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CEO foreword

CEO foreword

he importance of sustainability has been growing alongside

increasing concern about the accelerating deterioration of nat-
ural resources and the consequences for economic and social de-
velopment. Along with increased awareness, companies have start-
ed to inject sustainability into their operations and rightly so; we
all need to take responsibility for ensuring we do not consume our
own planet.

Outokumpu developed its first environmental policy already in the
1960s. Since the 1990s, we have reduced our carbon footprint by
40%, and we are targeting a further reduction of 20% by 2020. We
will achieve this by improving energy efficiency, using low-carbon en-
ergy sources and continuously improving our production processes.

Today, sustainability is an integral part of our operations and em-
bedded in our products. Stainless steel in itself is a sustainable
material, optimal for a more sustainable world; it is 100% recycla-
ble, strong and durable, corrosion and heat-resistant and hygienic.
The environmental impacts from its use are close to non-existent.

We have worked hard to form a perfect life-cycle, making sure
that we create products that stand the test of time, even in the
most demanding conditions; products that at the end of their long
life-cycle are re-used to make new products. Today, the recycled
content in our stainless steel is more than 80%, compared to the
industry average of 60%, an achievement confirmed by an exter-
nal auditor in 2012.

In 2012, we also continued to receive wide recognition for our
sustainability work in general. Outokumpu was included in the Dow
Jones Sustainability World Index for the sixth time running and the
Carbon Disclosure Leadership index for the third consecutive year.
For the first time, Outokumpu was also rated Prime company by
oekom research AG. The recognition we have received is encour-
aging, and it spurs us on to improve our performance even further.

The Dow Jones Sustainability Index gave our climate strategy, en-
vironmental policy and management systems the highest possible
score. | am particularly proud of the fact that in Occupational Health
and Safety, Outokumpu was deemed to be the industry leader. The
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OUI’ UaCK l’eCOFd aS commitment of our highly skilled employees is key to our success,
. and we want to provide a safe working place everywhere we oper-
aﬂ IﬂdUSUy |ead€r ate. Thus, we will continue to implement efficient safety systems

. . . . and processes, and strive for full employee engagement.
Iﬂ SUSta | ﬂa b| | |ty |S At the end of 2012, after acquiring Inoxum, Outokumpu became
. the new global leader in stainless steel. We are now rapidly tak-
teSJU mOﬂy tO OUI’ ing new production units and professionals from Inoxum on board

. . . " our environmental program. We want to continue to be an industry
COﬂtﬂbUUOﬂ tO SOC|ety leader in sustainability as well, and | have no doubt that we can
achieve great results together.

We believe that stainless steel and high-performance alloys are
the materials for building a long-lasting world. Sustainability sets
the basis for our competitiveness and future growth. As global
leader, we will continue to work together with our customers and

Check video: partners to create solutions for the tools of modern life, and for
the world’s most critical problems like energy, clean water and ef-
ficient infrastructure.

Our track record as an industry leader in sustainability is testi-
mony to our contribution to society.

Mika Seitovirta,
CEO
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Outokumpu stainless steel builds renewable energy solutions

Torresol Energy of Spain uses Outokumpu steel-in first commercial central-tower helio-
stat plant in the world, with heliostats reflecting the sun’s heat to a central tower that
absorbs 95% of the heat energy and generating enough electricity to power 30.000
homes when finished.

Shuweihat desalination plant in the United Arab Emirates provides water in a country
which lacks natural freshwater resources. Outokumpu’s duplex stainless steel'was cho-
sen for its high corrosion-resistance, strength and possibility of thinner material gauges.

Crescent Dunes Solar Energy Project in Tonopah, Nevada, USA is the largest power
plant of its kind in the world, providing some 100 MW of clean renewable and sustain-
able energy, even when the sun hasn’t shone for up to 15 hours. Outokumpu supplied
constructors quarto plate tailored for their hot nitrate salt storage tanks:

;sponsible
ustainability ..

—
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A Buddhist temple in Chounburi,
Thailand lays its concrete-foundation
with'lean duplex reinforcement bar
from Outokumpu: The ambitious goal
is to have the structure of the Chedi,
or the pagoda, to serve more than
one thousand years:
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A question of common sense

uestion: What is the single biggest

stainless steel product in the world?
Answer: The humble kitchen sink. Along
with cutlery, these common household
items are used in hundreds of millions of
homes around the world. It just so happens
that the kitchen sink is also a great example
of the benefits of stainless steel: the need
to withstand daily wear and tear; constant
subjection to water, corrosive substances
and heat; the need to look good every sin-
gle day of the year with a minimum of effort;
and last but not least, the ability to uninstall
the product and recycle it at the end of the
product’s life.

Outokumpu claims stainless steel is good
for the planet and its future. And that produc-
ing more of it in a responsible way, as a sub-
stitute for more traditional materials, is the
company’s best contribution to sustainability.

This argument is based on the fact that
the world needs stainless steel to build solu-
tions to address the global megatrends in a
sustainable way. These megatrends include
the pursuit of economic growth, the rise in
world population, urbanization and mobility,
as well as climate change and the scarcity of
natural resources.

The big industries of the world — oil and
gas, chemical, engineering, medical, con-
sumer goods, construction, transport and
energy — are under immense pressure to de-
liver more goods in a sustainable manner, be
it energy, clean water, housing or transport.
To do that, they need machinery and equip-
ment that is built from materials with excep-
tional properties: strong but light, durable,
corrosion-resistant, heat-resistant, hygienic
and recyclable, yet beautiful to the eye. They
need stainless steel.

It's a well-researched fact that stainless
steel is a far more sustainable material than
carbon steel or similar materials, which rust
and corrode, have more limited features or
end up as landfill after some years. The sim-
ple fact is that high-quality stainless steel
can last for centuries.

One of the most fascinating and unique
qualities of stainless steel is its ability to self-
repair. A damaged surface interacts with ox-
ygen from either air or water to return the
surface to its original state. This self-heal-
ing property, called self-passivation, means
maintenance or replacement costs are virtu-
ally non-existent. It both increases the life
span of the product, and preserves the natu-
ral beauty of stainless steel.

To be called stainless steel, the material
must contain a minimum of 10.5% chromium.
In fact, it's the chrome that makes stainless
steel stainless: it gives stainless steel its cor-
rosion and heat-resistant properties, ideal for
applications like heavy industry, bridge-build-
ing and transport. Adding chrome to iron and
other alloying compounds give stainless steel
strength and durability, which allow lighter

components to be built without compromis-
ing safety or mechanical properties.

Outokumpu is the only stainless steel pro-
ducer to be backward integrated — that is, to
have its own chrome mine totally integrat-
ed with a large stainless steel mill to form a
seamless operation that maximizes both ef-
ficiency and safety for the environment.

When a stainless steel product comes to
the end of its life, we can feed 100% of the
stainless steel back into production, without
any degradation, to make new stainless steel
and bi-products. This not only saves deple-
tion of scarce natural resources, but also
saves all the energy and costs related to min-
ing and processing new materials.

Stainless steel from Outokumpu contains
an average of over 80% recycled material
compared to the industry average of 60%.
Just to illustrate what this means for reduced
energy consumption, this 20% difference in
Outokumpu’s own annual production alone
already saves around 2 million tonnes of
carbon dioxide a year, which is the weight of
about four supertankers.

We only have one planet and it’s important
to understand how we can minimize the im-
pact of our growing consumption on the en-
vironment while maximizing benefits for our-
selves. By calculating the total life-cycle cost
of materials — from supply and production to
usage and end of life — we can see stainless
steel affords the best of both. It neither ben-
efits business or the environment to look at
just short-term production cost or price.

