2008
ANNUAL
REPORT

Outotec Oyj ANNUAL REPORT 2008

Contents
ANNUAL REVIEW 2008

FINANCIAL STATEMENTS 2008

Year in brief

1

Contents of the financial statements

42

Technology and service offerings

2

Report by the Board of Directors

43

Strategy

4

Consolidated financial statements, IFRS

49

CEO’s review

6

Key financial figures, IFRS

82

8

Market review

Parent company’s financial statements, FAS

85

Minerals Processing division

12

Shares and shareholders

94

Base Metals division

16

Auditors’ report

97

Metals Processing division

20

Board of Directors

98

Services business

24

Management

Research and technology development

26

Corporate governance statement

102

Environment

30

Information for shareholders

105

Personnel

34

Announcements

106

Risk management

38

Analysts

108

100

Successful year

- good sales growth and proﬁtability

Highly skilled employees are vital to Outotec’s success.
Each ore body is different, therefore an in-depth knowledge
of mineralogy and metallurgy is required when designing an
optimal process solution for various ores and concentrates.

Sales by division

• Demand for minerals and metals technologies continued strong.
• Services business grew by 75 percent from the previous year.
• Return on investment was 61.6 percent and return on equity 42.6 percent.
• Growth is sought also from new customer industries, such as energy sector and
industrial water treatment.
• Flexible business model enables Outotec to adjust its operations to a changing
market situation.

Metals Processing 40%

Minerals Processing 33%
Base Metals 23%
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Outotec’s

technology and service offerings
Outotec is a leading provider of process solutions,
technologies and services for the mining and metal-

Technology deliveries
EUR 3–100 million
10–36 months

lurgical industries. Its expertise covers most metals
and the whole process chain of processing minerals
to metals. Each technological solution is tailored
according to customers’ needs.

Equipment deliveries
up to EUR 15 million
3–24 months
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optimize the metals
recovery

• Grinding
• Flotation
• Physical separation
• Thickening and clarification
• Water treatment and circulation, tailings handling

MINING AND CRUSHING

MINERALS PROCESSING

Operational lifetime of a mine 5-25 years

Operational lifetime of a concentrator 15–25 years
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TECHNOLOGY AND SERVICE OFFERINGS
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Plant deliveries
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Ferroalloys

8 million tonnes

Iron

330 million tonnes

Crude steel

1,330 million tonnes

Direct reduction
plant

Pelletizing plant

Aluminum

40 million tonnes

Sintering plant
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Precious metals
1 million tonne

Aluminum smelter

Copper

19 million tonnes

Nickel

1.5 million tonnes

Alumina
Alumi
na calcinerr

Zinc

12 million tonnes

Electrorefining
plant
Smelter

Sulfuric acid
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210 million tonnes

Used in hydrometallurgical
processing and fertilizer
industry

Sulfuric acid plant

Copper
Nickel
Zinc
Direct leaching
plant

Electrowinning
plant

METALLURGICAL PROCESSING
Operational lifetime of metallurgical plants 20-50 years including capacity expansions and upgrades
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• Continuous profitable growth
• Average annual increase in earnings
per share in excess of 10%
• Annual operating margin always at least 5%
• Strong balance sheet providing
operational flexibility and enabling
development of operations, including
potential acquisitions

GOALS

• New technological solutions
- Developing, acquiring and commercializing
new technological solutions
- Applying existing technologies and
know-how to new customer industries
• Growing the Services business
• Undertaking acquisitions
• Improving the efficiency of operations
- Strengthening the market position
in selected geographic markets
- Enhancing procurement and optimizing
resources

STRATEGY

Growth from services
Outotec’s strategy implementation
actions aim for continuous proﬁtable
growth. The company seeks growth
by increasing its service business,
by developing, commercializing, and
acquiring new technological solutions,
and by offering its existing technologies
to other customer industries beyond
the mining and metals industries. The
company aims to increase its proﬁtability
by improving the efﬁciency of its global
operations.
In 2008, Outotec focuses primarily on
developing the Services business.

Growing the Services business
In the beginning of 2008 Outotec speciﬁed its growth target for the Services
business. The company aims to grow
it to the annual level of EUR 250-300
million by the end of 2010. In 2008, the
sales of Services business grew to EUR
141.2 million, accounting for 11.6 percent

4
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(2007: 8.1%) of Outotec’s sales. The Services business, which is included in the
divisions’ sales ﬁgures, is managed and
developed jointly at corporate level.
There are over 2,000 plants all over
the world that use Outotec technologies. This is a good platform for selling
services. Demand for various services
is increasing, especially for those that
allow customers to improve efﬁciency
and decrease the environmental impact
of their production. Customers are
increasingly outsourcing maintenance of
their plants, particularly in the industrialized countries. They need services
also when the number of new plant
investments decreases, which reduces
Outotec’s sensitivity to ﬂuctuations in the
mining and metallurgical industry.
The Services business requires solid
expertise, local presence and continuous
communication with customers.

Growth through acquisitions
Outotec strives to increase its sales,
strengthen its geographical position,
acquire more expertise and resources,
and complement its technology and service offering through acquisitions.
The 2008 acquisition of the Canadabased Auburn, a service provider for the
mining and metals industries, strengthens Outotec’s Services business. In particular, Auburn’s experience in shutdown
maintenance activities at smelters and
sulfuric acid plants increases the growth
opportunities, because of Outotec’s large
installed base of those plants. With 224
employees, Auburn generated sales
totaling approximately EUR 20 million in
2008. The company has a strong position,
for example, in Canada and Chile.

•
•
•
•

Sustainable technology
Pro customer
Lead in life and work
Share and care

PRINCIPLES

Commercialization of technologies
The importance of energy-efﬁcient
and clean technologies has increased
signiﬁcantly with rising energy prices
and climate change. Outotec has always
aimed at developing technologies that
are energy-efﬁcient and environmentally
sound.
HydroCopper® technology is a result
of Outotec’s extensive research and
development work. It is an advanced
process for producing copper products
directly from concentrate close to the
mine site. The commercialization of
this technology advanced when Outotec
signed a heads of agreement for the basic
engineering and delivery of a HydroCopper® plant in Armenia. The process was
tested with customer’s concentrate at the
demonstration plant of the Pori research
center in Finland at the end of 2008.

The energy sector as a new
customer industry
Technologies that Outotec has originally
developed for the mining and metallurgical industries are being used in other
process industries as well.

A signiﬁcant new breakthrough was
made at the end of 2008 when Outotec
and Eesti Energia agreed to form a joint
venture for the development and marketing of sustainable, energy-efﬁcient, and
economically viable crude oil production
methods based on oil shale. Outotec
tested the circulating ﬂuidized bed
technology with oil shale in its research
center in Frankfurt in summer 2008. At
the end of the year, the company started
the basic engineering of the ﬁrst oil
shale processing plant with the new
technology. The decision to build the
plant in Narva, Estonia, is expected to be
made in 2009. Outotec has been developing several types of industrial applications based on ﬂuidized bed technology
for more than 50 years.

Additional resources for
emerging markets

In 2008, Outotec hired new employees
in its ofﬁce in India and strengthened its
sales and marketing network in China. In
addition, the company signed an agreement with a major engineering company
in Kazakhstan for strategic cooperation
in the marketing and delivery of minerals processing and metallurgical plants,
along with related services, in Kazakhstan and its neighboring countries.

Adjusting to the changing
operating environment
Outotec focuses on its core business and
aims to use outside resources effectively
in response to the market situation. For
project work, Outotec utilizes temporary
employees and local suppliers. Efﬁcient subcontracting reduces risks and
enables the company to operate ﬂexibly,
optimize its cost structure and adjust to
the changing operating environment.

Outotec’s goal is to operate close to its
customers, and therefore the company
is strengthening its global network and
allocating more resources in emerging
markets in China, India, the CIS countries, and South and Central America.

Outotec Oyj
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Growth continued boosted by

a record order backlog
W started year 2008 with a record-level order backlog
We
and succeeded in delivering a large number
a
of projects with demanding schedules.

The year 2008 was successful for Outotec. Our sales continued to increase,
growing 22 percent from the previous
year to EUR 1,217.9 million. In addition
to major technology orders, the sales
were boosted by rapid growth in Services
business. We also continued improving
our operating proﬁt and margin, which
was close to ten percent. We delivered
projects successfully with the aid of our
personnel’s solid project management
expertise and the strong international
subcontractor network. At year-end, our
order backlog was strong despite some
minor cancellations and suspensions.
This has given us a good start for 2009.
The continuous investments in growing the Services business started to bear
fruit as the share of services in our sales
increased considerably. The Canadabased Auburn, a provider of industrial
maintenance services we acquired in
the fall, expanded our service offering,
increased our resources, and strengthened our know-how.

6
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Technology for cleaner and energyefﬁcient production
Our position as a leading technology
provider for the mining and metallurgical
industries is based on innovative, longterm development work. We always base
the development of new technologies on
customer needs. Our solutions make our
customers’ production more efﬁcient,
environmentally sound, and also more
proﬁtable.
Outotec has been focusing on
sustainable technologies ever since the
development of ﬂash smelting process
in the 1940s. Because of their energyefﬁciency, many of our technologies have
become industry benchmarks and have
been rated by the European Union as
“BAT” – that is, the best existing, economically viable techniques with regard
to the environment. Furthermore, our
ferrochrome process won the Cleantech
Finland® 2008 award.
The importance of the environmental impact of production has increased
considerably in recent years. As much

as 70 percent of Outotec’s 2008 order
intake can be classiﬁed under the OECD
deﬁnition as “Environmental Goods and
Services” – in other words, those technologies involved have a positive impact
on the environment when compared to
other technologies. We believe that technologies enabling cleaner production will
provide us with a competitive advantage,
when attitudes, environmental requirements, and regulations become tougher
all over the world.

New customer industries
In addition to mining and metals industry,
our goal is to apply our technologies to
other process industires, such as fertilizer industry, energy production, and the
treatment of process waters.
In 2008, we signed an agreement with
a Venezuelan fertilizer producer concerning the engineering and equipment
delivery for a new sulfuric acid plant.
Later in the year, we agreed to undertake a joint venture with Eesti Energia for
the development and marketing of more

CEO’S REVIEW

Outotec invested strongly in the development of the Services business, which
grew 75 percent from the 2007 level.
Over 120 experts in copper and nickel smelting participated
in the 12th International Flash Smelting Congress organized
by Outotec for its customers and held in October in China.

efﬁcient and cleaner oil shale processing
methods based on Outotec’s circulating ﬂuidized bed technology. We also
begun the basic engineering for the ﬁrst
crude oil production plant using the new
technology.

Focus on order intake and keeping
market shares
The changes caused by the global
ﬁnancial climate were clearly visible in
our customer industries toward the year
end. The demand for metals decreased,
and their prices fell rapidly. It also
became more difﬁcult for our customers
to arrange ﬁnancing. As a result, some
customers delayed or cancelled projects
aimed at increasing production capacity. This caused a slowdown in our order
intake in the last quarter.
The prevailing uncertainty obscures
the current outlook for the mining and
metals industry. However, thanks to our
strong order backlog, Outotec has a
relatively good starting point for 2009.

Some deliveries may be postponed or
cancelled, but we are continuously negotiating also on new projects.
In the near future, we will focus on
our order intake and keeping our market
shares. In addition, we will continue to
develop our Services business. It offers
us many growth opportunities, and our
goal is to achieve an annual sales level
of EUR 250–300 million in the Services
business by the end of 2010. Although
Outotec’s large installed base is a good
platform for selling services, the services
business will not be completely immune
to the changes in the global economy.
Thanks to our ﬂexible business
model based on efﬁcient use of subcontractors, outsourcing, and temporary
resources, we are in a good position
to adjust our operations to a changing
market situation.
There will be demand for our
technologies as long as the increasing
competition in our customer industries
requires investments in more efﬁcient

production. In addition, we are examining opportunities to apply our existing
technologies to new industries.
I would like to thank our employees
for their excellent work in 2008. I am
also happy to note that, according to the
employee survey, our job satisfaction has
improved, and that many projects and
development initiatives have offered our
employees challenges and opportunities
to utilize their broad range of expertise. I
also thank our customers for interesting
joint projects, and our shareholders for
their conﬁdence in our work. I hope our
successful cooperation will continue far
into the future.

Tapani Järvinen

Outotec Oyj
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Developments in the world economy

drive customers’ investments
Outotec is one of the world’s leading developers and suppliers of technology for the mining and metallurgical industries. In these industries, investments are driven by developments in the global economy and the pursuant demand and prices for metals. Rapidly increasing
uncertainty in the global economy in the fall of 2008
also affected the investments of Outotec’s customers.

malmi
ore

ruda Erz

India has a vast domestic market
and rich mineral resources, particularly iron and zinc, but in some areas
insufficiency of energy and water
create challenges. Outotec’s process
technologies save energy and recycle
process waters efficiently.

mineral
minerai
руда

malm

maak
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minério

MARKET REVIEW

Brazil, Chile, Peru and Mexico have
significant mining industry and base metals production because of large mineral
deposits. Brazil is also home to a major
steel industry.

Modern Chinese companies are eager to acquire the latest technology to
secure their business operations under tighter environmental
regulations.

An exceptionally long period of growth
in prices of metals continued in the ﬁrst
half of 2008, but the global ﬁnancial
uncertainty has led this development to
cease and caused prices to drop in the
second half of the year. Growth in the
consumption of metals was also held
back by a slowdown in construction and
problems in the automotive industry. In
addition, interest in investments related
to metals weakened. Furthermore,
speculative investments have strongly
increased ﬂuctuation in the price of metals in recent years.
Weakening demand for metals and
rapidly falling metal prices led to shutdowns and capacity reductions in many
mines and production plants with high
production costs. Furthermore, investments aimed at increasing production
capacity were postponed because of
weakening demand and price estimates
for metals and, especially, because of
difﬁculties in arranging ﬁnancing.

Fragmented competitive landscape
There are a number of players in the
mining and metallurgical industries, and
Outotec has several competitors in each

technology segment. The company’s
product offering is wider than that of its
competitors, covering most metals and
their entire production chain. In addition to building new capacity, Outotec is
delivering technology and services for
the expansion, modernization, optimization, and maintenance of existing plants,
processes and equipment. In addition to
the mining and metallurgical industries,
Outotec’s technologies can be utilized in
other sectors, such as energy production, the fertilizer industry, and industrial
water treatment.
Outotec’s competitiveness is based
on excellent proprietary technologies,
strong process expertise in the whole
production chain, good references, and
a solid reputation in delivering entire
plants. Long-term customer relationships and an established reputation in
the mining and metallurgical industries
make it easier for Outotec to maintain its
market position. The objective of applying existing technologies to other process industries is more challenging and
demands active research and development. References are an important factor in the marketing of new technologies.

Tightening environmental requirements
Rising energy prices and tightening
environmental requirements represent the greatest future challenges for
Outotec’s customer industries. The price
and availability of energy and water have
a signiﬁcant impact on the efﬁciency of
customers’ plants. The environmental
load of the mining and metallurgical
industries has traditionally been rather
high. This industry is governed by local
laws, with many countries having passed
stricter legislation in an effort to achieve
cleaner production. In addition, many
international producers have voluntarily improved their production processes
considerably. Outotec has earned its
strong market position by investing in
the development of energy-efﬁcient and
environmentally sound technologies for
several decades.

Increasing need for services
Two clear trends can be seen in Outotec’s
customer industries: an increasing need
for services and growing delivery sizes.
Customer organizations are managing
some of their maintenance functions
by using their own staff, but interest in

Outotec Oyj
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Metal price index and global economic growth
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Outotec serves its customers on all continents with offices in 21
countries. The company aims to further strengthen its presence
and bring services close to customers, as well as to utilize its
global network of subcontractors in project deliveries.

outsourcing maintenance has increased.
Instead of traditional maintenance
services, Outotec sees more signiﬁcant growth potential in comprehensive
service agreements, the improvement of
production efﬁciency, spare parts deliveries, modernization work, and training,
as well as research and testing services.
As a result, Outotec aims to increase its
sales through Services business, and to
decrease the company’s dependence on
new plant investments.
Industry consolidation and the growth
of customer organizations through mergers have led to larger delivery scopes for
Outotec. By ordering a plant as a turnkey
delivery, customers are able to give full
responsibility for the delivery to a single
supplier. This makes it easier to predict
results and to arrange project ﬁnancing.
Outotec will beneﬁt from this development due to possessing more experience than its competitors do in delivery
of large plants, where price competition
is not as strong as in equipment sales.
Outotec grants a performance guarantee
for plants it has delivered, which covers,
for example, the plant’s metals recovery,
energy consumption, and emissions.

10
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This is a strong competitive advantage for the company.

International operating environment
Outotec serves its customers globally.
The company has ofﬁces in 21 countries
and is present on all continents. The
focus in the growth of metals consumption and the construction of additional
capacity has shifted over the past decade. The greatest growth opportunities
lie in emerging markets such as China,
India, some of the CIS countries, and
South and Central America; by contrast,
demand remains steady in Europe, North
America, and Australia. Outotec aims
to strengthen its presence and bring its
services close to customers, as well as
to utilize its global network of subcontractors in project deliveries.

Demand for metals grows
further in China
Rapid construction and industrialization have increased demand for metals
in China, which already consumes about
a third of the world’s metals. China’s
mineral resources are insufﬁcient for its
needs, which makes it an important buy-

er of metals and concentrates. Recent
years have seen active increase in metals
production capacity and modernization
meeting environmental requirements.
The market in China is challenging due
to tough domestic competition. Nevertheless, modern Chinese companies are
eager to buy the latest technology to
secure their business operations under
tighter environmental regulations. To
increase its competitiveness, Outotec has
expanded its partner network in China.

India’s enormous domestic market
The Indian economy has developed
quickly, and its competitiveness has
strengthened in recent years. The
country’s population of 1.4 billion people
forms a considerable domestic market.
India has signiﬁcant mineral resources,
such as iron and zinc, but in some areas
insufﬁciency of energy and water create
challenges. Outotec’s process technologies are energy-efﬁcient and they recycle
process waters efﬁciently. The company
has strengthened its operations in India
because, in addition to strong market
demand, the country provides workforce
for engineering.

Africa 12% (11%)
Asia 29% (15%)
Australia 8% (11%)

MARKET REVIEW

Sales by destination

(2007 corresponding ﬁgure in parenthesis)

Sales by metal

(2007 corresponding ﬁgure in parenthesis)

South America 23% (32%)
Europe and CIS countries
23% (27%)

Copper 22% (28%)
Iron and steel 12% (25%)

Zinc 9% (6%)
Precious metals 10% (7%)

Aluminum 12% (10%)

Sulfuric acid 13% (9%)

North America 5% (4%)

Nickel 7% (5%)

Ferroalloys 6% (2%)
Other metals 9% (8%)

Rapid construction of new production capacity
began in Australia already in 2003.

Rapid growth in the CIS countries
The economies of the CIS countries have
developed rapidly in recent years. In the
fall 2008, the uncertainty of the ﬁnancial markets made it more difﬁcult for
companies in this region to make investments. Furthermore, possibly falling oil
prices may affect the export earnings of
these countries. Outotec continues to
have growth opportunities in the rapidly
industrializing CIS countries, where the
company is well known and has many
references.
Russia and Kazakhstan have enormous natural resources, ranging from oil
and gas to uranium, coal, base metals
and precious metals, but their utilization requires the construction of new
production plants and the modernization
of existing plants.
Outotec opened an ofﬁce in Kazakhstan in 2007. In 2008, the company
signed a major agreement for a strategic
partnership with Kazakhstan’s largest
engineering institute.

Inconsistent development in
other markets
The importance of South and Central
America to Outotec has increased in

recent years, while the market in North
America has slowed down. For example,
Brazil, Chile, Peru, and Mexico all have
large mineral deposits and signiﬁcant
mining industries and base metals production. Brazil is also home to a major
steel industry.
Rapid construction of new production
capacity began in Australia already in
2003. In Africa, utilization of deposits is
hindered by the shortage of energy, political instability and undeveloped infrastucture. There continues to be demand in
the markets, but new plant investments
are unlikely until the recovery of the
ﬁnancial markets. European production
plants are expected to undergo efﬁciency
improvements, expansions, and modernization.

A time of uncertainty ahead
The demand for metals continues to
grow, which means that construction of
additional capacity will also continue.
Tightening efﬁciency and environmentrelated requirements as well as declining ore grades continue to attract
investments in production modernization
and optimization. Rising energy prices
are also driving the industry to improve

processes in order to achieve lower unit
operation costs. After a long period of
favorable markets, many of Outotec’s
customers are in a good position to
arrange solid ﬁnancing.
From the above, the long-term market outlook seems favorable. However,
the global economic uncertainty makes
it difﬁcult to predict development in the
near future. Variations in the price of
metals has made customers cautious.
It is expected that the number of major
projects involving construction of new
capacity will decrease, that decisionmaking will take longer, and that deliveries of some projects will be postponed.
On the other hand, measures aimed at
improving production efﬁciency and the
outsourcing of maintenance activities are
expected to continue, although this activity is not immune to the effects of global
economy.

Outotec Oyj
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Larger orders for

process solutions
The Minerals Processing division provides whole concentrator plants,
process solutions, proprietary technology and services for the minerals
processing, fertilizer and water treatment industries. The technologies
cover grinding, ﬂotation, physical separation and thickening as well as analyzers and process automation
systems. The division’s customers are mainly engineering and mining companies on all continents.
The Minerals Processing division has
considerably increased its sales of
various commissioning, training, maintenance and auditing services as well
as wear and spare parts.

12
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The world’s largest flotation cells, three TankCell® 300 units,
designed and delivered by Outotec, started operation in 2008 at
OceanaGold’s Macraes gold mine in New Zealand.

The Minerals Processing division provides proprietary processes and equipment for ore beneﬁciation. The technologies are based on several decades
of research and development work at
Outotec’s Pori research center. Because
of its extensive experience, the division
is able to provide whole concentrator
solutions that integrate various equipment and processes such as grinding,
ﬂotation, physical separation, thickening and related process automation and
analyzers. The equipment and expertise
provided by the division can also be utilized in water treatment plants.
Minerals Proccessing division provides its customers various commissioning, training, maintenance and auditing
services as well as wear and spare parts.

Strong demand and increased sales
The demand for the Minerals Processing
division’s products and services continued
strong in the mining industry, especially
in the ﬁrst half of 2008. The average
order size increased considerably as the
construction of concentrators continued
briskly. Additionally, the sizes of the pieces
of equipment sold, such as ﬂotation
machines and grinding mills, were larger.

The division’s sales increased by
39 percent from the previous year,
amounting to EUR 419.6 million (2007:
EUR 302.9 million). The growth in sales
resulted from a higher proportion of
large process solution projects, larger
equipment deliveries under execution
and increased Services business. In
2008, Minerals Processing completed
large deliveries for the Boddington gold
mine in Australia and the Macraes gold
mine in New Zealand.
The division’s operating proﬁt was
EUR 22.5 million (2007: EUR 25.2 million)
representing 5.4 percent of the division’s
sales. Two major items reduced the
operating proﬁt: a realized and unrealized loss of EUR 8.9 million (2007: a
gain of EUR 3.0 million) relating to fair
valuation of currency forward contracts,
and an over EUR 8.5 million one-time
cost caused by the adverse interim award
of the U.S. arbitration tribunal in Iowa
relating to the Pattison Sand Company’s
frac sand project.

Deliveries around the world
In 2008, Minerals Processing received
several signiﬁcant orders. In July, the
division signed a contract worth EUR 75

More
concentrator
deliveries
million for the delivery of a grinding mill
to a major international mining company
in 2010–2011. Salobo Metais ordered 24
TankCell® 200 ﬂotation cells and related
equipment, spare parts, and the supervision of installation for its copper concentrator project in Carajás, Brazil. Delivery
is due at the end of 2009. Nordic Mines
ordered two grinding mills and related
spare parts and services for its Laiva gold
concentrator near Raahe, Finland. Polymetal ordered six grinding mills and spare
parts for the Albazino project and ﬂotation
technology and spare parts for the Dukat
project, both in Russia.
Major orders were also won from
Mirabela Mineração in Brazil concerning
a large technology package for the new
Santa Rita nickel sulﬁde concentrator,
and from Cumerio Med in Bulgaria for the
expansion of a slag concentrator at the
Pirdop copper smelter.

Outotec Oyj
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MINERALS PROCESSING

New employees were
recruited in the
beginning of the year,
especially to
strengthen the
network for the
Services business.

Minerals Processing division’s comprehensive technology
offering, broad experience, strong process know-how and
successful deliveries provide a competitive edge and enable
the division to further strengthen its market position.

At the end of the year, two orders,
which were not yet included in the order
backlog, were cancelled. Russian Copper Company decided to suspend its
Miheevsky porphyry copper project in
Russia due to difﬁculties in arranging
ﬁnancing for the project. Furthermore,
the contractual parties agreed that Outotec’s third drinking water supply facility
project in Sri Lanka, announced in 2007,
will not be implemented.

Need for new experts
The capacity utilization rate was high
throughout the year. In response to rapid
growth, new employees were recruited
in the ﬁrst half of the year, especially to
strengthen the network for the services
business. At the end of the year, the
division employed 673 persons. In addition, Outotec’s international network of
subcontractors grew by new partners.

Strengthened market position
Customers’ interest in larger project
scopes improved the division’s market
position. Minerals Processing is particularly strong in delivering concentrators
and process solutions. In addition, its
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comprehensive technology offering, long
experience, strong process know-how
and good references provide an advantage in competitive bidding and enable
the division to further strengthen its
market position.
Outotec is the market leader in ﬂotation technology and analyzers for the
minerals industry. The analyzers monitor
concentrator processes continuously
in order to ensure maximum yield and
process efﬁciency, and to guarantee that
the concentrate is optimized for further
processing. The division is also one of
the leading providers of grinding, thickening, clariﬁcation and physical separation technologies.

Expectant atmosphere in the markets
The difﬁculties to arrange ﬁnancing
slowed down customers’ decision-making especially on new plant investments
toward the end of the year. However, after
years of good ﬁnancial performance,
some customers are able to increase
their capacity and thereby prepare for
the new increase in demand for metals.
Construction of new capacity usually
takes more than three years from the

investment decision. The current situation is more difﬁcult for junior mining
companies engaged in a single project
and negotiations on new projects are
likely to take longer.
In recent years, the delivery times
have become exceptionally long, due to
the capacity shortage – affecting both
technology suppliers and subcontractors
– that resulted from rapid growth. With
the cooling of the market, delivery times
are expected to become shorter in 2009.

Investments in Services business and
new applications
Minerals Processing has had a good
start at growing its Services business.
The needed resources for further growth
will be secured and marketing efforts
increased.
It is also possible to apply existing
minerals processing technologies to new
industries. In particular, the role of water
treatment and recovery will increase
in many industrial processes in which
Outotec’s technological expertise could
be utilized.
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The role of water treatment and recovery will increase in
many industrial processes. The equipment and expertise of
the Minerals Processing division can be used in both industrial water treatment and drinking water supply plants.

TANKCELL® 300 - WORLD’S LARGEST FLOTATION CELLS AT MACRAES GOLD MINE

Contract

Outotec’s solution

In early 2007 Outotec was commissioned by OceanaGold
Corporation to design and deliver the world’s largest flotation cells, three TankCell® 300 units, to its Macraes gold
mine in New Zealand.

With its solid experience from more than 1,600 TankCell®
units built, Outotec is globally renowned for its flotation
technology. In the Macraes delivery, Outotec used innovative
design and rigorous testwork, the latest proprietary mixing
technologies and process control system. The new TankCell®
300 circuit not only delivered objectives, but surpassed them
in some instances. The gold sulfides recovery improved by
three percent and an annual throughput of six million tonnes
was achieved. The new plant has a better mechanical and
metallurgical stability, lower operating costs and it requires
less maintenance compared to the old two train circuit.

Challenge
Outotec’s challenge was to debottleneck Macraes’ flotation
configuration from two trains to a single train, within an
extremely limited footprint, increase the plant’s flotation
capacity, and improve the recovery of gold bearing sulfides –
all this in a very short time frame.

Project scope
Outotec’s scope covered the design, delivery and installation of the flotation circuit as a turnkey delivery. The project
team started its work in January 2007 in Australia and
Finland. Project implementation progressed smoothly, with
Outotec managing all civil, electrical and associated infrastructure to the tight project deadlines. The new flotation
circuit started operation in early 2008.

The successful delivery by Outotec of three TankCell® 300
flotation cells at OceanaGold’s Macraes gold mine represents a groundbreaking worldwide development for flotation
technology.

Outotec Oyj
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MINERALS PROCESSING

Sales
EUR million

A busy year

with project deliveries
The Base Metals division offers proprietary technologies and special equipment for the processing of base metals concentrates to pure metals and for
the production of ferrochrome from chromite ore for the needs of stainless
steel industry.

A new copper flash smelter was commissioned in 2008 for Konkola Copper
Mines in Zambia. The plant is using
Outotec’s advanced direct blister
smelting method, which improves efficiency because it eliminates the need
for a separate converting phase.
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BASE METALS

Zhuzhou Smelter Group
selected Outotec’s
pioneering zinc direct
leaching process for its
zinc plant expansion in
China. The project was
being commissioned at
the end of 2008.

Southern Peru Corporation ordered a new copper solvent
extraction and electrowinning plant for its Tía María project
in Peru, which was the division’s biggest order in 2008.
When completed in 2010, the plant will produce an estimated
120,000 tonnes of copper cathodes per year.

The Base Metals division’s expertise
covers the production processes for both
sulﬁdic and oxidic ores. The division is
able to provide the best possible solution for each customer’s raw material
by combining both pyrometallurgical
and hydrometallurgical technologies.
Because of their energy-efﬁciency and
environmental beneﬁts, several of
Base Metals’ processes have been rated
by EU as the Best Available Techniques.
The division develops and provides
advanced technologies for the producers
of copper, nickel, zinc, precious metals,
and ferroalloys. The division’s deliveries may include feasibility studies, basic
engineering, technology licenses and
proprietary equipment, assistance in
construction and commissioning, testing
and customer training as well as maintenance and spare part services.
The expertise of Base Metals is a
result of decades of research and development work at Outotec’s Pori research
center as well as numerous technology
deliveries. The division also works in
close cooperation with its customers in
improving their production processes.

A busy year
The year 2008 was busy for the Base
Metals division, with several new orders

received, implementation of projects and
commissioning of the delivered plants.
The division’s sales rose by eight
percent from the previous year to EUR
295.3 million in 2008 (2007: EUR 274.2
million). Base Metals completed the copper ﬂash smelting-ﬂash converting plant
project in Yanggu, China, and the copper
smelter project in Zambia. Proﬁtability
also improved, with operating proﬁt rising to EUR 48.7 million (2007: EUR 43.9
million), representing 16.5 percent of the
division’s sales (2007: 16.0%).
Outotec’s workshop, Outotec Turula,
focused on manufacturing equipment for
Base Metals, which enabled the division
to make deliveries on time. The division
also succeeded in commercializing new
technologies and in increasing its Services business.

New modernization, expansion and
service contracts
Base Metals agreed with KGHM Polska
Miedz on the modernization of a ﬂash
smelting furnace in Glogów, Poland,
due for completion in 2009. The plant is
based on Outotec’s advanced technology,
which enables the production of blister
copper directly from concentrate without
a separate converting phase.
The division agreed with ASA Metals

More
long-term
service
contracts
on the delivery of a chromite ore pelletizing plant and two preheating kilns in
South Africa. The new plant is expected
to be commissioned at the end of 2009.
Furthermore, the division agreed with
Southern Peru Copper Corporation on
the delivery of a copper solvent extraction and electrowinning plant for the Tía
María project in Peru, due for completion
in 2010.
Base Metals signed a ﬁve-year
service agreement with Boliden concerning consulting, engineering, and
project services for Boliden’s mines and
smelters in Sweden and the Tara mine
in Ireland. The division also extended its
agreement on engineering and project
services for the Boliden Harjavalta and
Kokkola plants and for the Norilsk Nickel
Harjavalta plants.
Outotec Oyj
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Base Metals aims to offer customized service packages to its customers already during the sale of technology in order to improve
the efficiency of its customers’ production plants throughout their
life cycle.

Commercialization of new technologies
Base Metals took a step forward in the
commercialization of the HydroCopper®
process by signing a heads of agreement
with an Armenian copper producer on
the basic engineering and delivery of a
HydroCopper® plant for the Zangezur
mine. Test runs with the customer’s
concentrate were performed at Outotec’s
demonstration plant in Pori, Finland.
Improvements were made in the
manufacture of permanent cathodes,
utilized in a modern tankhouse process. The ﬁrst contracts were signed on
the delivery of a material management
system for the tankhouse, as well as the
ﬁrst set of proprietary cooling towers
was sold in 2008.
In addition, a breakthrough was
made in the modernization of a ferromanganese furnace, which supports the
division’s goal of increasing participation
in the modernization of its customers’
existing plants.

More experts
Base Metals recruited new specialists
for technology development, for project
deliveries, and for the Services busi-
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ness. At the end of the year, the division
employed 747 persons, an increase of
20.5 percent from 2007.
The challenge in the coming years
will be to train new employees for
demanding expert positions through onthe-job learning and to transfer to them
the tacit knowledge held by the older
generation.

Stronger market position through
advanced technology
Base Metals is the leading supplier of
technologies for the production of base
metals and ferroalloys. Many of the
proprietary technologies developed by
the division are superior to those offered
by competitors. Technological leadership will prove an increasingly important
competitive factor, because only with the
most advanced technology can customers achieve the most efﬁcient, safe, and
environmentally sound production.
The division’s solutions cover production processes for more metals than
those of its competitors, who typically
focus on only a few production technologies or one metal. In addition, the division’s competitive position is strength-

ened by its broad expertise and long
experience in the production processes
of several metals.

Focus on developing new technologies
and services
The uncertainty in the world enonomy
is expected to slow down customers’
decision-making, particularly for greenﬁeld investments. However, production
efﬁciency, energy-efﬁciency and clean
production methods will become more
and more important, and investments
aimed at modernizations are expected to
increase.
The objective of the Base Metals
division is to maintain good proﬁtability and strong market position, and to
continue to develop new technologies as
well as its Services business. Customers are increasingly willing to outsource
non-core functions. Consequently, Base
Metals aims to offer suitable service
packages to customers already during
the sale of technology in order to improve
the efﬁciency of its customers’ production plants throughout their life cycle.
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The new copper plant, commissioned in
2008 in Yanggu, China, uses Outotec’s clean
Flash Smelting - Flash Converting technology and advanced Lurec® sulfuric acid plant
technology.

DESIGN AND DELIVERY OF A GREENFIELD COPPER PRODUCTION PLANT IN CHINA

Contract
In 2005, Outotec agreed with Yanggu Xiangguang Copper
Company on the design and delivery of a greenfield copper
production plant to be built in Yanggu, China. The contract
value was over EUR 50 million.

project team consisted of experts from Finland, Germany,
Sweden and China. A total of 50,000 manhours were used at
Outotec for engineering and supervision. The first feed into
the flash furnace took place in August 2007. All the facilities
were successfully commissioned within a very short period of
time. The project was completed in 2008.

Challenge
The challenge was to design the whole production plant so
that it will have low capital investment and operating costs,
meet the tightening environmental requirements 50 years
ahead, be energy-efficient, and that the production capacity
of the new plant can easily be doubled later on.

Project scope
Outotec’s scope included licenses, basic engineering and
proprietary equipment for both flash smelting and flash
converting furnaces, delivery of anode casting shop and
tankhouse machinery including permanent cathodes, as
well as engineering and key equipment for the precious
metals and sulfuric acid plants. Nanchang Engineering &
Research Institute of Nonferrous Metals was in charge of
the local detail engineering and project implementation. The
engineering work for the project started in 2005. Outotec’s

Outotec’s solution
Outotec, mastering the whole process chain for producing
electro-refined high quality copper from concentrate, used
its latest technologies in terms of energy-efficiency and environmental performance when designing the processes. The
new plant’s production capacity is 200,000 tonnes of copper
per year. The two-and-half-year time to establish a smelter
literally on a green field is among the shortest in the history
of smelter projects. This project will be used as a benchmark
for new smelters, not only because of its short project and
commissioning time, but also due to the economical and
environmental performance of the plant.
Yanggu Xiangguang Copper received the highest environmental award of 2008, ’National Most Environmentally-Friendly
Project’, from the Chinese Government for its smelter project.

