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INTRODUCTION

In their Further Amended Statement of Claim, the plaintiffs make certain allegations with respeet
to the disclosure contained in the prospectus dated June 10, 1997 (the “Prospectus™) prepared in
t:onnectinnwwith the 3813,064,960 initial public offermg by way of secondary offermg of

common shares of Boliden Limited owned by Trelleborg International BY (the “TPO™).

The plaintifls ailege that the Prospectus omitted to state certain facts with respect to the
Azmaledllar/Los Frailes tailings dam (which failed in April 1998) and conlained certain untrue
statements with respect to the Los Frailes mine, all of which constituted “misrepresentations”

within the meanmgs of the Securitics Laws (defined in paragraph 51 below),
The Defendants {defined in paragraph 4 below) state that:

(2) the Prospectus constituted full, trve and plain disclosure of all material facts relating to
the securines offered thereby and did not contain any misrepresentation likely to affect

the value or the market price of the sccurities to be distribured thereby:

(b) the Prospectus did not state that the Aznalcéllar/Los Frailes tailings dam was unstahle;
the dam failed suddenly and without waming: at no time before the failure did the
Defendants know, or have any reason to suspeet, that the dam was unstable; matters that

ar: not known are not “facts” within the meanings of the Securities Laws: and

{c) the other alleged omissions from the Prospectus were either not “facts™ or not “material
facts” within the meanings of the Securities Laws; the alleged untroe statements in the

Progpeclus were mue and correct.
DENIALS AND ADMISSIONS

The defendants Boliden Limited, Trelichorg [niermarional BV and Trelleborg AR (the *Corporate
Defendants™) and the defendants Anders Biilow. Jan Peuer Traaholh. Kjell Nilsson, Lars Olof
Nilsson and Robert K. MeDermott (the “Individual Defendanta™ and. 1ogether with the Comporate
Delendants, the “Defendants™) deny each of the allegations made in the Further Amended

Statenient of Clanm unlegs expressly admited.
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The Corparate Defendants admit the facts with respect to the Corporate Defendants sct forth in

paragraphs 4, 5 and 6 of the Further Amended Statement of Claim, except as follows:

(a) the registered office of Boliden Limited is located at Suite 1000, 145 King Strect West,
loronto, Outario, MSH 1J8: .

®) on December 5, 2001, Boliden Lirnited and iis then wholly-owned Swedish subsidiary,
Bohden AB, completed an amangement under the Canade Business Corporations Act
pursuant to which the shareholders of Boliden Limited became shareholders of Boliden
AR, Boliden Limited became a wholly-owned subsidiary of Boliden AB and ceased to be
a public company and Boliden AB became the parent compary of the Boliden group of
companies (the “Boliden Group™) and a public company with its shares {isted on the

Stockholim Exchange and the Toronto Stock I:xchange; and

(c) i1 all material times, the prmeipal offices of Trelicborg International BV were located at

Hoogesand, The Noetherlands.

The Individual Defendants admit the facts with respect to the Individual Defendants set forth in

parzgraphs 7, 8,9, 10 and 12 of the Further Amended Statement of Claimn except as follows:
(a) since Scptember 2000, Anders Bitlow has resided in Ryssby, Sweden;

(2] trom June 2001 to June 2002, Jan Petter Trasholt resided i Oslo, Norway and since June

2002, he has resided in Karlstad, Sweden; and
(c) snee August 2001, Kjell Nilsson has resided in MaInlycke, Sweden.
BOLIDEN LIMITED AND TRE 1PO

Boliden Limited was formed in April 1997 to acquire and hold the mintag, smelting and

fubrication businesses of Trelleborg AB and to facilitate the 1RO,

Before the IPO. Trellcborg AB reorganized its mining, smeliing and fabrication businesses and
ransterred them to Trelleborg Internations] BV which in turn transferred them to Raliden

Limited in exchauge for common shares of Boliden Limited (the “Reorganization™).
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Alter the Rcorganization, Boliden Limited was a wholly-owned subsidiary of Trellebory

International BV, which itsell was an indirect wholly-owned subsidiary of Trelleborg AD.

In the 1PO, approximately 55% of the common shares of Boliden Limited (represented by
instalment receipls) were sold to the public in Canada, the United States. and clsewhere by
Trelleborg Intemational BV and a syndicate of underwriters led by the defendant Nesbitt Bumns
Inc. Aficr the IPO, Trelleborg Tniemational BV held approximately 43% of the common shares

of Bolidan Limited.
The secuniics sold in the TPO were sold:
(a) in Canada, pursuant to the Prospectus:

() in the United States, pursvant to a US. private placement memorandum (the 1.8,

Private Placement Memoranduin™); and
{c) elsewhere, pursuant to an internationa] prospectus (the “Intermational Prospectus™.

