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Vale Europe Limited -

Strateqic Report
for the Year Ended 31 December 2019 -

The directors present their strategic report for the year ended 31 December 2019. ‘ N

REVIEW OF BUSINESS
Products
The company produces and sells a variety of refined metal products, which can be summaries as follows:

Nickel - pellets and powders: produced not'sold externally but through a tolling arrangement. v
GENERAL MARKET CONDITIONS

Nickel

Stainless steel is a significant driver of demand for nickel, particularly in China. in 2019, stainless steel production in China
represented 65% of total nickel demand. As a consequence, changes in Chinese stainless steel production have a large
impact on global nickel demand. In 2019, Chinese stainless steel production grew 11% compared to 2% in 2018. Also, there
was growth in stainless focused on 300-series grade steels, which contains relatively high amounts of nickel, due to superior
physical characteristics compared 1o other austenilic stainless steel series.

Due to the COVID-19 pandemic our near-term-view for nickel has changed. We now see the nickel market enter into a
surplus in 2020 compared to our prevmus view of continued deficits, but our long-term outlook for nickel continues to remain
positive. .

While stainless steel production Is a major driver of global nickel demand, stainlass steel producers can obtain nickel with a
wide range of nickel content, including secondary nickel (scrap). The choice between primary and secondary nickel is largely
based on their relative prices. and availability. On average between 2015 and 2019, secondary nickel accounted for
approximately 40% of total nicke! used for stainless steel. Regional availability and consumption of secondary nickel varies.
In China, due to low avalilability of scrap, the use of secondary nickel represents 21% of the tolal nickel used for stainless
steel, while nickel pig iron, a relatwely low grade nickel product made primarily in China from Imported lateritic ores, accounts
for approximately 37%.

In recent years, Chinese domestic production of nicke! pig iron accounted for the majority of world nickel supply growth. In
2019, approximately 570 thousand melric tons, representing 24% of world primary nicke! supply was produced as nicke! pig
iron in China using nickel are from the Philippines and Indonesia. Chinese nickel pig iron production was adversely affected
by export restriction of unprocessed ores from Indonesia, beginning in 2014. In January 2017, the Indonesian government
issued a ministerial decree changing the 2009 mining faw that banned the export of unprocessed and semi-processed ores
-from the country. The ministerial decree allows for the controlled recommencement of nickel ore exports from Indonesia
giving broad availability of ores for the production of nickel pig iron in China with the expectation of re-enforcing the export
ban in 2022. As a result, the bottleneck for production had shifted away from ore availability to nickel pig iron capacity. In
2019, the Indonesian government has advanced the export ore ban from the beginning of 2022 to the beginning of 2020. .
These dynamics have allowed Indonesia to emerge as a large producer of nicke! pig iron. In 2019, 383kt of nickel as nickel
pig Iron was produced in Indonesia much of it integrated directly to produce stainless steel. We expect nickel pig iron
production in Indonesia to continue to grow, while China's nickel pig iron production to be impacted by the Indonesian ore
expon ban advancement.

in addmon the high value segment, which consumes both Upper Class and Lower Class | products, |s the second largest
market, making up 26% of the nicke! demand in 2019. Global high value markets declined slightly by 1% compared to a
growth of 1% in 2018 with China, the largest consumer of the high value market at 28% in 2019, leading the contraction at a
3% decline compared to 2018 demand. However, we anticipate that demand will return to growth in 2020.

LME nicke! prices increased during 2019 to an average of US$ 13,936/, from US$ 13,122/t in 2018. The nickel market was
in deficit in 2019 by approximately 23kt Global exchange inventories (London Metals Exchange and Shanghai Future
Exchange) declined 28,418 metric tons from January 1, 2019 to December 31, 2019, implying some off-exchange inventory
holding. We expect the market to be relatively balanced in 2020.

Clydach operates as a tolling refinery and (herefore the fluctuations in nicke! price do not directly affect the revenues of Vale
‘ Europe Limited given all costs are reimbursed. However, over the longer term the nickel price outlook will be a factor in the
decision of how to allocate ore feed within the Vale network of operations.
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Vale Europe Limited

Strategic Report
‘for the Year Ended 3.1 December 2019

PRINCIPAL RISKS AND UNCERTAINTIES |

From the perspective of the company, the principal risks and uncertainties are largely integrated with the principal risks and
uncertainties of the ultimate parent undertaking. However, from a UK perspechve there are nevertheless certain risks that
lhe company is exposed to as a result of its opefauons

quuldlty risk - )
-~ The company actively malntams short-term_debt finance that is des:gned to ensure the company has sufﬁc:ent funds for .
operanons

Brexit

At the time of signing the Directors report no agreement has been reached as to the terms of exit from the EU and hence
" there are slill risks that at this stage are difficult o quantify reliably. There are still a number of possible outcomes for Brexit,-
all of which have the potential to change the risk profile of the Company. Although the UK govemment continue to state that
the risk of exiting, after the transition period, without a deal is unlikely; prudence requires the Company 1o consider this risk
and plans for appmpn‘ate mitigation. -

Every business in the UK wilt face similar risks and the main ones are as follows:

With regard to disruption to supply chains the risk in particular is that goods imported are dlsrupled by additional Customs
formalities. If, for example, goods are delayed in clearing customs this could have a knock on effect on production if the
necessary feed is not readily available. This in tum could have a knock on effect when shlppmg refined metals to end
customers.

The company has undertaken a review of its supply chain, including meeting with key suppliers, to identify the risks and
taken steps to increase inventories in the short term of key raw materials. This will allow operations to continue without any
. impact to production in.the event of a no deal and disruption at the port of entry. The company has also reviewed plans with
hauliers to manage through any disruption and identified alternative shipping lines thatmn be activated within a few days.

With regards to customer supplies the oompany has already taken steps to move some inventory holdmgs into warehousing
in the Netherlands to provide a buffer during any port disruption.

With regard to people, the Company employs some EU- nationals in the UK but does not anticipate any disruption to the
operations in the event that restrictions are introduced limiting the ability of EU Nationals to work In the UK.

COVID -19
~The coronavirus outbreak (‘COVID-19') was first tepoﬂed in December, 2019 and has since spread through various -
countries, with reports of muitiple fatalities from the virus, including locations where Vale has its main operations. .

On March 11, 2020, the World Health Organization assessed COVID-19 as a pandemic. During the month of March 2020,
governmental authorities in various jurisdictions imposed lockdowns or other restrictions to contain the virus, and as a result,
various businesses suspended or reduced their operations. The final impact on-the global economy-and financial markets is
still uncertain but is expected to be significant.

