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28. Financial instruments (continued)

The Group has entered into one or more interest rate protection agreements (principally interest rate swaps 
and cross currency interest rate swaps), which establish a fi xed interest rate with respect to certain of its 
borrowings. A table setting out the fi xed and variable rate debt together with the impact of the related 
interest and cross currency swaps has been set out below.

Currency sensitivity

The consolidated Group operates in the following principal currency areas (other than euro): Swedish Krona, 
Sterling, Latin America (comprising mainly Mexican Peso, Colombian Peso and Venezuelan Bolivar Fuerte) and 
Eastern Europe (comprising mainly the Polish Zloty and the Czech Koruna). At the end of 2009 approximately 
93% (2008: 93%) of our non euro denominated net assets consisted of the Swedish Krona (23%) (2008: 29%), 
Sterling (7%) (2008: 10%), Latin American currencies (52%) (2008: 39%) and Eastern European currencies (11%) 
(2008: 15% - 10% adjusting for the conversion of the Slovak Koruna to euro on 1 January 2009). The Group 
believes that a strengthening of the euro exchange rate by 1% against all other foreign currencies from the 
31 December 2009 rate would reduce shareholders’ equity by approximately €23 million (2008: €24 million).

Commodity price risk

Containerboard

The Group is exposed to commodity price risks through its dependence on recovered paper, the principal raw 
material used in the manufacture of recycled containerboard. The price of recovered paper is dependent on 
both demand and supply conditions. Demand conditions include the production of recycled containerboard 
in Europe and the demand for recovered paper for the production of recycled containerboard outside of 
Europe, principally in Asia. Supply conditions include the rate of recovery of recovered paper, itself dependant 
on historic pricing related to the cost of recovery, and some slight seasonal variations.

Just over 1.05 metric tons of recovered paper are required to manufacture 1.0 metric ton of recycled 
containerboard. Consequently, an increase in the price of recovered paper of, for example, €20 per tonne 
would increase the cost of production of recycled containerboard by approximately €21 per tonne. 
Historically, increases in the cost of recovered paper, if sustained, have led to a rise in the price of recycled 
containerboard, with a lag of one to two months.

The price of recovered paper can fl uctuate signifi cantly within a given year, affecting the operating results of 
our paper processing facilities. The Group seeks to manage this risk operationally rather than by entering into 
fi nancial risk management derivatives. Accordingly, at each of 31 December 2009 and 2008 there were no 
derivatives held to mitigate such risks.

In addition, developing policy changes in the EU with regard to renewable energy sources have created an 
additional demand for wood, the principal raw material used in the manufacture of kraftliner. This has the 
effect of potentially increasing the price of wood and consequently the cost of the Group’s raw materials.

Energy

The cost of producing our products is also sensitive to the price of energy. The Group’s main energy exposure is 
to the cost of gas and electricity. These energy costs have experienced signifi cant price volatility in recent years, 
with a corresponding effect on Group production costs. Oil prices started the year at $43 per barrel and increased 
to a high of $79 during the year. The Group has benefi ted from lower energy prices compared to 2008.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2009
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28. Financial instruments (continued)

The Group has entered into a limited level of energy derivative contracts to partially economically hedge 
its energy costs in Sweden. The Group has also fi xed a certain level of its energy costs through contractual 
arrangements directly with its energy suppliers.

The Group’s energy derivatives on hand have been further detailed in the tables below.

Liquidity risk

The Group is exposed to liquidity risk which arises primarily from the maturing of short-term and long-
term debt obligations and derivative transactions. The Group’s policy is to ensure that suffi cient resources 
are available either from cash balances, cash fl ows or undrawn committed bank facilities, to ensure all 
obligations can be met as they fall due. To achieve this objective, the Group:

■ maintains cash balances and liquid investments with highly-rated counterparties

■ limits the maturity of cash balances

■ borrows the bulk of its debt needs under committed bank lines or other term fi nancing and by policy 
maintains a minimum level of undrawn committed facilities.

The Group has entered into a series of borrowing arrangements in order to facilitate its liquidity needs in 
this regard and the key terms of those arrangements are described within Note 23 and within certain tables 
set out below. At each year end, the Group’s rolling liquidity reserve (which comprises cash and undrawn 
committed facilities and which represents the amount of available cash headroom in the Group’s funding 
structure) was as follows:

2009
€m

2008
€m

Cash and cash equivalents 601 700
Committed undrawn facilities 512 586
Liquidity reserve 1,113 1,286
Current liabilities – borrowings due within one year (353) (387)
Net position 760 899

Management monitors rolling cash fl ow forecasts on an ongoing basis to determine the adequacy of 
the liquidity position of the Group. This process also incorporates a longer term liquidity review to ensure 
refi nancing risks are adequately catered for as part of the Group’s strategic planning. The Group has 
considered the impact of the current credit crisis. The Group continues to benefi t from its existing fi nancing 
package and debt profi le. In addition, the Group’s operating activities are cash generative and expect to be 
so over the foreseeable future; the Group has committed undrawn facilities of €512 million at 31 December 
2009; and the Group has cash and cash equivalents of €601 million at 31 December 2009. The maturity dates 
of the Group’s main borrowing facilities as set out in Note 23, together with the liquidity analysis as set out 
in this note, more fully describes the Group’s longer term fi nancing risks.

