
RISK MANAGEMENT

n OPERATIONAL RISKS

Description of risk Management and comments for the year

Health and safety 
Major material flows are handled above and below ground. Employees and 
contractors are periodically exposed to heavy machinery and lifting, to high 
temperatures, and to substances that are hazardous to health. Departures 
from established procedures, inadequate planning and deficient resource 
assignment can create dangerous situations and increase the risk of injury. 
A great many employees and contractors do shiftwork, which increases 
psycho social risks related to stress and unhealthy workloads.

The Group has adopted a zero tolerance vision regarding accidents, and is 
constantly proactive in its efforts to improve health and safety and job satis-
faction. The efforts were successful during the Covid-19 pandemic in 2020-
2021, and even though a number of minor outbreaks occurred, all of the pro-
duction units have been able to continue working with maintained production.

The number of serious reported risks or incidents (RC3) fell by 48% since 
the previous year. On the other hand, the number of accidents resulting in 
lost time (LTI) and sick leave (SL) was at a relatively high level as a result of ill-
ness, and it was not possible to hold real-world start-up meetings, safety 
inspections and training during the ongoing Covid-19 pandemic. These activi-
ties are important parts of the health and safety work. Digital communica-
tions solutions were used wherever possible. A continued focus on manage-
rial involvement, preventive risk management, and greater involvement by 
employees in health and safety activities our other important parts of the 
proactive work environment efforts.

Environmental impact
The operation affects air, water, land and biodiversity. The extraction of met-
als also creates waste products that must be processed safely. There are 
risks posed by both ongoing and decommissioned operations. Significant 
issues include emissions to air and discharges to water, waste storage, land-
use (landfill, waste management, impact on biodiversity), climate and energy 
consumption. 
 
Water management and dam safety
Tailings dams constitute one of the mining industry’s material risks. There is 
a risk of dam failure if the dams are not built or maintained correctly. 
Extreme weather conditions and changes in average rainfall affect these 
risks.

Climate change
Global warming may increase the risk of more severe weather events as the 
global climate continues to change. Changes in precipitation may lead to 
heavier snowfall or flooding that can affect operations.  

Established emissions targets are carefully monitored. Emissions manage-
ment is risk-based and in line with the best available technology (BAT) and 
each unit’s environmental permit. Constant monitoring takes place in a suit-
able manner and emergencies are prevented through systematic mainte-
nance. Emissions are monitored according to procedures specific to the 
location and approved by the authorities. There is constant technical devel-
opment aimed at following the latest BAT outcomes and conclusions to 
ensure the best resource utilization and lowest possible levels of waste. 

Water balance models have been developed to ensure better resource utili-
zation and create a wider safety margin in relation to emergency water dis-
charges. Every operating unit with its own dam has a dam safety manager 
and a dam operations manager. In 2021, Boliden became a member of ICMM 
(The International Council on Mining and Metals) and will thus follow its inter-
national guidelines in this field.

The Group’s contribution to the global climate challenge is described in a 
Groupwide climate strategy program; see page 36. Each unit is responsible 
for evaluating the physical risks associated with weather conditions and their 
operation. Planning includes the analysis of scenarios arising from changed 
climate conditions in a mine’s various phases (including reclamation following 
closure) as part of the investigation process. 

The Group pursues a business that is exposed to changes in metal prices and foreign 
exchange rates. Operations affect the surrounding environment and many processes 
are associated with occupational health and safety risks. We work with e.g. scenario 
analyses and reducing risks, and we also constantly monitor risks based on process 
and product perspectives. This monitoring enables opportunities and risks relating to 
the operation to be recognized early.

Operational risks
Operational risks are managed 
by the operating units in 
compliance with the guidelines 
and instructions established for 
each business area and unit. 

• Health and safety 
• Environmental impact 
•  Unscheduled production 

stoppages 
• Skills supply

Market and com-
mercial risks
Boliden’s market and com-
mercial risks are primarily 
managed within the individual 
business areas and at Group 
level. 

• Metal prices 
• Treatment charges 
• Customers 
• Raw materials supply 
•  Goods and services supply
• Energy

Financial risks
Boliden has a centralized fi-
nance department responsible 
for managing financial risks 
with the exception of credit 
risks in trade receivables.   

