








CONT. NOTE 25 EmpLOVEE BENEFITS

FINANCIAL INFORMATION

Historical information

[l Group

MSEK 2008 2007 2006 2005 2004
Present value of defined benefit commitments -362 -322 -305 -316 -250
Fair value of plan assets 270 309 319 311 236
Surplus/deficit in plan -92 -13 14 -5 -14

Parent Company’s pension commitments

Defined benefit plans

The commitments for retirement pensions for the majority of salaried em-
ployees in Sweden are assured through provisions to a PRI liability. These
funds are assured through transfer to pension funds. Other salaried em-
ployees have chosen alternative defined contribution pension solutions.

Defined contribution plans

In Sweden, the group’s defined contribution pension plans for production
staff are paid entirely by the companies. There are also defined contribu-
tion plans for salaried employees that have chosen alternative premium-
based pension solutions. There are defined contribution plans in foreign
countries, which are partly paid by subsidiaries and partly covered by
employee contributions. Payment to these plans is on an ongoing basis
pursuant to the rules of each plan.

l Group [l Parent Company
MSEK 2008 2007 2008 2007
Expenses for defined contribution plans 43 45 18 17
Remuneration and other benefits to senior executives, 2008
Principles for remuneration to senior executives Benefits

The Board of Directors has an internal Remuneration Committee compris-
ing Chairman of the Board Per Molin, Jenny Lindén Urnes and Bengt Kjell.
This Committee considers benefits and other employment terms for the
Chief Executive Officer and states guidelines for other senior executives.

Performance-related pay

The Chief Executive Officer’s bonus is determined as follows: 50% on
consolidated profit after financial items, 25% on the companies’ market
shares in tons and 25% on the companies’ operating income for high
alloy metal powder. The maximum bonus is 50% of basic salary. Other
members of the group management receive bonuses related to achieving
targets and income after tax at up to six months’ salary.

The Chief Executive Officer and other senior executives’ benefits relate
mainly to company cars.

Pensions

Hbganés’ pension agreements with senior executives for pensions from
age 65 onwards are defined contribution. This means that Héganas does
not guarantee senior executives any pre-determined pension level, but
future pensions are exclusively dependent on the returns generated by
asset managers.

For the Chief Executive Officer’s pension after age 60, each month,
35% of fixed monthly salary is allocated to an occupational pension
policy. Other members of the group management are encompassed by
pension plans where the company pays up to 30% of basic monthly sal-
ary as premiums or according to a regular ITP (supplementary pensions
for salaried employees) plan.

Basic salary, Perform- Pension

Directors’ ance- Other Pension Share-based commit-
MSEK fees related pay  benefits expenses payment Total ments
Chairman of the Board, Per Molin 0.5 - - - - 0.5 -
Board member, Peter Gossas 0.1 - - - - 0.1 -
Board member, Urban Jansson 0.3 - - - - 0.3 -
Board member, Bengt Kjell 0.3 - - - - 0.3 -
Board member, Oystein Krogen 0.2 - - - - 0.2 -
Board member, Jenny Lindén Urnes 0.2 - - - - 0.2 -
Board member, Bernt Magnusson 0.3 - - - - 0.3 -
Board member, Hans-Olov Olsson 0.1 - - - - 0.1 -
Board member, Agnete Raaschou-Nielsen 0.1 - - - - 0.1 -
CEO/President, Alrik Danielson 4.8 1.2 0.1 1.7 -1.9 5.9 4.5
Senior Vice President, Ulf Holmqyvist 2.0 0.1 0.1 0.5 - 2.7 0.3
Other senior executives (10 persons) 16.3 1.6 2.2 3.3 - 23.4 1.0
Total 25.2 2.9 2.4 5.5 -1.9 341 5.8

The Board of Directors, Chief Executive Officer and Senior Vice President received remuneration from the parent company exclusively.
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Shareholdings
Senior executives’ shareholdings are stated on page 28-29 and 32.

Severance pay

Coincident with termination initiated by the company, the Chief Execu-
tive Officer is entitled to 12 months’ dismissal pay and severance pay of
one year’s salary, including pension benefits. Coincident with termination
initiated by the company, another 16 executives are entitled to up to 12
months’ dismissal pay and severance pay of up to one year’s salary,
including pension benefits. No severance pay is due coincident with
termination initiated by the employee.

Incentive schemes

The Annual General Meeting (AGM) 2007 resolved on the introduction of
a performance-related staff stock option plan with the aim of offering key
staff of the group the opportunity of future stakeholding in the company,
thus increasing their interest in, and commitment to, the company’s
operations. This plan, resolved in 2007, was the first part of a three-year
package intended to cover the years 2007-2009.

Granting of options depends on the progress of the group in relation
to targets set by the Board of Directors. A total of 111,580 options were
granted to participants in the year-2007 plan. No granting is intended to
participants in the year-2008 plan.

The Board of Directors also intends to propose that the AGM 2009
approves a performance-related staff stock option plan, which constitutes
the third part of the three-year package.

