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Our business areas are now well positioned

to face the competition, but we must bear in
ContentS mind that our competitive environment is also

in continuous change. We will continue to make

determined progress. | believe Kemira’s future will

be interesting and full of opportunities. By seizing

Profile of Kemira these opportunities, we will be able to achieve
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Year 2007 in brief

In 2007, Kemira recorded revenue of EUR 2,810.2 million and posted an
operating profit of EUR 174.6™ million. Earnings per share were EUR 0.75" and
the return on capital employed (ROCE) 8.7%%. On December 31, 2007 the
company had a payroll of 10,007 employees. The Board of Directors proposes
that a per-share dividend of EUR 0.50 be paid for 2007.

* excluding non-recurring items

B Revenue up by 11% I Profitability improvement continues
Kemira’s revenue in 2007 was EUR 2,810.2 We will continue to pursue continued improvements
million, up by 11% compared to the previous year. in profitability and earnings per share. Our strategic
Acquisitions accounted for EUR 314.9 million of objectives focus on the transformation from a
growth in revenue. Divestments eroded revenue product supplier to a customer segment specific
by EUR 26,9 million. solutions provider.
Revenue EPS/ROCE Cash flow*
EUR million EUR % EUR million
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B Revenue W EPS * After investments
MW Share of discontinued W Share of non-recurring items of EPS excl. acquisitions
operations = ROCE exluding non-recurring items
and discontinued operations
Key figures
EUR million 2007 2006 Change, %
Revenue 2,810.2 2,522.5 11
Operating profit 143.1 193.7 -26
Operating profit, excluding non-recurring items 174.6 170.5 2
Operating profit, % excluding non-recurring items 6.2 6.8
Profit before tax 93.3 154.2 -39
Net profit 67.5 112.2 -40
EPS, EUR 0.53 0.90 =40
EPS, EUR, excluding non-recurring items 0.75 0.71 6
ROCE, 9% * 7.1 10.2
ROCE, % *, excluding non-recurring items 8.7 9.0
Cash flow after capital expenditure, excluding acquisitions -82.5 155.0 -153
Equity ratio, % 38.6 39.2
Gearing, % 92.3 76.4
Personnel at year-end 10,007 9327 7
“12-month rolling average
Since all figures in this Annual Report have been rounded, the sum of individual figures
may deviate from the presented sums.




Kemira provides products, applications and solutions for the pulp and paper industry
as well as for water treatment, the paint business and the chemical industry. Our four
business areas serve mainly companies.
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Kemira in brief

Kemira is seeking to be a group of global and
leading chemical businesses with unique positions
in selected customer segments. Kemira’s four
business areas, Kemira Pulp&Paper, Kemira Water,
Kemira Specialty and Kemira Coatings, provide
customers with complete solutions, expertise

and premium quality products. Kemira serves the
pulp and paper industry, water treatment, paint
business and chemical industry.

Kemira

Major changes

Harri Kerminen new President and CEO

In January 1, 2008, Harri Kerminen took over the
position of Kemira’s President and CEO. On the same
date, Lasse Kurkilahti assumed the position of Senior
Advisor to Kemira’s Board of Directors and will remain

in that position until the end of the first quarter of 2008.
Redefining the strategic objectives

Towards the end of the year 2007, we started a
strategic review whose purpose is to enhance Kemira’s
profitability and secure future growth. The overall
review results will be ready during the first half of the
year 2008.

Investing in emerging markets

In 2007, we strengthened our presence in emerging
markets. We expanded our water treatment chemicals
business in Brazil. In China, we set up a paint
distribution company and opened a technology center

specializing in the pulp and paper industry.

Changes in ownership and
Board of Directors

Finnish Oras Invest group became Kemira’s major
shareholder after the Finnish State sold 32.1 per cent
of its company shares. In an Extraordinary General
Meeting held on October 4, 2007, Pekka Paasikivi
was elected the new Chairman and Juha Laaksonen a
new member of the Board of Directors. The EGM also

decided to dissolve the Supervisory Board.



Strategy

Focus on a stronger customer-driven approach

Our strategic objectives emphasize the transformation process from a
product supplier to a customer segment specific solutions provider.

2 Kemira 2007



Kemira’s objective is to become a global group of leading
chemical businesses with a unique competitive position
based on a customer segment driven approach and a high
degree of mutual synergy. We will place special emphasis on
changing our operating model, in other words transforming
from a product supplier into a customer segment specific
solutions provider, and on expediting the commercial launch
of new products and services.

Profitability improvement the key guideline

The most important objectives guiding our operations are
continuous profitability improvement and shareholder value
creation. We aim to continuously show a positive net cash
flow after capital expenditure and dividends paid, excluding
company acquisitions and to increase the return on capital
employed (ROCE). We aim to increase shareholder value in
terms of both dividends paid out and higher share prices.

Growth from new markets and solutions

In line with our strategy, we focus on carefully specified
customer segments. Our key priorities include strengthen-
ing customer relationships and a geographic expansion

into emerging markets. We seek a competitive advantage
derived from an efficient operating model, complete solu-
tions, competence, a strong brand and a strong corporate
culture. Our growth strategy is based on seizing opportuni-
ties in emerging and growing market areas. In addition, our
objective is to grow by providing our customers with new
products and solutions faster than before. We will also make
acquisitions if they support our growth strateqy, bring in new
competence, expand our product selection, and strengthen
our profitability.

Transformation of the operating model
well under way
The transformation from a product supplier into a customer
segment specific solutions provider requires an in-depth
understanding of customer needs and expectations. During
2007, we invested heavily in the customer segment based
strategy work in order to reinvent our operating models
and to deliver even more benefits to our customers.

Our objective is to generate great mutual synergies.
We will be able to make more efficient use of the company’s
shared resources after the current harmonization of ERP
systems and the purchase and delivery chain systems
have been completed.




Strategy

Strategic goal

STRONGER COMPETITIVE POSITION

Global Leading Unique

Presence in all major No 1 positions globally in We offer superior

markets globally. the selected market and customer benefits.

customer segments.

Gaining a significant market Our solutions help

share in emerging markets. customers to be more
competitive and more

Capability to serve global successful in their own

customers with consistency. businesses.

FINANCIAL TARGETS

Organic revenue growth > 5% per year.
EBIT % of revenue > 10%.
Cash flow after investments and divident payments: positive.

ROCE % continuous improvement.

Gearing: comfort zone 40-80%.
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Our brand promises

We are a reliable, cooperative, responsible and proactive
partner whose creative initiatives help our customers to
create a unique competitive advantage in their respective
businesses.

Reliable

We keep our promises and do our utmost to solve
everyday problems. We adapt to our customers’
changing needs and stand behind what we
promise.

Cooperative

We put time and effort into understanding our
partners” world. For us, an assignment always
begins with listening and moves ahead as we
share our expertise and experience. This is how
we can together achieve our customers’
objectives.

Responsible

We constantly seek out ways to improve the
safety of our products and processes. We want to
play a positive role in social development and are
doing our best to protect the environment. Doing
our part in being a good corporate citizen goes
with successful business practice.

Proactive

We work unstintingly to improve our customers’
business. We plan the future and develop new
applications, ways of working and products that
help our customers make big strides in accom-
plishing their own tasks.




Strategy

Investment focus in the emerging markets

Between 2004 and 2006, we carried out significant corporate
transactions in order to gain a leading position. After the transactions,
we focused on the integration of acquirees and on profitability
improvement. In 2007, the focus of our growth investments was in
strengthening our position in the emerging markets.

Between 2004 and 2006, we carried out significant corporate
transactions based on company disposals and acquisitions in
order to gain a leading position. In 2006, the integration of
acquirees and operational efficiency enhancement were the
key priorities. In 2007, the growth investments and corporate
transactions focused on the emerging markets in Russia, Asia,
and Latin America.

Growth from capital expenditure
In 2007, we made acquisitions and investments that support
our growth strategy. We expanded our water chemicals busi-
ness in Brazil, France and Spain. We also acquired the US-based
Tri-K Industries Inc., which supports the growth opportunities
for titanium dioxide pigments in the cosmetics industry.

We cemented our position in the Chinese and Russian paint
markets by setting up a distribution company in Beijing and

Aquisitions and divestments

Aquisitions worth total EUR ~ 1 billion,
revenue EUR ~1.4 billion

Divestments worth total EUR ~ 900 million,
revenue EUR ~1.3 billion

Kemira Pulp&Paper

Kemira Water

Kemira Specialty
Kemira Coatings

by launching the construction of a production and logistics

center in Moscow. To support our R&D activities in Asia, we
opened a technology center in Shanghai that specializes in
the paper and pulp industry.

More clearly defined target markets

In 2007, we defined our target markets more specifically.
We are focusing on customers and markets that enable

us to generate sustainable growth. The target markets

for Kemira Pulp&Paper cover the chemicals and services
required in the pulp and paper industry globally. Meanwhile,
the target markets for Kemira Water include the coagulants
and polymers required for water treatment, and the related
services worldwide. Kemira Coatings will focus on expand-
ing its decorative paints markets primarily in Northern and
Eastern Europe, and has taken the first steps in the strongly

2004

Focus on portfolio restructuring

towards leading positions.

Kemira 2007

—— E.QU.LP 2004
Eaglebrook 2004
— Zlotniki 2004
Belinka 2004
Kolorit paints 2004

Fine Chemicals 2004
Calcium Chloride business 2004
GrowHow 2004
Ecocat 2004
Kemira Engineering 2004



growing Chinese markets. Kemira Specialty focuses on customers
that serve the detergents industry, the production of paints and
printing inks, cosmetics industry, as well as carefully defined appli-
cations in the food, feed and pharmaceutical industries.

Growth and profitability
Our objective is to ensure continued business growth. Our objec-
tive is to generate growth through new products and complete
solutions. In fact, the number of announced inventions and patent
applications almost quadrupled in 2007.

Factors contributing to improved ROCE include working capital
enhancement measures and the divestment of unprofitable assets
and non-core businesses.

Tikkurila (Beijing) Paints 2007
TRI-K Industries Inc. 2007
Dalquim’s water treatment chemicals business 2007
Arkema’s water treatment chemicals business 2007
Chongqing Lanjie Tap Water Materials 2007
000 Gamma and 000 Ohtinski 2007

Bayer paper chemicals agencies 2006
Lanxess paper chemicals 2006
IFAC 2006
Kraski Teks 2006
Finncolor, Prague 2006
Cytec water treatment chemicals 2006
Parcon’s four distribution companies 2006
Galvatek 2006

Finnish Chemicals 2005
Kemiron (40%) 2005

Verdugt 2005 —
el

—
— N
L

/
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Kemira-Ube 2007

Onepoint 2007
Kemapco 2007

Biolchim 2006
2006 Focus on integration & efficiency.

Coil coating 2005
UK industrial coatings business 2005

2007 Focus towards profitability.

Hydrogen peroxide in South Korea 2006

Market (Kemira’s projection)

Kemira Pulp&Paper
Global market approx. EUR 22 billion,
growth approx. 700 MEUR/a.

Kemira Water

Total global developing market approx.
EUR 8 billion, growth approx.

600 MEUR/a.

Kemira Specialty
Global market approx. EUR 5.5 billion,
growth approx. 200 MEUR/a.

Kemira Coatings
Geographical target market EUR 4.2 billion,
growth approx. 250 MEUR/a.

Global group of
leading chemicals
businesses with
unique positions in
selected customer
segments.




Success from continued development

In January 2008, Harri Kerminen took over the position of Kemira’s
President and CEO. On the same date, Lasse Kurkilahti assumed the
position of Senior Advisor to Kemira’s Board of Directors, and will remain
in that position until April 7, 2008. Kemira has been under Kurkilahti’s

leadership since 2004,

Change originates in actions

Lasse Kurkilahti (LK): The years | spent leading Kemira seem
to have passed very quickly. However, in four years, we have
accomplished a great deal.

Harri Kerminen (HK): | remember how quickly we set off and
were able to initiate the change process with the help of our
own people. The change is not over yet, it's a constant flow
of new ideas and new things.

LK: Change should manifest itself in concrete actions; things
should start happening as quickly as possible. | believe cred-
ibility can only be based on actions. Words alone won't take
you very far.

Kemira 2007

HK: It's been easy to get excited about the projects we have
carried through. I've enjoyed being the driving force in the
change process, even if this has required a lot of work.

Towards a unique competitive position

LK: We were able to secure a strong competitive position for
our business areas through hard work. That is where your
input and the work performed by our executive staff has
played a key role.

HK: True. But this is an area in which our work is never
done, because our competitive environment is in a state of
constant transformation. | have always valued initiative very



highly, and the ability to show initiative will form an integral
part of Kemira’s corporate culture in the future.

LK: We are seeking a unique competitive position, but must
also very clearly define what we mean by this. Size or rev-
enue growth alone is not a sufficient indicator when seeking
global leadership.

HK: This is something we've often discussed in our meet-
ings. We must be able to offer something unique to our
customers, not just basic products at competitive prices.

Customer perspective the key factor

LK: I've often said that we want to be our customers’ first
and preferred choice when they consider business partners.
For me, leadership also means our ability to re-invent our
services, products and operations in a way that benefits the
customer, and to do so faster than our competitors.

HK: We must always look at things from the customer
perspective. The key priority is to identify the best course

of action for the customer and then act accordingly. Smooth
in-house co-operation is the key to good performances - this
is something we should bear in mind.

LK: I think this is where a corporate culture really comes into
play. We have been able to demonstrate fast and flexible
innovation because our entire staff is fully committed to
developing the company.

HK: The results of our personnel survey clearly reflect this
commitment. We scored top results on a global scale, which
in my opinion is an indicator of successful change.

Hourri Keymuner

LK: Occupational safety, professional development oppor-
tunities and the opportunity to affect performance through
individual input are good motivational factors. In addition,
people deserve to be rewarded for good work.

HK: It is important to create exactly this type of a positive
development path. We need human resources develop-
ment and participation programs in order to deploy changes
globally.

Moving on with determination

LK: My years with Kemira have been very interesting. |
have learned a great deal about this sector of industry and
met new people. Together, we have been able to achieve
a major change. | would like to thank everyone for our joint
efforts and wish you the best of success in reshaping Kemira
for the future.

HK: The most important feature of change is continuity, and
we will continue to pursue this in the future. I would like to
take this opportunity to thank you on behalf of Kemira and
our personnel for your successful work. We will continue

to move on with determination. | believe Kemira’s future
will be interesting and full of opportunities. By seizing these
opportunities, we will be able to achieve the goals set for
company development.



Operating environment

Focused on strengthening our competitive position

Kemira is focused on improving profitability and efficiency, creating the
basis for future growth. Opportunities shaped by our customers’ needs,
Kemira know-how and corporate culture provide the cornerstones for
strengthening our competitive position and creating future growth.
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Comprehensive solutions to meet our

customers’ needs

Our strong competitive position is founded on our ability to
create unique, complete solutions for customers. In order to
succeed in a global environment that is constantly being re-
defined, we need to outperform our competitors. Complete
solutions in the future will be based on a full understanding
of client needs and expectations. This understanding sets
the foundation for innovation and business development.
We develop solutions that provide the highest added value
from the client’s perspective. Solutions may have to do with
products, applications or technologies.

Customer segment driven approach

The focus in Kemira's strategic transformation has now
shifted from acquisitions to business innovation. Operating

in the global marketplace requires a flexible and efficient
organization that can quickly and proactively identify the
changing needs of customers and respond to them. Our
strategy work has involved acquiring a deeper understanding
of the challenges and opportunities our customer groups are
faced with, and the changes these require from Kemira.

Growth focus in the emerging markets

The global growth focus is on the emerging economies,
such as Asia and Latin America. To an increasing extent, we
are pursuing market growth and new customers outside our
traditionally strong market areas, such as in Europe and the
United States. In 2007, we made acquisitions and invest-
ments to enhance our business presence in Russia, South
America and China.

At the moment, the lion’s share of our revenue is
generated in highly developed markets showing favour-
able economic development. However, the risk of economic
slow-down has increased in the developed markets as well.
Efficiency improvement will help us maintain our competitive
position through bad times. Operational efficiency meas-
ures include the Group-wide development program, Kemira
- from Good to Great.

Examples of Kemira’s Customer Segments

11
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Kemira Pulp&Paper

Efficient solutions from pulp to paper

We are the leading global expert in pulp and paper chemistry.
Our cost-efficient solutions enable our customers to improve

their performance and profitability.

Our solutions cover the entire value chain from pulp manu-
facture to paper coating. The most extensive product port-
folio in the industry, combined with profound research and
development work, gives us a strong competitive edge. Our
objective is to remain the market leader, to further improve
our profitability and efficiency, and to ensure a global pres-
ence wherever our customers are.

Growth in emerging markets

Almost all of the world’s 20 largest pulp and paper compa-
nies are our customers. Our solutions are also utilized in the
mining and oil companies.

We hold a strong position in the traditional North
American and European pulp and paper chemicals markets.
The integration of the German Lanxess paper chemicals
business in 2007 expanded our product range.

Kemira 2007

We will continue our efforts to strengthen our position in
Asia, Latin America and Russia. Last year we opened a new
sales and marketing company in Russia and a technology
center in Shanghai, China, and built four chemical plants in
Fray Bentos in Uruguay, adjacent to the Botnia pulp mill.

China represents a significant market and growth area.
The renewal taking place in the country’s paper industry and
the growth of production volumes translate into a positive
trend in the demand for chemicals. In pulp production the
role of Indonesia is further strengthening.

Solutions from pulping to paper coating

We provide solutions to the global pulp and paper industry.
Fiber raw materials and their properties, as well as the re-
quirements for paper and board products, are quite dissimilar
in various parts of the world. Our clients expect us to deliver
solutions applicable to local needs.



Customers: Pulp and paper industry.

Market position: #1 worldwide.
Market area: Global.
Market: Global total market of around

of around EUR 700 million.
(Kemira’s projection)

Products and services: () Chemical solutions for pulp and

paper production.

Revenue: EUR 1,018.3 million
Operating profit: EUR 66.8 million
ROCE: 8.3 percent
Personnel: 2,285

Kemira’s expertise starts with pulp manufacture and
bleaching. Complete solutions for the paper machine wet
end include retention chemicals, deposit control agents,
biocides and water treatment chemicals, and sizing agents.
Paper fillers, coating pigments, colorants, fluorescent whiten-
ing agents and chemicals for recycled fibers are also part of
our competence area. Our customers’ energy, fiber raw ma-
terial and water consumption can be significantly enhanced
by developing their process automation and offering them
chemical solutions.

A comprehensive R&D network

Our technology centers cover the main pulp and paper
manufacturing continents, Europe, North America, Asia and,
in 2009, Latin America. These centers perform global and
local R&D. The Asian Technology center started its operations
in the late autumn of 2007 in Shanghai, China. Research

and development employs more than 300 people. During
the course of 2007, we were able to bring dozens of new
products into the commercial launch stage. We work in close
cooperation within the forestry cluster, together with pulp
and paper companies, machinery and equipment manu-
facturers and universities as well as research institutes and
printing houses.

EUR 22 billion with annual growth

The chemicals to the Fray
Bentos pulp mill from Kemira

Our objective is that our total solutions
covering products, services, know-how and
R&D account for an increasingly larger part

of our total sales. We deliver solutions to the
major pulp and paper producers worldwide,
one example from the point of view of a pulp
producer being the chemical plants we built
adjacent to the Botnia pulp mill in Fray Bentos,
Uruguay.

Fray Bentos is home to Kemira’s four
plants producing the majority of the chemicals
Botnia needs in the pulp production. The plants
deliver chlorine dioxide, sodium chlorate,
oxygen and hydrogen peroxide. Other chemi-
cals are delivered from our other plants.

The chemical plants in Uruguay rely
primarily on Kemira’s own process know-
how and they meet all the strict European
environmental standards. Raw materials for the
chemicals are obtained locally, and the main
raw material, namely electricity, is purchased
from Botnia. The chemical plants employ 35
people, and indirectly many times that.

13
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Kemira Water

Engaging in pure water

We are operating in a field which is the prerequisite of life — water.
Our goal is to be the best solution provider for water treatment and

industrial processes on a global basis.

We are the world’s leading producer of inorganic coagulants

and rank third globally in the production of organic polymers.

As such, we offer a wide range of high quality products
and processes for environmentally friendly and cost-effec-
tive water treatment. We improve our competitiveness by
launching new products and customer solutions. Further-
more, we continue to expand our business in emerging
markets.

Expanding business in emerging markets

During the last two years, we have almost doubled our rev-
enue, widened our product range and continued to expand
our business, especially in emerging markets. Our position
in the Latin American water treatment market has been re-
inforced through two acquisitions. In April 2007 we acquired
two companies owned by the Brazilian company Dalquim
Industria e Comercio Ltda. In October 2007 we agreed

to acquire Nheel Quimica Ltda, a leading Brazilian water

Kemira 2007

treatment chemicals company. Through these acquisitions
we have expanded our product range and entered a new
market. The purchase of Cytec’s water treatment business in
2006 also strengthened our foothold in Latin America.

Services engineered to meet the customer’s needs
We focus on providing our customers with customized prod-
ucts and solutions for water treatment. Our products include
aluminium sulfate, which has been used for various water
treatment purposes throughout the 20th century and which
still meets the increasingly stringent quality requirements for
drinking water. Ferric chloride and ferric sulfate are examples
of iron-based coagulants used in drinking water and waste-
water treatment and in the reduction of odor and corrosion.
Our specific polymers are used worldwide in municipalities
and industries such as agriculture, oil production, pulp and
paper. We produce hundreds of different types of polymers,
engineered to meet each customer’s needs.



Customers:

Market position:

Market area:

Market:

Products and services:

®)

Q

Municipal drinking and wastewater,
industrial wastewater and industrial
process water e.g. chemical industry, oil
field service companies, sugar, metals.

#71 in coagulants and #3 in flocculants
worldwide.

Global.

Total global developing market of
around EUR 8 billion with annual
growth of around EUR 600 million.

(Kemira’s projection)

Water treatment and sludge treatment

solutions.
Revenue: EUR 730.5 million
Operating profit: EUR 45.0 million
ROCE: 10.3 percent
Personnel: 2,384

We also treat water to prevent corrosion and odors in
distribution systems and sewers. Furthermore, we provide
products and technologies for wastewater treatment plants
resulting in water that is so clean it can be released back into
its natural cycle.

Efficient industrial water recycling

Most industries utilize processes that produce water-based
waste streams. A clear trend among high water consuming
industries, such as the steel, food and beverage, chemical
and textile industries is to recycle water to an increasing
degree, thereby reducing water consumption as well as pol-
lution. We provide solutions that create a suitable quality of
extracted or recycled water for in-process use.

We make sure that wastewater is treated in such a way
that, when released, its quality is comparable to, or even
higher than, the raw water entering the treatment process.
Our customers span a wide variety of industries including
agriculture, chemicals, food and beverages, construction, oil,
metals and mining.

Latin America — excellent
growth in water treatment

The Latin American water treatment markets
have undergone a considerable transformation
during the last two decades, with more and
more Latin American cities and countries
noticing that chemical wastewater treatment
is cost-effective. This, among other things,

has affected the quality of drinking water and
waste water treatment.

We are concentrating on expanding our
business in Latin America which fits well with
Kemira’s strategy of enhancing its position in
emerging markets. Excellent growth figures
in the drinking water sector and wastewater
treatment are to be expected in Brazil and
Mexico in the coming years, and markets in
other countries are also expanding. Kemira
Water’s position on the Latin American market
has been considerably reinforced through
several recent business acquisitions. The
acquisition of Dalquim Industria e Comercio
Ltda - one of Brazil’s leading producers of
aluminum-based inorganic coaqgulants - in April
2007 has expanded our product range and
opened up the southern Brazilian market to us.

15
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Kemira Specialty

Working close to the customer

We are the leading supplier of specialty chemicals in selected customer
segments. We work close to the customer and together with the
customer to find the best products and solutions.

Our key products include titanium dioxide pigments, organic
acids and acid derivatives as well as bleaching chemicals for
detergents. When you apply sunscreen that protects you
from UV radiation or put on some shiny lipstick, a white shirt
or a soft leather jacket, you literally come in contact with our
know-how.

Active involvement in emerging markets

The markets for our products are global: therefore, we are
actively involved in the emerging markets, too. We are
increasing the production volumes of the calcium propionate
used in the food and feed industries in China during 2008.
This supports our goal of becoming the leading solution pro-
vider for the food and feed industries and it will enable us to
provide even better service for our customers worldwide.

Kemira 2007

High quality a competitive advantage

Our objective is to retain our leadership in selected customer
segments for specialty products through organic growth and
profitability improvement. The extremely high quality of our
products gives us a competitive advantage in many product
groups. For example, we are the world’s leading supplier of
printing ink pigments used in food packages and metal cans,
and we hold a particularly strong position in the paint indus-
try in Russia and the Nordic countries. We are the world’s
leading producer and marketer of organic acids and salts in
selected customer segments and rank second as a formic
acid producer. The investment project launched in 2007 in
Ouly, Finland will allow us to raise our formic acid production
capacity in 2008. We are the quality leader and the world’s
third-largest supplier of bleaching chemicals for detergents.



Customers: () Cosmetics, packaging inks, paint,
environment, food, feed, chemi-
cal, pharmaceutical and detergent
industries.

Market position: ()  #1 global titanium dioxide supplier
for packaging inks, #1 producer of
organic acid derivatives in selected
customer groups, #3 global supplier
of sodium percarbonate.

Market area: Global.

Market: Total global market of around EUR
5.5 billion with annual growth of
around EUR 200 million. (Kemira's
projection)

Products and services: ()  Titanium dioxide pigments, organic
acids and acid derivatives, and
sodium percarbonate.

Revenue: EUR 425.9 million
Operating profit: EUR 13.5 million
ROCE: 3.1 percent
Personnel: 1,028

Close cooperation with customers

We serve customers in the cosmetics, packaging inks, paint,
environment, food, feed, chemical, pharmaceutical and detergent
industries by delivering customer-driven solutions and high-
quality products. Focus on selected customer segments means
better profitability and enables close cooperation with customers.
Our innovativeness and strong expertise in applications set us
apart from competitors and deliver added value to customers.
We offer customers access to our strong technical expertise, and
we work together with customers to either identify the most
suitable products or develop entirely new solutions.

Cost efficiency at the core of operations

Cost efficiency is a key element in all our operations. Business
process analysis and systematic work have enabled us to further
improve cooperation between sales and production, which trans-
lates into better precision in customer services and the more ef-
fective use of production facilities. The profitability improvement
program launched in the titanium dioxide business at the end

of 2007 will generate cost savings in future from organizational
restructuring and operational efficiency enhancements.

Kemira’s acetates offer help for
kidney failure

For Kemira, the pharmaceutical industry is a
worldwide customer segment. Pharmaceutical
intermediates producers and diabetes medication
and dialysis providers rely on our high quality
products, such as acetates. Dialysis fluid consists
of purified water in which various substances are
dissolved. Moreover, Kemira's acetates play an
important role as a buffer requlating the pH level
of the solution. They also make the liver produce
sodium bicarbonate, which is needed in order
to prevent the blood from acidifying. In addition,
acetates are used to control elevated phosphorous
levels in dialysis patients.

Kemira’s production of sodium acetate
and diacetate as well as calcium acetate
pharmaceutical grades is subject to rigid quality
control to ensure very high purity, fulfilling all the
required specifications of various pharmacopoeias.
We offer chemical expertise to producers of
dialysis solutions, who are constantly seeking new
ways of improving their products. Our product
range also includes other high quality acetates
for various pharmaceutical applications, including

potassium acetate for penicillin production.
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Kemira Coatings

.--..1.-1

Expanding paint markets in the East

Our goal is to maintain our position as the leading paint supplier in the
North and East European markets, while continuing to reinforce our market
standing. Our new growth regions include Southeast Europe and China.

Our strategy is based on growth in decorative paints and
selected industrial coatings. We aim to grow both organically
and through business acquisitions.

Consumers can buy our products at approximately 5,000
paint stores that are equipped with a tinting machine, in
nearly 40 countries. Other customer groups also receive
direct service. In addition to paints and coatings, we offer an
extensive range of related services. Strong brands such as
Tikkurila, Teks, Alcro, Beckers and Vivacolor support our lead-
ing position in the Nordic countries and Eastern Europe.

Guided by the markets
The Nordic markets represent an area of steady growth. In
Finland, we initiated a project service targeted at indirect in-
fluencers. In Sweden, we produced the first batches of paint
in the new Nykvarn facility, set for launch in 2008.

Eastern Europe is our key growth area. In Poland, we
were able to improve profitability by renewing the sales
organization and by improving delivery efficiency. In Moscow,
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we launched the construction of a logistics centre, while a
customer training facility was just completed in Tallinn, Estonia.
In addition to Southeast Europe, our new growth areas include
China, where we set up a sales company in May 2007.

In industrial metal coatings, Russia and Poland accounted
for the largest growth, but we also performed well in Finland
and Scandinavia. Industrial wood coatings sold well in the Baltic
countries and Russia. The industrial paint distribution concept
continued its triumph, and there are already as many as 260
Temaspeed distributors in 27 countries.

Increasingly tight competition

The consolidation of the paint industry continues. The recent
acquisitions in the sector are making competition even more
interesting, especially in Eastern Europe and Russia.

Paint consumption figures in Western Europe are at a stable
level, whereas in Eastern Europe the growth curve is upward.
This is also the region where our industrial paint customers
are migrating. The restructuring of the distribution network



Customers:

Market position:

Market area:

Market:

Products and services:

Consumers, retailers, contractors,
indirect influencers, industry.

#1 in Finland, Sweden, the Baltic coun-
tries and Russia in decorative paints.

North and East Europe,
Southeast Europe and Asia.

Geographic target market EUR 4.2 billion
with annual growth of around EUR 250
million. (Kemira’s projection)

Decorative paints, industrial wood

and metal coatings and paint
advisory services.

Revenue: EUR 625.2 million

Operating profit: EUR 73.1 million

ROCE: 23.9 percent

Personnel: 3,789

continues with construction supermarkets gaining ground at the
expense of traditional paint stores.

Changes in the EU legislation provide new opportunities but
also create cost pressures. These include the VOC Directive and
the REACH regulation that took effect in 2007.

Profitable growth

We have been able to grow profitably and improve our position
in almost all market areas, even in the Nordic countries. Growth
projections in Russia, the Baltic countries and Ukraine are also
promising.

Combining procurement, production and logistics into a sin-
gle supply chain has turned out to be the right solution. Despite
the increase in demand, our product availability has increased,
and the capital turnover rate has fundamentally improved. At
the same time, we were able to generate cost savings and
increase productivity.

Business driven by customers
The customer-driven approach is the guideline for all of our
operations. We understand local conditions and customer be-
haviors. We have successfully employed service customization,
the use of tinting systems, and marketing of branded products.
We have developed new, environmentally friendly UV tech-
nologies for the industrial coating of planar wooden and plastic
surfaces. A hardwood floor lacquer based on nanotechnology
is already on the market, and we will launch an easy-to-clean
exterior paint in the near future.

Russia relies on Tikkurila

In summer 2007 we started to build a customer
service and logistics center in Moscow to upgrade
our services. In a city of more than 10 million
people, greater requirements are placed on logistics.

Mir Krasok company has 47 stores in the
Moscow area that sell Tikkurila’s decorative paints.
The company wants to offer consumers high-
quality products and excellent service, and fast
and accurate deliveries play a key role here.

"Tikkurila is our most important partner, and
we look forward to many more years of close
co-operation,” says Konstantin Krotenko, owner
and CEO of Mir Krasok.

We performed well in the industrial coatings
segment, too. An acquisition was confirmed in
spring 2007, which gave Tikkurila a 70-percent
holding in two St. Petersburg-based companies.
One of the companies makes coatings for the
metal industry under the Gamma brand, and the
other manufactures powder coatings under the
Ohtek brand. The acquisitions clearly strengthen our
position in the Russian metal coatings markets and
opened the door to the powder coatings market.
In addition, our market share and sales network
doubled in Russia.
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Business areas in figures

Kemira Pulp&Paper

EUR million 2007 2006 2005 2004 2003
Revenue 1,018 993 715 566 521
Costs -886 -856 -610 -475 -434
Depreciation and impairments -65 -46 -44 -46 -45
Operating profit 67 91 62 45 42
Operating profit excluding non-recurring items 78 79 64 43 42
Cash flow from operating activities 44 106 84 84 78
Capital employed (average) 800 820 703 452 453
Return on capital employed, % (ROCE) 8 11 9 10 9
Capital expenditure 78 166 256 34 73
Personnel (average) 2,315 2,285 2,050 1,753 1,677

S
Kemira Water

EUR million 2007 2006 2005 2004 2003
Revenue 731 468 353 285 215
Costs -650 -414 -310 -253 =178
Depreciation and impairments -36 -18 =15 -18 =13
Operating profit 45 35 28 14 24
Operating profit excluding non-recurring items 49 36 28 36 24
Cash flow from operating activities 36 38 35 40 34
Capital employed (average) 443 269 215 167 135
Return on capital employed, % (ROCE) 10 13 14 10 18
Capital expenditure 105 202 57 70 53
Personnel (average) 2,189 1,596 1,479 1,262 1,010

Kemira Specialty

EUR million 2007 2006 2005 2004 2003
Revenue 426 456 408 315 410
Costs -381 -379 -328 -253 -335
Depreciation and impairments -32 =31 -35 -29 -34
Operating profit 14 46 45 33 47
Operating profit excluding non-recurring items 24 42 39 24 41
Cash flow from operating activities 32 73 59 66 62
Capital employed (average) 435 452 420 298 364
Return on capital employed, % (ROCE) 3 10 11 11 11
Capital expenditure 62 32 62 34 38
Personnel (average) 1,066 1,102 1,440 1,318 1,670

Kemira Coatings

EUR million 2007 2006 2005 2004 2003
Revenue 625 563 458 440 439
Costs -534 -474 -388 -382 -389
Depreciation and impairments =63 =17 -14 -20 =21
Operating profit 73 72 56 38 29
Operating profit excluding non-recurring items 66 57 48 36 29
Cash flow from operating activities 51 55 57 52 26
Capital employed (average) 311 311 283 295 319
Return on capital employed, % (ROCE) 24 24 20 14 9
Capital expenditure 49 47 18 14 14
Personnel (average) 3,883 3,541 2,375 2,401 2,387
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Revenue ROCE Revenue by Strategic Business Unit (SBU)
EUR million %
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Research and development

22

Research and development bring sustainable
competitive advantages

Continued renewal of our product selection is a key requirement for
meeting our strategic objectives. Active research and development (R&D)
builds a solid foundation for new growth and for strengthening

our leadership.

In 2007, Kemira’s R&D units employed 730 professionals in
over 10 countries. During the year, we spent a total of EUR
65.9 million (2,3% of revenue) in R&D. Key projects during
the year included the resource integration after an inten-
sive acquisition stage, as well as a Group-wide innovations
enhancement process. To activate R&D operations, we an-
nounced an innovation contest for 2007 with the main prize
being EUR 100,000.

A geographically comprehensive R&D network

Our geographically extensive R&D network consists of local
laboratories responsible for customer services and technical
support, and of technology centers involved in more de-
manding development work. Our research centers conduct
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product and process development work that requires more
in-depth research and versatile knowledge.

Heavy investments in R&D in the pulp and paper
chemicals

Pulp and paper chemicals were the focus of the most in-
tensive R&D investments in 2007. These included setting up
new technology centers in Germany and China to support
business expansion. The most significant research and devel-
opment work involved creating extensive complete solutions
for the customer industries. Our key product development
areas included brightness optimization, tissue paper techno-
logy, recycled fiber processes, as well as solutions improving
the runnability of paper and board machines.



