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Introduction

There is a growing demand for standardized, climate-related risk
disclosure in the financial sector, and creditors and investors are
increasingly asking for reporting that is consistent, comparable, and
clear. In 2023, the ISSB released its two first standards: the IFRS S1
and IFRS S2, which took effect from January 1%, 2024. These
standards are developed to meet investors’ demand for
sustainability information and provide a global baseline for
sustainability-related  disclosures, ensuring that companies
worldwide follow consistent guidelines in reporting climate-related
information. ISSB developed the IFRS S2 to enhance market
transparency and stability. IFRS S2 standardized reporting of

financially material climate-related risks and opportunities provides
investors, lenders, and insurers with comparability when assessing
and pricing companies.

The IFRS S2 standards are grouped into four areas of disclosure that
represent core elements of how organizations operate: governance,
strategy, risk management, and metrics and targets. Moreover, the
framework separates recommended disclosures into three main
categories: risks related to the transition to a lower-carbon
economy, risks related to the physical impacts of climate change,
and climate-related opportunities.

Core Elements of Recommended Climate-Related Financial Disclosures

Governance

Strategy

Governance
The organization's governance around climate-
related risks and opportunities.

Strategy

The actual and potential impacts of climate-related
risks and opportunities on the organization’s
business, strategy, and financial planning.

Risk Management
The process used by the organization to identify,
assess, and manage climate-related risks

Metrics and Targets

The metrics and targets used to assess and
manage relevant climate-related risks and
opportunities



IFRS S2 standards

The standard disclosures in the IFRS S2 are as following:

Governance

Disclose information on
governance controls, processes
and procedures an entity uses
to monitor, manage and oversee
climate-related risks and
opportunities.

Standards

(a) information on governance
body (board,
committee/equivalent) or
individual responsible for
oversight of climate risks and
opportunities

(b) management'’s role in the
governance processes, controls
and procedures used to
monitor, manage and oversee
climate risks and opportunities

Strategy

Disclose the entity's strategy for
managing climate risks and
opportunities.

Standards

(a) the climate-related risks and
opportunities that could reasonably be
expected to affect the entity's
prospects;

(b) the current and anticipated effects of
those climate-related risks and
opportunities on the entity's business
model and value chain;

(c) the effects of those climate-related
risks and opportunities on the entity's
strategy and decision-making, including
information about its climate-related
transition plan;

(d) the effects of those climate-related
risks and opportunities on the entity's
financial position, financial performance

Risk management

Disclose how the organization
identifies, assesses, and manages
climate-related risks and
opportunities.

Standards

(a) the processes and related
policies the entity uses to identify,
assess, prioritise and monitor
climate-related risks

(b) the processes the entity uses to
identify, assess, prioritise and
monitor climate-related
opportunities, including information
about whether and how the entity
uses climate-related scenario
analysis to inform its identification of
climate-related opportunities; and

(c) the extent to which, and how, the
processes for identifying, assessing,
prioritising and monitoring climate-
related risks and opportunities are
integrated into and inform the

Metrics and targets

Disclose the entity's performance in
relation to climate risks and
opportunities, including progress
towards any set climate targets and
any targets it is required to meet by
law or regulation.

Standards

(a) information relevant to the cross-
industry metric categories;

(b) industry-based metrics that are
associated with particular business
models, activities or other common
features that characterise
participation in an industry; and

() targets set by the entity, and any
targets it is required to meet by law
or regulation, to mitigate or adapt to
climate-related risks or take
advantage of climate-related
opportunities, including metrics
used by the governance body or
management to measure progress
towards these targets.



and cash flows for the reporting period,  entity's overall risk management
and their anticipated effects on the process.

entity’s financial position, financial

performance and cash flows over the

short, medium and long term taking into

consideration how those climate-related

risks and opportunities have been

factored into the entity’s financial

planning; and

(e) the climate resilience of the entity's
strategy and its business model to
climate-related changes, developments
and uncertainties—taking into
consideration the entity's identified
climate-related risks and opportunities.



Company introduction

Nokian Tyres develops and manufactures premium tires for people
who value safety, sustainability and predictability. Our purpose is to
empower the world to drive smarter. Inspired by our Scandinavian
heritage, we craft innovative products for passenger cars, trucks
and heavy machinery that give you peace of mind in all driving
conditions.

We develop and manufacture high-quality winter, summer and all
season tires for passenger cars, SUVs and vans. In addition, we are
one of the world's leading manufacturers of heavy special tires. Our
group also includes the Vianor chain, specialising in vehicle
maintenance and tire services.

In 2023, Nokian Tyres net sales totalled EUR 1,173.6 million and we
employed 3,430 people at the end of the year. Nokian Tyres is
listed on Nasdag Helsinki.

Our Scope 1 and 2 emission reporting covers emissions from all
Nokian Tyres' operations. One of our key targets is to be the leader
in sustainability within the tire industry. One concrete leadership
indicator has been the lowest Scope 1 & 2 emission level (per tire
kg) in tire industry during several years. This report is written in
alignment with the IFRS S2 standards on climate-related financial
disclousres.

Further information: www.nokiantyres.com



Disclosure summary

Governance

Environmental management and climate-related risks and
decisions are monitored by the People and Sustainability
Committee and thus, the Chairman of the People and Sustainability
Committee has the main responsibility for climate-related issues.

While the board holds overall responsibility for all sustainability
activities in Nokian Tyres, the day-to-day sustainability/climate-
related responsibilities are included in all supervisors’
responsibilities. Ultimately, the CEO is the highest management-
level position accountable for all corporate sustainability issues,
including the assessment and monitoring of climate-related issues
as well as steering the company on such issues.

Strategy

Nokian Tyres has analysed risks that have the potential to impact
operational costs mainly through two ways: directly through own
production and energy use, or through increased operation costs
for suppliers, leading to higher suppliers’ prices. These risks have
influenced strategic decisions such as allocating more resources

into R&D regarding sustainable materials, developing the product
portfolio to meet demands of both customers and regulations and
set our own sustainability goals.

