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BILLERUD

Billerud is a leading supplier of

primary fibre-based packaging paper.
Innovative solutions and expert support
focus on meeting customers’ growing
demand for optimised packaging.

THREE BUSINESS AREAS

Three business areas, four mills and eleven sales offices in ten countries provide 1 000 customers in 100
countries with products and services. Europe is Billerud’s core market, while growth markets outside
Europe account for approximately 20% of sales. The company’s focus on sustainable, renewable packaging
materials has been met with great interest and rising demand.

Sales of sack and kraft paper chiefly for

food packaging, paper carrier bags, sack solutions
and industrial applications. The largest markets are
Europe and Asia.

Read more on pages 24-27

O Sales of containerboard (fluting and liner), liquid board
and Cup Stock primarily as packaging for fruit and
vegetables and consumer goods. Europe is the largest
market.

Share of Group net sales Read more on pages 28-31

28%

Share of Group net sales

Sales of long-fibre market pulp, to tissue manufactur-
ers and others. The largest markets are Europe and
Asia.

Read more on pages 32-33

20%

Share of Group net sales
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With sustainability top of mind, Billerud has its sights set on three growth areas.

Food & Consumer Packaging

Replacing fossil plastics with paper in consumer packag-

a

Fresh Foods
Cutting expensive packaging-related wastage in fruit

Sack

Solutions
Offering specially tailored

ing. Page 27. and vegetables. Page 31. sack concepts. Pages
26-27.
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Net sales rose by 14% to SEK 8 828 million

Operating profit improved by 246% to SEK 1 037 million,
which equates to an operating margin of 12%
The increase was mainly attributable to improved prices and a

better product mix

Operating cash flow amounted to SEK 1 062 million (562)
The increase was due to an improved operating surplus

The net debt/equity ratio was 0.03 (0.29)
The Board proposes a dividend of SEK 3.50 per share (0.50)

Billerud FibreForme received several international innovation awards

Emissions of fossil carbon dioxide in the manufacturing process
were 21% lower than in the base year 2008, exceeding the target

for 2013
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BILLERUD

| am pleased, happy and impressed with the progress that we

made in 2010. Demand for our products rose very strongly over
the year, resulting in an operating margin of 12%. | interpret that
as proof of how strong our customer offering is.

FOR BILLERUD

The global economy picked up again. The
Nordic region and Germany made good
progress while the economies of Asia, large
parts of the Middle East and North Africa
continued to make even better progress.

We supply all these markets and are naturally
benefitting from the economic recovery.
However, when I look at what happened
within Billerud in 2010, I see even more reason
to be pleased.

OPERATING MARGIN WHERE IT SHOULD BE
With a figure of 12% in 2010, we have now
achieved our target, set in 2006, of a 10%
operating margin. It is pleasing that we met
the target by a good margin, off the back of
strong growth over the year in both of our
paper segments. We managed to increase
average prices in local currency for our
papers by 15% compared to 2009 averages,
which more than compensated for the higher
cost of inputs, particularly wood. During the
third and fourth quarters, the operating
margin averaged 12% and 15% respectively
in our business areas of Packaging &
Speciality Paper and Packaging Boards.

STRONG GROWTH IN PACKAGING PAPER
These positive results are due to a number of
key factors.

Over the past ten years, sack paper has
gone from an area where many players were
cutting capacity to an area with an emerging
global shortage. Demand for sack paper is
being driven by growth in cement capacity
and an ever-increasing focus on sustainability
and the environment. The main demand is
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for high-quality paper such as that provided
by Billerud. With our focus on product
development and sustainability, we are
extremely well positioned in this area.

Fluting is another area that has been
somewhat underrated in the packaging
industry. Once again, we have shown that,
through product development, we can make
a major difference to the performance and
environmental impact of packaging.

Taken as a whole, our products for con-
sumer packaging and for industrial use are
looking increasingly well positioned, as the
drivers of cost reduction and environmental
performance begin to bite. As a consequence,
we are shifting more and more of our indus-
trial product sales to Asia and focusing on
the development of sustainable solutions for
consumer packaging in Europe.

NEW STRATEGIC POSITION
Our goal is to be a global leader in developing
the packaging solutions and materials of the
future. In recent years, we have therefore
worked intensively to reposition ourselves
from a production-oriented company to a
customer- and solution-driven company in
order to achieve a higher and more sustain-
able profit margin. I believe that in all value
chains some positions are better than others.
This will mean a closer long-term partner-
ship with customers, more intensive product
and business development and greater
flexibility.

I have no doubt that Billerud’s position
is strengthened by its ability to offer products
that have environmental sustainability at

their core. We need to continue developing
our range of alternatives to traditional plastic
in packaging. I have seen clear signs that our
customers and the wider world appreciate
the direction that Billerud is taking.

Over the year, we received awards for
our new product Billerud FibreForm® in
China (Technology Innovation Award) and
at Salon Emballage in Paris (Coup de Coeur).
Billerud FibreForm® has generated huge
interest both from existing and potential
customers, and is just one example of the
opportunities that lie ahead.

We are also working on new packaging
materials based on bioplastics, on packaging
design and on packaging logistics. Our
offering will continue to expand as customers
demand new components.

SUCCESSFUL NICHING STRATEGY

When sights are set on new territory, nobody
can know how things will turn out. Some-
times it is only with hindsight that we can
see how far we have come. Looking back on
2010, it is clear that we successfully broke
new ground. This is particularly gratifying
as our approach contradicts a widespread
belief in the industry that upscaling is the
key to success. I believe that success relies
on a strong focus on one area — in our case,
selected packaging segments — and on being
the first to develop materials and solutions.
Scale and capacity come in as stage two,
once the positioning and focus are estab-
lished, not as the first stage. In my opinion,
this is where many in the industry have gone
wrong.



Focusing on developing niche products also
means that we can view our production
facilities in a slightly different light. The
structure that we have in place, with numerous
small machines, gives us a platform for
developing exciting new products. We have
high productivity and a good cost situation
compared with our competitors, teamed with
great environmental performance. As European
energy systems are restructured and demand
for renewable and sustainable materials
increases, we see promising opportunities to
develop our mills. I am pleased to announce
that we have managed to cut emissions of
fossil carbon dioxide in the manufacturing
process by 21% compared with 2008, which
takes us beyond our 15% target for cutting
emissions by 2013. We will now have to
revise our target.

STRONG BALANCE SHEET

Our balance sheet is strong, with a net debt/
equity ratio of 0.03 at the end of the year.
‘We thus have capacity to grow organically
and through acquisitions, and work on both
options is intense. But once again, an ambi-
tion to become larger must not pressure us
into making investments and acquisitions
that do not fit in with our strategy. Our areas
of focus are Fresh Foods, Food & Consumer
Packaging, and Sack Solutions.

I know that some players questioned the
size of our rights issue in 2009, particularly
considering the strength of our balance sheet
now, but I still stand by that decision whole-
heartedly. In 2009 we had no idea which
way the world economy would go or how
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long the recovery would take. Financing
ourselves using more shareholders’ equity
made good sense under the circumstances.
We now have a very strong position and

I am convinced that we can generate a good
yield on the capital that we manage.

FOCUS ON SKILLS

In order to meet future challenges, we have
to be attractive to future employees. Saying
that our people are our most important
resource can sound like empty words, but it
is absolutely true. And as such, we have
spent the year bringing new talent on board
at Billerud. We have new mill managers at
all three Swedish mills, bringing consider-
able youth to some of our leading positions,
as well as useful experience and new ways
of thinking. We have also had our first
trainee programme for 10 young graduates,
which has proven very popular. It is both
interesting and flattering to note that we had
around 500 applicants for these 10 places,
which shows just how attractive we are to
students. In 2011 we will continue to
strengthen our organisation with key appoint-
ments in the mills and business areas.

Skills development, leadership and work
environment are areas that we are tackling
on a broad front as an investment in the
future.

BUSINESS DEVELOPMENT CREATES VALUE
FOR THE FUTURE

Here at Billerud we have a clear commitment
to sustainability. We already have a solid
foundation with regard to the environmental

14%
12%
17%

credentials of our products and we know that
we are contributing to sustainable develop-
ment. However, we are not going to leave it
at that. We will be focusing even more on
developing renewable materials as alterna-
tives to traditional plastics and we will con-
tinue to invest in making our production
more efficient in terms of energy and the
environment.

I am confident that product development
will successfully drive growth and profitability,
but once again in 2011 we will avoid giving
detailed profit forecasts, since history has
shown how problematic such predictions can
be with sharp shifts in costs and economic
conditions. It is, however, my view that we
will continue to create value in the future.

Solna, March 2011
N
Lol
ﬁra,u -~
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Per Lindberg
President and CEO
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BILLERUD

We set the highest global standards for renewable,
protective and attractive packaging solutions.

Billerud FibreForm® was launched in 2009 and has received several international innovation awards.
With its revolutionary elasticity, the paper can be shaped and replace fossil plastics as a packaging material.

Billerud offers demanding customers packaging material and solutions that
promote and protect their products — packaging that is attractive, strong and
made of renewable material.

4 VISION AND BUSINESS CONCEPT



Billerud aims to lead the development of future packaging
with a focus on function, design and sustainability.

2006 saw Billerud embark on its repositioning from a production-focused company to a customer—
and solution-driven company with customer-focused development at its heart. This work has resulted
in a continuously improving range of products and services that have enabled Billerud to break into
new geographical markets and markets that were previously dominated by other packaging materials.

NATURAL PARTNER

With Billerud repositioning itself in the
value chain, the company is increasingly
turning directly to end-customers, including
brand owners, rather than just packaging
manufacturers. Billerud has the packaging
expertise to make a natural partner for
customers and end-customers.

In order to offer innovative solutions,
Billerud has set up several laboratories and
development facilities to identify and solve
the packaging problems of the future.
Billerud continues to have high ambitions
for future development. Demand for renew-
able, functional and attractive packaging is
rising, creating large opportunities for
Billerud.

STRATEGY FOR GROWTH

Billerud’s strategy is based on two corner-
stones for generating growth —
World-class process efficiency and
Customer-focused development.

Billerud works constantly to increase
process efficiency in order to ensure lasting
competitiveness and to minimise any waste
of resources in production.

Billerud’s business development is based
on customer insights and sustainability. If
Billerud is to lead the development of future
packaging, the company needs to understand
and anticipate the needs of customers and
end-customers at various stages, as well as
the trends that dominate the market.
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THREE FOCUS AREAS
Billerud sees attractive growth potential in three main areas: Food & Consumer Packaging,
Sack Solutions and Fresh Foods.

Customers and consumers prefer packaging made from renewable materials over fossil plastics.
Billerud develops and offers renewable materials that are competitive alternatives to fossil
plastics in consumer packaging. Page 27

Billerud has a leading position in the market for sack paper and is thus well positioned to
develop and offer customer-specific sack concepts primarily for the growing global construction
industry. Pages 26-27

Every day tonnes of fresh produce are transported around the world, with a significant propor-
tion never reaching the end-consumer. Inferior packaging is one cause of this loss. Billerud is
helping to improve packaging for fruit and vegetables and so reduce expensive packaging-
related wastage. Page 31

Culture
Values
Employees

Customer-focused
development

World-class
process efficiency
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BILLERUD

DEVELOPMENT

INNOVATION

By building up in-depth knowledge about the whole
value chain, Billerud is able to offer innovative solu-
tions to customers’ packaging problems. Alongside
technical advances, innovation is just as much about
developing new business models and services. This
work is conducted in cross-functional teams together
with customers and suppliers, as well as stakeholders
not usually associated with the forest industry.

IMPLEMENTED 2010

o Billerud FibreForm® received China’s most prestig-
ious industry accolade, the Technology Innovation
Award, and the Coup de Coeur award at Europe’s
biggest packaging fair, Salon Emballage

o Billerud FibreForm® attracted several prestige
contracts, including with well-known international
retailers

* A new series of sack concepts was launched

o Billerud's development centre Box Lab scientifically
proved the difference in durability and long-term
performance between different grades of corrugated
board

© New testing method CCT10 introduced to measure
paper performance in corrugated board

* Launch of new packaging concepts made using
paper and bioplastic from Billerud, including the
new BioTex sack concept

FOCUS NEXT 5 YEARS

CUSTOMER FOCUS

By identifying and analysing customer and end-
customer need for profitable packaging solutions,
Billerud can provide better service to markets that
demand a range of different packaging solutions and
grades of paper.

Billerud continuously works on improving its
customer structure. The aim is to increase the propor-
tion of sales to consumer industries in order to reduce
cyclical effects and thus ensure more stable growth
and profitability in the long term.

IMPLEMENTED 2010

* Several industry seminars were organised, including
for:
—The sector for sugar, grain and flour packaging
—The Asian and European sack industry
—The corrugated board industry

* The packaging design company Nine TPP success-
fully increased end-customers’ interest in eco-
friendly packaging

* A new sales organisation, Sustainable Packaging
Solutions, was formed to increase the focus on
end-customers

* The proportion of end-customer contacts rose
markedly, ensuring a better platform for continued
product development

* Increased sales to the consumer sector tissue

FOCUS NEXT 5 YEARS

o Strengthen and develop implemented business
development initiatives, for example by:

— Producing innovative new packaging materials
and solutions in partnership with brand owners
and retailers

— Continuing to develop Billerud FibreForm® to
optimise its use in more segments

— Continuing to work on producing bioplastic barri-
ers that combine with paper to create a brand new
degradable packaging solution

» Seek out acquisitions that may increase the pace of
growth for business development initiatives
o Strive to take a position in the biorefinery

field — production of forest-based fuels and new raw

materials from the forest
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* Increase sales to consumer segments in Europe and
to industry in Asia and the Middle East

* Increase focus on end-customers

* Continue optimising the customer and market mix

SUSTAINABILITY

Billerud's processes are dominated by sustainable
production from tree to finished product and on to
customer delivery. By working with a natural and
renewable raw material, Billerud helps to create sus-
tainable development of the earth’s resources. Smart
energy solutions and sensible use of resources are key
factors for the company’s profitability as well as for
global climate change.

