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Corporate Profile

Sapa Heat Transfer AB is one of the world’s leading companies in the
production of aluminium heat-exchanger strips for the automotive industry. We
are developing, producing, and marketing aluminium strips for radiators, air-
conditioning systems, and other heat exchangers for automotive and
stationary applications.

Sapa Heat Transfer AB is the only company in the world that has focused
its operations on aluminium strip for heat exchangers, primarily to the
automotive industry. We are located in Finspang, Sweden with approximately
500 employees and have a turnover of about MSEK 2,220. We export 85% of
our tonnage.

Sapa Heat Transfer AB is a part of the Sapa Group. The Sapa Group
develops, manufactures, and markets value-added profiles, profile-based
building systems and heat exchanger strips in the light-weight material
aluminium. The Sapa Group is divided in the business areas of Sapa Profiles,
Sapa Building System and Sapa Heat Transfer and is represented in Europe,
North America, and Asia.

Sapa is the leading company in its field of operation and has customers in
the building, transport, engineering, and telecom industry. The business
concept is built on close cooperation with customers. The Sapa Group has a
combined turnover of 5 billion USD and 15,000 employees.

Sustainability issues are an integral part of our core operations. To
contribute to the creation of a sustainable society, Sapa Heat Transfer AB will
continuously focus on meeting and exceeding our customers’ expectations,
building stable and trustworthy mutually beneficial relationship with our
suppliers, improving our environmental performance, supporting the creation
of prosperous, educated, and healthy local communities, and creating a better
workplace for our employees.
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GRI REPORT

About this report*

In this Sustainability Report, Sapa Heat Transfer AB in Sweden presents its sustainable development
work based on three dimensions — financial responsibility, environmental responsibility, and social
responsibility in 2009 and 2010. This report is aimed at anyone with an interest in sustainability issues,
including customers, suppliers, sustainability analysts, and the general public.

The report covers the entire organisation. Based on the GRI G3 application level and this report’s
contents, Sapa Heat Transfer AB’s self-assessment of the application level of the G3 guidelines for this
sustainability report is ‘A’. The aim is to create conditions for transparent and reliable exchange of
sustainability information worldwide and inform our stakeholder groups with an open, honest, and
balanced account of what we do and why we do it.

This report complies with our official annual reports of both finance and environment.

*The report prepared in a colorless version requires less printing ink and processing.



Statement by the President




Welcome to the Sapa Heat Transfer AB Sustainability Report 2009 and 2010.

As reported in the previous report, we launched our sustainable development in a systematical
and structural way in 2009, which has been focusing on developing sustainable production and
sustainable product solutions. For us, meeting our economic, environmental and social
responsibilities are prerequisites for the success of the company. We aim to be valued as the
leading supplier of heat transfer solutions in terms of progress towards sustainability.

In 2009, the global financial crisis shook the foundation of the automotive sector. In spite of that,
we took advantage of the slow pace of production to enhance effort on personal development
programs for employees. 2010 was a challenging year for us, a fire accident occurred at one of our
cold rolling mills, but luckily no one was injured, and the new mill has been built up in a fairly short
time. Thanks to the excellent contribution from our employees, the volume of customer demands
still increased significantly, and we are confidently looking forward to creating a more exiting year in
2011.

We are proud of the progress we have made on sustainable development, but realise how far
we have to go. We will continue to strengthen our commitment to creating a sustainable business
model by concrete actions, especially concentrating on customer value creation, production stability
and efficiency, and product innovation.

Customer Value Creation

We seek to establish a long-term and mutually beneficial relationship with all customers. We aim to

develop aluminium solutions suitable for customers' requirements in terms of satisfaction, reliability

and trust. As guided by our CSR (Corporate Social Responsibility) policy:

e We create value and long-term success for our customers by providing superior rolled
aluminium products and knowledge of the heat transfer business.

e Our product exceeds customer demands in terms of product quality, performance, cost
effectiveness, and environmental performance.

e Our experience helps customers develop and improve their businesses.
We strive for long-term partnerships.

Production Stability and Efficiency

We realised that a stable and effective production is the fundamental condition to create sustainable
economic growth for the company, and it will always be our main focus. More stable and effective
production strengthens our customer relationship, reduces the use of energy and materials and
minimises our impact on the environment.

Sustainable Product Innovation

We proactively seek to be innovative and enhance our expertise further for sustainable product
development. We have implemented a sustainability assessment methodology that takes into
account environmental and sustainable impacts of raw material, product design, supply chain,
manufacturing, product use and end of life of a product. We endeavor to develop new products that
are produced by more recycled aluminum, but still deliver competitive performance.

In addition to the key initiatives above, supporting employees’ development and creating a
harmonious relationship with local communities are crucial to our long-term success. We will
continue to move towards sustainability by internal and external communication and education work.

We believe that the promotion of sustainability will help us to consolidate our external
trustworthiness and credibility. | look forward to the possibilities of a more dynamic and sustainable
approach to the way we do business in the future.

Koy vt

Ralf Nordén, Managing Director
Sapa Heat Transfer AB, Finspang, March 2011



Key Performance Indicators

Finance* 2008 2009

Net sales [TSEK] 2121478 1518 869

Profit after financial items** [TSEK] 79 240 -7 629

Equity/assets ratio [%0] 13.5% 19.3%

Balance sheet total [TSEK] 1649 893 1275215

Group contribution paid [TSEK] 117 797 28 057

 Environment \ 2008 2009 | 2010

Inputs***

Electricity [MWh] 125 157 113 123 139 508

Heat [MWh] 4942 7712 8 022

Propane [ton] 2179 1992 2176

Water Industrial use [m3] 2 072 936 2 093 454 2 207 635
Domestic use [m3] 28 352 27 265 40 096

Outputs***

Aluminium products [ton] 67 953 53 689 73728
Dust [ton] 0.3 0.2 0.8
Dust per ton of melted aluminium < 0.004 0.003 0.010

- . . [kg/ton]

Emissions into Alr HCI [ton] 0.4 0.07 0.1
HF [ton] 0.04 0.01 0.01
Qil [ton] 11.2 10.2 125
Aluminium [ton] 0.8 0.7 0.6

Emissions into Water | Suspended solids [ton] <5.7 <4.5 <4.7
Oil/grease [ton] <0.3 <0.6 <1.2

Health & Safety | 2008 2009 | 2010

Total recordable rate**** 144 11.0 20.6

Lost work day rate**** 10.1 0 8.2

Social | 2008 2009 | 2010

Full time employees 396 413 498

Number of temporary employees 12 3 3

Workforce by gender [Men / Women in %] 85/15 84/16 83/17

* The consolidated financial statement of 2010 has not been completed yet, scheduled for July 2011.

