Indicadores Financieros Clave Consolidados

Cifras en millones de euros a menos que se indique 2016 2015 2014 2013 2012
otra cosa
Las ventas netas 1.391,2 1.360,1 1.389,1 1.521,0 1.612,4
crecimiento,% 2,3% -2,1 -8,7% -5,7% 10,7%
Margen operativo (EBITDA) 395,2 378,6 398,5 479,0 496,9
Depreciacién y amortizacion 84,7 82,6 89,8 93,5 81,9
Resultado empresarial (EBIT) 310,5 296,0 308,7 385,5 415,0
% de ventas netas 22,3% 21,8 22,2 25,3 25,7%
Beneficio antes de impuestos 298,7 2742 261,2 312,8 387.,7
% de ventas netas 21,5% 20,2% 18,8% 20,6% 24,0%
Rentabilidad sobre recursos propios, % 18,7% 19,6% 16,0% 13,0% 25,2%
Rendimiento del capital invertido, % 19,9% 20,3% 19,2% 21,8% 24,3%
Los activos totales 1.975,7 1.754,8 1.797,0 2.062,9 2.019,6
Deuda neta que devenga intereses -287.,4 -209,7 -164,6 -56,4 -65,2
Indice Patrimonio/Pasivo,% 73,8% 70,8% 67,5% 67,6% 71,2%
Endeudamiento,% -19,7% -16,9% -13,6 -4.1% -1,5%
Caja neta de actividades operativas 364,4 2834 323,4 317.,6 388,7
Inversiones realizadas 105,6 101,7 80,6 125,6 209,2
% de ventas netas 7,6% 7,5% 5,8% 8,3% 13,0%
Gastoen |+ D 20,3 18,7 16,6 16,1 16,9
% de ventas netas 1,5% 1,1 1,2 1,1% 1,0%
Dividendos (propuestos) 208.,0 202,0 193,5 193,3 191,9

Personal, promedio durante el afio 4.433 4.421 4.272 4.194 4.083



Cuenta de Peérdidas y Ganancias ejercicio 2016

Millones de euros | 1.1.-31.12. Notas 2016 2015 Millones de euros | 1.1.-31.12. Notas 2016 2015
OTROS INGRESOS INTEGRALES
Las ventas netas (1) 1.391,2 1.360,1 CONSOLIDADOS
El coste de ventas (3)(B)(7) -724,2 -733,7
Resultado para el periodo 251,8 240,7
Beneficio bruto Otro ingreso integral, elementos que pueden
667,0 626,4 ser reclasificados posteriormente a pérdidas
y ganancias, neto de impuestos
Otro ingreso operativo Ganancias / Pérdidas de cobertura de
(4) 3,9 e S (10)
inversion neta
Gastos de venta y comercializacién (6)(7) -267,6 -256,2  en operaciones extranjeras 0,0 0,0
Gastos administrativos (6)(7) -49.4 -35,3 Coberturas de flujo de efectivo (10) -0,3 -0,3
Otros gastos operacionales Diferencias de cambio en operaciones
(5)(6)(7) -43,4 -42.6 extranjeras 121,8 -55,2
Tot'al de otros res_ultados integrales del 121.6 55,5
periodo, neto de impuestos
Beneficio operativo 310,5 296,0
Total de ingresos integrales para el periodo 373,4 185,2
Ingresos financieros (8) 140,1 200,9
Gastos financieros (9) -151,8 -222,7 Total de ingresos integrales atribuibles a:
Titulares de patrimonio neto de la dominante 373,4 185,2
Beneficio antes de impuestos 298,7 274,2 Interes no controlado ) )
Gasto de impuestos (10) -46,9 -33,5
Ber}eflmo después de impuestos para el 2518 2407
periodo
Atribuible a:
T|tulf'=1res de patrimonio neto de la 251.8 240.7
dominante
Interes no controlado - -
Ganancias por acciéon (EPS) por el
beneficio atribuible
de patrimonio neto de la dominante (11)
Basico, euros 1,87 1,80
Diluido, euros 1,86 1,80



Balance de situacion a 31 de diciembre de 2016

Millones de euros | 31.12. Notas 2016 2015 Millones de euros | 31.12. Notas 2016 2015
PATRIMONIO Y RESPONSABILIDADES
BIENES
Patrimonio atribuible al patrimonio neto (22)(23)
de la dominante
Activos no corrientes Capital social 25,4 25,4
Propiedad, planta y equipo (12)(13) 542,3 485,0 Prima de emisién 181,4 181,4
Fondo de comercio (2)(14) 86,5 79,2 Acciones del tesoro -6,7 -8,6
Otros activos intangibles (14) 37,1 19,4 Reserva de cambio -264,1 -385,9
Inversiones en asociadas (16) 0,1 0,1 Valor razonable y reservas de cobertura -3,1 -2,9
Disponible para venta de activos (16) 0,7 0,3 Reserva de capital sin restricciones 168,9 133,0
financieros pagada
Otros ingresos (15)(17) 10,4 8,8 Ganancias retenidas 1.356,6 1.299,2
Los activos por impuestos diferidos (18) 12,4 7,5 1.458,4 1.241,6
689,5 600,2
Activos circulantes Interes no controlado - -
Inventarios (19) 304,3 271,3 Patrimonio neto total 1.458,4 1.241,6
Comerciales y otras cuentas a cobrar (20)(29) 452,6 441 1
Activos fiscales actuales 16,1 13,0 Pasivo
Efectivo y equivalentes de efectivo (21) 513,2 429,3 Pasivos no corrientes (24)
1.286,2 1.154,6 Pasivos por impuestos diferidos (18) 50.6 25,7
Los activos totales (1) 1.975,7 1.754,8 Provisiones (25) 0,1 0,5
Pasivos financieros que devengan (26)(27)(29) 137,0 199,7
intereses
Otros pasivos 1,0 2,1
188,8 228,0
Pasivo circulante
Comerciales y otras cuentas a pagar (28) 219,4 2424
Pasivos fiscales actuales 16,8 20,0
Provisiones (25) 3,5 2,8
Pasivos financieros que devengan (26)(27)(29) 88,8 19,9
intereses
328,5 285,1
Responsabilidad total (1) 517,2 513,2
Total patrimonio y pasivos 1.975,7 1.754,8

Los cambios en el capital de trabajo neto derivado de las actividades operativas estan

cubiertos en parte por un programa comercial nacional de 350 millones de euros.
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Nokian Tyres 2007-2016

Figures in EUR million unless otherwise indicated 2016 2015 2014 2013 2012 2011 2010 2009 2008 2007