IMPLEMENTED 2010

* Launch of new, fully degradable packaging concepts
made using paper and bioplastic from Billerud

* Increased marketing of Billerud FibreForm®, which
can be shaped into three-dimensional packaging,
has opened up new scope to manufacture climate-
smart packaging solutions

e In order to increase the proportion of certified
wood raw material, Billerud developed a system for
certifying individual forest owners, a system that is
set to be approved in 2011

FOCUS NEXT 5 YEARS

* The materials and solutions offered to customers
must be eco-friendly and resource-efficient

* Lower emissions of fossil carbon dioxide in the
manufacturing processes and in transport

» Ongoing assessment of business partners from a
sustainability perspective

* Further improve the work environment, with safety
as a key aspect

* The organisation must have diversity at all levels

* Further improve employee skills and focus on
leadership development



Successful business development drives
growth and improves profitability

EFFICIENCY

PROCESS EFFICIENCY

Billerud works systematically to improve process
efficiency and cost-efficiency to ensure long-term
competitiveness and the ability to generate stable
cash flow. Focus on quality at every level and on the
development of suppliers of additives and logistics
will contribute to the efficiency.

IMPLEMENTED 2010

* New logistics system implemented

* Introduction of new production monitoring system
started

* New method of preparing and following up invest-
ments implemented to ensure efficient use of capital

* Group-wide code structure for financial
reporting drawn up

* Continued work on improvement programme

» New production organisation with increased focus
on process efficiency introduced

* New mill managers appointed at all three Swedish
mills

» Measures for more efficient utilisation of capacity at
the mills in Skarblacka and Gruvén were identified
and decided on

FOCUS NEXT 5 YEARS

e Continued energy efficiencies

* Increased production by identifying and eliminating
bottlenecks

* Modernising chemical recovery at the mill in
Skarblacka

e Continued improvements in delivery reliability

e Continued quality improvements to the customer
offering

* Improvement and provision of skills
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Billerud regularly meets its customers to discuss solutions and future development opportunities.
Customers include packaging manufacturers and brand owners.

STRATEGY
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BILLERUD
Billerud will create value for shareholders and other stakeholders through

sustainable profitability and growth. The business is driven by financial
targets and sustainability targets.

BILLERUD'S

8 BILLERUD'S TARGETS



TARGETS

3%

>10%

>
WACC

0.6
—0.9

50%

The company'’s target is to establish long-term organic growth in
the order of 3% per year from 2008 onwards.

Growth will be generated from increasing the proportion of
paper in relation to market pulp, improving the product mix and
customer structure and from new growth projects in the value
chain.

Over an economic cycle, the operating margin should be at least
10%.

Historically, the development of the pulp and paper industry has
followed a cycle with corresponding swings in the earning capabili-
ties of the actors in the industry. When setting a profit target for
Billerud, the Board of Directors considered the company'’s profit
history, average exchange rates and price trends for pulp and paper
in recent years.

Completed investments are to provide a return that is significantly
above the weighted average cost of capital (WACC).

Billerud is to ensure a return on investment that meets the
demands of shareholders while more than covering the company’s
costs for liabilities. In practice the company will apply different
return requirements depending on the risk level of the investment,
with a basic requirement that return on investment is significantly
above WACC.

Over an economic cycle, the net debt/equity ratio should be
between 0.6 and 0.9.

Billerud's business is influenced to a large extent by general
economic conditions, which means that the operating risk is
considerable. Strengthening the financial position in good years is
therefore essential in order to sustain the company in bad years.

Over an economic cycle, the dividend should average out at 50%
of net profit.

The dividend paid to shareholders will be dependent on, among
other factors, Billerud's profit level, financial position and
future development opportunities.
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Performance 2010

Organic growth was 14% in 2010, compared
with 0% the previous year. During a five-year
period, the annual growth rate has been
approximately 5%.

Performance 2010

The operating margin was 12% in 2010, com-
pared with 4% the previous year. The increase
was mainly attributable to improved prices
and a better product mix.

Performance 2010
Return on capital employed was 21% in 2010,
exceeding the company’s WACC of 11%.

Performance 2010
The net debt/equity ratio was 0.03 in 2010,
compared with 0.29 in the previous year.

Performance 2010

The Board's proposal at the 2011 AGM is for a
dividend per share of SEK 3.50, which equates
to a dividend payout ratio of 51%.

FINANCIAL TARGETS
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BILLERUD

SUSTAINABILITY TARGETS

EMISSIONS OF FOSSIL CARBON DIOXIDE IN THE
MANUFACTURING PROCESS

-15%

Emissions of fossil carbon dioxide from the manufacturing process
per tonne of product will be cut by 15% by 2013 (base year 2008).

Emissions of fossil carbon dioxide are considered to have a
major impact on climate change. Billerud's aim is to cease using
fossil oil in manufacturing processes in the long term.

TRANSPORT

90%

90% of outsourced domestic lorry transport is to be carried out by
drivers trained in eco-driving by 2013.

Billerud is to develop the most efficient transport solutions
possible for raw materials and other materials into factories and
products out of factories, with a view to cutting emissions of fossil
carbon dioxide from transport.

BUSINESS PARTNERS

>5

At least five business partners must be audited annually from a
sustainability perspective.

In addition to being evaluated on the basis of commercial
targets, business partners must also be evaluated from an environ-
mental and social perspective. The aim of the audit is to increase
business partners” insight into the importance of continuing to
make progress in these areas.

WORK ENVIRONMENT AND SAFETY

Y

The number of work-related accidents is to fall constantly through
a focus on safety and through incident reporting on an ongoing
basis.

A safe and smoothly functioning workplace is always para-
mount. Billerud works continuously to develop a culture that will
prevent all work-related accidents in the long-term.
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Performance 2010

Emissions of fossil carbon dioxide per tonne of
product were 21% lower in 2010 than in the
base year of 2008. Since the 2013 target for
reducing carbon dioxide has now been met, it
will have to be set at a new, even higher, level.

Performance 2010

During 2010, 70% of Billerud's deliveries
of pulp and paper within Sweden and 59%
of domestic deliveries of wood to Billerud's
mills were transported by drivers trained in
eco-driving.

Performance 2010

Five business partners were audited in 2010.
The assessment showed that transport
partners have developed better systems

for reporting actual carbon emissions for
transporting loads, as well as providing online
information for drivers regarding energy
consumption. Audited chemical suppliers have
set goals for reducing energy consumption.

Performance 2010

There were 43 work-related accidents leading
to sick leave, an increase of 17 on the previous
year. A hard-hitting push to break the trend
will be carried out in 2011.
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DIVERSITY AND EQUALITY

50%

SKILLS

100%

60%

50% of the managers recruited during 2013 must be women
(managers refers to everyone in a position of leadership).

It is important for Billerud to create an organisation that makes
the most of the full potential of its employees, irrespective of their
sex, age or ethnic background. This diversity must be found at all
levels in the organisation.

All employees must be able to develop their skills and receive
personal feedback on their development and performance.

Since skills are such a key factor for motivated employees,
improving skills is a constant area of focus.

60% of the employees recruited in 2013 must have completed
post-upper secondary education.

LEADERSHIP

100%

All managers must receive personal feedback on their leadership
and access to tools to help them develop.

The world around us is constantly changing and this demands
modern, situational leadership. This means that leadership
development is a prioritised and strategic issue that will contribute
towards the company’s success and profitability.

When recruiting managers, three candidates must always be inter-
nal to increase development opportunities and internal mobility.
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Performance 2010

In 2010, 29% of managers recruited were
female, compared with 50% in the previous
year.

Performance 2010

In 2010, 59% of employees received personal
feedback in a performance review, compared
with 55% in the previous year.

Performance 2010

The proportion of new recruits with post-
upper secondary education rose to 65% in
2010, compared with 55% in the
previous year.

Performance 2010

One way of providing managers with feed-
back is the staff survey carried out every two
years. In 2010, 66% of managers received
feedback on their leadership through this
survey, compared with 62% in 2008.

Performance 2010

When recruiting managers in 2010, an aver-
age of 2.2 candidates were internal applicants
compared with 1.8 in the previous year.
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BILLERUD

Billerud offers the global packaging market innovative and sustainable
products and services. The Group has a leading position in primary
fibre-based packaging paper and a growing share of the bioplastic market.
Packaging is a growth market and its importance to brand owners and
consumers is on the rise.

MARKET AND
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Around 10% of the fruit and vegetables transported in Europe
never reach the end-consumer and one reason for this wastage is
inferior packaging. Effective management of resources is becoming
increasingly important and packaging plays a significant role in
ensuring that the contents are protected. High-quality packaging
has both financial and sustainability benefits.

The global packaging market saw an upturn
in 2010 after falling back in 2009. Billerud
estimates that the market grew by 3% to
around USD 580 billion.

According to Pira International Ltd, the
market is expect to rise to USD 740 billion
by 2014, representing forecast growth of
about 6% year on year. Since 2004, the market
has shown annual growth in real terms of
around 4%.

STEADY GROWTH FOR PACKAGING

The packaging market is expanding faster in
growth regions such as Asia and the Middle
East than in Europe and North America.
Figures from the World Packaging Organisa-
tion show that packaging consumption in the
growth regions has risen by about 7% per
year since 2003. China is the third largest
packaging market after the USA and Japan,
accounting for almost a 10th of the global
market. Growth in Europe and North
America is more modest, at an average of
around 3% per year, with major variations
between countries and regions. Since 2003,
the annual growth for packaging consump-
tion in Eastern Europe has been more than
double that of Western Europe.

GLOBAL MIDDLE CLASS

Million people
6 000

4500

3000 77
1500
/

2009 2020 2030

World in total
e Asia-Pacific region

Middle class is defined as people in households with
daily expenditures between USD 10 to USD 100 per
person in purchasing power parity terms.

Source: OECD 2010.
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Three drivers

There are three main drivers affecting the
development of the packaging market: glo-
balisation, increased prosperity and chang-
ing patterns of consumption.

With production and consumption taking
place in very different locations, globalisa-
tion has brought about a rise in transport
needs. Optimum transportation of goods
depends on good packaging that is fit for
purpose.

Global prosperity is increasing and
growth economies are approaching the levels
of consumption and demand in the Western
world. According to the OECD, the global
middle class in the Asia-Pacific region is
expected to increase from 0.5 billion people
in 2009 to 3.2 billion in 2030. Increased
production and consumption also brings an
increased need for packaging.

Finally, patterns of consumption and
purchasing are changing in the Western
world. Take-out food and drink as well as
online shopping are further increasing
demand for packaging.

STRONG TREND FOR PAPER

Demand for packaging paper is driven
primarily by four trends: increased demand
for sustainability and product optimisation,
plus an increased focus on product differen-
tiation and product safety. Demand for bio-
plastics is driven mainly by an increased
awareness of the negative environmental
impact of fossil plastics and a desire to
convert to degradable materials.

Renewable material attractive

Today’s customers and consumers are
increasingly keen on a sustainable society and
prefer packaging made from sustainable mate-
rials. According to an IPSOS survey from
2007, 87% of consumers in Europe preferred
paper to plastic in their packaging. And yet
paper accounts for only 12% of the flexible
packaging market in Europe, making the differ-
ence between supply and demand for paper and
plastic the reverse of what it should be.

PACKAGING PAPER IN EUROPE

% 40 million tonnes

Containerboard 60%
Carton board 20%
Kraft paper 10%
Other 10%

Source: European Pulp and Paper Industry, CEPI Eurokraft 2008,
Billerud.

CONTAINERBOARD IN EUROPE
23 MILLION TONNES

Recycled fibre-based
containerboard

Recycled fibre-based liner, 38%
Recycled fibre-based fluting, 37%
Primary fibre-based
containerboard

I Kraftliner, 13%
White Top Liner*, 7%
NSSC Fluting, 5%
* Including White Liner

Source: European Pulp and Paper Industry, CEPI Eurokraft 2008, Billerud.

KRAFT PAPER IN EUROPE
3.5 MILLION TONNES

I Brown sack paper, 37%

[ Brown MG/MF paper, 20%
Uncoated MG paper, 15%
Coated MG/MF paper, 13%
White sack paper, 8%
Uncoated MF paper, 7%

-b

Source: European Pulp and Paper Industry, CEPI Eurokraft 2008, Billerud.

MARKET AND TRENDS 13



BILLERUD

Billerud is well placed to benefit from increasing demand for sustainable packaging. According to an IPSOS
survey from 2007, 87% of consumers in Europe preferred paper to plastic in their packaging.
And yet, paper accounts for only 12% of the flexible packaging market in Europe.

Political moves are promoting renewable
alternatives. Many countries are taking
strong action to reduce the amount of plastic,
above all the use of fossil plastic carrier
bags, which is increasing demand for paper
and bioplastics.