** The financial performance was affected by the global financial crisis of 2008-2009.

***The increased inputs and outputs were caused by the increased production volume.

****Eigures based on one million hours worked




Governance, Commitments and Engagement

Responsible Governance

At Sapa Heat Transfer AB, we have a professional and effective management team that oversees all of
the company’s operations, determines the fundamental management policies and sets future growth
plans, and is represented by all key business sections including development, marketing and sales,
finance, production, human resource, and quality.

Hiring the right managers is the key to creating a successful workforce, and we have a formal
process for ensuring that the right leadership is retained. References are checked, and the recruiting
assessment will be done by an external recruitment company.

When recommending candidates for the management team, their skill, education, experience,
interaction with other directors and personal and professional backgrounds are taken into account.

Our management team is committed to addressing sustainable development with long-term success
of the company in 2009. We will continue to improve our EHS (Environment, Health and Safety)
performance, implement CSR policy (Corporate Social Responsibility) into every operation and design
aluminium solutions for future generations.

Managing Director
Ralf Nordén

Development MD Assistant Marketing and Sales
Robert Dahlin Petronella Thunblad Johannes Alvestrand
Finance Production - Casting
Gun Karlsson Kent Pettersson
Human Resources Production - Rolling
Ann-Britt Rangefelt Jonas Lindqvist
Quality Production - Slitting
Lena Rollmar Hakan Vestergaard

Figure 1: The management team of Sapa Heat Transfer AB

Stakeholder Engagement

Employees: We recognize that our employees are the company’s most vital resource and they are
essential in making our company successful. Each year, all employees join the annual performance
review meeting, which provides us with insight into employee satisfaction, performance, and personal
development. We strongly believe in transparency. For instance, employees are informed about
operational changes at least once a month, and we strive for a good relationship and open
communications with local unions.

Communities: We set out to build long-term mutual beneficial relationships with our local communities
by participating mutual development dialogues, and providing resources to support local charities and
organisations.

Customers: During the past year, we have worked closely with our customers in quality issues, and our
expertise has supported customers in further developing and improving their businesses. We always
build dialogues with our customers by visits, phone calls and video meetings. We promote technology
and knowledge transfer related to sustainable development, so that we can help improve the entire
supply chain’s sustainable performance of our customers’ products.

Suppliers: We aim to build stable and trusting mutually beneficial relationship with our existing and
potential suppliers by visiting them personally and communicating efficiently. To achieve sustainability
goals, we evaluated our suppliers’ environmental and sustainable performance. All our existing suppliers
of raw materials are 1ISO14001 certified and comply with the regulation of REACH. We expect all our
suppliers have an environmental management system, and otherwise, we will assess their sustainable
performance by our own requirements. For example, raw materials of recycled aluminium must be free
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from oil and radioactive materials. In the future, we will establish dialogues with our suppliers to explore
collaborative sustainable development strategies. According to our purchase policy, we prefer local
suppliers, but also take quality and environmental performance factors into account when choosing
suppliers.

Management Approach

We realise that only sustainable businesses can be long-term businesses. It is essential that all our
employees should understand that the fundamental market demand is to provide aluminium solutions for
future generations, such as limiting the use of scarce natural resources, reducing energy consumption
and improving the lives of all individuals affected by our business. To achieve those requirements, we
will continue to improve our financial, environmental and social performances by four key strategies:
EHS (Environment, Health and Safety), Genesis (ensuring productivity), CVM (Customer Value
Management) and Jie Sheng (saving cost).

EHS ¢ Implementation of improvement plans for “critical 4” and “top 10 risk areas”
e Management and organisational awareness, motivation, follow-up and alignment
e EHS local coordinators to continue improvements of the role and drive for
improvement
Genesis o Improved use of methods and standardization (Standard Operating Procedures)
Continuous improvement of the already effective plant management system
Improve attitudes and work processes
Implement world class maintenance
Higher contact frequency with all customers, plants and central functions
Continue with the CVM-based way of working, and workshop activities
Increased proactivity in the customer relation
Wider contact base with customers
Stable, predictable production flows
Efficient manning according to sales and manufacturing plans
Improve cost monitoring and analysis
Product management: design for manufacturability
Increased efforts to increase energy efficiency

CVM

Jie Sheng

Sapa Heat Transfer is dedicated to providing our customers with
relevant products and services. Our ambition is to offer products
and services at a price level that secures Sapa’s financial
stability while offering our customers the highest possible value.
These efforts are coordinated under what we refer to as CVM
(Customer Value Management).

John Blide
Customer Programme Manager
Sapa Heat Transfer AB




Financial Responsibility

To ensure sustainable development, our financial responsibility is to help extend the
company’s profitability and financial strengths, and to function as a supporter to

develop our profitable and sustainable business processes.

Economic Performance

After the summer of 2008, the market of automotive
industry has deteriorated dramatically and this
caused lower revenues during 2008 and 2009.
Methods of rationalisation, efficiency and cost
reduction are underway to adapt to the recession.
The volume of customer demands increased

significantly in 2010.