Consolidated key
financial indicators Net sales 1,391.2  1,360.1 1,389.1 1,521.0 1,612.4 1,456.8 1,058.1  798.5 1,080.9 1,025.0
growth, % 2.3% -2.1% -8.7% -5.7% 10.7% 37.7%  32.5%  -26.1% 55%  22.6%
Operating margin (EBITDA) 395.2 378.6 398.5 479.0 496.9 451.7 291.5 164.0 3031 2811
Depreciation and amortisation 84.7 82.6 89.8 93.5 81.9 71.6 69.4 61.9 56.2 471
Operating profit (EBIT) 310.5 296.0 308.7 385.5 415.0 380.1 222.2 102.0 247.0 234.0
% of net sales 22.3% 21.8% 22.2% 25.3% 25.7% 26.1% 21.0% 12.8%  22.8% 22.8%
Profit before tax 298.7 274.2 261.2 312.8 3877 359.2 208.8 73.5 173.8 213.8
% of net sales 21.5% 20.2% 18.8% 20.6% 24.0% 24.7% 19.7% 9.2% 16.1% 20.9%
Return on equity, % 18.7% 19.6% 16.0% 13.0%  25.2% 29.1% 20.0% 7.6% 18.8% 26.6%
Return on capital employed, % 19.9%  203%  19.2%  21.8%  24.3%  27.4%  19.9% 9.4%  22.9%  27.8%
Total assets 1,975.7 1,754.8 1,797.0 12,0629 2,019.6 18759 1,371.6 1,2219 1,420.4 1,155.4
Interest-bearing net debt -287.4  -209.7  -164.6 -56.4 -65.2 -3.6 0.7 263.7 319.0 102.0
Equity ratio, % 73.8%  70.8% 67.5% 67.6%  71.2%  63.2%  68.4%  62.0% 54.8% 61.8%
Gearing, % -19.7%  -16.9%  -13.6% -4.1% -4.5% -0.3% 01%  34.8%  41.0% 14.3%
Net cash from operating activities 364.4 283.4 323.4 317.6 388.7 232.9 327.2 194.2 18.4 169.9
Capital expenditure 105.6 101.7 80.6 125.6 209.2 161.7 50.5 86.5 181.2 1171
% of net sales 7.6% 7.5% 5.8% 8.3% 13.0% 11.1% 4.8% 10.8% 16.8% 11.4%
R&D expenditure 20.3 18.7 16.6 16.1 16.9 151 12.7 12.0 12.5 11.5
% of net sales 1.5% 1.4% 1.2% 1.1% 1.0% 1.0% 1.2% 1.5% 1.2% 1.1%
Dividends (proposal) 208.0 202.0 193.5 193.3 191.9 156.6 83.8 50.7 49.9 62.3
Personnel, average during the year 4,433 4,421 4,272 4,194 4,083 3,866 3,338 3,503 3,812 3,462

Per share data Figures in EUR million unless otherwise indicated 2016 2015 2014 2013 2012 201 2010 2009 2008 2007

Earnings per share, EUR 1.87 1.80 1.56 1.39 2.52 2.39 1.34 0.47 112 1.37
growth, % 3.6% 15.1% 12.9% -45.0% 54%  78.7% 186.9% -58.4% -18.3% 55.7%
Earnings per share (diluted), EUR 1.86 1.80 1.56 1.39 2.46 2.32 1.32 0.49 110 1.31
growth, % 3.2% 15.0% 12.9%  -43.5% 58%  75.8% 168.2% -55.4% -15.6%  52.6%
Cash flow per share, EUR 2.70 2.12 2.43 2.39 2.96 1.80 2.58 1.56 0.15 1.38
growth, % 27.4% -12.7% 1.4% -19.2%  64.2% -30.1% 66.0% 953.2% -89.3% 57.7%
Dividend per share, EUR (proposal) 1.53 1.50 1.45 1.45 1.45 1.20 0.65 0.40 0.40 0.50
Dividend pay out ratio, % (proposal) 82.6% 83.9% 92.9% 105.2% 58.0% 50.7% 49.4% 87.0% 35.7% 36.9%
Equity per share, EUR 10.75 9.24 9.07 10.45 10.89 9.15 7.34 6.07 6.20 5.76
P/E ratio 19.0 18.4 13.0 25.2 11.9 10.4 20.5 36.4 7.0 17.5
Dividend yield, % (proposal) 4.3% 4.5% 7.1% 4.2% 4.8% 4.8% 2.4% 2.4% 5.1% 2.1%
Market capitalisation 31 December 4,805.7 4,448.3 2,702.0 4,6477 39719 3,224.7 3,505.4 2,122.5 987.5 2,974.9
Adjusted number of shares during the year average,
million units 134.86 133.63  133.16  132.65 131.24 12912 126.75 124.85 124.61  122.95
diluted, million units 135.56 133.74 13510 13762 13739 13570 13296 129.76 131.47 129.09
Number of shares 31 December, million units 135.68 13439 13317 133.29 13196 129.61 127.70 124.85 124.85 123.70
Number of shares entitled to a dividend, million units 13593  134.69 133.47 13334 13232 130.50 128.85 126.69 124.85 124.63
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Nokian Tyres 2007-2016

Consolidated key Definitions
financial indicators

Return on equity, % = Profit for the period x 100
Total equity (average)

Return on capital employed, % = Profit before tax + interest and other financial expenses x 100
Total assets - non-interest-bearing debt (average)

Equity ratio, % = Total equity x 100
Total assets - advances received

Gearing, % = Interest-bearing net debt x 100
Total equity

Earnings per share, EUR = Profit for the period attributable to the equity holders of the parent
Average adjusted number of shares’ during the year

Earnings per share (diluted?), EUR = Profit for the period attributable to the equity holders of the parent
Average adjusted and diluted? number’ of shares during the year

Cash flow per share, EUR = Cash flow from operations
Average adjusted number of shares’ during the year

Dividend per share, EUR = Dividend for the year
Number of shares entitled to a dividend

Dividend pay-out ratio, % = Dividend for the year x 100
Net profit

Equity per share, EUR = Equity attributable to equity holders of the parent
Adjusted number of shares’ on the balance sheet date

P/E ratio = Share price, 31 December
Earnings per share

Dividend yield, % = Dividend per share
Share price, 31 December

" without treasury shares
2 the share options affect the dilution as the average share market price for the financial year exceeds the defined subscription price
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Report by the Board of Directors 2016

Report by the Board of Directors 2016

Nokian Tyres’ net sales increased by 2.3% to EUR 1,391.2 million
(1,360.1in 2015). Currency exchange rate changes affected net sales
negatively by EUR 29.9 million compared with the rates in 2015.

Operating profitincreased by 4.9% to EUR 310.5 million (296.0).
Operating profit percentage was 22.3% (21.8%).

The profit for the period increased by 4.6% to EUR 251.8 million
(240.7). The net effect of the Finnish Tax Authorities’ tax decisions
related to the 2007-2010 tax dispute was positive by EUR 4.9 million
for the full financial year 2016. The tax dispute for 2007-2010 is
thoroughly described in the section “Tax rate”.

Earnings per share were EUR 1.87 (1.80).

Cash flow from operating activities was EUR 364.4 million (283.4),
which was affected by the payment of EUR 51.0 million in additional
taxes with punitive tax increases and interest concerning the tax years
2007-2010. The company paid the amount in January 2016.

The Board of Directors proposes a dividend of EUR 1.53 (1.50)
per share.

Andrei Pantioukhov, Interim President and CEO:

“In 2016, Nokian Tyres demonstrated strong performance in all its
main market areas despite quite challenging market environment. Our
net sales and profitability improved, along with the market shares.

The fourth quarter exceeded our expectations. Sales in all our
main markets increased compared to the same period in the previous
year. Russia was the biggest contributor to the growth in sales in Q4 -
for the first time in a few years. The first encouraging signals that we
reported in connection with the Q3 results continued to come from
Russia. Russia’s economy and consumer markets continue to gradually
stabilize, but we expect the growth in 2017 to be moderate.

The winter season started early and continued strongly, especially
in CE, the Nordic countries and Russia. We have succeeded in improving
our market share in our target areas despite all the challenges,
especially in Russia and Central Europe. Our overall performance in
the fourth quarter was excellent, and led to a strong full-year result.