Outotec Oyj
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Large turn-key projects

under implementation
The Metals Processing division provides technologies and services for iron,
steel and aluminum industries. It also provides sulfuric acid plants, off-gas
technologies and roasting plants for the non-ferrous metallurgical industry.
The division’s technologies can also be used in the
fertilizer and pigment industries as well as for energy
production.

The Metals Processing division is the
technology leader in iron ore pelletizing plants. The majority of the world’s
iron ore pellets are produced using
Outotec’s traveling grate technology.
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METALS PROCESSING
The growth in Metals Processing division’s sales resulted
primarily from the good progress in the delivery of aluminum technology, large sulfuric acid plant and roasting plant
projects.

The Metals Processing division develops and provides technologies for the
processing of iron ore, alumina, aluminum, ilmenite and synthetic rutile, for
the roasting of sulﬁdic concentrates,
and for the production of sulfuric acid.
Moreover, it offers the energy sector
customized solutions including coal
charring, gasiﬁcation and combustion,
and oil shale pyrolysis based on circulating ﬂuidized bed technologies.
The scope of deliveries ranges from
feasibility studies, plant audits, and plant
de-bottlenecking to technology transfer packages and lump-sum turnkey
plant deliveries. The division serves its
customers both in new plant investments
and in the modernization and expansion
of existing plants.

Improved proﬁtability
Customers continued to invest actively
in the ﬁrst half of 2008. Project delivery
times were tight since it was important
for the customers to get their production going as quickly as possible due to
a strong demand for metals. However,
toward year’s end the market sentiment
changed and the demand for technologies slowed down.

Metals Processing’s sales in 2008
grew over 14 percent from the previous year to EUR 494.7 million (2007:
EUR 432.3 million). The growth resulted
primarily from the good progress of sulfuric acid plant, roaster and aluminum
projects. The division ﬁnalized the large
pelletizing plant project for Samarco
in Brazil, the sulfuric acid technology
delivery for Yanggu in China, the alumina
calciner delivery for Gove in Australia
and the sintering plant project for Tata
Steel in India.
Operating proﬁt improved signiﬁcantly to EUR 61.1 million (2007: EUR 38.1
million), representing 12.3 percent of the
division’s sales. The positive development
came from the volume growth, license
fee income, project margin improvements, change orders, and a number of
successful project completions.

Major orders for pelletizing and
sinter plants
The largest orders received in 2008
were for the engineering and supply of
equipment for a sulfuric acid plant for
Petroquímica de Venezuela for fertilizer
production and for an iron ore pelletizing plant for Tata Steel in India. This will

More growth
from new
customer
sectors
be one of the largest iron ore pelletizing
plants in the world. The division signed
signiﬁcant contracts for the delivery of
aluminum technologies to China and a
sintering plant to India as well as for the
delivery of traveling grate technology for
an iron ore pelletizing plant in China.
Outotec and Eesti Energia agreed to
establish a joint venture for the development and marketing of sustainable,
energy-efﬁcient and economically viable
oil shale processing methods. The suitability of Outotec’s circulating ﬂuidized
bed the technology for the processing of
oil shale was tested in 2008 at Outotec’s
Frankfurt research center.
At the year end, the division and Eesti
Energia’s subsidiaries also signed an
agreement for the delivery of basic engi-
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The Metals Processing division’s key competitive advantages are
technological leadership, long experience and solid expertise in
managing and implementing large turnkey projects, which
guarantee high-quality deliveries for customers even in challenging
circumstances.

neering for a crude oil production plant.
Fluidized bed technology was developed
back in the 1940s and is successfully
applied worldwide in calcination and
roasting plants. The application of this
technology for other industries is currently under examination.

Recruiting of new talents continued
Metals Processing recruited employees
to further strengthen its operations and
to boost the Services business. However,
due to reduction in temporary project
workers, the number of employees
decreased by 4.6 percent from 2007 and
numbered 561 at the end of 2008. The
knowledge transfer from experienced
to younger professionals will demand
attention from the Metals Processing
division.

of sulfuric acid plants. It is particularly
well established in India and Brazil. The
division also managed to win major deals
in China despite aggressive competition
and lower-priced solutions from local
producers.
Metals Processing division’s key
competitive advantages are technological
leadership, many years of experience and
solid project expertise, which guarantee
high-quality deliveries for customers
even in challenging circumstances. One
sign of superior quality and solid project
know-how is a quality award presented
to Outotec by Samarco Mineração in recognition of Outotec’s performance during
the construction of Samarco’s third
pelletizing plant. Launched in 2005, the
project was completed on schedule, and
the world’s largest iron ore pelletizing
plant was commissioned in April 2008.

Technological leadership as a
competitive advantage

Growth from new customer sectors

The competitive landscape in the delivery
of technologies for the metallurgical
industry is fragmented, with a large
number of small suppliers. Metals
Processing retained its market leadership in all of its technology sectors and
strengthened its position as a supplier

The global recession and the dramatic
drop in metal prices are expected to slow
down customers’ decision making.
The Metals Processing division’s key
targets are to maintain its market position and to continue proﬁtable business.
The division will strive to increase its
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sales by investing in Services business
and by offering its customers services
for production optimization and debottlenecking as well as continuous service
contracts and the delivery of spare parts.
Furthermore, the division will strive
for ﬁnding new applications and new
customer industries for its existing technologies. Growth is expected especially
from the energy sector, where promising
projects have already been set in motion.
A ﬂexible way of working and an
extensive network of subcontractors are
the key elements in maintaining good
proﬁtability and adapting to market
changes.
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Outotec received a Prêmio Samarco de Excelência 2008
quality award from the Brazilian iron ore producer
Samarco Mineração for its high-quality services and
safety achievement during the construction of
Samarco’s third pelletizing plant.

DELIVERY OF THE WORLD’S LARGEST IRON ORE PELLETIZING PLANT IN BRAZIL

Contract
In September 2005, Outotec signed a contract for the
turnkey delivery of a pellet indurating furnace for Samarco
Mineração in Ponta Ubu, Brazil. The total contract value
exceeded EUR 170 million.

Challenge
The challenge was to design and build the core process of
the world’s largest pelletizing plant as a lump-sum turnkey
delivery within a tight schedule, so that the plant would
comply with the latest environmental regulations.

Project scope
Outotec set up an engineering office in Belo Horizonte and
started the work in late 2005. Outotec’s scope included
testwork, the entire engineering, equipment supplies, construction, commissioning and technical assistance with the
core plant, which included the indurating furnace, process
fans, gas cleaning equipment and auxiliary installations.
The majority of the services and supplies were sourced
locally from the state of Espírito Santo. Outotec’s project
team in Germany and Brazil spent almost four million man-

hours with the project. The pelletizing plant was successfully commissioned in April 2008.

Outotec’s solution
Outotec had already experience from deliveries of nine
pelletizing plants in Brazil and 50 other reference plants
around the world. Samarco’s new plant was designed to
comply with the latest environmental regulations. In addition to proven traveling grate technology, Outotec used
leading edge measuring and control technology and an
integrated expert system for an optimized plant operation,
which allowed the plant to become a model of energyefficient pelletizing. The plant’s energy consumption is
20 percent lower compared to other comparable plants.
Samarco’s plant is treating 7.25 million tonnes of iron
ore per year, which makes it the largest in the world. The
project goals were accomplished within a very tight delivery
time.
Outotec was awarded Prêmio Samarco de Excelência 2008
by Samarco as a recognition for its high standard of services and supplies and safety at work.

Outotec Oyj
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EUR million

Services business

in rapid growth
One of Outotec’s strategic goals is to grow its Services business and to
become the lifetime service partner for its customers. The targeted growth
will increase the share of value-added services in sales and balance out
some of the cyclicality related to the new plant
investments of the mining and metals industry.

The Canada-based Auburn, acquired
by Outotec in 2008, offers among other
things shutdown maintenance services
for smelters and sulfuric acid plants.
Auburn has over 200 maintenance
experts.

Outotec has a global network of service
centers that provide customers advanced
services and critical support locally. The
services are designed to optimize the
customers’ plants and processes.
Depending on the technology and
plant in question, these services may
include plant audits, optimization,
upgrades, maintenance, project management and training. As an essential part
of the Services business are shutdown
maintenance services, plant and equipment maintenance and component
services.
The customers want to improve the
efﬁciency of their operations and minimize the environmental impact of their
plants. To ensure a long-term optimal
performance of a new plant the customers often buy maintenance services from
the technology supplier, who can ensure
the maximum availability and reliability
throughout the life cycle of the technol-
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SERVICES

Outotec’s services are designed to
optimize the customers’ plants and
processes.

In 2008, more than 300 service experts participated in an international training program aiming at enhancing the sales of services.

ogy investment. Outotec has an unparalleled line-up of professionals who
are highly experienced and understand
how to optimize customers’ plants and
processes.

Services taken into account in all
business operations
In the past few years, Outotec has
strengthened its capabilities and
resources required in the Services business. Initially the focus was on exploiting
old installed base and on growing proactive selling of spare parts and other service offerings. Now the new technology
agreements include always also services.
Outotec’s Services business is
managed and developed on a corporate
level. The sales of Services business is
included in Outotec’s business divisions
and reported as a whole on a Group level.
Today the services are taken into
account in all business operations;
research and technology development,
sales and marketing, engineering and
customer documentation, sourcing, purchasing and project execution. Services
are offered to customers already in connection with the technology sale.

Signiﬁcant growth
Outotec speciﬁed its growth target for
the Services business at the beginning
of 2008. The company aims to grow the
business to an annual level of EUR 250300 million by the end of 2010.
Outotec strengthened its Services
business in 2008 by acquiring the Canadian Auburn, a service provider for the
mining and metals industries. Auburn
has a diversiﬁed expertise in shut-down
maintenance services for smelters and
sulfuric acid plants.
Outotec’s installed base of over 2,000
deliveries all over the world offers large
potential to grow the Services business.
For example, those over 600 sulfuric acid
plants and over 40 smelters delivered by
Outotec need different services continuously.
In 2008, the sales of Services business were EUR 141.2 million responding 11.6 percent from the Group’s sales
(2007: EUR 80.6 million and 8.1%). There
was a 75 percent growth from the corresponding level of 2007.

OUTOTEC’S SERVICES

Expert services
Plant audits
Plant and equipment inspections
Operation consultation
Start-up support
Training
Research and analysis services
Equipment and plant upgrade services
Process and equipment optimization
Plant modernization
Installation and start-up services
Operation and maintenance
Preventive maintenance
Operational maintenance
Operation and maintenance training
Component services
Spare and wear parts
Component repair services
Stock management

Outotec Oyj
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Energy-efﬁcient solutions

through technology development
Outotec aims to further improve its competitiveness through the development of more efﬁcient and cleaner technological solutions for its customers.
Continuous development of technologies and equipment is vital for Outotec in
maintaining its technological leadership.
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Outotec’s technological leadership is
based on the expertise of the whole
processing chain from ore to pure
metal, close cooperation with customers, extensive experience, and decades
of research and technology development carried out at the company’s own
research centers.
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RESEARCH AND TECHNOLOGY
DEVELOPMENT

Outotec aims to find the technology solution that best matches the customer’s
needs. Furthermore, with its service
offering the company aims to ensure that
the solution is used in the cleanest and
most efficient way possible.

Outotec is an industry leader in technology development. Many of its
proprietary technologies are the most efficient on the market in terms
of metals recovery, energy and water consumption as well as process
efficiency.

Outotec’s research and technology development work is driven by the customers’
needs, such as for example lowering production costs, increasing total yield, or
reducing environmental load of the production. Another key factor determining
the direction of technology development
is water and its decreasing availability at,
for example, mines. Production processes require fresh water, which is poorly
available at many mining sites. Outotec’s
product development aims to reduce the
amount of water required in processes by
increasing water recycling and reducing
the amount of waste water.
Production processes create slags
and other by-products. Outotec aims to
improve the quality of these by-products
by further processing them into marketable products and by ensuring their safe
storage. Emissions are minimized by
Outotec’s efﬁcient methods of puriﬁcation.

Competitive advantage from strong
development
Outotec is an industry leader in technology development. The company’s
technological leadership is based on
the knowledge of the whole process-

ing chain from ore to pure metal, close
cooperation with customers, extensive
experience, and decades of the research
and technology development carried out
at the company’s own research facilities. Outotec’s competitors do not have
corresponding facilities that allow the
development of proprietary technologies
and test runs.
Outotec’s research and technology
development (RTD) operations employ
about 230 persons. In 2008, the expenses
of the RTD were EUR 20.2 million (2007:
EUR 19.9 million). The company’s RTD
activities were more extensive than
this suggests, since the ﬁgure does not
include the research work carried out
for customers and studies conducted in
cooperation with universities. In addition to implementing Outotec’s internal
RTD projects, the research facilities in
Pori, Finland, and in Frankfurt, Germany,
conduct direct research and test runs
for customers. The Pori research center
specializes in minerals and nonferrous
metals processing, while the Frankfurt
research center focuses on the pelletizing and sintering of iron concentrates, the
development of sulfuric acid plants, and
circulating ﬂuidized bed technologies.

New
technology
for production
of energy
Outotec’s key areas of expertise are
physical separation, metallurgy of solidstate materials, pyrometallurgy, hydrometallurgy and gas-handling
technologies. In addition, the company
has extensive knowledge of material technology, environmental and
energy technology, plant and equipment
engineering, equipment and process
automation, and the implementation of
international projects.

Cleaner technology
Sustainable metals production is a major
challenge for the mining and metallurgical industries. With the right technological solutions, metals can be produced in
an efﬁcient and environmentally sound
manner. Indeed, the role of technology
in solving problems has increased in
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Outotec’s Pori research center re
received the Recognised for Excellence award in
the Finnish
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Fi i h Excellence
E
ll
Quality
Q lit Awards.
A
Its score of over 500 points entitles the
research center to use the five-star Recognised for Excellence (R4E) emblem.

recent years. Choosing the right technology is particularly important when one is
investing in new production process with
a service life of several decades. With its
service offering Outotec aims to ensure
that its technology solution is used in the
cleanest and most efﬁcient way possible.
According to an internal assessment, about 70 percent of the company’s
order intake in 2008 (2007: 80%) can be
categorized under the OECD deﬁnition as
Environmental Goods and Services (EGS)
– in other words, goods and services to
measure, prevent, limit, minimize, or
correct harm to the environment.
The study also showed that 63 percent of Outotec’s technologies are clearly
EGS technologies and, depending on the
application, further 33 percent can be
considered as EGS.
In addition to energy-efﬁciency,
Outotec aims to improve the materials
efﬁciency, water consumption, reliability,
usability and safety of the customer’s
production. Energy represents the largest cost item in customers’ production,
and reduction of its use will improve production efﬁciency while reducing carbon
dioxide and other emissions.
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Commercialization of technologies
Outotec strives for the rapid commercialization of its new technologies. New
technology commercialized in 2008
includes, for example, the delivery of a
copper solvent extraction and electrowinning plant in Peru. The plant, based
on proprietary product development,
represents the largest solvent extraction
and electrowinning technology delivery
in Outotec’s history. In addition, Outotec
signed a letter of intent for the basic
engineering and delivery of a HydroCopper® plant in Armenia. Test runs were
carried out with customer’s concentrate
at the HydroCopper® demonstration
plant of the Pori research center in the
fall of 2008.

Applications for other industries
A new breakthrough is the application of
Outotec’s circulating ﬂuidized bed technology in oil shale processing. Outotec
tested the technology with oil shale at its
research center in Frankfurt during the
summer of 2008. In addition to oil shale
and oil sand, the technology can be utilized in recycling of materials containing
hydrocarbons, such as plastic waste and
tires. Outotec and Eesti Energia agreed

to form a joint venture for the development and marketing of environmentally
sound, efﬁcient oil shale processing
methods.

Active utilization of intellectual
property rights
Outotec protects the results of its
research and technology development
in all product groups in the main market
areas via the application of intellectual
property rights (IPRs). In 2008, patenting remained at a good level, with a
record number of invention disclosures
made. Information on the importance
and utilization of patents in business
operations has been distributed actively
among personnel. Outotec made 45 patent applications for new inventions and
was granted 277 new national or regional
patents. Outotec has 503 patent families,
including a total of 4,448 national patents
or applications and 60 trademarks.
Application for patents and registration of trademarks is the responsibility
of Outotec’s IPR Management function,
whose duties include active monitoring
of competing patents and the IPR activities of competitors. Patenting and the
evaluation of new inventions is a long-

RESEARCH AND TECHNOLOGY DEVELOPMENT
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Patents by technologies

(2007 correspondinf ﬁgure in parenthesis)

Generic research 11%

New product development 43%

Ferrous and ferroalloys
16% (16%)

Hydrometallurgy 33% (32%)
Minerals processing 16% (17%)

Explorative research
18%

Incremental product
improvement 28%

Sulfuric acid, off-gas,
roasting12% (12%)

Pyrometallurgy 17% (17%)
Other 6% (6%)

Outotec granted 22 employees a Technology Award at its technology
seminar held in conjunction with Millennium Technology Week in
Helsinki. The awards totaled approximately EUR 100,000. Outotec’s
Technology Award aims at encouraging employees to make new
inventions and innovations.

term effort that involves several stages.
The process may take several years.
Because of the large and ever increasing
amount of scientiﬁc and technological
information, it is more and more difﬁcult
to obtain comprehensive patent protection. More attention is therefore being
paid to the selection of various protection and defense methods and business
tactics that will secure IPRs.
In Outotec’s industry, IPRs have traditionally been respected. However, suspected infringements are increasing. As
a result, there is growing demand in the
industry for IPR monitoring and inspections. Outotec has been actively asserting its IPRs for years, and the company’s
strong reputation as a patent-holder
helps to prevent infringements.
Intellectual property rights and the
related principles are prominent on the
agenda in work with customers and
research collaboration partners. Also,
IPRs are supplemented with appropriately chosen contract tactics. Monitoring
and prevention of IPR infringements is
particularly challenging in developing countries, an issue that has been
addressed actively in recent years. How-

ever, processes and related technologies
are difﬁcult to copy, because they are
customized to suit the raw materials to
be used.

Extensive partner network
The development of new technology
requires broad expertise, a variety of
resources, and the ability to take risks.
The work also requires long-term effort:
full commercialization may take up to
5–10 years. This is why Outotec emphasizes cooperation and the sharing of
knowledge and expertise in technology
development. Technology is mainly developed in collaboration with customers,
but subcontractors, research institutes,
and universities are also signiﬁcant
partners.
Outotec participates actively in the
innovation projects organized by the
Finnish state. Outotec signed a partnership agreement with the Geological
Survey of Finland in March 2008. The
agreement aims to promote cooperation
in research and development of mineral technology. New areas of research
and development collaboration include
environmentally sound and sustain-

able minerals processing, new process
applications, utilization of by-products
and tailings, and environmental risk
management at mines. Outotec and the
Geological Survey of Finland also agreed
on researcher exchange in demonstration plant tests and commissioning of
new plants for Outotec’s customers.
Outotec’s focus in sponsoring initiatives promoting the common good is on
research related to sustainable development. For example, Outotec participates
in the Helsinki University of Technology energy research program with an
investment of EUR 100,000. One of the
research topics is minimization of energy
losses in combustion processes.
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From ore to metal while saving

energy and the environment
As an industry-leading developer and supplier of technology, Outotec is committed to promoting sustainable development in the solutions offered to its
customers. Many of Outotec’s technologies that conserve the environment,
energy and natural resources and that are originally
developed for the mining and metallurgical industries,
are also applied in other process industries, such as
energy production and industrial water treatment.
In 2008,
“The
Minerals
Outotec
Processing
supporteddivision’s
Engineers
goal is toBorders,
Without
be the CUSTOMERS’
a group of German
FIRST
CHOICE inofselecting
students
Darmstadt
technology
University,
proto
vider three
build
for their
water
processing
collectors
plants,”
in Laikipia
says
division’s
in
Kenya. These
leaderenable
Jari Rosendal.
to collect
50,000 liters of water during rainy
season to help families’ life over dry
season.
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ENVIRONMENT

In the design and implementation of
a new production plant it is required to
take into consideration all direct and indirect environmental effects throughout the
life cycle of the technology.

“The
Many
Minerals
of the Processing
technologies
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developed
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byisOutotec
to be the
have
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FIRST
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BAT -in
Best
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Available
technology
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the European
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Jari Rosendal.

All aspects of Outotec’s operations are
based on the principles speciﬁed by its
personnel, which are sustainable technology, pro customer, lead in work and
life, and share and care.
Outotec informs its business
partners and subcontractors about its
corporate responsibility principles and
uses reliable, long-term subcontractors
in joint customer projects.

Clean technologies from high-quality
research
In major customer projects involving
Outotec, subcontractors and partners,
the supply process management and
a consistent level of quality are of key
importance.
Outotec’s Pori research center in
Finland has been developing its operations systematically for several decades.
Accordingly, it was the ﬁrst research and
development company in Finland to be
awarded a quality management system
certiﬁcate, in 1994. The center adopted
an occupational health and safety system
in 2005, and the environmental management system was renewed in 2007. In
addition, some of the research facility’s
laboratory functions have been accred-

ited as a test laboratory for measuring waste gases and for analyzing the
composition of copper and its alloys.
Self-evaluation has been used as a tool
for developing operations since 1999.
Quality and its development is an
important part of Outotec Pori research
center’s activities and management of
operations. In order to raise these matters on a new level, the research center
participated in Finnish Excellence Quality
Awards competition in 2008. It received
a prestigious award and was entitled to
use the ﬁve-star Recognised for Excellence (R4E) emblem.
In addition to Finland, Outotec’s
main locations in Sweden, Germany, and
Australia operate in accordance with
certiﬁed ISO 9001 quality management
systems.
Outotec’s both research centers have
an environmental management system
certiﬁed to the ISO 14001 standard; an
OHSAS 18001 occupational health, safety,
and environment management system;
and an unrestricted Safety Checklist
Contractors (SCC***) certiﬁcate.
Outotec was awarded a Prêmio
Samarco de Excelência award in 2008
by Brazilian iron ore producer Samarco

Mineração. This award is in recognition of Outotec’s excellent performance
during the implementation of Samarco’s
third pelletizing plant project and, in
particular, of Outotec’s high quality of
services and supplies, ability to meet
deadlines, social responsibility, and
workplace safety.
Outotec’s customer Yanggu Xiangguang Copper received the highest Chinese enviromental award for its smelter
project. Thanks to Outotec’s environmentally sound technology, the copper
plant will meet the strictest enviromental
requirements for years to come.

Environmentally sound total solutions
Outotec’s goal is to offer customers
better and better production methods
for the efﬁcient use of raw materials,
reduction of water and energy consumption and minimizing of emissions. The
company aims to achieve clean and safe
work environments in production plants.
Outotec has made also the evaluation
of indirect environmental effects a part
of process development. The objective is
to minimize the need for transportation
in processes and to shorten production
chains.
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Broad collaboration developing
the industry
Outotec works in collaboration with
its customers and various stakeholders when developing technologies for
the industry that meet environmental requirements. A representative of
Outotec has participated as an expert
in the European Union’s working group
that evaluates the reference values and
norms for Best Available Techniques. In
addition, Outotec has been involved in
the International Copper Association’s
Health and Environment Program committee work. The relevant committee is
responsible, for example, for evaluating
and supporting the development of new
copper production technologies and the
implementation of new customer applications for the copper industry.

Cleaner methods for oil shale
processing
Outotec tested circulating ﬂuidized bed
technology with oil shale in its research
center in Frankfurt during the summer
of 2008. In addition to oil shale and oil
sand, the technology can be utilized in
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recycling materials that contain hydrocarbons, such as plastic waste and tires.
In late 2008, Outotec and Eesti Energia agreed to form a joint company for
the development and marketing of sustainable, energy-efﬁcient and economically viable oil shale processing methods.
Outotec also started basic engineering
for the ﬁrst oil production plant to use
the new technology in Narva, Estonia.

Environmental impact of own
operations
Since most of the employees work in
ofﬁces the environmental impact of
Outotec’s own operations is relatively
small. The effects are managed with
unit-speciﬁc environmental and quality
management systems.
In Outotec’s global operations, tools
supporting cooperation and communication via information networks play a key
role. At the end of 2008, Outotec introduced an online collaboration tool, which
reduces the need to travel to internal
meetings and supports efﬁcient communication.

Outotec’s workshop in Turula and the
Pori research center participate in the
energy-efﬁciency program of the Federation of Finnish Technology Industries.
The minimum energy-saving target is
nine percent.
The Cleantech Finland® 2008 award
presented to Outotec for its ferrochrome
process is a good example of the recognition received in the ﬁeld of environmental technology. Outotec also participates in the Environmental Forum of
the Confederation of Finnish Industries.
In 2008, Outotec’s CEO was appointed
as the chair of the forum. In addition,
many presentations have been given at
seminars and conferences on Outotec’s
environmental technologies.

Dialogue with students
Outotec cooperates closely with universities and offers them collaboration in different types of research projects in order
to increase research and improve study
opportunities in the industry.
In 2008, Outotec organized ﬁeld trips
for students to production plants, internships, topics and supervision for diploma

ENVIRONMENT

Technology students learned more about Outotec and other member companies
of the Association of Finnish Steel and Metal Producers at a student day held at
the Helsinki Fair Centre. Discussion topics included the availability of skilled
people, globalization, the role of traditional industry in a post-industrial society,
and where materials should be manufactured.

theses, and lectures on various topical
issues. Also, many graduate students
have contributed to the development of
Outotec’s technologies through their
research.
Outotec donated EUR 35,000 through
the Outokumpu Foundation to be distributed as scholarships to students and
researchers in Finland. Outotec also
provided research funding to Germany’s
University of Cologne in Germany.
Alongside other member companies
of the Association of Finnish Steel and
Metal Producers, Outotec participated
in organizing a student event held at the
Helsinki Fair Centre in April. The event
was aimed at increasing the participating
companies’ attractiveness as an employer.

Support for improving living conditions
Outotec’s main sponsorship is the Millennium Technology Prize. In 2008, the
prize was awarded to Professor Robert
Langer for his inventions and work on
controlled drug delivery and the development of innovative biomaterials for
tissue engineering. Langer’s inventions
have improved the health of millions

of people and have been utilized, for
example, in ﬁghting cancer and heart
disease. More than 100 million people a
year are treated with methods developed
by Langer.
Outotec also sponsors non-proﬁt
organizations and initiatives promoting
the common good, arts and culture, and
youth work in areas where the company
has operations.
In 2008, Outotec donated a total
of EUR 20,000 to charitable causes.
Through Engineers Without Borders,
a group of German students, Outotec
supported the building of water collectors in Laikipia, Kenya, which has been
suffering a drought. The company also
supported the work of the Chinese Red
Cross to help the victims of the Sichuan
earthquake and the work of UNICEF in
improving children’s education opportunities in India; the donated sum is used
to familiarize 750 teachers with teaching
related to hygiene and sanitation issues.
In the ﬁeld of arts and culture,
Outotec supported Kokkola Opera Summer 2008 as well as the female choir
Philomela, which visited Zambia to pro-

mote Finnish culture and strengthen the
cultural identity of Zambia. In addition,
Outotec supported an art exhibition by
Finnish artists in Santiago, Chile.
Outotec’s business units sponsored
associations, which encourage children
and youth sports and hobbies, on a local
basis.
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A learning corporate culture

increases job satisfaction
Outotec is an expert organization, and the competence of its personnel
secures the company’s ability to meet the future challenges. The company
speciﬁes areas of focus for its personnel development, which are annually adjusted with business and growth objectives.
Outotec pursues a responsible and sustainable Human
Resources policy that ensures continued
competitiveness.
Outotec offers opportunities for new
talents to fully utilize their potential,
continuously develop their skills and
grow into a broad range of international
expert positions.
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PERSONNEL

To strengthen its Services business,
Outotec organized an international
training program for services personnel. In 2008, more than 300 employees
participated in the training program.

At Outotec, mentoring has a key role in transfer of tacit knowledge from seniors to
juniors. Thanks to flexible employment arrangements, many of Outotec’s experts,
already in retiring age, may continue in expert positions.

At the end of 2008, Outotec had a total
of 2,674 employees (December 31, 2007:
2,144). For 2008, Outotec had, on average, 2,483 employees (2007: 2,031). The
average number of personnel increased
by 452 since 2007 because of business
growth and active recruitment. Temporary employees accounted for close
to 15 percent, or about 400, of the total
number of employees at the end of 2008.
One of the key areas in human
resources development is ensuring the
availability of sufﬁcient and appropriate resources. Outotec aims to secure
the availability of skilled employees and
expertise by organizing own development
programs.
In 2008, the key areas of development
in human resource management were
performance management, personnel
planning and resource allocation, competence management and development,
and leadership development to support
the strategic goals.

Human Resources function supports
business
Successful project management is one
of Outotec’s core competences, which
are supported by the Human Resources

function with continuous training and
supervisor support, along with assistance in personnel planning and resource
allocation. Business divisions and
Human Resources management work
in close cooperation to secure these
resources.

Transfer of tacit knowledge
At Outotec, mentoring is in a key role
in transfering of tacit knowledge from
seniors to the juniors. Thanks to ﬂexible
employment arrangements, many of
Outotec’s experts, already in retiring age,
may continue working in their positions.
In addition to the mentoring programs implemented in Finland, Germany
and Chile, a “dual leadership” model was
piloted successfully in Sweden. In this
model, an experienced senior supervisor
pairs up with a junior supervisor to grow
into a supervisor position. The experienced supervisor in turn gets more time
for developing the unit.
With succession planning, Outotec
aims to ensure that all key expert positions are secure under all conditions. At
Outotec’s research centers many already
retired experts have continued their
career as consultants, thus transferring

knowledge to their successors. A succession plan was prepared for the Group’s
Executive Committee in 2007, and in 2008
to the Management Committees and
experts of the business divisions.

Training to achieve goals
Outotec maintains and continuously
improves the competencies and wellbeing of its employees by offering several
types of development programs that support business operations.
In 2008, the company launched a new
development program for sales personnel. The aim is to coach personnel for
demanding sales meetings and negotiations, such as sales negotiations related
to major projects and new technology, by
utilizing experienced and highly skilled
sales experts. In 2008, some 170 people
participated in the program, which will
continue in 2009.

Encouraging career opportunities
and fair rewards
Outotec is the industry’s leading
researcher, developer of technologies,
as well as plant and equipment supplier,
who has to take care of its expert organization in order to retain its competetive
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Personnel by country

Australia 8%

Finland 36%

North and South
America 28%

Germany 14%
Rest of the world 5%

Rest of Europe 9%

Personnel by business area

Corporate management
and support functions 132

Minerals Processing
673

Metals Processing 561
Base Metals 747

Other businesses
561

More Out of Ore!
Outotec’s brand contains a promise of a technolocal leadership,
innovation, reliability, and spirit of collaboration. In order to
fulfill this promise, a joint corporate culture based on Outotec’s
principles is being built.

advantage. In addition to a competitive
salary, it is as important to offer the personnel ﬂexible job rotation. To increase
ﬂexibility, Outotec prepared guidelines
in 2008 for personnel transfers between
units and job rotation globally. The model
has been piloted in Finland and will be
applied throughout the organization.
The Outotec Board of Directors
established a new share-based incentive program for key personnel for
2008–2010. In 2008, about 60 employees
participated in this program. More information regarding the company’s incentive programs is on page 62 in the Notes
9 and 10 as well as on company’s stock
exchange releases on March 23, 2007
and March 3, 2008.

Aiming to be the preferred employer
Outotec’s goal is to become the industry’s most desirable employer worldwide. To increase its recognition and to
strengthen its employer image, Outotec
has actively sought different forms of
collaboration with, for example, university students, especially in Finland and
Germany.
The goal is to expand collaboration
with students in other countries as well.
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The collaboration has already given birth
to the Murjottelu project, a traineeship
program for design students. The role of
design has become increasingly important for Outotec’s product development.
In 2008, Outotec had about 30 university students as trainees from different
ﬁelds.

in May in Skellefteå, Sweden, and the
second in November, in Espoo, Finland.
The meetings addressed issues related
to workloads, incentives, balancing
work and private life, strategy, Services
business, and scenarios for the future.
Outotec aims to develop the Round Table
into a forum that offers concrete proposals on how to take things forward.

Lead in life and work creates
well-being

Job satisfaction at a good level

Outotec supports the job satisfaction and
motivation of its employees in the ways
best suited to each speciﬁc unit and culture. New practices are being developed
to ensure the smooth operation of the
work community.
In Sweden, Outotec has successfully
piloted a part-time life coach to assist
employees with issues related to work,
the work community, or their personal
life. A full-time campus coach was hired
in 2008 in Espoo, where Outotec has
some 600 employees.

Outotec conducts annually employee
surveys for the entire organization. The
response rate in the 2008 employee
survey was 73 percent (2007: 79%). The
results for 2008 indicate improvement in
views concerning motivation, compensation, and commitment since the survey
conducted in 2007. Employees felt also
that Outotec’s operational model has
improved since the previous survey.
Based on the results of the employee
survey each department speciﬁes areas
for development annually.

Outotec Round Table met twice

Taking care of health and safety

In 2008, two meetings were held by the
Outotec Round Table, a negotiating body
speciﬁed in the European Works Council
Directive. The ﬁrst meeting was held

Outotec’s policy is to treat all employees
equally. In addition to laws and regulations, the company complies with local
conventions and good personnel man-
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OUTOTEC’S PRINCIPLES

agement principles worldwide. Outotec’s
occupational health functions are based
on national legislation and generally accepted practices.
The company assesses the work
ability of employees regularly and provides opportunities for promoting and
maintaining work ability and well-being
at work. Safe work practices are part of
the skills of every employee, not only in
ofﬁce work but also at the research centers and in ﬁeld operations carried out at
customer sites.
The Pori research center has a cleanliness and safety index, which in 2008
was 86, continuing the good level of 2007
(85.3). Other ofﬁces have unit-speciﬁc
local health and safety regulations.

Biggest safety risks relate
to work assignments
Most of Outotec’s engineering work is
carried out in an ofﬁce environment.
Outotec is, however, continuously sending employees to different parts of the
world on work assignments. From the
occupational safety standpoint, the
greatest risks are associated with work
assignments in countries that have little awareness of safety issues and no

occupational safety culture. In these
countries, Outotec’s employees follow
the company’s own occupational safety
principles.
In December 2008, Outotec was
granted the Prêmio Samarco de Excelência 2008 award by Brazilian iron ore
producer Samarco Mineração. The award
recognizes Outotec’s good performance
during the implementation of Samarco’s
plant project, including workplace safety.
Outotec provides training in occupational safety in Espoo for all employees
whose work involves or will involve participating in installation, commissioning,
maintenance, or general site operations
related to plants delivered by Outotec.
The objective of the occupational safety
training is to improve practical collaboration between the customer and supplier organizations on shared sites.

Sustainable technology
Our business is to create new technologies,
which benefit our customers, while taking
into account economic, social, and environmental issues. Quite simply, we promote
prosperity through ingenuity.
Pro customer
One of the reasons for our continued growth
is the strength of our customer relationships.
By listening with care to our customers’
needs, learning about their culture and values
as well as exchanging ideas, we establish
relationships that last a lifetime.
Lead in life and work
We want to create happiness by balancing
work with our lives in general. A culture that
encourages constructive feedback, equality
and respect is incredibly motivating.
Share and care
As a global company we benefit immeasurably from our diversity. Our multicultural
nature provides us with a global perspective,
a massive source of ideas, and a network of
knowledge. The more we share and care, the
stronger we become and the more rewarding
our work is.
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PERSONNEL

Personnel by age range

Educational background

Proactive risk management is

a foundation for business
Outotec operates in accordance with its risk management policy, which speciﬁes
the objectives, approaches, and areas of responsibility of risk management.

