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This is Boliden

“With law shall the land be built, but
you do need zinc and copper too.”
Jan Johansson
The President’s Statement, page 2

THE GROUP
OPER AT ING PROFI T

RE TURN ON CA PITAL EMPL OY ED
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The Board decided to invest
SEK 5.2 billion in doubling Aitik’s
ore production.

Find out more on page 31.

THE YEAR IN BRIEF

• Revenues rose by 72 per cent to SEK 35,213 million

• Successful exploration boosted the ore reserves in all
mining areas

• The operating profi t increased by 178 per cent to SEK
8,522 million

• A decision was taken to invest SEK 5.2 billion in doubling
ore production at Aitik

• Earnings per share before dilution improved by SEK 14.59
to SEK 21.66

• A decision was taken to double investments in exploration
to approximately SEK 300 million in 2007

• The Board of Directors proposes an ordinary dividend
of SEK 4 (SEK 2) per share and a share redemption
corresponding to SEK 12 per share

• Metal price hedging for copper, lead, silver and gold was
extended up to and including 2009

• Continued strong global metals market

This is Boliden
MINES

SMELTERS

OPER AT IONS

OPER AT ING PROFI T*

OPER AT ING PROFI T*

Boliden is one of Europe’s leading suppliers
of the base metals, zinc and copper. Other
metals produced within the Group are lead,
gold and silver. Boliden’s integrated mining
and smelting operations enable it to control
the entire chain – from exploration to finished
metal.
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ZINC

C ONCEN T R AT E PRODUC T ION*

ME TA L PRODUC T ION*

Boliden is Europe’s second largest zinc supplier. The bulk of the zinc concentrate from the
mines is refined in the Group’s own smelters.
The finished zinc metal is mainly sold to the
northern European steel industry. The main
end-users of zinc are the construction and
transport industries.
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C OPPER

C ONCEN T R AT E PRODUC T ION*

ME TA L PRODUC T ION*

Boliden is Europe’s third largest copper supplier. All the copper concentrate from the mines
is refined in the Group’s own smelters. The finished copper metal is mainly sold to European
semi-finished goods manufacturers. The main
end-users of copper are the construction, electrical and electronics industries.
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* Unaudited pro forma figures for 2002 and 2003.

BUSINES S A RE A MINES

BUSINES S A RE A M A RK E T

1. Aitik – One of Europe’s biggest
copper mines.
2. The Boliden Area – Comprises the
Kristineberg, Renström, Petiknäs
and Maurliden zinc mines.
3. Garpenberg – Comprises the
Garpenberg and Garpenberg Norra
zinc mines.
4. Tara – Europe’s biggest zinc mine.

10.
11.
12.
5.

Esbo – Finland
Rotterdam – Netherlands
Leamington Spa – UK
Rönnskär – Sweden

1

13. Head Office – Stockholm, Sweden

2

8

BUSINES S A RE A SMELT ERS
5. Rönnskär – Copper smelter and one
of the world’s biggest facilities for
recycling electronic scrap.
6. Harjavalta – Comprises the
Harjavalta copper smelter and the
Pori copper refinery.
7. Odda – Zinc smelter. Also produces
aluminium fluoride.
8. Kokkola – Europe’s second largest
zinc smelter.
9. Bergsöe – The Nordic region’s only
smelter for recycling lead batteries.
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Europe’s leading supplier
of zinc and copper

“Boliden’s success over the past few years is
obviously largely due to the strong price
performance by base metals. But the internal
driving forces behind our success should also
be noted – the way we organise, develop and
enhance the efficiency of our operations has
also played an important part in boosting
profitability.”
Jan Johansson, President and CEO

The President’s Statement

Heading for a leading position in Europe’s zinc and copper market

Demand for base metals was strong in
2006. In times such as these, when
growth is vigorous, global demand for
metals increases. At the same time,
structural changes that are acting as
driving forces behind major increases
in metals consumption are also taking
place, particularly in China.
“With law shall the land be built” as we say in
Sweden, and it may well be true, but you do
need zinc and copper too. In 2006, global consumption of zinc and copper increased by 6.4
per cent and 3.4 per cent, respectively.
Boliden’s operations and customers are
located in Europe, but we still benefit from the
continued strong demand from major growth
economies elsewhere. Boliden’s success over
the past few years is obviously largely due to
the strong price performance by base metals.
But the internal driving forces behind our success should also be noted – the way we organise, develop and enhance the efficiency of our
operations has also played an important part
in boosting profitability. Our ongoing efficiency enhancement efforts mean that the
majority of our mines are now among the most
cost-effective in the industry. Equally, our
smelters have achieved a generally high standard of environmental performance and technology, coupled with competitive cost levels.
In short it was not just down to metal prices
– it was down to sheer hard work too.
A S T RONG Y E A R

Overall, this resulted in 2006 being the best
year ever for Boliden, a year in which we clearly and unambiguously set out our path to becoming a leading supplier of zinc and copper
in Europe. Our profit before tax trebled to
SEK 8,313 million (SEK 2,812 m) and, as a result, our Balance Sheet was further strengthened. Moreover, Boliden had cleared all its
debts by the end of the year, posting a debt/equity ratio of -1 per cent. Our financial position
is stronger than is required for the company’s
development and the Board has therefore proposed both a regular shareholders’ dividend of
SEK 4 per share and a redemption of our own
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shares at SEK 12 per share. In total, the proposal entails returning SEK 4.6 billion to the
shareholders.
Our successes in 2006 include higher production levels and increased production stability in the majority of our mines and smelters.
An important decision was also taken on the
mining side of the operations – the decision to
invest SEK 5.2 billion in an expansion of the
Aitik copper mine. This investment will not
only lead to a doubling in extraction of ore and
increased cost-effectiveness, it will also result
in improved environmental performance. In
addition, expansion programmes were
launched at the Harjavalta and Rönnskär copper smelters.

L E A DERS IN Q UA L I T Y A ND

BUSINES S MODEL OFFERS NUMEROUS

“In the same way as we
have refused to allow ourselves to be hampered by
our history, we must now
refuse to allow ourselves
to be hampered by our
success.”

BENEFI T S

At the end of 2006, we extended our copper
price hedging contracts, along with our hedging contracts for the prices of gold, silver and
lead, until the end of 2009, primarily in order
to secure disbursements in conjunction with
the expansion of Aitik. We are still fully exposed to zinc price trends.
Consolidation in our market has increased
during the year and we are continuously monitoring developments and evaluating various
possibilities for Boliden.
Much of the interest in the base metals industry over the past two years has been aimed
at mines. It is important to remind ourselves,
however, that without smelters there would be
no metal. Boliden’s business model, with integrated mining and smelting operations, offers
us numerous benefits on several different levels. Our earnings potential is multifaceted and
includes not only metal prices and smelting
charges, but the ability to handle complex concentrates and metal price premiums that we
can, to some extent, influence for ourselves.
Copper and zinc, along with the mining operations and smelting operations, also benefit
to some extent from the different conditions
at different stages of the business cycle. The
stable supply of mining concentrates for the
smelters makes us a credible and reliable metals partner for our customers.

REL I A BIL I T Y

Boliden’s overall market goal is to be Europe’s
leading supplier of zinc and copper. As the
second largest zinc supplier and the third largest copper supplier, in terms of volume, we are
close to achieving this position. But for us,
“leading” means a good deal more than just
volume; it is also about leading in terms of the
quality and reliability of our production, logistics solutions and customer service. During
the past year, we have taken a number of steps
to further advance Boliden’s position in these
areas, including a reorganisation into three
distinct Business Areas: Mines, Smelters and
Market.

The aim here was to combine the former
Business Areas, Zinc Smelters and Copper
Smelters, and at the same time, to establish the
Business Area Market with the aim of boosting Boliden’s efficiency and competitiveness.
Increasing the clarity of our focus on market
issues will also improve our ability to exploit
new business opportunities.
W ORL D L E A DERS IN RECYCL ING

Metals recycling is a strong growth market
and one in which Boliden is already a world
leader in terms of the recycling of electronic
scrap. We intend to consolidate and expand
this position, while achieving excellence in
environmental performance. The recycling of
metals from scrap metal by Boliden’s smelters
is highly profitable and imposes a minimal
environmental burden.
As a player in an energy-intensive industry,
we also believe it is vital to work continuously
towards increasingly efficient and reduced
energy consumption that is based, as little as

The President’s Statement

possible, on carbon dioxide-generating types
of energy. The ongoing expansion of the Harjavalta copper smelter, which is expected to
reduce the facility’s energy consumption by 13
per cent per unit produced, is just one example
of our work in this area. The fact that we now
have energy management systems at the majority of our facilities is another.
M A S SI V E NEED F OR B A SE ME TA L S

The metals market trend still looks positive.
Changes in the global economy are continuing, which means continued expansion in the
major, densely-populated growth countries.
This means no impending reduction in the
need for base metals. A growth in consumption of 3 per cent per annum means that
currently known ore deposits will be insufficient in the long-term, and continued investments in exploration for new deposits are
therefore vital. Boliden already accounts for
half of all exploration in Sweden, and we will
be doubling our investment in exploration in
2007.
Our exploration strategy has proven successful, firstly through a substantial increase
in ore reserves at Garpenberg and then through
a trebling of ore reserves at Aitik. We have also
almost doubled the ore reserves in the Boliden
Area during the past year.
T HE NE W B OL IDEN WAY

The ability to change is an important factor
for success, and continued development of our
operations and work methodologies at Boliden
will be necessary. Our strategic platform,
“The New Boliden Way”, and our core values
– Enthusiasm, Responsibility, and Commitment – are based on our desire to constantly
improve.
There are just over 4,500 of us here at Boliden, and over the past year we have all worked
single-mindedly towards advancing our positions in accordance with our strategy. I am
delighted to say that we have made considerable progress. In the same way as we have refused to allow ourselves to be hampered by our
history, we must now refuse to allow ourselves
to be hampered by our success. Our future
successes must not just be driven by metal
prices: systematic effort on continuous im-

“In short it was not just down to metal prices – it was
down to sheer hard work too.”
provement is what will make us a world-class
metals partner.
Stockholm, March 2007

Jan Johansson, President and CEO
bol i de n a n n ua l r e p or t 2 0 0 6
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Metals markets

Continued strong demand for base metals

Global demand for base metals continued to be strong in 2006, reaching new
record levels for the prices of Boliden’s
main metals, zinc and copper. These
metals account for just over 90 per cent
of the Group’s total production by volume. The operations are conducted exclusively in Europe, but pricing trends
are very heavily steered by global supply and demand for metals.
CYCL IC M A RK E T

The demand for base metals such as zinc and
copper is cyclic; it is steered by growth in the
global economy in general and industrial production in particular. A global economic upswing is often first discernable in the price of
copper because copper is an important metal
in the development – and redevelopment – of
fundamental infrastructure, such as power
lines and water supply systems. Demand for
zinc metal comes somewhat later in the business cycle, once construction of buildings and
roads, for example, gathers pace. At an even
later stage in the business cycle, for example,
increased purchasing power can lead to an increased demand for cars and thereby increase
the demand for zinc and copper further still.
According to the International Monetary
Fund (IMF), global industrial production increased by 5.1 per cent in 2006, and further
growth of approximately 4.9 per cent is expected for 2007.

L O OK ING B ACK

EFFEC T S OF CHIN A’S GRO W T H

The global base metals industry was characterised by poor profitability in the late 1990s
and the early part of the current decade. Prices were pressured by the mining companies’
general overcapacity at a time when demand
for base metals began to fall. Investments in
both existing production and exploration for
new deposits were cut to low levels and marginal mines and smelters, in particular, were
forced to close down.
When demand for copper began to pick up
in mid-2003, the base metals industry was suffering from under-investment. Global copper
stocks fell to record low levels as a result of the
metal production sector’s inability to keep
pace with demand, and in 2004, prices began
to rise.

The global economy is currently experiencing
a structural transformation. The modernisation of densely populated countries such as
China and India lacks any parallel in modern
times, making it difficult to predict future
trends in metal prices. China is currently consuming approximately 3.0 kilos of base metals
per capita, in comparison with around 10 kilos
in the western world. Historical data show that
the base metal cycles usually extend over a period of nine to ten years. They also show pricing peaks that last between six and twelve
months. The current business cycle’s strong
demand for metals has largely been driven by
China’s vigorous growth and the price of copper has now been rising for three years.
ME TA L S PRICING

M A RK E T IMB A L A NCES

Strong economic growth in China, coupled
with a general improvement in Western economies, lay behind the massive rise in the price
of copper. Smelters, which were often suffering from under-investment, were unable to
handle the huge demand for copper metal.
Continued price rises boosted the incentive to
invest in additional production capacity, and
this new capacity successively moderated the
market imbalances.
The demand cycle of zinc has historically
lagged behind that of copper, and zinc prices
did not start to rise until 2005.

Base metal prices are set daily on the London
Metal Exchange (LME) and the trading on
this international metals market lays the foundations for the pricing of base metals worldwide. Long-term price trends are clearly linked
to changes in demand, while short-term trends
are also affected by the behaviour of financial
players in the market.
Mining concentrates and treatment charges

The players in the mining and smelting industry negotiate treatment and refining charge
levels annually.
Treatment and refining charges are the remuneration received by the smelters for pro-
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Metals markets

cessing the mining concentrates into metals.
The payment the mines receive for concentrates
is calculated on the basis of the current LME
price and the metal content of the concentrate,
less treatment and refining charges and with
adjustments for quality factors. The smelters’
purchasing agreements with the mines usually
also include clauses that redistribute the value
of changes in metal prices, and the payment
received by the smelters is therefore also affected by changes in the LME prices.
When concentrate availability is good, i.e.
when there is a good supply of raw materials
for the smelters, treatment charges rise – and
vice versa.

resulting from high electricity prices, outdated technology and historically low treatment charges between 2000 and 2005.
Asia accounts for approximately half of
global zinc consumption and China alone uses
around 29 per cent of all zinc metal produced,
and this is where the expansion in smelter capacity is primarily expected to occur in the
next few years. The USA and Germany are the
West’s biggest zinc consumers.

The zinc metals market is regional. The biggest zinc metal producing countries are China,
Canada, South Korea and Japan which collectively account for around 50 per cent of
global production. Europe does produce approximately 21 per cent of all zinc metal, but
nowadays the region is a net importer. European smelter capacity has fallen by around 26
per cent over the last five years, due to closures

ZINC
A PPL IC AT IONs

C OPPER
A PPL IC AT IONs
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Mining concentrate

The biggest producers are China, Australia
and Peru which collectively produce 51 per
cent of the world’s zinc concentrate. Europe
only accounts for approximately 9 per cent of
the total mined production and is therefore a
major net importer of zinc concentrate, principally from Australia and Peru.
Metal production and consumption

■ Galvanisation
■ Brass products
■ Diecasting
n Oxides & chemicals
n Milled products
n Other
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T HE C OPPER M A RK E T
Mining concentrate

The copper concentrate market is global. With
a market share of 36 per cent, Chile is the
world’s biggest copper mining nation, followed
by the USA, Peru, China and Australia. Europe
– as a region – accounts for 5.5 per cent of production and is instead a major net importer.

Performance in 2006

Global consumption of zinc metal increased
during the year by 6.4 per cent to 11.3 million
tonnes, with continued strong demand from
China. Zinc metal production rose at the same
time by 6.5 per cent to 10.7 million tonnes,
with new smelters, primarily in China and
India, contributing to the increase. Zinc concentrate was still in short supply, despite the
increased mined production that has resulted
from price rises. Global mined production
increased by approximately 7.3 per cent, with
mines in China accounting for a substantial
percentage of this increase. Metal consumption exceeded production measured in tonnes,
however, so the downwards trend in LME’s
zinc stocks continued. By the end of the year,
it had reached approximately 90,000 tonnes,
equating to 2.9 days’ global consumption.
After several years of relatively restrained
price rises, the average LME price of zinc rose
in 2006 by 137 per cent to USD 3,273 per
tonne. Base treatment charges remained unchanged, despite the shortage of zinc concentrate, but the high zinc price meant that the

T HE ZINC M A RK E T

realised treatment charges were markedly
higher in 2006.
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Metal production and consumption

The market for copper metal – copper cathodes
– is regional and is largely located in the vicinity of the major semi-finished goods and component industries in the industrialised countries of Europe, Asia and North America. Chile
is, however, the exception to this norm. A market share of approximately 16 per cent makes it
the world’s largest copper cathode producer
with huge volumes exported worldwide.
Asia, which collectively consumes half of
the global production of copper cathodes, is
the region reporting the biggest growth with
regard both to consumption and production
of copper cathodes. China consumes approximately 23 per cent of global cathode production, while Europe as a whole consumes 24 per
cent. European production only meets 60 per
cent of its own requirements, so large quantities of copper cathodes are imported into the
region, principally from Chile.
Performance in 2006

Global consumption of copper cathodes increased by 3.4 per cent, in comparison with the
previous year, to 17.5 million tonnes, with demand strongest in Europe. At the same time,
production rose by 5.6 per cent to 17.5 million
tonnes as a result of the general increase in capacity utilisation and the opening of new
smelters. Technical problems and strikes at the
major mines, primarily in Chile, meant that
the production of copper concentrate only
increased marginally. Copper stocks at LME
remained at historically low levels. By the end
of 2006, stocks totalled 191,000 tonnes, equating to 4 days’ global consumption.
The LME copper price rose sharply at the
beginning of the year, reaching new record

Metals markets

T HE C ONSUMP T ION OF ZINC A ND C OPPER E XCEED S PRODUC T ION IN M A N Y regions W ORL DW IDE
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■ GL OB A L MINED PRODUC T ION

■ GL OB A L ME TA L PRODUC T ION

■ GL OB A L ME TA L C ONSUMP T ION
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Copper
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17.5 million tonnes
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Metals markets

Continued strong demand for Boliden’s metals.
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Metals markets

T HE M A RK E T F OR B OL IDEN’S
O T HER ME TA L S

Lead, gold and silver are other important metals for Boliden, alongside zinc and copper.
Metal recycling also accounts for an important
and growing part of Boliden’s operations.

the price of silver has a clear connection with
global economic trends. The silver industry is
more fragmented than the gold production
industry, with Mexico, Peru, Australia, Russia
and Poland the biggest producing countries.
A substantial amount of silver is also produced
as a by-product in zinc and copper mines.

Lead

Over three quarters of all lead produced worldwide is used in the batteries industry. China,
Australia, the USA and Peru are all examples
of major mining producers, while refining
mainly occurs in China, the USA and Germany. The average price of lead rose by 32 per
cent in 2006 to USD 1,287 per tonne as a result
of weak mine production, strong demand, and
consequently low stocks.

Recycling market

Silver has increasingly become a raw material
whose price, unlike that of gold, is determined
by supply and demand. The electrical and
electronics industry are important users of
silver and therefore, unlike the price of gold,

Interest in metal recycling is increasing apace
with the general increase in global consumption, and a simultaneous rise in environmental awareness. Secondary materials, such as
scrap metal and waste products from the steel
and metals industries, have long served as
important complements to mining concentrates for smelters. Tighter regulations and
legislation, coupled with shorter product lifecycles, have contributed to making electronic scrap the fastest growing recycling segment. The main metals recovered from
electronic scrap are copper, silver, gold and
platinum. The EU’s WEEE Directive (Waste
Electrical and Electronic Equipment) came
into force in August 2005. As a result, all
member states have either introduced legis
lation or, as in Sweden, adapted existing legislation that regulates the way in which discarded electrical and electronic products
must be processed in an environmentally
acceptable way. For smelters with the technology to handle electronic scrap, this development offers opportunities to establish a
source of materials that is not steered by cyc
lic factors.
The conditions for lead battery recycling

LEAD
A PPL IC AT IONs

G OL D
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SILV ER
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Gold

levels by mid-May. The latter half of the year
saw the price fall as supply achieved a better
balance with demand and LME’s copper
stocks began to increase. Over the year as a
whole, the average price rose by 83 per cent to
USD 6,731 per tonne. Copper treatment
charges rose by 12 per cent, but overall treatment charges were higher due to the high price
of copper.

■ Batteries – replacement 40
12
■ Batteries – original
■ Batteries – transport 11
n Batteries – stationary 15
n Other – not batteries 22


Source: Brook Hunt

The jewellery industry accounts for almost 90
per cent of global gold consumption. The biggest gold producing countries are South Africa, Australia, the USA and Peru. The price
of gold is not steered primarily by supply and
demand for the physical product but by investors who use gold as a safer investment alternative in times of inflation and geopolitical unrest. Prices are set daily by the London Bullion
Market Association (LBMA).
Silver
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Metals markets

are good and recycled lead now comprises almost 60 per cent of global lead consumption.
In the West, the recycling level for lead batteries is now over 90 per cent.

for 37 per cent of Europe’s total production of
zinc concentrate. Boliden’s corresponding
share for copper is 9 per cent.
Smelters

KGHM and Cumerio. Europe imports copper
cathodes and Boliden is therefore also in competition with products manufactured outside
Europe, including those produced by the
Chilean firm, Codelco.
Boliden is Europe’s second largest supplier
of zinc and third largest supplier of copper by
volume.

Both the zinc and copper mining industries
are dominated by a few large players. The zinc
market is slightly more fragmented with the
six largest players accounting for just under 30
per cent of mined production, in comparison
with a corresponding figure of 40 per cent for
copper. The biggest zinc mining players are
Xstrata, Teck Cominco and Zinifex, while
Codelco, BHP Billiton, Freeport McMoRan
and Rio Tinto dominate the copper concentrate market.
The high base metal prices of recent years
have resulted in profitability for large and
small mines alike, and product diversification
is now promoting structural deals. A number
of major acquisitions have been made in recent
years, and this industry consolidation will in
all probability continue.
Boliden’s mined zinc production accounts

As with mines, the global smelting industry is
dominated by a few large players, often with
links to the major mining companies. There
are also a number of relatively small smelters.
Smaller and more frequent deliveries are
becoming increasingly important for metal
consumers – semi-finished goods and component manufacturers – in order to avoid large
stockpiles that tie up large amounts of capital.
This trend is creating regional markets in
which the smelters’ competitiveness is determined by their ability to adapt quality and
delivery solutions in line with customer requirements.
A number of smaller European zinc smelters have closed in the last few years due to high
electricity prices, and poor efficiency and profitability. Only a few larger zinc smelters now
remain in Europe, of which Boliden’s Kokkola and Odda smelters are two. Other examples of European smelters include Xstrata’s
facilities in Spain and Germany and facilities
within the planned Belgian/Australian conglomerate Umicore/Zinifex.
Unlike Boliden, several European copper
smelters are integrated forwards in the value
chain, i.e. they produce copper cathodes for
their own semi-finished goods and component
manufacturing. They are therefore not in direct competition with Boliden. European
players include Norddeutsche Affinerie,

LEAD
PRICE A ND S T O CKS T REND ( lme)*

G OL D
PRICE T REND ( L BM A)*

SILV ER
PRICE T REND ( L BM A)*

USD/ t onnes

t onnes

USD/o z

US c/o z

1,500

200,000

1,200

1,200

1,200

160,000

980

960

900

120,000

720

720

600

80,000

480

480

300

40,000

240

240

M A RK E T PL AY ERS

The base metals market embraces a great many
different types of players, from companies
who limit their operations to exploration and
mining to smelters with integrated semi-finished products and component manufacturing. Only a few players, including Xstrata and
KGHM, have operations which, like those of
Boliden, integrate mining and smelting in the
zinc and copper sectors.
Mines

Price

Like Boliden, several players in the smelting
industry have declared their ambition to reinforce their focus on recycling. The substantial
increase in the availability of secondary materials in the form of electronic scrap has given
smelting players with cutting-edge technology
the opportunity to secure the inflow of materials for their smelters, and thereby increase
profitability. Boliden’s Rönnskär smelter and
the Canadian smelter, Horne (Xstrata), are the
two biggest facilities in the world for the re
cycling of base and precious metals from electronic scrap and scrap metals.
Other European companies investing in
recycling include the German firm, Nord
deutsche Affinerie, and Umicore of Belgium.
Boliden’s ambition is to grow at least at the
same rate as the recycling market as a whole,
in order to consolidate and extend its head
start in this field.
The lead recycling market is fragmented.
Boliden Bergsöe is the Nordic region’s only
lead smelter for secondary material and,
with a market share of 6 per cent, it is one of
Europe’s four biggest players.

Stocks

96 97 98 99 00 01 02 03 04 05 06
* Average annual value
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Recycling
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Metals that make modern
life work.

Group Operations and Business Model

Group Operations

Boliden is an integrated mining and
smelting company whose main products
are the base metals, zinc and copper.
Lead, gold and silver are other important
metals. The operations focus on the initial processing stages in the value chain:
exploration, mining, concentration,
smelting and refining, with recycling as
an important and growing part of Boliden’s operations.
BUSINES S C ONCEP T

Boliden’s business concept is to extract minerals and produce high-quality metals in a costeffective and environmentally friendly way,
and to exploit the commercial opportunities
that the market offers, thereby creating value
for shareholders, customers and employees.
MIS SION A ND V ISION

Boliden produces metals that make modern
life work. The high-quality base and precious

metals produced through our exploration,
mining operations, smelting activities and
recycling must meet the metal needs of the
public sector, and of industrial and private
consumption.
Contemporary society endeavours to
achieve sustainable development. Producing
and delivering our products responsibly with
regard both to people and to the environment
are therefore key issues within the Group.
Boliden’s vision is to be a world-class metals
partner. This means being one of the industry
leaders with regard to responsibility, reliability
and customer satisfaction.
T HE OPER AT IONS

Boliden is one of the leading suppliers of zinc
and copper in Europe and also has a significant
global market share. Its operations are conducted in Sweden, Finland, Ireland, Norway,
the Netherlands, and the UK and its customers
are mainly located in northern Europe.
The operations were previously conducted
in three Business Areas, namely Mines, Zinc

Smelters and Copper Smelters, but since 1st
January 2007, they have been divided into
three new Business Areas: Mines, Smelters and
Market. The change is designed to boost Boliden’s competitiveness by further reinforcing
the synergies between the Group’s smelters
and increasing the focus on marketing issues
with regard to the principal products, zinc and
copper. Boliden’s operations are now, starting
with the 2006 Annual Report, presented in
accordance with the new Business Areas.
RESULT S 2006

The strong performance by the metals markets
in 2006 reduced the LME zinc and copper
stocks to very low levels. By the end of the year,
LME stocks equated to 2.9 days’ global zinc
consumption and 4 days’ global copper consumption. This resulted in a sharp increase in
the price of base metals, with the zinc price
rising by 137 per cent and the price of copper
by 83 per cent, in comparison with 2005. This
trend, combined with increased production
by Boliden, resulted in the company’s revenues

K E Y R AT IO S, 2006 (2005)
Revenues

SEK 35.2 billion (SEK 20.4 b)

EBIT

SEK 8.5 billion (SEK 3.1 b)

Cash flow

SEK 8.0 (2.5) billion

ROCE

52% (20%)

Capital employed

SEK 17.7 billion (SEK 15.8 b)

Net debt

SEK –0.195 billion (SEK 5.5 b)

Net debt/shareholders’ equity

–1% (54%)

Employees

4,519 (4,530)

Operating activities

• 4 mining areas in Sweden and Ireland • 5 smelters in Sweden, Finland and Norway

PRODUC T ION

MINES*

SMELT ERS

Zinc

328,000 tonnes/year

443,000 tonnes/year

Copper

87,000 tonnes/year

356,000 tonnes/year

Lead

49,000 tonnes/year

70,000 tonnes/year

Gold

4,500 kg/year

20,000 kg/year

Silver

212,000 kg/year

414,000 kg/year

* Metal content in the concentrate.
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Group Operations and Business Model

totalling SEK 35,123 million and its operating
profit totalling SEK 8,522 million, which are
the best figures ever posted by the company.
The return on capital employed was 52 per
cent. The profit performance boosted the cash
flow from the operating activities to SEK 8,010
million, despite capital tied up in stocks and
receivables increasing to SEK 1,636 million
due to price hikes. The remarkably positive
cash flow was primarily used to amortise liabilities, so that by the end of the year, Boliden
was debt-free.
BUSINES S MODEL

The Boliden Group’s business model integrates mining and smelting operations, with a
substantial percentage of the smelters’ capacity covered by metal concentrates from our
own mines. This gives us good control over the
entire chain, from exploration to finished
metal, which in turn means a high and consistent product quality and reliable deliveries.
The business model also ensures a high level
of capacity utilisation in the Group’s facilities,
which is important in both the mining and
smelting operations.
T HE BUSINES S MODEL IS B A SED ON :

Optimised processing through good raw materials balance. A high degree of self-sufficiency with regard to metal raw materials from
our own mines and from recycling reduces the
risk of having unutilised production capacity
in the smelters and of being unable to deliver
what we have promised to our customers.
The production of zinc concentrate in
Boliden’s mines is largely balanced with the

smelters’ production, while the copper smelters are more dependent on external copper
concentrate supplies. An even higher degree
of self-sufficiency is technically possible with
regard to zinc. However, not all of the zinc
concentrate produced in-house is used by
Boliden’s smelters. This is because the company’s technically advanced plants can treat
concentrates with complex metal content,
generating a higher income from the processing. By selling on a certain amount of less complex – i.e. cleaner – concentrates to other
smelters and simultaneously processing complex zinc concentrate from external mines at
higher treatment charges, the operating margins of both the mining and smelting stages of
the operations are optimised.
Balance in the metal cycle. Mining operations and smelters benefit from the different
conditions in the different stages of the metals’
business cycle, promoting risk balancing. Unlike exclusively mining operations, the Group’s
income is based not only on metal prices, but
on treatment charges, overrun, compensation
for processing complex concentrates and premiums. The fact that Boliden works with both
zinc and copper also ensures a more balanced
and overall lower risk, because the demand
cycle for copper is usually ahead of the corresponding cycle for zinc.
Stabilisation of cash flows. Boliden’s business
model, which combines mines and smelters in
an integrated chain, reduces total risk and stabilises cash flows. This is an important competitive advantage in the capital-intensive

metals industry and one which generates
strength and stamina throughout the business
cycle.
Efficiency. The majority of Boliden’s mines
are among the more efficient in the industry.
The smelters are technically advanced, giving
the Group production flexibility and costeffectiveness. Business Area Market handles
the material flows between Boliden’s mines
and smelters and external players, and optimises deliveries and capacity utilisation at the
Group’s facilities.
Recycling. Boliden’s flexible technology at
Rönnskär has enabled the Group to achieve a
world-leading position in the recycling field,
which is an important competitive advantage
in the European domestic market, where the
environmental performance demands are very
stringent. Recycling also offers an advantage
with regard to ensuring the supply of metal
raw materials for the smelters.
IN - DEP T H CUS T OMER REL AT IONSHIP S

As part of its endeavours to maximise the benefits offered by the integrated business model,
Boliden has chosen to focus on establishing
more in-depth relationships with its customers
and suppliers. Boliden intends to shift from
being a leading producer to a leading supplier
of zinc and copper. Flexibility, product customisation, reliable deliveries, quality and
product development yield increased added
value, both for the customers and for Boliden.
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Overview of Boliden’s integrated business model

BUSINESS ARE A MINES

E X PL OR AT ION

MINING OPER AT IONS A ND C ONCEN T R AT ION

Boliden explores for new ore deposits in order to secure its future
mining operations and metal production. The exploration work, which
is carried out by Business Area Mines, primarily takes place in the vicinity of existing mines (mine-site exploration) but is also carried out
in new areas (field exploration). The operations are conducted in
three distinct phases: initial regional surveys, local surveys of areas
that continue to be of interest, and test drilling, which is the most
cost-intensive activity. Boliden’s aim is for all of its mines to have an
ore reserve that secures mining for at least ten years into the future
at all times.

Mining is the first stage in the production of metals. Boliden’s operations focus on zinc and copper, but the ores also contain metals such
as lead, gold and silver. The ore is mined in both underground and
open-pit operations, and the extracted ore is milled to produce metal
concentrates in plants located close to the mines. When life-of-mine
comes to an end, Boliden is responsible for the rehabilitation of the
area.

PH YSIC A L FL OW S

PH YSIC A L FL OW S

Exploration is an activity characterised by risks and opportunities.
There are no guarantees of success, but successful exploration enables Boliden’s ore reserve to be expanded at existing mines or in the
form of completely new deposits. The aim of mine-site exploration is
to increase the ore reserve at existing mines, primarily through test
drilling, while field exploration aims to bring on board entirely new deposits and mines.

The zinc ore from Boliden’s mines has a metal content of approximately 6-8 per cent, while copper grades in the copper ore are
around 0.3 per cent. The ore is transported to the company’s concentrators where it is milled to produce metal concentrate. The zinc
concentrate has metal grades of around 55 per cent while the copper concentrate grade is around 28 per cent. The concentrate is
transported by rail, ship or truck to Boliden’s various smelters.