Outokumpu carries on this life-cycle think-
ing in high-performance stainless steel and
alloys. Because of superior characteristics,
these advanced materials bring new oppor-
tunities for designing more sustainable prod-
ucts in, for instance, aerospace and medical
appliances, where correspondingly heat-re-
sistance and biocompatibility simply have to
be the best there is. In the future, we might
also see even other advanced materials such
as carbon fibers and nanomaterials in spe-
cial applications. Whatever tomorrow brings
along, Outokumpu will be there, producing
materials for a sustainable future. m

OUTOKUMPU STAINLESS STEEL

RECYCLED CONTENT
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“Architecture, building and construction
are a focal point for sustainability be-
cause this sector represents such a large
percentage of society’s raw materials, en-
ergy, emissions and land fill waste. The
latest demands from large building own-
ers are for designs that achieve a mini-
mum building service life of 75 years or
more without replacement needs. Tall-
er buildings are a good solution for sus-
tainability because they help to counter
urban sprawl, enable mass transit effi-
ciency and allow for more green spac-
es. Metal cladding is a popular material
choice for tall buildings because it reduc-
es building weight, which in turn reduc-
es structural component cost. Most of
the world’s population lives in areas with
coastal and/or deicing salt exposure and
in the developing world many locations
also have high pollution levels. All these
requirements for longevity, strength, cor-
rosion-resistance and aesthetic proper-
ties make stainless steel a logical mate-
rial choice in bridge decks, high-rise build-
ings and industrial structures alike.

“Selecting the correct stainless steel
and finish is critical to achieving suc-
cess in our sector. Outokumpu has spon-
sored atmospheric corrosion research in
locations around the world and stainless
structural research. Both characteristics
led to the specification of 2205 duplex for
the King Abdulaziz Center for Knowledge
and World Culture in Saudi Arabia.”

Catherine Houska,
Senior Development Manager,
TMR Consulting
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Sustainable operations

I n addition to having excellent life-cycle
qualities, stainless steel is an ideal ma-
terial to build solutions for a more sustain-
able world. But it’s not only what you do,
it’s how you do it. Outokumpu aims at re-
sponsible production because it is makes
the company more competitive as well as
being good for the planet. For example,
Outokumpu melt shops emit over 90% less
direct carbon dioxide than steel production
based solely on virgin materials, with 70%
less energy consumption. As the new global
market leader, the company wants to set a
good example and be a benchmark in sus-
tainable operations for the industry.

Helping the planet can mean
helping profitability too

Juha Ylimaunu, Senior Vice President —
Environment & Quality at Outokumpu, ex-
plains: “We have a long tradition in environ-
mental protection. Energy efficiency, better
use of raw materials and recycling go hand
in hand with product development, produc-
tion efficiency and economy. We have al-
ways aimed to make more out of less.”

Outokumpu ensures responsible practic-
es across its operations via a cross-func-
tional network. Guidance on everyday pri-
orities is driven by a uniform strategy that
also targets safety, stakeholder priorities,
risk management and the needs of the en-
vironment.

Ethical sourcing of
raw materials

Outokumpu has developed materials that
make the most of nature’s valuable and ir-
replaceable resources. It has an ongoing di-
alogue with its suppliers and business part-
ners to ensure its own ethical and safety
standards, legislation and increasing stake-
holder expectations are taken into account
in the materials it purchases. Outokumpu
participates in the development of industry
sourcing practices and trains its procure-
ment staff extensively.

In 2012, the company undertook an
extensive supplier survey to review the
Environmental Management Systems
(EMS) and Occupational Health and Safety
(OHS) policies of its suppliers. The subse-
quent evaluation of supplier performance
and practices covered more than 95% of
Outokumpu'’s total spending on materials
and supplies. From this, Outokumpu has
created a set of supplier requirements cov-
ering over 90% of Outokumpu’s spend on
procurement and helping the company in
doing site audits at suppliers.

Addressing climate change
and energy efficiency

Because of the high temperatures and
heavy machinery needed to produce stain-
less steel, the industry is very energy-in-
tensive, even if that burden is offset by the
net benefit of stainless steel for sustain-
ability. Outokumpu prides itself on proac-
tivity, and its Environmental Management
System aims at continuous research and
improvements in direct and indirect energy
consumption and waste management.

Over the years, the company has made
considerable progress reducing emissions,
waste and the use of energy. The carbon
footprint of Outokumpu’s main products is
over 40% smaller than it was in the 1990s,
a massive 5.4 million tonnes reduction
in CO2 emissions. Over the last 10 years
alone, the company has reduced CO2 emis-
sions by 25% for each tonne it produces.
There is a further target to reduce direct
and indirect CO2 emissions by 20% per
tonne by 2020 by energy efficiency, low-
carbon electricity, optimal production levels
and smarter travel and logistics.

For energy, Outokumpu uses natural gas,
propane, heavy fuel oil and electricity. Its
total energy consumption equals that of
about 140 000 households or 20% of a nu-
clear power station. In the past five years
the company improved efficiency by some
6%, equivalent to the energy consumed by
about 7 000 homes. The company aims
to save a further 5% energy consumption
by the year 2020, through more efficient
use of raw materials, process integration,
heat recovery, and increasing use of low-
carbon energy sources, such as hydro-elec-
tric wind power. Over 70% of the electrici-
ty Outokumpu uses already originates from
low-emission sources.

Waste management

In waste management, the company tries
to find preventative remedies through new
processes, use of by-products and Best
Available Technology. For example, when
making fine concentrate at the mine,
Outokumpu uses only gravity and water, no
chemicals. Outokumpu also recycles waste
materials like carbon monoxide throughout
the production process.

The high temperatures in stainless steel
production require huge amounts of water
for cooling purposes. Outokumpu treats wa-
ter with chemicals to render it clean and
safe. In the Tornio plant, for instance, when
water is eventually discharged, there are
fewer metals in it than natural loadings in
local rivers.

Outokumpu continues to research, moni-
tor and develop solutions to reach its ulti-
mate goal for zero waste material in stain-
less steel production.

5

The company carefully monitors former
production sites and, if feasible, restores
them to their natural state.

Recycling

By recycling throughout the entire value
chain, from raw materials to end of life,
Outokumpu is able to proactively reduce
its energy consumption, emissions and
waste. The company’s recycling activities
begin with feeding scrap into its manufac-
turing process. 80% of the company’s stain-
less steel produce comes from recycled ma-
terial, compared to the industry average of
below 60%.

Outokumpu also recycles other produc-
tion-related materials very efficiently. Over
the last decade, Outokumpu has invested
significant amounts of money and resourc-
es in order to find ways to utilize and re-
cycle inevitable material streams related
to steel and ferrochrome production. The
Group has developed various different slag
products, for instance using slag in road
building as a substitute for crushed stone.
As it turns out, Outokumpu’s slag has prov-
en to give better road performance in icy
conditions than conventional road materi-
als. Outokumpu solves the problem of dust
by efficiently capturing over 99% of it, after
which dust goes through treatment where
metals are separated and returned to the
melting process. Water is recycled and,
for instance, at the mill in Tornio, used ten
times on average. Afterwards it is used for
making for instance concrete.

When in use, stainless steel has minimal
environmental impacts throughout its life-
cycle, as many studies into life-cycle man-
agement show. And, last but not least, the
stainless steel end product at the end of
its life cycle is fully recyclable. Outokumpu
is playing its part to increase take-back
through product design, training and cam-
paigns, for instance with the World Steel
Association’s recycling initiative.

What next?