Capital risk management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going 
concern in order to provide returns for shareholders and benefi ts for other stakeholders and to maintain an 
optimal capital structure to reduce the overall cost of capital.
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28. Financial instruments (continued)

In managing its capital structure, the primary focus of the Group is the ratio of consolidated net borrowings 
as a multiple of pre-exceptional EBITDA (earnings before interest, taxation, depreciation, amortisation and 
share-based payment expense). Maximum levels for this ratio are set under Board approved policy. At 31 
December 2009 the EBITDA ratio of the Group was 4.1 times net debt of €3,052 million which compares 
to 3.4 times net debt of €3,185 million at the end of 2008, which gives the Group continuing headroom 
compared to the actual covenant level at 31 December 2009 of 5.4 times.

On the basis of pre-exceptional earnings, the Group’s return on capital employed was 6.6% compared 
to 10.3% in 2008. Our return on capital employed in 2009 was adversely affected by the entries recorded 
in respect of hyperinfl ationary accounting for Venezuela, which reduced our operating earnings by €26 
million and increased our capital employed at December 2009 by €225 million. Excluding these entries, our 
return on capital employed in 2009 would increase to 7.2%, which is more comparable to 2008’s 10.3%. The 
return on capital employed comprises the pre-exceptional operating profi t plus share of associates’ profi t 
as a percentage of average capital employed (where capital employed is the sum of total equity and net 
borrowing at year end; 2009: €4,907 million, (2008: €4,980 million)). The post-exceptional return on capital 
employed was 5.4% in both 2009 and 2008.

The capital employed of the Company at 31 December 2009 was €1,964 million (2008: €1,961 million).

Credit risk

Credit risk arises from credit exposure to trade debtors, cash and cash equivalents including deposits with 
banks and fi nancial institutions, derivative fi nancial instruments and investments.

Trade debtors arise from a wide and varied customer base spread throughout the Group’s operations and as 
such there is no signifi cant concentration of credit risk. Credit evaluations are performed on all customers 
over certain thresholds and all customers are subject to continued monitoring at operating company level.

Risk of counterparty default arising on cash and cash equivalents and derivative fi nancial instruments is 
controlled within a framework of dealing with high quality institutions and, by policy, limiting the amount 
of credit exposure to any one bank or institution. Of our total cash and cash equivalents (including restricted 
cash) at 31 December 2009 of €644 million, 45% was with fi nancial institutions in the A rating category of 
Standard and Poor’s or Moody’s and 44% was with fi nancial institutions in the AA/Aa rating category. The 
remaining 11% was represented mainly by cash held with banks in Latin America which fell outside the A and 
AA/Aa ratings categories. At 31 December 2009 derivative transactions were with counterparties with ratings 
ranging from A to AAA with Standard & Poor’s or A1 to Aaa with Moody’s.

Management does not expect any signifi cant counterparty to fail to meet its obligations and any amount at 
risk has been fully provided for. The maximum exposure to credit risk is represented by the carrying amount 
of each asset.

At each reporting date, there were no signifi cant concentrations of credit risk which individually represented 
more than 10% of the Group’s fi nancial assets. A geographical analysis of the Group’s segment assets has 
been provided in Note 5.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2009
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28. Financial instruments (continued)

Market risk – available-for-sale securities

The Group’s available-for-sale securities principally comprise an investment in an unlisted entity which 
operates in a similar paper processing market to the Group in Europe and which has a similar underlying risk 
profi le to the general operational risks encountered by the Group in this market. This investment has been 
written down to its estimated fair value and the Group’s maximum exposure to risk associated with this 
investment is represented by its carrying amount.

Investments are occasionally made in listed and unlisted entities of strategic importance to the Group and 
the policy for assessing impairment thereon is set out in Note 14.

Derivative positions

Derivative fi nancial instruments recognised as assets and liabilities in the Group Balance Sheet both as part 
of cash fl ow hedges and other economic hedges, which do not meet the criteria for hedge accounting under 
IAS 39, have been set out below:

2009
€m

Restated
2008

€m

Restated
2007

€m

Non-current derivative assets 
Cash fl ow hedges 
Interest rate swaps - - 4
Total non-current cash fl ow hedges - - 4
Current derivative assets 
Cash fl ow hedges 
Interest rate swaps - 1 15
Not designated as hedges 
Interest rate swaps - - 8
Cross currency swaps - 11 2
Foreign currency forwards 2 3 2
Energy and pulp hedging contracts 1 - 1
Total current derivative assets 3 15 28
Total derivative assets 3 15 32

Non-current derivative liabilities 
Cash fl ow hedges
Interest rate swaps (31) (19) -
Not designated as hedges
Cross currency swaps (49) (88) (115)
Total non-current derivative liabilities (80) (107) (115)
Current derivative liabilities
Cash fl ow hedges
Interest rate swaps (19) (9) -
Not designated as hedges 
Foreign currency forwards (1) (2) (1)
Cross currency swaps (67) (3) (5)
Interest rate swaps (2) (3) -
Energy and pulp hedging contracts (1) (4) -
Total current derivative liabilities (90) (21) (6)
Total derivative liabilities (170) (128) (121)
Net (liability) on derivative fi nancial instruments (167) (113) (89)
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28. Financial instruments (continued)

Fair Value Hierarchy

Fair value measurement at 31 December 2009
Level 1

€m
Level 2

€m
Level 3

€m
Total
€m

Available-for-sale fi nancial assets (Note 14)

 Listed instruments 7 - - 7

 Unlisted investments - - 25 25

Derivative fi nancial instruments

Assets at fair value through Group Income 
Statement - 3 - 3

Derivative fi nancial instruments

Liabilities at fair value through Group Income 
Statement - (120) - (120)

Derivatives used for hedging - (50) - (50)

Total 7 (167) 25 (135)

