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COMBINED STATEMENT OF INCOME

EUR million Note 2019 2018
SAIES ... 11,12 2,976 2,580
SAIES, MBSO GIOUD ..o eee e ee e 0 0
T 1[I0 0] = 2,976 2,581
(0001 0] Y- | L= R 1.5,3.3 (2117) (1,867)
GrOSS PIOFIt c.cvoveeeveciecveeeese et tee ettt s st sneanenen 858 714
Selling and marketing XPENSES .......c.ooverieiiiieeri e 1.3,15,33 (266) (222)
AdMINISIIAtiVE EXPENSES . ... vieieeietieiieeetee st e st e st e e steeentee st e sreeesreeesreeeees (212) (185)
Research and development EXPENSES.........coveiiereiiierieee e (30) (23)
Other operating income and eXPenses, NEL.........coovvvereererirerieneeeseeseens 1.4 (25) (16)
Share of results of associated COMPANIES ...........ceiririereiririserineseseeeeeeeas 5.2 1 0
OpPerating Profit ..o 325 268
FINANCE INCOME ..eiiiiiiii et ree s 1.7 4 4
Finance income, MetSO GIOUP ........cevvieiireiieiiee sttt 54 3 5
Foreign exchange gaiNS/I0SSES .......ccveiieviiierieiciese e 1.7 1 0
FINGNCE EXPEINSES. ...ttt 1.7 (42) (36)
Finance expenses, MEtSO GIOUD..............covueveveceruerereeeeeeeseseseseeseseseseeesanens 5.4 0 0
Finance income and eXpenses, NEL..........cocveiieriiierieienee e (34) (26)
Profit DEfOre taxes ......ccvieiie e 292 242
INCOME TAXES ...t s e s eesneesneees 1.8 (69) (72)
PrOfit FOr the PEFIOT ... 223 169
Attributable to:
Equity holders of Metso MINeralS..........cccocvvieiieiiie i 224 170
NON-CONLTONING INTEIESES.........voeeeeeceeeeeeee et €)) (1)
223 169
COMBINED STATEMENT OF COMPREHENSIVE INCOME
EUR million Note 2019 2018
Profit fOr the YEar.......ccvioiie i 223 169
Other comprehensive income:
Cash flow hedges, Net OF taX .......cceiiiriiiiiieree e 1.8,4.4,48 3 Q)
Currency translation on subsidiary net investments 18,44 (15)
Items that may be reclassified to profit or loss in subsequent periods ........ 4 (16)
Defined benefit plan actuarial gains (+) / losses (-), net of tax ................ 1.8,2.7 (3) 1
Items that will not be reclassified to profit or 10ss............cccceevieiiiiecineenne. 3) 1
Other comprehensive INCOME..........ccviiiiieiie e 1 (15)
Total COMPIrENENSIVE INCOME ........veveeeeeeeeeeeeeeeeereeee e eeeeeeeseseese e 224 154
Attributable to:
Equity holders of Metso MiINerals...........ccoccviierieiiiiiesienece e 225 155
NON-CONLFONING INEEESES ... ) 1)
224 154
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COMBINED BALANCE SHEET - ASSETS

EUR million Note
Non-current assets
Intangible assets 3.1,33
(000 111 1 SRS
Other iNtangible @SSELS.........coiiireririiiie s
Total iNtangible @SSELS........cciiiiiieie e

Property, plant and equipment 3.2,33
Land and Water QreaS .........cueeeivvreeeiiireeeiirieeesireeessseeessneeesssneeesnrneeennes
Buildings and STrUCTUIES.........ccviviiieiiecrecre e
Machinery and equipment
Assets under construction
Total property, plant and equipmMeNt..........c.coooeeiieiiie e

RIGNE-0F-USE @SS ... eeiueeeiiiieiiie ettt tee e 3.3,34

Other non-current asset

Investments in associated COMPANIES..........oecvvrverierierieniee e 5.2
Non-current financial @SSEtS..........ceivveieiiiei e 4.2
Loan receivables........coccevvveeiiiiieeeiineene 4.2
Loan receivables, Metso Group 5.4
Derivative financial iINStruMeNtS............coovveiiiiie i 4.8
DEferred taX ASSEL.....civreeiiireeeiiie e e st e e st e s ere et e e s erre e e s bre e e sraee e 1.8
Other non-current reCeIVabIES ..........ccvieeiiiiee e 2.3
Other non-current receivables, MetSO GrOUP..........ccveivveiiieesieeiiieiiinens 22,23,42,54
Total other NON-CUITENt aSSELS .......cccvvieiiieiii e
Total NON-CUNTENT @SSETS....ccviiiiieiiiieiiie et etee et et
Current assets
INVENEOTIES ..ottt ba e sraaenrae s 24
Trade reCeIVADIES. ......ccvieiiiecie e 2.2
Trade receivables, MetSO GroUD.........ccvveiieeiiieiie e esiee e 5.4
CUSLOMEr CONIACE ASSELS.....uvvrieiiiieeiirie e sttt e e ser e srr e e e e sin e e saeeeanes 1.2
L0an reCeiVabIEs..........coviiiiicie e
Loan receivables, MEtSO GrOUP........cceeivieiiieiie e csiee e 5.4
Cash pool receivables, MEetSO GroUP ........c.cevvveiiieeiiiieiie e eciee e 5.4
Derivative financial instruments 4.8
INcomMe tax reCeiVabIES.........coveiiiecie e 1.8
Other current receivables ..........c.covvieiiieiii e 2.3
Other current receivables, Metso Group ..........cccvveviveeiiieiieeiie e
Deposits and securities, maturity more than three months....................
Cash and cash eqUIVAIENTES............ccivuiiierieie e
LiQUId FUNDS.....oooieiiiee e 4.3
Total CUMTENT ASSELS ....vviivee ettt
TOTAL ASSETS ..ottt ettt ettt s ta e s
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2019 2018
556 462
167 63
723 526
43 35
98 75
128 106
46 31
315 246
89 0
8 4
3 3
6 6
25 49
2 3
108 81
42 38
88 137
282 321
1,409 1,094
975 790
577 493
10 8
87 82
1 1
25 33
17 20
16 9
44 21
139 102
1 1
0 76
156 249
156 325
2,048 1,885
3,457 2,979




COMBINED BALANCE SHEET - EQUITY AND LIABILITIES

EUR million Note 2019 2018
Equity 4.4
Cumulative translation adjustments...........cccerevererieereereseene e (151) (153)
HEOGE FESEIVE. ... i et ettt eee e ee e st et este e e sreeneeaneenneeneeanees 0 3)
Invested equity and retained €arnings .............cocoevevevereveeeeeveeeeeeeenns 1,313 1,328
Equity attributable to equity holders of Metso Minerals...................... 1,252 1,173
NON-CONtIOHIING INEIESES .....veeeiee e 3 10
TOAI BUILY -t 1,254 1,183
Liabilities
Non-current liabilities
BOITOWINGS ..cveeeetie ettt ettt sttt et e et e anaeeanee s 42,45 801 383
BOrrowings, MEtSO GrOUP. ......c.oiveriieriiieenieeie et 0 0
Lease HabilitiES........cccoiiiiiiiieie e 42,45 69 0
Post-employment benefit obligations............ccccoceiiiiinenieie, 2.7 61 57
PrOVISIONS . ..vviiciiiee ettt ettt e st e e et e e e eaaae e e enrae e e nareas 2.6 33 27
Derivative financial iINStrUMENtS............ccovviiiiie e 4.8 2 2
Deferred tax Hability.........cooveiiiiiiiic e 1.8 66 26
Other non-current HabilitiesS ...........coovveieiiiiec e 2 2
Other non-current liabilities, MEtSO group ...........cocevvrieveeirisiseeieieenens 6 6
Total non-current HabilitieS ...........cooviiiiiiiiei e 1,040 502

Current liabilities

BOITOWINGS ©.vvveietie ittt st e et e e e anaaennee s 42,45 24 209
BOrrowings, MetSO GrOUP..........covveeirieiieesieeeieesieesieesieeesieessaesaaesnnes 0 0]
Lease HabilitieS.......ccvveiiieiie e 42,45 21 0
Cash pool liabilities, MEetSO GroUP ........cccvveiiieiiieiie e 5.4 86 81
Trade PayabIes .........eeiiieiii e 25 385 374
Trade payables, MEtSO GrOUP........cccuveiuieiiieiieeeieesieesveeseeesee e saaesaae e 5.4 1 1
PrOVISIONS ....eiitiiciie ettt et e e e et e et e et anaaennaa s 2.6 71 59
Advances received 189 189
Customer contract liabilities...........ceovviiiieiiieiicce e 1.2 63 100
Derivative financial iNStruments...........ccceevveiiee i 4.8 13 13
Income tax Habilities ........ceeiiiiiiic e 1.8 47 58
Other current labilitieS ........cccovvieiiiiiie e 25 252 210
Other current liabilities, MetSo GrOUD ............ccovevevveerivivieireririrereseeesennas 5.4 11 0
Total current labilities ........c.vvveeiiiiie e 1,163 1,294
Total Habilities.........ccoviiiiiii e 2,202 1,796
TOTAL EQUITY AND LIABILITIES ...eiveeeeeeeeeeeeeeereeseereeesveereneons 3,457 2,979
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COMBINED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

EUR million
JAN 1, 2018....cceiiciciecctee e

Profit for the period ...

Other comprehensive income
Cash flow hedges, net of taX ........ccceevvnreerninens
Equity instruments at fair value, net of tax .............
Currency translation on subsidiary net investments

Defined benefit plan actuarial gains (+) / losses (-),
NEE OF tAX vt s
Total comprehensive iNCOME ..........cccverniernicrnieenn.

DiIVIAENAS......coiiiiiicrecccee e
Dividends, MetSO Group .......cccevveerireenerenereieieinenens
Share-based payments, net of taX.........ccccevvrirenennnnns
Changes in invested eqUItY........c.cccoverieniniinennes

Net change from winding up the consolidated tax
GIOUPS oo s
Other ItEMS ....vevivieiverce e

Changes in non-controlling interests.............c.c.covevne.
DeC 31, 2018 ...t

Impact of the adoption of new IFRS standards * .......

JanN 1, 2019,
Profit for the period .........cccecvrvrvvvneecieren e

Other comprehensive income
Cash flow hedges, net of taX .........cocoveeeivrirrenennnn
Equity instruments at fair value, net of tax .............
Currency translation on subsidiary net investments

Defined benefit plan actuarial gains (+) / losses (-),
net of tax

Total comprehensive income....

DIVIAENAS.....ocviriicecece s
Dividends, MetsO Group .........ccoceeeeererereressesieresnenens
Share-based payments, net of taX.........c.coceevevrvrerirennnn.
Changes in invested eqUILY........cocovveeeerineniririseeenes

Net change from winding up the consolidated tax
GPOUPS ettt
Other IEMS ... e

Changes in non-controlling interests.........c.c.cocveveveees
DEC 31, 2019 ..o

1 Impact of the adoption of IFRIC 23 on retained earnings was EUR 3 million negative.

Invested Equity
Cumulative equityand  attributable Non-
translation Hedge retained to controlling Total
adjustments reserves earnings shareholders interests equity
(138) 2) 1,198 1,059 7 1,065
- - 170 170 @) 169
- () - (6Y) - (Y
- 0 - 0 - 0
(15) - - (15) 0 (15)
- - 1 1 - 1
(15) ) 171 155 @) 154
- - (126) (126) 0 (126)
. - (5) (5) - (%)
- - 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
. - ®3) ®3) - ®)
(153) (3) 1,325 1,170 10 1,180
- - 224 224 1) 223
- 3 - 3 - 3
- 0 - 0 - 0
2 - - 2 0 2
- - 3 3 - 3
2 3 221 225 1) 224
- - (144) (144) 0 (144)
- - 4) 4) - 4
- - 1 1 - 1
- - 10 10 - 10
- - 1 1 - 1
. - ) () 0 @
- - Q) 0] @ (13)
(151) 0 1,403 1,252 3 1,254




COMBINED STATEMENT OF CASH FLOWS

EUR million
Operating activities
Profit fOr the YEar.........cveii e

Adjustments:
Depreciation and amortization.............ccooverereeneeniseseese e
Financial XPenses, NEL.........oeiuieiiieie et
INCOME TAXES ...vvveeeee e ettt et e e e e e e e s e e e e e s s enrnaeeeeeeannnees
(@13 T=T ] (=T 413U UPSTPRS

Change in net working capital ............ccoovriiiienii e
Net cash flow from operating activities before financial items and taxes..

INEErESES PAIH ...
INEEIESES FECEIVEM ... .eeiiieiie ettt as
Other financial ItBMS, NEE .......vviiiiei e
INCOME TAXES PAIL ....veeeiieiee ettt et snee s
Net cash flow from operating activitieS.........cccooveiieiieiiiiinie e

Investing activities

Capital expenditures on intangible assets and property, plant and equipment

Proceeds from sale of intangible assets and property, plant and equipment..
Proceeds from and investments in financial assets, net ...........cccccoeevveivenee.
Business acquisitions, net of cash acquired ............ccoceviiieniiniicnicncn,
Business acquisitions, net of cash acquired, Metso Group............cccccvevuenee.
Proceeds from sale of businesses, net of cash sold.............cccceevveniiiennne,
Proceeds from sale of businesses, net of cash sold, Metso group.................
Investments in associated COMPANIES .......ccvierveeiieeiireiie e e
OENET TEMS ...ttt nee e
Net cash flow from investing activities ..........ccccccvviiieiii i

Financing activities
DiIVIdends Paid........cceeiiiiiiieiii e
Dividends paid, Metso Group
Transactions with non-controlling interestS.........ccccovvevieevie e,
Proceeds from and repayment of debt, net...........ccccoeviiiiiicicc e,
Repayments of lease liabilities...........ccccoveivieiiiciicc e
Net borrowings (+), payments (-), MetSo Group.........cccccvveevvreiivresneesveennns
Equity financing, net, MetsO GrOUP .........ccoveeiiieiieeiiee et see e
Cash pool funding, MetsO GroUP ........ceeivieiieiiie e

Net cash flow from financing activities..........cccccccvvieiii i,

Net change in liquid fuNdS..........cccooiiiiiii e
Effect from changes in exchange rates..........ccccvevvveeiieivec e

Liquid funds equivalents at beginning of year...........ccccoooveiveeiiiccie s,

Liquid funds at end of Year ..........ccccooiiiiciii e
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Note 2019 2018
223 169
3.3 71 46
1.7 34 26
1.8 69 72
(7 3)
(216) (105)
173 207
(35) (20)
5 9
1) 3)
1.8 (100) (85)
43 107
3.1,32 (87) (59)
8 4
4.6 31 0
55 (214) (28)
- (49)
55 9 -
50 -
5.2 3) 4)
- 0
(207) (135)
4.4 (144) (126)
4 (5)
(13) 1
4.6 148 (268)
(24) 0
46 24
(8) 84
(7) (52)
)] (342)
(169) (370)
0 (6)
43,46 325 701
43,46 156 325




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.

On October 29, 2019, the extraordinary shareholders’ meeting approved the proposal of board of directors to demerge the
Metso Minerals business from total Metso and to combine it with Outotec group. Metso’s Flow Control business will
remain in current company after the demerger, which will be called Neles. 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. Transaction is subject to an approval of competition authorities.

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 prepared carve-out financial statements as at December 31, 2019 form the comparison data for the opening balance of
Metso Outotec group. These carve-out financial statements were approved by the Metso Board of Directors on May 6,
2020.

Basis of Preparation

The carve-out financial statements as at and for the year ended December 31, 2019 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 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 Prospectuses. 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 judgement 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,
2019 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.