FIN A NCI A L FL OW S

FIN A NCI A L FL OW S

Ore reserves are a financial concept. Ore reserves are those parts of
a mineral resource that can be mined and processed in accordance
with the Group’s demands on profitability, as demonstrated in a profitability study. Boliden’s ore reserves and mineral resources are calculated and summarised annually in accordance with applicable international standards and norms, but may not be booked as an item in
the Group’s Balance Sheet. If the ore reserve is increased at a mine,
its lifespan - i.e. the period for which the ore reserve will last at the
current rate of extraction – is extended.

All copper concentrate from the minesites undergoes further processing in the Group’s smelters, but some of the zinc concentrates
are sold on to other smelters. The payment received by the mines is
based on the payable metal content of the concentrate they produce,
multiplied by current market metal prices, adjusted for impurities
and by-product credits, and subject to deductions for treatment
charges. Pricing between the Group’s own mines and smelters is
done on commercial terms in US dollars, and exchange rate fluctuations therefore affect the level of remuneration received.
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BUSINESS ARE A SMELTERS

BUSINESS ARE A MARK E T

RECYCL ING, SMELT ING A ND REFINING

H A NDL ING IN T ERN A L A ND E X T ERN A L FL O W S

The smelters process the metal concentrates from the minesites,
producing mainly zinc and copper metal. As a complement to its mining concentrates, Boliden also recycles metal and electronic scrap,
etc., converting them into new raw materials in the metals production chain. The Bergsöe smelter, for example, recycles lead batteries.
The finished metals are sold to customers in Boliden’s domestic
European market.

Business Area Market acts as a link between Boliden’s producing
units, customers and suppliers. The Business Area is responsible for
all commercial aspects of Boliden’s operations and for all internal and
external flows; both cash flows and flows of metal raw materials and
finished metals. The Business Area is also responsible for developing
the customer portfolio and customer relations as well as for business and product development.

PH YSIC A L FL OW S

PH YSIC A L FL OW S

The mining concentrates provide the smelters’ main raw material.
Boliden’s smelters process zinc concentrate that comes mainly from its
own mines, whereas much of the copper concentrate comes from external mines. The recycling material comes both from specialist metal
and electronic scrap suppliers and from steel and brass manufacturers
in the form of waste products containing zinc and copper. Lead
batteries mainly come from the Nordic countries’ collection systems.

Boliden’s customers’ metal requirements must be met with the right
quality products at the right time. The Business Area’s handling of the
material flows between Boliden’s mines and smelters, and the material flows to and from external players, optimises the resource utilisation at all of the Group’s facilities. The smelters’ profitability is optimised by supplying some of Boliden’s generally pure zinc concentrate
to external smelters and filling the Group’s own smelter capacity with
a corresponding percentage of less pure concentrate.

The smelting operations’ various smelting and refining stages successively increase the metal contents. Boliden produces high-quality metals; both its zinc metal and its copper cathodes contain over 99.99 per
cent metal and meet the highest purity grade standards of the London
Metal Exchange (LME).
The finished metals are transported by rail, ship or truck to customers,
most of whom are located in northern Europe.
FIN A NCI A L FL OW S

FIN A NCI A L FL OW S

The payments received by the smelters comprise the so-called treatment charges, which are determined, to some extent, by the purity
level of the metal concentrates; the more complex the concentrate,
the higher the treatment charge. Treatment charges are also affected by the availability of raw materials. When raw materials are in
short supply, the smelting industry players compete with lower treatment charges while, when supplies are good, treatment charges increase. Free metal, as it is known, and price participation clauses,
are also important components of the smelters’ remuneration.

Boliden’s customers should get more than just top quality metals.
Knowledge of the customers’ products and processes enables Business Area Market to generate added value in terms of product customisation and delivery solutions. This added value is reflected in the
premium that the customers pay over and above LME prices.
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Boliden’s vision is to be a world-class metals partner
– to be, and be perceived as, an industry leader.
The goals we set are designed to enable us to achieve
and consolidate this position.

Goals and Goal Fulfilment

G OA L S
M A RK E T G OA L S

OPER AT ION A L G OA L S

FIN A NCI A L G OA L S

• To be Europe’s leading supplier of zinc and
copper

• To be one of the world’s most cost-effective
metal producers

• To generate a return on capital employed
exceeding 10 per cent over a business cycle
• To achieve a net debt/equity ratio of
approximately 40 per cent

• To be the world leader in the recycling
of electronic scrap*

• To pay a dividend corresponding
to approximately one third of the net
profit over a business cycle

* New goal introduced on 1st January 2007

FIN A NCI A L G OA L FUL FIL MEN T, 2006

RE TURN ON CA PITAL EMPLOY ED

NE T DEB T/ EQ UI T Y R AT IO
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Ordinary dividend proposed by the Board
Share redemption proposed by the Board

S T R AT EGIES F OR BEC OMING EUROPE’S L E A DING SUPPL IER OF ZINC A ND C OPPER

1

ONGOING EFFICIENCY ENH A NCEMEN T S

Boliden strives to improve productivity and cost-effectiveness through continuous improvements and economies of scale.
2

E X PA NSION OF E X PL OR AT ION

Boliden prioritises mine-site exploration, complemented by field exploration, and is looking to cooperate with
exploration partners.

3

BE T T ER BA L A NCE IN M AT ERI A L FL OW S

Boliden strives to improve the balance between mines
and smelters in order to improve the efficiency and profitability of operations over a business cycle.

4

O
 RGA NIC GROW T H PRO JEC T S

Boliden is currently conducting a number of internal
growth projects at its mines and smelters.

5 IN VOLV EMEN T IN T HE C ONS OL IDAT ION
PROCES S

Boliden’s structural transaction with Outokumpu occurred at an early stage in the ongoing industry consolidation and the potential exists for continued involvement.
6 DE V EL OPMEN T A ND E X PA NSION OF
Electronic scrap RECYCL ING

Boliden aims to develop and expand its electronic scrap
recycling operations in order to consolidate its position
as the world-leading recycler of electronic scrap.
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Strategies

Heading towards becoming Europe’s leading
supplier of zinc and copper

Based on the strategic platform established in 2005, Boliden is making systematic efforts aimed at becoming
Europe’s leading supplier of zinc and
copper and partner of choice for our
customers, and to confirm our position
as the world-leading recycler of electronic scrap.
In 2005, Boliden’s Board of Directors established the company’s overall strategy – the
paths we have chosen to achieve our market
goal of becoming Europe’s leading supplier of
zinc and copper.
The strategic programme has been operational for just over two years now under the
heading “The New Boliden Way to World
Class”, and our positions have advanced in the
majority of the areas identified.
1

S T R AT EGY:

Ongoing operational efficiency

productivity and cost-effectiveness when production begins at the new concentrator in
2010.
A new efficiency enhancing programme
was initiated at the Tara mine during the year
with the aim of securing and further improving Tara’s higher production levels.
In Business Area Smelters, the cooperation
and materials flows between the Rönnskär and
Harjavalta copper smelters was expanded. Approximately SEK 400 million was also invested at Harjavalta in efficiency enhancing measures and an expansion of the copper smelter.
Some SEK 101 million was also invested in
increasing capacity at Rönnskär.
The zinc smelters carried out a comprehensive benchmarking programme and identified
a number of areas where there was room for
improvement.
The modernisation programme previously
implemented at the Odda zinc smelter resulted
in increased production stability and an increase in production of 6 per cent, compared
with 2005.

enhancements

Boliden’s competitiveness is strongly linked to
the operational productivity improvements we
have made.
The focus is on the interaction between
technology, processes and people, and employees are encouraged to improve both their own
performance and that of their group. More
extensive efficiency enhancement measures
are implemented in conjunction with the expansion of existing operations.
Cost levels increased in the industry as a
whole in 2006, largely due to the higher cost
of consumables. Our ongoing efforts with
cost-effectiveness, combined with measures
designed to boost productivity, meant that the
increase in Boliden’s operations-related costs,
excluding energy, was limited to 4 per cent in
2006 – a figure lower than that reported in the
industry as a whole.
The majority of Boliden’s mines are considered to be among the most effective in the
industry with regard to productivity (tonnes
of ore mined per man hour). The decision
taken in the autumn of 2006 to invest SEK 5.2
billion in an expansion of the Aitik copper
mine will lead to a substantial improvement in
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2

S T R AT EGY:

been discovered in the Limerick area. Field
exploration is being carried out in Bergslagen,
Sweden with the Canadian company, Inmet
Mining Corporation, through a joint venture
company. In addition, Boliden will be carrying out field exploration outside Sweden and
Ireland as of 2007.
3

S T R AT EGY:

Better balance in material flows between
mines and smelters

Boliden strives for a better balance between
mines and smelters, primarily with regard to
copper (where the self-sufficiency level for copper concentrate in 2006 was approximately
one quarter) in order to ensure a more efficient
and profitable business.
The decision to expand the Aitik copper
mine is one step in our efforts to improve the
copper balance. Other important measures in
this sphere include increased investments in
exploration and external partnerships.
The globally growing quantities of electronic scrap also offer new potential for improving the balance in material flows, particularly to the Rönnskär copper smelter.

Expanding exploration

Exploration lays the foundations for future
development because long-term sustainable
mining operations require ore reserves and
mineral resources to be “topped up” by new
deposits. Boliden is heavily involved in exploration, particularly in Sweden where the
Group accounts for just over half of all exploration activity. In 2006, our investment in exploration totalled SEK 162 million, and investment will be doubled from this already high
level in 2007. Boliden’s strategy is to prioritise
mine-site exploration in areas where the Group
is currently engaged in mining operations.
Finding deposits close to an existing mine,
with existing infrastructure, shortens the time
from discovery to production and, at the same
time, limits the capital requirement.
Boliden also conducts field exploration,
both in-house and in cooperation with other
players. Currently, in-house field exploration
is mainly being carried out in the Skellefte
field and, on a limited scale, in Bergslagen and
Norrbotten in Sweden, as well as in Ireland,
where several promising ore prospects have

4

S T R AT EGY:

Organic growth projects

There are obvious economies of scale at Boliden’s various production facilities, and growth
is therefore a key strategy. Organic growth offers a lower risk level than acquisition, because
the majority of the parameters are already
known.
The expansion of Aitik is one of Sweden’s
largest industrial projects and constitutes an
investment in organic growth within Boliden.
When the new concentrator achieves full capacity, production capacity will be doubled
from the current level of 18 million tonnes of
ore to 36 million.
An expansion and efficiency enhancement
program also began at the Harjavalta copper
smelter in 2006. The investment totals approximately SEK 400 million and is the biggest expansion investment on the smelter side
since the formation of new Boliden in 2004.
The project, which is scheduled for completion at the end of July 2007, will increase production from the original level of 126,000

Strategies

tonnes to 153,000 tonnes of copper cathodes
per year. It is also expected to cut costs per unit
produced by approximately 20 per cent. A total of SEK 101 million was also invested in
Rönnskär in order to increase capacity by
15,000 tonnes of finished copper per year.
A small expansion project has also begun
at the Kokkola zinc smelter increasing capacity there by some 12,000 tonnes per year to
302,000 tonnes per year.
The continued expansion of mining operations at Garpenberg to around 1.2 million
tonnes is another important growth project.
In addition to those described above, Boliden is also engaged in a number of internal
growth projects on both the mining and the
smelting sides of operations. There is considerable flexibility inherent in these projects because they can be launched when the conditions are right.

5

S T R AT EGY:

6

S trategY:

Involvement in the consolidation process

Develop and expand

Boliden’s position in the European zinc and
copper market gives it an excellent opportunity to take part in the ongoing consolidation
of the global mining and smelting industry.
The structural transaction with the Finnish
company, Outokumpu, in 2004 laid the foundations for the Group’s current structure and
initiated the ongoing consolidation wave.
General consolidation within the mining
and smelting industry increased still further in
2006, and Boliden believes that activity in this
sphere will continue at a rapid pace in 2007.
A high level of activity generates ample opportunities but also pushes up price levels.
Boliden’s criteria for involvement in the consolidation process are:
• Industrial logic; there must be tangible
synergies
• Reasonable pricing over the course of a
business cycle.

electronic scrap recycling

The electronic scrap recycling market is growing fast in tandem with the increase in global
electronic goods consumption, growing en
vironmental awareness and stricter recycling
requirements. Boliden is currently one of the
world’s biggest recyclers of metal from electronic scrap and our ambition is to consolidate
that position. This will require development
and expansion of the recycling operations.
Boliden has been recycling metals from
electronic scrap for many years now, using
efficient and flexible processes that discharge
a minimum of emissions into the surrounding
environment. Electronics recycling is becoming an increasingly important part of the
materials supply for Boliden’s smelters and
offers huge potential for increasing the raw
materials base in the future.
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The laboratory at the Kokkola zinc smelter in Finland.

Sustainable Development

A sustainable way forward

Boliden’s continued success is based on
building and reinforcing the platform for
long-term sustainable operations.

Boliden’s responsibility extends to every aspect
of the operations and is described in brief in the
following text. For more detailed information,
please also see the separate document entitled
Boliden’s Sustainability Report 2006.
Boliden currently consists of nine production units – four mining areas and five smelters
– in four countries. The market organisation
is also represented in a further two countries.
This means that our employees work in a geographically dispersed organisation whose operations are characterised by decentralisation
and delegation. A shared value base and strong
corporate culture are particularly important
in an organisation of this kind. The ability to
change and adapt our operations is an important factor for success, and this is what Boliden’s strategic platform, “The New Boliden
Way”, is ultimately all about. Every employee
must know where the company is going and
what the route there looks like.
Boliden is keen to be involved in developing the communities in which its facilities
operate. Boliden is not only an employer there;
it is also a purchaser of local goods and services, an infrastructure user, and a cultural
and sports sponsor. This involves a continuous
dialogue with employees, customers, suppliers, investors, authorities, organisations and
members of the local community.
EMPL OY EES A RE A N IMP OR TA N T
RES OURCE

Our goal of becoming a leading European zinc
and copper supplier requires multifaceted
competence. The mines’ and smelters’ operations are, admittedly, highly automated, but
they are nevertheless controlled by people. It
is our employees who process physical resources and who ensure that the metal products
reach the customers at the right time, in the
right volume and quality. All of this requires
numerous different trades, professions and
skills. It is in the interaction between young
people with their new knowledge and older

people with their years of experience, between
Norwegians, Finns, Swedes, the Irish and the
Dutch, that new ideas and motivations arise.
As is the case for most other industrial com
panies, Boliden must also ensure that future
skill requirements will be met and the best
employees can be attracted.
Boliden is currently working closely with
colleges of further education and senior high
schools in order to attract young people to the
metals industry in general and to Boliden’s
operations in particular.
The organisation’s management was evaluated in 2006 and the Group’s future work,
competence development and skill supply
with regard to managers and other key individuals were established. New Group-wide
managerial training programmes were initiated, and every unit is now working out their
own goals and establishing training plans for
its employees.
The Programme for Young Professionals, a
training course in which young Boliden employees are given the opportunity to learn more
about the Group’s various operations and values
and to forge personal networks, was also implemented for the second year in succession.
Efforts to promote diversity are ongoing
within the Group. Boliden is keen to increase
the percentage of women working in this traditionally male-dominated industry, and by

the end of 2006, the percentage of women
working in the Group had reached 13 per cent
(12 per cent).
Boliden conducted an opinion survey
(known as “My Opinion”) in the smelting and
Group management functions in 2006, with
the aim of developing a better understanding
of the way employees perceive Boliden as an
employer and of generating the basis for structured efficiency enhancement measures within the units. The survey showed that our employees have considerable faith in the future
and that many regard Boliden as a secure employer. There is still work to be done, however,
with regard to willingness to change and the
will to develop within the company, e.g.
through job rotation. The opportunity to alternate between different jobs and locations is
one of a number of important aspects of an
ongoing process of developing employee competence and raising job motivation.
Trade union cooperation

Trade union cooperation exists at different
levels within the Group. The Boliden Works
Council (BWC) is the company’s overall trade
union body which comprises 17 representatives from all units, and which communicates
with company management. BWC meets
twice a year to discuss work environment issues and terms of employment, to keep upbol i de n a n n ua l r e p or t 2 0 0 6
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dated on the company’s development, and to
work on integrating the units’ various cultures.
BWC is thereby also a disseminator of corporate culture and a bridge between different
units and countries.
HE A LT H & S A FE T Y A RE
HIGH PRIORI T Y A RE A S

A safe work environment and healthy employees
generate the right conditions for successful operations. This is why health and safety are high
priority areas throughout the organisation.
Boliden has adopted a zero injury philosophy and aims to bring about a continuous reduction in the accident frequency by means of
a constant focus on safety. Our goal is to have
the industry’s safest facilities and to keep the
accident frequency within the Group below
one per five per million hours worked, by the
end of 2011. The Group-wide accident frequency per million hours worked was 11.2 in 2006.
With a view to reducing sick leave, every
unit within the Group also has an action programme for health promoting measures. In
2006, the sick leave rate throughout the Group
as a whole was 5.0 per cent, corresponding to
a reduction of 0.3 percentage points since
2005. Boliden aims to have a sick leave rate of
less than 4.8 per cent by the end of 2008.
EN V IRONMEN TA L E XCEL L ENCE
B O O S T S C OMPE T I T I V ENES S

Metals are, admittedly, finite resources, but in
principle they can also be recycled endlessly.
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Boliden cannot avoid the fact that metal production affects the environment. The operations can – and should – however, constantly
endeavour to improve their environmental
performance. This is vital, if we are to be able
to operate and be competitive.
Mining not only has an impact on the
landscape, it causes noise, vibrations, dust,
waterborne emissions, waste in the form of
tailings sand and waste rock. The environmental impacts of the concentrating and
smelting operations take the form of airborne
and waterborne emissions and waste generation. The operations in general, and the zinc
smelters in particular, are also highly energyintensive.
Boliden not only conducts its operations
within the framework of the respective countries’ environmental legislation and applicable
environmental permits, the operations have
also adopted their own goals and guidelines to
bring about ongoing efficiency enhancements
in their production processes and to develop
cleaning techniques.
EFFICIEN T PRODUC T ION PRO CES SES

Boliden’s production processes have become
substantially more efficient over the past few
decades, and emissions from a Boliden mine
are now so low that their environmental impact can be difficult to demonstrate outside of
their immediate area. Boliden’s smelters are
also among the most environmentally adapted
and cleanest in the industry. The flash smelt-

ing method for copper and direct leaching for
zinc are just two of the techniques used to
markedly reduce energy consumption and
emissions. From the outset, today’s production processes are structured with an eye to the
minimum possible environmental impact.
The agreed expansion of the Aitik mine will
lead to a world-class environmental performance from a number of perspectives.
Boliden Bergsöe is the Nordic region’s only
dedicated secondary smelter for lead and tin,
and Rönnskär has developed into one of the
world’s leading facilities for recycling base and
precious metals from electronic scrap, metal
waste and waste products from the brass production industry.
Q UA L I T Y IN E V ERY T HING W E D O

Work is continuing on the certification of Boliden’s operations in accordance with the ISO
14001, OHSAS 18001 and ISRS management
systems with the aim of completing the work
by the end of 2008. Management systems provide a structure for, and systematic approach
to, ongoing improvement work but, ultimately,
the deciding factor is every single employee’s
conscious quality-minded approach to his or
her work. This is why, in 2006, Boliden established a quality network made up of employees
from different parts of the Group, tasked with
disseminating knowledge and guidelines
aimed at further integrating a quality-minded
approach into the day-to-day work.

Sustainable Development

EMPL OY EES
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MINES

Boliden’s extensive experience of the mining industry is a genuine
strength. This collective know-how is being exploited to the full in the
expansion of Aitik, and will result in the Group creating one of the
world’s most efficient copper mines.

Business Area Mines

Expansion to make Aitik a truly world-class copper mine

Several of Boliden’s mines are in the
global top flight in terms of technology
and productivity – essential if acceptable profitability is to be maintained,
even in periods when metal prices are
lower. The investment in Aitik will
yield a comprehensive improvement in
productivity and increased competitiveness.
OPER AT IONS

Business Area Mines comprises Boliden’s exploration, mining and concentration operations in Sweden and Ireland. The Business
Area’s profitability is very heavily dependent
on metal price trends and also, in the shortterm, on variations in the head grades of the
ore mined. Internal factors, such as productivity and technology, coupled with exploration
successes, are also critical in maintaining satisfactory profitability.
RESULT S

Business Area Mines’ operating profit improved to SEK 3,010 million (SEK 1,117 m).
The change in the operating profit is, first and
foremost, a result of improvements in prices
and terms.
INCRE A SED IN V ES T MEN T S
IN E X PL OR AT ION

The aim of exploration is to secure the ore supply and is therefore a prerequisite of the mining operations.

Boliden has prioritised mine-site exploration
with the aim of generating the preconditions
for sustainable production at existing mines
and exploiting both the knowledge and experience built up with regard to existing mining
areas as well as the extensive infrastructure
that is already in place. This leads to lower
costs and usually reduces the time from discovery to production compared with that required
to establish a completely new mine.
Boliden’s investments in exploration totalled SEK 162 million (SEK 149 m) in 2006,
approximately SEK 100 million of which was
allocated to mine-site exploration. Examples
of mine-site exploration activity include drilling at the Kristineberg mine, the Renström
mine and at Petiknäs Norra in the Boliden
Area. A survey and ore reserve calculation was
completed at Åkulla Östra, also in the Boliden
Area, in 2006. In the Garpenberg area, drilling
work which forms the basis for the calculation
of mineral resources was completed in the
Kvarnberget, Finnhyttan, Tyskgården and
Kyrkmalmen deposits in 2006. Field exploration activities include geochemical sampling,
electromagnetic measurements and diamond
drilling on some 20 projects in the Skellefte
field, at Dorotea and in Norrbotten in Sweden
and in the Limerick, Wexford and Meath areas
in Ireland.
Boliden is planning to almost double its exploration investment to approximately SEK 300
million in 2007 in order to generate the preconditions for both sustainable production and
growth through expansion. Our aim is to generate, within a period of five years, a deposit

IMP OR TA N T S T EP S IN 2006
• In autumn 2006, advance planning at Aitik led to the Board’s decision to invest SEK 5.2
billion in an extensive expansion of the operations.
• Successive expansion of Garpenberg saw production increase to 1.2 million tonnes of
milled ore.
• Recruitment with a view to reinforcing the exploration group by 20 people to a combined
total of 70-75 began.
• C ontinued efficiency enhancement measures boosted Tara’s productivity by 6.1 per cent in
comparison with 2005.

with the capacity to produce 50,000 tonnes of
copper metal per annum. To spread the risks –
since there are no guarantees that exploration
will lead to ore deposits – the Group’s field exploration is conducted not only in-house but
through the joint ownership of exploration
companies and through joint ventures.
T ECHNOL O GY A ND C OMPE T I T I V E
A DVA N TAGES

In comparison with mines elsewhere in the
world, many of Boliden’s mining areas have
relatively low head grades. This has proven to
be both a weakness and a strength. The low
head grades have spurred on the Group’s efforts
to develop the mines’ extraction methods and
the concentrators’ process automation. Measured by cash cost, many of Boliden’s mines are
among the most effective in the world, but the
potential still exists for continued improvement. The investment in growth now approved
for the Aitik mine is just one example of how
productivity and cost-effectiveness can be enhanced in conjunction with major expansion
programmes. Another example of this is how
the recent efficiency enhancement work at the
Irish mine, Tara, has led to successive improvements in production levels.
T HE B OL IDEN A RE A

The Boliden Area comprises the underground
mines, Kristineberg, Petiknäs and Renström,
and the open-pit mine, Maurliden. Boliden
also acts as contract mine operator at the Storliden mine, which is owned by North Atlantic
Natural Resources (NAN). Complex ores con-
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Extensive experience of finding ore
Boliden is already one of the biggest European players in terms of
exploration for the base metals, zinc and copper. These efforts are
now being further intensified – in 2007, Boliden will be doubling its
exploration investment to approximately SEK 300 million. The aim
is to secure mining operations in the long-term, which is a pre
requisite of long-term successful metal production.
“It will be exciting to be involved in a project that Boliden views as
long-term and in which so many resources are being invested. This
type of business is, after all, based on exploration, and with Boliden’s
extensive experience the chances of us finding new deposits are
good,” says Hans Årebäck, a newly employed geologist at Boliden with
long exploration experience.
Boliden is in the process of recruiting a new exploration team with
the right mix of ages and experience. By summer, between 20 and 25
new geologists, geophysicists and geotechnicians will have expanded
the previous work force to around 70 exploration team members.
“It’s important to achieve a critical mass in the exploration work.
If the scale of the effort is too small, the exploration will be ineffective,” says Boliden’s Exploration Manager, Pierre Heeroma.
Boliden’s successful history and development are a direct reflection of its ability to find new ore deposits. Exploration has been carried
out to a varying degree ever since 1924, when the Boliden ore body
was discovered. There are now four operational mining areas and the
goal is, of course, to find new deposits that will secure the ore reserve
in the longer term.
“We want a ten-year time horizon in our mines in order to secure
long-term operations. It is a tough challenge and exploration is a
time-consuming process, but we have all the resources we need to
meet our goal,” says Pierre Heeroma.
Exploration is a cyclic business. When times are tough, the majority
of companies cut their research and development budgets. In Boliden’s

case, exploration could be said to constitute part of the R&D work.
“Exploration means taking risks and is often seen as an expense,
but at the same time, you have to invest if you are going to have sustainable operations, so it is always a balancing act. The fact that
prices have been rising for several years, of course, makes life easier
again,” says Pierre Heeroma.
In 2007, Boliden will be investing approximately SEK 300 million
in exploration activities, which means that investment levels have
quintupled over the last five years. The majority of these investments
continue to be allocated to so-called mine-site exploration, which
offers greater potential for generating profitable mining operations
relatively quickly and cost-effectively. This does not mean however
that field exploration, which secures Boliden’s ore reserves and mineral resources in the slightly longer term, is put on ice. Boliden is
currently investigating 20 or so field exploration projects and 2007
will see some additional such projects launched outside Sweden and
Ireland.
Experienced personnel, technology and know-how are the cornerstones of efficient and results-oriented exploration. Boliden has also
successfully developed its exploration methods and is still a leader in
the field of electrical measurement techniques. Our EM34 measurement technology, completely unique and developed in-house, allows
potential new ore occurrences to be defined 1 kilometre below the
surface.
“Unlike other methods that usually reach a few hundred metres
underground, our technology can obtain information at a depth of
around 1,000 m. This obviously makes our life a lot easier,” says
Pierre Heeroma. He continues “it is important to remember that exploration is one of our primary instruments for growth. Because the
time between field exploration and mining operations is often as much
as ten years, you need plenty of patience and fighting spirit. And our
team has precisely that.”

Business Area Mines

taining zinc, copper, lead, gold and silver are
extracted at all of the mines. The area is
thought to offer considerable mineral potential and Boliden is currently evaluating a number of interesting deposits as part of its minesite exploration. A certain amount of field
exploration, focusing on base metals and gold,
is also being carried out.
The concentrator at Boliden treats ore from
all five mines in the Boliden Area. There is also
a gold leaching facility. Much of the zinc concentrate is delivered to Boliden’s Kokkola and
Odda zinc smelters in Finland and Norway,
respectively. The remaining zinc concentrate
is sold along with the lead concentrate to
smelters throughout Europe. The copper and
gold concentrates are sent to the Rönnskär
copper smelter.
In 2006, production of zinc and copper
metal fell in the Boliden Area by 18 per cent
and 3 per cent, respectively. This was due to a
postponement of the final mining of Petiknäs
and to lower zinc grades at the Kristineberg
mine. Production of gold concentrate fell by
22 per cent due to a changed ore mix.

T HE GA RPENBERG A RE A

TA R A

Complex polymetallic ores that primarily contain zinc, lead and silver, together with smaller quantities of copper and gold, are mined at
Garpenberg. The area has a very high mineral
potential and mine-site exploration continued
in the area of Lappberget, Damsjön, Finnhyttan, Tyskgården and Kaspersbo during the
year.
The ore from the Garpenberg mines is
treated at an adjacent concentrator, whose capacity was expanded to 1.2 million tonnes in
2006. The main products are zinc and lead
concentrates, although copper concentrate
containing precious metals is also produced.
The zinc concentrate is delivered to Boliden’s
Kokkola and Odda smelters, while the copper,
lead and precious metals concentrates are sent
to the Rönnskär smelter.
Production of zinc metal in concentrate
increased by 4 per cent in 2006 due to increased volumes of milled ore tonnage.

Tara, in Ireland, is Europe’s biggest zinc and
lead mine. It is located 50 km northwest of
Dublin and has an ore body that has been successively expanded through exploration and
acquisition. Mine-site exploration in 2006
focused on evaluating drilling work carried
out in the Navan area.
Tara’s concentrator has increased its production capacity to 2.8 million tonnes of ore
per year, thanks to the efficiency enhancement
programme and investments made in recent
years. A new efficiency enhancement programme was launched in 2006 with the aim
of securing and further improving Tara’s productivity and cost-effectiveness.
The zinc concentrate produced is delivered
to Boliden’s Kokkola and Odda smelters. Tara
also sells zinc and lead concentrates to external
customers in Europe.
Zinc and lead metal concentrate production remained unchanged in 2006.

B OL IDEN’S MINES, 2006
PRODUC T ION

Boliden (zinc)

Garpenberg (zinc)

Tara (zinc)

Aitik (copper)

1,679

1,182

2,751

18,481

Metal content*

71,650

60,992

195,001

66,133

Head grade (%)

5.56

5.69

7.70

0.40

No. employees

422

275

678

457

31

37

76

85

981

850

1,722

2,073

Proven and probable (thousand tonnes)

4,980

17,200

16,700

625,000

Measured/indicated (thousand tonnes)

7,860

3,400

7,900

858,000

Inferred (thousand tonnes)

6,500

17,400

9,200

66,000

Milled tonnage (thousand tonnes)

FIN A NCI A L K E Y R AT IO S
Cash cost (USc/lb)
Operating profit (SEK m)
ORE RESERV ES A ND MINER A L
RES OURCES**

* Refers to the mine’s main metal.
** As of 31st December 2006. For a full summary of Boliden’s ore reserves and mineral resources, please see pages 83–85.
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Business Area Mines

Boliden’s mines are among the most productive in the world.
This makes mining operations profitable, even with low metal
head grades and low metal prices.
bol i de n a n n ua l r e p or t 2 0 0 6
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Business Area Mines

A I T IK

Aitik, near Gällivare in Sweden, is one of Europe’s largest copper mines. The mine comprises an open pit almost 3 km long and 330 m
deep. Approximately 18 million tonnes of ore
containing copper, gold and silver are mined
and milled at Aitik every year.
From an international perspective, Aitik is
a low grade mine with an average copper head
grade of approximately 0.3 per cent. A combination of efficient mining and streamlined
milling, however, compensates for the low head
grades, yielding high productivity levels. Concentrate from Aitik is transported 400 km by
rail on a daily basis to the Rönnskär smelter.
In October 2006, the Board of Boliden approved an investment of SEK 5.2 billion to
expand Aitik’s operations during the period
from 2007 to 2011. (Read more about the Aitik
investment on page 31.)
Production of concentrate from Aitik increased by 1 per cent in 2006 as a result of good
mill performance.

OPER AT ING PROFI T, MINES*
S EK m
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* Unaudited pro forma figures for 2002 and 2003.
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Doubled capacity at Aitik
Aitik’s new concentrator is scheduled to come on stream in 2010.
With its capacity doubled to 36 million tonnes of ore per year, the
Aitik area will become an even more important supplier of raw materials for Boliden’s copper smelters.
“This capacity increase is an important step towards Boliden’s goal
of a better balance in its material flows,” says Aitik’s Area Manager,
Peter Richardson.
At the end of October 2006, Boliden’s Board of Directors took the
important decision that will have huge and positive consequences for
the company. Between 2007 and 2011, SEK 5.2 billion will be invested in an expansion of operations at the Aitik copper mine outside
Gällivare. The investment includes a new concentrator, crushers and
inward delivery facilities, as well as other infrastructure, such as roads
and service buildings. In short, the annual ore production will be
doubled from 18 million tonnes to 36 million and productivity will increase from 43 tonnes per man hour to 55. Aitik is already one of the
most productive copper mines in the world, where the average number
of tonnes per hour worked is around 15 tonnes. The Aitik mine’s life
span will also be extended from 2016 to 2025 – at the very least.
“We will be among the very best in the business in terms of tonnes
of ore per hour worked. We also estimate that we will be able to cut
our cash costs by just over 40 per cent at the mine, which will improve
our potential for operating profitably even when metal prices are
lower,” says Peter Richardson.
Aitik’s goal, in common with Boliden’s other mines, is to be among
the best third, measured in terms of cash cost. The low head grades
in the ore, which contain approximately 0.3 per cent copper, mean
that Aitik cannot currently be ranked in that elite group. However, with
increased production capacity and ore reserves that are almost three
times bigger than before, Aitik can take a giant leap up the ladder.
The investment will now make mining almost 60 per cent of the
measured mineral resources financially profitable.
“So it will mean a substantial improvement in our competitiveness,” says Peter Richardson.

