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Nokia has filed its Annual Report on Form 20-F for 2020 and published its Nokia in 2020 Annual Report

Nokia Corporation
Stock Exchange Release
March 4, 2021 at 23:00 EET

Nokia has filed its Annual Report on Form 20-F for 2020 with the U.S. Securities and Exchange Commission and published its Nokia in 2020 Annual Report.

Espoo, Finland — Nokia has today filed its Annual Report on Form 20-F for 2020 with the U.S. Securities and Exchange Commission. Additionally, Nokia has
published its Nokia in 2020 Annual Report, which includes audited financial statements, the annual review by the Board of Directors, Nokia’s corporate governance
statement and the Remuneration Report for the governing bodies for 2020.

The Annual Report on Form 20-F and Nokia in 2020 Annual Report will be available in PDF format at www.nokia.com/about-us/investors/reports-filings, along with
Nokia’s past quarterly and annual financial reports. Shareholders may request a hard copy of the reports free of charge through Nokia’s website. The corporate
governance statement is available also at www.nokia.com/about-us/investors/corporate-governance and the Remuneration Report at www.nokia.com/agm.

The financial statements are also published in XHTML format in accordance with the European Single Electronic Format (ESEF) reporting requirements. In
accordance with ESEF requirements, the primary statements of the consolidated financial statements are marked with XBRL tags. The ESEF financial statements in

About Nokia
We create the critical networks and technologies to bring together the world’s intelligence, across businesses, cities, supply chains and societies.

With our commitment to innovation and technology leadership, driven by the award-winning Nokia Bell Labs, we deliver networks at the limits of science across
mobile, infrastructure, cloud, and enabling technologies.

Adhering to the highest standards of integrity and security, we help build the capabilities we need for a more productive, sustainable and inclusive world.

For our latest updates, please visit us online www.nokia.com and follow us on Twitter @nokia.
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Nokia in 2020

ey
nighlights

Glebal reach

We have combined global leacership in mokbile
and fixed network infrastructure with the
software, services and advanced technologies
to serve customers araund the world.

Met sales in 2020

FUR 219N

Countries of operation

~130

Average number of employees in 2020

=07 LU0

Humanity, connected

The world has made it through a uniquely difficult year.

We lived, learned, worked and scdalized online. It was
a vast change, which happened quickly and without
warning. Our customers were put under immense
pressure, But with our help, they delivered.

This reminds us that connectivity is not a ‘nice to have’.
It is a fundamental part of modern society, one that
Nokia has a responsibility to provide.

And we are doing so. In 2020 our products and services
underpinned new innovations in efficient public services,
remote education, optimized logistics, smart healthcare,
digital startups, clean energy generation, waste-free
manufacturing and traditional networking, among many
other uses. We carried out this work with a permanent
focus on security, value and performance.

This is the connectivity that the world deserves.
We will continue to deliver it.

Regional split of employees

Eurcpe Greater China
e 38 800 13700
12 OOO Middle East & Africa
3300
Latin America Asia Pacific

3700 20500
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Business overview

Financial highlights Business groups
For the year ended December 11, 2030 2019 2018 Mabile Networks
Continuing operations EURm EURm EURm Higher quality and more reliable mabile
Met sales 21852 23315 22583 broadband experiences
Grass profit 8193 8 264 81312 Glabal Services
Gross margin 37.5% 35.4% 36.8% Helping customers navigate complexity
Operating profit/loss) 885 485 {59) to transform and digitalize their business
Operating margin 4.0% 2.1% 10.31% Fixad Networks
[Lossifprofit for the year . (2513) 18 (543 Usingintelligent access ta create netwarks
EUR EUR EUR that are faster, better, smarter
Earnings per share, diluted (0.45) 0.00 {0.10) g
: IP/Optical Networks
Dividend per share!” 0.00 0.00 0.10 P

Massively scalable networks that underpin
) the digital warld’s dynamic interconnectivity
2020 2019 2018

As of December 31 EURm EURm EURm Mokia Software

Net cash and current financial - . . Intelligent software platforms aptimizing
investments ' 2 485 1730 3053 and automating network performance
"""" o — Nokia Enterprise

1] Mo diadend is proposed by the Board of Direc bors relabed bo the Franaal year 2020, T . . & .
' Digitalizing asset-intensive industries with

mission and business-critical needs

Mokia Technologies
Technology designed to bring the human
family doser together

Met sales 2020 by reportable segment™ Met sales 2020 by region

Reportable segments

In 2020, Mokia had three reportable segments.
Nokia also discloses segment-level data for
Group Common and Other. For more details,
refer taMote 5, Segment infarmation, in the
consolidated financal statements.

Networks

Mokia provides net sales disclosure for the
following businesses within the Networks
reportable segment: {i) Mobile Access
{comprises Mobile Networks and Global
Services operating segments), (i} Fixed
Access [comprises Fixed Networks operating
segment], {iii} IP Routing {comprises part

n l.Nir-.;ortl,le': :$ :::;ﬂ ?:3} = ; :5"’ Paf:,“': 3: :::;’“ C16%b  ofIp/Optical Metworks operating segment]
Qe ACCess - UIope I‘ﬁ"HH - . F o
B B Fized Access EUR 1 759m {-6%] B 1 Greater China EUR 1376m {-25%} E";'d fiv) DF"'I"'EI Networks {comprises part
B C P Routing EUR 2 768m{-5%) M 4 Latin America EUR 895m {-32%) of IP/Optical Metworks operating segment],
O Optical Netwerks EUR 1 695m {-3%) B 5 Middle East & africa EUR 1893m (1%]) -
B : Mokia Soitware EUR 2 656m l-4%) B 5 North America EUR 7 121m (2%]) Mokia Software
B 3 MNokia Technologies EUR 1 &02m {-6%)

B 4 Group Commeon and Other  EUR 982m (3%) Nokia Technologies

This Annual Report descnbes te aperations and performance
of Nokiain 2020, During that tme, Hokis had seven business
grougs and three reportable seprments listed above, Asof 2021,
Nekia has a new eperatng mode cormpesing four busness
groups that are also curreportable seprments: ] Moble
Metworks, (i) Metwork nfrastrecture, Gi) Cloud and Network
Serviees, and {ivl Nokia Technologies,

1] Inchudies ret 2ales to other sepments, Mt ks 131 A Nekia Technelogies IPR and Liseraing net slas are
Lo enkerprise custamers ans included i Networds, allocated to Fndand
Hekaa Software and Group Commaon and Other et sales.
Tedr-or-yedr hange is in panenthesis,
2] Mokia prosadies net sales disclosure for the Followng
businesses within the Networks reportable segrment:
{il Mokile Access, (i) Fised Access, &) IP Reuting. and
ivl Optical Hetwarks,
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Letter from our
President and CEQ

efter

and CEO

Change and continuity

This was a year of unprecadentad change,
but also one inwhich we saw the importance
of our technology. Fixed and mobile networks
kept the global economy and critical
infrastructure running even as the COVID-19
pandemic led to nationwide shutdowns
across the world.

| was proud of the role we played in enabling
emergency services, food suppliers, and
public health agencies to stay connected
throughout a global crisis. Kitchens became
classrooms and boardrooms aperated from
bedrooms as millions of people turned to
bandwidth-intensive video conferencing and
streaming applications. This contributed to a
year's worth of traffic growthina matter of
days, but we were able to support our CSP
customers in handling the huge upsurge even
as glabal supply chains were disrupted and
lockdowns made accessing sites difficult.

The ability of our employvees to adapt at
speed and come up with creative soluticns
was our greatest asset this year and proved
the resilience and reliability that Nokia is
renawned for.

from our
President

2020 was the year businesses realized that
the old adage of "things must change to
rermain the same” has never been more true.
Companies that had done the most to
meodernize their operations were those

best equipped to deal with the disruption.
The pandemic accelerated the need for
widespread digitalization and automation,
legding to the increasing impartance of critical
networks - netwarks that combine flexibility
with carrier-grade performance.

We launched a strategic analysis into these
industry trends, which found that value would
increasingly move away from manoelithic
systerns tawards software, silican and
services with the importance of virtualization,
cloud-native architecture, and open interfaces
becoming ever greater. It was clear 1o us that
to support aur customers through these
changes and to better position Nokia for new
opportunities we would also need to change.

Development in
an extraordinary year

Owverall in 2020, we saw improvement both
in our gross margin and operating margin
performance up by 2.1 percentage points
and 1.9 percentage points year-on-year
respectively, This development was
supported by a regional mix shift towards
the higher-margin North America regian,

our ongoing RED efforts to enhance product
guality and cost competitiveness, and
impravements inour Networks business.

Mokia delivered a strong cash perfarmance
far the year and we ended 2020 with net
cashand current financial investments

at approximately EUR 2.5 hillion, up
approximately EUR 0.8 billion from 2019,
Met sales decreased by 6% year-on-year
primarily due to network deployment and
planning services within Mabile Access.

In Mokia Enterprise, we continued to make
great progress in 2020 and delivered double
digit year-on-year growth in net sales.

Overall, we took important steps inimpraving
on execution. lwas particularly pleased to see
the clear financial improvement in Mobile
Access, reflecting our engeing efforts to
strengthen the competitiveness and cost
position of our mobile radio products.

In 2020, we saw growth in radio access
products and the 5G gross margin increase
due to product cost reduction, partly helped
by higher ReefShark shipment volumes.

Qur aim was to be above 35% for our KFlon
shipments of our 5G Powered by ReefShark
product portfolio; we ended the year at 43%
andwe remain on track to realize 70% by

the end of 2021, Qur progress was validated
by our customers. We ended the year with
188 commercial 5G agreements and

&4 live 5G networks.

We strengthened our technology leadership
in mary key areas of our business: together
with Elisa and Qualcomm, we achieved the
worldwide 56 speed record. We brought Al

to the network edge allowing CSPs to deliver
improved customer experience, fix customer
issues instantly and increase upload and
download speeds.
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Business averview
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Peldca Lundmarle
President and CEQ




Letter from our
President and CEO continued

We also launched the world's first automated
&G/5G network glicing technology for mobile
core and transport netwarks and a service to
bring down network energy usage. We
continued to lead the passive optical network
evalution and launched the world's first 256G
POM broadband sclution to enhance C5Ps’
fiber network usage.

We continued to lead in private wireless
networks ending 2020 with 260 customers,
For the second year ina row Analysys Mason
ranked Mokia as the #1 telecomns software
provider by market share for telecoms
software and services combined. And we filed
mare than 1 530 new inventions with more
than 3 500 patent families now dedared as
essential for 56,

This was a year that gave added impetus to
addressing the digital divide. We continued
to wark with our custemers to connect the
unconnected, with 6.6 billion subscriptions
on our customer's radio netwarks worldwide
by the end of 2020, Far instance, Nokia's
community investment programs helped
bring fixed wireless access to mare than
1000 childrenin Kenya this year, We alsa
rernained on track to achieve our long-term
science-based target of reduding emissions
from our products. In 2020, the customer
base station sites we modermized used

54% less energy an average. And we made
progress in strengthening human rights
pratections by increasing training for our
suppliers on praventing modern slavery and
respecting minarity rights. We also maintained
our focus on ethical business training, which
96% of our employees completed. In addition,
85% of our leaders completed training

on navigating bias and building a maore
inclusive workplace.

New operating model

At the end of October we announced that
we would mave ta a new operating model
from the beginning of 2027, As | told cur
employeas, this was not changs for change's
sake, with an incoming CEQ looking to make
his rmark an an organization. But rather to
improve the way we work so we can better
alignwith how customers want to buy and
achieve our aim of technology leadership

in the areas where we choose to compete.
The new structure will simplify and streamline
the way we work enabling us to improve cost
efficiency and become faster, more agile,
rmore accountable, and more transparent
asan organization,

Our four new business groups each have a
clear mission and have been empowered with
the resources and accountability to achieve
their goals. In brief, they are as follows:

= Mobile Networks will focus onregaining
leadership in 5G, as well as achieving
leadership in O-RAN and vRAN, while
maaintaining scale with CSP customers
and growing its private wireless business
with enterprise customers.

® Network Infrastructure will focus onthe
building blocks and essential solutions of
critical networks, using its technology
leadership in IP Metworks, Optical Networks,
Fixed Metworks, and Alcatel Submarine
Metworks to drive digitalization across all
industries,

® Cloud and Network Services will facus on
creating value for both service providers
and enterprise customers as dermand for
critical netwarks accelerates, leading the
transition to cloud-native software and
as-a-service delivery models.

® Nokia Technologies will continue to
monetize and grow the value of Mokia's
intellectual property and licensing
revenue by investing in innovation and its
world-leading patent portfolio as well as
pursuing other licensing opportunities.

Looking ahead

This was a challenging year for everyone.
Our netwaorks were put to the test by a global
crisis and they not anly survived but thrived,
shiowing that a new way of doing business

is possible. 2020 showed the true value of
technology and increased the need to find
smart solutions to global problems, from
dimate change to stalling productivity.

Makia will help enable those solutions by
building the critical networks that the world
will come to rely on, positioning ourselves
far technology leadership and a path to
sustainable financial performance.

We know we have our work cut out for us,

We expect 2021 to be challenging with
meaningful headwinds primarily due to
market share loss and price erasicon in North
America. Itwill be a time of transition as we
adapl to a new structure and finalize our
strategy, but by doing so cur employees wil
be empowered to act faster enabling us to
accelerate our immediate and long-term
plans. We will stay focused on securing
technology leadership in the segments where
we compete, especially in 5G; continue to
strengthen existing customer relationships;
and make sure we seize new apportunities in
areas where we see a path to value creation,

lwauld like to thank aur employees far their
trermendous effarts and commitment this
year as well as the warm welcome they have
gvenmea,

Iwould alsa like to pay tribute to my
predecessor, Rajeev Suri, who led Mokia over
the past six years and through the first half
of 2020, My return to Makia as President and
CEQis both an incredible personal honor and
&lso the next stage of continual evolution for
this great company.

Pekka Lundmark
President and CEO

|

Repurposing sea containers enables us to conduct
multiple simultanecus 5G over-the-air testsina
controlled eavirenment.
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Our strategy

1. Lead

Lead in high-performance, end-to-end
networks with communication service
providers.

In the first pillar of our strategy = leading in
high-performance,

with communication service provide

continued to progress in 5G despi

in Mobile Access. By the end of 2020, we
reached 139 commercial 5G deals and launched
44 live n ks with our customers and

we achieved our 2020 target for 4G plus 5G
market sha luding China, to end 2020

at approximately 28%.

Focus areas and Progress

m We continued to make good progress in the transition to 5G shipments that
are “5G Powered by ReefShark” {5G PBR]. We exceeded our end of 2020 target
of reaching mare than 35% of 5G PBR shipments,

® Regarding our conversion rate from 4G to 5G based on actual radio business
volume, we ended 2020 in the 30% range, excluding China. The decline from
2019 was primarily driven by some market share loss in North America,
partially offset by footprint gains with customers that have increased their
focus onsecurity.

® We invested in digital service architecture, advanced analytics, maching
learning, automation and serviceability for fast and flawless delivery of our
netwark infrastructure services,

8 We provided industry-leading cognitive netwark services ta improve netwark
performance, operational efficiency and subscriber experience, and develop
service business miadels to open new revenue streams for C5Ps,

® We are the #2 vendor in Service Frovider Routing worldwide (excluding China)
having shipped well over 1 million routers to date!. OQur in-house designed
FP4 high-performance routing silicon demonstrates cur continuing
commitmant to technology innovation and leadership, driving continued sales
momentumn with >300 projects won, two thirds of which were new footprint
andfor competitor displacements.

® We are the #2 vendor worldwide in optical networking {excluding Chinal,
bringing together technology leadership in silicon and systems with our
foundational Wavelogic Elements technology including the PSE-V coherent
Digital Signal Processor [DSF) and Elenion silican photonics, as well as software
automation and applications optimized for driving efficiency in optical
netwarks thraugh our WaveSuite portfolio and WaveHub ecosystem'™,

B We maintained our leading market share globally with #2 position in fiber
and a #1 positionin 50 fixed wireless access.

® We are leading the industry transiticn to next generation fiber technclogies,
with aur 25 Gigabit Symmetrical Passive Optical Metwark {2 5G PON] solution
that expands Fixed Networks market into business and 56 mahile backhaul
market segments,

B We are also running the world's largest Fixed Wireless Access deployments
that complernents aur fiber business, for example, with Vodafone and Zain.

1] Source: Dell'Crn, 4 2020,
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Business overview

With our “Rebalandng for Growth™ strategy, we addressed both our
primary CSP market and new growth opportunities, The strategy
built an aur core strength of delivering large high-performance
networks by expanding our business into targeted, higher-growth
and higher-margin vertical markets.

On October 29, 2020, Nokia announced the start of a strategic
review, to culminate in a renewed strategy to be announced at
Capital Markets Day on March 18, 2021,

Focus areas and progress

8 |nNokia Enterprise, we continued to make great progress in 2020 and delivered
double digit year-on-year growth in net sales. The strong growth innet sales

2. Grow

Grow our position in the enterprise market and
enable Industry 4.0 acceleration through the
digitalization of asset-intensive industries,
governments and cities, and webscale
businesses, with mission-critical networks
and digital automation solutions.

about growing aur
focusing on two main
erformance
louds,
ks in

enterpri
«et needs: the ne
connectivity for hy

rial automation.
mbition:

itioned
which we

trial
achieved double digit
future growth.

55 market, (3} we are well p
in the industrial automation mark
| be critical in the Fourth In

Revolution, and (4
growth fueling M
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to enterprise customers was primarily driven by increased demand for
mission-critical networking solutions inindustries including utilities and the
public sector, with continuad momentum in private wireless solutions.

We scaled up our existing business in transportation, energy, government and
cities segments by augmenting our IP/Multiprotocol Label Switching IMPLS),
Optics, G5M-R and other existing portfalios with private networks, providing
custamers with the performance and security they require as they digitalize
and transform their communications infrastructure and applications.

We also continued to drive the adoption of multi-cloud, Internet of Things (loT)
and autemation with strategic investments in emerging technologies such as
Software Defined Networks [SDN, Software Defined Wide-Area network
I1SD-WAMN) applications, and data centers,

We continued to grow our market share in the webscale segment with IP and
Optical portfolios, building large high-perfarmance netwarks that drive
hyperscale coud connectivity.

We saw a private wireless inflection point in the market driven by the need far
high-performance private wireless networks, Driven by the convergence of
operaticnal technelogy (OT), information technalogy [IT) and netwarks,
custamers in these domains need a higher level of netwark performance in
arder to automate and digitalize their cperations. We have accelerated our
private wireless networks (4GALTE) business growth and serve 260 customers
across the globe and cross-industries.

We continued to implement a strategy to grow in the manufacturing and
ogistics segments where the opportunity for high-performance private wireless
networks is significant. Dur strategy has been to address these customers with
our Mokia Digital Automation Cloud platform and our modular private wireless
solution,

In 2020, we continued to build strong market momentum in our target vertical
markets with 245 new customers. At the close of 2020, we have 1 545 enterprise
custormers deploying our networks globally.

We expanded our market opportunity in high-perfarmance cloud connectivity
portfolio with our data center switching launch. We also enhanced our private
wireless portfolio, with the launch of our 5G standalone capahilities and Modular
Private Wireless solutions.

We continued to expand our ecosystem of technology and go-to-market
partners to increase our scale and coverage espedially towards the new
manufacturing and logistics segments,

We continued to implement a new simplified and efficent delivery model for
our enterprise projects to improve the enterprise customer experience and
further support the growth inour revenues.

Nokia is well positioned to win the market given our deep experience in
delivering carrier-grade network performance and extensive work with webscale
companies and enterprises.




Our strategy
continued

3. Strengthen

Strengthen the software business with one
Common Software Foundation.

The third pillar was about strengthening our
ommaon Softw

year, rated as the wo
software business far bath

s marked by a series of
ctlaune and by many

[x "
North American customer, and breakthrough
wins with new innovative customers, like DISH,
on tk s of our strong technology.

Focus areas and Progress

® We continued to accelerate our research and development {RED] by focusing
investrment an key growth themes of 5G applications, automation, software
suites, and digital innovation platforms; building foundational innovation and
leveraging it to lead with a cloud-native portfolio; and streamlining towards
more efficient and simple processes.

® We focused our go-to-market capabilities to deliver success for cur
customers with a consultative selling approach, in arder to drive new business
and recurring revenus.

® We optimized our services and delivery with investments in people and digital
and doud skills by driving automation capabilities and evolving the services
we offer to meet new market needs,

B We continued to reinfarce a strong partner ecosystem of system integratars,
independent software vendors {ISV), and technology players; and consistent
commercial and operational disdpline,

® We strengthened the comprehensiveness of our portfolio with several
new product launches, These included Metwork Operations Mastars, which
provides vendor-agnostic network management functionalities for managing
56 networks, and Digital Operations Centar, which provides a secure and
fully-automated process to design, deploy and operate network slices at scale
across multi-vendor, multi-domain and multi-technology environments.

m Our orders remained strong, reflecting our product and service resonance
with custamers, and included the win of DISH, which chose Nokia's
doud-native, standalone Core software products to help it build the most
advanced, disruptive, fully-automated, 5G network in the US.

® hokia Software offers the industry's leading cloud-native, multi-vendor
and multi-network solutions combined with a robust partner ecosystam.

B As such, Analysys Masan, a leading telco software consultancy firm, again
ranked Mokia as the global leader in telecoms software and services by
revenue for the second year ina row.
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4. Diversity

Diversify the licensing business with new
opportunities in automotive, consumer
electronics, loT and brand.

against our fourth pillar,

diversifying our licensing business beyond
mobile devices and into new licensing domains
such as automativ sumer electronics,

[loT} and brand licensing.
Nokia Technologies has done a great job in
building on the strength of its mobile device
patent licensing and creati
opportuni n the c
and meaningful growth opportunities

in expanding our scope.

HOKIA M 2020

Business overview

Focus areas and progress

We continued to invest in and renew the portfolio through innovation
inmultiple areas, especially cellular standard essential patents, in part

as a result of the extensive research activities of Nokia Bell Labs.

Our focus is on renewing existing patent licenses on favorable terms and
reaching agreements with the remaining uncontracted mobile device players.
We continue to expand patent licensing into new segments, such as
automotive, consumer electronics, and loT,

We license our unique cutting-edge audio/visual technologies to consumer
device manufacturers.

We are expanding ocur brand partnerships business beyond maohile phones.
We have declared more than 3 500 patent families to the European
Telecommunications Standards Institute [ETSI) as essential far the 56
standard, reflecting our continuing leadership and strong momentum in
cellular technology R&D and standardization.

Anindependent study by PA Consulting concluded we are #1 for ownership
of granted patents that researchers found essential to the 5G standard.

We signed and continuad to benefit from patent license agreements for
mobile devices, consumer electronic devices, and loT connected devices.

In September we successfully renewed one of our major patent license
agreements. This new agreement demonstrates the strength of our portfolio,
particularly now that we have 5G patents to offer.

We continue to make good progress with cur automctive licensing program.
Many automaotive brands, including AUDI, Bentley, BMW, Mini, Porsche, Rolls
Royee, Seat, Skoda, Valkswagen and Valve have licenses to use our patented
inventions for their connected vehicles.

Owver the course of the year our custormers ASUS, Axan, HMD Global, OFFPO,
OneFlus, and Panasonic launched a number of new smartphones and cameras
using aur industry leading 0Z0 Audio technology.

HMD Global launched their first 56 smartphone, the Mokia 8,3 56 and

we signed a number of new brand licensing agreements, bringing new
Nokia-branded experiences to a range of product categories, Mokia-branded
Smart Tvs and media streaming devices were launched in [ndia, Austria,
Germany and Switzerland, and Mokia-branded earphones and headphones
were launched in China.




Our strategy
continued

5. Operationa

Excellence

Operational excellence for new levels
of efficiency, productivity and industry
cost leadership.

Operational excellenc

for our strategic prio

focused actions to improve our ¢
commercial discipline and operational
improvements implemented various
actions across Nokia to contribute to our

commitment to assfully reduce ¢
in2020.

Focus areas and progress

We made significant progress with improving our cost position, and as

of the end of 2020, we achieved our EUR 500 million recurring cost

savings target.

Furthermore, we benefited from additional tempaorary cost savings of
approximately EUR 350 million, of which approximately EUR 250 million
related to COVID- 18, due to lower travel and personnel expenses, and
approximately EUR 100 million related to lower annual variable compensation,
given Nokia’s business performance in 2020,

We have implemented structural changes to strengthen cash generation
across Mokia, and we saw salid cash performance in 2020 with an
approximately EUR 0.8 billion improvement in our net cash position, allowing
us to end the year with a net cash balance of approximataly EUR 2.5 billian.
We strengthened commercial management process to drive better
performance incurrent contracts and improve outcomes in new ones, Dea
decisions now include a sharp focus on cash and return-on-capital-employed
metrics, and improved contractual terms.

We continued to madernize IT and simplify and digitalize our key processas
to modernize our ways of working and increase productivity.

Our Global Services business completed significant operational improvements
for instance by digitalizing 100% of its 5G netwark deployments around the
world, bringing high-quality, agility and transparency to customers glabally.
With digital project orchestration and data inventories, Nokia is enabling
netwark rollouts to be carried out swiftly and cost-effectively, matching the
agility demands from customers and helping them to bring new services to
market faster,

We continued efforts to improve collaboration and efficiency of RED and
made progress with cur workforce strategy to ensure we have a future-fit
=set of capacity and capabilities. We focused on embedding productivity

and effectiveness culture at the heart of our company for the long term.

We continued our site optimization strategy, reducing real estate spend
while creating modernworkplaces for aur employees.

>
Performing test line maintenance ul,
Finland 5G system performance la v
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Our strategy
continued

“‘Rebalancing for
growth” will be

replaced with
a refreshed

corporate strategy.

On October 29, 2020, Nokia announced it
was embarking on a strategic review, aimed
at renewing our strategy, to be announced
at Capital Markets Day on March 18, 2021.

On December 16, 2020, we shared further
information about Nokia's strategic
priorities and the market trends at the heart
of our strategic beliefs going forward.

Phase 1 of strategy review:
high-level strategic principles
and new operating model

On October 29, 2020, Nokia announced

the first phase of its new strategy, cutlining
high-level strategic chservations alongside

a new operating model designed to batter
position the company for changing markets
and align with custormer needs effective from
January 1, 2021,

Our industry is undergaing profaund changes.
Industrial automation and digitalization are
increasing custormer demand for critical
networks, with a trend towards open
interfacas, virtualization, and cloud native
software, This will revolutionize how we
design, deploy, manage and sell our products
and solutions. Our strategy renewal will ensure
we are well positioned to leverage these
trends, improve our performance and position
the campany for long-termvalue creation.

16

We anncunced that our strategy review had
yielded four observations to further build on:

m first, that technology leadership will be the
top priority;

® second, that the company’s current
customer hase, consisting of telco
operators and enterprises finduding
webscale companies), provides a solid
platform for value creation;

® third, that thereis a longer-term
opportunity to move into higher-value
"netwaork-as-a-service” business models;
and

® fourth, that end-to-end as a core strategic
idea will be replaced with a more focused
approach, with each of the company's new
business groups having a distinct role in the
overall strategy.

We also announced that fram lanuary 1, 2021
Mokia will have four business groups structured
around unique customner afferings, with
ownership for becoming one of the
technology and market leaders in their
respective sector. They will also need to
dermonstrate a clear route for delivering
sharehaolder value with return on capital
employed as a key metric.

Qur goal is to better align with the needs of
our customers, and through that increase
accountability, reduce complexity and impraove
cost-efficiency. Going forward, we willhave a
more rigorous approach to capital allocation
and willinvest ta win in those segments where
we choose to compete,
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The new business groups are:

® Mobile Metworks, which will include radio
access network and microwave radia link
products, related network management,
network planning and aptimization,
deployment and technical support services.
This business group will offer the ful
portfalio for customers wanting to buy
rmobile access networks. It will target
leadership in key technologies such as 56,
O-RAN and vRAMN. Tommi Litto was
appainted as President of this
business group.

u Network Infrastructure, which will include
IP Routing, Optical Networks and Fixed
Metworks, as well as Alcatel Submarine
Metworks business, currently reparted
under Group Common and DOther. This
business group will respond to the
ever-increasing demand for higher capacity,
greater reliability, faster speeds and lower
costs, Federico Guillén was appointed as
President of this business group.

u Cloud and Network Services, which
will include the existing Mokia Software
business [excluding Mobile Networks
network management), Nokia's enterprise
solutions, core netwark solutions including
bothvoice and packet core, and managed
and advanced services from its current
Glokal Services unit. This unit will alsc act
2= a Go-to-Market and delivery channel for
products from other business groups to
enterprise customers. Cloud and MNetwork
Services will target growth by leveraging the
industry transition to cloud-based delivery,
network -as-a-service business models, and
software- and services-led value creation.
Raghav Sahgal was appointed as President
of this business group.

u Nokia Technelogies, which will remain
largely unchanged, Jenni Lukander continues
as President of this business group.

Phase 2: mid-point update on
strategy and operating model
On December 16, 2020, Nokia pravided a
mid-point update on its strategy and
gperating model. We announced that Mokia
was aligning itself to deliver critical networks
to Communication Service Praviders {CSPs),
enterprises and webscales,
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Business overview

We synthesized our
strategy analysis into
six strategic beliefs:

1. Networks are playing an increasingly

important role in society. This is allowing
us to extend our focus to serving critical

networks beyond CSPs.

Critical networks are built based
on a best-of-breed approach with
network elements selected on

a best performance per Total Cost
of Ownership (TCO) basis.

Technology leadership underpins
momentum and financial returns
in critical networks.

Establishing technology leadership
in some segments requires us to
anticipate, shape and investin the
next technology window — where there
is no path, we will reassess segment
participation.

Gradually, value in critical networks
is migrating away from monolithic
systems towards silicon, software and
service, and will be captured through
different business models.

6. Sustained investment in long-term
innovation provides us with a platform
to take the long view.




Cur strategy
continued

‘W are positioning Nokia Lo leadin a world
facing big challenges: emaronmental issues,
resource scarciby, inequality and stalling
productivity. Technology will be an essential
part of the solution, with anincrease in
critical networks, which will extend to all
corners of sodety.

Critical networks are advanced networks thal
run rrission-crilical sarvices for companias
and socisties. Thay are becomingincraasingly
important and exlending to all corners of
society. This means that Nokia's addressable
markel for critical networks with CSPs,
webscales and enterprises is also extending.
Teo position ocurselves for long-termisuccess,
we heve defined three focus areas:

Secure technology leadership

Customers will take a best-of-breed approach
selecting network elerments from rmultiple
indivicual vendors who are able to offer the
besl performance per tolal cost of ownership.
Mokiais aiming Lo be the technology leader

in the areasit choosas 1o play in, We have

a strong posilion in tachnologies that are
important for crilical nelworks, such as open
andvirlualized rachic access networks and

we are on course for a 100% cloud-native
soflware porticlio.

Build cloud software and network

services future

We see value in Critical nelworks gracually
shifting from ronolithic systerns to silicon,
software and services, This will increase the
importance of dloud-native and open
solutions andlead Lo more revenue being
captured through different businass models.
We are wall-positionad Lo bea a trusled parlnar
in tha industry transition o sollwara-lad
solutions and as-a-sarvice dalivery maodals,
as dermand for critical networks accelerates.
Based on cur leading Common Sollwara
Foundaticn, Nokiais aleadar in doud-native
software including 5G Core, Digital Operations,
Monetization, Securily, and Analytics/Al We
are the first Lo deploy a software porticlio this
broad on any cloud, leveraging our modular
technology framawork. We are experienced

in creating both carrier-gradea performance
nelworks and working with tha world's most
demanding webscales. We will continua
building our capabilities in this area Lo ensure
lechnology and markel leadership.

Strengthen our long-term research

and patent portfolio

Continuing to strengthen Nokias long-term
research and gobal patent portfolic s a key
element in securing technology leadership.
We are airming for leadershipin all domains:
innowvation, product, patents, and
stancarcization. Cormmitling Lo long-lerm
inveslment in research and innowvaticn

will allow us Lo anticipate and capitalize

on incustry changes and position usat the
front of the pack when new lechnology
wincows open.

With these as focus areas we will invest in
a besl-of-braed port folic.

Our renawed operating model is designed (o
enable the delivery of cur strategic ambiticns,
with &lean corporate center enabling fully
accouniable business groups.

The third phase of the strategy update,
with detailed business group strategies,

will take place on Capital Markets Day on
March 18, 2021.
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Our history

Qur
istory

Few companies have Nokia's storied capacity
for transformation, for the development of
new technologies and for the ability to adapt
to shifts in market conditions,

Fromits beginning in 1865 as a single paper
rmill operation, Nokia has found and nurtured
success in several sectors over the years,
including cables, paper products, rubber
boots and tires, mobile devices and
telecommunications infrastructure equipment.

Mokia's sectar-by-sector success over the
years has mirrored its gecgraphical rise:
from a Finnish-focused company until the
1980s with a growing Mordic and Eurapean
presence; to a genuine European company
in the early 1990s; and with cur acquisitions
of Alcatel-Lucent, Gainspead, Deepfield

and Comptel in the 2070s, to a truly

global comparny.

Mokia has been producing telecommunications
equipment since the 1880s - almost since
telephony began.
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A storied past

When Finnish engineer Fredrik ldestam set up
his initial woad pulp millin Southern Finland
in 1865, he took the first step inlaying the
foundations for Mokia's capacity to innovate
and seize oppaortunities. Sensing a growing
demand for wood pulp products, Idestam
opened a second mill shartly after on the
Mokianvirta River, inspiring him to name his
company Mokia AB.

Idestam’s sense of endeavor would continue
to prevail throughout Nekia's various phases.

In the 1960s, Nokia became a conglomerate
comprising rubber, cable, farestry, electronics
and power-generation businesses, resulting
from the merger between Idestam's Nokia AB
and a phone and power cable producer called
Finnish Cable Works Ltd. foundedin 1912,
aswell as other businesses.

Transforming anew

It was not long before transformation would
oCCUr again.

Deregulation of the European
telecommunications industry in the
1980s triggered new thinking and fresh
business models.

Busingss overview

In 1982, Nokia intraduced both the first fully
digital local telephone exchange in Europe
and the waorld's first car phone for the Mordic
Maobile Telephone analog standard, The
breakthrough of GSM [Global System for
Mabile Communicationsl in the 1980s
introduced more efficient use of radio
frequencies and higher-quality sound. The
first GSM call was made with a Mokia phone
over the Nokia-built network of a Finnish
operatar called Radiclinjain 1991.

It was around this time that Mokia

rmade the strategic decision to make
telecommunications and mohile phones

our core business. Qur other businesses,
induding aluminum, cables, chemicals, paper,
rubber, power generation and television,
were subsequently divested,

By 1998, Nokia was the world leader in
makbile phones, a position it enjoyed far
more than a decade.

And still the business and technology worlds
would continue to evelve, as would Nokia.

A shifting industry

In 2007, Nokia combined its telecoms
infrastructure gperations with those of
Siemens to create the NSN joint venture. We
later bought Siemens’ stake in NSN in 20713 as
the business was emerging fram a successful
strategy shift and the reality of the Fourth
Industrial Revolution of connected devices,
sensors and people was starting to take shape.




Our history
continued

“Nokia's long h

In 20711, we joined with Microsoft to
strengthen aur position in the highly
competitive smartphone market, which in
2074 rasulted inthe sale of our Devices &
Services husiness. Nokia emerged from the
transaction with a firm financial footing and
three strong businesses - Nokia Metworks,
HERE and Mokia Technologies - focused

on connecting things and people.

But Makia's transformation was not complete,
Our former HERE digital mapping and location
sarvices business, an arena we entered in
2006, had been a key pillar of Nokia's
operational perfarmance. However, following
a strategic review of the business by the Board
in light of plans ta acquire Alcatel-Lucent,
Mokia decided to sell the HERE business

in 2015.

story

is marked by change

and re

nvention. ”

Acauisition of Alcatel-Lucent
and beyand

The acquisition of Alcatel-Lucent, completed
in 2016, positions Nokia as an innovation
leader in next-generation technology and
services.

Our reputation as an innovation powerhouse
has been bolstered by the addition of Bell
Labs, now known as Mokia Bell Labs. It joined
a future-focused business backed by tens

of thousands of engineers and thousands

of patent families, a reflection of Mokia's
innovation pedigree, which has produced an
extensive array of benefits for consumers,
businesses and society as a whole,

This acquisition helped us shape the
connectivity and digitalization revolution
before us - the Fourth Industrial Revolution -
in which billions of people, devices and
sensors are cannected in a way that cpens
up a world of possibilities. These can

make our planet safer, cleaner, healthier,
more sustainable, maore efficdent and

more productive.

This Fourth Industrial Revolution will require
high-perfarmance networks powered by 5G
that will provide connectivity throughout the
landscape. 5G will enable a wireless Internet
of Things flaTl, helping to automata any
physical business processes in verticals
such as manufacturing, transpart, logistics,
smart dties, utilities, tele-meadicine and
emvironmental management.

Mokia taday is at the forefront of the

56 evolution thraugh our technology
innovations, including 3 500 5G patent
farnilies, and we continue to drive open
interfaces, virtualization and cloud-native
software, We partner with communication
service providers {CSPs), enterprise
customers and webscales,

Makia's long history is marked by change

and reinvention. We have always bean excited
by where technalogy will lead us as we seek

to enable the human possibilities of a
connected world. We will continue to innovate,
reimagining how technology works for us
discreetly while blending into, and enriching,
cur daily lives.
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By criving lomorrow's innovation while
delivering teday’s technology, we help make
businesses more productive, environments
deaner, workplaces safer, economies stronger
and enrich people's ives. Qur long-standing
commilmeant Lo innovation enables our
customers Lo daliver extracrdinary,
transformalive axpariences, Working
alongside communicalion service provicars
IC5Ps] and anterprise customers across
industries and around the world, we are
building the future technologies that will
make Industry 4.0a reality and enhance
wirtually every aspect of life.

Research and development

Our research and development (RRD)

efforts are led by our business groups and
by Mokia Bell Labs, the world-renowned
inclustrial research arm of MNokia. As one of the
industry’s leading investors in communication
technology RAD, we drive innovation across
acomprahensive porticlio ol network
enuiprment, software, services and licensing
oppor tunities across the globe. Our
continuouws product development in 5G,
private wireless, inteligent analytics and
aulomalion, loT, and next-generalion
software-defined networks enables cur
custormers Lo address the needs of a digitally
connected world.

We have a plobal network of RAD centers,
each with individual technology and
compelence specialties. The main RAD
centers are localedin Belgiurm, Canada, China,
Finland, France, Germany, Greace, Hungary,
India, Italy, Japan, Poland, Portugal, Romania,
Slowakia, the UK and the US. The ecosysterms
around each RAD center helps us Lo connect

-
i’ with experls ona gobal scale, and our
ﬁL ‘ L J_  B&D networkis further complemented by
R sif - cooperation with universities and other
o, S Teleme siw - Y research facilities. In Belgum, China, Finland,
' France, Cermany and the US, we have
sgnificant Nokia Bell Labs research activilies
wheara wa are conducling disrupliva rasearch
for the next phase of human axistence.

4
Aresearch and development engineer perfarming
5G testing in our Oulu [ab.
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Innovation
continued

The world-renowned industrial
research and innovation arm

of Nokia

Mokia Bell Laks has invanted many
foundational technologies that underpin
information and communications networks
and all digital devices and systems. The MNokia
Bell Labs innovation engine accelerales
technology developrment for Mokia's core
communication service provider and
enterprise businesses while aso researching
the fundamental technologies that will
shape futura society. Over its more than
S0-year history, Nokia Bell Labs research
breaklhroughs have produced nine Nobel
Prizes, four Turing Awards and numerous
olhar international awards.

Wi th Nokia Bell Labs, we search for the
fundamental lirmits of what is possible,
rather than being constrainad by the current
state of the art.

We look to the future to understand essential
human needs and the potentia barners ©
enabling this new human existence. We then

use our unigue diversity of research intellects,

cisciplings and perspectives o solve key
problams Lhrough disruptive inncvations
wilh Lhe power Lo enable naw econcmic
capabilities, societal behaviors, business
modes and types of services = in other words,

we drive human and lechnological revolutions.

Mokia Bell Labs focuses on thres core areas
of innovation:

® Palents & slandards leadsrship: Nokia Bell
Labs funnels a conlinuous stream of
innowation into Molia's intellectual property
portfolio. In addition Lo using these
innowvalions Lo create building blocks for
MNokia products, they are alsoa significant
source of patent licensing revenue,

Equally significantis Mokia Bell Labs” active
leadershipin establishing communicalion
technology standards through global
standards-selling bodies, Our workin this
area accelerates innovation and drives
intaroperakilily, expanding the possikilities
for communicalion service prowicars,
industrials and consumers in the 5G ara.

Disruptive research leadership:

Fundarmenlal research underpins Mokia Bell
Labs’ mission o innovate the technologies
and make the discoveries that improve
hrrian existence. OQur research has laid the
foundations for the digital world we live

in through the software that powersit and
the communications networks that connecl
it. Today, Nokia Bell Labs research follows
rriany diversa trajeclories bul with a
cormmon goal: devise tha lachnologias
Lhat will have the most suslained impact
on the service providers, enlerprisas and
theindustries Mokia serves.

Technclogy architec ture leadarship: Mokia
Bell Labsis creating the next technclogical
architecture for the industry. Thisindudes
building and demonstrating the power of
searmless nelwork and service orchestration
across Mokia's comprehensive procuct
portiolio, which will be critical for the
rmassivaly scalable networks of the future,
Ball Labs Consulting laads custormer
engagemant around fulure technology
architeclure, providing independant advice
o sarvice providars, enlerprises ancd
industries, while our Future X Labs showcase
the possibiities of the evolving archibec buras.
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¥
Mokia was selected by N o build the
first ever cellular network on the Moon.




Innovation
continued

P

2020 highlights

B Mokia declared mare than 3 500 patent
families as essential for the 5G standard,
reflecting its continuing leadership and
strong momentum in cellular technology
RE&D and standardization, driven largely
by foundational 5G commercial
technologies invented by Nokia Bell Labs.

® Tao provide faster realization of 56G
strategies and services, Nokia Bell Labs
launched a certification program to help
industry professionals realize the full
business potential of end-to-end 56
networks. The Nokia Bell Labs End-to-End
56 Certification Program is a
first-of-its-kind program that offers
professionals in communication service
pravicers and enterprises two levels of
certification - Associate and Professional
- that deliver essential knowledge
cavering everything from the basics
of 5G networks to professional level
planning and design.

® To support the higher capacity needs of
56 netwarks with fiber aptics, Nokia Bell
Labs announced that its researchers set
the world record for the highest single
carrier bitrate at 1.52 Terabits per
second [Thit/s) over 80 km of standard
single mode fiber - four times the
market’s current state-of-the-art of
approxirnately 400 Gigabits per second.

B NASA selected Nokia and Nokia Bell Labs'
picneering innovations to build and
deploy the first ultra-compact,
low-power, space-hardened, end-to-end
LTE solution an the lunar surface in late
2022. The network aims to provide critical
communication capabilities for many
differant data transmission applications
vital tolong-term human presence on the
lunar surface.

B Nokia Bell Labs has worked with Alex
Thomson Racing to adapt existing and
develop new connectivity and sensory
technologies to optimize and improve the
performance of Alex Thomson and his
racing yacht for the Vendée Globe -3
24 000-mile, solo, non-stop, unassisted
race around the world. The partnership
optimizes the human performance of
Alex Thomsaon while discovering and
creating technologies for the 5G era
that can enhance industrial loT and
mission-critical networks so that they can
operate in harsh physical ervironments.

®m Nokia Bell Labs began 6G research and
published the first white paper on the
communication and technologies needed
in the 68Gera, presenting it at multiple
industry symposiums and forums.

B Bell Labs consulting published the
‘New Collar' white paper, a study that
analyzed different US industry sectors
and job classes to determine that digital
transformation and industrial automation
results in a new type of worker. The study
also found that the COVID-19 crisis
triggered an acceleration of digital
transformation across nearly all
industries in the world and highlighted
the impact on future labor markets.

m Bell Labs consulting released findings
as part of the 5G Business Readiness
Report, a landmark report from Mokia,
that found that 5G-enabled industries
have the potential to add $8 trillion to
the giobal GDP by 2030

B Nokia Bell Labs received the 2020
Technology & Engineering Emmy® Award
for pioneering work on the charge-coupled
device [CCD, the digital image sensars
embedded innearly every smartphone
and digital camera in the world. The
CCD was crucial in the development of
television, allowing images to be captured
digitally for recarding transmission.

B Nokia Bell Labs' "Experiments in Arts and
Technology” lab collaborated with the
Finnish Mational Opera and Ballet on
'‘Opera Beyond', a project that explores
the opportunities for emerging
technologies to help evelve the
performing arts in Finland.

m Mokia won the SCTE-ISBE Chairmen's
Advanced Technology Award for
contributions to the Cable 10G initiative
based on Mokia Bell Labs' pioneering
innovations in 10G cable systems,
incduding novel scheduling methods
and the move towards full duplex 106G
systems with extended spectrumin
DOCSIS® 4.0,

m Nokia Bell Labs contributed its technical
expertise in robot orchestration, robot
network controller and human-robot
interaction to aid research and promote
socially relevant use cases as part of the
Mokia Centre of Excellence for Netwaorked
Robotics collaboration with the Indian
Institute of Science.

{1) Source: Mokia, 5G Business Readiness Report.
October 2020
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Sales ano
Marketing

During 2020, customers of Networks fell
mainly inta two broad categories. The primary
customer group consisted of communication
service providers [CSPs), while enterprise
customers represented another, relatively
fast-growing, area.

Our Custorner Operations [COJ organization
was, throughout 2020, the primary interface
to aur CSF customers, with CO Americas
focusing on our Morth America and Latin
America markets, while CO EMEA & APAC

held respansibility for our Asia Padfic,
Europe, Greater China and Middle East

& Africa markets. Active in around 120
countries, CO ensured, throughout 2020,
that aur custamers were able to benefit fram
dedicated management attenticn and cur
teamns' deep understanding of local markets.
Our strong customer relationships were
supported by a regional and country-based
approach and by customer teams, which have
for a long time been- and continue today to
be - the face of Mokia to our CSP customers.
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In addition to sales, CO was - throughaut
2020 - responsible for much of our project
delivery, ensuring strong alignment between
our customer-facing sales and delivery teams
in each account. Our “One CDM" {customer
delivery manager) model provided a strong
cauntarpart to our sales-focused customer
team setup, ensuring that customers havea
seamless experience when working with Mokia,

Enterprise custormers were in focus for

Makia and continue to grow in importance.
Throughout 2020, enterprise customers were
served by a dedicated sales force with a global
presence, selling to enterprise customer
groups - including transportation, energy,
manufacturing and logistics, governments
and webscale businesses - bath directly

and through channel partners (including
system integrators, consulting companies,
distributors and value-added resellers).

The CO arganization also worked very clasely
throughout the year with Mokia Software to
ensure the right level of customer facus and
expertise inthis crucial area, and with Mokia
Enter prise to make sure we could efficently
serve both our CSP and enterprise customers,
Mokia's innovative “Service Provider as a
Partner” sales approach - in which we work

in partnership with operatars to address
customersin the enterprise space, continues
to be a successful route to market for CSPs
aswell as for Mokia,
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Business groups

Mobile

Market overview

The primary market for our Mobile Netwarks
business group includes technalogies far
Radio Access Networks [RAM) i.e. mobile
access as well as Microwave Radio Links
{MWRI for transport networks, Mobile access
encompasses RAN technologies ranging from
2G/G5M ta 5G/NR in licensed and unlicensed
spectrum for both macro and small cell
deployments. On October 29, 2020, as part
of our new operating model, we announced
that as of January 1, 202 1 it was planned

far Mabile Metworks to have a wider remit,
including RAM and MWR products, assocated
network management solutions, as well as
network planning and optimization, network
deployment and technical support services.

Business overview and
organization

In Mabile Networks gur goalis tobe a
technology leader in SG/NR, Single RAN
(2G/3IG/ 4G/ 5G) and MWR and provide the
pest value to our customers as they evalve
their networks. We continue to develop our
5G/MR portfolic according to the latest 3GPP
specifications, we have dedared more than

3 500 patent families as essential for 5G, and
are proud of the number of industry firsts
that we have achieved. In January 2020, an
independent analytics firm, IPlytics GmbH,
ranked Mokia #2 for ownership of granted

5 patents declared in at least one office,
and anindependent study by the consultancy
company PA Consulting concluded that Mokia
was #1 for ownership of granted patents that
the researchers found essential to the 56
standard. We see a strong appetite for 5G
across mobile markets, and we are the only
mabile network vendor warking with all the
major aperators in the world's most advanced
miarkats in the U5, South Korea and Japan.
We are also providing 5G technology in China.

We have a large global installed base in
2G/3G/4G that is providing us with the
platform for success in 5G, We have more
than 360 customersin 4G/LTE and a robust
AirScale platform for Single RAN, which can be
upgraded from 4G/LTE to SG/MR. We built our
AirScale portfolic and small cells, software and
%

Networks

microwave transport solutions to work across
all generations of technelogy and all relevant
spactrum bands for efficient, simplified and
optimized sites for our customers. In June
2020, we announced 56 AirScale Cloud RAN
in vRAN 2.0 configuration, with full baseband
in cloudincluding Virtualized Centralized Unit
wCU) and Virtualized Distributed Unit (vDU), In
July 2020, we announced the addition of new
open interfaces that would be built on top of
aur AirScale portfolia with a suite of O-RAN-
defined interfaces expectedin 2021,

This broad technalogy portfalio allows us

te help our customers evolve to and launch
5G/MR networks, Mokia was involved inmore
than 188 5G/MR commercial engagementsin
2020, with the tatal number of 5G commercial
deals at 139 at the end of 2020 A total of

&4 of those 5G networks were ivein 2020

in Asia Pacific, China, the US, Europe, Middle
East and Africa. At the end of 2020, we also
include within our 139 5G commerdial deals
19 public 5G deals with enterprise customers
beyond Communication Service Providers
[CSP), including the world's first 5G-based
network for automated rail operation with
Deutsche Bahnin Germany. We have delivered
five million 5G/MR software upgradable radios,
and we have delivered 5G/MR commercial
networks in 630MHz, 700MHz, 800MHz,
850MHz, 2.5GHz {TOD), 3.5GHz, 26 GHz,
280GHz and 39GHz. We have launched
commercially 5G/MR vRAN 1.0 which involves
Cloud RAN for 5G/MR with a virtualized
Centralized Unit (vCU). We have activated

4G/ 5G DSS (Dynamic Spectrum Sharing) and
56 Stand-Alone {SA) in commercial netwaorks,
including in T-Mabile US - the world's first
nationwide 5G 5A network.

