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ADVEO ADMINISTRACION Y SERVICIOS, S.L. (Sole Shareholder Company)

Balance sheet to 31 December 2013
{All amounts are expressed in suros)

| ASSETS -, *, - Notes 2013 2012 |

| NON-CURRENT ASSETS 22,164,064 17,738,137 |
Intangible assets 5 927,886 13,885,435
Goodwll - 5,711,840
Client portfolio - 6,860,873
Brands - 200,000
Computer applications - 136,293
Industnal property 6,994 -
Current intangible fixed assets 920,892 913,853
Other intangible assets - 62,576
Tangible fixed assets 6 - 552,053
Land and buildings - 1,727
Technical installakons and other tangble fixed assets - 550,326
Long-term investments in subsidiaries and associated companies 7 21,228,455 2,744,725
Equity instruments 21,228,455 2,744,725
Long-term financial investments 7,723 7,962
Other financial assets 7,723 7,962
Deferred tax assets - 547,962

| CURRENT ASSETS 7,644,941 34,410,985 |
Inventory 9 - 5,794,252
Goods - 5,770,015
Advances to suppliers - 24,237
Trade accounts receivable and other receivables 3,700,427 19,504,793
Customer receivables for sale and services 8 1,138,000 15,812,051
8 and 1,532,707 1,643,699

Debt payable to subsidianes and associated companies 16

Sundry debtors 8 959,911 229,485
QOther Public Administration receivables 14 £69,809 1,819,558
Short-term investments in subsidiaries and associated companies 16 2,640,437 3,715,582
Other financial assets 2,640,437 3,715,582
Short-term accruals and deferrals 1,336 120,757
Cash and cash equivaients 10 1,302,741 5,275,601
Liquid assets 1,302,741 5,275,601

| TOTAL ASSETS 29,809,005 52,149,122 |
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ADVEO ADMINISTRACION Y SERVICIOS, S.L. (Sole Shareholder Company)

Balance sheet to 31 December 2013
(All amounts are expressed in euros)

| EQUITY AND LIABILITIES Notes 2013 2012 |

[EQUITY. """ .. . 27,342,033 26,329,048 |
CAPITAL AND RESERVES 27,342,033 26,329,048
Capital 11.1 2,024,388 2,265,566
Registered capital 2,029,388 2,265,566
Capital surplus 12 17,824,532 20,363,009
Income for year 3 3,787,640 3,717,942
Reserves and unallocated income 112 3,700,473 (17,4689)
Statutory reserve 371,794 -
Goodwll reserve 185,897 -
Unallocated incoma 3,142,782 {16,513)
Losses from previous years - (956)

. NON-CURRENT LIABILITIES - 2,234,001 |
Long-term personnal benefits 121 - 115,739
Long-term perscnne! remuneration - 116,739
Deferred tax habilities 14 - 2,118,262

. CURRENT LIABILITIES 2,466,972 23,586,073 |
Dabt payable to subsidiaries and associated companies 16 324,182 5,320,736
Loans to subsidianes 324,182 5,320,738
Trade accounts payable and other payables 2,142,790 18,265,337
Suppliers 13 7,505 13,602,034
Subsidiary suppliers 550,581 -
Sundry creditors 13 194,763 913,978
Personnel (salary payable) 13 126,000 532,933
Current tax habilities 14 1,178,865 2,190,184
Other Public Administration payables 14 85,076 1,026,208

| TOTAL EQUITY AND LIABILITIES 29,809,005 52,149,122 ;
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ADVEO ADMINISTRACION Y SERVICIOS, S.L. (Sole Shareholder Company)
Profit and loss statement for the fiscal year ended on 31 December 2013

(All amounts are expreased in euros)

{ Notes 2013 2012(%) |
CONTINUING OPERATIONS
Net turnover 151 7,858,052 62,691,866
Sales - 54,765,883
Service-provision 7,858,052 7.925,983
Work by company for its assets 5 - 710,493
Supplies 152 - (38,494,858)
Other operating expenses 1,449,370 75,720
Personnel expensas (359,566) (6,991,492)
Wages, salanes and similar expenses (214,717  (5,235,228)
Social securty contributions 153 (144,849) (1,756,264)
Other operating expenses (4,163,822) (10,474,310)
External services 154 (4,193,822) (10,448,223)
Taxes - (21,007)
Loss, imparment and changes 1n provisions for commercial operations 8 (5.080)
5 and (3,132) (1,056,774)
Depreciation of fixed assets 6

Other expenses (899) -

! INCOME FROM CONTINUING OPERATIONS 4,750,012 6,460,643 |
Financial revenues 15.5 42,756 46,921
Loans with subsidiaries and associated companies 42,756 46,921
Financial expenses 156 (42,943) (14,458)
Debt payable to subsidianes and associated companmes {42,943} (14,458)
Exchange differences 157 194,437 (72,100)
Impairment and income from disposal of financial instruments 7 30,000 (522,081)
impairment and losses 30,000 (522,081)

| FINANCIAL INCOME 224,250 {(561,718) |

| INCOME BEFORE TAXES 4,974,262 5,898,925 |
Income tax 141 (1,186,622)  (2,180,983)

[ INCOME FOR THE YEAR FROM CONTINUING OPERATIONS 3,787,640 3,717,942 |

| INCOME FOR THE FISCAL YEAR 3 3,787,640 3,717,942 |

(*) Re-expressed (Note 2-b)
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*) ADVEO ADMINISTRACION Y SERVICIOS, S.L. (Sole Shareholder Company)
Statement of changes in equity for the year ended on 31 December 2013
(All amounts are expressed in euros)

A) Statement of recognised revenues and expenses for the year ended on 31 December 2013

I . Notes 2013 2012 !
I INCOME FROM THE PROFIT AND LOSS STATEMENT 3 3,787,640 3,717,042}
| TOTAL REVENUES AND EXPENSES RECOGNISED DIRECTLY IN EGUITY - -}
[ TOTAL TRANSFERS TO THE PROFIT AND LOSS STATEMENT . - -
' TOTAL RECOGNISED REVENUES AND EXPENSES 3,878,640 3,717,942 |

ADVEO ADMINISTRACION Y SERVICIOS, 5 LU

Annual Accounts and Management Report Fiscal Year 2013
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ADVEO ADMINISTRACION Y SERVICIOS, S.L. (Sole Shareholder Company)

Cash flow statement for the fiscal year ended on 31 December 2013
(All amounts are expressed in thousands of euros)

| Notes 2013 2012 |
CASH FLOWS FROM OPERATING ACTIVITIES
Fiscal year's income before taxes 4,974,262 5,898,925
| Adjustments to income {26,681) 1,871,769
Depreciation of fixed assets 5 %"d 3132 1,056,774
Dividends and financial revenues 157 {42,756) (46,921)
Financial expensas 158 42,943 86,558
Provision activity 12 - 253,277
Impasrment losses 7 {30,000) 522,081
Changes in working capital 1,873,752 (9,206,001}
Inventory - (928,244)
Accounts receivables and cther receivables (312,947) (4,812,905)
Other current assets (1,336) {3,761,728)
Accounts payables and other payables 2,188,035 296,876
Other cash flows from operating activities (2,197,841) (884,720)
Payments of interest - (14,458)
Collection of interest - 46,921
Collections (payments) for income taxes (2,197,941)  (917,183)
i CASH FLOWS FROM OPERATING ACTIVITIES 4,623,392 (2,320,027}
CASH FLOWS FROM INVESTMENT ACTIVITIES

| Payments for investments (17,165) (1,125,965)
Intangible fixed assets 5 (17,165) (1,082,412)
‘ Tangibte fixed assets - (35,581)
‘ Other financial assets - (7,962}

\
Collections / (Payments) from disinvestments and business combinations (4,699,708) 29,936
Intangible fixed assets 5 - 29,936
Financial fixed assets 169 -

Net cash incomings / (outgoings) for business combinations or disposal of

businesses

1 (4,699,877)

" CASH FLOWS FROM INVESTMENT ACTIVITIES (4,716,873)  (1,096,029) |

CASH FLOWS FROM FINANCING ACTIVITY

Cash raceipts and payments for debt instruments

Issue / (Repayment)
Debt payable to subsidianes and associated companies (3,879,378) 5,320,736
| CASH FLOWS FROM FINANCING ACTIVITIES (3,879,379} 5,320,736 |
| NET INCREASE / DECREASE IN CASH OR CASH EQUIVALENTS (3,972,860) 1,904,680 |
Cash or cash equivalents at the beginning of the fiscal year 10 5,275,601 3,370,921
Cash or equivalents at the end of the fiscal year 10 1,302,741 5,275,601
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ADVEO ADMINISTRACION Y SERVICIOS, S.L. (Sole Shareholder Company)
Notes to the financial statements for the fiscal year ended on 31 December 2013

1. COMPANY ACTIVITY

ADVEO ADMINISTRACION Y SERVICIOS, SL U (hereinafter the Company) 1s a Limited Company
with 1ts registered office at Avenida de los Artesanos, 28, Tres Cantos (Madrid) The Company has its
address for tax prposes at 11 Old Jewry, London, United Kingdom

The Company was incorporated in Madrid, with the inihal name of Peak Gold, S LU on 22 November
2010, under the control of a Sole Shareholder 1n Spain, and sold to the English company Spicers
Limited on 3 October 2012, then changing its name to SPICERS ADMINISTRACION Y SERVICIOS,
SLU

On 2 December 2012, a capital increase was made by contnbution of non-monetary assets In the
amount of €326,674, by means of an capital surplus of €2,940,062 The exchange value of the new
shares acquired by Spicers Limited as sole shareholder consisted in the non-monetary contribution of
a line of business consisting of assets and liabilmes located in Spain and dedicated to the purchase
and sale, import and export of stationary and office supplies

On the same day, the same combination of assets and the commercial activity in Spain was spht and
furnished at a reasonable value to SPICERS ESPANA, S L (Sole Shareholder Company), previously
acquired by the Company for an amount of €3,000, SPICERS ADMINISTRACION Y SERVICIOS,
S LU taking 100% of ts company shares for an amount of €3,266,736 (Note 7

On 12 December 2012, a second capital increase was made by contribution of non-monetary assets
In the amount of €1,935,882, by means of a capital surplus of €17,422,947 (Note 5 1) The exchange
value of the new shares acquired by the Sole Shareholder consisted In the non-monetary contribution
of a line of business located In ltaly and operated as a branch (permanent establishment in Italy),
called SPICERS ITALIA This line of business consists of assets and habilties dedicated to the
purchase and sale, import and export of stationary and office supplies

Subsequently, on 29 December 2012, the Company was sold by Spicers Limited to ADVEO GROUP
INTERNATIONAL SA in the context of a sale transacton between ADVEO GROUP
INTERNATIONAL, SA as buyer and DS Smith as seller by means of which ADVEQ GROUP
INTERNATIONAL, S A purchased 100% of the continental Europe business of Spicers

On 31 December 2012, the Company’s name was changed to “Adveo Administracion y Servicios,
sLV