Like the earlier plan, the staff stock option plan for 2009 covers the
Chief Executive Officer and other members of the group management, as
well as another 35 or so key staff of the group, totalling some 50 people.
Upon full granting, these people would be able to acquire an aggregate
maximum of 250,000 class B shares. The minimum term of the staff

NOTE 26 rrovisions

stock options will be two years, and a maximum of four years, from the
grant date. The exercise price would correspond to 120% of the average
volume-weighted price paid for class B shares on the Nordic Exchange
in a period of 10 trading days immediately following the AGM 2009.
Granting of staff stock options for 2009 is dependent on how the group
progresses in 2009 in relation to targets set by the Board of Directors.
The scheme will only imply a marginal dilution effect and influence on
the group’s key indicators. As in the previous year, to be able to conduct
the proposed staff stock option plan for 2009, the Board of Directors will
propose that the AGM authorises the Board to decide on the acquisition
and transfer of class B treasury shares.

Additionally, the AGM 2007 approved the implementation of a special
share-based incentive scheme for the CEO, Alrik Danielson. This scheme
is intended to run for three years.

The CEO, Alrik Danielson, will receive class B shares of the company
free of charge in each of the years 2006, 2007 and 2008 in which the
company realises its budgeted EBIT. This also entails him acquiring and
retaining a predetermined number of shares of the company himself. The
scheme implies that upon full allocation, the CEO, Alrik Danielson, may
own a total of 36,000 class B shares after the programme’s implementa-
tion, of which 9,000 acquired by himself, and 27,000 received from the
company.

Pursuant to a resolution by the AGM 2007 and 2008, 3,000 and 4,500
class B treasury shares respectively were transferred to the CEO, Alrik
Danielson, free of charge.

The Board of Directors will not be proposing that the AGM 2009 au-
thorises the Board to transfer class B treasury shares free of charge to the
CEO, Alrik Danielson, for 2008.

The Board of Directors’ complete proposal regarding the above staff
stock option plan will be submitted in good time before the AGM.

l Group
Reinstatement Adapting Emission Other
expenses personnel rights provisions Total

MSEK 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
Carrying amount, at beginning of period 25 23 - - 14 50 4 28 43 101
Provisions in the period - 2 19 - - 19 - - 19 21
Amount utilised in the period -9 - - - -14 -b5 -3 -24 -26 -79
Carrying amount, at end of period 16 25 19 - - 14 1 4 36 43
Of which total long-term portion of provisions 16 22 - - - - 1 4 17 26
Of which total short-term portion of provisions - 3 19 - - 14 - - 19 17
[l Parent Company

Carrying amount, at beginning of period 25 23 = - 14 50 = - 39 73
Provisions in the period - 2 18 - - 19 - - 18 21
Amount utilised in the period -9 0 - - -14 -55 - - -23 -565
Carrying amount, at end of period 16 25 18 - - 14 - - 34 39
Of which total long-term portion of provisions 16 22 - - - - - - 16 22
Of which total short-term portion of provisions - 3 18 - - 14 - - 18 17
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Payments

B Group

MSEK 31 Dec. 2008
Amount by which the provision is expected to be paid after more than twelve months 17

[l Parent Company

Amount by which the provision is expected to be paid after more than twelve months 16

Reinstatement expenses

At the beginning of the year, the provision was MSEK 25, MSEK 17

for reinstating a damming area for landfill and of SEK 8 for reinstating
the property in Bohus. The Bohus property was sold for MSEK 1 in the
year, and MSEK 1 of the provision for damming was utilised. Estimated
provisioning for the remaining commitments is MSEK 16. Because of the
long-term nature of this liability, the biggest uncertainty is to estimate the
provision for those expenses that will arise. On the basis of estimated
future production volumes, the useful life is estimated at 23 years.

Adapting personnel

To address declining demand on the global market, Hoganas has
adapted its production capacity and organisational resources.

NOTE 27 LABILITIES TO CREDIT INSTITUTIONS

An MSEK 19 provision in the group was made for personnel costs relating
to personnel reductions.

Emission rights

Emission rights for CO, were received at the beginning of the year at a
market value of SEK 64,000. Utilised rights are reported at cost, as cost
of goods sold and provisions. More information in accounting principles
(s) (vi) on page 54.

Other provisions
The item relates to current legal proceedings regarding the working envi-
ronment MSEK 1 (4).

[l Parent Company

MSEK 31 Dec. 2008 31 Dec. 2007
Long-term liabilities
Bank loans 1,796 949
Current liabilities
Overdraft facilities, utilised - 44
Liabilities that become due for payment more than five years after year-end - -
Approved overdraft facilities amount to MSEK 250 (100).
NOTE 28 AcCRUED EXPENSES AND DEFERRED INCOME
l Group [l Parent Company

MSEK 31 Dec. 2008 31 Dec. 2007 31 Dec. 2008 31 Dec. 2007
Vacation pay liability 75 55 58 39
Social security expenses 39 31 43 29
Invoiced, not delivered 6 26 6 26
Bonuses to customers 23 23 22 19
Exchange rate differences on
receivables and liabilities 15 - 15 -
Invoices not received 14 20 4 8
Staff bonuses 9 14 4 7
Interest 6 4 5 3
Other items 36 31 11 11

223 204 168 142
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NOTE 29 riepGED ASSETS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

B Group [ Parent Company

MSEK 31 Dec. 2008 31 Dec. 2007 31 Dec. 2008 31 Dec. 2007
Pledged assets
In the form of pledged assets for
own liabilities and provisions

Property mortgages 24 22 10 10

Assets with ownership reservations 14 16 - -
Total pledged assets 38 38 10 10
Contingent liabilities

Pension commitments 17 5 17 5

Guarantees in favour of subsidiaries - - 279 166

Guarantees, other 143 60 142 59
Total contingent liabilities 160 65 438 230
NOTE 30 Rrates oF ExcHANGE