Competition

The RAN market is a highly consolidated
market, and our main competitors are Huawei,
Ericsson and Samsung, Smaller competitors
include ZTE, Fujitsu, NEC, Altiostar, Mavenir,
Parallel Wiraless, JMA Wireless, KMW,
Commscape, MTI, and Airspan, for example.
The Microwave Radio Links market is more
fragmented. There, besides Huawei and
Ericsson, our key competitors include,

for example, Ceragon, NEC and Aviat.

2020 highlights

At the end of 2020, we had 139
commercial 5G deals, and we had
launched 44 5G networks,

We delivered 5G/MR commercial
networks in 600MHz, 700MHz,
2800MHz, 850MHz, 2.5GHz ITDD),
3.50GHz, 26GHz, 28GHz and 39GHz.

Our combined 4G/LTE and 5G/NR.
market share excluding China was
approximately 2 7% to 28%.

We expanded our AirScale portfalio
with a Dynamic Spectrum Sharing
(D55) software upgrade for existing
Mokia AirScale base stations.

We had 260 private wiraless customers
and 19 publicly announced private
5G wireless customers.

m Mokia launched the warld's first

automated 4G/5G network slicing
within RAN, transport and core
dornains.

We announced the next-generation
56 AirScale Cloud RAN solution based
onvRAN 2.0, with general availability
expected in 2021.

We announced the world's first 5G
liquid cooling deployment with Elisa.
Our liquid-cooled 5G AirScale Base
Station allows operators to cut their
BTS site energy expenses by 30% and
C0; emissions by §0%.

We announced an initial set of O-RAN
functionalities with a full suite of
O-RAN-defined interfaces expected
in2021.

Nokia, Elisa and Qualcomm achieved
the world's fastest 5G speeds on a
commercial 26 GHz network in Finland
by delivering 8 Gops for the first time
serving two 5G mmWave devices
connected simultaneously.

Dell'Oro Graup, an industry analyst
company, outlined in their Q3/2020
Microwave Transmission report

that Mokia was one of only three
vendors [with Aviat and Huawei)

who outperformed the market and
increased their market share. Nokia's
share of the new E-Band market [5G
wireless backhaull sharply increased
by eight percentage points.

Customers can visit our usability lab in Qulu,
Finland to experience our technology.

MOKA M 2020




Business averview

NOKIIMN 2020 7




Business groups
continued

Market overview

Mokia deploys, suppor s and operates
communication service provicers” (CSP) and
anterprise networks. Thisincludes network
infrastructure services and professional
services for mobile networks and managed
oparations for fixed, mobila, IP and optical
dormains. In adcition, new growth areas are
network cognitive servicas and analylics,
deploying and operating networks in public
sector, enargy and transport markels and
introduding new business models for C5Ps,

such as our Werldwide o T MNetwork Grid (WING).

Business overview
and organization

Mokia's servicas, solutions and multi-vendor
capabilities guide CSPs in thair digjtal
transformation journey andhalp navigate
through the evolving technology landscape,
nietwork cormplexity and data growlh.

We work with C5Ps o improve end-user
expeneance while providing supporl in day-
lo-day network planning, implemeantation,
operations and maintenanca,

The offering, which was part of the Global
Services businass groupin 2020, allows
Mokia to differentiale in the SG market while
helping C5Ps pricritize their 3Ginvestmenls
and bring 5G-based sarvices o the market
faster. Nokia 5G digilal servicas portlolio
helps C5Ps assess the techmical choices and
chesign and deploy end-lo-end 56 nalweorks
that meel the needs of diverse 5G use cases
such as cloud garring, connec ted cars and
autonomous faclory robots.

A key focus areain Global Services is
empowering CSPs Lo transform to digital
service proviclers, supported by a digital
architecture for the fulllifecycle of network
design, deployment, operalions and lechnical
support - lor bolh legacy and cloud-based
nietworks. The Mokia 8VA cognilive use casas
provide advanced &l andanalylics as wellasa
common datalake o helpboost nelwork

per formance, operational efficiency and
custormer experience. We also help diglal

service proviclers Lo seize the possibilities of
Internet of Things iloT) and enler new markels
wsing Nokia Worldwide loT Ne twork Grid
{WING), which provides searmlass connectivity
across gacgraphical bordars and technelogies.
We enable our customers Lo enter naw
miarkel s rapidly and with low risk through
pay-as-you-grow or revenue share models.

Enterpriseisa stralegic growth area for Nokia.
In 2020, Global Servicas was focused on
enabling the dgitalization of asset-intensive
industries with connectivity-driven services
anddigtal automation solutions. Qur new
digital service framework shorlens sales
cycles and drives rapid, repeatable service
delivery helping our enterprise customers

Lo minimize complexity. We daploy privale
broadband nalworks Lo accalarate the
digitalization ol industrias, anakling highar
productivity, operational efficiency and
incraased worker and assel safely. Our global
expertisein managed services enables our
enterprise caustomers Lo reap the benefits

of operational transformation, managed
security and network operations support for
their nawP/MPLS and mission-crilical private
LTE networks.

I Y

Qur services teams arcund the world enable
OUr CUSTOMErs to maximize the potential
oftheir networks.

Competition

Inamarkal segmant thal combines products
and servicas as wall as managed servicas,
Mokiacormpeales against tracilional network
equiprment providaers such as Ericsson and
Huawei, while lor the service-led businesses
suchas cognitive, loT and enterprise services,
we see other competitors such as Cisco, HPE,
andIBM emerging.

MoK IN 2020




2020 highlights

Mokia digitaized 100% of global
SGnetwork deplovments, enakling
customers to benefit from a faster,
rmiore sustainable and higher- quality
network deploymeant process.

Global Services launched the Mckia

BV Quality of Experience (QcE) at the
Eclge sarvice which enables artificial
intalligance Lo be deployed at the ecgs,
allowing real-lime automated actions o
improve customer experiance, and Nokia
A8 SG Cognitive Operations which uses Al
toinform netwerk slice creation and help
C5Ps comply with cormmitted service level
agreements (SLAS) for massively scaled
SGnetworks and enterprise services.

MokiaWING, a rmanaged service for
global loT deployments that provides
seamless connectivily across gecgraphical
berders and technologies, saw
continuad momenturm with US Callular,

Smiar t Philippines, China Mobile 10T,
Vodafone India and Telecom Argenting,
and conlinued par tnership with ATAT.
MNokia dso upgraded the WING service
with 5Gand Edge capability to enable
operators Lo offer 56 loT services fasler
and cosl-affectively.

® GlobalData, anindustry analyst comparny,
rated Mokiaas ‘Leadear’ in managead
servicas for the second conseculive year,
a lestimony Lo cur advanced cparations
capabilities. In managed services, Nokia
announced agreements with Raku ten
Mobile toimplemeant & ‘zero louch®
operational environrment for 4G and 5G
services and with A1 Austria on all existing
and new private LTE and 5G enterprise
campus network deployments, We aso
intreduced cognilive operaticns Lo enabla
C5Ps to transiorm their nelwork and
servicas oparations though exlrama
aulomalion enabled by Al

Business averview

B |n Enterprise Services, Nokia introduced
four private wireless connectivity segment
solutions for connected mining, private
wirgless for ports and airports, and train
Lo ground. MNokia also announced
agreements with Grand Paris Express
France , Area X0, Canacla, Vae Brazil,
Morcat Canaca, BV Singapore, Amearean
USA, PGE Systerry Poland, among others
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Market overview

The primary market of Fixed Netwaorks (FMis
the communication service providers (CSP). FN
has been diversifying outside the CSP market
into new segments such as new infrastructure
whaolesalers and enterprises. FN's mission is to
provide affordable ultrabroadband solutions
to connect more pecple, sooner. FM builds
solutions that deliver hundreds of megabits
or even gigabit broadband to homes, small
businesses and cell sites, and sustain that
gigabit experience into every cormer of the
home using mesh Wi-Fi solutions, Fiber-ta-
the-home {(FTTH) is now established as the
main solution but other fiber-rich accass
technologies, such as fixed wireless access
[Fwa) and xDSL upgrades, continue to be an
attractive complement. The key to making
the universal “gigabit to the home" business
case wark - connect more people, sooner -is
to select the right tool from a broad toalkit,
Inthe 5G era, FN's FWA and the reuse of FTTH
for connecting denser 5G cells site grid are
seeing significant traction.

Business overview
and organization

The Fixed Networks focus is based onthree
pillars: finer-based access infrastructure to
bring a gigabit to every home, business and
56 cell site; Wi-Fi solutions to bring a gigabit
into the home; and cloud/virtuzlization
salutians to automate and simplify the
network. Innovation and thought leadership
are a cornerstone of all three areas.

The first pillar of the strategy is about
offering the right technology mix to deliver
gigabit access to more people, everywhere. It
includes fiber, fixed wireless access, and xDSL
upgrades, and we have a top three pasition
in every market we serve, Nokia is a leader in
fiber access with maore than 270 customers.
In 2020, FN introduced the industry's first
25G PON technaology. FN remain a market
leader in copper technologies, such as VDSL
and G.fast and have taken a leading positionin
the burgeoning fixed wireless access market,
including 4G and 5G outdoor receivers

and 5G indoor gateways, with more than

4
Testing our 5G Wi-Fi mouter.
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85 customers and trials. Qur in-house
developed Quillion chipset ensures we
have best-in-class perfarmance across
our portfolio and caninnovate at pace.

The second pillar is about ensuring perfect
gigabit connectivity throughout the home.
Our Mokia WiFi partfolia includes mesh
Wi-Fi solutions to provide Wi-Fi coveragein
every corner of the building and advanced
cloud-based controllers that not only
manage and optimize Wi-Fi performance in a
single home but also between buildings and
across a network. In 2020, we were first to
market with a self-optimizing mesh Wi-Fi 6
solution, providing a superiar experience
for consumers, We have 45+ CSP references
for aur Nakia WiFi sclution.

As C5Ps continue to combine diffarent
technologies and deployment maodels, their
netwaorks become more complex. The third
pillar of the Fixed Netwarks strategy looks
at simplifying and automating operations,
with the cloud and virtualization playing

a key role. FN's Software-Defined Access
Metwork {SDAN) solution takes an open

and pragmatic approach, with concrete use
cases such as access network slicing, and

a smooth evolution path for the installed
base, Advances in FN's SDAM controller doud
platfarm, Altiplano, take CSPs a stap closer
to the autonomous network. There are now
more than 250 SDAN-ready deployments,

Underpinning these three pillars is FM's
market-leading services that provide CSPs
with smart and efficient ways to transform
their networks, adopt new technologies
and operate their networks. FM has more
tham 75 network transformation projects
to its name and 30+ multi-vendor
maintenance contracts.

Competition

The competitive landscape in fixed access for
C5Ps has two major key players, Nokia and
Huawei. ZTE follows in third position. Despite
the dominant position in Ching held by these
two Chinese players, Mokia holds & #2 position
worldwide, particularly strong in optical line
termination (OLT), with 3 7% market share

Busingss overview

in the 12 months rolling pericd endingin
June 2020. Smaller players, such as Calix and
Adtran, are relevant in Morth America and
Fiberhome in China but have limited footprint
worldwide, with an estimated market share
below 10% and no comparable breadth of
portfolio, Mokiais the only major vendor

with a trustworthy market-leading position

in every territory.

2020 highlights

m Nokia continues to be a market leader
in fiber and fiber extensians (DSL
upgrades such as VDSL, G.fast) and has
become a leader in the new 5 fixed
wireless access segment. We are the
only vendor with a leading market
share in all regions worldwide, and
the only Western supplier in China.

B 2020 saw Fixed Networks launch two
industry-first solutions: 25G POM
enables CSPs to converge home
broadband, business services, and
5G mobile transport an a single PON;
self-optimizing Wi-Fi 6 brings
high-perfarmance gigabit Wi-Fi
to every corner of the home.

m Qur three-pillar strategy is paying off
and 2020 saw growth in core solutions
aswell as new technologies such as
whiole-home Wi-Fi, fixed wireless
access and virtualization. Notable
project announcements in 2020
include: Vadacarn South Africa (PWAL
Openreach and Vivacom Bulgaria
IXGS-PON); NetCologne; and Converge
ICT (SDAN.

B Mokia, along with ADI, Chorus,
Chunghwa Telecomn, Ciena, MACOM,
MaxLinear, MBN Co., Sumitoma
Electric Industries, Ltd., and Tibit
Communications, has established
a multi-scurce agreement [MSA)
to promote and accelerate the
development of 25G POM, an
important next-generation technology
that supports emerging 5G and
industrial demands.
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Market overview

CSP networks are under tremendous pressure
from cloud-based apphcations, ultra-
broadband evolution and emerging Industry
4.0 applications and services. Our IP and
oplical networking solutions recuce time o
rmiarket and risk as CSPs launch naw consumer,
mebile and enterprise servicas, rapiclly

seale tharm Lo mael surging demands, and
continually add new feal ures and funclions.
Cur insighl-driven network autlomation
sclutions hdp Lo further ensure that network
servicesare delivered with consistent quaity,
reliabili by and securily and that restorative
actions are automatically initiated when any
parameter vanes bayond set limits. Overall,
our comprahensive porliclio enables C5Ps

Lo build and operate aulomaltad, secure, and
high-perforrmance nelworks al massive scala.

Thase carrier-grads, rmission-critical
allributes aleo addrass Lha needs of - and
are valugd by - other customer segments
incloding wekscale companias anc
anterprises. In tha anterprise segrment, we
address wrlicalsinduding transport, energy
and the public seclor as well s healthcare,
finance and retail enterprises leveraging
similar solution sels augmented with
purpesa-built capabilities.

Business overview
and crganization

Our IR Oplical Malwerks business group
provides the high-performance and massively
scalable nelworks that underpin the cigital
world's dynamic interconnectivi ty, Our
portfolio of robust and innovative systerms,
software and services play across mulliple
domains including IP routing and switching,
oplical networking and network aulomaltion.

The IPfOptical Metworks praduct por tfolio
inchodas:

® P rouling solutions for aggregation, edge,
core, data cenler andinternel paering
applications;

et

® |Pservice gateways for residential, business,
mokile and Industrial loT services and
unigue hybrid solutions enabling converped
servica delivery;

® P petwork intelligence, anaytics and
distributed denial of sarvice (DDoS)
securily soluticns;

® gplical nelworking solulions including
coherant eplical lranspendars, OTN
[Optical Transpor t Nalwerk) swilching
and transpor b, WDM [Wavelength-Division
Multiplesing), ROADMs (Reconfigurakle
Optica Acd-Drop Mulliplexer), and optical
line systems for metro access and
apgregation, data centerinterconneaction,
longhaul and subsea applications;

B network automation platforms that analyze,
control and manage rmulti-vendor IP and
optical networks:

® dalacenter automation and
software-definad WAN solulions Lhat
configure nalwork conneclivity ameng
clewds and Lo any enlarprise branch
office with the ease and eflficiency of
clowd compu te; and

® anexlensive por tfolic of profaessional
services Lo accelerate the benefits of
integrating new technologies o ransform
networks and leverage the latest
innovationsin SOM, wirtualization and
programmable P and optical networks.

Competition

Our competitive landscape in this space
inclucles Cisco, Juniper Networks, Huawei,
andCiena,

r
Cur data centers support critical networks.
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2020 highlights

m pokiaredelined dala cenler fabrics
with the launch of a new and modearn
Metwork Operating System INOS) an
& declarative, intent-based automation
and operations toolkit, allowing cloud and
data center builders Lo scale and adapt
operations brought on from technology
shifts such as 5GandIndustry 4.0, Apple
isan aarly adoplar of the innowvative
technelegy, deploying the solution within
its cloud operations inils data canters.

8 hokialaunched its WavaFabric Elemants
portiolic of pholonic chips, davices and
subsyslems, includingits fifth ganaralicn
coherant digital signal processor family,
the Photonic Service Engine v (PSE-V).
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m Nokiaintroduced new capabilities Lo
au bormate 4 G5 Gnatwork slicing across
the BAN, transport and core domains,
including new functicnalities toits
Metwork Services Platform (INSP) Lo
enable it to play a key role in transport
andcore shcing.

Rakuten Mobile selected the Mokia 1230
Photonic Service Switch to power its
reconfigurable photonic mesh mobile
backhaul network. Nokia's cutling-adae
cohearent and oplical componenl
technologies will enable Rakuten Mobile
Lo flexibly grow its nelwork bandwidth for
the rapid rollout of 4G and SG services.
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Business averview

B Equiniz daployed anew Mokia lP/MPLS
network infrastructure Lo support its
global interconnection services. This
enatdes Equinix to consclidate into one,
efficient webscale infrastructure to
provide FP4 -powered connectivily to
all clata centers - laying the groun chwork
for customers to deploy 5G nalworks
and sarvices,

m [ISH Melwork salected Mokias
cloud-native, standalone core soltware
products to halp it build the most
achancad, disrupliva, lully-automated,
cloud-native 5G nalwork in tha LS.

The agreament incluces subscriber data
management, device management,
packel core, vonce and data core,

as well as integration services,

33
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Nokia

Software

Market overview

Mokia Software holds the #1 position in the
telecoms software market™.

Its market is driven by large-scale service
and network operations automation; digital
business transformation; and the shift to
4G and the doud. The business also saw an
increase in operator demand to optimize
and secure their networks ta cope with

the communications shifts of COVID-19,

Business overview
and organization

Built an Nakia's cloud-native Comman
Software Foundation {CSF), Nokia's multi-
vendor and multi-network scftware solutions
enrichand secure user experiences; automate
operations and infrastructure; and drive new
revenue streams and cost-efficiencies. Mokia's
CSF ensures our software solutions are easy
to deploy, integrate, use, scale and service,
Mokia was the first to build a cloud-native
software platform at scale in the telecoms
software market.

Mokia Software's business has two parts,
Applications and Core. Nokia Software
applications improve customer expeariences
with better intelligence, security, operations
and services. Mokia's core network solutions
span 5, mobile broadband, and loT; and
simplify operations and enable new services
and revenue streams.

Mokia Software's strategy is to focus
investments in the strategic areas of 5G,
automation, portfolic integration, and

digital innovation platforms. Investmentina
cloud-native CSF and our multi-vendor, multi-
network agnostic approach sets us apart

from most large competitors. Against smaller
players, Mokia has the advantage of global
delivery capabilities and a large installed base,
backed by a broad portfolic.

Competition and ecosystem

Makia's software competitors fall into two
main categories: independent software
vendars {ISVs) and netwark equipment
praviders {NEPs). The main ISV competitors
are Amdocs, Metcracker and Oracle. The
main NEP competitors are Huawei and
Ericsson, which sell software as part of large
infrastructure deals. In acdition, we see
increasing competition from niche,
boutigue software players.

| 3

Cur Digital Operations Center helps
network operators create dedicated
slices of their networks.

In the past year, “webscale” players such as
Amazon Web Services, Google Cloud Platform,
and Microzoft Azure have taken actions ta
increase their service offering to CSPs. These
developments will accelerate the move to
doud-native telacoms software, on which
Makia Software has geared its strategy, and
will open new possibilities for partnering with
these wehscale players,

While alsa this market segment faces some
pricing pressure, telecom software provides
significant long-term opportunity for vendors
that can drive technaology and operational
leadership and set the pace of transformation
in the industry,

Mokia's software business is #1 inapplications
and applications services by revenue,
according to Analysys Mason, and has

20-2 5% market share in core networks,
according to Nokia data.

1] Source: Analysys Mason, September 2020,
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2020 highlights

B We launched several cloud-native
software applications:

= Mokia Metwork Operations Master
Lo provide vendor-agnostic nelwork
management functionaities for
managng 56 networks;

- Mekia Assurance Center software
to automate network and service
operations by using machine learning
Lo help CEPs deliver service level
agreaments raquired for new
nelwork funclions;

- Mekia Experience Cenler software to
anable automated action pricritizalion
based on what is experienced by
Cuslomers;

- Digital Operations Cenler sofltware bo
give C5Ps new revenue-enhancing
cpportunities with an aulomated
platform that manages 56 dlice-based
services securaly; and

- Upgraded cognitive Self-Organizing
MNetworks sof tware to provide CSPs
with zero-touch operations for 96
and enabling real-lime solution
deployrments.

Business averview

Cowe saw conlinuad commercial
momenturnand innovalion. Industry
research group Global Data ranked MNokia's
Telecom Applications Server as "Leadear"
again and Mokia’s Session Border Conlroller
as "Very Strong™ in all categories.

Secured the #1 market share for
Self-Organizing Networks, according Lo
LightCounting.

Nokia Sollware’s technology leadarship
furtherad bolh cur Corg and Apps
deal-win rate andincreased their
foclprint in dozen s of new and/or exisling
customers, inducling:

- Rakuten selected Nokia's Core services,
Monetization and Digital Experience
solutions;

- DISH chose Mokia's cloud-nalive 5G
standalone Core sof tware Lo build the
operator's US 56 network with scale,
performance, and efficiancy;

- China Unicom awarded Nokia
approximately 10% share of the
operator's 56 core nelwork;

Singlel salected Mokia to collaborate on
developing and trialling G network
slicing capabilities, based on aNetwork
as aService (MNaaS) approach that
provicdes custormers with highly
customizable services;

- Optusselected Mokia to helpit provice
loT software solutions Lo Australian
mining utilitias and transportation
industrias;

- Airtel deployed Inclia's largast opan
cloud-based VoL TE nelwork with
MNekias ClewdBand Infrastructure
sollwara;

= Ooredoo Qatar rolled oul Nokia's
cloud-native 5G Core network sollwara
fior commercial 5G services; and

= Sunrise deployed Nokia's Converged
Charging sof tware Lo drive 56
monelization.

There was significant growlh in our
enterprise business (cutside of CSP
customers) driven, for example, by deals
with Highways England and Eltalab, a
Private SG CorefApps win in Austria with
Citycorn; and the first commercial win for
the Mekia Enterprise Vioice Corea solulion.
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Market overview

In 2020, Mokia continued to grow its
business with enterprise customers focusing
on two miain market needs - the need for
high-performance connectivity for hybrid
hyperscale clouds and the need for
mission-critical netwaorks in asset-intensive
industries. Driven by the cantinued growth
in doud adoption, our wehscale customers
continue to require high-performance cloud
connectivity. In 2020, we expanded our
market apportunity in high-performance
cloud connectivity portfalio with our data
center switching launch. We also enhanced our
private wireless portfolio, with the launch of
our 56 standalone capabilities and Modular
Private Wireless solutions.

QOur enterprise customers were highly
impacted by COVID-19. However, in
aggregate, our customers proved to be
resilient as they adapted to social distancing
and local health requirements, which
redefined the global workplace with remote
and autonomous workplaces. In addition,
global business value shifted towards
resilient global supply chains as well as the
prioritization of business continuity plans,
increasing the demand for mission-critical
networking, We continue to monitar the
ovarall market impact of the pandemic
across the enterprise segments we serve.

-nterprise

Makia continues to address the enterprise
market through a combination of direct sales
and service provider, system integrators,
incdustrial, direct and indirect reseller, and
distribution partners.

We bring our customers a lauded ethics track
record, and corporate values that instill
integrity and security, coupled with market
expertise tailorad to their individual needs,
Our comprehensive services portfolio wraps
our technology offars with deployment
assurance, ensuring our customers get
perfarmance, innovation and results fram the
solutions they've trusted us to mobilize in
their networks.

Business averview

and organization

Maokia has been serving entarprise clients for
decades. In that time, we have developed a
deep knowledge of the business requirements
of the segments we serve, We leverage this
long-developed expertise, to architect, build,
and deliver solutions to our customers and
aur partners’ end-customers, Those salutions
include innovative, high-performance,
carrier-grade wireless networks, fixed
networks, IP routing, optical networks, and
communication and security software. In
addition, we leverage our ecosystem of
partners to round out our sclutions in areas
where we do not participate broadly such as
devices, autanamaous guided vehicles, and
spectrum. We pre-integrate many of our
solutions and customize these towards
segment-specific requirements and a suite

of lifecycle services.

Our innovation roadmap is the Mokia Bell Labs
Future X for industries network architecture,
It provides a blueprint for industrial netwarks,
intelligently combining high-performance,
ubiquitous access with intelligent IP/optical
networks, and agile multi-cloud-enabled
solutions for industrial automation.
Analytics-driven digital value platforms and
business applications are tailored to the
unigque needs of each industry - with security
embedded at all levels of the architecture.

Our approach has been validated in the
rmarket with 1 545 mission-critical customers
and our private wireless solutions are used
by 260 customers globally,

Our Energy, Transportation, Government

and Cities, and Manufacturing and Logistics
customers continued to deploy mission-critical
connectivity and applications powered by
Industry 4.0 acceleration and the need to
connect, automate, manage, and control
critical imdustrial assets.

Transportation

Makia continues taexpand our market
penetration into railways, aviation, and
maritime segments. We deliver solutions
that improve workplace safety and effidency,
enable autonomous operations, and help
build better customer experiences. Our
solutions support railway signaling, air traffic
control critical communications, airport
communications, and connectivity as well as
effectively automating passenger screening
far health and safety. Mokia is well positioned
in the railway market as it transitions to

the 5G-enabled Future Railway Mokile
Communications Systemn, a new standard

far railway communications.

NOKIA M 2020




Energy

Mokia provides energy companies, including
power ulilities, rining, and oil and gas
companias, with private wirgless networks
that offer an afordable, agile, and secure way
le deliver improved automation Lo arange of
rrission-critical cperationsin remote and
harsh anvironmants, from wind farms Lo
offshore ol rigs, protecling lives, ensuring
business continuity, and incraasing
productivity. Qur sclutions have proved
essential during COVID-19 as we helped our
povear ulility custorners adapt Lo major
changes in grid usage - powering up field
hospitals, and balancing power distribulion
needs as usage shilted from cormmercial

Lo residential.

Government and cities

The Public Safety, Smart City, and National
Governrment segrments were influenced in
2020 by the response to COVD-19 and the
nead for broadband Lo support cilizens

wilh education and work in a remolte and
virtual erivironmant. Globally, we anticipate
an accalaration of Govarnmeant Driven
Broadband Ini iatives and digilal government
projects stermming from gaps in broadband
awail abilily, which have bacome essentia
today. Our cornmunity broadband solulions
help governmenis, state, provincial, local
agencies, and municipal power uliliies to
address inner-cily connectivily coverage gaps
and address rural broadband needs.

Business averview

Mokia's public safely solulions provide first
responders with real-time, broadband
mission-critical communications thal help
save lives and manage cnsis situations.

We also help design future-proof cities
powered by Lhe required connectivity
infrastructure and applications to deliver a
saler and more indusive environment for all
atizens, In the realm of Smar | Cities, Nokia
offers tha ‘cily as a plat form’ solution, a
unigua plaliorm-based approach Lo provide
connectivily, dala sharing andusage control
capabilities for municipal services such as
amiar L parking, lighling, traffic management.
The outcome for municpali ties is animproved
quality of life of &l Gtizens.

k4
5G enables automation wsing rebotics to drive
the Fourth Industrial Revolution




Business groups
continued

Manufacturing and logistics

Mokia enables Indusiry 4.0 accelerationin the
Marnufac turing, Supply Chain, and Logistics
segrments. Our private wireless networking
soluticns and loT platforms help to
autornate operations, increase productivily,
andreduce costs. Through the digitalization
and autormation of operalional systems,
rmanufacturers and logislics companies can
build rasiliency and ensure business continuity
cluring impadct avenls.

Mokia has buill & foundational customar base
providing easy toimplement privale wiraless
solutions Lo enable greater degraes of factory
and warehouse aulomation. lm 2020, we
gained tracion with deploymentswith Al and

FY
Oronescan be deployed as an application using
private wireless networks

Magna International in Austria, and Toyola
Production Engineering in Japan, and Bosch
in Gerrmary.

Webscale companies

Webscale companies handle billions of
transactions per day in their networks.
These customers demand hyper-efficiency
in content delivery and support excaptional
online experiences. We help connect webscale
infrastructura with high-per formance

IP routing, open oplical systerns, and
alternative access and subsea nelworking
solulions. Nokia co-davelops advanced open
nelwork components with our webscale
custormers Lo enhance the performance of
public and hybrid dlowd platforms, driving
miarket leadership and enabling timely

product availakality. In 2020, weannouncad
cur rnew data center sw lching portfolio with
ini tial custormer support from Apple, BT, LINX,
Equinix, Turkcell, and cthers.

Competition

We operatein acomplexs ecosystem where
SOMME COMPanias are cur customer, our
partner, and our competilor. In Lhal ecosystam,
our cormpetilors range from broad nelworking
cornpanies with which we have compated lor
some Lime, and specialized compelitors
focusing on a singla customer segrment, Lo &
larnge set of new, smaller compelitors who are
typically altracted to the ransformational
value and opportunity of 56
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Metwarking competitars include Cisco,
Juniper, Ciena, Ericsson, and Huawei in select
geographies). In addition to our primary
competitors, we also face more segment
specific competitors such as Motorola, Calix,
and Adtran in the public sector, Kontron in
the transportation segment, Arista inthe
webscale segment, and in the private
wireless domain companies such as Athonet
and Celona.

Makia maintains a key advantage for our
customers as we offer solutions and expertise
spanning broadband wireless, LTE and 5G and
we have proven leadership in the market with
successful private wireless deployments,

Our unigue Digital Autamation and Madular
Private Wireless are leading solutions in

the market ™

2020 highlights

® We increased our private wireless
rietwarks (4.9G/LTE) business with
260 customers across the globe and
cross-industries, marking our leadership
pasition in the market. We also launched
the world's first commercially available
56 standalone [SA| private wireless
solutions for the industrial world, a 'direct
to 56 entry point for high-spec industrial
use case validation, pushing the 56
ecosystem and leapfrog enterprises into
the future with industrial applications
such as robotics, mixed reality platforms,
digital automation of operations,
and 4K video.

® We expanded our global collaboration
with service providers as partners
{e.g. Verizon, ATET, A1, NTT Docomo) to
serve enterprises leveraging spectrum
sharing capabilities, and leading to
Industry 4.0 acceleration driven by
private wireless. This resulted in business
growth across markets and segments.

= We have moved up the value chain of
industrial automation services adding
harizontal and vertical capahilities
that are critical to client use-cases,
including positioning, video analytics,
industrial protocol support, security,
and management of end devices,
These capabilities allow us to deliver
segment-specific cutcomes as-a-service,
expand our automation and integration
capabilities and provide our customers
with the ahility to digitalize industry-
specific applications and facilitate the
convergence of operational technologies
{OT) and information technalogies {IT).

We saolidified our leadership position in
the private wireless market with the
mining industry, helping our customers
with open-pit and underground mines
move past the limitations of Wi-Fi and
gain the performance needed for their
imndustrial automation and workplace
safety programs, We achieved key wins in

HOKIA M 2020

Mokia has a proven co-development track
record of working with our customaers an
high-performance product development
that results in market breakthroughs.

Our high-performance FP4 and PSE-V digital
signal processors (DSF) optimize power,
performance, and cost across multiple
form-factors with cur DSPs supporting
applications from metro to subsea
deployments. Our focus on open systems
offers customers flexioility, business agility
and reduces the risks assodated with vendor
lack-in.

1] Souree: GobalData. Septermiber 20, 2020

Chile, Australia and Canada, where our
Mokia Private wireless solutions are
helping to make mines safer, mare
productive and sustainable.

m We were honored to be selected by NASA
as akey partner for its next mission to
the moaon. Qur innovations, deployed in
the most extreme environments, are
driven by Nokia Bell Labs for MASA and
will provide the first-ever cellular network
onthe moon as it is established as a base
of operations for forthcoming missions.
Connectivity and performance will he
critical to providing MASA with timely
communications and contral for
automated operations. In the sarme
timeframe, Nokia was selected by the
.S, Department of Defense to develop
effective methodologies to allow the
sharing or coexistence between airborne
radar systems and 5G cellular telephony
systems in the 3.1-3.45 GHz band. We
were also selected by EE {part of the
British Telecom Groupl to build the world's
first 4G LTE air-to-ground network for
emergency services in the UK.

m New York Power Authority (INYPA), the US
largest state public power crganization,
selectad our private wireless sclutions to
help them become the first end-to-end
digital utility in the US. Following the
successful trial, our solutions will help
MNYPA modernize its network, conduct
and monitor operations and manage
data from the deployment of intelligent
sensor-based technologies. With power
utility AMEREM, our private wireless
solutions were selected for field trials
ta prove the implementation of secure,
robust wireless coverage over the utility's
entire 64 000 square mile {103 000 sq. km.)
service territory. We received an award
and recognition for this effort.

Business overview

® Toyota Production Engineering Company
will deploy a private LTE/4.9G network at
TPEC's site supporting a range of
loT-based devices that enable equipment
digitization and visualization. Over time,
the network will be upgraded to 5G,
featuring ultra-low latency to support
even faster throughput. 5G networking
will help the manufacturing process to
evolve into & more automated operating
environment.

B Continuing aur success in the Maritime
segment, in 2020, Mokia helped maritime
terminal operatars automate operations
for efficiency, continuity and improved
safety.

W Inrailways, Mokia helped Japanese rail
operator Odakyu Electric Railway leverage
machine-learning and video analytics
to enhance the safety of rail crossings.

® |n aviation, our 5G sclutions are helping
Lufthansa Technik to adapt to social
distancing safety guidelines by providing
high-definition video table inspections
of aircraft maintenance and repairs with
remote inspection teams - keeping
operations flowing efficiently and safely.

® We have continued to accelerate our
penetration of the webscale segment
with innovative data center interconnect
(DCN netwark solutions. With significant
contract wins with China-based webscale
giants Tencent and Baidu, we continue
to strengthen our already strong
presence in the saftware-defined DCI
infrastructure market.
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Business groups
continued

NokIa

Technologies

Market overview

Mokia Technologies is responsible for
managing and manetizing Mokia'’s intellectual
property, including patents, technalogies, and
the Nokia brand, building on Mokia's continued
innovation and decades of research and
development [RAD) leadership. We have three
facus areas: Patent Licensing which monetizes
our patent portfolio; Technology Licensing
which helps device manufacturers integrate
Mokia's technclogies into their products;

and Brand Partnerships, which licenses the

Maokia brand.

Business overview
and organization
Mokia Technologies is focused on licensing.
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We manage the Mokia patent portfalio,
warking with all other Nokia businesses, and
continue to grow our patent licensing and
manetization activities, which drive most of
Nokia Technologies” net sales. This includes
our successful mobile devices licensing
program, where we currently have licensing
agreements with most of the major
srmartphone vendars,

Makia owns ane of the broadest and
strongest patent portfolios in the mobile
communications sector, At the end of 2020,
Makia's patent portfolio included around
20000 patent families (each family being
composed of several individual patents),

of which the vast majority will still bein
farce through 2030,

m We also have patent licensing pragrams for

other markets which use our standardized
technologies, including consumer
electronics, connected cars, smart meters,
payment terminals, asset tracking and
other loT devices and related industries.

® Mgkia Technologies enables the

commercialization of selected fundamental
innavations frorm Nakia Bell Labs and other
Nokia business groups in new areas via
close collaboration with other companies,

® We continue to license gur innovative

multimedia technologies, such as

0Z0 spatial audio and video technologies,
tosmartphone and camera manufacturers
through our Technology Licensing business,
and drive advanced audic and video
research and standardization thraugh

our Media Technologies Research unit.

® Nokiais a global brand that is recognized by
almaost anyone. We continue to work with
HMD global Oy (HMD Globall - our exclusive
licenses for Mokia-branded phones and
tablets - along with new brand partnersin
other product categories, to increase the
reach and strength of the Mokia brand,

Research and development

The Media Technologies Research unit in
Makia Technologies continues to invent and
develop relevant and valuable solutions in
EMErging consumer experiences, with

the target also to further promote the
standardization of important audio and
video technologies.

Breakdown of patent filings in 2020
by technology

B 1 Connectivity 1073
W 2 Services, applications & multimedia 234
M 2 Fixed & optical networks 138
W 5 Emerging technologies & hardware 81

>
Using head and torso simulator 1o conduct
audio guality measurements that support
our technology licensing.
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Business groups
continued

Patents and licenses

For more than 30 years, we have defined
many of the fundamental lechnologes used
in srtually all mobile davicas and Laken a
leadarship rele in slandards selling. Asa
rasult, we have baan ranked #1 in several
independent third-parly studies for our 26,
3G, 45 and 5C palents that have bean
declarad essentia for cellular slandarcs. We
continue o generale new intellectual property
al arobust rate and expect toremain in the
Lop tierin 5G standard essential patents.

As part of our active port folio managemeant
approach, we are continuously evaluating

our collective assets and takingaclions lo
oplimize the size of our overall port folic while
presarving Lthe high quality of our patenls.

Al theend of 2020, cur portfolio stood at
arcund 20 000 patent Tarmilies (each farmily
being composad of several individual patents),
built on cormbined RED investmeants of

more than EUR 129 billion over the last

two decacdes. This comprises more than

3 2300 patent families declared as essentia
toone or more cellular standard, including
more than 3 500 patent families declared

as essantial to the 5 standard, which
anakbla all 3G natworks, conneclad 5G devices
anc *things".

We centinue 1o refresh cur pertlolio from
R&Daclvities across all Mokia businasses,

filing patent applications on more than
1 500 new invenlions in 2020,

2020 highlights

® |n 2020, Nokia across different unils invested around EUR 4.1 billion in R&D. This
investment yielded altogether more than 1500 new patent filings, continuing Lo renew
our industry-leading port folio.

B [uring the year, we signed and continued to benefit from patent license agresments for
rrickile devices, consumer electronic devices, andloT connected davices. In September,
we successiully renewed one of our magor patent license agreements. This new
agreement demonstrates the strength of our porticlio, par ticularly now that we have
50 patenls to offer.

By December 2020, we had declared more than 3 500 patent farnilies (each family
being composed of several individual patents) to the European Telecommunications
Standards Institule (ETSI as essential for the 56 standard, reflecting Nokia's continuing
leackership in cellular technology RED and standardization.

B fAnindependant study conducted by PA Consulting concludad that Nokiais #1 for
ownership of granted palents thal the researchers found essential to the 5G Standard.

B Oyer the course of Lhe yaar, our customers ASUS, Axon, HMD Global, OPPO, OnaPlus,
and Panasonic launched a nurmbwer of new smartphones and cameras using our
incustry-leading OZ0 Audio technelogy.

& [Curing 2020, we signed a number of new brand licensing agreements, bringing new
Mohia-tbranded experiences Lo a range of product categories including Smarl TVs,
miedia streaming boxes and aucio accessories, and HMD Global launchedits first
5G smar tphone, the Mokia 8.3 5G.

[ 3

Inthe sak fog chamber, we irvestigate
product performance under sim ulated
real-world conditions.

MNOKLEIM 2020




z
-
=
g
o
E
-+

TR

\\\\\\\%\E

Jll

o

I

LA

h ..'r
—
e ﬁﬁﬁx!ﬁ.

/// //7/7//%///%$%/f

MO

—_

S

S




Principal industry trends

Principal
trends

MNetworks and Nokia Software

We are a leading vendor in the network and
IP infrastructure, software, and the related
services market. We provide a broad range
of products, from the hardware components
of networks used by communication service
providers and increasingly by customersin
other select verticals, to software solutions,
aswell as services to plan, optimize,
implement, run and upgrade networks.

In 2020, our Networks reportable segment
was comprised of the following businesses:
Mahbile Access, Fixed Access, IP Routing and
Optical Netwarks. We aim to be innovation
leaders, drawing on our frontline RAD
capabilities to deliver leading products and
services for our customers, and ultimately
ansure our long-term value creation.

Industry trends

The network and IP infrastructure, software
and related services industry has witnessed
three main trends inrecent years, which

have also affected our Networks and Hokia
Software segments. First, the increase in

the use of data services and the resulting
exponential growth in data traffic has led

to anincreased need for high-performance,
high-quality and highly reliable netwarks,

The rise in data traffic has, however, not been
directly reflected in growth of communication
service praviders' revenue. Consequently,
there is animperative to be efficient and
cost-competitive for both communication
service praviders and network infrastructure
and services vendars.

ndustry

Second, we are witnessing continued
consolidation among communication service
providers, driven by their desire to provide a
wider scope of services, especially through

the convergence of disparate netwaork
technologies across mobile, fixed, and IP and
optical netwaorks. Inorder ta improve networks
in terms of coverage, capacity and quality,
communication service providers are
continuing their transiticn to all-IP
architectures, with an emphasis on fast access
to their networks through fiber, LTE and

5G accessand new digital services delivery.
We are also seeing similar trends with cable
aperators, who are investing in the
deployment of high-speed networks.

Third, we see a stronger demand for large
high-performance networks insome key areas
outside the traditional communication service
provider space. Webscale companies and
extra-large enterprises - such as Apple,
Facebook, Google, Alibaba and Amazon -

are investing in cloud technology and

network infrastructure to build these
high-performing, secure networks.

In addition, other target vertical markets such
asenergy, transportationand the public
sector are investing to build carrier-grade,
mission-critical networks,

The first three pillars of our strategy in 2020
were aligned with these industry trends for
our Metwarks and Mokia Software segments.
We continued to execute well on our strategy,
with a particular focus on high-performance,
end-to-end netwarks, expansion inta new
select verticals and building a strong software
business at scale. More information about our
strategy in 2020 can be foundin “Business
Overview = Our Strategy”.

Additionally in 2020, we continued to witnass
some customers reassessing their vendor
selection strategies, inlight of angaing
security concerns. We are seeing some gains
with operators who are reconsidering their
vendors as a result of geopalitical issues. We
estimate that we have won about half of the
value of such deals available to date.

Pricing and price erosion

While we expearience varying levels of price
erosion across aur businesses, it is particularly
evident inour Mobile Access business group,
given the highly standardized nature of the
business. In 2020, we witnessed increased
competitive intensity in some accounts,
particularly in North America, as cartain
competitors sought to take share in 5G.

Product mix

Our Metworks and Mokia Software segments
offer a combination of hardware, software and
services. The profitability of our Metwaorks and
Makia Software segmentsis affected by our
product mix, including the share of software in
the sales mix. For example, this is particularly
evident during large technology cycles, as
initial deployments consist of a larger portion
of hardware and services and less software.
As the initial phases of deployments tend

to be lower margin, this is offset by the
ongeing deployment of previous generation
technolagies, which tend to be higher margin.
This ratio shifts more towards higher-margin
software further into the cycle, as additional
capacity and features are deployed. In 2020,
we experienced a decrease in network
deployment services, following elevated
levelsin 2019,
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Products and services also have varying
profitability profiles, Hardware and software
products generally have higher graoss margins
than services, but they require significant
RED investment. Services are typically
labor-intensive, while carrying low R&D
investment, and have relatively low

EFOSS Margins.

Seasonality and cyclical nature of projects
Met sales inour Metworks and Nokia Software
segments are affected by seasanality in the
spending cycles of communication service
providers, with generally higher salesin the
fourth quarter, followed by generally lower
sales in the first guarter, Also, we have
recently witnessed that Networks and haokia
Software segments generata the majority of
their respective operating profit and free cash
flow in the fourth quarter. In addition to
narmal industry seasonality, there are normal
peaks and troughs in the deployment of large
infrastructure projects. As anexample, the 5G
tachnology cycle accelerated in 2020 and is
expected to continue over the coming years.
The timing of these projects depends ona
number of factors, including new radio
spectrum allocation, network upgrade cycles
and the availability of new consumer devices
and services, which in turn could affect the net
sales of our businesses.

Continued operational efficiency
improvements

In 2078, following the completion of the
Alcatel-Lucent integration and the related cost
savings pragram, we announced a new cost
reduction program where we intend to target
substantial savings while continuing to make
further investrments to drive future growth
and higher returns. The savings were expected
to come from a wide range of areas, including
investments in digitalization to drive more
automation and productivity, further process
and tool simplification, significant reductions
in central support functions to reach
best-in-dass cost levels, pricritization of RED
programs to best create lang-term value, a
sharp reduction of R&D in legacy products,
driving efficency from further application

of our Commen Software Foundation and
innovative software development technigues,
the consalidation of selected cross-company
activities and further reductions inreal estate
and other overhead costs,

In 2020, we completed our cost savings
program, generating the expected savings
through the actions listed above. The cost
savings program resulted in EUR 500 million
of net benefits in full year 2020, compared
to full year 2018.
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Cost of components and raw materials
There are several important factors driving
the profitability and competitiveness of cur
Metwaorks and Nokiz Software segments: scale,
operational efficiency, pricing, and cost
discipline. The costs of our Networks products
are comprised of, among others, components,
manufacturing, labor and overheads, royalties
and licensing fees, depreciation of product
machinery, logistics and warranty and other
quality costs. In 2020, margins in our
Metwaorks segment wera positively impacted
by progress in Mohile Access, where we
continued to focus on driving impravemants
in our portfolio by strengthening our
roadmaps, reducing product costs and
improving our product performance.

Profitability can be affected by changes in the
sales volumme, as well as the requirement to
source large volumes of components on short
natice, which canimpact the cost of sales ar,
in cases where component shortages emerge,
the net sales.

Product design and serviceability

Facters sudh as product design and
serviceability also have an impact on our
cost structure with Networks. For example,
product design decisions, such as the use
of system-on-chip, ar "SoCs” in our Mabile
Access products, allow us to improve our
product costs as the proportion of SoCs
increases within our products. Additionally,
costs can be reduced through improved
product serviceahility. In 2020, these factors
contributed to the improving 5G praduct
cost position.

Nokia Technologies

Mokia Technologies is focused on pursuing
new licensing opportunities for our valuable
intellectual property, including patents,
innovative technologies and know-how,

and the Mokia brand.

General trends in IPR licensing

In general, there has beenincreased focus
on IPR pretection and licensing in the market,
and this trend is expected to continue.

As such, new agreements are generally

a product of lengthy negotiations and
occasicnally through arbitration or litigation,
and therefore the timing and outcome may
be difficult to farecast. Due to the structure
of patent license agreements, the payments
may be infrequent, at times may be partly
retrospective, and the lengths of license
agreements can vary.

Additianally, there are clear regional
differences in the ease of protecting and
licensing patented innovations, We have seen
some licensees actively avoiding making
license payments, and some licensors using
aggressive methods to collect tham; both
behaviors have attracted regulatory attention.
We expect discussian af the regulation of
licensing to continue at both global and
regional leval, Some of those regulatory
developments may be adverse to the
interests of technology developers and
patent cwners, including us,
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Corporate governance statement

orporate
oovernance
Statement

This corporate governance
statement is prepared in
accordance with Chapter 7,
Section 7 of the Finnish Securities
Markets Act (2012/746, as
amended) and the Finnish
Corporate Governance Code
2020 (the “Finnish Corporate
Governance Code”).

Introduction

In 2020, we continued delivering on Mokia's
commitment to strong corporate governance
and related practices. To do that, the Board
activities are structured to develop the
company's strategy and to enable the

Board to suppert the management on the
delivery of it within a transparent governance
framework. The table below sets out a
high-level overview of the key areas of focus
far the Board's and its Committees’ activities
during the year in addition to regular business
and financial updates st each Board meeting
and several reviews of the impacts and actions

relating to the COVID-19 pandemic,

January February/March April
Board - Digitalizationupdate - CEO change - Transformation update
- Ethics & compliance and litigation - Postponing 2020 AGM due to - Convening the rermate AGM
update COVID-19
- Board evaluation - Remuneration Policy to be
presented to the AGM
- Mokia Eguity Prograrm 2020
Corporate Governance - Board composition and - AGM proposals
and Nomination remuneration
Committee - Corporate governance statement s -
Personnel - Incentive targets and objectives - CEC rermuneration
Committee - Maokia Equity Pragram - Remuneration Policy review
- Irwvestor feedback on
rermunearation practices
Audit - Qé4andfull-year 2019 financials, - Q1 financials
Committee annual report - Compliance, internal audit
- Compliance, internal audit and and internal controls updates
internal controls updates - Auditor repaorting
- Auditar reporting - Tax update
- Update by the new auditor - Cyhersecurity
- AGM proposals to the Board - Conflict Minerals Report
- - - - Structured finance update
Technology - Review of strategic technology
Committee initiatives

Updates onmajor innovation
and technclogy trends
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Furthermare, there were a number of
significant corporate governance events in
2020, Inaddition ta the new Board Chair and
Vice Chair, the President and CEO and the
Chief Financizl Officer were changed and we
also announced several changes in the Group
Leadership Team structure and compaosition.
We also held our first-ever fully remote annual
general meeting at which the first vote was
taken on the Remuneration Policy applicable
to the Board members and the Prasident
and CEQ.

Changes in the Board, management

and auditor in 2020

At the end of 2019 then Chair of the Board
Risto Sillasmaa infarmed the Board's
Corporate Governance and Momination
Committee that he will no longer be available
to serve on the Mokia Board of Directors

after the Annual General Meeting in 2020.

Mr. Siillasmaa had been a Mokia Board member
since 2008 and served as Board Chair from
2012 onwards, He also served as interim CEQ
of Mokia frarm 2013 to 201 4. Cansequently,
Vice Chair Sari Baldauf was elected as the new
Chair of the Board and Kari Stadigh as the new
Vice Chair following their re-election to the
Board by the Annual General Meeting in 2020.

On March 2, 2020, Nokia's Board of Directars
appointed Pekka Lundmark as the President
and CEQ of Mokia and he started in his new
rale on August 1, 2020, The previous
President and CEQ Rajeev Suri stepped down

fram his position on July 31, 2020 while
continuing to serve as an advisor to the
Mokia Board until January 1, 2021,

OnJune 11, 2020, Nokia announced the
appointment of Marco Wirén as the new Chief
Financial Officer of Mokia, effective September
1, 2020. The previcus Chief Finandal Officer
Kristian Pullcla stepped down from his
position on August 31, 2020,

OnOctober 29, 2020, Pekka Lundmark
announced the composition of the new Group
Leadership Teamn, effective January 1, 2021.
Refer to the section onthe Group Leadership
Team and the President and CEQ below for
further infarmation.

OnJanuary 1, 2020 Deloitte Oy started as
the new auditor of the company as result of
the auditor rotation resclved by the Annual
General Meating in 2019,

Annual General Meeting 2020 and 2021
OnMarch 18, 2020, Nokia cancelled the
Annual General Meeting ariginally convenad
to be held on April 8, 2020 due to the
COVID-19 pandemic and related restrictions
an public gatherings.

Onapril 27, 2020, the Board resolved on
extraordinary measuras pursuant to the
ternporary legislation approved by the
Finnish Parliament on April 24, 2020, In arder
to prevent the spread of the COVID-19
pandemic, the Annual General Meeting was

Corporate governance

convened to be held without shareholders
and their proxy representatives being
present at the meeting venue, Participation

in the Annual General Meeting and use of
shareholder rights was possible only by voting
in advance, by submitting counterpropasals
and asking questions in advance,

The Annual General Meeting 2020 eventually
toak place at the Company's headguarters
in Espoo on May 27, 2020. Approximatealy
43 000 sharehalders representing
approximately 2 300 million shares and
vates ware represented at the Annual
General Meeating through advance voting.
The Annual General Meeting supported all of
the Board's proposals by atleast 86 percent
of the votes cast.

