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To the Annual Assembly of Shareholders of the
Company for production of paper and packaging DS
SMITH AD Skopje

REPORT
of
the Supervisory Board for approval of the
performance and conduct of operations in the
Company for 2019

The Supervisory Board of the Company for production
of paper and packaging DS SMITH AD Skopje, in
accordance with provisions of the Law on Trade
Companies and the Statute of the Company as a body
assigned to monitor the work process and supervise
the work of the Management Board of the Company,
during 2019 worked entirely in accordance with the
Law on Trade Companies and the provisions of the
Statute of the Company, wherein most
conscientiously, most responsible and completely in
continuity monitored the work of the Management
Board of DS SMITH AD Skopje.

1. Monitoring over the management and
administration of the Company during 2019

During 2019 the Supervisory Board in accordance
with the provisions of the Statute of the Company
was regularly informed of the overall operation of the
Company, has been presented in all segments,
regularly monitored the financial reports and the
conditions whereby performed comparisons with the
results from previous years having in mind the overall
conditions in the economy.

2. Control of the management and administration
of the Company in 2019

The Supervisory Board during 2019 held 8 (eight)
meetings and regularly reviewed the operations of
the Company for the past period, and gave proposals
and approvals of it's jurisdiction to the Management
Board in accordance with the Statute of the Company
on a regular basis.

On the held meetings, the Supervisory Board
reviewed and discussed all significant issues within
the scope of its authorizations, and foremost
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Ao ToavwHoTo CobpaHWe Ha aKUMOHepn Ha
JpywTeo 3a NnponsBoOACTBO Ha XapThja U ambBanaka
OC CMUTX A Ckonje

M3IBEWTAI
Ha
HapasopHuoT oa60p 3a oaobpysatbe Ha paboTaTa U
3a BOAEeHEeTO Ha paboTereTo co [pyuITeoTo BO
2019 rognHa

Hag3opHuot onbop Ha JpywreoTo 3a
Npov3BOACTBO Ha XxapTuja M ambanaxa OC CMUTX
Al Ckonje, BO cOrnacHoct co oapeabute og
3aKOHOT 3a Tprosckute apywrtsa U CTaTyToT Ha
LpywTBOTO Kako OpraH 3ago/KeH [a ja cneau
pabotata M pa BpwM Hag3op Bp3 pabortata Ha
Ynpashuuot oabop, BO TeKoT Ha 2019 roauHa
paboTelle LENOCHO BO COFMACHOCT CO 3aKOHOT 3a
TProeckute apywrsa U CTatytoT Ha ApywTBOTO, NpH
IUTO HAajCOBECHO, HAjOArOBOPHO W LENOCHO 80
KOHTUHYUTET ja cnepelwe pabotaTa Ha YnpaBHWOT
oabop Ha AC CMUTX ALl Ckonje.

1. Cnegerve HaAa ynpaByBaH-€TO ]
pakoBoaeHeTo €O [pywTBOTO BO TEKOT Ha
2019 rogunHa

Bo Ttexkor Ha 2019 roguHa HapgsopHuoT oabop
cornacHo ogpeabute og CratytoT Ha [ApywTeoTo
penosHo b6ewe uHPOPMMpPAH 33 LENIOKYMHOTO
paboTere Ha [pywTBOTO, BpLIELUE YBWA, BO CUTE
cermeHTM Ha paboTereTo, PefoBHO MM cnepelue
duHaHCuCKuTEe M3BewTam UM cocTojbu npu  WTO
Bpweile cnopeabu cO OCTBApEHMTE pe3ynTaTu of,
NpeTXodHUTe TrOAMHW WMajKU M BO nNpeasug,
LLeNOKynHUTe cocToj6M BO CTONAHCTBOTO.

2. KoHTpona Hapg, ynpaByBaHeTO "
pakosogeberto co Apywrsoro 80 2019 rogmMHa

HapsopHuot opbop BO TekoT Ha 2019 roguHa
ogpXa 8 (ocym) cegHWUM Ha KOW pPeaoBHO o
pasrnegysawe paboterbeto Ha [JpywTsorto 3a
M3MMWHATUOT Nepuoa, AaBale pefoBHO NPeanosun u
corsacHocTM Ha YnpaBHuoT ogbop opn cBojaTa
HagneXHoCT cornacHo CratyToT.