Year-end rates of exchange Average rates of exchange

Country Local currency 31 Dec. 2008 31 Dec. 2007 31 Dec. 2008 31 Dec. 2007
Brazil BRL 3.2490 3.6800 3.6151 3.4732
China CNY 1.1300 0.8900 0.9464 0.8876
Denmark DKK* 146.8000 127.0500 128.8381 1241284
EMU EUR 10.9355 9.4735 9.6055 9.2481
India INR* 16.0000 16.4000 15.1192 16.3569
Japan JPY* 8.6000 5.7200 6.4023 5.7437
Korea KRW* 0.6125 0.6910 0.6020 0.7277
Norway NOK* 110.3500 118.7500 117.0538 115.4602
Taiwan TWD 0.2366 0.2000 0.2096 0.2130
UK GBP 11.2475 12.9050 12.0912 13.5281
us usD 7.7525 6.4675 6.5808 6.7607

* Rates of exchange in 100 units
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FINANCIAL INFORMATION

A review of the group’s financing activities and financial risks, with a
sensitivity analysis, is on page 23. Operations are conducted on the basis
of a Finance Policy adopted by the Board of Directors, which states rules
and guidelines for managing various financial risks. The Finance Policy
identifies the following three significant risks: Financing risk, market risk
and credit risk. Currency, interest, metal and energy derivatives are used as
hedging instruments pursuant to the guidelines stated by the Board of Direc-
tors and Finance Committee.

Market risk

Market risk is the risk arising through commercial flows in foreign currency
operations that arise in operations (transaction exposure), financing work-
ing capital (interest risk), investments in foreign countries (translation risk),

as well as energy and raw materials risk.

(a) Currency risk
(i) Transaction exposure
The main exposure relates to the group’s sales and purchasing in foreign
currencies. These currency risks partly comprise the risk of fluctuations
in the value of financial instruments, accounts receivable—trade and ac-
counts payable—trade, and partly the currency risk in relation to expected
and contracted payment flows.

99% (99) of Hoganas’ sales were to countries outside Sweden in

2008. Total net revenues in foreign currencies in 2008 were MSEK 5,958
(5,843). The largest flow currencies were EUR, JPY and USD.

The group’s presentation currency is Swedish kronor. Considering
Hbdganés has a significant portion of its capital employed in foreign cur-
rencies, funding is primarily arranged in these currencies directly. Because
hedge accounting for net investments in subsidiaries is applied on this fund-
ing, restatement is effected in the hedging reserve in shareholders’ equity.

The objective of Hogan&s’ currency hedging is to hedge a determined
portion of the group’s net foreign currency exposure in the short and me-
dium term. The purpose of hedging currency exposure is to even out profit
fluctuations. The Consolidated Income Statement includes exchange rate
differences of MSEK 15 (40) in operating income. No exchange rate diffe-
rences are included in net financial income/expense (previous year: 0).

At year-end 2008 the group had the following currency hedges for
expected payment flows in EUR, JPY and USD for 2009 and 2010. The
main derivatives used are forward contracts. Contract volumes are stated
in nominal terms. Contracts are reported at fair value in the Balance Sheet,
with value changes reported in shareholders’ equity. When the contract is
realised, the accumulated value change is reported to the Income State-
ment. The effect of currency derivatives on operating income in 2008 was
MSEK -85 (34).

The value of outstanding contracts not recognised as income is stated in
the following table.

Outstanding hedges of currency flows, EUR/SEK USD/SEK JPY/SEK

31 December 2008. Volume ' Volume ' Volume !

Q1, 2009 8.1 1.7 750

Q 2, 2009 24.4 1.7 750

Q 3, 2009 24.4 1.2 180

Q 4, 2009 10.9 1.2 480

Q11,2010 0 0 180

Total 67.8 (184.5) 5.8 (31.1) 2,340 (1,800) I
Rate of exchange ruling on balance sheet S0
date, 31 December 2008 10.9355 7.7525 0.086 31
Value change (MSEK)? reported in hedging

reserve, 31 December 2008 -80 -1 -15

" Volumes are expressed in millions of local currency.

2 Change in fair value reported in the hedging reserve in shareholders’ equity on cash flow hedges, where hedge accounting is applied. This item relates to value changes on derivative

instruments relating to future cash flows.

In addition to the above hedging, Hdéganas has currency hedging for the
net of outstanding accounts receivable —trade and accounts payable —

trade denominated in the following currencies: EUR/SEK, JPY/SEK and

USD/SEK. The Finance Policy states that this exposure should be 100%
hedged. Contract terms are two months. The hedge instrument and the
hedged items are reported at fair value in the Income Statement.

(i) Translation exposure

Currency risks also exist in the translation of the foreign subsidiary’s as-
sets, liabilities and earnings to the parent company’s functional currency,
termed translation exposure. In recent years, Hoganés has significantly
increased its conversion exposure through acquisitions and investments
in fixed assets.

Hbganas’ policy is that net investment in the form of lending and
100% of shareholders’ equity in foreign convertible currencies should
be hedged. The hedging level stipulated in the policy was observed in
the year. Hedging can be effected through currency forwards or external

funding of the corresponding amount. Currency forwards and external
funding were used as hedging instruments in the year. The hedging
reserve for net investments of subsidiaries was MSEK 40 (21) at year-end.
The fair value of outstanding currency forwards for net investments in
subsidiaries was MSEK -1 (2) at year-end. Translation differences are
reported in Note 21 Shareholders’ Equity.