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:

Company name Country Ownership Dec 31, 2019
MetSO AIGETE EURL .....cooiiiiriiiee ettt Algeria 100.00%
Metso Argentina SA ... Argentina 100.00%
Metso Australia Ltd ............... Australia 100.00%
Precision Rubber NSW Pty Lt Australia 100.00%
Wamcast Pty Ltd.........ccoovivninienceniens Australia 100.00%
Wear Application & Management Services Pty Ltd ... Australia 100.00%
WearX Employee Services Pty Ltd .........cccocevnee. Australia 100.00%
WearX Holdings Pty Ltd............... .. Australia 100.00%
WEAIX PLY LG ..o Australia 100.00%
MEtSO AUSEIIA GMDH ... Austria 100.00%
Metso Brazil Industria e Comércio Ltda .. Brazil 100.00%
Metso Bulgaria EOOD ..o Bulgaria 100.00%
McCloskey International LIMited...........occveiemiiinieceeenesen e Canada 100.00%
Metso Canada Holdings Inc .. Canada 100.00%
Metso Minerals Canada INC. ..ot s Canada 100.00%
MetSO Shared SEIVICES Lt ......coviieeriririririereieieisne ettt s Canada 100.00%
Industrial Support Company SpA ... Chile 100.00%
MEtSO Chile SPA ..o Chile 100.00%
Metso Minerals (QUZhOU) CO. LEG........ccooicrniemnicieicnicnc e China 100.00%
Metso Minerals (Tianjin) Co. Ltd .. China 100.00%
Metso Minerals (Tianjin) International Trade Co. Ltd.........ccovenenicnicncncncnne China 100.00%
Shaoguan City Shaorui Heavy Industries Co Ltd ..........coocevininininicnenees China 100.00%
Metso Czech Republic S.r.0. ..o .. Czech Republic 100.00%
MEtSO DENMAIK A/S ...ttt en Denmark 100.00%
Metso Denmark Properties APS .........occeerierieereeinieerneeeinesesnes s cssssesees Denmark 100.00%
Metso Minerals Oy ................ Finland 100.00%
Rauma Oy.......cccc..... Finland 100.00%
Metso France SAS. ...... France 100.00%
Metso Germany GmbH . Germany 100.00%
Metso Ghana Ltd............ Ghana 100.00%
Metso India Private Ltd ..... India 100.00%
PT Metso Minerals Indonesia Indonesia 99.90%
Metso Japan Co. Ltd........... Japan 100.00%
Metso (Kazakhstan) LLP... Kazakhstan 100.00%
Metso Lithuania UAB ........... Lithuania 100.00%
Metso Minerals Dooel Skopje.. Macedonia 100.00%
Metsotec Malaysia Sdn. Bhd.... Malaysia 100.00%
Metso Mexico SA de CV ...... Mexico 100.00%
Metso SA de CV ............ .. Mexico 100.00%
MELSOLEC NL BV ..o Netherlands 100,00%
MEESO NOTWAY A/S ...ttt sebebenn Norway 100,00%
Metso Central America SA ... .. Panama 100.00%
MEtSO PNG LIMITEA....c.ciiiiiiiicieeeee s enesens Papua New Guinea 100.00%
MEESO PEIT SA ..ottt Peru 100.00%
Metso Portugal, Lda .. Portugal 100.00%
OO0 MELSO ...ttt Russia 100.00%
MetS0 0.0.0. BEOGIAU.........covvriririieieeii et senn Serbia 100.00%
Metso Asia Pacific Pte Ltd.... .. Singapore 100.00%
Metso SOUth AFFICa PLY Ltd ......cccoeeiiiiiireeceese e South Africa 86.74%
Metso South Africa Sales PLY Lt .....ccoovvieeniiinirsssee s sesesssesenes South Africa 86.74%
Metso Espana SA .. Spain 100.00%
AB P. J. JONSSON OCH SONET .....oiiviiiiiieiereisresee e Sweden 100.00%
MELSO SWEAEN AB .....oviiieiie bbbt Sweden 100.00%
Metso Minerals Anonim Sirketi... .. Turkey 100.00%
Kiln Flame Systems Enterprises LIMIted .........ccooovvirennnncceennneeieesseseeesesenens United Kingdom 100.00%
Kiln FIamMe SYStEMS LI ...c.cvviecieeceee st sssesenes United Kingdom 100.00%
McCloskey International Ltd ... United Kingdom 100.00%
Metso Captive Insurance Limited United Kingdom 100.00%
Metso UK Ltd ......ccccevrvnenene United Kingdom 100.00%
Metso McCloskey USA LLC... United States 100.00%
Metso Minerals Industries Inc.. United States 100.00%
Metso USA INC. ..o United States 100.00%
Metso Zambia Ltd... .. Zambia 100.00%
WEArX Zambia L ..o s Zambia 100.00%
Metso Minerals’ associated companies

Liugong Metso Construction Equipment Ltda China 50,00 %
Sefate Capital (Pty) LIMIted.........coeiiiiiieeseece e South Africa 49,00 %
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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.

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 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.

F-11



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 nhot 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 judgement 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.
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

The assets and liabilities involving a higher degree of judgement 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
Basis of

CarVe-0UL PIINCIPIES ...ttt sb e sab e snb e e be e e nreeesnee s preparation

ST 1L SRR 1.2
Share-DASEd PAYMENES ......c.viiiiie ittt st e e stee e sree e srteeebe e e nreeennee s 1.6
LaTol0] 0 gL v= D PR PRO 1.8
Trade FECEIVADIES ......eie ettt e et e e nrbe e nrbe e re e e 2.2
(O] LT = To0 TNV o] SRR 2.3
LAV 0 10] o PSR 24
01V TS T TSRS RTRRRN 2.6
Post-employment ODIIQALIONS. .........oouiiiiieie e 2.7
Goodwill and other iNtanGibIE GSSELS.........viiiieiiie et 3.1
Property, plant and @QUIPIMENT ...........oiiiieiieeiie ettt et e sree e srbeesneeeans 3.2
RIGNT-0F-USE BSSELS ...ttt ettt ettt et e et e et e e st e e ssbeesnbeeenbeeenneeessbeesnreeans 34

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

F-14



NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

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 Group level.
Metso Minerals has no aggregated operating segments and thus Metso Minerals is the reportable operating segment. The
accounting principles applied to segment reporting are the same as those used in preparing the consolidated financial
statements.

Segment performance is measured with operating profit (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 should, however, 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 segment: Metso Minerals business. 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 in Head Office and carve-out items.

Corporate Structure

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

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

The Head Office and carve-out items is comprised of the Parent Company with 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 Head Office
and carve-out items.

Segment liabilities comprise non-interest bearing operating liabilities and exclude income tax liabilities, deferred tax
liabilities and interest bearing liabilities, which are included in the liabilities of 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 additions through business acquisitions.
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

Information about the reportable segments as of and for the years ended December 31, 2019 and 2018 is presented in the
following tables.

Metso
Head Office and Minerals
EUR million Minerals  carve-out items total
2019
ST LTSRS 2,976 0 2,976
Earnings before interest, tax and amortization (EBITA) .......cccovevivicnieniiienine 359.2 (18.0) 341.2
00 OF SAIES ...ttt 12.1 n/a 115
AJUSIED EBITA ...ttt e e e e naenneens 380.7 (3.6) 377.1
00 OF SAIES ...ttt 12.8 n/a 12.7
AJUSIED EBITDAL.....coieeee ettt st e e eneenaenneens 434.4 (2.1) 432.2
00 OF SAIES ...ttt 14.6 n/a 145
Operating Profit (-10SS) .....ooieiiie e 349.9 (24.6) 325.2
00 OF SAIES ...t 11.8 n/a 10.9
Adjustment items in cost of goods SOI ............cccviiiiiiiiiieeeee (11.4) - (11.4)
Adjustment items in selling, general and administrative eXpenses ..........c.ccccvevveene (5.5) (14.4) (19.9)
Adjustment items in other operating income and expenses, Net ..............coce.een.. (4.6) - (4.6)
AQJUSTMENT TEEMS ...t (21.5) (14.4) (35.9)
Amortization of iNtangible ASSELS .........cccovviiieiiiieee e 9) @) (16)
Depreciation of property, plant and equIpMENt ...........ccceevieiiieiiienie e (32 0 (32
Depreciation of right-0f-USE 8SSELS ........coveririiiiieiiiie e (22) 1) (23)
NON-CaSh WIEE-UOWNS L.ttt et e e 6 - 6
Gross capital expenditure (including business acquisitions) ...........cccccvvvveriernennnn. 341 1 342
Non-current NON-iNterest DEaring aSSELS........c.uviuiereeerieeiiie e sieesie e eee e 1,124 13 1,138
Current NON-iNterest DEaring aSSELS........ieivieiiiiiie e s 1,793 145 1,938
Interest bearing reCeiVabIES. .........c.vciiiiiiiecie e - 56 56
Tax receivables and deferred taX aSSEtS .........cvevireerieririenieree e - 152 152
LIQUID FUNGS.....ceeeiieie et - 173 173
TOTAI BSSETS ...ttt ettt 2,917 540 3,457
Non-interest bearing liabilitieS ...........ccoovieiiiiii e 1,004 84 1,088
Tax payables and deferred tax Hability ...........cccoovvieiiiiiiie i, - 113 113
Interest Bearing debt..........cviiiiiii e - 1,001 1,001
Total HADIITIES. ....eveeiieecee e 1,004 1,198 2,202
Capital BMPIOYE .....c..eiiiiieiie e 1,904 307 2,211
Capital employed, MetSO GrOUP........ccuieiiieiieeiiee st e sreesteeesiee st sae s e stae s ree e 9 35 44
OFAEIS TECRIVE ...ttt ettt e e e e e et a e e e e s s e sbaraeees 3,009 - 3,009
Order DaCKIOG ....coveeiiie it 1,408 - 1,408

1 Write-downs including reversals of intangible assets and property, plant and equipment, inventories and trade receivables.
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

Metso
Head Office and Minerals
EUR million Minerals carve-out items total
2018
SAUBS.... ettt nre s 2,581 0 2,581
Earnings before interest, tax and amortization (EBITA) .................. 291.0 (7.6) 283.4
90 OF SAIES ...ttt 11.3 n/a 11.0
AJUSEED EBITA ...t 291.0 (7.6) 283.4
90 OF SAIES ...t 11.3 n/a 11.0
AJuSted EBITDA......cii ettt 321.2 (7.3) 313.9
90 OF SAIES ...t 12.4 n/a 12.2
Operating Profit (-10SS) .....vevverieiieiieeie e 283.2 (15.6) 267.6
90 OF SAIES ...t 11.0 n/a 10.4
Total adjuStMENT ILEMS .....covieeiiiciiee e - - -
AMOTTIZALON ... (8) (8) (16)
DEPIeCIAtION ...ocuviiieiieieeec e (30) 0 (30)
NON-CaSh WIEE-UOWNS.......ocuiiiiieiiie e 6 0 5
Gross capital expenditure (including business acquisitions) ............. 86 2 88
Non-current non-interest bearing assets.........c.ovvvveerieiinienienienn 766 14 779
Current non-interest bearing assetS.......coivvviiieriieeriieirie e 1,488 176 1,664
Interest bearing receivables. ... - 89 89
Tax receivables and deferred taX assets .........ccovvvveiieeiiienieenieene - 102 102
Liquid FUNS.....c.eiiiiiiieiic e - 345 345
TOAl ASSEES ... 2,254 725 2,979
Non-interest bearing liabilities ...........cccoooeviiiiiiieiiec e, 975 64 1,039
Tax payables and deferred tax lability ...........cccoovveviiiiniiniiiienns - 84 84
Interest bearing debt..........c.coovviiiiiiiie e - 673 673
Total abilities. ......oooiiiiiie s 975 821 1,796
Capital employed ..........cooveiiieiiiccic e 1,272 396 1,668
Capital employed, MetSO GrOUP.........ccveiireiiieiie e esiee e sie e 7 182 188
Orders FECEIVEA .......ceviriieiiieie ettt 2,871 - 2,871
Order backlog ......ccveeieeiieciiiece e 1,411 - 1,411

Geographical Information

Accounting Policy

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

Metso’s businesses are present in over 50 countries providing strong diversification. The main market areas are Europe
and North America accounting for approximately 47 percent of sales. Metso has production units on all inhabited
continents.

Sales to Unaffiliated Customers by Destination

EUR million 2019 2018

[T P13 [T 66 61
Other EUrOPEaN COUNTIIES .......eciuiieiiieiiiee it et e sttt stee et e et e s te e s te e s ta e e st e e ntae s teesnbeesaneentaeeees 717 617
N[0T (AN 11T 4 or: USRS 507 403
SoUth aNd CeNEIAl AMEIICA.......ciiviie ettt e et e e e e e e et e e s sbae e e sbaeessbeeeeanes 669 567
YN I o o1 | (o 795 696
ATTICE AN MIAAIE EBSL.......ee ettt ettt ettt ettt e et e e eee e enees 223 236
SAIBS ..ottt ettt ettt ettt et et et et et et et et et e rneees 2,976 2,581
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

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

EUR million 2019 2018

EUMOPEAN COUNTTIES ... e veiteeneeeeiesteeteeieestee e e see e eseesseesteeneeeseeateenteaseeaneeneeaseeaneeneeanenaneeneeanens 212 166
Lo T4 {0 AN 11T o= 78 83
SoUth AN CENEIAL AMEIICA.....eeiiiviie ettt et e e st e e s srb e e s sbee e s sbeeessabeeeeanes 31 23
N £ - o3 | o 110 108
ATTICE AN MIATIE EBSE. ..ottt ettt eee et et et et et et eeet et et aeeeee et ereeee e et anans 32 33
TOTAL 1ottt ettt ettt et e ettt ettt ettt ee et ee et et ee et en ettt et er et en et eneeteeen 464 413

Non-Current Assets by Location

EUR million 2019 2018

FINTANG ¢ttt ettt ettt e et e et et et e et e et e e et e e et et estteeeteseesteesteeeesteeeenaaeas 79 75
Other EUrOPEAN COUNTIIES ... ..eeiueieiieeieeaiee st e st e sttt e tee st e st e et eesreeantaeeteeaneeeaneeenreeennes 111 89
N[0 g (AN T o7 PR 99 41
SoULh aNd CeNEral AMEIICA ... .vvvviieeeiieeiiie et e et e e e et e e e e e e bt ar e e e e e e eearraaeeas 74 53
P E B o Tod | [P 150 101
AFFICa and MIAAIE BaSt.........ooeiiiiiiiiiiiiie et e e e e 8 11
INON=BHOCAIE. ...ttt ettt ettt ettt e et et e et ee et ete s et e eeeseere e eneeeeees et eneeereeseneenas 747 584
TOUAL oo e e 1,268 954

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

Gross Capital Expenditure by Location

EUR million 2019 2018

T3] - To TR 10 5
Other EUrOPEaN COUNTIIES ......vveiviieieeeieeceiee st e st s et e ettt e et a e st e et e teesnbeesnaeenraaeees 14 10
[T (AN 11 1T 4Tt SRS PRSP PPPPPP 9 3
SoUth and CeNtral AMETICA.......cciieie ettt ciree e e s sb e e e e sbae e e sbreeesbreeesbeeeennes 17 9
ASTAPACITIC ... e e s e e e et ae e e s br e e e abreeenbreeeaats 37 27
AFTICE AN MIAUIE EBSt. ..ottt ettt ettt et ettt et e e et et et et ee et e et eeeneeeas 2 4
TOTAL oottt ettt ettt e ettt et ettt ettt ettt ettt ettt ettt ettt ettt ettt eeen 89 59

Gross capital expenditure comprises investments in intangible assets and property, plant and equipment, associated
companies and joint ventures. Right-of-use assets are not included to gross capital expenditure calculation.
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)
1.2. Sales

Accounting Policy

Metso Minerals applies IFRS 15 Revenue from Contracts with Customers standard. Metso Minerals has applied the same
accounting principles and carrying values (pooling) in these carve-out financial statements as Metso Group. The principle
is that sales are recognized at an amount that reflects the consideration to which Metso 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 has enforceable right to payment for the performance completed, sales are recognized over time. Sales
recognition is based on estimated sales, costs and profit. Metso 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.

For short-term service contracts with hourly fee based on valid price list, sales are recognized to the extent Metso 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 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.
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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 judgements by management throughout the contract period. The most
critical judgements 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.

Disaggregation of Sales

EUR million 2019 2018
SIS, EXIBINAL .. .eiiiurieeiitiee ittt e et ert et et e e et e e s et e e e s et e e e e aabae e e abae e e aabaeeeabeeeeabreeeabreeeabreeeabreeeane 2,976 2,581
SAIES, IMEESO GIOUPD ....vvvveecececececeeeeececeeeeeeeeeseeseeessesese e ssases s s s s e s s s s et sttt ettt et et et et et eseses et e 0 0
Y. 1 TP USRI RUPPP 2,976 2,581
External sales by category

EUR million 2019 2018
SIS OF SBIVICES ...vvii ittt e ittt ettt e ettt e e et e e etb e e e s et e e e e eabe e e e sabeeeeaabaeeeaabaeeeaabaeeaasbaeeessbbessasbbeeessbaeeennes 1,815 1,644
Sales of projects, eQUIPMENE AN GOOTS .........c.vvivieeeeeeeieeee et ee ettt es st s st en e 1,161 936
SAIES...v ettt ettt ettt ee ettt ettt ettt ettt et ettt et n et et et e e ee et enens 2,976 2,581
External sales by destination

EUR million 2019 2018
101 F- o [P U PO PP OPOPRPPP 66 61
Other EUrOPEAN COUNTIIES ......vveivrieieieitee ettt ettt e st et e e te e s te e s st e e s ta e e ta e e teeastaeasaeessaeestaeenteaateaans 717 617
[T (AN 21T 4 or: PRSPPSO 507 403
SOULh ANd CENEIAI AMEIICA......eiiiviie ittt ettt et e et e e e st e e e e s bae e s sbaeeesbreeesbbeeesbaeeeaaes 669 567
PN F- B o1 | (o RSP SSUR 795 696
ATTICE AN IMHAAIE EAST. vttt ettt ettt e ee e e eeee e eeeeeeeseeeeeseeeseseeeeee e esee e eeee e e ee e eeeeeees 223 236
SAIES .ottt ettt ettt ettt ettt et ettt et et ettt et ettt en ettt et ettt ettt ettt et et et e et et et eeaeen 2,976 2,581
External sales by timing of revenue recognition

EUR million 2019 2018

AL @ POINEIN TIMIE ottt ettt e s bt et e b e e st e e st e e beesbeeteeneenbeeeeaneenneenes 2,485 2,220
OVET Mottt ettt et ettt et ettt et et et ettt et et ettt et et e s et et et ettt et ete e et et etete et eseseter e et eeaee e et eeeaee et ereneeens 491 360
SAIBS ettt ettt e et e ettt et e e e e e e et e e ettt et e e e e et et e e e ererees 2,976 2,581
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Contract Balances

EUR million 2019 2018

LI L0 ST T Az o] =T RR 577 493
Trade receivables, MBSO GIOUD........iueruieerieeriieiesieseesteaseesteeseeaseesseeseeaseeaseesseasseaseesseaneeaseesseensesnees 10 8
CUSTOMEr CONTIACT @SSELS. ... oo e e 87 82
POV g 1ot =0t A=Y [ 189 189

Customer contract liabilities and advances received are annually recognized as sales mainly during the following year.

