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Once it was Guf & distanit dream

— & Finnssh winfer Tyre for Nordie conalfions.

The dream lecame reality, and this was recognised
around the worlid. The Nokian Hakkapelitlt has kept
winfer drivers ow The road for 70 years.

The master of snow-covered roads has remained
wnsurpassed. And The road goes on - fo-work,
The summer cotlage; winter vacation destinaiion:
places where conditions ao- not favour The ariver.

Noian Hagrapeliille aoes.




For kings and vagabonds
Loast Rowd, The Great Army Road,
the Ol Road fo- Russia; Lommon
Highway, Lower Vylorg Road..

The passage connecting Turkw fo-
Vyﬁvf‘y, Toany known as The King 5
Road, has beer called many names
over The past centuries. [f was not
called The King s Road, even when
royally fravelled on it, buf that /s
nevertheless what it was: a road
mainiained by The Crown and paid
for by encumbrances sef upon The
common folk. The earlest history of
The road is ungnown: At some point,
when the: Turkw and Viyborg castles
were burlt i The lnfe I21h century,
horse paths began 1o-emerge on This
rowle and gradwally replaced the ot
roufe foflowing the coast of The Gulf
of Findand that had been wsed since
the Viking era. Todny, those horse
paths have evolved info- The main
channel leading Through the constal
areas i southern Fintand. You can
follow The rowte for a very long as-
Tance; as far as The road fakes yow:

Finland

Helsinki
St. Petetersburg

Contents

MisSioN Statement ..o 2
Company in Dref ..o 2
Newest products, production and sales
Strateqy and ValUBS ..o,
PrOfIt CENTIES ..o 6
President’s letter
Hakkapeliitta 70 Years........ccooooivoecoeoeeeeeceeeeee. 10
HOME MArket.......coooovoeeeeeeeeeeeeeee.
Russian market
VIBNOT .
Global MArket ..o
Research and Development .........c..ccccoccoven.e.
Processes ...

Competence
Environment and Safety ...
COrPOrate gOVEMNANCE ...
Board of DIrectorS.....o.ccovvveeveeeeeeeeeee
MBNAEMENT ...

Financial review

Nokian Tyres 1996-2005.........ccccoovovoereeereeeeeeeeen. 50
Report by the Board of Directors ........ccccoocovveeveercvcenan. 51
Consolidated Income Statement and Blance Sheet ... 58
Consolidated Cash Flow Statement .........c..ccccooevveennn.n. 59
Consolidated Statement of Changes in Equity ............... 60
Notes to the Consolidated Financial Statements............ 61
Parent Company Income Statement and

Balance SNeet ... ..o 92
Parent Company Cash Flow Statement..............c..cc....... 93
Notes to the Financial Statements of the

Parent COMPANY ..o
Information on Nokian Tyres Share ................

The Board’s Proposal for the Use of Profit

AUdItors RePOTt ........oovveveeeeeeeeeeeee

Investor INFOrMatioN ..........co.covvvvveeeceeeee s

Contact INfOrmMation ........ccovveeeeeeeeeeeeeeeeeeeee



Mission statement

NOERRNEROIE

Safest Tyres for
Nordic Conditions

We have the innate ability to understand customers operat-
ing in Nordic conditions and to know their needs and expecta-
tions.

We focus on tyre products and services that provide our
customers in Nordic conditions with sustainable added value
and build the foundation for our company’s profitable growth
and successful business.

Success factors

- focus on expertise of Nordic conditions and businesses

- focus on car tyre replacement markets, growing market
areas and product segments

- share of value added products more than 90% of own
production and sales

+ R & D and production of core products in own control

- strong reputation and brand

- rapidly renewing product range and innovative products

- car winter tyre range most extensive in the world

- efficient logistics and seasonal management

- special know-how in Russian markets

- own strong distribution channel in Nordic countries and
Russia

- direct contact with end users

- cost efficient production and high level technology

- skilled personnel and Hakkapeliitta culture

Expertise in Nordic conditions

Nokian Tyres is the largest tyre manufacturer in the Nordic
countries and one of the most profitable companies in its
industry world-wide. The company develops and manufactures
summer and winter tyres for cars and tyres for a range of heavy
machinery. It is also the biggest retreading materials manu-
facturer and the biggest retreader in the Nordic countries. In
addition, Nokian Tyres runs the Vianor tyre chain with 197 out-
lets across Finland, Sweden, Norway, Estonia, Latvia and Russia.
Some Vianor outlets operate on.a.franchising basis.

Key markets include Nordic countries, Russia, North
America, Eastern Europe and Alpine area, i.e. countries with
demanding driving conditions caused by changing seasons or
other reasons.

Global tyre markets grow only by a couple of percentages
per year. Nokian Tyres’ focus is on areas growing more rapidly
than the overall market and on product segments with strong
growth in demand. Nokian Tyres’ core products include car win-
ter tyres, ultra high performance summer tyres and forestry
tyres. The share of these value added, high margin products
is more than 90% of Nokian Tyres” own production and sales.
All Nokian-branded car tyres are sold on replacement markets.
Key success factors include the continually upgraded product
range and innovations that deliver genuine added value to the
customer.

The focus strategy adopted at Nokian Tyres has enabled
the company to outperform the average annual growth in the
tyre industry. Despite the powerful growth, the company has
retained its position among the most profitable tyre.companies
in the world.

The company’s product development, administration and
marketing functions are located in the Nokia facility in Finland.
The company has two factories, one in the town of Nokia in
Finland and the other one in Vsevolozhsk in Russia. The Russian
factory is a new one; the operations started in the summer
2005. Certain products are produced as contract manufacturing
in other tyre manufacturers’ factories for example in the USA,
Indonesia, Slovakia and China. Nokian Tyres has its own sales
companies in Sweden, Norway, Germany, Switzerland, Chech
Republic, Russia and the USA.

In 2005, Nokian Tyres booked net sales of EUR 686.5 mil-
lion and employed 3,201 people. Of that Vianor Tyre chain
employed 1,297 people and-the Russian factory 172 people.

Nokian Tyres plc was founded in 1988 and it was listed
on the Helsinki Stock Exchange in 1995. The company ‘s roots
go back all the way to 1898, when Suomen Gummitehdas Oy,
or the Finnish rubber factory, was established. Passenger car
tyre production began in 1932 and the company ‘s best-known
brand, the Nokian Hakkapeliitta tyre, was launched in 1936.
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Newest products Production and sales 3

Passenger car and van tyres Factories and sales companies

Hakkapeliitta winter tyre family e Own production o Contract manufacturing e Sales companies

m | .

Nokian Nokian Nokian Nokian WR
Hakkapeliitta 5 Hakkapeliitta 4 Hakkapeliitta RSi

Summer tyre family

Nokian NRY Nokian Z Nokian NRVi Nokian NRHi Nokian i3

Nokian SUV-tyres
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Personnel satisfaction

Nokian Tyres is a respected and attractive workplace. Our per-
sonnel are highly skilled and motivated. Our activities are char-
acterised by our desire to continuously develop our personal
skills as well as the company.

Shareholder satisfaction

We are the most profitable tyre manufacturer and tyre distribu-
tor in the industry. Our consistently good performance trans-
lates into good share price development and dividend policy.

The best processe's'??the business
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We thirst for prd‘ht we are quick and brave. We set ambltlous
objectives and perform our work with persistence and perse-
verance. We are dynamic and punctual, and we always

make customer satisfaction our first priority.

Inventiveness = The will to survive

We have the skill to survive and excel, even in the most chal-
lenging circumstances. Our competence is based on creativity
and inquisitiveness, and the nerve to question the status quo.
We are driven by a will to learn, develop and create something
new.

Team spirit = The will to fight
We work in an atmosphere of genuine joy and action. We work

Our key processes and our business network are efficient and " as a team, relying on each other and supporting each other,

represent the cutting edge in the industry. We uphold the prin-
ples of the responsible citizen in-

offering constructive feedback when needed. We embrace dif-
ferences, and we also encourage our team members to indi-
vidually pursue winning performances.




Profit centres

Manufacturing and Vianor

Passenger car and delivery van tyres

This product centre covers the development and production of
summer and winter tyres for passenger cars and delivery vans.
Key products include studded and non-studded winter tyres as
well as high-speed and ultra high performance summer tyres
which are the most rapidly growing segments in the tyre mar-
kets. Net sales are primarily generated in the Nordic countries
and Russia. Other significant market areas are Eastern Europe,
the Alpine region and North America. The share of winter tyres
is approximately 80% of the unit’s net sales. Approximately 50%
of summer tyres are high performance or ultra high performance
tyres. Product range has seen the quick introduction of new prod-
ucts, and the market position of Nokian-branded tyres is strong
in the key markets. Research and development work is quided by
the principle of sustainable safety and by the innovations improv-
ing tyre safety. Core products are manufactured at company’s
factories in Finland and in Russia and they are sold in the replace-
ment markets. Contract manufacturing takes place in Slovakia,
Indonesia, China and in the USA.

Heavy tyres

active and the share of original equipment is approximately 50%
of the heavy tyre net sales. Key markets in addition to the Nordic
countries include Central and Southern Europe, the USA and Can-
ada. The majority of the products are manufactured at the Nokia
factory. Nokian Heavy Tyres was incorporated to an independent
company as of 1.1.2006.

Vianor

Nokian Tyres owned Vianor tyre chain is the biggest and the most
extensive of its kind in the Nordic countries. The chain consists
of 197 sales outlets located in Finland, Sweden, Norway, Esto-
nia, Latvia and in Russia. Some outlets operate on a franchis-
ing basis. All sales outlets have a uniform visual appearance and
product selection. Vianor chain sells car and van tyres as well as
truck tyres. In addition to Nokian brand, Vianor sells other leading
tyre brands. The product range also features other automotive
products and services such as rims, batteries and shock absorb-
ers. Vianor also takes care of tyre changes, installations and oil
changes. The latest service concepts include tyre hotels.

Other operations

Retreading operations and truck tyres unit is responsible for the
manufacture of retreading materials, all operations related to the
company’s retreading business as well as for the development
and sales of truck tyres. Nokian Tyres has a total of 7 retreading
factories in Finland, Sweden, Norway and Russia. The company
is the only manufacturer of retreading materials in the Nordic
countries and the the biggest retreader in the area. Retread-
ing materials are used for retreading truck tyres, a variety of
industrial machinery tyres and car and van tyres. Key products
include winter treads for truck tyres. Main markets are the Nordic
countries and the strongest growth potential is in Russia and in
North America. The retreading materials are manufactured at the
Nokia factory in Finland and as contract manufacturing in Austria.
Nokian truck tyres are manufactured as contract manufacturing in
Spain. The name of the unit was changed to Nokian Truck Tyres
1.2.2006.

Heavy tyres profit centre comprises tyres for forestry machinery,  Profit centres in 2005 change in Share of Operating share of new
. ; ; ] ‘ Net sales net sales from company profit products of Personnel
special tyres for agricultural machinery, tractors and industrial MEUR  previous year, % net sales, % MEUR net sales, % (at year-end)
machinery. Product development in this product area concentrates .
q . duct nich hoas f v t d Passenger car and delivery van tyres 416.2 14.2 55 101.9 27 1189
on narrow and growing product niches such as forestry tyres an Heavy tyres 2 250 m v > 30
special tyres for tractors and various industrial machines. Forestry Vianor = =0 = 53 e
tyres is the number one prOdUd segment. The company has Retreading operations and truck tyres 30.1 not comparable 4 12 19

about 30% share of the global forestry tyre market. Nokian Tyres
has developed tyres for what is known as CTL (Cut to Length)
machinery, invented in the Nordic countries, and the company
is the world's market leader in this area. Nokian heavy tyres are
sold in the original equipment and replacement markets. Co-
operation with the machinery and equipment manufacturers is



Profit centres

Key figures, IFRS ¢

Change
Milj. EUR 2005 2004 %
Net sales, MEUR 686.5 603.3 13.8
Operating profit,
MEUR 115.8 115,.6 0.2
% of net sales 16.9 19.2
Profit before tax 112.6 103.0 9.4
% of net sales 16.4 171
Return on net
assets, % 21.4 281
Return on equity,
% 222 313
Interest bearing
net debt, MEUR 119.5 1633 -26.8
% of net sales 17.4 271
Gross investments,
MEUR 119.6 57.8 107.0
% of net sales 174 9.6
Net cach from
operating activi-
ties, MEUR 30.2 569 -46.9
Earnings per
share, EUR 0.695 0.687 1.2
Cash flow per
share, EUR 0.26 0.53 -51.8
Shareholders’
equity per
share, EUR 3.89 247 57.3
Equity ratio, % 59.1 46.4
Personnel,
average during
the year 3,041 2,843

Net sales
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Group’s net sales by market area
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Sweden .....
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Russia & CIS
Eastern-Europe ..
Other Europe ..... -
NOrth AMErica ......ccccueveereeveeerecrreeeneene 11%
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* In this Annual Report year 2004 and 2005 figures are according to IFRS and previous years according to FAS.
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Letter from the president

Dear reader,

In 2005, Nokian Tyres made significant investments to lay the
foundation for future growth and development. These invest-
ments focused particularly on market areas where capacity short-
age, customs duties or other similar restrictions have previously
dampened our growth. For Nokian Tyres, 2005 also marked a
year of many events and significant changes.

In 2005, the first phase of Nokian Tyres” second main produc-
tion facility was completed in Russia. The project progressed very
quickly from the planning stage to production. We recruited some
two hundred Russian employees and trained them the skills
required in the tyre professions. We discarded our one-plant oper-
ating model and became a truly networked company in terms
of production, sales and distribution. We expanded the Vianor
tyre chain with more than 30 new sales outlets in Russia and
Sweden. Furthermore, we carried out acquisitions in the Czech
Republic and in the United States to reinforce our distribution and
logistics operations. These were very successful undertakings, but
needless to say they created costs and pressure in net working
capital.

Compared with the previous year, the markets were much
more challenging and showed more intense competition. The
growth of tyre demand slowed in the Nordic countries and else-
where in Europe. Offsetting the increased raw material prices
with increases in tyre prices was more challenging. Price pres-
sure was further aggravated by the growing popularity of online
trading, spare parts dealers entering the tyre business, and the
growing import of cheap tyres.

Intensified competition and the warm winter reflected on
passenger car sales in the third quarter. However, strong sales
efforts in the last quarter of the year produced good results. Last
year we were able to strengthen our position in Russia, Eastern
Europe and in the United States, and to keep our clear top position
in the Nordic countries. The Heavy tyres unit performed excel-



Letter from the president

lent measured by all criteria with net sales and profit reaching
a record high. At the end of the year, we decided on a spin-off,
which will provide enhanced business development opportuni-
ties for the Heavy Tyres unit. Vianor’s net sales were up and the
network expanded, but its profitability has not yet reached a sat-
isfactory level.

Despite the challenging market situation and heavy invest-
ments in future growth we were able to once again record a
leading result in the tyre business. Our net sales were up and our
profit level remained extremely healthy.

Focus on logistics and capital management
Our weaker performance in the third quarter was a serious reminder
to us of how important it is to remain attentive to the customers
and remain constantly alert to market changes and developments.
We've learned our lesson. We will enhance measures to improve
sales management, net working capital and logistics.

| have pointed out on a number of occasions that Nokian
Tyres” performance should not be assessed on a quarterly basis.
Our business has some special features related to the summer
and winter seasons, which makes a longer-term review more
plausible. In the Nordic countries and Russia about 30% of the
winter tyres are sold to consumers within 10 days of the first
snowfall. In a good season, we sell as many as a million winter
tyres a week. If the best sales season is delayed by just a week,
it has a strong impact on the company’s interim result at that very
moment, but no significant long-term effects.

Growth and investments in 2006

We are looking at another year of challenges and opportunities.
We will face these with added strength and a sharper competitive
edge, knowing that the fierce competition in the tyre markets will
continue.

Nokian Tyres will focus its operations on the strongest growth
areas such as Russia, Eastern Europe and the USA, and on win-
ter, forestry and SUV tyres. We will launch a record number of
new products into the market, thereby improving our chances of
maintaining the competitive position we are striving for. Although
we plan to regain the lost market share in the Nordic countries,
markets outside the Nordic countries will play an increasingly
important role both in manufacturing and sales mix. This year,
the visible effects will include a different sales and performance
structure and timing.

This year we will pay special attention to sales, logistics and
capital management. With the entire year’s capacity of the Rus-
sian plant at our disposal, we will be better equipped to time and
control our production and sales. We will raise the production vol-
umes at the Russian plant as planned. Measures to improve pro-
ductivity at the Nokia facility include a higher degree of automa-
tion. Tyre manufacture is, to a growing extent, being transferred
to lower cost countries. We cannot just watch this development
from the sidelines; instead, we will seek improved cost-efficiency
in manufacturing. In heavy tyres manufacturing we will invest
in production bottlenecks to increase our capacity this year and
next year. In contract manufacturing, we will focus on expanding
our product portfolio. We will continue to extend the Vianor chain
using partner and franchising concepts, and we will introduce
new service concepts and develop the chain’s capital structure.
In Eastern Europe we have advanced our projects designed to
increase manufacturing and distribution, and we expect to have
the decisions on these projects some time this year.

Last year we focused the pre-sales of winter tyres in Russia
strongly on the first half of the year in order to ensure the avail-
ability of our products when the consumer sales began. Thanks
to our own plant in Russia, we no longer need to take similar
measures. Last year was an exception, but we will now return to

the normal course of action and focus the winter tyre sales on the
second and third quarters. This will result in a shift of profits to
later in the year and weaker results in the beginning. Our overall
objective for 2006 is to achieve steady sales growth, steady profit
improvement, and better net working capital.

I would like to thank our customers and personnel for the
commitment they showed to Nokian Tyres” products and ser-
vices, and our efforts to build a better future. With the production
adjustment measures taken at the end of the year, our personnel
demonstrated that the strong Hakkapeliitta spirit at Nokian Tyres
is alive and well. I have great respect and appreciation for that.

Wishing everyone an excellent year in 2006

Kim Gran



Hakkapeliitta 70

“It was my mum that brought me in here,” says workshop engineer
Erkki Pirttijarvi, recalling the summer of 1959. He had just turned 15
and was about to step into the world of adults, his first workplace. His
first employee was Nokian Tyres, who hired Pirttijarvi as an errand
boy. In those days, Nokian Tyres were manufacturing the original Hak-
kapeliitta, successor to the legendary Haka-Hakkapeliitta. Erkki Pirtti-
jarvi continues to work with the Hakkapeliitta tyres every day, but a lot
has changed since his first summer at Nokian Tyres.

Forty-seven years earlier, Suomen Gummitehdas Osakeyhtio had
come up with the brilliant idea of sending its engineer Ragnar Gustafs-
son on a study trip to England and the United States. The company’s
Managing Director, Eduard Poldén, had a dream: to manufacture Finnish
car tyres - even if there were only a few dozen cars in Finland in those
days. Meanwhile, in the United States there were a million cars on
the roads, which convinced Polén of the feasibility of this imaginative
endeavour.

Tyre manufacture started with bicycle tyres. Finally, in 1931, a deci-
sion was made to start manufacturing car tyres. The compressors and
curing presses required for tyre manufacture were ordered, and the
first test tyre was made in July 1932.

“The long period of trying and testing has now come to an end.
The Finnish NOKIA tyre is the fantastic outcome. This tyre has a thick
tread and an effective grip. These tyres are always as fresh as freshly
baked bread - an advantage that has only now become available to the

buyers,” said a newspaper advertisement in 1933, describing the first
Nokian tyre, the so-called summer tread.

Manufacturing operations were soon expanded to cover winter
tyres designed specifically for the snowy Finnish roads. The first winter
tyre was called Kelirengas, “Weather tyre”. Its manufacture began in
1934. This tyre was the starting point for the Lumi-Hakkapeliitta that
was introduced two years later, advertised as the “Winner on snowy
roads”.

The road ahead for the Hakkapeliitta legend was open - or in this
case, ploughed open.

Production volumes continued to grow until the outbreak of the
Second World War. A new factory complex was completed before the
war, and the tyre compressors and other machinery ordered from the
United States arrived in Finland just before the Winter War began. Dur-
ing wartime, production served the needs of the Armed Forces. The raw
material also changed: real natural rubber was replaced with buna, a
synthetic German rubber. Scrap rubber was also used for tyre manufac-
ture during the war.

When the war ended Nokia took determined measures to catch up
with its competitors on the product development front. The number of
cars in Finland grew rapidly, and Nokian Tyres increased its production
volumes in the late 1950s and started to export tyres to Sweden. The
spearhead product was the diagonal Hakkapeliitta winter tyre.

“Tyre manufacture used to be sweaty, sooty and hard work,” says

The world’s first winter tyre for a passenger car: Lumi-Hakkapeliitta
(Snow Hakkapeliitta). A poster from 1936.

A huge quantum leap from
the 1930s to 2006. Great
changes and small miracles.
The core remains the same:
safe tyres to take people to
their destination regardless
of the conditions.

Kelirengas

Lumi-Hakkapeliitta

Hakkapeliitta 05

Haka-Hakkapeliitta

Hakkapeliitta Radial 06 Hakkapeliitta 08
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A poster from the mid-1960’s picturing the cheerful Hakkapeliitta family.

Erkki Pirttijarvi, whose career in Nokian Tyres has lasted almost half a
century.

Tyre manufacturing was a strictly male job in those days, because,
before the era of automation, semi-finished tyres had to be lifted and
moved manually.

The following decade was a time of drastic growth in production
volumes, and exports to Sweden grew. The plant was expanded in
1968 to accommodate the increased demand, and to meet the chal-
lenges involved in the manufacture of the newest tyre industry innova-
tion: the radial tyre.

Hakkapeliitta 09 Hakkapeliitta 10
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Radial tyres were a great success in the early 1970s. The Hak-
kapeliitta Radial 06, introduced in 1971, received a warm welcome
from winter drivers driving on snowy roads. After the mid-1970s there
was a recession; a result of increases in raw material prices, higher oil
prices, a slowdown in the growth of the car fleet, and the consider-
ably longer lifespan of radial tyres compared with their predecessors.
Production volumes began to grow again in the 1980s and the Hak-
kapeliitta 09 was a big sales hit. Its popularity was strengthened by a
tyre test in the Tekniikan Maailma trade magazine that concluded: “The
best winter tyre we have ever tested.”

The global tyre market was suffering from overcapacity, and Nokia
couldn’t avoid lay-offs either. “Zero-nine” continued to sell very well,
and the Hakkapeliitta 09 broke the 5-million barrier in 1987.

Product development began to gain momentum throughout the
new decade and into the new millennium. Product selection was
quickly renewed, and more emphasis was placed on specialisation.
The focus was on the high end of the tyre markets, and the world’s
northernmost tyre test centre in Ivalo was busy developing cutting-
edge winter tyres, such as the Nokian Hakkapeliitta 4 and Nokian Hak-
kapeliitta 5.

All of this has made a profound impression on Erkki Pirttijarvi, who
has been working with tyres for decades. The only things in common
with the tyres back in his errand-boy years are the black colour and
the round shape.
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moulds to the conveyor belt.
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The 21st century tyre factory is highly modern and automated. Approxi-
mately 18,000 tyres are manufactured per day.




'F:'L

J
|F

 F

= 51 fl'lll il I‘I i Whkaia ||

o= S PR,

Small world

Cars are more sfreamiined and The enfire worlds road mayps - complete with
shabty corners and pages illusTrated with cofiee stains - fif info- your, jacket
pockel, The glote is shrinking. Nevertheless, The lanascape prevasls, as ao-the
Travellers” open minds and The thila-like curiosity in fheir eyes.




Home market

13

Our target is to be the leading tyre manufacturer in the Nordic countries

Nordic drivers appreciate safe, durable tyres with comfortable
driving properties. Thanks to its geographical location, Nokian
Tyres has an innate ability to understand the needs and expecta-
tions of customers that drive in Nordic conditions. The company
is the only tyre manufacturer in the world to focus on Nordic
conditions and provide solutions that meet the special needs of
this customer group.

Nokian Tyres sells Nokian-branded car summer tyres, stud-
ded and non studded winter tyres, heavy special tyres, as well
as new and retreaded truck tyres in Nordic countries. A total
of 8 million car tyres are sold annually in Nokian Tyres” home
market, i.e. Finland, Sweden and Norway, and approximately 5
million of those are winter tyres. The average annual market
growth is approximately 1-3% and the Nordic market features
about 80 competing brands. Winter tyre legislation makes the
use of winter tyres compulsory during the winter season in all
three countries. The majority of the winter tyre consumer sales
takes place in September - November depending on the winter.
The peak season for car summer tyres is some weeks before
and after the Eastern. More than half of Nokian Tyres" net sales
are generated in the home market. When all products are taken
into account, Nokian Tyres is the market leader in Finland and
among the top suppliers in Norway and Sweden. In 2005, win-
ter tyres accounted for 78% of Nokian Car tyre unit’s net sales.

Most tyres are sold near the end of the year

The Nordic tyre business is extremely seasonal, and the profits
are concentrated in the final quarter of the year. Seasonal man-
agement is a key success factor, as roughly 30% of winter tyres
are sold to consumers during ten days after the first snowfall.
This sets major challenges to production and delivery capacity.

An extensive distribution network, utilisation of the company’s
own tyre chain (see pages 21-23), and efficient logistics and IT
systems (see page 35) are crucial to managing the seasonal busi-
ness.

In the Nordic countries, performance tests conducted by trade
magazines have an effect on consumer behavior. We do not need
to win the tests every year, but receiving top ratings on a reqular
basis is one way of increasing customer trust and strengthening
the brand position. Nokian-branded winter tyres have scored top
ratings year after year, and summer tyres also score top positions
more and more often.

Nordic know-how benefits all profit centres

Nokian Heavy tyres generates more than 60% of its net sales
in Finland, Sweden and Norway. The key product area is for-
estry tyres, an area in which the company is clearly a develop-
ment leader. Close co-operation with Nordic forestry machinery
manufacturers and a diverse, constantly improving product range
have made Nokian Tyres a leading forestry tyre manufacturer in
the Nordic countries and elsewhere in the world. Other impor-
tant products include special tyres for agricultural and industrial
machinery.

Nokian Tyres is the number one tyre retreader and the leading
supplier of retreading materials in the Nordic countries. The best-
known product segment is the Nokian Noktop winter tread for
truck tyres. The company has a total of six retreading plants in the
Nordic countries. Company strengths in this area include strong
expertise with regard to winter conditions, modern and effective
production, and products tailored for Nordic markets. Centralised
operations provide synergy benefits and enhance customer
service.

H

ome market 2005:
strong position in the Nordic countries

+ sales to car dealers increased
- sales of heavy special tyres hit record numbers
+ acquisition of AGI AB strengthened truck tyre

business in Sweden
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4 Nokian i3 to complete the summer tyre range

Nokian i3 is a new T category (190 km/h) tyre, inspired by tyres in higher speed cat-
egories. The Nokian i3 includes numerous innovations and features that have proven to
be excellent in high-speed UHP tyres designed for extremely demanding driving.

In recent years the tyre industry has focused on designing tyres for high-speed
driving and on meeting the strongly increased demand for these products. European
consumers have shown a greater leaning towards fast cars that need to be equipped
with ultra high performance tyres. However, low-speed tyres continue to be the high-
est selling tyres, particularly in Nokian Tyres” main market areas.

Nokian Tyres’ key responsibility is to design and manufacture the safest possible
tyres. The competence, know-how and inventiveness of the R&D team is not devoted
exclusively to high-performance tyres. On the contrary, the manufacturing technology
and features of UHP tyres are being utilised in its new volume product.

Nokian i3 tyre features top-quality materials and structural solutions. It is suitable
for small cars and mid-sized family cars. The selection focuses on 14 and 15 inch tyres.
The product is primarily sold in Finland, Sweden, Norway, Russia and Eastern Europe.

Nokian i3 maintains a good grip in rainy and cool conditions. Its full silica compos-
ite (Nordic cool silica compound) is designed for Nordic conditions. The tyre maintains
its grip properties on cold spring mornings and in the cool early autumn, even when
temperatures drop below 10 degrees centigrade.

4 Brand-building: Web marketing helps reach the target group

The key message of the Nokian Tyres brand is safety. In its market-
ing communications, Nokian Tyres addresses safety from different
aspects using an approach that sets it apart from mainstream
advertising. Several variations of the same campaign theme were
created for different media, thereby achieving a controlled and
cost-efficient overall solution.

In 2005, Nokian Tyres focused sharply on developing its web
marketing. To support the spring television campaign, an online
game was used where cars equipped with Nokian tyres very tan-
gibly increased the safety of animals crossing the road. More than
52,000 people participated in the contest organised in connection
with the game. The autumn web campaign included a tyre-related
quiz entitled “Winter driving school”, with a main prize of “Winter
tyres for a hundred years”. This contest also attracted a large
number of participants - more than 42,000.

During the year, the Group’s website was optimised to
match the logic of search engines, which makes it much easier to
search for the company website. Search engine advertising was
also launched, which increased the number of website visitors
considerably.

Worn by fravel

The Virashus i Fiskars, Finland also-
known as "Virssy', has proviaed fired
Travellers with nowrishment and sheller

since 1826. Af That Time; & good supper.
@ warm place fo- sleey and fhe host s good
wight wishes did The Trick. And They still ab:
anyThing more would be an exaggerafion:




Home market

15

Nordic tyre markets

Approximately 2.5 million car tyres are sold annually

in the replacement markets in Finland and out of those
roughly 1.4 million are winter tyres. In Sweden the
annual sales in is approximately 3.5 million tyres of which
2 million are winter tyres. In Norway the annual sales of
car tyres are roughly 2 million of which 1.3 million are
winter tyres. In Nordic countries the majority of winter
tyres is studded tyres.

The Nordic tyre markets are mature with the annual
market growth of 1-3%. High performance summer tyres
(speed rates H,V,W,Y,Z) and winter tyres are product seg-
ments with clearly stronger growth, 10-15% depending
on the product.

Common speed ratings

Speed rating and highest speed

Q160 km/h R 170 km/h $ 180 km/h
T190km/h U200 km/h H 210 km/h
V240 km/h  W270km/h Y300 km/h

Sales of passenger car tyres in the
Nordic replacement market ¢
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") In this Annual Report the Nordic countries refer to Finland, Sweden and Norway.

The Nordic tyre replacement
market in 2005

Total value approximately EUR 1.2 billion

3.
2.
1.
1. Passenger car and delivery van tyres ........ 78%
2. Truck tyres. 15%
3. Others. 7%

Source: Nokian Tyres 2005

Sales of passenger car tyres in
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Summer tyre market
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We want to be the leader in premium tyres

Approximately 34 million car tyres were sold in Russia in 2004,
and roughly eight million of these were winter tyres. The tyre
market is growing at a rate of approximately 15% per year and
it features all the well-known western brands. This growth has
been driven by the buoyant Russian economy and an increase
in the manufacturing of new cars and in the import of western
cars. Demand for heavy special tyres and tyre retreading is also
increasing. Sales margins in Russia correspond to Nordic margin
levels.

The tyre market is developing rapidly and tyre manufacturing
is going through an intense period of modernisation. The market
for high-quality tyres (segments A and B) is expected to grow,
whereas the low-end market (segment ) will likely stay flat or
decline. Like all its western competitors, Nokian Tyres is active in
Russia. The company wants to strengthen its leading position in
the A-segment winter tyre category and improve its market share
in summer tyres. Now that the new factory at Vsevolozhsk is up
and running, the company is also aiming at a leading position as
a local tyre producer. Russian sales accounted for approximately
20% of the company’s total net sales in 2005.

Vsevolozhsk is one of Nokian Tyres’ two main production
units
As the demand for Nokian-branded tyres in Russia increased
and exceeded the production capacity of the factory in Finland,
Nokian Tyres started to build a new factory in Vsevolozhsk, near
St Petersburg, in 2004. The investment for the new factory will
be approximately EUR 150 million in 2004-2007. The project has
progressed rapidly: the first Nokian Hakkapeliitta 4 winter tyres
rolled off the production line in June 2005, and installation of the
second line began at the end of 2005. The total output of the fac-
tory was approximately 300,000 tyres in 2005.

The Russian factory is manufacturing Nokian-branded, A-
segment summer and winter passenger car tyres, two thirds of

which will be sold in Russia. The objective is to gradually increase
the capacity using further investments to 4 million tyres a year by
2008. Plans for expanding the factory have already been made,
including construction of a mixing department and warehouse.
After carefully reviewing more than a hundred potential locations
for a plant, Vsevolozhsk was selected for a number of reasons.
The location near important Russian and Nordic markets was a
key consideration, as was the availability of a good and skilled
workforce. Many industrial players had invested in the region
before and were co-operating successfully with the local authori-
ties. The Vsevolozhsk industrial area had an infrastructure, which
Nokian Tyres was able to use.

