
ANNUAL REPORT 1997



FIM                 FIM FIM USD 2)

Millions, except per share data 1995 1996 1997 1997

Orders booked 12 131  10 486 10 609 1 946
Order backlog, December 31 9 699 8 086 7 126 1 307

Net sales 8 574 11 764 12 313 2 258
Net sales change, % 2.9 37.2 4.7 4.7
Operating profit  530 921 939 172
Income after financial items 637 1 056 1 018 187
Income before taxes 719 1 020 1 137 209
Net income for the year 656 806 863 158
Exports and international operations 7 208 7 891 9 799 1 797
Exports and international operations, % of net sales 84.1 67.1 79.6 79.6

Capital expenditures 461 632 1 376 252
Depreciation and amortization 383 437 432 79
Research and development 374 493 498 91
Number of personnel, December 31 12 808 12 871 13 480 13 480

Shareholders’ equity and minority interests 3 094 3 283 3 949 724
Balance sheet total 9 641 8 302 10 073 1 847
Net debt / equity, % –3.2 –9.5 18.8 18.8
Equity ratio, % 40.6 42.8 40.3 40.3

Return on net assets, % 16.0 23.4 20.6 20.6
Return on equity, % 20.7 26.6 22.4 22.4
Earnings / share 6.74 10.26 10.08 1.85
Dividend / share 1.75 3.00 3.50 1) 0.64 1)

Market value of shares, Dec. 31 4 638 6 326 5 873 1 077

1) Proposal by the Board of Directors

2) Translated from Finnish markkas (“FIM”) into United States Dollars (“USD”) using the December 31, 1997

Noon Buying Rate of the Federal Reserve Bank of New York of USD 1.00 = FIM 5.4530.

Key Figures
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Valmet is the worlds leading supplier of paper and board

machinery and related automation. Valmet serves pulp,

paper and packaging industries worldwide, by engineering

and producing advanced and reliable process solutions,

machinery and services to support customers in their efforts

to become winners in their businesses. In all its operations,

Valmet aims at a competitive return for its shareholders

and other stakeholders.

Through R&D, Valmet masters the key processes and

process controls and continuously develops new spearhead

products. Valmet’s strategy is controlled growth and the

maintenance of profitability through all stages of the business

cycle. A geographically more even market spread and a

greater share of net sales from service and machine rebuilds

will level out the affects of cyclical variations in the forest

industry.

Valmet bases its operations on a global production network

and teamwork across organizational borders. A flexible

approach allows the maximum utilization of all individual

capabilities. Valmet embraces the principles of sustainable

development. The company takes environmental responsibility

in its own operations and in the processes offered to

customers.
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PRESIDENT’S REVIEW

Another good year

Valmet Group’s 1997 operating

profit grew to FIM 939 million,

and income after financial items

was FIM 1,018 million, which was close

to last year’s level. We have succeeded

in maintaining good profitability in the

midst of a forest industry downturn and

despite prevailing market uncertainty.

At the same time, we have increased our

marketing and research and technology

development to improve competitive-

ness.

An essential part of Valmet’s strategy

has long been to serve the increasingly

international and concentrated forest

and process industry on a global basis.

In this way, we ensure that our success

is not dependent on the development of

a single market area, or individual cus-

tomers.

The Asian crisis is an example of how

changes in the business environment are

occurring more than rapidly than ever

before – in our business, too. Market

development is not something that a

single company can control, or even

reliably predict. To succeed in global

competition requires an ever deeper

understanding of the markets, the ability

to react quickly and flexibly, and a sound

operating basis.

In the long-term there are no changes

to the fundamental situation. Asia

remains a vital region for us. China alone,

with its population of 1.2 billion, is a sig-

nificant market. The average annual con-

sumption of paper in China is 20 kg per

person – only one tenth of the consump-

tion in western countries.  An increase of

one kilogram per person per year would

mean an overall rise in demand of 1.2

million tons – equivalent to six new paper
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machines. 1,200 new paper machines

would be required in the future to reach

the western level of consumption.

The Asian crisis highlights the impor-

tance of actions directed at other mar-

kets.  Although the European and North

American paper industry’s willingness to

invest is generally expected to pick up

towards the end of the year, sales pro-

jects are mainly focused on modernizing

existing production lines, in order to

increase capacity and utilization ratios.

Service plays an increasingly important

role, and we are pleased to note that its

contribution to Valmet’s net sales has

already increased to almost 20 %.

In accordance with its strategy,

Valmet is continuing to invest in new

markets and reinforce its service opera-

tions in different parts of the world. In

South America, a new sales office was

opened in Venezuela and it was decided

at the beginning of 1998 to establish a

new sales and service company in Brazil.

The new technology and service

center which began operations in Laem

Chabang, Thailand, in the fall represents

a long-term investment to increase serv-

ice efficiency and improve our competi-

tiveness in this region. Locating service

centers near our customers has been

Valmet’s operating principle in Europe

and North America. This is the first such

center in the Asian region.

Valmet is consistently striving for con-

trolled growth. In summer 1997 we

expanded our converting machinery

operations by acquiring an English com-

pany, Atlas Converting Equipment plc.

Together with our Italian converting

machinery units, it forms a business

group which is already now one of the

world’s largest converting machinery

suppliers.

During 1997, Valmet also re-engi-

neered its division of products and pro-

duction in order to further increase effi-

ciency and competitiveness. Among the

major changes were the relocation of

board machine production from Tampere

to other production units and the con-

centration of the board machine busi-

ness in Karlstad, Sweden.

In January 1998, the large and

medium-sized paper machine busi-

nesses were combined and based in

Jyväskylä, Finland. At the beginning of

1998, the production team at Group

Management and the production units

operating under the Product Groups

were also combined to form the Corpo-

rate Resources unit.

In recent years, Valmet has changed

its modus operandi, becoming less of a

local manufacturer and more of a global,

expertise-based network, offering a total

service to customers. As Valmet increas-

ingly focuses on responsibility for key

components and complete processes,

many of the manufacturing stages are

being transferred to subcontractors.

As a result of increased efficiency and

persistent marketing efforts in new

areas, Valmet expects income and profit-

ability to remain at a good level also this

year. Profitable operations will ensure the

Group’s sustained development, as well

as a competitive overall return for share-

holders and customers.

Valmet is continuing to invest heavily

in new technology development. As a

result, we will launch a completely new

paper machine concept this year, which

has been developed in Valmet’s technol-

ogy centers in association with universi-

ties, research institutes and customers.

This is not just a case of improving vari-

ous parts of the process, but rather of

several significant innovations. The new

concept will be presented to customers

in June 1998, at Valmet’s Paper Technol-

ogy Days in Jyväskylä, Finland.

Valmet received recognition for the

total quality of its operations, when the

Järvenpää units were awarded the 1997

Finnish Quality Prize. Valmet Automo-

tive’s Uusikaupunki plant has also

received much international praise for

the quality of its Porsche Boxster deliver-

ies. Improvement of quality remains a

core goal, both in Valmet’s own opera-

tions and those of its subcontractors.

Valmet’s success in 1997 was

achieved by the combined efforts of our

personnel. I wish to thank them all, as

well as our subcontractors and suppli-

ers, for their fine work and co-operation.

My special thanks go to Valmet’s cus-

tomers and shareholders for the faith you

have shown in us. All of us at Valmet

worldwide will strive again this year to be

worthy of your trust.

Helsinki, 24 February, 1998

Matti Sundberg
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FINANCIAL STATEMENTS

Shares and Shareholders’ Equity

Valmet Corporation’s share capital totals
FIM 851 million. According to Valmet’s Arti-
cles of Association there is one series of
shares. The total number of shares issued
and outstanding is 78,100,000. No share-
holder can vote with more than 80 % of the
total votes represented at the General
Meeting. According to the Corporation’s
Articles of Association a shareholder whose
total shareholding or voting rights reach or
exceed 33 1/3 % or 50 %, shall, upon
demand, acquire the shares held by other
shareholders at a price specified in the
Articles.

The Corporation’s shares have been
quoted on the Helsinki Exchanges since
1988. The shares have been joined to the
book entry securities system, in which
shareholdings are registered in book entry
accounts held by various book entry regis-

trars. Foreign shareholders may alterna-
tively register their shares in nominee
accounts administered by a custodian.
Nominee-registered shares have no voting
rights. Valmet’s American Depository
Shares (ADS) representing two ordinary
shares each, have been listed on the New
York Stock Exchange since 1996 and
traded under a sticker VA.NYSE.

During 1997, 54 million Valmet shares
were traded on the Helsinki Exchanges at
an average price per share of FIM 86.48.
The number of ADSs traded on the New
York Stock Exchange was 0,5 million, and
the average price was USD 33.60 per
ADS.

The 1994 Annual General Meeting
approved an issue of bonds with warrants,
valued at FIM 500,000, to members of
Valmet Corporation’s senior management.

Share Data 1993 1994 1995 1996 1997

Share capital, Dec. 31, MFIM 711 851 851 851 851
Number of shares

Number of shares, Dec. 31 71 101 430 85 101 430 85 101 430 78 100 000 78 100 000
Average number of shares 71 101 430 79 079 512 85 101 430 81 130 756 78 100 000

Trading volume, Helsinki Exchanges 22 653 694 26 552 340 24 751 770 44 980 204 53 648 851
Share issues, MFIM

Increase in share capital 140
Surplus over nominal value 505

Number of shares redeemed and cancelled –  –  – 7 001 430  –
Dividend, MFIM – 43 149 234 273 1)

Dividend / share, FIM – 0.50 1.75 3.00 3.50 1)

Dividend yield, %  – 1.1 3.2 3.7 4.7
Earnings / share, FIM 2.73 2.50 6.74 10.26 10.08
P/E ratio 13.00 18.02 8.09 7.89 7.46
Cash flow / share, FIM 11.14 8.22 11.35 15.88 15.32
Equity / share, FIM 27.48 29.45 36.03 41.57 49.85
Nominal value, FIM 10 10 10 10 10
Highest quotation, FIM 36.50 64.50 72.50 83.50 98.00
Lowest quotation, FIM 17.00 34.50 39.50 52.00 69.00
Quotation, Dec. 31, FIM 34.50 45.00 54.50 81.00 75.20
Market value of shares, Dec. 31, FIM millions 2 453 3 830 4 638 6 326 5 873

1)  Proposal by the Board of Directors

The two-for-one share split has been taken into account in the table above for all years presented.

The bonds are valid for five years, carrying
an interest rate of 5 % and an issue price
of 100 %. The warrants entitle the holders
to subscribe to a maximum of 1,000,000
shares from December 1, 1998 to January
31, 2001, at a subscription price of FIM
60.00. The bonds with warrants were com-
pletely subscribed. No other bonds with
warrants or convertible bonds have been
outstanding during 1997.

The Board of Directors does not cur-
rently have an authorization to increase
share capital.
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ADS Data
(Each ADS represents two shares) 1996 1997

Trading volume, New York Stock Exchange 2 926 700 521 522
Earnings/ADS, USD 4.42 3.70
Highest quotation, USD 35.25 38.50
Lowest quotation, USD 30.00 26.50
Quotation, Dec 31, USD 34.75 27.50

Shareholders by Category Number of % of % of
Dec 31, 1997 shareholders shareholders shares

Companies 444 4.0 2.5
Financial institutions and
insurance companies 96 0.9 19.2
Public institutions 11 0.1 22.5
Foundations and associations 237 2.1 4.8
Private individuals 10 227 92.5 4.7
Foreign shareholders 41 0.4 0.1
Registered shareholders, total 11 056 100.0 53.8
Nominee registered 46.1
Shares not converted into book entries 0.1
Shareholdings, total 100.0

Shareholders Dec 31. 1997 Number of Number of % of
shareholders shares shares

The Finnish Government 15 695 287 20.1
Pension Insurance Company Ilmarinen Ltd. 3 510 000 4.5
Pension-Varma Mutual Insurance Company 1 905 400 2.4
The Local Government Pensions Institution 1 359 300 1.7
Insurance Company Sampo-Pension Ltd. 1 000 000 1.3
Industrial Insurance Company Ltd.  975 000 1.2
Pohjola Insurance Company Ltd. 865 000 1.1
Pohjola Life Assurance Company Ltd.  847 800 1.1
Suomi Mutual Life Assurance Company  680 000 0.9
Valmet Corporation Personnel Fund  529 000 0.7
Sampo Insurance Company Limited  500 000 0.6
Kaleva Mutual Insurance Company  434 000 0.6
Social Insurance Institution  372 000 0.5
Sampo Enterprise Insurance Company Limited 370 000 0.5
Sampo Life Insurance Company Limited  300 000 0.4

15 29 342 787 37.6

Other shareholders, shares / shareholder
100 001 – 299 999  24 3 991 585 5.1

10 001 – 100 000  121 3 916 988 5.0
5 001 – 10 000  85  635 124 0.8
1 001 – 5 000 1 000 1 830 096 2.4

501 – 1 000 1 078  811 734 1.0
101 – 500 5 439 1 218 030 1.6

1 – 100 3 294  185 519 0.2
Nominee registered 36 124 307 46.2
Shares not converted into book entries  43 830 0.1
Total 11 056 78 100 000 100.0

Members of the Company Board of Directors own a total of 3,690 shares,
that is 0.005 % of the total votes carried by all stock. Additionally they hold
warrants to subscribe up to 0.2 % of the outstanding shares.

Monthly Trading Range of Valmet Shares
on the Helsinki Exchanges, FIM

Monthly Turnover of Shares
on the Helsinki Exchanges, 1,000 Shares
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During 1997, a total of 11 complete paper,
board and pulp drying machines supplied
by Valmet were delivered – the same num-
ber as in the previous year. Of these ma-
chines, two were started up in the United
States, two in South Korea and two in
Indonesia. The other deliveries were to Fin-
land, Italy, Israel, India and Thailand. Many
extensive rebuilds were also delivered.

32 % of Valmet’s net sales derived from
the Nordic countries, 14 % from other
European countries, 32% from North and
South America, 21 % from Asia, and other
markets the remainder.

Of the 10 complete new paper
machines ordered in 1997, four orders
were from China, three from the United
States, one from Japan, one from Italy and
one from France. Five complete orders
were for tissue machines, three for fine
paper machines, one for a newsprint
machine and one for a special machine
producing thermal copy paper. In addition,
Valmet gained orders for numerous exten-
sive paper and board machines rebuilds.

A particularly busy period in Asian
investments over the past few years has
been an exception in the general situation
in the forest industry. However, from
Valmet’s standpoint, there has been a
discernible slowing of growth in Southeast
Asia from the end of 1996, as customer

THE BOARD OF DIRECTORS’ REPORT

Good result

Valmet’s 1997 operating profit

grew to FIM 939 million. Income

after financial items totalled

FIM 1,018 million, which is close

to last year’s level. Consolidated

net sales grew to FIM 12,313

million.  New orders worth

FIM 10,609 million were gained,

and the order backlog is good,

at FIM 7,126 million.

resources have been tied up in the imple-
mentation of on-going projects. Towards
the end of 1997, the worsening currency
crisis and related economic difficulties fur-
ther postponed decisions on new invest-
ments.

At the end of 1997, Valmet’s Asian order
backlog totalled FIM 1.7 billion, the major
part of which will be delivered in 1998.
A considerable amount of new orders are
being delivered to China, where the eco-
nomic situation has remained relatively
stable. No projects have been cancelled
but delays in a few projects have been
unavoidable.

There are some projects included in the
order backlog which to be completed will
require refinancing arrangements by the
customers. Such delivery delays further
increase Valmet’s working capital require-
ments and affect cash flow. On the basis
of current information, the cancellation of
significant projects in progress is unlikely.
Deliveries have been carried out within the
framework of the contractual terms,
against payments made during manufac-
ture or upon receipt of adequate collateral,
and proper caution has been exercised in
the profit recognition of projects in
progress.

In accordance with its strategy, Valmet
is continuing to invest in new markets and
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to strengthen its service operations world-
wide. During 1997, in order to improve the
level and accessibility of customer service,
Valmet decentralized its Singapore opera-
tions to Jakarta in Indonesia and Bangkok
in Thailand. In the fall of 1997, a new Tech-
nology and Service Center, designed to
serve the Southeast Asian region, was
opened in Laem Chabang, Thailand. The
center was inaugurated in January 1998.

In South America, a new sales office
opened in Valencia, Venezuela. A decision
was made to establish a new sales and
service company in São Paulo, Brazil at
the beginning of 1998.

The Paper and Board Machinery
group’s 1997 net sales totalled FIM 9,987
million, an increase of approximately 4 %
from the previous year. Operating profit
was better than last year, FIM 711 million.
New orders worth FIM 8,376 million were
booked. The Service business’ net sales
grew to almost FIM 1.8 billion, improving
the profitability of the whole group together
with the positive income growth in the large
paper machines and finishing equipment
businesses. The volume of board machin-
ery deliveries declined, and income was
unsatisfactory.

Power Transmission’s net sales totalled
FIM 395 million, an increase of approxi-
mately 7 % on the previous year. Operating
profit was FIM 44 million, which is 8 %
more than the previous year. During 1997,
Valmet Hydraulics relocated, complete with
machinery and equipment, to renewed
facilities at the Jyskä plant, Jyväskylä, Fin-
land. The premises vacated by Hydraulics
were renovated for use by gear production,
service and product development.

Valmet Automation’s net sales grew by
approximately 3 % from the previous year
to reach FIM 1,625 million. Operating profit
decreased approximately 29 %, to FIM 100
million. Tough competition and increasing
product development expenses resulted in
operating income weakening. Throughout
1997, numerous new products were re-
leased as a result of a significant increase
in research and development expenditure.
Many large systems were ordered during
the year for France, Canada and South
Korea, amongst others.

Valmet Automotive’s net sales totalled
FIM 583 million, growing by 22 % on the
previous year. Operating profit totalled FIM
112 million, which was 6 % higher than in

1996. The increase in total production was
mainly due to the success of the Saab
Convertible. Porsche Boxster production
began last September and had to be rap-
idly increased to the target level in order to
meet high level of demand. Production of
the Opel Calibra ended in July, having been
discontinued from the Opel range. The de-
mand for the Euro Samara has not met
expectations.

CHANGES IN BUSINESS

AND PRODUCTION STRUCTURE

In summer 1997, Valmet acquired an
English company Atlas Converting Equip-
ment plc and its subsidiaries for a total net
price of FIM 725 million. Valmet’s convert-
ing machine businesses in England and
Italy were combined from the beginning of
1998. The total net annualised sales for
this group, which is among the world’s
largest converting machine suppliers, will
be FIM 1,300 million. Atlas’s figures have
been consolidated with Valmet’s figures as
from July 1, 1997. Atlas accounted for
FIM 391 million, and the whole converting
machine group for FIM 860 million of
Valmet’s 1997 net sales.

Valmet is continually developing its dis-
tribution in order to streamline its delivery
processes and improve its competitive-
ness. In January 1998, the Large Paper
Machines and Medium-sized Paper Ma-
chines business units were combined to
form the Printing Paper Machines business
unit, which will be based in Jyväskylä.

The transfer of board machine produc-
tion from Tampere to other production units
in Finland and Sweden, and the concentra-
tion of board machine business operations
in Karlstad, Sweden began in 1997 and will
be completed in summer 1998. During this
same period,  tissue machine headbox
production will be relocated from Karlstad
to Karhula, Finland, and board machine
headbox production from Tampere to
Karhula and Jyväskylä. The sack paper
machine business will be moved from
Tampere to Karlstad and Jyväskylä.