As the COVID-19 situation remains serious,
Mokia Corporation's Annual General Meeting
2021 is planned to be held on April 8, 2021
under extraardinary measures pursuant to the
temporary legislation, which entered into farce
on Octaber 3, 2020 to prevent the spread of
the COVID-19 pandemic. Participation and
exercise of shareholder rights in the meeting
will be possible only by voting in advance and
by submitting counterpropasals and asking
questions in advance. It is not possible for the
sharehelders or their proxy representatives

to participate in the meeting at the meeting
venue. Proposals of the Board of Directors

to the Annual General Meeting 202 1 were
published on February 4, 2021.

May July

September/Cctober

December

= Technclogy Strategy update -

Annual sustainahility review -

Annual strategy meeting -

Annual planand long-range plan
Enterprise Risk Management
- Business group strategy planning

- Digitalization update - Keymarket strategies - Mew operating model planning -
- Appointment of the new
Board Chair
- Organization of the Board - Future Board compasition
and its Committees - Corporate governance update
- GLT LTI nominations - AGM update - Alignment on LTl approach
- Investor feedback from - PC Advisor update - Risk review

Remuneration Policy voting
in AGM

- Review of strategic technology
initiatives

= Updatesan major innovation
and technology trends

Review of Share Ownership

and Clawback Policies

Q2 financials -
Auditor reporting -
Compliance, internal auditand -
internal controls updates
Climate-related financial -
disclosures -

Q3 financials

Auditor reparting
Compliance, internal audit,
internal controls updates
Financial IT

Cybersecurity

Review of strategic technology
initiatives

Updates on major innovation
and technology trends

Board evaluation process
Board's diversity principles
Proxy advisor policy update
2021 incentive program
framewaork

Culture

Rernuneraticn Repart for 2020
CFO organization

Pensions update

20-F and annual report update
Financing strategy

Annual Charter and Policy review

Raview of strategic technology
initiatives

Updates on major innovation
and technology trends
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Corporate governance statement
continued

Corporate governance framework

General Mi'-![-‘.'t‘l[ig of Shareholders

Board of Directors
Audit Committes

External
Audit

Corporate Governance and
Nomination Committee

Internal
Audit

Persannel Committes
Technology Committee

President and CEO

Group Leadership Team

Regulatory framework

Our corporate governance practices

comply with Finnish laws and regulations,
our Articles of Association approved by the
shareholders and corporate governance
guidelines {Corporate Governance Guidelines)
adopted by the Board of Directars.
Corporate Governance Guidelines reflect our
commitment to good corporate governance.
They include the directors’ responsikilities,
the composition and election of the members
of the Board and its Committees, and
certain other matters relating to corporate
governance, We also comply with the Finnish
Corporate Governance Code issued by the
Securities Market Association.

In addition, we comply with the rules and
recormmendations of Nasdag Helsinki and
Euronext Paris as applicable to us due to

the listing of our shares on the exchanges.
Furthermore, as a result of the listing of aur
American Depositary Shares on the New York
Stock Exchange [MYSE] and qur registration
under the LS Securities Exchange Act of
1934, we follow the applicable LS. federal
securities laws and regulations, including the
Sarbanes-Oxley Act of 2002 aswell as the
rules of the MYSE, in particular the corparate
governance standards under Section 303A of
the NYSE Listed Cornpany Manual. We camply
with these standards to the extent such
provisions are applicable to us as a foreign
private issuer.

Ta the extent any non-domestic rules would
require a violation of the laws of Finland,

we are abliged to comply with Finnish law.
There are no significant differences in the
corporate governance practices applied by
Makia compared with those apgplied by the

US companies under the NYSE corparate
governance standards with the exception that
Maokia complies with Finnish law with respect
to the approval of equity compensation plans.
Under Finnish law, stock option plans require
shareholder approval at the time of their
laurich. All ather plans that include the
delivery of company stock in the form of
newly issued shares or treasury shares
requira shareholder approval at the time

of the delivery of the shares unless a
shareholder approval has been granted
through an autharization to the Board, a
rmaximurm of five years earlier. The NYSE
corporate governance standards require that
the equity compensation plans are approved
by the company’s shareholders, Mokia aims to
minimize the necessity for, or consequences
of, conflicts between the laws of Finland

and applicable non-domestic corporate
governance standards,

In addition to the Corporate Governance
Guidelines adopted by the Board, the
Committees of the Board have adopted
charters that define each Cormmittea’s main
duties and operating principles. The Board has
also adopted the Code of Conduct that applies
to directors, executives, and employees

of Mokia, as well as employees of Mokia's
wholly-owned affiliates and subsidiaries.

The Cade of Conduct also applies ta directars,
officers, and employees of other business
entities (such as joint ventures) inwhich Nakia
owns a majority of the shares or exercises
effective contral. Furthermore, the Board has
adapted the Code of Ethics applicable to aur
key executives, induding the President and
CEQ, CFO and Corporate Contraller,

Main corporate governance
bodies of Nokia

Pursuant to the provisions of the Finnish
Limited Liability Companies Act {2006/624,
25 amended] [the Finnish Companies Acth and
Maokia's Articles of Association, the control and
management of Nokia are divided among the
shareholders at a general meeting, the Board,
the President and CED and the Group
Leadership Team, chaired by the President
and CEQ.

General Meeting of Shareholders

Mokia shareholders play a key rolein corporate
governance, with cur Annual General
Meeting offering a regular opportunity to
exercise their decision-making power in the
company. In addition, at the meeting the
shareholders may exerdse their right to
speak and ask questions, althoughin 2020
the use of shareholder rights happened by
remate means only due to the COVID-19
pandemic and related precautions taken

in grder to ensure the health and safety

of our shareholders, employees and ather
stakeholders. Refer to section "Introduction-
Annual General Meeting 2020 and 2021
above for further information,

Each Mokia share entitles & shareholder to one
vote at general meetings of Mokia. The Annual
General Meeting decides, among other things,
on the election and remuneration of the
Board, the adoption of the annual accounts,
the distribution of profit shown on the
balance sheet, and discharging the members
of the Board and the President and CEQ from
lizkility, a5 well 25 on the election and fees of
the extarnal auditor, Starting from the 2020
Annuzl General Meeting, the Remuneration
Policy shall be presented to the general
meeting at least every four years and the
Rermuneration Report annually from 2021,
Resolutions regarding the policy and report
are advisary.

In addition to the Annual General Meeting,
anExtraordinary General Meeting may be
comvenad when the Board considers such

a meeting to be necessary, or when the
provisions of the Finnish Companies Act
mandate that such a meeting must be held,
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Board of Directors

The operations of Mokia are managed

under the direction of the Board, within the
framework set by the Finnish Companies Act
and Mokia's Articles of Association as well as
any complementary rules of procedure as
defined by the Board, such as the Corporate
Governance Guidelines and the charters of
the Board's Committees.

Election and composition of the Board of
Directors, election of the Chair and Vice
Chair of the Board and the Chairs and
members of the Board's Committees
Pursuant to the Articles of Association of
Mokia Corporation, we have a Board that is
composed of a minimum of sevenand a
maximurmn of 12 members. The Boardis
elected at least annually at each Annual
General Meeting with a simple majarity of the
shareholders’ votes cast at the meeting. The
term of a Board member begins at the dosing
of the general meeting at which he or she was
elected, or later as resolved by the general
meeting, and expires at the closing of the
following Annual General Meeting. The Annual

General Meeting convenes by June 30annually.

Our Board's leadership structure consists of a
Chair and Vice Chair elected annually by the
Board, and confirmed by the independent
directors of the Board from among the Board
members upon the recommendation of the
Corporate Governance and Momination
Committea. The Chair of the Board has
certain specific duties as stipulated by Finnish

law and cur Corporate Governance Guidelines.

The Vice Chair of the Board assumes the
duties of the Chair of the Board in the event
he ar sheis prevented from performing his
or her duties.

The independent directars of the new Board
also confirm the election of the members
and chairs for the Board's Committees from
among the Board's independeant directors
upon the recommendation of the Corporate
Governance and Momination Committee
and based on each Committea's member
qualification standards. These elactions
take place at the Board's assembly meeting
following the general meeating.

Board diversity

The Board has adopted principles concerning
Board diversity describing our commitrment
ta pramoting diverse Board composition and
how diversity is embedded into our processes
and practices when identifying and proposing
new Board candidates as well as re-election
of current Board members,

Corporate governance

At Nokia, diversity is not a static concept but
rather a relevant mix of required elements for
the Board as a whole that evolves with time
based on, amang other things, the relevant
business objectives and future needs of
Mokia, The Board diversity is treated as a
means of improvement and development
rather than anend in itself. Diversity of our
Board is considered fram a number of aspects
including, but not limited to, skills and
experience, age, nationality, ethnicity, cultural
and educational backgrounds, gender identity,
sexual orientation as well as ather individual
qualities. Both genders shall be represented
on the Board.

Nokia acknowledges and supports the
resclution adapted by the Finnish
Government on February 17, 2015 on gender
equality on the boards of directars of Finnish
large and mid-cap listed companies. We repert
annually our objectives relating to both
genders being represented onour Board, the
means to achieve them, and the progresswe
have made inachieving them. We have met
our aim ta have representation of at least
40% of hoth genders on cur Board.

Currently there are six different nationalities represented in the Board and 44% of the Board members are female,

Ind ependence af Carparate
the company Gavernance
Year of and major Audit  and Nomination Personnel Technology
Gender Birth Hationality Tenure'™ sharchalders™ Committee™ Committee™  Committee™  Committoe™
Sari Baldauf (Board Chair) Fermale 1955 Finnish 2 Independent Member Membar
ari Stadigh (Board Vice Chair} Male 1955 Finnish 9 Independent Chair Mambwer
Bruce Brown Male 1958  American 8  Independent Member Chair Mermber
Thamas Dannenfeldt Male 1966 Garman 0 Independent Member Member
Jeanette Horan Farnale 1955 British 3 Independent Member Member
Edward Kozel Male 1955  American 3 Independant Member Chair
Elizabeth Melson Femala 1960  American 8  Independent Membar Mamber
Saren Skou Male 1964 Danish 1 Independent Member
Carla Smits-Musteling Female 1966 Dutch 4 Independent Chair Member
1] Terrns as Nokia Board reriber before the Anou# General Meeting on May 27, 2020,
12) As of May 27, 2020,
Experience and skills of the Board members
000000 0000 o
General management and business operations nr Iﬁ”l_ll | W Finance and accounting I Iﬁ"ﬁ"ﬁ] Iﬁ'

Chief Executive Officer
Chief Financial Officer

Chief Technology Officer
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Corporate governance statement
continued

Members of the Board of Directors

Until the Annual General Meeting held on
May 27, 2020, the Board consisted of

10 members Sari Baldauf {Vice Chair],

Bruce Brown, Jeanette Horan, Edward Kozel,
Elizaheth Nelson, Olivier Piou, Risto Sillasmaa
{Chair), Seren Skou, Carla Smits-Musteling
and Kari Stadigh.

The Annual General Meeting held an May 27,
2020 elected nine members to the Board for
aterm ending at the dose of the next Annual
General Meeting. Sari Baldauf, Bruce Brown,
Jeanette Horan, Edward Kozel, Elizabeth
Melson, Saren Skou, Carla Smits-Musteling
and Kari Stadigh were re-elected and Thomas
Dannenfeldt was elected as a new mamber.
Faollowing the meeting, the Board also elected
Sari Baldauf to serve as the new Chair and
kari Stacigh as the new Vice Chair of the Board.

Proposals of the Board of Directors to the
Annual General Meeting 202 1 were published
on February 4, 20217, Elizabeth Melson has
informed that she will no longer be available
to serve on the Mokia Board of Directors after
the Annual General Meeting. Consequently,
the Board proposes, on the recommendation
of the Board's Corporate Governance and
Momination Committee, that the fallowing
eight currant Board members be re-elected as
members of the Makia Board of Directors far
a term ending at the close of the next Annual
General Mesating: Sari Baldauf, Bruce Brawn,
Thomas Dannenfeldt, Jeanette Horan, Edward
kozel, Seren Skou, Carla Smits-Nusteling, and
Kari Stadigh. The Corporate Governance and
Mamination Committee will also propose in
the assembly meeting of the new Board of
Directors that Sari Baldauf be re-elected as
Chair of the Board and Kari Stadigh as Vice
Chair of the Beard, subject to their election
to the Board of Directars.

The current and proposed members of the
Baard are all non-executive. For the term that
began at the Annual General Mesting 2020
and far the term starting from the Annual
General Mesating 2021, all Board member
candidates have been determined to be
independent from Mokia and significant
shareholders under the Finnish corporate
governance rules and the rules of the NYSE,
as applicable. Any possible changes impacting
the independence assessment would be
assessed as of the date of the Annual

General Meeting.

We do not have a policy concerning the
cambination ar separation of the roles of the
Chair of the Board and the President and CED.
Our leadership structure is dependent onour
neads, shareholder value and other relevant
factors applicable from time to time, while
respecting the highest corporate governance
standards. In 2020, the roles of the Chair

of the Board and the Prasident and CEQ

were separate,
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Biographical details of our current
Board members

Chair Sari Baldauf

b. 1955

Chair of the Mokia Board. Board member
since 2018. Chair since 2020. Member of
the Corporate Governance and Momination
Committee and the Technology Committee.

Master of Business Administration, Helsinki
Schoal of Economics and Business
Administration, Finland. Bachelor of Science,
Helsinki School of Economics and Business
Administration, Finland. Honorary doctorates
in Technology {Helsinki University of
Technology, Finland) and Business
Adrministration (Turkua School of Econarnics
and Business Administration and Aalto
University School of Business, Finland),

Executive Vice President and General Manager,
Metwaorks Business Group, Mokia, 1998-2005.
Various exacutive positions at Mokia in Finland
and the United States 1983-1998.

Member of the Supervisory Board and
Mamber of the Momination Committee of
Daimler AG, Member of Supervisary Board of
Daimlier Truck AG. Member of the Board of
Directors and Chair of the Audit Committes
of Aalto University, Chair of the Board of
Directors of Vexve Armatury Oy, Senior
Advisor of DevCo Partners Oy. Member of
the Board of Directors af Demaos Helsink.
Member of the Board of Directors and
Member of the Executive Committes of
Technology Industries of Finland.

Mernner of the Supervisory Board of
Deutsche Telekom AG 2012-2018. Chair
of the Board of Directors of Fortum Oyj
2011-2018. Member of the Board of
Directors of Akza Nobel 2012-2017.

Vice Chair Kari Stadigh

b. 1955

Vice Chair of the Nokia Board. Board member
since 2011, Vice Chair since 2020, Chair of
the Corporate Governance and Mormination
Committee and member of the Personne|
Committes,

Master of Science [Eng ), Helsinki University
of Technology, Finland. Bachelor of Business
Administration, Hanken School of Economics,
Helsinki, Finland.

Group CED and President of Sampa ple
2009-2019. Deputy CED of Sampo plc
2001-2009, President of Sampo Life
Insurance Company Limited 1999-2000.
President af Mova Life Insurance Compary Ltd
1996-1998, President and COO0 of Jaakko
Payry Group 1991-1996.,

Member of the Board of Directors of Metsa
Outotec Corporation.

Chair of the Board of Directors of Mandatum
Life Insurance Company Limited 2001-2019,
Chair of the Board of Directors of If PAC
Insurance Holding Ltd 2002-2019. Member
of the Board of Directors of Mordea Bank AR
lpuill 2010-2018. Chair of the Board Risk
Cormmittee {BRIC) of Nordea Bank AB {publ)
2011-2018.

Bruce Brown

b. 1958

Mokia Board member since 2012, Chair of
the Personnel Committee. Member of the
Corporate Governance and Momination
Committee and the Technology Committee.

MBA Xavier University, the United States. BS
{Chemical Engineeringl, Polytechnic Institute
of Mew York University, the United States.

Chief Technology Officer of the Procter &
Gamble Company 2008-2014. Various
exgcutive and managerial positions in Baby
Care, Ferninine Care, and Beauty Care units

of the Procter & Gamble Company since 1980
in the United States, Germany and Japan.

Member of the Board of Directors, the
Audit Committee and the Nominating and
Corporate Governance Committee of P H.
Glatfelter Campany.

Member of the Board of Directors, the

Audit Committee and the Compensation
Committee of Medpace Inc 2016-2019.
Membar of the Board of Diractors of Agency
far Science, Technology & Research (A*STAR)
in Singapare 2011-2018.

Thomas Dannenfeldt

b. 1966

Mokia Board member since 2020, Member
of the Audit Committee and the Technology
Committes.

Degraa in Mathematics, University of Trier,
Germany.

Chief Financial Officer of Deutsche Telakom
AG 201 4-2018. Chief Finandal Officer of
Deutsche Telekom's German operations
20710-201 4. Various operational positions
(sales, marketing, customer care, finance and
procurement in fixed and maobile business,
national and international positions] in
Deutsche Telekom 1992-2010.

Chair of the Supervisory Board of CECONOMY
AG and mamber of the Board of Advisors at
axxessio GmbH.

Member of the Board of Directors of T-Mobile
U5 2013-2018 and Buy-In 2013-2018.

Chair of the Board of Directors of T-Systems
International 2013-2018 and EE 2014-2016.
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Corparate governance

Jeanette Horan Chair Sari Baldauf Vice Chair Kari Stadigh
b. 1955

Mokia Board member sinca 2017, Mamber
of the Audit Cormmitlee and Lhe Technology
Commillee.

MBA, Business Administration and
Management, Boston Univarsity, the United
Statas, BSc, Matharmatics, Universi by of
London, the Uniled Kingdorm.

Varicus axecutive and managerial posilions
ir IBM 19328-2015. Vice President of Digjtal
Equipment Corporalion 1994-1998. Vice
President, Development of Open Soflware Bruce Brown Thomas Dannenfeldt
Foundation 1589-19494.

Member of the Superviscry Board at Wolters
Kluwer, and the Chair of the Rermnuneration
Comemit tee. Mermnber of the Board of Advisors
at Jane Doe Mo More, anon-profit
organization. Member of the Board of
Directers of the Ridgefield Symphony
Orchestra, a non-profil organization.

Mamber of the Board of Acvisors of
Cybereason 2017-2018. Member of the
Board of Direclors of Wast Corporation
2016-2017 and Micrewision 2006-2017. Jeanette Horan Edward Kozel

Edward Kozel

b. 1955

Mokia Board rmember since 2017 . Chair of the
Technology Cormmittee and mermber of the
Audit Committee.

Degree in Electrical Engineering and
Computer Sdence, University of California,
the United States.

President and CEQ of Range Networks
2013-2014. Gwner of Open Range
2000-2013, Chiefl Technclogy and Innovation
Officer and member of the Board of
Management of Deulsche Telekom
2010-2012. CEQ of Skyrider 2006-2008.
Managing Diractor of Integraled Finance
2005-2006. Senior Vice Prasiclent, Business
davelopment and Chief Technology Oficer
anc! Board Member of Cisco 1989-2001.

Marmber of the Advisory Board al Telia
Venlures.

Various Board Memberships in 199%-2009.
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Corporate governance statement
continued

Elizabeth Nelson

b. 1960

Mokia Board member since 2012, Marrbar
of the Audil Committee and the Parsonnel
Commiltag.

MBA (Finarce), the Wharton School, Univarsily
of Pennsylvania, the United States. BS
(Foreign Service), Georgetown University,

the United States.

Executive Vice President and Chiefl Financial
Officer, Macromedia, Inc. 19%7-2005.

Yice President, Corporate Developrment,
Macromadia, Inc. 1996-1997. Varicusroles
in Corporate Devealopment and International
Finance, Hewlatt-Packard Company
1988-1996.

Chair of the Board of Diractors of DAl
Independant Mamber of the Board of
Directors and Chair of the Audil Commiltee
of Upwork Inc.

Inclependeant Mermber of the Board of
Directors and Chair of the Audil Commilttee
of Berkeley Lights, Inc.

Independent Lead Director and Chair of the
Auddit Committee of Zendesk Ine 2013-2019.
Marmber of the Board of Direclors of Pandora
Madia 2013-2017.

Soren Skou

b. 1964

CES of AP.Meller Mazrsk /5. Mckia Board
member since 207% Member of the
Personnel Compmittee.

MBA thonours], IMD, Switzerland. Business
Administration, Copenhagen Business Schoal,
Denmark. Maersk International Shipping
Education (M.I.S.E).

Maersk Line Copenhagen CEO 2012-2014,

Maersk Tarkers Copenhagen CEO 2001-2011.

Maersk Tankers Copenhagen Head of Crude
and Product 1999-2001. Maearsk Line
Copenhagen Head of Depar tment
19697-1998. Maersk Line Bajjing Operations
Manager 1994-1996. Maersk Line
Copenhagen and New Jersey, Charterer
and other roles 1983-1934.

Meamber of Internationa Council of
Containership Operators (ICC0),
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Carla Smits-Nusteling

b. 1966

MNokia Board marmber since 2016, Chair of
the Audit Committes and mermber of the
Corporate Govarnancea and Mominalion
Commmithee.

Master's Degree in Business Economics,
Eragmus Univers by Rotterdam, the
Netherlands, Executive Master of Finance
and Control, Yrije University Amsterdam,
the Metherlands.

Member of the Board of Directors and Chief
Finan cial Officer of KPM 2009-2012. Various
financial postionsin KPN 2000-2009. Various
financial and operational positions in TNT/PTT
Post 1990-2000.

Mermbear of the Supervisory Board since 2013
and Chair of the Audit Cormmittes of ASML.
Chair of the Board of Direclors of TELEZ AB.
Member of the Board of Directors, Chair of
the Audit Committee and member of the
Rernuneration and Normination Committee
of Allegro.eu 54 Member of the Board of
Diractors of the Stichting Continuitait Ahold
Delhaiza ISCAD) foundation. Lay Judgein the
Enterprise Courl of the Arslerdam Courl

of Appeal since 2015,

Mernber of the Management Board of the
Unilever Trust Office 2015-2019.

Due to transitioning from one board bo
another, Carla Smits-Nusteling ternporarily
holds four aud t commit tee positionsin public
companies, including Mokia, She recently
joined the Board and Audit Cormmiltes of
Allegro.au SA while she will step down from
the ASML Board and Audit Comemi tiee on
April 29, 2021, As required under the NYSE
corporale governance standards, the Board
has determined that her akility to effectively
serve on Nokia's Audit Committee is not
impaired due to this short period of serving
on more than three audit committees of
listed companias.

Elizabeth Nelson

Saren Skou

Carla Smits-Nusteling
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Operations of the Board of Directors

The Board represents and is accountable

ta the shareholders of Mokia. While its
ultimate statutory accountahility is to the
shareholders, the Board also takes into
account the interests of the Company's other
stakeholders. The Board's responsibilities

are active, not passive, and include the
responsibility to evaluate the strategic
direction of Mokia, its management policies
and the effectiveness of the implementation
of such by the management on a regular
basis. Itis the responsibility of the members
of the Board to act in good faith and with

due care, 50 as to exercise their business
judgement on aninformed basis, ina manner
that they reasonably and honestly believe

to he inthe best interests of Nokia and its
sharenolders. In discharging that obligation,
the members of the Board must inform
themselves of all relevant information
reasonably available to them. The Board and
each Board Committee also have the power
to appaintindependent legal, financial or
other advisors as they deem necessary. The
Company will pravide suffident funding to
the Board and to each Committee to exercise
their functions and provide compensation
for the services of their advisors.

The Board is ultimately responsible for
menitaring and reviewing Mokia's financial
reporting process, effectiveness of related
control and audit functions and the
independence of Nokia's external auditar,
aswell as for monitoring the statutory audit
of the annual and consalidated financial
statements, The Board's responsibilities
also include overseeing the structure and
composition of our top managament

and monitaring legal compliance and

the management of risks related to our
aperations. In daing so, the Board may

set annual ranges and/or individual limits
for capital expenditures, imvestments and
divestitures and financial and non-financial

Meetings of the Board of Directors

commitments that may not be exceaded
without a separate Board approval,

In risk management policies and processes,
the Board’s role includes risk analysis and
assessment in connectionwith financial,
strategy and business reviews, updates and
decision-rmaking proposals. Risk management
palicies and processes are integral parts of
Board deliberations and risk-related updates

are provided to the Board on a recurring basis.

Far a more detailed description of our risk
management polides and processes, refer

to "—Risk management, internal control

and internal audit functions at Maokia—Main
features of risk management systems” below.

Under our Corporate Governance Guidelines,
the Board monitors the sustainability
activities of the company, covering variety

of enwironmental and sodal matters, and it
pericdically reviews the company's related
targets and performance. The Group
Leadership Team decides on the
erwircnmental and social approach and key
targets, and the key targets are incorporated
into the ongoing performance management
and related monthly business reviews of the
business groups by the Group Leadership
Teamn. Inaddition, the Board Committess
monitor enwvironmental and social
developments in their respective areas of
respensibiliies, which in 202 0induded for the
Audit Committee the implementation planning
of dimate related financial reporting and
reviewing the use of conflict minerals in the
company’s products, Persanngl Committee
the incorporation of environmental and
sodal targets in the incentive structures,

and Corporate Governance and Nomination
Committee the assessment of the
environmental, social and governance [ESG)
related governance trends. The business
groups and other units are responsible for
the implermentation the ESG policies and
instructions to their operations.

Corporate governance

The Board has the responsibility for
appointing and discharging the President, the
Chief Executive Officer, Chief Financial Officer
and Chief Legal Officer. Since August 2020,
Pekka Lundmark has served as the President
and CED. His rights and responsibilities
include those allotted to the President under
Finnishlaw and he also chairs the Group
Leadership Team.

The Board approves and the independent
directors of the Board canfirm the
compensation and terms of employment

of the President and CEQ, subject to the
requirements of Finnish law, upon the
recommendation of the Personnel Committee
of the Board. The compensation and
employment conditions of the other members
of the Group Leadership Teamare approved
by the Personnel Committee upon the
recommendation of the President and CED.

Board evaluation

In line with our Corporate Governance
Guidelines, the Board conducts an annual
perfarmance evaluation, which also includes
evaluation of the Board Committees” wark,
the Board and Committee Chairs and
individual Board members. The Board
evaluation is conducted as a self-evaluation
while an external evaluator is periodically
engaged. In 2020, the evaluation process
included both numeric assessments and the
possibility to provide more detailed written
and verbal comments, Feedback is also
requested from selected members of
management as part of the Board evaluation
process, Each year, the results of the
evaluation are discussed and analyzed by
the entire Board and improvement actions
are agreed based on such discussion.

The Board held 20 meetings excluding Committee meetings during 2020, of which approximately 60% were meetings in person/by videa.
In 2020, thase meetings were mainly conducted by access via video as a consequence of travel restrictions in place due to the COVID-19
pandemic. The other meetings were held in writing.

Heeting}sinﬁmum_'- ML;n'tilgi Attendance in
yvideo mwriting all meetings %
Full Board 12 8 100
Audit Committee 6 1] 93
Corporate Governance and Momination Committee 3 1 100
Personnel Committes [ 2 98
Technology Committes 4 0] 100

HOKIA M 2020 55




Corporate governance statement
continued

Directors’ attendance at the Board and Committee meetings in 2020 s sat forthin the table below:

Sari Baldauf [Board Chair)

Kari Stadigh [Board Vice Chairl
Bruce Brown

Thomas Dannenfeldt (from May 27, 20200
Jeanette Horan

Edward Kozel

Elizabeth Nelson

Olivier Piou {until May 27, 20200
Risto Silasmaa {until May 27, 20200
Seren Skou

Carla Smits-Nusteling

Corparate
Governance
Audit and Nomination Perzannel Technology
Board Coammittes Committos Committes Comimittes
mecﬁng mectings meetings meetings mectings
a % L
100 100 100 100
100 100 100
100 100 100 100
100 100 100
100 100 100
100 83 100
100 100 88
100 &7 100
100 100 100
100 100
100 100 100

Additicnally, many of the directors attended, as non-voting observers, meetings of 2 Committee of which they were not a member.

Directors meet without management in
connection with each regularly scheduled
meeting, According to Board practices,
meetings without management present
would only be attended by non-executive
directars and be chairad by the non-executive
Chair of the Beard. If the non-axecutive

Chair of the Board is unable to chair these
meetings, the non-executive Vice Chair of the
Board chairs the meeting. Additionally, the
independent directors would meet separately
at least once annually. In 2020, all members
of the Board were non-executive and

determined to be independent from Mokia
and significant shareholders under the Finnish
corporate governance standards and the rules
of the MYSE.

In arder to prevent the spread of the
COVID-19 pandemic, the Board of Directors
resolved pursuant to the temporary
legislation approved by the Finnish Parliament
on Agril 24, 2020 to hold the Annual General
Meeting 2020 without the presence of
shareholders, their proxy advisors, the Board
and the management. Only the Chair of the

Board of Directors

Corporate Governance and

Audit Committee

Oversees the accounting and
financizal reparting processes of

MNomination Committee

Prepares the proposals far the
general meetings in respect of

Personnel Committee

Owversees the personnel-related
palicies and practices at Nokia.

Board Risto Siillasmaa was present in person
to open the meeting.

Committees of the Board of Directors

The Board of Directors has four committees
that assist the Board in its duties pursuant
to their respective committee charters. The
Board may zlso establish ad hoc committees
far detailed reviews or consideration of
particular topics to be proposed for the
approval of the Board. Any director who so
wishes may attend, as a non-voting observer,
mestings of committees of which they are
not members.

Technology Committee

Engages in a dislogue with and
provides opinions and advice to

Mokia and the audits of its the compesition of the Boardand  Assists the Board in discharging  management with respect to
financial statements aswellas  the director remuneration to be its responsibilities inrelationto  significantinnovation and
the internal controls and appraved by the shareholders, all compensation, including technology strategies of the
compliance program., and monitors issues and practices  equity compensation, of the company which are formulated
related to corporate governance company's executives and their  and executed by the managemsant
and proposes necessary actions terms of employment. of the company.
inrespect thereaf.
The Audit Committee The Committee is responsible far assisting u the performance of the company's

The Committee consists of a minimurm of
three members of the Board who meet all
applicable independence, financial literacy
and other requirements as stipulated by
Finnish law and the rules of Masdaq Helsinki
and the NYSE. From May 27, 2020, the Audit
Committee has consisted of the following five
members of the Board: Carla Smits-Nusteling
{Chair), Thomas Dannenfeldt, Jeanette Horan,
Edward Kozel and Elizabeth Nelson,

the Board in the oversight of:

® the quality and integrity of the company’s
finandal statements and related
disclosures;

m the statutory audit of the company's
finandal statements;

® the external auditor's qualifications and
independence;

® the perfarmance of the external auditor
subject to the reguirements of Finnish law;

internal controls and risk management
and assurance function;

® the performance of the internal audit
function;

® the Company's compliance withlegal and
regulatory requirements, including the
performance of its ethics and comgliance
program; and

| the pension liabilities, taxation and
cybersecurity of the company.
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Indischarging its aversight role, the Audit
Committee has full access to all company
haoks, records, fadilities and personnel. The
Audit Committee alsa maintains procedures
for the receipt, retention and treatment

of complaints received by the comparny
regarding accounting, internal controls, or
auditing matters and for the confidential,
ananymous submission by our employees of
concerns relating to accounting ar auditing
matters. Nokia's disclosure contrals and
procedures, which are reviewed by the Audit
Committee and approved by the President
and CEQ and the Chief Financial Officer,
aswell as the internal contrals over financial
reporting, are designed to provide reasonable
assurance regarding the guality and integrity
of the company’s financial statements and
related disclosures. For further information on
internal control over financial reporting, refer
to “-Risk management, internal control and
internal audit functions at Nokia-Description
of internal contral procedures inrelation to
the financial reporting process” below.

Under Finnich law, an external auditor is
elected by a simple majority vote of the
shareholders at the Annual General Meeting
for one year at a time. The Audit Committee
prepares the proposal to the shareholders,
upon its evaluation of the qualifications and
independence of the external auditar, of the
nominee for election or re-glection. Under
Finnish law, the fees of the external auditor
are also approved by the shareholders by a
simple majority vote at the Annual General
Meeting. The Committee prepares the
proposal to the shareholders in respect of
the fees of the external auditor, and appraves
the external auditor's annual audit fees under
the guidance given by the Annual General
Meeting, Far information about the fees

paid to Nokia's external auditor, Deloitte Oy,
during 2020, refer to "Auditar fees and
services" below.

The Board has determined that all members
of the Audit Committee, including its Chair,
Carla Smits-Nusteling, are "audit committee
finandal experts” as definedin the
requiremnents of ltem 16A of the Annual
Report on Form 20-F filed with the W.S.
Securities and Exchange Commissian {SEC).
Ms. Smits-Musteling and each of the other
members of the Audit Committee are
"independent directors" as defined by Finnish
law and Finnish Corporate Governance Code
and in Section 303A.02 of the NYSE Listed
Company Manual.
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The Audit Cornmittee meets 3 minimum

of faur times a year based on a schedule
established at the first meeting following
the appointment of the Committes. The
Committes meets separately with the
representatives of Nokia's management,
heads of the internal audit, and ethics and
comgliance functions, and the external
auditar in connection with each regularly
scheduled meating. The head of the internal
audit function has, at all times, direct access
to the Audit Committes, without the
invalvernent of management.

Audit Committee pre-approval pelicies

and procedures

The Audit Committee of the Board is
responsible, among other matters, for
oversight of the external auditor's
independence, subject to the requirements of
applicable legislation. The Audit Committee
has adapted a policy regarding anapproval
procedure of audit services performed by the
external auditors of Mokia Group and
permissible non-audit services performed by
the principal external auditor of the Nokia
Group (the “Pre-approval Policy”).

Under the Pre-approval Policy, proposed
services either: (i) may be pre-approved by
the Audit Cormmittee in accordance with
certain service categories described in the
Pre-approval Policy [general pre-approvall;
or (il require the specific pre-approval of the
Audit Committee |specific pre-approvall.
The Pre-approval Policy sets cut the audit,
audit-related, tax and other services that
have received the general pre-approval

of the Audit Committee. All other audit,
audit-related (including services related to
internal controls and significant mergers and
acquisitions projectsl, tax and other services
are subject to specific pre-approval by the
Audit Committee. All service requests
concerning generally pre-approved services
will be submitted to an appointed Audit
Committee delegate within management,
whio will determine whether the services are
within the services generally pre-approved,
The Pre-approval Policy is subject to annual
review by the Audit Committee.

The Audit Committee establishes budgeted
fee levels annually for each of the categories
of audit and non-audit services that are
pre-approved under the Pre-approval Policy,
narmely, audit, audit-related, tax and other
services. At each regular meeting of the Audit
Committes, the auditor provides a report in
order for the Audit Committes to review the
services that the auditor is providing, as well
as the cost of those services,

Corporate governance

The Corporate Governance and Nomination
Committee

The Committee consists of three to five
members of the Board who meet all applicable
independence requirements as stipulated by
Finmish law and the rules of Nasdag Healsinki
and the MYSE. From May 27, 2020 the
Corporate Governance and Momination
Committee has consisted of the following four
members of the Board: Kari Stadigh {Chair],
Sari Baldauf, Bruce Brown and Carla
Smits-Nusteling,

The Committee fulfills its responsibilities by:

m actively identifying individuals qualified to
be elected members of the Board as well as
considering and evaluating the appropriate
level and structure of director
remuneration;

® preparing and evaluating the principles
regarding Board diversity;

® preparing proposals to the shareholders
on the director nominees for aelection at
the general meetings as well as director
remuneration;

® monitoring significant developmentsin the
law and practice of corparate governance
and of the duties and responsibilities of
directors of public companies;

m assisting the Board and each Committee
of the Board in its annual performance
evaluations, including establishing criteria
to be applied in connection with such
evaluations;

m developing and recommending to the
Board and administering Mokia's Corporate
Governance Guidelines; and

m reviewing Mokia's disclosure in the
corparate governance statement.

The Committee has the power and practice
to appoint a recruitment firm to identify
appropriate new director candidates.
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Corporate governance statement
continued

The Personnel Committee

The Committee consists of a minimum of
three members of the Board who meat all
applicable independence requirements as
stipulated by Finnizh law and the rules of
Masdag Helsinki and the MYSE. From May 27,
2020 the Personnel Committee has consisted
of the following four members of the Board:
Bruce Brown Chairl, Elizabeth Nelson, Seren
Skou and Kari Stadigh.

The Committee has overall responsibility
for evaluating, resclving and making
recommendations to the Board regarding:

® compensation of the company’s top
executives and their terms of employment;

® 3l equity-based plans,

® incentive compensation plans, policies and
programs of the company affecting
executives; and

m gther significant incentive plans.

The Committee is responsiole for oversesing
compensation philosophy and principles

and ensuring the Company's compensation
programs are performance-based, and
designed to contribute to long-term
shareholder value creation and alignment
to shareholders' interests, properly
motivate management, and support

overall corporate strategies.

The Technology Committee

The Committee cansists of a minimum of
three members of the Board who meet
applicable independence requirements as
stipulated by Finnish law and the rules of
Masdang Helsinki and the NYSE and have such
skills in innovation, technology and science
miatters as the Board determines adequate
from time to ime. From May 27, 2020 the
Technology Committee has consisted of the
following five members of the Board: Edward
Kozel {Chair), Sari Baldauf, Bruce Brawn,
Thomas Dannenfeldt and Jeanette Horan,

In its dialegue with and pravision of opinions
and advice to the management, the
Committee will periodically review:

® the company's approach to major
technological innovations;

m ey technology trends that may result
in disruptive threats or opportunities;

® high-level risks and cppartunities
associated with the company's Research
and Development Programs; and

m the company’s technological
competitiveness and new stratagic
technology initiatives.

Group Leadership Team and the
President and CEQ

We have a Group Leadership Team that is
responsible for the operative management
of Mokia. The Board appoints the Chair of
the Group Leadership team. The Group
Leadership Teamis chaired by the President
and CEQ. The President and CEQ’s rights and
respansibilities include those allotted to the
President under Finnish law.

On Decerminer 31, 2020, the Group
Leadership Team consisted of 17 members
representing nine different nationalities

and 24% of the members were fernale. On
COctober 29, 2020, we announced changes
to our operating model and resulting
appointments to the Group Leadearship Team
taking effect on January 1, 202 1. At present,
our Group Leadership Team cansists of 10
members, including the President and CEO,
representing seven different naticnalities
and 20% of the members are ferale.

OnGLT an
Name Position Gender  Year ofbirth  Mationality OnGLY since  January 1, 2021
Pekka Lundmark Prasident and CEO Male 1963 Finnish 2020 Yes
Massib Abou-Khalil Chief Legal Officer Male 1972 Drutch 2019 Yes
Basil Alwan Co-president of IP/Ogtical Netwarks Male 1962 American 2016 -
Mishant Batra Chief Strategy and Technalogy Officer Male 1978 Indian 2021 =
Ricky Corker President of Customer Operations, Americas Male 1967 Australian 2019 Yeg
Barry French Chief Marketing Officer Male 1963 American 2016 -
Sanjay Goel President of Glaobal Services Male 1967 Indian 2018 -
Bhaskar Gorti Presidant of Mokia Software Male 1966 American 2016 -
Federico Guillén Prasident of Customer Operations Officer, Male 1963 Spanish 2016 Yes
EMEA & APAC

Jenni Lukandar Prasident of Nokia Technologies Female 1974 Finnish 2019 Yag
Sandra Motley Prezident of Fixed Metworks Fermale 1959 American 2019 =
Sri Reddy Co-president of [P/Optical Metwarks Male 1964 American 2018 -
Raghav Sahgal President of Nokia Enterprise™ Male 1962 American 2020 Yes
Gabriela Styf Sjdman Chief Strategy Officer Female 1969 Swedish 2019 -
Tommi Uitto President of Mabile Metworks Male 1969 Finnish 2019 Yes
Marcus Weldon Chief Technology Officer and President of Bell Labs ~ Male 1968 British 2017 =
Stephanie Werner-Dietz  Chief Hurman Resaurces Officer Female 1972 German 2020 Yes
Marco Wirén Chief Financial Officer Male 1966 Finnish 2020 Yes

(1) As of January 1, 2021 Chief Custorner Experience Officer
(2] Asof Jaruary 1, 2021 President of Network nfrastructure
(3] A5 of Mewaary 1, 2021 Prisichent of Cloud and Netusrks Services.
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Biographical details of the
currentmembers of the N okia
Group Leadership Team

Corpormte governance

Pekka Lundmark

b. 1963

President and Chiefl Execulive
Officer of Nokia Corporation as
of August 1, 2020,

Master of Science, Department
of Technical Physics, Helsink
University of Technology, Finland,

Presiclent and CEDQ, Fortum
Corporation 2015-2020.
President and CEQ, Konecranas
Fic 2005-2015 and Group
Executive Vice Prasident
2004-2005. Presicent and CEQ,
Hackman Oyj Abp 2002-2004.
Managing Par tner, Startupfactory
2000-2002. Various executive
positions at Nokia 1990-2000.

Commissioner, Broadband
Commission for Sustainable
Developrment, Member of the
Board, Climale Leadarship
Council. Mermbear of the Board,
Research Inslitule of the Finnish
Econormy (ETLA) and Finnish
Business and Policy Forum (EVA)
International Mermber of the
Acadermy, Roval Swedish Acadermy
of Engineering Sciences [VA],
Member of the Board, Finnish
Athlatics Fadaralion.

Chairman of the Board,
Confaederation of Finnish
Industries, 201%-2020. Mamber
of the Board, East Office of
Firnish Industries, 2009-2020.
Chairman of the Board,

Finnish Enargy, 2016-2018.
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Nassib Abou-Khalil

b. 1972

Chiel Lagal Officer (CLO). Group
Leadarship Team membear since
2019, JoinedMekiain 2014,

Bachealor of Arts (Pelitical
Sciences), Civil Law (LL L.,
Cormmon Law (LL.B.) and Master
of Law (LL.M), University of
Ottawa, Canada.

Depuly Chief Legal Officer,
Business, Nokia 2019, General
Counsel, Customer Operations,
Mekia 2016-2019. Head of

Lepal & compliance, MEA, Mokia
2014-2015. Head of Public Policy,
Europe, Mickdle Easl & Africa, and
General Counsel, Middle East &
Africa, Yahoo!, 2010-2014.
Regional Counsel, Middle East &
Africa andl Indlia, GE Oil & Gas,
2007-2010. Ragulatery Counsal,
Etisalat, 2006-2007_ Various legal
counsel roles, TMF Metharlands
2002-2006. Legal articling,
Faskan Martineau 1999-2001.

Nishant Batra

b. 1978

Chiefl Strategy and Technology
Officer (CSTON. Group Leadership
Tearn member since 2021,
Joinad Nokia in 202 1.

MBA from INSEAD. Mastar's
degrea in Talecormmunications
andamaster’s degree in
Computer Science, Southern
Methodist University, Dallas, Us
Bachelor's degree in Computer
Applications, Devi Ahilya
University, India.

Praviously Executive Vice
Presidant and Chiel Technology
Officer, Veoneer, Inc, 2018-2021.
Price Lo Veonaer Inc. hald sevaral
senior positions at Ericsson for 12
years in Lhe US, Sweden and India.

Independant member of tha
Board of Direclors, Sensys
Gatso Group.

Ricky Corker

b. 1967

Chiefl Customer Experience
Officar (CCXO). Group Leadarship
Team member since 2079,
Joined Nokiain 1993,

Bachelor in Cormnmunications and
Electronic Enginaering from the
Foyal Melbourne Institute of
Technology, Australia.

President of Customer
Operations, Americas, Nokia,
2019-2020, Exacutiva Vice
Presicdent and President of Morth
Amarica, Mokia, 20011-2018. Haad
of Asia Pacific, Nokia Siermeans
Malworks, 2009-2011. Head of
AsiaMorth Region, Nokia Siemens
Nelworks, 2008-2009. Head of
Hutchison Global Customer
Business Team, Nokia Siemens
Matworks, 2007-2008, Vice
President Asia Pacific, Nokia
Matworks, 2005-2007. Load Sales
Direclor Asia Pacific, Mokia
Networks, 2004-2005. Account
Director Telstra, Nokia Metworks,
2002-2003. Account Director
Vodafone Australia and New
Zealand, and Sales Director
Vodafone Asia Pacific Customer
Business Tearn, Nokia Matworks,
2001-2002. Commercial Diractor
Global Accounts British Telecom,
Mokia Metworks, 2001 Senior
sales and rmarketing positions

at Mokia, 1993-2001.

Pekka Lundmark

Massib Abou-Khalil

MishantBatra

Ricky Corker




Corporate governance statement

continued

Federico Guillén

b. 1963

Prasidant of Matwork
Infrastructure. Group Leadarship
Tearnmamber since 2016.
Jeined Nokiain 2016,

Degresin Telecommunications
Engineering, ETSIT at Universicad
Politéonica de Madrid, Spain.
Masters degree in Switching &
Communication Architectures,
ETSIT at Universidad Polit&cnica
cle Madrid, Spain. Master's Degree
in International Managament,

ESC Lyon and Alcatal, France.

President of Customer
Operations, Europe, Middle East &
Africa and Asia Pacific, Nokia,
2018-2020. Presiclent of Fixed
Metworks, Nokia, 2016-2018.
President of Fired Networks,
Aleatel-Lucent, 2013-2016,
Presidant and Chiel Senicr Officar
ol dlcatal-Lucant Spain and Global
Account Manager TelefSnica,
Alcatel-Lucent, 2009-2013.

Wice President Sales o Vertical
Market Sales in Western Europe,
Alcatel-Lucent, 2009, Head of
Regional Support Center, Fixed
Access Division for South Europe,
Midddle East & Alrica, India and
Caribbean & Lalin Armerica,
Alcatel-Lucent, 2007-2005.
President and Chiefl Senior
Officer, Alcatel Mexico and

Global Account Manager, Telmes,
2003-2007. Various RAD,
portfolio and sales management
positions with Talattrain Spain,
and then with Alcatel in Spain,
Belgiurm and tha United States
1989-2003.

&0

Jenni Lukander

b. 1974

Prasidant of Mokia Technologies.
Group Leadership Team marmbar
since 2019, boinedNokiain 2007 .

Master of Laws, Univarsity of
Helsinki, Finland.

Senior Vice Presidant, Head of
Patent Business, Nokia 2018-2018.
Vice President, Head of Patent
Licensing, Nokia 2018, Mice
President, Head of Litigation

and Compelition Law, Nokia
2016-2018. Direclor, Head of
Regulatory and Compatition Law,
Mokia 2015-2016. Directer,

Head of Compatition Law,

Mokia 2011-2015. Senior Legal
Counsel, Nokia 2007-2011.
Wisiting lawyer, Nokia, 2001,
Lawyer, Roschier Lid, 1999-2007,

Raghav Sahgal

b. 1962

Prasident of Cloud and Natwork
Services. Group Leadership Team
rmember since 2020, Joined Mokia
in2017.

Master of Scdence in Computer
Systerns Management, University
of Maryland, United States.
Bachelor of Science in Compuler
Engineering, Tulane University,
Maw Orlaans, Unitad States,
Executive Business Certificala in
General Managament, Harvard
University, Unitad Statas.

President of Mokia Enterprise,
2020. Senior Vice President,
Mokia Scitware, 201 7-2020.
Prasidant, MICE Ltel. Asia Pacific
and the Midde East, 2010-2017.
Adviscry Board Member, Orga
Systerns, 2010-2014. Vice
Prasidant, Cormmunications
Businass Unil, AsiaPacific &
Japan, Oracle, 2008-2010. Chief
Business Officar, Corverse,
2005-2006. Executive Vice
President, Asia Pacific, CSG,
2002-2009, Vice President,
Software Products Group Asia
Pacific, Lucent Technologies,
2000-2002.

Tammi Uitto

b. 1969

President of Mobila Nalweorks.
Croup Leadarship Team mearmber
since 2019 Joinad Nokiain 1996.

Faderico Guillén

Master's degras in industrial
management, Helsinki University
of Technology, Finland.

Master's degrea in operations
managerment, Michigan
Technological University,

the United States,

Senior Vice Presicent, Global
Procluct Sales, Mobile Networks,
Nokia 2016-2018. Senior Vica
Presidant, Global Mokile
Broadband Sales, Cuslomar
Operations, MokiaMetworks,
2015-2016. Senior Vice
President, West Europe,
Customer Operations, Nokia
Malworks, 2013-2015, Head of
Radio Cluster (Senicr Vice
Fresidant), Mokila Breadband,
MNokia Siernens Networks,
2012=2013.Head of Global LTE
Radio Access Business Line (Vice
President] and Quality, Mobile
Broadband, Nokia Siemens
MNetworks, 2011-2012, Head of
Product Managerment, Network
Systarns, Nokia Siermeans
MNatworks, 2010. Head of Product
Management, Radio Access,
MNokia Siermens Networks, 2009
Head of WCDMA/HEPA and Radio
Flat forms Product Management,
Nokia Siemens Networks, 2008,
Head of WCDMA/HSPA Product
Lina Managament, Nokia Siemeans
Melworks, 2007, Ganeral
Manager, Radio Controller Procuct
Management, Nokia Metworks,
2005=2007. Director, Sales &
Marketing (Lead Sal es Director),
France Telecom/Orange Mokia
Networks, 2002-2005.
Operations Director, Northeast
Europe, Central & Eastarn Europa
and Middla East, Mokia MNetworks,
19%99-2002.

JenniLukander

Tommi Uitto

NOKIAIN 2020
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Stephanie Werner-Distz Stephanie Werner-Dietz

b. 1972

Chial People Officer (CPO). Group
Leadarship Team membear since

2020, JoinedMNokiain 1998,

Diplarma in Applied businass
languages (Chiness) and
Internaticnal business studies,
Univeraity of Applied Stences,
Bremen, Germany.

Vice President, Global HR Center

of Expertise, Mokia, 2018-2019.
Vice Prasident, Business HR Haad
Tor Mokia Corporate Functions,
Mekia, 2016-2018. Hoad of
Business HR for Chiel Finance and
Opsrations Officar/Organization,
Mokiz, 2012-2015. Head of Nokia
Siemens Networks Business
Talent, Leadership & Organization
Development, Nokia Siemens
Metworks, 2011-2012. Head ol
Business HR, Nokia Radio Access,
2007-2011. Head of HR Emarging,
Markets, Rormania, Nokia, 2007.
Senicr HR Manager, Strategic
Projects, US, Nokia, 2004-2006.
HR Manager Global Plat forms,
Nokia, 20071-2004. HR Country
Manager for the Philippines,
Mekia, 199%-2001. HR Manager,
Mekia Matworks for Switzerland,
Mekia, 1998-1999.

Mareo Wirén
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Marco Wirén

b. 1966

Chiefl Financial Officer (CFO).
Group Leadar ship Team mambear
since 2020, Joined Mokiain 2020,

Master's degrea in Business
Adrministraticon, University of
Uppsala. Studies in management
andstrategic leadership, including
at Duke Business School, IMD, and
Stockholm School of Economics.

