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BOARD OF DIRECTORS’ 
REPORT

GENERAL 
Valmet Automotive (“Group” or “Valmet Automotive”) is an experienced provider 

of vehicle manufacturing, battery systems, and convertible roof and kinematic 

systems. Group’s special areas of expertise are premium cars, electric vehicles, 

battery solutions for automotive and industrial applications, and convertible and 

kinematic systems. 

GROUP STRUCTURE 
Valmet Automotive’s business is divided into three business lines – Vehicle 

Manufacturing, Electric Vehicle (EV) Systems and Roof & Kinematic Systems. The 

Group’s parent company is Valmet Automotive Oy and the Group consists of subsidiaries 

in Finland, Germany and Poland, fully owned either directly or indirectly by Valmet 

Automotive Oy. During 2020 the Group did not acquire any operative companies but 

divested its general automotive engineering services operations in Germany and 

Spain. Prior to the divestment certain EV Systems related engineering operations in 

Germany were transferred into another legal entity in Germany, which continues to be 

fully owned by Valmet Automotive. In Finland, some EV Systems related engineering 

and manufacturing operations were transferred from the Group’s parent company 

Valmet Automotive Oy to its subsidiary Valmet Automotive EV Power Oy. After these 

transfers Valmet Automotive’s EV Systems business line is fully operating in dedicated 

legal entities. The Group continues to provide engineering services as an integral part 

of vehicle manufacturing, roof and kinematic systems as well as of EV battery systems 

service offering. During the financial year, some group functions located in Germany 

were transferred to a newly established legal entity Valmet Automotive Management 

GmbH. 

EVENTS WITHIN THE FINANCIAL YEAR 
The year 2020 was eventful both due to extraordinary external circumstances and 

internal developments. The Group’s operations proceeded according to plans until 

late March when the covid-19 pandemic caused severe disturbances to the general 

economy and the automotive industry. Automotive supply chains were stopped, and 

production was shut down in Europe and North America for several weeks during 

April-May. The Group reacted swiftly by adjusting its resources and by focusing on 

cash management. Co-operation negotiations on temporary workforce reduction 

were started on March 13, 2020 at the Uusikaupunki, Finland car plant, and on March 
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18, 2020, at the Salo, Finland battery plant. Furthermore, temporary adjustments 

to personnel in Germany, Poland and Spain were implemented according to local 

regulations and practices. In April the Group arranged bridge funding in order to 

secure sufficient liquidity during the pandemic shut down and to prepare for a longer 

standstill. In June operations started to recover and by September the production 

volumes were generally back at the early 2020 level. During the last quarter of the 

year sales and profitability exceeded the plan and compensated greatly the losses 

created by the covid-19 pandemic during the second and third quarter of the year. 

Due to the lost production volumes during second and third quarter full year sales 

declined clearly from the previous year. However, operating profit from continuing 

operations was only somewhat lower than the year before. 

The most significant events of the year included i) the announcement of CO2 

neutral production target for the Uusikaupunki plant and publishing the first 

sustainability report, ii) investments into battery testing capacity in Germany, iii) 

divestment of general automotive engineering services in Germany and Spain and 

iv) expansions of battery system production facilities in Salo and Uusikaupunki, 

Finland. 

Passenger cars have become one of Finland’s leading export products thanks to 

Valmet Automotive, and as a result of strong demand, the number of personnel in the 

car manufacturing plant in Uusikaupunki was about 3100 at year-end. In 2020, the total 

car production volume was lower than the year before. 

On June 5, Valmet Automotive announced setting a highly ambitious goal for 

the Uusikaupunki, Finland plant to be CO2 neutral by the end of 2021. The goal is 

part of the Valmet Automotive’s sustainability plan, with which the company aims 

to be one of the leaders of the automotive industry in sustainability indicators. On 

September 22, the Group published its first sustainability report. As the Group aims 

at a vanguard status of sustainable development in the automotive industry, the 
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report presents comprehensively the main themes of sustainable development, 

strategic priorities and goals. Going forward this report will be published annually. 

On January 23, Valmet Automotive announced that due to the high demand 

for test capacities on battery modules and battery systems of electrically powered 

vehicles, Valmet Automotive is working with high pressure to complete its Battery 

Test Center (BTC) in Bad Friedrichshall, Germany. The facility was operational by the 

end of February. On November 27, the Group announced that it is further expanding 

its battery testing capacities and expertise in Weihenbronn, Germany, close to the 

Group’s existing battery test center hub in Bad Friedrichshall.  

On October 13, Valmet Automotive announced it had reached an agreement 

to sell the general automotive engineering services of its Engineering Services 

Business Line in Germany and Spain. The divestment decision was motivated 

by Valmet Automotive’s strategy to sharpen its focus to e-mobility and electric 

vehicles as a contract manufacturer and Tier-1 system supplier. While exiting the 

general automotive engineering services, Valmet Automotive continues to provide 

engineering as an integral part of vehicle manufacturing, roof and kinematic systems 

as well as of EV battery systems service offering. 

On November 4, Valmet Automotive announced it is expanding the battery plant 

in Salo, Finland after less than 12 months of operation to meet the needs of increased 

production volumes of batteries. The extension will increase the production 

capacity of batteries and double the number of employees in the next few years. 

On December 8, the Group announced that in the future, Valmet Automotive’s car 

plant in Uusikaupunki, Finland, will not only produce passenger cars, but also will 

produce high-volume battery systems for electrically powered vehicles. Besides Salo, 

Uusikaupunki will be the second plant with high-volume battery system production 

and it will employ a significant number of people. 

NET SALES AND PROFIT 
The consolidated financial statements have been prepared in accordance with 

International Financial Reporting Standards (IFRS) in force at January 1, 2020. There 

were no new or amended IFRS accounting principles in 2020 which would have 

had a material impact on Group’s financial statements. During the report year, 

Valmet Automotive divested its general automotive engineering services business 

in Germany and in Spain. These operations are classified as discontinued operations 

in the financial statements and previous year comparison data has been restated 

accordingly.

During the report year, Valmet Automotive’s net sales from continuing operations 

were EUR 494,0 (595,6 restated) million, which was 17 % lower than the year earlier. 

The Group’s operating profit from continuing operations was EUR 21,7 (27,0 restated) 

million, or 4,4 % of net sales (4,5 %). The profitability decreased only slightly despite 

the substantial negative impact of the covid-19 pandemic during the year and 
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especially during the second and third quarter. Good profitability was maintained 

due to efficient and swift countermeasures to the covid-19 pandemic and due to 

overall good performance in all business lines during the financial year. Vehicle 

Manufacturing profitability continued at a good level despite covid-19 pandemic 

impact and lower production volumes compared to previous year. EV Systems full 

year net sales grew strongly, and profitability increased from previous year and 

operating profit exceeded break-even level during the second half of the year. Roof 

& Kinematic Systems net sales decreased clearly but operating profit remained 

positive. There were no reported non-recurring costs in the financial year or the year 

earlier affecting comparability. 

CASH FLOW AND FINANCING 
The Group’s cash flow after investments was EUR 12,0 (40,9) million. The decrease 

in cash flow originated from lower cash flow from operations. Investments made 

according to plan in vehicle manufacturing mainly related to replacement, 

productivity and flexibility and in EV Systems to growth. 

At the end of the financial year the shareholders were Pontos Group (38,46 %), 

Tesi (38,46 %) and CATL (23,08 %). 

During the financial year, the Group entered into significant new debt financing 

agreements in order to cover working capital fluctuations and operational losses 

created by covid-19 pandemic. The new agreements amounted to EUR 120 million 

and included mainly short-term loans and a EUR 20 million hybrid equity loan from 

Tesi. EUR 85 million of these loans were raised and at the end of the financial year 

EUR 66 million was outstanding. The Group had an earlier EUR 20 million long-term 

loan from the European Investment Bank, of which EUR 6,7 million was outstanding 

at the end of the year. In addition, the Group has a receivable sale facility in the Roof 

& Kinematic Systems business line with a limit of EUR 10 million (not utilized at the 
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end of the year). Lease financing is used for acquisition of facilities, machinery and 

equipment. Lease liabilities totaled EUR 25,2 (37,4) million at year-end. 

FINANCIAL POSITION AND INVESTMENTS 
The consolidated balance sheet totaled EUR 628,1 (548,9) million. The Group’s equity 

at the end of the financial year was EUR 22,2 (20,0) million. 

Gross investments in fixed assets totaled EUR 39,2 (87,5) million, consisting of 

replacement investments, development investments and investments into new 

production lines especially in EV Systems. Significant investments continued in the 

Salo plant battery production lines. 

PERSONNEL 
The total number of employees in the Group during the financial year was on average 

3868 (4172 in 2019, restated). The total amount of wages and salaries in this financial 

year was EUR 164,2 million (EUR 191,8 million in 2019, restated). 

Valmet Automotive has been pro-active in measures against the covid-19 virus. In 

concerted efforts the Group and every location prepared a list of actions to ensure a 

safe workplace for all employees. General awareness and understanding have been 

achieved by constant internal communications and instructions. The anti-covid-19 

measures include for example visitor ban at locations, restrictions in work-related 

traveling, mandatory use of masks and employees’ access to corona test. Most 

salaried employees have been remote working. The follow-up of positive cases has 

been effectively set up at locations to track down and quarantine persons who may 

have been infected. Due to the extensive preparations and continuous follow-up, 

the virus has not caused chains of infection at Valmet Automotive locations.