As the outbreak develops over the regions where Vale operates, the Company may face workforce related operational
difficulties and may need to adopt contingency measures. A significant portion of Vale's revenue is originated from sales
made to customers in North America, Asia and Europe, and Vale relies on an extensive logistics and supply chaln, including
several poris, distribution centers-and suppliers that have operations in affected regions. The Company is closely evaluating
the impact of the COVID-19 on its business. Below is a summary of the impacts on Vale's business to date: )

~

Luquudrly In March 2020, Vale took precautionary measures in order to increase its cash position and preserve financial-
flexibility in ight of current uncertainty in the global markels resulling from the COVID-19 outbreak. Vale drew down US$5
billion under its revolving credit lines maturing June 2022 (US$2 bnlllon) and December 2024 (US$3 blllxon) and has
" discontinued the nicke! hedga accounting program. -



Vale Europe Limited

Strateqic Report
for the Year Ended 31.December 2019

Fair value of 6ther assets and liabilities - At this time, the COVID-19 outbreak has not caused any significant impact on the
fair value of the Company’s assels and liabilities. However, abnormally farge changes have occurred in the valuation- of
financial assets across many markets since the outbreak. The outbreak continues ta be uncertain, making it impossibie to
forecast the final impact it could have on the economy, and in turn, on the Company's business, liquidity, and financial
position meaning that the fair values of the Company's assets and liabilities may change in laler periods.

Supply chain — The Company’s supply chain might be significantly impacted by the COVID-19 outbreak, which would result in
suspension of operations, operation difficulties, and increases in costs and expenses. In addition, the Company has
suspended all non-essential construction works, which could delay the achlevement of the expanslon plans, revision of
operations or resumption of production capacity. . ’

Health, safaty and environment (HSE)

The company operates one refinery in the UK and these operations are subject to numerous laws and regulations relatlng to
health, safety and environment. Aithough we believe that our current operations are in compliance with current regulations,
violations of such laws and regulations can lead to fines and penalties. The company's operations are qualified to ISO 14001
(Environmental Management) and OHSAS 1800 {Occupational Health & Safety) Standard. The company is commitied to the
highest standards of Health, Safety and Environmental practice and HSE managers in each of the operations are tasked with
ensuring such practices -are maintained. Specialist third party and internal auditors make regular site visits o ensure
compliance with local regulations. .

NICKEL MARKET OUTLOOK 2020

In the long term, the battery segmem shows important upside potential as electnc vehicle production continues to atiract
significant investments, which could positively affect nickel price and our nickel premiums. As currently foreseeable,
commercially viable electric vehicle battery technologies utilize nickel;.increasing nickel content in such batteries results in
improved energy storage and lower cost. As a result, nickel demand is expected to surge, particularly given the expected
increase in preduction of electric vehicles and the trends towards increased banery size and increased nickel content in
batteries to improve perforrnance and lower cost.

'KEY PERFORMANCE INDICATORS (KPI'S) :

The directors of Vale Europe Limited manage the company's business on a divisional platform in line with strategic decisions
that are made on a global basis by Vale Canada Limited. The directors of Vale Europe Limited provide input to the global
decision making process. Vale Europe Limited essentially acts as an intermediary for the group's global nickel and PGM
aclivities. .

The leadership team at Clydacﬁ‘s Refinery monitor 26 KPIs on a monthly basis during a refinery performance meeting, the
KPis cover 6 main areas of activily.-Health and Safety, Environment, People, Production, Finance and Maintenance. Health
and Safety indicators include the number of high potential incidents and injury frequency rate, Environment monitars our
compliance with regulatory requirements, People focuses on overall headcount but also absenteeism and overtime costs,
Production tracks the finished Nicke! produced compared to budget, Finance KPIs include operational and capital budgets
while Mamlenance has a number of KPIs that look at the performance of maintenance jobs versus the p|an :

The 2019 final KPI resulls were overall green; Operational costs were £80,000 under budget for the full year and down year
on year, Nickel Production was marginally under budget due to a number of maintenance related unplanned stoppages that
are  being addressed in'the 2020 Capital plan and the excellent Safety record of the refinery conlinued with a Total
Recordable Injury Frequency rate below § and proac(we safety reporting of unsafe conditions or near misses at a record
level. .



Vale Europe Limited

S!ratgg' icReport . .
for the Year Ended 31 December 2019

FUTURE DEVELOPMENTS AND SIGNIFICANT EVENTS
The Company is confident that it will conttnue to trade and meet its financial obligations for the loreseeab!e future.

During the financial year 2018, the company closed the Acton reﬁnery and the decommissioning is in progress and on target.

On the 8* February 2019 the sale of the Acton land to a third party was agreed. The transaction took the form of a sale and
leaseback agreement, with the lease running for the duration of the decommissioning process at zero cost. Vale Europe
received proceeds of £67m, this relates to the sale less retention value. It is expected to conclude the decommissioning and
finish the lease by June 2021. Acton will be shown in the financial statements as a discontinued operation.

Statement of directors in.parformanca of their statutory duties in accordance with s172(1) Companies Act 2006

This section serves as our section-172 statement and should be read in conjunction with the Strategic report. Section 172 of
the Companies Act 2006 requires Directors to take into consideration the interests of stakeholders in their decision making.
The Directors continue to have regard to the interesis of the Company's employees and other stakeholders, including the
impact of its activities on the community, the environment and the Company's reputation, when making decisions. Acting in
good faith and fairly between members, the Directors consider what is most likely to promote the success of the Company for
its members-in the long term. Whilst the importance of giving due consideration to our stakeholders is not new, we are
explaining in more detfail this year how the Board engages with our siakeholders, thus. seeking to comply with the
requirement to include a statement setting out how our Directors have discharged this duty.

"« Following the departure of 3 senior managers at the end of 2018 and a subsequent intemal reorganisation of-senior
management, the Directors have established the Clydach' Leadership Team (‘CLT'), with effect from 1 January 2019. The
CLT, comprises the senior functional management roles and together is comprised of those with responsibility for Interacting
with the Company's principal stakeholders. It is envisaged that this change in management structure will further enhance
consideration of stakeholder interests in decision making at both Board and management level.

« The CLT meet weekly to dxscuss current -issues for each function and track progress lowards strategic goals On a
monthly cadence a performance meeting is held to review key performance indicators and variance analysis.

« On an annual basis the CLT coordinates a strategy setting process utilising the Hoshin Kann X matrix approach {o align
- all levels of the organisation to the short and long term dbjeclives of the company. The objectives are set by the board in.

collaboration with supervisors and managers of all departments taking into account the wider group goals, a SWOT analysis
of the business and local needs. .

» The Board continues to enhance its methods of engagement with the workforce. Within the CLT employee engagement
is owned by the Corporate Affairs Specialist, she is responsible for designing and executing the engagement strategy. For
2019 this included monthly engagement council meetings with representatives from ali departments attending, regular
intemal newsletters, bi-annual training days for all employees and regular.union/management meetings.

» The Board is committed to maintaining its strong relationship with the local community that has been built during its more
than 100 years of operation. Each year The Board approves donations to local organisations such as the Clydach Mens .
Shed, Leon Heart Fund and Clydach Army Cadets. In addition an open day was held in October 2019 with the local
community invited to come for tours of the refinery and to team more about. what we do. .

+  Weaim fo work responsibly with our suppliers with the relationship governed by a code of conduct signed‘ by both parties
to document the standards by which we aperate and expect our suppliers to operate.

«  The Board continues to strive for aperational excellence in all areas of the business and hés maintained a number of ISO
standards over the past years including 9001 Quality and 14001 Environment. In 2019 we added to this list ISO 45001 Safety
Management System which recognises the consistent high standards we have throughout our business.

ON BEHALF OF THE BOARD:



Vale Europe Limiled (Registered number; 001371 1 4)

. Report of the Directors
for the Year Ended 31 December 2019 .

