Autoplastics

Sapa Autoplastics business area

Sapa Autoplastics develops and manu-
factures surface-coated injection-mold-
ed plastic components and systems for
the automotive industry, primarily pas-
senger cars and trucks in the European
market. The main focus is on exterior
products, such as bumper systems and
components and interior design fea-
tures. The business area also produces
interior panels and other trim parts.
Sapa’s customers are mainly manufac-
turers of premium automobiles with
strong brand names. The products are
delivered in short or medium-long runs.
Net sales in 2000 amounted to
MSEK 3,376, up 21 percent compared
with 1999. Operating profit totaled
MSEK 75, compared with MSEK 45 a
year earlier. During the year, the busi-
ness area’s earnings were charged with
the cost of start-ups at the new plants
in Belgium and Poland and restructur-
ing and closure costs at the plants in

Olofstrom and Kristinehamn, in Sweden.

The operating margin improved but
remained at an unsatisfactory level.

Expanding market

Demand for Autoplastic’s products is
correlated to its customers’ sales of
new passenger cars. In addition, the
proportion of plastic and plastic-based
components increases in parallel with
customers’ design and feature require-
ments.

Injection-molded plastic is also
used increasingly in heavy vehicles to
reduce overall weight and as part of
ongoing investments in design and
special features.

There are a number of clearly discernible
trends in the automotive sector that
could significantly affect the market for
Autoplastics. These include consolida-
tion, globalization and outsourcing. In re-
cent years, a large number of mergers
and alliances have occurred within the
passenger car sector, which places de-
mands on suppliers with regard to size,
delivery capability and geographical
coverage. Underlying the restructuring
that is taking place in the automotive
sector, there is a desire to reduce manu-
facturing costs by utilizing common plat-
forms for different models, meaning en-
gines, drivelines, gearboxes and other
components that are not linked to de-
sign, comfort and individual ride satis-
faction. Among other factors, this means
that suppliers must be financially sound,
possess the development capacity to
support their customers from concept to
finished product and be prepared to in-
vest in production capacity that is con-
nected to the plants where customers
assemble their vehicles.

Sapa Autoplastics is classified as a
first-tier supplier. This means that
goods and products are delivered di-
rectly to customer production plants
and full responsibility is assumed for
the systems. This means in turn that
Sapa purchases parts and components
used in the finished product from other
subcontractors and must meet the ac-
companying demands for logistics,
quality control and follow-up.

Global competitors

A few large suppliers with global cover-
age dominate the sector. There are also
several small and midsize producers
who hold relatively strong positions in
local and regional markets. Among the
larger are the American companies Del-
phi and Lear, both with annual sales of
more than SEK 100 billion.

Autoplastics’s strategy is to work
against a clearly defined market seg-
ment, namely premium cars.

Main competitors in the exterior
products area include Plastic Omnium
(France), Peguform (US) and Dynamit
Nobel (Germany). Within this area,
Sapa Autoplastics is one of the leading
companies in Europe.

On the interior components side,
Sapa is a much smaller player. The
leading suppliers in this area are Del-
phi, Lear, Johnson Controls and Vis-
teon.
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Net sales, MSEK 3,376
Operating profit, MSEK 75
Operating margin, % 2.2
Investments, MSEK 230
Average no. of employees 2,180

2,793
45
1.6

337

1,844

1 Excluding surplus funds from SPP of about MSEK 5.
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Few customers

Sapa Autoplastics has approximately
ten customers, all of them European
automotive producers. In 2000, Volvo
Car, Saab and Iveco jointly accounted
for more than half of the business
area’s net sales. Other major cus-
tomers include Opel/GM, Volvo Trucks
and Scania.

In order to meet its deliveries to
major customers, Sapa’s production is
integrated to varying degrees with the
customers’ own production lines. Sapa
has its own plants connected to the
Volvo factories in Gothenburg (Swe-
den) and Gent (Belgium). In 1999, a
new plant was put in operation in Gli-
wice (Poland), a facility that special-
izes in system deliveries to Opel's new
small car, the Aguila. In all, Sapa Auto-
plastics has 12 production plants in
seven countries throughout Europe.

Restructuring

Sapa Autoplastics has undergone sub-
stantial restructuring in recent years,
partly to aggressively develop its oper-
ations through investment and partly to
concentrate production to fewer but
more efficient units. In 1999, a major
step in this process was taken through
the merger of Norsk Hydro’s bumper
systems operations with Sapa.

During the most recent three-year
period, Sapa Autoplastics has invested
about MSEK 750 in new plants. The
largest projects were a new plant in
Belgium and another in Poland, plus
the expansion of the existing plant in
Arendal, Gothenburg. In addition, the
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business area has two other units that
will exclusively supply Iveco in ltaly and
Spain.

Stable customer relations

The business area’s operations are in-
trinsically based on stable, long-term
relations with customers.