Valmet Automotive, as an international Group with three business lines and 

several locations in three countries, acknowledges the importance of unified 

corporate culture. Our culture is based on five Commitments that are actively rolled-

out on all levels of the organization. Internal communications on Commitments is 

constant and diverse, including internal workshops and diagonal meetings as well 

as a steady flow of internal news on the subject. For example, the employees vote 

monthly for a Commitment Ambassador. To reinforce the message, locations have 

received internal Commitments information materials. Further complementing 

these activities are the e-learning Commitment trainings for the new employee 

induction.

RESEARCH AND DEVELOPMENT 
Valmet Automotive’s research and development activities are focused on its 

Electric Vehicle and Roof & Kinematic Systems business lines. The Group has an on-

going development project related to industrial battery platform intended to be 

commercialized mainly in applications of non-automotive vehicle industry. Valmet 
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Automotive has an IPR portfolio that includes approximate 200 patent families 

which are mainly related to Roof & Kinematics Systems business line. In Vehicle 

Manufacturing business line, there are small-scale research activities and there the 

development activities are an integral part of customer projects, and the technical 

development work is carried out as projects in close cooperation with customers. 

QUALITY, ENVIRONMENT AND SAFETY 
All units are certified in compliance with the requirements of the automotive 

industry’s IATF 16949 quality standard. 

In addition, all plants are certified according to the ISO 9001 quality standard, ISO 

14001 environmental standard and ISO 45001 (former OHSAS 18001) occupational 

health and safety standard.

SUSTAINABILITY AT VALMET AUTOMOTIVE
Sustainability is deeply rooted in the Valmet Automotive culture. The key topics of 

our sustainability concept – environment, sustainability, governance, health and 

safety and people – are aligned with the five Commitments of our corporate culture 

– respect, always learn, lead at all levels, show entrepreneurial spirit and deliver. We 

look both at the direct impacts of our operations and the value we create for our 

stakeholders.

The most important resource of Valmet Automotive is the highly skilled, innovative 

and flexible work force. The principles of a continuously improving organization, 

operations, development and governance are bases for Valmet Automotive’s daily 

work.

Valmet Automotive’s car plant in Uusikaupunki aims to achieve carbon neutrality 

by the end of 2021. The target will be extended to all Valmet Automotive Group 

operations by 2024. Best practices are applied when planning new production 
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processes. Production processes are developed together with stakeholders to 

improve energy and the efficient use of raw materials and to reduce emissions and 

waste.

Valmet Automotive is fully committed to acting with integrity and strongest 

compliance. Valmet Automotive strives to be a preferred business partner and 

supports reliable and fair relations with its business partners. Component suppliers 

and service providers are expected to apply similar principles of compliance and 

sustainable development.  Valmet Automotive’s Supplier Code of Conduct defines 

the requirements our suppliers must comply with in their dealings with Valmet 

Automotive and its employees. Valmet Automotive supports its partners by sharing 

its experiences and views. Valmet Automotive supports local communities and non-

profit projects that comply with its operational principles.

The Group publishes annually a corporate responsibility report.

THE BOARD OF DIRECTORS, MANAGEMENT AND AUDITORS 
Valmet Automotive Oy’s annual general meeting of the shareholders was held on 

April 2, 2020. This meeting elected the following board members: Mr. Jarkko Sairanen 

(Chairman), Mr. Philip-Christian Eller, Dr. Hans-Joachim Schöpf, Mr. Timo Kokkila, Dr. 

Ulrich Hackenberg and Mr. Kari Heinistö. Dr. Hackenberg resigned from his position 

as a board member on June 29, 2020. 

The CEO of the company is Mr. Olaf Bongwald. The initial three-year CEO contract 

of Olaf Bongwald was extended with a five-year period from April 1, 2021 to March 

31, 2026.

The company’s auditor is the authorized public accounting firm Ernst & Young 

Oy and Mr. Mikko Rytilahti acts as the auditor with the principal responsibility. 
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SHARES AND PROFIT DISTRIBUTION PROPOSAL 
Valmet Automotive Oy has one class of shares. The company has a total of 136 887 

shares, which do not have nominal value. Each share entitles to equal voting and 

dividend rights. Valmet Automotive Oy owns 5 288 of its own shares. 

Valmet Automotive Oy has no distributable funds. The Board of Directors proposes 

to the Annual General Meeting to not distribute any dividends and to carry the net 

loss of the financial year forward. 

KEY FIGURES 
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ESTIMATE ABOUT THE SHORT-TERM PROSPECTS,  
THE MAIN RISKS AND UNCERTAINTIES 
Valmet Automotive’s Vehicle Manufacturing business in the coming years is largely 

dependent on the demand trend of its largest customer. The most significant near-

term risks are related to the execution of the car models currently in production on 

a high-volume level while maintaining the delivery and quality performance, as well 

as securing the supply chain. In contract manufacturing the changes in customer 

demand typically can result in a need to adjust resources. Customers regularly 

submit demand forecasts, which will enable Valmet Automotive to respond timely 

to these changes. In some cases, customers also have the contractual obligation of 

compensation for lower than agreed production amounts.

Roof & Kinematic Systems has a broader customer base than Vehicle 

Manufacturing, and along with that the risk associated with the demand for 

single customer is smaller from Valmet Automotive’s point of view. The market for 

convertible roofs is not expected to increase. The most significant risks in the Roof 

& Kinematic Systems are thus related to the demand for convertibles as well as to 

Valmet Automotive’s ability to win new roof and kinematic systems engineering and 

manufacturing projects as well as redirect the service offering. Tier-1 system supplier 

typically delivers development, engineering and manufacturing services to its 

customers in comparison to contract manufacturing service supplier whose delivery 

is mainly related to manufacturing and therefore the related risks and liabilities are 

different from each other.

As Valmet Automotive builds its position and grows its volumes in Electric Vehicle 

Systems, there is risk associated with product liabilities in cases where Valmet 

Automotive acts as a Tier-1 or system supplier and typical contract manufacturing 

risks in cases Valmet Automotive acts as a contract manufacturing service provider. 

The covid-19 pandemic may have a major impact on the automotive industry 

demand and supply chain. Availability and delivery times of parts might have adverse 

influence on manufacturing volume, sales and cash flow. 

Valmet Automotive’s credit loss risk related to the receivables has been managed 

with credit policy and advance payments, when needed. 

In some projects, part of the project sales price is received from the customer 

only during the production phase. Valmet Automotive’s financial resources are 

assumed to be sufficient to cover a part of the financing needs of this type of project, 

but at the same time Valmet Automotive will actively influence the fact that the 

financial needs of the project shall be tailored between the customers and Valmet 

Automotive in proportion to resources and risk-taking capacity. 
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SIGNIFICANT SUBSEQUENT EVENTS 
On January 28, 2021 Valmet Automotive announced it had signed a second battery 

manufacturing contract with a major automotive OEM for the Uusikaupunki, Finland 

battery plant. The new contract further strengthens Valmet Automotive’s position as 

a main automotive battery systems provider, and it is yet another important step 

towards the company’s strategic goal to expand the EV Systems business line.

Vantaa, March 3, 2021 

Valmet Automotive Oy 

Board of Directors
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CONSOLIDATED FINANCIAL 
STATEMENTS (IFRS)

CONSOLIDATED STATEMENT OF PROFIT OR LOSS  

The notes are an integral part of the consolidated financial statements. 
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 

The notes are an integral part of the consolidated financial statements.
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CONSOLIDATED BALANCE SHEET, ASSETS 

 

The notes are an integral part of the consolidated financial statements.
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CONSOLIDATED BALANCE SHEET, SHAREHOLDERS’ EQUITY AND LIABILITIES

The notes are an integral part of the consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended December 31, 2020

 

For the year ended December 31, 2019

The notes are an integral part of the consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

 

The notes are an integral part of the consolidated financial statements.
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NOTES TO THE 
CONSOLIDATED FINANCIAL 
STATEMENTS (IFRS)

1	 ACCOUNTING PRINCIPLES FOR THE  
CONSOLIDATED FINANCIAL STATEMENTS 

1.1	 GENERAL

GENERAL INFORMATION
The consolidated financial statements of Valmet Automotive Oy and its subsidiaries 

(collectively, the Group) for the year ended 31 December 2020 were authorised for 

issue in accordance with a resolution of the directors on March 3, 2021, after which, in 

accordance with Finnish Company Law, the financial statements are either approved 

or rejected in the Annual General Meeting. 

Valmet Automotive (“Group” or “Valmet Automotive”) is an experienced provider 

of vehicle manufacturing, battery systems, and convertible roof and kinematic 

systems in the automotive industry. Its business is divided into three business lines 

- Vehicle Manufacturing, Roof & Kinematic Systems and Electric Vehicle Systems. 

Business is conducted via the Group’s parent company, Valmet Automotive Oy and 

its subsidiaries in Finland, Poland and Germany. The subsidiaries are fully owned 

either directly or indirectly by Valmet Automotive Oy.

General accounting principles are described in this section. Principles that apply 

to specific accounting items are presented as part of the relevant notes. 

BASIS OF PREPARATION AND CHANGES IN ACCOUNTING POLICIES
The consolidated financial statements, prepared in accordance with International 

Financial Reporting Standards (“IFRS”) as adopted by the EU include the financial 

statements of Valmet Automotive Oy and its subsidiaries. 

