —2,137
Provision for pensions, net value 3,337 2,600 -150

The summaries below specify the net value of the defined-benefit pension obligations.

SEKm 2009 2008 2007
Defined-benefit obligations 20,332 17,108 18,377
Fair value of plan assets ~16,921 -14,419 -18,448
Net value 3,411 2,689 -71
Unrecognised past service costs -74 -89 -79
Provision for pensions, net value 3,337 2,600 -150

Actuarial gains and losses for the year, reported in Consolidated statement of other compre-
hensive income, are negative and amount to SEK 1,026m (neg. 2,923; pos: 1,301). Includ-
ing translation differences, the accumulated gains and losses recognised in this manner thus
amount to SEK 1,210m (225; 2,981).

Financial statements
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In addition to the effect of changes in actuarial assumptions, such as change of discount
rate etc., actuarial gains and losses arose as a result of deviation from initial assumptions
based on experience. Experience-based deviations include unexpectedly high or low figures
for employee turnover, early retirement, mortality or salary increases as well as deviation from
expected rate of return on plan assets. The percentage effect of such adjustments when it
applies to defined-benefit obligations amounts to about 2% (0; 0). With regard to plan assets,
the deviation is a 12% (neg: 31; neg: 6), which means that the return on the plan assets was
higher than expected in 2009.

In addition to what is recognised in the net value as plan assets for existing obligations,
there are assets in two Swedish foundations amounting to SEK 753m (504; 881), which can be
used for possible future undertakings for early retirement for certain categories of employees.

SCA has obligations for disability and family pensions for salaried employees in Sweden,
secured through insurance with the insurance company Alecta. These benefits are reported
as a defined-contribution plan, since the net after deduction for assets with the insurance
provider is only a minor amount and since SCA did not have access to sufficient information
to report this obligation as a defined-benefit plan. Premiums during the year for disability and
family pension insurance with Alecta amounted to SEK 25m (15; 23).

The following table shows the net value of provisions for pensions divided between
funded and unfunded pension plans. Funded plans include previously separately reported
partly funded plans. The funding level varies depending on the plan.

SEKm 2009 2008 2007
Funded pians

Defined-benefit obligations 18,091 15,084 16,539
Fair value of plan assets -16,921 -14,419 -18,448
Netvalue funded plans 1,170 665 -1,900
Unrecognised past service costs o ~57 -89 -68
Provision for pensions, funded plans 1,113 576 -1,977

Unfunded plans

Defined-benefit obligations 2,241 2,024 1,838
Unrecognised past service costs -7 0 .M
Provision for i funded plans 2,224 2,024 1,827
Provision for pensions, net 3,337 2,600 -150

As in the preceding year, no financial instruments issued by the company are included in the
fair value of plan assets at 31 December 2009.

SCA's budgeted contributions for the defined-benefit obligations amount to approxi-
mately SEK 365m for 2010.
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NOTE 26 CONT.

The following table shows the development of the net pension liability.

2009 2008 2007
Defined-benefit Defined-benefit Defined-benefit

SEKm obligations Plan assets obligations Plan assets bligati Plan assets
Value, 1 January 17,108 -14,419 18,377 -18,448 20,270 -18,810
Current service cost 431 - 486 - 587 -
Interest expense 1,094 - 1,003 - 987 -
Expected return on pian assets 9] -863 - -1,209 - -1,226
Past service cost 64 - -5 - 10 -
Acquisitions and disposais -4 - 74 - 100 -
Curtailments, settlements and transfers 28 -8 3 - -29 ~78
Contributions by pian participants o} -68 - -94 - -105
Contributions by the employer o} -872 - -739 - -561
Benefits paid -1,112 1,114 -1,189 1,189 -1,018 1,018
Actuarial gains and losses 3,085 -2,069 -1,688 4,511 -2,396 1,096
Exchange differences 372 264 -53 371 -134 218
Value, 31 December 20,332 -16,921 17,108 -14,419 18,377 -18,448
of which:
Sweden 2,817 -2,202 2,682 -1,634 2,418 2,475
UK 8,553 -8,157 6,683 -6,827 8,914 ~0,962
Eurozone 7,635 -5,668 5,160 -5,122 2,944 -1,734
Principal actuarial assumptions

Sweden UK Eurozone
2009
Discount rate 4.25 5.66 4.96
Expected salary increase rate 3.50 4.00 3.25
Expected inflation 2.00 2.80 2.00
Expected return on plan assets 5.93 7.20-7.41 4.45-5.73
2008
Discount rate 4.25 8.71 6.28
Expected salary increase rate 3.50 4.05 3.25
Expected inflation 2.00 2.80 2.00
Expected return on plan assets 6.17 6.70-7.54 4.18-6.28
2007
Discount rate 4.74 6.04 5.45
Expected salary increase rate 3.60 4.25 3.25
Expected inflation 210 3.00 2.00
Expected return on plan assets 7.49 7.22-7.46 5.35-6.75

The actuarial assumptions comprise the most significant assumptions applied when calcu-
lating defined-benefit obligations at the balance-sheet date. Expected return on plan assets

is applied when calculating the subsequent year’s pension cost.

Actuarial gains and losses arise as a result of deviations from actuarial and experience-
based assumptions, as well as a different return than expected. These gains and losses are
recognised directly in equity in the period in which they arise. A change in the discount rate of
0.25 percentage points affects the total value of obligations by approximately SEK 767m.
Taking into account that 55% of plan assets are invested in equities, a 10% upturn/decline in
the total shareholding would lead to a change in value of approximately SEK 930m.
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NOTE 2 7 OTHER PROVISIONS
Acquisitions and Efficiency Current Legal

SEKm divesti it prog operations Tax risks  Environment disputes Other Total
Value, 1 January 1 785 27 259 361 30 232 1,695
Provisions during the year - 741 3 0 242 21 66 1,073
Utilisation during the year - -891 -10 0 -327 -5 -12 -1,245
Reclassifications - 205 -7 - 0 0 -7 191
Dissolved during the year - 0 -5 0 -3 -13 =75 -96
Translation differences - -13 -2 -1 -12 -1 -5 -34
Value, 31 December 1 827 6 258 261 32 199 1,584
Provisions comprise:
Short-term component 1,107
Long-term component a77

Other provisions amount to SEK 1,584m (1,695; 2,034). During the year, new provisions
were made totalling SEK 1,073m, of which SEK 741m relates to provisions for the restruc-
turing programme initiated in 2009 within the packaging business aimed at adapting the
operation’s capacity and costs, SEK 234m relates to the liability in 2009 for carbon dioxide
emissions, and SEK 131m to payroll taxes. Of the efficiency programmes’ provisions, SEK
891m was paid in 2009 and SEK 620m is expected to be paid in 2010, with the remaining

NOTE 28 OTHER NON-CURRENT LIABILITIES

SEKm 2009 2008 2007
Derivatives 75 92 3
Other non-current liabilities 110 122 130
Total 185 214 133

Of other non-current liabilities, SEK 34m (46; 48) falls due for payment later than within 5
years.

NOTE 29 OTHER CURRENT LIABILITIES

Other current liabilities

SEKm 2009 2008 2007
Liabilities to associates 5 5 2
Derivatives 280 550 57
Accrued expenses and prepaid income 8,071 7,592 6,647
Other operating liabilities 1,716 1,984 2,265
Total 10,072 10,131 8,961
Accrued expenses and prepaid income

Accrued social security costs 535 449 406
Accrued vacation pay liability 939 892 809
Other liabilities to personnel 1,297 1,197 1,118
Accrued financial expenses 181 427 265
Bonus and discounts to customers 2,511 2,241 1,732
Other items 2,608 2,386 2,317
Total 8,071 7,592 6,647

amount of SEK 207m to be paid in 2011. In addition, provisions for the efficiency-enhance-
ment programmes were increased by SEK 205m during 2009 due to reciassification to pro-
visions, of which SEK 88m from impairment of non-current assets, SEK 73m from interest-
bearing liabilities, SEK 35m from other operating liabilities and SEK 9m from other provi-
sions.

NOTE 30 LIQUIDITY RISK

The table below shows the Group’s liquidity risk regarding financial liabilities {including interest
payments), net settled derivatives that constitute financial liabilities and negative cash flows

from gross settled derivatives.