Management Approach

To make certain all financial operations are
complying with the sustainability goals, our long-

term objectives are:

¢ Handling increasing volumes by efficient

working methods

e Motivating and encouraging enterprising

behaviours

e Acting as a true supporter to the organisation
with the aid of modern technology and strong

competence

e Operating effectively, such as reducing
everyday administration and increasing support

to the organisation

Overview
The table below is the consolidated statement of our operations from the annual financial reports, which
indicates our recent economic performance.

Consolidated statements of operations 2008
Net sales [TSEK] 2121478
Full time employees 396
Profit after financial items [TSEK] 79 240
Equity/assets ratio 13.5%
Balance sheet total [TSEK] 1649 893
Group contribution paid [TSEK] 117 797

2009
1518 869
399

-7 629
19.3%
1275 215
28 057




Market Presence

We deliver our product - aluminium strips to 90 different customers at over 150
locations in 35 different countries.

Indirect Economic Impacts

Investments for the future development

In 2009, the company invested MSEK 62.6 to support future development, including MSEK 36 as
reinvestment. The period of capacity expansion was extended to support the company’s growth in the
coming years.

Environment - related expenditure

Sapa Heat Transfer AB always considers environmental improvements are necessary for our continued
success. Our environmental expenses are included in the normal procurement and investment decisions.
All our operations comply with the environmental standard 1SO14001 and the energy standard
SS627750.

Tax relief of energy consumption

We patrticipated in the Governance Programme for Energy Efficiency (PFE) in Sweden and we obtained
a certain amount of energy savings by our initiatives, so that electricity used for production is exempt
from tax. In 2009, we implemented different energy saving initiatives, which generated about MSEK 3.9
per year in return.



Environmental Responsibility

To contribute to creating a sustainable society for the next generation, our
environmental responsibility is to minimise our environmental impacts and risks.

Goals

Sapa Heat Transfer AB recognises that addressing environmental improvement is a task of paramount
importance to ensure the sustainability of society as well as of our business. We are committed to
continuous improvement in environmental performance, the prevention of pollution and to improving
efficiency in the use of resources including energy, water, and other raw materials. At the same time, it is
the responsibility of each individual employee at Sapa Heat Transfer AB to carry on environmental work
on a day-to-day basis.

Management Approach

According to the environmental statement from our Corporate Social Responsibility Policy®, we:

® recognise our direct and indirect environmental impacts.

® integrate Environment, Health and Safety (EHS) considerations into all operations

® exceed basic compliance with all environmental legislation and regulation, and strive to continually
improve our performance, such as ISO 9001, ISO 14001, SS627750 and ISO/TS 16949.

Overview of our Environmental Performance

In conducting our business, we want to contribute to the sustainable development of our planet while
maximising the value of our business by saving energy, reducing the consumption of raw materials and
minimising our impacts on the environment. Our business is certified under ISO 14001 and the energy
standard of SS627750, which provides guidelines for us to implement the EHS system into all our
operations. We act responsibly in all areas and endeavor to resolve environmental issues together with
our external stakeholders in the future.

Monitoring Environmental Impacts

At Sapa Heat Transfer AB, environmental impacts caused by operational activities are monitored as
follows:

e Noise levels

e Transportation emissions

e Water emissions

e Air emissions

e Waste volume

e  Energy consumption

e  Water consumption

The last two years have been very exciting for Sapa Heat Transfer AB. From financial
crisis to full speed production, and our ongoing expansion plans! Our work with the
implementation of CSR policy and increasing sustainability awareness has led to
many new thoughts and ideas in the organisation , such as Sustainable Product
Development Method, Green IT project, and ‘Sustainable Product Line Project’ to
create sustainable product criteria.

Our good environmental performance is the result of a systematic approach of the
environmental and energy management systems. | am proud of being a part of Sapa
Heat Transfer and | am looking forward to the future with great confidence.

Malin Spangberg
Environmental Manager
Sapa Heat Transfer AB

! Corporate Social Responsibility Policy: www.sapagroup.com/se/heattransfer
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Inputs

Raw Materials

The materials used in Sapa Heat Transfer AB products contain various alloys. For the main material, we
strive to use recycled aluminium as much as we can instead of primary aluminium. The recycled material
contents of other metals vary depending on suppliers in question.

Water Consumption

The water consumed by Sapa Heat
Transfer AB can be divided into two
categories: domestic use and industrial
use. Domestic water is utilised for sanitary
purposes and industrial water is mainly
used for cooling process need. Industrial
water is extracted from the local river and
domestic water is provided by the local
community.

We recognise that water is an
important natural resource, and we
dedicate to reducing water utilisation and
keeping track of our water consuming.

Water Consumption

Year 2008 2009 2010
Domestic use [m?3] 28 352 27 265 40 096
Industrial use [m?3] 2072 936 2 093 454 2 207 635

Energy Consumption
Sapa Heat Transfer AB endeavors to ensure to keep the amount of energy consumed by manufacturing
our products as low as possible. The total energy consumption includes the electricity, heat and propane.

Energy Consumption

Year 2008 2009 2010
Propane [ton] 2179 1992 2176
Heat [MWh] 4942 7712 8 022
Electricity [MWh] 125 157 113 123 139 508

Since 2004, we have been participating in a programme (PFE) headed by the central authorities in
Sweden, which exempted the factory from tax (SEK 5/MWh) on process-related electricity consumption.
The requirement for participating in this programme is to have a certified system for energy use and
report activities and measurable figures, which are initiated to achieve a reduction in energy
consumption and equivalent to the tax exemption. We obtained this certificate in 2006, which helps us
work with energy effectiveness in a systematic way. For the first period of PFE (2004-2008), we reported
an energy reduction of 6800 MWh per year. For the second period (2009-2013), new energy saving
activities shall be presented before July 2011, to make sure that they will be performed as required
before the end of actual period.
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Examples of energy initiatives during 2009 and 2010:

® In 2010 Sapa Heat Transfer signed a contract of energy performance management with an energy
consultant company. Optimisations of heat and ventilation are included in the co-operation. The
approach is to connect all office and manufacturing buildings to be one system, and surplus heat
emitted from one part of this system can be recycled and reused by other parts. One type of
software has been installed to manage and control this energy balance. Estimated savings after the
implementation is about 2800 MW h per year.