The financial statements are prepared under the historical cost convention, 

except as disclosed in the accounting principles. 

The Group has elected to report expenses by nature within the statement of profit 

or loss, and to present two statements, a statement of profit or loss and a statement 

of other comprehensive income, rather than a single statement of comprehensive 
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income combining the two elements.

The consolidated financial statements are presented in euro, which is the 

functional and reporting currency of the parent company. Financial information is 

presented in thousands of euro (€000), except when otherwise indicated.

CONSOLIDATION PRINCIPLES
The consolidated financial statements comprise the financial statements of the 

Group as of 31 December 2020.

Subsidiaries are companies in which the Group owns, directly or indirectly 

through subsidiaries, over 50 per cent of the voting rights or in which it is in a position 

to govern the financial and operating policies of the entity. Subsidiaries have been 

listed in Note 3.

All intercompany transactions, balances and gains or losses on transactions 

between subsidiaries are eliminated as part of the consolidation process. 

If the Group loses control over a subsidiary, it derecognises the related assets, 

liabilities, non-controlling interest and other components of equity while any 

resultant gain or loss is recognised in the consolidated profit or loss statement. Any 

investment retained is recognised at fair value.

Associated companies are consolidated by the equity method. Under the equity 

method, the share of profits and losses of associated companies is presented 

separately in the consolidated statements of income. 

FOREIGN CURRENCY TRANSACTIONS AND TRANSLATION
Transactions in foreign currency are recorded at the exchange rate prevailing on 

the date of the transaction. Open receivables and liabilities denominated in foreign 

currency at the end of the financial period are translated using the exchange rate 

of the balance sheet date and the resulting foreign exchange gains and losses are 

recognised in the income statement. 

The income statements of subsidiaries with a functional currency different 

from the reporting currency are translated into euro at the average exchange 

rates for the financial year and the balance sheets are translated at the exchange 

rate of the balance sheet date. This exchange rate difference is recorded through 

Other Comprehensive Income/Expense (OCI) in the cumulative translation 

adjustment line item in equity. The translation differences arising from subsidiary 

net investments and long-term subsidiary loans without agreed settlement dates 

are recognised through the OCI to the cumulative translation adjustments under 

equity. 
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SIGNIFICANT ACCOUNTING JUDGMENTS,  
ESTIMATES AND ASSUMPTIONS
The preparation of the Group’s consolidated financial statements requires 

management to make judgements and estimates that affect the reported amounts 

of revenues, expenses, assets and liabilities, and the accompanying disclosures, and 

the disclosure of contingent liabilities.

Assumptions, estimates and judgements are based on management’s historical 

experience, best knowledge about the events and other factors, such as expectations 

of future events, which can be considered feasible. The actual amounts may differ 

significantly from the estimates used in the financial statements. Possible changes 

in estimates and assumptions are recognised in the financial period in which the 

estimate or assumption is changed. 

Significant accounting judgements, estimates and assumptions made by 

management are described in the relevant notes.

FINANCIAL RISK MANAGEMENT 
Financial risks and exposures are managed, reported and mitigated centrally by the 

Group Treasury under annually reviewed written policies approved by the Board of 

Directors. Group Treasury evaluates and hedges or otherwise manages financial 

risks in close co-operation with business lines and legal units. These risks include the 

Group’s principal credit and counterparty, commodity price, translation, currency, 

interest rate and liquidity risks, which are outlined in more depth in Note 17. Group 

Treasury manages centrally external funding and is responsible for the management 

of financial assets and liabilities and appropriate hedging measures. The objective 

of financial risk management is to minimize potential adverse effects on Valmet 

Automotive financial performance. 
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1.2	 CHANGES IN IFRS STANDARDS

The financial statements do not early adopt standards or amendments before their 

effective date. The standards applied in these financial statements are those that 

were effective for annual periods beginning on or after 1 January 2020. 

COVID-19-RELATED RENT CONCESSIONS AMENDMENT TO IFRS 16 
The Group has applied the covid-19-related rent concession to leases as issued in 

May 2020. The concession allows the lessee not to assess whether a rent concession 

is a lease modification. Any change in lease payments resulting from the rent 

concession is accounted for as if the change was not a lease modification. The Group 

has applied the practical expedient to all rent concessions that meet the conditions. 

Details of the rent concessions are in Note 10. 

2	 COVID-19 PANDEMIC’S IMPACT TO BUSINESS ACTIVITY AND 
UNDERLYING PERFORMANCE

The global covid-19 pandemic had influence in the Group performance in 2020, 

which however is difficult to quantify for the full year. Automotive supply chains were 

disrupted, and many production plants were in shutdown for several weeks during 

April-May in Europe and North America. The Group reacted swiftly by adjusting 

workforce temporarily, and by focusing on cash management. In addition, the 

Group arranged bridge funding in order to secure sufficient liquidity. During the 

last quarter of the year, sales and profitability were higher than the plan and largely 

compensated the losses from the second quarter. Nevertheless, the full year sales 

declined clearly from the previous year due to production losses in second and third 

quarter. However, operating profit from continuing operations was only somewhat 

lower than the year before.

The Group does not see any business continuity or going concern assumption 

risks. However, as the customer base is relatively narrow and concentrated in mostly 

automotive OEMs, changes in the automotive business activity can have significant 

impact in the Group performance. 

The Group has received government subsidies to support employment during 

the pandemics, as well as benefited from temporarily lower pension and social 

security contribution rates. Some lease payments have been deferred from 2020 to 

2021. Details are given in corresponding Notes.
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3.1	 INFORMATION ABOUT SUBSIDIARIES

The consolidated financial statements of the Group include the following 

companies:

 

3	 SUBSIDIARIES AND ASSOCIATES

 
3.2	 ACQUISITIONS AND DISPOSALS

The Group did not make any acquisitions in 2020 or 2019. In 2020 the Group sold the 

major part of its generic automotive engineering business in Germany and Spain. In 

2019 there were no disposals.

DISPOSAL OF GENERIC AUTOMOTIVE ENGINEERING BUSINESS
On October 12, 2020, the Group reached an agreement to sell its Engineering 

Services business line to Mutares SE & Co. KGaA. The effective date of the sale was 

October 31, 2020. The sale consisted of Valmet Automotive Beteiligungs-GmbH with 

its subsidiaries in Germany and Spain. The divestment decision was driven by the 

Group’s strategy to sharpen its focus to e-Mobility and electric vehicles as a contract 

manufacturer and Tier 1 system supplier.

The divested engineering services business included vehicle development, 

electrics/electronics, simulation and testing services as well as prototyping and small 

series manufacturing.  Around 600 employees were affected.

Prior to the sale, the EV battery development and testing activities were transferred 
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to Valmet Automotive Solutions GmbH, which is part of the Electric Vehicle Systems 

business line. In addition, certain group management functions were transferred to 

Valmet Automotive Management GmbH, a newly established legal entity. 

Income statement items are adjusted for the disposed business in both 2020 and 

2019. The disposed business is presented as a separate Discontinued Operations 

line item in the income statement and related disclosures. The disposed business is 

included in the consolidated financial statements up to the date of disposal. 

A summary of the disposed business balance sheet, loss from the sale and cash 

impact from the disposal is presented below: 
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Net result from the disposed business is shown below:

 

Net cash flows related to the disposed business are shown below:

 

Financing cash flow consists of repayment of lease liabilities. 
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3.3	 INVESTMENT IN AN ASSOCIATE

Accounting principles

An associate company is an entity in which the investment provides the Group the 

ability to exercise significant influence using power to participate in the financial 

and operating policy decisions of the company. Such influence is presumed to exist 

when the direct or indirect shareholding is between 20 and 50 per cent of the voting 

rights, or if the Group is able to otherwise exercise significant influence. 

Investments in associated companies are initially recognised at cost after which 

the share of post- acquisition retained profits and losses is included as part of 

investments in associated companies in the consolidated balance sheets. 

Associated companies are consolidated by the equity method. Under the equity 

method, the share of profits and losses of associated companies is presented 

separately in the consolidated statements of income. The share of profit of an 

associate is presented in one-line item. 

At each reporting date, the Group determines whether there is objective evidence 

that the investment is impaired. If there is such evidence, the Group calculates the 

amount of impairment as the difference between the recoverable amount of the 

associate and its carrying value, and then recognises the loss as ‘Share of profit of an 

associate and a joint venture’ in the statement of profit or loss.

The Group has a 40% non-operative interest in a real estate company Kiinteistö Oy 

Pietolankatu 13. The carrying amount of the investment and the Group’s share of the 

associate’s results are presented below. 
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4	 REVENUE FROM CONTRACTS WITH CUSTOMERS

Accounting principles
The Group recognises revenue when it has satisfied a performance obligation by 

transferring the control of the promised goods and services to the customer. The 

transfer of control takes place when the customer has the ability to direct the use of, 

and obtain substantially all of the remaining benefits from, the goods or services. The 

Group identifies the contract with the customer, various performance obligations of 

the contract and allocates the transaction price to these performance obligations. 

Revenue is recognised in two categories, depicting the timing of revenue 

recognition: over time and at point of time. 