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
2019 resulted an increase in trade receivables of EUR 56 million (EUR 10 million in 2018) and disposals resulted a decrease
of EUR 15 million, 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.

Change in receivables from customers or liabilities to customers and advances received is the result of changes in business
volume operations in 2019 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 267 million. These performance obligations are expected to be materially satisfied in two years.

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 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.
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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.

Major Customers

In 2019 and 2018, Metso Minerals did not have a single customer whose sales would have exceeded 10 percent of the
consolidated sales.

1.3. Selling, General and Administrative Expenses
EUR million 2019 2018
Marketing and Selling EXPENSES L ........cviiiiiiiee ettt (258) (215)
Research and development EXPENSES, NEL.........cc.uiiieeiiieiieeieeesieeree e eeestee e eeeaeeeaneeas (30) (23)
Digitalization BXPENSES L.......oiviiiviicticiete ettt ettt ettt n v (10) 9)
AAMINISTALIVE EXPENSES L......vvevereceeeseee ettt se et en ettt en et es s st en s eseees s (210) (183)
Selling, general and adminiStrative EXPENSES ..............cov.ovveeveererreieseeseeseessessessssssnenees (508) (430)

1 Digitalization expenses are included in marketing and selling and administrative expenses in the combined statement of income. Digitalization
expenses are considered as research and development expenses.

Accounting Policy

Research and development expenses comprise salaries, administration costs, digital investments, depreciation and
amortization of intangible assets and property, plant and equipment, and are mainly recognized as incurred. When material
development costs meet certain capitalization criteria under 1AS 38, they are capitalized and amortized over the expected
useful life of the underlying technology.

Research and Development Expenses

EUR million 2019 2018

Research and development eXpenses, tOtal ...........ccveiiieiiierieiiie e (41) (32
Capital expenditure 1 0
GrANES TECRIVEM ...ttt ettt et b et b et e bt e b e b nbe e 0 0
Depreciation and aMOMIZAION .............c.oviviriririeieieie ettt ettt ettt ettt ettt ettt ettt es s 0 0
Research and develOpmMEnt EXPENSES, MEL.............v.ivrverreereeeesesreseseseesseeseseessessessessenes (41) (32)

F-22




NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

1.4. Other Operating Income and Expenses

Accounting Policy

Other operating income and expenses comprise income and expenses that do not directly relate to the operating activity of
businesses within Metso 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 2019 2018

Gain on sale of intangible assets and property, plant and equUIPMENt..........cccccvvveriireiiennnn 0 2
RENTAI INCOME ...ttt b et enees 0 0
FOreign eXChange GAINS L.........ccoiviiiuiiieiciee ettt ettt ettt ettt restesseve e 55 62
(00T 12101011 1- U UT RSOOSR 6 4
Other operating iNCOME, TOTAl...........ooiiiiie et 61 68
L0SS ON iSPOSEUA DUSINESSES .....veeeveeiiiie ittt et eiee et et stt et e et e et et essaeesraeenteeaeeeaneaeaneeas 2) -
Loss on sale of intangible assets and property, plant and equipment ...........cccoovvevevverveneenn. 0 0
Impairment of intangible assets and property, plant and equipment ...........ccccoeeveiiienieeneenn, @) 1)
FOreign eXChange 10SSES L........ciiviieiiieetcciee ettt ettt re st s v (75) (79)
OB BXPEMNSES . ..v.veeeeeee et se st s et es s ettt en e e e et s s ee et st ensne e et et ene e st et esnseeatasans (3) (4)
Other Operating eXPENSES, TOTAl ..............cv.eveveieieeeeeeeeseeeeeeeeseeeesees et eeet st sesnees (86) (84)
Other operating iNCOME aNd EXPENSES, NEL.............v.evreereeeeeeeeeseeseereseeseeseeeseseeeresresnenes (25) (16)

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

1.5. 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 2019 2018

SAlANIES ANA WAGES ...evvveieveeitie ettt ettt e st e et e e et a e st e e te e aba e e s taeenteeateeanbeearbeenraeeees (464) (419)
Pension costs, defined contribution Plans ............cccceeiiiiii e 27) (28)
Pension costs, defined benefit plans L..........cc.ooiiiiiii i ?3) (5)
Other post-employment BENETitS L..........ooiiiiiieii e e Q) (D)
Share-based PAYMENTS 2..........eciiieiii ettt s e st e et e e te e s abe e steeenteeeees (5) 2
Other INCIFECt EMPIOYEE COSES ........vveeeeeeeeeeeeeeeeeeeeeeee e st eee st e st se st s e (84) (76)
L1 OO (585) (532)

1 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

2019 2018
MELSO IMINEIAIS DUSINESS. ......eeeieeee ittt et e e e e e et e e e e e e e b aaaeeeee e 12,451 9,935
Head Office and Carve-0UL ItBIMS...........cvcveeiieritieeete e seee ettt e et st re et sstesareeas 443 432
TOMAL ..ottt 12,894 10,367
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Board Remuneration

EUR thousand 2019 2018
TOLAL ettt e et e et en et ee et en et en et ee e et en e enens (473) (501)

Remuneration Paid to Chief Executive Officer and Other Executive Team Members

Performance Fringe Share-based

EUR Salary bonus paid benefits payment Total
2019

President and CEO ..........ccccceeeviiveeennnns 539,915 - 24,516 - 564,431
Other Executive Team members............ 1,650,835 664,191 20,635 481,085 2,816,746
TOtal.coveeeeiceeeeeee 2,190,750 664,191 45,151 481,085 3,381,177
2018

President and CEO ..........ccccceeeviveeennnns 426,989 181,305 6,135 - 614,429
Other Executive Team members............ 1,631,164 261,432 23,991 - 1,916,587
TOtAl oo, 2,058,153 442,737 30,126 - 2,531,016

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. 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.

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
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 Mineral's 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 of the Group and its
reporting segment, the expected turnover of the personnel benefiting from the incentive plan and other pertinent information
impacting the number of shares to be vested.

Performance and Restricted Share Plans

In December 2014, Metso's 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’s 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.
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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's share during 2015-2017. In 2018 the earning criteria was not met and there were 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's share during 2016-2018. A total of 64.881 treasury shares were used to pay rewards to 76 participants in March
2019.

Performance Share Plan 2017-2019

The earning criteria for the PSP 2017-2019 is based on the total shareholder return of Metso's share during 2017-2019. At
the end of 2019, there were 65 participants in the plan and the potential reward corresponds to a maximum of 251,892
Metso shares. The potential reward will be paid in 2020.

Restricted Share Plan 2017-2019

At the end of 2019, there were two participants in the RSP plan and the potential reward corresponds to a 14,000 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's share during 2018-2020. At
the end of 2019, there were 8 participants in the plan and the potential reward corresponds to a maximum of 97,228 Metso
shares. The potential reward will be paid in 2021.

Restricted Share Plan 2018-2020

At the end of 2019, there was 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.

Performance Share Plan 2019-2021

The earning criteria for the PSP 2019-2021 is based on the total shareholder return of Metso's share during 2019-2021. At
the end of 2019, there were 8 participants in the plan and the potential reward corresponds to a maximum of 128,658 Metso
shares. The potential reward will be paid in 2022.

Restricted Share Plan 2019-2021

At the end of 2019, there were three participants in the RSP plan and the potential reward corresponds to a 25,000 Metso
shares. The potential reward will be paid in 2022,

Deferred Share Unit Plan

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.

Deferred Share Unit Plan 2018-2020

At the end of 2019, there were 95 participants in the DSUP plan. The potential reward will be paid in 2021.
Deferred Share Unit Plan 2019-2021

At the end of 2019, there were 108 participants in the DSUP plan. The potential reward will be paid in 2022.
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.
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Beneficiaries of and Granted Shares Under the Share Ownership Plan as at December 31, 2019

Beneficiaries Shares
total total
Plan 2016-2018
Granted 2019 76 64,881

Costs Recognized for the Share Ownership Plans

Plan PSP Plan PSP
Plan PSP Plan PSP Plan PSP and DSUP and DSUP

EUR thousand 2015-2017  2016-2018  2017-2019  2018-2020  2019-2021 Total
2019 oo (354) (598) (2,455) (1,701) (5,108)
2018 1vvoeeeveeeeeeeeeeee e (15) (195) (643) (1,534) (2,387)

1.7. Financial income and expenses

EUR million 2019 2018
Financial income
Interest income on cash and €ash eQUIVAIENES ..........ccviiiiriiie e 1 3
Income on fiNancial INVESIMENTS .........ooiiiiiie et siee e e 0 0
Other fiNANCE INCOME .......v.veeieeceeeeeeeceeee et s et s et ens st en st tasans 3 1
FINANCE INCOME ..eiiiiiieie ettt et et e et e et e s ste e s tae e beeebeeeteeasteeanees 4 4
Finance income, Metso Group

Interest expenses on cash Pool reCeivables. ..........cuviiiiiieiii e 3 5
FINance iNCOME, METSO GIOUP .....cvveiuiieiiteeiieeieeeiee et et e et e et e s te e sae e taeesteeateesneaeaneeas 3 5
Foreign eXchange gaiNS/OSSES ........ueiuieiiieitieeieeeiee st e sttt e et e et te e ae e taeesteestaeansaeaneeas 1 0
Finance expenses
Interest expenses from financial liabilities at amortized COSt ............ccceevveiiieiii i (28) (26)
INtEreSt EXPENSES ON BASES. .. ...vieiviieitieeiee et e st ettt e e st e st e st e et a e e e e s teesraeesteeentreaeaeans 4) 0
OLEr FINANCE EXPENSES...........veveeeeeeeeeeeeeeteeeeeee s et st e s s eee s ees et et et e s ee e (10) (10)
FINANCE EXPENSES ...evviieiiietie ettt ettt ettt e st e st e e st e et e et e e e steeesaeessae e baeebeesteeasbeeanaeas (42) (36)
FiNance iNCOME and EXPENSES, NEL..............ov.eveeveereeeeeseseeeeeeeseeseseseeseesseseseeesessessesenes (34) (26)
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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
(OCl) 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 might be 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 this 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.

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 2019 2018

INCOME tAXES TOr CUMTENT YOOI ... .c.uvieiiiieiie ettt ettt ettt e et st e s e e s taeentaeseee e (75) (79)
INCOME tAXES TOF PrIOF YEAIS. ... veeiviieiie ettt ettt et e et e be e s e e s b e e nteearae e 15 2
Change in deferred tax asset and aDIlIY .........cocovvveveereeeieeeeee e (10) 4
TNCOME FAXES ... e e ee e ee s en s en e (69) (72)
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The differences between income tax expense computed at the Finnish statutory rate and income tax expense provided on
earnings were as follows:

EUR million 2019 2018

Profit DEFOre tAXES ... cviiiieiiee e 292 242
Income tax at Finnish statutory tax rate 0f 20.0%0 .........ccceiiieiiieniieie e (58) (48)
Effect of different tax rates in foreign SUDSIAIANES .........covieiiiiiie i (11 a7
NON-AeUCEIDIE EXPENSES ... .eiieeie ettt et esnaeeaneeas (6) 4
Tax exempt iNCOME OF taX INCENTIVES ......ooiuuieiiieiiie ettt ee e ee sttt e sreeaaee e 7 7
Foreign non-creditable WithhOIdiNg taXES........ccviiiieiiieiie e 2) 1)
Deferred tax assets not booked on Current Year 10SS .........cccvoverveniiienienice e 2) 2)
Deferred tax liability on undistributed arnings ...........ccoooveriiinie e 9) @)
Effect of enacted change in taX FAES .......ioiiiiiiiiiie et 0 0
INCOME taX TOF PIIOF YEAIS ...ooieieiii ettt ettt et et e s rae e s e anteeaeee e 15 2
0] ST RUTUTUTTTN (3) (2)
TNCOME FAXES ... eeeee s s s es s e s en e e en e enanrene (69) (72)

Tax Effects of Components in Other Comprehensive Income

2019 2018
Before Before

EUR million taxes Tax After taxes taxes Tax After taxes
Cash flow hedges.........cccevvereeninncnnn. 4 (1) 3 1) 0 1)
Defined benefit plan actuarial gains (+)

J10SSES (=) cvverveenrinieeniiee e 4 1 3) 1 0 1
Currency translation on subsidiary net

INVESIMENTS......c..ovvee e 2 - 2 (15) - (15)
Total comprehensive income (+) /

EXPENSE (=) oververereeeeeeereesesenerieeeenennes 1 0 1 (15) 0 (15)
CUrrENt taX..vvee e (1) 0

Deferred taX .........ocvvevereveeeeerereeceenen, 1 0

L1 IO 0 0

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.
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Reconciliation of Deferred Tax Balances

Translation
Charged to Chargedto  Acquisitions  differences
income shareholders and and group
EUR million January 1 statement > equity disposals items December 31
2019
Deferred tax assets
Tax losses carried forward................. 6 1 0 1 - 8
Intangible assets and property, plant
and equipmeNt .........coccvveeereeneneennenn 13 (2) 0 1) - 11
INVENEOIY ... 21 0 0 - 0 21
Provisions.........cccovvvvereenenic e 17 (2) 0 2 0 17
ACCIUalS ... 10 0 0 1) 9
Pension related items .........ccccccveeee. 4 0 0 - 6 10
OthEr ...vvvvvevcieievcreee e 22 10 0 1 16 49
Total deferred tax assets........ccceeveene 93 7 0 3 21 124
Offset against deferred tax liabilities . (12) 0 - - (4) (16)
Net deferred tax assets...........ccceeuvennne 81 7 0 3 17 108
Deferred tax liabilities
Purchase price allocations ................. 8 (2) 0 28 - 34
Intangible assets and property, plant
and equipmMeNt ........ccocvveereereniennenn 6 0 1) - 0 5
OtNET .o 24 19 0 0 0 43
Total deferred tax liabilities............... 38 17 (1) 28 0 82
Offset against deferred tax assets ...... (12) - - - (4) (16)
Net deferred tax liabilities.................. 26 17 ) 28 4 66
Deferred tax assets, net.................... 95 (10) 1 (25) (21) 43
Translation
Charged to Charged to differences
income shareholders’ Acquisitions and group December
EUR million January 1 statement equity and disposals items 31
2018
Deferred tax assets
Tax losses carried forward............ 11 (5) 0 - 0 6
Intangible assets and property,
plant and equipment..................... 5 8 - - - 13
INVENLOrY ..o 23 (6) - - - 17
Provisions..........cccccevveiiieeivecnnnnn 20 3) - - - 17
Accruals.......ccoovvveiieiiicieeiiees 5 1) - - 2 6
Pension related items ................... 0 10 (5) - - 5
(011 GO 20 1 1 0 (3) 21
Total deferred tax assets............... 84 4 4) - 1) 85
Offset against deferred tax
[1DIlIteS ........cvoovvrcerreiean, (10) 6 - - - (4)
Net deferred tax assets................. 74 10 4) 0 Q) 81
Deferred tax liabilities
Purchase price allocations ............ 9 (5) 0 4 - 8
Intangible assets and property,
plant and equipment.................... 5 1) - - 1 4
(011 TN 13 6 0 1 2 18
Total deferred tax liabilities.......... 27 0 0 5 Q) 30
Offset against deferred tax assets . (10) 6 - - - 4
Net deferred tax liabilities............. 17 6 0 5 ) 26
Deferred tax assets, net................. o7 4 4) ©) ) 55

Deferred tax liability on undistributed retained earnings in subsidiaries will recognized when the dividend distribution is
probable in the near future and it will cause a tax impact. At the end of year 2019 there are no substantial undistributed
earnings in subsidiaries from which deferred tax liability is not booked.
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2. Operational Assets and Liabilities

2.1. Net Working Capital and Capital Employed

Net Working Capital

EUR million 2019 2018

INVENTOTIES ...t b ettt bbb e bt e e enn e anees 975 790
Trade FECEIVANIES ......cveieieieee et 588 501
Other non-interest bearing reCeIVADIES ..........c.ooiiiiiii e 287 290
Customer contract assets and liabilities, Net...........oouieiii i 24 (18)
Trade PAYADIES .....coeeee ettt ettt et e aee e (386) (375)
AGVANCES TECEIVE ...ttt ettt ettt et e st et e e st e e s teeenbeeanteeasbeesseeenteeanneeans (189) (189)
Other non-interest bearing HabIlties ..............cccoevveeee et (446) (370)
NEt WOIKING CAPILAL ......c..ovoveeeeeeeeeeeeeeee e eneese s 853 629