Expansion
Boliden is currently waiting for an environmental permit to allow a
doubling of production, and expects to receive it in 2007.
In the meantime, preparatory work – such as procuring important
equipment with long lead-times – is going ahead.
“We are doing as much as we can now to ensure we can keep to
the timetable.” This is how Peter Richardson summarises the preparatory work.
The new concentrator will be an ultra-modern facility that is truly
world class. New and modern technology with bigger machinery will
improve efficiency and reduce the environmental impact in the form
of airborne and waterborne emissions. Energy consumption will also
be cut by around 20 per cent.
Rather than using trucks, the 36 million annual tonnes of ore will
mainly be moved using belt conveyors between crushing stations and
the concentrator. This will improve operational reliability and will make
substantial cuts in variable costs.
Gold and silver recovery will also increase, alongside the high copper production levels. And Boliden will also be able to start extracting
a new product, molybdenum. Molybdenum is already present in the
copper concentrate but, to date, Boliden has not been paid for extracting the product. The sharp rise in the price of molybdenum seen recently means that this is now a profitable enterprise. Molybdenum
metal is resistant to corrosion and is consequently often used in alloys
in the metals industry in order to strengthen and increase the heat
resistance of steel.
But the increase in copper production still lies at the heart of this
investment. The expansion will mean a major improvement in both
profits and cash flow.
“The investment in Aitik is fully in line with our strategy of improving the balance with regard to the supply of copper concentrate from
our mines to our smelters. It is also much safer than acquisition-based
growth because Boliden is fully familiar with the conditions and parameters. We have control over both costs and time and, quite simply,
we know what we are getting,” says Peter Richardson, with his sights
set on 2010.

SMELTERS

Boliden’s smelters are characterised by flexible production processes,
which enable them to efficiently process many different types of metal
concentrate. And, in particular, to recycle large quantities of electronic
scrap – a rapidly growing market.

Business Area Smelters

Improved production processes and reliable customer deliveries

Flexible production, an understanding
of customers’ requirements and a stable
supply of mining concentrates allow
Boliden to deliver base metals of the
right quality at the right time. And
with the minimum possible environmental impact.
OPER AT IONS

Business Area Smelters comprises Boliden’s
smelting and refining of primarily zinc and
copper metal. The Group’s zinc smelters are
located in Kokkola (Finland) and Odda (Norway), while its copper smelters are located in
Skelleftehamn (Sweden) and Harjavalta (Finland). Recycling of electronic scrap and other
secondary materials takes place primarily in
Rönnskär while Bergsöe recycles scrap lead
batteries.
Operational profitability is determined
primarily by the trend in metal prices and
treatment charges for zinc and copper, which
in turn depend on global consumption of both
metals. Treatment charge levels are determined by the availability of mining concentrate that can be refined into metals.
The balance between Boliden’s production
of zinc concentrate and its smelter capacity makes
the operations less sensitive to changes in zinc
treatment charges. Boliden’s own copper concentrate is not, however, sufficient to meet the
smelters’ requirements and extensive purchases
from external suppliers are therefore required.

Zinc smelters are electricity-intensive and
costs are therefore very heavily influenced by
energy price trends. As a processing industry,
smelters are also dependent on a high and consistent level of capacity utilisation, and the raw
materials supply is therefore a critical factor.
Internal factors such as production flexibility,
modern technology and the percentage of
metal concentrate that comes from Boliden’s
own mines are all important in terms of the
smelters’ competitiveness. Proximity to ports
and other transport routes is also important
with regard to ensuring reliable deliveries to
and from the smelters.
RESULT S IN 2006

Business Area Smelters’ operating profit improved to SEK 5,652 million (SEK 2,210 m).
The change in the operating profit is mainly
due to the positive contributions made by
prices and terms.
T ECHNOL O GY A ND C OMPE T I T I V E
A DVA N TAGES

Boliden’s smelters are of a high environmental
and technical standard, but continuous improvements and efficiency enhancements are
necessary to ensure our continued ability to
offer high-quality products and solutions costeffectively.
One of the results of the technological development, which is conducted in cooperation
with external partners, is the Direct Leach
(DL) method. This is globally exclusive to
Boliden’s Kokkola and Odda zinc smelters at

IMP OR TA N T S T EP S IN 2006
• Mapping and benchmarking of all commercial and production processes at the zinc
smelters.
• Completion of the modernisation project stabilised Odda’s production at a high level.
• Expansion and efficiency enhancement project began at Harjavalta.
• Improved materials flows between Rönnskär and Harjavalta as a result of the synergy
project.

34

bol i de n a n n ua l r e p or t 2 0 0 6

the moment. The DL method enables one
stage of the zinc smelting process, roasting, to
be partially eliminated, thereby enabling complex concentrates to be processed and offering
a substantial improvement in efficiency.
The Harjavalta copper smelter has developed the flash smelting method of producing
copper and nickel – a method that substantially reduces energy consumption and airborne and waterborne emissions.
Rönnskär’s techniques for recycling complex materials with minimal emissions into the
surrounding environment make the smelter a
world-leading recycling facility (find out more
on page 39).
Harjavalta and Rönnskär are two of the
world’s most efficient smelters with regard to
productivity. The DL method helps make
Kokkola one of Europe’s two most cost-effective zinc smelters.
In 2006, Boliden’s zinc smelters carried out
a comprehensive benchmarking study that
identified efficiency enhancing measures. A
joint benchmarking project was also started at
the Rönnskär and Harjavalta copper smelters
during the latter part of the year with the aim
of further exploiting synergies.
KOK KOL A

The Kokkola smelter is located on the west
coast of Finland. It is the second largest zinc
smelter in Europe and the fifth largest in the
world.

The Copper Shuttle is a fast and environmentally friendly
rail transport link that delivers copper cathodes from
Rönnskär to customers in southern Sweden every weekday.

Business Area Smelters

The main product is CGG (Continuous Galvanizing Grade) alloys, used as input goods in
the galvanisation of steel. Kokkola also produces high-quality SHG zinc (Special High
Grade Zinc), which has a purity of at least
99.995 per cent according to the classification
standard used by the LME (London Metal
Exchange).
The zinc concentrates are delivered by ship
from Boliden’s own mines and from other
mining producers. Kokkola’s zinc metal is delivered to European steel companies.
Zinc metal production levels remained
unchanged in 2006.

Production of zinc metal rose by 6 per cent in
2006 as a result of a completed modernisation
project that has improved Odda’s production
stability.
RÖNNSK Ä R

responding to 15,000 tonnes of finished copper
per year and an annual improvement in the
profit of approximately SEK 40 million.
Rönnskär’s production of copper metal
increased by 3 per cent in 2006 to 229,000
tonnes, while lead production fell by 5 per cent
to 26,000 tonnes. Recycling accounted for
approximately 15 per cent of copper production, 50 per cent of gold production and 80 per
cent of zinc production.

The Odda smelter is located on the west coast
of Norway, just under 170 km from Bergen,
and is one of the world’s most modern zinc
producers. The facility benefits from the availability of competitively priced electricity,
thanks to its joint ownership of a nearby power generating company. Odda has its own icefree port that is used for inward deliveries of
zinc concentrates and other raw materials and
outward deliveries of end products.
The main product is zinc metal, but Odda
also produces aluminium fluoride and sulphuric acid. The zinc concentrates mainly come
from Boliden’s own mines at Tara and the Boliden Area. Over 90 per cent of Odda’s zinc
metal is delivered to customers in the Nordic
countries, Germany and the UK. Aluminium
fluoride is mainly sold to Norwegian aluminium smelters.

Rönnskär is located at Skelleftehamn in northern Sweden. The main products are copper,
zinc clinker, lead and precious metals. Byproducts include sulphur dioxide and sulphuric acid. Over half of the copper and lead
concentrates come from Boliden’s own mines.
The biggest external suppliers of copper concentrate are mines in South America. Approximately 20 per cent of the raw material
comes from the recycling of various types of
electronic scrap and waste products from brass
foundries and steelworks.
Rönnskär has its own port and access to the
Copper Shuttle train that delivers copper
metal to Helsingborg, returning with recycling material. There is also a regular train
connection that carries concentrate deliveries
from Aitik to Rönnskär.
Rönnskär has a high degree of flexibility
and many economies of scale, thanks to its
having many smelting units and a process designed to handle numerous different smelting
materials. The combination of fuming and
Kaldo plants is ideally suited for the recycling
of metals from electronic scrap, waste products
and other secondary materials.
A total of SEK 101 million was invested in
a new system for cleaning process gases in 2006
and this will result in a capacity increase cor-

ZINC T RE AT MEN T CH A RGES
Benchmark

C OPPER T RE AT MEN T CH A RGES
Benchmark

OPER AT ING PROFI T,
SMELT ERS*

USD/ T ONNE

US c/ l b

S EK m

ODDA

H A RJAVA LTA

The Harjavalta copper smelter is located on
the west coast of Finland and comprises two
units located approximately 30 km from each
other. The actual smelter produces anode copper, while the copper refinery at Pori refines
the anode copper into pure copper cathodes.
In addition to its main product, copper,
Harjavalta also produces gold, silver and sulphuric acid. The copper concentrates mainly
come from mines in South America and South
East Asia, and from the Portuguese mine,
Neves Corvo. The majority of Harjavalta anode production is refined into copper cathodes
at Pori, but the expanded partnership with
Rönnskär has led to an increasing percentage
being sent to Sweden for conversion to cathode. Most of the copper cathodes from Harjavalta are delivered to Luvata at Pori. Harjavalta also smelts nickel for external customers.
Smelting in accordance with the new contract
with Inco Limited and OM Group Inc, which
provides for the smelting of 240,000 tonnes of
nickel concentrate per year over a three-year
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* Unaudited pro forma figures for 2002 and 2003.
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Business Area Smelters

The smelters’ technical and
environmental standards boost
Boliden’s competitiveness.
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period, began in the latter part of 2006.
A decision to invest approximately SEK
400 million in efficiency enhancement and
expansion at Harjavalta was taken in 2006.
The project is scheduled for completion at the
end of June 2007. Anode production is expected to increase by 30 per cent and cathode
production by 20 per cent. The investment
will not only generate an increase in production capacity, it will also result in reduced energy consumption and lower cash cost.
Production of copper cathodes increased
by 2 per cent to 127,000 tonnes in 2006.
BERG S ÖE

The Bergsöe smelter, which is located in southern Sweden, is one of Europe’s four biggest
operators in the lead product recycling field.
Bergsöe takes delivery of between 4 and 5
million scrap car batteries every year for recycling into new lead ingots. Around 60 per cent
of production is sold to the battery industry in
Europe, with the rest used for manufacturing
roofing, boat keels, radiation shields and
weights.
Bergsöe is the Nordic region’s market leader with regard to the production of tin solder
for the electronics, manufacturing and automotive industries.
Bergsöe’s lead production fell by 3 per cent
in 2006 to 45,000 tonnes.

Boliden uses a unique and patented Kaldo technology in its recycling.

B OL IDEN’S SMELT ERS, 2006
Zinc smelters

Copper smelters

Lead smelter

K E Y S TAT IS T IC S

Kokkola

Odda

Rönnskär

Harjavalta

Bergsöe

Metal production (tonnes)*

282,238

160,670

229,241

127,151

44,691

685

385

813

449

101

1,563

652

861

820

138

No. employees
Operating profit (SEK m)
* Refers to the smelter’s main metal
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Recycling
Tomorrow’s mines
are in the big cities
Metals can, in principle, be recycled endlessly without losing any of
their specific characteristics. This is why recycled materials are just
as valuable as mined zinc or copper, for example, and comprise a
natural part of Boliden’s operations. Boliden has been involved in
recycling for over 40 years now, but it was not until recently that the
true commercial potential became apparent.
“Every year, 35,000 tonnes of electronic scrap are transported here.
And because we have been handling and recycling scrap here for so
long, we have had the time to develop sophisticated methods of doing
it,” says Hans Henriksson, Purchasing Manager for recycled material
within Business Area Market, and points to the recycling facility, the
Kaldo furnace.
In fact, this is Boliden’s unique – and patented – Kaldo technology,
which it uses in its recycling activities. When the smelting is followed
by gas cleaning, it ensures an efficient and clean process which
achieves good environmental performance with a minimum of emissions. The technology’s strength lies in the fact that there is no need
to remove the plastic contained in the waste because it is used to smelt
the metals as part of the process, which is why there is also no need
for the injection of any further energy.
“The Kaldo technology is unquestionably a competitive advantage
for us from both a cost and an environmental viewpoint, but if Boliden
wants to consolidate and extend its head start as a world leader in the
field of metal recycling, we cannot just remain satisfied with what we
have,” notes Hans Henriksson.
The global market for electronic scrap is growing rapidly – and with
it, the interest in recycling. To date, the competition has been limited
for technical reasons. For Boliden, recycling nowadays means a secure
supply of raw materials offering good profitability while, at the same
time, the operations are making a clear contribution to helping the
environment. It is worth noting that the facility has a capacity of
35,000 tonnes, in comparison with the total European recycling capacity of 85,000–100,000 tonnes.
“Around 15 per cent of the copper production, 50 per cent of the
gold production and 80 per cent of all zinc produced at Rönnskär
originates from recycled materials, so they are definitely important
inputs that stabilise the flow of raw materials to the smelters and
thereby moderate economic fluctuations when the availability of mining concentrates falls.”

The increasing importance of recycling is due to the substantial increase in the quantities of waste, e.g. from TVs and computers, and
to the fact that this has become a headline-grabbing waste problem
throughout Europe. Society is imposing more and more stringent
environmental requirements and subsidies are being paid to anyone
processing and recycling the waste.
The most important driving force at the moment is the 2005 EU
directive on what is known as WEEE waste. WEEE stands for Waste
Electrical and Electronic Equipment and scrapped electronic products, such as household appliances and home electronics must now
be processed by the producers. This also provides an incentive to
manufacture products that are more easily recycled.
“We have started seeing the effects of the WEEE directive, and we
believe that the increased supply of waste is only the beginning,” says
Hans Henriksson. The directive stipulates a collection of electronic
scrap for recycling corresponding to 4 kg per capita. Sweden currently recycles over 15–16 kg per capita.
Now that the market is growing, Boliden naturally wants to grow
with it. Boliden also has a strategic focus on increased recycling and
intends to continue with its vigorous investment in the field with the
aim of securing its position as a world leader.
“We often say that tomorrow’s mines are in the big cities, which for
Boliden’s smelters means the availability of tens of thousands of
tonnes of metal raw materials.”
Over and above scrap circuit boards from IT products and metalrich components from electronic scrap, Boliden also handles scrap
copper and other secondary metal materials. The company also
handles waste products containing copper and zinc from the metals
and steel industries. Rönnskär is unique in that it has a slag fuming
furnace that can handle this type of material. In 2006, around
125,000 tonnes of recycling material was delivered to Rönnskär.
An ongoing investigation into the continued expansion of Rönnskär’s
recycling capacity will be completed in 2007. Alternative means of
expanding the recycling capacity for electronic scrap – which is expected to more than double – are currently being examined.
“Recycling offers a competitive advantage for Boliden at every
stage in the chain. We have the technology and are keen to expand our
operations to enable us to increase and achieve greater stability in our
raw materials flows. Where there are people, there will always be scrap,
and someone has to take care of it. And we’re happy to do precisely
that – it’s profitable, not only for Boliden and society as a whole, it is
also good for the environment,” concludes Hans Henriksson.

MARKET

Business Area Market is responsible for generating value outside the
purely industrial processes applied within Boliden, by identifying and
exploiting business opportunities in every part of the Group’s operations. One very important task is to be the driving force behind Boliden’s
transition from a “leading producer” to a “leading supplier”.

Business Area Market

Responsible for “leading supplier” role

On 1st January 2007, Boliden was reorganised structurally (see page 12), at
which time the new Business Area
Market took over responsibility for a
number of roles and functions formerly
integrated within Mines and Smelters.
The new Business Area is required to
coordinate and control all of the
Group’s physical and monetary flows
and business risks, as well as to establish a stronger market and customer
orientation throughout the Group.
OPER AT IONS

Business Area Market is responsible for all of
the commercial aspects of Boliden’s operations
and for all internal and external flows, including cash flows and the physical flows of metal
raw materials and finished products.
The responsibility also includes development of customer portfolios and customer
relationships, as well as commercial and product development from a market and customer
viewpoint.
One of its most important practical tasks
is acting as the driving force behind Boliden’s
transition from a “leading producer” to a
“leading supplier”.
The operations are conducted via the two
business units, Zinc Market and Copper Market. Zinc Market has a total of 24 employees
based at offices in Rotterdam, Rönnskär,
Stockholm and Leamington Spa and at support functions in Espoo, Kokkola and Odda.
Copper Market has 18 employees based at offices in Rönnskär and Espoo and at the support function in Pori.
GENER AT ING VA L UE OU T SIDE T HE
INDUS T RI A L PRO CES SES

Business Areas Mines and Smelters generate
value through production processes and resource utilisation that are as efficient and rational as possible. Mining concentrates and
metals are produced to given quality standards
at the lowest possible cost. Business Area Market strives to generate value outside the purely
industrial processes by ensuring, among other
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things, that the goods and services Boliden
supplies have added value and by constantly
developing that value. Without this kind of
added value, the customers could, in principle,
buy directly from LME stocks. The pricing
premium added to the LME price reflects the
added value that the customers receive. The
added value that enables Boliden to charge
pricing premiums includes:
• High, consistent product quality.
• Product customisation that has become
Boliden’s hallmark.
• Security that the customer gains from Boliden’s ability to guarantee deliveries from the
smelters as a result of, among other things,
integrated production.
• Flexible smelter technology that enables Boliden to run an order-based production system.
• Boliden’s process and logistics solutions that
meet the customers’ requirements for reliable
“just in time” deliveries in order to reduce the
amount of capital tied up.
• Boliden’s sustainability efforts that generate
“good metals”, which are increasingly being
demanded by the customers’ customers.
OP T IMISING T HE FL OW S IN T HE
VA L UE CH A IN

Business Area Market is also required to generate value for Boliden by optimising the flows
in the processing chain, e.g. by buying and
selling on the most advantageous terms for the
Group.
Boliden’s integrated business model is
based on balanced self-sufficiency with regard
to metal raw materials supplies. Even when a
balance is achieved, Boliden buys large volumes of concentrate externally in order to supply the smelters with raw materials and to
optimise profitability at all times.
Boliden’s zinc smelters, which have advanced and flexible technology, can also efficiently refine metallurgically-complex raw
materials, and it is therefore often profitable to
sell the Group’s own high-value concentrate
and simultaneously buy in complex and cheaper raw materials. The end product from Boliden’s smelters still has the same high quality.
On the copper side of the operations, virtu-

ally none of Boliden’s own concentrate is sold,
but a total of 800,000 tonnes was purchased
in 2006, corresponding to three quarters of
the raw materials used in Boliden’s smelters.
Most of the copper concentrate that Boliden
buys in comes from the large mines in South
America. The strategy is for 80-90 per cent of
the copper raw materials supply to be covered
through long-term agreements that often run
for between seven and fifteen years. The rest
of the materials bought in are acquired
through short-term contracts which can provide a variety of complementary qualities,
sometimes on extremely favourable terms.
Boliden also buys in finished zinc metal
that is re-smelted in order to have customised
properties added to the final product.
OP T IMISING T HE C A SH FL O W S

All of Boliden’s cash flows go through Business
Area Market, which means that this is also
where a large part of the Group’s business risks
arise.
Compiling customer and product portfolios correctly is vital to optimising stable cash
flows, margins and risk levels. Boliden constantly endeavours to achieve a sales mix that
optimises large volumes of standard products
that can be produced cost-effectively with
added value products that have higher margins
but also higher production costs. Consistent
cash flows based on long-term business relationships and contracts with solid customers
are the platform on which Boliden’s earnings
are based.
Boliden always hedges the price risk associated with the processing time: the risk of
metal prices changing from the date when the
concentrates are priced to the date when the
finished metal is priced for the customer.
One of the Business Area’s principal tasks
is to ensure efficient processes for controlling
cash flows and managing risks.
OP T IMISING PH YSIC A L FL O W S

Business Area Market is also responsible, together with the Group’s Procurement organisation, for the extensive transportation of
metal raw materials from external and internal
suppliers to Boliden’s smelters, and for outward

PARTNERSHIP

From producer to supplier –
Leadership through partnership
One day, he’s visiting a customer in Germany. The next, he’s visiting
a customer in England. From a quick look at Patrick Ammerlaan’s
diary, it soon becomes clear that the increased amount of time he
spends travelling in his day-to-day working life symbolises the
change as Boliden shifts its focus from being a producer to being a
supplier. But there is a lot more to it than that.
At the end of 2006, Boliden’s management decided that the company should shift from being a producer to being a supplier. At Arlanda
Airport near Stockholm – while in transit – Patrick Ammerlaan, head
of Boliden’s zinc sales organisation and based in Rotterdam, talks
about what this goal actually means for the zinc operations and about
how much progress has been made.
“Ultimately, it’s about getting the customer to be willing to cooperate with Boliden. It means that we must understand every customer’s
specific situation then determine how we, on the basis of the way we
work, can help them in their operations. In this way, we can offer
unique, customised products and solutions that the customers cannot
get elsewhere,” explains Patrick.
There are many routes to this goal. Reliability is something that
Patrick returns to again and again during our conversation.
“There are so many component parts involved in creating a solid
whole. The fundamental thing is, of course, that our integrated mining
and smelting operations mean that we can secure the supply of metals, which most of our competitors are currently unable to do. But
reliability is also generated by working in partnership with our customers, as a team, and by giving them access to our smelters so they can
understand the way we work. Openness in itself creates confidence,”
says Patrick Ammerlaan emphatically.
In its new role as a leading supplier, Boliden has also avoided
limiting customers’ metal supplies on the basis of the smelters’ production capacity. Customers must always receive their deliveries. This
is the reason why Boliden can also buy zinc metal on the market and

then adapt it in line with customers’ requirements. This also adds to
the overall perception of Boliden as a reliable supplier.
Boliden has traditionally focused on its production processes,
while development of the zinc product has been marginal. But Patrick
Ammerlaan began to notice changes in customer behaviour a few
years ago.
“It was clear that customers were beginning to demand more in
terms both of the products’ quality and properties and in terms of
their being delivered in the right quantities at the right time,” Patrick
recalls.
Boliden’s stated ambition of working more closely with, and developing a better understanding of, the customer also increases the need
for information on the customers’ own processes. To this end, the
organisation has accordingly been reinforced with technically knowledgeable key new recruits. Roger Pankert, with many years’ experience in the zinc industry, is one such figure. In addition to providing
an insight into the customers’ operations, his role also includes providing technical advice and working with customers to ensure they come
up with solutions that enable them to make optimum use of Boliden’s
products in their processes.
“There’s a lot of problem solving and involvement in the customer’s
R&D work. This type of customer support is probably the biggest
change in the way we work,” comments Patrick Ammerlaan, talking
about Roger’s work.
The focus nowadays is on alloys. One example mentioned by
Patrick Ammerlaan is the new zinc product containing nickel launched
by Boliden at the end of last year – and which the customers have
been asking for.
“The new zinc product with alloyed nickel provides a material with
improved properties, creating competitive advantages and reducing
the cost for the customers,” says Patrick Ammerlaan.
But it’s not just about increasing our understanding of the customer. Coming up with customised solutions also requires Boliden to
be in control of its own processes. Securing an optimum and consistent production flow of zinc is at the heart of the operations. But that’s
not enough. This is why the zinc organisation has made determined
efforts to make the information and logistics flow more efficient.
“Over the past year, we’ve continued our efforts to create a robust
logistics system, and we’ve had considerable success in that area.
The most important progress we’ve made is probably the long-term
freight agreements we’ve signed, which ensure that deliveries are
made on time – at the same time as we reduce costly stockpiles,” says
Patrick Ammerlaan.
“It might sound simple, saying we have to gain control over our
production and deliveries, and that we have to increase flexibility, but
these are problems with which every industry player struggles on a
day-to-day basis. The situation is also being brought to a head in the
current market climate in which European customers do not always
receive the amount of zinc they require. If we, through efficiency and
control over our own processes – and a close partnership with the
customer – can become a reliable supplier in the market, we will also
become the industry’s natural metals partner of choice. And as we all
know, that’s what Boliden has set its sights on,” points out Patrick
Ammerlaan before hurrying off on the next flight to the next customer.

Business Area Market

transportation to the Group’s customers.
A major part of Market’s costs arise from
transportation to customers, and logistics solutions are therefore vital to overall profitability, both with regard to cost efficiency and to
the ability to build added value into the customer solutions. To this end, 2006 also saw
Boliden sign long-term freight agreements to
secure deliveries on advantageous terms.
The Copper Shuttle is one example of Boliden’s solutions – a train that runs between the
Rönnskär smelter, via Finspång, to Helsingborg, carrying copper cathodes south and recycling materials north as return freight.
The business is increasingly all about the
ability to deliver the right quantity of the right
quality at the right time. To meet these demands, Boliden has developed logistics solutions involving stock-keeping and “just in
time” deliveries that are now one of the Group’s
most important competitive advantages.
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CUS T OMER, BUSINES S A ND PRODUC T
DE V EL OPMEN T

Achieving our goal of being a “world-class
metals partner” requires extensive investment
in customer, business and product development. Business Area Market is responsible for
all external customer relationships and consequently plays a major role in Boliden’s transition from producer to supplier.
Zinc customers are, at least by volume, primarily made up of the major European steelworks. For copper, the customer portfolio is
dominated by wire drawers, as they are known,
who in turn act as sub-suppliers to the electronics industry.
Boliden is able to forge closer links with its
customers by identifying and understanding
what the customers – and their customers –
want, and by offering services that meet these
requirements. The fact that Boliden’s products, and its copper in particular, are and will

remain bulk products makes customer loyalty
particularly important. We must deliver something that creates added value. It might, for
example, involve adapting general products in
line with specific customer requirements, customer-driven product development, logistics
and materials handling solutions, or technical
customer support.
Boliden has also made considerable progress with regard to straightforward product
development based on customer requirements.
On the zinc side, for example, we are now
world leaders with regard to adding new properties to the metal that both strengthen the
metal in competition with other metals and
other materials in their traditional spheres of
application, and open up completely new
spheres of application.

THE CUSTOMER’S
CUSTOMER

High voltage, high-quality power cables
The customer’s customer. That’s what ABB – one of the world’s
leading cable manufacturers – is to Boliden. The company has been
making power cables since the late 1800s and their products are
now spread across the globe. The availability of high-quality copper
is a fundamental requirement for ABB’s cable-making operations.
The High Voltage Cables (HVC) unit at ABB is part of ABB’s Power
Systems division. The unit supplies cables to network operators,
electricity companies, major industries, project design companies
and infrastructure developers.
“Our cables are used for reliable and environmentally friendly
power transmission, e.g. between countries, from offshore wind power
parks to land, from land out to oil rigs, or to supply power to towns and
villages,” explains Hans-Åke Jönsson, Site Manager for HVC, ABB’s
cable factory in Karlskrona, southern Sweden.
ABB’s power cables enable electricity to be transmitted between
Estonia and Finland, Sweden and Poland, Sweden and Germany and
soon between Norway and Holland, for example. The unit is also
behind the world’s longest underground power cable, the 180 km long
Murraylink between the Australian states of Victoria and South
Australia. ABB HVC manufactures high voltage cables for land- and
sea-based applications in Karlskrona.
“A cable has to work without disruption for several decades, which
demands premium quality from every component part. This means
that both we and our customers must make high demands of our
products. Electrolytically pure copper is obviously the basis for our

operations,” says Hans-Åke Jönsson.
The availability of high-quality copper is therefore a prerequisite.
Elektrokoppar, one of the Nordic region’s leading manufacturers of
wire rod, and one of Boliden’s biggest customers, is the main supplier of copper wire rod to ABB HVC. Over the years, the parties have
developed a quality partnership in which they jointly produce products
that meet the market’s requirements.
“We have a long shared history and are working actively to achieve
cost benefits. Our production development can be involved with
anything and everything from changing the tape used to fasten wires
on to the reels, to investing in solving a new cable construction.
Ultimately, though, it’s about adapting our operations so that we are
all winners,” says Hans-Åke Jönsson.
With customer order-based deliveries and large fluctuations in
volume, ABB HVC needs flexible deliveries at the right time and of the
right quality.
“If our deliveries don’t work, our cable manufacturing equipment
stands still. Elektrokoppar supplies us with wire rod several times a
week – both punctually and in line with our quality requirements. But
fundamentally, we are completely dependent on the availability of
copper. As long as Elektrokoppar has access to copper cathodes, they
can make wire rod in accordance with our material specifications and
deliver on time,” says Hans-Åke Jönsson. He continues, “We know
how important Boliden is to Elektrokoppar’s copper cathode supply.
And we have come to understand that Boliden is a stable supplier with
a good logistics flow to Elektrokoppar.”

The Boliden Share

The Boliden Share

The Boliden share performed strongly
in 2006. The share price rose by 171 per
cent and the share’s turnover rate more
than trebled, resulting in the Boliden
share becoming the third most heavily
traded share on the Stockholm Stock
Exchange.
The Boliden share is listed on the Large Cap
list of the Stockholm Stock Exchange and is
also traded on the Toronto Stock Exchange
(TSX), where it has a secondary listing. The
share is now also included in several international indices, such as OMXS-30, DJ Stoxx
600 and MSCI Sweden.

day. A full lot corresponds to 50 (200) shares
in Boliden.
The last price paid in 2006 for the Boliden
share was SEK 176, corresponding to a market
capitalisation of SEK 50.9 billion (SEK 18.8 b)
at the end of the year. Boliden’s share price rose
by a massive 171 per cent (129%) during the
year from SEK 65 at the beginning of the year
to SEK 176 at the end of the year. The Boliden
share is included in the Stockholm Stock Exchange’s SX 15 Materials industry index, which
noted a rise of 43 per cent (22%) during 2006.
The Stockholm Stock Exchange’s OMX
Stockholm PI index noted a rise during the
same period of 24 per cent (33%). The highest
price paid was SEK 177.5 (29th December) and
the lowest was SEK 62.75 (2nd January).

T R A DING A ND PRICE T REND

In 2006, the turnover of Boliden shares more
than trebled on the Stockholm Stock Exchange, rising to 1,993 million shares (588 m)
with a value of SEK 261 billion (SEK 22.2 b).
The turnover rate increased to a massive 685
per cent (207%), and an average of 7.9 million
(2.3 m) Boliden shares were traded per trading

OW NERSHIP S T RUC T URE

On 28th February 2007, the largest shareholders in Boliden were AMF (5.74%), Barclays
(5.14%), SEB fonder (3.22%), Swedbank Robur fonder (2.85%) and Handelsbanken fonder (2.38%). Foreign ownership accounted for
approximately 48 per cent (50%) of the share

capital. The highest percentages of foreign
registered owners are located in the UK
(18.4%) and the USA (11.4%).
DI V IDEND A ND SH A RE REDEMP T ION

Boliden’s dividend policy is that approximately one third of the net profit will be paid in
dividends over the course of a business cycle.
The Board of Directors has proposed that a
dividend of SEK 4 (SEK 2) per share be paid to
the shareholders for 2006. The dividend corresponds to approximately 18 per cent (28%)
of the earnings per share and to a dividend
yield of 2.3 per cent (3.1%) per share, calculated on the basis of Boliden’s share price at the
end of the year. The Board of Directors has
also proposed a compulsory share redemption
process at a price of SEK 12 per share. The
dividend, including the redemption, corresponds to approximately 74 per cent of the
earnings per share and to a dividend yield of
9.1 per cent per share, calculated on the basis
of Boliden’s share price at the end of the year.