Our production volumes were higher than last year, and
productivity continued to develop positively. Raw material costs
started to increase, as forecasted. We estimate that the raw material
costs will increase by approximately 15-20% for the full year 2017 vs.
2016. This development will definitely lead to price increases in the
whole industry. We have already started to implement the necessary

price increases in order to maintain our profitability.

The cash flow from operating activities was EUR 81 million
better than last year. Investments in 2016 amounted to EUR 105.6
million. Profitability was weakened by bad debt provisions of
EUR 18.6 million, most of which related to customer bankruptcies
originated in year 2015 in Russia (EUR 16.9 million). However, the
collection rate of 2016 current receivables in Russia was 100%.

The fourth quarter net sales in Passenger car tyres went up
from last year, and so did the operating profit. ASP decreased only
slightly this quarter, mainly due to currency effects. In Heavy Tyres,
we continued making the necessary investments for the future. Net
sales and operating profit were practically flat year-over-year.

Vianor’s net sales increased slightly, but profitability was
below the targeted level driven by operational challenges and
non-recurrent items (ICT development project write-offs). In order
for Vianor to achieve a positive result, a comprehensive profit
improvement program will be launched in 2017. The growth of our
distribution network was positive, despite large-scale tyre shop
closures in Russia caused by difficult economic situation in Russia.
The number of Vianor, NAD, and N-Tyre outlets in our network grew
by 286 in 2016. Currently, the network includes 3,102 stores in total.

We launched top quality products during 2016, and our products
continued to perform very well in magazine tests. The new flagship
products for our winter tyre range, the Nokian Hakkapeliitta 9
and Nokian Hakkapeliitta 9 SUV, along with new value-for-money
products Nokian Nordman 7 and Nokian Nordman 7 SUV, will make
our product portfolio even stronger.

Nokian Tyres is in great shape, and 1 am proud to be the interim
President & CEO to lead the company forward. High customer
satisfaction, an engaged organization, and the upcoming flow
of new world’s safest tyres create an excellent ground for future
growth. In 2017, we expect net sales and operating profit to grow
by at least 5% compared to 2016.”

Market situation

The global recovery continues. As we enter 2017, all regions are
showing positive development. In 2017 and 2018, the rate of growth
is estimated to be slightly higher than in previous years. It is estimated
that the global GDP will grow by 3.3% in 2017 (3.1% in 2016). The GDP
growth estimates for the Nordic countries are from +1.0% to +2.3%,
for Europe (including the Nordics) +1.3%, and for the US +2.1%. In
Russia, the GDP is estimated to grow by approximately 1%.

Net sales, operating profit and
operating profit%

EUR million Operating profitoo
2,000 50

0

12 13 14 15 16

MiNet sales M Operating profit == Operating profit%

2012 2013 2014 2015 ‘ 2016

Net sales 16124 1,521.0 1,389.1 1,360.1 | 1,391.2
Operating profit 4150 3855 3087 296.0| 310.5
Operating profit% 25.7 253 22.2 21.8 223

Profit before tax

EUR million
400

® 1213 14 15 16

2012 2013 2014 2015‘ 2016

EUR million 3877 312.8 261.2 274‘2‘ 298.7
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Report by the Board of Directors 2016

In Europe, the sales of new cars increased in 2016 by 7% year-
over-year. Car tyre sell-in to distributors was up 2% year-over-year,
with winter tyre demand increasing by 3%. Overall, tyre demand
is estimated to grow slightly year-over-year in Central Europe in
2017. Rapidly growing raw materials costs will force the global tyre
industry to increase prices in 2017.

In the Nordic countries, new car sales increased in 2016 by 7%
year-over-year. The market volume of car tyres was flat year-over-
year. For the full year of 2017, car tyre demand is estimated to remain
at the same level year-over-year.

In the US, the estimated new car sales were up by 0.6% in
2016 vs. 2015. The market volume of car tyres was up by 1.4% year-
over-year. However, demand for winter tyres decreased. For the
full year of 2017, car tyre demand is estimated to increase slightly
year-over-year.

Russia’s economic decline has slowed down but has not turned
into growth yet. The economy continued to stabilize. The Russian
consumers’ confidence and purchasing power continued to gradually
improve, but still remain at a low level. The sales of new cars in 2016
continued to decrease: the whole year showed a decline of 11% and
December was down by 1% vs. the same period last year. In 2017,
the new car market is expected to return to growth. For the whole
year 2017, the new car sales is expected to grow in the range of
5-10% vs. 2016. The total replacement tyre market sell-in in Russia
declined in 2016 by approximately 5%. In 2017, the tyre market is
expected to grow by 5-10% vs. 2016.

The global demand for special heavy tyres continued to vary
strongly between products and market areas in 2016. OE forestry
tyre demand remained strong. The increased use of wood and the
good profitability of pulp manufacturers will also support forestry
machine and tyre demand during the following quarters.

In 2016, the sell-in of premium truck tyres was up by 3% in
Europe, while in the Nordic countries demand was down by 3%.
In Russia, the demand for premium truck tyres increased by 33%
compared to 2015. Truck tyre demand in 2017 is estimated to show
some increase or to remain at the same level as in the previous
year in all of Nokian Tyres” western markets; in Russia, demand is
showing some positive signals.

In 2016, the global GDP is estimated to have grown by 3.1%.
The GDP growth estimates for Nordic countries were 0.8 - 3.2%,
and for Europe (including Nordics) the estimate was 1.6%. The GDP
in USA grew by 1.6%. In Russia, the GDP declined by 0.6% in 2016.

Raw materials

Nokian Tyres’ raw material costs (EUR/kg) were down by 5.3%
in 2016 year-over-year. The raw material costs are estimated to
increase by approximately 15-20% in the full year of 2017, providing
a headwind of approximately EUR 40-55 million versus 2016.

Review January-December 2016

Nokian Tyres Group recorded net sales of EUR 1,391.2 million (2015:
1,360.1; 2014: 1,389.1), with an increase of 2.3% compared with
2015. Currency exchange rates affected net sales negatively by
EUR 29.9 million. In the Nordic countries, sales increased by 1.8%
and represented 43.1% (43.5%) of the Group’s total sales. In Russia
and (IS, consolidated sales were down by 3.6% and formed 16.0%
(17.1%) of the Group’s total sales. In Other Europe, sales increased
by 13.5% and represented 29.3% (26.5%) of the Group’s total sales.
In North America, sales decreased by 8.3% and were 10.8% (12.1%)
of the Group’s total sales.

Sales of Passenger Car Tyres were up by 3.1%, representing
66.7% (66.3%) of the Group’s total sales. Heavy Tyres’ sales remained
at the same level year-over-year and were 10.6% (10.8%) of the
Group’s total sales. Vianor’s sales increased by 2.2%, forming 22.8%
(22.8%) of the Group’s total sales.

The raw material costs (EUR/kg) in manufacturing decreased
by 5.3% year-over-year. Fixed costs amounted to EUR 431.0 million
(403.8), thereby accounting for 31.0% (29.7%) of net sales. Total
salaries and wages were EUR 197.6 million (2015: 197.1; 2014: 195.4).