Presicent, War tsila Energy and
Exacutive Vice President, Wartsila
Group, 2018-2020. Execu tive
Vice Prasident and CFO, Wartsila
Group, 2013-2018. Execulive
Vice President and CFO, SSAB
Group, 2008-2013. Vice
President, Business Control,
SSAB Group, 2007-2008. CFO,
Eltel Networks, 2006-2007,

Vice Prasident of Business
developrrent, Eltel Metworks,
2004-2005. Head of Servica
Division, Eltel Metworks,
2003-2004. Vice President,
Corporate Development, Eltel
Nelworks, 2002-2003. Vice
President, Stratepgy & Business
Developrnent, NCC Croup,
1999-2002, Head of Strategic
Flanning, NCC Group, 1992-199%.
Group Controllar, NCC Group,
1996-1698.

Vice Chair of the Board of
Direclors and Chair of tha Audit
Cornimittes, Neste Corporation.
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Corporate governance statement
continued

Summary of changes in the Group
Leadership Team in 2020

and thereafter

During 2020 and thereafter, the following
new appointments were made to the Group
Leadarship Team:

m Stephanie Werner-Dietz, Chief Human
Resources Officer, as of January 1, 2020;

® Raghav Sahgal President of Nokia
Enterprise, as of June 1, 2020

® Pekka Lundmark, President and CED and
Chair of the Group Leadership Team,
as of August 1, 2020;

B Marco Wirén, Chief Financial Officer,
as of September 1, 2020;

® Nishant Batra, Chief Strategy and
Technology Officer, as of January 18, 2021,

During 2020, the following members of the
Group Leadership Team stepped down from
the Group Leacership Team:

m Kathrin Buvac, President of Mokia
Enterprise, as of May 31, 2020;

B Rajeev Suri, President and CEOD and the
Chair of the Group Leadership Team,
as of July 31, 2020;

m Kristian Pullala, Chief Financial Officer,
as of August 31, 2020,

m Basil Alwan, Co-president of IP/Optical
Networks, as of Dacernber 31, 2020;

® Barry French, Chief Marketing Officer,
as of December 31, 2020;

® Sanjay Goel, President of Global Services,
as of December 31, 2020;

m Bhaskar Gorti, President of Mokia Software,
as of Dacember 37, 2020;

m Sandra Motley, President of Fixed Networks,
as of December 31, 2020;

B 5ri Reddy, Co-president of IPfOptical
Metworks, as of Decernber 31, 2020

® Gabriela Styf Sjéman, Chief Strategy Officer,
as of December 371, 2020: and

® Marcus Weldan, Chief Technalogy Officer
and President of Bell Labs, as of Decamber
31, 2020.

&

Furthermare, the following changes took
place within the Group Leadership Team;

m Ricky Corker, President of Custamer
Operations, Americas, was appointed
Chief Customer Experience Officer as
of January 1, 2021;

m Federica Guillén, President of Customer
Operations, EMEA & APAC, was appointed
President af Metwark Infrastructure as
of January 1, 202 1; and

® Raghav Sahgal, President of Mokia
Enterprise, was appointed President
of Cloud and Metwork Services as of
January 1, 2021.

Risk management, internal
contral and internal zudit
functions at Nokia

Main features of risk management systems
We have a systermnatic and structured
approach to risk management. Key risks
and opportunities are primarily identified
against business targets either in business
operations or as anintegral part of strategy
and financial plannl‘ng_msk management
covers strategic, operational, finandial,
compliance and hazard risks. Key risks and
opportunities are analyzed, managed and
menitored as part of business performance
managemeant with the suppart of risk
management personnel and the centralized
Enterprize Risk Management function.

The principles documented in the Nokia
Enterprise Risk Management Pelicy, which

is approved by the Audit Committee of the
Board, require risk management and its
elements to be integrated into key processes.
One of the core principles is that the business
ar function head is also the risk owner,
although all employees are responsible for
identifying, analyzing and managing risks,
asappropriate, given their roles and duties.
Our overall risk management concept is
based onmanaging the key risks that would
prevent us from meeting our abjectives,
rather than scolely focusing an eliminating
risks. In addition to the principles defined in
the Mokia Enterprise Risk Management Palicy,
ather key policies reflect implementation

of specific aspects of risk management.

Key risks and opportunities are reviewed by
the Group Leadership Team and the Board
inarder to create visibility on business risks
aswaell as to enable prioritization of risk
management activities. Dverseeingrisk is
anintegral part of the Board's deliberations.
The Board's Audit Committee is responsible
far, amang other matters, risk management
relating to the finandal reporting process
and assisting the Board's oversight of the
risk manzgement function. The Board's role

in averseeing risk indudes risk analysis and
assessment in connection with financial,
strategy and business reviews, updates
and dedsion-making proposals.

Description of internal control procedures
in relation to the financial reporting process
The management is responsible for
establishing and maintaining adequate
internal contral over finandal reporting for
Mokia. Our internal control aver financial
reporting is designed to provide reascnable
assurance to the management and the Board
regarding the reliakility of financial reporting
and the preparation and fair presentation

of published financial statements.

The management canducts a yearly
assessment of Mokia's internal controls over
financial reporting in accordance with the
Committee of Sponsoring Organizations
framework [the "C050 framework™, 2013}
and the Control Objectives for Information
and Related Technology (COBIT] framework
ofinternal contrals. The assesament is
performed based on a top-down risk
assessment of our financial statements
covering significant accounts, processes
and locations, corporate-level controls

and information systems' general controls.

As part of its assessment, the management
has documented:

u the corporate-level contrals, which create
the “tone from the top” containing the
Mokia values and Code of Conduct and
which provide discipline and structure
to decision-making processes and ways
of working. Selected items from aur
operational mode and governance
principles are separately docurmented
as corporate-level contrals;

m the significant processes: (il give a complete
end-to-end view of all finandal processes;
(il identify key cantrol points; i) identify
involved arganizations; livl ensure coverage
for important accounts and financial
statement assertions; and {vienable
intarnal control managernent within Nokia;

m the contral activities, which consist of
policies and procedures to ensure the
management's directives are carried out
and the related documentation is stored
according to our document retention
practices and local statutory requirements;
and

m the information systems' general controls
to ensure that sufficient IT general contrals,
including change management, system
development and computer operations,
as well as access and authorizations,
areinplace.
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Further, the management has also:

B zssessed the design of the controls in place
aimed at mitigating the financial reporting
risks;

® tested operating effectiveness of all key
controls; and

B ovaluated all noted deficiencies ininternal
controls over financial reporting in the
interim and as of year-end.

In 2020, Mokia has followed the proceduras
as described ahove and has reported on
the progress and assessmeants to the
management and to the Audit Committee
of the Board an a quarterly basis.

Description of the organization of the
internal audit function

We also have aninternal audit function that
acts as anindependent appraisal function

by examining and evaluating the adequacy
and effectiveness of our system of internal
control, Internal audit reports to the Audit
Committee of the Board. The head of the
internal audit function has direct access to
the Audit Cammittee, without invalvernent of
the management. The internal audit staffing
levels and annual budget are approvad by the
Audit Committee. All autharity of the internal
audit function is derived from the Board.

The internal audit aligns to the business
regionally and by business and function,

Annually, an internal audit plan is developed
withinput from the management, including
key business risks and external factors.

This planis approved by the Audit Committes.
Audits are completed across the business
focused onsite lavel, customer level, business
praject level, IT system implementation, [T
security, operations activities or at a Group
function level. Tha results of each audit are
reported to the management identifying
issues, financial impact, if any, and the
correcting actions to be completed. Quarterly,
the internal audit functioncommunicates the
progress of the internal audit plan completion,
including the results of the dosed audits,

to the Audit Committee.

Internal audit also works closely with our
Ethics and Compliance office to review any
finandial concerns brought to light from
various channels and, where relevant,
works with Enterprise Risk Management

to ensure priarity risk areas are reviewed
through audits.

In 2020, the internal audit plan was
completed and all results of these reviews
were reported to the management and

to the Audit Committee.
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Related party transactions

We determine and manitor related partiesin
accordance with the International Accounting
Standards {IAS 24) and ather applicable
regulations. We maintain infarmation of our
related parties as well as monitor and assess
related party transactions. As a main principle,
all transactions are conducted at arm's-length
and are considered ta be part of the ordinary
course of business, In an exceptional case
where these principles would be deviated
from, the company would set up a separate
process to determine related parties and

seek relevant approvals in accordance with
internal puidelines and applicable regulations.

Main procedures relating to
insider administration

Our insider administration is organized
according to the applicable European Union
and Finnish laws and regulations. In addition,
the Board of Directors has approved the Nokia
Insider Policy, which sets out Mokia-wide rules
and practices to ensure full compliance with
applicable rules and that inside information

is recognized and treated in an appropriate
manner and with the highest integrity. The
Mokia Insider Palicy is applicable to all directors,
executives and employees of the company.

Persons discharging managerial
responsibilities

Mokia has identified members of the Board
of Directors and the Group Leadership
Team as persons discharging managerial
respansibilities whao, along with persans
closely associated with them, are required
ta notify Mokia and the Finnish Finandial
Supervisory Authority of their transactions
with Mokia's financial instruments. Nokia
publishes the transaction notifications,

In addition, under the Mokia Insider Policy,
persons discharging managerial responsibllities
are obligated to clear with the Deputy

Chief Legal Officer, Corporate, a planned
transactionin Mokia's financial instruments

in advance, It is also recommended that
trading and ather transactions in Mokia's
financial instruments are carried out in

tirnes when the information available to

the market is as complete as possible.

Corporate governance

Closed window

Persans discharging managerial
responsibilities are subject to a closed
window period of 30 calendar days preceding
the disclosure of Mokia's quarterly or annual
result announcements, as well as the day

of the disclosure. During the closed window
period, persons discharging managerial
responsibilities are prohibited from dealing
in Mokia's financial instruments,

Mokia has imposed this closed window
period also on separately designated
financial reporting persons who are
recurrently involved with the preparation
of Mokia's quarterly and annual results
announcements. These persans are
separately notified of their status as
designated financial reporting persons.

Insider registers

Mokia does not maintain a permanent
insider register. Insiders are identified on

& case-by-case basis for specific projects
and are notified of their insider status.
Persons included in a project-specific
insider register are prohibited from dealing
in Makia's financial instruments until the
project ends or is made public.
Supervision

Qur insider administration's responsibilities
include internal communications related

to insider matters and trading restrictions,
setting up and maintaining our insider
registers, arranging related trainings as well
as organizing and gverseeing compliance
with the insider rules.

Violations of the Makia Insider Palicy must be
reported to the Deputy Chief Legal Officer,
Corporate. Nokia employees may also use
channels stated in the Nokia Code of Conduct
for reporting incidents involving alleged
violations of the Nakia Insider Policy.
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Corporate governance statement
continued

Share ownership of the Board of Directors and the Nokia Group Leadership Team

The following table sets forth the number of shares and American Depositary Shares [ADS) held by the members of the Board at December 31,
2020when they held a total of 1033 100 shares and ADSs in Nokia, which represented approximately 0.02% of our total shares and voting

rights excluding shares held by Mokia Group.

Mame Shares!™ ADSs
Sari Baldauf [Board Chair) 163220

Kari Stadigh [Board Vice Chairl 308190

Bruce Brown 165 788
Thomas Dannenfeldt 30299

Jeanette Horan 60630

Edward Kozel 86 698
Elizabeth Melsan 107 860
Seren Skou 31707

Carla Smits-Nusteling 78708

(1) The murniber of shares or ADSs inchudes shares and ADSs received as director compensation as well asshares and ADS5s acquired throughother means. Steck options or other equity awards. that are

deerned as being benefdally saned under the applicable SEC rules ame notinduded.

The following table sets forth the number of shares and ADSs held by the President and CEO and the other members of the Group Leadership
Team in office at December 31, 2020 when they held a total of 3 446 939 shares and ADSs in Mokia, which represented approximately 0.06%

of our total shares and voting rights exduding shares held by Nokia Group.

Name Position in 2020 Shares!® ADSs"
Pakka Lundmark President and CEO 788 850

Maszsib Abou-Khalil Chief Legal Officer 40204

Basil Alwan Co-president of IP/Optical Netwarks 206 333 81000
Ricky Corker President of Custamer Operations, Americas 193 021

Barry French Chief Marketing Officer 319006

Sanjay Goel President of Global Services 130784

Bhaskar Gorti President of Mokia Software 472 273

Federico Guillén President of Customer Operations Officer, EMEA & APAC 214 201

Jenni Lukander President of Mokia Technologies 9787

Sandra Motley President of Fixed Metwarks 23082

Sri Reddy Co-president of I/ Optical Metworks 398814 100 000
Raghav Sahgal President of Mokia Entarprise 245 357

Gabriela Styf Sjdman Chief Strategy Officer 4000

Tommi Uitto President of Mobile Netwarks &7 451

Marcus Weldon Chief Technelogy Officer and President of Bell Labs 77482

Stephanie Werner-Dietz Chief Human Resources Officer 17 304

Marco Wirén Chief Financial Officer 78000

(1] The rerriser of shares or ADGS inchades shanes and ADSS reckived 45 compensation 35 well 35 shares and AD5s acquired thrugh other means, Stock optiong or other equity wards that are deerned as

behgl:emﬁcial,medmder the appizable SEC rules are not induded,
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Corporate governance

Auditor fees and services

Deloitte Oy served as our auditor for the period ending Dacember 31, 2020 and PricewaterhouseCoopers Oy for the period from January 1 to
December 31, 2019. The auditor is elected annually by our shareholders at the Annual General Meeting for the financial year commencing next
after the election. The Audit Committee of the Board prepares the propasal to the sharehalders in respect of the appaointment of the auditor
based upon its evaluation of the qualifications and independence of the auditor to he proposed for election or re-election on an annual basis.

The following table presents fees by type paid to Deloitte’s [2020] and PricewaterhouseCoopers' (2019] netwark of firms for the years ended
December 31:

EURm 2020 2019
Audit fees! 223 Rar
Audit-related fees® 0.4 12
Tax fees* 0.6 1.9
All other fees™ 1.6 =
Total 24.9 25.8

{11 Audit fees cormist of fees incurred for the sl sudit of te Group's consolidated fnancial statements and e statutony fnandal statements of the Group'ssubsidianies.

(2] Audit-related fees consist of fees billed for assurance andrelated services that are reasonsisly related to the performance of the audit or revew ol the Group's mancial staternents or that ane
traditicnally performed by the ndependent suditer, and inchude consultations concerning Anancial accounting and reporting standieds; advice and assistance in connection with local statutory
aceounting requirements; due diigence related to mergers and acquisitions; and sudit precedures in connection withinvestigations in the pre-Etigation phase and cormpliance prograrms., They also
nchsde fees biled for other audit seraces, which are those services that anly the independent auditer can reasonably provide, andinchede the proision of comfort letters and tonsents m connection
withstatutony and regulatory Alings and the review of doosnents Aedwith the SEC and other capétal markets or local fnancial reporting regulatory bodies.

13) Taw feesinchude fees billed for; () services refated to tax compliance indhuding preparation andfor review of Laoretums, preparation, resiew andfor fling of vanious certificates. and forms and consuliation
regarding Lax netums and assistance withrewenue duthorily queries; compliance reviews, ddhvice and assistance on other indirect ties; and transaction cost analysis; §i) servioe related to tax ssdits;
{in] services reated to indivdual cemplhiance (preparation of indwidual tax e tunrs dnd registrations for errployees o -executives), J5sistance with apphing wsd, resdenty, week penmits and tax status
fer expatriates); i services related to bedmical gudance on tax matkers; i) services relabed Lo tramsfer priang adice and assistance with tax dearances; and i tax consultation and planning (adkece
on stock-based remuaneration, |ecal ergloper L laws, sodsl security lws, employreent |ras and compermation progrars and taximplicabions on shert-term international transfers),

(4] Other fees indude fees blledfor company estatdishments; iguidations; forensic accounting, diata secunity, other consulting services and referen ce materials and serices.
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Compensation

ompensation

This section sets out our remuneration governance,
policies and how they have been implemented
within Nokia and includes cur Remuneration Report
where we provide disclosure of the compensation
of cur Board members and the President and CEO
for 2020.

The content of the Remuneration Report, which
will be presented to an advisory vote at the 2021
Annual General Meeting, is clearly indicated

below and also exists as a standalone version
published on a stock exchange release. Other
compensation-related information provided before
and after the Remuneration Report for 2020 is
not subject to a vote at the 2021 Annual General
Meeting, but provides further information on the
compensation policies applied within Nokia as well
as on the compensation of the rest of the Group
Leadership Team.

We report informaticn applicable to executive
compensation in accordance with Finnish regulatory
requirements and with requirements set forth by
the U.S. Securities and Exchange Commission that
are applicable to us.

Highlights

® 2020 was a year of significant change with the Chair of the Board
of Directors, President and CEO, and Chief Financial Officer all
changing. This was then followed by a restructure of the Group
Leadership Team, effective January 1, 2021,

B Mr. Lundmark joined Naokia as President and CEO on the same target
compensation arrangement as his predecessor.

® Mr. Lundmark purchased EUR 2.6 million of shares in the market
prior to joining the company, of which the majarity were eligible
for the agreed co-invest based long-term incentive arrangement
available to him anjoining. Mr. Lundmark's interests and the
interests of Nokia’s shareholders are intended to be fully aligned
through such ownership.

B Business performance for 2020 was mixed, with free cash flow
exceeding target, but profit and revenue falling short of the
incentive targets. This was reflected in Mr. Lundmark's short-term
incentive, which was at 84% of target, pro-rated for his time inrale.

®m Qur pay policies and practices continue to ensure that there is no
gender pay gap in Mokia,

Word from the Chair of the Personnel Committee
of the Board
Dear Fellow Shareholder,

2020 has been a year of significant change and challenges. Shortly
after the appointment of Mr. Pekka Lundmark as President and CEQ,
the world saw significant levels of disruption with the arrival of
COVID-19. All Mokia employees are to be commended for the
impartant role they played in keeping our operations going in

a safe manner, and working with cur customers to ensure critical
performance of networks around the world to support the major
changes in how people lived and worked. | also want to recognize and
thank our former President and CEQ, Rajeev Suri, for his continued
commitment thraugh 2020 as he supported Pekka Lundmark in taking
over the leadership of the company and engaging with our largest
customers and stakeholders during this period of transition.

On the regulatory front, | am pleased to report that shareholders
supported Mokia's Remuneration Policy with 86% of the votes in favor
of the proposed policy. The policy will rernain in place for four years
and we will report each year on the outcomes of the policy in our
Remuneration Report, where our shareholders will be asked to vote in
support of the compensation paid. The Remuneration Report, and all
elements of the compensation delivered in 2020, are fully consistent
with the approved palicy.

Business context

While 2020 was a challenging year for Nokia with the significant
leadership changes, and global disruption caused by the COVID-19
pandemig, Nokia's employees delivered for our customers when it
counted most, ensuring that they had the equipment and services
to operate networks around the world, This was achieved despite
disruption in supply chains and restricticns in movernent in many
of our markets, As a result, we saw our operating profitinline with
guidance, while below the incentive target, and free cash flow being
positive at EUR 1 356 million. This is reflected in the outcome of our
incentive arrangements.

Strategy and compensation
At the core of Nokia's philosophy lie two principles:

® pay for perfarmance and aligning the interests of employees with
shareholders; and

® ensuring that compensation programs and policies support the
delivery of the corporate strategy and create long-term sustainable
shareholder value.

Far 2021, which will be a year of transition with the announced
arganization and strategy changes, we have taken the decision to
simplify our annual shart-term incentive plan ST plan) and to focus
the annual incentive on operating profit (70%I, 2 strategic objective
{20%), along with anenvironment, social and governance {ESG) related
metric {10%I]. While we have always believed that ESGis core to how
wa run our business and our role insaciety, 2020 has demonstrated
clearly the impartance of aur role in society and the Personnel
Committee decided that it would now be approgpriate to farmalize

this as part of our incentive structure.
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Shareholder outreach

Having met with many of our sharehalders throughout 2018 and
2019 to get their input on our compensation polices and programs,
we had a maore limited cutreachin 2020. One comment we did hear

in 2020 was to formally incent ESG as part of our incentive framewark.
Inaddition, we were pleased with the support our shareholders
demonstrated with the support to our Remuneration Paolicy in the
2020 Annual General Meeting.

Mew CEO compensation
Pekka Lundmark's base salary and target incentives are at the same
level as his predecessar.

m Mr. Lundmark received his base compensation for the pericd
from August 1, 2020 to the end of the financial year together
with a pro rata bonus for the last five months of 2020, based
on the perfarmance of the company. His bonus for 2020 totaled
EUR 573 068.

Inaddition, Mr, Lundmark received an award of EUR 1.3 million of
restricted shares anjaoining to buy out the awards he forfeited on
leaving his previous amployer, Mr, Lundmark was invited to join the
co-investrment based long-termincentive arrangement (el Tl) targeted
to engage senior leaders with the long-term nature of our business
and share price, and purchased EUR 2.6 million of Nokia shares against
which he was given a matching award of EUR 5.2 million of Mokia 2020
performance shares. This investment by Mr. Lundmark aligns him

with shareholders from the start andis a sign of his commitment

and engagement with the campany. Delivery of actual Nokia shares
would take place in 2023 subject to performance conditions.

Former CEOQ compensation

Mr. Suri continued to lead Mokia until July 31, 2020 and remained
employed during 2020 to support the transition of leadership and
relationships with our key customers and stakeholders, remaining
active with our customers and helping us close contracts with them
up to and after stepping down as President and CEQ. His leadership
was critical during the disruptions caused by COVID-19.

m Mr.Suri received his base salary and incentives throughout 2020.
The balance of his notice period was paid outin cash in accordance
with his contract and his annual incentive and benefits were similarly
handled in accordance with the rules of the incentive plan and his
contract. Facing a period of up to six months before Mr. Lundmark
would be able tojoin, and an increasingly uncertain global economy
due to COVID-19, retaining Mr. Suri's ongoing commitment was
essential to ensure stability of the company until Mr. Lundmark
was able to join.

Mr. Suri received a payment of EUR 2 028 666 on departure in
accordance with amounts due under his contract.

2020 remuneration outcomes

Ina year of challenge and change, our incentive plan payments reflect
the performance of the company. In a year of challenge and change,
our incentive plan payments reflect the performance of the company.
The structure of the President and CEQ's compensation arrangements,
with the emphasis on results based variable pay, and the 2020
above-target free cash flow achievement and the below-target revenue
and prafit achievernent, have led to an averall payrment of 84% of
target short-term incentive for Mr. Lundmark as Fresident and CEQ.

2020was alzo the year in which Mr. Suri's 2018 long-term award
vested. The outcome of this, at 56.82% of target vesting, is reflective
of the performance achievement during the period.
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Corporate governance

Share ownership requirement

The President and CED is required to own three times his hase salary
inMNakia. Mr. Lundmark starts his tenure with Nakia with a significant
purchase of EUR 2.6 million of shares under the el Tl co-investment
arrangement uncer which he was given a matching award of

EUR 5.2 million of Nokia 2020 performance shares. He also received
anaward of EUR 1.3 million of Mokia 2020 restricted shares to buy
out awards forfeited on leaving his former employer.

Short and long-term incentives in 2021
QOur 2021 incentive plans follow this structure:

Delivering the next year's step in the strategic plan -
Short-term incentive

Deliver onour responsibilities

Daliver Deliver meaningful

operating strategic actions to reduce carbon ernissions

profit and become a more diverse
employer

The 202 1 long-term incentive is based on performance over the
life of the three-year plan from the date of the award, The metric
is absolute total sharehaolder return. By using this metric, we will
incentivize executives to deliver the desired business results and
support the restoration of the dividend and the transparency far
participants to see how the planis performing.

In summary, we believe that our compensation policies have facilitated
anorderly transition in leadership in an exceptionally disrupted year
and that the policy and plans set the company up well to support the
strategy announced by Mr. Lundmark in October 2020,

In the Remuneration Report, we also show a comparisonof the
development of compensation for the Board members and the
President and CED, against average employae remungration and
Mokia's financial development over the last five years, The comparison
shows a clear link between President and CEQ pay and company
performance, with President and CEDQ realized pay falling nearly

8% between 2019 and 2020 in line with company performance.

We will continue to monitor this alignment.

Bruce Brown, Chair of the Persannel Committee
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Compensation
continued

Remuneration Policy 2020

Qur Remuneration Policy was supported by 86% of the vote at the 2020 Annual General Meeting, The information below is provided as a

summary for ease of referance.

In addition to applying the Remuneration Policy to our President and CEQ, the principles of our policy extend to the Group Leadership Team.
This includes caps to equity award amaunts and provisions related to clawback.

The Board regularly monitars the effectiveness of the measures used in our incentive plans to ensure that they align with and drive the strategy

of the company.

Remuneration summary for the President and CEQ

Year ending December 31, 2021, subject
to and in accordance with the scparately

published Remuneration Policy supported Year ended Year ended
Elemant by the Annual Genersl Meeting 2020 December 31, 2020 December 37, 2020
Mame Pekka Lundmark Pekka Lundmark (from 1 August) Rajeev Suri (to 31 July)
Base salary ELR 1 300000 EUR 1 300 GO0 EUR 1 300000
[full-year eguivalent) [full-year equivalent}
Short-term Targét award: 1258 of base salary Target award: 125% of bases.éiary i Target award: 125 of base sélén,r
incentives
: : Minimum 0% of base salary Minimum 0% of base salary Minimum 0% of basa salary
Maximum 281.25% of base salary Maximum 281.2 5% of base salary Maximum 281.25% of base salary
Measures: Measures: Measures:
® 100% Naokia scorecard ® 1008 Nokia scorecard ® 100% Nokia scorecard
= T0% aperating profit = 205 revenue = £(%b revenue
- 20% strategic chjectives - 40% operating prafit - &0% operating profit
- 10% Environmant, social - 408 fraa cash flow - 4% froe cash flow
and governance ; ¥ g 2 2 : 3 pix
Achievement against measures is multiplied  Achievernent against measures is multiplied
by the business results multiplier loperating by the businass results multiplier loperating
profit), the everriding affordability measure,  profith, the overriding affardability measure.
Long-term Target award; 200% of base salary Target award: 200% of base salary Mo 2020 LT award granted to Mr. Suri
incentives IELIR 2 600 000} [EUR 2 600 000 full-year equivalent}
{Perfo
Sharesr;“an“ Minimum 0% of base salary Minimum 0% of base salary
Maximum 400% of base salary™ Maximum 400% of base salary™
Metric: Absclute Total Shareholder Return Metric: Absclute Total Shareholder Return
Pension Cantributian to the mandatory TyEL Contribution to the mandatory TyEL pensian  Contribution to the mandatary TyEL pension
pension plan in Finland. planin Finland. plan in Finland.
Benefits & Life and critical llness insurance, private  Life and critical iliness insurance, private Life and critical iliness insurance, private
mobility medical insurance and company car. medical insurance and company car. medical insurance and company car. In
addition Mr. Suri received mobility refated
benefits during his tenure far the first seven
manths of the year.
Total Target EUR 5525000 EUR 5 525 0009 /A5
Remuneration {full year equivalent}
Share Target: 3 timas base salary Target: 3 times base salary Target: 3 times base salary
ownership

requirement Target famountk EUR 3 900 000

Target (amounth EUR 3 900 000

Target (amaount); EUR 2 900000

(1] Exchacing shame price growth,

(2] Exchuding 2020 matdhing performance shame award under the elTl co-investment amangement

(3] Mr, Suri wars Pregident s d CEQuntl uly 31, 2020,
[
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Purpase

Pravide competitive base
salary to attract and retain
individual with the requisite
level of knowledge, skills
and experience to lead

our businasses.

Ta incentivize and reward
perfarmance against delivery
of the annual business plan,

To reward for delivery of
sustainable long-term
perfarmance, alignthe
President and CEQ's interests
with those of shareholders
and aid ratention.

Operation

Base pay is normally reviewad annually taking into
consideration a variety of factors, including, for example,
the fallowing:

m perfarmance of the company and the individual;
® remuneration of our external comparatar group;
m changes inindividual responsibilities; and

m employee salary increasas across Mokia and in the local
market.

Shart-tarm incentives are based on performance against
single-year targets and normally paid in cash,

Targets faor the short-term incentives are set at the start
of the year, in the context of analyst expectations and the
annual plan, selecting measures that align to the delivery
aof Makia's strategy.

Achievameant is assessad at the end of tha year.

Shart-term incentives are subject to the clawback palicy
(see below).

Long-term incentive awards are normally made in
perfarmance shares and paid for performance against
longer-term targsts,

Targets are set in the context of the Nokia long-term plans
and analyst forecasts ensuring that they are considered
both demanding and metivational.

Lang-term incentives are subject to the clawback policy
[sae balow).

To f:-ré;ide for retirement with  Retirement a'ge is defined and peﬁ'si'ur'wé'aré'hr-dx;idéé in

a laval of cartainty.

To attract, retain and protect
thea President and CEQ.

line with lecal country arrangemeants; in Finland this is the
statutory Finnish pension system (Finnish TyELL

Under the TvEL arrangaments, base salary, incentives and
other taxable benefits are included in the definition of
earnings while gains fram equity-related plans are not.

Ma supplemental pension armangemeants are provided
in Finland.

Benefits are made available as part of the same policy
that applies to employees more broadly in the relevant
country, with additional security provisions, as
apprapriate

Corporate governance

Oppartunity

Pay reviews are set within the context of employee
increases and changes within the Maokia peer group.
Changes reflect not only improving performance but also
improving competence and skills as would be applied to any
other employee inMakia,

Target award: 12 5% of base salary
Minimum 0% of base salary

Maximum 281.2 5% of base salary

Target award: 200% of base salary
Minimum 0% of base salary
Manirmum 400% of base salany™.

The Beard's Personnel Committas retains discretion to make
awards up to twice that level in exceptional circumstances
such as forexample uponrecruitment, significant change in
respansibilities, significant strategic change or ather similar

events, The use of discretion would be explained at the time.

Pursuant o Finnish legislation, Makia is required to make
cantributions ta the Finnish TyEL pansion arrangements
in respact of the President and CEQ. Such payments can
be characterized as defined contribution payments.

The amount is disclosed inthe Remuneration Repart.

The value will be the cost to the company.
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Compensation
continued

llustration of the eaming opportunity for the President and CEQ
The illustration below shows the pay companents of the President and
CEO at minimurm, target and maximum payout. This also includes an
annualized amount representing the matching performance share
award for the 2020 elTl co-investment arrangement.

Earning opportunity of the President and CEO [EURm)

16
14
12
10
8
7]
4
2
o N
Mim Tarpet  Max
W Base salary

W Short-term incentive
B Long-term incentive
B Co-investment arrangement

Share ownership requirement

Mokia believes that itis desirable for its executives to own sharesin
Mokia to align their interests with these of shareholders and to ensure
that their dacisions are in the long-terminterest of the company. The
President and CEQ is required to own three times his or her base salary
in Mokia shares and s given a period of five years from appointment to
achieve the required level of share ownership,

Remuneration on recruitment

Our policy on recruitment is to offer 2 compensation package thatis
sufficient to attract, retain and mativate the individual with the right
skills for the required role,

On occasion, we may offer compensation to buy out awards or other
lost compensation which the candidate held priar to joining Nokia,
but which lapsed upon the candidate leaving their previous employer.
Due consideration is given to the patential value and timing of such
awards, taking into account any conditions attached to the awards
and the likely performance against such conditions.

Clawback

The President and CEQ is subject 1o a clawback policy where any
restatemeant of financial results may resultin the reclaiming of
amounts previously paid, which had been based on numbers that
have since been materially restated. Any such reclaimed amount,
and the period over which payments can be reclaimed, will take into
account the circomstances and duration of any misstatement. Inthe
case of unintentional misstatement, payments made within the last
three years may be subject to the policy at the discretion of the
Personnel Committee,

Termination provisions

In the aevent of a termination of employment, any payable
compenzation is determined inline with legal advice regarding local
legislation, country palicies, contractual obligations and the rules of
the applicable incentive and benefit plans. Current termination
pravisions of the President and CED's service agreement are described
in the Remuneration Repart.

Change of control arrangements, if any, are based ona double trigger
structura, which means that both a specified change of control event
and termination of the individual's employment must take place for
any change of control-bazed severance payment to materialize.

Remuneration surmmmary for the Board of Directors

The Board's Corparate Governance and Mamination Committee
periodically reviews the remuneration for the Chair and members of
the Board against companies of similar size and complexity to ensure
Mokia is able to attract a suitably diverse and relevant mix of skills,
experience and ather personal qualities in arder to maximize the value
creation for shareholders,

The Annual General Meeting reselves annually an the remuneration
to the Chair and members of the Board, The Chair of the Board's
remuneration was last changed in 2008, The Board members' annual
fees were last changed in 2016 with the previous change in 2007,
The structure of the Board remuneration for the current term of the
Board is set out inthe table below,

Fees Fees consist of annual fees and meeting fees.

Approximately 40% of the annual fee is paid in Nokia
shares purchzsed from the market on behalf of the
Board membaers or alternatively delivered as treasury
shares held by the company. The balance is paid in
cash, most of which is typically used to cover taxes
arising from the paid remuneration.

Meeting fees are paid in cash.

_Meeting fees are not paid to the Chair of the Board.
Mon-executive directors are not eligible to particpate
in any Nokia incentive plans and do not receive
performance shares, restricted shares ar any ather
equity-based ar ather farm of variable compensation
for their duties as members of the Board.
Man-executive directors do not participate inany

Mekiapensienplans.
Members of the Board shall narmally retain until the
end of their directorship such number of shares that
correspands to the number of shares they have
received as Board remuneration during their first three
years of service in the Board {the net amount received
after deducting those shares needed to offset any
costs relating to the acquisition of the shares,
including taxes).

Directors are compensated for travel and
accommodation expenses as well as other costs
directly related to Board and Committee waork,
The compensation is paid in cash.

Incentives

Pensions
Share
ownership
requirement

t!'ther
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Remuneration for the term that began at the Annual General Meeting
held on May 27, 2020 and ends at the dose of the Annual General
Meeting in 2021 consists of the following fees:

Annual fee EUR
Chair 440000
Vice Chair 185000
Member 160 000
Chair of Audit Committee 30000
Member of Audit Committee 15000
Chair of Personnel Committae 30000
Chair of Technology Committee 20000
Meecting fee'" EUR
Meeting requiring intercontinental travel 5000
Meeting requiring continental travel 2000

1] Paid for a maximum of seven mestings per tenm, Hot paid bo the Thair of the Board,

Proposals of the Board of Directors to the Annual General Meeting
2021 were published on February 4, 20271, The Board proposes an
the recammendation of the Board's Corporate Governance and
Momination Committee to introduce additional annual fees to be

paid to the members of the Personnel Committee and Technology
Committee in addition to the Committee Chairs. Other remuneration
payable to the Beard members would remain unchanged and no
additional annual fee is proposed to be paid to the members of the
Corpaorate Governance and Momination Committee or the Chair of the
Board for her service in any of the Board Committees.

Consequently, on the recommendation of the Board's Corparate
Governance and Nomination Committee, in line with the company's
Remuneration Policy presented to and supported by the Annual
General Meeting 2020, the Board of Directors proposes to the Annual
General Meeting that the annual fes payable for a term ending 2t the
close of the next Annual General Meeting be as follows: EUR 440 000
for the Chair of the Board, EUR 185 000 for the Vice Chair of the
Board, EUR 160 000 for each member of the Board, EUR 30 000 each
for the Chairs of the Audit Committea and the Personnel Committee
and EUR 20000 for the Chair of the Technology Committee as an
additional annual fee and EUR 15 000 for each member of the Audit
Committes and Personnel Committee and EUR 10000 for each
member of the Technology Committee as an additional annual fee.
Meeting fees would remain at current level. Furthermore, the Board
also proposes that members of the Board of Directors shall be
compensated for travel and accommodation expenses aswell as
other costs directly related to Board and Board Committee wark,

Itis proposed that approximately £0% of the annual fee be paid in
Mokia shares purchased from the market, or alternatively by using
treasury shares held by the company. The meeting fee, travel
expenses and other expenses would be paidin cash.
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Compensation
continued

Please note that the Remuneration Report, applicable to the Presicent and CEO ang the Board, subject to

an advisory vote at the 2021 Annual General Meeting, starts below and is also published on a stock exchange
release. Other compensation-related information provided before and after the Remuneration Report is not

subject to a vote at the 2021 Annual General Meeting, but provides further information on the compensation
policies applied within Nokia and the compensation of the Group Leadership Team.

Remuneration Report 2020

Introduction

This Remuneration Report of Nokia Corporation (the Repart) has been approved by the company's Board of Directors (the Board) to

be presented to the 202 1 Annual General Meeting. The resclution of the Annual General Meeting onthe Report is advisory. The Report
presents the remuneration of the President and CEOQ and the members of the Board for the financial year 2020 in accordance with the
Finnish Decrea of the Ministry of Finance 608/2019, the Finnish Caorporate Governance Code of 2020 as well as other applicable Finnish
laws and regulations. The Annual General Meeting held onMay 27, 2020 resolved to support Nokia Corporation's Remuneration Palicy
{the Policy) with 86.37% of the votesin favor of the Policy. Both persons who have acted as the President and CEO as wall as the members
of the Board have been remunerated in accordance with this Policy during the financial year 2020. No temporary or other deviations from
the Policy have been made and no clawback provisions have been exercised during the financial year 2020.

In 2020 our remuneration structure promoted the company’s lang-term finandal success by setting the perfarmance criteria for short-
and long-termincentives to support the company’s short- and long-term goals, as well through sharehclding requirements set for the
President and CEQ and the Board members. Aligned with Nokia's pay-for-performance remuneration principle, performance-based
compensation was emphasized over fixed base salary. The setting and application of the performance criteria for incentive programs
executed the philosophy of pay-for-performance and supported the delivery of the corporate strategy as well as the creation of long-term
sustainable shareholder value.

The table below compares the development of the remuneration of aur Board of Directors, President and CEO, average employee pay and
company performance.

Agpregate remuneration President and Total Sharcholder Return

of the Board of CEOQ actual Average Salarics [Rebased to 100 at

Year Directors (EURJ™ remun eration ([EUR) mnd Wages (ELUR]™ Revenue (EURm) 31Dec 2015

2016 2050902 9508156 61108 23614 73.29

2017 2 138000 6423559 63 461 23147 64.05

2018 2203000 4 651009 63 220 22 563 8592

2019 2219000 3897625 61 980 23315 57.48
2020 2016000 3587781 65 787 21852 5495

[1] Aggregate kotal rermuneration paid to te mermibers of the Board during the financial year asannual fee andmeeting fee, as applicable, and a5 approved by general meetings of shareholders.
The value depends on the nuriber of members elected te the Board for each term a5 well 35 on the composition of the Board corremittess and travel recuired. Meeting fees were intradisced
in 201 6 and the Board's Technology Committes was estaphshed in 2018 after which the Board has had four Committees.

(2] Average salaries and wages are epaorted in the company's finandal statements based on average employes numbers and total salaies and wages.

(3] Total sharcholder netum on last trading day of the previous year.

We also present this data graphically:
Comparative data (rebased year end 2015 = 100)

200%
R
150% | R —
——

100% |
50% e

(4]
At year end 2016 am7 ZME 2019 FLELH

205

= Remuneration of the Board of Directors
President and CEQ actual remuneration

= Average salaries and wages

- Revenue

== Tatal Shareholder Return

While the graph reflects the euro values paid during each financial year, in practice the Board members' remuneration cosely aligns with the
performance of the company and the total shareholder return. Approximately 40% of the Board members’ annual fees were paid in Makia
shares purchased from the market an their behalf and the directors shall retain until the end of their directorship such number of shares
that corresponds ta the number of shares they have received as Board remuneration during their first three years of servicein the Board.
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The rest of the annual fee was paid in cash, most of whichis typically used to cover taxes arising from the remuneration. It is the company's
policy that the non-executive members of the Board do not participate in any of the company’s equity programs and do not receive
performance shares, restricted shares, or any other equity-based or other variable compensation for their duties as Board members.

All members of the Board were non-executive during the financial years 2016-2020.

The pay-for-performance remuneration principle applied to the President and CED as well as the shareholding requirement of the
President and CED and the Board members, as applicable, contribute to an alignment of interests with shareholders, while also promating
and incentivizing decisions that arein the long-term interest of the company.

We lock forward to our shareholders’ support and confirmation that the Report is aligned with the Remuneration Policy.

The President and CEQ

The following table shows the actual remuneration received by the two persons who have acted as the company's President and CEQ in
2020 and 2019. As our CEO changed in the financial year 2020, both individual and aggregate figures are presented in respect of service
as President and CEO for comparison purposes. The long-termincentive payments reflect actual payments in the respective years
attributable to the vesting of the 2017 Mokia performance share plan in 2020 [comparative figures show the payment of the 2076 Nokia
perfarmance share planin 2019).

2020 2020 2020
EUR {Combined) Pay mix™ {Lundmark) Pay mix™ {Surif®  Paymix® 2019 Pay mix™
Salary 1301032 37% 5471 667 49% 759 365 32% 1 300000 34%
Short-term incentive™ 1518 765 43% 573068 51% 945697 40% 637 163 17%
Long-termincentive® 687 740 200 M/A N/A G687 740 29% 1841 843 &9%
Other compensation™ 80 244 14712 65512 118619
Total 3587781 1129 447 2458314 3897625

{1} Payrrix reflects the proportions. of bace salary, short-term incentive nd long-term incentive of total compensation, exduding other compensation,

{2] Mr. Suni's cormpensationis showa in respect of his service as President and CED bo July 31, 2020. In addlion, in respect of his services as an adwser between stepping down as President and CEO
onuly 31, 2020 and his last day of work on January 1, 2021 he received EUR 540 635 salary, BUR 679 303 bonus and EUR 32 047 in benefils. After his departure, in accondande with his contract,
M. Suri received payrment inlieu of the balance of his notice period of EUR 866 667 in respedt of salary, EUR 1 083 333 in respect of borus and ELUR 78 666 in respect of benefis,

1] Short-term inoentives represent amounts samedin nespact of the fnsndal year, but that are paidin Apel of the following pear,

14] Thelong-termn incentive payrment to Me Sun represents the vesting of his 2017 performande share award,

151 Dthirr compengation includes for Mr, Suri's housing equaling EUR 23 804 {20719 EUR 48 0481 travel assistano equaling EUR 2 798{201% EUR 16 813); tax services equaling EUR 16 350
{20713 EUR 16 B26); and cther benefits induding mobile phone, dever and supslermental redical and disability insuranos equaling BUR 22 561 (2019: EUR 36 9311 For Me Lundmark othwer
compensation indudes rmekde phone, diver and disabsbity insurance equaling EUR 14 712,

Pursuant to Finnish legislation, Nokia is required to make contributions to the Finnish TyEL pension arrangements inrespect of the
President and CED. Such payments can be characterized as defined contribution payments. In 2020, payments to the Finnish state pension
systermn equaled EUR 259 952 for Mr. Suri in respect of his service as President and CEO [EUR 353 846 in 20719} and EUR 103 256 for

Mr. Luncmark. No supplementary pension arrangements were offerad.

Hire and 2020 arrangements for Mr. Lundmark
Mr. Lundmark was appainted as President and CED from August 1, 2020, which was a month earlier than initially announced on March 2,
2020. His hire arrangements are summarized below and are in accordance with the Remuneration Palicy:

tem Action Amount Hote
Salary Pro-rated from August 1, 2020 EUR 1.3 million per annum, Inline with Policy and contract
pro-rated

Short-term Paid at actual for 2020 EUR 573 068 Inline with Policy and STl plan rules

incentive 2020 . . : o o o .

Long-term Performance share award vests in 2023 Target EUR 2.6 million Inline with Policy, contractand 2020 LT

incentive 2020  subject to TSR performance - - plan rules _

elTl In return for a purchase and continued Target EUR 5.2 million Inline with Policy and elTl arrangement

co-investment  holding of 2.6m EUR waorth of Nokia shares, rules and in common with the

arrangement a 2:1 award of Nokia 2020 performance arrangement provided to Mr. Suri,
shares was made. These vest in 2023 subject Mr. Lundmark was invited to participate
to TSR performance and continued haolding in the elTl co-investment arrangement.
of the purchased shares. This required him to make a substantial

personal investment in Mokia shares
aligning his personal interests with
those of shareholders from the start.

Restricted Award in recogniticn of forfeiting previous EUR 1.3 million Inline with Policy, 2020 restricted share

shares employer awards. In determining the value plan rules and inrecognition of forfeited
of this restricted share award, the Board awards from Mr. Lundmark’s previous
took due account of the structure, time employer,

horizons, value and performance targats
of his forfeited awards. Will vest in three
equal tranches in 2021, 2022 and 2023,
Benefits Pro-rated from August 1, 2020 Standard Finnish benefits plus  Inline with Policy and contract
tax compliance support, No
housing or relocation paid.
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Short-term incentive
The 2020 short-termincentive framewaork for the President and CEQ was based on three core metrics: revenue, operating profit and free
cash flow. Achievement against the 2020 targets was as fallows:

Metric Wreight Target EURmM Achivvement
Revenue 20% 23070 82.23%
Operating profit 40% 2234 74.16%
Free cash flow 40% 849 135.80%

Performance against these key finandal targets was then multiplied by a business results multiplier IBRM), which acts as a funding factor
{based on operating profit) for the shert-term incentive plan for most employees, to determine the final payment. The BRM for 2020
was 84%. Accordingly, the short-termincentive of Mr. Lundmark as the President and CED equaled EUR 573 068 or 84% of the pro-rated
target award.

Long-term incentives

In 2020, Mr. Lundmark was awarded the following equity awards under the Nokia equity program. The performance condition for the 2020
performance shares is based on absolute total shareholder return and the actual achievement will be detailed following the end of the
three year performance period. See the more detailed hire arrangements for Mr. Lundmark above for further information. Mr. Suri was not
awarded any performance shares or restricted shares under the 2020 long-term incentive plans.

Grant date fair

Performance share awards' Units awarded value (EUR] Grant date Vesting
Awarded as regular performance share award 671 800 1753398 MNovember 6, 2020 Q42023
Awarded as el Tl performance share award 1390 894 4923 765 August 10, 2020 032023
Restricted share award s

Awarded as recruitment award 352 400 1471975 August 10, 2020 Q4 2021, 2022 and 2023

{1] The 2020 performance share planhas 2 three-year performance pericod based on absolute total sharcholder return, The masimuem payout is 200% subject tomasimum performance against the
performance critenicn. Viesting is subject to continued employment.
(2] Awardin recognition of forfeiting previous ermployer awards. Vesting of the trandhes of the 2020 restricted share sward isconditional on continued employment,

The restriction period of Mr. Suri's 2018 performance share award ended on December 31, 2020 and the award vested at 56.82% of target
and was worth EUR 1 347 542. In addition, the restriction period for Mr. Suris 2018 performance share award, resulting from his 2018
co-investment, also ended on December 31, 2020 at 56.82%, worth EUR 2 288 2 34. Achisvement against the 2018 targets was:

Porformance Share Award 2018 Units awarded  Target Achicverment  Units vesting

2018 annual award 677 600 market share, earnings per share, free cash flow 5682% 385012
2018 el Tl matching performance share award 1 150618  market share, earnings per share, free cash flow 56.82% 653 781
Share ownership

Qur share ownership policy requires that the President and CEQ halds a minimum of three times his or her base salary in Mokia shares in
arder to ensure alignment with shareholder interests over the long term. This requirement was met by Mr. Suri. Mr. Lundmark is within the
five year time limit to achieve this shareholding and has made a significant investment in Nokia shares.

Mr. Lundmark Units -\;‘lhll."'"fEUF-‘;J_
Benefically owned shares as of December 31, 2020 788850 Z 484 878
Urwvested shares under outstanding Mokia equity plans™ 2415094 7607 546
Total 3203 944 10082 424

1] The values ame based on the closing price of 3 Mokia share of EUR 3.15 on Nasdag Helsinki on December 31, 20200
[2] The number of units represents the number of umvested awards as of Decernber 31, 2020,
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Mr. Lundmark's termination provisions are as follows:

Termination by  Reason Notice Compensation

haokia Cause Mone The President and CEQ is entitled to no additional compensation and all
unvested equity awards would be forfeited after termination.

Mokia Reasons other Upto 12 months  The President and CEQ is entitled to a severance payment equaling up to

than cause 12 months of compensation lincluding annual base salary, benefits, and target

incentive) and unvested equity awards would be forfeitad after termination.

Fresident Aniy reason 12 months The President and CEQ may terminate his service agreement at any time

and CEQ with 12 months' prior notice. The President and CED would either continue

to receive salary and benefits during the notice period or, at Mokia's
discretion, a lump sum of equivalent value. Additionally, the President and
CEQ would be entitled to any short or long-term incentives that would
normally vest during the notice period. Any unvested equity awards would
be forfeited after termination.

President Mokia's material Upto 12 months  Inthe event that the President and CEQ terminates his service agreement
and CEQ breach of the service bazed on a final arbitration award demaonstrating Mokia's material breach of
agreement the service agreement, he is entitled to a severance payment equaling up to

12 months of compensation (including annual base salary, benefits and target
incentive). Any unvested equity awards would be forfeited after termination.

The President and CEQ is subject to a 12 -manth non-competition and non-solicit obligation that applies after the termination of the
sarvice agreement or the date when he is released from his obligations and resporeibilities, whichever accurs earlier.

Board of Directors

The sharehalders resalve annually on director remuneration based ana proposal made by the Board of Directors on the recommencdation
of the Board's Corporate Governance and Nomination Committee.

At the Annual General Meeting held on May 27, 2020, Risto Sillasmaa and Olivier Piou stepped down from the Board and the Annual General
Meeting resolved to elect nine members to the Board. The following Board members were re-elected for a term ending at the dose of the
Annual General Meeting 202 1: Sari Baldauf, Bruce Brown, Jeanette Horan, Edward Kozel, Elizabeth Nelzson, Saren Skou, Carla Smits-Musteling
and kari Stadigh. Thomas Dannenfeldt was elected as a new member of the Board for the same term.

The aggregate amount of compensation paid to Board members in 2020 equaled EUR 2 016 000 of which EUR 1 885 000 consisted of
annual fees and the rest of meeting fees. In accordance with the resclution by the Annual General Meeting 2020, approximately 40% of the
annual fee from Board and Board Committee work was paid in Mokia shares purchased fram the market on behalf of the Board members
following the Annual General Meeting. The directors shall retain until the end of their directorship such number of shares that corresponds
to the number of shares they have received as Board remuneration during their first three years of service in the Board. The rest of the
annual fee was paid in cash, most of which is typically used to cover taxes arising from the remuneration. All meeting fees were paid in cash.