T HE F OL L OW ING C OMPA NIES
MONI T OR A ND A N A LYSE B OL IDEN :

SH A RE PRICE T REND
SEK

NUMBER

180
160
140

ABG Sundal Collier
Carnegie

120

Credit Suisse First Boston

100

Deutsche Bank

80

Erik Penser

60

400,000

Evli Bank
Hagströmer & Qviberg

40

300,000

Handelsbanken Capital Markets
JP Morgan

200,000
20
100,000

Kaupthing Bank
SEB Enskilda
Swedbank Markets
UBS

10
02

03
The Boliden share

04
OMX Stockholm PI

05

06

07

Number of shares traded,
thousands (including after-hours trading)

(c) FINDATA
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Öhman Fondkommission

The Boliden Share

K E Y R AT IO S PER SH A RE
SEK (unless otherwise indicated)

2006

2005

2004

20033)

20023)

Shareholders’ equity1)
Before dilution

55.58

35.55

31.51

36.25

30.18

After dilution

55.59

35.50

31.46

36.16

30.05

Earnings1)
Before dilution

21.66

7.07

4.98

0.12

1.54

After dilution

21.66

7.06

4.97

0.12

1.53

5.80

Cash flow

2.23

–2.06

5.67

–0.16

2)

2.00

–

–

–

8.13

9.19

5.70

258.00

7.54

Year’s highest

177.50

65.00

31.10

31.12

39.75

Year’s lowest

62.75

26.70

24.60

11.61

7.66

At year-end

176.00

65.00

28.40

30.96

11.61

Market capitalisation, SEK m

50,944

18,810

8,219

6,461

1,236

Turnover rate, %1)

685.00

207.00

180.00

73.00

33

No. of shareholders

87,169

80,755

70,091

72,448

72,717

Dividend
P/E ratio, multiple1)

4.00

Share price1)

4)

 ecalculated for the bonus issue effect of the rights issue.
R
2)
Boliden’s Board of Directors proposes a dividend of SEK 4 per share.
3)
T he 2002–2003 figures have not been recalculated for IFRS.
4)
On 28th February 2007.
1)

SH A REHOL DER INF ORM AT ION

Boliden’s website, www.boliden.com, provides
constantly updated information on Boliden,
the performance of the Boliden share, metal
prices and currencies, and financial information, along with details of how to contact Boliden’s Investor Relations.
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The Boliden Share

OW NERSHIP S T RUC T URE ON 28 T H FEBRUA RY 2007
Name

Shares

% of shares

Foreign nominee accounts

53,575,054

18.51

AMF

16,626,500

5.74

Barclays

14,879,780

5.14

SEB fonder (incl. Gamla Livförsäkringsbolaget)

9,324,106

3.22

Swedbank Robur fonder

8,263,455

2.85

6,887,516

2.38

Handelsbanken fonder
Afa Försäkring

6,881,613

2.38

Fjärde AP-fonden

6,744,750

2.33

Skandia

5,173,822

1.79

Nordea fonder

4,402,553

1.52

Odin gruppen

3,508,384

1.21

Första AP-fonden

3,300,150

1.14

Andra AP-fonden

3,278,514

1.13

Folksam-KPA-Förenade Liv

2,866,986

0.99

145,713,183

50.33

Total largest shareholders
Other shareholders

143,743,986

49.67

Total

289,457,169

100.00

DIS T RIBU T ION OF SH A RES ON 28 T H FEBRUA RY 2007
NO. OF
SH A REHOL DERS

% OF NO. OF
SH A REHOL DERS

NO. OF SH A RES
OW NED

% OF SH A RE
C A PI TA L

78,245

89.76

18,095,479

6.25

7,013

8.05

16,367,645

5.65

5,001 – 10,000

856

0.98

6,509,267

2.25

10,001 – 50,000

644

0.74

13,775,926

4.76

50,001 – 100,000

121

0.14

8,745,871

3.02

290

0.33

225,962,981

78.07

87,169

100

289,457,169

100

1 – 1,000
1,001 – 5,000

100,001 –
Total
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GROUP OPER AT IONS

Boliden is an integrated mining and smelting company whose main
products are the base metals, zinc and copper. Lead, gold and silver are
other important metals.
Production focuses on the early processing stages in the value chain:
exploration, mining, concentration, smelting and refining, with recyc
ling as an important complement to the operations. Boliden is one of
the leading suppliers of zinc and copper in Europe and also enjoys a
significant global market position.
The business model, with its integrated mining and smelting op
erations in which a substantial part of the smelters’ capacity is covered
by metal concentrates from Boliden’s own mines, enables a high and
consistent product quality and reliable deliveries. It also ensures a high
level of capacity utilisation.
The operations were conducted in three Business Areas in 2006,
namely Mines, Zinc Smelters and Copper Smelters, but since 1st Janu
ary 2007, they have been divided into three new Business Areas: Mines,
Smelters and Market. The change is designed to boost Boliden’s com
petitiveness by further reinforcing the synergies between the Group’s
smelters and increasing the focus on marketing issues with regard to the
main products, zinc and copper. With a view to achieving a closer cor
respondence with the operating organisation, Boliden’s operations are
now, starting with the 2006 Annual Report, reported by segment –
Business Area Mines and Business Area Smelters – in contrast with the
former structure involving Product Segment Zinc and Product Segment
Copper.
Business Area Mines comprises the operations at the Group’s eight
mines, of which one is located at Aitik, four in the Boliden Area and two
in the Garpenberg area in Sweden as well as one at Tara in Ireland. The
mining production primarily comprises zinc, copper and lead concen
trate, with some gold and silver content.
Business Area Smelters comprises the operations at the Kokkola and
Odda zinc smelters in Finland and Norway, respectively, and the copper
smelters at Harjavalta in Finland and Rönnskär in Sweden. The opera
tions of the Bergsöe lead smelter in Sweden are also part of this Business
Area. The smelters’ production primarily comprises zinc and copper
metal, but also includes lead, gold and silver and aluminium fluoride.
Transactions between the Business Areas, primarily involving metal
concentrate, are settled on market terms.
M A RK E T trend s

The global economy continued to perform strongly in 2006. The in
dustrial production growth rate increased to 5.1 per cent (3.5%), result
ing in a continued healthy demand for Boliden’s main products, zinc
and copper.
Global consumption of zinc increased by 6.4 per cent to 11.3 million
tonnes, while zinc production increased by 6.5 per cent to 10.7 million
tonnes. China played a major part in the increase in both consumption
and production. Zinc stocks on the London Metal Exchange (LME)
fell in 2006 and by the end of the year, equated to 2.9 days’ global con
sumption. The average price of zinc rose by 137 per cent to USD 3.273
per tonne on the LME in 2006. The spot treatment charges for zinc rose
marginally, while realised contract treatment charges increased sharp
ly as a result of the high price of zinc.
Global consumption of copper increased by 3.4 per cent to 17.5 mil

lion tonnes, while copper production increased by 5.6 per cent to 17.5
million tonnes. As with zinc, China was responsible for a substantial
percentage of the increases in consumption and production. The LME’s
copper stocks remained at historically low levels and by the end of 2006,
they corresponded to 4 days’ global consumption. The average price of
copper rose by 83 per cent to USD 6.731 per tonne on the LME in 2006.
Spot treatment charges for copper increased by 12 per cent and the high
copper price resulted in an even bigger increase for realised contract
treatment charges.
The price trend for Boliden’s other metals was also good during the
year.
Only minor changes in the rate of exchange between Boliden’s main
currencies, SEK, USD, EUR and NOK, were noted during the year.
FIN A NCI A L G OA L S A ND G OA L FUL FIL MEN T

Boliden’s long-term financial goals were set with regard to the base
metal industry’s cyclic nature and its capital intensity. The return on
capital employed must exceed 10 per cent over a business cycle and the
required net debt/equity ratio is approximately 40 per cent.
Boliden’s return on capital employed for the full year 2006 was 52
per cent (20%). At the end of the year, Boliden was free of debt, in con
trast to a net debt/equity ratio of 54 per cent at the corresponding date
in 2005.
IMP OR TA N T E V EN T S
Increased ore base in all mining areas

The ore reserve calculations on 1st January 2007 show that mine-site
exploration has generated an increased ore base in all of the Group’s
mining areas.
Increased nickel smelting at Harjavalta

In February, Boliden signed an agreement with Inco Limited and OM
Group Inc. (OMG) regarding the processing of nickel concentrate at
the Harjavalta smelter. Under the terms of the agreement, which has a
three-year term starting in July 2006, a total of 240,000 tonnes of
nickel concentrate will be processed every year.
Refinancing of bank loans

In May, Boliden completed a refinancing of bank loans totalling EUR
600 million. The new loan agreement has a five-year term with an op
tion to extend by a further two years, and has better terms than previous
bank loan agreements for EUR 840 million.
Investment at Aitik approved

At the end of October, Boliden’s Board of Directors decided to approve
an investment of SEK 5.2 billion aimed at doubling ore production from
18 million to 36 million tonnes at the Aitik copper mine.
New Business Areas approved

A decision was taken in November to reorganise Boliden’s operations
in order to boost the Group’s competitiveness. Business Area Zinc
Smelters and Business Area Copper Smelters were merged to form Busi
ness Area Smelters, and a new Business Area Market was formed. The
organisational change came into force on 1st January 2007.
bol i de n a n n ua l r e p or t 2 0 0 6
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Doubled investments in exploration approved

ME TA L PRODUC T ION

Boliden will be increasing its investments in exploration from SEK 162
million in 2006 to SEK 300 million in 2007 and an extensive recruit
ment drive for geologists and technicians therefore commenced at the
end of 2006.

Zinc (tonnes)

RE V ENUES A ND PROFI T S

Gold (kg)

Boliden’s revenues rose to SEK 35,213 million (SEK 20,441 m) during
2006. The operating profit (EBIT) rose to SEK 8,522 million (SEK 3,069
m). The increase in revenues and the improvement in the operating
profit are mainly due to an improvement in metal prices since last
year.
Prices and terms boosted the profit by SEK 6,518 million, but at the
same time, the volume trend had a negative effect of SEK 339 million
on the operating profit. The increase in profit was also adversely af
fected by increased costs which, excluding energy, increased by 4 per
cent in comparison with 2005.
The stock profit, which is steered by changes in metal prices, totalled
SEK 536 million (SEK 573 m) for the full year 2006.
The profit after financial items increased to SEK 8,313 million (SEK
2,812 m). Net financial items totalled SEK –209 million (SEK–257 m),
and were positively affected by lower debt and better loan terms. The
profit performance improved the return on capital employed to 52 per
cent (20%).

Silver (kg)

BUSINES S A RE A MINES

Revenues within Business Area Mines rose to SEK 7,261 million (SEK
4,642 m) in 2006. The operating profit (EBIT) increased to SEK 3,010
million (SEK 1,117 m). The positive effect of prices and terms totalled
SEK 2,985 million.
Investments totalled SEK 1,065 million (SEK 934 m), of which SEK
571 million (SEK 372 m) was allocated to investments in machinery and
other technical facilities, SEK 152 million (SEK 147 m) to waste rock strip
ping at Aitik, SEK 272 million (SEK 394 m) to stope development work
underground, and SEK 70 million (SEK 21 m) to other investments.
Production of zinc concentrate fell by 4 per cent in 2006. Production
of virtually all metals was down in the Boliden Area. Garpenberg,
however, reported increased production figures for all metals. Tara’s
volumes of processed tonnage increased in comparison with 2005, al
though lower head grades in the ore mined gave rise to lower metal
production levels.
Production of copper concentrate remained largely unchanged, rising
slightly at Aitik, with stable production levels but lower head grades in
the ore mined, and slightly lower production levels in the Boliden Area.
Gold production increased as a result of strong mill output and
higher head grades.
SEK m

2006

2005

Change (%)

Revenues

7,261

4,642

56

EBITDA

3,553

1,621

119

543

504

8

3,010

1,117

169

Depreciation
EBIT
Investments

1,065

934

14

Capital employed

4,392

4,120

7
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2006

2005

Change (%)

327,643

341,532

–4

Copper (tonnes)

86,824

86,929

0

Lead (tonnes)

48,778

49,413

–1

4,510

4,471

1

211,640

226,114

–6

BUSINES S A RE A SMELT ERS

Revenues within Business Area Smelters rose to SEK 37,514 million
(SEK 20,862 m) in 2006. The operating profit (EBIT) increased to SEK
5,652 million (SEK 2,210 m). The improved profit is mainly due to the
positive contribution made by prices and terms, which also resulted in
a stock profit in the process stocks of SEK 536 million (SEK 573 m).
Investments totalled SEK 782 million (SEK 402 m), of which SEK
497 million (SEK 271 m) was allocated to investments in machinery and
other technical facilities, SEK 191 million (SEK 60 m) to construction
work in progress, and SEK 94 million (SEK 71 m) to other investments.
Production of zinc metal increased by 2 per cent in 2006. Zinc pro
duction at Kokkola remained unchanged from levels in 2005. Produc
tion levels at Odda increased by 6 per cent, with the streamlining of the
new direct leaching facility providing an important underlying reason
for the improvement.
Production of copper metal also increased by 2 per cent. Both Har
javalta and Rönnskär increased copper production levels, while lead
production at Bergsöe fell marginally in comparison with 2005.
SEK m
Revenues
EBITDA
Depreciation
EBIT
Investments
Capital employed

2006

2005

37,514

20,862

Change (%)
80

6,417

2,965

116

765

755

1

5,652

2,210

156

782

402

95

14,474

13,328

9

Metal production
2006

2005

Change (%)

Zinc (tonnes)

442,908

433,189

2

Copper (tonnes)

356,392

347,707

2

Lead (tonnes)

25,548

26,922

–5

Lead alloys (tonnes)

44,691

45,838

–3

Gold (kg)

19,693

20,439

–4

414,402

468,630

–12

28,762

30,484

–6

Silver (kg)
Aluminium fluoride (tonnes)

C A SH FL OW, FIN A NCING A ND IN V ES T MEN T S

Cash flow from operating activities totalled SEK 8,010 million (SEK
2,540 m) in 2006. The improvement was largely due to the improved
profit. Investments totalled SEK 1,847 million (SEK 1,337 m), of which
maintenance-related investments and expansion-related investments
accounted for SEK 1,379 million and SEK 468 million, respectively.
A net total of SEK 4,016 million (SEK 912 m) in liabilities were
amortised during the year.
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Capital tied up in stocks and receivables rose in 2006, mainly as a result
of higher metal prices.
E X PL OR AT ION

Boliden invested SEK 162 million (SEK 149 m) in exploration in 2006.
The work included approximately 100,000 m of diamond drilling and
950 m of drifting. The priority continued to be on mine-site exploration.
Mine-site exploration in Sweden was primarily carried out at the Kris
tineberg mine in the Boliden Area and in the Garpenberg area. In Ire
land, the potential for additional discoveries in the vicinity of cur
rently known ore areas is being investigated.
Approximately one third of the investments was made in field ex
ploration, with the work mainly focusing on base metals and gold in the
Skellefte field and base metals at Dorotea and in Norrbotten and Berg
slagen in Sweden. Most of the field exploration in Ireland is taking place
in the Meath and Limerick areas.
Boliden applied for 62 new exploration permits and received 52 new
licences in 2006.
FIN A NCI A L P O SI T ION

Boliden’s financial position improved substantially and by the end of
2006, the company was free of debt. The net debt on the corresponding
date in 2005 was SEK 5,526 million and the net debt/equity ratio was 54
per cent. The equity/assets ratio was 60 per cent (45%).
The market valuation of currency and metal price hedging boosted
shareholders’ equity by SEK 124 million in 2006.
The average term of Boliden’s debt portfolio was 6.64 years on 31st
December 2006. On that date, the average interest rate on the debt
portfolio was 4.09 per cent. Boliden’s current liquidity, in the form of
liquid assets and unutilised binding credit facilities, totalled SEK 8,826
million at the end of the reporting period.

Metal prices, treatment and refining charges

Changes in metal prices and in treatment and refining charges have a
significant impact on Boliden’s profits. Base metal prices are set daily
on the London Metal Exchange (LME), while the price of precious
metals is set by the London Bullion Market Association (LBMA).
The prices of Boliden’s base metals – copper, zinc and lead – are
based on a number of factors. The most important long-term factor is
changes in industrial supply and demand, but the activities of financial
players also have a major impact on the price.
Political factors have a greater effect on the pricing of the precious
metals, gold and silver.
Smelter charges, which for base metals comprise treatment and refin
ing charges, are the primary components of the remuneration received
by smelters for refining concentrates into metals. They are negotiated
annually by the major players in the mining and smelting industries and
serve as benchmarks for smaller players, while some concentrate trans
actions are conducted at spot prices.
Metal price risks arise on an ongoing basis in the Group’s operations,
since the smelter process requires raw materials in the process stocks.
The risk lies in the fact that raw materials are purchased from mines at
one point in time and sold in refined form to customers at another. Since
metal prices may fluctuate between the purchasing and selling dates,
price differences may have an impact on the profit. The time difference
is always hedged using a so-called offset hedge.
Energy

Boliden conducts energy intensive mining and smelting operations and
is thus exposed to risks associated with energy price fluctuations. To the
extent that the energy price risk is not hedged by derivative contracts or
direct delivery contracts with fixed prices, price fluctuations in the
energy market will have a direct impact on the Group’s profits.

RISK M A N AGEMEN T

CURRENCIES, ME TA L PRICES A ND T RE AT MEN T CH A RGES

Risk taking and risk management are natural elements of all business
activities. Boliden has a centralised treasury function responsible for
identifying, evaluating and managing financial risks. The work is con
ducted in accordance with the financial policy adopted by the Board of
Directors. Find out more about financial risk management on page 75,
Note 18.
The treasury function’s principal tasks also include supporting the
management and operative units. Business Area Market handles the
majority of Boliden’s internal and external materials and cash flows,
and is also responsible for providing the treasury function with ongoing
information on the current situation. Business Area Market provides
the treasury function with information on the operations-related flows,
which are then managed in accordance with the financial policy in
order to minimise the risk associated with the effects of changes in
metal prices, treatment and refining charges, and exchange rates.

IN 2006
Exchange rate
(average)
USD/SEK

2006

2005

Change
(%)

7.38

7.48

–1
1

EUR/USD

1.25

1.24

EUR/SEK

9.25

9.28

0

USD/NOK

6.41

6.45

–1

Metal prices
(average LME/LBMA)

2006

2005

Change
(%)

Zinc (USD/tonne)

3,273

1,382

137

Copper (USD/tonne)

6,731

3,684

83

Lead (USD/tonne)

1,287

976

32

604

445

36

11.55

7.31

58

Gold (USD/oz)
Silver (USD/oz)

Currencies

Boliden’s costs are primarily denominated in Swedish kronor, euro and
Norwegian kroner, while its income is primarily in US dollars. The
trend in the US dollar exchange rate therefore has a critical impact on
the Group’s profits.
The Boliden Group’s currency future and currency option hedges
on 31st December 2006 are summarised in Note 20.
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Treatment and refining charges
(European benchmark prices)

2006

2005

Change
(%)

Treatment charge (TC) base
1,400 USD/tonne +14/-12%

128

Treatment charge (TC) base
1,000 USD/tonne +16/–14%

126

Copper
Treatment charge (TC) USD/tonne

95

85

12

Refining charge (RC) USc/lb

9.5

8.5

12

Lead
Treatment charge (TC) base
750 USD/tonne +15%

FL UC T UAT ION IN E XCH A NGE R AT ES, ME TA L PRICES,
A ND T RE AT MEN T A ND REFINING CH A RGES

The table below provides an estimate of the full-year effects of fluctua
tions in metal prices, exchange rates and treatment charges (TC/RC)
on Boliden’s operating profit for the full year 2007. The estimate is based
on average metal prices, exchange rates and treatment charges for the
fourth quarter of 2006 and on planned production volumes for 2007.

Change in USD
+10%

USD/SEK

Effect
on profit,
SEK m

Metal prices
Change in
metal prices
+10%

870 Zinc

2,291
1,138
678
385
27

EN V IRONMEN T

125

Source: CRU

Exchange rates

■ Sweden
■ Finland
n Ireland
■ Norway
n Other Countries

149

Treatment charge (TC) base
500 USD/tonne +10/–10%

Treatment
Change in
treatment
charges,
+10%

Effect
on profit,
SEK m

1,130

1,130 TC Zinc

105

320

TC/RC
35 Copper

90

42 TC Lead

–5

Effect
on profit,
SEK m

Effect
on profit, SEK
m, incl. hedge

EUR/USD

700 Copper

USD/NOK

200 Lead

80

Gold

60

2

Silver

70

29

Nickel

0

0

SUS TA IN A BIL I T Y
Employees

The average number of employees at Boliden was 4,519 (4,530) at the
end of 2006. This represents a decrease of 11 in comparison with the
figure for the full year 2005.
Absence due to sickness during the year totalled 5.0 (5.3) per cent.
Boliden’s goal is for absence due to sickness to be under 4.8 per cent by
the end of 2008.
The accident frequency for the full year 2006 was 11.2 (11.9). Boliden
has adopted a zero vision with regard to accidents.
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EMPL OY EES
NUMBER, T O TA L 4,519

Zinc
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Boliden’s mining and smelting operations have an environmental im
pact in the form of land usage, consumption of raw materials, energy
and chemicals, emissions to air and water, noise and vibration, and the
production and management of waste. The Group’s operations are
subject to environmental legislation and regulations in Sweden, Fin
land, Norway, Ireland and, where applicable, to joint EU regulations
concerning waste management, chemicals and carbon dioxide emis
sions. Boliden has been allocated small quantities of emissions rights,
due to limited amounts of carbon dioxide emissions, and only two of
Boliden’s facilities, namely Bergsöe and Rönnskär, are covered by the
emissions rights system.
In December 2006, the EU adopted the proposed new chemicals
legislation, REACH, which will come into force on 1st June 2007.
REACH will, among other things, impose a clear responsibility on the
industry to produce data, to register, and to carry out risk assessments
with regard to the chemical substances used. In 2006, the EU adopted
the new directive governing waste from the extraction industry, which
includes mining waste. The directive, which must be implemented in
national legislation by 1st May 2008, will affect the mining industry’s
handling of waste management issues.
In 2006, Boliden’s operations, both in mining and smelting, have
run within the framework of valid environmental permits and na
tional environmental legislation in the respective countries, with the
exception of an oil spill into a nearby watercourse in June at the copper
smelter at Harjavalta, Finland. Clean-up work in the affected area was
completed during the year.
Boliden carried out reclamation work during the year on decommis
sioned sites in accordance with applicable reclamation plans. Provisions
are made on a rolling basis for costs in connection with future reclama
tion work.
Boliden works with both local and Group-wide goals, guidelines
and management systems, in order to secure its undertakings in the
environmental sphere and to reduce the Group’s environmental impact.
All of the smelters in Business Area Smelters, apart from Rönnskär, have
been certified in accordance with the ISO 14001 environmental stand
ard. The certification of Rönnskär will be completed during the first
half of 2007. The introduction of an environmental management sys
tem in accordance with this standard began within Business Area Mines
in 2006. Certified energy management systems were introduced in
Q3,2006 at Aitik, in the Boliden Area, and at Garpenberg and
Rönnskär. As a result, six of Boliden’s nine units had certified energy
management systems by the end of the year and the goal is for all units
to have energy management systems by the end of 2008.
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In June 2006, Boliden submitted an application for a permit to increase
production at the Garpenberg mine.
In November 2006, the Swedish Environmental Supreme Court
granted Boliden a permit to build the so-called Hötjärn tailings pond
adjacent to the company’s mines in the Boliden Area in Sweden. At the
end of 2006, the matter was before the Environmental Court in Sweden,
to determine the terms and conditions governing emissions to water
and reclamation, among other things.
In December 2006, an application for an environmental permit for
the expansion project at the company’s Aitik copper mine was submit
ted to the Environmental Court in Sweden.
B OL IDEN’S ME TA L PRICE HED GING, 2007– 2009,
F OR C OPPER, L E A D, G OL D A ND SILV ER,
ON 31S T DECEMBER 2006

At the turn of the year, Boliden extended its metal price hedging for
copper by approximately two years to 2010. This means that 70 per cent
of the planned price exposure in copper is hedged at an average price of
USD 6.394 per tonne for 2008 and at USD 5,920 per tonne for 2009.
The hedging of the metal prices for gold, silver and lead were also ex
tended until 2010.

Metal

Price

2007

2008

2009

Hedged
percentage1)

Hedged
percentage2)

Price

Hedged
percentage2)

89% 6,394

70% 5,920

70%

Price

Copper
(USD/tonne)

3,966

Lead
(USD/tonne)

1,191

48%

1,315

50%

1,252

Gold
(USD/oz)

578

96%

665

70%

Silver
(USD/oz)

9.26

58%

13.15

70%

1)

The TC for approximately 50 per cent of the contract volumes for cop
per, which were set at 2005 benchmark levels of USD 85 per tonne for
the treatment charges and USc 8.5 per lb for the refining charges, will
be renegotiated in 2007. The European benchmark levels for 2007 for
copper treatment and refining charges are around USD 60 per tonne
and USc 6.0 per lb, respectively.
T HE PA REN T C OMPA N Y

The Parent Company conducts no operations and has no employees.
PROP O SED A L L O C AT ION OF PROFI T S

Boliden has a dividend policy whereby approximately one third of the
profit after tax is to be distributed over a single business cycle. Boliden’s
Board of Directors will propose to the Annual General Meeting that a
dividend be paid in the amount of SEK 4 per share, or SEK 1,158 million.
In its proposal for a distribution of the profits, the Board of Directors
has taken into account the cyclical nature of the industry and the risks
associated with the company’s operations.
The Parent Company’s non-restricted shareholders’ equity totals
SEK 6,833 million, and the Group’s total shareholders’ equity totals SEK
16,089 million. Having considered the demands imposed by the nature
of the operations, the Board of Directors believes that the proposed
dividend to shareholders is justified.
The non-restricted shareholders’ equity in
the Parent Company comprises:
Profits brought forward from previous years 

302,433,565

Profit for the year

6,530,500,000

50%

SEK

6,832,933,565

702

70%

The Board proposes:

14.59

70%

T he price exposure for 2007 includes purchasing contracts with price escalation clauses for
which negotiations are not, as yet, completed (estimated). The conclusion of the final negotiations may affect the hedged percentage for 2007.

A dividend payment to shareholders of SEK 4 per share 1,157,828,676
The remainder to be carried forward
SEK 

5,675,104,889
6,832,933,565

REDEMP T ION OF SH A RES

No significant events have occurred after the end of the financial year.

Boliden’s Balance Sheet is now substantially stronger than required for
the development of the Group, and Boliden’s Board of Directors con
sequently also proposes a redemption of Boliden’s own shares corre
sponding to SEK 12 per share, or SEK 3,473 million. The redemption
procedure will take place automatically and no action will be required
on the part of the shareholders in order to receive the redemption pay
ment.

T HE OU T L O OK ON T HE ME TA L S M A RK E T

BU Y- B ACK OF T HE C OMPA N Y ’S OW N SH A RES

The strong global growth is expected to continue in the immediate fu
ture, and this is expected to entail continued good demand for metals.
The zinc metal deficit in 2006 is estimated at just over 400,000
tonnes, and zinc metal is expected to continue to be in short supply in
2007.
The copper market is expected to achieve a balance in early 2007
and a small copper surplus is expected during the year.
Boliden has started contract negotiations for 2007, and this may
result in a less favourable outcome for the smelters. Boliden essentially
maintains a balance between zinc mines and zinc smelters, and conse
quently TC changes have only a limited effect on the company’s profit.

In the light of the strong market scenario for 2007, The Board of
Directors proposes that the Annual General Meeting mandate the
Board to approve a buy-back of the company’s own shares, up to a
maximum of 10 per cent of the outstanding share stock, during the
period until the next Annual General Meeting. This proposal is in
tended to provide the company with a flexible tool enabling it to make
ongoing adjustments to the capital structure as and when required in
the light of cash flows and investment requirements current at the
time.

2)

 rice escalation clauses have been completely excluded from the exposure for 2008–2009, as
P
has, therefore, the hedged percentage. The level of escalators in purchasing contracts during
2008–2009 may affect the hedged percentage for these years.

E V EN T S SINCE T HE END OF T HE FIN A NCI A L Y E A R
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Consolidated Income Statements – the Group
Amount in SEK million

Note			

2006

2005

24			
3			

35,213
–25,831

20,441
–16,486

Gross profit				

9,382

3,955

Selling expenses
3			
Administrative expenses
2, 3			
Research and development costs
3			
Other operating income
4			
Other operating expenses				
Profits from participations in associated companies
11			

–404
–409
–215
169
–18
17

–386
–411
–199
113
–12
9

1–4, 7–9, 24			

8,522

3,069

Profit from financial items		
Interest income and other similar items
5			
Interest expenses and other similar items
6			

85
–294

26
–283

			

8,313

2,812

12			

–2,045

–766

Net profit				

6,268

2,046

Attributable to:
The Parent Company’s shareholders				
Minority owners				

6,268
–

2,046
–

Earnings per share, SEK
Earnings per share after full dilution, SEK

21.66
21.66

7.07
7.06

Number of shares
Opening number of shares				289,387,169
New rights issue, May 2006				
70,000
Closing number of shares				289,457,169
Average number of shares				289,429,169
Maximum number of shares from convertibles and options				
–
Average number of shares after full dilution				289,429,169

289,387,169
–
289,387,169
289,387,169
395,694
289,782,863

Revenues
Cost of goods sold

Operating profit

Profit after financial items
Taxes
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Consolidated Income Statements – the Group

Revenues

Net profit and taxes

Boliden’s revenues totalled SEK 35,213 million (SEK 20,441 m). Revenues were
positively affected primarily by improved metal prices.

The Group’s net profit totalled SEK 6,268 million (SEK 2,046 m). The tax expense
for the year was SEK 2,045 million (SEK 766 m). The reported tax expense for
the full year was 25 per cent (27 per cent) of the profit before tax. The main
positive effect on the tax rate was the carrying forward of a loss in Ireland, which
had not been valued, having previously been taken up as revenue.

Operating profit

The operating profit (EBIT) increased to SEK 8,522 million (SEK 3,069 m). The
improvement in the operating profit is primarily attributable to improved metal
prices. Prices and terms and conditions added SEK 6,518 million to the improvement in the operating profit. Volumes had a negative effect of SEK 339 million on
the operating profit for the full year 2006. The increase in the profit was also
counteracted by increased costs totalling SEK 785 million. Costs increased by
7 per cent, mainly due to increased energy costs. Excluding the cost increase for
energy, the increase in costs totalled 4 per cent.
The total stock profit was SEK 536 million (SEK 573 m).
Profit after financial items

Key ratios
Return on capital employed, %
Return on shareholders’ equity, %
Equity/assets ratio, %
Net debt/shareholders’ equity, %
Depreciation, SEK m
Investments, SEK m
Capital employed, SEK m
Net debt, SEK m

2006

2005

52
51
60
–1
1,309
1,847
17,667
–195

20
22
45
54
1,234
1,337
15,822
5,526

The profit after financial items increased to SEK 8,313 million (SEK 2,812 m).
Net financial items totalled SEK –209 million (SEK –257 m). Net financial items
were positively affected by lower levels of debt and improved loan terms. Boliden’s
average interest rate on the debt portfolio on 31st December 2006 was 4.09
per cent.
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Consolidated Balance Sheets – the Group
Amount in SEK million
ASSETS
Fixed assets
Intangible fixed assets
Tangible fixed assets
Buildings and land
Deferred mining costs
Machinery and other technical facilities
Equipment, tools, fixtures and fittings
New construction work in progress
Other fixed assets
Participations in associated companies
Other shares and participations
Deferred tax receivables
Financial investments
Long-term receivables

Note			2006-12-31

2005-12-31

24
7			
8
			
			
			
			
			

3,077

3,189

2,547
1,927
7,172
185
231

2,662
1,836
7,068
213
136

			

12,062

11,915

11		
			
12		
			
			

45
18
–
3
2

49
18
404
3
6

			

68

480

			

15,207

15,584

13			

5,351

3,984

			
14			

2,107
1,068

1,108
722

				
Short-term investments
23			
Cash and bank
23			

3,175
896
2,300

1,830
1,082
438

Total current assets

			

11,722

7,334

TOTAL ASSETS

			

26,929

22,918

579
8,078
–35
–658
1,857
6,268
16,089

579
8,076
–20
–782
390
2,046
10,289

2,301
–
493
1,277
965

5,045
73
503
241
919

5,036

6,781

228
2,788
53
500
2,235

1,446
2,209
38
172
1,983

Total fixed assets
Current assets
Inventories
Current receivables
Accounts receivable
Other current receivables

24
SHAREHOLDERS’ EQUITY AND LIABILITIES
15
Shareholders’ equity
			
Share capital
			
Other capital injected
			
Translation reserve
			
Hedging reserve
			
Profit carried forward
			
Net profit for the year
Shareholders’ equity attributable to the Parent Company’s shareholders				
Long-term liabilities
Liabilities to credit institutions
19		
			
Other interest-bearing liabilities
Provisions for pensions and similar undertakings
16		
Deferred tax liabilities
12		
Other provisions
17		
			
Current liabilities
Liabilities to credit institutions
19		
			
Accounts payable
Provisions
17		
Current tax liabilities				
Other current liabilities
21		

TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES
Pledged assets
Contingent liabilities
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5,804

5,848

			

26,929

22,918

–
321

462
437

22		
22		

Consolidated Balance Sheets – the Group

Financial position
Boliden’s financial position improved in 2006. The net debt/equity ratio fell to –1
per cent (54%). Boliden’s financial goal is to maintain a net debt/equity ratio of
approximately 40 per cent.
On 31st December 2006, the average term of Boliden’s debt portfolio was
6.64 years. Boliden’s current liquidity, in the form of liquid assets and unutilised
binding credits, totalled SEK 8,826 million on 31st December 2006.

Key ratios
Net debt , SEK million
Shareholders’ equity, SEK million
Net debt/shareholders’ equity, %
Equity/assets ratio, %

2006

2005

–195
16,089
–1
60

5,526
10,289
54
45

Financing
Boliden’s net debt totalled SEK –195 million (SEK –5,526 m) on the Balance Sheet
date. The pronounced improvement is largely due to the company’s strong cash
flow position which enabled loans totalling a net amount of SEK 4,016 million (SEK
912 m) to be amortised.