Nokian Tyres Group’s operating profit amounted to EUR
310.5 million (2015: 296.0; 2014: 308.7), with an increase of 4.9%
compared with 2015. The operating profit was negatively affected
by the IFRS 2-compliant accrual for share option and performance
share plans of EUR 15.0 million (9.1) and expensed credit losses
and provisions of EUR 18.6 million (17.7), most of which related to
customer bankruptcies in year 2015 in Russia (EUR 16.9 million).
Operating profit percentage was 22.3% (2015: 21.8%; 2014: 22.2%).

Net financial expenses were EUR 11.8 million (21.8). Net interest
expenses were EUR 8.0 million (10.7). In Q3/2015, financial expenses
included a EUR 2.7 million premium related to Nokian Tyres’ voluntary
buy-back of a company bond maturing in 2017 amounting to EUR
62.3 million. In Q1/2015, the financial expenses were adjusted with a
EUR 20.2 million reversal of interest on back tax as the reassessment
decisions on the years 2007-2010 were annulled and returned to

Earnings per share

12 13 14 15 16

2012 2013 2014 2015‘ 2016

252 139 156 1.80‘ 1.87
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Report by the Board of Directors 2016

the Tax Administration for reprocessing. In Q4,/2015, net interest
expenses included EUR 19.2 million in penalty interest based on
the renewed reassessment decisions from the Tax Administration
received in December 2015 and January 2016. The net effect of the
above described tax decisions was EUR 1.0 million positive for the full
financial year 2015. Net financial expenses include EUR 3.8 million
loss (11.1 loss) in exchange rate differences.

Profit before tax was EUR 298.7 million (274.2). The profit for
the period amounted to EUR 251.8 million (240.7), and the EPS
were EUR 1.87 (1.80). In Q1/2015, the tax expense was adjusted
by EUR 80.1 million as the tax reassessment decisions for the years
2007-2010 were annulled and returned to the Tax Administration
for reprocessing. In Q4/2015, the tax expense was again adjusted
by EUR 74.9 million based on the renewed reassessment decisions
received in December 2015 and January 2016. In total in Q1/2015,
based on the annulment decision made by the Board of Adjustment
of Finnish Tax Administration, the company returned total additional
taxes and punitive interest of EUR 100.3 million to the financial result,
and in Q4/2015, based on the renewed reassessment decisions, the
company recorded total additional taxes and punitive interest of
EUR 94.1 million to the financial result. The net effect of the above
described tax decisions was EUR 6.2 million positive for the full
financial year 2015. In Q4/2016, taxes were again decreased by
EUR 4.9 million according to the decision of the Board of Adjustment
in November 2016. Tax disputes are thoroughly described in the
section “Tax rate”. Excluding the tax decisions, the profit for the
period increased by 5.3% compared to 2015.

Return on equity was 18.7% (2015: 19.6%; 2014: 16.0%). Cash
flow from operating activities, EUR 364.4 million (283.4), was affected
by the payment of EUR 51.0 million in additional taxes with punitive
tax increases and interest concerning the tax years 2007-2010. The
company paid the amount in January 2016. The company received the
reassessment decisions of EUR 94.1 million in December 2015 and in
January 2016. Previously, the Tax Administration had already set off EUR
43.1 million of the amount despite the stay of execution. In Q4/2016,
the Tax Administration in turn returned EUR 4.9 million according to the
decision of the Board of Adjustment in November 2016.

In 2016 the Group employed, on average, 4,433 (2015: 4,421;
2014: 4,272) people, and 4,392 (2015: 4,389; 2014: 4,204) at the
end of the review period. In Finland, the Group employed 1,616
(2015: 1,732; 2014: 1,657) people at the end of the review period,
and 1,368 (2015: 1,327; 2014: 1,326) people in Russia. The equity-

owned Vianor tyre retail chain employed 1,742 (2015: 1,681; 2014:
1,508) people at the end of the review period.

Research & Development

The goal of Nokian Tyres is for new products to account for at
least 25% of annual net sales. The development of a brand-new
passenger car tyre takes 2 to 4 years. Approximately one half of
R&D investments are allocated to product testing. Nokian Tyres’
R&D costs in 2016 totalled approximately EUR 20.3 million (2015:
18.7; 2014: 16.6), which is 1.5% (2015: 1.4%; 2014: 1.2%) of the
Group’s net sales.

Investments

Investments in the review period amounted to EUR 105.6 million
(101.7). This comprises production investments in the Russian
and Finnish factories, molds for new products, ICT and process
development projects and the Vianor expansion projects.

Financial position on December 31, 2016

The gearing ratio was -19.7% (-16.9%). Interest-bearing net debt
amounted to EUR -287.4 million (-209.7). Equity ratio was 73.8%
(2015: 70.8%; 2014: 67.5%).

The Group's interest-bearing liabilities totaled EUR 225.8 million
(219.6), of which the current interest-bearing liabilities amounted to
EUR 88.8 million (19.9). The average interest rate for interest-bearing
liabilities was 3.1% (3.2%). Cash and cash equivalents amounted to
EUR 513.2 million (429.3).

At the end of the review period, the company had unused
credit limits amounting to EUR 508.7 million (508.7), of which EUR
155.7 million (155.7) were committed. The current credit limits and
the commercial paper program are used to finance inventories,
trade receivables and subsidiaries in distribution chains, thereby
controlling the typical seasonality in the Group’s cash flow.

The Group’s total comprehensive income was positively
affected by translation differences for foreign operations by EUR
121.8 million (-55.2). The total comprehensive income for the period
amounted to EUR 373.4 million (185.2).

Tax rate

Dispute concerning 2007-2010

In April 2015, the Board of Adjustment of the Finnish Tax
Administration annulled the reassessment decision from the Tax
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Administration, according to which the Company was obliged to
pay EUR 100.3 million in additional taxes with punitive tax increases
and interest concerning the tax years 2007-2010, and returned
the matter to the Tax Administration for reprocessing. According
to the Board of Adjustment, the Tax Administration neglected the
obligation to hear the taxpayer. Because of the procedural fault
by the Tax Administration, the Board of Adjustment annulled the
decision without considering the actual substance of the matter.

The Company returned the 2007-2010 total additional taxes of
EUR 100.3 million in full to the financial statement and result for the
first quarter of 2015. The Company had recorded the same amounts
as expenses in full in the financial statement and result for 2013.

In December 2015 and January 2016, the Company received
renewed reassessment decisions from the Tax Administration,
according to which the Company was obliged to pay EUR 94.1
million in additional taxes with punitive tax increases and interest
concerning the tax years 2007-2010. The company paid the amount
inJanuary 2016. The total sum demanded by the tax authorities was
EUR 94.1 million, of which EUR 62.8 million were additional taxes
and EUR 31.3 million were punitive tax increases and interest. The
Company considers the decision unfounded and appealed against
it by filing a claim with the Board of Adjustment.

Based on the renewed reassessment decisions, the Company
has recorded the total additional taxes of EUR 94.1 million as
expenses in full in the financial statement and result for 2015.

In November 2016, the Company announced that The Board
of Adjustment of the Finnish Tax Administration held in force the
reassessment decision from the Tax Administration related to
additional taxes of EUR 62.8 million, but decreased the amount of
punitive tax increases and interests from EUR 31.3 million to EUR 26.4
million concerning the tax years 2007-2010. The Company considers
the decision unfounded and appealed against it by filing a claim with
the Administrative Court.

The reassessment decision regarding the year 2011 has not
been received yet, and the later years have not been tax audited
by the Finnish Tax Administration.