Both the 1.8, Private Placermnent Memorandum and the Intermational Prospectus meluded, among

other things, the disclosure contained in the Prospeetus.

The closing of the 1PO was completed on June 17, 1997. The closing of an over-allotment {or
“green shoe”) option granted to the underwriters as part of the PO was completed on July 17,

1997,
AZNALCOLLAR/LOS FRAILES MINING OPERATIONS
(a) Introduction

The Aunaledtar/los Fratles mining operations are located approximately 135 kilomeires west of
Seville, Spain. In 1987, u Swedish subsidiary of Trelleborg AB zequired the shares of the
Spanish company that orizinally owned the operations. Boliden Apirsa, 8.1 ("Apirsa™) acquired
the operarjons In 1994, Boliden Limited acquired indirectly the sharcs of Apirsa on completion

of the Reorsanization.

At the time Bohden Linuted acquired the shares of Apirsa, the Aznaledllar/.os Frailes mining

aperations consisted of the depleted Aznaledlar open pit mine, the Los Frailes open pit ming, a
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mill and concentrator (for grinding and processing ore into concenirates) and 4 tailings storage
[acility. Tailings are the fine-grained rock particles remaining after the milling and processing of
ore. Ta prevent sulphide oxidation, tailings are typically stored under a layer of water in a

lailings pond.

In April 1998, the Aznalcdllar/Los Frailes tatlings dam failed, releasing'appmximatr:ly 1.3
million cubic metres of tailings and 5.5 million cubic metres of tailings water into the nearby
river systems. Tmmediately after the failure, Apirsa suspended operations at the Los Frailes mine.
Shortly thereatter, 11 began reclamation and remediation activities. These activities were largcly
completed by the end of 1998. The tailings storage facility was closed and decommissioned, In
April 1999, Apirsa re-started operations at the Los Frailes mine. Production continued until

2001, when the Aznaledllar/Los Frailes mining operations were permanently shut down.
(h) Aznaledllar/Los Frailes Tailings Storage Facility

The Aznaledllar/Los Frailes tailings storage facility consisted of a large tailinas pond, fydraulic
containment and collection trenches and piping systems to collect surface water and seepage
through the alluvial terrsce underlying the facility and return the collected water to the dam and a
water reatment plant, to purify surface and process water before recycling or discharge o the

Agrio River in accerdance with the mine’s effluent discharge permits.

The Amalcollar/Los Frailes tailings pond was ncarly rectangular in shape, extending
approximrately 2,000 metres north/south and 1,000 metres east/west, and covered an arca of
approximately 200 heetares.  The tailings pond was divided into two separate ponds by an
east/west central dyke. The west side of the tailings pond was closed by a natural slope and the

north, 2ast and suuth stdes were closed by the tailings dam.,
Appendix | shows an acmal view ol the tailings pond before the failure.

The mair body of the tailings dam consisied of compacied waste rock. The interior of the dam
was covered by an impermeable red rafia (clay) screen approximately four metres thick. A
classified sund filter approximately three metres thick scparated the rana screen from the dam,
The dam rested on @ four metre deep alluvial terrace which itself was underlain bv an
vnpermmeable blue marl (clay) formation npproximﬁtc]y 70 metres deep. To control water run-otf

and seepyoe through the alluvial terrace, the dam wall had a 60 centimetre thick bentonite cementl
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cul-off wall installed in a trench below the dam, penelrating into the top one and one-half metres

of the blue marl formation.

The tailings dam was designed by Internacional de Ingemeria y Estudios Técnicos, S.A.
(“Tntecsa™), a Spanish engincering consulting company, in 1978. Construction of the 1ailings dam
commenced in 1979, The dam was designed to be increased in stages, 10 accommodate the
volurne of tailings produced over the operational life of the mine, The final design capacity of the
dam was 32.6 million cubic metres of tajlings and the final design maximum crest clevation of
the dam along its eastern side was 72.04 melres above sca level (30 metres above ground level).
At the time of its failure, the dam contained approximately 15 million cubic meires of tailings and
had reached a height of approximately 69 metres above sea level (three metres below the final

design maximum crest elevation).