Risk management

Nokian Tyres addresses climate-related risks through a corporate
procedure encompassing identification, evaluation, prioritization,
and action. Nokian Tyres has defined scales for financial impact,
likelihood and time horizons to evaluate both risks and
opportunities. Responsibility for strategic responses to climate-
related risks and opportunities, as determined by enterprise risk
management (ERM), rests with the appropriate managers.

Metrics and target

In 2023 Nokian Tyres' total location-based emissions were 30,820
tCO2e and total market-based emissions were 15,470 tCO2e.

We continuously aim to set ambitious climate-related targets. This
shows e.g. in our Science Based Targets, the increasing share of

renewable energy in our operations and our ongoing construction
of a new zero CO2 emission passenger car tire factory in Romania.



Governance

In accordance with our company's definitions and practices,
environmental management and climate-related issues constitute
integral components of our compliance and risk management
procedures. These are monitored by the People and Sustainability
Committee and thus, the Chairman of the People and Sustainability
Committee (who is also a member of the board) has the main
responsibility for climate-related issues.

Company-wide, major climate-related decisions are made by the
Board. To assess and ensure competence of the board within
climate-related issues, Nokian Tyres mainly considers relevant
experience and skills from other professional engagement or
educational backgrounds. This includes experience from other
leading companies that consider climate-related issues to be
important and/or education within natural sciences or sustainable
business.

The board's responsibilities into which climate-related issues are
integrated include e.g. overseeing major capital expenditures and
reviewing and guiding both strategy as well as the risk management
process. Climate-related issues are considered when the company's
strategy is updated. Strategy is approved by the Board and
performance towards objectives, including environmental targets, is
monitored by the Board. For example, our Board of Directors

reviewed and internally approved our SBT target setting and in
November 2022 the Board made the climate-related decision that
to invest in a new passenger car tire factory in Romania - the first
zero CO2 emission factory in the tire industry. The construction of
the new factory entails an easier selection of the energy production
methods where the aim is to be zero CO2, which makes it an
opportunity for Nokian Tyres.

Nokian Tyres is committed to climate targets, and the executive
team plays a crucial role in ensuring the company meets the set
Science Based Targets. The climate target is approved by the
Nokian Tyres Board of Directors as one of the Long-term incentive
targets and is followed by People and Sustainability committee
during the performance period regularly.

All major investments and plans including climate-related ones, are
approved by the Investment Board in monthly meetings.
Furthermore, Nokian Tyres' risk management procedures and
policies are approved by the Board, whose members also participate
in actual risk assessments.

The CEO is responsible for overseeing the half-yearly reporting of
pertinent climate-related issues to the Board of Directors of which
the chairman of the People and Sustainability Committee is a
member. Proposals regarding development of climate-related
issues are prepared by environmental professionals and presented
by the COO or CSO to the Board.



COO receives the climate-related information monthly in
management meeting, where (CSO presents the monthly
sustainability KPIs and actions including climate-related topics.

CSO and other sustainability personnel have continuous governance
of the climate-related topics.

While the board holds overall responsibility for all sustainability
activities in Nokian Tyres, the day-to-day sustainability/climate-
related responsibilities are included in all  supervisors’
responsibilities. The supervisors brief the Management Team on key
topics (climate-related and other) which are discussed monthly at
the management meetings.

Ultimately, the CEO is the highest management-level position
accountable for all corporate sustainability issues, including the
assessment and monitoring of climate-related risks and
opportunities issues as well as steering the company on such issues.
The CEO also holds the responsibilities of managing climate-related
acquisitions, mergers and divestitures and integrating climate-
related issues into the strategy.

The Chief Sustainability Officer, or CSO, (in Nokian Tyres terminology:
VP, Quality and Sustainability) is responsible for all group
sustainability issues, including the assessment and monitoring of
climate-related issues. The CSO reports to the COO, who is a
member of our Management Team and reports to the CEO. The

COOQ s responsible for achieving the goals of corporate sustainability
(including climate-related issues).

The CSO, in collaboration with the Senior Sustainability Manager—
who directly reports to the CSO—oversees the development of
Nokian Tyres’ sustainability strategy. Together with environmental
experts, the Environmental and Responsibility Manager devises an
annual environmental program tailored to our factories. This
program outlines precise targets, actions, timelines, and
accountable individuals for the objectives outlined in the strategy.
Additionally, individual units within the company pursue their own
initiatives to enhance operations and processes.

Regular management meetings serve as a forum for reviewing
progress across various sustainability dimensions, ensuring
alignment with our strategic objectives, and facilitating ongoing
improvement.

The management personnel also evaluate sustainability related
opportunities and make decisions of "green” or climate friendly
investments and loans/bonds such as Nokian Tyres's Sustainability-
Linked Bond Framework established in 2023.

Nokian Tyres has a specialist unit in environmental and sustainability
matters, whose task it is to follow available information and
legislation on climate-related issues and both map and evaluate our
operations, risks, and opportunities in relation to them.



These issues and evaluations are shared internally and considered
during financial decisions, risk management processes and policies
and when developing the company’s strategy.

In addition to our specialist unit Nokian Tyres has a dedicated
Corporate Sustainability working group which comprises finance,
purchasing, communication, environment, quality, consumer,
customer service and HR experts. The working group’s main task is
to design and promote measures for improving sustainability within
business units and it regularly reports to the CSO. Each unit's
management team is responsible for implementing the measures in
accordance with their unit strategy. These procedures support the
management's oversight of climate-related risks and opportunities.

Long-term incentives are a part of Nokian Tyres' key employee
incentive and retention program designed with the purpose of
aligning the goals of the company’s key personnel with the
company’s shareholders to increase the value of the company in
the long term, to commit key personnel to the company and its
strategic goals, and to offer a competitive reward for key personnel.
In this way long-term incentives serve as a motivating factor for the
corporate executive management team, encouraging their active
participation and dedication to achieving our organization's climate
commitments.

