->

Annual review
2019

COMPONENTA




REPORT BY
THE BOARD OF
DIRECTORS

CONTENTS CEO’S REVIEW

Contents

ComPponNeNtAINBIET ... ————————,
CEQ'S FEVIBW ....ooootviiniviissssiissssssssssissssisss s s s s s s s ssnns
Report by the Board of Directors 2019..............msisssmmss
K@Y FIGUI@S..........ooimisissiseiscssssssse s
Calculation of key financial fISUFES. ...
Group deVEIOPMENT ..........ivcsissisisssssisssis R 000
Consolidated financial statements.............——————————

Consolidated iNCOME STAEMENT ... —————————————.
Consolidated statement of comprehensive INCOME........mmmm—————
Consolidated statement of fiNaNCial POSItION...——————.
CaSh fIOW STATEIMENT irrmsssssssrsesesssssssss s ssssss s ss s s
Statement of changes in consolidated shareholders’ @QUILY ...,
Notes to the consolidated financial StAtEMENT ... everervvrvereereerrress s

Accounting principles for the consolidated financial statements

Net sales

Business acquisitions and business divestments

Discontinued operations

Other operating income

Operating expenses

Personnel expenses

Research and development costs

Depreciation, amortization and write-down of non-current assets

O 00 N O U M W N -

Financialincome and expenses

=
o

Income taxes

-
a

Earnings per share

—
N

Intangible assets

—
w

Goodwill

N
N

Tangible assets

CONSOLIDATED NOTES TO THE PARENT COMPANY
FINANCIAL CONSOLIDATED INCOME FINANCIAL OTHER

STATEMENTS STATEMENT STATEMENTS INFORMATION

3 15  Inventories 50

5 16 Accountsreceivables 50

17 Other short-termreceivables and accruedincome 51

6 18  Deferred tax assets and liabilities 52
20 19  Investment properties 54
U 20 Assets classified as held for sale 54

21 Share capital, share premiumreserve and other reserves 55

22 22 Capitalmanagement 56
23 23 Share-based payment 56
23 24 Pension obligations and other benefit plans 57
24 25 Provisions 58
o5 26  Financialrisks and instruments 58
26 27  Restructuring debts 62
57 28  Other current liabilities and accruals 63
29 29 Reconciliation of financial liabilities to cash flow statement 63
29 30 Leaseliabilities 64
37 31 Contingent liabilities 65
39 32 Related party disclosures 65
21 33 Eventsafter end of period 66
41 Parent company financial statements........mm s ————————————— 67
42 Parent company iNCOMe SEAtEMENT ... ———————————————_ 67
42 Parent company balanCe SNEEL ... s 68
43 Parent company cash flow StateMENT ... ————————————— 69
43 Parent company accounting principles for the financial statements ... 70
43 Notes to the Parent COMPANY ....i——————————————— —— —— —‘— — 73
i: Signatures for the financial statement and board of directors’ report..............ccuns 81
45 AUIEOr'S REPOIL.....coooooiivivrritinnsssssss s s s 82
46 Information for Shareholders........——————————————— 89
46




REPORT BY CONSOLIDATED NOTES TO THE PARENT COMPANY
THE BOARD OF FINANCIAL CONSOLIDATED INCOME FINANCIAL OTHER
CONTENTS CEO'S REVIEW DIRECTORS STATEMENTS STATEMENT STATEMENTS INFORMATION
C tain brief
Componentais the leading manufacturer of metal components in Finland. Net sales by market areain 2019
We specialize in supplying cast and machined components, as well as " ¢ N
forged blanks, hydraulic pipes and plate cuttings, to our customers who J '{)—/} <P
are local and global manufacturers of vehicles, machines and equipment. ~ f

Other
countries

MEUR

We provide a one-stop-shop service and support our customers through
the whole process from design and engineering to production and deliveries.

Finland

MEUR

Componenta has foundries in Pori and Karkkila, machining services in
Jyvaskyld, Harma, Kurikka and Sastamala, and material services (plate
cuttings, hydraulic pipes and forged blanks) in Jyvaskyld and Leppavesiin
Finland.

The shares of Componenta are listed on Nasdagq Helsinki (CTH1V).

Net sales (continued operations) EBITDA (continued operations)

MEUR 50.7 MEUR 1.6

Distribution of net sales by

customer segment Operating result (continued operations)

39, MEUR-1.7 ~,

Benelux
countries

Machine building

\ a o
Agricultural machinery 23 o/° Average number of employees P
Forestry machines 10% ~510 0.1
Energy industry 12%
Defence industry 3% Order book - 4
Other industri 1% MEUR9.0 i
countries / | 3
MEUR /4 W'
. B
1.5 ‘
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Key figures 2019 2018 Change

Net sales, continued operations, MEUR 50.7 39.3 29.0%

EBITDA, continued operations, MEUR 1.6 3.2 -50.2%

Operating result, continued operations, MEUR -1.7 1.0 -274.7%

Operating result, continued operations, % -3.3 2.4 -235.4%

Result after financial items, continued operations, MEUR -2.1 0.9 -322.9%

Net result, continued operations, MEUR -2.1 0.9 -321.8%

;:.-. - | Net result, including discontinued operations, MEUR 14.6 1.0 1,295.6%
Y 2 01 9 u b ] f Basic earnings per share, EUR 0.08 0.01 12787%
ear In rle Diluted earnings per share, EUR 0.07 0.01 660.1%

e Net sales of continued operations increased from the previous year but Cash flow from operating activities, continued operations, MEUR 41 13 211.5%
EBITDA weakened. Cash flow from operating activities strengthened. Interest-bearing net debt, MEUR 8.7 34 359.8%
The Group's liquidity remained good. Return on equity, % 83.0 56 13925%

e |n August 2019, Componenta acquired the machining company Komas Return on investment, % 3.2 6.0 -47.1%
Oy (currently Componenta Manufacturing Oy). This acquisition made Equity ratio, % S04 303 re

Componenta the leading manufacturer of metal components in Finland.
Gross investments incl. lease liabilities,

n . continued operations, MEUR 2.8 11 1551%
e Despite our efforts we were not able to make the operations of :
Componenta Frammestad AB in Sweden permanently profitable. At Group's restructing debt, MEUR 123 160 -232%
the end of September 2019, Componenta Frammestad AB filed for Number of personnel at the end of the period,
incl. leased workers, continued operations 617 439 40.5%
bankruptcy.
Average number of personnel during the period,
e Theimplementation of restructuring programmes has progressed as incl. leased workers, continued operations 508 473 7.4%
planned. We paid EUR 1.6 million of external restructing debts. Order book at the end of the review period,

continued operations, MEUR 9.0 5.8 56.0%
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CEO’s review

In 2019, Componenta became the leading manufacturer of metal components in Finland.

For along time, our customers had expressed their wish that Componenta Since we did not manage to make the operations permanently profitable,
would have a wider offering of assembly-ready components. That is there was no point to continue them, and Componenta Frdmmestad AB
why we acquired Komas Oy (currently Componenta Manufacturing Oy), filed for bankruptcy on 25 September 2019. Giving up the unprofitable

a machining company, in August 2019. We can now serve the industries customer accounts of the Swedish machine shop business released
purchasing cast and machined components even better. Our = capital and allowed us to focus on the component and series sizes aligned
expanded product and service offering has been received y}A\ with our core business, and to diversify the range of service offeringin
well among the customers. In addition to cast and machined 1 . our production units in Finland.

components, we can now offer forged blanks, hydraulic pipes x Q "B

and plate cuttings. 'i To achieve synergy benefits and strengthen the Componenta brand,

the name of Componenta Finland Oy was changed to Componenta
Castings Oy and the name of Komas Oy was changed to Compo-
nenta Manufacturing Oy, as of 1January 2020.

&

In 2019, we focused on improving the profitability of our operations
and the implementation of the measures stipulated by the
restructing programmes. The first restructuring debt
payments were made by Componenta Corporation
and Componenta Finland Oy (currently Componenta
Castings Qy).

We will continue to enable profitable growth for Com-

ponenta and make good use of the synergy potential
for the benefit of our customers and shareholders. To
all our customers, who are manufacturers of vehicles,
machines and equipment, we want to be a flexible and
trusted partner.

For years, we worked to improve the profitability
of our Swedish machine shop, Componenta
Frdammestad AB. The profitability of its customer
relationships was weak, and we could not
significantly improve profitability through
negotiations on renewing customer agreements.
In addition, the products were low in added value
and most of the business consisted of refining
and supplying of castings from outside the Group.

| would like to thank our customers, suppliers, service
providers, stakeholders and everyone at Componenta
for their cooperation and contribution during the year.

Sami Sivuranta
President and CEO
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Report by the Board of Directors 2019

Business model

Componenta’s business modelis to supply cast and
machined components, as well as forged blanks,
hydraulic pipes and plate cuttings from its produc-
tion facilities in Finland to its customers who are local
and global manufacturers of vehicles, machines and
equipment. Componenta's business model is based
on long-term customer relationships. The com-
prehensive offering of the production units covers
component sizes ranging from hundreds of grams
to thousands of kilograms, and series sizes ranging
from small to tens of thousands of units. The offer-
ing also includes several different choices of iron
materials.

In Componenta’s value chain, value is created
mostly during the phase where end products are
used, as Componenta's customers are able to pro-
duce long-lasting end products.

Summary of the key events of the year

Implementation of the restructuring programmes of
Componenta Corporation and Componenta Finland
Oy (currently Componenta Castings Qy), confirmed
by the district court on 23 August 2017, began in May
2019.1n 2019, Componenta paid EUR 0.8 million of
internal restructuring debts and a total of EUR 1.6 mil-
lion of external restructuring debts.

The Sweden-based company Componenta
Frdmmestad AB filed for bankruptcy on 25 Septem-
ber 2019. Componenta Frammestad AB was classi-
fied as a discontinued operation in accordance with
IFRS 5 on 25 September 2019 and will be presented
under discontinued operation in the 2019 consoli-
dated financial statements. The bankruptcy did not
jeopardise the equity of Componenta Corporation,
Componenta Finland Oy (currently Componenta
Castings Oy) or the Group.

On 16 May 2019, Componenta signed an agree-
ment on the acquisition of shares and capital loans
of Komas Oy, a machining company, from funds
managed by CapMan, Fortaco Oy and certain pri-
vate individuals. The transaction was completed on
30 August 2019. Componenta conducted a directed
share issue for the sellers of Komas (currently Com-
ponenta Manufacturing Oy) as a form of paying the
purchase price. The purchase price of the acquisition
was paid by issuing shares in the company to the
sellers in accordance with the authorisation granted
by Componenta's Extraordinary General Meeting

of Shareholders on 1July 2019. The purchase price
consisted of 60 million new shares issued by Com-
ponenta. After the new shareissue, these shares
represent approximately 25.3% of the outstand-

ing shares in the company. The purchase price,

EUR 7.8 million, was based on the share price at the
time of the transaction.

Restructuring programmes

The implementation of restructuring pro-
grammes progressed as planned. The repay -
ment programmes of Componenta Corporation
and Componenta Finland Oy (currently Compo-
nenta Castings Oy) began in 2019 and will end in
2023.

On 31December 2019, the Group's exter-

nal restructuring debt totalled EUR 12.3 million
(31December 2018: EUR 16.0 million, including
EUR 2.5 million of external restructuring debts
of Componenta Frammestad AB). Of the
Group's external restructuring debts, short-
term debts amounted to EUR 1.6 million.

The external restructuring debts included

EUR 0.7 million of interest-bearing debt, of
which EUR 0.1 million was short-term.

According to the restructuring programmes, a
supplementary payment obligation to creditors
is incurred for Componenta Corporation and
Componenta Finland Oy (currently Componenta
Castings Oy), if the company's generated oper-
ating cash flow exceeds in any calendar year
(starting from 2018 and ending in 2022) the
operating cash flow predicted in the programme
balance sheet for the calendar year in question,
from which the operating cash flow shortfall
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from 2018 or later in proportion to the operating
cash flow predicted in the programme balance sheet
will be deducted once.

Only the company's unsecured creditors are entitled
to supplementary payments. In that case, the com-
pany has an obligation to pay a supplementary pay-
ment 50% of the amount by which the generated
operating cash flow exceeded the operating cash
flow predicted in the programme balance sheet for
the calendar year in question, from which the oper-
ating cash flow shortfall from 2018 or later in pro-
portion to the operating cash flow predicted in the
programme balance sheet. However, there will be

Repayment schedule for external restructuring debt

no supplementary payment obligation if the gener-
ated operating cash flow has exceeded the operating
cash flow predicted in the programme balance sheet
by a maximum of 10%. For 2019, no obligation to make
a supplementary payment was created for Compo-
nenta Corporation or Componenta Finland Oy (cur-
rently Componenta Castings Oy).

Continued operations

Continued operations during the review period
included foundries in Pori and Karkkila, Finland, and
metal product plants in Jyvdskyld, Harmd, Kurikka,
Leppdvesi and Sastamala, Finland. Furthermore, the

MEUR 2020 2021 2022 2023 Total
Componenta Corporation 0.7 0.7 0.7 54 75
Componenta Castings Oy 0.9 1.0 0.9 1.9 4.7
Total 1.7 1.7 1.7 7.2* 12.3

*) The larger final instalment in Componenta Corporation and Componenta Castings Oy's repayment programme is due to the fact that income from
the sale of properties not included in core business operations has been taken into account. This income will be used to pay debt at the end of the
programme. The final instalment also includes an additional obligation of EUR 3.2 million arising from the expiry of aloan guarantee of EUR 80 million.

Repayment schedule for the Group’s intra-Group restructuring debt

MEUR 2020 2021 2022 2023 Yhteensa
Componenta Corporation 0.0 0.0 0.0 0.0 0.0
Componenta Castings Oy 0.7 0.7 0.7 1.5 3.6
Total 0.7 0.7 0.7 1.5 3.6

continued operations include Finnish real estate
companies of limited importance.

Discontinued operations

The Sweden-based company Componenta Fram-
mestad AB filed for bankruptcy on 25 September
2019. Componenta recorded to its result of discon-
tinued operations the positive effect on profit and
loss of EUR 16.6 million caused by the loss of con-
trol after the bankruptcy of Componenta Fram-
mestad AB. The profit and loss impact consists of
the difference between the assets and liabilities of
Componenta Frammestad AB, including the impact
of translation differences accrued on equity, of the
write-down of Componenta Group's receivables
from Componenta Frammestad AB, as well as of the
EUR 27.0 million capital loan of Componenta Fram-
mestad AB to a third party which the Group had
classified as equity and which, due to loss of control,
was recognized through profit and loss in the result
of discontinued operations.

Order book
MEUR 2019 2018 Change
Order book 9.0 5.8 55.2%

At the end of 2019, Componenta's order book

of continued operations stood at EUR 9.0 million
(EUR 5.8 million). The order book contains the orders
confirmed to customers for the next two months.



REPORT BY CONSOLIDATED NOTES TO THE PARENT COMPANY
THE BOARD OF FINANCIAL CONSOLIDATED INCOME FINANCIAL OTHER
CONTENTS CEO'S REVIEW DIRECTORS STATEMENTS STATEMENT STATEMENTS INFORMATION
Net sales Result Componenta Frammestad AB's net sales and direct

Net sales by market area

Jan1l-Dec Jan1l-Dec

costs are no longer part of the continued opera-
tions' result.

Jan1 - Dec 31 Jan1 - Dec 31 Continued operations 31,2019 31,2018

MEUR ant- ezcow, ant- e2c°18, Operating result, MEUR -1.7 10 o .
Operating result margin, % 33 54  Thenet financing items of the Group's continued

Slwede” 7.9 78 Recult after finandial items, MEUR 21 0.0  operations,including the items affecting compara-

Finland 38.7 266 pocult MEUR 21 09 bility, were EUR 0.4 million (EUR 0.0 million). The

Benelux countries 0.1 0.1 \ \

Cerman 50 - change was due to increased expenses of inter-

y : : : EBITDA of the Group's continued operations weak- est-bearing debt related to the acquisition of Komas

Other European countries 15 2.0 \ - ,

Other counfrles 02 00 ened from the previous year to EUR 1.6 million Oy (currently Componenta Manufacturing Oy). The

Rental income 0'2 0'3 (EUR 3.2 million). The impact of exchange rate continued operations' result after financial items

Continued operations 507 303  differences on EBITDA was EUR 0.0 million was EUR -2.1million (EUR 0.9 million). The taxes of

Discontinued operations 226 s14  (EURO0.0million). The operating result of the Group's  the continued operations totalled EUR 0.0 million

Internal items/ eliminations 11.2 507 continued operations weakened from the previous (EUR 0.0 million) for the financial period.

Total 933 1207  yeartoEUR -17 million (EUR 1.0 million).

Continued operations during the financial period
included foundries in Pori and Karkkila, Finland, and
metal product plants in Jyvdskyld, Hdrmd, Kurikka,
Leppdvesi and Sastamala, Finland. Additionally, the
Group has real estate business operations in Finland
that are of limited importance.

Net sales of continued operations increased by

29.0% from the previous year to EUR 50.7 million

(EUR 39.3 million). Componenta's net sales increased
due to the consolidation of Komas (currently Compo-
nenta Manufacturing Oy) into Componenta Group as of
1September 2019.

By customer segment, Componenta’s net sales in
the financial period were as follows: Machine building
39%, agricultural machinery 25%, forestry machines
10%, energy industry 12%, defence industry 3% and
other industries in all 11%.

Besides the decrease in sales volumes during the last
quarter, Componenta’s profitability was burdened by
slightly increased quality costs and EUR 0.4 million

in advisory fees related to the acquisition of Komas
(currently Componenta Manufacturing Oy), recog-
nized in profit and loss. The advisory fees entered in
equity were EUR 0.3 million.

In addition, the Group's administrative costs have
increased in proportion to its continued operations’
net sales and operating result because of Com-
ponenta Frammestad AB's bankruptcy, since the
administrative costs of Componenta Corporation,

the parent company, have not changed due to Com-
ponenta Frammestad AB's bankruptcy, but con-
tinue to burden the continued operations' result while

The result of the Group's continued operations
totalled EUR -2.1million (EUR 0.9 million) for the
financial period. In 2019, Componenta had discon-
tinued operations due to the bankruptcy of Compo-
nenta Frdmmestad AB, and the result of discontin-
ued operations was EUR 16.6 million (EUR 0.1million).

The Group's result for the financial period was
EUR 14.6 million (EUR 1.0 million). The undi-

luted result per share for the financial period was
EUR 0.08 (EUR 0.01), and the undiluted result

per share of continued operations was EUR -0.01
(EUR 0.01). The diluted result per share for the
financial period was EUR 0.07 (EUR 0.01), and the
diluted result per share of continued operations
was EUR -0.01(EUR 0.01).
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Balance sheet, financing and cash flow

Cash flow and balance sheet 2019 2018
Cash flow from operations, continued

operations MEUR 4.1 1.3
Interest bearing net debt, continued

operations, MEUR 8.7 -3.4
Net gearing, % 54.9 -17.5
Equity ratio, % 294 39.3
The Group restructuring debt, MEUR 12.3 16.0
Return on equity, % 83.0 5.6
Return oninvestment,% 3.2 6.0

At the end of the financial period, the Componenta
Group's total liabilities were EUR 38.2 million

(EUR 29.7 million), of which the external restructur-

ing debts were EUR 12.3 million (EUR 16.0 million).
Componenta Corporation's share of the external restruc-
turing debts was EUR 7.5 million (EUR 7.8 million) and
Componenta Castings Oy's share was EUR 4,7 mil-

lion (EUR 5.7 million). The external restructuring debt
includes EUR 0.7 million (EUR 0.8 million) of interest-
bearing debt, of which EUR 0.1million (EUR 0.1 million)

is short-term. In addition, other long-term liabilities
amounted to EUR 10.7 million (EUR 2.6 million) and short-
term accounts payable, accrued debts and other debts
amounted to EUR 15.2 million (EUR 11.2 million). Other
long-term and short-term debts increased mainly due
to the acquisition of Komas (currently Componenta
Manufacturing Oy).

At the end of 2019, net gearing stood at 54.9% (-17.5%).
Net gearing includes only interest-bearing liabilities of
therestructuring debts. At the end of 2019, the Group's
equity ratio stood at 29.4% (39.3%). The change in net
gearing and equity ratio is mainly due to the acquisition

of Komas Oy (currently Componenta Manufacturing
Qy). Each of the Group companies had positive equity
at the end of 2019. The Group's equity was positive at
EUR 15.9 million (EUR 19.2 million).

At the end of the financial period, the compa-

ny's invested capital stood at EUR 29.1million

(EUR 21.2 million), the return on investment was 3.2%
(6.0%) and the return on equity 83.0% (5.6%).

At the end of the financial period, cash and cash
equivalents totalled EUR 4.5 million (EUR 5.3 million).
Additionally, at the end of the financial period, Group had
EUR 2.8 million undrawn committed credit facilities. The
net cash flow of continued operations for the financial
period was EUR 4.1million (EUR 1.3 million). The improved
net cash flow from continued operations is mainly due
to the favourable development of working capital. At the
end of the financial period, working capital of continued
operations (incl.inventory and receivables deducted by
accounts payable) was EUR 6.7 million (EUR 5.4 million).
Less capital is employed in inventory and days payables
outstanding (DPO) has prolonged. Furthermore, days
sales outstanding (DSO) has shortened.

Personnel

Personnel 2019 2018
Personnel expenses, MEUR, continued

operations -18.4 -133
Average number of personnel during the

period, Group 602 596
Average number of personnel during the

period, incl. leased personnel, Group 650 703
Number of personnel at period end,

continued operations 617 412
Number of personnel at period end, incl.

leased personnel, continued operations 617 439

The number of personnel of continued operations at
the end of the reporting period was 617 (412).

Capital expenditure

MEUR 2019 2018
Non-current assets 1.3 11
Leases 1.5 0.0
Total 2.8 11

The investments of continued operations amounted
to EUR 1.3 (EUR 1.1). The Group's net cash flow from
investments was EUR -0.7 million (EUR -0.2 million),
whichincludes the cash flow from the Group's invest-
ments in tangible and intangible assets, and the addi-
tions due to acquisition of a subsidiary. The cash flow
from investments of continued operations was EUR
-0.2 million (EUR 0.6 million). For the reporting period,
additions in right-of-use assets regarding leases
were in total EUR 1.5 million (EUR 0.0 million)

Research and development activities

During the financial period, the research and devel-
opment costs of Componenta’s continued opera-
tions totalled EUR 0.0 million (EUR 0.0 million). There
were no research and development costs, because
Componenta manufactures customer products.

Statement of non-financial information

Sustainability and sustainable development are an
integral part of Componenta’s operations. Sustain-
able operations are based on the company'’s values,
strategy and operating methods. Componenta's
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approach to sustainability covers both strategic
planning and short-term planning and development
work. Componenta's management sets annual tar-
gets for the most significant aspects of sustainabil-
ity, and their development is monitored and analysed
on a continuous basis. This also enables taking pre-
ventive measures when necessary.

From the perspective of sustainability, the most sig-
nificant aspects of Componenta's operations are
environmental responsibility and the well-being of
personnel.

In Componenta's industry, matters related to environ-
mental responsibility are emphasised. The production
of cast components is energy -intensive, and the pro-
duction process also generates significant amounts
of surplus sand and dust. Every year, the company
reports information related to environmental respon-
sibility for the Group's production units.

As Componenta's industry is also very labour-in-
tensive, personnel costs as well as investments in
employee well-being and competence have a signifi-
cant impact on the company's success. The company
respects the rights of its employees and operates
under safe working conditions. Componenta respects
its employees’ freedom of association and the right to
collective bargaining, and the company has zero toler-
ance for forced labour, child labour and discrimination.

Componenta reports on matters related to sus-
tainability and sustainable development annually in

the form of a statement of non-financial informa-
tionincluded in the Report by the Board of Direc-
tors. Componenta's Board of Directors has approved
this statement. The Board is committed to annually
defining the materiality of aspects related to sus-
tainability and non-financial information. The figures
presented in this section include both actual figures
for the year and figures for comparison with the cor-
responding period in the previous year.

The actual figures in this statement include those

of Komas Oy (now Componenta Manufacturing Oy)
that was acquired in 30 August 2019. Comparison
figures do not include the Komas Oy data. The actual
figures do not include Componenta Frdammestad AB
that was part of the Group until 25 September 2019.
Its impact has also been eliminated from the com-
parison figures.

Description of business model

Componenta's business modelis to supply cast and
machined components, as well as forged blanks,
hydraulic pipes and plate cuttings from its produc-
tion facilities in Finland to its customers who are local
and global manufacturers of vehicles, machines and
equipment. Componenta's business model is based
on long-term customer relationships. The compre-
hensive offering of the production units covers com-
ponent sizes ranging from hundreds of grams to
thousands of kilograms, and series sizes ranging from
small to tens of thousands of units. The offering also
includes several different choices of iron materials.

In Componenta's value chain, value is created
mostly during the phase where end products are
used, as Componenta's customers are able to pro-
duce long-lasting end products.

Environmental responsibility

Componenta's policies for quality, the environment,
health and safety guide the Group's measures related
to quality and environmental aspects. All produc-

tion units have third-party certified quality and envi-
ronmental management systems. The most signif-
icant risks concerning environmental responsibility
are mainly to do with the energy consumption of cast
component production, the surplus sand and dust
generated as a by-product in production, as well as
any emissions possibly caused by the operation of
production units.

At foundries, the melting of raw material and holding
its temperature involves high energy requirements,
which makes Componenta a significant consumer of
energy. Potential increases in energy prices or higher
taxes on energy consumption could have a substan-
tialimpact on Componenta's conditions for business.
The company'’s conditions for business would also be
weakened by increases in waste management fees
and waste taxes. The key risk factors for operations
also include the potential introduction of tighter envi-
ronmental permit regulations or emission limits.

Financial liability for environmental contaminationis a
significant risk due to the stringent nature and wide

10



REPORT BY CONSOLIDATED NOTES TO THE PARENT COMPANY
THE BOARD OF FINANCIAL CONSOLIDATED INCOME FINANCIAL OTHER
CONTENTS CEO’S REVIEW DIRECTORS STATEMENTS STATEMENT STATEMENTS INFORMATION

scope of current legislation. As Componenta's pro-
duction units are located near residential areas, it is
important that they comply with the emission and
noise limits specified in the conditions of their envi-
ronmental permits. Potential breaches of environ-
mental protection regulations would also have a neg-
ativeimpact on Componenta's business due to the
reputation risk associated with them. Componenta
manages environmental risks to ensure the continu-
ity and high quality of its operations and to prevent
negative environmental impacts.

Componenta's most important objectives related

to environmental responsibility are emission pre-
vention, energy efficiency, reducing energy con-
sumption and waste as well as the reuse of waste.
Energy consumption figures are actively monitored,
and the company seeks to improve the efficiency of
energy usage e.g. with quality development activ-
ities, by committing to an energy efficiency agree-
ment (Componenta Manufacturing Oy's units) and
with cast planning and by carrying out the necessary
energy reviews (Componenta Castings Oy's units).
Energy efficiency is also influenced by production
volumes and the evenness of the load.