Duning the 2013 financial year, the following events occurred, which substantially changed the activity,
the volume of business and the net assets of the Company

ADVEQ ADMINISTRACION Y SERVICIOS, S LU
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a) Contribution of equdy instruments in Spicers ltala subsidiary) split from Adveo Adrministracién
Servicios S L and acquisition of holding in Adveo Itahia, SR L

On 28 February 2013, with effect in the accounts on 1 January 2013, the subsidiary In italy was splt,
and remitted as a non-monetary contnbution to the company Adimpo ltaha, SR L for its net book
value at 31 December 2012 Adveo Administracion y Servicios, S L subscribed 100% of the increase
in capital carried out by Admpo ltaha, S RL At the same time, Adimpo Italia completed an undue
merger on the shares of Spicers Italia, giving rise to the company Adveo ltalia, S R L, in which Adveo
Administracién y Servicios holds 95% of the share capital, the other, minority shareholder, holding 5%,
being Adveo Group International, S A The merger plan was certified on 4 February 2013 and was
duly registered in the Companies Register in Italy on 27 February 2013 As a consequence of the said
contribution of branch of actwity, the following effects arosed in the equity and net assets of Adveo
Administracién y Servicios, S L (Sole Shareholder Company)

- Acquisition of holding in Adveo Italia, SR L, for 95% of s shares, valued at €21,228,385,
applying the accounting rules currently in force

- Decrease In assets and liabilities contnbuted by the ltalian subsidiary which had contributed
the branch of activity spiit from Spicers ltalia

The consequence of all of the above was the dissolution, without hiquidation, of the subsidiary In Iltaly
of Spicers Admnistracién y Servicios, S L U, Sole Shareholder Company

The accounting effect associated with this non-monetary contribution 1n favour of Admpo ltalia, SR L
and the acquisttion of holdings (95%) in the new Adveo Italia, S R L was as follows

| NON-CURRENT ASSETS 14,071,597 |
Intangible fixed assets 12,971,582
Intangible fixed assets 552,053
Deferred tax assets 547,962

| CURRENT ASSETS 29,660,632 |
inventory 5,794,252
Trade accounts receivable and other receivables 16,338,602
Short-term investments in subsidianes and associated companies 2,707,144
Short-term accruals and deferrals 120,757
Cash and cash equivalents 4,699,877

| TOTAL ASSETS 43,732,029 |

| NON-CURRENT LIABILITIES 2,234,001 |
Long-term personnel benefits 115,739
Deferred tax liabilities 2,118,262

ADVEO ADMINISTRACION Y SERVICIOS, S.L.U
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{ CURRENT LIABILITIES 20,269,843 |

Debt payable to subsidianes and associated companies 2,749,361
Trade accounts payable and other payables 17,520,482
| TOTAL LIABILITIES 22,503,844 |
! TOTAL NET ASSETS CONTRIBUTED (21,228,385) |

b) Contribution of equity instruments in Spicers Espana, S L. [Sole Shareholder Company) split from
Adveo Administracién y Servicios, S L_{Sole Shareholder Company)

On 28 November 2013, Adveo Group International, S A , Sole Shareholder of Adveo Administracion y
Servicios SL (Sole Shareholder Company) approved the plan for the partial demerger of the
economic distnbution unit in Spain operated through the company Spicers Espana, SL (Sole
Shareholder Company), ownership of which corresponded to Adveo Administracién y Servicios, S L
(Sole Shareholder Company) and subsequent merger by takeover of Spicers Espafa, SL (Sole
Shareholder Company) with Adveo Espafia, S A (Sole Shareholder Company) as acquiring company
By virtue of that operation, Adveo Administracidn y Servicios parted with its holding In Spicers Espana,
SLU, by means of a decrease in capital and premium for amounts of €236,178 and €2 538,477
respectively (total of €2,774,655 K, equivalent to the cost of the holding of 100% n the share capital of
Spicers Espafa, SLU)

The Group company ADVEOQO ESPANA, SA (Sole Shareholder Company), by way of unwersal
succession, acquired all the elements making up the assets and liabiities of the acquired company,
without any Increase In capital occurnng within ADVEQ ESPANA, SA (Sole Shareholder Company)
Said operation was acquired under the tax neutrality arrangement governed in Chapter VIl of Title VII
of the LIS, the corporation tax act

The aforementioned plan for demerger and subsequent merger was approved on 30 June 2013 by the
Administrators of the companies involved

As a consequence of all of the above, the dissolution occurred, without liquidation, SPICERS
ESPANA, S L U, Sole Shareholder Company

The aforementioned operation satisfies the requirements to be categonsed as a merger under the
terms provided for in Article 83 1 of the LIS, this also coming under the tax neutrality arrangement
governed In Chapter VIII of Title VIl of the cited legislation The corresponding deed of demerger was
submitted to the Companies Register of Madnd on 30 December 2013, being duly registered in that
Register on 28 February 2014

Both plans for demerger of the interest and subsequent merger with Adveo Espana, SA (Sole
Shareholder Company) of the assets and habiliies relating to the branch of activity in Spain, and for
the

ADVEO ADMINISTRACION Y SERVICIOS, S LU
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The accounting treatment applicable to this type of operation between subsidiaries for non-monetary
contributions of a business to a subsidiary consists of valuing the assets handed over for their book
value In the consolidated annual financial statements of the Group 1n Spain The date for accounting
purposes of the operations described above 1s 1 January 2013

The Company also owns 50% of the share capital of the English company NEW INCCO 1136, Ltd.
Said company was Incorporated by the Company along with the other Shareholder holding 50% 1n this
company, Spicers Ltd, n December 2012 with share capital of £100, the investment by the Company
therefore being €70 (Note 7) The company activity 15 IT support ot the Spicers Group in Continental
Europe and the United Kingdom

Currently, the Company's activity consists of a 95% holding in the shares of Adveo ltalia, SRL,and
management of purchases and relations with suppliers for all of Spicers’ business i Continential
Europe

The Company Is part of the group of companies headed up by ADVEQ GROUP INTERNATIONAL,
SA (Grupo ADVEQ), with its registered office at Tres Cantos (Madrnd) In accordance with the
provisions of Article 43 of the Commercial Code, the Company 1s exempt from the obligation to
prepare consolidated annual financial statements, since it satsfies the requirements provided for in
the aforementioned article

ADVEOQ ADMINISTRACION Y SERVICIOS, S LU
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2 BASIS FOR THE PRESENTATION OF THE ANNUAL FINANCIAL STATEMENTS

The annual financial statements were drawn up In accordance with the General Accounting Plan
approved by the Royal Decree 1514/2007 of November 16, which was amended by the Royal Decree
1153/2010 of September 17, and with other corporate legislation in force

The annual financial statements have been formulated by the Company's Sole Administrator to be
submitted to the Sole Shareholder for approval, they are expected to be approved without changes

The figures included In the annual financial statements are expressed In euros, unless otherwise
indicated

a) True and fair view

The annual financial statements were prepared based on the Company's subsidiary account books
and in comphiance with the prevailing accounting regulations In order to present a fathful depiction of
the Company's net worth The cash flow statement was prepared in order to provide an accurate
picture of the source and application of the monetary flows representing the Company's cash and
cash equivalents

b) Comparative information

in compliance with legislation on companies, for the purposes of companson with each of the entries
on the balance sheet, profit and loss statement, statement of changes to equity and statement of cash
flows, In addition to the figures for the 2013 fiscal year, the figures corresponding to the previous
financial year are presented The notes to the financial statements also include quantitative
information for the previous year, unless specifically deemed unnecessary by an accounting standard

As indicated in Note 1, in the 2013 fiscal year, Spicers' branch of business in ltaly was transferred to
Adimpo ltalia, by way of a non-monetary contribution, the corresponding assets and habilities
remaining In the newly-created company Adveo ltala SR L, n which Adveo Administracidn y
Servicios holds 95% Given that the said contribution 1s backdated in the accounts to 1 January 2013,
the profit and loss statement for the 2013 fiscal year does not include the operations of the business in
ltaly, the anly transactions being those corresponding to the business of the centralised management
of European volume discounts for the Spicers business of the Adveo Group and holding company
shares In Adveo Italia, S R L indicated in Note 1 above On comparing the figures corresponding to
the 2013 fiscal year included I1n these annual financial statements with those carresponding to the
2012 fiscal year, this situation must be taken into account

After approval of the financial statements for the 2012 fiscal year, the Company noted that within the
net amount of turnover for that fiscal year of €62,691,866, an amount of €54,765,883 corresponded to
sales made by the ltalian subsidiary, whifst the amount of service-provision, mainly corresponding to
re-billing of management costs incurred by the Company for other companies n the Adveo Group,
totalled €7,925,983 Therefore, the comparative information corresponding to the annual financial
statements for the 2013 fiscal year has been re-expressed, without any impact on the total amount of
net turnover or income or Equity of the Company
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c) Critica! aspects in relation to the measurement and estimation of uncertainty

In preparing the Company's annual financial statements, the Sole Administrator made some estimates
in order to assess the value of certain assets, liabilities, revenues and expenses, and to break down
the contingent liabiliies These estimates are based on the best information available at the end of the
year However, given therr inherent uncertainty, there 1s a nsk that prospective adjustments to therr
value may arise in future years

The key assumptions about the future and other relevant data about estimating the uncertainty at the
end of the year which carry a nsk of significant changes in the value of assets and liabilihes in the next
year are as follows

Impairment of non-current assets

Non-current assets other than financial assets are valued on the basis of estimates in order to
determine their fair value for the purpose of assessing possible impairment To determine far value,
the Sole Administrator estimates the future cash flows expected from the assets or the cash-
generative units they belong to, using an appropriate discount rate to calculate the current value of
those cash flows Note 52 includes an analysis of the scenarios used at the end of the 2012 fiscal
year as evidence of imparment concemming the Cash-Generative Unit representing the distribution
business transferred to Adveo Italia, SR L

With regard to the investments in subsidiaries and associate companies, when cash flow discount 1s
not considered appropriate, the recoverable value of those investments Is determined by the investee
compantes’ equity adjusted to any unrealised capital gains existing at the measurement date Note 7
includes an analysts of the scenarios applied n the analysis of impairment of the financial investment
in Adveo ltalla, S R L at the end of the 2013 fiscal year, once the branch of activity which the italian
subsidiary was managing has been transferred to the company Adveo [ltaha, S RL in which Adveo
Administracién y Servicios, S L U holds an interest of 95%

As at 31 December 2013 and 2012, no impairment in non-current assets was identfied

Taxation

Under current tax legislaton applicable to the Company (Note 14), tax settlements cannot be
considered final until tax returns submitted have been audited by the tax authonties or the statute of
imitations period has elapsed According to the Company's Administrators and tax advisers, there are
no contingencies which could result in the additon of significant liabilities to the ones registered in the
balance sheet enclosed
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3. DISTRIBUTION OF INCOME