Liquidity risk

Less than 1-5 More than 5§
SEKm 1year years years
31 December 2009
Loans inciuding interest 14,238 24,452 8,565
Net settied derivatives -18 -90 178
Share swaps - - -
Energy derivatives 180 83 -
Trade payables 11,446 826 =
Total 25,846 25,271 8,743
Gross settled derivatives! 22,107 1561 -
31 December 2008
Loans including interest 14,600 30,337 15,043
Net settled derivatives 16 56 231
Share swaps 31 - -
Energy derivatives 242 92 -
Trade payables 13,155 1,000 -
Total 28,044 31,485 15,274
Gross settled derivatives" 21,686 166 -
31 December 2007
Loans including interest 22,722 15,719 7.677
Net settled derivatives 327 309 341
Share swaps 1 - -
Energy derivatives 3 1 ¢}
Trade payables 12,744 782 -
Total 35,797 16,811 8,018
Gross settled derivatives" 20,772 317 -

1 The gross settled derivatives have, largely, corresponding positive cash flows and therefore in
SCA's opinion do not constitute any real liquidity risk.
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NOTE 31 FINANCIAL INSTRUMENTS BY CATEGORY

The following categorisation has been conducted for financial instruments:

Distribution by level when measured at fair value

Of which Of which fair value by
Carrying Measured at Carrying amount 31 December 2009 Level
amount Loans Financial fairvalue Derivatives Available- Measured atfair  Derivatives Available-
inthe and assetsat through the used for  for-sale value through used for for-sate
balance receiv- amortised income hedge financial the income hedge financial
SEKm sheet ables cost i assets SEKm accountil assets 1 2 3
31 December 2009 31 December 2009
Non-current financial assets 1,832 77 18 695 1,042 Derivatives 163 847 - - 1,010 -
Other non-current assets 14 - 1 13 - Non-current financial
Trade receivables 16,103 16,108 - - - Zsefsfu fgsc'”di”g . B i 103 8 -
Other current receivables 217 - 89 128 - - -
Current financial assets 194 128 55 11 . Totalassets 163 8a7 1042 1,034 1,018 -
Cash and cash equivalents 5148 5148 - - - )
Total assets 23,508 21,456 163 sa7 g4z Dorvatves 337 460 = - T8 =
Total liabilities 337 450 - - 787 -
Non-current financial
liabifties 30,343 16,925 13,293 125 The table above specifies how financial instruments, excluding financial liabilities, were meas-
Other non-current liabiltties 7% - 1 4 ured at fair value in accordance with the fair value hierarchy with the following three levels:
Current financial liabifties 13,761 13,454 279 28 Level 1: Quoted prices on an active market for identical assets or liabilities, such as shares
Trade payables 12,272 12,272 - - or bonds quoted on the stock exchange.
Other current liabilities 280 - 57 223 Level 2: Other observable inputs for the asset or liability than quoted prices included in Level
Total liabilities 56,731 42,651 13,630 450 1, either directly {that is, price guotations) or indirectly {that is, obtained from price quota-
tions), such as forward contracts or interest-rate swaps.
31 December 2008 Level 3: Inputs for the asset or liability not based on observable market data, but containing
Non-current financial assets 1,656 82 48 812 714 the assumptions and estimates of management, for example, unquoted shares.
Other non-current assets 8 - 1 7 -
Trade receivables 18,364 18,364 - - -
Other current receivables 248 - 146 102 -
Current financial assets 642 186 451 5 -
Cash and cash equivalents 5,738 5,738 - - -
Total assets 26,656 24,370 646 926 714
Non-current financial
liabilities 38,859 24,086 14,579 194
Other non-current fiabilities 92 - 2 90
Current financial liabilities 13,170 12,792 360 18
Trade payabies 14,156 14,156 - -
Other current liabilities 550 - 280 270
Total liabilities 66,827 51,034 15,221 572
31 December 2007
Non-current financial assets 1,526 82 1 147 1,296
Other non-current assets 5] - 3 3 -
Trade receivables 17,607 17,607 - - -
Other current receivables 84 - 39 45 -
Current financial assets 366 274 90 2 -
Cash and cash equivalents 3,023 3,028 - - -
Total assets 22,612 20,986 133 197 1,296
Non-current financial
liabilities 20,247 8,114 11,789 344
Other non-current liabilities 3 - 2 1
Current financial liabilities 21,943 21,770 167 6
Trade payables 13,526 13,5626 -
Other current liabilities 57 - 46 1
Total liabilities 55,776 43,410 12,004 362
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NOTE 32 CONTINGENT LIABILITIES

SEKm 2009 2008 2007
Guarantees for:
employees 3 6 7
associates 30 35 38
customers and others 40 38 37
Tax disputes 311 471 420
Other contingent liabilities 70 72 107
Total 454 622 609

Contingent liabilities for tax disputes mainly relate to claims for additional taxes in Spain. The
claim by the Spanish tax authorities amounts to EUR 25,6m, including interest. The claim is
related to restructuring measures that the sellers of a Spanish company carried out prior to
SCA's acquisition of the company in 1997, SCA has provided a security for payment of the
tax, but is challenging the claim and assesses that the claim will not be upheld in court. Con-
sequently, no provision has been made in the closing accounts.

SCA entered into lease-out/lease-in transactions during 1996 with US banks as counter-
parties pertaining to the two LWC plants in Ortviken, Sweden. The terms of the contracts
were originally 32 and 36 years. However, SCA has the opportunity to cancel the transac-
tions in 2014 and 2015, respectively, without incurring any financial consequences. At the
time the transactions were effected, the net present value of the leasing amount which SCA
has undertaken to pay amounted to about SEK 4bn or USD 611m. This amount, in accord-
ance with the agreements, is partly deposited in accounts in banks with at least AA- rating,
and partly in US securities with an AAA rating. SCA carries the credit risk against the deposi-
tary banks. Should the rating of a depositary bank decline in the future, SCA has the possi-
bility to transfer the deposit to another bank with a better rating. Moreover, SCA is liable to
take such action if the depositary bank’s rating falls below A+.

The counterparties have accepted that the deposited funds are applied for the leasing
undertakings. The advance payments and deposits were netted during 1996 in the balance
sheet. Should SCA as the result of extraordinary events (of a force majeure nature) elect not
to fulfil, or cannot futfit the leasing contracts, SCA is liable to compensate the counterparties
for financial losses, which may be incurred as a result. Compensation varies during the dura-
tion and can amount to a maximum of about 12% of the present value of the leasing amount.
The agreements were composed and examined by legal experts in Sweden and the U.S.
and are considered to follow the standard practice for lease-out/ lease-in transactions.

During 2000, SCA also entered into a leasing transaction with US banks as counterpar-
ties pertaining to the Ostrand pulp mill in Timr4, Sweden. The term of the transaction was
originally 30 years. However, SCA has the opportunity to cancel the transactions in 2017
without incurring any financial consequences. At the time the transactions were effected, the
current value of the leasing amount that SCA has undertaken to pay amounted to about SEK
4bn or USD 442m. Of this amount, in accordance with the agreement, an amount corre-
sponding to SEK 3.6bn was partly invested in accounts in banks, partly in US securities,
which at the time of the agreement had an AA and AAA rating, respectively. In 2009, the
leasing transaction with one of the US banks was terminated prematurely. The value of out-
standing deposits and US securities subsequently amounted to SEK 1.8bn at 31 December
2009. SCA carries the credit risk against the depositary banks. Should the rating of a depos-
itary bank decline in the future, SCA has the possibility to transfer the deposit to another
bank with a better rating. SCA also has an obligation to exchange the US securities if their
rating falls below AA- or A, respectively. The rating of the original securities declined in 2008,
which resulted in SCA exchanging these securities for bank-guaranteed securities. The
counterparties have accepted that the deposited funds are applied for the leasing undertak-
ings. The advance payments and deposits were netted during 2000 in the balance sheet.
Should SCA as the result of extraordinary events (of a force majeure nature) elect not to fulfil,
or cannot fulfil the leasing contracts, SCA is liable to compensate the counterparties for eco-
nomic losses that maybe incurred as a result. Compensation varies during the duration and
can amount to a maximum of about 14% of the present value of the leasing amount. The
agreements, as in the 1996 transactions, were composed and examined by legal experts in
Sweden and the US and are considered to follow the standard practice for this type of trans-
action.