Ha oppxaHuTte cepHuum HapsopHuotr opbop
pa3rnena n pacrnpasalle 3a CuTe 3Ha4YajHu nNpawatka
BO [eN0T Ha CBOMTe OBAacTyBaka, a npen ce
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reviewed the unaudited single financial statements
and unaudited consolidated financial statements for
the previous year, as well as the quarterly periods.

At the meetings where the agenda was reviewing the
unaudited single financial statements and the
unaudited consolidated financial statements for the
previous year, upon invitation, the President of the
Management Board and the managers of the relevant
expert services took their participation, in order to
elaborate in detail about the stated positions from
the submitted financial reports, so that the
Supervisory Board can decide accordingly.

The Supervisory Board, upon the regularly conducted
insight of the Annual Report on the performance of
the Company for the period from January-December
2019, concluded that the performance of the
Company, as well as the management of the work
process had been conducted satisfactory, and as a
result, the achieved financial results for 2019 are
significantly better than last year.

On the basis of the Report and all financial
information, it is hereby established that the
Company has increasingly improved results from the
operation of its business unit - profit center:
Production of cardboard and cardboard packaging
(wide assortment of plates, boxes and agricultural
crates). Namely, the production of cardboard and
cardboard packaging has increased its results of
operations compared to the previous year 2018, both
on the domestic market and in the export abroad.

On the other hand, the business unit — profit center:
Purchase, storage and management of old paper
shows slightly worse performance results in
comparison with the previous year 2018, although
the quantities of purchased old paper as well as sold
balled paper has increased.

For the last 2019, as of 31.12.2019 the Company
realized net profit of 323.343,00 € or MKD
19.885.606,00 (2018: net loss of 714.730,00 €, or
MKD 43.955.887,00).

pacnpaBawe 3a HEpeBUAUPAHUTE  eUHEYHM
OWHAHCUCKM  M3BeWwTau U HepeBMaupaHuTe
KOHCOMMAMPAHN  (PUHAHCUCKM  u3BewTau  3a
npeTxoaHaTa roguHa, Kako W 3a KBapTajHuTe
nepuoaum.

Ha ceaHuuuTe Ha Kou [OHeBeH pesn 6Hewe
pasrnegyBatbe Ha HepeBUAMPAHUTE  efMHEYHM
GVMHAHCUCKM  M3BEWTan U HepeBuaUupaHuTe
KOHCOAMAMPAHU  OUHAHCMCKM  uM3BewTaum  3a

npetxogHata rofuHa, NO rMOKaHa CBOE Y4YecTBO
3emaa [lpetcegatenotr Ha YnpasHuot Opb6op wu
pakoBOAHWUTE /MU Of, COOABETHUTE CTPYYHMU
cnyxk6bu, co uen nogetanHo Aa ce obpasnoxkar
CTeKHaTUTe NO3UUMK OfF [O0CTaBeHUTE PUHAHCUCKK
usgewTam, Aa 6u moxen HagzopHuoT opbop
COOABETHO Aa 0A/1y4yBa.

Haa3opHuoT 0aA60p Mo U3BPLWEHUOT PEAOBEH YBUS,
Ha TloguwHuoT MW3BewrTaj 3a pabortewetro Ha
ApywTsoTO 3a NepuMogoT Opf jaHyapu-O4eKeMBpPHU
2019 roguMHa KOHCTaTUpa JeKka paboTereTo Ha
ApywTBOTO, Kako M BoaereTo Ha paboTereTo co
NCTOTO € U3BPLLEHO 3a0BOJITE/IHO, KAaKo pesynTaTt
Ha WTO OCTBapeHWTe ¢GUHAHCUCKU pesyaTaTh 3a
2019 roguHa ce 3Ha4yMTeNHO Nogo6pu BO 0QHOC Ha
MWHaTaTa rogmHa.

