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COMBINED STATEMENT OF INCOME

EUR million Note 2018 2017 2016
Sales ...oooeveerienieiene 1.1,1.2 2,580 2,177 2,059
Sales, Metso Group ... 0 0 0
Sales, total ...........c.oooiiiiii e 2,581 2,177 2,059
Cost of sales 1.5,3.3 (1,867) (1,623) (1,506)
Gross profit 714 554 553
Selling and marketing eXPenses ..........cceveeverreeieeriereenreeieeneennennes 1.3,1.5,3.3 (222) (218) (218)
Administrative eXpenses...................... (185) (166) (159)
Research and development expenses.............. (23) (13) (20)
Other operating income and eXpenses, Net ..........cecevrererereneennns 1.4 (16) (1) 3
Share of results of associated companies...............cccceevererererenennn. 5.2 0 0 0
Operating profit...............c..ooooiiiiiiicee 268 156 159
FINance iNCOME .......ccevieiririiriinieieieeree e 1.7 4 11 7
Finance income, Metso Group 5.4 5 7 10
Foreign exchange gains/losses 1.7 0 0 ?2)
Finance eXpenses........c..ccccevveeueenne. 1.7 36) 45) (44)
Finance expenses, Metso GIOUP..............ccevevevueveeruevereensnensnenennns 5.4 0 0 0
Finance income and expenses, Net................ccccceeveeniernieeneennnen. (26) (28) 29)
Profit before taxes 242 128 129
TNCOME TAXES........o.veveeeeeeeeeeeeeeeeeeeeeeeeseeeae s ieseeses e s enees s eneeeee s 1.8 (72) (58) (38)
Profit for the period ...............cooooiiiiiiiiiiee, 169 70 91
Attributable to:
Equity holders of Metso Minerals............cccceveevienennieneeneneenne 170 70 91
Non-controlling iNterests ............ccerererirrereeieenerenenereeeeeeenen 8)) 0 0
169 70 91
COMBINED STATEMENT OF COMPREHENSIVE INCOME
EUR million Note 2018 2017 2016
Profit for the year ... 169 70 91
Other comprehensive income:
Cash flow hedges, net of taX.........ccoveeeeririienienieieseeieseeee 1.8,4.4,4.8 1) 2 2)
Currency translation on subsidiary net investments ................. 1.8, 4.4 (15) (29) 21
Items that may be reclassified to profit or loss in subsequent
PETIOAS ettt ettt st (16) 27 19
Defined benefit plan actuarial gains (+) / losses (-), net of tax. 1.8,2.8 1 (2) 2
Items that will not be reclassified to profit or 10SS .........cc.cco.e..... 1 (2) 2
Other comprehensive income ...................c..cccooovveereeeeeerernnnnnn. (15) (29) 21
Total comprehensive income ..............cccooceeveniininienicnncncnnene 154 42 112
Attributable to:
Equity holders of Metso Minerals...........cccceeeevienieneenienieneennns 155 42 112
NON-CONLIOIING INETESLS ...v.vvververerrreieeiseieeeiseieeeseseeeeseieneenans (1) 0 0
154 42 112
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COMBINED BALANCE SHEET — ASSETS

EUR million Note 2018 2017 2016
Non-current assets
Intangible assets 31,33
GOOAWILL....coviiiiiicie et e 462 446 430
Other iNtangible ASSELS............o.covvueveeveeeeeeeeeeeeeeeeeeeeeeeseeee e 63 69 75
Total intangible assets.............ccccooceviiiiniininiiniceee, 526 515 505
Property, plant and equipment 32,33
Land and Water areas...........cceovveeeveeeeeecueeeeeeereeereeeree e eetee e 35 38 39
Buildings and structures.... 75 80 91
Machinery and equipment .... 106 106 116
AsSets UNAEr CONSLIUCHON. ......v.veeeeeeeeeeeeeeeeeeeeereeeeeeeeeeeeeeereeeseeeaena 31 10 6
Total property, plant and equipment ....................c.cococeninininnnne 246 233 251
Other non-current asset
Investments in associated COMPANIES ........cccverververierreesiereerrenienenne 5.2 4 1 1
Non-current financial assets................... 42 3 3 1
Loan receivables............c.......... 42 6 3 3
Loan receivables, Metso Group....... 54 49 70 106
Derivative financial instruments...... 4.8 3 2 8
Deferred tax asset.........cceeeenne... . 1.8 81 74 90
Other non-current receivables .............cc.cuv.e. 2.3 38 28 32
Other non-current receivables, Metso Group ...........cccocoevveveverueennns 22,23,42,54 137 83 104
Total other non-current assets.................cccoeeveeeeeecieiiieeeeeee e 321 262 344
Total NON-CUITENE ASSELS ........ccvovveieiieiiiieeieee et er e 1,094 1,010 1,100
Current assets
TNVENLOTIES ... vttt et 2.4 790 612 555
Trade receivables . 2.2 493 416 382
Trade receivables, Metso GIOUD.......cceoveeeererieneieieceeeie e 5.4 8 8 23
CusStomer CONtIACt ASSELS ........cevuvieeeirieeeeiieeeiteeeeeiteeeeeieeeeetaeeeeaeeeeans 1.2 82 66 67
Loan receivables . 1 0 9
Loan receivables, Metso GIoUp........cceeceeruereerierieenieniiesienieeeenieeieee 54 33 23 27
Cash pool receivables, MetSO GIoUp .......c.eeveeverieeienieieenieeeenieeienne 5.4 20 27 39
Derivative financial instruments 4.8 9 12 8
Income tax receivables ........cooovviiiiieiiiiiiice e 1.8 21 37 19
Other current 1€CeIVabIes. ........c.cccvveviieiieeeeecieceree et 2.3 102 101 120
Other current receivables, Metso Group........c.ccoceeereeerceeneneneeane 1 0 1
Deposits and securities, maturity more than three months ............... 76 248 241
Cash and cash equivalents...........cocoeceveriieniniieniineeeeeeeeee 249 453 403
Liquid fUNAS ..o 43 325 701 644
TOtal CUITENE ASSELS ... eeeeeeeeeeeeeeeeee e see e eeeeeeeesees 1,885 2,005 1,894
TOTAL ASSETS ....ooooiioovoveeimmmimssnnneeeeesesseessssssssssss s sessssssesssnnes 2,979 3,015 2,994
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COMBINED BALANCE SHEET - EQUITY AND LIABILITIES

EUR million Note 2018 2017 2016
Equity 4.4
Cumulative translation adjustments.............ccecvevveeiereeeenieseesieseenens (153) (138) (109)
HEA@E TESEIVE ...ttt 3) 2) 4
Invested equity and retained €arnings............c.ccocoeeuerrrereereerernennnn. 1,328 1,199 1,283
Equity attributable to equity holders of Metso Minerals ................ 1,173 1,059 1,170
NON-CONtrolling INTETESLS .......eevereereieieriieiertieiesieeteeeeteseeeeeseeeseeseeeneens 10 7 7
TOtal @QUILY .....c.eevvivieieiieieceeeeeee ettt 1,183 1,066 1,177
Liabilities
Non-current liabilities
BOITOWINZS ..ottt ettt ettt e 42,45 383 554 767
Post-employment benefit 0bligations ............ceceevvieiererieneeienieneenne. 2.7 57 60 70
PrOVISIONS ...veuiiieiiiiititeteee ettt 2.6 27 35 38
Derivative financial instruments 4.8 2 0 5
Deferred tax Hability .......c.ooceoieirininieieeceee e 1.8 26 17 10
Other non-current Habilities .........c.cooereeierieiinineeeeeeeeee 2 2 2
Other non-current liabilities, MetSO group .........ceceeveveeneeneeseneenns 6 6 6
Total non-current liabilities .................cc.coocoiiiiniie 502 673 899
Current liabilities
BOTITOWIIES ...ttt ettt ens 42,45 209 300 26
Cash pool liabilities, Metso Group 5.4 81 136 151
Trade payables. ......c.coeeieririeninieieee s 2.5 374 297 232
Trade payables, Metso Group..........ceceverierierienienieneneeneeieieeicene 54 1 1 8
Provisions 2.6 59 66 75
AdVanCes TECEIVEM.......eeviruieiirieeieiieierie ettt ettt 189 171 165
Customer contract labilities.........ccoeeververieriieieieiieeseeeceee e 1.2 100 58 54
Derivative financial instruments...... 4.8 13 9 20
Income tax liabilities ...........ccceeene. 1.8 58 66 43
Other current liabilities.........c.ccoceeveeeene 2.5 210 171 142
Other current liabilities, MetsSo GIOUD............c.coeververererrereererereenena. 5.4 0 1 0
Total current iabilities ...................cccoooviiiiiiiiii e, 1,294 1,276 917
Total Habilities ..............ccoooiiiiiiii e 1,796 1,949 1,816
TOTAL EQUITY AND LIABILITIES .....coovomvooeeeeeeeeeeeeeeeeereeen. 2,979 3,015 2,994
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COMBINED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

EUR million
Jan 1, 2016 oot

Profit for the year...........occccoceevnivicccinncecicennee

Other comprehensive income
Cash flow hedges, net of taX.........cccoeueueeeererenenns
Currency  translation on  subsidiary net
investments
Defined benefit plan actuarial gains (+) / losses (-),
NEL O X L.
Total comprehensive iINCOMe..........ccevereevevererereneenes

Dividends to shareholders of Metso Oyj..................
Dividends, Metso Group..........c.c....... .
Changes in invested equity
Net change from winding up the consolidated tax
BLOUPS..c..viiieeciicieieiet ettt
Other IeMS......c.eoveuereeieeeieieeee e
Changes in non-controlling interests...........c.c.cooee...

Dec 31, 2016

Jan 1, 2017 oo
Profit for the year..........cccoeoievineinencceee

Other comprehensive income
Cash flow hedges, net of taX........c.ccccecevevereinenne
Currency  translation on subsidiary net
INVESTMENLS ...
Defined benefit plan actuarial gains (+) / losses (-),
NEE OF tAX vt
Total comprehensive iINCOMe..........ceceverveverererenennenes

Dividends to shareholders of Metso Oyj..................
Dividends, Metso Group....
Donations to universities...........
Share-based payments, net of tax
Changes in invested eqUity ......c.cococeeererrerererennennes
Net change from winding up the consolidated tax
BLOUPS.cvveiiaiecicieietetetee sttt
Other items........ccccceevvvrinicnenns

Changes in non-controlling interests.............c.coo.....
Dec 31,2017 ...

Impact from the adoption of new IFRS standards ...

Jan 1, 2018 ..o
Profit for the year..........oceeveireeineceeeeeeene

Other comprehensive income
Cash flow hedges, net of taX..........coceevveverererennne
Currency  translation on  subsidiary net
INVESTMENLS ...ttt
Defined benefit plan actuarial gains (+) / losses (-),
NEE OF TAX v
Total comprehensive inCOme..........ccooevreeenrenenennene

Dividends to shareholders of Metso Oyj..................
Dividends, Metso Group.........c.ceceeevereereeenecenennne
Share-based payments, net of tax .
Changes in invested equity ......c.coccceerererreererennenes
Net change from winding up the consolidated tax
BLOUPS..c..oiiieiiaieietet ettt
Other IteMS......c.ccuiueiiiiiicrcieeeer s

Changes in non-controlling interests.............c.coo.....
Dec 31,2018

Equity
Invested attributable
Cumulative equity and to Metso Non-

translation Hedge retained Minerals controlling Total

adjustments reserve earnings shareholders interests equity
(129) 2) 1,289 1,157 8 1,166
- - 91 91 0 91
- @ - @ - @
21 - - 21 - 21
- - 2 2 - 2
21 ) 93 112 0 112
- - (126) (126) 0 (126)
- - an (1 - an
- - 37 37 - 37
- - 0 0 - 0
- - 0 0 0 0
- - 0 0 0 0
(109) “ 1,283 1,170 7 1,177
(109) “ 1,283 1,170 7 1,177
- - 70 70 0 70
- 2 - 2 - 2
29) - - (29) 0 29)
- - @ @ - @
29) 2 68 42 0 42
- - (126) (126) 0 (126)
- - (6) (6) - 6
- - (O] (O] - (0]
- - 0 0 - 0
- - 1 1 1
- - (22) (22) - 22)
- - 1 1 0 0
- - 0 0 0 0
(138) 2) 1,199 1,059 7 1,066
- - 0 0 0
(138) ) 1,198 1,059 7 1,065
- - 170 170 @] 169
- M - ()] - @
(15) - - (15) 0 (15)
- - 1 1 - 1
(15) 0 171 155 (€)) 154
- - (126) (126) 0 (126)
- - (5 (5) - (6]
- - 1 1 - 1
- - 99 99 - 99
- - (16) (16) - (16)
- - 1 1 0 1
- - 4 4 4 8
(153) 3) 1,328 1,173 10 1,183
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COMBINED STATEMENT OF CASH FLOWS

EUR million Note 2018 2017 2016
Operating activities
Profit fOr the Year........ceoiecievirieicieeeeeeeee e 169 70 91
Adjustments:
Depreciation and amortization.............cceeoveererenenieeeeeeneneseeeneas 33 46 46 47
Financial eXpenses, NEt.........ceoereerieriirienieniieienieeee st 1.7 26 27 30
TNCOME tAKES. .. eeuvieieiierieeiieteet ettt 1.8 72 58 38
Other items.......ccccevvvrereneennene. . 3) 12 5
Change in net working capital (105) 26 106
Net cash flow from operating activities before financial items and
BAXES .ttt ettt ettt ens 207 240 318
INLETESES PAIA....veeieniieiieieritetet ettt (20) (24) (28)
Interests received .............. . 9 13 17
Other financial items, net . 3) 3) 4
Income taxes paid .........cceververiieieniennnnns . 1.8 (85) (57) (19)
Net cash flow from operating activities.....................cocooeeivveirenenn.n. 107 169 283
Investing activities
Capital expenditures on intangible assets and property, plant and
CQUIPITICIIE ...ttt sttt ettt st ettt ebe et sae e b e e e eneene 3.1,3.2 (59) (33) 27)
Proceeds from sale of intangible assets and property, plant and
CUIPIMICIIL «..vvevveeerenteetieiesieetesseetesteesaesseessenseessesseesaensesseenseasaessesseenses 4 3 21
Business acquisitions, net of cash acquired...........ccccceevveueennene . 53 (28) (30) -
Business acquisitions, net of cash acquired, Metso Group...... . (49) - -
Investments in associated companies.... 5.2 4) - -
Other items........ccceeeviiieeiiicccieeeeee e, 0 2) 0
Net cash flow from investing activities..................c.cococereirirrrrirerennne. (135) (61) (6)
Financing activities
Dividends Paid.......cceeeeruieienieiieieeeee e 4.4 (126) (126) (126)
Dividends paid, MetSO GroUp .........coceeeirieririenieieieeeeeieee e 5) 6) (11)
Transactions with non-controlling interests . 1 - -
Proceeds from and investments in financial assets, net....................... 4.6 0 9 1
Repayments of long-term debt..........cccoveriiiiniininiiicieneeeceee 4.6 (268) 60 (40)
Repayments of lease liabilities...........ccccoerieriennenne 0 0 0
Net borrowings (+), payments (-), Metso Group.... 24 27 25
Equity financing, net, Metso Group...........ccecueueen. . 84 21) 37
Cash pool funding, MetSO GIoUP ......cceeververeerieniieierieereieenesieseeennes (52) 14 (20)
OBRET TEEIMIS. ...ttt e e s eeaee s - (1) -
Net cash flow from financing activities..................c.cocovevvvrrrrrirerennne. (342) (43) (136)
Net change in liquid funds ... 370 64 142
Effect from changes in exchange rates..........c.cooceveeeeeeencrenenenecene (6) 7 11
Liquid funds equivalents at beginning of year..............c..cccoceeeuerunne. 43,4.6 701 644 492
Liquid funds at end 0f YEar.............o.ovveeveeeeeeeeereeereeeeeeseeeseeeseeeeenen 43,4.6 325 701 644
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS

Background

Metso Corporation (“Metso” or “Parent Company”) and its subsidiaries (together “Metso” or the “Metso Group”) form
a global supplier of sustainable technology and services for mining, aggregates, recycling and process industries. The main
customers operate in mining, civil engineering, oil and gas industries.

As part of its strategy acceleration process, Metso announced in July 2019 its decision to carve out its Minerals business
through partial demerger and to combine it with businesses of Outotec Corporation (“Outotec,” “Outotec Group”) and
the demerger plan for the partial demerger and the combination agreement with Outotec Oyj was approved by Metso’s
Board of Directors on July 4, 2019. The completion of the demerger is expected to be registered in the second quarter of
2020, subject to the approval of the demerger by the Extraordinary General Meetings of both Metso and Outotec, the
statutory creditor hearing process and receipt of all required regulatory and other approvals, including competition
clearances, and the aim is to start trading in Outotec Oyj’s new shares on the official list of Nasdaq Helsinki Ltd on or
about the first business day following the effective date. The transaction is subject to the approval from the Extraordinary
General Meeting of Metso which will be held on October 29, 2019. Metso’s current Flow Control business will remain in
Metso after the demerger. Metso’s shareholders will receive 4.3 shares in Metso-Outotec for each share in Metso owned
as demerger consideration. The final aggregate number of shares in Metso-Outotec to be issued as demerger consideration
will be determined based on the number of shares in Metso (excluding own shares held by Metso) on the effective date.

As part of the proposed partial demerger Metso will carve out and transfer the relevant entities’ assets and liabilities to
Outotec Corporation. The carve-out financial statements presented herein reflect the relevant entities’ results of operations,
assets and liabilities and cash flows that will be carved out from Metso in the partial demerger process. Collectively these
entities included in these carve-out financial statements are referred to as (“Metso Minerals™). The carve-out financial
statements have been prepared in accordance with the basis of preparation and Metso accounting policies set out below.

The carve-out financial statements have been prepared for the inclusion in the demerger offering circular prepared by
Outotec in connection with the Extraordinary General Meeting of Metso approving the partial demerger and the
combination. These carve-out financial statements were authorized for issue by the Metso Board of Directors on October 3,
2019.

Basis of Preparation

The carve-out financial statements as at and for the years ended December 31, 2018, December 31, 2017 and December
31, 2016 present Metso Minerals as a single economic entity and have been prepared on historical financial information of
the relevant entities and business as part of the Metso Group, using the same accounting principles and carrying amounts
as in Metso Group. The entities and business have been under common control during these periods. The carve-out financial
statements have been prepared on a basis that combined statements of income, statements of comprehensive income,
balance sheets and cash flows of the legal entities and operating units attributable to the Minerals business in Metso’s
historical consolidated financial statements and that will be carved out from Metso to be combined to Outotec Group
including certain Parent Company’s and Metso’s foreign holding companies’ income and expenses, assets and liabilities
and cash flows which will either be transferred to Outotec or which have been allocated to Minerals business for the purpose
of the preparation of the carve-out financial statements. Metso Minerals is not comprised of a single sub-group of entities
within Metso and, accordingly, has historically not prepared consolidated financial statements for internal or external
reporting purposes.

The carve-out financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS”) as adopted by the EU. The carve-out financial statements are the first Metso Minerals has prepared in accordance
with IFRS as a separate combined entity. As IFRS does not provide guidance for the preparation of carve-out financial
statements, certain accounting conventions commonly used for the preparation of historical financial information have
been applied in preparing the carve-out financial statements for inclusion in offering circulars. The application of these
carve-out conventions has been described below. In addition to the application of the specific carve-out conventions
impacting the presentation of these financial statements, the areas involving a high degree of judgment or where estimates
and assumptions are significant to the carve-out financial statements are discussed at the end of this section.

The carve-out financial statements have been prepared on a going concern basis under the historical cost convention, except
for financial assets and liabilities classified as at fair value through profit and loss account.

These Metso Minerals carve-out financial statements do not necessarily reflect what the combined results of operations
and financial position would have been had Metso Minerals existed as a separate independent legal group from January 1,
2016 and had it therefore presented stand-alone consolidated financial information during the periods presented. Further,
these carve-out financial statements may not be indicative of Metso Minerals’ future performance, financial position or
cash flows.

The carve-out financial statements are presented in millions of euros (EUR million) except when otherwise indicated.
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

The legal entities and associated companies, of which minerals business is included in the carve out financial statements
are shown below:

Ownership
Company name Country Dec 31, 2018
MEtSO MINETALS OF ...ttt sttt ettt ettt et ettt et e sbesseebesseensesneenees Finland 100.00%
Metso Argentina SA..... .. Argentina 100.00%
Metso Austria GmbH ... Austria 100.00%
Metso AUStralia Ltd......c.ooiriririeiiiieieee e Australia 100.00%
WearX Holdings Pty Ltd.......ccooiiiiiieeieeee et Australia 100.00%
Metso Brazil Indtstria e Comércio Ltda Brazil 100.00%
MEetSO Chile SPA ...ttt ettt ettt Chile 100.00%
Industrial Support Company SpA () Chile 100.00%
Metso Minerals (Tianjin) Co. Ltd ... China 45.00%
Shaoguan City Shaorui Heavy Industries Co Ltd..........ccccoeviniiiininnininiicncnnn China 75.00%
Metso Minerals (Tianjin) International Trade Co. Ltd .......cccooevieriinienienieienieeeeeen China 100.00%
Metso Minerals (Quzhou) Co Ltd China 100.00%
Metso CzeCh REPUDIIC S.T.0. ...eiuiiiieiieiiiiieieie ettt Czech 100.00%
Metso Germany GMBH ........cccooiiiiiiiiiiiee e Germany 100.00%
Metso Denmark A/S ... Denmark 100.00%
Metso Denmark Properti€s APS......ccceeeeiererieniieienieniieiesie ettt sttt Denmark 100.00%
MEtSO ESPANa SA ......ooiiiiieiiiieie sttt ettt ettt st sne s Spain 100.00%
Metso Spain Holding, S.L.U ....c.ccoiiiiiiiiiiiininicicieercstesteseeeeee e Spain 100.00%
Santa Ana de Bolueta Gringing Mesi, S.A.U .... ... Spain 100.00%
Forjas del Guadalquivir, S.L.U......ccoieieieiieieieteie ettt enees Spain 100.00%
Metso Ghana LEd ......c.ooeiiririiieiiieeeeeet et Ghana 100.00%
MELSO UK LA ettt s Great Britain 100.00%
Kiln Flame Systems Enterprises Limited .........c.cccoceoereioineineeneeneeneieecineeene Great Britain 100.00%
Kiln Flame Systems Ltd ........cccoeouerieiiiiiiiiiienieiceeneteseeeretee e Great Britain 100.00%
PT Metso Minerals INAONESIA ........eeoveruieieriiiiiiieienieeteceese et Indonesia 99.90%
Metso India Private Ltd.........cccoooviniiiiiiiiiicceccee e India 100.00%
Metso Japan Co. LEd......ooieruiiieieeieieeee et st Japan 100.00%
Metso (Kazakhstan) LLP........c.cccoccieoiieieienieiieiteieiecteie ettt eae e enees Kazakhstan 100.00%
Metso Minerals Dooel Skopje ... Makedonia 100.00%
Metso MeXico SA de CV ..ottt Mexico 100.00%
MEetSO SA de CV ottt Mexico 100.00%
Metso Norway A/S.... Norway 100.00%
IMEESO PETU SA ...ttt ettt et ettt st st Peru 100.00%
Metso d.0.0. BEOZIAA ....oouviiiiiiiiiciieieee e et Serbia 100.00%
00O Metso Russia 100.00%
Metso SWEdEN AB.....c.ooiiiiiiiieie et Sweden 100.00%
AB P. J. JONSSON OCh SONET .......eoviiiiiiiiiiiiiriiniesteeee ettt Sweden 100.00%
Metso Central America SA .... ... Panama 100.00%
Metso Asia Pacific Pte Ltd ........coooroieiiiiieeee e Singapore 100.00%
Metso Minerals ANONIM SITKELE ......eeveruierieriiiiniieieie e Turkey 100.00%
Metso South Africa Pty Ltd.................. South-Africa 86.74%
Metso (South Africa) Sales Pty Ltd...... ... South-Africa 86.74%
Metso Zambia LHd ..ottt Zambia 100.00%
Metso Minerals Canada INC. ..........coevieiiiiirininiee et Canada 100.00%
MetsO FTance SAS......coo ittt France 100.00%
Metso Portugal Lda .....c.ocivieinieiiiiicieiectncee et Portugal 100.00%
Metso Algeria EURL........ccociririiinieiniiiinicteee ettt Algeria 100.00%
IMEESO USA TNC. ..ttt ettt ettt ettt b e s e e b USA 100.00%
Metso Minerals Industries INC. .......cccooiiiiiiiiiiiiiiieeeeeeeee e USA 100.00%
Metso Shared Services Ltd.........coevevieiiiiinininiicienseseecctee et Canada 100.00%
Metso Captive Insurance Limited...........cccociririniiiiiiiiiiiinininicicenceeneseceeeeeeeiene Great Britain 100.00%
(1) Acquired in H1/2019
(2) Has been 100% consolidated.
Metso Minerals’ associated companies
Liugong Metso Construction Equipment Ltda ...........cccocovinininiiniinneniiiincnene China 50.00%
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)
Description of the Carve-Out Principles

The following paragraphs summarize the accounting and other principles applied in preparing the carve-out financial
statements.

Minerals reporting segment and its business areas have been managed as a single economic entity since 2016. Pumps
business area, which was earlier included in Flow Control segment, was transferred to Minerals segment on January 1,
2019. In line with the current segment structure, Pumps business area has been combined into Minerals business from
January 1, 2016 in these carve out financial statements.

For such legal entities’ historical financial information with regards to assets and liabilities, as well as sales and expenses
and cash flows directly attributable to Minerals segment or Pumps business area could be derived from stand-alone financial
statements utilized in the preparation of the consolidated historical financial statements of Metso.

Carve-out financial statements include the allocations of income, expense, assets, liabilities and cash flows which are based
on management judgement, assumptions and estimates as described below. The most significant estimates, judgements and
assumptions relate to the allocation of costs of certain centrally provided services, cash management and financing related
allocations, determination of current and deferred income taxes and invested equity.

Accordingly, Metso’s management considers that the carve-out allocations have been made on a reasonable basis, but they
are not necessarily indicative of the revenues and expenses that would have been incurred if Metso Minerals had been a
stand-alone entity preparing consolidated financial statements for the periods presented.

Intercompany and Related Party Transactions

Intercompany transactions and assets and liabilities between Metso Minerals entities included in the carve-out financial
statements have been eliminated. The carve-out financial statements include Metso Minerals’ transactions and balance
sheet items. Intercompany transactions and balance sheet items with other Metso Group companies previously considered
as intercompany transactions in Metso’s consolidated reporting have been treated as transactions with related parties. Metso
Minerals does not have significant recurring interbusiness relationships with other Metso legal entities that are not part of
Metso Minerals. Internal profit on inventories between Metso Group companies and Metso Minerals entities has not been
eliminated in the carve-out financial statements.

Metso Corporation’s or other Metso Group companies intercompany receivables and liabilities due to or due from a Metso
Minerals entity have been allocated to Metso Minerals, including the financial income and expenses relating to these
receivables and liabilities. Metso Minerals’ ownership of shares in other Metso Group companies is presented under Other
non-current assets, Metso Group in these carve-out financial statements. Metso will undertake certain intra-group
arrangements prior to the Demerger to align the legal structures of Metso Minerals and Metso to reflect the contemplated
legal structures after the Demerger.

Carrying values for subsidiary shares of Metso Minerals subsidiaries previously owned by Metso’s parent company have
been allocated to the Metso Minerals parent company. Acquisitions of businesses outside Metso Group are accounted for
using the acquisition method.

Equity Components

Metso Minerals has not in the past formed a separate legal group nor presented stand-alone consolidated financial
statements, and accordingly it is not conceivable to present share capital separately from other equity balances including
reserves. Metso Minerals’ net assets for each balance sheet date are represented by capital invested in Metso Minerals and
shown in these carve-out financial statements as “Equity” comprising of cumulative translation adjustments, hedge reserve
as well as invested equity and retained earnings. Invested equity and retained earnings comprise of equity items allocated
from Metso’s parent company and other Metso Minerals companies in accordance with the demerger plan and historical
retained earnings balances of Metso Minerals entities.

All cash and other movements in capital amounts, being shares issued or cancelled or dividends and other distributions
made from/to Metso Minerals companies from/to Metso parent company or changes resulting from the internal
reorganization have been reflected in the combined statement of cash flows under “Dividends paid, ‘‘Metso Group” and
“Equity financing, Metso Group” and in the combined statements of changes in equity under “Dividends”, “Changes in
invested equity” and “Net change from winding up the consolidated tax groups”.

These carve-out financial statements are presented in euros, which will be Metso Minerals’ parent company’s functional
and reporting currency. Metso Minerals’ operating units have also other functional currencies. Translation differences
arising from translating the net results for the period and equity are recognized in equity and their changes are presented in
the separate cumulative translation adjustment within equity.
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)
Corporate, Shared Service Units and Foreign Holding Company Expenses

Metso’s parent company has been responsible for the management and general administration of Metso Group. For the
purposes of the preparation of the carve-out financial statements a portion of Metso’s parent company’s shared income and
expense items including all administrative and personnel expenses for each of the corporate headquarter functions
attributable to Metso Minerals has been allocated to Metso Minerals. Shared functions include Group Management, Human
Resource, Communication and Investor Relations, Finance, Tax, Treasury, Legal and Strategy. Allocations of the income
and expense items are based mainly on the number of employees, which the management believes is appropriate.