Capital Employed

EUR million 2019 2018

NEt WOPKING CAPITAL ......cveieiieeiie ettt et e et e et e eeeanaeas 853 629
INEANGIDIE BSSELS......veietie ettt ettt sttt e et e et e e nteesraeeareeenreeeneeaan 723 526
Property, plant and @QUIPIMENT ..........cuiiiiiiiiieie e stee st e aeeaneeas 315 247
RIGNE-0F-USE GSSELS ....teeiet ettt ettt ettt ettt et e et e et et e e sae e taeenteeateeaneaeaneeas 89 0
NON-CUMTENT TNVESIMENTS. ...ttt ettt b et 10 7
Interest Dearing reCEIVADIES. ...........iiiiiiie et nee e e 73 109
[T (U To 070 To PSSP PR PPRI 156 325
TaAX FECEIVADIES, NMEL...eeeiiiiiiiiiiiiiiiitieeeeeeee ettt et ettt eeeeeeeeeeeeeeeeeeeeeeaeeseeeeaaeeaeseeeeaseeeeseseeesasssssnenees 39 18
INtErESt PAYADIES, MET.......c..vvieeieeeteteeeee ettt ettt st eseneees (4) (5)
CaPItal EMPIOYEU. .......oeoveeeeeeeeeeee e 2,255 1,856

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 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.
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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 2019 2018
Trade FECRIVADIES .....eeeeeeiee ettt et e st e ra e e et e et e e steeanee e 572 484
Trade receivables, MESO GrOUP.......c..veuiieerieetisieesie ettt 10 8
Trade receivables fOr SAIE .........oovii i 5 9
CUSEOMET CONITACE BSSEES......veveveveverereseseseseseseseseseseseseseseseseseseseseseseseseseseseseseseseseseseseseseseress 87 82
TOTA ..o 674 584
Provision on Trade Receivables by Ageing Category
2019 2018
Trade of which Trade of which
EUR million receivables provided receivables provided
UNAUE....oeeiiee e 405 1 362 1
overdue 1-30 daysS.......ccovvererrereeniineeneeniees 93 1 81 0
overdue 31-180 days.......cccoeevvereerenienieeienns 81 3 54 2
overdue 181-360 days.........ccccerveririeerieennennn 17 4 9 2
overdue 360— daysS...........covvvriririiiiiiiriinnnn, 18 17 23 23
TOAl e 613 26 529 27
Realized write-offs totaled to EUR 4 million in 2019 and EUR 3 million in 2018.
Provision for Impairment of Trade Receivables
EUR million 2019 2018
Accumulated Provision JANUAIY L .......cccuieiiieiieiiee ettt e ee e e ae e ae e e staeesaeesaee e 27 32
Adjustment to the 0pening DAlaNCe...........covviiiii i - -
IMPACt iN INCOME STAEIMENT ... ..eiiiieee et et e e e s e e e steeaneae e 4 3)
CUrreNCY rate AIffEIBNCES. .. .uvi e ettt et be e s ra e raeeees 2 (D)
ONEE CRANGE. ... vvevveveeceee ettt ettt ettt ettt ettt et et es ettt es s st et ebes st et eseseseseseserererererers 1 0
26 27

Accumulated provision December 31
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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.

2019 2018
Non- Non-

EUR million current Current  Total current  Current Total
Derivative financial iNStruments...........cccceeevvvvvivieeeee e, 2 16 18 3 9 12
Deferred taX ASSELS ......eceiiiierieeeeee e et 108 - 108 81 - 81
Income tax reCeivables ...........coovvvviieiiii e - 44 44 - 21 21
Other receivables

LOAN TECRIVADIES ... - 1 1 - - -

Prepaid expenses and accrued iNCOME..........oooververeaiiereeninns - 44 44 - 33 33

VAT, payroll tax and social charge receivables..................... - 76 76 - 60 60

PENSION SSELS....vvveiiiieiiiiiiee et 16 - 16 15 - 15

OtNEE TECRIVADIES ... 26 18 44 23 9 32
Other receivables total .............eeeeeeiiiiiiiiieeeeeeeeeee e, 42 139 180 38 102 140

Prepaid expenses and accrued income, Metso Group.............. - 0 0 - 0 0

Other receivables, MetSO Group ........ccccevverieneneenienieieien 88 0 89 137 1 138
Other receivables total, MetsSo Group .........cccoevvereenenieeneeneennns 88 1 89 137 1 138
Non-interest bearing receivables total...............c....ccc...c....... 241 199 440 259 133 392

Other non-interest bearing receivables included EUR 15 million in 2019 (EUR 14 million in 2018) Brazilian tax credits
arising from delivery of goods and transfer of services (ICMS) recognized by local subsidiaries. Of that amount EUR 3
million was classified as long-term in 2019 (EUR 1 million in 2018).

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 the general market trends
in global markets.
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EUR million 2019 2018

Materials and SUPPIIES ......vveeeieieiieeie ettt ee e e neeeneas 157 105
WVOTK TN PIOCESS ...vveveeiieiee ettt et siee st ettt ee st e esteesee e s e e s e steeseeereenteenaeaneesneenteaneeaneennnanees 195 180
LT a1cTo oo o 0ot £ SRS ST 624 505
INVEIEOTIES ..ottt bttt sttt bens et s s s e bbb ens s s s s 975 790

The cost of inventories recognized as expense totaled EUR 2,084 million in 2019 (EUR 1,840 million in 2018).

Changes in Provision for Inventory Obsolescence

EUR million 2019 2018

Balance at beginning Of YEaI.........c.ui i 53 57
IMPACt OF EXCHANGE FALES .....eeiiieiiie ettt e et e st e st e e nteeaeee e 0 1)
AACGUISTEIONS ...ttt ettt ettt ettt e bt ettt et e e steessee e beeenbeeenteeasteeaneeenseeanneeans 3 -
Additions Charged t0 EXPENSE .....cuveeiiiieiieeeitee ettt stee st et s e e steeateeasbeesreeeseeeaeee e 5 5
USEO FESEIVE ...ttt etee ettt et e sttt et e et e e mt e e e st e e anb e e bt e e bt e e nteeenteeeseeenbeeebeaenteaaneeeaneean (6) 0
DedUCtioNS / OLNET AATILIONS ......vveeeeee oottt e e e et e et e e ereeeseeeae e eeesanens (9) (9)
BalANCE At €NA OF YEAT ...t ees s ee e 46 53

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 the 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.

2019 2018
Non- Non-

EUR million current  Current Total current Current Total
Trade PAYADIES ........cvcvevceeeceeee ettt - 385 385 - 374 374
Trade payables, Metso Group .... - 1 1 - 1 1
Other payables: .........cccovvevennne

Accrued interests..... - 4 4 - 5 5

Accrued personnel costs. .. - 90 90 - 87 87

Accrued project CoStS........vmmrrrnrrnrerererernns .. - 55 55 - 53 53

VAT, payroll tax and social charge payables............ccceereveveriereriernnnns - 39 39 - 33 33

Other PAYADIES.........cviriieerer s 2 64 66 2 32 34
Other payables total 2 251 253 2 210 211
DEriVAtIVE INSTIUMENS.......cveiviveieeieeiese ettt sttt 2 13 15 2 13 15
Other payables, MetSO GrOUP ........coverrerreeerrerirereeiere s seseseenenns 6 11 17 6 0 6
s 10 660 671 10 598 607
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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 the accepted
delivery. The adequacy of provisions is assessed periodically on a case by case basis.

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.

2019 2018
Non- Non-
EUR million current Current Total current Current Total
Warranty and guarantee provision...........ccocceeveereereeseennenennens 0 43 43 0 47 47
ReStructuring ProVision ...........cccoceevereeneene e 1 11 11 0 5 5
Environmental remedial provision ...........cccccooevveienieniennnnn, 1 0 1 0 0 1
Other ProviSions L............ccucueueueueueueeeeeeeeeeeeeeeeeseseeseseeeeeseseseens 31 17 48 26 8 34
TOLAL et 33 71 104 27 59 86

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

2019
Warranty and Environmental
guarantee Restructuring remediation
EUR million provision provision provision Total
Carrying value at January 1 ..........ccccoeueee. 47 5 1 52
Impact of exchange rates ..........c.ccccevvennenne 0 0 0 0
ACQUISTTIONS ... 2 - 0 2
Addition charged to expense..........c.ccoceene.. 28 11 0 40
USEA FESEIVE ...t (19) 3) 0 (22)
Reversal of reserve / other changes.............. (15) 2 - (17
Carrying value at December 31............... 43 11 1 56
2018
Warranty and Environmental
guarantee Restructuring remediation
EUR million provision provision provision Total
Carrying value at January 1 ..........ccccooennne 45 11 1 57
Impact of exchange rates ..........c.ccocevvennne 0 0 0 0
ACQUISTEIONS ... - - - -
Addition charged to expense............ccococ..... 28 2 0 31
USEA FESEIVE ... (14) @) 0 (21)
Reversal of reserve / other changes ............. (13) (2 - (15)
Carrying value at December 31................ 47 5 1 52

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 89 percent of Metso Minerals’ defined
benefit obligation 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 2020 are EUR 5 million. In year 2019 Metso Minerals paid contributions to defined
benefit plans EUR 6 million.

The Amounts Recognized as of December 31 in the Balance Sheet

2019 2018

Other Other

post- post-

Pension employment Pension employment
EUR million benefits benefits Total benefits benefits Total
Present value of funded obligations............cccccoevvviiiieiiiennnnn. 151 - 151 164 - 164
Fair value Of plan @SSetS...........coveivrveeeeeeeeeeeeeeeseeeeeees e, (165) - (165) (180) - (180)
(15) - (15) (16) - (16)

Present value of unfunded obligations..............cccccoevevveennn. 33 27 60 32 25 57
UNrecognized asSel.........ceovveeieeiiieeiieesie e - - - 1 - 1
Net liability recognized.............ccccoveveeveeeeerereeesresnens 18 27 45 17 25 42
Amounts in the balance sheet:
LiabilIties. ..o 33 27 60 32 25 57
ASSEES ..ottt 15 - 15 15 - 15
Net liability reCOgNIZe. ..........oveveeveeeeeeeeeeereereeeeeresreernes 18 27 45 17 25 42
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Movements in the Net Liability Recognized in the Balance Sheet

EUR million
Net liability at beginning of year
Net expense recognized in the income statement
Employer contributions
Gain (+) / loss (-) recognized through OCI
Translation differences

Net liability at end of year

The Amounts Recognized in the Income Statement

EUR million

Employer’s current SErvice COSt .......uvervrerureneerieeniieenineenes
Net interest on net surplus (+) / deficit (=)......cccevvriveniennnne.
SELIEMENTS ...
Recognition of past service cost (+) / credit (=) ...ccocovevvennne

Administration costs paid by the scheme..........ccccccoevvienne
Expense (+) / income (-) recognized in income statement..

The amounts Recognized Through OCI

EUR million
- Return on plan assets, excluding amounts included in
interest expense (+) / INCOME (=)..eccvveiieeiiuieiieeiie e

- Actuarial gain (-) / loss (+) on liabilities due to change in
financial asSUMPLIONS .......cc.eeiiieiieiiee e

- Actuarial gain (-) / loss (+) on liabilities due to change in
demographiC assUMPLioNS. ........ccccovvereerinieenieniereseniens

- Actuarial gain (-) / loss (+) on liabilities due to experience.
- Gain (-) / loss (+) as result of asset ceiling...........cccoceeeuenne.

Total gain (-) / loss (+) recognized through OCI ...............

Pension benefits and other post-
employment benefits

....................................................................................................... (6)
6

........................................................................................................ 0

2019 2018
.......................................................................................... 42 44
.................................................................. 3 5
(6)
........................................................................... 1
(2
45 42
2019 2018
Other Other
post- post-
employme employme
Pension nt Pension nt
benefits benefits Total benefits benefits Total
1 0 1 2 0 2
0 1 1 0 1 1
(1) - (1) - - -
1 - 1 2 - 2
1 - 1 0 - 0
2 1 3 4 1 5
2019 2018
Other Other
post- post-
employme employme
Pension nt Pension nt
benefits benefits Total benefits benefits Total
10 - 10 10 - 10
(12) (5) (17) ] (2 9)
0 - 0 0 - 0
0 - 0 (2 - (2
1 - 1 0 - 0
1) (5) (6) 1 (2 1)
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The Changes in the Value of the Defined Benefit Obligation

2019 2018
Other Other
post- post-
Pension employment Pension employment
EUR million benefits benefits Total benefits benefits Total
Defined benefit obligation at beginning of year ................... 196 25 221 219 27 246
Other adjustment to present value ............ccocerveriiicneennnn - 0 0 - 0 0
Employer’s current service cost 1 0 1 2 0 2
INEEIESE COSL....o i 4 1 5 5 1 6
Plan participant contributions ............c.ccoevenienenicnienee 0 - 0 0 - 0
Past service cost (+) / Credit (=) ..o.ovvverveienienieeseeseeen (@) - Q) 1 - 1
- Actuarial gain (-) / loss (+) due to change in financial
ASSUMPLIONS ...t 14 3 17 @) 2) 9)
- Actuarial gain (-) / loss (+) on liabilities due to change in
demographiC assumpPLioNS...........ccocvereerieirenieenieeseeniens 0 - 0 0 - 0
- Actuarial gain (-) / loss (+) due to experience..................... 3 1) 2 3) 0 3)
SELIEMENTS ..o (29) - (29) 0 0
Benefits paid from the arrangement.............cccoovevevveneennnn @) - @) a7 - a7
Benefits paid direct by employer 3) 2) (5) 3) 2) (5)
Translation differenCeS ...........oovvveveeeeeeeeeeeeeereeseeseees 6 1 7 1) 1 0
Defined benefit obligation at end of year ......................... 184 27 211 196 25 221
The Changes in the Fair Value of the Plan Assets During the Year
Pension and other post-
employment benefits total
EUR million 2019 2018
Fair value of assets at beginning Of YEar..........ccccoviiiiiiiiii e 180 203
INEErESt INCOME ON ASSELS ....veeviieitiieiee ettt e sttt e et e et e s e e st e e taeeteesrteeasaeestaeenseeaneeans 4 5
Return on plan assets excluding intereSt iNCOME .........c.veiuieiiieiie e 10 (10)
Assets distributed 0N SEIEMENTS.........ciiiiiiiecie e (28) -
EMPIOYer CONtIIOULIONS .....cvviiiie et et e e e e s 6 6
Plan participant CONtIDULIONS ........ccuiiiiiieiiieiee e 0 0
Benefits paid from the arrangementS.........ccooviiieiiiie e @) 17)
Benefits paid direCt DY EMPIOYET...........oiiiiiiiie s (5) (5)
Administration expenses paid from the SCheME ..........cccooiiiiiiiii 1) 0
TranSIation AIFFEIENCES ..........cveveeeeeeeesceesecee ettt et esee sttt n st n et en st enen s 7 (2
Fair value Of aSSEtS @t @N0 OF YEAT ........o.veeveeeeeeeeeeeeeeeeeeeeee e ese e eeeessee e eese e eeeenon 165 180
The Major Categories of Plan Assets as a Percentage of Total Plan Assets as at December 31
2019 2018
Quoted Unquoted Total Quoted  Unquoted Total
EQUILY SECUTILIES.....eiiivieiiiiciee e 9% 0% 9% 12% 0% 12%
BONAS .. 40% 2% 42% 22% 3% 25%
PIOPEITY ettt 1% 0% 1% 2% 0% 2%
CASH Lt e 1% 0% 1% 1% 0% 1%
INSUFANCE CONIACES.....coveiiiiieiii et 2% 10% 12% 2% 15% 17%
OLNET ..ot 22% 13% 35% 26% 17% 43%
TOAl oo 5% 25% 100% 65% 35% 100%

As at 31, December 2019 there were no plan assets invested in affiliated or property occupied by affiliated companies.
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The Principal Actuarial Assumptions at December 31 Expressed as Weighted Average

2019 2018
Benefit obligation
DISCOUNE FALE ...ttt ettt ettt ettt b bbbtk b bbb bt e bt bt e bt eb e et e beebeabesbeabeane s 3.48% 3.52%
Rate OF SAIANY INCTBASE .....vveveieeeiieeie e sttt ettt e st e s e e e st e seeeneesreenneaneeareens 2.48% 2.54%
Rate OF PENSION INCIEASE. .. .c.viiuieieieete e sieeie et ee s e te e e s e e ste e steeseeeneesreenseaneenreens 1.57% 2.13%
Expense in income statement
DISCOUNT TALE ...ttt ettt e bt e e et enneenenneens 2.27% 3.18%
Rate OF SAIANY INCIBASE .....ccvvieieiieitie ettt et e et et sra e et e nees 2.32% 2.69%
Rate Of PENSION INCIEASE. ... .ieiiiieieie ettt ettt et e et e nae e sreeenreeenees 1.08% 2.04%

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

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

In years 2019 2018 2019 2018

United Kingdom.........ccoovviiiieninicieneec e 22.0 21.9 22.6 23.3
UNited SEateS.......ovveiiieiieie e 20.6 20.7 22.2 22.3
CaANATA. ... 21.8 21.8 22.9 22.8

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.