In terms of labour costs and the price of raw materials and
energy, tyre manufacturing is substantially cheaper in Russia than
in Finland or elsewhere in Western Europe. Operations in Russia
also entitle the company to tax relief and exempt it from import
duties.

Investments in logistics and distribution

Nokian Tyres has also expanded the Vianor tyre chain to Rus-
sia. In 2005, Russia had a total of 22 Vianor outlets, most of
which operate on a franchising basis (see pages 21-23). In addi-
tion to Vianor, sales of Nokian-branded tyres are handled by the
own sales company in Moscow and St. Petersburg, as well as
by Russian tyre wholesalers with whom the company has built
successful long-term partnerships. The fact that the new St.
Petersburg factory is logistically close to the customers makes
management of the peak seasons more effective. The logistics
centres in the Moscow and St. Petersburg regions improve the
company's service to local customers. The logistics centres also
offer customers tyre studding as well as mounting for car dealers.

R

ussia 2005:
first phase of the Russian factory completed and
tyre production began

- sales and export of Russian made tyres started
- factory expansion started

- distribution network expanded

+ position in A-segment tyres strengthened
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4 First phase of the Russian tyre plant completed

In order to provide the company with better opportunities for success
in the powerfully growing Russian tyre markets the Board of Directors
of Nokian Tyres made a decision to build a tyre plant in Vsevolozhsk,
Russia, near the city of St. Petersburg in the beginning of 2004.

The project started immediately and construction work progressed
quickly. In summer 2004 agreements were signed with local authori-
ties and the foundation stone was laid. The construction work began
at full speed in September, and in January 2005 the plant had reached
its rooftop height. The new plant’s first production line rolled out its
first Nokian Hakkapeliitta tyres in June 2005. At the end of September,
the official inauguration of the plant was held in Vsevolozhsk with
high-level Finnish and Russian officials, customers and co-operation
partners honouring the occasion with their presence.

State-of-the-art technology

Production works in three shifts and consists of component manufac-
ture, tyre assembly, curing and quality inspection. Installation work
on the second production line began at the end of 2005 and the
plant will have its own mixing department up and running in 2006.
The product range will initially feature only a few tyre sizes, but it will
be expanded progressively.

The brand-new machinery and equipment at the Vsevolozhsk
plant represent cutting-edge technology in the field. Furthermore,
only environmentally friendly, low-aromatic oils are used in produc-
tion. The plant makes high-quality Nokian-branded summer and
winter tyres that are sold primarily in Russia, but some of the prod-
ucts will be exported to other key markets.

At the end of 2005, the Russian plant employed approximately
172 people, most of them Russians. Production personnel are trained
at the Nokia plant. A team of Finnish specialists will provide the
Russian personnel with initial assistance and guidance.
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Russia as a market area

Year 2002 2003 2004 2005 2006 2007 2008 2009 2010
Population

(miljoonaa henkil6a) 144,92 144,15 143,5 142,55 141,5 140,5 1395 1385 1375
Nominal Per-Capita GDP

(USD) 2384 2993 4051 5200 6138 6884 7617 8369 9313
Nominal GDP

(USD bn) 345 431 581 741 869 967 1063 1159 1281
Real GDP Growth

(% change) 47% 73% 72% 59% 53% 46% 42% 42% 4,2%
Car Ownership

(Cars/000 Pop) 154 161 168 176 183 192 pA[0] 207 215

Source: Global Insight
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Russian tyre replacement market by
product segments 2003-2010

60

50

40

30

20

10

003 04 05 06 07 08 09 10

M segment A W segment B segment C

Source: Nokian Tyres estimate

Car sales dynamics in Russia
2000-2007

thousand pcs
2 500

2000

1500

1000

500

g 00 01 02 03 04 05 06 07

W New foreign brand imports/assembled
M Secondhand foreign imports
Russian brands

Source: Nokian Tyres estimate



The absent side-kick 1o the story

The wina Hows over The unmanned pefrof stafion; the pefrof pump
feels freezing To- The bare hand and The lonely Traveller s eye seeks
an eslablishment That conld nowrish his mind and soul with warm
cotive - butt in vain: A sfrange idew comes To-mind. af Times like
This, yow could happily exchange your car for one a couple of
years ofter, if only yow could see a serving hand wiping The wind-
shield clear and a smile Wishing yow a pleasant journey.




Vianor

21

We want to be the leading tyre chain in the home market

The Vianor tyre chain illustrates Nokian Tyres” strategy, which
aims at securing the company’s strong position in the Nordic
countries and in Russia, as well as ensuring that Nokian-branded
tyres have access to the core markets. Vianor is the biggest tyre
chain in the Nordic countries, and a pioneer of the tyre distribu-
tion concept in Russia. Vianor’s main task is to maximize the sales
of Nokian-branded tyres and to maintain the desired price level.
In addition, the profitability of the outlets is continously improved
and the chain is further expanded and developed. Vianor’s target
is to be the most profitable tyre chain in the world and the best-
known player in its core markets. Nokian Tyres wants to utilise
the Vianor chain to enhance profitability and success in the whole
tyre distribution business.

There are only a few large tyre chains in the Nordic countries
that are owned by tyre manufacturers. Vianor is the only tyre
chain that covers Finland, Sweden, Norway, Estonia, Latvia and
Russia. Roughly 30% of Nokian Tyres total sales in the Nordic
countries occurs through Vianor outlets. In line with the harmon-
ised product policy, all Vianor outlets sell Nokian-branded tyres as
well as other well-known tyre brands from all price categories.

The tyre distribution network in Russia is multi-layered, and
the chain from the producer to the retailers and end users is a
long one. Distribution is dominated by a few major wholesalers
who supply tyres to a variety of larger and smaller wholesalers
all over the country. Major tyre manufacturers have started to
build their own distribution networks in order to better manage
the resale of their products. In 2005, Nokian Tyres opened a total
of 22 Vianor outlets in Russia. The company owns 2 of them, and
the rest operate on a franchising basis.

Improved seasonal management and synergy benefits
Vianor's Nordic and Russian markets are extremely seasonal, and
the majority of profits are generated during the final quarter of
the year. Success in this business is based on strong expertise in
seasonal management, since customer service has to be efficient
during the few weeks of peak demand. Crucial factors include
intensive co-operation between manufacturing and Vianor, effi-
cient distribution of tyres through Vianor outlets, and advanced
IT and logistics systems (see page 35). In order to boost its cus-
tomer service during the peak seasons, Vianor utilises an out-
sourced Contact Center telephone service in all Nordic countries
and also offers the possibility to book tyre changes by means of
an Internet-based appointment system.

Co-operation between Nokian Tyres and Vianor results in
considerable synergy benefits. Standardised data and operations
management systems improve the planning, monitoring and
reporting functions. Direct contact with the manufacturer also
provides Vianor with better flexibility and faster response time.
Studies indicate that product brand and the salesperson’s recom-
mendations have the strongest impact on a customer’s choice of
tyre. Having its own tyre chain provides Nokian Tyres with a direct
communication channel to the end users. Vianor also provides
the company with valuable information that can be utilised for
the development of its services and for the R&D and marketing
of its tyres.

Vianor 2005:

« Vianor network expanded in Sweden and in Russia

+ new franchising entrepreneurs joined the network

+ wholesales to car dealers and transport business
increased

« sales of new and retreaded truck tyres increased

+ market share in Finland improved
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4 Nokian Hakkapeliitta RSi - studless alternative for the Nordic winter

Nokian Tyres” latest Nordic friction tyre is the Nokian Hakkapeliitta RSi.
The product has been very well received: It's been successful with consumers
and in Nordic tyre tests carried out by car magazines. One of the best features
of the R-speed cateqory friction tyre (170 km/h), designed especially for
drivers in Russia and the Nordic countries, is its excellent winter properties:
The steady tyre holds its grip during both braking and accelerating on snowy,
slushy, icy or wet roads.

The excellent braking and accelerating grip of the Nokian Hakkapeliitta
RSi is the result of several technical innovations. The brake booster system
consists of a dense network of tooth-like sipes that significantly increase the
tyre’s grip surface. The proportion of lateral and longitudinal grip has been
balanced so that the tyre performs without surprises in sudden situations,
and even compensates for the driver's minor steering mistakes. The tyre
offers a margin of safety in borderline situations.

The Nokian Hakkapeliitta RSi has been designed to utilise the advanced
properties of ABS brakes, traction control and stability programmes available
in new cars.

Website supports Vianor’s retail
Vianor’s website at www.vianor.com offers consumers
assistance in almost anything related to tyre and rim
purchase. In addition to the traditional product informa-
tion package, the target group receives real value-added
sefvices.

Vianor has rejected the operating model tradition-
ally used in the business and posts the net prices of its
products on its website, thus allowing consumers to make
independent comparisons. To help choose the right rim, the
website features a rim simulator that allows the customer
to try different rims on his car. Website visitors can also buy
a tyre and rim package online and select a sales point for
the mounting service. Tyre hotel customers can make an
appointment for tyre changing online.

Weleome back
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Vianor reshapes trading in the field

The Vianor tyre chain is well on its way to shaping new forms of trading in the
industry. The tyre business has traditionally used various types of discounts on
manufacturer prices. This has clouded the image of the sector and left con-
sumers feeling unsure about the true price of the products. Each of the chain’s
outlets in Finland follows the same policy: the tyres are net priced. Net pricing
offers reliable information to all consumers as each customer gets the same
service and price when doing business with Vianor.

Prices are clearly displayed on posters and in brochures at Vianor outlets.
They can also be checked on the chain’s web site or by calling the customer
service number. Customers can also make an appointment for a tyre change
through the web pages or the customer service number. The chain’s new
services will clearly speed up doing business with Vianor in the busy seasons.

Vianor expands in Russia
Nokian Tyres is expanding its Vianor tyre chain in Russia to give added
strength to its distribution. At the end of 2005 a total of 22 sales outlets were
operating in Russia under the Vianor logo and colours. Nokian Tyres owns two
of these and the others operate as franchises. The Vianor chain is continuing
its rapid expansion in Russia. The operating principle is the same as in the
Nordic countries: sales outlets are engaged in tyre wholesale and retail, and
offer their customers a number of other driving-related services.

By expanding the Vianor chain, Nokian Tyres aims to develop and expand
its tyre distribution and to increase its passenger car and truck tyre sales in
the powerfully growing Russian markets.

Vianor Russia
+2005: 22 outlets
+ 2006: to be expanded by a minimum of 30 outlets

Sales per product segments 2005
Nordic countries
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Source: Vianor 2005

Vianor outlets in Nordic and Baltic
countries

Total 197 outlets.

Sales per customer groups 2005
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11. Other tyre retailers..
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Source: Vianor 2005

Sales cycles
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Our target is to be a strong player in core products globally

Nokian Tyres” growth in global markets is based on expertise in
specific, narrow product segments, and on the so-called niche
approach. Nokian Tyres estimates that roughly 900 million car
tyres are sold annually in the global replacement markets. The
market is worth approx. USD 90 billion, and the share of OE
installation is 25%. The overall market growth per year is 1-3%.
The strongest growth segments are car winter tyres, high perfor-
mance summer tyres and SUV tyres.

Nokian Tyres operates in the replacement market and in
growing areas that allow it to utilise its special knowledge and
strong expertise in Nordic conditions. Outside its home markets,
the key areas include Eastern Europe, the Alpine region and North
America, which all feature similar conditions to those in the Nor-
dic countries: four distinct seasons, heavy forest cover and chal-
lenging driving conditions. In addition to home markets Nokian
Tyres has its own sales companies also in Germany, Switzerland,
(zech Republic and the USA. In other export countries, products
are sold through independent importers.

Tailored products for diverse markets

Nokian Tyres tailors its winter tyres to meet consumer needs in
the selected markets. The friction tyre designed for Continental
Europe is a very different product from the one sold in the Nordic
countries. The all weather plus tyre, which was designed for year
round use with special emphasis on winter tyre properties, was
developed for the US and German markets. The winter tyre range
also includes SUV and light truck tyres as well as run-flat tyres.
The main focus in summer tyres is on products in the high-speed
category.

The niche strategy is also the guideline in terms of Nokian
heavy tyres. Most of the heavy tyres are global products that can
be sold anywhere in the world. One good example is forestry
machine tyres, which Nokian Tyres has delivered globally since
the 1960s. The main focus in forestry tyres is on forestry machin-
ery tyres made using the CTL (Cut to Length) method, which was
developed in the Nordic countries. Nokian Tyres is the global
market leader in this tyre segment. Co-operation with machine
manufacturers plays a key role, as the share of OF installation
makes up roughly 50% of net sales in this profit centre.

The heavy tyre business has always been considered sensi-
tive to economic fluctuations and subject to tough price competi-
tion. During recent years, demand for heavy special tyres has
grown strongly, and there has been a global shortage of mining
and harbor machinery tyres in particular. The demand for forestry
tyres has been rising as a result of increased activity in equipment
and machinery manufacturing, which has been boosted by the
new tree harvesting areas in South America and Russia.

The key role of logistics management

Operating in the global market is challenging for a Nordic tyre
manufacturer. Distances from the plant to the retailers are often
long, and the customers want fast deliveries without the liability
involved in large stocks. Managing an extensive product range
adds another challenge to tyre manufacturing. In fact, as Nokian
Tyres pursues growth and a sharper competitive edge in the
global tyre market, its key development priorities include manag-
ing the whole logistics chain, optimising in-house production and
more efficient utilisation of contract manufacturing.

Gl

obal markets 2005:
sales to Eastern Europe and North America
increased

+ market postion in the USA strengthened

remarkably

+ acquisitions in Eastern Europe and in the USA

enhanced sales and logistics

« sales of heavy special tyres increased in the USA
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4 Winter tyres made even safer: New run flat tyres

launched into the markets

Nokian Tyres included the run flat functionality in its
key winter tyres. These tyres will complement the
normal-structured winter product range.

Run flat tyres increase safety and decrease
worries when driving. Changing tyres in busy traffic
and in bad weather conditions can be dangerous and
uncomfortable - with run flat tyres, you can avoid
that. The Nokian run flat products have reinforced
sidewalls. You can drive for another 100 kilometres
to the nearest tyre outlet or service station to replace
the damaged tyre.

The proportion of run flat products in the total
European tyre sales is small but the sales volume is
strongly growing.

For safety reasons, run flat tyres can only be
installed in cars that have air pressure control or
some other system indicating tyre pressure changes
integrated into the information system, and the ESP
system.

4 Efficient and reliable Nokian Country King - the choice of agricultural

professionals

The new agricultural tyre, the Nokian Country King, is designed especially for trail-
ers, such as slurry tankers, earth moving trailers or feed transportation vehicles.
The design of this novelty emphasises durability, economy and driving comfort.
The tyre is manufactured in an environmentally friendly way without high-aro-
matic oils.

A reinforced steel belt structure makes the Nokian Country King a reliable and
durable partner even in stony fields. Nokian Country King features a reinforced
structure that enables the use of higher tyre pressure. This results in increased load
carrying capacity.

The new trailer tyre is an economic choice for demanding contractors. The
tread pattern and structure give the tyre a low rolling resistance, leading to savings
in fuel expenses. Thanks to the tyre’s block pattern, the trailer runs evenly when
pulled. The tyre’s maximum speed is 65 km/h. The tread pattern and structure
keep the tyre noise pleasantly low.

The tread pattern and rubber compound offer better grip, increasing user
safety in hauling and transportation. Resistance to wear has been improved by
increasing the land-sea ratio of the tyre so that it wears evenly.

A groove depth indicator has been placed between the tread blocks to enable
the user to monitor the tyre’s wear resistance.

Paily mirror
Shining chrome caplivates people of all
ages. A ray of sum fouches The polished
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The most common timber harvesting methods World Market for replacement Five biggest tyre companies in the Passenger car tyre replacement
passenger car tyres world market in Europe
CTL - Cut to Length Net sales in 2004, million USD The market in 2005 approx. 190 million tyres
- The harvester fells and delimbs the trees and cuts them million pcs
800

to length in the forest. The harvester also piles the timber
according to its purpose and value.

1.
- After the harvesting, a tractor collects the timber from the 2 5. :
woods and transports it to the nearest roadside for a logging '
truck to pick up.
- (TLis a common method, especially in the Nordic countries, 2.
and is growing more common elsewhere thanks to its 4.
environmental friendliness. 5. b
0 4 3 3
01 02 03 04 05 06 07 08 09 10
Skidder - whole tree logging
) 1. USA KA 1. Group Michelin, France 1. Summer tyres <T
- A forestry machine or a forest worker fells the trees. 2. Canada 3% : SR o e
. . . i . Summer tyres H .
- After delimbing, the trunks are transported to the edge of 3 [ 10% 2. Bridgestone Corp., Japan * ... i
the loqaing area and cut to lenath 3. Goodyear Tire & Rubber Co., US, 3. Summer tyres V...
. 0,
. 99ing . . . 9 . . ChIUETE S 4. Continental AG, Germany * 4. SUMMET tyres W/Y/Z ..covcevveereenerncereeeneencen 9%
. ia - il 0
This method is widely used in South America, Asia and some 5. Asia - Pacific 13% 5. Bireli .p.A, Haly oo 5. Winter tyres o
parts of North America. 6. Middle-East & AfTiCa ...vuueveueeeereeeeireiecieees 5%
6. Others source: Nokian Tyres 2005
7. L3tin AMENICA «ovovveceiceeiiceeciceicieeieeies 5%
* = estimated
Tractor-based machines Source: Global Industry Analysts
. 2002 & 2003: GIA Estimates Source: Tire Business 2005
- A forestry machine or a forest worker fells the trees. 2004-2010: GIA Projections
- The trees are harvested using a machine that is a variation of
an agricultural tractor. It is equipped with forestry equipment Replacement market of car tyres in Nokian Tyres’ sales in Nokian Tyres’ sales in North America
and forestry tyres. Eastern Europe 2001-2005 Eastern Europe 2001-2005 2001-2005
- This method is widely used in Germany and France in Excluding Russia, CIS
articular.
P million pcs MEUR MEUR
2 40 80
35 70
10
30 )
15 I 25 50
20 40
10 15 30
10 20
5
5 10
0 0 0
01 02 03 04 05 01 02 03 04 05 01 02 03 04 05

Summer tyres Bl Winter tyres

Source: ERMC 2005
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Leading expertise and R&D excellence in core products

One of the driving forces behind Nokian Tyres” success is its ability
to quickly reinvent its product range and to develop innovative
products and services. The constantly changing product selection
allows the company to consolidate its position and maintain the
desired price and margin level in a tough competition environ-
ment. The main objective of R&GD is to strengthen the company’s
position as the best winter and forestry tyre manufacturer in the
world.

The key R&D principle has, in essence, remained the same for
70 years: when developing tyres, the company focuses especially
on drivers in Nordic conditions, who demand uncompromising
tyre safety in all driving conditions. Research and development
is driven by the principle of durable safety: the safety properties
should remain almost intact even as the tyre wears. New tech-
nology innovations are constantly being developed to improve
safety. In addition to being safe and economic, Nokian Tyres
wants to emphasise the advanced and individual nature of its
products. The innovation processes aim at putting ideas into prof-
itable commercial use. For Nokian Tyres, safety also means the
development of environmentally friendly products and technol-
ogy. The company has been a pioneer in developing tyres that are
manufactured using only environmentally friendly low-aromatic
oils. The use of harmful high-aromatic oils ended at the Nokian
plant at the end of 2004. Only low aromatic oils are used at the
Russian plant.

Strong specialisation and customer needs guide R&D

Tyre development requires a great deal of focused planning. Dif-
ferent market areas need their own customised products, i.e. pre-
cision innovations. Markets and consumer groups are becoming
more and more fragmented, and the R&D team keeps close track
of movements and changes in consumers’ needs.

With the increased performance capacity of passenger cars,
the demand for low profile, high speed tyres has grown, and
Nokian Tyres has introduced new products for this segment in
particular. In the heavy tyres product area, the focus is on special
tyres with radial structure. Development of retreading materials
draws on the vast range of tyre technology know-how and exper-
tise accumulated at Nokian Tyres.

Test facilities in Nokia and Ivalo

Nokian Tyres” target is for new products to account for a minimum
of 25% of its net sales every year. The company invests approxi-
mately 2.5% of its net sales in product development annually,
with the corresponding figure for passenger car tyres being 4%.
It takes 2-4 years to develop a completely new product. About
half of R&D costs are invested in testing. The majority of winter
tyre testing takes place in the world’s northernmost tyre testing
centre, which is located in Ivalo, Finland, above the Arctic Circle.
The test centre operates for 5-6 months per year, and tests are
performed under the most extreme conditions.

The test facility in Nokia, Finland is mainly used for summer
tyre testing. It allows the simulation of almost all driving situa-
tions and conditions in the Nordic climate region. The automatic
sprinkler system is probably the only one of its kind in the world.
Driving comfort can be measured on the Comfort section of the
track.

Research and Development in 2005:

- Nokian Hakkapeliitta winter tyre family renewed:
Nokian Hakkapeliitta 5 and Nokian Hakkapeliitta
Sport Utily 5 tyres were developed

+ new run flat tyres launched for winter driving

+ Nokian i3 summer tyre for family cars completed
the summer tyre range

« several top and second positions in tyre magazines’
summer and winter tyre tests in the Nordic
countries and in Russia
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4 Tyres put to the test in Ivalo
Ivalo is home to Nokian Tyres” 700-hectare testing facilities,
where tyre properties come under the spotlight in rigorous
tests. The world’s northernmost testing premises are active
throughout the winter season, from November to May.

The highly professional staff use quality equipment and
methods to test tyres in all extreme situations encountered
in winter driving. The versatile tests provide accurate and
objective results, rounded off with the subjective views of
experienced test drivers.

Among other things, winter tyres are subjected to
numerous grip tests. Ice grip is assessed both on ice tracks
and in braking and acceleration tests. Snow grip and lateral
grip on ice are of extreme importance to the development of
safe winter tyres. Winter testing in Ivalo can be carried out
on a variety of ice surfaces and tracks, including a circuit and
hard snow surfaces.

The uphill test evaluates tyre features on a steep slope rising
at an angle of 20%. A 15-kilometre snow-covered road winds
its way around the testing facilities, offering test drivers a
chance to evaluate tyre behaviour on a snow-packed road.

4 Use of purified oil requires special expertise
Nokian Tyres uses only purified, low-aromatic oils in its
own products and manufacturing. They replace HA (High-
Aromatic) oils, which have been labelled as hazardous.
Uncompromising product development work has made
Nokian Tyres a forerunner in manufacturing clean,
environmentally friendly tyres, and it has enabled the
company to develop impeccable rubber compounds from
purified oils. The difficult-to-achieve wet grip properties
have been created, for example, by using some entirely
new polymer types.

High-aromatic oils, which originate as by-products of
oil refining, were introduced to tyre manufacturing in the
1950s. The HA oil used as a plasticiser in tyre treads helps
the different raw materials to mix with each other and
makes the rubber compound easy to process. The level of
PAH (polyaromatic hydrocarbon) compounds in the puri-
fied oils remains under the limit stated in the future EU
directive. This directive requires that all tyre manufactur-
ers switch over to harmless oils in their production. The
directive will take effect in 2010.

1999 DS, Driving Safety Indicator
The Driving Safety Indicator on the centre rib of
the tyre indicates groove depth. The numbers

stamped on the tread show the remaining groove
depth in millimetres. The numbers fade one at a
time as the tyre wears down. This innovation is
included in all Nokian Tyres’ newest products.

2003 Canola oil in the tread compound

Canola oil'is an environmentally friendly, pure
natural product. Nokian Tyres used canola oil for
the first time in the tread compound of Nokian
Hakkapeliitta 4 in 2003.

Canola oil is particularly well suited to winter
tyres, as it increases the tear resistance of the
rubber and the tyre’s grip in winter conditions.

HA oil-free high-performance summer tyre
Nokian NRHi is the world’s first H speed category
summer tyre manufactured without harmful

oils. Only purified low-aromatic oil is used in its
manufacture. The tyre has excellent wet grip and
other safety properties.
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The 70-year history of Hakkapeliitta
continues: two new studded tyres on
the market

Nokian Tyres launches two tough new
products on the winter tyre markets:
Nokian Hakkapeliitta 5, a studded
winter tyre for passenger cars, and its
big brother Nokian Hakkapeliitta Sport
Utility 5 designed for SUVs. In this tyre,
product development has honed the
grip to a level of its own. The design
concept for the new Hakkapeliitta
tyres was to develop a bold conqueror
of Nordic conditions; a tyre capable

of dealing with the trickiest winter
weather and conditions.

The studded tyres represent
cutting-edge expertise in the long
development chain of the Nokian win-
ter tyres. The roots of the Hakkapeliitta
product family go back 70 years, to
1936. That was when the first original

and genuine Hakkapeliitta winter tyre
was made.

The Nokian Tyres” engineers who
worked on the latest Hakkapeliitta tyres
used brand new methods to enhance
safety and create product features that
please drivers. Developers studied the
operations and synergies of studs, the
rubber compound and siping in micro-
scopic detail, using the latest outdoor
and indoor testing methods to collect
data. Computer models describing tyre
operations and laboratory work focusing
on rubber compounds led to unique
solutions.

The novelties offer ingenious
technical novelties to ensure safe winter
driving. Grip-enhancing features include
the bear claw and a further developed
square stud. The products are designed
for the Nordic and Russian markets. Con-
sumer sales will begin in autumn 2006.

2006 Bear claw
The studded tyre features a new grip-enhanc-
ing innovation, the bear claw. The bear claw is
a sharp-edged claw-like projection at the front
edge of the tread blocks that pre-tightens and
supports the stud. The bear claw holds the stud
in the ideal position during road contact and
braking, as well as in lateral movement. The stud
does not twist or give way and thus maximises
grip. This has improved the braking grip of the
shoulder area in particular.

2004 Combination of five rubber compounds

excellent resistance to the strong deformations

The full silica Nokian Z tread is made of five
different rubber compounds. The centre rib com-
pound ensures accurate steering and makes the
tyre easy to handle. The compound used in the
shoulder area improves grip and ensures safety
in extreme handling situations. The narrow wing
zone in the outer edge of the shoulders provides

caused by cornering and a springing motion. A
compound layer that reduces rolling resistance,
reduces heat emission and reinforces the tyre
structure has been inserted over the steel belt
package. The compound deepest down attaches
to the steel belt package to improve the struc-
tural durability of the tyre.

Evolution of the square stud

Nokian Tyres first introduced the square stud in
2003 when it launched Nokian Hakkapeliitta 4.
The stud has been further developed by enhanc-
ing its square design. In addition to the hard
metal stud pin and bottom flange, the body of
the stud is now square shaped as well. The stud’s
wide support improves grip on ice, and the stud is
anchored more firmly in the tread compound. This
ensures tyre safety throughout the tyre’s lifespan.
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Growth in profitability due to the best processes in the industry

As the bulk of Nokian Tyres” profits are generated during two
short seasons, process development related to customer service
and the distribution chain are key factors in improving profit. Con-
trolling information and material flow as well as operating close
to the end users allows Nokian Tyres to promote its order-delivery
process, enhance sales and release net assets.

The two roles of Vianor

Effective control of the order-delivery process plays a key role in
the very seasonal tyre business. In the Nordic and Baltic countries,
Nokian Tyres has opted for a distributed order-delivery system.
Vianor's outlets function as company delivery points for distribu-
tors in the vicinity and thus support logistics centre operations in
Nokia. Many Vianor outlets use an automatic stock replenishment
system to control the stock level and to handle orders from the
plant to the outlets. The Vianor network is a cost-effective distri-
bution channel, especially for small and special deliveries. Stan-
dard delivery time in the home markets is less than 12 hours and
12-24 hours outside the peak season. Delivery times in Russia,
North America and Central Europe are 24-48 hours.

Outside the home market the delivery system has been cen-
tralised. For example, sales companies in Central Europe mainly
deliver tyres to distributors from one logistic centre. The com-
pany has its own logistic centres in Russia in the Moscow and St.
Petersburg areas. Nokian Tyres invests in the transparency of its
logistics processes. The company is also using an electronic order
channel, which allows distributors to obtain information about
availability, enter their orders, and follow the status of the orders
in real time.

Successful partnerships
Raw material costs account for nearly 30% of net sales from man-
ufacturing. Some 15% of the company’s raw material suppliers, a
total of 25 companies, supply 80% of the total value of the raw
materials. In terms of critical raw material suppliers, co-operation
is based on a partnership system that aims at having at least two
partner suppliers for each critical raw material. Nokian Tyres and
its partners focus on product development of raw materials and
components, and develop the control process for material flow.
Compatible and transparent information systems are used to opti-
mise inventory levels, delivery times and transportation.
Successful partnerships secure delivery reliability and uni-
form tyre quality and ensure growth in production capacity.
Effective inventory and transport processes free up production
space for the manufacture of core products at the Nokia tyre
plant. The role of partnerships is becoming more important
as Nokian Tyres increases capacity at several plants. The main
challenges in the near future include improving productiv-
ity at the Nokia plant, further development of the operations
in Russia, contract manufacturing, and developing logistics.

»» More information www.nokiantyres.com.

Processes 2005:

+ contract manufacturing increased

« the volumes and quality in the Russian production
according to targets

- call center -service and internet based appointment
system enhanced logistics and seasonal manage-
ment

- logistic center in Nokia, Finland expanded



The crossing point

On the ofher siae of The beam There is another country, a whote
difierent culture: Nowandays, the Vaalimaa border post betweern
Fintand and Russiz is & normal cross-over sfafion. Some head
east for cheap pefrol, some import fruckloads of consumer

goods. Business as usudl.




Competence

37

Increased competitiveness through competence development

The chosen tool for competence development at Nokian Tyres is
an HR strategy based on the company’s business strategy. The HR
strategy determines the skill areas and measures that will be used
to develop the staff's strategic competence. Nokian Tyres wants
to offer its employees the opportunity to use their full potential
at work, and in this way, contribute to the company’s success.
Future challenges for personnel development include increasing
internationalisation, networking, changes in staff structure and
social responsibility. Rapid changes in the business environment
demand a constant desire and capacity to learn. Employees have
to be prepared to identify and adapt to these challenges and the
resulting changes in competence needs.

Versatile development

Nokian Tyres has defined the following strategically important
skill areas: individual skills, management of the tyre business,
tyre marketing, tyre technology and manufacturing. The most
important issues in terms of individual skills include understand-
ing the company’s business strateqy, developing the corporate
culture, inventiveness and interaction skills. Reqular surveys of
work atmosphere, development of inventiveness and perfor-
mance appraisals are good indicators of development needs.
Development of recruiting, training, on-the-job learning and
various alternative forms of work helps the company respond to
future skill requirements. Nokian Tyres also invests in its person-
nel’s well-being in different ways, including an exercise project,
sleep counselling and a quit smoking course.

Nokian Tyres is an active participant in Tampere Business Cam-
pus (TBS), Finland, which encourages companies in the region to
form networks with one another in order to enhance their learn-
ing processes and convey good practices related to competence
development. In 2005, TBC received a regional InnoSuomi award.
TBC has provided Nokian Tyres with training in supervisory skills,
internationalisation, financial and business skills, project man-

agement and concretising intangible capital. The company also
takes part in training projects offered by the EU-funded Leonardo
programme, as well as apprenticeship training, which combines
work and studies for specialist qualification in management,
sales, installation and technology. More than 350 Nokian employ-
ees have completed further professional qualification so far.

In the Hakkapeliitta Spirit

The corporate culture of Nokian Tyres goes by the name Hak-
kapeliitta spirit and is based on entrepreneurship, inventiveness
and team spirit (see page 5). The staff's activity, initiative and
internal entrepreneurship support development of the Group's
skills and in that way, its strategy. Many recreational and exercise
activities are annually arranged under the umbrella of the Hak-
kapeliitta spirit.

Reward supports the strategy

Nokian Tyres” wage and reward system is based on three prin-
ciples: internal fairness, external competitiveness and encourage-
ment. The company utilises both tangible and intangible incen-
tives to support the achievement of overall goals, as well as to
encourage top individual and group performance. Wage increases
for workers and white-collar employees are based on an increase
in the competence requirements, a clear increase in the amount
of work, or an improvement in work quality. Furthermore, all
company employees are covered by a bonus and option scheme,
which are based on company performance. The option scheme is
described in more detail on pages 75-77.