In January 1998, the production team
under Corporate Management and the pro-
duction units which operated together with
the product groups were combined to form
the Corporate Resources Unit. Valmet’s
production operations now form a centrally
managed resource that serves its business
operations, and is responsible for the

development of ADP and operations con-
trol systems, processes and quality.

In spring 1997, Valmet Dura Inc.’s new
roll cover factory was inaugurated in Jär-
venpää, Finland. The company, a Finnish-
Japanese joint venture, of which Valmet’s
share is 60 %, specializes in the production
of polymer roll covers for paper calendering
machines.

In the end of summer, production was
started at Valmet’s new tube roll plant at
Lahdesjärvi in Tampere, Finland.

In August, Valmet acquired Pinaltek Oy,
a paper machine wearing parts specialist
which produces doctor blades for cleaning
paper machine rolls.

In fall 1997, Valmet sold its Hudson
Falls, USA drying cylinder production, foun-
dry and related spare parts business to the
Canadian company, Groupe Laperriere &
Verrault Inc.

ADVANCED NEW TECHNOLOGY

Valmet’s investments in the development
of new technology will result, in the near
future, in the commercial launch of a new
paper machine which optimizes the whole
papermaking line more than ever before.
The most significant innovations are to be
found in the management of wet end proc-
esses, as well as in pressing, drying and
surface treatment technology. The new
concept will be presented to customers in
June 1998, at Valmet’s Paper Technology
Days in Jyväskylä, Finland.

Research operations have been im-
proved by active networking with universi-
ties, research institutes and customers.
Measures encouraging innovation have
been systematized.

In February 1998, the Järvenpää Tech-
nology Center’s pilot coater, which had
undergone a rebuild and extension, was
inaugurated. Cooperation between the
Järvenpää pilot facilities, the rebuilt pilot
machine at the Pansio Air Systems Tech-
nology Center and the Jyväskylä Technol-
ogy Center’s printing paper pilot machine,
completed in 1996, has significantly influ-
enced the creation of the new paper
machine concept.

Valmet is researching and developing
new, more environmentally friendly solu-
tions for the paper machine wet end,
related to water purification, effective proc-
ess control and the graduated shutdown of
the system. Valmet Air Systems is develop-
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ing solutions for noise and dust control,
mist removal and energy saving. Valmet’s
main goals in clean technology are clear,
simple processes, efficient production and
minimum environmental impact.

Valmet’s total R&D expenditure in 1997
was FIM 498 million, or 4 % of net sales,
including capital expenditure of FIM 89
million.

Valmet Automation also continued its
investments in strategic development
projects. During the year, R&D expenses
grew by FIM 22 million, representing 8.3 %
of net sales.

The Group’s investments totalled FIM
1,376 million in 1997, or 11.2 % of net
sales. The largest single investment was
the acquisition of Atlas. Other capital
expenditures totalled FIM 651 million, of
which significant investments included the
Thailand Technology Center, pilot plants
and the beginning of Porsche Boxster
production.

The improvement of total operational
quality continued in 1997. After being
granted an ISO 9000 certificate for quality,
Valmet’s units have continued to improve
their competitiveness by using the Malcolm
Baldrige criteria as a self-evaluation tool.
Valmet has organized internal MB training
for over 1000 employees. By the end of
1997, a total of 25 units had been evalu-
ated by employees from other Valmet units.
Valmet’s Järvenpää units won the 1997

Finnish Quality Prize – evidence of the
good results achieved from these opera-
tions.

The Improvement of environmental
systems continued at Valmet’s units, in
accordance with ISO 14000 standards and
with support from the Group’s internal self-
assessments. Environmental systems have
been integrated with quality systems and
Valmet’s total operational quality program.
In February 1998, Valmet-Raisio was
granted the first ISO 14001 certificate.

INFORMATION SYSTEMS INVESTMENTS

Valmet continues to invest heavily in infor-
mation systems. The business operation
and production control system, ordered
from the Dutch-American software house
Baan, has passed its pilot phase and
implementation has begun in various units.
Over 6000 Valmet employees worldwide
will have access to this system after imple-
mentation in all units.

The Baan system, together with the
Profis operations control system, will
standardize operating procedures through-
out Valmet and, after implementation in the
next couple of years in as many units as
possible, will also enable Year 2000 infor-
mation system problems to be solved.
Other smaller systems are currently being
evaluated for possible problems, in order
that solutions are found in good time.

Customer service is also being made

Research and Development, FIM millions 1993 1994 1995 1996 1997

Paper and Board Machinery 175 199 256 329 318
Power Transmission 1 2 6 6 7
Automation 65 80 99 113 135
Automotive 14 16 13 17 17
Others 4 3 – 28 21
Subtotal 259 300 374 493 498
Operations sold 36 – – – –
Group total 295 300 374 493 498

Investments, FIM millions 1993 1994 1995 1996 1997

Paper and Board Machinery 195 165 326 374 1 120
Power Transmission 13 14 21 51 40
Automation 27 31 35 42 55
Automotive 15 9 23 103 103
Others 53 36 47 62 58
Subtotal 303 255 452 632 1 376
Operations sold 144 11 9 – –
Group total 447 266 461 632 1 376

Research and Development/
Net Sales, FIM millions

Group total,
FIM millions

Investments, FIM millions
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more efficient by utilizing modern commu-
nications. Internet and intranet connections
are used for on-line analysis during mainte-
nance of paper machine control systems.
With the aid of distance services, experts
are available without delay to the customer.

Valmet is also prepared for the transfer
of the first European countries to the Euro
currency in the years 1999–2002. After the
political decisions regarding transfer to the
Euro have been made, the first changes to
Valmet’s operations and ADP systems will
be implemented during 1998. The com-
pany has begun a project in which the nec-
essary readiness to transfer to the Euro, by
function and by country, is being created.
Beginning January 1, 1999, all of Valmet’s
external information, annual reports and in-
terim reports will be expressed in Euros.

HUMAN RESOURCES

The average number of Valmet Group em-
ployees in 1997 was 13,536, with 13,480
being employed at the end of the year. The
largest single increase occurred with the
acquisition of Atlas, which increases the
total number of employees by 455. The
relocation of resources to areas of growth,
and the concentration on core operations
in accordance with the new operating
mode will continue to cause structural
changes. As a result, the number of
employees is estimated to stay at around
13,000 during 1998.

The systematic definition of employees’
core skills and knowledge and the improve-
ment of skills and knowledge resources is
continuing within the Group. The operation
of the in-house doctoral program, the “Val-
met Academy”, was successful particularly
in terms of completed education weeks,
new development ideas and patent appli-
cations. In spring 1998, the first public dis-
sertations of doctoral theses will be held.

The Valmet Leadership Program (VLP)
and Valmet Edge continued to be the main
Group-wide programs for general manage-
ment development. The two programs
were implemented in association with the
Swiss IMD organization. Particular attention
has been paid to the long-term develop-
ment of young employees who are at the
beginning of their careers.

Supplementary and advanced person-
nel training took up a total of 54,600 days,
which is an average of 4 training days per
employee. The total investment in training,
excluding participants’ wages and salaries,
was FIM 47 million, or 1.8 % of total wages
and salaries. Particular areas of emphasis
have been work community and manage-
ment development, product and process
skills and knowledge, and information tech-
nology and communications training.

In 1997, the incentive program was
renewed. Employees are rewarded on the
basis of the performance of their own busi-
ness units, as well as on the basis of the

Personnel by
Business Group

Personnel by Region

Others
Automotive

Other countries
North America

Personnel by Business Group 1993 1994 1995 1996 1997

Paper and Board Machinery 8 103 8 193 8 674 9 042 9 327
Power Transmission 360 361 364 416 422
Automation 1 443 1 560 1 711 1 931 2 058
Automotive 514 867 876 1 258 1 467
Others 196 208 213 224 206
Subtotal 10 616 11 189 11 838 12 871 13 480
Operations sold 5 100 957 970 – –
Group total 15 716 12 146 12 808 12 871 13 480

Personnel by Region 1993 1994 1995 1996 1997

Finland 9 976 8 349 8 729 8 614 8 690
Other Nordic countries 948 628 689 768 811
Other Europe 1 328 1 058 1 094 1 173 1 585
North America 2 109 2 007 2 182 2 191 2 191
South America 1 223 – – – 8
Asia 48 33 54 80 151
Other countries 84 71 60 45 44
Group total 15 716 12 146 12 808 12 871 13 480

Operations sold

Paper and Board
Machinery

Automation
Power
Transmission

South America

Finland

Other Europe

Other Nordic
countries
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Group profit. Based on the 1997 results,
the incentives due to personnel plus indi-
rect costs totalled approximately FIM 190
million, of which the profit sharing compo-
nent was approximately FIM 90 million.

ADMINISTRATIVE AND LEGAL CHANGES

The Valmet Corporation Annual General
Meeting held on April 10, 1997 approved
an amendment to the Articles of Associa-
tion abolishing the company’s Supervisory
Board. At the same time, a new Board of
Directors was elected. These changes
came into effect on May 7, 1997 after reg-
istration of the amendment to the Articles
of Association.

Up until May 7, 1997 the members of
the Supervisory Board were Teuvo Kin-
nunen, Municipal Counsel, Hannu Kemp-
painen, Member of Parliament, Jarmo Lep-
piniemi, Professor, Leena Luhtanen, Mem-
ber of Parliament, Markku Mäkinen, Direc-
tor General, Jussi Niemi, Provincial Direc-
tor, Paavo Rantanen, Ambassador, Kari
Uotila, Member of Parliament and Markku
Vuorensola, Member of Parliament.

Valmet Corporation became a public
limited company as of September 1, 1997.
As a result, the company’s business name
is now officially Valmet Oyj in Finnish and
Valmet Abp in Swedish. The English name
of the company is still Valmet Corporation.

NET SALES AND INCOME

Valmet Group’s 1997 net sales totalled FIM
12,313 million, an increase of 4.7 % on the
previous year. New orders worth FIM
10,609 were booked, and the order back-
log at the end of 1997 was FIM 7,126 mil-
lion. Exports and the Group’s international
operations accounted for 79.6 % of net
sales.

The Group’s gross profit grew to FIM
3,147 million (FIM 2,778 million), or 25.6 %
of net sales, and operating profit was FIM
939 million (FIM 921 million). Income after
financial items was FIM 1,018 million (FIM
1,056 million), and income before taxes
FIM 1,137 million (FIM 1,020 million). Net
income for the year was FIM 863 million
(FIM 806 million). The consolidated balance
sheet shows the Group’s unrestricted
equity as FIM 1,644 million (FIM 1,037 mil-
lion) and distributable funds as FIM 1,578
million (FIM 1,016 million). The parent com-
pany’s unrestricted equity was FIM 1,338
million (FIM 983 million). Consolidated
earnings per share were FIM 10.08 (FIM
10.26) and cash flow per share FIM 15.32
(FIM 15.88). Net income for the year in
accordance with U.S.GAAP was FIM 857
million (FIM 767 million), and earnings per
share FIM 10.97 (FIM 9.45)

During 1997, Valmet developed its
shareholdings in various companies.

Net Sales by Business Group, FIM millions 1993 1994 1995 1996 1997

Paper and Board Machinery 5 249 5 470 6 560 9 602 9 987
Power Transmission 145 194 267 369 395
Automation 980 1 023 1 253 1 581 1 625
Automotive 861 381 388 477 583
Other 78 80 7  – –
Sub total 7 313 7 148 8 475 12 029 12 590
Operations sold 3 597 1 372 283  – –
Less inter-business eliminations –234 –192 –184 –265 –277
Group total 10 676 8 328 8 574 11 764 12 313

Net Sales by Market Area, FIM millions 1993 1994 1995 1996 1997

Finland 1 838 1 575 1 365 3 873 2 514
Other Nordic countries 2 041 841 1 068 1 722 1 370
Other European countries 1 920 1 831 1 642 2 132 1 788
North America 2 344 2 310 2 558 2 246 3 710
South America 1 177 537 175 274 228
Asia 1 034 848 1 453 1 430 2 535
Other countries 322 386 313 87 168
Group total 10 676 8 328 8 574 11 764 12 313

Net Sales by
Business Group 1997, %

Net Sales by Business
Group, FIM millions

Automotive
Automation
Power
Transmission

Net Sales by Market Area,
FIM millions
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Following the merger of Oy Sisu Ab and
Partek Corporation, Valmet became a
minority shareholder in Partek, with a
10.5 % interest. This restructuring resulted
in an extraordinary profit of FIM 200 million
for Valmet. Valmet’s current holding in
Partek is 8.5 %. Valmet’s current portfolio
of shares in listed companies has a market
value of approximately FIM 805 million.

All pending patent litigation between
Valmet and Beloit has been settled.
Valmet’s payment to Beloit of a USD
15 million lump-sum indemnity has been
included in extraordinary expenses in the
1997 consolidated income statement.

FINANCING AND BALANCE SHEET

STRUCTURE

The Group’s liquidity remained good
throughout the year. Liquid assets, i.e.
cash and short-term investments, were
FIM 1,581 million (FIM 1,602 million) at the
end of the accounting period, and the ratio
of current assets to current liabilities was
1.4 (1.3). The return on net assets before
extraordinary items was 20.6 % (23.4 %).

The balance sheet total was FIM 10,073
million (FIM 8,302 million). The Group’s
equity ratio was 40.3 % (42.8 %), and the
parent company’s 47.1 % (55.5 %). During
the year interest-bearing debt grew by FIM
1,033 million to FIM 2,323 million. This
increase in debt was due to increased

Group’s Financial Performance, FIM millions 1993 1994 1995 1996 1997

Operating profit
Business Groups:

Paper and Board Machinery 182 235 425 705 711
Power Transmission 19 22 21 41 44
Automation 77 80 101 140 100
Automotive 74 92 94 105 112
Others 32 5 4 –5 –
Subtotal 384 434 645 986 967
Operations sold 175 17 –7 – –

Total 559 451 638 986 967
Less unallocated corporate overhead
and inter-business eliminations –80 –80 –108 –65 –28

Operating profit, total 479 371 530 921 939
Financial income and expenses –379 –220 27 115 66
Share of profits or losses of
associated companies 52 80 20 13
Income after financial items 100 203 637 1 056 1018
Extraordinary income and expenses –154 –25 82 –36 119
Income before taxes –54 178 719 1 020 1 137

Net Sales by
Market Area 1997, %

Order Backlog, Dec 31,
FIM millions

working capital needs and the acquisition
of Atlas. The Group’s cash and short-term
investments less interest-bearing debt
amounted to FIM 741 million, or 18.8 %
(–9.5 %) of equity.

The Group’s cash flow after investments
was FIM –848 million (FIM 709 million).
Financial status and credit worthiness are
good.

In December 1997, Valmet Corporation
issued bonds worth USD 200 million to the
US market. The bonds mature in ten years,
and the nominal interest rate is 6 7/8 %.
The bonds are SEC registered public
bonds, and this is the first such arrange-
ment by a Finnish industrial company on
the US capital markets. The bonds are
being issued as part of a long-term policy
to optimise the company’s capital structure
and diversify it’s funding. The bonds are
part of Valmet’s general financing and have
been used to partly replace shorter-term
loans. Valmet’s long-term loans have
received a Baa2 rating from Moody’s and
a BBB+ rating from Standard & Poors.

The Group’s net financial income was
FIM 66 million (FIM 115 million), of which
FIM 62 million (FIM 64 million) resulted from
foreign exchange gains. A considerable
proportion of the Group’s cash flow is in
currencies other than Finnish markka. The
major currency in terms of sales income is
the US dollar.
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The impact of exchange rate fluctua-
tions are cushioned by the fact that Valmet
has production in different countries and
can operate locally in the currency of the
country in question. In addition, assets and
order backlog in different currencies are
hedged by loans and financial instruments

Consolidated Balance Sheet, FIM millions 1993 1994 1995 1996 1997

Paper and Board Machinery 6 496 5 242 5 038 4 568 7 365
Power Transmission 160 188 213 239 262
Automation 860 804 877 818 918
Automotive 810 638 387 493 668
Others 149 1 644 2 691 2 184 860
Subtotal 8 475 8 516 9 206 8 302 10 073
Operations sold 3 291 389 435 – –
Group total 11 766 8 905 9 641 8 302 10 073

OUTLOOK

Demand for paper and board products is
expected to continue to grow in 1998,
although slightly less than in 1997. It is
expected that European and North Ameri-
can paper industry investments will pick
up in the second half of the year, if paper
grades prices continue to rise. Asian paper
consumption is still growing faster than
anywhere else in the world, despite eco-
nomic instability. There are a great many
new machine projects in China. The Latin
American markets have shown signs of
picking up.

In order to reduce its sensitivity to busi-
ness cycles and dependency on individual

BOARD OF DIRECTORS PROPOSAL FOR DISTRIBUTION OF PROFIT

The Board proposes to the Annual General meeting that a dividend of FIM 3.50 per share
be paid for the fiscal year ended December 31, 1997. The record date of this purpose will
be April 2, 1998. The dividend will be paid to all shareholders who, on the record date, are
recorded in Valmet Corporation’s register of shareholders, which is held by the Finnish
Central Securities Depositary Ltd. The dividend will be paid on April 9, 1998.

Helsinki, February 24, 1998

Paavo Rantanen
Chairman of the Board

Teuvo Kinnunen Jarmo Leppiniemi
Markku Mäkinen Jaakko Rauramo
Matti Sundberg Juhani Yli-Paavola

denominated in those currencies based on
projected cash flows for the months ahead.

At the end of the year, Valmet’s market
capitalization was FIM 5,873 million (FIM
6,326 million). Consolidated earnings per
share were FIM 49.85 (FIM 41.57)

markets, Valmet is continuing to expand
its international marketing and service net-
work. In the long term, net sales are
expected to be distributed evenly between
Europe, North America and Asia. Growth
will also be partly oriented towards devel-
oping markets, particularly Latin America.
As the markets for new machines stabilize,
investments in machine rebuilds and serv-
ice, where the demand is growing, will be
increased.