Particularly in Asia, there is very large
potential for the sale of packaging paper and
bioplastics, since fossil plastics currently
have a dominant position as a packaging
material.

Right quality crucial

More and more packaging manufacturers,
brand owners and food retailers are appreci-
ating the value of high-quality packaging to
protect their products. Around 10% of the
fruit and vegetables transported in Europe
never reaches the end-consumer and one
reason for this wastage is inferior packaging.
Both the financial and environmental cost
will be high if packaging cannot carry out its
most fundamental task of protecting goods.
Using primary fibre in paper makes packaging
strong enough to survive the stresses to
which it is exposed. A primary fibre-based
box can also be made lighter, with the same
or better function and strength, compared
with packaging made from recovered fibre-
based paper. Good packaging quality also
brings with it increased profitability for the
various players in the chain — the packaging
manufacturers, logistics companies, brand
owners, retailers and consumers.

Packaging communicates

The battle for consumer attention in store is

becoming ever tougher, with more and more
brand owners seeing packaging as an effec-

tive marketing channel. Packaging innova-
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tion is thus becoming increasingly important
to brand owners as a way of differentiating
their products from the competition. The
performance of the packaging material is
critical for sales, since consumers reject bro-
ken or damaged packaging on the shelves.

Product safety critical

Packaging that comes into close contact with
food and medicine has long required certifica-
tion in order to be sold within the EU. It is
generally the case that the paper has to be
made from primary fibre. Europe is driving
the Asian trend towards similar safety require-
ments, particularly with regard to medical
items manufactured in Asia for export to the EU.

THE TRENDS FAVOUR BILLERUD

As a supplier of primary fibre-based packag-
ing paper, Billerud is well placed to benefit
from the underlying drivers in the packaging
market and the trend for renewable packag-
ing materials. There is also much greater
quality awareness in the packaging market.
An increasing number of companies are
demanding strong, primary fibre-based ma-
terials that form sustainable packaging,
reduce losses along the logistics chain and
contribute to increased profitability.

A strong position in a growing market
Western Europe is Billerud’s biggest market,
and Asia the second largest. A large part of
Billerud’s brown sack paper heads to growth
markets in Asia and North Africa, and the
company is also serving a growing market
for containerboard in South America.
Billerud is a quality leader for several
products, including sack paper, where the
company is a market leader in high-porosity

brown sack paper to Asia, and primary fibre-
based fluting, where Billerud is the biggest
player in Europe. The market for kraft paper,
which is used for consumer products among
other things, is relatively consolidated when
it comes to carrier bags, sugar and flour
packaging, but is more fragmented for MG
paper, where Billerud for uncoated white
MG has a market-leading position.



Billerud operates in the global

packaging market. The

company has 11 sales

offices in ten countries,

providing 1 000 customers in 100
countries with products and services.

Billerud has sales offices in the following cities

— Stockholm

—Hamburg

— Nottingham

— Paris

—Amsterdam

—Barcelona

° —Milan
—Dubai

- Shanghai

— Jakarta

SOUTH AMERICA

Share of Group net sales

Countries such as Brazil are important exporters
of fruit, which generates demand for activities
that improve the quality of packaging for fruit.
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EUROPE

Share of Group net sales

The European market is growing through the

changing patterns of consumption and purchas-
ing. The increasing environmental awareness of

consumers is promoting renewable materials
such as paper over materials based on fossil

fuels. The Mediterranean region is an important

exporter of fruit and vegetables, which gener-
ates demand for activities that improve the
quality of packaging for fruit and vegetables.

AFRICA

Share of Group net sales

In North Africa, cement is usually packed in
50 kg sacks, even for major construction
projects, making the region an important
market for brown sack paper. North Africa

is also an exporter of fruit and vegetables,
which generates demand for activities that
improve the quality of packaging for fruit and
vegetables.

ASIA

Share of Group net sales

With greater prosperity, certain Asian countries
are approaching Western levels of consump-
tion and demand, which in turn is increasing
the need for packaging. Fossil plastics are the
dominant material in consumer packaging in
Asia and in sacks in China and India, so there is
considerable potential to replace fossil plastics
with renewable materials such as paper.

MARKET AND TRENDS
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OVERVIEW - BILLERUD’S

PRODUCTS
AND BRANDS CUSTOMERS DRIVING FORCES
PACKAGING KRAFT PAPER Producers of packaging for Increased demand for kraft paper
(20% of volumes) the food industry — 58% of volume e Environmental awareness and political decisions
& SPECIALITY * Flour, sugar, grain, muesli bags against plastic are increasing interest in paper solutions and
PAPER FibreForm® o Spice bags, powdered foods renewable materials
Medikraft® o Paper carrier bags e Increased demand for product optimisation
Sterikraft® e Prosperity is increasing and driving demand for
Producers of industrial hygiene products, medical products and disposable consumer
applications — 42% of volume packaging
o Interleaving paper for steel o The economic growth in Asia is driven by manufacturing,
¢ Medical packaging with China now the world's biggest steel producer
o Silicon base paper e Increased demand for attractive packaging
SACK PAPER Sack manufacturers that supply produc- Good sack quality provides greater profitability
(20% of volumes) ers of powdered goods such as e Increased construction in growth regions boosts demand
o Building materials  Requirements for cost reduction, improved functionality and
QuickFill® o Minerals and chemicals more rapid air release boost demand for high-porosity sack paper
 Food o Increased in-store sales place greater demands on the
appearance and printability of sacks
The cement industry with its own sack
production and integrated filling
processes
PACKAGING FLUTING Producers of Strong structure cuts wastage
(25% of volumes) e Packaging for fruit and vegetables e Increased demand for stronger packaging that protects the goods
BOARDS e Packaging for components for the car o Increased awareness of the importance of packaging for the
industry, white goods and electronics environment
Billerud Flute® o Directly-packaged fast food o Globalisation has brought about increased transport of goods
o Shelf-ready packaging solutions
LINER Producers of packaging such as Increased focus on sales value of packaging
(9% of volumes) o Corrugated board o Consumers' volatile purchasing choices require packaging
o Luxury and gift items with excellent printability that stands out on the store shelf
o Fast food o Increased demand for sustainable packaging solutions
o Shelf-ready packaging o Primary fibre-based liner cuts material consumption
e Greater focus on product safety and hygiene
LIQUID BOARD Producers of portion-packed drinks Increased demand for portion-packed drinks
(2% of volumes) * Milk o Rising global prosperity and new consumption patterns
° Juice are increasing demand for portion-packed drinks
CUP STOCK Producers of disposable cups Increased demand for disposable cups
(1% of volumes) mainly for drinks o Changed consumption patterns with higher sales of take-away
drinks
Billerud Pure Board®
MARKET NORDIC Producers of Primary fibre ensures high quality
LONG-FIBRE  Hygiene products (tissue) o Long-fibre sulphate pulp results in good strength and good
PULP BLEACHED o Writing and printing paper runability at the paper mills
SULPHATE PULP o Packaging paper o Billerud's pulp is an eco-friendly alternative for environmentally
(23% of volumes) o Speciality products such as air filters certified products
for cars
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MARKET AND CAPACITY

OUR POSITION

MAIN COMPETITORS

2010: Stable position and good price structure

* The market for products relating to retail are relatively consolidated (MF paper). The market
for packaged food and industrial applications is more fragmented

® Good progress over the year and strong demand in all markets

e Improved prices in all business segments

Long term: Favourable conditions for kraft paper

e Greater global prosperity raises consumption and demand for packaging

e Increasing demand for renewable materials

e Continued drive to reduce amounts and weights of packaging

 More and more countries are introducing restrictions on plastic carrier bags

Leading producer of strong, high-
quality kraft paper.

Market share:

25% for uncoated white MG
paper " and 24% for uncoated
white MF paper in Europe. ?

Packaged food:

Highly fragmented market.
Main competitors are Mondi
and UPM

Carrier bags:
UPM, Korsnas

Industrial applications:
Ahlstrom, Arjowiggins, Mondi,
Nordic Paper, Paper Ararar, UPM

2010: Strong demand in growing market
* The growth regions continued to see a strong growth in the construction market,
which increased demand primarily for brown sack paper
o The European market is choosing white sack paper to improve attractiveness in in-store sales

Long term: Continued growth in demand globally

e The construction industry is expected to continue growing globally, not least in Asia, North
Africa, Latin America and the Middle East

e Continued consolidation of both the sack and sack paper industry is expected in Europe

Market leader in high-porosity
brown sack paper and the larg-
est producer of white sack paper
globally.

Market share:

25% of white sack paper and
4% of brown sack paper in the
global market. Close to 20%
global market share of the
high-end segment of functional
and cost-efficient brown sack
paper.?

Brown sack paper:
Mondi, Segezha, Smurfit Kappa

White sack paper:
UPM, Korsnas, Canfor

2010: Strong demand and stable market Quality leader and market- Stora Enso
e Improved prices and rising demand leading producer in top segment  Powerflute Oy
o Sales of fruit and vegetables are less sensitive to economic fluctuations with strong position in fruit and Mondi Swieci
e More customers are seeing the added value of high-quality packaging vegetables.
e Reduced production capacity since one producer shut down their production in 2010
Market share:
Long term: Major potential for growth 42% of primary fibre-based
¢ The demand for strong packaging is being pushed up by rising populations, stricter environmen- fluting in Europe. ¥
tal requirements and a greater focus on profitability and reducing wasteful use of resources
e Increased globalisation has led to increased transport of goods
o New markets in South America offer great growth potential
2010: Demand still good Leading supplier of low gram- M-real
e Greater focus on smart and attractive boxes strengthens the product mage pure white liner. A small Korsnas
e Stable customer relations and more stable demand number of specialist players in Mondi
the market. UPM
Long term: Outlook still good
e Increased focus on material savings, packaging appearance and good quality ensures Market share:
continued stable development Around 70% in Europe. ¥
e Product safety is expected to be a future issue, which bodes well for demand for primary
fibre-based liner
Short and long term: Increased global prosperity boosts demand Leading supplier of raw materials ~ Korsnas
e Increased prosperity in Asia and elsewhere is leading to greater consumption of individual packs for individual drink packaging in
lower grammage segment.
Short and long term: Changing patterns of consumption are driving demand New product launched in 2009. Stora Enso
e Broad demand and few suppliers
e Promising future segment, the market is forecast to increase steadily
Short and long term: Positive position in the global market Strategic supplier to large parts Sédra
e The market for Nordic long-fibre market pulp remains fragmented of the European paper industry. Stora Enso
e Increased global demand Many years of business relations ~ Botnia
e Limited addition of new capacity for long-fibre market pulp with and geographic proximity to  Mercer Group

e Changed communication patterns are having a negative impact on printing and
writing paper but increased demand for hygiene products in Asia is compensating for this

" The principle for calculating market share for uncoated white MG paper has changed since the 2009
annual report. Formerly, the figure was based on CEPI Eurokraft's statistics, which only include around
half of the market. Billerud's market share in 2010 was 50% according to CEPI Eurokraft.

BILLERUD ANNUAL REPORT 2010

customers who have high quality
demands.

2 Source: CEPI Eurokraft 2010, Billerud

3 Source: CEPI Containerboard Organisation 2010

4 Source: Billerud 2010
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Innovation is a core focus at Billerud, which constantly works to
develop products and services that add value for customers.
Successful business development drives growth and improves
profitability, which in turn creates value for shareholders.

FOCUS ON

The aim of Billerud’s business development
work is to drive growth and improve profit-
ability. Tomorrow’s packaging solutions are
created by constantly developing products
and services with greater added value for
customers as well as lower production costs.
Alongside technical advances, innovation is
just as much about developing new business
models and services.

Billerud’s business model is based on a
holistic view of the entire value chain for
packaging. In order to stay at the cutting
edge of business development, it is crucial
for Billerud to identify the changing needs
and demands of customers and end-customers
—both in financial and sustainability terms.
Innovation is the key if Billerud is to continue
differentiating itself from its competitors.

KNOWING THE WHOLE VALUE CHAIN

The strength of Billerud’s business develop-
ment lies in combining resources from many
different parts of the organisation. Specialists
from different departments form segment
teams with combined knowledge of the
whole chain from paper production to end-
customer. The method of forming networks
also helps to make the whole of Billerud
customer-focused.

Product development also takes place in
close collaboration with customers and sup-
pliers, as well as stakeholders not usually
associated with the forest industry, such as
design agencies, brand owners and super-
market chains. Billerud also works with
research institutes and universities.

STRONG MARKET POSITION CREATES
OPPORTUNITIES

Several of the markets and value chains
where Billerud is active are fragmented,
which offers opportunities for new approaches
and total solutions. By using its strong posi-
tion in some segments, Billerud can develop
business opportunities and offer new, more
comprehensive packaging solutions.
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SUCCESSFUL BUSINESS DEVELOPMENT -
BILLERUD FIBREFORM®

Billerud FibreForm® has a unique elasticity
that enables it to replace other packaging
materials, not least fossil plastics, in various
areas. Customers and end-customers have
shown great interest in Billerud FibreForm®,
which was launched in 2009 and whose
applications have included food packaging.
Read more on page 27 about why Marks &
Spencer chose Billerud FibreForm®. Billerud
FibreForm® has received several interna-
tional awards as an innovative packaging
material, including China’s most prestigious

ADDED
VALUE

FOR THE
CUSTOMER

industry accolade, the Technology
Innovation Award, and the Coup de Coeur
award at Europe’s biggest packaging fair,
Salon Emballage.