Dispute concerning the US subsidiary 2008-2012

Nokian Tyres U.S. Finance Oy, a subsidiary of Nokian Tyres plc
(ownership: 100% of the shares), received a reassessment decision
from the Finnish Tax Administration, according to which the company
is obliged to pay EUR 11.0 million in additional taxes with punitive

tax increases and interest concerning the tax years 2008 to 2012.
EUR 7.9 million of this are additional taxes and EUR 3.1 million are
punitive tax increases and interest. The company recorded them in
full in the financial statement and result for Q1/2014.

The Large Taxpayers’ Office carried out a tax audit concerning
the Finnish Business Tax Act, where the Tax Administration raised an
issue about the restructuring of the sales company and acquisitions
by Nokian Tyres Group in North America, completely ignoring the
business rationale and corresponding precedent rulings presented
by the company.

Nokian Tyres U.S. Finance Oy considered the reassessment
decision of the Tax Administration unfounded and filed a claim for
rectification with the Board of Adjustment. If necessary, the company
will continue the appeal process in the Administrative Court.

Tax rate outcome and estimate
The Group’s tax rate was 15.7% in the review period; and 17.4%
excluding the decrease of the punitive tax increases and interests
in 2016. In 2015, the tax rate was 12.2%, and 14.2% excluding
the additional taxes in 2015. The tax rate is positively affected by
tax incentives in Russia for current investments and further future
investments. The latest agreed tax benefits and incentives for the
factory came into force at the beginning of 2013 and, for the sales
company, these were renewed in August 2016. The agreements will
extend the benefits and incentives until approximately 2020. Due
to the renewed agreement and changes in Russia’s legislation, the
estimate for the Group’s tax rate is expected to be 19% for 2017-2019.
The tax rate in the coming years will depend on the timetable
and final outcome of the ongoing back tax disputes with the Finnish
Tax Administration. The Group’s corporate annual tax rate may rise
as a result of these cases.

BUSINESS UNIT REVIEWS

Passenger Car Tyres

Net sales of Nokian Passenger Car Tyres totaled EUR 981.1 million
(951.5) in 2016, up by 3.1% year-over-year. Operating profit was EUR
305.8 million (285.5). Operating profit percentage was 31.2% (30.0%).

Net sales increased slightly during the review period, mainly
due to the increased sales in Other Europe. In 2016, net sales in
Russia and North America declined and in the Nordic countries
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remained at the same level year-over-year. In Q4, sales increased
especially in Russia. The winter season was good, especially in
Other Europe, the Nordic countries and Russia. In most countries,
the volumes were up. In Europe, the trend of sales shifting towards
the consumer season has continued. Nokian Tyres’ summer tyre sales
continued to increase in all key markets.

In 2016, the Average Selling Price in euros decreased slightly
mainly due to currency impacts. The share of winter tyres in the
sales mix was 67% (71%), the share of summer tyres was 24%
(21%) and the share of All-Season tyres was 9% (8%). Some price
reductions have taken place in a few countries, which reflects the
tight competitive situation and reductions in material costs partly
passing through to tyre prices. Pricing environment during 2016 was
tight, but shifted towards more neutral towards the end of the year
due to increasing raw material prices.

Raw material costs (€/kg) were down by 5.3% year-over-year,
which, together with improved productivity, supported the margins.

Nokian Tyres succeeded in the winter tyre tests once again, with
several car magazine test victories all over the world. The summer
tyre range also won several car magazine tests. Read more: www.
nokiantyres.com/test-success/. A flow of product launches with new
innovations - improving safety, comfort and eco-friendly driving -
continued in the review period. For example, the Nokian Hakka Blue
2 summer tyre for Nordic countries and Russia, Nokian Rockproof -
a strong special tyre, Nokian zLine all season for North American
markets as well as Nokian iLine and Nokian eLine 2 for CE were
introduced during the review period.

In the review period, the capacity utilization increased year-
over-year, and the production output (pcs) increased by 5%.
Productivity (kg/mh) improved by 3% year-over-year. In 2016, 86%
(81%) of Nokian passenger car tyres (pcs) were manufactured at
the Russian factory.

Heavy Tyres

Net sales of Nokian Heavy Tyres totaled EUR 155.3 million (155.3) in
2016, remaining at the same level year-over-year. Operating profit was
EUR 28.2 million (28.7). Operating profit percentage was 18.2% (18.5%).

In the Western markets, demand was moderate in most of
Nokian Heavy Tyres’ core product groups. Sales of forestry tyres were
strong. Sales remained at a good level in the Nordic countries and
increased in Russia. In Other Europe, sales declined due to decreased

Agri sales. In North America sales decreased slightly. Especially new
product sales developed well. The operating profit decreased slightly
year-over-year due to the decreased average selling prices and
higher level of marketing activities. The raw material cost savings
in the beginning of the year supported full year profitability.

In 2016, the Average Selling Price decreased year-over-year
due to a challenging pricing environment, a bigger share of OE sales,
and the product mix. During the review period, sales volumes of the
company’s own production increased year-over-year. Productivity
increased.

Production output (metric tons) increased vs. 2015, and
continuous investments into production technology improved
productivity.

Vianor

Equity-owned operations

Net sales totaled EUR 334.8 million (327.6) in 2016, up by 2.2% year-
over-year. Operating profit was EUR -8.1 million (-1.9). Operating
profit percentage was -2.4% (-0.6%). Excluding non-recurring items:
Operating profit EUR -4.5 million, operating profit percentage -1.3%.
Non-recurring items amounting to EUR 3.6 million include the write-
off of ICT development projects.

In 2016, Net sales increased in the Nordic countries year-over-
year. Service sales increased by 4.1%. Retail sales accounted for 51%
of Vianor’s total sales. In Q4/2016, the retail business environment
was very challenging. In order for Vianor to achieve a positive result,
a comprehensive profit improvement program will be launched in
2017 focusing on service sales development, pricing management,
retail structure optimization, and cost reduction.

Vianor outlets are being developed towards one-stop shops,
where the customer can get tyres, tyre services and car services. At
the end of the review period, Vianor had 212 (198) equity-owned
stores in Finland, Sweden, Norway, USA, Switzerland, and Russia.

Retail network operations
Nokian Tyres’ retail network includes Vianor’s equity-owned chain,
Vianor’s partner chains, Nokian Tyres Authorized Dealers (NAD), and
N-Tyre.

In Nokian Tyres” key markets, the total number of Vianor outlets
increased by 26 stores during 2016 (equity +14, partner +12). At
the end of the review period, the Vianor network comprised 1,501
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stores in total, of which 1,289 were partners. Vianor operates in
27 countries; most extensively in the Nordic countries, Russia, and
Ukraine. The expansion of the partner network will continue.

A softer partner model, Nokian Tyres Authorized Dealers (NAD),
has expanded in the review period by 242 stores and comprises 1,481
stores under contract in 19 European countries and China. N-Tyre, a
Nokian Tyres partner network, is operating with 120 stores in Russia
and the IS, and it has expanded in the review period by 18 stores.

OTHER MATTERS

1. Stock options on the Nasdaq Helsinki Stock Exchange

The total number of stock options 2010C was 1,340,000. Each stock
option 2010C entitled its holder to subscribe to one share in Nokian
Tyres plc. The shares were subscribed with the stock options 2010C
during the period of May 1, 2014 to May 31, 2016.

The total number of stock options 2013A is 1,150,000. Each stock
option 2013A entitles its holder to subscribe to one share in Nokian Tyres
plc. The shares can be subscribed with the stock options 2013A during
the period of May 1, 2015 to May 31, 2017. The present share subscription
price with stock options 2013A is EUR 27.86/share. The dividends payable
annually are deducted from the share subscription price.

