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SANDVIK AB (PUBL)

(Incorporated with limited liability in the Kingdom of Sweden)

€3,000,000,000

Euro Medium Term Note Programme

This Supplement (the Supplement) to the Base Prospectus (the Base Prospectus) dated 5 November 2010 relating to the €3,000,000,000 Euro Medium Term Note Programme (the Programme) established by Sandvik AB (publ) (the Issuer) constitutes a supplement for the purposes of Directive 2003/71/EC (the Prospectus Directive) and a supplementary prospectus for the purposes of Section 87G of the Financial Services and Markets Act 2000 (the FSMA) and is prepared in connection with the application made for the Notes to be admitted to listing on the Official List of the Financial Services Authority (in its capacity as competent authority for the purposes of Part VI of the FSMA), and to trading on the Regulated Market of the London Stock Exchange plc. Terms defined in the Base Prospectus have the same meaning when used in this Supplement.

This Supplement is supplemental to, and should be read in conjunction with, the Base Prospectus and any other supplements to the Base Prospectus issued by the Issuer.

The Issuer accepts responsibility for the information contained in this Supplement. To the best of the knowledge of the Issuer (which has taken all reasonable care to ensure that such is the case) the information contained in this Supplement is in accordance with the facts and does not omit anything likely to affect the import of such information.
Purpose of this Supplement

The purpose of this Supplement is to provide updated information to potential investors with respect to (a) the business, results of operations and financial condition of the Issuer following publication of the Issuer’s audited consolidated financial statements for the year ended 31 December 2010 and the consolidated unaudited interim financial statements of the Issuer for the six months ended 30 June 2011, (b) the risk factor in relation to the Issuer’s new business strategy, (c) the Issuer’s new business strategy, and (d) the management of the Issuer.

General Information

To the extent that there is any inconsistency between (a) any statement in this Supplement or any statement incorporated by reference into the Base Prospectus by this Supplement and (b) any other statement in or incorporated by reference in the Base Prospectus, the statements in (a) above will prevail.
If documents which are incorporated by reference themselves incorporate any information or other documents therein, either expressly or implicitly, such information or other documents will not form part of this Supplement for the purposes of the Prospectus Directive except where such information or other documents are stated within this Supplement as specifically being incorporated by reference or where this Supplement is specifically defined as including such information.

Save as disclosed in this Supplement, there has been no other significant new factor, material mistake or inaccuracy relating to information included in the Base Prospectus since the publication of the Base Prospectus.

Investors should be aware of their rights under Section 87Q(4) of the FSMA.
23 September 2011

SUPPLEMENTARY INFORMATION

Amendment to the section "RISK FACTORS" on page 7 of the Base Prospectus:

With effect from the date of this Supplement in the section entitled "RISK FACTORS - Risk related to Sandvik’s Business" on page 7, the following is inserted immediately below the title as the first paragraph:
“New strategic direction
The Group’s long-term growth and profitability is dependent in part on the success of its new strategy. There is no certainty or guarantee that the new strategy of the Issuer will be implemented successfully or that it would generate higher growth and profitability, any cost savings or increased quality, or strengthen any market position. Any failure in the Group’s new strategy could have a material effect on the Group’s business, results of operations and financial condition.” 
Amendments to the section "INFORMATION INCORPORATED BY REFERENCE" on page 16 of the Base Prospectus:

With effect from the date of this Supplement in the section entitled "INFORMATION INCORPORATED BY REFERENCE":

(a)
the reference in paragraph (1) to the audited consolidated financial statements (including the auditors' report thereon and notes thereto) of the Issuer in respect of the year ended 31 December 2008 shall be deleted and be replaced by a reference to the “audited consolidated financial statements (including the auditors' report thereon and notes thereto) of the Issuer in respect of the year ended 31 December 2010 set out on pages 42 to 95 of the Issuer's Annual Report for 2010”.

(b)
paragraph (2) is deleted and replaced by the following:

“(2)
the consolidated unaudited interim financial statements of the Issuer in respect of the six months ended 30 June 2011 as set out in pages 1 to 15 of the Issuer's Interim Report for the Second Quarter of 2011; and”
The documents listed above shall be deemed to be incorporated in, and to form part of, this Supplement. Non-incorporated parts of the documents listed above are either not relevant for investors or are covered elsewhere in the Base Prospectus or this Supplement. 
Amendments to the section "DESCRIPTION OF THE ISSUER" on pages 67 to 82 (inclusive) of the Base Prospectus:

With effect from the date of this Supplement:

(a)
the sections entitled "DESCRIPTION OF THE ISSUER - STRATEGY - Organisation", "DESCRIPTION OF THE ISSUER - STRATEGY - Operations" and "DESCRIPTION OF THE ISSUER - STRATEGY - Business Activities" on pages 68 to 69 (inclusive) are deleted and replaced by the following:
“New Strategic Direction

Sandvik has a new strategic direction the purpose of which is to achieve world class performance in value creation through higher growth and profitability and thereby make Sandvik an even more attractive company for customers, employees and shareholders. The new strategy is focused on increasing profitability, strengthening position in attractive markets and segments and being more active in portfolio management. The strategy is based on four cornerstones:
· AMBITION to be world class in every core area;
· higher SPEED in every process; 
· increased FOCUS in selected core businesses; and
· become truly GLOBAL in mindset and organisation but with strong LOCAL adaptations.
To succeed with the new strategic direction and to increase transparency and operational focus the organisation will be split into five business areas instead of three and a stronger platform for utilising common resources will be developed. The new organisation will be effective from 1 January 2012.
 