® Weintegrated the leakage control of the compressed air system into our ordinary maintenance
programme.

® We held preliminary discussions of how to co-operate closely on energy saving issues with the local
community and local industrial companies.

The energy consulting company has the possibility to monitor and optimise our heating and ventilation
system.
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Outputs

Dust
Sapa Heat Transfer AB has been workingon 012 m Dustinto Air [kg/ton products]
reducing dust emission into air for more than 0.1 & P
15 years by increasing operator’s awareness
and introducing new technologies. We 0.08
monitor emissions and seek to minimise or 0.06
eliminate any adverse impact on the
environment. 0.04
0.02
0 — — — — ||
2006 2007 2008 2009 2010 Local
Authorized
Limit
HCI and HF into Air 2.5
At Sapa Heat Transfer AB, HCI| and HF from 2 W HCl [ton/year]
gases generated by remelting process are s
absorbed by our lime-cleaning equipment '
before they are emitted into the atmosphere. 1
0.5
,om_ - W
2006 2007 2008 2009 2010 Local
Authorized
Limit
Oil into Air 35 - .
Sapa Heat Transfer AB endeavors to reduce 30 m Oil into Air [ton/year]
oil emission (measured as carbon - [C]), and ig
the main trend was significantly declining from 15
2005 to 2008.The gases containing oil from 10
rolling process are purified to more than 90% 5 l . . l
before released into air. The development of 0
emulsions in hot rolling process reduced our 2006 2007 2008 2009 2010 Local
Authorized

oil emissions from that process by 50%.

Limit

Water Emissions

We recognise that water is a precious natural resource and have implemented several initiatives to
ensure water safety, such as keeping track of our water emissions. We do not release hazardous waste
into the local water system, so there is no existing water treatment related to local water resource,
except increasing awareness of our operators to minimise water emissions during their operation

processes.

Emissions into Water

Year

Aluminium into water [ton]
Suspended solids [ton]
Qil/Grease into water [ton]

2008 2009 2010

0.8 0.7 0.6
<5.8 <4.5 <4.7
<0.3 <0.6 <1.2
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Transportation Emissions

We choose sustainable distribution solutions to as great extent as possible. There are initiatives to
optimise the type of transportation vehicles and minimise transportation distance. For instance, truck
distribution from a supplier in Norway was converted into train distribution. Another example is the
investment for loading containers, which enables products to be transported by rail instead of trucks.
With regarding to transportation emissions, we have developed a model to measure emissions’ levels
generated by different modes.

Noise

Noise is mainly generated from fans, internal traffic by forklifts and loaders, and material handling. We
strive to reduce noise generated in our production. In 2010, an external noise investigation was
performed, and all noise sources were measured and their respective contribution was calculated at
different places outside the industrial area. The result shows that we have to invest in noise reduction at
three different sources. Material handling by forklift and other vehicles generated disturbing noise within
one part of the industrial area. To eliminate the inconvenience caused to local residences, a noise barrier
will be established before the middle of 2011.

Greenhouse Gases and Ozone Depleting Substances

Greenhouse gas emissions (most relevant gases are carbon dioxide and nitrogen oxide) are by-products
of our combustion installations. The emissions of greenhouse gases are calculated from the
consumption of fuels (direct emissions). No ozone-depleting substances are used in the production
process.

Training

Within the company, we discuss environmental issues during regular meetings in all departments.
Environmental information of the common interest (for example, result from external audits and
environmental goals) is published on the intranet, highlighted by the management team and presented in
the company’s information meetings.

To raise awareness of sustainability and inform employees about initiatives implemented at Sapa
Heat Transfer, we carried out an internal communication plan in 2010, including sustainability e-learning
course guidelines and tools for managers to communicate with their employees, and a sustainability
campaign-‘Who cares?’ on the intranet. Small group discussions on how to contribute to CSR strategies
have been proceeded in some departments, and will continue in 2011.

According to the environmental policy?, we want more employees to engage in environmental work,
such as trainings, participating in risk rounds, environmental assessments and meetings.

Green IT

At Sapa Heat Transfer, Green IT is the practice of using

information and communication technology in an

environmentally responsible manner, such as promoting

video conference use. For us, we realise that businesses

can benefits from the following aspects by adopting Green IT

initiatives:

e Reduce carbon dioxide emissions and energy
consumption

e Reduce operational costs and increasing efficiency

o Delivery extra value throughout the implementation
process as people like to work in a company with high
environmental conscious.

e Improve customer loyalty by collaborating in a more
environmentally friendly way

There will always be an increasing interest in Green IT in the
near future. We will continue to carry on Green IT education
and implementation at Sapa Heat Transfer.

2 Environmental Policy: www.sapagroup.com/se/heattransfer
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Employees
We are about 500 employees at the end of 2010. We nurture our employees and aim to create a diverse
and dynamic workplace where employees gain satisfaction from their working lives.

600 - 90 -
H Total Employees 80 H Women Employees

500 - 70 -
400 - 60 -

50 -
300 - 40 -
200 - 30 +

20 -
100 10 -

0 - T T . . 0 - T T . T
2006 2007 2008 2009 2010 2006 2007 2008 2009 2010

Management approach for all employees (CSR Policy)

Following the statement from our CSR policy, we aim to fulfill satisfaction of working lives for all present

and potential future employees to create a better workplace. We:

o provide employees with a safe and comfortable environment that supports a healthy life style.

e ensure areasonable work-life balance by providing flexible working hours and working locations.

e give employees the freedom to express their ideas and opinions openly and honestly, and respect
the diversity of all employees

e nurtures employees by helping them gain satisfaction within their personal development.

e ensure the relationship between Sapa Heat Transfer AB and employees is shared responsibility and
shared success through our profit sharing system.