On the Group level, the Board of Directors is responsible for the company’s risk
management. The CEO and the Executive
Committee are responsible for deﬁning and implementing risk management
procedures, and for ensuring that risks
are taken into account in strategic planning and business operations in order to
achieve strategic and ﬁnancial targets.
Furthermore, the policy deﬁnes a balanced risk proﬁle from the perspective
of all stakeholder groups. More information about the company’s risks and risk
management procedures can be found
in the Report by Board of Directors on
pages 47-48, and Note 18 to the Financial Statements on pages 70-72.

Key strategic and business risks
Strategic and business risks are associated with the nature of the business and
are often difﬁcult to quantify. Among
other areas, strategic risks relate to
Outotec’s business portfolio, the market
position, and major investments. Business risks, in turn, are connected with
operating environment, customers’ and
subcontractors’ operations, and overall
economic outlook.

Cyclical nature of the mining and
metallurgical industries
The market for technology providers for
the mining and metallurgical industries
is driven strongly by the overall investment activity in these industries and

the underlying global consumption of
metals, the balance (or imbalance) of
metals supply and demand, the capacity
structure of the industries involved, and
metal prices.
The cyclical nature of Outotec’s
sales therefore is driven primarily
by the changes in global supply and
demand related to metals and the capital
expenditure plans of the mining and
metallurgical companies. In order to
be less dependent on the mining and
metals industries, Outotec has started
to pursue opportunities to sell existing
technologies to other process industries.
These cross selling efforts have already
resulted deliveries in energy, fertilizer
and water industries.

Identiﬁcation and consideration of risks
in strategic planning
Outotec has deﬁned a risk to be anything that might have an impact on the
activities the company has undertaken in
order to achieve its objectives. Risks can
be threats, uncertainties, or lost opportunities but also chances.
Outotec’s business divisions are
responsible for managing the speciﬁc
risks related to their strategy and operations. The company’s support functions
facilitate the implementation of the risk
management policy and develop ways of
working that beneﬁt the whole company.
The external and internal auditors
monitor the risk management process.
Based on information reported by the
business divisions, the company’s contract management function compiles
quarterly risk reports for the Audit Committee, Executive Committee, internal
and external auditors.

OUTOTEC’S INTERNAL CONTROL OF RISK MANAGEMENT STRUCTURE
Risk management
policy

Periodic
risk reports

Board /
Audit Committee

CEO and Executive
Committee
Policy and
procedures

Corporate support
functions
Facilitation

Outotec’s
businesses

External parties
customers, contractors
suppliers
RISK MANAGEMENT
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Audits and
reviews of
controls
Internal
audit
Result of
compliance
and audit
reviews

External parties
auditors
AUDIT AND CONTROL

Political, economic, and other
uncertainties

For decades, Outotec has been able to
maintain and strengthen its competitive
position and market share by investing
in continuous research and development
in order to offer superior technologies
and processes for its customers. Each
of Outotec’s business divisions has
somewhat different competitive business
environment. For some technologies, the
market entry barrier is high because of
the years of practical experience needed
in order to successfully design and commission processes meeting the needs
associated with different ore types.
Therefore, Outotec closely monitors the
markets to stay ahead of competition and
any possible new entrants.
The company’s aim is to develop
new technologies and services in order
to ensure its customers’ access to the
latest technological developments.
Outotec’s future success will depend
also on its ability to enhance its existing
technologies and services, address the
increasingly sophisticated and diverse
needs of its customers, stay at the front
line of technological advances, and conduct its business on a cost-effective and
timely basis.

Business operations in emerging
markets may present risks that are not
encountered in countries with more
fully established economic and political
systems. These risks are related to economic instability and potential difﬁculty
of anticipating future business conditions
in these markets. These market conditions, which may change rapidly, may
cause delays in the placement of orders
for projects awarded and thereby subject
it to volatile markets.

Operational risks
Operational risks may arise as a consequence of inadequate or failed internal
processes or systems, people’s actions,
or external events. Risks of this kind are
often connected with projects, information technology, or infrastructure, and
their actualization can lead to liability,
loss of property, and suspension of operations or harmful environmental effects.
Operational risks may be related to
following matters:
• Uncertainty of commencement of
projects; Outotec’s research and testing
facilities are used in testing customers’
raw materials in order to select the right
process and discover parameters for
performance guarantees.

• Pricing of contracts; Most of the
contracts are ﬁxed price contracts.
Outotec secures the cost of raw materials, components and outsourced work
before making an offer to a customer
in order to hedge possible increases in
subcontracted materials and work.
• Suspension, termination, and alteration of contracts; Outotec applies strict
criteria in adding projects to order intake
and backlog. Most projects are cash ﬂow
positive starting from an advance payment and continuing with milestone payments. If cancellations occur, committed
costs and lost proﬁts must be typically
covered by the cancelling party.
• Dependence on suppliers; Outotec
uses hundreds of suppliers around the
world where ever it is most feasible
for the project. These suppliers include
mechanical workshops, component
manufacturers, local construction and
engineering companies. The relationships
are long term and new, critical suppliers
undergo a ﬁnancial and quality audits.
• Ability to implement large and complex customer projects; Outotec has
been delivering thousands of projects in
the past decades and has strong experience in international project work in
different cultures and locations and the
company has developed a comprehensive
project risk management systems such
as PRIMA.

STAGES OF PRIMA THROUGHOUT THE PROJECT

Pre-offer and
quotation stage

Offer/tender and
negotiation stage

Project execution
stage

Key risks:
• Country
• Customer
• Political
• Tecnological
• IPRs
• Insurance

Key risks:
• Project scope
• Subcontractors
• Financing
• Resources
• Timetables
• Contracts

Risk assessment
• Progress
• Construction
• Subcontract
management
• Insurance
• Local portions

Risk assessment

Contract

Monthly follow-up

Final acceptance

• Lump-sum turnkey
• Technology transfer packages
• Equipment deliveries
• Services

• Project audit and management
• Site and plant audits
• Percentage of completion

• Test runs
• Performance
guarantees
• Provision releases

Refusal of offer

INTERNAL AUDIT

Acceptance,
guarantees and
warranty
• Performance tests
• Possible
adjustments
• Warranties
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Competitive environment and changes
in customer requirements

• Sufﬁciency of insurance coverage; In
order for the company to have sufﬁcient
coverage, the Group’s insurance coverage is reviewed regularly and if needed
the company takes project based additional insurance cover.
Some of the company’s operational
risks are covered by insurance. Outotec
has speciﬁed the implementation of procedures for identifying, assessing, and
reducing operational risks as a key risk
management priority so that projectrelated surveys and reporting are carried
out according to the guidelines set forth
in the Project Risk Identiﬁcation and
Management (PRIMA) policy. Contractually protected are the extents of responsibility in given performance guarantees,
raw material and subcontractors’ price
increases in the majority of projects.

Financial risks
Financial risks comprise market, liquidity, and credit risks. Outotec’s ﬁnancial
risk management and related Financial
Risk Policy is to reduce the earnings
impact of ﬂuctuations in currencies,
interest rates, and other factors of
uncertainty, as well as to ensure sufﬁcient liquidity.
All treasury’s investments related to
liquidity management are made in liquid
money market instruments with, as far
as possible, low credit risk and within
preagreed credit limits and maturities. The limits are reviewed regularly
by the Group Audit Committee. Part of
Outotec’s project advance payments can
be invested in local money markets in
emerging countries.
Financial risk management is discussed in more detail in Note 18 of the
consolidated ﬁnancial statements on
page 70-72.

PRIMA, operational risk management
throughout the project
Outotec’s business operations comprise
many different projects. At the end of
2008, Outotec’s order backlog included
24 projects with a value in excess of EUR
10 million, accounting for 70 percent of
the total backlog. The keys in successful
project execution are good project management skills and strict procedures.
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The PRIMA policy was created to better
manage the various project-related risks.
The key objective of PRIMA is to identify
and manage these risks intelligently, in
order to ensure proﬁt recognition for the
company. This means that the objective
is not necessarily to avoid risks so much
as to recognize and manage them.
PRIMA is an integrated process
covering all stages of a project. It starts
in the sales phase and continues through
the bidding, negotiation, and execution
stages up until the end of the warranty
period. Proposals and their underlying
estimates, as well as the resulting customer and sub-supplier contracts, are of
great importance in the PRIMA process.
Classiﬁcation and analysis of risks
is documented, and on the basis of the
analysis, appropriate follow-up actions
are speciﬁed. These actions may also
include abandonment of the proposal.
The goal is to identify proposals that
can be expected to inﬂuence Outotec’s
proﬁts, turnover, cash ﬂow, and competitiveness, as well as the availability of
resources and technology.

Intellectual property rights and active
IPR policy
Intellectual property rights are a key
element of Outotec’s business. All types
of IPRs are considered to be important
business assets for the company. IPR

Management, a part of Outotec’s RTD
function, is responsible for applying
and maintaining of patents, registering
and maintaining trademarks, managing
inventions, coordinating outside patent counsels, remitting payments, and
assisting in IPR disputes. In addition to
ownership of numerous patents, patent
applications, and trademarks, Outotec is
also a proprietor of other ofﬁcially registered IPRs and non-registered rights
such as trade secrets, copyrights, and
agreements.
Outotec’s investment in IPR assets
aims for competitive advantage. The goal
is to protect Outotec’s technologies and
products according to their main market
areas and in segments where patenting is an important part of the business.
Competitive advantage is also supported
by active follow-up on competitors’ IPR
activities and competing technologies.
Outotec has an active IPR strategy,
which is implemented by protecting
the rights relating to inventions, products, technologies, and R&D results;
protecting the company against competitors’ hostile activities; preventing
infringements; targeting a commercially
expedient IPR portfolio; and promoting
the company’s image as an innovative
company.

ACTIVE IPR POLICY

Proactive monitoring of
competitors’ patenting and
business practices in different
market areas
Relationship with customers, subcontractors
and suppliers
Operating principles and knowledge management
Legislative and contractual protection
Inventions
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All ﬁgures in the annual report have been rounded and
consequently the sum of individual ﬁgures may deviate
from the sum presented.
Key ﬁgures have been calculated using exact ﬁgures.

Markets
Markets in the mining and metals industry
were strong in the beginning of the year, but
uncertainty in the world economy weakened
the demand for Outotec’s products and
services towards the end of the year. In 2008,
customers initiated various ferrous metals, base metals, and sulfuric acid projects.
There was also demand for aluminum and
ferroalloys technologies. Opportunities for
selling existing technologies to other process industries, such as fertilizer and energy
industry, continued to emerge.
When metal prices are low, customers
need to reduce their unit costs and improve
competitiveness by investing in plant modernization, equipment, and services. In addition,
mining companies still face the challenge of
declining ore grades. The ﬁnancial crisis has
also hit the developing markets such as China
and India, but it is expected that in countries
with a vast population, and strong economic
growth, the need for both ferrous and nonferrous metals will continue. Even though the
decrease in metal prices is currently delaying
investments, the global mining companies
still have long-term investment plans. In
addition, tightening environmental regulations and rising energy and other production
costs require mining and metals companies to
invest in more energy efﬁcient and environmentally sustainable processes.
As long as the worldwide economic
conditions continue to be uncertain, also
investment activity in the mining and metals
industry will be low. Some of Outotec’s customers have difﬁculties in arranging ﬁnancing
packages, especially for greenﬁeld projects.
In addition, customers who have ﬁnancing
available are re-evaluating project scopes and
prices in order to beneﬁt from the lowering
capital costs of their new investments. Also
delivery times are expected to shorten as
more resources become available. However,
the mining and metals companies’ updated
investment plans are still above the historical levels, and they see that in the long-term
demand for metals will continue.

Order intake
In 2008, the order intake amounted to EUR
1,153.8 million (2007: EUR 1,463.0 million).

The largest new orders in 2008 included:
- engineering and equipment delivery for a
new sulfuric acid plant in Moron, Venezuela
for Petroquimica de Venezuela (EUR 90 million);
- a copper solvent extraction and electrowinning plant for Southern Peru Copper Corporation in Peru (USD 150 million, or over EUR
90 million);
- grinding technology for a major international mining company (EUR 75 million);
- an iron ore pelletizing plant for Tata Steel in
Jamshedpur, India (EUR 70 million);
- new environmentally sound technology for
Shougang Jingtang United Iron & Steel for
Shougang’s iron ore pelletizing plant project
in Caofeidan, China (EUR 29 million);
- expansion of a phosphate concentrator for
Yara in Siilinjärvi, Finland (EUR 28 million);
- an iron ore sinter plant for SAIL’s Rourkela
Steel Plant in Orissa, India (over EUR 25
million);
- grinding technology, including spare parts
and services for Nordic Mines of Sweden for
its gold project in Finland and for Polymetal
Trading of Russia for the Albazino and Dukat
projects (EUR 25 million);
- a chromite ore pelletizing plant and preheating kilns for ASA Metals in South Africa
(EUR 25 million);
- minerals processing technology for Mirabela Mineração of Brazil for a new nickel sulﬁde
concentrator and a slag concentrator for
Umicore Med for the Pirdop copper smelter in
Bulgaria (EUR 21 million); and
- basic engineering and proprietary and special equipment for two iron ore sinter plants
for Bhushan Steel in Orissa State, India (EUR
18 million);
All published orders in 2008 are listed on
pages 106-107.

Order backlog
The order backlog at the end of 2008 totaled
EUR 1,176.7 million (2007: EUR 1,317.2 million), representing an 11% decrease from
the 2007 corresponding ﬁgure. The closing
backlog at year-end 2008 would have been
approximately EUR 60 million higher when
valued at previous year-end’s exchange rates.
At the end of 2008, Outotec’s order backlog included 24 projects with a value in excess
of EUR 10 million, accounting for 70% of the

total backlog. According to the management’s
estimate, some 60% of the current backlog
will be delivered in 2009 and the rest in 2010
and beyond. Roughly 3% of the projects in
Outotec’s current backlog belong to mining
companies, which are building their ﬁrst
processing plants.
Outotec’s third drinking water treatment
facility project in Sri Lanka (USD 100 million),
which was published on September 3, 2007,
will not be implemented, on account of further delayed ﬁnancing. Because the original
supply contract was conditional and subject
to ﬁnancing, it has never been included in
Outotec’s order backlog.
In the last quarter 2008, some customers
initiated negotiations concerning suspensions
and minor cancellations of their projects, the
total value concerned being some EUR 100
million.

Sales and ﬁnancial result
Outotec’s sales in 2008 totaled EUR 1,217.9
million (2007: EUR 1,000.1 million), representing 22% growth from 2007. The increase in
sales was a result of higher delivery volumes
and better pricing.
The Services business, which is included
in the divisions’ sales ﬁgures, contributed
EUR 141.2 million to sales in 2008 (2007: EUR
80.6 million), up 75% from the corresponding
2007 level. The growth of the Services business is result from strong efforts to develop
the business globally. Outotec’s large installed
base and high operating levels have provided
a good foundation for growth.
The operating proﬁt for 2008 was EUR
120.2 million (2007: EUR 96.1 million), representing 9.9% of sales (2007: 9.6%). Realized
and unrealized losses related to fair valuation
of currency forward contracts, which are not
included in the hedge accounting, weakened
proﬁtability by EUR 9.5 million in 2008 (2007: a
gain of EUR 3.7 million). The shares of Intune
Circuits Ltd. were sold, and a loss of EUR 1.1
million was recognized from the divestment.
Typically, the operating proﬁt accrues
more toward the year-end. There were major
successful ﬁnal project completions including
releases of project provisions in Brazil, China,
Chile, and Australia. The interim award of the
arbitration tribunal in the USA related to the
Pattison project caused a one-time cost of
over EUR 8.5 million.
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In 2008, Outotec’s total ﬁxed costs were
EUR 123.3 million (2007: EUR 111.5 million).
The increase in ﬁxed costs was caused by
higher administration costs as well as sales
and marketing costs related to business
development and growth, recruiting of new
personnel worldwide, management and
employee bonuses, and information technology (IT) costs. The increase in IT costs
stemmed from Outotec’s independent status,
purchasing of IT licenses and tools necessitated by business growth, and increased
personnel numbers, as well as infrastructure
costs for the newly established companies
in India and Kazakhstan. The ﬁgure for ﬁxed
costs also included costs related to human
resources development, as well as strengthening of the Services business.
Outotec’s proﬁt before taxes for 2008 was
EUR 136.3 million (2007: EUR 104.8 million). Net ﬁnance income, EUR 16.1 million,
strengthened proﬁt before taxes. Net proﬁt for
2008 was EUR 93.9 million (2007: EUR 77.6
million). Taxes totaled EUR 42.4 million (2007:
EUR 27.2 million), representing an effective
tax rate of 31.1% (2007: 26.0%), including the
negative tax effect of the Pattison project.
In 2007, the Group’s effective tax rate was
exceptionally low because of the tax reform
enacted in Germany. In the long-term, the
Group’s tax rate is estimated to be at a level
of 30%. Earnings per share were EUR 2.25
(2007: EUR 1.85).
Outotec’s return on equity for 2008 was
42.6% (2007: 43.3%), and return on investment
was 61.6% (2007: 59.8%).

Minerals Processing
Minerals Processing division’s sales grew
39% in 2008 from the previous year’s level and
totaled EUR 419.6 million (2007: EUR 302.9
million). The growth in sales came from the
higher proportion of process solution projects
and larger equipment deliveries under execution. The division completed the deliveries
for the Boddington gold mine in Australia
and the Macraes gold mine in New Zealand.
Operating proﬁt was EUR 22.5 million (2007:
EUR 25.2 million), representing 5.4% of the
division’s sales (2007: 8.3%). Two major
items reduced the division’s operating proﬁt.
In the last quarter, the interim award of the
U.S. arbitration tribunal in Iowa, sustaining
Pattison Sand Company’s claim and rejecting Outotec’s counterclaim, caused over EUR
8.5 million one-time cost. In addition, the fair
valuation of the currency forward contracts,
mainly between the Australian dollar and the
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U.S. dollar and between the euro and Swedish krona caused a realized and unrealized
loss of EUR 8.9 million (2007: a gain of EUR
3.0 million). With the seasonal nature of the
ﬁscal year, proﬁt generation for the Minerals Processing division is typically weaker in
the ﬁrst half of the year and stronger in the
second half.

Base Metals
Base Metals division’s sales grew 8% in 2008
from the 2007 level, totaling EUR 295.3 million (2007: EUR 274.2 million). The operating
proﬁt was EUR 48.7 million (2007: EUR 43.9
million), representing 16.5% of the division’s
sales (2007: 16.0%). Base Metals completed
a new ﬂash smelting – ﬂash converting plant
project in Yanggu, China. Operating proﬁt for
the reporting period included also a realized
and unrealized gain of EUR 1.2 million related
to fair valuation of currency forward contracts
between the Chilean peso, euro, and U.S. dollar (2007: a loss of EUR 0.4 million).

Metals Processing
Metals Processing division’s sales in 2008
grew over 14% from the previous year’s
ﬁgure, to EUR 494.7 million (2007: EUR 432.3
million). The growth came mainly from the
good progress in sulfuric acid plant, roasting plant, and aluminum projects. Operating
proﬁt improved signiﬁcantly and was EUR 61.1
million (2007: EUR 38.1 million), representing 12.3% of the division’s sales (2007: 8.8%).
The positive effect came from the volume
growth, license fee income, project margin
improvements, change orders, and a number
of successful project completions. The division completed large pelletizing plant project
for Samarco, in Brazil, as well as the Lurec
sulfuric acid technology delivery in Yanggu,
China. The division received Samarco’s Excellence Award for its performance in project
implementation.

Balance sheet, ﬁnancing and
cash ﬂow
Net cash ﬂow from operating activities in 2008
continued strong at EUR 106.6 million (2007:
EUR 143.0 million). The biggest changes in
2008 lowering the net cash ﬂow from operating activities were in taxes paid and ﬁnancing
needs for business operations. The main
positive inﬂuences were the good result and
the interest income created by the strong
cash position. The parent company paid out
EUR 39.9 million (2007: EUR 14.7 million) in
dividends in April 2008.

In 2008, Outotec’s cash and cash equivalents totaled EUR 317.8 million (2007: EUR
291.0 million). The company invests its excess
cash in short-term money market instruments such as bank deposits and corporate
commercial papers. Investments are made
within pre-approved counterparty-speciﬁc
limits and tenors, which Outotec reviews
regularly. On December 31, 2008, no money
market investment had remaining maturity
exceeding three months.
Outotec’s working capital amounted to
EUR –171.2 million on December 31, 2008
(December 31, 2007: EUR –153.9 million). The
working capital improved mostly because of
advances received from customers and low
inventory levels.
The balance sheet structure remained
strong, and the ﬁnancing structure was
healthy. Net interest-bearing debt on December 31, 2008, came to EUR –314.6 million
(December 31, 2007: EUR –292.9 million). The
advances received at the end of 2008 totaled
EUR 214.0 million (December 31, 2007: EUR
190.1 million). Net advances at the end of
2008 amounted to EUR 197.6 million, taking
into account the EUR 16.4 million advances
paid to subcontractors. Outotec’s gearing at
the end of the reporting period was –139.0%
(December 31, 2007: -136.4%), and the equityto-assets ratio was 35.0% (December 31,
2007: 38.2%).
The company’s capital expenditure in 2008
was EUR 23.9 million (2007: EUR 11.6 million),
which consisted largely of the acquisition of
Auburn Group in 2008. In addition, investments were made in information technology,
intellectual property rights, equipment and
machinery. The maintenance capital expenditure is estimated to be on the annual level of
EUR 15 million.
The committed multi-currency guarantee facility, with a nominal value of EUR 480
million, is Outotec’s main credit agreement.
In 2008, the ﬁnal maturity date of this agreement was extended to 2011. In addition to this
facility, the company has other bilateral facility
agreements. These enable business volume
growth for the company.
Guarantees for commercial commitments, including advance payment guarantees issued by the parent and other Group
companies, came to EUR 353.8 million on
December 31, 2008 (December 31, 2007: EUR
391.9 million), showing an increase from the
previous year’s corresponding level relative to
business growth.

Sales

Operating profit

EUR million

EUR million

1,400

140
1,217.9

1,120

560

112

1,000.1

840

120.2

96.1

84

740.4

51.6

556.2

56

425.6

280

24.3

28
10.8

Acquisitions and divestments
In October, Outotec closed the acquisition of
Auburn Group, a Canadian service provider
for the mining and metals industries. The
company provides maintenance and technical
services mainly in Canada and Chile. In 2008,
the sales for Auburn Group were approximately EUR 20.0 million (CAD 31.2 million)
and the operating proﬁt approximately EUR
0.1 million (CAD 0.2 million). The sales of
the acquired company for October 10, 2008
- December 31, 2008 totaled EUR 3.0 million
and the operating proﬁt EUR –0.2 million.
The ﬁnal acquisition price was approximately EUR 10 million (CAD 15.6 million).
The ﬁnal purchase price allocation will be
completed in the ﬁrst quarter of 2009.
In July 2008, Outotec sold its holding in
Intune Circuits Ltd, a RFID (radio frequency
identiﬁcation) antenna producer, to Savcor
Group Ltd. The transaction had a EUR 1.1
million negative effect on Outotec’s 2008
operating proﬁt.
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In 2008, Outotec’s research and technology
development expenses totaled EUR 20.2
million (2007: EUR 19.9 million), representing 1.7% of sales (2007: 2.0%). Outotec ﬁled
45 new priority patent applications (2007: 45),
and 277 new national patents were granted
(2007: 303).
In 2008, Outotec and Eesti Energia agreed
to establish a joint venture for development and marketing of sustainable, energy
efﬁcient, and economically viable oil shale
processing methods. The suitability of the circulating ﬂuidized bed (CFB) technology was
tested at the Frankfurt pilot plant. In December, the companies signed an agreement for
basic engineering of the ﬁrst CFB-based oil
shale plant, to be built in Narva, Estonia.
The continuous pilot-scale HydroCopper® test run with Zangezur’s copper concentrate was carried out in the HydroCopper
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Outotec has entered into an agreement
with a third-party service provider concerning
administration and hedging of the sharebased incentive program for key personnel.
As part of this agreement, for hedging of the
underlying cash ﬂow risk, the service provider
has purchased 265,000 Outotec shares that
have been funded by Outotec and accounted
for as treasury shares in Outotec’s consolidated balance sheet.

demonstration plant in Pori, Finland. The test
run with 280 tonnes of concentrate started
in October 2008 and continued until January
2009. In April 2008, the companies signed a
Heads of Agreement for the basic engineering and implementation of a HydroCopper
plant in Armenia.
In November, Outotec’s Research Center
in Pori received a “Recognised for Excellence”
quality award in Finland.
In 2008, an internal assessment of Outotec’s technologies and their energy efﬁciency
and environmental impact was completed.
According to OECD deﬁnitions, some 70%
of the 2008 (2007: 80%) order intake can be
classiﬁed as Environmental Goods and Services (EGS). The study also showed that 63%
of Outotec’s technologies are EGS technologies and, depending on the application,
further 33% can be considered as EGS.
Outotec also granted 22 employees a
technology award for their innovative work
in developing new and existing technologies.
The awards totaled EUR 96,000.
Moreover, Outotec joined the energy
research program of Helsinki University of
Technology. One of the research topics is
minimization of energy losses in combustion
processes.
In 2008, Outotec and the Geological Survey of Finland reached a partnership agreement for enhancing collaboration in research
and development of mineral technology.

Personnel
At the end of 2008, Outotec had a total
of 2,674 employees (December 31, 2007:
2,144). For 2008, Outotec had, on average,
2,483 employees (2007: 2,031). The average
number of personnel increased by 452 since
2007 because of business growth and active
recruitment. Temporary employees accounted for close to 15%, or about 400, of the total
number of employees at the end of 2008.
The most notable increase in personnel was seen in North America, where the
Auburn acquisition increased the number
of personnel by 224. At the end of 2008, the
company had, in addition to the personnel
on Outotec’s payroll, more than 560 fulltime-equivalent contracted people working
in project execution. The number of contracted workers at any given time changes in
response to the active project mix and project
commissioning, local legislation and regulations, and seasonal ﬂuctuations. The ﬂexible
use of resources such as subcontracted personnel is a key for Outotec’s business model.
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In 2008, salaries and other employee
beneﬁts totaled EUR 157.7 million (2007: EUR
135.4 million).
The personnel ﬁgures of Outotec have
been presented in the key ﬁnancial ﬁgures of
the Group (see table on page 82).

Share-based incentive programs
Outotec has two share-based incentive
programs for the company’s key personnel:
Incentive Program 2007-2008 and Incentive
Program 2008-2010.
Some 20 key employees participate in the
Share-based Incentive Program for 20072008, which started on January 1, 2007, and
ended on December 31, 2008. The reward
payable is determined by the achievement
of the targets set by the Board of Directors
for the development of the company’s net
proﬁt and order backlog. The reward is paid
in shares and as a cash payment. The shares
will be allocated to the key personnel in the
spring of 2009. The maximum reward in the

incentive program is EUR 6.7 million. For
more information, please see Outotec’s stock
exchange release of March 23, 2007 and Note
9. Employee beneﬁt expenses and Note 10.
Share-based payments.
Incentive Program 2008-2010 comprises
three calendar-year periods. For the 2009 and
2010 earning periods, the incentive program
covers approximately 60 key employees. The
reward payable is determined by the achievement of the annual corporate growth targets
set by the Board of Directors for earnings
per share, order backlog, and the company’s
Services business. The potential incentives
for the 2008 earning period will be paid in
2009. Approximately half of the incentives
will be paid as Outotec shares and half in
cash. For the 2008 earning period, the incentive program covers approximately 30 key
employees. Those some 20 key employees
who belong to Share-based Incentive Program 2007-2008 are not included in the 2008
earning period of the 2008-2010 program. For

Sales by segment
EUR million

2008

2007

419.6
295.3
494.7
56.0
-47.7
1,217.9

302.9
274.2
432.3
37.8
-47.0
1,000.1

Operating proﬁt by segment
EUR million

2008

2007

Minerals Processing
Base Metals
Metals Processing
Other Businesses
Unallocated**) and intra-group items
Total

22.5
48.7
61.1
3.9
-16.0
120.2

25.2
43.9
38.1
2.2
-13.3
96.1

Minerals Processing
Base Metals
Metals Processing
Other Businesses
Unallocated items*) and intra-group sales
Total

*) Unallocated items primarily include invoicing of internal management and administrative services.
**) Unallocated items primarily include internal management and administrative services and share of the result of associated
companies.

Personnel by country

Finland
Germany
Rest of Europe
Americas
Australia
Rest of the world
Total

Dec 31, 2008

Dec 31, 2007

Change, %

925
380
249
758
225
137
2,674

835
323
219
463
185
119
2,144

10.8
17.6
13.7
63.7
21.6
15.1
24.7

Resolutions of the 2008 Annual
General Meeting
The Outotec Annual General Meeting 2008
was held on March 18, 2008, in Espoo, Finland. The Annual General Meeting decided
that a dividend of EUR 0.95 per share should
be paid for the ﬁnancial year that ended on
December 31, 2007. The dividends, totaling
EUR 39.9 million, were paid on April 1, 2008.
The Annual General Meeting decided that
the number of Board members, including
the Chairman and Vice Chairman, should be
ﬁve (5). Mr. Carl-Gustaf Bergström, Mr. Karri
Kaitue, Mr. Hannu Linnoinen, Mr. Anssi Soila,
and Mr. Risto Virrankoski were re-elected as
members of the Board of Directors for the
term expiring at the end of the next Annual
General Meeting. The Annual General Meeting re-elected Mr. Risto Virrankoski as the
Chairman of the Board of Directors, and in
its assembly meeting the Board of Directors
elected Mr. Karri Kaitue as its Vice Chairman.
The Annual General Meeting conﬁrmed
the remuneration of Board members as follows: Chairman EUR 5,000 per month, other
Board members EUR 3,000 per month each,
and Vice Chairman and Chairman of the
Audit Committee in addition EUR 1,000 per
month each. In addition, each Board member
will be paid EUR 500 for attendance of each
Board and Committee meeting, as well as
reimbursement for direct costs arising from
Board work.
KPMG Oy Ab, Authorized Public Accountants, was re-elected as the company’s auditor, with Mr. Mauri Palvi as Auditor in charge.
The Annual General Meeting authorized
the Board of Directors to resolve upon issues
of shares as follows:
- The authorization includes the right to issue
new shares, distribute own shares held by
the company, and the right to issue special
rights referred to in Chapter 10, Section 1 of
the Companies Act. However, this authorization to the Board of Directors does not entitle
the Board of Directors to issue share option
rights as an incentive to the personnel.
- The total number of new shares to be
issued and own shares held by the company
to be distributed under the authorization may
not exceed 4,200,000 shares.
- The Board of Directors is entitled to decide
on the terms of the share issue, such as the

grounds for determining the subscription
price of the shares and the ﬁnal subscription
price as well as the approval of the subscriptions, the allocation of the issued new shares
and the ﬁnal amount of issued shares.
The Annual General Meeting authorized
the Board of Directors to resolve upon the
repurchase of the company’s own shares as
follows:
- The company may repurchase the maximum number of 4,200,000 shares using free
equity and deviating from the shareholders’
pre-emptive rights to the shares, provided
that the number of own shares held by the
company will not exceed ten (10) percent of
all shares of the company.
- The shares are to be repurchased in public
trading at the NASDAQ OMX Helsinki Ltd at
the price established in the trading at the
time of acquisition.
The above-mentioned authorizations
shall be in force until the next Annual General
Meeting. The authorizations had not been
exercised as of January 30, 2009.

Share and share capital
Outotec’s shares are listed on the NASDAQ
OMX Helsinki Ltd (OTE1V). Outotec’s share
capital is EUR 16.8 million, consisting of 42.0
million shares. Each share entitles its holder
to one vote at general meetings of shareholders of the company.

Trading and market capitalization
In the reporting period, the volume-weighted
average price for a share in the company was
EUR 26.28, the highest quotation for a share
being EUR 45.76 and the lowest EUR 8.52.
The trading of Outotec shares in the reporting
period exceeded 158 million shares, with
a total value of over EUR 4,140 million. On
December 31, 2008, Outotec’s market capitalization was EUR 454 million and the last
quotation for the share was EUR 10.80.
On December 31, 2008, the company
did not hold any treasury shares for trading
purposes. In the ﬁrst quarter 2008, Outotec
entered into an agreement with a third-party
service provider concerning the administration and hedging of the share-based incentive
program for key personnel. As part of this
agreement, in order to hedge the underlying cash ﬂow risk, the service provider has
purchased 265,000 Outotec shares that have
been funded by Outotec and accounted (IFRS)
as treasury shares in Outotec’s consolidated
balance sheet.

On January 7, 2008, UBS AG’s group
holding in shares of Outotec Oyj fell below
5% and amounted to 2,040,807 shares, which
represented 4.86% of the share capital and
votes in the company. On January 4, 2008,
UBS AG’s group holding in shares of Outotec
Oyj exceeded 5% and amounted to 2,331,573
shares, which represented 5.55% of the share
capital and votes in the company. On April
25, 2008, Morgan Stanley’s group holding in
shares of Outotec Oyj fell to under 5% and
amounted to 2,062,917 shares, representing 4.91% of the share capital and votes in
the company. On March 25, 2008, Morgan
Stanley’s group holding in shares of Outotec
Oyj exceeded 5%, and amounted to 3,517,978
shares, which represented 8.37% of the share
capital and votes in the company. On October
15, 2008, Ilmarinen Mutual Pension Insurance Company’s holding in shares of Outotec
exceeded 5%. Ilmarinen’s holding in shares
of Outotec amounted to 2,138,448 shares,
which represented 5.09% of the share capital.
On December 31, 2008, shares held in 13
nominee registers accounted for some 60% of
all Outotec shares.

Short-term risks and uncertainties
Outotec’s customers operate mainly in the
mining and metals industry and in geographical areas that are at different stages of the
economic cycle. The ﬁnancial crisis has started to manifest itself in all Outotec’s market
areas. If the demand for metals in developing
economies, such as China, India, Brazil, and
the CIS countries, decreases signiﬁcantly,
further reduction in the demand for Outotec’s
products and services is possible.
The uncertain ﬁnancial conditions
continue to inﬂuence Outotec customers’
investment activities in new projects. In the
last quarter 2008, some customers initiated
negotiations concerning suspension and
minor cancellation of their projects, the total
value affected being some EUR 100 million.
Some further postponements, suspensions,
and cancellations may still arise.
At the same time, customers have
in increasing numbers requested export
credits for their projects. This is evidenced
by the increase in total value of export
guarantee applications linked to Outotec’s
sales projects. If there will be export credit
limitations for certain countries, these types
of restrictions may further complicate and
lengthen sales negotiations.
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more information, please see Outotec’s stock
exchange release of March 3, 2008 and Note
9. Employee beneﬁt expenses and Note 10.
Share-based payments.