The following table illustrates the net assets hedged at year-end.

Currency, MSEK 2008 2007
Usb 1,048 908
EUR 593 507
JPY 193 120
GBP 71 72
Total 1,905 1,607
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(b) Interest risk
Interest risk is the risk that the group’s net interest income/expense dete-
riorates when market interest rates change. Hoganés is a net borrower,
and accordingly, the group is exposed to a risk for deteriorated net inter-
est income/expense given rising interest market interest rates.

At year-end, interest-bearing liabilities were SEK 1,947 (1,111) and
the average fixed interest period on these liabilities was some 0.6 (2.5)
years including interest swaps and some 0.1 (0.1) years excluding interest
swaps. Short-term investments and cash and cash equivalents were
MSEK 220 (211) and the average fixed interest period on these assets
was 0 (0) months.

Hdganas’ funding facilities are usually arranged with maturities of three
months. Interest fixings are then controlled with the aid of interest swaps.

Electricity hedges for 2010 generated a loss of MSEK -18. This loss
remains in the hedging reserve until the original maturity.

(i) Copper and nickel

Metal derivatives are used to alleviate exposure to changes in raw materi-
als prices. At present, the price risk of nickel and copper is hedged.
Hedging is effected with standard financial derivatives quoted daily on
the London Metal Exchange (LME). For metals not quoted on the LME,
price hedging can be effected through physical fixed-fee contracts with
suppliers.

Outstanding hedges on copper and nickel, December 2008

The following table illustrates the maturities of fixed interest periods in Copper . Nickel .
each currency, considering interest swaps at year-end 2008. Volume ' Price ? Volume ' Price 2

January 2009 275 3,498 354 9,955
31 Dec. 2008 Total' 2009 2010 2011 2012 2013 February 2009 0 0 72 10,165
Currency Total 275 (325) 3,498 426,(450) 9,990,
EUR 54 29 - - 25 - (6,642) (25,918)
GBP 6 6 - - - - Spot price,
Usb 124 89 15 20 - - 31 December 2008 2,902 10,810
JPY 2,095 1,095 - - 1,000 - Value change (MSEK)®

Reported in hedging reserve,
31Dec.2007 Total 2008 2009 2010 2011 2012 S December2008 0.7 41
Currency "Volume is expressed in tons
EUR 28 3 _ _ B 25 2 Average forward price in USD

3Change in fair value reported in the hedging reserve in shareholders’ equity on cash flow
GBP 6 6 - - - - hedges, where hedge accounting is applied. This post relates to value changes on deriva-
Usb 70 35 - 15 20 - tive instruments relating to changes in raw materials prices. No realised gain or loss was in
JPY 2115 1115 _ _ _ 1.000 the hedging reserve at year-end.

" Amounts expressed in millions of local currency.

The company had interest swaps with a nominal value of MSEK 630 (669)
on the balance sheet date, that has been reported against shareholders’
equity. On the balance sheet date, the fair value of the swaps was MSEK
-11 (12) net, consisting of assets of MSEK 347 (369) and liabilities of
MSEK 358 (357). Effective interest at year-end was 2.83% (5.23).

(c) Raw material risk

A significant portion of Héganés’ operations consist of buying and sell-
ing metals. The group buys metals and sells metal powder products,
where sales prices are adjusted for the price of the metals included in the
product. Refining metals into metal powder is energy intensive. Hoganéas’
raw materials risk mainly arises in copper, nickel, electricity and oil. Value
changes from raw materials derivatives are reported in the hedging
reserve within shareholders’ equity.

(i) Electricity and gas/oil
Hbganés’ production consumes a substantial amount of energy. The
group’s procurement of electricity and natural gas corresponded to MSEK
342 (306) in 2008.

Exclusively, Hoganas had hedges for electricity and gas/oil as in the
following table at the balance sheet date.

Outstanding hedges on electricity and oil, 31 December 2008

Electricity Qil (gas)
Volume ' Price? Volume'' Price 2
Maturing 2009 84 (210) 49.8 (49.5) 10,500 (-) 337 (-)
Spot price, 31 December 2008 41.88 205
Value change (MSEK)?
reported in hedging reserve,
31 December 2008 -29 -5.1

" Volume is expressed in GWh (electricity) and tons (oil).

2 Average forward price in EUR (electricity) and USD (oil).

3 Change in fair value reported in the hedging reserve in shareholders’ equity on cash flow
hedges, where hedge accounting is applied. This post relates to value changes on deriva-
tive instruments relating to future energy purchases.
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Financing risk

Financing risk is the risk that the group encounters problems accessing
borrowed capital. The objective is that at any time, the group will have
access to confirmed long-term credit facilities that cover the needs of
operations with a satisfactory margin.

Current confirmed credit facilities were arranged by a syndicate of
four banks in 2005, and this facility matures in May 2010. At year-end
these facilities amounted to MEUR 225, of which MEUR 159 (100) had
been utilised. Additionally, unconfirmed short-term credits were MSEK
250, of which MSEK 0 (44) had been utilised at year-end. All credits are
conditional on Hoganas’ debt/equity ratio not exceeding 1.5. At year-end
this ratio was 0.72 (0.33).