Metso’s shared service units and foreign holding companies have historically recharged Metso Group companies for costs
that have arisen from services conducted on behalf of the Metso Group companies. Such services consist of Business
support services, Human Resources, Information Technology, Finance and Accounting, Communications, Legal, other
general corporate services and tax services. The majority of the costs are included in the carve-out financial statements
based on the historically recharged amounts.

These allocated income and expense items were affected by the arrangements that existed in Metso Group and are not
necessarily representative of the position that may prevail in the future for Metso Minerals

Pensions

Pensions and other post-employment benefit plans and their respective portion of the plan liabilities, plan assets, interest
and service costs are included in the carve-out financial statements in accordance with each Metso Minerals subsidiary’s
separate benefit plans. In addition, a portion of the costs for the supplementary pension plan subscribed by Metso to the
members of the Metso Executive Team has been allocated to these carve-out financial statements.

Share-Based Payments

Metso Minerals key personnel have historically participated in Metso’s share-based incentive plans. The carve-out financial
statements include employee cost allocations related to these participations based on the actual number of Metso Minerals
employees over the cost recorded at Metso. The historical cost allocations may not be indicative of the future expenses that
will be incurred through incentive schemes that will be established for Metso Minerals’ key personnel following the
demerger.

Cash Management and Financing

Cash management is centralized so that Metso manages the Group’s liquidity needs through cash pool arrangements and
other liquid funds consisting of deposits and securities with maturity less than twelve months. Cash pools cover all major
geographical areas and Metso Corporation participates in the cash pools whenever allowed by the local regulation.

Metso Minerals’ cash and cash equivalents comprise cash held by legal entities and the cash pool balances held by cash
pool masters in Metso Minerals legal entities. In addition, the carve-out financial statements include those cash pooling
receivable and liability balances due to or due from other Metso Group companies that will be settled at the execution of
the partial demerger. These receivable and liability cash pooling balances have been presented as short-term receivables
and liabilities from related parties.

Metso Group’s external financing is centralized mainly to the Metso parent company. Subsidiaries’ working capital and
capital expenditure needs have been funded in addition to cash pool arrangements mainly by intercompany loans. All Metso
Minerals entities intercompany loans from Metso parent company have been eliminated in these carve-out financial
statements against the corresponding Metso parent company’s intercompany loan receivables allocated to Metso Minerals.
In addition, a limited number of Metso Group companies have funded their operations directly with external banks.

The external debt financing of the demerging Metso parent company and the related interest expenses that are directly
attributable to Metso Minerals’ operations, comprising mainly of bonds and bank loans, are included in the carve-out
financial statements in accordance with the demerger plan. In addition, carve-out financial statements comprise existing
external funding arrangements and the related interest expenses of the demerging Metso Minerals entities.

Derivative Financial Instruments

Carve-out financial statements include allocated external derivative financial instruments, entered into by Metso’s parent
company, that correspond to the internal derivative contracts entered by Metso Minerals entities with the parent company.
These derivative financial instruments comprise of foreign exchange forwards and electricity forward contracts. Metso has
hedged the interest rate risk of the debt arrangements that will transfer to Metso Minerals in the demerger, and the related
interest derivatives have been allocated to the carve-out financial statements.

In addition, the carve-out financial statements include an allocation of the derivative financial contracts that Metso has used
to hedge its currency denominated financial items such as loans, receivables and bank account balances at the parent
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

company level. The allocation has been made proportionately to correspond to Metso Minerals’ share of the hedged
exposure including Metso Minerals entities’ cash, receivable and loan balances.

Income Taxes

During the periods presented in these carve-out financial statements, several of the legal entities in Metso Minerals have
operated as separate taxpayers. For these entities the tax charges and the tax liabilities and receivables in the carve-out
financial statements are based on actual taxation.

Some Metso Minerals entities have historically been included in Metso legal entities including operations other than
operations of Metso Minerals or in tax groups consolidated for income tax purposes, where the taxpaying entity was another
Metso Group entity outside of Metso Minerals. During the periods presented, these Metso Minerals entities did not file
separate tax returns. Tax charges in these carve-out financial statements have been determined based on the separate return
method, as if the Metso Minerals entities were separate taxpayers in the jurisdiction of their primary operations.

The current tax provision is the amount of tax payable or refundable based on the Metso Minerals entity’s hypothetical,
current-year separate return and has been recorded as current income tax expense and as a shareholder transaction through
invested equity in the carve-out financial statements. After computing its current tax payable or refund, the Metso Minerals
entity has provided deferred taxes on its temporary differences and on any tax losses that it could claim on its hypothetical
return. Deferred taxes on temporary differences are recognized where such temporary differences exist.

The line item “income taxes paid” in the combined cash flow statement reflects current taxes for all carve-out entities as
they are deemed to be paid by the respective tax filing group. To the extent that historically there has been no settlement
through cash, such tax payments are deemed to be contributions from or distributions to Metso Group and deemed to be
settled immediately through equity. Such settlement through equity is reflected in the line item “Equity financing, net,
Metso Group” in the financing section of the combined cash flow statement.”

The tax charges recorded in the combined income statement are not necessarily representative of the tax charges that may
arise in the future.

Guarantees and Contingent Liabilities

Metso’s parent company has given guarantees on behalf of its subsidiaries in the ordinary course of their business. The
guarantee obligations of Metso’s parent company relating to Metso Minerals have been allocated to these carve-out
financial statements.

Earnings per Share

As the carve-out financial statements have been prepared on a carve-out basis, it is not possible to measure earnings per
share for any of the periods presented. Metso minerals has not had share capital during the periods presented nor can a
portion of Metso’s outstanding shares be allocated to it. Therefore, management considers that presenting an earnings per
share ratio calculated on the carve-out information would not accurately reflect the historical earnings per share.
Accordingly, the requirement of IAS 33 “Earnings per share” to disclose earnings per share is not met.

Critical Accounting Estimates and Judgements

The preparation of carve-out financial statements requires management to make estimates and assumptions and to exercise
its judgment in the process of applying the Group’s accounting policies. These affect the reported amounts of balance sheet
items, the presentation of contingent assets and liabilities, and the income and expenses for the financial year. Actual results
may differ from the estimates made.

The assets and liabilities involving a higher degree of judgment or complexity, or areas where the assumptions and
estimates are significant to Metso Minerals’ carve-out financial statements, are disclosed in the following notes:

Key judgement and estimates Note
CarVE-OUL PIINCIPIES ...ttt ettt ettt et b e sttt b e bttt b ettt e b e et eaene Basis of preparation
SALES ..ttt a et b e ettt h b bt h e et eb e a e bttt b ettt et eae et ae e nee 1.2
Share-based PAYIMENLS ......ccveeviertieieiereeiesteetesteete st et e steeste st ebesteessesseessesseessesseessesseessesseensesseensesssensessesnsensen 1.6
Income taxes 1.8
TTAAE TECEIVADIES. ...ttt ettt a et b et e e st s et e e b e et et et enteseebeeb e et e b et e e eneeneaneeeenes 2.2
OthEr TECEIVADIES ...ttt ettt ettt et b et s bt et s bt et e bt et e ebe et eebeeneeae 23
Inventory 24
PLOVISIONS ...ttt ettt s h et b et bt e st e s bt et e e bt en e e e bt ea b e e bt e eesb e et e ehtenteebt et e ebt et e ebeenbeeas 2.6
Post-employment ODIIZATIONS ......cc.veruieieiieiietertieie st ettt ettt et e st e et e b e steetesaeenbesseentesneenseesnenseeneensennns 2.7
Goodwill and other intangible assets.... 3.1
Property, plant and €QUIPIMENL.........ccvecuirieierieeieieeteieetet et ete st este s e eaesseessesseessesssessessaensesssessesssessesseensenses 32

Metso Minerals — Carve-out Financial Statements 2016, 2017 and 2018 12



NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

Metso Minerals’ more detailed accounting policies are disclosed in the relevant note to the consolidated financial
statements.

1. Metso Minerals Performance

1.1 Reporting Segments

Accounting policy

Operating segments are reported in a manner consistent with the internal reporting provided to the Board of Directors.
Metso Minerals’ operations and profitability is reported as a single reportable segment and operative decisions have been
made by the Board of Directors of Metso as Metso’s Chief Operating Decision Maker at Metso Minerals level. Metso
Minerals has not aggregated operating segments and thus Metso Minerals is the reportable operating segment. The
accounting principles applied to the segment reporting are the same as those used in preparing the consolidated financial
statements.

Segment performance is measured with operating profit/loss (EBIT). In addition, Metso Minerals uses alternative
performance measures to reflect the underlying business performance and to improve comparability between financial
periods: Earnings before interest, tax and amortization (EBITA), adjusted. Adjustment items comprise capacity adjustment
costs, outcome of material intellectual property rights disputes, gains and losses on business disposals, and other infrequent
events. Their nature and net effect on cost of goods sold, selling, general and administrative expenses, as well as other
income and expenses are presented in the segment information. Alternative performance measures, however, should not
be considered as a substitute for measures of performance in accordance with the IFRS.

Carve-out Principles

Carve-out reporting structure consists of one operative segment: Minerals. It covers the mining, aggregates, recycling and
pump businesses. Intercompany transactions and balance sheet items with other Metso Group companies previously
considered as intercompany transactions in Metso’s consolidated reporting have been treated as transactions with related
parties and presented as a part of Group Head Office and carve-out items.

Corporate Structure

Metso Minerals is a global supplier of sustainable technology and services for mining, aggregates, recycling and process
industries.

The Minerals segment supplies technology, process solutions, machinery and services for aggregates production, mining,
minerals processing, and metal and waste recycling.

Head Office and carve-out items is comprised of centralized group functions, such as treasury and tax, as well as shared
service centers and holding companies.

Segment assets comprise intangible assets and property, plant and equipment, investments in associated companies and
joint ventures, inventories and non-interest bearing operating assets and receivables. They exclude interest bearing assets,
cash and cash equivalents, income tax receivables and deferred tax assets, which are included in the assets of Group Head
Office and carve-out items.

Segment liabilities comprise non-interest bearing operating liabilities. They exclude income tax liabilities, deferred tax
liabilities and interest bearing liabilities, which are included in the liabilities of Group Head Office and carve-out items.

Non-cash write-downs include write-offs made to the value of receivables and inventories, and impairment and other write-
offs recognized to reduce the value of intangible assets or property, plant and equipment and other assets.

Gross capital expenditure comprises investments in intangible assets and property, plant and equipment, associated
companies and joint ventures, and business acquisitions.
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

Segment information as at and for the years ended December 31, 2018, 2017 and 2016 is presented in the following tables.

Minerals Head Office and
EUR million segment carve-out items Metso Minerals
2018
SALES ..ttt ettt 2,581 0 2,581
Earnings before interest, tax and amortization (EBITA) ................... 291.0 (7.6) 283.4
90 OF SALES ...t 11.3 n/a 11.0
Adjusted EBITA.... 291,0 (7.6) 283,4
% of sales................ 11.3 n/a 11.0
Adjusted EBITDA...... 321,2 (7.3) 3139
% of sales.....c...ccoveeennn. 12,4 n/a 12.2
Operating profit (-loss) ... 283.2 (15.6) 267.6
90 OF SALES ... 11.0 n/a 10.4
AdJuStMEnt TOIMS. ...c.veueeueeiiriiiteieieieteee et - - -
AMOTIZALION ..veevvieiiieiieeiieeieeeite ettt e e esteeeteesaeebeessaeesseeeeseenseeennas ®) ®) (16)
DEPreciation ........ccueeuierieriieiieiieie ettt (30) 0 30)
Non-cash Write-dOWNS L.......c.oooiiriirieriirieierieecee s 6 0 5
Gross capital expenditure (including business acquisitions) .............. 78 2 80
Capital emPloyed.......cceoieiriiiiieeeeee e 1,272 396 1,668
Capital employed, Metso Group.... 7 182 188
Orders 1ECEIVEA ....uviiiiiiiieiieie ettt sabe e 2,872 - 2,872
Order DaCKIOg. ... .eoveeuieiiriieieiee e 1,411 - 1,411
! Write-downs including reversals of intangible and tangible assets, inventories and trade receivables
Minerals Head Office and
EUR million segment carve-out items Metso Minerals
2017
SALES ..ttt ettt 2,177 0 2,177
Earnings before interest, tax and amortization (EBITA) ................... 182.4 (11.7) 170.7
00 OF SALES ...t 8.4 n/a 7.8
Adjusted EBITA......cooiiiiiieeeee e 190.5 (11.7) 178.8
00 OF SALES ...ttt et 8.8 n/a 8.2
Adjusted EBITDA 221.6 (11.4) 210.2
90 OF SALES ... 10.2 n/a 9.7
Operating profit (<10SS) ...c.ecvecieririieriieieie e 176.1 (20.2) 155.9
00 OF SALES ...t 8.1 n/a 7.2
Adjustment items in cost of 200ds SOId.........cccceevieniiiiiiiniiininee (6.4) - (6.4)
Adjustment items in selling, general and administrative expenses..... 1.7 - a.7)
Total adjustment ItEIMS .......c.eecverrereerierieieeeeteseere e et eee e eeeas 8.1) - 8.1
AMOTHIZALION ...evveivieeieieeeieie ettt ete st et e te e b e steebesteessesseessessaensenseas (6) ®) (14)
DEPIECIAtION ...ttt sbe s (€29)] 0 31)
Non-cash WIIte-AOWNS .......coverieriirieiinieierceeeieee e (12) 0 (12)
Gross capital expenditure (including business acquisitions) .............. 59 1 60
Capital employed........ccceeieriieieniiiieieeiee e 1,120 781 1,901
Capital employed, Metso Group.... 8 147 154
Orders received ......ccoovvvveevnneennn. 2,427 - 2,427
Order DaCKLOZ . .....cveeeieieeieiiieieee e 1,204 - 1,204
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EUR million
2016

Earnings before interest, tax and amortization (EBITA) ...................
90 OF SALES ...t e
Adjusted EBITA..............
% of sales................
Adjusted EBITDA......
% of sales.......cceeerunnne
Operating profit (-loss) ...
90 OF SALES ...

Adjustment items in cost of 200ds S01d...........ccecevvirininiiiinininnn
Adjustment items in selling, general and administrative expenses.....
Adjustment items in other income and expenses, net..............cccocue....
Total adjustment items

AMOTTIZALION ..ottt ettt sttt et be e nbeens
Depreciation

Non-cash WIte-AOWNS .......ccerueiiiriririiieieeeeeseee e
Gross capital expenditure (including business acquisitions)

Capital employed........coeeieririeriiieieeeee e
Capital employed, Metso GIoUp.........cecvevierieniiniieieneeienieeie e
Orders received
Order DaCKIOE ... .eveeuieiieiieieeiee et

Geographical Information

Minerals Head Office and
segment carve-out items Metso Minerals
2,059 0 2,059
172.9 0.6 173.5
8.4 n/a 8.4
209.1 (5.4) 203.8
10.2 n/a 9.9
241.3 4.9) 236.5
11.7 n/a 115
166.8 8.1 158.8
8.1 n/a 7.7
(23.3) - (23.3)
(7.6) (1.9) 9.5
54 7.8 24
(36.3) 6.0 (30.3)
(6) (©)) 15)
(32) 0 33)
(15) 0 (15)
21 5 26
1,115 788 1,902
15 205 220
2,220 - 2,220
1,105 - 1,105

Accounting Policy

Metso Minerals presents the geographical segments’ sales by location of customers. Non-current assets and gross capital

expenditure are presented by location of assets.

Metso Minerals’ businesses are present in over 40 countries providing strong diversification. Metso Minerals has

production units on all inhabited continents.
Sales to Unaffiliated Customers by Destination

EUR million

FINLANA ..o
Other EUropean COUNMIies ...........coueieeririinenieieiceiieiceie st
INOTth ATNETICA. ....eveiiieteeiieteetete ettt ettt st be e e

South and Central America .
Asia-Pacific.......ccccccoeveeennn.

Africa and Middle EaSt..........cooviiiiiiiiiiiiicieceieeceeceee ettt

Metso Minerals’ Exports from Finland by Destination, Including Intra-group Sales

EUR million

EUTOPEAN COUNTIIES ...ttt ettt ettt

North America

South and Central AMETICA ........c..eeeveeeeieeieeeree e eeteeeee et eee et e eee et e et ereeeaeeereeereeneas

Asia-Pacific ......

Africa and MIddle Bast..........c..ooooviiiiiiiiiiee e
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2018 2017 2016

61 54 55

617 485 450

403 370 376

567 508 495

696 536 474

236 223 208

2,581 2,177 2,059
2018 2017 2016

166 155 139

83 74 64

23 18 18

108 68 51

33 31 24

413 346 296
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

Non-Current Assets by Location

EUR million 2018 2017 2016

FINLANA Lottt ettt et ettt e e be e raeeraeeaeenns 82 40 55
Other EUropean COUNTIIES .........ccueruieieriieienieeieie ettt ettt ete sttt ssee b eneenseseeenseenes 124 113 121
North America 176 199 270
South and Central AMETICA ........c.eevveieuiieiiecree ettt ettt ere e e reeereeeaaeeereeereeneas 76 76 83
ASTA-PACITIC ...ttt e et e et et e eaaeeae e 169 98 110
Africa and MIddle BaSt..........cooviiiiiiiiieeecie ettt e eve e 25 13 9
NON-ALLOCALEA ... ettt e e e e e et e e eteeeeeaneeeeneeas 441 470 430
TOAL ...ttt et ettt e e be e eteeeeraeeaeenns 1,094 1,010 1,077

Non-current assets comprise intangible assets and property, plant and equipment, investments in associated companies,
joint ventures, and other non-interest bearing non-current assets. Non-allocated assets include mainly goodwill and other
assets arising from business acquisitions that have not been pushed down to the subsidiaries’ books.

Gross Capital Expenditure by Location

EUR million 2018 2017 2016

FINLANG oo e 5 2 6
Other EUropean COUNTIIES .........ccueruieieriieienieeiete ettt ettt ettt et ssee b sneesesneenseenes 10 10 5
INOTER AINETICA. ....vi ettt ettt ettt ete e et et e e eaeeeae e teeenseeeaseeaseeesseeseean 3 3 2
South and Central AMETICA ........c.eevveeeuiieiieetee ettt ettt eee e eaeeeeveeeaeeeree e 9 7 6
ASTA-PACITIC ...ttt e e ettt e et et e eraeeae e 27 7 6
AFTiCa AN MIAALE BAST.....vvveveeeeeeeeeeeeeeeeeeeee ettt eeeee et et s e e eenenens 4 3 1
TOCAL ...t e e e e e et aaa e e enetarraaaeas 59 33 26

Gross capital expenditure comprises investments in intangible assets and property, plant and equipment, associated
companies and joint ventures

1.2. Sales

Accounting Policy 2018

Metso Minerals has applied IFRS 15 Revenue from Contracts with Customers from January 1, 2018 fully retrospectively
restating the comparative year 2017. Metso Minerals has applied the same accounting principles and carrying values
(pooling) in these carve out financial statements as Metso Group. Hence the use of the full retrospective approach for
implementation of I[FRS 15 only affects the 2017 comparatives. See separate section on accounting policy for revenue for
2016. The principle is that sales are recognized at an amount that reflects the consideration to which Metso Minerals expects
to receive in exchange for transferring goods or services to a customer. Sales are recognized, when the control of goods or
services is transferred to a customer. The control is transferred either at a point in time or over time.

Metso Minerals providing standardized equipment and wear or spare parts to customers, sales are recognized at a point in
time, when control for the goods is transferred, typically at the delivery of the goods or after commissioning. Sales to the
distributors are recognized at the delivery, when the distributor is not acting as an agent. If the distributor is acting as an
agent, sales are recognized only when delivered to ultimate client.

Metso Minerals providing customized engineered system deliveries, where the asset produced does not have alternative
use and Metso Minerals has right to payment for the performance completed, sales are recognized over time. Sales
recognition is based on estimated sales, costs and profit. Metso Minerals measures the progress using the cost-to-cost
method, where sales and profits are recorded after considering the ratio of accumulated costs to estimated total costs to
complete each contract. This method is considered to reflect best the satisfaction of the performance obligation. The
estimated sales, costs and profit, together with the planned delivery schedule of the contract are subject to regular revisions
as the contract progresses to the completion. Revisions in profit estimates as well as projected potential loss on contract are
charged through the profit and loss account in the period in which they become known.

Sales from providing services are recognized when the performance obligation is satisfied. For long-term fixed price service
contracts, sales are recognized over time, because of the customer receives the performance obligation simultaneously
when the service is rendered. The measure of the progress is based on costs of actual services provided as a proportion of
the costs of total services to be rendered. The estimated sales, costs and profit, together with the planned delivery schedule
of the contract are subject to regular revisions as the contract progresses to the completion. Revisions in contract estimates
as well as projected potential loss on contract are charged through the profit and loss account in the period in which they
become known.
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

For short-term service contracts with hourly fee based on valid price list, sales are recognized to the extent Metso Minerals
has the right to invoice the customer, and for service contracts with fixed hourly fee agreed in the contract, sales are
recognized based on invoicing.

Client contracts may include promises such as volume-based rebates, late delivery penalties or right to return delivered
parts. The impact of these promises on the final consideration will be estimated, when recognition is started and
systematically during the contract period. Sales will be recognized to the extent that Metso Minerals is entitled to the
consideration. Also, creditworthiness of the client and collectability of the consideration is assessed through the contract
period. Extended warranties are treated as a separate performance obligation and appropriate transaction price is allocated
to them and recognized in sales when occurred.

Metso Minerals typically requires advance payments from clients. Applying IFRS 15, advances received do not include a
financing component, because the payment schedule of them follows closely the timing of performance obligations to be
satisfied.

Estimates and Assessments by Management

Sales recognized at a point in time may require judgement on facts and circumstances when the control is considered to
have passed to the client, affecting on timing of sales to be recognized. Transfer of the control is assessed mainly based on
terms of delivery in the contract and local legislation. Customer contracts including clauses on rebates, late delivery
penalties, right to return promises or extended warranties requires management judgement on the probability of such
clauses to have an effect on contracts sales. Judgements are based on earlier experience and market practice, when it is
available.

Sales recognized over time is based on cost-to-cost method, which requires management to be able to estimate total sales,
costs, margin and cash flow to complete the project. To assess the progress and margin to be recognized as well as the total
costs estimated to complete the contracts requires judgments by management throughout the contract period. The most
critical judgments are needed in case of a loss-making contract to estimate the performance needed to be able to satisfy the
contract. Changes in general market conditions and the possible act to contracts needs to be predicted as well. The credit
worthiness of the customer is verified, and collectability of the consideration assessed before entering into a contract.
However, a risk of non-payment might arise afterwards, and it requires then management judgement on the impact on final
sales recognition.

Hedging of Foreign Currency Denominated Firm Commitments

Under Metso Minerals hedging policy, business units are required to hedge their foreign currency risk when they become
engaged in a firm commitment denominated in a currency other than their functional currency. When a firm commitment
qualifies for over time recognition, the business unit applies hedge accounting and recognizes the effect of the hedging
instruments in other comprehensive income (OCI) until the commitment is recognized. Though Metso Minerals has defined
the characteristics triggering a firm commitment, the final realization of the unrecognized commitment depends also on
factors beyond management control, which cannot be foreseen when initiating the hedging relationship. Such factors can
be a change in the market environment causing the other party to postpone or cancel the commitment. To the extent
possible, management strives to include clauses in its contracts that reduce the impact of such adverse events on its results.
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

Disaggregation of Sales

EUR million 2018 2017

SALES, EXEEITIAL ...ecuviiiiiiiiiciie ettt ettt et e et e et eeete e etbe e beeeabeeetaeeabeeetaeebeeeabeeabeearbeenbeeeateenreenneas 2,580 2,177
SALES, MESO GIOUP ....voveeeveeeeee e eeeeseee e sesesesses s saseeses e s s st es e eseeaseesseseesnesessenesaesanessessnasaenans 0 0
SALES ...t e e et e e e et—e e e e tbeeeetaeeeattae e e tteeeataaeeatteeeairreeeataeeaartaeeanns 2,581 2,177

External sales by category

EUR million 2018 2017
SALES OF SEIVICES ..uvviiieeieeeeeeee ettt et e et e et e e e et e e e teeeeeaeaeeeaeeeeenaeeeenseeeseseeeeanneeeensneesannes 1,644 1,481
936 696
2,581 2,177
External sales by destination
EUR million 2018 2017
FANLANA oottt ettt e et e et e e te e e abe e be e e b e e teeeabe e taeenbeeeabeebeeasaeeareereeanes 61 54
Other European countries.... 617 485
North America..................... 403 370
South and Central America . 567 508
Asia-Pacific..........c.......... 696 536
ATTICE AN MIAALE BASt.....vvoveeeeeeeeeeeeeee ettt e e eeeeeeee ettt eeeaeaeseseseeeeeseeeseseseeeeeeeeeeeeeeeas 236 223
SAIES ...ttt e ete e — e eteee—e e etaeebeeeteeeteeateeereeeateeteeetreeteeeateereeannas 2,581 2,177

External sales by timing of revenue recognition
EUR million 2018 2017

At a point in time 2,220 1,962
OVET HIITIC ...t e e e et et s s e e e eeeeee et s s s e eaeeeseeeseeeees s es s seeeeeeeeeseeeeeas 360 215
SALES ...t e e et e e e et—e e e e tbeeeetaeeeattae e e tteeeataaeeatteeeairreeeataeeaartaeeanns 2,581 2,177
Contract Balances

EUR million 2018 2017

Trade TECEIVADIES. ....ccuveieieeeeeetee ettt ettt ettt et e et e et e eaeeeabeeteeeaseeesaeenseesseeeseeeaseereeanns 493 416
Trade 1eceivables, MEtSO GIOUP......ccveierieeieeierieiesteeitesteetesteetesseessesseessesseessessaessesssessesseessesseessessesssens 8 8
Customer contract assets 82 66
Advances received............... 189 171

Most of the customer contract liabilities and advances received at the beginning of the year have been recognized as sales
in 2018.

When providing standardized equipment, valves and pumps and wear or spare parts, invoicing takes place in general at the
delivery or after commissioning. In engineered system delivery and long-term service contracts invoicing is based on the
client contracts. Short-term service contracts are invoiced, when service is rendered.

Trade receivables are based on the invoicing to customers and are generally on terms of 30-90 days. The acquisitions in
2018 resulted in increase in trade receivables of EUR 5 million and EUR 6 million in 2017. In 2016 Metso Minerals made
no acquisitions, see note 5.5. Information about provision for expected credit losses on trade receivables is presented in
note 2.2.

Engineered system delivery contracts and long-term service contracts are mainly fixed priced contracts, where customers
are invoiced with fixed amounts based on contracts’ schedule. In case, the performance obligation satisfied exceeds the
invoiced payment from the customer, a contracts asset is recognized. In case, the invoiced payment from the customer
exceeds the performance obligation satisfied, a contract liability is recognized.

Advances received is the amount paid in advance to Metso Minerals by the customers. Typically, Metso Minerals receives
advance payments in the customized large scale engineered system and equipment delivery projects.

Increase in receivables from customers or liabilities to customers and advances received is the result of additional volume
in business operations in 2018 compared to the previous year.

Unsatisfied Performance Obligations

Unsatisfied performance obligations relate to customized engineered system projects and long-term service contracts
amounting to EUR 539 million. These performance obligations are expected to be materially satisfied in two years.
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)
Metso Minerals’ Performance Obligations

Metso Minerals’ sales consist of the sale of standardized equipment deliveries and services with wear or spare parts as well
as customized large scale engineered system and/or equipment deliveries. Metso Minerals’ performance obligations are
as follows:

Equipment and Wear or Spare Parts Deliveries

Metso Minerals providing standardized equipment and wear or spare parts to customers, revenue will be recognized at a
point in time, when control for the goods is transferred, typically at the delivery of the goods or after commissioning. These
contracts may include promises such as volume-based rebates, late delivery penalties or right to return delivered parts. The
impact of these promises on the final consideration will be estimated and sales will be recognized to the extent that Metso
Minerals is entitled to. Extended warranties are treated as a separate performance obligation and appropriate transaction
price is allocated to them and recognized in sales when occurred.

Metso Minerals cooperates with distributors specially in aggregates, valves and recycling businesses. Based on the current
distributor contracts, Metso Minerals recognizes sales at the delivery to a distributor. Promises on volume-based rebates
and right to return of the goods are assessed and sales will be recognized to the extent Metso Minerals is entitled to.

Engineered System and Equipment Deliveries

With customized large scale engineered system and equipment deliveries, where assets produced do not have alternative
use for another client and Metso Minerals has the right to payment for the performance completed, revenue will be
recognized over time. Each large scale engineered system and equipment delivery contract is assessed separately. These
contracts usually have a customer specific, one total performance obligation agreed with the client.