The 'directors present their report with the financial statements of the company _for the year ended 31 December-2019.

PRINCIPAL ACTIVITY
The principal activity of Vale Europe Limited ("the company”) dudng the year was the ref ining of nickel.

DIVIDENDS
No dividends will be d:stnbuted for the year ended 31 December 2019.

RESEARCH AND DEVELOPMENT
The company continues to be invoived in research and deve(opment programmes wﬂhm its various fields of activity,
particularly in the development of new and improved production processes.

DIRECTORS

The directors shown below have held office during the whole of the penod from 1 January 2019 to the date of this report.
S D Stacey i ' -

B Tipping . . . .

Other changes in directors holding office are as follows:

" M McCann - resigned 13 March 2018
G Gilpin - appointed B February'2019

FINANCIAL RESULTS AND DIVIDEND
The financial profit for the year ended 31 December 2019 for totai operatlons was £51 million (2018: £29 million). Turnover
was £59 million (2018: £146 million).

The retamed profit for the year has been transferred 1o revenue reserves.

CHARITABLE AND POLITICAL CONTRIBUTIONS
Contributions to United Kingdom charitable, educationa! and scientific orgamsahons in 2019 amounted to £14,024 (2018
£16,860). No political contributions were made.

EMPLOYEE PARTICIPATION -

The company conlinued to consult employees, to provide them systematically with information and to achleve a common
awareness of economic and financial factors, by a variety of means including regular meetings between senior management
and all employees, a network of cunsuhahve committees and the regular publicahon of financial and other information.

. The company has in place profit-sharing or bonus arrangements re|ated to financial performances, in whlch all employe&s
participate. .

DISABLED PERSONS :
It is the company's policy to give full and fair consideration to applications far emp!oyment made by disabled persons, to

continue whenever possible the employment of those who have become disabled and to provide equal opportunities for the

training and career development of disabled employees. If members of staff become disabled the company continues
employment, either in the same or an alternative position, with appropriate ;etraining being given if necessary.

GOING CONCERN

The directors have completed an assessment of the business in light of the current Covid — 19 pandemic in order to identify
the key risks over the medium term and delermmed that the fi nancuat stability continues to be good despite the challengmg
business environment.

-Vale Europe has a loliing agreement with Vale Canada and under this agreement the operational expenses are reimbursed

by Vale Canada along with an additional toliing fee. The only situation in which Vale Canada would not make a payment is if
it declares force majeure. Therefore, the main risk to Vale Europe continuing as a Going Concem is the abllity of Vale
Canada to continue fuffilling the tolling agreement.



Vale Europe Limited (Reqistered number: 00137114)

 Reportof the Directors o ' ’
for the Year Ended 31 December 2019 .

Vale Europe's ¢cash flow needs are met through an intercompany loan relationship with Vale Canada. The current balance of
which at 30* April 2020 is £202.3m providing more than enough liquidity to support the Vale Eurape operations as needed.
With the Vale group taking steps during the pandemic to access short term financing lo support its subsidiaries where
needed the directors judge the counterparty risk 1o not be significant at this time.

At this stage it is cleary hard to know with a high level of certainty what the.recovery from the pandemic will ook like and

exactly how it will impact the customers that the products produced in Clydach are sold to. However, the direclors believe the

risk of .a significant change in the production levels in Clydach are unlikely. We have so far seen a fall in sales of Clydach

products (made by Clydach, sold by Vale Canada) of around 15% YTD vs the same period in 2019 with a3 low in April (33%
fall YoY) and May data showing a recovery (26% fall).

in the first 5 months of 2020 production for Vale Europe has been hlgher than budge! and the trend is continuing for the year
with-a 1.5%'increase on the original budget for the year. The current-2021 production plan is for an increased production of
Nickel to be produced with feed supply being the only limiter. This could change as we progress through the year and the
effects of Coronavirus are undersiood further mcludmg the risk of a second wave, but do demonstrate the mbustn&ss in
demand expected by the marketing teams

Economic indicators are curren"y suggesting we will see a V shaped economic recovery unless there is a significant 2"¢
wave of COVID-19. For the Nickel Market in particular the Chinese Nicke! Industries PMI was above 50 for the 3rd

consecutive month in May at 51.44. Whlle still early these are all positive mdlcanons that we will not see a significant -

downtum in demand.

Due 1o the COVID-19 pandemic, our near-term view for nickel has changed. We now see the nickel market enter into a
surplus in 2020 compared to our previous view of continued defi cnts but our long-term outfook for nickel continues to remain
posilive.

Taking all of the above factors into account, the directors have a reasonable expectatlon that the company has adequate
resources to continue in business for the foreseeable future. Thus: they continue to adopt the going concern basis of
accounhng in preparing these fi nanctal slatemenls ' .

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

" So far as the directors are aware, there is no. relevant audit information (as defined by Section 418 of the Companies Act
2006) of which the company's auditors are unaware, and each director has taken all the steps thal he ought to have taken as
a director in order to make himself aware of any relevant audit information and to establish that the company's auditors are
aware of that information. .

INDEPENDENT AUDITORS
- The auditors, PricewaterhouseCoopers LLFI Statuiory Auditors, wilt be proposed for reappomlmenl at the forthcoming
Annual General Meetling.

ON BEHALF OF THE BOARD:




Vale Europe Limited

Statement of Directors' Responsibilities -
for the Year Ended 31 mber 2019

The directors are responsible for preparing the Strategic Report, the Direcloré'Report and the financial statements in-
accordance with applicable law and regulations. ) .

Company law requires the directors to prepare financial statements for each financial year. Under that law they have elected
1o prepare the financial statements In accordance with UK accounting standards and applicable law (UK Generally Accepted
Accaunting Practice), including FRS 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland.

Under company faw the directors must not approve the financial statements unless they are satisfied that they give a true
and fair view of the state of affairs of the company and of the profit or loss of the company for that period. In preparing these
financial statements, the dlrectors are required to: ~

- select suitable accounting policies and then apply them consistently;
- make judgements and estimates that are reasonable and prudent;

.- state whether applicable UK aooounllng standards have been followed, subject to any material departures disclosed and
explalned in the fi nancial statements; .

- assess the companys ability to continue as a going concern, disclosing, as applncable. matters related lo gomg concemn;
and

- use the going concem basns of accounling unless they etther intend to liquidate the company or to cease operations, or
have na realistic altemallve but to do so.

The directors are responsible for keeping adequale accounting records that are sufficlent to show and explain the company's
iransactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to
ensure thal the financial slatemenis comply with the Companies Act 2006. They are responsible for such internal control as
they determine is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error, and have general responsibility for taking such steps as are reasonably open to them to
safeguard the assets of the company and to prevent and detect fraud and other lrregulannes

ON BEHALF OF THE BOARD:
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Vale Europe Limited
Independent Auditors’ Report to the Members of

Vale Europe Limited

Report on the audrt of the fmancral statements
Opinion
in our opinion, Vale Europe Limited’s financial statements:

e give atrue and fair view of the state of the company’s affairs as at 31 December 2019 and of its profit for the year
then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and
Republic of Ireland”, and applicable law); and

» have been prepared in accordance with the requirements of the Companles Act 2006.