Says Juha Ylimaunu: “By 2020, 95% of
all our production-related material side
streams should be recycled and the car-
bon footprint of our main products should
be further reduced by 20% per tonne. We
are a global enterprise and the expanding
markets are outside Europe. It is widely ac-
cepted that European steel is produced
with less emissions than steel produced
elsewhere and our technology is a front-
runner. We have the will and the know-how,
and that is the basis for sustainability.” m



Sustainability Report
Health and safety in the

o} R el

grew to be a core
u's operatio

¢ A
p’ f ol




Sustainability Report 2012
Health and safety in the genes

I n 1975, around the time Outokumpu ex-
panded its interests in stainless steel,
a young medical doctor called Markku
Huvinen got his first job as plant physician
at the Tornio works. The company had 16
mines back then. Markku remembers a spe-
cific day on June 1975: “One of our sinter-
ing plant workers came in, blew his nose
and asked me ‘What does this do to my
health?’ It was a legitimate concern. | asked
around about dust exposure in stainless
steel production but to my surprise there
was no scientific data available. I'm glad
Outokumpu had the foresight to take this
seriously. Unlike most stainless steel mak-
ers, having our own mine has forced us to
prioritize health and safety in all our opera-
tions. It’s in our genes.”

‘Outokumpu intends
to remain the leader
also in health and
safety by researching,
anticipating and
responding to
concerns.”

Markku Huvinen,
Chief Medical Officer

Markku initiated the world’s first system-
atic measurement of exposure to chromi-
um and other compounds connected with
stainless steel production and managed it
for the next 13 years before moving to the
head office. He has since gained his PhD in
the effects of chromium exposure to respi-
ratory health in the stainless steel industry.

To be fair, the company began protect-
ing the health of its employees long before
this. Outokumpu opened its own hospital in
1913 for staff and their families. It ran its
next hospital for 35 years before selling it
to the public health service for one Finnish
Mark (about ten euro cents). The compa-
ny first started monitoring dust exposure
in 1938, a year after wet drilling was intro-
duced, and held its first stakeholder safety
committee in 1942.

In mines, there can be no compromise on
safety. And today’s Outokumpu has benefit-
ed from that. The same people that made
the company’s mines safe helped to build
today’s steel mills, where lost-time injuries
per million hours have dropped to over a
quarter of what they were just during the
last decade.

Making safety a science

Today, the company’s two main safety con-
cerns are workplace accidents and emis-
sions in the environment — be it substances
or noise. The company constantly reminds
people of this with its mantra of “Safety
first — everyone, every time, everywhere”. As
with most Nordic companies, Outokumpu’s
Occupational Health and Safety (OHS) is
characterized by a strong medical presence,
differentiating it from many other stainless
steel providers. The OHS team has a strong
medical interest in the company’s workers,
works with them in the field, conducts ex-
tensive medical studies and provides scien-
tific evidence to help the leadership team
make business decisions.

Says Markku with more than a little mod-
esty: “It's really the people who design,
build and manage the technical solutions
that ultimately make the working environ-
ment safe and healthy. We just help them
out.”

With its chrome mine, Outokumpu has
absolute control over the safety of its chro-
mite sourcing and applies the same rigor to
the safety declarations and ethical sourcing
of other raw materials.

Although research has shown responsi-
ble stainless steel production is not harm-
ful, the company continues to participate
in studies about potential effects on health
and environment. It carries out nonstop
monitoring itself. All results point to neg-
ligible quantities of metals (iron, chromi-
um, nickel) in harmless form in the air and
water. In fact, the air quality around Tornio

plant, for instance, is better than that of
similar-sized communities elsewhere in the
Nordic countries.

Transparency helps everyone

As new technology emerges, Outokumpu con-
stantly introduces improvements to its pro-
cesses that promote safe production. Sup-
ported by the OHS team, the company also
aims to live up to today’s expectations re-
garding speed in disseminating information
and responding to concerns, which today is
measured in hours, even minutes. Markku
and his team run seminars, open houses
and community debates to address public
concerns and to share the latest research
results.

The integration with Inoxum opens the
door to sharing best practice in safety. As
the new market leader in stainless steel and
high-performance alloys, Outokumpu will
have an even broader role to play in health
and safety.

“It’s trickier than it sounds because each
country has its own practices and legislation.
That’s why our work with industry forums, like
ISSF, WSA, Eurofer and ICDA are so impor-
tant,” says Markku. “We will take a global
view to exposure monitoring with Tornio as
the benchmark, but with such a wide scope,
we will prioritize research that makes the
most sense. We're committed to publish-
ing all research so that customers, business
partners and even competitors can benefit.”

The benefits of securing a safe working en-
vironment for Outokumpu are clear. As well
as having the information to proactively mini-
mize potential business risks, the company
can contribute to a healthier, happier work-
force, secure product quality, minimize pro-
duction downtime and build reputation.

The work of Markku and his team contin-
ues. The latest in a long line of published
studies is a cancer study that strongly in-
dicates there is no added risk of cancer to
individuals working in steel mills and living
nearby. Next year will see the publication of
results and recommendations of ongoing re-
search into exposure to noise levels in order
to prevent loss of hearing.

Outokumpu has built a reputation for sci-
entific research and cooperation, resulting in
safer operations and healthier environment.
And all because underground mining gave an
extra safety dimension to the company’s op-
erations.

Says Markku: “When | look back, it has
been worth all the effort. The physical haz-
ards of producing stainless steel are real.
Outokumpu can’t remove those risks but it
can control them. Outokumpu intends to re-
main the leader also in health and safety by
researching, anticipating and responding to
concerns.” |
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Transparency in stainless steel

t’s understandable that industry lead-

ers face increased stakeholder expec-
tations on their sustainable performance
and transparency. And it’s no different for
Outokumpu, the world’s new number one
in stainless steel and high-performance al-
loys.

Outokumpu’s philosophy around sustain-
ability performance reporting is to be open
and visible, recognized and respected. And
there are clear benefits to making this phi-
losophy a reality. In the same way that sus-
tainable performance is both good for the
planet and makes a company more com-
petitive, so transparency into a company’s
performance meets stakeholder’s needs
for information as well as strengthening
the company’s own performance, brand
and reputation. Outokumpu aims to set a
positive benchmark in the industry in both
performance and reporting.

Outokumpu
in indices

¢ Dow Jones Sustainability World
(sixth year)

e Carbon Disclosure Leadership
Index (third year)

e oekom research Prime company
(first year)

In the public eye

There is growing interest in sustainability
worldwide. Customers, banks and investors
often demand verified sustainability infor-
mation as part of their contractual require-
ments. Media headlines about carbon foot-
print, use of raw materials, recycling and
supply chain ethics are more commonplace
than ever. Assuming the role of global mar-
ket leader involves communicating with
stakeholders on an even broader scope.

When it comes to basic information
about its operations, Outokumpu has a
comprehensive and systematic approach to
transparency in energy consumption, emis-
sions, health and safety statistics, product
declarations and other sustainability-relat-
ed activities. In its quest for integrated and
balanced reporting across economic, social
and environmental issues, it is one of the
industry’s first companies to adopt com-
pliance with the new ISO 26000 standard,
in addition to its GRI-compliant reporting
structure.

But openness is demonstrated also by
how a company uses this information. In
society at large, Outokumpu interacts with
a diverse range of stakeholders: custom-
ers, employees, local communities, share-
holders, investors, analysts, suppliers, as-
sociations, the public sector, authorities,
non-governmental organizations and com-
munities, even individual members of the
public. Each has their own specific informa-
tion need but Outokumpu has to make sure
the source and accuracy of the information
is the same.

In 2012, the company carried out an ex-
tensive survey in the Asia-Pacific region on
customers’ perception of sustainability. It
showed that environmental issues, such
as Environmental Product Declarations
(EPDs) are becoming even more important
in purchasing decisions and that customers
want a high level of confidence in the over-
all sustainable performance of their suppli-
ers. Outokumpu is committed to expand-
ing customer communication through sem-
inars, workshops, discussion panels, and
various customer channels, such as its cus-
tomer feedback system.