Some of Outotec’s projects have proceeded more slowly than scheduled, and the
lengthening of delivery times, caused mainly
by factors outside Outotec’s project scope,
could generate more costs, quality issues,
and functionality problems. Outotec has systematic procedures - Project Risk Identiﬁcation and Management (PRIMA) – in place to
monitor these exposures and projects.
Outotec’s Services business comprises
different types of plant and expert services.
Although Outotec’s large installed base offers
great growth potential for Services business,
it will not be completely immune to the effects
of the ﬁnancial crisis. If the situation remains
the same or becomes worse, customers may
reduce their purchase of services.
In connection with Outotec’s risk
assessment for the last quarter of 2008, all
unﬁnished projects using percentage of completion and completed contract method were
monitored and evaluated, and contingencies
were updated. Projects whose stage of completion was close to 100% were evaluated,
and provisions for performance guarantees
and warranty period guarantees, along with
possible provisions for project losses, were
updated. There were no material increases
in the total project risk provisions. In 2008,
there were no material credit losses related
to the payments by Outotec’s counterparties. If the uncertainty in the ﬁnancial market
continues, the counterparties may face the
need to renegotiate some payment terms. In
addition, there is a risk that in some market
areas small mining companies experience
ﬁnancial difﬁculties and that lack of ﬁnancing
can result in bankruptcies among Outotec’s
current and future customers.
More than half of Outotec’s total cash
ﬂow is denominated in euros. The rest is
divided among various currencies, including
the U.S. dollar, Australian dollar, Brazilian
real, Canadian dollar, and South African rand.
The U.S. dollar’s proportion has been rising.
The weight of any given currency in new
projects can ﬂuctuate substantially, but most
cash-ﬂow-related risks are hedged in the
short and long term. In the short-term, these
currency ﬂuctuations may create volatility in
the operating proﬁt. The forecast and probable cash ﬂows are hedged selectively and
always on the basis of separate decisions and
risk analysis. The cost of hedging is taken
into account in project pricing.
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Outotec business model is based on
customer advance payments and mainly
on-demand guarantees issued by Outotec
relationship banks. Changes in advance payments received have an impact on the liquidity of Outotec. Furthermore, high exposure
of on-demand guarantees may increase the
risk of claims. The cash held by Outotec is
invested mainly in short-term bank certiﬁcates of deposits and to lesser extent in corporate short-term commercial papers. The
lower interest rate levels reduce the interest
income generated from these investments.
Outotec is involved in a few legal and
arbitration proceedings. The reserves for
these proceedings have been updated as of
year-end 2008, and the total value is approximately EUR 9 million.

Outlook for 2009
The investment activity in the mining and
metals industry is low because the worldwide
economic climate is uncertain. Furthermore,
the crisis in the ﬁnancial markets impacts
the investments of the industry, especially
concerning major greenﬁeld projects and
companies with weak capital structure. Customers who have ﬁnancing available for their
new investments are re-evaluating project
scopes and prices in anticipation of possibly
lower capital costs.
The prevailing uncertainty obscures the
current outlook for the mining and metals
industry. However, Outotec has a relatively
good starting point for 2009. On the basis
of the existing order backlog and new order
prospects, management expects that in 2009:
- Sales will contract by approximately one
quarter from 2008 ﬁgure,
- Gross margin will continue on a healthy
level, and
- Operating proﬁt margin will be lower than in
2008 because of lower sales volume.
Operating proﬁt is dependent on exchange
rates, product mix, timing of new orders and
project completions. Operating proﬁt tends to
accrue more toward the year-end.

Board of Directors’ proposal for proﬁt
distribution
The Board of Directors of Outotec proposes to
the Annual General Meeting that a dividend of
EUR 1.00 per share will be paid from Outotec
Oyj’s distributable funds for December 31,
2008, and that any remaining distributable

funds will be allocated to retained earnings.
The suggested dividend record date is March
23, 2009, with the dividend to be paid on
March 30, 2009.
According to the ﬁnancial statements for
December 31, 2008, the parent company distributable funds total EUR 127.0 million. The
proposed dividend corresponds to 45% of the
Group’s proﬁt for the ﬁnancial year 2008.
There have been no substantial changes
in the ﬁnancial position of the company after
the balance sheet date. According to the
Board of Directors, the liquidity of the company is good and the proposed proﬁt sharing
will not affect the solvency of the company.
Espoo, January 30, 2009
Outotec Oyj
Board of Directors
Risto Virrankoski, Chairman
Karri Kaitue, Vice Chairman
Carl-Gustaf Bergström
Hannu Linnoinen
Anssi Soila
Tapani Järvinen, President and CEO

EUR million

Note

2008

2007

3, 5

1,217.9

1,000.1

8

-956.2

-796.4

261.7

203.8

0.9
-48.0
-55.1
-20.2
-19.1
-

5.9
-44.6
-47.0
-19.9
-0.7
-1.4

120.2

96.1

16.7
0.3

12.6
0.2

-0.3
-3.7
3.2
16.1

-0.2
-4.1
0.2
8.7

136.3

104.8

-42.4

-27.2

Proﬁt for the period

93.9

77.6

Attributable to:
Equity holders of the parent company
Minority interest

94.0
-0.0

77.6
0.0

2.25
2.25

1.85
1.85

Sales
Cost of sales
Gross proﬁt
Other income
Selling and marketing expenses
Administrative expenses
Research and development expenses
Other expenses
Share of results of associated companies

6
8
8
8
7
16

Operating proﬁt
Finance income
Interest income
Other ﬁnance income
Finance expenses
Interest expenses
Other ﬁnance expenses
Market price gains and losses
Net ﬁnance income

11

11

11

Proﬁt before income taxes
Income tax expenses

Earnings per share for proﬁt attributable to the equity
holders of the parent company:
Basic earnings per share, EUR
Diluted earnings per share, EUR

12

13
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Consolidated balance sheet
EUR million

Note

December 31,
2008

December 31,
2007

81.4
29.5
0.1
0.5
1.2
20.0

74.8
24.6
0.1
2.5
5.3
11.9

0.0
132.7

0.9
0.0
120.0

87.7
10.6

117.0
10.2

0.4
312.6
317.8
729.1

0.8
213.8
291.0
632.8

861.8

752.8

ASSETS

Non-current assets
Intangible assets
Property, plant and equipment
Investments in associated companies
Available-for-sale ﬁnancial assets 1)
Derivative ﬁnancial instruments
Deferred tax assets
Trade and other receivables
Interest-bearing 1)
Non interest-bearing
Total non-current assets

14
15
16
17
19
12
21

Current assets
Inventories
Derivative ﬁnancial instruments
Trade and other receivables
Interest-bearing 1)
Non interest-bearing
Cash and cash equivalents 1)
Total current assets

TOTAL ASSETS
1)

Included in net interest-bearing debt.
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20
19
21

22

December 31,
2008

December 31,
2007

16.8
20.2
-9.4
-3.6
108.5
94.0
226.4

16.8
20.2
8.0
92.1
77.6
214.7

226.4

0.1
214.8

26
19
12
24
25
27

2.6
5.3
33.3
23.2
11.0
1.6
76.9

1.2
0.8
21.6
22.3
8.8
4.6
59.5

26
19

1.5
19.2
17.7
24.3
495.7
558.4

1.0
0.7
17.7
21.5
437.7
478.6

Total liabilities

635.4

538.1

TOTAL EQUITY AND LIABILITIES

861.8

752.8

EUR million

Note

EQUITY AND LIABILITIES
Equity attributable to the equity holders of the parent company
Share capital
Share premium fund
Treasury shares
Other reserves
Retained earnings
Proﬁt for the period

Minority interest
Total equity

23

Non-current liabilities
Interest-bearing debt 1)
Derivative ﬁnancial instruments
Deferred tax liabilities
Employee beneﬁts
Provisions
Trade and other payables
Total non-current liabilities
Current liabilities
Interest-bearing debt 1)
Derivative ﬁnancial instruments
Current tax liabilities
Provisions
Trade and other payables
Total current liabilities

1)

25
27

Included in net interest-bearing debt.

Outotec Oyj

51

CONSOLIDATED FINANCIAL STATEMENTS, IFRS

Consolidated balance sheet

Consolidated cash ﬂow statement
EUR million
Cash ﬂows from operating activities
Proﬁt for the period
Adjustments for
Taxes
Depreciation and amortization
Share of results of associated companies
Gains and losses on sale of property, plant and equipment
Interest income
Dividend income
Interest expense
Other adjustments

Note

12
14, 15
16
6, 7
11
11
11

Change in working capital
Increase in trade and other receivables
Decrease (+) and increase (-) in inventories
Increase in trade and other payables
Increase in provisions

Interest received
Interest paid
Income tax paid
Net cash from operating activities
Cash ﬂows from investing activities
Acquisition of shares in associated companies
Acquisition of subsidiaries
Acquisition of available-for-sale ﬁnancial assets
Purchases of property, plant and equipment
Purchases of intangible assets
Proceeds from sale of shares in associated companies
Proceeds from sale of available-for-sale ﬁnancial assets
Proceeds from sale of property, plant and equipment
Proceeds from sale of intangible assets
Change in other non-current receivables
Net cash used in investing activities

16
4
17
15
14
16
17
15
14

Cash ﬂows from ﬁnancing activities
Borrowings (+) and repayments (-) of non-current debt
Increase in current debt
Purchase of treasury shares *)
Dividends paid
Borrowings of ﬁnance lease liabilities
Repayments of ﬁnance lease liabilities
Other ﬁnancing cash ﬂow
Net cash used in ﬁnancing activities
Net change in cash and cash equivalents
Cash and cash equivalents at January 1
Foreign exchange rate effect on cash and cash equivalents
Net change in cash and cash equivalents
Cash and cash equivalents at December 31

22

2008

2007

93.9

77.6

42.4
11.0
-0.2
-16.7
0.3
-12.3
24.6

27.2
11.3
1.4
-0.1
-12.6
-0.0
0.2
9.6
37.1

-127.6
22.7
106.1
6.8
7.9

-19.2
-32.1
79.5
1.1
29.2

17.2
-0.4
-36.6
106.6

11.8
-0.2
-12.6
143.0

-7.6
-0.1
-10.9
-4.1
0.3
0.4
0.1
0.0
-22.1

-0.0
-5.0
-6.5
0.0
0.2
0.0
-0.6
-12.1

0.2
1.1
-9.4
-39.9
0.3
-0.0
0.5
-47.3

-1.0
-14.7
-0.3
-0.5
-16.5

37.3

114.5

291.0
-10.5
37.3
317.8

171.4
5.1
114.5
291.0

*) Outotec has entered into an agreement with a third-party service provider concerning administration and hedging of share-based incentive
program for key personnel. As part of this agreement, for hedging the underlying cash ﬂow risk, the service provider has purchased 265,000
Outotec shares that have been funded by Outotec and accounted as treasury shares in Outotec’s consolidated balance sheet.
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Attributable to the equity holders of the parent company

EUR million
Equity at January 1, 2007
Cash ﬂow hedges:
Hedge result deferred to equity
Deferred tax in equity
Available-for-sale ﬁnancial assets:
Fair value changes recognized
in equity
Deferred tax in equity
Change in translation differences
Other changes
Items recognized directly in equity
Proﬁt for the period
Total recognized income and expenses
Dividends paid
Equity at December 31, 2007
Cash ﬂow hedges:
Hedge result deferred to equity
Deferred tax in equity
Available-for-sale ﬁnancial assets:
Fair value changes recognized in
equity
Change in translation differences
Items recognized directly in equity
Proﬁt for the period
Total recognized income and expenses
Dividends paid
Purchase of treasury shares *)
Share-based payments:
value of received services
Acquisition of minority interest
Other changes
Equity at December 31, 2008

Share
capital

Share
premium
fund

Other
reserves

Fair
value
reserves

Treasury
shares

Cumulative
translation
differences

Retained
earnings

Minority
interest

Total
equity

16.8

20.2

0.1

-

-

5.8

101.1

0.0

144.1

-

-

-

11.3
-3.2

-

-

-

-

11.3
-3.2

-

-

16.8

20.2

0.0
0.0
0.0
0.2

-0.2
-0.0
7.9
7.9
7.9

-

-0.1
-0.1
-0.1
5.7

77.6
77.6
-14.7
164.0

-0.0
-0.0
0.0
0.0
0.1

-0.2
-0.0
-0.1
0.0
7.8
77.6
85.4
-14.7
214.8

-

-

-

-12.6
3.1

-

-

-

-

-12.6
3.1

-

-

-

-2.1

-

-

-

-

-2.1

-

-

-

-11.6
-11.6

-9.4

-21.7
-21.7
-21.7
-

94.0
94.0
-39.9
-

0.0
0.0
-0.0
-0.0
-

-21.7
-33.3
93.9
60.6
-39.9
-9.4

-

-9.4

-16.0

0.1
0.2
218.5

-0.0
-

0.1
-0.0
0.2
226.4

-

-

-

-

-

-

16.8

20.2

-0.0
0.1

-

-3.7

*) Outotec has entered into an agreement with a third-party service provider concerning administration and hedging of share-based incentive
program for key personnel. As part of this agreement, for hedging the underlying cash ﬂow risk, the service provider has purchased 265,000
Outotec shares that have been funded by Outotec and accounted as treasury shares in Outotec’s consolidated balance sheet.
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Consolidated statement of changes in equity

Notes to the consolidated ﬁnancial statements
1. Corporate information
Outotec Oyj (“the Company” or “parent company”), is a Finnish public limited company
which is domiciled in Espoo, Finland. The
parent company, Outotec Oyj, has been listed
on the NASDAQ OMX Helsinki Ltd. since
October 10, 2006.
Outotec is a leading global provider of
process solutions, technologies and services
for the mining and metallurgical industries.
The company utilizes its extensive experience
and advanced process know-how by providing
plants, equipment and services which are
mainly based on proprietary technologies.
Outotec works in close partnership with its
customers and provides environmentally
sound and energy saving solutions.
Outotec and its subsidiaries (collectively
“the Group” or “Outotec”) operate through
three business divisions, Minerals Processing, Base Metals and Metals Processing.
Outotec’s Other businesses comprise
equipment manufacturing of Outotec Turula
Oy, research and technology development
services of Outotec Research Oy and industrial maintenance services of Outotec Auburn.
In 2008 Outotec had 2,674 employees in 21
countries and generated sales of 1,217.9 EUR
million.
A copy of the ﬁnancial statements of
Outotec is available at the Group’s website
www.outotec.com, from Outotec Oyj/Investor Relations, Riihitontuntie 7 D, P.O.Box 86,
02201 Espoo, Finland or via email investor.
relations@outotec.com.

2. Accounting principles to
the consolidated financial
statements
Basis of preparation
The consolidated ﬁnancial statements of
Outotec have been prepared in compliance with International Financial Reporting
Standards (IFRS) as adopted by the European
Union by applying the IAS and IFRS standards
as well as SIC and IFRIC interpretations in
force at December 31, 2008. Notes to the
consolidated ﬁnancial statements have been
prepared also in accordance with Finnish
Accounting Standards and Finnish corporate
legislation. The consolidated ﬁnancial statements are presented in millions of euros and
have been prepared on the historical cost
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basis, unless otherwise stated in the accounting principles or disclosures.

Adoption of new and amended standards
in 2008-2009
Since March 2008, Outotec has been applying
IFRS 2 Share-based Payment for a sharebased incentive program for key personnel
covering period 2008-2010.
The adoption of the following interpretations does not have impact on Group’s
ﬁnancial statements 2008:
• IFRIC 12 Service Concession Arrangements
(effective date January 1, 2008).
• IFRIC 14 IAS 19 The Limit on a Deﬁned
Beneﬁt Asset, Minimum Funding Requirements and their Interaction (effective date
January 1, 2008).
• IAS 39 Financial Instruments: Recognition and Measurement and IFRS 7 Financial
Instruments: Disclosures amendments
(effective date July 1, 2008).
Outotec will estimate the impacts on the
following standards and will apply the new
standards from the ﬁnancial period beginning
January 1, 2009 onwards:
• IFRS 2 Share-based Payment – Vesting
Conditions and Cancellations (effective date
January 1, 2009) The amended standard has
not yet been approved to be applied in the EU.
• IFRS 8 Operating segments (effective date
January 1, 2009).
• IAS 1 Presentation of Financial Statements
(effective date January 1,2009). The amended
standard has not yet been approved to be
applied in the EU.
• IAS 23 Borrowing costs (effective date
January 1,2009). The amended standard has
not yet been approved to be applied in the EU.
• IAS 32 Financial Instruments: Presentation
– Puttable Financial Instruments and Obligations Arising on Liquidation and IAS 1 Presentation of Financial Statements (effective
date January 1,2009). The amended standard
has not yet been approved to be applied in the
EU.
• IFRIC 16 Hedges of a Net Investment in a
Foreign Operation (effective date for annual
periods beginning on or after October 1, 2008)
The interpretation has not yet been approved
to be applied in the EU.

Use of estimates
The preparation of the ﬁnancial statements
in accordance with IFRS requires management to make estimates and assumptions
that affect the reported amounts of assets
and liabilities, as well as the disclosure of
contingent assets and liabilities at the date
of the ﬁnancial statements, and the reported
amounts of income and expenses during
the reporting period. Accounting estimates
are employed in the ﬁnancial statements to
determine reported amounts, including the
realizability of certain assets, the useful lives
of tangible and intangible assets, revenue
recognition of construction contracts, income
taxes, project liabilities, pension obligations
and impairment of goodwill. The basis for the
estimates is described in more detail in these
accounting principles and in connection with
the relevant disclosure to the ﬁnancial statement. Although these estimates are based
on management’s best knowledge of current
events and actions, actual results may differ
from the estimates used in the ﬁnancial
statements.

Reclassification of comparable
information
Balance sheet of the previous year has been
reclassiﬁed to comply with current year’s
presentation regarding project provisions and
pension obligations.

Principles of consolidation
The consolidated ﬁnancial statements
include the parent company Outotec Oyj and
all subsidiaries where over 50% of the subsidiary’s voting rights are controlled directly
or indirectly by the parent company, or the
parent company is otherwise in control of
the company. Associated companies, where
Outotec holds voting rights of 20–50% and in
which Outotec has signiﬁcant inﬂuence, but
not control, over the ﬁnancing and operating policies, are included in the consolidated
ﬁnancial statements using the equity method.
When Outotec’s share of losses exceeds the
interest in the associated company, the carrying amount is reduced to nil and recognition
of further losses is discontinued except to the
extent that the Group has incurred obligations in respect of the associated companies.
The interest in an associated company is the

Segment reporting
A business segment is a group of assets and
operations engaged in providing products or
services that are subject to risks and returns
that are different from those of other business segments. A geographical segment is
engaged in providing products or services
within a particular economic environment
that is subject to risks and returns that are
different from those of segments in other
economic environments. Outotec’s primary
reporting segments are its business segments: Minerals Processing, Base Metals,
Metals Processing and Other Businesses.
Outotec’s Other businesses comprise equipment manufacturing of Outotec Turula Oy,
research and technology development services of Outotec Research Oy and industrial
maintenance services of Outotec Auburn. The
business segments are based on the Group’s
internal organization and ﬁnancial reporting
structure. Geographical reporting segments,
which are based on the main areas where the
Group has activities and sales are as follows:
Finland, Germany, rest of Europe, North
America, South America, Australia, Asia, and
Africa.

Foreign currency transactions
Items of each subsidiary included in the consolidated ﬁnancial statements are measured

using the currency that best reﬂects the
economic substance of the underlying events
and circumstances relevant to that subsidiary
(“the functional currency”). The consolidated
ﬁnancial statements are presented in euros,
which is the functional currency of the parent
company. Group companies’ foreign currency
transactions are translated into functional
currencies using the exchange rates prevailing at the dates of the transactions. Monetary
assets and liabilities denominated in foreign
currencies are translated into functional
currencies at the exchange rates prevailing
at the balance sheet date. Foreign exchange
gains and losses resulting from the settlement or translation of monetary interestbearing assets and liabilities denominated in
foreign currencies and related derivatives are
recognized in ﬁnance income and expenses in
the income statement. Foreign exchange differences arising in respect of other ﬁnancial
instruments are included in operating proﬁt
under sales, purchases or other income and
expenses. Income statements and cash ﬂows
of subsidiaries, whose functional and reporting currencies are not the euro, are translated into euros at the average exchange rates
during the ﬁnancial period. Their balance
sheets are translated at the exchange rates
prevailing at the balance sheet date and the
translation differences are entered in equity.

the percentage of completion is deﬁned as
the ratio of costs incurred to total estimated
costs. Revenue recognition according to the
stage of completion is based on the estimates of anticipated contract revenues and
expenses and on the reliable measurement
of the project progress. Revenue recognized
and result will be adjusted if the estimates of
the project outcome change. The cumulative
effect of a change in the estimates will be
recorded in the ﬁnancial period in which the
change was ﬁrst time estimated and known.
The expected loss of the project shall be
recognized as an expense immediately.
All unﬁnished projects under the method
of the percentage of completion are reviewed
and the needed project liabilities are updated.
In projects where the stage of completion
are close to 100%, liabilities for performance
guarantees, warranty period guarantees,
possible provisions for project losses and
changes in accruals for project expenses are
evaluated and made. Risks related to new
commercialized products are also evaluated
and quantiﬁed, and the necessary accruals
are reserved.
License income is recognized on an
accrual basis in accordance with the substance of the relevant technology transfer
agreement.

Research and development expenses
Revenue recognition
Sales are recognized after the signiﬁcant
risks and rewards that are connected with
ownership have been transferred to the buyer,
and the Group retains neither a continuing
managerial involvement to the degree usually
associated with ownership, nor effective control of those goods. Revenues from services
are recorded when the service has been
performed. Sales are shown net of indirect
sales taxes and discounts.
Revenue from construction contracts is
recognized based on the stage of completion
when the outcome of the project can be reliably measured. The outcome of the project
can be measured reliably, when total contract
revenues and expenses can be measured
reliably and when the progress of the project
can be measured reliably and it is probable
that the economic beneﬁts associated with
the project will ﬂow to the Group. When the
outcome of the project cannot be measured
reliably, revenue shall be recognized only to
the extent of contract costs incurred that is
probable that they will be recoverable.
The stage of completion is measured by
using the cost-to-cost method under which

Research and development expenses are
expensed as they are incurred, except for
certain development costs, which are capitalized when it is probable that a development
project will generate future economic beneﬁts, and certain criteria, including commercial and technological feasibility, have been
met. Capitalized development expenses comprise mainly materials, supplies, direct labor
and related overhead costs. The carrying
value of capitalized development expenses
in the balance sheet represents the cost less
accumulated depreciation and any impairment charges. Capitalized development
expenses are amortized on a systematic basis
over their expected useful lives, however up
to 10 years. If the carrying value of capitalized
development expenses exceeds the amount
of the cash ﬂows expected to be generated by
the asset, the difference shall be recognized
as an expense immediately.

Income tax expenses
The Group income tax expense includes
taxes of the group companies based on taxable proﬁt for the period, together with tax
adjustments for previous periods and the
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carrying amount of the investment under the
equity method together with any long-term
interest that, in substance, forms part of the
investor’s net investment in the associated
company.
Acquired companies are accounted for
using the purchase method according to
which the assets, liabilities and contingent
liabilities of the acquired company are measured at fair value at the date of acquisition.
The goodwill is the excess of the purchase
price over the acquirer’s interest in the net
fair value of the identiﬁable assets, liabilities
and contingent liabilities. Goodwill is not
amortized but tested for impairment at least
annually. Subsidiaries acquired during the
year are included in the consolidated ﬁnancial
statements from the date of their acquisition
and disposed subsidiaries are included up to
their date of sale.
All intra-group transactions, receivables,
liabilities and unrealized margins, as well as
distribution of proﬁts within the Group, are
eliminated.
Minority interest is presented separately
from the net proﬁt and disclosed as a separate item in the equity.

change in deferred income taxes. The income
tax effects of items recognized directly in
equity are similarly recognized. The share of
results in associated companies is reported
in the income statement as calculated from
net proﬁt and thus including the income tax
charge. Deferred income taxes are stated
using the balance sheet liability method, as
measured with enacted tax rates, to reﬂect
the net tax effects of all temporary differences between the ﬁnancial reporting and tax
bases of assets and liabilities. The main temporary differences arise from the percentage
of completion method and project provisions,
depreciation difference on property, plant and
equipment, valuation gain and loss on derivative instruments, tax loss-carry forwards,
deﬁned beneﬁt pension plans and other
deductible or taxable temporary differences.
Deductible temporary differences are recognized as a deferred tax asset to the extent
that it is probable that future taxable proﬁts
will be available, against which the deductible
temporary difference can be utilized.

Goodwill and other intangible assets
Goodwill arising on an acquisition represents
the excess of the cost of the acquisition over
the fair value of the net identiﬁable assets,
liabilities and contingent liabilities acquired.
Goodwill is stated at cost and is not amortized, but tested annually for impairment. In
respect of associated companies, the carrying
amount of goodwill is included in the carrying
amount of the investment.
Other intangible assets include customer relationships, capitalized development
expenses, patents, copyrights, licenses and
software. The valuation of intangible assets
acquired in a business combination is based
on fair value. Development costs or acquisition costs of new software clearly associated
with an identiﬁable product, which will be
controlled by the Group and has probable
economic beneﬁt exceeding its cost beyond
one year, are recognized as an intangible
asset and depreciated over the software’s
expected useful life. Associated costs include
staff costs of the development team and an
appropriate portion of overhead. An intangible
asset is recognized only if it is probable that
the future economic beneﬁts that are attributable to the asset will ﬂow to the Group,
and the cost of the asset can be measured
reliably. All other expenditure is expensed as
incurred.
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Periods of amortization used for intangible
assets are:
Intangible rights
3-10 years
Software
3-10 years

Property, plant and equipment
Property, plant and equipment acquired by
group companies are stated at historical
cost, less impairment, except the assets of
acquired companies that were stated at their
fair values at the date of acquisition. Depreciation is calculated based on the useful
lives of the assets. The carrying value of the
property, plant and equipment in the balance
sheet represents the cost less accumulated
depreciation and any impairment charges.
Depreciation is based on the following
expected useful lives:
Buildings
10–20 years
Machinery and equipment
5–20 years
Research and
development equipment
3–10 years
Land is not depreciated
Expected useful lives of non-current
assets are reviewed at each balance sheet
date and, where they differ signiﬁcantly from
previous estimates, depreciation periods
are changed accordingly. Ordinary repairs
and maintenance costs are charged to the
income statement during the ﬁnancial year
in which they are incurred. The cost of major
renovations is included in the asset’s carrying
amount when it is probable that the Group
will derive future economic beneﬁts in excess
of the originally assessed standard of performance of the existing asset. Major renovations are depreciated over the useful lives of
the related assets. Gains and losses on sales
and disposals are determined by comparing the received proceeds with the carrying
amount and are included in operating proﬁt.

Government grants
Government or other grants are recognized
as income on a systematic basis over the
periods necessary to match them with the
related costs, which they are intended to
compensate. Investment grants are recognized as revenue on a systematic basis over
the useful life of the asset. In the balance
sheet, investment grants are deducted from
the value of the asset they relate to.

in circumstances indicate that the carrying
amount of an asset may not be recoverable. Goodwill and intangible assets not yet
available for use are tested at least annually.
For the purposes of assessing impairment,
assets are grouped at the lowest cash generating unit level for which there is separately identiﬁable, mainly independent, cash
inﬂows and outﬂows. An impairment loss is
the amount by which the carrying amount of
the assets exceeds the recoverable amount.
The recoverable amount is the asset’s value
in use. The value in use is determined by
reference to discounted future net cash
ﬂows expected to be generated by the asset.
A previously recognized impairment loss is
reversed only if there has been a change in
the estimates used to determine the recoverable amount. However, the reversal must not
cause that the adjusted value is higher than
the carrying amount that would have been
determined if no impairment loss had been
recognized in prior years. Impairment losses
recognized for goodwill are not reversed.

Leases
Leases of property, plant and equipment,
where the Group has substantially all the
risks and rewards of ownership, are classiﬁed
as ﬁnance leases. Finance leases are capitalized at the commencement of the lease term
at the lower of the fair value of the leased
property or the estimated present value of the
underlying lease payments. Each lease payment is allocated between the capital liability
and ﬁnance charges, to achieve a constant
interest rate on the ﬁnance balance outstanding. The corresponding rental obligations, net
of ﬁnance charges, are included in interestbearing liabilities with the interest element
of the ﬁnance charge being recognized in
the income statement over the lease period.
Property, plant and equipment acquired
under ﬁnance lease contracts are depreciated
over the shorter of the useful life of the asset
or lease period. Leases of assets, where the
lessor retains all the risks and rewards of
ownership, are classiﬁed as operating leases.
Payments made under other rental agreements, are expensed on a straight-line basis
over the lease periods.

Financial instruments
Impairments
Property, plant and equipment and other
non-current assets, including goodwill and
intangible assets, are reviewed for potential
impairment whenever events or changes

Financial instruments are classiﬁed as loans
and receivables, held-to-maturity investments, available-for-sale ﬁnancial assets,
ﬁnancial liabilities at amortized cost and
ﬁnancial assets and liabilities at fair value

Majority of Outotec’s derivatives are
hedging underlying operative transactions
although in accordance with IAS 39 they are
not classiﬁed as hedging instruments as
they do not meet IAS 39 criteria for hedge
accounting. The fair value changes in these
derivatives are recognized in operating proﬁt
under other income and expenses. However,
if the derivative is assigned to ﬁnancial items,
the fair value changes are recognized in
ﬁnance income and expenses.
For those projects that cash ﬂow hedge
accounting is applied, the effectiveness of the
hedge is tested and documented according to
the IAS 39. The hedge results are recognized in the income statement in the same
periods as the project revenue. The hedged
cash ﬂows are customer prepayments that
are recognized as revenue in the income
statement using the percentage of completion method. The respective proportion of
the hedge results has been recognized in the
income statement as an adjustment to sales,
and the remaining part in the cash ﬂow hedge
reserve in equity. The amounts in the cash
ﬂow hedge reserve also include a respective
proportion of the realized result of hedges
of customer prepayments that have already
taken place but not recognized in income
statement.
All recognized fair value changes to
equity are net of tax.

Commitments and contingent liabilities
Outotec Oyj has issued commercial guarantees in connection with construction contracts on its own and on behalf of its subsidiaries. Guarantees have been given in order
to secure customers’ advance payments or
counter secure commercial guarantees given
by bank to customer or ﬁnancing needs of
local subsidiaries. Certain guarantees relate
also to other commercial contractual obligations.
Guarantees have been presented as commitments and contingent liabilities in notes to
the consolidated ﬁnancial statements.
Guarantees issued will be discharged
case by case according to the sale contract
and the contract of guarantee.

Inventories
Inventories are stated at the lower of cost or
net realizable value. Cost is determined by
the weighted average cost method or FIFO
method (ﬁrst-in, ﬁrst-out). The cost of ﬁnished goods and work in progress comprises
raw materials, direct labor, other direct

costs and related production overheads, but
excludes borrowing costs. Net realizable
value is the estimated selling price in the
ordinary course of business, less the estimated costs of completion and the estimated
costs necessary to make the sale.

Trade receivables
Trade receivables are carried at their anticipated realizable value, which is the original
invoice amount less an estimated valuation
allowance for impairment of these receivables. A valuation allowance for impairment
of trade receivables is made when there is
objective evidence that the Group will not be
able to collect all amounts due according to
the original terms of the receivables.

Cash and cash equivalents
Cash and cash equivalents comprise cash in
hand, deposits held at call with banks, other
short-term highly liquid investments with
original maturities of three months or less.
Bank overdrafts are included within borrowings in current liabilities in the balance sheet.

Provisions
Provisions are recognized in the balance
sheet when Outotec has a present legal or
constructive obligation as a result of a past
event, and it is probable that an outﬂow of
economic beneﬁts will be required to settle
the obligation and a reliable estimate can
be made of the amount of the obligation.
Provisions can arise from warranty period
guarantees or provisions for project losses,
litigation, tax, environmental or restructuring
plans.

Employee benefits
Pension obligations
Group companies in different countries have
various pension plans in accordance with
local conditions and practices. The plans are
classiﬁed as either deﬁned contribution plans
or deﬁned beneﬁt plans. The contributions to
deﬁned contribution plans are charged to the
income statement in the year to which they
relate. The present value of the obligation
of deﬁned beneﬁt plans is determined using
the projected unit credit method. In calculating the Group’s obligation with respect to
a plan, the extent to which the cumulative
unrecognized actuarial gain or loss exceeds
the greater of the present value of the deﬁned
beneﬁt obligation by more than 10% is identiﬁed. That excess portion is recognized in the
income statement over the expected average
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through proﬁt and loss. Equity investments
are classiﬁed as available-for-sale ﬁnancial
assets. Interest-bearing securities and
convertible loan receivables are classiﬁed as
ﬁnancial assets at fair value through proﬁt
and loss. Highly liquid marketable securities
with maturity not exceeding three months are
classiﬁed as cash equivalents.
Available-for-sale ﬁnancial assets,
as well as ﬁnancial assets and liabilities
at fair value through proﬁt and loss, are
measured at fair value and the valuation is
based on quoted rates and market prices
and appropriate valuation models. Unlisted
equity securities for which fair value cannot be reliably measured are recognized at
cost less impairment. Fair value changes
of available-for-sale ﬁnancial assets are
recognized directly in equity. In the event such
an asset is disposed of, the accumulated fair
value changes are released from equity to
ﬁnance income and expenses in the income
statement. Impairments of available-for-sale
ﬁnancial assets are recognized in the income
statement. Purchases and sales of availablefor-sale ﬁnancial assets are recognized at the
trade date.
Loans and receivables as well as all
ﬁnancial liabilities, except for derivatives, are
recognized at the settlement date and measured at amortized cost using the effective
interest rate method. Transaction costs are
included in the initially recognized amount.
The need for impairment is assessed separately for each loan receivable and when realized it is deducted from the carrying value.
The impairment shall be based on evidence
that it is probable that the Group will not be
able to collect the loan receivable according
to initial terms. Financial assets and liabilities at fair value through proﬁt and loss are
recognized at the trade date and measured at
fair value.
All derivatives, including embedded
derivatives, are initially recognized at fair
value on the date Outotec has entered into
the derivative contract, and are subsequently
re-measured at fair value. Determination
of fair values is based on quoted market
prices and rates, discounting of cash ﬂows
and option valuation models. Fair values of
currency forwards and swaps are determined
by discounting the future nominal cash ﬂows
with relevant interest rates and then converting the discounted cash ﬂows to the base
currency using spot rates. The fair value of
currency options is determined by utilizing
commonly applied option valuation models.

remaining working lives of the employees
participating in the plan. Otherwise, the actuarial gain or loss is not recognized.

Share-based payments
Outotec has two share-based incentive
programs for the company’s key personnel:
Incentive Program 2007-2008 and Incentive
Program 2008-2010.
Some 20 key employees participate in the
Share-based Incentive Program 2007-2008,
which started at January 1, 2007, and ended
at December 31, 2008. The reward payable
is determined by the achievement of the
targets set by the Board of Directors for the
development of the company’s net proﬁt and
order backlog. The reward is paid in shares
and as a cash payment. The shares will be
allocated to the key personnel in the spring of
2009. The maximum reward of the incentive
program is EUR 6.7 million. Based on terms
of the share-based incentive program, it is
classiﬁed as an employee beneﬁt under IAS
19. The expense of the program is spread
over the earnings period and is included in
wages and salaries.
Share-based Incentive Program 20082010 comprises three calendar year periods.
For the 2009 and 2010 earning periods, the
incentive program covers approximately
60 key employees. The reward payable is
determined by the achievement of the annual
corporate growth targets set by the Board
of Directors for earnings per share, order
backlog, and the company’s Services business. The potential incentives for the 2008
earning period will be paid in 2009. Approximately half of the incentives will be settled
as Outotec shares and half in cash. In the
2008 earning period, the incentive program
covers approximately 30 key employees.
Those some 20 key employees who belong to
Share-based Incentive Program 2007-2008
are not included in the 2008 earning period
of the 2008-2010 program. Since the share
reward is paid as a combination of shares
and cash, the measurement of the fair value
of the reward consists of two parts under
IFRS 2: the component settled in shares and
the component settled in cash. The component settled in shares will be recognized in
shareholders’ equity and the payment settled
in cash in liabilities.

Earnings per share
Basic earnings per share is calculated by
dividing the net proﬁt attributable to the
equity holders of the parent company by
the weighted average number of shares
in issue during the year, excluding purchased treasury shares. Diluted earnings
per share is calculated as if the warrants
and options were exercised at the beginning
of the period. In addition to the weighted
average number of shares outstanding, the
denominator includes the incremental shares
obtained through the assumed exercise of
the warrants and options. The assumption of
exercise is not reﬂected in earnings per share
when the exercise price of the warrants and
options exceeds the average market price of
the shares during the period. The warrants
and options have a diluting effect only when
the average market price of the share during
the period exceeds the exercise price of the
warrants and options.