Sensitivity Analyses

2019 2018
Pension Other Total Pension Other Total

Discount rate

INCrease of 0.25%0 ......cccvveveeiiieiiie e (8.1) (0.6) (8.7) (7.4) (0.6) (8.0)

Decrease 0f 0.25%0.......uveiivieeiiiiee e 8.8 0.7 9.5 7.8 0.6 8.4
Salary increase rate

INCrease 0f 0.25%0 .......ccovvvveeiiiiee e 0.2 0.1 0.3 0.1 0.1 0.2

Decrease 0f 0.25%.......cccveiiieiiieiie e (0.2) (0.2) (0.3) (0.2) (0.2) (0.2)
Pension increase rate

INCrease 0f 0.25%0 .......ccovvvveeiiriee e 3.1 - 3.1 2.8 - 2.8

Decrease 0f 0.25%.......cccveiiieiiieiie e (2.8) - (2.8) (2.5) - (2.5)
Medical cost trend

INCrease 0f 0.25%0 .......ccovvvveeiiriee i - 1.3 1.3 - 1.1 1.1

Decrease 0f 0.25%.......ccueivveeiiieiie e - (1.2) (1.2) - (1.0) (1.0)
Life expectancy

INCrease of ONE YEAr........ccccevveeiieiiie e 13.1 0.9 14.0 13.1 0.8 13.9

Decrease 0f 0Ne YEar.........cccvevvieviiiiee e (12.5) (0.9) (13.4) (12.9) (0.8) (13.7)

Weighted average duration of Defined Benefit Obligation expressed in years:

2019 2018
In years Pension  Other Total Pension ~ Other Total
At December 31.......coocooiiiiiiiiii s 125 9.9 12.2 11.4 9.5 11.2

F-39



NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

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 (CGUSs), 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 appropriate 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 3-20 years

Customer relationships  3-20 years

Other intangible assets < 1-20 years

The probable useful lives of assets are reviewed annually. If material deviations from previous estimates arise, the useful
lives are reassessed. 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 intangible
assets and property, plant and equipment 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.
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Goodwill and Other Intangible Assets, Discontinued Operations

Other
Patentsand  Capitalized intangible Intangible
EUR million Goodwill licenses software assets assets total
2019
Acquisition cost at beginning of year..................... 462 27 75 108 672
Translation differences........c.cccoovvvereeninicniennnn (2) 0 0 0 2)
BuSINess acqUISItioNS .........cccovververiiiieneeseceeen 99 0 1 109 209
Business disposals .........c.ccoovvverieninienieneen 3) - 0 (12) (15)
Capital expenditure...........ccocvvvereeninieneeseeee - 1 1 6 9
Reclassifications...........cceveiiiiniiieiicenc e - - 1 0] 0
Other ChaNGES.......cvvvvereeeeeeeceeee e 0 0 1) 3 2
Acquisition cost at end of year ............cccoceveenennn 556 28 77 215 876
Accumulated depreciation at beginning of year-...... - (29) (66) (60) (145)
Translation differences........c.cccovvvvvieniiiciicnnnn - 0 0 0 1)
Business acquisitions ...........ccocvevverinieenienieiennn - - 0 - 0
Business disposals .........c.ceevvverieiinienicncen - - - 10 10
Other ChangesS.........coovrveiieniiiceeee e - 0 1 0 1
IMPAIrMENt 10SSES ........eevviriiiieieec e - 0 - 0 0
Amortization charges for the year............c.co.o...... - 2 (6) (8) (16)
Accumulated depreciation at end of year.............. - (22) (71) (59) (152)
Net book value at end of year, discontinued
OPEFALIONS ..o 556 6 5 156 723
2018
Acquisition cost at beginning of year..................... 446 28 76 101 651
Translation differences..........cccocvvevieeiiiciie e, (1) 0 - 1 0
BuSINESs aCqUISILIONS .......ccvveeveeiiieiie e 17 0 - 7 24
Capital expenditure..........cccceevivieiieiiie e - 2 1 1 3
Reclassifications...........cvevvviiieiiiieiiiese e - - 1 1) 0
Other ChANGES...........veveeeeeeeeeeeeeeeee e - (3) (2 (1) (5)
Acquisition cost at end of year ...........ccccceveeveennn. 462 27 75 108 672
Accumulated depreciation at beginning of year...... - (19) (62) (53) (134)
Other Changes..........covvvviiiiiieciie e - 2 2 - 4
Amortization charges for the Year.............c.cocvv.... - (2 (6) ) (16)
Accumulated depreciation at end of year-............. - (19) (66) (60) (145)
Net book value at end of Year ...........cooevvevvcerenen. 462 7 8 49 526
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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 three years, beyond which cash flows are calculated using the terminal
value method. The terminal growth rate used is based on management’s judgement 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 judgements 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.

Goodwill Allocation to Cash Generating Unit

EUR million 2019 2018
2019

Balance at beginning Of YEar........ccviiii i 462 446
Translation differences and other Changes ...........cccouiiiii i 2) Q)
ACUISTEIONS 7 QISPOSALS ...ttt ettt ettt ettt ettt et s et s st eseses et seseeesesesereeas 96 17
BAIANCE At ENA OF YEAT ...t e et e e s s e es et ees s eee et eseeeeseeeseseseeees 556 462

The EUR 96 million net increase in 2019 relates to acquisitions of Industrial Support Company SpA and McCloskey
International Ltd as well as to disposal of grinding media business in Spain, see more in note 5.4.

In 2018, EUR 17 million increase in goodwill relates to the acquisitions of AB P.J. Jonsson och Soner and Kiln Flame
Systems Ltd.

The value of other intangible assets with indefinite useful life amounted to EUR 16 million in 2019 (EUR 16 million in
2018), which comprises of the brand values in Minerals segment.
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Annual Impairment Test in 2019

At the end At the end of 2019 goodwill amounted to EUR 556 million equaling 39% of the equity. In year 2019, 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.

Given that the recoverable amount significantly exceeded the carrying value tested, no indication of impairment was found
in 2019. 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 the following:

% 2019 2018

Sales growth in four years estimate Periof..........c.ueiuieririie i 7.9% 10.2%
EBITDA % range in four years estimate Period ............cooverereiiriiiee i ese e 12.1%-17.0% 12.3%-15.6%
Growth rate in the terminal PEriod...........ocviiiiiiiiiiii e 1.7% 1.7%
WWACKC QFEEE TAX ...ttt bbbttt ettt ettt ne s 10.1% 7.5%
WACKC DEFOIE TAX.. ettt ettt ettt 13.0% 9.7%

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 each cash generating unit. The
seasonality and current market situation of each cash generating unit 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 Metso Minerals’ market environments
considering the current low interest rate environment and overall financial market situation.

WACC 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. CGU
WACC:s are evaluated annually for testing and CGU specific risk is incorporated through individual beta factors from the
market data of the segment's peer companies.

Sensitivity Analysis

The sensitivity to impairment of the calculations of cash generating unit was tested in the following scenarios:
e Scenario 1: increasing WACC by 2.0 percentage points
e Scenario 2: reducing the terminal growth rate from 1.7% to 1.2% and increasing WACC by 2.0 percentage points

The impact to the value in use of the CGU in the sensitivity analysis:

Terminal growth from 1.7%
to 1.2% and WACC increase

% WACC increase by 2 p.p. by 2 p.p.

Metso Minerals

2009 1. (23)% (20)%
2018 . (26)% (30)%

The sensitivity analysis also includes several cash projections on break-even levels of EBITDA %, WACC and sales growth
based on reasonable change in the future performance of the CGU. However, the impact on the present value 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 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 2019, the sensitivity
analysis did not indicate risks of impairment.
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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 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.

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 by management.
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Property, Plant and Equipment

EUR million
2019
Acquisition cost at beginning of year
Translation differences
Business acquisitions
Business disposals
Capital expenditure
Reclassifications
Other changes
Acquisition cost at end of year

Accumulated depreciation at beginning of year

Translation differences

Business acquisitions

Business disposals

Other changes

Impairment losses

Amortization charges for the year
Accumulated depreciation at end of year

Net book value at end of year, discontinued
operations

2018
Acquisition cost at beginning of year
Translation differences
Business acquisitions
Capital expenditure
Reclassifications
Other changes

Acquisition cost at end of year

Accumulated depreciation at beginning of year

Translation differences

Business acquisitions

Other changes

Impairment losses

Amortization charges for the year
Accumulated depreciation at end of year

Net book value at end of year

Property,

Buildings Machinery plant and

Land and and and Assets under equipment

water areas structures equipment construction total

35 181 438 31 684
0 0 0 0 0
9 18 17 0 45
0 Q) (14) 0 (16)
- 3 23 52 78
- 12 21 (32 0
0 (7 (25) 4 (36)
43 206 460 46 755
- (105) (333) - (438)
- 0 0 - 0
- 1) 3) - 4
- 0 12 - 12
- 2 20 - 23
- 3 (2) - 1)
- (6) (27) - (33
- (207) (332) - (439)
43 98 128 46 315
38 188 441 10 676
0 3) (16) 1) (20)
- 4 1 0] 4
- 4 21 31 56
0 0 9 9) 0
2 (12) (18) - (32
35 181 438 31 684
- (108) (335) - (444)
- 1 12 - 13
- 0 0 - 0
- 9 16 - 25
- 1) 1) - (2)
- (6) (24) - (31
- (105) (333 - (438)
35 75 106 31 246
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3.3. Depreciation and Amortization
EUR million 2019 2018
Intangible assets from aCQUISITIONS..........viierieiiee et (5) (5)
Other INtANGIDIE @SSELS. ... . vvevieeieieeie ettt st e st ee e nteeaeaneenreenes (12) (12)
Property, plant and equipment
BUIlAiNGS @N0 STIUCTUIES .......veeieiiieie et ee et e st e sae e sreenneaneenraens (6) (6)
Machinery and EQUIPMENT ..........ooiiiieiee ettt e et e st e st esraeesreeeees (26) (24)
Right-of-use assets
LLANG BIEAS ...ttt ettt n e nre e 0 -
=TT o [T g0 LSRR TS TR (15) -
Machinery and QUIPIMENT ............cviviiirieereeiete ettt ettt sttt re st b e be s b (8) -
Lo €= PP (71) (46)

Depreciation and Amortization by Function

EUR million 2019 2018

COSt OF GOOAS SO, ... (41) 27)
Selling, general and administrative EXPENSES ...........cccoiiiiiiiiiie e (30 (19
L] | IR OO TSP U PO USRS URRPPROPN (7D (46)

3.4. Right-of-Use Assets

Accounting policy
A lease is a contract in which the right to use an asset is granted for a specified period in exchange for compensation.

Until 31 December 2018, a lease was defined as an agreement in which the lessor conveys to the lessee the right to use an
asset for a specified period in return for a payment. Under 1AS 17, beneficial ownership of leased asset was transferred to
the lessee if the lessee substantially bore all risks and rewards incidental to ownership of the leased asset. If beneficial
ownership of the leased asset was attributed to Metso Minerals as the lessee, the asset was capitalized at the lower of the
fair value of the leased property or the present value of the minimum lease payments. A corresponding lease liability was
recognized under non-current liabilities, net of finance charges. The lease liability was subsequently measured at
amortized cost and lease payments were allocated between repayment of the lease liability and finance charges. Assets
acquired under finance leases were depreciated over the useful life of the asset or over the lease period, if shorter.

When acting as a lessee, Metso Minerals has recognized assets for the right of use received and liabilities for the payment
obligations for all leases in the balance sheet since 1 January 2019. The right-of-use assets and corresponding lease
liabilities are recognized at present value. Lease liabilities include the following payments:

« fixed payments, less any lease incentives provided by the lessor;

« variable payments that depend on an index or a rate;

« expected payments under residual value guarantees;

« the exercise price of purchase options when exercise is estimated to be reasonably certain; and

* penalties for terminating the lease if the lease term reflects the exercise of a termination option.

Lease payments are discounted by using the implicit interest rate in the lease to the extent it can be readily determined.
Otherwise the incremental borrowing rate is used as the discount rate.

Right-of-use assets are measured at cost. The cost comprises of the following:

* lease liability

* lease payments made at or before the commencement of the lease, less lease incentives received
« initial direct costs and

« estimated dismantling and restoration costs.

Subsequently, right-of-use assets are measured at cost and depreciated over the shorter of estimated useful life and the
lease term. Metso Minerals’ right-of-use assets consist primarily of operative and office premises in the category of
Buildings, and cars, operative machinery, and equipment in the category of Machinery and equipment.
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Metso Minerals uses practical expedients provided for leases. Lease payments for leases of low value assets and short-
term leases (shorter than twelve months) are expensed in the income statement on a straight-line basis. Low value assets
comprise IT equipment and other small office items. In addition, the new requirements are not applied to lease contracts
for intangible assets. Also, for contracts that comprise both lease components and non-lease components, the payments
are not split between these components.

A number of lease contracts include extension and termination options. Such options have been taken into account when
determining the lease term. A period covered by Metso Minerals’ option to extend the lease is included in the lease term
if such option is sufficiently likely to be exercised. Further, a period covered by Metso Minerals’ option to terminate the
lease is included in the lease term if it is reasonably certain that such option will not be exercised.

Estimates and Assessments by Management

The most significant management judgement relates to lease agreements that include extension or early termination
options for Metso Minerals. For these contracts, management needs to assess the probability of exercising such option,
which may significantly affect the estimated length of lease term and consequently the amounts of right-of-use asset and
lease liability as well as the related depreciation and interest expense. Management judgement is also applied in defining
the incremental borrowing rate used to calculate the present value of the future lease payments.

Amounts recognized in balance sheet

Land and Machinery  Right-of-
2019 water and use assets
EUR million areas Buildings equipment total
Acquisition cost at beginning of Year. .........cccccevvieiii e - 58 16 74
Translation differenCes ........oovvveiiieiii e - 0 0 0
ACQUISTEIONS ...ttt ettt e et e et e teearaeennee s - 3 3 6
YN (o [ o] TSRS PPPPRPPPPTPRRTPRRTNE 1 29 6 35
DEreCOgNItION .......ooveviiiieicc i - 3) (1) (4
DISPOSAIS ...ttt aes - 0 0 0
Acquisition cost at end Of YEar .........cccoveviiienieiiiese e 1 87 23 110
Translation differeNCeS ........oocvv i 0 0 0 0
OtNEr CRANGES ...ttt - 1 1 1
Depreciation fOr the YEAr .........ccoveveieeeeieeeeeeeeeeee e 0 (15) (8) (23)
Accumulated depreciation atend of year ...........cccceevvveiiieiiieniiiecnnn, 0 (14) @) (22)
Net book value at end Of Year............ccccveviieiiiccie e 1 3 16 89
Amounts recognized in profit and loss
EUR million 2019 2018
Rental expenses recognized in profit and 10SS...........covviiiiiiiii i - (22)
OPerating Profit ..o et
Depreciation expense 0N right-0f-USE @SSELS ........cccveiiiiiiiiiec i sre e (23) -
Rental expense relating to leases of [oW Value aSSets...........cccveiiveiiiciie e 2) -
Rental expense relating to SNOrt-term l€aSeS .........cceeiiiiiie i 2) -
FINANCE BXPENSES ... ittt ettt e s e et e et e e st e e s be e e s teeebeesabeesteaestbeestbeennee e
Interest expense on 16858 HADIIIES. .............coveviveiieeeeeeee et 4 -
Total amount recognized in Profit ANA 10SS...............oo.rveereerreereeseeeseeseeeseeesee s, (31) (22)

The total cash outflow for leases including short-term leases and leases of low value assets in 2019 was EUR 32 million.

Maturity analysis of lease liabilities is presented in note 4.5.
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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.

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 Metso Minerals remained good supported by the available back up credit facilities and maturity
structure of the funding. During the year bank loans with nominal values EUR 300 million and EUR 114 million and
commercial paper loan with a nominal value EUR 10 million were withdrawn. Public bonds with a nominal value EUR
174 matured and were repaid. At the end of 2019 liquid funds amounted to EUR 156 million (EUR 325 million in 2018).
Liquid funds consisted of cash and cash equivalents amounted to EUR 156 million (EUR 249 million in 2018), and there
were no deposits nor securities with maturity over three months (EUR 76 million in 2018). Additionally, committed
undrawn revolving credit facility amounted to EUR 600 million (EUR 500 million in 2018) and committed undrawn
European Investment Bank loan facility to EUR 40 million (EUR 40 million in 2018). The syndicated revolving credit
facility matures in September 2024, and has two extension options for one year each. Additionally, the uncommitted
Finnish Commercial Paper program totaling EUR 500 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.
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Maturities of Debts

Dec 31, 2019 Dec 31, 2018
1-5 1-5

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

REPAYMENES ... - 814 - 174 100 300
L1 (TS RSP RRRRRRRRRRN 11 24 - 9 24 4
Other Habilities .....cccvvvveeeieiiccee s - 2 - - - -
Short-term debt

REPAYMENTS ... 24 - - 35 - -
L1 (TS RSOOSR 0 - - 1 - -
Trade payables .........ccovvieiieiiieee e 385 - - 375 - -
Other HADTHTIES ..o 23 - - 7 8 -
TOBl crreeeeeereeeeeseeesseeese e eess e e 443 840 - 601 132 304

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,
2019, the equity attributable to shareholders was EUR 1,252 million (EUR 1,173 million in 2018) and the amount of interest
bearing debt was EUR 1,001 million (EUR 673 million in 2018).

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.

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 1.8 years as at December 31, 2019 (2.9 years in 2018).

At the end of 2019 the balance sheet items exposed to interest rate risk were interest bearing assets of EUR 229 million
(EUR 426 million in 2018) and interest-bearing debt amounted to EUR 1,001 million (EUR 673 million in 2018).

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 -/+ 2.0 million (EUR +/- 0.7 million in 2018).