LABORATORIES ADD VALUE

Billerud has several laboratories and devel-
opment facilities that test performance of
customer packaging, helping customers and
end-customers to minimise packaging-re-
lated losses and increase the value of sales.
The laboratories also develop the packaging
solutions of tomorrow, with a focus on func-
tion, design and sustainability.

Billerud works constantly to develop its offering in order to create added value for the
customer. It is therefore crucial for Billerud to identify the changing needs and demands
of customers and end-customers — both in financial and sustainability terms — in order to
successfully develop the packaging solutions of tomorrow.



PACK LAB

supplies converters and brand owners
with packaging knowledge and shows
how the right design, construction and
material choice improves the perform-
ance of different packaging solutions
and carrier bags.

BOX LAB

assesses the function and performance of
corrugated board boxes, primarily for pack-
aging fresh produce, on behalf of corru-
gated board producers and brand owners.
Based on the results of these tests, the right
material choice is made and the structural
design improved to create a packaging
solution that minimises wastage, cuts
environmental impact and saves money.
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SACK LAB

helps customers and end-customers

to optimise their processes through
better paper choice and sack design.
The laboratory tests and analyses sacks
and provides suggestions for new and
improved sack solutions.

NINE TPP

specialises in designing and developing
packaging. With Nine TPP, Billerud has
managed to bring expertise in material
choice, packaging, design, brand expo-
sure and logistics under one roof. Nine
TPP is a joint venture owned by Billerud
together with design agency No Picnic.

BARRIER LAB

tests and analyses barrier properties in
order to improve packaging barriers.

FRESH SERVICES

works to minimise packaging-related
wastage along the delivery chain for
fruit and vegetables by optimising the
packaging. Fresh Services carries out
quality measurements, using sensors and
other means, to understand where in the
delivery chain the contents inside the
packaging are being damaged.

SEAL LAB

provides services which give manufac-
turers of medical items a better seal in
packaging where paper is combined
with plastic film.

BILLERUD TENOVA

develops biodegradable plastics based on
renewable raw materials, thus strength-
ening Billerud’s offering in renewable
packaging materials. The combination of
paper and bioplastic paves the way for
new environmentally neutral packaging
solutions.
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PURCHASING OF
WOOD

Wood raw material purchases for
Billerud's mills are bound by the
company's rules on environmental
responsibility.

Customers: When purchasing stand-
ing forest, Billerud sells the sawtimber

to sawmills.

FULL CONTROL OVER PRODUCTION

ENSURES

PULP

Development, manufacture and sale of primary
fibre-based, long-fibre pulp, Northern Bleached
Softwood Kraft (NBSK).

Customers: Producers of tissue, board, pack-
aging paper, writing and printing paper, and
speciality products.

Billerud’s packaging paper and pulp are made from the strongest fibre around — 100% primary fibre from
slow-growing Nordic forests. All the products provide premium quality, which is maintained in part due to
Billerud’s complete control over the whole production process.

Billerud’s pulp is used primarily in the com-
pany’s own paper manufacturing. The surplus
pulp that Billerud does not use is sold mainly
to manufacturers of tissue, printing paper
and writing paper. Billerud has a broad product
range comprising advanced technical kraft
paper, sack paper, liquid board and contain-
erboard. On top of this are all the value-add-
ing services and solutions that meet customer
demand for optimised packaging.

QUALITY-ASSURED PURCHASES

To ensure the purity of the paper, Billerud
carefully checks both chemicals and raw
materials, with wood raw materials being the
largest input. Billerud does not own any for-
est of its own; instead it buys all its wood
raw materials on the timber market. Billerud
Skog is responsible for the procurement of
the fibre and biofuel for Billerud’s mills and
for ensuring that the company’s guidelines
on environmental responsibility are adhered
to. Approximately 42% of the total volume
purchased comes from FSC and/or PEFC-
certified suppliers. The remainder meets the
criteria for FSC Controlled Wood.

Billerud’s purchasing of chemicals is
coordinated as far as possible among the
Swedish mills. The company’s chemical
suppliers and the chemicals themselves meet
all applicable legal and environmental
requirements. All the chemicals are checked
before use and on an ongoing basis in terms
of environmental risks, health and safety and
product safety, with a view to constantly
reducing environmental impact and cost.

Five suppliers, which account for 7% of
Billerud’s purchasing volume, have during
2010 been audited from a sustainability
perspective.
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INTEGRATED AND EFFICIENT PRODUCTION
Production takes place at the Group’s four
mills: Gruvon, Skirblacka and Karlsborg in
Sweden and Beetham in the UK. All the
mills maintain an extremely high standard of
technology, productivity and environmental
awareness. They have ISO 9001 quality
certification and ISO 14001 environmental
certification.

The three Swedish mills are integrated,
which means that they combine both pulp
and paper production. Integrated mills have
several advantages:

High product quality: Full control over
the production process is important in
ensuring high product quality.

High level of self-sufficiency in electricity:
Surplus energy from the pulp production
is used in the paper manufacturing process.
Reduced energy consumption: The pulp
can immediately be used in the produc-
tion of paper, which saves energy.

Billerud works constantly to improve process
efficiency in order to secure long-term
competitiveness. Several efficiency program-
mes have been implemented since 2005,
resulting in cost savings of SEK 750 million.
These savings break down into a reduction
in employee numbers (SEK 350 million),
reduced consumption of inputs such as
chemicals, energy and wood (SEK 150 mil-
lion) and a rise in electricity self-sufficiency
from 30% to 60% (SEK 250 million).

Sustainable quality development,
teamed with efficient production and logis-
tics, enables Billerud to offer customers the
best products and solutions.

CUSTOMER-FOCUSED ORGANISATION
In order to concentrate leading expertise and
create proximity to customers and the market,
the company’s operations are organised into
three business areas: Packaging & Speciality
Paper and Packaging Boards are responsible
for sales of the Group’s packaging paper,
while Market Pulp is responsible for sales of
Billerud’s pulp. The business areas are
responsible for developing a sales culture
within Billerud and thus creating a sharp
focus on customers and profitability.
Billerud’s business areas are divided
into customer segments with direct responsi-
bility for developing products and services,
technical services, sales planning and pricing.
The segment teams are responsible for
developing know-how about the require-
ments of customers and end-users through-
out the value chain in order to supply them,
over time, with the most comprehensive and
sustainable packaging solutions.




PACKAGING PAPER PACKAGING DEVELOPMENT
Development, manufacture and sale of primary fibre- Development and sale of packaging-optimising services and
based packaging paper; such as technical kraft paper, solutions, with a focus on material choice, function, design and
liquid board, sack paper and containerboard. sustainability.

Customers: Producers of packaging, sacks, paper carrier
bags, corrugated board boxes, portion-packed drinks.
End-customers and brand owners. Wholesalers and
distributors of fruit and vegetables.

Customers: Producers of packaging, sacks, paper
carrier bags, corrugated board boxes, portion-packed
drinks. End-customers and brand owners.

Production capacity: 685 000 tonnes/year
Number of employees: 879

Products: Kraft paper, sack paper, container-
board (fluting, liner), liquid board, Cup Stock,
market pulp

Production capacity: 400 000 tonnes/year
Number of employees: 640

Products: Kraft paper, sack paper (brown),
containerboard (fluting), market pulp

Production capacity: 300 000 tonnes/year
Number of employees: 427

Products: Kraft paper, sack paper (white),
market pulp

Production capacity: 45 000 tonnes/year
Number of employees: 141
Products: Kraft paper
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BILLERUD
Billerud has three business areas: Packaging & Speciality Paper and Packaging

Boards are responsible for sales of the Group’s packaging paper, while Market
Pulp is responsible for sales of Billerud’s pulp.

BUSINESS AREAS

PACKAGING AND SPECIALITY PAPER

Sales of sack and kraft paper chiefly for food packaging, paper
carrier bags, sack solutions and industrial applications. The largest
markets are Europe and Asia. Increased demand for product
optimisation and product safety, increased demand for renewable
materials and the increased importance of packaging in product
differentiation drive demand for the business area’s products.
Deliveries during the year amounted to 524 ktonnes (508).

PACKAGING BOARDS

Sales of containerboard (fluting and liner), liquid board and Cup
Stock primarily as packaging for fruit and vegetables and con-
sumer goods. Europe is the largest market. Demand for the busi-
ness area’s products is driven by increased demand for strong and
light packaging, the increased importance of packaging in prod-
uct differentiation, the increased focus on product safety and new
patterns of consumption. Deliveries during the year amounted to
482 ktonnes (488).

MARKET PULP

Sales of Billerud’s long-fibre market pulp, for example to tissue
manufacturers. The largest markets are Europe and Asia.

Key competitive advantages are high product quality, Billerud’s
environmental profile and good technical support. Deliveries
during the year amounted to 301 ktonnes (316).
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NET SALES PER BUSINESS AREA

"

Packaging &
Speciality Paper, 47%

Packaging Boards, 28%
0 Market Pulp, 20%
Il Other, 5%

DELIVERIES PER BUSINESS AREA

e

Packaging &
Speciality paper, 40%

Packaging Boards, 37%
I Market Pulp, 23%

CUSTOMERS PER BUSINESS AREA

No. %
1000 50
800 40
600 — — 30
400 — — 20
200 — - —— —— — 10
0 0

Packaging & Packaging Market

Speciality Paper Boards Pulp

Number of customers
Top 5 customers as percentage of sales

The total number of customers amounts to approximately 1 000,
of which the five largest account for 21% of the Group's sales.

NET SALES PER GEOGRAPHIC AREA

“ Europe, 77%
Asia, 12%
Africa, 7%
M south America, 2%
M other 2%

Billerud delivered to a total of approximately
100 countries in 2010.

NET SALES AND OPERATING MARGIN

NET SALES PER CUSTOMER CATEGORY

NET SALES PER GEOGRAPHIC AREA

SEKm %
5000 15 ‘ [ Building materials, 32% \“ B Europe, 68%
‘ Food, 29% ‘ B Asia, 17%
4000 12 ,
0 Other, 23% 0 Africa, 10%
3000 ? B Retail, 9% I Other, 2%
2000 6 Medical, 5% I South America, 2%
1000 3 I Chemicals, 2% Il North America, 1%
0 2006 2007 2008 2009 2010 0 The total number of customers amounts to approximately 700,
of which the five largest account for 19% of sales.
B Netsales == Margin
NET SALES AND OPERATING MARGIN NET SALES PER CUSTOMER CATEGORY NET SALES PER GEOGRAPHIC AREA
SEKm % )
3000 15 I Food, drinks and farm “‘ I Europe, 83%
products, 64% Asia, 8%
240 2 Hean duty and B Afice, 6%
icals, 279
1800 9 ;:m\c:n/s ’ B South America, 2%
1200 ther, 9% B Other 1%
600 3
0 0
2006 2007 2008 2009 2010 The total number of customers amounts to approximately 200,
. of which the five largest account for 46% of sales.
B Netsales == Margin
NET SALES AND OPERATING MARGIN NET SALES PER CUSTOMER CATEGORY NET SALES PER GEOGRAPHIC AREA
MSEK %
1800 ‘ Writing and printing paper, 35% Europe, 84%
1500 ‘ Tissue, 34% Asia, 11%
1200 — Packaging paper, 11% Africa, 4%
900 — I Filters, 10% I south America, 1%
600 — Thermo paper, 8%
300 — Il Other, 2%

2006 2007 2008 2009 2010

Net sales = Margin
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The total number of customers amounts to approximately 100,
of which the five largest account for 30% of sales.

BUSINESS AREAS
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Packaging & Speciality Paper delivers first-class kraft and sack paper to
a growing and demanding market. 2010 was a successful year for the
business area, with a greater shift in position towards brand owners

and the launch of new sustainable packaging solutions.

BUSINESS AREA PACKAGING & SPECIALITY PAPER

Strong customer relations and products right on trend

OFFERING
Packaging & Speciality Paper is responsible for sales of two of Billerud’s product categories:
primary fibre-based kraft paper and sack paper. In addition, customers are offered packaging-
optimising services and solutions, with a focus on material choice, function, design and
sustainability.

MARKET SHARE - GLOBALLY

WHITE SACK PAPER
— MARKET LEADER

25%

Size: 430 000 tonnes
Source: CEPI Eurokraft 2010, Billerud

White sack paper is strong and
is ideal when good printability
is required, for example for
powdered building materials
for the DIY market.

BROWN SACK PAPER
— MARKET LEADER IN
HIGH-POROSITY PAPER

1 0/ 1)
Size: 3 900 000 tonnes
Source: CEPI Eurokraft 2010, Billerud

Brown sack paper is used
primarily for powdered products
such as cement, where the paper
needs to be strong and highly
porous.

MARKET SHARE - EUROPE

UNCOATED WHITE MG
— MARKET LEADER

25%

Size: 450 000 tonnes
Source: CEPI Eurokraft 2010, Billerud

MG paper is a kraft paper with
one matt and one glossy side,
which is excellent for medical
purposes, foods such as bread
and Release Liners - silicon base
paper for stickers and labels.