3. Segment information
Outotec’s business is divided into primary
business segments and secondary geographical business segments. The primary
business segments are based on the Group’s
internal organization and ﬁnancial reporting
structure. Outotec’s primary business segments consist of: Minerals Processing, Base
Metals and Metals Processing. Outotec’s
Other businesses comprise equipment manufacturing of Outotec Turula Oy, research and
technology development services of Outotec
Research Oy and industrial maintenance
services of Outotec Auburn. The geographical
reporting segments are based on the main
areas where Outotec has activities and sales
and are the following: Finland, Germany, rest
of Europe, North America, South America,
Australia, Asia and Africa.
Pricing of inter-segment transactions is
based on current market prices. Segment
assets and liabilities are operative items,
which are used in segment’s business operations or which can on a reasonable basis be
allocated to the segments. Unallocated items
include taxes, ﬁnancial items and items,
which are common for the whole group.
Investments consist of additions in intangible
and tangible assets, which are used on during
more than one ﬁnancial year.

Dividends

Minerals Processing

The dividend proposed by the Board of Directors is not deducted from distributable equity
until approved by the Annual General Meeting
of Shareholders.

The Minerals Processing division provides
processes and process equipment based
on proprietary technology in the areas of
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grinding, ﬂotation, physical separation and
thickening, as well as analyzer and automation technologies. The Minerals Processing
division offers also total concentrator solutions that integrate various equipment and
processes and are based on several decades
of research and development at Outokumpu’s
former concentrator plants and Outotec’s
research center. In addition to process technology, the offering of the Minerals Processing division covers application and process
knowledge and metallurgical know-how for
larger projects. The services include delivery
of spare parts, site maintenance and inspection services as well as other expert services.

Base Metals
The Base Metals division provides metallurgical processing technology for copper, nickel,
zinc, precious metals and ferroalloys. The
Base Metals division delivers its technologies globally to its customers, working in
close partnership with them and identifying
the most proﬁtable solutions for their businesses. The Base Metals division develops
new technologies in cooperation with its
key customers, and the division’s profound
process knowledge has lead to a number of
benchmark technologies in the ﬁeld of base
metals processing.

Metals Processing
The Metals Processing division provides
technologies and plants for the metallurgical
processing of iron ore, for processing bauxite
to alumina, for production of aluminum, for
processing ilmenite to synthetic rutile as
well as for roasting of different non-ferrous
concentrates, and for production of sulfuric
acid. With its proprietary technologies and the
long experience as former Lurgi Metallurgie
GmbH in plant building, the Metals Processing division is in a position to offer its customers an extensive range of solutions from
technology packages to lump-sum turnkey
plant deliveries, both for new plants and for
modernizations and expansions of customers’ existing plants as well as related studies,
audits and debottlenecking.

Other Businesses
Outotec’s Other Businesses comprise equipment manufacturing of Outotec Turula Oy,
research and technology development services of Outotec Research Oy and industrial
maintenance services of Outotec Auburn.

Minerals
Processing

Base
Metals

Metals
Processing

Other
Businesses

Unallocated
items

Eliminations

Consolidated

External sales
Inter-segment sales
Sales
Operating proﬁt
Finance income and expenses
Proﬁt before income taxes
Income tax expenses
Proﬁt for the period

415.7
4.0
419.6
22.5
-

294.6
0.7
295.3
48.7
-

493.0
1.7
494.7
61.1
-

14.6
41.4
56.0
3.9
-

0.1
9.3
9.4
-16.0
16.1
-

-57.1
-57.1
-

1,217.9
1,217.9
120.2
16.1
136.3
-42.4
93.9

Depreciation and amortization

-1.5

-4.1

-3.3

-1.7

-0.5

-

-11.0

Non interest-bearing assets
Investments in associated companies
Interest-bearing assets
Current tax assets
Deferred tax assets
Total assets

216.4
-

73.2
-

184.1
0.1
-

55.6
-

48.3
318.7
2.7
20.0
-

-57.1
-

520.4
0.1
318.7
2.7
20.0
861.8

Non interest-bearing liabilities
Interest-bearing liabilities
Current tax liabilities
Deferred tax liabilities
Total liabilities

200.0
-

82.8
-

291.6
-

24.2
-

39.2
4.1
17.7
33.3
-

-57.5
-

580.3
4.1
17.7
33.3
635.4

2.4

0.5

2.5

15.3

3.2

-

23.9

292.5
10.4
302.9
25.2
-

268.7
5.5
274.2
43.9
-

428.6
3.6
432.3
0.0
38.1
-

10.3
27.5
37.8
2.2
-

0.1
8.2
8.2
-1.4
-13.4
8.7
-

-55.2
-55.2
-

1,000.1
1,000.1
-1.4
96.1
8.7
104.8
-27.2
77.6

-1.5

-4.8

-3.2

-1.5

-0.5

-

-11.3

Non interest-bearing assets
Investments in associated companies
Interest-bearing assets
Current tax assets
Deferred tax assets
Total assets

177.7
-

61.3
-

183.2
0.1
-

32.5
-

36.1
0.0
295.2
2.9
11.9
-

-48.0
-

442.8
0.1
295.2
2.9
11.9
752.8

Non interest-bearing liabilities
Interest-bearing liabilities
Current tax liabilities
Deferred tax liabilities
Total liabilities

146.6
-

71.8
-

278.5
-

17.1
-

30.5
2.2
17.7
21.6
-

-48.0
-

496.5
2.2
17.7
21.6
538.1

1.3

0.4

2.0

2.2

5.7

-

11.6

EUR million
2008

Capital expenditure

2007
External sales
Inter-segment sales
Sales
Share of results of associated companies
Operating proﬁt
Finance income and expenses
Proﬁt before income taxes
Income tax expenses
Proﬁt for the period
Depreciation and amortization

Capital expenditure
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3.1 Business segments

3.2 Geographical segments
EUR million

Finland

Germany

Rest of
Europe 1)

North
America

South
America

Australia

Asia

Africa

Inter
area

Consolidated

66.1
334.3
172.8
9.4

3.7
385.5
136.6
1.9

211.6
54.8
31.5
0.4

66.7
104.1
59.8
9.8

283.4
161.2
64.2
0.8

93.4
177.6
78.6
1.3

343.8
12.1
5.7
0.1

149.1
67.6
21.9
0.3

-79.2
-50.8
-

1,217.9
1,217.9
520.4
23.9

47.2
305.0
134.0
8.2

4.5
198.2
106.4
1.1

216.1
38.0
35.8
0.2

45.0
80.4
38.7
0.3

313.4
221.8
65.9
1.0

110.9
150.5
70.6
0.6

151.9
13.9
6.6
0.1

111.2
51.0
17.3
0.1

-58.6
-32.3
-

1,000.1
1,000.1
442.9
11.6

2008
Sales by destination 2)
Sales by origin 3)
Non interest-bearing assets 3)
Capital expenditure 3)
2007
Sales by destination 2)
Sales by origin 3)
Non interest-bearing assets 3)
Capital expenditure 3)

Includes CIS countries
Sales by destination is presented for external sales.
3) Sales, non interest-bearing assets including investments in associated companies and capital expenditure are presented by the location of the company.
1)
2)

4. Business combinations
Acquisition of Auburn Group
Outotec acquired Auburn Group, a Canadian service provider for the mining and metallurgical industries, on October 10, 2008. The company provides
maintenance and technical services for the mining and metals industries mainly in Canada and Chile. In 2007, the net sales for Auburn Group was
approximately EUR 27 million (CAD 41 million).
The acquisition price was approximately EUR 10 million (CAD 15.6 million). According to the acquisition contract the seller has prepared the closing
balance sheet, as of October 10, 2008. The below purchase price allocation is preliminary and the ﬁnal purchase price allocation will be completed during
the ﬁrst quarter of 2009.

EUR million

Note

Fair values
values recorded
on acquisition

Carrying
amounts prior to
acquisition

Trademarks and patents (included in intangible assets)
Customer contract and customer relationships (included in intangible assets)
Property, plant and equipment
Inventories
Trade and other receivables
Cash and cash equivalents
Total assets

14
14
15
20
21
22

0.6
0.6
2.2
0.5
3.6
0.4
7.9

2.2
0.5
3.6
0.4
6.7

Interest-bearing liabilities
Deferred tax liabilities
Trade and other payables
Total liabilities

26
12
27

3.1
0.4
0.4
3.9

3.1
0.4
3.5

4.0

3.2

Net assets
Acquisition cost
Goodwill

14

10.2
6.3

Acquisition cost paid
Cash and cash equivalents in subsidiaries acquired
Cash outﬂow on acquisition

8.0
0.4
7.6

Acquisition cost as liability at December 31, 2008

2.2

In 2008, the sales of Auburn Group was approximately EUR 20.0 million and the operating proﬁt approximately EUR 0.1 million. The sales of the
acquired Auburn Group for October 10, 2008 - December 31, 2008 totaled EUR 3.0 million and the operating proﬁt EUR -0.2 million.

Effect of Auburn Group acquisition on Outotec Group’s sales and operating profit
Outotec’s sales for January 1, 2008 - December 31, 2008 would have been EUR 1,234.9 million and operating proﬁt EUR 120.5 million if
the acquisition carried out during the period had been completed on January 1, 2008.
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EUR million

2008

2007

Revenue from construction contracts recognized as income during the ﬁnancial year
Incurred costs and proﬁts (less recognized losses) related to work in progress
construction contracts at the end of ﬁnancial year
Advances received related to work in progress construction contracts *)
Gross amount due from customers related to work in progress construction contracts
Gross amount due to customers related to work in progress construction contracts **)

957.0

780.4

829.6
844.3
117.2
169.7

893.9
570.9
86.1
197.8

2008

2007

0.3
0.6
0.9

2.0
3.7
0.2
5.9

EUR million

2008

2007

Losses on disposals of intangible and tangible assets
Market price losses from derivatives
Loss on sale of Intune Circuits Ltd

-0.1
-9.5
-1.1
-7.5
-0.8
-19.1

-0.2
-0.5
-0.7

2008

2007

-691.9
-21.9
-157.7
-12.0
-11.0
2.0
-96.8
-90.1
-1,079.6

-646.9
-6.7
-135.4
-9.2
-11.3
37.9
-55.1
-81.0
-907.8

*) Includes gross advances received related to work in progress construction contracts.
**) Includes net advances received after percentage of completion revenue recognition.

6. Other income
EUR million
Gains on the sale of intangible and tangible assets
Market price gains from derivatives
Other income

7. Other expenses

Pattison arbitration cost

Other expenses

-

8. Function expenses by nature
EUR million
Merchandise and raw materials
Logistics expenses
Employee beneﬁt expenses
Rents and leases
Depreciation and amortization
Change in inventories
Services purchased *)
Other expenses **)

*) Services purchased includes audit fees of EUR 0.5 million (2007: EUR 0.5 million) and fees for ancillary services of EUR 0.8 million
(2007: EUR 0.1 million) paid to the companies operated by the ﬁrm of independent public accountants KPMG, in different countries.
**) Includes grants received EUR 1.7 million in 2008 (2007: EUR 1.0 million).
Expenses by function include cost of sales, selling and marketing, administrative as well as research and development expenses.
Other income and expenses comprise following non-recurring items, which have affected ﬁnancial performance for the period:

Non-recurring items
EUR million
Gain from available-for-sale ﬁnancial assets *)
Loss on sale of Intune Circuits Ltd.
One-time expenses related to Pattison project **)

2008

2007

-1.1
-8.5

1.9
-

*) The value of shares owned by Outotec in Paciﬁc Ore Ltd (UK) was EUR 0.8 million on December 31, 2006. In 2007, the shares were changed into shares
of Trajan Minerals Limited. Trajan Minerals Limited was listed to Australian stock exchange (ASX) on November 30, 2007. For Outotec, the listing resulted
in EUR 1.9 million gain. The change in the fair value of the shares between the listing and December 31, 2008 EUR –2.4 million (December 31, 2007: EUR
-0.3 million) is booked to the revaluation reserve for available-for-sale ﬁnancial assets in Outotec’s equity.
**) One-time expenses related to Pattison project includes arbitration cost of EUR 7.5 million and write-down of trade receivables of
EUR 1.0 million.
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5. Construction contracts

9. Employee beneﬁt expenses
EUR million
Wages and salaries
Termination beneﬁts
Social security costs
Pension and other post-employment beneﬁts
Deﬁned beneﬁt plans
Deﬁned contribution plans
Other post-employment beneﬁts
Other personnel expenses

2008

2007

-132.7
-0.1
-10.9

-112.7
-0.0
-9.5

-1.8
-9.7
-0.2
-2.2
-157.7

-1.6
-8.2
-0.3
-3.2
-135.4

Share-based incentive programs:

On March 23, 2007, Outotec published a share-based incentive program for 2007-2008. Some 20 key employees are participants in the two-year sharebased incentive program. The earning periods started on January 1, 2007 and ended on December 31, 2008. The reward paid to the key personnel is
determined by the achievement of the targets set for the development of the company’s net proﬁt and order backlog. The reward is paid in shares and as
a cash payment. The shares will be allocated to the key personnel in the spring of 2009. The expense of the incentive program is EUR 6.5 million and it is
spread over the earning periods. Based on terms of the share-based incentive program, it is classiﬁed as an employee beneﬁt under IAS 19. The expense
is included in wages and salaries.
On March 3, 2008, Outotec published a share-based incentive program for 2008-2010. For the 2009 and 2010 earning periods, the incentive program covers approximately 60 key employees. For more information about share-based incentive program, please see Note 10. Share-based payments.
For information about key management employee beneﬁts, please see Note 31. Related party transactions.

10. Share-based payments
In February 2008, the Board of Directors of Outotec Oyj agreed to establish a share ownership plan. The plan was established as part of the incentive and
commitment program for the key personnel of the Company and its subsidiaries. The plan offers the target group the opportunity to earn company shares
as a reward for attaining targets established for the earning period. The plan includes three earning periods, each with a duration of one calendar year.
Under the plan a reward of up to 250,000 shares may be given and also a cash payment of up to the amount needed for payment of the taxes and taxrelated costs incurred by the key persons as a result of the reward at the time the shares are transferred. The plan includes three earning periods which
are the calendar years 2008, 2009 and 2010. The Board of Directors shall determine the amount of the maximum reward for each person and the earning
criteria and the targets established for them separately on an annual basis. The attaining of the targets established for the earning criteria will determine
how large a portion of the maximum reward will be paid to the key persons. The amount of the reward in the 2008 earning period is tied to the Group’s
earnings per share (50% weight), order backlog (30% weight) and the turnover of the Services business (20% weight). The reward paid on the basis of the
share ownership plan will be paid by the end of the April of the year following the close of the earning period as a combination of shares and cash. The
reward will not be paid if the person’s employment ends before the close of the earning period. The person must also hold the earned shares and remain
employed for at least two years after the close of the earning period.

Basic data concerning the share ownership plan
Grant date
Form of the reward
Maximum number of shares *)
Beginning of earning period
End of earning period
Vesting conditions
End of restriction period
Required share ownership term in years
Remaining vesting period in years
Number of persons at December 31, 2008

Earning period 2008
March 3, 2008
Shares and cash
82,500
January 1, 2008
December 31, 2008
EPS, order backlog and turnover of Services business
January 1, 2011
2
2
33

*) The maximum amount of the share reward includes a component to be paid in cash. The amount of cash to be paid corresponds to a maximum 1.5
times the value of the shares at the time of transfer.
The changes in the amounts of the share ownership plan in the ﬁnancial year 2008 are presented in the table below. Since the cash component of the
share reward is also recognized as a share-based expense, the amounts below are presented in gross terms, i.e. the share reward ﬁgures include both
the reward paid in shares (assumed 50%) and a number of shares corresponding to the amount of the reward paid in cash (assumed 50%).
Changes in the 2008 ﬁnancial year
Gross amounts at January 1, 2008, number of shares
Share rewards granted
Share rewards returned
Share rewards paid
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Earning period 2008
-

Earning period 2008

Changes during the ﬁnancial year, number of shares
Share rewards granted
Share rewards returned
Share rewards paid
Share rewards forfeited (includes returned shares)

82,500
6,000
6,000

Gross amounts at December 31, 2008, number of shares
Share rewards paid
Share rewards returned
Share rewards outstanding
Share rewards forfeited (includes returned shares)

6,000
76,500
6,000

Measurement of fair value

Since the share reward is paid as a combination of shares and cash, the measurement of the fair value of the reward consists of two parts under IFRS 2:
the component settled in shares and the component settled in cash. The component settled in shares will be recognized in shareholders’ equity and the
payment settled in cash in liabilities. The fair value of the reward paid in shares at the date of issue of the reward was the Outotec share price less the
dividends expected to be paid during the earning period. The fair value thus measured for the share reward granted for the ﬁnancial year was EUR 35.52
per share. Correspondingly, the fair value of the liability incurred in respect of a cash-settled transaction is remeasured at each reporting date until the
end of the earning period, and the fair value of the liability will thus change in accordance with the Outotec share price. At the end of the ﬁnancial year, the
fair value of the cash component was EUR 10.80 per share. The fair value of share reward, EUR 141,000, is recognized in the shareholders’ equity and the
amount of EUR 44,314 that is settled as cash is recognized as liability at the end of the ﬁnancial period. In the 2008 ﬁnancial year, the effect of the share
reward on Outotec’s proﬁt for the period was EUR 185,313.
Measurement of the fair value of the share reward
Number of share rewards granted
Assumed proportion of cash, %
Share price at date of grant, EUR *)
Expected annual dividend, EUR **)
Fair value per share of the reward to be paid as shares, EUR
Share price at December 31, 2008 (cash component), EUR
Effect on 2008 proﬁt for the period, EUR

Earning period 2008
82,500
50
37.28
0.88
35.52
10.80
185,313

*) The fair value of the share-based payment is measured at the date at which the arrangement is agreed upon between the company and the target
group.
**) Since the person is not entitled to receive dividends during the earning period, the dividends expected to be paid have been deducted from the share
price at the date of issue when measuring the fair value.

11. Finance income and expenses
EUR million

2008

2007

Dividend income
Interest income on bank deposits and commercial papers
Interest income on loans and receivables
Other interest income
Other ﬁnance income
Total ﬁnance income

16.6
0.1
0.3
17.0

0.0
12.4
0.1
0.1
0.2
12.8

Interest expenses
Financial liabilities measured at amortized cost
Current and non-current debt
Finance lease arrangements
Other ﬁnance expenses
Total ﬁnance expenses

-0.3
-3.7
-4.1

-0.2
-0.0
-4.1
-4.3

Exchange gains and losses
Other market price gains and losses
Total market price gains and losses
Total ﬁnance income and expenses

3.2
-0.0
3.2
16.1

0.2
0.0
0.2
8.7

EUR million

2008

2007

In sales
In purchases
In other income and expenses
In ﬁnance income and expenses

10.7
-1.4
-9.5
3.2
2.9

1.2
-2.5
3.7
0.2
2.7

Exchange gains and losses in the income statement
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Changes in the 2008 ﬁnancial year

12. Income tax expenses
Income tax expenses in the income statement
EUR million
Current taxes
Accrued taxes for the year
Finnish companies
Companies outside Finland
Tax adjustments for prior years
Finnish companies
Companies outside Finland
Deferred taxes
Deferred taxes
Finnish companies
Companies outside Finland
Effect of consolidation and eliminations
Total income tax expenses

2008

2007

-9.9
-25.5

-8.4
-18.2

0.0
-2.0
-37.4

0.4
1.8
-24.5

2.3
-6.4
-0.8
-5.0

-0.8
-2.9
0.9
-2.7

-42.4

-27.2

The difference between income taxes at the statutory tax rate in Finland (26%) and income taxes recognized in the consolidated income statement is
reconciled as follows:
EUR million

2008

2007

Hypothetical income taxes at Finnish tax rate on consolidated proﬁt before tax
Effect of different tax rates outside Finland
Non-credited foreign withholding taxes
Tax effect of non-deductible expenses and tax exempt income
Tax effect of losses for which no deferred tax asset is recognized
Previous year losses for which deferred tax asset is recognized
Utilization of tax losses for which no deferred tax asset was recognized
Effect of consolidation and eliminations
Taxes for prior years
Effect of enacted change in future tax rates
Other items
Income tax expenses in the consolidated income statement

-35.4
-2.7
-0.3
-1.3
-2.2
2.1
0.1
0.0
-2.0
0.0
-0.5
-42.4

-27.3
-5.1
-0.4
-0.2
-0.2

-

1.3
-0.4
2.2
4.3
-1.4
-27.2

Deferred taxes in the balance sheet
Deferred taxes have been reported as a net balance of those companies that ﬁle a consolidated tax return or that may otherwise be consolidated for
current tax purposes.
EUR million
Deferred tax assets
Tax losses carried forward
Pension provisions
Depreciation difference
Project provisions
Effects of consolidation and eliminations
Valuation loss on assets and derivative instruments
Other provisions and items
Netting of deferred tax
Deferred tax liabilities
Timing difference in revenue recognition
Depreciation difference
Other untaxed reserves
Purchase price allocation
Valuation gain on assets and derivative instruments
Other items
Netting of deferred tax
Net deferred tax liability
Deferred taxes in the balance sheet
Non-current deferred tax assets
Non-current deferred tax liabilities
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2008

2007

2.3
1.4
0.7
11.0
0.2
1.2
4.9
-1.8
20.0

1.2
1.4
0.6
5.8
0.2
3.4
-0.8
11.9

28.3
2.2
0.4
0.9
1.4
1.8
-1.8
33.3

15.8
1.9
0.6
0.7
3.2
0.2
-0.8
21.6

-13.2

-9.8

20.0
33.3
-13.2

11.9
21.6
-9.8

EUR million

January 1

Recognized
in the income
statement

Recognized
in equity

Acquired
subsidiaries

Translation
differences

December 31

1.2
1.4
0.6
5.8
0.2
-

1.2
0.0
0.1
5.8
0.0
-

1.2

-0.8
11.9

-1.0
8.1

-

-

1.2

-

-

-0.1
-0.6
-0.5
-1.2

2.3
1.4
0.7
11.0
0.2
1.2
4.9
-1.8
20.0

15.8
1.9
0.6
0.7
3.2
0.2
-0.8
21.6

12.6
0.3
-0.1
-0.2
1.6
-1.1
13.1

-1.9
-1.9

0.4
0.4

-

28.3
2.2
0.4
0.9
1.4
1.8
-1.8
33.3

-9.8

-5.0

3.1

-0.4

-1.2

-13.2

January 1

Recognized
in the income
statement

Recognized
in equity

Acquired
subsidiaries

Translation
differences

December 31

4.6
1.8
1.1
2.1
0.2
2.3
-0.1
11.9

-3.5
-0.4
-0.5
3.7
0.0
1.1
-0.7
-0.2

-

-

0.1
0.1

1.2
1.4
0.6
5.8
0.2
3.4
-0.8
11.9

12.3
2.5
1.2
-0.1
15.9

3.5
-0.6
0.6
-0.5
0.2
-0.7
2.5

3.2
3.2

-

-

15.8
1.9
0.6
0.7
3.2
0.2
-0.8
21.6

-3.9

-2.7

-3.2

-

0.1

-9.8

2008
Deferred tax assets
Tax losses carried forward
Pension provisions
Depreciation difference
Project provisions
Effects of consolidation and eliminations
Valuation loss on assets and derivative instruments
Other provisions and items
Netting of deferred tax
Deferred tax liabilities
Timing difference in revenue recognition
Depreciation difference
Other untaxed reserves
Purchase price allocation
Valuation gain on assets and derivative instruments
Other items
Netting of deferred tax
Net deferred tax liability

EUR million

3.4

2.0

2007
Deferred tax assets
Tax losses carried forward
Pension provisions
Depreciation difference
Project provisions
Effects of consolidation and eliminations
Other provisions and items
Netting of deferred tax
Deferred tax liabilities
Timing difference in revenue recognition
Depreciation difference
Other untaxed reserves
Purchase price allocation
Valuation gain on assets and derivative instruments
Other items
Netting of deferred tax
Net deferred tax liability

Deferred tax assets of EUR 3.3 million (2007: EUR 2.8 million) have not been recognized in the consolidated ﬁnancial statements because the realization
of the tax beneﬁt included in these assets is not probable. Majority of these unrecognized deferred tax assets relate to tax losses and tax credits amounting to EUR 8.7 million (2007: EUR 9.7 million), of which EUR 1.8 million will expire in ﬁve years or later.
The consolidated balance sheet includes net deferred tax assets of EUR 3.1 million (2007: EUR 2.0 million) in subsidiaries, which have generated losses
in current or in prior year. The recognition of the assets is based on result estimates, which indicate that the realization of these deferred tax assets is
probable.
Deferred tax liability on all undistributed earnings of subsidiaries, calculated according to IFRS, has not been recognized in the consolidated balance
sheet because distribution of the earnings is in the control of Outotec and such distribution is not probable within foreseeable future. The amount of such
undistributed earnings in subsidiaries, which may attract withholding or other tax consequenses upon distribution, was at the end of the year 2008 EUR
122.8 million (2007: EUR 73.8 million).
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Changes in deferred tax assets and liabilities during the financial year

13. Earnings per share

Proﬁt attributable to the equity holders of the parent company, EUR million
Weighted average number of shares, in thousands
Earnings per share for proﬁt attributable to the equity holders of the parent company:
Basic earnings per share, EUR
Diluted earnings per share, EUR

2008

2007

94.0
41,790

77.6
42,000

2.25
2.25

1.85
1.85

Basic and diluted earnings per share are calculated by dividing the proﬁt attributable to equity holders of the parent company by the weighted average
number of shares. Since Outotec has not granted any options, there is no dilution. In 2008, weighted average number of shares has been adjusted with
the shares acquired by third-party service provider (265,000 shares) which have been accounted as treasury shares in Outotec’s consolidated balance
sheet. For more information, please see Note 23. Equity.

14. Intangible assets
Intangible
asset,
internally
generated *)

Intangible
asset,
acquired **)

Goodwill

Advances paid
and construction work in
progress

Total

Historical cost at January 1, 2008
Translation differences
Additions
Disposals
Acquired subsidiaries
Reclassiﬁcations
Historical cost at December 31, 2008

2.1
-0.2
1.8

42.1
0.0
3.7
-0.1
1.2
-0.0
47.0

46.9
-0.2
6.3
52.9

0.3
0.0
0.3

91.0
-0.4
4.0
-0.1
7.5
102.0

Accumulated amortization and impairment at January 1, 2008
Translation differences
Disposals
Amortization during the period
Accumulated amortization and impairment at December 31, 2008

-1.2
0.2
-0.2
-1.2

-14.3
-0.0
0.0
-4.2
-18.5

-0.7
-0.7

-

-16.2
0.1
0.0
-4.4
-20.4

0.6

28.5

52.1

0.3

81.4

Historical cost at January 1, 2007
Translation differences
Additions
Disposals
Reclassiﬁcations
Historical cost at December 31, 2007

2.1
-0.0
2.1

35.1
0.0
6.6
0.4
-0.1
42.1

47.0
-0.4
46.9

0.3
0.0
-0.4
-

84.5
-0.1
6.6
0.4
-0.2
91.0

Accumulated amortization and impairment at January 1, 2007
Translation differences
Disposals
Amortization during the period
Accumulated amortization and impairment at December 31, 2007

-1.0
0.0
-0.0
-0.2
-1.2

-10.1
0.0
-0.4
-3.8
-14.3

-0.7
-0.7

-

-11.8
0.0
-0.4
-4.1
-16.2

0.8

27.8

46.1

-

74.8

EUR million

Carrying value at December 31, 2008

Carrying value at December 31, 2007

of which carrying value of licenses amounted to EUR 0.2 million (2007: EUR 0.3 million) and other internally generated intangible assets EUR 0.4 million (2007: EUR 0.5 million).

*)

of which carrying value of patents amounted to EUR 9.2 million (2007: EUR 8.0 million), licenses EUR 1.9 million (2007: EUR 1.5 million), IT software
EUR 8.1 million (2007: EUR 8.7 million) and other acquired intangible assets EUR 9.4 million (2007: EUR 9.6 million).

**)
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EUR million

2008

2007

-0.8
-0.0
-1.4
-2.2
-4.4

-0.6
-0.0
-1.3
-2.1
-4.1

EUR million

2008

2007

Minerals Processing
Base Metals
Metals Processing
Other businesses

3.3
1.2
41.3
6.3
52.1

3.6
1.2
41.3
46.1

Cost of sales
Selling and marketing expenses
Administrative expenses
Research and development expenses
In 2008 and in 2007 there were no impairments.

Impairment testing of goodwill
Goodwill is allocated to the Group’s cash-generating units (CGUs) according to the business organization.

Goodwill allocation to the segments

The recoverable amount of a CGU is determined based on value-in-use calculations. These calculations are based on the cash ﬂow projections in the
strategic plans approved by the management covering a two-year period. The cash ﬂow forecasts for third, fourth and ﬁfth year are estimated to be the
same as for the second year. The estimated sales and proﬁts are based on the current backlog and estimated order intake as well as cost development.
The most important assumptions relate to gross margin levels in various products and estimated overall gross margin level volume in relation to ﬁxed
costs. In deﬁning its planning assumptions the Group makes use of growth, demand and price estimates by market research institutions. Discount rate
is the weighted average pre-tax cost of capital (WACC) as deﬁned for Outotec. The components of WACC are risk-free yield rate, market risk premium,
industry speciﬁc beta, cost of debt and targetted capital structure. The WACC used in the calculations was 9.4% in 2008 (2007: 10.5%). Cash ﬂows beyond
the ﬁve year period are calculated using terminal value method, where the EBITDA (=earnings before interest, taxes, amortizations and depreciation) of
the ﬁfth planning period is multiplied by six and discounted using the WACC described above. Based on the sensitivity analysis, it is not probable that the
recoverable amount will fall below the carrying amount at December 31, 2008 even if the assumptions used in the sensitivity analysis will face reasonable
permanent changes.
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Amortization by function

15. Property, plant and equipment

Other
tangible
assets

Advances
paid and
construction work in
progress

Land

Buildings

Machinery

Ofﬁce
equipment

0.5
-0.1
0.4

13.3
-0.4
1.3
0.2
14.3

43.9
-0.9
4.7
-2.3
2.0
0.6
48.0

22.8
-1.9
3.4
-1.0
0.1
-0.1
23.3

0.2
0.0
0.2
-0.1
0.3

0.7
0.0
1.1
0.0
-0.6
1.2

81.3
-3.3
10.7
-3.3
2.1
0.0
87.6

-

-5.3
0.1
-0.6
-5.8

-35.8
0.7
2.3
-3.3
-36.1

-15.6
1.2
0.8
-2.5
-16.0

-0.1
0.0
-0.1

-

-56.7
2.0
3.1
-6.4
-58.1

Carrying value at December 31, 2008

0.4

8.5

11.9

7.3

0.2

1.2

29.5

Historical cost at January 1, 2007
Translation differences
Additions
Disposals
Reclassiﬁcations
Historical cost at December 31, 2007

0.5
0.0
0.5

12.7
0.1
0.4
0.0
13.3

43.3
-0.1
1.3
-0.9
0.2
43.9

20.6
-0.1
2.6
-0.6
0.1
22.8

0.1
-0.0
0.0
-0.0
0.2

0.1
0.7
-0.1
0.7

77.4
0.0
5.1
-1.5
0.2
81.3

-

-4.7
-0.0
-0.6
-5.3

-32.5
0.1
0.8
-4.2
-35.8

-13.6
0.1
0.4
-2.5
-15.6

-0.1
0.0
0.0
0.0
-0.1

-

-50.7
0.1
1.1
-7.2
-56.7

0.5

8.0

8.1

7.2

0.1

0.7

24.6

EUR million
Historical cost at January 1, 2008
Translation differences
Additions
Disposals
Acquired subsidiaries
Reclassiﬁcations
Historical cost at December 31, 2008
Accumulated depreciation and impairment at January 1, 2008
Translation differences
Disposals
Depreciation during the period
Accumulated depreciation and impairment at December 31, 2008

Accumulated depreciation and impairment at January 1, 2007
Translation differences
Disposals
Depreciation during the period
Accumulated depreciation and impairment at December 31, 2007
Carrying value at December 31, 2007

Total

Depreciation by function
EUR million
Cost of sales
Selling and marketing expenses
Administrative expenses
Research and development expenses

2008

2007

-2.9
-0.5
-1.5
-1.8
-6.6

-2.1
-0.6
-1.4
-3.1
-7.2

2008

2007

0.6
0.9
-0.7
0.8

0.6
-0.5
0.1

In 2008 and in 2007 there were no impairments.

Assets leased by finance lease agreements
EUR million
Historical cost
Acquired subsidiaries
Accumulated depreciation
Carrying value at December 31
All ﬁnance lease agreements are related to machinery and equipment.
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EUR million

2008

2007

Investments in associated companies at cost
Historical cost at January 1
Additions
Disposal
Historical cost at December 31

3.3
-3.2
0.1

2.6
0.7
3.3

Equity adjustment to investments in associated companies at January 1
Share of results of associated companies
Disposal
Equity adjustment to investments in associated companies at December 31

-3.2
3.2
0.0

-1.7
-1.4
-3.2

0.1

0.1

Carrying value of investments in associated companies at December 31

Summary of financial information for associated companies
EUR million

Domicile

Assets

Liabilities

Sales

Proﬁt/loss

Ownership, %

Saudi Arabia

0.3

0.2

-

-

49.0

Finland
Saudi Arabia

10.4
0.3

8.1
0.2

2.2
0.2

-5.0
0.0

28.5
49.0

2008

2007

2.5
0.1
-2.1
0.5

0.8
2.7
-0.8
-0.2
1.9
2.5

0.4
0.1

2.5
-

0.5
-2.8
-2.3
-0.0
-2.3

2.5
-2.7
-0.2
-0.0
-0.2

2008
Middle East Metals Processing Company Ltd
2007
Intune Circuits Ltd.
Middle East Metals Processing Company Ltd
Intune Circuits Ltd. was sold at July 21, 2008.

17. Available-for-sale ﬁnancial assets
EUR million
Carrying value at January 1
Additions
Disposals
Fair value changes
Gain from available-for-sale ﬁnancial assets
Carrying value at December 31
Listed equity securities
Unlisted equity securities
Fair value
Acquisition value
Fair value changes
Deferred tax liability
Fair value reserve in equity
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16. Investments in associated companies

18. Financial risk management
Financial Risk Management and Insurances
According to Outotec’s Financial Risk Management policy the CEO and the Executive
Committee monitor implementation of risk
management procedures in coordination with
the Board of Directors. The CFO is responsible for implementation and development of
ﬁnancial risk management.
The Group Audit Committee oversees how
the management monitors compliance with
the Group’s risk management policies and
procedures, and reviews the adequacy of the
risk management framework in relation to
the risks faced by the Group. The Group Audit
Committee is assisted by Internal Audit, which
undertakes both regular and ad hoc reviews of
risk management controls and procedures.
Financial risks consist of market, credit
and liquidity risks. Market risks are caused
by changes in foreign exchange and interest
rates, as well as commodity or other prices.
Especially changes in foreign exchange rates
may have a significant impact on Group’s
earnings, cash flows and balance sheet. As
the main principle Outotec’s business units
hedge their identified market risks by entering into agreements with Group Treasury,
which does most of the financial contracts
with banks and other financial institutions.
Treasury is also responsible for managing
certain Group level risks, such as interest rate
risk and foreign currency transaction risk in
accordance with the Financial Risk Management policy.
Foreign exchange rate risk
Major part of Outotec’s sales is in euros, US
dollars, Brazilian real and Australian dollars.

A signiﬁcant part of costs arise in euros, US
dollars, Brazilian real and Australian dollars.
The overall objective of foreign exchange risk
management is to limit the short-term negative impact on earnings and cash ﬂow from
exchange rate ﬂuctuations, therefore increasing the predictability of the ﬁnancial results.
Foreign exchange risk is the principal market
risk within Outotec and as such may have a
signiﬁcant potential impact on the income
statement and balance sheet.
The currencies related to sales and costs
can fluctuate materially depending on the
projects. Outotec hedges most of its fair value
risk. Cash flow risk related to firm commitments is hedged almost completely, within
subsidiary specific limits defined in Financial
Risk Management policy, where as forecasted
and probable cash flows are hedged only
selectively with financial instruments based
on separate decisions. Major part of cash
flow risk hedging takes place operatively i.a.
by matching sales and cost currencies, and
the remaining net open positions are normally hedged with derivative contracts (typically forward agreements). Subsidiary level
foreign exchange exposures are monitored
and consolidated on a monthly basis.
Substantial part of derivative contracts
hedge underlying business transactions,
although they do not fulfill the criteria for
applying hedge accounting according to IAS
39. However, Outotec has since 2007 applied
hedge accounting for derivative contracts
in selected projects. In this description of
financial risk management the term hedging
has been used in its broadest sense, and
therefore it also includes usage of nonhedge-accounted derivatives.