Financial statements
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In 2007, SCA entered into a sale and leaseback transaction with a European bank relating to
the new soda recovery boiler at the liner plant in Obbola, Sweden. The original term of the
contract is 25 years and SCA has a right to terminate the transaction in 2023 without any
financial consequences. The present value of SCA's future rental amounts amounted to SEK
671m, which was invested in a security with an AA rating issued by the counterparty and
deposited in a Swedish bank assigned to handle rental payments during the term of the con-
tract. Should the counterparty’s rating fall below BBB-, SCA is entitled, without incurring any
financial consequences, to terminate the transaction in advance. Should SCA as the result
of extraordinary events (of a force majeure nature) elect not to fulfil, or cannot fulfil the leasing
contract, SCA is liable to compensate the counterparty for any economic loss that may be
incurred as a result. Compensation varies during the term and can amount to a maximum of
15% of the transaction amount. SCA has the use of the facility without operational restric-
tions. The lease and depositary arrangement were recognised net in SCA's balance sheet in
2007.

The three vessels that are included in SCA'’s distribution system are owned and financed
by three bank-controlled companies. The vessels are operated by Rederi AB Transatlantic
under three so-called bare-boat charters and are placed at the disposal of SCA Transforest
by Rederi AB Transatlantic under three time charters. In the event that Rederi AB Transatlan-
tic does not fulfil its obligations to the owners, SCA Transforest is committed to assume the
bare-boat charters on behalf of Rederi AB Transatlantic or acquire the vessels.

In 2005, SCA signed an eight-year fixed-price agreement with a Swedish electricity sup-
plier for electricity deliveries to the company’s Swedish plants. The agreement covers
approximately 45% of estimated consumption at these plants. SCA signed a ten-year fixed-
price agreement with a Norwegian electricity supplier comprising electricity deliveries corre-
sponding to approximately 17% of the estimated consumption. The agreement with the
Norwegian supplier became effective in 2009.

NOTE 33 PLEDGED ASSETS

Total

Pledged assets

related to financial
SEKm liabilities Other 2009 2008 2007
Real estate mortgages 8 o} 8 484 482
Chattel mortgages 11 20 31 26 30
Other 0 140 140 140 123
Total 19 160 179 650 635

Liabilities for which some of these assets were pledged as collateral amounted to SEK Om
;1)
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NOTE 34 OTHER EXTERNAL COSTS

In 2009, Other external costs included a reversal of an impairment loss on a receivable in the
amount of SEK 9m (20). External costs also include consultancy fees, travel expenses,
management costs, and so forth. Fees and remuneration to auditors are included in the
amount of:

SEKm 2009 2008
PricewaterhouseCoopers

Audit assignments 8 10
Other assignments 8 6
Total 16 16
LEASING

Future payment commitments for non-cancellable operating leases are as follows:

SEKm 2009 2008
Within 1 year 31 50
Between 2 and 5 years 168 109
Later than 5 years 162 71
Total 361 230

Cost for the year for leasing of assets amounted to SEK 50m (46). Leased assets comprise
means of transportation, premises and technical equipment. In reality, such contracts can
be terminated early.

NOTE 35 PERSONNEL AND BOARD COSTS

Salaries and remuneration

SEKm 2009 2008

Board of Directors ), President, Executive Vice Presidents and

Senior Executives (5 (4)) 50 30
of which variable salary 19 1

Other employees 105 82

Total 155 112

"I Board fees decided by the Annual General Meeting amounted to SEK 4.6m (4.6). For further information,
see Note 6.

Social security costs

SEKm 2009 2008
Total social security costs 96 115
of which pension costs? 47 77

210f the Parent Company's pension costs, SEK 9m (25) pertain to the Board, President, Executive Vice
Presidents and senior executives. Former Presidents and Executive Vice Presidents and their survivors
are also included. The company’s outstanding pension obligations to these individuals amounts to SEK
300m (301).

Pension costs

SEKm 2009 2008
Self-administered pension plans
Costs excl. interest expense -8 39
Interest expense {recognised in personnel costs) 18 14
10 53
Retirement through insurance
Insurance premiums 21 11
Other 7 -1
38 63
Policyholder tax 1 0
Special payroll tax on pension costs 7 14
Cost of credit insurance, etc. 1 o]
Pension costs for the year 47 77

Premiums during the year for disability and family pension insurance with Alecta amounted
to SEK 4m (2). (See also Note 26 Pension Provisions, Page 89). Personnel costs also include
other personnel costs in the amount of SEK 13m (23).
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Average number of employees

2009 2008
Sweden 105 108
of whom women, % 50 49

Of the total number of Board members and senior executives, 9% (9) and 14% (14), respec-
tively, are women.

Absence due to illness, %

2009 2008
Total absence due to illness of normal working hours 2 1
Men 1 0
Women 2 1
Of which, continuous absence due to iliness of 60 days
or more comprises 40 23
Breakdown of absence due to iliness by age group, %
-29 30-49 50+
2 2 1
36 DEPRECIATION OF TANGIBLE AND INTANGIBLE
NOTE FIXED ASSETS
SEKm 2009 2008
Buildings 5 5
Land improvements 40 38
Machinery and equipment 1 1
Sub-total 46 44
Capitalised development costs 1 3
Total 47 47
NOTE 3 7 FINANCIAL ITEMS
SEKm 2009 2008
Income from particip 1s in Group comp
Dividends from subsidiaries 35,017 2,264
Interest income and similar profit/loss items
Interest income, external 163 0
Interest income, subsidiaries 197 163
Interest expenses and similar profit/loss items
Interest expenses, external 226 0
Interest expenses, subsidiaries -1,363 -2,485
Total 33,788 -78