The strategy entails a stronger and more enhanced focus on growth in strategically important, fast growing and profitable markets. Furthermore the strategy aims to shorten decision making in order to faster adapt to changing market conditions. Capital allocation will be more strictly directed towards areas of high returns and value creation. A new model for performance management will be implemented to secure continued improvements. Alternative structural solutions will be evaluated on a regular basis for units that are of lower strategic importance or do not reach acceptable returns.

The Sandvik business model is founded on unique knowledge in excavation, development and shaping of metals and other materials. The new organisation will ensure better pre-conditions for every core business to develop and optimise product offering as well as production, distribution and market channels. The new, leaner and more simplified organisational structure together with better coordination of common functions in shared service centres is expected to generate cost savings and increased quality.

The Group's financial targets over a business cycle are, for the time being, kept unchanged.

Three Business Areas turn into five
In order to create maximum leverage within each core business and to optimise the organisation for growth and profitability including for new and smaller adjacent businesses, the operation will be organised in the following five business areas:
Sandvik Mining
Sandvik Mining is focused on global leadership on products, solutions and services for high-performing hard rock and soft rock underground and surface mining operations. Its medium term targets are:
· to maintain the strong growth rate;
· to maintain and strengthen a leading market position; and
· to increase profitability relative to key peers.

Sandvik Machining Solutions
Sandvik Machining Solutions holds a clear global leadership by offering productivity enhancing products and solutions for advanced industrial metal cutting. Its medium term targets are:
· to maintain and strengthen the global leadership;
· to increase growth and profitability; and
· to evaluate opportunities to expand in adjacent areas.

Sandvik Materials Technology
Sandvik Materials Technology offers high value-added advanced metal products for demanding applications in selected niches. Its medium term targets are:
· to within 2 to 3 years turn around this business area to achieve significantly higher profitability; and
· subsequently evaluate alternatives for growth and expansion.
Product area Process Systems and the parts of product area MedTech comprising medical devices (implants and instruments) will be moved into the new business area, Sandvik Venture. Unless a credible path to acceptable profitability is visible in the medium term this business area will be evaluated for full or partial divestment.

Sandvik Construction

Sandvik Construction offers high-performing products, solutions and services within selected niches of the global construction industry. Its medium term targets are:
· to within 2 to 3 years turn around this business area to achieve significantly higher profitability; and
· subsequently evaluate different alternatives for growth and expansion.
Unless a credible path to acceptable profitability is visible in the medium term this business area will be evaluated for full or partial divestment.
Sandvik Venture
Sandvik Venture is a business area aiming to create the best possible environment for growth and profitability in attractive and fast-growing operations. It will primarily be focussing on product areas with limited connections to other business areas or closely linked to several other business areas. 

The different product areas within Sandvik Venture will be evaluated on a regular basis from structural, strategic and value creation aspects. The following product areas will be included in Sandvik Venture: Sandvik Process Systems, Sandvik Hard Materials, Diamond Innovations, Wolfram and Dormer as well as the parts of Sandvik MedTech comprising medical devices.
Coming activities
The new organisation will be effective from 1 January 2012. Key activities to prepare for this will include manning of the different business areas, development of detailed targets and strategies as well as activities aimed at coordinating and separating different units. 
Due to limited strategic fit and poor financial results a process has been initiated to divest the parts of Sandvik MedTech comprising implants and instruments. The operation had in 2010 sales of around SEK 650 million and about 600 employees. As a consequence of the proposed divestment the result in Q3 2011 is expected to be impacted by costs of SEK 1.3 billion from write-downs of goodwill in this operation.”
 (b)
in the section entitled "DESCRIPTION OF THE ISSUER - RECENT EVENTS" on page 69, the following is inserted immediately below the title as the first three paragraphs:

“Lars Josefsson, President of Sandvik Mining and Construction and member of the Group Executive Management, will leave Sandvik at the latest by 31 December 2011. Lars has contributed successfully for 8 years to the very positive development both of Sandvik Mining and Construction and the Sandvik Group.
Peter Larson, Executive Vice President of Sandvik and member of the Group Executive Management since 2000, will retire on 1 January 2012. Peter has served and contributed successfully to Sandvik's development for 20 years in different positions.”
(c)
the section entitled "DESCRIPTION OF THE ISSUER - PARENT COMPANY" on page 74 is deleted and replaced by the following:
”The Parent Company’s invoiced sales for the second quarter of 2011 amounted to SEK 4,890 million (compared to SEK 4,760 million for the same period in 2010) and the operating result was SEK -353 million (which is 173 million more than for the same period in 2010). For the January to June 2011 period, invoiced sales amounted to SEK 9,494 million (compared to SEK 8,837 million for the same period in 2010) and the operating result was SEK -315 million (which is 296 million more than for the same period in 2010). Operating income during the second quarter was negatively impacted by metal price effects in inventories, compared with a positive impact in the first quarter. The higher activity in 2011 compared with 2010 also resulted in increased operating expenses. Income from shares in Group companies consists primarily of dividends from these and amounted to SEK 108 million in the second quarter (compared to SEK 62 million for the same period in 2010). Interest-bearing liabilities, less cash and cash equivalents and interest-bearing assets, amounted to SEK 15,438 million (compared to SEK 10,554 million as at 31 December 2010). In terms of accounting, the Parent Company’s indebtedness and shareholders’ equity were impacted by approximately SEK 1.4 billion through the signing of a share swap agreement pertaining to the hedging of the approved share-based incentive program. The debt will be reversed in connection with future redemption of share options. Investments in property, plant and machinery amounted to SEK 724 million (compared to SEK 510 million for the same period in 2010).”
(d)
in the section entitled "DESCRIPTION OF THE ISSUER - MANAGEMENT - Members of the Board" on page 75, the following is inserted immediately below the title as the first paragraph:

“Lars Pettersson and Georg Ehrnrooth have left the Board and have been replaced by the following members with details as set out below:
Olof Faxander, b. 1970. Director of Sandvik since 2011.
Education and business experience: M.Sc. and B.Sc. President and Chief Executive Officer of Sandvik AB since 1 February 2011. President and CEO of SSAB 2006-2010, senior positions at Avesta Sheffield, Avesta Polarit and the Outokumpu Group 1996-2006. 

Current Board assignments: Director of Industrivärden, Svenskt Näringsliv (Confederation of Swedish Enterprise), Stål och Metall Arbetsgivareförbundet and SSAB AB. Chairman of Jernkontoret.
Shareholding in Sandvik (own and closely related persons): 1,000.
Johan Karlström, b 1957. Director of Sandvik since 2011.
Education and business experience: MSc. Eng, CEO and President of Skanska AB since 2008, Vice President of Skanska 2001-2008, Vice President and President respectively of BPA (currently Bravida) 1995-2001, various positions in Skanska Sweden 1983-1995. 

Current Board assignments: Director of Skanska AB.
Shareholding in Sandvik (own and closely related persons): 0.”
(e)
in the section entitled "DESCRIPTION OF THE ISSUER - MANAGEMENT - Auditors" on page 78, the following is inserted immediately below the title as the first paragraph:

“Caj Nackstad has been replaced as auditor by George Pettersson with the following details:

George Pettersson, b. 1964. Auditor in charge, Authorised Public Accountant, KMPG. Other auditing assignments: B&B Tools, CDON Group, Holmen, Hufvudstaden, L E Lundbergföretagen, Modern Times Group MTG and Skanska.
Current Board assignments: Nil.
Shareholding in Sandvik (own and closely related persons): 0.”
(f)
the section entitled “DESCRIPTION OF THE ISSUER - SELECTED FINANCIAL INFORMATION OF SANVIK AB” on page 82 is deleted and replaced by the following:


“The information set out in this Base Prospectus shall be read in conjunction with Sandvik’s audited financial statements for 2010 and 2009 and the consolidated unaudited interim financial statements for the six months ended 30 June 2011.”

Amendments to the section "GENERAL INFORMATION" on pages 88 to 89 (inclusive) of the Base Prospectus:

With effect from the date of this Supplement:

(a)
in the section entitled “GENERAL INFORMATION - Significant / Material Change" on page 88, paragraph 3 is deleted and replaced by the following:
“Since 31 December 2010 there has been no material adverse change in the prospects of the Issuer or the Issuer and its Subsidiaries and since 30 June 2011 there has not been any significant change in the financial or trading position of the Issuer or the Issuer and its Subsidiaries.”

(b)
in the section entitled “GENERAL INFORMATION - Auditors" on page 88, paragraph 4 is deleted and replaced by the following:
“The consolidated and unconsolidated financial statements of the Issuer have been audited without qualification for the years ended 31 December 2010 and 31 December 2009 by KPMG, of Telgelbacken 4A, Box 16106, 103 23 Stockholm, Sweden, chartered accountants, who have given and have not withdrawn, their consent to the inclusion of their report in this Base Prospectus in the form and context in which it is included.”

(c)
in the section entitled “GENERAL INFORMATION - Documents on Display" on page 88, paragraph 5(b) is deleted and replaced by the following:
“the audited consolidated and unconsolidated financial statements of the Issuer for the years ended 31 December 2010 and 31 December 2009 and the unaudited and unconsolidated financial statements of the Issuer for the six months ended 30 June 2011;”
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