»» More information www.nokiantyres.com.

Competence development 2005:

- new methods for inventiveness and innovation
development

- personnel recruitment at the Russian plant

+ implementation of the vocational and induction
training programmes at the Russian plant

- apprenticeship training progressed at Group level

- activities aimed at improving working capacity
continued with main emphasis on preventive
action
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Safe company, safe tyres

Nokian Tyres follows the principles of responsible corporate citi-
zenship and respect for the environment. In addition to fulfilling
the requirements and norms set by society, we want to be a front-
runner in terms of the environmental and safety issues related to
products, manufacturing and logistics in every operating sector.
This means taking care of the environment and our personnel as
well as maintaining good relations with society and stakeholders.
At Nokian Tyres, responsibility means safe and environmentally
friendly products, the best production processes in the industry, a
safe working environment and well-being of the personnel.

Environmental and safety management at Nokian Tyres
encompasses environmental, personnel and property protec-
tion. The objective is to prevent accidents in all areas of opera-
tions, and thus secure the continuity of manufacturing operations.
When developing its operations, the company aims to apply best
practices and implement advanced solutions while taking human
values and responsibility into consideration.

At Nokian Tyres, environmental and safety aspects are key
factors in the development, manufacture and marketing of tyres.
We focus on the entire lifecycle of products, from material selec-
tion planning to product disposal. Nokian Tyres aims to improve
the management of environmental and safety issues in its own
operations as well as those of subcontractors, service providers
and partners. The company utilises risk management methods
that include risk assessment, process and safety planning, instruc-
tions and training. Every year Nokian Tyres invests in new technol-
ogy for process development in order to ensure that the company
utilises the best available technology for safety management and
for continuous improvement of the existing equipment.

Nokian Tyres utilises a joint safety management system to
direct its operations. The system at the Nokia plant has been
certified in accordance with the European Union’s EMAS (EcoMan-
agement and Audit Scheme) requlations and the international
ISO 14001 environmental standard. When company operations
expanded this past year, safety and environmental quidelines and
targets were developed for the whole group. Production at the
Vsevolovzhsk plant adopted the same operating models as those
used at the Nokia plant, with the goal of obtaining common qual-
ity and environmental certificates in 2006.

From targets to results

According to plans, Nokian Tyres took a number of significant
development steps in the areas of safety and responsibility in
2005. Environmental indicators at the Nokia plant developed
positively as planned and in accordance with the environmental
permits. Replacement of harmful chemicals with safer alterna-
tives has continued, and as a result our own production no longer
uses any carcinogenic or toxic (T) chemicals. New uses for the
waste rubber that is a by-product of manufacturing were found,
which increased waste utilisation. A serious accident at the Vianor
retreading plant in Nurmijarvi, Finland contributed to extensive
co-operation with authorities and retreading industry to develop
the safety of autoclaves used in retreading.

»» More information www.nokiantyres.com

Environment 2005:

+ an environmental permit granted to the Russian
factory

« the first full year operation without using HA oils in
the production

- the use of carcinogenic and toxic (T) chemicals
ended in own production

- no deviations found in the DNV audit

- the Finnish National Fund for Research and
Development SITRA’S commendation to
environmental products in the Finnish competition
for the European Environmental Award

- decrease in the amount of landfill waste
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Corporate Governance

Nokian Tyres plc complies with the rules and requlations of its
Articles of Association and the Finnish Companies Act, as well
as those published by the Helsinki Exchanges concerning listed
companies. It has adopted the corporate governance recommen-
dation for listed companies, in force since 1 July 2004, which was
drafted by the Helsinki Exchanges, the Central Chamber of Com-
merce and the Confederation of Finnish Industry and Employers.
The company also complies with the insider guidelines published
by the Helsinki Exchanges, which it has supplemented with its
own insider requlations.

Board of Directors

According to the Articles of Association of Nokian Tyres, the Board
of Directors comprises no less than three and no more than eight
members. Members of the Board are elected at the Annual Gen-
eral Meeting, which is held annually by the end of May. The Board
members’ term of office terminates at the end of the first Annual
General Meeting following the elections. Remunerations payable
to Board members are confirmed at the Annual General Meeting.
The Board of Directors appoints a chairman from among its mem-
bers at the first constituent meeting following the Annual General
Meeting. The chairman presides until the end of the following
Annual General Meeting.

The Board of Nokian Tyres had seven members in 2005, their
personal data is provided on page 45. Board members Rabbe
Gronblom, Satu Heikintalo, Hannu Penttila, Henrik Therman and
Petteri Walldén were independent. The Board does not have spe-
cial committees; it assesses its activities and operating methods
by carrying out a self-evaluation once a year. The President of
Nokian Tyres ensures that Board members have adequate and
necessary information about the company’s operations. The
Board met 12 times in 2005, with an attendance rate of 99%.
In 2005 remunerations to Board members totalled EUR 124,800
of which 3,897 pcs was given in Nokian Tyres” shares worth EUR
50,000. Board members are not included in the company’s option
scheme.

Board’s duties
The Board is responsible for corporate governance and the appro-
priate conduct of ordinary activities in accordance with the law,
the Articles of Association and the instructions given at the Annual
General Meeting. It also defines the principles governing the
company’s organization, accounting and finance. Furthermore, it
is responsible for appointing the President and CEO, and for other
duties described in the Companies Act.

The Board of Nokian Tyres deals with and decides on matters
of principle, as well as issues that carry financial and business
significance, such as:

- group and profit centre strategies

- decisions concerning the structure and organisation
of the Group

- Interim reports and consolidated financial statements

- the Group’s budget, action and investment plans

- significant individual investments, acquisitions, divestitures
and reorganisations

- the Group’s risk management and reporting procedures

- the Group’s insurance and financing policies

- reward and incentive scheme for Group management

Organisation of business activities and responsibilities

The business activities of the Nokian Tyres Group are divided into
two areas: the manufacturing business and the tyre chain. The
manufacturing business consists of profit centres, which are the
Passenger Car and Delivery Van Tyres, Heavy Tyres (Nokian Heavy
Tyres profit centre was incorporated into an independent com-
pany as of 1.1.2006). Other Business includes retreading opera-
tions and the Truck Tyres unit . (The name of Nokian Retreading
Operations and Truck Tyres was changed to Nokian Truck Tyres
as of 1.2.2006). Each profit centre is responsible for its business
areas and its financial performance, balance sheet and invest-
ments, supported by the different service functions. Service func-
tions include logistics and purchases, sales, financial administra-
tion, communication, business development, human resources

and production services. The Group’s sales companies are a part
of the sales function and serve as product distribution channels
in local markets.

The tyre chain is organised into a separate sub-group, whose
parent company is Vianor Holding Oy, fully owned by the parent
company Nokian Tyres plc. The tyre outlets operating in each coun-
try are part of the sub-group. The key features of the Group’s legal
structure are shown in the diagram on page 43.

President, Group management, and the management and
rewarding systems

The President runs the Group’s business operations and imple-
ments corporate governance in accordance with the instructions
and guidelines provided by the Board of Directors. In managing
the Group’s operations, the President is assisted by a manage-
ment team, the responsibility areas of which are indicated in the
member presentation on page 47.

The Group management meets reqularly to discuss matters
related to the company’s operative business activities. In compli-
ance with the Group’s meeting practice, the Management Work-
shop convenes once a month, and is attended by the President
and profit centre management, as well as the management for
sales, logistics and finance operations. A more extensive Manage-
ment General Meeting, attended by the Management Workshop
members, as well as the representatives of personnel groups
and all those responsible for service functions, is also held on
a monthly basis. The Group’s investments are handled once a
month in accordance with the company’s written investment
quidelines. In addition, issues related to different market areas
are dealt with at separate monthly meetings.

The Managing Directors of Nokian Tyres" subsidiaries are
responsible for the daily operations and administration of their
companies. They report to the Sales Director of Nokian Tyres,
while the Managing Directors of the Vianor chain report to the
director of the Vianor profit centre. Nokian Tyres has a written
Management Guideline, which defines the corporate governance
operations and responsibilities at Nokian Tyres subsidiaries.
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The Board of Directors makes decisions concerning the Pres-
ident’s salary and other benefits. The President’s annual remu-
neration, including the monthly salary and incentives, amounted
to EUR 498,000 in 2005. The salary and benefits are specified in a
written agreement. The President’s age of retirement is 60 years
and the period of notice is 24 months. In 2005 the President of
Nokian Tyres held 10,600 pcs 2001C bonds with warrants, 16,000
pcs 2004A bonds with warrants and 16,000 pcs 20048 bonds
with warrants but no company shares.

The President’s proposal for the salaries and other benefits
of managerial employees, as well as the employee incentive
scheme, is subject to the Board's approval. Management rewards
are based on a monthly remuneration determined by the com-
petence classification of the tasks and on a separate annual
bonus. The Group has also created an option scheme covering
the entire personnel, which aims to provide long-term incentive.

Finance and control

The parent company’s Finance and Control unit is responsible for
internal and external accounting; its tasks also include producing
financial information concerning the business areas and ensuring
the accuracy of this information. The parent company’s Finance
and Control unit defines the Group’s common accounting prin-
ciples and policies, and is in charge of consolidating the business
areas’ figures to produce Group-level financial information. Under
the parent company’s Finance and Control unit's supervision, each
legal Group company produces its own information in compliance
with the instructions provided and in line with local legislation.

Financing

The parent company is responsible for Group financing. Long-
term loan arrangements with parties outside the Group require
the Board of Directors” approval. Short-term liquidity manage-
ment is handled at the parent company, which controls the cash
flows of the Group’s subsidiaries. The subsidiaries” cash flows into
the parent company are booked as net and transferred using a
Group payment arrangement twice a month. The parent com-
pany provides funding to the subsidiaries using intra-Group loans.
The Finance and Control unit is organised in accordance with the
financial policy adopted by the Board of Directors and the operat-

ing procedures it has defined.

Audit
The auditor elected at the Annual General Meeting is KPMG Oy Ab,
authorised public accountants, with Mr Matti Sulander, Authorised
Public Accountant, acting as the auditor with principal responsibil-
ity. In accordance with the existing requlations, he also reports all
audit findings to the Group’s management.

The Group’s audit fees in 2005 amounted to EUR 307,000 The
fees paid to the authorised public accountants for other services
totalled EUR 130,000.

Internal audit

The Group has organised an internal audit for Vianor, focusing on
controlling sales outlets and ensuring that activities comply with
the activity system. The parent company and sales companies
buy internal auditing as a service from public accountants or other
service providers if needed. The audit focuses on items separately
determined each time.

Risk management

The Group has adopted a risk management policy approved by
the Board of Directors, which supports the achievement of goals
and ensures business continuance. The risk management policy
encompasses all the risks related to business operations and
strategy, and ensures that customers and end-users can trust the
company’s products and services. By managing risks the company
can improve its competitiveness and seize opportunities more
efficiently than its competitors.

Nokian Tyres takes deliberate risks that are a natural part of its
strategy and goals, and which it aims to reduce in various ways.
Once the risks related to decisions and policies have been identi-
fied and recognised, the company can take action in a controlled
manner without endangering business continuance, products,
services, brand, reputation, personnel or the safety of core inter-
est groups. Risk management also ensures that the company’s
operations comply with legislation and requlations.

The risk management process aims to identify and evaluate
risks, and to plan and implement practical measures for each
one. Such measures may include, for example, avoiding the
risk, reducing it in different ways or transferring the risk through

insurances or contracts. Risk management is not allocated to a
separate organisation; its tasks follow the general distribution of
responsibilities adopted in the organisation and other business
activities. The main risks detected in risk surveys are reported to
the company’s Board of Directors once a year.

Insider issues
Nokian Tyres complies with the gquidelines for insider trading
drawn up by the Helsinki Exchanges, the Central Chamber of
Commerce, and the Confederation of Finnish Industries, as well
as the standard 5.3 issued by the Financial Supervision Authority
(Declarations of insider holdings and insider registers), which the
company has complemented with its own insider regulations.

In the quidelines for insiders issued by Helsinki Exchanges, an
insider with a duty to declare refers to:

1. Nokian Tyres’ Board members, President and CEQ, auditor, and
the representative of the authorized public accountants acting
as the principal auditor, and

2. Other members of Nokian Tyres’ top management, who have
reqular access to insider information and who are authorised to
make decisions regarding the company’s future development
and the organisation of business activities. Nokian Tyres has
assigned all its top management members in this category of
insiders with a duty to declare.

In the guidelines for insiders issued by the Helsinki Exchanges,
company-specific insiders refer to

1. Persons employed by Nokian Tyres or working for the com-
pany under another type of contract who, owing to their posi-
tion or the nature of their work have reqular access to insider
information and who the company has defined as insiders
(so-called permanent company-specific insiders). In this group,
Nokian Tyres has included management assistants, people in
the communications department responsible for distributing
stock exchange and financial information, and key people in
the finance department.

2. Persons employed by the company under an employment
contract or other contract and have access to insider informa-
tion, or persons temporarily included in the project-specific
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register (so-called project-specific insider). A project is a confi-
dentially prepared, uniquely identifiable collection of topics or
an arrangement that includes insider information and which,
if realised, may essentially affect the value of the company’s
publicly traded securities. The Financial Superivision Authority
is entitled to have access to the information pertaining to the
management of the company’s project-specific insider informa-
tion.

Duty to declare, insider registers and trading prohibition

The Securities Market Act imposes a duty to declare to Nokian
Tyres” insiders with a duty to declare, and requires that the
company maintain a public register of its insiders with a duty
to declare. The law requires that Nokian Tyres keep a non-pub-
lic company-specific register of company-specific insiders. In the
quidelines for insiders issued by Helsinki Exchanges, insiders with
a duty to declare and permanent company-specific insiders are
jointly called permanent insiders.

Permanent insiders must time their trading in securities
issued by Nokian Tyres in such a way that it does not erode confi-
dence in the securities markets. Insiders are not allowed to trade
the company’s securities in the 30 days preceding the publication
of interim reports and financial statement bulletins. This period
may be extended if necessary. In addition to permanent insiders,
the restriction on trading applies to individuals of legal incapacity
under their trusteeship and associations in which they exercise
authority. The trading prohibition applies to project-specific insid-
ers until the termination or publication of the project.

Management of insider issues

Nokian Tyres maintains its insider register in the Finnish Central
Securities Depository’s SIRE system. The company has appointed
a person to manage the tasks related to its insider issues. The
company also has an insider registrar, who deals with the prac-
tical tasks related to the insider register. Nokian Tyres annually
reviews the basic information and trading covered by the duty
to declare of the insiders with a duty to declare. Based on the
review, the company prepares an annual report including the
date and results of the review.

Nokian Tyres group structure

NOKIAN TYRES PLC

NOKIAN DACK AB

VIANOR HOLDING 0OY

NOKIAN DEKK AS

NOKIAN REIFEN AG

VIANOR AB

recently acquired small
companies

NOKIAN REIFEN GMBH

VIANOR AS

NOKIAN TYRES U.S. HOLDINGS INC

AS VIANOR

Grimstad Vulk AS,
Mandal Vulk AS,
Polar Dekk AS

NOKIAN TYRES INC.

NOKIAN TYRES U.S. FINANCE OY J

VIANOR OY

UNIVERSITY WHOLESALERS INC.

NOKIAN TYRES (NA) LTD

POSIBER OY

UNIVERSITY WHOLESALERS
OF NEW YORK INC.

DIRENIC OY

NT TYRE MACHINERY OY

l 1%

000 NOKIAN SHINA, Moscow

NOKIAN RENKAAT HOLDING OY

000 NOKIAN TYRES, Vsevolozhsk

000 NOKIAN SHINA, Vsevolozhsk

NOKIAN TYRES SLOVAKIA S.R.O.

51%

SIA VIANOR

VIANOR RUSSIA HOLDING OY

000 VIANOR, Moscow

000 VIANOR SPB, St.
Petersburg




From the lefl: Kim Gram, Satw Hokintalos Hannw Ponilil; Henrik Terman, Rabte Grintlom; Mitsubira Shimazaki and Fellers Wallten
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Situation 31.12.2005

Chairman:

Henrik Therman

Year of birth: 1937

Master of Science

Retired

Member of the Board since 2003
Independent of the company
Shares: 2,457 pcs

Other simultaneous positions

of trust: Member of the Boards: Scot-
tish & Newcastle Plc, Hartwall Ltd,
Hartwall Capital Ltd

Rabbe Gronblom

Year of birth: 1950

Bachelor of Hospitality Management
Director, Ab R Gronblom Interational
LTD

Member of the Board since 2003
Independent of the company
Shares: 128 pcs

Other simultaneous positions of
trust: Member of the Board: Restel

Satu Heikintalo

Year of birth: 1956

Master of Science in Economics
Member of the Board since 2002
Independent of the company
Shares: 1,628 pcs

Other simultaneous positions of
trust: Member of the Board:
Altia Oy;j

Hannu Penttila

Year of birth: 1953

Master of Laws

CEQ, Stockmann plc

Member of the Board since 1999
Independent of the company
Shares 1,628 pcs

Other simultaneous positions

of trust:

Chairman of the Board:

Seppala QY, Oy Hobby Hall Ab,
Stockmann Auto Oy Ab, Suomen
P3aomarahoitus Oy and Stockmann
Russia Holding Oy.

Member of the Boards: Deputy
Chairman of the Board; The Central
Chamber of Commerce of Finland,
International Association of Depart-
ment Stores (Vice President of

Executive committee), Federation of

Finnish Commerce
Member of the Supervisory Boards:
Mutual Insurance Company Kaleva

and Varma Mutual Pension Insurance

Company

Mitsuhira Shimazaki

Year of birth: 1958

Bachelor of Arts in international
relations

General Manager, Europe Operations,
Bridgestone Corporation

Member of the Board since 2004
Shares: 2,256 pcs

No other simultaneous positions

of trust

Petteri Walldén

Year of birth: 1948

Master of Science

Member of the Board since 2005
Shares: 2,598 pcs

Independent of the company
Other simultaneous positions of
trust: Member of the Board; eQ

Kim Gran

Year of birth: 1954

Bachelor of Science in Economics
President and CEO of Nokian Tyres plc
Member of the Board since 2002
Bonds with warrants:

2001C 10,600 pcs

2004A 16,000 pcs

2004B 16,000 pcs

Other simultaneous positions of trust:
Chairman of the Board of the Rubber
Manufacturers” Accociation

Member of the Boards: Kuusakoski Oy
and Kuusakoski Group 0y, M-real plc
and Confederation of Finnish Industries



From the left: Tegpo- Huovile; Ramy Helminen, Alexey von Bagh (sifling), Esw Eronen; Antero- Turunen; Railu Hictala-telman, Peniz Bavautdn, Mikw Erdman;
Aniero- Vuogperi, Raimo Mansikkagia; Mika Savolainen; Kejjo- Salonen; Sirkka Hagman, Kim dgran, Kari-Fekka taaksonen; Vanne Nyblom and Seppo- Kup:.
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Situation 31.12.2005

Kim Gran

Year of birth: 1954

President and CEO

Bachelor of Science in Economics
With the company from 1995
Bonds with warrants:

2001C 10,600, 2004A 16,000 pcs,
20048 16,000 pcs

von Bagh Alexej
Year of birth: 1968
Vice President,

Retreading operations and truck tyres

Master of Science (Eng.)

With the company from 1995
Bonds with warrants:

2004A 3,000 pcs, 20048 3,000 pcs

Deniz Bavautdin

Year of birth: 1953

Vice President,

Sales and Sales Offices

Diploma in Business and
Administration

With the company from 2002
Bonds with warrants:

2004A 7,000 pcs, 2004B 6,000 pcs

Esa Eronen

Year of birth: 1957

Vice President, Production Service,
Technology

Engineer

With the company from 1988

Bonds with warrants:

2001C 400, 2004A 4,000 pcs, 20048
3,000 pcs

Mika Erdmaa

Year of birth: 1971

International Department Union of
Salaried Employees TU

Education: Technician

With the company from 1993

Bonds with warrants:

2001C 40, 2004A 25 pcs, 2004B 150
pcs

Sirkka Hagman

Year of birth: 1958

Vice President, Personnel and Safety
Master of Science; Licentiate of
Administrative Science (Eng)

With the company from 1980

Bonds with warrants: 20018 600,
2001C 3,000, 2004A 3,000 pcs,
2004B 3,000 pcs

Rami Helminen

Year of birth: 1966

Vice President CFO,

Finance and Control

Master of Economic Sciences

With the company from 1990
Bonds with warrants:

2004A 6,500 pcs, 2004B 6,000 pcs

Raila Hietala-Hellman

Year of birth: 1952

Vice President,

Communication and IR

Diploma in Business and
Administration

With the company from 1979
Bonds with warrants:

2004A 3,000 pcs, 20048 3,000 pcs

Teppo Huovila

Year of birth: 1963

R&D Manager, Car and Van Tyres
Master of Science, MBA

With the company from 1989
Bonds with warrants:

2004A 2,025 pcs, 20048 2,000 pcs

Antero Juopperi

Year of birth: 1954

Vice President, Car and Van Tyres
Master of Sciences

(Organic Chemistry)

With the company from 1992
Bonds with warrants:

2004A 10,000 pcs, 2004B 8,000 pcs

Seppo Kupi

Year of birth: 1950

Managing Director, Vianor
Engineer

With the company from 1974
Bonds with warrants:

2004A 8,000 pcs, 20048 8,000 pcs

Kari-Pekka Laaksonen

Year of birth: 1967

Vice President,

Logistics and Purchasing

Master of Science (Eng.)

With the company from 2001
Bonds with warrants:

2004A 3,500 pcs, 20048 3,000 pcs

Raimo Mansikkaoja

Year of birth: 1962

Vice President,

Corporate Development

Master of Science, MBA

With the company from 1995
Bonds with warrants:

2001C 500 pcs, 2004A 3,000 pcs,
20048 3,000 pcs

Janne Nyblom

Year of birth: 1970

Professional employees
Engineer

With the company from 1995
Bonds with warrants:

2001C 500 pcs, 2004A 500 pcs,
20048 500 pcs

Keijo Salonen

Year of birth: 1953

Chief Shop Steward

With the company from 1970
Bonds with warrants:

20018 40 pcs, 2001C 40 pcs, 2004A
25 pcs, 2004B 20 pcs

Mika Savolainen

Year of birth: 1971

Vice President,

Information Technology

Master of Science

With the company from 1995
Bonds with warrants:

2004A 3,000 pcs, 2004B 3,000 pcs

Antero Turunen

Year of birth: 1945

Vice President, Heavy tyres,
Master of Science (Eng.)

With the company from 1993
Bonds with warrants:

2004A 6,000 pcs, 2004B 6,000 pcs

Members of the Management did
not own Nokian Tyres shares.



And The road goes on

It bears all Things, believes all Things,
hopes all Things, endwres afl things.
FPouring rain soaks 11, The first winter
frost makes it shimmer like dia-
monds, The mid-summer sun heafs

iTs black surface like glowing coa.
Nevertheless, it Takes Travellers where
They want To-go; winding Through

The landscape; sireiching strajght af
fimes, Then again agiusiing To-The
forms of nature - as long as if goes.
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CONSOLIDATED KEY FINANCIAL INDICATORS IFRS IFRS FAS FAS FAS FAS FAS FAS FAS FAS FAS
Figures in EUR million unless otherwise indicated 2005 2004 2004 2003 2002 2001 2000 1999 1998 1997 1996
Net sales 686.5 6033 602.2 528.7 4792 4234 3985 3226 2513 2116 1926
growth, % 13.8% 141% 139% 10.3% 13.2% 6.3% 23.5% 28.4% 18.7% 9.9% 2.9%
Operating profit before depreciation 151.4 1489 1468 1151 95.0 81.9 68.4 619 475 39.2 327
Depreciation according to plan 35.6 33.4 38.7 36.0 34.9 313 28.9 19.8 14.3 1.7 9.2
Operating profit 115.8 115.6  108.1 79.1 60.1 50.5 39.4 42.1 33.2 27.5 23.5
% of net sales 16.9%  19.2% 18.0% 1500 12.5% 119% 99% 13.1% 13.2% 13.0% 12.2%
Profit before extraordinary items and tax 97.9 69.6  48.0 370 272 359 293 25.1 20.0
% of net sales 16.3%  13.2% 10.0% 87% 68% 11.1% 11.7% 11.8% 10.4%
Profit before tax 112.6 103.0 99.9 69.6 48.0 37.0 27.2 355 29.9 25.1 20.0
% of net sales 16.4% 17.1% 16.6% 13.2% 10.0% 87% 6.8% 11.0% 119% 11.8% 10.4%
Return on equity, % 222% 31.3% 243% 20.8% 16.9% 143% 13.7% 23.6% 22.7% 21.9% 213%
Return on capital employed, % 21.4%  281% 27.5% 223% 17.1% 143% 12.1% 16.9% 19.8% 21.5% 20.8%
Total assets 797.4 578.4 553.8 476.1 4509 459.8  464.0 391.8 2693 188.1 171.0
Interest-bearing net debt 119.5 1633 1074  100.0 1225 1582 182.1 1704 942 39.6 35.4
Equity ratio, % 59.1%  46.4% 483%  44.4% 389% 32.4% 283% 30.9% 37.1% 452% 41.9%
Gearing, % ¢ 254%  60.9% 354%  40.5% 57.9% 85.5% 108.9% 140.6% 94.3%  46.6% 49.4%
Net cash from operating activities 302 56.9 56.9 79.0 69.3 70.8 26.6 223 21.2 2462 17.0¢
Capital expenditure 119.6 57.8 57.8 44.2 26.0 453 67.5 85.7 72.7 25.7 17.7
% of net sales 17.4% 9.6%  9.6% 84% 54% 10.7% 169% 26.6% 28.9% 12.2% 9.2%
R&D expenditure 9.3 9.8 9.6 8.3 8.5 8.3 8.3 7.8 6.6 5.6 5.0
% of net sales 1.4% 1.6%  1.6% 1.6% 1.8% 2.0%  2.1% 24%  2.6% 2.7% 2.6%
Dividends (proposal) 27.9 25.9 259 16.7 11.7 8.8 6.9 9.0 7.6 6.0 49
Personnel, average during the year 3,041 2,843 2,843 2,650 2,663 2,636 2,462 2,023 1,620 1,358 1,329
PER SHARE DATA
Earnings per share, euro 0.695 0.687 0.623 0.448 0317 0.238 0.188 0.251 0.204 0.168  0.140
growth, % 1.2% 532% 389% 41.3% 332% 269% -252% 23.0% 213% 20.4% 19.8%
Earnings per share (diluted), euro 0.676  0.665 0.603 0437 0313 0237 0188 0251 0204 0.168 0.140
growth, % 1.6% 523% 38.1% 39.5% 319% 26.5% -252% 23.0% 213% 20.4% 19.8%
Cash flow per share, euro 0.26 0.53 0.53 0.74  0.65 0.67 0.25 0.21 0.21 0.24¢  0.17¢
growth, % -51.8% -289% -289%  13.7% -2.2% 165.8% 17.8% 41% -14.8%  42.9% -12.2%
Dividend per share, euro (proposal) 0230 0217 0217 0156 0.111  0.083 0.065 0.085 0.073 0.059 0.049
Dividend pay out ratio, % (proposal) 33.8% 35.1% 38.7% 35.0% 35.0% 34.9% 34.7% 34.4% 363% 352% 35.1%
Equity per share, euro 3.89 247 2.46 1.98 1.66 1.41 1.24 1.15 0.97 0.83 0.71
P/E ratio 153 16.3 18.0 13.4 10.7 14.7 9.5 15.1 13.6 16.6 11.8
Dividend yield, % (proposal)  2.2% 1.9% 1.9% 2.6% 3.3% 24%  3.6% 23%  2.6% 2.1% 3.0%
OMarket capitalisation 31 December 1,288.6  1,213.4 1,213.4 639.9 359.7 3713 1894 398.6 286.4 285.7 167.5
Average number of shares during the year, million units 118.57 107.46 107.46 106.19 105.82 105.82 105.69 104.22 102.99 102.16 100.94
diluted, million units 121.96 11091 11091 108.98 107.22 106.12 105.69 10422 102.99 102.16 100.94
Number of shares 31 December, million units 121.00 10853 108.53 106.82 105.82 105.82 105.82 105.45 103.20 102.42 101.39
Number of shares entitled to a dividend, million units 121.09  119.37 11937 106.84 105.82 105.82 105.82 10545 103.20 102.42 10139

1) capital loan included in equity (only in FAS, years 2000-2004)

2) according to previous cash flow statement definitions

3) the bonds with warrants affect the dilution as the average share market price for the financial year exceeds the defined subscription price

DEFINITIONS

Return on equity, % =

Return on capital employed, % =

Equity ratio, % =

Gearing', % =

Earnings per share, euro =

Earnings per share (diluted®), euro =

Cash flow per share, euro =

Dividend per share, euro =

Dividend pay-out ratio, % =

Equity per share, euro =

P/E ratio =

Dividend vield, % =

Profit for the period x 100

Total equity (average)

Profit before tax + interest and other
financial expenses x 100

Total assets - non-interest-bearing (aver.)

Total equity x 100

Total assets - advances received

Interest-bearing net' debt x 100

Total equity’

Profit for the period attributable to the
equity holders of the parent

Average adjusted number of shares
during the year

Profit for the period attributable to the
equity holders of the parent

Average adjusted and diluted®
number of shares during the year

Cash flow from operations

Average adjusted number of shares dur-
ing the year

Dividend for the year

Number of shares entitled to a dividend

Dividend for the year x 100

Net profit

Equity attributable to equity
holders of the parent

Adjusted number of shares on the bal-
ance sheet date

Share price, 30 December

Earnings per share

Dividend per share

Share price, 30 December
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Net sales increased and net profit improved

Nokian Tyres” net sales in 2005 were up by 13.8% on the previ-
ous year to EUR 686.5 million (2004: EUR 603.3 million). Operat-
ing profit was at the previous year's level at EUR 115.8 million
(EUR 115.6 million). Basic EPS was EUR 0.695 (*(EUR 0.687). Profit
improved to EUR 82.2 million (EUR 73.8 million). The Board of
Directors proposes that a dividend of EUR 0.23 (EUR 0.217) per
share be distributed.

Market situation

Slower growth in demand was experienced in the European pas-
senger car tyre replacement markets compared with the previous
year, and competition was tougher. The consumer sales of winter
tyres in the Nordic countries and Russia began exceptionally late
and, as a result, the sales season was short. The strongest growth
areas included Russia, Eastern Europe, and North America. Sales
of new cars grew significantly in Russia and to some extent in the
Nordic countries.

A larger number of forestry machines and other industrial
machines were manufactured than in the previous year, boosting
the demand for heavy special tyres throughout the year. The glo-
bal shortage of harbour, mining and excavation machinery tyres
continued. Demand for new and retreaded truck tyres picked up
towards the end of the review period. Raw material prices rose
as predicted.

January to December 2005

In the January to December 2005 period, the Nokian Tyres Group
booked net sales of EUR 686.5 million (EUR 603.3 million), rep-
resenting an increase of 13.8% on the corresponding period in
2004. Sales in the Nordic countries increased by 5.5%, in Russia
and other CIS countries by 44.3%, in Eastern Europe by 21.4% and
in the USA by 55.9% from the previous year.

Raw material purchase prices in manufacturing increased by
7.5% compared with the corresponding period a year earlier. Price
increases and a good sales mix resulted in average manufacturing
prices rising by 6.2%.

Fixed costs amounted to EUR 209.1 million (EUR 184.2 mil-

lion), representing 30.5% (30.5%) of net sales.

In compliance with IFRS 2, the operating profit for the review
period was burdened by expenses of EUR 6.7 million (EUR 2.3
million) resulting from the options scheme.

The Nokian Tyres Group’s operating profit of EUR 115.8 million
remained at the previous year’s level (EUR 115.6 million). Net
financial expenses were EUR 3.2 million (EUR 12.6 million).

Profit before taxes increased to EUR 112.6 million (EUR 103.0
million). Net profit for the period totalled EUR 82.2 million (EUR
73.8 million) and EPS was EUR 0.695 (EUR 0.687).

Return on net assets (RONA, rolling 12 months) was 18.1%
(24.8%). Income financing after the change in the working capi-
tal, investments and the disposal of fixed assets (Cash flow II)
was EUR -17.1 million (EUR 42.9 million). Equity ratio was 59.1%
(46.49%).