! Close to 20% global market share of the high-end segment of functional and cost-efficient brown sack paper.
2 The principle for calculating market share for uncoated white MG paper has changed since the 2009 annual report. Formerly, the figure was based on CEPI Eurokraft's statistics,
which only include around half of the market. Billerud's market share in 2010 was 50% according to CEPI Eurokraft.
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UNCOATED WHITE MF
— SECOND LARGEST MARKET SHARE

24%

Size: 230 000 tonnes
Source: CEPI Eurokraft 2010, Billerud

MF paper is a kraft paper that is
matt on both sides. It is used in
contexts where the strength of the
paper is paramount, for example in
carrier bags and in packaging for
flour and sugar.




SHARE OF GROUP
NET SALES

47%

NET SALES, SEKM

4 166

SHARE OF GROUP
OPERATING PROFIT

’ 40%

OPERATING PROFIT, SEKM
(OPERATING MARGIN)

417 (10%)

Packaging & Speciality Paper had a very good year.
Operating profit for the year was SEK 417 million,
an increase of 8% compared with the previous year.
A less favourable currency situation and increased
costs were compensated by improved prices in local
currency and higher delivery volumes. The operating
margin was 10% (10).

OFFERING

Packaging & Speciality Paper is responsible
for sales of two of Billerud’s product catego-
ries: primary fibre-based kraft paper and
sack paper.

The kraft paper is used primarily for
food and consumer packaging, carrier bags,
sterile medical packaging, silicon base paper
for stickers, interleaving paper for steel and
metal plus several other niche areas. Primary
fibre-based kraft paper provides efficient
packaging manufacture, good printability
and strong, hygienic packaging.

High-porosity sack paper is used mainly
for powdered products for the construction
industry such as cement and plaster, but also
for industrial minerals, chemicals and bakery
products such as flour and sugar. Strong,
high-porosity sack paper provides major
material savings, reduced material loss in
conjunction with filling and distribution,
faster filling processes and a dust-free work
environment. Another advantage is that the
sacks are filled evenly, which makes handling
easier along the logistics chain.

Value-adding services and solutions
Packaging & Speciality Paper also offers
services and solutions aimed at generating
increased sales and profitability for the
customer.

Development centres add value

Pack Lab, Seal Lab, Barrier Lab and Sack
Lab help customers and brand owners to
improve packaging manufacturing, packag-
ing quality, sales of the end-product and
profitability.

Pack Lab assesses the strength and per-
formance of carrier bags and other consumer
packaging solutions, develops packaging
designs and produces prototypes with attrac-
tive properties. Seal Lab’s services give
manufacturers of medical items a better seal
in packaging where paper is combined with
plastic film. Barrier Lab brings longer life to
products with improved barrier properties in
packaging. Sack Lab optimises all stages
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relating to sack function along the value
chain.

In addition to the services of the devel-
opment centres, Billerud also shares its
knowledge with packaging manufacturers
and brand owners by arranging seminars and
courses on the importance of material choice
in the performance of packaging.

Nine TPP and Billerud Tenova

Billerud has joined forces with design
agency No Picnic to form Nine TPP, with a
view to improving knowledge about the
sales value of packaging and its role in
strengthening brands. With Nine TPP,
Billerud has managed to bring expertise in
material choice, packaging, design, brand
exposure and logistics under one roof.

As a complement to Billerud’s renew-
able packaging paper, the company now also
offers biodegradable plastics and biobarriers
via Billerud Tenova. The combination of
paper and bioplastic paves the way for new
environmentally neutral packaging solutions.

CUSTOMERS

The majority of the business area’s customers
are packaging manufacturers who convert
the paper to packaging and sell their prod-
ucts on to brand owners. In some industries,
the paper is delivered directly to the brand
owner, who both manufactures the packag-
ing and packages the goods. The latter group
includes manufacturers of medical consuma-
bles, integrated cement industries with their
own sack production and sugar, grain and
flour producers, who manufacture the pack-
aging and pack the products in the same
process, known as form, fill & seal packaging.

FACTORS DRIVING DEMAND

Sales in Packaging & Speciality Paper are
driven by a number of trends in the packaging
market — increased demand for product opti-
misation and sustainability, plus an increased
focus on product differentiation and product
safety.

Around the beginning of 2010 a new sales organisation, Sustainable Packaging Solutions (SPS), was established
with a view to increasing the business area’s focus on end-customers. Over the year, SPS has helped brand
owners with their development of innovative consumer packaging solutions and successfully launched Billerud
FibreForm® on the market together with partners in the conversion business.
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Billerud's new sack
concepts extend the life
of powdered products
and have been specially
developed for the
growing DIY market.

Stronger and lighter paper

The market’s focus on product optimisation
is increasing and Billerud’s kraft and sack
papers are meeting this demand. The prod-
ucts offer excellent functionality in modern
production lines, with packaging manufac-
ture both cost-effective and reliable. At the
same time, the strength of the paper makes
it possible to use less of the material in the
packaging while maintaining or improving
performance. Lighter packaging also plays
arole in transport optimisation. In addition,
Billerud’s Sack Lab and Pack Lab are on
hand to help customers with material
choices and designs.

Paper prioritised

The prioritising of renewable materials over
fossil plastics and a tightening of legal
requirements in several markets, particularly
for carrier bags but also in packaged food,
provide good opportunities for kraft paper to
make further gains as a packaging material
in Europe. Billerud’s position is strength-
ened by its focus on developing renewable
materials that are a competitive alternative to
fossil plastics, for example Billerud FibreForm®
and bioplastics.

Greater focus on product differentiation
Brand owners and packaging manufacturers
require attractive and innovative packaging
that best promote products and brands.
Billerud’s kraft paper strengthens the sale of
consumer products, while Billerud’s white
sack paper with its good printability is ideal
for DIY products, where appearance is a key
sales factor. Billerud also offers design serv-
ices, for example through Nine TPP.

Clean and safe paper

There are strict hygiene and product safety
standards for medical paper and food pack-
aging — standards that Billerud’s primary
fibre-based paper meets.
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MARKET

Kraft paper

The market for kraft paper, which is used for
consumer products among other things, is
relatively consolidated when it comes to car-
rier bags as well as packaging for sugar and
flour, but is more fragmented for MG paper.
In Europe, Billerud is the largest producer of
uncoated white MG and the second largest
in uncoated white MF.

Billerud’s kraft paper is very popular in
Europe. The Eastern European market
remains limited, but there is great potential
for growth as the economy recovers and
more credit is made available. There is also
potential for further sales in Asia, where
fossil plastics currently have a dominant
position as a packaging material for consumer
products.

Sack paper

The applications for Billerud’s sack paper
are dominated by building materials, indus-
trial minerals and chemicals, which account
for around two thirds of sack paper sales.

Most of Billerud’s white sack paper is
sold on the European market. Billerud is the
biggest producer of white sack paper in
Europe and globally.

Around 70% of Billerud’s range of
brown sack paper is sold in growth regions
outside Europe, with North Africa and
South-East Asia dominating. In these mar-
kets, cement is usually filled in 50 kg sacks
in high-speed filling machines, which demands
high levels of strength and functionality
from the paper during filling, handling and
distribution. The company’s brown sack
paper is of the highest quality and in this
segment Billerud has a leading position glo-
bally.

STRATEGY

Packaging & Speciality Paper’s ambition is
to continuously develop and offer new mate-
rials, solutions and services that provide

added value for customers. An improved
product mix in markets with high demand
and profitability is a strategic priority.
Innovation work maintains a focus on
sustainable materials that improve the per-
formance and attractiveness of the packag-
ing, and on seeking new ways to integrate
packaging with the product and increase its
usability. This work is carried out in close
collaboration with the market’s stakeholders.
Billerud’s packaging materials will always
promote sustainable development and back
up the customer’s own environmental work.

Knowledge transfer and seminars
Through knowledge transfer and good rela-
tions, Billerud is able to reach further along
the value chain. Several seminars were
organised over the year to improve indus-
tries’ packaging knowledge. A major event
was held in June for the sugar, grain and
flour packaging segment and in spring
Billerud brought the Asian sack industry
together in Indonesia.

Sustainable Packaging Solutions

Over the year, the business area’s new sales
organisation, Sustainable Packaging
Solutions (SPS), helped brand owners with
their product development and successfully
launched Billerud FibreForm® on the market
together with partners in the conversion
business.

Billerud FibreForm®

Billerud FibreForm® is a paper with unique
elasticity that enables it to replace other
packaging materials, not least fossil plastics,
in various areas. Launched in 2009, Billerud
FibreForm® attracted a great deal of interest
from customers and end-customers over the
year.



HOLISTIC APPROACH TO SACKS

With a growing global construction industry and  Sack Solutions is working, through product
increasing demand for the world’s strongest sack  development, technical services and high service

paper, Billerud sees a bright future for the Sack levels, to make the function and properties of the
Solutions area. packaging better and more efficient, primarily

Global production of cement is forecast to when filling and distributing powdered products.
increase 28% by 2020. Excluding China and During the year, Billerud launched six technical
India, cement production is predicted to increase  consultancy services aimed at improving sack
50% by 2020.* In contrast to most other performance. In addition, a new series of sack
countries, China and India mainly use plastic concepts was launched under the QuickFill®
sacks due to the lack of a modern conversion brand. All the concepts offer good functionality
industry for paper sacks and of cost-effective during filling, coupled with effective moisture
strong paper. barriers that extend the life of powdered

* Source: Construction Perspectives, Oxford Economics, United Nations World Population Prospects, Holcim

products, something that is particularly important
for the growing DIY market. Each concept also
offers a particular customer benefit, such as
extra good printability and extra good airflow
for demanding filling processes. The launch was
preceded by comprehensive testing at the Sack
Lab along with industrial trials in collaboration
with customers. The concepts include QuickFill®
BioTex, which contains a biodegradable

plastic film from Billerud Tenova. This launch
consolidates Billerud’s position as a supplier of
sustainable packaging solutions.

MARKS & SPENCER CHOOSES
BILLERUD FIBREFORM®

Consumer packaging is an enormous and growing market. Paper
accounts for only 12% of the flexible packaging market in Europe.*
And yet 87% of consumers in Europe prefer paper over plastic for
their packaging.** There is thus great demand for a higher proportion
of paper in consumer packaging.

Billerud FibreForm®, which was only launched last year, has already
won several awards and been recognised as an alternative to plastics
offering a premium look. The packaging manufacturers and brand owners
who now want to switch to Billerud FibreForm® can do so without costly
investment in new machinery. For the first time, paper can be used in
thermoforming machines, a very common type of packaging equipment
for fresh foods such as sliced meats. The market for thermoformed plastic
in Europe amounts to around 1.6 million tonnes per year, which offers large
potential for Billerud FibreForm®.

The first to choose Billerud FibreForm® as a packaging solution was the
respected British food chain Marks & Spencer, which packs its organic Yorkshire
ham in the unique paper. After Marks & Spencer’s launch, several other important
supermarkets chose Billerud FibreForm® for sliced meats.

approach,” says Mark Caul, Packaging Technologist at Marks & Spencer.

Over the year,
customers and
end-customers have
shown great interest
in Billerud FibreForm®,
which also won

“Marks and Spencer are delighted to have launched this first-to-market innovation in packaging with several awards.
Billerud. The FibreForm Packaging provides a premium look to our ham and is constructed from sustainable
FSC sourced paper. It is important to Marks & Spencer to work with innovative solution providers to
develop packaging for the future and Billerud has supported our innovation work through their proactive

Source: *PCl, **IPSOS 2007

Picture from Marks & Spencer
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Corrugated board is the single most common packaging material. Every day
thousands of tonnes of goods are shipped around the world, packaged in

corrugated board boxes. Billerud’s popular containerboard makes the boxes
stronger, more hygienic and more attractive. The added value provided by the
products includes better performance, increased sales and reduced wastage.

BUSINESS AREA PACKAGING BOARDS
e

Protecting goods — the market’s highest priority

OFFERING

Packaging Boards is responsible for sales of Billerud’s primary fibre-based containerboard, liquid
board for portion-packed drinks and Cup Stock. With deep insight into the market’s conditions and
requirements, Packaging Boards provides customers with technical consultations and knowledge
regarding the role of packaging throughout the value chain.

MARKET SHARE IN EUROPE

WHITE LINER*
— MARKET LEADER

70%

* Low grammage

Source: Billerud, 2010

NSSC FLUTING (SEMI-CHEMICAL FLUTING) **
— MARKET LEADER

42 %

**100% primary fibre

Size: 580 000 tonnes
Source: CEPI Containerboard Organisation 2010

White liner is the outer layer of corrugated board, but is also used in
packaging for luxury and consumer goods.
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Fluting is the rippled middle layer in corrugated board and is used to
transport sensitive goods such as fruit and vegetables and consumer
durables.




SHARE OF GROUP
NET SALES

‘ 28%

NET SALES, SEKM

2428

SHARE OF GROUP
OPERATING PROFIT

\ 26%

OPERATING PROFIT, SEKM
(OPERATING MARGIN)

271 (11%)

2010 was a successful year for Packaging Boards.
Operating profit totalled SEK 271 million, an
increase of 18%. Improved prices in local currency
compensated for a less favourable currency situation
and increased costs. The operating margin was

11% (10).

OFFERING

Packaging Boards supplies the corrugated
board industry with primary fibre-based con-
tainerboard, including the corrugated middle
layer, fluting, and the outer layer, white liner.

Billerud’s fluting, Billerud Flute®, is the
world leader for lasting performance and
produces extremely strong boxes that protect
the contents. This product is in particular
demand for applications that involve trans-
porting goods such as fruit, vegetables and
consumer durables.