Net debt, SEK million
Liabilities to credit institutions
Other interest-bearing liabilities
Pension liabilities
Other shares and participations
Other long-term securities holdings
Short term investments
Cash and bank balances

2006

2005

2,488
41
493
–18
–3
–896
–2,300

6,491
73
503
–18
–3
–1,082
–438

–195

5,526

Assets and capital employed
The Group’s total assets have increased from SEK 22,918 million at the start of
the year to SEK 26,929 million at the end of the year. On 31st December, capital
employed totalled SEK 17,667 million (SEK 15,822 m).
Capital employed, SEK million
Intangible assets
Tangible assets
Participations in associated companies
Inventories
Accounts receivable
Other receivables
Provisions other than for pensions and tax
Accounts payable
Other liabilities

2006

2005

3,077
12,062
45
5,351
2,107
1,067
–1,016
–2,788
–2,238

3,189
11,915
49
3,984
1,108
727
–957
–2,209
–1,984

17,667

15,822
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Changes in shareholders’ equity – the Group

Changes in shareholders’ equity – the Group
Shareholders’ equity is attributable in its entirety to the Parent Company’s shareholders.
			
Note
Share
15
capital
Closing balance on Balance Sheet, 1st Jan 2005
Closed out futures contracts
Fiscal effect on closed out futures contracts
Market valuation of financial instruments
Fiscal effect on financial instruments
Year’s exchange rate differences on hedging instruments
Year’s translation difference when converting
overseas operations
Total changes in net wealth reported directly against
shareholders’ equity, excluding transactions with the company’s owners
Net profit for the year
Total changes in wealth, excluding transactions with the company’s owners
Closing balance on Balance Sheet, 31st Dec 2005
Market valuation of financial instruments
Fiscal effect on financial instruments
Year’s exchange rate differences on hedging instruments
Year’s translation difference when converting
overseas operations

Other			
capital Translation
Hedging
injected
reserve
reserve

Profit Total sharecarried
holders’
forward
equity

579
–
–
–
–
–

8,076
–
–
–
–
–

–29
–
–
–
–
–296

119
–157
44
–1,082
305
–

379
–
–
–
–
–

9,124
–157
44
–1,082
305
–296

–

–

305

–

–

305

–

–

9

–890

–

–881

–

–

–

–11

2,057

2,046

–

–

9

–901

2,057

1,165

579
–
–
–

8,076
–
–
–

–20
–
–
101

–782
173
–49
–

2,436
–
–
–

10,289
173
–49
101

–

–

–116

–

–

–116

Total changes in net wealth reported directly against shareholders’
equity, excluding transactions with the company’s owners
Net profit for the year

579
–

8,076
–

–35
–

–658
–

2,436
6,268

10,398
6,268

Total changes in net wealth, excluding transactions with the company’s owners
New rights issue
Dividend

579
–
–

8,076
2
–

–35
–
–

–658
–
–

8,704
–
–579

16,666
2
–579

Closing balance on Balance Sheet, 31st Dec. 2006

579

8,078

–35

–658

8,125

16,089

CH A NGES IN SH A REHOL DERS’ EQ UI T Y

The current method is used to convert the Income Statements and Balance Sheets
of overseas subsidiaries. Any exchange rate differences that arise are booked
directly to shareholders’ equity. Boliden hedges its net investments in overseas
subsidiaries by adopting the opposite position in the relevant foreign currency.
The exchange rate difference on hedging instruments is, after the fiscal effect,
booked directly to shareholders’ equity.
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Boliden applies hedge accounting to all financial derivatives acquired with a view to
hedging part of forecast currency, metal and interest flows. Changes in the market
value of hedging instruments are reported against shareholders’ equity until such
time as the underlying flows are reflected in the Income Statement.

Consolidated Statements of Cash Flow – the Group

Consolidated Statements of Cash Flow – the Group
Amount in SEK million

Note

2006

2005

23
Operating activities
Profit after financial items		
Adjustments for items not included in the cash flow:
Depreciation, amortisation and write-down of assets
7, 8
Other		

8,313

2,812

1,452
209

1,296
–473

		
Tax paid		

9,974
–328

3,635
–61

Cash flow from operating activities before
changes in operating capital		

9,646

3,574

Cash flow from changes in operating capital
Increase(-)/Decrease(+) in inventories		
Increase(-)/Decrease(+) in operating receivables		
Increase(+)/Decrease(-) in operating liabilities		

–1,412
–1,323
1,099

–1,252
–518
736

Cash flow from operating activities		

8,010

2,540

Investment activities
Sale of subsidiaries and associated companies		
Acquisition of intangible fixed assets		
Acquisition of tangible fixed assets
8
Sale of tangible fixed assets		
Sale of financial assets		

–
–4
–1,843
108
–

20
–2
–1,335
76
259

Cash flow from investment activities		

–1,739

–982

Financing activities
Dividend		
New rights issue		
Loans raised		
Amortisation of loans		

–579
2
3,708
–7,724

–
3,635
–4,547

Cash flow from financing activities		

–4,593

–912

Cash flow for the year		
Opening liquid assets		
Exchange rate difference, liquid assets		

1,678
1,520
–2

646
874
–

Closing liquid assets

3,196

1,520

23

C A SH FL OW

The cash flow from operating activities totalled SEK 8,010 million (SEK 2,540 m).
The improvement is primarily attributable to the increased profit. Investments
totalled SEK -1,847 million (SEK -1,337 m). Maintenance-related investments
and expansion-related investments totalled SEK 1,379 million and SEK 468 million,
respectively. Net liabilities of SEK 4,016 million (SEK 912 m) were amortised
during the period.

Capital tied up in stock and receivables rose in 2006, mainly due to higher metal
prices. The operations conducted by Boliden are characterised by major fluctuations in working capital from one quarter to the next, since individual incoming
and outgoing metal concentrate deliveries and outgoing deliveries of products
from the smelters command substantial values.
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Income Statements and Balance Sheets – Parent Company

Income Statements – Parent Company
Amount in SEK million

Note

Dividends from subsidiaries

10

2006

2005

6,531

Profit after financial items		

6,531

–

Profit before tax		

6,531

–

Tax on the profit for the year		

–

–

Net profit for the year		

6,531

–

The operations of Boliden AB are, by mutual agreement, conducted on its behalf by Boliden Mineral AB, which means that the profit is reported as part of Boliden
Mineral AB.

Balance Sheets – Parent Company
Amount in SEK million

Note

ASSETS
Fixed assets
Financial fixed assets
Participations in Group companies
10
Other long-term receivables from Group companies		
Total fixed assets		
Current receivables
Current receivables from Group companies		

31-12-2006

31-12-2005

3,911
4,219

4,097
2,613

8,130

6,710

4,733

756

Total current assets		

4,733

756

TOTAL ASSETS		

12,863

7,466

579
5,252

579
5,252

		
Non-restricted equity
Share premium reserve		
Profit brought forward		
Net profit for the year		

5,831

5,831

2
300
6,531

–
879
–

		

6,833

879

Total shareholders’ equity		

12,664

6,710

SHAREHOLDERS’ EQUITY AND LIABILITIES
15
Shareholders’ equity
Restricted equity
Share capital		
Statutory reserve		

Current liabilities
Liabilities to credit institutions		

199

756

		

199

756

Total shareholders’ equity and liabilities		

12,863

7,466

None
318

None
None

Pledged assets
Contingent liabilities
Contingent liabilities refer to guarantees made for subsidiaries.
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Changes in shareholders’ equity and Statements of Cash Flow – Parent Company

Changes in shareholders’ equity – Parent Company
Note				
Non- Total share
			
Share
Statutory restrictedholders’
2005
15		
capital
reserve
reserves
equity
Opening balance			

579

5,252

879

6,710

Closing balance			

579

5,252

879

6,710

Opening balance			
Dividend			
New rights issue			
Net profit for the year			

579
–
0
–

5,252
–
–
–

879
–579
2
6,531

6,710
–579
2
6,531

Closing balance			

579

5,252

6,833

12,664

2006

Statements of Cash Flow – Parent Company
Amount in SEK million		

31-12-2006

31-12-2005

Cash flow from operating activities		

–

–

Financing activities
Loans raised		
Loans to Group companies		
New rights issue		

199
–201
2

756
–756
–

Cash flow from financing activities		

–

–

Cash flow for the year		
Opening liquid assets		

–
–

–
–

Closing liquid assets		

–

–
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Accounting principles

General accounting principles
Boliden AB (publ.), Swedish corporate ID number 556051-4142, is a limited liability company registered in Sweden. The company’s registered office is in
Stockholm. The Boliden share is listed on the Stockholm Stock Exchange’s Large
Cap list. The company’s shares are also traded on the Toronto Stock Exchange in
Canada, where they have a secondary listing.
Boliden AB is the Group’s Parent Company and its principal operations involve
the mining and production of metals and operations compatible therewith.
The Consolidated Statements have been compiled in accordance with EU-approved International Financial Reporting Standards (IFRS) and the interpretations
of the International Financial Reporting Interpretations Committee (IFRIC) extant
on 1st January 2006. In addition, the Group applies the Swedish Financial Accounting Standards Council’s recommendation, RR 30, Supplementary accounting regulations for corporate conglomerates specifying the supplements to IFRS
required pursuant to the stipulations of the Swedish Annual Accounts Act.
The Parent Company’s functional currency is the Swedish krona and this is also
the reporting currency for both the Group and the Parent Company. All amounts
in the financial reports are stated in millions of Swedish kronor (SEK million) unless
otherwise specified.
In the Annual Report, the items reported have been valued at their acquisition
value except when valuing certain financial assets that can be sold, as well as financial assets and liabilities (including derivative instruments) valued at their
true value via the Balance Sheet.
As of 1st January 2006, Boliden applies IFRS 6, Exploration for and evaluation
of mineral assets. The application entails no changes from previous years.
The Parent Company’s accounting principles follow those of the Group, with
the exception of the mandatory regulations stipulated in the Swedish Financial
Accounting Standards Council’s recommendation, RR 32:05, Accounting for
legal entities. The Parent Company’s accounting principles are specified under
the heading “The Parent Company’s accounting principles”.
The most important accounting principles that have been applied are described
below. These principles have been applied consistently for all years presented
unless otherwise specified.
Estimates and assessments
In order to compile Financial Statements in accordance with the IFRS accounting
principles, assessments and assumptions must be made that impact the reported asset and liability amounts, the income and expense amounts as well as
other information provided in the Financial Statements. The estimates and assessments of the Board of Directors and the company’s management are based
on historical experience and forecast future trends. The actual outcome may
differ from these assessments.
For a more detailed description of the areas in which estimates and evaluations
are of critical importance, please see Notes 7 Intangible fixed assets, 12 Taxes,
16 Pensions, and 17 Other provisions.
Consolidated statements
The Consolidated Statements cover the Parent Company and all companies over
which the Parent Company exercises a controlling influence. The term “controlling
influence” refers to companies in which Boliden has the right to formulate financial
and operative strategies. This is generally achieved by ensuring that its ownership
share, or share of the votes, exceeds 50 per cent. The existence and effect of
potential voting rights that can currently be utilised or converted are taken into
account when assessing whether the Group is capable of exercising a controlling
influence over another company. Subsidiaries are included in the Consolidated
Statements as of the point in time at which a controlling influence was attained,
while companies that have been sold are included in the Consolidated Statements
up to and including the time of the sale, which is considered to be as of the point
in time when the controlling influence ceased to be exercised.
The Consolidated Statements have been compiled in accordance with the acquisition accounting method, which means that the value of shares in subsidiaries
reported by the Parent Company has been eliminated against shareholders’ equity, including each Group company’s equity share of untaxed reserves. When
required, the subsidiaries’ accounts are adjusted to ensure that they follow the
same principles applied by other Group companies. All internal transactions be-
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tween Group companies and intra-Group affairs are eliminated when the Consolidated Statements are compiled. Unrealised losses are also eliminated except
for transactions where there is a clear need for a write-down (impairment
loss).
Associated companies
Shareholdings in associated companies, in which the Group has a minimum of 20
per cent and a maximum of 50 per cent of the votes, or otherwise has a significant
influence over operational and financial management, are reported in accordance
with the equity method. Under the equity method, the consolidated book value of
the shares in the associated companies corresponds to the Group’s share of the
associated companies’ shareholders’ equity and any residual values from consolidated surplus and deficit values. Shares in associated companies’ results are
reported in the Consolidated Income Statement as part of the operating profit
and comprise the Group’s share in the associated companies’ net results. Shares
in profits accumulated after the acquisition of associated companies but not yet
realised through dividends constitute part of the Group’s restricted equity.
Conversion of foreign subsidiaries and other overseas operations
The current method is applied to convert the Income Statements and Balance
Sheets of independent overseas operations. Under the current method, all assets,
provisions and liabilities are converted at the rate of exchange applying on the
closing day, while all items in the Income Statement are converted at the average
exchange rate. Any exchange rate differences that arise are booked directly to
equity. Accumulated translation differences arising in connection with the conversion of subsidiaries’ results are reported as of 2004.
Boliden hedges its net investments in foreign subsidiaries by adopting the
opposite position in the relevant foreign currency. Any exchange rate differences
on the hedging measures are booked directly to the Group’s shareholders’ equity
after adjustment for the fiscal effects.
In conjunction with the sale of independently run overseas operations, the
accumulated translation differences attributable to the operations are realised
in the Consolidated Income Statement, after deductions for any currency hedging
activities.
Financial instruments
Financial assets or liabilities are booked in the Balance Sheet when the company
officially becomes a party to the instrument’s contractual terms and conditions.
Financial assets are removed from the Balance Sheet when the rights in the
agreement either mature or are realised, or when the company loses control of
them. Financial liabilities are removed from the Balance Sheet when the agreement’s obligations are fulfilled or otherwise rendered void.
With regard to financial derivatives, settlement date accounting is applied.
On each reporting occasion, the company performs an impairment test to
determine whether objective indications exist of the need to write down a financial
asset or group of financial assets.
Financial instruments are reported using the accumulated acquisition value
or the true value depending on the initial categorisation under IAS 39.
Calculating the true value of financial instruments
When determining the true value of short-term investments, derivative instruments and loan liabilities, the official market listings on the Balance Sheet date
and generally accepted calculation methods are used. They are converted into
Swedish kronor using the official exchange rate on the Balance Sheet date.
Accumulated acquisition value
The accumulated acquisition value is calculated using the effective interest
method. This means that any premiums or discounts, as well as expenses or income directly attributable to them, are distributed over the duration of the
contract using the estimated effective interest rate. The effective interest rate
is the rate that results in the instrument’s acquisition value when a present-value
computation of future cash flows is performed.

Accounting principles

Offsetting financial assets against financial liabilities
Financial assets and liabilities are used to offset each other and are reported in
a net amount in the Balance Sheet whenever a legal right of offset exists, or when
it is intended for the items to be settled using a net amount, or when the intention
is to realise the asset and settle the liability simultaneously.
Receivables
Receivables are reported according to their expected recoverability after deductions for bad debts assessed on an individual basis. The anticipated duration of
accounts receivable and other current receivables is short, which is why the
value is reported as the nominal amount with no discounting in accordance with
the accumulated acquisition value method.
Receivables and liabilities in foreign currencies
Receivables and liabilities in foreign currencies are converted at the exchange
rate applying on the Balance Sheet date. Exchange rate differences on operating
receivables and operating liabilities are included in the operating profit, while
exchange rate differences on financial receivables and liabilities are reported
under financial items.
Interest-bearing current receivables
Holdings of securities or other investments that are not fixed assets and are not
designated as liquid assets are reported as interest-bearing current receivables.
Interest-bearing current receivables are categorised as “Commercial holdings”
and are valued at their true value with value changes as reported in the Income
Statement.
Liquid assets
Short term investments with a duration of three months or less that can easily
be converted into cash are classified as liquid assets, as are cash and bank balances. Liquid assets are exposed to no more than a negligible risk of fluctuation
in value and are reported using the nominal amount.
Liabilities
Financial liabilities primarily comprise liabilities to credit institutions and accounts
receivable. These liabilities are categorised as other liabilities and reported using
their accumulated acquisition value. The anticipated duration of accounts payable
is short, which is why the value is reported as the nominal amount with no discounting in accordance with the accumulated acquisition value method. Interest expenses are distributed over a fixed period and are reported on an ongoing basis
in the Income Statement.
Currency and metal derivatives
All derivatives are reported at their market value in the Balance Sheet. For financial derivatives relating to the hedging of forecast flows, hedge accounting is
applied, which means that the effective share of unrealised results (market values)
is reported under shareholders’ equity up to the point in time when the underlying
flows are realised and thus reflected in the Income Statement. The changes in
value of outstanding derivatives that do not meet the criteria for hedge accounting are reported on an ongoing basis in the Income Statement.
Premiums paid for currency options are reported as assets in the Balance
Sheet. Any real value of the option is reported under shareholders’ equity up to
the point in time when the underlying flows are realised and thus reflected in the
Income Statement. The option’s change in value over time from the time at which
the transaction is entered into (which will always tend towards zero over the
duration of the option but may lead to momentary effects on the result) is reported on an ongoing basis in revenues.

Income reporting
Product sales are reported at the time of delivery to the customer in accordance
with the terms and conditions of the sale whenever significant rights and obligations associated with the title transfer to the purchaser. These sales are reported net after VAT, discounts and exchange rate differences when sales are
made in foreign currencies.
Income from activities outside the sphere of the regular operations is reported as other operating income.
Exploration, research and development
Boliden’s R&D primarily comprises the search for new non-ferrous mineralisations,
i.e. exploration. In addition to this, Boliden is involved, to a limited extent, in developing mining and smelting processes.
Expenses associated with research and development are primarily booked as
costs when they arise. When the financial potential for the exploitation of a mine
deposit has been confirmed, the expenses are booked as costs up to that date.
After that date, the expenses are capitalised as deferred mining costs, the
governing principle of which is described under the heading “Tangible fixed assets”.
Intangible fixed assets
Intangible fixed assets include goodwill, patents, licenses and similar rights and
are booked at their acquisition value. Goodwill is reported in the Balance Sheet
at the acquisition value after deduction for accumulated write-downs. Goodwill
comprises the amount by which the acquisition value exceeds the true value of
the Group’s share of the acquired subsidiary’s identifiable net assets as well as
any obligations at the time of the acquisition. Calculations of the profit or loss on
the sale of a unit include any remaining reported goodwill value ascribed to the
operations sold.
Goodwill has been assessed as having an indefinable useful life. Goodwill is
allocated to the smallest possible unit or groups of units that generate cash, and
an impairment test is performed on the reported value at least once a year to
determine whether there is any need of a write-down. Such impairment tests are
however performed more frequently if there are indications that the value may
have fallen during the year.
Other intangible fixed assets are amortised over their anticipated useful lives.
Tangible fixed assets
Land, plant and equipment, and capitalised costs associated therewith for development and pre-production measures are booked at the acquisition value. Interest expenses attributable to development financing and completion of significant
tangible fixed assets are included in the acquisition value. Repair and maintenance
expenses are booked as costs, while substantial improvements and replacements
are capitalised. Deferred mining costs at mines comprise both the waste rock
excavation required to access the ore body, plus work relating to infrastructural
facilities, roads, tunnels, shafts and inclined drifts, as well as service, electricity
and air distribution facilities. Deferred mining costs arising from capacity expansion of the mining operation, the development of new ore bodies and the preparation of mining areas for future production are capitalised and written off concurrently with production. Mining costs associated with waste rock removal from
open pit sites are capitalised and booked as costs in the operations based on the
average percentage of waste rock per mine. The average percentage of waste
rock is calculated as the estimated number of tonnes of waste rock and ore that
must be mined divided by the estimated number of tonnes of ore that the deposit is believed to contain. When the percentage of waste rock for the mines
remains relatively constant over the useful life of the mines, the costs are normally reported when they arise.

Interest derivatives
The results of interest derivatives are reported as an interest expense while
hedge accounting is applied to the change in the true value in accordance with the
method for cash flow hedging.
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Accounting principles

Depreciation and write-down principles for fixed assets
Depreciation according to plan is based on the original acquisition value (or, where
relevant, the reassessed value used as the acquisition value) and the estimated
economic lifespan.
The company normally depreciates plant and equipment used in the mining
operations linearly over whichever is the lower of their anticipated useful life and
the useful life of the mine to which they relate. Smelters and production plants
are depreciated linearly over their anticipated useful lives. The following depreciation periods are applied to tangible fixed assets:
Buildings
Land improvements
Deferred mining costs
Machinery and other technical facilities
Machinery
Processing plants
Equipment, tools and fixtures and fittings

20–50 years
20 years
Concurrently with ore depletion
3–10 years
10–25 years
3–10 years

Boliden applies component depreciation to certain processing plants, which
means that larger processing facilities are broken down into component parts
with different useful lives and thus different depreciation periods.
When events or changes in prevailing conditions indicate that the book value
of fixed assets exceeds the recovery value, this value is written down to a value
in use corresponding to the present value of estimated future net cash flows.
Write-downs
On each reporting occasion, an assessment is performed to determine whether
there is any indication that the value of the Group’s assets has depreciated or
been impaired. Should this be the case, a calculation is performed of the recovery
value of the asset in question. Goodwill is allocated to cash-generating units or
groups of cash generating units and together with any intangible assets with an
indefinable useful life and any unutilised intangible assets, it is subjected to annual impairment tests even if there are no indications of a fall in its value. Impairment tests are however performed more frequently if indications exist of a decline
in value. The recovery value comprises whichever is highest of the value in use of
the asset in the operations and the value that would result if the asset were sold
to an independent party, true value minus selling expenses. The value in use
comprises the present value of all incoming and outgoing payments attributable
to the asset over the period that it is expected to be used in the operations, with
the addition of the present value of the net sales value at the end of the asset’s
useful life. If the estimated recovery value is lower than the reported value, the
latter is written down to the former.
Write-downs are reported in the Income Statement. Any write-downs performed are reversed if changes in the assumptions leading to the original writedown mean that the write-down is no longer warranted. Write-downs that have
been performed are not reversed in such a way that the reported value exceeds
the amount that would, following deductions for amortisation according to plan,
have been reported if no write-down had been performed. Reversals of writedowns performed are reported in the Income Statement. Goodwill write-downs
are not reversed.
Leasing
A financial leasing agreement is an agreement whereby the financial risks and
benefits associated with a title are, in all significant respects, transferred from
the lessor to the lessee. Leasing agreements that are not classified as financial
leasing agreements are classified as operational leasing agreements.
Assets held in accordance with financial leasing agreements are reported as
fixed assets in the Consolidated Balance Sheet at the lower of the market value
of the assets or the present value of the future lease payments. The Group’s liability in relation to the lessor is reported in the Balance Sheet under the heading
“Liabilities to credit institutions”, broken down into current and long-term components.
Lease payments are broken down into interest and amortisation of the liability. The interest is distributed over the leasing period so that an amount corre-
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sponding to the fixed interest amount payable on the liability reported in each
period is charged to each reporting period. The leased asset is depreciated according to the same principles as those that apply to other assets of the same
type.
The leasing charges for operational leasing agreements are booked as costs
on a linear basis over the leasing period.
Inventories
Inventories are valued at whichever is the lower of the acquisition value in accordance with the so-called first-in-first-out principle and the true value, taking into
account the risk of obsolescence. The acquisition value of inventories of metals
from the company’s mines and of semi-finished and finished products manufactured
in house comprises the direct manufacturing costs plus a reasonable surcharge
for indirect manufacturing costs. Supplies inventories are valued at whichever is
the lower of the average acquisition value and the replacement value.
Taxes
The tax expense (income) for the period comprises current tax and deferred
tax.
Taxes are reported in the Income Statement except when the underlying
transaction is reported directly against shareholders’ equity, in which case the
associated fiscal effect is also reported against shareholders’ equity.
Current tax is the tax calculated on the tax-liable result for each period. The
year’s tax-liable result differs from the year’s reported result in that it has been
adjusted for non-taxable and non-deductible items. The Group’s current tax liability is calculated in accordance with the taxation rates stipulated or announced
on the Balance Sheet date.
Deferred tax is reported using the Balance Sheet method. This method stipulates that deferred tax liabilities are reported in the Balance Sheet for all tax-liable
temporary differences between reported and fiscal values of assets and liabilities.
Deferred tax receivables are reported in the Balance Sheet in respect of deficit
deductions and all deductible temporary differences to the extent that it is likely
that the amounts can be used to offset future tax-liable surpluses. The reported
value of deferred tax receivables is checked at the end of each accounting period
and reduced to the extent that it is no longer likely that sufficient tax surpluses
will be available for its use. Deferred tax is calculated in accordance with the
taxation rates that are expected to apply to the period in which the asset is recovered or the liability is settled.
Both deferred and current tax receivables and tax liabilities are offset when
they relate to income tax levied by the same tax authority and when the Group
intends to settle the tax in the form of a net amount.
Provisions
Provisions are reported when the Group has, or may be considered to have, an
obligation as a result of events that have occurred and it is likely that payments
will be required in order to fulfil this obligation. In addition, one of the prerequisites
is that it should be possible to make a reliable estimate of the amount to be
paid.
Provisions are made for the estimated reclamation costs that are expected
to arise when the operations are decommissioned and are reported as costs over
the total estimated operating period. The cost is reported as part of the cost of
goods sold. Provisions are broken down into short and long-term components.
Remuneration to employees
Pension undertakings
The Group’s companies have a variety of pension systems in accordance with
local conditions and practice in the countries in which they operate. They are
generally financed through payments made to insurance companies or through
own provisions determined through periodic actuarial calculations. The Group’s
provisions for pension undertakings are calculated in accordance with IAS 19,
Employee benefits.
For pension systems where the employer is committed to premium-based
solutions, the undertaking in relation to the employee ceases when the agreed
premiums have been paid. Premiums paid are booked as costs on an ongoing
basis.

Accounting principles

For other pension systems where a pension defined as a benefit has been contractually agreed, the undertaking does not cease until the agreed pensions have
been paid out. Boliden commissions independent actuaries to calculate pension
undertakings relating to defined benefit pension plan arrangements in each
country. These calculations take account of future salary increases, the discount
rate and the return on assets held for investment purposes, as well as other
significant actuarial assumptions.
The pension cost for the year comprises the present value of pensions earned
during the year, plus interest on the undertaking at the start of the year, less
deductions for the return on each pension plan’s assets held for investment
purposes. Amortisation of actuarial profits/losses and for changes to plans is
additional. Accumulated profits and/or losses totalling less than 10 per cent of
whichever is the higher of the pension undertaking and the true value of the assets
held for investment purposes are not amortised. When the accumulated profit
or loss exceeds this 10-per cent limit, the excess amount is amortised over the
average remaining period of employment of each pension plan’s employees. This
principle is applied to each pension plan.
Remuneration may be payable in the event of notice being given if an employee
is given notice prior to the end of the normal retirement date or when an employee resigns voluntarily. The Group reports a liability and a cost in connection
with a redundancy when Boliden can be proven either to have been compelled to
give the employee in question notice prior to the normal point in time for employment cessation, or to be obligated to provide remuneration on a voluntary basis
with a view to encouraging early retirement.

The Parent Company’s accounting principles
The Parent Company’s annual accounts are compiled in accordance with the
S wedish Annual Accounts Act, the Swedish Financial Accounting Standards
Council’s recommendation 32, Accounting for legal entities, and the statements
issued by the Swedish Financial Accounting Standards Council’s Emergency Issues
Task Force. RR 32 means that the Parent Company shall, in the annual accounts
for the legal entity, apply all EU-approved International Financial Reporting
S tandards (IFRS) and statements to the extent that this is possible within the
framework of the Swedish Annual Accounts Act and the Swedish law on the safeguarding of pension commitments (Tryggandelagen) and while taking into account
the connection between reporting and taxation. The recommendation specifies
the exceptions and additions to be made in relation to IFRS. The differences between the Group’s and the Parent Company’s accounting principles are described
below.
Reporting Group contributions
Boliden reports Group contributions and shareholders’ contributions in accordance with the statements issued by the Swedish Financial Accounting Standards
Council’s Emergency Issues Task Force, URA 7. Shareholders’ contributions are
booked directly against non-restricted equity by the recipient and as an increase
in the item “Participations in Group companies” by the contributor.
Group contributions provided and received for the purpose of minimising the
Group’s tax payments are reported as a decrease or increase in non-restricted
equity respectively. Their fiscal effect is also reported directly against share
holders’ equity and therefore has no impact on the result.

Share capital
Ordinary shares are classified as share capital. Transaction costs connected with
a new share issue are reported as a net amount after tax for deduction from the
issue proceeds received.
Information per segment
As a result of the organisational change that came into force as of 2007, the
company now reports its operations by segment in the form of Business Area
Mines and Business Area Smelters. The decision to change the segment reporting approach from the previous main products of Copper and Zinc was motivated
by a desire to ensure the reporting corresponded to the operational organisation.
The new organisation is intended to strengthen the synergies on the smelter side
of operations, to streamline and clarify the organisation, and to generate increased
competitiveness.
Business Area Mines comprises the operations of the mines at Aitik, in the
Boliden Area, at Garpenberg and at Tara. Production at Aitik primarily comprises
copper concentrate with some gold and silver content. Production at the other
mines comprises zinc, copper and lead concentrate. The copper and lead concentrate also contains some gold and silver.
Business Area Smelters comprises the Rönnskär and Harjavalta copper smelters and the Bergsöe lead smelter. Production primarily comprises copper, gold,
silver, lead and lead alloys. The Business Area also comprises the Kokkola and
Odda zinc smelters. Production primarily comprises zinc, but Odda also produces aluminium fluoride.
Business Area Market is responsible for all of the commercial aspects of
Boliden’s operations and for internal and external flows, which include both cash
flows and flows of smelting materials and finished metals. Business Area Market’s
operations are reported under Business Area Smelters segment.
Transactions between the Business Areas, primarily involving metal concentrates, are settled on market terms. The segment, Other, comprises, in addition
to Group staff functions and Group-wide functions not allocated to Mines or
Smelters, the elimination of intra-Group sales. The market valuation of financial
derivatives used to manage currency risks and metal price risks are reported
under Other until such time as the underlying flows are reflected in the Income
Statement.
The complementary information provided for geographical markets in Note
24 shows the location of the external clients, for revenue purposes. Assets and
investments are reported in each asset’s location.
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Notes
All amounts are in SEK million unless otherwise stated. All notes refer to the Group unless otherwise stated.

Note 1 Employees and personnel costs
The Parent Company has no employees. The Group management is employed by Boliden Mineral AB.
		
Average number of employees
2006

of whom
women

of whom		
men
2005

of whom
women

of whom
men

Subsidiaries
Sweden
Finland
Norway
Ireland
Other

2,291
1,138
385
678
27

324
164
59
30
10

1,967
974
326
648
17

2,262
1,166
391
683
28

301
160
59
33
10

1,961
1,006
332
650
18

Total in subsidiaries/Group

4,519

587

3,932

4,530

563

3,967

Percentage of women at corporate management level 2006
Board of Directors
Other senior executives

25%
20%*

2005
25%
12.5%

* Refers to the Group management as of 1st January 2007.

2006
Salaries, other remunerations and social security expenses

Salaries and
remunerations

2005

Social security
expenses

Salaries and
remunerations

Social security
expenses

Subsidiaries
1,909
(of which pension expenses)		

695
1,724
(336)		

649
(321)

The Group as a whole
1,909
(of which pension expenses)		

695
1,724
(336)		

649
(321)

2006

2005

Board of Directors
and President

Other
employees

Board of Directors
and President

Other
employees

Subsidiaries in Sweden
Subsidiaries abroad
Finland
Norway
Ireland
Other

12

898

15

803

4
6
3
–

435
177
359
15

2
2
5
–

396
156
327
18

Group total

25

1,884

24

1,700

Salaries and other remunerations broken down by country and
between Board Members etc. and other employees

Remunerations to senior executives
Principles
Fees as approved by the Annual General Meeting are payable to the Chairman of
the Board and to members of the Board. Employee representatives receive no
directors’ fees.
Remuneration paid to the President and senior executives comprises the
basic salary, variable remuneration pension benefits and other benefits. The term
“other senior executives” refers to the eight people who, together with the President, comprised the Group management in 2006.
The breakdown between basic salary and variable remuneration shall be proportional to the executive’s responsibilities and authority. The variable remuneration is maximised to 50 per cent of the basic salary for the President, while for
other senior executives, it is maximised to 30–40 per cent of the basic salary.
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Remunerations and other benefits during the year
Fees totalling SEK 800,000, of which SEK 50,000 comprised fees for work on
the Audit Committee, have been paid during the year to the Chairman of the Board,
who is not employed by the Group. Other Board Members not employed by the
Group have received fees totalling SEK 1,950,000, of which SEK 150,000 comprises fees for work on the Audit Committee.
The President of Boliden AB has received salary payments, variable remuneration and other benefits totalling SEK 10,849,626 during the year. The basic
salary accounts for SEK 4,980,000 of this compensation, while variable remuneration accounts for SEK 2,490,000, pension benefits account for SEK
3,212,232, and other benefits account for SEK 167,394.

Notes

Note 1, cont.