The proposed distribution of income for the 2013 fiscal year, formutated by the Sole Administrator and
which s expected to be approved by the Sole Shareholder, 15 the following

2013

Basis for distribution

Profit and loss statement balance (profits) 3,787,473
Totai 3,787,473
Distribution

Tao statutory reserve 405,327

To voluntary reserves 3,382,146
Total 3,787,473

3.1 Restrictions on distribution of dividends

The Company 1s required to use 10% of the profits for the fiscal year to set up the statutory reserve,
until this reached at least 20% of the share capital Whilst this does not exceed 20% of the share
capital, this reserve may not be distributed to the Sole Shareholder {Note 11 3)

Once the requirements provided for in Law or the articles of association have been satisfied, dividends
may be distnbuted from the profits for the fiscal year, or reserves for free disposal, if the value of the
equity 1s not, or as a consequence of the distribution, does not prove less than the share capital To
this end, profits charged directly to the equity may not form the subject of distribution, either direct or
indirect Any losses from previous fiscal years which mean that this Company equity value 1s less than
the share capital figure, the profit shall be used to offset those losses

Up to the end of the 2012 fiscal year, the Company had to have a reserve not for disposal eguivalent
to the goodwill featuring in the assets cf the balance sheet in relation to Adveo's distnbution business
in Italy, an amount of the profit representing at least five per cent of the said goodwill amount being
used for this purpose If there i1s no profit, or iIf any profit proves insufficient, reserves for free disposal
shall be used As at 31 December 2012, the Company had in its assets goodwiil for an amount of
€5,711,840

After the contribution of the branch of activity to Adveo Italla, SRL sad goodwill 1s implicitly
represented In the cost of the holding concerning this company However, on removal from the
balance sheet along with the remainder of the net assets contnbuted to Adveo ltalla, SR L (Note 1)
the Company i1s exempt from keeping the said reserve on its balance sheet
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4, RECOGNITION AND MEASUREMENT STANDARDS

The main recognition and measurement standards used by the Company in the making of this annual
financial statements are the following

41 Intangible assets

The initral value of intangible assets 1s determined by their cost, whether 1t be its acquisition price or
production cost The cost of intangible fixed assets acquired through business combinations is thesr
fair value on the date of acquisiticn

After initial recognition, intangible assets are valued at therr cost less any accumulated amortization
and any registered accumulated impairment losses, If applicable

The useful Iife of each intangible asset I1s assessed as either definite or indefinte

Intangible assets which have a defintte useful life are systematically amortised on a straight-line basis,
according to their estmated useful life and their residual value The Company reviews the amortisation
methods and periods at each fiscal year end and makes any necessary prospective adjustments At
least at each fiscal year end, the assets are reviewed for indicators of impairment If any such indicator
exists, the asset's recoverable amount 1s estimated and the needed value adjustments are made

Intangible assets with an indefinite useful Iife are not amortized and, at least annuatly, are subject to
an anailysis of therr possible impairment The presumption that the useful life of these assets Is
indefinite 1s reviewed annually

Goodwill

Goodwill 1s intially valued, at the time of acquisition, at its cost, this being the surplus of the cost of the
business combination with regard to the farr value of the identifiable assets acquired, minus the
liabilities incurred

Goodwill is not amortised Instead, the cash-generating unit to which the goodwill was allocated to in
the date of acquisition Is reviewed, at least annually, to test its possible value impairment If impaired,
the corresponding value adjustment is registered

Value adjustments due to goodwill impairment cannot be reversed in subsequent years
Client portfolio

The far value of the client portfolios acquired as a result of the business combination referred to i
Note 5 1 of the report 1s valued using the Multi-penod Excess Earnings method, which i1s based on
calculation of discount of cash flows from future economic profits attributable to the chient base, after
elimination of the tax expenses entalled by their generation In order to estmate the remaining useful
life of the client base, the average duration of relations with the said clients I1s analysed This duration
was estimated at between 8 and 15 years

The client portfolio was transferred in the 2013 fiscal year because of the contribution of the branch of
activity to Adveo Italia, S R L (Note 1)

Trademarks
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The fair value of the trademarks acquired as a result of the combinatton of businesses referred to In
Note 51 of the report 1s value using the Relief-from-royalty method According to this method, the
value of the assets 1s determined by capitalising the royalties which are saved due to holding
intellectual property The royalties saving is determined by applying a market royalty rate (expressed
as a percentage of ncome) to the future iIncome anticipated with the sale of the product associated to
the intangible asset For trademarks acquired in the combination of businesses referred to in Note 5 1
of the report, this percentage varies between 0 6 and 1%

An indefinte useful life has been envisaged, therefore, these assets are not amortised Instead, the
cash-generating unit to which the goodwill was allocated to In the date of acquisition 1s reviewed, at
least annually, to test its possible value impairrment If impaired, the corresponding value adjustment i1s
registered

The trademarks were transferred in the 2013 fiscal year because of the contribution of the branch of
activity to Adveo ltalia, S R L {Note 1)

Computer applications

This section includes the costs Incurred in connection with the computer applications developed by the
Company itself which satsfy the conditions set out above for activation of development costs, along
with the costs of those acquired from third parties These are amortised using the straight-ine method
throughout their estimated useful Iife of 10 years

The expenses of own pesonnel who have worked on development of computer applcation are
included as the greater cost of the same, with payment under "Work carried out by the company for its
assets" on the profit and loss statement

Maintenance expenses and repairs that do not entail an increase of the asset's useful life are included
1n the Income statement (n the year in which they are incurred

42 Tangible fixed assets

The inmial tangible fixed assets i1s determined by ther acquisition or production cost The cost of
tangible fixed assets acquired through business combinations is ther far value on the date of
acquisition

After initial recognition, tangible fixed assets are valued at therr cost less any accumulated
depreciation and any registered accumulated impairment losses, if applicable

Maintenance expenses and repairs that do not entail an increase of the asset's useful Ife are included
in the income statement in the year in which they are incurred Renovation, expansion or
improvements expenses that increase the productive capacity or extend the usefu! Iife of the goods
are capitalised In this case, the carrying amounts of the substituted tems are dismissed

The depreciation of tangible fixed assets 1s done on a straight-ine basis, from the moment they are
available to start working throughout their estimated useful Iife

The estimated years of useful Iife for the various intangible fixed assets are as follows

ADVEO ADMINISTRACION Y SERVICIOS, S LU

Annual Accounts and Management Report. Fiscal Year 2013
Page 15/51




Years of useful life

Buildings a3
Technical installations and other tangible fixed assets 10

At each fiscal year end, the Company reviews the residual values, useful ives and depreciation
methods of the tangible fixed assets and makes any necessary prospective adjustments

At least at the end of the year, the Company assesses If there are any signs of impairment to tangible
fixed assets If such signs are found, an estmation of the recoverable amount 1s made The
recoverable amount s the higher of an asset's far value less the cost of sale and s value in use
When the carrying amount Is higher than the recoverable amount there 1s imparrment loss The value
in use 1s the present value of the future cash flows expected to be derved from an asset, using a risk-
free market interest rates, adjusted for the specrfic nsks associated with the asset

Impairment loss and its reversal are recognised In the income statement Impatrment loss 1s reversed
when the circumstances giving nise to it cease to exist, except where 1t relates to goodwil The
reversal of an impairment 1s imited to the carrying amount the asset would have had no impairment
loss been previously recognised

In the 2013 financial year, the Company’s fixed assets were transferred because of contribution of the
branch of activity to Adveo ltalla, SR L (Note 1)

43  Leases
A contract can be classified as a capital lease when it 1s deduced from its conditions that all risks and

benefits inherent to the ownershup of the asset 1n question are substantially transferred to the lessee
Otherwise, the contract 1s classified as an operating lease

The Company as lessee

Operating lease payments are registered as expenses in the income statement when they occur

44 Financial assets

Recognition and measurement

Loans and receivables

Registered under this category are the loans for trade and non-trade operations, including the financial
assets that have fixed or determinable payments, are not traded in an active market, and for which all
the payment made by the Company I1s expected to be recovered except, where applicable, for reasons
chargeable to debtor solvency

Upon wnitial recognition in the balance sheet, they are recognized at therr far value, which, unless
there 1s evidence to the contrary, 1s the transaction price, which i1s equivalent to the fair value of the

consideration paid plus any directly attributable transacticn costs

After the inhial recognition, these financial assets are valued at amortized cost
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Nevertheless, trade recevables which mature within a year and with no contractual interest rate,
employee loans and advances, dividends receivable and capital calls on equity instruments expected
to be received in the short term are carried at face value, since the effect of not discounting the cash
flows 15 not matenal

Investment n the equity of companies in the group, joint ventures and associates

This includes equity investments in entiies 1n which the Company exercises control {subsidiaries),
joint control through statuary or contractual arrangements with one or more partners {jointly controlled
entities), or over which the Company has significant influence (associates)

Upon Initial recognition on the balance sheet, they are recognized at therr fair value, which, unless
there I1s evidence to the contrary, Is the transaction price, which is equivalent to the fair value of the
consideration paid plus any directly attnibutable transaction costs

Investments In subsidianies are made, when applicable, taking into account the standards included 1n
the regulations pertaining to ntra-group operations (Note 4 14), as well as the standards for
determining the cost of the established combination stated in the regulations pertaining to business
combinations (Nota 4 13)

When an investment 1s classified as an investment in a subsidiary, joint venture or associate, the cost
of the investemtn 1s deemed to be the asset's recognized carrying amount immediately before
obtaining that classification Where approprrate, the previously recognized value adjustments
associated with the investment in question are carried In equity unti! the investment I1s etther sold or
impaired

The preemptive subscription nght and similar acquired amounts are included in the initial value

Following nitial recognition, these financial assets are stated at cost, less any accumulated
impairment loss, when applicable

In case of the sale of preemptive subscription nights or similar, or their segregation in order to exercise
them, the carrying value of the respective assets will be reduced by the cost of the nghts

Cancellation

Financial assets are derecognized from the balance sheet when the contractual nghts to the related
cash flows have expired or when the assets are transferred, provided that substantialiy all the rnisks
and benefits inherent to ownership are transferred

If the Company has neither transferred nor retained substantially all the nsks and benefits of the
financial asset, the financial asset 1s derecognized when 1t does not confer control If the Company
retains cantrol of the asset, it continues to recognize 1t at the amount of its exposure to changes in the
fair value of the transferred asset, 1 e to the extent of its continuing involvement, and recognizes the
related hability

The difference between the net consideration received from attnibutable transactions costs, taking into
account any new asset acquired less any liability assumed, and the carrying amount of the transferred
financial asset plus any accumulated amounts directly recognized in equity, determines the related
gain or loss and 1s recognized in the income for the year

interests and dividends receved on financial assets
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Interest and dividends from financial assets accrued after acquisition are recognized as income on the
profit and loss statement Interest is recognized using the effective interest rate method and dividends
are recognized when the night to receive payment is established