The Aznalcdlar/Los Frailes mining operations were subject to ongoing regulation by the
Andalucian regional and Spanish central povernment authoritics, The minesite, including the
talmgs facility, was subject to regular inspection by both Andalucian regional and Spanish
central government regulatory authorities. All mine site operations were conducted pursuant to
annual work plans submitted to and approved by the Mining Service of the Aadalucian
Department of Industry, Trade and Tourism. Each enlargement or “lifi” of the tailinas dam

required, and received, the prior approval of the Mining Scrvice.
(©) Flue Marl Formation

The blue marl formation underlying the tailings storage facility is a heavily over-consolidated and
saturated clay of high plasticity, The term “over-consolidated” refers to clay that, as a result of
sedimentury bedding processes, has been loaded with high stresses. These make the marls more
brittle, a condinon which permits the development of progressive [ailure and results in a

significant loss of frictional srength when the marls are strained past peak strength.

Because the marls are complelely saturated, the load exerted by the lailings damn and the ponded
tailings Is initially bome by the water tn the pores of the soil skeleton of the marls and not, as
desired, by the soil skeleton itself. Due to the thickness and very low permaability of the marts,
the process by which the pore water 15 forced out of the pores, and the load exerted bry the dam
and the ponded tatlings s transferred from pore water 1o the solid structure of the marls, 15 very

slow.



(d) Complaints

On November 29, 1995, Manuel Aguilar Campos (“Aguilar™), a former Apirsa employee ftred
carlier in 1995, filed a complaini with the Andalucian Department of Industry, Trade and
Tourism. The complaint alleged that there had been defects in the consiruetion of sugcassive
“lifts” of the tailings dam and that acidic seepage from the tailings pond was polluting the Agric

River.

On January 24, 1996, the Confederation of Ecologists and Pacifists ("CEPA™), a Spanish
environmental group, relying on the Aguilar complaint, filed a similar complaint in the

Magistrates Court in the nearby town of Sanltcar la Mayor,
(e) Geotechnical and Hydro-Geological Investigations and Reports

In consultation with Andalucian regional and Spanish eentral government regulatory authoritics,
Apirsa commissioned several technical investigations and reports to address the allegations made

by Aguilzr and CEPA, These included the following:

{a) a geotechnical investigation and report by Geotéenica y Cimientos, $.A. (“Geocisz™), 2
leading Spamsh geotechnical and enginecning consulting company, on the stubility and

nitegrity of the tailings dam;

(b) an hvdraulic modelling investigation and report by Golder Associates, a leading
international engineering consulting firm, to determine the actual extent of scepage from

the tailings pond; and

{c) 2 hydro-geological investigation and report by another leading international engineering
consulting (irm, Dames & Moore, on possible technical solutions to further minimize

scepage through the alluvial terrace underlying the taifings storage facility,

In its March 1996 repaort (the “Geocise Stability Study™), Geocisa concluded that the tatlings dem
would be stable under all assumed conditions and that in fact the *safery fuctor™ of the dam was
greater than the safety factor usually reguired in similar structures. (Geocisa also concluded that
the stabihity of the dam had been unatfected by either normal rainfali or the abnormally ingh

rainfall wiich had been recently expericneed.
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The Geoeisa Stability Study was reviewed and ratified by the Geological and Mining Technical
Institute of Spain (the “ITGM™), an agency of the Spanish central sovermment, The TTGM
concluded that the results of the Geocisa stability study were “ruled positive, in that the safety
factors goveming the stability of the dam of the pond obtained in the least favourable
circumstances are greater than those normally usually considered admissible for this type of

structure” (trunslated from Spanish).

In 115 June 1996 report, Golder Associstes concluded that scepage through the alluvial werrace
underlying the tailings storage facility was in the order of ten cubic metres per hour, 35% of
which was being captured and returned to the tailings pond by existing containmment and pumping

systems, leaving only one and one-half cubic metres per hour seeping into the Agrio River.

Inits April 1996 report, Dames & Moore recommended that Apirsa construct an hydraulic barrier
system: around the tailings dam, comprising drainage collection ditches and piping and a further
bentonite cement cur-off wall, and incrcase the capacity of the existing water treatment plant by

530%. to 1,500 cubic metres per hour.

The Dames & Moore recommendations were adopted by Apirsa and endorsed by the Andalucian
Department of Industry, Trade and Tourism. The recommendations were also reviewed and

approved by the I'TGM.
() Dismissal of the Complaints

In June 1996, the Andalucian Department of Industry, Trade and Tourism dismissed Agnilar’s
complamt on the basis that the steps taken by Apirsa “confirm the stability of the tailings dam
challenged 1n [the] complaimt™ (rranslated Jrom Spanish) and directed Apirsa to submit design
spucifications for the technical modifications recommended by Dames & Moore, as well a5 for

the enlargement of the tailings dam requited for the operation of the Los Frailes mine.