NOTE 38 APPROPRIATIONS AND UNTAXED RESERVES

Of the Parent Company’s untaxed reserves, SEK 147m (136) pertains to accumulated
depreciation in excess of plan.
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NOTE 39 TAXES NOTE 40 INTANGIBLE FIXED ASSETS
Tax on profit for the year Capitalised expenditure for development costs
SEKm 2009 2008 SEKm 2009 2008
Tax income (), current tax expense {+), -485 11 Accumulated cost 35 35
Deferred tax expense (+), tax income (-) 52 -819 Accumulated depreciation -34 -33
Total -433 -808 Planned residual value 1 2
It::arrylng amount, 1 January 2 5
Reconciliation SEKm Y% SEKm % ';Wesm’?e:ts forth R 0
Tax expense 433 13 808  147.7 cepre_c'a onforneyesr - ‘:
Expected tax 8,769 26,3 153 280 arrying amount, 31 December 1
Difference -9,202 -27,6 -655 1197
Difference is due to: 4 1
Taxes related to prior periods 7 00 5 09 NOTE PROPERTY, PLANT AND EQUIPMENT
Non-taxable dividends from subsidiaries -9,209 -27.6 —631 1154 Machi "
lachinery an
Changed tax rate - - -n 1.9 Buildings Land equipment
Other non-taxable/non-deductible items 0 0,0 -18 33  SEKm 2009 2008 2009 2008 2000 2008
Total 8,202 -27,6 =855 1197  accumulated cost 151 150 1,811 1,734 16 17
Accumulated depreciation -78 -73 -604 -564 -15 -15
The Parent Company participates in the Group's tax pooling arrangement and pays the p
L ) . i R Accumulated write-ups - - 5,079 5,079 - -
majority of the Group's total Swedish taxes. The recognised current tax income represents Pl dresidual val
the portion of the Group's total Swedish taxes. Other Group companies that participate in anned residual value L4 ” 6,286 6,249 1 2
the tax-pooling arrangement have tax expenses totalling SEK 485m (~11). The Parent Com- Carrying amount, 1 January 77 82 6,249 6,121 2 2
pany's receivable from subsidiaries for taxes paid on their account is reported as current Investments 1 0 79 176 ~ 1
receivable from subsidiaries. Sales and disposals 0 0 D 10 _ _
Current tax expense (+), tax income (=) Depreciation for the year -5 -5 —40 -38 —1 —1
SEKm 2009 2008 Carrying amount, 31 December 73 77 6,286 6,249 1 2
Income tax for the period 485 11 Tax assessment value 38 37 15422 15422
Adjustments for pri iod ¢} - . .
! R Land includes forest land in the amount of SEK 5,817m (5,802).
Total -485 1
CURRENT TAX LIABILITY (+), TAX ASSETS (-)
The change to the current tax liability during the period is explained below:
SEKm 2009 2008
Balance, 1 January -18 -18
Current tax income/expense -485 AR
Paid tax 0 0
Tax expense/income, other Group companies 485 -11
Tax assets, 31 December -18 -18
DEFERRED TAX EXPENSE (+), TAX INCOME (-)
SEKm 2009 2008
Changes in temporary differences 45 -824
Adjustments for prior periods 7 5
Deferred tax expense (+} tax income (-} 52 -819
PROVISIONS FOR TAX
The change to the provisions for tax is explained below:
Carrying Deferred tax Carrying
SEKm amount, 1 Jan. expense amount, 31 Dec.
Land and buildings 1,385 6 1,31
Provisions for pensions -98 -2 -100
Tax loss carryforwards -1,078 47 -1,031
Other -48 1 —47
Total 161 52 213
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Notes
NOTE 42 SHARES NOTE 45 EQUITY
Subsidiaries Other companies The change in equity is shown in the financial report relating to Equity presented on page 62.
SEKm 2009 2008 2009 2008  The share capital and number of shares have increased since 1993 with new issues, conver-
Accumuiated cost 123,994 62,395 11 11 sions and splits as set out below:
Accumulated write-ups 140 140 0 0
Accumulated.impairment losses -140 -140 0 0 Year Event No. of shares st::rce'?arit:: mg“:lﬂs‘g:"";
Planned residual value 123,994 62,395 11 1 1993 Number of shares, 1 January 1993 172,303,839
Carrying amount, 1 January 62,395 56,657 1 11 Conversion of debentures and new
Investments 31,508 _ ~ _ 1993 subscription through warrants 1 4,030,286 40.3 119.1
Increase through acquisition of subsidiaries 30,001 5,738 - - New issue 1:10, issue price SEK 80 17,633,412 1763 1.410.7
Divestments 0 _ _ _ 1994 Conversion of debentures 16.285 0.2 -
Carrying amount, 31 December 123,904 62,395 1 11 1995 Conversion of debentures 3,416,113 34.2 -
1999 New issue 1:6, issue price SEK 140 32,899,989 329.0 4,579.0
The increase in 2009 is attributable to a capital injection of SEK 30,000m, subscriptiontoa 2000 Conversion of debentures 101,631 1.0 15.0
new share issue in the amount of SEK 1,598m and the distribution of all shares in a subsidi- 2001 New issue, private placement 1,800,000 18.0 18.0
ary valued at net worth of SEK 30,001m. 2002 New subscription through warrants IIB 513 0 0.1
The increase in 2008 through the acquisition of subsidiaries comprises a purchase from 2003  Conversion of debentures 1,127,792 11.3 288.4
another Group company. The company in question was subsequently used as a contribu- New subscription through warrants IIB 1,697,683 17.0 434.5
tion in kind to SCA Group Holding BV. 2004  Conversion of debentures 9,155 0.1 1.1
Parent Company’s holdings of sh and particip in subsidiaries, 31 D ber 2009 2007 Splt 311 470,073,396 - -
Carrying 2009 Number of shares, 31 December 2009 705,110,094
No.of Share of amount,
Company name Corp. Reg. No. Domicile shares equity,% SEKm SCA's share capital, 31 December 2009
Swedish subsidiaries: Share capital,
Fastighets- och Bostads- Number of votes Number of shares SEKm
aktiebolaget FOBOF 556047-8520 Stockholm 1,000 100 0  Ashares 10 103,035,353 343
SCA Forsakrings- B shares 1 602,074,741 2,007
aktiebolag 516401-8540 Stockholm 140,000 100 14 Total 705,110,094 2,350
SCA Kraftfastigheter AB  556449-7237 Stockholm 1,000 100 0
SCA Research AB 556146-6300 Stockholm 1,000 100 0 The par value of the Parent Company’s shares amounts to SEK 3.33.
SCA Hedging AB 556666-8553 Stockholm 1,000 100 0 Treasury shares at the beginning and at the end of the year amounted to 2,767,605
Foreign subsidiaries: shares. Shares were held as part of the employee stock option programmes that expired in
SCA Group Holding BY 33181970 Amsterdam 246,347 100 89,508 2008 and 2009.
SCA Packaging
Coordination Center NV~ BTWBE 864.768.955  Diegem 1,079,999 100 985
fn(;ﬁ(:t?:g?\?\l/ng BTW BE 0421.120.154 Diegem 731,279 100 1,708 NOTE 46 PROVISIONS FOR PENSIONS
SCA Capital NV 0810.983.346 Diegem 999,999 100 30,001
SCA UK Holdings Ltd 03665635 Dunstable 1 0 o TheParent Company has both defined-contribution and defined-benefit pension plans.
SCA Finanziaria S.p.A 01307260461 Milano 15,579,200 75 1598 Below is a description of the Parent Company’s defined-benefit plans.
ofsubsiciaries 123084  PRIPENSIONS
Pension liabilities pertaining to PRI pensions have been secured through a common Swed-
ish SCA pension fund. The market value of the Parent Company's portion of the foundation’s
43 RECEIVABLES FROM AND LIABILITIES TO assets at 31 December 2009 amounted to SEK 56m (39). In the past two years, no compen-
NOTE SUBSIDIARIES sation has been received. The capital value of the pension obligations at 31 December 2009
amounted to SEK 78m (71). Pension payments of SEK 2m {2) were made during 2009.
SEKm 2009 2008  Since the value of the assets in 2009 is below that of the pension obligations in the amount
Non-current assets of SEK 22m (32), this is recognised as a provision in the balance sheet. The provision is
Interest-bearing receivables 269 _  included below.
Total 269 ~  OTHER PENSION OBLIGATIONS
Current assets Note 6 Personnel and Board costs in the Group’s notes describes the other defined-benefit
Other receivables 2,281 1580  Ppension plans that the Parent Company offers. The table below shows the change between
Total 2,281 1500 theyears.
Current liabilities Capital value of pension obligations relating to self-administered pension plans
Interest-bearing liabilities 70,573 47,647  SEKm 2009 2008
Other liabilities 4,229 3,897  Balance, 1January 419 341
Total 74,802 51,544 Compensation received for take-over of pension obligation - 42
Cost excluding interest expense -8 39
Interest expense (reported in personnel costs) 18 14
4 4 Payment of pensions -14 -17
NOTE OTHER CURRENT RECEIVABLES Balance, 31 December 215 219
SEKm 2009 2008 Eyternal actuaries have carried out capital value calculations pursuant to the provisions of
Prepaid expenses and accrued income 15 16 the Swedish Act on Safeguarding of Pension Obligations. The discount rate is 4.2% (4.0).
Other receivables 108 107
Total 123 123
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NOTE 47 NON-CURRENT INTEREST-BEARING LIABILITIES

Carrying amount Fair value
SEKm 2009 2008 2009 2008
Gther non-current loans with a term >1 yrs <5 yrs 5,363 - 5,689 -
Other non-current loans with a term >5 yrs 2,203 - 2,004 —-
Total 7,566 - 7,693 -
NOTE 48 OTHER CURRENT LIABILITIES
Other current liabilities
SEKm 2009 2008
Accrued expenses and prepaid income 167 54
Current provisions for efficiency-enhancement programmes 2 14
Other operating liabilities 9 7
Total 178 75
Accrued expenses and prepaid income
SEKm 2009 2008
Accrued interest expenses 57 -
Accrued social security costs 21 7
Accrued vacation pay liability 9 10
Other liabilities to personnel 47 -
Other items 33 37
Total 167 54
NOTE 49 CONTINGENT LIABILITIES
SEKm 2009 2008
Guarantees for subsidiaries 43,913 50,840
Other contingent liabilities 17 15
Total 43,930 50,855

In addition, the Parent Company has signed subsidiary guarantees for 19 Dutch companies.
The Parent Company guarantees all the companies’ obligations as if they were its own debt.

The Parent Company has issued a guarantee in relation to the Group’s UK pension plan
in the event of the plan being dissolved or one of the companies covered by the plan becom-
ing insolvent.

The Parent Company is also a guarantor for all the subsidiary SCA Graphic Sundsvall
AB’s obligations according to contracts regarding physical deliveries of electric power
between 2006 and 2013.

NOTE 50 PLEDGED ASSETS

Other
interest-bearing Total Total
SEKm liabilities Other 2009 2008
Real estate mortgages - - - 481
Chattel mortgages 20 - 20 20
Other - 135 135 135
Total 20 135 155 636

Financial statements
Notes

NOTE 5 1 FINANCIAL INSTRUMENTS BY CATEGORY

The accounting principles for financial instruments are applied for the items below.

The financial instruments in the Parent Company are classified as loans and receivables
for assets, and other financial liabilities measured at amortised cost for liabilities. No other
categories have been utilised over the last two years. These balance sheet items are not fully
reconcilable since they may include items that are not financial instruments.