At year-end, consolidated financial liabilities were MSEK 2,541 (1,665)
and the maturity structure of borrowings is as stated in the following table:

2008 2007

Maturity structure

Financial liabilites < 1yr. 1-5yr. >5yr. <1yr. 1-5yr. >5yr
Credit facilities - 1,796 - - 949 -
Other credits 46 105 - 57 105 -
Accounts payable—

trade 401 - - 510 - -
Derivatives 182 11 - 26 18 -
Total 629 1,912 - 593 1,072 -

The parent company operates as a financier for its subsidiaries. There
are local overdraft facilities in place for the subsidiaries, which have been
approved by the parent company.

Credit risk

Credit risk can be divided into commercial and financial counterparty risk.
Commercial counterparty risk is the risk of one of the group’s customers
becoming insolvent and that sales forecasts or hedged flows cannot be
delivered.

To some extent, Héganas’ credit risk for customers is limited through
sales being conducted in a high number of countries, to a wide range of
customers, thus achieving risk diversification. There is a credit insurance
of MUSD 16 (16.6) intended to reduce the credit risk of customers in the
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US. Moreover, Hoganas uses export letters of credit for sales on certain
markets. At year-end, the single largest credit exposure was MSEK 15
(35). The group’s Credit Policy stipulates that credit checks precede all
sales to new customers, to further limit credit risk. Bad debt for 2008 was
MSEK 4 (2) of consolidated net sales.

The financial counterparty risk is the risk of a counterparty the Finance
function has entered a contract with becoming insolvent and that an
investment and/or unrealised gain cannot be paid back.

Primarily, surplus liquidity should be used to amortise interest bearing
liabilities. Secondly, the Finance function will invest the group’s surplus
liquidity.

For derivative instruments, Hoganas primarily uses banks where the
group has a confirmed credit facility.

HBganas’ credit risk exposure at year-end is stated in the following
table.

Fair value and carrying amount of financial assets and financial liabilities
are reported in the Consolidated Balance Sheet.

The carrying amounts of interest-bearing assets and liabilities in the
Balance Sheet may differ from fair value, for reasons including changes
in market interest rates. To measure the fair value of financial assets and
liabilities, official quoted rates have been used for the assets and liabilities
traded on an active marketplace.

In those cases where no reliable market quotes are available, a fair
value has been measured by discounting future payment flows using
current market interest rates, which are then translated to Swedish kronor
using the current rate of exchange.

Because interest-bearing financial assets have very short fixed interest
periods, the fair value is judged to correspond to carrying amount. For
financial instruments like accounts receivable —trade, accounts payable—
trade and other non-interest-bearing assets and liabilities, which are
reported at accrued cost less potential impairment, the fair value is judged

Credit risk exposure 2008 2007 to be the same as the carrying amount.
Accounts receivable—trade 708 883 The foIIovying tgblg stgtfes fair valuesj and carrying amounts of financial
assets and financial liabilities reported in the Consolidated Balance Sheet.
Cash and bank balances 220 211
Derivatives 1 18
Total 949 1,112
Financial
assets reported Loans Financial
at fair value Investments Derivatives receivable liabilities Total
via the Income held to used in hedge and accounts reported at carrying Total
Statement’ maturity accounting receivable accrued cost amount fair value

2008 2007 2008 2007 | 2008 2007 2008 2007 | 2008 2007 | 2008 2007 | 2008 2007
Long-term receivables - - - - - 11 - - - - - 1 - 11
Accounts receivable - - - - - - 728 883 - - 728 883 728 883
Other receivables = = - 1 6 = - = - 1 6 1 6
Cash and cash
equivalents - - 45 - - - 175 211 - - 220 211 220 211
Total - - 45 - 1 17 903 1,094 - - 949 1,111 949 1,111
Long-term interest-
bearing liabilities - - - - - - - - 11,901 1,054 | 1,901 1,054 | 1,903 1,054
Other long-term liabilities - - - - 11 18 - - - - 11 18 11 18
Current interest-bearing
liabilities - - - - - - - - 46 57 46 57 46 57
Accounts payable - - - - - - - - 401 510 401 510 401 510
Other liabilities 13 - - - 182 8 - - - - - - - -
Total 13 - - - 193 26 - -12348 1,621 | 2,359 1,639 | 2,361 1,639

" Fair value option is not applied.

Insurable risks

Hbganés AB has a centralised non-life and professional indemnity cover. Although local insurance cover is necessary in some countries, in those cases
where such cover does not satisfy the group’s minimum standards, coverage is achieved through umbrella coverage using Héganas AB’s Master Insur-

ance Policy.
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NOTE 32 ReLaTeD PARTIES

The parent company exerts a controlling influence over its subsidiaries, see Note 14. Business terms and market pricing apply to the supply of services
and products between group companies. Intra-group transactions and dealings between subsidiaries are stated below. The group’s transactions with
senior executives comprise salaries and other remunerations, benefits, pensions and agreements on severance pay to the Board and CEO, are stated
in Note 25. UIf G. Lindén’s estate control 37.8% of the votes of Hogan&s AB through Lindéngruppen AB.