As market leader, Outokumpu will seek
to expand its presence in global forums;
industry bodies, including the World Steel
Association, International Stainless Steel
Federation and Eurofer; various public sec-
tor bodies, such as the UN Global Compact,
ICC and the World Economic Forum; numer-
ous organizations concerned with corpo-
rate responsibility, such as Transparency
International and CSR Europe; national
and regional medical institutions and au-
thorities; and an international network of
universities.

Building relationships
with local communities

Outokumpu’s relationship with local com-
munities is important because of the sym-
biotic relationship that governs the de-
mand and supply of labor, resources, talent,
knowledge and subcontracting. In Tornio,
northern Finland for example, the site of
Outokumpu’s state-of-the-art, integrated
chrome mine and stainless steel mill, the
company builds dialogue with local stake-
holders through open days, meetings, infor-
mation sessions, training, apprenticeships
and company visits.

Says Pekka Pelttari, Chairman of the
Board of Tornio City Council: “People in
and around Tornio are proud and happy
to have Outokumpu here. I'd go so far as
to say that the company is a pillar of so-
ciety. As the main employer in the region,
providing a quarter of the jobs, they bring
economic wealth, creating a knock-on ef-
fect for other companies to thrive and gen-
erating local tax revenue. More than that,
they bring a degree of security and stabil-
ity to the area in a time of economic un-
rest. When we heard that Outokumpu was
acquiring Inoxum we considered the effect
on our community but we strongly believe
that Tornio will continue to have a central
role in Outokumpu’s future and vice versa.”

Recently Outokumpu has injected a huge
410-million-euro investment into the area,
which has offset job reductions that some
other companies in the area have been
forced to make. For their part, the city au-
thorities have made sure that land use and
town planning serve the interests of eco-
nomic development and that there is open
communications between companies, em-
ployee representatives and the media.

“Heavy industry naturally sometimes at-
tracts criticism. There have been a couple
of unfounded environmental claims about
Outokumpu, which has actually annoyed lo-
cal inhabitants. But we take a pragmatic
approach based on facts, independent re-
search and constructive dialogue with all
parties. Even though emissions are well
within stringent legal limits, they can always
be lower. That’s why Outokumpu continues
its program for improvements and is one of
the best in the world.

“These days, information channels are
faster, easier and cheaper for both orga-
nizations and individual people to access.
But in the end it’s a question of trust. Once
you get to know people on a personal level,
you can explore mutual interests to create
a very positive influence for all the people
that live here.” m
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Sustainability — strategic
success factor

Outokumpu’s business is based on sustainable products. We want to
provide added value for customers and the Group’s stakeholders. We
are committed to operate in ethically sound manner through
responsible business practices and sustainable production,
throughout our supply chain.

Sustainability is a precondition for long-term competitiveness and future growth opportunities. Its growing role in
the future world highlights issues like resource scarcity, urbanization, global climate and water challenges,
combined with high and ever growing public attention. These are well acknowledged as strategic issue for
Outokumpu.

Based on our business thinking, we want to answer the future demand for more sustainable societies and
solutions. Responsibility has become an element in the selection of preferred supplier, while customers are
demanding more efficient products and solutions. For Outokumpu materials, sustainability is an embedded feature.
We see this trend as an opportunity and want to be industry frontrunner and secure our leadership by proactively
seeking new ways and solutions, continuously aiming at a higher level of performance.

Outokumpu has strong position and excellent results in this area. Our decades of effort in the fields of
sustainability have been recoghized by several independent institutions. Group is currently ranked best sole
stainless steel manufacturing company by Dow Jones Sustainability Index. Recycled input of our material is more
than 80%, well over the industry average. The carbon footprint of products today is over 40% lower than in the
1990s. Energy efficiency has been improved and best available technology utilized. We have significantly reduced
waste landfilled. Our long standing program for occupational health and safe workplace, also for suppliers and
contractors, are some examples of our responsible practices.

Although the past year 2012 was shadowed by challenging business environment, we managed to progress with
our sustainability work as planned. We finalized supply chain evaluation and created new supplier requirements in
order to secure and strengthen responsible sourcing. Group started to implement ISO 26000 standard for social
responsibility. We reduced our carbon profile and improved energy efficiency. We commissioned new ferrochrome
facility with almost 60 million euros of environmental investments. Outokumpu continued active stakeholder
dialogue, focusing on customers, investors and local communities.

Group starts new era in 2013, after the acquisition of Inoxum we face the even wider responsibility as the largest
stainless steel producer in the world. Now we truly have the possibility to show leadership and lead by example.
Our first challenge is to integrate and implement new company structure and culture with responsible business
practices, including setting new targets for sustainability. This will mean great deal of work but we are convinced
about our bright future and achievable results. Together we are stronger than separate, building on strengths of the
combined Group. New businesses have great prospects for added value for the new concept of sustainable
Outokumpu. For instance, former Inoxum units are known for quality, improvements of process efficiency and high
performance products.

We are in a unique position with our customers and partners to create materials for the sustainable future. We
continue to build on our strong heritage in sustainability and responsibility, product quality and technical expertise.
Together we are set for outstanding results and prosperity.
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We want to build a sustainable

world

Our product is an important aspect of
sustainability.

Stainless steel offers solutions that address humanity's growing demand for clean
energy and pure water, and new opportunities for use of the material are
emerging. Renewable energy solutions such as solar power, biofuels and wind
power require materials that can be sustainably sourced with low life-cycle costs.
In applications such as these, stainless steel is often the optimal choice. In the
past year Outokumpu stainless steel has been used in innovative solutions such
as the Crescent Dunes Solar Energy Project in Nevada, USA, and the joint
Japanese-European experiment on nuclear fusion. Energy from nuclear fusion, if
rendered commercially feasible, is hailed as the answer to the energy,
environmental and climate challenges facing humankind.

The environmental footprint of stainless steel products has been identified as
being an area of material importance to Outokumpu. Outokumpu has two
externally-verified environmental product declarations (EPD) that comply with
green building standards. To complement these Outokumpu is launching EPDs for
long products, such as stainless steel reinforcement bars.

Forerunner in green building requirements

All the latest

requirements for
longevity, strength,
cormosion-resistance
and aesthetic
properties make
stainless steel a
logical material choice
in bridge decks,
high-rise buildings and
industrial structures
alike.

Catherine Houska,

Senior Development
Manager, TMR Consulting

Outokumpu is the forerunner in adapting into green building requirements. The Group provides third party
verified Environmental Product Declarations (EPDs) for cold and hot rolled stainless steel. Part of our
customer-oriented focus is to provide information on the latest life-cycle demands. Our ability to provide
information for architects and builders a means for assessing the sustainability performance achieved
through the use of stainless steel, over the entire building life-cycle, has been recognized by our customers.

For example in 2012, Outokumpu delivered austenitic stainless steel for a uniqgue student housing project in
Education City in Doha, Qatar. The planned facility puts a high emphasis on sustainability in building and
aims to achieve a platinum rating in line with the LEED (Leadership in Energy and Environmental Design)
Green Building Rating System. LEED is an internationally recognized mark of excellence in sustainable

11



Sustainability Report 2012
Sustainable stainless

construction. Sustainability factors were decisive throughout the project for all suppliers involved in the
construction phase. Stainless steel is an inherently sustainable material and to support this Outokumpu has
issued factsheets for the LEED and other international building standards specifying how sustainability
aspects are supported by stainless steel.