Occupational Health and Safety

Our aim is to create a safe and clean working environment, where everyone enjoys coming to work. At
Sapa Heat Transfer AB, we believe that all injuries, incidents and occupational ill-health should be
avoided and that efficient health and safety work is a core component of every business aspect. We
cannot be the world-class leader in our industry without instilling and sustaining world-class health and
safety performance.

All our managers and employees are committed to integrate health and safety improvements in their
daily work. Our proactive activities help the company eliminate risks before accidents occur. These
activities include safety rounds, risk analysis, rapid case management for reported incidents, taking
health and safety into consideration at the early stages of changes and involvement of contractors in our
safety work.

From 2004 to 2009, the main trend of our safety performance was improved. We had an increased
accident rate in 2010. Fortunately, none of the accident was very serious, but we have taken the trend
very seriously and we will focus even more on the Safety Management and Behavior Based Safety
education, and improving the safety culture. We still strive for zero accidents, and to reach that goal we
constantly need to improve our safety culture - our approach is to take small steps of improvement every
day.

Total Recordable Rate 29.2 135 14.4 11.0 20.6 |
Lost Work Day Rate 23.3 4.5 10.1 0 8.2 |

Monitoring and Follow Up

Sapa Heat Transfer AB conducts annual routine assessments, followed by corrective actions and
periodic management reviews, to monitor and ensure that our health and safety procedures are
operating effectively and efficiently. We also have an internal health and safety reporting program that
ensures all cases will be handled immediately when they happened and all employees will be informed
first hand.

16



Health and Safety Training
Sapa Heat Transfer AB proactively addresses health issues and
takes steps to improve and protect employees’ health. We offer
safety training to all our employees. These courses have been
developed to execute basic safety training efficiently and
consistently. In 2009 and 2010, the safety courses were made
obligatory for all operators. Members are trained and certified to
continue or start to work at Sapa Heat Transfer AB.

In 2009, Sapa Heat Transfer introduced a ‘contractor license’
as a requirement for all contractors before starting work inside
= the industrial area. Over 1000 contractors have received the
licenses after trainings in environmental, health and safety during
2009 and 2010. For us, the key aspect of a good safety culture is
= to have high awareness of safety behavior. To make people more
J aware of risks and be able to recognise them during daily work,
an education plan is set to introduce Behavior Based Safety
knowledge to all employees.

Sapa employees

Human Rights

Employee’s Further Development

Sapa Heat Transfer AB employs the most capable and enthusiastic people and seeks to enable them to
achieve their potential. We hold the conversation of “in need of education” with our employees to discuss
their further developments. All employees will receive their own suitable training, which will be monitored
by responsible managers. The sustainability of our business depends on our commitment to value, retain,
and development our existing employees.

Encourage and Respect Gender Diversity

Sapa Heat Transfer AB aims to stimulate a corporate climate
that encourages and respects the gender diversity at our
working places.

We think it is important to create an appropriate gender-
mixed workforce. There is a conscious endeavor to achieve
a better gender balance, both in positions in the organisation
and in management groups and group networks. Therefore,
our gender diversity initiatives are in line with other business
objectives.

Flexible Working Hours and Locations

Sapa Heat Transfer AB seeks to increase employee’s
productivity by providing flexible working hours and
locations. We promote and encourage a work—life balance
that enables employees to fully demonstrate their abilities by
combining caring for family with their jobs.

Sapa employees

Our Workforce at A Glance

Year 2006 2007 2008 2009 2010
Total Employees 393 395 396 413 498
Woman 55 55 60 68 83
CEneEr ey 338 340 336 345 415
<40 432 35.7 41.1 441 465
41-49 317 336 32.7 28.7 28.9
Age [%] 5459 17.8 20.6 19.1 206 19.8
60+ 7.4 10.1 7.0 6.6 4.8
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Society

Sapa Heat Transfer AB recognises our duty to be involved in our local communities, and we aim to
support the creation of prosperous, educated and healthy communities. We aim to promote a positive
relationship with members of the local community.

Management Approach

We engage with the local community activities as much as possible. To contribute sustainable

development of local communities, we:

e encourage dialogues with local communities for long-term mutual development.

e provide resources to support the charities and organisations within our communities that make them
a better place to live, work, and play to help create a sustainable society.

o develop strategic programmes for local communities, which consists of three main pillars: create a
shared universe of its knowledge, participant the further development of the dynamic culture and
support sport activities that give children and young people in particular the best possible conditions
for pursuing an active and healthy lifestyle.

Social initiatives “for the next generation”
Sapa Heat Transfer AB is part owner of Curt Nicolin School, and provides training programmes to
stimulate the students’ interest in industrial science and technology and to nurture their talent and
creativity. Each year, students are welcomed and organised to do internship in our company. We
educate them about industrial safety and environmental knowledge.

We realise that it is important that young students will receive the right education, and we provide
them the knowledge related to the importance of keeping away from drugs and smoking.

To contribute to a sustainable society, Sapa
Heat Transfer supports different types of local
activities. Besides local sport associations
and the Curt Nicolin School, we support a
number of dedicated areas, such as traffic
education for young children, drug and
violence preventing activities for youth, and
anti-littering activities.

Lt RHER

it A at i F
awings by the young children from the traffic knowledge training course.)

Contributions to creating a sustainable society
We provide a fund to support different activities in the local communities. We usually participate in
sponsoring initiatives with other Sapa companies as a whole Sapa group. During 2008, the Sapa group
supported community development initiatives, donating approximately MSEK1.4.

In 2010, we cooperated with an organisation which helps people with a criminal background get back
into the society.