Billerud’s clean, white liner offers excel-
lent printability and give corrugated boxes
an attractive exterior. They are also ideal for
packaging of luxury and consumer goods
and are approved for direct contact with
food.

Packaging Boards is also responsible for
sales of Billerud’s liquid board for portion-
packed drinks and the new area: board for
disposable cups — Cup Stock.

Value-adding services and solutions
Packaging Boards also offers several value-
adding services and solutions in areas such
as material choice and design. In addition,
seminars and courses are held for customers
on the subject of packaging optimisation.

Fresh Services

Fresh Services helps brand owners with
logistics monitoring and packaging optimi-
sation. In the area of fruit and vegetables,
Fresh Services is focused on reducing
expensive packaging-related wastage. The
approach of Fresh Services is to examine
handling all the way along the logistics chain
and suggest improvements to packaging.

Box Lab

Box Lab works on packaging development
on behalf of customers. Corrugated board
producers and brand owners can send in
their packaging solutions and have their
function and performance assessed in line
with the requirements placed on these.
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CUSTOMERS

The majority of the business area’s customers
are corrugated board manufacturers who see
the added value in offering their customers
premium quality. Billerud’s liners are also in
demand among manufacturers of luxury and
consumer packaging. The business area’s
other customers include producers of dispos-
able cups and manufacturers of portion
packs for drinks.

FACTORS DRIVING DEMAND

Packaging Boards’ sales are benefiting from
the market’s increased demand for product
optimisation, product differentiation and
product safety. New patterns of consumption
are also having a positive impact on the
business area.

Increased demand for product
optimisation

More and more brand owners, growers, dis-
tributors and wholesalers are realising that
strong packaging is a smart investment in
reducing expensive wastage. Billerud’s con-
tainerboard create extremely strong packag-
ing that protects the contents from going to
waste.

Material savings are of great interest
along the value chain. Strong materials in
primary fibre make it possible to reduce the
amount of material per box by up to 15-20%
— and still improve the strength of the box.
Billerud’s primary fibre-based container-
board also offers excellent efficiency in
packaging production, producing an end-
result of high and consistent quality.

The appearance of packaging on the store shelf is becoming increasingly important, since the
packaging has a strong sales function. Billerud’s white liner, with its excellent printability, helps the
brands and logos stand out, making it particularly suitable for luxury and consumer goods packaging.
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The market for disposable cups is growing strongly due to new
patterns of consumption, with more and more people buying coffee
and other drinks to take away. This trend has been noticeable in
Billerud's Cup Stock product segment — board for disposable cups.

Product differentiation more important
Many packs in corrugated board are shelf-
ready solutions that are placed directly out
in the store. The appearance of these packs
is becoming increasingly important in terms
of sales, as proven in a study by The Packaging
Arena in 2009. The study showed that prod-
ucts in boxes made from Billerud’s white
liner attracted more attention in the store,
since printability is better and the white liner
is better at making the brands and logos
stand out.

Clean and safe paper

Packaging paper made from primary fibre is
approved for direct contact with food and
Billerud’s products have the relevant product
safety certification with regard to hygiene
and health. However, the European Directives
are not consistent on paper in contact with
food. For example, pizza boxes made from
recovered fibre are prohibited in Italy but
permitted in many other countries, including
Sweden. Billerud’s quality makes it well
positioned to benefit from an increased
awareness of product safety and greater
knowledge of how packaging affects its
contents.

Globalisation, increased prosperity

and changing patterns of consumption
Increasing globalisation has led to increased
transportation of goods, which in turn places
greater demands on packaging solutions.
The packaging has to be up to the task of
packing, stacking and protecting the prod-
ucts. This is good news for Billerud’s sales
of materials and services.

As more and more people buy coffee
and other drinks to take away, the market for
disposable cups has grown sharply, which
has had a positive impact on Billerud’s prod-
uct Cup Stock. Increased global prosperity
has also lifted demand for disposable pack-
aging, particularly in Asia, which is seeing a
growing market for portion-packed drinks.
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MARKET

The European market dominates Packaging
Boards’ sales, due to its geographic proximity
and the fact that Billerud has spent a long
time developing good customer relations.
The market is large in the Mediterranean
region, which is an important exporter of
fruit and vegetables. Around two thirds of
Billerud’s fluting is used in packaging for
this purpose.

The European market for primary fibre-
based fluting and liner is relatively consoli-
dated. In Europe, Billerud is the leading sup-
plier of containerboard such as low
grammage white liner, which has 70% mar-
ket share, and semi-chemical fluting, which
has 42%.

STRATEGY

With its customer-focused business develop-
ment, Packaging Boards constantly endeav-
ours to improve packaging performance,
with cleaner, stronger and more attractive
packaging. Product markets with high demand
and profitability take priority in developing
the business area’s product mix. The desire
for environmentally optimised products,
solutions and services is a common thread
throughout the business area.

A new standard for corrugated board
performance

In a move to offer its customers better
knowledge about corrugated board packag-
ing, over the year Billerud’s Box Lab scien-
tifically demonstrated the difference in dura-
bility and long-term performance between
various grades of corrugated board. The
method, developed to take measurements
under transport conditions that are as realistic
as possible, proves that Billerud Flute® is the
world’s strongest fluting. Billerud has received
mass media coverage for the method, which
goes under the name of CCT10 — Corrugated
Crush Test for 10 days.

Successful launch of lightweight fluting
The past year has seen the quality of light-
weight fluting optimised. This has led to ma-
jor advances in applications where the boxes
do not require the same strength and thick-
ness as the other fluting offered by Packaging
Boards. The lightweight fluting is primarily
used for shelf-ready packaging and packag-
ing used for e-commerce and food handling.

Greater networking with the value chain
Over the year, several well-attended semi-
nars were held with a focus on optimising
packaging and increasing networking between
the industry’s stakeholders. In September, an
important forum, Corrugated X, was set up
for the corrugated board industry and its
customers, as well as designers and printers.
This created a good platform for exchange
of knowledge, good relations and a greater
understanding of the value of primary fibre-
based packaging paper.

Lucrative focus on Cup Stock

Over the year, Billerud increased its volumes
in the Cup Stock product segment. The strong
demand for disposable cups, combined with
a limited number of material suppliers, led
to the business area reducing deliveries of
liner and instead switching production to
Cup Stock.



RIGHT PACKAGING LEADS
TO BETTER DELIVERIES

Every day, tonnes of fresh produce are transported around
the globe. In Europe alone, its annual value is put at EUR
100 billion. However there is considerable wastage — 10% of
the fruit and vegetables transported in Europe is never sold.
Inferior packaging is one cause of this waste of resources.

The aim of Fresh Services is simple — to reduce this
expensive packaging-related wastage. At every stage that
involves the packaging, Fresh Services
seeks out weak points that may jeopardise
safe delivery. A comprehensive survey of
the handling process is carried out — from
the grower to the packing station, along
every stage of transportation, until the
delivery finally reaches the retailer and
consumer. Box Lab plays a significant role
in this offering, which can scientifically
show Billerud’s customers the key
factors in reducing losses and improving
packaging strength.

As a result of the work carried out in
the focus area of Fresh Foods, demand for
Billerud's fluting is expected to increase
over the next few years in markets other
than Europe. The agreement signed with
Brazilian corrugated board producer
Rigesa last year opened an important
door to Brazil, as well as to India, where
Rigesa also runs a packaging business.
Brazil is a major exporter of fruit and
India is expected to become increasingly
important in the international fruit
market. Rigesa is part of the multinational
packaging group Mead Westvaco.

Spring 2011 will see Billerud Fresh
Services launching an alliance of leading
suppliers of corrugated board boxes to
the fruit industry globally. The aim is
to improve the competitiveness of its
partners and eliminate fruit wastage in
the chain from producer to consumer.

Fresh Services and Box
Lab show customers the
key factors in reducing
losses and improving
packaging strength.
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Billerud produces high-quality pulp based on primary fibre. The Scandinavian
climate and distinctive soil make the trees grow more slowly, which results

in stronger fibres. Brightness, purity and high tear and wear strength are
characteristic features of Billerud’s pulp.

BUSINESS AREA

High-quality pulp

OFFERING
Billerud produces long-fibre pulp, Northern Bleached Softwood Kraft (NBSK), primarily for
its own needs, with the surplus sold by the Market Pulp business area on the global market.

APPLICATIONS

LARGEST WESTERN EUROPEAN
MANUFACTURERS OF NORDIC BLEACHED
TISSUE PRINTING AND WRITING PAPER  PACKAGING PAPER LONG-FIBRE SULPHATE PULP, KTONNES
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2010 was a successful year for Market Pulp, with
increased profitability. Operating profit for the year
was SEK 276 million, an increase of SEK 424 million
compared with the previous year. The increase is
mainly due to improved prices which compensated for
increased costs. The operating margin was 16% (-11).

OFFERING

Billerud’s long-fibre pulp, Northern Bleached
Softwood Kraft (NBSK), is a high-quality
softwood pulp that meets increasing demand
in the world market. Around 75% of the
pulp is used in Billerud’s own paper produc-
tion, the rest is sold on the global market.
NBSK is based on slow-growing Scandinavian
pine and spruce, whose strong, long fibres
give high-quality end-products. The proper-
ties of the pulp also contribute to a cost-
effective process for the customers — the
paper producers.

The grades of pulp from Billerud’s three
pulp mills are all very high, but each has its
own particular properties. The geographic
locations of the trees affect the fibres in the
wood raw material which, used correctly,
can produce different characteristics. This
enables Billerud to offer paper manufacturers
the specialist properties that each end-prod-
uct requires — high bulk for board, good tear
strength for packaging or extra high strength
and durability for printing paper and tissue.

CUSTOMERS

Europe remains the largest market for Market
Pulp. Billerud has longstanding customer
relations in this territory and can also benefit
from the geographic proximity and an effi-
cient logistics system. Asia, with its growing
prosperity, is also an important market for
the business area. The largest customer
groups include producers of tissue, writing
and printing paper, packaging paper and
board.

FACTORS DRIVING DEMAND

Market Pulp’s sales are benefiting from
increased demand for NBSK, coupled with
the limited availability of quality pulp.

In addition, demand for environmentally
certified pulp is on the rise, along with the
global consumption of paper products.
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Continued increase in tissue

Tissue products are experiencing strong
growth as a consequence of greater global
prosperity. An increase in the standard of
living is accompanied by the increased use
of toilet paper, paper towels, tissues and
similar products. Billerud’s long-fibre
sulphate pulp is particularly well suited to
the manufacture of tissue products, as it
results in high quality.

Eco-certified pulp in demand
Environmental awareness remains strong,
which favours Billerud’s pulp. The raw
material derives from sustainable Scandinavian
forestry, where replanting is guaranteed and
regulated under strict legislation. Today
around 50% of Billerud’s market pulp is cur-
rently FSC/PEFC-certified, while the other
wood meets the criteria for FSC Controlled
Wood.

MARKET

The year started with a continuing positive
trend in demand and prices for the business
area. The global market price for NBSK rose
by USD 180 per tonne from the year-end
2009/2010 and reached USD 980 per tonne
in the third quarter, before stabilising at a
price of USD 950 per tonne until the end of
2010. The price rise can be explained in part
by the reduction in capacity that occurred
during the year. Two Canadian mills remained
mothballed after the financial crisis and
when Chile was hit by a major earthquake
early in the year, the market lost even more
volume. The Chinese market, which during
the first half of the year reduced its pulp pur-
chases and mainly supplied its operations
from stock, started to ramp up its purchases
in the autumn. Although supply rose once
the Chilean mills reopened much of their
production, a good balance in demand
remained into late 2010. The supply of
NBSK is also limited in comparison to the
rise in demand for paper and paper products
globally.

STRATEGY

The Market Pulp business area promotes
quality and offers customers eco-friendly
products that support their activities. Market
Pulp sees great potential in consumer paper
products and is therefore consciously
increasing its focus on the tissue segment for
example.

Increased sales to tissue

When people reach a better standard of living,
demand rises for products that meet funda-
mental needs such as food and hygiene.
Billerud’s long-term strategy of steering sales
towards the consumer product area of tissue
proved successful over the year. There is
every indication that demand for hygiene
products will continue to rise, particularly in
developing countries. Printing and writing
paper, on the other hand, is expected to lose
ground to e-mail, tablet computers and the
internet.

Close customer relations and a good
reputation

Over the years, Billerud has built up close
customer relations with European paper
manufacturers. Market Pulp has promoted
itself as a trustworthy supplier that provides
good technical support for the production of
various paper products and that is also
known for its reliable deliveries.

Focus on environmentally certified pulp
Market demand for environmentally certified
products is growing, with more and more
customers demanding FSC-certified pulp.
Billerud works constantly to encourage more
forest owners to apply for traceability certifi-
cation, since certified products are in short
supply on the global market. Forest products
from Sweden have a good reputation, which
Billerud emphasises in its marketing and its
meetings with customers.
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BILLERUD

Billerud’s products come from renewable raw materials and the company
focuses on product development in which sustainability is key.

Billerud must never strive for financial success
at the expense of future generations.
Manufacturing uses resources from nature:
forests, energy and water. This means that
Billerud also takes responsibility for
minimising the impact on the environment

at every step of the process.