When the control of the produced good and rendered services is transferred over 

time to the customer, revenue is recognised over time. The Group transfers control 

over time when: 

•	 it produces goods with no alternative use and the Group has an irrevocable right 

to payment (including a reasonable margin) for the work completed to date (e.g. 

long engineering contracts); or  

•	 it creates goods which are controlled by the customer as the goods are created or 

enhanced (e.g. work done on customer owned vehicles); or  

•	 the customer simultaneously receives and consumes the benefits provided by 

the Group (e.g. work done at the customer or in customer design systems). 

When none of the criteria stated above have been met, revenue is recognised at a 

point in time, which is when the control passes to the customer and the business 

has the right to payment, for example, on delivery.

For each performance obligation recognised over time, the Group recognises 

revenue using an input method, based on costs incurred. Revenue and attributable 

margin are calculated by reference to reliable estimates of transaction price and 

total expected costs. Changes to total estimated contract costs and losses, if any, 

are recognised in the period in which they are determined. Expected contract loss is 

expensed immediately when it becomes evident. 

Unfinished contracts are presented in the balance sheet as contract assets and 

received payments as contract liabilities. The contract assets and liabilities are offset 

by individual contract, and the net difference is presented either as an asset or a 

liability in the balance sheet. Contract assets and liabilities are derecognised when 

the contract has been fully satisfied and invoiced. 
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Significant management estimates and judgment
The management has made judgements about determining distinct goods and 

services to define the promised performance obligations, and which contracts form 

a single commercial objective in complex contract packages. These judgments 

significantly affect determination of amount and timing of revenue. 

Revenue recognition over time requires determination of a completion stage, 

which is based on actual cost incurred in proportion of the total estimated cost of 

the project (cost-to-cost basis). Total project cost estimates are based on project 

forecasts, which take into account changes in the estimated revenue, costs and 

profit, together with the planned delivery schedule. Project forecasts are updated 

and approved regularly. 

Total project cost estimates might change, e.g. because of changes in the 

underlying project cost structures, which may ultimately affect the revenue 

recognised. Therefore, the over time recognition method is not applied for 

recognising sales commitments before a defined threshold is achieved or where 

the final outcome of the project and related cost structure cannot be established 

reliably. 
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Revenue recognised by timing category in 2020 and 2019 is summarized in the table 

below.

 

The net contract assets and liabilities on December 31, 2020 and December 31, 2019 

are presented below.
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REVENUE STREAMS
The Group has identified several revenue streams within the categories of over 

time and at point of time satisfied performance obligations. These revenue streams 

reflect the performance obligations and timing of satisfaction of such performance 

obligations, and the allocation of related transaction price.

The Group’s revenue streams are summarized below: 

Revenue stream Description Business line Revenue 
recognised

Contract 
manufacturing 

Manufacturing 

assembly services 

and logistics

Vehicle 

Manufacturing, 

Electric Vehicle 

Systems

At a point in time

Product sales Roofs, batteries, spare 

parts, production 

parts and other 

Roof & Kinematic 

Systems, Electric 

Vehicle Systems

At a point in time

Engineering 
services

Design and 

development work, 

concept work, 

supplier tooling 

procurement

Roof & Kinematic 

Systems, Electric 

Vehicle Systems

Over time

Industrialisation 
(not recognised 
separately)

Services related to 

subsequent contract 

manufacturing or 

production

All Part of contract 

manufacturing or 

product sales

Short and/or small 
contracts

Small or short 

engineering or other 

projects  

All At a point in time

The revenue recognition method varies depending on terms and conditions agreed 

with each customer. Many contracts are framework agreements, which cover 

the entire chain of activities performed for the customer. For example, contract 

manufacturing agreements typically cover the preparation phase for production, 

called industrialisation, as well as the assembly work and logistics. In Roof & 

Kinematic Systems, the contracts may have several parts, starting from design and 

development engineering of the product, and moving to industrialisation work and 

model specific tooling procurement for the customer, product and spare parts sales. 

If the customer has given firm commitment to part of the frame agreement deliveries 

only, the contract revenues will be recognised separately for that firm commitment 

part only. When the customer commitment covers the entire framework agreement, 
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or large parts of it, it may be that such contracts are considered as one contract 

entity, even if the customer would place purchase orders in stages.

Contract manufacturing revenues are recognised when control for the assembly 

service done is transferred, which takes place at the delivery of the vehicles or 

batteries. Product sales revenue from sale of products such as roofs and spare parts 

is recognised when control for the goods is transferred at the delivery of goods. 

When there is pre-production industrialisation required, it will be recognised with 

the product. Contract manufacturing and product sales are paid after each delivery.

Large contract manufacturing agreements may include significant advance 

payments to prepare production and supply the necessary product specific 

equipment and tools. These advance payments agreed with the principal may 

be considered to generate a significant time value of money and as such may be 

considered to contain a significant financing component. In such cases, financing 

cost is accounted for as interest expense and financing component liability is 

presented. The influence of the significant finance component is recorded in 

turnover. Over the contract lifetime there is no net result impact. 

In engineering contracts, the customer receives simultaneously the benefits 

provided and the Group the right to payment for the performance completed, and 

the corresponding revenue will be recognised over time. The progress is measured 

by the input method. The contract payments are made either at delivery or by 

milestones during the service performance and they typically follow the transfer of 

control of performance obligations to be satisfied.

Industrialisation, which is not an independent revenue stream, includes pre-

production activities and manufacturing engineering work required to get the 

production lines and facilities ready for production. Such work is typically sold as 

part of contract manufacturing or roof systems supplier contracts. Industrialization 

cannot be considered as a separate deliverable i.e., distinct performance obligation 

but is part of the product sale or contract manufacturing. Revenue recognition 

commences at start of production and revenue is recognised with product deliveries 

at a point in time. 
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5	 OTHER OPERATING INCOME AND EXPENSES

Accounting principles
Other operating expenses are recorded on their respective cost type accounts, 

unless they are considered as adjustments to income.

Government grants are recognised when there is reasonable assurance that the 

grant will be received and all attached conditions are complied with. If the grant 

is subject to approved costs and progress reports by the grantor, the grant is not 

recognised before the grantor approval has been received.

When the grant relates to an expense item, it is recognised as income on a 

systematic basis over the period during which the costs related to the grant are 

incurred and expensed. When a grant relates to an asset, it is recognised as income 

proportionally over the expected useful life of the related asset.

Research costs and expenses are expensed as incurred. Development costs 

are normally expensed when incurred. They only can be capitalised, when certain 

economic and technical feasibility criteria conditions are fully met. 

Other operating income

 

Government grants are mainly related to Business Finland projects and employment 

subsidies. In 2020, the government grants also include EUR 0.8 million of covid-19 

related subsidies. There are no unfulfilled conditions or contingencies attached to 

these grants.  Claims from suppliers relate to compensation received from suppliers, 

e.g., for quality related issues. 



34 / 87Annual Report and Financial Statements 2020

Other operating expenses

  

Total research and development costs including personnel  

costs amounted to 2 641 kEUR in 2020 (2 251 kEUR in 2019). 
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6	 EMPLOYEE BENEFITS AND NUMBER OF PERSONNEL

Accounting principles
Personnel benefits and related social security costs and pension contributions are 

expensed on the period the work has been performed. 

Pension and other defined benefit plans are detailed in Note 7.

The 2020 personnel costs include the impact from covid-19 related reduction of 

the social security and pension contribution rate, amounting to EUR 0.1 million and 

EUR 2.0 million, respectively.
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7	 PENSION AND OTHER DEFINED BENEFIT PLANS

Accounting principles
Pension plans are classified as defined contribution and defined benefit plans. Under 

a defined contribution scheme, the Group makes payments to separate insurance 

companies or independent funds. The Group has no legal or constructive obligation 

to make further payments if the payment recipient does not have sufficient assets to 

pay the post-employment benefits. All arrangements not meeting these conditions 

are defined benefit schemes. 

Most schemes, including the Finnish TyEL scheme, are defined contribution 

plans where the Group makes payments to separate entities managing the assets. 

Payments made to defined contribution pension schemes are recorded through 

profit or loss in the accounting period the charge applies to. 

The defined benefit plan pension cost is determined by external actuaries who 

analyse the plan applying the projected unit credit method. The cost of providing 

any defined retirement benefits is charged to profit and loss concurrently with 

the service rendered by the personnel.  Actuarial gains and losses arising from 

experience adjustments and changes in actuarial assumptions are recognised 

through OCI into shareholders’ equity in the period in which they arise. Past service 

costs are recognised immediately in income statement. The liability of defined 

benefit pension plan is the present value of the defined benefit obligation less the 

fair value of plan assets. 

In Finland, employees earn an additional benefit, payable after a certain number 

of service years is completed, following the rules of the long-service benefit plan. 

The cost of providing long-service benefits is charged to profit and loss concurrently 

with the service rendered by the personnel. Actuarial gains and losses arising from 

experience adjustments and changes in actuarial assumptions are recognised in 

the income statement. 

Significant management estimates and judgments
Defined benefit pension plan cost is determined from the advice of qualified 

actuaries who carry out valuation of the plan annually, calculating the obligation, 

using several assumptions such as the discount rate and expected return on assets, 

salary and pension increases and other actuarial factors. Many of these assumptions 

require also management judgment. As a result, the liability recorded on the balance 

sheet and cash contributions to funded arrangements are sensitive to changes. 