The total number of stock options 2013B is 1,150,000. Each stock
option 2013B entitles its holder to subscribe to one share in Nokian Tyres
plc. The shares can be subscribed with the stock options 2013B during
the period of May 1, 2016 to May 31, 2018. The present share subscription
price with stock options 2013B is EUR 26.59/share. The dividends payable
annually are deducted from the share subscription price.

2. Shares subscribed with option rights

After the new shares were registered on December 22, 2015, a
total of 40 Nokian Tyres plc’s shares were subscribed with the
2010C option rights. These option rights are attached to Nokian
Tyres plc’s Option Program of 2010. The new shares were registered
into the Trade Register on May 16, 2016, as of which date the new
shares established shareholder rights. The share capital will not
increase with the subscriptions made by 2010 option rights. The
entire subscription price of EUR 1,238.00 was entered in the invested
unrestricted equity reserve. As a result of the share subscriptions, the
number of Nokian Tyres plc shares increased to 134,691,214 shares.
The shares have been traded on Nasdaq Helsinki together with the
old shares since May 17, 2016.

After the new shares were registered on May 16, 2016, a total
of 1,219,996 Nokian Tyres plc’s shares were subscribed with the
2010C option rights, a total of 40 shares with the 2013A option
rights and a total of 145 shares with the 2013B option rights. These
option rights are attached to Nokian Tyres plc’s Option Programs
of 2010 and 2013. The new shares have been registered into the
Trade Register on August 18, 2016, as of which date the new shares
established shareholder rights. The share capital will not increase
with the subscriptions made by the 2010 and 2013 option rights.
The entire subscription price of EUR 35,933,852.00 was entered in
the invested unrestricted equity reserve. As a result of the share
subscriptions, the number of Nokian Tyres plc shares increased to
135,911,395 shares. The shares have been traded on Nasdaq Helsinki
together with the old shares since August 19, 2016.

After the new shares were registered on August 18 2016, a
total of 300 Nokian Tyres plc’s shares were subscribed with the
2013A option rights. These option rights are attached to Nokian
Tyres plc’s Option Program of 2013. The new shares were registered
into the Trade Register on November 10, 2016, as of which date the
new shares established shareholder rights. The share capital will
not increase with subscriptions made by 2013 option rights. The
entire subscription price of EUR 8,358.00 was entered in the invested
unrestricted equity reserve. As a result of the share subscriptions, the
number of Nokian Tyres plc shares increased to 135,911,695 shares.
The shares have been traded on Nasdaq Helsinki together with the
old shares since November 11, 2016.

3. Authorizations

In 2012, the Annual General Meeting authorized the Board of
Directors to make a decision to offer no more than 25,000,000 shares
through a share issue. The authorization is effective for five years
from that decision.

In 2016, the Annual General Meeting authorized the Board of
Directors to decide on the repurchase of a maximum of 5,000,000
the company’s own shares. The authorization is effective at most
until October 12, 2017.

4. 0wn shares

No share repurchases were made in the review period, and the

company did not possess any own shares on December 31, 2016.
In 2014, Nokian Tyres entered into an agreement with a third-

party service provider concerning the share-based incentive program
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for key personnel. The third party owns the shares until the shares
are given to the participants within the program. In accordance
with IFRS, these repurchased 300,000 shares have been reported as
treasury shares in the Consolidated Statement of Financial Position.
This number of shares corresponds to 0.2% of the total shares and
voting rights of the company.

5. Trading in shares

Nokian Tyres’ share price was EUR 32.04 (33.10) at the end of the
review period. The volume weighted average share price during the
period was EUR 31.75 (28.06), the highest was EUR 36.74 (37.57)
and the lowest was EUR 27.48 (19.23). A total of 138,561,065 shares
were traded in Nasdaq Helsinki during the period (195,229,321),
representing 102% (145%) of the company’s overall share capital.
Nokian Tyres’ shares are also traded on alternative exchanges,
such as Bats CXE, Turquoise, and BATS. The total trading volume
on these alternative exchanges was 127,537,938 shares during the
review period. The company’s market capitalization at the end of the
period was EUR 4.814 billion (4.458 billion). The company had 35,483
(38,304) shareholders. The percentage of Finnish shareholders was
23.1% (27.5%), and 76.9% (72.5%) were non-Finnish holders and
foreign shareholders registered in the nominee register. This figure
includes Bridgestone’s holding of approximately 14.7%.

6. Changes in ownership

Nokian Tyres has received announcements from BlackRock, Inc. on
January 11, 2016, on January 15, 2016, on January 22, 2016, on
February 16, 2016, on March 4, 2016, on March 9, 2016, on March 10,
2016, on March 14, 2016, on March 18, 2016, on April 22, 2016, on
May 2, 2016, and on May 3, 2016, according to which the holdings
of the mutual funds managed by BlackRock, or indirect holding in
Nokian Tyres shares, exceeded the level of 5% of the share capital
in Nokian Tyres plc, as a result of a share transactions concluded
on January 8, 2016, on January 14, 2016, on January 21, 2016, on
February 15, 2016, on March 3, 2016, on March 8, 2016, on March 9,
2016, on March 11, 2016, on March 17, 2016, on April 21, 2016, on
April 29, 2016, and on May 2, 2016.

Nokian Tyres has received announcements from BlackRock, Inc.
on January 14, 2016, on January 21, 2016, on January 25, 2016, on
February 18, 2016, on March 7, 2016, on March 11, 2016, on March
16, 2016, on March 21, 2016, on March 23, 2016, and on April 25,
2016, according to which the holdings of the mutual funds managed

by BlackRock, or indirect holding in Nokian Tyres shares, fell below
the level of 5% of the share capital in Nokian Tyres plc, as a result
of share transactions concluded on January 13, 2016, on January 20,
2016, on January 22, 2016, on February 17, 2016, on March 4, 2016,
on March 10, 2016, on March 15, 2016, on March 18, 2016, on March
22,2016, and on April 22, 2016.

Nokian Tyres has received an announcement from Sprucegrove
Investment Management Ltd. on February 26, 2016 and a revised
announcement on March 1, 2016, according to which the holdings of
the mutual funds managed by Sprucegrove Investment Management
Ltd. fell below the level of 5% of the share capital in Nokian Tyres
plc, as a result of share transactions concluded on February 25,
2016. According to Nokian Tyres, the holdings of the funds have
fallen below the level of 5% already previously due to Nokian Tyres
increasing its total number of shares during 2015.

Nokian Tyres has received an announcement from The Capital
Group Companies, Inc. on March 24, 2016, according to which the
holdings of the mutual funds managed by The Capital Group Companies,
Inc. fell below the level of 5% of the share capital in Nokian Tyres plc, as
a result of share transactions concluded on March 23, 2016.

Nokian Tyres has received an announcement from The Capital
Group Companies, Inc. on June 9, 2016, according to which the holdings
of the mutual funds managed by The Capital Group Companies, Inc.
exceeded the level of 5% of the share capital in Nokian Tyres plc, as
a result of share transactions concluded on June 8, 2016.

Nokian Tyres has received an announcement from The Income
Fund of America (IFA) on September 15, 2016, according to which the
shares owned by The Income Fund of America exceeded the level
of 5% of the share capital in Nokian Tyres plc, as a result of share
transactions concluded on September 14, 2016.