In March 4, 1997, the presiding judge of the Magistrates Court in Sanlicar la Mavor disimissed

the CEPA complaint,
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(= Tailings Dam Enlareement Project

In June 1996, the required design specifications for the enlargement of the tailings dam were
prepared by Geocisa and submitted by Apirsa for regulatory review and approval.  The
specifications included a site monitoring plan consisting of the installation of monitoring

instrumentation and a recommended schedule of instrumentation reading and visual inspection.

In July 1996, Geocisa’s recommendations were appfoved by the Department of Industry. Trade
and Tourism and Apirsa was authorized to proceed with the tatlmgs dam enlargement project in

accordance with Geocisa’s desian specifications and proposed program of monitoring,

Apirsa retained Geocisa lo supervise the installation of the instrumentation and to carty out the
recommended mstrument reading and reporting program. Installation of jnstrumentatios was
completed in early 1997 and Geocisa commenced monitoring, inspection and TepoOrting activities

in March 1997,

None of the monitoring activities carried out by Geocisa, including a site visit and mspection of
the tailings dam conducied by Geocisa personnel on April 24, 1998, the day before the tailings

dam failed, revesled any instability in the dam.
(h) Failure Mechanism

The taihngs dam failed in the early moming of April 25, 1998, The (ailure occurred as a result of
a 60 metre lateral displacement of a 700 melre long section of the eastern portion of the dam
which, together with the four metre thick alluvial terrace on which it was built and the upper ten
metres of the underlying blue marl formation, formed a block which slid, with almost no
deformation of the dam, along a horizontal bedding surface in the blue marl formation. This

movement opened a breach in the dam wall at the point where the central dyke joined the dam.
Appendix 2 shows a cross-section of the tailings dam after the failure.
(i} Reasons for the Failare

The talings dam failed because of deficiencics in the work carried out by Inteesa in 1978 i

designing the dam and Geocise in 1996 in assessing the stability of the dam. In their work,
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neither Inicesa nor Geocisa took into account adequately or at all two key aliributes of the blue

marl formation below the tailings storage facility:

(@)  the hgh porc pressure induced in the blue mart formation by the load exerted by the dam

and the ponded tailings and the very slow rate at which this would dissipate: and

(b)  the britlle quality of the blue marl formation that gives rise to a progressive reduction in

strength over lime.

As a result, both Inteesa and Geocisa siymificantly over-cstimated the capacity of the blue marl

formation to bear the load exerted by the dam and the ponded tailings.
seepage [Tom the tailings dam did not cause or contribute to the failure.

The tzilings dam failed suddenly and without warning, The Defendanls relied reasonably on the
work carmied out by Intecsa and Geociss, the reviews camied out by the Andalucian regional and
Spanish central government regulatory authorities and their conclusions that the dam was stable
and safe. At no time hefore the failure did the Defendants know, or have any reason to suspect,
that there had been any deficicneies in the work carricd out by Intecsa or Geooisa or that the dam

was unslable.
{i) Spanish Criminal Proceedings

In accordance with Spamish procedure, after the lailure of the tailings dam, 2 judge of the
Magistrates Court of the Town of Sanlicar Ia Mayor (the “Investizating Judge™) commenced a
formal investigation into the cause of the failure. The purpose of investigation was to determiine

whether criminal charges should he laid in connection with the [ailure,

The investigation, which took over two and one-half years to complete, included cxtensive oral
and affidavit evidence [rom representatives of Apirsa, Intecsa, Geocisa, the applicable
Andalucfan regional and Spanish central government regulatory authorities and others and a
detatled technical report from wwo leading Spanish geotechnical experls appointed by the

Investigating Judge to determiine the tecinical causes of the fatlure.

On December 22, 2000, the Investigaling Fudge dismissed the criminal proccedings. o her

judmmeni, she:
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(a) endorsed the conelusions of her technical experts that the failure mechanism and the

reasons for the failure were as et out in paragraphs 38, 40 and 41 above;

() concluded that there was no forewarning of the failure and no knowledge of any

instability of the tailings dam: and

(©) concluded that the design and construction of the 1ailings dam conformed to professional

standards at the relevant times,

On November 20, 2001, the High Court of the Province of Seville atfumed the decision of the

Investigating Judge, putting an end 1o all crirminal proceedings,
THE PROSPECTUS

The Prospectus was prepared by Boliden Limited and, as required by the Securities T.aws,
contamed a certificate of Boliden Limited as issuer, a certificatc of Trellchorg International BV
and 1ts parent corporation, Trellchore AR, as promoters, and a certificate of Neshitt Burns Ine.
and 13 oiher Canadian investrment dealers as underwriters that the Prospectus constituted full, frue
and plain disclosure of all material facts relating to the securities offered thereby and did not
contain any misrepresentation likely to affect the value or the market price of the securitics to be

disinbuted thereby,

Preparation of the Prospectus involved extensive and comprehensive business, environmental,
financial, legal and other due diligence by the Corporate Defendants and their lawyers,
accountanis and other advisors and by the underwriters of the TPO and their legal apnd other
advisors in order to identity and fully and accurately describe all the facts which were material to

the secuntics being offered pursuant to the Prospectus.