Growing forest binds carbon dioxide
Several new trees are planted for every one
tree harvested

Sweden has more forest than ever before,
thanks to effective forestry

Once paper packaging has been used,
the fibres can be re-used four or five times

Once use of the fibres has been exhausted,
they can be composted or used as biofuel

W
>
R |
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BILLERUD

The environment and society are affected by Billerud’s ups and downs.

Innovative product development means Billerud is able to manufacture
renewable packaging materials with new and improved properties.

BILLERUD'S

SUSTAINABLE AND INNOVATIVE PAPER
PACKAGING

Billerud’s packaging paper from renewable
and climate-friendly forest raw materials is
an alternative to fossil-based packaging
material. Innovation is a cornerstone of
Billerud’s strategy. Innovative product deve-
lopment means Billerud is able to manufac-
ture packaging materials with new and
improved properties, helping the entire indu-
stry to use fossil-based plastics, for example,
to a lesser extent.

Billerud’s products have a positive effect on
the environment and resource management
in many ways:

Renewable and climate-friendly raw
materials

Billerud’s products come from renewable
wood raw materials from active and
sustainable forestry where growing trees
absorb carbon dioxide and so have a
positive impact on the climate.

High degree of innovation

Product development is based on
innovative ideas, aiming to be able to offer
renewable packaging material with new
and improved properties. One example is
Billerud FibreForm®, whose unique
elasticity makes it an excellent alternative

to fossil plastics in packaging, for example.

Recyclable

Paper packaging, unlike many other types
of packaging, can be composted, recycled
into new products or used as a source of
energy through incineration.

Strong - resource optimisation
Billerud’s paper from primary fibre is
comparatively strong. This means that the
paper can be made thinner, so using less
raw materials in the paper manufacturing
process and less materials in the packaging
itself. This optimises resources at several
stages of the process.
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Strong - reduces waste

The strong material protects the products,
cutting down on resource loss and wastage.
For example, most foodstuffs have a
considerably greater negative environ-
mental impact than the packaging that
surrounds them. Producing food often
involves high energy and water consump-
tion as well as large amounts of emissions.
Reducing waste leads to a more sustainable
food industry.

Strong - minimises transport
Billerud’s strong materials mean that
packaging can be filled to a greater
capacity and can also be stacked higher,
increasing the amount that can be trans-
ported. The result is lower transport costs
and lower emissions.

Efficient

Billerud offers its customers training in
resource-optimised packaging design and
services that improve efficiency in the
logistics chain.

SWEDISH FORESTRY BENEFITS

THE CLIMATE

Approximately 75% of the wood Billerud
uses comes from Swedish forests.

Sweden’s first Forestry Act, requiring
replanting after felling, was introduced back
in 1903. The amount felled is lower than the
annual growth and stocks of standing forest
in Sweden are greater than ever before.

The active forestry carried out to supply
the forestry industry with timber means
well-managed forests with growing trees
that absorb more carbon dioxide than mature
forests that are not managed. Sustainable
Swedish forestry thus has a beneficial effect
on the climate.

Under the Forestry Act, the Swedish
Forest Agency must be notified of all clear-
cutting. Prior to felling an area, Billerud
Skog performs an individual natural value
assessment on each area scheduled for fell-
ing. If the forest is shown to have high natu-

ral value, that value is taken into account at
the time of felling, or Billerud refrains com-
pletely from felling. Billerud Skog performs
a natural value assessment to avoid felling
protective forests and to ensure the preserva-
tion of biodiversity. Billerud Skog’s staff in
the field are trained to be able to offer pri-
vate forest owners professional advice and
thereby promote sustainable forestry. During
the past year, staff in the field have been trai-
ned in numerous areas: regeneration, soil
scarification, felling near watercourses,
assessment, valuation and more.

42% of the wood that Billerud buys in is
FSC and PEFC-certified. The proportion of
certified wood is constantly growing and the
aim in the long term is for all wood purchased
by Billerud in Sweden to be certified.

RENEWABLE FOREST FUEL MEETS ALMOST
ALL BILLERUD'S ENERGY NEEDS

Producing pulp and paper takes large amounts
of energy. This energy is produced by bur-
ning various fuels, which release carbon
dioxide. Billerud’s operations create an opp-
ortunity to use renewable biofuel from forest
raw materials for energy recovery and hea-
ting. 95% of Billerud’s energy needs are met
by forest fuel such as black liquor and bark,
the rest by fossil oil. The aim is to phase out
fossil fuels entirely in the long term. To reduce
energy use, Billerud’s mills are constantly
working to improve energy efficiency.

MINIMISING THE IMPACT FROM
CHEMICALS AND EMISSIONS

Pulp and paper manufacturing uses a certain
amount of chemicals. The mills’ use of che-
micals is covered by the EU’s chemicals
legislation REACH and all the chemicals are
checked before use regarding environmental
risks, health and safety and product safety.
More environmentally friendly chemicals
are brought into use as soon as this becomes
possible.



Billerud FibreForm® makes it possible to develop unique packaging solutions with exciting, natural shapes and
deep embossing to reinforce the brand. The environmental value of the paper is crucial. FibreForm is FSC-
certified — a guarantee that the raw material comes from sustainable forestry.

The production process creates emissions to
air and water, including sulphur dioxide,
nitrogen oxide and carbon dioxide to air and
nitrogen and phosphorus to water. Billerud is
constantly working to reduce emissions,
including improving processes and purifica-
tion methods.

OPTIMISING TRANSPORT

The transport of forest raw materials to the
mills and finished products from the mills also
causes the release of carbon dioxide and other
emissions. Billerud is working to optimise
transport to make it more cost-effective while
also reducing environmental impact. This is
being achieved by exchanging wood raw mate-
rials, so reducing the distance the raw material
has to be transported to each mill and partly by
reducing road transport wherever possible in
favour of transport by rail or by boat.
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Inward transport is more dependent on the
roads than outward transport because lorries
are the only means of transport capable of
reaching deep into the forest. However,
Billerud does its utmost to switch loads to
rail for transport over long distances.
Currently approximately 75% of outward
transport is carried out by rail or by boat. To
reduce the environmental burden from road
transport, Billerud requires Euro class engi-
nes and eco-driving. The aim is for 90% of
domestic lorry transport to be carried out by
drivers who have been trained in eco-driving
by 2013. A large proportion of Billerud’s
transport is intermodal, in other words a
combination of road, rail and boat, entirely
in line with ambitions within the EU.

TAKING RESPONSIBILITY FOR MILLS’ LOCAL
COMMUNITIES

Billerud is by far the largest employer in all the
communities in which the company’s mills are
located. This brings great responsibility as well
as a certain amount of influence over the long-

term survival of the local community.

Billerud prides itself on its long-term,
stable and trusting relations with local residents,
politicians, schools, the local media and the
authorities. For example, Billerud Karlsborg
invited 60 1415 year-old girls from Manhems-
skolan in Kalix to the mill for a half-day visit.
The aim was to generate interest in interesting
jobs in maintenance. At the moment there are
no female employees in the mechanical and
electrical/automation departments. Feedback
showed that the students, the school and those
involved at the company thought the initiative
Wwas a success.
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BILLERUD

Billerud’s Code of Conduct sums up the company’s responsibilities,

guidelines, procedures, values and targets. The aim is for it to serve
as a guideline for all employees in their day to day work.

MANAGING

SUSTAINABILITY

The Code of Conduct, drawn up in 2009,
states that Billerud’s core values are profes-
sionalism, effectiveness and creativity.
Customers must be treated in a professional
manner, characterised by competence, expe-
rience and good business ethics. What
Billerud delivers must exceed the market’s
expectations. Billerud must also launch
in-itiatives and actively influence customers
and other business partners in a positive
direction. Billerud’s employees must always
act ethically, legally and with respect for the
local community and the environment.

The Code of Conduct is based on the
UN Declaration on Human Rights and other
international guidelines:

The UN’s Global Compact on
sustainable business practices
www.unglobalcompact.org

The OECD’s guidelines for
multinational companies
www.oecd.org

The ILO’s fundamental conventions
on human rights at work
www.ilo.org

AWARDS AND PRIZES 2010

Highest environment rating on the Mid Cap list

Best website: www.billerud.com

Billerud FibreForm®:

Technology Innovation Award 2010, Packaging Industry China
Billerud FibreForm®: Innovation Award — Coup de Coeur

Best Financial Communication 2nd place

Best Report, Mid Cap Companies
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Billerud also complies with Principle 15 of
the Rio Declaration on the Precautionary
Approach, which means taking a preventive
and risk-minimising approach to environ-
mental issues throughout the business.

CODE OF CONDUCT

— A LIVING DOCUMENT

Billerud’s Code of Conduct is a summary of
responsibilities, guidelines, procedures,
values and targets that have been developed
by and for the business (see www.billerud.
com). The Code should guide the present
and future behaviour of Billerud’s employees
and their relations with each other, the com-
pany, third parties and society in general.
The Code of Conduct was distributed to all
employees in 2010. Managers at Billerud are
responsible for ensuring that the code is
complied with. The aim is to keep the Code
of Conduct alive in day-to-day operations by
means of focused activities in which it is
explained and examined in depth. During the
year training material has been drawn up and
training courses commenced for different
groups, e.g. purchasers. Issues brought up
include corruption. Billerud’s employees are
not permitted to give or receive gifts of more

than a symbolic value or participate in acti-
vities which may affect their objectivity
when making decisions.

BILLERUD’S ETHICS COUNCIL

All employees are to receive training on the
Code of Conduct in the long term. Billerud’s
Ethics Council was established in 2009 to
monitor compliance with the code. The
council comprises the Group’s Director of
Human Resources and human resources
managers at the mills. The council is to
investigate and propose measures if it receives
reports of breach of the Code of Conduct.
Incidents can be reported to the Ethics
Council or directly to the audit committee,
via the company’s intranet. Reports may be
made anonymously.

Folksam’s Corporate Responsibility Index

The Swedish Shareholders’ Association/Kanton

Ringier Trade Media Ltd

Salon Emballage, Paris

The Swedish Shareholders’ Association/Kanton

Finforum/OMX Nasdaq



Billerud’s Code of Conduct is a summary of responsibilities, guidelines,
procedures, values and targets that have been developed by and for the

business. The Code of Conduct shall influence employees’ behaviour and
their relationships with one another, the Company, external stakeholders
and society at large, now and in the future.

COMPLIANCE
No corruption incidents were reported
in 2010.
Billerud has not had to investigate the
different business units or its business
partners on corruption grounds as no
suspicions of irregularities have arisen.
Billerud has not been the object of any
legal measures for anti-competitive
behaviour, or forming a cartel or a
monopoly and has therefore not been
ordered to pay any fines or other non-
monetary sanctions.

CSR COMMITTEE HEADS WORK ON
SUSTAINABILITY

Billerud has had a CSR Committee since
2009, tasked with ensuring that sustainabi-
lity work is as efficient, professional and
integrated in the day-to-day work of the
company as possible. A CSR manager is
responsible for sustainability at overall level
and reports directly to the CEO. The CSR
Committee works on an ongoing basis to
draft proposals, and draw up documentation
for the management, propose targets and
carry out monitoring.

GOVERNANCE VIA POLICIES

Billerud’s Board has laid down the Code of
Conduct and a number of policies that act as
guiding documents for employees. Each
policy incorporates a varying number of
practical guidelines adopted by the senior
management team. These are supplemented
by rules and regulations at local level. All
policy documents are available on the intranet
and are revised at regular intervals.

On the basis of the policy documents,
the senior management has formulated over-
all sustainability targets at Group level.
These are to be achieved by 2013. Work
towards these targets will be measured and
reported annually in the Sustainability
Report.

POLICIES AND GUIDELINES

Code of Conduct

Policy for quality, the environment and social
responsibility

Personnel policy

Sponsoring policy

Guidelines for energy consumption
Environmental guidelines for purchasing wood
Product safety and hygiene guidelines
Purchasing guidelines

Finance policy

Credit policy

SYSTEMS IMPROVE THE BUSINESS
Various management systems are in place at
the mills to ensure that their operations are
carried out systematically and effectively.
All the mills have certified quality and envi-
ronmental management systems (ISO 9001
and ISO 14001). The Swedish mills and the
purchasing company Billerud Skog are
traceability certified under FSC and PEFC.
The Swedish mills also use certified energy
management systems.

Billerud Beetham has certified its health
and safety work under the occupational
health and safety management system
OHSAS 18001.

The management systems are audited
regularly. To guarantee that Billerud comp-
lies with the requirements, any deviations
must be corrected within the time agreed.

These management systems help
Billerud to develop as many of them feature
constant improvements as a set requirement.

WORKING WITH OTHERS

Billerud actively participates in various collaborative ventures and is a member of a large number of organisations for
exchanging knowledge and experiences. Billerud is also part of a number of networks.

Examples of organisations of which Billerud is a member:
Confederation of European Paper Industries (Paper Impact, Eurokraft)
European Federation of Corrugated Board Manufacturers (Fefco)
Innventia (pulp and paper research institute)

Miljopack (Swedish group of companies working together for environmentally efficient packaging)
Normpack (internal control systems for materials and articles intended to come into contact with food)
Paper Province (member cluster, industry, public sector and university)
Skogsindustrierna (sector organisation)

Several local water and air conservation associations
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BILLERUD

Dialogue with various stakeholders means that Billerud is constantly able to
improve processes and working methods. This is a long-term communication
process characterised by openness and respect. During the year, in-depth
dialogue with investors and analysts brought Billerud new angles on reporting

sustainability performance.