We have audited the financial statements, included within the Strategic Report, Report of the.Directors and Financial
Statements (the “Annual Report”), which comprise: the balance sheet as at 31 December 2019; the income statement, the
statement of comprehensive income, the statement of changes in equity for the year then ended; and the notes to the
financial statements, which include a description of the significant accounting policies. .

Basis for opinion . :
We conducted our audit in accordance with Internatlonal Standards on Audmng (UK) (“ISAs (UK)") and applicable law. Our
responsibilities under ISAs (UK) are further described in the Auditors’ responsibitities for the audit of the financial statements
section of our report. We believe that the audit evrdence we have obtanned is sufficient and appropriate to provide a basis for
our opinion.

Independence : :

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which.includes the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsrbllmes in accordance with these requrrements

Conclusions relating to gomg concern
We have nothing to report in respect of the following matters in relatlon to which ISAs (UK) require us to report to you where
« the directors’ use of the going concern basis of accounting in the preparatlon of the financial statements is not
appropriate; or
e the directors have not disclosed in the financial statements any identified material uncertainties that may cast
- significant doubt about the company's ability to continue'to adopt the going concern basis of accounting for a perlod
of at least twelve months from the date when the financial statements are authorised for i issue.

However, because not all future events or condltlons can be predicted, this statement is not a guarantee as to the company’s
ability to continue as a going concern.

Reportlng on other |nformat|on

"The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’ report thereon. The'directors are responsible for the other information. Our opinion on the financial statements does
not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise
explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the -other information is materially inconsistent with the financial statements or our knowledge obtained in
the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. If, based on the-work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report based
on these responsibilities

With respect to the Strateglc Report and Report of the Directors, we also considered whether the disclosures requned by the
UK Compames Act 2006 have been included.

. Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK) requrre us also
to report certain opmlons and matters as described below.

Strategic Report and Report of the Directors

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strateg|c Report and Report of the
Directors for the year ended 31 December 2019 is consistent with the financial statements and has been

11



Vale Europe Limited
Independent Auditor's Report to the Members of

Vale Europe Limited

K

prepared in accordance with applicable legal requirements ‘ i
In light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we did
not identify any material misstatements in the Strategic Report and Report of the Directors.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements :

As explained more fully in the Statement of Directors' Responsibilities set out on page 10, the directors are responsible for

the preparation of the financial statements in accordance with the appllcab|e framewark and for being satisfied that they give

a true and fair view. The directors are also responsible for such internal control as they determine is necessary to enable the

preparation of financial statements that are free from material misstatement, whether due to fraud or érror.

In preparing the financial statements, the directors are responsible for assessing the ,company’s ability to continue as a going

concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Audltors responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an-auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they couid reasonably be expected to mfluence the economic decisions of users’
taken on the basis of these financial statements. :
A further description of our responsibilities for the audit of the financial statements is Iocated on the FRC’s website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance wuth
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do.not, in giving these opinions; accept or
assume respon5|blllty for any other purpose or to any otheér person to whom this report is shown or into whose hands it may
come save where’ expressly agreed by our prior consent in writing.

Other required reporting ' ' : . r

Companies Act 2006 exception repomng
Under the Companies Act 2006 we are required to report to you if, in our oplnlon
e we have not received all the information and explanations we require for our audit; or
¢ adequate accounting records have not been kept by the company, or returns adequate for our audit have not been
received from branches not visited by us; or
e certain disclosures of directors’ remuneration specified by law are not made; or
« _the financial statements are not.in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility

Stuart Couch (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
One Kingsway

Cardiff
CF10 3PW
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. TURNOVER
Cost of sales
GROSS PROFIT
Distribution costs
Administrative expenses
OPERATING PROFIT

" Interest receivable and similar income
Amounts written off investments

Interest payable and similar expenseé

PROFIT BEFORE TAXATION
Tax on profit :

PROFIT FOR THE FINANCIAL YEAR

The notes form part of these financial staterhents

V.ale' Eu'd"og‘e Limited
Income Statement .
for the Year Ended 31 December.2019
2019
~ Continuing
Notes o : £'000

-5 - 57,675

53,440

4,235

(31)
(644)

3,560
7 o 3514

8 o 1.332) -

9 - 5,742
10 (1.304)

4,438

13

2019

. Discontinued

£:000

1,812
- 507

2,319
51.388

53,707

53,707
(6.851)

46,856

. 50,744

2019
" Total
£'000

59,487 .
(52,933)

6,554

(31)

57,267

3514

(1,332)

59,449°
(8.155) -

51,294



TURNOVER
Cost of sales .

GROSS PROFIT
" Distribution costs

Administrative expenses

OPERATING PROFIT

" Interest receivable and similar income
- Amounts written off investments

Interest payable and similar expenses

PROFiT BEFORE TAXATION
Tax on profit

PROFIT FOR THE FINANCIAL YEAR

The notes form part of

Vale Europe Limitec}

. income 'Sgglemg'nt
for the Year Ended 31 December 2019

2018

Continuing..

Notes } £000

5 . 60,425
' (31.355)

- 129,070

(57)
(286)

28,727
7 1,845

8 ’ (935)
9 29,637
10 (1,428)

.14

these financial statements

2018
Discontinued
£'000

85443
 (78.204)

7,239
(74)
(4.895)
2,270
135

- 2,405

(1.406)

999

2018
Total
£'000

- 145,868

(109.559)
36,309

(131)

- _(5.181)

30,997,

1,880

___(935)

32,042 |
(2,839

29.208



Vale Eurgpe Limited

Statement of Comprehensive Incomg
for the Year Ended 31~Dgg’ ember 2019

2019 ‘ . 2018

Notes . T £000 ‘ -£'000
PROFIT FOR THE YEAR ’ : 51,294 ’ 29,208
OTHER COMPREHENSIVE INCOME . o :
Actuarial gain on pension scheme ’ . ) 5680 - -~ 3,844
Deferred tax movement relating to other ] .
comprehensive income . (314) : ) ’ (849)

" OTHER COMPREHENSIVE INCOME FOR . .

THE YEAR, NET OF INCOME TAX ) . . 5,376 .. 2995
TOTAL COMPREHENSIVE INCOME FOR THE - . ,
YEAR . 56,670 . 32,203

. : 15 .
The notes farm part of these financial statements



Vale Europe !.imited (Reqistered number: 00137114}

) Notes
FIXED ASSETS o
Tangible assels ' 11
Investments . ) 12
CURRENT ASSETS |
Stocks - - 13
Debtors . . 14
Cash at bank
CREDITORS :

. Amounts falling due within one year 15
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES
' PROVISIONS FOR LIABILITIES 17

PENSION LIABILITY - ‘ .19
NET ASSETS

CAPITAL AND RESERVES

Called up share capital - . 18-

Share premium
Retained sarnings/(Accumulated losses)

SHAREHOLDERS' FUNDS

- behalf by:

2

(GNP
s DWOW ......

