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Financial Highlights

1 �EBITDA: profit before tax, net finance items (operating profit), depreciation and amortisation

2 �Net debt: total of short- and long-term bank loans, loans from related parties and lease obligations less cash and cash equivalents

3 �2007: Assuming the full integration of the Chinese operations as of 1 January 2007

4 �Since acquisition of the mine by Vimetco N.V.: end July to December 2008, including moisture
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Letter from the Chairman 

the market conditions in the second half of 2008, and the 
aluminium industry could not escape its effects. Those 
negative trends unfortunately had a marked effect on our 
financial result. Nevertheless, we recorded sales for 2008 
of USD 1,833 million, an increase of 52% over 2007, 
resulting in an EBITDA of USD 259 million and a net profit  
of USD 71 million before impairment charges for China.

Share price impacted 
Concomitantly with the fall in the global stock markets,  
Vimetco’s share price dropped steadily in the second half 
of 2008. The primary reasons for the depressed share price 
were the global financial crisis followed by the economic 
downturn, which resulted in a very sharp drop in overall 
industrial demand and, consequently, in aluminium prices. 
All this led to many forced sales of shares by investors. 
Although the evolution of our share price in the first half 
of the year was in line with the industry trend, our share 
price was more noticeably affected by the downturn than 
similar stocks. The limited free float of Vimetco’s shares 
and low liquidity, amongst others, contributed to the 
higher volatility of our share price. We strongly believe 
that the current share price does not reflect the true value 
of our Company and its unique growth potential. We 
reasonably expect that once the market begins recovering, 
the vigorous cost-cutting and production optimisation 
measures we have taken will create positive opportunities 
for a further increase in capitalised value for all share-
holders.

Market volatility and global financial crisis 
In 2008, there was unusually high volatility in the alumin
ium market. Aluminium spot prices on the London Metal 
Exchange (LME) started the year at USD 2,365 per  
tonne, peaked at a near record high of USD 3,291 in July 
and subsequently dropped severely, ending the year  
at USD 1,454 – a 56% decline from the July peak. Beyond an 
overall increase in commodity prices in the first half,  
the initial rise in aluminium prices was also partly due to 
power disruptions early in the year in different parts  
of the world that led to concerns about production losses. 
Rising prices for energy and alumina, as well as for other 
raw materials, provided cost support to the high price 
levels. Demand, however, fell behind production, leading 
to a substantial increase in stock levels.

Dear Shareholders,

The business strategy that we have been pursuing has 
allowed us, within a short time, to transform Vimetco from 
being a regional company to a major, publicly listed, global 
supplier of a wide range of aluminium products, with 
operations on three continents. This dynamic achievement 
is the result of a carefully elaborated, integrated approach 
aimed at increasing shareholder value, based on the 
expansion of production through organic growth as well  
as acquisitions, vertical integration, a focus on added value 
products and a continued commitment to ensuring high 
quality.

Strong first half and increase in sales 
2008 was our first full financial year since our IPO in July 
2007, which was a significant milestone in the history of 
our Company. We made good progress in achieving several 
of our strategic goals, had a strong first half year, and 
substantially increased sales year-on-year. As you are well 
aware, the global financial crisis seriously complicated  
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The global financial crisis and its effect on the world 
economy were noticeably felt soon after the July peak. 
Prices fell frantically as the market situation deteriorated 
steadily. Demand dropped sharply and did not pick up 
after the traditionally somewhat weaker summer period, 
with even China growing at a significantly reduced  
rate. Meanwhile, LME aluminium inventories more than 
doubled to over 2.3 million tonnes by the end of the year,  
a level last seen in 1994. A positive consequence of the 
drop in aluminium prices was that input costs started 
falling, as alumina prices are linked to the LME. Oil prices 
also reached very low levels, while coal prices declined 
more smoothly.

Decisive action by Vimetco 
Vimetco responded rapidly and decisively to the fall in 
aluminium prices with a rigorous plan which involved a 
series of cost-cutting measures and an adjustment in  
the execution of our business strategy to ensure greater 
stability for the Company. The Company announced 
production cuts in China in October 2008, one of the first 
such measures taken in the industry, along with appro
priate reductions in capital expenditures. The second 
phase of a head count reduction in Romania, initiated in 
the first half of 2008, was implemented. Production  
cuts in Romania were announced in November, followed 
by further cuts in January 2009. A set of additional cost-
cutting measures was implemented across the Group, in  
all segments.