Gaining new ground in water treatment

In water treatment, we expanded our operations into new
areas. In addition to responding to the needs of the mu-
nicipal sector, our development work addressed industrial
applications such as the water technology solutions for the
oil and mining industries. Our basic component selection was
essentially strengthened in organic coagulants and floccu-
lant polymers. In waste water treatment, we continued to
refine the sludge treatment methods. A number of complete
solutions are becoming increasingly significant in product
development projects. We are working on methods such as
a deodorizing technique in which the active ingredients are
automatically dispensed based on the quantity of odorants
measured in the sewerage.

Nanotechnology applications in paint products
Environmental aspects and health impacts are the key
guidelines in the paint industry. By applying nanotechnology,
we can develop products that allow coating components
requiring the use of solvents to be used in water-based
systems as well. We have also applied nanotechnology to
develop a scratch-resistant hardwood varnish and a coating
that allows a mineral-based exterior wall to be made self-
cleaning.

R&D brings added value to pigments

In the special chemicals segment we will be launching cost-
effective hybrid pigments for printing ink applications that
combine the strong opacity of titanium oxide with a more
affordable mineral composition. In addition, we are expand-
ing our detergent component product line with an environ-
mentally friendly biodegradable water softener that replaces
phosphates.

Number of inventions in
Kemira almost quadrupled

One of our most important development projects
in 2007 was the innovations enhancement
project across the entire Group. To activate R&D
operations, we announced an innovation contest
with the main prize, EUR 100,000, being awarded
to the best invention made during the year.

The innovation contest was open to all Kemira
personnel. The jury consists of members of the
Group Management Board, chaired by Kemira’s
President and CEQ. The EUR 100,000 prize will be
awarded to one or more inventions generated
during the year.

The prize-winning invention is expected to
support the business strategy, and to be unique
and patentable. The invention must be techno-
logically suitable for Kemira. The innovation must
deliver significant business growth and allow for
rapid commercial launch. The winner of the inno-
vation prize will be announced in March 2008.

Our innovation activities saw marked im-
provement in the course of 2007. By the end of
the year, the number of announced inventions
and patent applications was almost quadrupled
compared with 2006.
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Corporate responsibility the key to competitiveness
and well-being

Our operations are steered by economic, social and environmental
perspectives. In addition to achieving business success, it is important for
us to contribute to social well-being.

Kemira 2007



Kemira Code of Conduct addresses

Financial reporting

Environment, health and safety (EHS)
Business partners

Fair competition

Conflicts of interest and bribery

Support for human rights

Insider information and investor relations
Company assets

Confidentiality and privacy

Reporting procedures

We are committed to promoting sustainable development
and conducting business ethically. We conduct our business in
compliance with the applicable laws, and expect our partners
to do the same. Corporate responsibility supports profitability,
promotes competitiveness, and has a positive impact on the
societies in which we operate.

Responsibility is an integral part of good business
In Kemira, corporate responsibility means taking economic and
social issues as well as environmental considerations into ac-
count in all activities. Our operations are steered by the Kemira
Code of Conduct, which is approved by the Board of Directors
and is in line with the OECD Guidelines for Multinational Enter-
prises. Every employee is required to adhere to this Code of
Conduct unless it is in conflict with local, national or internation-
al laws or other regulations. The management is responsible for
supervising compliance with the Code of Conduct and promot-
ing it by setting an example for others. The Group Legal Affairs
provides advice on applying the Kemira Code of Conduct.

The full version of the Kemira Code of Conduct is continu-
ously available on the company’s website at www.kemira.com.

Kemira Code of Conduct

Social responsibility

Equal treatment and
non-discrimination.

Confidentiality.

Fair partnership and respect for
multi-culturalism.

Avoidance of personal conflicts of
interest and personal benefits.

Prohibition of offering and
accepting bribes.

Transaction with reliable partners.

Environmental responsibility

Prevention and minimization
of harmful effects.

Efficient use of natural resources.

Development of environmentally
preferable products and services.

Development of the environmental
business.

Economic responsibility

Consistent accounting policies,
reliability, veracity.

Responsibility for the protection of
company assets.

Prohibition of the use and disclosure of

any insider information.

Compliance with applicable competition

laws, ethical competition.
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Human resources

Well-being at work is a result of leadership,
participation and competence

Our competitive edge relies on skilled, active and involved personnel.
Therefore a corporate culture underscoring an entrepreneurial spirit and
employee involvement is at the core of our human resources efforts.

We believe that an encouraging and entrepreneurial environ-
ment produces results and job satisfaction alike. We empha-
size participation and every employee’s opportunities for
affecting their own work and their working environment.

Personnel survey results are an indication of positive
development

In 2007, we carried out a Group-wide employee opinion
survey for the fourth time. The personnel response rate
was 87.6% (79.6%) and job satisfaction index 66.1 (64.1).
The results of the personnel survey clearly outperformed
the previous year’s results and the international benchmark
data. We are comparing our results to those of similar sized
companies globally. Results of the survey showed improve-
ment on almost all areas of working atmosphere, particularly
with regard to satisfaction with leadership, communication
and rewarding.

Kemira 2007

Kemira’s reward system is based on the principles of
internal fairness, external competitiveness and performance,
and consistent job evaluation helps ensure compliance with
these principles across Kemira. Information on management
compensation can be found in the Corporate Governance
section, pages 40-41.

A comprehensive approach to well-being

Continued improvement of well-being at work is an im-
portant part of our human resources strategy. We foster
well-being at every stage of an individual’s career. What
makes this a highly topical issue is that the personnel survey
showed that more employees experience stress than before.
Factors essentially contributing to well-being at work include
opportunities for personal participation and supervisory work.
We are working to constantly improve both areas. We are
moving to a more proactive direction in occupational health
care in order to learn about health risks at an early stage.



The ingredients of a great corporate culture in Kemira

Competences

Leadership &

Management D
Participation

Culture
Participative

: Entrepreneurial
Well-being Performance

& Rewarding

Resources

What is GREAT? - Our goal

Corporate culture

[ | Participative and entrepreneurial culture
[ | Personnel survey index 75

[ | Response rate in personnel survey 90%
[ | 10 ideas/ person

[ | Development plan for all staff

[ | Zero accidents
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Human resources

Supervisory work is one of the most important elements
affecting well-being at work. We organize supervisor training
programs on Group level and in individual business loca-
tions. The personnel survey is also used for monitoring the
reqularity of development discussions with employees. One
of our tools is the 360-degree feedback process, which was
extended during the year to cover another 200 supervisors.

Encouraging employee participation

We support a participative corporate culture. In 2007, we
extended the Great Idea! program launched to stimulate
initiative and idea generation to new business locations and
provided training within this framework. We also worked on
a Group-wide idea management system that allows employ-
ees 1o suggest their own ideas and receive feedback.

One of the channels for participation is the Kemira
European Forum which brings together Kemira management
and personnel representatives every year to discuss themes
associated with Kemira.

Safety requires the right attitude
Promoting occupational safety is one of the key elements in
our business culture development process.

We are working to constantly improve our safety systems.
We pay attention to influencing attitudes in order to bring
safety issues a visible part of daily work on all organizational
levels. The LTA (Lost Time Accident) incident rate, an indicator
of accidents resulting in at least one-day sick leave, recorded
at Kemira’s production sites stood at 6.5 in 2007. This rate is
higher than the best players in the chemicals business have,
and we are therefore taking measures to promote safety cul-
ture across the organization through training, communication
and management.

Strategy defines competence development

Kemira’s business activities are increasingly focused on provid-
ing solutions and at the same time the significance of emerg-
ing markets is being emphasized. This defines the framework
for our human resources development, competence needs
assessment, and training programs. The management devel-
opment program PEAK addresses strategy, understanding the
customer, efficiency, and people management. In 2007, some
85 supervisors from different parts of the Group participated
in the program. This program also serves as a forum for
networking as well as for identifying and exploiting synergies.
During the year, the program was supplemented with follow-
up modules in which topical strategy issues were discussed.

Age breakdown, year-end*
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Personnel by region, year-end
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17% 2900
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North and South America 1,709
M Asia 483



Personnel by gender, year-end*
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Personnel survey - a versatile
management tool

The purpose of the personnel survey conducted among
the entire Kemira personnel over the past four years is
to find out what the personnel think about the company
and the management practices. It also serves as a tool
for measuring the fulfillment of the Kemira from Good

to Great program objectives. In this program, culture,
strategy and brand are being promoted side by side. In
2007, the response rate was 87%. The response rate is a
sign of how important the survey is as a job well-being
indicator and participation tool.

The survey provides Kemira personnel with an oppor-
tunity to participate in the company development work.
In 2007, 65% of our personnel felt that the results of the
previous survey had resulted in action. The processing of
results and the progress made in development measures
is being monitored by teams, business units and on the
Group level.

In 2007, almost all areas covered by the survey had
shown positive development, and the level of job sat-
isfaction clearly outperformed the general international
benchmark level. What was particularly positive was the
good feedback given to supervisors and the fact that our
personnel felt their supervisors gave sufficient credit for
work performances. The results suggest that our feed-
back culture is developing into a more positive direction.
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Economic responsibility

Profitability and competitiveness generate well-being

An effectively managed company performs well and generates well-
being for its stakeholders. Economic responsibility means being a reliable
partner to our customers, an attractive investment, and a good employer.

In 2007, Kemira’s revenue amounted to EUR 2,810.2 million
(2,522.5). ROCE, excluding non-recurring items was 8.7%.
The most important objectives quiding our operations are
continuous profitability improvement and the creation of
shareholder value. For more information on our financial
performance, see the Financial Statements 2007 section.

Aiming to improve our customers’ business

Kemira serves tens of thousands of customers worldwide.
Our major market areas are Europe, America and Asia. We
are making continued efforts to improve our customers’
business and to develop new products, applications and so-
lutions. In 2007, we spent EUR 65.9 million (55.1) in research
and development.

Secure supply chain brings added value

A safe, cost-efficient and high quality procurement chain
brings added value to customers and Kemira. We are con-
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stantly developing our cooperation with suppliers and sub-
contractors. We are committed to ethical business conduct
and compliance with laws in all activities. We expect the
same from our subcontractors, suppliers and other business
partners. In 2007, we procured goods and services from ex-
ternal suppliers for a total value of some EUR 2,138.2 million
(1,800.3), representing about 76% of our total revenue.

Aiming at a continuous increase in shareholder value
Kemira shares are listed on the OMX Nordic Exchange in
Helsinki. At the end of year 2007 Kemira had 16,723 share-
holders. Kemira share price reached a high of EUR 19.20 and
a low of EUR 13.11 during the year. Share price averaged at
EUR 16.42 in 2007. The company’s market capitalization was
approximately EUR 1.7 billion at the year-end. The Board of
Directors will propose to the Annual General Meeting that
the company distribute a total of EUR 60.6 million in divi-
dends for 2007, or EUR 0.50 (0.48) per share. Our objective
is to continuously increase shareholder value.



Kemira’s economic impact

EUR million 2007 2006
Customers 2,856.2 2,532.3
Income from customers on the
basis of products and services
sold, and financial income
SUDDHGFS _2,1 38.2 _1,8003
Payments to suppliers of raw
materials, goods and services
Employees -474.2 -425.9
Wages and salaries and
social expenses
Investors =70 -90.5
Interest paid and financial
expenses, dividends
Taxes -35.6 -451
Capital expenditure on maintenance
and improvement -154.3 -94.6
Defect / Surplus -43.1 75.9
Income from divesting assets -0,2 102.8
Capital expenditure on -166.7 -367.4
expansion and acquisitions
Repayment of capital 186.2 2083
Repayment of loans (-)
and new loans (+)
Capital injections 0.2 03
Additional equity from owners
Net change in cash -23.6 19.9

Kemira personnel grew by 9%

In 2007, Kemira's revenue rose by 11% and the number of per-
sonnel grew by 9%. In the end of 2007, 2,885 Kemira employees
worked in Finland, 3,106 in other EU countries, 1,824 in Europe,
1,709 in North and South America and 483 in Asia. Personnel
expenses in 2007 came to EUR 474.2 million (425.9).

Supporting well-being and chemistry studies
We believe that supporting art, science and sports projects that
promote the well-being of our stakeholders is a way of pro-
moting our long-term competitiveness. Securing the availability
of skilled and committed employees in the future is also very

important for us.

The most important sponsorships in 2007 included the Helsinki
Festival and the Millennium Technology Prize. We also cooper-
ated with universities to support chemistry studies worldwide
in our key market areas. A chemistry class located in the vicinity
of the Espoo research center enabled us to offer school children
the premises, equipment and chemicals for more demanding

chemistry assignments.

Chemical water treatment
improves waste water treatment
in St. Petersburg

The new waste water treatment plant in St. Peters-
burg introduced an efficient chemical phosphorus re-
moval process which will reduce the phosphorus load
in the Gulf of Finland by approximately 300-500 tons
per year, accounting for about 5-8% of the whole
phosphorus load. Participants in the project include
Kemira, the Finnish Ministry of the Environment, the
John Nurminen Foundation and the St. Petersburg
Water Works.

Kemira and St. Petersburg Water Works have
signed an agreement extending to 2015 for the
development and production of new chemicals to be
used in producing drinking water and purifying waste
water. Our St. Petersburg-based production facility
manufactures the liquid aluminum sulphate used to
treat the drinking water.

“In favorable weather conditions the highly soluble
phosphorus content can have a direct impact on the
amount of blue-green algae in the Baltic Sea. The
work conducted by the John Nurminen Foundation
and the blue-green algal blooming have increased
understanding of the significance of phosphorus load.
We have local phosphorus removal expertise and
we produce coaqulants in all the Baltic Rim countries,
thereby playing a major role in reducing the phos-
phorus load in the Baltic region”, says Aija Jantunen,

Manager of Kemira Water Finland.
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Environmental responsibility

Growth opportunities in environmental business

We provide solutions, services and products that promote environmental
protection. Water treatment and recycling in particular represent our core
competence. We are continuously improving our environmental performance.

The environment plays an important role in Kemira’s busi-
ness. We aim not only to bear our environmental responsi-
bility but also develop and provide environmental solutions
and pro-environmental products and services for our cus-
tomers. We consider environmental and safety issues

an inseparable part of corporate responsibility.

The proportion of environmental business

already 40%

In 2007, products and services related to environmental
protection represented 40% (36%) of our revenue, showing
an increase of 24% on the previous year.

Our environmental business competence areas include
water chemistry, municipal and industrial water treatment
and water recycling. In addition, we develop environmental
applications for pulp and paper customers and market safe,
pro-environmental paints and coatings.

The acquisition of the Cytec water chemicals business in
2006 augmented the total environmental business volume.
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Growth was further boosted by the water chemicals busi-
ness acquisitions in Brazil, China and Europe in 2007. Russia
is also increasingly utilizing Kemira's expertise in water treat-
ment plants, whose commissioning and efficiency-boosting
measures help improve the condition of the Baltic Sea, for
instance. In Finland, major investments were carried out to
increase the byproducts business.

Emissions in check, releases down

The environmental index we use indicates that Kemira’s
emissions and discharges have decreased by about 74%
over the past ten years. In 2007, the environmental index
was up by 16 per cent on the previous year while the
Group’s revenue rose by 11 per cent. This change could be
primarily attributed to major acquisitions.

Capital expenditure on the environment amounted to EUR
30.2 million (12.2), showing an increase of 147% on the pre-
vious year. This increase can be attributed to the investment
at Pori in byproduct management and productization, largely



We are committed to

B Preventing and minimizing any harmful
effects of our operations on the
environment, people and property.

B Continuously improving our environmental
and safety performance.

B Promoting sustainable development by
making efficient use of energy and natural
resources.

B The international Responsible Care (RC)
program and to globalizing our certified
management systems.

completed in 2007. The environmental operating costs to-
taled EUR 39.1 (35.4) million in 2007. We have also reserved
EUR 13.6 million (16.8) for soil remediation work.

Energy efficiency a major challenge

Kemira has been able to reduce its greenhouse gas emis-
sions by more than 90% since 1997, primarily due to the
divestment of certain business operations and the outsourc-
ing of power generation in the past few years. The power
generation capacity we own through shareholdings is pri-
marily based on nuclear power or hydropower and does not
contribute to climate change. To a larger extent, the energy
produced by our factory power plants is based on renewable
fuels, recycled fuels and coal-free process energy. We are
also making efforts to increase our self-sufficiency in terms
of electricity, and to further improve our energy efficiency
through voluntary programs.

REACH will revolutionize the product safety
management

The REACH legislation that came into force in 2007 will affect
our business in the EU in the same way as other chemicals
companies. Kemira currently manufactures or imports within
EU approximately 250 substances affected by registration
under REACH in a period of eleven years. About ten sub-
stances will be subject to authorization.
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Environmental responsibility

The direct costs arising from the REACH legislation will be
roughly 40 million euros in Kemira within the next ten years.
However, this is only a scale estimate as several factors
affect the substance-specific costs. Furthermore, company
acquisitions and disposals may change the total estimate
considerably. REACH is not expected to have a significant
effect on our competitive position, but we will be facing a
major work load particularly within the next 3-5 years. We
will therefore actively participate in the so-called SIEF infor-
mation exchange fora with other manufacturers.

In the beginning of 2006 we set up a REACH competence
center in Espoo, Finland, which will lead the compilation of
information required by legislation on chemicals. We are also
preparing for the new Globally Harmonized System of Clas-
sification and Labelling of Chemicals (GHS).

Responsibility for the future

46 of Kemira’s production sites have a certified Environment,
Health, Safety and Quality (EHSQ) management system in
place. Our objective is to harmonize all of our production
sites” environmental management systems on a global basis
by 2010.

We are also committed to the Responsible Care program
of the chemical industry, which contains a large number of
guidelines and tools for the shared use of chemical industry
companies.

Our production plants report a large number of environ-
mental and safety indicators to the national chemical indus-
try organizations. Within the framework of this program, we
share best practices with other companies in our line of busi-
ness. The program also serves as a guideline for our annual
public environmental report.

Reporting is based on international guidelines

The statistical information in Kemira's environmental report

are compiled under the same principles as those used for

preparing financial statements. We report on emissions and

on environmental costs and responsibilities in compliance

with the newest international guidelines:

e CEFIC (European Chemical Industry Association) 1998:
Health, Safety and Environmental Reporting Guidelines.

e Commission communications regarding the recognition,
measurement and disclosure of environmental issues in
the annual accounts and annual reports of companies.
2001/453/EC; 98/C 16/04

e Applicable IFRS guidelines.

The environmental report 2007 will be published in March

2008 and it will be available at www.kemira.com. More in-

formation on environmental risks can also be found on page

105, Notes to the Consolidated Financial Statements.
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Environmental business
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Environmental investments - good
for environment and business

For a long time, the sizeable environmental invest-
ments made at the Pori plant have been made in
response to local environmental aspects, authority
requirements and the demands of business growth.
The investments help improve recycling, raise the
utilization efficiency of non-renewable raw materials,
and prepare the ground for new innovations.

The approximately EUR 30 million investments
completed in 2007 in the productization of by-prod-
ucts will support the growth of Kemira Water and
Kemira Specialty. We are employing new technology
to use materials that were previously discarded in
the making of mainly iron-based raw materials and
products to reduce the chrome allergy risk associated
with concrete. This is a promising new application
area based on the EU reqgulations. Our products are
also used for waste water treatment, for producing
drinking water, the treatment of contaminated soil,
reducing phosphorus discharges from farming, pre-
venting anemia in livestock, and closing landfill sites.

Environment-related capital expenditure rep-
resents a long-term investment with far-reaching
impacts. When most successful, they can help in
creating a cleaner environment and using natural
resources more economically, in customers” proc-

esses as well.
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Kemira Group’s general operating principles, mutual responsibilities
and lines of responsibility are defined by the Kemira Code of Conduct.
Kemira’s values and ethical principles underpin the Company’s
corporate governance and the way the Company interacts with

its main stakeholders.
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Corporate governance
Kemira Oyj's corporate governance is based on the Finnish
Companies Act and the Articles of Association. Kemira Oyj
shares are listed on the OMX Nordic Exchange Helsinki and
the Company complies with the rules and regulations on list-
ed companies issued by the OMX Nordic Exchange Helsinki.
Furthermore, the Company complies with the recommenda-
tions on Corporate Governance for Finnish listed companies.

Kemira Group’s general operating principles, mutual
responsibilities and lines of responsibility are defined by the
Kemira Code of Conduct. Kemira’s values and ethical princi-
ples underpin the Company’s corporate governance and the
way the Company interacts with its main stakeholders.

According to Kemira Qyj's Articles of Association, the
Company’s affairs are managed by the Board of Directors
and the managing director, called the Chief Executive Officer.
The Company has appointed a managing director’s deputy,
the Deputy Chief Executive Officer.

Kemira Oyj’s Articles of Association can be found on the
Company’s website at www.kemira.com.

Shareholders’ meeting

Kemira Oyj's shareholders” meeting, the Group’s highest
decision-making body, is held at least once a year. The An-
nual General Meeting (AGM) must be held each year by the
end of May. The AGM makes decisions on tasks within its
competence under the Companies Act, such as the adop-
tion of the financial statements and dividend payout, the
discharge of Board members and the managing director and
his deputy from liability, as well as the election of the Board
of Directors and auditors, and their emoluments and fees.

A notice of a shareholders” meeting must be published in
at least two national newspapers, specified by the Board of
Directors, no earlier than 2 months and no later than 17 days
prior to the meeting.

Kemira Oyj's Annual General Meeting was held in Helsinki
on April 16, 2007.

As requested by the Government of Finland as a share-
holder of Kemira Oyj, the Board of Directors of Kemira Oyj
convened an Extraordinary General Meeting (EGM) which
was held in Helsinki on October 4, 2007. The EGM decided
on the election of the Company’s Board of Directors, the dis-
solution of the Supervisory Board and related amendments
to the Articles of Association.

Shareholder-appointed Nomination Committee

Oon April 16, 2007 Kemira Oyj’'s AGM decided to appoint

a Nomination Committee to prepare proposals for Board
members and their emoluments for the next AGM. The right
of appointing Nomination Committee members, represent-
ing Company shareholders, will rest with the three largest
shareholders who account for the largest share of the votes
conferred by all of the Company’s shares on November 1,
preceding the Annual General Meeting. The Chairman of
Kemira’s Board of Directors acts as an expert member of the
Committee.

Nomination Committee Members

e Jari Paasikivi, President and CEO, Oras Invest Oy, chairman
of the committee

* Pekka Timonen, Director General, Prime Minister’s Office

* Risto Murto, Chief Investment Officer, Varma Mutual
Pension Insurance Company

e Pekka Paasikivi, an expert member of the committee and
Kemira Oyj’s Board Chairman

Supervisory Board

The AGM 2007 elected eight members to the Supervisory

Board. The EGM of October 4, 2007, decided on the dissolu-

tion of the Supervisory Board. In the last financial year, the

Supervisory Board met three times with an average attend-

ance rate of 83 percent. Supervisory Board members were:

e Aulis Ranta-Muotio (b. 1946), M.Sc. (Agr. and For.),
Chairman of the Supervisory Board

¢ Mikko Elo (b. 1943), Licentiate in Philosophy, First Vice
Chairman

e Heikki A. Ollila (b. 1950), Member of Parliament, Second
Vice Chairman

e Pekka Kainulainen (b. 1941), Professional Board Member

e Mikko Langstrom (b. 1940), Managing Director

e Susanna Rahkonen (b. 1968), Master of Laws

¢ Risto Ranki (b. 1948), Industrial Counselor

e Katri Sarlund (b. 1965), Teacher
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Having the right to attend Supervisory Board meetings with-

out voting rights, employee representatives were as follows:

e Reino Holappa (b. 1951), Chief Shop Steward

¢ Jouni Kukkonen (b. 1947), Responsible Foreman

e Terttu Saukko-Vahamaki (b. 1958), Shipping and Safety
Manager

e Teuvo Virtala (b. 1952), Process Operator

e Pauli Lehtonen (b. 1949), Driver (deputy)

e Juha Outila (b. 1962), Research Assistant (deputy)

Emoluments

Based on decisions taken by the shareholders” meeting,
Supervisory Board members were entitled to a monthly fee
and a fee per meeting. Compensation for travel expenses
was based on the Company’s Traveling Compensation Requ-
lations. The monthly fee payable to the Supervisory Board
Chairman was EUR 1,000, with EUR 600 payable to the Vice
Chairmen and EUR 500 to other members. The fee for meet-
ing attendance was EUR 200 per meeting.

Emoluments to the Supervisory Board

EUR 2007 2006
Chairman 9,974 12,800
Vice Chairmen 12,209 16,000
Other members 26,535 33,400
Total 48,718 62,200

Board of Directors

The AGM elects the Chairman, Vice Chairman and other
members of the Board of Directors. In accordance with the
Articles of Association, the Board of Directors comprises 4-8
members. On April 16, 2007, the AGM elected seven Board
members to Kemira Oyj’s Board of Directors: Anssi Soila as
Board Chairman, Eija Malmivirta as Vice Chairman and as
members Elizabeth Armstrong, Heikki Bergholm, Ove Matts-
son, Kaija Pehu-Lehtonen, and Markku Tapio.

The EGM, held on October 4, 2007 as requested by the
Government of Finland as a shareholder, elected seven Board
members, with Pekka Paasikivi as the new Chairman and
Juha Laaksonen as a new Board member. The former mem-
bers, Eija Malmivirta, Vice Chairman, and Board members
Elizabeth Armstrong, Ove Mattsson, Kaija Pehu-Lehtonen and
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Markku Tapio were elected to continue as members of the
Board of Directors.

In 2007, the Board of Directors met 13 times with an
attendance rate of 97,8 percent. All of the Board members
are independent of the Company. Of the Board members,
Chairman of the Board, Pekka Paasikivi, is the Board Chair-
man of Oras Invest Oy and Markku Tapio is employed by the
Government of Finland in the Ownership Steering Depart-
ment of the Prime Minister’s Office. Oras Invest Oy and the
Government of Finland each own over 10 per cent of Kemira
Oyj’s shares.

Tasks and duties

According to the Articles of Association, the Board of Direc-
tors is tasked with duties within its competence under the

Companies Act. It has drawn up written rules of procedure

defining its key duties and procedures. The Board of Direc-

tors evaluates its performance and working methods on an
annual basis.

The Board of Directors is in charge of Corporate Govern-
ance and the due organization of the Company’s opera-
tions. It prepares the agenda for the shareholders” meet-
ing, decides on convening the shareholders” meeting and
ensures the practical implementation of decisions taken by
the shareholders” meeting. In addition, the Board of Directors
decides on authorizations for representing the Company.

The Board of Directors decides on matters which, in view
of the scope and type of the Company’s operations, are
uncommon or involve wide-ranging effects, such as the ap-
proval of the Group’s objectives and the strategy formulated
for achieving them, the approval of action plans, the defini-
tion and approval of control principles, the approval of the
Company’s organizational structure, as well as the approval
of the managing director, his deputy and members of the
Group Management Board and the supervision and assess-
ment of their performance.

The Board of Directors also manages other tasks within
its competence under the Companies Act. It is responsible
for the due organization of the supervision of the Company’s
accounting and asset-liability management. The Board of
Directors sees to it that the Company’s financial statements
give a true and fair view of the Company’s affairs and that
the consolidated financial statements are prepared under
the International Financial Reporting Standards (IFRS) and



the parent company’s financial statements under the acts
and requlations in force in Finland (FAS). The Board of Direc-
tors” meetings discuss the Company’s profit performance at
monthly level. The Board of Directors discusses the Compa-
ny’s audit with the auditor.

Board members as of October 4, 2007

e Pekka Paasikivi (b. 1944), B.Sc. (Eng.), Board Chairman

e Eija Malmivirta (b. 1941), M.Sc. (Eng.), Vice Chairman of
the Board

e Elizabeth Armstrong (b. 1947), Ph.D, member

¢ Juha Laaksonen (b. 1952), B.Sc. (Econ.), member

¢ Ove Mattsson (b. 1940), Ph.D, member

e Kaija Pehu-Lehtonen (b. 1962), M.Sc. (Eng.), member

e Markku Tapio (b. 1948), B.Sc. (Pol. Sc.), member

Board members until October 4, 2007

e Anssi Soila (b. 1949), M.Sc. (Eng.), M.Sc. (Econ.), Board
Chairman

e Eija Malmivirta (b. 1941), M.Sc. (Eng.), Vice Chairman of
the Board

e Elizabeth Armstrong (b. 1947), Ph.D, member

e Heikki Bergholm (b. 1956), M.Sc. (Eng.), member

¢ Ove Mattsson (b. 1940), Ph.D, member

e Kaija Pehu-Lehtonen (b. 1962), M.Sc. (Eng.), member

e Markku Tapio (b. 1948), B.Sc. (Pol. Sc.), member

Emoluments

Based on decisions by the shareholders” meeting, Board
members are entitled to a monthly fee and a fee per meet-
ing. Compensation for travel expenses is based on the Com-
pany’s Traveling Compensation Reqgulations. The monthly fee
payable to the Board Chairman is EUR 4,500, with EUR 3,250
payable to the Vice Chairman and EUR 2,550 to other mem-
bers. In addition, members living in Finland are entitled to a
fee of EUR 600 per meeting, while those living elsewhere in
Europe receive EUR 1,200 and non-European Board members
EUR 2,400. Those attending Board committee meetings are
also entitled to a fee per meeting.

Emoluments to the Board of Directors

EUR 2007 2006
Chairman 69,783 67,740
Vice Chairman 52,200 52,200
Other members 234,599 222,000
Total 356,582 341,940

Board committees

Kemira Oyj’s Board of Directors has appointed two commit-
tees: the Audit Committee and the Nomination and Com-
pensation Committee. The Committees report to the Board
of Directors on each meeting.

Audit Committee
The Audit Committee works according to the Charter ap-
proved by the Board of Directors. The task of the Audit
Committee is to assist the Board of Directors in fulfilling its
oversight responsibilities for the financial reporting and asset
management process, the system of internal control, risk
management, the audit process, and Kemira’s process for
monitoring compliance with laws and regulations and the
Kemira Code of Conduct confirmed by the Board of Directors.
The Audit Committee consists of members independ-
ent of the Company, elected by the Board of Directors from
amongst its members. Chaired by Heikki Bergholm, the Audit
Committee comprised Eija Malmivirta and Anssi Soila until
October 4, 2007 starting from which the Audit Committee
was chaired by Juha Laaksonen and had Eija Malmivirta and
Kaija Pehu-Lehtonen as members. The Audit Committee met
five times in 2007.

Nomination and Compensation Committee

The Nomination and Compensation Committee is made
up of members independent of the Company and elected
by the Board of Directors from amongst its members. The
Board of Directors has approved a Charter for the Commit-
tee, according to which the Committee deals with mat-
ters related to management compensation and personnel
reward schemes alongside matters related to the appoint-
ments and the assessment of operations of the managing
director, his deputy and members of the Group Management
Board.
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Anssi Soila chaired the Committee until October 4, 2007,
after which Pekka Paasikivi has held the position. Ove Matts-
son and Markku Tapio acted as members of the committee.
In 2007, the Nomination and Compensation Committee met
five times.

Managing Director

The Board of Directors appoints the managing director and
the managing director’s deputy. Under the Articles of As-
sociation, the managing director is responsible for managing
and developing the Company and the Group in accordance
with the instructions and regulations issued by the Board of
Directors.

President and CEO Lasse Kurkilahti acted as the Group’s
managing director until December 31, 2007. Harri Kerminen
holds the position of the Group’s President and CEO as of
January 1, 2008. Group Deputy CEO Esa Tirkkonen is his
deputy.

Lasse Kurkilahti will remain as a Senior Adviser start-
ing from January 1, 2008 until April 7, 2008, after which his
contract with Kemira will come to an end in line with a prior
agreement.

The managing director and the managing director’s
deputy, including their related parties, are not involved in any
substantial business relationships with the Company.

Group management board

Kemira Oyj has a management board which was divided
into two management boards in February 2008. Business
Management Board concentrates on business steering and
Strategic Management Board concentrates on strategic
issues.

Management board members:

Business Management Board:

e Harri Kerminen, President and CEO (Chairman)

e Esa Tirkkonen, Deputy President and CEO (Vice Chairman)

e Jyrki Maki-Kala, President of the business area Kemira
Pulp&Paper

¢ Pekka Ojanpaa, President of the business area Kemira
Water

» Hannu Virolainen, President of the business area Kemira
Specialty
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Strategic Management Board:
e Members of the Business Management Board
e Hannu Melarti, Region Head for North America
e Hilton Casas de Almeida, Region Head for Latin America
e Ronald Kwan, Region Head for Asia Pacific
* Petri Boman, Executive Vice President,
Procurement and Logistics
e Jukka Hakkila, Group General Counsel
e Timo Leppd, Executive Vice President,
Group Communications
e Matti Nenonen, Executive Vice President, Strategy
e Hannu Toivonen, Executive Vice President, Technology

Management compensation and employment terms
The Board of Directors determines Group’s management
board members’ salaries and other remuneration and the
Managing Director’s and his deputy’s employment terms.
Performance-based bonuses are determined by the achieve-
ment of Group and business area specific performance
targets for each financial year. Management compensation
consists of a monthly salary, perquisites and performance-
based bonuses, the latter being based on cash bonuses and
Kemira Oyj shares.

The Managing Director Harri Kerminen is entitled to retire
at the age of 62 and his deputy Esa Tirkkonen is entitled
to retire at the age of 60. The Managing Director’s and his
deputy’s pension entitlement is based on a contract accord-
ing to which the maximum pension accounts for 66 percent
of his pensionable earnings. This opportunity is based on the
benefits provided by the Company pension fund, closed to
new members since January 1, 1991.

A six-month period of notice applies to the Managing
Director and his deputy. The Managing Director will receive
severance pay equaling his 12-month salary and his deputy
will receive severance pay equaling his 18-month salary if
the Company gives them notice.

Information on the management stock option program
and share-based incentive plan can be found on page 117,
Shares and Shareholders, and page 81, Notes to the Consoli-
dated Financial Statements. The stock option scheme was
discontinued on May 31, 2007 when the subscription period
for stock options terminated.



Compensation to management board

2007 2006
Lasse Kurkilahti, President and CEO
Salary incl. perquisites, EUR 657,465 698,208
Performance-based bonus, cash bonus, EUR 289,866 155,001
Performance-based bonus, Kemira Oyj shares, EUR * 713,396 496,110
Total salary, EUR 1,660,727 1,349,319
Kemira shares, as performance-based bonus 15,300 13,800
Esa Tirkkonen, Deputy President and CEO
Salary incl. perquisites, EUR 311,460 287,323
Performance-based bonus, cash bonus, EUR 136,979 79,170
Performance-based bonus, Kemira Oyj shares, EUR * 325,278 248,055
Total salary, EUR 773,717 614,548
Kemira shares, as performance-based bonus 6,962 6,900
Total for other management board members
Salary incl. perquisites, EUR 2,072,396 1,980,494
Performance-based bonus, cash bonus, EUR 785,879 489,484
Performance-based bonus, Kemira Oyj shares, EUR * 1,753,188 855,490
Total salary, EUR 4,611,463 3,325,468
Kemira shares, as performance-based bonus 37,871 23,805

“ Share remuneration includes total of paid cash and value of Kemira Oyj shares.

Group structure

The Group’s business is organized into four business areas
(BA) subdivided into strategic business units (SBU). The

Group synergies and managing and coordinating certain
Group-wide functions such as energy procurement, human

resources, legal affairs, logistics, purchasing and sourcing,
financing, risk management, internal auditing, finances, IT
management, R&D, environmental protection and commu-
Corporate Center is responsible for the exploitation of intra- nication.

Kemira Group

For more detailed information, please visit www.kemira.com.