We build the future from the past

Steel is the world's most recycled material. Estimates indicate that the current end-of-life recycling rate for
stainless steel is some 82%. In global terms, approximately 60% of the raw material used in making new stainless
steel is recycled steel. In Outokumpu's manufacturing operations, the recycled content typically exceeds 80%, and
the average for all stainless steel products produced by the Group in 2012 was 87%.

The most important raw materials used by Outokumpu in producing stainless steel are recycled stainless and
carbon steels. Together with metals recovered from waste products and by-products of the production process,
they enable the recycled content of stainless steel produced by the Group to be raised even over 90%, significantly
higher than the global industry average of 60%. In addition to recycled steel, alloying elements including iron-
containing alloys and other metals such as chromium, nickel and molybdenum are also required.

Stainless steel is fully recyclable and suffers no degradation during reprocessing. Its constituents (including iron,
nickel and chromium) can therefore be reused indefinitely in producing new stainless steel. These excellent
recycling characteristics mean that stainless steel is well positioned to meet the demands of a future sustainable
society. Outokumpu recognizes that recycling and the life-cycle approach are important elements in achieving
sustainable operations.

Sustainable building solutions

"Architecture, building and construction are a focal point for sustainability because this sector represents
such a large percentage of society's raw materials, energy, emissions and land fill waste," says Catherine
Houska, Senior Development Manager at TMR Consulting. "The latest demands from large building owners
are for designs that achieve a minimum building service life of 75 years or more without replacement needs.
Taller buildings are a good solution for sustainability because they help to counter urban sprawl, enable mass
transit efficiency and allow for more green spaces. Metal cladding is a popular material choice for tall
buildings because it reduces building weight, which in turn reduces structural component cost. Most of the
world's population lives in areas with coastal and/or deicing salt exposure and in the developing world many
locations also have high pollution levels. All these requirements for longevity, strength, corrosion-resistance
and aesthetic properties make stainless steel a logical material choice in bridge decks, high-rise buildings
and industrial structures alike.

"Selecting the correct stainless steel and finish is critical to achieving success in our sector. Outokumpu has
sponsored atmospheric corrosion research in locations around the world and stainless structural research.
Both characteristics led to the specification of 2205 duplex for the King Abdulaziz Center for Knowledge and
World Culture in Saudi Arabia."

12
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Sustainable Products

After the initial investment in resources and
energy to manufacture stainless steel, the use
phase, in which the material is utilized in end
products such as home appliances, interior
design or kitchen equipment, demonstrates many
sound sustainable characteristics.

Since only extremely low levels of metal ions are released from exposed stainless
products in most normal environments, no harmful impacts on the environment
result. In addition to its corrosion resistance, stainless steel also has good
mechanical properties, and these can be exploited by manufacturing lighter
components and products without compromising safety requirements. In addition
to its excellent recyclability and the high levels of recycling achieved, Outokumpu
stainless steel has other properties that support a sustainable society.

Durability

The durability of stainless steel has a positive impact on life-cycle costs. The fact
that only minimal maintenance is required is good for both the environment and

society. The combination of corrosion resistance and durability increases product
lifetime. One result of increased durability is that unnecessary replacements and
repairs, and the consequent need for virgin resources, can be avoided during the
product life-cycle and recycling phases.

Hygienic and non-toxic

Stainless steel has a long history of use in applications where cleanliness and

OUTOKUMPU

RECYCLEL

Last thing we want to
do is green washing.
In 2012 external
assurance confirmed
our claim of the
recycled content, and
we have now started
campaign labeling
products that are sent
to our end-user
customers.

Tuomas Haikka,
Vice President — Sustainability
and Ernvironrment

maintaining high levels of hygiene are important. Good examples are the medical and food-processing sectors.
Stainless steel is the preferred choice for hospital equipment and surgical instruments as it can be easily cleaned
and sterilized without degradation. For the same reason, much of the equipment used in pharmaceutical

applications and food preparation is also manufactured out of stainless steel.

The unique properties of stainless steel have also helped make the process of desalination — producing potable
water from seawater — economically viable. Many arid areas of the world now enjoy the benefits that follow from

the availability of clean water.

Stainless steel surfaces do not affect the taste of food and drink and are easy to clean and disinfect. The
quantities of metal ions released from stainless steel surfaces are not toxic to humans or the environment, and do

not have a negative effect on indoor air quality in buildings.

Strong, light and safe

The high-strength stainless steels in Outokumpu's portfolio offer economic benefits: less material is required for a
specific level of performance and fewer resources are therefore consumed in its production. High-strength steels
can also absorb larger amounts of collision energy, improving safety levels in vehicles and other structural

components and systems.

13



Sustainability Report 2012
Product properties

Recycled or reused when service life ends

The phase in a product or solution life-cycle when active use ends is known as "end-of-life". Events at this point in
time are significant in terms of environmental efficiency. In practical terms, as stainless steel always has value,
recycling techniques are efficient and the recycled steel market is a viable large-scale business. Due to the long
service life of stainless steel, it is highly possible that the material is still fully "usable" even when the product it is
part of has reached its end-of-life. In such cases, reuse of steel components should be considered, since avoiding
the need to re-melt the steel could save even more resources. This is a particularly viable option in the
construction sector.

Another method of improving sustainability is to take steps during a design phase of products that aid efficient
recycling in the end-of-life phase. The environmental and sustainability benefits associated with recycling, including
the conservation of non-renewable resources, related energy savings, the avoidance of undesirable emissions and
reduced levels of waste, affect the whole of society. The average end-of-life recycling rate (also called the recovery
ratio after use) for stainless steel is in the range of 80-90%. Stainless steel is used in a wide range of sectors,
from architecture, building and construction and industrial machinery where the average recycling rate is over 90%,
to sectors where the recycling rate is only some 60%. Based on these sectoral rates, also known as recovery
ratios, the stainless steel industry follows the overall recycling efficiency.

Added value

Outokumpu supports customers by providing relevant information on the selection and use of different stainless
steel grades. Outokumpu has, for example, registered materials in the IMDS database for the automotive sector.
The Group is also ready to provide useful information on how to take advantage of stainless steel's unique
properties in forms of sustainable construction.

Achieving results through cooperation

Outokumpu also cooperates with and supports customers by providing information about the sustainable and
environmental properties of our stainless steels. For example, when the project proposal for the new Karolinska
Hospital in Solna, Sweden was made, a number of environmental criteria and targets were established. Outokumpu
helped supply the information on stainless steel required for the material to qualify for use in this huge
construction project.
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Product life-cycle

A life-cycle analysis reveals the environmental impact of a product
over its entire life. The strengths of stainless steel are particularly
visible from a life-cycle perspective.

In general terms, the material's properties enable lower life-cycle costs combined with lower environmental impact.
For the last eight years, Outokumpu has been involved in Ecocycle, a wide-ranging research project being carried
out in Sweden that has studied each aspect of steel's life-cycle with a view to defining the potential for improving
environmental performance.

Life-cycle studies and related analyses have shown that raising the level of recycled content (recycled steels and
recovered metals) in stainless steel production is one of the most efficient ways of reducing the overall
environmental impact of the manufacturing process. As recycled material is a scarce resource and the
metallurgical properties of some alloying elements are always required, achieving 100% recycled material content
in the production process is not possible. Outokumpu has, however, succeeded in raising the input of recycled
material to levels that are well above the industry average. The Group's efficient energy usage, choice of
sustainable electricity sources and efficient use of raw materials in production also make important contributions
to reducing life-cycle impacts.