The Performance Share Plan is the company’'s most important long-
term incentive scheme, the objectives of which are measured by

EBITDA, increase in passenger car tire production volume, and
reduction in direct CO2 emissions. The Performance Share Plan is
targeted to the President and CEO, corporate executive
management team members and other key employees. The targets
set for Performance Period 2023-2024 of the Nokian Tyres
Performance Share Plan 2023-2027 are divided as follows:

LTI criteria 2023-2024 weights, %

M EBITDA 50%

M Increase in passenger car tire
production 40%

B Reduction in direct CO2
emissions 10%

As a summary, the Performance Share Plan serves as a motivating
factor for the corporate executive team, encouraging their active
participation and dedication to achieving our organization's climate
commitments. By aligning the organizations strategy, rewards and
performance with Science Based Targets and focusing on emission
reduction and progress, we drive the implementation of effective
climate actions within the organization.



Strategy

The tables below present Nokian Tyres' climate-related risks and opportunities identified in 2023. The definition of the time horizons is unique
for the climate strategy.

The time horizons and potential financial impact are defined as following;

e e
Short-term <2030

. Very Low <0.1 million EUR
Medium-term 2030-2040 Low 0.2-2 million EUR
Long-term 2040-2050 Medium 3-20 million EUR

High 20-200 million EUR
Very High >201 million EUR

Climate-related risks

. Potential
E

Risk areas Risk type Financial Probability

Horizon

Impact



Deforestation-related regulation (EUDR),
concerning natural rubber

Green regulation on aviation and maritime
fuels can significantly increase costs of
logistics

Additional taxes and duties e.g. EU's CBAM for
fossil raw materials can increase prices.
Carbon taxes. Certification costs

Increased verification testing of products and
emission measurements, including LCA, EPD

A+ rolling resistance tires required for EVs

Short
Medium

Long

Short
Medium

Long
Short

Medium

Long
Short

Medium

Long

Short
Medium

Long

Medium
Low

Low

Low
Low

Very Low

Medium
Medium

Medium
Low

Low

Low

Medium
Medium

Medium

High
High
High
High
High

High
High

High

High
Medium

High

High

Low
Low

Low



150 km/h max speed for EU - demand for
UHP (Ultra High Performance) tires declines

Shift from car ownership to mobility-as-a-
service i.e. changing customer base

Replacing fossil-based raw materials with
more expensive renewable and recycled
materials

Replacing raw materials that have a high
carbon footprint with materials with a lower
carbon footprint. Availability and price of
materials

Short
Medium

Long

Short
Medium

Long

Short
Medium

Long

Short
Medium

Long

Low
Low

Low

Low
Medium
Medium
High
Medium

Medium

High
Medium

Medium

Low
Low

Low

Medium
Medium
Medium
High
High

High

High
High

High



Green energy prices go up due to strong
demand

Raw material and transportation price
increases due to higher energy prices

Availability of renewable and recycled raw
materials can limit plans for sustainability

Increased demand for all-season tires,
decreased demand for winter tires

Deforestation scandals (natural rubber)

Short
Medium

Long

Short
Medium

Long

Short
Medium

Long

Short
Medium

Long

Short
Medium

Long

Low

Medium

Medium

Low

Low

Low

Low

Low

Low

Low

Low

Low

Low

Low

Low

High
High

Medium

Medium
Medium
Medium
High
High
Medium
High
High
Medium
Low
Low

Low



Unintentional incorrect sustainability
information

Disruptions in logistics and force majeure
situations

Permanent changes in logistics and/or
increased force majeure situations (chronic)

Impact of extreme weather events on natural
rubber producers

Disruption of own production and/or
distribution

Short
Medium

Long

Short
Medium

Long

Short
Medium

Long

Short
Medium

Long

Short
Medium

Long

Low
Low

Low

Low
Low

Low

Low
Low

Medium

Low
Low

Low

Low
High

High

Low

Low

Low

Medium

Medium

Medium

Low

Low

Low

Low

Low

Low

Low

Low

Low



raw materials

Climate-related opportunities

Opportunity

areas

Opportunity type

Innovations with renewable / recycled /
local materials

Innovations with low carbon footprint
raw materials

Long term contamination and lower quality of

Short Low
Medium Low
Long Low

Time Horizon

Short
Medium

Long

Short
Medium

Long

Cost to realize
opportunity

Medium
High
High
Medium
High

High

High
High
High
High

High

Low
Low

Low

Probability



Cooperation with innovative recycling
companies

Lower rolling resistance products.
Climate-friendly production

Energy-efficient production

As an expert in demanding and
challenging weather conditions, Nokian
Tyres' share in winter tire markets is
strong. Readiness to increase the share
further, should the extreme weather
phenomena increase in the future

Short
Medium

Long

Short
Medium

Long

Short
Medium

Long

Short
Medium

Long

Low
Medium
High
High
High

High

Medium
Medium

Medium

Low
Medium

High

High
High
High
High
High

High

Medium
Medium

Medium

High
High

High



Increase of all-season tire sales in Europe
due to milder winters

Increased share of sustainable raw
materials

Tire regulation for wear resistance
(abrasion)

Existing expertise to provide climate-
friendly solutions, e.g. intelligent sensor
technology

Increase awareness of how tires can
affect safety and carbon footprint

Short
Medium

Long

Short
Medium

Long

Short
Medium

Long
Short

Medium
Long
Short
Medium

Long

High
High

Medium

Medium
Medium

Low

Medium
Low

Very low
Medium

High
High
Medium
Medium

Medium

High
High

High

High
High
High
High
High

High
High

High
High
High
High

High



Short Medium High

Increased preparedness for new Medium Medium High
regulations or incentives
Long Medium High
Short Medium High
Climate-related sustainable financingand  Medium eIV i
incentives Long High High
Short Low High
More renewable energy available in EU,  Medium Medium High
prices can decrease
Long Medium High
Short Low Medium
Global carbon tax or similar WOl'J|.d Medium Low Medium
improve the company’s competitive
position Long Low Medium
b) Business model and value chain prices of energy and materials. These risks have the potential to
As a production company, regulatory climate-related risks can have impact us mainly through two ways: directly through own

significant impact on Nokian Tyres’ operational costs through the production and energy use, or through increased operation costs



for suppliers, leading to higher suppliers’ prices. Nokian Tyres
includes both scenarios in assessments made.