In 2019, Componenta's total energy consumption
decreased by 14% from the previous year to 67.6
GWh (2018:78.6 GWh). Of the energy consumed,
81% was electrial energy (2018: 84%). The other
energy sources were district heat, liquid gas and oll,
which represented 19% of total energy consumption

(2018:16 %). Relative to production volume, the
energy consumption of the iron foundries increased
by 1.4%. The goal for 2019 was to limit the increase in
relative energy consumption to a maximum of 10%,
and that goal was achieved. Decreasing production
volumes at the iron foundries has a negative impact
on relative energy consumption and energy effi-
ciency, as the amount of energy required for main-
taining production capacity by, for example, holding
the temperature of molteniron does not decrease
with production volumes. Taking into account the
production volume estimates of foundries for 2020
and the negative impact of a possible decreasein
production volumes on relative energy consumption
and energy efficiency referred to above, the goal for
2020 is to limit the increase in energy consumption in
relation to production to a maximum of 5%.

The life cycle environmental impact of a product can
be influenced starting from cast component engi-
neering and the choice of materials. The better the
quality that is produced, the lower the number of
rejected castings and the smaller the consumption
of raw material, energy and resources. Componenta
considers it important to promote the recycling of
waste materials and to find new uses for them. Using
recycled material as raw material in production has
been an obvious choice for the company for along
time. Most of the raw material used for cast com-
ponents is recycled material. In 2019, recycled steel
accounted for 61% (2018: 59%) of the steel used at
the Group's iron foundries.

In spite of the efficient internal rotation of materi-

als, Componenta's production operations gener-

ate a significant quantity of waste. In 2019, Compo-
nenta’s production units generated a total of 19,025
tonnes (2018: 23,855 tonnes) of waste, of which
approximately 86% (2018: 85%) was reused. The tar-
get of recycling 86% of waste was achieved dur-

ing the period under review. Almost all waste gener-
ated at Componentais sorted, and unsorted waste
accounted for 0.36%in 2019 (2018: 0.26%) of the
total amount of waste. The recycled waste materi-
als include metals, slag, sand and dust. The final prod-
ucts manufactured by Componenta can also be recy-
cled. Componenta's aimis to ensure that all sand and
dust, in particular, is reused. In 2019, the development
projects related to the sorting and recycling of waste
included an overall mapping of the waste handling
process and investment in a waste compactor in the
Jyvdskyld unit of Componenta Manufacturing Oy. The
2020 target for waste recycling is 90%.

The most significant emissions from production
operations are related to dust generated in foundries.
The mould sand and binding agents used in found-
ries generate dust at various stages of the pro-
cess. Inside the foundries, dust is controlled by using
extraction points, and filtering equipment prevents
the dust from escaping into the air outside. Foundry
dust emissions in 2019 were 0.2 kg per tonne of cast
components (2018: 0.2 kg/tn). An annual target has
not been set, as dust emissions are measured at
three-year intervals using a certified procedure. The
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automatic monitoring of dust filtration systems helps
to react rapidly to the need to replace the filter and
automation has been systematically introduced to
the filtration systems of foundries. In addition, Com-
ponenta monitors and measures raw material con-
sumption and emissions from production, namely
particle and VOC emissions as well as environmental
noise caused by production.

Environmental expenses include costs that are
directly related to the environment, such as waste
management, waste water management and activ-
ities related to environmental protection. The pro-
cessing of production waste represents the vast
majority of the expenses. In 2019, the environmen-
tal expenses amounted to 1.41% (2018: 2.08 %) of
the Group's net sales. At Componenta, every invest-
ment is also assessed with regard to its environ-
mental impacts. New machinery and equipment and
changes in production methods can affect varia-
bles such as energy consumption, raw material con-
sumption and emissions.

Social responsibility and employees

At the end of 2019, the number of personnelin
Componenta's continued operations was 617 (2018:
412). Social responsibility is based on Componen-
ta's HR policy, management principles and values

— Openness, Honesty and Respect. Componenta
complies with the local regulations and rules related
to production and support functions in all of its

operations. In accordance with Componenta's val-
ues and management principles, all decisions per-
taining to recruitment, remuneration and promotion
are exclusively based on the competence and per-
formance of each employee. Each unit has an equal-
ity plan that is reviewed annually. Employees also
have access to an internal whistleblowing channel
for reporting issues such as suspected incidents of
discrimination.

In the industrial operating environment, the

risks related to social responsibility and human
resources are mainly related to occupational health
and accidents. Physically strenuous work in the
production environment requires investments

in occupational safety and healthy work meth-
ods. Significant direct and indirect costs caused

by absences due to illness and accidents have an
adverse effect on Componenta's operating prereq-
uisites. Particularly long sick leaves and the acci-
dents causing them are risk factors for the oper-
ations, because it may take along time to replace
human knowledge and skills.

To manage the risks related to occupational health,
Componenta has defined preventing absence due
toillness and reducing the actual rate of absence
due toiliness as a development area. A further goal
is to more effectively identify risks related to occu-
pational accidents and thereby reduce the accident
frequency. These areas of monitoring and develop-
ment are closely related.

To minimize and prevent accident risks, Componen-
ta's units arrange occupational safety training on a
regular basis and make sure that employees have
up-to-date, appropriate and sufficient tools at their
disposal. Each unit also has an occupational health
and safety programme that is regularly reviewed
and updated. The Karkkila and Pori foundries also
have a certified OHSAS 18001 occupational health
and safety system.

The employees’ capacity to work is maintained by
providing the necessary occupational healthcare
services. Preventive measures are used with the
aim of significantly reducing absence due toillness.
Componenta invests in working ability manage-
ment e.g. by training managers and supervisors and
by increasing the awareness of actions maintain-
ing the ability to work, such as the early interven-
tion model.

In 2019, the percentage of long and short absences
due toiliness and accidents from the planned work
time decreased from the previous year to 4.62%
(2018:5.5%), thus being well below the 2019 tar-
get of 5.5%. Componenta has an operational model
for responding to absence due toillness. The model
highlights cooperation between the employee, the
occupational healthcare provider and the HR func-
tion. The purpose of actions compliant with this
modelis to prevent illness from leading to incapacity
for work. The target for 2020 is that the amount of
absences due toiliness does not exceed 4.5%.

12
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Componenta monitors and logs regularly not only Respect for human rights Principles and Rights at Work. Furthermore, suppli-

actual occupational accidents, but also “close calls”.
The operations are based on the premise that no
accidents occur at work. In 2019, there were 54
accidents (2018: 85) causing an absence from work
per million working hours. There were two seri-

ous accidents during the period under review, but
no fatalities. The target for 2019 (less than 70 acci-
dents per million working hours) was met. The 2020
target at Componenta is not to have more than 40
accidents per million working hours. Among other
things, this is strived at through systematic devel-
opment of the safety culture, by paying particular
attention to the induction training of new employ -
ees, by providing appropriate instructions for work
and by encouraging employees (e.g. by rewarding) to
bring up and report any safety-related observations
concerning their own working environments.

The majority of occupational accidents are caused
by carelessness or actions that deviate from normal
operating procedures. With this in mind, the aimis to
anticipate potential hazards and take timely action
to intervene in deficiencies related to adherence to
the correct working methods. Incidents that led to
accidents or close calls are systematically investi-
gated in accordance with the company's operational
model and the necessary actions are subsequently
taken to update work instructions and increase
awareness among the work community. Employees
are reminded of the instructions and safe working
methods as often as possible.

Componenta’'s most significant purchases are related
to the raw materials required in the production of iron
cast components. As Componenta’s raw material and
supply chains are global, the company aims to place
increasing attention on respect for human rights
throughout the supply chain. In addition, Compo-
nenta's customers require that the most widely rec-
ognised ethical principles are adhered to in the sup-
ply chain. However, the choice of business partners is
influenced by many different factors and, for exam-
ple, certain raw materials required in production oper-
ations can only be sourced from a small group of sup-
pliers. The most significant risks related to human
rights violations involve suppliers and subcontractors
that operate in the supply chain for Componenta'’s
products in countries where the observance of inter-
nationally recognised human rights or workers' rights
cannot be guaranteed. Potential violations of human
rights and workers' rights in the company's supply
chain cause reputation risks, in particular.

In accordance withits Code of Conduct, Componenta
strives to ensure that the supply chain for its prod-
ucts observes human rights and does not promote
conflict. Suppliers and subcontractors are required to
comply with existing laws and regulations. Suppli-
ers and subcontractors are also required to support
and respect internationally recognised human rights
as defined in the UN Universal Declaration of Human
Rights and the ILO Declaration on Fundamental

ers and subcontractors must comply with the qual-
ity and environmental standards that Componenta
adheres to.

Componenta respects human rights in its sphere of
influence and operates in a transparent and trustwor-
thy manner. Understanding the principles pertain-
ing to respect for humanrights is every Componenta
employee's responsibility. One key aspect of Com-
ponenta’s risk management is the whistleblowing
channel that employees and other stakeholders can
use to report suspected incidents of non-compliance
with the company's Code of Conduct, such as viola-
tions of human rights.

The most significant role with regard to risks iden-
tified in the supply chainis played by Componenta's
procurement and sales organizations as well as unit-
level management and the company's senior man-
agement. In 2019, Componenta arranged training on
the company's Code of Conduct for all white-col-

lar employees, including practices related to human
rights. A total of 79% of the Group's white-col-

lar employees attended the training. The training is
arranged annually.

Anti-corruption and bribery

Componenta’'s most significant risks in terms of
anti-corruption and bribery are related to potential
violations or negligence concerning Componenta's
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Code of Conduct in the production chain. Fair com-
petition is a key operating principle for Componenta.
It guides the company's conduct towards its com-
petitors and customers as well as its activity in the
business community. Componenta or its employ-
ees or other parties representing Componenta may
not offer, give or receive bribes or any other ille-
gal benefits. Business partners or public authori-
ties must not be offered improper financial benefits
in order to promote Componenta's business oper-
ations or the company’s other benefits. Negligence
of anti-corruption and bribery provisions can pose
areputation risk and a risk of sanctions for Compo-
nenta as well as financial losses if production chain
partners are not selected based on appropriate cri-
teria related to overall economic considerations. The
company's Code of Conduct includes instructions
related to, among other things, giving and receiv-
ing gifts and hospitality as well as avoiding conflicts
of interest. Componentais a politically independent
company.

Componenta's operational programme aimed at
the identification and prevention of risks related to
corruption and bribery includes training for man-
agers and employees. It is considered impor-

tant that employees understand what bribery is
and how it must be prevented at the level of their
practical duties. Componenta’s procurement and
sales organizations as well as unit-level manage-
ment and the company's senior management

play a significant role in anti-corruption and brib-
ery activities. These groups attended the Code of
Conduct training that was arranged for the Group's
white-collar employees in 2019 and included dis-
cussion about anti-corruption and bribery prac-
tices. For more information about the training and
the attendance rate, see section "Respect for
human rights" above.

Componentais committed to responsible operations
and honesty in accordance with its Code of Conduct.
Componenta's Code of Conduct supports the cor-
rect procedure in situations where an employee faces
an ethical dilemma. Every Componenta employeeis
encouraged to raise questions about the company's
Code of Conduct and report potential observations
or suspicions concerning violations. The company's
business partners and other stakeholders can

also report any observed or suspected violations.
Componenta's whistleblowing channel also plays an
important role in the reporting of suspected incidents
of corruption and bribery. The Code of Conduct train-
ing arranged in 2019 also aimed at increasing aware-
ness of the channels provided for reporting potential
violations. No reports were made through the whis-
tleblowing channelin 2019.

Shares and shareholders

The shares of Componenta Corporation are listed
on the Nasdaq Helsinki stock exchange. During

the financial year, the average share price was
EUR 0.13, the lowest share price was EUR 0.11
and the highest was EUR 0.17. The share price
at the end of 2019 was EUR 0.11(EUR 0.15). At
the end of the financial period, the market value
of the company’s shares was EUR 26.6 million
(EUR 26.6 million). Out of the entire share capi-
tal, 25.4% (61.6%) were traded during the finan-
cial year.

Componenta Corporation’s share capital was

EUR 1.0 million (EUR 1.0 million) at the end of the
financial year. At the end of the financial year, the
total number of company’s shares was 237,269,224
(177,269,224). The company had 7,632 (7,633)
shareholders at the end of the financial year.

The majority owners of Komas (currently Compo-
nenta Manufacturing Qy), i.e. the funds managed
by CapMan and CapMan's portfolio company Fort-
aco Oy (““Majority Owners"), have in the share pur-
chase agreement undertaken not to exercise the
voting rights attached to their prospective shares
until the shareholding of the Majority Ownersin
Componenta has decreased below 10%. In accord-
ance with the restriction, the Majority Owners will
abstain from exercising the voting rights at the
general meetings of Componenta to the extent
that the voting rights represent 50% or more of
the votes represented in the general meeting
concerned.
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Largest registered shareholders on

31December 2019
Share-holder Shares %
1 Capman Buyout VIIl Fund A L.P. 26,196,435 11.04

Shareholders by sector on 31December 2019
%

2 Etra Capital Oy 20,000,000 843

3 Fortaco Oy 10,706,866 451

4 Varma Mutual Pension

Insurance Company 10,406,279 4,39

5 Elo Mutual Pension

Insurance Company 8,901,288 3.75

6 Capman Buyout VIlIFund B

Kommanditbolag 5,821,395 2.45

7 Nikula Jukka-Pekka 5,215,883 2.20

8 Nordea Bank ABP* 3,078,705 130

9 University of Lapland 2,873,000 1.21

10 SuutariHarri Yrjc Kalevi 2,499,000 1.05

Nominee-registered shares 5,317,027 224

Other shareholders 139,332,051 57.43

Total 237,269,224 100.00

*) Nominee-registered shares

Breakdown of share ownership on

31December 2019
Share-

Number of shares holders % Shares %
1-100 674 8383 38194 0.02
101-500 1190 15.59 365,259 015
501-1000 937 12.28 803,377 0.34
1001-5000 2181 2858 6,191,204 261
5001-10 000 994 13.02 8127610 343
10 001-50 000 1,201 1574 28810915 1214
50001-100 000 210 275 15769384 6.65
100 001-500 000 191 250 39,729,374 16.74
500001-999 999 999 54 071 139,332,051 57.92

Total = totalissued 7,632 100.00 237,269,224 100.00

Finnish companies 20.16
Financial institutions and insurance companies 131
General government bodies 9.49
Households 51.19
Non-profit institutions 0.85
Nominee-registered shares and other foreign
shareholders 17.00
100.00

Notifications of major shareholding

During 2019, Componenta received four notifications
of major shareholding compliant with the Securi-
ties Markets Act and issued separate stock exchange
releases for them.

According to the notifications of major sharehold-
ing, the share of Etra Capital Oy of the total number
of shares and voting rights in Componenta Corpora-
tion fell below 10% (on 4 September 2019), the share
of Mutual Pension Insurance Company Varma of the
total number of shares and voting rights in Com-
ponenta Corporation fell below 5% (on 5 Septem-
ber 2019), the share of Elo Mutual Pension Insurance
Company of the total number of shares and voting
rights in Componenta Corporation fell below 5% (on
5 September 2019), and the share of CapMan Buy-
out VIl Fund A L.P. and its portfolio company Fortaco
Oy of the total number of shares and voting rights in
Componenta Corporation exceeded 15% (on 5 Sep-
tember 2019).

The announced changes in ownership were asso-
ciated with Componenta's directed shareissue
arranged for paying the price of the acquisition of
Komas Oy (currently Componenta Manufacturing
Oy). In the directed share issue, 60 million new shares
were subscribed, after which the total number of
Componenta Corporation’s shares was 237,269,224,

Resolutions of the
Annual General Meeting

The Annual General Meeting of Componenta Cor-
poration, held on 16 May 2019, adopted the finan-

cial statements and the consolidated financial state-
ments for the financial period from 1January to 31
December 2018 and discharged the members of the
Board of Directors and the CEO from liability concern-
ing the financial period. In accordance with the pro-
posal of the Board of Directors, the General Meeting
resolved that no dividend shall be distributed for the
financial period ended which on 31 December 2018.

The number of the members of the Board of Direc-
tors was resolved to be four (4). The General Meet-
ing resolved to re-elect Anne Leskeld, Asko Nevala
and Petteri Walldén, all currently members of the
Board Directors, and to elect Harri Pynnd as a new
member of the Board of Directors.

The General Meeting resolved that the annual
remuneration payable to the Chairman of the Board
shallbe EUR 50,000 and the annual remuneration
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payable to other members of the Board of Directors
shallbe EUR 25,000. In addition, the members of
possible committees of the Board of Directors will
be paid an annual remuneration of EUR 5,000. Travel
expenses of the members of the Board of Directors
shall be compensated in accordance with the com-
pany's travel policy.

The General Meeting elected Authorized Pub-
lic Accountants PricewaterhouseCoopers Oy as the
company's auditor.

The General Meeting resolved to amend the Articles
of Association of the company so that general meet-
ings may be held, in addition to the domicile of the
company, alternatively in Vantaa, Espoo or Karkkila.

After the amendment, Section 8 of the Articles of
Association reads as follows:

"'8. Notice of meeting: *The notice of General
Meeting shall be delivered by releasing the notice
of meeting on the company's webpage and as
stock exchange release no more than three (3)
months and no less than three (3) weeks prior

to the General Meeting, however, always at least
nine (9) days prior to the record date of the Gen-
eral Meeting. The Board of Directors may in addi-
tion decide to announce the notice of meeting in
other ways. A shareholder wishing to participatein
the General Meeting shall register his/her partic-
ipation as required in the notice of meeting and at

the latest on the date stated in the notice, which
may be no earlier than ten (10) days before the
meeting. The General Meeting may be held either
at the company’s domicile or in Vantaa, Espoo or
Karkkila."

Resolutions of the Extraordinary
General Meeting

The Extraordinary General Meeting of Componenta
Corporation held on 1July 2019 resolved to give
required authorizations for the Board of Directors of
the company to conclude the transaction related to
the acquisition of shares and capital loans of Komas
Oy (currently Componenta Manufacturing Oy). The
resolutions of the Extraordinary General Meeting
included the following main items:

In accordance with the terms and conditions of the
corporate transaction, the contract price will be paid
by giving the sellers the company’s shares. The
General Meeting resolved to authorise the Board

of Directors to decide on a new share issue so that
the maximum number of shares to be issued by vir-
tue of the authorizationis 60,000,000 new shares,
equivalent to approximately 33.8% of the total
number of all shares of the company on the date of
notice of meeting. The shares to be issued by vir-
tue of the authorization may be used as payment

in the contemplated transaction. New shares may
beissued through a directed share issue in deviat-
ing from the shareholders’ pre-emptive subscription

right if there is a weighty financial reason for the
deviation from the company'’s point of view. The
subscription price of the new shares can be paid as a
contribution in kind. Based on the authorization, the
Board of Directors is entitled to resolve on all other
matters related to the shareissue. The authorization
is valid until 30 June 2020 at the latest.

In accordance with the provisions of the transac-
tion, the company would take its own shares issued
to the sellers as a security. The General Meet-

ing resolved to authorize the Board of Directors to
decide on taking the company's own shares up to
amaximum of 12,000,000 shares as a security in
one or more tranches. Based on the authorization,
the Board of Directors may not make a resolution
based on which the number of shares to be taken
as a security, together with the shares possibly held
by the company or its subsidiaries, would consti-
tute one tenth or more of the total number of shares
in the company. The Board of Directors is, based on
the authorization, entitled to resolve on all other
conditions for acquiring and/or taking own shares
as a security. The authorization is valid until 30 June
2020 at the latest.

With respect to the possible realization of the com-
pany’'s own shares taken as a security based on
the authorization given above, the General Meet-
ing resolved to authorize the Board of Directors to
decide on the transfer of own shares held by the
company in one or several parts, either against
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payment or without payment. The total num-

ber of new shares to be transferred may amount
to a maximum of 12,000,000 shares, equivalent to
approximately 6.8% of the total number of shares
of the company on the date of the notice of meet-
ing. The authorization entitles the Board of Direc-
tors to decide on all terms and conditions related to
the transfer of shares, including the right to devi-
ate from the shareholders’ pre-emptive subscrip-
tion rights. The authorization s valid until 31Decem-
ber 2020 at the latest.

The General Meeting resolved that the number of
the members of the Board of Directors be increased
from four to five. It was resolved to elect Harri Suu-
tari as a new Board member for a term ending at the
close of the next Ordinary General Meeting. Presi-
dent and CEO Harri Suutari had earlier stated that if
heis elected Board member, he will resign his post
as President and CEO and a new President and CEO
will be appointed for the company. Marko Pentti-
nen assumed the position of Componenta's Pres-
ident and CEO when the acquisition of Komas Oy
was implemented.

The General Meeting resolved that the annual remu-
neration payable to a board member in accordance
with the resolution of the Ordinary General Meeting
dated 16 May 2019 shall be paid to Harri Suutari pro
rata temporis for the duration of his term. In other
respects, the resolutions of the Ordinary General

Meeting held on 16 May 2019 regarding remu-
neration of the Board of Directors remain in force
unaltered.

Share-based incentive scheme

On 12 November 2018, the Board of Directors of
Componenta Corporation decided to introduce two
share-based incentive schemes for the Group'’s
key employees: an option scheme and a restricted
share plan. The schemes are used to encourage key
employees to commit to long-term employment

at the Company in order to increase shareholder
value. The schemes are also used to make the key
employees commit to the Company.

On 10 February 2020, the Board of Directors of
Componenta Corporation decided to convert option
rights 2018A returned to the company into option
rights 2018B. After conversion of the option rights,
there are a total of 2,013,750 option rights 2018A, a
total of 2,861,500 option rights 2018B and a total of
2,445,250 optionrights 2018C.

The subscription periods for shares to be subscribed
using the option rights are as follows: 1December
2021- 30 November 2023 for option rights 2018A,
1December 2022 - 30 November 2024 for option
rights 2018B and 1December 2023 - 30 November
2025 for option rights 2018C. One option right enti-
tles to the subscription of one share.

The share subscription price using option right
2018A isEUR 0.7 per share, i.e. the trading vol-
ume-weighted average price at Nasdaq Helsinki

Oy during the period of 12 October - 8 November
2018, the share subscription price using option right
2018Bis EUR 0.128 per share, i.e. the trading vol-
ume-weighted average price at Nasdaq Helsinki Oy
during the period of 14 October - 8 November 2019,
and the share subscription price using option right
2018C will be the trading volume-weighted average
price at Nasdaq Helsinki Oy during the period of 12
October - 6 November 2020. The subscription price
of the share decreases by the amount of dividends
and distribution of assets decided before the sub-
scription. The share subscription price is entered in
the company's unrestricted equity reserve.

The reward of the restricted share unit plan for 2018
is based on the key employee’s existing contract

of employment or service and continuation of the
employment during the commitment period. The
reward will be paid partly in shares and partly in cash
after the commitment period that ends in Novem-
ber 2021, by the end of December 2021 at the lat-
est. The purpose of the cash portion s to cover

the taxes and tax-like levies incurred by the key
employee. The total remuneration payable from the
plan shall not exceed the value of 1,999,500 shares
of Componenta Corporation, including the portion
paidin cash.
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Board of Directors and management

At its organisation meeting held after the Annual
General Meeting on 16 May 2019, the Board of
Directors elected Petteri Walldén as Chairman of
the Board and Anne Leskeld as Vice Chairman of the
Board. The Extraordinary General Meeting held on 1
July 2019 resolved to increase the number of Board
members from four to five, and Harri Suutari was
elected new member of the Board. He started as a
Board member on 30 August 2019 when the acqui-
sition of Komas Oy (currently Componenta Manu-
facturing Oy) was implemented. The Board meet-
ing held on 2 September 2019 elected Harri Suutari
as Chairman of the Board, and Petteri Walldén, Anne
Leskeld, Asko Nevala and Harri Pynnd continued as
Board members.

The Corporate Executive Team was supplemented
on 2 September 2019 by appointing Miikka Jdmsen
as Director, Sales and Marketing, Arto Pitkdamo as
Director, Machining Services and Sami Sivuranta as
Director, Development. The composition of the Cor-
porate Executive Team as of 31December 2019 was:
Marko Penttinen, President and CEO; Mervi Immo-
nen, General Counsel; Miikka Jamsen, Director, Sales
and Marketing; Marko Karppinen, CFO; Pasi Makinen,
Director, Material Services; Arto Pitkamo, Director,
Machining Services; and Sami Sivuranta, Director,
Development.

Risks and business-
related uncertainties

The most significant risks to Componenta's busi-
ness operations are risks linked to the operat-

ing environment (competitive situation, price risks,
commodity risks and environmental risks), risks
relating to business operations (customer, supplier,
productivity, production and process risks, labour
market disruptions, contractual and product liability
risks, personnel and data security risks) and financ-
ing risks (risks relating to the availability of financing
and liquidity; currency, interest rate and credit risks).
Exchange rate fluctuations are hedged using foreign
currency loans and deposits, as well as other natural
hedging relationships.

The availability of certain raw materials, such as recy-
cled steel and pig iron, and energy at competitive
prices is essentially important for the company’s
business. The cost risk associated with raw materials
is mainly managed with price agreements according
to which the prices of products are adjusted to cor-
respond with the changes in commodity prices. An
increase in raw material prices may tie more money
than expected in working capital.

Componenta's potential risks associated with the
availability of working capital and liquidity may
have a negative impact on the volumes of new
trade in the future and may mean that the custom-
ers place smaller orders for new products replacing

discontinued ones. Possible cases of losing custom-
ers due to commercial reasons may also reduce the
volumes.

When assessing the ability to continue as a going
concern, the most significant estimates and
assumptions as well as uncertainties by the com-
pany and its management are as follows:

e (Componenta Corporation and Componenta
Castings Oy will be able to make the paymentsin
accordance with the restructuring programme. A
material risk to the success of the restructuring
programmes is the availability of working capital,
because the main customers will support Com-
ponenta with shorter-than-normal payment
terms and because the Group companies under-
going restructuring do not at the moment have
access to external financing.

e (Componenta Castings Oy will be able to partly
make up for the volume that has decreased due
to the bankruptcy of Componenta Frammestad
AB with new orders placed by existing and new
customers and succeed with the adaptation
measures, particularly at the Pori foundry.

e When analysing cash flow and liquidity forecasts
for the companies over the next 12 months, the
management has estimated the companies’
future sales volumes, net sales, EBITDA margins,
capital expenditure and working capital needs.
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Key events after the financial year

As published in a stock exchange release on 27 Feb-
ruary 2020, the number of members of the Cor-
porate Executive Team of Componenta Group will
decrease from seven to five effective 1March 2020.
The aim of the change is to have a cost-efficient
administration and clarity in the management's
responsibilities. In connection with this change, Pasi
Madkinen, currently Director, Material Services will
be appointed Chief Operating Officer as of 1March
2020. The composition of the Corporate Executive
Team as of 1March 2020 will be: President and CEO
Marko Penttinen, General Counsel Mervilmmonen,
CFO Marko Karppinen, COO Pasi Mdkinen, and Direc-
tor, Development Sami Sivuranta. Miikka Jamsen
who was earlier responsible for sales and market-
ing in the Corporate Executive Team will be report-
ing to Pasi Mdkinen, and Arto Pitkdmo who was ear-
lier responsible for machining services will leave the
employment of Componenta.

As published in a stock exchange release on 11 March
2020, the Board of Directors of Componenta have
appointed M.Sc. (Eng.) Sami Sivuranta as the new
President and CEO of the company, validimmedi-
ately. Componenta’s previous President and CEO,
Marko Penttinen, will be available during the transition
period to carry out certain duties as determined by
the President and CEO.