• Exchange rate and metal 
   price risks
• Currency risk
• Interest rate risk
•  Refinancing and liquidity risk
• Credit and counterparty risk
• Financial reporting

Compliance with 
regulations 
Boliden has centralized depart-
ments for e.g. compliance and 
legal matters. 

• Legal risks
• Compliance risks
• Risks harmful to confidence
• Political risks
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n CONT. OPERATIONAL RISKS

Description of risk Management and comments for the year

Unscheduled production stoppages
Production mainly consists of continuous processes, and any 
unplanned stoppages can affect production, emissions and dis-
charges to air and water, and financial performance. Stoppages 
may be long-term. Unplanned stoppages may occur due to e.g. 
technical problems, accidents or strikes. The past year has also 
shown there to be a risk that a pandemic will lead to production 
stoppages through restrictions or disruptions in supplier chains.

Preventive maintenance is carried out at all production facilities. Major maintenance 
shutdowns are carried out every year in the smelting operations, while maintenance 
work forms an integral part of day-to-day operations in mines. 

The goal is to minimize the total cost of the Group’s damage risks. This is achieved 
partly by continuously developing damage prevention and mitigation efforts in the opera-
tions, and partly by introducing and developing groupwide insurance solutions.

Skills supply
In the years ahead, a large number of employees will retire. 
 Furthermore, the competition for skilled labor is hardening in 
many of the areas where operations take place, e.g. due to busi-
ness start ups. Meanwhile, a major technology shift is taking 
place in Boliden with an increase in digitization , process devel-
opment and automation that will require new skills in many dif-
ferent occupational areas.

During the year, a number of activities were carried out to boost Boliden’s skills for the 
future. The employer offering was concretized and differentiated to clarify the link 
between our purpose, our values, our role in climate transition, innovation and technol-
ogy development, and as a secure employer. Furthermore a number of new collabora-
tions with important universities and colleges were begun. Work on developing import-
ant personnel processes was completed during the year as part of the implementation 
of a groupwide HR-IT system in 2021.

n MARKET AND COMMERCIAL RISKS

Description of risk Management and comments for the year

Metal prices
Changes to metal prices have a significant impact on profits and 
cash flow.

Group policy is not to hedge metal prices, but rather to allow changes to be reflected in 
profits. However, Boliden’s risk management function hedges smelter metal prices and 
currency exposure in the period between the purchase of raw materials and the sale of 
corresponding metals (with the exception of process inventory). 

Treatment charges  
Treatment charges make up a large part of the smelters’ gross 
profit and are determined by supply and demand in metal concen-
trates.

Terms are negotiated annually by the major operators in the mining and smelting indus-
tries. These terms are applied internally and the majority of external contracts are 
based on them.

Customers 
In copper, the Group is dependent on a small number of large cus-
tomers. A reduction in sales to industrial customers in Europe 
increases the need to conduct sales via the London Metal 
Exchange (LME), with slightly lower margins as a result.

The Group endeavors to reduce these risks by maintaining a diversified portfolio of cus-
tomers with long-term relationships, via its own northern European sales organization. 
There are plans in place to enable production to be reorganized to produce LME-quality 
products for sale via the LME. Diversification of the customer portfolio during the year 
has had the desired effect in the form of limited exposure to those segments whose 
demand fell most in the wake of the Covid-19 pandemic. Production was able to sell 
without delivering via the LME stock.

Raw materials supply 
Stable, reliable raw materials supply is important for creating the 
most profitable raw materials mix and thereby enabling the smelt-
ers to produce at high levels of capacity utilization and consistent 
quality.

The Group endeavors to conclude long-term contracts in relationships with reliable 
external suppliers of metal concentrate and secondary materials, who also demonstrate 
high-performance in sustainability issues.

Goods and services supply 
All operations are dependent on the ongoing sale of equipment, 
consumables and services. Our suppliers’ output of goods and 
services and our logistic chains for inbound and outbound delivery 
are sensitive to external influence and disruptions.

During 2021, disrupted logistics chains, high energy prices and problems with raw 
materials supply created major supply challenges, as did extremely volatile prices 
where Boliden in many areas has had flexible or indexed prices.

The Group works proactively to reduce prices and supply risks by having multiple 
qualified suppliers in each respective category and field. In cases where there is only 
one supplier, risk is reduced by maintaining a safety stock and by identifying alternative 
supply solutions. 