For these purposes, upon initial valuation of the financial assets, the explict unmatured interest
accrued at the time and the dividends stipulated by the competent body up to the time of acquisition
are recognized independently based on therr matunty Explicit interest refers to the contractual interest
rate applied to the financial instrument

Likewise, when the divtdends paid come unequwvocally from earnings obtained prior to the acquisition

date because they exceed profits generated by the investee since the acquisition, they are not
recognized as income but, rather, are deducted from the carrying amount of the investment

45 Impairment of financial assets

The Company adjusts the carrying amount of financial assets aganst the profit and loss statement
when there 1s objective evidence of impairment loss

To determine impairment loss, the company assesses the potential loss of both individual assets and
groups of assets with similar sk characteristics

Debt instruments

There 1s objective evidence of impawrment of debt instruments (1 @ accounts receivable, debt clams
and debt securihies) when, after initial recognition, an event occurs with a negative impact on s
estimated future cash flows

The Company recognizes as impaired (doubtful} assets those debt instruments for which there 1s
objective evidence of imparrment, namely the existence of bad debts, default, refinancing and the
existence of data that evidence that the agreed future flows may not be collected in full or that there
may be a delay in collection

In the case of the financial assets valued at ther amorhized cost, the imparment loss equals the
diference between its carrying amount and the current value of the estimated future cash flows, less
the effective interest rate on intial recognitton For variable-rate financial assets, the effective interest
rate prevailing at the date of closure of the annual accounts 15 used For trade account receivables
and other recewvables, the Company recognizes as doubtful assets those outstanding balances
matured over six months which offer no security regarding their collection and the outstanding
balances of companies undergaing insolvency proceedings

The reversal of impairment is recognized in the income statement and 1s imited to the carrying amount
that would have been recognized at the reversal date had no impairment loss been recognized for the
asset
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Equity instruments

There 1s objective evidence of impairment of equity instruments when, after inial recognition, an event
or combination of events occurs with the result that the carrying value will not be recovered due to a
prelonged or signficant decline n their fair value

In the case of equity instruments valued at cost, such as the investments in subsidiaries, joint ventures
and associates, the impairment loss Is calculated as the difference between the carrying value and the
recoverable amount, which 1s the higher of the fair value less the cost of sale and the present value of
the future cash flows ansing from the investment Except where there is better evidence, the
impairment Is estimated taking account of the investee company's equity adjusted for any unrealized
capital gain existing as of the measurement date

The reversal of impairment loss I1s recognized in the income statement and 15 limited to the carrying
amount that would have been recognized at the reversal date had no imparrment loss been
recognized for the asset, in the case of investments 1n subsidianies, joint ventures and associates

46 Financial habilities
Classtfication and measurement
Accounts payable

This includes financial habiliies generated by the purchase of goods and services ansing from the
Company's trade transactions and charges from non-trade transactions that are not dervative
instruments

Upon i1nhial recognition in the balance sheet, they are recognized at therr far value, which, unless
there 1s evidence to the contrary, 1s the transaction price, which i1s equivalent to the farr value of the
consideration received plus any directly attributable transaction costs

After intial recognition, these financial habilities are recognized at amortized cost Accrued interest s
recognized 1n the income statement using the effective interest rate method

Nevertheless, trade receivables which mature within a year and with no contractual interest rate, as
well as amounts due to third parties for capital calls expected to be paid in the short term are carned at
face value, since the effect of not discounting the cash flows 1s not material

Cancellation
Financial fiabilities are retired when the related obligation 1s extinguished

When the Company and a lender exchange a debt instrument for another on substantially driferent
terms, the onginal financial liability 1s derecognized and the new financial hiability 1s recogruzed
Substantial modrfications in the terms of an existing financial hability are treated in the same way

The difference between the carrying amount of the financial hability or the part of the financial hability
that Is retired and the consideration gwen, including the attributable transaction costs and any asset
transferred other than cash or assumed lability, 1s recognized In the income statement in the year in
which it occurs
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When a debt instrument 1s exchanged for another and the terms are not substantially different, the
onginal hability 1s not derecognized and any fees paid are recognized as an adjustment to its carrying
value The new amortized cost of the financial hability 1s determined using the effective interest rate,
1e the rate that matches the carrying amount of the financial iability at the date of modification with
the cash flows payable under the new terms

For these purposes, the terms of the contracts are considered substantially different when the lender
Is the same one who provided the imimal loan and the present value of the cash flows of the new
financial hability, including net fees, differs at least by 10% from the present value of the cash flows
payable of the oniginal financial hability, being both adjusted to the interest rate of the original hability

47 Cash and cash equivalents

This heading includes cash on hand, current accounts, short-term deposits and the temporary
acquisition of assets which meet all the following criteria

- They are convertible to cash
- They mature within less than three months from the acquisition date
- They are not subject to a significant nsk of change in value

- They are part of the Company's standard cash management strategy

48 Provisions and contingencies

Liabilites of an undetermined amount or cancellation date are recognized n the balance sheet when
the Company has a present obligation (derived from law, a contract, or an implicit or tacit commitment)
as a result of past events and it 1s considered likely that a quantifiable outflow of resources will be
required to settle the obligation

Provisions are measured at the present value of the best possible estimate of the amount required to
settle the obligation or transfer it to a third party, and adjustments anising due to updating the provision
are recognised as a financial expense as they accrue Provisions maturing within a year or less that
do not have a matenal financial effect are not discounted

Provisions are reviewed at each balance sheet closing date and adjusted to reflect the best present
estimate of the related hability at the time

The fees receivable from a third party at the time of settlement of the provisions are recognised as an
asset and they are not deducted from the provision amount, as long as there are no doubts
concerning their collection and as long as they do not exceed the amount of the recognised ltability
When there 1s legal or contractual binding agreement to externalise the nsk, in which case the
Company 1s not obliiged to answer for it, the amount of the fee concerned 1s deducted from the
provision amount
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49 Income tax

Income tax expense for the year is calculated as the sum of the current tax resulting from applying the
corresponding tax rate to taxable income for the year, less any applicable rebates and tax credits, and
the changes during the year in recognised deferred tax assets and llablites The corresponding tax
expense 1s recognised In the income statement, except when 1t relates to transactions recognised
directly in equity, in which case the corresponding tax expense I1s also recognised in equity, and in the
inhial accounts of business combinations, #t 1s recognised as another equity tem of the acquired
business

Deferred income tax 1s recognised on all existing tming differences at the balance sheet date between
the tax bases of assets and habiliies and their carrying amounts The tax basis of an asset or hability
1s the amount attnbuted to it for tax purposes

The tax effect of iming differences 1s included, as appropniate, in “Deferred tax assets” or “Deferred
tax labilities™ in the balance sheet

The Company recognises deferred tax labilities for all taxable uming differences, except where
disallowed by prevailing legislation

The Company recognises deferred tax assets for all deductible timing differences, unused tax credits
and unused tax loss carryforwards to the extent that it 1s probable that future taxable profit will be
avallable against which these assets may be utiised, except where disallowed by prevailling
legislation

In business combmnations n which no deferred tax assets were recognised separately in the instial
accounts because they did not meet the criteria, the deferred tax assets recognised within the
measurement period and coming from information about facts and circumstances existing at
acquisiton will entall an adjustment in the related goodwill After the above-mentioned valuation
penod, or f they arose from facts and circumstances which did not exist at acquisition, they will be
recogmsed against Income or, If required by regulations, directly in equity

At each fiscal year end, the Company assesses the deferred tax assets recognised and those that
have not yet been recognised On the basis of that assessment, the Company retires previously
recognised assets if they are no longer likely to be recovered, or recognises any deferred tax assets
not recognised previously where 1t i1s likely that future taxable profit will be available against which
these assets may be utilised

Deferred income tax assets and liabilities are recognised at the tax rates that are expected to apply at
the time of the reversal based on prevailing laws and on the basis of reasonable expectations of
recovering the deferred tax asset or settling the deferred tax hability

Deferred tax assets and liabilities are not discounted and are classified as non-current assets and
labilities, regardless of the expected date of realisation or settlement

410 Classification of current and non-current assets and labilities

Assets and habilties are classified in the balance sheet as current or non-current  For these
purposes, assets and liabilites are classified as current when they are associated with the Company's
normal operating cycle and it 1s expected that they will be sold, consumed, realized or settled within
that cycle, if they differ from the aforementioned assets, and are expected to mature, to be sold or
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settled within one year, If they are held for trading or are cash and cash equivalents whose use 1s not
restricted for more than one year Otherwise, they are classified as non-current assets and habilities
411 Revenues and expenses

Revenues and expenses are recognised in accordance with the accrual principle when they arise,
regardless of when actual payment or collection occurs

Revenues from sales and the renderning of services

Revenues are recognised when 1s i1s hkely that the Company will receive the benefits and the financial
returns ansing from the transaction and the amount of the revenues and of the ¢osts incurred or to be
incurred can be reliably evaluated Revenies are valued at the fair market value of the consideration
received or to be receiwved, less any discounts, price reductions and other similar items that the
Company may grant, as well as any interest, if applicable, incorporated into the loan principal indirect
taxes on operations and which are applicable to third parties are not counted as part of revenues

In addrtion, the following conditions must be met

- The nsks and benefits inherent in the ownership of the goods must have been transferred to
the buyer

- The Company must not maintain management or effective control of the same

Monetary amounts received from suppliers for advertising campaigns are recognised as revenues
when the related actions are actually carried out

412 Foreign currency transactions

The Company's functional and presentaton currency 1s the Euro

Transactions n foreign currency are initially converted at the exchange rate prevailing at the date of
the transaction

Monetary assets and labilihes denominated in foreign currencies are translated at the rate of
exchange prevailing at the balance sheet date Exchange differences, both positive and negative,
originating 1n this process, and those ansing from the settlement of those equity items, are recognised
in the income statement in the year in which they arnse

Non-monetary tems recognised at historical cost are translated at the exchange rate prevailing on the
date of the transaction

413 Business combinations
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Business combinations in which the Company acquires control gver one or several business units
through the merger or splitting of several companies, or through the acquisition of all the equity tems
belonging to a company or a part of a company constituting one or more business units, are registered
according to the method of acquisition, which entalls recognising acquired assets and assumed
habilities as of the acquisition date and at thewr far value, as long as the price can be reliably
measured

The difference between the business combination cost and the value of the acquired identifiable
assets, less the cost of the assumed liabilities, 1s registered as goodwill If positive, or as revenue In the
income statement, If negative

When the valuation process of business combinations has not concluded by the end of the fiscal year
and, therefore, the acquistion method cannot be applied, these are registered using prowvisional
values These values must be adjusted within a year from the acquistion date The adjustments
recognised to complete intial recogniticn are done retroactively, in such a way that the resulting
values are those which would have derved from having the information at acquisitton Thus,
comparative information 1s adjusted
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414  RHelated-party transactions

Related-party transactions are measured according to the valuation standards described above,
except in the following transactions