~

Balance Sheet
December 2019
2019

£000 £000

36,573

215

36,788
2,861
234,066
4,821
241,748
24914

216,834

253,622

(145,157)

6,048)

102,417

35,500

32,393

34,524

102,417

" 16

The notes form part of these financial statements

2018 )
£'000 £'000

32,878
215

33,003
2,808
145,289
_22.840
170,937
10850
159,987
193,080
(130,334)
(16.999)
35747

* (22.146)
45,747

O e and were signed on its



'Vale Europe Limited

‘Statement of Changes in Eghily L
for.the Year Ended 31 December 2019

Called up - .
share - - Retained Share ‘Total
b capital . eamings - premium equity
£'000 £'000 £000 . £000
Balance at 1 Jaquary 2018 ' ) ' ) A 35,500 (54,349) © 32,393 13,544
Changes in equity ' i T ' ‘ -
Profit for the year . - - 29,208 . - 29,208
Other comprehensive income for the year; net . o :
of incame tax ' - 2,995 - 2,995
Other Comprehensive :n_i:omé, . 35.500 _(51.354) 32,393 __ . - 16,539
Balance at 31 December 2018 . 35,500 (22.146) . 32,393 45,747 -
Changes in equity : , ’ . '
Profit for the year ) : - 51,294 - 51,294
.. Other comprehensive income for the year néet . :
of income tax L ) . - 5.376 - 5.376. .
Balance at 31 December 2019 : o 35500 _ - 34.524 - 32.393 102,417
r
- - 17

- The notes form part of these financial statements -



Vale Europe Limited

Nofes to the Financial Statements
for the Year Ended 31 December 2019

STATUTORY INFORMATION

Vale Europe Limited is a .pnvate company, limited by shares and is- mcorporated in the United Kingdom R is
domicited in England and Wales, registration number 00137114. The address of the regtstered office is Suite 1, 3rd
Floor, 11-12 St. James's Square, London SW1Y 4LB.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with Financial Reporling Standard 102 “The Financial
'Reporting Standard appltcable in the UK and Repubhc of Ireland” and the Companies Act 2006.

ACCOUNTING POLICIES

The principal accaunting policies applied in the preparatlon of these financial statements are set out below. These
policies have been consistently applied to all the years presented uniess otherwise stated. The company has adopted
FRS 102 in these financial statements.

Basis of preparing the financial statements
" The fmancnal statements have been prepared under the htstoncal cost convention.

The financial statements contain informalion about Vale Europe Limited as an individual company and do not contain
consolidated financial information as the intermediate parent of a group. The company is exempt under the
provisions of S401 of the Companies Act 2006 from. the requirement to prepare consalidated financial statements as

it and its subsidiary undertakings are included by full consolidation in the consolidated financial statements of its .
ultimate parent, Vale S.A., a company incorporated in Brazil.

Going concern
The company’s business acttvmes together with the factors Itkely to affect its future development and position, are
set out in more detail in the Report of the Directors on pages 8 and 9. In summary, Vale Europe has a tolling’
agreement with Vale Canada and under this agreement the operational expenses are raimbursed by Vale Canada .
. along with an additional tolling fee. The only situation in which Vale Canada would not make a payment is if it
declares force majeure. Therefore, the main risk to Vale Europe continuing as a Going Concern is the ability of Vale
Canada to continue fulfilling the tolling agreement, which even based on our assessment of the current unusual
market factors is considered unlikely.

. The company has significant financial resources and the directors believe that the company will be able to manage its -
business risks successfully despite the current economic out!ook

The directors have a reasonable expectation that the company has adequate resources to continue in business for
the foreseeable future. Thus they continue to adopt the going concern basis of accounting in preparing the financial -
statements,

Ftnanclal Reportlng Standard 102 - reduced disclosure exemptlons
The company has taken advantage of the following disclosure exemptions in preparing these financial statements as
permitted by FRS 102 "The Financial Reporting Standard applicable in the UK and Republic of Ireland™

- the requirements of Section 4 Statement of Fnancrat Position paragraph 4.12(a)iv), -

- the requirements of Section 7 Statement of Cash Flows;

- the requirements of Section 11 Financial Instruments paragraphs 11. 3910 11.48A;-

-- the requirements of Section 12 Other Financial Instruments paragraphs 12.26 to 12.29;
- the requirement of Section 33 Related Party Disclosures paragraph 33.7.

Revenue recognttion
Turnaver Is measured at_the fair value of the consideration received or receivable, excluding discounts, rebates,
. value added tax and other sales taxes.

Tumover eompnses income from tolltng arrangements relating to intergroup metal proeessrng, and is recognised ona
straight line basis over the period of the agreements. .

18 .

continued...



Vale Europe Limited

Notes to the Financial Statements - continued
for the Year End 1 December 2019

ACCOUNTING POLICIES - continued

Fixed assets C

The.cost of fixed assels is their purchase cast, together with any |nc1denta| cost of acquisition. Land and buildings
cost includes capitalised elements of the decommissioning and closure provision which relate to the dismantling and
removal of relevant asselts. Changes in the estimate of these costs are recognised lhrough fixed assets.

Depreciation Is calculated so as to write off the cost of tangible fixed assels less their esumaled residual values, on a
straight line basis over the expected useful economic lives of the assets concemed. The principal annual rates used
- for this purpose are:

Land and buildings -2.5- 10%

Plant and machinery -4 -20% )

le(ures fittings, tools and eq\.nprnent 4 14% . ;

Freehold land is not depteualed

Assets in the course "of construction include costs incurred in the design and planning of assets prior to the
commencement of their construction, where the consiruction of the asset can be anticipated with reasonable
certainty.’ .

Impalrment of value ' : ‘
At each reporting date fixed assets and investments are reviewed to delermine whether there is any indication 1hat .
those assetsfinvesiments have suffered an impairment loss. If there is an indication of possible impairment, the
recoverable amount of any affected asset/investment is estimated and compared with its carrying amount.. if the
estimated recoverable amount is lower, the carrying amount is reduced to its estimated amount, and an lmpairmenl
loss is recogmsed |mmed|ately inthe prof it and loss account. '

If an impairment loss subsequently reverses, the carrying amount of the asset/investment is increased to the revised
estimate of its recoverable amount, but not in excess of the amount that would have been determined had no
impairment loss’ been recognised for the asselinvestment in prior years. A reversal of an impairment loss Is
recognised immediately in the profit and loss account. - .

Stocks ' -

- Stocks are valued at the lower of cost and estimated selling price less costs to sell. Cost includes ari appropriate
share of production overheads and are assigned to individual items of stock on the basis of wexghted average cosls
method. At the end of the reporting period, net realisable value of stocks are assessed and a provision for losses on
obsolete or slow-moving stock may be recognised. :

Taxatlon ) ’
Taxation for the year comprises current and deferred tax. Tax is recognised in the Income Slatemem except fo the
extent that it relates to items recognlsed in other comprehenswe income or dlrecﬂy in equity.

Curtent or deferred taxation assets and |IabI|llIeS are not discounted.

'Current tax is recognised at the arnount of tax payable using the tax rates and laws that have been enacted or
substantively enacted by the balance sheet date.

Deferred Taxation
Deferred tax is recognlsed in respect of all timing differences lhat have originated bul not reversed at the balance
sheet date. .

T:mlng differences-arise from the inclusion of income and expenses in tax assessments in periods different from
those in which they are recognised in financial statements. Deferred tax is measured using tax rales and laws that
have been enacted or substantively enacted by the year end and thal are expected to apply to lhe reversal of the
timing difference.