In their due diligence, the Corporate Defendants and their advisors and the underwriters and their
advisors were assisted by local management, legal counsel snd accountants in those jurisdictions,
mcluding Spam, where the Boliden Group had its principal operations. They were also assisted
by experts relained to review and report on mineral reserves and resources and environmental and
other matters at the principal operations of the Boliden Group, including the Aznalcallar/ios

Frailes miming operations.
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Preparation of the Prospectus involved active due diligence by the Individual Defendants. This

mcluded:

(a) reviewing and commenting on successive drafts of the Prospectus;

{b) preparing for and participating in formal due diligence meetings held in connection with
the preliminary and final versions of the Prospectus;

(c) soupleting and returning detailed due diligence questionnaires:

{d) allending the meetings of the directors of Boliden Limited held to approve the
prelirmnary and final versions of the Prospectus and their filing with the Canadian
scourities regulatory authorities; and

() meeting from time to time with officers and employees of Trelleborg AD and the Boliden

Group to review and discuss matters relating to the Reorganization, the IO and the

Prospectus.

In addition, Anders Biilow, Kjell Nilsson and Robert K. McDermortt participated in due diligence

site Visits 1o the principal operations of the Boliden Group, including the Aznaleéllar/Los Frailes

MINing operations,

The Prospectus was filed with, and receipts for the Prospectus were received frorm, the securities

regulatory authoritics in each of the Provinces of Canada in accordance with the provisions of the

following provineial sccurities laws:

()

Securities Aer, REB.C. 1996, c.418;

Securities Act, S.A. 1981, ¢.5-6.1;

The Securities Act, 1988, 8.5, 1988, ¢.5.42.2;

Secnrities Act, RS M. 1988, o 850:

Swenrities Aer, RS0 1990, ¢.5-5:

Seeurities Act, RENS. 1959, c 414:
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() Secrrily Frauds Prevention Act, RS NB. 1973, ¢.5.6;
(k) Securities Act, RSP.EL 1988, ¢.5-3;

(i) Securities Act, RSN, 1990, ¢.8-13; and

(i Securities Act, R.8.Q., c.V-1.1.

and the respective regulations and rules promulzated thereunder (collectively, the “Securilies

Laws™).

The Prospectus constituted full, truc and plain disclosure of all material facts relating to the
securities offered thereby and did not contain any rmsrepresentation likely to affect the value or

the market price of the securities to be distributed thereby.

The Prospectus did not disclose that there were deficiencies in the work carried out by Intecsa and
Geocisa or that the tatlmgs dam was unstable. At no time before the failure did the Delendants
know, or have any reason to suspect, that there had been any deficiencies in the work carried out
by Intecsa or Geocisa or that the dam was unstable. Matters that are not known are not “facty™

within the meanings of the Securities Laws.

The Prospuctus contained the following explicit disclosure of the drought and abnormally high
rainfall which disrupted operations at the Aznalcdllar/Los Frailes mining operations and the steps

being taken by Apirsa conirol seepage:

Waler Supply/Eovirenmental Matrers

I recent years, southern Spain has experenced umisual climatic conditions, including
bath a drought and severe flooding which seriously disrupied opcrations at the
Aznalcollar mine. Tn wesponse, Apirsa has broadencd its water ManAgZCmMant programny
including expansion of the ¢capucily of its water treatment plant to permit recyching of
water from the tailings arce within the mill . Apirsa has received ali NECCSSATY
eavironmental permits o construct and operate Lhc mine and is currently sarisfying
cortam conditions attaching to these permits, inclding expansion of the waler treatment
plant and modification of the wilings dam 1o control seepage. (FProspectes, of pages 37
arqed 38

The Prospectus contained the following cxplicit disclosure of the risks and uncertwintics

associated with the mining busimess cariied on by the Boliden Cirowp:
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Mining Kisks and Insurance