Loans and receivables

SEKm 2009 2008
Assets in the balance sheet

Financial assets

Interest-bearing receivables 130 132
Interest-bearing receivables from subsidiaries 269 -
Current assets

Receivables from subsidiaries 112 30
Other current receivables 70 75
Cash and bank balances - 0
Total 581 237
Fir ial liabilities d at amortised cost

SEKm 2009 2008
Liabilities in the balance sheet

Non-current liabilities

Interest-bearing liabilities 7,566 -
Current liabilities

Liabilities to subsidiaries 70,792 48,227
Accounts payable " 27
Other current liabilities 57 -
Total 78,426 48,254

NOTE 52 ADOPTION OF THE ANNUAL ACCOUNTS

The annual accounts are approved by SCA's Annual General Meeting and will be presented
for approval at the Annual General Meeting on 26 April 2010.
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Proposed distribution of earnings

Annual accounts 2009

Distribution of earnings, Parent Company
Distribution equity in the Parent Company:

retained earnings 5,085,445,478
net profit for the year 33,774,029,745
Total 38,859,475,223
The Board of Directors and the President proposes:

to be distributed to shareholders, a dividend of SEK 3.70 per share 2,598,667,209"
to be carried forward 36,260,808,014
Total 38,859,475,223

Stockholm, 24 February 2010

The Board of Directors and President declare that the Annual Report has been prepared in accordance with generally
accepted accounting principles, that the consolidated financial statements have been prepared in accordance with the inter-
national financial reporting standards referred to in European Parliament and Council of Europe Regulation (EC) No. 1606/2002
of 19 July 2002, on application of international financial reporting standards, that disclosures herein give a true and fair view of
the Parent Company’s and Group’s financial position and results of operations, and that the statutory Board of Directors’
Report provides a fair review of the Parent Company's and Group’s operations, financial position and resuits of operations and
describes material risks and uncertainties facing the Parent Company and the companies included in the Group.

Sverker Martin-L6f
Chairman of the Board

Rolf Bérjesson Séren Gyll Tom Hedelius Leif Johansson Lars Jonsson
Board member Board member Board member Board member Board member
Anders Nyrén Orjan Svensson Barbara Milian Thoralfsson Thomas Wiklund
Board member Board member Board member Board member

Jan Johansson
President and CEO

Our audit report was submitted on 24 February 2010
PricewaterhouseCoopers AB

%/L;

Anders Lundin
Authorised Public Accountant

') Based on the number of outstanding shares at 31 December 2009, The amount of the dividend may change if any treasury share transactions
are executed before the record date, 29 April 2010.
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Audit report

Financial statements

To the Annual Meeting of Shareholders in Svenska Cellulosa
Aktiebolaget SCA (publ) Corporate identity number 556012-6293

We have audited the annual accounts, the consolidated accounts, the
accounting records and the administration of the Board of Directors and the
President of Svenska Cellulosa Aktiebolaget SCA (publ) for the year 20089.
The company’s annual accounts and the consolidated accounts are
included in the printed version of this document on pages 10-98. The Board
of Directors and the President are responsible for these accounts and the
administration of the company as well as for the application of the Annual
Accounts Act when preparing the annual accounts and application of Inter-
national Financial Reporting Standards, IFRS, as adopted by the EU and the
Annual Accounts Act when preparing the consolidated accounts. Our
responsibility is to express an opinion on the annual accounts, the consoli-
dated accounts and the administration based on our audit.

We conducted our audit in accordance with generally accepted auditing
standards in Sweden. Those standards require that we plan and perform the
audit to obtain reasonable assurance that the annual accounts and the con-
solidated accounts are free from material misstatement. An audit includes
examination, on a test basis, evidence supporting the amounts and disclo-
sures in the accounts. An audit also includes assessing the accounting poli-
cies used and of their application by the Board of Directors and the Presi-
dent and significant estimates made by the Board of Directors and the Presi-
dent when preparing the annual accounts and consolidated accounts as
well as evaluating the overall presentation of information in the annual
accounts and the consolidated accounts. As a basis for our opinion con-
cerning discharge from liability, we examined significant decisions, actions
taken and circumstances of the company in order to be able to determine
the liability, if any, to the company of any Board member or the President. We
also examined whether any Board member or the President has, in any other
way, acted in contravention of the Companies Act, the Annual Accounts Act

or the Articles of Association. We believe that our audit provides a reasona-
ble basis for our opinion set out below.

The annual accounts have been prepared in accordance with the Annual
Accounts Act and give a true and fair view of the company’s financial posi-
tion and results of operations in accordance with generally accepted
accounting principles in Sweden. The consolidated accounts have been
prepared in accordance with International Financial Reporting Standards
(IFRS) as adopted by the EU and the Annual Accounts Act and give a true
and fair view of the Group’s financial position and results of operations. The
statutory Board of Directors’ Report is consistent with the other parts of the
annual accounts and the consolidated accounts.

We recommend to the Annual General Meeting of shareholders that the
income statements and balance sheets of the Parent Company and the
Group be adopted, that the profit of the Parent Company be dealt with in
accordance with the proposal in the Board of Directors’ Report, and that the
members of the Board of Directors and the President be discharged from lia-
bility for the financial year.

Stockholm, 24 February 2010

PricewaterhouseCoopers AB

(Lo e

Anders Lundin
Authorised Public Accountant
Auditor-in-charge

Independent assurance report relating to Sustainability Report

Pages 52-55 of this document contain an extract of the Sustainability Report. A complete Sustainability Report has been prepared by the company, which
contains our full assurance report. Based on our review, nothing has come to our attention that causes us to believe that the sustainability report has not, in
all material respects, been prepared in accordance with the criteria stipulated in the full version of the assurance report.

Stockholm, 24 February 2010

PricewaterhouseCoopers AB

(L e

Anders Lundin
Authorised Public Accountant

Fredrik Ljungdahl
Expert member, FAR SRS
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SCA Data

Multi-year summary

SEKm 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000
INCOME STATEMENT

Net sales 110,857 110,449 105913 101,439 96,385 89,967 85,338 88,046 82,380 67,157
Operating profit" 8,190 8,554 10,147 8,505 1,928 7,669 7,757 9,101 9,492 10,534
Personal Care 3,235 2,912 2,960 2,799 2,474 2,429 2,403 2,588 2,080 -
Tissue 3,946 2,375 1,724 1,490 1,577 2,026 2,418 2,899 2,393 -
Hygiene Products - - - - - - - - - 2,909
Packaging 413 1,493 2,651 2,072 1,775 2,604 2,482 3,065 3,286 2,977
Forest Products 2,503 2,207 2,870 2,475 1,886 1,777 1,559 1,986 2,976 2,720
Fine paper and wholesale - - - - - - - - - 644
Other operations? -1,907 —433 -58 -331 -5,784 -1,167 25 -300 -233 2,013
Goodwilt amortisation - - - - - - -1,130 -1,137 -1,010 -729
Financial income 158 246 193 179 156 453 544 409 380 531
Financial expenses -1,802 -2,563 -2,103 -1,851 -1,851 -1,537 -1,334 —1,432 -1,782 —1,738
Profit before tax 6,546 6,237 8,237 6,833 433 6,585 6,967 8,078 8,090 9,327
Tax -1,716 -639 -1,076 -1,366 21 -1,393 -1,861 -2,341 -2,444 -2,133
Minority interests - - - - ~ - -31 -44 -59 -46
Profit for the year® 4,830 5,598 7,161 5,467 454 5,192 5,075 5,693 5,587 7,148
BALANCE SHEET

Non-current assets (excl. financial receivables) 111,745 113,866 104,150 95994 101,840 96,162 77,885 75,462 76,967 60,962
Receivables and inventories 30,605 36,121 33,793 29,907 29,356 25,681 22,880 24,765 23,338 21,765
Non-current assets held for sale 106 102 55 2,665 68 - - - - -
Financial receivables 2,062 2,499 3,663 2,970 2,035 682 4,146 6,151 3,888 3,497
Short-term investments 194 642 366 409 237 128 749 306 406 502
Cash and bank balances 5,148 5,738 3,023 1,599 1,684 3,498 1,696 2,520 2,189 1,440
Total assets 149,859 158,968 145050 133,544 135220 126,151 107,356 109,204 106,788 88,166
Equity 67,156 66,450 63,590 58,299 56,343 54,350 49,754 47,983 45,983 39,898
Minority interests 750 802 689 664 767 768 751 687 736 612
Provisions 13,351 18,292 14,199 14,240 17,035 16,962 13,620 14,773 14,870 13,242
Interest-bearing debt 44,766 52,886 42,323 38,601 39,036 35,021 25,429 27,498 27,746 18,694
Operating and other non-interest bearing liabilities 23,836 25,538 24,249 21,740 22,039 19,050 17,802 18,263 17,453 15,720
Total liabilities and equity 149,859 158,968 145,050 133,544 135220 126,151 107,356 109,204 106,788 88,166
Capital employed4 112,264 105,955 96,368 96,192 95,341 87,208 71,687 71,863 67,878 57,501
Net debt, incl. pension liabilities —40,430 -47,002 -37,368 -36,399 -39,826 -34,745 -22,306 -23,809 -23,861 15,880
CASH-FLOW STATEMENT