As Nokian Tyres does not own rubber tree plantations, the
company is completely dependent on its wholesalers and their
capacity to deliver natural rubber on time. The rubber tree is
currently the sole supplier of natural rubber and its concentrated
growing area in Southeast Asia which leads to exposure to both
diseases and extreme weather events, creates a risk of low
availability of the material. This risk would primarily cause
decreased revenues due to reduced production capacity and that
way affect direct operations. Thus, it is important for Nokian Tyres
to explore alternatives for natural rubber supply.

Operating within an industry with stringent environmental and
safety standards, Nokian Tyres faces the risk of increased
technological demand, which could incur additional costs for the
company. These risks also require costs for innovation to be able
to meet requirements and keep up with shifting market
preferences.

As for physical risks, extreme weather events and temperatures
can be anticipated to affect supply and quality of raw materials,
especially natural rubber, which could cause major disruptions to
Nokian Tyres’ production and ability to make on-time deliveries to
our customers. Extreme weather events also have the potential to
cause disruptions at our production sites and warehouses in
Europe and the US, as well as logistics. These risks have the
potential to negatively affect Nokian Tyres profitability.

Nokian Tyres has also identified various market-related risks. These
include a reduced demand for motor vehicles in general and the
availability and prices of raw materials. In particular, regarding a
potential shift to more renewable raw materials. These risks have
the potential to substantially affect our profitability over time.

However, as sustainability is important for Nokian Tyres the
development of low emission goods and services is seen as an
opportunity in the downstream value chain that has the potential
to have a substantive financial impact on Nokian Tyres' business. By
offering competitive products that address legislation and meet
increasing customer demands Nokian Tyres can realize this
opportunity of increasing revenues.

Another opportunity is the use of lower-emission sources of energy
which also occurs in the downstream value chain. Increasing
renewable energy usage is important for the company's
environmentally friendly image and for achieving sustainability
goals. We strive to be an industry benchmark for sustainability and
acknowledge the shift in consumer behavior towards a preference
for sustainable products. We have invested in renewable energy
within our operations to improve product sustainability and expect
this opportunity to result in increased revenues as it meets future
customer demands.



Climate-related risks and opportunities have influenced Nokian
Tyres' strategy and decision-making processes. Addressing these
factors has led us to enhance innovation and diversify our product
offerings, among other actions. Due to potential risks regarding
availability and prices of raw materials we realized a need to
engage with our supply chain and other initiatives to secure the
sustainable production of natural rubber.

In 2017, the EU declared natural rubber as a critical raw material in
terms of both economic importance and supply risk. This influence
on our strategy stretches from short-term to long-term as rubber
availability is likely to impact us in the future, but action needs to be
taken now. To ensure the availability of sustainable natural rubber,
Nokian Tyres participates in the Global Platform for Sustainable
Natural Rubber (GPSNR) which aims to engage different
stakeholders in the rubber industry to make improvements in the
socioeconomic and environmental performance. This engagement
is a way for Nokian Tyres to impact and improve the sustainability
of natural rubber value chains to ensure a future sustainable
supply of natural rubber. The Nokian Tyres membership in the
GPSNR is a long-term decision and a long-term commitment and
the company will renew the membership yearly to continue being
able to impact the natural rubber market.

At Nokian Tyres we audit 100% of our sustainable critical rated
suppliers and plan to continue do so. Furthermore, as a European
tire manufacturer, Nokian Tyres aims to be a frontrunner in

complying with The European Union's Deforestation Regulation
(EUDR).

As a response to climate-related risks related to regulations and
changes in customer demand, we have allocated more resources
to R&D. For example, to meet the increasing demand for tires that
are more environmentally friendly, with lower rolling resistance and
made of more sustainable materials, Nokian Tyres has altered its
revenue planning in our product portfolio towards low rolling
resistance tires. This includes the strategic decision to set a goal
that each new product generation will have a lower rolling
resistance compared to the previous one. A goal of reducing CO»
emissions from rolling resistance of our tires between 2013-2020
has been achieved. Furthermore, Nokian Tyres continuously aims
to incorporate more sustainable materials in our tires.

These risks have also made us more aware of the climate impacts
of our own operations. That awareness has led us to calculate our
carbon footprint each year and to set goals to reduce our energy
consumption 1% each year from 2015-2025 as well as a 52%
reduction in emissions from production between 2015-2030.
Hence, the strategic influence has occurred in the short term but
will continue in the medium to long term.

Increasing renewable energy share is important for the company to
achieve our sustainability goals. Nokian Tyres continuously works to
improve the sustainability performance of its products and we have
invested in renewable energy within our operations to improve
product sustainability and meet customer demands.



When our factory in the United States was built solar panels were
installed on top of the parking lot. Solar panels have also been
installed on the roof of our warehouse in Nokia, Finland. In
November 2022, the Board of Directors decided to invest in a new
passenger car tire factory in Romania - the first zero CO, emission
factory in tire industry. Construction began in 2023, and
commercial tire production is expected to start in early 2025. This
is also linked to the product development of Nokian Tyres plan to
produce climate-friendly products.

Nokian Tyres was the first tire company to have its science-based
targets for reducing greenhouse gas emissions approved by the

Science Based Targets initiative in 2020. The newest SBTi guidelines

require companies that have set well below 2°C targets for their
scope 1 and 2 emissions to adjust these to 1.5°C targets as their
targets are revised. Nokian Tyres plans to follow these
requirements accordingly. The new revised goals are currently with
SBTi for approval. As has been explained, Nokian Tyres has
implemented actions in order to reach climate targets, and
transition towards a 1.5 degree economy. This will we be
implemented in a climate-transition plan in the near future.

Climate-related risks have impacted Nokian Tyres' financial
planning in various ways as 100% of our assets or business
activities are vulnerable to both physical and transition climate
related risks. Furthermore, 100% of our assets or business
activities are aligned with climate related opportunities. As for now,
numerical estimations regarding how impacts or potential impacts

affected cash flows in 2023 have not been made but are planned
to be developed.