. Non-monetary contributions to subsidiaries are generally measured by the carrying amount of
the transferred equity items in the consolidated financial statements at the date of the
operation, excpet when these transactions are are carried out within the framework of a third-
party transachon, in which case they are recorded at fair market value

. In business mergers and splits, the acquired items are generally measured by the amount
corresponding to them in the consolidated financial statements, once the operation has been
completed Any differences that anse are recorded in reserves, except when these
transactions are carried out within the framework of a third-party transaction, in which case
they are recorded at fair market value

The prnices of related-party transactions are adequately documented, accordingly, the Company's
administrator does not consider it likely that significant tax habilities will anise

415 Integration of branches

In accordance with current accounting standards in Spain, the assets, hiabilities, and expenses of the
Spicers Italia branch (Note 1) as on 31 December, 2012, were integrated into the balance sheet and
income statement of the Company

416 Compensation for dismissal

In compliance with the prevailing labor legislation, the Company 1s obliged to compensate those
employees who are terminated under certan conditions Severance payments which may be
objectively quantified are recorded as an expense for the year in which the Company has created a
valid plan based on valid expectations to compensate the third parties affected

417  Applicable requlations in future accounting perods

As on the date of formulation of these annual statements, the Resolution of 18 September, 2013, of
the Accounts and Account Auditing Institute had been published, setting out recording and valuation
standards and information to be included in annual financial reports concerning asset impairment This
standard introduces certain modifications regarding the estimation of ympairment, and apples to all
accounting periods beginning 1 January, 2014 and later

The Company has not completed its analysis of the potential impacts that the application of this
standards could have on the annual statements for the 2014 fiscal year However, on the basis of the
analysis carned out to this pont, it estmates that the potential impacts, If any, will be of little
significance
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5. INTANGIBLE ASSETS

Details and vanations of the different intangible assets are as follows

Contnbution to

Adveo Italia, Balance
Fiscal Year 2013 (Euros) Inthal balance Additions S R L. {Note 1} final
Cost
Goodwll 5,711,840 - (5,711,840) -
Client portfolio 7,600,000 - {7,600,000) -
Brands 200,000 - (200,000) -
Computer applications 734,841 - {734 ,841) -
Intangible assets under development 913,853 7,038 - 920,892
Industrnal Property - 10,126 - 10,126
Tangible fixed assets 64,310 - (64,310) -
Total cost 15,224,844 17,165 {14,310,991) 931,018
Accumulated depreciation
Client portfolio (739,127) - 739,127 -
Computer applications (598,548) - 598,548 .
Industnial Property - (3,132) - (3,132)
Patents, hicenses, brands and similar (1.734) - 1,734 -
Total accumulated amortization {1,33,400) (3,132) 1,339,409 (3,132)
Net carrying valus 13,885,435 (12,971,582) 927,886

The reductions correspond to the contribution to Adveo Itlaia, S RL of the net assets and liabilities
that constituted the area of activity of the Company's branch in ltaly (Note 1)
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Balance
Final

13,599,505

Ejercicic 2012 (Euros) Initial balance Additions Re-expressed
5,711,840 5,711,840
Client portfolio 7,600,000 7,600,000
200,000 - 200,000
Computer applications 600,755 134,086 734,841
Other intangtble assets - 913,853 913,853
29,936 34,374 64,310
14,142,531 1,082,313 15,224,844

Accumulated depreciation

Computer applications - (739,127) {739,127}
(543,026) (55,522) (598,548)
Total accumulated amaortisation - (1,734) {1,734)
Net carrying value {543,026) {796 383) {1,33,409)

13,885,435

The addittons of computer applications in the 2012 fiscal penod correspond to new licences acquired
for the Company's computer systems in Spain and ltaly

The additions of intangible fixed assets under development in the 2012 fiscal penod correspons
basically to the Company's own personnel expenses In Spain and ltaly in connection with new
computer applications develcped by the Adveo group and which belong to the Company, i the
amount of 710,493 euros, and expenses for the purchase of licences for these new applications, in the
amount of 203,360 euros

52 Impairment test for the business in Italy

On 31 December, 2012, imparrment tests were performed on the entire asseets of the ltalian Cash
Generating Unit, to which the Italtan branch belonged, along with another affiiate of the Adveo Group
in that country, Adimpo ltalia, and to which the Goodwill, the chent portfolio, and the brands specified
in Note 5 1, above, had been assigned

The calculation of the recoverable value of the Cash Generating Unit was based on the 5-Year
Strategic Plan of the Adveo Group, of which the Company i1s a member, approved by the Board of
directors of Adveo Group International, S A, covenng a period of 5 years Beginning in the fifth year,
projections were used that applied a perpetual growth rate of 1 5%

As a result of the impairment tests performed, as on 31 December 2012 no impairment loss was
recorded with respect to the total net assets of the itahan Cash Generating Unit
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Mam assumptions used in the recoverable value calculations

Estimated EBITDA

- Growth of client bases, taking advantage of the integration of the business chent databases of
Adimpo and Spicers in italy Given that on 1 March, 2013, the distnbution business of Adimpo
and Spicers In Italy were merged, as set out In the Note on Events after the Reporting Period
in the present report , the combined cash flows of both businesses were considered

- Better operating margins due to cost savings from synergies as a result of greater integration
of the Group's businesses n ltaly

Estimated investmenis

The Distribution businesses do not require a significant investment structure A relevant investment
effort has been contemplated in computer applications within the group integration process

Long-term growth rate

The value calculattons in use are based on five-year estmates The perpetual growth rate was 1 0%
for the 2012 fiscal year

Discount rate
The after-tax discount rate applied was 10 37% for the 2012 fiscal penod

The discount rate applied to the free cash flows was based on the risk-free 15-year bond rate in Rtaly,
adjusted by a country sk premium When this adjustment 1s made, the variables are the market nisk
premiumand the nsk adjustment, the beta, which i1s applied to reflect the nisk of a given company with
respect to the entire secunties marekt

As with any future forecast, the company's estimates are subject to risks and uncertainties, such as
changes in competition and market development

Based on the impairment tests performed, as on 31 December 2012, the calculated recoverable value
for the Cash Generating Unit in Italy were greater than the ttoal net assets attnbutable 1o that Unit

The key vanables usied in the impairment test are the long-term growth rate and the cash flow
discount rates An increas of 0 5% n these variable would not, by itself, imply an imiparrment to the
total above-mentioned net assets

Assumptions for the imparment test on the financial investment in Adveo Itala, SRL as on 31
December 2013, are detailled in Note 7

53 Miscellaneous information on intangible assets
a) Goods not assigned to operations

All elements comprising intangible assets in 2013 have been assigned directly to operations
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b) Goods subject to guarantees and reversal

No elements of intangible assets have been assigned to guarantees or to reversal as on 31
December, 2013

c) Purchase commitments

At the close of the 2013 and 2012 fiscal periods there are no firm commitments for the purchase of
elements of fixed assets

d) Other important information

It 1s the Company policy to hire the necessary insurance policies to provide coverage against the
potential risks that could affect intangible assets

The Company and its Italian affilate, as on 31 Decmeber, 2012, are not involved in any Itigation that
could affect the intangible assets described in this Note

The Company and its Italan affiliate, as on 31 December, 2012, do not have any intangible asset
items in use that have been fully depreciated as of the close of the 2013 fiscal year

As on 31 December, 2013, the Company and its Itahan affiiate have no intangible asset tems aht
were acquired from companies in the group

All iIntangible asset items are located in Spain as on 31 December, 2013.
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6. TANGIBLE FIXED ASSETS
Details and vanations of the tangible asset entry are as follows

Additions Contnbution to

and Adveo Itala,

Fiscal year 2013 (euros}) Initial balance provisions S RL. (Note 1) Ending balance
Cost

Buldings 11,900 - (11,800) -

Other instaliabons, tools and furniture 2,824,797 - (2,824,797) -
Total cost 2,836,697 (2,836,697) -
Accumulated depreciation

Buildings (10,172) - 10,172 -

Other installations, tools and furniture (2,274,472) - 2,074,472 -
Total depreciation (2.284,644) - 2,284,644 -
Net carrying value 552,053 (552,053) -

Addmions
and

Fiscal year 2012 (Euros) Initial balance provisions  Ending balance
Cost

Buldings 11,900 - 11,900

Other installations, tools and furniture 2,789,206 35,591 2,824,797
Total cost 2,801,106 35,591 2,836,697
Accumulated depreciation

Buildings (8,983) (1,189) (10,172)

Cther installations, teols and furniture (2,015,270) (259,202) (2,274,472)
Total depreciation (2,024,253) {260,391) (2,284,644)
Net carrying value __ 77685 552,053
61 Description of main changes

The reductions correspond to the contribution to Adveo Itlaia, S R L of the net assets and liabilities
that constituted the area of activity of the Company's branch in ltaly (Note 1)

The additions for fiscal year 2012 corresponded mainly to the renovation of warehouse machinery in
ltaly
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62 Miscellaneous information on property, plant and equipment
a) Goods not assigned to aperations

All of the tangible fixed asset elements of the Company in 2013 and of its ltahan affiiate in 2013 were
assigned directly to operations

b} Goods subject to guarantees and reversal

As on 31 December, 2013 and 2012, there are no tangible asset items tahta re subject 1o guarantees
or to reversal

c) Purchase commitments

At the end of fiscal years 2013 and 2012 there are no significant firm purcahse commitments for
tangible asset elements

d) Operating leases

The company manages its central offices under a leasing arrangement In 2012, the ltalian affilaite
also managed its central offices and warehouses under a leasing arrangement

The future minimum payments under the lease contract, not subject to cacneallation as on 31
December, 2013 and 2012, are as follows

Euros 2013 2012

Up to one year 58,800 874,434
Between one and five years - 2,245,208
More than five years - -
Total 58,800 3,119,642
) Other important information

The policy of the Company (and of its Italian affailate in 2012) 1s to hire those insurance policies that it
considers necessary to cover possible nsks that could affect ts tangible assets

The Company (and its Itahan affiliate in 2012) are not involved In any Iitigation that could affect the
goods descnbed 1 this Note

Tthe Company {(and its Italian branch in 2012} have no tangible asset items in use that had been fully
depreciated at the close of fiscal years 2013 nad 2012

As on 31 December, 2013 and 2012, the Company (and its ltalan affilate in 2012) have no tangible
asset elements that were acquired from other companies in the group

At the close of fiscal year 2012, all tangible asset elements were located n Italy
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7. LONG-TERM INVESTMENTS IN GROUP AND ASSOCIATED COMPANIES

The details of, and changes to, the varicus entries that comprise this category duning 2013 and 2012
are the following

Addirons /
provisions / Reductions Ending
Fiscal year 2013 (Euros} Initial batance reversals (Note 7 1) balance
Long-term equity instruments 3,266,806 21,228,385 (3,266,736) 21,228 455
|mpa1rment (522,081) 30,000 492,081 -
Total net carrying value 2,744,725 21,258,385 (2,774 655) 21,228 455
Reductions Ending
Fiscal year 2012 (Euros) Inibal balance Provisions (Note 7 1) balance
Long_term equ“y |nstruments 4,766,806 - (1 ,500,000) 3,266,806
Impairment . (522,081) - (522,081)
Total net carrying value 4,766,806 (522,081) {1,500,000) 2,744,725