Bp3 ocHoBa Ha WM3BewTtajoT U cute ¢GUHAHCUCKHU
nogaTouM e yTBPAEHO AeKa JpywTBoTo 6Benexxu
3HaunTenHo nogobpu pesyntatm og, paboTereTo Ha
AenosHata  egHuua — npodUTeH  UeHTap:
Mpou3BOACTBO Ha KApPTOHCKM MNAOYM U KapTOHCKA
ambanaxa (WMPOK acopTUMaH Ha MA0YM, KYTUKU W
3emjoaencku rajou). MmeHo, NpPousBOACTBOTO Ha
KapTOHCKU NA0YU M KapTOHCKa ambanaxka Genexwu
pacT Bo pe3yntatute of pabotereTto cnopeabeHo
co nperxoaHaTa 2018 roanHa, Kako Ha AOMALIHWUOT
nasap Taka v npu u3Bo30T BO CTPAHCTBO.

Op, Aapyra CcTpaHa, AenoBHata ejuHuua —
npoduteH ueHTap: OTKyn, cKnagupawe W
ynpaByBake CO CTapa XapTuja 6enexxm MUHUMaNHO
nonowu pesynTatv Bo paboTereto cnopeabeHo co
nperxogHata 2018 roamMHa, MaKO KONUYUHUTE Ha
OTKYNeHa CTapa XxapTvja Kako W nNpopgafeHa
6anupaHa xapTuja 6enexar pacr.

3a muHaraTta 2019 rogmHa, 3akayyHo co 31.12.2019
rogMHa JpywTBoTo oOcCTBapu HeTto pnobueka oA
323.343,00 €, ogHocHo MK/, 19.885.606,00, (2018:
HeTo 3aryba og 714.730,00 €, oaHocHo MK]
43.955.887,00).
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In the past year, the Company has been successfully
certified with the following standards:

Quality Management System 1SO 9001:2015
Environmental Management System ISO
14001:2015

e Occupational Health and Safety BS OHSAS
18001:2007

e FSC Chain of Custody Certification standard

Additionally, the implementation of the following
standards by the Group has started:

e Workplace transport
e  Control of contractors
e Safety committee

Also, as more significant corporate activities in 2019
were the following:

e Upgrading a rewinder for the production of
two-layer patch in the production plant
according to the latest safety
recommendations from the Group;

e |[nstalling Jagenberg adhesive;

e Continuous cooperation with schools and
universities in the Republic of North
Macedonia, which maintains the epithet of a
socially responsible company;

e At the end of 2019, the Company successfully
installed significant automation machines:

- Automatic exposure of the Emba inline
machine, which replaced the manual stacking
of the boxes with automatic;

- Automation of one of the machines Bobst
1575, i.e. installation of automatic input
which replaced the manual work and
increased its productivity;

- Continuous investment/upgrade of the
Corugator, bridge control, E and B wave,
electrical room.

Significant investments realized during 2019 that had
an impact on the financial results are the following:

Bo wuamuHatata roguMHa [pywTBOTO YCNEWHO ce
ceptuduumpalle CO cregHUTe CTaHaapaN:

Quality Management System 1SO 9001:2015

e Environmental Management System ISO
14001:2015

e Occupational Health and Safety BS OHSAS
18001:2007

e FSC Chain of Custody Certification standard

[ononHUTeNHO, OTNOYHATO € CO MMMAEMEHTaLUMja
Ha cnegHuTe cTaHpapav og, Mpynaunjata:

e Workplace transport
e Control of contractors
e Safety committee

Mcto Taka, Kako MO3Ha4aHWU  KOpnopaTUBHU
akTMBHOCTM BO 2019 roguHa Hea cnegHute:

e Haarpapgysatbe Ha  npemoTyBad  3a
NpPU3BOACTBO Ha ABOC/AOjHA NeneHKa BO
NPOW3BOACTBEHUOT TMOTOH NO  HajHOBM
6e36eaHOCHM Npenopaku og Mpynaumjara;

e Wucranuparbe Ha nenununua Jagenberg;

e KoHTMHyupaHa copaboTKa co yynauwrara u
yHUBep3uTeTuTe B8O P.CeBepHa
MakegoH#Kja, co WTO ce ogpXKyBa enuTeToT
Ha OnLTeCTBEHO O4TOBOPHA KOMMaHMja;

e [lpu kpajor Ha 2019 roguHa, [pywTBoTo
YyCMewHo WMHCTanuMpalle 3HayajHu MaluUHU
3a aBTomaTm3auuja:

- ABTOMATCKO u3narare Ha inline MmalmnHaTta
Emba co wro 6Gewe 3ameHeTO payHOTO
penerse Ha KyTUUTe CO aBTOMATCKO;

- ABTOMaTM3aLMja Ha egHaTa 04 MallUHUTE
Bobst 1575, OAHOCHO MWHCTanupare Ha
aBTOMATCKK Bfie3 co wWTo belwe 3ameHeTa
pavHaTa paboTa 7 ce  3ronemmu
NPoAYKTUBHOCTA Ha UCTaTa;

- KoHTuHyuMpaHo uHBecTuparbe/Haarpaaba
Ha Corugator-oT, KOHTpona Ha mocT, E n b
6paH, enekTpocoba.