It is the company’s policy that the non-executive mambers of the Board do not participate in any of the company's equity programs and
do not receive perfarmance shares, restricted sharas, or any ather eguity-based or ather variable compensation for their duties as Board
members. Mo such variable compensation was paid since all persons acting as Board members during the financdial year 2020 were
nan-executive,

The following table cutlines the total annual compensation paid in 2020 ta the members of the Board for their services, as resclved by the
shareholders at the Annual General Meeting.

ﬁﬂ%of ;:|1nuui
Total 0% of annusl fees and all MNumber of Shares
TR Eration fees paid in- meoting fees paid — Appraximately 40%
Annual fee (EUR]  Meeting fees [EURF" paid {[EUR) shares [EUR) in cash (EUR] of the annual foe
Sari Baldauf {(Board Chair]* 440000 5000 445000 176 000 269000 48523
Kari Stadigh [Board Vice Chairl 185000 11000 196000 74 000 122000 20401
Bruce Brown 190000 22000 212000 76 000 136000 20953
Thomas Dannenfeldt ifrom May 27, 2020) 175000 - 175000 70000 105 000 192499
leanette Horan 175000 20000 195 000 70000 125000 19299
Edward Kozel 195000 17 000 212000 78 000 134 000 21504
Elizabeth Melson 175000 17 000 192 000 70000 122000 19299
Olivier Pigu {until May 27, 2020)% - 11000 11000 - 11000 -
Risto Sillasmaa [until May 27, 20201 - - - - -
Seren Skou 160000 11000 171000 64 000 107 000 17 644
Carla Smits-Nusteling 190000 17 000 207 000 76 000 131000 20953
Total 1885000 131000 2016000 754 000 1262 000 207 875

1] Meeting fees inchede ol meeting feespaid for the term that ended at the Annual General Meeting held cn May 27, 2020 and meeting fees accrued and paid in 2020 for the term that began at the
same meets

12] Meeting feepaid for the tenm that ended 3t the Annual General Meeting on May 27, 2020, 5ari Baldaul was elected Chair of the Board on May 27, 2020, Meating fees are not paid to the Chaired
the Board,

{3] Stepped down at the Annual General Meeting on May 27, 2020 and thus did not recetve any anmual fee in 2020,
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Remuneration governance

We manage our rermuneration through clearly defined processes,
with well-defined governance principles, ensuring that no individual
isinvalved in the decision-making related to their own remuneration
and that there is appropriate oversight of any compensation decision,
Remuneration of the Board is annually presented to shareholders for
approval at the Annual General Meeting and the remuneration of the
President and CEQ is approved by the Board.

Rermuneration of the Board is annually presented ta shareholders

for approval at the Annual General Meeting. The Board submits its
proposal to the Annual General Meeting on the recommendation of
the Board's Corporate Governance and Momination Committae, which
actively considers and evaluates the appropriate level and structure
of directors' remuneration. Shareholders also autharize the Board

to resolve ta issue shares, for example to settle the company's
equity-hased incentive plans based on the proposal of the Board.

The Board of Directors approves, and the independent members
af the Board confirm, the compensation of the President and CED,
upon recammendation of the Personnel Committee. The Persannel
Committee consults regularly with the President and CEQ and the
Chief Peaple Officer though they are not present when their own
compensation is reviewed or discussed. This enables the Persannel
Committee to be mindful of employee pay and conditions acrass
the broader employee population. The Committee has the power,
inits sole discretion, to retain compensation consultants to assist
the Personnel Committee in evaluating director and executive

campensation,

The Personnel Committee Chair regularly engages with shareholders
onpay and broader matters to hear their views on our compensation
palicies, programs and associated disclosures and reflect ontheir
feedback. For example, we had increased the performance period to
three years in response to shareholders’ feedback,

Work of the Personnel Committee

The Personnel Committee convened six times during 2020
with a general theme for each meeting. All meetings were held
in accordance with COVID-19 restrictions.

1 Approvals & reporting

2 Long-term direction & market review

|
W 2 Philosophy & structure
l
W 4 Planning

The President and CEQ

The President and CEQ has an active role in the compensation
governance and performance management processes for the Group
Leadarship Team and the wider employee population at Makia,

The President and CEQ is not a member of the Personnel Committee
and does not vote at Personnel Committee meetings, nor doeshe
participate in any corversations regarding his own compensation.

January
® |ncentive targets and
ohjectives

® Maokia Equity Program

® [nvestor feedback on
rermuneration practices

March
| President and CEQ
remuneration

8 Rermnuneration policy review

May

B [ong-term incentive
nominations for the Group
Leadership Team

® |nyvestor feedback from
Remuneration Palicy votingin
the Annual General Meeting

Advisors

July
® Annual General Meeting update

® Personnel Committes advisor
update

B Review of Share Ownership
and Clawback Policies

October
® Alignment on long-term
incentive approach

| Risk review

December
m 2021 incentive pragram
framework

m Cylture

B Remuneration Report

for 2020

The Personnel Committes engaged Willis Towers Watson, an
independent external consultant, to assist in the review and

deter mination of executive compensation and program design and
provide insight into market trends and regulatory developments.
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Nokia Group Leadership Team remuneration

At the end of 2020, the Group Leadership Team consisted of 17 persons split between Finland, other Eurapean countries and the United States.
Far information regarding the current Group Leadership Team composition refer to the Carporate Governance Staterment.

iinrn-e Paosition in 2020 Appointment date .
Pekka Lundmark President and CEOQ {from Aug 1, 20200 August 1, 2020
Rajesv Suri President and CEQ funtil July 31, 2020) May 1, 2074
Massib Abau-Khalil Chief Legal Officer August 1, 2019
Basil Alwan Co-president of IP/Optical Networks January 8, 2016
Ricky Corker President of Customer Operations, Americas January 1, 2019
Barry French Chief Marketing Officer January 8, 2016
Sanjay Goel President of Global Services April 1, 2018
Bhaskar Gorti President of Mokia Software January 8, 2016
Federico Guillén President of Customer Operations Officer, EMEA & APAC lanuary 8, 2016
Jenni Lukander President of Mokia Technologies August 1,2019
Sandra Motley President of Fixed Metworks January 31, 20179
Sri Reddy Co-president of IP/Optical Networks May 15,2018
Raghav Sahgal President af Mokia Enterprise (fram Jun 1, 2020) June 1, 2020
Kathrin Buvac President of Mokia Enterprise (until May 30, 2020i January 8, 2016
Gabriela Styf Sjman Chief Strategy Officer December 1, 2019
Tommi Uitto President of Mobile Networks January 31, 2019
Marcus Weldon Chief Technology Officer and President of Bell Labs April 1, 2017
Stephanie Werner-Dietz Chief Human Resources Officer January 1, 2020
Marca Wirén Chief Financial Officer {fram Sep 1, 20201 September 1, 2020
Kristian Pullola Chief Financial Officer funtil Aug 31, 2020) lanuary 1, 2017

The remuneration of the members of the Group Leadership Team
lexcluding the President and CEQ) consists of base salary, fringe
benefitz and short- and long-term incentives. Shart-term incentive
plans are based onrewarding the delivery of business performance
utilizing certain, or all, of the following metrics as appropriate to the
member’s rola: revenue, operating profit, free cash flow and defined
strategic objectives.

Remuneration of the Group Leadership Team in 2020

Executives on the Group Leadership Team are subject to the same
remuneration palicy framework as the President and CED. This
includes being subject to clawback and shareholding requirements.
The shareholding requirement for members of the Group Leadership
Team is two times their hase salary.

Rermuneration of the Group Leadership Team lexcluding the President and CEOl in 2020 and 2019, in the aggregate, was as follows:

Salary, short-term ingentives and other compensation®
Long-term incentives™
Total

2020 2019
EURm/" EURm™
244 29T
3.7 44
28.1 26.1

1] The walues represent each member's time on the Group Leadership Team,

2] Shert-term incentives represent armourts sarmed in resgect of 2020 performance, Dther compensation induedes rmobility related paements, local bensfits and pension costs,

(3] The amountsrepresent e vahee of equity wards that vestedin 2020.

The memiers of the Group Leadership Team [excduding the President and CEQ) were awarded the following equity awards under the Mokia equity

programin 2020:

Bwnrd Units swarded'™ Grant date fair value (EUR) Grant date Vesting
S = S © November 6, 2020 and =
Performance shares® 1575900 4132 482 December 16, 2020 Q4 2023
March 18, 2020,May 7, Q3,2020;Q1,Q3and Q4 in 2021,
Restricted sharas™ 1902 100 4931049  2020and July 1, 2020 2022 and 2023

1] Indudes units awarded o persons whio wee Group Leadership Team rerribers during 2020,

2] The 2020 performance share plan has a three-year performance penod based on absolute wotal shareholder return. The rmakmum payout is 2008 subject to maximum performance against the

performance critenon. Yestingis subject o continued employment.
13 Vesting of the tranchis of the 2020 restricted share awdrd it conditicnal to continued ermployment.
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Unvested equity awards held by the Nokia Group Leadership Team, including the President and CEQ
The fallowing table sets forth the potential aggregate ownearship interest through the helding of equity-based incentives of the Group
Leadership Team in office, including the President and CEO, as of December 31, 2020

Mumber of equity awards held by the Group Leadership Team™
%% of the outstanding shares™
% of the total cutstanding equity incentives

{per instrument)®

Shares receivable Shares receivable Shares receivable

through performance thraugh performance raugh restricted
shares at grant shares at maxdmum'™ shares

7 380503 14 761 006 1897 548
0.13% 0.26% 0.03%

T7.462% 7.42% 47.91%

{1] includes the 17 members of the Group Leadership Team in office a5 of Decernber 31, 2020

{2) The percemtages are caloulstedin relation to the cutstanding number of shares and Letal voling rights of Nokiaas of December 31, 2020, exduding shares held by Nokia Group, Mo member of the

Group Leadership Tearn owns more than 156 of the sutstanding Nokia shares,

(3] The percentages are caloulatedin rdation to the total cutstandng eguity incentives per instrument,

(8] AL rawrrurn performance, under the performance shave plans oulstanding a5 of Decernber 31, 2020, the payout wouldbe 200% and the table reflects this potential raomum payout The restriction
periad for the performance share plan 201 8 ended on December 31, 2020 and Nokia's performance against the performance oriteria set sutin the plan ndies, was sbove the threshald perfomance.
The settlernent to the partidpants under the performance share 2018 plan took pace in February 2021,

Review of our incentive plans

Each year we monitor the performance of our incentive plans against
the targets for the plan, total shareholder return and the impact that
the plans have on total compensation compared with market peers.

Target setting

Targets for the short-termincentives are zet annuzlly at or before the
start of the year, balancing the need to deliver value with the need to
motivate and drive performance of the Group Leadership Tearn.
Targets are selected from a set of strategic metrics that align with
driving sustainable value for shareholders and are set in the context of
market expectations and analyst consensus forecasts. Targets for our
long-term incentive plans are set in a similar context. The long-term
incentive targets are set at the start of the performance period and
locked infor the life of the plan.

Short-term incentives

In 2020 short-term incentive targets and achieverments were based
on a mix of revenue, operating profit and cash flow as well as personal
targets. Targets were maasured either at a Mokia Group level or,
alternatively, a mix of Nokia Group and business group level for
business group prasidents. For 2021 the incentive structure will be
simplified to focus on four metrics;

® Operating profit of Nokia

®m Operating profit for the relevant business group
® Role related strategic objectives

8 E5G [carbon emissions and divarsity)

Those Group Leadership Team members not leading a business group
will have the equivalent propartion of their incentive based on Nakia's
operating profit.

Leng-term incentives

We annually review compensation against key metrics such as total
shareholder return and share price to validate the effectiveness of our
aquity plans.

The 2017 performance share plan vested on lanuary 1, 2020 with
28.9% of the target award vesting based on the achievement against
the revenue and earnings per share targets during the performance
period (financial years 2017 and 2018).

The 2018 performance share plan vested on January 1, 2021 with
56.82% of the target award vesting based on the achievement against
the market share, earnings per share and free cazh flow targets during
the performance period (financial years 2018 and 201 9).

The 2019 performance share plan was the first to be based an a three
year performance period and its perfarmance will be assessed after
the financial year 2021 has ended.

The Perzonnel Committee of the Board determined that the metric
far the 2020 performance share plan should be based on total
shareholder return. This reflects our commitment to driving the best
direct, long-term rezults and fully aligns plan participants with the
interests of shareholders. The global pandemic necessitated a delay
to the award date for our main long-termincentive award from July
to Novernner. The performance period was adjusted accordingly to
ensure that a three-year performance period was maintained and the
November 2020 awards will not vest until a corresponding date three
vears later in 202 3. The performance conditions were not adjusted.

Mokia leng-term incentive plan and employee share purchase plan
2021-2023

The long-termincentive plan (LTI Flan] intends to effectively contribute
to the long-term value creation and sustainability of the Company

and align the interests of the executives and employees with those of
Mokia's shareholders. Nokia's long-term incentive plan for 2021-2023
is a key tool which supports these objectives. Under the LTI Plan the
company may grant eligiole executives and other employees awards

in the farm of both performance shares and restricted shares,
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Awards under the LTI Plan may be granted between the date the plan is
approved and December 37, 2023 subject to applicable performance
metrics as well as performance and/for restriction periods of up to

36 maonths depending on the award. Consequently, the restriction
periods for the last awards granted under the LTI Plan would end

in 2026, Performance matrics as well as weightings and targets for

the selected metrics for performance shares are set by the Board

of Directors annually to ensure they continue to support Nokia's
long-term business strategy and financial success.

The potential maximum ageregate number of Nokia shares that may
be issued based on awards granted under the LTl planin 2021, 2022
and 2072 3 is 350 million. Until the Nokia shares are delivered, the
participants will not have any shareholder rights, such as voting or
dividend rights associated with the performance or restricted shares.
If the participant’s employment with Mokia terminates before the
vesting date of the award or a part of an award, the individual is not,
asa mainrule, entitled to settlement based anthe plan.

For the awards madein 2021, the majority of long-termincentive plan
participants will receive restricted shares rather than performance
shares although the executives, including the President and CEQ, will
cantinue to receive performance shares as the main form of lang-term
incentives. The performance shares will be subject to performance
criterion which will continue to be absolute total shareholder return
and the planvests no earlier than three years from the grant. The
regular restricted share awards will have a three-year vesting period
with diff vesting but, in limited cases predominantly related to
retention, the company may introduce different vesting periods with
tranche vesting. This will simplify plan participation for the employees.

The purpose of the employee share purchase plan [ESPP) is to
encourage share ownership within the Nokia employee population,
increasing engagement and sense of ownership in the company.
Under the ESPP 2021-202 3, subject to the Board commencing annual
plan cycles, the eligible employees may elect to make contributions
from their manthly net salary to purchase Nokia shares at market value
on pre-determined dates on a quarterly basis during the applicable
plan period. Nokia would deliver one matching share for every two
purchased shares that the participant still holds at the end of
applicable plan cycle. Inaddition, the participants may be offered free
shares subject to meeting certain conditions related to participation
as determined by the Board.

The maximum number of shares that can be issued under all plan
cycles commencing under the ESPPin 2021, 2022 and 2023 is

35 million, Participants have immediate shareholder rights over all
shares purchased from the market. Until the matching or free Nokia
shares are delivered, the participants will not have any shareholder
rights, such as voting or dividend rights associated with the matching
or free shares.

HOKIA M 2020
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Pay for performance
Core to our compensation philosophy is 8 desire to pay for performance.

Each year we review overall total sharehclder return compared with
long-term incentive payouts mapping the perfarmance of the plans
against the total sharehalder return curve.

Share price and total sharehelder return vs leng-term
incentive performance

4R

2011
value Long-term incentive plan, as of 31 December

2012 ED13 2014 205 2016 Z0AT ZDME 209" 2020

W Achieved
B Overacheved
Nokia total shargholder refurn (*“TSR™)

* Performance period not yet completed.

Looking at the performance of our long-term incentive plans against
total shareholder return, there is a reasonable alignment with the
performance of the plans declining as total shareholder return,
declines and the trend lines are reasonably aligned.

The Board continues to actively maonitor the performance of
aur lang-term incentive plans to ensure that they deliver value
for shareholders,

Qur peers

In looking for suitable comparators, we have considered curselves a
European technology company and locked at businesses of similar
size, global scale and complexity, such as:

ABB Deutsche Telekom
ASML Ericssan

Airbus Infinean

Atos Kone

BAe Systems Fhillips

BT SAP

Cap Gemini Vadafane
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Business description

BUSINess aescr

Mokia Corporation is a public limited lisbility
company incorporated and domiciled in
Helsinki, Finland. Nokia Oyj is the parent
company (Farent Company or Parent) for all its
subsidiaries [Nakia or the Groupl. Mokia offers
michile and fixed network hardware, software
and services to communication service
providers {CSPs), enterprise customers and
webscales. Our comprehensive portfolio of
products, services and licensing enables the
infrastructure for 5Gand the Internet of
Things. We have 2 global presence with
customers inmare than 100 countries
around the world and operations in Europe,
the Micddle East & Africa, Greater China,

Morth America, Asia-Pacific and Latin Armerica,

&2

The shares of Mokia Corporation are listed

an the Masdaq Helsinki Stock Exchange,

the New York Stock Exchange and the Euronext
Paris Stock Exchange.

tion
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Board's review

Board’s review

In Octcher, Nokia announced

its new operating model and
strategic priorities to ensure
technology leadership,
alignment with the customer
buying behavior and sustainable
financial performance.

The year 2020 will be remembered as a year
that accelerated digitalization and increased
the role of critical networks in the midst of 2
global pandemic. Although COVID-19 caused
unprecedented shutdowns around the world,
network infrastructure solutions kept the
glabal ecanomy and daily life running.

Mokia delivered a financially solid 2020 with
strengthened gross margin and operating
margin performance. This development was
supparted by enhanced our competitiveness
and cost position of our maobile radio
products, the overall positive development of
Mokia's Netwark business and a regional mix
shift towards the higher margin North America
region. Free cash flow was strengthenad,

and the financial position remained stable.

Impartant milestones during the year
included the completion of the search for a
new CEQ, with the Board appointing Pekka
Lundmark as Nokia's CEQ on March 2, 2020,
Mr. Lundmark started in his new role on
August 1, 2020 and Rajeev Suri, Mokia's
long-serving CEQ, stepped down on July 31,
2020 while continuing as an advisor to the
Mokia Board until January 1, 2021.

In October, Mokia announced its new
aperating model and strategic priorities to
ensure technalogy leadership and sustainable
finandal performance. Based on the strategy
work launched during the year, Mokia sees a
gradual shift in value creation from monalithic
systems towards silican, software, and
services, Mokia's role is to be a provider of
competitive network elements and solutions
to critical netwaorks that run mission-critical
services extending to all corners of society.
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Mokia's new operating model, effective from
January 2021, is set to improve agility,
alignment with customer needs, accountability,
cost-efficiency and transparency. At the
center of the aperating madel are four
accountable business groups that better

align Mokia with customers’ buying behavior,
Mokia provides more detailed information

on the strategies of its business groups at

ite Capital Markets Day on March 18, 2021.

Overall, 2020 included impaortant steps

in the right direction, The decisive actions

in Mohile Networks R&D strengthened
competitiversess and product cost structure
of mabile radioc products improving the
Mobile Access, although there is still work

to be done. Demand for 5G radio access
products increased, and growth in ReefShark
shipment volumes contributed to lower
product costs and improved gross margin
for 5G products. Nokia's objective ta reach
35% shipment valure for its ReefShark
products was exceeded by the end of the
year, when the total shipment volume
reached 43%. In addition, Mokia's Enterprise
business continued to deliver double-digit
year-on-year growth and Mokia has already
secured 260 private wireless customers,

Mokia helds technology leadership positions
already in many key areas. In Network
Infrastructure, Mokia's FP4-hased products
are industry-leading. In addition, during 2020,
Makia filed more than 1 500 new inventions
with more than 3 500 patent families now
declared as essential for 5G.

During the year, Mokia continued its strong
commitment to making the world mare
socially, ethically, and envircnmentally
responsible. For example, Mokia remained

on track to achieve its target of reducing
emissions framits praducts by 75% by 2030,
with the customer base station sites Mokia
has modernized so far using 58% less energy
on average. In 2020, sustainability was a focus
area of the Board, including its annual review
of the related targets and achievements as
well the ongeing work of the Committees,

Board review

The Audit Committee focused on the planning
and implementation of dimate-related
financial reporting and the monitoring of Nokia’s
conflict mineral reparting. The Personnel
Committee assessed how tointegrate
enwironmental and social objectives into the
Company's incentive plans, The Corporate
Governance and Momination Committes
assessed the sustainability related trends
fram the corporate governance perspective.

During 20240, the Board held 20 meetings,
and its Committees had in total 22 meetings.
Due to COVID-19, Nokia's Annual General
Meeting tock place at the company's
headquarters in Espoo onMay 27, 2020
under special arrangements and under
temporary legislation approved by the Finnish
Parliament. Approximately 43 000 sharghelders
representing about 2 300 millionshares

and votes were represented at the meaating.
Fallowing the earlier announcement of the
long-serving Board Chair Risto Siilasmaa

that he will step down from the Board at the
Annual General Meeting 2020, Sari Baldauf
was elected as the new Chair of the Board
and Kari Stadigh as the Vice Chair.

Owerall, 2021 is expected to be a year of
transition, with meaningful headwinds due to
market share loss and price erosion in Marth
Armnerica. Mokia will make further investments
5G R&D, meaning that some short-term
margin will be sacrificed ta ensure technalogy
leadership in 5G and sustainable long-term
financial performance. Nokia's top priorities
for 2021 include completing the turnaround
in Mobile Netwarks and implementation of the
new gperating model while strengthening
accountability and inspiring corporate culture.

Az stated in connection with the 2020
results announcement, the Board is satisfied
with Mokia's operational performance and
strengthened cash position. However, the
Board does not propose a dividend or
dividend authorization for the finandal year
2020 to secure adequate investments in

50 and strategic areas, while continuing to
establish a sustainable cash generation.
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Selected financial data

elected financ

al data

The selected financial data set forth below as of and for each of the years in the five-year period ended December 31, 2020 has been derived
from, and should be read in conjunctionwith, cur consalidated financial statements prepared in accordance with IFRS. The consalidated
financial statements as of December 371, 2020 and 2019 and for the years ended December 31, 2020, 2019 and 2018 are included in this

Annual Report.

In 2019 the Group applied IFRS 16, Leases, for the first time. In 2018 the Group applied IFRS 9, Financial Instruments, and IFRS 15, Revenue
from Contracts with Customers, for the first time. As the new standards were not adopted retrospeactively, the finandial information for the

comparative periods has not been restated for the effects of the new standards,

2020 2019 2018
Far the year ended December 31 _lin EURm, except for percentage and personnel data]
From the consolidated income statement
Met sales 21852 23315 22 563
Change % {6.3)% 3.3% {2.51%
Operating profit/iloss) 885 485 159)
% of net sales 4.0% 2.1% {0.31%
Financial income 156 165 85
Financial expense {320) 1506) {398)
Profit/lloss) before tax T43 156 1360)
Income tax expense {3 256) {138} 189
{Lossl/prafit for the year from continuing operations : {2513) 18 {549
{Lossk/ prafit attributable to equity holders of the parent {2520) 14 1554)
iLossl/prafit attributable to non-controlling interests 0 & 5
Earnings per share attributable to equity holders of the parent
Basic, continuing operations, EUR {0.45) 0.00 010
Diluted, continuing operations, EUR (0.45) 0.00 (0.10
From the consolidated statement of financial position
Man-current assetsl” 17 976 22 320 21 246
Total cash and current financial investments® 8061 6007 6873
Other current assets 10154 10801 11393
Assets held for sale - - 5
Total aszets 36 191 39128 39517
Capital and reserves attributable to equity halders of the parent 12 465 15325 15 289
Non-controlling interests 80 76 8z
Interest-bearing liabilities™* 5576 4277 3820
Nan-interest-bearing liabilities! s 18 070 18 450 20 226
Total equity and liabilities 36 191 39178 395817
Other information
Research and development expenses™® {4 087) 4 532) 4777
% of net sales (18.7)% {19.41% 21.21%
Purchases of property, plant and equipment, and intangible assets {479) 1690} (672)
% of net sales (2.2)% (3.01% {3.01%
Personnel expenses™ {7310} {7 360} [8029)
Mverage number of employees 92039 98 322 103 083
Order backlog, EUR hillion 16.6 18.8 210
Key financial indicators
Dividend per share, EUR® 0.00 0.00 010
Total dividends paid™ - - 560
Return on capital employed, % 5.3% 1.5% Neg.
Return ansharehaolders' equity, % neg. 0.1% neg.
Equity ratio, % 34.7% 39, 4% 38.9%
Met debt to equity (gearingl, % (19.8)% {11.21% {19.91%
Met cash and current financial investments®® 2 485 1730 3053
Free cash flow 1356 (297} {199)

(1] In 2020 and 2019, non-current assets sndnon-interest-bearing liabifties mflect the snpactof adoption of IFRS 16, Leases on Janusry 1, 2019,
(2] Tetal cash and current Francial imvestrments consisk of the following line iterms from ouwr consolidated staternent of Fnancial position: cash and cash equivalents and curment finand 8l investments,

{3) includes long-term and short-term interest-beannglabdities.

(4] Lesse Raodities recognized in accordande with 145 17, Leases, for the year ended Decenber 31, 2018, has been red sseified from long-term interest-bearing Fabilities (o other non-current liabilities to
ensure comparability with the presentation of interest-bearing Babilities and lease Rabdities following the adoption of IFRS 16, Leases, on Jnuary 1, 2019, Comsequently, net cash and current finandgal
irmeestrrsents for the year ending Decernker 31, 2018 has beenrevsed to exchude lease liabsbbes, Decpite the chanpges in te presentation of comparatives, IFRS 16 has not been adopted retrospectively.

(5] includes cther non-current andcurrent liabskies than long- tenm and short-terminterest-bearing labdities in the consolsdated staterment of Rnancial position.

(6] In 2020, the Group redassifed certainitems of income and expenses from other operating income and expenses, Lo the functions. The companative amountsfer 2019 and 2018 have beon resised

accerdingly. Refer 1o Note 2, Significant accounting policies.

(7] The comparative amounks for 2019 and 2018 have been adjusted Lo reflect 3 revised ameount of restruciuning expenses, Refer 1o Mote @, Personnel expenses.
(8] Mo dividend is proposed by the Baard of Direstors related to the Fnangal yesr 2020, Amounts presented related to the fnandal yesrs 2009 .and 2018 regresent the actual amaunts paid

{3 Hetcashandcusrent finandal investrents equal to2al cash and current Fnancial imvestments less long-term and short-term interest-bearing liakiities.
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Board review

Operating and financial review

Operating ana
financial review

The financial infarmation included in this "Operating and finandal review™ section as of December 31, 2020 and 2019, and for the years ended
December 31, 2020, 2019 and 2018 has been derived from our audited consolidated financial staternents included in this Annual Report, The
financial information should be read in conjunctionwith, and is qualified in its entirety by reference to, our audited consclidated finandal statements.

Impact of COVID-19 on our operations

In 2020, the global econamy and financial markets have been severely affected by the COVID- 19 pandemic. The impact of COVID-19 cnour
financial perfarmance and finandal position during the year has bean primarily related to temporary factory closures in the first half of the year.
The factory closures related primarily to Alcatel Submarine Networks in Group Comman and Other and had a negative impact on net sales, with the
majority of these net sales expected to be shifted to future periods, rather than being lost. In addition, COVID-19 has affected our aperaticnal
costs and cash flows, for exarmple as a result of tempararily lower travel, termporary delays in capital expenditure and lower cash outflows related
toincome taxes due to tax reliefs.

As of Decernber 31, 2020, potential risks and uncertainties continue to exist related to the scope and duration of the COVID-19 impact and the
pace and shape of the economic recovery following the pandemic andit is impossible to predict with accuracy the precise impact of suchrisks on
us, our gperations and our business,

Results of operations

This "Results of operations” section discusses the results of our continuing and discontinued cperations.

In 2020, we reviewed the presentation of income and expenses related to our restructuring plans, pension plan curtailments and amendments
aswell as certain asset impairments. As a result, we raclassified the restructuring and assodiated charges, pension curtailment and plan
amendment income and expenses as wall as certain impairment charges that were previously presented in other operating income and
expenses to the functional line items to enhance the relevance of infarmation provided inaur consalidated income statement. The comparative
amounts for 2019 have been reclassified accordingly. For more information, refer to Note 2, Significant accounting policies, in the consolidated
finandal statements induded in this Annual Report.

Continuing operations

For the year ended December 31, 2020 compared to the year ended December 31, 2012
The following Lable sets forth selective line items and the percentage of net sales for the years indicated.

2020 2019 Year-on-year
Far the ysar snded December 31 _EURm % of net sales EURm % ofnet sakes changs %
Net sales 21852 100.0 23315 100.0 {6
Cost of sales' {13659} {62.5) {15 051] 164.6) 9
Gross profit!" - 8193 37.5 8264 354 m
Research and development expenses™ [4 087} {18.7) {4 532) {19.4) {100
Selling, general and administrative expenses'™ (2898} {13.3) (3219] 113.8] 10
Other operating incame and expenses'” 323 .5 (28] 10.1) =
Operating profit 885 4.0 485 2.1 82
Share of results of assodated companies and joint ventures 22 0.1 12 0.1 23
Financial incorme and expenses {164} 10.8) (341} [1.5] {52
Profit before tax 743 3.4 156 0.7 -
Incame tax expense {3 256} {14.9) [138]) [0.6) -
{Loss)/profit for the year {2513) {11.5) 18 0.1 -
Attributable to:
Equity holders of the parent {25200 {11.5} 14 0.1 -
Mon-controlling interasts 7 = 4 - 75

111 In 2020, the Groupreclassifed certan iterns of ncome and espenses from other operabingincome and expentes bo the functions. The compantive amounts for 20019 have been recast acoordingly.
Refer tonote 2, Sigrifhicant accounting polides, in the consalidated fnancial statements incheded in this Annual Repart.
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Operating and financial review
continued

Net sales

Net sales in 2020 were EUR 21 852 million, a decrease of

EUR 1 463 million, or 6%, compared to EUR 23 315 millionin 2019.
The decrease in net sales was primarily due to a decrease in Metworks
net sales, and, to a lesser extent, a decrease in Mokia Software and
Mokia Technologies net sales, This was partially offset by an increase
in Group Commaon and Other,

The following tables set forth distribution of net sales by geographical
area and nat sales by customer type for the years indicated.

2020 2019 Year-on-year
For the year ended December 31 EURm EURm  change %
Asia Pacific 3 847 4 556 116}
Eurgpe!® 6620 6620 =
Greater China 1376 1843 125}
Latin America 545 1472 132}
Middle East & Africa 1893 1876 1
Morth America 7121 6948 2
Total 21852 23315 {6)

(1) All Hokia Technologies IFR and licensing net sales are allocated te Finland,

2020 2019 Year-on-year

For the year ended December 31 EURm EURm  change %
Communication service providers 17954 19558 {8
Enterprize 1571 1409 11
Licensees 1402 1487 ]
Other'" 925 261 T
Total 21852 23315 {6)

(1] Includes net saiis of Mcabel Subrmanine Netwerks and Radio Frigquency Systems, beth of which
are being rmanaged a< separate enlities, and certain other iterns, such ag eliminations of
inter-segment revenues and certain ikerrs related topurchase price allecation. Alcatel Submarine
Hetwarks and Radio Frequency Systems net sales inchede also reverue from communication
service provders andenterprise oustome s,

Gross profit

Grass profit in 2020 was EUR 8 193 million, a decrease of

EUR 71 million, ar 1%, compared to EUR 8 264 million in 2079,

The decrease in gross profit was primarily due to higher restructuring
and associated charges, a lower gain related to defined benefit plan
amendments, and lower grass profit in Mokia Software, Mokia
Technologies and Group Commen and Other. These were partially
offset by higher gross profit in Metworks and the absence of product
portfolio strategy costs. Gross marginin 2020 was 37.5%, compared
to 35.4%in 2019. In 2020, gross profit did not include any product
portfolio strategy costs, compared to EUR 123 million of such costs
in 2019. In 20290, gross profit included restructuring and associated
charges of EUR 393 million, compared to EJR 287 million in 2019.

In 2020, gross profit included a gain related to defined benefit plan
amendments af EUR 50 million, compared te a gain of EUR 168 million
in2019.

Operating expenses

Our research and development expenses in 2020 ware EUR 4 087 million,
a decreasa of EUR 445 million, or 10%, compared to EUR 4 532 million
in 2019, Research and development expenses represented 18.7%

af our net sales in 2020 compared to 19.4% in 2019. The decrease

in research and development expenses was primarily due to lower
amortization of acquired intanginle assets, a decrease in Networks
research and development expenses and the absence of product
portfolio strategy costs. This was partially offset by higher
restructuring and asscciated charges and anincrease in Mokia
Technologies research and development expenses. In 2020, research
and develcpment expenses included EUR 57 million of amortization
of acquired intangible assets, compared to EUR 571 million in 2019,

In 2020, research and development expenses did not include any
praduct portfalio strategy costs, compared to EUR 22 million

in 2019, In 2020, research and development expenses included
restructuring and asseciated charges of EUR 190 millien, compared

to EUR 98 million in 2079,

Our selling, ganeral and administrative expenses in 2020 were

EUR 2 898 million, a decrease of EUR 32 1 million compared to

EUR 3 219 million in 2019. Selling, general and administrative
expenses representad 13, 3% of our net sales in 2020 compared to
13.8%in 2019, The decrease in seling, general and administrative
expenses was primarily due to a decrease in Metworks selling,

general and administrative expenses, lower transaction and
integration-related costs, lower restructuring and associated charges
and, to a lesser extent, lower Mokia Technologies selling, general and
administrative expenses. The decrease in Networks selling, general and
administrative expenses, reflected continued progress related to
Mokia's cost savings program and lower travel and personnel-related
expenses due to COVID-19. In 2020, selling, general and administrative
expenses included transaction and integration-related credits

of EUR 11 millian, compared to costs of EUR 50 millionin 2019,

In 2020, selling, general and administrative expenses included
restructuring and asseciated charges of EUR 68 million, compared

to EUR 117 millionin 20119,

Other cperating income and expenses in 2020 was a net expense of
EUR 32 3 million, anincrease of EUR 295 million, compared ta 2 net
expense of EUR 28 million in 2019. The net negative fluctuation in gur
other operating income and expenses was primarily due to a non-cash
impairment charge and a net negative fluctuationin Networks other
operating income and expenses. In 2020, we recorded a non-cash
impairment loss on goodwill to other operating income and expenses
of EUR 200 million, compared to no charga in 2019,
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Operating profit

Qur operating profit in 2020 was EUR 885 million, anincrease of

EUR 400 million, compared to an operating profit of EUR 485 million
in 2019. The increase inoperating profit was primarily due to lower
research and development expenses and lower selling, general and
administrative expenses, partially offset by a net negative fluctuation
in ather operating income and expenses and lower gross profit,

Our operating marginin 2020 was 4.0%, compared to 2.1%in 2019.

Financial income and expenses

Financial income and expenses were a net expense of EUR 164 million
in 2020, a decrease of EUR 177 million, or 52%, compared to a net
expense of FUR 341 millianin 2079, The net positive fluctuation

in financial income and expenses was primarily due to a decrease

in the costs related to the sale of receivables and a net benefit
related to foreign exchange results arising from the impact of foreign
exchange volatility. We sell trade receivables to various finandal
institutions without recoursa in the normal course of business,

in arder to manage cur credit risk and working capital cyde.

Profit before tax
Our profit before tax in 2020 was EUR 743 million, an increase of
EUR 587 million compared to EUR 156 million in 2019,

Income tax

Income taxes were 2 net expense of EUR 3 256 million in 2020,
anincrease of EUR 3 118 million compared Lo a net expense of

EUR 138 millionin 2019. The increase in net income taxes was
primarily attributable to the derecognition of Finnish defarred tax
assets of EUR 2.9 billion and, to a lesser extent, higher income taxes
due to increased profitability in 2020 compared to 2019, The
derecognition was required due to a regular assessment of our ability
to utilize the tax assetsin Finland in the foreseeable future that is
done primarily based on our historical performance. These tax assets
are not last, and the derecognition can be reversed. They can still be
utilized in the taxation and the derecognition is not expected to affect
the overall taxation of the Nokia Group or its cash taxes. For further
details on the derecognition of Finnish deferred tax assets, please
refer to Note 12, Income taxes, of cur cansalidated financial
statements included in this Annual Report,
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Profit/loss attributable to equity holders of the parent

and earnings per share

The loss attributable to equity holders of the parent in 2020 was

EUR 2 520 million, a decrease of EUR 2 534 million, compared to a profit
of EUR 14 million in 201 9. The change in profit attributable to equity
holders of the parent was primarily due to higher income tax expenses,
partially offset by animprovement in operating profit, and net positive
fluctuationin financial income and expenses.

Our EPS from continuing operations in 2020was negative EUR 0.45 (basid)
andnegative ELIR 0.45 [diluted) compared to BUR 0.00 {basic] and
EUR Q.00 (diluted) in 2019,

Discontinued operations

Discontinued operations include the continuing financial effects of the
HERE business and the D&S business. The Group sold its HERE digital
mapping and location services business ta a German automotive
industry consertium comprised of AUDI AG, BMW Group and Daimler
AGin a transaction that was completed on December &, 20715, The
Group sold substantially all of its Devices & Services business to
Micrasoft ina transaction that was completed an April 25, 2014,

The timing and amount of financial effects are largely dependent upon
external factors such as final outcomes of uncertain tax positions.
Refer to Mote 6, Discontinued operations, of our consclidated

financial statements included in this Annual Report.

For the year ended December 31, 2020 compared to the year
ended December 31, 2019

Discantinued operations loss far the year was FUR 3 millionin 2020
compared to a loss of BUR 7 millionin2019. In 2019, the loss for the
year included an addition of EUR 7 million to, and a deduction of
EUR 1 million from, gain on the sale related to DES business and
HERE business, respectively, due to tax indemnification.
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Operating and financial review
continued

Results of segments

In 2020, we had three reportable segments for financial reporting purposes: 1) Metwarks, (2] Mokia Software and (3) Mokia Technologies,

We also present certain segment-level information for Group Common and Other, The amounts presented in this "Results of segments” section
far each reportable segment and Group Commen and Other represent the amounts reported to the management. Certain costs and revenue
adjustments are not allocated to the segments for the management reporting purposes. For more information on our operational and reporting
structure as well as the reconciliation of reportable segment measures ta those of the hokia Group, refer to Note 5, Segment information,

in the consolidated financdial statermenits induded in this Annual Report.

Metworks

For the year ended December 31, 2020 compared to the year ended December 31, 2019
The following table sets forth selective line items and the percentage of net sales for the years indicated.

For the year ended December 31

MNet sales™

Cost of sales

Gross profit

Research and development expanses
Selling, general and administrative expenses
Other aperating income and expenses

Operating profit

2020 209 Year-on-year
EURm % of net sales EURm % of netsales change %
16 852 100.0 18 209 100.0 7
(11 108) 65.9) 112632) {69.4) f12)
5744 34.1 5577 30.6 3
{2908) 7.3 {2 943) {16.2) ll]
11 745) 10.4) 1929) {10.6} {10
{156} 0.9 ] (0.2} -
935 5.5 665 3.7 41

(1] In 2020, net sales inchade Moble Access net sales of EUR 10 630 million, Rired Access net sales of EURL 1 759 rdlion, IP Routing ret sales of EUR 2 758 million and Optical Networks net sales of
EUR 1 695 million. In 2019, net sales indude Mobile Access net sales of BUR 11 655 milkon, Fised Access net sales of BUR 1 881 milion, |P Routing net sales of BUR 2 921 milion and Optical Networks

net wales of EUR 1 752 milion,

Met sales

Metworks net sales in 2020 were EUR 16 852 million, a decrease of
EUR 1 357 million, or 7%, compared to EUR 18 209 millionin 2019.
The decrease in Metworks net sales was primarily due to Mohile Access
and, to a lesser extent, IP Routing, Fixed Access and Optical Networks.
Mobile Access netsales were EUR 10 630 million in 2020, 2 decrease
of EUR 1 025 million, ar 9%, compared ta EUR 11 655 millianin 2019.
IF Routing net sales were EUR 2 768 million in 2020, a decrease of
EUR 153 miillion, or 5%, compared to EUR 2 921 millionin 2019,

Fixed Access net sales were EUR 1 759 milllion in 2020, a decrease

af EUR 122 million, or 6%, compared to EUR 1 881 millienin 2019.
Optical Networks net sales were EUR 1 695 million in 2020, 3 decrease
of EUR 57 million, or 3%, compared to EUR 1 752 million in 2019,

The decrease in Mobile Access net sales was primarily due to network
deployment and planning services and legacy radio technologies,
partially offset by strong growthin 5G.

The dacrease in IP Routing net sales was in comparison to a particularly
strong 2019, which benefited fram pent-up demand for some of its
newly intraduced FP4 products,

BB

The decrease in Fixed Access net sales was primarily due to declines in
copper access technologies, services and digital home, partially offset
by growth in fiber access technaologies.

The decrease in Optical Networks net sales was incomparison to a
particularly strong 2019 and was also driven by temparary supply
chain constraints as a result of COVID-19, which impacted the first
half of 2020.

Gross profit

Metworks gross profitin 2020 was EUR 5 744 million, anincrease

af EUR 167 million, ar 3%, campared to EUR 5 577 million in 2019,
Metworks gross marginin 2020 was 34.1%, compared to 30.6%

in 2019, The increase in Metworks gross profit was primarily due to
Mabile Access, partially offset by IP Routing and Fixed Access, The
incraase in Mobile Access gross profit was primarily due to higher gross
miargin, partially offset by lower net sales. The higher gross margin

in Mobile Access was primarily due to improved 5G gross marginand,
to a lesser extent, favorable mix, partially offset by project-related loss
provisions. The favorable mix was primarily due to 2 lower proportion
of netwark deployment net sales. The decrease in both IP Routing and
Fixed Access gross profit was primarily due to lower net sales. In 2020,
annual variable compensation within Metworks cost of sales was
higher, compared to 2019.
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Operating expenses

Metworks research and development expenses were EUR Z 908 million
in 2020, a decrease of EUR 35 million, or 1%, comparad to

EUR 2 943 million in 2019. The decrease in Networks research and
development expenses was primarily due ta Mohile Access, partially
offset by Optical Metworks. The lower research and development
expenses in Mobile Access was primarily due to progress related to
Mokia's cost savings program, partially offset by higher investments
in 5GR&D to accelerate our product roadmaps and cost
competitiveness. The higher research and development expenses in
Optical Metworks was primarily due to increased investrments related
to our Elenion acquisition. In 2020, annual variable compensation
within Networks research and development expenses was higher,
compared to 2019,

Metwaorks selling, general and administrative expenses were

EUR 1 745 millian in 2020, a decrease of EUR 184 million, or 10%,
comparad to EUR 1 929 millian in 2019, The decrease in Metwarks
selling, general and administrative expenses was primarily due to
Mobile Access, reflecting continued progress related to Nokia's cost

savings program and lower travel and personnel-related expenses due

to COVID-19. In 2020, annual variable compensation within Metwaorks
selling, general and administrative expenses was higher, compared
to 2019,

MNokia Software

Board review

Metwaorks other operating income and expenses was an expense of
EUR 156 million in 2020, a change of EUR 116 million compared to
anexpense of EUR £0 millionin 2019. The change in other operating
income and expenses was primarily due to the net effect of loss
allowances on certain trade receivables.

Operating profit

Metwaorks operating profit was EUR 935 million in 2020, an increase
of EUR 270 million, or 41%, compared to EUR 665 million in 2079,
Metwaorks operating margin was 5.5% in 2020, compared to 3.7%

in 2019, The increase in cperating margin was primarily attributable
to Mobile Access and, to a lesser extent, Fixed Access, partially offzet
by IF Routing and Optical Metworks,

For the year ended December 31, 2020 compared to the year ended December 31, 2019
The following table sets forth selective line items and the percentage of net sales for the years indicated.

2020 2019 fear-on-yoar
For the year ended Decernber 31 EURm % of netsales EURm % of net sales change %
Net sales 2656 100.0 2767 100.0 {4)
Cost of sales (1274 {48.01 (1314) {47.5] {3
Gross profit 1382 52.0 1453 52.5 {5)
Research and development expenses {459} (17.3) [458) 116.6) -
Selling, general and administrative expenses {397} {14.9) (393] (14.3] 1
Other gperating income and expenses (15} 0.7} {11} [0.4] B
Operating profit 507 19.1 589 21.3 {14)
Met sales Operating expenses

Makia Software net sales in 2020 were ELR 2 656 million, a decrease
of EUR 111 million, or 4%, compared to EUR 2 767 million in 2019,
The decrease in Naokia Software net sales was primarily due to core
networks and applications.

Gross profit

Mokia Software gross profit in 2020 was EUR 1 382 milllion, a decrease
of EUR 71 million, or 5%, compared to EUR 1 453 million in 2019,
Mokia Software gross margin in 2020 was 52.0%, compared to 52.5%
in 2019, The decrease in Nokia Software gross profit was primarily
due tolower net sales. In 2020, annual variable compensation within
Mokia Software cost of sales was higher, compared to 2019.
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Mokia Software research and development expenses were
EUR 459 million in 2020, an increase of EUR 1 million, compared
to EUR 458 millianin 2019

Nokia Software selling, general and administrative expenses were
EUR 397 million in 2020, anincrease of EUR 2 million, ar 1%,
compared to EUR 395 million in 2019.

Mokia Software other operating income and expenses was an expense
of EUR 19 million in 2020, a change of EUR 8 million compared to an
expense of EUR 11 million in 2019,

Operating profit

Nokia Software operating profitwas EUR 507 milllion in 2020, 2
decrease of EUR 82 millian, or 14%, compared to FUR 588 millionin
2019. MNokia Software operating margin in 2020 was 19.1% compared
to 21.3% in 20119, The decrease in Nokia Software operating margin
in 2020 was primarily due to lower gross profit.
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Operating and financial review
continued

Nokia Technologies

For the year ended December 31, 2020 compared to the year ended December 31, 2019
The fallowing table sets forth selective line itermns and the percentage of net sales for the years indicated.

For the year ended December 37

Met sales

Cost of sales

Gross profit

Research and development expenses
Selling, general and administrative expenses
Other operatingincome and expenses
Operating profit

Met sales

Mokia Technologies net sales in 2020 were EUR 1 402 millian, a
decrease of EUR 85 million, or 6%, compared to EUR 1 487 million
in 2019, The decrease in Mokia Technologies net sales was primarily
due to lower brand licensing net sales and lower catch-up net sales.

Gross profit

Mokia Technologies gross profit in 2020 was EUR 1 393 million, a
decrease of EUR 66 milian, or 5%, compared to FUR 1 459 million in
2019, The lower gross profit in Mokia Technologies was primarily due
to lower net sales, partially offset by higher gross margin. The higher
gross margin reflects costs associated with a one-time sale of patent
assels that negatively impacted 2019.

Operating expenses

Mokia Technologies research and development expensesin 2020 were
EUR 149 million, anincrease of EUR 38 million, ar 34%, compared to
EUR 17171 million in 2019, The increase inNokia Technologies research
and development expenses was primarily due to higher investments
to drive creation of intellectual property and higher costs ta maintain
our patent portfolio,

90

2020 20 Vear=on=-year

EURm  %hof netsales EURrm % of net sales change %
1402 100.0 1487 100.0 &)
(9} [0.6] [28) (1.9 (68}
1393 99.4 1459 98.1 {s)

{149} {10.6] {117 {7.51 34
181} [5.8) {101] 6.8) 1201

1 0.1 8) [0.5) -
1164 830 1239 833 (©)

Nokia Technologies selling, general and administrative expenses in
72020 were EUR 81 million, a decrease of EUR 20 million, or 20%,
caompared to EUR 101 millionin 2019. The decrease in Makia
Technologies selling, general and administrative expenses was
primarily due to lower licensing-related costs.

Mokia Technologies other operating income and expensesin 2020
was a net income of EUR 1 million, a change of EUR 9 million compared
to a net expense of EUR 8 millionin 2019,

Operating profit

Mokia Technologies operating profit in 2020 was EUR 1 164 million,

a decrease of EUR 75 million, or 6%, compared to an operating profit
of EUR 1 239 millicn in 2019. The decrease in Nokia Technologies
operating profit was primarily due to lower gross prafit and higher
researchand development expenses, partially offset by lower selling,
general and administrative expenses and a net positive fluctuationin
other operating income and expenses. Mokia Technologies operating
marginin 2020 was 83.0% compared to 83.3%in 2019.
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Group Common and Other

Board review

For the year ended December 31, 2020 compared to the year ended December 31, 2019
The following table sets forth selective line items and the percentage of net sales for the years indicated.

For the year ended December 31

Met sales

Cost of sales

Gross profit

Research and development expenses
Selling, general and administrative expenses
Other operatingincome and expenses
Operating loss

Net sales

Group Commonand Other net sales in 2020 were EUR 982 million,
an increase of EUR 30 million, or 3%, compared to EUR 952 million
in 2019, The increase in Group Common and Other net sales was
primarily due to Alcatel Submarine Networks, partially offset by
Radio Frequency Systems.

Gross profit

Group Commonand Other gross profitin 2020 was negative

EUR 10 million, a decrease of EUR 44 million, compared to positive
EUR 34 millionin 2019. The lower gross profit was primarily due to
lower gross margin in Alcatel Submarine Netwerks. Group Commoen
and Other gross margin in 2020 was negative 1.0% compared to
positive 3.6% in2019.
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2020 01 Year-on-year
EURm % of net sales EURm % of net sales change %
982 100.0 952 100.0 3
1992} 1101.01 (918 196.4) 8
{(10) {1.0) 34 3.6 -
{307} 130.7) 312) (32.8) ]
(266} {27.1) {269) {28.3) {1
52 5.3 57 6.0 -
{525) {53.5) {490) {51.5) 7

Operating expenses

Group Cormmaon and Other research and development expenses
in 2020 were EUR 301 milion, & decrease of EUR 11 million, or 43,
compared to EUR 312 million in 2019.

Group Comman and Other selling, general and administrative
expenses in 2020 were EUR 266 million, a decrease of EUR 3 million,
or 1%, compared to EUR 269 millionin 2019,

Group Comman and Other ather operating income and expense in
2020 was a net income of EUR 52 million, a change of EUR 3 millicn
campared to a net income of EUR 57 milionin 2019.

Operating loss

Group Cormmaon and Other operating less in 2020 was EUR 52 5 million,
anincrease of EUR 35 million, compared to an operating loss of

EUR 490 million in 2019. The change in Group Common and Other
operating loss was primarily attributable tolower gross profit, partially
offsat by lawer research and development expenses.
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Operating and financial review
continued

Liquidity and capital resources

Financial position

As of December 31, 2020, our total cash and current financial
investments {defined as cash and cash equivalents and currant
financial investments| equaled EUR 8 061 million, an increase of

EUR 2 054 milllion, compared to EUR 6 007 million as of December 31,
£019,. The increase was primarily attributable to net cash inflow from
operating activities of EUR 1 759 million and proceeds from long-term
borrowings of EUR 1 595 millian, partially offset by capital expenditure
of EUR 479 million, repayment of long-term borrowings of

EUR 2 46 million, and payment of principal portion of lease liabilities

of EUR 234 million. As of December 31, 20718, our total cash and
currant financial investments equaled EUR 6 873 millian.