71 Description of the principal changes during fiscal year 2013

The additions to long-term equity instruments correspond to the acquisition of 35% of the share capnal
of Adveo ltalla, S R L for the purpcse of participating in the area of activity of that company (Note 1)

Decreases and changes in impairment correspond entirely to the spin-off of Spicers Espafia, SLU
(Note 1)

Fiscal year 2012 changes Acquisition of sahres of Spicers Espana S L U

On December 2, 2011, a capital increase was made by contribution of non-monetary assets in the
amount of 326,674 Euros, with a share premium of 2,940,062 Euros The counter value of the new
shares acquired by Spicers Limited as sole shareholder consisted in the non-monetary contributton of
a hne of business consisting of assets and liabilities located in Spain and dedicated to the purchase
and sale, mport and export of stationary and office supplies On the same day, that same set of
assets and line of business in Spain was spun off and acquired by the SPICERS ESPANA S L
company (single-member company), previously acquired by the Company for 3,000 Euros, with
SPICERS ADMINISTRACION Y SERVICIOS S L U taking on 100% of its share caprtal for the amount
of 3,266,736 Euros

In addition, as of 31 December 2011 Spicers Administracion y Servicios, S L U made a contnibution
from partners, pending disbursement as at 31 December 2012 (Note 13), for an amount of €1,500,000
to its affiiate Spicers Espafia, S LU The amount to undertake this contribution was destined to cover
payments for the employment terminal plan approved by the Adveo Group at the close of the 2012
fiscal year, n the part proportional to Spicers Espafna, SL U However, given that Spicers Espafia,
S LU eventually disbursed these in the 2012 fiscal year with its own hquidity, 1t 1s considered that as
of December 2012 this contribution, stll pending disbursement, was void given that this asset was
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cancelled and the account payable to Spicers Espana, S L U was voud, without affecting Net Equity or
the profit and loss account of the company in the 2012 fiscal year

Investment in joint business

As stated in Note 1 to this report, the Company holds 50% of the capntal stock of the company Inglesa
NEW INCCO 1136, Ltd This company was incorporated by the Company together with the other
Partner at 50% in Spicers Ltd m December 2011 with a capntal stock of £100, thus the investment by
the Company was €70 Its corporate purpose is to provide IT support to the Spicers Group in

continental Europe and the United Kingdom

72 Information regarding companies in_the group

The information regarding shareholding in companies 1in the group 1s as follows

Euros
2013
Net Shar Total Income .
carryl | €hold [ capta Income | capital from | Distriout
continui ed
Name Ng | NG |isence | Reseves | forthe | and ng | dwidend
r premium
value gteacg year re:g"’ operati s
g ons
gdgef ttalia, 21,228,385 95% 200,000 9,681,912 1,312,712 | 11,194,624 3,432,474 o
Etzvgg;;g 3‘153)6- 70 50% 100 218,000 218,000 277,850
Total 21,228,455
Euros
2012
| m
Net | Shar Total r;crzgme Distnbut
ncom it L
carryl | ehold Coptal | Reserves Income | capita continuin ed
Name ng ing issuance | contnbutions | TOT the land dividend
Value perce premum o pantners year reser o egrano s
ntage ves pns
Spicers 2,744,655
Espana, 100% | 296973 725,904 (34,333) | 2,774,655 387,116
S.L.
New Incco 1136,
uea“;agmmz) 70 50% 100 165,749 165,749 165,749 _
Total 2,744,725
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Advea ltalia, S R L 1s a company registered at Viale dell’Industria 31, Castel San Giovani, Piacenza,
Italy It specializes in the purchase and sale of all types of office products, stationary, electronic
supphes and computer consumables

Spicers Espana, S L was a company registered in the Madison Building, Carretera Nacional 340, 122-
A, San Just Desvern, Barcelona, which has been absorbed in the 2013 fiscal year by the company
group Adveo Espaiia, S A (Sole Shareholder Company) It specializes n the purchase and sale of all
types of office products, stationary, electronic supplies and computer consumables

New Incco 1136, Ltd 1s a company registered in the United Kingdom Its corporate purpose I1s to
provide IT support to the Spicers Group In continental Europe and the United Kingdom

The aforementioned subsidiaries are not listed companies

The companies' income shown In the table above corresponds entirely to continuing
operations

As of 31 December 2013, investment in Adveo Italia, S R L exceeded by €8,164,205 the value of Net
Equity in this company We have analysed the possibility that the book value of the investment will not
be recoverable To calculate the value-in-use, we have used cash flow estmates based on the
company's five year Business Plan The discount rate applied to cash flow estimates 1s 8 80% and
cash flows after the five year penod have been extrapolated using a 1 5% growth rate Based on this
analysis, we have concluded that there i1s no deterioration in the value of the shareholding and,
therefore, 1t 1s not necessary to record a value adjustment

At the close of FY2012 Spicers Espafia, S L U. recorded a €34,333 loss after tax, therefore we
analysed the possibility of the book value of the investment not being recoverable To this end, we
tock into account that as of the date of preparing these annual accounts, a project was being prepared
under which the Company divided its investment in Spicers Espafa, SLU in favour of another
company in the ADVEO Group, Adveo Espafia, S A Given that the division was performed for the net
accounting value of the investment as of 31 December 2012 pursuant to current accounting
regulations, the Sole Administrator decided to record a value adjustments on this investment for
€522,081 up to a net accounting value of €2,744,655, which coincided with the Net Equity value of
Spicers Espafa, S LU as of 31 December 2012

73 Compliance with the provisions of Article 155 L S C

All companies participating directly or indirectly in more than 10% are aware of this situation given that
they have been expressly notified by ADVEO ADMINISTRACION Y SERVICIOS, SL U

74 Other relevant information reqarding investments in the group companies equity

On 29 December 2012, ADVEQ GROUP INTERNATIONAL, S A (then named UNIPAPEL, SA)
signed a guarantee contract with eight financial institutions who granted it a syndicated loan set aside
for acquisition of Spicers in continental Europe, in the business combination that acquired SPICERS
ADMINISTRACION Y SERVICIOS, S L U together with other Group Companies

The guarantees related to the syndicated loan received by UNIPAPEL, S A included the pledge on
capital stock of "Matenal Subsidianes" who, by legal impediment justified to the satisfaction of all
accrediting entities, were not linked to the contract as guarantors
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In this sense, "Matenal Subsidiaries® are defined as affilates who, at any time during the vahdity of the

financing contract, meet any of the following requirements

) Its assets represent, at least, 5% of the total assets;

o Its EBITDA represents, at least, 5% of the consolidated EBITDA,;

o The revenue from that affiliate represent at least 5% of the consolidated revenue, and
) It 1s a parent company to a maternal subsidiary

As of 31 December 2013, Adveo ltalia, S R L 1s a matenal subsidiary subject to pledge

As of 31 December 2012, Adveo Administracion y Servicios, S L U and its subsidiary Spicers Espana,
S LU were matenal subsidianes subject to pledge

Credit nghts derived from the contracts related to the acquisition of Spicers are also

subject to pledge.

8. FINANCIAL ASSETS

The financial assets as of 31 December 2013 and 2012 correspond fully to loans and receivables with
the corresponding breakdown in the balance sheet on that date

The FY2013 balance corresponds mainly to centralisation operations for European discount contracts,
while In FY2012 this included revenues plus sales to distnbutors and retail sellers in ltaly

The fair value of these financial assets is not different from their carrying amount.

Value adustments

The balance of the entry "Clients by sales and service deliveries” was net In value adjustments
Movements in said adjustments were as follows (In euro)

2013 2012
Initial balance 1,323,259 1,402,416
Contribution branch of activity to Adveo ltalla, SR L {Note 1) (1,323,259) -
Value adjustments - 5,080
Faled - (84,237)
Total - 1,323,259
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81 Cther relevant information

There are no marketable values, granted loans, or any other similar financal
investments secunting debts at December 31, 2013 and 2012

In 2013 all trade payables are denominated in euros; therefore there 1S no exchange
rate risk.

In 2013, as In the fiscal year 2012, there are no firm commitments to purchase
financial investments or other marketable securities

9. INVENTORY

To December 31, 2013 and 2012 inventonies are broken down as follows (in
thousands of euros):

2013 2012
Commercial - 6,146,615
Advance to suppliers . 24,237
Value adjustments - (376,600)
Total - 5,794,252

There are no restrictions on these inventories since the Company has arranged
iInsurance policies to cover potential nsks

Variations in value adjustments in the years 2013 and 2012 are as follows

2013 2012
Imtial balance 376,600 487,160
Net reversals from fiscal year (Note 15 2) - (110,560)
Contrnibution from branch of activity to Adveo Italia, S R L (Note 1) {376,600) ]
Ending balance - 376,600

The total amount of commercial inventory from operations performed in Italy and that have been
divided 1n favour of Adveo ltalia, S RL as noted in the bocks as of 1 January 2013, pursuant to the
provisions In Note 1 of this report
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10. CASH AND OTHER EQUIVALENT LIQUID ASSETS

The composition of the trade accounts payable and cther payables at December 31,
2013 1s as follows.

Thousands of Euros 2013 2012

Cash on hand - 1,996
Demand current accounts 1,302,741 5,273,605
Total 1,302,741 5,275,601

Demand current accounts accrue the corresponding market interest rate in 2013 and
2012

There are no restrnictions on these balances.

1. NET EQUITY
111 Structured capital
The total capital stock 1s represented by 2,265,566 shares with a nommnal value of €1 00 each

The Sole Partner of the Company 1s ADVEO GROUP INTERNATIONAL, S A

As indicated in Note 1 of this report, in 2013 a capital reduction was made by €236,178, due to a
division of the shareholding n Spicers Espana, S L

There were no capital movements in FY2012 In FY2012, two capital increases were made through
non-monetary contributions, contributing the shareholding 1n Spicers Espana, SL and the set of
assets and labilities 1n Spicers Italia (branch in ltaly), in the amount of €326,674 and 1,935,882 Euros
respectively

112  Share 1ssuance premium and remainder

Pursuant to Note 1 of this report, dunng FY2013 the share 1ssuing premium was reduced by
€2,538,477 due to a division of the shareholding in Spicers Esparia, S L

There were no movements in the share 1ssuance premium in FY2012
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113  Reserves / Profit from previous fiscal years

The list and movements for the various entries that make up the reserves and profit from previous
fiscal years are as follows

Initial

I
| ‘ P . Other Er!dmg '
. (Euros) balance Distrpll?;:‘:::n of  movements balance
N 1 i

Fiscal Year 2013
Legal reserve - 371,794 ) 371,794
Goodwili reserve - 185,897 - 185,897
Voluntary reserves (16,513) 3,159,295 - 3,142,782
(16,513) 3,716,986 - 3,700,473
Profit from previous fiscal years {956) 956 - -
; (17,469) 3,717,942 - 3,700,473 |
Fiscal Year 2013
Legal reserve - B - -
Voluntary reserves - - (16,613} (16,513)
. - {16,513) {16,513}
Profit from previous fiscal years - (956) ) (956}
| - (956) (16,513) (17,469) |

Goodwill reserve

Following the contnbution in FY2013 of net assets in the Itallan business to Adveo Itala, S RL, which
mncluded a commercial fund (Note 5), this reserve will be apphed to voluntary reserves in FY2014

12. PROVISIONS AND CONTINGENCIES
121  Obligations for long-term loans to staff

The provision for long-term retributions (whose balance was €115,739 as of 31 December 2012) has
been removed In FY2013 by dividing the assets and labilties in the Itahan business, which have been
contnbuted to Adveo Htaiha, SR L
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This provision originated from the current collective agreement in Italy whereby the Itallan branch was
obliged to pay certain amounts at the end of the work relationship with each employee The amount of
the compensation depends on the seniority the employee has at the time of terminaton These
compensations are not externalized The provision in FY2012 was €3,248

13. FINANCIAL LIABILITIES

Financial habiliies as of 31 December 2013 and 2012 correspond fully to loans and payables as listed
on the balance sheet on that date

At December 31, 2013, the fair value of these financial habilities 1s not significantly
different from their carrying amount.