Componenta’s guidance for 2020

Componenta expects the net sales of contin-

ued operations to be EUR 65 - 80 million in 2020.
EBITDA is expected to remain positive. Net sales of
continued operations in 2019 was EUR 50.7 million
and EBITDA was EUR 1.6 million.

Possible increase in raw material prices and the
general competitive climate as well as the develop-
ment of customers’ sales volumes may affect the
business outlook.

Dividend proposal

On 31December 2019, the parent company's dis-
tributable assets amounted to EUR 26.8 million
(15.2 million). Pursuant to Chapter 9, Section 58 of
the Restructuring of Enterprises Act, Componenta
cannot distribute dividend between the approval

and the conclusion of the restructuring programme.

Pursuant to Chapter 14, Section 2 of the Limited
Liability Companies Act, the company cannot dis-
tribute the company's unrestricted equity to share-
holders during the next three years, because the
company has reduced its share capital for loss cov-
erage on 11 May 2017.

Annual General Meeting

The Annual General Meeting of Componenta Corpo-
ration will be held on 16 April 2020 at 09.00 EET in
Vantaa, Finland. The notice of meeting will be pub-
lished as a separate stock exchange release.

Corporate Governance Statement

Componenta Corporation will publish its Corporate

Governance Statement for 2019 as a separate report.

Once published, the statement can be read on the
company's website at www.componenta.com.
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KEY RATIOS, December 31 Per share data

2019 2018 2017 2016 2015 2019 2018

Statement of financial position total, MEUR 54.1 48.9 52.8 84.0 4022 Basic earnings per share (EPS), EUR 0.08 0.01

Net interest bearing debt, MEUR 8.7 -3.4 -3.0 90.0 2370 Diluted earnings per share (EPS), EUR 0.07 0.01

Invested capital, MEUR 29.1 21.2 208 -350 2617 Cash flow per share, EUR 0,00 002

Return on investment, % 3.2 6.0 n/a n/a -7.2 Equity per share, EUR 0.07 011

Return on equity, % 83.0 5.6 n/a n/a  -92.6  P/Emultiple 1.45 2547

Equity ratio, % 29.4 393 348 -1653 4.6 Share price at year-end, EUR 0.11 0.15

Net gearing, % 549 -175  -16.2 n/a 12730  Averagetradingprice, EUR 013 018

Investments in non-current assets, MEUR 1.3 18 2.8 19.9 315 Lowest trading price, EUR 0.11 0.14

Number of personnel at period end* 617 412 691 664 3979  Highesttrading price, EUR 0.17 0.26

Average number of personnel* 480 414 680 763 3082 Market capitalization at year-end, MEUR 26.6 26.6

3 ‘ . . . Trading volume, 1,000 shares 60,170 109,147

St ncisde oy e of persomnel o contimsetoperatonele s eceme sors. - Trading volume, % 254 616

The figures for 2014-2015 include whole group. Weighted average of number of shares, 1,000 shares 192,269 177,269

Number of shares at year-end, 1,000 shares 237,269 177,269

Trading volume, % 61.6 2059

Weighted average of the number of shares, 1,000 shares 177,269 176,985

Number of shares at year-end, 1,000 shares 177,269 177,269

20



CONTENTS

REPORT BY
THE BOARD OF

CEO’S REVIEW DIRECTORS

CONSOLIDATED NOTES TO THE PARENT COMPANY
FINANCIAL CONSOLIDATED INCOME FINANCIAL OTHER
STATEMENTS STATEMENT STATEMENTS INFORMATION

Calculation of key financial figures

Return on equity, %
(ROE)

Return oninvestment,
% (ROI)

Equity ratio, %

Basic earnings per
share, EUR (EPS)

Diluted earnings per
share with dilution, EUR

Cash flow per share,
EUR (CEPS)

Profit (Group) after financial items — income taxes x 100

Shareholders' equity without preferred capital notes +
non-controlling interest (starting & closing balance average)

Profit (Group) after financial items + interest and other financial
expenses x 100

Shareholders’ equity + interest bearing liabilities (starting & closing
balance average)

Shareholders' equity, preferred capital notes excluded +
non-controlling interest x 100

Balance sheet total - advances received

Profit after financial items — income taxes +/- non-controlling
interest - deferred and paid interest on hybrid loan

Average number of shares during the financial period

As above, the number of shares has been increased with the
possible warrants outstanding. When calculating the dilution effect
of warrants, the number of shares has been adjusted with the
number of own shares which the company could have acquired,

if it would have used the funds generated from the warrants to
buy back of own shares at market price (= average trading price).
After tax interest expense of the possible convertible loan has
been added to the profit of the period. Number of shares that can
be subscribed by the loan has been added to the number of total
shares.

Net cash flow from operating activities

Average number of shares during the financial period

Average trading price,
EUR

Equity per share, EUR

Dividend per share, EUR

Payout ratio, 7%

Effective dividend
yield, %

Market capitalization,
MEUR

P/E multiple

Net interest bearing
debt, MEUR

Net gearing, %

EBITDA, EUR

Trading volume

Number of shares traded during the financial period

Shareholders’ equity, preferred capital notes excluded

Number of shares at period end

Dividend

Number of shares at period end

Dividend x 100

Earnings (as in Earnings per share)

Dividend per share x 100

Market share price at period end

Number of shares x
market share price at period end

Market share price at period end

Earnings per share

Interest bearing liabilities + preferred capital notes -
cash and bank accounts

Net interest bearing liabilities x 100

Shareholders’ equity, preferred capital notes excluded +
non-controlling interest

Operating profit + Depreciation, amortization and write-downs +/-
Share of the associated companies' result
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Group development

Group development is not part of the official financial statements.

Group development, Jan 1- Dec 31

2019* 2018* 2017** 2016** 2015***
Net sales, MEUR 50.7 393 122.4 1389 2101
Operating profit, MEUR -1.7 1.0 26.3 -32.3 -18.5
Operating result margin, % -3.3 2.4 21.5 -23.3 -8.8
Financialincome and expenses, MEUR -04 0.0 102.0 331 -16.6
Profit/loss after financial items, MEUR -2.1 0.9 128.3 0.8 -351
Profit for the financial period, MEUR =21 0.9 128.8 -6.1 -62.2
Profit for the financial period, Discontinued operations, MEUR 16.6 01 -4.8 -209.5 -204
Order book at period end 9.0 58 23.6 20.4 31.4
Change in net sales, % 29.0 - -11.8 -33.9 -57.6
Share of export and foreign activities in net sales, % 23.2 318 79.2 80.0 913

*) The figures for 2018 - 2019 are current continued operations figures.
**) The figures for 2016 - 2017 are continued operations figures that were published in 2017 financial statement and include Componenta Frammestad AB.
***) The figures for 2015 are continued operations figures that were published in 2016 financial statement and include Wirsbo sub-group.
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Consolidated financial statements
Consolidated income statement

Jan 1-Dec 31, Jan 1-Dec 31,
MEUR Note 2019 % 2018* %
Continued Operations:
Net sales 1 50.7 100.0 393 100.0
Other operating income 4 0.0 1.9
Operating expenses 56,7 -49.1 -38.0
Depreciation, amortization and write-down of non-current assets 8 -3.3 -2.2
Share of the associated companies’ result 0.0 0.0
Operating result -1.7 -3.3 1.0 2,4
Financialincome 9 0.0 0.0
Financial expense 9 -0.4 0.0
Financialincome and expenses in total -0.4 0.0
Result after financial items -2.1 -4.0 0.9 2,3
Income taxes 10 0.0 0.0
Result for the financial period, continued operations -2.1 0.9
Discontinued Operations:
Result for the financial period, Discontinued Operations 3 16.6 01
Result for the financial period 14.6 1.0
Allocation of net profit for the period
To equity holders of the parent 14.6 1.0
14.6 1.0

Earnings per share calculated on the profit attributable to the shareholders of the parent company

Earnings per share, Group, EUR 11 0.08 0.01
Earnings per share, Continued operations, EUR 11 -0.01 0.01
Earnings per share, Discontinued operations, EUR 11 0.09 0.00
Earnings per share with dilution, Group, EUR 11 0.07 0.01

The notes are anintegral part of these financial statements.

*) The comparative figures from 2018 on consolidated income statement and cash flow statement have been adjusted because Componenta Frammestad AB’
operations have been classified as discontinued operations according to the IFRS 5 standard 23
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Consolidated statement of comprehensive income

Jan 1-Dec 31, Jan1-Dec 31,

MEUR 2019 2018*
Net result 14.6 1.0
Continued Operations:
Other comprehensive income
Items that may be reclassified subsequently to profit or loss

Translation differences - 0.0

Cash flow hedges 0.0 0.0
Total items that may be reclassified to profit or loss subsequently 0.0 0.0

Income tax on other comprehensive income 0.0 0.0
Other comprehensive income, net of tax, Continued operations 0.0 0.0
Discontinued Operations:

Revaluation of land and property, net of tax 0.6 -

Translation differences 1.0 -01

Other items -27.2** -
Other comprehensive income, net of tax, Discontinued operations -25.5 -01
Total comprehensive income -11.0 0.9
Allocation of total comprehensive income

To equity holders of the parent -11.0 0.9
Total comprehensive income -11.0 0.9

The notes are anintegral part of these financial statements.

*) The comparative figures from 2018 on consolidated income statement and cash flow statement have been adjusted because
Componenta Frammestad AB’ operations have been classified as discontinued operations according to the IFRS 5 standard.

**) Includes EUR 27.0 million capital loan to a third party which the Group had classified as equity and which, due to loss of control, was recognized

through profit and loss account in the result of discontinued operations.
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Consolidated statement of financial position
Jan 1-Dec 31, Jan 1-Dec 31, Jan 1-Dec 31, Jan 1-Dec 31,
MEUR Note 2019 2018 MEUR Note 2019 2018
Assets Liabilities and shareholders’ equity
Non-current assets Shareholders’ equity
Intangible assets 12 21 0.4 Share capital 1.0 1.0
Goodwill 13 3.2 - Share premium reserve 0.0 0.0
Tangible assets 14 31.8 204 Unrestricted equity reserve 7.9 0.4
Investment properties 19 0.0 0.0 Other reserves 3.1 294
Receivables 26 0.4 0.3 Cash flow hedges 0.0 0.0
Deferred tax assets 18 - - Translation differences 0.0 -1.0
Total non-current assets 37.5 211 Retained earnings -10.6 -11.7
Profit/loss for the financial period 14.6 1.0
Current assets Equity attributable to equity holders of the
Inventories 15 9.2 143 parent company 21 15.9 19.2
Receivables 16,17 3.0 8.2 Shareholders’ equity 15.9 19.2
Cash and cash equivalents 26 4.5 53
Total current assets 16.6 27.8 Liabilities
Non-current liabilities
Total assets 54.1 489 Interest bearing 26 10.4 1.5
Other non-interest bearing 27,28 104 13.7
Provisions 25 0.0 0.0
Deferred taxes 18 0.6 1.4
Total non-current liabilities 21.4 16.6
Current liabilities
Other interest bearing 26 2.8 0.5
Other non-interest bearing 27,28 13.6 12.6
Tax liability 0.0 0.0
Provisions 25 0.3 0.0
Total current liabilities 16.8 131
Total liabilities 38.2 29.7
Total liabilities and shareholders’ equity 54.1 48.9

The notes are an integral part of these financial statements.
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MEUR Jan1-Dec 31,2019 Jan1-Dec31,2018* MEUR Jan 1-Dec 31,2019 Jan1-Dec31,2018*
Cash flow from operations Cash flow from financing activities
Continued Operations Continued Operations
Result after financial items -2.1 0.9 Repayment of lease liabilities -0.8 0.0
Depreciation, amortization and write-down 33 22 Draw-down of current loans 11 0.0
Net financial income and expenses 04 0.0 Repayment of current loans and other changes -1.6 0.0
f?ther income and expenses, adjustments to cash 15 -09 Repayment of non-current loans -2.0 01
ow
Change in net working capital Net cash flow from financing activities, continued operations -3.6 -0.1
Inventories 1.0 04 Net cash flow from financing activities, discontinued operations** -1.9 -34
Current non-interest bearing receivables 2.2 _1.8  Netcashflow from financing activities -5.5 -35
Current non-interest bearing liabilities -1.8 1.3
Interest paid _0.4 01 Change in liquid assets -0.8 -0.2
Taxes paid 0.0 0.0
Cash flow from continued operations 41 13 Cash and bank accounts at the beginning of the period 5.3 55
Cash flow from discontinued operations 1.3 2.2  Cashandbank accounts at period end 4.5 53
Net cash flow from operations 53 35 ) )
The notes are an integral part of these financial statements.
Cash flow from investing activities *) The comparative figures from 2018 on income statement and cash flow statement have been adjusted
g
Continued Operations because Componenta Frammestad AB's operations have been classified as discontinued operations
- - - - - - according to the IFRS 5 standard.
Capital expenditure in tangible and intangible assets -1.3 -11 ) Includes the derecognition of cash funds of the discontinued operations from the Group's statement of
Business divestments and proceeds from tangible ~ 17 financial position in the comparison period.
and intangible assets '
Acquired subsidiaries 1.1 -
Net cash flow from investing activities, continued operations -0,2 0.6
Net cash flow from investing activities, discontinued operations -0,5 -0.8
Net cash flow from investing activities -0.7 -0.2
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Statement of changes in consolidated shareholders’ equity
Share
Share  Unrestricted Revaluation of holders’
Share premium equity  buildings and Other Cash flow Translation Retained equity
MEUR capital account reserve land areas reserves hedges differences earnings total
Shareholders’ equity Jan 1,2019 1.0 0.0 0.4 -0.1 295 0.0 -1.0 -10.6 19.2
Net result 14.6 14.6
Comprehensive income items:
Translation differences 0.0
Cash flow hedges 0.0 0.0
Revaluation of buildings and land areas 0.0
Other comprehensive income items 0.0
Comprehensive income items, discontinued operations 0.6 -27.0* 1.0 -0.2 -25.5
Total comprehensive income 0.0 0.0 0.0 0.6 -27.0 0.0 1.0 14.4 -11,0
Transaction with owners:
Directed share issue 75 7.5
Option and share-based compensation 0.2 0.2
Transactions with owners, total 0.0 0.0 7.5 0.0 0.0 0.0 0.0 0.2 7.6
Shareholders’ equity Dec 31,2019 1.0 0.0 7.9 0.6 2.5 0.0 0.0 3.9 15.9

*) Capital loan EUR 27.0 million to a third party which the Group had classified as equity and which, due to loss of control, was recognized through profit and loss account in the result of discontinued operations.
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Share
Share  Unrestricted Revaluation of holders’
Share premium equity  buildings and Other Cash flow Translation Retained equity
MEUR capital account reserve land areas reserves hedges differences earnings total
Shareholders’ equity Jan 1,2018 1.0 0.0 0.4 -0.1 29.5 0.0 -0.9 -11.6 18.3
Net result 1.0 1.0
Comprehensive income items:
Translation differences -01 0.0 -01
Cash flow hedges 0.0 0.0
Revaluation of buildings and land areas 0.0
Other comprehensive income items 0.0
Total comprehensive income 0.0 0.0 0.0 0.0 0.0 0.0 -0.1 1.0 1.0
Transaction with owners:
Option and share-based compensation 0.0 0.0
Transactions with owners, total 0.0 0.0
Shareholders’ equity Dec 31,2018 1.0 0.0 0.4 -0.1 29.5 0.0 -1.0 -10.6 19.2
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Notes to the consolidated financial statement
Accounting principles for the consolidated financial statements

Basic information about the Group

Componentais a metal sector group of compa-

nies. The Group manufactures cast, machined, sur-
face-treated, ready-to-install components and total
solutions made up from these. The Group's customers
are global manufacturers in the machine building, agri-
cultural machinery, forestry machines, energy industry
and defence industry.

The Group's parent company is Componenta Cor-
poration (business ID 1635451-6), whose shares
are quoted on the NASDAQ Helsinki stock exchange
(Nasdaq Helsinki Ltd). The parent company is dom-
iciled in Helsinki. The registered street address is
Teknobulevardi 7 H, FI-01530 Vantaa, Finland.

A copy of the consolidated financial statements can
be obtained on the internet at www.componenta.
com or from the head office of the Group's par-

ent company at Teknobulevardi 7 H, 01530 Vantaga,
Finland.

The financial year for all Group companiesis the cal-
endar year and it ends on 31December.

In its meeting on 27 February 2019, the Board of
Directors of Componenta Corporation approved
these financial statements for publication.

Corporate restructuring

The District Court of Helsinki issued its decision
regarding the commencement of the restructur-
ing proceedings in respect of Componenta Cor-
poration and Componenta Finland Oy (currently
Componenta Castings Oy) on 30 September 2016.
The District Court of Helsinki appointed Mr Mika
llveskero, Attorney-at-Law, from Castrén & Snell-
man Attorneys to act as an administrator (herein-
after referred to as the ""Administrator”) in respect
of the corporate restructurings of Componenta
Corporation and Componenta Finland Oy (currently
Componenta Castings Oy). Furthermore, in con-
nection with both corporate restructurings, the
District Court of Helsinki appointed creditor com-
mittees, which act as the joint representatives of
the creditors in the restructuring proceedings. Var-
ious creditor groups, including secured creditors,
trade creditors, creditors with supplier guarantees
and other unsecured creditors, are represented in
the creditor committees appointed by the court.
The creditor committees of Componenta Corpora-
tion and Componenta Finland Oy (currently Com-
ponenta Castings Oy) have different compositions
due to different creditors.

The District Court of Helsinki confirmed
the restructuring program for Componenta

Corporation and its subsidiary Componenta Fin-
land Oy (currently Componenta Castings Oy) on
23 August 2017. On the basis of the restructur-
ing program, the unsecured debts of Compo-
nenta Corporation were cut by approximately 94%
and the lowest-priority debts were cut in their
entirety. The secured debts of Componenta Fin-
land Oy (currently Componenta Castings Oy) will
be paid in their entirety, whereas unsecured debts
were cut by 75%. The payment programs for both
companies will commence in May 2019 and end in
November 2023.

On 4 August 2017, Componenta Corporation
signed an agreement to sell its shareholding in
Componenta Dokumcliliik Ticaret ve Sanayi A.S.,
amounting to 93.6% of the company's shares and
votes, to Doktas Metal Sanayi ve Ticaret A.S. The

transaction was completed on 27 September 2017.

The agreement covered all of the company's iron,
machine shop and aluminium business in Turkey.
The transaction had no cash flow impact. In con-
nection with the closing of the sale of the share-
holding, the Turkish club loan banks discharged
Componenta Corporation from all liabilities and
obligations based on the club loan agreement,
including the discharge from aloan guarantee of
EUR 80 million.
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Componenta Wirsbo AB and Componenta Arvika
AB, both located in Sweden, were declared bank-
rupt on 17 July 2017. According to the terms of the
restructuring programs, the companies should have
paid restructuring debts of some EUR 4.9 millionin
July 2017. The primary goal was to agree with cred-
itors on postponing payment of the restructuring
debts and to arrange refinancing by January 2018.
In July 2017, it became clear that arranging exter-
nal financing and postponing the payment of the
restructuring debts until January 2018 was unlikely
due to insufficient support from the creditors.

The restructuring application of Componenta Fram-
mestad AB was approved and the restructur-

ing proceedings started on 1 September 2016. In
March 2016, Componenta Frammestad AB paid off
its restructuring debts, EUR 2.3 million of exter-

nal restructuring debts and a salary guarantee of
EUR 0.6 million to the Swedish government. These
amounts would have matured in July 2018.1n 2019,
Componenta Frammestad AB tried to improve prof-
itability and reduce the capital employed in business
operations. As part of its profitability improvement
measures, the company engaged in negotiations to
renew its significant customer agreements. These
negotiations were not successful in terms of ensur-
ing future profitability of operations. Therefore,
Componenta Frammestad AB decided to file for
bankruptcy on 25 September 2019.

Componenta Corporation and Componenta Com-
ponenta Finland Oy (currently Componenta

Castings Oy) had around EUR 2.0 million in intra-
Group receivables from Componenta Frdmmestad
AB at the time of its bankruptcy. As collateral for
these receivables, Componenta Frammestad AB
pledged its best-priority Sweden mortgages.

The nominal value of these mortgages is SEK

51.9 million. Componenta Frammestad AB's receiv -
ables from Componenta Corporation and Compo-
nenta Finland Oy (currently Componenta Cast-
ings Oy) totalled EUR 0.4 million at the time of its
bankruptcy.

Componenta has written down the entire afore-
mentioned receivable of EUR 2.0 million from Com-
ponenta Frammestad AB in its consolidated finan-
cial statements after Componenta Frammestad's
bankruptcy. Componenta Group's internal restruc-
turing debt of EUR 0.4 million to Componenta Fram-
mestad AB increased Componenta's external debt.
Componenta Corporation and Componenta Finland
Oy (currently Componenta Castings Oy) have not
provided guarantees or other collateral for Com-
ponenta Frammestad AB's liabilities, apart from lia-
bilities of around EUR 0.2 million concerning repur-
chase commitments related to lease agreements.
The capital loan of EUR 27.0 million presented under
"Other reserves' on Componenta Frdammestad
AB's balance sheet was removed from Compo-
nenta Group's balance sheet due to the bankruptcy.
In addition, Componenta Frammestad AB's bank-
ruptcy reduced the Group's restructuring debt by
EUR 2.5 million. Componenta Group recorded a pos-
itive result impact of EUR 16.7 million in the result

of discontinued operations due to the loss of con-
trolling interest resulting from the bankruptcy of
Componenta Frammestad AB. The impact on result
consists of the difference between the assets and
liabilities of Componenta Frammestad AB, including
the impact of translation differences accumulated
in the equity, of the write-down of Componenta
Group's receivables from Componenta Frammestad
AB, as well as of the EUR 27.0 million capital loan of
Componenta Frammestad AB to a third party which
in the Componenta Group was classified as equity
and which was in connection with losing the con-
trolling interest recognised through profit and loss in
the result of discontinued operations.

Componenta Frammestad AB's bankruptcy does
not jeopardise the equity of Componenta Corpo-
ration, Componenta Finland Oy (currently Compo-
nenta Castings Oy) or the Group. The bankruptcy
is also not expected to have any material impact
on the management's assessment of the Group’s
ability to continue as a going concern. Compo-
nenta Frdmmestad AB was classified as a discon-
tinued operation on 25 September 2019 and will be
presented as a discontinued operation in the 2019
consolidated financial statements.

Main contents of Componenta
Corporation’s restructuring programme

In Finland, the District Court of Helsinkiissued its
decision regarding the commencement of the cor-
porate restructuring proceedings in respect of
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Componenta Corporation on 30 September 2016.
The District Court of Helsinki confirmed the cor-
porate restructuring programme of Componenta
Corporation on 23 August 2017. On the basis of
the restructuring program, the unsecured debts
of Componenta Corporation were cut by approx-
imately 94% as the Turkish credit guarantee was
eliminated, and the lowest-priority debts were cut
in their entirety. The payment programme com-

menced in May 2019 and will end in November 2023.

When the restructuring programme of Componenta
Corporation was confirmed, the company’s debt
cuts entered into force. The debt cuts mean that the
debts on the company's balance sheet decreased
by approximately EUR 118 million, which strength-
ens the company's equity through the result.

In compliance with the restructuring programme,
the company has sold off the real estate com-
panies that are not part of its core business, and
any participations in them, to parties external to
the Group and dissolved its dormant subsidiar-

ies through liquidation proceedings. The company
may face an additional payment obligation due to its
cash flow exceeding expectations. Only the com-
pany's non-preferential creditors will be entitled to
receive the additional payment. The company may
also face an additional payment obligation, if the
final amount of conditional and maximal restruc-
turing debts included in the restructuring guaran-
tees exceeds the amount set out in the restructur-
ing programme.

Main contents of Componenta Finland Oy’s
(currently Componenta Castings Oy)
restructuring programme

In Finland, the District Court of Helsinkiissued its
decision regarding the commencement of the cor-
porate restructuring proceedings in respect of Com-
ponenta Finland Oy (currently Componenta Cast-
ings Oy) on 30 September 2016. The District Court

of Helsinki confirmed the corporate restructur-

ing programme of Componenta Finland Oy (cur-
rently Componenta Castings Oy) on 23 August 2017.
The secured debts of Componenta Finland Oy (cur-
rently Componenta Castings Oy) will be paid in their
entirety, whereas unsecured debts were cut by 75%.
The payment programme commenced in May 2019
and willend in November 2023. When the restruc-
turing programme of Componenta Finland Oy (cur-
rently Componenta Castings Oy) was confirmed, the
company's debt cuts entered into force. The debt cuts
mean that the debts on the company’s balance sheet
decreased by approximately EUR 28 million, which
strengthens the company'’s equity through the result.
After the debt cuts, the total external restructuring
debts on the balance sheet of Componenta Finland
Oy (currently Componenta Castings Oy) will amount
to approximately EUR 5.8 million when the payments
allocated for the debts considered as a conditional
and maximum amount have been taken into account.

In compliance with the restructuring programme,
the company has sold off almost all real estate com-
panies that are not part of its core business, and

any participations in them, to parties external to the
Group and dissolved its dormant subsidiaries through
liquidation proceedings. The restructuring programme
also obligates the company to sell off any fixed
assets that are not associated with its core business.
Most of these assets have been sold by the bal-
ance sheet date. The company may face an additional
payment obligation due to its cash flow exceeding
expectations. Only the company's non-preferen-

tial creditors will be entitled to receive the additional
payment.

Assumptions of ability to
continue as a going concern

The financial statements for the financial year 2019
were prepared on the going concern basis. It is
assumed that Componenta can, during the fore-
seeable future, realize its assets and pay back its
liabilities as part of normal operations within the
framework of the restructuring programmes. When
assessing the going concern principle, Componen-
ta's management has taken into account the uncer-
tainties and risks related to the various confirmed
restructuring programmes, available funding sources
and the cash flow estimates of the companies for the
next 12 months. Due to limitations arising from the
restructuring programmes, Componenta's assess-
ment is that it has only a limited opportunity to influ-
ence how it can transfer cash and cash equivalents
between Group companies (such as subsidiaries’
ability to distribute funds in the form of dividends,
Group contributions or intra-Group loans) and the
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nature of new financing that the Group can acquire. In
assessing the ability to continue as a going concern,
the management has analysed the impact of the
approved restructuring programmes on the finan-
cial position and cash flow of the Group, the compa-
nies under restructuring proceedings and the parent
company.

The Group's liquidity and the company's financial
performance, as well as the success of the restruc-
turing programmes and financing transactions are
affected by the material uncertainties in accordance
with the IFRS standards, which the Group manage-
ment has taken into account when assessing the
company'’s ability to continue as a going concern.
Itis possible that the restructuring will be unsuc-
cessful, and the Group companies will file for bank-
ruptcy. The implementation of the restructuring
programmes may be unsuccessful due to, for exam-
ple, the companies under restructuring being una-
ble to repay the restructuring debts confirmed in the
restructuring programmes confirmed by the courts,
and the creditors in such circumstances being
unwilling to renegotiate debt repayment arrange-
ments that the companies would be able to satisfy.