Long-service benefit plan, in which the benefits are based on the promised 

amount of money after ten-year service time, require management judgment of 

the turnover of the personnel.
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7.1	 LONG-SERVICE BENEFIT PLAN

In Finland, qualified employees earn an additional benefit following the rules of the 

long-service benefit plan. The employer has promised a certain amount of benefit 

after given years of service time according to the rules of the long-service benefit 

plan. The benefits are based on the promised amount of money after ten-year 

service time. The promised benefit increases when the employment has lasted 15, 

20 and 25 years. Benefit payments continue until retirement or resignation and are 

paid to the employees once a year or monthly. 

 

The discount rate has been determined using Bloomberg € EU Corporate AA+, AA, 

AA-yield curve. The estimated duration of the benefit obligation has been taken into 

consideration. The discount rate was -0.2% and 0.2% for the years ended December 

31, 2020 and December 31, 2019, respectively. 
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7.2	 DEFINED PENSION BENEFIT PLAN

The voluntary defined benefit pension plan in Finland is described below. The 

defined benefit pension plans of the disposed German Engineering business are 

shown in discontinued operations, see Note 3.2.

The Finnish voluntary defined benefit pension plan is closed for new members 

and the benefits are insured with an insurance company. The voluntary plan’s 

benefits are based on a certain level of benefit after retirement. The promised 

benefit is a defined percentage of the base salary, which is an average of ten last 

year’s salaries, indexed with common salary index to the current year. The benefits 

of this plan are old age, disability and survivor’s benefits, topping up the statutory 

benefits. The pension plan premiums are calculated so that the promised old age 

benefit will be fully funded by the retirement age to purchase an annuity pension. 

The employer has no funding risk after retirement. 
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The discount rate has been determined using Bloomberg € EU Corporate AA+, AA, 

AA-yield curve. The estimated duration of the benefit obligation has been taken into 

consideration. The main assumptions are described in the table below.

 

The weighted average duration of the defined benefit obligation is 7 years. The 

expected contributions for the year 2021 amount to EUR 23 284.

A sensitivity analysis for assumptions as at December 31, 2020 was performed. 

The impact of changes in the discount rate and salary increase is shown below:



40 / 87Annual Report and Financial Statements 2020
 

 

8	 FINANCE INCOME AND COSTS

Accounting principles
Financing costs are charged to the income statement during the financial period 

in which they incur. As an exception, any borrowing costs directly attributable to 

the acquisition, construction or production of an asset that necessarily takes a 

substantial period of time to get ready for its intended use or sale are capitalized as 

part of the cost of the respective asset. Borrowing costs consist of interest and other 

costs that an entity incurs in connection with the borrowing of funds. Losses from 

sales of shareholdings are recorded in financing costs, and gains from such sales are 

recorded in financing income.

The Group has elected to classify interest received and paid as cash flows from 

operating activities.

The 2020 total finance cost includes interest and other financing expenses on bridge 

funding acquired in April to secure liquidity during the pandemic shutdown period.  
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9	 INCOME TAXES

9.1	 INCOME TAX EXPENSE

Accounting principles
Income taxes in the consolidated statement of profit and loss consist of taxes on 

the taxable income of the Group companies for the current period and changes in 

deferred taxes. The statement of comprehensive income includes taxes on items 

presented in the statement of comprehensive income.  

Current taxes include estimated taxes corresponding to the Group companies’ 

taxable results for the financial year, and adjustments to taxes for previous years. 

Income tax receivables and payables are recognised at the expected amounts to be 

recovered from or paid to the tax authorities.

Deferred taxes are calculated based on temporary differences between financial 

reporting and the taxation calculated with enacted tax rates effective for the future 

years.

Significant management estimates and judgments
The Group assesses the probability that the local taxation authority or authorities, 

should the treatment be for cross-border transaction, will accept any tax treatment 

recorded in the accounts. Tax treatment is only recorded, when it is concluded that 

it is probable the tax treatment will be accepted by the relevant tax authority or 

authorities.

Significant management judgement is required to consider the probability that 

the tax treatment proposed can be recognised, taking into account the likelihood 

that the relevant tax authorities will accept the planned tax treatment. In the event 

that actual tax authority acceptance would not be obtained, the tax payable needs 

to be adjusted in coming financial years.
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The major components of income tax expense for the years ended December 31, 

2020 and December 31, 2019 are as follows:

 

Reconciliation of tax expense and the accounting profit or loss multiplied by Finland’s 

2020 statutory tax rate is presented below.
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9.2	 DEFERRED TAX ASSETS AND LIABILITIES

Accounting principles
Deferred tax liabilities or assets are calculated based on temporary differences 

between financial reporting and the taxation calculated with enacted tax rates 

effective for the future years. The deferred tax liabilities are recognised in the balance 

sheet in full, and the deferred tax assets are recognised only to the extent that it is 

probable that future taxable profits will be available against which the asset can be 

utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and 

reduced to the extent that it is no longer probable that sufficient taxable profit will 

be available to allow all or part of the deferred tax asset to be utilized. Unrecognised 

deferred tax assets are re-assessed at each reporting date and are recognised to the 

extent that it has become probable that future taxable profits will allow the deferred 

tax asset to be recovered.

Significant management estimates and judgments
The Group estimates income tax in each country it operates. This process involves 

estimating the actual current tax exposure together with assessing temporary 

differences resulting from differing treatment of items, such as deferred revenue and 

cost reserves, for tax and accounting purposes. These differences result in deferred 

tax assets and liabilities, which may be recorded in the consolidated balance sheet. 

The likelihood for the recovery of deferred tax assets from future taxable income is 

assessed, and to the extent the recovery is not considered likely the deferred asset 

is not recorded. 

Significant management judgement is required to determine the provisions for 

deferred tax assets that can be recognised, taking into account the likely timing and 

the level of future taxable profits together with future tax management strategies. In 

the event that actual results differ from these estimates, the deferred tax assets need 

to be adjusted in coming financial years. The final outcome may also be affected by 

future changes in tax laws applicable in the jurisdictions where the Group operates. 
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Deferred tax assets and liabilities are presented in the tables below.

 

Management has assessed all subsidiary losses carried forward for deferred asset 

recognition. Analysis was done by subsidiary.  At December 31, 2020, the Group had 

approximately EUR 12.1 million of tax losses carried forward for which no deferred tax 

assets were recognised. None of the tax losses have an expiration date. 
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10	 LEASES

Accounting principles
The Group assesses whether a contract is or contains a lease based on the definition 

of a lease. A contract is or contains a lease if the contract conveys the right to 

control the use of an identified asset for a specified period of time in exchange for 

consideration.

The Group has chosen to apply the IFRS 16 accounting standard to tangible assets 

only, applying the exemption allowed in the standard.

As a lessee, the Group recognises a right-of-use asset representing its right to use 

the underlying asset and a lease liability representing its obligation to make lease 

payments. 

Leases are capitalized at the inception of the lease at the lower of the fair value of 

the leased right-of-use asset or the present value of the minimum lease payments. 

Property, plant and equipment acquired under leases are depreciated over the 

useful life of the asset or over the lease contract period, if shorter. Each lease payment 

is allocated between repayment of the lease liability and finance charges, in such 

a way that a constant interest rate on the outstanding balance is achieved. Lease 

obligations, net of finance charges, are included in interest bearing liabilities, divided 

to short-term and long-term liabilities, as appropriate. Interest element is charged to 

profit and loss over the lease period. 

The Group has elected to apply the exemption regarding short-term and low-

value leases, which are expensed when incurred, and they are not recorded in assets 

and liabilities.  Short-term leases are leases with a lease term of maximum 12 months, 

and without a purchase option.  Low-value leases are leases, in which the value of an 

individual asset does not exceed 5,000 euro, when new.

The Group has elected to apply the practical expedient of IFRS16 not to separate 

non-lease components from the actual lease components of the lease contract. 

Proportionally large and other material non-lease components are analysed 

to identify whether they are part of any lease component. Identified non-lease 

components cover any payments for services, which are part of a lease contract, such 

as general maintenance charges. Services, which could be supplied separately, such 

as leased property cleaning, machine maintenance, and utilities are not considered 

to be part of the lease, and they are expensed.

The lease payments are discounted by the interest rate implicit in the lease, if that 

can be determined. Otherwise the lessee incremental borrowing rates reflecting 

entity-specific factors, country and lease term are applied to all lease contracts when 

calculating the present value of lease liability and interest expense.

When the Group is a lessor, the Group classifies the lease as finance lease or 

operating lease by analysing the right of use terms transferred to the lessee. When 

the Group has transferred substantially all the risks and rewards of ownership 
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of an asset subject to a lease, the lease is treated as a finance lease. Assets held 

under finance leases are recognised as receivables at an amount equal to the net 

investment in the lease. Other leases are treated as operating leases, with payments 

recognised as income on a straight-line basis over the lease term.

Sub-leases in which the Group is both lessee and lessor are treated as different 

contracts. When the sub-lease term covers practically all remaining head lease 

term, the head lease right of use asset will be derecognised and treated as a lease 

receivable.
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RIGHT OF USE ASSETS
Right of use assets under lease contracts and included in property, plant and 

equipment are detailed in the table below. The Group’s lease arrangements consist 

of lease contracts for property, machinery and equipment located primarily on 

Group company premises as well as company vehicles.
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LEASE LIABILITIES 
Details of changes in lease liabilities, excluding expensed short-term and low value 

leases, are shown below:

 

LEASE CASH FLOWS
Total lease cash flows, detailing the lease payments, expensed short term and low 

value leases, as well the sublease income, are presented below: 

 

The covid-19-related rent concession impact in lease payments was EUR 2.3 million. 
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OPERATING LEASE COMMITMENTS
Commitments consist of payments related to leases of low value assets and short-

term leases. As of December 31, 2020 and 2019, operating lease commitments were 

as follows:

Lease commitments of leases signed but not commenced on December 31, 2020 

were 2 533 kEUR and    3 738 kEUR on December 31, 2019.