[l Parent Company

Purchases of Liabilities to Receivable from
Sales of goods to  goods from Other (interest, related parties  related parties
Related parties Year related parties  related parties dividends) as of 31 Dec. as of 31 Dec.
Hbganas Hamnbyggnads AB 2008 - 2 - 2 10
2007 - 2 - - 7
AB Micanéas 2008 - - - 2 -
2007 - - - 2 -
Hoganas HOGAP AB 2008 - - - - 2
2007 - - - - 2
Hbganas Belgium S.A. 2008 10 12 1 217
2007 21 10 12 - 210
Hbganas (GB) Ltd. 2008 2 - - 13 -
2007 4 - 1 - 1
Hbganas Japan K.K. 2008 499 - 1 1 162
2007 451 1 1 1 167
Hbganas France S.A.S. 2008 = = 1 1 =
2007 - - - 2 -
Hbgands GmbH 2008 441 - 20 1 18
2007 538 - 11 15 99
Hbéganas Italia S.r.l. 2008 - - - - -
2007 - - 1 -
Hbganas India 2008 45 18 - - 1
2007 29 31 - - 47
Hodganas Iberica S.A. 2008 - - 3 1 -
2007 - - 3 3 -
Hbganas Taiwan Ltd. 2008 21 - - -
2007 28 - - - 8
Hbganas Korea Ltd. 2008 11 - - - 1
2007 5 - - 1 1
Hdganas (China) Ltd. 2008 101 = = 1 14
2007 120 - - 45
North American H6ganés Holdings, Inc. 2008 = = 31 = 960
2007 - - 50 - 771
North American H6ganas, Inc. 2008 212 52 - 4 12
2007 246 44 - - 22
NAH Financial Holding AB 2008 = = = 543 =
2007 - - - 439 -
Hdganas Brasil Ltda 2008 92 - 6 - 209
2007 80 - 8 - 110
TOTAL 2008 1,432 82 74 570 1,606
2007 1,522 88 86 464 1,490

The parent company has guarantees in favour of subsidiaries of MSEK 279 (166).
The parent company has received dividends from subsidiaries of MSEK 24 (18).

NOTE 33 siGNIFICANT ESTIMATES AND JUDGMENTS

Carrying amounts are based partly on judgments and estimates. This applies primarily to impairment tests on goodwill (Note 11) and tangible fixed
assets (Note 12) as well as defined benefit pension commitments (Note 25).

These values are influenced if judgments and estimates change regarding applied discount rates, pricing, expenses and the demand for those
products the cash flow forecasts are based on. Deferred tax assets of MSEK 185 net have been reported in the group on the basis that it is likely
that they will be utilisable and imply reduced tax payments in the future.

NOTE 34 NFORMATION ON THE PARENT COMPANY

Hoganés AB (publ), Corporate Identity No.556005-0121 is a Swedish-registered limited company with its registered office in the municipality of
Hbganés, Sweden. The parent company’s class B shares are quoted on The Mid Cap list on Nasdag OMX Stockholm Exchange. The address
of the head office is Hoganas AB, SE-263 83 Hoganas, Sweden.

The consolidated accounts for 2008 comprise the parent company and its subsidiaries, collectively termed the group.
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Audit Report

To the Annual General Meeting of shareholders of Hogands AB (publ)
Corporate Identity No. 556005-0121

‘We have audited the annual accounts, the consolidated accounts, accounting records
and the administration of the Board of Directors and the Chief Executive Officer of
Hoganids AB (publ) for the year 2008. The annual accounts of the company are included
in the printed version of this document on pages 36-84. These accounts and the admini-
stration of the company, and the application of the Swedish Annual Accounts Act when
preparing the annual accounts, and the application of [FRS (International Financial
Reporting Standards) as endorsed by the EU and the Swedish Annual Accounts Act
when preparing the consolidated accounts, are the responsibility of the Board of Direc-
tors and the Chief Executive Officer. Our responsibility is to express an opinion on the
annual accounts, the consolidated accounts and the administration based on our audit.

We conducted our audit in accordance with generally accepted accounting princi-
ples in Sweden. Those standards require that we plan and perform the audit to obtain
reasonable assurance that the annual accounts and consolidated accounts are free of
material misstatement. An audit includes examining, on a test basis, evidence support-
ing the amounts and disclosures in the accounts. An audit also includes assessing the
accounting principles used and their application by the Board of Directors and the Chief
Executive Officer and significant estimates made by the Board of Directors and the
Chief Executive Officer when preparing the annual accounts and consolidated accounts
as well as evaluating the overall presentation of information in the annual accounts and
consolidated accounts. As a basis for our opinion concerning discharge from liability,
we examined significant decisions, actions taken and circumstances of the company in
order to be able to determine the liability, if any, to the company of any Board member
or the Chief Executive Officer. We also examined whether any Board member or the
Chief Executive Officer has, in any other way, acted in contravention of the Swedish
Companies Act, the Swedish Annual Accounts Act or the Articles of Association. We
believe that our audit provides a reasonable basis for our opinion set out below.

The annual accounts have been prepared in accordance with the Swedish Annual
Accounts Act and give a true and fair view of the company’s financial position and
results of operations in accordance with generally accepted accounting principles in
Sweden. The consolidated accounts have been prepared in accordance with IFRS as en-
dorsed by the EU and the Swedish Annual Accounts Act and give a true and fair view of
the group’s financial position and results of operations. The statutory administration re-
port is consistent with the other parts of the annual accounts and consolidated accounts.

We recommend to the Annual General Meeting that the Income Statement and
Balance Sheet for the parent company and for the group be adopted, that the profit
of the parent company be dealt with in accordance with the proposal in the statutory
administration report and that the members of the Board of Directors and the Chief
Executive Officer be discharged from liability for the financial year.