We have altered our revenue planning in our product portfolio
towards low rolling resistance tires to secure revenues in the
future. This financial planning has been impacted in the short-term
in response to regulation. Climate-related risks have also had an
impact on our short-term financial planning in terms of
acquisitions. For example, we have acquired a biomass power
plant, which has significantly reduced our GHG emissions in Nokia,
Finland.

As investors ask for more and more information about
sustainability, our access to capital is also affected by climate-
related risks, in the short term. To secure our access to capital
from responsible investors, we have dedicated resources to
improve our sustainability reporting and the climate-related
elements of our financial reporting.

The increase in energy costs due to climate change regulation has
impacted our short-term planning regarding operating costs and
led to the planning of our own low carbon energy production.

As for capital allocation, which is affected in both the short and
medium term, we have allocated more resources towards
investments, such as R&D in eco-friendly products, energy saving
devices, etc. In addition, more capital has been allocated to
marketing Nokian Tyres for new sustainable investments in their
product portfolio. Furthermore, we have signed a 10-year
agreement with the Nordic energy company Gasum to supply



renewable wind energy for the electricity used in the Finnish
factory and in Vianor operations in Finland. The power is produced
by a new wind farm in North Ostrobotnia, and the supply started in
2023.

In addition, if there is a major shift in customer demand towards
natural rubber in the near term it could have a substantial financial
impact. Substitution of natural rubber in all products would require
at least 5 years of intensive development work. If there would be
extreme weather events, such as typhoons or extreme flooding at
the production sites, this could impact Nokian Tyres' access to
natural rubber. If the natural rubber deliveries would stop for a
longer time than a month, this would have a greatly negative
impact on Nokian Tyres sales, as reserve stocks of raw materials
would run out. Such an event might impact Nokian Tyres sales and
an estimate of the financial impact is the average sales revenue of
2 weeks. Two weeks have been estimated based on reserve stocks
of raw materials, lead time of new material shipments, and
estimation of disturbance duration at raw material shipping
locations.

Sustainability is important for Nokian Tyres and we consistently
develop our product portfolio to respond to climate-related risks;
align with regulations, customer demand and our goal of being an
industry frontrunner in sustainability. This commitment shows

through our targets and flexibility in financial resources to respond.

Nokian Tyres identifies alignment with a sustainable finance
taxonomy at both a company and activity level.

The tire industry is included in the economic activity group
“Manufacture of other low carbon technologies”. After following the
EU Taxonomy's technical screening criteria, the following
conclusions about Nokian Tyres economic activities have been
made.

Car and van tires with low rolling resistance ratings which are
manufactured by Nokian Tyres have substantially lower life-cycle
carbon footprint than corresponding average tires. This is a
combined result of low use phase emissions and industry’'s best-in-
class manufacturing practices.

Manufacture of car and van tires with low life-cycle greenhouse gas
emissions represented 3.4% of Nokian Tyres' total net sales in
2023. Based on our assessment, these economic activities are
aligned with the EU Taxonomy criteria. The share of OpEx within
the scope of EU Taxonomy was 1,8%% and share of Capex within
the scope of EU Taxonomy was 1%. This alignment is reported
under the alignment of climate change mitigation.



Amount and share of selected financial metric that is aligned in Extreme weather events disrupting our production and logistics
2022 and 2023: supply chain were identified as the most material physical risk

. based on highest potential financial impact. Therefore, the analysis
. . . Share aligned under | . ,
Financial Metric EUR investigated how acute weather events such as flooding at our
EU Taxonomy

production facility in Romania and our warehouse in Germany, and

2023 , , o
oD 2500,000 19% tropical cyclones at our US locations would effect our operations in
the short, medium and long term.
OpEx 600,000 1.8%
Revenue/Turnover 40,000,000 3.4% For transition risks we identified climate-related regulations as
2022 most likely to affect Nokian Tyres' operations in several ways.
CapEx 20,888,888 16% Policies about deforestation may affect prices and availability of
OpEx 10,300,000 27% raw material while carbon pricing may affect Nokian Tire's
QevEnuE U GyEr 532,800,000 30% operational costs and regulatory changes may lead us having to

develop our product portfolio accordingly. Another analysed
transition risk is the replacement of fossil-based raw materials with
The difference in share aligned under EU Taxonomy between the more renewable materials, touching on price and availability.

two years is explained by changes in the EU Taxonomy criteria.
For the analysis of physical risks, we used the the SSP scenarios

SSP1-2.6 and SSP5-8.5. The first scenario analaysed was the SSP1-
2.6. In this scenario, global CO, emissions would be strongly
reduced but the objective of zero emissions is not reached until
after 2050. The temperature increase stabilizes around 1.8 °C by
the end of the century and although the worst consequences of
climate change have been avoided, severe weather events are
more frequent than before.

In 2023 Nokian Tyres carried out a scenario analysis to increase
our understanding of the resiliency of our company and how
certain scenarios in the short, medium and long term may impact
us financially moving forward.

The scenario analysis was carried out between December 2023
and February 2024. To pursue the analysis we first had to conduct
a risk assessment process in order to identify what are our most
material physical and transition risks.

Secondly, SSP5-8.5 which is the “worst case scenario”, was also
used for the scenario-analysis. This is a high emissions scenario
where current levels of CO, emissions would have almost doubled



by 2050. The world's rapid economic growth is driven by fossil fuel
exploitation and energy-intensive lifestyles and by 2100 the
average temperature of the planet will have risen by 4.4 °C.

For the transition risks two of the International Energy Agency's
(IEA) climate related scenarios were used; The Announced Pledges
Scenario (APS) Incorporates climate commitments made by
governments, including Nationally Determined Contributions
(NDCs) and net zero targets. APS is associated with a projected
temperature rise of 1.7 °C by 2100. The Net Zero Emissions by
2050 (NZE) Scenario aims to limit global warming to 1.5 °C and
assumes aggressive gains in energy efficiency and consumer
behaviour changes. NZE anticipates significant reductions in fossil
fuel demand, an increase in carbon taxes, and relies on a
foundation of renewable energy.

The chosen scenarios are based on the most recent scientific
research and align with the terms set out in the Paris Climate
Agreement. The scenarios chosen in particular are relevant to look
at as they present a narrative for risks to play out in both best-case
scenarios as well as worst-case scenarios.