Generally, a new car platform is
used as a base for several models and
makes and survives for about five to
seven years. During this period, car
manufacturers normally secure their
first-tier suppliers through far-reaching
agreements. The necessary invest-
ments are made in mutual agreements
reached between the customers and
suppliers.

Trends in 2000

Restructuring work continued during
2000 through the incorporation of the
operations acquired from Norsk Hydro.
In addition, the plants in Olofstrom and
Kristinehamn were closed down. Cer-
tain operations formerly conducted by
the Kristinehamn plant were trans-
ferred to Gothenburg. This concentra-
tion will generate cost savings in the
future.

Originally, the Gothenburg produc-
tion plant focused exclusively on deliv-
eries to the Volvo S80. The changes in
the Volvo program during the year re-
sulted in new demands being placed
on Sapa in regard to systems and
products for the Volvo V70 and Volvo
V70XC within the framework of an ex-
isting agreement. Despite a significant
increase in volumes, an unfavorable
product mix did not generate a corre-
sponding rise in earnings for the pro-
duction plant.

In Gent, the entire product range
was replaced during the year with the
installation of a completely new paint-
ing plant. Substantial nonrecurring
costs incurred in connection with the
commencement of production for the
new V70 and S60 at Volvo Car had an
adverse effect on earnings.

Outlook for 2001

To date, Sapa Autoplastics products
have mainly been used in the produc-
tion of new cars. In a long-term per-
spective, Sapa wants to increase the
volume of purchasing conducted by its
existing customers. This will be
achieved by providing design solutions
with a greater plastic content, plus
completely new products and services,
in the potentially attractive after-market.
These efforts are exemplified by the
fact that Sapa Autoplastics is now pro-
ducing finished, painted, bumper sys-
tems for the Volvo range in response to
customer orders. Volvo formerly held
unpainted bumper parts in stock,
which its local engineering department
requisitioned and painted as repairs
became necessary. This process was
time-consuming and the results sel-
dom reached the desired level of qual-
ity. The new approach guarantees the
customer a satisfactory level of quality
and more rapid response.

The success achieved by both par-
ties as a result of the dedicated pro-
duction units inside in the lveco manu-
facturing plant has aroused the interest
of other producers of commercial vehi-
cles. However, the results of additional
efforts in this direction will be achieved
later than in 2001.

Sapa anticipates significantly lower
investment requirements in the imme-
diate future, compared with recent
years. A high level of technology is
maintained in the Group’s plants, with
consolidation, productivity and efficien-
cy high on the agenda following a pro-
longed period of plant and new prod-
uct start-ups.
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Quarterly data during most recent three years

4/00 3/00 2/00' 1/00' 4/99 3/99 2/99 1/99 4/98 3/98 2/98 1/98
Net sales, MSEK
Profiles 2,371 1,895 1,967 2,047 1,696 1,634 1,629 1,583 1,307 1,282 1,463 1,425
Heat Transfer & Foil 996 854 875 844 724 704 711 690 652 668 726 757
Autoplastics 961 732 826 856 891 714 677 511 544 445 444 430
Group 4,381 3,622 3,705 3,787 3,347 2,981 3,058 2,835 2,547 2,435 2,648 2,619
Operating profit, MSEK
Profiles 189 143 158 182 162 142 136 127 116 107 115 95
Heat Transfer & Foil® 65 40 49 47 85 39 47 33 34 31 42 32
Autoplastics 10 13 23 30 29 2 1" 3 13 0 10 15
Group?® 258 179 222 234 275 172 186 157 153 134 163 139
Operating margin, %
Profiles 8.0 7.5 8.1 8.9 9.5 9.2 8.2 8.0 8.8 8.4 7.8 6.7
Heat Transfer & Foil? 6.6 4.7 5.6 5.6 1.7 5.5 6.6 4.8 5.2 4.6 5.9 4.1
Autoplastics 1.0 1.8 2.7 3.5 3.3 0.3 1.7 0.5 2.3 n.a. 2.2 3.4
Group?® 5.9 51 6.0 6.2 8.2 5.8 6.1 5.5 6.0 5.5 6.1 5.3
Deliveries, tonnes
Profiles 59,300 51,300 56,200 54,800 44,600 41,900 45,900 44,800 33,5600 34,300 38,200 36,700
Heat Transfer & Foil 30,300 27,900 29,500 30,000 26,900 27,000 28,100 26,300 25300 25,500 27,400 28,300
Group 89,600 79,200 85,700 84,800 71,500 68,900 74,000 71,100 58,800 59,800 65,600 65,000

1 Excluding capital gain of GBP 16.6 M (about MSEK 230) during Q 1 and surplus funds from SPP of around MSEK 100 during Q2.
2 Including insurance revenue of MSEK 49.8 in Q4 of 1999.
3 Before nonrecurring gain of MSEK 69 from sale of Granges Metall during 1998.
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Sapa Profiles Ltd
Tewkesbury Road
Cheltenham
Gloucestershire GL51 9DT
ENGLAND

Tel: +44-1242 69 92 00
Fax: +44-1242 51 33 04

Sapa Building Systems Ltd
Ashchurch

Tewkesbury

Gloucestershire GL20 8NB
ENGLAND

Tel: +44-1684 85 35 00
Fax: +44-1684 85 18 50

Sapa Anodizing, Inc.