Note 3 Key expense items

A total of SEK 24,259,898 has been paid to remaining members of the Group
management (eight people) in salaries, variable remuneration and other benefits.
Basic salaries account for SEK 13,392,000 of this compensation, while variable
remuneration accounts for SEK 3,376,930, pension benefits for SEK 6,829,884
and other benefits for SEK 661,084.
The term “variable remuneration” refers to all variable remuneration reported
as costs in the 2006 financial year and paid out in 2007. Other benefits refer
primarily to company cars.

Raw materials costs
Personnel costs
Energy costs
Other external costs
Depreciation and amortisation according to plan

2006

2005

17,591
2,722
1,520
3,717
1,309

9,201
2,447
1,172
3,428
1,234

26,859

17,482

Variable remuneration
The variable remuneration paid to the President in 2006 was based on the Group’s
results in terms of non-restricted cash flow and return on shareholders’ equity.
The amount for 2006 corresponded to 50 per cent of the basic salary.
For other members of the Group management, 50 per cent of the variable
remuneration for 2006 was based on the Group targets and 50 per cent on their
personal sphere of responsibility and individual goals. The remunerations corresponded to 15-30 per cent of the basic salary.

The specification of key expense items relates to the following Income Statement
items: “Costs of goods sold”, “Selling expenses”, “Administrative expenses” and
“Research and development costs”.

Pensions
The President is contractually entitled to retire at the age of 60, at which time a
pension comprising 70 per cent of his basic salary will be paid up to the age of 65.
From the age of 65, the retirement pension comprises approx. 65 per cent of the
basic salary up to 30 times the income amount and 32.5 per cent of the salary
thereafter. The survivor’s pension comprises approximately 50 per cent of the
retirement pension.
The retirement age varies between 60 and 65 for other members of the Group
management. Where relevant, the pension will be paid between the ages of 60
and 65 at a rate of 70 per cent of the basic salary up to the age of 65, when the
normal retirement pension will be paid.

Result of land sale, Ireland
Compensation for sludge deliveries
Compensation for disputes
Rental income from industrial premises in Finland
Other

Severance pay
The President and the company have to give three and six months’ notice of the
termination of the President’s position respectively. If notice is given by the company, severance pay corresponding to 18 months’ salary is payable, over and above
the notice period pay. Other income is to be offset against the severance pay. No
severance pay is payable in the event of notice being given by the President.
Other members of the Group management have notice periods of three months
if they give notice themselves. If notice of termination is given by the company,
the period of notice is six months. In addition, severance pay varying between 12
and 18 months’ salary is payable. Other income shall be offset against the severance pay. No severance pay is payable in the event of notice being given by members of the Group management.

Note 2 Fees to auditors

Deloitte AB
Audit assignments
Other assignments

2006

2005

6
1

6
1

7

7

Note 4 Other operating income
2006

2005

–
24
36
29
80

24
23
–
26
40

169

113

Note 5 Interest income and other similar items

Interest income
Exchange rate differences
Other

2006

2005

71
6
8

14
9
3

85

26

Note 6 Interest expenses and other similar items

Interest on loans
Interest on currency futures
Other interest expenses
Exchange rate differences
Other

2006

2005

142
66
19
15
52

214
20
16
11
22

294

283

Interest expenses were positively affected by the lower debt/equity ratio and
better loan terms. Boliden’s average interest rate on the debt portfolio on 31st
December 2006 was 4.09 per cent.

The term “Audit assignments” refers to the auditing of the Annual Report and
book-keeping, and the administration by the Board of Directors and the President,
as well as to other duties incumbent on the company’s auditors, and to the provision of advice or other assistance occasioned by observations made in conjunction
with audits or the carrying out of such duties. Everything else is classified as
“Other assignments”.
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Note 7 Intangible fixed assets
Patents, licenses		
and similar rights
Goodwill
Acquisition values
Beginning of year
Investments
Reclassifications
Year’s translation differences

Total intangible
fixed assets

40
4
1
–2

3,159
–
–
–110

3,199
4
1
–112

Year-end
Amortisation according to plan
Beginning of year
Year’s amortisation
Year’s translation differences

43

3,049

3,092

–10
–6
1

–
–
–

–10
–6
1

Year-end

–15

–

–15

Closing balance

28

3,049

3,077

Amortisation according to plan, included in the operating profit
2006
2005

–6
–5

–
–

–6
–5

The company’s goodwill primarily relates to the synergy effects that arose in
conjunction with the acquisition of the operations from Outokumpu at the end of
December 2003. The consolidated goodwill has been allocated in its entirety to
the Group’s Smelters segment.
According to IFRS 3, goodwill is to be regarded as an asset with an indefinable
useful life and should therefore no longer be amortised. Instead, impairment tests
must be performed as soon as there are indications of the need for a write-down,
and additionally at least once a year.
The impairment tests are based on the Group’s annual budget and strategic
planning work, which are based on the assessed useful life of each of the mines. The
smelters and their associated goodwill have been assigned an indefinite useful life
and the cash flow forecasts therefore include an indeterminate period of time.
The present value of estimated future cash flows is based on the budget and
price forecasts adopted by the Board of Directors. The price forecasts are shown
in 2007 monetary values and neither income nor expenses are included during the
forecast period. The long-term price forecasts consist of an anticipated average
price over a single business cycle, generally 10 years. The long-term price forecasts
are currently as listed in the table.

Copper
Zinc
Lead
Gold
Silver

Metal prices

Treatment/refining charges Exchange rates

122 USc/lb
68 USc/lb
34 USc/lb
425 USD/oz
6.5 USD/oz

80 USD/tonne / 8.0 USc/lb
175 USD base 1 100 USD
165 USD base 570 USD

USD/SEK 8.00
USD/NOK 7.14
EUR/USD 1.13

The current weighted cost of capital, 11 per cent, is used as the discount rate.
The discounted cash flows are compared with the book value.
The impairment tests performed show that there was no need for a write-down
at the end of the 2006 financial year and that the impairment test would tolerate a
20 per cent deterioration in the input price parameters in Swedish kronor without
any need for a write-down arising. The closing day prices in Swedish kronor for copper
and zinc exceed the long-term price forecasts by 100 per cent and 148 per cent,
respectively.

Note 8 Tangible fixed assets
		Deferred
Buildings
mining
and land
costs
Acquisition values
Beginning of year
Investments
Sales and retirements
Reclassifications, etc.
Year’s translation differences

Machinery and
other technical
facilities

Equipment,
tools, fixtures
and fittings

New construction in
progress and advances,
fixed assets

Total tangible
fixed assets

4,893
117
–55
88
–133

2,755
424
–105
–
–33

16,990
1,067
–244
360
–385

1,269
22
–9
2
–84

136
213
–
–112
–6

26,043
1,843
–413
338
–641

Year-end
Depreciation according to plan
Depreciation according to plan
Year’s depreciation
Sales and retirements
Reclassifications, etc.
Year’s translation differences

4,910

3,041

17,788

1,200

231

27,170

–2,231
–164
54
–84
62

–919
–162
6
–42
3

–9,922
–938
200
–212
256

–1,056
–39
8
–
72

–
–
–
–
–

–14,128
–1,303
268
–338
393

Year-end

–2,363

–1,114

–10,616

–1,015

–

–15,108

2,547

1,927

7,172

185

231

12,062

–164
–174

–162
–129

–938
–886

–39
–40

–
–

–1,303
–1,229

Closing balance
Depreciation according to plan,
included in the operating profit
2006
2005

Notes

Cont., Note 8
The combined rateable value of the Group’s Swedish real estate is SEK 1,427 million
(SEK 1,425 m), of which buildings account for SEK 1,302 million (SEK 1,301 m).
The figures include SEK 92 million (SEK 92 m) in acquisition value and SEK 26
million (SEK 20 m) in accumulated depreciation for machinery held under financial
leasing agreements. Future payments in respect of financial leasing have been
taken into account under current and long-term liabilities.
Capitalised interest expenses relating to Rönnskär’s expansion are included in
the residual value according to plan for machinery in the amount of SEK 61 million
(SEK 64 m), using an interest rate of 6.8 per cent.

Capitalised interest expenses relating to Odda’s expansion are included in the
residual value according to plan for machinery in the amount of SEK 14 million
(SEK 16 m), using an interest rate of 4.04 per cent.
No interest expenses have been capitalised during the period.
Impairment tests have been carried out on tangible fixed assets in every unit.
The preconditions and assumptions have been the same as for intangible fixed assets, as described in Note 7.
The impairment tests carried out show that no need for write-downs existed at
the end of the financial year, on 31st December 2006.

Note 9 Operational leasing charges

The Group
Assets held via operational leasing agreements
Leasing charges paid during the financial year
Contracted future leasing charges
Maturity within one year
Maturity later than one year, but within five years
Maturity later than five years

2006

2005

44

60

29
31
4

42
50
5

Percentage
share

Book
value

Note 10 Participations in Group companies
Specification of the Parent Company’s and the Group’s holdings of participations in Group companies
Subsidiary/Co. reg. no./Registered office

Shares/
participations

Boliden Limited, 3977366, Toronto, Canada
85,811,638
100.0
Boliden Power Ltd, Canada			
Ontario Inc, Canada			
   Boliden BV, 18048775, Drunen, Netherlands			
    Boliden Apirsa S.L under liquidation, ESB-41518028, Aznalcóllar (Seville), Spain			
Boliden Mineral AB, 556231-6850, Skellefteå
1,650,000
100.0
Mineral Holding Finland OY, 1749578-3, Finland			
   Mineral Holding Sweden AB, 556610-2918, Skellefteå			
    Boliden Harjavalta OY, 1591739-9, Harjavalta, Finland			
     Nickel og Olivin A/S, 946255459, Ballangen, Norway			
    Boliden Kokkola OY, 455.720, Kokkola, Finland			
Boliden Zinc Commercial BV, 24191971, Rotterdam, Netherlands			
Boliden Commercial AB, 556158-2205, Skellefteå			
   Boliden Commercial UK Ltd, 5723781, Warwickshire, UK			
Tara Mines Holding Ltd, 60135, Navan, Ireland			
   Boliden Tara Mines Ltd, 33148, Navan, Ireland			
    APC Properties Ltd, 361022, Navan, Ireland			
    Irish Mine Development Ltd, 174811, Navan, Ireland			
   Tara Prospecting Ltd, 34434, Navan, Ireland			
   Tara Exploration and Development Company Ltd, E1292, Navan, Ireland			
    Dowth Investment Holdings Ltd, 338698, Toronto, Canada			
   Motet Investments Ltd, E3093, Navan, Ireland			
Mineral Holding Norway A/S, 986009183, Norway			
   Boliden Odda AS, 911177870, Odda, Norge			
    Hardanger Byggeselskap A/S, 930238821, Odda, Norway			
Boliden Bergsöe AB, 556041-8823, Landskrona			
   Boliden Bergsoe AS, A/S244629, Glostrup, Denmark			
   Boliden Bergsöe OY, 411.259, Vantaa, Finland			
Boliden International AB, 556040-1399, Skellefteå			
Boliden France Sarl, B 612,050,13800082, Boutervilliers, France			
   Other subsidiaries, dormant or of lesser significance			

–
–
–
–
–
3,911
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–

		

3,911

The Parent Company, Boliden AB, has received a dividend totalling SEK 6,531
million from Boliden Mineral AB during the year, SEK 4,534 of which refers to
anticipated dividends.

In December 2006, the investment companies, Boliden Rönnskär AB, Boliden
Gruvaktiebolag, Aitiks Gruvaktiebolag and Garpenbergs Gruvaktiebolag were
merged with Boliden Mineral AB.
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Note 11 Participations in associated companies
2006

2005

49
–5
3
14
–13
–3

38
–
–
9
–
2

45

49

Book value at beginning of year
Purchase price received for sale
Profit from sale
Share in associated companies’ profits for the year
Dividend
Translation differences
Book value at year-end

					
		
Registered
Number of
Percentage
Org nr
office
participations
participations
Indirectly owned
Tyssefaldene A/S

916958900

Tyssedal, Norway

20,937

40%

					

Value ofequity share
in Group
45
45

The participation in the staffing company. Proffspoolen i Skellefteå AB, was sold during the year.

Note 12 Taxes
Current tax expenses (–)/income (+)
Tax expenses for the period
Adjustment of tax attributable to previous years

2006

2005

–674
–9

–187
6

–683

–181

–477
106
–991

–181
45
–449

Deferred tax expenses (–)/tax income (+)
Deferred tax expenses in respect of temporary differences
Deferred tax income attributable to value of tax losses carried forward capitalised during the year
Deferred tax expense resulting from the utilisation of previously capitalised tax losses carried forward

–1,362

–585

–2,045

–766

Reported profit before tax
Tax according to current taxation rate
Fiscal effect of deductible participation loss
Correction of previous capitalised tax losses carried forward in respect of previous years
Fiscal effect of non-deductible expenses
Fiscal effect of non-taxable income
Adjustment of tax attributable to previous years
Fiscal effect of capitalised tax losses carried forward, net

8,313
–2,230
57
19
–11
23
–9
106

2,812
–770
–
–
–49
2
6
45

Total reported tax expenses (–)/tax income (+)

–2,045

–766

Total reported tax expenses (–)/tax income (+)
Reconciliation of effective tax

Tax expenses account for 24.6 per cent of the Group’s result before tax. The
anticipated tax expenses for 2006, 26.8 per cent, are calculated on the basis of
the current Group structure and current taxation rates in each country.
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Deferred tax receivable/tax liability
The receivable reported in the Balance Sheet and the provision for deferred tax come from the following assets and liabilities.
2006

2005

The Group	Deferred 	Deferred 		Deferred	Deferred
tax receivable tax liability
Net
tax receivable tax liability

Net

Intangible assets
Buildings and land
Machinery and fixtures and fittings
Deferred mining costs
Other tangible fixed assets
Inventories
Current receivables
Long-term liabilities
Long-term liabilities
Tax losses carried forward

–
39
19
–
–
2
–
159
280
92

–1
–124
–922
–125
–11
–313
–
–
–372
–

–1
–85
–903
–125
–11
–311
–
159
–92
92

–
44
27
–
–
–
–
180
324
977

–2
–197
–940
–121
–
–125
–1
–
–3
–

–2
–153
–913
–121
–
–125
–1
180
321
977

Total

591

–1,868

–1,277

1,552

–1,389

163

–591

591

–

–1,148

1,148

–

–

–1,277

–1,277

404

–241

163

Offset within companies
Total deferred tax receivable/tax liability

Change in deferred tax in respect of temporary differences and tax losses carried forward

The Group, 2006
Intangible assets
Buildings and land
Machinery and fixtures and fittings
Deferred mining costs
Other tangible fixed assets
Inventories
Current receivables
Long-term liabilities
Current liabilities
Tax losses carried forward
Total

The Group, 2005
Intangible assets
Intangible assets
Machinery and fixtures and fittings
Deferred mining costs
Closed out hedge
Other tangible fixed assets
Financial fixed assets
Inventories
Current receivables
Long-term liabilities
Current liabilities
Tax losses carried forward
Total

Amount at
beginning
of year

Reported in
the Income
Statement

Reported in		
shareholders’
Translation
equity
difference

–2
–153
–913
–121
–
–125
–1
180
321
977

1
70
–9
–9
–11
–187
1
22
–364
–876

–
–
–
–
–
–
–
–39
–49
–

–
–2
19
5
–
1
–
–4
–
–9

–1
–85
–903
–125
–11
–311
–
159
–92
92

163

–1,362

–88

10

–1,277

Amount at
beginning
of year

Reported in
the Income
Statement

–2
–448
–711
–
–44
–6
–3
–9
–1
116
–3
1,381

–
289
–230
–115
–
6
3
–118
–
–55
19
–384

–
–
–
–
44
–
–
–
–
113
305
–

–
6
28
–6
–
–
–
2
–
6
–
–20

–2
–153
–913
–121
–
–
–
–125
–1
180
321
977

270

–585

462

16

163

Reported in		
shareholders’
Translation
equity
difference

Amount at
end of
year

Amount at
end of
year
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Note 13 Inventories

Tax losses carried forward
Deferred tax receivables in respect of tax losses carried forward in Sweden have
been fully utilised, since the company believes that Boliden will be in a position to
generate sufficient taxable income in the future to benefit from these tax losses
carried forward. Unutilised tax losses carried forward for which a deferred tax
receivable has not been reported totalled SEK 35 million in Canada on 31st December 2006.
Tax issues
Please refer to Note 22, page 78.

Raw materials and consumables
Goods under manufacture
Finished goods and tradable goods

2006

2005

1,839
2,480
1,032

1,787
1,677
520

5,351

3,984

2006

2005

271
108
92
578
19

98
163
66
321
74

1,068

722

Note 14 Other current receivables

Prepaid option premiums
Derivative instruments with a positive market value
Other prepaid expenses and accrued income
VAT recoverable
Other current receivables

Note 15 Shareholders’ equity
2006
Share capital

2005

Number of 		
shares
SEK

Opening balance
289,387,169
New rights issue, May 2006, for redemption of convertible debenture
70,000
Closing balance
289,457,169

578,774,338
140,000
578,914,338

Number of
shares

SEK

289,387,169
–
289,387,169

578,774,338
–
578,774,338

Shareholders’ equity, SEK m			

2006

2005

Share capital			
Other reserves			
Profit carried forward, including profit for the year			

579
7,385
8,125

579
7,274
2,436

Total shareholders’ equity attributable to the Parent Company’s shareholders			

16,089

10,289

Shareholders’ equity per share, SEK			

55.58

35.55

		

2006

2005

Profit for the year attributable to the Parent Company’s shareholders, SEK m			

6,268

2,046

Opening number of shares			
New rights issue, May 2006, for redemption of convertible debenture			
Closing number of shares			
Average number of shares			

289,387,169
70,000
289,457,169
289,429,169

289,387,169
–
289,387,169
289,387,169

Earnings per share before dilution, SEK			

21.66

7.07

Earnings per share before dilution

Earnings per share after dilution			

2006

2005

Profit for the year attributable to the Parent Company’s shareholders, SEK m			

6,268

2,046

Average number of shares			
Effect of full conversion of convertible debenture			

289,429,169
–

289,387,169
395,694

Average number of shares after dilution			

289,429,169

289,782,863

Earnings per share after dilution, SEK			

21.66

7.06
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On 3rd May 2007, Boliden’s Board of Directors will propose to the Annual General Meeting that a dividend of SEK 4 (SEK 2) per share be paid, equivalent to a
total of SEK 1,157,828,676. According to Boliden’s dividend policy, approximately one third of the profit after tax is to be distributed to the shareholders
over a single business cycle. The Board must take the company’s developmental
and investment requirements into account in its annual dividend proposal.
Boliden’s Board will also propose to the Annual General Meeting that it approve
the redemption of the company’s own shares, in view of the fact that Boliden’s

Balance Sheet is now considerably stronger than that required for the ongoing
future development of the company. Subject to the Meeting’s approval of the
Board’s proposal, every Boliden share will be split into two shares. One of these
two will then automatically be redeemed for a cash redemption sum of SEK 12,
giving a total of SEK 3,473,486,028. The redemption procedure will take place
automatically and no action will be required on the part of the shareholders in
order to receive the redemption payment. It is calculated that disbursement of
the redemption payments will be possible during the latter half of June 2007.

Note 16 Provisions for pensions and similar undertakings
Boliden has defined benefit pension plans in Sweden, Norway and Ireland that may
or may not be placed in funds. Pension undertakings in Sweden are covered by the
Swedish PRI/FPG system and by insurance companies. The majority of the pension
undertakings for salaried employees in Sweden are administered via Alecta.
Alecta is unable to supply sufficient information for the ITP plan (supplementary
pensions for salaried employees) to be reported as a defined benefit plan, and it
is subsequently reported in accordance with URA 42 as a defined contribution
plan. A surplus in Alecta can be allocated to the policyholders and/or those insured.
At the end of the year, Alecta’s collective consolidation level was 143 per cent

(129%). The collective consolidation level comprises the market value of Alecta’s
assets as a percentage of the insurance undertakings calculated in accordance
with Alecta’s actuarial calculation assumptions, which do not correspond with
those of IAS 19. Pension arrangements outside Sweden are adapted to local
conditions and are a function of the number of years worked and the final salary.
They are generally coordinated with national pension schemes. Defined contribution pension plans have been established in Sweden and Finland. Provisions for
pension undertakings are reported in accordance with IAS 19, Employee benefits.
Sweden

Significant actuarial assumptions (weighted averages)
Discount rate, per cent
Assumed return on assets held for investment purposes, per cent
Future pay increases, per cent
Future pension increases, per cent
Assumption concerning remaining working years for employees

Norway

Ireland

2006

2005

2006

2005

2006

2005

4.5
–
3.0
2.0
13.4

4.5
–
2.5
1.5
14.5

4.4
5.4
3.1
0.6
12.0

5.5
6.5
2.5
2.5
15.0

4.7
7.1
2.5
1.5
17.0

4.3
5.6
2.5
1.5
18.0

Provisions
PRI/FPG undertakings
Undertakings for underground workers in Sweden
Undertakings in Norway
Undertakings in Ireland
Other undertakings

Reconciliation of value according to the Balance Sheet

2006

2005

37
218
66
165
7

26
207
73
188
9

493

503

2006

2005

Book value at beginning of year
Reported in the Income Statement
Payments
Translation difference

503
68
–71
–7

475
67
–55
16

Book value at year-end

493

503

Specification of provisions for pensions
Present value of undertakings placed in funds
Present value of undertakings not placed in funds
Market valuation of assets held for investment purposes
Unrealised actuarial profits

Specification of costs

2006

2005

1,744
353
–1,571
–33

1,710
320
–1,418
–109

493

503

2006

2005

Benefits earned over the period
Interest on undertaking
Anticipated return on assets held for investment purposes
Actuarial profits/losses

59
92
–84
1

60
88
–81
0

Total cost of defined benefit plans
Cost of defined contribution plans

68
268

67
254

336

321

Actual return on assets held for investment purposes

159

161

The assets held for investment purposes primarily comprise shares and interest-bearing securities

2006

2005

Shares and participations
Interest-bearing securities, etc.

1,169
402

938
480

Notes

Note 17 Other provisions

Provision for cost of restructuring measures
Reclamation costs
Provision for fines relating to the copper cartel
Undertaking for operations sold
Other
Of which:
Long-term
Short-term

In September 2004, the European Commission fined Boliden and two of its former
subsidiaries, Boliden Cuivre et Zinc SA (“BCZ”), and its parent company,
Boliden Fabrication AB, the sum of EUR 32.6 million (approximately SEK 300
million) in proceedings pursuant to Article 81 of the Treaty on European Union
and Article 53 of the EEA Agreement entered into in August 2003. Seven other
companies were fined at the same time. Boliden has made a provision for the fine.
According to the European Commission, BCZ and the other companies have engaged in activities designed to restrict competition in the European market for

The Group, 2006

2006

2005

13
591
297
50
67

10
527
297
50
73

1,018

957

965
53

919
38

1,018

957

sanitary copper tubing during the period from 1988 to 2001. In all significant
respects, Boliden has acknowledged the European Commission’s description of
the factual circumstances but has, in its appeal against the Commission’s ruling,
requested a reduction in the amount of the fine. BCZ and Boliden Fabrication AB
have been transferred to Outokumpu. Boliden has now undertaken to indemnify
Outokumpu for claims that may relate to the period before the companies were
transferred to Outokumpu.

Reclamation costs

Copper cartel

Other

Total

Book value at beginning of year
Additions to existing provisions
Reversal of existing provisions
Reclassifications
Payments
Translation difference

527
112
–
4
–36
–16

297
–
–
–
–
–

133
7
–1
–4
–4
–1

957
119
–1
–
–40
–17

Book value at year-end

591

297

130

1,018

Anticipated date of outflow of resources:
2007
2008
2009 and 2010
2011 and later

49
40
80
422

–
297
–
–

4
4
8
114

53
341
88
536

591

297

130

1,018

The Group, 2005

Reclamation costs

Copper cartel

Other

Total

Book value at beginning of year
New provisions
Additions to existing provisions
Reversal of existing provisions
Reclassifications
Payments
Translation difference

363
–
121
–
50
–31
24

297
–
–
–
–
–
–

189
2
11
–14
–50
–5
–

849
2
132
–14
–
–36
24

Book value at year-end

527

297

133

957

Anticipated date of outflow of resources:
2006
2007
2008 and 2009
2010 and later

35
30
60
402

–
297
–
–

3
3
8
119

38
330
68
521

527

297

133

957
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Provisions for reclamation costs are made on the basis of an assessment of future
costs based on current technology and other conditions. Provisions are made for
the estimated reclamation costs and are booked as costs over the total estimated operating period. Gradual reclamation is preferable, although most of the

reclamation work is done after a decision concerning decommissioning. In historical terms, Boliden has succeeded in extending the useful life of its mining assets
compared with the original plans. Reclamation provisions are reviewed on an on
going basis.

Note 18 Financial risk management
The Boliden Group is exposed to a number of financial risks. Changes in metal
prices, treatment charges, exchange rates and interest rates affect the Group’s
profits and cash flows. The pricing terms for Boliden’s products are largely determined on free financial markets, such as the London Metal Exchange, and the
currency and money markets. Boliden is also exposed to refinancing and liquidity
risks and energy price risk, as well as credit and counterparty risks.
Boliden has a centralised treasury function primarily tasked with managing
financial risks and providing support to the management and operative units. The
treasury function is also responsible for identifying and efficiently limiting the
Group’s financial risks in line with the adopted finance policy. This centralisation
leads to healthy internal risk control, as well as financial and administrative
economies of scale. The Group’s finance policy is adopted by the Board of Directors
and regulates the way in which the financial risks should be managed.
Currency risk/metal price risk
Through its operations, Boliden is exposed to both currency rate risks and metal
price risks, in that changes in exchange rates and metal prices affect the Group’s
profits and cash flow. The Group’s currency rate and metal price exposure covers
transaction exposure, structural exposure and translation exposure.
Transaction exposure – contracted
This type of risk arises when undertakings are made to participate in a transaction
at a fixed value and which are not compensated for by a simultaneous opposite
transaction of a corresponding size and nature. The Group buys metals in the form
of raw materials which it processes into refined metals, but the metal prices and
exchange rates (acquisition values) may differ from the final sales value, largely
as a result of variations in size, purchasing date, processing and selling. Furthermore, some customers demand fixed prices in different currencies that are set
well in advance of delivery. Group policy stipulates that these risks must always
be hedged in full. The Group uses futures contracts to ensure that the Group, in
conjunction with the sale, receives the same price in the same currency as that
used to pay for the raw material.
Structural exposure – forecast
The Group’s structural exposure arises from the fact that a substantial percentage of the Group’s future income – primarily that relating to extracted metals and
to treatment and refining charges – is affected by fluctuations in metal prices and
exchange rates. The Group can use financial derivative contracts, such as futures
and option agreements, to hedge against metal price and/or exchange rate fluctuations in relation to forecast metal sales. The Group also has process stocks in
its smelters, the size of which is maintained at a constant risk level .The prices of
metals held in process stocks are not hedged and changes in these metal prices
impact the Group’s profits.
Translation exposure
When the net assets (shareholders’ equity and surplus values allocated Groupwise
to overseas subsidiaries) of foreign Group companies are converted into Swedish
kronor, a translation difference arises in conjunction with exchange rate fluctuations, and this has an impact on the Group’s shareholders’ equity. The finance
policy stipulates that the effect of this exposure is to be eliminated by utilising

currency futures and external borrowing in the corresponding foreign currency.
Interest rate risk
The term “interest risk” refers to the way in which fluctuations in the market interest rate affect the Group’s profits and cash flows. The speed with which a lasting
change in interest rates impacts on the Group’s net financial items depends on the
fixed interest term of the loans. On 31st December 2006, the Group’s loan portfolio had a weighted average fixed interest term of 2.9 months. On an annual basis,
a change of one percentage point in the market interest rate entails an effect on
the result of SEK +/- 2 million, calculated on the basis of the net debt on 31st
December 2006.
Energy price risks
Boliden conducts energy-intensive operations and is thus vulnerable to the longterm energy price trend. Boliden therefore endeavours to use long-term hedging
and has, in this way, secured the majority of its requirements in the form of supplier contracts at fixed prices. The hedging is also complemented on an ongoing
basis with electricity derivatives over a five-year horizon.
Refinancing risk and current liquidity
The term “refinancing and liquidity risk” refers to the risk that Boliden will be unable
to extend existing loans or meet its payment undertakings due to insufficient liquidity. Boliden limits its refinancing risk by ensuring that its gross loan liability has a
healthy counterparty spread and length. Boliden works actively to ensure satisfactory current liquidity by making appropriate use of unutilised credit facilities. At
the turn of the year, Boliden’s current liquidity in liquid assets and unutilised binding credit facilities amounted to SEK 8,826 million. Boliden has established a cash
pool structure that enables it to maintain a central overview of liquidity flows and
ensure efficient management of the Group’s overall liquidity.
Credit and counterparty risk
The term “credit and counterparty risk” refers to the risk that a counterparty in a
transaction may fail to fulfil their obligation, thus causing the Group to incur a loss.
In order to limit counterparty risk, only highly creditworthy counterparties are
accepted in accordance with the adopted finance policy, and wherever possible,
the commitment per counterparty is limited.
Boliden is primarily exposed to counterparty risk when trading in derivative
instruments. In order to limit this exposure, netting agreements have been signed
in accordance with the stipulations of the International Swaps and Derivatives
Association (ISDA). On 31st December 2006, the total counterparty exposure
in derivative instruments was SEK -521 million (net liability to banks and metal
brokers).
Risk Management and insurance
The objective of the Risk Management function at Boliden is to minimise the total
cost of the Group’s damage and injury risks. This is achieved both by continuously
enhancing the damage and injury prevention and control work conducted within
the operations, and by introducing and developing Group-wide insurance solutions.
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Note 19 Liabilities to credit institutions
Liabilities to credit institutions

Maturity structure

					
		
Interest
Reported
Within
SEK m
Currency
rate, %
value
1 year
Debenture loan
Debenture loan
Commercial paper
Financial leasing, other

SEK
4.02
EUR
4.41
SEK
3.19
SEK		

Total, Boliden			

Credit facilities
In order to limit its refinancing risk and ensure that it has a liquidity reserve,
Boliden has arranged a syndicated credit facility of EUR 600 million. This facility
runs until 2011 and has an option to extend by up to a further two years. This
facility was, by 31st December 2006, unutilised.
Boliden has actively worked to extend the maturity structure of its debt portfolio. During the past year, Boliden has issued a number of directed debenture
loans to Swedish and Nordic institutions, and as a result, by 31st December 2006,
the Group had a total of SEK 2,284 million in outstanding bonds with a term of
between 6 and 9 years.

More than
1 year but
within 5 years

More than
5 years

1,469			
815			
199
199		
46
29
12

1,469
815

2,529

2,289

228

12

5

In addition, Boliden has confirmed bilateral credit facilities with a total value of
SEK 400 million. At the turn of the year, these had not been utilised.
Boliden’s short-term borrowing consists of a Swedish commercial paper
programme with a framework amount of SEK 1,500 million. On 31st December
2006, a total of SEK 199 million was outstanding. The programme will be kept
active in order to meet the Group’s short-term borrowing requirements.
The average contractual term of the loan liability on 31st December 2006 was
6.6 years. The average interest rate in the debt portfolio was 4.1%. Boliden’s
current liquidity, in the form of liquid assets and unutilised credit facilities, totalled
SEK 8,826 million.

Note 20 Financial derivative instruments
Boliden uses financial derivative instruments to manage currency rate risks and
metal price risks arising within its operations. Financial derivative instruments
used to hedge forecast payment flows are reported as hedge accounting, which
means that unrealised profits (market values) are reported under shareholders’
equity until such time as the underlying flows are reflected in the Income Statement.
Outstanding financial
derivate instruments, SEK m

Nominal
amount

Currency derivatives intended
to hedge currency exposure		
Currency futures
8,709
Currency options
–
Currency derivatives intended to hedge
forecast commercial payment flows
Currency futures
213
Currency options
8,237
Raw materials derivatives intended to
hedge currency exposure
Raw materials derivatives
–2,134
Raw materials derivatives intended to hedge
forecast commercial payment flows
Raw materials derivatives
8,712
Total

23,737

Reported
value
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2006

USD		
EUR		
NOK		
CAD		
GBP		
DKK		

15,738
5,586
2,421
–92
92
–8

Total		

23,737

The table above shows nominal amounts.

29
–

25
354

Maturity structure, derivative instruments
nominal amounts, SEK m
2007

2008

2009

Currency derivatives

11,304

2,748

3,107

658

2,813

3,107

11,962

5,561

6,214

Raw materials derivatives
Total

181

–1,110
–521

The reported value corresponds to the true value and has been calculated on the
basis of official market quotations and in accordance with customary calculation
methods.
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Currency breakdown, outstanding derivative instruments, SEK m

Currency derivatives in respect of the hedging
of forecast commercial payment flows
Currency contracts in respect of the hedging of forecast commercial payment
flows in USD/SEK, on 31st December 2006, are shown in summary form in the
table below. Boliden’s other currency risks in respect of forecast exposure are,
essentially, unhedged.