Outotec does not typically hedge its equity
translation risk. The total non-euro-denominated equity of Outotec’s foreign subsidiaries
and associated companies was on December
31, 2008 EUR 97.6 million (December 31,
2007: EUR 114.1 million).
In certain cases commercial contracts
may include a so called embedded derivatives, the volume of these may at times
amount to a substantial share of all derivatives.
On December 31, 2008, Outotec had the
following foreign exchange derivative contract
amounts, including embedded derivatives (more detailed information of foreign
exchange exposures in Note 19):
EUR million
Foreign exchange
forward contracts

2008

2007

378

344

See the tables “Transaction risk” and ”Sensitivity of ﬁnancial instruments on foreign
exchange rates”.
Interest rate risk
Changes in the interest rates have a limited
effect on Outotec’s liabilities due to small
amount of interest bearing debt.
Significant part of the financial investments have short-term interest rate as a
reference rate. On December 31, 2008, Outotec had EUR 317.8 million of cash and cash
equivalent funds (December 31, 2007: EUR
291.0 million), majority of which is invested in
short-term money market instruments. The
advance payments received from projects in
the emerging markets and the related financial investments cause occasionally interest

Transaction risk

EUR million

USD
exposure in
companies
reporting in
EUR
2008

Bank accounts
Trade receivables
Trade payables
Loans and receivables
Net balance sheet exposure
Sales order book
Purchase order book
Hedges:
Foreign exchange forward
contracts
Total net exposure
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2007

USD
exposure in
companies
reporting in
AUD
2008

1.8
4.5
-4.4
2.3
4.2

-0.2
6.5
-2.6
-1.7
2.0

121.9
-30.9
91.0

-94.5
0.7

2007

AUD
exposure in
companies
reporting in
EUR
2008

2.9
14.7
-1.0
0.2
16.8

3.8
6.0
-0.4
0.0
9.4

198.0
-58.7
139.3

11.3
-1.5
9.8

-139.3
2.0

-26.8
-0.2

2007

SEK
exposure in
companies
reporting in
EUR
2008

2007

0.2
1.1
-0.8
0.7
1.2

0.1
4.2
-1.8
-19.3
-16.8

-18.9
0.0
-0.7
0.0
-19.6

-12.1
0.3
-0.9
0.0
-12.7

19.0
-0.6
18.4

1.2
-4.7
-3.5

1.2
-4.0
-2.8

0.3
-6.0
-5.7

0.3
-5.6
-5.3

-27.2
0.6

1.3
-1.1

18.0
-1.6

24.8
-0.5

18.1
0.1

2008
EUR million
+/-10% change in EUR/USD exchange rate
+/-10% change in EUR/AUD exchange rate
+/-10% change in EUR/SEK exchange rate
+/-10% change in AUD/USD exchange rate

Effect on
income statement
-4.3/+5.3
-0.2/+0.3
-0.5/+0.6
+1/-1

2007
Effect on equity
+9/-11

Effect on
income statement
+2.7/-3.3
+0.1/-0.1
+0.5/-0.6
-1.6/+2.0

Effect on equity
+15.1/-18.5

The following assumptions were made when calculating the sensitivity to changes in exchange rates:
The variation in currency is assumed to be +/- 10%.
The position includes currency denominated ﬁnancial assets and liabilities, such as borrowings, deposits, trade and other receivables, liabilities, and
cash and cash equivalents, as well as derivative ﬁnancial instruments. The position excludes order book items.

rate risks. The largest interest rate exposures
are in euros, Brasilian reais and Australian
dollars.
The Group does not account for any fixed
rate financial assets and liabilities at fair
value through profit or loss, and the Group
does not designate derivatives (interest rate
swaps) as hedging instruments under a fair
value hedge accounting model. Therefore a
change in interest rates at the reporting date
would not affect profit or loss for fixed rate
instruments.
For variable rate interest-bearing
financial instruments a shift of one percentage point would have increased (decreased)
profit or loss by EUR 2.5 million for 31.12.2008
(December 31, 2007: EUR 2.5 million)
Securities price risk
Outotec is the owner of 5 million shares of
Paciﬁc Ore Limited . The shares are quoted
in ASX of Australia and their market value
on December 31, 2008 was EUR 0.3 million.
However, despite changes in the valuation of
the shares in the stock exchange Outotec is
not changing the valuation of the shares in the
balance sheet of the parent company for 2008.
Outotec does not have any material amounts
of other listed equity securities.
Credit risks
Credit risk arises from the potential failure
of a counterparty to meet its contractual
payment obligations. In addition, counterparty risk arises in conjunction with ﬁnancial
investments and hedging instruments. The
objective of credit and counterparty risk
management is to minimize in a cost efﬁcient
manner the losses incurred as a result of
counterparty not fulﬁlling its obligations.
Outotec’s trade receivables and other
potential sources of sales contract related

credit risk are generated by a large number
of customers worldwide, but occasionally
risk concentrations may develop due to large
individual contracts.
Outotec’s Project Risk Management
Policy (PRIMA) has been created to manage
the various project related risks and address
them in a more concised manner (see pages
38-40). The PRIMA policy and related procedures require identification of counterparty
risks in a project together with the evaluation
of the available and cost efficient mitigation of
risks with contractual terms and/or different
financial instruments.
The credit risks related to business
operations can be mitigated for example by
the use of advance payments and other payment terms under sales contracts, project
specific credit insurances and letters of
credit. The trade receivable exposures are
reviewed regularly in Outotec’s project level
reporting. Geographically the trade receivables are mostly from South America 28.9%
(December 31, 2007: 30.7%), Africa 19.6%
(December 31, 2007: 16.9%) and North
America 15.0% (December 31, 2007: 8.9%).
More detailed analysis of trade receivables
is included in Note 21. Trade and other
receivables.
Outotec’s treasury manages substantial part of the credit risk related to Group’s
financial investments. Outotec seeks to
reduce these risks by limiting the counterparties to banks, other financial institutions
and other counterparties, which have a good
credit standing. All treasury’s investments
related to liquidity management are made in
liquid money market instruments with, as far
as possible, low credit risk and within preagreed credit limits and maturities. The limits
are reviewed regularly by the Group Audit
Committee. Part of Outotec’s project advance

payments can be invested in local money
markets in emerging countries.
The total amount of credit risk is the carrying amount of group financial assets that
amounted to EUR 643.1 million on December
31, 2008 (December 31, 2007: EUR 524.5
million). See Note 28. Carrying amounts of
financial assets and liabilities by categories.
Insurances
Outotec Oyj acquires Group wide insurances
on a case by case basis covering all or part of
Group companies insurance needs. Furthermore Outotec companies acquire local insurances on a case by case basis in separately
deﬁned areas and speciﬁc delivery contracts.
General liability is the most important
line of insurance and a major part of insurance premiums paid relate to these type of
risks. Outotec has adequate property damage
and business interruption insurance cover.
Other significant insurance types include
credit risks which are insured on a project
specific upon preceeding assessment.
Liquidity risk
Outotec ensures required liquidity through
a combination of cash management, liquid
investment portfolios, and committed and
uncommitted facilities. Liquidity and reﬁnancing risks are sought to be reduced with
availability of sufﬁcient amount of credit lines,
which have a balanced maturity proﬁle. Efﬁcient cash and liquidity management is also
reducing liquidity risk.
Outotec’s Treasury raises centrally most
of the Group’s interest-bearing debt. In 2008,
the need for external debt on Group level has
continued to be limited. Outotec’s subsidiaries
have had some local credit lines of their own,
which mostly have been counter-guaranteed
by Outotec Oyj.
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• EUR 50 million multicurrency revolving
credit facility that is unsecured.
See the tables “Contractual cash flows
of liabilites” and “Cash and cash equivalents
and committed unutilized credit facilities”.
Capital management
Outotec’s capital structure is characterized
by low gearing ratio (-139.0% on December
31, 2008 and –136.4 % on December 31,

2007). Outotec has not deﬁned a target levels
for gearing or other ﬁnancial ratios. The
Board’s target is to maintain a strong capital
base in order to maintain investors, creditors
and market conﬁdence and to sustain future
development of the business and the capability
to pay dividends. The capital structure of the
Group is reviewed by the Board of Directors
on a regular basis. Outotec has a mandate to
purchase its own shares on the market.

There were no changes in the Group’s
approach to capital management in 2008.
For the Group certain externally imposed
capital requirements exist. Outotec’s major
credit facilities include financial covenants,
which define a minimum level of liquidity and
net worth for the Group. The Group has operated in compliance with the covenants during
2006, 2007 and 2008.

Contractual cash flows of liabilites at December 31, 2008
EUR million
Loans from ﬁnancial institutions
Finance charges
Repayments
Finance lease liabilities
Rents
Other long-term loans
Finance charges
Repayments
Derivative liabilities
Designated as cash ﬂow hedges
Outﬂow
Inﬂow
Other foreign exchange forward contracts
Outﬂow
Inﬂow
Trade payables
1)

2009 1)

2010

2011

2012

2013

2014

Total

-0.1
-1.0

-0.0
-0.3

-0.0
-0.3

-0.0
-0.3

-0.0
-0.3

-0.0
-0.3

-0.2
-2.7

-0.3

-0.2

-0.2

-0.1

-0.0

-

-0.8

-0.0
-0.2

-0.0
-0.1

-0.0
-0.1

-0.0
-0.1

-0.0
-0.1

-

-0.1
-0.5

-49.7
41.9

-14.6
13.7

-

-

-

-

-64.3
55.6

-100.7
91.3
-105.7

-21.7
18.0
-

-

-

-

-

-122.4
109.3
-105.7

Repayments in 2009 are included in current debt.

All long-term debt will be repaid by the end of 2014. The average maturity of long-term debt was 2.6 years, and the average interest rate was 3.48%.

Contractual cash flows of liabilites at December 31, 2007
EUR million
Loans from ﬁnancial institutions
Finance charges
Repayments
Pension loans
Finance charges
Repayments
Finance lease liabilities
Rents
Other long-term loans
Finance charges
Repayments
Derivative liabilities
Designated as cash ﬂow hedges
Outﬂow
Inﬂow
Other foreign exchange forward contracts
Outﬂow
Inﬂow
Trade payables
1)

Repayments in 2008 are included in current debt.

Average maturity of long-term debt was 1.7 years, and the average interest rate was 1.99%.
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2008 1)

2009

2010

Total

-0.0
-0.6

-0.0
-0.6

-0.0
-0.6

-0.0
-1.8

-0.0
-0.1

-

-

-0.0
-0.1

-0.1

-0.0

-

-0.1

-0.0
-0.1

-0.0
-0.1

-

-0.0
-0.2

-0.5
0.5

-8.8
8.7

-

-9.3
9.2

-55.7
54.9
-113.1

-18.5
18.5
-

-7.9
8.3
-

-82.1
81.7
-113.1

EUR million

2008

2007

Cash at bank and in hand
Short term bank deposits
Cash equivalent marketable securities
Overdraft facilities
Revolving credit facility

72.2
196.0
49.6
17.5
50.0

36.8
95.1
159.1
11.4
50.0

19. Derivative instruments
Fair values of foreign exchange forward contracts
EUR million
Remaining maturity

Positive fair value
<1 year
1-2 years

2-3 years

Negative fair value
<1 year
1-2 years

2-3 years

2008
Foreign exchange forward contracts
Designated as cash ﬂow hedges
Other foreign exchange forward contracts
Total

4.9
5.7
10.6

0.0
1.1
1.2

0.1
0.1

-8.7
-10.5
-19.2

-1.3
-4.0
-5.3

-

2007
Foreign exchange forward contracts
Designated as cash ﬂow hedges
Other foreign exchange forward contracts
Total

6.9
3.3
10.2

3.7
1.0
4.7

0.5
0.5

-0.0
-0.7
-0.7

-0.1
-0.5
-0.6

-0.2
-0.2

<1 year

1-2 years

2-3 years

2008
Foreign exchange forward contracts
Designated as cash ﬂow hedges
Other foreign exchange forward contracts
Total

150.2
181.1
331.3

17.6
29.0
46.6

0.3
0.3

2007
Foreign exchange forward contracts
Designated as cash ﬂow hedges
Other foreign exchange forward contracts
Total

90.6
138.1
228.7

65.5
31.6
97.1

10.5
8.1
18.6

2008

2007

2.1

0.4
1.4

1.2
-1.3
-1.2

-3.2
11.3

EUR million

2008

2007

Raw materials and consumables
Work in progress
Finished goods and merchandise
Advance payments

2.1
56.8
12.4
16.4
87.7

1.7
72.1
8.4
34.8
117.0

Fair values are estimated based on market rates and prices and discounted future cash ﬂows.

Nominal values of foreign exchange forward contracts
EUR million
Remaining maturity

Treatment of cash flow hedges
EUR million
Recognized in income statement
In other income
Adjustment to sales
Recognized in equity
As deferred tax asset
As deferred tax liability
Hedge result

20. Inventories
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Cash and cash equivalents and committed unutilized credit facilities

21. Trade and other receivables
EUR million

2008

2007

-

0.9

0.0
0.0

0.0
0.9

0.4

0.8

143.8
117.2
2.7
20.4
0.4
9.2
18.9
312.6

142.5
35.6
2.9
12.7
0.2
11.7
8.2
213.8

145.8

144.6

2.1
-0.1
1.4
-1.4
2.0

0.9
0.0
1.7
-0.6
2.1

143.8

142.5

87.2

82.3

16.9
15.2
26.6
145.8

35.2
9.6
17.5
144.6

3.6
0.6
1.3
9.5
21.6
41.5
17.4
20.1
28.2
143.8

4.0
1.5
1.9
14.9
12.7
43.7
19.0
20.9
24.1
142.5

Non-current
Interest-bearing
Loans receivable
Non interest-bearing
Other receivables
Current
Interest-bearing
Loans receivable
Non interest-bearing
Trade receivables
Project related receivables
Current tax assets
VAT receivable
Grants and subsidies receivable
Other accruals
Other receivables
Trade receivables (gross)
Doubtful trade receivables
Doubtful trade receivables at January 1
Translation differences
Additions
Deductions
Doubtful trade receivables at December 31
Total trade receivables
The ageing of trade receivables:
Not due
Overdue by:
Between 1 and 30 days
Between 31 and 60 days
More than 60 days
Total trade receivables (gross)
Maximum exposure to credit risk for trade receivables by geographic region:
Finland
Germany
CIS
Rest of Europe
North America
South America
Australia
Asia
Africa
Total
Trade receivables are according to the customer’s location.
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EUR million

2008

2007

Cash at bank and in hand
Short term bank deposits
Cash equivalent marketable securities

72.2
196.0
49.6
317.8

36.8
95.1
159.1
291.0

Majority of Outotec’s deposits are invested in money markets in the following currencies: Euro, Australian dollar and Brazilian real. The relevant reference rates of euro and Australian dollar have varied during 2008 as follows: euro 2.6-5.2% and Australian dollar 4.3-7.7%. Practically these interest rates
decreased strongly during the last quarter. For Brazilian real the relevant reference rate was CDI, the value of which has varied between 11.1-14.1% during 2008.

23. Equity
Share capital and share premium fund
EUR million
At December 31, 2008
At December 31, 2007

Number of shares,
1 000

Share capital

Share premium fund

Total

42,000
42,000

16.8
16.8

20.2
20.2

37.0
37.0

Outotec Oyj’s shares were entered into the Finnish Book-Entry Securities System on September 25, 2006. According to the Articles of Association, the
maximum number of Outotec Oyj shares is 100.0 million. Counter-book value of a share is EUR 0.40 and the maximum share capital is EUR 40.0 million.
Each share entitles its holder to one vote at the general meetings of shareholders of the company.

Fair value reserves

Fair value reserves include movements in the fair value of the available-for-sale ﬁnancial assets and cash ﬂow hedge result deferred to equity.

Other reserves

Other reserves include reserve fund and other reserves. Reserve fund includes amounts transferred from the distributable equity under the Articles
of Association or by a decision by General Meeting of Shareholders. Other reserves include other items based on the local regulations of the group
companies.

Treasury shares

Outotec has entered into an agreement with a third-party service provider concerning administration and hedging of share-based incentive program for
key personnel. As part of this agreement, for hedging the underlying cash ﬂow risk, the service provider has purchased 265,000 Outotec shares that have
been funded by Outotec and accounted as treasury shares in Outotec's consolidated balance sheet. Outotec's consolidated balance sheet and consolidated changes in equity reﬂect the substance of the arrangement with a deduction amounting to EUR 9.4 million in equity. This amount represents the
consideration paid for the shares by the third-party service provider.

Dividend

The Board of Directors will propose a dividend of EUR 1.00 per share for the ﬁnancial year 2008. The parent company’s distributable funds were EUR
127.0 million at December 31, 2008.

Resolutions of the 2008 Annual General
Meeting
The Outotec Annual General Meeting was
held on March 18, 2008, in Espoo, Finland.
The Annual General Meeting decided that a
dividend of EUR 0.95 per share should be paid
for the ﬁnancial year that ended on December
31, 2007. The dividends, totaling EUR 39.9
million, were paid on April 1, 2008.
The Annual General Meeting decided that
the number of Board members, including
the Chairman and Vice Chairman, should be
five (5). Mr. Carl-Gustaf Bergström, Mr. Karri
Kaitue, Mr. Hannu Linnoinen, Mr. Anssi Soila,
and Mr. Risto Virrankoski were re-elected as
members of the Board of Directors for the
term expiring at the end of the next Annual
General Meeting. The Annual General Meet-

ing re-elected Mr. Risto Virrankoski as the
Chairman of the Board of Directors, and in
its assembly meeting the Board of Directors
elected Mr. Karri Kaitue as its Vice Chairman.
The Annual General Meeting confirmed
the remuneration of Board members as follows: Chairman EUR 5,000 per month, other
Board members EUR 3,000 per month each,
and Vice Chairman and Chairman of the
Audit Committee in addition EUR 1,000 per
month each. In addition, each Board member
will be paid EUR 500 for attendance of each
Board and Committee meeting, as well as
reimbursement for direct costs arising from
Board work.
KPMG Oy Ab, Authorized Public Accountants, was re-elected as the company’s auditor, with Mr. Mauri Palvi as Auditor in charge.

Board’s authorizations
The Annual General Meeting authorized the
Board of Directors to resolve upon issues of
shares as follows:
- The authorization includes the right to
issue new shares, distribute own shares held
by the company, and the right to issue special
rights referred to in Chapter 10, Section 1 of
the Companies Act. However, this authorization to the Board of Directors does not entitle
the Board of Directors to issue share option
rights as an incentive to the personnel.
- The total number of new shares to be
issued and own shares held by the company
to be distributed under the authorization may
not exceed 4,200,000 shares.
- The Board of Directors is entitled to
decide on the terms of the share issue, such
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as the grounds for determining the subscription price of the shares and the final
subscription price as well as the approval of
the subscriptions, the allocation of the issued
new shares and the final amount of issued
shares.
The Annual General Meeting authorized
the Board of Directors to resolve upon the
repurchase of the company’s own shares as
follows:

- The company may repurchase the maximum number of 4,200,000 shares using free
equity and deviating from the shareholders’
pre-emptive rights to the shares, provided
that the number of own shares held by the
company will not exceed ten (10) percent of
all shares of the company.
- The shares are to be repurchased in
public trading at the NASDAQ OMX Helsinki

Ltd at the price established in the trading at
the time of acquisition.
The above-mentioned authorizations
shall be in force until the next Annual General
Meeting. The authorizations had not been
exercised as of January 30, 2009.

24. Employee beneﬁt obligations
Outotec has several pension plans in various countries. which are mainly classiﬁed as deﬁned contribution pension plans. Deﬁned beneﬁt pension plans
are in Germany. Other post-employment beneﬁts relate to retirement medical arrangements in Germany.

Defined benefit pension and other post-employment benefits
Amounts recognized in the income statement
EUR million

2008

2007

Deﬁned beneﬁt pension expenses
Deﬁned contribution pension expenses
Other post-employment beneﬁts

-1.8
-9.7
-0.2
-11.7

-1.6
-8.2
-0.3
-10.0

Deﬁned beneﬁt pension plans
EUR million

Other post-employment beneﬁts

2008

2007

2008

2007

-1.3
-0.2
-0.2
-0.1
-1.8

-1.2
-0.1
-0.2
-0.1
-1.6

-0.1
-0.0
-0.0
-0.0
-0.2

-0.2
-0.0
-0.0
-0.0
-0.3

-0.4
-1.1
-0.1
-0.1
-1.8

-0.4
-0.9
-0.3
-1.6

-0.0
-0.2
-0.2

-0.0
-0.2
-0.1
-0.3

By function
Cost of sales
Selling and marketing expenses
Administrative expenses
Research and development expenses
Pension costs in employee beneﬁt expenses
Current service cost
Interest cost
Employee contributions
Recognized net actuarial gains and losses

Amounts recognized in the balance sheet
Deﬁned beneﬁt pension plans

Other post-employment beneﬁts

EUR million

2008

2007

2008

2007

Present value of unfunded obligations
Unrecognized actuarial gains and losses
Net liability

20.6
-0.9
19.7

22.1
-3.4
18.7

3.3
0.2
3.6

3.6
-0.0
3.6

All pension and other post-employment obligations were unfunded.

Reconciliation of liability
Deﬁned beneﬁt pension plans

Other post-employment beneﬁts

EUR million

2008

2007

2008

2007

Net liability at January 1
Net periodic pension cost in income statement
Beneﬁts paid
Change in plan provisions
Net liability at December 31

18.7
1.8
-0.8
19.7

17.8
1.6
-0.8
0.2
18.7

3.6
0.2
-0.2
3.6

3.4
0.3
-0.2
3.6
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Deﬁned beneﬁt pension plans

Other post-employment beneﬁts

EUR million

2008

2007

2008

2007

Unfunded obligation at January 1
Service cost
Interest cost
Unrecognized actuarial gains and losses
Employee contributions
Beneﬁts paid
Change in plan provisions
Unfunded obligation at December 31

22.1
0.4
1.0
-2.3
0.2
-0.8
20.6

23.2
0.4
0.9
-2.0
0.2
-0.8
0.2
22.1

3.6
0.0
0.2
-0.3
-0.2
3.3

4.1
0.0
0.2
-0.5
-0.2
3.6

%

2008

2007

Discount rate
Future beneﬁt increase expectation

6.25
2.0

5.25
2.0

Principal actuarial assumptions

Pensions do not depend on salary development.

25. Provisions
EUR million

Project provisions

Other provisions

2008

Non-current
Provisions at January 1
Translation differences
Additions
Provisions utilized during the period
Other changes
Provisions at December 31

8.8
0.0
4.4
-2.0
-0.3
11.0

-

8.8
0.0
4.4
-2.0
-0.3
11.0

Current
Provisions at January 1
Translation differences
Additions
Provisions utilized during the period
Provisions released
Other changes
Provisions at December 31

21.4
-2.3
8.1
-3.0
-7.3
0.1
17.1

0.1
-0.0
7.2
-0.0

21.5
-2.3
15.3
-3.0
-7.3
0.1
24.3

-

7.2

Provisions are based on best estimates on the balance sheet date.

26. Interest-bearing liabilities
Carrying amount
EUR million
Non-current
Loans from ﬁnancial institutions
Finance lease liabilities
Other non-current loans
Current
Loans from ﬁnancial institutions
Pension loans
Finance lease liabilities
Other current loans

Fair value

2008

2007

2008

2007

1.7
0.5
0.4
2.6

1.2
0.0
0.1
1.2

1.6
0.5
0.4
2.5

1.1
0.0
0.1
1.2

1.0
0.0
0.3
0.2
1.5

0.6
0.1
0.1
0.2
1.0

1.0
0.0
0.3
0.2
1.5

0.6
0.1
0.1
0.2
1.0

The fair value of interest-bearing liabilities is lower compared to the carrying value mainly due to low interest rates in certain subsidized loans.
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Movement in the present value of the defined benefit obligation

Finance lease liabilities

EUR million

Minimum
lease payments
2008

Minimum lease
payments
2007

Present value of minimum lease payments
2008

Present value of
minimum lease
payments
2007

0.3
0.3
0.2
0.1
0.0
-0.1
0.8

0.1
0.0
-0.0
0.1

0.3
0.2
0.2
0.1
0.0
0.8

0.1
0.0
0.1

Not later than 1 year
1-2 years
2-3 years
3-4 years
4-5 years
Future ﬁnance charges
All ﬁnance lease liabilities will be paid in 5 years.

27. Trade and other payables
EUR million
Non-current
Other non-current liabilities
Current
Trade payables
Advances received
Project related liabilities
Accrued employee-related expenses
VAT payable
Withholding tax and social security liabilities
Other accruals
Other payables
All trade and other payables were non interest-bearing.

2008

2007

1.6

4.6

105.7
214.0
124.2
31.8
2.0
10.9
4.8
2.4
495.7

113.1
190.1
58.9
29.0
4.9
2.3
3.9
35.5
437.7

28. Carrying amounts of ﬁnancial assets and liabilities by categories

2008
EUR million
Non-current ﬁnancial assets
Derivative assets
Foreign exchange forward contracts
Other shares and securities
Trade and other receivables
Interest-bearing
Non interest-bearing
Current ﬁnancial assets
Derivative assets
Foreign exchange forward contracts
Trade and other receivables
Interest-bearing
Non interest-bearing
Cash and cash equivalents
Carrying amount by category
Non-current ﬁnancial liabilities
Loans from ﬁnancial institutions
Finance lease liabilities
Derivative liabilities
Foreign exchange forward contracts
Other non-current loans
Other non-current liabilities
Current ﬁnancial liabilities
Loans from ﬁnancial institutions
Finance lease liabilities
Derivative liabilities
Foreign exchange forward contracts
Other current loans
Trade payables
Carrying amount by category
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Financial
assets at
fair value
through
proﬁt or loss

Loans and
receivables

Availablefor-sale
ﬁnancial
assets

Financial
liabilities at
fair value
through
proﬁt or loss

Financial
liabilites
measured at
amortized
cost

Carrying
amounts
by balance
sheet item

Fair value

1.2
-

-

0.5

-

-

1.2
0.5

1.2
0.5

-

0.0

-

-

-

0.0

0.0

10.6

-

-

-

-

10.6

10.6

11.8

0.4
312.6
317.8
630.8

0.5

-

-

0.4
312.6
317.8
643.1

0.4
312.6
317.8
643.1

-

-

-

-

1.7
0.5

1.7
0.5

1.6
0.5

-

-

-

5.3
-

0.4
1.6

5.3
0.4
1.6

5.3
0.4
1.6

-

-

-

-

1.0
0.3

1.0
0.3

1.0
0.3

-

-

-

19.2
24.5

0.2
105.7
111.4

19.2
0.2
105.7
135.9

19.2
0.2
105.7
135.8

Loans and
receivables

Financial
liabilities at
fair value
through
proﬁt or loss

Financial
liabilites
measured
at amortized
cost

Carrying
amounts
by balance
sheet item

Fair value

Non-current ﬁnancial assets
Derivative assets
Foreign exchange forward contracts
Other shares and securities
Trade and other receivables
Interest-bearing
Non interest-bearing
Current ﬁnancial assets
Derivative assets
Foreign exchange forward contracts
Trade and other receivables
Interest-bearing
Non interest-bearing
Cash and cash equivalents
Carrying amount by category

5.3
-

-

2.5

-

-

5.3
2.5

5.3
2.5

-

0.9
0.0

-

-

-

0.9
0.0

0.9
0.0

10.2

-

-

-

-

10.2

10.2

15.5

0.8
213.8
291.0
506.5

2.5

-

-

0.8
213.8
291.0
524.5

0.8
213.8
291.0
524.5

Non-current ﬁnancial liabilities
Loans from ﬁnancial institutions
Pension loans
Finance lease liabilities
Derivative liabilities
Foreign exchange forward contracts
Other non-current loans
Other non-current liabilities
Current ﬁnancial liabilities
Loans from ﬁnancial institutions
Pension loans
Finance lease liabilities
Derivative liabilities
Foreign exchange forward contracts
Other current loans
Trade payables
Carrying amount by category

-

-

-

-

1.2

1.2

1.1

-

-

-

-

0.0

0.0

0.0

-

-

-

0.8
-

0.1
4.6

0.8
0.1
4.6

0.8
0.1
4.6

-

-

-

-

0.6
0.1
0.1

0.6
0.1
0.1

0.6
0.1
0.1

-

-

-

0.7
1.5

0.2
113.1
120.0

0.7
0.2
113.1
121.5

0.7
0.2
113.1
121.4

The fair value of interest-bearing liabilities is lower compared to the carrying value mainly due to low interest rates in certain subsidized loans.

29. Commitments and contingent liabilities
EUR million
Pledges at December 31
Guarantees for commercial commitments at December 31

2008

2007

3.0

2.1

166.5

185.7

The pledges are used to secure local credit facilities of the Group’s Canadian subsidiaries. Commercial guarantees are related to project and equipment
deliveries. The total value of commercial guarantees does not include advance payment guarantees issued by the parent or other group companies. The
total amount of guarantees for ﬁnancing issued by group companies amounted to EUR 8.5 million at December 31, 2008 (at December 31, 2007: EUR 2.8
million) and for commercial guarantees including advance payment quarantees EUR 353.8 million at December 31, 2008 (at December 31, 2007: EUR
391.9 million). High exposure of on-demand guarantees may increase the risk of claims that may have an impact on the liquidity of Outotec.

Present value of minimum lease payments on operating leases
EUR million

2008

2007

Not later than 1 year
1 - 2 years
2 - 3 years
3 - 4 years
4 - 5 years
Later than 5 years
Present value of minimum lease payments

6.6
9.1
9.4
7.9
6.6
29.1
68.7

8.8
9.2
8.5
8.1
4.9
12.0
51.4

Major off-balance sheet investment commitments
The Group has no major off-balance sheet investment commitments at December 31, 2008.
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2007
EUR million

Availablefor-sale
ﬁnancial
assets

Financial
assets at fair
value through
proﬁt or loss

30. Disputes and litigations

In June 2006, Outotec GmbH initiated arbitration against Bandirma Gübre Fabrikalari A.S.
(“BAGFAS”). The dispute relates to a bank
guarantee issued in connection with a project
contract entered into between BAGFAS
and Outotec GmbH (previously Outokumpu
Technology GmbH) in July 2003. Under the
contract, Outotec GmbH was responsible
for the modernization of certain section of
a sulfuric acid plant of BAGFAS located in
Bandirma, Turkey. The contract was secured
by a first-demand bank guarantee of EUR
3.4 million issued by Nordea Bank Finland
Plc (“Nordea”). In August 2005, BAGFAS
called the bank guarantee in full. Outotec’s
management believes that the calling of the
guarantee lacks merit and that, in any case,
the value of the underlying grounds, based on
which BAGFAS called the guarantee, are of
significantly lower value than EUR 3.4 million.
In October 2005, in a proceeding initiated by
Outotec GmbH, Helsinki City Court issued an
injunction on Nordea, prohibiting the payment
of the bank guarantee by Nordea to BAGFAS.
Outotec GmbH has also commenced a main
proceeding against Nordea in the Helsinki
District Court in order to prevent the possible
repeal of the injunction. This case is still
pending. BAGFAS initiated interim measures
proceedings in Turkey against Nordea and the
9th Commercial Court of Istanbul attached
by way of injunction receivables of Nordea
worth approximately EUR 3.44 million, which
injunction was allowed to be replaced using
other collaterals. Outotec initiated arbitration
in Switzerland against Bagfas requesting the
arbitral tribunal to finally decide on whether
the calling of the bank guarantee by BAGFAS
was fair and to rule on certain reimbursement claims and related issues. The arbitral
tribunal has rendered in 2008 a binding
interim award imposing a formal 1.000.000
euro cap to Bagfas’s claim under the bank
guarantee. Outotec has filed a motion to
confirm the interim arbitral award before

Turkish Courts. Simultaneously the Turkish
Court of First Instance ruled Nordea to pay
the full amount of the Guarantee. Nordea,
Bagfas, and Outotec as ancillary intervener
in the Turkish proceedings, have appealed
the decision. In case Nordea is obliged to pay
the guarantee upon unsuccessful appellate
proceedings and upon eventual disregard
by the Turkish Courts of the Swiss arbitral
award, Outotec GmbH will have to indemnify
Nordea for the payment of the guarantee in
accordance with the terms and provisions of
the guarantee facility entered into between
Nordea and Outotec GmbH.
In 1995, a former officer of Prometal SA,
a Brazilian corporation, commenced legal
actions against, among others, Oku-Tec Ltda,
a former agent of Outokumpu Technology in
Brazil, and Outokumpu Enhangeria e Comercio, Ltda (currently Outotec Technologia
Brasil Ltda). The former officer of Prometal
SA is claiming a commission of USD 200,000
allegedly due to him as a commission for
intermediation in the acquisition of certain
mining rights in Buritama, Brazil, owned by
Prometal SA. In addition, if the former officer
is successful in his claim regarding the
said commission, he may commence legal
proceedings for a success fee of approximately USD 4.7 million relating to the same
acquisition allegedly due to him. The case
was resolved to the benefit of Outotec by the
5th Civil Court of Sao Paolo, Brazil, but the
claimant has appealed the decision before
higher Courts. While Outotec’s management
believes that the appeal is without merits,
there can be no assurance as to the outcome
of the court proceedings.
Pacific Industrial Company acted as a
subcontractor for Outotec Pty Ltd for certain
works regarding Outotec Pty Ltd’s supply of
three thickeners to BHPB Billiton in Ravensthorpe, Australia. Pacific Industrial Company
and Outotec Pty Ltd disagreed the valuation
of differences in final construction drawings
compared to tendered price drawings, the

valuation of variations for additional works
required from Pacific Industrial Company and
the recovery of costs incurred by Outotec Pty
Ltd in providing additional labour to complete
Pacific Industrial Company’s works. Pacific
Industrial Company filed a prolongation and
delay claim of AUD 4,3 million and a tender
and variations claim of AUD 3,4 million
against Outotec Pty Ltd before Supreme
Court of Western Australia. Outotec Pty
Ltd responded to Pacific Industrial Company’s claims and filed its counterclaim on
March 14, 2008. At present Outotec Pty Ltd’s
counterclaim amounts to approximately AUD
4 million. Discovery process is expected to
commence in the beginning of 2009.
Outotec (USA) Inc. and Pattison Sand
Company L.L.C. contracted in August 2006
to build a plant for fractured sand in Iowa,
USA. Outotec suspended the execution of
the project in July 2007 due to non-payment
and other circumstances regarding the due
execution of the project. Pattison filed a
request for arbitration before the American
Arbitration Association (AAA) in January 2008
and requested arbitration in Dubuque, Iowa,
USA. The amount of the claim was USD 9.8
million, which also represented Outotec’s
maximum liability under the contract. Outotec
filed its own request for arbitration before
the AAA in February 2008 and claimed USD
4.9 million consisting of unpaid invoices
and damages. In its interim award rendered
on December 24, 2008 the arbitral tribunal
sustained Pattison Sand Company’s claim of
USD 10 million (approximately EUR 7 million)
against Outotec and respectively rejected
Outotec’s counterclaim.
In addition to the proceedings described
above, some Outotec companies are involved
in disputes incidental to their business. Outotec management believes that the outcome of
said disputes will not have material effect on
Outotec’s financial position.