Alloys & Virgin materials

New metal to Recycled
stainless stock Content >80%

Intergrated FeCr Production
1. Exploration

2. Mining & Concentration
3. Production of ferrochrome

00-3
\°“Qo

White goods and 13
other appliances years
Metal industry 18
and machinery years
23
End of life Transport years
recycling rate 82% Food processing 23
and kitchenware years
. ) 50
Building and construction years

To ensure we have a comprehensive view of life-cycle aspects involving stainless steel, Outokumpu is actively
involved in related research projects such as the Swedish Ecocycle project. The primary conclusion resulting from
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such studies is that the environmental burden associated with manufacturing one kilogram of a construction
material such as stainless steel is not the best way of measuring its overall environmental impact. When impacts
throughout a product's life-cycle are taken into account, materials which involve a higher initial burden per kilogram

can turn out to be better choices from the environmental perspective.

Life-cycle analysis reveals the benefits of
stainless steel

Scientific research indicates that the strength advantages offered by stainless steel allow lighter structures,
saving significant amounts of energy over each product life-cycle, reducing the associated carbon footprint

and leading to overall cost savings.
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The safe use of stainless steel

Billions of people come into contact with stainless steel on a daily
basis, and the lack of any resulting harmful effects is strong evidence
of the material's non-toxic properties.

To underwrite this fact, Outokumpu and other companies in the industry have invested considerable effort and
resources in studying safety aspects connected with the use of stainless steel. Outokumpu has also invested in
the testing of specific materials for their safety in food-contact and drinking-water applications.

Stainless steel in its manufactured forms — as delivered to Outokumpu customers — is inert and non-toxic. On the
other hand, industrial processes involving the material such as welding or pickling can release substances or fumes
that could be hazardous if inhaled for substantial periods of time.

The Safety Information Sheets published by Outokumpu help customers handle our stainless steel products in a
safe manner. Health and safety issues are important not only during the manufacturing of stainless steel, but also
when the Group's customers are further processing Outokumpu stainless steel, when products made out of
stainless steel are being used, and when end-of-life steel is being recycled.

Since stainless steel is inert and non-reactive when employed correctly, the potential impact on people's health
and safety is extremely limited. This is one of the reasons why stainless steel is so widely used in medical
appliances and when manufacturing the equipment and tools employed in the food-processing industry.
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Our impact on the environment

Stainless steel is 100% recyclable, hygienic, corrosion-resistant and
the environmental impacts resulting from its use are almost non-

existent. On the other hand, its production — both the manufacturing
and reprocessing stages — does have an impact on the environment.

The most substantial environmental impacts which result from stainless steel production process include
emissions of dust and particulates into the air, discharges of water from production plants, and the high levels of
direct and indirect energy consumption during production. Landfill waste is also created during the production
process.

Because the life-cycle of stainless steel products is very long and recycling rate the highest among metal products
the environmental impacts have to be analyzed always per life span, not only related to production phase. The use
of steel in the modern society minimizes emissions by creating efficiency in e.g. transport, construction, industries
and energy production. Due to these facts steel products are solutions in climate compact and protection of
environment.

Outokumpu's way of managing environmental
ISSUes

Outokumpu's firm objective is to minimize the environmental burden of the Group's operations as much as
economically and technically feasible. The basis of this work is the Environment, Health, Safety and Quality (EHSQ)
Policy. This policy was renewed in July 2012 by CEO according to the feedback from internal units and customers.

All Outokumpu's production sites employ either Environmental Management Systems (EMS) or risk-based
management systems, which help in avoiding spills and accidents that could be harmful to humans or to the
environment. All these Group systems operate in accordance with the Group EHSQ policy and I1SO 14 001, the
international standard for environmental management systems. Typically energy efficiency is integrated into
environmental management system, although many of Group's sites have certified also ISO 50 001 standards for
energy efficiency. Additionally sites comply with the quality standard ISO 9 001, Outokumpu production sites have
also Safety management system, some sites are also certified according to Occupational Safety standard OHSAS
18 001.

Both internal and external audits monitor the functioning of these management systems. With the help of these
systems, the Group also provides the appropriate authorities with reports on its operations in all countries. At
Group level, environment network meets regularly in working groups and environment committee to manage
environmental operations and share best practices.

Outokumpu's aim is to harmonize and integrate internal EHSQ management systems. In 2012, e.g. Ferrochrome
and General Stainless business areas had one integrated environmental certification. In July the second edition of
Outokumpu EHSQ system manual and Group governance was published. The EHSQ Group perspective is aligned
with the Group's management process and annual planning.

Operational efficiency is ensured by co-operating with one certification body, where Outokumpu's EHSQ and Energy
management systems and certification is monitored using both internal and external audits. The number of EHSQ
and Energy management systems non-conformities found by external auditor in our units during 2012 was less
than 2011. Typically these non-conformities were minor and corrective actions were made as soon as possible.
The Group also provides the appropriate authorities with reports on Outokumpu's operations in all the countries in
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which we operate. At Group level, our operations are managed and best practices applied through our environment
network and sub groups which meet once during each quarter.

Information on life-cycles and footprints
demands reliable data

Stainless steel's very low environmental impact during its use, its durability and minimal maintenance
requirements are widely recognized. And, at the end of their life, stainless steel products are also fully recyclable.
Outokumpu's aim is to improve levels of sustainability in each phase of stainless steel products' life-cycle, from
production through to reuse, and to secure a sustainable supply chain all the way from suppliers of recycled steel
to the production of stainless steel products.

Many applications that employ stainless steel already have a beneficial impact by reducing the total environmental
burden exerted by human society. On a global scale, current trends towards achieving sustainability and reducing
the extent of climate change are strong.

Environmental management has to be able to answer both these challenges and needs for sustainable products
and solutions. During 2012, Outokumpu focused increased attention on life-cycle-oriented environmental
management. The importance of life-cycle data, both for internal use in highlighting areas where improvements are
required and for external purposes in communications with customers and other stakeholders, has already been
recognized.

As a sector leader Outokumpu continued to publish life-cycle-inventory data in own Environmental Product
Declarations (EPDs) for Outokumpu's main stainless steel products. These are public documents which describe
the main environmental effects and energy needs of the Group's stainless steel grades throughout their supply
chain. We started a new project to gather similar data and make an EDP for our long products. Also new life-cycle
inventory (LCI) data for ferrochromium products were updated in 2012.

In new Outokumpu our next challenging task is to collect and combine Inoxum units LCI data for new declarations.
Our aim is to build similar knowledge over the high performance alloy products in order to cover full range of
advanced materials offered by Group. The availability of robust and verified data is the starting point for managing
sustainability throughout a product's life-cycle. Outokumpu's environmental and energy reporting, data
management and analysis are supported by an Energy & Environment Reporting (EER) system which provides
internal reporting and analysis tools for all the Group's production sites.

Emerging legislation and public initiatives

One element in operational environmental management is maintaining an awareness of emerging legislation.
Outokumpu continuously monitors and evaluates legislative initiatives and evaluates their impact on the Group's
operations. Outokumpu also participates in communicating the effects of emerging legislation and aims to supply
decision makers with both industry-specific and expert information. Emerging legislation has also been identified
as a sustainability issue of material importance to the Group. During 2012, we identified the main legislative
initiatives and their probable financial impact; both these activities and impacts have been integrated into the
Group's risk management processes and Group EHS experts continue to communicate and gather data in
legislative issues together with industrial organizations.

The main new or upcoming items of legislation which have been identified include: implementation of the Industrial
Emissions Directive in the European Union together with binding BAT values; the renewed Emissions Trading
Directive; European legislation related to chemicals and product safety; the EU's Sulphur Directive, effective as of
2015, and the International Maritime Organization's decision on the sulphur content of marine fuels, waste and
other environmental taxation, water and air quality legislation. The EU classification of nickel metal as a suspect
carcinogen is a concern for austenitic stainless steel business. This non-scientific classification as a criterion to
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exclude substances from use is included in the EU Ecolabel Regulation. The derogation is possible and already
approved for certain product groups (mobile phones, laptops/computers) but needs intensive communication. The
impact of all these initiatives on Outokumpu's operations is analyzed as part of the Group's annual environmental
risk rating process.