BA BA
Kemira Pulp&Paper Kemira Water

BA
Kemira Specialty

BA
Kemira Coatings
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Internal control

Kemira maintains an internal control system to ensure ef-
fectiveness and efficiency of operations, including reliability
of financial and operational reporting and compliance with
applicable reqgulations, policies and practices. The main com-
ponents of internal control are management and organiza-
tional culture, risk assessment, control activities, reporting
and communication, as well as monitoring and auditing.

Management and organizational culture

Kemira’s corporate values and Code of Conduct provide the
basis for corporate governance in the Group and communi-
cation with major stakeholder groups. The Kemira Code of
Conduct has been communicated to all Group staff. Every
employee has the right and duty to report any violations of
law and the Code of Conduct. Kemira conducts an annual
employee opinion survey and an internal control survey to
elicit its staff’s views of the job climate and the status of
internal control.

Risk assessment

Kemira's risk management is based on the principle of Enter-
prise Risk Management (ERM). Enterprise Risk Management
approach refers to the systematic and proactive identifica-
tion, assessment and management of various risk catego-
ries, such as strategic, hazard, operational and financial risks,
with the aim of defining and reaching the desired level

of aggregate risk in relation to the Group’s risk tolerance,
while ensuring the continuity of operations. Pages 44-45
and 105-107 provide more information on the risks and risk
management.

Control activities

Control activities are implemented throughout the units and
organizational levels and include, for example, reporting, ap-
proval procedures, reconciliations, the segregation of duties
and the safeqguarding of assets. Kemira’s Business Control
Manual contributes to the maintenance and development
of the adequate and uniform internal control system in the
Group companies.
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Reporting and communication

All Kemira units apply consistent accounting and report-

ing policies based on the International Financial Reporting
Standards (IFRS). The Group’s financial reporting policies and
quidelines and all other Group policies and instructions, are
available on the Group’s intranet. An extensive program is
ongoing in Kemira to harmonize business processes in line
with its strategy and to implement a global, comprehensive
enterprise resource planning system to ensure timely and
reliable information.

Monitoring and auditing

The line organizations are responsible for monitoring the
effectiveness of the internal control system. Kemira Group’s
internal audit function provides independent appraisal and
assurance for the review of operations within the Group

to support the management and the Board of Directors

in fulfilling their oversight responsibilities. Internal auditors
have complete and unrestricted access to all Kemira activi-
ties. Internal audit function reports functionally to the Board
Audit Committee of its findings and recommendations and
administratively to the Group General Counsel. Internal audit
plans and findings are subject to the regular review with the
external auditors during the course of the year.

Audit

Under the Articles of Association, the shareholders” meeting
elects one auditor who must represent an accounting firm
certified by the Central Chamber of Commerce as an Author-
ized Public Accountant.

The auditor’s term of office terminates at the close of
the AGM following its election. The Annual General Meeting
2007 elected KPMG Oy Ab, Authorized Public Accountants,
the Company’s auditor, with Pekka Pajamo, Authorized Public
Accountant, acting as chief auditor.

In 2007, the audit fee paid to the auditor (KPMG) totaled
EUR 1.8 million and the fee unrelated to audit totaled EUR
1.9 million.



Insiders

As provided by the Finnish Securities Markets Act, Kemira
Oyj’s insiders consist of insiders subject to disclosure require-
ments, permanent company-specific insiders and project-
specific insiders. On the basis of their position, Kemira’s
insiders subject to disclosure requirements comprise Board
members, the managing director and the deputy managing
director, members of the Kemira Oyj's Management Board
and the auditor or the chief auditor representing the inde-
pendent firm of public accountants. Kemira Qyj’s permanent
company-specific insiders comprise certain other persons
separately specified by the Group General Counsel.

Kemira Oyj complies with the Insider Guidelines issued
by the OMX Nordic Exchange Helsinki, according to which
insiders should trade in Company shares at a time when
the marketplace has the fullest possible information on
circumstances influencing the value of the Company’s share.
Accordingly, Kemira Oyj’s insiders may not trade in Company
shares for 30 days prior to the disclosure of the Company’s
interim accounts or the release of the financial statements
bulletin.

The Kemira Corporate Center maintains Kemira Oyj's
insider register and updates information on the Company’s
insiders subject to statutory disclosure requirements to be
entered in the public insider register of Finnish Central Secu-
rities Depository Ltd. Kemira’s insider information is available
in the web-based NetSire service maintained by Finnish
Central Securities Depository Ltd.

The table on this page shows insider shareholdings in
Kemira Oyj on December 31, 2007 and on December 31,
2006. Shareholdings include personal shareholdings and
related-party holdings as well as holdings in companies over
which the shareholder exercises control. Persons belonging
to Kemira’s public insiders did not hold any stock options
on December 31, 2007 and on December 31, 2006. The
public list of insiders has changed after December 31, 2007.
Up-to-date insider information as well as updated sharehold-
ing information can be found on the Company’s website at
www.kemira.com.

Insiders’ shareholdings
Name

Shares

Dec. 31, 2007 Dec. 31, 2006

Board of Directors

Armstrong Elizabeth 0 0
Laaksonen Juha 0 not an insider
Malmivirta Eija 2,700 2,700
Mattsson Ove 19,300 19,300
Paasikivi Pekka 625,225 not an insider
Pehu-Lehtonen Kaija 0 0
Tapio Markku 0 0
Management board

Arasjarvi Raija 8,248 5,570
Boman Petri 765 0
Hakkila Jukka 3,713 1,035
Jungar Mats 5,967 0
Kerminen Harri 17,167 11,200
Kurkilahti Lasse,

President and CEO 58,300 32,000
Leppa Timo 7,698 5,020
Maki-Kala Jyrki 3,601 not an insider
Ojanpaa Pekka 4,748 2,070
Pekkarinen Visa 19,626 12,400
Raty Timo-Pekka 2,678 0
Tammi Helena 7,588 4910
Tirkkonen Esa 22,037 15,075
Toivonen Hannu 7,588 4910
Auditors

Pajamo Pekka 0 0
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Our objective is to identify, assess and manage strategic and operational
risks proactively, as well as hazard and financial risks. The Enterprise Risk
Management approach enables us to react to changing circumstances
and to ensure the continuity of our operations.

Risk management principles
Kemira's risk management is based on the principle of Enter-
prise Risk Management (ERM). We define risks as potential
events or circumstances, which, if they materialize, may
affect Kemira’s ability to meet its strategic and operational
goals in a sustainable and ethical way. The Enterprise Risk
Management approach refers to the systematic and proac-
tive identification, assessment and management of various
risk categories, such as strategic, operational, hazard and
financial risks, with the aim of defining and reaching the
desired level of aggregate risk in relation to the Group’s risk
tolerance, while ensuring the continuity of our operations.
Various Group guidelines and policies specify manage-
ment objectives, the division of responsibilities and risk
limits in greater detail. One of our leading risk management
principles is that risk ownership remains with the business or
function owner, which also assumes responsibility for its risk
management. While the Group’s Risk Management function
has the role of developing and coordinating risk manage-
ment and risk management networks within the Group,
Kemira's Internal Audit is in charge of assessing the Risk
Management function and its measures.

Risk management practices

Kemira performs risk identification and assessment by busi-
ness area, applying the jointly agreed risk self-assessment
methodology. Risk reporting by business area can also be
supplemented by identifying and assessing risks associated
with various support functions, major manufacturing plants
or investment projects, for example. As a result of these
assessments, Kemira’s management and business areas
have risk maps and risk lists at their disposal, and the risk
management action plans based on these are integrated as
part of business action plans by business area.
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In order to reap cost benefits and ensure sufficient Group-
level control, Kemira manages certain risk management
activities on a centralized basis, including the purchase of
insurance cover for certain risks, such as general third party
and product liability, cargo, property and business interruption
for major production sites, as well as the hedging of treasury
risks. The Group also manages industrial and business envi-
ronment, customer and technological intelligence processes
on a centralized basis with a view to being able to respond to
changing circumstances in a proactive and synergic way.

Examples of risks

Since a variety of risks affect how we can achieve our
targets, we aim to identify, assess and manage strategic and
operational risks proactively, alongside hazard and financial
risks. Despite our efforts, it is possible that some of the risks
will materialize and have a significant impact on the achieve-
ment of Kemira’s targets. Pages 105-107 in the Notes to
the Financial Statements provide more detailed information
on environmental and financial risks. Our other major risks
presented below are associated, for example, with acquisi-
tions, integration, changes in the industry, human resources,
product development, sourcing and competition.

Acquisitions

Continuous growth, in line with our strategy, will require

not only organic growth but also acquisitions. If we cannot
identify appropriate acquirees or if the purchase price of pro-
spective companies proves too high, we may be exposed to
the risk of not meeting our targets set for growth. Any bad
timing of acquisitions may also contribute to the availability
and price of acquirees. Furthermore, if our corporate culture
is overly risk-averse, we may fail to identify and buy strategi-
cally fit acquirees.



Integration

A successful post-acquisition business integration process is
vital for the purpose of achieving the intended results. We
may be unsuccessful in integrating an acquiree if we do not
remain determined to manage the integration process or

if we have not secured sufficient resources for the process.
Diverse corporate cultures and their poor management may
also slow down the integration process, reflected in weaker-
than-planned financial performance.

Changes in the industry

Major changes in the customer base or business practices
may significantly affect our business and profit performance.
For instance, we may lose certain customers or gain a more
disadvantaged position in sales negotiations as a result of
the consolidation of our customer companies. Major global
production capacity fluctuations may affect demand for,

and the price determination of, our products. The migration
of certain industries to new geographic regions may also
involve a risk.

Human resources

We may run the risk of not being able to implement our
growth strateqy if we are unsuccessful in hiring and retaining
skilled and motivated employees. Succeeding in succes-

sor planning is essential to continuous, smooth operations,
considering that the related training is a long-term process.
The monitoring and management of our personnel’s age
structure are also important.

Product development

Product development without a customer-driven approach
would have an adverse effect on our market position and
competitiveness. We must also ensure that our product

development focuses on expertise as well as products and
services important to us and our customers and that it oper-
ates sufficiently systematically and fast.

Sourcing

High profitability requires cost-efficient sourcing and com-
petitive raw material and commodity prices. The lack of
availability of certain raw materials may affect our produc-
tion if we have not prepared for this by mapping out alterna-
tive suppliers or opportunities for process changes. Any rise
in raw material and logistics costs will erode our financial re-
sults if we are not able to pass such hikes onto the prices of
our end products. Kemira’s purchase of some raw materials
from rival companies may also be perceived as a risk associ-
ated with sourcing.

Competition

Any major change in competition, such as new entrants

or very aggressive regional price competition represents a
risk. Substitute products may also weaken our competitive
position. Given that the price/quality ratio is a salient part of
competition, it is possible that competitors in some of our
business areas will increase their sales by combining low
prices with inferior quality. Understanding business practices
and local needs in certain market areas provides local com-
panies with a competitive edge.
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Kemira Group's revenue for 2007 rose by 11% year on year, to EUR
2,810.2 million (2006: EUR 2,522.5 million). Operating profit totaled
EUR 143.1 million (193.7). The operating profit includes write-downs
and other non-recurring items, with their net effect on operating profit
amounting to EUR -31.5 million (+23.2). Operating profit excluding
non-recurring items was EUR 174.6 million (170.5). Earnings per share
was EUR 0.53 (EUR 0.90). The Board of Directors will propose a per-
share dividend of EUR 0.50 for 2007, corresponding to a dividend pay-
out ratio of 95% and a 4% growth over the previous year. Excluding
non-recurring write-downs the payout ratio is 57%. For the financial
year 2006, Kemira paid out a dividend of EUR 0.48 per share.

KEY FIGURES AND RATIOS

EUR million 2007 2006%* Change %
REVENUE 2,810.2 2,522.5 11
EBITDA 316.9 317.2 0
EBITDA, % 11.3 12.6

OPERATING PROFIT 143.1 193.7 -26
Operating profit, % 5.1 7.7

Operating profit, excluding

non-recurring items 174.6 170.5 2

Operating profit, excluding
non-recurring items, % 6.2 6.8
Financial income

and expenses 4119 -37.2
PROFIT BEFORE TAX 933 154.2
Profit before tax, % 3.3 6.1
NET PROFIT 67.5 112.2
EPS, EUR 0.53 0.90
EPS, EUR, excl.

write-downs 0.87 0.90
Capital employed * 2,035.8 1,876.6
ROCE, % * 7.1 10.2
Cash flow after invest-

ments, excluding

acquisitions -82.5 155.0
Personnel at period-end 10,007 9,327

* 12-month rolling average
“* Prior year correction included

REVENUE AND OPERATING PROFIT FOR 2007
Kemira Group's revenue for 2007 rose by 11% over the previous year,
to EUR 2,810.2 million (2,522.5). Acquisitions accounted for EUR 314.9
million of revenue growth, while divestments eroded revenue by EUR
26.9 million. Organic growth in local currencies was 2%. The currency
effect decreased revenue by 2% or EUR 54 million.

Revenue by market area was as follows: Europe 67%, North
America 23%, South America 4%, Asia 5% and Others 1%.

Revenue by business area:

EUR million 2007 2006
Kemira Pulp&Paper 1,018.3 993.3
Kemira Water 730.5 467.6
Kemira Specialty 425.9 456.2
Kemira Coatings 625.2 562.8
Other, including eliminations 10.3 42.6
Total 2,810.2 2,522.5

Kemira’s operating profit for 2007 decreased by 26%, to EUR 143.1
million (193.7) and includes write-downs, gains on the sale of assets
and other non-recurring items, whose net effect amounts to EUR
-31.5 million (+23.2). Based on a strategic review, decisions were
made on measures leading to write-downs totaling EUR 47.1 million
for the last quarter. Excluding non-recurring items, operating profit
came to EUR 174.6 million (170.5), representing growth of 2%. Acqui-
sitions contributed EUR 13.7 million to operating profit, while divest-
ments depressed operating profit by EUR 2.4 million. Operating profit
as a percentage of revenue, excluding non-recurring items, decreased
from 6.8% to 6.2%. The weakened US dollar had a negative effect on
both revenue and operating profit, and the currency effect decreased
operating profit by approximately EUR =10 million.

Operating profit by business area:

EUR million 2007 2006
Kemira Pulp&Paper 66.8 90.8
Kemira Water 45.0 353
Kemira Specialty 13.5 45.8
Kemira Coatings 73.1 721
Other 55% -50.3
Total 143.1 193.7
Non-recurring items included in operating profit:

EUR million 2007 2006
Kemira Pulp&Paper -11.6 11.0
Kemira Water =351 -0.2
Kemira Specialty -10.6 3.6
Kemira Coatings 8.8 16.4
Other -15.0 -7.6
Total -31.5 232
Operating profit excluding write-downs

and other non-recurring items:

EUR million 2007 2006 2007 2006
Kemira Pulp&Paper 78.4 79.8 7.7% 8.0%
Kemira Water 48.1 35.5 6.6% 7.6%
Kemira Specialty 241 422 5.7% 9.3%
Kemira Coatings 64.3 55.7 10.3% 9.9%
Other -40.2 -42.7

Total 174.6 170.5 6.2% 6.8%
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Profit before tax amounted to EUR 93.3 million (154.2) and net profit
totaled EUR 67.5 million (112.2). Earnings per share were EUR 0.53
(0.90).

Current tax came to EUR 25.8 million (42.0), representing an effec-
tive tax rate of 27.7%. The effective tax rate was lower than with cur-
rent tax rate due to the utilization of tax losses and non-taxable gains
on assets sold. On the other hand, write downs of assets increased
the effective tax rate.

The company’s 2006 Financial Statements and interim reports for
2007 projected an increase in revenue, operating profit and earnings
per share on 2006. However, due to an underperforming last quarter
and non-recurring items, only revenue showed growth on the previ-
ous year’s levels. The Group’s financial targets for 2007 were a mini-
mum of 5% organic growth in revenue, a minimum of 10% growth in
earnings per share and continuous improvement in return on capital
employed. The shortfall in meeting the defined targets was particu-
larly due to weak performance of Kemira Specialty, the weakened US
dollar and non-recurring items.

CAPITAL EXPENDITURE

Gross capital expenditure, excluding acquisitions, totaled EUR 254.4
million (164.7) in 2007. The largest investments involved a chemi-
cal plant constructed at the site of a pulp mill in Uruguay, for EUR
43.1 million; a paint factory constructed in the Stockholm area, for
EUR 12.4 million; the deployment of a new Group-wide enterprise
resource planning system, for EUR 23.3 million; and an environment-
related capital investment in Pori, for EUR 17.2 million. Maintenance
investments represented some 26% of capital expenditure excluding
acquisitions.

The Group recorded EUR 173.8 million (123.5) in depreciation,
including EUR 37.9 million as write-downs.

Gross capital expenditure, including acquisitions worth EUR 66.6
million (297.3), totaled EUR 321.0 million (462.0). Cash flow from
the sale of assets, including the repayment of Kemapco loans, was
EUR 0.2 million in the negative (proceeds of EUR 102.8 million). The
Group's net capital expenditure totaled EUR 321.2 million (359.1).

FINANCIAL POSITION AND CASH FLOWS
The Group maintained a good financial position and liquidity through-
out the financial year.

In 2007, the Group reported cash flows of EUR 172.1 million
(216.8) from operating activities and showed a negative free cash
flow of EUR 149.1 million (-142.3). Net working capital was 15.2%
(15.0%) of revenue. Kemira Oyj paid out EUR 58.2 million (43.6) in
dividends to its shareholders. On December 31, 2007, the Group’s net
liabilities stood at EUR 1,003.4 million (827.4).

Interest-bearing liabilities totaled EUR 1,056.1 million. The duration
of the Group's interest-bearing loan portfolio at the year-end was 13
months (16).

Equity ratio stood at 39% (39%), while gearing was 92% (76%).

Kemira 2007

Net financial expenses increased to EUR 51.9 million (37.2), due to
increases in loans raised and higher market interest rates. The Group’s
net financing cost was 5.2%.

Cash and cash equivalents on December 31, 2007 totaled EUR 52.6
million. The unused amount of the revolving credit facility, falling due
in 2012, totaled EUR 583.3 million.

In October of 2006, Kemira signed a credit facility enabling six
Group companies to sell certain account receivables to a finance
company. The related credit risk transfers to the finance company and
the receivables are derecognized from the Group companies’ balance
sheet. The amount of outstanding sold receivables on December 31,
2007 was EUR 23.7 million (15.7).

The Group’s most important exchange rate risk arises from USD
denominated exports from the euro area. Approximately 75% of
the exchange rate risk, equivalent annually to EUR 50 million, due to
exposure to the US dollar, was hedged during the year. In addition to
exchange rate risk, Kemira Pigments Oy's euro denominated sales are
also indirectly exposed to the US dollar, since the world market pricing
of titanium dioxide is based on the US dollar. In addition, the Group is
exposed to a USD risk when USD denominated items are converted
into euro in the financial statements.

RISK MANAGEMENT

Kemira's risk management, based on the principle of Enterprise Risk
Management (ERM), refers to the systematic and proactive identifica-
tion, assessment and management of various risk categories, such as
strategic, operational, hazard and financial risks.

Various Group guidelines and policies specify management objec-
tives, the division of responsibilities and risk limits. Risk ownership
remains with the business or function owner, which also assumes
responsibility for the related risk management. While the Group’s Risk
Management function has the role of developing and coordinating
risk management and risk management networks within the Group,
Kemira's Internal Audit is in charge of assessing the Risk Management
function and its measures.

Kemira performs risk identification and assessment by business
area, applying a jointly agreed risk self-assessment methodology. Risk
reporting by business area can also be supplemented by identify-
ing and assessing risks associated with, for example, various support
functions, major manufacturing plants or investment projects. Risk
management action plans based on risk assessments are integrated
as part of business action plans, by business area.

In order to reap cost benefits and ensure sufficient Group-level
control, Kemira manages certain risk management activities on a
centralized basis, including the purchase of insurance cover for certain
risks, such as general third party and product liability, cargo, property
and business interruption insurance for major production sites, as well
as the hedging of treasury risks. The Group also manages industrial
and business environment, customer and technological intelligence
processes on a centralized basis.

Kemira's major strategic and operative risks are associated, for
example, with acquisitions, their integration, changes in the industry,
human resources, product development, sourcing and competition.



RESEARCH AND DEVELOPMENT

Due to the acquisitions conducted over the previous year, operations
expanded markedly. Research and development expenditure totaled
EUR 65.9 million (55.1), accounting for 2.3% (2.2%) of revenue. At the
end of the year, the number of R&D personnel in a total of 10 coun-
tries was 730, with 60% working in Finland. The R&D organization
consists of local customer service points and business area specific
technology centers involved in more demanding development work,
while advanced research is conducted in the Group's research centers
located in Finland and managed on a centralized basis. The majority of
research costs are borne by business areas, with Group financing sup-
porting more risky long-term research and the utilization of synergies.
An innovation contest opened during the year nearly quadrupled the
number of inventions on the previous year.

ENVIRONMENT AND SAFETY

The bulk of Kemira’s business is in the chemical industry, whose
products and operations are governed by numerous international
agreements and regional and national legislation all over the world.
The Group treats its environmental liabilities and risks in its financial
statements in accordance with IFRS. The Kemira Code of Conduct
contains up-to-date environmental and health and safety guidelines,
compliance with law setting the minimum requirement. Management
is not aware of any significant non-compliance conditions with respect
to environmental and safety permits.

In 2007, capital expenditure on environmental protection at
company sites totaled EUR 30.2 million (12.2) and operating costs EUR
39.1 million (35.4). Capital expenditure of around EUR 17.2 million on
the management of the by-products in the Pori titanium dioxide plant
represented the most significant single investment project carried out
in 2007. In addition to developing new business, the investment also
contributes to complying with the requirements set by the environ-
mental permit valid from the end of the year and allows the termina-
tion of the stock piling of by-products on the site.

Provisions for environmental remediation measures, EUR 13.6
million (16.8), are mainly related to landfill closures and remediation
projects for contaminated soil. The decline in provisions was mainly
due to the progress of remediation measures performed, for instance,
at the Kokkola site. Management is not aware of any environmental
liability cases related to previous operations, which would have any
significant effect on Kemira’s financial position.

Corporate acquisitions and divestments did not alter the Group’s
overall environmental liabilities significantly. Regarding two of the sites
of the water chemicals business acquired from Cytec Inc., settlements
concerning the division of the environmental liabilities observed in
analyses are underway in accordance with the acquisition agreement.

The new EU chemicals legislation (REACH) entered into force on
1 June 2007. Registration, testing and risk assessment now required
by the legislation increase the costs of chemical substances produced
in and imported to the EU. Kemira manufactures within, or imports
to, the EU area approximately 250 substances subject to registration
and, additionally, about ten substances are subject to authorization.
The Group has initiated the preparation of pre-registration and other

measures required by the regulatory framework, under the guidance
of the Kemira REACH Competence Center established in Finland. The
implementation of REACH is not expected to have any major effects
on the Group’s competitiveness.

The frequency of occupational accidents increased slightly on the
previous year, to 6.5 (6.0) accidents per million working hours, but no
major industrial accidents accompanied by serious personal injuries or
environmental damage occurred in 2007.

Kemira publishes an annual Environmental Report verified by a
third party and prepared in accordance with IFRS and the guidelines
issued by the European Chemical Industry Council (CEFIC). The report
deals, for example, with emissions and effluents, waste, environ-
mental costs, safety and product safety as well as the use of natural
resources.

HUMAN RESOURCES

The number of Group employees totaled 10,007 on December
31, 2007 (December 31, 2006: 9,327), while the average payroll
numbered 10,008 employees (9,186) in 2007. This growth in staff
numbers came from corporate acquisitions carried out during the
financial year.

The year-end number of employees in Finland, elsewhere in
Europe, the Americas and Asia came to 2,885 (3,020), 4,930 (4,506),
1,709 (1,514) and 483 (287), respectively. On average Kemira
Pulp&Paper had 2,315 employees (2,285) on its payroll, Kemira Water
2,189 (1,596), Kemira Specialty 1,066 (1,102), Kemira Coatings 3,883
(3,541) and Group functions 555 (662).

Salaries and wages for 2007 totaled EUR 360.4 million (326.2). Pay
is determined by national collective and individual agreements, per-
sonal performance and job content. In the context of job evaluation,
Kemira applies systems in global use, enabling the Group to ensure
fair pay, which is competitive in the market, and provide a framework
for employee performance appraisal. Basic pay is supplemented by
performance-based bonus schemes, which cover a large share of
Group employees.

Kemira conducts a Group-wide employee opinion survey every
year, with a view to evaluating developments in leadership work and
the workplace climate. The survey assesses job satisfaction and satis-
faction with working conditions, leadership, communication, super-
visory/managerial performance and performance on unit and Group
level. Its results are compared with those of previous surveys and
the corresponding surveys conducted in the industry, and are used as
the basis of various development projects. With the response rate at
87% in 2007, the survey’s results exceeded the global comparison
index and showed a year-on-year improvement in job satisfaction. In
particular, the leadership, communication and employee reward sys-
tem scored better than a year ago. However, work was perceived as
somewhat more stressful than a year earlier. Kemira emphasizes the
importance of handling survey results on a local basis and the entire
staff’s involvement in analyzing results and planning and implement-
ing any remedies.

The Kemira Code of Conduct specifies Group principles govern-
ing equality. Accordingly, Kemira treats all people equally in recruit-
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ment and working conditions, irrespective of race, gender, religious
beliefs, political opinions and national and social origin. Kemira aims to
achieve equal numbers of applications for vacancies by women and
men, equal opportunities for competence development and career
progression, equal placement on various organizational levels, equal
pay for equal work and equality in other employment terms and
conditions. On December 31, 2007, women accounted for 29% (29%)
of Group employees and men 71% (71%).

The human resources strategy aims to promote a participative
and entrepreneurial culture. The culture module of the Group-wide
development program, Kemira - from Good to Great, defines the
following action areas for strategy implementation: leadership skills,
competence, employee involvement, rewarding, resources, safety
and wellbeing programs. HR development tools — employee opinion
surveys, performance reviews and the 360-degree feedback method
- form the basis for HR action planning, with particular attention being
paid to the reward system’s competitive and motivational aspects.
Leadership and personal development also represent an important
area. Greater employee empowerment, resource plans based on busi-
ness strategies and the qualitative elements of employment - such
as the diversity of duties, opportunities for employees to have their
say in the workplace, others’ support and employee wellbeing issues
- are among the key areas in HR development. Supervisors/managers
monitor and measure these success factors in cooperation with HR
professionals.

KEMIRA PULP&PAPER

Kemira Pulp&Paper - the leading global expert in pulp and paper
chemistry, its energy and cost-efficient solutions spanning the pulp
and paper industry’s value chain from pulping to paper coating.

EUR million 2007 2006 Change %
REVENUE 1,018.3 993.3 3
EBITDA 132.0 137.1 -4
EBITDA, % 13.0 13.8

OPERATING PROFIT 66.8 90.8 -26
Operating profit, % 6.6 9.1

Operating profit, excluding

non-recurring items 78.4 79.8 -2
Operating profit, excluding

non-recurring items, % 7.7 8.0

Capital employed * 800.3 819.5

ROCE, 9% * 8.3 11.0

Capital expenditure,

excluding acquisitions 78.4 77.6

Cash flow after investments,

excluding acquisitions -25.2 65.1

Personnel at period-end 2,285 2,304

“ 12-month rolling average

Kemira 2007

Kemira Pulp&Paper’s revenue grew by 3%, to EUR 1018.3 million
(993.3). Acquisitions pushed revenue up by approximately EUR 50 mil-
lion, while divestments depressed it by around EUR 12 million. Organic
growth in local currencies was 2%. The effect of currencies, particular-
ly of the US dollar, decreased revenue by some EUR 26 million or 3%.

Operating profit decreased to EUR 66.8 million (90.8) due, in par-
ticular, to write-downs of EUR 17.1 million carried out during the last
quarter. In addition, operating profit includes EUR 5.5 million in other
non-recurring income. Net effect of all non-recurring items was EUR
-11.6 million. Operating profit excluding all non-recurring items de-
clined by 2%, to EUR 78.4 million (79.8). The weakened US dollar had
a negative effect on both revenue and operating profit, which was
also burdened by the delayed start up of the Uruguay chemical plant.
Operating profit excluding non-recurring items stood at 7.7% (8.0%).

In June, Kemira announced its intent to increase production of
calcium sulfate pigment, used as paper pigment, by 25,000 tons to
175,000 tons. The value of the investment amounts to approximately
EUR 5 million. Kemira’s paper pigment production plants are located
in Siilinjarvi, Finland. The related calcium sulfate technology has been
developed and productized by Kemira in cooperation with the Finnish
forest industry and related research communities. Calcium sulfate pig-
ment is used as a filler and coating pigment for paper and cardboard.

In August, Finnish Chemicals Oy, a subsidiary of the Kemira Group,
received an EU Commission Statement of Objections concerning the
selling of sodium chlorate, with regard to alleged antitrust activities
during 1994-2000. Kemira Oyj acquired Finnish Chemicals Oy in 2005.
Finnish Chemicals has submitted its reply to the Statement of Objec-
tions.

In December, Kemira sold its 50% ownership in a Japanese hy-
drogen peroxide joint venture company Kemira-Ube Ltd to the other
joint venture partner Ube Industries Ltd. Kemira-Ube's net sales total
approximately EUR 20 million. Kemira aims to reinforce its services for
Japanese pulp and paper chemical customers and is focusing its grow-
ing business in Japan on the fully owned Kemira Japan KK.

In autumn, the construction of a chemical plant in Fray Bentos,
Uruguay, next to Botnia’s pulp mill, was completed. Kemira's chemical
plant began operating in November, once the pulp mill had obtained
an authorization to begin production some months behind the
planned schedule.

Kemira's new Asian Technology Center for the pulp and pa-
per industry began operating in Shanghai during the autumn. This
new center is an important link in Kemira’s R&D network that now
serves customers globally. In addition to the Asian Technology Center,
Kemira's R&D network already covers Europe and America. Kemira
Pulp&Paper is ramping up its R&D operations in Asia, especially in
China, in order to serve its customers efficiently by providing solutions
for local needs.

In January 2008, Jyrki Maki-Kala began his duties as President of
Kemira Pulp&Paper, as Harri Kerminen became the CEO of Kemira Oyj.



KEMIRA WATER

Kemira Water - the leading global expert in municipal and indus-
trial wastewater treatment and process and drinking water treat-
ment. Kemira Water provides products, equipment and services
for municipal and industrial water treatment.

EUR million 2007 2006 Change %
REVENUE 730.5 467.6 56
EBITDA 80.5 53.4 51
EBITDA, % 11.0 11.4

OPERATING PROFIT 45.0 353 27
Operating profit, % 6.2 7.5

Operating profit, excluding

non-recurring items 48.1 355 35
Operating profit, excluding

non-recurring items, % 6.6 7.6

Capital employed * 442.8 269.2

ROCE, % * 10.3 13.4

Capital expenditure,

excluding acquisitions 51.0 19.4

Cash flow after investments,

excluding acquisitions -10.7 26.7

Personnel at period-end 2,384 1,846

“12-month rolling average

Kemira Water’s revenue increased by 56%, to EUR 730.5 million
(467.6), particularly due to the acquisition of Cytec’s water treat-
ment business in October 2006. Acquisitions accounted for EUR 242.3
million of revenue growth. Demand for Kemira's water treatment
chemicals and solutions remained healthy in all market areas. Organic
growth in local currencies was 8%. Furthermore, the currency effect
had a 4% negative impact on revenue.

Operating profit stood at EUR 45.0 million (35.3), including non-
recurring items whose net effect amounted to EUR -3.1 million (-0.2).
During the last quarter of 2007, a write-down of EUR 5.8 million was
recorded pertaining to the restructuring of a subsidiary acquired in
Denmark and the water treatment chemicals business in the USA.
Operating profit excluding non-recurring items totaled EUR 48.71 million
(35.5). Operating profit as a percentage of revenue, excluding non-
recurring items, decreased from 7.6% to 6.6% due to the consolida-
tion of Cytec water treatment business, which had initially a lower
profitability.

The second phase of Cytec’s water treatment and acrylamide busi-
ness acquisition by Kemira was confirmed in January. The first phase,
which closed in October 2006, included all product lines with the
exception of the Botlek site and certain assets of various subsidiaries
in Asia/Pacific and Latin America. The second phase completed the
transfer of the Botlek site located in the Netherlands. The aggregate
purchase price totaled around EUR 199 million, including the second
and last phase purchase prices and the associated costs.

In April, Kemira bought an 80% shareholding in Chongqing Lanjie
Tap Water Materials Co., Ltd. This company is a producer of inorganic
coagulants and organic polymers for water treatment in the munici-
pality of Chongqing in central China. Its main client base resides in
local potable water production. The company’s current revenue, in
the range of EUR 2 million annually, is expected to grow rapidly in the
years to come.

The acquisition of two companies owned by the Brazilian company
Dalquim Industria e Comercio Ltda was completed in April. With a
combined annual revenue of around EUR 12 million, these companies
manufacture inorganic water treatment coagulants and their main
customers include the paper industry and municipalities. In addition
to serving the paper industry’s growing needs, the acquirees focus on
the treatment of municipal drinking and wastewater in the southern
states of Brazil. This acquisition will bolster Kemira's goal of intensi-
fying mutual synergy and strengthening its position as the world’s
leading supplier of pulp, paper and water treatment chemicals in
emerging markets.

In the beginning of October, Kemira announced that it had agreed
to acquire Nheel Quimica Ltda, Brazil's leading water treatment
chemicals company. With this acquisition, Kemira will strengthen its
position in the Brazilian and Latin American water treatment market.
Nheel Quimica’s production plant is located in Rio Claro, Sao Paulo
state. The plant produces the full range of coagulants, which are
mainly used for the treatment of drinking water and wastewater. In
2006, Nheel Quimica’s revenue was around EUR 24 million. This ac-
quisition fits well with Kemira's strategy to enhance its position in fast
growing emerging markets. Anti-trust approval and the fulfillment of
other terms and conditions are required to close the deal.

In the beginning of October, the Finnish city of Oulu introduced
a sludge treatment solution based on Kemira’s Kemicond concept.
Kemicond is a patented sludge treatment solution developed by
Kemira. This solution enables considerable reductions in sludge vol-
ume, generating significant cost savings for Kemira's customers.

The acquisition of Arkema’s coagulant business for water treat-
ment, agreed in the spring, was realized in December. In 2006, the
revenue of Arkema’s coagulant business for water treatment totaled
approximately EUR 19 million. Through this acquisition, Kemira has
become the market leader in inorganic coagulants in France and has
further reinforced its leading position in Spain. The transaction was
confirmed at the beginning of December.
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KEMIRA SPECIALTY

Kemira Specialty - the leading expert in specialty chemicals in
selected customer segments, serving customers in a wide array
of industries, such as the paints, cosmetics, packaging inks, feed
and food industries, through its customer-driven solutions.

EUR million 2007 2006 Change %
REVENUE 425.9 456.2 -7
EBITDA 45.1 77.0 -41
EBITDA, % 10.6 16.9

OPERATING PROFIT 13.5 45.8 =71
Operating profit, % 3.2 10.0

Operating profit, excluding

non-recurring items 24.1 422 -43
Operating profit, excluding

non-recurring items, % 5.7 93

Capital employed * 435.3 451.6

ROCE, % * 3.1 10.1

Capital expenditure,

excluding acquisitions 55.0 30.8

Cash flow after investments,

excluding acquisitions -19.7 53.6

Personnel at period-end 1,028 1,011

“12-month rolling average

Kemira Specialty’s revenue decreased by 7%, to EUR 425.9 mil-

lion (456.2), due to lower sales volumes in ChemSolutions business
unit, continuously fierce competition in the titanium dioxide market
and the clearly lower average sales price for titanium dioxide than

in the previous year. Due to development of the US housing market,
American companies have increased their exports of titanium dioxide
to Europe, which has intensified price competition. In addition, the
weakening US dollar has further improved the competitive position of
American companies in Europe. Furthermore, the currency effect had
a 2% negative impact on revenue.