These contracts may include promises such as late delivery penalties, performance guarantees and extended warranties.
The impact of these promises on the final consideration will be estimated and sales will be recognized to the extent that
Metso Minerals is entitled to. Metso Minerals typically requires advance payments from clients, which in general, does not
include a financing component, because the payment schedule of advances follows closely the timing of performance
obligations to be satisfied.

Service Contracts

Sales from providing services are recognized when the services are rendered. For long-term fixed price contracts, sales are
recognized over time. The measure of the progress is based on costs of actual services provided as a proportion of the costs
of total services to be rendered. For short-term service contracts with hourly fee based on valid price list, revenue is
recognized to the extend Metso Minerals has right to invoice the customer, and for service contracts with fixed hourly fee
agreed in the contract, revenue is recognized based on invoicing. Typical promises in service contacts are late delivery
penalties, performance guarantees or right to return promises, the impact of these promises are assessed, and sales
recognized to the extent Metso Minerals is entitled to.

Accounting Policy 2016

Sales from goods and services sold are recognized, net of sales taxes and discounts, when substantially all the risks and
rewards of ownership are transferred to the buyer or when legal title of the goods and responsibility for shipment has been
transferred to the buyer. The transfer of risk takes place either when the goods are shipped or when made available to the
buyer for shipment depending on the terms of the contract. The credit worthiness of the buyer is verified before engaging
into a sale. However, if a risk of non-payment arises after revenue recognition, a provision for non-collectability is
established.

Metso Minerals applied the percentage-of-completion method, “POC method”, for recognizing long-term delivery
contracts of engineered systems and construction projects. Sales recognized under the POC method is based on estimated
revenue, costs and profit. The stage of completion is determined by the cost-to-cost method of accounting. In the cost-to-
cost method, sales and profits are recorded after considering the ratio of accumulated costs to estimated total costs to
complete each contract. Subcontractor materials, labor and equipment, are included in sales and costs of goods sold when
Metso is responsible for the ultimate acceptability of the project. A projected potential loss on a firm commitment is
recognized through profit and loss, when it becomes known. The estimated revenue, costs and profit, together with the
planned delivery schedule of the projects are subject to regular revisions as the contract progresses to completion. Revisions
in profit estimates are charged through profit and loss account in the period in which the change becomes known.

Sales from short-term service contracts are recognized once the service has been rendered. Sales from long-term service
contracts are recognized using the percentage-of-completion method.
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

Sales by Category:
EUR million 2016
SALE OF SEIVICES . ..cuviiiuiietieiite et e ettt ettt et e et e et e teeeteeeabeeebeeeaseeesaeeaseeseeenseeesseeaseeasseensseeaseenseessseensseenseensaeenseensseanseenseean 1,428
Sale of projects, eqUIPMENt ANA GOOUS ............ovevevveieireeeieeeeeeeeeeee e ee et es et ee e e e sesesset s eseeeseseesseseseesensessenesees 631
Sales, total 2,059
Sales by Recognition Method:
EUR million 2016
Percentage of completion (POC) TECOZNITION .......ccverueerertieieriieiesttetesteetesttetesseestesseessessesssesseessessasssesseessessesseessesseessensenns 189
Recognition at the delivery 1,369
SALES, LOLAL ...ttt e ettt e et e e bt e e ettt e e e ttee e e taeeeaabtee e tbaeeantbeeeenbtee e nbaeeataeeeanbaeeetbaeeennaeens 2,059
Balance Sheet Items of Uncompleted Projects at December 31, 2016:
Cost and
EUR million earnings Billings Net
Projects where cost and earnings exceed billings..........cccceveevveninienenenne 598 532 66
Projects where billings exceed cost and earnings..........ecceeeeevereeeeeniennenne 343 397 54

Major Customers

In 2018, 2017 and 2016, Metso Minerals did not have a single customer to which sales would have exceeded 10 percent of
the consolidated sales.

1.3. Selling, General and Administrative Expenses
EUR million 2018 2017 2016
Marketing and selling expenses..........c..c.ceeveneee (222) (218) (218)
Research and development expenses, net (23) (13) (20)
AdMINISITALIVE EXPEIISES......cvevirriureitetertiatertentettetestestestetesteseetesuestessessesseseeuesuestessessenreseeuesuessensens (185) (166) (159
Selling, general and administrative eXPenses ...............coocvvvuiiiiiiniieeiieiie e (430) 397 397

Accounting Policy

Research and development expenses comprise salaries, administration costs, depreciation and amortization of tangible and
intangible assets, and are mainly expensed as incurred. When material development costs meet certain capitalization criteria
under TAS 38, they are capitalized and amortized over the expected useful life of the underlying technology.

Research and Development Expenses

EUR million 2018 2017 2016

Research and development eXpenses, total...........ccoiirirerieiieieeiiiee e (23) (13) (20)
Capital EXPENAILUIE «...c.veriietieiieieet ettt ettt st e e bt et e bt et e s bt et e bt estesbe et e sbeeneesaean 0 0 0
GIANS TECEIVEM. ...c.iuiiiiiiiititeet ettt sttt ettt sttt be et e et sae e 0 0 0
Depreciation and amMOTtIZATION .........c..eeeirerierieieintenteeeet ettt ettt st e e ebe e sae e 0 0 0
Research and development eXpenses, Mt ..........c...cocooiiiiiiiiniiieiiiniienieeeeee e 23 a3 (209
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

1.4. Other Operating Income and Expenses

Accounting Policy

Other operating income and expenses, net, comprise income and expenses that do not directly relate to the operating activity
of businesses within Metso Minerals or which arise from unrealized and realized changes in fair value of foreign currency
denominated financial instruments related to operations, including forward exchange contracts. Such items include costs
related to significant restructuring programs, gains and losses on disposal of assets, and foreign exchange gains and losses,
excluding those qualifying for hedge accounting and those, which are reported under financial income and expenses, net.
Additionally, non-recoverable foreign taxes, which are not based on taxable profits, are reported in other operating income
and expenses, net. In particular, these include foreign taxes and such like payments not based on double taxation treaties
in force.

EUR million 2018 2017 2016

Gain on sale of intangible assets and property, plant and equipment ............cccceceeeeenenee. 2 1 10
Rental iNCOME.......c.ovuiiiiiiiiiiiicccee e 0 0 0
Foreign exchange gains ! 62 45 39
OLRET INCOMIC ...ttt ee e eeeeeseseseanens 4 6 8
Other operating iNCOME, tOTAl..........ccveriiiiiieiei ettt esnesre e 68 53 58
Loss on sale of intangible assets and property, plant and equipment .............cccceceeerennenee. 0 0 ?2)
Impairment of intangible assets and property, plant and equipment ... 8 3) )
Foreign exchange losses V... . (79) (45) (41)
OLhET EXPEIISES ..vvevvivreeiertienieeteetesteeteteeseestesstesseeteesesseenseeseessesseensessaessesseassessesssesseessensenns ) (6) (ar)
Other Operating eXPEnSes, tOTAl ..............ceveeververeeeeeeereeseseeeesesseseesessesessessesessessesesseseeseesneas 84 (54) 54
Other operating income and eXpenses, Net....................c.ocooveiiiiiiiiniiiei s 16) @ 3

Y Includes foreign exchange gains and losses resulting from trade receivables and payables and related derivatives.

L.5. Personnel Expenses and the Number of Personnel

Accounting policy
Carve-out principles

In these carve-out financial statements a share of the historical remuneration of the management of Metso has been
allocated to Metso Minerals to reflect management’s contribution to the Metso Minerals business, which share has been
estimated at 75 percent of total remuneration. This allocation may not be indicative of the expenses related to management
remuneration that will incur in the following financial years.

Personnel Expenses
EUR million 2018 2017 2016
Salaries ANA WAZES ....ccveeuveiieieieiieie ettt ettt et e e e e tesseebeetaesseeseebeesaesseesneseennenee (395) (386) (389)
Pension costs, defined contribution plans... (25) 27 (23)
Pension costs, defined benefit plans '......... %) 4 %)
Other post-employment Benefits ' ...........cooereiiiiiiiiiieeee e @))] €8 @9
Share-based PAYMENLS 2.......ccooiuiiiiririeieeitee ettt ettt ettt et e st sseenbesanenee 2) 1) (1)
Other indirect EMPIOYEE COSLS ......vurvirereireieierseieeiessseesessessesssesse s sesss s ssse s (104) (87) 92)
TOtAL......oooeeeeeeecie et (332) (506) (511)
! For more information on pension costs, see note 2.7.
2 For more information on share-based payments, see note 1.6.

Number of Personnel at end of Year

2018 2017 2016

MINETALS DUSINESS .....eeieuviiieiiiieeeiiee ettt ecte ettt e ettt e e et e e et e e eett e e e et e e eeaaeeeeteeeeeaaeeeenneens 9,935 9,230 8,701
Group Head Office and other ... 432 440 465
TOtAL ...ttt 10,367 9,670 9,166

Board Remuneration
EUR thousand 2018 2017 2016
TOLAL ..ttt h et b ettt b bbbt e eeneas 501 437 489
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

Remuneration Paid to Chief Executive Officer and Other Executive Team members

Performance Fringe Share-based

EUR Salary bonus paid benefits payment Total
2018

President and CEO ...........ccccevvveunieenns 426 989 181 305 6135 - 614 429
Other Executive Team members ........... 1,631,164 261,432 23,991 - 1,916,587
TOtAL ..o 2,058,153 442,737 30,126 - 2,531,016
2017

President and CEO ...........ccoocvvevuieeennns 529 630 101 250 16 254 50118 697 252
Other Executive Team members ........... 1,657,179 132,231 17,316 108,751 1,915,477
TOtAL .o 2,186,809 233,481 33,570 158,869 2,612,729
2016

President and CEO ..........ccccoovvvvnnnnnnennn. 457,602 83,880 16,414 - 557,896
Other Executive Team members ........... 1,544,032 116,124 25,994 - 1,686,150
TOAL .o 2,001,634 200,004 42,408 - 2,244,046

1.6. Share-based Payments

Accounting Policy

Certain Metso Minerals key personnel have participated in the Metso’s share-based incentive plans. The equity-settled
share awards are valued based on the market price of Metso share as of the grant date and recognized as an employee
benefit expense over the vesting period with corresponding entry in the equity. The historical development of Metso share
and the expected dividends have been taken into account when calculating the fair value. From 2018 the entire share
incentive, including the cash-for-taxes portion is recognized in equity. Also the value of the cash portion is based on the
grant date value. As a market condition, total shareholder return of the Performance Share Plans will be taken into account
when determining the fair value at grant and it will not be changed during the plan. The fair value of the cost estimate of
the Performance Share Plans will only be changed when service condition and non-market conditions are concerned. The
liability resulting from cash-settled transactions is accrued in the current liabilities until the settlement date in years 2016
and 2017.

At each balance sheet date, Metso Minerals revises its estimates on the amount of share-based payments that are expected
to vest. The impact of the revision to previous estimate is accrued as an employee benefit expense with corresponding entry
to equity.

Carve-out Principles

Metso Minerals key personnel have historically participated in Metso’s share-based incentive plans. The carve-out
financial statement include employee cost allocations related to these participations based on the actual number of Metso
Minerals employees over the cost recorded at Metso. The historical cost allocations may not be indicative of the future
expenses that will be incurred through incentive schemes that will be established for Metso Minerals’ key personnel
following the demerger.

Estimates and Assessments by Management

At each balance sheet date, the management revises its estimates for the number of shares that are expected to vest. As part
of this evaluation, Metso Minerals takes into account the changes in the forecasted performance, the expected turnover of
the personnel benefiting from the incentive plan and other pertinent information impacting the number of shares to be
vested.

Long-term Incentive Plan for 2012-2014

In December 2011, Metso Minerals’ Board decided to establish a share-based incentive plan that had three performance
periods: calendar years 2012, 2013 and 2014. No shares were delivered in 2016, as the targets set for the performance
period 2013 were not met. In 2017 a total of 11,065 treasure shares were used to pay rewards to 43 participants from plan
2014.
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Performance and Restricted Share Plans

In December 2014, Metso Board decided on new long-term share-based incentive plans: Performance Share Plan (“PSP”)
and Restricted Share Plan (“RSP”). The commencement of each new PSP and RSP and the earnings criteria for each new
PSP plan will be subject to a separate decision by the Board. The PSP consists of an annually commencing plan, each with
a three-year earning period, and the complementary RSP consists of an annually commencing plan, each with a three-year
vesting period. The possible rewards are paid partly in Metso Minerals’ shares and partly in cash.

If the participant’s employment or service ends for reasons relating to the participant before the reward payment, no reward
will be paid from the long-term incentive plans.

Performance Share Plan 2015-2017

The earning criteria for the PSP 2015-2017 and the potential reward is based on the total shareholder return (TSR) of
Metso share during 2015-2017. The earning criteria was not met and there was no payout from PSP 2015-2017 plan.

Performance Share Plan 2016-2018

The earning criteria for the PSP 2016-2018 and the potential reward is based on the total shareholder return (TSR) of
Metso share during 2016-2018. At the end of 2018, there were 63 participants in the plan and the potential reward
corresponds to a maximum of 294,188 Metso shares. The potential reward will be paid in 2019.

Performance Share Plan 2017-2019

The earning criteria for the PSP 2017-2019 is based on the total shareholder return of Metso share during 2017-2019. At
the end of 2018, there were 68 participants in the plan and the potential reward corresponds to a maximum of 269,786
Metso shares. The potential reward will be paid in 2020.

Restricted Share Plan 2017-2019

At the end of 2018, there were 4 participants in the RSP plan and the potential reward corresponds to a 15,400 Metso
shares. The potential reward will be paid in 2020.

Performance Share Plan 2018-2020

The earning criteria for the PSP 2018-2020 is based on the total shareholder return of Metso share during 2018-2020. At
the end of 2018, there were 10 participants in the plan and the potential reward corresponds to a maximum of 126,416
Metso shares. The potential reward will be paid in 2021.

Restricted Share Plan 2018-2020

At the end of 2018, there were one participant in the RSP plan and the potential reward corresponds to a 15,000 Metso
shares. The potential reward will be paid in 2021.

Deferred Share Unit Plan 2018-2020

In December 2017, Metso Board of Directors decided to establish a new long-term incentive plan for senior managers and
key employees. DSUP is a long-term share value-based incentive plan that aligns and rewards the employee’s performance
and Metso share value development during a performance period. At the end of 2018, there were 92 participants and the
potential reward will be paid in 2021 if the terms of payment are met.

Matching Share Plan 2018-2022

Metso has one active Matching Share Plan for President and CEO Pekka Vauramo. The plan requires personal investment
in Metso shares. The potential reward corresponds to maximum 18,750 shares and will be delivered in three installments
and are subject to fulfill the performance criterion adjusted EBITA for each installment.

Beneficiaries of and Granted Shares Under the Share Ownership Plan as at December 31, 2018

Beneficiaries
total Shares total

Plan 2014-2016
GIaNtEA 2017 ..oeeeeeeeeeeeeeee e et ettt e e et e et eete e e e e e teeeate e teeebeeeaeeebeeetreereeeneeans 43 11,065
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Costs Recognized for the Share Ownership Plans

Plan PSP
Plan Plan PSP Plan PSP Plan PSP and DSUP
EUR thousand 20142016 2015-2017 20162018 20172019 2018-2020 Total
2018 e (15) (195) (629) (1,534) (2,373)
2017 e (103) (104) (730) (679) (1,616)
2016, (223) (489) (871) (1,583)
1.7. Financial income and expenses

EUR million 2018 2017 2016
Financial income
Interest income on cash and cash equivalents .............ccocereeveeirinineneneeeece 3 4
Other finance income ! .... 1 7 1
FINANCE INCOME .....evviiiiiiiieiiie ettt eeae e eeaneeeennens 4 11 7
Finance income, Metso Group

Interest expenses on cash pool receivables..........oceiirirereirineiieeeeeeee 5 7 10
Finance income, Metso Group 5 7 10
Foreign exchange gains/lOSSES .......cccueeierieriieieniieiesieeiesieete sttt seeennesee e 0 0) 2)
Finance expenses
Interest expenses from financial liabilities at amortized COSt .........ceevveveereriiecrennenne (26) 24) (30)
Other fINANCE EXPENSES.....vuvvererrrieieiseiieeisesseiesses st ss st st sse st sesse st ssesenees (10) (21) (15)
FINANCe €XPEINSES ...c..verviruiiiiriieieriieteettete ettt ettt ettt st e et be et esteesee st eanenaeene (36) 45) (44)
Finance expenses, Metso Group

Interest expenses from financial liabilities at amortized COSt .........ccccvecerercnennene - - 0)

Other fINANCE EXPENSES...cuvirviererrieierieeierteeterteeeesteereesesseesesseessesseesseessessesssensenses - 0) -
Finance expenses, MetSO GIOUP .......c.cevrirerierieieeiie ettt nee - 0) (0)
Finance income and expenses, Net....................cocooioiiiiiiiiiniiice 26) 28) 29

! In 2017 other financial income includes a gain of EUR 7 million on loan modification.

1.8. Income taxes

Accounting Policy of Income Taxes

Income taxes in the consolidated income statement includes taxes of subsidiaries based on taxable income for the current
period, tax adjustments for previous periods and the changes in deferred taxes. The other comprehensive income statement
(OCI) includes taxes on items presented in OCI. Deferred taxes are determined for temporary differences arising between
the tax base of assets and liabilities and their financial statement carrying amounts, measured using substantially enacted
tax rates.

Carve-out Policy

During the periods presented in these carve-out financial statements, several of the legal entities in Metso Minerals have
operated as separate taxpayers. For these entities the tax charges and the tax liabilities and receivables in the carve-out
financial statements are based on actual taxation.

Some Metso Minerals entities have historically been included in Metso legal entities including operations other than
operations of Metso Minerals or in tax groups consolidated for income tax purposes, where the taxpaying entity was another
Metso Group entity outside of Metso Minerals. During the periods presented, these Metso Minerals entities did not file
separate tax returns. Tax charges in these carve-out financial statements have been determined based on the separate return
method, as if the Metso Minerals entities were separate taxpayers in the jurisdiction of their primary operations. The current
tax provision is the amount of tax payable or refundable based on the Metso Minerals entity’s hypothetical, current-year
separate return and has been recorded as current income tax expense and as a shareholder transaction through invested
equity in the carve-out financial statements. After computing its current tax payable or refund, the Metso Minerals entity
has provided deferred taxes on its temporary differences and on any tax losses that it could claim on its hypothetical return.
Deferred taxes on temporary differences are recognized where such temporary differences exist.

The tax charges recorded in the combined income statement are not necessarily representative of the tax charges that may
arise in the future.
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Estimates and Assessments by Management

Metso Minerals is subject to income tax in its operating countries. Metso Minerals” management is required to make certain
assumptions and estimates in preparing the annual tax calculations for which the ultimate tax consequence is uncertain.
Annually, Metso Minerals has tax audits ongoing in several subsidiaries and recognizes tax liabilities on for anticipated tax
audit issues based on estimate of whether additional taxes will be due. Where the final outcome of these issues is different
from the estimated amounts, the difference will impact the income tax in the period in which such determination is made.

The Components of Income Taxes

EUR million 2018 2017 2016

INCOME taXes fOr CUTTENT YEAT .....vcvviieieieeeieieiiiieeieeeteie ettt (79) 39) (43)
INCOME taXes fOI PrIOT YEAIS ....ccueviuiiiiriirtiieieiteteeteet ettt ettt 2 (10) 0
Change in deferred tax asset and Hability .........ccceecvereecieniecienieee e 4 (3) 5
INCOME EAXES ..ottt st et (72) (5% 3%

The differences between income tax expense computed at the Finnish statutory rate and income tax expense provided on

earnings were as follows:

EUR million 2018 2017 2016
Profit before taxes ..........coooiiiiiiiiiii e 242 128 129
Income tax at Finnish statutory tax rate of 20.0% .......cocoevevevererereeiririerereeeeseeesesereneens (48) (26) (26)
Effect of different tax rates in foreign subsidiaries............ccccecerererenieninieninenenienienene 17) ) (10)
NON-AEAUCHDIE EXPENSES........vvvereriieieieeeeeetetetetee ettt se s bbb 4) 8) ®)
Tax exempt iINCOME OF taX INCENTIVES .....evveruieruiriieieriieiiente et eeeste et eeee st e e saeenees 7 5 7
Foreign non-creditable withholding taXes ..........c.ccoevivieierieiieieiinesieieieeee e ) 1) 4
Deferred tax assets not booked on current year 10SS........ccoeceevereeriiecienienienieeiesieneenes 2) 0 (D
Deferred tax liability on undistributed €arnings ..............c.ccceevevevririieeeeerererereeneeennns @) (1) 1)
Effect of enacted change in taX TateS .......ccoceevierieiierienieniieieste ettt 0 7 0
Reassessment of deferred taxes fOr Prior YEars .........cecveeeeceerieeienieeierieeieneeeeesee e 0 0 0
Income tax fOr Prior YEAIS | .....c.coveiiiiiitiieieiieit ettt 2 (10) 0
ONET..o.veietieeie ittt bttt ettt (2) (4) 2
INCOME tAXES ..o (72) (38 3%
! Year 2017 includes EUR 15 million tax charge due to reassessment decision by Finnish tax authorities for years 2011-2016.
Tax Effects of Components in Other Comprehensive Income
2018 2017 2016
Before After Before After Before After
EUR million taxes Tax taxes taxes Tax taxes taxes Tax taxes
Cash flow hedges........ccoeeueerinnicccccnnnnee 1) 0 €8 2 0 2 2) 0 2)
Defined benefit plan actuarial gains (+) /
L PO 1 0 1 1 3) ©) 2 0 2
Currency translation on subsidiary net
INVESTMENES ..voveeieeiieiceieeee e (15) - (1s) (29) - (29) 21 - 21
Total comprehensive income (+) / expense
5 T (1s) 0 (15 (26) (3) (29) 21 0 21
CUITENE AX .t 0 0 0
Deferred tax .......coeeverererieiererinnneeeeerneeeenes 0 (3) 0
TOAL ceeeeeicc e 0 3) 0
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Accounting Policy of Deferred Taxes

The deferred tax asset or liability is determined for temporary differences arising between the tax bases of assets and
liabilities and their financial statement carrying amounts using the substantially enacted tax rates expected to apply in future
years. Typical temporary differences arise from provisions, depreciation and amortization expense, inter-company
inventory margins, defined benefit plans and tax loss carry forwards. Deferred tax liabilities are recognized in the balance
sheet in full, and the deferred tax assets are only recognized if it is probable there will be taxable income in the future
against which deferred tax can be used. Deferred tax assets are set off against deferred tax liabilities if they relate to taxes
levied by the same taxation authority.

Estimates and Assessments by Management

In determining the deferred tax assets and liabilities, Metso Minerals is required to make certain assumptions and estimates
on in particular future operating performance and the taxable income of subsidiaries, recoverability of tax loss carry-
forwards and potential changes of tax laws in jurisdictions where Metso Minerals operates. A deferred tax liability based
on foreign subsidiaries undistributed earnings has been provided only where Metso Minerals management has elected to
distribute such earnings in the coming years and the distribution is subject to taxation. Because the tax consequences are
difficult to predict, the deferred tax asset and liabilities may need to be adjusted in coming financial years, which will have
an impact in the period in which such determination is made.

Reconciliation of Deferred Tax Balances

Charged to Charged to Acquisitions

income shareholders’ and Translation
EUR million January 1 statement equity disposals differences December 31
2018
Deferred tax assets
Tax losses carried forward...........cccceueruenene 11 %) 0 - 0 6
Intangible assets and property, plant and
CQUIPIMENL ..ttt eeerenenens 5 8 - - - 13
INVENLOTY ..ot 23 6) - - - 17
Provisions. 20 3) - - - 17
Accruals ................. 5 (1) - - 2 6
Pension related items . 0 10 5) - - 5
Other ... 20 1 1 0 (&) 21
Total deferred tax assets ..........coccevvereeruennene 84 4 4) - 1) 85
Offset against deferred tax liabilities ......... (10) 6 - - - (4)
Net deferred tax assets ..............cccoeeverennene 74 10 (€] 0 ()] 81
Deferred tax liabilities
Purchase price allocations..........cccccceeereeneee. 9 5) 0 4 - 8
Intangible assets and property, plant and
CQUIPIMENL ...ttt 5 (1) - - 1 4
OHET. oo 13 6 0 1 @ 18
Total deferred tax liabilities............ccoo....... 27 0 0 5 1) 30
Offset against deferred tax assets .............. (10 6 - - - “4)
Net deferred tax liabilities.......................... 17 6 0 5 (€))] 26
Deferred tax assets, net ............................... 57 4 G ©) 0] 55
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Charged to Charged to Acquisitions
income shareholders and Translation
EUR million January 1 statement ’ equity disposals differences December 31
2017
Deferred tax assets
Tax losses carried forward...........ccccccceeennnenee 10 1 0 - 0 11
Intangible assets and property, plant and
CQUIPICTL ...t 7 2) - - 0 5
INVENtOTY ..o 31 (6) - - 2) 23
ProviSions.......ccceueveueenininieiereiinireeeceneeeenen 19 1 - - 20
Accruals 13 (6) - - €8 5
7 0 (7) - - 0
24 (1) 1) 0 2) 20
110 (13) (®) 0 (5) 84
Offset against deferred tax liabilities ............ 19 9 - - - (10)
Net deferred tax assets ................cccceeveruenene 92 “) ®) 0 o) 74
Deferred tax liabilities
Purchase price allocations ...........ccccccceeurenenee 7 (1) - 3 - 9
Intangible assets and property, plant and
CQUIPIMENL. ...ceeneinieiiieieteiee e 7 2) - - €))] 5
OtheT ..o 15 @) - - @ 13
Total deferred tax liabilities ' ...... 29 ) - 3 €))] 27
Offset against deferred tax assets ................. (19) 9 - - - (10)
Net deferred tax liabilities........................... 10 4 - 3 @ 18
Deferred tax assets, net ............................... 81 ® ®) A [©) 57
! Metso Minerals has reclassified the presentation of deferred tax assets and liabilities on a gross basis and the opening balance line items have been
adjusted accordingly.
Charged to Charged to Acquisitions
income shareholders and Translation
EUR million January 1 statement ’ equity disposals differences December 31
2016
Deferred tax assets
Tax losses carried forward............cocecvrveunnne. 11 (1) 0 0 10
Intangible assets and property, plant and
CQUIPIMENL....cvevenieiinieiiieieiee e 6 1 - - - 7
INVENLOTY .t 39 (10) - - 2 31
Provisions.. 15 4 - - - 19
Accruals .......cooo.e... 7 5 - - 1 13
Pension related items.. 4 4 (1) 0 - 7
24 0 0 0 0 24
105 3 (1) 0 3 110
Offset against deferred tax liabilities ............ (16) (3) - - - 19
Net deferred tax assets ...................cocveuenen. 89 0 (1) 0 3 92
Deferred tax liabilities
Purchase price allocations .............cceceeveenene 7 0 - - - 7
Intangible assets and property, plant and
CAUIPIMENL. ...t 9 2) - - - 7
OFheT . 15 0 - - - 15
Total deferred tax liabilities ' ..........ccccevunnene 31 2) - - - 29
Offset against deferred tax assets ................. (16) (3) - - - (19)
Net deferred tax liabilities........................... 15 (5) - - - 10
Deferred tax assets, net ............................... 74 S ¢Y) 0 3 81

! Metso Minerals has reclassified the presentation of deferred tax assets and liabilities on a gross basis and the opening balance line items have been

adjusted accordingly.

Deferred tax liability on undistributed retained earnings in subsidiaries will be recognized when the dividend distribution
is probable in the near future and it will cause a tax impact. Undistributed retained earnings, of which deferred tax liability
is not recognized amounted to EUR 56 million in 2018, EUR 113 million in 2017 and EUR 104 million in 2016.
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2. Operational Assets and Liabilities

2.1 Net Working Capital and Capital Employed

Net Working Capital

EUR million 2018 2017 2016

INVEIEOTIES ..ttt sttt st 790 612 555
Trade receivables..........cooeviveneiiinenenceee 501 424 405
Other non-interest bearing receivables............... 290 225 272
Customer contract assets and liabilities, net (18) 8 12
Trade payables........ccccveevereenenieienenieiceiee (375) (298) (240)
AdVANCES TECEIVE. .....eitiiiiiieiieiteeiete ettt ettt sttt st nbe e (189) (171) (165)
Other non-interest bearing liabilities ..............cccocovrveveereveiereeeeeeeeeeeeeeeensns (370 (342) (354)
Net working capital ... 629 458 486

Capital Employed

EUR million 2018 2017 2016

Net WOTKINgG CapItal .....ccvieveriiiieiieieiesieetere et eee et ereesseneeas 629 458 486
Intangible assets 526 515 505
Property, plant and eqUIPMENt..........ccoeiiirereieieere et 247 233 251
NON-CUITENT INVESLMENLS ...c.vievineeiieiieteeteieeiet ettt eese ettt eee s seesaens 7 3 2
Interest bearing receivables.... 109 124 184
LiqUid fUNAS ..cveieieee et 325 701 644
TaX 1eCeIVADIES, NET.......ccuiiiiiieiieiie ettt e 18 27 55
Interest Payables, NEt......ccvevvieieieriieieii ettt e b sreerbesbeesaenseens (%) (6) (5)
Capital employed............ocooiiiiiiiiiiii e 1,856 2,055 2,122

2.2. Trade Receivables

Accounting Policy

Trade receivables are invoiced receivables from customers related to Metso Minerals’ ordinary business transactions.
General payment terms are typically from 30 days to 90 days and they are non-interest bearing receivables. Trade
receivables are initially recognized at recoverable value and subsequently valued at amortized cost. If exceptionally over
360 days payment term has offered to a client, the invoiced amount is discounted to its fair value.