While preventive risk management is an ongoing activity, the organization’s ability to 
adapt quickly has been at least as important in the management of supply risks. When 
disruptions occurred during the year, the Group’s units were able to work together and 
remedy potential shortage situations. A number of new suppliers have been admitted 
to serve as alternatives.

Energy 
Energy accounts for approximately 14% of operating costs, and 
changes in energy prices can have a significant effect on profit-
ability.

Emission allowances
Changes to regulations and taxes in the EU Emissions Trading 
Scheme (ETS) may lead to cost increases that jeopardize competi-
tiveness on the international market.

Energy consumption 

In Norway, Odda has a long-term electricity agreement with inflexible pricing clauses. 
The contract portfolios in Sweden, Finland and Ireland have shorter terms, and the 
Group is more exposed to market prices. Thus an increase in energy prices affect oper-
ating profit. Price volatility in the electricity market is expected to increase in the years 
ahead. There are longer contracts in Sweden and Finland for activation in 2021 and 
2022. Possibilities for longer term pricing agreements as and when favorable terms 
are offered are under analysis. 

Boliden works through industry organizations to promote transparency in the 
 emissions trading system and to ensure that European metal producers are not 
 disadvantaged.

The operation has implemented a certified energy management system. Improvement 
works are conducted on an ongoing basis to achieve energy efficiency and save energy. 
For example, in Business Area Smelters, surplus heat is also used to help reduce car-
bon dioxide emissions. 
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n  FINANCIAL RISKS

Description of risk Management and comments for the year

Exchange rate and metal price risks
Because products are priced largely in USD, fluctuations in the USD 
exchange rates have a significant impact on profits and cash flow. Pricing 
terms for products are based mainly on metal exchanges. 

Transaction exposure
Transaction exposure arises from binding undertakings to customers and 
suppliers.

Metals are bought in the form of raw materials, which are processed into 
refined metals, where the cost of raw materials and exchange rates may dif-
fer from the final market value. Some customers are offered fixed prices in 
different currencies that are sometimes set well in advance of delivery.

Transaction exposures in conjunction with binding undertakings are hedged, 
with the exception of the smelters’ process inventory. Forward exchange 
contracts are used to hedge the sales price and exchange rate when 
 purchasing input raw material, or in fixed-price sales agreements. Hedge 
accounting is applied to forward exchange agreements to hedge fair values 
in the Income Statement.

There are constant calculations into the way in which changes in metal 
and exchange rate markets will affect the Group’s future financial position.  

The Group may use contracts to hedge metal prices and exchange rates 
for the cash flows from forecast metal sales. Hedging is only carried out in 
conjunction with certain major investments, when the investment amount is 
in a currency other than local currency. 

Hedge accounting applied to the derivative to hedge cash flows is 
reported in Other comprehensive income, and the sensitivity analysis in 
Note 28.

Currency risk

Translation exposure
A translation difference arises when converting net investments in overseas 
operations into SEK in conjunction with exchange rate fluctuations, which 
affects Other comprehensive income within the Group.

Under the finance policy, the effect of translation exposure is not actively 
eliminated (equity hedging). However, if an external borrowing requirement 
exists, the liability in foreign currency is used as equity hedging against the 
foreign asset pool. 

Interest rate risk
Changes in market interest rates affect profits and cash flows.

The finance policy allows an average fixed-interest term of up to four years. 
On December 31, 2021, the Group’s loan portfolio had an average fixed 
interest term of 2.2 years (3.1).

Refinancing and liquidity risk
The risk that Boliden will be unable to obtain the requisite financing or meet 
its payment obligations due to insufficient liquidity.

Boliden limits refinancing risk by ensuring a good spread of counterparties, 
financing sources and maturities. Adequate current liquidity is created in 
the form of available, unutilized credit facilities; it is reviewed regularly. 

The average term of total loan limits was 2.6 years (3.7) at year-end. As 
of December 31, 2021, current liquidity, in the form of cash and cash equiv-
alents and unutilized binding credit facilities with a term of more than one 
year, totaled SEK 16,088 m (12,741). 

Credit and counterparty risk

Credit risks and financial operations
The term ’credit and counterparty risk’ refers to the risk that a counterparty 
in a transaction may fail to fulfill their obligation, thus causing the Group to 
incur a loss. Financial exposure to counterparty risk mainly occurs when 
trading in derivative instruments.