When assessing the ability to continue as a going
concern, the significant estimates and assump-
tions as well as uncertainties by the company and its
management are as follows:

e (Componenta Corporation and Componenta Fin-
land Oy (currently Componenta Castings Oy)
will be able to make the payments in accord-
ance with the restructuring programme. A mate-
rial risk to the success of the restructuring pro-
grammes is the availability of working capital,
because the main customers will support Com-
ponenta with shorter-than-normal sales terms
and because the Group companies undergoing
restructuring do not at the moment have access
to external financing.

e Componenta Finland Oy (currently Componenta
Castings Oy) will be able to partly make up for
the volume that has decreased due to the bank-
ruptcy of Componenta Frdammestad AB with new
orders placed by existing and new customers and
succeed with the adaptation measures, particu-
larly at the Porifoundry.

e \When analysing cash flow and liquidity forecasts
for the companies over the next 12 months, the
management has estimated the companies’
future sales volumes, net sales, EBITDA margins,
capital expenditure and working capital needs.

These estimates are subject to material uncertainty
in accordance with the IFRS standards, as thereis
no certainty that the anticipated sales volumes,
sales prices and EBITDA margins will be achieved
or that capital expenditure can be implemented as
expected.

Basis of preparation of the
consolidated financial statements

Componenta Corporation is a Finnish public lim-
ited company domiciled in Helsinki. Componenta
Group (“Componenta” or “the Group'') is composed
of Componenta Corporation and its subsidiaries.
Componenta's consolidated financial statements
have been prepared in accordance with Interna-
tional Financial Reporting Standards (IFRS), apply-
ing the IAS and IFRS standards and SIC and IFRIC
interpretations in force on 31December 2018. IFRS
standards refers to standards and interpretations as
adopted by the EU in accordance with the procedure
established in EU regulation (EC) 1606/2002 as
required by the Finnish Accounting Act and related
provisions. The notes to the consolidated financial
statements also conform to Finnish accounting and
corporate legislation.

Following the confirmation of the restructuring
decision, a restructuring programme supervisor was
assigned to Componenta. According to the restruc-
turing programme, the supervisor is required to
submit an annual report on the implementation of
the restructuring programme as well as a final report
at the conclusion of the restructuring programme.
At the request of a creditor or the supervisor, the
court may order that the restructuring programme
is to lapse. Despite the limitations related to control
under IFRS 10, the company believes that the inclu-
sion of Componenta Finland Oy (currently Compo-
nenta Castings Oy), Componenta Frammestad AB,
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Componenta Wirsbo AB and Componenta Arvika AB Acquired operations which offer clients value added complex solutions.

in the consolidated financial statements of Compo-
nentais justified and gives a true and accurate pic-
ture of the Group's result and financial position.

In the management's opinion, the preparation of

a consolidated financial statements is justified
because the functions of the company and its con-
solidated subsidiaries are closely related to each
other and are interdependent. Accordingly, Compo-
nenta's financial information for the financial year
ending on 31December 2019 is given in consoli-
dated financial statements, which cover the com-
pany and its subsidiaries under corporate restruc-
turing as well as other companies under the parent
company's control.

Subsidiaries acquired by Componenta are included
in the consolidated financial statements from the
moment that the Group gains control and divested
subsidiaries up to the time the control ends.
Intra-corporate shareholdings have been elimi-
nated using the acquisition method. The acquisi-
tion consideration, including deferred and contin-
gent consideration, as well as the identifiable assets
acquired and liabilities assumed, is measured at the
acquisition date fair values. The acquisition-related
costs are accounted as expenses for the periodin
which they are incurred. All intra-corporate trans-
actions, receivables, liabilities and unrealised profits,
as well as the distribution of profits within the Group
have been eliminated in the consolidated financial
statements.

In 2019, Componenta acquired the entire capi-

tal stock and capital loans of Komas Oy (currently
Componenta Manufacturing Oy) from funds man-
aged by CapMan, Fortaco Oy and certain private
individuals. The company manufactures machined
components, forged blanks, hydraulic pipes and
metal sheet cuttings. The transaction was com-
pleted on 30 August 2019. Komas Oy (currently
Componenta Manufacturing Oy) will be consolidated
on the transaction date.

Discontinued operations

In 2019, Componenta Frammestad AB was classi-
fied as a discontinued operation when the Group
lost control when the company filed for bankruptcy
on 25 September 2019. The result of discontinued
operations is shown as a separate item in the con-
solidated statement of comprehensive income. The
cash flows of discontinued operations are shown as
separate items in the condensed consolidated cash
flow statement. The income statement an cash flow
statement of the comparison period were adjusted
accordingly. Componenta had no discontinued oper-
ations in 2018.

Segment information

Componenta offers its clients services through-
out the whole supply chain by offering planning,
casting, machining, painting and logistical services,

The main products sold by Componenta are non-
machined, machined and painted iron cast com-
ponents. Componenta serves specificindustrial
branches, which have mutual synergies and with
which companies Componenta has strong and
long-term relationships. Geographically Compo-
nenta operates in Finland, but collaborations exist
with companies that operate globally. Sales revenue
that is insignificant from the Group's perspectiveis
received from the operational leasing of office space
and industrial premises.

The chief operating decision maker at Componenta
is the company's President and CEOQ. The Group's
Corporate Executive Team and other management
assist and support the President and CEQ in his
work.

Due to the business and organisation model as well
as the nature of operations of Componenta, the
business operations of Componenta is presented as
one reporting segment.

Accounting principles requiring
judgment by the management

When preparing these consolidated financial state-
ments in accordance with International Financial
Reporting Standards, the management needs to
make estimates and assumptions concerning the
future. The estimates and assumptions that involve
a significant risk of material changes in the carrying
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amounts of assets and liabilities during the next
financial period are presented below.

When preparing Componenta's financial state-
ments, the management has used significant
judgements when making assumptions about the
company's ability to continue as a going concern.
Uncertainties related to the ability to continue as a
going concern are presented in more detail above in
the chapter Assumption of the ability to continue as
a going concern. The management has made signif-
icant estimates and assumptions in determining the
valuation of assets such as investment properties,
tangible and intangible assets, inventories, the real-
izability of deferred tax receivables and the contin-
gent liabilities.

Real estate and land revaluation

Valuations of investment property recorded at fair
value, as well as property and land areas usedin the
Group's own operations, are carried out between 3
to 5 years by independent, qualified, external eval-
uators, following each evaluator's own process and
the method considered most appropriate for the
asset being valued, starting with a review of macro-
economic factors and available market information
and ending with the use of an appropriate model
and a fair value calculated with this. In the revalua-
tion of fixed assets, the yield value method is used
for real estate, the market-based modelis used for
land areas, and the acquisition cost based model is
used for real estate in markets in which thereis no

active rental market. Valuations may also be based
on actual concluded reference deals and their prices
if such information has been available and is oth-
erwise suitable for use as a valuation basis. As a
rule, in the yield value method, the rental rates are
based on the market rents on the date of valuation.
The reliability of the valuation is classified as levels

2 and 3, level 3 consisting mainly of industrial prop-
erties, for which there is no active market and no
price can be derived from observable market data.
Determining the fair value of assets requires signif-
icant assumptions and, consequently, the valuation
of buildings and land involves uncertainty. The valu-
ationis based on the best possible use of the asset
and, therefore, the values determined do not cor-
respond to the fair realisable value. According to the
restructuring decision, Componenta Corporation
and Componenta Finland Oy (currently Componenta
Castings Oy) have the obligation during the restruc-
turing programmemes to sell investment properties
that are not part of their business operations. These
assets have been valued at the probable realizable
value in the consolidated financial statements.

Impairment of fixed assets

According to the Group's accounting policies, the
carrying amounts of tangible and intangible assets
are re-examined for potential impairment when-
ever circumstances indicate a potentialimpairment.
Componenta has tested the tangible and intangi-
ble assets for impairment by comparing the carry-
ing amount of an asset and its recoverable amount.

Measuring the recoverable amount of the tangible
and intangible assets, the management is required

to make estimates and assumptions about the tan-
gible and intangible asset groups' future sales cash
flows, production costs, discount rates and future
capital expenditure required to maintain the assets

in their current condition. When making these esti-
mates and assumptions, the management considers
the impact of the corporate restructuring proceed-
ings on the cash flows and forecasts. These esti-
mates and assumptions involve risks and uncertainty,
and therefore it is possible that as conditions change,
these forecasts change, which may affect the assets’
recoverable amount.

Inventory measurement

The net realisable value of inventory is assessed
on each reporting date. Net realisable value refers
to the estimated selling price in the ordinary course
of business less variable selling expenses. Deter-
mination of the net realisable value includes the
management's estimates on the selling price of
inventories.

Recoverable amount of goodwill

The recoverable amounts of goodwill are meas-
ured with value-in-use calculations for all cash flow
generating units annually or more often, if there

are indications of impairment. The used value-in-
use calculation are based on assumptions made by
management regarding market development, that is
growth and profitability, and other material factors.
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The most significant affecting factors, which are the
basis of the assumptions, are sales growth, oper-
ating result, future investments and discount rate.
Changes in these assumptions can significantly
affect the cash flows generated in the future.

Ability to utilise deferred tax assets

Discretion is required when evaluating the recogni-
tion of deferred tax assets and certain deferred tax
liabilities on the balance sheet. Deferred tax assets
are recognised only if it is considered likely that they
are recoverable, which will depend on the existence
of sufficient future taxable income. Assumptions of
future taxable income are based on the manage-
ment's estimates of future cash flows. These esti-
mates of future cash flows are, in turn, dependent on
the management's estimates, inter alia, of the future
volume of sales, operating expenses and financing
costs. The company'’s ability to accumulate taxable
income also depends on general economic, finan-
cial, competitive and regulatory factors that are not
under its own control. Estimates and assumptions
involve risks and uncertainties, and thus it is possible
that expectations change as circumstances change.
This may affect the amount of deferred tax assets
and liabilities on the balance sheet and the amount
of temporary differences.

Alternative performance measures
used for financial reporting

Componenta no longer reports adjusted net sales,
adjusted EBITDA and adjusted operating result as
alternative performance measures. Componenta
will continue to publish certain publicly available per-
formance measures that can be derived from the
IFRS financial statements.

Foreign currency -denominated items

The result and financial position of the Group's units
are measured in currencies that are the main cur-
rencies of their respective operating environments.
The consolidated financial statements are presented
in euro, which is the operating and reporting cur-
rency of Componenta Corporation.

Foreign currency -denominated transactions

are recorded in the operating currency using the
exchange rate of the transaction date. Receiva-
bles and liabilities were converted into euros at the
exchange rate of the balance sheet date.

The translation differences created by business-re-
lated receivables and debts and their associated
hedging items are included in the operating result.
The translation differences of financial assets and
liabilities and the result of their associated hedging
instruments are presented under financial items in
the income statement.

The applied new standards

The consolidated financial statements have been
prepared using the same accounting principles asin
2018, except for the following amended standards
that the Group has applied as of 1January 2019:

e |FRS 16, Leases

As of January 2019, Componenta adopted the
new IFRS 16 "Leases" standard. This standard
presents the definition of recognition, the meas-
urement of lease agreements, presentation

and other information given in relation to lease
agreements in the consolidated financial state-
ments. Due to applying the new standard, the
lease agreements of the lessee are recognized
on the balance sheet, since operating leases and
finance leases are no longer separated. Accord-
ing to the new standard, an asset (right-of-use
asset) and a financial liability regarding rental
payments are recognized on the balance sheet.

On adoption of the new standard, lease liabilities
were recognized in relation to leases which had
previously been classified as operating leases
under the principles of IAS 17 Leases. The liabil-
ities were measured at the present value of the
remaining lease payments, discounted by using
the lessee's incremental borrowing rent as of 1
January 2019. The weighted average of the les-
see's incremental borrowing rate applied to the
lease liabilities on 1January 2019 was 5.5%.
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Regarding leases valid until further notice, com-
pany management has estimated the future
lease period and recognized the right-of-use
assets and lease liabilities based on this assump-
tion. These estimates and assumptions are
updated quarterly. When applying the new
standard, Componenta has used the modified
retrospective method, and therefore the com-
paratives for the 2018 reporting period have not
been restated. Componenta has utilized the fol-
lowing practical expedients permitted by the
standard:

e applying a single discount rate to a portfolio of
leases with reasonably similar characteristics

® accounting for operating leases with remain-
ing lease term of less than 12 months on
TJanuary 2019 as short-term leases

e excluding initial direct costs for the measure-
ment of the right-of-use asset at the date of
initial application

e not applying the standard on leases of low
value assets, but instead recognizing the rents
as an expense for the lease period.

There was no need to make any adjustments to
the accounting for assets held as lessor under
operating leases as a result of the adoption of
IFRS 16.

Aright-of-use asset EUR 0.4 million and corre-
spondingly alease liability EUR 0.4 million as a
non-current and current interest-bearing liability,
were recognized in the opening balance. At the
end of the reporting period, EUR -1.2 million was
recorded as depreciations as an impact on the
result, and a change of liabilities of EUR 7.9 million
in the consolidated statement of financial posi-
tion. EBITDA improved by EUR 1.2 million due to
rental expenses that were transferred to depre-
ciations and financial items. In the cash flow
statement, payments regarding lease agree-
ments are presented as financing activities and

interest as operating activities. Previously all
rental payments of operational lease agreements
were presented as operating activities. At the
end of the reporting period the impact on oper-
ating activities was EUR 0.8 million, on investing
activities EUR 0.0 million and on financing activi-
ties -0.8 million.

Upcoming new and amended
standards and interpretations
not yet effectivein 2019

IASB (International Accounting Standards Board)
publishes annually new standards, amendments,
interpretations and improvements to standards
already published. The significance of these publi-
cations on Componenta's business and finance are
assessed.

Other published IFRS standards or IFRIC interpreta-

tions that are not yet effective are not expected to
have materialimpact on the Group.
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Notes to the consolidated interim financial statements
Figures are in millions of euros unless otherwise stated.
1 Netsales Net sales by business area, continued operations
Jan 1-Dec 31, Jan 1-Dec 31,
Componenta offersits clients services throughout the whole supply chain including planning, % 2019 2018
casting, machining, painting and logistical services. The main products sold by Componenta Machine building 39 40
are non-machined, machined and painted iron cast components. Additionally the company . .
. . . . . ) . Agricultural machinery 25 26
produces machining services for its clients own products. Componenta serves clients, with which :
Componenta has strong and long-term relationships. Geographically Componenta operates Forestry machines 10 9
in Finland, but collaborations exist with companies that operate globally. Sales revenue that is Energy industry 12 9
insigr?iﬁcant from the Group's perspective is received from the leasing of office space and industrial Defence industry 3 0
premises. . .
Other industries 11 15
Net sales by market area, continued operations Total 100 100
Jan1-Dec31, Jan1-Dec31, . )
MEUR 2019 2018  Netsales by customer, continued operations
Sweden 7.9 7.8 L . o
: Componenta has two significant customers, which share of the net sales are over 10%. The first
Finland 387 26.6 customers share of the Group net sales is 24.1% (22.1%) and the second customers is 10.7%
Benelux countries 0.1 01 (35.4%). Additionally Componenta has two other significant customers, which share of net sales
Germany 2.0 25 were less than 10 per cent in 2019 but 11.0% and 10.3% in 2018.
Other European countries 15 2.0 DI . ’ p ith inued .
Other countries 02 00 isaggregation of revenue from contracts with customers, continued operations
- Jan1-Dec31, Janl-Dec31,
Rentalincome 0.2 03 Timing of revenue recognition, MEUR 2019 2018
Continued operations 50.7 39.3 At a point in time 50.5 39.3
Discontinued operations 42.6 81.4 Over time 0.2 _
Internal items/eliminations 11.2 20.7 Total 50.7 393
Total 933 120.7

Country-specific net sales reflect the destination where goods have been delivered.
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Assets and liabilities related to contracts with customers

The Group balance sheet include the following assets and liabilities related to contracts with
customers, which are based on revenue recognition over time.

2019 2018 2019 2018
MEUR Assets based on contract Liabilities based on contract
Jan1 0.0 - 0.0 -
Revenue recognised that was included
in the contract liability balance at the
beginning of the period - - - -
Increase from revenue - - 0.0 -
Portion of assets related to contracts,
transferred to receivables at beginning
of period 0.0 - - -
Changes related to acquired business 0.0 - - -
Additions in assets, related to contracts,
regarding satisfied, but not billed
performance obligations 0.1 - - -
Dec 31 0.1 - 0.0 -

Unsatisfied performance obligations

The table below presents transaction prices allocated on the remaining performance obligations.
The table includes revenues, which will be recognised in the future and which relate to unsatisfied
or partly satisfied performance obligations on the reporting day. The company utilizes the practical
expedient permitted and do not present unsatisfied performance obligations of those contracts,
where the length of the contract is one year or less.

MEUR
Contracts with customers

Dec31,2019 Dec31,2018
3.8 -

Accounting principles

Revenue recognition

The Group's revenue flows relate to sales of products and services. The main selling products are
non-machined, machined and painted iron cast components. Additionally the company produces
machining services for its clients own products. Sales revenue that is insignificant from the Group's
perspective is received from the leasing of office space and industrial premises.

Revenue from sold products and services to customers is recognised at the time of transfer, that

is when control has been transferred to the customer. Controlis transferred to the customer

when the goods have been delivered to the location of the customer’s choosing in accordance
with the terms of delivery and when the service has been performed. After the transfer of control,
the customer may decide the use of the goods and receive a material part of the existing use of
the goods. In practice, the customers use Componenta's products to produce their own products,
adding value to their own products. Part of the revenue from machining services is recognized over
time and the degree of fulfilment is based on the proportion of actual and estimated total costs.
Componenta recognizes rental income on a straight-line basis monthly by tranferring the leased
premises to customers.

Sales revenue is only entered according to the agreed amount, or transaction price, taking into
account potential discounts. The customers will agree to the transaction prices by signing the
contract. The company utilizes the practical expedient when the difference between transfer and
payment of products and services is less than one year. In pracise this means that the transaction
price is not adjusted for the effects of a significant financing component. The Group does not have
any long-term contracts in which the period of time from the moment the company hands over
the promised goods to the customer to when the customer pays for the goods is longer than

one year. As a result, no material transaction price changes occur in the Group for performance
obligations. The Group companies offer compensation for faulty products within normal warranty
periods, by replacing faulty products with new ones.

Componenta net sales include revenue from contracts with customers net of indirect tax.
Componenta recognizes revenue when it has fulfilled its performance obligation by handing over
the agreed goods to the customers or by completing the services. Componenta satisfies the
performance obligation at a point in time or over time.

The majority of Componenta's customers are major, financially stable, global companies. The
amount of expected credit losses from these customers is low. The credit loss allocation is based
on historical and customer-specific reports.
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2 Business acquisitions and business divestments

) ) ) MEUR Jan 1-Dec 31,2019
On 16 May 2019, Componenta announced that it had signed an agreement on purchasing the ——
shares and capital loans of Komas Oy (“Komas"), a machining operation company, from funds Interest bearing liabilities 12.7
managed by CapMan, Fortaco Oy and certain private individuals. Komas is a manufacturer of Non-interest bearing liabilities 6.9
machined components, forged blanks, hydraulic pipes and plate cuttings. In 2018, Komas had Provisions 0.3
net sales of EUR 44.9 million in accordance with the Finnish Accounting Standards (FAS), and Deferred tax liabilities 0.7
its EBITDA was EUR 2.0 million (FAS). At the end of 2018, the company had 313 employees in .
Jyvaskyld, Harma, Kurikka, Leppavesi and Sastamala in Finland. Its key customers include major Total liabilities 20.5
international OEMs of machinery and equipment.

Total net assets 4.6
The transaction was completed on 30 August 2019. Componenta conducted a directed share
issue for the sellers of Komas as a form of paying the purchase price. The purchase price of
the acquisition was paid by issuing shares in the company to the sellers in accordance with the Acquisition cost, paid in shares 7.8
authorisation granted by Componenta's Extraordinary General Meeting of Shareholders on 1July Acquisition cost at date of acquisition 7.8
2019. The purchase price consisted of 60 million new shares issued by Componenta. After the
new share issue, these shares represent approximately 25.3% of the outstanding shares in the Coodwll 35
oodwi .

company. The purchase price, EUR 7.8 million, was based on the share price at the time of the
transaction.

Goodwill identified on acquisition was EUR 3.2 million. Goodwill is based on acquired competent
work force and expected synergy benefits.The acquisition expands Componenta’s range of
products and services and improves the quality of customer service by creating a one-stop-shop
for industries purchasing cast and machined components. The acquisition willimprove the level of
expertise within the Group and expand presence in the Finnish market.

Assets and liabilities of the acquired business at fair value

MEUR Jan 1-Dec 31,2019
Intangible assets 1.7
Tangible assets 15.8
Deferred tax assets 0.6
Inventories 4.9
Trade and other receivables 1.0
Cash and cash equivalents 1.1
Total assets 25.1

Analysis of cash flow of acquisition

MEUR Jan 1-Dec 31,2019
Acquisition cost, paid in cash 0.0
Cash and cash equivalents in acquired company 1.1
Net cash flow on acquisition 1.1

Key figures after acquisition date related to acquired company

MEUR Jan1-Dec 31,2019
Net sales 131
EBITDA 0.7
Operating result -0.6

The Group net sales would have been EUR 80.6 million and the result for the period EUR
-2.7 million, if the acquired business had been consolidated from 1January 2019.

Componenta had no business acquisitions in 2018.
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Divested business operations

Divestment of Housing company lisalmen Ahjolansato
Componenta had no divested business operations in 2019. MEUR

. ‘ . . ‘ The carrying value of the sold net assets 0.0

According to the restructuring programs, Componenta should sell its real estate properties which Sales price of the sold net assets 0.2
are unrelated to the core business. One real estate property and two parcels of land were sold Sales profit 02
in Pietarsaari on 23 February 2018. The real estate and both parcels were sold at market price
and the total cash flow impact of all sales on the Group was EUR 0.2 million. The subsidiary of
Componenta Corporation, Oy Hégfors-Ruukki Ab, sold on 5 April 2018 the whole capital stock Cash flow impact in 2018 0.2
of areal lestate Company named Kiinteistdosakeyhtio Plietarsaaren Tehtaankatu 13. The salel . Divestment of Real estate Ala-Emali
was carried out at market price and the total cash flow impact on the Group was EUR 0.4 million.
Additionally, Componenta Finland Oy (currently Componenta Castings Oy) sold the shares of a MEUR
housing company named Asunto-osakeyhti lisalmen Ahjolansato on 25 June 2018. The sale was The carrying value of the sold net assets 0.3
carried out at market price and the total cash flow impact on the Group was EUR 0.2 million. Sales price of the sold net assets 01

Sales profit -0.2
Additionally, Componenta Corporation sold the whole capital stock of its wholly owned real estate
companies called Kiinteistdosakeyhtio Ala-Emali and Kiinteistdosakeyhtid Yld-Emali on 29 August Cash flow impact in 2018 01
2018. Componenta Corporation and Componenta Finland Oy (currently Componenta Castings Oy)
both sold the whole capital stock of their jointly owned real estate Company named Karkkilan Divestment of Real estate Yla-Emali
Koskikiinteistt Ltd on 29 August 2018. The subsidiary of Componenta Finland Oy (currently MEUR
Componenta Castings Oy), Karkkilan Valimokiinteistd Ltd, sold a parcel of land including buildings The carrying value of the sold net assets 04
on the land in Karkkila on 31 August 2018. The real estate transactions in August were carried out Sales price of th Id net t 05

. . . - price of the sold net assets .

at market price. The total cash flow impact of all sales in 2018 on the Group was EUR 1.7 million and
had a total of only EUR -0.1million effect on the result on the Group, because of the write-downs Sales profit 01
in previous years.

Cash flow impact in 2018 0.5
Divestment of Real estate and two parcels in Pietarsaari Divestment of Karkkilan Koskikiinteisté Oy
MEUR . MEUR
The carrying value of the sold net assets 01 The carrying value of the sold net assets 0.7
Sales price of the sold net assets 0.2 :

Sales price of the sold net assets 0.2
Sales profit 01 Sales profit 206
Cash flow impact in 2078 02 Cashflow impact in 2018 0.2
Divestment of Real estate Pietarsaaren Tehtaankatu 13 Divestment of Parcel of land including buildings in Karkkila
MEUR MEUR
The carrying value of the sold net assets 04  Thecarrying value of the sold net assets 05
Sales price of the sold net assets 0.4 Sales price of the sold net assets 0.2
Sales profit 0.0 Sales profit -03
Cash flow impact in 2018 0.4 Cash flow impact in 2018 0.2
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3 Discontinued operations Cash flow of discontinued operations
Jan1-Dec31, Jan1l-Dec31,
Componenta Frammestad AB, subsidiary of Componenta Castings Oy, filed an application for MEUR 2019 2018
bankruptq{ on 25. Septemberl2019. Componenta IFrammestad AB was classified in September Cash flow from operating activities 13 52
2019 as a discontinued operation in accordance with IFRS 5 standard "Non-current Assets Held for : - —
Sale and Discontinued operations", and the consolidation of the statements of financial position Cash flow frominvesting activities -0.5 -08
was discontinued in September 2019. Cash flow from financial activities -1.9 -3.4
Change in liquid assets -1.1 -2.0

In 2019 the net result of discontinued operations, Componenta Frammestad AB was EUR
16.6 million (EUR 0.1million). In 2019 write-downs of receivables registered by the remaining
consolidated companies for continued operations was 2.0 million in total.

Net result of discontinued operations

Jan1-Dec31, Jan1l-Dec31,
MEUR 2019 2018
Income 57.5 83.2
Expenses -41.5 -82.9
Result after financial items 16.0 0.3
Taxes 0.6 -0.2
Net result of discontinued operations 16.6 01

Componenta Frammestad AB bankruptcy and derecognition from Group’s statement of financial
position, impact to Group shareholders’ equity, reconciliations

MEUR Dec 31,2019
Derecogpnition of net assets from the statement of financial position through

income statement or through statement of other comprehensive income -6.9
All write-downs of receivables registered by the remaining consolidated companies

within the corporation -2.0
Bankruptcy and derecognition from Group's statement of financial position,

impact to Group shareholders’ equity -8.9
MEUR 31.12.2019
Derecogpnition of external assets from the Group's statement of financial position -18.0
Derecogpnition of external liabilities from the Group's statement of financial position 9.1

Bankruptcy and derecognition from Group's statement of financial position,
impact to Group shareholders’ equity -8.9

Discontinued operations in 2018

Componenta had no discontinued operations in 2018.

Accounting principles

Componenta classifies components of an entity as discontinued in accordance with IFRS
5 standard “Non-current Assets Held for Sale and Discontinued operations”. Discontinued
operations disclosed by Componenta are components of an entity that have been disposed.

4 Other operating income

Continued operations

Jan1-Dec31, Jan1l-Dec31,
MEUR 2019 2018
Rental income 0.0 03
Profit from sale of non-current assets - 0.3
Other operating income - 1.3
Total 0.0 19
Rental income that are included in net sales, continued operations 0.2 0.3

Accounting principles

Revenues that are not part of actual net sales, such as revenue from the sale of non-current assets and
changes in the fair value of investment properties, are recorded under other income from operations.