Sustainability communication - The internal communication is
crucial when it comes to sustainability. The understanding and
commitment from the co-workers is the power you need to achieve
success. We have had a strong communication plan through the
initiation of our sustainability work and we will maintain it as a
steering document.
Anna Stenlund
Communications Manager
Sapa Heat Transfer AB
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Product Responsibility
Provide Aluminium Solutions for Future Generations

]
Our Vision
We aim to be the preferred global solutions provider fqr heat excliangers, recognized by world class
value propositions in product & process technology, gpality, service, flexibility, and our contribution to
sustainable development.

World Class Products
Sapa Heat Transfer AB manufactures heat transfer strips which are adapted for different types of heat
exchangers: radiators, heaters, oil coolers, charge-air coolers and air-conditioning SySi€i§s. To be valued
as the leading supplier of heat transfer solutions, we:
-are continuously working with quality, assurance and improvements of processes and products.
-work closely together with our customers in quality issues.
-have a reliable quality control system including internal audits.
_ -perform quality control and inspection.

| Products ' Product Application | Product Thickness

Fin Materials Clad Fin i <0.2 mm with typical gauges

Unclad Fin
dourt . Tube
roducts a .
pa Glance Tube Materials 0.2 mm-0.6 mm

Tube Plate

Thick Materials Header >0.6 mm

Sapa Heat Transfer AB is developing products to meet our customers’ current
and future demands. There is a continuous development to reduce the weight
and increase the performance of heat exchangers in automotive applications,
and by offering alloys with higher strength and improved corrosion resistance.
Sapa Heat Transfer AB is supporting our customers in their development.

Lisa Abom
Product Development Manager
Sapa Heat Transfer AB
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Creating Customer Value

Responsibility to customers according to our CSR policy

We seek to establish a long-term and mutually beneficial relationship with all customers. We aim to

develop aluminium solutions suitable for customer’s requirements in terms of satisfaction, reliability and

trust. We:

o always listen to our customers’ desire and we are committed to meeting and exceeding their
expectations.

o provide more environmentally friendly products and services to our customers by using our superior
technology and innovation to reduce harmful effects on the environment.

o provide clear information to our customers on the direct and indirect social and environmental
implications of our products and service.

e ensure that all customers have easy access to our services.

Genesis — our production system

Genesis has been used to focus on creating customer value by:

o stable and capable processes enables waste elimination and demand-driven production

e consistent product properties contributes to increasing our customers’ productivity, efficiency, and
competitiveness.

Sustainable Product Innovation

Sustainability Assessment

In order to supply sustainable products, we make every effort to
increase recycled aluminium use, minimise energy consumption,
and reduce emissions at the early stage of product design. During
2009 and 2010, Sapa Heat Transfer has developed a
sustainability assessment method which is used to evaluate
sustainable impacts for the whole life cycle stages of our
products.

Recycled Alumimium Product Development

In order to minimise the use of natural resources, such as metal
materials as well as energy, Sapa Heat Transfer’s objective is to
utilise recycled aluminium as much as possible. At the beginning
of 2010, we established the collaboration in the Sapa group to
develop alloys that will be able to absorb more recycled materials
to contribute to a better world.

The third party recommendation from The Natural Step?®

We use four sustainable principles® to guide our operations, and we aim to develop our future products
and reconcile our existing products in line with a long-term sustainability perspective. The sustainability
assessment method based on ‘strategic life cycle management’ (SLCM) thinking and Life Cycle
Assessment (ISO1404X) for assessing sustainable impacts at each life cycle stage of a product have
been developed. The assessment process of products involves collaboration and engagement from
different functions, such as manufacturers, product designers, suppliers, customers and final consumers.
Recently, we collaborated with 'The Natural Step' (TNS) to review our method, and we received their
feedback - Third Party Commentary which will help us to improve the method itself and implementation
progress.

% The Natural Step is an international non-profit organisation, advising enterprises and other organisations on strategic
sustainable development (source: http://www.naturalstep.org/en).

Basic four sustainability principles based on a scientific world view were designed by The Natural Step to define
minimum constrains of a sustainable society.
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Appendix: Third Party Commentary from The Natural Step

e Introduction

The Natural Step has conducted a review of Sapa Heat Transfer’s
Sustainability Analysis Methodology, a tool for use within product
development at the company. This is a desktop review based upon
dialogue with key personnel responsible for the methodology and
documentation provided to us. It does not include review of all
sustainability activities at the company, though we comment on
aspects relevant to tool development and use.

e Tools for sustainability

In order to assess the strengths and gaps of any tool, one must
keep sight of the desired outcomes and factors surrounding their
use. We have used the Framework for Strategic Sustainable
Development and the underlying method of backcasting from
sustainability principles5 to understand Sapa Heat Transfer’s
sustainable business agenda. Guiding questions are:

1. SYSTEM - Is the approach to sustainability comprehensive,

dzaAy3d BeRaBYBR LISNBRLISOGABSK

2. SUCCESS ¢ Are the company vision and goals clearly aligned
with the requirements for a sustainable society?

3. STRATEGY - Do sustainability initiatives follow clear guidelines
for working towards success?

4. ACTION - Are business actions or planned actions prioritized as
strategic moves towards success?

5. TOOLS - Has an appropriate set of supporting tools been
selected, developed and incorporated into working processes?

e Sustainability Analysis Methodology 7

Distinguishing Features

The Sapa Heat Transfer’s methodology uses the Framework for
Strategic Sustainable Development and aims to 1) assess
sustainability performance of aluminium products 2) help all
stakeholders to understand the impacts and issues 3) enable
designers and decision makers to focus on the sustainability
potential of their products. In describing the approach we note the
following promising features:

e Astrategic life cycle management perspective — it covers the
product life cycle from a backcasting perspective with the aim
of identifying strategic pathways toward sustainability. This
approach is encouraging as it should ultimately lead to
sustainable redesign rather than purely impact minimization.

e  Use of robust sustainability criteria - The Natural Step four
‘system conditions’ are used as sustainability criteria. These
principles describe the root causes that need to be addressed
to achieve a sustainable state and allow for screening of all
downstream issues. Experience shows that these principles
provide a shared definition of sustainability in terms that are
scientifically robust, readily understood and actionable.

e  Alignment with guidance standards — the methodology cross-
references sustainability practice benchmarks such as
1ISO14001, GRI sustainability reporting indicators etc. This
provides assurance that relevant aspects are being included.
Efforts are also being made to align the methodology with the
international standard for LCA studies.