1998 net sales are expected to remain
at a high level. Due to the internal quality
and efficiency programs, as well as control-
led sub-contracting, profitability is also
expected to remain good.
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Consolidated Income Statement

(FIM millions) 1997 1996

Net sales 12 313 100 % 11 764 100 %
Cost of sales –9 166 –8 986
Gross profit 3 147 26 % 2 778 24 %
Marketing and selling expenses –933 –733
Research and development expenses –472 –404
Administrative expenses –765 –694
Amortization of goodwill  (2) –38 –26
Operating profit  (1, 2) 939 8 % 921 8 %
Financial income and expenses  (3) 66 115
Share of profits or losses of associated companies  (4) 13 20
Income after financial items 1 018 8 % 1 056 9 %
Extraordinary income  (5) 200 82
Extraordinary expenses  (5) –81 –118
Income before income taxes 1 137 9 % 1 020 9 %
Income taxes  (6) –253 –200
Minority interests –21 –14
Net income 863 7 % 806 7 %
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Consolidated Balance Sheet

ASSETS

(FIM millions) Dec 31, 1997 Dec 31, 1996

FIXED ASSETS AND LONG-TERM INVESTMENTS
Intangible assets  (7)

Goodwill  (9) 526 60
Other intangible assets 161 120

687 180
Tangible fixed assets  (7)

Land and water areas 248 225
Buildings 878 729
Machinery and equipment 1 155 1 029
Other tangible assets 25 23
Assets under construction 154 145

2 460 2 151

Advances paid for fixed assets 13 7

Long-term investments
Shareholdings and other securities  (8) 1 087 970
Loans receivable 3 10
Other long-term assets 48 37

1 138 1 017
4 298 43 % 3 355 40 %

UNFUNDED PENSIONS  (10) 108 1 % 149 2 %

CURRENT ASSETS
Inventories

Materials and supplies 344 302
Finished products 104 86

448 388
Receivables  (11, 12, 21)

Trade receivables, interest-bearing 84 123
Trade receivables, non-interest-bearing 1 890 1 526
Cost and earnings of projects under construction
in excess of billings  (12) 887 735
Loans receivable 29 44
Accrued income and prepaid expenses 589 329
Other receivables 159 51

3 638 2 808

Cash and short-term investments  (13) 1 581 1 602
5 667 56 % 4 798 58 %

TOTAL 10 073 100 % 8 302 100 %
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Assets, FIM millions Liabilities and Equity,
FIM millions

Equity per Share, FIM Net Debt/Equity, %

LIABILITIES AND SHAREHOLDERS’ EQUITY

(FIM millions) Dec 31, 1997 Dec 31, 1996

SHAREHOLDERS’ EQUITY  (14)
Share capital 851 851
Restricted funds 1 351 1 351
Cumulative translation adjustment –114 –131
Retained earnings 942 370
Net income for the year 863 806

3 893 39 % 3 247 40 %

MINORITY INTEREST 56 – 36  –

LIABILITIES  (15)
Long-term debt

Bonds 1 445 520
Loans from financial institutions 350 159
Other long-term debt 155 241

1 950 19 % 920 11 %
Other long-term liabilities

Deferred tax liability  (16) 71 57
Accrued expenses (10), (17) 191 293

262 3 % 350 4 %
Current liabilities

Short-term portion of long-term debt  (15) 219 121
Other interest-bearing short-term liabilities  (18) 154 249
Non-interest-bearing current liabilities

Accounts payable 877 791
Billings in excess of cost and earnings of projects
under construction  (12) 267 631
Accrued expenses and prepaid income  (19) 2 314 1 868
Other current liabilities 81 89

3 539 3 379
3 912 39 % 3 749 45 %
6 124 5 019

TOTAL 10 073 100 % 8 302 100 %
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(FIM millions) 1997 1996

Cash flows from operating activities:
Net income 863 806
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization 432 431
Gain on sale of property and equipment –12 –1
(Gain) loss on securities 25 –30
Gain on sale of subsidiaries and associated companies –200 –19
Foreign exchange losses 74 2
Deferred income taxes 14 –5
Share of profits or losses of associated companies –13 –20
Dividends from associated companies 7 32
Other non-cash items 21 17

Changes in assets and liabilities, net of effects of dispositions of businesses:
Receivables –309 –34
Inventories 17 –1
Accounts payable –26 122
Billings in excess of cost and earnings of projects under construction –575 –649
Accrued expenses and prepaid income 325 565
Other current liabilities –225 43

Net cash provided by operating activities 418 1 259
Cash flows from investing activities:

Cash proceeds from sale of property and equipment 110 31
Capital expenditures on property and equipment –649 –621
Purchase of subsidiary, net of cash acquired –727 –11
Proceeds from sale of subsidiaries and investments in
associated companies, net of cash disposed – 51

Net cash used by investing activities –1 266 –550
Cash flows from financing activities:

Redemption and cancellation of shares – –494
Dividends paid –234 –149
Proceeds from issuance of debt 1 465 83
Principal payments on debt –404 –647
Other – 6

Net cash provided (used) by financing activities 827 –1 201
Effect of changes in exchange rates and market values of
cash and short-term investments – 20
Net decrease in cash and short-term investments –21 –472
Cash and short-term investments at beginning of year 1 602 2 074
Cash and short-term investments at end of year 1 581 1 602

Supplemental cash flow information:
The following is a summary of non-cash financing and investing activities:
Acquisitions:

Assets acquired 997 48
Liabilities assumed –270 –37
Cash paid, net of cash acquired 727 11

Disposals:
Non-cash assets disposed of – 328
Less liabilities disposed of – –296
Net non-cash assets sold – 32
Gain on sale – 19
Cash received from sale, net of cash disposed – 51

Consolidated Statement of Cash Flow
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(FIM millions) 1997 1996

Net sales 6 751 100 % 6 998 100 %
Cost of sales –5 311 –5 508
Gross profit 1 440 21 % 1 490 21 %
Marketing and selling expenses –380 –277
Research and development expenses –281 –235
Administrative expenses –349 –309
Operating profit  (1, 2) 430 6 % 669 10 %
Financial income and expenses  (3) 273 7
Income after financial items 703 10 % 676 10 %
Group internal contributions –10 –9
Extraordinary income and expenses (5) 157 –97
Income before income taxes 850 13 % 570 8 %
Allocations to untaxed reserves –65 –
Income taxes –196 –127
Net income 589 9 % 443 6 %

Parent Company Statement of Cash Flow

(FIM millions) 1997 1996

Cash flows from operating activities:
Net income 589 443
Adjustments to reconcile net income to net cash provided by operating activities 66 322
Changes in assets and liabilities, net of effects of dispositions of businesses –1 006 –292

Net cash provided by operating activities –351 473
Cash flows from investing activities –801 –209
Cash flows from financing activities 995 –847
Net decrease in cash and short-term investments –157 –583
Cash and short-term investments at beginning of year 1 150 1 733
Cash and short-term investments at end of year 993 1 150

Parent Company Income Statement
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ASSETS

(FIM millions) Dec 31, 1997 Dec 31, 1996

FIXED ASSETS AND LONG-TERM INVESTMENTS
Intangible assets  (7) 117 82
Tangible fixed assets  (7) 1 061 1 012
Advances paid for fixed assets 6 5
Long-term investments

Shareholdings and other securities  (8) 2 850 2 060
Loans receivable  (21) 447 321

3 297 2 381
4 481 55 % 3 480 55 %

UNFUNDED PENSIONS  (10) 108 1 % 149 2 %

CURRENT ASSETS
Inventories 121 147
Receivables  (11, 21) 2 471 1 433
Cash and short-term investments  (13) 993 1 150

3 585 44 % 2 730 43 %
TOTAL 8 174  100 % 6 359 100 %

LIABILITIES AND SHAREHOLDERS’ EQUITY

SHAREHOLDERS’ EQUITY  (14)
Share capital 851 851
Legal reserve 1 281 1 281
Revaluation reserve 200 200
Retained earnings 749 540
Net income for the year 589 443

3 670 45 % 3 315 52 %

UNTAXED RESERVES 70 1 % 5 –

LIABILITIES  (15)

Long-term debt 1 786 22 % 562 9 %

Other long-term liabilities
Accrued expenses  (10, 17) 116 1 % 216 3 %

Current liabilities
Short-term portion of long-term debt  (15) 10 9
Other interest-bearing short-term liabilities  (18) 497 423
Non-interest-bearing current liabilities  (19) 2 025 1 829

2 532 31 % 2 261 36 %
4 434 3 039

TOTAL 8 174 100 % 6 359 100 %

Parent Company Balance Sheet
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(1) PERSONNEL COSTS
The information regarding personnel costs is as follows:

Group Parent Company

(FIM millions) 1997 1996 1997 1996

Wages and salaries 2 639 2 308 1 090 1 024
Pension costs 391 408 226 246
Other indirect employee costs 432 448 181 215
Total 3 462 3 164 1 497 1 485

Other information:
Salaries to the members of the Supervisory Board, the Boards of
Directors and Chief Executive Officers of Group Companies 37 33 3 6

Bonuses to the members of the Boards of Directors and
Chief Executive Officers 4 4 1 2

President and CEO of the Parent Company is entitled to retire at the age of 60.

(2) DEPRECIATION AND AMORTIZATION
Depreciation and amortization expense is allocated in the Income Statement as follows:

Group Parent Company

(FIM millions) 1997 1996 1997 1996

Cost of sales 252 234 93 91
Marketing and selling 18 16 4 4
Research and development 63 59 52 50
Administrative 61 49 26 29
Goodwill 38 26 – –
Total 432 384 175 174

Depreciation and amortization expense consists of the following components:
Consolidation goodwill 38 26 – –
Other goodwill 2 1 1 1
Other intangible assets 29 18 18 10
Buildings 53 48 29 28
Machinery and equipment 302 282 121 127
Other tangible assets 8 9 6 8
Total 432 384 175 174

Write-offs are deducted from the carrying values of fixed assets
in addition to depreciation expense as follows:
Write-off of buildings – 43 – –
Write-off of machinery and equipment – 9 – –
Write-off of shareholdings – – – 190
Total write-off of fixed assets – 52 – 190

Notes to the Financial Statements
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(3) FINANCIAL INCOME AND EXPENSES
The following information provides a summary of financial income and expenses:

Group Parent Company

(FIM millions) 1997 1996 1997 1996

Financial income:
Dividends received 22 14 161 64
Interest income 103 168 93 147
Other financial income (*) 32 5 19 –
Net gains and losses from foreign exchange 62 64 49 60
Tax credit regarding dividends 7 5 62 21

226 256 384 292
Financial expenses:

Interest expenses –128 –121 –94 –85
Other financial expenses –32 –20 –17 –10
Value adjustments of shares – – – –190

–160 –141 –111 –285
66 115 273 7

(*) Includes a gain of FIM 19 million from the sale of shares in listed companies.
Group

(FIM millions) 1997 1996

Unrealized gains and losses of short-term investments included in Group’s interest income are –25 30

(4)  INFORMATION ON ASSOCIATED COMPANIES
Information regarding the company’s investments in associated companies is described below:
A detailed specification of Valmet’s long-term investments in associated companies is contained in Note 8.

Group Parent Company

(FIM millions) 1997 1996 1997 1996

Dividends received 7 32 7 32
Share of profits or losses 13 20 – –
Equity value of investments in associated companies 250 482 199 390

(5) EXTRAORDINARY INCOME AND EXPENSES
Extraordinary income and expenses, including transactions considered outside the normal course of business, resulted from the following:

Group Parent Company

(FIM millions) 1997 1996 1997 1996

Extraordinary income:
Gains from the sale of land and water areas and buildings – 3 – 3
Net gains from the sale of shares and businesses (*) 200 18 247 –
Effect of changes in accounting principles (**) – 53 – –
Other income – 8 – –
Merger gain – – – 10

200 82 247 13
Extraordinary expenses:
Compensation to bankruptcy estate of Wärtsilä Marine Industries Inc. – –110 – –110
Compensation to Beloit regarding patent disputes –81 – –81 –
Settlements and other nonrecurring costs –  –8 –9 –

–81 –118 –90 –110

(*) In 1996, the Group sold 50.1 % of its shares in Valmet Aviation Industries to the Finnish State and recognized a gain of FIM 19 million
which is recorded as a component of extraordinary income. In 1997 Valmet sold its 25.4 % holding in Oy Sisu Ab to Partek Corporation
and recorded an extraordinary gain of FIM 200 million on the sale.

(**) The percentage of completion method of revenue recognition was applied in the Group accounting in 1996. The cumulative effect
of this change in accounting principle at January 1, 1996 was an income of FIM 53 million and is classified as a component of
extraordinary income and expenses, which represents income on contracts in process at December 31, 1995 that would have been
recorded in 1995 under the percentage of completion method.
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(6) INCOME TAXES
Income tax expense (benefit) consists of the following:

Group

(FIM millions)  1997 1996

Total current income tax expense (benefit) 239 205
Total deferred income tax expense (benefit) 14 –5
Total income taxes 253 200

Income taxes include tax expenses (benefits) due to extraordinary items 44 –10

The principal reasons for the difference between the “expected” income tax expense (benefit), computed by applying the statutory
Finnish tax rate of 28 percent to income (loss) before income taxes, and the actual income tax expense (benefit) are as follows:

“Expected” income tax expense (benefit) 318 286
Taxes for prior years –6 –14
Effect of change in Finnish tax rates – 3
Temporary differences for which no deferred tax had been provided –50 –21
Losses not currently utilized 13 41
Utilization of tax loss carryforwards for which no deferred tax had been provided –63 –33
Nontaxable income –4 –11
Expenses not deductible 51 18
Differences in foreign tax rates 5 –5
Deduction for write-down of investment in subsidiaries –9 –57
Other –2 –7
Income taxes 253 200

(7) FIXED ASSETS
Fixed assets of businesses sold during the year are not included in the fixed asset balances on January 1. Fixed assets of businesses
acquired during the year are included in the fixed asset balances on January 1. Exchange rate differences arising from consolidation
are included in the beginning balances in this specification. Write-offs are value adjustments made during a fiscal year. In the coming
years they will be deducted from acquisition cost.

Group Parent Company

(FIM millions) 1997 1996 1997 1996

Consolidated goodwill:
Acquisition cost, beginning of year 259 260 – –
Additions 501 11 – –
Disposals – – – –
Accumulated amortization –241 –216 – –
Book value, end of year 520 55 – –

Other goodwill:
Acquisition cost, beginning of year 17 16 10 10
Additions 4 – – –
Disposals – – – –
Accumulated amortization –15 –11 –9 –8
Book value, end of year. 6 5 1 2

Other intangible assets:
Acquisition cost, beginning of year 216 180 129 94
Additions 80 37 53 38
Disposals –13 –3 – –14
Accumulated depreciation –122 –94 –66 –37
Book value, end of year 161 120 116 81

Land and water areas:
Acquisition cost, beginning of year 227 222 130 124
Additions 24 1 1 8
Disposals –3 2 –2 –2
Book value, end of year 248 225 129 130
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Group Parent Company

(FIM millions) 1997 1996 1997 1996

Buildings:
Acquisition cost, beginning of year 1 338 1 182 577 510
Additions 110 73 61 125
Disposals –27 – –11 –34
Accumulated depreciation –543 –483 –277 –272
Write-offs this year – –43 – –
Book value, end of year 878 729 350 329

Machinery and equipment:
Acquisition cost, beginning of year 3 388 2 847 1 565 1 223
Additions 423 475 167 392
Disposals –35 –20 –8 –136
Accumulated depreciation –2 621 –2 264 –1 237 –1 031
Write-offs this year – –9 – –
Book value, end of year 1 155 1 029 487 448

Other tangible assets:
Acquisition cost, beginning of year 131 127 85 80
Additions 12 5 5 9
Disposals –1 –3 – –7
Accumulated depreciation –117 –106 –72 –63
Book value, end of year 25 23 18 19

Assets in construction:
Acquisition cost, beginning of year 148 154 86 114
Additions 194 265 98 193
Disposals and transfers –188 –274 –107 –221
Book value, end  of year 154 145 77 86

Property insurance values of tangible fixed assets 7 305 7 236 3 298 3 551

Taxation values
Land and water areas 93 108 39 56
Buildings 734 686 369 332
Shareholdings, subsidiaries – – 1 944 1 189
Shareholdings, associated companies 171 326 170 325
Shareholdings, other companies 609 307 333 58

1 607 1 427 2 855 1 960

(8) SHAREHOLDINGS AND OTHER SECURITIES
Parent company Ownership

ownership via subsid.
Number of  Book value Book value

(The staggering of the names shows the chain of ownership) Country  shares % Nominal value  FIM millions FIM millions

SUBSIDIARIES Dec 31, 1997
Valmet-Boustead Pty. Ltd. Australia 4 000 000 100 AUD 1 41
Valmet (ANZ) Pty Ltd Australia 139 420 100 AUD 1 –
Valmet Canada Inc. Canada 100 95
Valmet Chile Ltda. Chile 100 – –
Finbow Oy Finland 10 200 60 FIM 50 3
Valmet-Raisio Oy Finland 204 51 FIM 10 000 13

Valmet-Raisio GmbH Germany 100 –
Oulun Kumitehdas Oy Finland 496 55,1 FIM 1 000 3

Oulun Norrcon Oy Finland 8 500 100 FIM 100
Comroll Oy Finland 30 100 FIM 500
UHAB Industrigummering AB Sweden 4 860 81 SEK 100

Pinaltek Oy Finland 130 52 FIM 1 000 2
Valmet Dura Inc. Finland 1 200 60 FIM 10 000 12
Roval S.A.R.L. France 10 000 100 FRF 1 000 7
Valmet S.A.R.L. France 98 98 FRF 500 –
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Parent company Ownership
ownership via subsid.

Number of  Book value Book value
(The staggering of the names shows the chain of ownership) Country  shares % Nominal value  FIM millions FIM millions

Valmet GmbH Germany 100 17
Valmet Ges.m.b.H. Austria 100 –
Valmet Service GmbH Germany 100 8
Valmet Vertrieb GmbH Germany 100 1

Valmet-Como S.p.A. Italy 10 000 100 ITL 1 000 000 120
Valmet-Gorizia S.p.A. Italy 146 300 100 ITL 100 000 48
Valmet Rotomec S.p.A. Italy 6 999 362 100 ITL 1 000 69 –

Rotomec Frabelux S.A.R.L. France 850 85 FRF 100 –
Rotomec Service GmbH Germany 1 000 100 DEM 100 –
Rotomec Iberica S.A. Spain 2 480 80 ESP 1 000 –
Rotomec America Inc. USA 2 020 100 USD 100 –

Valmet-Ameriflex, Ltd. USA 100 3
Valmet Japan Co., Ltd. Japan 100 100 JPY 100 000 –
Valmet Korea Inc. Korea 10 000 100 WON 10 000 1
Valmet (SEA) Pte Ltd Singapore 820 000 100 SGD 1 1 1

PT Valmet Indonesia Indonesia 100 000 100 USD 1 –
Valmet Technology (Thailand) Co., Ltd. Thailand 999 993 100 THB 100 18
Valmet (UK) Limited UK 9 999 100 GBP 1 –
Valmet Converting PLC UK 40 000 000 100 GBP 1 354

Atlas Converting Equipment plc UK 10 576 839 100 GBP 0,05 – 779
Atlas Hurley Moate Ltd UK 2 100 GBP 1 –
General Vacuum Equipment Ltd UK 100 100 GBP 1 –
Titan Converting Equipment Ltd UK 100 100 GBP 1 –
Atlas Group Americas Ltd USA 5 000 100 GBP 1 –

Valmet Automation Inc. Finland 3 000 000 100 FIM 60 230
Valmet Automation (Australasia) Pty. Ltd. Australia 502 100 AUD 1 2
Valmet Automation Ges.m.b.H. Austria 100 –
Valmet Automation (Canada) Ltd. Canada 11 186 391 100 112
CPS Electronics Inc. Finland 3 000 100 FIM 1 000 3
Levec Inc. Finland 4 000 100 FIM 100 –
Sensodec Oy Finland 800 100 FIM 1 000 8
Valmet Automation Kajaani Ltd. Finland 1 500 100 FIM 10 000 21
Valmet Automation Projects Ltd. Finland 3 000 100 FIM 1 000 3
Valmet Fisher-Rosemount Inc. Finland 102 51 FIM 10 000 1
Valmet Automation France S.A. France 19 816 99,1 FRF 1 000 – –
Valmet Automation GmbH Germany 3 500 100 DEM 1 000 10
Valmet Automation K.K. Japan 300 100 JPY 50 000 –
Valmet Automation AS Norway 50 100 NOK 1 000 –
Valmet Automation Polska spolka z.o.o. Poland 100 –
Valmet Automation B.V. The Netherlands 1 700 100 NLG 100 –
Valmet Automation Ltd. UK 200 000 100 GBP 1 1

Valmet Automotive Inc. Finland 63 200 100 FIM 1 000 363
Euromotive Inc. Finland 50 100 FIM 100 000 5

Valmet Power Transmission Inc. Finland 6 000 100 FIM 5 000 49
Valmet Hydraulics Oy Finland 15 000 100 FIM 1 000 25

Statemet Insurance Company Limited Guernsey 249 993 100 USD 1 1
Valfin Ltd. Finland 255 100 FIM 200 000 51

Valmet Svenska AB Sweden 800 000 100 SEK 100 107
Valmet Automation (Sverige) AB Sweden 46 000 100 SEK 100 4
Valmet-Karlstad AB Sweden 70 000 100 SEK 1 000 47
Valmet Skandinavien AB Sweden 200 100 SEK 1 000 –

Valmet NV Inc. USA 515 100 USD 1 512 –
Valmet Inc. USA 100 305
Valmet Automation (USA) Inc. USA 100 171
Valfin Incorporated USA 100 138

2 118 1 650
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SHAREHOLDINGS AND OTHER SECURITIES OF
THE GROUP CONSIST OF THE FOLLOWING:                              Dec 31, 1997                     Dec 31, 1996

Equity value Equity value
 Shares % Held FIM mill. Shares % Held FIM mill.