Operating profit came to EUR 13.5 million (45.8), including non-re-
curring items whose net effect amounted to EUR —10.6 million (+3.6).
During the last quarter, a write-down of EUR 9.2 million was recorded
pertaining to the Chemidet business unit. Operating profit exclud-
ing non-recurring items totaled EUR 24.71 million (42.2). This drop in
operating profit was due in particular to lower sales volumes in the
ChemSolutions and the Chemidet business units, lower sales prices
of titanium dioxide, the weak US dollar and strikes in titanium dioxide
production.

In March, Kemira acquired Sustainable Nutrition B.V. in the Neth-
erlands from the company’s management. Kemira and the acquiree
have collaborated in previous years, when Sustainable Nutrition oper-
ated as Kemira's sales, marketing and product development partner in
the feed industry. The acquisition has strengthened Kemira’s customer
knowledge, particularly in the European feed market.

In April, Kemira concluded an agreement on acquiring all holdings
in the privately owned North American company TRI-K Industries
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Inc. The transaction also includes Maybrook Inc., a wholly owned
subsidiary of TRI-K. TRI-K Industries Inc. is a distributor and producer
of specialty ingredients for the cosmetics and personal care markets.
Headquartered in New Jersey, US, with additional operations in Massa-
chusetts, TRI-K currently employs 50 people and recorded consolidat-
ed revenue of approximately USD 20 million in 2006. This acquisition
has expanded Kemira Specialty’s offering in the cosmetics business,
especially in the field of skin and health care.

In May, Kemira announced the initiation of a process to evaluate
ownership alternatives for its business units Pigments and Chemidet.
Kemira Pigments produces titanium dioxide pigments in Pori, Finland,
and operates a technology center in Germany and the above-men-
tioned North American cosmetics industry company TRI-K Industries.
Kemira Pigments focuses on specialty product markets such as the
flexible packaging and cosmetics industries, where it holds leading
market positions. Pigments’ revenue in 2006 totaled EUR 230 million.
Chemidet produces sodium percarbonate for the detergent industry, in
Helsingborg, Sweden, its revenue being EUR 54 million in 2006.

The evaluation of ownership alternatives for Pigments was con-
cluded in August, entailing no changes in shareholdings. The pre-
liminary outcome of the evaluation process showed that the market
value of the Pigments business unit in the current business and
financial environment did not correspond to the expected future value
of the business. A decision was therefore taken to halt the evaluation
process and concentrate on improving the profitability and cash flow
of Pigments. With respect to the Chemidet business unit, the process
of assessing different ownership alternatives is continuing.

In July, Kemira announced that it would increase its production ca-
pacity of calcium propionate used for the feed and food industries by
establishing a production site in China. The investment also includes
production capacity for feed additive mixtures.

In the beginning of October, Kemira’s subsidiary Kemira Pigments
Oy announced that it had initiated negotiations under the Finnish Act
on Cooperation within Undertakings with its personnel. The company
is pursuing annual savings of around EUR 4.5 million. The objective
is to generate these savings through structural reorganization and
operational efficiency enhancement. These negotiations concluded in
the reduction of 56 employees from the site’s organization. The Pori
plant currently employs approximately 650 staff in Finland.

In January, Kemira Pigments Oy’s Pori titanium dioxide plant
obtained a new environmental permit. This permit applies to the con-
tinuation of the plant’s present operations by raising its capacity from
120,000 tons of pigment to 150,000 tons per year. The permit also ap-
plies to increasing the production of sulfuric acid needed by the plant,
the utilization of its iron sulfate by-product, the closing of the piling
areas for iron sulfate and ilmenite residue located within the plant
site, and work on their surface isolation. Part of the iron sulfate, which
is formed as a by-product of titanium dioxide production, and which
amounts to about 500,000 tons per year, was previously piled on the
site. Now it is sold entirely, to be used as a water treatment chemical
or in the production of such chemicals.



KEMIRA COATINGS

Kemira Coatings - the leading regional expert in painting and
coating solutions in Northern and Eastern Europe, offering
services and branded products to consumers, professionals and

industry.

EUR million 2007 2006 Change %
REVENUE 625.2 562.8 11
EBITDA 91.2 88.9 3
EBITDA, % 14.6 15.8

OPERATING PROFIT 73.1 721 1
Operating profit, % 11.7 12.8

Operating profit, excluding

non-recurring items 64.3 55.7 15
Operating profit, excluding

non-recurring items, % 10.3 9.9

Capital employed * 311.0 310.5

ROCE, 9% * 23.9 23.7

Capital expenditure,

excluding acquisitions 43.5 22.5

Cash flow after investments,

excluding acquisitions 26.0 71.2

Personnel at period-end 3,789 3,494

“12-month rolling average

Kemira Coatings’ revenue increased by 11%, to EUR 625.2 million
(562.8). Indeed, sales development was favorable in all market areas,
particularly in Russia and other CIS countries. Organic growth was 9%.
Revenue was further boosted by the acquisition of two Russian indus-
trial coating companies completed in April 2007, and the launch of the
operations of the Beijing-based sales company in june.

Operating profit stood at EUR 73.1 million (72.1), including non-re-
curring items whose net effect amounted to EUR +8.8 million (+16.4).
Excluding the effect of non-recurring items, operating profit increased
by 15% to EUR 64.3 million (55.7). Operating profit as a percentage of
revenue, excluding non-recurring items, rose from 9.9% to 10.3%.

April saw the completion of the acquisition of two Russian indus-
trial coatings companies. Accordingly, Tikkurila bought 70% holdings in
000 “Gamma” and 000 “Ohtinski zavod poroshkovyh krasok” based
in St Petersburg. With revenue of roughly EUR 8 million and a staff of
110, Gamma is a@ major manufacturer of metal-industry coatings in
Russia. Ohtinski zavod poroshkovyh krasok, a manufacturer and mar-
keter of powder coatings, has revenue of approximately EUR 3 million
and a staff of 50. This acquisition will strengthen Kemira’s position in
the Russian metal-industry coatings market.

In May, Kemira Coatings established a new sales company in China.
Tikkurila (Beijing) Paints Co., Ltd began operating on May 22, 2007, in
Beijing. At the same time, Tikkurila acquired the sales company CEIEC-
Feelings, operating in China. CEIEC-Feelings” business operations and
its staff of 50 persons have been transferred to the new company.
CEIEC-Feelings has been operating since 2002 as the importer of

Tikkurila's decorative paints to China and its revenue for 2007 is es-
timated at approximately EUR 2 million. The completed acquisition is
aimed at consolidating a basis for the development of Kemira’s mar-
ket position in the rapidly growing decorative paints market in China.

In August, Kemira announced that it was pursuing its strategy and
strengthening its position in the Russian coatings markets. Kemira
Coatings (Tikkurila) decided to build a logistics and customer serv-
ice center in Moscow, in order to be able to respond to the chal-
lenges presented by powerful growth and demand. The value of the
investment is approximately EUR 20 million. The center will be built
in Mytish, Moscow, and its opening is scheduled for the summer of
2008. Kemira Coatings has been exporting paints and coatings to Rus-
sia for decades under the Tikkurila brand name. The company also has
local production in Russia, totaling six paint factories. These products
are sold under brands such as Finncolor and Teks. The objective of
the new logistics and customer service center is to bring about a
considerable improvement in Tikkurila’s customer services in the rap-
idly growing market in the Moscow area. The center will also include
facilities for comprehensive customer training, which is an essential
part of Kemira Coatings” marketing.

In August, Alcro-Beckers AB, part of Kemira’s paints and coatings
business, announced its intention to sell its 50% stake in the Swedish
filler producer, Scanspac, to Gyproc AB, part of Saint-Gobain. Spans-
pac’s revenue in 2006 totaled approximately SEK 241 million (EUR 26
million). Scanspac is the leading filler producer in the Nordic area, with
production units in Glanshammar and Sala in Sweden. Since Alcro-
Beckers AB focuses on paint manufacturing, this divestment supports
the unit’s strategy. The divestment was completed at the end of
September.

Furthermore, Alcro-Beckers AB is building a new paint factory in
Nykvarn, south of Stockholm, in connection with the company’s logis-
tics center. Production in the new factory was launched towards the
end of the year. Alcro-Beckers has been manufacturing paint in the
Lovholmen area in central Stockholm since 1902. It sold its production
facility in Stockholm city center last year and will relocate its produc-
tion operations to Nykvarn in early 2008.

OTHER OPERATIONS

Other operations include corporate expenses not charged to the busi-
ness areas, such as some research and development costs and the
costs of the Kemira Corporate Center. During the year, the Group has
particularly invested in harmonizing and enhancing its purchasing and
logistics processes, enterprise resource planning (ERP) system and IT
services. Development programs and investments of several million
euros are aimed at generating cost savings in the forthcoming years
as well as increasing the company’s agility and flexibility in responding
to changes in the business environment. Investments required for the
ERP system will deviate from the original plan and corrective actions
are required and therefore a write-down of EUR 15 million was carried
out during the last quarter.
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Other operations also include the water-soluble fertilizers unit,
which is not part of Kemira’s core business operations. In February,
Kemira sold its shareholding (50%) in Kemira Arab Potash Company
Ltd (Kemapco), part of Water Soluble, to Arab Potash Company Ltd
(APQ).

In March, Kemira sold all of its shares in OnePoint Oy, a provider of
infrastructure and production support services in the Kokkola Industrial
Park, Finland, to Kokkolan Voima, in accordance with a letter of intent
signed in December 2006.

During the first quarter of the year, an error was identified and
reported in the calculation of the provision recognized in 2006 due
to the closure of the Water Soluble unit. This error was corrected
retrospectively in the last quarter figures of 2006 in accordance with
IAS 8. The provision was increased by EUR 8 million, decreasing the
result for the last quarter by the same amount. The tables included in
these financial statements provide more detailed information on the
correction of this error.

KEMIRA 0Y)’S SHARES AND SHAREHOLDERS
On December 31, 2007, Kemira had 16,723 registered shareholders.
Of the shares, 17% (21%) were nominee-registered.

The volume of company shares traded on the OMX Nordic Ex-
change Helsinki totaled 151.6 million at a total trading value of EUR
2,492.9 million. Kemira Oyj shares registered a high of EUR 19.20 and
a low of EUR 13.11, the share price averaging EUR 16.42. The share
closed at EUR 14.40, showing a 15% price decrease during the year.
On December 31, 2007, the company’s market capitalization, exclud-
ing treasury shares, totaled EUR 1,745 million (2,060).

On August 29, 2007, the State of Finland sold 40,097,420 Kemira
Oyj shares to Finnish investors. The sold shares represented 32.1%
of Kemira Oyj's shares. As a result of the transaction, the State of
Finland’s shareholding and voting rights fell to 16.52%. The State of
Finland announced that the shares sold were divided between buyers
as follows:

— Oras Invest Oy 15.6%

- Jari, Jukka and Pekka Paasikivi 1.5% (0.5% each)

- Varma Mutual Pension Insurance Company 8.00%

~ llmarinen Mutual Pension Insurance Company 3.60%
- Suomi Mutual Life Assurance Company 1.92%

- Sampo Life Insurance Company 1.45%.

After the transaction, Kemira’s main shareholder is Oras Invest Oy
and its owners, members of the Paasikivi family.

During the financial year, a total of 77,389 new shares were reg-
istered following subscriptions using warrants under the 2001 stock
option program. Following the corresponding increase of share capital,
on the balance sheet date the company’s share capital totaled EUR
221.8 million and the number of registered shares 125,045,000. The
2001 stock option program ended in May 2007.

On December 31, 2007, Kemira held 3,854,465 million treasury
shares, representing 3.1% of all outstanding company shares. In Feb-
ruary 2007, under the authorization by the Annual General Meeting,
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Kemira transferred 144,143 treasury shares in its possession to per-
sons covered by the share bonus system for management. In 2007, a
total of 18,938 of the shares transferred as part of this incentive plan
returned to the company due to terminations of employment, in ac-
cordance with the plan’s terms and conditions.

BOARD OF DIRECTORS AND AUDITORS

The Annual General Meeting on April 16, 2007 decided that the
number of members of the Board of Directors be seven. The AGM
elected the following Board members for 2007: Anssi Soila (Chair-
man), Eija Malmivirta (Vice Chairman), Elizabeth Armstrong, Heikki
Bergholm, Ove Mattsson, Kaija Pehu-Lehtonen and Markku Tapio.

In an Extraordinary General Meeting held on October 4, 2007, a
decision was made to keep the number of Board members at seven.
Pekka Paasikivi was elected as the Chairman and new member of the
Board of Directors, and Juha Laaksonen as a new Board member. The
current members, Elizabeth Armstrong, Eija Malmivirta, Ove Mattsson,
Kaija Pehu-Lehtonen and Markku Tapio were elected to continue as
Board members until the end of their current terms.

The Board of Directors met 13 times during 2007.

The AGM elected Aulis Ranta-Muotio as Supervisory Board Chair-
man, Mikko Elo as the first Vice Chairman and Heikki A. Ollila as the
second Vice Chairman, and the following as Supervisory Board mem-
bers: Pekka Kainulainen, Mikko Langstrom, Susanna Rahkonen, Risto
Ranki and Katri Sarlund.

The EGM of October 4, 2007 decided to dissolve the Supervisory
Board.

The AGM elected KPMG Oy Ab, Authorized Public Accountants, as
the company’s auditor, with Pekka Pajamo, Authorized Public Account-
ant, acting as chief auditor.

AGM AND EGM DECISIONS

In accordance with the decision of the Annual General Meeting of

April 16, 2007, a dividend of EUR 0.48 per share was paid. Occurring

on April 26, 2007, the total dividend payout totaled EUR 58.2 million.
The AGM decided that the Articles of Association be altered as

follows:

- Article 3 be removed, with respect to the minimum and maximum
share capital, the minimum and maximum number of shares and
voting rights conferred by Company shares;

- Article 4, with respect to the Company’s shares being included in
the book-entry system, and Article 5, with respect to the procedure
governing the dividend record date, be removed;

- Article 7, with respect to the Supervisory Board members’ terms,
be altered in such a way that a Supervisory Board member’s term
span the period from his/her election until the end of the next
AGM, instead of one year;

- Article 10, with respect to the Supervisory Board’s duties, be al-
tered in such a way that the Supervisory Board’s duty be to super-
vise the Company’s administration for which the Board of Directors
and the Managing Director bear responsibility;



- Article 13 be altered in such a way that “to sign the Company’s
business name” become “to have the right to represent the Com-
pany”;

Article 15 be altered in such a way that the Company has one

auditor, who must be a firm of Authorized Public Accountants and,

additionally, the stipulation on the auditor’s age limit be removed

from the said Article 15;

- A reference to the share purchase obligation pursuant to Article 31
be removed from Article 17;

- Clause 2 of Article 18 be removed;

- The terminology of Article 20, with respect to the Annual General
Meeting, be specified as required by the new Limited Liability Com-
panies Act and the alterations of the Articles of Association;

— Articles 21-36 be removed, with respect to share redemption;

- Article 37 “In other respects, the regulations of the Companies Act
currently in force shall be observed” be removed.

The AGM authorized the Board to decide to issue a maximum

of 12,500,000 new shares and/or transfer a maximum of 3,848,877

treasury shares held by the company either against payment or, as

part of the implementation of the Company’s share-based incentive
plan, without payment (“Share issue authorization”). The new shares
may be issued and the treasury shares may be transferred to the

Company’s shareholders in proportion to their current shareholdings

in the Company, or through a private placement if the Company has

significant financial reasons for doing so, such as financing or imple-

menting mergers and acquisitions, developing its capital structure,
improving the liquidity of the Company’s shares or if this is justified for
the purpose of implementing the Company’s share-based incentive
plan. Furthermore, the private placement may be carried out without
payment only in connection with the implementation of the Compa-
ny’s share-based incentive plan. The subscription price of new shares
and the amount payable for treasury shares shall be recognized under
unrestricted equity. The share issue authorization will remain valid
until the end of the next AGM. The share issue authorization has not
been used.

The AGM decided that a Nomination Committee be re-established
in order to enable Kemira to prepare proposals for Board member
candidates and Board emoluments, for the next AGM. The right to
appoint Nomination Committee members, representing Company
shareholders, will rest with the three largest shareholders who ac-
count for the largest share of the votes conferred by all of the Compa-
ny’s shares on November 1, preceding the AGM. In November 2007,
the following persons were elected to the Nomination Committee:
Pekka Timonen, Director General, Prime Minister’s Office; Jari Paasikivi,
CEQ, Oras Invest Oy; and Risto Murto, Senior Vice President, Chief
Investment Officer, Varma Mutual Pension Insurance Company. Pekka
Paasikivi, Kemira Oyj’s Board Chairman, is acting as an expert member
of the Nomination Committee.

An Extraordinary General Meeting of Kemira Oyj was held on
October 4, 2007. The EGM elected members of the Board of Directors,
the number of whom remained at seven. Pekka Paasikivi was elected

as the Chairman and new Board member, and Juha Laaksonen was
elected as a new Board member. The current members, Elizabeth
Armstrong, Eija Malmivirta, Ove Mattsson, Kaija Pehu-Lehtonen and
Markku Tapio will continue as members of the Board of Directors until
the expiry of their current terms.
The EGM decided to dissolve the Supervisory Board and to amend

the Articles of Association as follows:
1. Articles 5 and 8 of the Articles of Association regarding Supervisory

Board were deleted; and
2. Articles 4, 7 and 18, items 3 and 7-10 of the Articles of Association

were amended so that references to the Supervisory Board and

its Chairman, Vice Chairmen and members were deleted.

At its constitutive meeting, the Board of Directors of Kemira Oyj
elected members from among the Board for the Audit Committee
and the Nomination and Compensation Committee. The Board’s Audit
Committee members are Juha Laaksonen, Eija Malmivirta and Kaija
Pehu-Lehtonen. The Audit Committee is chaired by Juha Laaksonen.
The Board’s Nomination and Compensation Committee members are
Pekka Paasikivi, Ove Mattsson and Markku Tapio. The Committee is
chaired by Pekka Paasikivi.

APPOINTMENTS IN KEMIRA MANAGEMENT

At the end of October, Kemira Oyj's Board of Directors appointed
Harri Kerminen, M.Sc. (Eng.), MBA, 56, as the new CEO of Kemira Oyj
as of January 1, 2008. Previously, Harri Kerminen was President of
Pulp&Paper, Kemira’s largest business area.

With effect from the same date, Kemira’s President and CEQ,
Lasse Kurkilahti, became Senior Adviser to the Board of Kemira Oyj.
Mr. Kurkilahti will remain as Senior Adviser for the first quarter of
2008, after which his contract as President and CEO will come to an
end in line with a prior agreement.

Harri Kerminen has held his previous position as President of
Kemira Pulp&Paper since 2006. Prior to that, he was responsible for
the Kemira Specialty business. In his earlier career with Kemira, he has
acted as e.qg. Vice President HR of Kemira Chemicals Oy, Manager of
the Oulu plants as well as working on various challenging production
site projects both in Finland and abroad.

In December, Jyrki Maki-Kala, 46, was appointed President of
Kemira Pulp&Paper and member of Kemira’s Management Board as
of January 1, 2008. Mr. Maki-Kala is vacating his post as Vice President,
Finance & Control in Kemira Pulp&Paper business area, prior to which
he had occupied several international business management positions
in Kemira and in Finnish Chemicals. In his new post, he will report to
Kemira’s CEO Harri Kerminen.

CHANGES IN GROUP STRUCTURE

During the financial year, a number of acquisitions and divestments
were made. These are covered in further detail under the sections
concerning the various business areas.
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PARENT COMPANY’S FINANCIAL PERFORMANCE

The parent company posted revenue of EUR 279.7 million (266.71) and
an operating loss of EUR 22.3 million (operating loss EUR 53.1 mil-
lion). The parent company bears the cost of Group management and
administration as well as a portion of research costs.

The parent company’s net financial expenses came to EUR 28.9
million (+3.8). Net profit was EUR 2.7 million (2.6) and capital ex-
penditure totaled EUR 54.4 million (30.4), excluding investments in
subsidiaries.

DIVIDEND PROPOSAL

The Board of Directors will propose a per-share dividend of EUR 0.50
for 2007, corresponding to a dividend payout ratio of 95%. Excluding
non-recurring write-downs the payout ratio is 57%. For the financial
year 2006, Kemira paid out a dividend of EUR 0.48 per share. Accord-
ing to the Board’s proposal, the dividend record date is March 26,
2008, and the payment date April 2, 2008.

STRATEGIC REVIEW AND FINANCIAL TARGETS

Towards the end of the year 2007, a strategic review was com-

menced in Kemira Group. Based on that, Kemira is seeking to be a

group of global and leading chemical businesses with unique positions

in selected customer segments. Kemira aims at:

— High profitability: world-class efficiency and full utilization of
synergies

- Continuous growth: reinforcing current customer segments, seizing
new business opportunities and segments and strengthening busi-
ness in the emerging markets

- A performance driven culture, based on shared values, which
inspires growth and renewal.

In the framework of the strategic review, decisions have been
made to further develop and enhance expertise and business related
to chemical water treatment solutions. The basis of Kemira’s water
treatment solutions lies in an efficient use of water in industrial proc-
esses and in society. In order to attain its targets, Kemira will align the
operations of Kemira Pulp&Paper and Kemira Water to ensure that
all synergy benefits within and between those business areas will be
captured. Reflecting the special features of Kemira Coatings business,
Kemira has decided to emphasize its independent nature by chang-
ing the steering structure to include a separate Board of Directors
with partly external members. Kemira Specialty will be developed by
maximization of profitability and cash flow.

The purpose of the strategy review is to enhance the Group’s prof-
itability and to secure future growth, and the overall review results
will be ready during the first half of the year.

Kemira Group’s objective is to continuously increase shareholder
value. The Group’s financial targets include organic growth in sales
of more than 5%, operating profit of more than 10%, a positive net
cash flow after capital expenditure and dividends paid, and continuous
improvement in return on capital employed. Gearing comfort zone
is between 40-80%. Kemira’s dividend policy aims at a payout of
40-60% of the Group’s operative net profit.

Kemira 2007

OUTLOOK FOR 2008

Due to the uncertainty prevailing in the world economy and particu-
larly to the increase in prices of oil-based raw materials and energy, at
least first quarter profits will be challenging. Kemira Group’s growth

is expected to continue moderately in 2008, chiefly through organic
growth. As a result of enhancing of production and other operations,
operating profit and earnings per share (excluding non-recurring
items) are estimated to grow from the 2007 level.

The revenue for Kemira Pulp&Paper and Kemira Water will change
due to internal regrouping of customer segments between these
business areas in the beginning of 2008. The change will decrease
Kemira Water’s revenue for 2007 by around EUR 44 million, increase
Kemira Pulp&Paper’s revenue by around EUR 25 million and decrease
eliminations between these businesses by around EUR 19 million. This
change will not have a significant effect on the operating profit of
the businesses. Kemira Pulp&Paper’s and Kemira Water’s combined
revenue is estimated to grow from the 2007 level.

Global demand from Kemira Pulp&Paper’s customer industries is
estimated to remain good. Restructuring of customer industries” op-
erations in North America and Europe will affect Kemira Pulp&Paper’s
growth and will put pressure on the 2008 result and is requiring
counter measures to improve the profitability. Generation of growth
for the business area is projected to come principally from the emerg-
ing markets, including the first year of operation of the pulp chemical
plant in Uruguay. Kemira Water is expected to have a good organic
growth. During 2008, Kemira Water will focus on the integration of ac-
quirees, new product development and profitability improvement. In
Kemira Specialty the demand for titanium dioxide, organic acids and
sodium percarbonate is expected to be good. The average sales price
in euros for titanium dioxide is not expected to rise significantly yet
during the first half of the year, despite of some implemented price
increases in dollar markets. The demand for Kemira Coatings” products
is estimated to remain at a good level in most market areas, with the
strongest growth anticipated in Russia and other CIS countries.

Helsinki, February 6, 2008
Board of Directors

All forward-looking statements in this review are based on the
management’s current expectations and beliefs about future
events, and actual results may differ materially from the expecta-
tions and beliefs such statements contain.
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PER SHARE FIGURES

2007 2006 2005 2004 2003

Per share figures
Earnings per share, EUR V3 0.53 0.90 0.73 0.65 0.64
Earnings per share, diluted, EUR V3 0.53 0.90 0.73 0.65 0.64
Earnings per share excluding write-
downs, basic and diluted, EUR » 0.87 0.90 0.73 0.65 0.64
Cash flow from operations per share, EUR " 1.42 1.79 1.29 2.20 1.85
Dividend per share, EUR % 0.50 0.48 0.36 0.34 1.67
Dividend payout ratio, % 23 95.2 53.4 49.1 53.1 51.5
Dividend yield " 3.5 2.8 2.7 3.4 18.0
Equity per share, EUR V3 8.85 8.85 8.33 7.69 8.77
Price per earnings per share (P/E ratio) 27.40 18.96 18.40 15.63 14.38
Price per equity per share » 1.63 1.92 1.62 1.32 1.09
Price per cash flow per share » 10.14 9.50 10.45 4.62 4.97
Dividend paid, EUR million 2% 60.6 58.1 43.5 40.9 199.6
Share price and turnover
Share price, year high, EUR 19.20 1717 14.02 11.69 9.30
Share price, year low, EUR 13.11 11.07 9.86 9.20 5.75
Share price, year average, EUR 16.42 14.19 11.59 10.45 7.39
Share price, end of year, EUR 14.40 17.03 13.48 10.16 9.20
Number of shares traded (1,000), Helsinki 151,643 76,252 65,578 41,991 23,011

% of number of shares 125 63 54 34 19
Market capitalisation, end of year, EUR million 1,745.1 2,060.4 1,627.2 1,222.3 1,087.2
Increase in share capital
Average number of shares (1,000) 121,164 120,877 120,628 119,187 118,170
Average number of shares, diluted (1,000) » 121,194 121,051 121,024 120,202 119,270
Number of shares at end of year (1,000) V 121,191 120,988 120,714 120,306 118,170
Number of shares at end of year, diluted (1,000) » 121,191 121,204 121,057 120,707 119,620
Increase in number of shares (1,000) 203 274 408 2,136 -
Share capital, EUR million 221.8 221.6 2213 220.7 217.0
Increase in share capital — share options, EUR million 0.2 0.3 0.6 3.7 -

" Number of shares outstanding, excluding the number of shares bought back.
2 The 2007 dividend is the Board of Directors” proposal to the Annual General Meeting.

3) Year 2006 error has been corrected, Note 38.

4 The total cash dividend payout during 2004 for the 2003 financial year was EUR 39 million (EUR 0.33 per share), in addition to which GrowHow shares
were distributed as a dividend to a total amount of EUR 1671 million (EUR 1.34 per share). The dividend payout has been calculated according to a dividend

of EUR 0.33.

2 In 2004, earnings per share from continuing operations was EUR 0.13, excluding non-recurring impairment EUR 0.50 per share.
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FINANCIAL FIGURES

2007 20067 2005 2004 2004 2003
Continuing
Income statement and profitability
Revenue, EUR million 2,810 2,523 1,994 1,695 2,533 2,738
Foreign operations, EUR million 2,370 2,159 1,642 1,453 2,124 2,282
Sales in Finland, % 15 17 18 14 16 17
Exports from Finland, % 12 16 21 27 24 25
Sales generated outside Finland, % 73 67 61 59 60 58
Operating profit, EUR million 143 194 166 112 196 9 149
% of revenue 5 8 8 7 8 5
Share of profit or loss of associates, EUR million 2 -2 -2 -4 -3 -6
Financial income and expenses (net), EUR million 52 37 30 57 68 22
% of revenue 2 1 2 3 3 1
Interest cover » 6 9 9 4 52 12
Gains and losses on discontinued operations, EUR million * = - 40 9 -
Profit before tax, EUR million 93 154 134 51 125 121
% of revenue 3 6 7 3 5 4
Net profit for the period (attributable to equity
holders of the parent), EUR million 64 109 88 15 78 76
Return on investment (ROI), % 8 12 11 6 11 8
Return on equity (ROE), % 6 10 9 2 8 7
Return on capital employed (ROCE), % 7 10 10 8 11 8
Research and development expenses, EUR million 66 55 43 39 45 48
% of revenue 2 2 2 2 2 2
Cash flow
Cash flow from operations, EUR million 172 217 156 231 262 219
Disposals of subsidiaries and property,
plant and equipment, EUR million = 103 132 42 191 36
Capital expenditure, EUR million 321 462 402 165 215 236
% of revenue 11 18 20 10 9 9
Cash flow after capital expenditure, EUR million -149 -142 -115 108 238 19
Cash flow return on capital invested (CFROI), % 8 12 10 13 13 11
Balance sheet and solvency
Non-current assets, EUR million 1,877 1,811 1,617 1,135 1,135 1,534
Shareholders” equity (attributable to equity
holders of the parent), EUR million 1,072 1,070 1,005 928 928 1,036
Shareholders” equity including minority interest, EUR million 1,087 1,083 1,019 956 956 1,068
Liabilities, EUR million 1,741 1,687 1,312 1,087 1,087 1,518
Total assets, EUR million 2,828 2,769 2,331 2,043 2,043 2,586
Interest-bearing net liabilities, EUR million 1,003 827 620 201 201 725
Equity ratio, % 39 39 44 47 47 41
Gearing, % 92 76 61 21 21 68
Interest-bearing net liabilities / EBITDA 3.2 2.6 2.2 0.9 0.6 23
Personnel
Personnel (average) 10,008 9,186 7,717 7,110 9,714 10,536
of whom in Finland 3,033 3,150 3,146 2,957 3,986 4,596
Exchange rates
Key exchange rates (31 December)
uso 1.472 1.317 1.180 1.362 1.362 1.263
SEK 9.442 9.040 9.388 9.021 9.021 9.080
PLN 3.594 3.831 3.860 4.085 4.085 4.702

" The share of profit or loss of associates is presented after financial expenses.
2 Year 2006 error has been corrected, Note 38.

»Financial income and expenses include impairment and guarantee losses on loan receivables from associated companies, totaling EUR 44.2 million in 2004.

“The one-time item in 2004 from discontinued operations is included in operating profit.
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PER SHARE FIGURES

Earnings per share (EPS)
Net profit attributable to equity holders of the parent

Average number of shares

Cash flow from operations

Cash flow from operations, after change in net working
capital and before investing activities

Cash flow from operations per share
Cash flow from operations

FINANCIAL FIGURES

Interest-bearing net liabilities

Interest-bearing liabilities — money market
investments - cash and cash equivalents

Equity ratio, %
Total equity x 100

Total assets - prepayments received

Gearing, %
Interest-bearing net liabilities x 100

Average number of shares

Dividend per share
Dividends paid

Total equity

Interest cover
Operating profit + depreciation

Number of shares at end of year

Dividend payout ratio
Dividend per share x 100

Earnings per share (EPS)

Dividend yield
Dividend per share x 100

Net financial expenses

Return on investment (ROI), %
(Profit before taxes + interest expenses +

other financial expenses) x 100

(Total assets - interest-free liabilities)®

Return on equity (ROE), %
Net profit attributable to equity holders of the parent x 100

Share price at end of year

Equity per share
Equity attributable to equity holders of the parent at end of year

Equity attributable to equity holders of the parent®

Cash flow return on investment (CFROI), %
Cash flow from operations x 100

Number of shares at end of year

Share price, year average
Shares traded (EUR)

(Total assets - interest-free liabilities)*

Return on capital employed (ROCE), %
Operating profit + share of profit or loss of associates x 100

Shares traded (volume)

Price per earnings per share (P/E)
Share price at end of year

Earnings per share (EPS)

Price per equity per share
Share price at end of year

(Net working capital + property, plant and equipment available

for use + intangible assets + investments in associates)®

Capital turnover
Revenue

Equity per share attributable to equity holders of the parent

Price per cash flow per share
Share price at end of year

(Net working capital + property, plant and equipment available

for use + intangible assets + investments in associates)*

Interest-bearing net liabilities / EBITDA
Interest-bearing net liabilities

Cash flow from operations per share
Share turnover, %

Number of shares traded as a percentage of weighted
average number of shares
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Operating profit + depreciation

Net financial cost, %
(Net financial expenses - dividend income

- exchange rate differences)

Interest-bearing net liabilities®

“ Average



Consolidated income statement (IFRS)

EUR million

Note 1.1.-31.12.2007 1.1-31.12.2006"

Revenue 2,3 2,810.2 2,522.5
Other operating income 4 45.9 59.2
Cost of sales 56,7, 8 -2,539.2 -2,264.5
Depreciation and impairments 9 -173.8 -123.5
Operating profit 2 143.1 193.7
Financial income 182.0 131.8
Financial expense -233.9 -169.0
Financial income and expenses, net 10 -51.9 -37.2
Share of profit or loss of associates 2,10 2.1 -2.3
Profit before tax 93.3 154.2
Income tax 11 -25.8 -42.0
Net profit for the period 67.5 112.2
Attributable to:

Equity holders of the parent 63.7 108.6
Minority interest 3.8 3.6
Net profit for the period 67.5 112.2
Earnings per share, EUR 12 0.53 0.90
Earnings per share, diluted, EUR 12 0.53 0.90
Earnings per share excluding write-downs, basic and diluted, EUR 12 0.87 0.90

* Year 2006 error has been corrected, Note 38.
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Consolidated balance sheet (IFRS)
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EUR million
Note 31.12.2007 31.12.2006"

ASSETS
Non-current assets
Goodwill 13 626.6 581.0
Other intangible assets 13 112.3 108.9
Property, plant and equipment 14 984.3 987.1
Investments

Holdings in associates 34,16 5.5 8.1

Available-for-sale investments 16, 18 102.2 84.3

Deferred tax assets 22 5.2 7.7

Defined benefit pension receivables 34.6 24.6

Other investments 6.4 9.5
Total investments 153.9 134.2
Total non-current assets 1,877.1 1,811.2
Current assets
Inventories 17 311.2 293.2
Receivables 18,19

Interest-bearing receivables 3.2 9.1

Interest-free receivables 528.5 551.8

Current tax assets 19.6 13.6
Total receivables 551.3 574.5
Money market investments - cash equivalents 33 21.4 35.0
Cash and cash equivalents 33 31.2 411
Total current assets 915.1 943.8
Non-current assets held for sale 37 35.7 14.4
Total assets 2,827.9 2,769.4
EQUITY AND LIABILITIES
Equity
Share capital 221.8 2216
Capital paid-in in excess of par value 257.9 257.9
Treasury shares -25.9 -26.8
Fair value reserve 68.2 130.9
Retained earnings 550.0 554.5
Equity attributable to equity holders of the parent 1,072.0 1,069.9
Minority interest 15.3 12.6
Total equity 1,087.3 1,082.5
Non-current liabilities
Interest-bearing non-current liabilities 18, 21, 25, 26 431.1 395.1
Deferred tax liabilities 22 105.5 105.9
Pension liabilities 27 74.2 66.8
Provisions 23 18.8 63.3
Total non-current liabilites 629.6 631.1
Current liabilities
Interest-bearing current liabilities 18, 24, 25, 26 625.0 508.5
Interest-free current liabilities 24 463.9 508.2
Current tax liabilities 24 9.7 14.7
Provisions 23 6.2 15.5
Total current liabilities 1,104.8 1,046.9
Liabilities directly associated with non-current assets classified as held for sale 37 6.2 8.9
Total liabilities 1,740.6 1,686.9
Total equity and liabilities 2,827.9 2,769.4

“ Year 2006 error has been corrected, Note 38.
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Consolidated cash flow statement (IFRS)

EUR million

Note 2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES
Operating profit 145.2 199.4
Adjustments to operating profit * -37.9 -91.0
Depreciation and impairments 173.8 123.6
Interest received - 12.5
Interest paid -36.3 -42.9
Dividend income 2.0 2.0
Other financial items - -1.3
Income tax paid -35.6 -45.1
Total funds from operations 211.2 157.2
Change in net working capital
Change in inventories -7.2 -8.1
Change in current receivables 19.3 -51.8
Change in interest-free current liabilities -51.2 119.5
Change in net working capital, total -39.1 59.6
Total cash flows from operations 172.1 216.8
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of subsidiaries 28 -66.1 -297.3
Acquisitions of associates -0.5 -0.1
Purchase of other shares -8.3 =11
Purchase of other property, plant and equipment -246.1 -163.5
Disposal of subsidiaries 28 18.7 41.8
Disposal of associates -37.4 -
Proceeds from sale of other shares - 1.4
Proceeds from sale of other property, plant and equipment 18.5 59.6
Net cash used in investing activities -321.2 -359.1
Cash flow before financing -149.1 —14223
CASH FLOWS FROM FINANCING ACTIVITIES
Change in non-current loans (increase +, decrease -) 53.7 173.4
Change in non-current loan receivables (increase -, decrease +) 2.5 1.5
Short-term financing, net (increase +, decrease -) 117.8 33.8
Dividends paid -60.8 -46.3
Share issue 0.2 0.3
Other 12.1 -0.4
Net cash used in financing activities 125.5 162.2
Net change in cash and cash equivalents -23.6 19.9
Cash and cash equivalents at end of year 52.6 76.2
Cash and cash equivalents at beginning of year 76.2 56.3
Net change in cash and cash equivalents -23.6 19.9

“Non-cash flow items included in operating income (e.g. one-time impairments) and gains / losses on the sale of property, plant and equipment.