The mining operations of Boliden are subject to risks normaily encountered in the nuining
business. Snch risks include cnvironmental hazards, industrial accidents, labour dispures,
unuswal or unexpected geological formations or pressures, rock bursts, cave-ing, tivoding
and periodic interruplions due to inclement or hazardous weather conditions, Such risks
could result in damage to, or desmiction of, mincral propertics or production facilities,
personal injury, environmental damage, delays in mining, monetary losses and possible
legal liability. Although Roliden maintains insurnce within mnges of coverage
congistent with indusiry practice, no assurance can be given that such insurance will be
availahle at cconomically feasible premiums. Insurance againgt eovironmental risks
cncluding potential liability for poltution or other hazards a3 a result of disposal of waste
products occurring from cxploration and production) is not generally available 10 Boliden
or Lo other companigs within the industry. To the extent that Boliden is subject to
environmental liabilities, the payment of such liabilities would reduce the funds available
o Boliden. If Boliden is unable w fund fully the cost of remedying an enviropmenta)
peoblem, Boliden miaht be zequived 1o suspend operations or enter inlo interjm
compliance measures pending completion of the required remedy. (Frospecrus. ar
pagre 75)

Reserves

The ore reserves presented in this prospectus are, in farge part, estimates made by
Boliden’s technical personnel, and no assurunce can be given that the indicared level of
recovery of these metals will be realized. Reserves cstimated for properties that have not
yet cormenced production may require revision based on agtyal production experience.
Market price {luctuations of Boliden’s metals, as well 25 increased production costs or
raduced recovery rates, may render ore reserves containing relatively lower arades of
mineralization uneconomic and may ultimately result in a restatement of ore FUsCIveES,
Morcover, shorl-term operaling factors relaling to the ore reserves, such as the need for
saquential development of orebodies und the processing of new or different ore grades,
may adversely affect Boliden's profitability in any particular accounting period.
(Frospectus, al page 79)

Certain Environmental Risks

-.-Boliden’s busincsses, particularly its minerals business, are subject 1o exlensive
government regulations relating to the protection of the environment, including those
rulating o air and water qualily, solid and hazardous waste handling and disposal and
trine reclamation and closure. Although Boliden believes that its current provision for
mine reclamation and mine closure costs as well as its current estimates for total mine
reclamation and mine closure costs are reasonable there can be no assurance tha thaey
will not prove inadequate lor various reasons. (Prospecie. at page 80)

6. ‘the Prospectus also contained the following explicit disclosure with respect fo the uncertmintics
herent i1 the forward-looking statements contained i the Prospectus:
Forwurd-Looking Stalements

The forward-tooking statements tiade in thiz prospectus are based on assumptions and
Judgments of management regarding fitare events and results. These assuruptions and
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Judgments may prove to be inaccurate a5 a esull of a number of factors, rany of which
are beyond the control of Boliden, and Boliden’s actual results may differ materially from
the results contemplared in such forward-looking staternents. The privcipal factors that
may negatively impact the accuracy of these statements are discussed above.
{Frospectus, at page 81)

THE ALLEGED MISREPRESENTATIONS

The Defendanis deny the allegation in paragraphs 36 and 37 of the Further Amended Statement
of Claira that the Prospectus did not constitute full, iruc and plain disclosure of all material facte
refating to the securities offered thercby and contained misrepresentations likely to affect the
value or market price of the securities to he distributed therchy, whether by way of omission or
positive mis-stalement, and plead and rely on the disclosure in the Prospectus, mcluding the

explicit disclosure referred to in parsgraphs 54, 55 and 56 above,

The Prospectus did not disclose the alleged material facls referred to in paragraphs 32 — 36,

inclugive, of the Further Amended Statement of Claim for the reasons described below,
(a) Alleged Tmproper Dam Construction and Maintenance

The alleged material fact referred to in paragraph 36(a) of the Further Amended Statement of
Claim (1o the effect that the tailings dam had not been properly constructed or maintained) was
not disciosed beeause this was not true, The dam failed because, unknown 1o the Defendants,
both Intecsa and Geocisa signiticantly over-gstimated the capacity of the blue marl formation to
bear the load exerted by the dam and the ponded tailings, not becausc of any improper

construction or maintenance.
() Alleged Warnings

The allezed matenal facts referred t in paragraph 36(b) of the Further Amended Statoment of

Clam (1o the effect that the Defendants had heen apprised that the tailings dam ways sufjering

[from construction defects) and in paragraph 36(c) of the Further Amended Statement of Claim o

the effect that Boliden Group executives had repearedly been advised of the stability problems
with ana ithe structural defects under the tailings dam, including written warnings provided in
1992 and 1993) were not disclosed because, exeept for the Aguilar and CEPA complaints and
warnings. both of which had been dismissed by the Spanish auwthorities. there were no such

lacts™.
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{c) Alleged 1997 Study