The Group’s cash flow was weakened by larger investments,
inventories and receivables than in the previous year. In terms of
receivables and inventories, the situation improved in the final
quarter, as expected.

The Group employed an average of 3,041 (2,843) people;
3,201 (2,757) at the end of the period. The tyre chain employed
1,297 (1,220) people at the end of the period. The total number
of people working in Russia was 220 of which 172 people worked
at the Vsevolozhsk factory.

PASSENGER CAR TYRES

The net sales of Nokian passenger car tyres in January to Decem-
ber increased to EUR 416.2 million (EUR 364.6 million), or 14.2%
over the previous year. Operating result amounted to EUR 101.9
million (EUR 100.6 million). The operating profit percentage
amounted to 24.5% (27.6%).

Summer tyre sales were good in the Nordic countries, their
emphasis falling on products in the UHP (ultra-high performance)
segment. To ensure good product availability during the winter
tyre season, pre-deliveries of winter tyres in the Nordic countries
and Russia were primarily made in the first half. The exceptionally
mild start of the winter delayed consumer sales, contributing to
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higher winter tyre inventories. Consumer sales began in the last
weeks of the year and the winter tyre stocks decreased. Russia
and North America accounted for the biggest sales in the final
quarter.

In the second half, Nokian Tyres sold a larger number of con-
tract-manufactured tyres outside its home market than in the pre-
vious year, which decreased the average price and margin. Terms
of payment were extended owing to tight competition.

New products represented 27% (36%) and winter tyres 78%
(78%) of the unit’s annual net sales. Contract manufactured tyres
accounted for 10.6% (8.5%)of the unit’s net sales. Most of the
sales growth was generated in Russia, the USA, and Eastern
Europe. Sales to car dealers continued to grow in the Nordic coun-
tries. The company saw its market share in the Nordic countries
shrink slightly, but was able to strengthen its position consider-
ably in Russia and in North America.

Despite the rationalisation measures taken at the end of the
year, the production volumes of the Nokia plant grew. Labour pro-
ductivity (kg/mh) improved by about 6% on the previous year.
Average prices per tyre rose by approximately 8%.

Tyre manufacture in Russia started and sales grew accord-
ing to plan. The plant manufactured approximately 300,000 tyres,
some of which were summer tyres. The products were primarily
sold in Russia, but also exports from Russia, to the Nordic coun-
tries began.

The Nokian branded winter tyres ranked first and second in
several winter tyre tests conducted by trade magazines in the
Nordic countries and Russia in 2005. Novelties in the review
period included Nokian run flat tyres designed for winter driving,
as well as the Nokian i3 summer tyre for family cars. Sales of run
flat tyres have already bequn, and deliveries of the Nokian i3 for
European markets will start in early 2006. After the review period
two new winter tyre families Nokian Hakkapeliitta 5 and Nokian
Hakkapeliitta SUV 5 were launched and sales will commence in
summer 2006.

HEAVY TYRES

The net sales of Nokian heavy tyres in January to December
totalled EUR 76.2 million (EUR 59.6 million), showing an increase
of 28.0% over the corresponding period of the previous year. The
operating profit for heavy tyres improved, totalling EUR 14.7 mil-
lion (EUR 9.3 million). The operating profit percentage increased
to 19.3% (15.79%).

The manufacture of forestry machinery and other industrial
machines continued at a brisk pace, and the demand for tyres
picked up. The strong growth and sales of Nokian heavy tyres
increased in all product groups and in all key markets. Both sales
and operating profit reached a record high. Growth was strong on
both original equipment installation and replacement markets.
Original equipment installation accounted for 49.0% (43.8%) of
the unit’s net sales. The majority of growth came from the Nordic
countries and the USA. The price increases carried out in response
to the rise in raw material prices improved sales profitability. New
products represented 22% (11%) of the unit’s net sales.

Nokian heavy tyres production was operating at full capacity
and the implemented development measures helped improve
the plant’s delivery capacity, while the production level rose by
27% compared to 2004. The investments launched at year-end
with the objective of increasing production volumes and improv-
ing service are expected to produce results in 2006.

In its meeting on 2 November 2005, the Board of Nokian
Tyres decided to incorporate the Nokian Heavy Tyres profit centre
into an independent company, effective as of 1 January 2006.
The objective is to simplify business operations and create bet-
ter opportunities for the further development of the Heavy Tyres
unit.

VIANOR

Vianor's net sales in the January to December period totalled
EUR 235.1 million (EUR 223.9 million), showing an increase of
5.0% on the corresponding period a year earlier. Operating result
amounted to EUR 5.3 million (EUR 11.4 million), and operating
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profit percentage was 2.2% (5.1%). Operating profit improved
towards the end of the year once the winter season began.

In the Nordic countries, the summer tyre season remained
at the same good level as achieved in 2004. Demand for winter
tyres was slower than a year earlier, and the season was short
owing to a very mild winter. Wholesale business to car dealers and
transpart companies grew compared to previous year. Demand
for new and retreaded truck tyres picked up towards the end of
the third quarter resulting in a growth on annual sales. Nokian-
branded tyres represented an increasingly large part of Vianor's
sales, especially in Sweden. Vianor's market share improved in
Finland.

Planned costs incurred from the acquisition of new sales out-
lets in Sweden and Russia, as well as the reorganisation of the
retreading business, taxed the operating profit.

The number of Vianor service outlets increased, totalling 197
at the end of the review period. There were a total of 22 Vianor
outlets in Russia at the end of the review period, two of which are
owned by the company and the rest operate on franchising basis.
The chain will continue its expansion, mainly through franchising
especially in Russia.

OTHER OPERATIONS

The net sales from retreading business and truck tyres totalled
EUR 30.1 million (EUR 31.0 million) in the period from January
to December. The unit’s product range consists mainly of winter
products, the sales of which are highest in the second half of the
year.

Tyre retreading and new truck tyre sales were slow in the first
half, but started to pick up in late autumn. Retreaded tyre sales
grew from the previous year while the sales of new truck tyres
remained the same. The company introduced the studded Nokian
Noktop 41 Stud tread in the review period. Sales of this novelty
began in the last quarter of 2005.

In the early part of the year, the company divested its pas-
senger car tyre retreading operations to Mc. Ripper AB in Sweden.
In May, Nokian Tyres acquired the truck tyre retreading operations

of AGI Dack AB in Sweden.

The Finnish retreading operations were congregated to the
Kuopio and Nurmijarvi retreading plants.

Contract manufacturing of truck tyres began as planned at
Bridgestone’s plant in Spain.

INVESTMENTS

Gross investments in the final quarter totalled EUR 26.4 million
(EUR 21.3 million) and EUR 119.6 million (EUR 57.9 million) for
the entire period. Net investments amounted to EUR 105.0 mil-
lion (EUR 52.6 million). The Russian plant represented EUR 60,4
million (EUR 17.8 million) of total investments and Vianor EUR
14.0 million (EUR 4.4 million).

Overall investments include the acquisition of University
Wholesalers Inc in North-America and Andel Export-Import in
the Czech Republic, which helped Nokian Tyres to enhance its
wholesale and logistics in these strategically important winter
tyre markets.

Other investments relate to new product launches, automa-
tion of the Finnish plant, and Vianor's acquisitions.

The Russian plant rolled out its first Nokian Hakkapeliitta
winter tyres in June and was officially inaugurated in Septem-
ber. Sales of tyres manufactured in Russia began in the second
half of the year. Production output was approximately 300,000
tyres, some of which were summer tyres. The first production
line operates continuously in three shifts and the second produc-
tion line was introduced at the turn of the year. Construction of
the mixing department and central warehouse began in October.
Total investments in the plant between 2004 and 2007 amount
to approximately EUR 150 million.

OTHER MATTERS

1. Profit warning

On 10 October 2005, Nokian Tyres announced that its Q3 financial
result would be weaker than in 2004. Sales growth in the third
quarter was hampered by the brisk pre-sales of winter tyres for
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passenger cars in the first half, which resulted in high inventories
for tyre dealers. Expenses related to the development of Russian
business operations, the start-up of the new plant, acquisition of
new Vianor sales outlets and the establishment of tyre hotels had
a negative impact on financial performance.

2.Statutory labour negotiations

On 22 November, 2005 Nokian Tyres announced that it was ini-
tiating statutory labour negotiations regarding the lay-off of its
personnel and the potential dismissal of approximately 100 pas-
senger car tyre personnel. This action was taken to adjust pas-
senger car tyre production to the current demand and inventories.
However, instead of lay-offs and dismissals, the final solution was
to have all personnel groups take unpaid leave between Christ-
mas and New Year.

3. Changes in ownership of shares

Threadneedle Asset Management Limited (registered in the
United Kingdom and Wales, no. 573204) announced its owner-
ship of 563,595 Nokian Tyres shares as of 24 January 2005, giving
it 3 5.193% share in the company’s share capital and votes.

In April, Threadneedle Asset Management announced a
change in its ownership that took place on 28 April 2005 and
resulted in the company’s share of Nokian Tyres’ share capital and
votes decreasing to 4.924%.

In November Deutsche Bank AG London, on behalf of Deut-
sche Bank AG, announced that as a result of shares traded on
15 November 2005, Deutsche Bank AG and its subsidiaries own
a total of 6,390,488 Nokian Tyres shares, representing 5.28% of
the company’s share capital of 120,990,470. They also announced
that as a result of shares traded on 15 November 2005, Deutsche
Bank AG and its subsidiaries own a total of 6,151,552 Nokian
Tyres shares, representing 5.08% of the company’s total votes to
which the 120,990,470 shares entitle.

4. Acquisition of Andel Export-Import
Nokian Tyres announced in February its acquisition of Andel
Export-Import spol s.r.0, a Czech tyre wholesaler and Nokian Tyres’

importer. The acquisition enables the company to concentrate
its Central and Eastern European logistics operations in Prague.
The goal is to establish the company more firmly in the grow-
ing winter tyre markets in Eastern Europe. Andel Export-Import is
included in the Nokian Tyres consolidated figures.

5. Acquisition of University Wholesalers

In September, Nokian Tyres acquired University Wholesalers Inc
and University Wholesalers of New York Inc in North America. The
acquisitions will enable Nokian Tyres to enhance its wholesales
and logistics in the strategically important North American winter
tyre markets. The University Wholesalers” fourth-quarter net sales
and profits have been consolidated into Nokian Tyres' figures.

6. Warrants on the Main List of the Helsinki Stock Exchange.
Nokian Tyres plc applied for its 2001C warrants of the 2001
option scheme to be listed on the Main List of the Helsinki Stock
Exchange as of 1 March 2005.0n 28 March 2001, the Annual
General Meeting of Nokian Tyres plc decided to issue a bond loan
with warrants to be subscribed by the personnel of the Nokian
Tyres group. The amount of the bond loan was EUR 0.4 million;
216,000 warrants 2001A, 192,000 warrants 20018 and 192,000
warrants 2001C have been issued to the personnel on the basis
of the bond loan.

Warrants 2001A were listed on the Helsinki Stock Exchange
as of 3 March 2003, and warrants 20018 as of 1 March 2004.

The subscription period of warrants 2001C began on 1 March 2005
and will end on 31 March 2007. Each warrant entitles the holder
to subscribe for one share in Nokian Tyres plc with a nominal
value of 2 euros at a subscription price of EUR 26.93. The subscrip-
tion price will be reduced by the amount of dividends paid before
the subscription, on the balancing date of each dividend payment.

As a result of subscriptions, the number of company shares
may rise, at the most, by 192,000 shares and the share capi-
tal, at the most, by EUR 384,000. The warrants were trans-
ferred to the book-entry securities system prior to their listing.
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0n 13 December 2002 the Financial Supervision Authority granted
the company an exemption from the duty to publish a prospectus
when offering shares to be publicly traded.

7. Shares subscribed for with bonds with warrants

After the increase in share capital registered on 27 December
2004, a total of 5,410 shares were subscribed for with the 2001A
bonds with warrants attached to the Nokian Tyres’ Option Program
of 2001 and 5,010 shares with the 20018 warrants. The increase
in share capital resulting from the subscription, EUR 20,840, was
entered in the Trade Register on 21.02.05. Trading of the shares
along with the old shares began on 22.02.05. After the increase,
the number of Nokian Tyres shares is 10,863,301 and the share
capital is EUR 21,726,602.00.

After the increase in share capital registered on 21 Febru-
ary 2005, a total of 67,900 shares were subscribed for with the
20071A bonds with warrants attached to the Option Program of
2001, 105,100 shares with the 2001B warrants and 625,000
shares with the 2001C warrants. The increase in share capital
resulting from the subscription, EUR 159,600, was entered in the
Trade Register on 20 May 2005. Trading of the shares along with
the old shares began on 23 May 2005. After the increase, the
number of Nokian Tyres shares is 120,171,010 and the share
capital is EUR 24,034,202.00.

After the increase in share capital registered on 20 May 2005,
a total of 229,500 shares were subscribed for with the 2001A
bonds with warrants attached to the Option Program of 2001,
68,200 shares with the 2001B warrants and 373,210 shares with
the 2001C warrants. The increase in share capital resulting from
the subscription, EUR 134,182, was entered in the Trade Regis-
ter on 17 August 2005. Trading of the shares along with the old
shares began on 18 August 2005.

After the increase, Nokian Tyres has 120,841,920 shares and
a share capital of EUR 24,168,384.00.

After the increase in share capital registered on 17 August
2005, a total of 14,700 shares were subscribed for with the 2001A
bonds with warrants attached to the Option Program of 2001;

32,700 shares with the 2001B warrants; and 101,150 shares
with the 2001C warrants. The increase in share capital result-
ing from the subscription, EUR 29,710, was entered in the Trade
Register on 11 November 2005. Trading of the shares along with
the old shares began on 14 November 2005. After the increase,
the number of Nokian Tyres shares is 120,990,470 and the share
capital is EUR 24,198,094.00.

After the increase in share capital registered on 11 November
2005, a total of 4,500 shares were subscribed for with the 2001A
bonds with warrants attached to the Option Program of 2001,
3,100 shares with the 20018 warrants and 850 shares with the
2001C warrants. The increase in share capital resulting from the
subscription, EUR 1,690.00, was entered in the Trade Register on
9 December 2005. Trading of the shares along with the old shares
began on 12 December 2005. After the increase, the number of
Nokian Tyres shares was 120,998,920 and the share capital was
EUR 24,199,784.00.

8. Share issue directed at institutional investors

On 16 February 2005 Nokian Tyres” Board of Directors decided to
start accepting subscription commitments related to the directed
share issue planned by the company.

The Board of Nokian Tyres plc decided to suspend book-build-
ing on 17 February 2005. Demand exceeded the number of shares
offered by a factor of 2.5. Based on the authorisation given by the
Annual General Meeting on 5 April 2004, the Board of Directors
decided to raise the company’s share capital, at the most, by EUR
2,148,000, or by a total of 1,074,000 shares, by implementing a
share issue directed to a maximum of one hundred institutional
investors. The shares were subscribed for by paying a subscrip-
tion price of EUR 122 per share. The number of shares offered to
investors totalled 1,074,000, which corresponds to 9.9% of the
company’s share capital and votes prior to the implementation
of the share issue. Some 13% of the shares offered in the share
issue were allocated to Finnish investors, while some 87% went
to international investors.
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The share issue was carried out on the basis of a book-building
process in which institutional investors subscribed for the shares
issued by the company on the basis of their subscription under-
takings during the book-building between 16 February 2005 and
17 February 2005.

On 22 February 2005 the Board of Directors of Nokian Tyres
plc announced its approval of the subscriptions made in the share
issue. All of the 1,074,000 shares offered in the share issue were
subscribed for. As a result of the share issue, the company’s share
capital increased by the maximum amount of EUR 2,148,000
stated in the decision made on the increase.

The increase in share capital was entered in the Trade Reg-
ister on 23 February 2005, and the new shares were offered for
public trading on the Main List of the Helsinki Stock Exchange on
24 February 2005.

9. Development of the share price

The price of Nokian Tyres’ share was EUR 10.65 at the end of the
review period. The average share price during the period was
EUR 13.93 the highest being EUR 20.14 and the lowest EUR 9.70.
A total of 240,284,231 shares were traded during the period,
representing 199% of the company’s overall share capital. The
company’s market value at the end of the period amounted to
EUR 1,289 billion. 39.89% of the company’s shareholders were
Finnish and 60.11% were foreign shareholders registered in the
nominee register. This figure also includes Bridgestone’s owner-
ship of 16.5%.

10. IFRS-compliant financial information

On 31 March 2005 Nokian Tyres announced its adoption of IFRS-
compliant financial reporting as of the beginning of 2005. IFRS-
compliant financial reporting for 2004 is available in its entirety
on the company’s Web site at www.nokiantyres.com. The reports
include, among other things, the statements of change in the FAS
and IFRS equity (1 January 2004 and 31 December 2004) and
profit for 2004.

The interim report has been prepared in accordance with the
IFRS and the same principles as in the bulletin mentioned above.
The classification and disclosure of few items have been revised.

11. Decision made at the Annual General Meeting

The Annual General Meeting of Nokian Tyres held on 5 April 2005
accepted the profit and loss statement for 2004 and discharged
the Board of Directors and the President from liability. The final
dividend was set at EUR 2.17 per share, the matching date on 8
April 2005 and the payment date on 15 April 2005.

Board of Directors and auditor
The meeting decided that the Board of Directors shall have seven
members. Rabbe Gronblom, Managing Director, AB R.Gronblom
International LTD; Satu Heikintalo, M.Sc. (Econ.); Hannu Pent-
tild, Managing Director, Stockmann plc; Henrik Therman, M.Sc. ;
Mitsuhira Shimazaki, Director, Sales Administration, Bridgestone
Europe NV/SA and Kim Gran, President and CEQ, Nokian Tyres plc,
continue as Board members. Petteri Walldén, Managing Director
of Onninen Oy, was appointed to the Board as a new member.
At its meeting following the Annual General meeting, the Board
elected Henrik Therman as Chairman of the Board.

Authorised public accountants KPMG Qy Ab continue as audi-
tors.

Change to the number of shares

To facilitate trading and improve the liquidity of the share, the
Annual General Meeting decided to change the nominal value of
shares from EUR 2.00 to EUR 0.20 and to increase the number of
shares from 11,937,301 at a ratio of 1:10, that is, to 119,373,010
shares without raising the share capital. Section 4 of the Articles
of Association will also be changed to the following: “The nomi-
nal value of each share is EUR 0.20.”

The number of shares that can be subscribed with the war-
rants linked to the option schemes approved by the Annual Gen-
eral Meetings on 28 March 2001 and 5 April 2004 will change
at the same ratio as the share capital is increased, so that the
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total nominal value and the total subscription price of subscribed
shares remain unchanged. As a result of the change, each war-
rant holder is entitled to subscribe ten (10) new shares with one
warrant. The new subscription prices for warrants, adjusted by the
dividend paid for 2004, are the following:

2001A 1.268 euros

20018 2.027 euros

2001C 2.476 euros

2004A 6.079 euros

The increase in the number of Nokian Tyres’ shares at a ratio
of 1:10, without raising the share capital, was entered in the
Trade Register on 15 April 2005. The split share was offered for
trading on the Helsinki Stock Exchange on 18 April 2005.

Authorisation granted to the Board of Directors to increase
the share capital

The Annual General Meeting authorised the Board of Directors
to make a decision regarding an increase in the share capital on
one or more occasions by issuing new shares and/or convertible
bonds. As a result of the authorisation, the company’s share capi-
tal may increase by a maximum of EUR 4,000,000. A maximum
of 20,000,000 new shares may be issued, each bearing a nominal
value of EUR 0.20.

The Board of Directors also has the right to deviate from the
shareholders’ pre-emptive right to subscribe for shares, provided
there is a compelling financial reason, referred to in chapter 4,
section 2a of the Companies Act.

The Board of Directors has the right to decide upon the parties
who are entitled to subscribe, as well as the subscription prices,
terms and conditions of share subscription, and the terms and
conditions of convertible bonds.

The validity of the authorisation is one year from the date of
the Annual General Meeting. At the same time, any other effec-
tive authorisations to increase the share capital are nullified.

Nokian Tyres signed a syndicated revolving credit facility
worth EUR 180 million

In April Nokian Tyres signed a EUR 180-million syndicated
revolving credit facility for five years with international banks. The
facility will be used to refinance the existing syndicated revolving
credit facility of EUR 100 million that was signed on 1 April 2003
and for possible financing needs in the future. The mandated lead
arranger for the facility is Danske Bank A/S.

DEVELOPMENTS AFTER THE PERIOD UNDER REVIEW

Newcomers to the Nokian Hakkapeliitta product range

At the end of January, 2006 Nokian Tyres introduced two new
Nokian Hakkapeliitta product lines: Nokian Hakkapeliitta 5, a stud-
ded winter tyre, and Nokian Hakkapeliitta Sport Utility 5, a tyre
designed for sports utility vehicles. The target markets for these
products are the Nordic countries and Russia. Tyre deliveries will
begin in the second quarter of 2006 and consumer sales will be
launched in the autumn.

OUTLOOK FOR 2006

The tyre markets will remain challenging and competition will
continue to be tough. Raw material prices will rise, and it will
be increasingly difficult to pass the increase on to tyre prices. In
Russia, Eastern Europe and North America the demand for win-
ter tyres, UHP summer tyres and SUV tyres will show sustained
strong growth, while in the Nordic countries and elsewhere in
Europe growth will be more moderate. Strong demand for heavy
tyres will continue.

Material costs in manufacturing for the year are expected to
be 8% higher than in 2005. The company intends to launch a
record number of new products onto the market, thereby improv-
ing the chances of maintaining the targeted level for tyre prices.
Sales of the tyres manufactured in Russia will help support a good
margin level throughout the year.

As in previous years, Nokian Tyres will focus its activities in
areas and product segments offering strong growth potential.
Special attention will be paid to sales and logistics management,

capital management and the expansion and development of the
distribution network. Capacity in Russia will be increased accord-
ing to plan. In Finland, the key objective is to improve productiv-
ity. In contract manufacturing, the emphasis will be on expanding
the product range. In Heavy Tyres, investments will focus on pro-
duction bottlenecks, with the objective of creating more capacity
in the course of 2006 and 2007.

In the Nordic countries, the objective for 2006 is to improve
market shares. However, the company’s sales efforts are increas-
ingly focusing on the growing markets - in other words Russia,
North America and Eastern Europe - which will change the manu-
facturing and sales mix.

Owing to the seasonal nature of the business, a large part
of Nokian Tyres" net sales and operating profit is generated in
the latter part of the year, especially in the last quarter, in both
manufacturing and distribution. With the entire year's capacity of
the Russian plant at our disposal, non-standard operating model
adopted last year will be abandoned. A return to the normal
course of action and a focus on winter tyre pre-sales on the sec-
ond and third quarters will be adopted. This will result in a shift
of profits to later in the year and weaker results in the beginning.
The company is well positioned to reach the target set for 2006,
which is to achieve steady sales growth, a steady upward trend in
profit development, and better capital management.

Nokian Tyres’ overall investments in 2006 will total EUR 88
million (EUR 120 million). The Russian plant accounts for EUR 53
million (EUR 60 million) and the extension of the Vianor chain for
EUR 3 million (EUR 8 million). The remainder consists of produc-
tion investments in the Nokia plant and moulds for new prod-
ucts.

Nokia, 14 February 2006
Nokian Tyres plc

Board of Directors
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EUR million 1.1.-31.12. Notes 2005 2004 EUR million 31.12. Notes 2005 2004
Net sales (1) 686.5 603.3 ASSETS
Cost of sales (3)6)(7)  -401.0 339.3
Non-current assets
Gross profit 285.5 264.0 Property, plant and equipment (13) 304.0 2423
Goodwill 2)(14) 50.7 40.5
Other operating income (4) 4.6 3.6 Other intangible assets (14) 8.5 9.0
Selling and marketing expenses 6)(7) -143.0 -127.1 Investments in associates (15) 0.1 0.5
Administration expenses (6)(7) -15.6 -10.8 Available-for-sale financial assets (15) 0.3 0.2
Other operating expenses (5)(6)(7) -15.8 -14.2 Other receivables (16) 2.1 2.8
Deferred tax assets (17) 11.9 8.0
Operating profit 115.8 115.6 377.6 303.4
Current assets
Financial income (8) 7.2 1.8 Inventories (18) 146.1 98.0
Financial expenses 9) -10.4 -14.5 Trade and other receivables (19)(29) 224.9 152.5
Current tax assets 3.2 0.6
Profit before tax 112.6 103.0 Cash and cash equivalents (20) 45.7 239
419.9 275.0
Tax expense (10) -30.4 29.2 Total assets 797.4 578.4
Profit for the period 82.2 73.8
Attributable to:
Equity holders of the parent 82.4 73.8
Minority interest -0.2 0.0
Earnings per share (EPS) for the profit attributable
to the equity holders of the parent: (11)
Basic, euros 0.695 0.687
Diluted, euros 0.676 0.665
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EUR million 31.12. Notes 2005 2004
EQUITY AND LIABILITIES
Equity attributable to equity holders of the parent (21)(22)
Share capital 24.2 217
Share issue 0.0 0.0
Share premium 137.8 6.7
Translation reserve 5.7 0.9
Fair value and hedging reserves -0.5 1.1
Retained earnings 303.4 240.1
470.7 268.3
Minority interest 0.7 0.0
Total equity 471.4 2683
Liabilities
Non-current liabilities (23)
Deferred tax liabilities (17) 227 211
Interest-bearing liabilities (25)(26)(29) 152.5 131.9
Other liabilities 2.1 23
177.3 155.2
Current liabilities
Trade and other payables (27) 132.1 85.3
Current tax liabilities 3.0 133
Provisions (24) 0.9 0.9
Interest-bearing liabilities (25)(26)(29) 12.8 55.3
148.7 154.8
Total liabilities 326.0 310.1
Total equity and liabilities 797.4 578.4

EUR million 1.1.-31.12. 2005 2004
Cash flows from operating activities:
Cash receipts from sales 632.6 559.9
Cash paid for operating activities -542.6 -463.9
Cash generated from operations 90.0 96.0
Interest paid -4.3 -14.1
Interest received 13 17
Dividends reiceived 0.0 0.2
Income taxes paid -56.7 26.8
Net cash from operating activities (A) 30.2 56.9
Cash flow from investing activities:
Acquisitions of property, plant and equipment and intangible assets -93.1 -58.5
Proceeds from sale of property, plant and equipm. and intangible assets 14.1 5.3
Acquisition of Group companies, net of cash acquired -16.7 0.0
Disinvestments in associates 0.4 0.0
Net cash used in investing activities (B) -95.4 -53.2
Cash flow from financing activities:
Proceeds from issue of share capital 133.6 3.6
Change in current financial receivables 0.4 1.9
Change in non-current financial receivables 0.8 0.0
Change in financial current borrowings -42.6 16.6
Change in financial non-current borrowings 20.6 43
Dividends paid -25.9 -16.7
Net cash from financing activities (C) 87.0 1.2
Net increase in cash and cash equivalents (A+B+C) 21.8 4.9
Cash and cash equivalents at the beginning of the period 23.9 19.0
Cash and cash equivalents at the end of the period 45.7 23.9
21.8 4.9
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Equity attributable to equity holders of the parent Minority Total
Fair value and interest equity
Share Share Share Translation hedging Retained
EUR million capital issue premium reserve reserves earnings Total
Equity, Jan 1st 2004 21.4 0.0 3.4 0.0 -1.5 179.4 202.7 0.0 202.7
Interest rate swaps 0.4 0.4 0.4
Translation differences 0.9 0.9 0.9
Profit for the period 73.8 73.8 73.8
Total recognised income and
expenses for the period 0.9 0.4 0.0 13 0.0 13
Dividends paid -16.7 -16.7 -16.7
Exercised warrants 0.4 0.0 33 3.6 3.6
Share-based payments 23 23 2.3
Other changes 13 13 13
Equity, Dec 31st 2004 21.7 0.0 6.7 0.9 -1.1 240.1 268.3 0.0 268.3
Equity, Jan 1st 2005 21.7 0.0 6.7 0.9 -1.1 240.1 268.3 0.0 268.3
Share issue expenses -1.1 -1.1 -1.1
Interest rate swaps 0.6 0.6 0.6
Translation differences 4.8 4.8 0.0 4.8
Profit for the period 82.4 82.4 -0.2 82.2
Total recognised income and
expenses for the period 1.1 4.8 0.6 82.4 86.8 -0.2 86.6
Share issue 2.1 0.0 128.9 131.0 131.0
Dividends paid 25.9 25.9 25.9
Exercised warrants 0.3 3.4 3.7 3.7
Share-based payments 6.7 6.7 6.7
Other changes -0.2 -0.2 -0.2
Change in minority interest 0.0 0.9 0.9
Equity, Dec 31st 2005 24.2 0.0 137.8 5.7 -0.5 303.4 470.7 0.7 471.4
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ACCOUNTING POLICIES FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

Basic information

Nokian Tyres Plc is a Finnish public corporation founded in accord-
ance with the Finnish laws and domiciled in the city of Nokia.
The shares of Nokian Tyres Plc have been quoted on the Helsinki
Exchanges since 1995.

Nokian Tyres Group develops and manufactures summer and
winter tyres for passenger cars and vans, and special tyres for
heavy machinery. The Group also manufactures retreading mate-
rials and retreads tyres. The largest and most extensive tyre retail
chain in the Nordic countries, Vianor, is also a part of the Group.
The core business areas in the Group are passenger car tyres,
heavy tyres and Vianor.

Basis of preparation

The consolidated financial statements have been prepared in
accordance with the International Financial Reporting Standards
and in compliance with the IAS and IFRS standards as well as the
SIC and IFRIC interpretations in force on 31 December 2005. Inter-
national Financial Reporting Standards refer to the standards and
related interpretations to be applied within the Community as
provided in the Finnish Accounting Act and the provisions issued
on the basis of this Act, and in accordance with the procedure
laid down in Regulation (EC) No 1606,/2002 of the European
Parliament and of the Council on the application of international
accounting standards. Notes to the consolidated financial state-
ments also comply with the Finnish accounting and corporate
laws.

The information in the financial statements is presented in
millions of euro and are prepared under the historical cost con-
vention except as disclosed in the following accounting policies.
In 2005 the Group adopted the IFRS accounting principles and
has applied the transition standard IFRS 1 (First-time Adoption of
International Financial Reporting Standards) and the exemptions
it offers for the retrospective application of IAS 21 (The Effects of
Changes in Foreign Exchange Rates) and IFRS 3 (Business Combi-

nations). Previously the Group prepared its financial statements
in compliance with the Finnish Accounting Standards (FAS). The
Group’s IFRS transition date was 1 January 2004. Differences aris-
ing from the adoption of IFRSs have been shown in the reconcili-
ations in note 35 to the consolidated financial statements Transi-
tion to the IFRS-reporting. The comparison data for 2004 has been
changed to comply with the IFRS principles.

Use of estimates

The preparation of financial statements in compliance with IFRS
requires the use of estimates and assumptions that affect the
amount of assets and liabilities shown in the balance sheet at
the time of preparation, the presentation of contingent assets
and liabilities in the financial statements, and the amount of rev-
enues and expenses during the reporting period. Estimates have
been used e.g. to determine the amount of items reported in
the financial statements, to measure assets, to test goodwill and
other assets for impairment, and for the future use of deferred
tax assets. Since the estimates are based on the best current
assessments of the management, the final figures may deviate
from those used in the financial statements.

Principles of consolidation

The consolidated financial statements include the financial state-
ments of the parent company Nokian Tyres Plc as well as all
subsidiaries in which the Parent company owns, directly or indi-
rectly, more than 50% of the voting rights or in which the Parent
company otherwise exercises control.

Associated companies in which the Group has 20 to 50% of
the voting rights and in which it exercises significant influence
but not control, have been consolidated using the equity method.
If the Group’s share of the associated company’s losses exceeds
its holding in the associated company, the carrying amount will
be recorded in the balance sheet at nil value and losses in excess
of that value will be ignored unless the Group has obligations
towards the associated companies. Shares in associated compa-
nies include the carrying amount of the investment in an associ-
ated company according to the equity method, and possible other

non-current investments in the associated company, which are, in
substance, part of a net investment in the associated company.

Joint ventures refer to companies in which the Group, under a
contractual arrangement, has agreed to share control over finan-
cial and business principles with one or more parties. The Russian
joint venture 000 Amtel-Nokian Tyres is accounted for using the
proportionate consolidation method (50% shareholding) on each
row as the operation of the company is based on the equal influ-
ence and responsibility stipulated by agreements.