The follow-up of site environmental permit status and legal compliance is a routine in quarterly internal
Environmental Committee meetings. E.g. in August Tornio site got the new environmental permit as the first large
steel plant in EU according to new Industrial Emission Directive and binding Best Available Techniques
conclusions. Especially terms related to emissions of mercury, sulphur dioxide and nitrogen oxides were strict.
Despite these Swedish authorities appealed the permit and the court process will start in Finland in 2013.
Wildwood plant in Florida, USA got the closure permit for the percolation pond. Melt shop in Sheffield, the UK,
continued the new permitting process by making BAT gap analyses in 2012. In Degerfors risk assessments update
were done regarding EU Seveso directive.
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Environmental goals and results

Target-setting is part of our continual improvement ideology and
included environmental management systems. Outokumpu sets both
Group-wide and site-level environmental targets. Group-wide targets
are common targets that affect most Outokumpu sites. Targets at
production sites are more specific.

Annual routines at all Outokumpu production locations include the setting and monitoring of independent
environmental targets. These processes are built into the Group's environmental management systems and key
targets are also set at Group level. Having concrete, measurable targets for our operations is a way of focusing
attention on specific environmental and energy aspects throughout Outokumpu.

Outokumpu is committed to the long-term target of reducing the Group's carbon emissions profile (indirect and
direct emissions) by 20% per produced tonne by 2020. The setting of this challenging target is a clear
demonstration of Outokumpu's desire to improve the Group's energy efficiency, to contribute to reducing global
emissions of carbon dioxide, and to participate in the transformation to a low-carbon society.

As with almost all corporate programs, environmental target setting and associated long-term goals will naturally
be affected by the combination of operations with Inoxum. The baseline for long-term targets will be recalculated
and the program reviewed during 2013. Units producing products other than stainless steel also have to be taken
into account when defining specific targets. We will retain our way of working in which setting ambitious targets is
part of our culture.

Environmental goals and targets

Group-wide goals for 2013

¢ No significant environmental incidents.

¢ Climate change: Reduction of emissions in line with Outokumpu's long-term target of achieving a 20%
reduction in direct and indirect CO, emissions by 2020, against the program baseline 2007-2009.

e Energy efficiency: A further reduction of 1% in energy consumption per tonne of stainless steel processed
(with 2007-2009 as the base period).

e Materials efficiency: Further reduction in the amount of waste landfilled per produced tonne.

Site-specific goals for 2013

¢ Kemi mine: Reuse of barren rock and fly ash 500 000 tonnes and 250 000 tonnes respectively in 2013.
* Tornio: Operational use rate of air-emission reduction equipment at processes over 99%.

e Calvert: Develop concept for on-site briquetting solution enabling recycling of rolling, annealing and pickling
side streams directly on the site, without external treatment.

e Avesta: Reduction of direct process-related CO, emissions by 9% against 2012.
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e Degerfors: Improvement of energy efficiency according to long-term target, 7% against 2012.

Group-wide results 2012

Based on the Group-wide targets for 2012, environmental work yielded great results.

» No significant environmental incidents: There were no significant environmental incidents involving
Outokumpu operations during 2012. This demonstrates the excellent standards maintained in our
operations.

e Climate change: Reduction of emissions was in line with Outokumpu's long-term target of achieving a 20%
reduction in direct and indirect CO, emissions by 2020, against the program baseline 2007-2009. The
Group's total carbon profile per tonne of steel produced was reduced by some 8.5% compared to baseline
figures. The main contributors to this achievement were improved energy efficiency, lower specific
emissions and sourcing less carbon-intensive electricity.

e Energy efficiency: The target of achieving a further reduction of 1% in energy consumption per tonne of
stainless steel processed (with 2007-2009 as the base period) was achieved. Energy efficiency improved
by 1.1% compared to 2011. Total cumulative improvement achieved during Group's low carbon program in
energy efficiency against program baseline was 7.5%, equaling annually some 340 GWh.

e Materials efficiency: The target was to further reduce waste to landfill per tonne of stainless steel
produced. Material efficiency was not improved against the baseline, remaining virtually on same level.

Site-specific results 2012

e At the Tornio site, the energy efficiency goal is to achieve a 5% reduction in overall energy consumption by
2016 (compared to 2005) through the implementation of cost-effective energy-saving actions. Target for
2012 was to improve energy efficiency along the target of 2016 and it was achieved.

e Kemi mine: Target to utilize more than 2 500 tonnes of fly ash from the Tornion Voima power plant and
more than 250 000 tonnes of lumpy and barren rock to backfill the stopes of the underground mine were
not reached. Due to interruption in mine production caused by the F3 project works to double the mining
and ferrochromium production it was not possible to reach targets. The utilized amount of fly ash was
1 700 tonnes and over 99 000 tonnes was used in backfiling stopes. This was a good result under
reduced production.

e |mprovement in materials efficiency at Tornio: The target to utilize more than 50% of steel melting slag as
construction material was reached.

e Melt shop in Sheffield, the UK: 70% of refractory bricks not sent to landfill as the material was utilized in
useful ways according to the target.

e Wildwood: The target to recycle and re-use pickling process water more efficiently, with the aim of
achieving a 25% reduction in related volumes of wastewater, was reached.
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Materials efficiency

Outokumpu's ultimate target is zero-waste stainless steel production.
All streams of material which result from the Group's production
activities are studied to find ways in which they can be fully recycled,
reused or sold as by-products.

In general terms, all of Outokumpu manufacturing processes are developed in ways that allow valuable metal
content to be retrieved from any resulting material streams. Outokumpu's strategy is to improve production
processes by projects, continuous improvement tools like business excellence and OK>1 projects or by research
programs which are often made together with external partners like universities or technology companies.

Slag and dust are the main by-products and waste which result from steelmaking. Considerable research and
development effort has been invested by Outokumpu in methods of recovering valuable metals from slag and dust
as they can then be used as substitutes for virgin raw materials in Group processes. One example is the filters
used to minimize emissions into the environment by collecting more than 99% of the dust generated by
Outokumpu's steel production operations. Dust generated by the company's melt shops is recycled, with collected
dust fractions that have the highest metal content being used without further treatment and the remainder passing
through a metal-recovery process. In the Nordic region, residues requiring treatment are transported to an external
facility located in Sweden. The same facility is also used to recycle metal oxide material recovered from the Avesta
acid-regeneration plant in Sweden. In the UK, the in-house metal-recovery facility is located on site and uses direct-
current electric-arc melting to recover alloying metals such as chromium and nickel.

Materials efficiency and by-products

Outokumpu has invested more than EUR 10 million in developing slag-based products since 2001. The resulting
products are employed in construction projects and used for neutralization purposes in industrial applications. In
road construction, for example, slag products can replace virgin materials such as crushed stone aggregate. In
northern Finland, where frost resistance is a very important property of road foundations, the technical
performance offered by slag-based materials is actually better than that of natural alternatives. Since the 1970s,
all ferrochromium slag from Outokumpu operations in Finland has been sold as road construction purposes,
typically some 300 000 tonnes annually. Between 2010 and 2012 steel slag was also used for in-house
construction projects, totally some 270 000 tonnes. During 2012, 90% of the slag produced in the UK was used
in road construction. When used in an asphalt mix, slag offers increased grip values, a decrease in rut formation,
reduced occurrence of aquaplaning and improved resistance to abrasion.