Unrelieved tax losses an;i other deferred tax assets are recognised only to the extent that it is probable that they will
be recovered against the reversal of deferred tax liabilities or other future taxable profits.
' 19 ‘
continued...



Vale Europe Limited

Notes to the Financial Statements - continued
for the Year Ended 31 December 2019

ACCOUNTING POLICIES - continued

Research and development )
Research and development costs are charged to the profit and loss account as incurred.

Exchange ratas

Transactions in foreign currencies are translated into sterling at the foreign exchange rate ruling al the-date of the
transaction. Assets and liabilities in foreign currencies are translated into sterling at rates. ruling at the year end.
Exchange differences are taken to the profit and loss account.

Pension costs . '

" The company operates a defined benefit scheme. Pension scheme assels are measured using market value
Pension scheme liabilities are measured using the projected unit actuarial method and are discounted at the current
rate of return on a high quality corporate bond of equivalent terms and currency to the liability. The difference
between the market value of the assets of the scheme and the present value of the accrued pension liabilities are

- shown as a liability on the balance sheet and is presented separately after other net asselson the face of the balance
sheet.

The increase in the present value of the liabilities of the company's defined benef t pension scheme expected to arise
from employee service in the penod is charged to operatmg profit,

The expected retum on'the schemes assets and the Increase during the year in the present value of the schemes’
liabilities arising from the passage of time are included in other finance income. Actuarial gains and losses are
recognised in the other comprehensive income statement.

Pension schemes’ surpluses, to the extent that they are considered recoverable or deficits are recognised in full and
presented on the face of the balance sheet.

The company operates a defined contribution plan. This is a post-employment benefit plan under which the company
pays fixed contributions into a separate entity and will have no legal or constructive obligation to pay further amounts.
Obligations for contributions to defined contribution pension plans are recognised as an expense in the prof it and loss
acoount in the periods during which services are rendered by employees.

Baslc financial Instruments
1. Trade and.other debtors / creditors
"« Trade and other debtors are recognised initially at transaction price less attnbu(able transactxon costs.
« Trade and other creditors ara recognised initially at transaction price plus attributable transaction costs.
« Subsequent lo inilial recognition they are measured at amortized cost using the effective interest
method, less any impairment losses in the case of trade debtors.

2. Cash and cash equivalents
» . Cash and cash equivalents comprise cash balances and call deposits.

Investments . )
" Investments are stated at cost less any provision for impairment.

continued...



Vale Europe Limited

Notes to the Financia| Statements - confinued
for the Year Encsed 31 December 2019 -

ACCOUNTING POLICIES - contlnuad

Provisions . )

Provisions are recognised only when there is a present obllgatlon (fegat or construclwe) tesumng from a past event
and it is probable that the setllement of this obligation will result in an outflow of rasources, and the amount of the
obligation can be reasonably estimated. Provisions are measured at the present value of the expendilure expected
to be required to settle an obligation using a pre-tax rate which reflects current market assessments of the time value
of money and risks specific to the obligation. .

Provision obligations relating to the initial amount or ‘the cost of the d;smantlmg and removal of fixed assets that do
not relate to pmductlon are included in the.cost of the asset; other provismn obligations are expensed.

Provisions are recognised for annual leave accrued by employees as a result of services rendered in the current
period, and which employees are entitled to carry forward and use wuhm the next 12 months. The provision ‘is
measured at the salary cost payable for the periad of absence. .

Discontinued operations
Discontinued operations are componenis of the company that have been closed down and are part of a single co- °
ordinated plan lo dispose of a'separate major Ilne of business or geographxcal area of operation. )

>They are included in the profit and loss account in a separate column for the current period., and re-presented for the
prior period so that the disclosure relates to all operauons that have been discontinued by the end of the _reporting
period.

. ACCOUNTING ESTIMATES AND JUDGEMEN’I’S

: ln preparing these financial statements, lhe company has made judgements, esllmates and assumpttons that affect .
. the application of the accounting policies and the reported amounts of asselts, liabitities, income and expenses. Actual
results may differ from these estimates. Estimates and underlying assumptlons are reviewed on an ongomg basis.
Rewsmns to estimates are recognised prospectively.

Key Estimates and assumphons have been made in the following areas:

Usaful life of tanglble assets - this has been based on past experience of the life of an asset.
Shalf life of stock - this has been based on a review of the items and condition.

Deferred tax asset - this has been based on a review of the balance:

*. Decommissioning and closure provision - this has been based on a decommissioning plan prepared by extemal

experts every 5 years..In addition the timing of the cash flows and discgunt rates used to estabhsh net present value
of the obligations require management’s ;udgement for mare detail sea nate 17.

TURNOVER

The turmover and profit before taxation are attributable to the one principal activity of the company.
An analysis of tumover by class of business is given below:

2019 ' 2018
) : £000 £000

Nickel, platinum group metals . : 59,487 145,868
‘ ' 50487  145.868

An analysis of tumover by geographical market is given below: .

: 2019 . 2018

. . . £'000 £000
Europe - o 2,189 38,587

Asia . . . . - . 1,857 -
Americas . : 57,328 105,411
Other . . : ‘ ' A : - 13
' 50,487 145,868

2
: continued...



" Vale Europe Limited
Notes to the Financial Staierﬁenls - continued
 for thg Year Ended 31 December 2019
EMF;LOYEES AND DIRECTORS

Wages and salaries
Social security costs
Other pension costs

The monthly average numbér of employees during fhe year was as f{ollows:

Niékel. platinum group metals

Directors' remuneration )
Directors’ long term incentive schemes /

The numbér of directors to whom retlirement benefits were abcruing was as followé:

Money purchase schemes
Defined benefit schemes

‘lnformalion regarding the highest‘ paid director is as follows:

Emoluments atc’

INTEREST RECEIVABLE AND SIMILAR INCOME .

Interest receivable from group undertakings’
Interest receivable from third parties -

22

2019 2018
£000 £000
10,908 14,043
1,331 1.912
2.686 4.279
14,925 20,234
2019 2018
221 224
2019 2018
e - £

213,728 535,016

. 24,703
2019 2018
2 2
— —2

2019 2018
£ £

140,404 209,353

2019 " 2018
£'000 £'000
3,431 1,832

83 148
3,514 1,980

' continued...
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Vale Europe Limited

Notes to the Financial Statements - continued-

for the Year Ended 31 Decembgr 2019
INTEREST.PAYABLE AND SIMILAR EXPENSES

UK corporation tax has been charged at 19% (2018 - 19%).