11	 PROPERTY, PLANT AND EQUIPMENT

Accounting principles
Property, plant and equipment are stated on the balance sheet at cost, net of 

accumulated depreciation and accumulated impairment losses, if any.

Improvement costs related to an asset are included in the carrying value of 

such asset or recognised as a separate asset, as appropriate, only when the future 

economic benefits associated with the costs are probable and the related costs can 

be separated from normal maintenance costs. All other repair and maintenance 

costs are recognised in profit or loss as incurred.

Leased right of use assets are recognised at the commencement date of the 

lease at cost.
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Relating to production set-up, certain machinery and equipment additions are 

acquired through a non-cash arrangement against customer advance payments 

directly to the supplier. These payments amount to EUR 9.7 million in 2020 (46.2 

million in 2019).
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12	 INTANGIBLE ASSETS

12.1	 INTANGIBLE ASSETS, TOTAL

Accounting principles
The Group’s intangible assets comprise mainly of goodwill, customer relations, 

patents, licenses and software. They are stated at historical cost less accumulated 

amortization and impairment losses, if any. 

Development activities are an integral part of customer projects where technical 

development is carried out in close co-operation with customers. The related 

expenditures are typically expensed. However, development expenditures are 

capitalised when certain criteria related to economic and technical conditions 

are met and it is expected that the asset will generate future economic benefits. 

Capitalised development costs are included in intangible assets and carried at 

cost less any accumulated amortization and accumulated impairment losses. 

Amortization over the period of expected future benefits of the asset is started when 

the development is complete, and the asset is available for use.
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Opening balance 1.1.2020 of intangible assets under construction was adjusted 

relating to reclassification of certain balance sheet assets without restating 2019 

closing balance.

12.2	 GOODWILL

Accounting principles
Acquisitions are accounted for using the acquisition method. Goodwill represents 

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

liabilities of acquired companies. 

Goodwill represents typically the value of the acquired market share, business 

knowledge and the synergies obtained in connection with the acquisition. The 

carrying amount of goodwill is tested for impairment at least annually.

Goodwill is allocated to cash-generating units (CGUs), which are identified as 

business lines of the Group. Initial goodwill calculation is prepared at the acquisition 

date book values with fair value adjustments of acquired assets and related deferred 

tax adjustments. 

If a CGU is disposed entirely, the corresponding goodwill is totally derecognised. 

If a CGU is disposed partly, the corresponding goodwill is allocated to the remaining 

business calculating the value of the acquired market share, business knowledge 

and the synergies obtained in connection with the acquisition for the other Group 

businesses, and any excess goodwill is derecognised.

On 31.12.2020 the carrying amount of goodwill 8 741 kEUR is allocated solely to EV 

Systems business line, following the reorganization of the engineering business 

and the composition of the CGUs. Initially the goodwill was allocated to the 

German engineering business. As part of the reorganization, electric vehicle related 

engineering such as battery testing and development was transferred to EV Systems 

business line. In this connection, reallocation of the goodwill was performed based 

on the relative value approach and 100% of the goodwill was allocated to EV Systems.

Goodwill impairment testing is detailed in Note 13.2. 
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13	 IMPAIRMENT TESTING

13.1	 TESTING OF NON-FINANCIAL ASSETS

Accounting principles
The Group assesses, at each reporting date, whether there is an indication that an 

asset may be impaired. When the carrying amount of an asset exceeds its recoverable 

amount, the asset is considered impaired and is written down to its recoverable 

amount.

In assessing value in use, the estimated future cash flows are discounted to their 

present value using a pre-tax discount rate that reflects current market assessments 

of the time value of money and the risks specific to the asset. In determining fair 

value less costs of disposal, recent market transactions are taken into account. 

When there is an indication that previously recognised impairment losses no 

longer exist or have decreased, the Group estimates the asset’s recoverable amount, 

and previously recognised impairment loss is reversed only if there has been a 

change in the assumptions used to determine the asset’s recoverable amount since 

the last impairment loss was recognised. 

Significant management estimates and judgments
The carrying values of property, plant and equipment and intangible assets, subject 

to depreciation and amortization are reviewed for impairment whenever there are 

indications that their carrying values could exceed their value in use or disposal 

value if disposal is considered as a possible option. 

The valuation is inherently judgmental and highly susceptible to change from 

period to period because it requires the Group to make assumptions about future 

supply and demand related to its individual business units, future sales prices and 

achievable cost savings. The value of the benefits and savings expected from the 

efficiency improvement programs are inherently subjective. The cash flows are 

derived from the budget for the foreseeable future and do not include restructuring 

activities that the Group is not yet committed to or significant future investments 

that will enhance the asset’s performance of the unit being tested. The recoverable 

amount is sensitive to the discount rate used for the discounted cash flow model as 

well as the expected future cash-inflows and the growth rate used for extrapolation 

purposes. The fair value of is determined using a derived weighted average cost of 

capital as the rate to discount estimated future cash flows. This rate may not be 

indicative of actual rates obtained in the market.

The Group had no impaired non-financial assets as of December 31, 2020 or 

December 31, 2019. As such, no impairment losses on non-financial assets have been 

recognised.
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13.2	 TESTING OF GOODWILL 

Accounting principles
The Group assesses the carrying amount of goodwill annually or more frequently 

if any indication of impairment exists on business unit level at which goodwill is 

monitored for internal purposes. The carrying value of goodwill is tested with the 

CGU’s value in use or CGU’s fair value less costs of disposal, when appropriate. In 

assessing the value in use amount, estimated future cash flows are discounted to 

their present value. Cash flow estimates are based on operative managerial estimates. 

The discount rate is a nominal rate, which is based on the weighted average cost of 

capital (WACC) for the main currency area in the location of the CGU. The nominal 

discount rate reflects the market assessment for the time-value of money and for 

the risk specific in the business.

The value in use calculations for the CGU specific cash flow projections are 

based on financial estimates prepared by the management. The cash flows are 

derived from the current year’s last quarter estimate, the following year’s budget 

and the approved strategy for the following seven years, beyond which cash flows 

are calculated using the terminal value method. The terminal growth rate used is 

based on management’s judgment regarding the average long-term growth. Cash 

flows include only normal maintenance investments and exclude any potential 

investments that enhance the CGUs performance and acquisitions. 

Any impairment loss of goodwill is recognised immediately as an expense and is 

not subsequently reversed. 

Significant management estimates and judgement
Upon initial acquisition the Group applies available market values to determine the 

fair values of acquired net assets. However, when this is not possible, the valuation is 

based on past performance of such an asset and expected future cash generating 

capacity, which requires management to make estimates and assumptions of the 

future performance and use of such assets.

The business growth, price and cost development assumptions embedded in 

the CGU specific cash flow projections are based on management assessments 

of the market demand and environment, which are examined against external 

information sources. Value in use calculations are sensitive to changes between 

periods, as they require management to make assumptions about future supply 

and demand related to its individual business units, future sales prices, margins and 

achievable cost savings over time. Such assumptions are subjective by nature and 

require management judgment.
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The Group conducted value in use impairment testing of the Electric Vehicle Systems 

business line CGU goodwill during December 2020. The key assumptions were the 

following: management estimates for 2020 – 2027 with corresponding EBITDA, risk 

adjusted discount rate 11.8% and terminal growth 2.0%. No goodwill impairment 

losses were recognised during the accounting period based on the impairment 

tests.

The impairment testing was supported by a sensitivity analysis, in  which the CGU 

specific EBITDA estimates were reduced, the discount interest rates were increased, 

and the terminal growth rate was reduced. According to the sensitivity tests of 

comparing the goodwill value to the CGU enterprise value, there is no risk that the 

carrying amount would exceed the recoverable amount. Under the basic scenario, 

the discounted cash flow in use was 6.9 times the carrying amount of the CGU’s 

assets employed. Sensitivity of each key assumption was tested separately increasing 

the WACC to 17.8%, lowering EBITDA by 5.0%, and the terminal growth by 1.8%. In all 

the analysis, the carrying amount remained securely above the recoverable amount, 

and the impairment risk was considered very low.

 

14	 DEPRECIATION AND AMORTIZATION 

Accounting principles
Tangible assets are stated at historical cost, less accumulated depreciation and 

impairment loss, if any. Tangible assets of acquisitions are measured at fair value on 

acquisition date. 

Depreciation is calculated on a straight-line basis over the expected useful lives of 

the assets as follows: 

Improvements to land areas:	 10 years

Buildings and structures:		  5-40 years

Machinery and equipment:	 3-10 years

Leased right of use assets’ useful lifetimes are adjusted by expected lease periods 

and use of purchase option at the end of the lease period.

Land areas are not depreciated.

The Group reviews residual values and useful lives of property, plant and equipment 

for impairment whenever events and changes in circumstances indicate that the 

carrying amount of an asset may not be recoverable. Impairment of property, plant 

and equipment and capital gains and losses on their disposal are included in other 
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operating income and expenses. 