Operating cash flow 14,133 7,813 8,127 6,304 7,471 8,837 10,102 12,421 14,206 9,005
Cash flow from current operations 11,490 3,810 4,508 2,772 4,362 5,688 8,134 8,620 11,249 6,652
Cash flow before dividend 8,483 7 1,473 1,538 1,768 -6,276 901 -865 -4,254 10,609
Current capital expenditures, net —4,037 ~-5,353 -5,165 -5,672 —4,859 -4,270 -3,902 -3,523 -3,479 -2,245
Strategic capital expenditures -3,031 -3,109 -1,342 -935 -2,086 -2,398 -2,949 -2,823 -1,469 -1,121
Acquisitions -51 -1,764 -4,545 -323 -428 -9,340 —4,808 6,483  -13,286 -2,349
KEY RATIOS®

Equity/assets ratio, % 45 42 44 44 42 44 47 45 44 46
Interest coverage, multiple 5.0 3.7 5.3 5.1 1.3 71 9.8 8.9 6.8 8.7
Debt payment capacity incl. pension liabilities, % 31 26 35 29 27 35 54 47 51 49
Debt/equity ratio, incl. pension liabilities, multiple 0.60 0.70 0.58 0.62 0.70 0.63 0.44 0.49 0.51 0.39
Return on capital employed, % 7 8 11 9 2 9 1 13 14 18
Return on capital employed, excluding items affecting comparability, % 9 8 10 9 8 10 10 13 14 15
Return on equity, % 7 9 12 9 1 10 10 12 13 20
Operating margin, % 7 8 10 8 2 9 9 10 12 16
Operating margin, excluding items affecting comparability, % 9 8 9 8 8 9 9 10 12 13
Net margin, % 4 5 7 6 0 6 6 6 7 11
Capital turnover rate, multiple 0.99 1.04 1.10 1.05 1.01 1.03 1.19 1.23 1.21 117
Operating cash flow per share, SEK 16.36 5.42 6.42 3.95 6.22 812 11.66 12.37 16.13 9.50
Earnings per share, SEK 6.78 7.94 10.16 7.75 0.61 7.37 7.28 8.18 8.02 10.21
Dividend per share, SEK 3.709 3.50 4.40 4.00 3.67 3.50 3.50 3.20 292 2.58

"Operating profit distributed pro forma for 2000.

212009, 2007, 2005 and 2004 include items affecting comparability of SEK -1,458m, SEK 300m, SEK -5,365m and SEK -770m, respectively. 2000 includes capital gain from the sale of Modo Paper of SEK 2,031m.

3 Earnings in Sweden were charged with deferred tax of 28% from the years 2000-2003.
4 Calculation of average capital employed based on five measurements.

5 Key ratios are defined on page 104.

8 Board proposal.
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SCA Data

Comments to the multi-year summary

Income statement

Sales

In 2001, sales rose by slightly more than 20% as a
result of the acquisitions of Georgia-Pacific Tis-
sue and Tuscarora in North America. During the
period 2002-2004, SCA continued to grow by
acquiring companies, which contributed to a fur-
ther increase in sales of 17% up to the end of
2005. In 2006, the Group launched more new
products than ever before and as a result of the
growth in volume, SCA'’s net sales exceeded SEK
100bn for the first time. In 2008, sales increased
by 4% compared with the previous year and
amounted to slightly more than SEK 110bn. Sales
in Personal Care and Tissue rose, while Packag-
ing and Forest products declined. In 2009, sales
continued to rise slightly, mainly in Personal Care
and Tissue, while Packaging reported a decline.
During the ten-year period, the Group’s sales
increased by about 5% annually (CAGR).

Operating profit

Operating profit for 2000 included a capital gain
from the sale of the fine paper operations. The
capital gain, combined with the strong operating
profit from the other business areas, meant that
the Group was abile to report a record high oper-
ating profit. Operating profit rose by 54% for
Hygiene Products in 2001, which is partly attrib-
utable to the acquisition of Georgia-Pacific Tis-
sue. Packaging and Forest Products also contin-
ued to perform well in 2001 and, as a resulit, a new
record-high operating profit, adjusted for nonre-
curring effects, could be reported. The increase
for Personal Care products and Tissue continued
in 2002. The increase, which was 24% for Per-
sonal Care products, can be attributed to volume
growth and lower raw material and production
costs. The improvement for Tissue amounted to
21% and is explained by the acquisition of Car-
tolnvest as well as lower raw material and pro-
duction costs. The operating profit in 2002 for
Packaging and Forest Products fell as a result of
lower prices.

Personal Care did not reach the 2002 profit level
until 2006. This business area had been under
pressure from rising raw material costs and
intense competition, although growth was favour-
able in both established and new markets. Earn-
ings improved further in 2007. In 2008, operating
profit was stable, while it increased 11% in 2009
as a result of an improved product mix, higher
prices and lower raw material costs.

In the Tissue business area, earnings from
acquisitions have not compensated for lower
prices, higher raw material and energy costs and
the negative effects of currency movements. This
has resulted in a gradual decline in operating
profit since 2002. In 2007, this negative trend was
reversed and operating profit increased once
again. With effect from the fourth quarter of 2007,
the acquisition of Procter & Gamble’s tissue unit
is included in SCA’s Tissue operations, which had
a positive impact on earnings. In 2008, earnings
increased mainly as a result of acquisitions and
higher prices and volumes, which were offset by
higher costs for raw materials. To date, 2009 was
the strongest year for Tissue. Prices rose at the
same time as raw material prices declined. SCA
invested in emerging markets, including Russia,
which also contributed to the positive earnings
trend.

Packaging’s operating profit declined in 2002
and 2003 from the record year of 2001, but
improved again in 2004, before sustained price
reductions caused lower profit levels in 2005. In
2006, prices improved gradually, first for contain-
erboard, which led to increases in the price of
corrugated board, resulting in a slight improve-
ment in profits. Packaging also implemented suc-
cessive price increases for corrugated board in
2007. SCA sold its North American packaging
operations in the first quarter of 2007. However,
operating profit declined sharply in 2008 due to
the financial crisis and the ensuing recession.
Production cutbacks in liner operations and lower
demand for corrugated board caused a deteriora-
tion in earnings. The recession continued in 2009

and the result from Packaging declined 72%
compared with 2008. However, savings from the
restructuring programme initiated during the year,
combined with lower prices for raw materials,
contributed positively.

For Forest Products, earnings declined after
the record 2001 year as a result of lower prices
and negative exchange-rate movements. Earn-
ings subsequently improved at a gradual pace
and the business area reported its second high-
est profit to date in 2007. The earnings improve-
ment was mainly an effect of higher prices. Deliv-
eries of publishing papers and solid-wood prod-
ucts were stable in 2008, but earnings contracted
due to increased costs for raw materials, energy
and timber. In 2009, earnings improved, primarily
for publishing paper, where higher prices and
lower raw material costs made a positive contri-
bution.

Cash-flow statement

in 2009, SCA focused on improving cash flow,
which was strengthened during the year. As part
of these efforts, current expenditures were
reduced compared with prior years, while expan-
sion investments to strengthen organic growth
were given priority. A total of SEK 65bn has been
invested in expansion during the reported ten-
year period, of which SEK 43bn is attributable to
company acquisitions. Maintenance investments
amounted to SEK 43bn and have remained at a
steady level of around 4% in relation to sales.

Key ratios

During the reporting period, the Group’s dividend
rose from SEK 2.58 to the proposed SEK 3.70,
corresponding to an annual increase of approxi-
mately 5%. The proposed dividend of SEK 3.70
per share corresponds to an increase of SEK
5.7% compared with the preceding year.
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S5CA Data

Description of costs

SCA Group

Personal Care

Packaging

Total operating expenses': SEK 101,244m
W Sales and administration
expenses?, 16%
MR Energy, 7%
B Transport and distribution
expenses, 12%
s+ Other costs of goods sold®, 32%
Raw materials and consumables, 33%

(>

Total operating expenses: SEK 22,481m
W& Sales and administration
expenses, 29%
M Energy, 1%
R Transport and distribution
expenses, 10%
iz Other costs of goods sold, 26%
Raw materials and consumables, 34%

&8

Total operating expenses: SEK 27,946m
8 Sales and administration
expenses, 12%

M Energy, 6%

W Transport and distribution
expenses, 11%

## Other costs of goods sold, 35%
Raw materials and consumables, 36%

Of which Of which Of which
Pulp 6% Puip 8% Paper 16%
Paper 5% Super absorbents 8% Recovered paper 6%
Recovered paper 5% Non-woven 6% Other 14%
Timber, chips 3% Other 12% Total Raw materials and consumables 36%
Super absorbents 2% Total Raw materials and consumables 34%
Non-woven 1%
Other? 1%
Total Raw materials and consumables 33%

Tissue Forest Products

HExcluding item affecting comparability.