3HauyajHU MHBECTUUUK peann3upaHu BO TEKOT Ha
2019 rogvMHa KOM LWTO WMMaa BAWjaHWe BP3
GUHAHCUCKMOT pesynTaT ce cnegHuse:
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Upgrade to the Velpap machine - 317.000,00 €
Bobst - 111.000,00 €

Baling machine for Recycling - 14.000,00 €
Vertical platform - 13.000,00 €

According to the conclusion of the Supervisory Board,
the Management Board during the working process
correctly identified the current economic conditions
and properly took measures for successful operation
and increase of the productivity of the production
process.

The conclusion of the Supervisory Board of the
Company is that according to the work of the
Management Board and it's President who also acts
in the capacity of First General Manager of the
Company, with maximum engagement of the
members of the Management team, under his
direction, and all other participants in the process of
operation, DS SMITH AD Skopje maintained the
credibility and reputation of the DS SMITH Group in
Republic of North Macedonia.

3. Results of the economic - financial revision
conducted by the Audit Company Deloitte DOO
Skopje for 2019

In accordance with the Law on Trade Companies and
the Decision of the Annual Assembly in 2018 for
appointment of Audit Company Deloitte DOO Skopje,
a revision had been conducted of the economic and
financial performance of the Company for 2019 by
independent auditors authorized by the Audit
Company Deloitte DOO Skopje.

The auditors Report is conducted in accordance with
the Audit Law of the Republic of North Macedonia,
the International Standards on Auditing and the
relevant ethical standards that enabled the
preparation and fair presentation of the financial
position.

According to the opinion of the independent auditors
the financial reports of DS SMITH AD Skopje show real
and objective state, in all material respects, of the
financial position of the Company as of 31.12.2019, as
well as the results of the operations and cash flows
for the past year in accordance with the audit
regulations in the Republic of North Macedonia and
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e Haarpagba Ha Bennan
317.000,00 espa

e bobcr-111.000,00 eBpa

e banupka 3a Cepsuc xaptuja - 14.000,00
espa

e Beptukanua nnatpopma - 13.000,00 espa

MallnHaTa -

Cnopeg KoHctatauumja Ha HapsopHuoT opbop,
YnpasHuot oabop BO TeKOT Ha paboTereTo
NPaBUAHO U COTNeayBawe TEKOBHWUTE YCNOBM Ha
CTONaHUCyBak€ 1 NPABWIHO NpeB3emMalle MEPKU 3a
ycnewHo  pabotewe M 3ronemyBarbe  Ha
NPOAYKTMBHOCTa Ha NPOU3BOAHUOT NPoLEC.

3akny4yoKk opf cTpaHa Ha HapgsopHuoT opbop Ha
OpywTtBoTO e paerka cornacHo pabotata Ha
YnpasHuot ogbop v HerosuoT [peTcegarten Koj
BOeAHO ja wvma ¢yHKumjaTa Ha [pB leHepaneH
AupekTop Ha [OpywTBOoTO, €O MaKCUMa/HO
aHrakMpare Ha YleHoBUTe Ha MeHalepcKUoT TUMm,
nog HeroBo pPaKkoBOACTBO W CUTE OCTAHaTH
y4eCHMUM BO LENOKYNHMOT npouec Ha paboTtemse,
AC CMUTX AL, Ckonje ro ogpXa KpegnbunutetoT u
peHomeTo Ha [pynaumjata AC CMWUTX B8O
Peny6nuka CeBepHa MakeaoHuja.