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 2019 2018
Effects in
L aTo0] g Lo v L= 44T | PSP SURRPRTP +-1.7 +/- 1.5
B GUITY vt e et r et e e et r e ta e be e atae e taeeres +/- 0.0 +/-0.0

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.
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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.

Total amount of foreign currency exposures on December 31

EUR million 2019 2018
OPEIAtIONAl TEEMS ...ttt ettt et 232 207
FINGNCIAT TTEIMS ...ttt et 499 367
HEAGES. ...cvovecvvceev ettt ee ettt et s et ee s en e s st et en st ens et s e e s enensenensenensnens (712) (590)
TOUAl EXPOSUIE ... es e en e s reeneneon 19 (16)

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 +/- 1.3 million (EUR -/+ 1.0 million in 2018).
Transaction exposure is spread in about 37 currencies and as of December 31, 2019, the biggest open exposure was in US
dollar, 44 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:

2019 2018
EUR million AUD CNY Other Total Total
Effects in
Income statement..........cceveeeiveeenns -1+1.3 +/-1.0 -+1.1 -[+15 +/- 0.6
EQUILY v, +/-0.1 -[+0.1 -/[+0.2 -+ 0.2 -1+ 2.4

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 US dollar, Chinese yuan, Brazilian real,
Indian rupee and in Pound sterling, which altogether comprise approximately 62 percent of the total equity exposure. Metso
Minerals is currently not hedging any equity exposure.
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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 2019 or 2018.
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The tables below present Metso Minerals’ financial assets and liabilities that are measured at fair value.

EUR million Level 1

Level 2

Level 3

2019

Assets

Financial assets at fair value through profit and loss
Derivatives not under hedge acCoUNtiNg.........cccuevivveiieereieniresie e
Interest bearing INVESIMENTS .........covviieiiiieeeee e
FUND INVESIMENTS ...ttt ee e

Financial assets at fair value through other comprehensive income
Derivatives under hedge accounting
Interest bearing INVESIMENTS ........coviiieiiiicee e

10

TOAl @SSEES ..evvvveieee ittt e e

18

Liabilities
Financial liabilities at fair value through profit and loss
Derivatives not under hedge acCoUNtiNg.........cccveirieeiieeniiieniresie e
Long term debt at fair value ..o
Derivatives qualified for hedge accounting
Derivatives under hedge aCCoUNtING ........ceoververiereerienieeie e

11
102

Total [ADIHTIES. ..o e

118

EUR million Level 1

Level 2

Level 3

2018

Assets

Financial assets at fair value through profit and loss
Derivatives not under hedge accounting...........c.ceeevvvereeninneiienenenns
Interest bearing INVESIMENTS ........ooviiieiiiceee e
FUND INVESIMENTS ...t

Financial assets at fair value through other comprehensive income
Derivatives under hedge accounting ...........ccceevvverieeniiesieesiiee e
Interest bearing INVESIMENES ..........covviiiiieiie e

TOLAl ASSELS ..ieiuvveieiiiee e ittt s e e rreas

12

Liabilities

Financial liabilities at fair value through profit and loss

Derivatives not under hedge acCounting ..........ccovevvveviuieiieeiiee e
Long term debt at fair Value..........c.coovveiiiiiiiic e
Derivatives qualified for hedge accounting

Derivatives under hedge accounting..........cccueevveeiiieiiieesiieesie e

10
188

Total lAbIlITIES ...ccocvveeiiiee e

205
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4.2, Financial Assets and Liabilities by Category

Accounting Policy

Under IFRS 9 Metso Minerals classifies financial assets and liabilities in to the 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 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 exceed the recoverable value of discounted cash flows,
appropriate impairment is recognized in income statement.

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

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 income statement as other finance
expense over the period of the facility, or, if the withdrawn 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 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.

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 are 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 the derecognition will be recognized in income statement.
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Financial Assets and Liabilities by Categories as of December 31

EUR million

2019

Non-current financial assets

Equity investments...........ccovevennene
Loan receivables .........ccccoevveeeiiieeenns
Loan receivables, Metso Group...........
Derivatives financial instruments........

Other receivables.........cccceeevvieuvennn.n.

Current financial assets

Trade receivables ..........coeeeviveeennnnen.
Trade receivables, Metso Group..........
Trade receivables, for sale...................
Loan receivables ..........cccoeveeiiiieenns
Loan receivables, Metso Group...........
Cash pool receivables, Metso group....
Derivatives financial instruments........
Other receivables..........cocceevvveeevinnnenn.
Other receivables, Metso Group..........
Deposits and securities, maturity more
than three months..........ccoceeevvvveeinneen.
Fund investments .........cccoevveeeiieeenns
Deposits and securities, maturity three
MONthS OF 1€SS.....covveeeiiieeciiiee e
Cash at hand and on bank accounts......

EUR million
2019
Non-current liabilities

Current liabilities

Current portion of non-current debt.....
Loans from financial institutions.........
Commercial papers.........ccccceevveeeveenne.
Cash pool liabilities, Metso Group......
Trade payables........c.ccccevveevieeiinnnne.
Trade payables, Metso Group .............
Derivatives financial instruments........
Other liabilities .........cccooevinieiieiene

At fair value
At fair value through other
through profit comprehensive At amortized
and loss income cost Carrying value Fair value
3 - 3 3
- - 6 6 6
- - 25 25 25
2 0 - 2 2
- - 10 10 10
6 0 41 46 46
- - 572 572 572
- - 10 10 10
- 5 - 5 5
- - 1 1 1
- - 25 25 25
- - 17 17 17
10 6 - 16 16
- - 139 139 139
- - 1 1 1
- - 15 15 15
- - 141 141 141
10 11 921 942 942
At fair value
At fair value through other
through profit comprehensive At amortized
and loss income cost Carrying value Fair value
98 - 290 388 406
- - 414 414 414
- - 69 69 69
2 - - 2 2
- - 2 2 2
- - 6 6 6
100 0 781 881 899
- - 14 14 14
- - 10 10 10
- - 86 86 86
- - 385 385 385
- - 1 1 1
8 5 - 13 13
- - 251 251 251
- - 11 11 11
8 5 758 771 771
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EUR million

2018

Non-current financial assets

Equity investments..........ccoceeevenennene
Loan receivables .........ccccoevveeiiiieeenns
Loan receivables, Metso Group...........
Derivatives financial instruments........

Other receivables.........cccceeevvvevveenn.n.

Current financial assets

Trade receivables .........ccccovveviiicnnenne
Trade receivables, Metso Group..........
Trade receivables, for sale...................
Loan receivables .........c.ccocvvieiiencnne
Loan receivables, Metso Group...........
Cash pool receivables, Metso group....
Derivatives financial instruments........
Other receivables...........cccoovvveriennnnne.
Other receivables, Metso Group..........
Deposits and securities, maturity more
than three months...........ccccevvveeeennee.
Fund investments ...........ccceveveeiveennnnnn
Deposits and securities, maturity three
MONths Or 1€SS.....cccvveviieiieeie e,

Cash at hand and on bank accounts......

EUR million
2018
Non-current liabilities

Finance lease obligations....................
Derivatives financial instruments........
Other liabilities .....c.ccccovveeeviieeiiiien,

Current liabilities

Current portion of non-current debt.....
Loans from financial institutions.........
Cash pool liabilities, Metso Group......
Trade payables........c.ccoevevieiiieiiennne.
Trade payables, Metso Group..............
Derivatives financial instruments........

Other liabilities

At fair value
At fair value through other
through profit comprehensive At amortized
and loss income cost Carrying value Fair value
3 - 3 3
- - 6 6 6
- - 49 49 49
1 2 - 3 3
- - 10 10 10
4 2 65 71 71
- - 484 484 484
- - 8 8 8
- 9 - 9 9
- - 1 1 1
- - 33 33 33
20 20 20
3 6 - 9 9
- - 102 102 102
- - 1 1 1
- - 76 76 76
8 - - 8 8
- - 15 15 15
- - 226 226 226
11 14 966 992 992
At fair value
At fair value through other
through profit comprehensive At amortized
and loss income cost Carrying value Fair value
95 - 288 383 402
- - 0 0 0
2 - - 2 2
- - 2 2 2
- - 6 6 6
97 - 296 393 412
87 - 87 174 174
- - 35 35 35
- 81 81 81
- - 374 374 374
- - 1 1 1
6 7 - 13 13
- - 210 210 210
93 7 788 888 888
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4.3. Liquid Funds

Accounting Policy

Deposits and securities with maturities over 3 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 accounts.

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 2019 2018
Deposits and securities, maturity more than three Months ...............ccceeveveveeeeereeereeeeeeeeeans - 76

Cash and cash equivalents

FUNG INVESIMENES ...ttt e et e et e e e s be e e e sab e e e e aabaeeesabreeesrtaeeesnteas - 8
Deposits and securities, maturity three months Or 1€SS .........cceovveiiiieiiiiiiie e 15 15
Cash on hand and bank aCCOUNTS ..........oeiiieiieiiie et ans 141 226
Cash and cash eQUIVAIENLS ...........oeiiiiiiiiie ettt e e nree s 156 249
LIQUID FUNGS TOTAL........eeeeeeeeeee ettt 156 325

Average returns for deposits and securities were as follows:

2019 2018
With maturity more than three MONthS .........oove i - 0.01%
With maturity three MONthS OF 18SS......cc.vieiiieiie e 4.24% 3.67%
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44.  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 reserve
as well as invested equity and retained earnings. 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
Share capital is not presented separately for historical periods in the carve-out financial statements.
Dividends

Dividend paid in 2019 amounting to EUR 144 million and in 2018 amounting to 126 million consists of the allocated part
of dividends paid by Metso Oyj.

Metso Minerals has paid dividends 2018 and 2019 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 Hedge reserve and Other Reserves

EUR million 2019 2018
JANUAEY Lottt ettt n et n et n et en et ene st ene e (3) 2
Cash flow hedges
Fair value gains (+) / 10SSES (=), NEL OF TAX ..vvevveiiieiieie e 8 2
Transferred to profit and loss, net of tax
LB ..ttt et et e bt e bt e araeente e e teeaneeeareen 4 0
Cost of goods sold / AAMINIStrativVe EXPENSES .......ecveeiiieiiiesieesiee e siee e - 0
INEEreSt INCOME / EXPEINSES .....vveeiieeeiiiie ittt ettt e teeestee st e s e ste e e teeabeeanteesnteesreeenseeanseeaneeean 2) 3)
Instruments at fair value and share-based rewards.............ccooveriirenieniene e - -
OBNET 1.ttt ettt ettt ettt ettt ettt n s 0 0
DECEMDET BL......cvooeeoeeeeeeeesee e s e s et en s en e nnee e 0 ®)

Cumulative Translation Adjustments Included in the Shareholders’ Equity

EUR million 2019 2018

Cumulative translation adjustment at beginning of year............c.ccocoviiiiiiiiiiie (153) (138)
Currency translation on subsidiary Net iNVESIMENTS..............cvovevereveverereeererereresereseresesesesesenenas 2 (15)
Cumulative translation adjustment at end Of YEar............cccovevevrvreresrerssesseeesesseesesnen, (151) (153)

4.5. Borrowings and lease liabilities

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. The fair value changes
in borrowings covered by fair value hedge are, in respect of hedged risk, recognized through profit and loss. 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.

2019 2018
Carrying Carrying

EUR million values Fair values values Fair values

BONAS ...c.viiiieieieieee e 388 406 383 402
Loans from financial institutions.................c.cceevevnnne. 413 414 - -
Total bOrrowings........ccccevvieveeiiie e 801 820 383 402
Lease liabilities ..........ccoveveverererereeeeeee e 69 69 0 0
Total long-term interest bearing debt .................... 870 889 383 402
Current portion of bonds............cccoviiiiiiiiiiiiiciees - - 174 174
Loans from financial institutions..............cc.ccevvenene 14 14 35 35
Commercial PAPErS........cccveiiieeiiieeiie e 10 10 - -
Cash pool liabilities, Metso Group..............cccceee..... 86 86 81 81
Total short-term borrowings.........cccocevvenesieenienns 110 110 290 290
Lease liabilities ...........ccovevevevererereeeeeeeee e 21 21 0 0
Total short-term interest bearing debt................... 131 131 290 290
Total interest bearing debt.............cccoocovvvieeennnn, 1,001 1,020 673 692
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Bonds
Outstanding
2019 Nominal interest  Effective interest original loan Outstanding
EUR million rate rate amount carrying value
Public bond 2017-2024..........ccccovveeurennenn. 1.13% 2.33% 300 288
Private placements 2022.............cccocevvveen. 3.80% 100 100
BONAS total........c.coververeeeceeeieeeeee s 400 388
Bonds, comparison period
Outstanding
2018 Nominal interest ~ Effective interest original loan Outstanding
EUR million rate rate amount carrying value
Public bond 2012-2019.........cccceevveeiene. 2.75% 2.91% 174 174
Public bond 2017-2024...........cceevveeieenne. 1.13% 2.33% 300 283
Private placements 2022............c.cccccevennne. 3.80% 100 100
574 557

Bonds total.........ccceeeeeiiiiiiiiiieeeeeeeie,

Metso has a Euro Medium Term Note Program (EMTN) of EUR 1.5 billion, under which EUR 388 million at carrying
value were outstanding at the end of 2019 (EUR 557 million in 2018). EUR 288 million (EUR 457 million) of the
outstanding amount were public bonds and EUR 100 million (EUR 100 million) private placements.

In 2019, public bond with nominal value of EUR 174 million matured in October. Two term loans from financial
institutions were withdrawn, EUR 300 million in September with a maturity of 2 years for financing the McCloskey
acquisition.

On December 31, 2019, the average interest rate of total loans and derivatives was 1.37% (1.96%), the duration of medium
and long-term debt interest bearing debt 1.8 years (2.9 years) and the average maturity 2.9 years (3.7 years).

Short term loans from financial institutions consists of bank loans withdrawn by Metso Minerals subsidiaries to fund local
operations. The subsidiary loans are mainly Indian rupee denominated. In addition, commercial papers with nominal value
EUR 10 million were withdrawn in December 2019. The weighted average interest rate applicable to the short-term
borrowing at December 31, 2019 was 4.8% (6.8% in 2018). In 2019, interest amounting to EUR 0.5 million is expected to
be paid concurrently with respective principals on the short-term debt presented above.

Metso has a syndicated revolving credit facility of EUR 600 million with 10 banks, maturing in 2024 (EUR 500 million in
2018) with two one-year extension options. In addition, Metso has a EUR 40 million committed loan facility for research,
development and innovation costs with a disbursement period until June 2020, and a tenor up to ten years from European
Investment Bank. Metso also has a Finnish commercial paper program amounting to EUR 500 million. Both revolving
credit facility and EUR 40 million committed facility were undrawn at the end of 2019. From commercial paper program
there was an issuance with nominal amount EUR 10 million.

Contractual Maturities of Interest-bearing Debt

2019 Lease
EUR million Borrowings  Repayments Interests liabilities!
2020 ... e e ae e s 35 24 11 26
2021 . aa e s 310 300 10 19
2022 .. e et n 221 214 8 14
2023 ..t e e ae e araa s 3 - 3 10
2024 ..ot n 303 300 4 8
[ = T - - - 30
TOMA oo 872 838 36 108

! Future lease payments at nominal value.

The maturities of derivative financial instruments are presented in note 4.8.
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4.6. Interest bearing Net Debt Reconciliation

Net interest bearing liabilities

EUR million

Cash pool receivables, Metso Group

Including current portion of non-current liabilities EUR 0 million in 2019 (EUR 174 million in 2018).
2Figures for year 2019 include lease liabilities recognized due to adoption of IFRS 16.

Changes in Net Interest-bearing Liabilities

2019

EUR million

Borrowings, non-current.................
Lease liabilities ..........cccovveriniennn.
Borrowings, CUrrent..........cccceevvenene
Cash pool liabilities, Metso Group...
Loan receivables ..........ccccevinienen.
Loan receivables, Metso Group........
Cash pool receivables, Metso Group
Liquid funds........c.ccoovviinienincnn,

Net interest bearing liabilities .......

2018

EUR million

Borrowings, non-current..................
Borrowings, current...........cccceeevenen.
Cash pool liabilities, Metso Group...
Loan receivables ............ccccoeveeinens
Loan receivables, Metso Group........
Cash pool receivables, Metso Group

Liquid funds........c.ccoovviinieninnn.