Metso Minerals may enter an agreement to sell trade receivables. Trade receivable will be derecognized as payment has
been received and there is certainty that credit risk and other risks and rewards have been transferred to a third party.

Receivables from customer contracts are recognized receivables related to sales recognition over time, at the time when
performance obligation satisfied by Metso Minerals exceeds the amount invoiced from the client. These receivables will
be invoiced according to invoicing schedules in the client contract. See note 1.2.

Metso Minerals applies the IFRS 9 simplified approach to measuring expected credit losses, which uses a lifetime expected
loss allowance to be assessed and recognized regularly. Credit loss risk related to customer contract assets is for material
part covered with the advance payments received from the clients.

Based on the analysis of previous year’s credit losses by aging category and nature, as well as macroeconomic outlook in
the near future, Metso Minerals recognize credit loss allowance on trade receivables within the range: 0.2% undue-5% up
to 180 days overdue. From 180 days overdue trade receivables impairment is assessed individually, but without any credit
guarantee, collateral or similar assurance on the recoverability, credit loss provision of at the minimum 25% (over 180
days) and 100% (over 360 days) will be recognized. Trade receivables are written off when there is no reasonable
expectation of recovery. Probability of bankruptcy, other financial reorganization or similar situation indicating insolvency
of the client trigger final write off.

Metso Minerals applied IAS 39 standard for the years 2017 and 2016 (see note 5.6).
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Estimates and Assessments by Management

Estimate on expected credit losses and credit loss provision to be recognized are based on management’s best judgement.
The judgement is based on earlier experience on past years credit losses and current economic outlooks and client segment
and location information. Trade receivables are collected actively, and possible impairment analyzed regularly by
businesses and Metso Minerals legal units, and necessary actions to secure the receivables are made by the management.
When credit loss provision of a trade receivable is assessed individually, collateral, credit guarantees, financial position of
client and earlier payment behavior.

EUR million 2018 2017 2016

Trade T€CEIVADIES. ......cveeeuveeceeeeie ettt eae e ens 484 409 376
Trade receivables, MetSO GIOUD. ......ccceveeririirerieieiceiesie e 8 8 23
Trade receivables fOr SAlE..........ooveevieciiieeeeeeeee e 9 7 6
CUSTOMET CONIACT ASSELS ..evieveeeeeeeeeeeeeeeeeeeeereeeeeteeeeeeeeeeeaeesesseeseeeseseresnens 82 66 67
TOtAL ...t eaneas 584 490 471

Provision on Trade Receivables by Ageing Category

2018 2017 2016

Trade of which Trade of which Trade of which
EUR million receivables provided receivables provided receivables provided
Undu€....c.oooevveeeeeeeceeeene. 362 1 289 - 283 0
overdue 1-30 days................ 81 0 68 - 67 -
overdue 31-180 days............ 54 2 60 1 48 2
overdue 181-360 days.......... 9 2 8 3 11 3
overdue 360— days............... 23 23 43 40 34 33
Total...........coooeevveiieeieen, 529 27 468 45 443 38

Realized write-offs amounted to EUR 3 million in 2018, EUR 11 million in 2017 and EUR 3 million in 2016.

Provision for Impairment of Trade Receivables

EUR million 2018 2017 2016

Accumulated provision January 1 ...........ccocovireieiniiniinineeeee e 32 38 30
Adjustment to the opening balance - (12) -
Impact in iINCOME StAtEMENL.........erueeriiruieierierieieeitee et 3) 8 4
Currency rate differences ........oeoererieririeneree e 1) 2) 0
Other CRANEE ... nene 0 1 3
Accumulated provision December 31 ..........ccc.coceiiniiiiniininieee. 27 32 38

2.3. Other Receivables

Accounting Policy

Other non-interest bearing receivables are recognized in the balance sheet at fair value which can be subsequently written
down due to impairment. The impairment is expensed under selling, general and administrative expenses.

Estimates and Assessments by Management

Metso Minerals’ policy is to calculate an impairment loss based on the best estimate of the amounts that are potentially
uncollectable at the balance sheet date. Metso Minerals’ management actively monitors the amount of receivables past due
globally and initiates action as necessary.

Metso Minerals — Carve-out Financial Statements 2016, 2017 and 2018 29




NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

2018 2017 2016
Non- Non- Non-

EUR million current Current Total current Current Total current Current Total
Derivative financial instruments. 3 9 12 2 12 13 8 8 16
Deferred tax assets...........ccoeee.. 81 - 81 74 - 74 90 - 90
Income tax receivables ............... - 21 21 - 37 37 - 19 19
Other receivables ...........ccenee...

Prepaid expenses and accrued

INCOME ...t - 33 33 - 32 32 - 34 34

VAT, payroll tax and social

charge receivables...........cc....... - 60 60 - 56 56 - 68 68

Pension assets 15 - 15 16 - 16 18 - 18

Other receivables ..................... 23 9 32 12 14 26 14 18 32

Other receivables total ............. 38 102 140 28 101 129 32 120 152

Prepaid expenses and accrued

income, Metso Group .............. - 0 0 - 0 0 - 0 0

Other receivables,

Metso GIoup ......c.coeeeveveeueeenencne 137 1 138 83 0 83 104 1 105

Other receivables total, Metso

GIOUD vt 137 1 138 83 0 83 104 1 105
Non-interest bearing
receivables total........................ 259 133 392 186 150 336 233 148 382

Other non-interest bearing receivables included EUR 14 million in 2018, EUR 16 million in 2017 and EUR 16 million in
2016 of Brazilian tax credits arising from delivery of goods and transfer of services (ICMS) recognized by local
subsidiaries. Of that amount EUR 1 million in 2018, 2 million in 2017 and 1 million in 2016 was classified as long term.
More information on derivatives, see note 4.8.

2.4. Inventory

Accounting Policy

Inventories are valued at the lower of historical cost calculated or net realizable value. Costs are measured on a weighted
average cost basis and include purchase costs as well as transportation and processing costs. The costs of finished goods
include direct materials, wages and salaries plus employer social contributions, subcontracting and other direct costs, as
well as a portion of production and project administration overheads. Net realizable value is the estimated amount that can
be realized from the sale of the asset in the normal course of business less costs to sell.

Inventories are shown net of a provision for obsolete and slow-moving inventories. Metso Minerals’ policy is to maintain
a provision for slow-moving and obsolete inventory based on the best estimate of such amounts at the balance sheet date.
An obsolescence provision is charged to income statement in the period in which the obsolescence is determined. Estimates
are based on a systematic, on-going review and evaluation of inventory balance.

Trade-in equipment received is recorded as inventory at the lower of cost or net realizable value.

Estimates and Assessments by Management

Inventory valuation requires management to make estimates and judgements particularly relating to obsolescence and
expected selling prices in different market conditions. It also entails management’s assessment of general market trends in
global markets.

EUR million 2018 2017 2016

Materials and SUPPLIES ......ceruiruieriiriieiieiieie sttt ettt 105 83 69
WOTK I PIOCESS....veeuteiieiieiietieie et ettt ettt ettt steete st e e s bt estesbeenbesseensesaeensesseensens 180 136 113
FiniShed PrOQUCLS ........c.ovveeevieeeeeeeeeee e ees s 505 392 373
INVENEOTIES ..ottt ettt 790 612 555

The cost of inventories recognized as expense amounted to EUR 1,840 million in 2018 and EUR 1,596 million in 2017 and
1,478 in 2016.
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Changes in Provision for Inventory Obsolescence

EUR million 2018 2017 2016

Balance at beginning 0f YEar .........cc.coueeieiiirininiiicieeneeec e 57 58 54
Impact of XChANZE TALES .......c.eviriiriiiiieiiii e e 1) “4) 2
Additions charged to expense . 5 8 9
USEA IESCTVE ..nvievenieeiieieeetete et ete st et e s teestesteesbesseessesseessesseessesseensesssensesssensenssensesseenss 0 1 3)
Deductions / other additions..............coveveevevreeueeeieeeee e eeeee et ees e ) (5) (4)
Balance atend of year ... 53 57 58

2.5. Trade and Other Payables

Accounting Policy

The fair values and carrying amounts of trade and other payables are considered to be the same due to the short-term
maturities. The maturities of the current non-interest bearing liabilities rarely exceed six months. The maturities of trade
payables are largely determined by trade practices and individual agreements between Metso Minerals and its supplier.

Accrued personnel costs, including holiday pay, are settled in accordance with local laws and regulations

2018 2017 2016
Non- Non- Non-
EUR million current Current Total current Current Total current Current Total
Trade payables.........ccoceveverevrrennne - 374 374 - 297 297 - 232 232
Trade payables, Metso Group. - 1 1 - 1 1 - 8 8
Other payables: .......c.cccceceeenene
Accrued interests.......... - 5 5 - 7 7 - 6 6
Accrued personnel costs .. . - 87 87 - 68 68 - 66 66
Accrued project Costs........c.coueuenee. - 53 53 - 30 30 - 35 35
VAT, payroll tax and social charge
Payables.....c.covurveueineccee - 33 33 - 29 29 - 26 26
Other payables . 2 32 34 2 37 39 2 9 11
Other payables total ...........cccovuruenee 2 210 211 2 171 173 2 142 144
Derivative instruments..................... - 13 13 - 9 9 - 20 20
Other payables, Metso Group.......... 6 (0) 6 6 1 7 6 0 6
L) SR 8 598 605 8 479 486 8 403 411
2.6. Provisions
Accounting Policy

Provisions are recognized when the Group has a legal or constructive obligation as a result of a past event, and it is probable
that financial benefits will be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation.

Provisions, for which settlement is expected to occur more than one year after the initial recognition, are discounted to their
present value and adjusted in subsequent closings for the time effect.

Warranty and Guarantee Provisions

Metso Minerals issues various types of contractual product warranties under which it generally guarantees the performance
levels agreed in the sales contract, the performance of products delivered during an agreed warranty period and services
rendered for a certain period or term. The provision for estimated warranty costs is based on historical realized warranty
costs for deliveries of standard products and services in the past. The typical warranty period is 12 months from accepted
delivery. The adequacy of provisions is assessed periodically on a case by case basis.
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Restructuring and Capacity Adjustment Costs

A provision for restructuring and capacity adjustment costs is recognized only after management has approved, committed
to and started to implement a formal plan. Employee termination benefits are recognized after the representatives of
employees or individual employees have been informed of the intended measures in detail and the related compensation
packages can be reliably measured. The costs included in a provision for capacity adjustment are those costs that are either
incremental or incurred as a direct result of the plan or are as the result of a continuing contractual obligation with no
continuing economic benefit to Metso Minerals or a penalty incurred to cancel the contractual obligation. Restructuring
and capacity adjustment expenses are recognized in either cost of goods sold or selling, general and administrative expenses
depending on the nature of the restructuring expenses. Restructuring costs can also include other costs incurred as a result
of the plan, which are recorded under other operating income and expenses, net, such as asset write-downs.

Environmental Remediation Costs

Metso Minerals recognizes provisions associated with environmental remediation obligations when there is a present
obligation as a result of past events, an outflow of resources is considered probable and the obligation can be estimated
reliably. Such provisions are adjusted as further information develops or circumstances change. Recoveries of
environmental remediation costs from other parties are recorded as assets when their receipt is deemed virtually certain.

Provision for loss Making Projects

A provision for loss making projects is booked when the costs needed to settle the performance obligations of the contract
exceed the consideration to be received. Such a provision for the unrecognized portion of the loss is recognized immediately
when these conditions have been met and is revised according to the progress of the project.

Estimates and Assessments by Management

Provisions booked require management to estimate the future costs needed to settle the obligations and to estimate the
possible outcomes of claims or lawsuits. The outcome depends on future development and events, so the final costs needed
and timing to settle the obligation may differ from the initial provision estimated.

For larger and long-term delivery projects and sales involving new technology, additional warranty provisions can be
established on a case by case basis to take into account the potentially increased risk.

2018 2017 2016
Non- Non- Non-
EUR million current Current Total current  Current Total current  Current Total
Warranty and guarantee provision. 0 47 47 - 45 45 - 36 36
Restructuring provision ................. 0 5 5 1 11 11 1 28 29
Environmental remedial provision 0 0 1 0 0 1 0 0 0
Other provisions ' ........cococeeeveruerrerernnn. 26 8 34 34 9 43 37 11 43
Total ... 27 59 86 35 66 100 38 75 114

! Includes provisions related to lawsuit, personnel liabilities and provisions for loss making projects.
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Changes in Provisions

2018
Warranty and Environmental
guarantee Restructuring remediation
EUR million provision provision provision Total
Carrying value at January 1.......ccccceceeeenene 45 11 1 57
Impact of exchange rates 0 0 0 0
ACQUISTEIONS. ..uveiieieiieieieeieieece e - - - -
Addition charged to eXpense ............cocceveuee 28 2 31
Used IeSeIVe...c..cuveueeeivienieiciceeerceanne (14) ) 0) (21)
Reversal of reserve / other changes (13) 2) - as)
Carrying value at December 31................. 4 5 1 52
2017
Warranty and Environmental
guarantee Restructuring remediation
EUR million provision provision provision Total
Carrying value at January 1.........ccoecvecvennnne 36 29 0 65
Impact of exchange rates 2) 2) 0) ()}
ACQUISTHONS. ..ot - - - -
Addition charged to expense ...........c.cc..c...... 36 0 0 37
USEd TESCIVE ..veeviieeieeieeeiee et (23) (16) - 38)
Reversal of reserve / other changes.............. ®) 0 - 2
Carrying value at December 31................. 45 11 1 57
2016
Warranty and Environmental
guarantee Restructuring remediation
EUR million provision provision provision Total
Carrying value at January 1.......cccceeeeienene 37 19 1 56
Impact of exchange rates.........cc.ccceveevuennenne 1 0 0 1
ACQUISTEIONS. ..cuveiieierieeieiieeeieecee e - - - -
Addition charged to expense .. 31 27 - 58
USEd IESETVE ...c.veneneiiiiriiieeccceie e (18) (16) 0) (34)
Reversal of reserve / other changes.............. (15) 2 0 a4
36 29 0 65

Carrying value at December 31

2.7. Post-employment Obligations

Accounting Policy

Metso Minerals has several different pension schemes in accordance with local regulations and practices in countries where
it operates. In certain countries, the pension schemes are defined benefit plans with retirement, disability, death, and other
post-retirement benefits, such as health services, and termination income benefits. The retirement benefits are usually based
on the number of service years and the salary levels of the final service years. Metso Minerals has both defined contribution
and defined benefit schemes. The schemes are generally funded through payments to insurance companies or to trustee-
administered funds. Other arrangements are unfunded with benefits being paid directly by Metso Minerals as they fall due.
All arrangements are subject to local tax and legal restrictions in their respective jurisdictions.

In the case of defined benefit plans, the liability recognized from the plan is the present value of the defined benefit
obligation as of the balance sheet date less the fair value of the plan assets. Independent actuaries calculate the defined
benefit obligation by applying the projected unit credit method under. The present value of the defined benefit obligation
is determined by discounting the estimated future cash flows using the interest rates of high-quality corporate bonds that
are denominated in the currency in which the benefits will be paid, and having maturity approximating to the terms of the
related pension obligation. The cost of providing retirement and other post-retirement benefits to personnel is recognized
in the income statement concurrently with the service rendered by personnel. Net interest is recorded through financial
income and expenses in the income statement. Actuarial gains and losses arising from experience adjustments and changes
in actuarial assumptions are recognized through other comprehensive income (OCI) in shareholders’ equity in the period
in which they arise. Past service costs, gains and losses on curtailments or settlements are recognized immediately in the
income statement.

The contributions to defined contribution plans and multi-employer and insured plans are recognized in the income
statement concurrently with the payment obligations.
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Estimates and Assessments by Management

The present value of the pension obligations is based on annual actuarial calculations, which use several assumptions such
as the discount rate and expected return on assets, salary and pension increases and other actuarial factors. As a result, the
liability recorded on Metso Minerals’ balance sheet and cash contributions to funded arrangements are sensitive to changes.
Where the actuarial experience differs from those assumptions gains and losses result and are recognized in OCI. Sensitivity
analyses on the present value of the defined benefit obligation have been presented in the tables. Assets of Metso Minerals’
funded arrangements are managed by external fund managers. The allocation of assets is reviewed regularly by those
responsible for managing Metso Minerals’ arrangements based on local legislation, professional advice and consultation
with management, based on acceptable risk tolerances.

Metso Minerals’ Pension and Other Post-employment Plans

Pension arrangements in the US, Canada, Germany and the UK together represent in years 2016-2018 78 percent, 80
percent and 82 percent of Metso Minerals’ defined benefit obligation and 75 percent, 77 percent and 80 percent of its
pension assets. These arrangements provide income in retirement which is substantially based on salary and service at or
near retirement. In the US and Canada annual valuations are carried out to determine whether cash funding contributions
are required in accordance with local legislation. In the UK, Metso Minerals’ defined benefit pension arrangement is closed
to future accrual. Plan assets are held by a separate pension fund and are administered by a board of trustees. Cash
contributions are determined on a triennial basis in accordance with local funding legislation, with the level of cash
payments being agreed between the trustees and Metso Minerals. Defined benefit pension arrangements in Sweden are
offered in accordance with collective labor agreements and are unfunded.

Assets of Metso Minerals’ funded arrangements are managed by external fund managers. The allocation of assets is
reviewed regularly by those responsible for managing Metso Minerals’ arrangements based on local legislation,
professional advice and consultation with Metso Minerals, based on acceptable risk tolerances.

The expected contributions to plans in 2019 are EUR 5 million. In years 20162018 Metso Minerals paid contributions to
defined benefit plans EUR 10 million, EUR 7 million and EUR 6 million.

The Amounts Recognized as of December 31 in the Balance Sheet

2018 2017 2016
Other Other Other
post- post- post-
Pension employment Pension employment Pension employment
EUR million benefits benefits Total benefits benefits Total benefits benefits Total
Present value of funded
Obligations........ccvveeeecmceemcierennnn 164 - 164 185 185 206 - 206
Fair value of plan assets............. (180) - (180) (203) (203) (222) - (222)
(16) - (16) (18) (18) (16) - (16)
Present value of unfunded
0bligations.......ccoeeevienieemeienennnn 32 25 57 34 27 61 32 35 67
Unrecognized asset.................... 1 - 1 1 - 1 1 - 1
Net liability recognized............ 17 25 42 17 27 44 17 35 52
Amounts in the balance sheet:
Liabilities ......ccocevverrierrieenieceenes 32 25 57 34 27 60 37 33 70
Assets 15 - 15 16 - 16 18 - 18
17 25 42 17 27 44 19 33 52

Movements in the Net Liability Recognized in the Balance Sheet

Pension benefits and other post-employment

benefits

EUR million 2018 2017 2016

Net liability at beginning of Year.........cccceveeieririieiinieienieeieseeeeeeeseeeee 44 52 57
Net expense recognized in the income statement ............ccccceeeeeneeiennenne 5 4 5
Employer contributions ........c..c.cceccvveveircnennnne e ©6) @) (10)
Gain (+) / loss (-) recognized through OCl...........cccccvininininiinininene. 1 3) 4)
Translation differences.........coovvveieiririieieieieieseeieieeee e (2 (2 4
Net liability at end of year............c..ccccooviiiiiiiiiiineeee, 42 44 52
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The Amounts Recognized in the Income Statement

EUR million

Employer’s current service cost
Net interest on net surplus (+) /
deficit (-) .. .
Settlements.. .
Recognition of past service cost
(+) / credit (-) .. .
Administration costs paid by th

SCHEME .o

Expense (+) / income (-)
recognized in income
statement..................coceeiinns

2018

2017

2016

Pension
benefits

Other post-
employment

benefits

Total

Pension
benefits

Other post-
employment

benefits

Total

Pension
benefits

Other post-
employment

benefits

Total

0

1

3

0
0

0

1

3

[ =l

0

1

The amounts Recognized Through OCI

EUR million

- Return on plan assets,
excluding amounts included in
interest expense (+) / income

3
liabilities due to change in
financial assumptions
- Actuarial gain (-) / loss (+) o
liabilities due to change in
demographic assumptions ......
- Actuarial gain (-) / loss (+) on
liabilities due to experience....
- Gain (-) / loss (+) as result of
asset ceiling......cceevvvverecnennnee
Total gain (-) / loss (+)
recognized through OCI ..........

2018

2017

2016

Pension
benefits

Other
post-
employment
benefits

Total

Pension
benefits

Other
post-
employmen

th fits

Total

Pension
benefits

Other
post-
employment
benefits

Total

(N

()

()

©)

0

()
0

1)

()
(%)

1)

()
(%)

(25

21

(3)

(25)

22

3)

()

)

A3)

A3)

)

“4)

The Changes in the Value of the Defined Benefit Obligation

EUR million

Defined benefit obligation at
beginning of year..........c.cccoeueune
Other adjustment to present

Employer’s current service cost
Interest COSt......ccovvvreiiiiiiininnns
Plan participant contributions....
Past service cost (+) / credit (-)..
- Actuarial gain (-) / loss (+)
due to change in financial
assumptions ...
- Actuarial gain (-) / loss (+) on
liabilities due to change in
demographic assumptions .....
- Actuarial gain (-) / loss (+)
due to experience..
Settlements..
Benefits  paid
arrangement ............ooeeeeiiiiiiennn
Benefits paid direct by employer

Translation differences ..............
Defined benefit obligation at
end of year ..o

2018

2017

2016

Pension
benefits

Other
post-
employment
benefits

Total

Pension
benefits

Other
post-
employment
benefits

Total

Pension
benefits

Other
post-
employment
benefits

Total

219

—_—O W N
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3)
0
a7

3)
O
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0
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1
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()
1

246

—_—o AN O
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a7
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243
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()

(3)
(6)

(11
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©)
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(11
(6)
(13)

233

OO oW O

21

3)
©)

1)
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M

33

1 © oo

266

OO oW O

22
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1)
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M
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27
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The Changes in the Fair Value of the Plan Assets During the Year

Pension and other post-employment

benefits total

EUR million 2018 2017 2016

Fair value of assets at beginning of Year ...........cccoceriririniieiereeeeeeee 203 222 210
INLEreSt INCOIME ON ASSELS .....veeiuvieetieereeereeereeeteeeeteeeteeeeteeeeeeeseeeteeeseeeseeenseeseeareeeeseean 5 6 7
Return on plan assets excluding interest income .. (10) 2 25
Assets distributed on SEtICMENLS. ...........ocoiuiiiiiiiieeiie et - (6) @)
EMPlOyer CONIIDULIONS .....c..ieuieieriieieiieiesie ettt sttt et seeeae e eneeseean 6 7 10
Plan participant contributions 0 0 0
Benefits paid from the arrangements...........ceceeveevererienieieeneeiesie e ee e a7 (11) (11)
Benefits paid direct by emMPlOYer......coccvevieriierieriieieieeieie ettt %) (6) %)
Administration expenses paid from the scheme ...........ccoccvevvevencieniecienecieeceeeen 0 0 0
Translation differenCes ........c..oiiiviiiiiiiieeiee et @) (10) an
Fair value of assets at end of year ............c...coooiiiiiiiiniiiie 180 203 222

The Major Categories of Plan Assets as a Percentage of Total Plan Assets as at December 31
2018 2017 2016
Quoted Unquoted Total Quoted Unquoted Total Quoted Unquoted Total

Equity securities 12% 0% 12% 15% 0% 15% 28% 0% 28%
Bonds 22% 3% 25% 17% 2% 19% 24% 2% 26%
Property... 2% 0% 2% 2% 1% 3% 1% 0% 1%
[OF: 1) s I 1% 0% 1% 1% 0% 1% 1% 0% 1%
Insurance contracts ... 2% 15% 17% 1% 18% 20% 2% 15% 17%
Other oo 26% 17% 43% 4% 39% 43% 3% 25% 28%
Total .. 65% 35% 100% 40% 60% 100% 58% 42% 100%

As at 31, December 2016, 2017 and 2018 there were no plan assets invested in affiliated or property occupied by affiliated

companies.

The Principal Actuarial Assumptions at December 31 Expressed as Weighted Average

Benefit obligation:

Discount rate ..........c........
Rate of salary increase ......
Rate of pension increase

Expense in income statement:

DISCOUNT TALE .......eiuiiiiiiiieeeccee ettt
Rate Of SAlary INCTEASE .....cc.eevieriieiiitieierieetet ettt ettt
Rate Of PENSION INCTEASE ......evervieueitieiierieeiiet ettt sttt sttt et s e b eas

2018 2017 2016
3.52% 3.18% 3.35%
2.54% 2.36% 3.11%
2.13% 2.24% 1.95%
....... 3.18% 3.18% 3.75%
....... 2.69% 2.69% 2.69%
....... 2.04% 2.04% 2.04%

The Weighted Average Life Expectancy Used for the Major Defined Benefit Plans

Life expectancy at age of 65 for a male
member currently aged 65

Life expectancy at age of 65 for a male
member currently aged 45

In years 2018 2017 2016 2018 2017 2016
United Kingdom.............ooovvveeeceree. 219 22.1 222 233 235 239
United States .....vvvveeeerererrreeeerersen 21.8 20.7 20.9 22.8 22.6 225
CANAAR. oo 20.7 21.7 214 223 22.8 22.0

Life expectancy is allowed for in the assessment of the Defined Benefit Obligation using mortality tables which are
generally based on experience within the country in which the arrangement is located with (in many cases) an allowance

made for anticipated future improvements in longevity.

Sensitivity analyses on present value of Defined Benefit Obligation in below table presents the present value of the Defined
Benefit Obligation when major assumptions are changed while others held constant.
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Sensitivity Analyses
2018 2017 2016
Pension Other Total Pension Other Total Pension Other Total

Discount rate

Increase of 0.25% .....ccecvevenennee (7.4) (0.6) (8.0) (8.6) (0.6) 9.2) 9.7) (0.8) (10.5)

Decrease 0f 0.25%....ccocvvenene. 7.8 0.6 8.4 9.0 0.7 9.7 10.3 0.8 11.1
Salary increase rate

Increase of 0.25% 0.1 0.1 0.2 0.2 0.1 0.3 0.3 0.1 0.4

Decrease of 0.25% 0.1) 0.1) 0.2) 0.1) 0.1) 0.2) 0.3) 0.1) 0.4)
Pension increase rate

Increase of 0.25% 2.8 - 2.8 32 - 32 3.7 - 3.7

Decrease of 0.25% (2.5) - (2.5) 3.1 - (3.1) (3.4) - (3.4)
Medical cost trend

Increase of 0.25% ....ccceevevenennne - 1.1 1.1 - 1.0 1.0 - 1.7 1.7

Decrease 0f 0.25%....ccccvvenene. - (1.0) (1.0) - (1.0) (1.0) - (1.4) (1.4)
Life expectancy

Increase of one year................. 13.1 0.8 13.9 13.9 0.7 14.6 14.5 0.7 15.2

Decrease of one year................ (12.9) (0.8) (13.7) (13.7) 0.7) (14.4) (14.2) 0.7) 14.9

Weighted average duration of Defined Benefit Obligation expressed in years:

2018 2017 2016
In years Pension Other Total Pension Other Total Pension Other Total
At December 31 ......cccccceeeee 11.4 9.5 11.2 12.0 10.1 11.8 12.4 10.0 12.2
3. Intangible Assets and Property, Plant and Equipment

3.1 Goodwill and Other Intangible Assets

Accounting policy
Goodwill and other intangible assets with an indefinite useful life

Recognized goodwill represents the excess of acquisition costs over the fair value of net identified assets acquired and
liabilities assumed and the fair values of previously owned interests and non-controlling interests. Goodwill is allocated to
cash-generating unit (CGUs), which is the Minerals business. When Metso Minerals reorganizes its reporting structure,
goodwill is reallocated to the cash generating units affected based on their relative fair values at the time of the
reorganization. The carrying value of goodwill is tested with the CGU’s value in use or CGU’s fair value less costs of
disposal, when appropriate. Previously recognized impairment losses on goodwill are not reversed.

Other intangible assets with an indefinite useful life, such as brand values, are not amortized. Currently such assets are
tested for impairment annually as part of the CGU tested for impairment. Previous losses on impairment are only reversed
to the extent that the new carrying amount of the assets does not exceed the carrying amount the asset would have had, if
the asset had not been impaired.

Other intangible assets

Other intangible assets with a definite useful life, mainly trademarks, patents, licenses, IT software or acquired order
backlog are measured at costs less accumulated amortizations and impairment losses.