Many business objectives met 
During a period of extraordinary market developments, 
Vimetco was nonetheless able to meet many of its business 
objectives. The Company reached several important 
milestones in support of its mid- to long-term strategy and 
proved its viability. In particular, we further pursued  
our goal of vertical integration. This included the full con- 
solidation of the Linfeng site as of the beginning of  
2008, the acquisition of a bauxite mine in Sierra Leone in 
July, as well as a stake in a Chinese coal mine. We explored 
projects to achieve greater energy self-sustainability  
in Romania – a situation that already exists at our Chinese 
operations, insulating the Company from disruptions in 
the power supply. We have also continued to focus increas-
ingly on higher added value products, upgrading and 
increasing the overall capacity of the cold rolling mill in 
Romania and quadrupling the capacity of continuously 
casted band in China.

I consider it important to note that until the global reces-
sion, our expansion programme in China, based on the 
implementation of the latest technologies, progressed 
according to schedule. Primary aluminium producing and 
processing capacities grew by over 50% with the con
struction of highly energy-efficient plants in Gongyi. The 
project started in January and was partially commissioned 
in September, employing state-of-the-art 400 kA tech
nology and advanced aluminium processing equipments.  
Construction of a new power plant with 300 MW capacity 
also proceeded on schedule, with completion expected  
in 2009.

We put further emphasis on our goal of achieving excel-
lence in our operations and quality enhancement. At our 
Alro site, with its predominant focus on processed  
products, we have made great efforts to further increase 
product quality and adjust the product mix to better  
suit the actual needs of our customers.

Changes in management 
On the management side, there have been recent changes 
with the resignation on personal grounds of Christian 
Wüst, Vimetco’s CEO since 2004, and the resignation of the 
Group’s CFO, Rolf Steinemann. We extend our apprecia-
tion to Mr. Wüst and Mr. Steinemann for their years of  
successful service to the Company. Currently, the Board of 
Directors has nominated Frank Müller as acting CEO  
and Marian Nastase as acting CFO. Many thanks also to 
Pierre Baillot for his contributions in developing the 
Company’s strategy while presiding on the Board and his 
assuming the role of acting CEO at the start of this  
year. Pierre resigned from all functions in the Group in 
March 2009.

I would like to conclude by thanking all Vimetco Group 
employees for their endeavours and commitment in  
the face of difficult circumstances. I am confident that we 
will all contribute our best possible efforts to overcoming 
the current obstacles, restoring Vimetco’s attractive- 
ness for investment and proceeding effectively with our 
outlined business strategy.

Vitaliy Machitski
Acting Chairman of the Board
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In Sierra Leone, an environmental 
assessment of the property acquired 
in 2008 was completed in 2003 and 
accepted by the government, which 
issued an Environmental Protection 
License for the operations. This 
license is valid until October 2013. 
The enforcement of health and safety 
standards on the property has 
improved substantially over the past 
few years.

Community
Alro is committed to improving the 
quality of life not only of its employees 
but also of residents of the areas 
surrounding its plant. The company 
works closely with the local community 
to identify areas where support is 
needed and actively participates in 
community life through corporate 
responsibility programmes, which 
include education, sports and health. 
Alro’s charitable contributions 

amounted to more than USD 3 million 
annually. These have included the 
sponsorship of five ambulances at the 
local hospital in Slatina. In 2007, Alro 
received the Excellency Award in 
Corporate Social Responsibility from 
the Romanian Chamber of Commerce 
and Industry in recognition of its 
contributions to economic develop-
ment in Romania and regionally. 
Noted in particular were the Compa
ny’s forward-looking environmental 
orientation as, well as its focus on 
training programmes and social 
responsibility.

In Sierra Leone, the Community 
Development Department ensures that 
dialogue is maintained with the 
communities in the Company’s mining 
areas and that programmes agreed 
with the local community partners are 
implemented and monitored. In Sierra 
Leone, payments of surface rent to 
local communities and into the agri- 
cultural development for the area 
around the Company’s operations have 
helped to stimulate the local economy, 
with the population of the district 
growing from 5,000 to over 100,000 
people within a period of two years.

Vimetco contributes to the Sierra 
Rutile/Sierra Minerals Foundation, 
which was established for the purpose 
of financing sustainable community 
development initiatives in the mining 
area. These are intended to improve 
the socio-economic and infrastructural 
conditions in the chiefdoms affected 
by the Company’s operations and  
in any other chiefdoms that may be 
affected by the Company’s mining 
activities in due course. The work of 
the foundation includes overseeing 
and coordinating development 
activities, assessing and prioritising 

community needs, assisting infra-
structure development and protecting 
and promoting community interests. 
The most recent donations, in October 
2008, included grants to the Jenega 
Village Clinic and the Walihun Town 
Clinic and School.