In addition, the foreign exchange rate differences arising from trade payables and trade receivables are
presented under other operating income, together with any related hedging results.
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5 Operating expenses 6 Personnel expenses
Continued operations Continued operations Jan1-Dec31, Jan1-Dec31,
Jan1-Dec31, Janl-Dec31, MEUR 2019 2018
MEUR 2019 2018 . .
h — tfriehed 2o0ds and o 0.0 Personnel expenses, continued operations
a:gelm |r:cventory of finished goods and work in progress -0.3 . Salaries and fees 145 105
;ro uctllon or cl)wn use 10.0 l(2).0 Pension costs 29 21
ials, i -17.7 -12.
aterlals supP les and products 24 5 3 Other personnel costs -1,1 -0,7
External services = 25 ol personnel expenses -18,4 -13.3
Personnel expenses -184 13.3
R -0.2 -0.2
ents 0 Average number of personnel, excluding leased personnel
Maintenance costs of investment properties 0.0 -0.2 Jan1-Dec31, Jan1-Dec31,
Waste, property and maintenance costs -4,0 -4.1 MEUR 2019 2018
Energy -2.8 -29 Continued operations 480 414
Sales and marketing 0.0 0.0 Discontinued operations 122 182
Computer software -1.3 -1,0 Group total 602 596
Tools for production -0.5 -0.4
Freights -0.1 01 Personnel expenses include costs related to share-based payment EUR -0.2 (~0.0) million.
Decrease in fair value of investment properties 0.0 -0.6
Other operating expenses -1.2 -0.4
Total operating expenses, continued operations -49.1 -38.0
Audit fees -0.2 -0.2
Other fees” -0.3 -0.1
Total fees paid to auditors, continued operations -0.4 -0.4

*) PricewaterhouseCoopers Oy has provided non-audit services to the entities of Componenta Group in total
of 252 thousand euros (44 thousand euros) during the financial year 2018. These services included tax

services, auditors's statements and other services.
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7 Research and development costs Accounting principles
Continued operations Jan1-Dec31, Jan1l-Dec31, Planned depreciation, except for production machinery and equipment, is calculated on a straight-line basis on
MEUR 2019 2018 the original acquisition cost, based on the estimated useful economic life. On 1January 2009, the Group started

The following amounts have been recognized in the income
statement under research and development costs - -

Accounting principles

Research costs are recognised in the income statement as an expense. Expenditure on
development activities relating to new products is capitalised and recognised as an expense under
depreciation over their useful economic lives. The planned depreciation period for these costs is

5 years. In other respects, the Group's minor research and development costs are recorded as
expenses as incurred.

8 Depreciation, amortization and write-down of hon-current assets

Continued operations

Jan1-Dec31, Jan1l1l-Dec31,
MEUR 2019 2018
Depreciation and amortization
Intangible assets
Intangible rights 0.0 0.0
Computer software 0.0 -0.1
Other capitalized expenditure -0.2 -0.1
-0.2 -0.2
Tangible assets
Buildings and structures -0.8 -0.5
Machinery and equipment* -2.2 -1.2
Other tangible assets 0.0 0.0
-3.0 -1.7
Write-downs on tangible and intangible assets** 0.0 -0.4
Total depreciation, amortization and write-downs -3.3 -2.2

*) The units-of-production depreciation method is used for production machinery and equipment. Continued
operations planned depreciation based on normal utilized capacity was EUR -2.2 (~1.2) million and capacity
utilization correction was EUR 0.3 (0.3) million.

**) The weighted average cost of capital used in the impairment tests was 7.1% (7.3%). The decrease in discount
rate is mainly an outcome of the decreased expenses regarding the draw-down of borrowings. A write-
down of EUR 0.4 million in 2018 was recorded on a moulding line in Pori, the so called Disa line.

to use the units-of-production depreciation method for production machinery and equipment, in which the
amount of depreciation is based on the actual output of production machinery and equipment. The units-of-
production method gives a more precise picture of the actual economic wear on production machinery and
equipment than the straightline method, especially when capacity utilisation rates change quickly. Estimated
useful economic lives by asset group are as follows:

capitalised development costs 5 years
intangible rights 3—10 years
other intangible assets 3-20 years
buildings and constructions 25—-40 years
computing equipment 3— Syears
other machinery and equipment ~ 5-25 years
other tangible assets 3-10 years.

9 Financialincome and expenses

Continued operations

Jan1-Dec31, Jan1l-Dec31,
MEUR 2019 2018
Exchange rate gains from financial assets and liabilities recognized
at amortized cost - 0.2
Other financial income 0.0 0.0
Effective interest expenses for financial liabilities recognized at
amortized cost -0.2 -01
Interest expense from lease liabilities -0.2 0.0
Exchange rate losses from financial assets and liabilities
recognized at amortized cost - -01
Other charges on financial liabilities valued at amortized cost - 0.0
Interest expenses and commissions for supplier factoring - 0.0
Interest expenses and commissions for sold trade receivables -0.1 0.0
Other financial expenses 0.0 0.0
Financialincome and expenses, total, continued operations -0.4 0.0

In addition to the foreign exchange rate differences presented in financial items, foreign exchange
rate differences are also recorded in the consolidated operating profit. Other operating income

in note 4 includes a total of EUR 0.0 (0.0) million in exchange rate gains and losses arising from
foreign currency denominated sales and purchases.
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10 Income taxes
Jan1-Dec31, Janl-Dec31,

MEUR 2019 2018
Income taxes, continued operations
Income taxes for financial period 0.0 0.0
Change in deferred taxes (see note 18) 0.0 -0.2
Continued operations total 0.0 -0.2

Income taxes, discontinued operations

Income taxes for financial period 0.0 0.0
Change in deferred taxes 0.6 0.0
Discontinued operations total 0.6 0.0
Income taxes, Group 0.6 -0.2

Income tax reconciliation between tax expense of continued operations computed
at statutory rates in Finland of 20.0 % and income tax expense provided on earnings

Jan1-Dec31, Janl-Dec31,

MEUR 2019 2018
Profit before tax, continued operations -2.1 1.2
Income tax using Finnish tax rate 0.4 -0.2
Difference between Finnish tax rate and rates in other countries - 0.0
Tax exemptincome 0.4 -01
Non-deductible expenses -0.5 0.4
Adjustments to the taxable income for previous years - 0.0
Tax losses from which no deferred tax assets have been recorded -0.3 -0.3
Re-assessment of deferred taxes - 0.0
Taxes total 0.0 -0.2

FINANCIAL CONSOLIDATED INCOME FINANCIAL OTHER
TATEMENTS STATEMENT STATEMENTS INFORMATION

Accounting principles

Consolidated direct taxes include direct taxes based on the taxable profit of Group companies,
calculated according to tax legislation in each company's domicile. Deferred tax liabilities are
recognised on the balance sheet in full and deferred tax assets to the extent that it is probable that
future taxable profit will be available against which the asset can be utilised. Deferred tax liabilities
and assets are calculated from all the temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes,
using the tax rate in force on the balance sheet date. Future changes in tax rates are taken into

account when they have become, in practice, certain.
11 Earnings per share

Jan1-Dec 31, Jan1l-Dec31,

2019 2018

Profit for the period attributable to the shareholders of the parent
company, 1,000 EUR* 14,570 1,044
Weighted average number of outstanding shares during the financial
year, 1,000 shares 192,269 176,985
Basic earnings per share, EUR 0.08 0.01
Dilution effect of share options and share-based incentive plans,
1,000 shares 4,013 4,430
Weighted average number of outstanding shares during the
financial year, 1,000 shares 196,282 181,415
Diluted earnings per share, EUR 0.07 0.01

Accounting principles

Basic earnings per share is calculated by dividing the result for the period attributable to
shareholders of the parent company by the weighted average number of outstanding shares
during the financial year. Diluted earnings per share is calculated by adjusting the weighted average
number of shares by the effect of potential diluting shares due to share options and share-based
incentive planin the Group.
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Notes to the consolidated MEUR 019 2018
- e m Other capitalized expenditure
statement Of ﬁnanCIaI pOSItlon Acquisition cost at 1Jan 10.3 10.6
Additions 0.1 0.0
12 Intangible assets Companies acquired 2.2
MEUR 2019 2018 Disposals _ -03
Intangible rights Re-classifications - 0.0
Acquisition cost at 1Jan 1.9 1.6 Translation differences 0.0 0.0
Additions - 03 Acquisition cost at 31Dec 12,6 10.3
Disposals - 0.0 Accumulated amortization at 1Jan -10.3 -105
Re-classifications - 0.0 Accumulated depreciation on companies acquired -0.6
Translation differences 0.0 0.0 Accumulated amortization on decreases and re-classifications - 03
Acquisition cost 31Dec 1.9 19 Translation differences 0.0 0.0
Accumulated amortization at 1Jan -1.6 -16 Amortization during the period -0.2 _01
Accumulated amortization on decreases and re-classifications - 0.0 Accumulated amortization at 31 Dec 111 103
Translation differences 0.0 0.0 Book value at 31Dec 15 0.0
Amortization during the period 0.0 0.0
Accumulated amortization at 31Dec -1.6 -1.6 MEUR 2019 2018
Book value at 31Dec 03 0.3 Advance payments for intangible assets
Acquisition cost at 1Jan 0.0 01
MEUR 2019 2018 Additions 0.1 0.0
Computer software Disposals B 0.0
Acquisition cost at 1Jan 5.0 4.9 Re—classifications B 01
Additions 0.0 0.0 Book value at 31Dec 0.1 0.0
Companies acquired 0.1
Disposals - 00 Totalintangible assets 2.1 0.4
Re-classifications - 0.2
Translation differences 0.0 0.0 Capital expenditure on intangible asets during the financial period totalled EUR 0.2 million (EUR
Acquisition cost at 31Dec 5.1 5.0 0.3 million). Intangible assets increased by EUR 1.7 million due to acquisition of Componenta
Accumulated amortization at 1Jan -4.9 -4.9 Manufacturing Oy.
Accumulated depreciation on companies acquired 0.0
Accumulated amortization on decreases and re-classifications - 0.0
Translation differences 0.0 01 Intangible assets include mainly computer software and capitalised development costs. For
Amortization during the period 0.0 01 intangible assets that have a limited useful economic life, straight-line depreciation is entered as an
Accumulated amortization at 31Dec _49 _4.9 expense in the income statement over their useful economic lives.
Book value at 31Dec 0.2 01

The Group has no intangible assets that have an unlimited useful economic life.
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13 Goodwill
MEUR Dec31,2019 Dec31,2018

FINANCIAL CONSOLIDATED INCOME FINANCIAL OTHER
TATEMENTS STATEMENT STATEMENTS INFORMATION

Accounting principles

Acquisition cost on Jan 1 - _

Acquisitions are accounted for, by using the acquisition method. Goodwill represents the excess

Additions - -

of acquisition cost over the fair values of identified acquired assets and liabilities of acquired

Hankitut liiketoiminnot 3.2 -

companies at the acquisition date. Goodwill arises mainly in connection with acquisitions and it
represents the value of acquired market share , business knowledge and the value of obtained

Disposals and transfers between items - -

Write-downs during the period - -

synergies. Goodwill is not depreciated, but tested annually for impairment.

Book value on Dec 31 3.2 -

The book value of goodwill in the Group is assessed annually or more often if there are any

Allocation of goodwill

Goodwillis allocated on cash-generating units (CGU). At Componenta goodwill is allocated to the
company, which business has been acquired. Goodwill has been allocated to one company.

Impairment testing

Componenta completed the acquisition of Komas Oy on 30 August 2019. Komas Oy (currently
Componenta Manufacturing Oy) has been included in the consolidated financil statements as

of 30 August 2019. As the annual impairment testing is very close to acquisition date of Komas

Oy (currently Componenta Manufacturing Oy), goodwill arised from acquisition of Komas Oy
(currently Componenta Manufacturing Oy) has not been included in the annual impairment testing.
Goodwill related to acquisition of Komas Oy (currently Componenta Manufacturing Oy) was EUR
3,2 million at year-end.

indications of impairment. Goodwill is allocated on the cash generating unit (CGU), whichis
recognized in the Group. The recoverable amount of a CGU is determined by value-in-use
calculations, where the cash flow based value-in-use is determined by calculating the estimated
future cash flows discounted to their present value. The discount rate is the weighted average cost
of capital (WACC). WACC reflects the market assessment of the time value of money and the risks
specificin Componenta's business. Impairment loss of goodwill is recognized as an expense and

is not subsequently reversed. Estimates used in the testing are based on assumptions made by
management.

14 Tangible assets

MEUR 2019 2018

Land and water areas
Acquisition cost at 1Jan 0.9 0.9
Additions - 0.0
Disposals 0.0 0.0
Re-classifications - 0.0
Revaluation on land and water areas* - 0.0
Translation differences - 0.0
Book value at 31Dec 0.8 0.9
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MEUR 2019 2018 MEUR 2019 2018
Buildings and constructions Machinery and equipment
Acquisition cost at 1Jan 313 313 Acquisition cost at 1Jan 95.3 95.1
Additions 0.1 0.2 Additions 0.6 1.2
Disposals -5.5 0.0 Companies acquired 8.1 -
Re-classifications - 0.0 Disposals -20.1 -0.8
Revaluation on buildings* - 0.0 Re-classifications 0.2 0.6
Translation differences -0.2 -0.2 Translation differences -1.2 -0.8
Acquisition cost at 31Dec 25.7 31.3 Acquisition cost at 31Dec 82.9 95.3
Accumulated depreciation at 1Jan -22.6 -22.1 Accumulated depreciation at 1Jan -86.8 -86.7
Accumulated depreciation on decreases and re-classifications 3.8 0.0 Accumulated depreciation on companies acquired -1.2 -
Translation differences 0.1 0.1 Accumulated depreciation on decreases and re-classifications 20.1 0.7
Depreciation and write-downs during the period** -1.2 -0.6 Translation differences 1.1 0.6
Accumulated depreciation at 31Dec. -19.9 -22.6 Depreciation and write-downs during the period -2.2 -15
Book value at 31Dec 5.7 8.6 Accumulated depreciation at 31Dec -68.9 -86.8
Book value at 31Dec 13.9 8.4
MEUR 2019 2018
Buildings and constructions, leases MEUR 2019 2018
Acquisition cost at 1Jan 0.0 - Machinery and equipment, leases
Additions 1.2 - Acquisition cost at 1Jan 145 14.5
Companies acquired 8.5 - Additions 0.6 0.0
Disposals - - Companies acquired 1.1 -
Re-classifications - - Disposals -10.4 01
Translation differences - - Re-classifications - 0.4
Acquisition cost at 31Dec 9.7 - Translation differences -0.2 -0.4
Accumulated depreciation at 1Jan 0.0 - Acquisition cost at 31Dec 5.7 14.5
Accumulated depreciation on companies acquired -0.9 - Accumulated depreciation at 1Jan -12.8 -12.9
Accumulated depreciation on re-classifications - - Accumulated depreciation on companies acquired -0.5 -
Translation differences - - Accumulated depreciation on decreases 9.9 0.0
Depreciation during the period -0.5 - Translation differences 0.1 0.3
Accumulated depreciation at 31Dec -1.4 - Depreciation during the period -0.7 -0.2
Book value at 31Dec 8.3 - Accumulated depreciation at 31Dec -4.0 -12.8
Book value at 31Dec 1.7 1.7
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MEUR 2019 2018 for the part that it has in previous years been booked at revaluation reserve. The reliability of the valuation
- of property is classified as Level 2 or 3,in other words there is no active market for these mainly industrial
Other tangible assets properties and the price cannot be deduced from verifiable market data. The valuation is based on the
Acquisition cost at 1Jan 0.6 0.6 income approach and determining the fair value involves considerable discretion.
Additions 0.1 0.0
i - Investments during the financial period totalled EUR 1.3 (1.8) million.
Companies acquired - -
D|sposaI§ : - 0.0 Changes in right-of-use assets
Re-classifications 0.0 00  MEUR 2019
Translla.tllon differences -0.1 0.0 Carrying amount, Jan 1 1.7
Acquisition cost at 31_ Dlec 06 0.6 Impact of adoption of the IFRS 16 standard 0.4
Accumu:ated deprec!at!on at1Jan . . -0.2 -0.2 Additions 14
Accumulated depreciation on companies acquired - - Disposals -05
Accumulated depreciation on decreases and re-classifications - 0.0 . .
Companies acquired 8.2
Translation differences 0.1 0.0 e
._ i : Depreciation -1.2
Depreoelmon during tlhe. period 0.0 0'2 Translation differencies -0.1
Accumulated depreciation at 31Dec -0.1 -0. Carrying amount, Dec 31 10.0
Book value at 31Dec 0.5 04
Componenta's most material right-of-use assets capitalized consist of production machinery,
MEUR 2019 2018 production and office premises. Some of these leases contain renewal and extension options that
. are considered in the lease term if it is reasonably certain to exercise the option. The leases for
Advance payments and fixed assets under construction X . . . ) ) :

. production and office premises are mainly leases valid until further notice. The Group has estimated
Acquisition cost at 1Jan 0.2 0.5 that its leases valid until further notice will run for an average duration of 7 years. The estimate is
Additions 0.3 0.1 based on previous experience on the duration of similar leases and on the Group strategy.
Companies acquired 0.3 -

Disposals _ 0.0 Group as lessor
Re—clasIS|ﬁca.t|ons -0.1 -04 The Group has leased out a few business facilities to a third parties, which annual revenue is
Translation differences - 0.0 immaterial from the Group's point of view. The Group treats these leases as operational leases. The
Book value at 31Dec 0.8 0.2 gains and risks that are essentially associated with the leased facilities do not grant the lessees.
There have not been any adjustments to the accounting for assets held as lessor under operating
TOTAL TANGIBLE ASSETS 318 50.4 leases as a result of the adoption of IFRS 16.

*) The accounting principles for the consolidated financial statements contain further information about
the treatment of changes in the value of land and buildings. According to the accounting principles for the
consolidated financial statements, changes in the value of land and buildings are measured at three to five
year intervals. The previous revaluation process throughout the Group was carried out in 2016. The valuation
is mainly based on the income approach. The difference in book value and fair value of buildings and land
EUR 0.6 (0.0) million is booked through other comprehensive income items under discontinued operations,

Lease receivables scheduled for leases

MEUR Dec31,2019 Dec31,2018
Not later than one year 0.3 0.2
Later than one year but not later than five years 1.0 0.8
Total 1.3 11
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Accounting principles

Property, plant and equipment is recorded on the balance sheet at original acquisition cost less
planned depreciation and write-downs, except for land areas, buildings and constructions. The
acquisition cost includes all costs directly incurred by the purchase of the asset. The received
tangible assets from a new acquired company are recognised at fair value.

Componenta uses the revaluation model permitted by IAS 16, according to which land areas, buildings
and constructions are recorded at fair value, which is based on assessments made by independent
evaluators, and for buildings is the fair value less depreciation after the revaluation. Land and water
areas are not depreciated. Measurements of value are made sufficiently regularly so that the fair
value of arevalued asset does not differ materially from its carrying amount. Valuations of assets
subject to revaluation are carried out at a maximum of five-year intervals. However, valuations

are carried out more frequently if substantial changes are about to take place that may affect the
valuation of the assets. Valuations are carried out by independent, qualified, external evaluators

in Finland and Sweden, following each evaluator's own process and the method considered most
appropriate for the asset being valued, starting with a review of macroeconomic factors and available
market information and ending with the use of an appropriate model and a fair value calculated

with this. The valuation is based on what is probably the most productive use of the asset and

on valuation models where the input used portrays the facts and conditions of each economic
environment (such as level of employment, general economic situation, recent transactions). In the
revaluation of fixed assets, the yield value method is used for real estate, the market-based model

is used for land areas, and the acquisition cost based model is used for real estate in markets in
which there is no active rental market. During the financial year that ended on 31December 2016,
valuations were made for all the company's asset items located in Finland and being revalued, and
entries based on these have been made to the values of the assets. The values determined do not
reflect the fair realisation value of the asset. In the revaluation of fixed assets, the yield value method
is used for real estate, the market-based model is used for land areas, and the acquisition cost

based modelis used for real estate in markets in which there is no active rental market. Valuations
may also be based on actual concluded reference deals and their prices if such information has been
available and is otherwise suitable for use as a valuation basis. As arule, in the yield value method,
the rental rates are based on the market rents on the date of valuation. The reliability of the valuation
is classified as levels 2 or 3, level 3 consisting mainly of industrial properties, for which there is no
active market and no price can be derived from observable market data. Determining the fair value
of assets requires significant assumptions and, consequently, the valuation of buildings and land
involves uncertainty. During the financial year that ended on 31December 2016, valuations were
made for all the company's asset items located in Finland and being revalued, and entries based on
these have been made to the values of the assets. The valuation is based on the best possible use of
the asset and, therefore, the values determined do not correspond to the fair realisable value.

Accumulated depreciation is eliminated when an item is revalued against the gross carrying amount
of the asset, and the net amount is adjusted so that it corresponds to the value based on the
revaluation of the asset. Increases in the carrying amounts resulting from the revaluation of land
areas, buildings and constructions bare recorded in other comprehensive income and are presented
under shareholders' equity in other reserves. Reductions that offset increases in value previously
recognised for the same asset are recognised in other comprehensive income and are deducted
from other reserves in shareholders' equity, and all other reductions are recognised in the income
statement. The difference between the depreciation recorded in the income statement based on the
revalued carrying amount and the depreciation based on the original cost of the asset is transferred
each year from other reserves to retained earnings.

Maintenance and repair costs are usually recognised in the income statement as an expense as
incurred. Major refurbishment costs are capitalised and depreciated over their estimated useful

life if these costs are likely to increase the future economic benefits embodied in the specific asset
to which they relate. Spare parts for production machinery, stand-by equipment and servicing
equipment are presented as tangible assets when they comply with the definition of property, plant
and equipment. Otherwise these assets are classified as inventory. As a rule, the depreciation period
after installation is 3 years.

"Planned depreciation, except for production machinery and equipment, is calculated on a straight-line
basis on the original acquisition cost, based on the estimated useful economic life. The Group uses

the units-of-production depreciation method for production machinery and equipment, in which the
amount of depreciation is based on the actual output of production machinery and equipment. The
units-of-production method gives a more precise picture of the actual economic wear on production
machinery and equipment than the straightline method, especially when capacity utilisation rates
change quickly. Estimated useful economic lives by asset group are as follows:

buildings and constructions 25-40 years
computing equipment 3- byears
other machinery and equipment 5 -25 years
other tangible assets 3-10 years.

Impairment of assets

The carrying amounts of the Group's assets are reviewed on each balance sheet date to determine
whether there is any indication of impairment. If any such indication exists, the asset’s recoverable
amount is estimated. Animpairment loss is recognised for the amount by which the balance sheet
value of the asset exceeds the recoverable amount for the asset. The recoverable amount of an
asset is the greater of its net selling price and value in use. As arule, value in use is based on the
estimated discounted future net cash flows obtainable through the asset. The assets are tested for
impairment either by using future cash flows or sales prices of the assets.
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According to the Group's accounting policies, the carrying amounts of tangible and intangible 15 Inventories
assets are re-examined for potential impairment whenever circumstances indicate a potential
impairment. Componenta has tested the tangible and intangible assets for impairment by MEUR Dec31,2019 Dec31,2018
comparing the carrying amount of an asset and its recoverable amount. Measuring the recoverable Raw Materials and Consumables 3.6 2.2
amount of the tangible and intangible assets, the management is required to make estimates and Work in Progress 1.8 1.7
assumphons about the tangible ancll |ntang|ble.asset grqups futurg salles cash ﬂowls, proclluctlon Finished products and goods 22 6.9
costs, discount rates and future capital expenditure required to maintain the assets in their current i )
condition. When making these estimates and assumptions, the management takes into account Other inventories 13 33
the impact of the corporate restructuring proceedings on the cash flows and forecasts. These Advance Payments 0.3 0.2
estimates and assumptions involve risks and uncertainty, and therefore it is possible that as Total Inventories 9.2 14.3

conditions change, these forecasts change, which may affect the assets' recoverable amount.

Right-of-use assets

Componenta adopted the new IFRS 16 standard as of 1January 2019. According to the new
standard, an asset (right-of-use asset) and a financial liability regarding rental payments are
recognized on the balance sheet (see note 30). At inception of a contract, Componenta assesses
whether a contract is, or contains, alease. A contract is, or contains, a lease if the contract entitles
theright to control the use of an identified asset for a period of time in exchange for consideration.
The right-of-use assets of the lease agreement are capitalized on the commence date of the
lease. Theright-of-use assets are measured at cost, which comprises the initial amount of

the lease liability adjusted for lease payments made at or before the commencement date.
Theright-of-use assets are subsequently depreciated using the straight line method from the
commencement date, either according the end of the lease term or the end of the useful life of the
right-of-use asset, based on which one s earlier. In addition, the right-of-use assets are adjusted
for certain remeasurements of the lease liability. Right-of-use assets are tested for impairment in
accordance with IAS 36.

Componenta has decided to utilize the practical expedient permitted by the standard and does
not apply the standard on leases of low value assets, but instead recognizing the rents as an
expense over the lease term. Leases of low value assets mainly include IT and office equipment.
Additionally the Group recognizes leases that have a lease term of 12 months or less as leases of
low value assets and apply a single discount rate to a portfolio of leases with reasonably similar
characteristics.

Other inventories include mainly patterns, fixtures, tools and spareparts.

Accounting principles

Inventories are stated at the lower of acquisition cost and net realisable value. The acquisition cost
is based on the FIFO principle. The acquisition cost of manufactured products and work in progress
includes the cost of raw materials, direct labour costs, other direct costs as well as a proportion

of variable and fixed production overheads. Also, those spare-parts which are not recorded, by
definition, under property, plant and equipment, are recorded under inventories.

The net realisable value of inventory is assessed on each reporting date. Net realisable value refers
to the estimated selling price in the ordinary course of business less variable selling expenses.
Determination of the net realisable value includes the management's estimates on the selling price
of inventories.