23

2019 2018
£'000 £'000
. 2 ’
Inlerest on pension scheme liabilities ' . 5,087 4,801
Expected retumn on pension scheme assets . (4.295) (3,867)
Net interest expense on net defi ned benef t pension hablhly( note 18 ) 7@2 934
Other charges - ) - 351 :
lnlerest paid to group undertaklngs - "~ 189 -
1,332 935
" PROFIT BEFORE TAXATION
Profit/(loss) before taxation is stateﬂ after charging/(crediting) the following amounts:
2019 2018
£000 £000
Depreciation (owned assets) ’ ' 2261 2914
Hire of plant and machinery - operating Ieases . ’ 474 442
Foreign exchange loss 344 2,102
Profit on disposal of fixed assets : profit on sale of Acton . (66,989) -
Costs assaciated with decommissioning : 25,209 (17,288)
Auditor's remuneration: . . )
Audit of these financial Statements : , - 80 84
Audit of UK Pension Scheme 16 10
TAX ON PROFIT
Analysis of the tax charge
The tax charge on the profit for the year was as follows: )
. ) 2019 2018
] £'000 £'000
Current tax: . )
UK corporation tax ' . .- 6,850 1,671
Adjustment in respect of ) ' L
prior period - : . (99) 198
Total current tax A , o 6,751 1,869
Deferred tax : ' ‘ *1,404 965
.Tax on profit - . : : ‘ 8.155 2,834

continued...

.



10.

Vale Europe Limiged

.

Notes to the Financial Statements - continued

for the Year Ended 31 December 2019

TAX ON PROFIT - continued

Reconciliation of total tax charge included In profit and loss

The tax assessed for the year is lower than the standard rate of corporahon tax in the UK.

below:.

"Profit before tax

19% (2018 - 19%)

Effects of: ' :

Expenses not deductible for tax purposes

Utilisation of tax losses

Adjustments to tax charge in respect of prewous periods
Tax on losses carried forward

Adjustment for deferred tax

. Total tax charge

Tax éﬂects relating to effacts of other comprehansive income

Actuarial gain/ (foss}) on pension scheme '

Actuarial gain/ (loss) on pension scheme

The current UK tax rate that has been used for the period is 19%.

. Profit before tax multiplied by the standard rate of corporation tax in the UK of

Gross
£'000
5,680

- Gross
£000

3,844

2019
'£'000
59,449

11,285

(607)
(3,984)
(99)
146
1,404

8,155

2019
Tax
£000

(314)

2018
Tax
£:000

(849)

The difference is explained

2018
£'000

32,042
—

6,088 -

“(4,417)

198

‘965.
2.834

Nel
£000
5,376 -

Net

- £'000

2,995

A reducllon in the UK corporaluon {ax rate frorn 20% to 18% (effective from 1 April 2020) was substantively enacted
on 26 October 2015. Further reductions to 17% (effective April 2020) was substantively enacted on 6 September
2016. This will reduce the company’s future current tax charge accordingly. In March 2019 the tax rate was revised
back up to 19% but this is a non adjusting PBSE. The deferred tax asset at 31 December 2019 has been calculated

based on rate of 17%.

24

continued...
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12,

.TANGIBLE FIXED ASSETS .

COST :
At 1 January 2019

‘Additions

Disposals .
Reclassification/transfer

At 31 December 2019
DEPRECIATION

At 1 January 2019
Charge for year
Disposals

At 31 December 2019

NET BOOK VALUE
A1 31 December 2019

Al 31 December 2018 .

INVESTMENTS

Vale Eurdge Limited -

Nates to the Financial Statements - continued

for the Year Ended 31 December 2019 -

Freehold -
property

-£'000
35,185

_(4,001)
4,371

35,465

29,866
408

(4.018)
_26.256

9.209

5319

Investment in subsidiary undeﬂakingé:

Cost and net book value’
at 31 December 2018 and
31 December 2019

- Fixtures

Plant and ~ and
machinery fittings
£'000 _£'000
104,776 7567
(33,511)- (2.187)
2,069 477
73,334 - 5,857
81,440 " 4,789
1.503 - 350
(33,511) ° _(2.187)
49,432 2,952
23,902 12,905
" 23,336 2,778

o

Assels in

course of ' *
* construction - - Totals
£000 "£'000
1,445 148973 -
6,029 6,029
. (39.789)
(6.917) -
557 - 115213
- 116,085
- 2,261
- (39.716)
- . 78640
557 . 36,573
1445 32,878
Subsidiary-
undertaking -
£'000
215

At 31 December 2019 the company's investment in subsidiéry undertakings comprised the following:

Vale Talwan Ltd

Country of

" incorporation

Taiwan

' Business
_activity

Nickel Refining

Nat Habilities at

Ordinary Loss year to
Shares . 31 Decamber 31 December
.2019 2019
% £'000 £000 -
100 (2,463) - (414)

In the opinion of the diréctors. the investment in Vale Taiwan Limited is not worth less thal its carrying value in'the

financial statements.

Address — No.40, Xingye Rd., Kaohsiung City, 83162, Taiwan

25

continued...
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Vale Europe Limited '

Notes 1o the Financial Statements - continued
for the Year Ended 31 December 2018 -

STOCKS

" Stocks ‘

In"the opinion of the directors there is no matenal difference between the stated
replacement value, : .

: DEBTORS: AMOUNTS FALLING DUE WITHIN'ONE YEAR

Trade debtors

Amaunts owed by group underlaklngs
Other debtors

Corporation Tax Debtor

Deferred tax asset

VAT

2019
£'000

2,861 -

2018
£'000
" 2,808

-

<

amount of stocks and their

2019 2018

£000 £'000°

. 44 44

221,408 125,912

5 399

- 409

70 1,788
12,539 16,737

234,066 145,289

Amounts owed by group undertakings includes loans made to Vale Canada Limited of £209m (2018: £‘117m).h The
loans are considered short term, repayable on demand and accrue interest of 1% above base rate annually.

" The elements of deferred tax asset are as follows:

Difference between accumulated deprec:auon and amortisation and
capital allowances .

Other timing differences

Deferred tax on pension liability

2019
£000

1,215
(257)
(1028)

2018
~ £000

1,358

(257)
{2.8%0)

Deferred tax asset_A.

(70)

 (1,788).

The movement on the deferred tax asse( in retation to the pension
liability is set out below:

At 1 January 2019
Charged to the profit and lass account during the year
Charged to the other comprehensive statement

At 31 December 2019

26

Deferred tax
on pension
liabitity

£000 -

(2,890)
1,548
. 314

' (1,028)

continued...
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Vale Europe Limit

Notes to the Financial Statements - continued
for the Year Ended 31 December 2019

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR L :
: . o 2019 2018

o , £'000 £000
Trade creditors ’ : . . 2,102 - 2,371
Corporation Tax Creditor. . ) 1,738 -
-Amounts owed to group undertakings ) ’ i 12,114 114 -

. -Taxation and social security . . 635 801
Other creditors ‘ ) 6,546 7.664
Deferred government grants . - 1,779 . -

24.914 10,950
LEASING AGREEMENTS ) . . . o
At 31 December 2019 the company has non-canceltable, operating lease commitments payable as follows:
' © 2019 . 2018
- ’ . © £'000 £'000
_ Within one year - , s ) 309 B Y
* Within two to five years ' 961 961
After five years . : ; - 21 o 392 -
"~ 1,481 . 1,724
Further capital expenditure not provided in financial sta{ements:
2019 2018
£000 _£'000 -

Contracts placed ' ' 17,656 3,336

27 ‘
: continued...
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Vale Europe Limited

Notes fo the Financial Statements - continued

for the Year Ended 3 ber 2019
PROVISIONS FOR LIABILITIES
. _Decommissioning ’ Holiday Total
and closure Pay
. £'000 £'000 £'000
At 1 January 2019 ' 130,155 179 . 130,334
Utilised during the year (10,008) (34) (10,042)
Charged to the profit and loss account: ) .
Change in estimate of obligation - 24,927 - T 24,927
Deducted from cost of fixed asset; - : (62) - (62)
A1 31 December 2019 . - Py © . 145,012 145 145,157
/

The decommlssuonmg and closure provision relates to the environmental clean-up and decommissioning costs that
the Company will incur upon closure of the sites. The discount rates used in discounting the decommissioning and
closure provision to its present value is 0%, reflecting a risk free rate that matches the expected tlmmg of the msh—

flows.