Investment in associated companies:
Oy Scan-Auto Ab 350 000 50.0 % 135 350 000 50.0 % 133
Sako Ltd. 40 000 50.0 % 43 40 000 50.0 % 42
Oy Sisu Ab – – – 9 397 106 25.4 % 247
Other 72 60
Total investment in associated companies 250 482

Book value Fair value Book value Fair value
 Shares % Held FIM mill. FIM mill. Shares % Held FIM mill. FIM mill.

Investment in other securities:
UPM Kymmene Corporation 2 954 396 1.1 % 269 322 2 784 396 1.0 % 249 269
Tamfelt Corporation 181 575 2.8 % 26 36 181 575 2.8 % 26 22
Merita Ltd 444 266 0.1 % 7 13 440 000 0.1 % 7 7
Sampo Insurance Company Limited 356 408 0.6 % 7 63 89 102 0.6 % 7 32
Sato Corporation 86 760 4.7 % 21 21 86 760 4.7 % 21 21
Patria Finavitec Oy 3 996 49.9 % 71 71 3 996 49.9 % 71 71
Partek Corporation 4 126 039 8.5 % 337 351 – – – –
Other 99 101 107 111
Total investment in other securities 837 978 488 534
Total shareholdings and other securities 1 087 1 228 970 1 016

Revaluations included in Group’s investments in associated companies were FIM 70 million at December 31, 1997 and 1996.

(9) GOODWILL
 In July 1997 Valmet acquired a U.K. company, Atlas Converting Equipment plc and its subsidiaries for a net price of FIM 725 million.
Goodwill amounting to FIM 496 million has been recorded on the acquisition and the goodwill will be amortized over 15 years, which
represents its estimated economic life.

(10) UNFUNDED PENSIONS
Unfunded pension liability refers to that part of total pension liability which has not yet been accrued. The full amount
of the unfunded pension liability will be accrued by the end of year 2000 through periodic charges to income.

Group, Dec 31 Parent Company, Dec 31

(FIM millions) 1997 1996 1997 1996

Voluntary additional pension liability to Valmet’s Pension Fund 44 60 44 60
Parent company’s additional direct pension liability 64 89 64 89

108 149 108 149

The unfunded pension liabilities are included in assets and long term accrued expenses in the Balance Sheet. The statutory pension liability
was transferred from Valmet’s Pension Fund to an insurance company at January 1, 1992. Valmet’s Pension Fund has been closed to new
employees since 1987. Due to the closing of the Pension Fund the unfunded pension liability will decrease in the future and the remaining
part of the liability will be charged to income by the end of the year 2000.

(11) RECEIVABLES
The information regarding Valmet’s receivables is as follows:

Group, Dec 31 Parent Company, Dec 31

(FIM millions) 1997 1996 1997 1996

Receivables due later than one year:
Trade receivables, interest-bearing 41 76 – –
Trade receivables, non-interest-bearing 25 24 31 34
Accrued income and prepaid expenses 22 17 1 –
Other receivables 11 9 – –

99 126 32 34

Interest-bearing receivables, total 182 194 75 30
The allowance for doubtful accounts 57 36 – 1
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(12) COST AND EARNINGS OF PROJECTS UNDER CONSTRUCTION IN EXCESS OF BILLINGS/
 BILLINGS IN EXCESS OF COST AND EARNINGS OF PROJECTS UNDER CONSTRUCTION
 Information on balance sheet items of uncompleted projects at December 31, 1997 (Group):

Cost and earnings of Billings of
(FIM millions) uncompleted projects projects Net

Projects, where Costs and earnings exceed Billings 3 006 2 119 887

Projects, where Billings exceed Costs and earnings 84 351 –267

Net sales coming from projects which were uncompleted at the year end were FIM 2,148 million in 1997 and FIM 1,286 million in 1996.

(13) CASH AND SHORT TERM INVESTMENT
Group, Dec 31 Parent Company, Dec 31

(FIM millions) 1997 1996 1997 1996

Cash 318 301 31 28
Short-term investments 1 263 1 301 962 1 122

1 581 1 602 993 1 150

Short-term investments consist of time deposits, commercial papers, certificates of deposit, treasury bills, bonds and other securities.

(14) SHAREHOLDERS’ EQUITY
Changes in consolidated shareholders’ equity are as follows:                        Other shareholders’ Equity

Cumulative Total
Share Restricted translation Retained shareholders’

(FIM millions) capital funds adjustment earnings equity
Balance at Jan 1, 1995 851 1 351 –113 417 2 506
Net income – – – 656 656
Dividends – – – –43 –43
Share of associated companies’ gains and losses from previous years – – – –17 –17
Translation differences – – –36 – –36
Balance at Dec 31. 1995 851 1 351 –149 1 013 3 066
Net income – – – 806 806
Dividends – – – –149 –149
Redemption and cancellation of shares – – – –494 –494
Translation differences – – 18 – 18
Balance at Dec 31, 1996 851 1 351 –131 1 176 3 247
Net income – – – 863 863
Dividends – – – –234 –234
Translation differences – – 17 – 17
Balance at Dec 31, 1997 851 1 351 –114 1 805 3 893

Unrestricted shareholders’ equity was FIM 1,644 million at December 31, 1997 and FIM 1,037 million at December 31, 1996. Unrestricted
shareholders’ equity includes untaxed reserves less deferred taxes FIM 67 million at December 31, 1997 and FIM 21 million at December
31, 1996. At December 31, 1997, FIM 47 million of the cumulative translation adjustment was considered as restricted funds and
FIM –161 million as unrestricted funds. According to the Finnish Companies Act, free distributable funds of the Group were FIM 1,578
million at December 31, 1997 and FIM 1,016 million at December 31, 1996. Dividends will be declared and paid in Finnish markka.

Changes in the parent company’s shareholder’s equity are as follows:                                     Other shareholders Equity
Total

Share Restricted Retained shareholders’
(FIM millions) capital funds earnings equity
Balance at Jan 1, 1996 851 1 481 1 183 3 515
Net income – – 443 443
Dividends – – –149 –149
Redemption and cancellation of shares – – –494 –494
Balance at Dec 31, 1996 851 1 481 983 3 315
Net income – – 589 589
Dividends – – –234 –234
Balance at Dec 31, 1997 851 1 481 1 338 3 670
Unrestricted equity of Parent Company at December 31, 1997 was FIM 1,338 million and FIM 983 million at December 31, 1996.
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(15) LONG-TERM DEBT
Long-term debt of Valmet Group consists of the following:

                                                                                                                                                                 Group

Dec 31, 1997 Dec 31, 1996
Short-term Long-term Short-term Long-term

(FIM millions) Total portion debt Total portion debt

Bonds 1 446 1 1 445 521 1 520
Loans from financial institutions 449 99 350 258 99 159
Other long-term loans 274 119 155 262 21 241
Total 2 169 219 1 950 1 041 121 920

Bonds consist primarily of a 200 million U.S.dollar bond, issued in the United States and registered with the Securities Exchange
Commission (SEC). The Bond matures in 2007 and bears a fixed annual rate of 6.875%. A part of that bond has been converted
through a currency swap agreement into a fixed rate loan in British pound sterling.

Another bond is a FIM 300 million bond with fixed interest rate of ten percent. The bond matures between 2000 and 2002.
This bond has been converted to U.S. dollars and to different rates of interest through the use of currency and interest rate swaps.

Loans from financial institutions consist of international bank borrowings with varying maturities and either fixed or floating interest rates.
The majority of the Group’s loans from financial institutions are denominated in U.S. dollars. Other bank loans are denominated in various
currencies such as Italian liras, Finnish markkas, Canadian dollars and British pound sterling. The interest rates of the loans range from
1.625 percent to 11.8 percent at December 31, 1997 and they mature between 1998 and 2006.

Other long-term loans consist principally of government loans and loans from governmental agencies (e.g., for research and
development support) and pension loans at interest rates ranging from 1.0 percent to 11.4 percent at December 31, 1997. The balance
of pension loans included in other long-term loans at December 31, 1997 was FIM 24 million and FIM 134 million at December 31, 1996.
“Pension loans”, as permitted in Finland, consist mainly of relending of contributions paid for pensions.

For substantially all of their bank debt, the Group does not have any financial covenants.
As of December 31, 1997 the Group had FIM 434 million in long-term committed borrowing facilities that were unused and FIM 558

million unused credit facilities and similar lines of credit.

Long-term debt of Valmet Group at December 31, 1997 will be payable as follows:

Loans from financial Other long-
(FIM millions) Bonds  institutions term loans Total

1998 1 99 119 219
1999 1 51 30 82
2000 101 20 26 147
2001 101 7 13 121
2002 160 1 10 171
2003 and later 1 082 271 76 1 429
Total 1 446 449 274 2 169

Long-term debt of Parent Company consists of the following:
                             Parent Company

31.12.1997 31.12.1996
Short-term Long-term Short-term Long-term

(FIM millions) Total portion debt Total portion debt
Bonds 1 439 – 1 439 514 – 514
Loans from financial institutions 278 3 275 9 3 6
Other long-term loans 79 7 72 48 6 42
Total 1 796 10 1 786 571 9 562

Long-term debt of Parent Company at December 31, 1997 will be payable as follows:

Loans from financial Other long-
(FIM millions) Bonds  institutions term loans Total

1998 – 3 7 10
1999 – 1 12 13
2000 100 1 11 112
2001 100 2 8 110
2002 160 – 4 164
2003 and later 1 079 271 37 1 387
Total 1 439 278 79 1 796
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(16) DEFERRED INCOME TAXES
The net deferred tax liability of the Group consists of the following:

                                                                                                                                      Group

(FIM millions) 31.12.1997 31.12.1996

Deferred tax liabilities:
    Property and equipment 113 88
    Untaxed reserves 1 22
    Other 9 4
Total deferred tax liabilities 123 114

Deferred tax assets:
    Tax loss carryforwards 235 318
    Property and equipment 90 94
    Other 88 103
    Less tax assets not recognized –362 –458
Net deferred tax assets 51 57
Net deferred tax liabilities 72 57

Deferred taxes have not been provided on the unremitted earnings of subsidiaries and associated companies because such earnings are
intended to be permanently reinvested or can be recovered in a tax-free manner and, in the case of associated companies, are not material.

Tax regulations in some countries permit tax deductions for allocations to special reserves with such amounts being accumulated in
untaxed reserve accounts. In the Consolidated Balance Sheets, untaxed reserves in Group companies are allocated between shareholders’
equity and deferred tax liabilities.

The Group’s tax loss carryforwards were FIM 631 million and FIM 861 million at December 31, 1997 and 1996, respectively.
FIM 293 million of the tax loss carryforwards at December 31, 1997 have no expiration date. Of the remaining tax loss carryforwards,
FIM 113 million arises in Italy and expires during the years 1998 to 2001, FIM 23 million is from Canada and expires during the period
1998 to 2002, FIM 1 million is from France and expires during the period 2000 to 2001 and FIM 201 million relates to the U.S. and
expires during the period 1999 to 2007.

(17) ACCRUED EXPENSES, LONG-TERM
Group , Dec 31 Parent Company, Dec 31

(FIM millions) 1997 1996 1997 1996

Voluntary additional pension liabilities (Note 10) 137 154 115 149
Provisions for other claims and compensations 2 60 1 56
Other long-term provisions and accruals 52 79 – 11

191 293 116 216

(18) OTHER INTEREST-BEARING SHORT-TERM LIABILITIES
Other interest-bearing short-term liabilities consist primarily of short-term borrowing under various credit lines, trade finance advances and
deposits accepted from Personnel, Pension and Support Funds. The weighted average interest rates on short-term borrowings for the year
ended December 31, 1997 was 5.26 percent.

(19) ACCRUED EXPENSES AND PREPAID INCOME, CURRENT LIABILITIES
A detailed specification of accrued expenses and prepaid income is as follows:

Group, Dec 31 Parent Company, Dec 31

(FIM millions) 1997 1996 1997 1996

Personnel costs 606 440 289 235
Interest expenses 30 55 14 25
Income taxes 175 148 71 38
Accrued expenses related to long-term contracts 821 722 580 346
Provisions for warranty claims 334 299 205 189
Other accruals 270 131 74 59
Provisions for losses on long-term contracts 31 21 18 11
Provisions related to reorganization of production operations 18 25 5 1
Other provisions 29 27 10 12

2 314 1 868 1 266 916
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(20) ASSETS PLEDGED AND CONTINGENT LIABILITIES
Group, Dec 31 Parent Company, Dec 31

(FIM millions) 1997 1996 1997 1996

Mortgages on corporate debt 80 87 – 2

Other pledges and contingencies
Mortgages 35 35 – –
Pledged shares 4 4 – –
Other pledged assets 7 8 – –

Guarantees on behalf of subsidiaries – – 788 909

Guarantees on behalf of associated companies 8 14 8 14

Other guarantees 11 23 8 20
Total 65 84 804 944

Leasing-repurchase commitments 19 30 19 29

The mortgage amount has been calculated as the amount of the corresponding loans. The nominal value of the mortgages at
December, 1997 was FIM 50 million larger than the amount of the corresponding loans. The pledged shares amount has been
calculated as the amount of the corresponding loans and other commitments.

(21)  RELATED PARTY INFORMATION
Information regarding transactions with related parties is as follows:

Group  Parent Company

(FIM millions) 1997 1996 1997 1996

Associated companies:
Receivables – current

Trade receivables, non-interest-bearing 1 – 1 –
Loans receivable – 15 – –
Accrued income and prepaid expenses – 2 – 2

1 17 1 2

Sales to associated companies – 62 – 57

Members of the Board of Directors and the Chief Executive Officers:
Loans receivable – long-term 1 1 1 1

Subsidiaries (regarding Parent Company only):
Loans receivable – long-term – – 447 320

Receivables – current
Trade receivables, non-interest bearing – – 155 189
Loans receivable – – 355 95
Accrued income and prepaid expenses – – 77 87

– – 587 371
Current liabilities

Accounts payable – – 179 132
Advances received – – 4 26
Cash pool balance – – 445 365

– – 628 523
Financial income and expenses:

Interest income – – 33 21
Interest expenses – – –15 –16

– – 18 5
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(22) OPERATING LEASE COMMITMENTS
The minimum lease payments under non-cancellable, operating lease agreements:

(FIM millions) Group

1998 87
1999 88
2000 74
2001 34
2002 12
2003 and later 34
Total 329

Rental expense for operating leases was FIM 139 million in 1997 and FIM 111 million in 1996. Amounts under finance leases
are not significant.

(23) FINANCIAL INSTRUMENTS AND RISK MANAGEMENT
The Group’s financial function must identify the financial risks connected with the business operations and minimize their impacts
on the Group’s financial result. To minimize financial risks, the Group uses different derivative instruments, such as forward contracts,
currency and interest rate swaps and options. Derivatives are used only to support the underlying businesses.

Because the derivative instruments below are presented at their notional or contract amounts, they do not reflect the Group’s risk
position caused by the use of derivatives.

Foreign Currency and Interest Rate Risk
A substantial portion of the Group’s turnover is generated outside Finland. The Group has also invested in net assets of the foreign
subsidiaries. The Group’s sales, marketing and financial activities are conducted in several countries and raw materials and components
are purchased in several different currencies. International operations expose the Group to variations in the exchange rates. Transactional
risks relate to the risk that currency fluctuations will have a negative effect on the value of the Group’s commercial cash flows. Translation
risk relates to the risk of adverse currency fluctuations in the translation of foreign operations and foreign assets and liabilities into Finnish
markkas for the Group’s consolidated financial statements.

Variations in interest rates expose the Group to interest rate risk, which may cause changes in the values of such interest bearing
liabilities and assets which are already in the balance sheet and also affect the amounts of future interest income or expenses.

At December 31, 1997 and 1996, net assets of foreign subsidiaries denominated in currencies other than FIM amounted to
FIM 948 million and FIM 529 million, respectively. The Group has partly hedged with loans and other financial instruments the net
assets of its foreign subsidiaries.

The table below summarizes in FIM equivalent by major currency the contractual amounts of forward exchange contracts
used primarily to hedge future firmly committed cash flows at December 31, 1997 and 1996. The “Buy” amounts represent the
Finnish markka equivalent of commitments to purchase foreign currencies, and the “Sell” amounts represent the FIM equivalent of
commitments to sell foreign currencies.

                 Group

                                                                                                                                                   Dec 31, 1997                                             Dec 31, 1996

(FIM millions) Buy  Sell Buy Sell

United States dollar – 1 649 8 1 642
Canadian dollar 7 455 – 526
Swedish krona 16 154 36 3
Other 11 468 1 199
Total 34 2 726 45 2 370

The following table presents information regarding the contract amount in FIM equivalent amounts and the estimated fair value
of all of the Group’s forward exchange contracts with a positive fair value (assets) and a negative fair value (liabilities) as at
December 31, 1997 and 1996:

Group

                                                                                                                                             Dec 31, 1997                                       Dec 31, 1996

(FIM millions) Contract amount Fair value Contract amount Fair value

Forward exchange contracts:
Assets 634 20 365 7
Liabilities 2 126 –115 2 050 –54
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The Group utilizes interest rate and currency swaps to manage its exposure to the interest rate and exchange rate movements.
Interest rate swap agreements allow the Group to synthetically adjust floating rate receivables or borrowings into fixed rates or
vice versa. Under interest rate swaps, an agreement is made with a counterparty to exchange, at specified intervals, the difference
between fixed rate and floating rate interest payments calculated by reference to an agreed notional principal amount. All of the
interest swap and currency swap agreements are designated to hedge specific loans. The maturities of the interest rate swap
agreements do not exceed the maturities of the debt to which they relate. The Group accounts for interest rate swaps on an
accrual basis.

The following is a summary of interest rate swaps, interest/currency swaps and currency swaps of the Group. Swaps that
have a positive fair value are listed as assets and swaps with a negative fair value are listed as liabilities.

                                   Group

                                                                                                                                                    Dec 31, 1997                                            Dec 31, 1996

(FIM millions) Contract amount Fair value Contract value Fair value

Interest rate swaps:
Assets 300 1 – –
Liabilities – – 300 –1

Interest rate/currency swaps:
Assets 300 21 300 96

Currency swaps:
Liabilities 403 –4 – –

The interest rate and currency swap agreements at December 31, 1997 are maturing over a period of 2000 and 2007, and during
2000 and 2002 at December 31, 1996, respectively. Under the terms of currency swap agreements a part of the Finnish markka
denominated bond has been converted to US dollars, and a part of the US dollar denominated bond to British pound sterling.
Under the terms of interest rate swap agreements the Group pays interest rate, which is ranging from 5.695 percent to 7.51 percent
at December 31, 1997 and from 5.3747 percent to 6.35 percent at December 31, 1996, respectively.