Hoganis, Sweden, 11 February 2009
KPMG AB

Alf Svensson
Authorised Public Accountant
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Five-year overview, quarterly data and definitions

FIVE-YEAR OVERVIEW

MSEK 2004 2005 2006 2007 2008
Net sales 4,162 4,594 5,123 5,838 6,103
Operating income 649 461 602 607 527
Net financial income and expenses -35 -53 -77 -45 -44
Income before tax 614 408 525 562 483
Net income 438 290 402 431 394
Operating margin, % 15.6 10.0 11.8 10.4 8.6
Net margin, % 14.8 8.9 10.2 9.6 7.9
Total assets 4,759 5,253 5,099 5,191 5,642
Shareholders’ equity 2,203 2,549 2,625 2,766 2,406
Capital employed 3,617 4,058 3,736 3,880 4,370
Return on capital employed, % 17.8 12.0 15.5 15.9 12.8
Return on equity, % 21.0 12.2 15.5 16.0 156.2
Equity/assets ratio, % 46.3 48.5 51.5 53.3 42.6
Net indebtedness 1,340 1,387 1,032 903 1,743
Debt/equity ratio, multiple 0.61 0.54 0.39 0.33 0.72
Risk capital/assets, % 56.1 56.5 59.9 61.0 48.0
Interest coverage ratio, multiple 18.5 8.7 7.8 13.5 12.0
Rate of capital turnover, multiple 1.14 1.13 1.32 1.58 1.48
Operating cash flow 121 178 429 314 217
Cash flow after investments 421 189 429 314 220
Investments 271 260 219 176 375
Average number of employees 1,692 1,672 1,579 1,663 1,589
Net sales per employee 2.61 2.92 3.29 3.67 3.84
QUARTERLY DATA
MSEK Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
2007 2007 2007 2007 2008 2008 2008 2008
Net sales 1,413 1,518 1,489 1,418 1,583 1,692 1,575 1,353
Operating income 188 175 112 132 196 232 131 -32
Operating margin, % 13.3 11.5 7.5 9.3 12.4 14.6 8.3 -2.4
Income before tax 172 160 105 125 191 227 112 -47
Net income 126 119 78 108 145 170 83 -4
Earnings per share, SEK 3.62 3.42 2.25 3.10 4.15 4.91 2.38 -0.13
Definitions
Capital employed Net margin
Total assets less non-interest-bearing liabilities, deferred tax liabilities and other provisions. Income before tax in relation to net sales.
Cash flow after investments, SEK/share Operating cash flow
Cash flow net of investments in relation to average number of shares adjusted for share Cash flow after investments but before acquisitions or divestments of companies/opera-
buy-backs. tions.
Debt/equity ratio Operating margin
Interest-bearing debt less cash and cash equivalents and other interest-bearing receiv- Operating income in relation to net sales.
ables in relation to shareholders’ equity. Rate of capital turnover
Earnings per share, SEK Net sales divided by average capital employed.
:rittigclzgwg isn relation to average number of shares, adjusted for share buy-backs pursu- Return on capital employed

Income before tax plus net interest income/expenses and exchange rate differences on
Equity/assets ratio financial loans in relation to average capital employed.
Total shareholders’ equity in relation to total assets. Net indebtedness Interest-bearing

o ¥ L R Return on equity
provisions plus interest-bearing liabilities less cash and cash equivalents.

Net income in relation to average shareholders’ equity.
Interest coverage ratio

Income before tax plus net interest income/expenses and exchange rate differences on
financial loans in relation to net interest income/expenses.

Risk capital/assets
Total shareholders’ equity and deferred tax liability in relation to total assets.

Shareholders’ equity per share, SEK
Shareholders’ equity in relation to the number of shares at year-end adjusted for share
buy-backs.

Investments
Investments in fixed assets excluding acquisitions.
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Addresses

HEAD OFFICE

SWEDEN

Hoéganas AB
SE-263 83 Hoganas
Tel +46 42 33 80 00
Fax +46 42 33 81 50
CEO and President:
Alrik Danielson
www.hoganas.com

OFFICES

Belgium

Héganas Belgium S.A.
Ruelle Gros Pierre 10
B-7800 Ath

Tel +32 68 26 89 89
Fax +32 68 28 57 75
Managing Director:
Vincent Rasneur

BRAZIL

Hoganas Brasil Ltda

Av. Francisco Rodrigues
Filho 4680

Vila Suissa — Cep 08810-000
Mogi das Cruzes - SP

Tel +55 11 4736 77 11

Fax +55 11 4736 77 36
Managing Director:

Claudinei Reche

FRANCE

Hoganas France S.A.S.

1117, Avenue Edouard Herriot
B.P. 117

FR-69654 Villefranche-sur-Saéne
Cedex

Tel +33 474 02 97 50

Fax +33 474 60 63 61

Sales Director:

Thierry Calmes

INDIA

Héganés India Ltd.
Ganga Commerce

4, North Main Road
Koregaon Park
IN-Pune 411 001

Tel +91 20 660 301 71
Tel +91 20 664 446 00
Fax +91 20 660 301 88
Managing Director:
Srini V Srinivasan

ITALY

Hoganas Italia S.r.l.
Via Marsala 55/2
IT-16035 RAPALLO (GE)
Tel +39 0185 23 00 33
Fax +39 018527 04 77
Sales Director:

Riccardo Crosa

JAPAN

Hoéganas Japan K.K.
Akasaka Shasta East Building
2-19, Akasaka, 4-Chome,
Minato-Ku

JP-Tokyo 107-0052

Tel +81 3 3582-8280

Fax +81 3 3584-9087
Managing Director:

Carl Eklund

CHINA

Héganas (China) Ltd.
5646 Wai Qing Song Road
Qingpu

CN-Shanghai 201700

Tel +86 21 692 101 12
Fax +86 21 692 131 94
Managing Director:

Per Engdahl

SPAIN

Hoganas Ibérica S.A.
C/.Basauri, 17A Bajo Dcha
ES-280 23 Madrid

Tel +34 91 708 05 95

Fax +34 91 708 05 94
Managing Director:

Ramoén Martinez

UNITED KINGDOM
Hoéganas (Great Britain) Ltd.
Munday Industrial Estate
58/66 Morley Road
GB-Tonbridge, TN9 1RP Kent
Tel +44 1732 362243

Fax +44 1732 770262
Managing Director:

Adrian Allen

SOUTH KOREA

Hoéganas Korea Ltd.