131  Information on deferment of payment to providers in commercial transactions

As regards Act 15/2012, of 5 July, amending Act 3/2004 of 29 December, which
establishes measures to fight late payment in commercial transactions, a detail of the
total amount pad to suppliers this year 1s included below, paying special attention to those payables
which exceeded the legal payment penod, as well as to the weighted average days past due and the
outstanding supplers balance that by the end of the fiscal year have exceeded the legal days past
due

Payments and outstanding payments at balance
sheet date
2013 2012
Amount % Amount ° %

Within maxomum legal payment
penod 13,674 . 514,101 100%
Rest . - . -
Total payments for the year 13,674 - 514,101 100%
Weighted average days past due 60 1
Deferred payments exceeding the
legal payment period - -

Payments made in Spain in FY2013 are exclusively auditing invoices for the annual accounts, while in
FY2012 they included direct debiting of credit insurance, paid on the first day of each month
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14. TAX POSITION

As stated in Note 1 of this report, the company has its tax domicile in the United Kingdom, paying tax
in this country for profit obtained by the company, without considenng profits for its branch in Italy,

which pays taxes independently in said country

The detail of the tax assets and liabilities at December 31, 2013 1s as follows:

Euros (2013) United Kingdom Total
Other credits with public administrations 69,809 69,809
Total current assets 69,809 68,809
Liability for current tax (Note 14 1) 1,178,865 1,178,865
Other debts with Public Administrations 85,076 85,076
VAT 82,599 82,599
Income tax for individuals 2477 2,477
Social Secunty - _
Total short-term habilities 1,349,017 1,349,017
Euros (2012} United Kingdom ltaly Total
Deferred tax assets - 547,962 547,962
Totat non-current assets - 547,962 547,962
Other Public Admimistration receivables 463,837 1,355,721 1,818,558
VAT
463,837 1,355,721 1,819,558
Total assets
Deferred tax liabilities (Note 5) - 2,118,262 2,118,262
Total long-term ltabilites - 2,118,262 2,118,262
Liability for current tax 720,000 1,470,184 2,190,184
Other debts with Public Administrations
VAT 262,230 435,198 697,428
Income tax for individuals 2,468 122,746 125,214
Social Security - 203,566 203,566
264,698 761,510 1,028,208
Total short-term habilities 984,698 2,231,694 3,216,392
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According to current legal provisions, settlements of taxes cannot be considered definitive untid
inspected by the Tax Authorties or after the prescription period The company ADVEO
ADMINISTRACION Y SERVICIOS, S L 1s open to inspection of all taxes to which it is subject since its
incorporation in November 2010

The Scle Administrator of the Company believes that in these years open to inspection no significant
contingent habilities will anse for the annual accounts as a whole

141  Calculation of Corporation Tax

The hability recorded on 31 December 2013 for Corporation Tax corresponds to the cash payable in
the United Kingdom by the company itself in its European discount management business for the
profits generated n the fiscal year ending on 31 December 2013 FY2012 also includes profits for the
ltalian branch due to its commercial activities n [taly

The tax rate for corporation tax applicable for FY2013 1s 24% 1n the United Kingdom In the
previous fiscal year, the tax rate for corporation tax applicable was 27 5% In Italy (State tax) and 3 9%
{regional tax calculated on a different basis) and 24% in the United Kingdom The reconciliation
between the book profit before tax and the taxable base in each country is as follows

Fiscal Year 2013 United Kingdom Italy Total
Book profit before taxes 4,974,262 - 4,974,262
Permanent differences (30,000) - (30,000)
Temporary differences - - -

Applicatron of tax-loss carryforwards - . .

Taxable base (fiscal profit) 4,944 262 - 4,944 262
Fiscal Year 2013 United Kingdom Itaty Total
Bock profit before taxes 2,566,980 3,331,945 5,898,925
Permanent differences 469,218 338,366 807,584
Temporary differences - 1,125,116 1,125,116
Application of tax-loss carryforwards - {591,070) (591,070)
Taxable base (fiscal profit) 3,036,198 4,204,356 7,240,555

The permanent differences between FY2013 and FY2012 correspond to cerain non-deductible
expenses In the corresponding countries according to therr tax regulations, with the permanent
difference attributable to the United Kingdom being the value adjustment on the financial invesment in
Spicers Espafia, S LU in the amount of €522,081 (Note 7) and its parhal reversal for €30,000 in
FY2013 (Note 7)
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The temporary differences for ltaly in FY2012 corresponded to the amount of €385,989 to temporary
differences according to the applicable local tax regulation, and an amount of €739,127 for
amortisation of chent portfolio (Note 5)

The conciliation between the expense for tax on profits and the result of mulhiplying the effective tax
rates applicable in each country {United Kingdom 24%, Italy 35%) by the profit before tax recorded n
the profit and loss account 1s as follows for FY2013 and FY2012 {in euros)

Profit and Loss Account — FY2013

United Kingdom Italy Total
Balance before taxes 4,974,262 - 4,974,262
Theoretical tax burden 1,193,822 - 1,193,822
Permanent differences {7,200) - {7.,200)
Effective tax expense / (revenue) 1,186,622 - 1,186,622

Profit and Loss Account - FY2012

United Kingdom ltaly Total
Balance before taxes 2,566,980 3,331,945 5,898,925
Theoretical tax burden 616,075 1,207,856 1,823,931
Permanent differences 103,925 90,583 194,508
Application of tax-loss carryforwards - 162,544 162,544
Effective tax expense / (revenue)} 720,000 1,460,983 2,180,983

The cost of corporation tax 1s detailed below

Profit and Loss Account — FY2013

United
Kingdom ltaly Total
Current tax 1,186,622 - 1,186,622
Vanation in differed taxes
Taxable bases pending offsetting - -
Other temporary differences - -
Effective tax expense / (revenue) 1,186,622 - 1,186,622

Profit and Loss Account - FY2012

United
Kingdom ltaty Total
Current tax 720,000 1,470,184 2,190,184
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Vanation in differed taxes

Taxable bases pending offsetting - 162,544 162,544
Temporary differences - amorhisation

client relationship - (221,738) {221,738)
Other temporary differences - 49 993 49,993
Effective tax expense / (revenue) 720,000 1,460,983 2,180,983
The list of corporation tax payable as of 31 December 2013 and 2012 in each country 1s as follows {in
euro)

Euros - FY2013 United Kingdom ltaly Total
Current tax 1,186,622 - 1,186,622
Withholding and payment on account (7,757) - {7,757)
Corporation Tax payable 1,178,865 - 1,178,865
Euros - FY2012 United Kingdom Italy Total
Current tax 720,000 1,470,184 2,190,184
Withholding and payment on account - - -
Corporation Tax payable 720,000 1,470,184 2,190,184

142 Liabilities for differed taxes

The details and movements of the varicus entries that make up assets and liabilities for differed tax is

as follows
Vanahons in
Division of Italy  profit and loss
Imtial balance  business (Note account
Euros — FY2013 (Note 5 1) 1) -

Deferred tax assets
Temporary differences 547,962 {547,962)

Ending

balance

547,962 (547,962)
Deferred tax habilities

Temporary differences (2.118,262) 2,118,262 -
(2,118,262) 2,118,262 -
Total (1,570,300) 1,570,300 -

At December 31, 2013 there are no tax-loss carryforwards pending payment in the UK

The movements 1n FY2012 were as follows
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Vanat fit
Inihal balance anéalt;ggsa:‘cz[lont Ending
Euros — FY2012 {Note 5 1} balance
Deferred tax assets
Tax-loss carryforwards 162,544 (162,544) -
Temporary differences 597,955 (49,993) 547,962
760,499 (212,537) 547,962
Deferred tax llabilities
Tempeorary differences (2,340,000) 221,738 {2,118,262)
(2,340,000) 221,738 {2,118,262)
Total (1,579,501) 9,201 {1,570,300)
15. REVENUE AND EXPENSES
151 Net amount of turnover and other operating revenues
The list of these entries as of 31 December 1s as follows
Euros 2013 2012
Sale of goods - 54,765,883
Delivery of services 7,858,062 7,925,983
Total net turnover 7,858,062 62,691,866
Cther operating revenues 1,449,370 75,720
9,307,432 62,767,586

Total revenues

The amount of goods sold in FY2012 corresponded fully to sales made by the branch in Italy, while
the amount of services delivered in FY2013 and FY2012 corresponded manly to management
services rendered by the Company to other companies in the Adveo group

The amount of other operating revenues In FY2013 corresponded to fees for countnies for IT

developments performed by Venture Connect

152  Provisioning
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The details as of 31 December is as follows

Euros 2013 2012
Consumption of goods - 38,605,418
Detenoration of goods - {110,560)
Total - 38,494,858
All provisions for FY2012 corresponded to the business of the branch in ltaly

153 Employment taxes

The details as of 31 December 1$ as follows

Euros 2013 2012
Social security charged to the company 79,902 1,367,852
Other exployment expenses 64,947 388,412
Total 144,849 1,756,264
154 External services

The details as of 31 December I1s as follows

Euros 2013 2012
Leasing and fees 77197 239,800
Repairs and Conservation - 197,684
Services from independent professionals 4,081,685 4,074,614
Transport - 3,336,956
Insurance premiums - 752,236
Bank services and similar 784 28,875
Supplies - 219,189
Advertising 1,974 -
Other services 32,1 82 1 ,598,869
Total 4,193,822 10,448,223

The costs for services from independent professionals correspond mainly to T services received from
Joint Venture (Note 7} and management support services from various linked companies {Note 16)
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155 Financial revenues