Credit Risk
Derivative contracts carry a risk of non-performance by the counterparty. In the opinion of the management, the counterparties of
the Group’s financial instruments are creditworthy and no significant losses are expected from existing contracts. In the normal
course of business, no collateral is required by the Group. The credit exposure of the interest rate and foreign exchange swaps is
represented by the positive fair value of those contracts which have a positive fair value.

The Group’s sales receivables also contain credit risk of non-payment. Due to the large amount of customers the credit risk is
spread out and the Group has not significant exposure to individual customers or counterparties.

(24) LAWSUITS AND CLAIMS
In February 1997, Valmet won a long-term patent dispute in the United States, when the United States Court of Appeals for the Federal
Circuit declared invalid two of Beloit Corporation’s patents related to the paper machine drying section. The Court for the Federal Circuit
has upheld its decision, and the United States Supreme Court has not accepted the opposing party’s case for appeal.

In August, Valmet Inc. was ordered by decision of a District Court jury in Madison (WI) to pay USD 14.6 million compensation to
Beloit for patent violations related to the delivery of a fine paper machine to the United States. Valmet was prepared to lodge an appeal
to the Court for the Federal Circuit, with justified claims for the decision to be overturned. At the end of the year, in order to avoid enormous
legal expenses, Valmet and Beloit analyzed their pending patent disputes and came to a settlement agreement ending all the said disputes.
According to the terms of settlement, Valmet paid the opposing party a lump sum indemnity of USD 15 million. As a consequence
of the agreement, Valmet and Beloit do not have any pending disputes regarding patents, or any further legal proceedings.

Several product liability suits against Valmet Corporation are pending in the USA. However, taking product liability insurance into
account, they cannot be considered as constituting any overall material risk. The normal risks of legal disputes concerning deliveries
and the taxation risks involved in export delivery projects cannot be regarded as material in terms of the Corporation’s total business
activities.

(25) OFFERING OF BONDS WITH WARRANTS TO SENIOR MANAGEMENT
The 1994 Annual General Meeting approved an issue of bonds with warrants, valued at FIM 500,000, to the members of Valmet
Corporation’s senior management. The bonds are valid for five years, carrying an interest rate of 5 % and an issue price of 100 %.
The warrants entitle the holders to subscribe to a maximum of 1,000,000 shares from December 1, 1998 to January 31, 2001,
at a subscription price of FIM 60. The bonds with warrants have been completely subscribed.
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(26) U.S.GAAP INFORMATION
The accompanying consolidated financial statements have been prepared in accordance with Finnish GAAP which differs in certain
significant respects from U.S.GAAP. The following is a summary of the adjustments to net income and shareholders’ equity that would
have been required if U.S.GAAP had been applied instead of Finnish GAAP in the preparation of the consolidated financial statements.

Group

(FIM millions, except per share amounts) 1997 1996

Net income under Finnish GAAP 863 806
Adjustments to reconcile to U.S.GAAP:
Long-term contracts (a) – –53
Pensions (b) 5 73
Income taxes (c) –28 –41
Goodwill (d) 10 11
Gain/loss on sale of business (e) – –19
Investments (g) 25 –30
Capitalization of interest (h) –1 –1
Equity method investees (i) –9 13
Tax effect of U.S.GAAP adjustments –8 8
Net income under U.S.GAAP 857 767
Basic and diluted earnings per share (j) 10.97 9.45

  Group

Dec 31, 1997 Dec 31, 1996

Shareholders’ equity under Finnish GAAP 3 893 3 247
Pensions (b) –190 –26
Income taxes (c) 71 107
Goodwill (d) –82 –92
Revaluations (f) –70 –70
Investments (g) 102 46
Capitalization of interest (h) 42 43
Equity method investees (i) – 9
Shareholders’ equity under U.S.GAAP 3 766 3 264

Those differences which have material effect on consolidated net income and shareholders’ equity are as follows:

a) Long-term contracts
Under Finnish GAAP, the Group used the “completed contract”  method of recognizing revenue on long-term contracts until the year
end 1995. That is, the revenue was recorded as earned when the construction period was complete and delivery had been made to
the buyer. Commencing on January 1, 1996  revenue from long-term delivery contracts under Finnish GAAP is recognized using the
percentage of completion method, whereby revenue is recognized as earned over the term of the contract based upon progress of
the project and proportion of  estimated total contract costs.

Under U.S.GAAP, the Group would be required to use the “percentage of completion” method also for the years before 1996.
Under both Finnish and U.S.GAAP, losses are recognized when known on contracts that are expected to incur a loss.

b) Pensions
The Group  companies have various pension schemes in accordance with the local conditions and practices in the countries in which
they operate. Most of these programs are defined benefit pension schemes with retirement, disability, death and termination income
benefits. The retirement income benefits are generally a function of years of employment and final salary with the company and are
generally coordinated with local national pensions. The schemes are generally funded through payments to insurance companies or
to trustee-administrated funds as determined by periodic actuarial calculations. The Group’s policy for funding its defined benefit plans
is to satisfy local statutory funding requirement for tax deductible contributions. The Group contributes at least an amount equal to
the minimum funding requirements for the countries in which it maintains pension schemes that are subject to such requirements.
The Group also participates in some multiemployer pension arrangements and defined contribution pension arrangements.

Under U.S.GAAP, the determination of pension expense for defined pension plans is made pursuant to Statement of Financial
Accounting Standard “ Employers’ Accounting for Pensions” (SFAS No 87). SFAS No 87 is more prescriptive than Finnish GAAP in
that it requires the use of a specific actuarial method (the projected unit credit method). Also under SFAS No 87, under certain
circumstances, a minimum liability is recorded with a corresponding intangible asset and/or reduction of shareholders’ equity for
plans that are underfunded.



32

FINANCIAL STATEMENTS

c) Income taxes
Under Finnish GAAP, the Group recorded deferred income taxes primarily on the amount of untaxed reserves and accelerated
depreciation.

Under U.S.GAAP, deferred taxes are required to be recorded on differences between the book basis and the tax basis of all
assets and liabilities. Deferred tax liabilities are recognized regardless of the likelihood of reversal of such amounts and deferred
tax assets are reduced by a valuation allowance to the amount that is “more likely than not” to be realized.

d) Goodwill
Under Finnish GAAP, negative goodwill arising from the excess of the fair value of the net assets acquired over the purchase
price of an acquired business is recorded directly to shareholders’ equity.

Under U.S.GAAP, such negative goodwill is recorded as a reduction in the value of acquired long-lived assets,
thus reducing future levels of depreciation expenses for those assets.

e) Gain on sale of business
During 1996, The Group sold 50.1 percent of the share capital of Aviation (Patria Finavitec) to the State of Finland and recognized
a gain of FIM 19 million in the income statement.

Under U.S.GAAP, sales or transfers of assets between the Company and the Finnish State, due to the Finnish State’s majority
ownership in the Company at the moment of sale of Aviation, are recorded at their predecessor book values and accordingly,
no gain or loss is recorded in the income statement. The excess of the book value of the assets received over the book value of
the net assets transferred to the State of Finland regarding Aviation would be recorded as capital contributions directly to
shareholders’ equity under U.S.GAAP.

f) Revaluations
Under Finnish GAAP, certain fixed assets and investments in associated companies can be revalued with any resulting revaluation
surplus recorded directly in shareholders’ equity.

Under U.S.GAAP, no such increases in the carrying value of fixed assets and investments in associated companies are permitted.

g) Investments
Under Finnish GAAP, the Group records short-term investments at market value and changes in the market value are recorded as
part of “Financial income and expense” in the Income Statement.

For U.S.GAAP purposes, all of the Group’s investments in debt securities and equity securities with a readily determinable market
value are classified as “available-for-sale” and are recorded at fair value with changes in unrealized appreciation or depreciation recorded
directly to shareholders’ equity, net of applicable deferred income taxes.

h) Capitalization of interest
Under Finnish GAAP, capitalization of interest is allowed, but not specifically required on projects that are constructed for an entity’s
own use. The Group presently does not capitalize interest on such self-constructed assets.

Under U.S.GAAP, capitalization of interest on assets constructed for an entity’s own use is required based upon the weighted
average capital expenditures on self-constructed assets.

i) Equity method investees
In the accompanying Consolidated Financial Statements, the Group has reduced its investment in the shares of an associated
company as the result of the Group’s share of the losses of that equity method investee company. The Group discontinues the
use of the equity method when the investment is reduced to zero and when the Group has not guaranteed to provide further finance.

Under U.S.GAAP, a similar principle would be followed except that the investment in associated companies would also include
the amount of any advances made. In addition, this adjustment includes the Group’s proportionate share of U.S.GAAP adjustments
to the earnings of associated companies.

j) Earnings per share
Earnings per share for Finnish GAAP purposes is based upon income after financial items deducted with income taxes and
minority interests divided by the weighted average number of shares outstanding and adjusted with the tax effect of extraordinary
 items.

For U.S.GAAP, earnings per share would be based upon net income divided by the weighted average number of shares
outstanding.
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(FIM millions) 1993 1994 1995 1996 1997

Orders booked 10 972 8 928 12 131 10 486 10 609
Order backlog, December 31 5 907 6 381 9 699 8 086 7 126

Net sales 10 676 8 328 8 574 11 764 12 313
Net sales change, % 10.7 –22.0 2.9 37.2 4.7
Operating profit 479 371 530 921 939
Operating profit, % 4.5 4.5 6.2 7.8 7.6
Income after financial items 100 203 637 1 056 1 018
Income after financial items, % 0.9 2.4 7.4 9.0 8.3
Income before taxes –54 178 719 1 020 1 137
Income before taxes, % –0.5 2.1 8.4 8.7 9.2
Net income for the year 85 173 656 806 863
Exports and international operations 8 838 6 753 7 208 7 891 9 799
Exports and international operations, % of net sales 82.8 81.1 84.1 67.1 79.6

Capital expenditures 447 266 461 632 1 376
Capital expenditures, % of net sales 4.2 3.2 5.4 5.4 11.2
Depreciation and amortization 574 449 383 437 432
Depreciation and amortization, % of net sales 5.4 5.4 4.5 3.7 3.5
Change in working capital –498 84 365 46 –793
Net cash provided by operating activities 116 463 1 170 1 259 418

Research and development 295 300 374 493 498
Research and development, % of net sales 2.8 3.6 4.4 4.2 4.0
Research and development expenses in the income statement 248 298 306 404 472
Number of personnel, December 31 15 716 12 146 12 808 12 871 13 480

Shareholders’ equity and minority interests 1 993 2 533 3 094 3 283 3 949
Balance sheet total 11 766 8 905 9 641 8 302 10 073
Net debt/equity, % 177.8 37.5 –3.2 –9.5 18.8
Equity ratio, % 19.2 33.3 40.6 42.8 40.3

Return on net assets, % 9.2 9.4 16.0 23.4 20.6
Return on equity, % 10.7 8.7 20.7 26.6 22.4
Earnings / share, FIM 2.73 2.50 6.74 10.26 10.08
Dividend / share, FIM  – 0.50 1.75 3.00 3.50
Dividend / earnings, % – 20.0 26.0 29.2 34.7
Market value of shares, Dec. 31, FIM millions 2 453 3 830 4 638 6 326 5 873

1)  Proposal by the Board of Directors

Key Figures and Financial Ratios 1993–1997

1)
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Valmet’s Financial Statements have been
prepared in accordance with the Finnish
Accounting Act. The following accounting
principles have been applied to all subsidi-
aries in the consolidated financial state-
ments.

BASIS OF CONSOLIDATION

Subsidiaries in which Valmet’s holdings
exceed 50 percent are consolidated in the
financial statements. The results of subsidi-
aries acquired or sold during the year are
included in the consolidated income state-
ment from the date of purchase or up to
the date of sale. The acquisition of compa-
nies is accounted for using the purchase
method. The excess of the purchase price
over the estimated fair value of the net
assets acquired is recorded as goodwill
and is amortized on a straight-line basis
over five to fifteen year period. All inter-
Group transactions and balances have
been eliminated in consolidation process.

ASSOCIATED COMPANIES

The equity method of accounting is used
for investments in associated companies in
which the investment provides the Com-
pany with the ability to exercise significant
influence over operating and financial poli-
cies of the investee company. Such influ-
ence is presumed to exist for investments
in companies in which the Group’s direct
ownership or indirect ownership is between
20 percent and 50 percent. Under the
equity method, the Group’s share of profits
and losses of associated companies is
included in the Consolidated Income State-
ment. The Group’s share of post-acquisi-
tion retained profits and losses of associ-
ated companies is reported as part of in-
vestments in associated companies in the
Consolidated Balance Sheet.

FOREIGN CURRENCIES

Foreign currency transactions are recorded
at the exchange rate of the date of origin,
or at a forward contract rate if hedged
through related forward exchange contract.
Realized and unrealized exchange rate
gains and losses related to unhedged
transactions are recorded in the income
statement as financial income and ex-
penses.

Assets and liabilities denominated in for-
eign currencies are translated at year-end
exchange rates unless a related or match-
ing forward exchange contract or currency
swap has been entered into, in which case
the rate specified in the contract is used.
Exchange rate differences on assets and
liabilities denominated in a foreign currency
that are not covered by hedging arrange-
ment are recorded in the income state-
ment.

FOREIGN SUBSIDIARIES

In the consolidated financial statements,
the income statements of foreign subsidiar-
ies are translated into Finnish markka at the
average rate of exchange prevailing during
the year and the balance sheets are trans-
lated at the exchange rate at the balance
sheet date. Exchange differences arising
on the translation of financial statements of
foreign subsidiaries are recorded to share-
holders’ equity.

The Group is hedging a portion of for-
eign subsidiaries shareholders’ equity by
designating the loans in foreign currencies
and other financial instruments as hedge of
net assets. The exchange rate differences
arising from these loans and other financial
instruments are offset against the cumula-
tive translation adjustment in shareholders’
equity arising from consolidation. The cur-
rency of the loans and other financial in-
struments should correspond to the cur-
rency of the net assets in order to qualify
for hedge accounting.

DERIVATIVE FINANCIAL INSTRUMENTS

Forward exchange contracts
and currency swaps
Gains and losses on forward exchange
contracts and currency swaps that are
designated and effective as hedges of firm
foreign currency commitments are deferred
and recognized in income or as adjust-
ments of carrying amounts when the
hedged transaction occurs. It’s the Group’s
policy that the currency of the derivative
instruments correspond to the currency of
the firm contractual obligations as to which
they relate in order to qualify for hedge ac-
counting.

Interest rate swaps
Interest rate swap agreements that are
designated as a hedge of a debt obligation
are accounted for on an accrual basis. That
is, the interest payable and interest receiv-
able under the swap terms are accrued
and recorded as an adjustment to the inter-
est expense of the designated liability.

Amounts due from and payable to the
counterparties of interest rate swaps are
recorded on an accrual basis at each re-
porting date based on amounts computed
by reference to the respective interest rate
swap contract. Realized gains and losses
that occur from the early termination or
expiration of contracts are recorded in
income over the remaining period of the
original swap agreement.

It is the policy of the Group that the
terms and the contractual maturities of the
interest rate swap agreements must corre-
spond to the underlying debt obligation to
which the swap relates in order to qualify
for hedge accounting.

REVENUE RECOGNITION

Commencing on January 1, 1996, the rev-
enue from long-term delivery contracts is
recognized using percentage of completion
method. Percentage of completion is deter-
mined by reference to the extent of con-

Accounting Principles
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tract performance based on achievements
of milestones. The revenues from other
goods and services sold is recognized
when substantially all of the risks and obli-
gations of ownership are transferred to the
buyer, or when the service is performed.

FIXED ASSETS AND DEPRECIATION

Fixed assets are recorded at historical cost.
Revaluations of long-term investments are
made in certain cases. Tangible fixed
assets are depreciated commencing on
the date of acquisition and using the
straight line method over the useful life of
the asset or through the date of disposal.
Typical useful lives of tangible fixed assets
are as follows:

Buildings 15–20 years
Heavy machinery 10–12 years
Other machinery 8–10 years
Vehicles, office and
EDP equipment 3–5 years

Rent expense on operating leases is recog-
nized evenly over the terms of the lease.

OTHER INTANGIBLE ASSETS

Intangible assets consisting primarily of
patents, licences and other similar items
are amortized over their estimated useful
lives which are 3 to 10 years.

INVENTORIES

Inventories are recorded at the lower of
cost or market value calculated on a “aver-
age cost” basis. Historical costs include
purchase costs as well as transportation
and processing costs. The costs of finished
goods include direct materials, wages and
salaries plus social costs, subcontracting
and other direct costs. In addition, produc-
tion costs include an allocable portion of
production and project administration over-
heads. Inventories are shown net of a re-
serve for obsolete and slow-moving inven-
tories. A reserve is established and a corre-
sponding charge is taken to income in the

period in which loss occurs based upon an
assessment of technological obsoles-
cence, turnover and related factors.

SHORT-TERM INVESTMENTS

Short-term investments are recorded at
market value and gains or losses arising
from changes in market value are recog-
nized in the income statement.

PENSIONS AND OTHER

RETIREMENT BENEFITS

The cost of retirement benefits is ac-
counted in the period during which the
services are rendered by employees.
Valmet has various retirement plans in
accordance with local regulations and
practices. The cost of these plans is
charged to income systematically and the
amounts are based on actuarial calcula-
tions or on insurance companies’ charges.

A portion of the voluntary additional
pension liability incurred in previous years is
not fully funded. It is recorded in assets as
unfunded pensions and in liabilities as long-
term accrued expenses. This pension liabil-
ity will be charged to income by the end of
the year 2000.

RESEARCH AND DEVELOPMENT EXPENSES

Research and development costs are gen-
erally charged to income as they are
incurred except that such costs may be
deferred in limited circumstances if such
costs have alternative future use. If such
costs are deferred, systematic amortization
is made over periods not exceeding five
years.

PROVISION FOR WARRANTY COSTS

An accrual is made for expected warranty
costs in the period when the respective
revenue recognition is made. Management
reviews the adequacy of this accrual peri-
odically based on historical analysis and
anticipated product returns.

INCOME TAXES

Income taxes consist of direct taxes and
the change in deferred taxes on untaxed
reserves and accelerated depreciation.
Direct taxes are calculated on the results of
the consolidated companies and according
to the local tax rules of each country. In the
consolidated financial statements, untaxed
reserves have been divided between a de-
ferred tax liability and shareholders’ equity.

CHANGES IN ACCOUNTING POLICIES

In 1995, the Group’s U.S. subsidiary
adopted a new standard for the accrual of
post-retirement benefits (SFAS No. 106).
Commencing in 1996, the Group adopted
the Percentage of Completion Method of
Revenue Recognition. The goodwill arising
from the acquisition of Atlas will be amor-
tized over 15 years, when in years 1994 to
1996 Valmet has applied an amortization
over a period of 5 years.

USE OF ESTIMATES

The preparation of financial statements in
conformity with generally accepted
accounting principles requires manage-
ment to make estimates and assumptions
that affect the reported amounts of assets
and liabilities and disclosure of contingent
assets and liabilities at the date of the
financial statements and the reported
amounts of revenues and expenses during
the reporting period. Actual results could
differ from those estimates.
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(1) In calculations of this ratio in 1993 and
earlier, shareholders’ equity included the
total untaxed reserves. In 1994, 1995,
1996 and 1997, however, shareholders’
equity includes untaxed reserves net of
deferred taxes.

(2) In calculations of ratios related to shares
the dilution effect of the FIM 500 000
bonds with warrants has not been calcu-
lated.