Amortization of intangible assets

Amortization of intangible assets with a definite useful life is calculated on a straight-line basis over the useful life of the
assets as follows:

Patents and licenses 5-10 years
Computer software 3-5 years
Technology 3—15 years

Customer relationships  3—12 years
Other intangible assets < 1-15 years
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The carrying value of intangible assets subject to amortization is reviewed for impairment whenever events or
circumstances indicate that the carrying amount of an asset may not be recoverable. A previously recognized impairment
loss may be reversed if there is a significant improvement of the circumstances having initially caused the impairment, but
not to a higher value than the carrying amount, which would have been recorded had there been no impairment in prior

years.

Research and development expenses comprise salaries, administration costs, depreciation and amortization of tangible and
intangible assets and they are mainly recognized as incurred. When material development costs meet certain capitalization
criteria under IAS 38, they are capitalized and amortized during the expected useful life of the underlying technology.

Goodwill and Other Intangible Assets

Other
Patents and  Capitalized intangible Intangible
EUR million Goodwill licenses software assets assets total
2018
Acquisition cost at beginning of year..................... 446 30 76 101 651
Translation differences..........cccceevennenne (1) (0) 0) 1 0)
Business acquisitions..... 17 0 0 7 24
Capital expenditure........ - 2 1 1 3
Reclassifications ..... - - 1 @)) 0
Other changes ..........cccocceeevennne. 0 (3) ) 1) (&)
Acquisition cost at end of year....................coc... 462 29 75 108 674
Accumulated amortization at beginning of year .... - 21 (62) (53) (136)
Other changes ..........ccceceverereieireseeeeeee e - 2 2 0 4
Amortization charges for the year................ - (2 (6) @) (16)
Accumulated amortization at end of year ............ - (22) (66) (60) (148)
Net book value at end of year ................c..cocceeee 462 7 8 49 526
2017
Acquisition cost at beginning of year..................... 430 25 75 101 631
Translation differences..........cceoceeveevereecienieciennenns 4) (0) 2) 4 )
Business acquisitions..... 19 3 0 7 30
Capital expenditure ..........coceoeeeeirenenenieececnes - 1 0 1 3
Reclassifications .........ccoevereeeineneneieceeeene - 1 2 3) 0
Other changes ..........cccoccvenvennnnne 0 1) 0) ®) 3)
Acquisition cost at end of year 446 30 76 101 651
Accumulated amortization at beginning of year .... - (20) (57) (48) (126)
Translation differences..........ccccocevenineniecncnennne. - 0 2 1 3
Other changes .........cccceoeverereeceenene - 1 0 0 1
Amortization charges for the year...... - ®) @) (6) (15)
Accumulated amortization at end of year ............ - (21) (62) (53) (136)
Net book value at end of year .................ccccceeeee. 446 8 14 48 S15
2016
Acquisition cost at beginning of year..................... 430 29 73 98 631
Translation differences..........ccccceevevierenienieciennenns 0 (0) 1 1 2
Capital expenditure ..........coceoeeeeirenenenieeeeene - 1 0 4 6
Reclassifications ..........coceeeevenienienieneenieneeienene - 1 2 2) 0
Other Changes ..........ccccoeveveevrveieererereeseiesieseeinen, 0 (6) 1) 1) (®)
Acquisition cost at end of year.............................. 430 25 75 101 631
Accumulated amortization at beginning of year .... - (24) (50) (44) (118)
Translation differences..........ccccceevevieneeienieceennenne - 0 (1) (0) (1)
Other changes .......c.ceveeiriiereenienieiereeeseeeeee - 6 1 2 8
Amortization charges for the year............cccceeuenne - (2 () (6) (15)
Accumulated amortization at end of year - (20) (57) (48) (126)
Net book value at end of year ................c.ccccceeee 430 5 18 53 505
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Impairment Testing

Accounting Policy

Goodwill and other intangible assets with an indefinite useful life are tested for impairment annually. The testing of
goodwill and other intangible assets with an indefinite useful life is performed at the cash generating unit level. When the
carrying value of goodwill exceeds the recoverable value, an impairment is recognized in the income statement under
depreciations and amortizations. Impairment losses on goodwill are not reversed. Currently Metso Minerals’ management
has defined one CGU to be tested, Minerals segment, to which goodwill has been allocated.

The recoverable amount of CGU is based on value in use calculations, where the estimated future cash flows of CGU are
discounted to their present value. The cash flows are derived from the current year’s last quarter estimate, the following
year’s budget and the approved strategy for the next four years, beyond which cash flows are calculated using the terminal
value method. The terminal growth rate used is based on management’s judgment regarding the average long-term growth.
Cash flows include only normal maintenance investments and exclude any potential investments that enhance the CGU’s
performance and acquisitions.

Estimates and Assessments by Management

Value in use calculations are inherently judgmental and highly susceptible to change from period to period because they
require management to make assumptions about future supply and demand related to its individual business units, future
sales prices, profit margins and achievable efficiency savings over time. The value of benefits and savings expected from
the efficiency improvement programs are inherently subjective. Metso Minerals management estimates sales growth rate
and EBITDA development for the testing period as well as the discount factor used. The present value of the cash generating
unit is discounted using the CGU’s weighted average cost of capital (WACC) calculated by Metso Minerals. WACC
calculations include judgments on regarding, among other things, relevant beta factors, peer companies and capital structure
to use.

Metso Minerals performs impairment testing annually, or whenever there is an indication of impairment. Typical triggering
events are material and permanent deterioration in the global economy or political environment, observed significant under-
performance relative to projected future performance and significant changes in Metso Minerals’ strategic orientations.

Expected useful lives and remaining amortization periods for other intangible assets are reviewed annually by management.
Acquisitions, disposals and restructuring actions typically generate a need for the reassessment of the recoverable amounts
and remaining useful lives of the assets. When other intangible assets are measured at fair value less costs of disposal, the
selling price, incremental costs and selling costs need to be estimated by management.

Upon initial acquisition Metso Minerals uses readily available market values to determine the fair values of acquired net
assets to be allocated. However, when this is not possible, the valuation is based on past performance of such an asset and
expected future cash generating capacity, which requires management to make estimates and assumptions of the future
performance and use of these assets. Any change in Metso Minerals’ future business priorities may affect the recoverable
amounts.
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Goodwill Allocation to Cash Generating Unit

EUR million

2018

Balance at DEZINNING OF YEAT ....c..eiuiiitiiiiiiiiietet ettt ettt et b et e st e bt e bt e st e bt ebte bt eabesbeesee bt eabenbeestenbeennanee 446
Translation differences and other ChANGES............ociiiriiiieiie ettt sttt ettt sbe e e (1)
ACQUISTHONS / ISPOSALS .......oevveeeeceeeeveeeeee et s s s s e st ee s s et es e s s s et s seesaneeeennas 17
Balance at end Of YeAT ........c..cocoiiiiiiii ettt ettt b bt ettt e b 462
2017

Balance at DeGINNING Of YEAT .....c.eiiiitieiiiicieteeiete sttt ettt et et e et e bt et e s teeseesseessesseessaseessesseesseseassensenssensenssense 430
Translation differences and other ChANGES. .........c.ooviiieiiirieeceeeee ettt e ssesbeesaesteensesseennenns 4)
ACQUISTHONS / QISPOSALS .......cvoeveeeeeteee ettt e e s s e s ee et sae e aena s s eenae s s aenasnas 19
Balance at end 0f Year ... et 446
2016

Balance at DEGINNING OF YEAT ......couiiiieiiiiiiteite ettt b et e s s bt et e e b e st e et e st ese et e abeseeseneeneas 430
Translation differences and other ChANGES. ..........cooiiiiiiiiiii ettt 0

ACQUISILIONS / QISPOSALS ...ttt ettt ettt ettt b ettt ettt ettt et b e sttt eaes -
Balance at @Nd Of YEAT ..........c.ooiiiiiiiiie ettt et ettt e et e et esae e et e e teeenbeennteeteeeneeeneennee 430

The EUR 17 million increase in goodwill during 2018 relates to the acquisitions of P.J. Jonsson och Séner AB and Kiln
Flame Systems Ltd. (see note 5.4.). In 2017, the increase of EUR 19 million in goodwill was caused by the acquisition of
WearX Holding Pty Ltd. The value of other intangible assets with indefinite useful life amounted to EUR 16 million in
2018 2017 and 2016, which comprises of brand values.

Annual Impairment Test in 2018, 2017 and 2016

At the end of 2018, 2017 and 2016 goodwill amounted to EUR 462 million; EUR 446 million and EUR 430 million,
equaling 39%, 42% and 37% of the equity. In years from 2016 to 2018, Metso Minerals’ reporting structure and the
allocation of goodwill remained unchanged from the previous year. As the pooling method has been applied for these carve
out financial statements, the reporting structure and allocation of goodwill in the Metso Group has been carried forward,
except for the reallocation of the Pumps business to the Minerals segment, which was tested under the Flow Control
segment in the Metso Group.

Given that the recoverable amount significantly exceeded the carrying value tested, no indication of impairment was found
in 2018, 2017 and 2016. The value in use calculations were derived from estimates, budgets and strategy figures reviewed
by Metso Minerals’ management and approved by the Board of Directors of Metso.

The key assumptions used in assessing the recoverable amount are the profitability and growth rate for the estimate period,
long-term average growth in the terminal period and discount rate. The key values used were as follows:

% 2018 2017 2016
Sales growth in four years estimate period............ccooeveeieereninienenieecns 10.2% 9.9% 3.8%
EBITDA % range in four years estimate period...........ccccceceevirienenenenns 12.3%-15.6% 12.0%—-14.4% 9.1%—-13.4%

Growth rate in the terminal period ............cccceciiininininiciiniiiiereeeene 1.7% 1.7% 1.7%
WACC After taX...cveneeiieiieiiriieteetcte ettt 7.5% 8.0% 8.9%
WACC DEOIE X c..c.vineiieiiriiieietcieicet ettt 9.7% 10.8% 12.1%

Values assigned to key assumptions reflect past experience and the management’s expectations on the future sales and
production volumes, which are based on the current structure and production capacity of the cash generating unit. The
cyclicality and current market situation have been considered separately. In addition, data on growth, demand and price
development provided by various research institutions have been utilized. The growth rate of 1.7% for the terminal period,
is based on the long-term expectations on the growth in the Metso Minerals’ market environments, considering the current
low interest rate environment and overall financial market situation.

WACC (Weighted average cost of capital) before tax, is used as a discount factor in the calculations. It takes into account
the expected return on both debt and equity and has been derived from the WACC on comparable peer industry betas,
capital structure and tax rates. WACC is evaluated annually for testing and specific risk is incorporated through individual
beta factors from the market data of the peer companies.
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Sensitivity Analysis

The sensitivity to impairment of each cash generating unit was tested by:
a) increasing WACC by 2.0 percentage points
b) reducing the terminal growth from 1.7% to 1.2%
¢) reducing the terminal growth rate from 1.7% to 1.2% and increasing WACC by 2.0 percentage points

The reductions into present value in the sensitivity analysis were as follows:
Terminal growth from

1.7% to 1.2% and
WACC increase by 2 Terminal growth from  WACC increase by 2

% p.p- 1.7% to 1.2% p-p.

Metso Minerals

2018 oo (26)% - (30)%
2017 oo - (6)% (28)%
2006 - (5)% (26)%

The sensitivity analysis also includes several cash projections on break-even levels of EBITA %, WACC and sales growth
based on reasonable change in the future performance. However, the impact on the value in use obtained is limited as long
as there is no permanent weakening expected for the business, which would affect the terminal value. Based on these
sensitivity analyses, the Metso Minerals’ management believes that no reasonably possible change of the key assumptions
used would cause the carrying value of any cash generating unit to exceed its recoverable amount. In the years 2018, 2017
and 2016, the sensitivity analysis did not indicate risks of impairment.

3.2. Property, Plant and Equipment

Accounting Policy

Property, plant and equipment are stated at historical cost, less accumulated depreciation and impairment loss, if any. The
Property, plant and equipment of acquired subsidiaries are measured at their fair value at the acquisition date.

Depreciation is calculated on a straight-line basis over the expected useful lives of the assets as follows:
Buildings and structures 15-40 years
Machinery and equipment 3-20 years
Land and water areas are not depreciated.

Expected useful lives are reviewed at each balance sheet date and if they differ significantly from previous estimates, the
remaining depreciation periods are adjusted accordingly.

Subsequent improvement costs related to an asset are included in the carrying value of such asset or recognized as a separate
asset, as appropriate, only when the future economic benefits associated with the costs are probable and the related costs
can be separated from normal maintenance costs.

Metso Minerals reviews property, plant and equipment to be held and used by the company for impairment whenever
events and changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Gains and losses
on the disposal of property, plant and equipment and possible impairments are recognized in other operating income and
expenses. Previously recognized impairment loss may be reversed if there is a significant improvement to the circumstances
having initially caused the impairment, however not to a higher value than the carrying amount, which would have been
recorded had there been no impairment in prior years.

Finance leases are capitalized at the inception of the lease at the lower of the fair value of the leased property or the present
value of the minimum lease payments. Each lease payment is allocated between the liability and finance charges. The
corresponding rental obligations, net of finance charges, are included in long-term debt and the interest element is charged
to income statement over the lease period. Property, plant and equipment acquired under finance leases are depreciated
over the useful life of the asset or over the lease period, if shorter.
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Capitalized Interests

The interest expenses of self-constructed investments are capitalized in Metso Minerals’ financial statements. The
capitalized interest expense is amortized over the estimated useful life of the underlying asset.

Government Grants

Government grants relating to additions to property, plant and equipment are deducted from the acquisition cost of the asset
and they reduce the depreciation charge of the related asset. Other government grants are deferred and recognized as profit
concurrently with the costs they compensate.

Estimates and Assessments by Management

Acquisitions, disposals and restructuring actions typically generate a need for the reassessment of the recoverable values
and remaining useful lives of the assets. When property, plant and equipment are valued at fair value less costs of disposal,
selling price, incremental costs and selling costs need to be estimated.
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Property, Plant and Equipment

Buildings Machinery
Land and and and Assets under Tangible
EUR million water areas structures equipment construction assets total
2018
Acquisition cost at beginning of year 38 188 441 10 676
Translation differences 0) 3) (16) (€8] 20)
Business acquisitions - 4 1 (0) 4
Capital expenditure - 4 21 31 56
Reclassifications 0 0 9 ) (1}
Other changes 2 (12) (18) - (32)
Acquisition cost at end of year 35 181 438 31 684
Accumulated depreciation at beginning of year - (108) (335) - (444)
Translation differences - 1 12 - 13
Business acquisitions - 0 0 - 0
Other changes - 9 16 - 25
Impairment losses - (1) (1) - ?2)
Amortization charges for the year - (6) (24) - 31
Accumulated depreciation at end of year - (105) (333) - (438)
Net book value at end of year 35 75 106 31 246
2017
Acquisition cost at beginning of year 39 201 453 6 698
Translation differences (€)) (11) (27) (1) (40)
Business acquisitions - - 2 - 2
Capital expenditure 0 2 19 9 30
Reclassifications 0) 0 5 %) (1}
Other changes (0) (3) (10) - a4)
Acquisition cost at end of year 38 188 441 10 676
Accumulated depreciation at beginning of year - (110) (337) - (447)
Translation differences - 5 20 - 25
Business acquisitions - - 0 - 0
Other changes - 3 8 - 12
Impairment losses - (1) 1) - ?2)
Amortization charges for the year - (6) (26) - 32)
Accumulated depreciation at end of year - (108) (335 - (444)
Net book value at end of year 38 80 106 10 233
2016
Acquisition cost at beginning of year 43 211 446 7 707
Translation differences 0 5 22 1 27
Capital expenditure - 1 13 7 21
Reclassifications 0) 2 8 (10) )
Other changes (5) (17) (3%) - 57
Acquisition cost at end of year 39 201 453 6 698
Accumulated depreciation at beginning of year - (112) (322) - (434)
Translation differences - 2) (18) - (20)
Other changes - 13 33 - 46
Impairment losses - (1) 5) - 6)
Amortization charges for the year - (3) (25) - 33)
Accumulated depreciation at end of year - (110) 337) - (447)
Net book value at end of year 39 91 116 6 251

Financial leases recognized are included in property, plant and equipment and the carrying values at the year-end 2018,
2017 and 2016 is less than EUR 1 million.

3.3. Depreciation and Amortization

EUR million 2018 2017 2016

Intangible assets from acqUISIEIONS........ccoveruerieriirieieniieieeeee ettt 5) 4 “4)

Other INtangible ASSELS........cceiruirierieiiirirertetetet ettt ettt seesne e (11) (11) (11)

TANGIDIC ASSCLS ...ttt ettt ettt ettt sttt sae e (30) 31 (33)
Buildings and StIUCLUIES. .......c.eeveriieieriieierieeieie ettt ste et ne s ens 6) 6) ®)
Machinery and equipment... . (24) 25) (25)

T N 46) 46) @)
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Depreciation and Amortization by Function

EUR million 2018 2017 2016
Cost Of Z00AS SOIA .....uiiiiriiiiiccert ettt (27) 27 (27)
Selling, general and administrative EXPEeNSES .........ccveeruerrerrenieieeneneneneeeeeeennenne (19) (19) (20)
Marketing and selling . 3) 2) 3)
Research and develOpmEnt...........cveveeieieniiecieiieeeie e 0 0 0
AQMUNISIEATIVE ..ttt eseseseneeas (16) (17) (17)
(46) (46) 47)

3.4. Lease Commitments

Accounting policy

Leases of property, plant and equipment, under which Metso Minerals does not have a significant portion of the risks and
rewards of ownership, are classified as operating leases. Payments under operating leases are recognized in the income
statement as incurred over the lease term and the commitment of noncancelable future payments is shown as an off-balance
sheet liability. Leases classified as finance leases are reported in the property, plant and equipment (see note 3.2.).

Metso Minerals has operating leases for offices, manufacturing and warehouse space, company cars and IT equipment and
software. Certain contracts contain renewal options for various periods of time.

Future Minimum Payments under Operating Leases

EUR million 2018 2017 2016

WIHIN ONE YEAT ...utieiiiiiiiieiieiieie ettt ettt ettt be st e enbesbeenne e 22 20 21
After one year but within two years 15 16 16
After two years but within three Years.........ccevvievecerieiieniecieseeieccee e 9 11 13
After three years but wWithin fOUT YEArS.......cccvviecieririieierieie e 7 8 9
After four years but within five years...... 6 6 5
After five years...........cccoovevereennnne. 9 10 14
Total minimum lease payments................cccociviiniiiiininiiniiiceee 68 70 78

Total rental expenses amounted to EUR 22 million in 2018, EUR 24 million in 2017 and 23 EUR million in 2016,
respectively.

4. Capital Structure and Financial Instruments

4.1. Financial Risk Management

As a global company, Metso Minerals is exposed to a variety of business and financial risks. Financial risks are managed
centrally by the Group Treasury under annually reviewed written policies approved by the Board of Directors. Treasury
operations are monitored by the Treasury Management Team chaired by the CFO. Group Treasury identifies, evaluates
and hedges financial risks in close co-operation with the operating units. Group Treasury functions as counterparty to the
operating units, manages centrally external funding and is responsible for the management of financial assets and
appropriate hedging measures. The objective of financial risk management is to minimize potential adverse effects on
Metso Minerals’ financial performance.

Sensitivity Analysis

Sensitivity analysis figures presented in connection with different financial risks are based on the risk exposures at the
balance sheet date. The sensitivity is calculated by assuming a change in one of the risk factors of a financial instrument,
such as interest or currency. It is not likely that the future volatility of a risk factor will develop in accordance with the test
assumptions and that only one factor would be impacted.

When calculating the sensitivity, Metso Minerals has chosen to use market conventions in assuming a one percentage point
(100 basis points) variation in interest rates, 10 percent change in foreign exchange rates and in commodity prices because
this provides better comparability from one period to another and information on the volatility to users of financial
statements. Metso Minerals is aware that such assumptions may not be realistic when compared to past volatility and they
are not intended to reflect the future. Metso Minerals has chosen not to use past volatility as this could mislead the users of
financial statements to assume the analysis reflect management’s view on future volatility of the financial instruments.
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Liquidity and Refinancing Risk and Capital Structure Management

Liquidity or refinancing risk arises when a company is not able to arrange funding at terms and conditions corresponding
to its creditworthiness. Sufficient cash, short-term investments and committed and uncommitted credit facilities are
maintained to protect short-term liquidity. Diversification of funding among different markets and adequate number of
financial institutions is used to safeguard the availability of liquidity at all times. Group Treasury monitors bank account
structures, cash balances and forecasts of the operating units and manages the utilization of the consolidated cash resources.

The liquidity position of the Group remained strong supported by the solid cash flow from operations, maturity structure
of the funding and the available back up credit facilities. During the year a bank loan with a nominal value EUR 211 million
and private placements with total nominal value EUR 69 million matured and were repaid. At the end of 2018 liquid funds
amounted to EUR 325 million, EUR 701 million in 2017 and EUR 644 million in 2016. Liquid funds consist of cash and
cash equivalents amounting to EUR 249 million in 2018, EUR 452 million in 2017 and EUR 403 million in 2016 and
deposits and securities with maturity over three months amounting to EUR 76 million in 2018, EUR 248 million in 2017
and EUR 241 million 2016. Additionally, committed undrawn credit facilities amounted to EUR 400 million in years 2016—
2018 and committed undrawn European Investment Bank loan facility to EUR 32 million in years 2017-2018. The
syndicated revolving credit facility matures in June 2021. Additionally, the uncommitted Finnish Commercial Paper
program totaling EUR 400 million can be utilized for funding.

Metso Minerals’ refinancing risk is managed by balancing the proportion of short-term and long-term debt as well as the
average remaining maturity of long-term debt. The tables below analyze the repayments and interests on Metso Minerals’
liabilities by the remaining maturities from the balance sheet date to the contractual maturity date. The net interest payments
of interest rate swaps hedging long-term loans are included in the long-term debt repayment figures.

Maturities of Debts
Dec 31,2018 Dec 31, 2017 Dec 31, 2016

EUR million <1 year 1-5 years >5 years <1 year 1-5 years >5 years <1 year 1-5 years >5 years
Long-term debt

Repayments..........ccccceenee. 174 100 300 283 274 300 - 676 100
Interests ......ccoevevvvereeeennnnes 9 24 4 14 30 7 18 38 5
Short-term debt.................. -

Repayments.........cccocueneee. 35 - - 21 - - 26 - -
Interests .......covevvvereeeennnnes 1 - - 0 - - 1 - -
Trade payables.................. 375 - - 298 - - 240 - -
Other liabilities ................. 7 8 - 5 8 - 6 6 -
TOtAl oo 601 132 304 622 312 307 291 720 105

Detailed information on balance sheet items is presented in other notes to consolidated financial statements. Capital
structure is assessed regularly by the Board of Directors and managed operationally by the Group Treasury.

Capital structure management in Metso Minerals comprises both equity and interest-bearing debt. As of December 31,
2018, the equity attributable to shareholders was EUR 1,173 million, EUR 1,059 million in 2017 and EUR 1,170 million
in 2016 and the amount of interest bearing debt was EUR 673 million in 2018, EUR 990 million in 2017 and EUR 944
million in 2016.

Financial covenants included in some loan agreements refer to Metso Minerals’ capital structure. Metso Minerals is in
compliance with all covenants and other terms of its debt instruments.
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Interest Rate Risk

Interest rate risk arises when changes in market interest rates and interest margins influence finance costs, returns on
financial investments and valuation of interest bearing balance sheet items. Interest rate risks are managed by balancing
the ratio between fixed and floating interest rates and administrating duration of debt and investment portfolios.
Additionally, Metso Minerals may use derivative instruments such as forward rate agreements, swaps, options and futures
contracts to mitigate the risks arising from interest bearing assets and liabilities. The interest rate risk is managed and
controlled by the Group Treasury and measured using sensitivity analysis and duration of long term debt. The duration' of
long term debt was 2.9 years at the end of 2018, 2.3 years at the end of 2017 and 1.9 years at the end of 2016.

At the end of 2018 the balance sheet items exposed to interest rate risk were interest bearing assets of EUR 426 million in
2018, EUR 779 million in 2017 and EUR 804 million in 2016. Interest-bearing debt amounted to EUR 673 million in 2018,
EUR 990 million in 2017 and EUR 944 million in 2016.

The basis for the interest rate sensitivity analysis is an aggregate group level interest exposure, composed of interest bearing
assets, interest bearing debt and financial derivatives, such as interest rate swaps and options, which are used to hedge the
underlying exposures. For all interest bearing current debt and assets to be fixed during next 12 months a one percentage
point move upwards or downwards in interest rates with all other variables held constant would have an effect on Metso
Minerals’ net interest expenses, net of taxes, of EUR +/- 0.7 million, EUR +/- 1.4 million in 2017 and EUR +/- 1.9 million
in 2016.

For financial assets valued at fair value, a one percentage point change upwards or downwards in all interest rates with all
other variables held constant would have following effects, net of taxes, in income statement and equity:

EUR million 2018 2017 2016
Effects in
INCOME STALEIMENT .......ovieievieceieeie ettt et ettt e ete et e e e e e eaeeeteeeereeenneeneeennas +/-1.5 +/-1.1 +/-1.7
EQUILY vttt ettt b ettt a e et es +/- 0.0 +/- 0.1 +/- 0.4

The effect in the income statement comprises of the changes in the fair value on the financial instruments, which are
measured at fair value through profit and loss. The effect in the equity is comprised of the changes in the fair value on the
financial instruments, which are measured at fair value through other comprehensive income, such as derivatives under
hedge accounting.

Foreign Exchange Risk

Metso Minerals operates globally and is exposed to foreign exchange risk in several currencies, although the geographical
diversity of operations decreases the significance of any individual currency. About 80 percent of Metso Minerals’ sales
originate from outside the euro zone; the main currencies being Euro, US dollar, Australian dollar, Chilean peso, Swedish
crown and Indian rupee.

Transaction Exposure

Foreign exchange transaction exposure arises when an operating unit has commercial or financial transactions and
payments in other than its own functional currency, and when related cash inflow and outflow amounts are not equal or
concurrent.

In accordance with the Metso Minerals Treasury Policy, operating units are required to hedge in full the foreign currency
exposures on balance sheet and other firm commitments. Future cash flows denominated in a currency other than the
functional currency of the unit are hedged with internal foreign exchange contracts with the Group Treasury for periods,
which do not usually exceed two years. Operating units also do some hedging directly with banks in countries, where
regulation does not allow corporate internal cross-border contracts.

Group Treasury monitors the net position of each currency and decides to what extent a currency position is to be closed.
Group Treasury is however responsible for entering into external forward transaction whenever an operating unit applies
hedge accounting. Metso Minerals Treasury Policy defines upper limits on the open currency exposures managed by the
Group Treasury; limits have been calculated on the basis of their potential profit impact. To manage the foreign currency
exposure Group Treasury may use forward exchange contracts and foreign exchange options.

! Macaulay duration
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Total amount of foreign currency exposures on December 31

EUR million 2018 2017 2016
OPErAtioNAl TLEIIIS ......eeuvireietietiete ettt ettt ettt e st e sttt e e steesbesaeebesseesbesaeensesseensensean 207 248 175
FINANCIal TEEIMS ....uvieuieiieiietieeieie ettt ettt b et e st e st saeenbesbeensesneen 367 440 356
HEAEES. 1. vvveveieeiieieteeee ettt ettt ettt ettt (590) (689) (580)
TOtAl EXPOSULE ......ooiiiiiiiiiiiiiic ettt ettt ettt et et e e e saaeeaee e (16) (M 49)

This aggregate group level currency exposure is the basis for the sensitivity analysis of foreign exchange risk. This
exposure, net of respective hedges, is composed of all assets and liabilities denominated in foreign currencies, projected
cash flows for unrecognized firm commitments, both short- and long-term sales and purchase contracts and anticipated
operational cash flows to the extent their realization has been deemed highly probable and therefore hedged. This analysis
excludes net foreign currency investments in subsidiaries together with instruments hedging these investments.

Assuming euro to appreciate or depreciate ten percent against all other currencies, the impact on cash flows, net of taxes,
derived from the year-end net exposure as defined above, would be EUR -/+ 1.0 million and EUR -/+ 3.1 million in 2017.
Transaction exposure is spread in about 37 currencies and as of December 31, 2018, the biggest open exposure was in US
dollar, 21 percent.

A sensitivity analysis of financial instruments as required by IFRS 7, excludes following items: projected cash flows for
unrecognized firm commitments, advance payments, both short- and long-term purchase contracts and anticipated
operational cash flows. The next table presents the effects, net of taxes, of a +/- 10 percent change in EUR foreign exchange
rates:

2018 2017 2016
EUR million USD SEK Other Total Total Total
Effects in
Income statement..................... +/-0.9 +/-0.2 -/+0.1 +/-0.6 -+2.2 +/-2.9
EqUIty. oo -/+0.5 -/+2.5 -/+ 0.6 -H+24 -+ 4.2 -+ 4.7

Effect in equity is the fair value change in derivatives contracts qualifying as cash flow hedges for unrecognized firm
commitments. Effect in income statement is the fair value change for all other financial instruments exposed to foreign
exchange risk including derivatives, which qualify as cash flow hedges, to the extent the underlying sales transaction,
recognized over time, has been recognized as revenue.