DIALOGUE WITH

Billerud’s five most important stakeholder
groups are investors, customers, employees,
business partners and society. These have
been identified on the basis of the mutual
value created in the relationship between
Billerud and the respective groups.
Identifying, understanding and managing the
expectations of stakeholders is crucial to the
company’s long-term survival. For the stake-
holders, this dialogue offers a potential plat-
form to promote issues in a respectful and
solution-oriented manner. The dialogue con-
tinues throughout the year, informally and in
a more structured form.

Billerud constantly seeks to deepen the
dialogue to forge closer links with stake-
holders, to find out whether the company is
fulfilling its undertakings and to ensure that
its work on sustainability is correctly focused.
A closer and deeper dialogue also gives the
stakeholders an opportunity to think about
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sustainability issues, in turn leading to
increased awareness and development of
sustainability in general.

INVESTORS

During the year three separate meetings on
sustainability issues were held with investors
and analysts.

The analysts wanted the sustainability report
to be based on the company’s strategy and
business model, consistently demonstrating
how these questions affect work on sustainabi-
lity. It is important that the business is healthy
from a social perspective and is characterised
by proactivity. It is also important that work on
sustainability addresses the entire impact of the
products. It was pointed out that taking the
natural environment into account is a key ques-
tion from the point of view of sustainability.

A clearer link to the challenges in the area of
human resources and the targets set was desired.

STAKEHOLDER GROUPS




DEFINITION

TYPE OF DIALOGUE

SUSTAINABILITY ISSUES

RESULTS

Shareholders
Analysts
Potential
investors

Existing customers
Customers’ custom-
ers

End-consumers

Existing
suppliers

Lenders

Existing
employees

Union
representatives

Future
employees

Partners

Local residents

Schools and universi-
ties

Authorities

Certification bodies

SP Technical Research
Institute of Sweden

Annual report including sustainability
report, interim reports,

Website,

Investor meetings,

Press conferences,

Meetings with analysts,

Surveys from ethical and environmental
investment funds.

Personal meetings, daily contact,
Fairs, seminars & customer meetings,
Customer surveys/questionnaires.

Supplier evaluations.

Personal meetings.
Financial communication.

Workplace meetings,

Work environment groups,
Staff surveys

(including leadership index),
Incident follow-up,
Performance reviews.

Local joint meetings,
Working committee meetings,
European Works Council.

Mill visits,

Careers fairs at colleges and
universities,

Industry evenings.

Close contacts and development projects.

Focus groups, Information meetings,
Environmental reports at mill level,
Environment panels.

Close contact with educational institu-
tions, Study visits.

Contact with County Administrative
Boards and municipalities in conjunction
with supervision,

Statutory environmental reports.

On-site visits and other kinds of dialogue
in conjunction with audits.

External audit of FSC and PEFC certifica-
tion.
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Economic value development sustainable in
the long term,

Business and product development perspective
linked to sustainability trends.

General requirements for sustainable corporate
management and Code of Conduct.

Specific questions, such as: certified volumes

of forest, illegal felling, key biotopes, carbon
footprint, REACH, groundwater.

Have discussed codes of conduct and sustain-
ability issues with suppliers during procure-
ment.

Economic value development sustainable in
the long term.

Skills development,

Work environment and safety,
Fitness measures.

Diversity.

Work environment and safety,
Skills development,
Terms of contract.

Environmental issues.
Ethical issues.
Terms of employment.

Developing sustainable and resource-efficient
packaging,
Developing bioplastic barriers.

Emissions to air and water, What has hap-

pened, Plans for the future at mills.

Regional skills-boosting initiatives:
training, work placements.

Emissions to air and water, noise, energy, land
issues, waste, use of chemicals.

Legislation and criteria of the standard in
question.

Legislation and criteria of the standard in
question.

Sustainability report,
OMX GES Nordic Services Sustainability Index.

Environment brochure,

Carbon footprint study,

Sales support material on environmental issues,
Product development.

Revised purchasing policy.

Skills development model,

Extensive work on the work environment and
safety,

Action plan for victimisation at work.
Diversity survey.

Open and constructive dialogue,
Greater respect and understanding of each
other’s situation.

Employer branding.
Trainee programme.

New products and packaging solutions,
such as FibreForm.

Greater respect and understanding of each
other’s situation and actions.

Built a basis for future recruitment.
Greater range of technical vocational training
courses.

Better understanding of each other’s points of
view on environmental issues.

Views of external bodies on the business and
proposed improvements.

Views of external bodies on the business and
proposed improvements.
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BILLERUD

Billerud manufactures pulp and paper for packaging from renewable forest raw

materials. Strong packaging protects its valuable contents and helps to reduce
the environmental burden caused by wastage of damaged products. Billerud
is working to reduce energy needs by improving efficiency and today 95% of
Billerud's energy needs are met by biofuel.

FOREST PRODUCTS

Pulp and paper manufacture is regulated by
extensive environmental legislation.
Manufacture requires a permit under the
Swedish Environmental Code. The permit
grants the right to carry out production and
contains conditions regulating emissions to
water and air, as well as noise levels, waste
and chemicals management.

The primary work on the environment is
carried out locally at the mills. In the past two
decades the environmental impacts of the pro-
cess have been reduced considerably. As well as
complying with statutory requirements, the
mills also hold environmental certification under
ISO 14001. Certification demands a structured,
target-driven way of working to gradually
reduce the environmental impact of operations.
‘Work on the environment is regularly audited by
external auditors. The mills’ suppliers are
checked and assessed under ISO 14001. The
FSC and PEFC systems for purchasing wood
raw materials also check that raw materials
suppliers comply with the requirements for
sustainable forestry and biodiversity.

All employees have been trained in
fundamental environmental issues and are
constantly kept informed of environmental
work carried out by Billerud. Key staff such
as production and maintenance managers
receive extra training.

FOREST GROWTH & HARVEST IN SWEDEN

I Total wood stocks in Sweden, M Annual harvest,
3 billion m* " 85 million m*

Annual growth,
120 million m? »

" Cubic metres of forest (stem volume above the cut including top and bark)
Source: Swedish National Forest Inventory, Swedish Forest Agency)
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THE IMPORTANT ROLE OF THE FOREST
FOR THE CLIMATE

The Swedish Forestry Act of 1903 required
replanting. Today fewer trees are felled than
the annual growth and Sweden has almost
twice as much forest as when the law was
first passed.

Carbon dioxide is absorbed in the grow-
ing forest through photosynthesis, thus low-
ering the carbon dioxide content in the
atmosphere. Growing forests absorb more
carbon dioxide than mature forest. This means
that active forestry, responsible thinning and
felling while replanting, is better for the
climate than a forest that is left alone.

STRICT RULES FOR PURCHASING WOOD
The dominant raw material in Billerud’s
processes is wood. Billerud owns no forest
land of its own but buys in wood via its
wholly-owned subsidiary Billerud Skog.
The total volume purchased is approxima-
tely 5 400 000 m?® sub a year, about 75% of
which is felled in Sweden and 5% each in
Norway and in Finland. The remaining
proportion, approximately 15% is imported
from the Baltic.

PURCHASE OF RAW MATERIALS* (EN 1)

2010 2009 2008

Wood, million m*sub 5.2 5.1 5.1
Recovered paper, ‘000

tonnes " 15 24 32
Pulp, ‘000 tonnes 37 34 35

" Recovered paper 1.8% of total fibre requirement

Most of the wood is purchased from suppliers
who are responsible for felling and transport,
but Billerud Skog itself carries out felling
and off-road transport on privately owned
forest land in Norrbotten and parts of
Vasterbotten in northern Sweden. Billerud’s
own felling and felling carried out by others
is in line with the company’s guidelines for
environmental considerations when purcha-
sing wood. The guidelines state that the origin
of the wood must be regulated in the cont-

* The figures refer to production units at Billerud.

ract and that the rights of citizens must not
be infringed.

Approximately 42% of the total volume
purchased comes from FSC and/or PEFC-
certified suppliers, up on last year’s 35%.
Internal and external audits are carried out
annually to ensure that the company comp-
lies with the FSC and PEFC standards.

Billerud’s aim is to constantly increase
the amount of certified wood. Billerud Skog
currently buys in as much certified wood
raw material as is available on the market.
However, it takes time for private forest
owners to become certified. This is why
Billerud has started work aiming to help
small private forest owners to gain FSC
certification in a process known as umbrella
certification. The private landowners who
meet the FSC standard can become affiliated
to Billerud’s FSC certificate, thus gaining
certification.

Billerud has FSC and PEFC traceability
certificates covering Gruvon, Skérblacka,
Karlsborg and Billerud Skog.

MORE EFFICIENT ENERGY USE

The paper industry is energy-intensive
Billerud works actively to improve energy
efficiency and makes efforts to greatly
reduce dependence on fossil fuels. The aim
is to cease using fossil oil in manufacturing
processes in the long term.

Turning forest waste into energy
Today Billerud is approximately 60% self-
sufficient in electrical energy at full use of
capacity. About 95% of the heating energy
and internal electricity production is currently
based on biofuel from forest raw materials.
Energy comes primarily from combustion of
the black liquor and bark not used during
pulp production, and from external biofuel.
Billerud also helps to meet some of the
energy needs of its local communities. The
surplus heat from Gruvon and Skérblacka is
diverted from the processes to the district
heating network, equivalent to the energy
content of 16 000 m? oil.



Billerud and the environment
Future challenges

Short term

* Apply to renew environmental permit
(Skarblacka)

* Handle weak malodorous gases cost-
efficiently (Karlsborg)

Long term

* Further energy efficiency initiatives in stage
11l of the EU’s emission rights programme
2013

* Phase out fossil fuels entirely

* Use 100%-certified wood

FUEL CONSUMPTION 2010

Il Biofuel, 94.8%
Fossil fuel, 5.2%

Source: Billerud 2010

HEAT ENERGY* (EN 3)

2010 2009 2008

Biofuels:

Recovered liquor, GWh 5230 5360 5220
Bark, wood residuals, GWh 1700 1650 1670
Tar oil/tall oil, GWh 420 340 330

2010 2009 2008
Fossil fuels* 2:

0Oil, GWh 247 298 336
LPG, GWh 38 a1 38
Natural gas, GWh 115 108 104

2 Fuel consumption from transport and vehicles is not
included

ELECTRICAL ENERGY*

2010 2009 2008
Electricity purchased
for the manufacturing
process, GWh 822 777 767

Self-generated electricity, GWh 731 800 777

Due to a planned comprehensive maintenance review
of one of the Group's turbines, the amount of electri-

city purchased from external sources rose during 2010.

Efficiency improvements continue
Billerud was part of the Swedish Energy
Agency’s energy efficiency programme, PFE,
between 2004 and 2009. Here Billerud under-
took to invest in electricity saving measures
with a repayment period of a maximum of th-
ree years and introduced an energy manage-
ment system. The annual saving was 63 GWh.
Billerud’s energy efficiency improve-
ments are continuing. Work at the mills has
moved into a new survey phase, where

* The figures refer to production units at Billerud.
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additional efficiency improvements are being
identified and processes fine-tuned. This
year’s energy efficiency measures resulted in
savings of 11 GWh.

At Beetham too, located in the UK and
thereby not part of the PFE project, intensive
work is underway on energy efficiency
improvements. 2010 saw a new energy saving
heat exchanger installed in one water inflow.
It is planned that next year three older boilers
will be replaced with two new ones, so
improving energy efficiency.

CAREFUL CHECKING OF CHEMICALS
Manufacturing uses process chemicals such
as sodium hydroxide and sodium chlorate in
the cooking and bleaching processes.
Different additives and auxiliary chemicals
are also used. The cooking chemicals used
in the pulp manufacturing process can be
recycled more than 10 times.

All the chemicals are checked before
use regarding environmental risks, health
and safety and product safety. More environ-
mentally friendly chemicals are brought into
use as soon as this becomes possible.

In 2010 Billerud concluded its work on
registering all chemical substances manufac-
tured in the mills in line with the EU’s new
chemicals legislation, REACH, which seeks
to protect public health and the environment.
Work on safety under the REACH regula-
tions is being implemented and updated
safety data sheets for chemicals are being
drawn up. Billerud is primarily a user of
chemicals, known as a downstream user, and
as such has secure procedures for and docu-
mentation of how the chemicals are handled
at each facility. Current safety data must be
checked in terms of area of use and risk of
exposure for humans and the environment.

Billerud has worked to adapt its opera-
tions to the new legislation jointly with other
European pulp and paper mills. Testing,
compiling the results and registration have
been procured and carried out jointly, saving
tens of millions of Swedish kronor.

USE OF CHEMICALS* (EN 1)

2010 2009 2008
Chemicals, ‘000 tonnes 151 148 147

EMISSION LEVELS STABLE

Production at the mills results in various
kinds of emissions, the most important of
which are regulated by the mills’ permits
from the environmental courts. Billerud is
constantly working to reduce emissions,
including improving processes and purifica-
tion methods.

Emissions to air

With one exception, emissions to air were
below current criteria at all mills during
2010. The current criteria for dust from the
soda recovery boiler were marginally
exceeded at Skirblacka.

TARGET
Emissions of fossil CO, from the manufacturing
process per tonne of product will be cut by
15% between 2008 and 2013.

2010 2009 2008
Emissions of fossil 