Notes

Cont., Note 20
			
		
Currency
USD m		
futures
Maturity, 2007

amount, sold
rate 1)

Maturity 2008
Maturity 2009

Currency
options
Floor

31
7.59

Forecast
exposure
Budget

Percentage
hedged

352
1,234
7.16		

31 %

amount, sold		
rate 1)		

395
1,105
6.72		

36 %

amount, sold		
rate 1)		

452
1,072
6		

42 %

Total, unrealised contracts		
SEK m
Market value of unrealised contracts 2)

31
24

1) Recognition rate for currency futures and strikes for put options. The rates for options have
been calculated as weighted strike rates in the portfolio. The floors in the options portfolio are
in the USD/SEK 6.00-7.40 range.

1,199
354

3,411

36 %

2) Outstanding currency and options contracts valued at market value.

Raw material derivatives in respect of metal price hedging of
f orecast payment flows
The table below provides a summary of Boliden’s metal price hedging for copper,
lead, gold and silver on 31st December 2006 in respect of forecast metal price
exposure in relation to forecast flows. Boliden’s other metal price risks in respect
of forecast exposure are, in every significant respect, unhedged.

		
Maturity 2007

Maturity 2008

Maturity 2009

Market value of outstanding contracts

Copper

Lead

Gold

Silver

Hedged share of
price exposure,
price 1)

89 %
3,966

48 %
1,191

96 %
578

58 %
9.26

Hedged share of
price exposure,
price 1)

70 %
6,394

50 %
1,315

70 %
665

70 %
13.15

Hedged share of
price exposure,
price 1)

70 %
5,920

50 %
1,252

70 %
702

70 %
14.59

–815

– 78

– 91

– 126

2006

2005

–

462

292
29

261
176

321

437

SEK m

1) Contract rate, USD/tonne for copper and lead, USD/oz for gold and silver.

Note 21 Other current liabilities

Accrued salaries and social security expenses
Accrued interest expenses
Derivative instruments with a negative market value
Other accrued costs and prepaid income
Other operating liabilities

Note 22 Pledged assets
2006

2005

460
15
1,110
337
313

302
62
1,087
295
237

2,235

1,983

Pledged assets
Operating capital
Contingent liabilities
Other sureties and guarantees
Agreed residual values according to leasing contracts

In addition to the above specifications under the heading of contingent liabilities
and the details included in the financial information, it is possible that the Group
may incur environmentally related contingent liabilities or contingent liabilities
attributable to legal proceedings which cannot currently be calculated although
they may in the future entail costs or investments.
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Legal proceedings
Overview
Boliden conducts extensive domestic and international operations and is occasionally involved in disputes and legal proceedings arising in the course of these operations. These disputes and legal proceedings are not expected, either individually or together, to have any significant negative impact on Boliden’s operating
profits, profitability or financial position, over and above that detailed below.
Disputes
Copper tubing cartel
In September 2004, the European Commission fined Boliden AB and its two
former subsidiaries, Boliden Cuivre et Zinc SA (“BCZ”) and its parent company,
Boliden Fabrication AB. The fine totalled EUR 32.6 million (approximately SEK
300 m). At the same time, seven other companies were fined. Boliden has made
a provision for the fine. According to the European Commission, BCZ and the
other companies have engaged in activities designed to restrict competition in
the European market for sanitary copper tubing during the period from 1988 to
2001. In all significant respects, Boliden has acknowledged the European Commission’s description of the factual circumstances but has, in its appeal against
the Commission’s ruling, requested a reduction in the amount of the fine.
During 2005, Boliden and its two former subsidiaries received summonses
as part of three class actions that have been brought in the USA against all the
companies covered by the European Commission’s ruling. The plaintiffs are persons who claim to be so-called indirect buyers of sanitary copper tubing and also
claim to represent all other such buyers. In all cases, the plaintiffs’ suit is based
on the infringements identified in the European Commission’s ruling and in all
cases, the plaintiffs are requesting triple damages, as well as other compensation,
the amount of which remains unspecified. Neither Boliden nor either of its two
former subsidiaries has sold sanitary copper tubing in the US during the relevant
period and Boliden argues that the US courts do not have the authority to deal
with the suits in question, as brought against Boliden and its former subsidiaries.
Apart from the three cases in which summonses have been received, there are,
to the best of Boliden’s knowledge, two other similar cases that have been brought.
Boliden cannot exclude the possibility that other similar cases may be initiated.
Boliden is at present unable to judge the outcome of either the class actions or
of potential other measures taken by individuals or authorities on the basis of the
European Commission’s ruling and the alleged infringements. The company,
however, intends to dispute all such measures vigorously.
BCZ and Boliden Fabrication AB have been transferred to Outokumpu. Boliden
has undertaken to indemnify Outokumpu for any and all claims that may arise
relating to the period up to the transfer of the companies to Outokumpu.
Disputes arising from the dam breach accident in Spain
In April 1998, a dam breach occurred in a tailings pond at the Los Frailes mine in
Spain, which was then owned by Boliden’s subsidiary, Boliden Apirsa S.L.
( “Apirsa”).
Following the dam breach, criminal proceedings were initiated against Apirsa
and its representatives. In December 2000, the prosecutor withdrew the proceedings. The decision to withdraw was appealed, but the appeal was rejected by
a final decision in November 2001. The criminal proceedings determined that the
accident was caused by design and construction errors in the dam, not by Apirsa’s
operations at the mine.
Notwithstanding the outcome of the criminal proceedings, the Spanish Ministry of the Environment has declared Apirsa liable to pay an amount corresponding to approximately EUR 45 million (approximately SEK 408 m) in clean-up costs,
damages and fines. Apirsa’s appeal was rejected by the Spanish Supreme Court
on 26th November 2004. Apirsa has appealed to the Spanish Constitutional
Court. The Spanish Ministry of the Environment has demanded payment from
Apirsa and this has resulted in Apirsa initiating so-called insolvency proceedings
in January 2005 in order to ensure an orderly closure of the company. Regardless
of the insolvency proceedings, Apirsa is able to pursue the proceedings mentioned
below against the companies responsible for the design and construction of the
dam at which the accident occurred.
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As a result of the dam breach, the local government (the Junta de Andalucia) sued
Apirsa, Boliden BV and Boliden AB in a civil court for damages totalling approximately EUR 89 million (approximately SEK 806 m). The suit was dismissed on
formal legal grounds. The ruling was appealed, but the appeal was rejected by a
higher court in the autumn of 2003. Since the dismissal of the suit in the civil
court, the local government in Andalusia has initiated administrative proceedings
against Apirsa, Boliden BV and Boliden AB in respect of the same claim. In these
proceedings, the Junta de Andalucia has itself imposed an obligation on the three
Boliden companies to pay the amount claimed. Apirsa, Boliden BV and Boliden AB
are currently appealing this decision and have requested the court to grant them
a stay of enforcement until such time as the case has been settled. This stay of
enforcement has been granted on condition that a bond of EUR 108 million (approximately SEK 978 m) be provided. The three companies have appealed the
decision concerning the provision of a bond.
Based on the legal advice and opinions given by the company’s Spanish legal
counsel, Boliden’s overall view is that the company will not suffer any substantial
financial damage as a result of the legal proceedings described.
During 2002, following the determination in the criminal proceedings that the
dam breach was caused by design and construction errors, Apirsa initiated
proceedings in civil court against the companies responsible for the dam’s design
and construction and against their insurance companies. The court held the main
proceedings in the case in the summer of 2006 and a judgement was rendered
in November. The judgement rejected Apirsa’s claim. Apirsa has appealed the
judgement.
Class action in Canada
Two class actions, one in British Columbia and one in Ontario, both claiming damages, have been brought by people who acquired shares in Boliden Ltd. in connection with its stock market flotation in Toronto in 1997. Both cases are based on
claims that the information in the prospectus issued in conjunction with the flotation gave an inaccurate picture of the circumstances surrounding the dam at the
Los Frailes mine in Spain where an accident occurred in 1998.
In both class actions, out-of-court settlement agreements have been reached
between the parties. The agreements have been approved by court. Under the
terms of a contingent liability, Trelleborg AB is responsible for all settlement
costs. Trelleborg has made all relevant payments
Tax issues
Write-down of receivables
As a result of the 2002 audit of Boliden Treasury’s tax returns for the 1998-2002
financial years, the Swedish National Tax Board has disallowed the deductions
made for write-downs of receivables from associated companies totalling SEK
2,043 million and has imposed a tax surcharge of SEK 29 million on the company.
The company appealed the ruling to the County Administrative Court and was
granted a payment respite for the tax surcharge until such time as the case is
settled. The County Administrative Court rejected this appeal. The company has
appealed this ruling to the Administrative Court of Appeal. The questioned tax
loss carried forward has not been valued and is not included in deferred tax receivables. The company has made no provisions.
Odda
The Norwegian tax authority has questioned some of the circumstances surrounding a zinc reprocessing agreement between Boliden Odda AS and Boliden
Zink Commercial BV. The written exchange between Boliden Odda and the Norwegian tax authority indicates that the tax authority believes that it has grounds
for asserting that the agreement was not concluded on market terms. The company takes the view that the outlook is good for showing that the agreement was
concluded on market terms. The company has made no provisions.

Notes

Note 23 Supplementary information to the statements of cash flow
The Statements of Cash Flow are drawn up in accordance with the indirect
method.
Interest paid
Interest received
Interest paid
Interest on external loans
Interest on currency futures
Other interest expenses

2006

2005

71

33

–159
–63
–6

–213
–19
–5

–228

–237

Liquid assets

2006

2005

The following items are included in liquid assets:
Cash and bank balances
Short-term investments

2,300
896

438
1,082

3,196

1,520

The short-term investments included in liquid assets comprise investments with a
term of three months or less and which can be easily converted into liquid assets.

Note 24 Information per business line and geographical market
For additional information, please refer to “Accounting principles” for segment
reporting on page 65.
Primary segments – Business Areas
2006			
Mines
Smelters
External revenues
Effect on profit of metal price and currency hedging
Internal revenues

2
–2,259
9,518

37,537
–42
19

Other, incl.
eliminations

The Group

–1
–24
–9,537

37,538
–2,325
–

Revenues
7,261
37,514
–9,562
Share in associated companies’ profits
–
14
3
Operating profit
3,010
5,652
–140
Net financial items				
Profit after net financial items				
Taxes				
Net profit for the year

			

35,213
17
8,522
–209
8,313
–2,045
6,268

Intangible assets
Tangible assets
Share of equity
Inventories
Other receivables

89
4,416
–
254
921

2,988
7,569
45
5,096
2,716

–
77
–
1
–462

3,077
12,062
45
5,351
3,175

Assets
Provisions, other than for pensions and tax
Other liabilities

5,680
278
1,010

18,414
257
3,683

–384
483
332

23,710
1,018
5,025

Liabilities

1,288

3,940

815

6,043

Capital employed

4,392

14,474

–1,199

17,667

Depreciation

543

765

1

1,309

Investments

1,065

782

–

1,847

25

50

–
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Significant expenses as yet unpaid

Notes

Cont., Note 24
			
2005
Mines
Smelters
External revenues
Effect on profit of metal price and currency hedging
Internal revenues

5
–315
4,952

Other, incl.
eliminations

The Group

–
–65
–4,998

20,735
–294
–

20,730
86
46

Revenues
4,642
20,862
–5,063
Share in associated companies’ profits
–
11
–2
Operating profit
1,117
2,210
–258
Net financial items				
Profit after net financial items				
Taxes				

20,441
9
3,069
–257
2,812
–766

Net profit for the year				

2,046

Intangible assets
Tangible assets
Share of equity
Inventories
Other receivables

93
4,099
–
141
730

3,097
7,724
47
3,842
1,644

–
91
2
1
–539

3,190
11,914
49
3,984
1,835

Assets
Provisions, other than for
pensions and tax
Other liabilities

5,063

16,354

–445

20,972

253
690

146
2,880

559
622

958
4,192

Liabilities
Capital employed

943

3,026

1,181

5,150

4,120

13,328

–1,626

15,822

Depreciation

504

755

–25

1,234

Investments

934

402

1

1,337

–

50

41

91

Significant expenses as yet unpaid

Note 25 Transactions with affiliates

Secondary segments – geographical areas
Sales figures are based on the country in which the customer is located. Assets and investments are reported in the location of the asset.
Revenues
Sweden
Rest of the Nordic region
Rest of Europe
North America
Other markets

Assets in capital employed

2006

2005

6,733
6,311
21,245
111
813

4,058
4,195
12,025
153
10

35,213

20,441

2006

2005

16,750
3,075
1,655
2,157
73

13,990
3,073
1,800
1,964
145

23,710

20,972

Investments in tangible and intangible assets

2006

2005

Sweden
Finland
Norway
Ireland

1,173
306
103
265

835
144
80
278

1,847

1,337

Sweden
Finland
Norway
Ireland
Other countries
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No Member of the Board or senior executive at the company participates or has
participated, either directly or indirectly, in any business transactions occurring
during the current or previous financial year between themselves and the company which are or were unusual by nature in respect of their terms. Nor has the
Group granted loans, issued guarantees or provided sureties to any of the Members of the Board or senior executives of the company.

To the best of the President’s and the Board of Directors’ knowledge, the Annual Report has been compiled in compliance with generally
accepted accounting principles for listed companies in Sweden. The details presented are consistent with actual circumstances within
the operations and nothing of major significance that might affect the image of the Group and the Parent Company presented in the Annual
Report has been omitted.
The annual accounts and the consolidated accounts were approved for publication by the Board of Directors on 15th March 2007.
The Consolidated Income Statement and Balance Sheet and the Parent Company’s Income Statement and Balance Sheet will be submitted
for adoption to the Annual General Meeting on 3rd May 2007.

Stockholm, 15th March 2007

		
		

Anders Ullberg
Chairman

Carl Bennet
Marie Berglund
Deputy Chairman of the Board		

Jan Johansson
President & CEO

Bo Karlsson

Alf Lindén

Ulla Litzén

Leif Rönnbäck

Matti Sundberg

Anders Sundström

		

Lars Sundström

Our Audit Report was submitted on 15th March 2007.

Hans Pihl
Authorised Public Accountant

Björn Sundkvist
Authorised Public Accountant
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Audit Report

Audit Report
To the annual meeting of the shareholders of Boliden AB
Corporate identity number 556051-4142

We have audited the annual accounts, the consolidated accounts, the
accounting records and the administration of the board of directors and
the managing director of Boliden AB for the financial year 2006. The
annual accounts and the consolidated accounts are presented in the
printed version of this document on pages 49-81. The board of directors
and the managing director are responsible for these accounts and the
administration of the company as well as for the application of the
A nnual Accounts Act when preparing the annual accounts and the
application of international financial reporting standards IFRSs as
adopted by the EU and the Annual Accounts Act when preparing the
consolidated accounts. Our responsibility is to express an opinion on
the annual accounts, the consolidated accounts and the administration
based on our audit.
We conducted our audit in accordance with generally accepted
auditing standards in Sweden. Those standards require that we plan
and perform the audit to obtain reasonable assurance that the annual
accounts and the consolidated accounts are free of material misstate
ment. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the accounts. An audit also includes
assessing the accounting principles used and their application by the
board of directors and the managing director and significant estimates
made by the board of directors and the managing director when prepar
ing the annual accounts and consolidated accounts as well as evaluating
the overall presentation of information in the annual accounts and the
consolidated accounts. As a basis for our opinion concerning discharge

from liability, we examined significant decisions, actions taken and
circumstances of the company in order to be able to determine the
liability, if any, to the company of any board member or the managing
director. We also examined whether any board member or the manag
ing director has, in any other way, acted in contravention of the
Companies Act, the Annual Accounts Act or the Articles of Association.
We believe that our audit provides a reasonable basis for our opinion set
out below.
The annual accounts have been prepared in accordance with the
Annual Accounts Act and give a true and fair view of the company’s
financial position and results of operations in accordance with gener
ally accepted accounting principles in Sweden. The consolidated ac
counts have been prepared in accordance with international financial
reporting standards IFRSs as adopted by the EU and the Annual
Accounts Act and give a true and fair view of the group’s financial
position and results of operations. The statutory administration report
is consistent with the other parts of the annual accounts and the con
solidated accounts.
We recommend to the annual meeting of shareholders that the in
come statements and balance sheets of the parent company and the
group be adopted, that the profit of the parent company be dealt with
in accordance with the proposal in the administration report and that
the members of the board of directors and the managing director be
discharged from liability for the financial year.

Stockholm, 15th March 2007

Hans Pihl
Authorised Public Accountant
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Björn Sundkvist
Authorised Public Accountant

Ore reserves and mineral resources

Ore reserves and mineral resources
Ore reserves and mineral resources have been calculated and compiled
in accordance with the Australasian Institute of Mining and Metallur
gy’s JORC code. This is comparable with, and equivalent to, “CIM
Standards on Mineral Resources and Mineral Reserves, Definitions
and Guidelines” adopted by CIM on 20th August 2000, which consti
tutes that part of the Ontario Securities Commission (OSC) rules and
regulations, National Instrument 43–101, that regulates how ore reserves
and mineral resources should be reported.
Boliden complies with and reports in accordance with NI 43–101 and
the recommendations accepted by SveMin, which, wherever applicable,
are identical to the Canadian rules.
The mineral resources and ore reserves have been compiled under the
supervision of Mati Sallert, a “Qualified Person” according to NI 43–101
and registered as a “Qualified Person” by SveMin.
Mati Sallert is a member of the AusIMM, and has more than 35 years’
experience in the mining and minerals industry.
Calculations for the Swedish operations have been carried out under
the supervision of Gunnar Agmalm, Ore Reserves and Project Evalua
tion Manager. Gunnar Agmalm is registered as a “Qualified Person” by
SveMin and has more than 20 years’ experience in the mining and
minerals industry.
Calculations for Tara have been carried out under the supervision of
John Ashton, Chief Mine Geologist, Tara Mines Ltd. John Ashton is a
“Qualified Person” and a member of the Institute of Materials, Minerals
and Mining and of the Institute of Geologists of Ireland, and has more
than 25 years’ experience in the mining and minerals industry.

ORE RESERV ES

Ore reserves are those parts of a mineral resource that can be mined and
processed in accordance with the company’s demands on profitability.
In this context, waste rock dilution, pillar offset and process recoveries,
among other things, are taken into account. Ore reserves are divided
into the following categories:
– probable ore reserves

a probable ore reserve is those parts of a measured and indicated mineral
resource where mining-engineering and profitability studies show that it
is technically and economically feasible to mine and process the deposit.
– proven ore reserves

a proven ore reserve is those parts of a measured mineral resource where
mining-engineering and profitability studies show that it is techni
cally and economically feasible to mine and process the deposit.
B A SIC REQ UIREMEN T S

Cut-off grade: the lowest grade that should be mined is calculated
separately for each deposit depending on its characteristics i.e. the direct
costs for mining, ore haulage, milling, concentrate haulage and admin
istration. The costs are compared with the value of the product, taking
into account the relevant payment terms for treatment charges.
Metal prices: long-term price forecasts are utilised when calculating
ore reserves, and are an expression of the anticipated average prices over
the forthcoming economic cycle. Current long-term price forecasts are
shown in the table below:

MINER A L RES OURCES

A mineral resource is a concentration of minerals in the bedrock that
may become commercially extractable. Mineral resources are divided
into the following categories:
– inferred mineral resource

a mineral resource identified through drilling, sampling and geoscien
tific interpretations with information so sparse that the geology and
grade continuity cannot be confirmed and where the basic technical data
consists of reasonable assumptions. This means that continued investi
gations will not, with any degree of certainty, enable the entire inferred
mineral resource, or parts of it, to be moved to a higher category.
– indicated mineral resource

a mineral resource identified through drilling and sampling with an
information density that is too sparse to confirm continuity, but which,
together with geoscientific interpretations, nevertheless provides a rea
sonable idea of the geology and grade continuity that is sufficient to
enable technical and economic calculations to be performed to assess
the project’s profitability.
– measured mineral resource

a mineral resource identified through drilling and sampling with an
information density sufficient to confirm geology and grade continuity.
The basic technical data has been studied thoroughly, permitting min
ing plans to be drawn up as a basis for technical and economic analyses
to determine the project’s profitability.

Copper
Zinc
Lead
Gold
Silver

122 c/lb
68 c/lb
34 c/lb
425 USD/oz
6.5 USD/oz

USD/SEK 8.00
EUR/USD 1.13

Minimum ore width: the minimum horizontal ore width is determined
by the mining method and the equipment used in each respective mine.
This means that the grades of ore zones narrower than the minimum ore
width are recalculated to give an average for the full minimum ore width.
Waste rock dilution: mining usually incurs some waste rock dilution
that varies depending on the mining method used, the ore’s geometry
and other geological factors. Waste rock dilution is taken into account
in all ore reserve calculations.
Ore losses: depending on the mining method used, the ore’s geom
etry and other technical factors, some of may have to be left unextracted.
Based on the information available when the calculations were made, all
the ore reserve calculations have taken these factors into account.
Density: a formula based on head grades is utilised for large polyme
tallic ores. In other cases, density measurements are made for the various
ore types.
Boliden holds the required environmental permits and exploitation
concessions for the mines currently in operation. The mineral resources
are protected by exploitation concessions or prospecting permits.
Ore reserves and mineral resources are reported separately in Boliden’s
financial reports. Mineral resources are thus in addition to the ore reserves.
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ORE RESERV ES ON 31S T DECEMBER 2006
		
		
Boliden Area
Kristineberg
Polymetallic ores
Renström
Maurliden
Total, the Boliden Area
Polymetallic ores
Kristineberg
Gold ores

Quantity
Ktonnes

Au
g/t

Ag
g/t

Cu
%

Zn
%

Pb
%

Proven
Probable
Proven
Probable
Proven
Probable

50
3,230

0.2
0.9

194
37

0.4
1.1

12.4
3.8

0.9
0.2

960

3.5

176

0.8

8.8

1.7

210

1.4

63

0.2

4.7

0.5

Proven
Probable
Proven
Probable

50
4,400
30
500

0.2
1.5
6.6
3.0

194
69
4
24

0.4
1.0
0.8
1.4

12.4
4.9

0.9
0.6

Proven
Probable

526,000
99,000

0.2
0.1

2
2

0.28
0.28

Proven
Probable
Proven
Probable
Proven
Probable
Proven
Probable

80
1,380
1,590
8,660
3,370
2,120

0.1
0.2
0.2
0.3
0.1
0.5

235		
109
0.2
288		
79
0.1
176		
107
0.1

2.4
4.8
2.8
5.4
9.6
4.1

1.0
2.2
0.9
2.1
3.3
2.2

Proven
Probable

12,200
5,000

0.3
0.1

87
0.1
212		

5.1
7.3

2.1
2.5

Proven
Probable

3,900				
12,800				

9.3
8.1

2.0
1.8

0.5

Aitik
Aitik

Garpenberg
Garpenberg
Garpenberg N
Lappberget
Dammsjön
Total Garpenberg

Tara
Tara
Figures may be rounded up or down.
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MINER A L RES OURCE ON 31st DECEMBER 2006
		
		
The Boliden Area
Polymetallic mineralisations
Kristineberg

Petiknäs N

Renström

Maurliden

Total, the Boliden Area

Gold mineralisations
Åkulla Ö

Quantity
Ktonnes

Au
g/t

Ag
g/t

Cu
%

Zn
%

Pb
%

Measured
Indicated
Inferred
Measured
Indicated
Inferred
Measured
Indicated
Inferred
Measured
Indicated
Inferred

50
260
4,130
310
2,600
600

0.7
1.4
0.5
8.1
3.6
3.0

45
11
30
73
71
40

1.3
1.0
0.5
1.8
0.7
1.5

4.2
0.2
6.0
3.1
2.4
2.5

0.2
0.3
0.3
0.4
0.2

380
1,770

3.1
2.1

192
119

0.4
0.9

8.7
6.0

1.8
1.2

1,650

1.1

45

0.2

3.0

0.3

Measured
Indicated
Inferred

360
4,900
6,500

7.1
2.6
1.1

69
68
55

1.7
0.5
0.7

3.2
3.0
5.7

0.3
0.4
0.5

Measured
Indicated
Inferred

2,600

4.3

15

Measured
Indicated
Inferred

627,000
231,000
66,000

0.2
0.2
0.2

2
1
2

Measured
Indicated
Inferred
Measured
Indicated
Inferred
Measured
Indicated
Inferred
Measured
Indicated
Inferred

1,400
460

0.3
0.1

83
0.1
73		

4.0
7.2

1.6
2.1

1,410
11,100

0.3
0.4

59
86

0.1
0.1

3.9
4.6

1.6
2.1

120
6,300

0.5
0.5

106
117

0.1
0.1

2.6
4.2

1.5
2.4

1,400
2,000
17,400

0.3
0.3
0.4

83
0.1
65		
97
0.1

4.0
4.6
4.4

1.6
1.7
2.2

700				
7,200				
9,200				

5.0
6.0
8.0

3.0
2.4
1.8

Aitik
Aitik

0.24		
0.23		
0.25		

Garpenberg
Garpenberg

Garpenberg N

Lappberget

Dammsjön

Total, Garpenberg

Measured
Indicated
Inferred

Tara
Tara

Measured
Indicated
Inferred

Figures may be rounded up or down.
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Five-year overview
The five-year overview below presents figures for the operative units
included in each segment. Figures relating to items common to the
entire segment or to the Group as a whole are not reported in the fiveyear overview. Examples of items not reported in this five-year overview
are results of currency and metal price hedging, results of stock valua
tions and exploration costs.

For 2004–2006, the information under Financial Performance is re
ported in accordance with IFRS. No recalculation has been performed
for the years 2002–2003. A recalculation in accordance with IFRS
would not have any tangible impact on the results reported for the units
other than possible marginal goodwill amortisation.

MINES
AITIK

2006

2005

2004

2003

Milled ore, ktonnes
18,481
16,674
17,663
18,022
Head grades					
Cu (%)
0.40
0.44
0.41
0.37
Au (g/tonne)
0.25
0.22
0.22
0.16
Ag (g/tonne)
2.72
3.61
3.77
4.25
Concentrate production					
Cu (t)
240,054
237,179
230,554
210,789
Concentrate grade					
Cu (%)
27.5
27.7
28.0
27.8
Metal content					
Cu (t)
66,133
65,619
64,498
58,687
Au (kg)
2,342
1,840
1,985
1,383
Ag (kg)
35,730
41,297
44,946
55,176
Financial performance					
EBITDA (MSEK)
2,207
900
619
128
EBIT (MSEK)
2,073
793
522
34
Cash cost Usc/lb Cu
85
76
64
64
Investments, SEK m
420
325
242
175
Proven and probable ore reserves					
Ktonnes
625,000
219,000
232,000
244,000
Cu %
0.28
0.31
0.33
0.35
Au (g/t)
0.2
0.2
0.2
0.2
THE BOLIDEN AREA

2006

2005

2004

2003

Milled ore, ktonnes
1,679
1,782
1,774
1,759
Head grades					
Zn (%)
5.6
6.1
5.7
5.6
Cu (%)
1.6
1.5
1.3
1.7
Pb (%)
0.5
0.6
0.6
0.6
Au (g/tonne)
1.8
2.1
2.7
2.5
Ag (g/tonne)
66
78
80
73
Concentrate production					
Zn (t)
131,393
161,613
149,999
143,396
Cu (t)
72,021
75,542
63,984
91,265
Pb (t)
6,755
10,516
12,347
9,790
Precious metals (t)
354
347
358
368
Gold doré bullion, kg
3,246
2,480
3,960
3,057
Concentrate grade					
Zn (%)
54.5
54.0
53.7
53.6
Cu (%)
27.9
27.5
27.0
26.1
Pb (%)
31.1
28.9
30.1
27.1
Metal content					
Zn (t)
71,650
87,276
80,481
76,910
Cu (t)
20,098
20,746
17,287
23,801
Pb (T)
2,099
3,040
3,720
2,656
Au (kg)
1,900
2,428
3,026
2,677
Ag (kg)
67,828
87,212
77,091
71,207
Financial performance					
EBITDA (SEK m)
1,129
476
309
162
EBIT (SEK m)
981
350
180
38
Cash cost Usc/lb Zn
31
22
18
22
Investments, SEK m
107
98
95
128
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2002
18,601
0.35
0.17
3.63
202,290
28.3
57,293
1,542
47,409
132
38
56
138
240,107
0.38
0.2
2002
1,804
4.6
1.0
0.6
2.5
73
116,975
57,541
11,713
467
3,779
54.1
22.4
27.5
63,242
14,162
3,218
2,630
72,984
149
29
21
72
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Cont. THE BOLIDEN AREA

2006

2005

2004

2003

Proven and probable ore reserves					
Polymetallic ores, ktonnes
4,450
2,920
2,860
2,500
Zn %
5.0
6.7
6.8
8.1
Cu %
1.0
0.9
0.8
0.6
Gold ores, ktonnes
530
400
180
450
Au (g/t)
3.2
4.0
7.3
7.2
Cu %
1.4
1.5
1.2
1.4
GARPENBERG

2006

2005

2004

2003

Milled ore, ktonnes
1,182
1,102
1,074
1,062
Head grades					
Zn (%)
5.7
5.8
5.6
4.6
Cu (%)
0.1
0.1
0.1
0.1
Pb (%)
2.2
2.3
2.2
1.9
Au (g/ton)
0.4
0.3
0.3
0.4
Ag (g/ton)
123
117
124
151
Concentrate production					
Zn (t)
112,625
106,238
99,922
80,748
Cu (t)
2,572
2,576
2,610
2,563
Pb (t)
29,498
27,934
26,378
22,257
Precious metals (t)
–
10
23
38
Concentrate grade					
Zn (%)
54.2
55.0
55.0
54.9
Cu (%)
23.1
21.9
21.1
20.7
Pb (%)
71.5
74.2
72.6
71.9
Metal content					
Zn (t)
60,992
58,413
54,914
44,314
Cu (t)
593
565
550
531
Pb (t)
21,099
20,720
19,148
16,002
Au (kg)
269
203
217
216
Ag (kg)
108,082
97,605
105,533
123,278
Financial performance					
EBITDA (SEK m)
927
257
167
32
EBIT (SEK m)
850
194
113
–15
Cash cost Usc/lb Zn
37
31
25
33
Investments, SEK m
273
230
135
78
Proven and probable ore reserves					
Ktonnes
17,200
10,600
3,640
2,205
Zn %
5.7
5.7
5.5
4.0
Ag (g/t)
123
121
100
141
				
TARA
2006
2005
2004
2003
Milled ore, ktonnes
2,751
2,551
2,522
2,548
Head grades					
Zn (%)
7.7
8.4
9.2
7.9
Pb (%)
1.4
1.6
1.8
1.7
Concentrate production					
Zn (t)
355,671
358,563
381,280
335,314
Pb (t)
43,525
44,528
52,260
47,378
Concentrate grade					
Zn (%)
54.8
54.6
55.9
56.2
Pb (%)
58.8
57.6
60.5
62.3
Metal content					
Zn (t)
195,001
195,843
213,150
188,367
Pb (T)
25,580
25,653
31,590
29,502
Financial performance					
EBITDA (SEK m)
1,887
453
498
–4
EBIT (SEK m)
1,722
294
344
–192
Cash cost Usc/lb Zn
76
48
38
37
Investments, SEK m
265
278
186
310
Proven and probable ore reserves					
Ktonnes
16,700
15,900
16,300
16,900
Zn %
8.4
8.5
8.7
9.3
Pb %
1.8
1.8
1.9
2.0
bol i de n a n n ua l r e p or t 2 0 0 6

2002
3,620
7.0
0.6
698
6.3
1.4
2002
1,058
4.0
0.1
1.8
0.4
153
67,142
3,320
20,589
95
55.7
20.4
73.0
37,392
676
15,022
284
123,978
38
–7
30
54
3,591
4.0
135
2002
755
7.0
1.6
89,003
13,079
55.1
63.3
49,061
8,280
–156
–229
50
696
18,000
9.3
2.0
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SMELT ERS
RÖNNSKÄR

2006

2005

2004

2003

Smelting material, tonnes					
Copper, tonnes					
Primary
587,168
606,410
598,054
605,976
Secondary
159,257
137,394
146,770
128,217
Total
746,425
743,804
744,824
734,193
Lead, tonnes					
Primary
35,530
40,200
40,556
35,998
Secondary
3,841
3,510
4,241
2,283
Total
39,371
43,710
44,797
38,281
Production					
Copper (t)
229,241
223,482
235,620
214,181
Lead (t)
25,548
26,922
27,962
24,208
Zinc clinker (t)
33,285
35,017
34,531
33,549
Gold (kg)
15,726
16,994
15,045
12,275
Silver (kg)
373,981
433,823
438,941
456,565
Sulphuric acid (t)
551,301
580,363
568,912
551,946
Liquid sulphur dioxide (t)
36,646
35,375
38,661
40,674
Palladium concentrate (kg)
2,826
2,876
2,434
1,956
Financial performance					
EBITDA (SEK m)
1,075
564
415
164
EBIT (SEK m)
861
364
214
–39
Investments, SEK m
318
153
85
53
					
HARJAVALTA
2006
2005
2004
2003
Smelting material, tonnes					
Copper concentrate
537,763
521,209
539,507
548,536
Nickel concentrate
205,005
156,043
204,638
205,300
Production					
Cathode copper, (t)
127,151
124,225
124,367
125,635
Gold (kg)
3,967
3,445
4,854
5,564
Silver (kg)
40,421
34,807
35,786
33,959
Sulphuric acid (t)
632,151
566,425
617,675
611,987
Liquid sulphur dioxide (t)
42,542
41,102
48,308
47,670
Palladium concentrate (kg)
711
924
705		
Financial performance					
EBITDA (SEK m)
976
511
390
283
EBIT (SEK m)
820
357
239
110
Investments, SEK m
211
91
67
82
					
BERGSÖE
2006
2005
2004
2003
Smelting material, tonnes					
Secondary
61,934
68,412
65,662
72,739
Production, tonnes					
Lead alloys
44,691
45,838
45,586
49,132
Tin alloys
841
878
804
921
Financial performance					
EBITDA (SEK m)
149
104
119
59
EBIT (SEK m)
138
94
110
51
Investments, SEK m
55
25
16
14
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2002

621,183
132,240
753,423
24,059
2,517
26,576
224,402
17,753
34,685
15,562
408,427
544,030
54,724
2,252
412
214
99
2002
525,376
251,272
114,906
4,666
29,907
631,842
40,598

302
137
55
2002
61,700
45,698
1,057
67
59
28
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KOKKOLA

2006

2005

2004

2003

Smelting material, tonnes					
Zinc concentrate
548,245
547,380
548,054
500,813
Production, tonnes					
Zinc
282,238
281,904
284,525
265,853
Cadmium					
Mercury
23
34
24
25
Financial performance					
EBITDA (SEK m)
1,722
409
127
237
EBIT (SEK m)
1,563
246
–33
73
Investments, SEK m
95
53
75
91
					
ODDA
2006
2005
2004
2003
Smelting material, tonnes					
Zinc concentrate (incl. zinc clinker)
290,556
275,787
263,555
256,318
Production, tonnes					
Zinc
160,670
151,285
140,901
143,627
of which reprocessed zinc
2,231				
Cadmium
125
153
141
323
Aluminium fluoride
28,762
30,484
29,740
27,500
Financial performance					
EBITDA (SEK m)
783
160
36
59
EBIT (SEK m)
652
22
–53
–26
Investments, SEK m
103
80
592
475

2002
459,649
235,337
4
51
156
–9
82
2002
260,271
144,538
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215
28,976
22
–72
121
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Corporate Governance

Boliden applies the Swedish Code of
Corporate Governance. The operations
are governed via General Meetings of
shareholders in the company, the Board
of Directors and the President, pursuant
to the provisions of the Swedish Companies Act and Boliden’s Articles of Association. The company’s Auditors, who are
appointed by the Annual General Meeting, audit the company accounting records and the Board of Directors’ and
President’s administration of the com
pany. The Election Committee prepares
proposals for submission to General
Meetings ahead of the election of the
Board of Directors and Auditors, for example. The following report summarises
Boliden’s corporate governance in 2006
and also includes a report on internal
controls. The report has not been subjected to review by the company’s Auditors.

