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The year at glance

Net sates amounted to SEK 110857m 110449

Profit before tax1 totalled SEK 8004m 6237

Earnings per share amounted to SEK 6.787.94

Proposed dividend is SEK 3.703.50 per share

Excluding Items affecting comparability

Net sales and operating margin Cash flow from current operations Earnings dividend and cash flow per share

SEKm
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Net sales

Escluding items affecting comparability

SEKm
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2005 2006 2007 2008 2009

Operating margin

SEK

15

liii liii Ii

2005 2006 2007 2008 2009

Earnings

Cash Sow from current operations

Earnings do not include items affecting comparability

Dividend for 2009 relates to the proposed dividend

SEK

Dividend

Net sales SEKm/EURm

Key figures

2009 2008 2007

Operating profit

Operating profitv

Operating margin

Operating margin %1l

Profit before tax SEKmIEURm

Profit before tax SEKm/EURmII

Proht for the year SEKm/EURm

Profit for the year SEKm1

Earnings per share SEK

Earnings per share SEK1I

Cash ff ow from current operations per share SEK

Dividend SEK

Sf rat egic lnveatmenf mci acquisitions SEKm/EURm

Equity SEKmIEURm

Return on capital employed

Return on equity

Debt/equity ratio multiple

Average
number of employees

Excluding items affecting comparability

21 See page 50 for eachange rates

Proposed dividend

SEK EUR2I SEK EUR2 SEK EUR2I

110857 10466 110449 11532 105913 11456

8190 773 8554 893 10147 1098

9648 910 8554 893 9847 1066

10

6546 618 6237 651 8237 891

8004 755 6237 651 7937 859

4830 456 5598 584 7161 775

5906 557 5598 584 6908 748

6.78 7.94 10.16

8.32 7.94 9.80

16.36 5.42 6.42

3.7031 3.50 4.40

3082 291 4873 509 5887 637

67906 6577 67252 6147 64279 6792

11

12

0.60 0.70 0.58

49531 51999 50433

SCA Annual Report 2009



Strategy for difficult timesyields results
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hitroduc tion

CEOS mes age

cash flow from current operations was improved by SEK 7.7bn

compared with the preceding year

SCAs 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 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 larger number of products at an

increasingly rapid pace more detailed description of our innova

tion work is presented on pages 1621

In our prioritised growth markets the hygiene business grew by

10% and with our strong regional market positions as 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 20% market share in the feminine care seg

ment This acquisition provides SCA with stable platform from

which it can launch other strong brands in Argentina

In conclusion can say that SCA effectively managed the reces

sion and emerged in favourable position thanks to 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 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

Profit before tax Cash flow from current Net debt Share attributable

operations SEKbn SEKbn Hygiene business

28% 77 -6.6 sales6O%

Operating profit 71 oj

Jan Johansson President and CEO

SCA Annual Report 2009



The SCA share 2009

Tho 2009 bong pnce on the Nasdaq OMX

Stockholm for SCAs sharer was SEK 9645

66.75 corresoond ng to ci arket rapitatsation

of 56K 67bn 47 SCAs mo ket capit ilisat on

corresponds to appioximately 26 of the total

market capital action on the Nasdaq OMX Stock

holm Since th beginninq of 2009 the share

price rose by 43% During the same penod the

Nasdaq OMX Stockholm rose by 47 Vo The high

est cbs ng pnce fo SCAs shares dun ig the

year was 56K 102.30 whicr was otedon 16

October The lowest pnce was 56K 56oO on

March the proposed dividend is 50K 70

share sre below under the sectio Dividend

Viewed over fiveryoar penod the SCA shale

as demonstrutea stronger oerformance than

compa able industry indexes

Trading in SCA shares

SCA shores are listed and traded
pi manly on the

Nasdaq OMX Stockholm and as American

Depository Re mipts ADA level the US

through the Bank of New York In add hon to

indexes directly linked to the Stockholm

Cxchange SCA is included in other dexes such

as th Dow Jones S7OXX Ir dcx FTSE ETurotop

300 and MSCI Lurotop 300

SCA is also represented in sustainability

indexes ncluding the L4Good index and the

Dow Jones BTOXX Sustainability Index both in

the Dow Jones STOXX Susta nability Index and

the Dow Jones SustainabIity WORLD Index

which aie two of the worlds most prestig ous scm

tainability indexes SCA is one of oni four Swed

st omponies that comply with the requiremen

for inclusion in the two 10w Jones ndexes

Uqwd6y

In 2009 the volume of SCA shaies traded was

653 million 649 representing value of approxi

mnatcly SE 53bn 72 Average daily trading for

SCA on Nasdaq OMX Stockholm amounted

to million shares corresponding to value of

SEK211m 286

Ownershp

Some 586 59 of the share capital is owned by

invostors reg sterd in ETweden and 42% 41

oreign investors The IS and the UK account for

the highest percentage of stnaieholders regisb ed

outside Sweder with 16% and 126 respec

tively

Dwdend

The Board of Directors has proposed vider

to shai eholde sot SE 3.70 per share for 2000

the 2009 div dc Ii epresents dividend yield of

96 per share based on SCAs share price

the end of the yeai SCAs vidend policy is

described on page

Ticker names

nix

Price trend and share trading 2009 Pnce trend and share tradng 2002O09



Data per share

All earnings figures include items affecting comparability unless otherwise indicated

SEK per share unless otherwise indicated 2009

Earnings per share after full tax

After dilution

After dilution excluding items affecting comparability

Before dilution

Market price for share

Average price during the year

Closing price 31 December

Cash flow from current operations

Dividend

Dividend growth %3

Dividend yield

PIE ratio4

Price/EBIT5

Beta coefficientS

Pay-out ratio before dilution

Equity after dilution

Equity before dilution

Average number of shares after dilution millions

Number of reqistered shares 31 December millions

Number of shares after fufi conversion mtllionsi

See definitions of key ratios on page 104

Board proposal

2008 2007 2006 2005 Sweden 58%

US 16%

3.4 3.7

14 97 Institutions 82%

14 57 Privateindividuals 18%

0.78 0.84 0.73 0.73 073

55 44 41 48 58

96 95 91 83 80

96 94 90 83 80

702.3 702.2 702.2 701.4 700.5

705.1 705.1 705.1 705.1 705.1

705.1 705.1 705.1 705.1 705.1

Shareholder structure

2006 2005 31 December 2009

43 39 Number of registered shares

of which treasury shares

Series Series Total shares

103035353 602074741 705110094

2767605

Shares issues etc 19932009

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

1993 Conversion of debentures and new subscription through Series warrants

New share issue 110 issue price SEK 80

1994 Conversion of debentures

1995 Conversion of debentures

1999 New share issue 16 issue price SEK 140

2000 Conversion of debentures

2001 New share issue private placement 1800000

2002 New share issue through 86 warrants

2003 Conversion of debentures and subscriptions through lIB warrants

2004 Conversion of debentures 9155

2007 Split 31 470073396

Total

1410.7 62145880 131821657 193967537

0.2 62145880 131837942 193983822

34.2 62145880 135254055 197399935

329.0 4579.0 62133909 168166015 230299924

10 15.0 61626133 168775422 230401.555

18.0 18.0 45787127 186414428 232201555

0.1 41701362 190500706 232202068

28.3 722.9 40437203 194590340 235027543

0.1 1.1 40427857 194608841 235036698

112905207 592204887 705ltO094

Shareholders by country capital

6.78 7.94 10.16 7.75

8.32 794 9.80 7.75

6.78 7.94 1017 7.76

0.61 UK 12%

6.30 48 Luxembourg 3%

061 Other lt% 1.

14 12

83.18 84.76 119.00 107.24 88.95

95.45 66.75 114.50 119.17 99.00

16.36 542 6.42 3.95 6.22

3.702 3.50 4.40 4.00 3.67

Shareholders by category capital

3.9 5.2 3.8

11

13 11 12

Roiling tO-year data

Si Share price at year-end divided by earnings per share affer full tax and dilution

Market capitahsation plus net debt plus minority interests divided by operating profit EBIT earnings before interest and taxes

Share price volatility compared with the entire stock enchange measured for roiling 48 months

2006 and 2005 adiuuted for 31 split

SCAs ten largest shareholders

Source Euroclear

According to Euroclears official share register for directly registered and Holding

trustee-registered shareholders at 31 December 2009 the following com- 1-500

panies foundations and mutual funds were the ten largest registered share- 5011000

10015000
holders based on voting rights before dilution

500110000

10001I 5000
Shareholder No of votes Votes No of shares Holding

15 00 000
AB lndustrivärden 474700000 29.08 68800000 9.76

20001
Handelsbanken 220649640 13.52 34195812 4.85

--
SEB Funds and Life Assurance 95359372 5.84 16626292 2.36

Total

Skandia 59692590 3.66 7835418 1.11

Alecta 46220120 2.83 23540012 3.34

Swedbank 15335228 0.94 15307967 2.17

Third Swedish National Pension Fund 15245097 0.93 7617984 1.08

NordeaFunds 14381684 0.88 4697594 0.67

Second Swedish National Pension Fund 12808528 0.78 8715166 1.24

Government of Norway 10265222 0.63 10265222 1.46

including mutual funds and foundations

No of shareholders No of shares Hoiding %l Votes 1%

47297 8806797 1.25 .23

14028 10638110 1.51 1.36

16045 34921897 4.95 4.68

2215 15921578 2.26 2.13

646 8166943 1.16 1.02

301 5351125 0.76 0.57

1314 621303644 8811 89.00

81846 705110094 100 100

Source Euroclear

Percentage of foreign ownership

2009 2008 2007

42 41 43

Share distribution

Increase in share Cash payment

No of shares capital SEKm SEKm

4030286 40.3 119.1

17633412 176.3

16285

3416113

32899989

101631

SerfesA SerfesB

513

2825475

SCA Annual Report 2009
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Strategy

Business concept

To sustainably develop produce and market

ncreasingly value-added products and serv

ices within Personal Care Tissue Packaging

ana Forest Products SCAs products simplify

the everyday lives of hundreds of millions of

people around the globe They also generate

strong cash flows that enable favourable divi

dend growth and increased value for the SCA

share

Increased share for Hygiene

business

100

1999

Hygiene business

Puckaging/Forest Products

Strategic focus

SCAs strategy is based on the Groups 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

Packaging/Forest Products with varying strategic pre

requisites The overriding strategy is to shift the balance

toward the hygiene operation to reduce the cyclical

impact and ensure long-term and more stable profit

ability expansion and dividend growth

Significant potential in strong base

HYGIENE EIUSINESS

The Groups 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 SCAs 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

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 SCAs 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

The rapidly growing markets outside Europe

and the US currently account for about 25% of

hygiene sales 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 minority share in the Chinese tis

sue company Vinda

PACKAGING AND FOREST PRODUCTS

In the packaging industry overcapacity and

weak demand remain general problem

Through restructuring cost and efficiency

measures SCA shall increase the operations

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 bn

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-

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

SCAs publication paper production shall be

focused on profitable segments in magazine

paper

Several investment decisions enable in

creased pulp production and higher degree

of self-sufficiency based on raw materials

from the Groups forest holding

SCAs forest holding secures about half of the

Groups 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

SCA Annual Report 2009
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Strategy

Financial targets

The Group shall achieve return on

capital employed of 13% over an

economic cycle

Group
13%

Personal Care Packaging

30% 10%

Tissue Forest Products

13% 11%

Sustainability targets

Reduce carbon emissions 100% control

from fossil fuels by 20% of all fresh fibre-basi

between 2005 and 2020 raw material

Reduce water consumption
Compliance with

by 15/0 and reduce organic
Code of Conduct

contentby30/o

between 2005 and 2010 throughout the Group

Three themes to combat the recession

COST AND CASH FLOW

Costs were reduced by about SEK bit and

cash flow from current operations was

strengthened by SEK 7.7bn

Restructuring programme and savings measu

resin 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

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 large number of pro

jects to increase productivity in approxima

tely 50 production units

INNOVATION

Innovation is fundamental theme in SCAs

long-term strategy for growth and profitability

Examples

Continued product development and value-

enhancing service offering in AFH under SCAs

global brand Tork

Development work in the European consumer

tissue business based on new consumer-

driven brand platform

All manufacturing of baby diapers has been up

graded

Packaging successfully launched proprietary

packaging solution for the confectionery category

Forest Products 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

Expansion in the Hygiene business

window manufacturers

Several factors support continued growth in the

hygiene sector There is steady increase in the

age of the worlds 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 higher level of comfort SCA is respond

ing to growth opportunities through 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

In China SCA will train about 10000 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

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 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

use and strengthen SCAs brand in several

markets

Tampons were introduced in Norway and the

launch will continue in new markets in 2010

This further strengthens SCAs position in

feminine care

SCA Annual Report 2009
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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

SCAs 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 markets 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 SCAs capital structure from debt

equity ratio of 0.70

Dividend policy

SCA aims to provide long-term stable and rising

dividends Over 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 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

SCAs debt/equity ratio measured as net debt in

relation to recognised equity was 0.60 at 31

December 2009 This was lower than SCAs long-

term target of 0.7 The debt/equity ratio target of

0.7 takes into account SCAs 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 credit rating

for long-term borrowing of Baal/BBB and short-

term borrowing of P2/A2 from Moodys and

Standard Poors respectively and short-term

credit rating of Ki in Sweden from Standard

Poors During the autumn Moodys changed its

outlook for SCA from negative to stable Standard

Poors negative outlook for SCA remained

unchanged For more detailed information about

SCAs financial risk management see pages

5051

Incentive programme

SCAs incentive programme is designed to sup

port the companys 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 SCAs largest global competitors

For more information about the structure of the

programme see Note Personnel and Board

costs on page 73

Strategic investments acquisitions and divestments

SEKni

6000

5000

4000

3000

Operating margin EBIT

Margin0 %l

Cash flow from current operations

Outcome SEK bn

Return metrics

Return on capital employed1 1%

Return on equity1 1%

Financial metrics

Debt/equity ratio multiple

Market adjusted debt/equity ratio multiple

Debt payment capacity 1%

Excluding items affecting comparability

4.5

10.2
.1111.1

11.3 IIiIIIII
1111111111

0.6 IluulIulIl
0.5 IuuuIiuI.I

35 III_IIII.111111111
-00 -01 -02 -03 -04 -05 -06 -07 -08 -09

1000

2000

3.000

2005 2006 2007 2008 2009

Personal Care Packaging

Tissue Forest Products 46

Divestments

Key ratios

2009 2008 2007

Dividend per share

SEK

8.7

11.5

8.6

8.8

0.6

0.6

31

7.7

3.8

8.1

8.7

0.7

.0

26

SCAAnnuaI Report 2009
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Board of Directors Report

Svenska Cellulosa Aktiebolaget SCA publ Corp Reg No 556012-6293 registered office in Stockholm

Operations and structure

SCA is 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 SCAs products consist almost exclu

sively of renewable and recyclable materials

Although Europe is SCAs 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

Groups timber supplies and enables efficient raw

material integration and effective cost control

SCA conducts extensive sawmill operations as

natural complement to the forest operations

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

Europes 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 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

Significant events during the year

SCAs 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

small market share in the baby diapers and incon

tinence care segments In addition SCA decided

to invest in new production line for incontinence

products at the plant in Veniov Russia In the

European tissue operation the Pratovecchio

paper mill in Italy was divested

During the year restructuring programme

was implemented in the European packaging

operation Measures included the closure of

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 deci

sion was made to invest in Ostrand pulp mill in

Timrâ Sweden

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 2237

Organ isation

CEO and President

Corporate Staffs

SCA Packaging SCA

Europe Forest Products

GHC was estabtshed in 2008 to manage innovation brand strategy and technology for the Groups hygiene operations
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Acquisitions investments and divestments

SCA acquires company in Argentina through

its Colombian joint venture

In October 2009 SCAs 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 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

small market share in baby diapers and inconti

nence care which offers potential for future

expansion in these segments The acquisition

provides SCA with foothold in new and attrac

tive market with considerable growth potential

SCAs 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 capacity of 350000 tonnes and is SCAs

most modern and efficient liner mill More strin

gent emissions standards with additional limita

tions on the amount of nitrous contaminants

NOx require that the facility
must be adapted In

conjunction with these adaptations two gas-fired

steam boilers will be installed As result the mill

gains maximum distribution between electricity

and steam production with high energy effi

ciency It will be possible to increase capacity to

400000 tonnes with positive annual effect on

profit of about SEK OOm This portion of the

investment has 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 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 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 Timrà Sweden

In December 2009 SCA decided to invest in

new lime kiln at the Ostrand pulp mill in Timrâ

Sweden part of the Forest Products business

area The investment will entail an annual increase

in pulp production of 10000 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 420000

tonnes of chlorine-free bleached kraft pulp and

approximately 90000 tonnes of chemically

treated mechanical pulp CTMP The ew 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 decision was taken in pack

aging operations to replace the existing winder

and install new machine in Munksund mill out

side Piteâ 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 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

20000 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 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 RD
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 RD in the

fields of materials and technology while the local

units work with product development often in

direct cooperation with customers

Parent Company

The Groups Parent Company Svenska Cellulosa

Aktiebolaget SCA pubi owns most of the forest

land and other real estate relating to forestry

Total holding 31 Dec 2009

See also Note 45

operations and grants felling rights
for standing

forest to the subsidiary SCA Skog AB The Parent

Company is otherwise holding company whose

key tasks are to own and manage shares in

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 profit before appropriations and tax of

SEK 33351 loss 539 During the year the Par

ent Companys net investments and divestments

in shares and participations in companies outside

SCA amounted to SEK Om Investments in

property and plant totalled SEK 80m 176 during

the year Cash and cash equivalents at year-end

were SEK Om

Distribution of shares

During the year 7904854 Class shares were

converted into Class shares The proportion of

Class shares was 14.6% at year-end The

number of treasury shares amounted to

2767605 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 3.703.50 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 2599m 2458 Accordingly dividend growth

in the most recent ten-year period has amounted

to 5% The Boards 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

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 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 executives field of

profession Fixed and variable remuneration is to

be linked to the executives 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 companys 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 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 entitlement to pension the senior execu

tive will receive 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 Boards proposal concurs with the guide

lines adopted by the 2009 Annual General Meet

ing For information concerning the companys

application of these guidelines and information on

the companys expenses see Note on pages

7374

Holding of treasury shares

Number Nominal amount Percentage of share capital Paid/received remuneration

Total holding Jan 2002 1800000 18000000 0.78 18090000

Transferred in 2002 24457 244570 0.01 6750757

Transferredin2003 65426 654260 0.03 15972803

Transferredin2004 56165 561650 0.02 15135024

Transferredin2005 51669 516690 0.02 13496430

Transferredin2006 349145 3.491450 0.15 104680700

Transferred in 2007 252902 2015340 0.09 62751693

Received from 31 split 2154576

Transferred in 2008 387207 1290690 0.05 30491756

2767605 9225350 0.39 9271477
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Operating profit excluding restructuring costs

in packaging operations improved by SEK

094m and amounted to SEK 9648m 8554
The Hygiene business comprising Tissue and

Personal Care increased its operating profit

by 66% and l1% respectively Forest Prod

ucts increased earnings by 13% while Packag

ings earnings fell by 72%

Net sales

SCAs net sales rose slightly
to SEK 11 0857m

compared with SEK 11044gm in the preceding

year Sales for Personal Care and Tissue

increased by 10 and 8% respectively mainly as

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 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 5%

Exchange-rate movements had positive impact

on net sales of 7%

Earnings

Operating profit excluding restructuring costs of

SEK 458m improved by SEK 094m and

amounted to SEK 9648m compared with SEK

8554m 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 Packagings 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 resulted in

increased costs for sales and administration

Financial items declined by 29% and totalled

an expense of SEK 644m expense 2317
Profit before tax excluding restructuring costs

improved by SEK 767m and amounted to SEK

8004m 6237 The average tax rate for operat

ing earnings was about 26% Profit for the year

excluding restructuring costs after tax of SEK

076m amounted to SEK 5906m 5598

Earnings per share excluding restructuring costs

were SEK 8.32 and including restructuring costs

were SEK 6.78

Key figures

The Groups 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

Summary income statement

2008 2007

110449 105913

22259 21101

8554 9847

2317 1910

6237 7937

639 1028

Profit for the year2 5598 6909

In figures for 2008 reclassification took place between Cost of goods sold and Sales and administration

espenses

Escluding items affecting comparability in 2009 amounting to an espense of SEK 458m betore tan and

SEK 076m after tax and income in 2007 totalling SEK 300m betore tan and SEK 252m after tax

5EKm 200

Net sales 110857

Gross profiO 26113

Operating profit 9648

Financial items 1644

Profit before tax2 8004

Tan2 -2.098

5906

Increase fl

profit before tax

28%
EBIT margin

8.7%
Excudic dells sfTectisq

2005 200ff 2007 2008 2008

Operating profit Operating margin

Excluding items affecting comparability

Earnings per share after dilution Net sales share of Group

Personal Care 23%

Tissue 37%

Packaging 25%

570 Forest Products 15%

Operating profit and operating margin

SEKm

10000

8000

9000

4000

2000

SEK

10 10

iili
2005 2006 2007 2008

Excluding items affecting comparability

L/

2009
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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 financial

items and paid tax increased by SEK 7680m

and amounted to SEK 11490m 3810

Operating cash surplus was up 13% compared

with the preceding year and amounted to SEK

15733m 13869
In its work to improve cash flow SCA focused

on such aspects as reducing working capital

which had positive cash flow effect of SEK

3307m mainly as result of lower inventory

levels which contributed SEK 221 Om Working

capital declined in all business areas except for

Packaging where working capital was essentially

unchanged Working capitals share of net sales

declined and amounted to 7% 11 SCAs efforts

to improve cash flow also resulted in reduction

in current
capital expenditure which during the

year fell by SEK 131 6m amounting to SEK

4037m 5353 slightly less than 4% of net sales

Operating cash flow improved by SEK 6320m

81% and amounted to SEK 14133m 781

Financial items declined by SEK 673m and

amounted to an expense of SEK 644m

expense 2317 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 003m

1702 Cash flow from current operations

improved by SEK 7680m or 202% and

amounted to SEK 11 490m 3810

Strategic investments to strengthen the

organic growth were prioritised during the year

and amounted to SEK 3031 3109 The years

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 2498m 3128 Net

cash flow for the year improved by SEK 9008m

and amounted to SEK 5985m neg 3023

Net debt

During the year net debt declined by SEK 6572m

and amounted to SEK 40430m 47002 at year-

end Net cash flow reduced net debt by SEK

5985m Net debt increased SEK 729m as result

of the market valuation of pension assets pen

sion obligations and financial instruments

Exchange-rate movements due to the strength

ening of the Swedish krona reduced net debt by

SEK 131 6m

The debt/equity ratio dropped to 0.60 0.70

and the debt payment capacity improved and

amounted to 31% 26

Summary operating cash flow statement

SEKm

Operating cash surplus

Change in working capital

Current capital expenditures net

Reatructuring costs etc

Operating cash flow

Financial items

Tax payments etc

Cash flow from current operations

Strategic investments net

Cash flow before dividend

Operating cash flow by business area

SEKm

6000

4500

3000

1500

Capital expenditures

SEKm

7500

6000

Operating Cash flow share of the Group

Personal Care 30%

Tissse 41%

Packaging 6%

Forest Products 23%

2009 2008 2007

15733 13869 15286

3307 19 1299

4037 5353 5165

870 684 695

14133 7813 8127

1644 2317 1910

999 1686 1709

11490 3810 4508

3007 3733 3035

8483 77 1473

1-inga in operatinq

cssh flaw

81%

2005 2006

Personal Care

Tissue

2007 2008 2009

Packaging

Forest Products

Cash flow Group

SEKm

2000

9000

6000

3000

3000

6000

2005 2006 2007 2008 2009

Divestments Cash flow before dividend

Cash flow from current operations

Strategic capital expenditures

Company acquisitions

Strategic restructuring costs

4500

3000

1500

2005 2006 2007 2008 2009

Strategic capital expenditures Depreciation according to plan

Current capital espenditures net
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Assets and capital employed

The Groups total assets declined 6% compared

with the preceding year and amounted to SEK

49559m 158965 Property plant and equip

ment decreased by SEK 161 Om 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 701 6m and depreciation for the year to SEK

6480m Intangible assets and other property

plant and equipment declined by SEK 951

mainly due to exchange-rate movements In total

the value of intangible assets and property plant

and equipment declined SEK 231 6m as result

of exchange-rate movements

Current assets decreased SEK 6551 to SEK

36052m 42603 primarily as result of SCAs

work to improve cash flow resulting in lower tied-

up working capital in accounts receivable and

inventories totalling SEK 5516m

Working capital decreased by SEK 3692m

and amounted to SEK 81 26m 11818 Capital

employed was 5% lower than in the preceding

year and totalled SEK 08336m 114254

distribution of capital employed by currency is

shown in the table below

The value in Swedish krona of the Groups

foreign net assets increased because of the

changed Group structure and at year-end was

SEK 72591 45542

Equity

During the period consolidated equity rose SEK

654m to SEK 67906m 67252 Net
profit

for the

period increased equity by SEK 4830m while

dividends reduced equity by SEK 2498m Equity

decreased by SEK 731 due to remeasurements

to market value after tax of the net pension liabil

ity and increased by SEK 41 2m after tax as

result of the remeasurement of financial instru

ments Exchange-rate movements including net

investment hedging in foreign countries reduced

equity by SEK 359m

Financing

At year-end the Groups interest-bearing gross

debt amounted to SEK 441 04m 52029 The

average maturity period was 2.6 years at the

same date The decrease in gross debt was

largely
due to the Groups improved cash flow

Net debt at year-end amounted to SEK

40430m compared with SEK 47002m at the

beginning of the year The net cash flow was posi

tively impacted by SEK 5985m 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 131 6m

Key figures

The debt/equity ratio was 0.600.70 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%

and 9% respectively The capital turnover

rate was 0.991.04 At year-end working capital

amounted to 7% 11 of net sales

Capital employed share of Group

Personal Care 11%

Tissue 35/

Packaging 24%

75 Forest Products 30%

Consolidated capital employed by currency SEKm

2009 2008 2007

EUFt 35139 32 41940 37 34847 34

SEK 35745 33 33623 29 31279 31

USc 8.339 9298 6890

GBP 8182 7911 9895 10

Other 20931 19 21482 19 18736 18

Total 108336 100 114254 100 101647 100

Consolidated balance sheet

SEKm 2009 2008 2007

Intangible assets 22551 23160 21616

Property plant and equipment 61.404 63700 56447

Biological assets 25397 2471 23905

Other non-current assets 4455 4794 5845

Total non-current assets 113807 116.365 107813

Current assets 36052 42603 37237

Total assets 149859 158968 145050

Equity 67906 67252 64279

Non-current liabilities 44356 53008 34579

Current liabilities 37597 38708 46192

Total equity and liabilities 149859 158968 145050

ROCE

9%

ipriiV

Working Cap1a

7%
Working capital 8126 11818 11623

Capitalemployed 108336 114254 101647

Net debt 40430 47002 37368

Debt/equity ratio and debt payment capacity Return on capital employed and equity

multiple
12

10

0.6 40

2005 2006 2007 2008 2009

Debteqsity ratio Debt payment capacity

2005 2006 2007 2008 2009

Return on capital emplcyed Return on equity

Encluding items affecting comparability
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Innovation at SCA