The above figures cannot be directly derived from the balance sheet. The cash flows of the business areas are shown in connection with the segment data.

In the 2006 cash flow statement, the income from insurance payments related to the property damage part of the Helsingborg sulphuric acid tank

accident is reported as part of the cash flows from investing activities. The business interruption compensation is included in cash flows from operation.
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Consolidated statement of changes in equity

EUR million
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Equity attributable to equity holders of the parent
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Shareholders’ equity at January 1, 2006 2213 257.8 67.1 -339 -27.5 520.7 13.7 1,019.2
Net profit for the financial period * - - - - - 108.6 3.6 112.2
Dividends paid - - - - - -43.6 -2.8 ~46.4
Treasury shares issued to key employees - - - - 0.7 -0.7 - 0.0
Options subscribed for shares 0.3 0.1 - - - - - 0.4
Exchange differences - - - -15 - - 0.4 -1.1
Hedge of net investment in foreign entities - - - 4.5 - - - 4.5
Cash flow hedging: amount entered
in shareholders” equity - - -4.7 - - - - 4.7
Acquired minority interest - - - - - - -2.3 -2.3
Share-based compensation - - - - - 11 - 1.1
Transfer between restricted and non-restricted equity - - 0.3 - - -0.3 - 0.0
Other changes - - - - - -0.4 - -0.4
Shareholders’ equity at December 31, 2006 221.6 257.9 62.7 -30.9 -26.8 585.4 12.6 1,082.5
Shareholders’ equity at January 1, 2007 221.6 257.9 62.7 -30.9 -26.8 585.4 12.6 1,082.5
Net profit for the financial period - - - - - 63.7 3.8 67.5
Dividends paid - - - - - -58.2 -2.6 -60.8
Available-for-sale assets - change in fair value - - 7.2 - - - - 7.2
Treasury shares issued to key employees - - - - 0.8 -0.8 = 0.0
Options subscribed for shares 0.2 - - - - - - 0.2
Exchange differences - - - -16.2 - - 0.9 -15.3
Hedge of net investment in foreign entities - - - 6.0 - - - 6.0
Cash flow hedging: amount entered
in shareholders’ equity - - -1.9 - - - = -1.9
Acquired minority interest = = = = = = 0.4 0.4
Share-based compensation - - - - - 1.1 - 1.1
Transfer between restricted and non-restricted equity = = 0.2 = = -0.2 = 0.0
Other changes - - - - 0.1 0.1 0.2 0.4
Shareholders’ equity at December 31, 2007 221.8 257.9 68.2 -41.1 5255 591.1 153  1,087.3

* Year 2006 error has been corrected, Note 38.
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Consolidated statement of changes in equity
EUR million

Changes in share volume

Shares Treasury
In (1,000) outstanding shares Total
Jan. 1,2006 120,714 4,088 124,802
Options subscribed for shares 166 - 166
Treasury shares issued to key employees 117 -117 -
Shares from the share-based arrangement given back -9 9 -
Dec. 31, 2006 120,988 3,980 124,968
Jan. 1,2007 120,988 3,980 124,968
Options subscribed for shares 77 - 77
Treasury shares issued to key employees 144 -144 -
Shares from the share-based arrangement given back -19 19 -
Dec. 31, 2007 121,191 3,854 125,045

Kemira had in its possession 3,854,465 of its treasury shares at December 31, 2007. Their average share price was EUR 6.73 and they represented 3.1% of
the share capital and the aggregate number of votes conferred by all shares.

The capital paid-in in excess of par value is a reserve accumulating thorugh subscriptions entitled by the Management stock option program 20071 and is

based on the Finnish Companies Act (734/1978). According to IFRS, the Fair Value reserve is a reserve accumulating based on available-for-sale financial
assets (shares) measured at fair value and hedge accounting.
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COMPANY PROFILE

Kemira is a chemicals group made up of four business areas: Kemira
Pulp&Paper (pulp and paper chemicals), Kemira Water (water treat-
ment chemicals), Kemira Specialty (specialty chemicals) and Kemira
Coatings (paints).

Kemira is seeking to be a global group of leading chemical busi-
nesses with a unique competitive position and a high degree of
mutual synergy. The company’s business includes the water-soluble
fertilizer business remaining with Kemira as a result of the spin-off of
GrowHow, as well as the energy units.

The Group’s parent company, Kemira Qyj, is domiciled in Helsinki,
Finland, and its registered address is Porkkalankatu 3, FI-00180 Helsinki.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

Kemira has prepared its consolidated financial statements in accord-

ance with IAS and IFRS (International Financial Reporting Standards),

issued by the IASB (International Accounting Standards Board), and
the related SIC and IFRIC interpretations. In the Finnish Accounting Act
and its provisions, the International Financial Reporting Standards refer
to the approved standards and their interpretations under European

Union Regulation No. 1606/2002, regarding the application of the

International Financial Reporting Standards applicable within the

Community. Kemira has applied IFRS since the financial year 2004 and

applied IFRS 1 First-time Adoption of IFRS on January 1, 2003, the date

of transition to IFRS. The Group has applied the standards effective as
of December 31, 2007 to the financial year 2007, including compara-

tives for the financial year 2006.

The consolidated financial statements have been prepared based
on historical cost unless otherwise stated in the accounting policies
below. Among the items measured at fair value are available-for-sale
financial assets, financial assets and liabilities at fair value through
profit or loss and share-based payments on their grant date.

Since January 1, 2007, the Group has applied the following revised
standards:

- IFRS 7 Financial Instruments: Disclosures. The introduction of this
standard increased the number of notes to be disclosed in the
consolidated financial statements.

- Revision of IAS 1 regarding the presentation of equity in the finan-
cial statements. The application of these provisions increased the
amount of information provided in the notes to the consolidated
financial statements.

Subsidiaries

The consolidated financial statements include the parent company and
its subsidiaries. In these companies, the parent company holds, on the
basis of its shareholdings, more than half of the voting rights directly
or through its subsidiaries or otherwise exercises control. Divested
companies are included in the income statement until the date on
which control ceases, and companies acquired during the year are
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included from the date on which control transfers to the Group.

All'intra-Group transactions are eliminated. The purchase method
is used to eliminate intra-Group shareholdings. The difference be-
tween the acquisition cost over fair value of the net assets acquired is
allocated partly to the identifiable assets and liabilities. Any resulting
excess is recorded as goodwill.

Profit for the financial year attributable to the holders of parent
company equity and minority shareholders is presented in the income
statement. The portion of equity attributable to minority shareholders is
stated as an individual item (minority interest) under equity in the bal-
ance sheet. Minority shareholders” share of accrued losses is recognized
up to the maximum amount of their investment. Any excess is al-
located against the share of majority shareholders, except to the extent
that minority shareholders have a binding obligation to cover losses.

Associates
Associated companies are companies over which the Group exer-
cises significant influence (shareholding of 20-50 percent). Holdings
in associated companies are presented in the consolidated financial
statements using the equity method. The Group’s share of the as-
sociated companies’ net profit for the financial year is stated as a
separate item in the consolidated income statement, in proportion to
the Group’s holdings.

If the Group’s share of an associate’s losses exceeds the carrying
amount, the exceeding losses will not be consolidated unless the Group
has a commitment to fulfill obligations on behalf of the associate.

Joint ventures

Joint ventures are companies over which the Group shares control
with other parties. They are included in the consolidated financial
statements line by line using the proportionate consolidation method.

Foreign subsidiaries

In the consolidated financial statements, the income statements of
foreign subsidiaries are translated into euros using the financial year’s
average exchange rates and their balance sheets using the exchange
rates quoted on the balance sheet date. Any resulting translation dif-
ference is recognized as a separate item under equity. Goodwill and
fair value adjustments to assets and liabilities that arise on the acquisi-
tion of a foreign entity are accounted for as part of the assets and
liabilities of the acquired entity and translated into euros at the rate
quoted on the balance sheet date.

The “Hedge accounting” section describes hedging of net invest-
ment in the Group’s foreign units. In the consolidated financial state-
ments, the exchange rate gains and losses of such loans and forward
and currency swap contracts are credited or charged to equity, as
required by hedge accounting requirements, against the translation
differences arising from the translation of the shareholders’ equity
amounts of the last confirmed balance sheets of the subsidiaries.
Other translation differences affecting shareholders” equity are stated
3as an increase or decrease in equity.

Items denominated in foreign currency
In their day-to-day accounting, Group companies translate foreign cur-
rency transactions into their functional currency at the exchange rates



quoted on the transaction date. In the financial statements, foreign
currency-denominated receivables and liabilities are measured at the
exchange rates quoted on the balance sheet date, and non-monetary
items using the rates quoted on the transaction date. Any foreign
exchange gains and losses related to normal business operations

are treated as adjustments to sales and purchases. Exchange rate
differences associated with the hedging of financing transactions and
the Group’s overall foreign currency position are stated in foreign ex-
change gains or losses under financial income and expenses. Subsidi-
aries mainly hedge sales and purchases in foreign currencies, primarily
using forward contracts taken out with the Group Treasury as hedging
instruments. The effects of subsidiaries” hedging transactions are rec-
ognized as adjustments to business units’ revenue and purchases.

Revenue

Revenue includes the total invoicing value of products sold and
services rendered less, as adjusting items, sales tax, discounts, rebates
and foreign exchange differences in accounts receivable.

Revenue recognition

The sale of goods is recognized as revenue in the income statement
when major risks and rewards of ownership of the goods have been
transferred to the buyer. Construction contracts account for a very in-
significant share of consolidated sales. Revenue and costs associated
with construction contracts are recognized as revenue and expenses,
using the percentage-of-completion method.

Pension obligations

The Group has various pension plans, in accordance with the local
conditions and practices in the countries in which it operates. Pension
plans are generally funded through contributions to separate pension
funds or insurance companies. Contributions under defined contribu-
tion plans are recognized in the income statement for the period
when an employee has rendered service.

The Group calculates obligations under defined benefit plans
separately for each plan. The amount recognized as a defined benefit
liability (or asset) equals the net total of the following amounts: the
present value of the defined benefit obligation less the fair value
of plan assets, plus any actuarial gains and less any actuarial losses.
Defined benefit plans are calculated by using the Projected Unit
Credit Method to make an estimate of the amount of benefit that
employees have earned in return for their service in the current and
prior periods. Pension costs are recognized as expenses over the
employee’s service period using actuarial calculations. The rate used
to discount the present value of post-employment benefit obligations
is determined by reference to market yields on high quality corporate
bonds, or government bonds.

Actuarial gains or losses are recorded over the average remaining
working lives of the participating employees to the extent that they
exceed the higher of the following: 10% of the pension obligation or
10% of the fair value of plan assets.

The funded portion of the Finnish system under the Employees’
Pensions Act (TEL) and the disability portion are accounted for as a
defined benefit plan in respect of the pension plans managed by the
Group’s own pension funds. Pension fund assets are measured in ac-

cordance with IAS 19 (Employee Benefits). The TEL plans managed by
insurance companies are treated as a contribution plan.

Share-based payments

Cash payments received from share subscriptions based on the exer-
cise of stock options under the program determined in 2001 are rec-
ognized in share capital or the share premium fund. Share subscription
under the stock option program ended in May 2007. According to the
transition provisions of IFRS 2, no expense is recognized in the income
statement for these options granted prior to November 7, 2002.

Stock options under the share-based incentive plan for key employ-
ees, as decided by the Board of Directors, are measured at fair value
on their grant date and expensed over the instrument’s vesting period.
On each balance sheet date, the Group updates the assumed final
number of shares and the amounts of the related cash payment. Note
8 to the Consolidated Financial Statements, Share-based payments,
provides information on the arrangement and its measurement factors.

Borrowing costs
Borrowing costs are expensed as incurred.

Income taxes
The income taxes presented in the consolidated financial statements
include taxes based on the taxable profit of the Group companies for
the financial period, and changes in deferred tax assets and liabilities.
Deferred tax liability is calculated on all temporary differences aris-
ing between the carrying amount and the taxable value. Deferred tax
assets, related e.q. to confirmed losses, are recognized to the extent
that it is probable that taxable profit will be available against which
the Group companies are able to utilize these deferred taxes. The tax
bases in force on the date of preparing the financial statements or
enacted by the balance sheet date for the following financial year are
used in calculating tax assets and liabilities.

Research and development expenditure
Research costs are expensed. Development costs, whereby research
findings are applied to a plan or design for the production of new or
substantially improved products and processes, are capitalized if the
product or process is technically and commercially feasible and the
Group has sufficient resources to complete its development and use
or sell the intangible asset. Since most of the Group’s development
costs do not meet the above-mentioned recognition criteria, they are
expensed as annual costs.

Capitalized development costs are included in “Other intangible
assets” and amortized over the asset’s useful life of @ maximum of
eight years.

Property, plant and equipment and intangible assets
Property, plant and equipment (PPE) and intangible assets (with
definite useful lives) are measured at cost less accumulated deprecia-
tion/amortization and any impairment losses.

Depreciation/amortization is calculated on a straight-line basis over
the asset’s useful life. The most commonly applied depreciation/am-
ortization periods according to the Group’s accounting policies are as
follows:
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Machinery and equipment 3-15 years
Buildings and constructions 25 years
Intangible assets 5-10 years

Goodwill is measured at cost less any impairment losses.

Gains and losses on the sale of non-current assets are included in
operating income and expenses, respectively. Interest expenses are
not recognized as part of the acquisition cost of non-current assets.
The costs of major inspections or overhaul of PPE performed at reqular
intervals and identified as separate components are capitalized and
depreciated over their useful lives. Depreciation on PPE discontinues
when they are re-classified as available for sale assets.

Government grants

Government grants related to the purchase of PPE are presented in the
balance sheet by deducting the grant from the carrying amount of these
assets. The grants are recognized in the income statement in the form
of smaller depreciation during the asset’s useful life. Government grants
related to research and development are deducted from expenses.

Leases

Leases involving tangible assets, in which the Group acts as a lessee,
are classified as finance leases if substantially all of the risks and
rewards of ownership transfer to the Group.

At their inception, finance leases are recognized at the lower of the
fair value of the leased asset and the present value of the minimum
lease payments. Finance leases are presented as part of non-current
assets and interest-bearing liabilities. In respect of finance lease con-
tracts, depreciation on the leased asset and interest expenses from
the related liability are shown in the income statement.

In respect of operating leases, lease payments are accounted for
3s expenses.

When the Group is a lessor, it recognizes assets held under a
finance lease as receivables in the balance sheet. Assets held under
other operating leases are included in PPE.

In accordance with IFRIC 4 (Determining whether an Arrangement
Contains a Lease), since January 1, 2006 the Group has also treated
arrangements as leases that do not take the legal form of a lease but
which convey rights to use assets in return for a payment or series of
payments.

Inventories

Inventories are measured at the lower of cost and net realizable value.
Cost is determined on a first-in first-out (FIFO) basis or using a weight-
ed average cost formula, depending on the nature of the inventory.
Net realizable value is the estimated selling price of an inventory item
less the estimated costs of sale. The cost of finished goods and work
in process include an allocable proportion of production overheads.

Financial assets, financial liabilities and derivative contracts
When financial assets or liabilities are initially accounted for on the
trade date, they are measured at cost, which equals the fair value

of the consideration given or received for it. Following their initial
measurement, financial assets are classified as financial assets at fair
value through profit or loss, loans given by the company and other
receivables, and available-for-sale assets.
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Category Financial instrument Measurement
Financial assets at  Forward contracts, currency Fair value
fair value through options, currency swaps, forward
profit or loss rate agreements, interest

rate futures, interest rate

options, interest rate swaps,

electricity forwards, propane

futures, certificates of deposit,

commercial papers, mutual funds
Loans and other Long-term loan receivables, (Amortized)

receivables bank deposits, trade receivables
and other receivables

Shares

acquisition cost

Available-for-sale Fair value

financial assets

Financial assets at fair value through profit or loss are measured

at fair value. Fair value is the amount for which an asset could be
exchanged between knowledgeable, willing parties in an arm’s length
transaction. Derivative contracts not fulfilling the criteria set for hedge
accounting under IAS 39 are classified as financial assets held for trad-
ing. These are classified as financial assets at fair value through profit
or loss. In the balance sheet, these items are shown under prepaid
expenses and accrued income and accrued expenses and prepaid
income. Any gains or losses arising from changes in fair value are
recognized through profit or loss on the transaction date.

Loans and receivables include long-term receivables carried at
amortized cost using the effective interest rate method and account-
ing for any impairment.

Available-for-sale financial assets are measured at fair value if it is
considered that the fair value can be determined reliably. Unrealized
changes in the value of available-for-sale financial assets are recog-
nized directly under equity up to the time of sale, at which point they
are derecognized and transferred to the income statement. Available-
for-sale financial assets include shares in listed and non-listed compa-
nies, shareholding in Teollisuuden Voima Oy representing the largest
investment. Teollisuuden Voima Oy is a private, electricity-generating
company owned by Finnish manufacturing and power companies, to
which Teollisuuden Voima Oy (TVO) supplies electricity at cost. The
company owns and operates two nuclear power plants in Olkiluoto
in the municipality of Eurajoki. In addition to the Olkiluoto nuclear
power plant, TVO is a shareholder of the Meri-Pori coal-fired power
plant. Kemira Oyj's holding in TVO is measured at fair value, based on
the discounted cash flow resulting from the difference between the
market price of electricity and the cost price.

Financial liabilities are classified as financial liabilities at fair value
through profit or loss and other financial liabilities. Financial liabilities
at fair value through profit and loss include derivatives not fulfilling the
criteria set for hedge accounting.

Category Financial instrument Measurement
Financial liabilities Forward contracts, currency Fair value
at fair value through options, currency swaps,
profit or loss forward rate agreements,

interest rate futures, interest

rate options, electricity

forwards, interest rate swaps
Other liabilities Short and long-term (Amortized)

loans, pension loans acquisition cost




The fair values of forward rate agreements and units in mutual funds
as well as publicly traded shares are based on prices quoted in active
markets on the balance sheet date. The value of other financial instru-
ments measured at fair value is determined on the basis of valuation
models using information available in the financial market. For value
determination, Kemira uses values calculated on the basis of market
data entered in the Twin treasury management system.

Changes in the value of forward contracts are calculated by meas-
uring the contracts against the forward exchange rates on the balance
sheet date and comparing these with the countervalues calculated
through the forward exchange rates on the date of entry into the
forward contracts. The fair value of currency options is calculated
using the Black & Scholes valuation model for options as adapted to
Kemira’s currency environment. The input data required for valuation,
such as the exchange rate of the destination country’s currency, the
contract exchange rate, volatility and the risk-free interest rate are ob-
tained from the Reuters system. The fair value of interest rate deriva-
tives is determined using the market value of similar instruments on
the balance sheet date. Other derivatives are measured at the market
price on the balance sheet date.

All of the derivatives open on the balance sheet date are meas-
ured at their fair value. As a rule, open derivative contracts at fair
value are recognized through profit or loss under financial items in the
consolidated financial statements. The number of embedded deriva-
tives used by the Group is low.

The company assesses any impairment losses on its financial instru-
ments on each balance sheet date. An impairment of a financial asset
occurs when the company has identified an event with a negative
effect on the future cash flows from the investment. For items meas-
ured at amortized cost, the amount of the impairment loss equals the
difference between the asset’s carrying amount and the present value
of estimated future cash flows from the receivable. This is discounted
at the financial asset’s original effective interest rate. For items meas-
ured at fair value, the fair value determines the amount of impairment.
Impairment charges are recognized under financial items in the income
statement.

Cash and cash equivalents consist of cash in hand, demand depos-
its and other short-term, highly liquid investments. Items classified as
cash and cash equivalents have a maximum maturity of three months
from the date of purchase. Binding credit facilities are included in cur-
rent interest-bearing liabilities.

The Group sells certain trade receivables to finance companies
within the framework of limits stipulated in the agreement. The credit
risk associated with these sold receivables and contractual rights to the
financial assets in question are transferred from the company on the
selling date. The related expenses are charged to financial expenses.

Hedge accounting

According to IAS 39, hedge accounting refers to a method of account-
ing aimed at allocating one or more hedging instruments in such a
way that their fair value offsets, in full or in part, changes in the fair
value of the hedged item or cash flows. Hedge accounting is used to
hedge against the interest rate risk and the currency risk associated
with a net investment in a foreign unit, as well as the commodity
risk. The hedge accounting models used include cash flow hedge and
hedge of a net investment in a foreign operation.

Cash flow hedge is used to hedge against cash flow changes
attributable to a particular risk associated with a recognized asset or
liability in the balance sheet or a highly probable future transaction. In-
terest rate instruments are used as instruments in hedging cash flows.
The Group applies only selected hedging items to its cash-flow hedge
accounting, as specified by IAS 39. Changes in the fair value of deriva-
tive instruments associated with cash flow hedge are recognized in
equity, provided that they fulfill the criteria set for hedge accounting
and are based on effective hedge. The ineffective portion of the gain
or loss on the hedging instrument is recognized under financial items
in the income statement. Derivatives not fulfilling the hedge account-
ing criteria are recorded in financial items through profit or loss.

A net investment made in a foreign operation is hedged against
interest rate fluctuations by raising long-term loans in foreign currency
and by entering into forward rate agreements and currency swaps.
Changes in the value of the effective portion of the fair value of
derivative contracts fulfilling the criteria for hedging a net investment
in a foreign operation are recognized directly under equity. In forward
exchange contracts, the interest rate difference to be left outside the
change in value of the hedging relationship is recognized as financial
income or expenses. Any gains or losses arising from hedging a net
investment are recorded in the income statement when the net in-
vestment is sold. The ineffective portion of the hedging is recognized
immediately under financial items in the income statement.

Hedge effectiveness is monitored as required by IAS 39. Effective-
ness refers to the capacity of a hedging instrument to offset changes
in the fair value of the hedged item or cash flows from a hedged
transaction, which are due to the realization of the risk being hedged.
A hedging relationship is considered to be highly effective when the
change in the fair value of the hedging instrument offsets changes
in the cash flows attributable to the hedged risk in the range of
80-125 percent. Hedge effectiveness is assessed on an ongoing basis,
prospectively and retrospectively. Testing for hedge effectiveness is
repeated on each balance sheet date.

Hedge accounting discontinues when the criteria for hedge ac-
counting are no longer fulfilled. Gains or losses recognized in equity
are derecognized and transferred immediately under financial income
or expenses in the income statement if the hedged item is sold or
falls due. Gains or losses arising from changes in the fair value of
those derivatives not fulfilling the hedge accounting criteria under IAS
39 are reported directly in the income statement.

At the inception of a3 hedge, the Group has documented the exist-
ence of the hedging relationship, and it includes identification of the
hedging instrument, the hedged item or transaction, the nature of the
risk being hedged, the objectives of risk management and the strat-
eqgy for undertaking hedging as well as a description of how hedge
effectiveness is assessed.

Treasury shares
Purchases of own shares (treasury shares), including the related costs, are
deducted directly from equity in the consolidated financial statements.

Provisions
Provisions are recognized in the balance sheet when the Group has
a present legal or constructive obligation as a result of past events, it
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is probable that an outflow of resources will be required to settle the
obligation and a reliable estimate of the amount of this obligation can
be made. A restructuring provision is recognized only if a detailed and
appropriate plan has been prepared for it and the plan’s implementa-
tion has begun or it has been notified to those whom the restruc-
turing concerns. The amount recognized as a provision is the best
estimate of the expenditure required to settle the present obligation
on the balance sheet date. If the time value of money is material,
provisions will be discounted.

Non-current assets held for sale and

discontinued operations

Non-current assets held for sale and assets connected with discontin-
ued operations are classified as held for sale, under IFRS 5 (Non-current
Assets Held for Sale and Discontinued Operations). They are measured
at the lower of their carrying amount and fair value less costs to sell if
their carrying amount is recovered principally through a sale transac-
tion rather than through continuing use. Depreciation on these assets
discontinues at the time of classification. A discontinued operation
must be recognized as a separate business unit or a unit representing
a geographical area. The profit or loss of the discontinued operation is
stated as a separate item in the consolidated income statement.

Impairment of assets

On each balance sheet date, the Group’s assets are assessed to
determine whether there is any indication of an asset’s impairment. If
any indication of an impaired asset exists, the recoverable amount of
the asset or the cash-generating unit must be calculated on the basis
of the value in use or the net selling price. Annual impairment tests
cover goodwill and intangible assets with indefinite useful lives, or
intangible assets not yet ready for use.

Kemira has defined its strategic business unit as a cash-generating
unit. The level of a strategic business unit is one notch down from a
business area.

Goodwill impairment is tested by comparing the strategic business
unit’s recoverable amount with its carrying amount. Kemira does not
have material intangible assets with indefinite useful lives other than
goodwill. All goodwill has been allocated to the strategic business units.

The recoverable amount of a strategic business unit is defined as its
value in use, which consists of the discounted future cash flows to the
unit. Estimates of future cash flows are based on continuing use of an
asset and on the latest three-year forecasts by the business unit's man-
agement. The growth rate used to extrapolate cash flows subsequent
to the forecast period was assumed to be zero. Cash flow estimates do
not include the effects of improved asset performance, investments
or future reorganizations. The Kemira Corporate Center’s expenses are
allocated to the strategic business units in proportion to revenue.

An impairment loss is recognized in the income statement
whenever the carrying amount of an asset or a cash-generating unit
exceeds its recoverable amount. Losses are recognized in the income
statement. Note 15 to the Consolidated Financial Statements provides
more detailed information on impairment testing.

If there has been a positive change in the estimates used to de-
termine an asset’s recoverable amount since the last impairment loss
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was recognized, an impairment loss should be reversed only to the
extent that the asset’s carrying amount does not exceed the carrying
amount that would have been determined if no impairment loss had
been recognized. An impairment loss for goodwill is never reversed.

Emissions trading

Kemira holds assigned emissions allowances, under the EU emis-
sions trading system, only at its Helsingborg site in Sweden. Kemira
calculates its carbon dioxide allowances and provisions for emissions
according to the current IFRS standards. Carbon dioxide allowances are
accounted for as intangible assets measured at cost. Carbon dioxide
allowances received free of charge are measured at their nominal
value (zero). Provisions for the fulfillment of the obligation to return
allowances must be recognized if the free-of-charge allowances are
not sufficient to cover actual emissions. Kemira’s balance sheet shows
no items related to emissions allowances when the volume of actual
emissions is lower than that of the free-of-charge emissions allow-
ances and the Group has not bought allowances in the market. Note
32 to the Consolidated Financial Statements, Environmental Risks and
Liabilities, provides information on emissions allowances.

Key assumptions and policies; necessity

of management judgment

Preparing the financial statements requires the company’s manage-
ment to make certain future accounting estimates and assumptions,
and actual results may differ from these estimates and assumptions.

The impairment tests of goodwill and other assets include de-
termining future cash flows, which, in light of the most significant
assumptions, are based on gross margin levels, discount rates and
the projected period. Major adverse developments in cash flows and
interest rates may necessitate the recognition of an impairment loss.

Kemira’s investments include non-listed shares, holdings in Teol-
lisuuden Voima Oy representing the largest investment. Kemira’s
shareholding in the company is measured at fair value, based on the
discounted cash flow resulting from the difference between the mar-
ket price of electricity and the cost price. Developments in the actual
fair value may differ from the estimated value, due e.qg. to electricity
prices, the forecast period or the discount rate.

Determining pension liabilities under defined benefit pension plans
includes assumptions, and significant changes in these assumptions
may affect the amounts of pension liabilities and expenses. Actuarial
calculations include assumptions by the management, such as ex-
pected long-term return on assets in pension funds, the discount rate
and assumptions of salary increases and the termination of employ-
ment contracts. Actual share price changes in the market, among
other things, may differ from the management’s assumptions.

Recognizing provisions requires the management’s estimates,
since the exact euro amount of obligations related to provisions is not
known when preparing the financial statements. For the recognition
of tax losses and other deferred tax assets, the management as-
sesses the probability of a future taxable profit against which unused
tax losses and unused tax credits can be utilized. Actual profits may
differ from the forecasts and, in this case, the change will affect the
taxes in future periods.
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EUR million

Changes to the accounting policies

after December 31, 2007

The Group has not applied the following standards, whose use is

not mandatory for the financial year starting on January 1, 2007, but

which can be applied prior to their effective date:

- IFRS 8 (Operating Segments) was adopted in November 2006. The
Group estimates that the new standard will not have any material
effect on its current segment reporting. The adoption of the stand-
ard will primarily affect the way in which segment information is
presented in the notes.

- Revision of IAS 23 (Borrowing costs) was adopted in March 2007.
In the future, the acquisition cost of assets meeting the criteria will
include the borrowing costs incurred directly from the acquisition,
construction or manufacture of the asset in question. The Group
will continue to apply the currently permitted method to expense

2. SEGMENT DATA

Business segments

At the beginning of 2007, the Group was organized in the fol-
lowing main business areas: Kemira Pulp&Paper, Kemira Water,
Kemira Specialty and Kemira Coatings. Intra-Group transfer prices
are based primarily on market prices. In some cases, for example
where marketing companies are involved, cost-based prices are
used, thereby including the margin (cost plus method).

borrowing costs in the financial year in which they incurred. The
adoption of the new standard will not have any material effect on
the future financial statements.

- IAS 1 revision (Presentation of Financial Statements). The Group
estimates that the revision will mainly affect the presentation of
the income statement and the statement of changes in equity.

The Group estimates that the adoption of the following interpreta-
tions will have no effect on future financial statements:

— IFRIC 11 interpretation of IFRS 2 Group and Treasury Share Transac-
tions was adopted in November 2006.

— IFRIC 12 (Service Concession Arrangements) was adopted in No-
vember 2007.

- IFRIC 13 (Customer Loyalty Programmes) was adopted in June 2007
— IFRIC 14 (IAS 19 - The Limit on a Defined Benefit Asset, Minimum
Funding Requirements and their Interaction) was adopted in July

2007.

The assets and liabilities of businesses comprise assets and liabili-
ties which can be allocated, directly or justifiably, to the businesses
in question. The assets of the business segments include property,
plant and equipment, intangible assets, interest in associated com-
panies, inventories and interest-free receivables. Current interest-
free liabilities are included in the liabilities of the business segments.

Kemira Kemira Kemira Kemira

2007 Pulp&Paper Water Specialty Coatings Other Group
Income statement
External revenue 1,005.9 704.2 410.3 625.2 64.6 2,810.2
Intra-Group revenue 12.4 26.3 15.6 - -54.3 g
Total revenue 1,018.3 730.5 425.9 625.2 10.3 2,810.2
Operating profit 66.8 45.0 13.5 73.1 -55.3 143.1
Share of profit or loss of associates - 0.9 - 1.2 - 2.1
Other information
Assets of businesses 1,001.0 602.7 499.9 397.7 86.7 2,588.0

of which holdings in associates 0.5 4.5 - 0.5 - 5.5
Unallocated assets 239.9
Consolidated assets, total 2,827.9
Liabilities of businesses 149.6 119.5 68.6 84.2 51.8 473.7
Unallocated liabilities 1,266.9
Consolidated liabilities, total 1,740.6
Capital expenditure -78.4 -105.2 -61.7 -49.3 -26.4 -321.0
Impairments and reversals of impairments -17.1 5.9 - - -14.9 -37.9
Other non-cash items - - -11.9 - 3.9 -8.0
Non-current assets held for sale - - 342 - 1.5 35.7
Cash flows
Cash flows from operations 43.9 35.9 31.8 51.4 9.1 1721
Net capital expenditure -69.1 -100.8 -58.1 -30.7 -62.5 -321.2
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Kemira Kemira Kemira Kemira

2006 Pulp&Paper Water Specialty Coatings Other * Group
Income statement
External revenue 980.5 458.2 4421 562.8 78.9 2,522.5
Intra-Group revenue 12.8 9.4 14.1 - -36.3 -
Total revenue 993.3 467.6 456.2 562.8 42.6 2,522.5
Operating profit 90.8 353 45.8 721 -50.3 193.7
Share of profit or loss of associates -0.5 0.6 - 1.4 -39 -2.3
Other information
Assets of businesses 1,031.8 532.1 531.0 398.8 27.2 2,520.9

of which holdings in associates 0.4 4.4 - 33 - 8.1
Unallocated assets 240.4
Consolidated assets, total 2,769.4
Liabilities of businesses 2431 288.1 93.2 98.4 48.1 770.9
Unallocated liabilities 916.0
Consolidated liabilities, total 1,686.9
Capital expenditure -166.4 -202.2 -32.1 -46.9 -14.4 -462.0
Impairments and reversals of impairments 2.1 -0.6 - - -1.5 -4.2
Other non-cash items -1.6 -0.9 - - -4.7 7.3
Non-current assets held for sale 35 - - 03 10.6 14.4
Cash flows
Cash flows from operations 106.4 38.2 73.0 55.1 -56.0 216.8
Net capital expenditure -130.2 -194.2 -20.9 -8.3 -5.5 -359.1

“ Year 2006 error has been corrected, Note 38.

Geographical segments 2007 2006
Revenue
Finland 440.5 442.8
Other EU countries 1,146.0 1,001.1
Rest of Europe 305.4 270.1
North and South America 750.6 663.5
Asia 134.9 121.9
Other countries 32.8 23.1
Total 2,810.2 2,522.5
Assets
Finland 988.3 935.6
Other EU countries 1,099.9 1,122.0
Rest of Europe 109.3 104.4
North and South America 582.2 548.1
Asia 46.2 571
Other countries 2.0 2.1
Total 2,827.9 2,769.4
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Geographical segments 2007 2006

Capital expenditure

Finland 99.3 62.8
Other EU countries 106.7 193.4
Rest of Europe 21.2 31.9
North and South America 86.0 160.1
Asia 7.8 12.9
Other countries - 0.9
Total 321.0 462.0

The revenue of geographical segments is based on the location of customers and the total carrying amount of assets is based on the geographical loca-
tion of assets.