As of December 21, 2020, our net cash and current financial
investments {defined as total cash and current financial investments
less long-term and short-terminterest-bearing liabilities) equaled
EUR 2 485 million, an increase of EUR 755 million, compared to

EUR 1 730 million as of December 31, 2019, The increase was
mainly attributable to net cashinflow from operating activities

of EUR 1 759 million, partially offset by capital expenditure of

EUR 479 million, and payment of the principal portion of the lease
liabilities of EUR 234 million. As of December 31, 2018, our net

cash and current financial investments equaled EUR 3 053 millian.

As of Decernber 31, 2020, our cash and cash equivalents equaled
EUR 6 940 million, an increase of EUR 1 030 million compared to

EUR 5910 million as of December 31, 20119, As of Decemnber 31, 2018,
our cash and cash equivalents equaled EUR 6 261 million.

Cash flow

Our cashinflow from operating activities in 2020 was EUR 1 759 million,
anincrease of EUR 1 369 million compared to a cash inflow of

EUR 390 millionin 2019, The increase was primarily attributable to

a decrease incash tied-up to net working capital of EUR 710 million

in 2020 compared to EUR 1 788 million cash tied-upin 2019, and

et profit, adjustad for non-cash itemns, of BUR 2 751 million, an
increase of EUR 113 milion compared to EUR 2 638 millionin 2019,
The primiary driver for the decrease innet working capital tied-up was
related to a decrease in liabilities of EUR 845 million compared toa
decrease of EUR 2 232 millionin 2019, and 2 decrease ininventories
of EUR 553 million compared to a decrease of EUR 285 millionin 2019,
The decrease inliahilities was primarily attributable to a decrease in
trade payables, driven by lower inventory levels, a decrease in deferred
revenus and restructuring and assodated cash outflows, partially
affset by an increase in provisions and an increase in liabilites related
to employee benefits. The decrease ininventaries was attributable to
improved inventory management and temporary dynamics related to
COMID-19. In 2020, the increase in receivables was EUR 418 million
compared to a decrease of EUR 159 millionin 2019,

In 2020, cash inflow from aperating activities included paid taxes

af EUR 280 million, a decrease of EUR 236 million compared to

EUR 316 millionin 2019, interest received of EUR 33 million compared
to EUR 57 million in 2019; and interest paid of EUR 35 million,
compared to EUR 1 millianin 2019,

The cash outflow from investing activities equaled EUR 1 517 million

in 2020, an increase of EUR 1 350 million compared to EUR 167 millian
cash outflow in 2019. Cash outflow fram irwesting activities was
primarily driven by cash qutflow of EUR 1 154 million due to purchase of
current finandal investmenits in 2020, compared to BUR 473 millionin
20189, and cash outflow due to the capital expenditure of EUR 479 million
in 2020 compared to EUR 680 million in 2019,
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Major itemns of capital expenditure in 2020 included investments in RED
equipment, test eguipment, hardware for telecommunication and cloud
environment, plants, buildings and construction for transformation
projects, and repair or improvemenits of sites.

In 2020, our cashinflow from financing activities was EUR 883 million,
compared to EUR 479 million cash used in 2019. The cash inflow

was primarily driven by cash inflow from long-term borrowings of

EUR 1 349 million, partially offset by paid dividends of EUR 148 million,
paid by subsidiaries of the Group to non-controlling interest, compared
to EUR 570 million in 2019, primarily relating to dividends to equity
holders of the parent. The payments of the principal portion of leaze
liabilities were EUR 234 millionin 2020 compared to EUR 221 million
in2019.

Financial assets and debt

As of December 31, 2020, aur net cash and current financial
investments equaled EUR 2 485 million consisting of EUR 8 061 millian
in total cash and current financial investments, and EUR 5 576 million
of long-term and shart-term interest-bearing liabilities,

We hold our total cash and current finandal imestments
predominantly in euro. Our current finandial investments mainly
include high-quality money market and fixed income instruments with
strict maturity limits. We also have a EUR 1 500 million revalving credit
facility available for liquidity purposes. The facility has no financial
covenants and remains undrawn,

As of December 31, 2020, our interest-bearing liabilities consisted of
EUR 350 million notes due in 2021, USD 500 million notes duein 2022,
EUR 750 milllion nates dusin 2024, EUR 500 million notes due in 2025,
a EUR 500 million RE&D loan from the European Investment Bank
maturingin 2025, a EUR 250 million R&D loan from the Nordic
Investment Bank with final maturity in 2025, EUR 750 million notes
dugin 2026, USD 500 million notes due in 2027, EUR 500 million notes
duein 2028, USD 74 million notes duein 2028, USD 206 million notes
duein 2029, USD 500 million notes due in 2039, and EUR 322 million
of other liabilities. The EUR notes maturingin 2027, 2024, 2025, 2026,
and 2028 as well as the USD notes maturing in 2022, 2027, and 2039
are issued by Nokia Corparation, while the USD nates maturing in 2028
and 2029 are issued by Lucent Technologies Inc., a predecessar to
Mokia of America Corporation [Mokia's wholly-owned subsidiary,
farmerly known as Alcatal-Lucent USA Inc.). The loans from the Mardic
Investment Bank and from the Furopean Investment Bank are drawn
by Mokia Corporation. Refer to Note 23, Interest-bearing liabilities,

of our consolidated finandal statements induded in this Annual

Report for further information regarding our interest-bearing liabilities.

In Fabruary 2020, we drew a EUR 500 million R&D loan from the
European Investment Bank. The loan facility agreement was signed
in August 2078 and the loan will mature in February 2025.

In May 2020, we executed capital markets transactions, including
issuances of EUR 500 million notes due in 2025 and EUR 500 million
notes due in 2028 and, pursuant to a cash tender offer, a purchase

of EUR 150 million of notes due in 2021, The notes were issued under
our EUR 5 billion Euro Medium-Term Note Programme.

InJure 2020, we exercised our aption to extend the maturity date

of the EUR 1 500 millicn revolving credit facility. Subseguent to the
extension, EUR 1 412 million of the facility has its maturity in June
2025 with a one-year extension option remaining, and EUR 88 million
of the facility has its maturity in June 2024,
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We consider that with EUR 8 061 million of total cash and current
finandial investments, and with cur undrawn revolving credit facility,
we have sufficient funds to satisfy our future working capital needs,
capital expenditure, RED investments, structured finance, venture
fund commitments, acquisitions and debt service requirements, at
least through 2021, We further consider that with our current credit
ratings of BB+ by Standard & Poor's, BaZ by Moody's, and BBB- by
Fitch, we have access to the capital markets should any funding needs
arisein2021.

We aim to re-establish imvestment grade credit ratings.

Off-balance sheet arrangements

There are no material off-balance sheet arrangements that have, or
are reasonably likely to have, a current or future effect on our financial
candition, revenues ar expenses, results of aperations, liquidity,
capital expenditures or capital resources that are material to investars,
except for the purchase obligations and lease commitments, as well

as guaranteas and financing commitments disclosed in Mote 30,
Commitments, contingencies and legal proceedings, and in Mote 36,
Financial risk management, of our consolidated financial statements
included in this Annual Report.

Venture fund investments and commitments

We make finanding commitments to a number of unlisted venture
funds that make technology-related investments. The majority of the
investments are managed by MGP Capital, . global venture capital firm
backing companies that are creating the connected world through
sensors, 5G mobile, hybrid cloud and intelligent technology.

As of Decemnber 31, 2020, our ventura fund investments equaled
EUR 745 million, compared to EUR 740 million as of December 31,
2019, Refer to Mote 24, Fair value of financial instruments, of

our consolidated financial statements included in this Annual
Report for further information regarding fair value of aur venture
fund investments.

As of Decemnber 31, 2020, our ventura fund commitments equaled
EUR 189 million, compared to EUR 2 44 million as of December 31,
2019, As a imited partner in venture funds, we are committad to
capital cantributions and entitled to cash distributions accarding to
the respective partnership agreements and underlying fund activities.
Refer to Mote 30, Commitments, contingencies and legal proceedings,
of our consolidated financial statements included in this Annual Report
for further infarmation regarding commitments and contingendies.

Treasury policy

Treasury activities are governed by the Mokia Treasury Policy approved
by the President and CEQ and supplemented by operating pracedures
approved by the CFO, covering specific areas such as foreign exchange
risk, interest rate risk, credit risk and liguidity risk. The objective of
treasury’s liquidity and capital structure management activities is to
ensure that we have sufficient liquidity to go through unfavorable
periods without being severely constrained by the availability of funds
to execute Mokia's business plans and implement Nokia's long-term
business strategy. We are risk-averse in our treasury activities.
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Foreign exchange impact

We are a company with global operations and net sales derived fram
various countries, invoiced in various currencies. Therefore, our
business and results from operations are exposed to changesin
exchange rates between the euro, our reporting currendcy, and other
currences, such as the US dollar and the Chinese yuan. The magnitude
of foreign exchange exposures changes over time as a function of

our net sales and costs in different markets, as well as the prevalent
currencies used for transactions in those markets, Significant changes
inexchange rates may also impact our competitive position and
related price prassures through their impact on our competitors.

To mitigate the impact of changes in exchange rates on our results,
we hedge material net foreign exchange exposures [net sales less
costs ina currencyl typically with a hedging horizon of approximately
12 months, Far the majority of these hedges, hedge accounting is
applied to reduce income statement volatility.

In 2020, approximately 2 5% of Group net sales and total costs were
denaminated ineuro, and approximately 50% of Group net sales and
total costs were denominated in US dollars. In 2020, approximately 5%
of Group net sales and total costs were denominated in Chinese yuan.

The average currency mix for Group net sales and total costs:

2020 2019
Currency Nm.suk;s- - Total costs Nutsalus- . Total costs -
EUR ~251 ~25% ~2 5% ~25%
Uso ~50% ~50% ~50% ~4,5%
CNY ~5% ~5% ~5% ~10%
Other ~20% ~20% ~20% ~20%
Total ~100% ~100% ~100% ~100%

For the full year 2020 comparad to the previous year, the US dollar
was weaker against the eura. The weaker US dallar in2020 an a
year-on-year basis had a negative impact on our net sales reported in
euros. However, the weaker US dollar also contributed to slightly lower
costs of sales and operating expenses on a year-on-year basis. In total,
before hedging, the weaker US dollar on a year-on-year basis had a
dightly negative effect onour operating profit in 2020,

During 2020, the Chinese yuan depreciated against the eurcon a
year-on-year basis and this had a slightly negative impact on our net
sales reported in euros. However, the weaker Chinese yuan also
contributed to slightly lower cost of sales and operating expenses
on a year-on-year basis. In total, before hedging, the slightly weaker
Chinese yuan on a year-an-year basis had an approximately neutral
impact on our operating profit in 2020.

For a discussion af the instruments usad by us in connection with aur
hedging activities, refer to Note 36, Financial risk management, of our
consolidated financial statements included in this Annual Report. Refer
also to “Operating and financial review and prospects - Risk factors”.
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Our response to COVID-19

Jr response
to COVID-19

The COVID-19 pandemic changed
the world in ways we didn't
anticipate or expect. Together,
we faced a once-in-a-generation
struggle that called governments,
regulators, businesses, NGOs,
groups and individuals to do
everything they could to keep
themselves and communities
safe, and economies resilient and
connected. In this section we
focus on the impact of COVID-19
on our employees, communities
and the industry. For the impact
of COVID-19 on our operations
and financial performance, refer
to “Operating and financial
review” section.

G4

The hezlth of our employees
and their families is our

first priority

The pandemic is of course first and foremost
a health emergency. While Nokia was in a
strang position to suppert the vital networks
that enabled the world to keep working,
learning and communicating, protecting the

health of our employees and their families
was aur highest priority.

We took, and continue to take, several
rmeasures to protect our employees, their
families, and our customers while keeping
our work and networks going. We provide
more details ahout this in the "Sustainahility
and corporate responsibility” section.

As the pandemic spread,
internet traffic surged

The pandemic had a fundamental impact an
network traffic volumes. As people started
spending mare time at home, waorking,
watching TV, and gaming, it put anunexpacted
strain an networks around the world.

In 2020, global internet traffic and trafficin
service pravider netwarks experienced a
year's worth of growth in just a few weeks,
Statistics show:

m 30-508% increase in network traffic;

= 50-100% increase invideo streaming
traffic;

W 350% increase invideoconferencing traffic;
® 100-150% increase in gaming traffic; and

® 40-50% increase in Distributed Denial of
Service traffic that renders websites or
online services inoperable,

Over time, networks became more critical in
all aspects of life. The virtually uninterrupted
network performance during the pandemic’s
early days was a testament to the
performance and resilience of service
provider networks around the world,

We enabled networks to stay
online

The unwavering commitment of Nokia team
members and the extraordinary efforts of all
our customers - service providers, webscales
and large digital enterprises - were key for
keeping networks running and people online.

Almost all business decisions in 2020 were
affectad by the pandernic to some degres,
but some deployments were maore directly
COVID-19 influenced. In the earliest days of
2020, our team assisted in opening the first
56 base station at ane of the key epidemic
hospitals in Wuhan in just two days. Inrural
California, we met a customer’s goal of
providing a wireless solution that can deliver
high-speed broadband to people who did not
have access previously and address traffic
needs driven by COVID-19, In Pennsylvania,
we enabled a large medical center 1o connect
ventilators and inpatient beds for real-time
patient monitoring. In India, we completed the
world's largest Dynamic Spectrum Refarming
deployrnent to improve network coverage and
enhance connectivity to meet growing data
demand driven by COVID-19. In Algeria, we
implermanted ultra-high network capacity
technology to meet growing mobile traffic
demand. In Sri Lanka and the Philippines, we
deployved next generation fiber networks to
bring ultra-fast broadband access to homes
during the unprecedentad events of 2020,
Andin Chile, the pandemic has increased

the value of our IMPACT Connected Davice
Platform, which enables remote management
of netwarks and loT devices.

1 4

Ensuring employee safety while conducting
envimnmental testing.
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Our response to COVID-19 continued

Bayond cur existing port folic, we appliad our
Lechnical experlise to craate new ways of
cennecling and working Lo ease the strain
of the pandemic. We crealed a camera Lhat
takes the termperature of 20 people every
A0 milliseconds andincorporatedit into

& solution that allows real-time health
monitoring and tracking, providing
organizations with an aulomaled, simple
and scalable approach toidentify COVID-19
syrmploms and monitor mask compliance
for facilities with thousands of people.

Wa introduced artificial intelligance
technology Lo eptimize our supply chain.
This enabled our cuslomers Lo recaive thair
ordars in the shortast amount of lima and
keep local houwseholds online and connected.
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Re-establishing the new normal

By Seplamber, traffic levels sattled down to
20-30% abovea Lhe pra-pandamic leval, albeit
with expected seasonal growth, We balieve
thal these elavated Lrallic levels could be tha
“new normal” for the near future. Many
believe that the level of usage seenin 2020
was an acceleration of trends already
underway before the pandemic.

Having experienced a once-in-a-lifetime
pandemic, all operators are in & position Lo
reconsider past assumplions and take a fresh
look al their fulure investment strateges, We
have captured additional insight into the
global 2020 netweork usage and how sarvice
providars can effectivaly prepare for the new
norrmal in the Mokia Deaplield Malwork
Intelligence Report 2020.
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Working together to fight the pandemic
around the world

Mokia team members came Wege ther in ryriad ways Lo provics
support Lo those directly affected by the pandemic:

One example was cur US-based “Apart Together” carmpaign that
seddd t-shirts bo raise funds.

InFinland, we participated in the “lunch for children” campaign
and denated goods Lo local organizations to ensure quality food
was available to underprivileged families,

Across India, we worked to provide food to those most in need
inlecal communities.

In Belgiurn and Greece, we 3-D printed specia touch-free door
handes for the office doors Lo help fight the virus' spread,

In Hungary, we donated laptops to foundations and dewvelopeda
help-desk to support local schools and rermote education. We also
organized training for parents working frem home with children,

InIreland, we 3-0 printed and donaled mask strips.
In Rormania, we 3-D printed and donated face shields (see above).

In Singapore, we helped improve internet connectivity for
dormitories and community care fadilities to ensure that they
stay connecled with robust and stable inlernal access.

Al Mokia colleagues were encouraged o vote for how the Nokia
Coronavirus Global Donation Fund of USD 500 000 shouldbe
sharedin their respeclive regions,
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Sustainability and
corporate responsibility

L 4

Technology is intermwined with our daily lives,
working in the background to connect us to
the people, needs and information that are
impomant to us
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e believe the positive impact of the
technology we create and deliver far
outweighs the potential negative impacts and
provides our greatest positive contribution to
the United Nations Sustzinable Development
Goals (SDGs). Communications technologies
provide access to better healthcare, education
and greater economic opportunity, enable
mare efficient industrial, agricultural and
resgurce use, and contribute to a mare
equitable, secure society, and a cleaner,

safer planet.

Our products and solutions are designed to
drive sacial, erwironmental, and economic
progress. Furthermore, we continue to
develop processes, palicies and programs
that align with globally recognized ethical
and responsible business practices and
frameworks.

Sustainability governance

Sustainability issues are reviewed by the
Board of Directors as part of anannual
sustainability review, which includes a review
of the sustainahbility strategy, key targets and
actions, and performance. Nokia Graup
Leadership Team and its members are
responsible for the management and
implementation of sustainability-related
activities within their individual organizations
when relevant to their responsinility area, In
2020, the Chief Marketing Officer had owerall
responsibility for sustainability in the Group
Leadership Team.

The alignment of sustainability strategy,
prigrities, and the implementation of
sustainability activities across Nokia is steered
by our Sustainability Council. The Council
consists of senior leaders, including
management representatives with
climate-related responsibilities, from units
such as product development, real estate, and
procuremant. Responsihilities of the Council
include the assessment and menitaring

of climate-related topics, review of the
materiality, targets and overall performance
of various sustainability-related matters and
giving additional expasure to sustainability
risks and oppartunities. In 2020, the Council
was managed by our Head of Sustainability
who reported to the Chief Marketing Officer.
The Council typically meets bi-annually, and
more frequently upon request. Day-ta-day
sustainahility issues and activities are
orchastrated by a dedicated corporate team
and subject matter experts in different
functions. Sustainahility-related actions

and programs all have their named
responsible owners.

Risk management

Sustainability risks are part of our Enterprize
Risk Management framework with
multi-disciplinary company-wide risk
identification, 2ssessment, and management
processes. We recognize and aim to mitigate
the potential risks and negative impacts
assocdated with our business whether related
to technology, supply chain, dimate or people,
while also driving the opportunities withinand
beyond aur business in order to contribute

Board review

to achieving the SDGs. Our Code of Conduct
defines our way of working and we have clear
policies and processes for eachidentified
material sustainability risk.

The main features of aur risk managament
systems are described as part of aur
Corporate governance statement [see
Corporate Governance—Risk management,
internal contral and internal audit functions
at Mokial. In addition, the “Risk factors”
section of this report provides discussion

on the most important risk factors affecting
our operations. These risks include
sustainability-related threats such as: risks
related to product safety, environmental
accidents, health, privacy and security,
including cybersecurity threats; risk af
potential human rights abuse thraugh misuse
of the tachnology we provide; risk of potential
lack of proper respect for human rights,

fair labor conditions, the environment and
communities in our cperations and supply
chains; risk of non-compliance with
regulations or aur supplier and custormer
requirements; violation of ethical standards,
including cur Code of Conduct; labor unrest
and strikes; inability to retain, motivate,
develop and recruit appropriately skilled
employees; purchasing boycotts and public
harm to our brand; risks related to issues with
tariffs and taxation, including tax disputes;
and disruptions in our manufacturing, service
creation, delivery, logistics or supply chain
caused, for instance, by natural disasters,
military actions, civil unrest, public health and
safety threats (induding disease cutbreaks,
many af which may be fueled by the adverse
effacts resulting fram climate change.

“We areonajourneytoa
world where our technology

improves |
a more susta

ves and enables
nable society

and healthier planet. ”
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Sustainability and
corporate responsibility continued

Our key sustainability targets

Focus arca Target Target status
Improving lives Helping our customers connect the next hillion subscriptions between 2016 and 2022 Achieved
with technology .
Climate Science Based Target {Scope 1and 2): Ontrack
Reduce GHG ermissions from our own gperations by 41% between 2014 and 2030
Science Based Target {Scope 3): Ontrack
Reduce GHG emissions from our products by 75% between 2014 and 2030
Integrity Achieve 95% completion rate for Ethical Business Training in 2020 Achieved
Culture Increase the share of women in leadership by 2 5% between 2016 and 2020 Mot achieved
Strategy and targets In 2020, we had 20 short- and lang-term prohibiting visitors from accessing Nokia sites,

At the care of our sustainability approach

is the belief that the purpose of technology
is ta improve people’s lives, During 2020,
we launched qur new sustainakbility strategic
approach, whichis focused onthe areaswe
believe will have the greatestimpact on
sustainable development and our business.
Although we need to be agile with our
sustainability approach, we have identified
three main cornerstones through which

we can truly improve people's lives with
technology and onwhich we nead to focus
to maintain our leading positioninindustry
sustainability: climate, integrity and culture.

I terms of the fundamental necessities of
responsible business, we also need to ensure
we continuously develop our existing
sustainability-related housekeeping practices
to create value and comply with stakeholder
requests, legal requirements, customer
expectations and increased demand

far efficiency and transparency. The
housekeeping practices provide a solid
foundation to our sustainable development
as a company, including areas such as:
operational erwironmental management and
circularity; health and safety; labor practices
in aur own aperations, respongible sourcing
and preventing the misuse of technology.
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sustainability targets. The key targets are
listed in the table above. Other targets are set
far specific material sustainability topics and
can be found as part of our 2020 People &
Planet report. We take a systematic approach
to identifying sustainability risks and
oppartunities, and we aim to minimize the
negative impact of our operations and to find
new opportunities for revenue increase and
cost savings. Sustainability with targets,
activities and follow-up processes is induded
in various business activities and related
strategies. Our business model is described in
the "Business overview' saction of this report.

Dealing with the COVID-19
pandemic

As a global business, many aspects of

our operations have been impacted by

the angaing COVID-19 pandemic.
Telecommunications is an essential service
and ane that became even rmore so as
countries progressively locked down in 2020
to reduce the soread of the virus. We have had
to adapt cur ways of working to ensure that
our peaple remain safe while our operations
continue. This has been led centrally by a
global crisis and continuity management team
with regional and country crisis management
teams ensuring local implermnentation.

Qur primary aim was to limit the likelihood of
exposure for Nokia staff and those working for
us. This means that in very early phases of the
pandemic we transferred all our employees

to a temporary work from home policy
regardless of whether they were able to
conduct their work remotely or not. Other
actions included restricting travel, imposing
self-guarantine requirements on return for
employees who have been traveling,

eventually closing virtually all Nokia sites, and
anly allowing access to Mokia sites to a small
number af people invalved in critical work that
could not ke conducted offsite.

In arder to facilitate operations where remate
work is not possible, including field teams and
factory operations, guidelines and mitigating
controls were implemented, As countries have
eased restrictions, we have made changes
both to the physical working emvironments
and our procedures for their use, ensuring
that physical distancing is rmaintained and
hygiene levels remain high, and that processes
are in place for both infection managament
and contact tracing. We continually update
our guidance as the situation develops.

We recagnize that the pandemic impacts
our employees’ work and personal lives in
diverse ways. We offer flexible working hours
so people can also fulfill their personal
responsibilities during these challenging
times. We conducted ocur 2020 annual salary
review cycle and continued to pay incentives
to our employees where applicable. We have
continued to pay salary and benefits far
employees who cannot work from home

and whose work site is closed and ensured
additional paid leave and sick leave for
employees who are inself-quarantine and
cannot work remotely, We have also kept
frequent contact with our colleagues who
were on an international assignment and
supported them with accommaodation,
medical coverage and registration to

local embassies.
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Az most of our employees continue working
rarmalaly, we are providing guldanca on how
slaff can maintain & heallhy work-life balance
andd ook after thair physical and mental
well-being. For example, our Personal Support
Service provides our emplovees with the
opportunity of attending virtual learming
eventson abroad range of health and
well-being related topics, as well as
profassicnal, confidential support, We
introduced separate paopla managearmeant
guidalines during the crisis, and wa ensura cur
amployess, line managers and sanior leadars
are updated on the pandarmic guidalines via
rrul liple channels: wabeasts, newslstiers line
rmanager and Hurman Resources calls, and

a dedlicated COVID-19 information hub.

We also ran several employee surveys Lo track
howe our employees were coping with the
pandermic, share experiences and provide

an additional channel for feedback and Lo
request guidance and support,
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Amidd the crisis, we also launched our
COVID- 19 donation fundin March 2020
and engaged with local organizations such
as hospilals, community groups and
non-governmental organizalionsin 48
countries, helping therm fght the pandemic
and mitigate its impacts.

Improving lives with technology

Our technclogy connects people Lo the
services, places, opportunities and other
people that matter Lo them, One of cur key
targels includas helping cur customars Lo
connecl the next billicn subscribersby 2022,
compared Lo approximately 5.5 billion at the
and of 201 6. The target is meaasurad by
nurmber of subscriptions in Mokia radio
customers’ networks. In 2020, the racic
networks we supplied Lo our customers
served arcund £.6 killion subscriptions
worldwide, meaning we reached Lhe target

4

Health workers demonstrate proper handwashing
to 3 child patient ot the Bayat Comrrunity

Health Centre in Klaten, Central Java, Indonesia

& UMICEF UMIZ291 53fljpzah

ahead of the targeted timeline. In addition,
our approach has been validatedin the market
with 1 545 mission-critical customers and

our private wiraless solutions are used by

260 customears globally.

During 2020, we announced saveral naw daals
thal will bring connaclivity Lo the most rural
and underservad areas, making sure smill
businesses, farms and schools are conneac bed.
We also continued our shared value project
with UNICEF in Kenya. The aim of the project

is to bring Logether all relevant parties in
collsboration to demonstrale thebest
solutions to connect the unconnected schools
todigital learning in Kenya, and Lo enable

ar cassible, quality and inclusive education
through cigilal connactivily particularly for
girls and disabled children. The project started
in 2018 and thea first schools weare connecled
in Seplember using our FixedWireless

Access solulion.
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Sustainability and
corporate respensibility continued

Combating climate change

Climale change remains a signi ficant risk

Lo society. We racognize Lhat we provide
productsand services globally Lhat ray
afiect the envircnment as manufacturing,
chistributing, and operating these products
require energy and other resources. The most
material climate-relalad opportunities and
risks are related Lo cur ability Lo help other
industries to reduce their errissions and the
anargy efficiency of our preducts. We Beliawe
that the opportunilies our Lachnology
provides Lo cur customers, industry and
sociely, and the measures we have Lakan in
our operations can posilively contribule Lo
the fight against climate change. Our own
operations are not very sensitive o the
changes in energy pricing or natural
calastrophes. However, climate change can
impact cur customers and supply chain,
aswell as the global economy, political and
social stability.
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We have utilized climala-related scenarios 1o
support the review of cur climate-reated risks,
opportunities, end relaledimplications to our
business. In our analysis, we applied global
warming scenarios of 1.57°C and 2.0°C, based
on 205 scenario by the Intarnational Energy
Association’s and RCP2, & (Representative
Cencenlralion Pathway) scenario by the
Intergesarnmental Panel on Clirmate Change.
The resulls of this analysis have providad
inforrmation for our risks and cpporunity
analysis, stressed the need for greater and
more urgent greenhcuse gas (GHG) emission
reduction activities and served as & basis for
our Science Based Target setting. We have
also aligned our cimate-related disclosures in
our COPreport according Lo the guidance of
the Task Force on Climate-relaled Financial
Disclesuras. CDP is a glebal organization that
runs a bespoke global disclosure systarm for
invaskors, companias, dties, states, and
regions Lo manage their environmen tal
impacts. We publish our detailed GHG
ermissions alsoin cur Paople & Flaneat report.

We constantly strive 1o drive down the
erergy required by cur producls inuse in

our customers’ communication s networks,
helping them to recluce their carbon footprint
s this is by far the greater part of our cwn
carbon foolprint. We have delivered zero
emission products to over 150 customers
around the werld, Modernizaticn of legacy
nelworks drivesimproved enargy efficiency.
The cuslomer base station sites we
modernizadin 2020used on averags 54%
less enargy than those where our customers
didnol modarnize. Mol only does this reduce
ervironmental impacts, it dso provides an
improved finandal upsice for our customers.

During 2020, we worked hard to recalibrate
our existing long-term science-based targets
in ling with the goal o lirmit rises in global
average lemperatures to 1.5°C. Thisis a
commitment we made in 2019, and we expecl
Lo carmmunicate cur updated science-basad
largalsin early 2027, The existing targets
seak 1o raduce emissions lrom sold products
in use by 79% and operational errissions by

4 1% by 2030, as compared to the 2074
baseline. Al the end of 2020, we were on lrack
toreach the targels by 2030, The progress

of these targets islinked Lo the pridng
rmechanism of our Revolving Credit Facility
loan announcedin 2019,

We have in place arobust environmeantal
rmanagament system and environmental
policy, supported by documented processes
and procedures globally Lo ensura
implemeantation. The systarm helps us o
rhoniler our progress and identily neaeded
improvaments. Our own operational
lootprintis certiffied under the IS0 15007
ervironmental managamenlt system standard
andin 2020 the coverage of employees
within the scope of that certification was
G0%. Circular economy and waste reduction
are also key in our work and we offer
refurbishment, reuse, and recycling of older
equipmant as an integral componeant of the
product lifecycle managament. In 2020,

we senl around 4 700 metric Lens ol old
lalecorrmunications aguiprnent for
miaterials recovery and we rafurbished or
reused approzimately 79 400 unils witha
combined total weight of 570 metric tons.

4

Cur grourd-breaking liquid-coaled 50 base
station systern offers 90% lower cooling system
energy consumption and 20% lower base station
Ol emissions
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0.6 billion

In 2020 the radio networks we supplied to
our customers served around 6.6 billion
subscriptions waorldwide,

549

The customer base station sites we
maodernized in 2020 used on average 54%
less energy than those where our customers
did not modernize,

96.2%

Our Ethical Business Training was completed
by 96.2% of aur emplayees, surpassing
the target of 95%.
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Conducting our business

with integrity

Our long-standing reputation for integrity

is our most impaortant asset, At Nokia, every
employee is responsible and accountable for
upholding our high ethical values. Trust has
naver been more important, and we strive
every day to earn and to keep the trust of aur
custormers, governments, employeas and
other stakeholders with wham we interact.

In these challenging times, our unwavering
commitment to integrity remains steadfast.

Our Cade of Conduct is the foundation upon
which this commitment rests. Our Code sats
out four straightforward defining principles:
we follow the laws where we do business; we
set an example for one ancther by being
hanest and fair; we promaote a culture of
integrity through mutual respect and trust;
and we haold each other accountable to adhere
to the Code and report potential violations.

These guiding principles are supplemented by
14 key business policy statements covering
critical issues and risks we face: Improper
Payments/Anti-Corruption, Conflicts of
Interests, Fair Cornpetition, Privacy, Dealing
with Government Officials, Intellectual
Property & Confidential Information, Working
with Third Parties, Trade Compliance, Insider
Trading, Health, Safety & Labor Conditions,
Controllership, Fair Employment Practices,
Human Rights, and Erwiranment. An additional
Code of Ethics sets out further expectations
of our CEQ and senior executive financial
officers. Our Third-Party Code of Conduct
applies ta the varicus third parties with whom
we work and clearly states our expectations
of theman ethical canduct. Our codes are
further supplemented by policies, procedures
and guidance documents covering a range

of topics such as third-party screening
procedures, corparate hospitality, and more.

In 2020, we continued our longstanding
practice of providing annual training to our
employees on ethical business practices, as
well 25 other important topics such as quality,
health, safety, and well-being. Our Ethical
Business Training was completed by 96.2% of
our employees, surpassing the target of 95%,
In response to COVID-19, we redoublad aur
efforts to stay connected with employees
worldwide, leveraged the use of internal
sacial media channels, increased our
communications on our giobal Ombuds
program, and conducted varicus other virtual
activities. Throughout 2020, we closely
monitored and responded to the impact of
the pandemic onour compliance program,
shifting our resources and priorities as
circumstances dictated, and planning for
continued monitoring and action as required,
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Anti-corruption and bribery

We do not engage in, nor do we tolerate,
corrupt behavior by our employees or
suppliers. We employ a multi-faceted
approach to prevent corruption. We have clear
and unequivocal policies concerning improper
payments, facilitation payments, gifts and
hospitality, sponsorships and donations,

and other areas of risk for public and

private corrugtion.

We carry out training and regularly
communicate to our employees regarding
legal and compliance risks, and we review
these risks and our mitigation measures with
the company's senior leadership and Audit
Committee. We conduct periodic audits and
risk assessments Lo ensure that we identify
and respond to corruption risks across

our operations. Our Compliance Contrals
Framewark [CCF) reviews are comprehensive,
bottom-up assessmeants that identify gaps
or shortcomings in our compliance program,
and we develop and implement risk mitigation
plans in response to each review. We also carry
out risk-based due diligence and maonitoring
procedures for different categories of third
parties {such as suppliers and business
partnersl to assess and to manage potential
risks related to engaging and working with
them, In addition, we screen our
end-customers to assess possible legal,
compliance and reputational risks associated
with them (including, but not limited ta,
sanctions and money laundering risks).

The Anti-Corruption Center of Excellence
ICaElis a dedicated group within our
compliance team that assesses and
monitors risks asscciated with commercial
third parties and the provisioning of
hospitality, sponsorships, and donations

on behalf of Nokia, The activities of the CoE
are digitalized and tocl-based, including

for example monitoring and online training.
Third parties are not only expected to adhere
to our Third-Party Code of Canduct; they are
required annually to sign our anti-carruption
certification,

We provide a range of trainings and resources
that include comprehensive anline courses,
targeted micre-learnings, compliance job aids,
and befora the pandemic also face-to-face
training. In 2020, anti -corruption training was
delivered to business groups, regional groups,
Mokia service companies, joint ventures and
other stakeholders with over 3 000 individuals
trained. We also celebrated Nokia Integrity Day
in October with a variety of online activities,
including two virtual global events hosted

by our Chief Compliance Officer and a
compliance panel. This gave employees
around the world the opportunity to review
real high-risk case scenarios and engage with
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Sustainability and
corporate responsibility continued

the compliance team to ask questions and
discuss compliance topics, Integrity Day
celebrates Mokia's commitment to integrity
and seeks to draw all employeesinto a
comversation ahout the importance of this
corevalue,

Oversight and grievance mechanisms

Qur Board of Directors, Audit Committee,
and executive leadership team all provide
oversight of our ethics and compliance
program. Our Chief Compliance Officer
nravides periodic reports and updates
concerning compliance programs,
investigations, and evaolving external
enforcement and risk trends. Employees are
expected and encouraged to report concerns
about ethical misconduct or potential
viglations of law, our Code of Conduct or

our company policies, We pravide numerous
channels and mechanisms to facilitate such
reporting and strive to ensure that employees
feel comfortable reporting concerns, including
means to report anomymously where
permissible by local law. Mokia's global
Ombuds program helps drive our ‘speak up”
culture and allays any concerns employees
may feal about potential reprisal for having
filed & repart.

In 2020, we received 776 concerns, of
which 329 were investigated by cur Business
Integrity Group as alleged viclations of our
Code of Conduct. 106 of such integrity
allegations were substantiated with cause
found after investigations. Specifically, two
concerns were received as alleged vialations
of our anti-bribery policies, invalving third
parties. One of these concerns was not
substantiated, and the other investigation
was not concluded by the end of 2020,

We also implemented carrective actions
including 16 dismissals and 20written
warnings following these and other
investigations. Beyond individual discipline,
these investigations resulted in detailed
raot cause analysis, and remedial measures
and impravements were identified and
manitored for implementation, thereby
ensuring constant improvement.
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Data privacy and security

We have established a comprehensive
company-wide privacy program based an
relevant laws, best practices, and standards.
This program is supported by, and aligned
with, corporate, business-group, and central
functions-level policies and processes. We aim
to mitigate privacy risk in relation to the data
we collect, process, and stare. We cbserve the
concept of data minimization, meaning we
endeavor anly ta collect personal data thatis
necessary for the purposes for which they are
collected and to retain such data for no longer
thanis necessary, We implement appropriate
controls to ensure that anly persons with a
dlear and justifiable need to know can access
perscnal data. We have formal processes and
procedures in place to manage and mitigate
any related risk to data subjects in the event
of a personal data breach. These processes
also include mechanizms to communicate in

a timely fashion with supervisory authorities,
should that be required. We measure and
monitar privacy maturity and ambition by
undertaking privacy maturity assessments
across the business. A program of privacy
awareness and training ensures we
continuously and effectively address

areas of highest privacy impact.

Security is a key concernin 5G, loT and

other new technologies. We aim to develop
products and services that meet or

surpass the applicable security standards.
Mevertheless, we and gur products may

be subject to cybersecurity breaches,
including those resulting from hacking,
viruses, malicious saftware, unautharized
medifications, or other activities that may
cause potential security risks and other harm
to us, our customers or consumers, and other
end-users of our products and services. We
have developed and implemented processes
and tools for use in product development,
referred to as Design for Security or DfSec,
which underlies all product development. We
maintain internal IT security and cybersecurity
operations, including manitoring our internal
network resources and we have 150 27001
certifications for selected operations, We have
alsg implemented policies, processes, and
tools to enhance the security of our products
and services, including managing the security
risks in third partios,

Human rights —freedom of expression

and privacy

We are committed to the principles of the
Universal Declaration of Human Rights, the
United Mations Global Cormpact, and the
Organisation for the Econcmic Co-operation
and Development (OECD) guidelines for
Multinational Enterprises. We encourage our
suppliers and business partners to share
these values. We endorsed the United Nations
Guiding Frinciples on Business and Human
Rights in 20111, Our Code of Conduct together
with our Human Rights Policy sets aut our
approach to human rights. Our human rights
processes cover the whole value chain, from
supplier management to product end use and
we have set clear targets for all areas separately.

Our Human Rights Due Diligence {HROD)
process, which is embedded in our global
sales process, provides the mechanism and
tools to effectively deal with our most salient
human rights risks arising from the potential
misuse of the products and technology we
provide, We aim to ensure the technology

we provide is not used to infringe an human
rights, including the right to privacy, freedom
of expression and assembly. Before any sale is
mada, the HRDD process is used to identify
the potential risk level to human rights
through potential misuse of cur technology.
Of the cases handled by HRDD in 2020,

T0% were resolved as 'Go’, 30% as "Go with
conditions’, and 0% as ‘No ga'. In addition to
potential product misuse, human rights risks
appear in our global supply chain. Our supply
chain risks and activities are further discussed
in the Responsible Sourcing section below
and in a separate modern slavery statement.

We are 2 mermber af the Global Netwark
Initiative [GMII, 8 multi-stakeholder group

of companies, civil sodety organizations
lincluding human rights and press freedom
groups], investors, and academics working
together to protect and advance freedom
of exprassion and privacy in the ICT sectar,
A condition of membership for companies
is agreement to adhere to the GNI Principles
and allowing GNI to conduct anindependent
assessmentof the member comparny’s progress
towards implementing the GMI Principles,
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“ We constantly strive to drive

down the energy requ
products in use

communicat

Responsible sourcing

We expect our suppliers to adhere to our
Third Party Code of Conduct and provide
themwith aur Supplier Requirements,
including the Responsible Business Alliance
[RBA) Code of Conduct and additional,
Mokia-specific sustainanility requireaments.
The requirements cover such topics as
environment, health, safety and security,
privacy, risk management, labaor rights
management, and ethics. We also run
assessments and audits of our suppliers
and provide training to ensure they meat
our ethical requirements and continuously
improve ontheir perfarmance. In 2020, we
introduced a sustainability award as part of
our Supplier Diamond Awards to recognize
innovation around sustainability.

In 2020, we implementad 391 supply chain
audits {332 in 2019), including 24 onsite
in-depth audits on corporate responsibility
topics, 27 onsite audits against our supplier
requirements and 340 supplier assessments
conducted using the EcoVadis scorecards.
We also ran training warkshops for suppliers,
whichwere this year organized remotely,
including for example topics such as dimate
change, conflict-free sourcing, modern
slavery, as well as a special series of sessions
around health and safety topics. These
trainings covered altogether over 1 300 supplier
participants. Following growing concerns
around mistreatment of ethnic and other
minarities, we have conductad a refresher
training session regarding modern slavery
for our suppliers, conducted further rigk
assessments, and strengthened our
Corporate Responsibility auditing guidelines
to communicate MNokia's requirements
concerning the treatment of ethnic ar any
other minorities and for appropriate actions
to be taken. We also continued our wark with
the Joint Audit Cooperation {JAC), a group
of our major customers which collaborate

to drive improvement and transparency

in supply chain managemaent.
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We see the highest risk exposure to health
and safety in the delivery of field work, which
is predominantly delivered by our contractors
in tasks such as working at height, driving

for work and electrical installation and
maintenance, Consequently, we have set
stringent key parformance indicators related
to the supplier ability to deliver safely, which
iz evaluated by our Health and Safety Maturity
Assessment process. By the end of 2020,
979% of suppliers delivering high-risk activity
had been assessed using our H&S Maturity
Azsessment Process and 99% of the assessed
suppliers met H&S compliant supplier status.
We also carried out impact assessments on
9&% of all high-risk projects. 99% of those
projects were found to meet our minimum
non-negotiable requirements,

The potential risks assodated with the mining
and trade of metals that provide key minerals
in electronic compaoneants may include impacts
related ta military canflict, human rights
violations, as well as negative erwironmental
impacts. This is one reasan why the
traceability of our materials and ensuring

our products are conflict-free are a priority for
us, as evidenced in our updated Respansible
Minerals Palicy, which can be found online.

Tin, tantalum, tungsten, gold and cobalt are

in scope of our due diligence. By the end of
2020, 98% of our suppliers had achieved full
visibility to the smelters in aur supply chain,
and for 95% of aur suppliers the entire supply
chainconsists of smelters that have been
validated conflict-free or active invalidation
process. Out of all the smelters identified

as part of our supply chain, 80% have been
validated as conflict-free or are active in the
validation process. Qur latest Conflict Minerals
report was also updated during the year.

Board review

red by our
n our customers’
ons networks. ”

We continued cur CDP Supply Chain Program,
creating erwironmental improvement
programs and improving our upstream
indiract emissions that occur in the chain.

In 2020, 430 of our key suppliers responded
to the COPs request to disclose their climate
perfarmance information and 262 also
provided emission reduction targets. We also
had 275 suppliers responding an the water
aspect via the COP program. To move forward
with climate-related targets, we also
encouraged suppliers to set climate targets
for the next stage to be in line with the
Science Based Targets initiative.
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Sustainability and
corporate respensibility continued

Our culture - respecting people

We believe cur people are cur greatest

assel and we aim Lo enable a culture that
anccurapes high-performance, integrity,
andinclusion. Tha market Mor skillad
amployess in our businass is ex|ramely
cornpetitive. Our work force has fluc uated
over recant years as we have introcduced
changes inour strategy torespond Lo our
business targels and our activities. These
changes may in the future cause disruption
and fatigue among employvees. |t is imperative
that weawork to create and suslain acorporate
cullure thalis motivational, inclusive, and
ancourages creativity and continuous learning
Lemesel challenges.

In 2020, the average number of employeas
was92 039098 322 in 201%and 103 083 in
2018). The takle below shows the average
nurnber of employees in 2020 by gecgraphical
location:

Frerage number
Region of employees
Finland 6098
Other European countries 32638
Miccle East & Africa INg
China 137459
AgiaPacific 2051
Morth America 12 002
Latin America 3674
Total 920329
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With & change in cur leadership in 2020,

we ook the epportunity Lo refresh cur view
on he employas experience. For Day 1ol
Pekkalundmark's tenure, welauncheda
global survey that asked whether employaes
felt pricle in working for Mokia, and whether
they felt the working atrmosphers enabled
them Lo give their best. The survey garnered
over 90 000 responses in July. 88, 7% of
employeesrespondad Lthat they feel pride
in working for Mokia, while 75.1% agread
that the working atmoesphare enabled them
Lo giva hair bast.

We are commilled Lo ermployae developmeant
and caraer growth. In 2020, many of our
instructor-led programs wara irmpac tad by
COVID-19 and repurposed 1o be daliverad
wir bually. We daliverad our corporate
leadership programs largeling new line
managers Lo senicr leaders virtually for owver
1100 participants. We also continued Lo train
our senior managers on coaching skills by
delivering virtual Coaching for Success
programs, In 2020, over 7 000 employees
studied leadership ralated online solutions
andvidens We have nearly 300inlarnzl
coaches who ara mada availakble Lo all
amployees. We also focused on supporling
line managers and employees during the
pandermic with five quick guides, induding
topics such as resilience and well-being,

leacing wriual teams and working from home,

We believe that a diverse workforce
is owr placform for greater innowation,




Inclusionand diversity

Inclusion was highlighted as a critical behasor
inNokia's 2020 wrnaround sgenda, We
believe that by acting indusively we can
levarage the cifferences to achieve belter
businass results and growth. To make sure
that our leaders understand how bias can
advarsely impact people-related actions
and decisions, wa arranged workshops on
navigaling bias with indosion. During 2020,
thesea virtual workshops reached ower 85%
of all leacers, with a satisfaction rale of 98%.
As part of our Diversity & Inclusion stralegy
implernentation, we also continued to focus
on training women in leadership, and
delivered on our Accelerated Women Leader
program, The program was sponsored by
axecutives and includes menloring and
coaching. We also delivered our ‘Oul Leader’
program consisling of axternal natworking
and mantoring by Mokialeaders, aiming for
further inclusion of sexual minori es.

As acornarstone of our commibment Lo agual
reatment, we continue to anmnually monilor
pay equily and fund special rermediation
INcreases asnecessary, Lo ensure thal the
unesplained pay-gap which was first closed

in 2019, stays closed in 2020andin future
years, n 2020, 23.5% of Nokia's leadership
tearm’s positions were held by women, while
the share of women in all leadership positions
across Nokia was 15.3%. In total, wormen
accountad for 22 2% of our workforce.
Backin 2016, we set a largel toindrease Lhe
percentage of women in leadership by 2 5%
by the end of 2020. Each business group has
been able to successiully hire andretainits
wornen employees but the pipaline of wormen
to senior posi tions is still weak. Most of the
wornen in the cormnpany still find themselvesin
midde management, Hence, we weranol able
to reach the target.

Health, safety and labor conditions

Our Code of Conduct is the basis for labor
conditions, enhanced by a full set of global
hurman resources policies and procedures
that enable fair employrment. We adhere to
the International Labor Organization (ILO)
Declaration on Fundarmental Principles
and Rights al Work and we meel, or whera
possible excaed, the requiremaents of laber
laws and regulations wherevar we have
operations. We work hard Lo ensure decant
wiorking conditions and fair employment,
taking into account both international and
lecal laws and guidelines.

Our health and safety management system
is the basis for our overall program and an
integral part of how we manage health and
safety. The management systerm is cartified
with the inlernationally recognized OHSAS
12001, and during 2020 we started our
transilioning Lo the naw 150 4 5007 standard.
Cartification is provided by & Lhird party,
Bureau Veritas, and it covers aclivities within
all Networks' business groups, austomer
operations and supporting corporate
functicns. We implement training, analysis,
assessments and consaquence managemeant
toaddress job-related health and safety risks.
We run awicle range of programs targeted

at constantly improving our health and
salely performance, while also encouraging
employaes and contractors Lo report near
misses and dangerous incidents.
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Shares and shareholders

Snares anad
snarenolders

Share details
Shares and share capital

Mokia has ane class of shares. Each Mokia share entitles the holder to one vote at genaral meetings of Nokia.

As of December 31, 2020, the share capital of Nokia Corporation equaled EUR 245 896 461.96 and the total number of shares issued was
5653 886 159. As of December 31, 2020, the total number of sharesincluded 36 389 799 shares owned by Group companies representing

approximately 0.6% of the total number of shares and the total voting rights.

In 2020, under the authorization held by the Board of Directors, the Parent Company issued 13 350 000 new shares without consideration

toitself to fulfill the company's cbligation under the Mokia Equity Programs.

In 2020, under the authorization held by the Board of Directors, the Parent Company issued 11 915 070 treasury shares to employees,
including certain members of the Group Leadership Team, as settlement under Parent Company equity-based incentive plans and the
employee share purchase plan. The shares were issued without consideration and in accordance with the rules of the plans.

Information on the authorizations held by the Board of Directors in 2020 to issue shares and special rights entitling to shares, to transfer shares
and repurchase own shares, as well as information on related party transactions, the shareholders, stock options, shareholders’ equity per
share, dividend yield, price per earnings ratio, share prices, market capitalization, share turnover and average number of shares is available in the

“Corporate governance—Compensation” and “Financial statements” sections.

The Board of Directors held at Dacember 37, 2020 a total of 1 033 100 shares and ADSs in Mokia, which represented approximately 0.02%
of our total shares and vating rights exduding shares held by Nokia Group. The CED owned at December 31, 2020 2 total of 788 850 shares.

Refer to Mote 20, Shares of the Parent Company, of our consalidated financial statements included in this annual report for further information

regarding Nokia shares.

Mokia does not have minimum or maximum share capital or 2 par value of a share.

s of December 31 2020 2019 2018 2017 2016
Share capital, EURm 246 246 2466 246 246
Shares, (000s) 5653886 5640536 5635945 5839404 5836055
Shares owned by the Group, (000s) 36 390 34955 42 783 259887 115552
Mumber of shares excluding shares owned by the Group, [000s) 5617496 5605581 5593162 5579517 5720503
Average number of shares excluding shares owned by the Group

during the year

Basic, (00Qs)"" 5612418 5599972 5588020 5651814 573237

Diluted, (000s)™ 5612418 5626375 5588020 5651814 5741117
Murmber of registered sharaholders™ 246 886 ZLB 526 243 409 247717 237 700

1] Usedincaladation of eamings per share for profi or ks For the piar atbibutable 1o equity holders.of the parint,
(2] Each atoount eperateris mdudedin the fgune a5 only one registered shareholder.
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Key ratios

For the year ended December 21, Continuing operations. 2020 2019 2018 2017 2016
Earnings per share, basic, EUR {0.45) 0.00 10,100 10.26) (0.13)
Earnings per share, diluted, EUR {0.45) 0.00 10.10) 10.28) (0.13)
P/E ratig, basic" neg. - neg. neg. neg,

Dividend per share, EURE 0.00 .00 010 0.19 0.17

Taotal dividends paid, EURmM® - - 560 1063 963

Payout ratio, basic® - - nag. neg. neg.