Fair value measurement at 31 December 2008
Level 1

€m
Level 2

€m
Level 3

€m
Total
€m

Available-for-sale fi nancial assets (Note 14)

Listed instruments 6 - - 6

Unlisted investments - - 25 25

Derivative fi nancial instruments

Assets at fair value through Group Income 
Statement - 14 - 14

 Derivatives used for hedging - 1 - 1

Derivative fi nancial instruments

Liabilities at fair value through Group Income 
Statement - (100) - (100)

Derivatives used for hedging - (28) - (28)

Total 6 (113) 25 (82)

The fair value of the derivative fi nancial instruments set out above has been measured in accordance with 
level 2 of the fair value hierarchy. All are plain derivative instruments, valued with reference to observable 
foreign exchange rates, interest rates or broker prices. There were no movements in level 3 during the year. 
In 2008, the Group booked an impairment charge of €12 million in respect of the level 3 investment. Further 
details of the available-for-sale fi nancial assets are set out in Note 14.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2009
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28. Financial instruments (continued)

Cash flow hedging

As more fully set out in the table above, the Group principally utilises interest rate swaps to swap its variable 
rate debt into fi xed rates. These swaps are designated as cash fl ow hedges and are set so as to closely match 
the critical terms of the underlying debt being hedged. They have accordingly been determined by the Group 
to be highly effective in achieving offsetting cash fl ows for its variable rate debt, and no material level of 
ineffectiveness has been recorded in the Group Income Statement in relation to these hedges in 2009 and 
2008. Amounts accounted for in the cash fl ow hedging reserve in respect of these swaps during the current 
and preceding periods have been set out in the Group Statement of Comprehensive Income. These fair value 
gains and losses are expected to impact on profi t and loss over the period from 2010 to 2014, in line with 
the underlying debt being hedged. In addition, certain subsidiaries use foreign currency forward contracts 
to hedge forecast foreign currency sales and purchases. Such forward contracts are designated as cash fl ow 
hedges, and are set so as to closely match the critical terms of the underlying cash fl ows and have been 
highly effective in achieving offsetting cashfl ows with no ineffectiveness recorded. These fair value gains and 
losses are expected to impact on profi t and loss over the period from 2010 to 2014.

Derivatives not designated as hedges

Certain of the Group’s interest rate swaps are not designated as hedges under IAS 39, and although 
economically hedging the underlying cash fl ows, are recognised at fair value through the Group Income 
Statement.

The Group also utilises a combination of foreign currency forward contracts and cross currency swaps 
in order to economically hedge on balance sheet debtor, creditor and borrowing exposures which are 
denominated in currencies other than the euro. Formal hedge accounting as permitted by IAS 39 is not 
applied to these derivative instruments because a natural offset is effectively already achieved through fair 
valuing the derivatives through the Group Income Statement as required by IAS 39, while also retranslating 
the related balance sheet foreign currency denominated monetary assets or liabilities at appropriate closing 
rates at each balance sheet date, as required by IAS 21.

The Group has also entered into certain energy hedging contracts to mitigate the associated price risks 
which occur as a result of the Group’s normal operations. These have not been designated as hedges in 
accordance with IAS 39 and are recognised at fair value through the Group Income Statement as required by 
that standard.

The principal terms of the Group’s material derivative contracts have been set out further below:
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28. Financial instruments (continued)

Outstanding interest rate swap agreements at 31 December 2009 are summarised as follows:

Currency 

Notional 
principal 
(millions)(1)

Termination 
dates

% Fixed 
payable

% Variable 
receivable

EUR 720 2010 1.300-4.652  Euribor(2) 

EUR 350 2012 3.730-4.094  Euribor 

EUR 150 2013 4.650-4.798  Euribor 

EUR 610 2014 2.630-4.435  Euribor

(1) Where we enter forward starting swaps to replace maturing swaps, the year of maturity is determined 
by the maturity date of the forward starting swap. The table does not include notionals for forward 
starting swaps which amounted to €50 million with an effective start date in January 2010 and a 
maturity date of January 2014.

(2) European Interbank Offered Rate

Outstanding interest rate swap agreements at 31 December 2008 are summarised as follows:

Currency 

Notional 
principal 
(millions)

Termination 
dates

% Fixed 
payable

% Variable 
receivable

EUR 590 2009 3.035-4.950  Euribor 

EUR 600 2010 2.350-4.652  Euribor 

EUR 350 2012 3.730-4.094  Euribor 

EUR 150 2013 4.650-4.798  Euribor 

EUR 60 2014 3.370-4.435  Euribor

Foreign exchange risk management
The Group manages its Balance Sheet having regard to the currency exposures arising from its assets being 
denominated in a wide range of currencies. To this end, where foreign currency assets are funded by local 
borrowing, such borrowing is generally sourced in the currency of the related assets. The Group also hedges 
a portion of its currency exposure through the use of currency swaps and forward contracts. At 31 December 
2009 the Group had entered into €147 million (2008: €83 million) currency equivalent of forward contracts 
and there were no option contracts outstanding in respect of its day to day trading. At 31 December 2009 
the Group had also entered into further short-term currency swaps of €234 million equivalent (2008: €323 
million) as part of its short-term liquidity management.