3. Pe3yntatTu 04 €eKOHOMCKO - ¢MHAHCUCKaTa
peBusuja wus3BplieHU of, PeBU3OPCKa KyKa
OUNOUT D00 Ckonje 3a 2019 roguHa

CornacHo 3akoHOT 3a TProBCKUTE ApywWTBa WU
Ognykata Ha TlopgvwHoto CobpaHue Bo 2018
rogMHa 3a v3bop Ha peBM3OpCKa Kyka AUTOUT
[00 Ckonje, nspplleHa e pesM3nja Ha EKOHOMCKO -
duHaHCUCKOTO paboTerbe Ha AdpywTsBoTo 3a 2019
rogMHa of, CTpaHa Ha OBNACTEHUTE HE3aBWUCHMU
pesusopu oa Pesusopckata kyka AWIOUT 00
Ckonje.

M3sewTajoT Ha peBu3OopUTE € U3BpPIUEH B8O
COrNacHOCT €O 3aKOHOT 3a peBusnja Ha Penybnuka
Ceseprna MaKepoHuja, MefyHapoaHuUTe cTaHaapam
3a peBu3Mja M peNeBaHTHUTE ETUYKU CTaHaapam
KOM  OBO3MOXMWja  W3rOTBYBakbe U  peasnHo
NpuKaXkyBakbe Ha PUHaHCUCKaTa cocTojba.

Cnopeg, mucneweTo Ha HE3aBUCHWUTE pPeBU3OpU
¢dunHaHcuckuTe n3sewram Ha AC CMUTX Af Ckonje
ja npuKaxkyBaat peanHo u o6jekTUBHO, BO cuTe
MaTepujanHn acnekTu, ¢UHaAHCUCKaTa cocTojba Ha
OpywTsoto Ha geH 31.12.2019 rogauHa Kako W
pesyntatute of paboTereTo U Napu4YHUTE TEKOBM
38 M3MMHaTata roAvHa BO  COMNACHOCT €O
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the international standards for auditing.

Along with the financial reports, the Supervisory
Board in accordance with art.480 of the Law on Trade
Companies reviewed and checked the Annual
Statement of the Company for 2019 and the Annual
Report for the performance of the Company for 2019,
after which he proposes to the Annual Assembly of
Shareholders of DS SMITH AD Skopje to adopt the
necessary decisions for their adoption.

The Supervisory Board, considering the operating
conditions and the work, the engagement of the
Management Board in 2019 fully performed the
assigned duties referred to into the Law on Trade
Companies and the Statute of the Company and
proposes to the Annual Assembly of Shareholders of
DS SMITH AD Skopje to positively evaluate their
performance and the Company's operations for year
2019.

CMeKoBOACTBeHaTa perynatuea Bo Penybauka
CeBepHa MakegoHuja U MefyHapoAHUTE CTaHAapam
3a peBu3uja.

HapsopHuot opbop 3aegHO €O  ¢UHAHCUCKUTE
u3BewTan cornacHo 4n.480 op 3aKoHOT 3a
TProBCKUTE [ApywTBa ruM pasrieda U nNposepu
foguwHaTta cmeTtka Ha ApywreoTo 3a 2019 roauHa
u FoouWHUOT u3BelwlTaj 3a paboTaTa Ha ApylITBOTO
3a 2019 roguHa, no wto Ha lNoguwHoto CobpaHue
Ha akuuoHepu Ha AC CMHUTX AL Ckonje my
npegnara ga ru ycsou notpebHute oanyku 3a
HUBHO YCBOjyBatbe.

Hap3opHuot ogbop, ueHejkM M ycnoBuTe 3a
paboTterbe, Kako M paboTaTa M AHrAXKMaHOT Ha
YnpasHuoT oabop, oueHu AeKka YnpaBHUOT oabop
80 2019 roanHa BO LEAOCT I'M UCMOIHU JOBEPEHUTE
3af0/KeHnja gaaeHu co 3aKOHOT 3a TProBCKWUTe
ApywTea u CraTyToT Ha [JpylwTBOoTO M MYy Npeanara
Ha loguwHoto CobpaHne Ha akumoHepu Ha AC
CMUTX AL Ckonje nNO3UTMBHO fOa [0 OLEHHM
HeroBoTo paboTetbe U paboTereTo Ha [ApywTeoTo
BO Lenoct 8o 2019 roauHa.

President and member / NpeTtceaarten u unex

Mr.Jean Lienhardy / ¥aH Ninenxapar
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