Global surface temperature change relative to 1850-1900
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SSP Scenarios

The scope of operations for the physical risks used in the scenario-
analysis were production and warehouse locations. As for the
transition risks the scope was the organization as a whole.

The time horizons used in the analysis are as in table below:

Time Horizon

Short-term <2030
Medium-term 2030-2040
Long-term 2040-2050



Results

The results from the physical risk assessment highlight the
potential consequences that extreme weather events can have on
our business.

The analysis showed a likelihood for increased tropical cyclone
intensity at our US locations, especially under the SSP5-8.5
scenario which models the most extreme temperature rises. These
temperature rises can affect sea surface temperatures and lead to
to more frequent and intense formations of tropical cyclones. They
can thus get a longer lifespan and may become stronger inland.
The greatest inland damage that cyclones bring are torrential rains
that can cause flooding. One of Nokian Tyres' production facilities is
located in Dayton, Tennessee - an area in which remnants of
tropical cyclones are precedented’ and may increase. Dayton is
situated by a large river and is already vulnerable to flooding.

As research shows that the occurrences of tropical cyclones are
not expected to become significantly more frequent? and IPCC
estimates only a medium confidence of increase in the analysed

" National Hurricane Center and Central Pacific Hurricane Center. (n.d.) Hurricanes in
History. https://www.nhc.noaa.gov/outreach/history/

2 E.g.. Li, Y., Tang Y. Wang, S. et al. Recent increases in tropical cyclone rapid intensification
events in global offshore regions. Nat Commun 14, 5167 (2023).

3 Ranasinghe, R., A.C. Ruane, R. Vautard, N. Arnell, E. Coppola, F.A. Cruz, S. Dessai, AS. Islam,
M. Rahimi, D. Ruiz Carrascal, J. Sillmann, M.B. Sylla, C. Tebaldi, W. Wang, and R. Zaaboul, 2021:
Climate Change Information for Regional Impact and for Risk Assessment. In Climate Change
2021: The Physical Science Basis. Contribution of Working Group | to the Sixth Assessment
Report of the Intergovernmental Panel on Climate Change [Masson-Delmotte, V., P. Zhai,

A. Pirani, S.L. Connors, C. Péan, S. Berger, N. Caud, Y. Chen, L. Goldfarb, M.I. Gomis, M.

areas’, the likelihood of the above risk is classified as low in the
short, medium, and long term. However, as they can be expected
to entail more damage, an occurrence of it holds the potential to
disrupt Nokian Tyres' operations. As the likelihood of stronger
cyclones grows along with the rising sea temperatures?, so does
the estimated potential financial impact of this risk and can be
considered low during the short-term (0.2-2 million EUR) and
medium in the medium- and long-term (20-200 million EUR). As
tropical cyclones are formed over sea, travel towards land and
diminish in strength the further inland they go, Dayton is more
exposed to tropical cyclones than Shorewood since it is located
closer to the coast.

Further, our analysis showed that changes in seasonal precipitation
patterns and a likely higher risk for extreme rainfall in both
analysed scenarios’ ° create a plausibility for flooding at the
production site in Oradea, Romania and the warehouse in Otzberg,
Germany. The financial impact of this risk is considered low in the
short-term (0-2 mill EUR) and high in the medium- and long-term

Huang, K. Leitzell, E. Lonnoy, J.B.R. Matthews, T.K. Maycock, T. Waterfield, O. Yelekgi, R. Yu,
and B. Zhou (eds.)]. Cambridge University Press, Cambridge, United Kingdom and New York,
NY, USA, pp. 1767-1926, doi:10.1017/9781009157896.014.. p. 1835

“Eg Li Y, Tang Y., Wang, S. et al. Recent increases in tropical cyclone rapid intensification
events in global offshore regions. Nat Commun 14, 5167 (2023).
https://doi.org/10.1038/s41467-023-40605-2

°>The World Bank Group. (2021). Climate change knowledge portal. The World Bank
Washington DC. https:/climateknowledgeportal.worldbank.org

© Climate Analytics, 2023. Climate Impact Explorer. Available at: https://climate-impact-
explorer.climateanalytics.org/.



https://www.nhc.noaa.gov/outreach/history/
https://climateknowledgeportal.worldbank.org/

(20-200 mill EUR). To mitigate such risks Nokian Tyres plans to
invest in building design and insurances.

The results of the transition risk analysis showed that carbon taxes
are expected to rise significantly in both scenario’. Under the
Anounced Pledges Scenario, carbon taxes are expected to rise to
135 USD by 2030, 175 USD by 2040, and 200 USD by 2050. More
significant increases can be seen under the NZE scenario, where
carbon prices are expected to rise to 140 USD by 2030, 205 USD
by 2040 and 250 USD by 2050. Based on our analysis we consider
the likelihood of carbon prices affecting us in the short, medium
and long term as high and thus having the potential to cause a
medium financial impact (3-20 million EUR).

The analysis also showed that under both scenarios, both price
and availability of more renewable materials can be expected to be
vulnerable®. As the development of alternatives is still on-going the
likelihood of this risk affecting Nokian Tyres short-term can be
expected to be high, and medium in medium and long term. As this
transition requires high resources for R&D and a shortage of the
material can entail a high loss of income, the potential financial risk
of is considered high in the short term (20-200 million EUR) and
medium in the medium-, and long-term (3-20 million EUR). To
mitigate these risks Nokian Tyres plans to keep investing in R&D
regarding both natural rubber and other alternatives to fossil-
based materials. By investing in early research regarding both

7 OECD (2023), World Energy Outlook 2023, OECD Publishing, Paris,
https://doi.org/10.1787/827374a6-en p. 297

Nokian Tyres can create itself the opportunity to stay ahead of the
curve and avoid being affected by potential supply shortages and
price spikes.