31. Related party transactions
Transactions and balances with associated companies
EUR million
Sales
Finance income and expenses
Loans receivable
Trade and other receivables
Other current liabilities
Transactions and balances with management

2008

2007

-

0.0
0.2
1.2
1.0
0.0

At December 31, 2008, there was an outstanding loan payble of EUR 2.2 million to the President of Outotec Auburn Ltd. The payable is related to
payment terms of Auburn Group acquisition. Acquisition cost was EUR 10.2 million of which EUR 8.0 million has been paid and EUR 2.2 million
was recognized as a liability at December 31, 2008. The loan payable wil be paid to the President of Outotec Auburn Ltd. according to acquisition
contract during the ﬁrst quarter of 2009.
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EUR million
Executive comittee (including President and CEO and Deputy CEO)
Wages, salaries and other short-term employee beneﬁts
President and CEO
Wages, salaries and other short-term employee beneﬁts
Deputy CEO
Wages, salaries and other short-term employee beneﬁts

2008

2007

2.9

1.8

0.9

0.5

0.4

0.3

Key management does not have any special pension arrangements, instead pension arrangements are according to normal legislation. Outotec Oyj’s
Board of Directors and Tapani Järvinen, the President and CEO of the company, have agreed in 2007 to amend Järvinen’s CEO contract to be effective
until the end of 2009, and thereafter for the time being.
There were no loans to key management at December 31, 2008 nor at December 31, 2007. Wages and meeting fees for the Board of Directors are speciﬁed in Corporate Governance statement on page 103.

32. Events after the reporting period
Outotec has agreed with Noracid S.A. on the delivery of a new sulfuric acid plant to be built in Mejillones, Chile. The contract value is approximately EUR
51 million.

33. Subsidiaries
Subsidiaries at December 31, 2008
Aisco Systems Inc. Chile y Compañia Ltda
Eberhard Hoesch & Söhne GmbH
Edifo AB
International Project Services Ltd. Oy
Kumpu Engineering, Inc.
Kumpu GmbH
MP Metals Processing Engineering Oy
MPE-Service Oy
OOO Outotec Norilsk
Outotec (Australasia) Pty. Ltd.
Outotec (Canada) Ltd.
Outotec (Chile) Ltda.
Outotec (Kazakhstan) LLP
Outotec (Kil) AB
Outotec (Mexico), S.A. de C.V.
Outotec (Netherlands) B.V.
Outotec (Norway) AS
Outotec (Peru) S.A.C.
Outotec (Polska) Sp. z o.o.
Outotec (RSA) (Pty) Ltd.
Outotec (Shanghai) Co. Ltd.
Outotec (Sweden) AB
Outotec (USA) Inc.
Outotec Auburn Ltd.
Auburn Furnace Services Inc.
Auburn Industrial Design Inc.
Auburn Industrial Services Ltd.
Auburn Limitada
Auburn Project Management Inc.
Camden Yards Assets Ltd.
Outotec Deutschland GmbH
Outotec Engineering Services India Private Ltd.
Outotec GmbH
Outotec Holding GmbH
Outotec Minerals Oy
Outotec Pty. Ltd.
Outotec Research Oy
Outotec Tecnologia Brasil Ltda.
Outotec Turula Oy
Pannevis Inc.
Petrobau Ingenieur Bulgaria EOOD
SepTor Technologies B.V.
ZAO Outotec St. Petersburg
ZAO Outotec Moskva

*)

*)
*)
*)
*)
*)
*)

*)
*)
*)
*)
*)
*)
*) 1)
1)
1)
1)
1)
1)
1)

*)
*)
*)
*)
*)
*)

2)
*)

Country

Group holding %

Chile
Germany
Sweden
Finland
United States
Germany
Finland
Finland
Russia
Australia
Canada
Chile
Kazakhstan
Sweden
Mexico
The Netherlands
Norway
Peru
Poland
South Africa
Republic of China
Sweden
United States
Canada
Canada
Canada
Canada
Chile
United States
Canada
Germany
India
Germany
Germany
Finland
Australia
Finland
Brazil
Finland
United States
Bulgaria
The Netherlands
Russia
Russia

100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100

All companies owned directly by parent company Outotec Oyj are included.
The Group holding corresponds to the Group’s share of voting rights.
Shares and stock held by the parent company Outotec Oyj.
Companies were acquired in 2008.
2) Group’s ownership in the company increased from 60% to 100% during the year 2008. In addition, the name of the company changed during the year
2008. The company was formerly known as ZAO Mineral Processing Engineers.
*)

1)
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Employee beneﬁts for key management

KEY FINANCIAL FIGURES, IFRS

Key ﬁnancial ﬁgures of the Group
2008

2007

20061)

20051)

20041)

1,000.1
35.1
84.3
11.6
1.2
19.9
2.0
2,144
2,031
1,317.2
1,463.0

740.4
33.1
89.0
8.0
1.1
19.2
2.6
1,797
1,825
866.4
1,032.2

556.2
30.5
86.9
12.1
2.2
13.9
2.5
1,802
1,783
596.0
678.5

425.6
16.4
88.0
11.7
2.7
13.5
3.2
1,831
1,827
450.2
542.0

Scope of activity
Sales
- change in sales
- exports from and sales outside Finland, of total sales
Capital expenditure
- in relation to sales
Research and development expenses
- in relation to sales
Personnel at December 31
- average for the year
Order backlog at the end of the period
Order intake

EUR million
EUR million

1,217.9
21.8
77.9
23.9
2.0
20.2
1.7
2,674
2,483
1,176.7
1,153.8

Proﬁtability
Operating proﬁt
- in relation to sales
Proﬁt before taxes
- in relation to sales
Gross margin
Return on equity
Return on investment

EUR million
%
EUR million
%
%
%
%

120.2
9.9
136.3
11.2
21.5
42.6
61.6

96.1
9.6
104.8
10.5
20.4
43.3
59.8

51.6
7.0
56.6
7.6
20.7
29.1
45.4

24.3
4.4
25.6
4.6
18.8
16.3
24.3

10.8
2.5
11.9
2.8
23.0
11.8
14.5

Financing and ﬁnancial position
Equity-to-assets ratio at the end of the period
Gearing at the end of the period
Net interest-bearing debt at the end of the period
Net cash from operating activities
Dividends

%
%
EUR million
EUR million
EUR million

35.0
-139.0
-314.6
106.6
42.0 2)

38.2
-136.4
-292.9
143.0
39.9

36.9
-118.0
-170.0
67.8
14.7

36.1
-104.9
-116.1
80.2
-

38.1
-45.5
-41.4
8.1
-

1)
2)

EUR million
%
%
EUR million
%
EUR million
%

Combined basis
The Board of Directors’ proposal to the Annual General Meeting on March 18, 2009.

Quarterly information
EUR million
Sales
Minerals Processing
Base Metals
Metals Processing
Other Businesses
Unallocated items*) and intra-group sales
Operating proﬁt
Minerals Processing
Base Metals
Metals Processing
Other Businesses
Unallocated items**) and intra-group items
Order backlog at the end of the period
*)

Q1/07

Q2/07

Q3/07

Q4/07

Q1/08

Q2/08

Q3/08

Q4/08

55.2
60.1
97.5
6.7
-7.8
211.7

64.6
64.5
100.9
8.9
-11.7
227.1

72.7
64.1
113.0
11.1
-15.0
245.9

110.5
85.6
120.8
11.1
-12.5
315.5

60.1
60.1
104.6
9.1
-8.3
225.6

92.7
72.0
109.2
16.7
-15.0
275.5

122.0
76.9
116.9
11.4
-9.2
318.1

144.8
86.4
163.9
18.8
-15.1
398.8

1.9
9.4
4.7
0.0
-2.4
13.6

3.3
13.2
10.5
0.6
-4.1
23.4

3.6
12.1
11.5
1.3
-2.5
26.0

16.3
9.3
11.5
0.3
-4.4
33.0

4.1
6.3
12.3
0.4
-2.2
21.0

3.2
11.9
11.8
1.2
-5.1
22.9

3.1
13.3
14.9
1.7
-4.1
28.9

12.1
17.2
22.1
0.7
-4.6
47.5

836.5

1,110.8

1,264.4

1,317.2

1,359.6

1,548.4

1,484.5

1,176.7

Unallocated items primarily include invoicing of internal management and administrative services.
Unallocated items primarily include internal management and administrative services and share of result of associated companies.

**)
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2008

2007

20061)

20051)

20041)

Earnings per share 2)

EUR

2.25

1.85

0.88

0.39

0.52

Equity per share 3)

EUR

5.43

5.11

3.43

2.63

2.16

Dividend per share
Dividend payout ratio
Dividend yield

EUR
%
%

1.00 4)
44.7
9.3

0.95
51.4
2.5

0.35
39.7
1.5

-

-

4.8

20.4

25.7

EUR
EUR
EUR
EUR

26.28
8.52
45.76
10.80

36.03
19.25
54.75
37.60

14.23
12.40
22.76
22.70

-

-

EUR million

453.6

1,579.2

953.4

-

-

1 000 shares

158,008

138,813

88,736

-

-

%

378.1

330.5

211.3

-

-

42,000,000
42,000,000

42,000,000
42,000,000

42,000,000
42,000,000

42,000,000
42,000,000

42,000,000
42,000,000

Price/earnings ratio
Development of share price
Average trading price
Lowest trading price
Highest trading price
Trading price at the end of the period
Market capitalization at the end of the period
Development in trading volume
Trading volume
In relation to weighted
average number of shares 2)
Adjusted average number of shares
Number of shares at the end of the period

Combined basis
Calcuted using the weighted average number of shares (41,790,417), which has been adjusted with the shares acquired by third-party service
provider (265,000).
3) Calcuted using the number of shares at the end of the period (41,735,000), which has been adjusted with the shares acquired by third-party
service provider (265,000).
4) The Board of Directors’ proposal to the Annual General Meeting on March 18, 2009.
1)
2)
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Share-related key ﬁgures

DEFINITIONS OF KEY FINANCIAL FIGURES

Deﬁnitions of key ﬁnancial ﬁgures
Research and development expenses

=

Research and development expenses in the income statement
(including expenses covered by grants received)

Return on equity (ROE)

=

Proﬁt for the period
Total equity (average for the period)

× 100

Return on investment (ROI)

=

Operating proﬁt + ﬁnance income
Total assets - non interest-bearing debt (average for the period)

× 100

Net interest-bearing debt

=

Interest-bearing debt - Interest-bearing assets

Equity-to-assets ratio

=

Total equity
Total assets – advances received

× 100

Gearing

=

Net interest-bearing debt
Total equity

× 100

Earnings per share

=

Proﬁt for the period attributable to the equity holders of the parent company
Average number of shares during the period, as adjusted for stock split

Equity per share

=

Equity attributable to the equity holders of parent company
Number of shares at the end of the period, as adjusted for stock split

Dividend per share

=

Dividend for the period
Number of shares at the end of the period, as adjusted for stock split

Dividend payout ratio

=

Dividend for the period
Proﬁt for the period attributable to the equity holders of the parent company

× 100

Dividend yield

=

Dividend per share
Adjusted trading price at the end of the period

× 100

Price/earnings ratio (P/E)

=

Adjusted trading price at the end of the period
Earnings per share

Average trading price

=

EUR amount traded during the period
Adjusted number of shares traded during the period

Market capitalization at end of the period

=

Number of shares at the end of period × trading price at the end of the period

Trading volume

=

Number of shares traded during the period, and in relation to
the weighted average number of shares during the period
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EUR million

Note

2008

2007

2, 3

225.7

219.8

Cost of sales
Gross proﬁt

4

-156.0
69.7

-157.0
62.8

Other operating income
Selling and marketing expenses
Administrative expenses
Research and development expenses
Other operating expenses
Operating proﬁt

5

0.4
-13.4
-22.9
-13.8
-6.3
13.7

1.9
-11.4
-13.8
-12.0
-1.6
26.0

52.6
-23.3
29.3

106.3
-15.1
91.2

43.0

117.3

Sales

Finance income
Finance expenses
Net ﬁnance income

9

10
11

Proﬁt before extraordinary items
Extraordinary items
Proﬁt before appropriations and taxes

12

9.8
52.9

8.7
125.9

Appropriations
Income tax expenses
Proﬁt for the period

13
14

-0.1
-8.6
44.2

0.1
-6.5
119.6
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Income statement of the parent company

Balance sheet of the parent company
EUR million

Note

December 31,
2008

December 31,
2007

17.1
1.4
235.4
253.9

16.9
1.3
231.3
249.5

6.6
3.7
92.3
244.7
347.3

11.4
6.4
146.9
208.9
373.6

601.2

623.2

16.8
20.2
-9.4
82.8
44.2
154.5

16.8
20.2
2.9
119.6
159.4

ASSETS
Non-current assets

15

Intangible assets
Property, plant and equipment
Non-current ﬁnancial assets
Total non-current assets
Current assets
Inventories
Non-current receivables
Current receivables
Cash and cash equivalents
Total current assets

16
17
17

TOTAL ASSETS

EQUITY AND LIABILITIES
Shareholders’ equity

18

Share capital
Share premium fund
Treasury shares
Retained earnings
Proﬁt for the period
Total shareholders’ equity
Appropriations

13

0.4

0.3

Provisions

19

3.6

2.0

Liabilities

20

Non-current liabilities
Current liabilities
Total liabilities

5.8
436.9
442.7

2.0
459.5
461.5

TOTAL EQUITY AND LIABILITES

601.2

623.2
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EUR million
Cash ﬂows from operating activities
Proﬁt before extraordinary items
Adjustments for
Depreciation and amortization
Impairment
Interest income
Dividend income
Interest expenses
Other adjustments 1)

2008

2007

43.0

117.3

2.7
-12.2
-33.4
18.5
5.9
24.6

2.3
0.0
-5.4
-96.0
10.7
-4.6
24.3

-7.2
4.8
-3.1
19.1

25.6
2.5
-6.6
45.8

119.4
12.5
-20.5
-11.9
118.7

7.9
4.7
-6.9
-3.6
48.0

-3.0
-109.4
0.1
0.3
-112.1

-5.6
-12.9
0.1
0.0
-18.4

80.2
-1.3
-10.5
-9.4
-39.9
9.9
0.2
29.2

-0.6
122.0
0.1
0.6
-14.7
-3.4
104.1

35.8

133.7

208.9
35.8
244.7

75.2
133.7
208.9

Change in working capital
Increase (-) / decrease (+) in current receivables
Decrease in inventories
Decrease in current liabilities

Dividends received
Interest received
Interest paid
Income tax paid
Net cash from operating activities
Cash ﬂows from investing activities
Purchases of intangible and tangible assets
Acquisition of subsidiaries and other equity investments
Proceeds from sale of intangible and tangible assets
Proceeds from disposal of shareholdings
Net cash used in investing activities
Cash ﬂows from ﬁnancing activities
Decrease in long-term debt
Increase in current debt
Increase (-) / decrease (+) in non-current loans receivable
Increase (-) / decrease (+) in current loans receivable
Purchase of treasury shares 2)
Dividends paid
Group contributions received and granted
Other ﬁnancing cash ﬂow
Net cash from ﬁnancing activities
Net change in cash and cash equivalents
Cash and cash equivalents at January 1
Net change in cash and cash equivalents
Cash and cash equivalents at December 31
1)

Includes gains and losses on sale of ﬁxed assets, change in provisions and unrealized exchange gains and losses.

Outotec has entered into an agreement with a third-party service provider concerning administration and hedging of share-based incentive
program for key personnel. As part of this agreement, for hedging the underlying cash ﬂow risk, the service provider has purchased 265,000
Outotec shares that have been funded by Outotec and accounted as treasury shares in Outotec’s consolidated balance sheet.

2)
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Cash ﬂow statement of the parent company

Notes to the parent company’s ﬁnancial statements
1. Accounting principles

Appropriations

The ﬁnancial statements of Outotec Oyj have
been prepared according to Finnish Accounting
Standards (FAS). The accounting principles for
the parent company’s ﬁnancial statements are
the same as those for the consolidated ﬁnancial
statements, with the following exceptions.

The difference between depreciation according to
plan and depreciation for tax purposes is presented
under appropriations in the parent company’s income
statement and the accumulated depreciation difference is presented as appropriations in the balance
sheet.

Income tax expenses

ments to previous years. Deferred tax liabilities
and assets have not been recognized but disclosed in the notes to the ﬁnancial statements.

Non-current financial assets
Non-current ﬁnancial assets are measured at
cost or if the estimated future income is expected
to be permanently lower than the book value, the
difference is recognized as a write-down.

Income tax expenses in income statement consist of
accrued taxes for the ﬁnancial year and tax adjust-

2. Sales by market area
EUR million

2008

2007

Europe
Africa
Asia
North and South America
Australia

122.8
41.0
29.5
25.8
6.6
225.7

130.8
39.3
33.3
9.7
6.7
219.8

EUR million

2008

2007

Revenue recognized from the construction contracts by percentage of completion
Other revenue

149.4
76.3
225.7

153.7
66.1
219.8

26.7

67.9

11.8
-8.6
3.2

9.8
-10.4
-0.6

55.8
26.8
82.6

91.5
45.2
136.7

2008

2007

-92.2
-4.4
-18.8
-0.4
-0.2
-4.8
-31.9
-3.4
-156.0

-100.4
-1.4
-17.0
-0.5
-0.1
-2.5
-34.3
-0.6
-157.0

2008

2007

0.3
0.1
0.4

1.9
0.0
1.9

3. Construction contracts

Revenue recognized to date from construction contracts in progress at December 31
Net receivables/liabilities related to construction contracts
Receivables
Advance payments received
The value of construction contracts not yet recognized as revenue
Constraction contracts which will be booked to revenue by percentage of completion
Constraction contracts which will be booked to revenue at the delivery
Order backlog at December 31

4. Cost of sales
EUR million
Merchandise and supplies
Logistics expenses
Employee beneﬁt expenses
Rents and leases
Depreciation and amortization
Change in inventories
Services purchased

Other expenses

5. Other operating income
EUR million
Gains on the sale of intangible and tangible assets and ﬁnancial assets
Exchange gains of foreign exchange forward contracts
Other income
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EUR million

2008

2007

Wages and salaries
Pension contributions
Other personnel expenses

-33.5
-4.4
-1.7
-39.6

-24.8
-3.4
-1.6
-29.8

-0.2
-1.3
-0.8
-2.3

-0.2
-0.8
-0.5
-1.5

of which wages and salaries for Board of Directors and key management
Members of the Board of Directors
CEO and deputy CEO
Other members of Executive Committee

There are no special pension arrangements for key management, instead pension arrangements are according to normal legislation.
Outotec Oyj’s Board of Directores and Tapani Järvinen, the President and CEO of the company, have agreed in 2007 to amend Järvinen’s CEO contract to
be effective until the end of 2009, and thereafter for the time being.
There were no loans to key management at December 31, 2008 nor at December 31, 2007.
Number of personnel
Average number of personnel for the period
Personnel at December 31

2008
427
431

2007
412
405

2008

2007

0.1
0.2
0.6
0.9

0.1
0.0
0.1
0.2

2008

2007

-2.7
-2.7

-2.3
-0.0
-2.3

-1.3
-1.2
-0.3
-2.7

-1.0
-1.1
-0.2
-2.3

-0.2
-0.0
-1.4
-1.1
-2.7

-0.1
-0.0
-1.3
-0.9
-2.3

2008

2007

-4.3
-2.0
0.0
-6.3

0.0
-1.1
-0.4
-1.6

7. Auditor fees
EUR million
KPMG

Auditing fees
Tax advising fees
Other services

8. Depreciation, amortization and impairment
EUR million
Depreciation and amortization according to plan
Impairment of non-current assets
Depreciation, amortization and impairment by group of assets
Intangible assets
Other long-term expenses
Machinery and equipment
Depreciation, amortization and impairment by function
Cost of sales
Selling and marketing expenses
Administrative expenses
Research and development expenses

9. Other operating expenses
EUR million

Losses on disposals of intangible and tangible assets
and non-current ﬁnancial assets
Exchange losses of foreign exchange forward contracts
Other expenses
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6. Personnel expenses

10. Finance income
EUR million

2008

2007

Dividend income
Interest income and other ﬁnance income
Exchange gains

33.4
14.6
4.6
52.6

96.0
8.1
2.1
106.3

33.4
3.1
36.5

96.0
3.3
99.3

-

0.2

EUR million

2008

2007

Interest expenses and other ﬁnance expenses
Exchange losses

-21.2
-2.0
-23.3

-14.2
-0.8
-15.1

-18.4

-10.7

EUR million

2008

2007

Group contributions received
Group contributions granted

10.7
-0.9
9.8

9.9
-1.2
8.7

2008

2007

-0.1
0.4

0.1
0.3

2008

2007

-2.6
-6.1
-8.6

-2.3
-4.3
-6.5

Deferred tax assets
Temporary differences

2.6

0.5

Deferred tax liabilities
Temporary differences

0.1

0.1

Finance income from subsidiaries
Dividend income
Interest income and other ﬁnance income
Finance income from associated companies
Interest income and other ﬁnance income
The treasury operations of Outotec are centralized in Outotec Oyj.

11. Finance expenses

Finance expenses for subsidiaries
Interest expenses

12. Extraordinary items

13. Appropriations
EUR million
Increase (-) / decrease (+) in depreciation difference
Change in depreciation difference in the balance sheet
All appropriations are related to machinery and equipment.

14. Income tax expenses
EUR million
Income tax expenses from extraordinary items
Income tax expenses from operations

15. Non-current assets
Intangible
assets

Property, plant
and equipment

Historical cost at January 1, 2008
Additions
Disposals
Historical cost at December 31, 2008

24.1
2.7
-0.1
26.7

2.0
0.3
-0.1
2.2

Accumulated depreciation, amortization and impairment at January 1, 2008
Accumulated depreciation and amortization on disposals
Depreciation, amortization and impairment during the period
Accumulated depreciation, amortization and impairment at December 31, 2008

-7.2

-0.6

-2.5
-9.6

-0.3
-0.8

Carrying value at December 31, 2008

17.1

1.4

EUR million
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0.0

0.1

Property, plant
and equipment

Historical cost at January 1, 2007
Additions
Disposals
Historical cost at December 31, 2007

19.0
5.4
-0.3
24.1

2.1
0.2
-0.3
2.0

Accumulated depreciation, amortization and impairment at January 1, 2007
Accumulated depreciation and amortization on disposals
Depreciation, amortization and impairment during the period
Accumulated depreciation, amortization and impairment at December 31, 2007

-5.4
0.3
-2.1
-7.2

-0.7
0.3
-0.2
-0.6

Carrying value at December 31, 2007

16.9

1.3

Long-term ﬁnancial assets
Shares in
subsidiaries

Shares in associated
companies

Other shares
and holdings

Total

Historical cost at January 1, 2008
Additions
Disposals
Carrying value at December 31, 2008

225.4
7.2
232.6

3.2
0.0
-3.2
0.0

2.7
0.1
2.8

231.3
7.3
-3.2
235.4

Historical cost at January 1, 2007
Additions
Disposals
Carrying value at December 31, 2007

108.8
116.6
225.4

2.6
0.7
0.0
3.2

0.8
2.7
-0.8
2.7

112.1
120.0
-0.8
231.3

EUR million

Outotec Auburn Ltd. was acquired and Intune Circuits Ltd. was sold in 2008.
The shares of Outotec Pty. Ltd. were acquired from Outotec Minerals Oy in 2007.

16. Inventories
EUR million
Materials and supplies
Work in progress
Advance payments

2008

2007

1.7
3.8
1.1
6.6

1.5
7.7
2.2
11.4

2008

2007

2.5

2.2

1.2
3.7

4.2
6.4

14.8
2.7

7.7
-

22.1
12.4
40.3
92.3

15.9
100.7
22.5
146.9

11.8
0.6
12.4

9.8
90.0
0.9
100.7

17. Receivables
EUR million
Non-current receivables
Interest-bearing
Loans receivable
Non interest-bearing
Unrealized exchange gains of foreign exchange forward contracts
Current receivables
Interest-bearing
Loans receivable
Other receivables from group companies
Non interest-bearing
Trade receivables
Prepaid expenses and accrued income
Other receivables
Prepaid expenses and accrued income
Receivables from construction contracts
Dividend receivable
Other receivables
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Intangible
assets

EUR million

Receivables from subsidiaries
EUR million

2008

2007

2.5

1.2

14.8
2.7

7.4
-

9.0
0.2
30.0
59.3

5.6
90.0
12.3
116.6

2008

2007

-

0.9

-

0.3

-

0.8
0.1
2.1

EUR million

2008

2007

Share capital
Share premium fund
Treasury shares
Retained earnings at January 1
Dividend
Dividend related to treasury shares
Proﬁt for the period
Total shareholders’ equity at December 31

16.8
20.2
-9.4
122.4
-39.9
0.2
44.2
154.5

16.8
20.2
17.6
-14.7
119.6
159.4

Distributable funds
Retained earnings
Proﬁt for the period
Distributable funds at December 31

82.8
44.2
127.0

2.9
119.6
122.4

Non-current receivables
Interest-bearing
Loans receivable
Current receivables
Interest-bearing
Loans receivable
Other receivables from group companies
Non interest-bearing
Trade receivables
Prepaid expenses and accrued income
Other receivables
Receivables from associated companies
EUR million
Non-current receivables
Interest-bearing
Loans receivable
Current receivables
Interest-bearing
Loans receivable
Non interest-bearing
Trade receivables
Other receivables

18. Shareholders’ equity

Outotec Oyj has entered into an agreement with a third-party service provider concerning administration and hedging of the share-based incentive
program for key personnel. As part of this agreement, for hedging of the underlying cash ﬂow risk, the service provider has purchased 265,000 Outotec
shares that have been funded by Outotec Oyj and accounted as treasury shares in the balance sheet.

19. Provisions
EUR million
Project related provisions at January 1
Change in provisions
Project related provisions at December 31
Provisions include warranty period and project loss provisions concerning the construction contracts.
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2008

2007

2.0
1.6
3.6

4.9
-2.9
2.0

EUR million

2008

2007

1.7

1.2

4.1
5.8

0.8
2.0

283.7
77.4

0.6
319.2
63.6

9.3
11.5
27.6
27.4
436.9

13.6
12.3
32.7
17.6
459.5

6.0
5.4
8.7
1.2
6.3
27.6

4.7
12.0
4.9
4.4
6.7
32.7

283.7
77.4

319.2
63.6

7.9
2.3
2.6
9.1
383.0

3.1
4.1
4.4
11.6
406.0

EUR million

2008

2007

Guarantees
On behalf of subsidiaries
For ﬁnancing
For other commitments
On behalf of own commercial commitments (excluding advance payment guarantees)

8.5
305.4
32.0

2.8
318.6
40.4

Non-current liabilities
Interest-bearing
Loans from ﬁnancial institutions
Non interest-bearing
Unrealized exchange losses of foreign exhange forward contracts
Current liabilities
Interest-bearing
Loans from ﬁnancial institutions
Loans from subsidiaries
Other current loans from group companies
Non interest-bearing
Advance payments received
Trade payables
Accrued expenses and prepaid income
Other current liabilities
Accrued expenses and prepaid income
Accrued personnel expenses
Accrued project expenses
Accrued expenses of construction contracts
Current tax liability
Other liabilities
Liabilities to subsidiaries
Current liabilities
Interest-bearing
Current loans
Other current loans from group companies
Non interest-bearing
Advance payments received
Trade payables
Accrued expenses and prepaid income
Other current liabilities

21. Commitments

The total value of commercial guarantees issued by the parent company on behalf of subsidiaries includes advance payment guarantees
EUR 173.8 million (at December 31, 2007: EUR 178.6 million).
The total amount of guarantees for commercial commitments including advance payment guarantees issued by the parent company amounted to
EUR 350.1 million (at December 31, 2007: EUR 384.7 million).
Minimum future lease payments on operating leases
Not later than 1 year
Later than 1 year
Other ﬁnancial commitments
Long-term rental agreements
Termination year 2012
Termination year 2017

0.4
0.2

0.4
0.2

3.2
33.8

3.9
21.1

2008

2007

-5.9
6.2
0.3

10.0
-10.0
0.0

286.8
258.1
545.0

300.5
271.0
571.5

22. Derivative instruments
EUR million
Net fair values
Contracts made with ﬁnancial institutions
Contracts made with subsidiaries
Nominal values
Contracts made with ﬁnancial institutions
Contracts made with subsidiaries
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20. Liabilities

Shares and shareholders
Outotec Oyj’s shares are listed on the NASDAQ OMX Helsinki Ltd (OMXH). The trading
symbol of Outotec is OTE1V and trading lot is
one share.

Shares and share capital
Outotec’s shares were entered into the Finnish Book-Entry Securities System on September 25, 2006. The company’s share capital
is EUR 16.8 million consisting of 42,000,000
shares. The counter-book value of the shares
is EUR 0.40 per share. Each share entitles
its holder to one vote at General Meetings of
Shareholders of the company.

Trading and market capitalization
Outotec’s shares have been listed on the
NASDAQ OMX Helsinki since October 10,
2006. In 2008, the volume-weighted average
price for a share in the company was EUR
26.28, the highest quotation for a share being
EUR 45.76 and the lowest EUR 8.52. The
trading of Outotec shares in 2008 exceeded
158 million shares, with a total value of over
EUR 4,140 million. On December 31, 2008,
Outotec’s market capitalization was EUR 454
million and the last quotation for the share
was EUR 10.80.
On December 31, 2008, the company
did not hold any treasury shares for trading
purposes. In the ﬁrst quarter of 2008, Outotec
entered into an agreement with a third-party
service provider concerning the administration and hedging of the share-based incentive
program for key personnel. As part of this
agreement, in order to hedge the underlying cash ﬂow risk, the service provider has
purchased 265,000 Outotec shares that have
been funded by Outotec and accounted (IFRS)
as treasury shares in Outotec’s consolidated
balance sheet.

Changes in shareholdings
On January 7, 2008, UBS AG’s group holding
in shares of Outotec Oyj fell below 5 percent
and amounted to 2,040,807 shares, which
represented 4.86 percent of the share capital
and votes in the company. On January 4, 2008,
UBS AG’s group holding in shares of Outotec
Oyj exceeded 5 percent and amounted to
2,331,573 shares, which represented 5.55
percent of the share capital and votes in the
company.
On April 25, 2008, Morgan Stanley’s group
holding in shares of Outotec Oyj fell to under
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5 percent and amounted to 2,062,917 shares,
representing 4.91 percent of the share capital
and votes in the company. On March 25, 2008,
Morgan Stanley’s group holding in shares of
Outotec Oyj exceeded 5 percent, and amounted to 3,517,978 shares, which represented
8.37 percent of the share capital and votes in
the company.
On October 15, 2008, Ilmarinen Mutual
Pension Insurance Company’s holding
in shares of Outotec exceeded 5 percent.
Ilmarinen’s holding in shares of Outotec
amounted to 2,138,448 shares, which represented 5.09 percent of the share capital.
On December 31, 2008, shares held in
13 nominee registers accounted for some
60 percent and Finnish households some 11
percent of all Outotec shares.

Board’s authorizations
The AGM on March 18, 2008 authorized the
Board of Directors to resolve upon issues of
shares as follows:
- The authorization includes the right to issue
new shares, distribute own shares held by
the company, and the right to issue special
rights referred to in Chapter 10, Section 1 of
the Companies Act. However, this authorization to the Board of Directors does not entitle
the Board of Directors to issue share option
rights as an incentive to the personnel.
- The total number of new shares to be
issued and own shares held by the company
to be distributed under the authorization may
not exceed 4,200,000 shares.
- The Board of Directors is entitled to decide
on the terms of the share issue, such as the
grounds for determining the subscription
price of the shares and the ﬁnal subscription
price as well as the approval of the subscriptions, the allocation of the issued new shares
and the ﬁnal amount of issued shares.
The Annual General Meeting authorized
the Board of Directors to resolve upon the
repurchase of the company’s own shares as
follows:

- The company may repurchase the maximum number of 4,200,000 shares using free
equity and deviating from the shareholders’
pre-emptive rights to the shares, provided
that the number of own shares held by the
company will not exceed ten (10) percent of
all shares of the company.
- The shares are to be repurchased in public
trading at the NASDAQ OMX Helsinki Ltd at
the price established in the trading at the
time of acquisition.
The above-mentioned authorizations
shall be in force until the next Annual General
Meeting. The authorizations had not been
exercised as of January 30, 2009.

Board and management
shareholding
The total share holding of the Board of Directors, CEO and deputy CEO at the end of 2008
was 11,800 shares. Details of the Board’s and
Executive Committee’s shareholdings can be
found on pages 98-101 respectively, as well as
on the company’s website at outotec.com.

Dividend policy
The Board of Directors has adopted a dividend policy whereby the company intends
to propose for the approval of the company’s shareholders dividends representing
approximately 40 percent of the annual net
income of Outotec for the preceding ﬁnancial
year, with the amount of future dividends, if
any, being contingent upon Outotec’s future
earnings, ﬁnancial, condition, cash ﬂows,
working capital requirements, investments
in either organic growth or acquisitions and
other factors.
Although the Board of Directors has no
reason to believe that dividend payments
under this policy will not generally be made,
there can be no assurance that any annual
dividend will actually be paid, nor can there
be any assurance as to the amount to be paid
in any given year.

Dividend payment history
Year
2007
2008
2009
*)

(ﬁnancial year 2006)
(ﬁnancial year 2007)
(ﬁnancial year 2008)

Board of Directors proposal for dividend per share.

Dividend per share, €
0.35
0.95
1.00 *)

Pay out ratio, %
40
51
45

Yield, %
1.5
2.5
9.3

The Board of Directors of Outotec proposes
to the Annual General Meeting on March 18,
2009 that a dividend of EUR 1.00 per share be
paid from Outotec Oyj’s distributable funds for
December 31, 2008, and that any remaining
distributable funds be allocated to retained

earnings. The suggested dividend record date
is March 23, 2009, with the dividend to be paid
on March 30, 2009.
According to the ﬁnancial statements for
December 31, 2008, the parent company distributable funds total EUR 127.0 million. The
proposed dividend corresponds to 45 percent
of the Group’s proﬁt for the ﬁnancial year 2008.

There have been no substantial changes
in the ﬁnancial position of the company after
the balance sheet date. According to the
Board of Directors, the liquidity of the company is good and the proposed proﬁt sharing
will not affect the solvency of the company.

Share-related key ﬁgures
Earnings per share 1)
Equity per share 2)
Dividend per share
Dividend payout ratio
Dividend yield
Price/earnings ratio
Development of share price
Average trading price
Lowest trading price
Highest trading price
Trading price at the end of the period
Market capitalization at the end of the period
Development in trading volume
Trading volume
In relation to weighted
average number of shares 1)
Adjusted average number of shares
Number of shares at the end of the period
1)

2008

2007

EUR
EUR
EUR
%
%

2.25
5.43
1.00 3)
44.7
9.3
4.8

1.85
5.11
0.95
51.4
2.5
20.4

EUR
EUR
EUR
EUR
EUR million

26.28
8.52
45.76
10.80
453.6

36.03
19.25
54.75
37.60
1,579.2

1,000 shares

158,008

138,813

%

378.1
42,000,000
42,000,000

330.5
42,000,000
42,000,000

Calculated using the weighted average number of shares (41,790,417), which has been adjusted with the shares acquired by third-party service provider (265,000).

2) Calculated
3) The

using the number of shares at the end of the period (41,735,000), which has been adjusted with the shares acquired by third-party service provider (265,000).

Board of Directors’ proposal to the Annual General Meeting on March 18, 2009.