SCA has long history of successful innovations The companys innovation activities

are pursued in line with 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 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 modification of an existing offering

and is 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 completely new offering is

launched for an existing customer or consumer

segment good example of this is Tork Eleva

tion 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 970s 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 matter of enhancing the

offering to existing customers and markets glo

bal group such as SCA must generate new

demand and create new markets while also

attracting new customers at minimum cost

number of interactive driving forces create

the need for continual innovation programmes in

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

à-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

SCAs definition of innovation

Innovations involve creating or identifying

perceptive solutions and successfully

launching them in the market
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Innovahons start anywhere ri the Gioup or in

cooperahon wth external partno sin notwors

Experieiic proves that an innovation becomes

successfu only when there is coherence between

customer aid consumer insight new technology

and business riodel

The genera innovation model illustrated

below shows irterartion of ft cv irious build

rig blocks

This type model is used in SCAs most inno

vative areas of operations Pci sonal Care and is

sue Sim lar nodels are used ickaging and

forest Product

Open innovation

In addit on to it in house innovation pro

qrammes SCA has increasingly applied the open

in sovation model in recent years ft 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 ot the nnovation process It is nat

ural step foiward since good ideas are spread

across our eveemore globalised world in compa

nies universities aid think tanks Moreover open

nnovatio offers other benef its uch as new cus

tomers and consumer insight
and knowhow from

related industries wh ch accelerate the deve op

merit prnces and cut costs

For example SCA has used InnoCentive

whicl is know how community and
ii

novatio

broker based in Boston with 180 000 researchers

sctivo in its global network.1 SCA has posted

number of research and nnovation related chal

lenges on InnoCentive web arid the response

from resesrcheis in the network has been highly

satisfactory

Open innovation complement to in house

sovation and offers major potential to compa

nies such as SCA to opbmise the combination of

internal and external ideas

SCA primar ly uses open innovation in the

following ways

Patent exchange

Partnership with suppliers and selected

companies

Utilisation of innovation brokers

SCA RD Centie

SCA RD Centre Sundsvall Sweden condi cts

strateqic reseac and development for SCAs

Forest Products and Packaging business areas

It centre has opec aliet Icnowhow that ensu es

leading edge expertise in key areas

In the case oIl rest Products the focus is

publication papers and pulp products while

Packaqinq focuses on confainorboaid manufa

turing and packaging so ut ens key compon mt

the establishment and maintenance of contccts

with external research organisations

SCA RD Centre adloir Sweden Univmr

sity
in Sundsvall Fhe centre pursues close cocp

eration with the university and shares certain

resources with the bre Sciencc and Commu

cation Network FCSN the close relationship

between product oriented arid academic reserch

favours both parties .ance cooperation enhances

access to the sk base and facilitates recruit

mont to the two organisat ens The number of

employees at the SCA RD Centre was at mam

end 2009

SCAs general in iovation process

Icc inology

Disovery

Cons ii icr

lnsijht

Business

model

CONCEP DEVELOPMENT LAUNCH

05 ioi iicm

jii ti idnii si

id

it id

Li

Lii 11

iva

11

If mi

ci

qst ils

ii in ma cci of
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Innovation in hygiene operations

SCAs two hygiene operations Personal Care and Tissue both have long history of innova

tion Innovation in the hygiene area is prerequisite for retaining and strengthening market

shares building strong brands and creating new values for customers and consumers higher

innovation pace and shorter launch times are two focus areas

Some of the most important factors underlying

the establishment of the new organisation Global

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 bid to reach new cus

Moreover there is 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.1

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

Naturally the growing market potential may also

be viewed as driving force for differentiated

innovation Global economic trendswith more

people able to afford hygiene products plus

changing demographics with growing world

population especially among the elderly most

definitely require greater input in innovation

SCA must also ensure that it offers suitable prod

ucts solutions and business models to match

growing number of segments

tomers and consumers

lEuropean Commission Euro Barometer Sumey July 2009

European Commission DC Environment Towards greener retail sector Final report February 2009 in collaboration with GHK Ecologic

and Ekopolitika

SCA enhances public hygiene facilities

Many public hygiene facilities worldwide have

been given 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 simple sculptured shape with

soft rounder surfaces and corners This re

sults in 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 high through-flow There is 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 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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Innovation in Forest Products

ti oct tt rt tea tvt
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Hgher margns and vake

Forest ProducEr seeks to move up the value chain

and supply products mid solutions wth higher

value and margins while aLso creating greater

satisfaction among business partners and cus

mers One example of SCAs strategic shift

towards more value addsd customised products

is the cooperative venture with Ikea involving the

Gorm storage shelving system SCAs sawmill in

Bollsta produces timber products designed for

the Germ shelf which accounts for about 10% of

the sawmills total output hese products go

rectly
into the sub supplier IrStoarns custom

iseri priidimtinn line whore the shelving compo

ants are finished and assembled automatically

together before being packaged for distribution to

Ikea stores in the Nordic region Benelux and Ocr

irmany
Some one million shelves annually will be

produced in this efficient and specially developed

facility

SCA is Europes largest private forest owner

From an innovation perspective this offers the

busincss area access to wide spectrum of

resources and know how as well as the requisite

pnter tial to work with develoomont throughout

the value chain making it major competitive

advantage

For example 50% of solidwood 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 organisation logistics
and

business model adluatments

Driving forces underlying innovation

Productive cost-effective production plants

and not necessarily high market share are

precondition for favourable profitability As

result the company applies what is referred to as

the strong mill concept which focuses resources

on number of large high-tech paper and pulp

mills The concentration of resources and know

how creates platform for value building innova

tion resulting in market-leading product doveb

opment and manufacturing Operationally each

mill has production development and marketing

specialists who work closely with the SCA RD
Centre in contributing broad spectrum of inno

vat ion prolects in designated areas to meet

demands from business partners and customers

Growing significance of bofuel

SCAs FSC codified forests are substantially more

productive today than they were lust
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 tree branches crowns roots sawdust

peat and processed products such as pellets

and briquettes SCA BioNorr supplies households

and central boilers with pellets market with an

annual growth rate of 20% SCAs pellets plant in

HSrnOsand is one of the largest in Sweden

SCAs existing forest products facilities are

ideal for the development of new energy-related

products and solutions Instead of being com

polled to build green facilities it is now possible

to add bioconversion or thermo-chemical proc

esses around SCAs existing paper mills in Europe

to generate bin energy or produce bio-productS

This offers SCA the potential to raise produc

tivity and profitability in existing manufacturing

structures

Smaller plants ve time and -p ccc

lhePwsPlolantmsa icy miia rplintsu

pu
iCT Non Plait Pa cc rPot condi ct cultm

vatmoi an pr and p1 intmr ears sic

iln Iwmc nany ant cii be at eanimo

datod as urnf aied vmth CAs nommal

sits or vh it as referred to as ic Pot p1 imit

Examples of other mnovations

At the oak she paper mill ir Austria SGA has

icceop high quilmtymC pipcrgrade Grapho

lord domg ed or rnag isn and catalogues

and based on rios liar re men mba

tEr past the vow WO tli it it was impc mhle to

manimtactume op uauity pape ades Si

high piopomtmorm of iminyc
ed ibm .uctor

demand has been ubs Sal th al ms

80 am dam othe coo dccl mr market mb

to boost output sO Aim am mnvcsted in hlqhe

cipat tyfOm ticnmamcf in cofpmumha is is

as overed rpir in kmmehem mmcl also

reduces ener yam al oot roman option

Wind poser Ls an noqy nm cit am mb

linked SCAs am mdcrai Ic rcl oldmms

Already timore are 61w ndtu ii
iSL \sla

md cmii at is cr is in will time

Norw qman mmcrqy pradu Im blatkm at in apis

of mx future virmd tam imm lm total /5 mmmd

turbines and am output WI nnual ihe

vmnd power prop ct msa exasi at of ms app

tion areas 10 GA lancEr holdmr

mnsic its sic cmnled with copper

ls for time is SPot plants

Eid good uot eyst TI

b.yools stop growinq when

st 11 Ismde of time pot but

.t66d Iron the pot aid plans in mimi

tsummm th ii growth 8mm thc roots are not

Ito bend arm nd the ides at the pot they do

me car medefo med hut tead qmow to iqht

mt vemy ouch 1mM riots mm ural rege lion

plants Major fmeld tests are now mm progress srmd

the mnmtma me cit mme very pmonmmsiimg
It the tests

oritmncet lisw equalmy good suits sowerPot

will me Sc omr iail sumicim dun p2011





Personal Care

Market postion and brands

is one of the worlds largest players in per

sonal are products and the global mai ket

leader in incoiitinence care products bOA has

portfoho ot global regional and local brands

lent SCAs brand for incontinence care

generates ales of more than EUR bn annu

afly and is world leadei in incontinence care

In baby diapers SCA is the market leader in

the Nordc egion with Lbero hrand

accounting for market share of more than

60% an us also displaying rapid growth in

Russia and parts of Eastern Europe In South

east Asia SCA holds leading position with its

Drypers brand and in South America with

Pequenin In feminine care bOA is market

leadei in the Nordic region as well as in large

and rapidly expanding markets in Latin Amen

ica the Libresse Saba Nosotras and Nana

br nds are supported by SCAs global brand

platform

Innovation and product development

SCA invests considerable resources in its

efforts to gain deep insight into consumer and

customer needs this insight forms the basis

for the Groups innovations and product devel

opment he number of launches of new and

upgraded products is on the rise the empha

sis is on function fit design and costs

Targ.ste

57% organic growth with minimum of 30%

return on capital employed

Production and sales channels

23 plants in 20 countries Products are distrib

uted via the retail trade and care institutions in

more than 100 countries

Average number of employees

72697648 5%

Strategic priorities

Develop SCAs worldleading position in

incontinence care using the lena brand

Continue the programmes involved in the

global brand platforms and utilise synergies

Increase the growth rate in fast-giowing

markets in Eastern Europe Soutneast Asia

Latin America and the Middle East

Continue to gain in depth insight into con

sumer and customer needs and apply this

knowledge to product 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 greater share of high

value products

11NA cbero TrudS

Incontinence care

SCAs top priority in incontinence care is main

tinning high growth rate in all segments with

strengthened global market leadershIp in devel

oped markets and establishing leading positions

in Eastern Europe Southeast Asia and Latin

America Increasing understanding and accept

ance among consumers is crucial as regards

incontinence topic that is often surrounded by

social taboos Demand is strengthened through

irformation and marketing supported by etfec

tive comfortable and easily accessible products

SCA aims to enhance its leading position through

superior consumer insight innovative product

dovelopmert and efficient pioduction

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 Amer ca as well as in

fast-growing markets in Eastern Europe Russia

the Middle East and Southeast Asia

In the case of retailers brands the aim is to

enhance the efficiency of the business model to

ensure competitiveness and piofitability

Femimne care

SCA holds strong selective market positions in

Europe Latin America Australia and New Zea

land and is focusing on growth in the fast-grow

ing marKets in Eastern Europe arid the Middle

East lerninine care products are developed for

the company sown regional and local brands

which are supported by global brand platform

Based on in depth consumer and customer

insight SCA prioritises investments in new prod

oct concepts and marketing and endeavours to

strengthen its competitiveness through continu

ous efficiency enhancement and cost-effective

pioduction 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 result these efforts

enhance the cost structure and strengthen prod

uct quality and operational reliability

Outlook

Incontinence care offers considerable long term

potential as result of an aging population in

mature niaikuts low morket 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 low penetration rate and

high demand such as Fastern Europe Latin

America the Middle Fast and Southeast Asia
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Operations in 2009

Key events

Higher pioduction capacity in incontinence

care

New tect nology and product geneiation for

baby thapers

Market testing of incontinence care in

China

Launch of baby care products in the Nordic

region

Acquisition of Algodonera Aconcagua in

Argentina

Not sans rose by 10% to SEK 2571 6m 23 331

Th nse in sales resulted from higher prices and

an improved product mix Volumes remained

sD ble Exchange rate movements increased net

sales by 1% Sales in growth countries rose by

13% with notable rise in Russia and Malaysia

Competition rem sins intense in the retail sector

with higher campaign intensity SCA retained its

market sh sros

Via its 50% owned company in Columbia

Productos amilia SCA acquired the Argentinean

company Algodonera Aconcagus The purchase

price was SEK Ohm on debttree basis Opera

tions focus on feminine care and Algodonera

Aconcagua has market share of 20% in Aigen

tinS ranking the company number three in the

country Algodonera Aconcaqua also ias small

market share in baby diapers and incontinence

care offerinq the potential for future growth in

these seqme its

Incontinence care continued to see favourable

demand and SCA5 lena brand increased its

sales by 11% Sales to the healthcare sector the

largest customer segment rose some 10% amid

continuing intense competition The retail sector

continued to show sizeable growth Growth in

Latin American countries was favourable Other

robust markets during the year included Ger

many France Italy Russia and Eastern Furope

During 2009 decision was made to expand pro

duction capacity for incontinence care in Russia

In the baby diaper segment sales rose 6%

The sales trend in emerging rnai kets such as

Latin America Malaysia and Russia showed

doubledigit growth he upgrade ot technology

and product quality for baby diapers was com

pleted during the year Under the Libero brand

category expansion was conducted in the Nordic

region through which bahy came 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 new range of Swan3abelled dia

pars in the smallest sizes under the Libero brand

Feminine care sales rose by 11% Growth was

favourable in the major markets in Western

Europe Russia and Mexico The launch of tam

pons in Norway under the Libresse brand proved

successful 2010 will see the launch of tampons

in new markets

Operating profit rose by 11% to SEK 3235m

2.912 due to an improvod 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 Europe and Russia

Operating margin was 12.6% 12.5

Return on capital uployed total ed 29% 28

Operating ash surplus amounted to 56K

4467m 940j Operating cash flow increased to

SEK 4436m 2.59 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 027m

1685 Major investments in new product ge

neration of baby diapers in 2009 enhanced com

petitiveness and growth potential decision was

made to invest SEK 38m in new production

line for incontinence care at SCAs mill in the Tula

district in Russia the production line is scheduled

to be put into operation in 2011
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Tissue

Market position and brands

SCA is Europes largest and the wo Ids third

largest supplier of consurrer tissue For AFH

tissue SCA is number one in Europe number

three globally and number th cc in North Ame

ca for onsumer tissue new brand platfoi

was developed to improve the performance in

meeting consumer requirements tnd rational

iso an cxtensive brand range and ws build

stronger brands over tinie

In the consumer market Tempo and Zewa

are the leading brands in much of Europe Zewa

is also the cleai market leader in Russia and parts

of astern irope det olds solid position in

the Nordic rogion In emerging markets such as

Columbia and Mexico SCA has strong positions

with brands such as 1-amilia and Rogio

To SCAs global brand in AFH tissue is

numhei one in Europe and one oft leading

brands in North America lurk has annual sales

of mare har UR billin

nnovation and product devopment

SCA is the market leader in innovation and

product development based on deep insight

regai ding the needs and behaviour of consum

ers and customers The focus of the compa

ny activities is on the development of materi

als and functions to ensure broader selec

tion enhanced strength softness and absorp

tion capacity In collaboration with customers

SCA develops complete service offerings

products broader range design marketing

and logistics solutions that are cost effective

and add value for suppliers and retailers

Targets

34% organic growth with minimum of 13%

return on capital employed

Production

36 facilities in 18 countries

Average no of empoyees

1771417109s 4%

StrategC priodties

Continue to strengthen the global Tork

brand in At tissue

Strengthen SCA brand positions for con

sumer tissue

Provide clearer added value offering for

retailers brands

Continue to focus on consumer and custo

mer insight innovations product develop

ment and marketing

Raise the companys piesence in emerging

markets mainly through proprietary brands

Consolidate partnerships with leading

wholesalers and retailers

Optirnise the supply chain and production

II

the ability to understand the future demands of

corisui mrs am customers is fundamental strat

egy for the creation of lasting value for all stake

holders SCA intends to increase investments in

ins ght nnovation and product dr velopment

with focus on functionality strength softness

design and serv Ce concept In rem ent years

large number of new and upgraded products

have been launched and the service level

enhanrod the integration of previous corporate

acquisitions has permitted continuing rational

sation of the European tissue operations with the

concei tration of production to well positioned

and efficient facilities New investments in Mexico

and Russia for example will mprovu profitability

and eff ciency

AFH tissue

In the Al segment SCA delivers complete

hygiene concepts to institutions and companies

me include tissue products for various models

of dispansE ma as well as soap and services SCA

has global strategy and global brand platform

lork This provides significant synergics since

there is little difference consumer and customer

preferences with regard to paper and dispenser

systems in diffeient parts of the world SCA

focusm son consumer and customer insight to

enhance business benefits through high level of

satisfied customers hose are active in such

areas as healthcare industry offices hotels and

restaurants Products are distributed via whole

salers and service companies

Consumer tissue

SCA offers retailers complete range of products

in the highest guality segments under SCAs pro

pnietary brands and high quality products for

retailers brands SCAs 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

pnionitised emerging markets and is market leader

in such countries as Russia and Colombia

For number of years SCA has been working

and delivery as well as service cooperation for

product development product range design mar

keting and logistics This service concept has been

well received by the leading European retail chains

Production and business processes

The integratiot of the European tissue operation

acquired by SCA is continuing on schedule Man

ufactuning and logistics are enhanced through the

relocation of productIon and investments in more

efficient facilities combiiied with the discontinua

tion of unprofitable capacity

OutJook

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 Al-H segment is deemed

stablewith full service offering that includes production
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Operations in 2009

Key events

New brand platform for consumer tissue in

Europe

aunch of Turk Elevation dispenser system

Synergy efforts front previously acquired

European tissue operation as scheduled

Drvestrr ent of an Italian facility

Restructuring in rance UK and Germany

New pioduction facility in Russia

Net ales rose by 8% to SEK 41 45m 38 380

Price increases and an improved product mix

increased sales by 3% while dw rease in

volt me had an adverse rffect of 3% Exchange

rats movements had positive effect of 8% on

net sales Sales in emerging markets increased

by 6% Synergies of SEK 455m from the Euro

pean tissue acquisition in 2007 wore realised as

scheduled he remaining SEK 245m is expected

tobe realised in 2010

the strategy ot enhanced customer relations

improved serv cc levels higher pace in innova

tion product development and product launches

contributed to favourable salet and profitability

trends for the business area Programmes

involved in the implementation of tie new brand

platform for consumer tissue in Eui ope continued

throughout tho year The aim is to reduce the

number of bra ds and so 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

launched under the Tempo toilet paper and

Plenty kitchen rolls brands Innovation has high

priority and thus SCA has laonched Tempo

Complete care handkerchiefs with lotion and

ethereal oils as well as Zewa Active wipe paper

towels treated wah cleansers

In the Nordic Region SCA launched Edet Soft

Eco and Edet Cuisine tissue manufactured from

100% recoered fibre The Edet Ecu ranges

packaging consists entirely of renewable corn

based bioplastics

In bid to meet the retail trades 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 stable second position

In 2000 using its tork Elevation dispenser

system SCA made its largest product launch in

the AEH sector in the past decade The launch

contnhiited to higher volumes and higher market

shares in declining market In the AFH market

SCAs sales to strategic European customers

increased despite the overall weaker market

Prices remained stable The downturn in the

industrial segment was partly offset through

higher demand for handhygiene products in the

aftermath of the new influenza virus The launch

of Turk in the US meant that the proportion of

higher value products rose to 26% from 18% in

the preceding year

tissue production facility in Russia with

capacity of 30000 tonnes was commissioned in

November 2000 and is expected to considerably

improve SCAs cost position The mill in Pratovec

chio in Italy with capacity of 22000 tonnes was

divested Restructuring was completed or cam

menced at mills in France Germany and the UK

The completion of the restructuring progr imme

will affect net 200 jobs at the three mills

Operahop proM rose by 66% to SEK 946m

2375 The improvement is attributable to hiqher

prices better product mix lower raw materials

costs and synergies from previous acquisitions

North American tissue operations reported

sharp improvement in profitability

Operatinq marqm rose sharply and amounted to

9.5% 6.2

Return on opital employed was 10%

Operating cash surplus amounted to SEK

6363m 4446 with operating cash flow totalling

56K 5979m 2434 The improvement in opera

ting cash surplus was supported by lower wor

king capital and slightly
lower current capital ex

penditures

Capital expenditures totalled SEK 2596m

2916

Key figures

58Km

SCA sales by product segment SCAs sales by region
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Packaging

Strategy

Board of Directors Report

Packaging

With combination of in-depth knowledge of

materials modern packaging design and know-

how in the retail trade area SCA is full-service

supplier of packaging and packaging solutions

SCA has developed three value offerings that

cover the full packaging chain of its customers

cooperative approach that also includes custom

ers marketing and sales organisations

Packaging shall be 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 companys leading position

within packaging innovation and design is 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 Europes 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

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 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 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

SCAs long-term investment activities aim to

develop its leading positions in advanced pack

aging in high value-added segments in line with

the Groups strategy to be full-service supplier

of packaging solutions These segments have

more stable rate of growth and offer SCA future

expansion opportunities and favourable profit

ability

Market position

SCA is Europes second-largest producer of

corrugated board and containerboard and one

of the largest producers of corrugated board in

China an extremely fragmented market

within packaging design which is becoming

an increasingly important competitive tool

particularly in the area of consumer goods The

companys aim is to create attractive opportu

nities for product display in stores and to

strengthen brand recognition which is key

part of products market communication

Average number of employees

203072282811%

Innovation and product development

SCA develops complete packaging solutions

SCAs aim is to adapt and optimise the func

tionality of its packaging solutions based on

logistics requirements and to deliver 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

Target

minimum return on capital employed of 10%

over an economic cycle

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

Production

About 200 facilities in 28 countries in Europe

and Asia

Capitalise on growth opportunities in rapidly

expanding markets and profitable seg

ments

SCA Annual Report 2009 31



Markct

Corrugated board

Needs adapted and purpose designed packag

ing is prerequ site for nternational trade and is

thus crucial factor ensuring thu welfare of the

global econoi 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 com nunication

The two largest
market categories for corru

gated bocid ackaging are the food and manu

tartunng industries which acc aunt for approxi

mately 4a% and 25% respectively The laiges

segment in the food industry processed food

followed byfiesh food and beverages Consumer

durables another major market category SCA

holds tavo trahle market positions with trans

poit packaging where customers often seek to

establish long term partners for complete logis

tics and desiç.n sulufions Thanks to its market

eading position in innovation and design SCA is

particularly strong in the more advanced food and

consumer durab es segments In collaboration

with its ustomers the Group develops romplete

packaging solutions with exacting demands in

terms of the quality and appcarance of packag

ing
SCA holds large market shares in the fast

grow ng aiea of intarnafional luxuiy goods

Since corrugated board is relatively bulky and

expensive to transport in relation to its val ie pro

ductio is carried out in close proximity to the

customers production tacil fiew The level of con

olidation in the Europcan maiket remains low

and there aie large number of small and

zed producers The production opei ations of

the five largest producers account for slightly

more than 400/t of the umpean market

Contakierboard

SCA is Europes second largest producer of con

tainerboard wit production at six mi four

which produce cycled qualities Similar to tI

corrugated board markot the containerboard

market is tragme ted Euiope The live arg at

producers acw unt for about 45% of the total

capacity in the rat ket

Contanerboard producers in Europe capac ty
Corrugated board producers in Europe capamty



Operations 2009

Key events

Comprehensive restructunng programme

Cloaure of containerboard mill in the UK

Closure of corrugated board plants in

Purope

Produrbon cut by 350 000 ton nec

Pnce increases for containerboard the

latter part of the year

Investments in liner mills in Gernany and

Sweden

Ne sales declined by 15% to SEK28359m

3344 Adjusted for dlveetments of operatrons

in the UK and Ireland in 2008 net cabs declined

by 0/ Lower prices and volumes accounted for

1% and 9% respectively ofthefatinsales

Exchange rate movements had positive effsct

of 6% on net sales

As result of the downturn in the economy

dcmand for corrugated board was weak during

the year Price pressure intensified as result of

thc strain created by large stocks of container

board in the market To improve the balance in the

market extensive production downtime was used

by many comoanies SCA cut its containerboard

productoon by 350000 tonnes

restructuring programme was initiated in April in

the European packaging business aened at

adapting the operations capacity and costs The

cost of the programme amounts to SEK bOrn

of which 56K 640m relates to impairment losses

and SEK 060m is cash-impacting On full imple

mentation the programme will generate annual

savings of 56K 070m as of the second quarter

of 2010

Measures during the year included the closure

of 11 corrugated board plants in Eurorie and the

earlier thamscheduled closure of the container

board plant in the UK with capacity of 260000

tonnes In 2009 the workforce was reduced by

1500 posSions In 2010 further 700 staff posi

ions will he cut Costs for 2009 amounted to SEK

45Cm and the remaining costs will be expensed

in 2010 Savings amounted to just over 56K 300m

in 2009

Opcrating profit declined by 72% and amoun

ted to SE-K 41 3m 1493 Lower prices and volu

mes were offset somewhat by lower raw material

costs and savings from the ongoing restructuring

progranime

The operabng margm was 1%

Return of capital employed amounted to 2%

Operat ng cash surplus amounted to SE-K

2047m 062 and the operating cash flow dccli

ned to SE-K 864m 1267 The reduction resulting

from the lower operating cash surplus was offset

slightly by positive effects fiom reduced working

capital and lower current expenditures

lnvestment totalled SEK 268m 2385 de

cision was taks to invest SEK 635m in the con

fainerboard mill for recovered grades in Asohaf

fenburg Germany and SE-K 255m in the kraftliner

mill in Munksund Sweden The reason for the in

vestment in Germany is new more stringent

emission standards and the opportunity to safe

guard the mills energy supply at lower cost than

currently applicable he investment in Sweden

relates to new winder that will further enhance

production of SCA White-Top Kraftliner The in

vestments are expected to be fully iiplernented

by 2011

jr

SCAs sales by region Key figures
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Forest Products

Board of Dwectors Report

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

Europes largest private forest owner with

holding 012.6 million hectares of forest of

which 2.0 million is cultivated

Brands

Product brands include Luna pulp grade

with high absorption capacity and Grapho

Verde 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 SCAs strategy

to shift its operations towards increasingly

developed products in high-value segments

and towards more attractive customer offer

ings The properties of the companys publica

tion papers are developed continuously ena

bling the product to match newspapers or

magazines 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

tomers 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

minimum of 11% return on capital employed

over an economic cycle

Average no of employees

41724224i

Production

12 facilities in 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 SCAs

leading position in the environmental area

its use of renewable raw material and its

recyclable products

Capitalise on the major potential for energy

production and effective energy solutions

available in the companys extensive hol

dings of forests and forestland and in the

industrys processes and by-products

SCA has long commanded position as one of

Europes 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 SCAs own wood raw material and 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 companys 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 SCAs own raw materials production and

logistics expertise and closer cooperation with

customers generate competitive advantages

SCA is qualified supplier of purpose-designed

wood products to industry for further processing

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 specialised supplier within several niche

markets

Integration of SCAs own wood raw material is

key aspect of the companys strategy that con

tributes to stable cash flow and reliable supplies

and facilitates quality and cost control SCAs 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 companys integration strategy with

loading and unloading terminals in Sweden and

on the continent and transports on environmen

tally sound vessels

SCAs forest assets are located in northern

Sweden where the Group has built up an efficient

supply system for its own mills and sawmills The

companys forest holdings are managed on very

long-term basis

Intensive programmes aimed at enhancing

profitability continue Forest Products relatively

strong position offers the potential to win market

shares in weak market Long-term competitive

ness is also favoured by access to the Groups

own wood raw material and SCAs 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 view to realising

SCAs wind power venture via the agreement with

the Norwegian energy company Statkraft in

2007 which involves 450 wind turbines on SCAs

land offering power capacity of 2400 GWh

annually

Strategy

SCA Annual Report 2009 35



Board of Directors Report

Forest Products

Market

The European market for publication papers amounts to SEK l4Obn Magazine paper accounts for approximately 50% while

newsprint primarily makes up the remaindei In 2009 demand for publication papers was vey sluggish due to the financial

crisis and the resulting decline in advertising expenditure The European market for solid-wood products amounts to some

SEK lObn All major European countries saw reversal in house building in 2009 which adversely impacted the market for

solid-wood products However the renovation and extension market in which SCAs products are much in demand was

not equally affected

Publication papers

SCAs 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 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 slight dip in Europe and North