Translation or Equity Exposure

Foreign exchange translation exposure arises when the equity of a subsidiary is denominated in currency other than the
functional currency of the Parent Company. The major translation exposures are in Chinese yuan, Brazilian real, Chilean
peso and Swedish krona, which altogether comprise approximately 65 percent of the total equity exposure. Metso Minerals
is currently not hedging any equity exposure.

Commodity Risk

Metso Minerals is exposed to variations in prices of raw materials and of supplies. Metso Minerals units identify their
commodity price hedging needs and hedges are executed through the Group Treasury using approved counterparties and
instruments. Hedging is done on a rolling basis with a declining hedging level over time.

Metso Minerals had outstanding electricity forwards 11 GWh at end of 2017 and 28 GWh at the end of 2016. All electricity
forwards matured during the year 2018. A 10 percent change upwards or downwards in electricity forwards would have
effects, net of taxes, of EUR +/- 0.0-0.1 million to income statement in the years 2016 and 2017.

As cash flow hedge accounting has been applied, the effective portion of electricity forwards is recognized in equity. The
ineffective portion is recognized through profit and loss.

Other commodity risks are not managed using financial derivative instruments.
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Credit and Counterparty Risk

Credit or counterparty risk is defined as the possibility of a customer or a financial counterparty not fulfilling its
commitments towards Metso Minerals. The operating units of Metso Minerals are primarily responsible for credit risks
pertaining to sales and procurement activities. The units assess the credit quality of their customers, by taking into account
their financial position, past experience and other relevant factors. When appropriate, advance payments, letters of credit
and third party guarantees or credit insurance are used to mitigate credit risks. Group Treasury provides centralized services
related to customer financing and seeks to ensure that the principles of the Treasury Policy are adhered to with respect to
terms of payment and required collateral. Metso Minerals has no significant concentrations of credit risks.

The maximum credit risk equals the carrying value of trade and loan receivables. The credit quality is evaluated both on
the basis of aging of the trade receivables and also on the basis of customer specific analysis. The aging structure of trade
receivables is presented in note 2.2.

Counterparty risk arises also from financial transactions agreed upon with banks, financial institutions and corporates. The
risk is managed by careful selection of banks and other counterparties, by counterparty specific limits determined in the
Treasury Policy, and netting agreements such as ISDA (Master agreement of International Swaps and Derivatives
Association). The compliance with counterparty limits is regularly monitored.

Credit risk exposure relates to carrying value of financial assets valued at amortized cost, such as trade receivables, interest
bearing receivables, other receivables, deposits and security investments and cash and cash equivalents, and customer
contract assets.

Impairment on cash on hand, bank accounts, deposits and interest- bearing investments is assessed regularly, but seen
minor, because of their high investment grade and short duration. Group Treasury makes a financial analysis of corporate
counterparties regularly. In addition, the investments are constantly monitored by Group Treasury and Metso Minerals
does not expect any future credit losses from these investments.

For trade receivables and customer contract assets Metso Minerals applies the IFRS 9 simplified approach to measuring
expected credit losses, which uses a lifetime expected loss allowance to be assessed and recognized regularly, see note 2.2.

Fair value estimation

For those financial assets and liabilities which have been recognized at fair value in the balance sheet, the following
measurement hierarchy and valuation methods have been applied:

Level 1 Quoted unadjusted prices at the balance sheet date in active markets. The market prices are readily and
regularly available from an exchange, dealer, broker, market information service system, pricing service
or regulatory agency. The quoted market price used for financial assets is the current bid price. Level 1
financial instruments include fund investments classified as fair value through profit and loss.

Level 2 The fair value of financial instruments in Level 2 is determined using valuation techniques. These
techniques utilize observable market data readily and regularly available from an exchange, dealer, broker,
market information service system, pricing service or regulatory agency. Level 2 financial instruments
include:

. Over-the-counter derivatives classified as financial assets/liabilities at fair value through profit
and loss or qualified for hedge accounting
Debt securities classified as financial instruments at fair value through profit and loss
Fixed rate debt under fair value hedge accounting

Level 3 A financial instrument is categorized into Level 3 if the calculation of the fair value cannot be based on
observable market data. Metso Minerals had no such instruments in 2018, 2017 or 2016.
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The tables below present Metso Minerals’ financial assets and liabilities that are measured at fair value. The table for

comparison period 2017 has been updated to cover IFRS 9 requirements, see note 5.5.

EUR million Level 1 Level 2 Level 3
2018
Assets
Financial assets at fair value through profit and loss
Derivatives not under hedge accounting ..............cceeveeeecvereerveneeseennenns - 4 -
Interest bearing iNVESTMENTS........c.ccververieriereeieneeieseeeesre e seeseeeseeens - -
Fund inVeStmMeENtSs .........cccueruierierieeieieeieie et 8 - -
Financial assets at fair value through other comprehensive income
Derivatives under hedge acCoUNting .........cceeveeverenieniieieenenieneeieniens - 8 -
Interest bearing iNVESTMENTS..........ccververieriereeiereeiesieeeesre e sieseeveees - - -
TOtal ASSEES ....oeoeiiiiiiiiiieee e 8 12 -
Liabilities
Financial liabilities at fair value through profit and loss
Derivatives not under hedge accounting ...........c.cccceeeveveneeencncnennens - 10 -
Long term debt at fair value - 188 -
Derivatives qualified for hedge accounting
Derivatives under hedge accounting ...........c.cceeeeerenenenenieenencnennens - 7 -
Total labilities ..............coooiiiiiiiiiiee e - 205 -
EUR million Level 1 Level 2 Level 3
2017
Assets
Financial assets at fair value through profit and loss
Derivatives not under hedge accounting .............coceeeeeveveeneneeneneennns 9 -
Interest bearing iNVEStMENES. ........c.eeiruirierieieieiere e 2 - -
Fund inVESMENTS .....cc.eiviieieiieiieierieee e 46 - -
Financial assets at fair value through other comprehensive income
Derivatives under hedge accounting .. - 8 -
Interest bearing INVEStMENES. ........c.eeuiruirerieieieiere e - - -
TOtAl ASSEES ....c.eeiiniiiiiiiiiieee e 48 16 -
Liabilities
Financial liabilities at fair value through profit and loss
Derivatives not under hedge accounting............c.cooeveieiecninenenenecne - 5 -
Long term debt at fair value ..........oocooeoeiiiiiiiieeeeeeee e - 399 -
Derivatives qualified for hedge accounting
Derivatives under hedge accounting - 8 -
TOtAl HADTIES ................oervvvoeoeoeeeeeeeessese e - 411 -
EUR million Level 1 Level 2 Level 3
2016
Assets
Financial assets at fair value through profit and loss
DETIVALIVES ...viuvinieiieiietiitiete ettt sttt a et eseetesbesnenaeneene - 4 -
SECUTTEIES ..uvveuvinietirtierteeiiete ettt sttt et st et et e bt e e sbeestenbesinenee 6 82 -
Derivatives under hedge acCOUNtINgG............c.cvvvvervreerereeeeeireeseesraenennas 13
TOtal ASSELS .....oviiiiiiiiiiiiiiee e 6 98 -
Liabilities
Financial liabilities at fair value through profit and loss
DICIIVALIVES ...veentiiieieiiieieetete sttt ettt ettt ettt st aesee e - 20 -
Long term debt at fair value - 414 -
Derivatives qualified for hedge accounting............ccoceeeeeeoeninincnenecns 6
Total labilities .............cccoooiiiiiiiiii e - 440 -
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4.2, Financial Assets and Liabilities by Category

Accounting Policy 2018

Under IFRS 9 Metso Minerals classifies financial assets and liabilities in to measurement categories according to
contractual terms of the cash flows and Metso Minerals’ business model to manage the investment at the inception.
Reclassification of the categories will be made only, if the business model for managing those assets changes. Financial
assets and liabilities are classified as non-current items, when the remaining maturity exceeds 12 months and as current
items, when the remaining maturity is 12 months or less. Financial assets and liabilities are classified as follows:

At amortized Cost

Financial Assets

Financial assets valued at amortized cost are investments in debt instruments or receivables, which are held until end of
maturity and for collection of contractual cash flows, where those cash flows are solely payments of principal and/or
interest. These are recognized at fair value less transaction costs, and subsequently measured at amortized cost using the
effective interest method. Interest income is recognized in financial income in income statement. Financial assets at
amortized cost include deposit, commercial papers, interest bearing loans and receivables, trade receivables and non-
interest bearing receivables. Impairment is assessed regularly and when the carrying value exceeds the recoverable value
of discounted cash flows, appropriate impairment is recognized in income statement.

For trade receivables, Metso Minerals applies the simplified method in IFRS 9, which requires expected lifetime losses to
be recognized from initial recognition of the receivables. See more in note 2.2.

Financial Liabilities

Issued bonds and withdrawn loan facilities from financial institutions as well as trade and other liabilities are valued at fair
value, net transaction costs, and subsequently measured at amortized cost using the effective interest method. Trade and
other receivables are non-interest bearing short-term unpaid debts.

The difference, between the debt amount net transaction cost recognized of bonds and loans from financial institutions and
the redemption amount, is recognized in income statement as interest cost over the period of the borrowings using the
effective interest method. Fees paid on the establishment of loan facilities are recognized in the income statement as other
finance expense over the period of the facility, or, if the withdrawal of the loan is probable, as part of transaction cost,

At Fair Value Through Other Comprehensive Income (FVOCI)

Financial assets valued at fair value through other comprehensive income are debt instruments or receivables, which are
held for collection of contractual cash flows or held for selling the assets, and where contractual cash flows are solely
payments of principal and/or interest. Interest income is recognized in income statement using the effective interest method.
Change in fair value is recognized in other comprehensive income (OCI). At the derecognition, the cumulative previously
booked gains and losses in OCI are released from equity to income statement. Metso Minerals includes in this measurement
category derivatives under hedge accounting, trade receivables for sale and security investments with maturity less than
three months. Impairment is assessed regularly and when the carrying value exceed the recoverable value of discounted
cash flows, appropriate impairment is recognized in income statement.
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At Fair Value Through Profit and Loss (FVPL)

Financial Assets

Financial assets valued at fair value through profit and loss are equity investments, investments in funds and derivatives
not under hedge accounting. Change in fair value and gain or loss at the derecognition will be recognized in income
statement. The change in the fair value includes the valuation of the impairment risk as well. Fair value of listed equity
shares or investments in funds is the quoted market price on the balance sheet date. Unlisted shares are valued at cost less
impairment, if any.

Financial Liabilities

Fixed rate debts covered by fair value hedges accounting and derivatives not under hedge accounting are included in this
measurement category. Change in fair value and gains or losses at derecognition will be recognized in income statement.

Accounting Policy 2017 and 2016

Metso Minerals has applied IAS 39 until December 31,2017 and classified its financial assets and liabilities in the following
categories:

Financial Assets and Liabilities at Fair Value Through Profit of Loss

This category includes financial instruments held for trading, maturities exceeding three months, derivative instruments
not qualified hedge accounting and fair value hedged long-term liabilities. Changes in the fair value was recognized in
profit and loss.

Loans and Receivables

This category includes loan receivables and other non-interest-bearing receivables. They were initially recognized at fair
value and subsequently recognized at amortized cost using the effective interest rate method.

Available-for-sale Financial Assets

This category includes shares in unlisted companies and investments in commercial papers and time deposits. These
instruments are measured at fair value with any change in fair value recognized in other comprehensive income (OCI).
Any gains and losses at disposal recognized in the income statement.

Liabilities Measured at Amortized Cost

This category includes long-term debts, initially recognized at fair value and subsequently measured at amortized cost
using effective interest method.

The classification was made at the acquisition depending on the intended purpose.

Impact analysis of adoption of IFRS 9 is presented in Note. 5.6.
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Financial Assets and Liabilities by Categories as of December 31

Metso Minerals has adopted IFRS 9 from January 1, 2018 onwards. Table for comparison period 2017 has been updated

to reflect IFRS 9 requirements, see note 5.6. Table for the year 2016 has been prepared following IAS 39.

At fair value

At fair value
through other

through profit comprehensive At amortized

EUR million and loss income cost Carrying value Fair value
2018
Non-current financial assets
Equity investments .........c.ccceecerveerieenneeennes 3 - 3 3
Loan receivables ........cccceeveeeeeieieieieennen - - 6 6 6
Loan receivables, Metso Group... - - 49 49 49
Derivatives financial instruments 1 2 - 3 3
Other receivables .........ccceveeveeieeeieienenne, - - 10 10 10

4 2 65 71 71
Current financial assets
Trade receivables........cccceevveveeeeeeeieieiennen - - 484 484 484
Trade receivables, Metso Group................... - - 8 8 8
Trade receivables, for sale.... - 9 - 9 9
Loan receivables .........ccoeevveeieeeeeieieiennen - - 1 1 1
Loan receivables, Metso Group.................... - - 33 33 33
Cash pool receivables, Metso group 20 20 20
Derivatives financial instruments.................. 3 6 - 9 9
Other receivables .........ccoeveeveeieeeieienenne. - - 102 102 102
Other receivables, Metso Group................... - - 1 1 1
Deposits and securities, maturity more than
three months.........cccccoeeveeieeeieieeeeee, - - 76 76 76
Fund investments ..........ccoceeevveveeenieenienennne 8 - - 8 8
Deposits and securities, maturity three
MONthS Or 1€8S ....vouveviieieceeeceeeeeeee e, - - 15 15 15
Cash at hand and on bank accounts.............. - - 226 226 226
Total ..o 11 14 966 992 992

At fair value
At fair value through other
through profit comprehensive At amortized
EUR million and loss income cost Carrying value Fair value
2018
Non-current liabilities
BONAS .. 95 - 288 383 402
Finance lease obligations.......... - - 0 0 0
Derivatives financial instruments 2 - - 2 2
Other liabilities .........c..cccveveneene. - 2 2 2
Other liabilities, Metso Group.............ce...... - - 6 6 6
TOtAl ..o 97 - 296 393 412
Current liabilities
Current portion of non-current debt ............. 87 - 87 174 174
Loans from financial institutions.................. - - 35 35 35
Cash pool liabilities, Metso Group............... - 81 81 81
Trade payables - - 374 374 374
Trade payables, Metso Group............ceueee - - 1 1 1
Derivatives financial instruments................. 6 7 - 13 13
Other liabilities .........c..coeevvevveereerererreerennnns - - 210 210 210
TOtAl ..o 93 7 788 888 888
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At fair value

At fair value
through other

through profit  comprehensive At amortized Carrying
EUR million and loss income cost value Fair value
2017
Non-current financial assets
Equity investments ...........ccccoeveeeenen. 3 - 3 3
Loan receivables........c..ccoeeeveeerveennnen. - - 3 3 3
Loan receivables, Metso Group......... - - 70 70 70
Derivatives financial instruments....... 3 2 - 5 5
Other receivables........coevvveeeeeenene. - - 12 12 12
Total......cooovieieeieieeceeeeeee e 6 2 85 93 93
Current financial assets
Trade receivables...........cccccoeeveeenne... - - 409 409 409
Trade receivables, Metso Group........ - - 8 8 8
Trade receivables, for sale................. - 7 - 7 7
Loan receivables...........ccceeeveeenreennnnn. - - 0 0 0
Loan receivables, Metso Group......... - - 23 23 23
Cash pool receivables, Metso group.. 27 27 27
Derivatives financial instruments....... 6 6 - 12 12
Other receivables..........ccoceeeeveeennen.. - - 101 101 101
Other receivables, Metso Group........ - - 0 0 0
Deposits and securities, maturity
more than three months...................... - 2 246 248 248
Fund investments 46 - - 46 46
Deposits and securities, maturity
three months or less.........c.cccevveuveennen. - - 57 57 57
Cash at hand and on bank accounts - - 349 349 349
Total........o.oeoeeeeeeeeeeeeeeeeeeeeeen 52 15 1,220 1,287 1,287
At fair value
At fair value through other
through profit comprehensive At amortized Carrying
EUR million and loss income cost value Fair value
2017
Non-current liabilities
Bonds .....ooovviiiiiii 181 - 373 554 574
Finance lease obligations. - - - 0 0
Other non-current debt ..... - - - 0 0
Derivatives financial instruments.... 2 1 - 3 3
Other liabilities..........cccovveeveenenne.. - - 2 2 2
Other liabilities, Metso Group......... - - 6 6 6
Total......ccooovvevievieeieeeeeeeeeeeee 183 1 381 565 585
Current liabilities
Current portion of non-current debt. 209 - 69 279 284
Loans from financial institutions..... - - 21 21 21
Cash pool liabilities, Metso Group .. - - 136 136 136
Trade payables........cccceeereenenennenne - - 297 297 297
Trade payables, Metso Group - - 1 1 1
Derivatives financial instruments.... 2 7 - 9 9
Other liabilities.......cocoevevereeeeeenne. - - 171 171 171
Total.......c.oovveiiiieiiieeeeeeeeeeee 211 7 695 914 919
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Assets at

fair value

through Derivatives Available-

profit and qualified for-sale

loss for hedge Loans and financial Carrying

EUR million accounts accounting receivables assets value Fair value
2016
Non-current assets
Available-for-sale equity investments - - 1 1 1
Loan receivables.......cccoceevevreeiennenns - - 3 - 3 3
Loan receivables, Metso Group....... - - 106 - 106 106
Derivative financial instruments...... - 8 - - 8 8
Other receivables..........ccceveeuneenne.. - - 14 - 14 14
Total......ccooovveieieieieeeee e - 8 123 1 132 132
Current assets
Trade receivables...........cceeevvennnnne. - - 376 - 376 376
Trade receivables, Metso Group...... - - 23 - 23 23
Loan receivables.......ccoceeeveriniennnns - - 9 - 9 9
Loan receivables, Metso Group....... - - 27 - 27 27
Cash pool receivables, Metso group 39 39 39
Derivative financial instruments...... 4 4 - - 8 8
Other receivables..........ccceeeveeneennee. - - 120 - 120 120
Other receivables, Metso Group...... - - 1 - 1 1
Liquid funds .........ccooveveveerenerennne 241 403 - 644 644
Total......ccooovveiiiieiiieeeeeee e 245 4 998 - 1,247 1,247

Liabilities at

fair value Derivatives Financial
through profit qualified for liabilities
and loss hedge measured at Carrying
EUR million accounts accounting amortized cost value Fair value
2016
Non-current liabilities
Bonds ....ocvvecieniieieiieee e 202 - 367 569 578
Loans from financial institutions..... 198 - - 198 212
Finance lease obligations................. - - - 0 0
Other long-term debt ...............c....... - - - 0 0
Derivative financial instruments...... 4 1 - 5 5
Other liabilities..........ccccveerveennennen. - - 2 2 2
Other liabilities, Metso Group......... - - 6 6 6
Total.......c.oovveiiiieiiieeeeeeeeeeee 404 1 375 780 803
Current liabilities
Current portion of long-term debt ... - - 0 0 0
Short-term debt.........cccevvvecverrennnnnn. - - 26 26 26
Cash pool liabilities, Metso Group .. - - 151 151 151
Trade payables.......c.ccocoecerererncnene - - 232 232 232
Trade payables, Metso Group.......... - - 8 8 8
Derivative financial instruments...... 15 5 - 20 20
Other liabilities........c..cccocerererrnnn.. - - 119 119 119
Total......ccooovveiiiieiiieieeeeeeeee 15 5 536 556 556
For more information on derivative financial instruments, see note 4.8.
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4.3. Liquid Funds

Accounting Policy

Deposits and securities with maturities over three months, consist of highly liquid investments, which are part of Metso
Minerals’ cash management. These commercial papers deposit and debt investments have maturity less than twelve months,
and they are measured at amortized cost.

Cash and cash equivalents consist of cash on hand and bank accounts, deposits and interest bearing investments, which
are easily convertible to known amount of cash within the period of three months or less as well as bond fund investments,
with the same risk profile.

Cash on hand, bank accounts, deposits and interest bearing investments are measured at amortized cost. The bond fund
investments are measured at fair value through profit and loss.

Impairment on cash on hand, bank accounts, deposits and interest bearing investments is assessed regularly, but seen minor,
because of their high investment grade and short duration. Impairment risk of bond fund investment is included in the
change in fair value of them.

EUR million 2018 2017 2016
Deposits and securities, maturity more than three months ............ccccovevvvrerrerennnan. 76 248 241

Cash and cash equivalents

FUNd INVESHMENTS «....coueviiinieiiiiiiicnieccteitetee ettt 8 46 24
Deposits and securities, maturity three months or less 15 57 40
Cash on hand and bank aCCOUNLS ..........ccooveuiviierinieinieieceeeeeece e 226 349 339
Cash and cash equivalents ............eoeiiiiinenee e 249 452 403
Liquid funds total...........ccccooiiiiiiiiiiee e 325 701 644
Average returns for deposits and securities were as follows:
2018 2017 2016
With maturity more than three months ............ccoeveeireeneininenncrnceneeecreenens 0.01% 0.06% 0.01%
With maturity three months o 1€8S.......c.coveereuirireinieninieineenecne e 3.67% 2.50% 2.32%
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4.4. Equity

Accounting Policy
Translation Differences

The translation differences arising from subsidiary net investments and non-current subsidiary loans without agreed
settlement dates are recognized through the Other Comprehensive Income (OCI) to cumulative translation adjustments
under equity. When Metso Minerals hedges the net investment of its foreign subsidiaries with foreign currency loans and
with financial derivatives, the translation difference is adjusted by the currency effect of the hedging instruments which
has been recorded, net of taxes, through OCI in equity. When a foreign entity is disposed of, the respective accumulated
translation difference, including the effect from qualifying hedging instruments, is reversed through OCI and recognized
in the consolidated statements of income as part of the gain or loss on the sale. If the equity of a subsidiary denominated in
a foreign currency is reduced by a return of capital, the translation difference relating to the reduction is reversed through
OCI and recognized in the consolidated statements of income.

Carve-out Principles

Metso Minerals has not in the past formed a separate legal group nor presented stand-alone consolidated financial
statements, and accordingly it is not conceivable to present share capital separately from other equity balances including
reserves. Metso Minerals’ net assets for each balance sheet date are represented by capital invested in Metso Minerals and
shown in these carve-out financial statements as “equity” comprising of cumulative translation account, fair value and
other reserves as well as invested equity and retained earnings. Fair value and other reserves comprise of hedge and fair
value reserve and legal reserve. Invested equity and retained earnings comprise of equity items allocated from Metso
Minerals’ parent company and other Metso Minerals companies in accordance with the demerger plan and historical
retained earnings balances of Metso Minerals entities.

All cash and other movements in capital amounts, being shares issued or cancelled or dividends and other distributions
made from/to Metso Minerals companies from/to Metso parent company or changes resulting from the internal
reorganization have been reflected in the combined statement of cash flows under “Dividends paid, ‘‘Metso Group” and
“Equity financing, Metso Group” and in the combined statements of changes in equity under “Dividends”, “Changes in
invested equity” and “Net change from winding up the consolidated tax groups”.

These carve-out financial statements are presented in euros, which will be Metso Minerals’ parent company’s functional
and reporting currency. Metso Minerals’ operating units have also other functional currencies. Translation differences
arising from translating the net results for the period and equity are recognized in equity and their changes are presented in
the separate cumulative translation account within equity.

Share Capital and Number of Shares
Carve-out financial statements are not presented share capital separately for historical periods.
Dividends

Dividends paid in 2018, 2017 and 2016 amounting to EUR 126 million consists of the allocated part of dividends paid by
Metso Oyj.

Metso Minerals has paid dividends 2018, 2017 and 2016 to those Metso Corporation’s subsidiaries that have owned the
shares in such Metso Minerals companies.

Hedge Reserve

The hedge reserve includes the fair value movements of derivative financial instruments which qualify as cash flow hedges.
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Changes in Fair Value and Other Reserves

EUR million 2018 2017 2016
Hedge reserve at January 1 ..ot (2 “) (2)
Cash flow hedges
Fair value gains (+) / 108ses (=), Net Of taX.....ccoeoiiiriiriieieeeree e 2 6 4
Transferred to profit and loss, net of tax
SALES ...ttt ettt ettt h et et e e a e n e bt h e ket et ent sttt ebeeteseneenean 0 1) 1)
Cost of goods sold / AdMINiStrative EXPENSES ........eeveruerrrerreeriererienieeienieeeeneeeenee 0 0 0
INterest INCOME / EXPEIISES .......coueruirreieireiieieriertet et et et sttt ettt st see s eseebeeaeseenne 3) 3) “4)
Instruments at fair value and share-based rewards ............ccccoverieniniieninenieieieenee, - - -
ORET ..ttt ettt ettt ettt et sttt b - - -
Hedge reserve at December 31 ..............coocoiiiiiiiiiiniee e 3) 2 “4)

Cumulative Translation Adjustments Included in the Shareholders’ Equity

EUR million 2018 2017 2016
Cumulative translation adjustment at January 1 ........cccccoecveveerercieniecieneeiese e (138) (109) (129)

Currency translation on subsidiary net inVestments ..........cccccccoceverererieeeeeeneneecene (15) (29) 21
Hedging of net investment denominated in foreign Currency ..........cecceveeeereereeneeneenne. -

(153) (138) (109)

Cumulative translation adjustment at December 31

4.5. Borrowings

Accounting policy

Long-term debt is initially recognized at fair value, net of transaction costs incurred and subsequently measured at amortized cost using
the effective interest method. The difference, between the debt amount recognized and the redemption amount, is recognized in income
statement as interest expense over the period of the borrowings. Borrowings covered by a fair value hedge are recognized at fair value
through income statement. Change in fair value is recognized in financial income and expenses. A portion of long-term debt is classified
as short-term debt, when the settlement of the liability is due within 12 months from the balance sheet date. Borrowings are derecognized
only, if the contractual obligation is discharged, cancelled or expired.

Fees paid on the establishment of loan facilities are recognized in income statement as other finance expense over the period of the
facility, or, if the withdrawal of the loan is probable, as part of transaction cost. Transaction costs arising from modification to debt
instruments are included in the carrying value of the debt and amortized using the effective interest method over the remaining period
of the modified liability provided that the new conditions obtained through the modification do not substantially differ from those of the
original debt. Modification gain or loss will be recognized in income statement at the time of non-substantial modification.

Carrying values Fair values !

EUR million 2018 2017 2016 2018 2017 2016
BONdS ..o 383 554 569 402 574 578
Loans from financial institutions...........c.cccceeeeeeeenene. - - 198 - - 212
Finance lease obligations............c..cccooeverueeervruerennnnn. 0 0 0 0 0 0
Total long-term borrowings..............cccocoovvevvenennnee. 383 554 767 402 574 790
Current portion of bonds ..........ccceeeevienienieninienienens 174 69 - 174 73 -
Current portion of loans from financial institutions.... - 209 0 - 211 0
Loans from financial inStitutions............ccevveeeeuennenns 35 21 27 35 21 27
Cash pool liabilities, Metso GIoup...............ccceueennn.. 81 136 151 81 136 151

290 436 178 290 441 178

Total short-term borrowings
! The fair values of long-term debt are equal to the present value of their future cash flows.

Bonds
Outstanding
Nominal Effective original
interest rate  interest rate loan Carrying Carrying Carrying
EUR million 31.12.2018 31.12.2018 amount value 2018 value 2017 value 2016
Public bond 2012-2019................ 2.75% 2.91% 174 174 175 398
Public bond 2017-2024... 1.125% 2.33% 300 283 279 -
Private placements 2022...... 3.80% 100 100 169 171
Bonds total ....................cocoie 574 557 623 569
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Metso has a Euro Medium Term Note Program (EMTN) of EUR 1.5 billion, under which EUR 557 million EUR 623
million and EUR 569 million at carrying value were outstanding at the end of years 2018, 2017 and 2016. EUR 457 million
in 2018, EUR 454 million in 2017 and EUR 398 million in 2016 of the outstanding amounts were public bonds and EUR
100 million in 2018, EUR 169 million in 2017 and EUR 171 million in 2016 were private placements. Borrowings, Metso
Group relates to funding of equity investments in Metso Group.

In 2018 matured USD denominated bank loan, with cross currency interest rate swap hedged nominal value of EUR 211
million and private placements with a nominal value of EUR 69 million.

In 2017 Metso Minerals purchased EUR 220 million of initially EUR 400 million bonds maturing in 2019 and issued new
bond of EUR 300 million maturing 2024. Transaction qualified as a non-substantial modification and gain of EUR 7 million
was recognized in the income statement.

The average interest rate of total loans and derivatives was 1.96% at the end of 2018, 1.77% at the end of 2017 and 2.50%
at the end of 2016. The duration of medium and long- term interest-bearing debt was 2.9 years at the end of 2018, 2.3 years
at the end of 2017and 1.9 years at the end of 2016.

Short-term loans from financial institutions consists of bank loans withdrawn by Metso Minerals subsidiaries to fund local
operations. The loans are mainly Indian rupee denominated. The weighted average interest rate applicable to the short-term
borrowing was 6.8% at the end of 2018, 3.9% at the end of 2017 and 6.4 % at the end of 2016.

Metso has a syndicated revolving credit facility with 10 banks maturing in 2021, of which EUR 400 million has been
allocated to Metso Minerals. To Metso Minerals has also been allocated a Finnish commercial paper program amounting
to EUR 400 million. These two additional funding facilities were undrawn at the end of 2018, 2017 and 2016. In addition,
in 2018, to Metso Minerals has been allocated a EUR 30 million committed loan facility for research, development and
innovation costs with a disbursement period until end of 2019, and a tenor up to ten years from European Investment Bank,
which was undrawn at the end of 2018.