Acquired subsidiaries have been consolidated using the pur-
chase method, according to which the acquired company’s assets
and liabilities are measured at fair value at the date of acquisi-
tion. The cost of goodwill is the excess of the cost of the busi-
ness combination over the acquirer’s interest in the net fair value
of the identifiable assets, liabilities and contingent liabilities. In
accordance with the exemption under IFRS 1, the past business
combinations occurred before the date to of transition to IFRSs
have not been restated; instead, the carrying amount under FAS
are recognised as the deemed cost. For the past business combi-
nations, the acquisition cost has been allocated to the property,
plant and equipment of the acquired subsidiary, where applica-
ble. The remaining portion of acquisition cost has been shown as
consolidated goodwill and has been amortised according to plan
over the expected useful life. Under IFRS, goodwill is not amor-
tised but is tested annually for impairment. Subsidiaries acquired
during the financial year have been consolidated from the acqui-
sition date and those divested until the divestment date.

All internal transactions, receivables, liabilities and unreal-
ised margins, as well as distribution of profits within the Group,
are eliminated while preparing the consolidated financial state-
ments.

Profit for the period is attributed to the owners of the Parent
company and to minority holders. Moreover, minority interests
are disclosed as a separate item under the consolidated equity.

Foreign currency items
Transactions in foreign currencies have been recorded at the
exchange rates effective on the transaction date. Any balance
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sheet items in foreign currencies unsettled on the balance sheet
date have been measured at the European Central Bank’s closing
exchange rate. Foreign exchange gains and losses related to busi-
ness operations and to financing activities have been recorded
under financial income and expenses.

Foreign Group companies

The balance sheets of foreign subsidiaries have been translated
into euro using the European Central Bank’s closing rates, and the
income statements using the average rate for the period. Transla-
tion differences arising from the subsidiaries” income statements
and balance sheets have been recorded under equity as a sepa-
rate item. Translation differences arising from the elimination of
foreign company acquisition cost and from the profits and losses
incurred after the acquisition have been recorded under equity as
a separate item.

The Group hedges its investments in significant foreign Group
companies with foreign currency loans or forward contracts to
minimise the impact of exchange rate fluctuation on equity. The
exchange gains and losses arising from this hedging are booked
in their net amount against the translation difference of equity
in the consolidated balance sheet. Translation differences gener-
ated by foreign subsidiaries and associated companies after the
date of transition have been presented as a separate item under
equity. Translation differences accumulated prior to the date of
transition to IFRSs have been moved to retained earnings accord-
ing to the exemption in IFRS 1. When a subsidiary acquired after
IFRS transition is divested fully or in part, the related accumulated
translation differences are brought from the equity to the income
statement and entered as a gain or loss on the sale. As of 1 Janu-
ary 2004, the goodwill arising from the business combinations
of foreign units and the fair value adjustments in the carrying
amounts to their assets and liabilities performed in connection
with the business combinations have been presented in the local
currencies of the units in question. In accordance with the exemp-
tion provided in IFRS 1, the goodwill and its allocation to other
assets in past business combinations carried out prior to 1 January
2004 have been recorded in euro.

Financial instruments

Financial assets and liabilities

The IAS 32 and IAS 39 standards have been applied since 1 Janu-
ary 2004. Based on IAS 39, financial assets have been classified
as follows: financial assets at fair value through profit or loss,
available-for-sale financial assets, and loans and receivables.

Financial assets at fair value through profit or loss include current
investments of over three months, such as commercial papers.

Available-for-sale  financial assets include quoted and
unquoted shares. Quoted shares are measured at fair value, which
is the share bid price on the balance sheet date. Changes in fair
value are recognised directly in equity until the financial asset
is sold or divested, at which time the changes in fair value are
recorded in profit and loss. Impairments are recorded in profit and
loss. Unquoted shares have been presented at acquisition price if
the fair value could not be reliably determined.

Loans and receivables include non-derivative assets with
fixed or determinable payments that are not quoted in an active
market. In the Group, this category includes trade receivables and
other loan receivables resulting from commercial activities. Loans
and other receivables have been measured at amortised cost less
any write-down, and in the balance sheet they are included in cur-
rent or non-current loan receivables, depending on their maturity.

(ash and cash equivalents consist of cash funds and other
current investments, such as bank deposits. Credit limits issued by
banks are included in current liabilities in the balance sheet.

Interest-bearing liabilities are classified as other liabilities.
Loans are measured at fair value on the basis of the consideration
received in connection with the original recognition, after which
the loans are recorded at amortised cost using the effective inter-
est rate method.

The interests accumulated for the setup period of production
units included in property, plant and equipment, and requiring
a substantial construction period, are capitalised for the period
needed to produce the investment for the intended purpose.
Other borrowing costs are recognised as expenses for the period
in which they incurred.

Derivative instruments and hedge accounting

Derivative instruments are originally booked at the acquisition
cost that equals their fair value. In subsequent financial state-
ments derivative instruments are measured at fair value. Pub-
licly quoted market prices and rates, as well as generally used
measurement models, are used to define the fair value of deriva-
tives. The information and assumptions used in the measurement
models are based on verifiable market prices and values. The fair
values of derivative instruments expiring within a year are shown
in the balance sheet under current receivables or liabilities, and
instruments with longer maturity under non-current receivables
or liabilities.

Hedge accounting has not been applied to derivatives used
to hedge cash flows from the Group’s business operations in for-
eign currencies. Change in fair values of derivative instruments
to which hedge accounting has not been applied have been
recorded in profit and loss

The Group applies IAS 39 —compliant hedge accounting for
hedging cash flow related to non-current loans and for hedging
the net investment in foreign operations. In this case the Group,
when initiating hedge accounting, documents the relationship
between the item to be hedged and the hedging instrument, the
effectiveness measurement method and the hedging strategy in
accordance with the Group’s risk management policy to meet all
hedge accounting criteria in IAS 39.

Hedge accounting is applied in cash flow hedging in connection
with interest rate swaps, by which floating rate loans have been
changed to fixed rate loans. The effective portion of the change in
the fair value of the interest rate swaps is recorded in equity and
any remaining ineffective portion recorded in profit and loss.

The Group applies hedge accounting to certain forward
exchange contracts and foreign currency loans used to hedge the
net foreign currency investments in foreign subsidiaries. Changes
in the fair value of the forward exchange contracts meeting the
hedge accounting criteria are recognised in equity in their entirety.
Correspondingly, the foreign exchange gains and losses on foreign
currency loans taken out for hedging purposes are recorded under
equity and interest expenses under financial items.
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Income recognition

Income from the sale of products is recognised when the signifi-
cant risks and rewards connected with ownership of the goods,
as well as the right of possession and effective control, have been
transferred to the buyer and payment is probable. This is also the
case when a customer separately requests that the assignment
of goods be deferred. Revenue from services is recognised once
the services have been rendered. Generally, sales are recognised
upon delivery in accordance with the contractual terms and con-
ditions. To calculate the net sales, sales revenue is adjusted with
indirect taxes and discounts.

Research and development costs

Research costs are recorded as other operating expenses for
the financial period in which they incurred. Product develop-
ment costs are capitalised once certain criteria associated with
commercial and technical feasibility have been met. Capitalised
development costs primarily comprising materials, supplies and
direct labour costs, as well as related overheads, are amortised
systematically over their expected useful life. The amortisation
period is 3-5 years.

Government grants

Grants received from governments or other parties are recognised
as adjustments to related expenses in the income statement for
the period. Grants received for the acquisition of property, plant
and equipment reduce the acquisition cost.

Operating profit

The Group has defined operating profit as follows: operating profit
is the net sum of net sales plus other operating income less cost
of sales, selling and marketing expenses, administration expenses
and other operating expenses. Operating profit does not include
exchange rate gains or losses.

Income taxes
The tax expense of the Group include taxes based on the profit
or loss for the period or dividend distribution of the Group com-

panies, as well as adjustment of taxes from prior periods, and
change in deferred tax. The tax impact of items recorded directly
in equity is correspondingly recognised directly in equity. Share of
associated companies’ profit or loss is shown in the income state-
ment calculated from the net result, and thereby includes the
impact of taxes. Deferred income taxes are stated using the bal-
ance sheet liability method, as measured with tax rates enacted
by the balance sheet closing date, to reflect the net tax effects
of all temporary differences between the financial reporting and
tax bases of assets and liabilities. The most significant temporary
differences arise from the depreciation differences of intangible
assets and property, plant and equipment, measuring the net
assets of business combinations at fair value, measuring availa-
ble-for-sale financial assets and hedging instruments at fair value,
internal profits in inventory and other provisions, appropriations
and unused tax losses. Deferred tax liabilities will also be rec-
ognised from the subsidiaries” non-distributed retained earnings
if profit distribution is likely and will result in tax consequences.
Deferred tax assets relating to the temporary differences is rec-
ognised to the extent that it is probable that future taxable profits
will be available against which the asset can be utilised before
expiration. Deferred taxes are not recorded on goodwill that is not
deductible for tax purposes.

Earnings per share

Basic earnings per share is calculated by dividing the profit or loss
attributable to the equity holders of the parent for the period by
the weighted average number of shares outstanding during the
period. The average number of treasury shares has been deducted
from the number of shares outstanding. The diluted earnings per
share has been computed using the treasury stock method. In
dilution, the denominator includes the shares obtained through
the assumed conversion of the options, and the repurchase of
treasury shares at the average market price during the period
with the funds generated by the conversion. The assumed con-
version of options is not taken into account for the calculation of
earnings per share if the effective share subscription price defined
for the options exceeds the average market price for the period.

Property, plant and equipment

The values of property, plant and equipment acquired by the
Group companies are based on their costs. The assets of acquired
subsidiaries are measured at the fair value at the date of acquisi-
tion. Depreciation is calculated on a straight-line basis from the
original acquisition cost, based on the expected useful life. Depre-
ciation includes any impairment losses.

In the balance sheet, property, plant and equipment are
stated at cost less accumulated depreciation and impairment
losses. The interests accumulated for the setup period of pro-
duction units included in property, plant and equipment, and
requiring a substantial construction period, are capitalised for the
period needed to produce the investment for the intended pur-
pose. Other borrowing costs are recognised as expenses in the
period they incurred.

Depreciation is based on the following expected useful lives:

BUIAINGS oo 20-40 years
Machinery and equipment ........cccccocoveeverrrvnn. 4-20 years
Other tangible assets. ..., 10-40 years

Land is not depreciated.

The expected useful lives are reviewed at each balance sheet
date, and if they differ materially from previous estimates, the
depreciation schedules are changed accordingly.

Reqular maintenance and repair costs are recognised as
expenses for period. Expenses incurred from significant moderni-
sation or improvement projects are recorded in the balance sheet
if the company gains future economic benefits in excess of the
originally assessed standard of performance of the existing asset.
Modernisation and improvement projects are depreciated on a
straight-line basis over their useful lives. Gains and losses from
the divestment and disposal of property, plant and equipment
are determined as the difference of the net disposal proceeds
and the carrying amounts. Sales gains and losses are included in
operating profit in the income statement.
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Goodwill and other intangible assets

The goodwill arising on a business combination consists of the
excess of the acquisition costs and the net fair value of iden-
tifiable assets, liabilities and contingent liabilities. Goodwill is
not amortised; instead, it is tested annually for impairment. The
goodwill of associated companies is included in the value of the
investment in the associated company.

Other intangible assets include customer relationships, capi-
talised development costs, patents, copyrights, licences and soft-
ware. Intangible rights acquired in business combinations are
measured at fair value and amortised on a straight-line basis
over their useful lives. Other intangible assets are measured at
cost and amortised on a straight-line basis over their useful lives.
An intangible asset is only recorded in the balance sheet if it
is probable that the expected future economic benefits that are
attributable to the asset will flow to the company and cost can be
measured reliably. Subsequent expenses related to the assets are
only recorded in the balance sheet if the company gains future
economic benefits in excess of the originally assessed standard
of performance of the existing asset; otherwise, costs are recog-
nised as expenses at the time of occurrence.

In the balance sheet, intangible assets are recorded at cost
less accumulated amortisation and impairment losses. The amor-
tisation schedule for intangible assets is 3-10 years.

Impairment
At each balance sheet date the Group shall assess whether there
is any indication that an asset may be impaired. If any such indi-
cation exists, the recoverable amount of the asset in question is
estimated. Goodwill and intangible assets not yet available for
use are tested for impairment at least annually. To assess impair-
ment, the Group’s assets are allocated to cash- generating units
on the smallest group that is largely independent of other units
and the cash flows of which can be separated.

The recoverable amount is the higher of fair value of the asset
less costs to sell and a value in use of. As a rule, value in use is
based on the discounted future cash flows that the corresponding

asset or the cash-generating unit can derive. The impairment rec-
ognised in the income statement is the amount by which the car-
rying amount of the asset exceeds the corresponding recoverable
amount, and in the balance sheet it is allocated first to reduce
the carrying amount of any goodwill of the unit and then pro rata
against the other assets. An impairment loss recognised in prior
periods will be reversed if the estimates used to determine the
recoverable amount change. However, a reversal of impairment
loss shall not exceed the carrying amount that would have been
determined in the balance sheet without the recognised impair-
ment loss in prior periods. Impairment loss on goodwill is not
reversed under any circumstances.

As required by the transition standard, goodwill has been
tested for impairment in compliance with IAS 36 on the date of
transition 1 January 2004.

Leasing agreements

The Group as a lessee

Leasing agreements are classified as either finance leases or
operating leases. Leasing agreements by which the risks and ben-
efits associated with the ownership of an asset are substantially
transferred to the company represent finance leases. Assets held
under finance leases, less depreciation, are included in intangi-
ble assets and property, plant and equipment and the obliga-
tions resulting from the lease in interest-bearing liabilities. Lease
payments resulting from finance leases are apportioned between
finance charges and the reduction of the outstanding liability.
Charges paid under operating leases are recognised as expenses
in the income statement.

Finance leases have been recorded in the balance sheet in the
amount equalling the fair value of the leased property or, if lower,
present value of minimum lease payments, each determined at
the inception of the lease. The assets are depreciated consistent
with that for assets that are owned and any impairment losses
are recorded. Depreciation is carried out over the useful life or a
shorter lease term.

The Group as a lessor

Assets held under leases other than finance leases are included
in intangible assets and property, plant and equipment in the
balance sheet. These are depreciated over their useful lives, con-
sistent with assets in the company’s own use. Lease income is
recorded in the income statement on a straight-line basis over
the lease term.

Inventories

Inventories are measured at the lower of cost or the net real-
isable value. Cost is primarily determined in accordance with
standard cost accounting, which corresponds to the cost calcu-
lated in accordance with the FIFO (first-in, first-out) method. The
cost of finished goods and work in progress includes raw material
purchase costs, direct manufacturing wages, other direct manu-
facturing costs, and a share of production overheads, borrowing
costs excluded. Net realisable value is the estimated sales price in
ordinary activities less the costs associated with the completion of
the product and the estimated necessary costs incurred to make
the sale of the product.

Trade receivables
Trade receivables in the balance sheet are carried at the origi-
nal invoice value (and those in foreign currencies at the clos-
ing rate of the European Central Bank) less doubtful receivables
and credits for returned goods. Doubtful receivables are based on
the case-by-case assessment of outstanding trade receivables as
well as on historical experience of the portion the Group will not
receive under the original terms and conditions.

Actual and estimated credit losses are recorded as other oper-
ating expenses in the income statement.

Dividend

The dividend proposed by the Board of Directors at the Annual
General Meeting has not been recognised in the financial state-
ments. Dividends are only accounted for on the basis of the deci-
sion of the Annual General Meeting.
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Treasury shares
The Group or the Parent company do not hold treasury shares, nor
is the Board of Directors authorised to acquire them.

Provisions

A provision is entered into the balance sheet if the Group has a
present legal or constructive obligation as a result of a past event,
and it is probable that an outflow of economic benefits will be
required to settle the obligation and the amount of the obligation
can be reliably estimated. Provisions may be related to the reor-
ganisation of activities, unprofitable agreements, environmental
obligations, trials and tax risks. Warranty provisions include the
cost of product replacement during the warranty period. Provi-
sions constitute best estimates at the balance sheet date and are
based on past experience of the level of warranty expenses.

Employee benefits

Pension liabilities

The Group companies have several pension schemes in different
countries based on local conditions and practices. These pension
arrangements are classified as either defined contribution plans
or defined benefit plans. Payments for defined contribution plans
are recorded as expenses in the income statement for the period
they relate to. All of the material pension arrangements in the
Group are defined contribution plans.

Share-based payments
The Group has applied IFRS 2 Share-based payments to all option
schemes in which options were granted after 7 November 2002
and which did not vest prior to 1 January 2005. These schemes
include the 2004 options that were part of the Group’s personnel
incentive scheme, and some of the 2001C options.

Share options are measured at the fair value on the grant
date and expensed on a straight-line basis over the vesting
period. Corresponding amounts are recorded as an increase in

equity. The expense determined at the grant date is based on the
Group’s estimate of the number of warrants that are assumed to
vest at the end of the vesting period. The Black & Scholes’ option
pricing model is used to determine the fair value of warrants. The
impact of non-market-based conditions (such as profitability and
a certain profit growth target) is not included in the fair value of
the option; instead, it is taken into account in the final number
of options that are assumed to vest at the end of the vesting
period. The Group updates the assumption of the final number on
each closing date. Changes in the estimates are recognised in the
income statement.

When options are exercised, the nominal value portion of the
payments received on the basis of share subscriptions (adjusted
with any transaction costs) is recorded in share capital and the
remainder in share premium.

Other option and incentive schemes

All rights granted in the 1999 Share appreciation rights incentive
scheme fixed to the share price were vested prior to 1 January
2005, which is why the IFRS2 was not applied to them. Costs aris-
ing from the exercise of rights were paid in cash. No expense has
incurred for the Group as it has sold 2001A share options held in
stock for a corresponding sum. All rights in the scheme expired
on 31 March 2005.

All of the A and B options and most of the C options in the
20071 incentive scheme were granted before 7 November 2002
and therefore IFRS2 was not applied to them When options are
exercised, the nominal value portion of the payments received
on the basis of share subscriptions (adjusted with any transaction
costs) is recorded in share capital and the remainder in share
premium.

Non-current assets held for sale and discontinued opera-
tions

A non-current asset, or a group of disposable items, is classified
as being held for sale if the amount corresponding to its carrying
amount will primarily be generated from the sale of the asset
instead of being generated from the continued use of the asset.
Non-current assets held for sale, and assets related to discon-
tinued operations, are measured at their carrying amounts, or
the lower fair value from which the cost of the sale has been
deducted, if the amount corresponding to its carrying amount will
primarily be generated from the sale of the asset and if the sales
transaction is highly likely to take place.

A discontinued operation is a part of the entity that has been
divested or classified as being held for sale and represents a sep-
arate core business area or a geographic operating area.

The Group’s financial statements for 2004 and 2005 do not
include any non-current assets held for sale or any discontinued
operations.

Application of revised or amended IFRS standards
In 2006 the Group will adopt the following revised or amended
standards and IFRIC interpretations published by IASB in 2004 and
2005:
- IFRIC 4 Determining whether an arrangement contains a
lease.
According to the Group’s estimates, the adoption of the IFRIC
4 interpretation will not have a material effect on the Group’s
future financial statements.
In 2007 the Group will adopt the following standard pub-
lished in 2005:
- IFRS 7 Financial Instruments: Disclosures
The Group estimates that the new standard will mainly
affect the notes to the consolidated financial statements.
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1. SEGMENT INFORMATION Business segments Business segments
The segment information is presented in respect of the business  Passenger car tyres -product centre covers the development and
and geographical segments. The primary segment format, busi- ~ production of summer and winter tyres for cars and vans. 2005 Other
ness segments, is based on the internal organisation and financial Heavy tyres — product centre comprises tyres for forestry Passen- operations
reporting structure. machinery, special tyres for agricultural machinery, tractors and gercar  Heavy and
The business segments comprise of entities with assets and ~ industrial machinery. EUR million tyres tyrest Vianor eliminations Group
operating activities providing products and services subject to Vianor —tyre chain sells car and van tyres as well as truck
risks and returns that are different from those of other business  tyres. In addition to Nokian brand, Vianor sells other leading tyre Net sales from
segments. Products and services of a geographical segment are brands and other automotive products and services. external customers 3612 723 2347 183 686.5
provided within a particular economic environment that is subject Other operations includes retreading and truck tyre business, Services 9.0 590
to risks and returns that are different from those in economic  and bicycle tyre business which was disposed of in 2004. In addi- sales of gaods 3612 723 2057 183 6575
environments of other geographical segments. tion to the inter-segment eliminations, other operations contains Inter-seqment net sales 550 40 0.4 594
business development and group management unallocated to Net sales 1162 762 7351 411 6865
Pricing of inter-segment transactions is based on current market the segments. Speiing pratt 101.9 147 53 61 1158
prices. N _ _ _ ) % of net sales 245% 193% 22 % 16.9 %
Segment assets and liabilities include items directly attributable to ~ Geographical segments Financial income and
a segment and items that can be allocated on a reasonable basis. The secondary segment information consists of eight geographic s 3
The unallocated items contain tax and financial items together  regions: Finland, Sweden, Norway, Russia and the CIS, Eastern Profit before tax 126
with joint Group resource items. Capital expenditure comprises of Europe, the rest of Europe, North America and the rest of the o apese 304
additions to intangible assets and property, plant and equipment world. e N— 877
used in more than one period. In presenting information on the basis of geographical seg-
ments, segment revenue is based on the geographical location of p— 5944 547 1375 67 7233
the customers and segment assets are based on the geographical [ po— 11
location of the assets. —— 2974
Liabilities 67.1 101 403 141 1316
Unallocated liabilities 194.4
Total liabilities 326.0
Capital expenditure 90.0 3.5 140 122 119.6
Depreciation and amor-
tisation 25.5 4.1 4.7 13 356
Other non-cash
expenses 35 0.8 1.1 2.5 7.8
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Geographical segments

2004 Other
operations
Passenger  Heavy and
EUR million car tyres tyres Vianor eliminations  Group
Net sales from external
customers 307.8 53.4 2235 18.7  603.3
Services 27.1 27.1
Sales of goods 307.8 53.4  196.4 18.7 5763
Inter-segment net sales 56.7 6.2 0.4 -63.3
Net sales 364.6 59.6 2239 -44.7 6033
Operating profit 100.6 9.3 1.4 -5.8  115.6
9% of the net sales 276 % 157 % 5.1% 19.2 %
Financial income and
expenses -12.6
Profit before tax 103.0
Tax expense -29.2
Profit for the period 73.8
Assets 358.7 51.4 1268 -0.1 5368
Unallocated assets 41.5
Total assets 578.4
Liabilities 46.2 6.0 359 =36 84.5
Unallocated liabilities 225.6
Total liabilities 310.1
Capital expenditure 49.7 2.5 4.4 12 578
Depreciation and amor-
tisation 233 4.1 43 1.7 334
Other non-cash
expenses 1.8 0.4 0.4 1.8 4.4

2005
= YV O S ©
= § % S2 =3 38 _8 ©%
5 = : 2£ g2 ¢5 53 9= =
= 5 poa) D =2 Ll 5 o
EUR million uE_ % g & :GE) EhE :% kS CZD §i 4‘% % G}
Net sales 183.9 107.8 86.9 109.5 30.0 88.8 76.7 3.0 686.5
Services 11.2 9.1 8.4 0.3 29.0
Sales of goods 172.7 98.7 785 109.5 29.7 88.8 76.7 3.0 657.5
Assets 368.4 52.9 29.6 156.9 10.6 18.0 60.7 697.0
Unallocated
assets 100.4
Total assets 797.4
Capital expendi-
ture 36.9 9.4 0.9 63.8 1.7 0.2 6.5 119.6
2004
o v “—
c O ] o ©
= 5 5 "o cw TS 8 %% _
§E 8% £ g3 2¢ 2 £% i 3
EUR million g z S 2£ 82 £% 2§& £:2 E
Net sales 177.5 101.1 81.8 78.8 25.6 87.3 48.8 2.4 603.3
Services 10.1 9.0 7.8 0.2 271
Sales of goods 167.4 922 74.0 78.8 25.4 87.3 438.8 2.4 5763
Assets 366.6 48.6 249 41.8 1.9 11.0 20.6 5153
Unallocated
assets 63.1
Total assets 578.4
Capital expendi-
ture 39.0 1.0 1.4 16.3 0.1 0.1 0.0 57.8
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2. ACQUISITIONS

Acquisitions in 2005

In 2005 the Group only acquired small companies. In February,
the Group acquired the entire share capital of the (zech-based
Andel Export-Import spol s.r.o. In September, the Group acquired
full ownership of two US-based companies University Wholesal-
ers Inc. and University Wholesalers of New York Inc.

In addition, Vianor made various acquisitions throughout the
financial period, gaining 100% shareholding in eight small local
tyre companies in Sweden and in one in Norway.

Future expectations relating to supply chain management
and the growth in market area and in sales resulted in the recog-
nition of goodwill .

EUR million

Specification of the cost of business combinations

Paid in cash 20.0
Costs directly attributable to the business combinations 0.3
Total cost of the business combinations 20.3
Fair value of the net assets acquired -9.8
Goodwill 10.6

EUR million Fair values Carrying
recorded in amounts before
Specification of acquired net assets combination combination

Intangible assets 0.1 0.1
Property, plant and equipment 3.9 3.2
Inventories 22.0 19.9
Receivables 9.6 9.6
Cash and cash equivalents 3.4 3.4
Liabilities 29.1 27.8
Net assets acquired 9.8 8.2
Considerations paid in cash 20.3

Cash and cash equivalents in the

subsidiaries acquired 3.4

Net cash outflow 17.0

Since these pieces of information are not material individu-
ally, the presentation is aggregated. The profits of the acquired
companies, totalling EUR 1.9 million, are included in the consoli-
dated income statement. The business operations of companies
acquired by Vianor were immediately transferred to a Group com-
pany engaged in business operations and therefore they do not
generate net sales or profit anymore while being a part of the
Group. Owing to the minor significance of the acquired companies
the effect of the acquisitions on the annual net sales and profit of
the Group is not material.

Acquisitions in 2004
The Group did not acquire any companies in 2004.
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EUR million 2005 2004
3. COST OF SALES

Raw materials 1313 101.4
Goods purchased for resale 157.6 131.0
Wages and social security contributions on goods sold 50.7 47.0
Other costs 67.3 36.8
Depreciation of production 25.0 23.2
Sales freights 17.3 13.4
Change in inventories -48.1 135
Total 401.0 3393
4. OTHER OPERATING INCOME

Gains on sale of property, plant and equipment 3.2 2.8
Other income 1.4 0.8
Total 4.6 3.6
5. OTHER OPERATING EXPENSES

Loss on sale of property, plant and equipment

and other disposals 1.9 0.4
Research and development costs 9.3 9.8
Quality control 2.1 1.6
Other expenses 2.5 2.4
Total 15.8 14.2

EUR million 2005 2004
6. DEPRECIATION, AMORTISATION AND IMPAIRMENT LOSSES

Depreciation is calculated on the basis of the estimated useful life

of the assets using the straight line method.

No impairment losses have been recorded during 2004 and 2005.

Depreciation and amortisation by asset category

Intangible rights 1.3 1.6
Other intangible assets 0.8 0.9
Buildings 3.9 9.6
Machinery and equipment 29.3 20.8
Other tangible assets 0.4 0.4
Total 35.6 33.4
Depreciation and amortisation by function

Production 25.0 23.2
Selling and marketing 7.6 6.9
Administration 1.4 1.2
Other depreciation and amortisation 1.6 2.0
Total 35.6 334
7. EMPLOYEE BENEFIT EXPENSES

Wages and salaries 96.6 87.1
Pension contributions - defined contribution plans 14.9 14.1
Share-based payments 6.6 23
Other social security contributions 28.3 23.7
Total 146.4 1271

Information on the employee benefits and loans of the key management personnel

is presented in note 33 Related party transactions.
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EUR million 2005 2004 EUR million 2005 2004
Number of personnel, average during the year The reconciliation of tax expense recognised in the income statement and tax expense using
Production 1294 1202 the domestic corporate tax rate (2005: 26%, 2004: 29%):
Selling and marketing 1546 1468
Others 201 173 Profit before tax 112.6 103.0
Total 3041 2 843
Tax expense using the domestic corporate tax rate -29.3 -29.9
8. FINANCIAL INCOME Effect of deviant tax rates in foreign subsidiaries 0.8 -0.2
Tax exempt revenues 0.7 0.0
Intersest income, non-current 0.0 0.0 Non-deductible expenses 2.3 -0.7
Dividend income 0.0 0.2 Losses on which no deferred tax benefits recognised -0.4 -0.2
Other interest and financial income 1.2 1.6 Effect of the change in corporate tax rate on deferred tax 2.0
Exchange rate differences (net) 6.0 0.0 Adjustment for prior periods -0.1 0.2
Total 7.2 18 Other items 0.2 -0.3
Tax expense -30.4 -29.2

9. FINANCIAL EXPENSES
11. EARNINGS PER SHARE

Interest expenses -8.9 -9.4

Other financial expenses 1.4 -4.2 Basic earnings per share is calculated by dividing the profit or loss for the period by the
Exchange rate differences (net) 0.0 -0.9 weighted average number of shares outstanding during the period. The average weighted
Total -10.4 145 number of shares used for the calculation of diluted EPS takes into consideration the dilutive

effect of the options outstanding during the period.
10. TAX EXPENSE

Profit attributable to the equity holders of the parent 82.4 73.8
Current tax expense -35.4 -32.3
Adjustment for prior periods 0.1 -0.2 Shares, 1,000 pcs
Change in deferred tax 4.9 33 Weighted average number of shares 118 566 107 464
Total -30.4 -29.2
Dilutive effect of the options outstanding 3397 3442
Diluted weighted average number of shares 121963 110 906

Earnings per share, euros
Basic 0.695 0.687
Diluted 0.676 0.665
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12. PROPERTY, PLANT AND EQUIPMENT

14. INTANGIBLE ASSETS

_ g
z 5 £ 23
a " =5 = °£3 _ w w
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2 2 55 %3 3% ® = SE 2579 =
EUR million = 8 =5 B8& REEH 2 EUR million 3 E2 B ESR =
Accumulated cost, Jan 1st 2004 43 104.4 291.4 4.8 8.5 413.5 Accumulated cost, Jan 1st 2004 40.1 6.0 4.2 50.3
Decrease/Increase -0.1 -4.1 329 -0.2 13.8 42.3 Decrease/Increase 1.1 13 2.4
Accumulated cost, Dec 31st 2004 4.1 100.3 3243 4.6 223 455.7 Net exchange differences 0.4 0.4
Net exchange differences 0.0 -0.3 14 -0.1 -1.8 Accumulated cost, Dec 31st 2004 40.5 7.1 5.5 53.0
Accum. depreciation, Dec 31st 2004 24.8 -184.1 2.7 211.6 Accum. amortisation, Dec 31st 2004 1.9 1.7 2.6
Carrying amount, Dec 31st 2004 4.1 75.2 138.9 1.8 22.3 2423 Carrying amount, Dec 31st 2004 40.5 5.1 3.8 49.4
Accumulated cost, Jan 1st 2005 4.1 1003 3243 4.6 223 455.7 Accumulated cost, Jan 1st 2005 40.5 7.1 5.5 53.1
Decrease/Increase 0.0 -9.6 48.9 1.8 36.4 774 Decrease/Increase 0.0 1.8 -1.2 0.7
Acquisitions through business combinations 0.2 1.1 0.9 2.2 Acquisitions through business combinations 10.2 0.1 10.3
Accumulated cost, Dec 31st 2005 43 91.7 3741 6.5 58.7 535.4 Accumulated cost, Dec 31st 2005 50.7 8.9 4.4 64.0
Net exchange differences 0.0 -0.4 1.4 15 -0.4 Net exchange differences 0.0
Accum. depreciation, Dec 31st 2005 24.8 -203.2 3.0 231.0 Accum. amortisation, Dec 31st 2005 0.0 3.2 -1.6 -4.8
Impairment losses, Dec 31st 2005 0.0 0.0 0.0 0.0 0.0 0.0 Impairment losses, Dec 31st 2005 0.0 0.0 0.0 0.0
Revaluations, Dec 31st 2005 0.0 0.0 0.0 0.0 0.0 0.0 Revaluations, Dec 31st 2005 0.0 0.0 0.0 0.0
Carrying amount, Dec 31st 2005 4.3 66.5 169.4 3.5 60.3 304.0 Carrying amount, Dec 31st 2005 50.7 5.7 2.8 59.2

Fixed assets under construction contain EUR 1.2 million of capitalised borrowing costs for the setup period.