7933 N.E. 21st Avenue
Portland

Oregon 97211

USA

Tel: +1-503 972 14 04
Fax: +1-503 972 14 32

SAPA HEAT TRANSFER

Sapa Heat Transfer AB
(Business area management)
612 81 Finspang

SWEDEN

Tel: +46-122 838 00

Fax: +46-122 833 99

Sales office:

Box 77

230 40 Bara
SWEDEN

Tel: +46-40 59 98 60
Fax: +46-40 59 98 61

Sapa Heat Transfer
(Shanghai) Ltd

1111 Jiatang Highway
Jiading

Shanghai 201 807
CHINA

Tel: +86-21 59 54 11 11
Fax: +86-21 569 54 31 11

Sapa Heat Transfer Korea
Youone Bldg. 14fl., 75-95
Seosomoon-Dong, Chung-Ku
Seoul, 100-110

KOREA

Tel: +82-2756 9124/5

Fax: +82-2319 99 71

Norca Heat Transfer
185 Great Neck Road
Great Neck, NY 11022
USA

Tel: +1-516 466 95 00
Fax: +1-516 466 95 88

SAPA EUROFOIL

Sapa Eurofoil Belgium S.A.
Rue Sompré 52

4400 Flemalle

BELGIUM

Tel: +32-4 273 87 87

Fax: +32-4 275 10 47

Sapa Eurofoil S.A.

Zone Industrielle Riedgen
BP 91

3401 Dudelange
LUXEMBOURG

Tel: +352-51 866 41

Fax: +352-51 866 42 99

Sapa Eurofoil Skultuna AB
Box 43

730 50 Skultuna

SWEDEN

Tel: +46-21 782 10

Fax: +46-21 760 44

SAPA AUTOPLASTICS

Sapa Autoplastics

Group AB

(Business area management)
Sapa Autoplastics Group AB
Bultgatan 40 B

442 40 Kungélv

SWEDEN

Tel: +46-303 24 67 70

Fax: +46-303 24 67 79

Sapa Autoplastics AB
Arendal ARS

405 08 Goteborg
SWEDEN

Tel: +46-31 64 34 00
Fax: +46-31 53 75 90

Sapa Autoplastics AB
Filaregatan 17

442 34 Kungalv
SWEDEN

Tel: +46-303 20 89 00
Fax: +46-303 644 85

Sapa Autoplastics AB

Box 163

272 24 Simrishamn
SWEDEN

Tel: +46-414 187 00

Fax: +46-414 286 00/286 01

Sapa Autoplastics AB
Box 724

451 25 Uddevalla
SWEDEN

Tel: +46-522 350 60
Fax: +46-522 350 10

Sapa Autoplastics NV
Skaldenstraat 72

9042 Gent

BELGIUM

Tel: +32-92 55 57 00
Fax: +32-92 55 57 01

Sapa Autoplastics Oy

Pl 108 Louhijantie 1
23502 Uusikapunki/Nystad
FINLAND

Tel: +358-28 41 39 88
Fax: +358-28 41 62 76

Sapa Autoplastics S.p.A.
Via G Verdi 30

31046 Oderzo (TV)

ITALY

Tel: +39-0422 81 71

Fax: +39-0422 81 72 02

Sapa Autoplastics AS
PO Box 94

2831 Raufoss
NORWAY

Tel: +47-61 15 48 00
Fax: +47-61 15 20 52

Sapa Autoplastics Sp.z o.0.
ul. Leonarda da Vinci 10

44 109 Gliwice

POLAND

Tel: +48-32 234 56 81

Fax: +48-32 234 56 85

OTHER OPERATIONS

Sapa AB, Technology
612 81 Finspang
SWEDEN

Tel: +46-122 170 00
Fax: +46-122 124 87

Sapa AB, division Service
612 81 Finspang

SWEDEN

Tel: +46-122 170 00

Fax: +46-122 838 88

Sapa AB, division Service
730 50 Skultuna

SWEDEN

Tel: +46-21 782 00

Fax: +46-21 704 39

Wildeco. Photography: Hans-Erik Nygren, Ina Agency, Tiofoto and illustrations from Sapa’s photo library. Printing: Ame Lofgren Offset, Stockholm 2001.



Sapa AB
Humlegéardsgatan 17
Box 5505

SE-114 85 Stockholm
Sweden

Tel: +46-8 459 59 00
Fax: +46-8 459 59 50