Credit risks in trade receivables
The risk of the Group’s customers failing to fulfill their obligations constitutes 
a credit risk.

The financial policy mandates a Standard & Poor’s credit rating of A for 
financial counterparties when entering into transactions, and sets a maxi-
mum investment of cash and cash equivalents per counterparty. Credit 
quality and the counterparty spread for derivatives were considered to have 
been good in 2021. As of December 31, 2021, the credit risk in external 
derivative instruments had a total market value of SEK 194 m (143). 

Credit risks are managed through an established credit rating process, 
active credit monitoring, short credit periods, and daily procedures for 
monitoring payments. The necessary provisions for expected credit losses 
are also monitored continuously. The quality of trade receivables is deemed 
to be good. Impairment charges for outstanding trade receivables on 
December 31, 2021 only occur in limited amounts and have also been insig-
nificant in historical terms. See also Note 20, Trade and other receivables. 
Credit insurance is also used in certain cases.

Financial reporting
The risk of inaccurate financial and operational reporting.

The Group has a well functioning internal control structure. Control func-
tions exist locally, in individual units, the business areas and at the head 
office. All of the functions work within a groupwide internal control frame-
work for financial reporting. Controls are tested annually within the frame-
work, both internally and by external auditors. The Group’s controller func-
tion, which works closely with the local units and business areas, follows up 
and checks operational and financial reporting.
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n NON-COMPLIANCE RISKS

Description of risk Management and comments for the year

Legal risks
Operations are largely subject to licensing and to wide-ranging environmental 
and other regulations. Permits are tested regularly. Also, the Group may 
become involved in commercial disputes and legal proceedings.

Operations are dependent to a great extent on the retention and renewal of 
existing licenses and the granting of new ones on reasonable terms and in 
good time. Usually, permits require renewal on several occasions through-
out a mine’s lifespan. The Group monitors legal developments in relevant 
fields, and implements, follows up and ensures compliance with applicable 
laws and regulations. Boliden is an active member in domestic and foreign 
industry organizations such as Svemin and Eurometaux. 

In 2021, Boliden became a member of ICMM (The International Council on 
Mining and Metals) and will thus follow its international guidelines in this field. 
The Group is also a referral body for new rules, regulations and initiatives 
relating to the industry. Information on legal proceedings and disputes is pro-
vided in Note 31.

Compliance risks
The Group may be exposed to legal or regulatory sanctions, material financial 
losses or damaged reputation as a result of any failure to follow applicable 
regulations.

Compliance with regulations must form part of the company’s culture. The 
Ethics & Compliance department’s function is to ensure that effective proce-
dures are in place to identify, assess, monitor and report exposures to 
non-compliance risks. 

The focus during the year was on promoting competition law and sanctions 
compliance, making sure human rights are respected, and strengthening 
efforts to counter money laundering, bribery and corruption. Among other 
measures, an anti-money laundering policy was adopted. The appropriate 
employees are trained in areas such as anti-corruption, competition law, 
sanctions and the prevention of money laundering. An external whistleblower 
system is provided to enable the anonymous reporting of serious irregulari-
ties within the Group. Boliden has initiated a Human Rights Due Diligence 
process (HRDD) to ensure compliance with regulations in the field. We also 
make sure we comply with the General Data Protection Regulation (GDPR).

Risks harmful to confidence
Confidence can be harmed by events such as accidents or the failure of 
employees or business partners to live up to business ethics and sustain-
ability requirements. See also pages 38 and 39.

There is a crisis management group with procedures for managing emer-
gencies and complex events, e.g. linked to accidents. Because Boliden 
seeks to be associated with ethical, sustainable business partners, it con-
ducts systematic evaluations of customers and suppliers in respect of busi-
ness ethics and sustainability. New business partners must adopt the 
Group’s Code of Conduct for business partners or other relevant and gener-
ally accepted business standard before agreements are concluded, and 
where necessary audits are carried out on business partners’ premises to 
ensure compliance. There are procedures in place for managing any 
non-compliance and serious breaches may lead to the end of a business 
relationship.

Political risks 
Political decisions may have effects in the countries where Boliden and its 
business parties do business. Examples of such decisions may include 
changes to different types of taxes and additional requirements in permit 
application processes in respect of e.g. reclamation work.

Boliden and its industry organizations are often referral bodies for 
 upcoming political decisions relating to operations.
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