13. FINANCE LEASES Machinery
EUR million Buildings and equipment
Accumulated cost, Jan 1st 2004 20.6 3.7
Accum. depreciation, Dec 31st 2004 -4.3 -1.3
Carrying amount, Dec 31st 2004 16.3 2.4
Accumulated cost, Jan 1st 2005 7.7 3.6
Accum. depreciation, Dec 31st 2005 2.3 -1.7
Carrying amount, Dec 31st 2005 5.4 1.8
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Impairment tests for goodwill
Goodwill has been allocated to the Group’s cash-generating units
that have been defined according to the business organisation.

Allocation of goodwill

EUR million

Passenger car tyres 329
Vianor 17.8
Total goodwill 50.7

The recoverable amount of a cash-generating unit is based on
calculations of the value in use. The cash flow forecasts used in
these calculations are based on five-year financial plans approved
by the management. The estimated sales and production vol-
umes are based on the current condition and scope of the existing
assets. The key assumptions used in the plans include product
selection, country-specific sales distribution, margin on products,
and their past actual outcomes. Assumptions are also based on
commonly used growth, demand and price forecasts provided by
market research institutes.

The discount rate used is the weighted average cost of capi-
tal (WACC) before taxes defined for the Group. The calculation
components are risk-free rate of return, market risk premium,
industry-specific beta co-efficient, borrowing cost and the capital
structure at market value at the time of testing. The discount rate
used is 9.9-11.7%; it has not changed significantly from the previ-
ous year. Future cash flows after the forecast period approved by
the management have been capitalised as a terminal value using
a steady 2 % growth rate and discounted with the discount rate
specified above.

The testing indicated no need to recognise impairment losses.
Of the key assumptions, Vianor is most sensitive to changes in
sales margin. The recoverable amount from car and van tyres
significantly exceeds the carrrying amount of the cash-generating
unit, and small sales margin or sales volume changes have no
effect on the impairment testing results.

15. INVESTMENTS IN ASSOCIATES AND AVAILABLE-FOR-SALE
FINANCIAL ASSETS

Shares in associated
companies reported

according to the equity  Unquoted
EUR million method shares
Accumulated cost, Jan 1st 2005 0.5 0.2
Decrease/Increase -0.4 0.1
Accumulated cost, Dec 31st 2005 0.1 0.3
Net exchange differences
Carrying amount, Dec 31st 2005 0.1 0.3
Carrying amount, Dec 31st 2004 0.5 0.2
EUR million 2005 2004
16. OTHER NON-CURRENT
RECEIVABLES
Loan receivables 2.1 2.8

Total 2.1 2.8
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17. DEFERRED TAX ASSETS AND LIABILITIES
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Deferred tax assets:
Intercompany profit in inventory 4.6 0.9 55
Provisions 0.6 0.0 0.5
Tax losses carried forward 0.6 0.7 13
Derivatives at fair value 0.4 -0.2 0.2
Other items 1.9 3.0 =05 4.4
Total 8.0 46 -07 0.0 0.0 11.9
Deferred tax liabilities:
Property plant and equipment and
intangible assets 17.3 1.0 0.1 18.5
Other items 3.7 0 0.7 42
Total 21.1 -0.3 1.8 0.0 0.1 22.7

At 31 December 2005 the Group had carryforward losses for EUR 0.6 million (EUR 0 million in
2004), on which no deferred tax asset was recognised. It is not probable that future taxable

profit will be available to offset these losses before they expire.

No deferred tax liability was recognised on the undistributed earnings, EUR 4.5 million in
2005 (EUR 0.6 million in 2004), of foreign subsidiaries as the earnings have been invested

permanently to the countries in question.

EUR million 2005 2004
18. INVENTORIES

Raw materials and supplies 17.5 10.3
Work in progress 3.7 2.8
Finished goods 124.9 84.9
Total 146.1 98.0
In 2005 EUR 1.0 million (EUR 1.3 million in 2004) expense was

recognised to decrease the carrying amount of the inventories to

reflect the net realisable value.

19. TRADE AND OTHER RECEIVABLES

Trade receivables 186.7 135.1
Loan receivables 0.8 0.4
Accrued revenues and deferred expenses 26.8 4.8
Derivative instruments 1.2 1.4
Other receivables 9.4 10.7
Total 224.9 152.5

The Group recognised impairment loss on trade receivables worth EUR
0.4 million (EUR 1.2 million in 2004).

See note 29 for the fair values of the receivables.
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The maximum number of shares is 320 million (32 million in 2004). The nominal value of shares is
EUR 0.20 per share (EUR 2.00 in 2004) and the maximum share capital of the Group is EUR 64 million
(EUR 64 million in 2004). All outstanding shares have been paid for in full.

Below is a description of the reserves within equity:

Translation reserve

Translation reserve include the differences arising from the translation of the foreign subsidiaries’
financial statements. The gains and losses from hedging the net investments in foreign units are also
included in translation reserve once the criteria of hedge accounting have been met.

Fair value and hedging reserves
The fair value and hedging reserves comprises of two reserves: the fair value reserve for available-
for-sale financial assets, and the hedging reserve for changes in the fair values of derivative instru-
ments used for cash flow hedging.

Treasury shares
The Group and the Parent company do not hold any treasury shares.

Dividends

After the balance sheet date, the Board of Directors proposed that a dividend of EUR 0.23 per share
be paid (EUR 0.217 in 2004).

EUR million 2005
Specification of the distributable funds, December 31st

Retained earnings 226.6
Profit for the period 82.4

The share of untaxed reserves and appropriations recorded

EUR million 2005 2004
Significant items under accrued revenues and deferred expenses
Annual discounts, purchases 2.5 1.7
Financial items 2.2 1.6
Social payments 0.3 0.4
Customs duties 8.7 0.0
VAT, Russia 8.3 0.0
Other items 4.8 1.1
Total 26.8 4.8
20. CASH AND CASH EQUIVALENTS
Cash in hand and at bank 441 23.6
Bank deposit 1.6 0.3
Total 45.7 23.9
21. EQUITY
Reconciliation of the number of shares:

Number of

shares Share Share  Treasury

EUR million (1000 pcs) capital  premium shares Total
Jan 1st 2004 10 682 21.4 34 24.8
Exercised warrants 171 0.4 33 3.6
Acquisition of treasury shares -
Dec 31st 2004 10 853 21.7 6.7 28.4
Jan 1st 2005 10 853 21.7 6.7 28.4
Equity issue 1074 2.1 127.7 129.9
Exercised warrants 10 0.0 0.1 0.1
Share split 107 436 0.0
Exercised warrants 1626 0.3 33 3.6
Acquisition of treasury shares
Dec 31st 2005 120 999 24.2 137.8 162.0

in shareholders” equity -51.6
Non-distributable funds in subsidiaries -1.4
Distributable funds 255.9

The calculation of distributable funds is based on the consolidated IFRS balance sheet and the Finnish leg-
islation. In 2004 the distributable funds (EUR 187.4 million) were based on consolidated FAS balance sheet
and the Finnish legislation.
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22. SHARE-BASED PAYMENTS
SHARE OPTION PLANS

Bond loan with warrants 2001 directed at personnel
The Annual General Meeting in 2001 decided to offer a bond
loan with warrants, as a part of the Group’s incentive scheme,
to employees of the Group or persons recruited to the Group at
a later stage. The bond loan with warrants amounted to EUR 0.4
million and was subscribed for by 42% of the entire personnel.
As a result of the subscriptions, the share capital of the Group
may increase by a maximum of EUR 1.2 million and the number
of shares by a maximum of 600,000 according to the original
terms.

Bond with warrants1999 and an incentive scheme

fixed to the share price

Bond loan 2001 and the attached warrants marked 2001A were
offered to the subscribers of the 1999 bond loan with warrants
provided that the warrant holder returned all his/her old 1999
warrants to the company. The company cancelled a total of
433,800 1999 warrants, which were returned to the Group in the
conversion. A total of 42,525 1999A warrants and 41,025 19998
warrants were not returned to the company.

In December 2001, Nokian Tyres plc announced the launch of
an incentive scheme based on the company’s share price devel-
opment. The scheme covered those holders of the 1999 warrants
who did not exchange their 1999 warrants for the new 2001A
warrants. The exercised share appreciation rights have been paid
in cash.

The new incentive scheme replaced the remaining 1999 war-
rants, after which the 1999 warrants no longer exist.

Share option plan 2004 directed at personnel

The Annual General Meeting in 2004 decided to issue a share
option plan, as a part of the Group’s incentive scheme, to employ-
ees of the Group or persons recruited to the Group at a later
stage. The Board's intention was to issue the shares in spring
2004 (2004A warrants), 2005 (2004B warrants) and 2006 (2004C
warrants).

As a result of the subscriptions, the share capital of the Group
may increase by a maximum of EUR 1.47 million and the number
of shares by a maximum of 735,000 according to the original
terms.

The tables below present more specific information on the
share option plans.

WARRANTS 2001 warrants

2005 2001 A 20018 2001 C
Maximum number of share options, pcs 216 000 192000 192 000
Subsribed shares per option, pcs 10 10 10
Original subscription price 190 € 2.59 € 3.04 €
Dividend adjustment Yes Yes Yes
Subscription price at 31 December 2003 1.64 € 2.40 € 2.85€
Subscription price at 31 December 2004 149 € 224 € 2.69 €
Subscription price at 31 December 2005 127 € 2.03 € 248 €
Exercisable, from 1 Mar 2003 1 Mar 2004 1 Mar 2005
Expiration 31 Mar 2007 31 Mar 2007 31 Mar 2007
Option life, years 13 13 13
Participants at the end of period 148 354 547

2004 warrants

2004 A 2004 B 2004 C
245000 245 000 245000
10 10 10

6.45 € 1210 €
Yes Yes Yes

6.30 €

6.08 € 11.88 €
1 Mar 2006 1 Mar 2007 1 Mar 2008
31 Mar 2008 31 Mar 2009 31 Mar 2010
23 33 4.4
1791 2198 0

Total

1335000

The subscription price for warrants 2004C is the weihted average price of a Nokian Tyres plc share on the Helsinki Exchanges between 1 Jan-31 Mar 2006
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WARRANTS 2001 warrants 2004 warrants e WARRANTS 2001 warrants 2004 warrants Edhe
prices prices
(weighted (weighted
2005 2001A 2001B 2001C| 2004A 2004B 2004C Total aver.) 2004 2001 A 2001B 2001C| 2004A 2004B 2004C| Total aver.)
Number of (at 1 January 2005) Number of (at 1 January 2004)
Share options granted 193820 210840 211240 | 234275 0 0| 850175| 3.30¢ Share options granted 183320 210840 210100 0 0 0| 604260 233€
Share options forfeited 14730 20340 21140 2550 0 0 58760 239€ Share options forfeited 14730 19900 19780 0 0 0| 54410 -
Share options cancelled 0 0 0 0 0 0 0 - Share options cancelled 0 0 0 0 0 0 0 -
Share options exercised 142 155 128 440 0 0 0 0| 270595| 1.85¢ Share options exercised 99 695 0 0 0 0 0| 99695 -
Before share split 142 155 128 440 0 0 0 0| 270595 - Share options outstanding 68895 190940 190320 0 0 0| 450 155 247 €
After share split 0 0 0 0 0 0 0 - Share options held for future grants 47 410 1060 1680 | 245000 245000 245000 | 785 150 0.11€
Share options outstanding 36 935 62 060 190100 | 231725 0 0 520 820 4.16 €
Share options held for future grants 36 910 1500 1900 | 13275 245000 245000| 543585| 2.74¢€ Changes during the period
Share options granted 10 500 0 1140 | 234275 0 0| 245915 6.07 €
Changes during the period Share options forfeited 0 440 1060 2550 0 0| 4050 491€
Share options granted 20 000 0 0 8720 219820 0| 248540| 10.82¢€ Share options cancelled 0 0 0 0 0 0 0 -
Share options forfeited 0 160 200 12825 7 460 0 20645 | 8.11¢€ Share options exercised 42 460 128 440 0 0 0 0| 170 900 2.06 €
Share options cancelled 0 0 0 0 0 0 0 - Weighted average share price during the
Share options exercised 37070 25920 110021 0 0 0 1730M 2.15¢€ period, € 7.81° 838" - - -
Before share split 5410 5010 0 0 0 0 10 420 - Share options expired 0 0 0 0 0 0 0 -
After share split 31660 20910 110021 0 0 0 162 591 --
Weighted average share price during Number of (at 31 December 2004)
the period, € 13257 13257 14137 - - - - Share options granted 193820 210840 211240 | 234275 0 0| 850175 330 €
Share options expired 0 0 0 0 0 0 0 0 Share options forfeited 14730 20340 20840 2550 0 0| 58460 239€
Share options cancelled 0 0 0 0 0 0 0 -
Number of (at 31 December 2005) Share options exercised 142155 128 440 0 0 0 0| 270 595 185€
Share options granted 213820 210840 211240 242995 219820 01098715 | 4.83¢€ Share options outstanding 36935 62060 190400 | 231725 0 0521120 416 €
Share options forfeited 14730 20500  21340| 15375 7 460 0 79405 | 3.72¢€ Share options held for future grants 36 910 1500 1600 | 13275 245000 245000 | 543 285 274 €
Share options cancelled 0 0 0 0 0 0 0 -- Share options exercisable 73845 63560 - - 137 405
Share options exercised 179225 154360 110 021 0 0 0 443 606 1.83 €
Before share split 147 565 133 450 0 0 0 0| 281015 - * The weighted average price of a Nokian Tyres plc share between Jan-Dec 2004 (2001A) and Mar-Dec 2004 (20018).
After share split 31660 20910 110021 0 0 0 162 591 -- y
Share options outstanding 19865 35980 79879 | 227620 212 360 0| s75704| 730¢ " The weighted average price of a Nokian Tyres plc share between Jan-ar 2005
(1999A ja B), Jan-Dec 2005 (2001A ja B) and Mar-Dec 2005 (2001C).
Share options held for future grants 16 910 1660 2100| 17380 32640 245000| 315690| 7.40¢€
Share options exercisable 36775 37640 81979 - -- - | 156 394
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SHARE APPRECIATION RIGHTS 2005 2004
Share appreciation rights | Share appreciation rights

1999 A 1999 B 1999 A 1999 B
Maximum number of rights, pcs 300 000 300 000 300 000 300 000
Original subscription price 332€ 332€ 332€ 332€
Dividend adjustment Yes Yes Yes Yes
Exercise price on 31 December 2003 2.90 € 2.90 € 290 € 2.90 €
Exercise price on 31 December 2004 275 € 275 € 2.75 € 275 €
Exercise price on 31 December 2005 2.53 € 253 € 253 € 2.53 €
Exercisable, from 1 Mar 2001 1 Mar 2003 | 1 Mar2001 1 Mar 2003
Expiration 31 Mar 2005 31 Mar 2005 | 31 Mar 2005 31 Mar 2005
Share appreciation right life, years expired expired 0.3 0.3
Participants at the end of period 0 0 75 58
Number of 1Jan 2005 1)an2005| 1)Jan2004 1 )an 2004
Rights granted 43775 42 400 43 775 42 400
Rights forfeited 0 0 0 0
Rights cancelled 0 0 0 0
Rights exercised (paid in cash by the Group) 25 828 21977 20 550 13 975
Rights outstanding 17 947 20 423 23 225 28 425
Rights held for future grants 256 225 257 600 256 225 257 600
Changes during the period
Rights granted 0 0 0 0
Rights forfeited 6075 9175 0 0
Rights cancelled 0 0 0 0
Rights exercised (paid in cash by the Group) 10 622 10 498 5278 8002
Weighted average share price during the period, € 13.25° 13.25° 7.81°7 7.817
Rights expired 1250 750 0 0

SHARE APPRECIATION RIGHTS

Number of

Rights granted

Rights forfeited

Rights cancelled

Rights exercised (paid in cash by the Group)
Rights outstanding

Rights held for future grants

Rights exercisable

2005

Share appreciation rights
1999 A 1999 B
31 Dec 2005 31 Dec 2005
43775 42 400
6 075 9175
0 0
36 450 32 475
0 0
0 0
0 0

* The weighted average price of a Nokian Tyres plc share between Jan-Mar 2005

“* The weighted average price of a Nokian Tyres plc share between Jan-Dec 2004

Measurement of fair value

2004

Share appreciation rights
1999 A 1999 B
31 Dec 2004 31 Dec 2004
43 775 42 400
0 0
0 0
25 828 21977
17 947 20 423
256 225 257 600
274172 278 023

The fair value of share options was determined with Black-Scholes option pricing model. Fair value of
the options is determined on the grant date and recognised as expense in employee benefits during
the vesting period. The decision date by the Board of Directors is the grant date. According to IFRS
those share options, that were granted before 7 Nov 2002 or were vested before 1 Jan 2005, have
not been recognised as expenses in the financial statements. IFRS2 is not applied to the 1999A- ja B-
share appreciation rights, the 2001A- ja B-share options and a part of 2001C-share options of Nokian
Tyres plc, and therefore no fair value was determined to those plans. In 2005 the effect of share
options on the net profit is EUR 6.7 million (2004: EUR 2.3 million).

Main assumptions for Black-Scholes model

Share options granted, pcs
Weighted average share price, €
Subscription price, €

Interest rate, %

Option life, years

Volatility, % *

Share options forfeiting, %

Total fair value, €

Granted in 2005 All share options

244 095 520 715
12.72 9.51
11.68 8.54
2.8 % 3.0 %

3.8 3.9

28.5 % 32.1 %
6.7 % 9.4 %
8789 558 14 898 801

“Volatility is based on the historical volatility of the share using monthly observations during a period corresponding the option life.
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23. PENSION LIABILITIES 24. PROVISIONS 25. INTEREST BEARING LIABILITIES

2005 2004
The pension schemes of Finnish Group companies have been Carrying Carrying
treated as contribution plans, as the Finnish Ministry of Social ~ EUR million 2005 2004 EUR million amount  amount
Affairs and Health approved the changes in the calculation prin-
ciples of the disability pension system in late 2004. In accord-  Provisions Non-current
ance with the changes that are in force as of 1 January 2006, an Loans from financial institutions
arrangement that was previously classified as a defined benefit ~ Warranty provision and pension loans 136.0 67.8
plan will be considered a defined contribution plan in the future. Bond loans 10.0 10.0
The changes removed the pension liability entailed in the defined ~ Jan Tst 0.9 0.7 Capital loan 0.0 36.0
benefit plan for the most part in December 2004. The remaining Provisions made 0.9 0.9 Finance lease liabilities 6.5 18.1
liabilities ceased to exist during 2005. Provisions used 0.0 15 152.5 131.9

For Nokian Tyres, the defined benefit plan interpretation was ~ Provisions reversed -0.9 0.8 Current

estimated to reduce the equity at the time of transition by roughly ~ Dec 31st 0.9 0.9 Commercial papers 0.0 314
EUR 5 million, including deferred taxes, which represents a few Loans from financial institutions 11.8 222
per cent of the total equity. Owing to the small significance and in~ The goods are sold with a normal warranty period. Defective goods will Finance lease liabilities 1.0 1.7
order to maintain comparability between other financial periods,  be repaired at the cost of the company or replaced with a corresponding 12.8 55.3
the said liability has not been recorded in the IFRS balance sheet product. The warranty provisions are expected to be utilised within one
on the transition date and at the end of the period, nor has the year. See note 29 for the fair values of the interest-bearing liabilities.

impact of the discharge been recognised as income in the finan-
cial statements for 2004 and 2005.

All of material pension arrangements in the Group are defined
contribution plans.
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Maturing of non-current liabilities Interest-bearing non-current liabilities by currency
2005 EUR million 2005 2004
EUR million 2006 2007 2008 2009 2010 Later
Loans from financial institutions and EUR 144.8 138.9
pension loans, fixed rate 37 37 3.7 3.7 3.7 10.5 oK 8.0 7.2
Loans from financial institutions, MO 12.5 9.7
floating rate 8.1 23 6.3 10.9 69.8 21.4 165.3 155.8
Bond loans 0.0 0.0 00 100 0.0 0.0 Commercial papers are in EUR.
Finance lease liabilities 1.0 0.9 0.9 0.9 0.8 3.0
Total non-current liabilities 12.8 6.9 10.9 25.5 743 34.9
2004 The weighted averages of the effective interest rates for the inter-
EUR million 2005 2006 2007 2008 2009 Later est-bearing liabilities on December 31, 2005
Loans from financial institutions and
pension loans, fixed rate 3.7 3.7 3.7 3.7 3.7 13.6 2005
Loans from financial institutions, Loans from financial institutions and pension loans 3.67%
floating rate 18.5 6.4 0.4 18.7 3.8 10.1 Loans from financial institutions and pension loans
Capital loan 36.0 0.0 0.0 0.0 0.0 0.0 including interest rate swaps 3.71%
Bond loans 0.0 0.0 0.0 00 100 0.0 Bond loans 3.10%
Finance lease liabilities 17 18 17 17 17 11.2 Bond loans including interest rate swaps 5.54%
Total non-current liabilities 59.9 1.9 58 24.1 19.2 34.9 Finance lease liabilities 8.07%

Floating rate loans from financial institutions have been changed into fixed rate by interest rate swaps
amounting to a nominal value of EUR 6.5 million.

For bond loans, there is an interest rate swap with a nominal amount of EUR 10 million under which the
floating rate is converted into a fixed rate.
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EUR million 2005 2004

26. MATURING OF FINANCE LEASE LIABILITIES

Minimum lease payments

In less than 1 year 1.5 2.7
In1to 5 years 5.9 13.5
In over 5 years 3.2 11.3
10.6 27.5

Present value of minimum lease payments
In less than 1 year 1.5 2.7
In 1to 5 years 4.5 11.0
In over 5 years 1.5 6.1
7.5 19.8
Future finance charges 3.1 7.7
Total finance lease liabilities 7.5 19.8

On December 31, 2005 (December 31, 2004) the Group’s finance leases relating to warehouses,
machinery and equipment amounted to EUR 7.3 million (EUR 18.7 million) and they are included in
tangible assets. In 2005 (2004) the amount of floating lease payments were EUR -0.2 million (EUR -0.2
million). The finance lease payments are bound to 3-month euribor.

In the end of 2005 one warehouse lease was restructured and the new lease was classified as an oper-
ating lease. Due to this restructuring tangible assets were decreased by EUR 9.6 million and finance
lease liabilities by EUR 10.6 million.

EUR million 2005 2004
27. TRADE AND OTHER PAYABLES

Non-interest bearing

Trade payables 69.5 36.8
Accrued expenses and deferred revenues 42.9 35.6
Derivative instruments 2.3 1.8
Advance payments 0.5 0.2
Other liabilities 17.0 11.0
Total 132.1 85.3
Significant items under accrued expenses and deferred revenues

Wages, salaries and social security contributions 21.4 20.4
Annual discounts, sales 2.4 4.4
Financial items 3.6 29
Royalties 0.0 0.8
Commissions 2.7 0.0
Goods received and not invoiced 0.2 0.6
Property, plant and equipment received and not invoiced 3.7 0.0
Other items 8.9 6.4
Total 42.9 35.6
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28. FINANCIAL RISK MANAGEMENT

The objective of financial risk management is to protect the
Group’s planned profit development from adverse movements
in financial markets. The principles and targets of financial risk
management are defined in the Group’s finance policy, which is
updated reqularly and approved by the Board. Financing activi-
ties and financial risk management are centralized to the par-
ent company treasury, which enters into financing and hedging
transactions with external counterparties and acts as a primary
counterparty to business units in financing activities, like funding
and cash management.

Foreign currency risk

The Nokian Tyres Group consists of the parent company in Fin-
land, separate sales companies in Russia, Sweden, Norway, the
USA, Germany, Czech Republic, Switzerland and Slovakia, the tyre
chain companies in Nordic countries, Russia and Estonia, and the
tyre factories located at Nokia in Finland and at Vsevolozhsk in
Russia.

Transaction risk

According to the Group’s finance policy, transactions between
the parent company and the Group companies are primarily car-
ried out in the local currency of the Group company in question.
Therefore transaction risk is carried mainly by the parent com-
pany and there is no significant currency risk in foreign Group
companies. The external EUR 48 million loan to the Russian fac-
tory is an exception to this main rule. On the balance sheet date
EUR 20 million of the loan was hedged at the Group level.

The Parent company’s open cufrency exposure Comprises
of currency-denominated receivables and payables (including
inter-company loans and trade receivables and payables) in the
balance sheet and currency-denominated binding purchase and
sales contracts (transaction exposure). For risk management pur-
poses, estimated currency cash flows (in addition to the identi-
fied transaction exposure) are added to the open currency expo-

sure so that the overall currency risk exposure horizon (budget
exposure) covers the next 12 months. According to the Group
finance policy the transaction exposure is hedged in full, although
20% over- and under-hedging is allowed. The budget exposure is
hedged according to the market situation and the hedge ratio can
be 70% of the budget exposure at maximum. As hedging instru-
ments, currency forwards and currency options are used.

Translation risk

In financial statements the balance sheets of the foreign subsidi-
aries are translated into euro using the European Central Bank’s
closing rates and the impact of exchange rate fluctuations from
net foreign investments are recorded as translation differences
in equity. Following the Group’s finance policy, the main foreign
net investments are hedged with non-current currency loans and
currency forwards. The hedge ratio varies between 50% and 75%
of the reported equity.

open
December 31, 2005 exposure loan  forward  exposure
NOK 163 -100 0 63
SEK 118 -75 0 43
RUB 2324 -1 200 1135

Interest rate risk

The Group’s interest rate risk consists mainly of borrowing, which
is split between floating and fixed rate instruments. On the bal-
ance sheet date floating rate loans amounted to EUR 136.3 mil-
lion and fixed rate loans EUR 29 million. The Group's treasury
measures the loan portfolio duration and if needed, changes the
duration by using interest rate derivatives within the limits set
in the Group’s finance policy. The average fixing period of inter-
est rate exposure was on the balance sheet date 19 months,
compared to 23 months in 2004. The Group uses interest rate
derivatives as cash flow hedges and hedge accounting is applied
for those derivatives.

Interest-bearing net debt

EUR million
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Liquidity risk Credit Risk EUR million 2005 2004

In accordance with the Group finance policy, the treasury is  In financing activities credit risk consists of counterparty risk,

responsible for maintaining the Group’s liquidity, efficient cash  which Nokian Tyres faces in dealing financing activities with dif- 29 FAIR VALUES OF FINANCIAL ASSETS

management and sufficient sources of funding. The Group aims  ferent banks and financial institutions. These risks are controlled ~ AND LIABILITIES

to ensure that committed credit limits cover all funding needs, by making transactions only with banks and financial institutions

like outstanding commercial papers, other current loans, working with high credit ratings. In investments the Group’s placements Interest rate derivatives

capital changes arising from operative business and investments. are current and funds are invested only in solid domestic listed Interest rate swaps

Refinancing risk is reduced by splitting the maturity structure of ~ companies or public institutions. Nominal amount 16.5 26.5

loans and credit limits. The credit statuses of the customers are followed at the Positive fair value 1.2 1.4
In February 2005 the Group strengthened its share capital with Group companies reqularly according to the Group credit risk Negative fair value -1.9 2.9

a directed share issue in order to finance among other things its policy principles. In addition, country risk is monitored constantly Currency derivatives

long-term investments in Russia. In April 2005 the Group signed and credits are limited in countries where political or economical Forward contracts

a 5-year EUR 180 million multicurrency revolving credit facility — environment is unstable. Significant items of trade receivables are Nominal amount 176.2 68.1

agreement, which is primarily used as a backup liquidity reserve. evaluated both counterparty specifically and in a portfolio level in Positive fair value 0.5 1.4

The loan replaces the EUR 100 million multicurrency revolving  order to identify possible impairment. Negative fair value 2.1 -0.3

credit facility signed in 2003. During December 2005 the Group Options, purchased

expanded its domestic commercial paper program facility to EUR Nominal amount 5.3 0.0

150 million. Current credit limits and the commercial paper pro- Positive fair value 0.0 0.0

gram are used to finance inventories, trade receivables, subsidiar- Negative fair value 0.0 0.0

ies in distribution chains and thus to control the typical seasonal- Options, written

ity in the Group’s cash flows due to changes in working capital. Nominal amount 53 0.0
On the balance sheet date the Group’s liquidity in cash and Positive fair value 0.0 0.0

Negative fair value -0.1 0.0

equivalents was EUR 46 million. At the end of the year the Group’s
available current credit limits were EUR 177 million, of which the
committed limit was EUR 27 million. Available committed non-
current credits amounted to EUR 119 million.

The Group’s interest-bearing loans totalled EUR 165.3 million,
compared to the year before figure of EUR 187.2 million. Around
87% of the non-current loans were in EUR. The average inter-
est rate of non-current loans was 3.83% and taking into account
interest rate hedging 4.02%. Current interest-bearing loans,
including the portion of non-current loans maturing within the
next 12 months, amounted to EUR 12.8 million (EUR 91.3 million
in 2004).
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The fair value of interest rate derivatives is defined by cash flows
due to contracts.

Interest rate swaps are wholly designated as cash flow hedges
and their changes in fair value relating to the effective portion of
the hedge is recognised in equity and the potential ineffective
portion is recognised in the income statement.

The fair value of forward foreign exchange contracts is cal-
culated at the forward rates at the balance sheet closing date
on the basis of cash flow arising from contracts. The fair value of
options is calculated by using the Garman-Kohlhagen option valu-
ation model. Currency derivatives are used to hedge the Group’s
net exposure.

The changes in the fair values of currency derivatives are
reported in the income statement excluding the forward for-
eign exchange contracts that are hedging the foreign currency-
denominated net investment in a foreign subsidiary. Hedge
accounting is applied for those hedges and for hedges meeting
the hedge accounting criteria the changes in the fair values are
wholly deferred in equity. The fair value change of those forward
foreign exchange contracts was EUR -0.4 million.

The underlying value of currency derivatives is the euro
equivalent of the contracts” currency denominated amount at the
balance sheet closing date.

The carrying amount of other financial assets- and liabilities
presents essential part of their fair value.

EUR million 2005 2004

30. OPERATING LEASE COMMITMENTS

The Group as a lessee
Non-cancellable minimum operating lease

payments
In less than 1 year 8.9 6.8
In 1to 5 years 22.5 12.2
In over 5 years 33.6 5.2
Total 65.0 24.2

The Group leases office and warehouse space and retail outlets
under various non-cancellable operating leases. The terms of the
leases vary from few years to 15 years. The most significat agree-
ments from the financial reporting point of view are warehouses
located at Nokia. The rents of these warehouses are bound to
three months euribor and agreements include purchase options.

The income statement in 2005 contains EUR 14.6 million
expenses for operating lease agreements (EUR 12.2 million in
2004).

The Group as a lessor
Vianor has conventional lease contracts for truck tyre frames and
treads with short lease periods. These do not involve options for
purchase nor lease period extentions.

The leasing income is not material.