Vimetco also contributes a percentage 
of its turnover from its mining opera-
tions in Sierra Leone to the Agricul-
tural Development Fund. This money 
is then allocated to worthwhile 
agricultural projects in the mining 
area. Other community projects to 
which Vimetco has contributed have 
included the renovation and construc-
tion of water wells in a number of 
local villages, the clearing of a site 
and digging of foundations for a 
school and accommodation run by the 
Children of the Nations charity, and 
the supply of materials to community 
construction projects such as schools, 
churches and mosques.

In addition, Vimetco has a mine 
reforestation programme in place in 
Sierra Leone. When mines are closed, 
Vimetco carries out reforestation  
with cash crops such as cashew trees 
and oil palms, in consultation with the 
tribes, that will provide the best 
possible future income opportunities. 
Two to three years later, the land  
is handed over to its original owners 
in the tribe.

Greenhouse gas emissions at Alro
Reductions in Carbon Fluoride (CF4) and  
Hexafluoroethane (C2F6) 

(in g/t Al)
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Business Review

Despite an eventful year 
marked by plummeting 
aluminium prices and high 
inventory levels, Vimetco 
achieved very good first 
half year results and  
then lessened the impact 
of the financial crisis 
through rapid cost-saving 
measures. The Company 
increased its sales on  
a consolidated basis by 
52% and finished the year 
with a net profit of USD 
71 million before impair-
ment charge for China. 
The Company also made 
progress in implementing 
its vertical integration 
strategy.

Financial Highlights

Sales and costs
Vimetco increased its sales on a 
consolidated basis by 51.5% to USD 
1,833 million for the reporting period, 
which ended on 31 December 2008. 
Much of this increase is due to full- 
year consolidation of China, including 
the acquisition of Linfeng, gains from 
aluminium price hedges, as well as 
some sales originating from the newly 
acquired Sierra Leone bauxite mine, 
and higher production volumes over 
the whole year at existing operations. 
The production volume of electrolytic 
aluminium in China increased by 40% 
to 426,000 tonnes, while in Romania 
the production volume increased by 
1% to 265,000 tonnes (see chart 1).

The cost of raw materials increased in 
the first 6 to 8 months of 2008 before 
falling, largely as a consequence of 
the drop in aluminium prices, which 
directly affect alumina prices, to 
reach USD 853 million for the year, an 
increase of 92% from 2007, mainly due 
to the full consolidation of the China 
segment and higher coal prices in 
China. Electricity, water and gas costs 
were USD 303 million, an increase of 
32% from 2007. Reduction in personnel 
costs, despite an overall increase in 
staff levels, are a result of the cost 
saving measures in Romania, which 
were started early in 2008, and the 
strong depreciation of the RON during 
the second half of 2008. The total cost 
of goods sold for the entire year in- 
creased by 78.4% to USD 1,563 million.

Positive net profit before impair-
ment charge for 2008
Vimetco’s gross profit for 2008 was 
down 19.1% to USD 270 million. 
EBITDA reached USD 259 million 
(–12.2% versus 2007), while the net 
profit before the impairment charge 
for China was down 63.5% to USD  
71 million, a fairly good performance 
in light of the dramatic economic 
circumstances. However, an impair-
ment charge of USD 215 million 
related to write-offs on goodwill in 
China led to a net loss for the period 
of USD 144 million.

The substantial depreciation of the 
RON versus the USD caused losses in 
foreign exchange hedging, but the 
overall outcome was in the Company’s 
favour, as it has a large RON expo-
sure, with electricity and labour, for 
example, purchased in RON while 
income from sales is mostly in USD.

Sales and EBITDA development 
2005–2008
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Financial situation
Total cash available at Group level at 
year end 2008 (including restricted 
cash) amounted to USD 432 million. 
Most of the restricted cash is with the 
Chinese operation. 

Net cash generated by operating 
activities increased 29.4% to USD  
328 million. Net cash used in invest-
ing activities increased 218% to USD 
682 million. The Group invested 
substantially, in particular in expan-
sion projects in China. Capital 
expenditure on property, plant and 
equipment and intangible assets was 
USD 453 million in 2008, an increase 
of USD 220 million from 2007. Net 
cash provided by financing activities 
increased to USD 325 million (2007: 
USD 31 million), mainly a consequence 
of the net proceeds and repayments  
of loans.

Debt increased at the Group level as  
a consequence of large budgeted 
investments in China. Vimetco’s 
financial needs are covered through  
a shareholder loan granted by the 
majority shareholder Vi Holding 
which is due in 2013. Approximately 
USD 100 million of the shareholder 
loan was invested in China in the 
form of an intragroup loan, while the 
rest of the loan was mainly used to 
finance the acquisition of the bauxite 
mine in Sierra Leone.

Net debt increased by USD 446 million 
over the period to USD 1.12 billion. Net 
debt to total capital stood at 54.2% at 
31 December 2008 (see chart 2 and 3).