16 Accounts receivables

MEUR Dec31,2019 Dec31,2018
Accounts receivables 1.8 6.6
Contract assets 0.1 -
Total 1.9 6.6

Changes in contract assets are specified in note 1.
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Accounts receivables by currenc Credit losses and the provision for credit lossed during the reporting period totalled EUR -0.1(-0.2)
y y million. Componenta Castings Oy booked credit losses of 0.1 million related to doubtful receivable
% Dec31,2019 Dec31,2018 over one year old which consist of old customer reclamations. The Group's credit loss risk was EUR
EUR 100.0 836  19(6.8)million.
SEK 0.0 16.4 . e
Accounting principles
Total 100.0 100.0
Accounts receivables are receivables that result from selling goods or delivering services to
Aging of accounts receivables customers in the ordinary course of business. Other receivables are contract assets, other accrued
ging . . income and financial assets with fixed or determinable payments that are not quoted in an active
Outstanding trade receivables fall due as follows market. Accounts receivables and other receivables are classified as current assets if customer
Dec 31,2019 Dec 31,2018 payment is expected to be received within one year. Otherwise they are presented as non-current
Accounts Loss Accounts Loss assets. The expected credit losses are assessed and entered in accordance with the accounts
MEUR receivables allowance receivables allowance receivable age analysis on the basis of the classification. The history information and knowledge
of the customers' payment behaviour are also taken into account. Changes in impairment loss for
Not due 0.7 0.7 , . . . )
doubtful accounts receivable are recognized as expenses in the consolidated statement of income.
Overdue
less than 1month 0.9 3.5 Componenta mainly does not receive advance payments. The order book includes the confirmed
1-3months 0.1 14 customer orders for the following two months.
3 - 6 months 0.0 0.2 . .
17 Other short-term receivables and accrued income
more than 6 months 0.1 0.1 1.0 0.2
Total 1.9 0.1 6.8 0.2 MEUR Dec31,2019 Dec31,2018
Loan receivables 0.0 0.0
Credit risk Prepayments and accrued income 1.1 0.9
Componenta's credit risk is related to receivables that are trade receivables from delivered products. VAT receivables 0.0 03
Group companies are primarily responsible for the risks related to customer receivables. The Group .
. . oo . . Other receivables 0.1 0.4
Treasury sets guidelines and monitors credit risk management, and evaluates the creditworthiness and
ability of customers to fulfill their payment obligations. The Group reduces its credit risk exposure by Total 1.2 16
selling its trade receivables to financing companies without recource. Sold trade receivables at the end
of the financial period was EUR 6.7 million (EUR 0.0 million). Ther is also credit risk related to recognition Prepayments and accrued income include mainly prepaid accrued expenses.
of customer contracts over time, but these are insignificant in the Group. The collection of customer
receivables is carried out in accordance with the Group's debt collection policy. The credit loss provision Prepayments and other accrued income
for trade receivables is estimated on the basis of the quality and aging of the receivables by adjustingthe  MeUR Dec31,2019 Dec31,2018
customer receivables based on the customer’s previous 12-month payment behavior to the receivable £ N 03 03
open at the time of the financial statements. The effect of the IFRS 9 standard at Componentais evident nergytax ! :
in the value adjustment of the estimated uncertain receivables formed by the application of the expect- Personnel 0,2 01
ed credit loss model. Insurance 0,1 0,0
Other accrued income 0,6 0,5
Many customers are financially sound and solid companies, but in individual cases and with new Total 11 09

unknown customers credit rating companies’ reports on payment behaviour and solvency are used to
support the credit decisions.
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18 Deferred tax assets and liabilities
Changes in deferred taxes during the financial year 2019

Recognized in Recognized Translation

MEUR at1Jan2019 income statement in equity Dekonsolidointi* differences at 31 Dec 2019
Deferred tax assets

Other differences 0.9 0.0 0.5 1.5
Total 0.9 0.0 0.6 1.5

Offset with deferred tax liabilities -0.9 -0.6 -1.5
Total 0.0 0.0 0.0 0.0
In 2019 deferred tax assets were recorded EUR 0.6 million.

Recognized in Recognized Translation

MEUR at1Jan2019 income statement in equity Dekonsolidointi* differences at 31 Dec 2019
Deferred tax liabilities

Valuing tangible assets at fair value when merging businesses 0.0 0.6 -0.3 0.3

Accelerated depreciation 0.0 0.0 0.1

Lease liabilities 0.8 -0.6 0.2

Other differences 1.5 0.0 0.0 0.0 1.5
Total 24 -0.6 0.7 -0.3 0.0 2.1

Offset with deferred tax assets -0.9 -0.6 -1.5
Total 1.4 -0.6 01 -0.3 0.6

*Consolidation of Componenta Frdmmestad AB was discontinued in September 2019.

Deferred income tax assets and liabilities are netted on the balance sheet primarily on a country-by-country basis when the country in question allows the balancing of taxable profits and losses between
Group companies or when there is only one subsidiary in the country in question.
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Changes in deferred taxes during the financial year 2018
Recognized in Recognized Translation

MEUR at1Jan 2018 income statement in equity Dekonsolidointi differences at31Dec2018
Deferred tax assets

Other differences 0.9 0.0 0.9
Total 0.9 0.0 0.9

Offset with deferred tax liabilities -0.9 0.0 -0.9
Total 0.0 0.0 0.0
In 2018 deferred tax assets were recorded EUR 0.0 million.

Recognized in Recognized Translation

MEUR at1Jan 2018 income statement in equity Dekonsolidointi differences at31Dec2018
Deferred tax liabilities

Finance leases 0.7 01 0.8

Other differences 1.5 01 1.5
Total 2.2 0.2 2.4

Offset with deferred tax assets -0.9 0.0 -0.9
Total 13 0.2 1.4

Deferred income tax assets and liabilities are netted on the balance sheet primarily on a country-by-country basis when the country in question allows the balancing of taxable profits and losses between

Group companies or when there is only one subsidiary in the country in question.

The net amount of deferred tax assets, which mainly consist of unused tax losses, was EUR 0.0 million (EUR 0.0 million). The value of deferred tax liabilities was EUR 2.1million (EUR 2.4 million) before

offset with deferred tax assets.

Accounting principles

Deferred tax assets for confirmed losses or for losses for the financial period have only been
recognised to the extent to which it is probable that future profits will be generated that can be
offset with the temporary differences. If a Group company has in the recent past made aloss,

a deferred tax asset is only recorded to the extent that the company has sufficient taxable
temporary differences or some other convincing proof of its ability to make use of the tax loss.
Deferred tax assets are recognised only if it is considered likely that they are recoverable, which
will depend on the existence of sufficient future taxable income. Assumptions of future taxable
income are based on the management's estimates of future cash flows. These estimates of future
cash flows are, in turn, dependent on the management's estimates, inter alia, of the future volume
of sales, operating expenses and financing costs. The company's ability to accumulate taxable
income also depends on general economic, financial, competitive and regulatory factors that are
not under its own control. Estimates and assumptions involve risks and uncertainties, and thus

it is possible that expectations change as circumstances change. This may affect the amount of
deferred tax assets and liabilities on the balance sheet and the amount of temporary differences.

A deferred tax liability is recognised for the retained earnings of subsidiaries only if it can be
considered that the tax payment will take place in the foreseeable future. Deferred tax liabilities
have been calculated by using effective tax rates.

Deferred tax liabilities and assets are offset on the balance sheet in so far as they have the
same recipient of the tax and when they can be allocated to each other. Because of the material
uncertainty related to the companies ability to continue as a going concern, no net deferred tax
assets had been recognised in Finland and Sweden in the 2019 and 2018 financial statements.
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19 Investment properties information has been available and is otherwise suitable for use as a valuation basis. As arule, in
the yield value method, the rental rates are based on the market rents on the date of the valuati-
MEUR 2019 2018 on. determining the fair value of assets requires significant assumptions and, consequently, the
Book value Jan 1 0.0 05 valuation of buildings and land involves uncertainty. The valuation is based on the best possible use
Additions - 0.0 of the asset and, therefor, the values determined do not correspond to the fair realisable value.
Disposals _ _05 According to the restructuring programme, Componenta Corporation and Componenta Castings
Oy have the obligation to sell investment properties that are not part of their business operations.
Transfers - 0.0 These assets have been valued at the probable realisable value in the consolidated financial state-
Classified as held for sale - 0.0 ments.
Profit/loss from the fair valuation - 0.0
. Investment properties are not depreciated. Gains and losses arising from change in the fair value
Write-downs - 0.0 : : o S . .
of investment properties are recognised in profit or loss for the period in which they arise and are
Book value Dec 31 0.0 0.0

According to the restructuring program confirmed on 23 August 2017, the group should sell all its
investment properties during the restructuring program. Componenta has executed this program
by selling almost all its investment properties in 2018. The remaining investment properties in the
Group are immaterial.

Accounting principles

The real estate companies within the group hold land areas and buildings, which the group do not
have in own use and from which the group recognise rental income. Therefor these real estate
companies are classified as investment properties according to IAS 40 Investment Property. The
group applies the fair value model for measuring the investment properties. The fair value reflects
the market conditions at the end of the reporting period with no transaction costs incurred.

Valuations of investment properties recorded at fair value, as well as properties and land areas
used in the Group's own operations, are carried out by professionally qualified and independent
external valuators. These external valuators carry out the valuations by following each valuator's
own process and the method considered most appropriate for the asset being valuated, starting
with a review of macroeconomic factors and available market information and ending with the use
of an appropriate model and a fair value calculated with this. In the revaluation of fixed assets, the
yield value method is used for real estate, the market-based model is used for land areas, and the
acquisition cost based model is used for real estates in markets in which there is no active rental
market. Valuations may also be based on actual concluded reference deals and their prices if such

presented in other operating income in the income statement. Rental income from investment
properties is recorded in the Group's net sales.

20 Assets classified as held for sale

Non-current assets held for sale

MEUR Dec31,2019 Dec31,2018
Investments - 00
Assets classified as held for sale total - 0,0

Non-current assets held for sale represent investment properties held for sale. Due to the
restructuring programme the company should sell the real estate companies that are not part of
the company's core business. The implementations of restructuring programmes have procee-
ded as planned and all non-current assets held for sale in 2017 have been sold during 2018. The
investment properties are provided in note 19.

Accounting principles

Componenta classifies some of its real estate companies as non-current assets held for sale
according ti IFRS 5, because the comparable booking value will be carried mainly from selling the
asset. Investment properties are measured at fair value.
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21 Share capital, share premium reserve and other reserves
Buildings and
Share premium Cashflow Unrestricted land revaluation
Number of Share capital, reserve, hedges, equity reserve, reserve Otherreserves,
shares, (1,000) MEUR MEUR MEUR MEUR MEUR MEUR
Jan1,2019 177,269 1.0 0.0 0.0 0.4 0.0 295
Directed shareissue 60,000 7.5
Option and share-based compensation 0.0
Other comprehensive income 0.6 -27.0
Dec 31,2019 237,269 1.0 0.0 0.0 7.9 0.6 25
Buildings and
Share premium Cash flow Unrestricted land revaluation
Number of Share capital, reserve, hedges, equity reserve, reserve Other reserves,
shares, (1,000) MEUR MEUR MEUR MEUR MEUR MEUR
Jan1,2018 177,269 1.0 0.0 0.0 0.4 0.0 295
Option and share-based compensation 0.0
Other comprehensive income
Dec 31,2018 177,269 1.0 0.0 0.0 04 0.0 295

In 2018 the Board of Directors resolved, authorised by the General Annual Meeting, to implement
two new share-based incentive plans for the key emplyees, a Stock Option Plan and a Restricted
Share Plan.

Componenta Corporation completed the acquisition of Komas Oy on 30 August 2019. The purcha-
se price of the acquisition was paid by issuing shares in the company to the sellers in accordance
with the authorisation granted by Componenta’s Extraordinary General Meeting held on 1July
2019. The purchase price consisted of 60 million new shares issued by Componenta which, after
the new share issue, represent approximately 25.3 per cent of the outstanding shares in the com-
pany. The purchase price was determined according to the share price at the time of closing the
transaction and was EUR 7.8 million. EUR 0.3 million of transaction costs, related to considaration
paid as shares was netted against unrestricted equity reserve.

The building and land area revaluation reserve presents the impact on shareholders’ equity of the
revaluation of these assets. The change resulting from revaluation presented in comprehensive
income, excluding non-controlling interest, after deferred tax was in 2019 EUR 0.6 million (EUR 0.0
million). The change results from cancelling the write-down of buildings and land areas in Compo-
nenta Frdmmestad AB, as the consolidation of the statements of financial position was disconti-
nued in September 2019.

Other reserves include the conversion option component of the convertible capital notes EUR

2.5 (2.5) million, share-based payments EUR 0.0 (0.0) million according to IFRS 2. At the end of
reporting period 2018 other reserves included non-intererst bearing capital loan in total EUR 27.0
million in Componenta Frammestad AB. The consolidation of the statements of financial position of
Componenta Frammestad AB was discontinued in September 2019.

The cumulative translation differences in the Group are mainly related to the changes in Swedish
crown and due to discontinued consolidation of Componenta Frammestad AB in September 2019,
there are no cumulative translation differencies in the Group at year-end.

Pursuant to Chapter 9 Section 58 of the Restructuring of Enterprises Act (25.1.1993/47) it is
forbidden to pay dividend between confirmation and end of the restructuring programme. Also,
pursuant to Chapter 14 Section 2.2 of the Limited Liability Company Act (624/2006), the company
may not distribute the unrestricted equity to the shareholders during three years, since the com-
pany has redused the share capital for loss coverage on 11May, 2017.
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22 Capital management Options

Componenta Group's objective for capital management is to ensure the Group's viability to operate
in all circumstances. The sector in which Group operates is by nature relatively capital intensive and
thus requires active measures to optimize the capital structure.

The Board of Directors and Corporate Executive Team regularly monitor the capital structure of
the Group. The Group monitors in particular the compliance of the restructuring program and no
separate target is set on the equity ratio. The equity ratio increased from previous year and stood
at 29.4% (39.3%). The net gearing increased from previous year and stood at 54.9% (-17.5%).
The change in net gearing and equity ratio is mainly due to the acquisition of Komas Oy (currently
Componenta Manufacturing Oy).

The key indicators for capital structure*

% Dec31,2019 Dec31,2018
Net gearing 54.9 -175
Equity ratio 294 39.3

*) The information in the table is unaudited.

23 Share-based payment

Share-based incentive scheme

The Board of Directors of Componenta Corporation resolved in 2018 to implement two new share-
based incentive plans for the Group key employees, a Stock Option Plan and a Restricted Share
Plan. The Board of Directors resolved on the new stock option plan by virtue of an authorization
granted by the Annual General Meeting of Shareholders held on 24 May 2018.

A maximum of 20 key employees, including the members of the Corporate Executive Team,
belong to the target group of the stock option plan. The Restricted Share Plan is intended for
approximately 15 key employees resolved by the Board of Directors, including the members of the
Corporate Executive Team.

The reward from the Restricted Share Plan 2018 will be based on the key employee’s valid
employment or service and the continuation of work during the vesting period. The Restricted
Share Planis intended for key employees. The rewards to be paid on the basis of the Restricted
Share Plan 2018 correspond to the value of a maximum total of 1,999,500 Componenta
Corporation shares including also the proportion to be paid in cash. The total dilution of the stock
option plan and the restricted share planis 3.93%, in the maximum, if all shares to be subscribed
for and to be paid as reward (including the cash proportion of the restricted share reward) on the
basis of the plans are new shares. During 2019 a total of 284,900 shares have been returned to the
company.

During financial period 2018 Componenta resolved of one option program. The purpose of the
stock options is to encourage the key employees to work on along-term basis to increase the
shareholder value. The purpose is to retain the key employees at the company.

The maximum total number of stock options issuedis 7,320,500, and they entitle their owners to
subscribe for a maximum total of 7,320,500 new shares in the company or existing shares held by
the company. The stock options are issued gratuitously. Of the stock options, 2,430,000 are marked
with the symbol 2018A, 2,445,250 are marked with the symbol 2018B and 2,445,250 are marked
with the symbol 2018C. The maximum total number of stock optionsissuedis 7,320,500, and they
entitle their owners to subscribe for a maximum total of 7,320,500 new shares in the company or
existing shares held by the company. The stock options are issued gratuitously. Of the stock options,
2,430,000 are marked with the symbol 2018A, 2,445,250 are marked with the symbol 2018B and
2,445,250 are marked with the symbol 2018C. The share subscription period, for stock options
2018A, willbe 1December 2021—30 November 2023, for stock options 2018B, 1December 2022—
30 November 2024, and for stock options 2018C, 1December 2023—30 November 2025. At the end
of 2018 Componenta had no outstanding options. In 2018 the Board of Directors resolved on stock
option 2018A. At the end of year 2019 Componenta had no options outstanding. During 2019 a total
of 331,250 shares have been returned to the company.

Options Number of shares that Share Share

granted to Unexercised can he subscribed for subscription subscription

Options employees options with the option price, EUR period
1 December,

2021 -

30 November,

2018A 2,098,750 - 1 0,16 2023

The value of the option program is calculated by using the Black-Scholes option price model. The
parametres used in defining the fair vales are:

2018A
Share-price at the date of issue, EUR 0.16
Original subscription price, EUR 017~
Duration (years) 3
Expected volatility, % 66.9
Risk-free interest rate, % 0.0
Fair value of option at the date of issue, EUR 0.09
Number of plan participants 13

*) Trade-weighted average share price on Nasdaq Helsinki Ltd 12 October—8 November 2018.

Possible dividends are taken into account in the calculations.
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Restricted share plan and recognise the impact of the revision of original estimates as an expense in the statement of

The reward from the Restricted Share Plan 2018 will be based on the key employee’s valid
employment or service and the continuation of work during the vesting period. The reward will
be paid partly in the company’s shares and partly in cash after the expiry of a 36 month vesting
period by the end of December 2021, at the latest. The cash proportion is intended to cover taxes
and tax-related costs arising from the reward to the key employee.

The Restricted Share Plan is intended for approximately 15 key employees resolved by the Board of
Directors, including the members of the Corporate Executive Team. The rewards to be paid on the
basis of the Restricted Share Plan 2018 correspond to the value of a maximum total of 1,999,500
Componenta Corporation shares including also the proportion to be paid in cash. The vesting period
starts on 12 November, 2018 and ends on 11 November, 2021.

Restricted share plan

Grant date 12 November, 2018
Vesting start date 12 November, 2018
Vesting conditions Employment
Payment method Shares and cash
Share price at grant date, EUR 0.16
Fair value of share at grant date, EUR 0.16
Estimated number of plan participants at end of vesting period, % 97%
Number of plan participants 14

Share-based payments

Share-based payments recognized as an expense

MEUR Jan1-Dec 31,2018 Jan1-Dec 31,2018
To be paid in shares 0.2 0.0
To be paid in cash 0.0 0.0
Total 0.2 0.0

Accounting principles

The fair value of granted options from option programs has been determined at the grant date and
will be recognised as an expense over the vesting period. The fair value is calculated by using the
Black-Scholes option price model. At each consolidated statement of financial position date, the
Group revises its estimates of the number of options that are expected to become exercisable

income. When options are exercised, the impacts of changes in the share capital which exceed the
accounting par value of the shares are included in the paid-up unrestricted equity reserve.

Componenta has two share-based incentive plans for the Corporate Executive Team and the Group
key employees, a Stock Option Plan and a Restricted Share Plan. Pursuant to the share ownership
plans, the reward to the management will be settled as a combination of shares and cash when the
criteria set in the terms and conditions for the plan are met. The key employee's valid employment
or service and the continuation of work during the vesting period are key conditions.

The reward from the Restricted Share Plan will be based on the key employee’s valid employment or
service and the continuation of work during the vesting period. The rewards to be paid on the basis
of the incentive plan correspond to the value of shares including also the proportion to be paid in
cash. At each statement of financial position date, the Group revises its estimates of the number of
shares, of the share-based incentive plan, that are expected to be distributed. The expense will be
recognized over the vesting period. This estimate will be revised at each consolidated statement of
financial position date and the impact of the revision of original estimates will be recognized in the
statement of income.

24 Pension obligations and other benefit plans

Pension obligations

Most of the Group's pension plans are defined contribution plans. In Sweden, at Componenta
Frdmmestad AB, the Group had a pension scheme, Alecta ITR, classified as multi-employer defined
benefit scheme. However, since Alecta was not been able to supply the required actuarial valuations,
the Swedish pension plan was treated as defined contribution plan in accordance with IAS 19.30 (a).

Other benefit plans

The Group has one defined benefit plan, reward for years of service. This reward is applied in one
company within the Group. The net defined benefit obligation recognised in the balance sheet at year-
end 2019 was EUR 121,9 (-) thousand. There are no plan assets in the defined benefit plan. Movements
in the net liability consist of EUR 15.5 thousand of contributions and total charges of EUR -3.4
thousands in 2019. This benefit plan has no actuarial gains and losses. Assumptions used in calculating
benefit obligation were; discount rate 0.35% and average future salary increase 2.5%. The duration of
the defined benefit obligation is assumed to be 6.6 years.

Sensitivity analysis Defined Benefit Obligation

Changein
Effect of a change in assumption used assumption Increase Decrease
Discount rate 0.5% 5.8% 25%
Future salary increase 0.5% 9.3% 9.2%
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25 Provisions The Group Management is not aware of any lawsuits or claims against the Group at the end of the
reporting period that would cause recognition of material provisions.
Current
Reorganisation Environmental Other
MEUR provisions provisions provisions Total o . .
Jan1,2019 0.0 0.0 0.0 0.0 A p.rOV|IS|on is recognised on the balarl]cle sheet when the Group hals a prlesent legal or constructive
- - obligation as a result of a past event, it is probable that the obligation will have to be settled, and
Translation differences - - - ~  the amount of the obligation can be reliably estimated. If it is possible to obtain compensation for
Additions to provisions - - 03 0.3  some of the obligation from a third party, the compensation is recognised as a separate asset item,
Utilized during the period - - - - butonly whenitis, in practice, certain that the compensation will be obtained.
Derecognition from the statement of A provision for restructuring is recognised when the Group has drawn up a detailed restructuring
financial position, discontinued operations - - - ~  planand restructuring has either commenced or the plan has been announced publicly.
Dec 31,2019 0.0 0.0 03 03
Jan1,2018 0.0 0.0 01 01 26 Financial risks and instruments
Translation differences - - - -
" . The target of management of financial risks related to business operations of Componenta Group
Additions to provisions - - - - . .
is to hedge the profit and the balance sheet of the Group. In the long-term the Group is always
Utilized during the period 0.0 0.0 -01 -01  exposed to economicrisks. Therefore, the amount of financial risks is aimed to be limited to accep-
Derecognition from the statement of table level by using financial instruments commonly used in the financial markets. The administra-
financial position, discontinued operations - - - - tion of the financial risks is mainly centralized to Group Treasury. Because of the restructuring
Dec 31,2018 0.0 0.0 0.0 0.0 programs alsolocal agreements in subsidiaries for financing or hedging of foreign excange risks
may be possible providing the terms are accepted by the Group.
Jan 1-Dec 31, Jan1-Dec 31,
MEUR 2019 2018
Change in provisions recognised as operating expenses in
income statement under continued operations, increase of
expense (-), decrease of expense (+) or in net result of the
discontinued operations -0,3 -0,1
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Values of financial assets and liabilities
Investments Investments
measured measured
Financialassets  Financial assets at fair value Financialassets  Financial assets at fair value
and liabilities at and liabilities through other and liabilities at and liabilities through other
fair value through measuredat  comprehensive Lease fair value through measuredat  comprehensive Lease
MEUR, Dec 31,2019 profitandloss  amortised cost income liabilities Total MEUR, Dec 31,2018 profitandloss  amortised cost income liabilities Total
Non-current assets Non-current assets
Other receivables 04 04 Other receivables 0,1 01
Current assets Current assets
Cash and cash equivalents 4.5 4.5 Cash and cash equivalents 53 53
Accounts receivables 1.8 1.8 Accounts receivables 6,6 6,6
Total financial assets 6.6 6.6 Total financial assets 12,0 12,0
Non-current liabilities Non-current liabilities
Loans from financial institutions 19 19 Finance leases 0,4 0,4
Lease liabilities 7.7 7.7 Other loans 0,4 04
Other loans 0.2 0.2 Trade payables and advances received 0,4 0,4
Trade payables and advances received 0.3 03 Interest-bearing restructuring debts 0,7 0,7
Interest-bearing restructuring debts 0.5 0.5
Current liabilities
Current liabilities Finance leases 0,2 0,2
Loans from financial institutions 11 11 Pension loans - -
Lease liabilities 15 15 Other loans 01 0,1
Other loans 0.1 0.1 Trade payables and advances received 41 41
Trade payables and advances received 4.3 4.3 Interest-bearing restructuring debts 0,1 01
Interest-bearing restructuring debts 01 01
Total financial liabilities 58 0,6 6,4
Total financial liabilities 8.5 9.3 17.7

Interest free restructuring debts are presented in note 26.
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Financing and liquidity risks Installments and interest payments on financial liabilities 2018
In the near future, the financing and liquidity risks of Componenta Group are related to the imple-
mentation of the corporate restructuring programs currently underway. The Group's ability to MEUR 2019 2020 2021 2022 2023 2024+ Total
continue as a going concern depends on that the Group companies undergoing restructuring in Finance leases™ -02 -04 - - - - -0.6
Finland are able to make the payments stipulated in the approved restructuring programmes. The Trade payables and other debt -4.0 - - - - - -4.0
sufficiency of working capital present a material risk to the implementation of the restructuring Interest expenses on loans 01 00 00 00 0.0 _ ~0.2
programs, because the main customers supporti Componen?ta with shortgr—than—normal sales Other loans™ Z02 02 02 202 04 ~ 13
payment terms and because the Group companies undergoing restructuring do not have at the

Total -4.6 -0.7 -03 -0.3 -0.4 - -6.2

moment acccess to external financing.

The company believes that the restructuring process in Finland will make it possible to restore
operations to profitable level and develop them in the future. There still remains uncertainty over
the continuity of business operations such as Componenta Corporation and Componenta Castings
Oy are able to make the payments stipulated in the approved restructuring programmes.

The ongoing restructuring processes affect significantly the management of the refinancing and
liquidity risks. See more details in the paragraph 'Corporate restructuring proceedings' in the Ac-
counting Principles for the Consolidated Financial Statements.

At the end of the reporting period 31December 2019, Componenta's cash and cash equivalents

totalled EUR 4.5 (5.3) million. Additionally at the end of the financial period, Group had EUR 2.8
million of undrawn committed credit facilities.

Installments and interest payments on financial liabilities 2019

*) For lease agreements, repayments of the lease liability and interest expenses are used as a sufficient
approximation of actual rents paid. Only changes in interest rates cause a small difference in the actual cash
flow. The interest to be paid has been calculated with prevailing nominal interest rates. The actual interest
payments on variable interest contracts will, therefore, probably differ slightly from the figures presented in
the table.

**) Other loans in 2019 and 2018 are interest bearing restructuring liabilities under guarantee and a hire
purchase agreements.

The figures have not been discounted to correspond to their present values. The figures are valid
only on the closing date and the amount of interest on floating rate contracts may vary from actual
cash flows. The repayment table for financial liabilities is not meant to portray the Group's expect-
ed total cash flow.