3. REVENUE

2007 2006
Revenue by business segment
Kemira Pulp&Paper 1,018.3 993.3
Kemira Water 730.5 467.6
Kemira Specialty 425.9 456.2
Kemira Coatings 625.2 562.8
Other and intra-Group sales 10.3 42.6
Total 2,810.2 2,522.5
Revenue by geographical segment, as a percentage of total revenue
Finland 16 18
Other EU countries 40 39
Rest of Europe 11 11
North and South America 27 26
Asia 5 5
Other countries 1 1
Total 100 100
4. OTHER OPERATING INCOME

2007 2006
Gains on sale of property, plant and equipment 20.4 31.9
Rental income 1.3 1.6
Insurance compensation 4.1 125
Consulting 14.3 4.6
Sale of scrap and waste 0.4 0.1
Income from royalties, knowhow and licences 0.5 -0.1
Other income from operations 4.9 8.6
Total 45.9 59.2

Gains on sale of property, plant and equipment in 2007 include gains on sale of subsidiaries (EUR 12.3 million) as well as gains on sale of property and
production facilities.

Gains on sale of property, plant and equipment in 2006 include the gains on sale of the manufacturing-facility in Stockholm (EUR 16.4 million) as well
as the gains on sale of the Helsingborg facility and the South Korean hydrogen peroxide unit. In 2006, the amount of insurance compensation (EUR 7.6
million) related to sulphuric-acid chamber accident was recognised as other operating income. The amount of insurance compensation equalled to capital
expenditure amount.
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5. COST OF SALES

2007 2006
Change in inventories of finished goods 13.7 -14.1
Own work capitalised » -5.5 -5.1
Materials and services
Materials and supplies
Purchases during the financial year 1,333.3 1,251.7
Change in inventories of materials and supplies 4.3 -8.3
External services? 63.3 26.5
Total materials and services 1,400.9 1,269.9
Personnel expenses 461.4 420.4
Rents 43.5 30.0
Loss on sale of property, plant and equipment 1.9 0.4
Other expenses 623.3 563.1
Total 2,539.2 2,264.5

" Own work capitalised comprises mainly wages, salaries and other personnel expenses and changes in inventories relating to self-constructed property,
plant and equipment for own use.

2 External services include audit fees of EUR 1.8 million (EUR 1.9 million) and fees for ancillary services of EUR 1.9 million (EUR 2.3 million) paid to the com-
panies operated by the firm of independent public accountants KPMG, in different countries. Auditing fees and fees for ancillary services paid to auditing
companies other than KPMG were EUR 2.5 million (EUR 2.1 million).

3) Year 2006 error has been corrected, Note 38.

In 2007, income statement included a net decrease in non-current and current provisions amounting to EUR 53.8 million (net decrease EUR 44.4 million).

6. RESEARCH AND DEVELOPMENT EXPENSES
2007 2006

Research and development expenses total 65.9 55.1

The total research and development expenses for 2007 include EUR 5.1 million (EUR 3.8 million) of depreciations on capitalized research and developmant
expenses.

7. EMPLOYEE BENEFITS AND NUMBER OF PERSONNEL

2007 2006
Emoluments of the Supervisory Board - 0.1
Emoluments of boards of directors and managing directors " 19.5 17.1
Other wages and salaries 340.9 309.0
Pension expenses for defined benefit plans 15.2 8.9
Pension expenses for defined contribution plans 38.5 30.6
Other personnel expenses 47.3 54.7
Total 461.4 420.4

" The emolument of Kemira Oyj’s managing director was EUR 1,660,727 (1,349,319), including bonuses of EUR 1,003,262 (651,111). The managing director
received as part of bonuses 15,300 (13,800) Kemira shares. The emolument of Kemira Oyj’s deputy managing director was EUR 773,717 (614,548), includ-
ing bonuses of EUR 462,257 (327,225). The deputy managing director received as part of bonuses 6,962 (6,900) Kemira shares.
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Personnel, average 2007 2006
Kemira Pulp&Paper 2,315 2,285
Kemira Water 2,189 1,596
Kemira Specialty 1,066 1,102
Kemira Coatings 3,883 3,541
Other 555 662
Total 10,008 9,186
Personnel in Finland, average 3,033 3,150
Personnel outside Finland, average 6,975 6,036
Total 10,008 9,186
Personnel at year end 10,007 9,327

The personnel of joint ventures consolidated according to the proportionate method of accounting totaled an average of 14 (46 in 2006).

8. SHARE-BASED PAYMENTS

Stock options under the share based incentive plan 2001
Kemira Oyj’'s Annual General Meeting in 2001 decided on a stock op-
tion program, entitling members of the Company’s management to re-
ceive stock options conferring the right to subscribe for a maximum of
2,850,000 Kemira Oyj shares from May 2, 2004 to May 31, 2007. The
commencement of the subscription period was conditional and tied to
Kemira’s consolidated earnings per share after financial items and be-
fore taxes and extraordinary items, as well as Kemira Qyj’s share price

performance in relation to a benchmark index. The share subscription
price (exercise price) on May 31, 2007, at the end of the subscrip-

tion period, under the terms of the stock options, was EUR 1.77. The
corresponding amount on December 31, 2006 was EUR 2.11 per share.
The subscription price is reduced by the amount of future dividends. All
remained outstanding stock options (77,389) were subscribed by the
end date of the stock option incentive plan, May 31, 2007.

2007 2006
Average Average
Number of exercise Number of exercise
The number of stock options changed stock options price stock options price
in 2007 and 2006 as follows: 1000s EUR / share 1000s EUR / share
Stock options outstanding at beginning of period 77 243
Options exercised
March -34 2.11 -36 2.47
April -1 2.11
May -42 1.77
June-December -130 2.1
Stock options outstanding and exercisable at end of period 0 77

The stock option plan 2001 has not been expensed. In accordance with the transitional provisions of IFRS 2, only share-based plans decided after Nov. 7,

2002, are recorded in the income statement.

Share-based incentive plan
In 2004, Kemira Oyj’s Board of Directors decided on a new share-
based incentive plan designed for key employees as part of the
Group’s incentive schemes. This scheme is divided into three
performance periods. In February 2006, Kemira Oyj’s Board of
Directors decided on a new share-based incentive plan for key
employees, the performance periods of which are during years
2007, 2008 and 2009.

Bonus payments are contingent on meeting the set finan-
cial targets, which were in 2007 measured in terms of earnings

per share and return on capital employed. Any bonuses payable
comprise two components: Kemira shares and cash. The value of
these shares is determined by their closing price quoted on the
grant date (at the price quoted on the date of agreeing on the
share-based payment). If the requirement of holding the granted
shares for two years following their transfer is not fulfilled, they
must be returned to Kemira Oyj.

All of the granted shares and cash payments are accounted for
over three years within the vesting period. Expected dividends are
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not taken into account in the fair value measurement. Cash bonus
payments are measured at fair value on the basis of the share
price on the balance sheet date, and the bonus is approximately
1.71-fold the value of transferred shares. The actual amount of
bonuses will reflect to what extent set targets were achieved. The

incentive plan involved 94 employees on December 31, 2007 (78).

Annual share-based incentive plans / grant dates

Bonuses payable in shares are charged to personnel expenses and
recognised as an addition to equity, while cash bonus payments
are charged to personnel expenses and recognised as liabilities.
For the share-based plan of 2007 there were no expenses recog-
nised as the set targets were not reached.

Share price (EUR) No. of shares

at grant date for three years

Share-based plan in 2004: share transfer in 2005 / April 27, 2004 10.35 107,920
Share-based plan in 2005: share transfer in 2006 / March 22, 2005 11.66 116,610
Share-based plan in 2006: share transfer in 2007 / May 2, 2006 17.98 144,143
Returned shares in 2005-2006 10.35 -14,200
Total 354,473
Returned shares in 2007 relating to 2005 share-based plan 11.66 -9,210
Returned shares in 2007 relating to 2006 share-based plan 17.98 -9,718
Total -18,928
Share transfers and returns of share-based plan 335,545
Expenses arising from share-based payments 2007 2006
Share component 1.3 12
Cash component 2.7 2.7
Total 4.0 3.9
Liabilities arising from share-based payments, Dec. 31 -1.1 0.4
9. DEPRECIATION AND IMPAIRMENTS

Depreciation according to plan 2007 2006
Intangible assets

Intangible assets 21.4 17.1
Property, plant and equipment

Buildings and constructions 19.9 17.0
Machinery and equipment 91.6 87.1
Other property, plant and equipment 3.0 23
Total 135.9 1235
Impairments

Intangible assets

Intangible assets 15.0 -
Goodwill 4.2 -
Property, plant and equipment

Buildings and constructions 2.9 -
Machinery and equipment 15.8 -
Total 37.9 -
Depreciation and impairments total 173.8 123.5

For more information on impairments see Note 15.
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10. FINANCIAL INCOME AND EXPENSES

2007 2006
Financial income
Dividend income 0.1 -
Interest income from non-current investments 0.3 0.1
Other interest income 20.0 145
Other financial income 1.3 0.4
Non hedge accounting interest rate derivatives - 0.5
Exchange gains 160.3 116.3
Total 182.0 131.8
Financial expenses
Interest expenses from loans and other receivables -71.0 -51.6
Other financial expenses -3.0 -2.0
Non hedge accounting interest rate derivatives -0.1 -
Exchange losses -159.8 -115.4
Total -233.9 -169.0
Total financial income and expenses -51.9 -37.2
Net financial expenses as a percentage of revenue 1.8 15
Net interests as a percentage of revenue 1.8 1.5
Exchange gains and losses
Realised -23.8 5.4
Unrealised 24.3 -4.5
Total 0.5 0.9
Share of profit or loss of associates
Share of profit of associates 2.1 2.5
Share of loss of associates - -4.9
Total 2.1 23

The exchange rate differences on foreign currency loans and foreign currency derivatives have been credited or charged directly to shareholders” equity
and hedged against the translation differences arising from the consolidation of foreign subsidiaries according to the so called hedge of investment in
foreign entities method. In 2007, the foreign exchange net loss was EUR 6.0 million. (In 2006 the net loss was EUR 4.5 million.)

Interest income on non-current investments does not include income from associated companies. All other financial items constitute income and ex-
penses from entities others than associates.

11. INCOME TAXES

2007 2006
Income taxes, current year 235 39.5
Income taxes, previous years -0.1 -0.1
Deferred taxes 1.1 1.4
Other taxes 1.3 1.2
Total 25.8 42.0
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Tax losses

Certain Group subsidiaries have tax losses totalling EUR 316.9 mil-
lion (EUR 319.1 million), which can be applied against future tax-
able income. All tax losses have not been recognised as deferred

Comparison of taxes calculated according to the current tax rate with taxes

tax assets. A limited right to make deductions applies to about
87% of tax losses.

in the income statement 2007 2006
Taxes at current tax rates 45.6 49.9
Taxes from previous financial years -0.1 -0.1
Tax-free income / non-deductible expenditure -4.7 7.9
Unapplied losses during the financial year 7.1 33
Used tax losses -20.1 -18.3
Others -2.0 -0.7
Taxes in the income statement 25.8 42.0
12. EARNINGS PER SHARE

2007 2006
Earnings per share
Profit before tax ? 93.3 154.2
Income taxes for the financial year -25.8 -42.0
Net profit for the period 67.5 112.2
Attributable to minority interests -3.8 -3.6
Attributable to equity holders of the parent 63.7 108.6
Weighted average number of shares " 121,163,866 120,877,281
Earnings per share, EUR ? 0.53 0.90
Diluted earnings per share
Average number of shares 121,163,866 120,877,281
Effect of options outstanding (average) 17,759 141,535
Potential treasury share transaction related to share-based
payment arrangement (average) 12,011 31,774
Diluted average number of shares 121,193,636 121,050,590
Diluted earnings per share, EUR ? 0.53 0.90
Earnings per share excluding write-downs
Profit before tax ? 93.3 154.2
Income taxes for the financial year -25.8 -42.0
Net profit for the period 67.5 112.2
Attributable to minority interest -3.8 -3.6
Attributable to equity holders of the parent 63.7 108.6
Write-downs 47.1 -
Taxes related to write-downs -5.1 -
Net profit attributable to equity holders of the parent excluding write-downs 105.7 108.6
Weighted average number of shares 121,163,866 120,877,281
Earnings per share excluding write-downs, basic, EUR ? 0.87 0.90

" Weighted average number of shares outstanding, excluding the number of shares bought back.

2) Year 2006 error has been corrected, Note 38.

3 For more information on write-downs see Note 15.
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13. INTANGIBLE ASSETS

Intangible

Goodwill assets Prepayments 2007 total
Acquisition cost at beginning of year 677.6 193.2 13 872.1
Acquisition of subsidiaries 21.4 10.6 0.2 32.2
Increases 0.2 17.2 13.0 304
Disposal of subsidiaries - -0.1 - -0.1
Decreases -1.1 -6.1 - =7
Other changes -1.2 - -0.1 -1.3
Reclassifications 37.5 - - 37.5
Exchange rate differences -10.6 0.1 -0.1 -10.6
Acquisition cost at end of year 723.8 214.9 14.3 953.0
Accumulated depreciation at beginning of year -96.6 -85.6 - -182.2
Accumulated depreciation relating to decreases and transfers 1.1 5.8 - 6.9
Depreciation during the financial year - -21.4 - -21.4
Impairment and charges -4.2 -15.0 - -19.2
Exchange rate differences 2.5 -0.7 - 1.8
Accumulated depreciation at end of year -97.2 -116.9 - -214.1
Net carrying amount at end of year 626.6 98.0 14.3 738.9

Intangible

Goodwill assets Prepayments 2006 Total
Acquisition cost at beginning of year 655.7 137.2 2.9 795.8
Acquisition of subsidiaries 34.0 37.9 - 71.9
Increases 0.1 19.6 -1.6 18.1
Decreases - -0.4 - -0.4
Non-current assets held for sale - 0.4 - -0.4
Other changes -0.3 0.4 - -0.7
Exchange rate differences -11.9 -0.3 - -12.2
Acquisition cost at end of year 677.6 193.2 1.3 872.1
Accumulated depreciation at beginning of year -97.6 —-69.2 - -166.8
Accumulated depreciation relating to decreases and transfers - 03 - 03
Depreciation during the financial year - -17.1 - -17.1
Impairment and charges -0.1 - - -0.1
Non-current assets held for sale - 03 - 03
Other changes 03 0.2 - 0.5
Exchange rate differences 0.8 -0.1 - 0.7
Accumulated depreciation at end of year -96.6 -85.6 - -182.2
Net carrying amount at end of year 581.0 107.6 1.3 689.9

There was no goodwill related to associated companies in 2007 and 2006.

indefinite useful lives.

Apart from goodwill, the Group did not have material intangible assets with
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14. PROPERTY, PLANT AND EQUIPMENT

Other property,

Prepayments and

Land and Buildings and  Machinery and plant and non-current assets
water constructions equipment equipment under construction 2007 total
Acquisition cost at beginning of year 52.2 459.6 1,453.3 319 168.0 2,164.9
Acquisition of subsidiaries 17 7.6 19.0 0.1 -14.1 14.3
Increases 15 57.7 113.4 52 379 215.7
Disposal of subsidiaries - 2.1 -4.2 -1.1 -0.4 -7.8
Decreases -1.1 -11.6 -67.5 2.1 -0.3 -82.6
Non-current assets held for sale -0.5 -6.9 219 0.8 - -28.5
Other changes -0.1 0.1 -4.0 2.4 -1.1 -2.7
Reclassifications -0.3 6.0 2.5 - -45.7 -37.5
Exchange rate differences 2.2 -8.6 -27.0 -0.3 -6.3 -44.4
Acquisition cost at end of year 51.2 501.8 1,463.6 36.9 138.0 2,191.4
Accumulated depreciation
at beginning of year -7.7 -231.1 -920.8 -18.2 - -1,177.8
Accumulated depreciation relating
to decreases and transfers - 10.5 67.7 19 - 80.1
Depreciation during the financial year - -19.9 916 -3.0 - -114.5
Impairment and charges - -29 -15.8 - - -18.7
Non-current assets held for sale - 1.6 0.1 - - 1.7
Other changes - 0.6 6.1 0.1 - 6.8
Exchange rate differences - 3.6 11.5 0.2 - 15.3
Accumulated depreciation at end of year -7.7 -237.6 -942.8 -19.0 - -1,207.1
Net carrying amount at end of year 435 264.2 520.7 17.9 138.0 984.3
Other property, Prepayments and
Land and Buildings and  Machinery and plant and non-current assets
water constructions equipment equipment under construction 2006 total
Acquisition cost at beginning of year 59.6 457.8 1,392.9 383 50.8 1,999.4
Acquisition of subsidiaries 4.8 19.8 68.1 2.4 56.8 151.9
Increases 0.2 11.5 75.7 1.8 65.2 154.4
Disposals of subsidiaries -0.1 -0.1 -0.5 - - -0.6
Decreases 4.2 -9.2 -27.0 -0.8 -0.1 -41.4
Non-current assets held for sale -99 -19.8 -293 23 - -61.3
Other changes 03 -1.6 -19.0 6.5 -1.5 -28.2
Exchange rate differences 1.4 12 -7.7 -1.0 -3.1 -9.3
Acquisition cost at end of year 522 459.6 1,453.3 319 168.0 2,164.9
Accumulated depreciation
at beginning of year -7.7 -219.0 -885.9 -21.9 - -1,134.5
Accumulated depreciation relating
to decreases and transfers - 5.5 19.3 0.4 - 25.1
Depreciation during the financial year - -16.9 -87.1 23 - -106.3
Impairment and charges - -0.4 -0.1 - - -04
Non-current assets held for sale - 1.1 4.6 1.4 - 7.1
Other changes - 5.2 281 4.0 - 373
Exchange rate differences - -6.6 03 0.2 - -6.1
Accumulated depreciation at end of year 7.7 -231.1 -920.8 -18.2 - -1,177.8
Net carrying amount at end of year 445 228.5 532.4 13.7 168.0 987.1
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15. IMPAIRMENT TESTS

The Group’s Accounting Policies set out the principles and process
of testing assets for impairment.

Impairment tests were performed on September 30, 2007, and
there have been no significant changes in cash-generating units or
other impairment test assumption thereafter.

The carrying amounts of non-current assets and goodwill by
segments are the following:

Segment Carrying amount® Of which goodwill
31.12.2007 31.12.2006 31.12.2007 31.12.2006
Kemira Pulp&Paper 682 692 322 328
Kemira Water 345 332 123 77
Kemira Specialty 365 361 113 109
Kemira Coatings 204 175 68 65
Total 1,596 1,560 626 579

* Carrying amount excludes the assets of the Kemira Corporate Center and the former water-soluble fertilizers unit.

Discount rates were determined for each cash-generating unit,
based on the volatility of cash flows between 2002 and 2007,
and varied from 7 percent to 10 percent. Forecasts for cash-flow

growth reflect the management’s perception of developments
in sales and cost items during the forecast period. The growth
rate used to extrapolate cash flows subsequent to the three-year

Segment Range of discount rates
2007 2006
Kemira Pulp&Paper 7-10% 6-9%
Kemira Water 8-10% 7-8%
Kemira Specialty 8-10% 9-12%
Kemira Coatings 9-10% 9-10%

The sensitivity analysis was made under the assumption that there
would be a decline in the cash flows” growth rate, both during and
after the forecasting period. A general increase in interest rates
has also been taken into consideration as well as a change in the
company’s willingness to take risk. Only a drastic, simultaneus
change in several factors could involve the risk of impairment
losses in some units.

The Group’s recoverable amount is more than double the carry-
ing amount. Impairment tests did not reveal any need to recog-
nize impairment losses.

Impairments recognised at December 31, 2007

In connection with the strategic review process currently under
way in Kemira, it was decided to take actions that will involve the
write-downs of approximately EUR 47.1 million. The write-downs
were recorded for the final quarter of 2007 and did not affect the
cash flow. The effect of the write-downs on business areas are as
follows: Kemira Pulp&Paper EUR 17.1 million, Kemira Water EUR 5.9
million, Kemira Specialty EUR 9.2 million and other business EUR
15.0 million.

There are four classes of impaired assets:

- The investment calculation of the Group’s enterprise resource
planning (ERP) system has been updated. The inputs neces-
sary for the ERP system will deviate from the original plan and
therefore a EUR 15.0 million impairment has been booked. The
fair value has been determined by calculating value in use.

- Kemira acquired four subsidiaries of Parcon A/S in October 2006.
The fair value has been determined by calculating value in use.
Due to the lower net present value of future cash flows an
impairment of EUR 4.2 million has been booked.

- The fair value of six USA production sites is lower than their car-
rying value. The production sites are Washougal Silica, Columbus
Tech Center, Fortville, West Oak, Shreveport and Mobile. The
total impairment (including exit costs) of these sites is EUR 6.3
million. The fair value of these sites has been determined based
on independent appraisals and current market value assess-
ments.

- The value of the Hydrogen peroxides plant in the Netherlands is
lower than its carrying value due to the decreased price level in
the market as a result of the hydrogen peroxide market capacity
situation. The total impairment of the plant is EUR 12.5 million.
The plant is considered not having a fair value.
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Write-down of non-current assets held for sale: longs to Kemira Specialty Business Area. There are negotiations
- In connection with the strategic review process, it was decided on going for the disposal. The loss recognised in the income

to classify the assets and liabilities of the strategic business unit statement amounts to EUR 9.2 million.

Chemidet as assets held for sale. The strategic business unit be-

16. INVESTMENTS 2007 2006
2007 2006 Available- Available-

Holdings in Holdings in for-sale for-sale

associates associates investments investments

Carrying amount at beginning of year 8.1 9.2 84.3 83.7
Share of profit or loss of associates 0.1 -0.5 - -
Increases 0.4 0.1 8.2 1.1
Decreases -2.9 - = -0.6
Change in fair value = - 9.7 0.1
Exchange rate differences -0.2 -0.6 = -0.1
Net carrying amount at end of year 5.5 8.1 102.2 84.3
2007 2006

Holdings in associates 5.5 8.1
Available-for-sale investments 102.2 84.3
Other receivables 5.6 7.1
Deferred tax assets 5.2 7.7
Non-current loan receivables 0.8 2.4
Defined benefit pension receivables 34.6 24.6
Total investments 153.9 134.2

Associated companies are specified in Note 34.

17. INVENTORIES

2007 2006
Materials and supplies 98.7 97.5
Work in process 5.3 3.9
Finished goods 204.4 190.7
Prepayments 2.8 1.1
Total 311.2 293.2
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18. CARRYING AMOUNTS OF FINANCIAL ASSETS AND LIABILITIES BY MEASUREMENT CATEGORIES
Total carrying

Financial Loans Available- amounts by
assets and and other for-sale Other balance sheet Total fair

2007 Note  liabilities *  receivables investments liabilities item value
Non-current financial assets

Available-for-sale investments 16 - - 102.2 - 102.2 102.2
Current financial assets

Interest-bearing receivables 19 - 32 - - 3.2 3.2

Interest-free receivables 19 25.6 413.1 - - 438.7 438.7
Total 25.6 416.3 102.2 - 5441 5441
Non-current financial liabilities

Interest-bearing non-current liabilities 21,25 - - - 431.1 431.1 431.1
Current financial liabilities

Interest-bearing current liabilities 24,25 - - - 625.0 625.0 625.0

Interest-free current liabilities 24 7.7 - - 229.2 236.9 236.9
Total 7.7 - - 1,285.3 1,293.0 1,293.0

* Financial assets and liabilities at fair values through profit and loss.

Total carrying

Financial Loans Available- amounts by
assets and and other for-sale Other  balance sheet Total fair

2006 Note liabilities *  receivables investments liabilities item value
Non-current financial assets

Available-for-sale investments 16 - - 84.3 - 84.3 84.3
Current financial assets

Interest-bearing receivables 19 - 9.1 - - 9.1 9.1

Interest-free receivables 19 30.5 436.0 - - 466.5 466.5
Total 30.5 4451 84.3 - 559.9 559.9
Non-current financial liabilities

Interest-bearing non-current liabilities 21,25 - - - 395.1 395.1 395.1
Current financial liabilities

Interest-bearing current liabilities 24,25 - - - 508.5 508.5 508.5

Interest-free current liabilities 24 1.6 - - 278.6 280.2 280.2
Total 1.6 - - 1,182.2 1,183.8 1,183.8

“ Financial assets and liabilities at fair values through profit and loss.

19. RECEIVABLES

2007 2006
Interest-bearing receivables
Loan receivables 0.1 -
Other receivables 3.1 9.1
Total interest-bearing receivables 3.2 9.1
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2007 2006

Interest-free receivables
Trade receivables 413.1 436.0
Prepayments 4.5 5.1
Current tax asset 19.6 13.6
Accrued income 67.7 86.9
Other receivables 43.2 23.8
Total interest-free receivables 548.1 565.4
Total receivables 551.3 574.5

Items that are due over one year include trade receivables of EUR 3.8 million (EUR 1.9 million in 2006), prepaid expenses and accrued income of

EUR 7.2 million (EUR 0.2 million) and other interest-free receivables of EUR 0.5 million (EUR 0.3 million) as well as loan receivables of EUR 0.1 million

and other interest-bearing receivables of EUR 1.6 million (EUR 1.5 million).
Finance lease receivables - total minimum leases
Within one year 0.7 0.8
After one year but no more than five years 1.1 1.9
Total 1.8 2.7
Finance lease receivables - the present value of minimum lease payments
Within one year 0.6 0.8
After one year but no more than five years 1.1 1.8
Total 1.7 2.6
Future finance income 0.1 0.1
Total finance lease receivables 1.8 2.7

20. RELATED PARTIES DISCLOSURE

Parties are considered belonging to each other’s related parties if
one party is able to exercise control over the other or substantial

influence in decision-making concerning its finances and business
operations. The Group’s related parties include the parent compa-
ny, subsidiaries, associated companies and joint-ventures. Related

parties also include the members of the Supervisory Board, Board
of Directors and the Group’s Management Boards, the CEO and his
deputy and their near family members. Key management persons
are the members of the Group Management Boards.

Employee benefits of key management personnel, EUR million 2007 2006
Wages, salaries and other short-term employee benefits 4.5 4.1
Post-employment benefits 2.0 3.2
Share-based payment 2.8 1.6
Total 9.3 8.9

No loans had been granted to management in the end of 2007 and in 2006, nor were there any contingency items and contingent liabilities on behalf
of key personnel. Persons belonging to the Company’s key management, including parties closely associated with them, are not involved in substantial

business relationships with the Company.

Management’s share-based incentive plan is specified in Note 8.
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Board of Directors emoluments, EUR 2007 2006
Members of the Board of Directors

Pekka Paasikivi, Chairman (since October 4, 2007) 14,517 -
Anssi Soila, Chairman (until October 4, 2007) 55,265 67,740
Eija Malmivirta, Vice Chairman 52,200 52,200
Elizabeth Armstrong 61,800 57,000
Heikki Bergholm, (until October 4, 2007) 32,393 41,400
Juha Laaksonen, (since October 4, 2007) 9,006 -
Ove Mattson 52,200 45,600
Kaija Pehu-Lehtonen 38,400 38,400
Markku Tapio 40,800 39,600
Supervisory Board emoluments, EUR 2007 2006
Members of the Supervisory Board

Aulis Ranta-Muotio, Chairman 9,974 12,800
Mikko Elo, I Vice Chairman 6,104 8,000
Heikki A. Ollila, Il Vice Chairman 6,104 8,000
Pekka Kainulainen 5,387 6,800
Mikko Langstrom 5,387 6,600
Susanna Rahkonen 5,187 6,400
Risto Ranki 5,387 6,800
Katri Sarlund 5,187 6,800

The extraordinary general meeting of Kemira Oyj on October 4, 2007 decided to dissolve the Supervisory Board. Activites of the Supervisory Board ended

on October 4, 2007.

Management’s pension commitments and termination
benefits

The managing director of Kemira Oyj until the end of 2007, Lasse
Kurkilahti, is entitled to retire at the age of 60. The managing di-
rector’s benefit is based on an agreement according to which the
maximum remuneration for the managing director is 60% of the
pension-based salary. The related defined-benefit pension com-
mitment of Kemira Oyj at December 31, 2007 was EUR 6.9 million
(5.3 million).

Kemira Oyj's Board of Directors appointed Harri Kerminen as
the new managing director of Kemira Oyj as of January 1, 2008.
Harri Kerminen'’s contract period is until 2013, when he will be 62
years old. The deputy managing director of Kemira is entitled to
retire at the age of 60.

The maximum remuneration for the deputy managing director
and for the new managing director is 66% of the pension-based
salary. The possibility is based on the benefits of the supplementa-
ry pension foundation that has been closed to new members since
January 1, 1991. The supplementary pension foundation’s benefits
concern all the personnel whose years of service and other condi-
tions concerning the granting of a pension have been fulfilled.
Similar arrangements have been made in other Group companies.

The period of notice of Kemira Oyj’s managing director is 6
months. In case the company would give notice to the managing
director, he will receive an emolument equaling 12 months’ salary.
The respective periods for the deputy managing director are 6
months and 18 months.

Other related party disclosure

Sales and purchases of goods and services to and from associ-
ates as well as receivables from associates are specified in note
34. The amount of contingent liabilities on behalf of associates are
presented in note 30.

Kemira’s Finnish pension foundations and funds are legal units
of their own and they manage part of the pension assets of the
Group’s personnel in Finland. The assets include Kemira shares
representing 0.15% of the company’s outstanding shares.

The pension foundations own 2.6% of Pohjolan Voima stock.
Kemira Oyj buys electricity from Pohjolan Voima in proportion
to its share of ownership for Group use and also for selling it to
outside companies. Sales of electricity to subsidiaries in 2007 were
EUR 31.4 million (EUR 28.3 million) and to other companies EUR
1.0 million (EUR 1.9 million). The shareholders can buy electricity
from the company at a price that covers its production expenses.
This price has been clearly below the average market prices.

According to the Finnish Companies Act, over one percentage
ownerships are included in related parties. These ownerships are
listed in the paragraph “shares and shareholders” in table “largest
shareholders”.
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21. NON-CURRENT INTEREST-BEARING LIABILITIES

2007 2006
Loans from financial institutions 378.9 330.2
Loans from pension institutions 46.2 55.6
Other non-current liabilities to others 6.0 9.2
Total 431.1 3951
Non-current interest-bearing liabilities maturing in
2009 (2008) 17.4 209
2010 (2009) 54.7 16.4
2011 (2010) 49.8 83.9
2012 (2017) 72.2 84.2
2013 (2012) 237.0 189.7
Total 4311 3951
Interest-bearing liabilities maturing in 5 years or longer
Loans from financial institutions 199.0 149.8
Loans from pension institutions 35.9 37.2
Other non-current interest-bearing liabilities 2.1 2.8
Total 237.0 189.7

The foreign currency breakdown of non-current loans is presented in Management of financial risks, Note 33.

The Group has neither debentures nor convertible or other bonds.
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22. DEFERRED TAX LIABILITIES AND ASSETS

Recognised Acquired /

Jan. 1, in the income Recognised in disposed Dec. 31,
2007 2007 statement equity subsidiaries 2007
Deferred tax liabilities
Cumulative depreciation in
excess of / less than plan 78.0 -1.4 -4.2 - 72.4
Available-for-sale financial assets 18.2 - 25 - 20.7
Pensions 6.3 4.4 - - 10.7
Fair value of acquired subsidiaries * 15.0 0.5 - 3.5 19.0
Other 9.0 15.7 -0.8 - 23.9
Total 126.5 19.2 -2.5 3.5 146.7
Tax assets deducted -20.6 -41.2
Total deferred tax liabilities in the balance sheet 105.9 105.5
Deferred tax assets
Internal stock margin 1.8 0.4 - - 2.2
Provisions 6.7 -1.5 - - 5.2
Tax losses 12.4 12.8 - - 25.2
Pensions 3.0 2.0 - - 5.0
Other 4.4 4.4 - - 8.8
Total 283 18.1 - - 46.4
Deferred tax liabilities deducted -20.6 -41.2
Deferred tax assets in the balance sheet 77 5.2

Recognised Acquired /

Jan. 1, in the income Recognised in disposed Dec. 31,
2006 2006 statement equity subsidiaries 2006
Deferred tax liabilities
Cumulative depreciation in
excess of / less than plan 80.8 0.5 -1.0 -2.3 78.0
Available-for-sale financial assets 171 - 1.1 - 18.2
Pensions 53 1.0 - - 6.3
Fair value of acquired subsidiaries * 14.7 5.7 - 6.0 15.0
Other 4.8 5.2 -0.7 -0.3 9.0
Total 122.7 1.0 -0.6 3.4 126.5
Tax assets deducted -22.2 -20.6
Total deferred tax liabilities in the balance sheet 100.5 105.9
Deferred tax assets
Internal stock margin 13 0.5 - - 1.8
Provisions 7.2 -0.5 - - 6.7
Tax losses 15.5 -3.1 - - 12.4
Pensions 0.9 2.1 - - 3.0
Other 4.1 0.6 - -0.3 4.4
Total 29.0 -0.4 - -0.3 28.3
Deferred tax liabilities deducted -22.2 -20.6
Deferred tax assets in the balance sheet 6.8 7.7

“ The increase in deferred tax assets relating to the fair value measurement of acquired subsidiaries was recognised under goodwill.
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23. PROVISIONS

Environmental

Restructuring and damage Other 2007
provisions provisions provisions * Total
Non-current provisions
Balance at beginning of year 0.8 15.4 471 63.3
Increase in provisions 1.9 0.6 0.2 2.7
Provisions used during the period -0.6 -29 -42.3 -45.8
Provisions released during the period -0.1 -0.1 -0.3 -0.5
Reclassification - -0.3 -0.6 -0.9
Balance at end of year 2.0 12.7 4.1 18.8
Current provisions
Balance at beginning of year 6.3 1.4 7.8 15.5
Increase in provisions 1.1 -0.5 0.9 1.5
Provisions used during the period -3.8 -0.3 2.2 -6.3
Provisions released during the period -19 - -3.5 -5.4
Reclassification - 03 0.6 0.9
Balance at end of year 1.7 0.9 3.6 6.2
* Year 2006 error has been corrected, Note 38.
24. CURRENT LIABILITIES
2007 2006
Interest-bearing current liabilities
Loans from financial institutions 186.9 187.8
Loans from pension institutions 15.7 15.7
Current portion of other non-current loans 14.5 14.8
Finance lease liabilities 43 3.0
Other interest-bearing current liabilities 403.6 287.2
Total interest-bearing current liabilities 625.0 508.5
Interest-free current liabilities
Prepayments received 9.8 4.9
Trade payables 229.2 278.6
Current provisions 6.2 15.5
Current tax liabilities 9.7 14.7
Accrued expenses 183.1 169.8
Other interest-free current liabilities 41.8 54.8
Total interest-free current liabilities 479.8 538.4
Total current liabilities 1,104.8 1,046.9
Accrued expenses
Personnel expenses 68.8 54.3
Items related to revenues and purchases 36.0 273
Interest 22.6 20.8
Exchange rate differences 8.4 2.0
Other 47.3 65.4
Total 183.1 169.8
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25. NET LIABILITIES

2007 2006
Interest-bearing non-current liabilities 431.1 395.0
Interest-bearing current liabilities 625.0 508.5
Money market investments - cash equivalents -21.5 -35.0
Cash and cash equivalents -31.2 -41.1
Total 1,003.4 827.4
26. FINANCE LEASE LIABILITIES - MATURITY

2007 2006
Finance lease liabilities — minimum lease payments
Within one year 0.6 0.5
After one year but no more than five years 1.9 15
Over five years 1.8 1.0
Total 4.3 3.0
Finance lease liabilities - present value of minimum lease payments
Within one year 0.4 0.4
After one year but no more than five years 1.7 1.1
Over five years 1.8 1.0
Total 3.9 2.5
Future finance charges 0.4 0.5
Total amount of finance lease liabilities 4.3 3.0

27. DEFINED BENEFIT PENSION PLANS

Under defined benefit plans, pension benefits are determined
by salary, retirement age, disability, mortality or termination of
employment.