Long-term loans can be secured in 
China against completed and commis-
sioned projects. This was success-
fully achieved in February 2008  
when Henan Zhongfu Power Co., Ltd. 
secured a 15 year loan in CNY, equiva- 
lent to approximately USD 270 million, 
against the two existing power plants. 
The conversion of short-term debt into 
longer-term debt will be continued, 
and Vimetco expects to secure another 
loan after completion of the third 
power plant during the first half of 
2009. There is no cross-border finance 
in China, with financing provided  
by Chinese institutions. There is no 
indication of any issues in rolling 
short-term debt.

Romania has low indebtedness, most 
of which is long-term, and the site can 
cover interest and repayments by its 
own means and cash flow. At the hold-
ing level, aside from the shareholder 
loan there is a five year loan amortis-
ing annually with repayments in May.

Due to the current market situation, 
there has been a short-term shift 
towards maintaining financial stability 
and sufficient liquidity. The company’s 
strategy remains valid but will be 
spread out over a longer time frame.

Borrowing maturity profile in  
2009
(monthly in USD million)
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2

2005

2008

2006

2007

0 1,000500 1,500 2,000

Jan

Feb

Mar

Apr

May

Jun

Jul

Aug

Sept

Oct

Nov

Dec

0 40 5020 70 903010 60 80

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

2022

2023

0 100 20050 150

0 80 14040 1206020 100

2005

2006

2007

2008

0 80 14040 1206020 100

2005

2006

2007

2008

0 80 14040 1206020 100

2005

2006

2007

2008

3,300

2,900

2,500

2,100

1,700

1,300

Jan 05 Jul 05 Jan 06 Jul 06 Jan 07 Jul 07 Jan 08 Jul 08

3,500

3,000

2,500

2,000

1,000

1,500

500

0

Jan 06 Jan 07 Jan 08Jul 06 Jul 07 Jul 08

2,500

2,000

1,000

1,500

500

Jan 09 Jan 09

0

Borrowing maturity profile beyond 
2009
(yearly in USD million)

As at 31 December 2008
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Operational Highlights 

Vimetco made good progress in 2008 
in implementing its vertical integration 
strategy and expanding its operations. 
The following is a summary of key 
highlights of Vimetco‘s operations in 
2008 (described in more detail below):

–	 Upgrading of the cold rolling mill in 
Romania and doubling of produc-
tion capacity for cold rolled products 
from 18,000 tpa to 36,000 tpa

–	 Establishment of a joint venture with 
Interagro for the evaluation of  
the construction of a power plant in 
Romania

–	 Full-year consolidation of the China 
segment, including Linfeng

–	 Increase in production capacity for 
primary and processed products in 
China by over 50%, including the 
completion of a 400 kA state-of-the-
art facility in Gongyi and an increase 
in processing capacities at Yinhu by 
60,000 tpa to 80,000 tpa for the 
production of casted band and foil

–	 Progress in construction of an 
additional power plant in China with 
300 MW capacity, with completion 
expected in 2009

–	 Acquisition of a stake in a coal mine 
in Gongyi, China with workable 
reserves of 27 million tonnes, ensur-
ing mining rights for 33 years

–	 Acquisition of a bauxite mine in 
Sierra Leone with a resource base  
of approximately 31 million tonnes 
of bauxite

–	 Grant of an exploration license for 
bauxite in Guinea.

LME 2006–2008 price and stock level developments
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Market, price development
Aluminium price on the London Metal 
Exchange (LME) started 2008 at a spot 
price of USD 2,365 per tonne, rose  
to USD 3,291 in July and subsequently 
plummeted to a year end price of USD 
1,454, a drop of 39% for the year and 
56% from the peak. Chinese alumini-
um prices quoted on the Shanghai 
Metal Market (SMM) dropped in 2008 
by 35.5% in local CNY currency and  
by 31% in USD, with a fall of 50.5%  
in CNY from the peak price in early 
March 2008. With the financial  
crisis and its effect on the economy, 
demand has remained weak while 
aluminium inventories have reached 
levels unseen since 1994, rising from 
929,500 tonnes at the start of 2008  
to 2,338,300 tonnes by the end of the 
year (see chart 4 and 5).

Important projects and investments
Vimetco budgeted approximately  
USD 800 million to be spent in 2008 
on expansion projects and acquisi-
tions in order to further pursue the 
Company’s growth and vertical 
integration strategy. USD 550 million 
of this was to be spent in China on 
smelter expansion, a cast house  
and an additional power plant. USD  
65 million was budgeted for Romania 
in order to further strengthen Alro’s 
position on added value products. 
Further details on the projects in 
Romania and China are described 
above in the country segments  
(see chart 6).