2 Sales and administration expenses include costs for marketing
(4 percentage points).

3 The two largest items of Other costs of goods sold comprise
personnel (13 percentage points) and depreciation (6 percentage
points).

4The item Other in Raw materials and consumables includes costs
for chemicals, packaging material and plastic material.

Total operating expenses: SEK 37,479m
¥ Sales and administration
expenses, 14%
W Energy, 9%
M Transport and distribution '
expenses, 12%

Other costs of goods sold, 33%

Raw materials and consumables, 32%

Total operating expenses: SEK 14,480m
8 Sales and administration
expenses, 4%
W8 Energy, 8%
MR Transport and distribution
expenses, 15%

Other costs of goeds sold, 38%
Raw materials and consumables, 35%

Of which Of which

Pulp 12% Timber, chips 18%
Recovered paper 6% Other 17%
Other 14% Total Raw i ials and consumabl 35%
Total Raw materials and consumables 32%

Raw materials, energy and transports 2009

Timber/chips

Market pulp

Recovered paper

@ Personal Care, 0%
B Tissue, 9%

M Packaging. 16%

#  Forest Products, 75%

Total of 9.1 million cubic metres
Of which, 46% from own forest and 54% purchased externally

¥ Personal Care, 21%
M Tissue, 72%

M Packaging, 0%

“# Forest Products, 7%

%@?ﬁ\

Total of 1.8 million tonnes
Of which, 41% from own pulp milis and 59% purchased externally

Energy

Transports

M Electricity, 24%
M Fossil fuels, 43%
B Biofuels, 33%

Total of 28 TWh
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W By sea, 72%
8 Other means of transport, 28%

35.1 billion tonne kilometres

M Personal Care, 0%
M Tissue, 37%

W Packaging, 42%

#% Forest Products, 21%

Total of 4.0 million tonnes
Of which, 37% from own collection and 63% purchased externally



SCA Data

u [ ]
I ro d u Ct I O n C a p aC Ity (Capacity is stated in thousands of tonnes, uniess otherwise indicated, and per year)

Tissue Packaging
Mill Country Capacity Production plant Country Corrugated board Kraftliner Testliner/fluting
Box Hill Australia 53 Corrugated board Asia 537
Ortmann Austria 124 Austria 60
Stembert Belgium 75 Belgium 140
Santiago (" Chile 61 Czech Republic 65
Bogota® Colombia 35 Denmark 120
Medellin () Colombia 39 Estonia 24
Lasso™ Ecuador 24 Finland 40
Le Theil France 82 France 190
Orleans France 35 Germany 480
Mainz-Kostheim Germany 106 Greece 65
Mannheim Germany 266 Hungary 60
Neuss Germany 105 ltaly 460
Witzenhausen Germany 30 Lithuania 30
Altopascio Italy 25 Netherlands 180
Collodi Italy 42 Norway* 5
Lucca Italy 140 Potand 80
Ecatepec Mexico 69 Romania 40
Monterrey Mexico 57 Russia 57
Uruapan Mexico 36 Spain 162
Friesland @ Netherlands 8 Sweden 110
Kawerau New Zealand 61 Switzerland 40
Drammen Norway 22 Turkey 100
Sovetsk Russia 30 United Kingdom 35
Svetogorsk Russia 43
LaRiba Spain 26  Containerboard
Mediona Spain 45 Aschaffenburg Germany 350
Valls Spain 120 Witzenhausen Germany 330
Jonkoping Sweden 21 Lucca ltaly 420
Lilla Edet Sweden 100  DeHoop Netherlands 350
Chesterfield United Kingdom 31 Munksund Sweden 360
Manchester United Kingdom 50  Obbola Sweden 300 125
QOakenholt United Kingdom 68 Total 3,080 660 1,575
Prudhoe United Kingdom 87 The total number of facilities amounts to about 200.
Barton us 180 *Converting oniy.
Flagstaff us 53
Menasha us 211
South Glens Falls Us 75
Total 2,615
Personal Care Forest Products
Production plant Country Solid-wood
Buenos Aires (1 Argentina . . SC and Market CTMP Total pulp products
| X Mill Country Newsprint LWC paper pulp pulp and paper 1,000 m?
Springvale Australia - -
. Laakirchen Austria 510 510
Drummondville Canada ) )
. . Aylesford (1} United Kingdom 410 410
Santiago (" Chile )
) ) Ortviken Sweden 390 430 880
cai Colombia Ostrand Sweden 430 90 520
' ! stran Wi
Rio Negro( Colombia
_ Munksund Sweden 400
Cairo () Egypt
. Bolista Sweden 450
Linselles France
Tunadal Sweden 350
Amman{! Jordan i
_ Rundvik Sweden 250
Shah Alam Malaysia ) R
) Vilhelmina Sweden 120
Ecatepec Mexico
Stugun Sweden 150
Gennep Netherlands
Holmsund Sweden 100
Hoogezand Netherlands
Total 800 1,000 430 90 2,320 1,820
Henderson New Zealand
Olawa Poland
Jeddah Saudi Arabia
1
Gemerska Horka Slovakia E; Joint venture. .
Kliprivier (1 South Africa Non-woven production.
MéInlycke Sweden
Falkenberg Sweden
Ksibet el Mediouni (" Tunisia
Annaba (! Algeria
Bowling Green us
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Definitions and key ratios”

Capital definitions

Capital employed The Group's and business area's capi-
tal employed calculated as an average of the balance
sheet's total assets, excluding interest-bearing assets and
pension assets, less total liabilities, excluding interest-bear-
ing liabilities and pension liabilities.

Equity The equity reported in the consolidated balance
sheet consists of taxed equity increased by the equity por-
tion of the Group’s untaxed reserves and minority interests.
(Deferred tax liability in untaxed reserves has been calcu-
lated at a 26.3% rate for Swedish companies and at the
applicable tax rate for foreign companies in each country
outside Sweden.)

Net debt The sum of consolidated interest-bearing liabili-
ties, including pension liabilities and accrued interest less
cash and cash equivalents and interest-bearing current and
non-current receivables and capital investment shares.

Financial measurements

Equity/assets ratio Equity expressed as a percentage of
total assets.

Dent/equity ratio Expressed as net debt in relation to
equity.

interest coverage ratio Calculated according to the net
method where operating profit is divided by financial items.

Cash earnings Calculated as profit before tax, with a
reversal of depreciation and impairment of tangible and
intangible assets, share of profits of associates, and nonre-
curring items, reduced by tax payments.

Debt payment capacity Expressed as cash earnings in
relation to average net debt.

Operating surplus Expressed as operating profit before
depreciation/impairment of tangible and intangible assets
and share of profits of associates.

Qperating cash flow The sum of operating cash surplus
and change in working capital, with deductions for current
capital expenditures in property, plant and equipment and

restructuring costs.

GCash flow from current operations Operating cash flow
less net financial items and tax payments and taking into
account other financial cash flow.

Strategic investments Strategic investments increase
the company’s future cash flow through acquisitions of
companies, capital expenditures to expand facilities, or new
technologies that boost SCA's competitiveness.

Current capital expenditure Investments to maintain
competitiveness, such as maintenance, rationalisation and
replacement measures or investments of an environmental
nature.

Margins, etc.

Operating surplus margs: Operating surplus as a per-
centage of net sales for the year.

Operating margin Operating profit as a percentage of net
sales for the year.

Net margin Profit for the year as a percentage of net sales
for the year.

Capitai turnover Net sales for the year divided by average
capital employed.

Profitability ratios

Aeturn on capital employec Return on capital employed
is calculated for the Group as operating profit as a percent-
age of average capital employed.

Return on equity Return on equity is calculated for the
Group as profit for the year as a percentage of average
equity.

Other measurements

Value added per employe« Operating profit plus salaries,
wages and payroll expenses divided by the average number
of employees.