The funded portion of the Finnish system under the Employ-
ees’ Pensions Act (TEL) and the disability portion are treated as a
defined benefit plan in respect to the pension plans managed by
the Group’s own pension funds, and the assets of Kemira’s own
pension funds are measured according to IAS 19 (Employee Ben-

efits). TEL plans managed by insurance companies are treated as a
defined contribution plan. The “corridor” method is used to account

for any actuarial gains and losses.

The table below shows the effect of the defined benefit pen-
sion plan on the Group’s income statement and balance sheet,
as required by IAS 19. Pension liabilities, plan assets and actuarial
gains and losses of the businesses acquired and divested have

changed obligations and assets.

2007 2006
Balance sheet
Liability for defined benefit plans 73.6 65.8
Receivable for defined benefit plans -34.6 -24.6
Net liability 39.0 41.2
Income statement
Defined benefit pension plans 7.5 8.9
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2007 2006
Amounts recognized in the balance sheet
Present value of funded obligations 504.6 484.9
Present value of unfunded obligations 68.8 51.9
Fair value of plan assets -622.9 -552.3
Present value of pension obligations -49.5 -15.5
Unrecognised past service costs -0.2 23.8
Unrecognized actuarial gains (+) and losses (=) 88.7 56.7
Net liability 39.0 65.0
Movements in the present value of defined benefit obligation
Liability at beginning of year 536.8 526.9
Current service costs 12.0 12.4
Interest costs 25.8 24.0
Actuarial gains (=) and losses (+) 4.7 -3.7
Exchange rate differences on foreign plan -1.4 -1.4
The effect of companies acquired and divested during the period 21.2 -1.2
Benefits paid -27.3 -25.3
Curtailments - -13
Settlements 1.9 5.6
Past service costs -0.3 0.8
Liability at end of year 573.4 536.8
Movements in the fair value of plan assets
Plan assets at beginning of year 552.3 5433
Expected return on plan assets 28.1 26.7
Employer contributions 13.9 9.7
Actuarial gains (=) and losses (+) 39.5 1.4
Exchange differences on foreign plan 0.5 -1.0
Effect of companies acquired and divested during the period 15.9 -9.1
Benefits paid -27.3 -24.2
Settlements - 5.5
Plan assets at end of year 622.9 552.3
Amounts recognized in the income statement
Current service cost 12.0 12.4
Interest cost 25.8 24.0
Expected return on plan assets -28.1 -26.7
Past service costs -0.3 0.8
Net actuarial gains (=) and losses for financial year (+) -2.9 -1.6
Curtailments 1.0 -
Income statement total 7.5 8.9
The above amount, EUR 7.5 million (EUR 8.9 million), is included in employee benefits in the income statement.
Actual return on plan assets
Actual return on plan assets 67.4 28.1
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2007 2006
Principal actuarial assumptions
Discount rate 4.0-5.7% 4.0-8.0%
Expected return on plan assets 2.8-7.5% 2.7-7.3%
Inflation 2.0-3.4% 2.0-3.5%
Future salary increases 2.0-3.4% 2.0-4.0%
Future pension increases 1.3-3.4% 1.5-3.1%
Plan assets consist of:
Equity instruments 336.5 315.2
Bonds and other non-current interest-bearing investments 163.7 136.7
Current interest-bearing investments 62.1 13.6
Assets in insurance companies * 29.8 29.9
Kemira Oyj treasury shares 2.6 3.1
Real estate in Group use 14.0 13.0
Other 14.2 40.8

Total 622.9 552.3

“ Funds managed by insurance companies, under the defined benefit pension plan, form part of the investment assets of the insurance companies, which bear the
associated investrnent risk. For this reason, more detailed information on the individual plans’ asset allocation is not available.

The total expected long-term rate of return on plan assets is 5.0%. This rate of return is based on the portfolio as a whole and not on the sum of the
returns on individual asset categories. The return is based exclusively on historical returns, without adjustments.

Expected IFRS contributions (income) to post-employment benefit plans for 2008 total EUR 3,7 million.

Dec. 31 2007 2006 2005 2004
Present value of defined benefit obligation 573.4 536.8 526.9 4843
Fair value of plan assets 622.9 552.3 543.3 492.9
Actuarial gains (+) and losses (-) 88.5 56.7 53.2 39.7
Deficit / surplus 39.0 4122 36.8 311
Experience adjustments on plan liabilities -3.4 4.0 -9.1

Experience adjustments on plan assets 45.9 19.5 1.6
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28. SUPPLEMENTARY CASH FLOW INFORMATION

2007 2006
Acquisition and disposal of subsidiaries
Acquisition of subsidiaries
Acquisition cost 68.3 301.5
Cash and cash equivalents at acquisition date 2.2 -4.2
Cash flow on acquisition net of cash acquired 66.1 297.3
Acquired assets and liabilities
Net working capital 10.0 109.1
Property, plant and equipment 25.0 176.4
Interest-bearing receivables, cash and cash equivalents deducted = 3.0
Other interest-bearing receivables 0.3 1.7
Interest-bearing liabilities -0.8 -8.8
Interest-free liabilities 11.5 -20.8
Minority interest = 2.2
Goodwill on acquisition 20.1 34.5
Total assets and liabilities of acquired subsidiaries 66.1 2973
Proceeds from the disposals of subsidiary shares
Proceeds from the disposal 19.8 42.7
Cash and cash equivalent in disposed companies -1.1 -0.9
Total cash flow on disposals of subsidiaries 18.7 41.8
Assets and liabilities disposed
Net working capital 0.4 4.2
Property, plant and equipment 4.2 20.8
Shares 1.0 -
Other interest-free receivables 2.3 0.5
Interest-bearing liabilities -1.0 -1.4
Interest-free liabilities - -0.5
Gain / loss on disposal 11.8 18.2
Total assets and liabilities of disposed subsidiaries 18.7 418
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29. BUSINESS COMBINATIONS

The Cytec water treatment business

Kemira acquired the Cytec Industries, Inc.’s water treating and
acryl amide business on October 1, 2006. Cytec’s water treatment
business consists of water treatment solutions for industrial and
municipal water treatment plants. The acquisition includes five
production plants of which three are located in the US (Mobile/
Alabama, Longview/Washington, and Fortier/Louisiana), and two
in Europe (Bradford /UK and Botlek/the Netherlands).

The acquisition of Cytec’s water treatment chemicals business
is in line with Kemira’s growth strategy. It also allows the Group to
significantly broaden its current product portfolio and gain greater
geographical presence in key markets and inside key customer
segments. The acquired business” market regions include the US,
South America, Asia and Europe.

The total price of the acquisition is approx. EUR 198.5 million.
The acquisition was financed with Kemira Group’s own existing
financing agreements.

In addition to the purchase of the business through the as-
set purchase agreement which was closed on October 1, 2006,

Kemira signed a share purchase agreement to buy the shares of
Cytec Manufacturing BV. The closing and payment of the share
purchase agreement took place on January 11, 2007. Kemira has
also signed transition service agreements with nine Cytec compa-
nies concerning certain transactional services with respect to the
products of the business (Overseas units). The assets related to
these transition service agreements was transferred to Kemira and
paid gradually starting on April 1, 2007. One of these asset trans-
fers was in the form of a share purchase of an existing company.

The control over the whole Cytec water treatment business was
transferred to Kemira on October 1, 2006. The preliminary purchase
price allocation was pending finalization of overseas units, working
capital and liabilities. These matters have been finalized since then,
resulting in an increase of goodwill mainly from identified defined
benefit pensions according to IAS 19.

Fair values Carrying

recorded on amounts prior

business to business
combination combination
Intangible assets 15.5 -
Property, plant and equipment 91.0 54.7
Inventories 28.8 271
Trade receivables and other receivables 40.6 40.6
Cash and cash equivalents 2.0 2.0
Total assets 177.9 124.4
Interest-bearing current liabilities 5.4 5.4
Other liabilities 18.2 18.2
Deferred tax liabilities 1.7 -
Total liabilities 253 23.6
Net assets 152.6 100.8
Cost of business combination (net) 198.5
Goodwill 45.9
Acquisition cost 198.5
Cash and cash equivalents in subsidiary acquired -2.0
Cash outflow on acquisition total 196.5
Cash outflow on acquisition 2006 166.2
Cash outflow on acquisition 2007 30.3
Cash outflow on acquisition total 196.5

The revenue of the acquired unit for January 1-December 31, 2007 totaled EUR 291.3 million and operating profit EUR 12.3 million.
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The Dalquim coagulant business

Oon April 20, 2007, Kemira acquired 100 % of the shares of two
companies (Empresa Lajeana Ltda. & Arapoti Saneamento Ltda.)
conducting the coagulant business of Dalquim Industria e Comercio
Ltda. Dalguim is one of the leading manufacturers of aluminum
based coagulants in the South of Brazil. The revenue of the coagu-
lant business is approximately EUR 12 million.

The target companies are located in the south of Brazil and
have two production units. Their main customer base is the paper
industry and municipalities for potable and wastewater treatment.
The company will be targeting the fast expanding paper industry
and potable and waste water treatment sector in the Southern
states of Brazil.

The acquisition fits extremely well in Kemira’s strategy to en-
hance its position and mutual synergies as a world leader in chem-
icals supply for both pulp&paper and water treatment customers

on fast growing emerging markets.

Kemira Water is already present with production in the Bahia
region (North East of Brazil) and in the Sao Paulo state. With this
acquisition, Kemira will significantly broaden its current product
portfolio in Brazil and gain strong geographical presence in the
southern Brazilian market.

The total price of the acquisition is approx. EUR 10.8 million.
Capitalized acquisition costs directly attributable to the combina-
tion have not yet been finalized. The acquisition was financed with
Kemira Group’s own existing financing agreements.

Of the total purchase price of EUR 10.8 million, EUR 1.2 million
was allocated to intangible assets originating from the existing
customer portfolio. The acquisition then results in EUR 9.0 million in
goodwill, based on the acquired business’s expected future earn-
ings and attainable synergies.

Fair values Carrying

recorded on amounts prior

business to business
combination combination
Intangible assets 1.2 -
Property, plant and equipment 0.8 0.8
Inventories 0.2 0.2
Trade receivables and other receivables 1.4 1.4
Cash and cash equivalents 0.1 0.1
Total assets 3.7 2.5
Deferred tax liabilities 0.4 -
Other liabilities 1.5 1.5
Total liabilities 1.9 1.5
Net assets 1.8 1.0
Cost of business combination (net) 10.8
Goodwill 9.0
Acquisition cost 10.8
Cash and cash equivalents in subsidiaries acquired -0.1
Cash outflow on acquisition 10.7

The revenue of the acquired units for April 21-December 31, 2007 totaled EUR 7.5 million and the operating profit EUR 1.7 million.
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Aggregate of other business acquisitions

Kemira made the following acquisitions in 2007: TRI-K Industries Powder Coatings (70%), Chongqging Lanjie Tap Water Materials Co.
Inc. (100%), Sustainable Nutrition B.V. (100%), Dickursby Holding (80%) and the Arkema coagulant business.
AB (70%), 000 Gamma Industrial Coatings (70%), 00O Tikkurila These business combinations are individually immaterial.
Fair values Carrying
recorded on amounts prior
business to business
combination combination
Trademarks and trade names 3.9 -
Other intangible assets 5.4 4.7
Property, plant and equipment 5.6 4.5
Inventories 4.7 4.7
Trade receivables and other receivables 3.1 2.9
Cash and cash equivalents 0.2 0.2
Total assets 22.9 17.0
Deferred tax liabilities 1.4 -
Non-currrent liabilities 0.3 0.3
Other liabilities 4.8 4.8
Total liabilities 6.5 5.1
Net assets 16.4 11.9
Cost of business combination (net) 24.0
Goodwill 7.6
Acquisition cost 24.0
Cash and cash equivalents in subsidiaries acquired -0.2
Cash outflow on acquisition 23.8

Effect of business combinations on revenue and profit
Kemira’s revenue for Jan. 1-Dec. 31, 2007 would have been
EUR 3,159 million and operating profit EUR 159 million if all of
the business combinations carried out during the period had
been completed on January 1, 2007.
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30. COLLATERAL AND CONTINGENT LIABILITIES

2007 2006

Loans secured by mortgages in the balance sheet and
for which mortgages are given as collateral
Loans from financial institutions 0.4 0.5
Mortgages given 1.0 0.5
Loans from pension institutions 55.8 59.9
Mortgages given 59.8 63.1
Other loans 1.1 11
Mortgages given 1.3 1.2
Total mortgage loans 57.3 61.5
Total mortgages given 62.1 64.8
Contingent liabilities
Assets pledged

On behalf of own commitments 6.0 19.5
Guarantees

On behalf of own commitments 8.3 6.4

On behalf of associates 1.4 326

On behalf of others 2.8 1.4
Operating leasing liabilities

Maturity within one year 22.4 14.9

Maturity after one year but within five years 53.4 429

Maturity after five years 75.6 75.2
Other obligations

On behalf of associates 2.3 2.3

On behalf of own commitments 0.4 0.4

There were no collaterals or contingent liabilities related to managing directors, members or deputy members of the board of directors and the supervisory

board during 2007 and 2006.

Major off-balance sheet investment commitments

Major amounts of contractual commitments for the acquisition

of property, plant and equipment on December 31, 2007 were
EUR 16 million for the investment of Kemira Coatings in Russia and
EUR 3 million for the environmental investment in Pori, Finland.

Litigation

The Group has extensive international operations and is involved in

a number of legal proceedings incidental to these operations.
Kemira Oyj, Kemira Chemicals, Inc. and Kemira Chemicals Can-

ada, Inc. have received claims or were named in class action law-

suits filed by direct and indirect purchasers of hydrogen peroxide

and persalts in US federal and state courts and in Canada. In these
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civil actions, it is alleged that the US plaintiffs suffered damages
resulting from a cartel among hydrogen peroxide suppliers. To
avoid further litigation costs, Kemira Oyj and Kemira Chemicals Inc.
have made a settlement agreement, pending court approval, in
the US direct purchaser class action. As regards the other claims
and suits, the proceedings continue.

In August 2007, Finnish Chemicals Oy received from the Eu-
ropean Union Comission a statement of objections in respect to
competition law infringements by sodium chlorate producers dur-
ing 1994-2000 to which statement of objections Finnish Chemicals
Oy has given its reply.



EUR million

31. DERIVATIVE INSTRUMENTS

2007 2006
Nominal values <1 year > 1 year Total <1 year > 1 year Total
Currency instruments
Forward contracts 942.9 - 942.9 389.4 - 389.4
of which hedges of net invest-
ment in a foreign operation - - - 19.6 - 19.6
Currency options 123.3 = 1233 88.1 - 88.1
Bought 65.5 - 65.5 42.8 - 42.8
Sold 57.8 = 57.8 453 - 453
Currency swaps 113.9 333 147.2 - 115.9 115.9
Interest rate instruments
Interest rate swaps 75.0 99.0 174.0 15.2 94.0 109.2
of which cash flow hedge 75.0 89.0 164.0 - 83.8 83.8
Interest rate options - 10.0 10.0 - - -
Bought - 10.0 10.0 - - -
Sold - - - - - -
Bond futures - 10.0 10.0 - 10.0 10.0
of which open = 10.0 10.0 - 10.0 10.0
Other instruments
Electricity forward contracts (GWh) 527.0 306.6 833.6 788.0 439.0 1,227.0
of which cash flow hedge (GWh) 527.0 306.6 833.6 788.0 439.0 1,227.0
Propane swap contracts (tons) = = = 1,000.0 - 1,000.0
of which cash flow hedge (tons) - - - 1,000.0 - 1,000.0

Nominal values of the financial instruments do not necessarily correspond to the actual cash flows between the counterparties and do not therefore give
a fair view of the risk position of the Group.

2007 2006
Assets Liabilities Total Assets Liabilities Total
Fair values gross gross net gross gross net
Currency instruments
Forward contracts * 4.8 -6.2 -1.4 6.6 -1.1 5.5
of which hedges of net invest-
ment in a foreign operation - = = 2.2 - 2.2
Currency options * 0.4 -0.1 0.3 0.4 -0.2 0.2
Bought 0.2 -0.1 0.1 0.1 -0.1 -
Sold 0.2 - 0.2 0.2 -0.1 0.2
Currency swaps 7.8 -1.3 6.5 8.4 - 8.4
Interest rate instruments
Interest rate swaps 2.4 -0.1 23 4.7 - 47
of which cash flow hedge 2.1 -0.1 2.0 4.2 - 4.2
Interest rate options - - - - - -
Bought - - - - - -
Sold - - - - - -
Bond futures 0.2 = 0.2 - -0.2 -0.2
of which open 0.2 = 0.2 - -0.2 -0.2
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EUR million
2007 2006

Assets Liabilities Total Assets Liabilities Total
Fair values gross gross net gross gross net

Other instruments
Electricity forward contracts (GWh) 10.0 - 10.0 10.4 - 10.4
of which cash flow hedge (GWh) 10.0 = 10.0 10.4 - 10.4
Propane swap contracts (tons) = = = - -0.1 -0.1
of which cash flow hedge (tons) = = = - -0.1 -0.1

“Includes also closed foreign exchange positions. The open position is shown in the hedging section of the currency risk table, Note 33.

2007 2006
Assets gross Liabilities gross Assets gross Liabilities gross
Fair values <1 year > 1 year <1 year > 1 year <1 year > 1 year <1 vyear > 1 year
Currency instruments
Forward contracts * 4.8 - 6.2 - 6.6 - =11 -
of which hedges of net
investment in a foreign operation = = = = 2.2 - - -
Currency options * 0.4 - -0.1 - 0.4 - -0.2 -
Bought 0.2 - -0.1 - 0.1 - -0.1 -
Sold 0.2 - - - 0.2 - -0.1 -
Currency swaps 7.8 = = -1.3 - 8.4 - -
Interest rate instruments
Interest rate swaps 0.1 2.3 -0.1 - 0.2 4.5 - -
of which cash flow hedge - 2.1 -0.1 - - 4.2 - -
Interest rate options - - - - - - - -
Bought - - - - - - - -
Sold - - - - - - - -
Bond futures - 0.2 - - - - - -0.2
of which open - 0.2 - - - - - -0.2
Other instruments
Electricity forward contracts (GWh) 8.3 1.7 = = 6.3 4.1 - -
of which cash flow hedge (GWh) 8.3 1.7 = = 6.3 4.1 - -
Propane swap contracts (tons) = = = = - - -0.1 -
of which cash flow hedge (tons) = = = = - - -0.1 -

“Includes also closed foreign exchange positions. The open position is shown in the hedging section of the currency risk table, Note 33.
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32. ENVIRONMENTAL RISKS AND LIABILITIES

The bulk of Kemira’s business is in the chemical industry, whose
products and operations are governed by numerous international
agreements and regional and national legislation all over the
world. The Group treats its environmental liabilities and risks in
financial statements in accordance with IFRS and observes estab-
lished internal principles and procedures.

In the context of all of its major mergers and acquisitions in
2007, Kemira carried out due diligence analyses related to the
pollution of soil and groundwater caused by the sites’ previous
operations.

Acquisitions and divestments did not alter the Group’s overall
environmental liabilities significantly. Negotiations stated in the bill
of sale are underway regarding two of the five sites of the water
chemicals business acquired from Cytec Inc. to divide the environ-

33. MANAGEMENT OF FINANCIAL RISKS

The Group Treasury manages financial risks in accordance with the
treasury policy in force. Approved by the Board of Directors, the
treasury policy defines treasury management principles. The Board
of Directors approves the annual Treasury plan and the maximum
permissible financial risk levels.

Financial risk management aims to protect the Company from
unfavorable changes in financial markets, thus contributing to
safeguarding the Company’s profit performance and shareholders’
equity. Kemira employs various financial instruments within the set
limits. The Group uses only instruments whose market values and
risks can be monitored continuously and reliably. It uses derivative
instruments only for hedging purposes, not for speculative gain.
Management of foreign exchange and interest rate risk is central-
ized in the Group treasury.

Foreign exchange risk
Foreign currency cash flow risk arises from net currency flows de-
nominated in currencies other than the domestic currency within
and outside the eurozone. The most significant foreign exchange
cash flow risk in the group arises from dollar denominated exports
from the euro zone. In addition, the euro denominated sales of
Pigments Oy is indirectly exposed to the fluctuations in the United
States dollar, as the market price of titanium dioxide is determined
in dollars.

Kemira mainly uses forwards and currency options in hedg-
ing against foreign exchange risks, which had less than a one
year maturity at the end of 2007. At Group level, the subsidiaries’
hedging entries are eliminated. The table below shows an esti-
mate of the largest Group-level foreign currency cash flow risks.

mental liabilities observed in analyses.

Provisions for environmental remediation totaled EUR 13.6 mil-
lion. The largest provisions had to do with the future landscaping
of the dumping area connected to the Pori site, and the recondi-
tioning of the sediment of a lake adjacent to the Vaasa plant. The
reconditioning of the sold waste disposal area at the Kokkola site,
for which a provision was made earlier, has now been completed.

Emissions allowances

The Group holds assigned emissions allowances under the EU
Emissions Trading System at one site in Sweden. In net volumes,
these allowances at Group level showed a surplus of 4,769 carbon
dioxide tons in 2007.

12 month commercial flow forecast

EUR million usb SEK PLN NOK CAD  Others
Net flow 471 14.2 10.6 13.7 12.9 9.4
Hedging 37.1 14.1 53 3.9 5.1 2.5
Exposure after

hedging 10.0 0.1 5.3 9.8 7.8 6.9
Hedge ratio 79%  99%  50%  28%  40% 27%

At the turn of 2007/2008, the foreign currency operative cash flow
forecast for 2008 was EUR 107.9 million, 63% of which was hedged
(the hedge ratio in 2006 was 46%). The hedge ratio is monitored
daily. In hedging the total cash flow risk, a neutral level is achieved
when 50% of the forecast net foreign currency cash flow is hedged.
A minimum of 30% and a maximum of 100% of the forecast flow
must always be hedged. A 10% fall in foreign exchange rates
against the euro, based on the exchange rates quoted on the bal-
ance sheet date, and without hedging would reduce earnings by
about EUR 6.3 million (2006: 6.1 million). Foreign exchange risk is
also derived from the translation of income statement and balance
sheet items into euros.

In hedging the net investment in its units abroad, Kemira moni-
tors the equity ratio. In accordance with the Group’s policy, Kemira
must take equity hedging measures if a change of +/-5.0% in for-
eign exchange rates causes a change of more than 1.5 percentage
points in the equity ratio.

The largest equity amounts of Group companies are denominated
in Swedish krona, US dollars and Polish zlotys. The objective is to
hedge the balance sheet risk by maintaining a balance between for-
eign currency denominated liabilities and assets, currency by currency.
Kemira hedges foreign currency equity items with long-term loans.

On the balance sheet date, part of the equity denominated in the
Swedish krona, the US dollar and the British pound was hedged with
long term loans. At the end of 2007, the nominal amount of hedges
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of net investments in foreign operations totaled EUR 1371.2 million
(2006: EUR 186.6 million). All in all, these transactions correspond
to an 18% hedge ratio (2006: 27%). At the end of 2007, EUR 0O
million (2006: 17.4 million) in net investments in foreign entities
was hedged with forward contracts and EUR 131.2 million with
long-term loans (2006: 169.2 million).

Interest rate risk

Interest rate risk is associated with the Group’s loan portfolio
management. In accordance with the treasury policy, the bench-
mark of the Group’s interest rate risk is the duration of the loan
portfolio, which must be in the range of 6-24 months. The Group
may borrow by way of either fixed or floating rate instruments
and use both interest rate swaps and interest rate options as well
as forward rate agreements and interest rate futures, in order to
meet the goal set under the related policy.

The duration of the Group’s interest-bearing loan portfolio was
13 months at the end of 2007 (2006: 16 months). Excluding interest
rate derivatives, the duration is 8 months (2006: 10 months). At the
end of 2007, 23% of the Group’s entire net debt portfolio, including
derivatives and pension loans, consisted of fixed-interest borrow-
ings (2006: 29%). Pension loans are classified as fixed rate loans.

The average interest rate of the Group’s loan portfolio stands at
around 5.2% (2006: 4.9%). This figure is attained by dividing yearly
net interest and other financing expenses excluding exchange rate
differences and dividends by the average interest bearing net debt
figure for the corresponding period. The most significant impact on
the average interest rate arises from variation in the interest rate
levels of the euro, the US dollar and the Swedish krona.

Fixed-interest financial assets and liabilities are exposed to price
risks arising from changes in interest rates. Floating rate financial
assets and liabilities, whose interest rate changes alongside market
interest rates are exposed to cash flow risks due to interest rates. In-
vestments in equity instruments do not have interest rate exposure.

The table below shows the time to interest rate fixing of the
loan portfolio.

Time to interest rate fixing

EUR million <1year 1-5years >5 years Total
Floating net

liabilities 823 823
Fixed net liabilities 17 111 52 180
Total 840 111 52 1,003

The proportion of fixed-interest loans in the loan portfolio has been
increased by means of interest rate derivatives. As a consequence
of this treasury policy, the Group’s average interest rate is generally
higher than short-term market interest rates when low rates pre-
vail and, on the other hand, lower than market interest rates when
high rates prevail. If interest rates rose by one percentage point

on January 1, 2008, the resulting interest expenses incurred by the
Group over the next 12 months would increase by about EUR 5.8
million (2006: 4.8 million). During 2008, Kemira will re-price 84%
(2006: 74%) of the Group's net debt portfolio, including derivatives.
The Group’s average interest rate maturity is 13 months (2006: 17
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months). Kemira will price floating rate instruments when the next
interest rate review is conducted, and the interest rate maturity for
fixed-interest instruments is the same as their remaining maturity.
On the balance sheet date, the Group had outstanding interest

rate derivatives of a market value of EUR 2.4 million (2006: 4.7
million). Some of the interest rate swaps are used to hedge the
Group’s loan portfolio, and they are accounted for in accordance
with the principles of hedge accounting set out in IAS 39. The mar-
ket value of the interest rate swaps designated as cash flow hedge
accounting instruments had a market value of 2.0 million at the
end of 2007 (2006: 4.2 million). The Group’s accounting policies
section describes the Group policy regarding hedge accounting.

Price risk

The price of electricity varies greatly according to the market situ-
ation. Kemira Group takes hedging measures with respect to its
electricity purchases in order to even out raw material costs. In
line with its hedging policy, the Group hedges its existing sales
agreements in such a way that the hedges cover the commit-
ments made, primarily using electricity forwards on the power ex-
change as hedging instruments. Currency and regional price risks
connected with hedges are fully hedged by making agreements in
HELEUR amounts. Electricity derivatives are treated in accordance
with cash flow hedge accounting, as discussed above. The forecast
physical deliveries of the underlying asset, or purchases, are not
recorded until the delivery period. If the price of electricity were
not hedged and if changes occurred in production volumes or the
cost structure, a change of one euro in the market price per mega-
watt hour would affect profit before tax by EUR 2 million within
the Group (2006: EUR 3 million).

The annual price trend of propane is highly cyclical and, on av-
erage, predictable. The long-term market trend has prompted the
hedging of propane purchases in order to promote stability and
predictability in production costs. In hedging its propane purchases,
Kemira uses propane forwards, which are treated in accordance
with cash flow hedge accounting in @ manner similar to that of
electricity cash flow hedges. At the turn of the year 2007/2008 no
propane forwards were outstanding.

Credit risk

The Group's treasury policy defines the credit rating requirements
for counterparties to investment activities and derivative agree-
ments as well as the related investment policy. The Group seeks
to minimize its counterparty risk by dealing solely with counter-
parties which are financial institutions with a good credit rating as
well as by spreading agreements among them.

Group Treasury approves the new banking relationships of
subsidiaries. At present, there are 14 approved financial institution
counterparties, all of which have a credit rating of at least A, based
on Standard & Poor’s credit rating information. A counterparty
with a credit rating below A or an unrated counterparty requires
the separate approval of the Board of Directors. The maximum risk
assignable to the Group’s financial institution counterparties on the
balance sheet date amounted to EUR 20.3 million on the balance
sheet date (2006: 40.2 million). Kemira monitors its counterparty



risk on @ monthly basis by defining the maximum risk associated
with each counterparty, based on the market value of receivables.
For each financial institution, Kemira has defined an approved limit.
Credit risks associated with financing did not result in credit losses
during the financial year.

The counterparty risk in treasury operations is due to the fact that
3 contractual party to a financing transaction is not necessarily able
to fulfill its contractual obligations. Risks are mainly related to invest-
ment activities and the counterparty risks associated with derivative
contracts. Group Treasury may invest a maximum of EUR 150 mil-
lion in liquid assets in the commercial papers of Finnish companies.
The maximum investment in a single company totals EUR 30 million
for a period of up to six months. The Group’s credit risk equals the
amount of its financial receivables on December 31, 2007.

Kemira sells its products only to companies whose credit
information does not indicate payment irreqularities. The Group
does not have any significant credit risk concentrations because of
its extensive customer base spread across the world. Credit limits
apply to most customers and are monitored systematically. Some
customers are insured through credit insurance taken out by each
business unit. In addition, documentary payments are in use, such
as letters of credit. The age distribution of trade receivables out-
standing at the end of 2007 is shown in the table below.

The ageing of trade receivables

ing credit facility was EUR 583.3 million (2006: 566.8 million).
The Group diversifies its refinancing risk by raising financing
from various sources in different markets. The Group has bank
loans, pension loans, insurance company loans as well as short-
term domestic and foreign commercial paper programs, with the
objective of balancing the maturity schedule of the loan portfolio
and maintaining a sufficiently long maturity for long-term loans.
The Group has a EUR 600 million domestic commercial paper
program enabling it to issue commercial papers with a maximum
maturity of one year. In addition, it has concluded a five-year
revolving credit agreement for a nominal amount of EUR 750 mil-
lion. At the turn of the year 2007/2008, EUR 166.7 million of this
revolving credit facility was in use (2006: 183.2 million).

Capital structure management

The Group’s long-term objective is to maintain the gearing ratio in
the range of 40 to 80 per cent. To calculate the gearing ratio, inter-
est-bearing net liabilities (interest-bearing liabilities less cash and
cash equivalents) are divided by shareholders” equity.

Besides gearing, the revolving credit facility and certain other bi-
lateral loan agreements contain a covenant according to which the
Company represents and warrants that its financial standing will
remain such that the consolidated shareholders” equity is always at
least 25 per cent of the consolidated total assets (equity ratio).

The Board of Directors will propose a per-share dividend of

EUR million 2007 2006  EUR 0.50 for 2007, corresponding to a dividend payout ratio of 95%.
Without the one time write-off of 47 million euros, the dividend pay-
Undue trade receivables 308,7 3641  outratiois 57%. The long-term objective is to distribute 40 to 60 per
Trade receivables 1-90 days overdue 82.4 604  centof the net operating income in dividends to the shareholders.
Trade receivables more than 91 days overdue 22.0 11.5
Total 4131 436.0 EUR million 2007 2006
mﬁli;n?r]eggl(gyé; of trade receivables amounted to EUR 2.2 million (EUR 2.3 Interest-bearing liabilities 1,056.1 903.6
Cash and cash equivalents 52.6 76.1
Interest-bearing net liabilities 1,003.4 827.5
Liquidity risk Equity 1,087.3 1,082.5
In order to safequard its liquidity, the Group uses account over- Total assets 2,.827.9 2769.4
drafts, money market investments and a revolving credit facility.
The Group’s cash and cash equivalents at the end of 2007 stood at ;
EUR 52.6 million (2006: 76.2 million), of which short-term invest- Gea.rlng - 2% /6%
. - Equity ratio 39% 39%
ments accounted for EUR 21.4 million (2006: 35 million) and bank
deposits EUR 31.2 million (2006: 41.1 million). The unused revolv-
Money market, investments, cash and other receivables 2007 2006
EUR million Book value Fair value Book value Fair value
Cash and cash equivalents 31.2 31.2 411 411
Money market investments - cash equivalents
—current 15.0 15.0 35.0 355
- non-current 6.4 6.6 2.4 2.4
Total 52.6 52.8 78.6 79.0

The fair value of current receivables has been calculated by discounting the book value at an effective interest rate of 4.0%-4.6% (3.8%-4.0% in 2006). The
fair value of non-current receivables is based on market prices, the effective interest rate of which varied in the range of 0.0%-4.7% (0.0%-4.2 % in 2006).
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Non-current interest-bearing loans and the amortizations of non-current interest-bearing loans

Dec. 31, 2007

Fair Book Maturity
Currency value value 2008 2009 2010 2011 2012 2013~
EUR 284.1 286.1 157.4 6.8 3.1 1.6 17.2 100.0
SEK 82.7 81.8 0.2 - 42.4 39.3 - -
usb 261.8 256.8 381 9.3 9.2 8.8 55.0 136.4
Other 23.9 23.5 215 1.3 - - - 0.6
Total 652.5 648.2 217.2 17.4 54.7 49.7 72.2 237.0

Dec. 31, 2006

Fair Book Maturity
Currency value value 2007 2008 2009 2010 2011 2012~
EUR 279.9 279.0 143.7 18.1 5.8 4.3 19.3 87.8
SEK 87.0 86.3 0.9 0.2 - 44.3 40.9 -
usD 214.9 210.7 42.7 0.2 10.3 35.0 22.3 100.2
Other 37.5 37.4 34.5 2.0 0.1 0.1 0.1 0.6
Total 619.3 613.4 221.8 20.5 16.2 83.7 82.6 188.6

Effective interest rate varied in the range of 0.0%~-12.0% (0.0%-12.0% in 2006). Figures include the amortizations planned for 2008 excluding commer-
cial papers, finance lease liabilities and other current loans.