The narrative above deals with short-term currency derivatives only. The Group also enters into longer term 
cross currency swap arrangements in respect of its US Dollar debt, which are set out in more detail in the 
tables below.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2009
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28. Financial instruments (continued)

Outstanding currency swap agreements at 31 December 2009 are summarised as follows:

Currency swapped
(millions) 

Currency 
received
(millions)

Maturity 
date

Interest 
rate paid

Interest 
rate received

USD 176 EUR 168 2010
 Euribor 

+ 2.06
 Libor(1) 

+ 2.00

USD 32 EUR 23 2010  Euribor  Libor 

USD 200 EUR 153 2010  6.61  7.75 

USD 204 EUR 183 2012  9.98  9.65 

(1) London Interbank Offered Rate

Outstanding currency swap agreements at 31 December 2008 are summarised as follows:

Currency swapped
(millions) 

Currency 
received
(millions)

Maturity 
date

Interest 
rate paid

Interest 
rate 

received

USD 176 EUR 168 2010
 Euribor 

+ 2.06
 Libor 

+ 2.00

USD 87 EUR 62 2009  Euribor  Libor 

USD 200 EUR 153 2010  6.61  7.75 

USD 204 EUR 183 2012  9.98  9.65 

Energy risk management
The Group had the following energy hedging contracts outstanding at the end of 2009 and 2008. Gains and 
losses recorded in respect of these contracts have been set out elsewhere in this note.

2009 2008

Notional Maturity Notional Maturity

Energy contracts €9m
Q1 2010 - 

Q4 2011 €10m
Q1 2009 - 

Q4 2011
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28. Financial instruments (continued)

Effective interest rates and repricing analysis
In respect of income earning fi nancial assets and interest bearing fi nancial liabilities, the following tables 
indicate their average effective interest rates at the reporting date and the periods in which they reprice:

2009

Fixed rate instruments

Average 
effective 
interest 

rate

6 months 
or less

€m

6-12 
months

€m
1-2 years

€m
2-5 years

€m

More than 
5 years

€m
Total
€m

Liabilities 

US Yankee bonds 7.60% - - - - 203 203

2015 cash pay notes 8.14% - - - - 358 358

2017 secured notes 8.03% - - - - 485 485

2019 secured notes  8.34% - - - - 489 489

Bank loans/overdrafts 2.13% - 1 3 1 6 11

Effect of interest rate swaps - 720 - - 1,110 - 1,830

Total 720 1 3 1,111 1,541 3,376

Finance leases 7.76% 7 7 9 13 1 37

Total fi xed rate liabilities  727 8 12 1,124 1,542 3,413

Floating rate instruments 

Assets 

Cash and cash equivalents(1) 1.06% 601 - - - - 601

Restricted cash 0.00% 43 - - - - 43

Total fl oating rate assets 644 - - - - 644

Liabilities

Senior credit facility 5.00% 1,823 - - - - 1,823

Receivables securitisation 1.82% 208 - - - - 208

Bank loans/overdrafts 5.46% 65 - - - - 65

Effect of interest rate swaps 2.77% (1,830) - - - - (1,830)

Total 266 - - - - 266

Finance leases 2.00% 1 - 1 2 - 4

Total fl oating rate liabilities 267 - 1 2 -  270

Total net position (350) (8) (13) (1,126) (1,542) (3,039)

(1) Of which €2 million relates to the Company.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2009
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28. Financial instruments (continued)

2008

Fixed rate instruments

Average
effective 
interest 

rate

6 months 
or less

€m

6-12 
months

€m
1-2 years

€m
2-5 years

€m

More than 
5 years

€m
Total
€m

Liabilities 

US Yankee bonds 7.60% - - - - 210 210

2015 cash pay notes 8.16% - - - - 362 362

Bank loans/overdrafts 2.70% 1 1 3 3 4 12

Effect of interest rate swaps - 490 100 600 500 60 1,750

Total 491 101 603 503 636 2,334

Finance leases 7.69% 6 6 15 20 1 48

Total fi xed rate liabilities  497 107 618 523 637 2,382

Floating rate instruments 

Assets 

Cash and cash equivalents(1) 2.33% 700 - - - - 700

Restricted cash 0.66% 19 - - - - 19

Total fl oating rate assets 719 - - - - 719

Liabilities

Senior credit facility 6.11% 2,973 - - - - 2,973

Receivables securitisation 4.18% 207 - - - - 207

Bank loans/overdrafts 9.38% 77 - - - - 77

Effect of interest rate swaps (0.12%) (1,750) - - - - (1,750)

Total 1,507 - - - - 1,507

Finance leases 5.54% 1 1 1 2 1 6

Total fl oating rate liabilities 1,508 1 1 2 1  1,513

Total net position (1,286) (108) (619) (525) (638) (3,176)

(1) Of which €2 million relates to the Company.
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28. Financial instruments (continued)

Liquidity analysis
The following table sets out the maturity or liquidity analysis of the Group’s fi nancial liabilities and net 
settled derivative fi nancial liabilities into the relevant maturity groupings based on the remaining period at 
the balance sheet date to the contractual maturity date:

Liquidity table

2009 

Weighted 
average 

period until 
maturity

No fi xed 
term
€m

Less than
1 year

€m
1-2 years

€m
2-5 years

€m

More than 
5 years

€m
Total
€m

Liabilities

Trade and other payables - 767 - - - 767

Senior credit facility 4.1 yrs - 134 145 1,922 - 2,201

Receivables securitisation 1.7 yrs - 2 212 - - 214

Bank loans and overdrafts 1.4 yrs 14 46 4 4 11 79

US Yankee bonds 15.8 yrs - 15 15 46 369 445

2015 cash pay notes 5.1 yrs - 28 28 83 363 502

2017 secured notes 7.8 yrs - 36 36 109 605 786

2019 secured notes 9.8 yrs - 39 39 116 689 883

14 1,067 479 2,280 2,037 5,877

Finance leases 3.7 yrs - 19 9 14 2 44

14 1,086 488 2,294 2,039 5,921

Derivative liabilities - 22 14 17 - 53

Total liabilities 14 1,108 502 2,311 2,039 5,974

Liquidity table

2008 

Weighted 
average 

period until 
maturity

No fi xed 
term
€m

Less than
1 year

€m
1-2 years

€m
2-5 years

€m

More than 
5 years

€m
Total
€m

Liabilities

Trade and other payables - 908 - - - 908

Senior credit facility 5.0 yrs - 237 249 2,016 1,385 3,887

Receivables securitisation 2.7 yrs - 7 7 216 - 230

Bank loans and overdrafts 1.1 yrs 17 55 6 7 7 92

US Yankee bonds 16.8 yrs - 16 16 47 397 476

2015 cash pay notes 6.1 yrs - 28 28 84 396 536

17 1,251 306 2,370 2,185 6,129

Finance leases 4.3 yrs - 18 18 26 4 66

17 1,269 324 2,396 2,189 6,195

Derivative liabilities - 13 9 13 - 35

Total liabilities 17 1,282 333 2,409 2,189 6,230

The fi nancial liabilities of the Company of €18 million (2008: €17 million) are repayable on demand.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2009
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28. Financial instruments (continued)

The following table sets out the liquidity analysis with regard to derivatives which do not net settle in the 
normal course of business (primarily foreign exchange contracts and currency swaps). The table shows the 
estimated timing of cash fl ows on the liability side of the contracts only:

Liquidity table
2009

Less than
1 year

€m
1-2 years

€m
2-5 years

€m

More than 
5 years

€m
Total
€m

Liabilities
Cross currency swaps  594 18 191 - 803
Foreign currency forwards 147 - - - 147
Total 741 18 191 - 950

Liquidity table
2008

Less than
1 year

€m
1-2 years

€m
2-5 years

€m

More than 
5 years

€m
Total
€m

Liabilities
Cross currency swaps 418 342 196 - 956
Foreign currency forwards 82 - - - 82
Total 500 342 196 - 1,038

Currency analysis
The following table sets out the Group’s fi nancial assets and liabilities according to their principal currencies:

Year ended 31 December 2009 Euro
€m

Sterling
€m

Latin 
America(1) 

€m
US Dollar

€m
Other

€m
Total
€m

Trade and other receivables 709 66 182 29 97 1,083
Available-for-sale fi nancial assets 32 - - - - 32
Cash and cash equivalents 313 38 67 35 148 601
Restricted cash 39 2 1 - 1 43
Total assets 1,093 106 250 64 246 1,759
Trade and other payables 571 36 86 11 63 767
Senior credit facility 1,748 - - 75 - 1,823
Receivables securitisation 208 - - - - 208
Bank loans and overdrafts 38 - 29 9 - 76
US Yankee bonds - - - 203 - 203
2015 cash pay notes 216 - - 142 - 358
2017 secured notes 485 - - - - 485
2019 secured notes 489 - - - - 489

3,755 36 115 440 63 4,409
Finance leases 29 11 - - 1 41
Total liabilities 3,784 47 115 440 64 4,450
Impact of foreign exchange contracts 321 112 - (425) 94 102
Total (liabilities)/assets (3,012) (53) 135 49 88 (2,793)

The Company has no fi nancial assets or liabilities denominated in foreign currencies.
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28. Financial instruments (continued)

Year ended 31 December 2008 Euro
€m

Sterling
€m

Latin 
America(1)

€m
US Dollar

€m
Other

€m
Total 
€m

Trade and other receivables 874 60 141 9 103 1,187

Available-for-sale fi nancial assets 31 - - - - 31

Cash and cash equivalents 479 29 37 62 93 700

Restricted cash 14 4 1 - - 19

Total assets 1,398 93 179 71 196 1,937

Trade and other payables 676 45 74 19 94 908

Senior credit facility 2,847 - - 126 - 2,973

Receivables securitisation 207 - - - - 207

Bank loans and overdrafts 50 - 29 8 2 89

US Yankee bonds - - - 210 - 210

2015 cash pay notes 215 - - 147 - 362

3,995 45 103 510 96 4,749

Finance leases 40 12 - - 2 54

Total liabilities 4,035 57 103 510 98 4,803

Impact of foreign exchange contracts 415 95 - (479) 48 79

Total (liabilities)/assets (3,052) (59) 76 40 50 (2,945)

The Company has no fi nancial assets or liabilities denominated in foreign currencies.

(1) Latin America includes currencies such as Mexican Peso, Colombian Peso and Venezuelan Bolivar Fuerte. 
These have been grouped together principally owing to their size and impact on the currency analysis 
tables within this note.

Currency risk related to fi nancial assets and liabilities denominated in currencies other than the Group’s 
functional currency (euro) represents both transactional and translation risk.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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28. Financial instruments (continued)

Fair value
The following table sets out the fair value of the Group’s principal fi nancial assets and liabilities. The 
determination of these fair values is based on the descriptions set out within Note 2.

 2009  2008

Carrying value
€m

Fair value
€m

Carrying value
€m

Fair value
€m

Trade and other receivables 1,083 1,083 1,187 1,187

Available-for-sale fi nancial assets 32 32 31 31

Cash and cash equivalents 601 601 700 700

Derivative assets 3 3 15 15

Restricted cash 43 43 19 19

1,762 1,762 1,952 1,952

Trade and other payables 767 767 908 908

Senior credit facility(1) 1,823 1,799 2,973 1,837

Receivables securitisation 208 208 207 207

Bank overdrafts 76 76 89 89

US Yankee bonds(1) 203 177 210 124

2015 cash pay notes(1) 358 349 362 227

2017 secured notes(1) 485 488 - -

2019 secured notes(1) 489 498 - -

4,409 4,362 4,749 3,392

Finance leases 41 40 54 57

4,450 4,402 4,803 3,449

Derivative liabilities 170 170 128 128

4,620 4,572 4,931 3,577

Total net position (2,858) (2,810) (2,979) (1,625)

(1) Fair value is based on broker prices at the Balance Sheet date.