An example of continuous systematic search for increased waste utilization is a waste water sediment utilization
project at the Tornio ferrochrome plant. Technical investigations and results from a test installation showed that
the sediment material's properties make it a very effective barrier to water flow: after trials this waste material was
used to seal the old Tornio landfill, replacing corresponding amounts of bentonite. The total amount used during
the closure operations was 290 000 tonnes and the sealing was completed during 2012 according to
environmental permit and legislation.

Improved waste utilization and less landfill
waste

Outokumpu has the two fold aim of improving the Group's efficiency in the use of materials and reducing the
quantities of waste sent to landfill. By paying special attention to waste management and segregation techniques,
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many waste fractions resulting from production operations are now recycled and the amounts of waste sent to
landfill have consequently been reduced at many Group sites.

At the Sheffield melt shop in the UK, this has been achieved in two ways: by reducing the total volume of waste
and increasing the proportion of material sold as by-products. In recent years, two leading schemes have allowed
the amounts of waste sent to landfill to be significantly reduced. The first of these uses processed slag as a
replacement for virgin aggregate; on average 90% of all the slag produced at the Sheffield melt shop is now being
used as a component in the asphalt used in road construction. Secondly, waste volumes have been reduced by
crushing refractory bricks no longer suitable for use in making steel to produce a substitute for lime. Compared to
the situation in 2006, the total amount of waste sent to landfill in 2012 was down by two-thirds. Development
work is continuing, with the aim of eventually achieving the complete utilization of all by-products and waste
materials produced by Outokumpu.

A new process for drying waste hydroxide sludge is being developed together with the Swedish recycling company
SAKAB. The aim is to employ a vacuum process in generating a useful by-product as this involves significantly
lower energy consumption than conventional drying methods.

In Outokumpu's North American production facilities, mill scale, shot dust and other metallic recidues are all sent
off site for re-melting. Refractory elements from furnaces are recycled with any recoverable metals being first
reclaimed before the refractory is crushed and utilized as aggregate in concrete. General waste from offices and
canteens is collected and sent off site to be converted to electricity via waste-to-energy plants. From an
environmental perspective, this sustainable waste-disposal solution is superior to landfill as it is a source of clean
energy, conserves land and also lowers the risk of groundwater contamination.

Investing in research projects

Almost all significant waste streams resulting from Outokumpu's production processes are studied with the aim of
reducing their environmental impact and eventually diverting all streams from landfill. Environment-related research
projects coordinated by the Group's Tornio research facility during 2012 included:

e Steel slag as a raw material in concrete and for use in backfilling mine workings.
e Tests to evaluate fine steel slag as a material for neutralizing acidic mine effluents.
e The reuse in nickel production of acid regeneration salts produced at Tornio.

e Developing a method of manufacturing briquettes in an electric-arc furnace to recover metals from internal
waste streams.

e Dust prevention studies in the melt shop. Research and development of AOD processing has been successful
and the amounts of bag filter dust reduced significantly.

e Studies of slag foaming briquettes at the melt shop. The aim is to cause slag foaming in order to extend the life
of refractories and also to treat metal oxide waste fractions in a feasible way in a separate electric arc furnace.
A new slag product has been developed from material previously sent to landfill. This product replaces calcium
oxide in the steel making process and is 100% reusable, hence decreasing the amount of landfilled material.

e Closure of tailings sand ponds at the Kemi mine with innovative structures made from a variety of residuals from
a pulp mill, a power plant and the ferrochrome plant (for example gas cleaning sludge). Pilot-scale structures
were built in 2012 and the project continues in 2013.
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Material balance

The table below provides details of the main material flows in Outokumpu's stainless steel production operations

for the past three years.

Material balance

Materials used, tonnes 2012 2011 2010
Recycled steel 1 388 456 1 524 560 1387 051
Recovered metals 79 985 57 325 80 408
Ferrochrome 249 215 240 417 230 508
Nickel alloys 105 690 92 120 71674
Other alloys 89 923 88 294 82 356
Additives, tonnes

Slag formers 261 542 259 583 251 446
Meltshop process gases 215678 209 752 205 950
Pickling acids bought 10 151 12 292 12 668
Pollution prevention materials 30 800 33 705 34 705
Packaging materials used for final products 13 491 13 392 13577
Energy, million GJ

Electricity 9.7 10.2 10.0
Propane 4.1 4.1 4.1
Carbon monoxide gas 1.2 1.4 1.5
Natural Gas 0.5 0.6 0.6
Light and heavy fuel oil 0.7 0.8 0.8
Output, tonnes

Steel 1691514 1707 114 1610 053
Emissions to air, tonnes

Carbon dioxide 785 650 809 786 827 256
Nitrogen oxides 2 002 1 858 1742
Sulphur oxides 441 378 279
Dust 240 185 182
Ozone-depleting substances 0 0 0
Carbon dioxide per tonne of steel 0.46 0.47 0.51
Emissions to water, tonnes

Metals 18.6 18.1 19.0
Nitrates 420 494 528
Hazardous waste, tonnes

Qily sludge to the treatment 4 889 5 260 4916
Hydroxide sludge landfilled 49 834 44 460 42 802
Steel making dust to recovery 40 018 39914 37 047
Wastes and by-products, tonnes

Slag, total 376 510 420 460 451 124
Slag utilized, t 231 745 280 260 121 847
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The steel industry is energy intensive and Outokumpu's steelmaking
and rolling processes are no exception. Achieving the highest
possible level of energy efficiency is very important for the Group.

Outokumpu's aim is to minimize total energy usage and the related environmental impact. Even though significant
amounts of energy are used in its production, stainless steel is an enabler for more energy-efficient solutions that
save energy during the use phase. Steel grades whose production consumes more energy than others can
sometimes be the most efficient solution when viewed from a life-cycle perspective. Improvements in energy
efficiency are, in many cases, based on the use of stainless steel. In the energy industry, in transportation, and in
building and architecture, the use of stainless steel is essential as its energy efficiency offers a way of satisfying
new stricter standards and achieving society's targets. Some biofuel applications which require specific levels of
corrosion resistance, for example, would not be possible in practice without the use of stainless steel.

Outokumpu manufacturing sites use a range of fuels including direct energy sources such as natural gas, propane,
heavy fuel oil and electricity. Energy use by the Group totaled 16.3 million GJ in 2012 of which electricity
consumption totaled 9.7 million GJ (2.7 million megawatt hours). Total energy consumption decreased by

3% compared to the previous year. Total annual energy consumption by Outokumpu is approximately equivalent to
the amount of energy consumed by 140 000 Scandinavian households. The electricity consumption compares to
about 20% of the annual output of a modern 1 600 MW nuclear power plant.

Energy used 2012

GWh Electricity Fuel energy Total
Tornio 1975 1 150 3125
Avesta 353 346 699
Sheffield 174 99 273
Other 202 240 442
Total 2702 1835 4 537

Outokumpu's approach to energy efficiency is long-term and the target is continuous improvement. Energy
efficiency is a component in the environmental management systems at Group mills. Major Outokumpu production
sites also have long-term, prioritized energy efficiency investment plans. In overall terms, the largest energy-saving
potential lies in the recovery of waste heat, improved process integration and improved efficiency in using raw
materials. E.g. in Degerfors investments of new oxygen plant and new cooling water capacity (6.5 million euros) for
new batch furnaces were done in 2012. Long Product unit ASR in the UK installed a new mill water cooling tower
(250 000 euros) and at the melt shop in Sheffield, the UK, the new EAF transformer regulator and control system
was installed (2 million euros). All these investments will reduce energy use. Read more on the page Environmental
investments.

Large, energy-specific investments are however not the only way of improving energy efficiency within the Group.
The systematic monitoring and analysis of energy consumption plays a very important role, as does life-cycle
analysis when purchases of new electrical equipment are being considered. Outokumpu provides its production
personnel with training in energy efficiency.

To meet long-term target