Contractual Maturities of Interest-bearing Debt as at December 31, 2018

EUR million Bonds Repayments Interests
183 174 9
7 - 7
7 - 7
107 100 7
3 - 3
LALET ..ottt ettt 304 300 4
TOtAL ..ot 611 574 37
The maturities of derivative financial instruments are presented in note 4.8.
4.6. Interest-bearing Net Debt Reconciliation
Net interest bearing liabilities
EUR million 2018 2017 2016
Borrowings, NON-CUITENE | ........cooviviiiiiiiiiicieieiee ettt 557 833 767
Borrowings, current 35 21 26
Cash pool liabilities, MetSO GIOUP .........cceeiruirierieieiieieitieiesesteeeceee et 81 136 151
L0AN TECEIVADIES. ....eviiiiieieiiciieie ettt ettt ettt ettt et e et e b e seeesbesreensesraensens @) 3) (12)
Loan receivables, Metso Group (82) 93) (133)
Cash pool receivables, MetSO GIOUP .......cevveveriieierierienieeeerteeeeeieseesesseessessaeneens (20) 27) 39)
LAQUIA FUNAS .ottt (325) (701) (644)
Net interest bearing liabilities..................cocoiiiiiiiiiiie 239 165 116

! Including current portion of borrowings EUR 174 million in 2018 and EUR 279 million in 2017. In 2016 there were no current portions.
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Changes in Net Interest-bearing Liabilities

2018
Balance at Other
beginning of Translation non-cash Balance at
EUR million year Cash flows Acquisitions differences movements end of year
Borrowings, non-current.............c.o.eevevenen. 833 (283) - 0 7 557
Borrowings, current...........coceeeeereenenne 21 15 - €))] - 35
Cash pool liabilities, Metso Group........... 136 (60) - 4 - 81
Loan receivables............ccocuveuenene . 3) 0 - 1 5) (@)
Loan receivables, Metso Group 93) 25 - “4) (10) (82)
Cash pool receivables, Metso Group........ 27 7 - 0 - (20)
Liquid funds.........oeveeemeeeerenreenneeeneeneennae (701) 370 - 6 - (325)
Net interest bearing liabilities................ 165 75 - 7 @® 239
2017
Balance at Other non-
beginning of Translation cash Balance at
EUR million year Cash flows Acquisitions differences movements end of year
Borrowings, non-current.............c.eceeue.. 768 64 0 0 1 833
Borrowings, Current..............cccoeeeveevevceennes 26 (4) 0 2) - 21
Cash pool liabilities, Metso Group........... 151 4 - (18) - 136
Loan receivables ..........cccooveenenen. . (12) 9 - 0 - A3
Loan receivables, Metso Group (133) 26 - 15 (1) 93)
Cash pool receivables, Metso Group........ (39) 10 - 2 - 27
Liquid fundS....ceoueeeemeeeeceeereereeieseeeneeenne (644) (64) @ 8 - (701)
Net interest bearing liabilities................ 116 4 0 4 0 165
2016
Balance at Other non-
beginning of Translation cash Balance at
EUR million year Cash flows Acquisitions differences movements end of year
Borrowings, non-current............cccoveereenene 792 (36) - 3 767
Borrowings, Current..............cccoeeeveeveveeenenes 30 (4) - 0 1 26
Cash pool liabilities, Metso Group........... 156 (10) - 5 - 151
Loan receivables ..........ccceveeenne . (12) 0 - 0 - 12)
Loan receivables, Metso Group... (140) 25 - “4) (14) (133)
Cash pool receivables, Metso Group........ (30) (10) - 1 - 39
Liquid funds........cccceeevnveeecccnniceccenes (492) (142) - 1y - (644)
Net interest bearing liabilities................ 305 (178) - 6) “ 116

4.7. Contingent Liabilities and Other Commitments

Accounting Policy

The repurchase commitments represent engagements whereby Metso Minerals agrees to purchase back equipment sold to
customer. The conditions triggering the buyback obligation are specific to each sales contract.

EUR million 2018 2017 2016
Guarantees

External guarantees given by Metso Corporation and Metso Minerals companies..... 319 207 228
Other commitments

Repurchase COMMITMENTS .......eeuviuiriiieiieieieeteesee ettt 1 1 1

Other CONLINEENCIES «.....vvvveeeeeieceiteieieseteeeeceeeese et s s eae et se s s eesaesesesesenans 1 2 1
TORAL ..o 320 210 230

Metso Minerals companies have guaranteed obligations arising in the ordinary course of business. These guarantees have
typically been given to secure customer’s advance payments or to secure commercial contractual obligations, or given
counter guarantees to banks, which have given commercial guarantees to a group company.
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4.8. Derivative Instruments

Accounting Policy

Derivatives are initially recognized in the balance sheet at fair value and subsequently measured at their fair value at each
balance sheet date. Derivatives are designated at inception either as hedges of firm commitments or forecasted transactions
(cash flow hedge) or as hedges of fixed rate debt (fair value hedge), or as hedges of net investment in a foreign operation
(net investment hedge), or as derivatives at fair value through profit and loss that do not meet the hedge accounting criteria.

In case of hedge accounting, Metso Minerals documents at inception the relationship between the hedging instruments and
the hedged items in accordance with its risk management strategy and objectives. Metso Minerals also tests the
effectiveness of the hedge relationships at hedge inception, and quarterly both prospectively and retrospectively.

Derivatives are classified as non-current assets or liabilities when the remaining maturities exceed 12 months and as current
assets or liabilities when the remaining maturities are less than 12 months.

Cash Flow Hedge

Metso Minerals applies cash flow hedge accounting to certain interest rate swaps, foreign currency forward contracts and
to electricity forwards.

Metso Minerals designates only the currency component of the foreign currency forward contracts as the hedging
instrument to hedge foreign currency denominated firm commitments. The interest component is recognized under other
operating income and expenses, net. The gain or loss relating to the effective portion of the currency forward contracts is
recognized in the income statement concurrently with the underlying in the same line item. The effective portion of foreign
currency forwards hedging sales and purchases is recognized in the sales and the cost of goods sold, respectively. The gain
or loss relating to the effective portion of interest rate swaps hedging variable rate borrowings is reversed from the hedge
reserve through the other comprehensive income (OCI) to the income statement within financial items concurrently with
the recognition of the underlying liability. Both at hedge inception and at each balance sheet date an assessment is
performed to ensure the continued effectiveness of the designated component of the derivatives in offsetting changes in the
fair values of the cash flows of hedged items.

Metso Minerals assesses regularly the effectiveness of the fair value changes of the electricity forwards in offsetting the
changes in the fair value changes of the underlying forecasted electricity purchases in different countries. The gain or loss
relating to the effective portion of the electricity forward contracts is recognized in the cost of goods sold.

The effective portion of the derivatives is recognized through OCI in the hedge reserve under equity and reversed through
OCI to be recorded through profit and loss concurrently with the underlying transaction being hedged.

The gain or loss relating to the ineffective portion of the derivatives is reported under other operating income or expenses,
net or under financial items when contracted to hedge variable rate borrowings. Should a hedged transaction no longer be
expected to occur, any cumulative gain or loss previously recognized under equity is reversed through OCI to profit and
loss.

Fair Value Hedge

Metso Minerals applies fair value hedge accounting to certain fixed rate loans. The change in fair value of the interest rate
swap hedging the loan is recognized through profit and loss concurrently with the change in value of the underlying. Both
at inception and quarterly the effectiveness of the derivatives is tested by comparing their change in fair value against those
of the underlying instruments.

Derivatives at Fair Value through Profit and Loss

Certain derivative instruments do not qualify for hedge accounting. These instruments, which have been contracted to
mitigate risks arising from operating and financing activities, comprise foreign exchange forward contracts, currency and
interest rate options and interest rate swaps.

Changes in the fair value of interest rate swaps are recognized in interest expenses. Changes in the fair value of foreign
exchange forward contracts are mainly recognized in other operating income and expenses. However, when the foreign
exchange forwards have been contracted to mitigate the exchange rate risks arising from foreign currency denominated
cash and from financial instruments used for cash management, the changes in fair value of the derivatives are recognized
in financial income and expenses. Changes in the fair value of other derivative instruments such as commodity instruments
are recognized in other operating income and expenses.
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Fair value estimation of derivative instruments

The fair value of the foreign currency forward contracts is determined using forward exchange market rates at the balance
sheet date. The fair value of the interest rate swaps is calculated as the present value of the estimated future cash flows
based on observable yield curves. The fair value of the commodity forwards and swaps are based on quoted market prices
at the balance sheet date. The fair value of options is determined using Black-Scholes valuation model.

Notional amounts and fair values of derivative financial instruments as at December 31 were as follows:

Notional Fair value, Fair value,

EUR million amount assets liabilities Fair value, net
2018

Forward exchange contracts '............ccccoveveieeninennnne 1,215 9 13 4)
INtErest rate SWaPS ..cccvevveeeereieienierierieseeie et 345 3 2 1
CrOSS CUITENCY SWAPS -.ceveuvereeneeniereeneeseseeseeeeneeseeneesenaens - - - -
Electricity forward contracts 2...........ccocceeveriereeevenenne. - - - -
Total......oooiiiii e - 12 15 3)
2017

Forward exchange contracts '............ccocevvrienieneennenne. 1,185 11 9 2
Interest rate SWapPS .....cvevveerieereeeiiereeeee e 432 5 4 1
CTOSS CUITENCY SWAPS ..evvveveeenreeenreenereeeeesseeeneesneeenanens 244 - 1 (1)
Electricity forward contracts 2 ............ccccccovrveruereerernnn. 11 0 0
Total.....cooiiiiiiii e - 16 14 2
2016

Forward exchange contracts ! 968 8 20 (12)
Interest rate SWaps .........ceceeueenee. 245 8 5 3
CTOSS CUITENCY SWAPS c..vevveeneevienrenreenienieeeesseeeesseensennns 244 0 1 (1)
Electricity forward contracts 2............ccocoevvevrveereennnnn. 28 - 0 0
TOMAL ....ooooooooooooeooeee e - 16 26 ©

! Ca. 35 percent, 41 percent and 30 percent of the notional amount at the end of 2018, 2017 and 2016, respectively, qualified for cash
flow hedge accounting.
2 Notional amount in GWh

The notional amounts indicate the volumes in the use of derivatives, but do not indicate the exposure to risk.

Derivative financial instruments recognized in balance sheet as at December 31 are presented below:

2018 2017 2016
EUR million Assets Liabilities Assets Liabilities Assets Liabilities
Interest rate swaps - cash flow hedges .........ccccocevevirecinennnn. - - - - - -
Interest rate swaps - fair value hedges 2 - 2 1 8 -
Interest rate swaps - non-qualifying hedges...........cccceoevun.... 1 2 3 2 - 5
3 2 5 4 8 5
Cross currency swaps - cash flow hedges .........ccccooeveeinenennne - - - 0 - 1
Cross currency swaps - fair value hedges ..........c.cooeververnnnns - - 0 1 0 -
- - 1 - 1
Forward exchange contracts - cash flow hedges.................... 6 7 6 7 5
Forward exchange contracts - non-qualifying hedges 3 6 6 4 15
13 11 9 8 20
Electricity forward contracts - cash flow hedges - - - 0 - 0
12 15 16 14 16 26

Derivatives total ..............ccoooeieiiiiiiiieeee e

In the year ended December 31, 2018, there was no ineffectiveness related to the cash flow hedges. In the year ended
December 31, 2017 there was ineffectiveness related to the cash flow hedges, which resulted in recognition of EUR 0.1
million loss in the income statement and at the end of the year 2016 EUR 0.05 million. As at December 31, 2018, the fixed
interest rates of swaps varied from 0.4 percent to 2.6 percent.
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As at December 31, 2018, the maturities of financial derivatives are the following (expressed as notional amounts):

EUR million 2019 2020 2021 2022 2023
Forward exchange contracts...........cccceeeeveereennene 1,211 4 - - -
Interest rate SWaps .......coevevvveeneerieeneeneeenieeneens 200 - 20 - 125

Cross currency swaps
Electricity forward contracts !...........ccccevvrrenene - - - - -
! Notional amount in GWh.

As at December 31, 2018, notional and carrying amounts of financial derivatives applying hedge accounting were as
follows:

Notional Fair value, Fair value, Fair value,

EUR million amount assets liabilities net

2018

Forward exchange contracts...........ccoceeeeveenerienienienienne 484 6 7 (1)
INtEIESt FALE SWAPS ....voveveveeceveeeeeeeeeeeseeereeeeeseneseesnens 187 2 2
Total......oooiiiii e 8 7 1
2017

Forward exchange contracts 557 6 7 1)
Interest rate swaps .................. 187 2 1 1
CTOSS CUITENCY SWAPS c..vevveveenrennreienmtenseesrentesseensesnensenne 244 - 1 1)
Electricity forward contracts ! ..........ccccccoveveveruerennnne 11 - 0 0
Total......ccooiiiiiii 8 8 (1)
2016

Forward exchange contracts...........ccoceeeeeienenienieniennenne 298 4 5 (1)
INtErest Tate SWAPS -.evververeieiieiieierieeeeeieete et 245 8 5 3
CrOSS CUITENCY SWAPS ..oovvivrinvieiieieeireiierenieeineneenenaens 244 0 1 1)
Electricity forward contracts ' ..........cc.coccovvrvrrevernenennnns 28 - 0 0
Total......oooiiiii e 12 11 1

! Notional amount in GWh.

Forward exchange contracts hedge commercial cash flows of projects applying hedge accounting. The hedge ratio is 1:1.
98% of hedged cash flows mature during the year 2019, 2% in year 2020.

The impact of cash flow hedge in the statement of financial position in year 2018 is as follows:

EUR million
Hedging gain/loss Amount reclassified Cost of hedging
Notional amount recognized in OCI from OCI to P/L recognized in OCI
484 ) 0 )

Metso Minerals applies fair value hedge accounting to two bonds. The hedge accounted total nominal value is EUR 187
million, EUR 398 million in 2017 and EUR 411 million in 2016.. The terms of the interest rate swaps match the terms of
the fixed rate bonds (maturity dates, interest fixing and payments dates). Fair values of cash flows of interest rate swap and
bond are compared when measuring hedge accounting effectiveness. Credit margin is added to the discount curve of the
bond.

In years 2017 and 2016 Metso Minerals applied cash flow hedge accounting when hedging private placement with interest
rate swap. The nominal value of the loan was EUR 33 million.

Bonds applying fair value hedge accounting as at December 31, 2018, were as follows:

Nominal amount of

Nominal amount of interest rate swap Maturity date of

loan (EUR million) Hedge ratio Maturity date of loan (EUR million) interest rate swap
174 50% October 4, 2019 87 October 4, 2019
300 33% June 13, 2024 100 June 13, 2024
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5. Consolidation

5.1 Principles of Consolidation
Carve-out Principles

The carve-out financial statements as at and for the years ended December 31, 2018, December 31, 2017 and December
31, 2016 present Metso Minerals as a single economic entity and have been prepared on historical financial information of
the relevant entities and business as part of the Metso Group, using the same accounting principles and carrying values as
Metso Group. The entities have been under common control during these periods. The carve-out financial statements have
been prepared on a basis that combined statements of income, statements of comprehensive income, balance sheets and
cash flows of the legal entities and operating units attributable to the Minerals business in Metso’s historical consolidated
financial statements and that will be carved out from Metso to be combined to Outotec Group including certain Parent
Company’s and Metso’s foreign holding companies’ income and expenses, assets and liabilities and cash flows which will
either be transferred to Outotec or which have been allocated to Minerals business for the purpose of the preparation of the
carve-out financial statements. Metso Minerals is not comprised of a single sub-group of entities within Metso and,
accordingly, has historically not prepared consolidated financial statements for internal or external reporting purposes.

Subsidiaries

The carve-out financial statements include the financial statements of the Parent Company and each of those companies
over which Metso Minerals exercises control. Control is achieved when Metso Minerals is exposed, or has rights, to
variable returns from the investee and has the ability to affect those returns through its power over the investee. The
companies acquired during the financial period have been consolidated from the date Metso Minerals acquired control.
Subsidiaries sold or distributed to the owners have been included up to their date of disposal.

All intercompany transactions, balances and gains or losses on transactions between subsidiaries are eliminated as part of
the consolidation process. Non-controlling interests are presented in the consolidated balance sheet within equity, separate
from equity attributable to shareholders. Non-controlling interests are separately disclosed in the consolidated statement of
income.

Acquisitions of businesses are accounted for using the acquisition method. The purchase consideration of an acquisition is
measured at fair value over the assets given up, shares issued or liabilities incurred or assumed at the date of acquisition.
For each acquisition, the non-controlling interest in the acquiree, if any, can be recognized either at fair value or at the non-
controlling interest’s proportionate share of the acquiree’s net assets. The excess acquisition price over the fair value of net
assets acquired is recognized as goodwill (see also intangible assets). If the purchase consideration is less than the fair
value of the Group’s share of the net assets acquired, the difference is recognized directly through profit and loss.

When Metso Minerals ceases to have control, any retained interest in equity is re-measured to its fair value at the date when
control is lost, with the change in carrying amount recognized in profit or loss. The fair value is the initial carrying amount
for the purposes of subsequently accounting for the retained interest as an associate, joint venture or financial asset. In
addition, any amounts previously recognized in other comprehensive income in respect of that entity is accounted for as if
the group had directly disposed of the related assets or liabilities.

Non-controlling Interest

Transactions with non-controlling interests are regarded as transactions with equity owners. In the case of purchases from
non-controlling interests, the difference between any consideration paid and the relevant share of the carrying value of net
assets acquired in the subsidiary is recorded in shareholders’ equity. Gains or losses on disposal to non-controlling interests
are also recorded directly in shareholders’ equity.

Non-current Assets or Disposal Group Held-for-sale

Metso Minerals classifies a non-current asset or disposal group as held for sale if its carrying amount will be recovered
principally through a sale transaction rather than through continuing use. These assets are valued at the lower of its carrying
value and fair value less costs to sell, and assets subject to depreciation or amortization are no longer amortized. Assets
related to non-current assets or a disposal group classified a held-for-sale are disclosed separately from other assets, but
financial statements for prior periods are not reclassified.
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Foreign Currency Translation
The carve-out financial statements are presented in euros, which is Metso Minerals’ functional and presentation currency.

Transactions in foreign currencies are recorded at the rates of exchange prevailing at the date of the transaction. At the end
of the reporting period, unsettled foreign currency transaction balances are valued at the rates of exchange prevailing at the
balance sheet date. Trade related foreign currency exchange gains and losses are recorded in other operating income and
expenses, unless the foreign currency denominated transactions are subject to hedge accounting, in which case the related
exchange gains and losses are recorded in the same line item as the hedged transaction. Foreign exchange gains and losses
associated with financing are entered as a net amount under financial income and expenses.

The statements of income of subsidiaries with a functional currency different from the presentation currency are translated
into euros at the average month end exchange rates for the financial year, and the balance sheets are translated at the
exchange rate in effect on the balance sheet date. This exchange rate difference is recorded through other comprehensive
income (OCI) within cumulative translation adjustments under equity.

The translation differences arising from foreign subsidiary net investments and long-term subsidiary loans without agreed
settlement dates are recognized through OCI with in cumulative translation adjustments under equity. When Metso
Minerals hedges the net investment of its foreign subsidiaries with foreign currency loans and financial derivatives, the
translation difference is adjusted by the currency effect of hedging instruments which has been recorded, net of taxes,
through OCI under equity. When a foreign entity is disposed of, the respective accumulated translation difference, including
the effect from qualifying hedging instruments, is reversed through OCI and recognized in the consolidated statements of
income as part of the gain or loss on the sale. If the equity of a foreign currency denominated subsidiary is reduced by
reimbursement of invested funds, the translation difference relating to the reduction is reversed through OCI and recognized
in the consolidated statements of income.

Net Investment Hedge

Metso Minerals may hedge its net foreign investments in certain currencies to reduce the effect of exchange rate
fluctuations. The hedging instruments are mainly foreign currency loans and foreign currency forward contracts. Both
realized and unrealized exchange gains and losses measured on these instruments are recorded, net of taxes, through OCI
in a separate component of equity against the translation differences arising from consolidation to the extent these hedges
are effective. The interest portion of derivatives qualifying as hedges of net investment is recognized under financial income
and expenses.
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5.2 Subsidiaries

Ownership

Company name Country Dec 31, 2018

MetSO MINETALS OF ....eouviriieniieiieierieeiesiteie sttt ettt ettt aeseeeee s enaeseeens Finland 100.00%
Metso Argentina SA ... Argentina 100.00%
Metso Austria GMbH ........ccooiiiiiiiiie e Austria 100.00%
Metso Australia Ltd........cocooirereieiiiiiee e Australia 100.00%
WearX Holdings Pty Ltd ... Australia 100.00%
Metso Brazil Indastria € Comércio Ltda........cccoeveveniniininiininieniiiceieiee Brazil 100.00%
MetsO Chile SPA ..ot Chile 100.00%
Metso Minerals (Tianjin) Co. Ltd®" ... China 45.00%
Shaoguan City Shaorui Heavy Industries Co Ltd........cccoceevverieienenceiennne, China 75.00%
Metso Minerals (Tianjin) International Trade Co. Ltd ........cccocvvvveriveiennnnnnns China 100.00%
Metso Minerals (Quzhou) Co Ltd .......cccoecveviereeienirennns China 100.00%
Metso Czech Republic s.r.0.............. ... Czech 100.00%
Metso Germany GMmbH ...........cccooiiiiiiiiiieeeeee e Germany 100.00%
Metso Denmark A/S Denmark 100.00%
Metso Denmark Properties APS.......cceeveeuereerienieeiienieeienieeiesieeeesieeeesieneens Denmark 100.00%
Metso Espana SA ..........ccccoeeeee. Spain 100.00%
Metso Spain Holding, SL.U .......cccecvevncncne Spain 100.00%
Santa Ana de Bolueta Gringing Mesi, S.A.U .... Spain 100.00%
Forjas del Guadalquivir, S.L.U.........cc.......... ... Spain 100.00%
Metso Ghana Ltd ......ccooooeiiiiiiieieieee s Ghana 100.00%
MetSO UK LA ..o Great Britain 100.00%
Kiln Flame Systems Enterprises Limited ... ... Qreat Britain 100.00%
Kiln Flame Systems Ltd ........cccocirieriiniiiiiiieneieeeeeeieeeeee e Great Britain 100.00%
PT Metso Minerals INdONesia ..........ccceeruerieieieininenieieieeneseneeeeecsne e Indonesia 99.90%
Metso India Private Ltd ... India 100.00%
Metso Japan Co. LEd......cccveriecienieieiieieecteeseee e Japan 100.00%
Metso (Kazakhstan) LLP........cccccoeoieriieieriinieieciceieseecesie et se e eeens Kazakhstan 100.00%
Metso Minerals Dooel Skopje ... Makedonia 100.00%
Metso Mexico SA de CV it Mexico 100.00%
MEtSO SA dE CV ettt Mexico 100.00%
Metso Norway A/S.... ... Norway 100.00%
Metso PErtl SA ...coiiiiiiiiiiiie e Peru 100.00%
Metso d.0.0. BEOGrad ......c.ocueeiiiiiiieiieieieceeeee e Serbia 100.00%
000 Metso........coueuee Russia 100.00%
Metso Sweden AB..... ... Sweden 100.00%
AB P. J. Jonsson 0Ch SONET ........cc.ccueiririnieieieinesiesieeeeesie e Sweden 100.00%
Metso Central America SA Panama 100.00%
Metso Asia Pacific Pte Ltd........ccoooiiiiiineeeeeeee e Singapore 100.00%
Metso Minerals Anonim Sirketi .... Turkey 100.00%
Metso South Africa Pty Ltd......ccccooeveiiieniniiininienieieieee South Africa 86.74%
Metso Mining and Construction (South Africa) (Pty) Ltd..... South Africa 86.74%
Metso Zambia Ltd ........cccoceviminiiiiinininicciecnceeee ... Zambia 100.00%
Metso Minerals Canada INC........c..cceoevirinenieiiinineieeeeece e Canada 100.00%
Metso France SAS ..ottt France 100.00%
Metso Portugal Lda Portugal 100.00%
Metso Algeria EURL Algeria 100.00%
MEtSO USA TNC. ..ottt sttt st USA 100.00%
Metso Minerals Industries Inc. .. USA 100.00%
Metso Shared Services Ltd.........cccoeveririneniiiiiinineniccncneceeeceesee Canada 100.00%
Metso Captive Insurance Limited...........cooerieieiinienininenninnencccceeen Great Britain 100.00%

1) 100% consolidated
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5.3. Associated Companies and Joint Ventures

Accounting policy

The equity method of accounting is used for investments in associated companies in which the investment provides Metso
Minerals the ability to exercise significant influence over the operating and financial policies of the investee company.
Such influence is presumed to exist for investments in companies in which Metso Minerals’ direct or indirect shareholding
is between 20 and 50 percent of the voting rights or if Metso Minerals is able to exercise significant influence. Investments
in associated companies are initially recognized at cost after which Metso Minerals’ share of their post-acquisition retained
profits and losses is included as part of investments in associated companies in the consolidated balance sheets.

Under the equity method, the share of profits and losses of associated companies and joint ventures is presented separately
in the consolidated statements of income.

A joint arrangement is an arrangement of which two or more parties have joint control. Within Metso Minerals, all the joint
arrangements are joint ventures. Investments in joint ventures in which Metso Minerals has the power to jointly govern the
financial and operating activities of the investee company are accounted for using the equity method. Investments in joint
ventures in which Metso Minerals has the control over the financial and operating activities of the investee company are
fully consolidated and a non-controlling interest is recognized.

Associated Companies and Joint Ventures

2018 2017 2016
Carrying Carrying Carrying
EUR million Ownership value Ownership value Ownership value
Liugong Metso Construction Equipment (Shanghai) Co.
50.0% 3 50.0% 1 50.0% 1
49.0% 1 - - - -
0 0 0
4 1 1

Metso Minerals acquired in 2018 49% of the shares of South African company Sefate Capital (Pty) Limited. This
restructuring transaction also had an impact to the share of non-controlling interest in Metso South Africa Pty Ltd, which
is 13.26% at the end of year

The Movements in the Carrying Value of Investments in Associated Companies and Joint Ventures

EUR million 2018 2017 2016
Investments in associated companies and joint ventures
Acquisition cost as 0f JANUATY 1 .....oc.oiiiiiiiiiiiieeee e 2 2 2
Investments........cccccceevveniiiiniiienenne. 4 -
Acquisition cost as of December 31... 6 2 2

Equity adjustments in investments in associated companies and joint ventures
Equity adjustments as of JANUATY 1.......ccocoiiiiiiiiiiiiiieee e (1) (1) (1)
SRATE OF TESULLS ...ttt ettt ettt saeaen 0 0 0

Translation differenCes..........ooiriiiiiiiiiinieic et 0 0 0
Equity adjustments as of December 31...............c..cooiiiiiiniiiiie (2 8)) 1)
4 1 1

Carrying value as of December 31 ............cccoiiiiiiiiiiiiie e

Metso Minerals’ share of the assets and liabilities, sales and results of the associated companies and joint ventures, which
have been accounted for using the equity method

EUR million 2018 2017 2016

AASSEES et e e et e e ettt e e e ate e e etaeeeatbeeeatteeeataeeaatbaeeatteeeateeeearreaeanren 15 2 3
AADIIIEIES ...ttt ettt ettt ete et eat e et e et e te e et e eateeneeenaeeteeanes 11 2 2
SALES .ot e et e e e e e e ette e enaaeeeateeeetaeeenateeenareeas 7 2 1
PrOTTE ettt ettt ettt et e et et e e te e eteeeaeeereeeneebeeaans 0 0 0
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5.4. Related Party Transactions

Metso Minerals’ related parties include Metso Corporation, Metso companies other than Metso Minerals business related
and associated companies as well as key members of Metso Minerals management. For a list of Metso Minerals’ associated
companies, see note 5.2 of these carve-out financial statements. For information on the remuneration and salaries paid to
the management of Metso Minerals management, see note 1.5 of these carve-out financial statements.

In the historical carve-out financial information of Metso Minerals, previous business transactions between Metso Minerals
business and Metso Flow Control business have been presented as related party transactions. Metso Minerals’ sales and
purchases to and from Metso Flow Control has been insignificant during the periods in the carve-out financial statements.

In addition, Metso Group has equity and financing transactions with Metso Minerals business, which have led to the
recognition of receivables and liabilities with Metso Group. Current receivables include trade receivables arising in the
intragroup services as well as loan receivables and positive cash pool balances resulting from the centralized cash pool
arrangements. Other receivables comprise non-interest bearing receivables from Metso Corporation corresponding to
Metso Minerals’ ownership in Metso Group entities, which are subject to contemplated internal reorganizations before the
Effective date.