America

The European publication papers market is highly

consolidated The five largest players have mar

ket share of 80% or higher for most paper grades

SCA is the sixth largest publication papers manu

Pulp timber and solid-wood products

Forest Products has pulp capacity of 520000

tonnes Approximately 40% of this capacity is uti

used 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 lObn 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

and more balanced demand SCAs 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 Europes largest private forest owner

with total of 2.6 million hectares of forestland

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 low industrial value The companys

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 SCAs 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 Europes 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 also one of Europes largest 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 companys mar

ket share in Sweden is approximately 6%

Publication papers definitions Publication papers producers in Europe capacity

LWC paper Light Weight Coated

coated paper with high mechanical pulp content Used for

high-quality magazines and advertising materials with demand

ing colour-printing requirements

5C paper SupwCaiandered publication

paper with high-gloss surface ends high content of mechan

ical and/or recycled pulp Maidy used for catalogues magazines

and
advertising materials

Newspnnt

paper used for newspapers that is based on mechanical pulp

from fresh wood fibre or recycled fibre

UPM-Kymmene 22%

StorsEnso 19%

NorskeSkog 10%

Myfykosal 8%

Holmes 6%

SCA6%

Other 29%

WI
Source Poyry

facturer in Europe SCA is the eighth largest

among manufacturers of LWC paper and sixth

among producers of SC paper and newsprint
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Forest Products

Key events

Intensified streamlining and cost-cutting

measures to achieve higher profitability

Start-up of 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 anew lime kiln at

the Ostrand pulp mill

Official permission granted for the first of

Statkraft-SCA Vind ABs wind farms in

Sweden

progress in volumes of its environmentally friendly

GraphoVerde SC paper Despite 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 competi

tive advantage for Swedish units

Operating profit rose by 13% to SEK 2503m

2207 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 fall in operating profit due to lower

sales prices Changes in exchange rates added

2% to operating profit

Capital expenditures totalled SEK 11 53m

1426 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

Net sales rose by 2% to SEK 6983m 16710

Higher prices in publication papers operations

added 4% to sales while sales fell by 1% as re

sult of lower prices in pulp and solid-wood pro

ducts Lower volumes especially for newsprint

reduced sales by 3% Despite challenging mar

ket SCA increased its shipments of LWC paper

from the preceding year largely thanks to fa

vourable trend in export sales While demand for

standard grades declined SCA enjoyed healthy

Operating margin was 14.7% 13.2

Return on capital employed was 8%

Operating cash surplus amounted to SEK

3233m 2880 while operating cash flow rose to

SEK 3305m 1697 The higher operating cash

surplus combined with lower working capital

and slightly lower current capital expenditures

contributed to the improvement

SCAs sales by product segment

SC paper 21%

LWCpaper19%

Newsprint 17%

Solid-wood products 23%

Pulp 12%

Timber 8%

UP Europe 88%

Asia 8%

55 Atrica 2%

North America 2%

Operating profit

Operating margin

Capital employed

ROCE

Strategic investments

plant and equipment

restructuring costs

company acquisitions/

diveatments

Average number of employees

2503

15

31359

SCAs sales by region Key figures

Group

SEKm 2009 share% 2008

Netsales 16g83 15 6710

of which internal 286 1575

Operating cash surplus 3233 21 2880

Change in working capital 797 226

Current capital expenditures 760 19 874

Other changes in operating

cash flow 35 83

Operating cash flow 3305 23 1697

25 2207

13

30 30964

13 552

25

4224

393

4172

Group share eucludes items affecting comparability and other

operations
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Responsibility and governance Corporate Governance

President

SCAs President and CEO is responsible for and man

ages the day-to-day administration of the Group and

follows the Boards 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 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

Boards 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 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

SCAs operational units has been considerably

simplified for example anew delegation scheme

has been drafted

SCAs 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 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 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 comple

ment to the daily monitoring of operations Through

formal work plans and terms of reference

number of issues of material significance are

placed under the control of the CEO and the Parent

Companys Board of Directors

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 Groups commitments

towards all its stakeholders shareholders customers suppliers providers of credit

society and employees commitments that are expressed in the companys business

targets and strategies

From strategic and business-driven perspective responsibility
and governance thus

take on other dimensions SCAs view is that by achieving success through governance

the Group is also guided towards more effective control The companys business proc

esses shall represent the focal point with 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 Groups risks are thoroughly analysed and grounded in the business strategy

and governance work both at Board and operational level and that

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

Corporate governance including remuneration pages 3845

This section describes the rules and regulations and the Groups corporate governance

including 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 4651

SCAs processes to identify and manage risks are part of the Groups strategy work and

are pursued at local 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 5254

SCAs sustainability work is an integral part of the companys 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 Presidents speeches and press releases

Information from the Nomination Committee since 2006 composi

tion proposals and work

Information ahead of the 2010 Annual General Meeting notice

Nomination Committee proposals Boards proposal for principles for

remuneration of the President and other senior executives informa

tion routines for notifying attendance at the meeting etc

Earlier Corporate Governance Reports since 2005

In formation regarding SCAs ownership structure is presented on page
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ResponsibHity and governance Corporate Governance

Nomination Committee

The Nomination Committee represents the

companys 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

cf

Internal audit

At SCA it is the responsibility of all employees to

ensure effective internal governance and control in the

operation or process
for which they are responsible

Since 2006 the internal audit is separate function

with the task of evaluating and improving efficiency in

SCAs 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 internal 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 SCAs internal processes
for

ordering invoicing purchasing and financial reporting

IT systems compliance with SCAs 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 companys auditors elected at the Annual Gen

eral Meeting examine SCAs annual report and con

solidated financial statements the Presidents 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

Policy documents e.g financial communications

risk management pension HR and instructions

payment authorisation and payment

Code of Conduct

Board of Directors

The Board of Directors has overall responsibility for

the companys 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

Board of Directors shall 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

Board and is responsible for ensuring that it is effec

tively organised and that work is efficiently conducted

This includes continuously monitoring the companys

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 Boards and the

Presidents work The Chairman also represents the

company in ownership matters

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

nys internal control internal audit and risk manage

ment The committee keeps itself informed on the

audit reviews and monitors the impartiality and inde

pendence of the auditors and contributes proposals

for the AGMs election of auditors

Remuneration Committee

The Remuneration Committee which is not author

ised to make decisions drafts the Boards motions in

issues relating to remuneration principles remunera

tion and other terms and conditions of employment

for the companys senior executives The committee

monitors and assesses programmes for variable

remuneration the application of the ACMs 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 legislation

Nasdaq OMX Stockholms rules and regulations

Swedish Code of Corporate Governance

Annual General Meeting AGM
The Annual General Meeting is SCAs highest

decision-making body which all shareholders

are entitled to attend to have smatter consid

ered and to vote for all shares held by the

shareholder The companys Board of Direc

tors is elected at the ACM The AGM also

appoints the companys auditors

Internal audit

Corporate Staffs

Global Hygiene Category GHC was established in 2008 to manage innovation brand strategy and tech

nology for the Groups hygiene operationa
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Responsibility and governance Corporate Governance

Activities during the year

Annual General Meeting AGM
The AGM was held on Thursday April2009 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 RoIf Bärjesson

Soren Gyll Tom Hedelius Jan Johansson Leif

Johansson Sverker Martin-Lof Anders Nyren

and Barbara Thoralfsson

re-election of Sverker Martin-Löf 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 on page 73

The minutes of the meeting in full and information

on the 2009 AGM including the Presidents

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 companys 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 2O1OAGM

The composition of the Nomination Committee

for the 2010 AGM is as follows

Carl-Olof By AB lndustrivarden Chairman of

the Nomination Committee

Hâkan Sandberg Handeisbanken Pension

Foundation among others

Pontus Bergekrans SEB Funds

Torbjorn Callvik Skandia Liv

Bo Selling Alecta

Sverker Martin-LOf Chairman of the Boaiti 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 Committees proposals for the

2010 Annual General Meeting are presented in

the notification of the AGM and on SCAs 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

SCAs Board of Directors comprises eight mem
bers elected by the Annual General Meeting

Board members RoIf Borjesson Soren Gyll Tom

Hedelius Jan Johansson SCAs President and

CEO Leif Johansson Sverker Martin-Lof Anders

Nyren and Barbara Thoralfsson were re

elected to the 2009 Board Sverker Martin-Läf

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 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 companys

major shareholders All of the Board members

understand the requirements incumbent upon

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 Sjoberg

Board activities

In 2009 the Board was convened nine times At

all Board meetings the President held presen

tation of the financial and market position In

addition the established formal work plan

encompasses number of separate points such

as the adoption of the interim reports and the

annual report On 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

companys auditors presented report on their

audit work during the year and these issues were

discussed

Classification of the largest shareholders

Nomination Committee 2010 share of votes

29.1

13.5

5.8

3.7

2.8

Board of Directors and committees

committee Attendance

Indepen- Remunera- Board Audit Remuneration

Board member Elected dent Audit tion meetings Committee Committee

Roif BSrjesson 2003 9/9 2/2

SSrenGyll 1997 9/9 6/7

Tom Hedelius 1985 9/9 2/2

Jan Johansson 2008 9/9

Leif Johansson 2006 9/9

SverkerMartin-LSf Chairman 1986 Chairman 9/9 7/7 2/2

Anders NyrØn 2001 Chairman 8/9 7/7

Barbara Milian Thorlafsson 2006 9/9

As defined in the Swedish Code of Corporate Governance

Dependent in relation to the companys major shareholder AD Industrivdrcien

President of SCA dependent in relation to the company and the Corporate Senior Management Team and fl relation to the companys major

shareholder AB lndastrivdrden

AD lndustrivarden

Handeisbanken Pension Foundafion among of hers

SEB Funds

Skandia Liv

Alecta
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The Boards work in 2009 was strongly influenced

by the financial crisis and recession and how

these events impact SCAs operation The Board

worked on and reached resolution on major

action programme in the Packaging business

area that will result in savings of about SEK bn

In strategy meeting during the year the specific

implications of the recession on various custom

ers segments was discussed with specific

focus on the graphics industry

lasues relating to the future alao shaped the

work of the Board in 2009 SCAs 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 20102012

On different occasions Business Group Presi

dents and senior managers held presentations of

their operations

Evaluation of the Boards work

The work of the Board like that of the President

is evaluated annually using systematic and

structured process the purpose of which is to

obtain sound basis for the Boards own devel

opment work and to provide the Nomination

Committee with 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 question

naire and discussions between the Chairman of

the Board and members The evaluation covers

such areas as the Boards method of work exper

tise and the years 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 of

Olrectore

Audit

committee

Remuneration

committee

Audit Committee

In 2009 the Audit Committee comprised Chair

man Anders Nyren SOren Gyll and Sverker Mar

tin-Laf 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 review of various measure

ment issues such as testing of impairment

requirements for goodwill the measurement of

foreat assets and the preconditions tor the years

pension liability calculations

Remuneration Committee

The Remuneration Committee consists of Chair

man Sverker Martin-Lof Tom Hedelius and RoIf

BOrjesson The Remuneration Committee held

two meeting during the year In addition

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 risk analysis which is

conducted in cooperation with SCAs 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 aasess

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 companys auditors for 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 lndustrivarden Husqvarna AB

Loomis AB and Melker Schörling 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 Boards third regular autumn meet

ing the auditors delivered an in-depth verbal

report on the audit for the year The formal work

plan specifies number of mandatory issues that

must be covered These include matters of impor

tance that have been 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 tske place without representatives of

company management being present

Board and Committee meetings
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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 total remuneration package

comprising fixed salary variable salary and

other benefits and 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

executives field of profession Fixed and variable

remuneration is to be linked to the executives

responsibility and authority For the CEO 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 companys

responsibility to shareholders employees and

other stakeholders

Pension benefits are to be either defined ben

efit or defined contribution or 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 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 on page 73

Variable remuneration for the CEO Executive

Vice President and Business Group Presidents is

maxim ised to 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 short and long-term portion

The short-term portion Short-term Incentive

or STI for the CEO Executive Vice President

and Business Group Presidents may amount to

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 maximum of 35% of the

fixed salary providing that the executive in

vests half of the net outcome in the companys

share and maximum of 25% if such invest

ment is not made The established LII goal is

based on the price performance of the

companys shares measured as TSR Total

Shareholder Return index compared with

weighted index of competitors shares accor

ding to the TSR principle over the most recent

three-year period The comparative companies

are selected to correspond as closely as pos

sible to SCAs operations comprising hygiene

operations 40% packaging operations 30%
and forest operations 30% The structure of

the LII was approved by the Board in 2003

See Note 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 4600000 See Note page 73 for

further information

LTI Comparative companies shares Potential maximum remuneration breakdown

Fixed salary

Short-Term Incentive

Long-Term Incentive

Outcome variable remuneration 20052009

SEKn

30

2005 2006 2007 2008 2009

Outcome SEKm Outcome ass percentage of fixed salary

Hygiene companies 40%

Packaging companies 30%

Forest companies 30%

40

20

10

80

60

40

20
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Internal control of the financial reporting
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Responsibility and governance Corporate Governance

The Boards
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 Boards 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

nys 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 Boards formal work plan stipulates which

reports and information of 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 companys and

Groups 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 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 high quality The respon

sibilities of the companys 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

companys 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 Group-wide system for reporting

annual accounts has also been introduced SCAs

Board of Directors and management assess the

financial reporting from risk perspective on an

ongoing basis To provide support for this assess

ment the companys 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 companys IT

system For further information see Risk and risk

management on pages 4651

Control activities and follow up

Significant instructions and guidelines related to

financial reporting are prepared and updated reg

ularly by the Groups central controller organisa

tion and are easily accessible on the Groups

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 groups controller organi

sations which are responsible for ensuring that

financial reporting from each unit is correct com

plete and delivered in timely manner In addi

tion each business group has Finance Manager

with responsibility for each business groups

financial statements The companys 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 stand

ardised system of control measures involving

processes that are significant to the companys

financial statements The controls are adapted to

the operational process and system structure of

each unit Accordingly each unit prepares

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 SCAs

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

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

number of these centres were introduced dur

ing the year follow up of the Groups process

based controls also took place The follow-up

showed that these controls are in place at the

majority of SCAs units and that they function effi

ciently
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Responsibility and governance Board of Directors and auditors

Elected by the Annual General Meeting

Sverker Martin-Löf 1943

Tech Lic Honorary PhD

Chairman of the Board since 2002 formerly

President of SCA AB and CED Chairman

of the Board of SSAB and Skanska Vice

Chairman of lndustrivärden Ericsson and

the Confederation of Swedish Enterprise

Member of the Board of Handelsbanken

1986

shares 3000 shares 77823

ndependent ot the company and corporate

management

RoIf Borjesson 1942

MSc Eng

Chairman of the Board of AhIsell AB

Member of the Board of Avery Dennison

and Huhtamäki Oyj

Elected 2003

shares 17850

Independent of the company corporate

management and SCAs maior share

holders

Soren Gyll 1940

Honorary PhD Engineering

Member of the Royal Swedish Academy

of Engineering Sciences jIVA

Elected 1997

shares 4407

Independent of the company corporate

management and SCAs major share

holders

Tom Hedelius 1939
MSc Econ Honorary PhD Economics

Chairman of the Board of BB Tools Indusfri

värden the Jan Wallander and Tom Hedelius

Foundation and Anders Sandrews Foundation

Vice Chairman of Addtech and Lagercrantz

Group Member of the Board of LE Lundbergfdre

tagen Honorary Chairman of Handelsbanken

Elected 1985

shares 5820

Independent of the company and corporate

management

Jan Johansson 1954

Master of Laws

President of SCA AB and CEO
Member of the Board of Haridelsbanken

Elected 2008

shares 50000

Lars Jonsson 1956

Chairman Swedish Paper Workers Union

dept 167 at SCA Graphic Sundsvall AB
Ostrand Pulp MIII Timrâ

Member of the Swedish Trade Union

Confederation jLOj

Appointed 2005

Leif Johansson 1951

MSc Eng

President of AB Volvo and CEO 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 oVA

Elected 2006

shares 6040

Independent of the company corporate

management and SCAs major share

holders

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

Anders NyrØn 1954

MSc Econ MBA

President of AB lndustrivdrden and CEO Vice

Chairman of Handelsbanken and Sandvik

Member of the Board of Ericsson ErnstrOm

gruppen lndustrivbrden SSAB and Volvo

Chairman of the Stock Market Company

Association and the Association for Generally

Accepted Principles in the Securities Market

Elected 2001

shares 1200

Independent of the company and corporate

management

Thomas Wiklund 1955

Shift Production Manager and Chairman

of Ledarna Swedish Organisat ion for

Managers at Munksund paper mill

Member of the Council for Negotiation and

Cooperation PTK

Appointed 2009

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

shares 3000

Independent of the company corporate

management and SCAs 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

shares 1815

Bert-Ivar Pettersson 1955

Works Manager at SCA Graphic Sundsvall

AB Ortviken paper mill Sundsvall

Member of the Council for Negotiation and

Cooperation PTKj

Appointed 2005

Anders Engqvist 1958
Machine Operator at SCA Packaging

Sweden AB Vhrnamo

Member of the Swedish Trade Union

Confederation OLD

Appointed 2005

Auditors

PncewaterhouseCoopers AB

Senior Auditor Anders Lundin

Authorised Public Accountant

Secretary to the Board

Anders Nyberg 1951

Master of Laws

Senior Vice President Corporate Legal

Affairs General Counsel

shares 30396

In formation regarding individuals own and

related parties shareholdings pertain to the

situation on 31 December2009

Appointed by the employees

Honorary Chairman

Bo Rydin

MSc Econ Hon PhD Econ Hon PhD

Engineering

44 SCA Annual Report 2009



Board of Directors Report

Responsibility and governance Corporate Senior Management Team

Lennart Persson 1947
CFO and Executive Vice President

Head of Finance

BSc BA

Employed since 1987

shares 35265

Robert Sjöström 1964

President SCA Global Hygiene Category

MSc Econ MBA

Employed since 2009

shares 2000

Michael Cronin 1958

President SCA Packaging Europe

Marketing graduate

Employed since March 2010

UIf Larsson 1962

President SCA Forest Products

BSc Forestry

Employed since 1992

shares 276

shares 1646

Gordana LandØn 1964

Senior Vice President Corporate Human

Resources

BSc

Employed since 2008

Anders Nyberg 1951

Sersor Vice President Corporate Legal

Affairs General Counsel

Master of Laws

Employed since 1988

shares 30396

Ulf Söderström 1964

Senior Vice President Business

Development and Strategy

Studies in economics MBA

Employed since 2009

shares 24

Senior Vice President Corporate

Communications is vacant

Information regarding individuals own and

related parties shareho/dings pertain to the

situation on 31 December2009

Jan Johansson 1954

President and CEO

Master of Laws

Employed since 2007

shares 50000

Kenneth Enksson 1944
COO Chief Operating Officer

Mechanical Engineer

Employed since 1979

shares 17373

Thomas Wulkan 1961
President SCA Personal Care Europe

BSc BA

Employed since 2000

Mats Berencreutz 1954

President SCA Tissue Europe

MSc ME

Employed since 1981

shares 417

Sune Lundin 1951

President SCA Americas

MSc Eng

Employed since 2008

Christoph Michalski 1966
President SCA Asia Pacific

MSc Econ

Employed since 2007

shares 1700
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Risk and risk management

SCA is exposed to number of risks that could

exert greater or lesser material impact on the

Group These risks are generally defined as fac

tors that impact SCAs ability to achieve estab

lished targets for the Group This applies to both

financial targets and targets in other areas SCAs

targets are outlined in the section Strategy on

pages and

Many of the risk described could have posi

tive or negative impact on the Group This implies

that if risk develops in 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

input goods customer and consumer behav

iours and movements in market prices

SCAs structure and value chain

SCAs structure and geographically dispersed

business entails in itself 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 some

what different degree by the business cycle and

general economic prosperity

The competitive situation also varies for the

different businesses SCAs products are sold

through many different channels and distribution

paths

The operation has 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

SCAs structure also means that the raw mate

rial flows are to certain degree integrated from

forest land to the finished consumer products In

200946% of SCAs wood raw materials require

ments were sourced from the Groups own forests

The wood fibre is used for SCAs production of

market pulp containerboard and publication

papers in sawmill operations and for the manufac

ture of tissue Forest waste from SCAs activities is

used in biofuel operations The energy generated in

the production process is used internally or sold

GDP trend and economic conditions

SCAs volume trend is linked to the development of Movements in the GDP trend influence demand for

GDP and related factors including industrial produc- certain SCA products

lion in countries representing SCAs main markets

Environmental impact and climate

change

SCAs 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

SCA has reduced the impact of the general eco

nomic trend by focusing on its hygiene operations

Other operations are more sensitive to economic

movements

In 2009 Personal Care and Tissue accounted for

60% of SCAs sales Sales to the retail market which

accounts for the bulk of sales of hygiene products

are more dependent on established consumption

patterns and distribution than the economic climate

The institutional care and homecare facilities seg

ment for incontinence products is also relatively

unaffected by the business cycle although it can be

impacted by the public budget situation in certain

countries The segment in the hygiene business that

is most sensitive to economic movements is AFH

which is affected by the consumption of tissue out

side the home for example within industry and

offices as well as the hotel and restaurant industry

The Packaging business area is more sensitive to

economic movements In 2009 it accounted for

25% of consolidated sales The volume trend is

influenced by developments in the food industry

about 40% of volumes and the manufacturing

industry about 30% Forest products are also

vulnerable to economic movements Sales of publi

cation papers representing 9% of SCAs sales are

affected by movements in business activity in the

advertising sector The relatively cyclical construc

tion and private house industries impact SCAs

solid-wood product business which accounts for

3% of sales

For all businesses it is important that SCA man

ages the effects of the economic movements that

occur by taking actions to reduce costs and by

reviewing the capacity and production structure

number of years ago SCA established

susfainability policy which details guidelines

for the Groups actions in the areas of environ

mental and social responsibility Risks are

minimised through preventive work in the

form of certified environmental management

systems environmental risk inspections in

conjunction with acquisitions and remedia

tion projects in connection with plant clo

sures

The Groups large forest holding has an

extremely positive environmental effect

through the absorption of carbon dioxide

Furthermore the forest guarantees access to

renewable forest raw materials

Through it
extensive Resource Manage

ment System RMS SCA monitors how the

company utilises energy water transports

and raw materials The data is used for inter

nal control and follow-up of established goals

SCA works proactively to decrease its climate

footprint by reducing its energy consumption

and emissions of greenhouse gases Continu

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 comprehen

sive description of SCAs work in this area is

provided in the Groups Sustainability Report
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rite market pulp is subsequently used in the pro

duction of mainly tissue and personal care prod

ucts Sume 41 i/o of the pulp requirement was sat

isfid by thc Groups owi pulp pioduotion SCA is

also rr
ajur player in the recovered fibre mm ket

and in 2009 colle ted 37% of the Groups total

recovered paper requirement This was primarily

used in tissue and packaging operations but

SCAs publishing paper business also sod the

coil ctod recovered fibre

Processes fa risk management

SCAs t3oaid dets rmines the Groups strategic

direction based on recommendations fiom Coo

porate Senior Management The
responsibility

for

long term and overall rnonaqement of strategic

risks follows the companys delegation scheme

from the Board to the President and from the

President to the Business Group Presidents this

means that must operational risks are managed

by SCAs business gioups at local level hut are

coordinated when deemed necessary he tools

for this work piimarily comprise continuous

reporting by the business groups and the annual

strategy process which includes risks and risk

management as part of the process

SCAs financial risk management is centraP

wed as is the case for the corporate internal bank

for financial transactions of Group companies

and management of the Groups energy risks The

financial risks are managed in accordance with

the Groups finance policy which is approved by

SCAs Board and together with SCAs energy risk

policy comprises framework for management

activities The risks are grouped and followed up

on regulai basis to ensure compliance with

these guidelines SCA has also centralised the

management of other risks

SCA has established corporate internal

audit unit which ensures that the organisation

complies with the Groups policies

Rsks and risk management

The most significant risks that impact SCAs shiP

ity to achieve established targets are presented

on pages 465l together with description of

how these risks are managed
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Economic responsibility

Creating value for stakeholders

Through its business operations BOA helps to

create economic prosperity in society and eco

not xc development among its stakeholders

bol direti and directly

SCA provides its customers with products and

purchases mmci ials and services from its suppli

era Wages are paid to employees who in turn

cor tribute to society through taxes arid purchas

ing power Sh reholders receive dividends and

society receives niome in the form of taxes SCAs

involvement in community prolects contributes to

local economies SCAs operations in emerging

moi kets help iese regions to develop economi

cally through SOA5 interaction wit local stake

holders such as employees arid local supoliers

Sustrenable enterprise important for

competitiveness

The past few years have been characterised by

shQrp rise in irterest in sustainability among cus

torners and consumers In contract negotiations

customers increasingly ask questions and make

demands that primarily relate to the environment

but also to social responsibility

For SCA which has been conducting sustain

abi tv work for many years this provides corn

pettive advantage Examples of product launches

Last year deliveries of SC paper in Europe

declined by 9% at the same time as SCA

recorded an mcrease of nearly 50% in sales

of its SC quahty GraphoVerde paper with

high proportion of recovered fibre

In 2009 only 82% of the Luropean production

capacity for SC paper was utilixed In decli

ning market OrsphoVerde was shining

exception and sales surpassed already hiqh

expectations

with an environmental focus in 2009 include Edet

Lco tissue manufactured from 100% recovered

fibre Nordic ecolaboled baby diapers from Libero

and magazine paper based on more than 50%

recovered fibre see box below

Increasing share of investors with

sustaniability reqtnrements

Sustainability assessments of the company have

become increasingly important to investors in

RCA shares Maior institutional investors often

add environmental and social parameters to their

risk analysis while number of sustainability

funds have strategy of only investing in compa

nies that are among the best from an environmen

tal social and economic perspective

In the most recent measurement 2008 it was

estimated that 20% of SCAs shares are owned

by investors who examine how the Group con

ducts its sustainable development work This cor

responds to an increase of 15 percentage points

since 2004 73 European sustainability funds

have SCA in their investment portfolios

Cost distrthution by stakeholder
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Our technology development has reached

such high level that we can produce paper of

excellent quality using high proportion of

recovered fibre1 says Mark Lunabba Presi

dent SCA Graphic at Laakirchen Grapho

Verde fills an entirely new product position that

did not exist earlier in terms of quality and

price

Production of GraphoVerde requires less

wood and electricity and generates lower

emissions of carbon and other environmentally

damaging substances than other high-quality

magazine paper

SCA mcluded in many sustainabibty indexes

SCA is assessed annually by several ranking insti

tutes During 2009 the company was once again

included in the Dow Jones Sustainahility Index

both the Dow Jones DXX Sustainability Index

and the Dow Jones Sustainability
WORLD index

which are two of the worlds most prestigious sus

tainability indexes BOA is one of only tour Swed

ish companies included in the two indexes

Since 2001 SCA has been listed on VISE

4Good index measuring earnings and perfoi in

ance among ompanies 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 BOA is included In