The alleged material fact referred to in paragraph 36(d) of the Further Amended Statement of
Claim (10 the effect thar Boliden had commissioned a study in 1997 by the same company that
had designed and constructed the tailings dam which confirmed “some of the problems” with the
tailings dam) was nol disclosed because this was not true. The reports received from Geocisa, the

designers of the 1996 taihings dam enlargement, had in fact all confirmed the stability of the dam.
(d) Seepage

The allezed material facts refermed to in paragraph 36(e) of the Further Amended Statement of
Claim (1o the effect that the tailings pond had experienced seepage problems in 1995 and 1996
and that these seepage problems had not been properly eorrected) were not disclosed becanse at
the time of the IPQ), most of the seepage was being captured and returned to the tailings pond, and
additional measures to capture and {reat the remainder were being implemented.  The Prospectus
did disclose that Apirsa was taking steps to control seepage and, in any event, secpage did not

cause or contribute to the failure of the tailings dam.

The alieged material fact referred 10 in paragraph 36(i) of the Further Amended Statement of
Claim (12 the effect that two “tailings pores” were observed to be "‘::nrcuﬂow'mg'f) was 1ot
disclosec because there were no such “facts™. Tor a short period of time in January 1996, the
volume of surface water run-off at the Aznalcéliar/Los Frailes operations exceeded the capacity
of severs]l small contaimment ponds and, as a result, ponded surface water overflowed mto the
Agrio River, Contrary to the allegation in paragraph 36(i), however, the drainage involved was

not “effluent™ and was not from the tailings pond,
{e) Aguilar complaint and warning

The alleged matenal facts referred to in paragraph 36(0) of the Further Amended Staiement of
Claim (re the effect that Aguilar had filed o formal complaint alleging tailings dum construction

deficieneies, insufficient compeaction of material on top of the wilings dam and continuous

filtering of material from the reilings pond) and in paragraph 36(sr) of the Further Amended

statement of Claim (o the effect thar Aguilar had warned of o risk of ratwral disasrer due to

sepage, poor consirpetion ged other defecrs) were not diselosed because the comnlaints hud
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been thoroughly investipated, the investigations had confirmed the stability and integrity of the

dam and the complaints had been dismissed,
)] Other

The Prospectus also did not disclosc the alleged material fact referred to in paragraph 36(h) of the
Further Amended Statement of Claim (¢o the effect that any natural disaster at the Los Frailes
mine would have especially serious consequences) because, at the date of the Prospectus, no such
disaster had occurred nor, based on the facts known to the Boliden Group and the Defendants,

was any such disaster likely to oceur.

The Prospectus also did not disclose the alleged material [act referred to in paragraph 36(j) of the
Further Amended Statement of Claim (1o the effect thar several Spanish scientists had warned
that Aznaledilar mine “residues” represented o “chemical time bomb™ for the Donafia National

Purk) beeause the Boliden Group and the Defendants had no such knowledge of such wamings.

In the allernative, if and to the extent that there is a factual basis in the allegations in paragraph 36
of the Further Amended Statement of Claim or any of them, which 1s not admitted and which is
specifically denied, in the context of a public offering of securities of the size of the IPQ, none of

such facts constituied, or could reasonably be construed as constituting, a material fact,
(g} Alleged Mis-statcments

The Defendants admn that the Prospeetus contained the statement as to the principal factors that
nught negatively impact the accuracy of the forward-looking statermernus in the Prospectus
referred 1 in parzgraph 35(2) of the Further Amended Statement of Claim. The Defendants deny
the allegation in paragraph 36 of the Further Amended Statement of Claim that such statement

constitued @ misrepresentation inasmuch as such statement was true and correct.

The Defendants admit that the Prospeclus contained the statemenils as o environmental
protection, zine production and Los Frailes production estimates and ore grades refoired to in
paragraphs 32, 33 and 34 of the Further Amended Statement of Claim. The Defendants deny the
allepations i paragraphs 36 and 37 of the Further Amended Statemoent of Claim that such

stalenents constituted misrepresentations masmuch as such stateraents were true and comrect.
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In the alternative, nonc of the facts discloscd in the statements referred to in paragraphs 32, 33
and 34 of the Further Amended Statement of Claim constituted, or could reasonably be construed
as constituting, a matenal (act and, accordingly, none of such statements could constitute a

misrepresentalion,
DUE DILIGENCE DEFENCE

As desenibed in paragraph 50 above, the preparation of the Prospectus involved active duc

diligence by the Individual Defendants.