Depreciation of property, plant and equipment ceases when an item is classified 

as a non-current asset held for sale. 

Amortization of intangible assets with a definite useful life is calculated over the 

expected economic lives of the assets, which is 3-10 years.

Any intangible assets with indefinite useful lives are not amortized but tested 

annually for impairment. See Note 13 for impairment testing.

The consolidated depreciation and amortization charges include the impact from 

the assets acquired in business combinations and measured at fair value.  
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15	 FINANCIAL INSTRUMENTS

Accounting principles
The Group classifies its financial assets into the following categories: at amortized 

cost and at fair value through profit or loss. The classification depends on the Group’s 

business model for managing the financial assets and the contractual terms of 

the cash flows and is determined at the time of the acquisition depending on the 

intended purpose.  Financial assets are derecognised when the contractual rights 

to cash flows have expired, or the rights to cash flows together with substantially all 

risks and rewards of ownership, have transferred.

Financial liabilities are classified either at amortized cost or at fair value through 

profit or loss. Financial liabilities are derecognised when they are extinguished, that 

is when the obligation specified in the contract is discharged, cancelled or expires. 

The Group applies trade date accounting to all financial assets and liabilities.

15.1	 SUMMARY 
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15.2	 CASH AND RESTRICTED CASH ACCOUNTS

Cash and cash equivalents consist of cash in banks and on hand and short-term 

deposits with a maturity of three months or less, which are subject to an insignificant 

risk of changes in value.

Restricted bank accounts related to given guarantees, which may be interest 

bearing, are reported in other receivables. Current accounts with restrictions, such 

as accounts held for tax payments, and which are typically non-interesting bearing 

accounts, are reported as bank accounts.

For the purpose of statement of cash flows, cash and cash equivalents consist of 

the following as of December 31.
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At 2020 year-end, restricted cash includes a EUR 20 million escrow account deposit 

related to the bridge financing package.

15.3	 FINANCIAL ASSETS AT AMORTIZED COST

This category comprises assets that are held for collection of contractual cash 

flows where those cash flows represent solely payments of principal and interest. It 

includes trade receivables and net contract assets, other receivables as well as loan 

receivables.

Trade receivables, contract assets and lease receivables are subject to expected 

credit loss impairment allowance adjustments. Net contract assets and loan 

receivables are considered not having any such credit default risk, which would 

create a credit loss allowance.

TRADE RECEIVABLES
Trade receivables are recognised at original invoice amount to customers and 

reported in the balance sheet, net of expected credit loss allowance. 

Trade receivables are assessed at each reporting date to determine whether there 

is evidence of impairment applying the expected credit loss model. In assessing the 

expected lifetime credit loss, the Group uses both historical information on credit 

losses and forward-looking information that is available without undue cost or effort. 

The Group considers evidence of impairment for trade receivables at a collective level 

by customer group. The customer groups are determined by grouping customers 

that have similar risk characteristics. 

Significant increases in credit risk are reflected in the impairment allowance and 

are recognised in profit and loss. If the estimated credit risk subsequently decreases, 

the previously recognised increase in impairment allowance is recognised in profit 

and loss. 
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When the Group considers that it has no reasonable expectations of recovering a 

trade receivable, the relevant amounts are written off. 

Impairment allowance is recognised in the statement of financial position as part 

of the carrying amount of trade receivables. Changes in allowance together with 

final bad debts are reported under other operating income and expenses. 

Trade receivables are non-interest bearing. Applied payment terms are customary 

in the industry and market area and are generally on terms of 10 to 60 days. 

The aging analysis of trade receivables is as follows:

 

Expected credit loss allowance is presented below.  

 

OTHER CURRENT RECEIVABLES
Details of other current receivables are presented in the table below. 
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15.4	 FINANCIAL LIABILITIES AT AMORTIZED COST

The Group’s financial liabilities include mainly trade payables and cost accruals as 

well as interest bearing loans, net contract liabilities and lease liabilities. All other 

financial liabilities than derivatives are recognised initially at fair value and, in the 

case of loans and borrowings and payables, net of directly attributable transaction 

costs. Financial liabilities are subsequently measured at amortized cost using the 

effective interest rate (EIR) method. 

Details of trade payables and other current liabilities are presented in the tables 

below.



62 / 87Annual Report and Financial Statements 2020

 

Details of interest-bearing liabilities are presented in the table below.

During 2020, the Group concluded new loan agreements amounting to EUR 120 

million of mainly short-term loans. At 31 December 2020, EUR 85 million of these 

loans were raised and approximately EUR 66 million were outstanding. In addition, 

the Group had an earlier EUR 20 million long-term loan from the European 

Investment Bank, of which EUR 6.7 million was outstanding at the end of the year. 

The loan agreements contain common covenants which were all met at year-end 

2020 and 2019.

The Group also has a EUR 10 million receivable sale facility, which was not utilized 

at the end of the year.

The table below summarises the maturity profile of the Group’s interest-bearing 

liabilities and trade payables based on contractual undiscounted payments. 
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15.5	 FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE THROUGH PROFIT AND LOSS

This category comprises of equity investments and derivative instruments that are 

to be measured at fair value through profit and loss. The Group has not elected to 

present changes of equity investments in fair value in other comprehensive income.   

The Group may use derivative financial instruments, such as forward currency 

contracts, to reduce its foreign currency risks. Such instruments are initially 

recognised at fair value and are subsequently measured at their fair value at each 

reporting date. Derivatives are carried as financial assets when the fair value is 

positive and as financial liabilities when the fair value is negative. Hedge accounting 

is not applied. 

Equity investments consist of mainly shares not quoted on an active market and 

which are carried at cost as the fair value of these assets cannot be measured reliably 

or the fair value would not significantly differ from the acquisition cost. 

 

FAIR VALUE ESTIMATION

Accounting principles
The Group measures financial instruments such as derivatives at fair value at each 

balance sheet date. 

For those financial assets and liabilities, which have been recognised at fair value in 

the balance sheet, the following measurement hierarchy and valuation methods 

have been applied: 

Level 1: 	 Quoted (unadjusted) market prices in active markets for identical assets or 

liabilities 

Level 2: 	Valuation techniques for which the lowest level input that is significant to 

the fair value measurement is directly or indirectly observable 

Level 3; 	Valuation techniques for which the lowest level input that is significant to 

the fair value measurement is unobservable.
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The following table provides the fair value measurement hierarchy of the Group’s 

assets and liabilities. There have been no transfers between level 1, level 2 and level 

3 during the period. There were no differences between fair values and carrying 

amounts of other financial assets and liabilities.

 

16	 ISSUED CAPITAL AND RESERVES 

16.1	 SUMMARY

 

The Group holds 5 288 own shares. Other capital reserves consist of Valmet 

Automotive Oy restricted reserves.
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16.2	 HYBRID CAPITAL INSTRUMENTS

The Group issued a EUR 20 million hybrid capital on 24 April 2020, an instrument 

classified as equity in the IFRS financial statements. The hybrid capital does not 

have a maturity date but the Group is entitled to redeem the hybrid capital in 

full or in part together with accrued but unpaid interest at any time without any 

premium or penalty.  

The hybrid capital accrues interest of 10,0 per cent per annum during the first 12 

months, 12,5 per cent per annum for 12 to 24 months and 17,5% per cent per annum 

thereafter. The interest from the hybrid capital must be paid to the investors if 

Valmet Automotive Oy pays dividends or other distribution of equity. If dividends 

are not paid, a separate decision regarding interest payment on the hybrid capital 

will be made, if the interest payment conditions were met. The accrued interest 

on the capital was EUR 1,373 million at 31 December 2020. This interest is not 

recognised in the accounts. 

The hybrid capital is initially recognised at fair value less transaction costs and 

subsequently the capital is measured at amortised cost. If interest is paid to the 

hybrid capital, it is charged to equity.

17	 TREASURY RISK MANAGEMENT 
Liquidity and refinancing risk
The Group safeguards its liquidity with constant monitoring of receivables, keeping 

sufficient financial assets in cash and liquid assets and considering its financial 

counterparties based on their creditworthiness. Group Treasury maintains bank 

account structures and monitors cash balances and forecasts of the operating units 

and manages their liquidity position. The maturity profile of the debt portfolio is 

monitored to minimize refinancing risk of the debt for the Group.

Interest rate risk
Interest rate risk arises when changes in market interest rates and interest margins 

influence finance costs, returns on financial investments and valuation of interest-

bearing balance sheet items. Interest rate risks are reduced through fixed interest 

rate loans and interest rate derivatives. 

Foreign exchange risk
Valmet Automotive operates mainly in the euro zone and has limited exposure on 

changes in foreign exchange rates. Nearly all financial risk arising from the changing 

currency rates is mitigated either contractually or using financial derivatives. The 

most relevant currency pair in terms of revaluation differences is EUR/PLN. 
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Translation or equity exposure
Foreign exchange translation exposure arises when the equity of a subsidiary is 

denominated in currency other than the functional currency of the parent company. 

The major translation exposure of the Group is in PLN. The Group does not hedge 

any of its equity exposure. 

Commodity risk
The Group is affected by the price volatility of certain raw materials and components 

and supplies including energy. Car manufacturing parts and materials are covered by 

the customer agreements, and the Group does not carry the commodity or logistics 

price risk. Roof & Kinematic business supplies do not have any significant commodity 

price risk. The Group may also enter into fixed price commodity agreements based 

on business considerations to limit the effects of fluctuating commodity prices.