The fair value of the Company’s fi nancial assets and fi nancial liabilities approximates to their carrying values.
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29. Contingent liabilities

On 16 January 2007, representatives of the Autoridade da Concorrência (Portuguese National Competition 
Authority) visited the Group’s Portuguese corrugated plant, located in São Paio de Oleiros, as part of what 
appears to be a local investigation affecting several Portuguese companies in the packaging sector. Smurfi t 
Kappa Portugal has cooperated fully with the Autoridade da Concorrência and as of this date has not received 
any news and there have been no developments.

In October 2006, a notice of claim was received by a former subsidiary of Smurfi t Kappa Group from a local 
County Administrative Board in Sweden requiring it to investigate and remediate an adjacent lake. This lake 
was polluted by local industry over a very long period of time. The subsidiary was in dialogue with the County 
Administrative Board over the past 30 years as some of its operations require operating permits under the 
Environmental Code. The investigation is at a preliminary stage and meetings are ongoing with the County 
Administrative Board and other interested parties.

No provisions have been recognised in relation to the above matters, as the Directors believe that these 
liabilities are contingent liabilities on the basis that any possible obligations arising from past events will 
only be confi rmed by the occurrence (or non-occurrence) of future events not wholly within control of the 
Group.

30. Lease obligations

Operating leases
Future minimum rentals payable under non-cancellable operating leases are as follows:

2009
€m

2008
€m

Within one year 51 43

Within two to fi ve years 91 71

Over fi ve years 30 29

172 143

The Group leases a number of properties under operating leases. The leases typically run for a period of 
three to ten years. Rents are generally reviewed every fi ve years. The Group also leases vehicles under various 
agreements that typically run for a period of between two and fi ve years. The agreements do not include an 
extension option.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2009
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30. Lease obligations (continued)

Finance leases
Future minimum lease payments under fi nance leases together with the present value of the net minimum 
lease payments are as follows:

2009 2008

Minimum 
payments

€m

Present 
value of 

minimum 
payments

€m

Minimum 
payments

€m

Present 
value of 

minimum 
payments

€m

Within one year 19 16 18 14

Within two to fi ve years 28 24 44 37

Over fi ve years 1 1 3 3

Total minimum lease payments 48 41 65 54

Less: amounts allocated to future fi nance costs (7) - (11) -

Present value of minimum lease payments 41 41 54 54

The Group has a number of arrangements in place in relation to cogeneration facilities that do not take the 
legal form of leases but convey the right to use the underlying assets in return for a series of payments. These 
arrangements have been assessed as having the substance of fi nance lease arrangements. See Note 12 for 
the capitalised values of these fi nance leases.

The cogeneration plants consist of gas turbines, steam turbines and boilers for the recuperation of exhaust 
fumes. In exchange for a third party vendor constructing such a plant on, or near, a Group paper mill, the 
Group generally commits to purchasing the recouped steam output and a minimum amount of electricity 
produced by the plant. Payment terms generally include both fi xed elements and variable elements 
determined on output consumed by the Group and certain market indices. The terms of these arrangements 
cover minimum periods ranging from six to twenty years, and generally include a bargain purchase option 
and renewal provisions at end of term.

31. Related party transactions

Details of Directors remuneration and interests as required by the Listing Rules are set out in the Report on 
Directors Remuneration on pages 38 to 44.

The principal related party relationships requiring disclosure under IAS 24, Related Party Disclosures pertain to 
the existence of subsidiaries and associates and transactions with these entities entered into by the Group 
and the identifi cation and compensation of key management personnel as addressed in greater detail below.

Transactions with subsidiaries
The Consolidated Financial Statements include the Financial Statements of the Company and its subsidiaries 
and associates as documented in the accounting policies on pages 62 to 63. A listing of the principal 
subsidiaries is provided on pages 152 to 153 of this document.
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31. Related party transactions (continued)

Sales to and purchases from, together with outstanding payables and receivables to and from, subsidiaries 
are eliminated in the preparation of the consolidated fi nancial information in accordance with IAS 27, 
Consolidated and Separate Financial Statements.

Transactions with associates
The Group conducts certain transactions with associates in the normal course of business which are 
summarised as follows:

Sales and purchase of goods and services
2009

€m
2008

€m

Sale of goods 12 23

Purchase of goods (12) (23)

Rendering of services - 1

Receiving of services (4) (5)

These transactions are undertaken and settled on an arms length basis. No guarantees are given or received 
by either party.

The receivables from related parties arise mainly from sale transactions and are due two months after the 
date of sale. The receivables are unsecured in nature and bear no interest.

The payables to related parties arise mainly from purchase transactions and are due two months after the 
date of purchase. The payables bear no interest.

No provision has been made in 2009 and 2008 relating to balances with related parties.

Transactions with other related parties
In 2009, the Group purchased, in the normal course of business, approximately 40,000 metric tonnes (2008: 
52,000) of paper amounting to approximately €18 million (2008: €26 million) from Savon Sellu, a company 
controlled by Dermot Smurfi t together within his brothers Dr. Michael Smurfi t, former Chairman of the 
Group and Alan Smurfi t. An amount of €4 million (2008: €6 million) was owed by the Group to Savon Sellu 
at 31 December 2009.