Dividend yield, 460 - - 199 488 370
s of Decomber 31 2020 2019 2018 2017 2016
Shareholders’ equity per share, EUR 2.22 2.73 2.73 2.89 3.51

Market capitalization, EURm 17701 18 476 28134 21704 26257

{1) Based on Mokia closing share price at year-end on Masdag Helsnki
12 Mo diidend is proposed by the Boand of Directors of the Parent Comparny for the firangal yedr 20200 Amounts presented for the Brancial years 2013, 2008, 2017 and 2016 represent the aciual
arnaunts paid bo eouity holders of B parent,

Share turnover
Fcn'thl!-]-om' ended December 31 2020 2019 2018 2017 2016
Nurmber of shares traded during the year {000s]™ 13903762 11003630 SOU60687 8839680 9604722
Average number of shares excluding shares owned by the Group

during the year {000s) 5612418 5599912 5588020 5651814 573237
Share turnover % 248 196 160 156 168

1] Sourne: Nasdag Helsinki, the NYSE composite tape and Buronest Parnis (gince Movernber 201 6),
The principal trading markets for the shares are Masdaq Helsinki and Euranext Paris, in the form of shares, and the NYSE, in the form of ADSs.
Share price development

MNasdag Helsinki New York Stock Exchange Euronext Paris
High Lew Value High Low Value High Low Walue
Annusl data ' EUR ' uso ' EUR '
2020 Full year High/Low 4,34 208 514 2.34 4.35 2.08
2020 Full year Average (Volume-weighted] 3.39 3.98 3.44
Year-end value December 37, 2020 3.15 3.91 3.4
Year-end value December 31, 2019 3.30 3.7 3.31
Change from Decamber 31,2019
to December 31, 2020 [4,5)% 5,4% {5,118
Stock option exercises
. Subscription price Number of new Date of Met proceeds  Mew share capital )
Year Stock option category ELIIF shares 000s payment ELURm EURm
2018 Makia Stock Option Plan 2012 1Q 3.48 0 2018 0.00 -
Mokia Stock Option Plan 2012 2Q 2.08 128 2018 027 -
Mokia Stock Option Plan 2012 30 1.82 170 2018 0.31 -
Mokia Stock Option Plan 2012 40 1.76 0 2018 0.00 -
Mokia Stock Option Plan 2013 1Q 2.58 0 2018 0.00 -
Maokia Stock Option Plan 2013 20 2.35 127 2018 030 -
Mokia Stock Option Flan 2073 30 2.72 0 2018 0.00 -
Ngkia Stock Option Plan 2013 40 5.41 0 2018 0.00 -
Total 425 0.87
2019 Mokia Stock Option Plan 2013 1Q 2.58 0 2019 0.00 -
Nakia Stock Option Plan 2013 20 2.35 23 2019 0.05 -
Mokia Stock Option Plan 2013 30 2.72 0 2019 0.00 -
Makia Stock Option Plan 2013 40Q 5.41 0 2019 0.00 -
Total 23 0.05

111 After 2019, the Group nolonger adrmarsstered any global stock option plan, Refer Lo Note 26, Share-based payment.

HOKIA M 2020 109




Shares and shareholders
continued

Dividend

The dividend to shareholders is Nokia's principal method of distributing earnings to shareholders. Baginning with the distribution for the
financial year 2018, Mokia started paying dividends in quarterly instalments. On October 24, 2019, the Board resclved to pause dividend
distributions, in order to: al guarantee Mokia's ability to increase 5G investments, bl continue investing in growth in strategic focus areas of
enterprize and software and cf strengthen Mokia's cash position. This was done in accordance with Nokia's dividend paolicy, which states that
dividend decisions are made taking into account Nokia's cash position and expectad cash flow generation.

The Board is pleased with Mokia’s recent operational performance and the track record of sustainable cash generation that Mokia is starting to
build. The Board is satisfied that Mokia has strengthened its cash position. However, the Board continues to focus on ensuring Nokia's ability to
increase investments in 5G and strategic areas, while continuing to establish a track record of sustainable cash generation. Therefore, the Board
does not propose a dividend or dividend authorization for the financial year 2020,

We distribute distributable funds, if any, within the limits set by the Finnish Companies Act as defined below. We make and calculate the
distribution, if any, in the form of cash dividends, as=ets from the reserve for invested unrestricted equity, share buy-backs, or in some other
farm, or a combination of these, There is no specific formula by which the amount of a distribution is determined, although some limits set
by law are discussed below. The timing and amaunt of future distributions of retained earnings and/or assets from the reserve for invested
unrestrictad equity, if any, will depend on our future results and financial conditions.

Under the Finnish Companies Act, we may distribute retained earnings and/or assets from the reserve for invested unrestricted equity on

our shares only upon a shareholders’ resolution and subject to limited exceptions in the amount proposed by the Board. The amount of

any distributicn is limited to the amount of distributable earnings of the Parent Company pursuant to the last accounts approved by aur
sharehclders, taking into account the material changes in the financial situation of the Parent Company after the end of the last financial

periad and a statutory requirement that the distribution of earnings must not result ininsolvency of the Parent Company. Subject to exceptions
relating to the right of minority shareholders to request a certain minimum distribution, the distribution may not exceed the amount proposed
by the Board of Directors.

Shareholders

As of December 31, 2020, sharehalders registered in Finland represented approximately 24% and shareholders registered in the name of a
nominee represented approximately 76% of the total number of shares of Mokia Corporation, The number of directly registered shareholders
was 246 886 as of December 31, 2020. Each account operator {14} is included in this figure as only one registerad shareholder.

Largest shareholders registered in Finland as of December 31, 2020

Total number
Sharcholder of shares 000s % of all shares % of all voting rights
Salicium Oy 296000 5.24 5.24
Keskindinen Elzkevakuutusyhtic Imarinen 79800 1.41 1.41
keskindinen Tydeldkevakuutusyhtis Varma 78052 1.40 1.40
keskindinen Tydeldkevakuutusyhtit Elo 44 307 o7e 0.78
Valtion Eldkerahasto 42 000 0.74 0.74
Schweizerische Nationalbank 27112 0.48 0.48
Mordea Bank Abp 16962 0.30 0.30
Oy Lival Ab 16700 0.30 0.30
Svenska Litteratursallskapet i Finland .f 15678 0.28 0.28
Danske Invest Finnish Equity Fund 15300 027 .27

(1] Exchidingnarrines regrtered shares and shares cwned by Nokia Corporation. Mokia Corporation owned 24 931 138 shanes 25 of December 31, 2020
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Breakdown of share ownership as of December 31, 2020

Numbarof %o of Total number af
By number of shares owned shareholders sharcholders of shares all shares
1-100 55705 22.56 2970824 0.05
101-1 000 116103 4£7.03 52 207 178 0.92
1001-10000 66069 26.76 206 558 643 3.65
10001-100 000 8472 3.43 206 905 293 3.66
100 8601-500000 424 17 83 320702 1.47
500 001-1 000 000 42 0.02 30 352 087 0.54
1 000007-5 000 000 £9 0.02 127 487 410 2.26
Over 5000 000 22 0.01 4944084 012 87.45
Total 246 BB6 100.00 5653 886 159 100.00

{1] The breakdewn covers only shareholders registeredin Finland, and each account operator [14] is included in the number of shareholders 35 only one registened shareholder. As a resull, the breakdewn

i not ilustrative of the entire shareholder base of Hokia.

% of shares

By nationality

Man-Finnish shareholders 76.17
Finnish shareholders 23.83
Total 100.00
By shareholder catepory [Finnksh sharcholders) % of shares
Corporations 2.35
Households 8.19
Financial and insurance institutions 2.22
Non-profit arganizations 1.24
Governmental bodies (incl. pension insurance companies) 9.83
Total 23.83

As of December 31, 2020, a total of 770 246 104 ADSs {eguivalent to the same number of shares or approximately 14% of the total shares)
wera outstanding and held of recard by 114 939 registered holders in the United States. We are aware that many ADSs are held of record by
brokers and other nominees, and accordingly the above number of holders is not necessarily representative of the actual number of persons
whao are beneficial holders of ADSs or the number of ADSs benefidally held by such persons. Based oninfarmation available from Broadridge

Financial Solutions, Inc.,, the number of beneficial owners of ADSs a5 of December 37, 2020was 522 361,

Based oninformation known to us as of January 29, 2021, as of December 31, 2020, Blackrock, Inc. benefidally owned 333 048 530 Nokia
shares, which at that time corresponded to approximately 5.9% of the total number of shares and voting rights of Nokia.

Accarding ta a notification received by Nokia on Septermber 3, 2020, the holdings of Salidium Oy in Nokia amounted to a total of 283 000 000
shares, corresponding to approximately 5.01% of the total number of shares and voting rights of Mokia at that time.

Ta the best of our knowledge, Mokia is not directly or indirectly owned or controlled by any other corparation or any government, and there are
na arrangements that may result in a change of control of Mokia.

Shares and stock options owned by the members of the Board and the Nokia Group Leadership Team
As af December 31, 2020, the members of our Board and the Group Leadership Team held a tatal of £ 480039 shares and ADSs in Nakia,
which represented approximately 0.08% of our shares and total voting rights excluding shares held by the Mokia Group.

Offer and listing details

Qur capital consists of shares traded on Nasdaq Helsinki under the symboel "MOKIA" and Euronext Paris under the symbol "NOKIA™. Our ADSs,
each representing one of our shares, are traded on the NYSE under the symbol "HOK", The ADSs are evidenced by American Depositary Receipts
{ADRs} issued by Citibank, N.A
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Articles of Association

Articles of Association

Articles of Association

Amendment of our Articles of Association
requires a resolution of the general meeting
of shareholders, supported by two-thirds of
the votes cast and two-thirds of the shares
represented at the meeting.

Our Articles of Association include provisions
for obligations to redeem our shares,
Amendment of the provisions of Article 13

of the Articles of Association, "Obligation

to purchase shares”, requires a resolution
supported by three-quarters of the votes cast
and three-quarters of the shares represented
at the meeting,

Registration

Mokia is organized under the laws of the
Republic of Finland and registered under
the business identity code 0112038 9,
Under its current Articles of Association,
Mokia's corporate purpose is to research,
develop, manufacture, market, sell and
deliver products, software and servicesina
wide range of consumer and business-to-
husiness markets. These products, software
and services relate to, amaong others,
network infrastructure for telecommunication
operators and other enterprises, the laT,
hurnan health and well-being, multimedia,
big data and analytics, mobile devices and
consumer wearables and other electronics.
The company may also create, acquire and
license intellectual property and software
as well as engage in other industrial and
commercial operations, including securities
trading and other investment activities.
The company may carry on its business
operations directly, through subsidiary
companies, affiiate companies and

joint venitures.

1z

Directors’ voting powers

Under Finnish law, resolutions of the Board
shall be made by a majority vote. A director
shall refrain from taking any partin the
consideration of an agreement between

the director and the company or third party,
or any other issue that may pravide any
rmaterial benefit to him or her, which may be
contradictory to the interests of the company.
Under Finnish law, there is no age limit
requirernent for directors, and there are no
requiremneants under Finnish law that a director
must own a minimum number of shares in
order to qualify to act as a director. However,
in accordance with the current company
palicy, approximately 40% of the annual

fee payable to the Board members is paidin
Mokia shares purchased from the market ar
alternatively by using treasury shares held by
Mokia, and the directors shall retain until the
end of thair directarship such number of
shares that corresponds to the number

of shares they have received as Board
remuneration during their first three years
of service {the net amount received after
deducting those shares used for offsetting
any costs relating to the acquisition of the
shares, including taxesl.

Share rights, preferences
and restrictions

Each share confers the right to one vote at
general meetings. According to Finnish law,
acompany generally must hold an Annual
General Meeting called by the Board within
six menths from the end of the financial year.
Additionally, the Board is obliged to call an
Extracrdinary General Meeating, whenever
such meeting is deemed necessary, ar at
the request of the auditor or shareholders
representing a minimum of one-tenth of all
outstanding shares, Under our Articles of
Assaciation, the Board is elected at least
annually at the Annual General Meeting of
the shareholders for a term ending at the
end of the next Annual General Meeting.

Under Finnish law, shareholders may attend
and vate at general meetings in person or
by proxy. [tis not customary in Finland far

a company to issue forms of proxy toits
shareholders. Accordingly, Mokia does not
do 50. However, registered holders and
beneficial owners of ADSs are issued forms
of proxy by the Depositary.

To attend and vote at a general meeting,

a sharehalder must be registered inthe
ragister of shareholders in the Finnish
book-antry system onor prior to the recard
date set forth in the notice of the general
meeting. A registered holder or a beneficial
owner of the ADSs, like other beneficial
owners whose shares are registered in the
company's register of sharehelders inthe
name of a nominee, may vate with their
shares provided that they arrange to have
their name entered inthe termporary register
of sharehalders for the general meeting.

The record date is the eighth business day
preceding the meeting. To be enteredin the
temporary register of shareholders for the
general meeting, a holder of ADSs must
provide the Depositary, or have his broker

or other custodian provide the Depositary,
onor befare the voting deadline, as defined in
the proxy material issued by the Depositary,
& proxy with the following information: the
name, address, and sodal security number or
another corresponding personal identification
number of the holder of the ADSs, the
number af shares to be voted by the holder
of the ADSs and the voting instructions.

The register of sharehalders as of the record
date of each general meeting is public until
the end of the respective meeting. Other
nominee registered shareholders can

attend and vote at the general meetings by
instructing their broker or other custodian to
register the shareholder in Nokia's temporary
register of shareholders and give the voting
instructions in accordance with the braker's
or custodian's instructions.
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By completing and returning the form of proxy
provided by the Depositary, a holder of ADSs
also authorizes the Depasitary to give notice
tous, required by our Articles of Association,
of the holder's intention to attend the

general meeting,

Each of our shares confers equal rights to
share in the distribution of the company's
funds. Dividend entitlement lapses aftar three
years if a dividend remains unclaimed far that
period, in which case the unclaimed dividend
will be retained by Nokia.

Undler Finnish law, the rights of sharehelders
are related ta the shares as set forthin law
and our Articles of Associatian. Neither
Finnish law nor our Articles of As=sociation
sets limitations on the rights to own Mokia
securities, including the rights of foreign
shareholders to hold or exercise voting rights
in the said securities. Amendment of the
Articles of Association requires a decision of
the general meeting, supported by two-thirds
of the votes cast and two-thirds of the shares
represented at the meeting.

Disclosure of shareholder
ownership or voting power

According ta the Finnish Securities Market Act,
a sharehclder shall disdose his ar her
ownership or voting power to the company
and the Finnish Financial Supervisory Authority
when the ownership ar voting power reaches,
exceeds or falls below 5, 10, 15, 20, 25, 30, 50
or 90% of all the shares ar the voting rights
outstanding. The term “awnership” includes
ownership by the sharehclder, as well as
selected related parties, and calculating the
ownership or voling power covers agreements
or other arrangements, which when concluded
would cause the proportion of vating rights

or number of shares to reach, exceed or fall
below the aforementioned limits, Upon
receiving such notice, the campany shall
disclose it by a stock exchange release
without undue dalay.

Purchase obligation

Our Articles of Assodation require a
shareholder that holds cne-third or ane-half
of all of our shares to purchase the shares

of all ather shareholders that so request,

A sharehalder who becomes subject to the
purchase cbligationis also obligated to
purchase any subscription rights, stock
options or corwertible bonds issued by

the campany if so requested by the holder.
The purchase price of the shares under our
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Articles of Association is the higher of: {a] the
weighted average trading price of the shares
on Masdag Helsinki during the ten business
days priar to the day on which we have been
natified by the purchaser that its holding has
reached or exceeded the threshold referred
to above or, in the absence of such
notification or its failure to arrive within the
specified pericd, the day on which our Board
otherwise becomes aware of this; or (b] the
average price, weighted by the number of
shares, which the purchaser has paid for the
shares it has acquired during the last 12
months preceding the date referred ta in (al.

Under the Finnish Securities Market Act, a
shareholder whose voting power exceeds
30% or 50% of the total voting rights in

a company shall, within one month, offer

to purchase the remaining shares af

the company, as well as any other rights
erititling to the shares issued by the cornpany,
such as subscription rights, convertible bonds
or stock options issued by the company.

The purchase price shall be the market price
of the securities in question. Subject to
certain excepticns, the market price is
datermined on the basis of the highest price
paid for the security during the preceding six
months by the shareholder or any party in
close connection to the sharehalder, Subject
to certain exceptions, if the shareholder

or any related party has not during the six
months preceding the offer acquired any
securities that are the target for the offer,
the market price is determined based an the
average of the prices paid for the security

in public trading during the preceding three
months weighted by the volume of trade.

Under the Finnish Companies Act, a
shareholder whose holding excesds
nine-tenths of the total number of shares
or vating rights in Mokia has both the right
and, upan a request from the minority
sharehaolders, the abligation to purchase all
the shares of the minority shareholders for
the thencurrent market price. The market
price is determined, amang other things, on
the basis of the recant market price of the
shares. The purchase procedure under the
Finnish Companies Act differs, and the
purchase price may differ, from the purchase
procedure and price under the Finnish
Securities Market Act, as discussed above.
However, if the threshald of nine-tenths has
been exceeded through either a mandatory
ar avaluntary public offer pursuant to the
Finnish Securities Market Act, the market price
under the Finnish Companies Act is deemed
to be the price offered in the public offer,
unless there are specific reasans to daviate
fromit.
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Pre-emptive rights

In connaction with any offering of shares, the
existing shareholders have a pre-emptive
right to subscribe for shares offered in
propaortion to the amount of shares in their
possession. However, a general meating of
sharehaolders may vote, by a majority of
two-thirds of the votes cast and two-thirds
of the shares represented at the meeting, to
waive this pre-emptive right provided that,
from the company’s perspective, weighty
financial grounds exist,

Monitoring of Foreign Corporate
Acquisitions

Under the Finnish Act on the Monitoring of
Foreign Corporate Acquisitions (2012/172 as
amended), a notification to the Ministry of
Economic Affairs and Employment is required
for a non-resident of Finland, directly or
indirectly, when acquiring one-tenth or more
of the voting power or corresponding factual
influencein a company. The Ministry of
Economic Affairs and Employment has ta
confirm the acquisition unless the acquisition
would jeopardize important national interests,
in which case the matter is referred to the
Council of State, If the company in questian

is operating in the defense sector, an approval
by the Ministry of Economic Affairs and
Employment is required before the acouisition
ismade. These requiremeants are not
applicable if, for instance, the voting power is
acquired ina share issue that is propartional
to the holder's ownership of the shares,
Moreover, the requirements do not apply

to residents of countries in the European
Eccnomic Area or EFTA countries, except
where at least one tenth of shares or other
controlling right in such resident are held by

a party not resident in the European Economic
Area or EFTA.
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Risk factors

Set forth below is a description
of risk factors that could affect
our business.

These risks, either individually or collectively,
could adversely affect our business, sales,
profitability, results of aperations, financial
condition, competitiveness, costs, expenses,
liquidity, market share, brand, reputation and
share price. Unless otherwise indicatad ar
the context otharwise requires, references

in these risk factors to "Nokia”, the “Makia
Group”, “Group”, "we”, "us" and "our” mean
Mokia's consalidated aperating segments.
Certain risks or events may be more prevalent
with respect to the Group ar a certain
business group, business or part of the Group.
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Risk factors summary

Our capability to implement our strategic
plans, improve competitivensass, sustain

ar improve the operational and financial
perfarmance of our business groups, identify
ar successfully pursue business opportunities
ar atherwise grow our business is dependent
on multiple external and internal factors,

partially cutside our control, induding such as:

Risks related to strategy
and its execution

® Qur ability to implement the new operating
model;

® Our ability to develop market recagnition as
a leading provider of technology, software
and services in the information technology
and communications and related services
business in the industries and markets in
which we operate,;

® Trends, such as claudification, open RANS
openness, virtualization and disaggregation
with potential impact onour portfolio
of products and services, competitive
landscape, business models and our
margin profile;

® The degree our investments result in
technologies, products or services that
achieve or retain broad or timely markat
acceptance, answer to the expanding
neeads or preferences of aur customers or

consumers, or in break-through innovations

that we could otherwise utilize for value
creatior; and

8 Qur success in improving our operations
and efficiencies through investing in RED,
entering into licensing arrangements,
acquiring businesses and technologies,
recruiting expert employees and partnering
with third parties or forming joint ventures.

Surrounding economic, financial

and competitive environment

m General economic and financial market
conditions and other developments in
the econamies and industries where we,
our customers and suppliers operate;

& Duratian of the COVID-19 cutbreak,
disruptiveness of the related measures
ta contain the virus and other prolonged
impacts of the pandemic;

® The cyclical nature of the markets in which
we operate, campetitor behaviar, customer
cansalidation, customer purchase and
spending behavior, deployments and
rollout timing,

m Price erosion largely driven by competition
thallenging the connectivity business
madels of our customers;

® Our dependency on a limited number
of customers and large multi-year
agreements/turnkey projects;

m Competitiveness of ar developments
regarding pricing and agreement terms we
offer, induding developments with respect
to customer financing or extended
payment terms or credit lines that we
provide our customers; and

m Willingness of banks or other institutions
to purchase our receivables,
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Our competitiveness

m Our ability to adapt to changing business
models, tachnological changes and to meat

Intellectual property rights,

technology and brand licensing
m Our ability to create new relevant

Geopolitical and regulatory
environment
m Direct and indirect regulation and political

new competition;

® Qur ahility to make and successfully
integrate acquisitions and investments or
complete divestitures, joint ventures or
partnerships;

B nvesting in new competitive high-guality
products, services, upgrades and
technologies that achieve or retain a broad
market acceptance or bring them to market
ina timely manner;

= Qur success in the development of
5G technology and the rollout and
commercialization of 5G services;

8 Qur capabilities to manage end-to-and
costs related to our portfolio of products
and services; and

B |dentifying and implementing the
appropriate measures to improve
cost-efficiency or to maintain achieved
efficiency levels.

HOKIA M 2020

technologies, products and services
through aur R&D, as well as aur ability to
protect our innovations and to maintain the
relative strength of our intellectual property
portfolio;

Qur ability to protect and monetize our
intellectual property e.g. dus to market,
regulatory and other developments, or
court rulings in intellectual property-related
itigation and other disputes;

Uncertainty relating ta the evolving global
regulatory landscape relating to intellactual
property;

Developments in the concentrated
smartphone market, the source of a
significant portion of our patent licensing
income;

Success and profitability of technology
icensing, brand licensing and other
business ventures;

Claims that we have allegedly infringed third
parties' IPR; and

Our ahility to renew or finalize licenses
regarding technologies that are licensed to
us on acceptable commercial terms.

developments regulating trade, taxes,
naticnal security, competition law, export
contrals and sanctions, cyber security, and
anti-corruptian;

Changes in regulations or in their
application applicable to current or new
technologies or products;

Emerging new regulation applicable to
current or new technologies or products;

Our products and services meeting all
relevant quality, health, safety or security
standards and other recommendations and
regulatory requirements globally;

Compliance with laws and regulations
relating to privacy, data protection, and the
protection or transfer of personal data; and

Our ahility ta maintain an effective system
of governance and compliance processes,
disdosure contrals and internal cantrol aver
financial reporting.
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Risk factors
continued

Business operations

® Qur manufacturing, service creation,
delivery, lagistics or supply chain to operate
without significant interruptions ar
shortages;

® Performance capabilities of our partners
and suppliers and their high standards to
meet product quality, health, safety or
security requirernents ar cormply with other
regulations or local laws;

m Ineffidencies, breaches, malfunctions or
disruptions of aur information technology
systems and pracesses or disruptions of
senvices relying onour of third-party IT,

B Actual or perceived security or privacy
breaches, as well as defects, errars or
vulnerabilities in aur technelogy and that
of third-party providers;

® Damage caused to existing undersea
infrastructure during installation or
maintenance of undersea
telecommunications cable netwarks;

& Dur ability to retain, develop and recruit
appropriately skilled employees in the right
locations and to maintain motivation and
energy a5 our effarts to evalve our business
and imprave efficiency continue;

® The degree of contral and level of influence
in the joint ventures where Nokia is the
mincrity partner aor where Nokia does not
have direct management control; and

B Natural or man-made disasters, military
actions, labor unrest, civil unrest or health
crises impacting our service delivery or
production sites or the production sites
of our suppliers, which are geographically
concentrated,

116

Financial and taxes related
uncertainties

® Complex tax laws and rules as well as
diverse tax autharity practices and
interpretations,

u Qur ability to utilize our tax attributes and
deferred tax assets;

m Access to sources of funding on favorable
terms for at alll;

& Our ability to re-establish investment
grade rating or maintain our credit ratings;

® Exchange rate fluctuations impacting cur
net sales, costs and results of operations,
as well s the US dallar value of our
dividends and market price of our ADSs;

8 Pension and post-employment cost-related
risks and our ability to avoid or control costs
resulting from a need for increased funding;

and

® Recoverability of the carrying amount of our

goodwill which could result into significant
impairment charges.

Matters regarding ownership
of our shares

# The amount of dividend and/or repaymenit
of capital distributed to sharehaolders for
each financial period is uncertain;

m Volatility of the trading price of our shares
and ADSs, including as a result of factors
outside our contral; and

m Shareholders may be required to provide
detailed information to obtain
advantageous withholding tax treatment
for dividends.
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onificant

subsequent events

Changes in organizational
structure

On January 1, 2021, the Group adopted a new
operating model designed ta better position
the company for changing markets and align
with customer needs, The new cperating
model indudes four reportable segments
aligned with custormner buying behaviar: (i}
Mabile MNetworks, lil Metwork Infrastructure,
{iiil Cloud and Netwark Services and {ivl Mokia
Technologies. The new operating model is
optimized for better accountability and
transparency, increased simplicity and
improved cost-efficiency,

Bond redemption

In January 2021, Nokia exercised its issuer
call option to redeem 1.00% Senior Motes
due March 2021 for the full amount of
EUR 350 million. The redemption date

for the notes was February 15, 2021,

HOKIA M 2020

Debt restructuring request of
an emerging market customer

In February 2021, one of the Group's
emerging market customers commenced
negotiations to renegotiate its debt

with the aim of avoiding insclvency.

Although this event occurred after the
reporting period, it confirms that the
customer was credit-impaired as of December
31, 2020. As a result, the Group recognized an
increase in the allowance for expected credit
lozs for loans extended to the customer of
EUR 58 million infinancial expenses, The
Group also concluded that the collectability

of consideration dus fram the customer is no
longer probable resulting in adjustmentsin
net sales, cost of sales and other operating
expenses totaling EUR 34 million.
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ratios

Eamings per share (basic)

Weighted average number of shares outstanding
Earnings per share {diluted)

Adjusted weighted average number of shares

P/E ratio

Earnings per share (basic) far Continuing operatians
Payout ratio

Dividend per share
Earnings per share (basic) for Continuing operations

Dividend yield %
Closing share price as of Decernber 31

Sha rehnlders’equi‘ty per share

i 1 i I
Mumber of shares as of December 371 - number of treasury shares as of December 31
Market capitalization
{Number of shares as of December 3 1—number of treasury shares as of December 31}
x closing share price as of Dacember 37

Share turnover %
r r ri r
Average number of shares during the year
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Measures

Certain financial measures presentedin this Annual Report are not measures of financial performance, financial position or cash flows defined
in IFRS. As these measures are not defined in IFRS, they may not be directly comparable with financial measures used by other companies,
including those in the same industry. The primary rationale for presenting these measures is that the management uses these measures in
assessing the financial performance of the Group and believes that these measures provide meaningful supplemental information an the
underlying business performance of the Group. These financial measures should not be considerad infsolation from, or as a substitute for,
finandial information presented in compliance with IFRS.

Financial measure

Definition

Board review

Purpase

employed %

Return on shareholders'
equity %

Equity ratio %

Profit before tax + interest expense on interest-bearing
liabilities / Average capital and reserves attributable to
equity holders of the parent + average non-contrelling
interests + average interest-bearing liabilities

Return on capital employed indicates how efficiently
the Group uses its capital to generate profits.

Profit attrinutable to the equity holders of the parent /
Average capital and reserves attributable to equity
helders of the parent

Capital and reserves attributable to equity holcers of
the parent + non-controlling intarests / Total assets

Met debt to equity
lgearing %

Return on shareholders' equity indicates how efficiently
the Group uses the capital invested by its shareholders
to generate profits,

Equity ratic indicates the proportion of assets financed
by the capital provided by the equity halders of the
parent to total assets of the Group.

Interest-bearing liabilities - cashand current financial
investments / Capital and reserves attributable to the
equity holders of the parent + non-controlling interests

Net debt to equity ratio presents the relative proportion
of sharehalders” equity and interest-bearing liabilities
used to finance the Group's assets and indicates the
leverage of the Group's business.

Total cash and current
finandal investments
[total cash)

Met cash and current
finandal investments
{net cash}

Free cash flow

fapl'tal expenditure

Total cash and current financial imvestments consist
of cashand cash equivalents and current financial
imestments,

Met cash and current financial investments equals total
cash and current financial investments less long-term
and shart-term interest-bearing liabilities.

Met cash fram/{used in] operating activities - purchases
of property, plant and equipment and intangible assets
{capital expenditures) + proceads from sale of property,
plant and equipment and intangible assets - purchase
of non-current financial investments + proceeds from
sale of non-current financial investments,

‘Purchases of property, plant and equipment and

intangible assets (excluding assets acquired under
business combinations).

Total cash and current financial investments is used to
indicate funds available to the Group o run its current
and invest in future business activities as well as provide
return for security holders,

Met cash and current finandal irvestments is used
toindicate the Group's liguidity position after cash
required to settle the interest-bearing liahilities.

Free cash flow is the cash that the Group generates after
net investments to tangikle, intangible and non-current
financial investments and it represents the cash available
for distribution among its security holders, Itisa
measure of cash generation, warking capital efficdency

and capital discipline of the business.

Ca'pi'tai'exp'é'rial'ﬁj;é is used to describe investments
in profit generating activities in the future.

Met sales excluding
the impact of fareign
currency exchange rates

When net sales are reported excluding the impact of
foreign currency exchange rates, exchange rates used
to translate the amounts inlocal currencies to euro,
our reporting currency, are the average actual periodic
exchange rates for the comparative finandal period,
Therefare, the net sales excluding the impact of
foreign currency exchange rates exclude the impact

of changes inexchange rates during the current period
inCoMmparison to euro.

We provide infarmation on net sales excluding the
impact of foreign currency exchange rates in order to
better reflect the underlying business performance.

HOKIA M 2020
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Consolidated income statement

2020 2019 2018
For the year ended December 31 Motes EURm ELURm EURm
Net sales 57 21852 23315 22563
Cost of sales' 8 {13 659) {15051) {14 251}
Gross profit'" 8193 8 264 8312
Research and development expenses'” g 14 087) [4532) 147771
Selling, general and administrative expenses' 8 {2 898) (3219 {3 549}
Other operating income™ 10 150 237 267
Other aperating expenses’™ 8 10 (473) {2650 312)
Operating profit/{loss) 885 485 (59)
Share of results of zssociated companies and joint ventures 34 22 12 12
Financial income 11 156 165 85
Financial expenses 11 (3200 15086) {398)
Profit/{loss) befare tax 743 156 {360)
Income tax expense 12 13 256} {138) {189)
‘.'Luss].r'pmﬁt for the yearfrnm continu i-ll‘lg nperi.sfibns . 2513) 18 {549)
(Lossi/profit far the year fram discontinued operations & {31 {7 214
{Loss)/profit for the year {2 516) 11 (335)
Attributable to:
Equity holders of the parent [2 523) 7 {340)
Nen-cantralling interests 7 4 5
Earnings per share attributable to equity holders of the parent 13 EUR EUR EUR
Basic
Continuing operations {0.45) 0.00 10.10)
[Lossi/profit for the year {0.45) 0.00 {0.06)
Diluted
Continuing operations {0.45) 0.00 {0.10)
[Lossi/profit far the year {0.45) 0.00 10.08)

{11 In 2020, the Group reclassified certain itemns of income and expenses from other operating moome and expenses to the functions. The cmparative amounts for 2019 and 201 £ have been

recast accordngly. Refer to Note 2, Significant accounting policies.

The notes are an integral part of these consolidated financial statements.
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Consolidated statement of comprehensive income

Financial statements

2020 2019 2018
For the year ended Decernber 31 Hotes EURmM EURm EURm
{Loss)/profit for the year {2 516) 1 {335)
Other comprehensive income
Items that will not be reclassified to profit or loss
Remeasurements of defined benefit plans 624 414 388
Income tax related to items that will not be reclassified to profit or loss 11400 [95i 190]
Items that may be reclassified subsequently ta profit or loss
Translation differences {1232 260 401
Met investrent hedges 266 [58) 173]
Cash flow and other hedges 15 {2 {53]
Financial assets at fair value through other comprehensive income 47 8 {45]
Other increase, net 3 - 1
Income tax related to items that may be reclassified subsequently to profit or loss 25 11 33
Other comprehensive {loss)/income, net of tax 22 {392) 538 562
Total comprehensive {loss)/income for the year {2 908) 549 227
Attributable to:
Equity holders of the parent (2 914) 545 221
Nan-controlling interests [ &

The notes are anintegral part of these consolidated financial statements,
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Consolidated statement of financial position

2020 2019
As of December 31 Hotes EWURm EURm
ASSETS

Mon-current assets

Intangible assets 14,17 7027 7 956
Property, plant and equipment 1517 1783 1856
Right-of-use assets 16,17 805 912
Investments in associated companies and joint ventures 17, 34 233 165
Mon-current financial investments 24 745 740
Deferred tax assets 12 1822 5124
Other non-current financial assets 17,24, 36 306 445
Defined benefit pension assets 27 5038 4830
Other non-current assets 19 217 202
Total non-current assets 17 976 22 320
Current assets

Inventories 12 2242 2936
Trade receivables 24, 36 5 503 5025
Contract assets 7,36 1080 1489
Prepaid expenses and accrued income 19 850 a08
Current income tax assets 12 265 279
Other current financial assets 24,25, 36 214 164
Current financial investments 24, 36 1121 97
Cash and cash equivalents 24, 36 6840 5910
Total current assets 18 215 16 808
Total assets 36 191 39128
SHAREHOLDERS' EQUITY AND LIABILITIES

Capital and reserves attributable to equity holders of the parent

Share capital 20 246 24
Shire issue premium 443 427
Treasury shares {3521 {3520
Translation differences 21 {1 295} {372}
Fair value and other reserves 21 1910 1382
Reserve for invested unrestricted equity 15 656 15 607
Accumulated deficit e (0613
Total capital and reserves attributable to equity holders of the parent 12 465 15325
Men-contralling interests 80 76
Total equity 12 545 15 401
Mon-current liabilities

Long-term interest-bearing liabilities 23, 24,36 5015 3985
Long-term lease liabilities 23 i N
Deferred tax liabilities 12 260 390
Defined benefit pension and post-employment liakilities 27 4 046 4 343
Contract liabilities ¥ 566 915
Deferrad revenus and other long-term liabilities 24, 28 541 712
Provisions 29 736 556
Total non-current liabilities 11 885 11672
Current liabilities

Short-term interest-bearing liabilities 23,24, 36 561 292
Short-term lease liabilities 23 189 259
Other financial liahilities 24,25, 36 738 203
Current income tax liahilities 12 188 187
Trade payables 24, 36 3174 3786
Contract liabilities 7 2 394 2752
Accrued expenses, deferred revenue and other liabilities 28 3721 3323
Provisions 29 796 653
Total current liabilities 11761 12 055
Total liabilfties 23646 23727
Total shareholders' equity and liabilities 36 191 39128

The notes are an integral part of these consolidated financial statements,
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Consolidated statement of cash flows

Financial statements

2020 2019 2018

For the year ended December 31 Hotes EURm EURm [ELIRm
Cash flow from operating activities
[Lossifprofit for the year (2 516) 11 {335)
Adjustmenis, total chl 5267 2627 £ 0583
Change in net working capital™

{increasel/decrease in receivables 1418} 150 246

Decrease/lincreasel in inventories 553 285 {5440

Decrease in non-interest-hearing liabilities [845]) {2 232) {645)
Cash from aperations 2 047 850 815
Interest received 33 a7 62
Interest paid 16, 23 {35} 11} {159)
Income taxes paid, net {280} {5186 {364]
Met cash from operating activities 1759 390 360
Cash flow from investing activities
Purchase of property, plant and equipment and intangible assets 1479} {6590] {672]
Proceeds from sale of praperty, plant and equipment and intangible assets i[5 39 88
Acquisition of businesses, net of cash acquired {104} - {31)
Proceeds from disposal of businesses, net of disposed cash 11 19 {13)
Purchase of current financial investments {1154} [473) [2 104)
Proceeds from maturities and sale of current financial investments 123 997 2 197
Purchase of non-current financial investments {53} (180 {145)
Proceeds from sale of non-current financial investments 122 144 170
Other 10 " -
Met cash used in investing activities {1517) {167) {315)
Cash flow from financing activities
Proceeds from stock option exercises - - 1
[Purchase ofl/proceeds from sale of equity instruments of subsidiaries {1} {1} 1
Proceeds from long-term borrowings 23 1595 1039 139
Repayment of long-term borrowings 23 [246) {766 1291
[Repayment ofl/proceeds from short-term borrowings 23 {83} 40 2
Payment of principal portion of lease liabilities 16, 23 1234) [221) 2l
Dividends paid [148) (5701 {1 081)
Met cash from/{used in) financing activities 883 {479) {969)
Translation differences {95 95} {184)
Met increase/{decrease) in cash and cash equivalents 1030 {351) {1108)
Cash and cash equivalents as of January 1 5910 6267 7 369
Cash and cash equivalents as of December 31 6 940 5910 6261

{11 Met werking capital includes both short-terem and long-term items.

The itemns in the consolidated statement of cash flows do not directly correspond to the changes in the respective items in the
consclidated statement of financial position due to several reasons, principally due to the effects of foreign exchange differences
arising on consolidation and changes in the consalidation scope. The consolidated statement of cash flows combines cash flows

fram both the continuing and the discontinued operations. For details of cash flows from discantinued aperations, refer to Mote 6,

Discontinued operations.

The notes are an integral part of these consolidated financial statements.

HOKIA M 2020

125




Consolidated statement of changes in shareholders' equity

Resarve for attributable
Share Fair value inwested T equity Hon-
Share issue  Treasury Translation and other unrestricted Accumulated  halders of controlling Tatal

EURm Maotes capital  premium shares  differences  reserves aquity doficit  the parent  Intorests aquity
As af January 1, 2018 246 447 {1 480) {932} B4z 15 616 1 345 16 084 80 16164
Loss far the year (340} (340} 5 (335}
Other comprehensive income 21,22 341 221 (1} 561 1 562
Tatal camprehensive income

for the year - - - 341 221 - (341} 221 6 227
Share-based payments 68 68 &8
Excess tax benefit on share-based

payments & & &
Settlement of shara-basad

payments (85} 72 (11} [24} (24}
Cancellation of treasury sharas 1000 (1 000} - -
Stack aptions exercised 1 1 1
Dividends™ [1 063} {1 063} 5} [1 068}
acguisition of nan-cantralling

Intarasts (1} 1} 1 -
Other mavements 1} (2} (3} (3}
Total transactions with owners - 11 1072 {n - (10} {20e6) {1018 {4) (1020}
As of December 31, 2018 246 436 (408)] {592) 1063 15 606 (1062) 15289 82 15371
Adaptian of IFRS 16 i i i
As of January 1, 2019 246 436 (408) {592) 1063 15606 {1058) 15293 B2 15375
Prafit for the year 7 7 4 11
Other comprehensive income 21,22 220 319 (1} 538 538
Total comprehensive income

for the year = - = 220 319 = ] 545 & 549
Share-based payments 81 81 81
Excess tax benefit on share-based

payments (7 7} (7}
Settlement of share-based

paymeants EE 56 1 (26} {26}
Dividends™ {5601 (560} (104 (570}
Other movements (1} (1} (1}
Total transactions with owners - 9] 56 - - 1 (561} (513] (10] [523)
As of December 31, 2019 246 427 (352) {372) 1382 15 607 (1613) 15325 76 15 401
Lass far the year (25230 (2523} 7 (2 516}
Other comprehansive loss 21,22 1922} 528 3 (391} {1} (392}
Total comprehensive loss

for the year = = = [922) 528 = (2520} (2 914) & (2 908}
Share-basad bayments 76 76 76
Excess tax benefit on share-based

payments 2 i 2
Settlement of share-based

payments (62} 49 (13} (13}
Dividends™ - (5} (5}
Acquisition of nan-contralling

intarasts [10} [10) (10}
Investment in subsidiary by

nan-cantralling intarast - Z Z
Other mavements (1} (1} 1 -
Total transactions with owners - 16 - {1 - 49 (10) 54 2) 52
As of December 31, 2020 246 L43 (352) ({1295) 1910 15 656 (4143) 12 465 80 12 545

(1] The Grows didnot pay dividends to equity helders of the parent in 2020 [dvidends settled per shane EUR 0,10 in 2019 and BUR 0,19 in 2018l No dividend is proposed by the Board of
Directors of the Parent Company related to the financial year 20200

The notes are an integral part of these consolidated financial statements
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Notes to consolidated financial statements

1. Corporate information

Mokia Corporaticn, a public limited liability company incorporated
and domiciled in Helsinki, Finland, is the parent company (Parent
Company or Parent] for all its subsidiaries [Nokia ar the Group).
The Group is a global provider of mobile and fixed network
solutions combining hardware, software and services, as well as
licensing of intellectual property, including patents, technologies
and the Nokia brand. The Group’s operational headguarters are
located in Espog, Finland. The shares of Mokia Corporation are
listed on the Nasdag Helsinki Stock Exchange, the New York Stock
Exchange and the Euronext Paris Stock Exchange.

On March 4, 2021, the Board of Directors authorized the financial
statements far the year ended December 31, 2020, for issuance

and filing.

2. Significant accounting policies

Basis of presentation and statement of compliance

The consolidated financial statements are prepared in accordance
with International Financial Reporting Standards {IFRS]) as issued
by the International Accounting Standards Board (1ASB) and as
adopted by the European Union [EU). The consolidated financial
statements are presented in millions of euros (EURmM), except

as atherwise noted, and are prepared under the historical cost
canvention, except as disclosed in the accounting palicies below.
The notes to the consolidated financial statements also confarm
to the Finnish accounting legislation,

In 2020, the Group reviewed the presentation of income and
expenses related to its restructuring plans, pension plan
curtailments and amendments as well as certain asset
impairments. As a result, the Group reclassified the restructuring
and associated charges, pension curtailment and plan amendment
income and expenses as well as certain impairment charges that
were previously presented in ather operating income and expenses
to the functional line items to enhance the relevance of information
provided in the Group's consolidated income statement.

The comparative amounts far 2019 and 2018 have been
reclassified accordingly. Related to 2019, as a result of
reclassification, the Group's cost of sales increased by

EUR &2 million, research and development expenses increased
by EUR 121 million, selling, general and administrative expenses
increased by EUR 118 million, other operating income decreased
by EUR 187 million and other cperating expenses decreased by
EUR 488 million compared to the previously reported amounts.
Related to 2018, the Group's cost of sales increased by

EUR 134 million, research and development expenses increased
by EUR 157 million, selling, general and administrative expenses
increased by EUR 86 million, other operating income decreased
by EUR 23 million and other operating expenses decreased by
EUR 430 million compared to the previously reported amounts.
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Other information

This paragraph is included in connection with statutory reporting
requirements in Germany. The fully consolidated German
subsidiary, Mokia Solutions and Networks GmbH & Co_ KG,
registered in the commercial register of Munich under HRA 88537,
has made use of the exemption available under § 264b and § 291
of the German Commercial Code (HGBI.

Principles of consolidation

The consolidated financial statements comprise the financial
statements af the Parent Company, and each of those companies
over which it exercises control. Cantral aver an entity exists when
the Group is exposed, or has rights, to variable returns from its
invalvernent with the entity and has the ahility to affect those
returns through its power over the entity, When the Group has less
than a majority of voting or similar rights in an entity, the Group
considers all relevant facts and circumstances in assessing whether
it has power over an entity, induding the contractual arrangements,
and voting rights and potential voting rights. The Group reassesses
whether ar not it contrals an entity if facts and circumstances
indicate that there are changes to the elements of control,

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control over the subsidiary. Assets, lisbilities, income and expenses
of a subsidiary acquired or disposed of during the year are included
in the consaolidated financial statements from the date the Group
gains contrel until the date the Group ceases to contrel the
subsidiary. A change in the ownership interest of a subsidiary,
without a loss of control, is accounted for as an equity transaction.
If the Group loses control in a subsidiary, the related assets,
liakilities, non-cantrolling interest and other companents of

equity are derecognized with any gain or loss recognized in the
consalidated income statement, Any investment retained in the
farmer subsidiary is measured at fair value.

All intercompany transactions are eliminated as part of the
consolidation process. Mon-controlling interests are presented
separately as a component of net profit or loss and are shown as a
component of shareholders’ equity in the consolidated statement
of financial position.

Business combinations

Business combinations are accounted for using the acguisition
methad. The consideration transferred in a business combination
is measured as the aggregate of the fair values of the assets
transferred, liabilities incurred towards the former awners of

the acquired entity or business and equity instruments issued.
Acquisition-related costs are recognized as expensesin the
consolidated income statement in the pericd in which the costs are
incurred and the related services are received with the exception
of costs directly attributable to the issuance of equity instruments
that are accounted for as a deduction from equity.

Identifiable assets acquired and liabilities assurmed are measured
at the acquisition date fair values. The Group elects whether to
measure the non-controlling interests in the acquiree at fair value
or at the proportionate share of the acquiree's identifiable net
assets on a business combination by business combination basis.
The excess of the aggregate of the consideration transferred and
the amount recognized for non-controlling interests over the
acquisition date fair values of the identifiable net assets acquired
is recorded as goodwill.
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Notes to consolidated financial statements continued

Investment in associates and joint ventures

An aszociate is an entity over which the Group exercises significant
influence. Significant influence is the power to participate in the
financizl and aperating policy decisians of the entity, but is not
control or joint control over those policies.

A joint venture is a type of joint arrangement whereby the parties
that have joint control of the arrangement have rights to the

net assets of the arrangement. Joint control is the contractually
agreed sharing of control of an arrangement, which exists only
when decisions about relevant activities require the unanimous
consent of the parties sharing contral.

The Group's investments in associates and joint ventures are
accounted for uging the equity method. Under the equity method,
the investment in an associate or joint venture is initially
recognized at cost. The carrying amount of the investment is
adjusted to recognize changes in the Group's share of net assets
of the associate or joint venture since the acquisition date.

The Group's share of profits and losses of associates and joint
ventures is included in the consolidated income statement outside
operating profit or loss, Any change in other comprehensive
income of associates and joint ventures is presented as part

of the Group's other comprehensive income.

After application of the equity method, as of each reporting date,
the Group determines whether there is objective evidence that the
investment in an associata or joint venture is impaired. If there is
such evidence, the Group recognizes an impairment loss that is
calculated as the difference between the recoverable amount of
the associate or joint venture and its carrying value, The impairment
loss is presentad within "share of results of associated companies
and joint ventures' in the consolidated income statement.

MNon-current assets {or disposal groups) held for sale and
discontinued operations

Mon-current assets or disposal groups are classified as assets
held for sale if their carrying amounts will be recovered principally
through a sale transaction rather than through continuing use.
For this to be the case, the asset, or the disposal group, must be
available for immediate sale in its present condition subject only
to terms that are usual and customary for sales of such assets

or disposal groups, and the sale must be highly probable, These
assets, or in the case of disposal groups, assets and liabilities, are
presented separately in the consolidated statement of financial
position and measured at the lower of the carrying amount and
fair value less costs to sell. Mon-current assets classified as held
for sale, or included in & disposal group classified as held for sale,
are not depreciated or amaortized.

Discontinued aperations are reported when a component of the
Group, comprising operations and cash flows that can be clearly
distinguished both operationally and far financial reporting
purposes from the rest of the Group, is classified as held for sale
or has been disposed of, or the compoenent represents a major line
of business or gecgraphical area of operations, or is apart of a
single coordinated plan to dispose of a separate major line of
business ar geographical area of operations. Profit or loss from
discontinued operations is reported separately from income and
expenses from continuing operations in the consaolidated income
statement, with prior periods presented on a comparative basis,
Cash flows for discontinued operations are presented separately
in the notes to the consolidated finandial statements. Intra-group
revenues and expenses between continuing and discontinued
operations are eliminated.
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Revenue recognition

The Group accounts for a contract with a customer when the
contract has been approved in writing, which is generally when both
parties are committed to perform their respective obligations, the
rights, including payment terms, regarding the goods and services
ta be transferred can be identified, the contract has commercial
substance, and collection of the consideration to which the Group
expects to be entitled is probable. Management considers only
legally enforceable rights in evaluating the accounting far contracts
with customers. As such, frame agreements that do not create
legally enforceable rights and obligations are accounted for based
on the issuance of subsequent legally binding purchase orders
under the frame agresments.

A contract modification or 2 purchase order is accounted far

as a separate contract if the scape of the contract increases

by additional distinct goads or services, and the price of the
contract increases by an amount that reflects the standalone
selling price of those additional goods or services. In case

the additional goods or services are distinct but not sold at a
standalone selling price, the contract modification is accounted
for prospectively. In cases where the additional poods or services
are not distinct, the modification is accounted for through a
cumulative catch-up adjustment.

The Group recognizes revenue from contracts with customers to
reflect the transfer of promised goods and services to customers
for amounts that reflect the consideration to which the Group
expects to be entitled in exchange for those goods and services,
The consideration may include a variable amount, which the Grougp
estimates based on the mast likely amount. Items causing
variahility include volume discounts and sales-based or usage-
based royalties. The Group includes variable consideration into
the transaction price only toa the extent that it is highly probable
that a significant revenue reversal will not oceur. The transaction
price also excludes amounts collected on behalf of third parties.

The Group's payment terms are 100 days on average. Invoices
are generally issued as cantrol transfers and/or as services are
renderad. When this is not the cass, the Group recognizes a
contract asset or liability depending on the timing of payment
versus transfer of control. In case the timing of payments provides
either the customer or the Group with a significant benefit of
financing, the transaction price is adjusted for the effect of
financing and the related interest revenue or interest expense is
presented separately from revenue, As a practical expedient, the
Group does not account for financing components if, at contract
inception, the consideration is expected to be received within one
year before or after the poods ar services have been transferred
to the customer.

The Group enters into contracts with customers consisting of
any combination of hardware, services and intellectual property.
The associated revenue recognized for such contracts depends
on the nature of the underlying goods and services provided.