EUR million 2005

31. COMMITMENTS AND
CONTINGENT LIABILITIES

For own debt
Mortgages 0.2
Pledged assets 0.0

on behalf of other companies
Guarantees 0.0

Other own commitments
Guarantees 1.0
Acquisition commitments 0.7

32. DISPUTES AND LITIGATIONS

2004

1.0
0.0

0.0

1.0
0.9

The Group has no pending disputes and litigations
expexcted to have material effect on the consolidated

financial statements.
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33. RELATED PARTY TRANSACTIONS
Parent and Group company relations: S S
o o
= = —
=S - = < = z
a8 29 == a2 o9 £ 8
2= £ = v £ == £ = o g
Domicile Country & 2 2 2 & 8 Domicile Country & 2 L2 ®E
Parent company
Nokian Tyres plc Nokia Finland Posiber Oy Nokia Finland 100 100
AS Vianor Estonia 100 100
Group companies Vianor SIA Latvia 100 100
Nokian Déck AB sweden 100 100 100 Vienor AB e 100 100
Nokian Dekk AS Norway 100 100 100 Degerfors Vulkcentral AB Sweden 100 100
Nokian Reifen GmbH Germany 100 100 100 g VOl AR S 100 100
Nokian Reifen AG switzerland 100 100 100 Ddckcenter i Smalandsstenar AB Sweden 100 100
Nokian Tyres US Holdings Inc. USA 100 100 100 lesiinengs S A S 100 100
Nokian Tyres US Finance Oy Nokia Finland 100 100 Curres Dack AB Sweden 100 100
Nokian Tyres Inc. USA 100 100 Agora International AB Sweden 100 100
University Wholesalers Inc. USA 100 100 Gunnars Dack o Service AB Sweden 100 100
University Wholesalers of New York Inc. USA 100 100 Malardack AB Sweden 100 100
Nokian Tyres (North America) Ltd. Canada 100 100 100 Vianor AS Norway 100 100
Nokian Tyres Slovakia s.r.0. Slovakia 100 100 100 Grimstad Vulk AS Norway 100 100
Nokian Tyres s.r.0. Czech rep. 100 100 100 Mandal Vulk AS Norway 100 100
000 Nokian Shina. Vsevolozhsk Russia 100 100 100 Polar Dekk AS Norway 100 100
Nokian Renkaat Holding Oy Nokia Finland 100 100 99
000 Nokian Shina Moscow Russia 100 100 .
ki lozhsk ) Joint ventures
000 No |ahn Tyres Vsevoloz kS' Eulssj 100 100 000 Amtel-Nokian Tyres Moscow Russia 50 50 50
ST Tyre(f)\/\ac inery Oy sok@ Enland 188 188 Jgg The company is no longer operational. Consolidated items have no material effect on the total.
irenic Oy okia inlan
Vianor Holding Oy Nokia Finland 100 100 100
Vianor Oy Lappeenranta Finland 100 100 Associated companies
Vianor Russia Holding Oy Nokia Finland 59 59 Sammaliston Sauna Oy Nokia Finland 33 33 33
000 Vianor Moscow Russia 51 51 Not combined due to the company characteristics and minor significance.
000 Vianor SPb St. Petersburg Russia 51 51
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The Group has related party relationships with members of the Board of Direc-
tors, the President, other key management personnel, and Bridgestone Group
with significant influence through share ownership.

Transactions and outstanding balances with parties having significant
influence

EUR million 2005 2004
Shareholders
Bridgestone Group
Transactions with Bridgestone Group
take place at market prices.
Sales of goods 10.3 8.6
Purchases of goods 16.2 8.1
Trade and other receivables 1.1 1.8
Trade and other payables 9.2 1.7
1,000 euros
Key management personnel
Employee benefit expenses
Short-term employee benefits 1,906.5 2,364.4
Post employment benefits 109.3 128.8
Share-based payments 1,937.6 648.6
Total 3,853.3 3,141.8
Remunerations
President (also a member of the Board of Directors) 290.9 4947
of which incentives 0.0 231.7
Members of the Board of Directors
Henrik Therman 26.4 25.6
Rabbe Gronblom 19.2 18.4
Satu Heikintalo 19.2 18.4
Hannu Penttila 19.2 18.4
Mitsuhira Shimazaki 19.2 14.4
Petteri Walldén 14.4 -

1,000 euros 2005 2004
Prior members of the Board of Directors
Bo-Erik Haglund 4.8 18.4
Matti Vuoria 7.2 20.4
Total 129.6 134.1
no incentives were paid to members
of the Board of Directors
Other key management personnel 1,377.0 1,600.4
of which incentives 0.0 185.5

No special pension commitments have been granted to the members of
the Board of Directors and the President. The agreed retirement age of the
President and one subsidiary Managing Director is 60 years.

No loans, quarantees or other collaterals have been granted to the related
parties.

In 2005 a total of 76,000 pcs share options were granted to the President
and other key management personnel (74,000 pcs in 2004). The share option
plan terms for the key management personnel are equal to the share options
directed at other personnel. At 31 December 2005 the key management per-
sonnel held 162,100 pcs share options, with 15,100 pcs exercisable (at 31
December 2004 145,800 pcs, with 1,100 pcs exercisable).

No share options have been granted to the other members of the Board of
Directors.

34. EVENTS AFTER THE BALANCE SHEET DATE

No significant events occurred after the balance sheet date that would affect the
financial statements.
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35. TRANSITION TO THE IFRS-REPORTING

These are the first financial statements of Nokian Tyres Group in accordance with the
principles of the IFRS. The financial statements prior to the implementation of IFRS
have been prepared according to the Finnish Accounting Standards (FAS).

The transition has changed the financial statements, the notes and the accounting
policies compared with the previous financial statements. The following reconciliations
and review present the differences between the IFRS and the FAS for the year 2004
and at the date of the transition to the IFRS, 1 January 2004.

RECONCILIATION OF EQUITY AND PROFIT
1 January 2004 and 31 December 2004

Reconciliation of equity 1 January 2004

FAS Effect of IFRS
EUR million note 1.1.2004 transition 1.1.2004
Intangible assets 2,3 13.7 4.6 9.1
Group goodwill 3,4 36.4 -36.4 0.0
Goodwill 3,4 0.0 40.1 40.1
Tangible assets 1,2,4,5 202.4 20.0 2224
Deferred tax assets 7 6.2 0.0 6.2
Non-current receivables 6 1.9 2.9 4.8
Investments 0.7 0.0 0.7
Total non-current assets 261.3 22.0 283.3
Inventories 5 85.1 -0.6 84.5
Current receivables 6 110.8 2.8 108.0
Cash and cash equivalents 19.0 0.0 19.0
Total current assets 214.8 33 211.4

Total assets 476.1 18.7 494.8

EUR million
Interest-bearing liabilities
Non-current

Current

Non-interest-bearing
Non-current

Current

Deferred tax liabilities

Total liabilities

Total assets less total liabilities

Share capital

Share issue

Share premium

Fair value and hedging reserves
Retained earnings

Capital loan

Total equity

note
1,9,10

11
1,7
10

FAS
1.1.2004

82.2
36.8

228.9

247.2

21.4
0.0
3.4
0.0

186.4

36.0

247.2

Effect of
transition

55.7
1.7

2.5
2.4

0.9

63.2

0.0
0.0
0.0
-1.5
-7.0
-36.0

IFRS
1.1.2004

137.9
38.5

2.5
89.7

2921

202.7

21.4
0.0
3.4

-1.5
179.4
0.0

202.7
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EUR million
The adjustments to retained earnings
are as follows:

Removal of revaluations

Leases

Deferred gain on sale

and lease-back

Removed intangible assets
Deferred taxes completion
Removal of deferred tax asset
on dissolution loss

Tax effect of the above

Total adjustments to retained earnings

note

-0.7
-0.5

2.7
-1.4
-0.9

2.1

1.2

-7.0

Reconciliation of equity 31 December 2004

EUR million

Intangible assets

Group goodwill
Goodwill

Tangible assets
Deferred tax assets
Non-current receivables

Investments

Total non-current assets

Inventories
Current receivables

Cash and cash equivalents

Total current assets

Total assets

Interest-bearing liabilities
Non-current

Current

Non-interest-bearing
Non-current

Current
Deferred tax liabilites

Total liabilities

FAS

note 31.12.2004

2,3

3,4

3,4
1,2,4,5
7

6

1,9,10

12.4
30.2
0.0
223.8
8.2
2.0

0.8
277.4

98.6
154.0

23.9
276.4

553.8

77.9
53.5

0.0

97.9
213

250.4

Effect of
transition

3.4
-30.2
40.5
18.4
-0.2
0.9

0.0
26.1

-0.6
-0.8

0.0
-1.5

24.6

54.0
1.8

23

1.7
-0.2

59.6

IFRS
31.12.2004

9.0
0.0
40.5
2423
8.0
2.8

0.8
303.4

98.0
153.1

23.9
275.0

578.4

131.9
55.3

23

99.5
21.1

310.1
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Reconciliation of change in profit for the financial year 2004

FAS Effect of IFRS FAS Effect of IFRS

EUR million note 31.12.2004 transition  31.12.2004 EUR million note 1-12/2004 transition  1-12,/2004

Total assets less total liabilities 303.3 -35.0 268.3 Net sales 13 602.2 1.1 603.3

Cost of sales 13,14 -336.2 3.2 -339.3

Share capital 21.7 0.0 217 Gross profit 266.1 2.1 264.0
Share issue 0.0 0.0 0.0

Share premium 6.7 0.0 6.7 Selling and marketing expenses 14,15,16 -128.7 1.6 1271

Fair value and hedging reserves 11 0.0 1.1 1.1 Administration expenses 14 -11.6 0.9 -10.8

Retained earnings 1,7 239.0 2.1 241.0 Other operating expenses 14 -14.5 0.2 -14.2

Capital loan 10 36.0 -36.0 0.0 Other operating income 15 3.4 0.2 3.6

Goodwill amortisations 16 -6.6 6.6 0.0

Total equity 12 303.3 35.0 2683 Total other costs -157.9 -9.5 -148.4

Operating profit 108.1 7.4 115.6

Financial income and expenses 13 -10.2 2.4 -12.6

Profit before extraordinary items and tax 97.9 5.0 103.0

Extraordinary items 17 2.0 2.0 0.0

Profit before tax 99.9 3.0 103.0

Income tax 7 -31.0 1.9 29.2

Profit applicable to minority shareholders 0.0 0.0 0.0

Profit for the period 18 68.9 4.9 73.8
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BALANCE SHEET

1. Finance leases

The accounting of leasing agreements classified as finance leases
in compliance with 1AS 17 (Leases) has the most significant
impact on the Group’s balance sheet.

Assets held under finance leases, deducted by accumulated
depreciation, are recorded as tangible assets and depreciated
over the lease term. Correspondingly, the obligations resulting
from the lease are added to interest-bearing liabilities. Leasing
payments are divided between the finance charge and the instal-
ments of the outstanding liability.

On the whole, the adjustments will increase long-term assets
and interest-bearing liabilities in the consolidated balance sheet on
the date of the transition by EUR 21.5 million (31 December 2004:
EUR 19.9 million), of which deferred revenue for the gain on sale
and lease-back account for EUR 2.7 million (31 December 2004:
EUR 2.5 million). The adjustments will decrease equity, including
deferred taxes, by some EUR 2.5 million, largely owing to the
deferred sale and lease-back gain. The corresponding adjustment
at the end of 2004 amounts to some EUR 2.6 million.

2. Tangible and intangible assets
Based on IAS 38 (Intangible Assets), a total of EUR 0.3 million of
such intangible assets and a further EUR 1.0 million of such other
long-term expenditure that do not meet the recognition criteria
of IAS 38 were removed from the balance sheet on the date of
the transition. The amortisation has been reversed thereafter. The
adjustments, including deferred taxes, have only a minor impact.
The impact of the transition on the year-end balance sheet
amounts to EUR 0.3 million and EUR 0.4 million respectively.

The revaluations of real estates in accordance with FAS,
roughly EUR 1 million, have been removed from the balance
sheets on the date of the transition and year-end 2004.

3. Goodwill
Business combinations prior to 1 January 2004 have been
accounted for on the basis of original measurements and alloca-
tions as allowed for by the IFRS 1 exemption. Business combina-
tions after 1 January 2004 will be accounted for in compliance
with IFRS 3 (Business Combinations).

Consolidated goodwill and goodwill from asset deals, which
were previously reported separately, are now both combined in
the goodwill of the IFRS balance sheet.

4. Impairment

The carrying amounts of assets are reviewed to detect any indi-
cation of impairment. If such an indication exists, an estimated
recoverable amount of the asset is determined on the basis of
higher of its fair value less costs to sell and its value in use. An
impairment loss is recognised if the asset’s carrying amount is
higher than the recoverable amount.

The goodwill impairment tests on the IFRS 1 date of the tran-
sition and the annual tests required by IFRS 3 in compliance with
IAS 36 (Impairment of Assets) have not given rise to recognise
impairment losses.

There has also been no need to recognise impairment losses
based on IAS 36 in any of the other balance sheet items.

5. Inventories

A total of EUR 0.6 million in tyres and treads leased to customers
were transferred to tangible assets from inventories on Vianor's
date of the transition. The change at the end of 2004 falls in the
same frange.

6. Trade receivables and non-current receivables

Resulting from the re-classification on the date of the transition, a
total of EUR 2.8 million has been transferred from trade receiva-
bles to non-current loan receivables. The relocation at year-end
2004 amounts to EUR 0.9 million.

7. Deferred tax assets and liabilities

The deferred tax assets and liabilities are recorded on the tem-
porary differences between the carrying amounts in IFRS and tax
bases of assets and liabilities (IAS 12, Income Taxes). They are
recognised on the basis of the tax rates enacted on the date
of the financial statements. Material temporary differences arise
from appropriations, unused taxable losses, financial instruments
and consolidation. A deferred tax asset is recognised only to the
extent that it is probable that it can be used against future tax-
able profit.

According to IAS 1 (Presentation of Financial Statements),
deferred tax assets and liabilities are presented under non-current
items, to which figures previously included in current deferred tax
assets and liabilities have been transferred.

The adjustments to the FAS deferred tax calculation on the
date of the transition and year-end 2004 balance sheets were
less than EUR -1 million. Additionally, the tax benefits from the
dissolution loss confirmed in the parent company’s taxation for
2000 will be recorded as they are realised. In the method fol-
lowed earlier, a two-year share of the loss was included as a
deferred tax asset. Removal of this item has a EUR 2.1 million
impact on equity on the date of the transition and EUR -1.9 mil-
lion at the end of 2004. The rest of the total impact results from
other IFRS-adjustments.

8. Pension liabilities - IAS 19 (Employee Benefits)

According to the proposal for changes in the Finnish disability
pension payment scheme that was put forward by the pen-
sion advisory committee appointed by the central labour mar-
ket organisations, the scheme previously classified as a defined
benefit plan will now be considered a defined contribution plan.
The change in payment scheme will largely remove the pension
liability from the defined benefit plan in December 2004. The
remainder of the liability will cease to exist in the course of 2005.
In the case of Nokian Tyres, the liability was estimated to reduce
shareholders” equity by roughly EUR 5 million, including deferred
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taxes, which corresponds to a few per cent of the Group’s overall
equity. Owing to its minor significance and in order to maintain
comparability between financial years, the liability has not been
recognised in the IFRS balance sheet on the date of the transition
nor will its impact on income be recognised in the financial state-
ments for 2004 and 2005.

The Group’s foreign subsidiaries adopting the IAS 19 standard
has not given rise to changes in the consolidated balance sheet.

9. Other liabilities
Liabilities from finance leases, as defined in IAS 17, are discussed
in more detail under item 1 above.

The adoption of IAS 39 (Financial Instruments: Recognition
and Measurement) has resulted in accrued expenses of EUR 2.1
million due to entries at fair value and hedging reserves. The
corresponding liability on 31 December 2004 equals EUR 1.5 mil-
lion.

EQUITY

10. Capital loan
The parent company’s capital loan of EUR 36 million is recorded
under liabilities. The loan will mature in April 2005.

11. Fair value and hedging reserves

The adoption of IAS 39 has resulted in a EUR -1.5 million fair value
and hedging reserves, mainly due to interest rate swap agree-
ments. The corresponding figure at the end of 2004 had dropped
to EUR -1.1 million.

12. Overall impact of the changes on equity
The following table summarises the impact of all changes on
equity.

EUR million

Total equity, FAS

IFRS adjustments:
IAS 12, Income Taxes

IAS 16, Property, Plant and
Equipment

IAS 17, Leases

IAS 38, Intangible Assets

IAS 39, Financial Instruments:
Recognition and Measurement;
capital loan

others

IFRS 3, Business Combinations
IFRS adjustments total:

Total equity, IFRS

1.1.04

247.2

-1.8

-0.7
33
-1.4

-36.0
-1.3
0.0
-44.5

202.7

31.12.04

303.3

-0.1

-0.9
3.5
-0.7

-36.0
-1.4
7.6
-35.1

2683

INCOME STATEMENT

13. Net sales, cost of goods sold, and financial income and
expenses

Nokian Tyres will apply revised standards for financial instruments
and their disclosure and presentation in its reporting for 2004 (IAS
39 and IAS 32, Financial Instruments: Disclosure and Presenta-
tion). The measurement of financial instruments, and the pres-
entation of the hedging of cash flow from business operations
and exchange rate risks have been amended correspondingly.
Exchange rate gains or losses from trade receivables and paya-
bles included previously in net sales and cost of sales have been
transferred to financial income and expenses.

14. Accounting for employee share warrants

The IFRS profit includes the accounting for warrant schemes as
specified in IFRS 2 (Share-based Payment) published in Febru-
ary 2004. In the case of current schemes, the accounting will be
applied to 2001C warrants distributed after 7 November 2002
and totally to the 2004 personnel option scheme. The impact of
the previously distributed warrants on the Group’s profit in 2004
amounted to EUR -2.3 million. This does not affect equity because
the corresponding amount is recorded as an increase in equity.

15. Finance leases and gain on sale and lease-back

The deferred proportion of the gain on sale and lease-back has
been entered as an income item in other operating income in
2004 IFRS accounts. The total gain will be entered as income over
the lease term, the annual impact on profit amounting to EUR
0.2 million.

Profit has also been adjusted in compliance with IAS 17 by
replacing lease expenses from finance lease agreements with
depreciation and interest expense entries. The impact of these
adjustments on the profit for 2004 amounts to EUR -0.4 million.
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In addition to this, the related deferred taxes have also been
included in profit and loss and the balance sheet.

The impact that the adoption of IAS 17 has on the balance
sheet is explained in greater detail under item 1.

16. Accounting of goodwill
Based on IFRS 3, the amortisation of goodwill will be replaced
with annual goodwill testing in accordance with IAS 36. This will
improve the Group’s profit for the financial year by approximately
EUR 7 million. Goodwill testing has not given rise to recognise
impairment losses.

The accounting of goodwill on the balance sheet is explained
in greater detail under item 3.

17. Extraordinary items

The impact that the corporate tax rate decrease entered under
extraordinary items in 2004 had on deferred tax assets and liabili-
ties has been transferred to the tax expense.

18. Overall impact of changes on the profit

for the financial year

The impact that the changes listed above have on the profit for
the financial year are summarised in the following table.

EUR million

Profit for the financial year, FAS

IFRS adjustments:

IAS 12, Income Taxes

IAS 17, Leases

IAS 38, Intangible Assets

IAS 39, Financial Instruments:
Recognition and Measurement
IFRS 2, Share-based Payment
IFRS 3, Business Combinations
IFRS adjustments total:

Profit for the financial year, IFRS

1112,/04

68.9

-0.0
-0.2
0.2

0.0
2.3
7.2
4.5

73.8

19. SEGMENT REPORTING (IAS 14)

The Group is primarily segmented into profit centres consisting
of passenger car tyres, heavy tyres, Vianor and other operations.
The accounting principles of profit centres have been adjusted to
correspond to the Group’s principles. For example, the charges of
primary production, real estate and capital expenses have been
harmonised. These changes will not have a significant effect on
the profit centres” operating profit.

Truck tyre operations were transferred from heavy tyres to
retreading materials at the beginning of 2005. Retreading materi-
als comes under the segment of other operations. The figures for
2004 have been adjusted to correspond to the new structure.

The secondary segment consists of eight geographic regions:
Finland, Sweden, Norway, Russia and the CIS, Eastern Europe, the
rest of Europe, North America and the rest of the world.

CASH FLOW STATEMENT
There are no material differences between cash flow statements
in the FAS and the IFRS.

OTHER CHANGES
The impacts of other changes are not significant.
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Parent Company Balance Sheet, FAS

EUR million 1.1.-31.12. 2005 2004
Net sales 406.3 402.3
Cost of sales 2751 240.8
Gross profit 131.2 161.5
Selling and marketing expenses ) -28.3 29.2
Administration expenses 2)@3 -12.1 -10.9
Other operating expenses )3 -12.3 -12.9
Other operating income 0.3 1.1
Operating profit 78.8 109.5
Financial income and expenses -4.1 3.7
Result before extraordinary items, appropriations and tax 74.6 105.8
Extraordinary items -0.1 -0.2
Profit before appropriations and tax 74.5 105.6
Increase in accumulated depreciation in excess of plan 2.6 2.5
Income tax -18.1 -29.1
Profit for the period 53.8 74.1

EUR million 31.12. 2005 2004

ASSETS

Fixed assets and other non-current assets
Intangible assets (8) 6.7 7.5
Tangible assets (8) 178.7 177.2
Shares in Group companies 9) 30.8 26.5
Investments in associates 9) 0.1 12
Shares in other companies 9) 0.1 0.1
Total non-current assets 216.5 212.5

Current assets
Inventories 61.9 43.8
Long-term receivables 74.0 34.2
Deferred tax assets 1.9 19
Short-term receivables 255.6 190.8
Cash in hand and at bank 7.8 2.4
Total current assets 401.1 273.1

617.6 485.6
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EUR million 31.12. Notes 2005 2004
LIABILITIES AND SHAREHOLDERS' EQUITY
Shareholders’ equity (13)
Share capital 24.2 21.7
Share issue 0.0 0.0
Share premium 138.9 6.7
Retained earnings 141.9 93.7
Profit for the period 53.8 74.1
Capital loan 0.0 36.0
Total shareholders” equity 358.8 2322
Untaxed reserves and provisions
Accumulated depreciation
in excess of plan (8) 68.2 65.6
Liabilities
Non-current liabilities (15)
interest-bearing 96.3 62.8
non-interest-bearing 0.0 0.0
96.3 62.8
Current liabilities (16)
interest-bearing 233 62.0
non-interest-bearing 71.0 62.9
94.3 124.9
Total liabilities 190.6 187.8
617.6 485.6

EUR million 1.1.-31.12. 2005 2004
Cash flows from operating activities:
Cash recepits from sales 395.7 373.8
Cash paid for operating activities -303.2 274.8
Cash generated from operations 92.5 98.9
Interest paid -8.9 9.2
Interest received 5.0 29
Dividends reiceived 0.0 0.6
Income taxes paid 26.9 25.4
Net cash from operating activities (A) 61.7 67.9
Cash flow from investing activities:
Acquisition of property, plant and equipment and intangible assets -30.8 343
Proceeds from sale of property, plant and equipment and intangible
assets 1.7 3.8
Acquisition of group companies -4.5 -0.1
Disinvestments in associates 0.1 0.0
Net cash used in investing activities (B) -33.5 -30.6
Cash flow from financing activities:
Proceeds from issue of share capital 134.8 3.6
Change in current financial receivables -50.7 213
Change in non-current financial receivables -39.7 -5.2
Change in financial current borrowings -38.7 22.5
Change in financial non-current borrowings 2.6 -18.8
Dividends paid 25.9 -16.7
Net cash from financing activities (C) 22.8 -35.8
Net increase in cash and cash equivalents (A+B+C) 5.4 1.5
Cash and cash equivalents at the beginning of the period 2.4 0.8
Cash and cash equivalents at the end of the period 7.8 2.4
5.4 1.5
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PARENT COMPANY ACCOUNTING POLICIES

General

The financial statements of Nokian Tyres plc, domiciled in the city
of Nokia, have been prepared according to the Finnish Accounting
Standards (FAS).

Inventory valuation

Inventories are valued at the lower of cost and net realisable
value. Cost is determined on a first in - first out (FIFO) basis. In
addition to the direct costs, an appropriate proportion of produc-
tion overheads is included in the value of finished goods.

Fixed assets and depreciation
Fixed assets are stated in the balance sheets at cost less deprecia-
tion according to plan. The accumulated difference between the
total depreciation charged to the income statement and depre-
ciation according to plan is shown as a separate item in untaxed
reserves.

Depreciations according to plan are calculated on the basis
of the estimated useful life of the assets using the straight line
method. The depreciation times are as follows:

Intangible assets .........ccccoeovvcovoiviceen 3-10 years
GOOAWIll ..o 5-10 years
BUIINGS oo 20 - 40 years
Machinery and equipment .................... 4 -20 years
Other tangible assets ..........ccccccovoevven... 10 - 40 years

Land property, as well as investments in shares, are not reqularly
depreciated.

Research and development

Research and development costs are charged to the other operat-
ing expenses in the income statement in the year in which they
are incurred. Certain significant development costs with useful life
over three years are capitalised and are amortised on a system-
atic basis over their expected useful lives. The amortisation period
is between three and five years.

Pensions and coverage of pension liabilities

Pension contributions are based on periodic actuarial calculations
and are charged to the income statement. In Finland the pension
schemes are funded through payments to a pension insurance
company.

Foreign currency items
Transactions in foreign currencies are recorded at the exchange
rates ruling at the dates of the transactions. At the end of the
accounting period unsettled balances on foreign currency trans-
actions and forward exchange contracts are valued at the rates
published by the European Central Bank as at the financial state-
ment date.

All foreign currency exchange gains and losses are entered
under financial income and expenses.

Direct taxes
The profit and loss statement include direct taxes based on the
taxable profit and the change in deferred tax arising from tem-
porary differences. The untaxed reserves are shown in full in the
balance sheet, and the deferred tax liability is not recorded.

The deferred tax liability and assets are recorded as separate
items and are based on the prevailing corporate tax rate.
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EUR million 2005 2004
1. NET SALES BY SEGMENTS AND MARKET AREAS

Passenger car tyres 317.5 3263
Heavy tyres 71.6 59.0
Bicycle tyres - 53
Retreading materials and truck tyres 17.2 11.6
RoadSnoop 0.0 0.1
Total 406.3 402.3
Finland 114.3 111.9
Other Nordic countries 93.5 88.1
Baltic States and Russia 51.4 70.4
Other European countries 89.2 96.3
North America 44.9 31.7
Other countries 13.0 3.9
Total 406.3 402.3
2. WAGES, SALARIES AND SOCIAL EXPENSES

Wages and salaries 51.8 50.5
Pension contributions 10.0 9.5
Other social expenses 18.5 15.9
Total 80.2 75.9
Remuneration of the members of the Board of the

of Directors and the President on accrual basis 0.4 0.6
of which incentives 0.0 0.2

No special pension commitments have been granted to the members of the
Board and the President. The agreed retirement age of the President is 60 years.

EUR million 2005 2004
Personnel, average during the year

Production 1214 1195
Selling and marketing 80 0
Others 181 173
Total 1475 1368
3. DEPRECIATION

Depreciation according to plan is calculated on the basis of

the estimated useful life of the assets using the straight line

method.

Depreciation according to plan by asset category

Intangible assets 1.6 1.8
Buildings 1.7 1.7
Machinery and equipment 23.7 22.8
Other tangible assets 0.3 0.3
Total 27.3 26.6
Depreciation by function

Production 24.3 232
Selling and marketing 0.4 0.5
Administration 1.0 0.9
Other operating depreciation 1.5 1.9
Total 27.3 26.6
4. FINANCIAL INCOME AND EXPENSES

Dividend income

From the Group companies 0.0 0.3
From others 0.0 0.3
Total 0.0 0.6
Interest income, non-current

From the Group companies 1.1 1.3
From others 0.3 0.0
Total 1.3 1.4
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EUR million 2005 2004

Other interest and financial income

From the Group companies 2.9 1.6
From others 0.6 0.7
Total 3.5 2.3
Exchange rate differences (net) 0.2 03

Interest and other financial expenses

To the Group companies 0.0 -0.1
To others -6.9 7.5
Other financial expenses 2.3 -0.7
Total -9.2 -8.3
Total financial income and expenses -4.1 3.7

5. EXTRAORDINARY ITEMS

The extraordinary items in 2005 contain a dissolution loss of a subsidiary and in 2004 the effect
on deferred tax caused by the decrease of the corporate tax rate.

Extraordinary items -0.1 -0.2
6. APPROPRIATIONS

Change in accumulated depreciation in excess of plan

Intangible assets -0.1 0.1
Buildings 0.4 -0.3
Machinery and equipment 23 2.8
Other tangible assets -0.1 -0.2
Total 2.6 2.5

EUR million 2005 2004
7. INCOME TAX
Direct tax for the year -18.1 -28.8
Direct tax from previous years 0.0 0.0
Tax on extraordinary items 0.0 0.0
Change in deferred tax 0.0 -0.3
Total -18.1 -29.1
8. FIXED ASSETS
Intangible assets Tangible assets "
v o
Al D
2w S ES
s % z E 2 2
s 5 g > E S
e c =) S v ¢ © ==
= = 4 a = E E = 979
= = - S = 2 SRR
. 2 £ g = S ° = £ 532
EUR million E O © 3 @ = o o <©&R
Accumulated cost, Jan 1st 2005 11.0 35 0.7 595 2734 35 51
Dec[ease/mc[ease 1.8 -1.9 0.0 0.3 21.4 0.1 -0.6
Accumulated cost, Dec 31st 2005 12.9 1.6 0.7 59.8 294.9 3.6 4.6
Accum. depr. acc. to plan, Dec 31st 2005 7.1 -07 147 1676 2.6
Carrying amount, Dec 31st 2005 58 0.9 0.7 452 1273 1.0 4.6
Ca”ymg amount, Dec 3’]5t 2004 52 2.2 0.7 46.5 123.7 1.2 5.1
Accum. depreciation in excess of plan, Dec
31st 2005 1.0 0.1 0.0 17.6 49.7 -0.2
Accum. depreciation in excess of plan, Dec
0.9 0.3 0.0 17.2 47.4 -0.1

31st 2004
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9. INVESTMENTS

Shares Shares
in Group  Investments in other
EUR million companies in associates companies
Accumulated cost, Jan 1st 2005 26.5 1.2 0.1
Decrease/Increase 43 1.2 0.1
Accumulated cost, Dec 31st 2005 30.8 0.1 0.1
Carrying amount, Dec 31st 2005 30.8 0.1 0.1
Carrying amount, Dec 31st 2004 26.5 1.2 0.1
The Group and the Parent company do not hold any treasury shares.
EUR million 2005 2004
10. INVENTORIES
Raw materials and supplies 14.9 9.5
Work in progress 3.6 2.8
Finished goods 43.4 31.5
Total 61.9 43.8
11.NON-CURRENT RECEIVABLES
Loan receivables from the Group companies 73.2 333
Loan receivables from the Investments in associates 0.0 0.0
Loan receivables 0.8 0.9
Other receivables 0.0 0.0
Total 0.8 0.9
Total non-current receivables 74.0 34.2

The members of the Board of Directors and the President have not been granted loans.

EUR million 2005 2004
12. CURRENT RECEIVABLES

Receivables from the Group companies

Trade receivables 60.8 50.8
Loan receivables 128.1 77.4
Accrued revenues and deferred expenses 5.6 3.1
Total 194.5 131.4
Trade receivables 52.9 51.4
Loan receivables 0.0 0.0
Other receivables 4.4 5.1
Accrued revenues and deferred expenses 3.8 3.0
Total 61.1 59.4
Total current receivables 255.6 190.8
Significant items under accrued revenues

and deferred expenses

Annual discounts, purchases 0.6 0.4
Financial items 2.2 2.9
Social payments 0.2 03
Capital expenditure in the Russian factory 4.5 1.4
Other items 1.9 1.0
Total 9.4 6.1



Notes to the Financial Statements of the Parent Company

98

EUR million

13. SHAREHOLDERS’ EQUITY

Share capital, Jan 1st
Emissions
Share capital, Dec 31st

Share issue, Jan 1 st
Share issue, Dec 31st

Share premium, Jan 1st
Emission gains

Share premium, Dec 31st

Retained earnings, Jan 1st
Dividends to shareholders
Retained earnings, Dec 31st

Profit for the period

Capital loan

Total shareholders’ equity

Capital loan

2005

21.7
2.5
24.2

0.0
0.0

6.7
132.3
138.9

167.8
-25.9
141.9

53.8

0.0

358.8

2004

21.4
0.3
21.7

0.0
0.0

3.4
3.3
6.7

110.4
-16.7
93.7

74.1

36.0

232.2

The amount of the capital loan is EUR 36 million, interest rate 7.25 %,

maturing on April 29th, 2005.