The details as of 31 December Is as follows

Euros 2013 2012

Of marketable securities and other financial instruments 42,756 46,921
For companies i the group and associated companies 42,756 46,921

Total 42,756 46,921

156 Financial costs

The details as of 31 December 1s as follows

Euros 2013 2012

For debts to companies in the group and associated companies 42,943 14,458

Total 42,943 14,458

157 Differences tn exchange rate

The details as of 31 December 15 as follows

Euros 2013 2012

Positive exchange rate differences 367,984 88,098

Negative exchange rate differences (173,547) {160,198)

Total 194,437 (72,100)

16. TRANSACTIONS WITH LINKED PARTIES

The Company's related parties and the type of relationship are as follows:

Type of relationship

Beginning of
Name relationship
Adveo Group International, S A 2013 and 2012
Spicers Espana, S.L. 2013
Other Spicers Group companies 2013 and 2012
Sole Administrator 2013 and 2012

Sole Shareholder
Subsidiary company

Linked companies

Company Administrator

The balances kept with linked entities as of 31 December 2013 and 2012 are as follows
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Investments Debt Providers
Shareholding  companies Chents compames companies
lft compames i group and companies in in group and  1n group and
n group and associated group and associated associated
associated companies assoclated companies companies
companies sft companies sft st
Year 2013 (Euros) {Note 7) {Note 16) {Note 8 2)
Adveo Group Internaticnal, S A - 1,274,907 356,800 - 267,673
Adveo France, SA S - - 376,999 20,086 -
Adveo Espana, S A - 248,270 535,960 228,491 42,455
Adveo talaSARL 19,358,829 988,208 40,337 - -
Unipapel France SAR L - . 2,744 - -
Adveo Deutschland, Gmbh - 86,893 183,147 5 956 -
Adveo Netherland - - 36,619 69,649 -
Adveo Belgium, NV - 44,159 - - 240,453
Total 19,358,829 2,640,437 1,532,707 324,182 550,581
Credits for Clhents Debt
companies In companies In Debts companies in
group and group and companies In group and
associated associated group and associated
companies It companies associated companies sit
Year 2012 (EU ros) {Note 7) {Note B 2) companies kit {Note 12)
Adveo Group International, S A 2,707,144 - (1,833,711)
Adveo France, SAS - 1,645,099 - (188,620)
Adveo Espafia, S A - - - (508,898)
Spicers Espana, SLU 310,775 - - (2,919)
Adveo Digital Systems Espaiia, S A - - - (2,779,432)
Spicers Deutschland, Gmbh 692,362 - - {7.156)
Spicers Belgum, NV 5,301 (1.400) - -
Spicers Netherlands, B V - - - -
Total 3,715,582 1,643,699 - (5,320,736)
Revenues and costs derived from transactions conducted with linked entities are as follows
Revenues / (Costs) Euros
Purchase
of goods Services Services Allocation Financial - Financial
provided received of central E€XPENSES revenues
support support discounts
Fiscal Year 2013 management management *
Adveo Group International, - (7,609) (39,965)
SA - 40,659
Adveo France, - {39,285) -
SAS 2,088,642 (1,213,638) -
Adveo Espafa, S A - 529,110 - {342,725) (2,978) 2,097
Advec Netherand - 36,334 (250,796) {278,646) - -
Advec ltaly SARL - 547,062 - {351,754) - -
Adveo Deutschland, Gmbh - 1,063,608 - (649,987) - -
Adveo Belgium, NV - 234,410 - {352,961) - -
Unipapel France SARL - 102,954 - (44,621) - -
Adveo Portugal - 18,986 - - - -
New Incco 1136, Ltd - - (3,634,790) - - -
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Total : 4,621,116 _(3.932,480) (3234,332) {42,943) 42,756

(* In FY2012, the Company managed European discounts in the amount of €6,467,079, of which
€3,234,332 have been attributed to group companies, leaving a net revenue for discount management
and marketing contributions of €3,232,747

Revenues / (Cosls) Euros
Purchase of Financ
goods Services Services al Revenues
provided received Allocation of expens Financial
support support central
—  managem managemen discounts es
Fiscal Year 2012 ent 1
Adveo Group International, - (503,000) 46,921
SA - - (14,458)
Adveo France, (13,500) -
SAS 1,895,139 946,883 -
Adveo Espana, 5 A - - {379,000) - -
Spicers Espafa, S LU - 529,482 - 219,084 -
Adveo Digital Systems Esparia, S A (7.101,717) - - - -
Spicers Deutschiand, Gmbh - 1,115,157 - 372,051 -
Spicers Belgium, NV - 404,021 - 216,467 -
New Incco 11386, Ltd - - _(2.608,854) - -
Total (7115217) 3043700 _(3488854) 1,754,485  (14,458) ___ 46921

In FY2012, discounts were managed n the amount of €4,585,498, of which €1,754,485 were
attnbuted to companies in the group, leaving a net revenue for management of discounts and
marketing contributions of €2,840,013

161  Administrators and senior management
The position of Administrator 1s not remunerated.

The Company considers senior management as those people who exercise functions related to the
general objectives of the Company, such as planning, management and control of activities, carrying
out therr functions independently and with full respensibility, only imited by the critena and instructions
from legal representatives of the Company or the governance and administration bodies led by those
representatives Given that strategic decisions and business transactions are instructed and controlled
by the Adveo Group, the Company does not maintain anyone in s workforce who could be
considered as senior management according to the above definttion

At December 31, 2013 and 2012 no loans or advances had been granted to the Sole
Administrator

At December 31, 2013 and 2012 the Society has no commitments or obligations
related to pensions or guarantees with the Sole Administrator

In comphance with Articles 229 and 230 of the Capital Companies Law, the Administrator has not
informed the Company of situations of conflict with the Company's interest
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17. GUARANTEES MADE TC THIRD PARTIES

As of 31 December 2013, the Company has not granted any operating endorsements As of 31
December 2012, it had operating endorsements for certain financial institutions n ltaly for clients in the
amount of €2,725,000

18. INFORMATION ON THE NATURE AND LEVEL OF RISK FROM FINANCIAL
INSTRUMENTS

The Company's nsk management policies are established by the management of ADVEO GROUP
INTERNATIONAL, SA as the Sole Partner, having been approved by the Board of Directors of
ADVEO GROQUP INTERNATIONAL, SA Based on these policies, the Finance Department and
Management Control Department of ADVEO GROUP INTERNATIONAL, S A have established a
seies of procedures and controls that allow identification, measurement and management of nisks
derved from the activity with financial instruments

Activity with financial instruments makes the Company subject to credit, market risk
and hquidity risks.

18 1 Credit nsk

Credit nsk 1s the risk of losses that may anse In case third parties hired by the
Company default on their contractual obligations, i.e the possibility of not recovering
the amount recognized for the financial assets, and doing so in due time

Maximum credit nsk exposure at December 31 1s as follows:

Thousands of Euros 2013 2012

Trade accounts recevable and other receivables 3,700,427 19,504,694
Short-term investments in companies in the group and associated companies 2,640,437 3,715,582
Cash and cash equivalents 1,302,741 5,275,601
Total 7,643,605 28,495,877

The company covers the nsk of its operations in Italy with credit and surety
insurances for most of its trading portfolio.

182 Market risk

Market risk 1s the nsk of losses ansing from movements in the fair value or the future
cash flows of a financial instrument due to changes in market prices. Market risk
includes Interest rate risk, exchange rate nsk and other price risks
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Interest rate risk

Interest rate nsk is the nisk of losses arising from movements In the fair value or
future cash flows of a financial instrument due to changes in market interest rates

There 1s no nisk to the Company gwven that it does nat have any credit ines

Exchange rate risk and other price rnisks

The Sole Administrator believes that the Company I1s not subject to other exchange rate nisks or price
nsks because it does not conduct significant transactions i currencies other than Euros and the

Company does not hold shareholding in listed shares or in financial products subject to high volatility
In prices

183  Ligquidity nsk

Liquidity nsk is the nsk that the Company will not have, or have access to, enough
iquid funds, and at an adequate cost, to afford its payment obligations at all times
The Company's goal is to keep the necessary liquid funds availlable The Company's
policy establishes the following minimum hquidity to be kept at all imes

. An amount superior to 10% of the habilites must be kept in "Cash and cash
equivalents "

Percentages at December 31, 2013 are as follows

Euros 2013 2012

Trade accounts payable and other payables 2,142,790 18,265,337

Cash and cash equivalents 1,302,741 5,275,601
61% 29%

If necessary, the Company has financial support from other companies in the group, in which ADVEO
GROUP INTERNATIONAL, S A 1s the dominant Company
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19. OTHER INFORMATION

191 Employee structure

The company's average employees, divided by category, are as follows®

Fiscal Year 2013 Men Women Total
Management 3 1 4
Administrative - - -
Total 3 1 4
All located 1n the UK
Fiscal Year 2013 Men Women Total
Management 2 - 2
Administrative 40 44 84
Total 42 44 86
In FY2012, there were 3 employees in the UK, the rest were In |taly
192  Auditing fees
The fees accrued for services provided by the accounts auditor are as follows
Euros 2013 2012
Audit services
Spain 23,000 15,000
Italy - 18,000
United Kingdom - 6,000

19 3 Environmental information

During the years 2013 and 2012, the Company did not incorporate systems,
equipment or installations to the tangible assets, in connection with the minimization

of environmental impact, or environmental protection and improvement.

The Company has not incurred significant costs in 2013 and 2012 related to environmental protection

or improvement
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The administrators consider that there are no significant contingencies in connection
with environmental protection and improvement and consequently, that no provisions
need to be recognized to that respect in 2013 and 2012,

20 EVENTS AFTER THE CUT-OFF

No significant events occurred between 31 December 2013 and the date of preparing these annual
accounts
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ADVEO ADMINISTRACION Y SERVICIOS, S.L.U.
Management report for the fiscal year 2013

After the division of business in ltaly and the shareholding in Spicers Espana, the Company has
focused its activity on management of European discounts and marketing contributions for the
operating units of Adveo Group, and the management of IT systems that support the operations
of the former companies in the Spicers Group that were acquired by Adveo Group International,
S A atthe close of FY2011

Adveog Administracién y Servicios, SL U has the objective of improving the leading positicn of
Adveo Group by focusing on commercial efficacy and operational efficiency, through
optimisation of European purchase management The improvement In centralisation of

purchase contracts, the flexibility to adapt to clients’ needs, and control of costs are secme of the
piliars that have enabled us to satisfactorly close FY2013

The Company has not conducted any actwvities related to research and
development durnng the year 2013.

As of 31 December 2013, the Company does not have shares In itself

No significant events have occurred between 31 December 2013 and the date of preparing
these annual accounts and management report
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Preparation of the annual accounts and management report

The above annual accounts for FY2013 of ADVEO ADMINISTRACION Y SERVICIOS, SL U
included on the above pages numbered 1 to 54 and the management report for FY2013,

included on the previous page, have been prepared by the Sole Administrator of the Company
on 30 September 2014