More detailed information on flagging can be found at www.
nokiantyres.com/company/investors/share/flagging-notifications/.

7. Decisions made at the Annual General Meeting

on April 12, 2016, the Annual General Meeting of Nokian Tyres
approved the financial statements for 2015 and discharged the Board
of Directors and the President and CEO from liability.

7.1 Dividend

The meeting decided that a dividend of EUR 1.50 per share be paid
for the period ending on December 31, 2015. It was decided to pay
the dividend to the shareholders included in the shareholder list

maintained by Euroclear Finland Ltd on the record date of April 14,
2016. The dividend payment date was April 28, 2016.

7.2. Members of the Board of Directors and Auditor
The meeting decided that the Board of Directors has seven members.
The existing members Hille Korhonen, Tapio Kuula, Raimo Lind, Inka
Mero and Petteri Walldén were elected to continue on the Board
of Directors. Mr. Heikki Allonen and Ms. Veronica Lindholm were
elected as new members of the Board.

Authorized public accountants KPMG Oy Ab continue as auditors.

7.3. Remuneration of the Members of the Board of Directors to
remain unchanged

The meeting decided that the fee paid to the Chairman of the
Board is EUR 80,000 per year, while the remuneration to the Board
members is set at EUR 40,000 per year. The Members of the Board
are also granted a fee of EUR 600 for every Board meeting and
Committee meeting attended. Travel expenses will be compensated
in accordance with the company’s travel policy.

In accordance with current practice, 50% of the annual fee is
paid in cash and 50% in company shares. It was decided that, in
the period of April 13 to April 30, 2016, Nokian Tyres plc shares in
the amount of EUR 40,000 be purchased on the stock exchange on
behalf of the Chairman of the Board and shares in the amount of
EUR 20,000 on behalf of each Board member. Therefore, the final
remuneration paid to the Board members is tied to the company’s
share performance.

8. Chairman of the Board and Committees of the Board of Directors
In the Board meeting on April 12, 2016, Petteri Walldén was
elected chairman of the Board. The members of the Personnel and
Remuneration Committee are Tapio Kuula (chairman), Hille Korhonen
and Petteri Walldén. The members of the Audit Committee are Raimo
Lind (chairman), Heikki Allonen and Inka Mero.

9. Corporate social responsibility

Nokian Tyres published its Corporate Sustainability Report in April
2016. The Corporate Sustainability Report is available in Finnish
and English on the company’s website at www.nokiantyres.com/
company/sustainability/. The report is based on the international,
widely adopted GRI G4 guidelines that divide sustainability into three
main groups (financial, environmental, and social sustainability
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and their different subgroups). Product safety and quality, as well
as profitable growth, good HR management, and environmental
issues are important for the development of sustainable business
operations at Nokian Tyres. The report is the third GRI report from
Nokian Tyres and, in the interests of quality assurance, it has now
been externally assured for the first time.

Nokian Tyres plcis included in the OMX GES Sustainability Finland
Gl index. The index is designed to provide investors with a liquid,
objective, and reliable benchmark for responsible investment. The
benchmark index comprises the 40 leading Nasdaq Helsinki listed
companies in terms of sustainability. The index criteria are based on
international guidelines for environmental, social, and governance
(ESG) issues. The index is calculated by Nasdaq in cooperation with GES
Investment Services. Nokian Tyres is also included in the STOXX Global
ESG Leaders indices, and is a constituent of the FTSE4Good Index.

The new biomass power plant in Nokia started its operations in
April 2016. The plant reduces the use of fossil fuels and increases the
use of local energy sources. Nokian Tyres is one of three partners. The
total investment was EUR 42 million. According to initial calculations,
the proportion of renewable energy sources could increase from the
current 40% to approximately 70%, thereby significantly decreasing
the Nokia factory’s greenhouse gas emissions in the future.

Nokian Tyres received good grades for corporate responsibility
Nokian Tyres has received consistently good results in the global
Dow Jones Sustainability Index. The evaluations review the corporate
responsibility of the companies’ operations from 18 different
perspectives, including environmental affairs, human rights,
accountability in the procurement chain, and safety in the workplace.
In the 2016 evaluation, Nokian Tyres was graded above average for
its sector in almost all of the 18 sub-areas. The evaluation is carried
out by a Swiss company named RobecoSam.

10. Nokian Tyres participating in UN Global Compact initiative
On January 11, 2016, Nokian Tyres announced that it has signed
the United Nations’ Global Compact initiative and is registered as
a supporting member of the initiative as of December 23, 2015.
Signing the initiative further strengthens the Group’s commitment
to profitable business and responsible methods.

11. Changes in operational structure and management team
On January 20, 2016, Nokian Tyres announced that it is going

to change its operational structure and responsibilities in the
management team in order to strengthen the Company’s further
expansion and to improve distribution and the development and
harmonization of processes.

Nokian Tyres” Management team as of April 1, 2016
Ari Lehtoranta, President and CEO

Alexej von Bagh, Process Development

Esa Eronen, Supply Operations

Teppo Huovila, Quality, Sustainability and ICT

Anna Hyvonen, Vianor and Partner Distribution
Anne Leskeld, Finance & IR

Ville Nurmi, Human Resources

Andrei Pantioukhov, Executive Vice President, General Manager of
Russian Operations

Juha Pirhonen, Research and Development

Manu Salmi, Heavy Tyres

Pontus Stenberg, Sales

Antti-Jussi Tahtinen, Marketing and Communications

12. Agreement on work time flexibility supports preserving the
role of the Nokia factory

On January 29, 2016, Nokian Tyres announced that it has signed an
agreement at the Nokia factory on work time flexibility in the coming
years. The agreement improves flexibility in production and supports
the competitiveness of the company. The agreement also supports
maintaining a significant role for the Nokia factory in the future, in
terms of both tyre production and the development of new products
and production methods. During the agreement period, there will be no
temporary or permanent layoffs due to financial or production-related
reasons at the factory. The agreement is in effect until June 30, 2018.

13. Nokian Hakkapeliitta R2 winter tyre wins the Tire
technology of the year 2016 award

On February 18, 2016, Nokian Tyres announced that it has won the
esteemed Tire technology of the year 2016 award with the Nokian
Hakkapeliitta R2 winter tyre.

14. Nokian Tyres’ incentive scheme to be updated

On February 24, 2016, Nokian Tyres announced that the Board of
Directors of Nokian Tyres plc has decided to update the Group’s
incentive schemes. The update aims to clarify and improve the

schemes, and to offer a competitive reward system for all personnel.
Nokian Tyres has decided to launch a new share-based incentive
scheme for a group of key personnel and a new profit-sharing bonus
scheme for all other personnel. The incentive scheme has long
focused on options, which are due to expire in 2019.

15. Test tyre policies and processes at Nokian Tyres

On February 29, 2016, Nokian Tyres published a stock exchange
release concerning the company’s test tyre policies and processes.
In the February 24 issue of the newspaper Kauppalehti, the company
disclosed that its practices concerning tyre tests in the past have not
always been in line with the sustainable approach of Nokian Tyres.
Although the practices have substantially improved over the years,
the company decided to launch an investigation into the matter in the
autumn of 2015. Following the investigation, Nokian Tyres has ensured
that any possible improper practices related to testing have been
rectified. At the same time, the company has completed a review
of its practices in order to increase openness and transparency in all
activities. Learn more: www.nokiantyres.com/testtyre-fag/.