EUR million 2005 2004

Specification of the distributable funds
December 31st

Retained earnings, Dec 31st 141.9 93.7
Profit for the period 53.8 74.1
Distributable funds, Dec 31st 195.6 167.8

14. DEFERRED TAX LIABILITIES AND ASSETS

Deferred tax assets from

Temporary differences 1.9 19
fotal 1.9 1.9
Deferred tax liabilities, total 0.0 0.0

The deferred tax assets contain the deferred tax assets for the years 2006
and 2007 arising from the dissolution loss entered into extraordinary
expenses during 2000. The tax benefit will be realised during years 2000
and 2009; the proportional share of the remaining deferred tax asset, EUR
3.8 million, has been accounted for up to year 2007.
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EUR million 2005 2004 EUR million 2005 2004
15. NON-CURRENT LIABILITIES 16. CURRENT LIABILITIES
Interest-bearing Interest-bearing
Bonds 10.0 10.0 Liabilities to the Group companies
Loans from financial institutions 74.0 38.6 Finance loans 13.2 128
Pension premium loans 123 143
Tz 963 7k Loans from financial institutions 8.2 47.2
Pension premium loans 2.0 2.0
Non-interest-bearing Total 10.2 49.2
Other non-current loans 0.0 0.0
Total interest-bearing liabilities 233 62.0
Total non-current liabilities 96.3 62.8
Non-interest-bearing
Bonds Liabilities to the Group companies
1/2002 variable interest rate Trade payables 13 14
based on Euribor Accrued expenses and deferred revenues 0.1 0.0
3.184 % bullet maturity on 2009 10.0 10.0 Total 1.4 14
Liabilities maturing after five years Trade payables 39.4 24.7
Loans from financial institutions 5.8 7.5 Liabilities to the others 2.8 3.2
Pension premium loans 4.3 6.3 Accrued expenses and deferred revenues 273 337
Total 10.1 13.8 Total 69.6 61.5
Maturing of long-term liabilities Total non-interest-bearing liabilities 71.0 62.9
Maturity
2007 3.7 3.7 Total current liabilities 94.3 124.9
2008 3.7 3.7
2009 14.7 31.6
2010 64.2 3.7
2011 and later 10.1 10.1
Total 96.3 52.7
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EUR million 2005 2004
Significant items under accrued
expenses and deferred revenues
Wages and salaries 11.1 12.9
Annual discounts, sales 3.4 2.8
Taxes 1.6 10.4
Financial items 2.9 2.9
Royalties 0.0 0.3
Commissions 2.7 0.0
Goods received and not invoiced 0.3 0.6
Warranty commitments 0.9 0.9
Other items 4.5 2.9
Total 27.4 33.7
17. CONTINGENT LIABILITIES
on behalf of Group companies
and investments in associates

Guarantees 49.7 16.1
The amount of debts mortgaged for total
EUR 48.5 million.
Other own commitments

Guarantees 6.1 1.0

Leasing and rent commitments

Payments due in 2006,/2005 6.1 2.7
Payments due in subsequent years 47.7 11.4
Acquisition commitments 0.7 0.9

EUR million

18. DERIVATIVE CONTRACTS

Interest rate derivatives

Interest rate swaps
Fair value
Underlying value

Currency derivatives

Forward contracts
Fair value
Underlying value

Options, purchased
Fair value
Underlying value

Options, written
Fair value
Underlying value

2005

-0.7
16.5

-0.9
238.1

0.0
5.3

-0.1
5.3

2004

-1.5
26.5

1.1
68.1

0.0
0.0

0.0
0.0

The fair value of interest rate swaps is defined by cash flows due
to contracts.

The fair value of exchange forward contracts is calculated at
the rates at the balance sheet closing date on the basis of cash
flow arising from contracts. The fair value of options is based on
the market price calculated by the Garman-Kohlhagen option
pricing model.

The underlying value of currency derivatives is the euro
equivalent of the contracts” currency denominated amount at the
balance sheet closing date.

Currency derivatives are used only to hedge the Group’s net
exposure.

Currency derivatives are included in the financial result at
market value.

19. ENVIRONMENTAL COMMITMENTS AND -EXPENSES

Nokian Tyres has no material environmental commitments or
expenses. In addition to the environmental aspects presented in
the Financial statements,

Nokian Tyres issued an Environmental Report in 2004.
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Share capital and shares

Nokian Tyres” share was quoted on the main list of the Helsinki
Exchanges for the first time on 1 June 1995. The company has one
class of shares, each share entitling the holder to one vote at the
Annual General Meeting and carrying equal rights to dividend.
The nominal value of each share is EUR 0.20. The minimum share
capital stated in the Articles of Association is EUR 16,000,000
and the maximum share capital is EUR 64,000,000. Within these
limits, the share capital may be increased or decreased without
amending the Articles of Association.

The change in the number of shares

The Annual General Meeting held on 5 April 2005 decided that
the nominal value of each share will be decreased from EUR 2.00
to EUR 0.20 and also that the number of shares be increased
from 11,937,301 shares at a ratio of 1:10 - that is, to a total of
119,373,010 shares - without increasing the share capital in order
to facilitate trading and improve share liquidity. At the same time,
section 4 of the Articles of Association was changed to read: “The
nominal value of each share is EUR 0.20.”

The number of shares that can be subscribed for with war-
rants linked to the option schemes approved by the Annual Gen-
eral Meetings on 28 March 2001 and 5 April 2004 was changed
in the same ratio as the share capital was increased, so that the
total nominal value and the total subscription price of subscribed
shares remained unchanged. As a result of the change, each war-
rant holder is entitled to subscribe ten (10) new shares with one
warrant. The new subscription prices for warrants, adjusted with
dividend from the year 2004, are as follows:

2001A 1.268 euros
20018 2.027 euros
2001C 2.476 euros
2004A 6.079 euros

The increase in the number of Nokian Tyres’ shares at a ratio of
1:10 without increasing the share capital was entered into the
trade register on 15 April 2005. The trading of the split share on
the Helsinki Exchanges began on 18 April 2005.

On 31 December 2005, the company’s share capital entered
into the trade register was EUR 24,199,784 (EUR 21,705,762 in
2004). A total of 120,998,920 (10,852,881 in 2004) company
shares had been issued by the end of 2005.

Private offering to institutional investors

On 16 February 2005, the Board of Directors of Nokian Tyres plc
decided to receive subscription undertakings related to the private
offering contemplated by the company. A deviation was made
from the shareholders’ pre-emptive subscription right, because
the purpose of the share issue was to finance the investments
in accordance with the company’s investment plan, enhance the
company’s accelerated growth, maintain the company’s liquidity
and extend the company’s shareholder base.

On 17 February 2005 the Board of Directors decided to discon-
tinue receiving the subscriptions as the offered shares were 2.5-
times oversubscribed. Pursuant to the authorisation granted to the
Board in the Annual General Meeting of 5 April 2004, the Board
decided to increase the company’s share capital by a maximum
of EUR 2,148,000, or by a total of 1,074,000 shares by arranging
a private offering to no more than a hundred institutional inves-
tors. The shares were subscribed for by paying a subscription fee
of EUR 122 per share. The 1,074,000 shares offered for subscrip-
tion to investors represented 9.9% of the company’s share capital
and votes prior to the private offering. Approximately 13% of the
shares offered were allocated to Finnish investors and some 87%
to international investors.

The share issue was carried out through a so-called book-
building process where the institutional investors subscribed
for the shares issued by the company in accordance with the
subscription undertakings the investors had provided to Nokian

Tyres during the subscription undertaking period from 16 Febru-
ary 2005 to 17 February 2005. The share subscription price was
determined by means of a book-building process and was there-
fore based on the market price of the company share

On 22 February 2005, Nokian Tyres plc’s Board of Direc-
tors announced that it had approved the subscriptions
made in the company’s share issue. All 1,074,000 shares
offered were subscribed for in the share issue. Follow-
ing to the share issue, the share capital of the Company
was increased by the maximum amount of EUR 2,148,000.
The increase of the company’s share capital was registered in the
Finnish Trade Register on 23 February 2005 and the new shares
were listed for trading on the Main List of the Helsinki Stock
Exchange on 24 February 2005.

Share price development and trading volume in 2005

At the end of 2005, the price of Nokian Tyres’ share was EUR 10.65
showing a decrease of 4.7% on the previous year’s closing price
of EUR 11.18. At its highest, Nokian Tyres’ share was quoted at
EUR 20.14 (EUR 11.64 in 2004) and EUR 9.70 (EUR 5.60) at its low-
est. During the year, a total of 240,284,231 (9,836,256 in 2004)
Nokian Tyres’ shares were traded on the Helsinki Exchanges. At
the end of the year, the market capitalisation of the share capital
was EUR 1,288,638,498 (EUR 1,213,352,096 in 2004).

Dividend policy

The dividend policy adopted by the company’s Board of Directors
is to propose a dividend to the Annual General Meeting that
reflects the company’s profit development. In the past nine years,
dividends paid to shareholders have represented approximately
35% of the year’s net profit. The company plans to continue dis-
tributing approximately 35% of net profit in dividends.
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Board’s authorisations

The Annual General Meeting held on 5 April 2005 authorised the
Board of Directors to decide upon increasing the share capital on
one or more occasions by an issue of new shares and/or con-
vertible bonds. As a result, the share capital of the company can
be increased by a maximum of EUR 4 million. A maximum of 2
million new shares can be issued, each bearing a nominal value
of EUR 2.00.

The Board of Directors may also deviate from the sharehold-
ers pre-emptive subscription right, provided there is a compelling
financial reason for the company to do so, as referred to in Chap-
ter 4:2a of the Companies Act, such as corporate acquisitions or
other business arrangements. Under the authorisation, the Board
of Directors has the right to decide upon the parties who are enti-
tled to subscribe, as well as on the subscription price, terms and
conditions of share subscription, and the terms and conditions of
convertible bonds. The validity of the authorisation is one year
from the date of the decision by the Annual General Meeting.
After the Annual General Meeting of 2005, the Board of Directors
is not authorised to issue bonds with warrants.

Company share ownership and authorisation for acquisition
Nokian Tyres does not hold any of its own shares, nor is the Board
of Directors authorised to acquire them.

Bond loan with warrants directed at personnel and option
scheme 2001

The Annual General Meeting of Nokian Tyres in 2001 decided to
offer a bond loan with warrants to the personnel of the Nokian
Tyres Group and the wholly owned subsidiary of Nokian Tyres plc.
The bond loan with warrants amounted to EUR 0.4 million. A total
of 10,800 type | bond certificates, 9,600 type Il bond certificates
and 9,600 type Ill bond certificates were issued. 600,000 warrants
were attached to the bonds, 216,000 of which were attached to

the type | bond certificates and marked with the symbol 2001A;
192,000 were attached to type Il bond certificates and marked
with the symbol 20018B; and 192,000 were attached to type |l
bond certificates and marked with symbol 2001C. The Board of
Directors of Nokian Tyres plc approved the subscriptions for the
bond loan with warrants directed at the personnel of the Nokian
Tyres Group on 1 June 2001. The bond loan with warrants was
subscribed for by 42% of the entire personnel. A minimum sub-
scription of EUR 53.82 for each subscriber was approved. In addi-
tion, a subscription for bond loan with warrants in the amount of
EUR 65,634 was approved to the Nokian Tyres subsidiary Direnic
Oy for later offer to employees of the Nokian Tyres Group or per-
sons recruited to the Nokian Tyres Group.

The share subscription price for warrants 2001A | was origi-
nally EUR 19.00, for warrants 2001B the trade volume weighted
average quotation of the Nokian Tyres plc share on the Hel-
sinki Exchanges between 1 October and 31 October 2001, i.e.
EUR 25.94, and for warrants 2001C the trade volume weighted
average quotation of the Nokian Tyres plc share on the Helsinki
Exchanges between 1 April and 30 April 2002, i.e. EUR 30.43.
The price of shares subscribed for with warrants shall be reduced
by the amount of dividends paid after the commencement of
the period for which the subscription price was determined, and
dividends paid before the subscription, on the record date of each
dividend payment. After 8 April 2005, the subscription price for
warrants 2001A is EUR 12.68, warrants 20018 EUR 20.27 and
warrants 2001C EUR 24.76.

The share subscription period for warrants 2001A began on 1
March 2003, for warrants 20018 on 1 March 2004 and for war-
rants 2001C on 1 March 2005, and shall end on 31 March 2007
for all warrants. As a result of the subscriptions and according
to the original subscription terms, the share capital of Nokian
Tyres plc may increase by a maximum of EUR 1,200,000 and the
number of shares by a maximum of 600,000.

Bond with warrants 1999 and an incentive scheme fixed to
the share price

Bond certificates | and the attached warrants marked 2001A were
offered to the subscribers of the 1999 bond loan with warrants
provided that the warrant holder returns all his/her old 1999 war-
rants to the company. The company cancelled a total of 433,800
1999 warrants, which were returned to the Group in the conver-
sion. A total of 42,525 2001A warrants and 41,025 20018 war-
rants were not returned to the company.

In December 2001, Nokian Tyres plc announced the launch of
an incentive scheme based on the company’s share price devel-
opment. The scheme covered those holders of the 1999 warrants
who did not exchange their 1999 warrants for the new 2001A
warrants.

The new incentive scheme replaced these warrants, after
which the 1999 warrants no longer exist. The scheme expired
31 March, 2005.

Bond loan with warrants 2004 directed at personnel
The Annual General Meeting held on April 5, 2004, decided to
issue bonds with warrants to the staff of the Nokian Tyres Group
and to Direnic Oy, a wholly-owned subsidiary of Nokian Tyres plc.
A deviation was made from the shareholders” pre-emptive sub-
scription right because the warrants are designed to be part of the
Group’s incentive scheme. The number of warrants is 735,000. A
total of 245,000 warrants will be marked with the symbol 2004A,
245,000 with the symbol 2004B and 245,000 with the symbol
2004C. According to the original subscription terms, the warrants
entitle to the subscription of a maximum of 735,000 Nokian Tyres
plc shares. The Board's intention was to issue the shares in spring
2004 (2004A warrants), 2005 (20048 warrants) and 2006 (2004C
warrants).

The original share subscription price for warrants 2004A was
the average price of a Nokian Tyres plc share weighted by the



Information on Nokian Tyres share

103

share trading volume on the Helsinki Exchanges between 1 Janu-
ary-31 March 2004, i.e. EUR 62.96. For warrants 2004B, the price
was the average price of a share weighted by the share trading
volume on the Helsinki Exchanges between 1 January-31 March
2005, i.e. EUR 120.96 and for warrants 2004C, the average price
of a share weighted by the share trading volume on the Helsinki
Exchanges between 1 January-31 March 2006.

The price of shares subscribed for with warrants shall be
reduced by the amount of dividends paid after the commence-
ment of the period for which the subscription price was deter-
mined, and dividends paid before the subscription, on the record
date of each dividend payment. The share subscription period for
warrants 2004A is 1 March 2006-31 March 2008, for warrants
2004B 1 March 2007-31 March 2009, and for warrants 2004C
1 March 2008-31 March 2010. As a result of the subscriptions
with the 2004 bonds with warrants and according to the original
subscription terms, the share capital of Nokian Tyres plc may be
increased by a maximum of EUR 1,470,000 and the number of
shares by a maximum of 735,000 new shares.

Warrants listed on the Helsinki Exchanges

Nokian Tyres” 2001A warrants for the option scheme 2001 were
listed on the Helsinki Exchanges main list as of 3 March 2003,
2001B warrants as of 1 March 2004 and 2001C warrants as of 1
March 2005. In 2005, at their highest, Nokian Tyres 2001A war-
rants were quoted at EUR 186.95 (EUR 100.00 in 2004) and EUR
70.07 (EUR 46.00) at their lowest. The highest rate for 20018
warrants was EUR 179.00 (EUR 92.27 in 2004) and the lowest EUR
70.07 (EUR 48.40 in 2004). The highest rate for 2001C warrants
was EUR 176.06 and the lowest EUR 51. During the year, a total
of 236,380 (203,110 in 2004) Nokian Tyres” 2001A and 20018
warrants were traded on the Helsinki Exchanges.

Management shareholding

On 31 December 2005, Nokian Tyres” Board of Directors and the
President and CEO held a total of 10,600 Nokian Tyres” bonds with
warrants, and a total of 32,000 bonds with warrants that were
not publicly traded in 2005. In addition, Nokian Tyres" Board of
Directors held a total of 10,695 Nokian Tyres" shares. The shares
and publicly traded bonds with warrants represent 0.1% of the
total number of votes.

Share information

ISIN code: ................. F10009005318
Trading code: ...coccoovvevvennan. NRETV
Trading lot: .......... 50 shares
Nominal value: ... ..EUR 0.20
CUTTENCY: vt Euro

Changes in the ownership of shareholders registered under
the name of nominee 2005:

January 26

Threadneedle Asset Management Limited (registered in Eng-
land and Wales No 573204) has informed that it owns a total of
563,595 Nokian Tyres’ shares as of January 24, 2005 and its share
of Nokian Tyres” share capital and voting rights has increased to
5.193%.

May 2

Threadneedle Asset Management Limited (registered in Eng-
land and Wales No 573204) has informed that its ownership of
Nokian Tyres share capital and voting rights has decreased below
5% on May 28, 2005. Threadneedle Asset Management Limit-
ed’s share is now 4,924% of Nokian Tyres share capital figure of
119,373,010.

August 16

Fidelity International Limited has informed that its ownership of
Nokian Tyres share capital and voting rights has decreased below
5% on August 12, 2005. Fidelity International Limited own a total
of 5,739,981 shares which is now 4,78% of Nokian Tyres share
capital figure of 120,171,010

November 21

Deutsche Bank AG London has informed on the behalf of Deut-
sche Bank AG that as at the close of business on 15 November
2005, Deutsche Bank AG, and its subsidiary companies were in
possession of 6,390,488 ordinary shares of Nokian Tyres plc to
which they had the dispositive rights, representing 5,28% of the
company’s 120,990,470 outstanding ordinary shares. In addition
they informed that as at the close of business on 15 Novem-
ber 2005, Deutsche Bank AG, and its subsidiary companies were
in a possession of 6,151,552 ordinary shares on Nokian Tyres
plc to which they had the voting rights, representing 5.08%
of the company’s 120,990,470 outstanding ordinary shares.
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SHARE OWNERSHIP BREAKDOWN DECEMBER 30, 2005

Number of % of
Number of shares shareholders shareholders shares % of shares
1-100 5298 19.80 424 487 0.35
101-1 000 16 270 60.79 7 478 336 6.18
1001-10 000 4 805 17.95 13 440 846 11.11
10 001-100 000 347 1.30 9 296 236 7.68
100 001-1 000 000 39 0.15 12 146 628 10.04
1000 001- 6 0.02 78 212 287 64.64
Total 26 765 100 120 998 920 100
OWNERSHIP BY CATEGORY ON 30 DECEMBER 2005 MAJOR SHAREHOLDERS ON 30 DECEMBER
2005
Foreign shareholders 60.11% % of
Private individuals 17.76% shares  shares
Public organisations 9.17%
Financial instititutions 4.70% 1. Bridgestone Europe NV/SA (* ab. 20 000 000 ab. 16.55
Corporations 4.34% 2. Varma Mutual Pension Insurance Company 4124 250 3.41
Non-profit organisations 3.92% 3. llmarinen Mutual Pension Insurance
Company 2 551700 2.11
4. The Local Government Pension Institute 903 500 0.75
5. Tapiola Mutual Pension Insurance Company 900 000 0.74
6. Etera Mutual Pension Insurance Company 846 950 0.70
7. The State’s Pension Institution 650 000 0.54
8. OP-Delta Investment Foundation 644 452 0.53
9. The Finnish Association of Graduates in
Economics and Business Administration 500 000 0.41
10. Odin Forvaltnings AS 461 000 0.38

The biggest in total

31581 852 26.12

All total

120 998 920

Nokian Tyres’ share volumes on the Helsinki Stock Exhange

1 January 2001-31 December 2005

02 03 04 05

Development Nokian Tyres’ share price
1 January 2001-31 December 2005

02 03 04 05
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Signatures for the report by the Board of Directors and the
Financial Statements, and the Board’s proposal for the use
of profit

The distributable funds in the shareholders” equity of the Par-
ent Company on 31 December 2005 total 195,645,457.86 euros,
which can be distributed as dividends. The distributable funds
in the equity of the Group total 255,932,000 euros and do not
restrict the profit distribution of the Parent Company. There are
121,091,600 shares entitled to a dividend.

The Board of Directors proposes that a dividend of 0.23 euros
(a total of 27,851,068 euros) be paid out for the 2005 fiscal
year.

Nokia, 14 February 2006
Henrik Therman Hannu Penttila
Rabbe Gronblom Mitsuhira Shimazaki
Satu Heikintalo Petteri Walldén

Kim Gran
President and CEO

To the shareholders of Nokian Tyres plc

We have audited the accounting records, the report of the Board
of Directors, the financial statements and the administration of
Nokian Tyres plc for the period 1 January - 31 December 2005.
The Board of Directors and the Managing Director have prepared
the consolidated financial statements, prepared in accordance
with International Financial Reporting Standards as adopted by
the EU, as well as the report of the Board of Directors and the par-
ent company’s financial statements, prepared in accordance with
prevailing requlations in Finland, containing the parent company’s
balance sheet, income statement, cash flow statement and notes
to the financial statements. Based on our audit, we express an
opinion on the consolidated financial statements, as well as on
the report of the Board of Directors, the parent company’s finan-
cial statements and the administration.

We conducted our audit in accordance with Finnish Standards
on Auditing. Those standards require that we perform the audit
to obtain reasonable assurance about whether the report of the
Board of Directors and the financial statements are free of mate-
rial misstatement. An audit includes examining on a test basis
evidence supporting the amounts and disclosures in the report
and in the financial statements, assessing the accounting princi-
ples used and significant estimates made by the management,
as well as evaluating the overall financial statement presenta-
tion. The purpose of our audit of the administration is to examine
whether the members of the Board of Directors and the Manag-
ing Director of the parent company have complied with the rules
of the Companies Act.

Consolidated financial statements

In our opinion the consolidated financial statements, prepared in
accordance with International Financial Reporting Standards as
adopted by the EU, give a true and fair view, as defined in those
standards and in the Finnish Accounting Act, of the consolidated
results of operations as well as of the financial position.

Parent company’s financial statements, report of the Board
of Directors and administration

In our opinion the parent company’s financial statements have
been prepared in accordance with the Finnish Accounting Act and
other applicable Finnish rules and requlations. The parent compa-
ny’s financial statements give a true and fair view of the parent
company’s result of operations and of the financial position.

In our opinion the report of the Board of Directors has been
prepared in accordance with the Finnish Accounting Act and other
applicable Finnish rules and requlations. The report of the Board
of Directors is consistent with the consolidated financial state-
ments and the parent company’s financial statements and gives
a true and fair view, as defined in the Finnish Accounting Act, of
the result of operations and of the financial position.

The consolidated financial statements and the parent compa-
ny’s financial statements can be adopted and the members of the
Board of Directors and the Managing Directors of the parent com-
pany can be discharged from liability for the period audited by us.
The proposal by the Board of Directors regarding the disposal of
distributable funds is in compliance with the Companies Act.

Nokia, 15 February 2006
KPMG 0Y AB

Matti Sulander
Authorised Public Accountant
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Annual General Meeting

The Annual General Meeting of Nokian Tyres plc will be held at
Nokian Tyres, Pirkkalaistie 7, Nokia on Thursday 6 April 2006,
starting at 4 p.m. Registration of attendants and the distribution
of ballots will begin at 3 p.m.

Shareholders registered by no later than 27 March 2006 in
the company’s shareholder register, which is maintained by the
Finnish Central Securities Depository Ltd, are entitled to attend the
Annual General Meeting.

Shareholders who wish to attend must register by 3 p.m. on
31 March 2006 either in writing to Nokian Tyres plc, PO. Box 20,
FIN-37101 Nokia, by phone on +358 3 340 7641 or by fax on
+358 3 340 7799. Any powers of attorney should be delivered in
connection with the registration.

Financial statements will be available for one week prior to
the Annual General Meeting at the company’s headquarters.

Dividend payment

The Board of Directors proposes to the Annual General Meeting
that a dividend of EUR 0.23 per share be paid for the financial
year 2005. The record date for the dividend payment will be 11
April 2006 and the dividend payment date 20 April 2006, pro-
vided that the Board's proposal is approved.

Share register

Shareholders are requested to notify any changes in their con-
tact information to the bookentry register in which they have a
bookentry securities account.

Financial reports
Nokian Tyres will publish financial information in Finnish and in
English as follows:

Interim Report for three months................c..c....... on 10 May 2006
Interim Report for six months ............c.cc..cco.co.... on 8 August 2006
Interim Report for nine months ................. on 2 November 2006
Financial Statements Bulletin 2006 .................... in February 2007

Annual Report 2006 .........cooovevvvverereeeereeeeeen in March 2007

Financial reports may be ordered from Nokian Tyres" corporate
communications

telephone +358 3 340 7641 or

fax +358 3 340 7799

e-mail: info@nokiantyres.com

Nokian Tyres publishes its Interim Reports only on the Internet:
www.nokiantyres.com

Printed reports can be ordered from Nokian Tyres” Communi-
cations department.

ANALYSTS

At least the following analysts have made investments analyses
in 2005:

Alfred Berg ABN Amro
Veikko Valli, tel. +358 9 228 321
veikko.valli@alfredbergfi

Carnegie Investment Bank AB, Finland Branch
Miikka Kinnunen, tel. +358 9 6187 1241
miikka.kinnunen@carnegie.fi

Deutsche Bank AG, Helsinki
Pontus Gronlund, tel. +358 9 2525 2552
pontus.gronlund@db.com

eQ Bank Ltd.
Kalle Karppinen, tel. +358 9 6817 8654
kalle.karppinen@eQonline.fi

Evli Bank
Mika Karppinen, tel. +358 9 4766 9643
mika.karppinen@evli.com

FIM
Kim Gorschelnik, tel. +358 9 6134 6234
kim.gorschelnik@fim.com

Handelsbanken Capital Markets
Tom Skogman, tel. +358 10 444 2752
tosk07@handelsbanken.se

Kaupthing Bank Oyj
Mika Metsala, CFA, tel. +358 9 4784 0241
mika.metsala@kaupthing.fi

Mandatum Securities Ltd
Noora Alestalo, tel. +358 10 236 4794
noora.alestalo@mandatum.fi

Merrill Lynch
Thomas Besson, tel. +44 207 996 1055
thomas_besson@ml.com

Opstock Securities Ltd
Tel. +358 10 252 012

SEB Enskilda
Tommy Ilmoni, tel. +358 9 6162 8700
tommy.ilmoni@enskilda.fi

E. Ohman J:or Fondkomission
Lauri Pietarinen, tel +358 9 8866 6026
lauri.pietarinen@ohmangroup.fi
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PRINCIPLES OF INVESTOR RELATIONS

The goal of Nokian Tyres investor relations is to reqularly and
consistently provide the stock market with essential, correct, suf-
ficient and up-to-date information used to determine the share
value. The operations are based on equality, openness, accuracy
and good service.

The Management of Nokian Tyres is strongly committed to
serving the capital markets. The company’s President and Vice
President, Corporate Communications and IR, are the main parties
dealing with and answering questions from analysts and inves-
tors. The practical matters related to meetings and contacts are
handled by the contact persons for investor relations.

Nokian Tyres adopts a three-week period of silence
before the publication of financial information and a six-
week period of silence before the publication of the finan-
cial statements bulletin. Analyst and investor meetings are
held both in Finland and abroad in conjunction with the pub-
lication of the company’s financial results. At other times ana-
lysts and investors are mainly answered by phone or e-mail.

INVESTOR RELATIONS CONTACTS

Raila Hietala-Hellman,

Vice President, Corporate Communications and IR
Tel. +358 3 340 7298

e-mail: raila.hietala-hellman@nokiantyres.com

Anne Aittoniemi, Communications Assistant
Tel. +358 3 340 7641

e-mail: anne.aittoniemi@nokiantyres.com

Nokian Tyres plc
PO. Box 20, FIN-37101 Nokia

E-mail: info@nokiantyres.com

Stock Exchange Releases 2005

In 2005, Nokian Tyres published a total of 36 stock exchange
releases or announcements. Short summaries of the most signifi-
cant releases are given below:

November 3;  Interim Report January-September 2005

October 10; Profits from the third quarter lower than the

previous year

September 29; Nokian Tyres to strengthen its position in the
USA

September 23; Contract agreement signed for expansion of
Nokian Tyres’ Russian plant

September 22; Official inauguration of Nokian Tyres" Russian

plant

August 11; Interim Report January-june 2005

June 8; First Hakkapeliitta tyres produced at Nokian
Tyres' plant in Russia

May 13; Interim Report January-March 2005

April 20; Nokian Tyres signed a eur 180 million syndi-
cated revolving credit facility

April 6; Trading in split shares from 18 April 2005

April 5; Decisions of the Annual General Meeting

February 17,  Nokian Tyres plc share issue to be completed;

share subscription price decided

February 16;

February 11;

February 8;

February 7;

Nokian Tyres plc contemplates share issue
directed to institutional investors; receipt of
subscription undertakings will commence on 16
February 2005

Nokian Tyres year 2004

Nokian Tyres to strengthen its position in
Eastern Europe

Vianor tyres chain expading in Russia and in
Sweden



Contact information

108

Nokian Tyres plc
Pirkkalaistie 7

P0.Box 20

FIN-37101 NOKIA

FINLAND

Tel. +358 3 340 7111

Fax +358 3 340 7799
www.nokiantyres.com
email: inffo@nokiantyres.com
firstname.lastname@nokiantyres.com
President and CEO Kim Gran

000 Nokian Shina

188676, Russia, Leningrad Region
Vsevolozhsk district

station Kirpichniy zavod
“Kirpichniy zavod” indrustrial Zone,
block 6

Tel +7812 336 9000

fax +7812 336 9595

Manager Andrei Pantioukhov

sweden@nokiantyres.com
norway@nokiantyres.com
russia@nokiantyres.com
northamerica@nokiantyres.com
germany@nokiantyres.com
switzerland@nokiantyres.com
praha@nokiantyres.cz

Nokian Tyres plc
Arinatie 8

PO. Box 85
FIN-01511 VANTAA

After Market

Tel. +358 9 686 470
Fax +358 9 622 5370
Car dealer

Tel. +358 10 401 3290
Fax +358 10 401 3299

SALES COMPANIES

Nokian Dack AB

Fagerstagatan 15

Box 8339

5-16308 Spanga

SWEDEN

Tel. +46 8 474 7440

Fax +46 8 761 1528

Managing Director Per-Ake Beijersten

Nokian Dekk AS

Leiraveien 17

N- 2000 LILLESTROM

Boks 14

N-2027 KJELLER

NORWAY

Tel. +47 64 84 77 00

Fax +47 64 84 77 01

Managing Director Bjérn Kamphus

Nokian Reifen GmbH
Neuwieder Strasse 14

D-90411 NURNBERG

GERMANY

Tel. +49 911 527 550

Fax +49 911 527 5529

Managing Director Dieter Koppner

Nokian Reifen AG

Neue Winterthurerstrasse 15 - 17
CH-8305 DIETLIKON
SWITZERLAND

Tel. +41 (0)44 807 4000

Fax +41 (0)44 888 3825

Nokian Tyres Inc.

339 Mason Rd. La Vergne

TN 37086 Nashville

USA

Tel. +1 615 287 0600

Fax +1 615 287 0610

Managing Director Dennis Gaede

000 Nokian Shina - Moscow Branch
Business Centre Country-Park

Panfilov Street 19

Moscow Region

RUS-141407 Khimki

Tel. + 7 495 7779900

Fax + 7 495 7773456

General Sales Manager Dmitry
Shmarov

Nokian Tyres s.r.o.

Jesenicka 331

Dolni Jircany

252 44 Praha Zapad

(zech Republic

Tel. + 420 241 93 2668

Fax + 420 241 94 0635
Managing Director Monika Engel

TYRE CHAIN

Vianor Holding Oy
Pirkkalaistie 7

P0O.Box 20

FIN-37101 Nokia

Tel. +358 3 340 7111

Fax +358 3 340 7148
Managing Director Seppo Kupi

Vianor Oy

Teollisuuskatu 8

FIN-53600 LAPPEENRANTA

Tel. +358 10 4011

Fax +358 10 401 2299

Managing Director Alexej von Bagh

Vianor AB

Ostra Ringleden

Box 114

S-534 22 VARA
SWEDEN

Tel. +46 512 798 000
Fax +46 512 798 099
Managing Director Jari Lepistd
Vianor AS

Leiraveien 17
N-2000 LILLESTROM
Boks 43

N-2027 KJELLER
NORWAY

Tel. +47 6484 7760
Fax +47 6484 7790

Managing Director Bengt Heggertveit

000 Vianor SPb

188676, Russia, Leningrad Region
Vsevolozhsk district

station Kirpichniy zavod
“Kirpichniy zavod” indrustrial Zone,
block 6

Tel. +7812 336 9000

Fax +7812 336 9595

Managing Director Petri Siipola

AS Vianor/Estonia
Tartu mnt 119
EE-00071 TALLINNA
ESTONIA

Tel. +372 605 1060
Fax +372 605 1067
Manager Kaspar Sepp

SIA Vianor

Ganibu dambis 21 B
LV-1005 Riga

Tel. +371 751 7902
Fax +371 751 7903
Manager Aigars Kincs
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