® The Framework is an internationally recognized, peer reviewed planning
approach. Itis often referred to as The Natural Step Framework after the
NGO that has facilitated its development and open dissemination.
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e Status, Use and Outcomes

The approach is still being piloted and refined. We have suggested
areas for improvement and note positively that Sapa Heat Transfer
wishes to build upon the current status with continuous research
and development. Today, it offers value in prompting learning,
raising awareness, focussing sustainability analysis at the product
level, creating internal discussion and elevating the conversation
to higher levels within the company.

It is also encouraging that Sapa Heat Transfer is communicating it
is on a journey toward sustainability and that capacity building
efforts are underway internally, along with plans to use results
from the methodology to engage customers and suppliers on
sustainable product development across the value chain.

e Putting the tool in context of the business agenda

The follow areas are noted for Sapa Heat Transfer’s future
consideration:

e Process for applying the methodology — In coming versions of
the methodology, we would like to see explanation showing
how it is being used in practice and integrated within product
development processes. For example, what up-front training
is required to apply the methodology, how are results shared
and what decision-making takes place based on the results?

e Linking with the overall approach to sustainability ¢
sustainable product development must deliver on sustainable
business objectives. Therefore, it is imperative that initiatives
at the product level are connected to the business strategy,
particularly since some issues raised must be dealt with on a
corporate level (or led through other corporate functions).

e  Clearer articulation of product sustainability goals — for a
backcasting approach to be truly effective the overall goals
must sufficiently described and integrated into supporting
tools to guide action. For example, what does a sustainable
aluminium product service system look like in practice? We
see that the tool can help both to measure progress as well as
identify or refine the most appropriate goals over time.

e  Reporting of progress ¢ Sharing future learning outcomes and
concrete progress attributed to the assessment methodology
will also be important for stakeholders.

e Concluding Remarks

Sapa Heat Transfer’s Sustainability Analysis Methodology is a
promising approach that has the right fundamentals in place to
support backcasting from sustainability principles. We recommend
a structured review process be set up to ensure the tool is further
developed in line with the overall sustainable business agenda. We
also congratulate the company for progress to date.

the NATURAL STEP Richard Blume

Senior Advisor, The Natural Step International
The Natural Step is an international not for profit organization dedicated to
sustainable development. The Natural Step acts as a catalyst for society,
bringing about systemic change by giving decision-makers a common,
science-based understanding of sustainability, and a framework to make
decisions in a genuinely sustainable way. www.thenaturalstep.org
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GRI Index

Indicator Summary Report Page
Status

1. STRATEGY AND ANALYSIS

1.1 Statement by the President ) 4

1.2 Presentation of impact, risks @ 1

and opportunities

2. ORGANISATION

2.1 Name of organization o 1

2.2 Products and services Y 1

2.3 Organizational structure Y 6

2.4 Location headquarters ) Back Cover

2.5 Countries where located ) 1

2.6 Nature of ownership Y 1

2.7 Markets Y 1,9

2.8 Size of the company Y 1

2.9 Organizational changes o) None

2.10 Awards e} U/A

3. REPORTING PARAMETERS

Report Profile

3.1 Reporting period ) 2

3.2 Previous report Y 4

3.3 Reporting cycle [0} 2

3.4 Contact information regarding Y Back Cover

the report

Report Scope and Boundary

3.5 Process for defining report Y 2

content

3.6 Scope [ 2

3.7 Scope limitations Y 5

3.8 Reporting principles for jointly o) N/A

owned companies, subsidiaries etc.

3.9 Data measurement techniques ) 2

3.10 Re-statements of information O None

(from previous reporting)

3.11 Reporting changes (from o) None

previous reporting)

GRI Content Index

3.12 GRIl index o This Page

Assurance

3.13 Policy and practice for external o) N/A

assurance

4. GOVERNANCE, UNDERTAKINGS AND

INVOLVEMENT

Governance

4.1 Governance structure ) 6

4.2 Role of the Chairman of the ) 6

management team

4.3 Independent or non-executive e} N/A

members of the board

4.4 Mechanism for shareholders e} N/A

and employees

4.5 Remuneration to senior o) N/A

executives

4.6 Processes regarding conflicts of o 6

interest

4.7 Expertise highest governance ) 6

body

Indicator Summary Report Page
Status

4.8 Mission, values, code of conduct Y 4

etc.

4.9 Monitoring of the sustainability @ 6

work by the highest governance

4.10 Evaluation of the highest e} N/A

governance

Commitments to external initiatives

4.11 Precautionary approach(risk @ 10, 20

management in operational

planning or the development and

introduction of new products)

4.12 Externally developed principles [0} 7
4.13 Memberships in associations ) 6
Stakeholder Engagement

4.14 List of stakeholder groups Y 6
4.15 Identification and selection of @ 6,7
stakeholders

4.16 Approaches to stakeholder Y 6,7
engagement

4.17 Key issues through Y 6,7
stakeholder engagement

5. ECONOMIC INDICATORS

Economic Performance

ECL1. Direct economic value [ 8
generated and distributed

EC2. Financial implications due to (o) 9
climate change

EC3. Coverage of the organization’s (o) 9
defined benefit plan undertakings

ECA4. Financial assistance received Y 9
from government

Market Presence

EC6. Spending on locally-based o) 6
suppliers

EC7. Local hiring o) N/A
Indirect Economic Impact

EC8. Investments in infrastructure ) 18
and services for public benefit

6. Environmental INDICATORS

Materials

EN1. Materials used by weight @ 11
volume

EN2. Recycled input materials Y 11, 20
Energy

EN3. Direct energy consumption Y 11
EN4. Indirect energy consumption Y 11
ENS5. Energy saved due to o 9, 11,12
conservation and efficiency

improvements

ENG. Initiatives to provide energy- o 9,11,12

efficient or renewable energy-
based products and services and
reductions

®: Completed  @: Partially Completed O : Not Reported
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Indicator Summary Report