16. Nokian Tyres introduced a new winter product for Central Europe
On March 21, 2016, Nokian Tyres announced that it is adding a new
winter tyre to its product selection for varying Central European
winter weather. The sporty new Nokian WR A4 winter tyre combines
high-performance handling and reliable winter grip in an optimal
way. The new Nokian WR A4 complements Nokian Tyres’ Central
European winter tyre selection, which is one the widest and most
modern in the business.

17. Nokian Tyres signed a EUR 100 million Revolving Credit Facility
0On May 12, 2016, Nokian Tyres announced that it has signed a EUR
100 million Revolving Credit Facility for 5 years with an international
bank syndicate. The Facility will be used for refinancing the existing
EUR 100 million Multicurrency Revolving Credit Facility that was
signed March 31, 2011 as well as for general corporate purposes.

18. Nomination to Nokian Tyres’ management team

On May 18, 2016, Nokian Tyres announced that Timo Tervolin
has been appointed as Vice President, Strategy and Corporate
Development and a member of Nokian Tyres” management team.
His responsibilities include leading the company’s strategy process
and strategic programs, mergers and acquisitions, and monitoring

o
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the markets and competition. Timo Tervolin joined Nokian Tyres on
June 6, 2016 and reports to the President and CEO.

19. Nomination to Nokian Tyres’ management team
on July 1, 2016, Nokian Tyres announced that Tarja Kaipio has been
appointed as Vice President, Human Resources and member of the
management team of Nokian Tyres plc as of August 8, 2016. She
will be responsible for human resources functions and will report to
the President and CEO.

More detailed information on management team can be
found at www.nokiantyres.com/company/investors/corporate-
governance/the-groups-management-team/.

20. Nokian Tyres plc: Shares subscribed with option rights

0n August 18, 2016, Nokian Tyres announced that after May 16, 2016,
registered new shares, a total of 1,219,996 Nokian Tyres plc’s shares
have been subscribed with the 2010C option rights, a total of 40
shares with the 2013A option rights, and a total of 145 shares with
the 2013B option rights. As a result of the share subscriptions, the
number of Nokian Tyres plc shares increased to 135,911,395 shares.

21. Nokian Tyres introduced new products

On September 9, 2016, Nokian Tyres introduced new products: the
Nokian Hakka Blue 2 summer tyre, and Nokian Rockproof - a new,
strong special tyre.

22. Nokian Tyres constructs an all-new technology center in Spain
0n September 20, 2016, Nokian Tyres announced that it will construct
a new technology center in Spain, in Santa Cruz de la Zarza. This
development center will be located south of Madrid, and it will span
approximately 300 hectares. In the future, it will be especially used
for testing summer tyres with high speed ratings as well as the
characteristics of winter tyres. The final construction of the center
will be finished in late 2019, but the first stage will be completed
already during 2017. The value of the investment is approximately
EUR 16 million. Construction is scheduled to begin in early 2017.

23. Nokian Tyres’ President and CEO to change

On September 27, 2016, Nokian Tyres announced that the President
and CEO Ari Lehtoranta has resigned from his position in order to
pursue new opportunities outside of Nokian Tyres. He continues in
his present position until the end of 2016. The company’s Board of

Directors will start the recruitment process to select a new President
and CEO for the company.

» Read more: www.nokiantyres.com/company/news-article/
nokian-tyres-president-and-ceo-to-change/.

24. Nokian Tyres plc: Managers’ transactions

Nokian Tyres announced managers’ transactions on November 4,
2016, on November 10, 2016, on November 11, 2016, on November
14, 2016, on November 15, 2016, on November 16, 2016, on November
18,2016, on November 22, 2016, on November 24, 2016, on December
9, 2016, on December 12, 2016, and on December 13, 2016.

» Read more: www.nokiantyres.com/company/publications/
releases/2016/managementTransactions/.

25. Nokian Tyres’ tax dispute proceeds. The Company is now
finally in a position to appeal to the Administrative Court

On November 7, 2016, Nokian Tyres announced that The Board
of Adjustment of the Finnish Tax Administration held in force the
reassessment decision from the Tax Administration related to
additional taxes of EUR 62.8 million, but decreased the amount of
punitive tax increases and interests from EUR 31.3 million to EUR
26.4 million concerning the tax years 2007-2010. The decision of
the Board of Adjustment was not unanimous. The Company has
already recorded the total additional taxes of EUR 94.1 million
from the tax years 2007-2010 in full in the financial statement and
result of year 2015, based on the Tax Administrations decisions
from December 2015 and January 2016. The Company considers the
decision unfounded and will appeal against it by filing a claim with
the Administrative Court. The ruling of The Board of Adjustment
of the Finnish Tax Administration does not affect the Company’s
dividend policy.

26. Andrei Pantioukhov appointed interim President and CEO of
Nokian Tyres plc

On December 21, 2016, Nokian Tyres announced that The Board of
Directors of Nokian Tyres plc has appointed MBA Andrei Pantioukhov,
44, as the interim President and CEO starting January 1, 2017. Mr.
Pantioukhov currently serves as Nokian Tyres’ General Manager,
Russian operations, and also continues in this role. He has been in
the Company since 2004, a member of the management since 2009,
and Executive Vice President since the beginning of 2016.

Corporate Governance Statement

A separate Corporate Governance Statement, including a
Remuneration Statement, has been issued and published in
connection with the publishing of the Report by the Board of
Directors. The statements are available on pages 68-76 of this
report as well as on the company’s website at www.nokiantyres.
com/company/investors/corporate-governance/.

Risk management

The group has adopted a risk management policy, approved by the
Board of Directors, which supports the achievement of strategic goals
and ensures continuity of business. The Group’s risk management
policy focuses on managing both the risks pertaining to business
opportunities and the risks affecting the achievement of the Group’s
goals in the changing operating environment.

The risks are classified as strategic, operational, financial, and
hazard risks. Strategic risks are related to customer relationships,
competitors” actions, political risks, country risks, brand, R&D, and
investments. Operational risks arise as a consequence of shortcomings or
failures in the Company’s internal processes, actions by its personnel or
systems, or external events, such as legislative changes, unpredictable
rulings by judicial systems or authorities, or changes in raw material
prices. Financial risks (Note 29) are related to fluctuations in interest rate
and currency markets, refinancing, and counterparty and receivables
risks. Hazard risks may lead to injuries, property damage, production
outages, environmental impacts, or liabilities to third parties.

The most significant risks related to Nokian Tyres’ business
are the country risks related to the Russian business environment,
reputation risks, tax risks (especially in Finland), product and R&D
risks, production outage risks, currency and receivable risks, risks
related to Corporate Governance, and information security and
data administration risks. Due to the company’s product strategy,
interruption risks that are related to marketing and logistics may
especially have a significant impact on peak season sales. The risk
analysis performed in 2016 paid special attention to risks within the
area of corporate social responsibility, the most significant of which
were the risks related to reputation and product quality.

The risk management process aims to identify and evaluate the
risks, and to plan and implement the practical measures for each
risk. Among other things, such measures may include avoiding the

Nokian Tyres plc | Financial Review

2016



http://www.nokiantyres.com/company/investors/corporate-governance/the-groups-management-team/
http://www.nokiantyres.com/company/investors/corporate-governance/the-groups-management-team/
http://www.nokiantyres.com/company/news-article/nokian-tyres-president-and-ceo-to-cha<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>