" Calculations of key ratios are mainly based on guidelines issued by the Swedish Society of Financial Analysts. Averages are calculated based on five metrics.

Glossary

AFH (Away-From-Home} Tissue sold to bulk consumers
such as restaurants, hospitals, hotels, offices and industrial
premises.

Coating A surface treatment applied to paper or corru-
gated board packaging. Provides a smooth surface with
good printing properties.

Consumer packaging Packaging sold together with its
contents to the end-consumer.

Caonsuimer tissue Includes toilet and kitchen paper, nap-
kins and paper handkerchiefs.

Containerboard The collective name for liner and fluting.

Converting plant Produces finished packaging from cor-
rugated board sheets supplied by a corrugated board plant
or an integrated packaging plant.

Corrugated board Two outer layers of paper with an inter-
mediate layer of fluting/folded paper (see liner and fluting).

Corrugated board plant Produces corrugated board that
is then converted into finished packaging.

CTMP (Chemical thermo mechanical pulp) A high-
yield pulp produced through the mechanical defibration in a
refiner of preheated, chemically pretreated softwood.

Fluting The rippled middle layer in corrugated board, pro-
duced from semi-chemical pulp or recycled paper.

FSC ~ Forest Stewardship Council an international
organisation working to ensure responsible forest manage-
ment. FSC has developed principles for responsible forestry
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that can be applied for certifying forest management and
that facilitate FSC labelling of wood products from FSC cer-
tified forests.

Liner The surface layer of corrugated board. Available in
various grades, such as kraftliner (based on fresh wood
fibre) and testliner (based on recovered fibre).

LWC paper Light Weight Coated paper is a coated paper
with a high mechanical pulp content. Used for high quality
magazines and advertising materials with demanding col-
our- printing requirements.

Market pulp Pulp thatis dried and sold on the open
market.

Mechanicat pulp Debarked wood that is ground or
chipped for mechanical refining to separate the fibres to
form puip.

Mis ar m3sub Solid cubic metre under bark. Specifies the
volume of timber excluding bark and tops. Used in felling
and the timber trade.

Mo Forest cubic metre Volume of timber including tops
and bark, but excluding branches. Used to describe the for-
est portfolio of standing forest. Growth is also specified in
forest cubic metres.

Newsprint Paper for newspapers produced from
mechanical pulp based on fresh wood fibre or recovered
fibre.

Personal care Here defined as incontinence care, baby
diapers and feminine care.

Point-of-sale packagmg Is used both to protect the
goods and to promote the product in the store.

Productive forest land Land with a productive capacity
that exceeds one cubic metre of forest per hectare annually.

Protective packaging Packaging that comprises material
that protects the contents from vibrations, knocks or tem-
perature fluctuations. The material ranges from foam plas-
tics to corrugated board.

Recovered fibre Fibre based on recycled paper.

SC paper Supercalendered publication paper with a high
gloss surface and with a high content of mechanical and/or
recycled pulp. Mainly used for catalogues, magazines and
advertising materials.

Solid-wood products. Wood sawn into various dimen-
sions/ sizes: planks, joists, etc.

Super absorbents Collective name of a number of syn-
thetic absorbent materials based on polymers. Important
material in personal care products such as diapers and
pads.

TCF puip Pulp that is bleached without using chiorine in
any form.

Transport packaging Mainly used when transporting
goods from production to customer. The most commonly
used material is corrugated board.

Wood fibre Wood fibre from felled trees (fresh wood fibre).



Annual General Meeting and Nomination Committee

The Annual General Meeting of Svenska Cellulosa Aktie-
bolaget SCA will be held on Monday, 26 April 2010 at 3
p.m. in Tonhallen, Universitetsallén 22, Sundsvall, Swe-
den. Registration for the Annual General Meeting begins
at1.30 p.m.

Notification

Shareholders who wish to attend the meeting must:

¢ be listed in the shareholders’ register maintained by
Euroclear Sweden AB (formerly VPC AB) as of Tuesday,
20 April 2010, and

* register to attend the Annual General Meeting not later
than Tuesday, 20 April 2010.

Shareholders may register to attend in the following ways:

* by telephone: +46 8 402 90 59, on weekdays between
8am.and5p.m.

* via the company website: www.sca.com

* by mail to Svenska Cellulosa Aktiebolaget SCA, Corpo-
rate Legal Affairs, P.O. Box 200, SE-101 23 Stockholm,
Sweden.

To attend the Annual General Meeting, shareholders with
custodian-registered shares must have such shares regis-
tered in their own names. Temporary registration of own-
ership, so-called voting rights registration, should be
requested well in advance of Tuesday, 20 April 2010 from
the bank or fund manager holding the shares.

Name, personal identity number/Corporate Registration
Number, address, telephone number, and the names of any
accompanying persons, should be stated when registering
to attend. Shareholders represented by proxy should sub-
mit a proxy in the original to the company prior to the
Annual General Meeting. Proxy forms are available upon
request and on the company website www.sca.com. Any-
one representing a legal entity must present a copy of the
registration certificate, not older than one year, or equivalent
authorisation document listing the authorised signatories.

Dividend

The Board of Directors proposes that a dividend of SEK
3.70 per share be paid and that the record date for the
dividend shall be Thursday, 29 April 2010. Payment
through Euroclear Sweden AB is estimated to take place
on Tuesday, 4 May 2010.

Financial information 2010-2011

Interim report (1 Jan-31 Mar 2010) 26 April 2010
interim report (1 Jan-30 Jun 2010)
Interim report (1 Jan-30 Sep 2010) 28 October 2010
27 January 2011

March 2011

21 July 2010

Year-end report for 2010
Annual Report for 2010

SVENSKA CELLULOSA AKTIEBOLAGET SCA (publ)

Annual reports, year-end reports and interim reports
are published in Swedish and English (in the event of
differences between the English translation and the
Swedish original, the Swedish text shall prevail) and
can be downloaded from SCA's website
WWW.SC&.Com

PO Box 200, SE-101 23 STOCKHOLM, Sweden. Visiting address: Klarabergsviadukten 63

Tel +46 8 788 51 00, fax +46 8 788 53 80
Corp. Reg. No.: 556012-6293 www.sca.com

Nomination Committee

Carl-Olof By, AB Industrivarden, Chairman of the Nomi-
nation Committee

Hakan Sandberg, Handeisbanken Pension Foundation,
among others

Pontus Bergekrans, SEB Funds

Torbjorn Callvik, Skandia Liv

Bo Seliing, Alecta

Sverker Martin-L6f, Chairman of the Board of SCA

The Nomination Committee’s tasks include preparing the
proposal for the election of members of the Board of
Directors.

Detailed information concerning the Annual General Meet-
ing can be found on the company website: www.sca.com

Prior to the AGM,, it is possible to partake in a tour of
SCA's operation in Sundsvall. Register your interest to
participate in the tour when registering to attend the AGM.
See further information on the company website
WWW.SCa.Com

Annual Reports can also be ordered from:
Svenska Cellulosa Aktiebolaget SCA
Corporate Communications

Box 200

SE-101 23 Stockholm, Sweden

Tel +46 8 788 51 00

Operations

GHC (GLOBAL HYGIENE SCA TISSUE EUROPE AND SCA SCA PACKAGING EUROPE SCA FOREST PRODUCTS SCA AMERICAS SCA ASIA PACIFIC
CATEGORY) PERSONAL CARE EUROPE Culliganlaan 1D SE-851 88 SUNDSVALL CiraCentre 1958 Chenhang Road
SE-405 03 GOTHENBURG Munchen Airport Center (MAC) BE-1831 DIEGEM Sweden Suite 2600 Pudong, Minhang District
Sweden Postfach 241540 Belgium Visiting address: 2929 Arch Street SHANGHAI 201114
Visiting address: DE-85336 MUNCHEN-FLUGHAFEN  Tel +322718 3711 Skepparplatsen 1 PHILADELPHIA, PA 19104  China

Béckstensgatan 5, Méindal ~ Germany Fax+3227154815 Tel +4660193000,194000 US Tel +86 21 5433 5200

Tel +46 31-746 00 00 Visiting address: Fax +46 601933 21 Tel +1 610499 3700 Fax +86 21 5433 2243

Terminalstrasse Mitte 18
Tel +498997006-0
Fax +49 899 70 06-204

Fax +1610 499 3402

The Annual Report was produced by SCA in collaboration with Hallvarsson & Halvarsson. Photos: Hakan Lindgren, Juliana Yondt and Magnus Lanje.
Printing: Elanders in Falkdping 2010. Translation: The Bugli Company AB.
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