Share price performance and trading volume
EUR

Shares/1,000 pcs

60

10,000

50

8,000

40
6,000
30
4,000

20

2,000

10
0

0
10/06 *

5/07

12/07

12/08

Outotec Oyj, OTE1V
OMX Helsinki Industrials Price Index
*)

Initial public offering on October 10, 2006. Trading volume was 56,076,374 during week 41.
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SHARES AND SHAREHOLDERS

Board of Directors’ proposal for proﬁt
distribution

Distribution of shareholdings on December 31, 2008
Number of shares
1–100
101–1,000
1,001–10,000
10,001–100,000
100,001–1,000,000
> 1,000,000
Nominee registered shares
Total

Number of
shareholders

% of
shareholders

3,954
5,906
783
85
21
5
13
10,754

36,77
54,92
7,28
0,79
0,20
0,04
100.00

Number of shares

% of
share capital

273,870
2,255,255
2,184,574
2,969,368
5,243,239
29,073,694
25,556,386
42,000,000

0.65
5.37
5.20
7.07
12.48
69.22
60.85
100.00

Average
shareholding,
no of shares
273,870
2,255,255
2,184,574
2,969,368
5,243,239
29,073,694

Shareholders by group on December 31, 2008
Shareholder group
Finnish corporations
Finance and insurance institutions
Public sector and public organizations
Households
Non-proﬁt organizations
International
Total
Nominee registered shares
Total

Number of
shareholders

% of
shareholders

Number
of shares

% of
share capital

786
73
31
9,719
95
50
10,754

7.31
0.68
0.29
90.38
0.88
0.46
100.00

1,712,486
3,576,350
5,967,678
3,981,370
766,124
439,606
16,443,614
25,556,386
42,000,000

4.08
8.51
14.21
9.48
1.82
1.05
39.15

100.00

100.00

Largest shareholders on December 31, 2008
Name
Ilmarinen Mutual Pension Insurance Company
Varma Mutual Pension Insurance Company
The State Pension Fund
OP-Delta Fund
Odin Norden
Etera Mutual Pension Insurance Company
Alfred Berg Finland Fund
Evli Alexander Management
Hartwall Capital
Nordea Fennia Fund
Total
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Number of shares

%

2,588,448
1,674,173
738,000
438,807
330,100
325,000
316,146
250,000
228,000
224,997
7,113,671

6.16
3.99
1.76
1.04
0.79
0.77
0.75
0.60
0.54
0.54
16.94

AUDITORS’ REPORT

Auditors’ report
To the Annual General Meeting of Outotec Oyj
We have audited the accounting records, the ﬁnancial statements, the report of the Board of Directors, and the
administration of Outotec Oyj for the year ended on December 31, 2008. The ﬁnancial statements comprise the
consolidated balance sheet, income statement, cash ﬂow statement, statement of changes in equity and notes to
the consolidated ﬁnancial statements, as well as the parent company’s balance sheet, income statement, cash ﬂow
statement and notes to the ﬁnancial statements.
The responsibility of the Board of Directors and the President and CEO
The Board of Directors and the President and CEO are responsible for the preparation of the ﬁnancial statements
and the report of the Board of Directors and for the fair presentation of the consolidated ﬁnancial statements in
accordance with International Financial Reporting Standards (IFRS) as adopted by the EU, as well as for the fair
presentation of the parent company’s ﬁnancial statements and the report of the Board of Directors in accordance
with laws and regulations governing the preparation of the ﬁnancial statements and the report of the Board of
Directors in Finland. The Board of Directors is responsible for the appropriate arrangement of the control of the
company’s accounts and ﬁnances, and the President and CEO shall see to it that the accounts of the company are
in compliance with the law and that its ﬁnancial affairs have been arranged in a reliable manner.
Auditors’ responsibility
Our responsibility is to perform an audit in accordance with good auditing practice in Finland, and to express an
opinion on the parent company’s ﬁnancial statements, on the consolidated ﬁnancial statements and on the report
of the Board of Directors based on our audit. Good auditing practice requires that we comply with professional
ethical requirements and plan and perform the audit to obtain reasonable assurance whether the ﬁnancial statements and the report of the Board of Directors are free from material misstatement and whether the members of
the Board of Directors of the parent company and the President and CEO have complied with the Limited Liability
Companies Act.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
ﬁnancial statements and the report of the Board of Directors. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the ﬁnancial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers internal controls relevant to the entity’s
preparation and fair presentation of the ﬁnancial statements in order to design audit procedures that are appropriate in the circumstances. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of
the ﬁnancial statements and the report of the Board of Directors.
The audit has been performed in accordance with good auditing practice in Finland. We believe that the audit
evidence we have obtained is sufﬁcient and appropriate to provide a basis for our audit opinion.
Opinion on the consolidated ﬁnancial statements
In our opinion, the consolidated ﬁnancial statements give a true and fair view of the ﬁnancial position, ﬁnancial
performance, and cash ﬂows of the group in accordance with International Financial Reporting Standards (IFRS) as
adopted by the EU.
Opinion on the company’s ﬁnancial statements and the report of the Board of Directors
In our opinion, the ﬁnancial statements and the report of the Board of Directors give a true and fair view of both the
consolidated and the parent company’s ﬁnancial performance and ﬁnancial position in accordance with the laws
and regulations governing the preparation of the ﬁnancial statements and the report of the Board of Directors in
Finland. The information in the report of the Board of Directors is consistent with the information in the ﬁnancial
statements.
Espoo, February 17, 2009
KPMG OY AB
Mauri Palvi
Authorized Public Accountant

Outotec Oyj

97

RISTO VIRRANKOSKI

KARRI KAITUE

B.Sc. (Econ.)
b. 1946, Finnish citizen
Chairman of the Board of Directors
Board member since 2006,
re-elected March 18, 2008

LL.Lic.
b. 1964, Finnish citizen
Vice Chairman of the Board of Directors
Board member since 2006,
re-elected March 18, 2008

Chairman of the Board of Directors
of Patria Oyj
Deputy CEO of Outokumpu Oyj
2001-2004

Deputy CEO of Outokumpu Oyj and
Vice Chairman of the Outokumpu Group
Executive Committee
Vice Chairman of the Board of Directors
of Okmetic Oyj
Member of the Board of Directors of
Cargotec Corporation
Deputy Board Member of East Ofﬁce of
Finnish Industries Oy

Independent of the company and owner
Owns 1,000 Outotec shares

Independent of the company and owner
Owns no Outotec shares
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BOARD OF DIRECTORS

CARL-GUSTAF BERGSTRÖM

ANSSI SOILA

HANNU LINNOINEN

M.Sc. (Econ.)
b. 1945, Finnish citizen
Board member since 2006,
re-elected March 18, 2008
Member of the Audit Committee

M.Sc. (Eng.), B.Sc. (Econ.)
b. 1949, Finnish citizen
Board member since 2006,
re-elected March 18, 2008

M.Sc. (Econ.), LL.M.
b. 1957, Finnish citizen
Board member since 2006,
re-elected March 18, 2008
Chairman of the Audit Committee

Member of the Board of Directors of Dacke
PMC Holding AB, Förlags AB Sydvästkusten
and Gunnebo Industrier AB
President and CEO of Cargotec
Corporation 2002-2006

Member of the Board of Directors
of Attendo Holding AB, DNA Ltd,
Normet Group Ltd, Lindström Oy,
Outokumpu Oyj and Å&R Carton AB
Chief Executive Ofﬁcer of Kone Oyj
1994-1999

Independent of the company and owner
Owns 1,000 Outotec shares

Independent of the company and owner
Owns 3,200 Outotec shares

Senior Executive Vice President and Chief
Financial Ofﬁcer of SRV Group Plc
Chairman of the Board of Directors of
Greenstream Network Oyj
Member of the Board of Directors of
Insurance Company Garantia
Independent of the company and owner
Owns 4,100 Outotec shares
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TAPANI JÄRVINEN

KARI KNUUTILA

ARI JOKILAAKSO

M.Sc. (Eng.), Lic.Sc. (Tech.)
b. 1946, Finnish citizen
President and CEO since 2003
Chairman of the Executive and
Management Committees
Employed by Outotec since 2003
Employed by Outokumpu Oyj 1985–2003
Owns 1,300 Outotec shares

Ph.D. (Tech.)
b. 1958, Finnish citizen
Chief Technology Ofﬁcer
Member of the Management Committee
Employed by Outotec since 1986

Ph.D. (Tech.)
b. 1961, Finnish citizen
Senior Vice President – Human Resources
Member of the Management Committee
Employed by Outotec since 1998

Member of the Board of Directors of
Okmetic Oyj, Normet Oy, Association
of Finnish Steel and Metal Producers,
Dragon Mining NL (Australia) and International Copper Association
Chairman of the Board of Finnish-Latin
American Trade Association

SEPPO RANTAKARI

KALLE HÄRKKI

MARKKU JORTIKKA

B.Sc. (Eng.)
b. 1944, Finnish citizen
Deputy CEO and Member of the Executive
Committee until March 1, 2009
Employed by Outotec since 1970
Owns 1,200 Outotec shares

Ph.D. (Tech.)
b. 1969, Finnish citizen
Senior Vice President – Services business
since November 1, 2008
Member of the Management Committee
President of Outotec Research Oy
2005-2008
Employed by Outotec since 1998

M.Sc. (Eng.)
b. 1947, Finnish citizen
President – Base Metals division
Member of the Executive Committee
Employed by Outotec since 1974
Owns no Outotec shares
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MANAGEMENT

JARI ROSENDAL

MARTTI HAARIO

OUTI LAMPELA

M.Sc. (Eng.)
b. 1965, Finnish citizen
President – Minerals Processing division
Member of the Executive Committee
Employed by Outotec since 1989
Owns 1,000 Outotec shares

M.Sc. (Chem.)
b. 1954, Finnish citizen
Senior Vice President – Marketing
Development
Member of the Management
Committee
Employed by Outotec since 1988

M.Sc. (Eng.)
b. 1949, Finnish citizen
Senior Vice President – Corporate
Control
Member of the Management
Committee
Employed by Outotec since 2006
Employed by Outokumpu Oyj 1975-2005

VESA-PEKKA TAKALA

PETER WEBER

HARRY LINNARINNE

M.Sc. (Econ.)
b. 1966, Finnish citizen
Chief Financial Ofﬁcer
CEO’s substitute as of March 1, 2009
Member of the Executive Committee
Employed by Outotec since 2006
Employed by Outokumpu Oyj 1990-2006
Owns no Outotec shares

Ph.D. (Tech.)
b. 1963, German citizen
President – Metals Processing division
Member of the Executive Committee
Employed by Outotec since 1992
Owns 300 Outotec shares

Ph.D. (Tech.), M.Sc. (Econ.)
b. 1965, Finnish citizen
Senior Vice President - Business
Development
Member of the Management Committee
Employed by Outotec since 2007
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Corporate governance statement
The ultimate responsibility for the management and operations of Outotec lies with
the governing bodies of the parent company,
Outotec Oyj, registered and existing under the
laws of Finland. These bodies are the General
Meeting of Shareholders (March 18, 2008),
the Board of Directors and the President and
Chief Executive Ofﬁcer (CEO). Further, the
Executive Committee, operating under the
authority of the CEO, has been formed for the
efﬁcient management of the company.
The governance principles applicable to
the company are a combination of the laws of
Finland, the Articles of Association approved
by the General Meeting of Shareholders and
Corporate Governance Policy approved by the
Board of Directors. In addition, the company
follows Finnish Corporate Governance Code,
approved by the Board of the Securities Market Association in 2008, which replaces the
Corporate Governance Recommendation for
Listed Companies issued in 2003, with certain
exceptions speciﬁcally described in Outotec’s
Corporate Governance. Outotec’s Corporate
Governance Code in its entirety is available at
www.outotec.com/investors.

Board of Directors
According to the Articles of Association of the
company, the Board of Directors shall consist
of no fewer than ﬁve (5) and no more than
eight (8) members. The General Meeting of
Shareholders elects the Chairman, and other
members of the Board of Directors. Vice
Chairman is elected by the Board amongst
the Members of the Board. The term of ofﬁce
for a member of the Board of Directors shall
expire at the end of the Annual General
Meeting of Shareholders following election,
unless terminated earlier by a decision of
the General Meeting of Shareholders. The
General Meeting of Shareholders decides on
the remuneration payable to the members of
the Board of Directors.
The AGM on March 18, 2008 decided on
the number of the Board members, including
Chairman and Vice Chairman, to be ﬁve (5).
Mr. Carl-Gustaf Bergström, Mr. Karri Kaitue,
Mr. Hannu Linnoinen, Mr. Anssi Soila and Mr.
Risto Virrankoski were re-elected as members of the Board of Directors for the term
expiring at the end of the next Annual General
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Meeting. The Annual General Meeting reelected Mr. Risto Virrankoski as the Chairman
of the Board of Directors. In its assembly
meeting the Board of Directors elected Mr.
Karri Kaitue as the Vice Chairman of the
Board of Directors. More detailed information
can be found in Annual Report 2008, page 98.
In 2008, the Board of Directors met 13
times. The average attendance of members
at Board meetings was 97 percent. The Board
of Directors assesses its performance regularly by conducting an internal self-evaluation
annually.

Duties and authority of the Board of
Directors
The general objective of the Board of Directors is to direct the company’s business and
strategies in a manner that secures a signiﬁcant and sustained increase in the value of
the company for its shareholders. To this end,
the members of the Board are expected to act
as a resource and to offer their expertise and
experience for the beneﬁt of the company.
The Board of Directors acts within the
remit of the powers and responsibilities
provided under the Finnish Companies Act
and other applicable legislation. According
to the Companies Act, the Board has general
authority to decide and act on all matters not
reserved by law or under the provisions of the
Articles of Association to other corporate governing bodies. Further, the Board is responsible for the organization of the company’s
management and operations, and it has the
duty at all times to act in the best interests of
the company.
The Board of Directors has in the Charter
of the Board of Directors further speciﬁed the
duties of the Board as a whole, the duties of
individual members and the Chairman of the
Board and the Board’s methods of working at
a practical level.

Audit committee
The Board has established an audit committee consisting of two Board members, who
are independent of the company.
The committee’s task is to review, in
greater detail than is possible for the Board
as a whole, the auditing work, the internal
controls, the scope of internal and external

audits, invoicing by the auditors, the company’s ﬁnancial policies and other procedures for managing company-speciﬁc risks.
In addition, the committee shall prepare
recommendations to the General Meeting of
Shareholders concerning the election and
fees of the auditors for the company. The
committee’s operation procedures have been
speciﬁed further in the Board Audit Committee Charter, approved by the Board.
The Audit Committee members are
Hannu Linnoinen (Chairman) and Carl-Gustaf
Bergstöm, both having appropriate education
and experience in corporate ﬁnance.
In 2008, the Audit Committee met three
times and the attendance of members at
meetings was 100 percent. In order for the
Board of Directors (ﬁve members) to work
efﬁciently, it has been decided that the Audit
Committee comprise of two Board members.

Management duties and
responsibilities
Chief Executive Ofﬁcer (CEO)
The CEO is responsible for managing and
controlling the company’s business and dayto-day operations with the aim of securing
signiﬁcant, sustained increase in the value of
the company for its shareholders. The CEO
prepares matters for decision by the Board of
Directors, develops the group in line with the
targets agreed upon with the Board of Directors and ensures proper implementation of
the decisions of the Board of Directors.
It is further the duty of the CEO to ensure
that the company’s operations are in compliance with the laws and regulations applicable
at the time. The CEO may have a deputy who
will attend to the duties of the CEO in the
event that the CEO is prevented from doing so
him- or herself. The CEO shall make his/her
most important decisions in Executive Committee meetings, and such decisions shall be
recorded in the minutes of these meetings.
Outotec Oyj’s Board of Directors and
Tapani Järvinen, the CEO of the company,
agreed on July 25, 2007 that the CEO contract
is effective until the end of 2009, and thereafter until further notice.

Appointments and beneﬁts

The Executive Committee consists of the
CEO, his/her deputy, the Chief Financial
Ofﬁcer and the Executive Vice Presidents
responsible for the business divisions (Annual
Report 2008 pages 100-101). The role of
the Executive Committee is to manage the
company’s business as a whole. Committee
members have authority within their individual areas of responsibility and have the duty
to develop the company’s operations in line
with the targets set by the Board of Directors
and the CEO. The CEO convenes the Executive Committee meetings on a regular basis.
Minutes shall be kept for each meeting.

The CEO, his/her deputy (if applicable) and
the other members of the Executive Committee are appointed by the Board of Directors,
which also speciﬁes their areas of responsibility, in addition to determining and approving their terms of service, including salaries,
bonuses and pension and other beneﬁts. The
terms of service shall be recorded in written
contracts.

Management Committee
In addition to the Executive Committee, the
company has a Management Committee,
which includes the members of the Executive
Committee as well as Martti Haario, Senior
Vice President — Marketing Development; Ari
Jokilaakso, Senior Vice President — Human
Resources; Kari Knuutila, Senior Vice President and Chief Technology Ofﬁcer; Outi Lampela, Senior Vice President — Corporate Control; Harry Linnarinne, Senior Vice President
— Business Development; and Kalle Härkki,
Senior Vice President — Services business.
(Annual Report 2008 pages 100-101).

External board memberships
The members of the Executive Committee are
allowed to accept memberships of boards of
directors of other public companies and signiﬁcant external private companies only with
prior approval from the Board of Directors.

Compensation
Pursuant to the Companies Act, Outotec
Oyj’s shareholders determine the amount of
compensation for members of its Board of
Directors at the Annual General Meeting of
Shareholders.
In 2008, the total amount of remuneration paid to the Board of Directors and to
the members of the Executive Committee
amounted to EUR 3.1 million.
At Outotec, incentive bonuses are determined on the basis of attainment of the com-

Fees paid to the Board of Directors in 2008
EUR
Risto Virrankoski (Chairman)
Karri Kaitue (Vice Chairman)
Carl-Gustaf Bergström
Hannu Linnoinen
Anssi Soila
Total

Fees
59,000
48,500
39,500
48,500
36,500
232,000

Wages, beneﬁts and bonuses paid to the Executive Committee in 2008
EUR
Wages
President and CEO
428,256
Deputy CEO
227,720
Other members of Executive Committee
802,419
Total
1,458,395

Beneﬁts
15,360
12,720
43,260
71,340

Bonuses
427,305
190,218
747,265
1,364,788

Total
870,921
430,658
1,592,944
2,894 523

pany’s ﬁnancial targets, as well as targets set
for the employees or departments concerned.
Personal targets form at most one third of
one’s total incentive bonus. As a general rule,
the total bonus percentage ranges from 10 to
60 percent of the employee’s annual salary,
depending on the position of the employee.
The incentive bonus program covers almost
all personnel of Outotec. In addition, the
Board may decide to set some project-related
bonuses.
The Annual General Meeting on March
18, 2008 conﬁrmed the monthly remunerations to the Board members as follows:
Chairman EUR 5,000, Vice Chairman EUR
4,000; Chairman of the Audit Committee EUR
4,000 and other Board members EUR 3,000
each and meeting remuneration of EUR 500
per meeting for each Board member.

Share-based incentive programs for
key personnel
Outotec has two share-based incentive
programs for the company’s key personnel:
Incentive Program 2007-2008 and Incentive
Program 2008-2010.
Some 20 key employees participate in the
Share-based Incentive Program for 20072008, which started on January 1, 2007, and
ended on December 31, 2008. The reward
payable is determined by the achievement
of the targets set by the Board of Directors
for the development of the company’s net
proﬁt and order backlog. The reward is paid
in shares and as a cash payment. The shares
will be allocated to the key personnel in the
spring of 2009. The maximum reward in the
incentive program is EUR 6.7 million. For
more information, please see Outotec’s stock
exchange release of March 23, 2007.
Incentive Program 2008-2010 comprises
three calendar-year periods. For the 2009 and
2010 earning periods, the incentive program
covers approximately 60 key employees. The
reward payable is determined by the achievement of the annual corporate growth targets
set by the Board of Directors for earnings per
share, order backlog, and the company’s Services business. The potential incentives for
the 2008 earning period will be paid in 2009.
Approximately half of the incentives will be
paid as Outotec shares and half in cash. For
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Executive Committee

the 2008 earning period, the incentive program covers approximately 30 key employees.
Those some 20 key employees who belong to
Share-based Incentive Program 2007-2008
are not included in the 2008 earning period of
the 2008-2010 program. For more information, please see Outotec’s stock exchange
release of March 3, 2008.

Internal control, risk management
and internal audit
Internal control is a fundamental part of
Outotec’s corporate governance system.
Internal control can be deﬁned a set of processes designed to provide reasonable assurance on achievement of company’s objectives
in areas of: effectiveness and efﬁciency of
processes and economic use of resources,
reliability of ﬁnancial reporting information and compliance with external rules and
regulations as well as internal policies and
procedures.
Accordingly, an independent third
party auditor audits annually the accounting
records for each ﬁnancial period, the annual
accounts and the corporate governance of the
company.
The audit of the company also includes
an examination of the consolidated annual
accounts for the group as well as the relations between Group companies. This calls
for cooperation between the auditor of the
company and the auditors or the other group
companies worldwide.
The Board Audit Committee’s task is to
review the auditing work, internal controls,
and the scope of internal and external audits,
the company’s ﬁnancial policies and other
procedures for managing the company’s
risks. The committee reports to the Board of
Directors.

Risk management
The objective of risk management in the
Outotec Group is to ensure harmonized risk
management principles and guidelines in the
Outotec Group and to deﬁne scope, roles and
responsibilities for risk management activities and function. Outotec’s risk management policy comprises of three sub policies:
Financial Risk Policy, Strategic Risk Policy
and Operational Risk Policy including Project
Risk Identiﬁcation and Management (PRIMA).
Description of the Group’s Risk Management
Policy and guidelines can be found on page
38 and in the Note 18 to the Financial Statements on page 70.
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Internal audit
The company has an Internal Audit function,
which reports to the Board’s Audit Committee. Internal audit is designed to add value
and improve Outotec’s operations by acting
as an independent, objective assurance
and consulting service. Internal audit helps
Outotec to support a good organizational
governance, give an independent perspective
for management in considering and reviewing company operations, and accomplish its
objectives by bringing a systematic, disciplined approach to evaluating and improving the effectiveness of risk management,
control, and governance processes.
The purpose is to assist the Board of
Directors in supervising and controlling
the company. For this purpose, the internal
auditor identiﬁes and monitors the most
important operational risks of the company,
ensures the functionality and ﬁt of the internal control mechanisms of the company and
produces reliable information for the Board
of Directors and its Audit Committee. The
process of internal audit is directed and carried out by Tuomo Salmi from Deloitte.

External audit
The applicable Finnish laws govern the
extent of, and requirements for, auditing of
the company. Accordingly, an independent
third-party auditor performs an annual audit
of the accounting records for each ﬁnancial
year, the annual accounts and the corporate
governance of the company. The audit of the
company also includes an examination of the
consolidated annual accounts for the company, as well as the relationships between
group companies. This calls for cooperation
between the auditor of the company and
the auditors of the other group companies
worldwide.
According to the company’s Articles of
Association, the company shall have one or
two auditors as resolved by the Annual General Meeting. One auditor shall be required to
be an entity of Certiﬁed Public Accountants
or an individual approved by the Central
Chamber of Commerce in Finland. The
Annual General Meeting elects the auditor(s)
for one year at a time.
In the Annual General Meeting on March
18, 2008 KPMG Oy Ab, Authorized Public
Accountants, was re-elected as the company’s auditor, with Mauri Palvi as Auditor
in charge. The fees for the auditor are paid
according to invoice.

In 2008, the auditing fee for the whole
company was EUR 549,000. In addition, the
company paid EUR 758,000 for non-auditing
related consultation.

Principles and objectives of public
disclosure
Outotec is committed to maintaining transparency by adhering to consistent, accurate,
sufﬁcient and timely information disclosure
in its communication with all stakeholder
groups.
Outotec’s Disclosure Policy, which has
been approved by the Board of Directors, has
been created to ensure that the Group has
practices and structure in place for fair and
timely communication.
As a publicly listed company, it has a
principle for communication of providing all
stakeholder groups, including customers and
business partners, personnel, media, shareholders, investors and analysts, with information on the company’s ﬁnancial performance,
management, business strategies, objectives
and news in a simple and accurate manner,
to gain the understanding and trust of the
ﬁnancial community and other stakeholder
groups.
The objective of Outotec’s external communication is to provide stakeholders with
sufﬁcient information to have a true and fair
picture of the company’s business structure,
ﬁnancial and market position and – especially
– goals and the strategy for reaching them. In
general terms, the aim is to provide a sound
basis for estimating the fair value of the
company’s shares.
The company’s external communication
practices comply with Finnish legislation and
other rules and regulations applicable for
companies publicly listed on the NASDAQ
OMX Helsinki. The ofﬁcial business language
of the company is English (U.S.).
Outotec observes a two-week silent
period before interim and year-end reports.

Annual General Meeting

Proxies

Investor relations

The Annual General Meeting (AGM) will be
held on Wednesday, March 18, 2009 at 1:00
pm (GMT +2) at Finlandia Hall, Terrace Hall,
Mannerheimintie 13, Helsinki, Finland.
In order to attend the AGM, a shareholder
must be registered in Outotec’s shareholder
register, as maintained by the Euroclear
Finland, on March 6, 2009.
Nominee-registered shareholders who
wish to attend the AGM must re-register the
shares temporarily under their own name.
The re-registration must be performed no
later than on March 6, 2009. To arrange the
re-registration, the nominee-registered
shareholders should contact their bank or
other custodian.
A shareholder, who wants to participate
in the Annual General Meeting, shall register
for the meeting no later than Monday, March
9, 2009 by giving a prior notice of participation. Such notice can be given:
- by mail to Outotec Oyj, AGM 2009, P.O. Box
86, FI-02201 Espoo, Finland
- via e-mail to agm@outotec.com;
- by telefax to +358 20 529 2200; or
- by telephone to +358 20 529 2929
(Monday to Friday between 7.30 am and 6.00
pm, GMT +2).

Shareholders may use the right to vote at
the AGM in person or through an authorized
attorney. It is requested that possible proxies
be delivered to the company by the end of the
deadline for the notice of participation.

The objective of the company’s investor relations is to provide investors and analysts with
sufﬁcient information to have a true and fair
picture of the group’s business structure, of
its ﬁnancial and market position and especially of the goals and strategy for reaching
them. In general terms, the aim is to provide
a sound basis for estimating the fair value of
the company’s shares.
Corporate Communications and Investor
Relations are deﬁned as a strategic management responsibility integrating ﬁnance,
ﬁnancial accounting, corporate and ﬁnancial
communications and securities law compliance to enable the most effective two-way
communication between Outotec and the
ﬁnancial community and other constituencies, which ultimately contribute to a company’s securities achieving a fair valuation.
In 2008, Outotec organized a Capital Markets Day for analysts and portfolio managers
in Seville, Spain. In total, Outotec held some
150 analyst and investor meetings and teleconferences at its headquarters in Finland. In
addition, some 50 days were allocated to road
shows and seminars in 2008.

Financial reporting in 2009
• Financial statements review for
January–December 2008 was published
on Friday, January 30
• Interim report for January–March 2009:
on Friday, April 24
Silent period April 9-24
• Interim report for January–June 2009:
on Friday, July 24
Silent period July 10-24
• Interim report for January–September
2009:
on Friday, October 23
Silent period October 9-23

Board of Directors’ proposal for proﬁt
distribution
The Board of Directors of Outotec proposes
to the Annual General Meeting that a dividend
of EUR 1.00 per share be paid from Outotec
Oyj’s distributable funds for December 31,
2008, and that any remaining distributable
funds be allocated to retained earnings. The
suggested dividend record date is March 23,
2009, with the dividend to be paid on March
30, 2009.
According to the ﬁnancial statements
for December 31, 2008, the parent company
distributable funds total EUR 127.0 million.
The proposed dividend corresponds to 45
percent of the Group’s proﬁt for the ﬁnancial
year 2008.
There have been no substantial changes
in the ﬁnancial position of the company after
the balance sheet date. According to the
Board of Directors, the liquidity of the company is good and the proposed proﬁt sharing
will not affect the solvency of the company.

Investor relations contacts
Ms Anne Calderón, Executive Assistant, IR
Tel.: +358 (0)20 529 2070
E-mail: anne.calderon@outotec.com
Ms Rita Uotila, Vice President, IR
Tel.: +358 (0)20 529 2003
E-mail: rita.uotila@outotec.com

Share information
Listing: NASDAQ OMX Helsinki, OMXH
Trading symbol: OTE1V
Trading lot: one share
Number of shares: 42,000,000
Currency: EUR
Sector: Industry
ISIN: FI0009014575

Mr. Vesa-Pekka Takala, CFO
Tel.: +358 (0)20 529 211
E-mail: vesa-pekka.takala@outotec.com
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Information for shareholders

Announcements in 2008

JANUARY
8 Change in the shareholding in
Outotec Oyj
8 Change in the shareholding in
Outotec Oyj
16 Outotec intensiﬁes development of its
services and after sales business
23 Publishing of the January-December
2007 Financial Statements Review
FEBRUARY
1 Outotec - ﬁnancial statements review
Jan-Dec 2007
1 Outotec Oyj’s AGM to convene on
March 18, 2008
18 Outotec wins several aluminum
technology orders in China
19 Outotec to deliver minerals processing
solutions to Brazil and Bulgaria
21 Outotec to deliver ferrochrome produc
tion technology for ASA Metals in South
Africa
26 Outotec to modernize KGHM’s copper
smelter in Poland
26 Invitation to the Annual General Meeting
of Outotec Oyj
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MARCH
3 New incentive program for Outotec’s key
personnel
6 Outotec’s Annual Report 2007 published
18 Outotec made a three-year service
agreement with Boliden and Norilsk
Nickel in Finland
18 Resolutions of Outotec’s AGM 2008
27 Outotec and Geological Survey of Finland
agreed on partnership
27 Change in the shareholding in
Outotec Oyj
31 Outotec’s CEO on sick leave for four
weeks April
APRIL
1 Outotec to deliver two iron ore sinter
plants for Bhushan Steel in India
7 Outotec won grinding mill orders in
Sweden and Russia
10 Publishing of the January-March 2008
interim report on April 23 at 9am
11 Outotec to deliver modern iron ore
pelletizing technology to China
23 Outotec - interim report January-March
2008

29 Outotec to perform HydroCopper®
process tests for Zangezur
30 Change in the shareholding in
Outotec Oyj
MAY
15 Outotec’s Capital Markets Day 2008
on May 15-16 in Seville, Spain
30 Outotec’s sulfuric acid technology to
Venezuela
JUNE
10 Technology awards 2008 granted at
Outotec Technology Seminar
17 Outotec to deliver minerals processing
technology for Salobo in Brazil
25 Outotec and Kazgiprotsvetmet agree
on strategic partnership
JULY
7 Outotec signs a service agreement with
Boliden in Sweden
9 Outotec won EUR 75 million grinding
mill order
15 Publishing of Outotec’s January-June
2008 Interim Report on July 23

Outotec’s Capital Markets Day 2008 was held in Seville, Spain.
The two-day event consisted of presentations and a visit to
Outotec’s customer’s site. The presentations can be viewed at
Outotec’s webcast portal at www.outotec.com/investors.

21 Outotec to deliver a copper plant for
Southern Peru Copper Corporation
22 Outotec Oyj sells its holding of Intune
Circuits Ltd
23 Outotec - interim report January-June
2008
AUGUST
12 Outotec to deliver large iron ore
pelletizing plant for Tata Steel in India
SEPTEMBER
5 Outotec to acquire Auburn Group in order
to strengthen its service business
9 Outotec to deliver iron ore sinter plant to
SAIL Rourkela in India
OCTOBER
3 Outotec to deliver concentrator
technology worth over EUR 175 million
for the Miheevsky project in Russia
13 Outotec’s acquisition of Auburn Group
closed
15 Publishing of Outotec’s January-September 2008 interim report

15 Change in the shareholding in
Outotec Oyj
23 Outotec - interim report JanuarySeptember 2008
27 Global meeting of Outotec’s copper and
nickel Flash Smelting licensees in China
28 Outotec’s project for Russian Copper
Company’s Miheevsky concentrator
suspended

17 Outotec revises its order backlog
guidance for 2008: year-end order
backlog to be approximately EUR 1,200
million, sales and operating proﬁt
guidance unchanged
22 Outotec to provide basic engineering for
oil shale plant in Narva, Estonia
30 Adverse interim arbitral award against
Outotec in Iowa, USA

NOVEMBER
3 Outotec and Eesti Energia to establish
a Joint Venture for development of oil
shale processing
14 Outotec research center is recognised
for excellence at Excellence Finland
Quality Awards
DECEMBER
4 Outotec receives Samarco’s Excellence
Award
5 Outotec’s third water supply facility
project in Sri Lanka will not go ahead
11 Outotec to deliver concentrator
expansion for Yara in Finland

Outotec has published all its stock exchange releases, stock exchange announcements and
press releases during 2008 on its website on page www.outotec.com/releases. Some of the
information in these releases may have become outdated.
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Outotec used some 50
days for roadshows and
seminars for investors
and analysts in 2008.
CEO Tapani Järvinen
speaking at the Capital
Markets Day.

ANALYSTS

Analysts
The following analysts prepare research reports on Outotec on their own initiative.

Mr. Miikka Kinnunen
Carnegie Finland Branch, Securities
Eteläesplanadi 12
FI-00131 Helsinki
t. +358 9 6187 1241
miikka.kinnunen@carnegie.ﬁ
Mr. Antti Suttelin
Danske Bank A/S, Helsinki Branch
Danske Markets Equities
Unioninkatu 22
FI-00130 Helsinki
t. +358 10 236 4708
antti.suttelin@danskebank.com
Mr. Erkki Vesola
eQ Bank
Mannerheiminaukio 1 A
FI-00100 Helsinki
t. 358 9 6817 8402
erkki.vesola@eq.ﬁ
Mr. Jussi Kallasvuo
Evli Bank Plc
Analyst, Engineering & Risk Arbitrage
Aleksanterinkatu 19 A, P.O. Box 1081
FI-00100 Helsinki
t. +358 9 4766 9197
jussi.kallasvuo@evli.com
Ms. Sanna Kaje
FIM
Pohjoisesplanadi 33 A
FI-00100 Helsinki
t. +358 9 6134 6430
sanna.kaje@ﬁm.com
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Ms. Maty Ndiaye and Mr. Jonathan Mounsey
Pan-European Capital Goods Research Team
Goldman Sachs International
River Court, 120 Fleet Street
London EC4A 2BB
t. +44 207 552 9374
maty.ndiaye@gs.com
Mr. Tom Skogman
Handelsbanken Capital Markets
Aleksanterinkatu 11
FI-00100 Helsinki
t. +358 10 444 2752
tosk07@handelsbanken.se
Mr. Nico Dil
JP Morgan Equity
Research
European Capital Goods
10 Aldermanbury
London EC2V 7RF
t. +44 207 325 4292
nico.dil@jpmorgan.com
Mr. Lauri Saarela
Soﬁa Pankki Oyj
Pohjoisesplanadi 37 A
FI-00100 Helsinki
t. +358 10 241 5157
lauri.saarela@soﬁapankki.ﬁ
Mr. Rupesh Madlani
Barclays Capital
5 The North Colonnade
London E14 4 BB
t. +44 020 3134 7503
rupesh.madlani@barcap.com

Mr. Harri Taittonen
Nordea Markets Division
Aleksis Kiven katu 9, Helsinki
FI-00020 NORDEA
t. +358 9 1655 9924
harri.taittonen@nordea.com
Mr. Jari Räisänen
Pohjola Bank plc Markets
Teollisuuskatu 1 B, P.O. Box 308
FI-00101 Helsinki
t. +358 10 252 4504
jari.raisanen@pohjola.com
Mr. Sasu Ristimäki
SEB Enskilda Equities
Unioninkatu 30, P.O.
Box 599
FI-00101 Helsinki
t. +358 9 616 28900
sasu.ristimaki@enskilda.ﬁ
Mr. Heenal Patel
Standard & Poor’s Equity Research
20 Canada Square, Canary Wharf
London E14 5LH
t. +44 207 176 3641
heenal_patel@sandp.com
Mr. Jari Harjunpää
E. Öhman J:or Securities Finland Ltd
Aleksanterinkatu 44, 6th ﬂoor
FI-00100 Helsinki
t. +358 9 8866 6021
jari.harjunpaa@ohmangroup.ﬁ

Outotec Oyj
Corporate management, Riihitontuntie 7 D, P.O. Box 86, FI-02201 Espoo, Finland
Tel. +358 (0)20 529 211, Fax +358 (0)20 529 2200
www.outotec.com, investor.relations@outotec.com
Domicile: Espoo, Business ID: 0828105-4
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