The remainder of the expansion and 
acquisition budget was held ready  
for the acquisitions of coal and bauxite 
mines. In July 2008, Vimetco an-
nounced the purchase of a bauxite 
mine in Sierra Leone, a further  

step towards the Company’s goal of 
achieving full vertical integration. 
The bauxite mining lease covers an 
area of 322 km2 located approximately 
150 km southeast of Freetown. The 
mine produces high grade metallur
gical bauxite, which is used as a 
process “sweetener” by major alumina 
refineries. Vimetco was also granted 
exploration licenses in Guinea in 
autumn 2008.

Romania segment 
Vimetco invested a total of USD  
60 million in Romania in 2008, which 
was used for the upgrading of process-
ing facilities, the replacement of 
rectifiers, a new alumina silo and the 
support of environmental protection 
projects. These investments in 
modern equipment have provided the 
Company with greater flexibility  
in adapting the product mix to meet 
customer needs and meeting requests 

Expansion projects globally

6

Romania West Africa China

Power plant
– Capacity: 2 x 660 MW

Bauxite mine
– ��Further exploration to find  

additional deposits

Alumina refinery
– �Given sufficient bauxite reserves  

the construction of a refinery will  
be evaluated

Production plants
– �Capacity: 490,000 tpa
– �400 kA technology

Cast house
– �Capacity: 300,000 tpa

Processing plant
– �Capacity increase: 60,000 tpa

Power Plant
– �Capacity: 300 MW
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for half-commercial tolerances in 
higher added value products.

In line with the Company’s increasing 
shift towards higher added value prod- 
ucts, the cold rolling mill was upgrad-
ed during the first quarter of 2008, 
doubling the production capacity for 
cold rolled products from 18,000 tpa to 
36,000 tpa and further improving  
the quality. Despite the interruption, 
output increased by 13.8% over the 
full year 2008 to 11,215 tonnes of coils 
and sheets (2007: 9,864 tonnes). 

Alro has been focussing for several 
years on improving the overall quality 
of flat rolled products. Significant 
progress was made in 2008, the result 
of the systematic investment pro-

gramme of the last years covering the 
whole production chain. Dedicated 
customer focus and high flexibility are 
the Company’s main guiding princi-
ples. The positive feedback received at 
the Aluminium Fair Essen confirmed 
the success of all the efforts under-
taken.

In April, Vimetco announced the 
launch of a joint venture with Inter
agro – TM Power – to evaluate  
the construction of a power plant  
in Romania. 

Cost-saving measures were initiated 
early in Romania, well before the 
financial downturn. The headcount 
was reduced by 936 employees in  
two phases over the course of 2008.  

In November, Vimetco and Alro 
management agreed to cut production 
by reducing amperage in the pot  
lines and not recommissioning single 
pots needing to undergo regular 
maintenance. In December it was 
agreed to further reduce production  
as the market conditions continued  
to deteriorate, and at the end of the 
month the suspension of one of the six 
potlines in operation was carried out.

The Romania segment posted 2008 
sales of cast aluminium of 214,000 
tonnes, compared to 220,000 tonnes in 
2007. Sales of processed products 
stood at 35,000 tonnes, comparable to 
2007. Sales reached USD 825 million 
in 2008, while cost of goods sold stood 
at USD 599 million, resulting in a 

Main markets for Alro’s flat rolled 
products in 2008
(in % of sales in USD)

Net premia for flat rolled products remained stable  
in 2008, compared to 2007.
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Main markets for Alro’s primary 
products in 2008
(in % of sales in USD)

Net premia for primary products decreased on average  
by 8% in 2008 versus 2007.
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Romania: cash cost development 
2005–2008

Indexed: 2005=100; cost basis in USD; cash costs as 
defined by AME
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gross profit of USD 226 million and  
a gross profit margin of 27.3%. Profit  
for the year 2008 amounted to USD  
83 million with a respective margin  
of 10%. On average a total of 4,392 
employees worked for the Alro Group 
in 2008.

Net premia for flat rolled products 
remained stable in 2008, compared to 
2007.

China segment
In China, expansion projects worth 
USD 480 million were carried out in 
2008 at two sites, leading to an overall 
increase in production capacity for 
primary and processed products  
in China of over 50% in 2008. At the 
Yinhu site in Gongyi, capacity for 

processed products, specifically casted 
band and foil production, was in-
creased from 20,000 tpa to 80,000 tpa, 
in line with the Company’s strategic 
focus on added value processed 
products. An energy-efficient, 
state-of-the-art 400 kA technology 
production facility was constructed  
in Gongyi, completed in a record  
of less than ten months after work 
started in January 2008. A cast house 
using advanced processing equip-
ment with a capacity of 300,000 tpa is 
scheduled for completion in 2009. 
Construction of an additional power 
plant with 300 MW capacity also 
progressed as planned, with comple-
tion expected during the second 
quarter of 2009.