Transactions with key management personnel
For the purposes of the disclosure requirements of IAS 24, the term ‘key management personnel’ (i.e. those 
persons having authority and responsibility for planning, directing and controlling the activities of the 
Company) comprises the Board of Directors and Secretary who manage the business and affairs of the 
Company.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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31. Related party transactions (continued)

2009
€m

2008
€m

Short-term employee benefi ts 6 6

Post employment benefi ts 1 1

Share-based payment expense 1 1

Total 8 8

Parent Company
The Parent Company is an investment holding company and as a result, holds investments in the Group 
subsidiaries as fi nancial assets. The Parent Company also has receivables and payables with its subsidiaries 
entered into in the normal course of business. These balances are repayable on demand. The notes to the 
Parent Company Balance Sheet disclose these various balances. The Parent Company loss for the year of 
€1 million (2008: profi t of €71 million) arose from transactions with its subsidiaries.

32. Events after the balance sheet date

On 8 January 2010, the Venezuelan government announced the devaluation of its currency, the Bolivar Fuerte, 
and the establishment of a dual rate exchange system. For further details, please refer to Note 4. On 27 
January 2010, the Group confi rmed that negotiations are progressing concerning a transaction that would 
involve the Group acquiring Mondi Group’s corrugated operations in the United Kingdom and Mondi Group 
acquiring the Group’s European sack converting operations.

33. Profi t dealt with in the Parent Company

In accordance with Section 148(8) of the Companies Act, 1963 and Section 7(1A) of the Companies 
(Amendment) Act, 1986, the Company is availing of the exemption from presenting its individual Income 
Statement to the Annual General Meeting and from fi ling it with the Registrar of Companies. Losses of €1 
million (2008: profi ts of €71 million) have been dealt with in the Income Statement of the Company.

34. Dividends per share

Dividends paid in 2008 refl ect the fi nal dividend for the year ended 31 December 2007 of 16.05 cent per share 
and an interim dividend in respect of the year ended 31 December 2008 of 16.05 cent per share.

35. Comparative fi gures

Certain fi gures for the prior period have been adjusted to conform with 2009 classifi cations and disclosure 
requirements.

36. Board approval

The Board of Directors approved and authorised for issue the Group Financial Statements together with the 
Company Financial Statements in respect of the fi nancial year ended 31 December 2009 on 11 March 2010. 
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37. Principal subsidiaries

Each of Smurfi t Kappa Group plc, Smurfi t Kappa Investments Limited, Smurfi t Kappa Holdings Limited, 
Smurfi t Kappa Corporation Limited, Smurfi t Kappa Funding plc, and Smurfi t Kappa Acquisitions are holding 
companies with no operations of their own. A listing of the principal subsidiaries is set out below:

Subsidiaries Principal Activities Country of 
Incorporation

Holding %

Carton de Colombia, S.A.
Apartado Aereo 219,
Cali, Colombia

Manufacture and sale of paperboard 
and packaging products

Colombia 70

Carton de Venezuela, S.A.
Apartado Aereo 609,
Caracas, Venezuela

Manufacture and sale of paperboard 
and packaging products

Venezuela 88

Grupo Smurfit Mexico, S.A. de C.V.
Jaime Balmes, No. 11 Torre D. 7 Piso,
Col. Los Morales Polanco 11510,
Mexico D.F., Mexico

Manufacture and sale of paperboard 
and packaging products

Mexico 100

Nettingsdorfer Papierfabrik AG & Co KG
A-4054 Nettingsdorf-Fabrik, Austria

Manufacture and sale of 
containerboard and holding company 
for Austrian operations which 
manufacture corrugated board

Austria 100

Smurfit International B.V.
Zwaanstraat 1, 5651 CA Eindhoven, 
The Netherlands

Principal international holding 
company

The 
Netherlands

100

Smurfit Kappa B.V.
Zwaanstraat 1, 5651 CA Eindhoven, 
The Netherlands

International holding company The
Netherlands

100

Smurfit Kappa de Argentina, S.A.
Paque Saenz Pena 308 – 8th Floor,
Buenos Aires, Argentina

Manufacture and sale of paperboard 
and packaging products

Argentina 100

Smurfit Kappa Deutschland GmbH
Tilsiter Strasse 144,
22047 Hamburg, Germany

Holding company for German 
operations which manufacture 
and sell paperboard and packaging 
products

Germany 100

Smurfit Kappa Holdings Italia, S.p.A.
Strada Serravalle 30,
15067 Novi Ligure (AL), Italy

Manufacture and sale of paperboard 
and packaging products

Italy 100

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Subsidiaries Principal Activities Country of 
Incorporation

Holding %

Smurfit Kappa Investments UK Limited
Darlington Road, West Auckland,
Bishop Auckland, Co. Durham
DL14 9PE, United Kingdom

Holding company for UK operations 
whose principal activities are the 
manufacture and sale of paperboard 
and packaging products

United 
Kingdom

100

Smurfit Kappa Ireland Limited
Beech Hill, Clonskeagh, Dublin 4, Ireland

Manufacture and sale of paperboard 
and packaging products and printing

Ireland 100

Smurfit Kappa Kraftliner AB
SE – 941 86, Pitea, Sweden

Manufacture and sale of 
containerboard and holding company 
for operations in Sweden and other 
countries which manufacture 
packaging products