2009 interest from SRI Socially Responsible

Investment players remained considerable

Percentage of SCA shares owned by investors

with sustainahitty monitoring

1.14

40
44
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Social responsibility

Board of Directors Report

Responsibility and governance Sustainability

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 SCAs

approach to such issues as health and safety

employee relations human rights business

ethics and community involvement

SCAs 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 total of 29

cases of non-compliance with the Code of Con

duct were reported In Asia hotline was intro

duced that can be used by employees and others

to report violations

Business Practice Reviews are used to moni

tor compliance with business ethics These are

carried out by SCAs internal audit unit

Between 2005 and 2007 SCA undertook 28

human rights assessments at facilities in 12 coun

tries In 2010/2011 number of new human

rights assessments are scheduled together with

follow-up on progress achieved at the sites previ

ously visited

Employee relations

SCAs 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 new leadership platform that will

form the basis for the Groups organisation and

talent management SCA also developed global

Lost Tinie Accidents

Days Lost due to Accidents

Accident Severity Rate1l

Incident Rate

Frequency Rate

Fatalities

Days Lost due to Accidents divided by Lost Time Accidents

Two SCA employees and one contractor

performance management review system that

enables employees to identify distinct link

between individual performance and fulfilment of

SCAs business targets

Health and safety

The provision of safe working environment is

paramount at SCA Safety statistics fill an impor

tant function in the Groups health and safety

activities and form the basis for risk analysis and

continuous improvements

2009 2008 2007 2000 2005

564 685 770 762 915

15947 16181 15812 17428 18969

28.3 23.7 20.5 22.3 20.7

1.4 1.6 1.8 1.8 2.0

7.3 8.5 9.5 9.8 11.7

321

Improved water

usage

Compliance with Code

of Conduct

SCA shall reduce water

consumption by 15%

and the organic content

of wastewaterby 30%

between 2005 and 2010

Results in 2009

By year-end 2009 specific water con

sumption had decreased by 4.9% and

organic content of wastewater by 40%

compared with the reference year

2005 2006 2007 2008 2009

-l

30

40

50

SCAs Code of Conduct shall

bean integral element of daily

operations

Results in 2009

Evaluation of business practices in Russia imple

mented

whistleblower system for Code of Conduct was

introduced in China and Southeast Asia

Development of new global leadership platform

that will form the basis for the Groups leadership

planning

new global performance management review

system was developed that will provide clearer

link between the individuals performance and

fulfilment of SCAs business targets

Safety statistics

2010

Target

Specific Water consumption

Specittc organic content Biochemical Oqigen Demand

in wastewater
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Financial statements Group

Income statement

2009 20083 2007

Group Note SEKm EURm1I SEKm EURm SEKm EURm
Net sales 110857 10466 110449 11532 105913 11456

Costofgoodssold 84744 8001 88190 9208 84812 9174

Grossprofit 26113 2465 22259 2324 21101 2282

Salesandadministrationexpenses 16500 1558 13730 1434 11303 1221
ltemsaffectingcomparability 1458 137 300 32

Shareofprofltsofassociates 35 25 49

Operating profit 8190 773 8554 893 10147 1098

Financial income 158 15 246 26 193 21

Financialexpenses 1802 170 2563 268 2103 227

Profit before tax 6548 618 6237 651 8237 891

Tax 1716 162 639 67 1076 116

Profitfortheyear 4830 456 5598 584 7161 775

Earnings attributable to

Equity holders of the Parent Company 4765 450 5578 582 7138 772

Minority interests 65 20 23

Earnings per share

Earnings per share SEK equity holders of Parent Company

betore dilution effects 6.78 7.94 10.17

afterdilutioneffects 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 4765 5578 7138

Average number of shares before dilution million 702.3 702.2 701 .8

Warrants o.o 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

Profitfortheyear 4830 5598 7161

Other comprehensive income

Actuarial gains/losses on defined-benetit pension plans 3322 .230

Available-for-sale financial assets

Gains/Losses trom tair-value measurement recognised in equity 331 599 255
Traristerred to income statement at sale 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

Translation differences in foreign operations 2750 2.885 23

Gains on hedges of net investments in foreign operations 1391 763 360

Income tax relating to components otother comprehensive income 24 192 1013 308
Other comprehensive income net of tax 1678 481 1056

Total comprehensive income 3152 6.079 8217

Total comprehensive income attributable to

Equity holders of the Parent Company 3164 5921 8158

Minority interests 12 5ff 59

By business area Net sales Operating profit

SEKm 2009 2008 2007 2009 2008 2007

Personal Care 25716 23331 22101 3235 2912 2960

Tissue 41.425 38380 33332 3946 2375 .724

Packaging 28359 33441 33728 413 1493 2651

Forest Products 16983 16710 18744 2503 2207 2870

Publicationpapers 9759 9015 8715 1253 402 537

Pulp timber and solid-wood products 7224 7695 10029 1250 805 2333

Other 1470 1468 1336 449 433 358

Intra-Group deliveries 3096 2881 3328

Total 110857 110449 105913 9648 8554 9847

lAverage exchange rate ot 10.599.589.25 was applied in translation to EUR

Board proposal

In figures for 2008 reclassification took place between Cost of goods sold gross profit and Sales and administration expenses

Excluding items affecting comparability
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Consolidated statement of changes in equity

Financia statements

Group

SEKm

Attributable to equity holders of the Parent Company

Opening balance January

Total comprehensive income for the year

Sale of treasury shares

Adjustment between SCAs owners equity and liability to minority interests

Dividend 2458

Closing balance 67156

Minority interests

Opening balance January 802 689 664

Total comprehensive income for the year 12 158 59

Adjustment between SCAs owners equity and liability to minority interests 115

Dividend 40 39 132

Change in Group composition 17

Closing balance 750 802 689

Total equity closing balance 67906 67252 64279

For further information see Note 24 Equity on page 86

Operating cash-flow statement supplementary disclosure

2009 2008 2007

SEKm EURm1I SEKm EURm1 SEKm EURm1

Change in

Operating receivables 1556 147

Inventories 2210 209

Operating liabilities 459 44

Change in working capital 3307 312

Current capital expenditures net 4037 381 5353 559 5155 559

Restructuring costs etc 870 82 684 71 695 75

Operating cashflow 14133 1334 7813 816 8127 879

Financialitems 1644 155 -2317 242 1910 207

Taxpayments 1003 94 1702 178 1719 186

Other 16 10

Cashflowfromcurrentoperations 11490 1085 3810 398 4508 487

Strategic investments restructuring costs and divestments

Companyacquisitions 51 1764 184 4545 492

Strategic capital expenditures non-current assets 3031 286 3109 325 1342 145

Strategic restructuring costs

Total strategic investments 3082 291 -4873 509 5887 -637

Divestments 75 1140 119 2852 308

Cash flow from strategic restructuring costs investments and divestments 3007 284 3733 390 3035 329

Cash flow before dividend 8483 801 77 1473 158

Sale ot treasury shares 28 55

Dividend to shareholders 2498 236 3128 327 2.939 318

Netcashflow 5985 565 3023 316 1411 154

Net debt

2009 2008 2007

SEKm EURm1 SEKm EURmfl SEKm EURm

Net debt January 47002 4298 37368 3948 36399 4024

Netcashflow 5985 565 3023 316 1411 154

Rerneasuremerits taken to equity 729 69 3523 368 1013 10

Currencyeffectsetc 1316 -114 3088 334 571 120

Net debt 31 December 40430 3916 -47002 -4298 37368 3948

Average exchange rate of tO.59 9.58 9.25 was applied in translation to WA

2009 2008 2007

66450 63590 58299

3164 5921 8158

28 55

115

3089 2807

66450 63590

Group

Operating expenses

Net sales

Operating expenses

Operating surplus

Adjustment for significant non-cash items

Operating cash surplus

110857

94415

16442

10466

8914

1552

709 67

15733 1485

110449 11532 105913 11456

95709 9993 86095 9312

14740 1539 19818 2144

871

13569

91

1448

798 83

363 38

454 47

19

4532

15286

1967

1765

2433

-1299

-490

1654

213

191

263

141
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Financial statements

Group

Cash-flow statement

Change in inventories 2210 209 363 38

Change in operating receivables 1556 147 798 83

Change in operating liabilities 459 43 454 47

Cash flow from operating activities 15281 1443 9328 973

Investing activities

Acquired operations2

Divested operations3 71

Investments in property plant and equipment and intangible assets4 7215 681

Sale of property plant and equipment 150 14

Loans granted to esterna parties

Repayment of loans to external parties 672 63

Cash flow from investing activities 6367 601

Financing activities

Sale of treasury shares 28

Loans raised 6615

Amortisation of debt 6966 658

Dividend paid 2498 236 3128 327 2939 318

Cashflowfromfinancingactivitiea 9464 894 3515 367 131 14

Cashflowfortheyear 550 52 2613 273 1394 148

Cash and cash equivalents at the beginning of the year 5738 524 3023 319 1599 177

Exchange differences in cash and cash equivalents 40 27 102 68 30

Cash and cash equivalents at the end of the year5 5148 499 5738 524 3023 319

Average exchange rate of 10.599.58 9.25 was applied in translation to EUR

Including diadend to minOrity

Non-current assets

Operating assets

Cash and cash equivalents

Provisions

Net debt exci cash and cash equivalents

Operating liabilities

Minority interests 10

Fair value of net assets

2009 2008 2007 Discontinued operations SEKm

7428 6211 9719 Non-currentassets

668 720 5645 Operating assets

463 1331 Cash and cash equivalents

Non-current assets held for sale

499 -61 684
Net debt excL cash and cash equivalents

293 -63 205
Provisions

6431 4812 4516 Operating liabilities

Liabilities held for sale 55
2009 2008 2007

Minority interests

38 1487 3064 Gain/loss on sale 28

32 132 347 Purchasepricereceived 72 1148 2778

87
Less unpaid purchase price

123 20 Cash and cash equivalents in divested operations 19 12

174
Effect on Groups cash and cash equivalents

24 36 67 Discontinued operations 71 1129 2785

41 1460 3247 Investments in property plant and equipment and intangible non-cunent assets

18 Investments in property plant and equipment and intangible non-current assets and biological

37 297 1162 assets during the yeartotalled SEK 721 8m 8671 7009 of which SEK 3m 36 18 was

financed through finance eases
78 1757 4391

Acquisition price

Unpaid purchase price for acquisitions

Settled debt pertaining to acquisitions in earlier years

Cash and cash equivalents in acquired operations

Effect on Groups cash and cash equivalents

acquisition of operations

78 1757 4391 Cash and cash equivalents SEKm

32 Cash and bank balances

76 Short-term investments maturity months

87 Total

2009 2008 2007

1570 1462 1681

3578 4276 1342

5148 5738 3.023

lnterestpaidSEKm 2009 2008 2007

Interest paid 2021 2096 1822

Interest received 89 170 118

Total 1932 1926 1704

2009 2008

SEKm EURm SEKm EURm SEKmGroup

Operating activities

Profit beforetax 6546 618 6237 651

Adjustment for non-cash items1 6431 607 4812 502

12977 1225 11049 1153

Taapayments 1003 95 1702 178

Cash flow from operating activities before changes in working capital 11974 1130 9347 975

Cash flow from changes in working capital

2007

EURm

8237

4516

12753

1719

11034

1765

1967

2433

9735

45 1763

1129

8635

210

1171

890

488

1378

186

1192

191

213

263

1051

473

301

756

54

43

917

326

184 4371

118 2785

901 6991

22 502

122 397

10230 -1067 -6472

55

691 3015

Adiustment for non-cash items SEKm

Depreciation and impairment of non-current asaets

Fair-value measurement of forest assets

Unpaid relating to efficiency programme

Payments relating to efficiency programme previously

recognised as liabilities

Other

Total

Acauired ooerations SEKm

2009 2008 2007

80 1019 117

27 867 717

19 12

2385

11 67

219 26

24 521 302

Negative goodwill dissolved in income statement

Goodwill

Acquisition price

45 1763 -4371
The Groups total liquidity reserve at year-end amounted to SEK 38548m 26422 25342
including unutilised lines of credit of SEK 3340Dm 20684 22319
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Correlation between cash-flow statement and

Financial statemtnts

Group

operating cash-flow statement suppementary disclosures

Cash flow from current operations as shown

in the Operating cash-flow statement 11490

672

6966

6615 3015

10 107

246 166 62
36 18

5985 3023 1411

Cash flow from operating activities

SEKm

Cash flow from operating activifios

2009

15281

Less

St rategic restructuring costs

Add

Current capital expenditures

Accrued interest

2008

9328

5353

-.166

4037

246

Cash flow from investing activities

SEKm

Cash flow from investing activities

2009 2008

550 2613

Cash flow for the year

2007 SEKm

9735 Cash flow for the year

Less

Payment of loans to external parties

Repayment of loans to external parties

5165 Amortisation of debt

62 Loans raised

Add

3.810 Net debt in acquired operations

Accrued interest

Investments through finance leases

Net cash flow according to Operating

cash-flow statement

2007

1394

2009 2008 2007

6367 10230 8472

1171 397

Less

Current capital expenditures 4037 5353 5165

Payment of loans to external parties 1171 397

Repayment of loans to external parties 672

Add

Strategic restructuring costs

Net debt is acquired and discontinued

operations

Investments financed via leasing

Cash flow from strategic investments

restructuring Costs and divestments accord

ing to Operating cash-flow statement

10 107

36 18

3007 3733 3035
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Financial statements

Group

Balance sheet

31 Dec 2009 31 Dec 2008 31 Dec 2007

Group Note SEKm EURmO SEKm EURm SEKm EURmn

ASSETS

Non-current assets

Goodwill 10 19147 1855 19374 1772 18161 1919

Otherintangibleassets 10 3404 330 3786 346 3455 365

Buildings land machinery and equipment 11 61404 5947 63700 5825 56447 5965

Biologicalassets 12 25397 2460 24711 2260 23905 2526

Participations in associates 13 979 95 983 90 950 100

Sharesandparticipations 14 80 73 68

Surplusinfundedpensionplans 26 230 22 843 77 2137 226

Non-current financial assets 17 1832 177 1656 151 1526 161

Deferredtasassets 1156 112 1073 98 1042 110

Other non-current assets 178 17 166 15 122 13

Total non-current assets 113807 11023 11636 10641 107813 11392

Current assets

Inventories 19 11459 1110 13958 1276 12780 1350

Tradereceivables0 20 16103 1560 18364 1680 17607 1861

Current tax assets 332 32 682 62 570 60

Othercurreritreceivables2 21 2711 262 3117 285 2836 300

Current financial assets 22 194 19 642 59 366 39

Non-current assets held for sale 23 105 10 102 55

Cash and cash equivalents 22 5148 499 5738 524 3023 319

Total current assets 36052 3492 42603 3895 37237 3935

Total assets 149859 14515 158968 14538 145050 15327

EQUITY AND LIABILITIES

Equity 24

Shareholders of the Parent Company

Sharecapital 2350 228 2350 215 2350 248

Other capital provided 6830 661 6830 625 6830 722

Reserves 2682 260 3580 327 842 89

Retained earnings 55294 5355 53690 4909 53568 5660

67156 6504 66450 6076 63590 6719

Minority interests 750 73 802 73 689 73

Total equity 67906 6577 67252 6149 64279 6792

Non-current liabilities

Non-current financial liabilities 25 30343 2939 38859 3553 20247 2139

Provisionsforpensions 26 3567 345 3443 315 1987 210

Deterredtaxliabilities 9784 948 9849 901 11343 1199

Other non-current provisions 27 477 46 643 59 869 92

Ottiernon-current liabilities 28 185 18 214 19 133 14

Total non-current liabilities 44356 4296 53008 4847 34579 3654

Current liabilities

Currentfinancialliabilities 25 13761 1333 13170 1204 21943 2319

Tradepayables 12272 1189 14156 1294 13526 1429

Tasliabilities 385 37 199 18 597 63

Currentprovisions 27 1107 107 1052 96 ll65 123

Othercurrent liabilities 29 10072 976 10131 928 8961 947

Total current liabilities 37597 3842 38708 3540 46192 4881

Total equity and liabilities 149859 14515 158968 14536 145050 15327

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

Capitalemployed 108336 10493 114254 10447 101647 10740

Net debt 40430 3916 47002 4298 37368 3948

Closing eucharige rate of 10.32110.94 9.48 was applied in translation to EUR

2As of 2009 bills receivable 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

Financial statements

Parent Company

Tax payments

Cash flow from operating activities

before changes in working capital 2885 -871

Cash flow from changes in working capital

Change in operating receivables2 368 758

Change in operating liabilities2 -608 375

Cash flow from operating activities 2645 288

Investing activities

Company acquisitions3 31598 5738

Investments in non-current assets 53 118

Sale ot property plant and equipment 26

Repayment of loans 5788

Cash flow from investing activities 31.646 42

Financing activities

Sale of treasury shares etc 30

Loans raised 30366 3.212

Group contribution received/paid 1.093 177

Dividend paid 2458 3089

Cash flow from financing activities 29001 330

Cash flow for the year

Cash and cash equivalents at the beginning of the year

Caah and cash equivalents at the end of the year41

Adiuatment for non-cash items 2009 2008

Depreciation of non-current assets 47 47

Change in accrued items 475 133

Unpaid relating to efficiency programme

Payments relating to efficiency programme previously

recognised as liabilities 12 25

Dividend income in the form of shares ins subsidiary company 30001

Other 25 24

Total -30466 -132

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

in operating receivables and operating liabilities respectively

Capital contribution and subscription to new share issue ins Oroap company

The companys current account isa subsidiary account and is recognised in the balance sheet as

liabilities to subsidiaries

Supplementary disclosures

Interest and dividends oaid and received 2009 2008

Dividends received 5016 2254

Interest paid 1840 2644

Interest received 139 180

Total 3315 210

Income statement

5EKm

Cash-flow statement

5EKm 2009Note 2009 2008

Administrative
expenses 34 35 36 446 461

Otheropersting income 196 126

Other operating expenses 187 126

Operating loss -437 461

Financial items 37

Income from participations in Group companies 35017 2254

Interest income and similar profit items 360 153

Interest expenses and similar charges 1589 2485

Total financial items 33788 78

Profit/loss after financial items 33351 539

Appropriations 38 10

Tax on profit for the year 39 433 808

Profit for the year 33774 261

Operating activities

Profit sftervnsncisl items 33351 539

Adiust went for non-cash items 30466 132

2885 -671

2008
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Financial statements

Parent Company

Balance sheet

SEKm

ASSETS EQUITY PROVISIONS AND LIABILITIES

Fixed assets

Capitalised expenditure for development programmes

Intangible fixed assets 40

Buildings and land 6359

Machinery and equipment

Property plant and equipment 41 6360 6328

Shares 42 124005 62406

Receivablea from aubaidiaries 43 269

Other non-Current receivables 130 132

Financialfixed assets 124404 62538

Total fixed assets 130765 68868

Current assets

Receivables from subsidiaries 43 2281 1590

Current tax assets 39 18 18

Other current receivables 44 123 123

Cash and bank balances

Total current assets 2422 1731

Total assets 133187 70599

Profit brought forward

SEKm Share capital Revaluation reserve Statutory reserve and profit for the year Total equity

Equity at 31 December 2007 2350 1363 7283 9496 20492

Group contributions 755 755

Tax effect of Group contributions 212 212

Total changes not recognised in the income statement 543 543

Prof it for the year 261 261

Dividend SEK 4.40 per share 3089 3089
Sale of treasury shares 30 30

Equity at 31 December2008 2350 1363 7283 7241 18237

Group contributions 410 410

Tax effect of Group contributions
08 108

Total changes not recognised in the income statement 302 302

Profit for the year 33774 33774

Dividend SEK 3.50 per share 2458 2458

Equityat3l December2009 2350 1363 7283 38859 49855

Note 31 Dec 2009 31 Dec 2005 SEKm

Equity 45

Note 31 Dec 2009 31 Dec 2008

Share capital 2350 2350

Revaluation reserve 1363 1363

6326 Statutory reserve 7283 7283

Total restricted equity 10996 10996

Retained earnings 5085 6980

Profit for the year 33774 261

Total unrestricted equity 38859 7241

Total equity 49855 18237

Untaxed reserves 38 147 136

Provisions

Provisions for pensions 46 415 419

Provisionsfortaxes 39 213 161

Total provisions 628 580

Non-current liabilities

Non-current interest-bearing liabilities 47 7566

Other non-current liabilities

Total long-term liabilities 7566

Current liabilities

Liabilities to subsidiaries 43 74802 51544

Account payables 11 27

Other current liabilities 48 176 75

Total current liabilities 74991 51646

Total equity provisions and liabilities 133187 70599

Contingent liabilities 49 43930 50855

Pledged assets 50 155 636

Change in equity Note 45
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Notes

NOTE 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 separate heading

BASIS FOR PREPARATION

The SCA Groups financial statements are prepared in accordance with the Annual Accounts

Act and International Financial Reporting Standards IFRS/lnternational Accounting Stand

ards lAS as adopted within the EU and the Swedish Financial Reporting Board Recom

mendation RFR .2 Supplementary accounting principles for Groups

The Parent Companys financial statements are prepared in accordance with the Swed

ish Financial Reporting Boards 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 2009 SCA applies the historical coat

method for measurement of assets and liabilities except for biological 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 Share-based Payments has been revised with respect to vesting conditions and can

cellations effective January 2009 The amendment had no impact on the Group

IFRS Financial Instruments Disclosures effective 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 hier

archy comprising three levels based on quoted prices on an active market an assess

ment based on directly or indirectly observable market inputs other than those included in

Level 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 Operating Segments has replaced lAS 14 effective January 2009 According to

IFRS segment information must be recognised on the basis of how management inter

nally follows up operations The application of IFRS did not constitute any changes in

reportable segments compared with previous reporting

lAS Presentation of Financial Statements has been amended effective January 20091

According to the amendment the Group must present statement of other comprehensive

income immediately following the consolidated income statement and consolidated state

ment of changes in equity

lAS 23 Borrowing Costs has been revised so that loan coats directly attributable to the

acquisition construction or production of qualifying assets shall be included as part of the

investment cost effective 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 maior investment proiects

and accordingly the change has not had material impact on the consolidated accounts

lAS 32 Financial Instruments Classification and lAS Presentation of Financial State

ments Amendment pertaining to the classification of certain financial instruments that enti

tles the holder to proportional share of the issuing companys net assets in coniunction

with liquidation which according to previous regulations were classified as liability effec

five January 2009 The amendment had no impact on the Group

IFAS First-time Adoption of IFRS and lAS 27 Consolidated and Separate Financial

Statements Amended so that legal entities can choose during the transition to IFRS to

value investments in subsidiaries oint ventures and associated companies at cost or fair

value effective January 2009 The amendment had no impact on the Group

IFRIC 13 Customer Loyalty Programmes effective July 2008 is 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 Net Investment in Foreign Operation effective 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 net investment in foreign opera

tion can be recognised The interpretation had no impact on the Group

Over the course of its 2008 improvement proecf 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 material

impact on the Groups financial statements

New standards amendments and interpretations adopted by the EU but not

yet effective and not applied in advance

IFRS First-time Adoption of IFRS effective July 2009 has been revised The Group is not

affected by the change

IFRS Business Combinations has been revised effective July 2009 This amendment

applies prospectively to acquisitions after the effective date Transaction costs may no longer

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 rule be recognised in profit for the

period In connection with step acquisitions when 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 proportional share of the fair value of

identifiable net assets or at fair value Depending on the alternative selected for recognising

minority interest it will affect the size of any goodwill The Group applies these amendments

to IFRS from January 2010 and for new acquisitions after the effective date

lAS 27 Consolidated and Separate Financial Statements has been amended effective

July 2009 Losses attributable to minority interest shall be recognised even if this results 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 profitlloss 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 lAS 27 from January 2010

lAS 32 Financial Instruments Presentation effective February 2010 clarifies that equity

instruments shall be classified as equity in connection with rights issues when the exercise

price is determined in currency other than the functional currency The amendment is cur

rently not applicable to the Group

lAS 39 Financial Instruments Recognition and Measurement was amended with regard

to eligible hedged items effective July 2009 The amendment clarifies the application of

the principles for hedge reporting The Group applies the amendment as of January 2010

but the current assessment is that if will not have any impact on the Group

IFRIC Reassessment of Embedded Derivatives and lAS 39 Financial Instruments Rec

ognition and Measurement effective 30 June 20091 has been amended insofar as 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 Groups financial

statements

IFRIC 12 Service Concession Arrangements effective 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 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 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 July 2009 The interpretation

provides guidance with regard to reporting of assets transferred from customers The Group

applies this interpretation from January 2010 but the current assessment is that it will not

have any impact on the Groups financial statements

New standards amendments and interpretations published by IASB but either

not yet effective or not yet adopted by the EU
IFRS First-time Adoption of IFRS effective January 2010 has been revised with respect to

future exceptions for first-f ime adopters of IFRS The Group is not affected by the amendment

IFRS Share-based payments effective July 2009 has been revised with regard to

Intra-Group cash-settled payments The amendment is not currently applicable to the Group

IFRS Financial Instruments effective January 2013 The first of three stages of the

new standard was presented as part of the reform that aims to entirely replace lAS 39 with

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 will

only have marginal impact on the Groups position and earnings

lAS 24 Related-Party disclosures effective 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 lAS 19 The Limit on 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 pension scheme for which there is

requirements for minimum funding The Group will apply the amendment when it comes into

effect but the assessment is that it will not have any material impact on the Groups financial

statements

IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments effective July 2010

isa new interpretation that clarifies how recognition shall be effected when debtor renego

tiates the conditions of financial liability with 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
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Improvements to International Financial Reporting Standards and interpreta

tions IFRIC issued in April 2009 that become effective January 2010 and

that have not yet been adopted by the EU

Over the course of its 2009 improvement project the International Accounting Standards

Board IASB identified some ten amendments to IFRS/IAS standards and interpretatjons

entailing changes to presentation recognition and measurement None of these changes

are deemed to have material impact of the Groups 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

well as other information disclosed The actual results may differ from these assessments

CONSOLIDATED ACCOUNTS
The consolidated accounts are prepared in accordance with the Groups 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 Groups cost If the cost of shares in

subsidiaries at the acquisition date exceeds the estimated value of the Groups 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 significant
influence without the

partly-owned company being subsidiary or 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 Groups share ot 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 SCAs share of equity in the respective associate

Minority interests

Minority share in subsidiarys net assets is recognised as separate item in the Groups

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 gain or loss that is recognised in

the consolidated income statement Acquisition of minority shares can result in goodwill if

the coat 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 Companys 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 Groups presentation currency using

the following procedures

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 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 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 dispoaal 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 subsidiary in hyperinflationary country are

adiusted 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 translated to 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 lAS 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 coat 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 aervicea within the Groups 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

Groups 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 divi

dend has been determined

SEGMENT REPORTING

Operating segments are recognised in 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

companys President who is responsible for and manages the day-to-day administration of

the Group in accordance with the Boards 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 SCAs 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 non-current asset and 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 lease pay

ments are divided between amortisation of the liability and financial expenses so that each

reporting period is charged with an interest amount that corresponds to 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 useful 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 straight-line basis over the lease term

Parent Company
The Parent Company reports all leases as operating leases

Financial statements

Notes
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NOTE CONt

IMPAIRMENT LOSSES

Assets that have an indefinite useful life are not depreciated but sre annually
tested for

impairment The value of depreciated assets is tested for impairment whenever there are

indications that the carrying amounf is possibly not recoverable In cases in mhich the carry

ing amount of an asset exceeds its estimated recoverable amount an impairment loss is

recognised on the asset domn to the recoverable amount An impairment loss recognised

earlier is reversed it the reasons for the earlier impairment no longer exist Homever

reversal is not higher than the carrying amount mould have been it an impairment loss had

not been recognised in previous years When teating for impairment of goodwill the assets

are grouped in cash-generating units and assessments are made on the basis of these units

tuture cash floms Impairment losses on goodmill are never reversed

TAXES

The Groups 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

mell 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 ax 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

tewporary differences loss carryforwards and tax credits are recognised to the extent it is

probable that deductions can be made against future prott

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 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 also 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 SCAs 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 Companys 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 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 affer 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 limited useful life are amortised on straight-line basis during their

anticipated useful tife which varies bstween three and seven years

Research and development

Research expenditure is recognised as an expense as incurred In cases in which it is difficult

to separate the research phase from the development phase in 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 Capitaliaed

expenditure is depreciated in 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 deterred income jliabilityj 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

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 fhe initial liability for emission allowances received is

dissolved over the income statement as income in pace with carbon dioxide emissions

wade 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

wade 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 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 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 straight-line

basis over the anticipated useful life which varies between and 20 years

PROPERTY PLANT ANt EOUIPMENT

Property plant and equipment is recognised at cost affer 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 pertormed on 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