(3) At March 25, 1996, the nominal value
of shares was changed from FIM 20 to
FIM 10 per share and the number of shares
was increased in a 2-for-1 share split. The
ratios have been retroactively adjusted for
all periods presented based on the 2-for-1
share split.

(4) The ratios of 1996 have been adjusted
with the redemption and cancellation of
those shares made at June 7, 1996.

Number of shares, Average number
Dec. 31 of shares

1993 71 101 430 71 101 430
1994 85 101 430 79 079 512
1995 85 101 430 85 101 430
1996 78 100 000 81 130 756
1997 78 100 000 78 100 000

(5) Taxes from years 1994, 1995, 1996 and
1997 include the change in deferred tax
liability from untaxed reserves. Taxes from
1996 and 1997 have been adjusted with
the tax effects of extraordinary items.

(6) In calculating the equity ratios for the
years 1993–1995, the amount of advances
received was deducted from the Balance
Sheet total. After having adapted the per-
centage of completion of revenue recogni-
tion in 1996, the advance billings from the
customer regarding long-term projects are
offset by cost and earnings of the projects
in the balance sheet.

Definition of Financial Ratios and Key Indicators

EQUITY RATIO, % (1, 6) =
Shareholders’ equity + Minority interests x 100
Total assets – Billings in excess of cost and earnings

RETURN ON NET ASSETS % =
Income after financial items + Financial expenses                    x 100
Balance sheet total – Non-interest-bearing debt
(average for the year)

RETURN ON EQUITY, % (1, 5) =
Income after financial items – Taxes                                         x 100
Shareholders’ equity + Minority interest (average for the year)

NET DEBT/EQUITY, % (1) =
Interest bearing debt – Cash and short-term investments        x 100
Shareholders’ equity + Minority interest

DIVIDEND/SHARE, FIM (2, 3) =
Nominal dividend
Issue-adjusted number of shares on Dec. 31.

DIVIDEND YIELD % (2, 3) =
Dividend/share x 100
Issue-adjusted share price on Dec. 31.

EARNINGS/SHARE, FIM  (2, 3, 4, 5) =
Income after financial items – Taxes – Minority interest
Average number of shares adjusted for share issue

P/E-RATIO (2, 3) =
Issue-adjusted share price on Dec. 31.
Earnings/share

CASH FLOW/SHARE, FIM (2, 3, 4, 5) =
Income after financial items + Depreciation – Taxes
Average number of shares adjusted for share issues

EQUITY/SHARE, FIM (1, 2, 3) =
Shareholders’ equity
Issue-adjusted number of shares on Dec. 31.

DIVIDEND/EARNINGS, % =
Dividend/Share x 100
Earnings/Share
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Auditors’ Report

TO THE SHAREHOLDERS OF

VALMET CORPORATION

We have audited the accounting records
and the financial statements, as well as the
administration by the Supervisory Board,
the Board of Directors and the Managing
Director of Valmet Corporation for the year
ended 31 December 1997. The financial
statements, which include the report of the
Board of Directors, consolidated and par-
ent company income statements, balance
sheets and notes to the financial state-
ments, have been prepared by the Board
of Directors and the Managing Director.
Based on our audit we express an opinion
on these financial statements and the com-
pany’s administration.

We have conducted our audit in ac-
cordance with Finnish Generally Accepted
Auditing Standards. Those standards
require that we plan and perform the audit
in order to obtain reasonable assurance
about whether the financial statements are
free of material misstatement. An audit
includes examining, on a test basis, evi-
dence supporting the amounts and disclo-
sures in the financial statements, assessing
the accounting principles used and signifi-
cant estimates made by the management,
as well as evaluating the overall financial
statement presentation. The purpose of

our audit of the administration has been to
examine that the Supervisory Board, the
Board of Directors and the Managing
Director have complied with the rules of the
Finnish Companies Act.

In our opinion, the financial statements
have been prepared in accordance with the
Finnish Accounting Act and other rules and
regulations governing the preparation of
financial statements in Finland. The finan-
cial statements give a true and fair view, as
defined in the Accounting Act, of both the
consolidated and parent company result of
operations, as well as of the financial posi-
tion. The financial statements can be
adopted and the members of the Super-
visory Board, the Board of Directors and
the Managing Director of the parent com-
pany can be discharged from liability for the
period audited by us. The proposal made
by the Board of Directors on how to deal
with the retained earnings is in compliance
with the Finnish Companies Act.

We have acquainted ourselves with the
interim financial statements made public by
the company during the year. It is our
understanding that the interim financial
statements have been prepared in accord-
ance with the rules and regulations govern-
ing the preparation of such statements in
Finland.

Helsinki, February 24, 1998

KPMG Wideri Oy Ab
Eero Suomela

Authorized Public Accountant
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PAPER AND BOARD MACHINERY

Net sales at nearly FIM 10 billion

In the world’s paper and board markets the vol-
ume of production and the used capacity rose
to a high level in 1997. The price of pulp, which
rose gradually for most of the year, declined
slightly at the end of the year and in early 1998,
due to the start up of some large new pulp mills.
According to preliminary information, the con-
sumption of all paper grades grew by over 4%
and of coated grades by as much as 10% in
1997. In contrast, paper prices remained rela-
tively stable. Low price level has discouraged
investment in new capacity.

The majority of machine and equipment in-
vestments in Europe and North America in 1997
were directed at rebuilds, aimed at improving
quality, or competitiveness and dealing with envi-
ronmental issues. Many large companies are
continuing to grow by acquisitions rather than by
investing in new machinery. However, production
processes are presently in such active use that
in the near future paper mills must also begin
planning capacity increases by means of re-
builds and new investments. Investments in Asia
continued to focus on complete new production
lines. Due to a distinct weakening in the region’s
economies towards the end of the year, some
new investment plans were postponed.

Competition has continued to be very tough
in all markets. The Group continues to develop
its operations in both the Southeast Asia and
South America. In order to improve the level
and accessibility of customer service, Valmet

ket situation and Valmet’s more efficient use of
capacity and shorter delivery times.

In 1997, Valmet gained orders for 10 com-
plete paper machines, of which four were from
China, three from the United States, one from
Japan, one from Italy and one from France. Five
of the orders gained were for tissue machines,
three for fine paper machines, one for a news-
print machine and one for special paper
machine producing thermal copy paper.

Valmet also received orders for a number of
extensive paper and board machine rebuilds.
The largest orders were from UPM-Kymmene
and Myllykoski in Finland, Korsnäs, Stora and
SCA in Sweden, Norske Skog and Peterson
Linerboard in Norway, Danisco Paper in Den-
mark, Enso’s subsidiary, Holtzmann in Germany,
Papelera Navarra in Spain, Blandin and Cas-
cades in North America and Marusumi and
Mitsubishi in Japan.

The paper finishing systems markets as a
whole continued its good progress and Valmet

The new fine paper
production line delivered

to Enso Fine Papers’
Oulu mill was Valmet’s

biggest-ever delivery. In
February 1998, Enso’s PM

7 ran at a world record
speed (for this grade) of

1,330 m/min.

decided to relocate its Singapore office employ-
ees to Jakarta in Indonesia and Bangkok in Thai-
land. The relocation took place in stages, and
most of the employees had transferred to these
new locations by the end of 1997.

In South America, a new service operation
began in Valencia, Venezuela. It was decided
that a new sales and service office would be
established in São Paulo, Brazil in the beginning
of 1998 .

Valmet Dura Inc., a Finnish-Japanese joint
venture, which manufactures polymer roll covers
for the most demanding calendering needs, was
inaugurated in Järvenpää, Finland, in early 1997.

ORDER BACKLOG GOOD

Orders worth FIM 8,376 million – almost the
same as in the previous year – were won in
1997. At the end of the year the order backlog
totalled FIM 6,341 million, which was 13% less
than in the previous year. This may be regarded
as very satisfactory, however, in view of the mar-

increased its market coverage and share. All
product groups experienced growth. The largest
single order was gained from China. It was a
complete coating line valued at nearly FIM 700
million, which was the largest finishing machine
order of all time. The order included the first new
generation OptiCoater, two OptiLoad calenders
and two winders. The first on-line OptiLoad
multi-roll calender order was gained from Irving
Paper in Canada.

Large finishing machine orders were also
gained from Stora and MoDo in Sweden,
Norske Skog and Peterson in Norway, Crown
van Gelder in the Netherlands, Steyermühle in
Austria and St. Mary’s Paper in USA.

A Condebelt drying process was sold to the
South Korean Dong II company’s Ansan board
mill. This was the second order gained for this
patented new drying concept.

Air systems were sold for many of the new
machines supplied by Valmet. The largest air
system orders were from UPM-Kymmene and

Key Figures, FIM millions 1997 1996

Net Sales 9 987 9 602
Operating Profit 711 705
Total Assets, Dec 31 7 365 4 568
Personnel, Dec 31 9 327 9 042
Order Backlog, Dec 31 6 341 7 251
Investments and R&D 1 377 574

The majority of the

machines ordered in

Europe and North

America in 1997 were

rebuilds aimed at

improving quality and

competitiveness. On

the other hand, Asian

investments were

mostly completely new

production lines. Paper

and board machinery’s

net sales grew to

nearly FIM 10 billion,

and operating profit

was FIM 711 million.

New orders worth

almost FIM 8.4 billion

were received.
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Myllykoski in Finland, Stora and SCA in Sweden,
Norske Skog and Peterson Linerboard in Nor-
way, Danisco in Denmark, Holtzmann, Lang
Papier and Haindl in Germany, Cartiera della
Torbola, Cartiera san Paolo, Industria Cartaria
Troncetti and Cartiera Vallagarina in Italy, Pape-
lera Navarra in Spain, Soporcel in Portugal,
Marcal, Appleton Papers, McMillan Bloedel and
Georgia-Pacific in the United States, Abitibi-
Consolidated and Donohue in Canada, as well
as Shin Ho and Shinmoorim in South Korea.

Runnability systems – intended to improve
machine efficiency and runnability – were sold
with many dryer section rebuilds. The custom-
ers’ increasing environmental requirements and
the good experiences gained from Stora Skog-
hall and Iggesund quiet board machines, for
example, have been effectively utilized in the
marketing of new air systems.

Stock preparation equipment has again
successfully expanded its markets. Orders for
pulpers and screens were gained as part of
complete Valmet packages or directly from new
markets.

Valmet Xian Paper Machinery Co. Ltd., 48 %
owned by Valmet since 1989, recorded a posi-
tive result – the best in its history – and its record
high order backlog included five narrow paper
and board machines.

LIVELY CONVERTING MACHINERY MARKET

At the beginning of 1998, Valmet established a
Converting Equipment Group comprising the
Italian companies – Rotomec, Rotomec Automa-

tion and MAF – which were previously included
in the Paper Finishing Systems Group, as well as
Atlas Converting, an English company acquired
by Valmet in 1997. Towards the end of 1997, the
Italian companies were merged to form Valmet-
Rotomec which specializes in packaging printing
machines and special coating and laminating
machines. Its operations are located in Casale,
Bergamo and Verona in Northern Italy. The Atlas
Group, on the other hand, specializes in slitters
and vacuum metallizing equipment for the treat-
ment of paper, film and aluminum foil for the glo-
bal converting industry. Its operations are based
in Bedford and Heywood in England.

The converting machinery market remained
busy. The order backlog for slitters was particu-
larly good. The development of the order back-
log for other product groups – rotogravure and
flexo-print machines, as well as special coating
and laminating machines – was also positive.
The proportion of new orders from Asia
increased, but the market began to decline

towards the end of the year. Numerous orders
were gained from the traditional European and
North American markets, however, and from
South America.

SERVICE OPERATIONS CONTINUE TO DEVELOP

The global service readiness and the Service
business network continued to be vigorously
developed. In January 1998, a new Technology
Center was inaugurated at Laem Chabang near
Bangkok in Thailand. It is the first service center
designed specifically to meet the needs of the
Asian paper industry and to specialize in roll
reconditioning, modernization and coverings. In
addition to roll services, the center also offers the
region’s paper mills professional services related

Atlas’ 9.5 meter wide slitter rewinder, designed for film, is
one of the Converting Equipment Group’s most successful
products.

The world’s largest
board machine,

containing much of
Valmet’s latest

technology, such as a
four-station on-machine
coater, was delivered to

Stora Skoghall in
Sweden for the

production of liquid
packaging board.
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At its inauguration in February
1998, the Järvenpää Technology
Center’s rebuilt pilot coater set
a world record speed of
3,101 m/min.

to production line service and improvement,
and operates as the region’s spare parts center.

To improve spare part logistics and delivery
reliability, a spare part logistics center was estab-
lished at Rautpohja in Finland. The ability to
deliver consumables was improved by acquiring
a majority stake in Pinaltek Oy, based in Varkaus,
Finland.

A process support service, specializing in
the service and development of paper machines,
continued to develop products related to sub-
processes, and began systematic work to pro-
duce new applications for a wider customer
base. Service readiness for Nordic customers
was vastly improved with the establishment of
a roll service workshop in Karlstad, Sweden.

The Service business also benefited from in-
vestments in employee training on a global scale
and information systems improvements. The
systematic development and marketing of the
service agreement concept began to give results.

GOOD RESULTS FROM PRODUCT

DEVELOPMENT INVESTMENTS

Valmet’s continuous investment in technological
development has resulted in a completely new
paper machine which is clearly ahead of its pre-
decessors in terms of performance. In develop-
ing the new paper machine, the paper produc-
tion line has been viewed more as a complete
entity, in which process and equipment develop-
ment has been combined more tightly with new
process automation and service solutions. The
most significant innovations in the new entity are
to be found in wet end process control and in
pressing, drying and surface treatment technol-
ogy. The new concept will be presented to cus-
tomers at Valmet’s Paper Technology Days in
June 1998.

The successful research and development
activity of the past few years is largely due to
the network formed with various universities,
research institutes and customers. By building
active co-operation networks in all its main mar-
ket areas, Valmet is also ensuring that special
regional needs are taken into account in devel-
oping technology and skills.

Co-operation with forest industry companies
and other equipment and system suppliers par-
ticipating in the papermaking process forms part
of Valmet’s approach to the development of
technology and new products. Essential to
Valmet’s working methods is innovation, and the
protection of inventions by patents. The number
of employees’ inventions has increased fourfold
in Valmet from the early 1990’s level.

The new Jyväskylä Technology Center, which
specializes in printing paper machines, has
already, in its first year of operation, moved
paper production to a new speed dimension of
over 2,000 meters/min. A significant factor in
this development hve been Valmet’s new
runnability components.

The Järvenpää Technology Center’s pilot
coater and calenders were completely rebuilt
to incorporate the latest technology. The
machine’s speed was simultaneously increased
to more than 3,000 meters/min. The pilot plant
was expanded and a separate pilot machine
was built for the testing and simulation of high

speeds and web transfer solutions. The pilot
machines were started up in fall 1997.

Valmet Automation has significantly contrib-
uted to the development of the new paper pro-
duction concept, especially in terms of special
measurements, new controls and machine-
merged automation. A new industrial gears R&D
and testing center is being completed for Valmet
Power Transmission, for the development of
drive solutions for the new paper machine con-
cept.

The new or improved products which are a
result from Valmet’s research and development
operations have been a significant factor in the
success of sales in recent years. This has been
evident in the continual improvement of the
speed and productivity records set by printing
paper machines, as well as new paper and
board production concepts.

January 1998 saw the inauguration
of the Laem Chabang in Thailand
Technology Center, which is part
of Valmet Service. As Valmet’s
first Asian service center, it will
serve the paper industry in both
Thailand and the surrounding region.
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PAPER AND BOARD MACHINERY

The testliner and corrugating medium board machine
delivered to the South Korean company, Asia Paper,
has the country’s first shoe press on a board machine.

In January 1998 a new world record of 1,682
meters/min was set by the newsprint machine
of Aylesford Newsprint in the UK. In February
1998, Enso Fine Papers’ PM 7 fine paper
machine set the world record for this paper
grade at 1,330 meters/min. The previous speed
record, also on a Valmet machine, for wood-free
fine paper  production was held by the Hankuk
Paper company at 1,310 meters/min. The new
speed record for coating machines – 3,101
meters/min – was achieved by a pilot coater in
the Järvenpää Technology Center in February
1998.

The new products. such as dilution-controlled
headboxes, various versions of the SymBelt
press, OptiLoad calenders, PowerDry air dryers,
Dura rolls, OptiCoat Jet coating stations, color
kitchens and WinRoll winders, have been suc-
cessful in the market.

REMARKABLE DELIVERIES

A total of 11 paper, board and pulp machines
supplied by Valmet were started up in 1997,
which is exactly the same number as the previ-
ous year. Five of the machines were fine paper
machines, three were tissue machines, two were
board machines and one was a pulp drying
machine. Two of the start-ups were in the USA,
two in South Korea and two in Indonesia. The
other start-ups were in Finland, Italy, Israel, India
and Thailand. The largest were a coated fine
paper production line for Enso’s Oulu mill, a fine
paper machine for Boise Cascade in Jackson,
the USA, a fine paper machine for the Shin Ho
in South Korea, a board machine for Asia Paper
in South Korea, a fine paper machine for Thai
Paper in Thailand, a fine paper machine for Surya

Agung Kertas in Indonesia and a coated board
production line for ITC Bhadrachalam in India.

Other large deliveries in 1997 included the
rebuilds of UPM-Kymmene’s LWC machine
at their Kaipola mill in Finland, Metsä-Botnia’s
board machine at their Kemi mill in Finland, SCA
Laarkirchen’s SC machine in Austria, Papeis
Inapa’s fine paper machine and Portucel’s board
machine in Portugal, Riverwood International’s
board machine in the USA, Cartones Ponde-
rosa’s board machine in Mexico, Daio Paper’s
and Daishowa Papers’ fine paper machines in
Japan, Cheng Loong’s board machine in Taiwan,
Cho II paper company’s board machine in South
Korea, Kertas Basuki Rachmat’s fine paper
machine in Indonesia, Ballarpur’s fine paper
machine in India, and Carter Holt Harvey’s
board machine in New Zealand.

Air systems net sales remained at the same
level as in the previous year, due to large, com-
plete orders for paper and board machines
which included air systems and dryers. Large
deliveries were made to Finland, Sweden,
Germany, the USA, Thailand and Indonesia.

Paper finishing systems formed a remarkable
proportion of deliveries in 1997. The single larg-
est finishing machine delivery was a coating
machine and complete finishing line for Enso’s
Oulu mill in Finland. There was a large number of
smaller deliveries, of which the successful Win-
Roll winder delivery to UPM-Kymmene’s Voikka
mill in Finland attracted the most attention.

1998 OUTLOOK

Demand for paper and board products is ex-
pected to continue to grow in 1998, although
slightly less than in 1997. It is expected that
European and North American paper industry
investments will pick up in the second half of
the year, if paper grades prices continue to rise.
Asian paper consumption is still growing faster
than anywhere else in the world, despite eco-
nomic instability. There are a great many new
machine projects in China. The Latin American
markets have shown signs of picking up.