2019 2018
BOITOWINGS, NON-CUITENT L.....o.viiiitiiitiicte ettt sttt be st st resbessebe e 801 557
Lease HADIITIES Z........coveviiieeiiicecicect ettt sttt ettt b et et et e et s be e 90 0
BOITOWINGS, CUMTEIME.... oottt etieetee sttt et ettt e sttt e st e et e et e et e e nteessaeesbaeenteeeneeeaneeeaneeas 24 35
Cash pool liabilities, MEtSO GrOUP ........eeiiieiiieiie ettt sttt neeeees 86 81
L0AN FECEIVADIES ...ttt et e et et e eeeaneeas (6) )
Loan receivables, IMELSO GrOUP. ......cciuieieieiieeieeeiee et e st e st e et et e st e sae et e et e s teeeneeesneeas (50) (82)
.................................................................................... a7 (20)
LIQUIT FUNDS. .....cvvoeeeee ettt st en et en e enee s (156) (325)
Net interest DEaring lADIIHIES ..........o.oveeeeeeeeeeeeeeeeeee e e e e e e 773 239
Balance at
beginning Translation non-cash Balance at
of year Cash flows  Acquisitions Disposals differences movements end of year
557 239 - - - 5 801
74 (24) 6 - 0 35 90
35 (91) 87 - 0 ) 24
81 4 - - 1 - 86
@) 31 - (3D 0 1 (6)
(82) 34 - - 2 - (50)
(20) 3 - - 0 - an
(325) 177 (8) - 0 - (156)
313 373 85 (31) 1) 34 772
Balance at Other
beginning Translation non-cash Balance at
of year Cash flows  Acquisitions Disposals differences movements  end of year
833 (283) - - 0 7 557
21 15 - - 1) - 35
136 (60) - - 4 - 81
3) 0 - - 1 ©) (7)
(93) 25 - - 4 (20) (82)
(27) 7 - - 0 - (20)
(701) 370 - - 6 - (325)
165 75 - - 7 (8) 239

Net interest bearing liabilities .......
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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 2019 2018
Guarantees

External guarantees given by Metso Corporation and Metso Minerals companies................ 268 319
Other commitments

RepuUrchase COMMITMENTS. ........uieiiieiie ettt et e st e st sreeenreeeees 1 1
OtNEI COMEINGENCIES .....vvvevevererereresesesetesesesesesesesesesesesesesesesesesesesesesesesesesesesesesesesesesereseseres 1 1
TOAl oot 270 320

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.

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.
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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.

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 commaodity 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
2019
Forward exchange contracts L...........cccceevvveviveeiveennnnnn 1,488 16 13 3
INEErest rate SWaPS.......covvvvvieiiiiee e 145 2 2 0
CrOSS CUITENCY SWAPS -.eevvevreieenrenieesieesieseesieesieene s -
Electricity forward contracts 2............cccoevveeiveeineennnnnn - - -
RLEC 1) TN - 18 16 3
2018
Forward exchange contracts L...........cccceevvveviveeineennnnnn 1,215 9 13 4)
INtErest rate SWaPS......c.cveieierieiiie e 345 3 2 1
CrOSS CUITENCY SWAPS -.cvveveeieenresieesieesieenesieesieeeenes - - - -
Electricity forward contracts 2............ccccovvevvieevneennnnnn - - - -
TOUAL oo - 12 15 3)

1 Ca. 23 percent and 35 percent of the notional amount at the end of 2019 and 2018, 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.

F-62




NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

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

2019 2018
EUR million Assets Liabilities Assets Liabilities
Interest rate swaps - cash flow hedges............c.ccocceee. - - - -
Interest rate swaps - fair value hedges...........cccccvenee.ne. 2 - 2 -
Interest rate swaps - non-qualifying hedges................. - 2 1 2
2 2 3 2
Cross currency swaps - cash flow hedges..................... - - - -
Cross currency swaps - fair value hedges .................... - - - -
Forward exchange contracts - cash flow hedges........... 6 5 6 7
Forward exchange contracts - non-qualifying hedges... 10 8 3 6
16 13 13
Electricity forward contracts - cash flow hedges.......... - - - -
Derivatives total..........ccoveveeverrrueeeeeeseseesesiesesneenens 18 16 12 15

In the years ended December 31, 2019 and December 31, 2018 there was no ineffectiveness related to the cash flow hedges.
As at December 31, 2019, the fixed interest rates of swaps varied from 0.4 percent to 2.6 percent.

As at December 31, 2019, the maturities of financial derivatives are the following (expressed as notional amounts):

EUR million 2020 2021 2022 2023 2024
Forward exchange Contracts...........cccocvvevvvveineens 1,443 44 - - -
INterest rate SWapS........coovvvvveeiiveeniiiee s e - 20 - - 125

CrOSS CUITENCY SWAPS «..vvevververeeeeieseesieneeseesieseens -
Electricity forward contracts L............ccceevvveineenns -

1 Notional amount in GWh.

As at December 31, 2019, notional and carrying amounts of financial derivatives applying hedge accounting were as

follows:

Notional
EUR million amount

Fair value,
assets

Fair value,
liabilities

Fair value,

net

2019
Forward exchange CoONtracts..........ccccoevveveeeneeiiieeiinnenns 346

INtErest rate SWaPS.........cevevrereererereereeeeseseseeeesesenerenns 100

N O

N -

2018
Forward exchange CoNtracts..........ccccoevvevveeieeiiieecineenns 484

INTErESt FAtE SWAPS........vevveeeeeeceeeeeeeseeeeeee s enneees 187

N O

@)
2

1

Forward exchange contracts hedge commercial cash flows of projects applying hedge accounting. The hedge ratio is 1:1.

97% of hedged cash flows mature during the year 2020, 3% in year 2021.
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The impact of cash flow hedge in the statement of financial position in 2019:

EUR million
Hedging gain/loss Amount reclassified Cost of hedging
Notional amount recognized in OCI, net of tax from OCI to P/L recognized in OCI
346 3 5 )

Metso Minerals applies fair value hedge accounting to a bond maturing in 2024. The hedge accounted total nominal value
is EUR 100 million (EUR 187 million in 2018). The terms of the interest rate swap match the terms of the fixed rate bonds
(maturity date, 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.

Bonds applying fair value hedge accounting as at December 31, 2019, were as follows:

Nominal
Nominal amount of Fair value of
amount of interest rate Maturity date interest rate
loan, EUR Maturity date Fair value of swap, of interest rate swap, EUR
million Hedge ratio of loan loan, EUR million EUR million swap million
300 33% June 13, 2024 (2) 100 June 13, 2024 2
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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, 2019 and December 31, 2018 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 hon-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 it's 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 the Metso Mineral’s functional currency 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 statement of income of a subsidiary with a functional currency different from the presentation currency is translated
into euros at the average month end exchange rate for the financial year, and the balance sheet is 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 subsidiary net investments and long-term subsidiary loans without agreed
settlement dates are recognized through OCI within 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 statement 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 statement 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

Company name Country Ownership Dec 31, 2019
MetSO AIGETiE EURL.......coeiiiieiieie ettt Algeria 100.00%
MELSO AFGENEINA SA.....eeiieieieeie st erie et ee e e e ae st et e nee e st aeaneeneeenes Argentina 100.00%
MetSO AUSEFAlia Ltd........cieeireieieeie e Australia 100.00%
Precision RUDBEr NSW Pty Ltd........ccccoeriiinininiienencsesese e Australia 100.00%
WaMCASE PLY LEG.......eoiiiiiiieieee e Australia 100.00%
Wear Application & Management Services Pty Ltd ..........cccocevveiviiieniennnn Australia 100.00%
WearX Employee Services Pty Ltd .........ccoovvieiiniinienieceeee e Australia 100.00%
WearX Holdings PLY LEd ......oooeiiiiiiie et Australia 100.00%
WearX Pty Ltd................. Australia 100.00%
Metso Austria GmbH Austria 100.00%
Metso Brazil Indistria € COmMErcio Ltda.........cccccevveveiveniiieiieseeee e Brazil 100.00%
Metso Bulgaria EOQOD ..........couiiiiieiieeiiesiie st siee e stee e Bulgaria 100.00%
McCloskey International LImMited............ceovrverieniniiiieniec e Canada 100.00%
Metso Canada HoldiNGS INC.......coeeiiiiiiieii e Canada 100.00%
Metso Minerals Canada INC. .......oouieiiieiiiiie e Canada 100.00%
Metso Shared Services L ........ooiuioiiiiiiiiie e Canada 100.00%
Industrial SUpPOrt ComMPAaNY SPA........coiiiiiiieriee e Chile 100.00%
MELSO Chile SPA.....ceie e Chile 100.00%
Metso Minerals (QUZhoU) CO. Ltd.........cccveiiiieiieiiiiesee e China 100.00%
Metso Minerals (Tianjin) Co. Ltd........cccovveiiiieiieiiiesesee e China 100.00%
Metso Minerals (Tianjin) International Trade Co. Ltd..........ccccoovevviierneninnn China 100.00%
Shaoguan City Shaorui Heavy Industries Co Ltd ..........ccccoovveviiieiieniiiinns China 100.00%
Metso Czech RePUDIIC S.1.0. .oouviiiieiiiiciee e Czech Republic 100.00%
MetSO DENMATK A/S.....c..oiiiie ettt ane Denmark 100.00%
Metso Denmark Properties APS ........ooveieeriiieiienie s Denmark 100.00%
MEtSO MINEIAIS OY.....eiiiiiiiie ittt ae e raeaeee e Finland 100.00%
RAUMA OV ...ttt Finland 100.00%
MELSO FranCe SAS...... .ot France 100.00%
Metso Germany GmbH Germany 100.00%
MEetSO Ghana Ltd..........coveiviiiiiiiiicicrece e Ghana 100.00%
Metso India Private Ltd India 100.00%
PT Metso Minerals INAONESIA ..........ccceveriiiriiiiinenc e Indonesia 99.90%
Metso Japan Co. Lt0.........ooiieiiieiiiecie e Japan 100.00%
Metso (Kazakhstan) LLP Kazakhstan 100.00%
Metso Lithuania UAB ..o Lithuania 100.00%
Metso Minerals DOOEI SKOPJE.....ccuvieiiiiiiieiiieiit et re e see e Macedonia 100.00%
Metsotec Malaysia SAn. Bhd............cccieiiiiiiiiiccs e Malaysia 100.00%
MetsO MeXiCO SA TE CV ... Mexico 100.00%
MBSO SA TUE CV ..o Mexico 100.00%
MELSOLEC NL BV ..ottt e e et e e e e eaaaes Netherlands 100,00%
MELSO NOPWAY AJS.....oiiiiiieiiiie e Norway 100,00%
Metso Central AMEFICA SA ........ooiiiiiiiiisre e Panama 100.00%
Metso PNG LIMIted .....cc.oooiieiiiciie e Papua New Guinea 100.00%
MELSO PEIU SA ... Peru 100.00%
Metso Portugal, Lda..........ccoeeiiieiiieiiicic e Portugal 100.00%
OO0 MELSO ...ttt Russia 100.00%
Mets0 d.0.0. BEOGIad ........cceeiiiiiiiieiiiiiiee ettt Serbia 100.00%
Metso Asia PaCIfiC PLe Lt ........coceeiiiiiiieiieie e Singapore 100.00%
Metso South Africa Pty Ltd ........cooveiiiiiiicie e South Africa 86.74%
Metso South Africa Sales Pty Ltd .......cccooeviiieiiiiiiicene e South Africa 86.74%
MELSO ESPANA SA ......oiiiiiiciee ettt e Spain 100.00%
AB P. J. JONSSON OCN SONET ...t Sweden 100.00%
MEtSO SWEHEN AB......oiiiiiiiiie e Sweden 100.00%
Metso Minerals AnONIM SirKeti.......cccvoiiiiiieiiccie e Turkey 100.00%
Kiln Flame Systems Enterprises Limited...........ccovvirveiieniiiciienieesie s United Kingdom 100.00%
Kiln Flame Systems LEd ........ooviiieiiie e United Kingdom 100.00%
McCloskey International Ltd ...........ccooeiieiiiieiienieee e United Kingdom 100.00%
Metso Captive Insurance Limited............covvrieiienieiiiiencee e United Kingdom 100.00%
MEESO UK LEG ...ttt United Kingdom 100.00%
Metso MCCIOSKEY USA LLC.....ccoiiiiieiieieee et United States 100.00%
Metso Minerals INAUSEIIES INC.......cc.ovviiiriiiniii e United States 100.00%
MELSO USA INC. .ot United States 100.00%
MetsO Zambia Ltd.........ccoiveririiiciciee e Zambia 100.00%
WearX Zambia Ltd ........ccoooiiiiiiiiiiics s Zambia 100.00%

F-67



NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS (CONTINUED)

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

2019 2018
EUR million Ownership Carrying value Ownership Carrying value
Liugong Metso Construction Equipment (Shanghai)
CO. Lt o 50.0% 7 50.0% 3
Sefate Capital (Pty) Limited .........cccccevveiiiiciieninnn 49.0% 1 49.0% 1
(0]117-Y SRR 0 0
TOMAl .. 8 4
The Movements in the Carrying Value of Investments in Associated Companies and Joint Ventures

EUR million 2019 2018
Investments in associated companies and joint ventures

ACqUISItION COSt S OF JANUAIY L .....vvieiiieieiee ettt et e e 6 2

INVESTITIENTS ......oceviccee ettt bttt st s st ee et s ettt en sttt ensnseenas 3 4
Acquisition cost as 0f DeCEMBDEN 3L .......coiiiiiiiiie et 8 6
Equity adjustments in investments in associated companies and joint ventures

Equity adjustments as 0f JANUAIY L........ccccooiiiiiiiiiiiic e 2) ()]

SHAE OF FESUITS ...ttt et enees 1 0

TransSlation QIfFEIENCES. .........ccveveceieeree ettt ettt en et 0 0
Equity adjustments as 0f DECEMBET 31 .........cc.ovevervceerceseeeeseeeesseeessesessesess e erssenessenens €)) 2
Carrying value as 0f DECEMBET 3L ......v.vueveeeeeeeeeeeeeeeeeseeeeee et eeeesesessess e s esesseesenon 8 4

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 2019 2018

S EES .. tttteee e et e ettt e e e e e e e e e e e e e e e b ———aeeee e e e h———aaeeeaaaabraaaaaeeeaaabrrrraaeeeaanrraraaaeeaaas 22 15
LEADIIIEIES. ..ttt ettt e b e e e e b a e et ba e e aaraeeaaareas 15 11
ST 1L PRSPPSO 15 7
0] ) SRR OURRP 1 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.

The following table sets forth Metso Minerals’ business transactions and outstanding balances with Metso Group on a
carve-out basis.

EUR million 2019 2018

EUR million 2019 2018
Non-current
L0AN FECEIVADIES .......iieeie e 25 49
Other receivabIes ............ccuiuiiiiii 88 137
Current
L0aN reCeiVabIES...........cooviiiiii 25 33
Trade reCeiVabIEs ............cviiiiicic 10 8
Cash POOl FECEIVADIES..........ccuiiiiiiei e 17 20
Other recivabIes ...........ceviuiiiiic 1 1

Non-current

Other labiltIES .......cvevieeececececccccc 6 6
Current

Cash pool lHahilItIes ..........cceviviiiiiiicicccccc 86 81

Trade PayabIEs...........coooviiiiiiiii 1 1

Other laDilTES .......cveveececececece 1

Following the Effective Date, business transactions between Metso Minerals and Metso Flow Control will not be related
party transactions according to the “IAS 24 — Related Party Disclosures” standard.
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Transactions Carried Out and Related Balances with Associated Companies and Joint Ventures

EUR million 2019 2018 2017 2016

SAIES ..ttt nne s 26 0 1 2
PUICNESES ... ettt et e st ee e nreeneeanees 0 0 0 Q)
RECEIVADIES........eiiie ettt 15 0 3 2
PaYADIES. ... 0 - - -

5.5. Acquisitions and Business Disposals
Acquisitions 2019

On May 3, 2019, Metso Minerals acquired 100% share of the company Industrial Support Company SpA in Chile, which
used to form the service division of the Chilean mining engineering, construction and technology company HighService
Corp. The acquired business contributed sales of EUR 35 million to Metso Minerals for the period from May 3, 2019 to
December 31, 2019, The company's sales in 12 months fiscal year that ended on December 31, 2018, were EUR 57 million.
The company employs 869 people.

On October 1, 2019, Metso Minerals acquired 100% share of the Canadian company McCloskey International Limited, a
mobile crushing and screening equipment manufacturer with operations in Canada, the United States and United Kingdom.
With McCloskey acquisition, Metso Minerals expands its offering in the aggregates industry globally and strengthens its
customer reach to the general contractor segment. With this acquisition, Metso Minerals is able to better take part in the
attractive, long-term growth of the mobile equipment market within the aggregates industry. The acquired business
contributed sales of EUR 55 million to Metso Minerals for the period from October 1, 2019 to December 31, 2019. The
company's sales in 12 months fiscal year that ended on September 30, 2019, were EUR 322 million. The company has
about 900 employees.