Pulp and paper mills sawmills

Converting machines other machinery

Tools

Vehicles

Buildings

Energy plants

Cowputers

Off ice equipment 510

Harbours railways

Land improvements forest roads

The residual values and useful lives of assets are tested on continuous basis and adjusted

when required

Parent Company
The Parent Companys property plant and equipment which are recognised in accordance

with the Groups accounting principles include standing timber which in the Group is classi

fied as biological asset No systematic depreciation or changes in value in coniunction with

felling is effected in the Parent Company Collective revaluation of forest assets has occurred

The revaluation amount was placed in revaluation reserve in equity

BIOLOGICAL ASSETS

The Groups standing timber is defined and recognised as biological asset Forestland and

forest roads are classified as land and land improvements The biological aaaeta are valued

and recognised at fair value affer deduction for estimated selling costs The change in value

is recognised in the income statement The fair value of the Groups 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 felling coats and silviculture costs including costs for statutory replanting

Environmental restrictions and other limitations are taken into account and the calculation is

pertormed for production cycle that SCA estimates at an average of 100 years The dis

count factor is based on normal forest companys weighted average
cost of capital

VACCj

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

Number of Years

1025

7la

310

45

1550

1530

35

2030

1020
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Recognition and derecognition from the balance sheet

Purchases snd sales of financial instruments are recognised in the financial statements on

the trade date mith the exception of loan receivables available-for-sale financial asseta and

other financial liabilities all of mhich are recorded on the settlement date Financial instru

ments are initially recognised at cost mhich corresponds to the fair value of the inatrument

including transaction coats Financial assets are derecognised from the balance sheet mhen

the risk and the right to receive cash tlowa from the instrument have ceased or been trans

tarred to another counterparty Financial liabilities are derecognised trom the balance sheet

when SCA has met its commitments or they have been otherwise extinguished SCA reports

tinancial instruments with remaining maturity of leaa than 12 months as current assets and

liabilit lea and those that exceed 12 months as non-current assets and liabilities The duration

of utiliaed loans under syndicated lines of credit are recognised with the same duration as

the me 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 securifies 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 rafea

for each duration Theae 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 if is probable that the debfors

cannot meet their commitments For disclosures in note relating to long-term loans cur

rent market interest rates and an estimate of SCAs risk premium are faken info account in

fair value calculations The fair value of short-term loans and investments is considered to

correspond to the carrying amount since change in market interest rates does nof have

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 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 ifs financial

instruments in the
categories below

uii it efs at tic va Au ouqf tic in ccc stafutiior

Assets are classified in this category when the intention is fo sell in the short term Derivatives

with nosifive market value are classified in this category if they are not identified as hedges

snd meef requirsmenfs for hedge accounting Assets in this
category are recognised conf in

uousiy affair value and changes in value are recognised in profit or loss Only financial dnriva

fives were classified in this category during the year

Fl_Il It Auct resin is

Held to-maturity investments are defined as financial assets that are not derivatives and fhat

have fixed or deferminable 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

mefhod which means they are accrued so that consfanf return is obtained No financial

instrument was classified in this category during the year

.1 fir Iv i.e itir

Loans and trade receivables are financial assets which are not derivatives wifh 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 infention of

conducting frading in the receivables Assets in this
category are measured at amortised

cost less potential provision for impairment Trade rncnivabiee are recognised in the

amount af which fhey are expected to be paid based on an individual assessment of bad

debts Any impairment of trade receivables affects SCAs operating profit

Ar iF fir rio train ct

This category includes financial assets fhaf are not derivafivos 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 change attribufable to the change in exchange-rate movements hownver is rec

ognised in the income statement When fhe asset is sold the cumulafivn gain or loss that

was recognised in equity is recognised in fhe income sfafemenf

if rho at fair Ias it apt If or CCC later

This category includes derivatives with negative fair values that are not used for hedge

accounting and financial liabilities held for trading Liabilities in this category are continuously

measured affair value and changes in value are recognised in the income statement Only

derivatives were classified in this
category during the

year

TI Cii ii Liiliirs rca ii -i at air ill itd cc
This category includes financial liabilities thaf are not held for trading These are recognised

initially at fair value net affer fransecf ion costs and subeequenfly at amortiaed cost accord

ing to the effective inferesf method

Ar it fair for rieiivuiisis ii ad for Iiedq rrp ii Dir

All derivatives are initially and continuously recognised at fair value in the balance sheet

Gains and losses on remeanurement 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 end on an ongoing basis

Hedge effectiveness is the extent to which the hedging instrument offsets changes in value

in hedged items fair value or cash flow

Cash-flow hedges
Gains and losses on remessurement 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 lose Any ineffective part of the change in value is recognised

directly in the income statement If hedge relationship is interrupted and cash flow is still

expected the result is recognised in equity until the cash flow affecfs profit or loss If fhe

hedge pertains to balance sheet item the profit or loss is transferred from equity to the

eseef or liabilify to which the hedge relates when the value of the asset or liabilify 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 cumulafive gain or loss fhsf Ic

recognised in equity is transferred directly to the income statement Cash-flow hedges relet

ing to energy effect the energy coats that is cost of goode sold Transaction exposures

cash-flow hedges affect consolidated net sales and expenses

Hedges of net investments in foreign operations

Gains and losses on remeeeuremenf of derivetee intended to hedge SCAe 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 remeaeurement of 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 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 recogn ned 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 lAS 3S changes in fair value of the hedging instrument are recog

nised directly in the income efafement

INVENTORIES

Inventories are recognised at the lower of coat end net realisable value on the balance sheet

date Cost is calculated using the first-in first-out jFlFOj or weighted average cost formula

However the cost of goods produced end
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 mater ale direct labour other direct expenses and production-related

overheade based on 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 lees the estimated cost of completion end sale of the item The holding

of felling rights for standing timber is valued at contract prices which on average do not

exceed the lomer of net realisable value end cost

NON-CURRENT ASSETS HELD FOR SALE

Non-current assets jand disposal groupsj are classified as Non-currenf assets held for sale if

their value within one year will be recovered through sale end not through continued at iii

cation in
operations On the reclassification date the assets end liabilities are measured at

the lower of fair value minus nailing costs and the carrying amount Following reclassification

no depreciation is carried oul on these assets

Parent Company
Non-current assets held for cain are not reclassified end depreciation does not cease

Instead if such asset exief the information is diecloeed

EOUITY

Transaction costs directly relating to the issue of new shares or options are recognised net

affer tax in equity as reduction in the issue proceeds Expenditure for the purchase of

SCAs treasury shares reducee retained earnings in equity in fhe Parent Company end 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

enf 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 balance 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 financial asset The defined-benefit obli

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

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 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

relating to defined-benefit plans is divided between personnel costs and financial expenses

Financial expenses are calculated trom the net value ot each plan at the beginning of the year

and the discount factor decided for each country The Groups 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 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 specific stated period In

such cases the cost is allocated on straight-line basis over this period special payroll

tax corresponding to contributions is calculated on the difference between the pension

cost determined according to lAS 19 and the pension cost determined according to the

rules applied in the legal entity Payroll 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 SRSs the institute for the accountancy

profession in Sweden accounting recommendation No Accounting for pension liabilities

and pension costs The main difference compared with lAS 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 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 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 November 2002 In accordance with the exemption rules in

IFRS the Group has chosen not to apply the rules in IFRS 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 reliable estimate of the amount

to be paid The provision is valued at the present value of the anticipated future expenditure

to settle the obligation If there is 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 grantor assistance is neither related to the acquisition

of assets nor to compensation for costs the grant is recognised as other income

NOTE 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 result may be different and the actual

result will by definition seldom concur with the estimated result

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 BIOLOGICAL ASSETS

Since market price or other comparable value does not exist for assets the size of SCAs
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 plan from the most recent forest

survey
that is available Forest surveys are updated every ten years The calculation is also

based on assumptions with regard to growth selling prices coats for felling and silviculture

as well as costs for replanting which is prerequisite for felling These assumptions are

mainly based on experience and are only changed when change in price and cost levels is

assessed as being long term The cash flow covers 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

25397m 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 Groups operating

segments

The recoverable amount for the cash-generating units is determined by calculating value

in use This calculation is based on the Groups 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 multiple

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 WACO 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 19147m For further intormation 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 Groups 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 10-year government bond and

that the return on equities amounts to the same rate but with an addition for risk premium

The Groups net defined-benefit obligations and the fair value of plan assets amounted to

SEK 3337m asat 31 December 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 assefs depends on this As at 31 December 2009 SEK 11 56m 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
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NOTE ACQUISITIONS AND DIVESTMENTS

ACQUISITIONS

Acquisitions made during the yesr totalled SEK 51 including assumed net debt and relate mainly to Algodonera Aconcagua in Argentina

Financial StatemrtntS

N3tes

II

Acquisition price pertains to purchase price including acquisition costs Assumed net debt is not included

The acquisition of Algodonera Aconcagus is reported in the Board of Oirectors Report on

page 11 under the section Investments acquisitions and divestments In addition to this

acquisition number of supplementary investments totalling SbK Sm were made in associ

ates Of purchase considerations for acquisitions paid in earlier years SEK Sm was repaid to

SCA in 200g

Effect on aalea and earninga of acquiaitiona for the year

In 2009 SCAs 50%-owned joint-venture company in Colombia Productua Familia S.A

acquired all shares in Algodonera Aconcagua Argentina Neither this nor other acquiaitiona

had any material impact on consolidated sales and earnings

There are no plans to divest all or pads of any of the acquired operations Goodwill relates

to acquisition of market shares where an individual value for another asset could not be

identified

Plus acquired net debt eccl cash and cash

equivalents 174

Acquisition of operation md net debt

assumed Operating cash-flow statement 61 1764 4545

Specitcation ot investment In aoodwill

SEKm 2009 2008 2007

Investment in goodwill related to acqeisifions 42 352 1162

Recovery of previously paid purohene

consideration 55

Total 37 297 1162

Assets

Provisions for pensions

Other non-current liabilities

Non-current liabilities

Operating liabilities

Current liabilities

Liabilities

Fair value of net assets

Goodwill

Acquisition price

Company

Algodonera Aconcagua Argentina

Operations

Personal Care

Acquisition date

October 2009

Acquisition price11

SEKm

78

Goodwill

88Km

42

Total holding after

Acquired acquisition

50 50

The table below ahows final fair value of acquired net assets recognised goodwill and effect

on the Groups cash-flow statements of the
acquisition

of Procter Gambles tissue opera

tions in 2007 and 2008

Final acquisition balance sheet for the European tissue operations

SEKm Total

Intangible assets

Buildings land machinery and equipment

Other von-current receivables

Non-current assets

Inventories

Operating receivables

Cash and cash equivalents

Current assets

Acquired operations

The table below shows the fair value of acquired net aaaets recognised goodwill and the

effect on the Groups cash-flow statements of all acquisitions

Preliminary acquisition balance sheet

SEKm 2009 2008 2007

38 1487 3064

32 132 347

87

123 20

174

36 67

10

1460 3247

18

37 297 1162

78 1757 4391

835

2668

332

3835

359

16

377

4212

111

156

267

49

-49

316

3896

959

4655

4855

-4853

111

-4964

Non-cerrent assets

Operating assets

Cash and cash equivalents

Provisions

Net debt evcl cash and cash equivalents

Operating liabilities 24

Minority

Fair value of net assets 41

Negative goodmill dissolved in income statement

Goodmill5

Acquisition price

Acquisition price 78

Unpaid purchase price related to acquisition 32

Settlement of liability for purchase price for

acquisition in earlier years

Cash and cash equivalents in acquired

companies

Impact on consolidated cash and cash

equivalents Business Combinations

Cash-flow statement 45

Acquisition price

Lens cash and cash equivalents in acquired company

Impact on consolidated cash and cash equivalents

Business Combinations2l

Plus acquired net debt eccl cash and cash equivalents _____________________________

Acquisition of operations md assumed net

1757 4391 Including acquiaitiov coats amosnhvg to SEK 203m

Of which SEK eEBm relstes to 2008 avd SEK 85m relates to 2007

Otmhich SEK 675m relates to 2008 and 56K 3289m relates to 2007

ADJUSTMENT OF PREL1MINARY ACQUISITION BALANCE SHEETS 2009

The following adiuatments of preliminary acquisition balance sheets in 2008 offer final valua

tion of acquired assets and liabilities mere made in 2009

76

87

-l763 4371 88Km FaG

Goodwill 30

Buildings land machinery and equipment 34

Other non-current receivables 14

Inventories 10

Total assets
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OJVESTMENTS

In March SCA divested its holding in the 50%-owned joint venture Godrej SCA Hygiene Ltd

India and in December it divested the paper mill in Pratovecchio Italy The total purchase

price received was SEK 72m In 2008 part otthe corrugated board Operations in the UK and

Ireland was divested and in 2007 the North American packaging operation was divested

2009 2008 2007

80 1019 117

27 867 717

i9 12

2385

11 67

219 26

24 521 302

Gain/loss on sale

Purchase price received 72 1148

Less unpaid purchase price

Less cash and cash equivalents in sold

companies 19

Impact on consolidated cash and cash

equivalents Business Combinations

Cash-flow statement 71 1129

Plus sold net debt exci cash and cash

equivalents

Divestment of operations during

the
year

md assumed net debt

Operating cash-flow statement

11

75 1140 2852

NOTE OPERATING EXPENSES BY TYPE OF COSTS

Operating expenses by function

SEKm 2009 2008 2007

Costofgoodssold 84744 88190 84812

Sales and administration expenses 16500 13730 1303

Items affecting comparability 1458 300

Total 102702 101920 95815

See also page 102 tor description of costs

Operating expenses by type of cost

SEKm Note 2009 2008 2007

Other income 2553 2707 1685

Change in set value of biological

assets1l 12 668 720 5645

Change in inventory of finished

products and products in progress1 19 1431 147 506

Raw materials and consumables 19 33621 40138 36032

Personnel expenses1 22737 20498 20584
Other operating expenses1 40706 38647 36303

Depreciation 6828 6199 6186

Impairments1 600 12 3534

Total 102702 101920 95815

Items
affecting comparability

Items
affecting comparability in 2009 relate to restructuring costs in the Packaging business

The cost amounted to SEK 458m of which SEK 741 relates to restructuring costs being

paid SEK 600m relates to impairment of non-current assets and SEK 11 7m pertains to

impairment of working capital mainly inventory Restructuring costs comprise personnel

costs in the amount of SEK 49Gm and other operating expenses of SEK 242m

Other income

Other income includes income from activities or sales of goods and services outside SCAs
normal core business The income can be of recurring or occasional nature During 2009

sales of goods and services outside SCAs normal business operations amounted to SEK

345m revenue from SCAs transport business amounted to SEK 51 5m and rental income

to SEK 44m Income of more occasional nature such as gains on sales of non-current

assets amounted to SEK 82m

SEKm 2009 2008 2007

Transport expenses 9450 9027 7337

Energy expenses1 6866 7329 6033

Purchased finished goods for onward sale -4626 -3348 -3486

Marketing costs 4227 3375 3089

Repairs and maintenance 3361 3306 3077

IT telephony and lease of premises 3052 3104 3052

Other operating expenses production 3476 3128 4241

Other operating expenses distribution sales

and administration 3581 4304 4242

Other 2067 .726 .746

Total -40706 -38647 -36303

Operating leases

12 Future minimum leasing fees in thu Group for non-cancellable
operating leases are as follows

SEKm 2009 2008 2007

Within year 994 1001 975
2785

Between and years 2402 2220 2153

67
Later than

years 1528 1534 1527

Total 4924 4755 4655

Cost for the year related to operating leasing of assets amounted to SEK 990m 871 921

Leasing obiectx comprise 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 number of the obects is that in reality it is possible

to terminate contracts early

Finance leases

Future mnimum leasing fees in the Group for non-cancellable finance leases areas follows

SEKm 2009 2008 2007

Within year 121 168 165

Between2andsyears 1213 1415 1395

Later than years 48 70 98

Total 1382 1653 1658

Future financial expenses for firlancial leasing

Present value of liabilities relating to

finance leases 1285

Total payments for finance leases during the
year amounted to SEK 170w 182 186 During

the
year

SEK 41 75 73 was reported as an interest expense and SEK 11 8m 113 111

as amortiaation of debt Depreciation of finance lease assets during the year amounted to

SEK 11 Sm 105 116 The carrying amount of finance lease assets at year-end amounted to

SEK 79m 209 306 relating to buildings/land and SEK 084m 1257 1197 relating to

machinery

For information about significant leasing contracts refer to Note 32 Contingent liabilities

In addition to this there ix leasing contract for paper machine in Laakirchen with term

through 2015 but the assumption is that this will be redeemed ri 2011

Auditing expenses

Remuneration to auditors can be specified as follows

SEKm 2009 2008 2007

PricematerhouseCoopers

Audit assignments 73 67 62

Other assignments 15 19 17

Other auditors

Audit assignments

Other assignments

Total 93 92 82

Other assignments are mainly audit-related consultations in conunction with acquisitions

and tax advice

SEKm

Other operating expenses

Non-current assets

Operating assets

Cash and Cash equivalents

Non-current assets held for sale

Net debt exol cash and cash equivalents

Provisions

Operating liabilities

Liabilities held for sale

Minority

After deduction for esergy isccmx in the amoust of SF6 059rn 1983 546

Other disclosures

Exchange-rate differences totalling SEK 23m are included in operating profit Gov
28 ernment grants received reduced operating expenses by SEK 63w 60 38 Costs for

2778 research and development amounted to SEK 738m 612 595

97 93 157

1560 1501

lxcludixg items affecting comparability
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NOTE SEGMENT REPORTING

Operating segments

Financial statemtnts

Nütes

Investments

Depreciation

Impairment losses

Income and expenses in addition to depreciation

not matched by payments

8906

38095 8778 34880 5981 -8536 158968

2453 731 737 67 0436

1642 764 530 63 6199

12

12 109 71 613 90 871

Pulp timber and

Publication solid-wood Other

Personal Care Tissue Packaging papers products operations Eliminations Total GroupSEKm

2009 financial year

Revenues

Externalsales 25513 41220 27825 9526 6171 602 110857

Internal sales 203 205 534 233 1053 868 3096

Total 25716 41425 28359 9759 7224 1470 3096 110857

Result

Segmentresult 3235 3946 413 1.253 1250 449 9648

Items affecting comparability1 1458

Operating profit/loss 3235 3946 413 1253 1250 449 8190

Interest income 158

Interest expenses 1802

Tax expense for the year 1716

Net profit for the year 4830

Other disclosures

Assets 16856 49 363 34183 8243 34747 5082 6588 141886

Holdingsinassociates 552 373 18 19 979

Unallocated assets 6994

Total 16864 49915 34556 8261 34766 5091 -6588 149859

Investments 2092 2.658 1479 728 468 27 7452

Depreciation 1178 2496 1713 809 562 70 6828

Impairment losses

Unallocated impairment losses11 600

Income and expenses in addition to depreciation

not matched by payments 13 48 643 709

2008 financial year

Revenues

Externalsales 23033 38379 32766 9005 6130 1136 110449

Internal sales 298 675 10 1565 332 2881

Total 23331 38380 33441 9015 7695 1468 -2881 110449

Result

Segruentresult 2912 2375 1493 402 1805 433 8554

Items affecting comparability

Operating profit/loss 2912 2375 1493 402 1805 -433 8554

Interest income 246

Interest expenses 2563

Tax expense for the year 639

Net profit for the year 5598

Other disclosures

Assets 16899 53424 37703 8759 34855 5975 8536 149079

Holdings in associates 534 392 19 25 983

Unallocated assets

Total 16906 53958

1688 4894

1006 2194

12
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Investments

Depreciation

Impairment losses

Unallocated impairment losses

Income and expenses in add4ion to depreciation

not matched by payments

14066 46316

1032 6456

1011 2241

16

4106 5443 145050

11554

28 6186

3542

4532

Personal Care

Tissue

Publication papers

Pulp timber and solid-wood

products

2009 2008 2007

Impair- Impair- Impair-

Expenses ments Expenses ments Expenses ments

16 41

619 2863

561 389

5045 158

Business Segments The Group is organised in five main product groups personal care Assets and liabilities The assets included in each business segment comprise all operat

tissue packaging publication papers and pulp timber and solid-wood products These ing assets used in the business segment primarily trade receivables inventories and non-

product groups are the primary segments Tissue includes toilet paper kitchen paper and current assets after deduction for provisions Most of the assets are directly attributable to

paper handkerchiefs sold to the retail trade as well as toilet paper hand-drying products each business segment In addition some assets that are common to two or more business

napkins and products for cleaning for industrial and office applications These products are segments are allocated among the business segments

sold to corporate customers in the industrial sector offices hotels restaurants and catering

healthcare and other Institutions Personal Care products comprise baby diapers feminine Intra-Group deliveries Revenues expenses and results for the various business sag-
care products and incontinence products Packaging comprises corrugated board as well ments were affected by intra- Group deliveries Internal prices are market-based Intra-Group
as protective and specialty packaging This business segment also includes containerboard deliveries are eliminated when preparing the consolidated financial statements
which is mainly delivered internally and contributes to the Groups raw material integration

Publication papers include newsprint and magazine paper The pulp timber and solid-wood

products business segment also contributes to the Groups raw material integration since

the Groups pulp and timber are mainly delivered internally In addition the Groups pulp is

mainly produced from timber from the Groups own forests which also to 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

Pulp timber and

Publication solid-wood Other

Personal Care Tissue Packaqina Daoers products operations Eliminations Total Group
SEKm

2007 financial year

Revenues

Externalsales 21945 33277 33239 8714 7896 842 105913

Internalsales 156 55 489 2133 494 3328
Total 22101 33332 33728 8715 10029 1336 3328 105913

Result

Segment result 2960 1724 2651 537 2333 358 9847

Items affecting comparability 300

Operating profit/loss 2960 1724 2651 537 2333 358 10147

Interest income
193

Interest expenses 2103
Tax

expense tor the year 076

Net profit for the year 7.161

Other disclosures

Assets 13924 45920 36674 8223 33614 4106 5443 137018

Holdirigsinassociates 142 396 363 17 31 950

Unallocated assets
7082

Total 37037 8240 33645

2668 378 1018

1578 795 533

35 154 395 3947

Items affecting comparability

Packaging 858 600

Other 91

Total -858 -600 3842 -3542

Net -1458 300
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NOTE PERSONNEL AND BOARD COSTS

Personnel costs

SEKm 2009 2008 2007

Salaries and remuneration 16596 15142 15465

of which Group management 104 63 71

of which Board

Pension costs 1278 975 798

of which defined-benefit pension plans 518 189 148

of which defined-contribution pension plans 760 786 650

Other social security Costs 3596 3098 3051

Other personnel costs 1267 1283 1270

Total 22737 20498 20584

Women comprised 18% 14 of the total number of Board members and senior executives

Breakdown of employees by age groups

2009 2130yrs 31-40yrs

20 29

Less than 2% of the employees are under the age of 20 and less than 2% are overage

60 During 2009 SCA invested approximately SEK 246m 153 178 or nearly SEK 5000

3400 3500 per employee in skills-enhancement activities

The added value per employee in 2009 amounted to SEK 600000 534000 551 000
The proportion of university graduates amounts to about 15% 13 15

In 2009 57687511 persons left SCA while 3832 6255 joined the company These

figures include both voluntary retirement and the effects of rationalisation and retirements In

addition significant portion relates to summer jobs for students and seasonal work

2009 2008 2007

Total absence due to illness of normal

working hours

Men

Women

Of which continuous absence due to illness

of 60 days or more 45 45 48

Proportion of absence due to illness by age group

2009 29yrs 30-49yrs 50-yrs

SEK Board fee Total

Sverker Martin-Löf Chairman 1350000 100000 75000 1525000

RoIf Bdrjesson 450000 75000 525000

Soren Gyll 450000 100000 550000

Tom Hedelius 450000 75000 525000

Leif Johansson 450000 450000

Anders NyrØn 450000 Chairman 125000 575000

Barbara Milian Thoralfsson 450000 450000

Total 4050000 325000 225000 4600000

REMUNERATION OF SENIOR EXECUTIVES

Senior executives refer to the President who is also the CEO the Executive Vice President

Business Group Presidents and the heads of corporate staff units For the composition of

this group see page 45

ACM 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 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 managers field of profession Fixed and variable remuneration is to be

linked to the managers responsibility or authority For the CEO 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

2007
holders benefit Programmes for variable remuneration should be formulated so that the

50433
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
25

with the companys responsibility to shareholders employees and other stakeholders

60
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 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 entitlement to pension the senior executive will

receive 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

Remuneration Committee and as regards the President be resolved by the Board of

Directors

Companys application of guidelines

The company applied the guidelines approved by the AGM in the following manner

Fxed SOIIV

The fixed salary shall be in proportion to the individuals position and the authority and

responsibilities this entails Itis set individually at level that combined with other remunera

tion is assessed as market rate and competitive in the labour market in which the execu

tive works

/arbI

Variable remuneration of the CEO Executive Vice President and Business Group Presidents

and equivalents is maximised to 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 short and long-term portion

The short-term portion Short-term Incentive or STI for the CEO 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 60% 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 Groups profit before tax and cash flow

before dividends Furthermore non-financial goal also applies accounting for 10% of the

variable remuneration 20% for the CEO
The long-term portion Long-Term Incentive or LTIj may amount to maximum of 35% of

the fixed salary providing that the executive invests half of the net outcome in the companys

share and maximum of 25% if such investment is not made The established LTI goal is

based on the performance of the companys share measured as the TSR Total Share

holder Return index compared with weighted index of competitors shares performance

TSR over three-year period The structure of the LTI was approved by the Board in 2003

tCOn vaHnb/e t1.irE

For the CEO Executive Vice President and the heads of corporate staffs STI resulted in

maximum variable remuneration for 2009 STI resulted in variable remuneration correspond

ing to 2048% 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

Total personnel costs inclsde SEK 499w 8671 anributable to costs for implemented efficiency-enhance-

went meansres

Average number of employees

Average number of employees

of whom women

Number of countries

2009 2008

49531 51999

27 29

61 60

41-50yrs 51-6oyrs

29 18

Absence due to illness in Swedish companies

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

Committee fee Committee fee

Total Board fees for Board members in 2008 amounted to SEK 4600000
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NOTE CONT

Ut/nv bevehtn

Other benefits pertain to company car and in certain cases housing

yrjsiotr

For the CEO who is enfitled to retire at the age of 60 the pension agreement provides

retirement pension excluding national pension benefits and previously earned paid-up poll

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 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 combination of defined-benefit

and defined-contribution pension plans that entitle the executives on reaching the age of

60 to receive 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 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 pension is paid based on premiums paid by the company The

premiums paid for each year of service amount to 10% of the executives base salary and

are invested in fund or insurance chosen by the executive

Some senior executives in the Group have pension plan which is closed to oem

entrants that is defined-benefit pension plan which
grants

the executive the right at the

age of 65 to receive 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 betmeen 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 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 af least three years addition beneficiaries pension

amounts to about 50% of retirement pension

Three senior executives have defined-contribution pension plan in addition to national

pension benefits into which the company pays 3040% of the executives basic salary

which is invested in funds or traditional insurance

Remuneration and other benefits during the year

Errrplovee nptiorn pio/rartnn

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 mere exercised during the

year

Notice period and severance pay

The agreement with the CEO stipulates period of notice of termination of two years if such

notice is given by the company The CEO has corresponding right with period of termina

tion of one year If notice is given by the company the CEO 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 period of notice of termination of

one to two years normally applies if such notice is given by the company The executive has

corresponding right with 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 Committees pro

posal and decided on the basis of the Committees recommendations The remuneration of

senior executives for the 2009 financial year was based on the Remuneration Committees

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 Boards 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 cost for the Group excluding social security coats of approximately SEK 4gm