In Linzhou, construction of an 
additional facility with a capacity of 
250,000 tpa was postponed, although 
work already committed to will be 
completed.

The market situation in China started 
to become critical several weeks 
earlier than it did in other areas. 
Already in June-July, first production 
cuts were being discussed among 
members of the China Nonferrous 
Metals Industry Association. Vimetco 
decided jointly with local management 
at the end of September to reduce 
output, and in October announced a 
cut of 80,000 tpa, to which an addi-
tional cut of 15,000 tpa was added in 
November. Less efficient capacities 
have been taken out of operation, 

China segment

Production volumes (tonnes) 2006 2007 2008
Electrolytic aluminium 182,200 304,400 426,244
Processed products 14,720 17,000 56,214

Sales volumes (tonnes) 2006 2007 2008
Cast aluminium 185,000 303,000 374,010
Processed products 14,700 17,000 54,870

Romania segment

Production volumes (tonnes) 2005 2006 2007 2008
Electrolytic aluminium 239,000 255,800 262,505 264,752
Cast aluminium 243,606 262,056 283,449 288,157
Processed products 40,006 41,005 35,114 34,599

Sales volumes (tonnes) 2005 2006 2007 2008
Cast aluminium 186,057 226,294 219,882 213,967
Processed products 39,433 40,291 35,180 35,602

10

11



20 Business Review
Vimetco N.V. Annual Report 2008

mainly smaller pots based on older 
technology. Smaller, less efficient 
power plants have also been taken out 
of production. At the end of 2008, 
electricity was being generated mainly 
by the two 300 MW power plants. 

The original acquisition price for the 
Chinese entities anticipated consid
erable growth in smelter and process-
ing capacity. Following the recent 
significant weakening of the global 
economy and the aluminium industry, 
many of these growth projects have 
been deferred or are not as profitable 
as originally anticipated. This resulted 
in the impairment charge of USD  
215 million. 

The China segment posted 2008 sales 
of cast aluminium of 374,000 tonnes, 
compared to 303,000 tonnes in 2007, 
on a pro-forma basis. Sales of proc-
essed products stood at 55,000 tonnes, 
over three times as high as in 2007. 
Sales reached USD 998 million in 
2008, while cost of goods sold stood  
at USD 952 million, resulting in a 
gross profit of USD 45 million and  
a gross profit margin of 4.6%. Mainly 
due to the goodwill impairment charge 
the Chinese operations ended the  
year with a loss of USD 226 million. 
On average a total of 6,359 employees 
worked for Vimetco Group compa- 
nies in China in 2008.

Sierra Leone segment
The acquisition of a bauxite mine in 
Sierra Leone (Sierra Mineral Holdings 
I, Ltd.) contributed a further USD  
11 million to Group sales through the 
sale of bauxite to third parties. Cost  
of goods sold amounted to almost USD 
12 million, resulting in a gross loss  
of USD 1 million and a net loss for the 
year of USD 3 million.

On a full year basis sold volumes 
decreased by 23% compared to 2007, 
while the sales price was 8% higher 
than in 2007.

The bauxite mine is operated by a 
subcontractor, PW Mining, under  
a mining lease with the Government 
of Sierra Leone. Operations are 
supervised by a mine manager em- 
ployed by Vimetco, so SML employed 
no local staff in 2008.

Sierra Leone segment

Production volumes (tonnes) 2008*
Bauxite 422,431

Sales volumes (tonnes) 2008*
Bauxite (incl. moisture) 399,561

* Since acquisition by Vimetco: end July – December 2008

Priorities and Outlook for 2009

Experts calculated production cuts  
of 5.5 million tonnes globally, 3.5 mil- 
lion tonnes of which in China, as of 
January 2009. In light of the dramatic 
economic developments, aluminium 
demand is expected to fall by 2% – 3% 
in 2009. A sizeable surplus is expected, 
with no relief for aluminium prices  
in the first half of 2009. Inventories 
are likely to continue growing in 2009, 
and prices may stay depressed until 
inventory levels reverse course and 
drop. Relief is expected at the earliest 
during the second half of 2009, most 
probably towards the end of the year.

China: Cash cost development 
2005–2008

Indexed: 2005=100; cash costs as defined by AME 
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The impact of the actions taken by 
governments to support the local and 
global economies will play a decisive 
role in 2009. Support for domestic 
production in excess of current 
demand levels might lead to further 
increases in inventory levels and 
further pressure on prices. On the 
other hand, several governments have 
promised very large stimulus pack-
ages, mainly focused on infrastructure. 
It will take time until their effects are 
noticed in the market and a delay  
of 12 to 15 months may be needed until 
the aluminium industry begins to 
benefit.