Preliminary Assets and Liabilities Recognized as a Result of the Acquisitions

McCloskey Industrial
International Support Total

EUR million Ltd Company 2019

INEANGIDIE BSSELS ... ecuviieiie ittt e et et e b e et e et e e e e e e e be e b e e rreeees 101 8 109
Property, plant and eQUIPIMENT .........oiiiiiiiieiie e ee s s e et eesraeaaae e 38 0 38
RIGNT-0F-USE GSSELS ....vveeirieitei ettt e et e et e et e et a e e te e s teeasbeessbaestbeenteaaaee e 2 3 6
DEfEITEA TAX ASSELS ..e.vviiiiieiiii ettt st s bt e e et e et e e e e e s b e e et b e e tb e e ntaaaraaan 15 2 17
INVENEOMIES ..ttt et e s bt e e st e et e e et e e e st e e s ba e e be e e tbeateeasbeeasbeenteeenees 113 0 113
Trade FECEIVADIES ..ottt et et e e s e et e et e e te e s beearae s 49 7 56
OLher FECEIVADIES. ... ....vieiiie et e e st e e te e b e e s b e e st e e s taeantae e 5 1 6
[T [T To i 0o USRS PRPPPROPI 8 0 8
Interest bearing lHabilities. ..........cooviiiiiie e (84) ?3) (87)
TrAAE PAYADIES ... ..ottt re s (43) @) 47)
OLhEr TADITTIES ....vevvevveieieiee ettt bbbttt et et e beere e (27) (6) (33)
ACCTUBH INCOME TAXES. ... e evrieteeeiteeitte e ittt e steeesteesteestaeestee e beessbeeateeasteestaeesbaeeteesabeeasaeesteeeees (24) - (24)
Deferred taX HADIITIES ..........c.eviveeeeeeeeee ettt ettt ettt n et (25) (2 (27)
Net identifiable assets acquired at fair ValUe.............cooveiiiiiii e 126 7 133
GOOOWIIL.......v ettt ettt ettt e ettt n e et et et et ene e 77 24 100
PUICNASE CONSIABTALION «....v.voeeeeee et eee e e s et r s es et seeseeeeeseseeeeseeneseeesens 203 30 233

Goodwill is attributable to personnel knowhow and synergies. The goodwill on McCloskey acquisition is partly tax
deductible. The initial calculation of goodwill generated is based on the result of acquired companies, adjusted by changes
in accounting principles and effects from the fair value adjustment of acquired assets and related tax adjustments.
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Net Cash Flow Impact of the Acquisitions

McCloskey Industrial
International Support Total

EUR million Ltd Company 2019

Cash CONSIAEration PAIA..........eerueieereeie e e ee e e e e ste e esreeaeareesneeeeareesreenes (192) (30) (222)
Cash and cash equUIVAIENES ACAUITE. ............oevevrieeeeiee sttt ene s en e ianns 8 0 8
Net cash FIOW FOr the YA ..........ooiiiiii e (184) (30) (214)
CONtINGENE CONSIABIALION ........cvcvevevrececee ettt eee ettt es et ne ettt sttt en et sasens (11) - (11)
Cash CONSIARTALIONS, TOLAL.............eveeeeeeeeeeeeeeeeeeseeeeee e eseee s e e s e s e s eseses s e e s es e e esesenesssasns (195) (30)  (229)

Contingent consideration of the McCloskey acquisition will be paid if the profitability requirements are met for a two-year
period.

Acquisition costs of EUR 5 million are expensed and included in administrative expenses in the income statement and in
operating cash flow in the statement of cash flows.

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 Séner 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 2017 that ended on August
31, was approximately EUR 33 million and the number of personnel was 40.

On November 1, 2018, Metso Minerals acquired 100% of the share capital of Indish valve automation provider RMEBS
Controls Private Limited. The company has an advanced offering of switches, process valves, and valve automation
products and solutions. The acquired business contributed sales of EUR 3 million to Metso Minerals for the period from
November 1, 2018, to December 31, 2018. The company's sales in 12 months fiscal year 2018 that ended on March 31,
amounted approximately to EUR 19 million and the number of personnel was 275.

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 2018 that ended on August
31, amounted approximately to EUR 4 million and the humber of personnel was 13.

Assets and Liabilities Recognized as a Result of the Acquisitions

EUR million 2018

g1 a0 ] o] L= T =) PP PP UPOPRP 16
Property, plant and EQUIPIMENT .........oiiiiii ettt s e st e et e e et e e st e e stbeeata e e tbeeteessbeeasbeenreeenees 11
L= g1 (o T PP PSPPI 13
TFAOE TECRIVADIES ...ttt et ettt et e et e e e te e e s te e eba e e tb e e tb e e te e e s beeatbe e teeesteesbeeanbeesrbeenteeans 10
(@1 1T oAV Lo LT ST PPTOPRUPPPSPI 1
(O TS o ISP PRUPUPPPOPR 4
Interest DEArING HADIITIES..........oiiei ettt sttt b et e bt e be e e nbeenbeanre s (20)
THAOE PAYADIES ...ttt et et st e et e et e e e be e ae e et et e et b e e atb e te e beeatbe e tbe e treebeearbeenrbeenraean (12)
(@10 T g LT Lo [ 1P PSP TOPR PRSPPI (4)
DEFErTEO tAX HHADIITIES ... ..vcvee ettt ettt ettt et s e e et e et e e e et et s et et et en e s et et e e st en s (5)
Net identifiable assets acquired at fair VAIUE..............cooiiiiiiiii sttt 24
GOOOWIIL ...ttt ettt st et e et et et et et et et e e e e e et et s s e et e s et e e e e et et e et et et et e et et e et eneeen 58
PUICNASE CONSIABTALION ...ttt e et e et ee s et et e eeeeeseese et et e e eseee et et et e eses et et et eseeseesereiee 82

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

The calculations of 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.
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Net Cash Flow Impact of the Acquisitions

EUR million 2018

(O T ot Y 1o 1 =1 o a1 - Lo PSSP (81)
Cash and cash eqUIVAIENTS ACGUITEM. ..........ueiieieiieieeie e sie e esee et e e e e st e steeseeareesaeeseeaseenseeseaseenreenaeaneenreenes 4
INEE CASH FIOW FOF the VRN ...t ee et e eeeee e e s e e eeeeee et e e ee e snneon (77)
CONTINGENE CONSIABTALION ... ...ttt se st ee st s st es st en s es e st s s e s e s e ess st e s s et se et st et et et neesseeeseeeseess (1)
CaSN CONSIARTALIONS, TOLAL........vveveeeeeeeeseee e eeeeeeee e e e s s e e e s e s s e et e s s e et et es e eseses s s et e s e s e s s et e s e s e et es s s eeseses e s eses e (78)

Acquisition costs of EUR 2 million are expensed and included in administrative expenses in the income statement and in
operating cash flow in the statement of cash flows.

Disposal 2019

On January 4, 2019 Metso Minerals had successfully completed the divestment of its grinding media business to Moly-
Cop, a portfolio company of American Industrial Partners. The transaction included the sale of Metso Spain Holding,
S.L.U, including operations in Bilbao and Seville, Spain. As part of the transaction, approximately 80 employees
transferred from Metso Minerals to Moly-Cop. The turnover of the divested business in 2018 was approximately EUR 60
million.

The cash consideration was EUR 11 million. The net assets of the disposed entity were EUR 13 million, whereby Metso
Minerals booked a small loss on the transaction.

Disposed balance sheet items

EUR million 2019

L1 aTo [T o] F=o T =) PSPPSR 6
Property, plant and EQUIPIMENT .........oiiiiiiieiie ettt et e et eesb e e s te e e teeeteeaseeeasbeeataeestbeeteeanseeasaaenreeenees 4
a1V 4] (0] T ST SRR OPPPRTOPPRRt 21
TTAOE FECRIVANIES .....vvieiiiieee ettt e e e s b e e et tb e e e s bb e e e e abbeeesasbeeesasteeeeasbaeeeasbeeeeasteeeessbeeeestaeeenarbaeenaes 15
OUNET TECRIVADIES. ...ttt bbbttt h bbbkt e bt b ekt et e bt e bt et e e bbbt e b st 2
Cash and CaSh EQUIVAIENLES ...........ieiiiiiie ettt et e et e et e e ta e e ste e e ta e e tb e e tbe e teeasbaearaeesraeenteaensreans 3
INtErest DEAIING [TADIITIES. .........ieiiieie et e e e e et e et e e te e e te e erb e e e taeentbaenteesbeeanaes (31
I (oL =1 Lo LTSRS U P OPR PRSI 9)
(@10 gl L Lo ] [ 1P OP ORI UPTRSPI 1)
Deferred taX TADTIITIES .......ei it bbbttt ettt abe e b 3
Net aSSEts OF diSPOSEA BUSINESS ......eiuiieieieiie ettt et e te e et e e e tb e e s tb e e stbeentreebeearbeearaeenees 13
CoNSIAEration rECEIVEM IN CASN.......uiitiiti ettt ettt sttt et et b e s bt et et enbeebeabeenbe e 11
Net aSSELS OF HISPOSEU DUSINESS ......vveiuieeiiii ettt ettt e e b e e st b e e ta e e te e e steestbeeetbeestbeeteeasbeeasbeenteeenees (13)
0TIy o] o [ 10 1Y- 1 F R PE TP PO T PO POTROPPRTOT 2
CoNSIAEration rECEIVEM IN CASN.......uiitiiti ettt ettt sttt et et b e s bt et et enbeebeabeenbe e 11
Cash and cash equivalents diSPOSEA OF .........ccuiiiiieiii et e e te e s b e e s be e s b e e stbeentreaa ?3)
Debt repayments OF AISPOSA .........c.uiiiiiiii ittt e b a e e araa s 31
Net cash INFIOW ON ISPOSAL............eiuiiiiieiie e e s e et e et e et e e st e e e ta e e s tb e e teearbeeasaeearee e e 39
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5.6. New Accounting Standards
New and Amended Standards Adopted in 2019
IFRS 16 Leases

From the beginning of 2019, Metso Minerals has adopted IFRS 16 Leases, replacing the previously used 1AS 17 Leases
and the related interpretations. The adoption was done using the modified retrospective approach whereby the comparative
figures for 2018 were not restated. The adjustments resulting from the adoption were recognized on the opening balance
sheet on January 1, 2019.

Impact

IFRS 16 introduced a single measurement and recognition approach for all leases, whereas under IAS 17 they were
classified into operating or finance leases. Until December 31, 2018, Metso Minerals reported its operating leases as an
off-balance sheet liability. The amount of Metso Minerals’ finance leases was not material. IFRS 16 sets out new accounting
treatment requirements for lessee accounting, whereas lessor accounting was substantially unchanged from 1AS 17.

According to IFRS 16, from January 1, 2019, Metso Minerals as a lessee has recognized assets representing its right to use
the leased assets during the lease term (the right-of-use asset) and liabilities to make the lease payments (the lease liability).
Accordingly, a depreciation of the right-of-use assets and an interest expense on the lease liability are recognized, replacing
the lease expenses recognized under IAS 17. The lessee’s accounting treatment for short-term leases and leases of low-
value assets has not changed under IFRS 16.

At the date of initial application Metso Minerals applied IFRS 16 to the existing contracts that were previously classified
as leases. Metso Minerals applied the recognition exemptions permitted by the standard for short-term leases with a
remaining lease term of 12 months or less and for leases of low-value assets. As other practical expedients, Metso Minerals
has also applied a single discount rate to leases with reasonably similar characteristics, relied on its previous assessment
on whether leases are onerous, and excluded initial direct costs when measuring the right-of-use asset at initial application.
Metso Minerals has not separated the non-lease components, because of their immaterial impact.

The impact from the adoption of IFRS 16 on the consolidated balance sheet

EUR million January 1, 2019
Right-of-use assets
Land and water areas 0
Buildings 56
Machinery and equipment 15
Total 70

Lease liabilities

Lease liabilities, non-current 54
Lease liabilities, current 17
Total 70

On the balance sheet, the right-of use assets were measured at the amount equal to the lease liability, adjusted by possible
prepaid or accrued payments in 2018. Right-of-use assets are depreciated over the respective lease period. The lease liability
was measured at the present value of the remaining lease payments, discounted using the incremental borrowing rate as of
January 1, 2019. The incremental borrowing rate has been defined separately for each group company and with
consideration to company-specific, geographical and currency risks as well as duration of the lease liability. For Metso
Minerals Group, the weighted average incremental borrowing rate on January 1, 2019 was approximately four percent.

The impact from the adoption of IFRS 16 on the consolidated income statement relates to the replacement of the lease
expense included in operating profit under 1AS 17 with the depreciation of right-of-use asset included in operating profit
and with the interest expense of lease liability included in financial expenses under IFRS 16. Lease payments related to
short-term leases and low-value leases are continued to be recognized as expenses in operating profit, as they were under
IAS 17.

The impact from the adoption of IFRS 16 on the consolidated cash flow statement relates to the classification of the lease
payments into principal payments of lease liability presented within cash flow from financing activities and interest
payments presented within cash flow from operating activities. Lease payments related to short-term leases and low-value
leases are presented within cash flow from operating activities, like all the lease payments previously under 1AS 17.
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The amounts recognized for leases in the income statement and balance sheet in the reporting period are presented in notes
3.4and 4.5.

Reconciliation

The lease liabilities recognized on the opening balance sheet in the adoption of IFRS 16 as at January 1, 2019 can be
reconciled to the operating lease commitments reported under 1AS 17 as at December 31, 2018 as follows:

EUR million

IAS 17 off-balance sheet operating lease commitments as at December 31, 2018 68
Add: finance lease liabilities as at December 31, 2018 0
Add: net increase in lease liability resulting from different treatment of extension and termination options, leases of low-

value assets and short-term leases 11
Less: Impact from discounting the future lease payments for leases recognized on the balance sheet -8
IFRS 16 lease liability in the opening balance sheet as at January 1, 2019 70

Metso Minerals’ accounting principles for lease contracts are presented in note 3.4.

IFRIC 23 Uncertainty over Income Tax Treatment

Metso Minerals has applied IFRIC 23 Uncertainty over Income Tax Treatment from the beginning of year 2019. 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 or together with one or more
other uncertain tax treatments. The approach that better predicts the resolution of the uncertainty needs to be followed.

Metso Minerals Group is operating in a complex multinational environment; thus, management applies significant
judgement in identifying uncertain tax positions. Based on the analysis made by the Group, Metso Minerals has recognized
EUR 3 million tax liability for uncertain tax positions in the retained earnings as at January 1, 2019.

Amendments and annual improvements to IFRS standards

Metso Minerals has applied amendments and annual improvements to IFRS standards effective from the beginning of
January 2019. The amended standards are IFRS 9 Financial Instruments, IAS 28 Investments in Associates and Joint
Ventures, and IAS 19 Employee Benefits. Annual improvements effective from the beginning of January 2019 include
following standards: 1AS 12 Income Taxes, IAS 23 Borrowing Costs, IFRS 3 Business Combinations, and IFRS 11 Joint
Arrangements. Amendments and annual improvements have not had a major impact on the financial statements.

New and amended standards to be applied

At the date of authorisation of these financial statements, Metso Minerals has not applied the following new and revised
IFRS Standards that have been issued but are not yet effective:
e |FRS 17 Insurance Contracts
e IFRS 10 Consolidated Financial Statements and IAS 28 (amendments): Sale or Contribution of Assets between
an Investor and its Associate or Joint Venture
Amendments to IFRS 3 Definition of a business
Amendments to IAS 1 and IAS 8 Definition of material
Amendments to IFRS 9, IAS 39 and IFRS 7 Interest Rate Benchmark Reform
Amendments to IAS 1 Classification of Liabilities as Current or Non-Current

The adoption of the standards listed above is not expected to have a significant impact on Metso Minerals' financial
statements in the coming periods.
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5.7. Exchange Rates Used

Average rates Year-end rates
2019 2018 2019 2018
USsSD (US dollar) 1.1214 1.1809 1.1234 1.1450
SEK (Swedish krona) 10.5572 10.2591 10.4468 10.2548
GBP (Pound sterling) 0.8773 0.8861 0.8508 0.8945
CAD (Canadian dollar) 1.4882 1.5307 1.4598 1.5605
BRL (Brazilian real) 4.4195 4.3020 45157 4.4440
CNY (Chinese yuan) 7.7353 7.8148 7.8205 7.8751
AUD (Australian dollar) 1.6090 1.5795 1.5995 1.6220
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6. Other Notes

6.1. Audit Fees

EUR million 2019 2018

AN [ T=T Y ot SRS (1.9 .7

QLI T=] VTt TP OURTOUSPPROPI (0.2) 0.0

OBNEE SEIVICES ...v.veee ettt eeeee et et ettt ee et et et et et et es et et et es et ee et es et et et es et et eee et et eeetes e et eraeeneeeans 0.7) 0.0

(o1 SO @7) 1.7
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 Mineral’s products, projects, other operations and customer receivables.
Metso Mineral’s 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 Mineral’s total business activities. It should
be noted, however, that outcomes of pending lawsuits, legal claims and disputes are beyond the direct influence of Metso
Mineral’s management and may, therefore, materially deviate from management’s current assessment.

6.3 Events after balance sheet date

Covid-19 pandemic, which has spread during the first quarter of 2020, has posed significant short-term risks and
uncertainties to the markets. The spread and severity of the pandemic are difficult to predict. Abrupt measures to restrict
the spread by various national and local governments have further increased the unpredictability of the pandemic on the
demand for Metso Minerals’ products and services as well as on Metso Minerals’ operations.

There is increased risk that the pandemic will deteriorate global economic growth, which together with uncertain political
and trade related developments could affect our customer industries, reduce the investment appetite and spending among
our customers, weaken the demand for Metso Minerals’ products and services as well as affect our business operations in
the coming financial periods.
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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 the 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 year ended 31 December 2019. The carve-out financial statements comprise the
combined balance sheet, income statement, statement of comprehensive income, statement of changes in equity, statement
of cash flows and the notes, including summaries of significant accounting policies, 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 position as well as
its financial performance and its cash flows 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 the 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 the 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 the 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 the 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.

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
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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.
o 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.

o 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, Metso Minerals has not
formed a separate legal group of entities during the year ended. The carve-out financial statements are, therefore, not
necessarily indicative of the financial performance, financial position and cash flows of Metso Minerals that would have
occurred if it had operated as a separate stand-alone group of entities during the year nor of Metso Minerals’ future
performance. Our opinion is not modified in respect of this matter.

Helsinki, 6 May 2020

Ernst & Young Oy
Authorized Public Accountant Firm

Mikko Jarventausta
Authorized Public Accountant
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