Variable Other

SEK Fixed salary remuneration Other benefits remuneration Total Pension costs

CEOJanJohansson 7000000 5950000 135540 13085540 5468890

Otherseniorexecutivesll3people 46699184 34585994 5880839 87166017 19904.893

FormerCEOJanAstrOm 3761999 3761999

Total 53699184 40535994 6016379 3761999 104013556 25373783

Comments to the table

Variable remuneration covers the 2009 financial
year but is paid in 2010

Pension costs pertain to the costs that affected profit for the year excluding special payroll tax

Other remuneration to the former CEO pertains to severance pay according to agreement
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Group by country

2009 2008

SEKm SEKm

7051 2497

Germany 15661 14 15453 14 6272 18 6281 18 3133 2752

UK 10015 11995 11 2715 22 4284 21 1054 1360

France 9045 9102 2771 26 2792 26 1008 936

Italy 7334 7809 2334 16 2331 17 882 800

Netherlands 5526 5323 2116 14 2162 17 1173 977

Spain 5198 4810 949 28 894 29 354 263

Denmark 3239 3460 1152 26 1387 25 673 654

Belgium 2701 2579 877 24 910 24 467 413

Austria 2250 2365 1528 14 1567 14 807 750

Finland 1502 1521 356 37 375 38 145 119

Greece 1267 1273 430 24 426 19 119 88

Poland 1226 1328 803 27 770 33 97 73

Hungary 1136 1236 828 37 764 47 90 97

Czech Republic 999 1202 778 45 930 49 96 101

Portugal 617 655 37 59 36 58 15 13

Ireland 410 609 25 40 56 32 11 20

Romania 395 286 103 39 113 33 10

Slovakia 308 352 821 33 747 30 92 71

Lithuania 256 274 182 35 204 33 25

Restof EU 658 625 90 36 101 37 17 14

TotalEUexcl.Sweden 69742 63 72257 65 25167 22 27.120 23 10266 9514

Rest of Europe

Russia 2348 2101 1129 46 1134 50 206 183

Norway 1800 1639 244 41 254 67 127 128

Switzerland 1690 1516 235 33 238 32 122 112

Ukraine 247 320 56 38 53 34 11

Other 582 1029 190 164 28 21

TotalRestof Europe 6667 6605 1854 39 1843 45 494 453

Rest of world

US 9222 8216 2672 42 2785 43 1502 1175

Australia 2992 2699 754 26 801 28 411 391

Mexico 2489 2456 2520 19 2422 19 267 264

China 2012 1914 4344 40 4740 43 200 161

Japan 1393 769 56 70 59 69 30 23

Colombia 1320 1212 1249 30 1249 47 85

Canada 1093 1312 253 31 319 29 128 92

Malaysia 965 751 1339 46 1157 51 116 94

New Zealand 888 857 622 23 657 26 229 229

Other Asia 564 542

Chile 429 345 281 244 75 31 26

Indonesia 406 300 74 28 78 29

Ecuador 364 287 429 32 406 50 23 17

Morocco 309 243

Costa Rica 295 250 168 29 194 23 24 17

Singapore 267 263 202 40 214 38 30 34

SouthAfrica 258 177 61 44 30 100 12

Other 2131 1586 862 43 975 46 78 67

TotalRestofworld 27397 25 24278 22 15896 34 16330 39 3090 2678

Group 110857 100 110449 100 49531 27 51999 29 16596 15142

Sweden

EU cxci Sweden

Net sales Average number of employees Salaries

2008
of whom of whom 2009

SEKm 2009 women 2008 women SEKm

7309 6614 26 6706 25 2746
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DEPRECIATION AND IMPAIRMENT

NOTE of property plant and equipment and intangible assets NOTE FINANCIAL INCOME AND EXPENSES

SEKm

Depreciation

Buildings
891 811 753

Land 114 93 81

Machinery and equipment 5475 4979 5053

Sub-total 6480 5883 5887

Patents trademarks and similar rights 306 274 255

Capitalised development costs 42 42 44

Sub-total 348 316 299

Total 6828 6199 6186

Impairment losses

Buildings 163

Land

Machinery and equipment 406 10

Construction in progress

Sub-total1 576 12 3306

Patents trademarks and similar rights 226

Capitalised development costs 24

Sub-total 24 228

Total 600 12 3534

Construction in progress

Sub-total 7056 5895 9193

Patents trademarks and similar rights 306 274 481

Capitalised development costs 66 42 46

Sub-total 372 316 527

Total depreciation and impairment 7428 6211 9720

Total impairment of property plant and equipmest inclades reversal of impairment for baildings of SEK

as well as 58K 18 tor plant arid eqaipment

Depreciation is based on the costs and estimated useful lives of the assets provided in the

accounting principles section on page 66

SEKm 2009 2008 2007

Results from shares and participations in

other companies

Dividends 53 64 39

Capital gains 17 30

Interest income and similar profitlloss items

Interest income investments 89 165 124

Other financial income 16

Total financial income 158 246 193

Interest expenses and similar profit/loss

items

Interest expenses borrowing 1644 2233 1883

Interest expenses derivatives 169 248 183

Fair-value hedges unrealised 32 35

Other financial expenses 21 47 29

Totalfinancial expenses 1802 2563 2103

Total 1644 2317 1910

2009 2008 2007

197

19

3088

Total

Buildings

Land

Machinery and equipment

1054 813

121 93

5881 4989

Other financial income and expenses include exchange gains of SEK 6m loss 23 loss

Capital gains include gains from sales of shares of SEK 261

If interest-rate levels had been 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

950
the risk to which SCA was exposed as at 31 December 2009 using assumptions on market

100 movements that are regarded as reasonably possible in one years time

8141
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NOTE TAXES

Tax expense

50Km 2009 2008 2007

Current tsx expense 1532 1262 1506

Deterred tax expense 184 623 430

Taxexpense 1716 639 1076

Tax expense emounted to 26.2% 10.2 13.1 ot the Groups protit betore tax The difference

between reported tax expense and expected tax expense ix explained below The expected

tax expense is calculated according to the current group structure and current prott levels in

each country

Taxespense 1716 26.2

Expected tax expense 1801 27.5

Difference -85 1.3

The difference is explained by

Permanent effects1

Effects attributable to internal

banking operations 66 10.8 585 7.1

Effects ot other subsidiary

Itnanong 175 2.7 171 2.7 143 1.7

Other permanent effects2 236 3.6 igo 3.0 249 3.0

Taxesrelatedtopriorperiods3l 114 1.7 100 1.6 117 1.4

Changes in unrecognized tax

assets41 ft -0.1 131 2.1 117 1.4

Chnngedtanrates5i 24 04 466 7.5 531 e.5

Otherh 242 2.9

Total -85 1.3 1085 17.5 1252 15.2

Permanest effects are attributable to permanent differences betmeen accounting and tscal result

21 The effects ot the year include tax expenses ot 56K Sm minted to protit-taldng within the Group 200ff

includes tw expenses ot 56K 46m tor prutt-taking 2007 includes permanent effects trnm divesting the

North Amencan packaging operations amounting tn 56K ff7m

31 The euuentinl part ut year 2009 concerns the right to tutare tax credits related to tnreign mithh ulding taxes

In 200ff SCA recognized tax income amounting to 56K 33m due ton favourable ludgement in the Euro

penn Court nt Justice Ouring 2007 release ot previously recognized proviniun tor tax rinks decreased tax

expense by SEK OEm
In 2008 deterred tax assets in Mexico mere impaired by SEK 65 During 2007 previouuly recognized

tw credits in Mexico were impaired by 56K 72m

Change in tw rates concerns revaluation of deterred taxes due to corporate tax rate increase in Meuico

Change in tax rates in 200ff were attributable to revaluation nt deterred taxes due to the reductiun ot the

corporate tax rate in Sweden The corresponding revaluation in 2007 concerned the reduction ot corpo

rate tax rates in Germany and Italy

xl In 2007 SCA through investments in Poland and Slovakin received entitlement to invextmnnt tax credits

amounting to 55K 242m

50Km 2009 2008 2007

Income tax tor the period 1471 .332 1387

Adjustments tor prior periods 61 70 19

Total 1532 1262 1506

Current tax liability tax receivable

The change during the period ot current tax liability is explained below

50Km 2009 2008 2007

Value at Jan 483 27 237

Current tax expanse 1532 1262 1506

Paidtax 1003 1702 1719

Other changes 20

Translation differences ii 50

Value at 31 Dec 53 483 27

DEFERRED TAX

Deferred tax expense tax income

SEKm 2009 2008 2007

Changes in temporary differences 417 190 4ff

Adustments tor prior periods 175 30 236

Other changes 5ff 403 676

Total 184 -823 430

Other changex include the effects ot changed tax rates which reduced the deterred tax

expenae by SEK 24m 466 531 revaluation ot deterred tax assets which increased

deferred tax expense by SEK 5m 63 67 and capitaliaation ot tax assets related to the right

to future tax deductions ot SEK 39m jO 212

Deferred tax liability tax receivable -4

The change during
the period to deterred tax liability is explained below

Deferred

Value at tax Other Exchange Value at

SEKm Jan expense changes differences 31 Dec

Intangible assets 3ff3 139 1ff 221

Land and buildings ff190 252 53 7ff91

Machinery and equipment 4703 71ff 20ff 5.21ff

Financial assets 244 122 33

Current assets 43 13

Provisions for pensions 531 32 124 15 60ff

Other provisions 93 3ff 12ff

Liabilities 524 61 564

Tax credits and tax Ions carry forwards 3536 100 111 3321

Other 17 41 -2 55

Total 8776 184 214 lie ee28

Other changes include deterred tax recognized directly in equity according to lAS 19 of SEK

21 rn lAS 39 56K 26m effects of acquixitiona and divestmentn 58K 30m and release of

provisions for tax riaka which debited tax expense in the amount of SEK Gm Closing

deferred tax liebility comprises tax assets SEK 11 56m 1073 1042 and tax liabilities SEK

9784m 954911343

LOSS CAR RYFORWARDS

Loss carry forwards for which no deferred tax assets were recognized amounted to SEK

892m 114041285 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

2014 and later 975

Total 1348

During 2009 unrecognized loss carryforwards amounting to SEK 61m expired and 56K

24Gm was either utilized or capitalised The tax value of unrecognized loss carryforwardx

amounted to GEK 494m

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 prott-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 fake place in the foreseeable future

Other changes relate to acquisitions and divestments of SEK 4m 20 Closing current

tax liability comprises tax assets of 56K 332m 682 570 and tax liabilities of SEK 385m

199597

Nctes

2009 2008

SEKni SEKm

639 10.2

1724 27.7

1085 17.5

2007

SEKm

1076 13.1

2325 26.3

1252 15.2

CURRENT TAX

Current tax expense tax income
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NOTE 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

Accumulatedcost 19147 19374 18161 2104 1921 1919 3190 3447 3250 562 550 470

Accumulateddepreciation 129 125 99 2005 1818 1704 316 291 227

Accumulated impairment 201 202 207 15 18 15 28

Residualvalueaccordingtoplan 19147 19374 18161 1774 1594 1613 1170 1611 1531 218 254 238

Value atl January 19374 18161 16997 1594 1613 1038 1611 1531 1520 254 238 231

Investments 37 104 207 199 31 30 39

Sales and disposals

Businesscombinations 297 1162 817 38

Companydivestments 10

Reclassitications1l 30 31 23 209 206 29

Depreciationfortheyear
11 10 11 295 264 244 42 42 44

lmpairmentfortheyear 207 19 24

Translatiortsdifferences 284 885 21 18 11 24 43 134 16 20

Valueat3l December 19147 19374 18161 1774 1594 1613 1170 1611 1531 218 254 238

ii In 2009 intangible assets were changed due to reclassification of goodwill relating to adiustments of prelimina acquisition balance sheets in the amount of SF5 3Dm 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 20gm

IMPAIRMENT TESTING EMISSION ALLOWANCES

Goodwill is tested for impairment every year Goodwill is distributed among operating seg- The SCA Group participates in the European system for emission allomances SCA receives

ments as folloms permit from each country in which operations requiring permit are conducted to emit

specific volume of carbon dioxide during calendar year At year-end 2009 surplus emis

Goodwill by operating segment sion allomances not required to cover the provision for emissions mere adiusfed domnward

Average by SEK to the current market price on the balance-sheet date In conjunction mith this

SEKm WACC 2009 2009 2008 2007
the deferred income mas also reversed by corresponding amount so that the net cost for

Personal Care 67 2557 2534 2362 the revaluation is zero Settlement with each government regarding 2009 emissions mill take

Tissue 64 8746 8749 8177 placeinAprii2olo

Packaging 60 6970 7250 6734

Publication papers 60 188 203 232
SEKm 2009 2008 2007

Pulp timber and solid-wood Accumulated cost 253 349 85

products 22 12

242 327 73Other operations

60 30 30 33 Accumulated revaluation of surplus

60 656 608 623 Residual value according to plan

19147 19374 18161

The recoverable amount for each cash-generating unit is determined based on calculation Acquisition
of operations

of value in use These calculations are based on the strategic plans adopted by Group man- Sales

agement for the next ten years Assumptions in strategic plans are based on current market Reclassifications

prices and costs with an addition for real price reductions and cost inflation as well as Settlement with the government

assumed productivity development Volume assumptions follow the Groups target of an Revaluation of surplus

average annual growth of 10 4% depending on business segment and geographic mar- Translation differences

ket Effects of expansion investments are excluded when goodwill is tested for impairment Value at 31 December

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 multiple

being applied to estimated sustained cash flow In present value calculation of anticipated

future cash flows the current weighted coat of capital ./ACC 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 tubber

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 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

SCAs trademarks with an indefinite useful life amounted to SEK 1745w 1553 1567
Reclassification of SEK 209m was conducted between Licenses patents and similar rights

to Trademarks

327 73 265

307 363 94

Total

Value at January

Emission allowances received

15

72 ff9 13

21

307 79 268

12

12 30

242 327 73
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NOTE PROPERTY PLANT AND EQUIPMENT

Buildings
Land Machinery and eqoipment Construction in progress

SEKm 2009 2008 2007 2009 2008 2007 2009 2008 2007 2009 2008 2007

Accumulatedcost 24257 23764 21335 7118 7181 6685 90183 90768 84065 4217 5709 3499

Accumulateddepreciation 9825 9445 8291 1230 1132 1016 50821 48970 45154

Accumulated impairment 423 402 323 46 81 89 2026 3692 4252 12

Residualvalueaccordingtoplan 14009 13917 12721 5842 5968 5580 37336 38106 34659 4217 5709 3487

ValueatlJanuary 13917 12721 11988 5968 5580 5078 38106 34659 35310 5709 3487 4212

Investments 794 364 288 125 142 108 3315 3669 3335 2763 4203 3100

Salesand disposals 26 22 92 15 25 117 35 91 23 14 13

Businessoombinations 429 634 250 354 13 510 801

Company divestments 234 229 -67 557 62

Reclassifications1l 888 278 647 34 10 68 3089 1919 3049 4054 2242 3863

Depreciationfortheyear 891 811 753 114 93 81 5475 4979 5053

irnpairmentfortheyear 163 197 19 406 10 3106

Reversed impairment 18

Translationdifferences 512 1194 211 149 353 74 1122 2930 458 176 273 46

Value at 31 December 14009 13917 12721 5842 5968 5580 37336 38106 34659 4217 5709 3487

In 2009 property plant and equipment was reduced due to reclassification to property plant and equipment held tor sale ot Sax 94m and to intangible assets ot SEK 43m and increased by SEK 88w due to reclassitcations to

proviaons

During the year SEK 35m pertaining to interest during the construction period was cap- TAX ASSESSMENT VALUES

italised in Buildings SEK 30m 18 was capitalised in Machinery and equipment and SEK Tax assessment values relate to assets in Sweden

66m 45 was capitalised in Construction in progress at an average interest rate of 1%

29 The high interest rate in 2008 was attributable to the high interest level in Russia SEKm 2009 2008 2007

where most of the capitalised interest is recognised The total includes capitalised interest in Buildings 1979 942 2385

cost for Machinery and equipment of SEK 634m 610 585 Buildings SEK 45m 10 and Land 19308 19278 2672

for Building in
progress

in the amount of SEK 2m 45 Total 21287 21220 15057

Government grants reduced investments for the year
in buildings by SEK 5m and

Carrying amount of buildings with tax assessment values in accordance with the above was

machinery and equipment by SEK 30m 16 86 In total government grants reduced accu- SEK 587m 1436 1523
mulated costs for buildings by SEK 6m 12 10 land by SEK and machinery and

The tax assessment value for land includes forestland which is divided up and recognised as

equipment by SEK 420m 395 367
biological

assets and land assets see Note 12

Carrying amount of biological assets and land and land improvements was SEK 25397m

24711 23905 and SEK 825m 804 1748 respectively

Notes
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NOTE HOLDINGS IN ASSOCIATES NOTE JOINT VENTURES

Financial statements

Nctes

SEKm 2009 2008 2007

Value at January 983 950 439

Investments 121 485

Divestments 12

Net ncrease in associates for the yeartl 17 11 36

Reclassifications to joint ventures or subsidiaries 134 15

Other reclassif cat ions

Impairment for the year

Translation differences 25 46 12

Value at 31 December 979 983 950

Net increase for the year includes the Grouph share of associates profit after tax and any minority interests

as well as adjustment for dividends received during the year

Investments in 2008 refer mainly to Vinda China and in 2007 Vinda and Fine Sancella

Hygiene FZCO United Arab Emirates

In 2008 to Fine-Sancella Hygiene FZCO was reclassified as joint venture and Tianjin

China was reclassified as wholly owned subsidiary in 2007

The Groups holdings in major subsidiaries joint ventures and associates are specified in

Note 16

The Groups total receivables from associates at 31 December 2009 amounted to SEK

64m 76 of which SEK 3m is interest-bearing The Groups total liability to associ

ates at 31 December 2009 amounted to SEK Sm of which SEK Urn is interest-

bearing

NOTE SHARES AND PARTICIPATIONS

SEKm 2009 2008 2007

ValueatlJanuary 73 68 79

Investments

Increase through acquisition ot subsidiaries 14

Divest ments 14

Change in value for the year

Reclansificstions to joint ventures or subsidiaries

Of her reclassifications -2

Translation differences

Value at 31 December 80 73 68

Shares and participations pertain to holdings in other companies that are not classified as

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

with fair value

The Groups holdings in major subsidiaries joint ventures and associates are specified in

Note 16

Joint ventures companies that SCA owns together with other parties and in which the par

ties by agreement exercise joint control are consolidated according to the proportional

method

Most of the ioint ventures operate within the hygiene area mainly in Latin America One

joint venture produces newsprint and has its operations in the UK SCAs share of income

statement and balance sheet items as well as average number of employees in ioint ven

tures that are part of the SCA Group are set out below

SEKm 2009 2008 2007

Income statement

Netsales 5430 5112 4714

Cost of goods sold 4220 4182 3648

Gross profit 1210 930 1066

Sales and administrative expenses etc 869 767 667

Operating profit 341 188 399

Financial items 82 78 59

Profit after financial items 259 85 340

Tax 84 54 103

Net profit for the
year

175 31 237

Profit aftribuf able to

Equity holders of the Parent Company 175 31 237

SEKm 2009 2008 2007

Balance sheet

Non-current assets 3004 2807 2808

Current assets 1893 2077 1592

Total assets 4897 4884 4400

Equity 2841 2653 2754

Non-current liabilities 551 484 516

Current liabilities 1505 1747 1130

Total equity and liabilities 4897 4884 4400

2009 2008 2007

Average number of employees 2936 2788 2742

of whom women 26 25 24

SEKm 2009 2008 2007

Capital employed 3353 3319 3080

Net debt md pension liability 513 665 326

Personnel costs

SEKm 2009 2008 2007

Boards Presidents and Vice Presidents 16 18 17

ofwhichvariablesalary

Other employees 328 302 312

Salaries and remuneration 344 320 329

Pension costs

Other social security costs 71 62 38

Total 426 389 376

Social security costs 82 69 47

of which pension costs 11

Average number of employees by country

2009 2008 2007

Of whom Of whom Of whom

women women women

Chile 241 244 234

Colombia 1249 30 1224 29 1272 29

Ecuador 429 32 406 34 348 32

UK 170 13 184 15 187 15

Tunisia 328 11 313 11 288 10

Turkey 187 164 131

Other countries 332 55 253 36 282 39

Total 2936 27 2788 25 2742 24

The Groups holdings in maior subsidiaries joint ventures and associates are specified in

Note 16
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NOTE 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 Delaware 100

SCA Graphic Sundsvall AB 556093-6733 Sundsvall 100

SCA Skog AB 556048-2852 Sundsvall 100

SCA Hygiene Products Fluff Ltd 577116 Dunstable 100

SCA Hygiene Products AB 556007-2356 Gothenburg 100

SCA Hygiene Products SASU 509395109 Roissy 100

SCA Hygiene Products S.L Spain B28451 383 Tarragona 100

SCATimberAB 556047-8512 Sundsvall 100

SCA Hygiene Products S.p.a 3318780966 Lucca 100

SCA Hygiene Products GmbH Wiesbaden HRB53O1 Wiesbaden 100

SCA Graphic Laakirchen AG FN1 71841 Laakirchen 100

SCA Packaging Italia SpA 6640640154 Milano 100

SCA Packaging Stiftung Co KG HR Al 3495 Nurnberg 100

SCA Consumidor Mexico SA deCV SCM931 101 3S5 Mexico City 100

SCA HP Supply SASU 509599619 Roissy 100

SCA Hygiene Products GmbH Vienna FN49537z Wien 100

SCA Hygiene Australasia Pty Ltd 62004191324 Box Hill 100

SCA Hygiene Products SA-NV Belgium BE0405681 .516 RPM Verviers Stembert 100

000 SCA Hygiene Products Russia 4704031845 Moscow 100

SCA Personal Care Inc 23-3036384 Delaware 100

SCA Packaging Benelux BV 8046917 Eerbeek 100

Uni-Charm Mblnlycke BV 02330631 Hoogezand 40

SCA Hygiene Products inc 421987 Ontario 100

SCA Packaging Denmark/VS DK21 153702 Risskov 100

SCA Packaging Containerboard Deutschland GmbH HR87360 Aschaffenburg 100

SCA Packaging Munksund AB 556237-4859 PiteS 100

SCA Packaging Sweden AB 556036-8507 Vftrnamo 100

SCA Packaging Ltd 53913 Darlirtgton 100

SCA Packaging Obbola AB 556147-1 003 UmeS 100

SCA Hygiene Products GmbH Neuss HRB 14343 Neuss 100

SCA Hygiene Products AS Norway 915620019 TOnsberg 100

SCA Hygiene Products Sloviakia s.r.o 36590941 Gemerskft HSrka 100

SCA Hygiene Australasia Limited 1470756 Auckland 100

SCA Recycling UK ltd 214967 Aylesford 100

SCA Ernballage France SAS B352398796 Nanterre 100

SCA Hygiene Products Sp.z.o.o 7243 Olama 100

SCA Recycling Deutschland Gmbh HR 12280 Traunstein 100

SCA Hygiene Products AG 020.3.917.992-8 Regensdorf 99

SCA Packaging Nicollet SAS 8766500011 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 AS Denmark DK20638613 Allerd 100

SCA Hygiene Marketing Sdn Bhd 31 3228-T Kuala Lumpur 100

OY SCA Hygiene Products AB Fbi 650275
Helsingfors 100

SCA Hygiene Products Kft 01-03-716945 Budapest 100

SCA Hygiene Products Manchester Ltd 4119442 UK/Dunstable 100

SCA Packaging FULDA GmbH HR 93 Fulda 100

SCA Packaging Hungary Kft 01-09-868330 Budapest 100

SCA Hygiene Products AE EL094041 786 Nea bonia Aten 100

Bunzl Biach Ges.ni.b.H FN79555v Wien 100

SCA Timber Supply Ltd 2541468 Stoke-on-Trent 100

SCA Packaging Ceska Republica S.R.0 44222882 JilovØ DØdina 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 at year-end SEKm

Joint venture companies

Aylesford Newsprint Holdings Ltd 2816412 Aylesford 50

Productos Familia S.A Colombia 890.900.161-9 Medellin 50

Associates

Vinda Hong Kong 92035 Cayman Islands 169531897 19 505

LanteroCartonSA A-81907701 Madrid 100 25 310

GAE Smith 1075198 Leicester 44300 50 82

Papyrus Altpapierservice Ges.m.b.H FN124517p Wien 32 20

CartogrsficaGaleotti SPA 1333330464 Lucca 16667 33 13

BelovoPaperMillAD BG822104867 Belovo 28 12

HECAAB 556587-7825 Stockholm 1800 36 10

IL Recycling 556056-2687 Stockholm 28000 29

SOdraLatviaSlA 40003490902 Skulte 7350 49

Austria Papier Recycling GmbH FN1 3626y SteyrermUhl 33

lndustrikraft Sverige AS 556761 -5371 Stockholm 20000 20

ImmobiliareGaleotti 01955990467 Lucca 33 33

Herrera Holding Inc A200100676 Makati City 18296 40

Value at 31 December 979

NOTE NON-CURRENT FINANCIAL ASSETS

SEKm 2009 2008 2007

Available-for-sale financial assets 1042 714 1296

Derivatives 714 860 148

Loan receivables associates

Loan receivables other 74 78 78

Value at 31 December 1832 1656 1526

Available-f or-sale financial assets

ValueatlJanuary 714 1296 1222

Investments 399

Divestments 40

Remeasurement for the year taken to equity net 330 598 289

Translation differences 13

Value at 31 December 1042 714 1296

In addition to shares in AB lndustrivärden 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 lndustrivärden 929 603 1192

Pension assets not included in IAS19 calculation 105 103 96

Other

Total 1042 714 1296

The holding in AB lndustrivärden amounts to 10525655 shares 10525655 10525655

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

Groups 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 years time
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NOTE DERIVATIVES

BALANCE SHEET

SCA uses financial derivatives to manage currency intereat rate and energy price riaka

The table below ahowa the derivatives that have impacted the Groupa balance aheet on

31 December 2009 For more information relating to derivatives in the balance sheet see

Note 31 Financial instruments by category

Outstanding derivatives

2007

Of which

Total Currency1 Interest rate Energy

43784 22236 20256 1250

1572 659 878 35

1214 624 206 353

INCOME STATEMENT

During the
year

transaction exposure hedges had an impact on profit for the year of SEK

98m negative 116 negative At year-end the net market value amounted to SEK 11 7m

negative 77 negative Currency hedges reduced the cost ot non-current assets by

SEK Ow reduced increased At year-end the net market value amounted to nega
tive SEK Om positive 42 negative

In 2009 energy derivatives had negative impact on profit for the year of SEK 302m

positive 22 negative 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 37m negative

283 negative 191 The net market value on outstanding interest-rate derivatives amounted

to SEK 569m positive 672 negative 21 For further information relating to net financial

items see Note Financial income and expenses

Sensitivity analysis

Sensitivity analysis calculations 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 years 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 coat of non-current assets if the Swedish krona had uni

laterally weakened/strengthened by 5% mould have increased/decreased equity by

SEK Ow

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 lOm 98 90 In addition to the earnings impact equity

would have increased/decreased by SEK 157w 62 38 The total energy cost for the Group

however would have been affected considerably differently taking supply contracts price

risk into account

OUTSTANDING DERIVATIVES WITH HEDGE ACCOUNTING

The table below presents outstanding derivatives with hedge accounting at 31 December

2009

Derivatives with hedge accounting1

1.668 56 43 10

587 34 325

180 16 31 227

426 39

421

26 26

Outstanding derivatives with hedge accounting are included in the table Outstanding derivatives

Pertainn to derivatives before right of set-off

Hedging reserve inequity

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 December2011 With unchanged exchange rates profit after tax will

be affected positively by SEK 61w 16 Currency derivatives relating to hedging of the

cost of non-current assets have maturity spread until the end of February 2011 With

unchanged exchange rates the cost of non-current assets will decline by SEK 11 decline