• Directors’ fees SEK 750,000 shall be paid to
the Chairman and SEK 300,000 to Mem
bers who are not Boliden employees. Fees
SEK 100,000 shall also be paid to the Chair
man of the Audit Committee and SEK
50,000 each to the two members of the Audit
Committee. No fees shall be paid to mem
bers of the Remuneration Committee. Audi
tors’ fees shall be payable in accordance with
approved invoices received.
• Remuneration payable to the members of
Group management shall comprise a fixed
salary, any variable remuneration, other ben
efits and pensions. The variable remuneration
shall be maximised to 50 per cent of the fixed
salary and shall be based on result in relation
to targets set. The variable remuneration shall
not comprise pensionable income.
The Minutes of the 2006 Annual General
Meeting are available on the web at www.
boliden.com.
NOMINATION COMMIT T EE AHE A D OF
THE 2007 ANNUAL GENER AL MEE TING

SH A REHOL DERS’ MEE T ING S

The Swedish Companies Act states that the
shareholders’ meeting is the supreme govern
ing body of a limited liability company. The
ordinary annual shareholders’ meeting,
known as the Annual General Meeting, elects
Board Members and, where relevant, Audi
tors, determines fees and adopts the Income
Statements and Balance Sheets for the Parent
Company and the Group.
The Annual General Meeting of the share
holders in Boliden was held on 4th May 2006
in Skellefteå. The Meeting resolved to re-elect
Board Members Carl Bennet, Marie Berglund,
Jan Johansson, Ulla Litzén, Leif Rönnbäck,
Matti Sundberg, Anders Sundström and
A nders Ullberg. Anders Ullberg was re-elected
as Chairman of the Board.
The Meeting further resolved, among
other things, that:
• The Nomination Committee shall comprise
representatives of the five largest sharehold
ers, one representative of the smaller share
holders, and the Chairman of the Board,
who is also the Convener.
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The 2007 Annual General Meeting will be
held on 3rd May 2007. In accordance with the
resolution by the 2006 Annual General Meet
ing, the Chairman of the Board has convened
a Nomination Committee comprising:
Mats Guldbrand, AMF, Chairman
Anders Algotsson, AFA
Lars-Erik Forsgårdh
Björn Franzon, Fjärde AP-fonden
Steven Heinz, Lansdowne Partners Ltd.
Björn Lind, SEB fonder
Anders Ullberg, Chairman of the Board
The names of the Nomination Committee
members were published on the company’s
website on 20th October 2006, together with
information about how shareholders may sub
mit proposals to the Nomination Committee.
The Nomination Committee has held seven
meetings at which Minutes were kept. The
proposals by the Nomination Committee will
be presented in the notice convening the An
nual General Meeting and in information
provided on the company’s website.

T HE B OA RD OF DIREC T ORS A ND I T S
W ORK IN 2006

The Board of Directors comprises eight mem
bers elected by the Annual General Meeting.
The union organisations also appoint three
members and three deputy members of the
Board. All six union representatives generally
attend Board meetings. Members of Group
management also attend the meetings as re
quired. The company’s Senior Vice President of
Legal Affairs serves as the Board’s secretary.
The current members of the Board are all,
with the exception of the President, to be re
garded as independent in relation to the com
pany, major shareholders and corporate man
agement.
For a more detailed presentation of the
Board Members, please refer to the Annual
Report, page 95.
The Board bears ultimate responsibility for
the organisation of the company, internal con
trol and management of the company’s affairs.
Based on information from the President, the
Board of Directors shall, on an ongoing basis,
assess the company’s business position and
economic and financial status.
The division of labour between the Board, the
Chairman of the Board and the President is
clarified in written instructions to the President
adopted annually by the Board at the statutory
Board meeting following election. The President
and the Chairman of the Board hold an ongoing
dialogue concerning the operations.
The Board of Directors carried out an in
ternal review of its own work in the autumn of
2006, based on Board Members’ responses to
a number of questions regarding their own
knowledge, the Board’s methodology, etc.
Overall, the results showed that the Board has
an efficiently functioning methodology.
During 2006, the Board of Directors held
nine meetings. On three occasions, the meet
ings were held in locations in which the com
pany has operative units and time was set aside
for a tour and review of the operations.
During the year, the Board of Directors
worked with issues regarding the company’s
strategies based on analyses of the market situa
tion and competitors. The Board’s resolutions
included decisions to expand the Aitik copper
mine, to implement an organisational change
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involving the creation of the three Business Ar
eas, Mines, Smelters and Market, to increase
investment in exploration and to hedge copper
prices until 2010. The Board also discussed such
issues as managerial supply. The entire Board
met with the company’s Auditors at Board Meet
ings in February and December, when the audi
tors presented their work on auditing the com
pany. The Board has also met with the auditors
without Group management being present.
REMUNER AT ION C OMMI T T EE

The Board’s Remuneration Committee sub
mits proposals to the Board concerning such
things as remuneration to the President, and
drafts proposals regarding remuneration prin
ciples and other employment terms for Group
management. The Committee has held three
meetings during the year. The Remuneration
Committee comprises Anders Ullberg (Chair
man) and Carl Bennet.
For more information about the terms and
conditions governing remuneration in 2006,
please refer to the Annual Report, Note 1,
pages 66–67.
AUDI T C OMMI T T EE

The work of the Audit Committee is designed
to assure the quality of the company’s financial
reporting. The internal review function has

reported on its work to the Committee on an
ongoing basis, addressing such issues as risk
mapping, methodologies and prioritised areas.
The Committee held six meetings during the
year. The Audit Committee comprises Ulla
Litzén (Chairwoman), Anders Sundström and
Anders Ullberg.
BUSINES S M A N AGEMEN T

Boliden works systematically on the basis of
the company’s strategic platform “The New
Boliden Way”, which was initially adopted in
2005 and which is updated annually as part of
the work on the business plan, at which time
achievement of the objectives for the year is
also evaluated.
Management by objectives enables Boliden
to have minimal staff functions and to carry
out its work instead at operational level, with
in a decentralised organisation. Every unit
must be subject to ongoing follow-up reviews,
the criteria for which are based on the strategic
platform, the “Operational Policy” and the
Group-wide guidelines. Four of Boliden’s nine
units were audited by the Group’s internal
audit function in 2006.
Work on Environment, Health, Safety and
Quality (EHSQ) is carried out within a net
work structure, as is work involving Human
Resources and communication issues.

Management based on dialogues between
Group management and the operating units
creates commitment to the short- and longterm goals and activities. As part of this pro
cess, it is important that all units at all levels
continuously follow up on goals and activities
and that major discrepancies are clearly identi
fied at an early stage, enabling corrective mea
sures to be taken quickly.
GROUP M A N AGEMEN T

In addition to the President, Group manage
ment in 2006 included the Deputy CEO, the
Presidents of the Group’s then three Business
Areas, Mining, Copper Smelting and Zinc
Smelting, and the Senior Vice Presidents of the
Group Divisions for Treasury and Finance,
Communication, Legal Affairs and Human
Resources. Since January 2007, the operations
have been organised into the following three
Business Areas: Mines, Smelters and Market.
Group management has been increased by the
addition of a new Group function, Strategy &
IT. The Senior Controller is co-opted to
Group management. Group management is
responsible for drawing up and implementing
the Group’s strategies and meets on average
twice every month to review the operations.
The Business Areas are then responsible for
implementing strategies and measures within

B OL IDEN’S B OA RD OF DIREC T ORS
Name

Elected

Present at
Meetings, 2006 Committee work

Anders Ullberg (Chair)

2005

9/9

Remuneration Committee
Audit Committee

3/3
6/6

750,000

Carl Bennet

2001

9/9

Remuneration Committee

3/3

300,000

Yes

Marie Berglund

2003

9/9

300,000

Yes

Jan Johansson (President)

2001

9/9

Ulla Litzén

2005

9/9

Leif Rönnbäck

2005

9/9

Matti Sundberg

2005

8/9

Anders Sundström

2001

9/9

Bo Karlsson

2001

8/9

Alf Lindén

2001

9/9

Lars Sundström

2001

9/9

Present

Remuneration,
Board, SEK

Remuneration, Audit
Committee, SEK
50,000

Independent
Yes

No
Audit Committee

6/6

300,000

100,000

300,000

Yes

300,000
Audit Committee

6/6

300,000

Yes

Yes
50,000

Yes
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their respective Areas. The entire company’s
production can be followed on-line by Group
management. The company has an internal
system that includes annual planning and fol
low-up procedures via monthly reports from
each Business Area. In addition to the month
ly management meetings, the management
group met on three occasions during 2006 for
a more in-depth review of the company’s stra
tegic issues.
For a presentation of Group management,
please refer to the Annual Report, page 97.
IN T ERN A L C ON T ROL

The purpose of internal control is, among other
things, to provide reasonable assurance with
regard to the reliability of the external financial
reporting and to ensure that the financial re
ports are produced in accordance with gener
ally accepted accounting principles, applicable
legislation and statutes, and with the other re
quirements imposed on listed companies.
The Board of Directors has overall respon
sibility for ensuring that an efficient internal
control system exists within the Group. The
President is responsible for the existence of a
process and organisation that ensures internal
control and the quality of the financial report
ing to the Board of Directors and the market.
SPECI A L RE V IE W FUNC T ION

A special audit function for internal audits
responsible for reviewing internal control and
monitoring the quality of the financial report
ing was set up in 2006 within the Treasury and
Finance Group function. This function re
ports to the Head of the Treasury and Finance
function and presents reports on issues relat
ing to internal control at the Audit Commit
tee’s meetings.
C ON T ROL EN V IRONMEN T

The control environment within the Group is
characterised by being an organisation with
relatively few but large operating units that
have carried out their operations for many
years, using well-established processes and
control activities.
A structure of steering documents that pro
vide guidance and specify the organisational
guidelines has been established in order to
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ensure a collective attitude and methodology
within the Group.
The starting point is the strategic platform
“The New Boliden Way”, together with the
associated “Code of Conduct” and “Opera
tional Policy”. These documents are comple
mented by a number of Group-wide steering
documents that address both financial report
ing and the Group’s decision-making and au
thorisation instructions, its financial policy,
investment manual and accounting and re
porting handbook.
Local management systems and policies
have also been set up at unit level, and contain
more detailed instructions and descriptions of
the most important processes.
Work on updating manuals and instruc
tions and on documenting processes and con
trol activities is ongoing at both local and
Group level.
RISK A N A LYSIS

A review of critical processes and of Income
Statement and Balance Sheet items was carried
out at Group level during the year in order to
analyse and evaluate the risk of errors in the
financial reporting. This review resulted in a
risk analysis which was presented to and ad
opted by the Group’s Audit Committee. The
risk analysis has subsequently steered the
choice of areas and methods used for following
up on internal control and on the quality of the
financial reporting.
The risk analysis will be further developed
and formalised and risk analyses will, in fu
ture, be carried out within all operating units
in accordance with a Group-wide model.
C ON T ROL AC T I V I T IES

Various types of control activities are carried
out at every level within the Group and within
every different aspect of the accounting and
reporting process on an ongoing basis. The
control activities are carried out in order to
manage known risks and to detect and rectify
any errors and discrepancies in the financial
reporting. Systems, processes and controls
within the Group are followed up, improved
and developed continuously.

INF ORM AT ION A ND C OMMUNIC AT ION

Internal information on policies, guidelines
and manuals are available on the intranet. In
formation on updates and changes to report
ing and accounting principles is issued by email and at the regular treasury and controller
meetings. All external information must be
provided in accordance with the Group’s com
munication policy. All information must be
communicated in a discerning, open and
transparent manner.
F OL L OW- UP S

The new Group function for following up in
ternal control has carried out a number of re
view-based activities during the autumn of
2006, taking the risk analysis produced at
Group level as their starting point. All operat
ing companies have studied self-evaluation
material addressing such issues as internal
control in the accounting, book-keeping and
reporting processes. The function has also car
ried out reviews in selected risk areas, both
under their own aegis and with the assistance
of expert resources.
The results of the review activities have
been reported to Group management and the
Audit Committee on a rolling basis and these
bodies have, in turn, reported to the Board of
Directors on the findings.
AUDI T ORS

At the 2005 Annual General Meeting, Hans
Pihl and Björn Sundkvist, both authorised
public accountants, were elected as the com
pany’s auditors until the Annual General
Meeting in 2009. Jan-Hugo Nihlén and
R ichard Peters, also both authorised public
accountants, were elected as deputy auditors.
All four are employed by Deloitte AB.
In addition to Boliden, Hans Pihl performs
auditing duties for Sigma, Teleca and Industri
fonden. Björn Sundkvist performs auditing du
ties for Green Cargo, Alimak Hek and A-Train.
Following the agreement reached to this
effect, remuneration to the company’s auditors
is payable as invoiced.
For more information about remuneration
during 2006, please refer to page 67 of the
A nnual Report.

Boliden’s Board of Directors

Anders Sundström

Anders Ullberg

Alf Lindén

Bo Karlsson

Ulla Litzén

Lars Sundström
Hans-Göran Ölvebo

Leif Rönnbäck

Jan Johansson

Marie Holmberg

Carl Bennet

Marie Berglund

Matti Sundberg
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Board of Directors

Anders Ullberg
Born: 1946
M.Sc. (Business Administration
and Economics)
Chairman of the Board since 2005
Directorships: Chairman of the Board of
Eneqvistbolagen
Deputy Chairman of the Board of
TietoEnator
Member of the Board of Atlas Copco
and Sapa
Shareholding: 20,000
Carl Bennet
Born: 1951
B.Sc. (Economics)
Deputy Chairman of the Board since 2003
Member of the Board since 2001
Directorships: Chairman of the Board of
Elanders, Getinge, the Swedish National
Agency for Higher Education, and Lifco
Member of the Board of AMS and SSAB
Shareholding: 300,000
Marie Berglund
Born: 1958
M.Sc. (Biology)
Member of the Board since 2003
Environmental Manager of Botniabanan AB
Directorships: Member of the Board of the
Swedish National Board of Forestry, WWF
in Sweden and the Water Delegation of the
Gulf of Bothnia’s Water District, and Björn
Carlson Foundation for the Baltic Sea 2020
Shareholding: 1,000
Jan Johansson
Born: 1954
Bachelor of Laws
Member of the Board since 2001
President and CEO of Boliden AB
Directorships: Member of the Board of Sve
Min and the Swedish Tennis Association
Shareholding: 50,000

Shareholding on 15th March 2007

Ulla Litzén
Born: 1956
M.Sc. (Economics) and MBA
Member of the Board since 2005
Directorships: Member of the Board of Alfa
Laval, Atlas Copco, AB SKF, Karo Bio AB
and Rezidor Hotel Group AB
Shareholding: 5,400
Leif Rönnbäck
Born: 1945
B.Sc. Natural Sciences
Member of the Board since 2005
Shareholding: 1,000
Matti Sundberg
Born: 1942
Mining Counsellor
Master of Economics, Honorary Doctor of
Economics
Member of the Board since 2005
Directorships: Member of the Board of
SSAB, Regional Director of Scania AB,
Chairman of the Boards of Scania Sverige
AB and Oy Scan-Auto Ab, Finland, Norsk
Scania, and Scania Denmark
Shareholding: 3,000
Anders Sundström
Born: 1952
University graduate – Urban planning
Member of the Board since 2001
President and CEO of Folksam
Directorships: Chairman of the Board of
Luleå University of Technology
Member of the Board of Vattenfall AB
Shareholding: 2,000
Bo Karlsson
Born: 1955
Member of the Board since 2005
Deputy Member of the Board 2001-2005
Process Operator, Boliden Area
Representative of IF Metall (the Swedish
Metal Workers’ Union)
Shareholding: 500

Alf Lindén
Born: 1944
Member of the Board since 2001
Superintendent, Electrical Department,
Boliden Area
Representative of PTK (the Swedish Federa
tion of Salaried Employees in Industry and
Services) and Chairman of the local Sif club
(Swedish Union of Technical & Clerical
Employees in Industry)
Shareholding: 75
Lars Sundström
Born: 1964
Member of the Board since 2001
Process Operator, Rönnskär
Representative of IF Metall (the Swedish
Metal Workers’ Union)
Other positions: Chairman of the IF Metall
club, Rönnskär. Member of the Board of IF
Metall Branch 3
Shareholding: 90
Marie Holmberg
Born: 1963
Deputy Member of the Board since 2005
Manager Process Development, Rönnskär
Representative of PTK (the Swedish Federa
tion of Salaried Employees in Industry and
Services) Rönnskär and the local club The
Swedish Association of Graduate Engineers
Shareholding: 50
Reijo Salminen
Born: 1963
Deputy Member of the Board since 2005
Safety Manager, Boliden Harjavalta Oy
Representative of Tjänstemannaunionen
TU (the Finnish Union of White-collar
Workers)
Shareholding: 0
Hans-Göran Ölvebo
Born: 1955
Deputy Member of the Board since 2005
Member of the Board 2001-2005
Production Worker, Aitik
Representative of IF Metall (the Swedish
Metal Workers’ Union)
Shareholding: 50
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Boliden’s Group management and auditors

Jan Johansson
Ulf Söderström
Eva Kaijser

Marianne Lindholm
Staffan Bennerdt
Jan Moström

Tom Niemi

Sune Lundin

Bengt Lindahl
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Svante Nilsson

Boliden’s Group management and auditors

Group Management and Auditors

GROUP M A N AGEMEN T

Jan Johansson
Master of Laws
President and CEO
Born: 1954
Employed: 2001
Shareholding: 50,000
Tom Niemi
M.Sc. Engineering
Deputy CEO
Born: 1950
Employed: 2004
Shareholding: 10,000
Jan Moström
Jan Moström
B.Sc. Engineering
President – Business Area Mines
Born: 1959
Employed: 2000
Shareholding: 93
Svante Nilsson
M.Sc. Engineering
President – Business Area Smelters
Born: 1956
Employed: 2003
Shareholding: 1,000
Ulf Söderström
B.Sc. Economics, MBA
President – Business Area Market
Born: 1964
Employed: 2001
Shareholding: 2,500
Staffan Bennerdt
B.Sc. Economics
CFO
Born: 1954
Employed: 2004
Shareholding: 3,000

Sune Lundin
B.Sc. Engineering
President – Strategy & IT
Born: 1951
Employed: 2005
Shareholding: 280
Member of Group management since
1st January 2007
Marianne Lindholm
Master of Laws
Senior Vice President – Legal Affairs,
Secretary to the Board
Born: 1950
Employed: 2002
Shareholding: 2,500

B OL IDEN’S AUDI T ORS :

Hans Pihl
Authorised Public Accountant, Deloitte AB
Björn Sundkvist
Authorised Public Accountant, Deloitte AB
deputy auditors :

Jan-Hugo Nihlén
Authorised Public Accountant, Deloitte AB
Richard Peters
Authorised Public Accountant, Deloitte AB

Bengt Lindahl
Master of Laws
Senior Vice President
– Group Human Resources
Born: 1949
Employed: 2001
Shareholding: 1,500
Eva Kaijser
B.Sc. Economics
Senior Vice President – Information and
Investor Relations
Born: 1972
Employed: 1998
Shareholding: 350
Member of Group management since
1st January 2007

Jukka Järvinen,
President, Business Area Copper Smelters,
was a member of Group management until
31st December 2006.

Shareholding on 15th March 2007
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Glossary

Glossary
Alloy
Substance with metallic properties which is composed of two or more chemical
elements, at least one of which is a metal.

Metal ashes
Pulverised slag from metal foundries and brass manufacturers.

Anode copper
Unrefined copper with a purity of 98–99 per cent.

Metal content
The quantities of copper, zinc, lead, gold and silver contained in concentrates,
for example.

Base metals
The main industrial, non-ferrous metals (excluding precious metals and minor
metals) notably copper, lead, zinc, nickel and primary aluminium.

Metal premium
The price agreed in advance, over and above the LME price, and paid by customers, for specifically adapted metal that is supplied to them.

Cash cost
Direct costs affecting cash flow, such as production and transportation costs,
as well as treatment and refining charges, less deductions for by-metal credits,
converted into US dollars (average exchange rate).

Mineralisation
A concentration of minerals in the bedrock where some or all of the minerals may
have potential economic value.

Cash pools
Group account structure in which the main part of the Group’s liquidity is administered.
Cathode copper
99.99 % pure copper plates.
Complex ore
Ore that contains several metals, e.g. copper, zinc, lead, gold and silver.
Concentrate
The product that results from the separation (e.g. by milling and flotation) of the
economically valuable minerals in an ore from those with no economic value, so
that the proportion of contained valuable minerals is considerably increased.
Concentrator
A plant in which ore is processed mechanically and/or chemically to extract and
produce a concentrate of the valuable minerals.
Copper Shuttle
Fast and environmentally friendly rail transport between Rönnskär and Helsingborg. The train runs five days a week, carrying cathode copper and lead to customers in southern Sweden. On the return trip, it carries recyclable material and
other smelting materials.
Galvanising
A process whereby zinc is applied to steel to protect it against corrosion.
Gold leaching plant
Hydrometallurgical plant for extracting gold from ores or concentrate. The leaching is achieved with the aid of cyanide.
ISO
International Organisation for Standardisation. The organisation’s standards
apply, among other things, to environmental management (ISO 14001) and quality (ISO 9001).
ISRS
International Safety Rating System, a work environment management system.
LBMA
The London Bullion Market Association is responsible for pricing precious metals.
LME
The London Metal Exchange: the international market where non-ferrous metals
are bought and sold. Trading on the LME is used as the basis for the daily pricing
of metals worldwide. The LME also maintains warehouse stocks of the metals
traded.
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OHSAS
Occupational Health and Safety Assessment Series, work environment management systems.
Open pit
A method of mining mineral deposits located near the surface which involves
stripping the overburden to expose the ore and excavating and transporting the
ore on the surface.
Ore grade
The average quantities of valuable metals in a tonne of ore, expressed in grams
per tonne for precious metals and as a percentage for other metals.
Precious metals
Rare, high-value metals such as gold, silver, platinum and palladium.
REACH
Registration, Evaluation and Authorisation of Chemicals, the EU’s proposal for a
new chemicals directive. In brief, this proposal entails the imposition of requirements with regard to tests performed to assess the impact on health and the
environment of many chemicals available in the market.
Recovery
The percentage portion of the quantity of a given metal in an ore extracted during
the concentration process.
Secondary raw materials
Various types of materials from which metals can be recovered, e.g. electronic
and other types of scrap metal, metal ashes, slag, dust, and scrap lead batteries.
Slag
Product generated in conjunction with various types of metallurgical reactions
and which primarily consists of oxides.
Smelter and electrolytic refinery
A plant in which metal raw materials are processed to separate metals from
impurities by means of high-temperature reactions and electrochemical processes.
Smelting material
Raw materials for smelters, primarily comprising metal concentrate, but also
including scrap, ashes and other recyclable materials.
Treatment and refining charges
The remuneration received by a smelter for processing smelting material and
extracting metals.
Zinc clinker
A refined zinc raw material for producing pure zinc.

Definitions

Definitions of key ratios
Return on shareholders’ equity
Profit for the year as a percentage of average shareholders’ equity.
Return on capital employed
Operating profit divided by average capital employed. The average capital employed each year consists of an average of the closing figures for capital employed
in the last thirteen months.
Capital employed
Balance Sheet total less interest-bearing investments and non-interest bearing
operating liabilities, and excluding tax receivables, tax liabilities and pension liabilities.

ABBREVIATIONS
lb = pound = 0.4536 kg
oz = ounce = troy ounce = 31.104 grams
USD = US dollars
USc = US cent
CAD = Canadian dollars
SEK = Swedish kronor
NOK = Norwegian kroner
EUR = euro
Ag = silver
Au = gold
Cu = copper
Pb = lead
Zn = zinc

Net debt
Interest-bearing current and long-term liabilities (including pension liabilities)
less financial assets including liquid assets.
Equity/assets ratio
Shareholders’ equity as a percentage of the Balance Sheet total.
Percentage venture capital
The sum of shareholders’ equity and deferred tax liabilities (including minorities)
divided by the Balance Sheet total.
Net debt/equity ratio
The net of interest-bearing provisions and liabilities less financial assets including
liquid assets divided by shareholders’ equity.
Interest cover
Result after net financial items plus financial costs divided by financial costs.
Average number of employees
The average number of employees during the year, converted into full-time positions.
Earnings per share (EPS)
Result for the year divided by the average number of outstanding shares.
Cash flow per share
Cash flow divided by the average number of outstanding shares.
Shareholders’ equity per share
Shareholders’ equity divided by the number of outstanding shares.
Dividend yield
Dividend per share as a percentage of the share price.
P/E ratio
Share price divided by earnings per share.
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Boliden locations

T HE GROUP

BUSINES S A RE A SMELT ERS

BUSINES S A RE A M A RK E T

Boliden AB
Box 44
SE-101 20 Stockholm
Sweden
Visiting address:
Klarabergsviadukten 90
Tel +46 8 610 15 00
Fax +46 8 31 55 45
Fax +46 8 30 95 36 (Legal Affairs)

Kokkola
Boliden Kokkola Oy
P.O. Box 26
FI-67101 Kokkola
Finland
Tel +358 6 828 6111
Fax +358 6 828 6005

Skelleftehamn
Boliden Commercial AB
SE-932 81 Skelleftehamn
Sweden
Tel +46 910 77 30 00
Fax +46 910 773 337 (zinc)
Fax +46 910 773 138 (copper)

Odda
Boliden Odda AS
Eitrheim
NO-5750 Odda
Norway
Tel +47 53 64 91 00
Fax +47 53 64 33 77

Rotterdam
Boliden Zinc Commercial B.V.
Blaak 22
NL-3011 TA Rotterdam
The Netherlands
Tel +31 10 201 2999
Fax +31 10 201 2998

Harjavalta
Boliden Harjavalta Oy
FI-29200 Harjavalta
Finland
Tel +358 2 535 8111
Fax +358 2 535 8239

Esbo
Boliden Commercial AB
P.O. Box 287
FI-02601 Espoo
Finland
Tel +358 2 535 8111
Fax +358 9 547 2560 (zinc)
Fax +358 9 547 2532 (copper)

BUSINES S A RE A MINES

Boliden Mineral AB
SE-936 81 Boliden
Sweden
Tel +46 910 77 40 00
Fax +46 910 77 42 34
The Boliden Area
Boliden Mineral AB
SE-936 81 Boliden
Sweden
Tel +46 910 77 40 00
Fax +46 910 77 42 25
Aitik
Boliden Mineral AB
Box 85
SE-982 21 Gällivare
Sweden
Tel +46 970 735 00
Fax +46 970 735 01
Garpenberg
Boliden Mineral AB
SE-776 98 Garpenberg
Sweden
Tel +46 225 360 00
Fax +46 225 360 01
Tara
Boliden Tara Mines Ltd
Knockumber
NAVAN
Co. Meath
Ireland
Tel +353 46 907 9800
Fax +353 46 907 9899
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Boliden Harjavalta Oy
Copper refinery
P.O. Box 60
FI-28101 Pori
Finland
Tel +358 2 535 8111
Fax +358 2 535 8181
Rönnskär
Boliden Mineral AB
SE-932 81 Skelleftehamn
Sweden
Tel +46 910 77 30 00
Fax +46 910 77 32 15
Bergsöe
Boliden Bergsöe AB
P.O. Box 132
SE-261 22 Landskrona
Sweden
Tel +46 418 572 00
Fax +46 418 572 05

Leamington Spa
Boliden Commercial (UK) Ltd.
7, Clarendon Place
Leamington Spa
Warwickshire
CV32 5QL
United Kingdom
Tel +44 1926 833 010
Fax +44 1926 450 084

INFORM AT ION A BOU T T HE A NNUA L GENER A L
MEE T ING

Boliden’s ordinary Annual General Meeting will be held on 3rd May
2007 at 12.30 p.m. in the Aitik mine’s industrial park area outside
Gällivare.
Participation

Shareholders wishing to participate in the Annual General Meeting
must both be registered in the shareholders’ register kept by VPC AB
on Thursday, 26th April 2007 (for details of the re-registration process
for nominee shareholders, please see below) and have notiﬁed the company of their intention to participate, by either writing to Boliden AB,
Legal Affairs, Box 44, SE-101 20 Stockholm, Sweden, or calling
+46 8 32 94 29 on weekdays from 9 a.m. to 11.30 a.m. and from 1.30 p.m.
to 4 p.m., or faxing +46 8 30 95 36, or visiting the Boliden website at
www.boliden.com.
All such notiﬁcations must be received by the company no later than
26th April 2007 at 4 p.m.
Nominee shareholders

In order to be entitled to participate in the Annual General Meeting,
nominee shareholders must, no later than 26th April 2007, have their
shares temporarily re-registered in their own names with VPC AB.
All such requests for registration should be submitted to the relevant
trustee well ahead of this date.
Complete invitation to attend

A complete invitation to attend the Annual General Meeting, as well
as ﬁnancial and other information, may be accessed via the company’s
website at www.boliden.com. Printed ﬁnancial information may
also be ordered via the Boliden website or from Boliden AB, Box 44,
SE-101 20 Stockholm, Sweden.

FIN A NCI A L C A L ENDA R FOR 2007
3rd May

Interim Report, January-March 2007
19th July

Interim Report, January-June 2007
30th October

Interim Report, January-September 2007

Q UES T IONS

Any questions concerning Boliden’s ﬁnancial information can be
submitted to Investor Relations at Boliden by calling +46 8 610 15 00 or
mailing investorrelations@boliden.com

Production: Boliden AB and Intellecta Communication. Printed by: Intellecta Tryckindustri in Solna, 2007.

Boliden AB, Box 44, SE-101 20 Stockholm, Sweden
Visiting address: Klarabergsviadukten 90
Tel +46 8 610 15 00, Fax +46 8 31 55 45
www.boliden.com