The Aclon site is in the decommissioning process and due to be completed by early 2021.

The Clydach site is based on the Life of Mine plan created by Vale Canada Limited and refiects the cost of retuming
the site to a condition to be used for industrial usage. That plan would include demolishing most of the bunldmgs on

site and remedialing the land to a standard agreed with National Resources Wales.

The holiday pay provision represents holiday balances accrued as a result of services rendered in the current period
and which employees are entitled to carry forward. The provision Is measured as the salary cost payable for the

period of absence.

2018
£'000
35,500

CALLED UP SHARE CAPITAL‘
There is a single class of ordinary shares There are no resmcuons on the d:smbuuon of dividends and the
repayment of capital. \
Allotted, issued and fully paxd » . '
Number . Class: Nomina$ - 2019

value: ’ £'000
71,000,000 (2018: 71,000,000} Ofdinary ) 50p - 35,500
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Vale Europe Limited

‘Nol&s io the Financial Statements - continued
] for the Year Ended 31 December 2019
PENSION LIABILITY '
Defined benefit scheme
The company sponsors a defined benefit pension scheme (the Vale Edr_opé Pension Plan) for its employees in the
UK. The Scheme is funded by payment of contributions from the company to a trustee administered fund. Benefits
were built up in the Scheme during the year on a "final earnings" basis, whereby the associated pension benefits are
calculated with reference to a member's Final Pensionable Earnings at retirement or on leaving the Scheme, if
earlier.

On leaving the Scheme the benefits allow for revaluation to retirement in line with pn’ce inflation as measured by the

Retall Prices Index, subject to a maximum of 5% per annum compound. In addition o the benefits under the Plan,

the company pays discretionary pension increases diractly to certain pensioners. The present values of these
discretionary pensions are |ncluded in these disclosures; as are the payments and correspondmg company
contributions.

The last full actuarial valuation was for 31st December 2018 The valuation was eompleled and submmed to the

regula(or on 31 March 2020

N ' ' : T ' L2018 - - 2018
: ' £000 £'000
Present value of furided defined benefits obligétions 188,892 178,025
Fair value of plan assets o (182,844) _{161,026)
Deficit. - h : 6.048 16,999
Movement in pfesent value of defined benefit obligation ’ 2019 2018
: : £'000 . E'000
At 1 January ‘ » ) 178,025 186,446
Service cost t ' . . o 2,406 3,970
- Interest cost C . 5,087 - 4,801
. Actuarial losses and (gains) 11,025 (9.607)
Benefits paid . ) . . o (7.651) - (7.585)
At 31 December ' . : 188,892 . 178.025
Movement'in fair vaiue of plan assets ) 2019 2018
’ ‘ - : £'000 £'000.
At 1 January _ _ 161,026 160,995
Expected return on plan assets ] . . . 4,295 3,867 -
Actuarial gain / (fosses) : .o 16,715 (5,763)
- Contributions by employer - . ‘ 8,459 ) 9,552
Benéﬁls paid - S ' (7.651) ’ (7,585) .
At 31 December : ‘ ) . 182,844 161,026
Expense recognised in the profit and loss account ' -2019 2018
: : ' ) : : © £'000 ‘ £'000
Current service cost : ' 2,406 3,970
Net interest on defined beneﬁt Ilablllty . - 792 . 934
Total | : . _ ' ' 3,198 4,504

3
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R ' Notes lo the Financial Statements - continued - .
. . for the Year Ended 31 December 2019

" PENSION LIABILITY (Cont.)

The.total amount recognised in the other comprehensive income slatement in r&spect of acluanal galns and losses is
£5,690,000 gain (2018: £3,844,000). - .

* Cumulative actuarial losses reported in the other comprehensive income statement are £99,684000 (2018:
£105,384,000).
The major categories of scheme assels as a percentage of total scheme assels are:

2019 2018
Equities ' . 44.0% 40.3%
Fixed interest gills . . : . : 10.4% 19.9%
Index-Linked gilts - ' 17.5% 10.2%
Comporate bonds . ' : 28.1% _ 29.6%
100% .  100%
£'000 £'000
Actual return on schgme éssets ‘ ) ‘ . _ ‘ 21,010 (1,896)
Principal assumptions
The principal actuarial assumptions at the balance sheet date were:
‘ ' 2019 2018
DiscountRate - a - 210% . 2.90%
Interest on assets - T 2.10% - 2.60%

- Inflation (RPI) o . 3.15% : - 3.55%
Inflation (CPI) . 2,25% i 2.55%
Rate of increase of salanes : ] 3.90% 4.30%
Rate of increase of pensions in payment: o : . i

" Fixed . ) » -0.00% . 0.00%
RPI (Max 5%) . 3.05% . 3.40%
RPI (Max 2.5%) o , . 2.20% ) 2.35%
Pre-retirement mortality : : S2 PA YOB, CMI 2018 Rate of $2 PA YOB, CMI 2017 Rate of

. . ) o . improvement of 1.25% Pa for improvement of 1.25% Pa for
males and41% pa for females males and 1% pa for females_
A g . g 2

Post retirement mortality ‘ ) S2 PA YOB, CM! 2018 rate of $2 PA YOB; CMI 2017 rate of
improvement of 1.25% pa for improvement of 1.25% pa for
males and 1% pa for females males and 1% pa for females

Withdrawals ~ o Scheme scale . Scheme scale

. Members are assumed {0 Members are assumed to

Cash Commutation™ - . - commute pension benefits at commute pension benefits at

retirement for cash lump sums  retirement for cash lump sums
equal to 75% of the maximum equal to 75% of the maximum
permmed ) permitted

continued...
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19 PENSION LIABILITY {Cont.)

.20,

Daﬂned contrlbutlon schema

The company operates a defined contribution pension scheme. The pension cost charge for the period represents
contributions payable by the company 1o the scheme and amounted to £244,037 (2018: £230,584).

IMMEDIATE AND ULTIMATE PARENT UNDERTAKING

The immediate parent undertaking Is Vale Inco Europe Holdings. The ultimate parent undertaking and contmlhng
party is Vale S.A., a company incorporated in Brazil.

Vale S.A. is the parent undertaking of the largest groub of undertakings to consolidate these financial statements at
31 December 2019.. The consolidated financial statements of Vale S.A. can be obtained from Vale S.A. Praia De
Botafogo 186 Offices 701 - 1901, Botafogo 22250-145, Rio de Janeiro, Brazil. ‘

Vale Canada Limited is the parent undertaking of the smallest group of undertakings to consolidate these financial
statements. Address - 200 Bay Stteet Royal Bank Plaza, Suite 1600, South Tower, P.O. Box 70 Toronto, Ontario
MSJ 2K2 Canada

'