31 increase after tax

The derivatives intended to hedge energy costs in the Group mostly mature during 2010

and 2011 small part will be realised later during 2012 and 2013 With unchanged prices the

Groups profit after tax will be affected negatively by SEK 161 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 number of selected legal entities In total hedging positions affected

equity in 2009 by SEK 1391 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 229w pos 7f pos 165 In total at year-end SCA hedged net investments

outside Sweden amounting to SEK 33625m SCAs total foreign net investments at year-

end amounted to SEK 78080w

Hedging of net investments in foreign operations SEKm

Currency 2009 2008 2007

EUR 30700 4374 5414

GBP 2023 .755 1359

USD 1015 705 404

RUB 444 37

MXN 206 588 618

NZD 179 156 522

DKK 162 -602

AUD 1095 -.912 963

Other 153 202 614

Total 33625 2079 3462

SEKm

2009

Nominal

Asset

Liability

2008

Nominal

Asset

Liability

43562

1011

788

26794

286

400

Share

15204 1564

694 31

125 263

Of which

Cash flow
Net invest- Fair value

Transaction exposure ments in of interest-

Export and foreign rate risk in

Total import flows Investments Energy entities2 financing

2009

Asset

Liability

Hedge reserve after tax

42 2008

Asset

31 Liability

Hedge reserve after tax

886 109 24

703 25 17 255

89 61 11 161

Nominal 35774 21180 13856 638 100 2007

Asset 330 138 141 41 10 Asset

Liability 589 224 360 Liability

Nominal SEK 98888w 144.398 454981 is outstanding before the right of
Hedge reserve aff or tax

52 694

281 125

747 812

33 194

231 147

66 344
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NOTE INVENTORIES NOTE OTHER CURRENT RECEIVABLES

SEKm 2009 2008 2007

Raw materials and consumables 2971 3709 3363

Spare parts and supplies 1912 1939 1664

Products in
progress

812 1053 934

Finished products 5095 6265 5911

Felling rights 650 964 830

Advance payments
to suppliers 19 25 78

Total 11459 13958 12780

NOTE 20 TRADE RECEIVABLES

SEKm 2009 2008 2007

Trade receivables gross 16642 18814 17911

Provision to reserves for doubtful receivables 539 450 304

Carrying amount of trade receivables 16103 18364 17607

Analysis of credit risk exposure in trade receivables

SEKm 2009 2008 2007

Trade receivables neither overdue nor impaired 13851 16446 14706

Trade receivables overdue but not impaired

3odays 1665 2041 2118

3090 days 408 524 581

90 days 179 353 202

Total exposure to credit risks 16103 18364 17607

Impaired trade receivables 539 450 304

Trade receivables gross 16642 18814 17911

In total the Group has collateral mainly in the form of credit insurance taken out amounting

to SEK 755m 2263 1411 Of this amount SEK 220m 409 221 relates to the category

Trade receivables overdue but not impaired

Provision to reserves for doubtful receivables

SEKm 2009 2008 2007

Value at January 450 304 399

Provision for possible loan losses 261 200 50
Confirmed losses 73 54 137

Increase due to acquisitions

Decrease due to divestments

Decrease due to reversal of reserve for possible

loan losses 74 33 19

Translation differences 21 33 12

Value at 31 December 539 450 304

Total expense for the year for doubtful receivables amounted to SEK 86m 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 881 and SEK 786m respectively while other current receiva

bles declined by the corresponding amounts

SEKm 2009 2008 2007

Receivables from associates 61 72

Accrued financial income 18 18 23

Derivatives 217 248 84

Prepaid espenses
and accrued income 681 658 769

Other current receivables 1734 2121 959

Total 2711 3117 2836

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

2007 thus declined by SEK 881 and SEK 786m respectively while trade receivables

increased by the corresponding amounts

NOTE 22 CURRENT FINANCIAL ASSETS CASH AND
CASH EQUIVALENTS

Current financial assets

SEKm 2009 2008 2007

Financial assets 25

Derivatives 66 456 92

Loan receivables associates

Loan receivables other 124 185 248

Total 194 642 366

Cash and cash equivalents

SEKm 2009 2008 2007

Cash and bank balances 1570 1462 681

Short-term investments months 3578 4276 1342

Total 5148 5738 3023

NON -CURRENT ASSETS AND LIABILITIES

NOTE HELD FOR SALE

SEKm 2009 2008 2007

Land 57 60 52

Machinery and equipment 48 42

Total 105 102 55

Non-current assets with total value of SEK 9m 41 were reclassified and reported as held

for sale in 2009 The recognised assets are expected to be sold in 2010 At reclassification

the assets were measured at the lower of carrying amount and fair value
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NOTE 24 EQUITY

Equity attflbutable

SEKm Other capital Retained to SCAs Minority

2007 Share capital provided Reserves1 earnings shareholders interest Total equity

Value at January 2350 6830 799 48320 58299 664 58963

Profitfor the year recognised in the income statement 7138 7138 23 7161

Other comprehensive income

Actuarial gains and losses relating to defined-benefit pension plans2 1.236 1236 1230

Available-for-aale financial assets

Result from valuation to fair value recognised in equity 255 -255 255

Transferred to income statement at aale 34 34 34

Cash-flow hedges

Result from remeasurement of derivatives recognised in equity 63 63 63

Transferred to income statement for the period 25 25 25

Transferred to cost of hedged investments

Translation difference on foreign operations 17 17 40 23

Result from hedging of net investment in foreign operations 360 360 360

Tan on tema recognised directly in/transferred from equity4 11 299 310 308

Other comprehensive income net after tax 83 937 1020 36 1056

Totalcomprehensiveincome 83 8075 8158 59 8217

Transfer of impairment losses for the period net after tax 40 40

Change in Group composition 17 17

Adjustment between SCAs owners equity and liability to minority interests5 115 115 15

Sale of
treasury shares

Dividend SEK 4.00 per share3l 2807 2807 132 2939

Value at 31 December2007 2350 6830 842 53568 63590 689 64279

2008

Prof it for the year recognised in the income statement 5578 5578 20 5598

Other comprehensive income

Actuarial gains and losses relating to defined-benefit pension plans2 3335 3335 13 3322

Available-for-sale financial assets

Result from valuation to fair value recognised in equity 599 599 599

Cash-flow hedges

Result from remeaaurernent of derivatives recognised in equity 312 312 312

Transferred to income statement for the period 58 58 58

Transferred to cost of hedged investments

Translation difference on foreign operations 2757 2757 128 2885

Result from hedging of net invest menf in foreign Operations 763 763 763

Tax on items recognised directly in/transferred from equity4 76 940 1016 1013

Other comprehensive income net after tax 2738 2395 343 138 481

Total comprehensive income 2738 3183 5921 158 6079

Change in Group composition

Sale of treasury shares 28 28 28

Dividend SEK 4.40 per share3 3089 3089 39 3128

Value at 31 December 2008 2350 6830 3580 53690 66450 802 67252

2009

Profit for the
year recognised

in the income statement 4765 4765 65 4830

Other comprehensive income

Actuarial gains and losses relating to defined-benefit pension plans2 911 911 38 949

Available-for-sale financial assets

Result from valuation to fair value recognised in equity 331 331 331

Cash-flow hedges

Result from remeasurernent of derivatives recognised in equity 202 202 202

Transferred to income statement for the period 319 319 319

Transferred to cost of hedged investments 10 10 10

Translahon difference on foreign operations 2701 2701 49 2750

Result from hedging of net investment in foreign operations 1391 1391 1391

Tax on items recognised directly in/transferred from equity4 28 208 182 10 192

Other comprehensive income net after tax 898 703 1601 77 1678

Total comprehensive Income 898 4062 3164 12 3152

Dividend SEK 3.50
per share3 2458 2458 40 2498

Value at 31 December2009 2350 6830 2682 55294 67156 750 67906

Revaluation reserve Hedging reserve Available-for-sale assets and Translation reserve are rncluded in the Provisions line in the balance sheet see specification on nest page

InCluding payroll las

Dividend SEK 3.504.404.00 per share pertains 10 Parent Company shareholders For financial
year 2009 the Board has decided to propose divided of SEK 370 per share to the Annual General Meeting

FOr specification of income tan attributable to components in oiher comprehensive income refer to the nerd page

5Adjusled 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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SCAs owners equity specification of reserves

SEKm

Value at January

Available-for-sale financial assets

Revaluation reserve1 Hedging reserve2 Available-for-sale assets flanslation reserve

2009 2008 2007 2009 2008 2007 2009 2008 2007 2009 2008 2007

107 107 147 180 26 327 270 559 3980 439 96

Result from valuation to fair value recognised in equity

Transferred to income statement at sale

Cash-tow hedges

Result from remeasurement of derivatives recognised in equity

Transferred to income statement for the period

Transferred to cost ot hedged investments

Translation difference on foreign operations3

Result from hedging of net investment in foreign operations3

Tax on items recognised directly in/transferred from equity 25 73

Othercomprehonsive income netaftertax 91 206 29 330 597 -289 1319 3541 343

Transfer of impairment losses for the period net after tax 40

Value at 31 December 107 107 107 89 180 26 327 270 2661 3980 439

Revaluation reserve includes effect on equity of successine acquisitions

See also Note 18 for details of when proht or loss is expected to be recognised

Sot which transfer to income statement of realised exchange gain relating to divested companies is included in the amount of SEK 11
SOt which transfer to income statement of previous yews profit or lose from hedging positions relating to divested companies is included in the amount of SEK ml 251

Specification of income tax attributable to components 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 3322 937 2385 1230 2g7 933

Available-for-saletinancialassets 331 330 599 596 289 289

Cashflowhedges 107 25 82 259 73 186 40 11 29

Translation difference on foreign operations 2750 2750 2885 2885 23 23

Result from hedging of net investment in toreign operations 1391 1391 763 763 360 360

Other comprehensive income 1870 192 1678 532 1013 481 1364 308 1056

At 31 December 2009 the debt/equify rafio amounfed to 0.60 which is below SCAs long-term target of 0.7 The debt/equity ratio deviates from this target at times and over the past en-

year period has varied between 0.39 and 0.70 Change in liabilities and equity is described on page 15 Financial position SCA has credit rating for long-term debt of Baal from Moodys

and BBB with negative outlook from Standard Poors SCAs financial risk management is described in the Risk and risk management section of pages 5051 SCAs dividend policy and

capital structure are described on page

202 312 63

319 58 25

10

20

331 599 255

34

2710 2778 -17

1391 763 360
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NOTE 25 FINANCIAL LIABILITIES

At 31 December 2009 interest-bearing gross debt amounted to SEK 44104m 52029

42190 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 2000

Derivatives 307 378 173

Loans with maturities of less than one year 10808 12223 21418

Total current financial liabilities1 13761 13170 21943

Non-current financial liabilities

Bond issues 12805 15752 13308

Derivatives 125 194 356

Other long-term loans with maturities1 year years 13268 12650 2725

Other long-term loans with maturities years 4147 10263 3858

Total non-current financial liabilities 30343 38859 20247

Total 44104 52029 42190

Fair value ot financial liabilities 43919 51867 43063

Fair value of short-term loans estimated to be the same as the carrying amount

Borrowing

Bond issues

Issued Mat..rity

NotesUSD45Om 2015

Notes SEK 500m 2010

Floating Rate Note SEK 50Gm 2010

Indee Linked Interest Note SEK 300m 2015

Index Linked Interest Note SEK 500m 2015

Notes EUR 685m 2011

Notes SEK 500m 2014

Notes SEK 500m 2014

Total

Carrying amount

SEKm

3446

1500

500

329

549

7428

553

500

14805

The table below shows the maturity profile of the gross debh

Maturity profile of the gross debt

SEKm Total 2010 2011 2012 2013 2014 2015

Commercial paper 9059 9059

Financeleases 1285 119 10641 50 26 12 14

Bondissues 14805 2000 7563 1000 4242

Utilisation ot credit facilities 500 500

Ofherloans 18618 2746 906 1171 4416 5245 4134

Total2 44267 13924 9533 1721 4442 6257 8390

Includes leasing contract tor paper machine in Laakirchen SEK Ot 7m with term through 20t5 but the assumption is
that this will be redeemed in 201

debt includes accrued interest in the amount ot SEK 63m

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 40430m

47002 37368

For issuing bonds in the European capital market SCA has Euro Medium Term Note SCA has Swedish and Belgian commercial paper programme that can be utilised for cur

EMTN programme with programme size of EUR 3000m SEK 30973m As of 31 rent borrowing

December 2009 nominal EUR 737m 1066 1102 was outstanding with remaining

maturity of 3.0 years 2.8 3.8 SCA also utulises bond markets outside Europe and has Commercial paper programme1

issued bond in the US of USD 450m SEK 3241 Issued

Programme size SEKm

Commercial
paper

SEK 5000m 7577

Fair value Commercial paper 400w 1482

SEKm
Total 9059

3410
Included in Loans with maturities of less than ocx year in the Financial liabilities table above

1500

500 To limit the refinancing risk and maintain liquidity reserve SCA has syndicated bank facili

313 ties In addition SCA has contracted bilateral credit facilities with banks

521

469
Credit facilities

554
Total Utilised Unutilised

Nominal Maturity SEKm SEKm SEKm

Syndicated credit tacilities EUR 60m 2010 620 620

14821
EUR35m 2011 361 361

EUR 1105w 2012 .408 500 10908

EUR 1000m 2014 10324 10324

Bilateral credit facilities SEK 687 2010 687 687

SEK 2000 2010 2000 2000

SEK3000w 2011 3000 3000

SEK2500w 2013 2500 2500

SEK3000m 2015 3000 3000

Total 33900 -500 33400
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NOTE PROVISIONS FOR PENSIONS In addition to the effect of changes in actuarial assumptions such as change of discount

rate etc actuarial gains and losses arose as 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% With regard to plan assets

the deviation is 12% nag 31 neg 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 defined-contribution plan since the net after deduction for assets with the insurance

provider is only minor amount and since SCA did not have access to sufficient information

to report this Obligation 55 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

651 177 217
funded and unfunded pension plans Funded plans include previously separately reported

partly funded plans The funding level varies depending on the plan

Of the pension costs for defined-benefit plans SEK 133m income 12 cost 69 is recog

nised as 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

ref urn on bonds will be the same as the interest on 10-year government bond and that

return on equities will reach the same interest with the addition of risk premium The inter

est decided for each country is weighted on the basis of how large 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 2896m neg 3302

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 plans and provisions for pen

sions respectively as shown below

66Km 2009 2008 2007

Provisions for pensions 3567 3443 1987

Surplus in funded pension plans 230 843 2137

Provision for pensions net value 3337 2600 150

SEKm 2009 2008 2007

Funded plans

Defned-benefit obligations 18091 15084 16539

Fair value of plan assets 16921 14419 8448

Net value funded plans 1170 665 1.909

SEKm 2009 2008 2007

Current service cost excluding contributions

by plan participants 338 392 482

Past service cost 99 10

Interest
expense

1094 1003 987

Expected return on plan assets 863 1209 1226

Pension costs before effects of curtail

ments and settlements 668 182 253

18 36

SEKm 2009 2008 2007

Defined-benefit Obligations 20332 17108 18377

Fair value of plan assets 16921 14419 18448

Net value 3411 2689 71

Unrecognised past service costs 74 89 79

Provision for pensions net value 3337 2600 150

Actuarial gains and losses for the year reported in Consolidated statement of other compre

hensive income are negative and amount to SEK 026m neg 2923 pos 1301 Includ

ing translation differences the accumulated gains and losses recognised in this manner thus

amount to SEK 121 Om 225 2981

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

Curtailment

Settlements

Net pension costs after effects of

curtailments and settlements

Unrecognised past service Costs 57 89 -.68

Provision for pensions funded plans 1113 576 1977

Unfunded plans

Defined-benefit obligations

Unrecognised past service costs

Provision for pensions unfunded plans

Provision for pensions net

2241

17

2024

2224

The summaries below specify the net value of the defined-benefit pension obligations

1838

11

3337

2024 1827

2600 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

SCAs 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 obligations Plan assets

Value January 17108 14419 18377 18448 20270 18810

Current service cost 431 486 587

Interest expense 1094 003 987

Espected return on plan assets -863 209 1226

Past service cost 64 10

Acquisitions and disposals 74 100

Curtailments settlements and transfers 28 29 78

Contributionsbyplanparticipants 68 94 105

Contributions by the employer 872 739 561

Benefits paid 1112 1114 1189 1189 1018 1018

Actuarial gains arid losses 3095 2069 1588 4511 2396 1096

Exchangedifferences 372 264 53 371 134 218

Value 31 December 20332 16921 17108 14419 18377 18448

of which

Sweden 2817 2202 2582 1634 2418 2475

UK 8553 8157 6683 6827 8914 9962

Eurozone 7635 5668 5160 5122 2944 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 7.207.41 4.455.73

2008

Discount rate 4.25 6.71 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 6.707.54 4.186.28

2007

Discount rate 4.74 6.04 5.45

Expected salary increase rate 3.50 4.25 3.25

Expected inflation 2.10 3.00 2.00

Expected return on plan assets 7.49 7.227.46 5.356.75

The actuarial assumptions comprise the most significant assumptions applied when calcu

lating defined-benefit obligations at fhe balsnce-sheet date Expected return on plan assets

is applied when calculating the subsequent years pension cost

Actuarial gains and losses arise as result of deviations from actuarial and experience

based assumpfions as well as different return than expected These gains and losses are

recognised direcfly in equity in the period in which they arise change in the discount rate of

0.25 percentage points affects the total value of obligations by approximately SEK 767w

Taking into account that 55% of plan assets are invested in equities 10% upturn/decline in

the total shareholding would lead to change in value of approximately SEK 930m
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Financial statements

Notes

Provisions comprise

Short-term component

Long-term component

107

477

Other provisions amount to SEK 584m 1695 2034 During the year new provisions

were made totalling SEK 073m of which SEK 741 relates to provisions for the restruc

turing programme initiated in 2009 within the packaging business aimed at adapting the

operations capacity and costs SEK 234m relates to the liability in 2009 for carbon dioxide

emissions and SEK 131 to payroll taxes Ot the efficiency programmes provisions SEK

891 was paid in 2009 and SEK 620m is expected to be paid in 2010 with the remaining

NOTE OTHER NON-CURRENT LIABILITIES

SEKm 2009 2008 2007

Derivatives 75 92

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

years

SEKm 2009 2008 2007

Liabilities to associates

Derivatives 280 550 57

Accrued expenses and prepaid income 8071 7592 6647

Other operating liabilities 1716 1984 2255

Total 10072 10131 8961

Accrued expenses and prepaid income

Accrued social security costs 535 449 406

Accrued vacation pay liability 939 892 809

Other liabilities to personnel 1297 1197 1118

Accrued financial expenses 181 427 265

Bonus and discounts to customers 251 2241 732

Otheritems 2608 2386 2317

Total 8071 7592 6647

amount of SEK 207m to be paid in 2011 In addition provisions tor the efficiency-enhance

ment programmes were increased by SEK 205m during 2009 due to reclassification 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 Groups 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

SEKm

31 December 2009

Loans including interest 14238 24452 8565

Net settled derivatives 18 90 178

Share swaps

Energy derivatives 180 83

Trade payables 1446 826

Total 25846 25271 8743

Gross sett led derivatives1 22107 151

31 December2008

Loans including interest 14600 30337 15043

Net settled derivatives 16 56 231

Share swaps 31

Energy derivatives 242 92

Tradepayables 13155 1000

Total 28044 31485 15274

Gross settled derivatives1 21 686 166

31 December2007

Loans including interest 22722 15719 7677

Net sett led derivatives 327 309 341

Share swaps

Energy derivatives

Tradepayables 12744 782

Total 35797 16811 8018

Acquisitions and Efficiency Current Legal

SEKm divestments programmes operations Tax risks Environment disputes Other Total

Value January 785 27 259 361 30 232 1695

Provisionsduringtheyear 741 242 21 66 1073

Utilisationduringtheyear
891 10 327 12 1245

Reclassiticafions 205 191

Dissolvedduringtheyear
13 75 96

Translationditferences 13 12 34

Value 31 December 827 258 261 32 199 1584

NOTE 29 OTHER CURRENT LIABILITIES

Other current liabilities

Less than

year

1-5 More than

years years

Gross settled derivatives1

iThe gross sell led derivatives have largely corresponding positive cash flows and therefore in

SCAs opinion do not constitute any real liquidity risk

20772 317
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NOTE 31 FINANCIAL INSTRUMENTS BY CATEGORY

Non-current financial assets 1832 77

Other non-current assets 14

Trade receivables 16103 16103

Other current receivables 217

Current financial assets 194 128

Cash and cash equivalents 5148 5148

Total assets 23508 21456

Non-current financial

liabilities 30343

Other non-current liabilities 75

Current financial liabilities 13761

Trade payables 12272

Other current liabilities 280

Total liabilihes 56731

18 695 1042 Derivatives

13

89 128

55 11

Derivatives

163 847 1042
Total liabilities

16925 13293 125

74

13454 279 28

12272

57 223

42651 13630 450

Of which fair value by

Carrying amount 31 December2009 Level

Measured at fair Deflvatives Available-

value through used for for-sale

the income hedge financial

statement accounting assets

163 847 1010

1042 1034

163 847 1042 1034 1018

337 450 787

337 450 787

The following categorisation has been conducted tor tinancial instruments

Of which

Carrying Measured at

amount Loans Financial fair value Derivatives Available-

in the and assets at through the used for for-sale

balance receiv- amortised income hedge financial

SEKm sheet ables cost statement accounting assets SEKm

31 December2009 31 December 2009

Distribution by level when measured at fair value

Non-current financial

assets escluding

derivatives

Total assets

The table above specifies how financial instruments excluding financial liabilities were meas

ured at fair value in accordance with the fair value hierarchy with the following three levels

Level Quoted prices on an active market for identical assets or liabilities such as shares

or bonds quoted on the stock exchange

______________________ Level Other observable inputs for the asset or liability than quoted prices included in Level

either directly that is price quotations or indirectly that is obtained from price quota

tions such as forward contracts or interest-rate swaps

Level Inputs for the asset or liability not based on observable market data but containing

48 812 714 the assumptions and estimates of management for example unquoted shares

31 December 2008

Non-current financial assets 656 82

Other non-current assets

Tradereceivables 18364 18364

Other current receivables 248 146 102

Currentfinancialasaets 642 186 451

Cash and cash equivalents 5738 5.738

Total assets 26656 24370 646 926 714

Non-current financial

liabilities 38859 24086 14579 194

Other non-current liabilities 92 90

Current financial liabilities 13170 2792 360 18

Tradepayables 14156 14156

Other current liabilities 550 280 270

Total liabilities 66827 51034 15221 572

31 December 2007

Non-current financial assets 1526 82 147 1296

Other non-current assets

Trade receivables 17607 17607

Other current receivables 84 39 45

Current financial assets 366 274 90

Cash and cash equivalents 3023 3023

Total assets 22612 20986 133 197 1296

Non-current financial

liabilities 20247 8114 11789 344

Other non-current liabilities

Current financial liabilities 21 943 21770 167

Tradepayables 13526 13526

Other current liabilities 57 46 11

Total liabilities 55776 43410 12004 362
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NOTE CONTINGENT LIABILITIES

SEKm 2009 2008 2007

Guarantees for

employees

associates 30 35 38

customers and others 40 38 37

Taxdisputes 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 256m including interest The claim is

related to restructuring measures that the sellers of Spanish company carried out prior to

SCAs acquisition of the company in 1997 SCA has provided 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 611 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 PAA rating SCA carries the credit risk against the deposi

tary banks Should the rating of depositary bank decline in the future SCA has the possi

bility to transfer the deposit to another bank with better rating Moreover SCA is liable to

take such action if the depositary banks rating falls below

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 force majeure nature elect not

to fulfil or cannot fulfil the leasing contracts SCA is liable to compensate the counterparties

for financial losses which may be incurred as result Compensation varies during the dura

tion and can amount to 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 leasing transaction with US banks as counterpar

ties pertaining to the Ostrand pulp mill in Timrâ 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 AM 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 .8bn at 31 December

2009 SCA carries the credit risk against the depositary banks Should the rating of depos

itary bank decline in the future SCA has the possibility to transfer the deposit to another

bank with better rating SCA also has an obligation to exchange the US securities if their

rating falls below AA- or 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 force maieure 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 result Compensation varies during the duration and

can amount to 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

In 2007 SCA entered into sale and leaseback transaction with 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 right to terminate the transaction in 2023 without any

financial consequences The present value of SCAs future rental amounts amounted to SEK

671 which was invested in security with an rating issued by the counterparty and

deposited in Swedish bank assigned to handle rental payments during the term of the con

tract Should the counterpartys rating fall below BEB- SCA is entitled without incurring any

financial consequences to terminate the transaction in advance Should SCA as the result

of extraordinary events of 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 result Compensation varies during the term and can amount to 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 SCAs balance sheet in

2007

The three vessels that are included in SCAs 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 AS 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 Swedish electricity sup

plier for electricity deliveries to the companys Swedish plants The agreement covers

approximately 45% of estimated consumption at these plants SCA signed ten-year fixed-

price agreement with 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 PLEDGED ASSETS

Pledged assets

related to financial

liabilities

Total

SEKm Other 2009 2008 2007

Peal estate mortgages 484 482

Chattelmortgages 11 20 31 26 30

Other 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
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NOTE OTHER EXTERNAL COSTS

In 2009 Other external costs included reversal of an impairment loss on receivable in the

amount of SEK Gm 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 10

Other assignments

Total 16 16

LEASING

Future payment commitments for non-cancellable operating leases are as follows

SEKm 2009 2008

Within year 31 50

Between and
years

168 109

Later than 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 PERSONNEL AND BOARD COSTS

Salaries and remuneration

SEKm 2009 2008

Board of Directorsfl President Executive Vice Presidents and

Senior Executives 15 14 50 30

of which variable salary 19

Other employees 105 82

Total 155 112

Social security costs

SEKm

Total social security costs

of which pension costs2l

2Of the Parent Companys 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 companys outstanding pension obligations to these individuals amounts to SEK