Vimetco is committed to meeting the 
various challenges that exist. Produc-
tion levels and the product mix will  
be adjusted in light of uncertain 
demand. Cost-cutting measures will 
be ongoing, and the Company will 
continue to source raw materials at the 
most affordable prices. It will be 
necessary to stabilise sales premia in 
Romania as much as possible, while in 
China the Company will strive to 
obtain suitably high premia for added 
value casted products such as wire 
rod, slabs and billets. Vimetco will 
continue to develop new products that 
it can make available to the respective 
sales teams and gain new customers 
in new and growing market segments, 
rather than continuing to depend on 
sales to intermediaries.

The near-term priorities are to 
maintain cash levels to service debt 
repayments and interest payments, 
ensure competitiveness by further 
reducing costs, and adjust output in  
a timely manner to stay in line with 
demand and consumption.
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The Depositary will not itself exercise 
any voting discretion. 

The General Meeting of Shareholders 
is competent to adopt a resolution for 
the issue of shares and to fix the issue 
price and any additional conditions  
of issue. Vimetco’s Articles of Asso-
ciation provide that the General 
Meeting of Shareholders may desig-
nate the Board of Directors as the 
body competent to adopt such resolu-
tions for the issue of shares, to fix the 
issue price and additional conditions 
and to restrict or exclude statutory 
pre-emption rights for a fixed period 
not exceeding five (5) years. This 
designation may be extended each 
time for a maximum period of five (5) 
years. A designation as set out above 
was made on 20 June 2007 in connec-
tion with the Company’s equity 
incentive compensation scheme (ICS) 
as described below, on the under-
standing that this authority is limited  
to a maximum of 6,270,990 shares of 
EUR 0.10 each for a period ending  
five years from 20 June 2007.

Subject to the authorisation of the 
General Meeting of Shareholders, 
Vimetco may acquire paid-up shares 
and GDRs on its own capital gratuit
ously or in case (a) the common 
equity, reduced by the price of the 
acquisition, will not be smaller than 
the paid and claimed part of the 
capital, increased by the reserves  
that shall be kept by virtue of the law, 
(b) the nominal amount of the  
shares or GDRs to be acquired in its 
capital held or held in pledge by 
Vimetco itself or held by a subsidiary, 
will not exceed one tenth part of  
the issued capital. The Board of Dir- 
ectors may adopt a resolution for the 
alienation of shares or GDRs acquired 

by Vimetco in its own capital.  The 
General Meeting may also adopt  
a resolution for the reduction of issued 
capital by withdrawing shares or  
by reducing the nominal amount of 
the shares in an amendment of the 
Articles of Association. So far  
the General Meeting of Shareholders 
has not adopted such resolutions.

Shareholders

Significant shareholders in 2008 were 
Vi Holding N.V. (59.4%) and Willast 
Investments Limited (10%). 

Vimetco’s shareholders exercise their 
rights through an Annual and 
Extraordinary General Meetings of 
Shareholders. These meetings must 
be held in the Netherlands, and 
specifically in the municipalities of 
Amsterdam or Haarlemmermeer 
(Airport Schiphol). The General 
Meeting is convened at least once a 
year, within six months following the 
end of the financial year. The Share-
holders’ Meetings are chaired by  
the Chairman of the Board. Minutes  
of the meetings are kept unless a 
notarial record is drawn up of the 
meeting’s proceedings. Such proceed-
ings can include a review of the 
Annual Report, confirmation of the 
Annual Accounts, determination  
of the appropriation of profits, 
discharging the responsibilities of  
the members of the Board and, on a 
relative proposal of the Board of 
Directors, amendments of the Articles 
of Association. They also include the 
appointment of the Auditor. Should the 
General Meeting not appoint the 
Auditor, then this power accrues to 
the Board. 

Vimetco is committed to 
safeguarding the interests 
of its shareholders. Effec-
tive oversight and control 
processes as well as 
transparent communica-
tion of information all play 
an important role. Vimetco 
respects the internation-
ally recognised standards 
of the Dutch Corporate 
Governance Code as well 
as the Listing Rules of the 
London Stock Exchange.

Share Capital

Vimetco’s issued share capital on  
31 December 2008 was made up of 
EUR 21,948,472 split into 219,484,720 
common shares of EUR 0.10 each. 
Each share gives the right to cast one 
vote. Pre-emptive rights accrue to 
shareholders upon the issue of shares 
against payments in cash. 

In 2007, the GDR Depository,  
J.P. Morgan Chase Bank, N.A., issued 
65,845,416 global depository receipts 
(“GDRs”), representing the interest  
in the same number of shares in 
Vimetco’s capital, as well as any securi-  
ties, cash or other property deposited 
with the Depositary but which have  
not been distributed directly to holders 
of GDRs (“the Offering”). A GDR 
holder may instruct the Depositary 
how to exercise the voting rights for 
the shares which underlie the GDRs. 