Sweden 100

Smurfit Kappa Nederland B.V.
Zwaanstraat 1, 5651 CA Eindhoven, 
The Netherlands

Holding company for Dutch operations
which manufacture containerboard, 
solid board and packaging products

The
Netherlands

100

Smurfit Kappa Nervion, S.A.
B Arriandi s/n, 48215 lurreta,
Vizcaya, Spain

Manufacture and sale of sack paper 
and holding company for Spanish, 
Portuguese and sack converting 
operations whose principal activities 
are the manufacture and sale of 
paperboard, packaging and paper sack 
products

Spain 100

Smurfit Kappa Participations SAS
2 Rue Goethe,
75116 Paris, France

Holding company for French 
operations whose principal activities 
are the manufacture and sale of 
paperboard and packaging products

France 100

Smurfit Kappa Treasury Funding Limited
Beech Hill, Clonskeagh, Dublin 4, Ireland

Finance company Ireland 100

(1) The companies operate principally in their countries of incorporation.

(2) A full list of subsidiaries and associates will be annexed to the Annual Report of the Company to be fi led 
with the Irish Registrar of Companies.

37. Principal subsidiaries (continued)
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37. Principal subsidiaries (continued)

Section 17 Guarantees
Pursuant to the provisions of Section 17, Companies (Amendment) Act, 1986, Smurfi t Kappa Group plc has 
irrevocably guaranteed the liabilities of certain of its Irish subsidiaries and as a result such subsidiaries have 
been exempted from the fi ling provisions of Section 7, Companies (Amendment) Act, 1986. Smurfi t Kappa 
Group plc also has, in accordance with Article 403, Book 2 of the Dutch Civil Code, guaranteed the debts 
of its following Dutch subsidiaries – Smurfi t International B.V., Smurfi t Corrugated B.V., Smurfi t Holdings 
B.V., Smurfi t Investments B.V., Packaging Investments Netherlands B.V., Packaging Investments Holdings 
B.V., Packaging Investments International B.V., Smurfi t Kappa B.V., Kappa Packaging International B.V., CE 
International B.V., Kappa Packaging Nederland Holding B.V., Smurfi t Kappa Nederland B.V., Smurfi t Kappa Solid 
Board B.V., Smurfi t Kappa Shared Services B.V., Smurfi t Kappa Sourcing Services B.V., Smurfi t Kappa Mercurius 
B.V., Kappa Packaging Insurances B.V., Smurfi t Kappa Corrugated Division B.V., Smurfi t Kappa Corrugated 
Benelux B.V., Smurfi t Kappa TwinCorr B.V., Smurfi t Kappa De Zeeuw Golfkarton B.V., Smurfi t Kappa Van Dam 
Golfkarton B.V., Smurfi t Kappa Vandra B.V., Cobra Golfkarton B.V., Smurfi t Kappa Orko-Pak B.V., Smurfi t Kappa 
Oudenbosch Golfkarton B.V., Smurfi t Kappa Zedek B.V., Smurfi t Kappa European Paper Services B.V., Smurfi t 
Nederland Holding B.V., Smurfi t Kappa Specialties Division B.V., Smurfi t Kappa Solid Board B.V., Smurfi t Kappa 
GSF B.V., Smurfi t Kappa Recycling B.V., Kappa Graphic Board USA B.V., Smurfi t Kappa Development Centre B.V., 
Smurfi t Kappa Trimbach B.V., Carton Creations B.V., Steijn Vastgoed B.V., Smurfi t Kappa Paper Services B.V., 
Smurfi t Kappa Roermond Papier B.V., Kappa Holding (Nederland) B.V., Smurfi t Kappa RapidCorr Eindhoven B.V., 
Smurfi t Kappa Hermes N.V., Smurfi t Kappa Paper Sales Benelux B.V., Smurfi t Kappa Group IS Nederland B.V.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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CREST

Transfer of the Company’s shares takes place through the CREST settlement system. Shareholders have the choice 
of holding their shares in electronic form or in the form of share certifi cates.

Ordinary shareholdings

On 31 December 2009, the ordinary shares of the Company in issue were held as follows:

Number of shares Number of
Shareholders

% of
total

Number of
shares held

‘000

% of
total

1 - 1,000 602 36.9 338 0.1

1,001 - 5,000 618 37.9 1,584 0.5

5,001 - 10,000 128 7.8 979 0.4

10,001 - 50,000 137 8.4 3,193 1.9

50,001 - 100,000 38 2.3 2,672 1.2

100,001 - 500,000 66 4.0 15,692 6.0

over 500,000 44 2.7 193,576 89.9

Totals 1,633 100 218,034 100

Stock exchange listings

The Company’s shares are listed on the following exchanges:

Exchange City Symbol
ISE Dublin SK3
LSE London SKG

Financial calendar 

Annual General Meeting 7 May 2010
Interim results announcement 11 August 2010

Website

The Investors section on the Group’s website, www.smurfi tkappa.com, provides the full text of the fi nancial 
results and copies of presentations to analysts and investors. Press releases are also made available in this section 
of the website immediately after release to the Stock Exchanges.

SHAREHOLDER INFORMATION
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Registrars

Enquiries concerning shareholdings shares should be directed to the Company’s Registrars:

Capita Registrars (Ireland) Limited,
P.O. Box 7117,
Dublin 2.

Telephone: +353 (0)1 810 2400
Fax: +353 (0)1 810 2422
Website: www.capitaregistrars.ie

CREST proxy voting

CREST members wishing to appoint a proxy via the CREST system should refer to the CREST Manual and the 
notes to the Notice of the Annual General Meeting.

SHAREHOLDER INFORMATION [CONTINUED]
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