3COm 1301

Pension costs

88Km 2009 2008

Self-administered pension plans

Costs excl interest expense 39

Interest expense recognised in personnel conts 18 14

10 53

Retirement through insurance

Insurance premiums 21 11

Other

38 63

Policyholder tax

Special payroll tax on pension costs 14

Cost of credit insurance etc

Pension costs for the year 47 77

Premiums during the year for disability and family pension insurance with Alecta amounted

to SEK 4m 21 See also Note 26 Pension Provisions Page 89 Personnel costs also include

other personnel costs in the amount of SEK 3m 23

2009 2008

Total absence due to illness of normal working hours

Men

Women

Of which continuous absence due to illness of 60 days

or more comprises 40 23

Breakdown of absence due to illness by age group

-29 30-49 50

NOTE 36 DEPRECIATION OF TANGIBLE AND INTANGIBLE

FIXED ASSETS

SEKm 2009 2008

Buildings

Lund improvements 40 38

Machinery and equipment

Sub-total 46 44

Capitalised development costs

Total 47 47

NOTE 37 FINANCIAL ITEMS

SEKm 2009 2008

Income from participations in Group companies

Dividends from subsidiaries 35017 2254

Interest income and similar profit/loss items

Interest income external 163

Interest income subsidiaries 197 153

Interest expenses and similar profit/loss items

Interest expenses external 226

Interest expenses subsidiaries 1363 2485

Total 33788 78

NOTE APPROPRIATIONS AND UNTAXED RESERVES

Of the Parent Companys untaxed reserves SEK 147w 136 pertains to accumulated

depreciation in excess of plan

Average number of employees

Sweden

of whom women

2009 2008

105 108

50 49

Of the total number of Board members and senior executives 9% and 14% respec

tively are women

Absence due to illness

Board fees decided by the Annual General Meeting amounted to SEK 4.em 46 For further information

see Note

2009 2008

96 115

47 77
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NOTE 39 TAXES

Tax on profit for the
year

SEKm

Tax income current tax expense

Deferred tax expense tax income

Tax expense

Expected tax

Difference

Difference is due to

Taxes related to prior periods

Non-taxable dividends trom subsidiaries

Changed tax rate

Other non-taxable/non-deductible items

433 13
8769 263

9202 276

00

9209 276

NOTE 40 INTANGIBLE FIXED ASSETS

Capitalised expenditure for development costs

2008
Carrying amount January

SEKm
Investments

808 1477
Depreciation for the year

153 280
Carrying amount 31 December

655 1197

73 77

CURRENT TAX LIABILITY TAX ASSETS

The change to the current tax liability during the period is explained belom

SEKm 2009 2008

Balance January 18 18

Current tax income/expense 485 11

Paidtax

Tax expense/income other Group companies 485 11

Tax assets 31 December 18 18

DEFERRED TAX EXPENSE TAX INCOME -j

SEKm 2009 2008

Changes in temporary differences 45 824

Adjustments for prior periods

Deferred tax expense tax income 52 819

PROVISIONS FOR TAX

The change to the provisions for tax is explained belom

Carrying Deferred tax Carrying

SEKm amount Jan expense amount 31 Dec

Land and buildings 1385 391

Provisions for pensions 98 100

Tax loss carryformards 1078 47 1031

Other 48 47

Total 161 52 213

Total -433

2009

Reconciliation SEKm

2009 2008 SEKm 2009 2008

485 Ii Accumulated cost 35 35

52 819 Accumulated depreciation 34 33

808 Planned residual value

09 NOTE 41 PROPERTY PLANT AND EQUIPMENT

631 1154

11 19

00 18 33 SEKm
Total 9202 276 655 1197

Accumulated cost

Accumulated depreciation
The Parent Company participates in the Groups tax pooling arrangement and pays the

Accumulated mrite-ups

majority of the Groups total Smedish taxes The recognised current tax income represents
Planned residual value

the portion of the Groups total Smedish taxea Other Group companies that participate in

the fax-pooling arrangement have tax expenses totalling SEK 485m The Parent Corn-
Carrying amount January

panys receivable from subsidiaries for taxes paid on their account is reported as current
Investments

receivable from subsidiaries

Current tax expense tax income

SEKn

Buildings

2009 2008

151 150

78 73

Machinery and

equipment

2009 2008

16 17

15 15

Income tax for the period

Adiustments for prior periods

Total

Land

2009 2008

1811 1734

604 564

5079 5079

6286 6249

Sales and disposals

Depreciation for the year

2009 2008
Carrying amount 31 December 73

485
Tax assessment value 38

77 82 6249 6121

79 176

10

40 38

77 6286 6249

37 15422 15422

Land includes forest land in the amount of SEK 581 7m 5802
-485 11
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NOTE 42 SHARES

Subsidiaries Other companies

SEKm 2009 2008 2009 2008

Accumulated cost 123994 62395 11 11

Accumulatedwrite-ups 140 140

Accumulated impairment losses 140 140

Planned residual value 123994 62395 11 ii

Carrying amount January 62395 56657 11 11

Investments 31598

Increase through acquisition of subsidiaries 30001 5738

Diveatments

Carrying amount 31 December 123994 62395 11 11

The increase in 2009 is attributable to capital injection of SEK 30000m subscription to

new share issue in the amount of SEK 598m and the distribution of all shares in aubsidi

my valued at net worth of SEK 30001

The increase in 2008 through the acquisition of subsidiaries comprises purchase from

another Group company The company in question was subsequently used as contribu

tion in kind to SCA Group Holding BV

Parent Companys holdings of shares and participations in subsidiaries 31 December2009

Carrying

No.of Share of amount

Corp Rag No Domicile shares equity SEKmCompany name

Swedish subsidiaries

Fastighets- och Bostads

aktiebolaget FOBOF 556047-8520

SCA Forsakrings

aktiebolag 516401 -8540

SCA Kraftfastigheter AB 556449-7237

SCA Research AB 556146-6300

SCA Hedging AB 556666-8553

Foreign subsidiaries

SCA Group Holding BV 33181970

BTW BE 864.768.955 Diegem 1079999

BTWBEO421.120.154 Diegem 731279

0810.983.346 Diegem 999999

03665635 Dunstable

01307260461 Milano 15579200

123994

RECEIVABLES FROM AND LIABILITIES TO

NOTE SUBSIDIARIES

SEKm 2009 2008

Non-current assets

Interest-bearing receivables 269

Total 269

Current assets

Other receivables 2281 1590

Total 2281 1590

Current liabilities

Interest-bearing liabilities 70573 47647

Other liabilities 4229 3897

Total 74802 51544

NOTE 44 OTHER CURRENT RECEIVABLES

SEKm 2009 2008

Prepaid expenses and accrued income 15 16

Other receivables 108 107

Total 123 123

NOTE 45 EQUITY

The change in equity is shown in the financial report relating to Equity presented on page 62

The share capital and number ot shares have increased since 1993 with new issues conver

sions and splits as set out below

Year Event

1993 Number of shares January1993 172303839

Conversion of debentures and new

1993 subscription through warrants 4030286 40.3 119.1

New issue tO issue price SEK 80 17633412 176.3 1410.7

1994 Conversion of debentures 16.285 0.2

1995 Conversionofdebentures 3416113 34.2

1999 New issue 16 issue price SEK 140 32899989 329.0 4579.0

2000 Conversionofdebentures 101631 1.0 15.0

2001 New issue private placement 1800000 18.0 18.0

2002 New subscription through warrants IIB 513 0.1

2003 Conversion of debentures 11 27792 11.3 288.4

New subscription through warrants IIB 1697683 7.0 434.5

2004 Conversion of debentures 9155 0.1 1.1

2007 Split 31 470073396

2009 Number of shares 31 December 2009 705110094

SCAs share capital 31 December 2009

Share capital

Number of votes Number of shares SEKm

Ashares 10 103035353 343

shares 602074741 2007

Total 705110094 2350

The par value ot the Parent Companys shares amounts to SEK 3.33

Treasury shares at the beginning and at the end of the year amounted to 2767605

shares Shares were held as part of the employee stock option programmes that expired in

2008 and 2009

NOTE PROVISIONS FOR PENSIONS

The Parent Company has both defined-contribution and defined-benefit pension plans

Below is description of the Parent Companys defined-benefit plans

PRI PENSIONS

Pension liabilities pertaining to PAl pensions have been secured through common Swed

ish SCA pension fund The market value of the Parent Companys portion ot the foundations

assets at 31 December 2009 amounted to SEK 56m 39 In the past two years no compen

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 were made during 2009

Since the value of the assets in 2009 is below that of the pension obligations in the amount

of SEK 22m 32 this is recognised as provision in the balance sheet The provision is

included below

OTHER PENSION OBLIGATIONS

Note Personnel and Board costs in the Groups notes describes the other defined-benefit

pension plans that the Parent Company offers The table below shows the change between

the years

Capital value of pension obligations relating to self-administered pension plans

SEKm 2009

419

2008

341Balance January

Compensation received for take-over of pension obligation 42

Cost excluding interest expense 39

Interest expense reported in personnel costs 18 14

Payment of pensions 14 17

Balance 31 December 415 419

External actuaries have carried out capital value calculations pursuant to the provisions of

the Swedish Act on Safeguarding of Pension Obligations The discount rate is 4.2% 4.0

Increase in Cash pay

No of shares share capital mant SEKm

Stockholm 1000 100

Stockholm

Stockholm

Stockholm

Stockholm

140000

1000

1000

1000

Amsterdam 246347

SCA Packaging

Coordination Center NV

SCA Packaging

Marketing NV

SCA Capital NV

SCA UK Holdings Ltd

SCA Finanziana S.p.A

Total carrying amount

of subsidiaries

100 14

100

100

100

100 89598

100 985

100 1798

100 30001

75 1598
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Financial statements

Notes

NOTE 47 NON-CURRENT INTEREST-BEARING LIABILITIES NOTE 51 FINANCIAL INSTRUMENTS BY CATEGORY

Carrying amount Fair value

SEKm 2009 2008 2009 2008

Other non-current loans with term yrs yrs 5363 5689

Other non-current loans with term yrs 2203 2004

Total 7566 7693

NOTE 48 OTHER CURRENT LIABILITIES

Other current liabilities

SEKm 2009 2008

Accrued expenses and prepaid income 167 54

Current provisions tor efficiency-enhancement programmes 14

Other operating liabilities

Total 178 75

Accrued expenses and prepaid income

SEKm 2009 2008

Accrued interest expenses 57

Accrued social security costs 21

Accrued vacation pay liability 10

Other liabilities to personnel 47

Other items 33 37

Total 167 54

NOTE 49 CONTINGENT LIABILITIES

SEKm 2009 2008

Guarantees for subsidiaries 43913 50840

Other contingent liabilities 17 15

Total 43930 50855

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 guarantee in relation to the Groups 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 guarantor for all the subsidiary SCA Graphic Sundsvall

ABs obligations according to contracts regarding physical deliveries of electric power

between 2005 and 2013

NOTE PLEDGED ASSETS

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 trom subsidiaries 269

Current assets

Receivables from subsidiaries 112 30

Other current receivables 70 75

Cash and bank balances

Total 581 237

Financial liabilities measured at amortised cost

SEKm 2009 2008

Liabilities in the balance sheet

Non-current liabilities

Interest-bearing liabilities 7566

Current liabilities

Uabilities to subsidiaries 70792 48227

Accounts payable 11 27

Other current liabilities 57

Total 78426 48254

NOTE ADOPTION OF THE ANNUAL ACCOUNTS

The annual accounts are approved by SCAs Annual General Meeting and will be presented

for approval at the Annual General Meeting on 26 April 2010

Total Total

2009 2008

481

Other

interest-bearing

liabilitiesSEKm Other

Real estate mortgages

Chattel mortgages 20 20 20

Other 135 135 135

Total 20 135 155 636
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FinnciaI statements

Proposed distribution of earnings

Annual accounts 2009

Distribution of earnings Parent Company

Distribution equity in the Parent Company

retained earnings

net protit tor the year

Stockholm 24 February 2010

5085445476

33774029745

38859475223

The Board ot 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 tinancial reporting standards reterred 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 true and fair view of

the Parent Companys and Groups tinancial position and results of operations and that the statutory Board of Directors

Report provides fair review of the Parent Companys and Groups operations financial position and results of operations and

describes material risks and uncertainties facing the Parent Company and the companies included in the Group

Rolt Börjesson

Board member

Barbara Milian Thoralfsson

Board member

Leif Johanssorr

Board member

Thomas Wiklund

Board member

ct
Lars Jonsson

Board member

Our audit report was submitted on 24 February 2010

PricewaterhouseCoopers AB

Andera Lundin

Authorised Public Accountant

ii Based on the number ot outstanding shares at 31 December 2009 The amount ot the dividend may change if any treasury share transactions

are executed betore the record date 29 April2010

Total

The Board of Directors and the President proposes

to be distributed to shareholders dividend of SEK 3.70 per share 25g86672O9i

to be carried forward 36260806014

Total 38859475223

Sverker Martin-Ldf

Chairman of the Board

Tom Hedelius

Board member

Sdren Gyll

Board member

Anders NyrØn

Board member

Svensson

Board member

Jan Johansson

President and CEO
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Audit report

Financial statemnts

To the Annual Meeting of Shareholders in Svenska Cellulosa

Aktiebolaget SCA pubi Corporate identity number 55601 2-6293

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 2009

The companys annual accounts and the consolidated accounts are

included in the printed version of this document on pages 1098 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 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 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 reasona

ble basis for our opinion set out below

The annual accounts have been prepared in accordance with the Annual

Accounts Act and give true and fair view of the companys 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 true

and fair view of the Groups 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

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 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

Anders Lundin

Authorised Public Accountant

Fredrik Ljungdahl

Expert member FAR SRS
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SCA Data

Multi-year summary

CASH-FLOW STATEMENT

Operating cash flow

Cash flow from current operations

Cash flow before dividend

Current capital expenditures net

Strategic capital expenditures

Acquisitions

KEY RATIOS5

Equity/assets ratio

Interest coverage multiple

Debt payment capacity intl pension liabilities

Debt/equity ratio md pension liabilities multiple

Return on capital employed

Return on capital employed excluding items affecting comparability

Return on equity

Operating margin

Operating margin escluding items affecting comparability

Net margin

Capital turnover rate multiple

Operating cash flow
per share SEK

Earnings per share SEK

Dividend per share SEK

Operating profit distributed pro forma for 2000

42 44 47

1.3 7.1 9.8

27 35 54

0.70 0.63 0.44

11

10 10

10 10

1.01 1.03 1.19

6.22 8.12 11.66

0.61 7.37 7.28

3.67 3.50 3.50

d2009 2007 2005 asd 2004 include items affecting comparability of SEK 1458w SEK 300m SEK 5365m and SEK 770w respectively 2000 includes capital gain from the sale of Modo Paper of SEK 2031w

Earnings in Sweden were charged with deferred tan of 28% horn the years 20002003

Calculation of average capital employed based on five measurements

ratios are defined on page 104

Board proposal

SEKm 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000

INCOME STATEMENT

Net sales 110857 110449 105913 101439 96385 89967 85338 88046 82380 67157

Operating profit1 8190 8554 10147 8505 1928 7669 7757 9101 9492 10534

PersonalCare 3235 2912 2960 2799 2474 2429 2403 2588 2080

Tissue 3946 2375 1724 1490 1577 2026 2418 2899 2393

Hygiene Products 2909

Packaging 413 1493 2651 2072 1775 2604 2482 3065 3286 2977

Forest Products 2503 2207 2870 2475 1886 1777 1559 1986 2976 2720

Fine paper and wholesale 644

Ofheroperations2 1907 433 58 331 5784 1167 25 300 233 2013

Goodwillamortisafion 1130 1137 1010 729

Financial income 158 246 193 179 156 453 544 409 380 531

Financialexpenses 1802 2563 2103 1851 1651 1537 1334 1432 1782 1738
Profit before tax 6546 6237 8237 6833 433 6585 6967 8078 8090 9327

Tax 1.716 -639 1076 1366 21 1393 1861 2341 2444 2133
Minority interests 31 44 59 46

Profitfortheyeari 4830 5598 7161 5467 454 5192 5075 5693 5587 7148

BALANCE SHEET

Non-current assets excl financial receivables 111745 113866 104150 95994 101840 96162 77885 75462 76967 60962

Receivables and inventories 30605 36121 33793 29907 29356 25681 22880 24765 23338 21765

Non-current assets held for sale 105 102 55 2665 68

Financial receivables 2062 2499 3663 2970 2035 682 4146 6151 3888 3497

Short-term investments 194 642 366 409 237 128 749 306 406 502

Cashandbankbalances 5148 5738 3023 1599 1684 3498 1696 2520 2189 1440

Total assets 149859 158968 145050 133544 135220 126151 107356 109204 106788 88166

Equity 67156 66450 63590 58299 56343 54350 49754 47983 45983 39898

Minority interests 750 802 689 664 767 768 751 687 736 612

Provisions 13351 13292 14199 14240 17035 16962 13620 14773 14870 13242

lnterest-bearingdebt 44766 52886 42323 38601 39036 35021 25429 27498 27746 18694

Operating and other non-interest bearing liabilities 23836 25538 24249 21740 22039 19050 17802 18263 17453 5720

Totalliabilitiesandequity 149859 158968 145050 133544 135220 126151 107356 109204 106788 88166

Capifalemployed4 112264 105955 96368 96192 95341 87208 71687 71863 67878 57501

Net debt md pension liabilities 40430 47002 37368 36399 39826 34745 22306 23899 23861 15880

6304 7471 8837 10102

2772 4362 5688 8134

1538 1768 6276 901

5672 4859 4270 3902

935 2086 2398 2949

323 428 9340 4808

12421 14206 9005

8620 11249 6652

855 4254 10609

3523 3479 2245

2823 1469 1121

6483 13286 2349

14133

11490

8483

4037

3031

51

45

5.0

31

0.60

0.99

16.36

6.78

3.700

7813 8127

3810 4508

77 1473

5353 5165

3109 1342

1764 4545

42 44

3.7 5.3

26 35

0.70 0.58

11

10

12

10

1.04 1.10

5.42 6.42

7.94 10.16

3.50 4.40

44

5.1

29

0.62

1.05

3.95

7.75

4.00

45

8.9

47

0.49

13

13

12

10

10

.23

12.37

8.18

3.20

44

6.8

51

051

14

14

13

12

12

1.21

16.13

8.02

2.92

46

8.7

49

0.39

18

15

20

16

13

11

1.17

9.50

10.21

2.58
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Commentsto the multi-yearsummary

SCA Data

Income statement

Sales

In 2001 sales rose by slightly more than 20% as

result of the acquisitions of Georgia-Pacific Tis

sue and Tuscarora in North America During the

period 20022004 SCA continued to grow by

acquiring companies which contributed to 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 result of the

growth in volume SCAs net sales exceeded SEK

OObn for the first time In 2008 sales increased

by 4% compared with the previous year and

amounted to slightly more than SEK 11 Obn 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 decline

During the ten-year period the Groups sales

increased by about 5% annually CAGR

Operating profit

Operating profit for 2000 included 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 able to report 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 result 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 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 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 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 Gambles tissue unit

is included in SCAs Tissue operations which had

positive impact on earnings In 2008 earnings

increased mainly as 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

Packagings 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 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 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 result of lower prices

and negative exchange-rate movements Earn

ings subsequently improved at 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 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 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

steady level of around 4% in relation to sales

Key ratios

During the reporting period the Groups 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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SCA Data

Description of costs

SCA Group

Total operating expensesthSEK 1012Mm

Sales and administration

expenses2 16%

Energy 7%

Transport and datribution

expenses 12%

Other costs ot goods sold 32%

Raw materials and consumables 33%

Of which

Personal Care

Total operating expenses SEK 22481m

Sales and administration

expenses 29%

Energy 1%

Transport and distribution

enpenses 10%

uS Other Coats of gooda sold 26%

Raw materials and consumables 34%

Of which

Pulp 8%

Super absorbents 8%

Non-woven 6%

Other 12%

Total Raw materials and consumables 34%

Tissue

Total operating expenses SEK 37479m

Sales and administration

expenses 14%

Energy 9%

Transport and distribution

expenses 12%

Otheroosts 01 goods sold 33%

Raw materials and consumables 32%

Of which

Pulp 12%

Recovered paper

Packaging

Total operating expenses SEK 27946m

Sales and administration

enpenses 12%

Energy 6%

Transport and distribution

expenses 11%

Other costa otgoods sold 355A

Raw materials and consamables 36%

Of which

Total operating expenses SEK 14480ni

Sales and administration

expenses 4%

Energy 8%

Transport and distribubon

expenses 15%

Other costs ot goods sold 38%

Raw materials sad consumables 35%

Of which

Raw materials energy and transports 2009

Timber/chips

Personal Care 0%

Tissue 9%

Packaging 16%

Forest Products 75%

Total of 9.1 million cubic metres

Ot which 46% from own txrest and 54% parchased externally

Personal Care 21%

Tissae 72%

Packaging 0%

Forest Products 7%

Total of 1.8 million tonnes

Of which 41% trom own palp mills and 59% purchased externally

Recovered paper

Personal Care 0%

Tissae 37%

Packaging 42%

Forest Products 21%

Total of 4.0 million tonnes

Otwhich 37% trom own collection and 63% purchased externally

Energy

Electricity 24%

Fossil fuels 43%

Bioluels 33%

Transports

Bysea72%

Other means ot transport 28%

fl

Pulp 6%

Paper 5%

Recovered paper 5%

Timber chips 3%

Super absorbenta 2%

Non-woven 1%

OtherS 11%

Total Raw materials and consumables 33%

Excluding Item affecting comparability

Sales and administration expenses inolade costs tsr marketing

percentage points

lThe two largest items ot Other costs of goods sold comprise

personnel 13 percentage points and depreciation percentage

points

5ltme item Other in Raw materials and consumables includes costs

br chemicals packaging material and plastic material

Paper 16%

Recovered paper 6%

Other 14%

Total Raw materials and consumables 36%

Forest Products

Other

Total Raw materials and consumables

Timber chips 18%

17%

35%

6% Other

l49x Total Raw materials and consumables

32%

Market pulp

Total of 28 TWh 35.1 billion tonne kilometres
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SCA Data

Production capacity Capacity is stated in thousands of tonnes unless otherwise indicated and per year

PackagingTissue

Mill

Box Hill

Ortmann

Stembert

Santiago1

Bogota1

Medellin

Lasso1

LeTheil

Orleans

Mainz-Kostheim

Mannheim

Neuss

Witzenhausen

Altopascio

Collodi

Lucca

Ecatepec

Monterrey

Uruapan

Friesland

Kawerau

Drammen

Sovetak

Svetogorsk

La Riba

Mediona

Valls

Jönköping

Lilla Edet

Chesterfreld

Manchester

Oakenholt

Prudhoe

Barton

Flagstaff

Menasha

South Glens Falls

Total

Capacity Production plant Country Corrugated board Kraftliner Testliner/fluting

53 Corrugated board Asia 537

124 Austria 60

75 Belgium 140

61 Czech Republic 65

35 Denmark 120

39 Estonia 24

24 Finland 40

62 France 190

35 Germany 480

106 Greece 65

266 Hungary 60

105 Italy 460

30 Lithuania 30

25 Netherlands 180

42 Norway

140 Poland 80

69 Romania 40

57 Russia 57

36 Spain 162

Sweden 110

61 Switzerland 40

22 Turkey 100

30 United Kingdom 35

Countay

Australia

Austria

Belgium

Chile

Colombia

Colombia

Ecuador

France

France

Germany

Germany

Germany

Germany

Italy

Italy

Italy

Mexico

Mexico

Mexico

Netherlands

New Zealand

Norway

Russia

Russia

Spain

Spain

Spain

Sweden

Sweden

United Kingdom

United Kingdom

United Kingdom

United Kingdom

US

US

US

US

43

26 Containerboard

45 Aschaffenburg Germany 350

120 Witzenhausen Germany 330

21 Lucca Italy 420

100 De Hoop Netherlands 350

31 Munksund Sweden 360

50 Obbola Sweden 300 125

68 Total 3080 660 1.575

87
The total namber ot tacilities amoants to aboat 200

180
Converting only

53

211

75

2615

Forest ProductsPersonal Care

Production plant

Buenos Aires

Springvale

Drummondville

Santiago1

Cali

Rio Negro4l

Cairo1

Linselles

Amman7

Shah Alam

Ecatepec

Gennep

Hoogezand

Henderson

Claws

Jeddah7

Gemerakd HOrka

Kliprivier1

Mölnlycke

Falkenberg

Ksibet el Mediouni

Annaba

Bowng Green

Solid-wood

SC and Market CTMP Total pulp products

Country Newsprint LWC paper pulp pulp and paper 1000 m3

Austria 510 510

United Kingdom 410 410

Sweden 30 4g0 880

Sweden 430 90 520

Sweden 400

Sweden 450

Sweden 350

Sweden 250

Sweden 120

Sweden 150

Sweden 100

800 1000 430 90 2320 1820

Country

Argentina

Australia

Canada
Laakirchen

Chile
Aylestord

Colombia

Ortviken

Colombia

Oatrand

Egypt

Munksund

France

Bollata

Jordan

Tunadal

Malaysia

Rundvik

Mexico
Vilhelmina

Netherlands
Stugun

Netherlands

Holmsund

New Zealand
Total

Poland

Saudi Arabia

Slovakia
Joist ventare

South Atrica
Non-woven prodaction

Sweden

Sweden

Tunisia

Algeria

US
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SCA Data

Definitions and key ratios1

Capital definitions

Capital employed The Groups and business areas capi

tal employed calculated as an average of the balance

sheets 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 Groups untaxed reserves and minority interests

Deferred tax liability in untaxed reserves has been calcu

lated at 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 percentage of

total assets

Deot/equify 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

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

Operating 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

Strategic investments Strategic investments increase

the companys future cash flow through acquisitions of

companies capital expenditures to expand facilities or new

technologies that boost SCAs 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 n1aiq- Operating surplus as per

centage of net sales for the
year

Operating margin Operating profit as percentage of net

sales for the year

Net mar gin Profit for the year as percentage of net sales

for the
year

Capital turnover Net sales for the year
divided by average

capital employed

Profitability ratios

Return on capital employoc Return on capital employed

is calculated for the Group as operating profit as percent

age of
average capital employed

Return on equity Return on equity is calculated for the

Group as profit for the year as percentage of average

equity

Other measurements

Value added per emirloyc- Operating profit plus salaries

wages and payroll expenses divided by the average number

of employees

Calculations of key ratios are mainly based on gsidelines isssed by the Swedish Society of Financial Analysts Averages are calcslated based on five metrics

Glossary

AFH Away From-Home Tissue sold to bulk consumers

such as restaurants hospitals hotels offices and industrial

premises

Coating surface treatment applied to paper or corru

gated board packaging Provides smooth surface with

good printing properties

Consumer packaging Packaging sold together with its

contents to the end-consumer

Corisuiriertisue lncludestoilet and kitchen paper nap
kins and paper handkerchiefs

Contaiiierboard The collective name for liner and fluting

Converting plant Produces finished packaging from cor

rugated board sheets supplied by 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 info finished packaging

CTMP Chemical thermo mechanical pulp high-

yield pulp produced through the mechanical defibration in

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 en international

organiaation working to ensure responsible forest manage
ment FSC has developed principles for responsible forestry

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 isa coated paper

with high mechanical pulp content Used for high quality

magazines and advertising materials with demanding col

our- printing requirements

Mtrket pulp Pulp that is dried and sold on the open

market

Mechanical pulp Debarked wood that is ground or

chipped for mechanical refining to separate the fibres to

form pulp

Ms or m.isub Solid cubic metre under bark Specifies the

volume of timber excluding bark and tops Used in felling

and the timber trade

M3fo 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 packagine Is used both to protect the

goods and to promote the product in the store

Productive forest land Land with 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 high

gloss surface and with high content of mechanical and/or

recycled pulp Mainly used for catalogues magazines and

advertising materials

Solid-wood producO Wood sawn into various dimen

sions/ sizes planks ioists etc

Super absorbents Collective name of 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 chlorine in

any form

rransporf 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

Cash flow from current operations Operating cash flow

less net financial items and tax payments and taking into

account other financial cash flow
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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

p.m in Tonhallen UniversitetsallØn 22 Sundsvall Swe

den Registration for the Annual General Meeting begins

at 1.30 p.m

Notification

Shareholders who wish to attend the meeting must

be listed in the shareholders register maintained by

Euroclear Sweden AB formerly VPC AR as of Tuesday

20 April2010 and

register to attend the Annual General Meeting not later

than Tuesday 20 April2010

Shareholders may register to attend in the following ways

by telephone 46 8402 90 59 on weekdays between

8a.m and 5p.m
via the company website www.sca.com

by mail to Svenska Cellulosa Aktiebolaget SCA Corpo

rate Legal Affairs P.O Box 200 SE-lOl 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 April2010 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
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 legal entity must present 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 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 May 2010

Nomination Committee

Carl-Clot By AB lndustrivärden Chairman of the Nomi

nation Committee

F-tSkan Sandberg Handelsbanken Pension Foundation

among others

Pontus Bergekrans SEB Funds

TorbjOrn Callvik Skandia Liv

Bo Selling Alecta

Sverker Martin-Lot Chairman of the Board of SCA

The Nomination Committees 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 tour of

SCAs operation in Sundsvall Register your interest to

participate in the tour when registering to attend the AGM
See further intormation on the company website

www.sca.com

Financial information 20102011

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 SCAs website

27 January 2011
www.sca.com

March 2011

Annual Reports can also be ordered from

Svenska Cellulosa Aktiebolaget SCA
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Tel 4687885100
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