Corporate Governance
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Simplified Group structure (as at 31 December 2008)

* held directly and indirectly
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Organisational chart (as at 20 March 2009)
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–	 there are no restrictions on voting 
rights, deadlines for exercising 
voting rights, or on the issuance, 
with Vimetco’s cooperation, of 
depository receipts; 

–	 other than the Equity Incentive 
Compensation Scheme described 
below, there are no employee share 
schemes where the control rights 
are not exercised directly by the 
employees; 

–	 Vimetco is not aware of any agree-
ments between holders of securities 
which may result in restrictions on 
the transfer of securities or on 
voting rights other than the Share 
Swap Agreement that was con
cluded on 5 June 2007, inter alia, by 
Vimetco B.V. (now Vimetco N.V.), 
Romal Holdings N.V. (subsequently 
renamed Vi Holding N.V.) and 
Willast Investments Limited and its 
owners. This agreement contains 
restrictions on the transfer of the 
shares, such as a lock-up arrange-
ment for Willast Investments 
Limited until 31 December 2011 
(subject to certain exceptions). 
Furthermore, any of Vimetco’s 
shares transferred by either Willast 
Investments Limited or Vi Holding 
N.V. are subject to mutual pre- 
emptive rights;

–	 Vimetco and its subsidiary Alro are 
a party to several facility agree-
ments which include provisions that 
take effect, alter or terminate such 
an agreement upon a change of 
control (including, amongst others, 
pursuant to a successful takeover 
bid). The specific details of these 
agreements are confidential.

–	 Vimetco does not have any agree-
ments with any Board members or 
employees that would provide 
compensation for loss of office or 
employment resulting from a 
takeover bid. 

Furthermore, the Annual Report 2007 
was reviewed at the 2008 Annual 
General Meeting of Shareholders and 
the 2007 Annual Accounts were 
adopted. 

Significant ownership of  
shares/GDRs
Pursuant to the Dutch Financial 
Markets Supervision Act, any person 
or legal entity who, directly or 
indirectly, acquires or disposes of an 
interest in Vimetco’s capital or voting 
rights must immediately give written 
notice to the Netherlands Authority 
for the Financial Markets (“Autoriteit 
Financiële Markten”) (the “AFM”)  
if, as a result of that acquisition or 
disposal, the percentage of outstand-
ing capital interest or voting rights 
held by that person or legal entity 
reaches, exceeds or falls below any of 
the following thresholds: 5%, 10%,  
15%, 20%, 25%, 30%, 40%, 50%, 60%, 75% 
and 95%.

The obligation to notify the AFM also 
applies when a percentage of out-
standing capital interest or voting 
rights held by any person or legal 
entity reaches, exceeds or falls below 
a threshold as a result of a change in 
the total outstanding capital or voting 
rights of Vimetco.

Takeover Directive
Following implementation of the EU 
Takeover Directive, certain informa-
tion is required to be disclosed in 
relation to control and share struc-
tures and interests of Vimetco. Such 
disclosures which are not covered 
elsewhere in this Annual Report, 
include the following:
–	 there are no requirements to obtain 

the approval of Vimetco for a 
transfer of securities; 

Resolutions are adopted by a simple 
majority of the votes cast in a meeting 
at which at least 50% of the issued 
capital is represented, unless the law 
or the Articles of Association pre-
scribe a larger majority or quorum. If 
less than 50% of the issued capital is 
represented, a new meeting may  
be convened at which the resolution 
may be passed irrespective of the  
part of the capital represented at such 
meeting. There are no shareholders 
that hold shares with special control 
rights.

At the General Meeting of Sharehold-
ers held on 17 June 2008, the share-
holders were informed that it is  
the general intention of the Board of 
Directors that Vimetco will make 
distributions to its shareholders of 
approximately 20% of consolidated net 
income on average over the alumini-
um price cycle. Any future determina-
tion regarding distributions to 
shareholders will be at the discretion 
of the Board of Directors and will 
depend on a range of factors, includ-
ing the availability of distributable 
profits, Vimetco’s financial position, 
restrictions imposed by the terms of 
loan instruments, tax considerations, 
ongoing capital and cash require-
ments, planned acquisitions, and any 
other factors the Board of Directors 
considers relevant. Due to the nature 
of Vimetco’s strategy, focus on growth 
and the structure of earnings, 
dividend distributions may vary from 
year to year. The proposal of the Board 
of Directors not to pay a dividend for 
2007 was adopted, as cash flows will 
be used to pay back a loan and for the 
investment in expansion projects. 