8 E.g:Boon, Z, Teo, Y. and Ang, D. (2022). Recent development of biodegradable synthetic

rubbers and bio-based rubbers using sustainable materials from biological sources. RSC

Advances. 12. 34028-34052. 10.1039/D2RA06602E.
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Risk Management

The Board of Directors approves a risk management policy aimed
at supporting strategic objectives and ensuring business continuity
within the group. Nokian Tyres addresses climate risks through a
corporate procedure encompassing identification, evaluation,
prioritization, and action.

Step 1: Mapping and identification of relevant climate-related risk

The first step involves mapping and identifying pertinent climate-
related risks, which are integrated into the broader risk
management framework of the company. Risks and opportunities
related to Nokian Tyres' operations are identified by conducting a
double materiality analysis and consulting multi-
(internal)stakeholders.

As part of this process, a specialized environmental and
sustainability unit is established to prioritize the identification of
climate-related risks. Their task is to stay up to date on available
information and legislation related to global warming and the
sustainability sector, evaluate our operations in relation to global
warming, evaluate possible areas of improvement, and circulate
information internally. Their responsibilities also include conducting
risk analysis on specific risk subjects or targets.

Step 2: Strategic Evaluation at Company Level

As part of our integrated risk management process, we further
evaluate the strategic implications of climate-related risks and
opportunities at the group level. Identified climate risks are
assessed by a multi-(internal) stakeholder working group. This
assessment encompasses various factors including strategic risks,
market effects, reputation risks, potential for goodwill, and strategic
opportunities.

Step 3: Determining impact

The strategic evaluation of climate-related risks is conducted in
conjunction with all other corporate risk assessments as part of
our annual enterprise risk analyses. Within these analyses, we
utilize a ranking system (1-3; low, medium, high) that considers
severity, likelihood of the risk occurring, and existing controls. We
assess both the long-term strategic and financial impacts on the
company. All time horizons encompass the potential impacts of
climate risks throughout the entire value chain, spanning from raw
material suppliers to our own emissions and energy consumption,
logistic suppliers, customer behavior, and market changes. When
the impact of each risk and opportunity has been assessed the
highest risk impacts and most beneficial opportunities are
identified and prioritized.

As part of risk management, Nokian Tyres’ has conducted a
scenario analysis for some of the identified potential risks to

26



increase our understanding of expected trends and how they may
come to affect Nokian Tyres in different emission scenarios as well
as within different time horizons. That way, the scenario analysis
has provided a more profound foundation for prioritization and
actions needed to respond to the analysed risks.

Nokian Tyres is planning on updating its risk management policy in
the near future.

Low 1/1000
Medium 1/100
High 1/10

Very Low <0.1 million EUR
Low 0.2-2 million EUR
Medium 3-20 million EUR
High 20-200 million EUR
Very High >201 million EUR

Step 4: Responding to Climate-related Risks and Opportunities

Responsibility for strategic responses to climate-related risks and
opportunities, as determined by enterprise risk management

(ERM), rests with the appropriate managers. Their responsibility
involves annually reviewing and assessing the validity of the
previous analysis, implement and all decided improvement actions,
and offering new suggestions if necessary to mitigate, transfer,
accept, or control high-impact risks, as well as capitalize on
identified opportunities throughout the value chain. Based on the
environmental information generated by the specialists, the annual
development targets (indicators and development actions) are set
with the management responsible of each unit (esp. supply
operations). The management is responsible for implementing the
development and the specialists follow the development and
indicators, providing follow-up information at group level.

Similarly, climate-related opportunities are integrated into strategy
and other financial planning but are also treated by a dedicated
specialist unit in environmental and sustainability matters to reflect
their strategic importance.

A similar approach is applied to climate-related opportunities,
which are part of annual strategic evaluations and analyses.
Financial impact and likelihood of an opportunity unfolding
determines the overall ranking and impact of opportunities.



The Group's risk management policy focuses on managing both the
risks pertaining to business and the risks affecting the achievement
of the Group's goals in the changing operating environment. The
risks are classified as strategic, financial, and hazard risks. The
process outlined above for identifying, assessing, prioritizing, and
monitoring climate-related risks and opportunities falls under the
category of strategic risks.

The risk management process aims to identify and evaluate the
risks, and to plan and implement practical measures and
continuous monitoring for each risk. Among others, such measures
may include avoiding the risk, reducing it in different ways or
transferring the risk through insurance policies or agreements.
Control functions and measures are verification or back-up
procedures applied to reduce the risks and ensure the completion
of the risk management measures.

Responsibility for identifying, evaluating and to large extent,
managing risks is delegated to business units, business areas and
functions. The process for identifying and evaluating climate risks
would fall to the sustainability steering group. Assisted by the
People and Sustainability Committee, the Company’s Board of
Directors has overall responsibility and monitors and assesses the
efficiency of the Company’s risk management mechanisms. It also
monitors the assessment and management of risks related to the

Company's strategy and operations. The People and Sustainability
Committee monitors that the risk management actions are in line
with the risk management policy.

STRATEGY, TARGETS AND FOLLOW-UP

BOARD OF DIRECTORS
GROUP'S MANAGEMEMNT TEAM
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Metrics and Targets

Nokian Tyres' Sustainability Strategy is drawn up for a five-year
timeframe, aiming to guide our sustainability initiatives and



progress. In 2020, we established new sustainability goals for 2025°
in alignment with our Sustainability Roadmap. These objectives are
also aligned with the CO, emissions reduction targets approved by
the Science-Based Targets initiative (SBTi). Notably, in 2020, Nokian
Tyres achieved the distinction of being the first tire company to
have its CO, emissions reduction targets approved by the SBTi.

GHG Emissions

Scope 1, 2 and 3 emissions are calculated throughout the value
chain of Nokian Tyres. Part of the energy that is needed in
production is generated on-site (excluding Finland) and these
emissions are included in scope 1.

In 2023, our location-based emissions from scope 2 were 30,820
tCO2e. The calculation of these emissions is based on the average
emissions intensity of power grids in our production facility
countries. Market-based scope 2 emissions for 2023 were 15,470
tcO2e. Emission calculations were based on purchased electricity
emission factors for all locations except Finland, where the
emissions calculation is based on the supplier’s certificate of the
actual energy sources used.