The due diligence carried out by the Individual Defendants constituted a reasonable investigation
sulficient to provide teasonable grounds for a bhelief that' the Prospectus did not contain a
tmsrepresentation and each of the Individual Defendants teasonably believed that the Prospectus
did not contain a misrepresentation. The Individual Defendants specifically plead and rely upon
the following provisions of the Securities Taws and the due diligence defence afforded to them

thereuncder:

(1) Securities Act, RS.B.C. 1996, 418, 5.131(7);

() Securities Act, 3. 1981, ¢.5-6.1, 5.168(6);

{c) The Securities Act, 1988, 3.8 1988, ¢.8-42.2, 5,137(6);
{(d) Securities Act, R.S.M, 1988, ¢.550, 5.141;

() Yecuriries Act, RS0 1990, ¢.5.5, 5.130(3);

(f Securities Aor, RSN, 1989, ¢ 418, s.137(5);

(u Securities Act, RS.P.ETL 1988, ¢.5-3, 5.16(5); and

(M) Securities der, RSN, 1990, ¢.5-13, 5.130(3),

The Individual Defendunts acted with prudence and diligence with respect to the contents ol the
Prospectas and plead and rely on the provisions of section 22001) ol the Securitics At (Québec),

R.5.0Q. c.V-1.1,
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AFFIICABLE LAW

The law to be applied to each purchase of the securities sold in the IPO is the law of the

jurisdiction in which the purchase took place.

The Hrmatation period provisions contained in the Securities Laws of the Provinces of Alberta,
Saskatchewan, Manitoba, Québec, Prince Hdward Island, Nova Scotia and Newfoundland apply
and the claims of those plamntiffs who purchased the securities sold in the TPQ in these provinces

are time-barred.

In specific Tesponse to paragraphs 40 and 58 of the Further Amended Statement of Claim;

(a) the Securities Act (Québec) does not provide for deemed reliance by those plaintifis who

purchased the securities sold m the 1PO in Québec; and

(h) the plamtiffs did not in fact rely on the alleged misreprescntations and the Defendants put

the plaintiffs to the strict proof thereofl.

In specitic response to pamagraphs 41 and 39 of the Further Amended Statement of Clajm, the
Security Frauds Prevention Act (New Brunswick) does not provide the plaintiffs who purchased

the securilics sold in the IPO in New Brunswick with a right of action, either as alleged or at all.

To the extent that the claims made in the Further Amended Statement of Claim are made on
behalf of plaintiffs who purchased the securities sold in the IPO oulside of Canada. such
purchascs were made pursuant to cither the U.S. Prnvale Placement Memorandum or the
Internaticmal Prospectus and the Securitics Laws do not provide such plaintifts with a canse of

action.

To the extent that the clums made in the TFurther Amended Staterment of Claim are made on
hehzll of plaintitfs who purchased the sceurities sold i the 1PQ), either outside the penod of
distribution or distnibution to the public within the meaning of the Sceurities Laws or in the

sccondary market, the Securities Laws do not provide such plaintitfs with a cause of action,
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I. DAMAGES

80, If and to the ¢xient that the Prospectus contained any misrepresentations, which is not admitted
and which is specifically denied, the plaintiffs did not suffer any damages as a result thercof,

either as alleged or at all, and the Defendants put the plaintiffs to the strict proof thereof.

81. To the extent that the claims made in the Further Amended Stalement of Claim are made on
behalf of persons who purchased the securities sold in the IPO and who sold such secuyrities
before the failure of the Aznaledllar/Los Frailes tailings dam, without limiting the generality of
paragraph 80, if and 10 the extent that the Prospectus contained any mistepresentations, which is
not admirted and which is specifically denied, such persons did not suffer any dumages as 2 result

thereof, and the Defendants put the plamtiffs to the strict proof thercof,
'The Defendants request that this action be dismissed against them, with costs.

Dated this 14th day of September, 2002, BULL, HOUJSSER & TUPPER
Per:

,.1"", 7
Lty

Counsel for Boliden Iytnitcd, Trelleborg
International BV, mﬁcborg AB, Anders
Bulow, Jan Petter Traaholt, Kjell Nilsson,
Lars Olof Milsson and Robert K. McDermott

THIS STATEMENT OF DEFENCE is made and filed by Bull, Housser & Tupper, whose place of
business and address [or delivery 1s 3000 — 1055 West Georgia Street, Vancouver, B.C. V6E 3R3,
Attention: Elliott M, Mycrs. Telephone: 604.687-6575, Fax: 604.641-4949.
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