1998 net sales are expected to remain at
a high level. Due to the internal quality and effi-
ciency programs that have been implemented,
profitability is also expected to remain good.
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Net Sales, FIM millions

Net Sales by Market
Area

1 Finland 21 %
2 Other Nordic countries 8 %
3 Other Europe 12 %
4 North America 32 %
5 South America 2 %
6 Asia 24 %
7 Other countries 1 %
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POWER TRANSMISSION

Positive progress continued

Net Sales, FIM millions Net Sales by Market Area

Board of Directors 1998
Matti Sundberg, Chairman
Juha Korhonen,
Vice Chairman
Mikko Karvinen
Hannu Korpisaari

President
Erkki Pylvänäinen

Key Figures, FIM million 1997 1996

Net Sales 395 369
Operating Profit 44 41
Total Assets, Dec 31 262 239
Personnel, Dec 31 422 416
Order Backlog, Dec 31 150 163
Investments and R&D 47 57
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4
5

1 Finland 39 %
2 Other Nordic countries 34 %
3 Other Europe 5 %
4 North America 20 %
5 Asia 1 %
6 Other countries 1 %

During the year, Valmet Hydraulics relocated to
renovated facilities at Jyskä, Finland. The
vacated premises were reconfigured for gear
production, service and product development.
Despite these significant rearrangements, Power
Transmission easily achieved its key targets.

MARKET DEVELOPMENT

In the second half of 1997, the emphasis in the
gears markets began to shift to rebuild projects
in the wood processing industry and to service
products. Demand for marine gears has grown,
while the heavy industrial gears area has
remained stable, though extremely competitive.
An increasing need is predicted for energy pro-
duction, such as wind power stations. Towards

the end of 1997, hydrau-
lic motor markets im-
proved, in the wake
of the rise in the forest
machinery sector.

Valmet Power

Transmission’s positive

and varied progress

continued in 1997.

Net sales were FIM 395

million (7 % up on 1996)

and operating profit

was FIM 44 million

(8 % up on 1996).
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The new generation of
integrated roll gears ensures
excellent machine runnability
at high web speeds.

The newest gear series
developed by Power
Transmission reduces
environmental impacts.

6

PRODUCT DEVELOPMENT CO-OPERATION

Valmet Power Transmission is Valmet Group’s
drive equipment technology center and is part of
the Group’s technology center network. Valmet is
investing in power transmission product develop-
ment to create drive solutions that improve cus-
tomer process properties and runnability, and
promote service and environmental compatibility.
An industrial transmission R&D and test center is
being completed for Valmet Power Transmission,
to accelerate the development of high-quality
drive solutions for customers’ increasingly
demanding, high-speed and efficient equipment.

1998 OUTLOOK

The outlook for Valmet Power Transmission in
1998 is favorable. Valmet has a strong position
in several areas in mechanical and hydraulic
transmissions, as well as in product and drive
system service. This strategy will ensure steady
progress, despite possible fluctuations in
demand in certain areas.
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A year of new products

AUTOMATION

Board of Directors 1998
Matti Sundberg, Chairman
Mauri Jaakonaho,
Vice Chairman
Markku Kangas, President
Ane Ahnger
Martti Karttunen
Heikki Keränen

Key Figures, FIM millions 1997 1996

Net Sales 1 625 1 581
Operating Profit 100 140
Total Assets, Dec 31 918 818
Personnel, Dec 31 2 058 1 931
Order Backlog, Dec 31 726 823
Investments and R&D 182 148

Net Sales, FIM millions

Net Sales by Market
Area

1

2

3

4

5
6 7

1 Finland 30 %
2 Other Nordic countries 5 %
3 Other Europe 21 %
4 North America 29 %
5 South America 3 %
6 Asia 9 %
7 Other countries 3 %

After two years of strong growth, 1997 was
marked by faltering in demand for process con-
trol and a consequent tightening in competition.
Order intake decreased from last  year, espe-
cially in Northern Europe. On the other hand,
there was growth in the Russian and North
American markets. The Sensodec and Sage
business units gained the biggest growth in
orders.

The spring saw the successful completion
of a significant delivery project when Enso Fine
Papers Oy’s fine paper machine no 7, the LUMI
7 project, commissioned at their Oulu mill in Fin-
land. The PM 7’s fully integrated control solution
handles the whole production process, from ma-
chine control to process, quality and information
management. The Sensodec system is used to
monitor the runnability and condition of both the
paper machine and the coater. The LUMI 7
project is one of Valmet’s largest ever automa-
tion deliveries.

During 1997, Sensodec, which supplies
paper machine runnability and condition moni-
toring systems, delivered over 20 such systems
to different parts of the world. The most signifi-
cant orders were from France, Indonesia and
South Korea.

Russian deliveries increased substantially
over previous years. Large deliveries in the past
year included the automation of the Norilsk met-
allurgy combine, as well as deliveries of quality

systems for paper ma-
chines at Svetogorsk
and Syktyvkar, and a
process control system
delivered to an oil refin-
ery owned by Yokos
Corporation, the large
Russian oil group.

SUBSTANTIAL

COMPLETE ORDERS

Significant orders for
the automation of entire
new production lines

included those from Norske Skog Golbey S.A.
for its new newsprint machine in France, Stora
Port Hawkesbury for its SC papermaking line in
Nova Scotia, Canada, and Shinmoorim Paper
Mfg. Co. Ltd., which is building a new fine paper
machine at its Chinju mill in Korea.

Valmet Automation’s

net sales and new

orders grew by 3%

compared to 1996.

Operating profit was

FIM 100 million.

Stiffening competition

and increased product

development have

been the main causes

of the weaker operat-

ing result. A significant

increase in research

and development

investment brought

many new products to

market during the

year.

The first North American order for a PulpXDi
system will be delivered to Paperboard Intl &
Rolland Inc.’s Jonquiére pulp mill in Québec,
Canada. The largest orders for special measure-
ment equipment for the pulp and paper industry
came from Stora Port Hawkesbury Ltd.,
Canada, Peninsular SA, Spain, Nippon Paper
Industries Co. Ltd., Japan and Oy Metsä-Botnia
Ab, Finland.

PaperLab, an automatic paper testing labora-
tory, had its most successful year ever. Most
PaperLab orders were gained from North
America.

A combi power plant is being built in Great
Britain for Scottish Hydro-Electric, one of the
largest British power generators. GEC Alsthom

Power Plants Group Ltd., which is supplying
the plant on the turnkey principle, has selected
Damatic XDi as the plant’s control and informa-
tion system.

Slovenske Elektrarna is renovating its Vojany
II power plant. The Slovak company Regula
Kosice a.s will carry out the modernization of the
4 x 100 MW plant. The renovated plant will have
a Damatic XDi control system.

Vaskiluodon Voima Oy, based in Vaasa, Fin-
land, has ordered a major modernization of its

power plant control system, as well as field plan-
ning, a monitoring system and a process calcu-
lation specification. The control system will be
delivered to two units with a combined power
output of approximately 415 megawatts and a
district heating output of 350 megawatts.

The Sage unit, a supplier of supervisory con-
trol and data acquisition (SCADA) systems for
oil, gas and electricity transmission, recorded
significant orders from Venezuela, Mexico,
Canada and China. Valmet Automation will
deliver to China an OASYS® system for the
Shaangan Natural Gas Pipeline project. This
will be the first gas pipeline in China to have full
automatic control. Sage has a very strong posi-
tion in North American markets, with customers
who accounted for over 25 % of the continent’s
oil and gas pipeline transport in 1997.

MANY NEW PRODUCTS

Valmet Automation continued its determined
investment in strategic development projects.
During the year, research and development
costs grew by FIM 22 million, accounting for
8.3 % of net sales.

A new generation version of Damatic XDi
was released, containing numerous technologi-
cal breakthroughs and improvements, such as
control solutions based on the Java program-
ming language, a Windows NT-based control
room, a FieldBus for instrumentation and very
high-speed internal data transfer buses. The
new version of XDi is the result of many years
of development and will ensure the continuation
of the Damatic product family far into the future.

Valmet Automation was the first in the world
to apply the Java programming language –
which is freely programmable and widely used
on the internet – to process control.

CYBER SERVICES FOR SERVICE

AND MAINTENANCE

Valmet Automation has continued to develop
intranet and wireless communication applica-
tions in Damatic XDi. Web XDi displays can
be seen using a standard www browser on an
office PC, a laptop PC, or a Nokia Communi-
cator.

Modern data links are used to increase cus-
tomer service efficiency. Internet and intranet
communication is being applied through on-line
situation analysis to maintain control systems.
Cyber services provide customers with advice
from top experts without delay.

The wearable XDi represents the latest technology, in
which the operator has the control system’s displays
available and can operate the system in a factory or mill.
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AUTOMATION

NEW FEATURES OF PAPERIQ
PaperIQ, a distributed paper quality measure-
ment system, has had many new features devel-
oped, which cover all measurements, profile
control and reporting related to paper machine
quality control.

In the second half of the year, overall respon-
sibility for the development of electro mechanical
actuators and business related to paper quality
control was transferred to Valmet Automation.

Previously, development of actuators took place
in several Valmet units.

NEW SOLUTIONS FOR THE PULP INDUSTRY

The interactive and integrated applications of the
new Pulp XDi system cover the fiber line, chemi-
cal recovery, wastewater treatment and pulp dry-
ing. The system is completed by PulpXDi-inte-
grated special measurement equipment, analyz-
ers and field instruments. Valmet Automation has
pioneered the use of fuzzy logic and multi pre-
dictive controls.

During 1997, the Measurements business
unit launched several new products. A new fiber
analyzer, the Kajaani FiberLab, offers unique
exact fiber length measurement, with measure-
ments of fiber width and cell wall thickness as
new features. The new Kajaani Alkali Analyzer
has already been delivered to pulp production
processes in Finland, Japan, Portugal and the
USA.

Dilution headbox control, utilizing the Kajaani
RM-200 retention measurement system, is
becoming standard in the paper industry. The
application was developed jointly with Valmet
paper machinery.

The renewal of the Kajaani bleaching sensors,
the Cormec and Polarox, to create the i-series,
introduced several new features. An MCAi con-
sistency analyzer, which further increases the
applicability of the device to the paper produc-
tion process, is also part of the i-series.

At the beginning of March, Levec Inc., a
wholly owned subsidiary, started operations,
specialising on the development, production and
distribution of process industry field instruments.

1998 OUTLOOK

Markets are estimated to be at the bottom of a
phase of low demand, with no further decline
expected. Stiff price competition is expected to
continue. Valmet has responded to this compe-
tition with cost reductions and new solutions.

Valmet Automation has initiated changes in
order to emphasize more effective service for
important customer groups – including the
paper, pulp and energy industries, and Valmet’s
Paper and Board Machinery – and the more effi-
cient global management of delivery processes.
This customer-oriented organization will also
create faster growth and more effective world-
wide use of resources, by exploiting special
expertise, sector-specific products and a global
network of local sales and services units.

Kajaani FiberLab
offers unique exact

measurement of fiber
length and, as new

features, fiber width and
cell wall thickness

measurement.

In 1997, the customers of Sage,
which supplies SCADA systems,
represented over 25 % of
deliveries of oil and gas by
pipeline in North America.



47

AUTOMOTIVE

Net Sales, FIM millions

Board of Directors 1998
Matti Sundberg, Chairman
Mauri Jaakonaho, Vice Chairman
Harri Luoto
Juhani Riutta, President

Key Figures, FIM millions 1997 1996

Net Sales 583 477
Operating Profit 112 105
Total Assets, Dec 31 668 493
Personnel, Dec 31 1 467 1 258
Investments and R&D 120 120

Valmet Automative’s total production grew to
33,700 automobiles, due mainly to Saab Con-
vertible’s record market success. Production of
the Porsche Boxster, which started in Septem-
ber, was quickly increased to target levels to
satisfy enormous demand.

Personnel grew in line with production levels.
Profitability, measured by operating profit, was
FIM 112 million (FIM 105 million), similar to last
year’s level.

Saab Convertibles production volume rose
to an all-time high. Sales increased in both the
United States and Europe. In Great Britain for
example, convertibles sales grew by more than
50 % compared to 1996, rising to well over 3000
cars. This brisk demand meant that the pace of
production at Valmet Automation remained high

throughout the year.
In October, the
100,000th Saab Con-
vertible was produced
at the Uusikaupunki
plant, Finland.

Cooperation be-
tween Saab Automo-
bile AB and Valmet
Automotive will expand
once production of the
high performance
Saab 9-3 special
series begins in Fin-

land. According to the new production agree-
ment, Valmet Automotive will produce all three
and five door high performance models of the
Saab 9-3, as well as special convertibles, starting
from fall 1998. All Saab convertibles will
continue to be produced at Uusikaupunki.

Production of the Opel Calibra ended
in July, when the model was dropped
from the Opel range. A total of 93,000

Growth continued

Opel Calibras were produced in Finland over a
period of seven years. Negotiations regarding
potential new co-operation with Adam Opel AG
are continuing.

January 1997 saw the announcement of a
cooperation agreement between Porsche AG
and Valmet Automotive concerning producing
Porsche Boxster at the Uusikaupunki plant.
Construction of a new body-welding line and
alterations to the paintshop and assembly line
were completed in record time. About FIM 100
million was invested to commence production.
Series production began only eight months after
the project was initiated.

Production of the popular Porsche Boxster
roadster reinforces Valmet Automotive’s position
as a manufacturer of high-quality specialty auto-
mobiles. Cars are produced in Finland to the
equal quality criteria as in Germany. According to
Porsche AG, the extra capacity in Finland helps
them to increase Porsche production in order to
satisfy increased demand.

Valmet Automotive’s subsidiary, Euromotive
Oy continued to produce Euro-Samara automo-
biles for west European markets. Due to market
conditions, fewer cars than planned were pro-
duced.

Brisk demand for both the Porsche Boxster
and the Saab Convertible also creates a basis
for Valmet Automotive to increase production in
1998. The plant’s production capacity also
leaves room for new manufacturing agreements,
negotiations for which are continuing with several
auto manufacturers.

Valmet Automotive’s

total production rose,

thanks to the success

of the Saab Convert-

ible and the good start

to Porsche Boxster

production. The oper-

ating result was good.
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Valmet Automotive concentrated on
assembling high quality specialty cars.
The success of Saab Convertible and
Porsche Boxster was excellent.
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ADDRESSES

VALMET CORPORATION

Valmet Corporation
Corporate Head Office
Panuntie 6
PO Box 27
FIN-00621 Helsinki, Finland
Tel. +358 9 777 051
Fax +358 9 7770 5580

PAPER AND BOARD
MACHINES

Valmet Corporation
Printing Paper Machines
PO Box 587
FIN-40101 Jyväskylä, Finland
Tel. +358 14 295 211
Fax +358 14 295 015

Valmet Corporation
Printing Paper Machines
PO Box 600
FIN-48601 Karhula, Finland
Tel. +358 5 224 3411
Fax +358 5 224 3414

Valmet Corporation
Pulp Drying Lines
PO Box 600
FIN-48601 Karhula, Finland
Tel. +358 5 224 3411
Fax +358 5 224 3414

Valmet Corporation
Foundry
PO Box 587
FIN-40101 Jyväskylä, Finland
Tel. +358 14 295 211
Fax +358 14 296 705

Valmet-Karlstad AB
PO Box 1014
SE-651 15 Karlstad, Sweden
Tel. +46 54 171 000
Fax +46 54 171 255

Valmet Corporation
Board Machines
PO Box 267
FIN-33101 Tampere, Finland
Tel. +358 3 241 2111
Fax +358 3 241 2511

Valmet Corporation
Stock Preparation
PO Box 506
FIN-33101 Tampere, Finland
Tel. +358 3 241 2111
Fax +358 3 241 3860

Valmet Canada Inc.,
Montreal Division
1, rue Provost, Lachine
(Montreal)
Quebec H8S 4H2, Canada
Tel. +1 514 634 6931
Fax +1 514 636 1229

Valmet-Xian
Paper Machinery Co. Ltd.
No. 4th E Pang Road
West Suburb,
710086 Xian, China
Tel. +86 29 426 2825, 426 2828,
426 2673, 426 2674, 424 1862,
424 5507
Fax +86 29 426 2820

Valmet Inc.,
Charlotte Division
PO Box 7467, Charlotte
NC 28241, USA
Tel. +1 704 588 5530
Fax +1 704 588 6865

PAPER FINISHING SYSTEMS

Valmet Corporation
Coaters and Reels
Wärtsilänkatu 100
FIN-04400 Järvenpää, Finland
Tel. +358 9 27 171
Fax +358 9 2717 7741

Valmet Corporation
Calenders
Wärtsilänkatu 100
FIN-04400 Järvenpää, Finland
Tel. +358 9 27 171
Fax +358 9 2717 7592

Valmet Corporation
Winders
Wärtsilänkatu 100
FIN-04400 Järvenpää, Finland
Tel. +358 9 27 171
Fax +358 9 2717 7284

Valmet Dura Inc.
Vähänummentie 1
FIN-04400 Järvenpää, Finland
Tel. +358 9 27 171
Fax +358 9 2717 7106

Valmet Corporation
Roll Handling
Muovitie 1
FIN-15860 Hollola 2, Finland
Tel. +358 3 880 011
Fax +358 3 780 4507

Valmet Inc.,
Appleton Division
PO Box 2339
Appleton, WI 54913, USA
Tel. +1 920 733 7361
Fax +1 920 733 1048

Valmet-Raisio Oy
PO Box 101
FIN-21201 Raisio, Finland
Tel. +358 2 443 3111
Fax +358 2 443 3606

AIR SYSTEMS

Valmet Corporation
Air Systems
FIN-20240 Turku, Finland
Tel. +358 2 33 121
Fax +358 2 240 1041

Valmet Gorizia S.p.A.
Via A. Gregorcic 46
IT-34170 Gorizia, Italy
Tel. +39 481 528 311
Fax +39 481 22027

Valmet Inc., Enerdry Division
United States
Suite B-201,
2200 Sutherland Avenue,
Knoxville, TN 37919, USA
Tel. +1 423 525 6990
Fax +1 423 522 3281

Valmet Canada Inc.,
Enerdry Division Canada
PO Box 3255, Thunder Bay,
Ontario P7B 5G6, Canada
Tel. +1 807 346 7100
Fax +1 807 344 5296

Valmet Inc.,
Honeycomb Division
PO Box 502
Biddeford, ME 04005, USA
Tel. +1 207 282 1521
Fax +1 207 283 0926

SERVICE

Valmet  Corporation
Service
PO Box 27
FIN-00621 Helsinki, Finland
Tel. +358 9 777 051
Fax +358 9 7770 5570

Valmet Corporation
Service
PO Box 587
FIN-40101 Jyväskylä, Finland
Tel. +358 14 295 211
Fax +358 14 295 335

Valmet Service GmbH
Ostendstrasse 1
DE-64319 Pfungstadt, Germany
Tel. +49 6157 94550
Fax +49 6157 86017

Valmet-Boustead Pty. Ltd.
PO Box 185
West Footscray 3012,
Melbourne, Victoria, Australia
Tel. +61 3 9311 8133
Fax +61 3 9311 8744

Valmet-Como S.p.A.
Via Roma 8,
IT-22026 Maslianico (Como), Italy
Tel. +39 31 518 111
Fax +39 31 340 872, 511 818 (sales)

Valmet Inc.,
Northeast Service Center
15 Allen Street, Hudson Falls,
NY 12839-1958, USA
Tel. +1 518 747 3381
Fax +1 518 747 1541

Roval S.A.R.L.
Rue de la Gare
FR-62112 Corbehem, France
Tel. +33 3 27 71 34 90
Fax +33 3 27 71 34 99

Oulun Kumitehdas Oy
Lumijoentie 2
FIN-90400 Oulu, Finland
Tel. +358 8 376 700
Fax +358 8 376 703

Valmet Corporation
Roll Coatings
Käpälämäenkatu 11
FIN-11710 Riihimäki, Finland
Tel. +358 19 720 701
Fax +358 19 720 703

Finbow Oy
Siuronvaltatie 158
FIN-37140 Nokia, Finland
Tel. +358 3 342 8700
Fax +358 3 341 6888

Pinaltek Oy
PO Box 240
FIN-78201 Varkaus, Finland
Tel. +358 17 558 0424
Fax +358 17 558 0427

Valmet Technology
(Thailand) Co., Ltd.
49/24 Moo 5, Tambon Thoongsukhla
Amphoe Sriracha, Cholburi 20230
Thailand
Tel. +66 38 401 100
Fax +66 38 400 970

Valmet Customer Service
Av. Bolivar Norte - Callejon Majay
Edif. Torre Kokuy - Piso 3 - Of. 3D
Valencia, Edo. Carabobo
Venezuela
Tel. +58 41 246 261
Fax +58 41 248 613
POSTAL ADDRESS:
Joseph Campbell
VLN 97, PO Box 025685
Miami, FL 33102-5685, USA

CONVERTING

Atlas Converting Equipment plc
Wolseley Road,
Woburn Road Ind. Est. Kempston,
Bedford MK42 7XT,
United Kingdom
Tel. +44 1234 852 553
Fax +44 1234 851 151

Atlas Converting Equipment plc
Singer Way
Woburn Road Ind. Est.
Kempston, Bedford MK42 7AN
United Kingdom
Tel. +44 1234 841 122
Fax +44 1234 841 404

Titan Converting Equipment Ltd
4 Gunnels Wood Estate
Stevenage,
Hertfordshire SG1 2TT
United Kingdom
Tel. +44 1438 741 144
Fax +44 1438 740 017

General Vacuum Equipment Ltd
Pennine Business Park
Pilsworth Road
Heywood, Manchester,
Lancashire OL10 2TL
United Kingdom
Tel. +44 1706 622 442
Fax +44 1706 620 772

Atlas Hurley Moate Ltd.
Pennine Business Park
Pilsworth Road
Heywood, Lancs. OL10 2TL
United Kingdom
Tel. +44 1706 620 620
Fax +44 1706 620 720

Valmet Rotomec S.p.A.
Rotomec Division
Casale-Asti Km 5
IT-15020 San Giorgio, Monferrato
P0 Box 112,
IT-15033 Casale Monferrato(AL), Italy
Tel. +39 142 4071
Fax +39 142 407 222
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Valmet Rotomec S.p.A.
Flexo Division
Via Vasvecchio, 6/B
IT-24027 Nembro BG, Italy
Tel. +39 45 994 488, 994 498
Fax +39 45 994 468

VALMET POWER
TRANSMISSION INC.