13th Floor Daesung Building
1602-7 Seocho-dong
Seocho-gu

KR-Seoul 137-876

Tel +82 2511 43 44

Fax +82 2 548 25 92
Managing Director:

Joon Park

TAIWAN R.O.C
Héganés Taiwan Ltd.
Room B, No. 44, 11th Floor,
Chung Shan
ChungShan North Road,
Section 2

TW-Taipei 10448

Tel +886 2 2543 1618
Fax +886 2 2543 1511
Managing Director:

Per Engdahl

ADDRESSES

GERMANY

Héganas GmbH
Grafenberger Allee 56
DE-40237 Dusseldorf
Tel +49 21199 17 80
Fax +49 211 991 78 35
Managing Director:
Michael Rehnig

USA

North American Héganas, Inc.
111 Hoganas Way
US-Hollsopple, PA 15935-6416
Tel +1 814 479 3500

Fax +1 814 479 2003
Managing Director:

Avinash Gore
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AGENTS

Agents

ARGENTINA

Ferromet S.A.

Von Wernicke 3038 — 131642
GKB - San Isidro

Buenos Aires

Tel +54 11 47 35 - 300

Fax +54 11 47 35 7291

AUSTRALIA

S. Weir Enterprises Pty Ltd.
32 Carrington Road

P.O. Box 477

AU-Guildford

2161 New South Wales

Tel +61-2 9681 6155

Fax +61-2 9681 6092

BULGARIA

Balkan International Ltd.
P O Box 952

19, Slavianska Str.
BGN-1000 Sofia

Tel +359-2980 3852

Fax +359-2980 4248

CHILE

Hascor Chile S.A.
Galvarino 9779
Comuna de Quilicura
Santiago

Tel +562 738 6381
Fax +562 738 6236
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COLOMBIA, VENEZUELA
Falek Latina E.U

(Falek Latina Comercializadora
Internacional S.A.)

Av. 15 No. 104-76 Ofic. 209
Bogota, D.C.

Tel +57 1 2154116

Fax +57 1 612 8248

PHILIPPINES, MALAYSIA
INDONESIA, SINGAPORE,
VIETNAM

CK Metal Trading

45, Jalan BRP 5/3

Bukit Rahman Putra
MY-47000 Sungai Buloh
Selangor

Tel +60-3 6157 8700

Fax +60-3 6157 9700

ISRAEL

M.C.T. - Materials Ltd.
Hameyasdim Str. 69

P O Box 3011
IL-Even-Yehuda 40500
Tel +972 9 891 1356
Fax +972 2 740 116

POLAND

KOS-Technika

Biuro Doradcze, Slawomir
Kozlowski

ul. Promienna 1A
PL-05-540 Zalesie Gorne
Tel +48 22 73 62 377

Fax +48 22 73 62 377

ROMANIA

PromSID S.R.L.

Intr. Lt. Av. Marcel Andreescu
Nr. 45, AP. 3 Sector 1
RO-011648 Bukarest

Tel +40 21 233 90 27

Fax +40 21 230 66 75

RUSSIA

LLC EuroMet
Serdobolskaya st., 64
197342 St. Petersburg
Tel +7 812 331 79 10
Fax +7 812 495 62 84

SOUTH AFRICA

Fe Powder Supplies
(Pty) Ltd.

Suite 242

Private Bag X7
ZA-2162 Northriding
Tel +27 11 708 7951
Fax +27 11 708 7983

THAILAND

Acme International

(Thailand) Ltd.

630 Onnuj 54

Sukhumvit 77 Road, Suanluang
TH-Bangkok 10250

Tel +66 2 320 5200

Fax +66 2 721 4729

CZECH REPUBLIC

Ing Miloslav Makovicka
Lhotska 2209

CZ-19300 Prag 9

Tel +420-2 819 209 54
Fax +420-2 819 209 54

TURKEY

TST - Thermal Sprey
Teknolojileri

Dumlupinar Mah. Vatan Cad. 14A
34896 Pendik, Istanbul

Tel +90 216 379 11 80

Fax +90 216 379 11 84

Mr Halil Karakis

GRY MUHENDISLIK
Buttim is Merkezi

A Blok Kat 4 No 1035
Bursa

Tel +90 532 551 74 61
Fax +90 224 211 26 36
Mr Ridvan Kahraman

HUNGARY

S & S Kereskedelmi BT
Lagymanyosi utca 7. fsz 1/b
H-1111 Budapest

Tel +36-1 209 06 83

Fax +36-1 209 91 72



Hoganas

Hoganas AB (publ)

263 83 Hoganas, Sweden
Tel +46 (0)42 33 80 00
Fax +46 (0)42 33 83 60
www.hoganas.com