Interest-bearing liabilities
MEUR

Non-current interest-bearing financial liabilities

31.12.2019 31.12.2018

Me 2020 2021 2022 2023 2024 2025+ Total Loans from financial institutions 1.9 -
Loans from financialinstitutons ~~ -1.1 -06 -06 -06 -02 0.0 -30 Lease liabilities 7.7 0.4
Lease liabilities 15 -14  -13  -12 12 -27 -9.3 Other loans* 0.7 11
Trade payables and other debt -44  -01 - - - - -4.5 Total 104 15
Interest expenses on loans -0.6 -05 -0.4 -0.3 -0.2 -0.2 -21
Other loans** -0.2 -0.2 -0.2 -0.3 0.0 0.0 -1.0 Current interest-bearing financial liabilities
Total -7.8 -2.8 -2.4 -23 -1.6 -2.8 -19.8 Loans from financial institutions 1.1 -
Lease liabilities 1.5 0.2
Other loans* 0.2 0.2
Total 2.8 0.5
Total interest-bearing liabilities 13.2 2.0

*) Other loans in 2018 and 2019 are interest bearing restructuring liabilities under guarantee and a hire purchase
agreements.
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Currency breakdown of interest-bearing financial liabilities The translation position is determined from the shareholders’ equity and retained earnings of
o 2019 2018 those foreign subsidiary and associated companies of the Group whose business currency is not
the euro. At the end of the financial period, the Group does not have the translation risk as the
Non-current EUR 100.0 44.8 business currency of all group companies is euro.
SEK - 55.2
Total 100.0 100.0 To hedge against changes in exchange rates, the Group uses foreign currency loans and deposits
and other natural hedging relationships. In addition, it can be used common derivative instruments
such as foreign currency forward contracts and options, for which pricing on the market is reliable.
Current EUR 100.0 281 Foreign currency derivatives mature in less than one year.
SEK - 71.9
Total 100.0 100.0 At the end of the reporting period, the Group does not have open currency position.
Cash flows are settled in the nominal currency of each liability agreement. The table below shows the sensitivity for price changes of the Group's open currency exposures
in the balance sheet, including the currency derivatives used for hedging (note 33) in both
Range of nominal and effective interest rates for interest-bearing financial liabilitie transaction and translation position. Impact of change in currency rate + / - shows in the first case
the effect on the income statement or the shareholder’s equity as currency depreciates 10%
2019 2019 2018 2018 against euro and in the second case as currency appreciates 10% against euro.
Nominal Effective Nominal Effective
% interest rates interestrates interestrates interestrates Open Open Estimate Impact of change
Loans from financial institutions 3.5-8.0 3.9-8.2 - - transaction  translation  onpotential in currency rate + / -
R Closing rate exposure exposure currencyrate Toincome
Lease "ab"'tles 1.2-68 1.2-68 25-26 31-60 31,2019 31.12.2019 MEUR MEUR change% statement  Toequity
Other loans 2.0-5.0 2.0-5.0 25-25 39-40 EUR/SEK 104468 ~ ~ 10 ~ ~
*) Other loans in 2018 and 2019 are interest bearing restructuring liabilities under guarantee and a hire purchase
agreements. Open Open Estimate Impact of change
. . transaction  translation  on potential in currency rate + / -
Foreign exchange risk Closingrate  exposure exposure currencyrate Toincome
The Group's foreign exchange risk is divided into transaction risk, which arises from income Dec 31,2018 31.12.2019 MEUR MEUR change% statement To equity
and expenses denominated in foreign currencies, and translation risk, which arises from equity EUR/SEK 10.2548 1.0 15.9 10 -01/01 -15/18
investments and related profit or loss denominated in foreign currencies. The transaction position
is calculated from the foreign currency denominated trade receivables and trade payablesin the Interest rate risk

balance sheet and initial exposures derived from the highly probable forecasted foreign curren-
cy cash flows. The highly probable period is defined normally within 1-6 months but the highly
probable period can be extended up to 12 months. These form the part of the transaction position
in which changes affect 'Operating profit'. The other part of transaction exposure includes items
where the impact of changes in exchange rates are recorded in the income statement in 'Financial
income and expenses' such as foreign currency cash in hand and at bank and the Group's internal
and external foreign currency loans and loan receivables.

The interest rate risk to which the cash flow is exposed arises mainly from the Group's loan por-
tfolio and lease agreements. The interest rate risk arises as changes in market interest rates and
in interest rate margins affect financial expenses and income. The interest rate risk is managed
by spreading the loan portfolio between fixed and floating interest rate loans and investments. In
addition, interest rate derivatives can be used.
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Income statement - financial expenses 27 Restructuring debts
31.12.2019 for 2020 31.12.2018 for 2019

Sensitivity Sensitivity
Forecast change in interest rate curve Forecast change ininterest rate curve

The implementation of the restructuring programmes progresses as planned. The payment
program in the Group will end in 2023. Interest-bearing restructuring debts are presented in note
Financial risks and instruments and they have been measured as Financial liabilities measured at

MEUR financial expenses +100bp financial expenses +100bp .
- amortised cost.
Interest-bearing
financial liabilities 0.0 0.0 0.0 0.0 MEUR Dec31,2019 Dec31,2018
) ) o o Current interest bearing liabilities 0.1 01

The forecast change in financial expenses shows the change in interest expenses if interest rates X -
actually follow the yield curve as priced by the market at the point of reference. The sensitivity analysis Non-current interest bearing liabilities 0.5 0.7
estimates the parallel rise in the interest rate curve at 1.0 percentage points. A positive change indicates ~ Current non-interest bearing liabilities 14 18
adecrease and a negative change anincrease in interest expenses. Non-current non-interest bearing liabilities 10.2 134
The assumption in the calculationis that loans that mature are refinanced with comparable instru- Total 12.3 16.0
ments. It is also assumed that no repayments are made, thus the calculations only take into account
the interest rate renewal risk regarding interest-bearing loans and their nominal interest rates. An
exception are the interest rate swaps where it is not assumed that the instruments will be rolled-over MEUR Dec31,2019 Dec31,2018
with similar instruments when they mature. As the interest rate risk on the asset side of the balance Componenta Corporation 7.5 7.8
sheet is not significant it has not been included to the interest rate risk sensitivity analysis. Componenta Castings Oy 4.7 5.7
Commodity risk Componenta Frammestad AB - 2.5
Group's commodity risk arises mainly from the price risk of the electricity and of the raw materials. Total 123 16.0
From the beginning of the year 2018 a considerable share of the electricity price has been fixed for
the n.ext 12 months forward. For the Group's bus.iness operationsitis ilmlperat.ive thatit can s.ource Repayment schedule for external restucturing debts
certain raw materials, such as recycled steel and iron blocks at competitive prices. The cost risk
associated with raw materials is primarily managed using pricing agreements, with which the prices

ated with raw materia’s Is primarily managec Using pricing agr W WIICRENE Prices — yruR 2020 2021 2022 2023 Total
of products are adjusted according to the prices of their raw materials. Group also has the availability .
risk of the raw materials which however has been decreased as the competition between suppliers Componenta Corporation 0.7 0.8 0.7 5.4 7.5
of major raw materials has been established, and it has been mainly moved from cash sale tonormal ~ Componenta Castings Oy 0.9 1.0 0.9 19 4.7
payment terms within the limits provided by the suppliers. Total 1.7 1.7 1.7 7.0% 12.3

Accounting principles

*) The last repayment amounts of Componenta Corporation and Componenta Castings Oy are bigger as it
is assumed that the income from sale of real estate properties unrelated to the core business are used

The Group's financial assets are initially classified in the following categories: assets measured at
amortised cost, at fair value through profit and loss or at fair value through other comprehensive

for the repayments at the end of the program and in addition, it is including the supplementary payment
obligation of EUR 3.2 million following the exclusion of loan guarantee of EUR 80 million.

income. When assessing the expected impairment for financial assets measured at amortised cost,

the expected credit losses are measured and recognised based on aging classification. Financial
liabilities are classified in the following categories: financial liabilities at fair value through profit and
loss and financial liabilities at amortised cost.

Loans are initially recognised at fair value and valued thereafter at amortised cost using the effective

interest rate method. Substantial transaction costs are taken into account when calculating the
acquisition cost.

Cash and cash equivalents include cash in hand and cash in bank accounts as well as short-term
bank deposits.

The Group does not have derivative financial instruments on which hedge accounting would be applied.
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28 Other current liabilities and accruals

MEUR Dec31,2019 Dec31,2018

Accounts payables 4.3 41

Restructuring debts 1.4 18

Accruals 5.9 5.7

VAT liabilities 0.6 0.1

Other liabilities 1.5 0.8

Total 13.6 12.6

Accrued expenses and deferred income

MEUR Dec31,2019 Dec31,2018

Personnel expenses 4.8 4.2

Other accruals 1.0 1.6

Total 5.9 5.7

29 Reconciliation of financial liabilities to cash flow statement

Componenta has prepared this reconciliation calculation, where the repayments of interest-bearing
and restructuring liabilities, which totalled EUR -5.5 million (EUR -3.5 million), are presented as cash
from financing activities in the cash flow statement. The non-current non-interest bearing liabilities in
the consolidated statement of financial position include EUR 10.2 million (EUR 13.4 million) restructur-
ing debts, which are presented in this reconciliation calculation.

Long-term Short-term Long term Short term

interest-bearing interest-bearing non-intrestbearing  non-intrest bearing
Me liabilities liabilities Total restructuring debt restructuring debt Total
Jan1,2019 15 0.5 2.0 134 1.8 15.2
Drawdowns - 11 11
Repayments* -2.0 -0.9 -2.9 -1.4 -1.4
Change in liabilities which does not include cash flow:
Change in restructuring liabilities -01 01 0.0 -3.2 1.0 -21
Ohter changes 11.0 2.0 13.0
Dec 31 10.4 2.8 13.2 10.2 14 11.6

*) Repayments of interest-bearing liabilities in 2019 include repayments of EUR 0.1 million of restructuring liabilities. The changes in liabilities which does not include cash flow include the additions in the balance sheet from the
loans of Componenta Manufacturing Oy and the deletion from the balance sheet of the loans of the discontinued operations of Componenta Frammestad AB.
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Long-term Short-term Long term Short term
interest-bearing interest-bearing non-intrest bearing non-intrest bearing

Me liabilities liabilities Total restructuring debt  restructuring debt Total
Jan1,2018 1.4 11 25 15.3 2.3 17.7
Drawdowns 0.4 01 0.5
Repayments* -0.2 -0.9 -1.0 -2.3 -2.3
Change in liabilities which does not include cash flow:
Change in restructuring liabilities -0.1 01 0.0 -2.0 1.8 -0.2
Ohter changes
3112 15 0.5 2.0 134 1.8 15.2
*) Repayments of interest bearing liabilities include EUR 0.6 million repayment of restructuring debt.
30 Lease liabilities
MEUR 1.1.2019 Items arising from leases in the consolidated income statement
Operating lease commitments disclosed on Dec 31,2018 0.6 MEUR Jan1-Dec 31,2019
Dicounted using the incremental borrowing rates on Jan 1, 2019 0.6 Depreciation from right-of use assets -0.6
Finance lease liabilities recognized on Dec 31, 2018 0.6 Interest expense from lease liabilities -0.2
Recognition exemption for: Expense from leases of low value assets -0.2

- short-term leases -0.2 Lease income from third parties 0.3

- leases of low value assets 0.0 Total -0.7
Lease liabilitieas recognised on Jan 1, 2019 1.0 ™ ohted fthe G ) alb ) te which iedon|

) T ) e weighted average of the Group's incremental borrowing rate, which was applied on lease
Finance lease liabilities recognized on Dec 31,2018 -0.6 liabilities was 5.5%.
Additional lease liabilities as a result of the initial application of IFRS 16 0.4
Finance lease liabilities under IAS 17

MEUR 2019 Componenta had on 31December 2018 finance lease agreements for machinery and buildings,

- which were capitalized in tangible assets. The capitalized cost on 31December 2018 was EUR 1.7
Carrying amount Jan 1 0.6 million. The depreciation was EUR 0.2 million and the aggregated lease payments were EUR 0.4
Additions from adoption of IFRS 16 0.4 million in 2018.IFRS 16 "Leases" standard was adopted as of 1january 2019.

Additions to lease liabilities 1.4
Disposals to lease liabilities -0.8 Accounting principles
Acquired subsidiaries 8.4 . . . .

Componenta assesses at inception of a contract whether a contract is, or contains, a lease. A cont-
Lease payments -0.7 ract is, or contains, a lease if the contract conveys the right to control the use of anidentified asset for
Carrying amount Dec 31 9.3 a period of time in exchange for consideration. The lease liabilities are recognized on the commence

The representation of current and non-current lease liabilities is presented in note 26.

date of the lease. The liabilities are measured on the commence date at the present value of the
remaining lease payments, discounted by using the lessee's incremental borrowing rent. Lease term
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is the period during which the lease can not be cancelled, extended with the period covered by an ex- Secured liabilities
tension option, if it is reasonably certain to exercise the extension option and period covered by a ter-

nsion opuion, i 115 y certain . >10M OpHon anc p y MEUR Dec31,2019 Dec31,2018
mination option, if it is reasonably certain to exercise the termination option. Management estimates — ' .
the lease term of leases valid until further notice and the measures of right-of-use assets and lease Liabilities secured with real estate or business mortgages
liabilities are recognized based on these estimates. Management updates its estimates quarterly. Interest-bearing restructuring debts 0.5 0.7

Loans from financial institutions 0.6 -

Lease payments are allocated between finance cost and decrease of liability. Lease liabilities are Total 1.2 0.7

remeasured if future lease payments change due to an index or a rate change or when the Group's
estimate of excercising a possible extension option has changed. If the lease liability is remeasured,
theright-of-use asset is recovered assumingly.

Componenta has decided to utilize the practical expedient permitted by the standard and does not
apply the standard on leases of low value assets, but instead recognizing the rents as an expense
over the lease term. Leases of low value assets mainly include IT and office equipment. Additional-
ly the Group recognizes leases that have alease term of 12 months or less as leases of low value
assets and applies a single discount rate to a portfolio of leases with reasonably similar characte-
ristics.

31 Contingent liabilities

32 Related party disclosures

Group companies (control) December 31,2019

Group shareof  Parent company
Company Domicile holding, % share of holding, %
Componenta Castings Oy Karkkila, Finland 100.0 100
Componenta Manufacturing Oy Jyvdskyld, Finland 100.0 100
Karkkilan Valimokiinteistd Oy Karkkila, Finland 100.0 -
Oy Hogfors-Ruukki Ab Karkkila, Finland 100.0 100
Pietarsaaren Vanha Valimo Oy Pietarsaari, Finland 100.0 -

MEUR Dec31,2019 Dec31,2018
Real-estate mortgages Fees, salaries and other benefits of the Board of Directors, President and CEO and other
For own debts 32 33 members of the Corporate Executive Team (CET)
Voluntary
Salaries, fees & pension Share-based
Business mortgages Jan 1- Dec 31,2019, EUR fringe benefits benefits payments Total
For own debts 10.0 = Board of Directors 150,000 - - 150,000
President and CEQ Harri Suutari
Pledges (until 30 Aug, 2019) 235,899 - - 235899
For own debts 7.8 - President and CEO Marko
Penttinen (as of 30 Aug, 2019) 81,011 - 27,031 108,041
Other leases 0.1 0.6 Other members of CET* 634,022 - 67,635 701,657
Total 1,100,932 - 94,666 1,195,598
Other commitments 0.2 0.8
Total 213 4.5

The comparability of lease commitments is affected by the adoption of IFRS 16-Leases on
1January 2019. Due to adoption of the standard, part of the operating lease commitments has
been recognized in the balance sheet.
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Voluntary 33 Events after end of period
Salaries, fees & pension Share-based Componenta Corporation announced on 10 February 2020, that The Board of Directors of

Jan 1- Dec 31,2018, EUR fringe benefits benefits payments Total
Board of Directors 125,000 - - 125,000
President and CEO Harri Suutari 260,330 - 1,086 261,416
Other members of CET* 462,432 - 2,734 465166
Total 847,762 - 3,820 851,582
*) Includes fees and salaries for members of CET of continued operations
Remuneration of the Board of Directors and executive management

Jan 1-Dec 31, Jan1-Dec 31,
Remuneration and fees, 1,000 EUR 2019 2018

President and CEO Harri Suutari (until 30 Aug, 2019) 236 261

President and CEO Marko Penttinen (as of 30 Aug, 2019) 108 -
Members of Board of Directors:

Harri Suutari 42 -
Petteri Walldén 33 50
Anne Leskeld 25 25
Asko Nevala 25 25
Harri Pynnd 25 -
OlliIsotalo - 25
Total, Board of Directors 150 125

The retirement age of the President and CEO is 63 years.

Other related party disclosures

Loan receivables from related parties at the end of the reporting period was totalling EUR 0.0 (0.0)
million.

Componenta Corporation has resolved to convert stock options 2018A that have been returned to
the company to stock options 2018B. The Board of Directors announced the issue of stock options
2018 on 12 November 2018. The Board of Directors has converted 416,250 stock options 2018A to
stock options 2018B. The number of stock options 2018A is now 2,013,750 in total, stock options
2018B 2,861,500 in total and stock options 2018C 2,445,250 in total.

The share subscription price for stock option 2018B is 0.128 euros per share, i.e. the trade
volume weighted average quotation of the share on Nasdaq Helsinki Ltd. during 14 October -

8 November 2019. The share subscription price of the stock option may be decreased by the
amount of the dividend and the amount of the distribution of assets resolved before the share
subscription. The share subscription price will be credited to the company's reserve for invested
unrestricted equity. The theoretical market value of one stock option 2018B is approximately
0.052 euros and the theoretical market value of stock options 2018B is approximately 150,000
euros in total. The theoretical market value of a stock option has been calculated by using the
Black & Scholes stock option pricing model with the following input factors: share price 0.114
euros, share subscription price 0.128 euros, risk free interest rate 0%, validity of stock options
approximately 4.8 years and volatility 59.94%.

Componenta Corporation announced on 27 February 2020, that The Corporate Executive Team

of Componenta will reduce from seven to five members, effective 1March 2020. The change aims
at cost efficient administration and clearer responsibilities in the management of Componenta
Corporation. In connection with this change, Pasi Mdkinen, currently Director, Material Services,

is appointed Componenta's Chief Operating Officer as of 1March 2020. Miikka Jdmsén, Director,
Sales and Marketing, currently member of Corporate Executive Team, will be reporting to COO Pasi
Madkinen in the new setup. Arto Pitkdmd, Director, Machining Services, will leave the company.

The composition of the Corporate Executive Team as of 1March 2020 will be: President and CEO
Marko Penttinen, General Counsel Mervilmmonen, CFO Marko Karppinen, COO Pasi Mdkinen, and
Director, Development Sami Sivuranta.

Componenta Corporation announced on 11March 2020, that the Board of Directors have appointed
M.Sc. (Eng.) Sami Sivuranta as the new President and CEO of Componenta. The appointment took
place immediately. Componenta's previous President and CEO, Marko Penttinen, will be available
during the transition period to carry out certain duties as determined by the President and CEO.
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Parent company income statement, balance sheet and cash flow statement (according to Finnish Accounting Standards)

Parent company income statement

Jan 1-Dec 31, Jan1-Dec 31,
TEUR Note 2019 2018
Net sales 1 3,224.7 3,5650.7
Other operating income 2 2.0 401.0
Operating expenses 3,5,6 -3,692.7 -2,904.3
Depreciation, amortization and write-down of 4 417 1598
non-current assets
Operating result -507.7 887.6
Financialincome and expenses in total 7 248.2 1247
Result after financial items -259.5 1,012.2
Appropriations - -
Result after appropriations -259.5 1,012.2
Income taxes - -
Result for the financial period -259.5 1,012.2

OTHER

INFORMATION
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Parent company balance sheet
Jan 1-Dec 31, Jan 1-Dec 31, Jan 1-Dec 31, Jan1-Dec 31,
TEUR Note 2019 2018 TEUR Note 2019 2018
Assets Liabilities and shareholders’ equity
Non-current assets Shareholders’ equity 12
Intangible assets 8 175.0 105.2 Share capital 1,000.0 1,000.0
Tangible assets 9 46.7 56.0 Unrestricted equity reserve 8,166.0 366.0
Investments 10 21,099.8 12442.7 Retained earnings 14,876.7 13,864.5
Non-current assets, total 21,3215 12,6039 Result for the financial period -259.5 1,012.2
Shareholders’ equity 23,783.2 16,242.7
Current assets
Non-current receivables 11 8,957.6 7,594.1 Liabilities
Current receivables 11 849.7 1,904.9
Cash and bank accounts 1,239.1 3,036.2 Non-current liabilities 13,14 6,878.8 7,549.7
Current assets, total 11,046.4 12,535.3 Current liabilities 13,14 1,705.9 1,346.9
Liabilities 8,584.7 8,896.6
Total assets 32,367.9 25139.2 Total liabilities and shareholders’ equity 32,367.9 25139.2
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Parent company cash flow statement
Jan 1-Dec 31, Jan 1-Dec 31, Jan 1-Dec 31, Jan 1-Dec 31,
TEUR 2019 2018 TEUR 2019 2018
Cash flow from operations Cash flow from investing activities
Result after financial items -259 1,012 Capital expenditure in tangible and intangible assets -102 -89
Depreciations according to plan 42 160 Proceeds from current and non-current assets - 765
Other income and expenses, non-cash items 782 Investments in shares of subsidiary companies -869 -
Financial income and expenses -248 -125 Loans receivables, decrease (+) / increase (-) -1,286 379
Cash flow before changes in working capital 316 1,047
Cash flow from investing activities (B) -2,256 1,054
Changes in working capital
Current non-interest bearing receivables increase (-)/ CASH FLOW FROM FINANCING ACTIVITIES
decrease (+) 279 -253 Draw-downs (+) and repayments (-) of current loans -14 0
Current non-interest bearing liabilities Draw-downs (+) and repayments (-) of non-current loans -671 0
increase (+)/decrease (-) 359 -567
Cash flow from financing activities (C) -685 0
Cash flow from operating activities before financial items
and taxes 954 227
Change inliquid assets (A + B +C) increase (+)/decrease (-) -1,797 1,537
Interest and payments paid from other financial
expenses of operations -3 - Cash and bank accounts at the beginning of the period 3,036 1,499
Dividends received from operations - 56 Cash and bank accounts at period end 1,239 3,036
Interest received from operations 193 199  Change during the period -1,797 1537
Cash flow before extraordinary items 1,144 483
Cash flow from operating activities (A) 1,144 483
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Componenta Corporation

Accounting principles for the financial statements

The financial statements for Componenta Corpora-
tion have been prepared in accordance with the laws
and regulations governing the preparation of the
financial statements in Finland. The Financial state-
ments have been prepared for the period between
January Tand December 31, 2019.

Corporate restructuring
proceedings and ability to
continue as a going concern

During 2016 the company implemented finan-

cial solutions described in the financial statements
for 2016 and the Group also sold non-core busi-
ness operations during 2016. Despite these meas-
ures the company'’s liquidity remained tight, and

as aresult of this weak liquidity the company was
no longer able to meet all its financial obligations
as they fell due. In consequence of this, on1Sep-
tember 2016 the company filed an application to
begin corporate restructuring proceedings. In Fin-
land the District Court of Helsinkiissued its decision
regarding the commencement of the restructuring

proceedings in respect of Componenta Corporation
on 30 September 2016. The District Court of Hel-
sinki confirmed the restructuring programme on 23
August 2017.

At the end of the reporting period Componenta Cor-
poration’s restructuring debts were EUR 8.2 million,
which are at the same time unsecured debts. EUR
0.4 million of these debts are to group companies
and EUR 7.8 million are to third parties. The unse-
cured debts of Componenta Corporation were cut
by 94% and the debts with lowest priority were cut
in their entirety in the restructuring programmes.
The payment programme for unsecured debts will
commence in May 2019 and end in November 2023.

The financial statements for the financial year 2019
have been prepared on the going concern basis

and it is assumed that Componenta Corporation
can, during the foreseeable future, realize its assets
and pay back its liabilities as part of normal opera-
tions within the framework of the restructuring pro-
grammes. When assessing the ability to continue as

a going concern, Componenta Corporation’'s man-
agement has considered the uncertainties and

risks related to the confirmed restructuring pro-
grammes, available funding sources and the cash
flow estimates for the next 12 months of the com-
panies under restructuring proceedings. The com-
pany's' liquidity and financial performance as well

as the success of the restructuring programme and
financing transactions are affected by the material
uncertainty, which the management has considered
when assessing the company's ability to continue as
a going concern. It is important that the subsidiary’'s
restructuring programme is successful, because the
main sources of income for Componenta Corpora-
tion consist of Trade mark license fee and manage-
ment fee charges from its subsidiaries. It is possible
that the restructuring programmes are unsuccess-
ful, and the Company will have to file for bankruptcy.

The content and implementation of restructuring
programme is presented in more detail in the con-
solidated financial statement.
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Foreign currency transactions statement. The fair values of foreign exchange Income taxes

Business transactions in foreign currencies are
recognized at the exchange rate on the date of the
transaction. Receivables and liabilities in foreign
currency are translated into euros at the European
Central Bank's average exchange rate on the
balance sheet date. Exchange differences arising
from translation are recognized in profit or loss
under adjustments to sales or purchases or under
financial items, depending on their nature.

Derivatives

The fair value of forward rate agreements is the
profit or loss calculated at market prices on the
closing date that would result from terminating the
agreements. The fair value of interest rate options
is estimated using commonly used option pricing
models. The fair value of interest rate swaps is
calculated by estimating and discounting future cash
flows at market interest rates on the closing date.
Forward foreigh exchange contracts and foreign
exchange swaps are valued at quoted forward
exchange rates on the closing date and are divided
into the fair value of the exchange rate difference
and the fair value of the interest rate difference.

Positive and negative fair values for exchange
rate differences for foreign exchange derivatives
are recoghized on the closing date in the income

derivatives presented in the notes also include the
fair values of interest rate differences. Due to the
missing limits the company had no open derivative
contracts at the end of the reporting period.

Revenue recognition

The main sources of income for Componenta
Corporations are Trade Mark License Fee- and
Service Fee- charges from its subsidiaries. Sales of
services are recognized as sales when the services
have been rendered or when the work is being
carried out.

Pensions

Statutory pension contributions for personnel are
handled by external pension insurance companies
and there are no uncovered pension liabilities.
Pension insurance payments are allocated so that
they correspond to the performance-based pay
stated in the financial statements.

Leases

Leasing payments are treated as rental expenses.
Liabilities falling due for payment in the future are
presented under contingent liabilities in the notes to
the balance sheet.

Taxes include taxes for the fiscal year calculated on
the actual figures as well as taxes due for payment
or refund from previous fiscal years that differ from
the calculated taxes. Deferred tax assets have not
been recorded for losses.

Non-current assets and depreciation

Intangible and tangible assets are recorded in the
balance sheet at their historical cost less planned
depreciation. Planned depreciation is calculated on
a straight-line basis on the historical cost based on
the probable useful life.

Intangible rights 3-10years
Other long-term expenditure 3-10 years
IT equipment 3-10 years
Other machinery and equipment 0-25years
Other tangible assets 5-10 years

Capital expenditure on non-current assets are
measured at cost, or fair value in case the fair value
is less than cost. Capital expenditure on non-current
assets include shares in subsidiaries and other
shares and investments.
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Valuation principles for investments
in subsidiaries and receivables from
subsidiaries

The Finnish subsidiary Componenta Castings Oy
filed for corporate restructuring in accordance with
local restructuring proceedings in 2016. Significant
uncertainty relates to the cash generating ability
of the subsidiary of Componenta Corporation and
to its ability to pay their debts and, in accordance
with the prudence concept, a reductionin value as
prescribed in article 13 of chapter 5 of the Finnish
Accounting Act has been applied to investments in
this company and to receivables from it.

Cash and cash equivalents

Cash and cash equivalents include cash in-hand
and bank account balances.

Share-based payments

Componenta has two share-based incentive

plans for the Corporate Executive Team and the
company key employees, a Stock Option Plan and
a Restricted Share Plan. Pursuant to the share
ownership plans, the reward to the management
will be settled as a combination of shares and cash
when the criteria set in the terms and conditions
for the plan are met. The key employee's valid
employment or service and the continuation of
work during the vesting period are key conditions.