SIEW

Page

Water

EN8. Total water use
Biodiversity

EN11. Location land in protected
areas

EN12. Significant impacts on
biodiversity

Emissions, Effluents and Waste
EN16. Direct and indirect
greenhouse gas emissions

EN17. Other relevant indirect
greenhouse gas emissions by
weight

EN18. Initiatives to reduce
greenhouse gas emissions and
reductions achieved

EN19. Ozone-depleting substances
EN20. NOx, SOx air emissions
EN21. Total water discharge
EN22. Total weight of waste by type
and disposal method

EN23. Total spills

EN26. Initiatives to mitigate
environmental impact of products
and services

EN27. Percentage of products sold
and their packaging materials that
are reclaimed by category
Compliance

EN28. Monetary value of significant
fines and total number of non-
monetary sanctions for
noncompliance with environmental
laws and regulations

7.Social Indicators

Labor Practices and Decent Work
Employment

LA1. Breakdown of total workforce
LA2. Employee turnover
Labor/management Relations
LA4. Percentage of employees
covered by collective bargaining
agreement

LA5. Minimum notice period(s)
regarding operational changes
Occupational Health and Safety
LA7. Rates of injury, occupational
diseases, lost days, and
absenteeism

LA8. Education, training,
counseling, prevention and risk-
control programmes in place to
assist workforce members, their
families, or community members
regarding serious diseases
Training and Education

LA10. Training per employee
category

Diversity and Equal Opportunities
LA13. Composition of governance
bodies and breakdown of
employees per category according
to gender, age group, minority
group membership and other
indicators of diversity

LA14. Ratio of basic salary of men
to women

P 11

@) N/A

N/A

14

U/A

14

14
N/A
13
13

[ JON

13
20

N/A

None

5,17
17

6, 16

5,16

17

16, 17

5,6, 17

N/A
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Status

Page

Human Rights

Investment and Procurement Practices
HR1. Significant investment e}
agreements that include human
rights

clauses.

HR2. Screening of suppliers on
human rights
Non-discrimination

HRA4. Incidents of discrimination @)

Freedom of Association and Collective Bargaining
HR5. Operations identified where e)

freedom of association and
collective bargaining may be at risk
Child Labor

HR6. Operations identified as
carrying risk for incidents of child
labor

Forced or Compulsory Labor
HR7. Operations identified as
carrying risk for incidents of forced
or compulsory labor

Society

Community

SO1. Impact on communities
Corruption

SO2. Percentage and total number
of business units analyzed for risks
related to corruption.

SO3. Employees trained in
organization’s anti-corruption
policies and procedures

SO4. Actions taken in response to
incidents of corruption

Public Policy

SO5. Public policy positions and
participation in public policy
development

SO8. Monetary value of significant
fines

Product Responsibility
Customer Health and Safety
PR1. Improving health and safety
impacts across the life cycle
Product and Service Labeling
PR3. Product information and
labeling

Market Communication

PR6. Marketing communications
Compliance

PR9. Monetary value of significant
fines

Extra Notes:

N/A: Not Applicable

U/A: Unavailable

None: None ldentified in 2009 and 2010

N/A

6,7

None

None

None

None

18

N/A

N/A

N/A

N/A

None

19, 20

19

19

None



Explanation of Indicator Omissions

2.9 None: There were no significant changes in 2009 and 2010.

2.10 and EN17 U/A: Unavailable information that has the possibility of being reported in the future.

3.10 and 3.11 None: There are no re-statements and reporting changes from the previous Sustainability
Report.

3.8 N/A: Sapa Heat Transfer AB does not participate in joint ventures.

3.13 N/A: No external assurance was obtained, but the report complies with our official annual reports of
both finance and environment.

4.3, 4.4, 4.10 and EN27 N/A: Here the information is not applicable for Sapa Heat Transfer AB.

EC 7 N/A: Sapa Heat Transfer AB strives to be a global work force.

EN11 and EN12 N/A: Sapa Heat Transfer AB’s production sites do not create any damage to local
biodiversity.

EN19 None: No ozone-depleting substances are used in the production process.

EN 20 N/A: The amounts of NOx and SOx emissions are certainly small, which can be neglected
according to the local environmental regulations.

EN28, SO8 and PR9 None: No fines associated with Sapa Heat Transfer AB were imposed in 2008.

LA 14 N/A: At Sapa Heat Transfer AB, salaries are decided according to the nature of duties performed.
HR 1 N/A: Sapa Heat Transfer AB respects diversity in working place and complies with local regulations
instead of significant investment agreements on human rights clauses.

HR4, HR5, HR6 and HR7 None: No related cases were identified in 2009 and 2010.

S02, SO3 and SO4 N/A: All operations of Sapa Heat Transfer AB follow local regulations, and there
were no known cases of any form of corruption in 2009 and 2010.
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Editor: Ye Yan (Development Engineer)

Contributors: Anna Stenlund (Communications Manager), John Blide (Customer
Programme Manager), Lisa Abom (Product Development Manager), Liselotte Flemvik
(Economic Manager), Lena Mansson (Personnel Administrator), Malin Spangberg
(Environmental Manager)

The contact person for this report is: Malin Spangberg (Environmental Manager, Sapa Heat
Transfer AB)

For inquiries and comments regarding this report or Sapa Heat Transfer AB’s sustainable
initiatives:

Sapa Heat Transfer AB

SE-612 81 Finspang, Sweden

W ebsite: www.sapagroup.com
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