9 Nokian Tyres. Sustainability targets and achievements.
https://www.nokiantires.com/company/sustainability/fundamentals/our-targets-and-

CEmissons June ooz |23

Scope 1 tCO.e
Scope 2 (location-based) tCOze
Scope 2 (market-based) tCOze
Scope 3 tCOze

10,570 12,690
27,780 30,820
20,700 15,470
7,219,650 8,133,890

achievements/#:~:text=Nokian%20Tires'%20sustainability%20g0als%20for%202025&text=2

ero%20waste%20to%20landfill%20from,Fulfill%20all%20local%20authority%20requirements
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Other Emissions

Solvents or volatile organic compounds (VOCs) contribute a
significant amount of our total emissions emitted. The legislation
surrounding VOCs varies on a country-by-country basis and thus,
our reporting follows the same method.

In Finland, VOC emissions are calculated according to the EU VOC
directive, which is based on used solvents. In Nokian Tyres
operation, solvents are used in the production of heavy tires (also
known as industrial tires). No solvents are used in the production
of passenger tires.

In Finland we have set a target to comply with the total emissions
limit set in the environmental permit, which is 60% of the solvents
used.

VOCs Emissions 2022 2023

VOCs Emissions Tons 51,5 48,3

Internal carbon price

Nokian Tyres has internal carbon price in use. Its goal is to identify
energy intensive investments and through that drive energy
efficiency and change internal behavior. The internal carbon price
is €50 / metric tonne of greenhouse gas emissions.

Targets

Nokian Tyres has joined the Science Based Targets initiative, and
our first approved targets were published in May of 2020. The four

Nokian Tyres Climate-related Targets

Reduce emissions from raw material tire production by 25% (Scope
3)

Reduce CO; from logistics by 25% (Scope 3)

Reduce CO; emissions from tire use by 25% (Scope 3)

52% reduction in GHG emissions intensity (Scope 1 & 2)

Targets have been validated by the SBTi and GHG emissions are calculated according to
the Greenhouse Gas Protocol.

targets are intensity targets and reductions are aimed to be made
per ton of tires. The targets are in line with Paris Agreement and
have a base year of 2018 for targets 1-3, and 2015 for target 4.
Nokian Tyres includes only the emissions of its tire production
facilities in its SBTi targets. All other operations are considered
insignificant and therefore excluded.



Emissions in target areas

In 2023, Nokian Tyres achieved one of its key climate targets seven
years in advance and made a commitment to achieve net-zero
greenhouse gas emissions by 2050. The company is currently in
the process of having new, more ambitious emission

reduction targets to be validated by the SBTi. The new scope 1 + 2
emission targets will be aligned with the 1.5 degrees pathway.’

This process will involve updating operational units and refining
calculation methods for the metrics used to measure progress
toward our targets. As a result, we currently do not have precise
emissions data related to these targets.



Target

Reduce emissions from tire raw material
production by 25%

Reduce CO; emissions by 25% per ton of tires
in logistics

Reduce CO; emissions from tire use by 25%

Cut tire productions CO; emissions by 52% per
ton of tires

Description

Raw material producers will be transitioning to
zero or low-emission energy and improving the
energy efficiency of the entire production
process

Increasing the share of biofuels, improving the
efficiency of engines, and optimizing routes
further are key methods.

Overall reduction of vehicle emissions plays a big
part in improvements. Lowering the rolling
resistance of a tire also reduces the fuel
consumption of the vehicle.

Most of the energy that we purchase should be
low-emission or zero emission and produced
with renewable forms of energy. Improvements
in energy efficiency will also reduce emissions.

Actions 2023

A study regarding suppliers' CO,emissions
reporting capabilities and short- and long-term
emission reduction plans, focusing on suppliers in
the highest CO,emitting raw material categories.
Collecting product level CO2 data from raw material
suppliers.

A study regarding suppliers' CO,emissions
reporting capabilities and short- and long-term
emission reduction plans, focusing on biggest
spend suppliers. Collecting product level CO»data
from transportation suppliers.

No new A class rolling resistance tires added to
product portfolio during 2023. Additions depend
on product launches.

Nokian Tyres already achieved this target in 2023.
Continued purchasing electricity generated only by
wind and hydropower for the Finnish operations
and renewable energy certificates for the factory in
the US. Investigated possibilities to purchase
guarantees of origin for heat in Finland.



Performance against target(s)

At Nokian Tyres we improve our energy efficiency continuously and In 2021 we implemented a carbon shadow price and continue to
increased the share of renewable energy in our operation in 2023. use it through 2023. The objectives of implemented a shadow price
It was also decided in November 2022 to invest in a new zero CO; is to change internal behaviour towards CO;emissions and drive an
emission passenger car tire factory in Romania. Commercial tire energy efficient mindset. The price currently covers emissions from
production is expected to begin in early 2025. This facility will allow scope 1 and scope 2 and has been integrated into our strategic

us to make progress in reaching our emission goals. decision-making processes. We have set a target to increase

awareness of carbon emissions related to energy intensive
investment projects.

We have initiated increased collaboration with our transportation
suppliers to prioritize the collection of primary data. In 2022, we
established a requirement within our raw material contracts
requiring suppliers to monitor and report their emissions to Nokian
Tyres at least annually.

Target in 2023 Status in 2023 Target 2024 Science-based target
Lower tire factory GHG emission Achieved: 158 CO; kg/product ton <195 CO2 kg/product ton  52% decrease in the GHG emissions
intensity. intensity from 2015 to 2030.

Achieved already in 2023. A new
target will be set during 2024.

Product Carbon Footprint for 40 raw Product Carbon Footprint for 53 Product Carbon Footprint ~ 25% decrease of raw material CO;

materials from suppliers. raw materials received from for 70 raw materials from  emissions by 2030 vs. 2018 base
suppliers. suppliers. year.

Collect CO2 data from 15 Collected co2 data from 15 The CO; data from 25% decrease of transportation CO;

transportation partners. transportation suppliers. suppliers covers at least emissions by 2030 vs. 2018 base

60% of transportation that  year.
Nokian Tyres purchases.



Carbon credits

Nokian Tyres does not use any carbon credits.