The reward from the Restricted Share Plan will be
based on the key employee’s valid employment
or service and the continuation of work during
the vesting period. The rewards to be paid based
on the incentive plan correspond to the value of
shares including also the proportion to be paid in

cash. At each statement of financial position date,
the company revises its estimates of the number
of shares, of the share-based incentive plan, that
are expected to be distributed. The expense will be
recoghized over the vesting period. This estimate
will be revised at each consolidated statement

of financial position date and the impact of the
revision of original estimates will be recognized in
the statement of income.
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Notes to the income statement
1 Net sales by market area 4 Depreciations and write-downs
Jan 1-Dec 31, Jan1-Dec 31, Jan1-Dec 31, Jan 1-Dec 31,
TEUR 2019 2018 TEUR 2019 2018
Finland 2,081.0 1,771.0 Intangible assets
Other Nordic countries 1,143.7 1,723.0 Other long-term expenditure -31,4 -146,5
Central Europe - 0.0 Tangible assets
Other countries - 8.8 Machinery and equipment -10,2 -13,3
Net sales total - 47.9 Other tangible assets - 0,0
Yhteensd 3,224.7 3,550.7 Total depreciation and write-downs -41,7 -159,8
2 Other operating income 5 Other operating expenses
Jan 1-Dec 31, Jan 1-Dec 31, Jan1-Dec 31, Jan1-Dec 31,
TEUR 2019 2018 TEUR 2019 2018
Rentalincome - 2778 Rents -102,5 -2655
Sales gains of fixed assets - 40,3 Other operating expenses -1745,4 -1607,7
Other operating income 2,0 83,0 Other operating expenses total -1847,9 -1873,2
Other operating income total 2,0 401,0
6 Audit fees
3 Personnel expenses Jan1-Dec31,  Jan1-Dec31,
Jan1-Dec31,  Jan1-Dec31,  TEUR 2019 2018
TEUR 2019 2018 Audit fees -97,0 -921
Salaries and fees -1620,3 -962,6 Other fees -238,0 -32,5
Pension costs -200,0 -58,2 Total fees paid to auditors -335,0 -124.6
Other personnel costs -24,5 -10,4
Total -184438 -10311
Salaries and other remuneration of the Corporate
Executive Team -853,3 -516,1
Fringe benefits of the Corporate Executive Team -51 -0,4
Additional pension agreements, see the consolidated financial statements.
Average number of personnel 13 12
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7 Financial income and expenses
Jan 1-Dec 31, Jan 1-Dec 31,
TEUR 2019 2018
Income from other investments held as non-current assets
From group companies - 65.8
Total 0.0 65.8
Interest and other finance income
Group companies 248.9 198.3
Others 0.5 218.9
Total 2494 417.2
Interest and other finance expenses
Group companies 0.0 0.0
Others -1.2 -355.8
Total -1.2 -355.8
Write-downs on investments of non-current assets 0.0 -25
Financial income and expenses, total 248.2 1247
Financial income and expenses include exchange gains/losses (net)
Group companies - -12.7
Others -0.7 1.3
Total -0.7 -11.4

NOTES TO THE
CONSOLIDATED INCOME
STATEMENT

PARENT COMPANY
FINANCIAL
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Notes to the balance sheet

Non-current assets

8 Intangible assets 9 Tangible assets
TEUR 2019 2018 TEUR 2019 2018
Other long-term expenditure Machinery and equipment
Acquisition cost at Jan1 5,088.0 5,009.7 Acquisition cost at Jan 1 1,013.0 1,001.9
Additions 22.2 783 Additions 1.0 111
Acquisition cost at Dec 31 5,110.2 5,088.0 Acquisition cost at Dec 31 1,014.0 1,013.0
Accumulated planned amortization at Jan 1 -4,982.8 -4,836.4 Accumulated planned depreciation at Jan 1 -973.0 -959.7
Amortization during the period -31.4 -146.5 Depreciation during the period -10.2 -13.3
Accumulated amortization at Dec 31 -5,014.3 -4,982.8 Accumulated depreciation at Dec 31 -983.3 -973.0
Book value at Dec 31 96.0 105.2 Book value at Dec 31 30.7 39.9

Book value of production machinery and equipment at Dec 31
Advance payments and assets under construction vall product nery auip

Ach|S|tl|c.>n cost atJan1 0.0 0.0 Other tangible assets
Additions 79.0 0.0 Acquisition cost at Jan 1 86.0 86.0
Acquisition cost at Dec 31 79.0 0.0 Disposals 0.0 0.0
Acquisition cost at Dec 31 86.0 86.0

TOTAL INTANGIBLE ASSETS 175.0 105.2

Accumulated planned depreciation at Jan 1 -70.0 -70.0
Depreciation during the period 0.0 0.0
Accumulated depreciation at Dec 31 -70.0 -70.0
Book value at Dec 31 16.0 16.0
TOTAL TANGIBLE ASSETS 46.7 55.9
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10 Investments
TEUR 2019 2018
Shares in group companies
Acquisition cost at Jan1 337,338.0 338,187.3
Additions 8,657.0 0.0
Disposals 0.0 -849.3
Acquisition cost at Dec 31 345,995.0 337,338.0
Accumulated write-downs at Jan 1 -324,895.3 -324,892.7
Write-downs during the period -2.6
Accumulated write-downs at Dec 31 -324,895.3 -324,895.3
Book value at Dec 31 21,099.7 12,442.7
Other shares
Acquisition cost on Jan1 0.0 4.2
Additions 0.0 0.0
Write-downs during the period 0.0 -4.2
Acquisition cost on Dec 31 0.0 0.0
Accumulated write-downs at Jan 1 0.0 0.0
Accumulated write-downs at Dec 31 0.0 0.0
Book value at Dec 31 0.0 0.0
Capital note investments in group companies
Acquisition cost at Jan 1 0.0 47.1
Additions 0.0 0.0
Write-downs during the period 0.0 -47.1
Acquisition cost at Dec 31 0.0 0.0
INVESTMENTS TOTAL 21,099.8 12,442.7
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CURRENT ASSETS
11 Receivables
TEUR Dec 31,2019 Dec 31,2018 TEUR Dec 31,2019 Dec 31,2018
Non-current receivables Prepayments and accrued income
Loan receivables from group companies 5,387.4 7,594.1 Interest receivables 99,2 90,3
Restructuring receivables form group companies 3,570.3 0.0 Insurance payments 20,7 437
Others 75,8 42,2
Total non-current receivables 8,957.6 7,594.1 Total 195,6 176,2
Current receivables
Receivables from group companies
Trade receivables 448.0 1,456.3
Loan receivables 117.6 13
Other receivables 126.2
Prepayments and accrued income 99.2 97.6
Total 664.9 1,681.3
Receivables from
Trade receivables 66.8 37.2
Loan receivables 5.0 8.6
Other receivables 16.6 99.2
Prepayments and accrued income 96.4 78.6
Total 184.8 2237
Total current receivables 849.7 1,904.9
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12 Shareholders’ equity
Share Unrestricted Result for the
Dec 31,2019, TEUR Share capital premium reserve Reserve fund equity reserve Retained earnings financial period Total
Shareholders’ equity Jan 1 1,000.0 0.0 0.0 366.0 13,864.5 1,012.2 16,242.7
Directed share issue 7,800.0 7,800.0
Reclassifications 1,012.2 -1,012.2 0.0
Result for the financial period -259.5 -259.5
Shareholders’ equity Dec 31 1,000.0 0.0 0.0 8,166.0 14,876.7 -259.5 23,783.2
Share Unrestricted Result for the
Dec 31,2018, TEUR Share capital premium reserve Reserve fund equity reserve  Retained earnings financial period Total
Shareholders’ equity Jan 1 1,000.0 0.0 0.0 366.0 -102,731.4 116,595.8 15,230.5
Reclassifications 116,595.8 -116,595.8 0.0
Result for the financial period 1,012.2 1,012.2
Shareholders’ equity Dec 31 1,000.0 0.0 0.0 366.0 13,864.5 1,012.2 16,242.7
Calculation of distributable equity
TEUR Dec 31,2019 Dec 31,2018
Retained earnings 14,876.7 13,864.5
Unrestricted equity reserve 8,166,0 366.0
Result for the financial period -259.5 1,012.2
Total 22,783.2 15,2427
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13 Liabilities
Te Dec 31,2019 Dec 31,2018 Te Dec 31,2019 Dec 31,2018
Non-interest bearing liabilities 8,584.7 8,864.6 Accrued expenses and deferred income
Total 8,584.7 8,864.6 Annual salaries with social security 201.3 177.2
Accrued salaries with social security 3115 35.6
Non-current liabilities Pensions 26.3 205
Liabilities to group companies 11.7 361.1 Parent company’s liability .tow'ards National
- — Emergency Supply Organisation - 1165
Other norll-current |ntrleres.t frfe'e.habmtles 6,867.2 7,188.6 Others 225 200
Non-current interest bearing liabilities total 6,878.8 7,549.7 Total 5617 4199
Non-current liabilities fall due as follows Total labilities 8.584.7 88966
Not later than one year 0.0 0.0
Later than one year but not later than five years 6,878.8 7,549.7
Later than five years - 00 14 Restructuring debt included in the balance sheet
Total 6,878.8 7,549.7 TEUR Dec 31,2019 Dec 31,2018
Non-current non-interest bearing liabilities
Liabilities to group companies Loans to group companies 9.1 354.0
Trade payables 1.2 1.8 Loans to third parties 6,729.4 7,023.7
Accrued expenses and deferred income - 0.0 Trade payables to group companies 25 71
Total 1.2 1.8 Trade payables to third parties 137.8 164.9
Total 6,878.8 7,549.7
Liabilities to others
Trade payables 290.5 157.7 Current non-interest bearing liabilities
Other current liabilities 8525 767.5 Trade payables to group companies 0.5 1.2
Accrued expenses and deferred income 561.7 419.9 Trade payables to third party 27.1 27.2
Total 1,704.7 1,345.0 Loans to group companies 2.0 501
Other liabilities to third party 641.3 583.3
Current non-interest bearing liabilities total 1,705.9 1,346.9 Total 670.8 670.8
Current liabilities total 1,705.9 1,346.9 Restructuring debt total 7,549.7 8,220.5
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15 Secured liabilities, contingent liabilities and other commitments

TEUR Dec 31,2019 Dec 31,2018

Plegdes

On behalf of group companies 7,800.0 -
Total 7,800.0 -
Guarantees

On behalf of group companies 18.0 18.0
Total 18.0 18.0
Other commitments
Future payments of the lease liabilities

Not later than one year 57.3 59.0

Later than one year 116.0 19.1
Total 173.3 781
Other commitments on behalf of group companies 1715 341.0
Other commitments - 3421

Commitments indicate the maximum amount of the quarantees related to accounts payables.

Guarantee used can fall below the maximum liability amount.

Deferred tax assets and liabilities not recorded in the statement of the financial

position

Unutilized tax losses for which the company has not recorded any deferred tax assets
totalled EUR 90,578,249,128 (EUR 80,929,806,27). The related deferred tax receivables of

these losses are EUR 18,115,649.82 (EUR 16,185,961.26).
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Signatures for the financial statement and board of directors’ report

Helsinki, March 16, 2020

Harri Suutari Anne Leskeld Asko Nevala
Chairman of the Board Vice Chairman of the Board Member of the Board
Petteri Walldén Harri Pynna Sami Sivuranta
Member of the Board Member of the Board CEO

The auditor’s note

Our auditor’s report has beenissued today.

Helsinki, March 17,2020

PricewaterhouseCoopers Oy
Authorised Public Accountants

Samuli Perdla
Authorised Public Accountant
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Auditor’s Report

(Translation of the Finnish Original)

To the Annual General Meeting of Componenta Oyj

Report on the Audit of the Financial Statements
Opinion
In our opinion

e the consolidated financial statements give a true and fair view of the group’s
financial position and financial performance and cash flows in accordance
with International Financial Reporting Standards (IFRS) as adopted by the EU

e the financial statements give a true and fair view of the parent company's
financial performance and financial position in accordance with the laws and
regulations governing the preparation of the financial statements in Finland
and comply with statutory requirements.

Our opinion is consistent with the additional report to the Board of Directors.

What we have audited

We have audited the financial statements of Componenta Qyj (business iden-
tity code 1635451-6) for the year ended 31December 2019. The financial state-
ments comprise:

e the consolidated statement of financial position, income statement, state-
ment of comprehensive income, statement of changes in shareholders’
equity, cash flow statement and notes, including a summary of significant
accounting policies

e the parent company’s balance sheet, income statement, cash flow statement
and notes.

Basis for Opinion

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

We believe that the audit evidence we have obtained is sufficient and appropri-
ate to provide a basis for our opinion.

Independence

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

To the best of our knowledge and belief, the non-audit services that we have
provided to the parent company and to the group companies are in accord-
ance with the applicable law and regulations in Finland and we have not provided
non-audit services that are prohibited under Article 5(1) of Regulation (EU) No
537/2014. The non-audit services that we have provided are disclosed in note 5
to the Financial Statements.
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Material uncertainties related to going concern Our Audit Approach
Overview

We draw attention to the accounting principles of the consolidated finan-

cial statements and of the financial statements of the parent company, which
describe the status and progress of the corporate restructuring proceedings of
the group companies and their ability to continue as a going concern.

The Board of Directors and Management of Componenta Group have assessed
the company'’s ability to continue as going concern taking into consideration

the company'’s liquidity situation and the impact of the restructuring proceed-
ings to the financial position and cash flows of the group and group companies.
The Board of Directors and Management assessed that the liquidity situation,
the financial performance of the group companies as well as the success of the
restructuring programmes and the financing transactions are affected by signif-
icant uncertainty factors. The Board of Directors and Management conclude that
the cash flow forecasts and financing of group companies under restructuring

programs include significant estimates and assumptions as well as uncertainties.

Significant estimates and assumptions and uncertainties related to the ability
to continue as a going concern are described in the accounting principles of the
consolidated financial statements.

The Board of Directors and Management consider that the company can, within
the foreseeable future, realize its assets and pay back its liabilities as part of
normal business operations within the framework of the restructuring pro-
grammes. As such, the Board of Directors and Management believe that going
concern basis of presentation in the consolidated and parent company financial
statements is appropriate. In our opinion, the success of the restructuring pro-
grammes as well as the outcome of the cash flow forecasts are such uncertain-
ties that may cast significant doubt on the Componenta Group's and its subsidi-
aries’ ability to continue as a going concern.

Our opinion is not qualified in respect of this matter.

« Overall group materiality: € 500 000 euros

« Audit scope: The group audit scope has included the parent company and

Materiality its subsidiaries in Finland.

Key Audit Matters in the audit of the financial statements in the current
period

Group
scoping

« Timing of revenue recognition

« Valuation of assets taking into consideration the corporate restructuring

Key audit proceedings and reorganisation of the business operations

matters

« Accounting treatment of changes in group structure

« The effect of the corporate restructuring proceedings and reorganising of
the business operations to the parent company'’s financial statements

As part of designing our audit, we determined materiality and assessed the
risks of material misstatement in the financial statements. In particular, we
considered where management made subjective judgements; for example, in

respect of significant accounting estimates that involved making assumptions and

considering future events that are inherently uncertain.

Materiality

The scope of our audit was influenced by our application of materiality. An audit
is designed to obtain reasonable assurance whether the financial statements are
free from material misstatement. Misstatements may arise due to fraud or error.
They are considered material if individually or in aggregate, they could reasona-

bly be expected to influence the economic decisions of users taken on the basis of

the financial statements.

Based on our professional judgement, we determined certain quantitative thresh-
olds for materiality, including the overall group materiality for the consolidated
financial statements as set out in the table below. These, together with qualitative
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considerations, helped us to determine the scope of our audit and the nature,
timing and extent of our audit procedures and to evaluate the effect of misstate-
ments on the financial statements as a whole.

In addition to matter described in paragraph above “Material uncertainties related
to going concern” we have concluded that the matters listed below are key audit

Overall group materiality 500 000 euros (previous year 1200 000 euros)

How we determined it Overall group materiality is determined as a percentage of the

group's FY2019 net sales.

We chose net sales as the benchmark because, in our view, it
is the appropriate benchmark, which the users of the financial
statements regularly use to evaluate the performance of the

Rationale for the materiality
benchmark applied

group.

How we tailored our group audit scope

We tailored the scope of our audit, taking into account the structure of the group,
the accounting processes and controls, and the industry in which the group
operates. The scope included the parent company and its subsidiaries in Finland.
We have predefined the audit focus areas of financial information to each group
component.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of
most significance in our audit of the financial statements of the current period.
These matters were addressed in the context of our audit of the financial state-
ments as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.

As in all of our audits, we also addressed the risk of management override of
internal controls, including among other matters consideration of whether there
was evidence of bias that represented a risk of material misstatement due to
fraud.

matters.

Key audit matter in the audit of the group

Timing of revenue recognition
Refer to Note 1of the consolidated financial
statements

Componenta's revenue consist of sale of
goods and services. The main sales products
are non-machined, machined and painted iron
cast components. Additionally the company
sells machining services for its clients own
products. Revenue from products and ser-
vices sold to customers is mainly recognized
when disposed, that is the moment when the
customer assumes control of the goods. Small
part of the revenue from machining services is
recognized over time and the degree of fulfill-
ment is based on the proportion of actual and
estimated total costs.

The timing of revenue recognition has been
considered a key audit matter in the auditing
of the consolidated financial statements due
to the significance of revenue to the financial
statements.

How our audit addressed the key audit matter

Our audit procedures included for example the

following procedures:

— Evaluation of internal control activities over
revenue recognition and testing of key
controls.

— Analysis of significant sales contracts to test
correct accounting treatment.

— Testing timeliness of revenue recognition by
comparing individual sales transactions to
delivery documents and by checking signifi-
cant credit notes issued after year-end.

— Analysis of revenue transactions using data
analysis techniques.

— Testing of accounts receivables by reques-
ting confirmations from the company's
customers and by reconciling cash payments
received after the year-end against the ac-
counts receivable balances at the year-end.

84



CONTENTS CEO’S REVIEW

Key audit matter in the audit of the group How our audit addressed the key audit matter

Valuation of assets taking into consideration
the corporate restructuring proceedings and
reorganisation of the business operations
Refer to accounting principles and Note 3 of
the consolidated financial statements

The Componenta Group's parent compa-

ny Componenta Corporation and its Finnish
subsidiary Componenta Castings Oy are under
corporate restructuring programmes. The
uncertainties described in section “Material
uncertainties related to going concern” cast
significant doubt on the group's ability to conti-
nue as a going concern.

The Board of Directors and Management have
used significant judgment in assessing the
effect of above mentioned matters in valuati-
on of assets. For this reason the valuation of
assets taking into consideration the corporate
restructuring proceedings and reorganising of
the business operations are considered a key
audit matter in the group audit.
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Our audit procedures included for example the

following procedures:

— We updated our perception of the contents
of the corporate restructuring proceedings
and progress.

— We discussed with the management and
examined the matters discussed by the
board of directors related to reorganization
of the business operations.

— We assessed cash flow analysis prepared
by management and reviewed by the board
of directors used as a basis of valuation of
assets.

— We assessed the management’s estimates
related to valuation of properties.

Key audit matter in the audit of the parent
company

Accounting treatment of changes in group
structure

Refer to the accounting principles of the
consolidated financial statements and Notes 2
and 3 of the consolidated financial statements

Componenta Oyj's subsidiary Componeta
Frammestad Ab filed for bankruptcy in Sep-
tember 2019. Componenta Frdammestad Abis
classified as discontinued operation in conso-
lidated financial statements. Consolidation of
Componenta Frammestad Ab was disconti-
nued on 25 September 2019 and Componenta
Frdmmestad's net profit for FY 2019, effect
of deconsolidation and other items related to
bankcruptcy of Componenta Frammestad Ab
areincluded in the net result of discontiued
operations.

Componenta Oyj completed the purchase of
all shares of Komas Oy (later Componenta
Manufacturing Oy) on 30 August 2019. The
purchase price consisted of 60 million new
shares issued by Componenta. In consolidated
accounts the purchase price has been allo-
cated to purchased assets and liabilities in line
with their fair value at the time of acquisition.
Goodwill identified on acquisition was EUR 3.2
million.

Accounting treatment of the changes in
group structure has significant effect on
financial statements and management have
used significant judgement in assessing the
correct accounting method. For this reason
the accounting treatment of changes in group
structure are considered a key audit matter in
the group audit.

PARENT COMPANY
FINANCIAL OTHER
STATEMENTS INFORMATION

How our audit addressed
the key audit matter

Our audit procedures included for example the

following procedures:

— We updated our understanding of group
accounting priciples related to business ac-
quisitions and discontinued operations.

— We analysed the reasoning behind the clas-
sification of Componenta Frammestad Ab as
discontinued operations and audited calcula-
tions related to presentation of discontinued
operations

— We evaluated the accounting principles app-
lied in acquisition of Komas Oy and valuation
of assets and liabilities.

— We evaluated the completeness and ac-
curacy of information related to business
acquisitions and discontinued operations
disclosed in notes to the Financial statement
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Key audit matter in the audit of
the parent company

The effect of the corporate restructuring
proceedings and reorganising of the business
operations to the parent company’s financial
statements

Refer to the accounting principles of the con-
solidated financial statements and the parent
company’s financial statements

The Componenta Corporation’s Finnish
subsidiary Componenta Castings Oy is under
corporate restructuring programmes.

The assets on Componenta Corporation's
balance sheet consist to a large extent of
subsidiary shares and loan receivables from
subsidiaries. Management have used signifi-
cant judgment in assessing the valuation of
subsidiary shares and loan receivables. When
making the assessment the Management
have considered among other things the effect
of the parent company's and subsidiaries’
restructuring proceedings and their ability to
continue as a going concern.

The Management have used significant judg-
ment and estimations of future development
in assessing the effect of above mentioned
matters in Componenta Corporations finan-
cial statements. For this reason this matter is
considered a key audit matters in the audit of
the parent company.

How our audit addressed
the key audit matter

Our audit procedures included for example the

following procedures:

— We have updated our perception of the
contents of the corporate restructuring
proceedings and progress.

— We read the analyses of alternative outco-
mes of restructuring programs and reorga-
nisations of business prepared by manage-

ment and approved by the board of directors.

— We assessed cash flow analysis prepared by
management used as a basis of valuation of
certain assets.

— We assessed the management's estimates
related to valuation of properties.

We have not identified significant risks of material misstatement referred to in Article 10(2¢)
of Regulation (EU) No 537/2014 with respect to the consolidated financial statements or the

parent company financial statements.

Responsibilities of the Board of Directors and the
Managing Director for the Financial Statements

The Board of Directors and the Managing Director are responsible for the prepa-
ration of consolidated financial statements that give a true and fair view in
accordance with International Financial Reporting Standards (IFRS) as adopted
by the EU, and of financial statements that give a true and fair view in accord-
ance with the laws and regulations governing the preparation of financial state-
ments in Finland and comply with statutory requirements. The Board of Directors
and the Managing Director are also responsible for such internal control as they
determine is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Board of Directors and the Manag-
ing Director are responsible for assessing the parent company’s and the group's
ability to continue as a going concern, disclosing, as applicable, matters relat-
ing to going concern and using the going concern basis of accounting. The finan-
cial statements are prepared using the going concern basis of accounting unless
there is an intention to liquidate the parent company or the group or to cease
operations, or there is no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit
of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the finan-

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

e |dentify and assess the risks of material misstatement of the financial state-
ments, whether due to fraud or error, design and perform audit proce-
dures responsive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, mis-
representations, or the override of internal control.

e (btain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the parent
company's or the group's internal control.

e Evaluate the appropriateness of accounting policies used and the rea-
sonableness of accounting estimates and related disclosures made by
management.

® (Conclude on the appropriateness of the Board of Directors' and the Man-
aging Director's use of the going concern basis of accounting and based on
the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the parent compa-
ny's or the group's ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclo-
sures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the parent company or the group to
cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial state-
ments, including the disclosures, and whether the financial statements repre-
sent the underlying transactions and events so that the financial statements
give a true and fair view.

e Obtain sufficient appropriate audit evidence regarding the financial infor-
mation of the entities or business activities within the group to express an
opinion on the consolidated financial statements. We are responsible for the
direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

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

We also provide those charged with governance with a statement that we have
complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reason-
ably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we
determine those matters that were of most significance in the audit of the
financial statements of the current period and are therefore the key audit mat-
ters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circum-
stances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication.
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Other Reporting Requirements

Appointment In our opinion

We were first appointed as auditors by the annual general meeting on e theinformationin the report of the Board of Directors is consistent with the
28 February 2011. information in the financial statements

Other Information e thereport of the Board of Directors has been prepared in accordance with the

applicable laws and regulations.
The Board of Directors and the Managing Director are responsible for the other

information. The other information comprises the report of the Board of Direc- If, based on the work we have performed, we conclude that there is a material
tors and the information included in the Annual Review, but does not include the misstatement of the other information, we are required to report that fact. We
financial statements and our auditor's report thereon. have nothing to report in this regard.

Our opinion on the financial statements does not cover the other information. Helsinki 17 March 2020

In connection with our audit of the financial statements, our responsibility is to

read the other information and, in doing so, consider whether the other infor- PricewaterhouseCoopers Oy

mation is materially inconsistent with the financial statements or our know!- Authorised Public Accountants

edge obtained in the audit, or otherwise appears to be materially misstated. With

respect to the report of the Board of Directors, our responsibility also includes

considering whether the report of the Board of Directors has been preparedin Samuli Perala

accordance with the applicable laws and regulations. Authorised Public Accountant (KHT)
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Information for shareholders

Annual General Meeting

The Annual General Meeting of Shareholders of
Componenta Corporation will be held at Vantaa,
Teknobulevardi 7 in meeting room Akropolis on
Thursday 16 April 2020 at 9.00 EET. Notice of the
annual general meeting has been publishedin a
separate stock exchange release.

Right to participate

Shareholders who are registered on the record date
for the Annual General Meeting (AGM), 2 April 2020,
in the company's shareholder register maintained by
Euroclear Finland Oy are entitled to participate in the
AGM.

Notice of attendance

Shareholders registered in the shareholder register
who wish to participate in the AGM shall give notice
of their attendance by 16.00 EET on 13 April 2020
(nominee registered shares by 10.00 EET

on 9 April 2020), either on the internet at
https://www.componenta.com/investors/
corporate-governance/general-meeting/
agm-2020/, by email to ir.componenta@
componenta.com, by phone on weekdays between

9amto 4 pmto +35810 403 2202, or in writing to
Componenta Corporation / Pia Juntunen, Tekno-
bulevardi 7, FI-01530 Vantaa, Finland. Letters or mes-
sages with notice of attendance must arrive before
the close of the period for giving notice.

Dividend and dividend policy

The Board of Directors proposes to the AGM that
no dividend will be distributed for the fiscal year
1January - 31December 2019.

Financial information

Business Review January - March 2020,
on Friday 8 May 2020

Half-Year Financial Report January - June 2020,
on Friday 24 July 2020

Business Review January - September 2020,
on Friday 6 November 2020

All publications and releases are available on Compo-
nenta's website immediately after publication.

Our Annual Review 2019 is available on www.com-
ponenta.com. Previous annual reports, sustainability

reports and interim reports are also available on the
company website. You can order a print version of a
publication by email from ir.componenta@compo-
nenta.com.

On the company website, you can subscribe to
receive Componenta's published releases to your
email.

All Componenta's financial publications are in Finnish
and English.

Investor relations and contact details

Our goalis to provide comprehensive informa-
tion about Componenta, its business environment
and financial standing in support of investment
decisions.

Before publishing the financial statements releases
and interim reports we observe a 30 day silent
period. During that time we will not hold meet-
ings with investors or comment on financial
performance.

Investors and shareholders can contact Compo-
nenta via email: ir.componenta@componenta.com.
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