Non-current and current loan receivables represent loan balances owed by the Flow Control entities to the Metso Minerals
entities, which have arranged funding to the Flow Control entities to meet their financing needs. Trade payables comprise
of items arising in intragroup services. Cash pooling liabilities represent cash owed to Metso as part of the centralized cash
pool arrangements. Interest income relates to interest earned on positive cash pool accounts and loan receivables and
interest expenses comprise of interest on Metso’s financing to Metso Minerals and interest costs on cash owed through the
cash pooling arrangements.

Transactions Carried Out and Related Balances with Metso Group

EUR million 2018 2017 2016
SALES ittt et e e e e e e e ettt e e et e e e eaaeeeetaeeeetaeeeaaaaeans 0 0 0
Cost of sales .......... 0 0 0
Finance income ..... 5 7 10
FINANCE EXPEIISES ....euveutieiietieiieieeitete sttt et et et e b e st e s tesae et e sttenbesaeenbesseensesaeenbesseensesseensas 0 0 0
EUR million 2018 2017 2016
Non-current

L0aN TECEIVADIES .....c.veiiiieiiicie ettt ettt e v et e et eeaeeeabeereeennas 49 70 106

Other non-current receivables 137 83 104
Current

LOAN TECEIVADIES ...ttt e e et e e e eteeeaeeaeeeneeeeneean 33 23 27

Trade receivables.......... 8 8 23

Cash pool receivables ....... 20 27 39

Other Current reCeIVADIES .......c.viiiiiiiii ettt eaae e 1 0 1
Non-current

Other non-current Habilities ..........ccuiivviiiiiiiiecieecee et et eaee e 6 6 6
Current

Cash POOL HADIIIIES ....eovertiiiieieieiiei ettt 81 136 151

Trade PAYADIES ..ottt 1 1 8

Other current HADIIITIES ........ccveeeueiericeeeecee ettt et e eaeeeaeeenreeeaeean 0 1 0

Following the Effective Date, business transactions between Metso Minerals and Metso Flow Control will not be related
party transactions according to the “/AS 24 — Related Party Disclosures” standard.

Transactions Carried Out and Related Balances with Associated Companies and Joint Ventures

EUR million 2018 2017 2016

SALES .ttt ettt et e e aa e e teeetteebe e et e e beeateeereeeateenreeaans 0 1 2
PUICRASES ... eeuiieiieiiietieie ettt ettt et et e e st e beesbesaeesaesbeessesseessesseessassessseseessanes 0 0 1)
RECEIVADIES ...ttt ettt e e et e e et e eteeeneeeneeeaneens 0 3 2
PAYADIES ...ttt ettt ettt nbe et - - -
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5.5. Acquisitions and Business Disposals
Acquisitions 2018

On July 2, 2018, Metso Minerals acquired 100% of the share capital of Swedish mobile crushing and screening solution
provider P.J. Jonsson och Soner AB. The acquired business contributed sales of EUR 20 million to Metso Minerals for the
period from July 2, 2018 to December 31, 2018. The company’s sales in 12 months fiscal year that ended on August 31,
2017, was EUR 33 million and the number of personnel was 40.

On December 4, 2018, Metso Minerals acquired 100% of the share capital of UK-based combustion solutions and
technology provider Kiln Flame Systems Ltd. The company is specialized in rotary kiln and calcining processes,
combustion optimization and burner technologies. The company’s sales in 12 months fiscal year that ended on August 31,
2018, amounted to EUR 4 million and the number of personnel was 13.

The Preliminary Assets and Liabilities Recognized as a Result of the Acquisitions

EUR million 2018
INEANGIDIC ASSELS .....eviuteiieiiitietert ettt ettt ettt e et b e ea e bt b ettt eh e bt bttt eh et sa et a et nes 7
Property, plant and EQUIPIMENL........c.cciecvirierieiteetietereet et ete e stesteeteetesseesseeseessesseesseassessesseessesssensesseensesseensesseensensesssens 4
DN 1110 USSR 7
TTAAE TECEIVADIES. ...ttt ettt ettt ettt ettt e et e b et e e st ee e es e et e e b e s e e emeemees e ebeebe et e s enseneeneebeabestenseneeneenis 5
OthET TECEIVADIES ...ttt ettt h et b et s h et s bt et s bt et e e bt et e e bt et e e bt et e sbeestesbeentesbeeneens 0
[0 1] | DO OO OO OO OO OO OO OO OO RO PO PURPTSORURURRRPN 3
TTAAC PAYADIES. ....cueieeienieetieeet ettt ettt et ettt e te e at et e et e esbe e st e s b e e st e st e sa e et e e st e te e st en b e eheenbe e st enbeeheenteentenbeeneentens 6)
Other liabilities 4)
DEfErred tax HADILILY ..........ovoviveeieeteeeeeeeee ettt st s e s s e aes s e et ess e esen e et enesees s s e s s seennes 2
Net identifiable assets acquired at fair value.................coooooiiiiiiiii e 15
GOOAWILL. ...t e et e et e s e e n e n s n et s e s e s n s enen e 18
33

Purchase CONSIAETAtION .................cooiiiiiiiiiii et e e e et e e e b e e e e aaeeeeabeeeessaeeeeaaseeesaseeessssaaeannneeas

The goodwill is attributable to synergies related to sales and personnel know-how. Goodwill is not tax deductible.

Initial calculations on goodwill generated are based on the results of acquired companies, adjusted by changes in accounting
principles and effects from the fair value adjustments of acquired assets and related tax adjustments.

The net cash flow impact of the acquisitions

EUR million 2018

Cash CONSIACTAION PAIA........eeuiieieieiietiet ettt et ettt ettt ettt ea e et e e b e et et e st esees e ebeebe et e s eneeneeneeseebeaeenbeneeneenis (32)
Cash and cash eqUIVAIENS ACQUITE .......ccueruiiiiitieieie ettt ettt st b et e s bt et e bt enbe s bt entesbeenbesbeeneens 3
Net cash flOW FOI the FEAT .....co.eiiiiiiiiii ettt ettt ettt st se et ettt sbesae bt neneene (28)
CONtINGENt CONSIACTAION...........v.eeveeeieeeeeeeeeeeeeseeee ettt e sese e s s et sesees s s s s e ssessseesesssessenseeeseneseesenasseseneseesnes (1)
Cash considerations, tOtal.......................oiiiiii i et ettt e e e et e e eata e e eraaaeaaaee s 29)

Acquisition costs of EUR 0,6 million are expensed and included in administrative expenses in the income statement and in
operating cash flow in the statement of cash flows.

Acquisitions 2017

On November 1, 2017, Metso Minerals acquired 100% of the share capital of Australian WearX Holding Pty Ltd, which
is producing wear lining solutions.

The acquired business contributed sales of EUR 5 million to the Metso Minerals for the period from November 1, 2017 to
December 31, 2017. The company’s sales in the twelve months fiscal year that ended June 30, 2017, amounted to EUR 23
million and the number of personnel was 142.
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The Assets and Liabilities Recognized as a Result of the Acquisition

EUR million 2017
INEANGIDIE ASSELS ..c..eviuteiieiiitietertet ettt ettt ettt a et b ettt ea e bt b ettt et eh e bt bttt eh e eb e bt n et nes 11
Property, plant and equipment 2
Inventory ......ccoeeeeeveevivenienieeee 1
Trade receivables 6
Cash.....cccceoveinenn 1
Trade payables...... ?2)
OFNET [IADTIIEIES ....evteeiiieeiiietieeiie ettt e et et e et e et e e bt e stbe e taeeaseeseeessa e ssesaseensseessaessseenseessseensaaesseenssesnsaessseenseessneensens 3)
Deferred tax HADILILY ....c..ocveiiiiitiieiee ettt eb ettt h e bttt ettt et ens )
Net identifiable assets acquired at fair value.... 13
GOOAWIIL e 18
31

Purchase consideration

The goodwill is attributable to synergies related mainly to the extended offering in the wear lining business in the whole
group, sourcing and personnel know-how. Goodwill is not deductible for tax purposes.

The calculation on goodwill generated is based on the acquired company’s result adjusted by changes in accounting
principles and effects from the fair value adjustments of acquired assets and related tax adjustments.

The Net Cash Flow Impact of the Acquisition

EUR million 2017

CaSh CONSIARTALION .....viiitititeit ettt ettt b ettt et b e ea e bt b e e et et etea e e bt s bt st et et eetene et e sbesa e s et ennenes (31)
Cash and cash eqUIVAIENTS ACGUITEA .......ecveiuieieriieierie ettt ete et te et e e e te b e e teeteseeebeeseesseeseessessaessesseensesseensesssensenseensens 1
Net cash outflow - InVesting ACHIVIHIES ............c.oooiiiiiiiiiiii ettt 30

Acquisition costs of EUR 0.4 million are expensed and included in other expenses in income statement and in operating
cash flow in the statement of cash flows.

Acquisitions 2016
Metso Minerals made no business acquisitions in 2016.
Disposals

Metso Minerals made no business disposals in 2018, 2017 or 2016.

5.6. New Accounting Standards
New and Amended Standards Adopted in 2018
IFRS 15 Revenue from Contracts with Customers

Metso Minerals adopted the new IFRS 15 Revenue from Contracts with Customers standard from January 1, 2018. The
adoption was done fully retrospectively starting from comparative period 2017, using permitted practical expedients. IFRS
15 introduces a five-step model for assessing revenue recognition. The principle is that revenue is recognized at an amount
that reflects the consideration to which an entity expects to receive in exchange for transferring goods or services to a
customer. Revenue is recognized when the control of goods or service is transferred to a customer. Revenue is recognized
either at a point in time or over time. The accounting policy for sales recognition described in note 1.2.

Adoption of the new standard has had no impact on the timing of sales recognition or on the balance sheet presentation.
Reported sales is reduced by the amounts of late delivery penalties, which have up until now been expensed. Accordingly,
cost of goods sold (COGS) is affected positively by the same amount. Gross profit and other income statement items as
well as the balance sheet are unchanged.
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The used practical expedients:

. client contracts signed and satisfied in 2017 were not adjusted
. client contracts fully satisfied by January 1, 2017 were not adjusted
. disclosure on transaction price allocated to unsatisfied performance obligations as at December 31, 2017 and the

expected recognition period will not be reported

If Metso Minerals would have chosen to not apply the practical expedients, this would not have had a material impact on
the financial statements.

The IFRS 15 impact on Metso Minerals’ Carve-out Statement of Income for 2017 is as follows:

2017
EUR million Restated Adjustment Reported
SALES 1uvieitieiieieet ettt ettt et e te et b e be et e teera e beesbesteesbebeessenteesaebeenaene 2,177 (6) 2,183
COSt OF Z0OMS SOLA ... 1,623 6 1,629
554 - 554

Gross profit

IFRS 9 Financial Instruments

Metso Minerals has adopted the IFRS 9 Financial instruments standard from January 1, 2018. The IFRS 9 adoption at
Metso Minerals is related to three areas: the classification and measurement of financial assets, the impairment model for
financial assets based on expected loss method, and to a new guidance on hedge accounting that will align more closely
with common risk management practices. Applying IFRS 9 did not have any significant impact on the classification or
valuation of financial assets, impairment bookings on trade receivables and other financial assets or hedge accounting.
However, the adoption of IFRS 9 caused an adjustment to the carrying value of a debt instrument, for which the earlier
modification loss has not been recognized. The adjustment in the opening retained earnings as at January 1, 2018, amounted
to EUR 0.5 million.

Classification of Financial Instruments

In IFRS 9 financial assets are classified according to their cash flow and the business model they are managed in. Applying
IFRS 9 did not have any significant impact on the classification or valuation of financial assets in Metso Minerals.
Commercial papers and deposits and interest bearing investments are valued at amortized cost only when the business
model is to hold the financial assets until the due date and collect the contractual cash flows through principal and interest
payments. Other interest bearing investments and shares in mutual funds are value at fair value through profit and loss
accounts.
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The following table sets out the classification and carrying amounts of Metso Minerals’ financial assets and liabilities as
well as changes thereto as at the date of initial application IFRS 9, 1 January 2018:

Carrying amount as at

January 1, 2018
EUR million IAS 39 classification IFRS 9 classification IAS39 IFRS9 Change
FINANCIAL ASSETS
Current financial assets
Trade receivables
Trade receivables............ ... Loans and receivables At amortized cost 424 417 7
Trade receivables for sale ..........c.coveueuencne Loans and receivables At fair value through other - 7 7
comprehensive income
Interest bearing receivables ...........ccocevveuenee Loans and receivables At amortized cost 0 0 -
Other receivables
Derivatives, under hedge accounting ......... At fair value through other At fair value through other 6 6 -
comprehensive income comprehensive income
statement OCI
Derivatives, not under hedge accounting ... At fair value through profit 6 6 -
At fair value through profit and loss
and loss accounts
Other receivables ...........ccooiciiinniccns Loans and receivables At amortized cost 101 101 -
Liquid funds
Deposits and securities, maturity more than
three months.........coceevevrenininnincnecne Assets at fair value through At amortized cost 123 246 123
profit and loss accounts
Deposits and securities, maturity more than ~ Assets at fair value through At fair value through other - 2 2
three months.........coeeeveoinenneneinccecne profit and loss accounts comprehensive income
Cash and cash equivalents...........c.ccccccueece
Fund investments ..........c.coeeveerenrierenecns Loans and receivables At fair value through profit - 46 46
and loss
Deposits and securities, maturity under Loans and receivables At amortized cost 229 57 (172)
three months.........ccoeceicicucnicnnnicen
Cash and cash equivalents .............ccc.c... Loans and receivables At amortized cost 349 349 -
FINANCIAL LIABILITIES
Current financial liabilities
Interest bearing liabilities
Current portion of long-term debt .............. At fair value through profit At fair value through profit 209 210 1
and loss accounts and loss
Current portion of long-term debt .............. Measured at amortized cost At amortized cost 69 69 -
Short-term debt ... Measured at amortized cost At amortized cost 21 21 -
Trade payables........ccccoeeveereinieinecneenne Measured at amortized cost At amortized cost 298 298 -
Other liabilities
Derivatives, under hedge accounting ......... At fair value through other At fair value through other 7 7 -
comprehensive income comprehensive income
statement OCI
Derivatives, not under hedge accounting ... ~ At fair value through profit At fair value through profit 2 2 -
and loss accounts and loss
Other 1liabilities ........cceoveererereereceecne Liabilities ~ measured at At amortized cost 171 171 -

amortized cost

Measurement of Financial Instruments

Long-term debts are valued at amortized cost using the effective interest method, except the debts, which fair value hedge
accounting is applied, are being valued at fair value through profit and loss accounts. IFRS 9 did not have impact on
classification of financial liabilities, but the transition to IFRS 9 causes an adjustment to the carrying value of a debt, for
which the earlier modification loss has not been recognized in 2013. Impact to the retained earnings as at January 1, 2018,
amounted to EUR 0.5 million.

IFRS 9 gives guidance to measure the impairment of financial assets. Metso Minerals assesses systematically the credit
risk related to its financial assets valued at amortized cost, thus valuation of financial assets at fair value included already
the credit risk impact. For trade receivables Metso Minerals uses the simplified approach of measuring the expected losses
based on the lifetime expected loss amounts. Under IFRS 9 credit loss allowance is recognized earlier than currently,
however the impact is expected to be minor, because of the low level of actual credit losses in the past years. Credit risk of
client receivables from sales recognition using POC method are targeted to be covered through the advance payments from
the clients.

Hedge Accounting

The new guidance for hedge accounting aligned hedge accounting more closely with risk management. Also, IFRS 9
relaxed the requirements for hedge effectiveness, only prospective effectiveness testing is needed.
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Before January 1, 2018, Metso Minerals applied hedge accounting for forecasted cashflow transactions based on firm client
long-term contracts. The hedge relationships mainly qualified also for IFRS 9, so no major impacts for financial statements
occurred.

IFRS 2 Amendment - Classification and Measurement of Share-based Payment Transactions

Metso Minerals has adopted the amendment to IFRS 2 Classification and measurement of Share-based Payment
Transactions from January 1, 2018. The amendment clarifies the measurement and accounting treatment for cash-settled
share-based payments. When an employer is committed to the net settlement feature and thereby withholds and pays to the
tax authority an amount for the employee’s tax obligation associated with a share-based payment, the whole award should
be treated as if it were equity-settled. The adoption of the IFRS 2 had no effect to carve-out financial statement.

IFRIC 22 Foreign Currency Transactions and Advance Consideration

This new interpretation gives guidance on the practice regarding the exchange change rate used when the transactions are
denominated in foreign currency in circumstances in which consideration, both monetary and non-monetary, are received
or paid in advance. Both monetary and non-monetary transactions are recorded using the exchange rate of the transaction
date. Metso Minerals does not expect that adoption of this interpretation will have a major effect on its financial statements.
Metso Minerals has applied the interpretation from the beginning of the financial year 2018.

Other New and Amended Standards Effective

The impact from other new and amended standards effective is not considered to be material to Metso Minerals.

New and Amended Standards Adopted in 2017
1AS 7 - Amendment

Disclosure initiative - amendment to IAS 7 Statement of Cash Flows. The amendment requires entities to provide
disclosures about changes in financial activities. Metso Minerals has adopted this amendment in the financial statements
2017, see note 26 Net debt reconciliation.

IAS 12 - Amendment

Recognition of deferred tax assets for unrealized losses - Amendment to IAS 12. The amendment clarifies the accounting
for deferred tax assets for unrealized losses on debt instruments measured at fair value.

New and Amended Standards Adopted in 2016
14S 1

The Amendments to IAS 1 Disclosure Initiative clarifies the existing IAS 1 disclosure requirements for the statement of
financial position, profit and loss account and OCI. Metso Minerals has applied this amendment from the beginning of
2016 and it had no major impact to its financial statements.

Annual Improvements 2012-2014 Cycle

Metso Minerals has applied the required annual improvements related to IFRS 5 Non-current assets Held for Sale and
Discontinued Operations, IFRS 7 Financial Instruments: Disclosures, IAS 19 Employee Benefits and IAS 34 Interim
Financial Reporting from the beginning of 2016 and they had no major impact to its financial statements.

New and Amended Standards to be Applied in 2019 or Later
IFRS 16 Leases

IFRS 16, effective for periods beginning on or after January 1,2019, replaces IAS 17 Leases and the interpretations thereto.
IFRS 16 sets out the principles for the recognition, measurement, presentation and disclosure of leases and requires lessees
to recognize nearly all leases on the balance sheet. The standard includes two recognition exemptions for lessees — leases
of low-value assets (e.g. laptops and printers) and short-term leases (lease term of 12 months or less). At the commencement
date of a lease, a lessee will recognize a liability to make lease payments (the lease liability) and an asset representing the
right to use the underlying asset during the lease term (the right-of-use asset).

Lessees will be required to separately recognize the interest expense on the lease liability and the depreciation expense on
the right-of-use asset. Lessees will be also required to remeasure the lease liability upon the occurrence of certain events
(e.g., a change in the lease term or a change in future lease payments resulting from a change in an index or rate used to
determine those payments). The lessee will generally recognize the amount of the remeasurement of the lease liability as
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an adjustment to the right-of-use asset. Lessor accounting under IFRS 16 is substantially unchanged from today’s
accounting under IAS 17.

Metso Minerals will adopt IFRS 16 as of January 1, 2019 using the modified retrospective approach whereby the
comparative financial information is not restated. Metso Minerals plans to apply the standard to contracts that were
previously identified as leases. Metso Minerals plans to use the recognition exemptions proposed by the standard on low-
value leased assets and short-term leases.

Based on Metso Minerals’ assessment, the adoption of IFRS 16 will have some impact on reported EBITDA, operating
profit, non-current assets, interest bearing liabilities and total balance sheet amounts as well as on related key figures. The
change will affect also the presentation of cash flows from operating activities and from financing activities.

As at December 31, 2018 Metso Minerals’ off-balance sheet operating lease commitments amounted to EUR 68 million of
which the most part will be recognized on the balance sheet in connection with the adoption of IFRS 16. Part of the
operating lease commitments relates to low-value leased assets and short-term leases for which no right-of-use asset or
lease liability will be recognized. The finance lease liabilities of Metso Minerals were not material as of December 31,
2018. The value of the right-of-use asset and the respective lease liability to be recognized on the opening balance sheet as
of January 1, 2019 is expected to be in the range of EUR 65—75 million.

In the income statement, the lease expense relating to the leases to be recognized on the balance sheet under IFRS 16 will
be replaced by the interest expense of the lease liability and depreciation of the leased asset. This change will have an
increasing impact on the reported operating profit, EBITDA and net financial expenses.

IFRIC Interpretation 23 Uncertainty over Income Tax Treatment

The interpretation addresses the accounting for income taxes when tax treatments involve uncertainty in the application of
IAS 12. An entity must determine whether to consider each uncertain tax treatment separately of together with one or more
other uncertain tax treatments. The approach that better predicts the resolution of the uncertainty should be followed. Metso
Minerals will apply the interpretation from January 1, 2019. Based on an initial assessment, the interpretation will not have
a material impact on Metso Minerals.

Other New and Amended Standards Issued but not yet Effective

The impact from other new and amended standards issued but not yet effective is not considered to be material to Metso
Minerals.

5.7 Exchange Rates Used

Average rates Year-end rates
2018 2017 2016 2018 2017 2016
USD (US dollar) 1.1809 1.1307 1.1021 1.1450 1.1993 1.0541
SEK (Swedish krona) 10.2591 9.6392 9.4496 10.2548 9.8438 9.5525
GBP (Pound sterling) 0.8861 0.8742 0.8159 0.8945 0.8872 0.8562
CAD (Canadian dollar) 1.5307 1.4684 1.4630 1.5605 1.5039 1.4188
BRL (Brazilian real) 4.3020 3.6271 3.8571 4.4440 3.9729 3.4305
CNY (Chinese yuan) 7.8148 7.6299 7.3199 7.8751 7.8044 7.3202
AUD (Australian dollar) 1.5795 1.4780 1.4856 1.6220 1.5346 1.4596
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6. Other Notes

6.1. Audit Fees

EUR million 2018 2017 2016

AL SETVICES ...uvvieieitieeetee e ettt e ettt et e e et e e et e e e ettt e e e eaaeeeeeaeeeeetaeesesaeeeeaaeeeeesseeeanreeeans 1.2 1.1 1.2
Tax services 0.0 0.1 0.1
Other audit related services 0.0 0.1 0.1
TOCAL... .o e e e e e e e e et a e e e e e e tabraaaeeeenrrraaaes 1.2 1.3 1.5

6.2. Lawsuits and Claims

Several lawsuits, legal claims and disputes based on various grounds are pending against Metso Minerals in various
countries related, among other things, to Metso Minerals’ products, projects, other operations and customer receivables.
Metso Minerals’ management assesses, however, to the best of its present understanding that the outcome of these lawsuits,
claims and legal disputes would not have a material adverse effect on Metso Minerals in view of the grounds presented for
them, provisions made, insurance coverage in force and the extent of Metso Minerals’ total business activities. It should
be noted, however, that outcomes of pending lawsuits, legal claims and disputes are beyond the direct influence of Metso
Minerals’ management and may, therefore, materially deviate from management’s current assessment.

6.3. Events After the Reporting Period Ended December 31, 2018
Acquisition of HighService Corp’s Service Business

Metso announced on January 2, 2019 that it had agreed to acquire HighService Service, the service business of the Chilean
mining technology and maintenance provider HighService Corp. HighService Service (later Industrial Support Company
SpA) is a high-quality service provider for the mining industry, with operations in Chile, Argentina and Brazil. Its sales in
the fiscal year 2017 were EUR 60 million and it has 1,300 employees. The acquisition is pending regulatory approval from
the Chilean authorities and is expected to close during the first half of 2019. The parties have agreed not to disclose the
value of the transaction.

Divestment of Grinding Media Business

Metso announced on January 4, 2019 that it had successfully completed the divestment of its grinding media business
to Moly-Cop, a portfolio company of American Industrial Partners. The divestment was announced on November 6,
2018. The transaction includes the sale of Metso Spain Holding, S.L.U, including operations in Bilbao and Seville,
Spain. As part of the transaction, approximately 80 employees have transferred from Metso Minerals to Moly-Cop.
The turnover of the divested business in 2018 was approximately EUR 60 million. Based on an initial assessment,
Metso Minerals does not expect to recognize a material impact on the income statement from the divestment.

Acquisition of McCloskey

Metso announced on June 10, 2019 that it has signed an agreement to acquire McCloskey International, a Canadian
mobile crushing and screening equipment manufacturer, to expand Metso Minerals’ offering in the aggregates industry
globally and to strengthen the customer reach especially to general contractor customers. The acquisition was
completed on October 1, 2019.

In the 12-month period ending September 30, 2018, McCloskey had pro forma sales of CAD 464 million (EUR 308
million) and a pro forma EBITDA margin of 10.3%. The company’s sales in the fiscal year ending September 30,
2019, are expected to exceed CAD 500 million (EUR 330 million). McCloskey has approx. 900 employees in Canada,
the United States and Northern Ireland.

The enterprise value of the transaction is CAD 420 million (EUR 279 million) payable at closing with an additional
profitability-based earn-out consideration of up to CAD 35 million (EUR 23 million) for the two-year period after
closing.

To ensure financing for the acquisition, Metso has agreed on a bilateral loan from Nordea Bank Abp. The loan has a
maturity of two years and includes an option to extend the maturity by one year.
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AUDITOR’S REPORT (Translation of the Finnish original)

To the Board of Directors of Metso Corporation

Report on the Audit of Carve-out Financial Statements
Opinion

We have audited the carve-out financial statements of Metso Minerals business (“Metso Minerals”) of Metso Corporation
(business identity code1538032-5) for the years ended 31 December 2018, 31 December 2017 and 31 December 2016. The
carve-out financial statements comprise the combined balance sheets as at 31 December 2018, 31 December 2017 and 31
December 2016 and the combined income statements, statements of comprehensive income, statements of changes in equity
and statements of cash flows for the years then ended as well as the notes, including summaries of significant accounting
policies, to the carve-out financial statements. The carve-out financial statements of Metso Minerals and this report have been
prepared only for the purpose of including them in the prospectus prepared by Outotec Corporation as described in the notes
to the carve-out financial statements.

In our opinion, the carve-out financial statements of Metso Minerals give a true and fair view of its financial positions as at 31
December 2018, 31 December 2017 and 31 December 2016 as well as its financial performances and their cash flows for the
years then ended in accordance with International Financial Reporting Standards (IFRS) as adopted by the EU and under
consideration of the principles for determining which assets and liabilities, income and expenses as well as cash flows are to
be assigned to Metso Minerals as described in the notes to the carve-out financial statements.

Basis for Opinion

We conducted our audit in accordance with good auditing practice in Finland. Our responsibilities under good auditing practice
are further described in the Auditor’'s Responsibilities for the Audit of Carve-out Financial Statements section of our report.

We are independent of Metso Corporation and of the group companies in accordance with the ethical requirements that are
applicable in Finland and are relevant to our audit, and we have fulfilled our other ethical responsibilities in accordance with
these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Responsibilities of the Board of Directors and the Managing Director for the Carve-out Financial Statements

The Board of Directors and the Managing Director of Metso Corporation are responsible for the preparation of carve-out
financial statements that give a true and fair view in accordance with International Financial Reporting Standards (IFRS) as
adopted by the EU and under consideration of the principles for determining which assets and liabilities, income and expenses
as well as cash flows are to be assigned to Metso Minerals as described in the notes to the carve-out financial statements.
The Board of Directors and the Managing Director are also responsible for such internal control as they determine is
necessary to enable the preparation of carve-out financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the carve-out financial statements, the Board of Directors and the Managing Director are responsible for
assessing Metso Minerals’ ability to continue as going concern, disclosing, as applicable, matters relating to going concern
and using the going concern basis of accounting. The carve-out financial statements are prepared using the going concern
basis of accounting unless there is an intention to liquidate Metso Minerals or cease operations, or there is no realistic
alternative but to do so.

Auditor’s Responsibilities for the Audit of Carve-out Financial Statements

Our objectives are to obtain reasonable assurance on whether the carve-out financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with good auditing
practice will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of the carve-out financial statements.
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As part of an audit in accordance with good auditing practice, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the carve-out financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Metso Minerals’ internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.
. Conclude on the appropriateness of the Board of Directors’ and the Managing Director’s use of the going concern

basis of accounting and based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on Metso Minerals’ ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the carve-out financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future events
or conditions may cause Metso Minerals to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the carve-out financial statements, including the
disclosures, and whether the carve-out financial statements represent the underlying transactions and events so
that the carve-out financial statements give a true and fair view.

. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within Metso Minerals to express an opinion on the carve-out financial statements. We are responsible for the
direction, supervision and performance of the audit of Metso Minerals. We remain solely responsible for our audit
opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

Emphasis of Matter

We draw attention to the fact that, as described in the notes to the carve-out financial statements for the years ended 31
December 2018, 31 December 2017 and 31 December 2016, Metso Minerals has not formed a separate legal group of entities
during the years ended. The carve-out financial statements are, therefore, not necessarily indicative of the financial
performances, financial positions and cash flows of Metso Minerals that would have occurred if it had operated as a separate
stand-alone group of entities during the years presented nor of Metso Minerals’ future performance. Our opinion is not
modified in respect of this matter.

Helsinki, 7 October 2019

Ernst & Young Oy
Authorized Public Accountant Firm

Mikko Jarventausta
Authorized Public Accountant
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