Cash flow from all financial liabilities

Dec. 31, 2007

Maturity
Loan type Drawn Undrawn 2008 2009 2010 2011 2012 2013-
Loans from financial institutions 481.5 - 50.4 17.4 54.7 49.8 72.2 237.0
financial expenses 24.6 22.0 211 18.3 15.8 121
Revolving credit facility 166.7 583.3 166.7 - - - - -
financial expenses 8.3 - - - - -
Finance lease liabilities 4.3 - 43 - - - - -
financial expenses 0.5 - - - - -
Commercial paper programme 385.9 214.1 385.9 - - - - -
financial expenses 18.1 - - - - -
Other non-current i-b loans 17.7 - 17.7 - - - - -
financial expenses 0.7 - - - - -
Interest bearing loans 1,056.1 797.4 677.2 39.4 75.8 68.1 88.0 2491
Trade payables 229.2 = 229.2 - - - - -
Derivative liabilities 7.7 - 6.3 13 0.1 - - -
Derivative assets -25.6 = -21.4 -1.9 -0.6 -1.5 -0.2 -
Trade payables and derivatives 211.3 - 2141 -0.6 -0.5 -1.5 -0.2 -
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EUR million

Cash flow from financial liabilities

Dec. 31, 2006
Maturity

Loan type Drawn Undrawn 2007 2008 2009 2010 2011 2012-
Loans from financial institutions 430.2 - 38.6 20.5 16.2 83.7 82.6 188.6
financial expenses 22.0 20.0 19.0 18.2 13.9 9.6
Revolving credit facility 183.2 566.8 183.2 - - - - -
financial expenses 8.1 - - - - -
Finance lease liabilities 3.0 - 3.0 - - - - -
financial expenses 0.3 - - - - -
Commercial paper programme 272.0 328.0 272.0 - - - - -
financial expenses 12.8 - - - - -
Other non-current i-b loans 15.2 - 15.2 - - - - -
financial expenses 0.6 - - - - -
Interest bearing loans 903.6 894.8 555.8 40.5 35.2 101.9 96.5 198.2
Trade payables 278.6 - 278.6 - - - - -
Derivative liabilities 1.6 - 1.4 0.1 0.1 - - -
Derivative assets -30.5 - -17.6 -10.6 -0.6 -1.5 -0.2 -
Trade payables and derivatives 249.7 - 262.4 -10.5 -0.5 -1.5 -0.2 -
34. ASSOCIATED COMPANIES Group holding,
%
Aluminium Sulphate Co. of Egypt S.A.E. Cairo Egypt 26.1
BNH Nya Hembutikerna AB Stockholm Sweden 451
Ekomuovi Oy Lahti Finland 22.4
FC Energia Oy lkaalinen Finland 34.0
FC Power Oy lkaalinen Finland 34.0
Galvatek Technology Oy Lahti Finland 39.9
Haapaveden Puhdistamo Oy Haapavesi Finland 40.5
Haapaveden Ymparistopalvelut Oy Haapavesi Finland 40.5
Honkalahden Teollisuuslaituri Oy Joutseno Finland 50.0
KemMagq JV Rowley United States 50.0
Kemwater Phil., Corp. Manila Philippines 40.0
Summarised financial information of associates (companies’ total amounts) 2007 2006
Assets 29.2 137.4
Liabilities 21.5 103.0
Revenue 22.7 89.7
Net profit for the period 3.0 -39

The following transactions took place with associated companies:
Sale of goods 24.6 32.4
Total sales 24.6 32.4
Purchase of goods 23.9 28.4
Total purchases 23.9 28.4

No services were sold to associates in 2007, nor were any services acquired from associates.

Receivables from associates in 2007 were EUR 3.9 million and liabilities for associates were EUR 3.6 million.
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35. JOINT VENTURES

The Group’s joint ventures on December 31, 2007 are OO0 Sto-
Tikkurila and Alcro Parti AB. Kemira-Ube Ltd. was sold in 2007. The
Group has a 50% voting right in joint ventures. The consolidated

financial statements include shares of the joint ventures” assets,

liabilities, income and expenses as follows:

2007 2006
Non-current assets 0.5 4.4
Current assets 1.4 6.1
Total assets 1.9 10.5
Non-current liabilities 1.1 0.7
Current liabilities 0.5 43
Total liabilities 1.6 5.0
Revenue 14.0 19.9
Costs -12.9 -17.5
Depreciation -0.5 -1.4
Income taxes -0.4 -0.4
Net profit for the period 0.2 0.6

36. CHANGES IN GROUP STRUCTURE IN 2007

Acquired Group companies and founded subsidiaries

- Kemira established a new company, Kemira Water Solutions Brazil
Ltda in Brazil in December 2006.

- Kemira established a new company, Kemira Polymers Manufactur-
ing B.V. in the Netherlands in January.

- Kemira acquired in April TRI-K Industries, Inc. The transaction also
included Maybrook, Inc, a wholly owned subsidiary of TRI-K.

- Kemira acquired Sustainable Nutrition B.V. in the Netherlands in
March.

- Tikkurila acquired 70% of Dickursby Holding AB, OO0 Gamma In-
dustrial Coatings and 00O Tikkurila Powder Coatings in April.

- Tikkurila established a new company, Tikkurila (Beijing) Paints Co.
Ltd, in China in April.

- Kemira acquired all shares of Empresa Lajeana Ltda and Arapoti
Saneamento Ltda in April.

- Kemira acquired 80% of the shares in the company Chongging
Lanjie Tap Water Materials Co. Ltd, in April. The new name of the
company will be Kemira Water Solutions (Chongging) Co. Ltd.

- Kemira established a new company, Kemira Hong Kong Company
Limited, in China in April.

- Kemira established a new company, Kemipol-Ukraina Ltd, in Ukraine
in june.

- Kemira established a new company, PT Kemira Indonesia, in Indo-
nesia in October.

- TOV Tikkurila founded a new subsidiary, Isanta LLC, in Ukraine in
November.

- Kemira acquired a new company, Corporacion Kemira Chemicals de
Venezuela, C.A., in November.
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Divested and liquidated Group companies
- Alcro-Beckers AB sold Farg AB Gamol in January.

- Kemira Kimya Sanayi ve Ticaret A.S. was sold in January.

- Imagica Limited was liquidated in March.

- Alcro-Beckers AB sold Holmbergs Farg | Skovde AB in March.

- Kemira sold OnePoint Oy in March.
- Clearway LLC was dissolved in March.

- ParconGroup companies Roma 8660 Skanderborg A/S, Gropa A/S
and Storage and Production System A/S were merged to Kemira

Miljo A/S in April. After that the company was renamed Kemira

Water Danmark A/S.

- Sustainable Nutrition B.V. was merged to Kemira ChemSolutions B.V.

and Kemira Kemax B.V. to Kemira Chemicals B.V. in May.

- Kemira Chemie GmbH was merged to Kemira PPC Germany GmbH

in September.

- Kemira Chemicals Korea Corporation was liquidated in September.

- Alcro-Beckers AB sold Scanspac Holding Il AB in September.

- ZAO0 Kemira-Novo was liquidated in September.

— Kemira Paper Chemicals Oy was liquidated in November.

- Kemira (U.K.) Ltd was dissolved in November.

- Kemira-Ube Ltd was sold in November.

- Kemira Water Chemicals, Inc. was merged to Kemira Water Solu-

tions Inc. in December.



EUR million

Changes in holdings in Group companies within the Group

- Kemira Oyj’s ownership in Kemira Water Solutions Brasil Ltda
increased from 80% to nearly 100% and Kemira Kemi AB’s owner-
ship decreased from 20% to less than 1% in May.

- Kemira Oyj bought the shares of Kemira Asia Pacific Pte Ltd from
Kemira Pigments Oy in August.

Name changes
Old Name

- Kemira Oyj purchased the shares of Kemira Service Partner AB from
Kemira Kemi AB in September.

- Industry Park of Sweden AB (Kemira Service Partner AB) purchased
the shares of Industry Park | Helsingborg Forvaltning AB (Akvab AB)
from Kemira Kemi AB in September.

- Industry Park i Helsingborg Forvaltning AB purchased the shares of
Kemira Kopparverket KB from Kemira Kemi AB in September.

New name

Kemira Miljo A/S

Kemira Water Danmark A/S

Kemira Pigments Latin America Comercial Limitada

Kemira Chile Comercial Limitada

Kemira PPC Germany GmbH

Kemira Germany GmbH

TBD S.A. Tikkurila Polska S.A.
Kemira Service Partner AB Industry Park of Sweden AB
Akvab AB Industry Park i Helsingborg Forvaltning AB

ZAO Finncolor

000 Tikkurila

7A0 Tikkurila Coatings

00O Tikkurila Coatings

37. NON-CURRENT ASSETS HELD FOR SALE AND DIRECTLY ASSOCIATED LIABILITIES

In connection with the strategic review process, it was decided to
classify the assets and liabilities of strategic business unit Chemi-
det as assets held for sale. The strategic business unit belongs to
Kemira Specialty Business Area. There are negotiations on going
for its disposal. The loss recognised in the income statement
amounts to EUR 9.2 million.

The non-current assets held for sale includes also a land area
in Porkkala, Finland. The sale contract was signed in 2007 but the
ownership of the land will transfer in 2008.
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Notes to consolidated financial statements

EUR million
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38. YEAR 2006 ERROR CORRECTION

An error was discovered related to the financial statements of this, the provision was reported EUR 8 million too low. This has
2006 and has been corrected retrospectively according to IAS 8. been corrected to the fourth quarter result of 2006. The income
The error was related to the calculation of the provision made for statement of full year 2006 and the balance sheet at December
the closure of the Water Soluble business unit and, as a result of 31, 2006 were changed as follows:

INCOME STATEMENT

Reported 2006

Corrected 2006

Revenue 2,522.5 2,522.5
Other income from operations 59,2 59,2
Expenses -2,256,5 -2,264,5
Depreciation -123,5 -123,5
Operating profit 201.7 193.7
Financial income and expenses -37,2 -37,2
Share of profit or loss of associates -2,3 -2,3
Profit before tax 162.2 154.2
Income tax -42,0 -42,0
Net profit for the period 120.2 112.2
Attributable to:
Equity holders of the parent 116,6 108,6
Minority interest 3,6 3,6
Net profit for the period 120.2 112.2
KEY FIGURES
Earnings per share, basic and diluted, EUR 0.96 0.90
Reported Corrected
BALANCE SHEET 31.12.2006 31.12.2006
EQUITY AND LIABILITIES
Equity attributable to equity holders of the parent 1,077.9 1,069.9
Total equity 1,090.5 1,082.5
Provisions 55.3 63.3
Total non-current liabilities 623.1 631.1

39. EVENTS AFTER THE BALANCE SHEET DATE

The Group has no significant events after the balance sheet date.
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Kemira Oyj Income statement (FAS)

EUR million

1.1.-31.12.2007 1.1.-31.12.2006
Revenue 279.7 266.1
Change in inventories of finished goods 2.4 -2.0
Oown work capitalised 1.9 1.5
Other operating income 30.5 15.5
Materials and services -139.0 -125.6
Personnel expenses -68.7 -74.0
Depreciation -36.4 -19.2
Other operating expenses -92.7 -115.4
Operating loss -22.3 -53.1
Financial income and expenses -28.9 3.8
Loss / profit before extraordinary items -51.2 -49.3
Extraordinary items 48.7 52.0
Loss / profit before appropriations and taxes -2.5 2.7
Appropriations 1.3 1.3
Income tax 3.9 -8.9
Net loss / profit for the period 2.7 4.9

The Annual Report contains the Parent Company’s financial statements in summary. Kemira has sent a copy of the full official financial statements to the
Trade Registery. The official financial statements are also available on Kemira’s internet pages.
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Kemira Oyj Balance sheet (FAS)

EUR million
31.12.2007 31.12.2006

ASSETS
Non-current assets
Intangible assets 26.9 23.8
Property, plant and equipment 113.2 106.9
Investments

Holdings in subsidiaries 1,421.0 928.0

Holdings in associates 1.0 3.9

Other shares and holdings 21.1 12.9
Total investments 1,443.1 944.8
Total non-current assets 1,583.2 1,075.5
Current assets
Inventories 19.5 15.1
Non-current receivables 323.4 452.8
Current receivables 204.8 499.7
Money market investments - cash equivalents 4.7 18.2
Cash and cash equivalents 4.6 40.8
Total current assets 557.0 1,026.6
Total assets 2,140.2 2,102.1
EQUITY AND LIABILITIES
Equity
Share capital 221.8 2216
Capital paid-in in excess of par value 257.9 257.9
Retained earnings 204.5 266.8
Net profit for the period 2.7 -4.9
Total equity 686.9 741.4
Appropriations 421 433
Obligatory provisions 11.1 54.2
Liabilities
Non-current liabilities 389.3 4243
Current liabilities 1,010.8 838.9
Total liabilities 1,400.1 1,263.2
Total equity and liabilities 2,140.2 2,102.1
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Kemira Oyj Cash flow statement (FAS)
EUR million

2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES
Operating result -22.3 -53.1
Adjustments to operating result -6.6 -4.9
Depreciation 36.4 19.2
Interest received 44.6 42.0
Interest paid -68.3 -44.1
Dividend received 9.2 5.4
Other financial items =775 5.5
Income taxes paid -2.6 -15.9
Total funds from operations -87.1 -45.9
Change in net working capital
Change in inventories =51l 2.6
Change in current receivables -0.9 -0.5
Change in interest-free current liabilities =19!9 23.5
Change in net working capital, total -25.9 25.6
Total cash flows from operations -113.0 -20.3
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of subsidiaries -497.7 -69.9
Purchase of other shares -8.2 -1.0
Purchase of other plant, property and equipment -46.2 -29.4
Proceeds from sale of subsidiaries 1.3 26.0
Proceeds from sale of other shares 6.1 -
Proceeds from sale of other plant, property and equipment 3.6 3.0
Total capital expenditure -541.1 713
Cash flow before financing -654.1 -91.6
CASH FLOWS FROM FINANCING ACTIVITIES
Change in non-current loans (increase +, decrease -) 29.5 181.1
Change in non-current loan receivables (decrease +, increase -) 263.2 -7.5
Short-term financing, net (increase +, decrease -) 316.8 -40.5
Increase in shareholdes” equity 0.2 0.4
Group contribution received 52.0 46.7
Dividends paid -58.2 -43.6
Other 0.9 3.5
Net cash used in financing activities 604.4 140.1
Net change in cash and cash equivalents -49.7 48.5
Cash and cash equivalents at end of year 9.3 59.0
Cash and cash equivalents at beginning of year 59.0 10.5
Net change in cash and cash equivalents -49.7 48.5
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Kemira Oyj Statement of changes in equity (FAS)

EUR million
31.12.2007 31.12.2006
Share capital at Jan. 1 221.6 2213
Increase (options) 0.2 0.3
Share capital at Dec. 31 221.8 221.6
Capital paid-in in excess of par value at Jan. 1 257.9 257.8
Increase (options) - 0.1
Capital paid-in in excess of par value at Dec. 31 257.9 257.9
Retained earnings at Jan. 1 261.9 309.7
Net profit for the period 2.7 -4.9
Dividends paid -58.2 -43.6
Share-based incentive plan; shares given 0.8 0.7
Retained earnings and net profit for the year at Dec. 31 207.2 261.9
Total equity at Dec. 31 686.9 741.4

The company owns 3,854,465 treasury shares, the nominal value of which totals EUR 6.8 million and the acquisition costs of which total EUR 26.0 million.

Change in treasury shares EUR Million shares
Acquisition value/share Jan. 1 26.8 3,979,670
Change -0.8 -125,205
Acquisition value/share Dec. 31 26.0 3,854,465
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Shares and shareholders

Shares and share capital
On December 31, 2007, Kemira Oyj’s share capital totaled EUR 221.8
million and the number of outstanding shares was 125,045,000. Each
share entitles its holder to one vote at the shareholders” meeting.
During the year, the Company increased its share capital twice
based on subscriptions made under the 2007 stock option program.
As a result, the number of outstanding shares increased by 77,389
new shares and the share capital by EUR 0.1 million. Kemira Oyj
shares are registered in the book-entry system.

Shareholders

On December 31, 2007, Kemira Oyj had 16,723 registered sharehold-
ers. At the end of 2007, Kemira held 3,854,465 million treasury shares,
representing 3.1% of all outstanding company shares.

On August 29, 2007, the Finnish State sold 40,097,420 Kemira
Oyj shares to Finnish investors. These shares rep-resented 32.1% of
Kemira Oyj's outstanding shares. As a result of the transaction, the
Finnish State’s shareholding and voting rights in Kemira Oyj fell to
16.52%. The Finnish State notified that the sold shares were distrib-
uted among buyers as follows:

— Oras Invest Oy 15.60%

~ Jari, Jukka and Pekka Paasikivi 1.50% (0.50% each)
- Varma Mutual Pension Insurance Company 8.00%

~ llmarinen Mutual Pension Insurance Company 3.60%
- Suomi Mutual Life Assurance Company 1.92%

- Sampo Life Insurance Company 1.45%

Following the transaction, Oras Invest Oy and the companies
owned by its owner, the Paasikivi family, became the largest indi-
vidual shareholder.

In December 2007, the Finnish Parliament passed a new law
regarding the State’s ownership of enterprises and ow-nership steer-
ing, under which the Finnish Government is entitled to sell all Kemira

shares in the State’s holding wit-hout a specific decision by Parliament.

Listing and share trading

Listed on the OMX Nordic Exchange in Helsinki, Kemira Oyj’s share
closed at EUR 14.40, down by 15% year on year. The highest quota-
tion was EUR 19.20 and the lowest EUR 13.11, while the share price
averaged EUR 16.42.

In 2007, Kemira Oyj’s share trading volume on the stock exchange
totaled 151.6 million and was valued at EUR 2,492.9 million. The
company’s market capitalization, excluding treasury shares, was EUR
1,745.1 million at the year-end.

Dividend policy

Kemira aims to distribute a dividend that accounts for 40-60% of its
operative net income. The company’s Board of Directors will propose
to the Annual General Meeting that a per-share dividend of EUR 0,50
be paid for the financial year 2007, accounting for a dividend payout
of 95% of reported net income and 57% of net income excluding
write-downs.

Board authorizations

The Annual General Meeting on April 16, 2007 authorized the Board to
decide to issue a maximum of 12,500,000 new shares and/or transfer
a maximum of 3,848,877 treasury shares held by the company either
against payment or, as part of the implementation of the Company’s
share-based incentive plan, without payment (“Share issue authori-
zati-on”). The new shares may be issued and the treasury shares may
be transferred to the Company’s shareholders in proportion to their
current shareholdings in the Company, or through a private placement
if the Company has signifi-cant financial reasons for doing so, such

as financing or implementing mergers and acquisitions, developing

its capital structure, improving the liquidity of the Company’s shares
or if the share issue is justified for the purpose of implemen-ting the
Company’s share-based incentive plan. The private placement may be
carried out without payment only in connection with the implementa-
tion of the Company’s share-based incentive plan. The subscription
price of new sha-res and the amount payable for treasury shares shall
be recognized under unrestricted equity. The share issue autho-riza-
tion will remain valid until the end of the next Annual General Meet-
ing, March 19, 2008.

Management incentive plan
Kemira currently has a share-based incentive plan in use. The stock
option program launched in 2001 ended during 2007.

Management share-based incentive plan

Since 2004, Kemira has had a share-based incentive plan in use. The
share-based incentive plan designed for key employees is part of
the Group’s incentive and commitment schemes. This plan aims at
aligning the goals of the Group’s shareholders and key executives in
order to increase the Company’s value, motivate key executives and
provide them with competitive, shareholding-based incentives.

In 2006, Kemira Oyj’s Board of Directors decided to introduce the
current share-based incentive plan, which is divided into three one-
year performance periods: 2007, 2008 and 2009. Any bonuses earned
are to be paid out by the end of April in the year following the per-
formance period. Payment of bonuses depends on the achievement
of the set financial targets, which for 2007 are gauged on the basis of
earnings per share and the return on capital employed. Any bonuses
will be paid as a combination of Kemira shares and cash payments.

Any shares earned through the plan must be held for a minimum
of two years following the date of each payment. The employee
must return the shares to the Company without payment if his/her
employment or service with the Company is terminated of his/her
own accord or by the Company within two years of the payment. In
addition, the President and CEO and Management Board members
must retain shares obtained through the scheme at least to the value
of their gross annual salary for as long as they remain in the Compa-
ny’s employment. On December 31, 2007, a total of 94 key employ-
ees were involved in the share-based incentive plan. The maximum
number of Kemira Oyj shares transferable under the incentive plan
comes to around 774,000.

The shares transferable under the plan comprise treasury shares or
Kemira Oyj shares available in public trading.
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Shares and shareholders
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Stock option program 2001

The Annual General Meeting on April 3, 2001, decided on a stock
option program whereby members of the Company’s management
were entitled to receive stock options conferring the right to subscribe
for a maximum of 2,850,000 Kemira Oyj shares between May 2, 2004
and May 31, 2007. The commencement of the subscription period
was conditional and tied to Kemira’s consolidated earnings per share
after financial items and before taxes and extraordinary items, as well
as to Kemira Oyj's share price performance in relation to a comparison
index.

The 2001 stock option program ended in May 2007. On the basis
of the stock option program, a total of 2,685,000 new Kemira shares
were entered in the Trade Register, 77,389 of which were subscribed
for in 2007.

Management shareholding

The members of the Board of Directors as well as the President and
CEO and his Deputy held 727,562 Kemira Qyj shares on December 31,
2007, or 0.58% (0.10%) of all outstanding shares and voting rights
(including treasury shares and shares held by related parties and con-
trolled corporations). Harri Kerminen, President and CEO as of January
1, 2008, held 17,167 shares on December 31, 2007. Board members
are not covered by the share-based incentive plan.

Insiders
Kemira Oyj complies with the insider quidelines issued by the OMX
Nordic Exchange, Helsinki. Kemira Oyj’s insiders subject to disclo-
sure requirements and Kemira’s permanent insiders may not trade
in Company shares during the 30 days preceding the release of the
Company’s interim report or financial statements bulletin.
Information on Kemira Oyj shares held by insiders subject to dis-
closure requirements is available for inspection within Finnish Central
Securities Depository Ltd’s SIRE system (address: Finnish Central Se-
curities Depository Ltd, Urho Kekkosen katu 5 C, Helsinki), the Central
Securities Depository’s NetSire service, and Kemira’s website.
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Shares and shareholders

Largest shareholders, December 31, 2007

Shareholder Number of shares % of shares and votes
1 Oras Invest Oy 20,706,174 16.56
2 Finnish State 20,656,500 16.52
3 Varma Mutual Pension Insurance Company 10,917,862 8.73
4 llmarinen Mutual Pension Insurance Company 7,357,796 5.88
5  Nordea Bank Finland 3,413,015 2.73
6 Suomi Mutual Life Insurance Company 2,436,595 1.95
7 Henki-Sampo Insurance 1,903,089 1.52
8  OP-Delta Investment Fund 1,200,000 0.96
9  The State Pension Fund 1,200,000 0.96
10 Tapiola Mutual Pension Insurance Company 1,186,500 0.95
11 ODIN Finland Investment Fund 685,561 0.55
12 Eldke-Fennia Mutual Pension Insurance Company 635,000 0.51
13 Finow Oy 625,225 0.50
14 Nextstone Oy 625,225 0.50
15  Wate Oy 625,225 0.50
16 OP-Suomi Arvo Investment Fund 585,000 0.47
17 Veritas Pension Insurance Company 550,000 0.44
18 Etera Mutual Pension Insurance Company 540,000 0.43
19 FIM Fenno Investment Fund 461,442 037
20 Kaleva Mutual Insurance Company 404,900 0.32

Kemira Oyj 3,854,465 3.08

Nominee-registered shares 21,234,222 16.98

Others, total 23,241,204 18.59

Total 125,045,000 100.00

Shareholding by number of shares held, December 31, 2007

Number of shares Number of shareholders % of shareholders Shares total % of shares and votes
1-100 3,298 19.72 223,108 0.18
107-500 7,319 43.77 2,072,058 1.66
501-1,000 3,176 18.99 2,514,491 2.01
1,001-5,000 2,414 14.44 4,970,131 3.98
5,007-10,000 231 1.38 1,726,285 1.38
10,001-50,000 198 1.18 4,203,569 3.36
50,001-100,000 34 0.20 2,411,627 1.93
100,001-500,000 31 0.19 6,466,672 5.17
500,001-1,000,000 9 0.05 5,649,718 4.52
1,000,001- 13 0.08 94,807,341 75.82
Total 16,723 100.00 125,045,000 100.00
Including

nominee-registered shares 11 21,234,222 16.98
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Board proposal for profit distribution

On December 31, 2007 Kemira Oyj’s distributable funds totaled The Board proposes to the Annual General meeting that distributable

EUR 207,238,295 of which net profit for the period accounted for funds be allocated as follows:

EUR 2,652,277. - Distributing a per-share dividend of EUR 0.50 for the financial year,
No material changes have taken place in the company’s financial or a total of EUR 60,595,268.

position after the balance sheet date. - Retaining EUR 146,643,027 under unrestricted equity

Helsinki, February 6, 2008

Pekka Paasikivi

Eija Malmivirta Elizabeth Armstrong
Ove Mattsson Juha Laaksonen
Markku Tapio Kaija Pehu-Lehtonen

Harri Kerminen
CEO



Auditors’ report

To the shareholders of Kemira Oyj
We have audited the accounting records, the report of the Board
of Directors, the financial statements and the administration of
Kemira Oyj for the period January 1 - December 31, 2007. The
Board of Directors and the President and CEO have prepared the
consolidated financial statements, prepared in accordance with
International Financial Reporting Standards as adopted by the EU,
containing the consolidated balance sheet, income statement,
cash flow statement, statement on the changes in equity and
notes to the financial statements, as well as the report of the
Board of Directors and the parent company’s financial statements,
prepared in accordance with prevailing regulations in Finland, con-
taining the parent company’s balance sheet, income statement,
cash flow statement and notes to the financial statements. Based
on our audit, we express an opinion on the consolidated financial
statements, as well as on the report of the Board of Directors, the
parent company’s financial statements and the administration.
We conducted our audit in accordance with Finnish Standards
on Auditing. Those standards require that we perform the audit
to obtain reasonable assurance about whether the report of the
Board of Directors and the financial statements are free of mate-
rial misstatement. An audit includes examining on a test basis
evidence supporting the amounts and disclosures in the report
and in the financial statements, assessing the accounting principles
used and significant estimates made by the management, as well
as evaluating the overall financial statement presentation. The pur-
pose of our audit of the administration is to examine whether the
members of the Board of Directors and the President and CEO of
the parent company have complied with the rules of the Limited
Liability Companies Act.

Consolidated financial statements

In our opinion the consolidated financial statements, prepared in
accordance with International Financial Reporting Standards as
adopted by the EU, give a true and fair view, as defined in those
standards and in the Finnish Accounting Act, of the consolidated
results of operations as well as of the financial position.

Parent company’s financial statements, report of the
Board of Directors and administration

In our opinion the parent company’s financial statements have
been prepared in accordance with the Finnish Accounting Act and
other applicable Finnish rules and regulations. The parent compa-
ny’s financial statements give a true and fair view of the parent
company’s result of operations and of the financial position.

In our opinion the report of the Board of Directors has been
prepared in accordance with the Finnish Accounting Act and other
applicable Finnish rules and reqgulations. The report of the Board
of Directors is consistent with the consolidated financial state-
ments and the parent company’s financial statements and gives a
true and fair view, as defined in the Finnish Accounting Act, of the
result of operations and of the financial position.

The consolidated financial statements and the parent compa-
ny’s financial statements can be adopted and the members of
the Board of Directors and the President and CEO of the parent
company can be discharged from liability for the period audited by
us. The proposal by the Board of Directors regarding the disposal
of distributable funds is in compliance with the Limited Liability
Companies Act.

Helsinki, February 6, 2008
KPMG OY AB
Pekka Pajamo
Authorized Public Accountant
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Quarterly earnings performance

EUR million

122

2007 2006 *
(Unaudited figures) 1-3 4-6 7-9 10-12 Total 1-3 4-6 7-9 10-12°* Total
Revenue
Kemira Pulp&Paper 2553 260.1 2531 249.8 1,018.3 209.5 2579 261.9 264.0 993.3
Kemira Water 170.0 185.1 187.4 188.0 730.5 92.3 1021 101.7 171.5 467.6
Kemira Specialty 103.5 110.6 109.8 102.0 425.9 118.6 107.6 112.8 117.2 456.2
Kemira Coatings 135.8 188.7 182.3 118.4 625.2 118.6 170.3 164.6 109.3 562.8
Other and intra-Group sales 8.7 8.5 -3.1 -3.8 10.3 13.9 9.6 11.6 7.5 42.6
Total 673.3 753.0 729.5 654.4 2,810.2 552.9 647.5 652.6 669.5 2,522.5
Operating profit
Kemira Pulp&Paper 23.0 23.4 23.6 -3.2 66.8 26.0 20.4 243 20.1 90.8
Kemira Water 11.9 13.0 14.9 5.2 45.0 6.4 9.6 9.0 10.3 353
Kemira Specialty 10.3 71 10.0 -13.9 13.5 11.3 11.7 11.7 11.1 45.8
Kemira Coatings 12.8 27.3 38.9 -5.9 731 9.6 25.0 39.0 -1.5 721
Other including eliminations -9.1 -13.2 -7.9 -25.1 -55.3 -7.8 -15.2 -8.9 -18.4 -50.3
Total 48.9 57.6 79.5 -42.9 143.1 45.5 51.5 75.1 21.6 193.7
Financial income and expenses, net -12.2 -12.6 -11.8 =153 -51.9 7.1 -5.8 -11.6 -12.7 -37.2
Share of profit or loss of associates 0.6 0.7 0.6 0.2 2.1 -0.9 -0.6 0.3 -1.1 23
Profit before tax 373 45.7 68.3 -58.0 93.3 37.5 451 63.8 7.8 154.2
Income tax -10.0 -12.4 -15.4 12.0 -25.8 -10.9 -13.1 -17.9 -0.1 -42.0
Net profit for the period 27.3 33.3 529 -46.0 67.5 26.6 32.0 459 7.7 112.2
Attributable to
Equity holders of the parent 26.4 32.3 51.8 -46.8 63.7 25.8 31.0 45.0 6.8 108.6
Minority interests 0.9 1.0 1.1 0.8 3.8 0.8 1.0 0.9 0.9 3.6
Net profit for the period 27.3 333 52.9 -46.0 67.5 26.6 320 459 77 1122
Earnings per share, diluted, EUR 0.22 0.27 0.43 -0.39 0.53 0.21 0.26 0.37 0.06 0.90
Capital employed, rolling 2,035.8 1,876.6
Return on capital employed (ROCE), % 7.1% 10.2%

“ Previous year 2006 error has been corrected.
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Information for investors

Basic share information

Trading code KRATV (OMX)
ISIN Code F10009004824
Listing date November 10, 1994
Number of shares, Dec. 31, 2007 125,045,000
Sector Materials
Industry group Materials
Industry Chemicals
Sub-industry Diversified chemicals

Financial reports
Kemira will publish the following financial reports for the financial year
2008 in Finnish and English:

April 29, 2008 Interim Report for January - March
July 30, 2008 Interim Report for January - June
October 29, 2008 Interim Report for January - September
February 2009 Financial Statements Bulletin
March 2009 Annual Report

Kemira publishes its Interim Reports, press releases and Annual Re-
ports on its website, www.kemira.com, on which visitors can register
to receive press releases by e-mail and order the company’s Annual
Reports. Annual Reports can also be ordered from Kemira Oyj, Group
Communications, tel. +358 10 8611.

Investor relations

The purpose of Kemira’s investor relations is to provide capital
markets with open and reliable information on the company and its
operating environment in order to give a factual view of Kemira as an
investment to those operating in the market. All parties in the market
must be equally and fairly informed and all relevant information must
be simultaneously and publicly available.

Kemira’s investor relations function is responsible for investor
relations and daily communications. The Group’s top management
is actively involved in investor relations and is reqularly available to
capital market representatives across the world.

The company observes a 30-day closed period before it publishes
its financial statements bulletin and interim reports, and during this
period Kemira's management is not available for meetings with capi-
tal market representatives.

Investment analysis
At the least the following banks and brokerage firms have prepared
an investment analysis of Kemira in 2007.

ABN Amro Glitnir

Carnegie Morgan Stanley
Crédit Agricole Cheuvreux Opstock
Deutsche Bank SEB Enskilda

eQ Bank Standard & Poor’s
Evli Bank Ohman

The contact information of equity analysts monitoring Kemira can
be found on the company’s website at www.kemira.com.

Monthly trading volume on the OMX
Nordic Exchange Helsinki 2003-2007
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Ownership Dec. 31, 2007

3.1%

8.8% 16.6%

16.5%
36.6%

18.4%

Oras Invest Oy

The Finnish State
International®

Other Finnish institutions
Households

Kemira

* Including nominee-registered institutions.

Investor Relations
Timo Leppd, Executive Vice President, Group Communications,
tel. +358 10 862 1700, e-mail timo.leppa@kemira.com

Andreas Langhoff, Investor Relations Manager,
tel. +358 10 862 1140, e-mail andreas.langhoff@kemira.com
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Annual General Meeting
Date: Wednesday, March 19, 2008, starting at 1:00pm
Venue: Marina Congress Center, Katajanokanlaituri 6, Helsinki.
Attendance is open to shareholders who have been entered in
Kemira Oyj’'s Shareholder Register, maintained by Finnish Central Secu-
rities Depository Ltd, by March 7, 2008.
Shareholders wishing to attend the meeting must give notification
of their intention to attend by 4:00pm Finnish time on March 14, 2008,
using one of the following means:
- On Kemira’s website at www.kemira.com/Group,
- By letter addressed to Kemira Oyj, Arja Korhonen, PO. Box 330,
FI-00101 Helsinki
- By fax +358 10 862 1780 or
- By telephone +358 10 862 1703 on weekdays between 9:00am
and noon and between 1:00 and 4:00pm.
Shareholders wishing to be represented by proxy are requested to
provide a Power of Attorney together with their notification.
Any shareholder has the right to submit an issue pertaining to
the Company’s industry and a statutory issue for discussion by the
shareholders’ meeting, if (s)he requests this in writing from the Board
of Directors well in advance, so that the issue can be incorporated into
the Notice of Meeting.
Kemira will release a stock exchange release on the Annual Gen-
eral Meeting’s decisions immediately after the meeting.

Dividend payments 2008

Dividend ex-date March 20, 2008
Dividend record date March 26, 2008
Dividend payout April 2, 2008

The Board of Directors proposes to the Annual General Meeting that a
per-share dividend of EUR 0.50 be paid for the financial year 2007.

Change of address

Kemira’s shareholders are kindly requested to report any change

of address to the bank or brokerage firm in which they have their
book-entry account. This will also update information in registers,
maintained by Finnish Central Securities Depository Ltd (APK), which
Kemira uses to send mail to its shareholders. Kemira may not change
its shareholders” address information and APK may update only infor-
mation regarding those holding their book-entry accounts within APK.
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Kemira

Major events

Kemira’s share price development in 2007

w//\—“"\m

S NPV

January-March 2007

January 11

Second phase of Cytec’s
water treatment business
acquisition by Kemira was
confirmed.

February 5
Kemira divested its last
fertilizer assets.

March 23
Kemira received EUR
578,480 from the Finnish

for sewage treatment in
St. Petersburg.

March 30

Kemira sold industrial
service company OnePoint
Oy to Kokkolan Voima.

Ministry of the Environment

April-June 2007

April 3
Kemira acquired TRI-K
Industries Inc.

April 5

Kemira established a sales
and marketing company
for pulp and paper
chemicals in

St. Petersburg.

April 23

Kemira’s acquisition of
Brazilian Dalquim’s water
treatment chemicals
business was confirmed.

April 27

Kemira acquired 80%
of Chongging Lanjie Tap
Water Materials’ shares.

May 22

Kemira established a sales
company for paints in
China.

May 31

Evaluation of the strategic
alternatives for business
units Pigments and
Chemidet started.

July-September 2007

July 3

Kemira invested into
production of feed and
food additives in China.

August 1

Kemira informed to invest
EUR 20 million to the
logistics and customer
service center for paints
in Moscow.

August 14

Based on the strategic
review of the Pigments
business unit Kemira
will remain the owner
of Pigments. Evaluation
process continues for
Chemidet business unit.

August 29

The Finnish State sold
32.1% of Kemira’s shares
to Finnish investors. After
this transaction Kemira’s
main shareholder is Oras
Invest group.

October-December 2007

October 1

Kemira agreed to acquire
water treatment chemicals
company Nheel Quimica
Ltda in Brazil.

October 4

EGM: Pekka Paasikivi
elected chairman of the
Board of Directors.

October 30

Harri Kerminen was
appointed new President
and CEO of Kemira Group as
of January 1, 2008.

November 2

New Asian Technology
Center for pulp and paper
industry was opened in
Shanghai.

December 3

Acquisition of Arkema’s
water treatment chemicals
business was confirmed.

December 19

Jyrki Maki-Kala was
appointed President

of Kemira Pulp&Paper
business area and member
of Kemira’s management
board as of January 1, 2008.

EUR

20

15

10



Kemira Oyj

Porkkalankatu 3
PO. BOX 330
FI-001071 Helsinki, Finland

Tel. +358 10 8611
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