Credit and counterparty risk
Credit risk is the risk that a customer, supplier or financial counterparty would 

not meet its obligations under a financial instrument or customer or supplier 

contract, leading to a financial loss. The Group is exposed to credit risk from its 

operating activities and from its financing activities, including deposits with 

banks and financial institutions, foreign exchange transactions and other financial 

instruments. Customer credit risk is assessed low, as practically all major customers 

are large automotive groups with good credit ratings. Credit risk from balances with 

banks and financial institutions is managed by the Group’s treasury department in 

accordance with the Group’s policy. 

The maximum credit risk equals the carrying value of trade and other receivables, 

and contract assets of revenue recognised but not yet billed. The credit quality is 

evaluated both on the basis of aging of the trade receivables and also on the basis of 

customer specific analysis. The corresponding expected lifetime credit loss allowance 

is presented in Note 15. The aging structure of trade receivables is presented in Note 

15. The Group’s maximum exposure relating to financial guarantees is presented in 

Note 20.

Capital structure management 
The objectives of capital structure management are to maintain the long-term 

capital structure in a level that safeguards the ongoing business operations and 

optimizes the cost of capital.  Due to nature of its business, the Group may have 

significant investment programs, which can have a temporary effect on the capital 

structure because of increased loan or customer advance payment funding needs. 

Equity ratio has been identified as a key financial indicator. 
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In some cases, customer advances are considered as significant financing 

components where interest is calculated at the incremental borrowing rate. See 

Note 4.

The capital structure is assessed on a regular basis by the Board of Directors.

18	 INVENTORIES

Accounting principles
Inventories are valued at the lower of cost and net realisable value. Purchase, transport 

and processing costs incurred in bringing each product to its present location and 

condition are included in inventory costs. The costs of finished goods and work-in-

progress include direct materials and labour and allocable proportion of production 

overheads based on the normal operating capacity but excluding borrowing costs. 

Net realisable value is the estimated selling price in the ordinary course of business, 

less estimated costs of completion and the estimated costs necessary to make the 

sale.

Inventories are shown net of a provision for obsolete and slow-moving inventories. 

A provision is established, and a corresponding charge is taken to profit and loss 

in the period in which the loss occurs, when obsolescence and related factors are 

assessed. 

Significant management estimates and judgments
The Group policy maintains a provision for slow-moving and obsolete inventory 

based on the best estimate of such amounts at the balance sheet date. The estimates 

are made in consideration of the composition and age of the inventory compared 

to anticipated future needs. Given the typically short turnover times, typically only 

minor allowances are considered necessary.  
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 19	 PROVISIONS

Accounting principles
Provisions are recognised when the Group has a present obligation as a result of a 

past event, and it is probable that an outflow of resources is required to settle the 

obligation and a reliable estimate of the amount of the obligation can be made. 

Provisions, for which settlement is expected to occur more than one year after the 

initial recognition, are discounted to their present value and adjusted in subsequent 

closings for the time effect. 

A provision for restructuring costs is recognised only after management has 

developed and approved a detailed plan and started the implementation of the plan 

or communicated the plan. Employee termination benefits are recognised after the 

representatives of employees or individual employees have been informed of the 

intended measures in detail and the related compensation packages can be reliably 

measured. Restructuring costs are booked to the expense group to which they by 

nature belong, e.g., termination payments are entered in personnel expenses.

Provisions for warranties cover the estimated costs to repair or replace products 

still under warranty on the balance sheet date. The Group provides warranty usually 

for 3 to 5 years, in line with the industry practice. Provision for warranty is calculated 

based on historical experience. A liability is recognised at the time the product is 

sold. 

Provisions for loss-making contracts are recognised in the period in which they 

are determined. 

SIGNIFICANT MANAGEMENT ESTIMATES AND JUDGMENTS
Provision amounts to be recorded are based on management judgement and are 

the best estimate of the cost required to settle the obligations at the reporting date. 

Provisions are reviewed on a regular basis, and when necessary, adjusted to reflect 

the current best estimate. The actual costs may differ from the estimated costs. 

The most significant provisions based on estimates are warranty provisions. 

Warranty provisions include estimated costs for repair work during warranty periods. 
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20	 OTHER COMMITMENTS AND CONTINGENCIES

There are no commitments or contingent liabilities recorded in the accounts. 

The Group has common fixed price supply agreements for electricity and other 

supplies, which do not require recognition in the accounts.  

 

The increase in mortgages and pledges is related to bridge financing raised during 

the year. 

New leases agreed but not yet commenced at 31 December 2020 are presented in 

Note 10.
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21	 RELATED PARTY TRANSACTIONS	

Accounting principles
A related party transaction is a transfer of resources, services or obligations between 

a reporting entity and a related party, a person or entity, regardless of whether a 

price is charged.

Intragroup related party transactions and outstanding balances are eliminated in 

the consolidated financial statements.

TRANSACTIONS
The Group’s transactions with related parties are detailed below.

 

KEY MANAGEMENT COMPENSATION
The key management includes the Board of Directors and the Group Management 

Team. The remuneration paid or payable based on the work performed consists of 

the following:

 

Group Management Team consisted of 11 persons in average during 2020 (10 persons 

in 2019).

The Board of Directors’ compensation amounted to 347 kEUR in 2020 and 276 kEUR 

in 2019, respectively.
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22	 EVENTS AFTER THE REPORTING PERIOD

On January 28, 2021 Valmet Automotive announced it had signed a second battery 

manufacturing contract with a major automotive OEM for the Uusikaupunki, Finland 

battery plant. The new contract further strengthens Valmet Automotive’s position as 

a main automotive battery systems provider, and it is yet another important step 

towards the company’s strategic goal to expand the EV Systems business line.
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FINANCIAL STATEMENTS 
OF THE PARENT COMPANY 
(FAS)

INCOME STATEMENT OF THE PARENT COMPANY
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BALANCE SHEET OF THE PARENT COMPANY
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BALANCE SHEET OF THE PARENT COMPANY
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CASH FLOW STATEMENT OF THE PARENT COMPANY
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NOTES TO THE PARENT COMPANY 
FINANCIAL STATEMENTS (FAS)

1.  ACCOUNTING PRINCIPLES

Basis of preparation
The domicile of the parent company is Uusikaupunki, Finland. The parent company 

financial statements have been prepared in accordance with the Finnish Accounting 

Standards (FAS).

Foreign currency translation
Receivables and payables in foreign currency are converted into Euros at the 

exchange rates of the European Central Bank for the balance sheet date. Exchange 

gains and losses related to fixed assets are treated as adjustments to the acquisition 

cost of fixed assets.

Fixed assets and depreciation
Fixed assets are mainly stated at original purchase prices. Depreciation and 

amortization are made on a straight-line basis. The buildings and land areas include 

also revaluations.

Depreciation time according to expected useful lives of the assets:			 

	 Intangible assets			   5 - 10 years

	 Improvements of land areas		  10 years

	 Buildings and structures		  20 years

	 Machinery and equipment		  3 - 10 years		

					   

Inventories
Inventories are valued at the original purchase price or at the lower of cost or 

market. Indirect production costs are also included to the work in progress 

inventory value.

Receivables
Receivables are booked at nominal value or at their estimated realizable value.

Revenue recognition based on the percentage of completion
Revenue on long-term contracts is recognized based on the Percentage of 

Completion (POC) Method. A project lasting more than one year is considered 

a long-term contract.  Percentage of completion is calculated based on costs 

incurred to date in relation to total estimated project costs (cost-to-cost method). 
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Material purchases
Pass-through material for Mercedes-Benz manufacturing is handled completely in 

materials and services costs in the income statement; the pass-through sales price 

is booked as a correction to purchase cost. All the material is included in inventory, 

accounts payable, accruals and accounts receivable in the balance sheet.

2.  NOTES OF THE INCOME STATEMENT
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3.  NOTES OF BALANCE SHEET
 

 

 



81 / 87Annual Report and Financial Statements 2020



82 / 87Annual Report and Financial Statements 2020



83 / 87Annual Report and Financial Statements 2020



84 / 87Annual Report and Financial Statements 2020



85 / 87Annual Report and Financial Statements 2020



86 / 87Annual Report and Financial Statements 2020

4.  OTHER NOTES
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SIGNATURES FOR BOARD OF 
DIRECTORS’ REPORT AND 
FINANCIAL STATEMENTS

Vantaa, March 3, 2021 				 

							     

						    
JARKKO SAIRANEN	  			   TIMO KOKKILA

Jarkko Sairanen				    Timo Kokkila		

Chairman					     Member		

						    

						    
HANS-JOACHIM SCHÖPF			   KARI HEINISTÖ		

Hans-Joachim Schöpf			   Kari Heinistö	

Member					     Member		

						    

						    
PHILIP-CHRISTIAN ELLER					   

Philip-Christian Eller						   

Member						    

						    

						    
OLAF BONGWALD								        	

Olaf Bongwald	  					   

Chief Executive Officer 						    

	

					   

				  

The Auditor’s report has been given today					   

						    

Ernst & Young Oy					   

Authorized Public Accountant Firm

Vantaa, March 3, 2021

MIKKO RYTILAHTI									       

Mikko Rytilahti

Authorized Public Accountant					   