PO Box 158
FIN-40101 Jyväskylä, Finland
Tel. +358 14 296 611
Fax +358 14 296 871

Valmet Hydraulics Oy
PO Box 633
FIN-40101 Jyväskylä, Finland
Tel. +358 14 296 611
Fax +358 14 296 847

SALES OFFICES

ASIA
Valmet Corporation
Beijing Representative Office
Room 760, 7th floor
Hong Kong-Macau Centre
Office Building
Dongsi Shitiao, Lijiaoqiao
Beijing 100027, China
Tel. +86 10 6501 3595, 6501
3586, 6501 4291, 6501 1587
Fax +86 10 6501 2588

PT. Valmet Indonesia
Jl. Raya Jatiwaringin No. 54
Pondok Gede 1741, Indonesia
Tel. +62 21 848 0138, 848 0141
Fax +62 21 848 0139

Valmet Japan Co., Ltd.
Sumitomo Jukikai Bldg.
9-11, Kitashinagawa 5-Chome
Shinagawa-ku, Tokyo 141, Japan
Tel. +81 3 5421 8478
Fax +81 3 5421 8479

Valmet Korea Inc.
3rd Fl. Woonam Bldg.
294, Chamsil-Dong, Songpa-Gu,
Seoul 138-220, South Korea
Tel. +82 2 417 7032 (7033, 7034,
7193)
Fax +82 2 417 7195

Valmet Technology
(Thailand) Co., Ltd
9th Floor Home Place
Office Building No. 283/44B-45
Soi Thonglo 13
Sukhumvit 55 Road
Klongtan, Kongtoey
Bangkok 10110, Thailand
Tel. +66 2 712 7241...46
Fax +66 2 712 7234

AUSTRALIA & OCEANIA
Valmet (ANZ) Pty Ltd
PO Box 4185
West Footscray 3012, Melbourne,
Victoria, Australia
Tel. +61 3 9311 8133
Fax +61 3 9311 8744

EUROPE
Valmet Ges.m.b.H.
Franzosengraben 12
AT-1030 Wien, Austria
Tel. +43 1 799 6255
Fax +43 1 799 6259

Valmet SARL
Bordeaux Technowest
Les Cinq Chemins, B.P. 34
FR-33186 Le Haillan, France
Tel. +33 5 57 92 14 14
Fax +33 5 57 92 14 12

Valmet Vertrieb GmbH
Ostendstrasse 1
DE-64319 Pfungstadt, Germany
Tel. +49 6157 9455-0
Fax +49 6157 9455 80

Valmet Skandinavien AB
PO Box 1034
SE-651 15 Karlstad, Sweden
Tel. +46 54 170 000
Fax +46 54 171 010

Valmet (UK) Limited
120 High Street
Purley, CR8 2AD
United Kingdom
Tel. +44 181 763 1210
Fax +44 181 763 1243

Valmet Corporation
CIS Sales Unit
PO Box 27
FIN-00621 Helsinki, Finland
Tel. +358 9 777 051
Fax +358 9 7770 5584

LATIN AMERICA
Valmet Chile Ltda.
Av. Nueva Tajamar 555,
Oficina 1402
Las Condes, Santiago, Chile
Tel. +56 2 339 7619
Fax +56 2 339 7620

NORTH AMERICA
Valmet Inc.
PO Box 7467
Charlotte, NC 28241, USA
Tel. +1 704 588 5530
Fax +1 704 587 2360

Valmet Canada Inc.,
Sales Division
1, rue Provost
Lachine (Montreal),
Quebec H8S 4H2, Canada
Tel. +1 514 634 6931
Fax +1 514 636 1229

Valmet Canada Inc.,
Sales Division
Western Canada Operations
Suite 1220, 1200 W. 73rd Avenue
Vancouver, BC V6P 6G5, Canada
Tel. +1 604 606 8925
Fax +1 604 263 1451

VALMET AUTOMATION  INC.

Head Office

Helsinki
Panuntie 6, PO Box 4
FIN-00621 Helsinki, Finland
Tel. +358 9 777 051
Fax +358 9 7770 5574

Tampere
PO Box 237
FIN-33101 Tampere, Finland
Tel. +358 3 266 8111
Fax +358 3 266 8658

CONTROL SYSTEMS
Valmet Automation Inc.
PO Box 237
FIN-33101 Tampere, Finland
Tel. +358 3 266 8111
Fax +358 3 266 8523

MEASUREMENTS
Valmet Automation Kajaani Ltd.
PO Box 237
FIN-33101 Tampere, Finland
Tel. +358 3 266 8111
Fax +358 3 266 8448

Valmet Automation Kajaani Ltd.
PO Box 177
FIN-87101 Kajaani, Finland
Tel. +358 8 63 211
Fax +358 8 632 1215

SENSODEC
Sensodec Oy
PO Box 231
FIN-87101 Kajaani, Finland
Tel. +358 8 61 691
Fax +358 8 616 9520

SAGE SYSTEMS
Valmet Automation
(Canada) Ltd.
10333 Southport Road S.W.
Calgary, Alberta T2W 3X6, Canada
Tel. +1 403 253 8848
Fax +1 403 259 2926

SALES, ENGINEERING AND
CUSTOMER SERVICE

AUSTRALIA
Valmet Automation
(Australia) Pty. Ltd.
Suite 3, 677 Boronia Rd.,
Wantirna, Victoria 3152
Tel. +61 3 9887 3177
Fax +61 3 9887 3629

AUSTRIA
Valmet Automation Ges.m.b.H.
Franzosengraben 12
AT-1030 Vienna
Tel. +43 1 79 552-0
Fax +43 1 795 5228

CANADA
Valmet Automation
(Canada) Ltd.,
Canadian Head Office
111 Granton Drive
Richmond Hill, Ontario L4B 1L5
Tel. +1 905 707 3000
Fax +1 905 707 3001

CHILE
Valmet Chile Ltda.
Automation Division
Av. Nueva Tajamar 555,
Oficina 1402
Las Condes, Santiago
Tel. +56 2 339 7619
Fax +56 2 339 7620

CHINA
Valmet Shanghai
3F, Building 12
Hongqiao State Guest House
1591 Hongqiao Road
200335 Shanghai
Tel. +86 21 6295 3410
Fax +86 21 6295 3420

CZECH REPUBLIC
Valmet Automation Ges.m.b.H.
Branch Office Prague
Zeleny pruh 95/97
CZ-140 00 Prague 4
Tel. +420 2 6131 7360
Fax +420 2 6126 0200

ESTONIA
Valmet Automation Projects Ltd.
Trade Office
PO Box 3498
EE-0090 Tallinn
Tel. +372  640 4674, 640 4675
Fax +372  640 4676

FINLAND
Valmet Automation Oy
PO Box 237
FIN-33101 Tampere
Tel. +358 3 266 8111
Fax +358 3 266 8658

CPS Electronics Inc.
PO Box 234
FIN-33101 Tampere
Tel. +358 3 266 8888
Fax +358 3 266 8275

Levec Inc.
PO Box 240
FIN-33201 Tampere
Tel. +358 3 266 8811
Fax +358 3 266 8324

Valmet Automation Kajaani Ltd.
PO Box 177
FIN-87101 Kajaani
Tel. +358 8 63 211
Fax +358 8 632 1215

Valmet Automation
Projects Ltd.
PO Box 101
FIN-00621 Helsinki
Tel. +358 9 777 051
Fax +358 9 7770 5575
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Oy Valmet Fisher-Rosemount Ab
Sinimäentie 10 B
FIN-02630 Espoo
Tel. +358 9 523 500
Fax +358 9 523 997

Valmet Automation Kajaani Ltd.
Elektroniikkatie 9
FIN-90570 Oulu
Tel. +358 8 551 4524
Fax +358 8 551 4284

FRANCE
Valmet Automation France
Bordeaux Technowest
Les Cinq Chemins
B.P. 34
FR-33186 Le Haillan
Tel. +33 5 57 92 10 40
Fax +33 5 57 92 10 42

GERMANY
Valmet Automation GmbH
Grünwalder Weg 28 b
DE-82041 Oberhaching
Tel. +49 89 613808-0
Fax +49 89 61380855, 6133848

INDONESIA
Valmet Automation Inc.
Representative Office
Jl. Raya Jatiwaringin No. 54
Pondok Gede 17411
Bekasi, Jawa Barat
Tel. +62 21 848 0138
Fax +62 21 848 0139

ITALY
Valmet Automation
Via C. Battisti 3/2
IT-16145 Genova GE
Tel. +39 10 312 629
Fax +39 10 362 0652

JAPAN
Valmet Automation K.K.
Morisaki Bldg.
2-14-4 Akasaka
Tokyo 107-0052
Tel. +81 3 3486 8201
Fax +81 3 3486 8207

THE NETHERLANDS
Valmet Automation B.V.
PO Box 775
NL-3700 AT Zeist
Tel. +31 30  695 6500
Fax +31 30 695 3951

NEW ZEALAND
Valmet Automation
(Australia) Pty. Ltd
New Zealand Office
Floor 1, Butler Building
202 The Strand
Whakatane
Tel. +64 7 307 1907
Fax +64 7 307 1366

NORWAY
Valmet Automation AS
PO Box 234
NO-1360 Nesbru
Tel. +47 6698 3940
Fax +47 6698 3944

POLAND
Valmet Automation
Polska spolka z o.o.
Ul. Kosciuszki 1 c
PL-44 105 Gliwice
Tel./Fax +48 32 313 487

RUSSIA
ZAO Valmet STP/Valmet
Automation Projects Ltd.
Lermontovsky pr., 44
RU-198103 St. Petersburg
Tel. +7 812 251 6898
Fax +7 812 251 6600
POSTAL ADDRESS:
Valmet Oyj Pietari
PO Box 72
FIN-53801 Lappeenranta, Finland

Valmet Automation Projects Ltd.
Ul. Solyanka, 7
RU-109028 Moskow
Tel. +7 095 926 4640
Fax +7 095 926 4639
POSTAL ADDRESS:
Valmet Corporation Moscow
PO Box 294
FIN-53101 Lappeenranta, Finland

Contur S.P.
Joint Venture
Prospekt Mira 188
RU-129128 Moscow
Tel. +7 095 1871976 or
1813709 (fax)

SOUTH AFRICA
Valmet Automation South Africa
PO Box 50237
Musgrave 4062, Durban
Tel. +27 31 303 1098
Fax +27 31 303 1586

SOUTH KOREA
Valmet Korea Inc.
Automation Division
3rd Fl. Woonam Bldg.
294 Chamsil-Dong
Songpa-Gu, Seoul 138-220
Tel. +82 2 417 7032
Fax +82 2 417 7195

SPAIN
Valmet Automation
Sagasta, 21-2 º Dcha.
ES-28004 Madrid
Tel. +34 1 447 9959
Fax +34 1 447 9764

SWEDEN
Valmet Automation (Sverige) AB
Box 1144
SE-183 11 Täby
Tel. +46 8 792 1000
Fax +46 8 768 4371

TAIWAN
Valmet (SEA) Pte Ltd
Taiwan Branch
1377 Chung Cheng Road, 11F-1
Taoyuan
Tel. +886 3 357 5254
Fax +886 3 357 5249

THAILAND
Valmet Automation
Sales & Service Office Thailand
9th Floor, Home Place
Office Building No. 283/44-45
Soi Thonglo 13, Sukhumvit 55 Rd
Bangkok 10110
Tel. +66 2 712 7241...46
Fax +66 2 712 7234

UNITED KINGDOM
Valmet Automation Ltd
13 Campbell Court
Bramley, Tadley
Hampshire RG26 5EG
Tel. +44 1256 880 300
Fax +44 1256 880 280

Valmet Automation Ltd
5 Seymour Court
Manor Park
Runcorn, Cheshie WA7 1UZ
Tel. +44 1928 594 417
Fax +44 1928 571 111

USA
Valmet Automation (USA) Inc.
U.S. Head Office
3100 Medlock Bridge Road,
Suite 250, Norcross, GA 30071
Tel. +1 770 446 7818
Fax +1 770 446 8794

VALMET AUTOMOTIVE INC.

PO Box 4
FIN-23501 Uusikaupunki, Finland
Tel. +358 2 84 521
Fax +358 2 8452 2765

Euromotive Inc.
PO Box 66
FIN-23501 Uusikaupunki, Finland
Tel. +358 2 845 221
Fax +358 2 8452 5409

OTHER COMPANIES

Valmet Svenska AB
PO Box 1102
SE-631 80 Eskilstuna, Sweden
Tel. +46 16 162 500
Fax +46 16 141 915

Statemet Insurance
Company Limited
IRM House
Le Bordage
St. Peter Port
Guernsey GY1 1BR
Channel Islands
Tel. +44 1481 727 220
Fax +44 1481 712 443

ZAO Valmet
Ul. Solyanka, 7
RU-109028 Moscow, Russia
Tel. +7095 926 4640, 926 4641
Fax +7095 926 4639

ZAO Valmet STP
Lermontovsky pr., 44
RU-198103 St. Petersburg, Russia
Tel. +7 812 251 0498,
251 6898,  251 1297
Fax +7 812 251 6600
POSTAL ADDRESS:
Valmet Oyj Pietari
PO Box 72
FIN-53501 Lappeenranta, Finland

REPRESENTATIVE OFFIVES

Valmet Trade Promotion Office
Ul. Solyanka, 7
RU-109028 Moscow, Russia
Tel. +7 095 926 4640, 926 4641
Fax +7 095 926 4639
POSTAL ADDRESS:
Valmet Oyj Moskova
PO Box 294
FIN-53101 Lappeenranta, Finland

Valmet Trade Promotion Office
Lermontovsky pr., 44
RU-198103 St. Petersburg, Russia
Tel. +7 812 251 0498, 251 1297
Fax +7 812 251 6600
POSTAL ADDRESS:
Valmet Oyj Pietari
PO Box 72
FIN-53501 Lappeenranta, Finland

ASSOCIATED COMPANIES

Oy Scan-Auto Ab
PO Box 24
FIN-00441 Helsinki, Finland
Tel. +358 9 50 331
Fax +358 9 5033 5361

Oy Saab-Auto Ab
PO Box 92
FIN-00391 Helsinki, Finland
Tel. +358 9 503 350
Fax +358 9 5033 5287

Sako Ltd.
PO Box 149
FIN-11101 Riihimäki, Finland
Tel. +358 19 7431
Fax +358 19 724 046

Partek Corporation
PO Box 61
FIN-00501 Helsinki, Finland
Tel. +358 204 5511
Fax +358 204 554 222

Patria Finavitec Oy
FIN-35600 Halli, Finalnd
Tel. +358 3 58 091
Fax +358 3 580 9543

Valmet-Utec Oy
PO Box 43
FIN-20251 Turku, Finland
Tel. +358 2 211 6600
Fax +358 2 240 1332

-



The Annual General Meeting of Valmet Corporation will be held in
Hall C1 of the Helsinki Fair Centre, at Rautatieläisenkatu 3, Helsinki,
on March 30, 1998, starting at 12.00 noon.

Shareholders who intend to participate in the Annual General
Meeting must register in advance, either at room 687 of the
Corporate Head Office at Panuntie 6, 00620 Helsinki, by phone
+358 9 7770 5607, by fax +358 9 7770 5586 or by mail. All such
notifications, including written ones, must be received no later than
4.00 pm on Wednesday, March 25, 1998. Shareholders are kindly
requested to forward authorizations, if applicable, so as to reach
the Corporation before the above deadline.

Shareholders, who have entered their shareholdings in the share-
holders’ register maintained by the Finnish Central Securities
Depository Ltd., are eligible to participate if their shares are
registered in their own name by March 25, 1998.

A shareholder, whose shares have not been transferred to the book
entry system, shall also have the right to participate in the Annual
General Meeting, providing that the shareholder has been entered
in the Corporation’s share register before May 5, 1993 or has
declared and established his or her title to the shares. In this case,
the shareholder must present his or her share certificate, or some
evidence that ownership of the shares has not yet been transferred
to the book-entry system, at the Annual General Meeting.

Notice of the Annual General Meeting will be given in the following
newspapers: Helsingin Sanomat, Kauppalehti and Hufvudstads-
bladet.

The Annual General Meeting

Valmet Corporation will publish two interim reports during 1998.
The report for the period January 1– April 30, 1998 will be
published in week 23 (on June 3, 1998), and the report for the
period January 1– August 31, 1998 in week 40 (on September 30,
1998).

Annual reports can be ordered from:
Valmet Corporation, Corporate Head Office, Panuntie 6,
PO Box 27, FIN-00621 Helsinki, Finland. Tel. +358 9 777 051,
Telefax +358 9 7770 5580.

The interim reports and financial releases can be found on
Valmet Corporation’s internet pages at http://www.valmet.com/

Helsinki Exchanges VAL.HSE
New York Stock Exchange VA.NYSE

Financial Reports

The cover is printed on environmentally-
friendly, Lumiart Silk 200 g and
the contents on Lumiart Silk 130 g
paper produced on a Valmet-made
printing machine.

Layout and design:
Graphic Design Studio.

Printed in Finland at
Sävypaino ISO 9002 , Espoo 1998.



Valmet Corporation

Corporate Head Office

Panuntie 6

PO Box 27

FIN-00621 HELSINKI, Finland

Tel. +358 9 777 051

Fax +358 9 7770 5580
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