The promised goods ar services in the contract might include sale
of goods, license of intellectual property and grant of options

to purchase additional goods or services that may provide the
customer with a material right. The Group conducts an assessment
at contract inception to determine which promised goods and
services in a customer contract are distinct and accordingly
identified as performance obligations. The Group considers that
goods and services are distinct if the customer can benefit from
the good or service either an its own or together with other
resources readily available, and if the Group's promise to transfer
the good or service is separately identifiable from other promises
in the cantract.
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The Group allocates the transaction price to each distinet
performance cbligation an the basis of their standalone selling
prices, relative to the overall transaction price. If a standalone
selling price is not observable, itis estimated. The transaction
price may include a discount or a variable amount of consideration
that is generally allocated proportionately to all performance
obligations in the contract unless the Group has observable
evidence that the entire discount relates to only one or more,

but not all, performance obligations in a contract.

Revenue is recognized when, or as, the Group satisfies a
perfarmance obligation by transferring a promised goad or service
to a customer, which is when the customer obtains control of that
good or service, The amount of revenue recognized is the amount
allocated to the satisfied performance obligation based on the
relative standalone selling prices. A performance obligation may
be satisfied at a pointin time or over time.

Hardware and software sold by the Group includes warranty, which
can either be assurance-type for repair of defects and recognized
as a centralized warranty provision frefer to Mote 29, Provisions),
or service-type for scope beyond the repair of defects or for a
time period beyond the standard assurance-type warranty period
and considered a separate performance obligation within the
cantext of the contract. Revenue is allocated to each performance
obligation based on its standalone selling price in relation to the
overall transaction price. The standalone selling price of each
perfarmance chligation is determined by considering factors such
as the price of the performance obligation if sold on a standalone
basis and the expected cost of the performance obligation plus a
reasonable margin when price referances are not available. The
portion of the transaction price allocated to each performance
obligation is then recognized when the revenue recognition
criteria for that performance obligation have been met.

The Group presents its customer contracts in the consolidated
staterment of financial position as either a contract asset or a
cantract liability, depending on the relationship between the
Group's perfarmance and the customer's payment for each
individual contract. On a net basis, a contract asset position
represents where the Group has perfarmed by transferring goods
or services to a customer before the customer has provided the
associated consideration ar befare payment is due. Conversely,

a cantract liability position represents where a customer has paid
consideration or payment is due, but the Group has not yet
transferred goods or services to the customer. Contract assets
presented in the consolidated statement of financial position are
current in nature while contract liabilities can be either current or
nan-current. Invoiced receivables represent unconditional rights
to payment and are presented separately as trade receivables

in the consolidated statement of financial position,
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Sale of products

The Group manufactures and sells a range of networking
equipment, covering the requirements of network operatars.
Revenue for these products is recognized when control of the
products has transferred, the determination of which may require
judgment. Typically, for standard equipment sales, contral
transfers upon delivery. For more complex solutions, cantrol
generally transfers upon acceptance.

In some arrangements, mainly within the submarine cable business,
performance does not create an asset with an alternative use

and the Group recognizes revenue over time using the output
method, which faithfully depicts the manner in which the asset is
transferred to the customer as well as the Group's enforceable
rights ta payment for the wark completed to date. The output
measure selected by the Group may vary from each contract
depending on the nature of the contract.

Sale of services

The Group provides services related to the provision of netwarking
equipment, ranging from managing a customer's network and
product maintenance services to network installation, integration
and optimizaticn. Revenue for each separate service performance
obligation is recognized as or when the customer obtains the
benefits of the Group's perfarmance. Service revenue is
recognized over time for managed and maintenance services,

as in these cases the Group perfarms throughout a fixed contract
term and the customer simultaneously receives and consumes
the benefits as the Group performs. In some cases, the Group
performs services that are subject to customer acceptance where
revenue s recognized when the customer acceptance is received.

Sale of intellectual property licenses

The Group provides its customers with licenses to intellectual
property {IP) owned by the Group by granting software licenses
and rights to benefit fram the Group’s IP in their products. When
a software license is sold, revenue is recognized upon delivery or
acceptance of the software, as the Group has determined that
each software release is distinet and the license iz granted

for software as it exists at the point of transfer of control to

the customer.

When the Group grants customers a license to use IP owned by
the Group, the associated license fee revenue is recognized in
accordance with the substance of the relevant agreements. In the
majority of cases, the Group retains abligations to continue to
develop and make available to the customer the latest IP in the
licensed assets during the contract term, and therefore revenue
is recognized pro rata over the period during which the Group is
expected to perform. Recognition of the revanue as pro rata over
the term of the license is cansidered the most faithful depiction
of the Group's satisfaction of the performance obligation as the
IP being licensed towards the customer includes new inventions
patented by the Group that are highly interdependent and
interrelated and created through the course of continuous
research and developrment [R&D) effarts that are relatively

stable throughout the year. In some contracts, the Group hasno
remaining obligations to perform after granting a license to the
initial IP, and licensing fees are non-refundable. In these cases,
revenue is recognized at the beginning of the license term,

129




Notes to consolidated financial statements continued

Govermnment grants

Government grants are recognized when there is reasonable
assurance that the Group will comply with the conditions attached
to themn and the grants will be received. Government grants
received as compensation for expenses or losses incurred are
recognized in the consolidated incomne statement as a deduction
against the related expenses. Government grants related to assets
are presented in the consolidated statement of financial position
as deferred income and recognized as income over the same
neriod the asset is depreciated or amaortized.

Government grants received in the form of R&D tax credits are
recagnized as a deduction against RAD expenses if the amount of
the tax credit is linked to the amount of RED expenditures incurred
by the Group and the tax credit is a fully collectinle asset that will
be paid in cash by the government in case the Group is not able

to affset it against its income tax payable. RED tax credits that do
not meet both conditions are recognized as income tax benefit,

Employee benefits

Pensions and other post-employment benefits

The Group companies have various post-employment plans in
accordance with the local conditions and practices in the countries
in which they operate. The plans are generally funded through
payments to insurance companies or contributions to trustee-
administered funds as determined by periodic actuarial calculations.

In a defined contribution plan, the Group's legal ar constructive
obligation is limited to the amount that it agrees to contribute
ta the fund. The Group's contributians to defined contribution
plans, multi-employer and insured plans are recognized in the
consolidated income statement in the period to which the
contributions relate. If a pension plan is funded through an
insurance contract where the Group does not retain any legal
or canstructive obligations, the plan is treated as a defined
contribution plan. All arrangements that do not fulfill these
conditions are considered defined benefit plans.

For defined benefit plans, including pension and post-employment
healthcare and life insurance, costs are assessed using the
projected unit credit method: the cost is recognized in the
consolidated income statement so as to spread the benefit over
the service lives of emplaoyees. The defined benefit obligation

is measured as the present value of the estimated future cash
outflows using interest rates on high-quality corporate bonds

or government bonds with maturities that most closely match
expected payouts of benefits. The liability or asset recognized in
the consolidated statement of financial position is the present
value of the defined benefit obligation as of the reporting date less
the fair value of plan assets including effects of any asset ceiling.

Service cost related to employees’ service in the current period

as well as past service cost resulting from plan amendments,
curtailments, and gains and losses an settlements are all presented
within cost of sales, research and development expenses or selling,
general and administrative expenses in the consolidated income
statement. Past service costs are recognized immediately in the
consolidated income statement when the plan amendment,
curtailment or settlement occurs, Met interest, consisting of
interest calculated by applying a discount rate to the net defined
benefit liability or asset and the effect of asset ceiling, as well

as pension plan administration costs not taken into account in
determining the return on plan assets, are presented within
financial income and expenses in the consolidated income
statement. Remeasurements, comprising actuarial gains and
losses, the effect of the asset ceiling and the return on plan assets,
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excluding amounts recognized in net interest, are recognized
immediately in the consolidated statement of financial position
with a corresponding dehit or credit to pension remeasurements
reserve within shareholders’ equity through other comprehensive
incormea in the period in which they occur. Remeasurements are
not reclassified to profit or loss in subsequent periods.

Actuarial valuations for the Group's defined benefit post-
employment plans are performed annually or when a material
plan amendment, curtailment or settlement accurs.

Termination benefits

Termination benefits are payable when employment is terminated
before the normal ratirement date, or whenever an employee
accepts voluntary redundancy in exchange for these benefits.

The Group recognizes termination benefits when it is demonstrably
committed to either terminating the employment of current
employees according to a detailed farmal plan without possibility
of withdrawal, or providing termination benefits as a result of an
offer made to encourage voluntary redundancy. These benefits
are recorced as termination benefits as a companent of the
restructuring provision. Local laws may provide employees with
the right to benefits from the employer upon termination whether
the termination is voluntary or involuntary. For these specific
benefits, the difference between the value of the higher benefit
for involuntary termination and the lower benefit for voluntary
termination is treated as a termination benefit and the portion

of the benefit that the Group would be required to pay to the
employee in the case of voluntary termination is treated as

a contractual or legal obligation determined by local law and
accounted for as a defined benefit arrangement as described

in the pensions section above.

Share-based payments

The Group offers three types of global equity-settled share-based
compensation plans for employees: performance shares, restricted
shares and the employee share purchase plan.

Employee services received and the corresponding increase in
equity are measured by refarence to the fair value of the equity
instruments as of the grant date, excluding the impact of any non-
market vesting conditions. Non-market vesting conditions attached
to the performance shares are included in assumptions about the
number of shares that the employee will ultimately receive. The
Group reviews the assumptions made on a regular basis and, where
necessary, revises its estimates of the number of performance
shares that are expected to be settled. Plans that apply tranched
vesting are accounted for under the graded vesting modal.
Share-based compensation is recognized as an expense in the
consclidated income statement over the relevant service periods.

Income taxes

The incame tax expense camprises current tax and deferred tax.
Tax is recognized in the consolidated income statement except

to the extent that it relates to items recognized inother
comprehensive income, or directly in equity; then the related tax is
recognized in other comprehensive income or equity, respectively.

Current taxes are based an the results of Group companies and are
calculated using the local tax laws and tax rates that are enacted

or substantively enacted as of each reporting date. Corporate
taxes withheld at the source of the income on behalf of Group
companies are accounted for in incaome taxes where determined

to represent a tax on net income,
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Deferred tax assets and liabilities are determined using the balance
sheet liability method for all temparary differences arising between
the tax bases of assets and liabilities and their carrying amounts

in the consolidated financial statemants, Deferred tax assets ara
recognized to the extent it is probable that future taxable profit
will be available against which the unused tax losses, unused tax
credits and deductible temporary differences can be utilized in

the relevant jurisdictions. Defarred tax assets are assessed for
realizahility as of each reporting date. When circumstances indicate
itis no longer probable that deferred tax assets will be utilized,
adjustments are made as necessary. Deferred tax liabilities are
recognized for taxable temporary differences, and for temporary
differences that arise between the fair value and the tax base of
identifiable net assets acquired in business combinations.

Deferred tax assets and deferred tax liahilities are offset for
presentation purposes when there is 3 legally enforceable right
to set off current tax assets against current tax liabilities, and the
deferred tax assets and deferred tax liabilities relate to income
taxes levied by the same taxation authority an gither the same
taxable entity or different taxable entities, which intend either to
settle current tax liahilities and assets on a net basis, or to realize
the aszets and settle the liabilities simultaneously in each future
period in which significant amounts of deferred tax liabilities ar
deferred tax assets are expected to he settled or recovered,

Deferred tax liabilities are not recognized if they arise from the
initial recognition of goodwill. Deferred tax liabilities are provided
on taxable temporary differences arising from investmentsin
subsidiaries, associates and joint arrangements, except for
deferred tax liability where the timing of the reversal of the
termparary differenceis controlled by the Group, and it is
probable that the tempaorary difference will not reverse in

the fareseeahle future.

The enacted or substantively enacted tax rates as of each
reparting date that are expected to apply in the period when
the asset is realized or the liakility is settled are used in the
measurement of deferred tax assets and deferred tax liabilities.
Deferred tax assets and liabilities are not discounted.

The Group periodically evaluates positions taken in tax returns with
respect to situations in which applicable tax regulation is subject to
interpretation. It adjusts the amounts of current and deferred tax
assets and liabilities recorded, where it is considered probable,

i.e more likely than not, that cartain tax positions may not be fully
sustained upon review by tax authorities. The amounts recorded
are based on the most likely amount ar the expected value,
depending on which method the Group expects to better predict
the resolution of the uncertainty, as of each reporting date.
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Foreign currency translation

Functional and presentation currency

The financial statements of all Group companies are measured
using functional currency, which is the currency of the primary
economic environment in which the entity operates. The
consalidated financial statements are presented in eurg, the
functional and presentation currency of the Parent Company.

Transactions in foreign currencies

Transactions in foreign currencies are recorded at exchange
rates prevailing as of the dates of the individual transactions.
Far practical reasons, a rate that approximates the actual rate
as of the date of the transaction is often used. Monetary assets
and liabilities denominated in foreign currency are valued at the
exchange rates prevailing at the end of the reporting period.
Fareign exchange gains and losses arising from manetary assets
and liabilities as well as fair value changes of related hedging
instruments are recognized in financial income and expenses in
the consolidated income statement. Unrealized foreign exchange
gains and losses related ta non-manetary nan-current financial
investments are included in the fair value measurement of
these investments and recagnized in other operating income
and expenses in the consalidated income statement.

Foreign Group companies

On consclidation, the assets and liabilities of foreign operations
whose functional currency is other than eurc are translated into
euro at the exchange rates prevailing at the end of the reporting
period. The income and expenses of these foreign operations

are translated into euro at the average exchange rates for the
reporting period. The exchange differences arising from translation
for consalidation are recognized as translation differences in the
consalidated statement of comprehensive income. On disposal

of a fareign operation the cumulative amount of translation
differences relating to that disposal is reclassified to profit or loss.

Intangible assets

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in

a business combination is their fair value as of the date of
acquisition. Internally generated intangibles, except for
development costs that may be capitalized, are expensed as
incurred, Development costs are capitalized only if the Group has
the technical feasibility to complete the asset; has an ahility and
intention to use or sell the asset; can demonstrate that the asset
will generate future economic benefits; has resources availakle
to complete the asset; and has the ability to measure reliably

the expenditure during development.

The useful life of the Group's intangible assets, other than
goodwill, is finite. Following initial recognition, finite intangible
assets are carried at cost less accumulated amortization and
accumulated impairment losses. Intangible assets are amortized
aver their useful lives, generally three to ten years, using the
straight-line method, which is considered to best reflect the
pattern in which the asset's future ecanomic benefits are expected
to be consumed. Depending an the nature of the intangble asset,
the amartization charges are presented within cost of sales,
research and development expenses or selling, general and
administrative expenses in the consolidated income statement,




Notes to consolidated financial statements continued

Property, plant and equipment

Froperty, plant and equipment are stated at cost less accumulated
depreciation and accumulated impairment losses. Depreciation is
recorded an a straight-line basis over the expected useful lives of
the assets as follows:

Buildings and constructions

Buildings and constructions 20-33 years
Light buildings and constructions 3-20 years
Machinery and equipment
Production machinery, measuring and test

agquipment 1-5 years
Other machinery and equipment 3-10 years

Land and water areas are not depreciated.

Maintenance, repairs and renewals are generally expensed in the
period in which they are incurred. However, major renovations are
capitalized and included in the carrying amount of the asset when
it is probable that future economic benefits in excess of the
originally assessed standard of perfarmance of the existing asset
will flow to the Group. Major renovations are depreciated over the
remaining useful life of the related asset. Leasehold improvements
are depreciated over the shorter of the lease term and the useful
life. Gains and losses on the disposal of property, plant and
equipment are included in other operating income or expenses.

Leases

On January 1, 2019, the Group adopted IFRS 16, Leases, which
provides a single lessee accounting madel, reguiring lesseas to
recognize right-of-use assets and lease liabilities for all leases in
the consclidated statement of financial position. The right-of -use
asset represents the lessee's right to use the underlying leased
asset while the lease liability represents the lessee's obligation

to make lease payments.

The Group assesses at contract inception whether a contract is,
or contains, a lease. That is, the Group assesses whether the
contract conveys the right to contral the use of an identified
asset for a period of ime in exchange for consideration. At the
commencement date of the lease, the Group recognizes a right-
of-use asset and a lease liability for all leazes with a lease term
exceeding 12 months. The commencement date is the date when
the lessor makes the underlying leased asset available for use by
the Group.

The Group applies a practical expedient whereby leases for which
the lease term is 12 months or less at the lease commencement
date {short-term leases) are not recognized in its consolidated
statement of financial pasition. Instead, the Group recognizes the
lease payments associated with short-term leases as an operating
expense on a straight-line basis over the lease term. In addition,
as a practical expedient, the Group does not separate certain non-
lease components from lease components but instead accounts
far each lease component and associated specified non-lease
component as a single lease companent. Non-lease components
such as payments for maintenance and services made in
conjunction with the leased asset are included in the lease liability
whenever these payments are fixed and defined in the leasa
contract. Other payments for non-lease components that are
variable based on consumption, as an example property taxes,
insurance payments and variable property service costs, are
recognized as an expense when incurred.
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The majority of the Group's leased assets relate to commercial

and industrial properties such as R&D facilities, production facilities
and office buildings. The Group also leases vehicles provided as
employee benefits and service vehicles,

Right-of-use assets are measured at cost less accumulated
depreciation and impairment losses, and adjusted for any
remeasurements of the lease liabilities. The cost of right-of-use
assets includes the amount of lease liabilities recognized, initial
direct costs incurred, and lease payments made at or before the
commencement date less any lease incentives recaived, Right-of-
use assets are depreciated on a straight-line basis over the lease
term as follows:

Buildings
Other

3-10years
3-5 years

Lease liahilities are measured at the present value of lease
payments to be made over the lease term. The Group determines
the lease term as the non-cancellable term of the lease, together
with any periods covered by an option to extend the lzaseifitis
reasonably certain to be exercised, as well as any periods covered
by an option to terminate the lease if it is reasonably certain not
to be exercised, The lease payments include fixed lease payments
and certain fixed non-lease companents less any lease incentives
receivable, variahle lease payments that depend on anindex or a
rate, and appropriate termination fees whenever the lease term
has been determined based on the expectation that the Group
will exercise its option ta terminate. The Group does not generally
enter into lease contracts with variable lease payments linked to
future performance or use of an underlying asset.

After the commencement date, the amount of lease liabilities is
measured on an amaortized cost basis using the effective intarest
method where the lease liabilities increase related to the accretion
of interest and decrease for lease payments made. In addition, the
carrying amounts for the right-of-use asset and lease liability are
remeasured if there is a modification, a change in the lease term
or a change in the future lease payments resulting from a change
in an index or rate used to determine such lease payments.

The interest component of the lease payments is recognized

as interest expense within financial income and expenses.

The Group uses its incremental borrowing rate to calculate the
present value of lease payments as the interest rate implicit

in the lease is not readily determinable. The Group estimates its
incremental borrowing rate quarterly based on the rate of interest
that the Group would pay ta barrow over the lease termwith a
similar security to obtain an asset of a similar value to the leased
asset in a similar economic environment. The Group measures all
leases at amortized cost based on the appropriate discount rate
available in the quarter when lease commencement accurred.
Where a lease contract maodification or reassessment of the lease
liability resulting from a change in the lease term occurs, the Group
remeasuras the present value of the lease liability based on the
appropriate discount rate available in the quarter when the
reassessment or modification occurs.
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The Group acts primarily as a lesses in its leasing transactions.
However, the Group will enter into contracts to sublease vacant
leasehold or freehold properties for sublease terms up to 10 years
to offset or mitigate the unavoidable costs associated with those
properties. In these cases, the Graup classifies each sublease

as a finance lease whenever the sublease contract transfers
substantially all the risks and rewards incidental to ownership to
the subtenant. All other subleases are dassified as operating leases.

Included within other financial assets in its consolidated statement
of financial pesition, the Group recognizes a net investment asset
far all finance subleases based an the present value of future
sublease payments at the sublease commencement date. After the
commencameant date, the net investment asset is measured on an
amartized cost basis using the effective interest method where
the net investment asset increases related to the aceretion of
interest income and decreases for sublease payments received,
Sublease payments received from operating subleases is
recognized as other operating income on a straight-line basis

over the lease term.

Impairment of goodwill, other intangible assets, property,

plant and equipment and right-of-use assets

The Group assesses the recoverability of the carrying value of
goodwill, other intangible assets, property, plant and equipment
and right-of-use assets if events or changes in circumstances
indicate that the carrying value may be impaired. In addition, the
Group tests the carrying value of gocdwill for impairment annually
even if there is no indication of impairment.

Factors that the Group considers when il reviews indications aof
impairment include, but are not limited to, underperformance

of the asset relative to its historical or projected future results,
significant changes in the manner of using the asset or the
strategy for the overall business, and significant negative industry
or economic trends,

Goodwill is allocated to the cash-generating units or groups of
cash-generating units that are expected to benefit from the
synergies of the related business combination and that reflect
the lowest level at which goodwill is manitared for internal
management purposes. A cash-generating unit, as determined for
the purposes of the Group's goodwill impairment testing, is the
smallest group of assets generating cash inflows that are largely
independent of the cash inflows from other assets or groups of
assets. The carrying value of a cash-generating unit includes its
share af relevant corporate assets allocated to it on a reasonable
and consistent basis. When the composition of one or more groups
of cash-generating units to which goodwill has been allocated is
changed, the goodwill is reallocated based on the relative fair
value of the affected groups of cash-generating units.

The Group conducts its impairment testing by determining the
recoverable amount for an asset, a cash-generating unit or groups
of cash-generating units. The recoverable amount of an asset,

a cash-generating unit or groups of cash-generating units is the
higher of its fair value less costs of disposal and its value-in-use.
The recoverable amaount is compared to the asset’s, cash-
generating unit's or groups of cash-generating units' carrying
value. If the recoverable amount for the asset, cash-generating
unit or groups of cash-generating units is less than its carrying
value, the asset is considered impaired and is written down to its
recoverable amount, Impairment losses are presented in cost of
sales, research and development expenses or selling, general and
administrative expenses in the consolidated income statement,
except for impairment losses on goodwill, which are presented

in other operating expenses.
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Inventories

Inventories are stated at the lower of cost and net realizable value.
Cost is determined using standard cost, which approximates actual
cost an a first-in first-out [FIFO) basis. Net realizable value is the
amount that can be realized from the sale of the inventory in the
normal course of business after allowing for the costs of realization.
In addition to the cost of materials and direct labor, an appropriate
proportion of production overhead is included in the cost of
inventory. An allowance is recorded for excess inventary and
obsolescence based on the lower of cost and net realizable value.

The Group classifies its inventories to raw materials and semi-
finished goods, finished goods, and contract waork in progress.
Raw materials and semi-finished goods include purchased
materials, components and supplies to be used in production.
Finished goods include goods manufactured by the Group ar by
subcantractors that are ready for sale and goods purchased for
resale, Contract work in progress includes costs incurred to date
for customer cantracts where the contractual perfarmance
obligations are not yet satisfied. Contract work in progress

will be recognized a5 cost of sales when control of the related
performance obligation is transferred to the customer.

Fair value measurement of financial instruments

A number of financial instruments are measured at fair value as of
each reporting date after initial recognition. Fair value is the price
that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the
measurement date. The fair value of an asset or a liability is
measured using the assumptians that market participants would
use when pricing the asset or liability, assuming that market
participants act in their economic best interest, by using quoted
market rates, discounted cash flow analyses and other appropriate
valuation models. The Group uses valuation technigues that are
appropriate in the circumstances and for which sufficient data is
available to measure fair value, maximizing the use of relevant
observable inputs and minimizing the use of unabservable inputs,
All financial assets and liabilities for which fair values are being
measured or disclosed in the consolidated financial statements
are categorized within the fair value hierarchy, described as
follows, based on the lowest level input that is significant to the
fair value measurement as a whaole:

Level 1—Quoted (unadjusted) market prices for exchange-traded
products in active markets for identical assets or liabilities;

Level 2—Valuation techniques for which significant inputs other
than guoted prices are directly or indirectly observable; and

Level 3—Valuation techniques for which significant inputs are
unobservable.

The Group categorizes assets and liabilities that are measured
at fair value on a recurring basis into an appropriate level of
the fair value hierarchy at the end of each reporting period,

Classification and measurement of financial assets

The Group has classified its financial assets that are debt
instruments in the following three categories: financial assets
measurad at amartized cast, financial assets measured at fair
value thraugh other comprehensive income, and financial assets
measured at fair value through profit and loss. The Group has
classified its financial assets that are equity instruments to
financial assets measured at fair value through profit and loss.
The selection of the appropriate category is made based on both
the Group's business model for managing the financial asset
and an the contractual cash flow characteristics of the asset.
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The Group's business maodel for managing financial assets is
defined on a portfolio level. The business model must be
ohbservable on a practical level by the way the husiness is managed.
The cash flows of financial assets measured at amortized cost are
salely payments of principal and interest. These assets are held
within a business moedel that has an objective to hold assets to
collect cantractual cazh flows, Financial assets measured at fair
value through other comprehensive income have cash flows that
are solely payments of principal and interest and these assels

are held within a business model that has an objective that is
achieved both by holding financial assets to collect contractual
cash flows and selling financial assets. Financial assets measured
at fair value through profit and loss are assets that do not fall in
either of these two categories. In addition to the classification as
described above, the accounting for financial assets isimpacted if
the financial asset is part of a hadging relationship (see below the
section on Hedge accounting).

All purchases and sales of financial assets are recorded on the
trade date, that is, when the Group commits to purchase or sell
the asset. A financial asset is derecognized when substantially
all the risks and rewards related to the financial asset have
been transferred to a third party that assumes control of the
financial asset.

Mon-current financial investments

Mon-current financial investments include investments in unlisted
private equity shares and unlisted venture funds. These equity
and debt investments are classified as fair value through profit
and loss and are initially recegnized and subsequently remeasured
at fair value.

Fair value is estimated using a number of methods, including, but
not limited to: quoted market rates; the current market value of
similar instruments; prices established from a recent arm's-length
financing transaction of target companies; and analysis of market
prospects and operating performance of target companies,
taking into consideration public market comparable companies

in similar industry sectors, The Group uses judgment in selecting
the approgpriate valuation methadology as well as underlying
assumptions based on existing market practice and conditions.

Fair value adjustments, foreign exchange gains and losses as well
as realized gains and losses from the disposal of these investments
are recognized within other operating income and expenses in

the consolidated incorme statement. Weighted average method

is used to determine the cost basis of the investments disposed,

Other non-current financial assets

Other non-current financial assets include restricted assets and
other receivables, customer and vendor financing related loan
receivables and certain other investrments of a long-term nature.

Restricted assets and other recaivables include restricted bank
deposits primarily related to employee benefits as well as other
loan receivables. These assets are initially measured at fair value
and in subsequent periods at amortized cost using the effective
interest method. Interest calculated using the effective interest
methad as well as foreign exchange gains and losses are
recognized in financial income and expenses in the consclidated
income statement. For these assets, a loss allowance is calculated
on a quarterly basis based on a review of collectability and available
collateral, recorded as an adjustment to the carrying amount of
the investment and recognized in other financial expenses in the
consolidated income staterment.
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Custorner- and vendor-related loan receivables are managed in a
portfolio with a business model of holding investments to collect
principal and interest as well as selling investments. They are
initially recognized and subsequently remeasured at fair value
determined using the discounted cash flow method. The changes
in fair value are recognized in fair value reserve in ather
comprehensive income. Interest calculated using the effective
interest method as well as foreign exchange gains and losses are
recognized in financial income and expenses in the consolidated
income statement. Estimated credit loss is typically based an
12-month expected credit loss for existing loans and estimated
additional draw-downs during that period; refer to Impairments
section for further detail. Loss allowance is calculated on a
guarterly basis based on a review of collectability and available
collateral, and recorded in ather financial expenses in the
consolidated income statement reducing fair value loss recorded
in other comprehensive income, In case a receivable is sold, the
impact of expected credit loss is reversed, and the full gain or loss
incurred for the sale is recorded in financial income and expenses
in the consolidated income statement.

The cash flows of other investments of 2 long-term nature do not
fulfill the criteria of being solely payments of principal and interest.
These investments are initially recognized and subsequently
remeasured at fair value using quoted market rates, discounted
cash flow madels or other appropriate valuation methods as of the
reporting date. Fair value adjustments, foreign exchange gains and
losses as well as realized gains and |losses from the disposal of
these investments are mainly recognized within financial income
and expenses in the consolidatad income statement.

Other current financial assets

Other current financial assets include current part of other
non-current financial assets and short-term loan receivables
as well as derivative assets that are discussed separately in
the Derivative financial instruments sectian below.

Shaort-term loan receivables are initially measured at fair value

and in subsequent periods measured at amortized cost using the
effective interest method. Interest calculated using the effective
interest method as well as foreign exchange gains and losses are
recognized in financial income and expenses in the consalidated
incorme statement. For these loans, a loss allowance is calculated
on a quarterly basis based on a review of collectahility and availakle
collateral, recorded as an adjustment to the carrying amount of
the investment and recognized in other financial expenses in the
consolidated income statement.

Trade receivables

Trade receivables arise fram contracts with customers and
represent an unconditional right to receive the consideration and
only the passage of time is required befare the consideration is
received. The Graup sells trade receivables ta various financial
institutions without recourse in the normal course of business,

in order to manage credit risk and working capital cycle, and

the business model for managing trade receivables is holding
receivables to collect contractual cash flows and selling receivables.
Trade receivables are initially recognized and subsequently
remeasured at fair value, determined using the discounted cash
flow method. The changes in fair value are recognized in fair value
reserve in other comprehensive income. The Group applies a
simplified approach to recognizing a loss allowance on trade
receivables and contract assets based on measurement of
lifetime expected cradit losses arising from trade receivables

and contract assets without significant financing compaonents.
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Refer to Mote 4, Use of estimates and critical accounting
judgments, for disclosure of the use of estimates and critical
accounting judgments necessary in the estimation of such lass
allowances, Loss allowances on trade receivables and contract
assets are recognized in other operating expenses in the
consclidated income statement. If trade receivables are sold,
the difference between the carrying amount derecognized and
the consideration received is recognized in financial expenses
in the consolidated income statement.

Current financial investments

The Group invests a portion of the corparate cash needed to cover
the projected cash outflows of its ongaing business operations

in highly liquid, interest-bearing investments, Current financial
investments may include investments measured at amartized cost,
investments measured at fair value through other comprehensive
income and investments measured at fair value through profit

and lass.

Corperate cash investments in bank deposits used as collaterals
for derivative transactions are initially measured at fair value and
in subsequent periods measured at amortized cost using the
effactive interest method., Interest calculated using the effective
interest method as well as fareign exchange gains and losses are
recognized in financial income and expenses in the consolidated
income statement.

Corporate cash investments in bank deposits, as well as fixed
income and maney market securities with initial maturity or put
feature longer than three months that have characteristics of
salely payments of principal and interest and are not part of
structured investments, are managed in a portfolic with a business
model of holding investments to collect principal and interest as
well as selling investments, and are classified as fair value through
other comprehensive income. In this portfolio, investments are
executed with the main purpose of collecting contractual cash
flows and principal repayments. However, investments are sold
from time to time for liquidity management and market risk
mitigation purposes.

The fair value of these investments is determined using quoted
market rates, discounted cash flow models or other appropriate
valuation methods as of the reporting date. The changes in fair
value are recognized in fair value reserve in other comprehensive
income. Interest calculated using the effective interast method,
as well as foreign exchange gains and losses, are recognized

in financial income and expenses in the consolidated income
staterment. When an investrment is disposed of, the related
accumulated fair value changes are derecognized from other
comprehensive income and recognized in financial income and
expenses in the consclidated income statement. The FIFO method
is used to determine the cost basis of fixed income securities
being disposed of.

Due to the high credit quality of the Group's investment partfaolio,
the estimated credit loss is normally based on 12-month expected
credit loss. Loss allowance is calculated on a quarterly hasis,
recarded in ather financial expenses in the cansclidated income
statement reducing fair value gains and losses recarded in other
comprehensive income.
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Corparate cash investments may alsa include money market funds
that do not qualify as cash equivalents, investrments acquired for
trading purpases, investment structures consisting of securities
traded in combination with derivatives with complementing and
typically offsetting risk factors and other investments that have
cash flows not being solely payments of principal and interest.

In this portfolio, investments are executed with the purpose of
collecting contractual cash flows and principal repayments as

well as for capital appreciation and can be sald at any time.

These investments are initially recognized and subsequently
remeasured at fair value determined using quoted market rates,
discounted cash flow models or other appropriate valuation
mathods as of the reporting date, Fair value adjustments,
foreign exchange gains and losses and realized gains and losses
are recognized in financial income and expenzes in the
consalidated income statement,

Cash and cash equivalents

Cash and cash equivalents include cash at bank and in hand as well
as highly liquid, fixed income and money market investments that
are readily convertible ta known amounts of cash with maturities
at acquisition of three months or less, as well as bank deposits
with maturities or contractual call periods at acquisition of three
manths or less. Due to the high credit quality and short-term
nature of these investments, there is an insignificant risk of change
in value. Investments in money market funds that have a risk
profile consistent with the afarementioned criteria are also
classified as cash equivalents. Investments that have cash flows
that are solely payments of principal and interest are measured at
amortized cost, All other investments are measured at fair value
through profit and loss.

Classification and measurement of financial liabilities

The Group has classified its financial liabilities in the following
categories: financial lizbilities measured at amortized cost and
financial liakilities measured at fair value through profit and loss.
The Group classifies derivative liabilities as well as the conditional
obligation related to Nokia Shanghai Bell at fair value through
profit and loss and all other financial liabilities at amortized cost.

All financial liabilities are initially recognized at fair value and,

in case of borrowings and payables, net of transaction costs.
Financial liabilities are derecognized when the related obligation

is discharged or cancelled or expired. Additionally, a substantial
madification of the terms of an existing financial lizbility is
accountad for as a deracognition of the original financial liability
and the recognition of a new financial liakility. On derecognition of
a financial liability, the diffarence between the carrying amount
extinguished and the consideration paid is recognized in interest
expenses in the consolidated income statement.

Interest-bearing liabilities

Long-term interest-bearing liabilities are measured at amortized
cost using the effective interest method. Short-term interest-
bearing liabilities, including the current part of long-term interest-
bearing liabilities and collaterals for derivative transactions, are
measured at amortized cost using the effective interest method.

Transaction costs, interest calculated using the effective interast
methad as well as fareign exchange gains and losses are
recognized in financial income and expenses in the consolidated
income statement.
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Other financial liabilities

Other financial liahilities mainly include a conditional obligation

to China Huaxin as part of the Mokia Shanghai Bell definitive
agreements where China Huaxin obtained the right to fully transfer
its ownership interast in Makia Shanghai Bell to the Group in
exchange for a future cash settlement. The financial liability related
to the conditional obligation is measured based on the expected
future cash settlement with any changes recorded in financial
income and expenses in the consolidated income statement.

Other financial liabilities alsa include derivative liabilities that
are discussed separately in the Derivative financial instruments
section below.

Trade payables

Trade payahles are carried at invoiced amount, which is considered
to be agual to the fair value due to the shart-term nature of the
Group's trade payables.

Impairments of financial assets excluding trade receivables
and contract assets

Impairment requirements apply to the recognition of a less
allawance for expected credit losses (ECL) on financial assets
measured at amartized cost, financial assets measured at fair
value through other comprehensive income, financial guarantee
contracts and loan commitments. The Group continuously
assesses its finandial instruments on a forward-looking basis and
accounts for the changes in ECL on a quarterly basis using the
following method:

= ECL =FD x LGD x EAD

» Probability of Default (PD) is estimated separately for
the centralized investment portfalio and non-centralized
investments. The estimate is based on the credit rating profile
af these investrments as well as specific local circumstances as
applicable, unless there are specific events that would indicate
that the credit rating would not be an appropriate basis for
estimating credit risk at the reporting date.

* For Loss Given Default {LGD), the recovery rate is also estimated
separately for centralized investment portfolios and non-
centralized investments and is based on the type of investment,
specific local circumstances as applicable as wall as related
collateral arrangements, if any.

= Exposure at Default {EAD) is normally the nominal value of the
investment or financial guarantee. For loan commitments, EAD is
hased on estimated draw-down amounts for the next 12 months,

All the Group's current investments at amortized cost and fair
value through other comprehensive income are considered to have
low credit risk, and the loss allowance recognized during the period
is therefare limited to 12 months' expected losses. Financial
instruments that are rated as investment grade are considered

to have low credit risk for the purposes of this assessment.
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Faor ather non-current financial assets, loans, loan commitments
and financial guarantaes extended to third parties, the ECL s
calculated separately for each significant counterparty using the
method described above, including the impact of any collateral
arrangements ar other credit enhancermnents to LGD. The estimate
is based on 12-month ECL unless there has been a significant
increase in credit risk for the specific counterparty since the initial
recognition, in which case lifetime ECL is estimated. Breaches of
contract, credit rating downgrades and other credit measures are
typical indicators that the Group takes into consideration when
assessing whather the credit risk on a financial instrument has
increased significantly since initial recognition.

The change in the amount of loss allowance for ECL is recognized
as an impairment gain or loss in financial income and expenses

in the consolidated income statement. For assets carried at
amaortized cost, the loss allowance is recorded as an adjustment
to the carrying amount. For assets carried at fair value thraugh
other comprehensive income, the loss allowance is recorded as an
adjustment in other comprehensive income instead of adjusting
the carrying amount that has already been recorded at fair value.
For financial guarantee contracts, the loss allowance is recognized
as another liability in the statement of financial positian.

Derivative financial instruments

All derivatives are recognized initially at fair value on the date a
derivative contract is entered into and subsequently remeasured
at fair value. The method of recognizing the resulting gain or loss
varies according to whether the derivatives are designated and
qualify under hedge accounting

The cash flows of a hedge are classified as cash flows from
operating activities in the consolidated statement of cash flows in
case the underlying hedged items relate to the Group's operating
activities. When a derivative contract is accounted for as a hedge of
anidentifiable position relating to financing or investing activities,
the cash flows of the contract are classified in the same way as the
cash flows of the position being hedged. Certain derivatives are
hedging the foreign exchange risk of the Group's cash position

and their cash flows are included in fareign exchange adjustment

in the consolidated statement of cash flows.

Derivatives not designated in hedge accounting relationships
carried at fair value through profit and loss

Foreign exchange forward contracts are valued at market-forward
exchange rates. Changes in fair value are measured by comparing
these rates with the ariginal contract-forward rate. Currency
options are valued as of each reporting date by using the Garman
& Kohlhagen option valuation model. Changes in fair value are
recognized in the consolidated income statement.

Fair values of forward rate agreements, interest rate options,
futures contracts and exchange-traded options are calculated
based on quoted market rates as of each reporting date. The
discounted cash flow method is used to value interest rate and
cross-currency swaps. Changes in fair value are recognizedin
the consolidated income statement.
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For derivatives not designated under hedge accounting but
hedging identifiable forecast exposures such as anticipated foreign
currency denominated sales and purchases, the gains and losses
are recognized in other operating income or expenses in the
consolidated income staterment. The gains and losses an all

other derivatives not designated under hedge accounting are
recognized in financial income and expenses in the consclidated
income statement.

Embedded derivatives included in contracts are identified and
monitored by the Group. For host contracts that are not financial
asselts containing embedded derivatives that are not closely
related, the embedded derivatives are separated and measured
at fair value as of each reporting date with changes in fair value
recagnized in financial income and expenses in the consolidated
income statement. For host contracts that are financial assets
containing embedded derivatives, the whole contract is measured
at fair value as of each reporting date with changes in fair value
recognized in financial income and expenses in the consclidated
income statement.

Hedge accounting

The Group applies hedge accounting on certain foreign exchange
forward contracts, options or option strategies, and interest rate
derivatives. Qualifying options and option strategies have zero net
premium, or a net premium paid. For option structures, the critical
terms of the purchased and written options are the same and the
national amount of the written option companent is not greater
than that of the purchased aption.

In the fair valuation of foreign exchange forward contracts, the
Group separates the spot element and the forward element
including the impact of foreign currency basis spread and farward
points, which is considered as the cost of hedging for foreign
exchange forward contracts, In the fair valuation of foreign
exchange option contracts, the Group separates the intrinsic
value and time value, which is considered as the cost of hedging
for foreign exchange option contracts. In the fair valuation of
cross-currency swaps, the Group separates the foreign currency
basis spread that is considered as the cost of hedging for
Cross-Currency swaps,

Cash flow hedges: hedging of forecast foreign currency
denominated sales and purchases

The Group applies cash flow hedge accounting primarily to
forecast business foreign exchange exposure that arizes fram
highly probable forecast operative business transactions, The

risk management strategy is to hedge material net exposures
(identified standard sales exposure minus identified standard
costs exposurel by using fareign exchange forwards and fareign
exchange options in a layered hedging style that follows defined
hedge ratio ranges and hedge maturities in quarterly time buckets,
The hedged item must be highly probable and present an exposure
ta variations in cash flows that could ultimately affect profit ar loss.
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The Group only designates the spot element of the foreign
exchange forward contract as the hedging instrument. Currency
options, or option strategies, may also be used for cash flow
hadging, in which case the intrinsic value of the cptionis
designated as the hedging instrument. Hedge effectivenass is
assessed at inception and gquarterly during the hedge relationship
to ensure that an economic relationship exists. As the Group anly
enters in hedge relationships where the critical terms match,

the assessment of effectiveness is done an a qualitative basis.

Far qualifying foreign exchange forwards and foreign exchange
aptions, the change in fair value that reflects the change in spot
exchange rates on a discounted basis is recognized in hedging
reserve in other comprehensive income. The changes in the
forward element of the foreign exchange forwards and the time
value of the options that relate to hedged items are deferredin
the cost of hedging reserve in other comprehensive income and
are subsequently accounted far in the same way as the spot
elerment or intrinsic value.

In each quarter, the Group evaluates whether the forecast sales
and purchases are still expected to occur. If a portion of the
hedged cash flow is no longer expected to ocour, all related
deferred gains or losses are derecagnized from other
comprehensive income and recognized in other operating income
and expenses in the consolidated income statement as hedge
accounting criteria is no longer met. If the hedged cash flow ceases
to be highly probable, but is still expected to oceur, accumulated
gains and losses remain in other comprehensive income until the
hedged cash flow affects profit or loss.

The Group's risk management objective is to hedge forecast cash
flows until the related revenue has been recognized. Each hedge
relationship is discontinued during the quarter when the hedge
matures, which is also the quarter that it has been designated to
hedge. At this point, the accumulated profit or loss of cash flow
hedges is recycled to other operating income and expenses in the
consolidated income statement. Incase the forecast amount of
revenue is not recognized during a quarter, the full sccumulated
profit ar loss of cash flow hedges designated for said quarter is
still recycled and the portion related to forecast revenue that was
not recognized is disclesed as hedge ineffectiveness,

As cash flow hedges primarily mature in the same quarter as the
hedged item, there is no significant ineffectiveness resulting from
time value of meney. The Group will validate the magnitude of the
impact of discounting related to the amount of profit or loss
recognized in ather comprehensive income on a quarterly basis.

The Group has also entered into foreign exchange forwards in
relation to forecast sales and purchases that do not qualify as
highly probahle forecast transactions and hence do not satisfy the
requirements for hedge accounting. For these fareign exchange
forwards, the gains and losses are recognized in other operating
income and expenses in the consalidated income statement.
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Cash flow hedges: hedging of future interest cash flows

The Group also applies cash flow hedging to future interest cash
flows in foreign currency related to issued bonds. These future
interest cash flows are hedged with cross-currency swaps that
have been designated partly as fair value hedges and partly as cash
flow hedges with the risk related to the risk-free portion of interest
cash flows being hedged under fair value hedge accounting and the
company-specific credit spread portion being hedged under cash
flow hedge accounting. The accumulated profit or loss for the part
of these cross-currency swaps designated as cash flow hedges is
initially recorded in hedging reserve and recycled to profit or loss
at the time when the related interest cash flows are settled. The
Group separates the foreign currency basis spread from cross-
currency swaps and excludes it from the hedge relationship as cost
of hedging that is initially recognized and subsequently measured
at fair value and recorded in cost of hedging reserve in other
comprehensive income.

Fair value hedges: hedging of foreign exchange exposure

In certain cases, mainly related to long-term construction projects,
the Group applies fair value hedge accounting for foreign exchange
risk with the cbjective to reduce the exposure to fluctuations in the
fair value of firm commitments due to changes in foreign exchange
rates. Changes in the fair value of both spot and forward elements
of the derivatives designated and qualifying as fair value hedges,
together with any changes in the fair value of the hedged firm
commitments attributable to the hedged risk, are recorded in
financial income and expenses in the consolidated income statement,

Fair value hedges: hedging of interest rate exposure

The Group applies fair value hedge accounting to reduce exposure
to fair value fluctuations of interest-bearing liabilities due to
changes in interest rates and foreign exchange rates. The Group
uses interest rate swaps and cross-currency swaps aligned with the
hedged items to hedge interest rate risk and associated foreign
exchange risk.

The Group has entered into long-term borrowings mainly at fixed
rate and swapped a portion of them into floating rates in line with
a defined target interest profile. The Group aims to mitigate the
adverse impacts from interest rate fluctuations by continuously
managing net interest exposure resulting from financial assets and
liabilities by setting appropriate risk management benchmarks and
risk limits. The hedged item is identified as a proportion of the
outstanding loans up to the notional amount of the swaps as
appropriate to achieve the risk management abjective. The Group
enters into interest rate swaps that have similar critical terms as
the hedged item, such as reference rate, reset dates, payment
dates, maturities and national amount and hence the Group
expects that there will be no significant ineffectiveness. The
Group has nat entered into interest rate swaps where it would

be paying fixed rate.
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The Group's borrowings are carried at amortized cost. Changes in
the fair value of derivatives designated and qualifying as fair value
hedges, together with any changes in the fair value of hedged
liabilities attributable to the hedged risk, are recorded in financial
incorme and expenses in the consolidated income staterment.

The Group separates the foreign currency basis spread from
cross-currency swaps and excludes it from the hedged risk as cost
of hedging that is initially recognized and subsequently measured
at fair value and recorded in cost of hedging reserve in other
comprehensive income. If a hedge relationship no longer meets
the criteria for hedge accounting, hedge accounting ceases, cost
of hedging recorded in cost of hedging reserve is immediately
expensed and any fair value adjustments made to the carrying
amount of the hedged item while the hedge was effective are
recognized in financial income and expenses in the consolidated
income statement based on the effective interest methed.

Hedges of net investments in foreign operations

The Group applies hedge accounting for its foreign currency
hedging of selected net investments. Hedged item can be an
amount of net assets equal to or less than the carrying amount of
the net assets of the foreign operation in the Group consalidated
financial statements. The risk management strategy is to protect
the euro counter value of the portion of this exposure expected to
materialize as non-euro cash repatriation in the foreseeable future,

The Group only designates the spot element of the foreign
exchange forward contract as the hedging instrument. Currency
options, or option strategies, may also be used for net investment
hedging, in which case the intrinsic value of the aption is
designated as the hedging instrument. Hedge effectiveness is
assessed at inception and guarterly during the hedge relationship
to ensure that an economic relationship exists, As the Group only
enters in hedge relationships where the critical terms match, the
assessment of effectiveness is done on a qualitative basis with no
significant ineffectiveness expected.

For qualifying foreign exchange forwards, foreign exchange
options and aption strategies, the change in fair value that reflects
the change in spot exchange rates is recognized in translation
differences within consolidated shareholders’ equity. The changes
in the forward element of foreign exchange forwards as well as

the changes in the time value of options (collectively known as

the “cost of hedging”l is recognized in cost of hedging reserve in
other comprehensive income. The cost of hedging at the date of
designation of the foreign exchange forward or option contract

as a hedging instrument is amortized to financizl income and
expenses in the consclidated income statement over the duration
of the contract. Hence, in each reporting period, the change in fair
value of forward element of the foreign exchange forward contract
ar the time value of the aption contract is recorded in cost of
hedging reserve, while the amortization amount is reclassified
from cost of hedging reserve to profit or loss.

Accumulated changes in fair value from qualifying hedges are
deracognized from translation differences within consolidated
shareholders’ equity on the disposal of all or part of a foreign
subsidiary by sale, liquidation, repayment of share capital or
abandonment. The cumulative amount or proportionate share
of changes in the fair value of gualifying hedges deferred in
translation differences is recognized as income or expense

on disposal,
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Provisions

Provisions are recognized when the Group has a present legal or
constructive obligation as a result of past events, it is probable
that an cutflow of resources will be required to settle the
obligation and a reliable estimate of the amount can be made.
When the Group expects a provision to be reimbursed, the
reimbursement is recognized as an asset only when the
reimbursement is virtually certain. The Group assesses the
adequacy of its existing provisions and adjusts the amounts as
necessary based on actual experience and changes in facts and
circumstances as of each reporting date. For descriptions of
different classes of provisions, refer ta Note 29, Provisions.

Contingent liabilities

The Group discloses ongaing legal matters that relate to possible
obligations whose existence will be confirmed by the occurrence

or non-accurrence of one or more uncertain future events not
whally within the control of the Group. These matters are assessed
cantinually to determine whether an outflow of resaurces
embodying economic benefits has become probable so as to
recognize a provision.

Treasury shares

The Group recognizes its own equity instrurnents that are acquired
[treasury shares) as a reduction of equity at cost of acquisition,
When cancelled or reissued, the acquisition cost of treasury shares
is recognized in retained earnings or other distributable reserves
of the equity.

Dividends

Until 2018, dividends proposed by the Board of Directors were
recognized in the consolidated financial statements when they
were approved by the shareholders at the Annual General Meeting.
Frorm 2019 onwards, and applicable for the first time for
distribution of funds far 2018, dividends and capital repayments
are recognized in the consolidated financial statements when

the Board of Directors has approved the quarterly payment

in accordance with the authorization granted by Annual

General Meeting.

3. New and amended standards and
interpretations

On January 1, 2020, the Group adoptead the following amendments
to the accounting standards issued by the IASB and endorsed

by the EU with no material impact on the Group's consclidated
financial statements:

= Amendments to IFRS 3, Definition of a Business;

= Armendments to IFRS 7, IFRS 9 and IAS 39, Interest Rate
Benchmark Reform;

= Amendments to IAS 1 and I1AS 8, Definition of Material; and

= Amendments to References to the Conceptual Framework
in IFRS Standards.

The Group has not early adopted any new and amended standards
and interpretations that have been issued but are not yet
effective. The new and amended standards and interpretations
issued by the IASB that are effective in future periods are not
expected Lo have a material impact on the consolidated financial
statements of the Group when adopted. The Groug intends to
adopt these new and amended standards and interpretations,

if applicable, when they became effective and are endorsed by
the EUL.
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4, Use of estimates and critical accounting
judgments

The preparation of financial statements requires use of
management judgment in electing and applying accounting
policies as well as making estimates and assumptions about
the future. These judgments, estimates and assumptions may
have a significant effect on the amounts recognized in the
financial statements.

The estimates and assumptions used in determining the carrying
amounts of assets and liahilities are based on histarical experience,
expected outcomes and various other factors that were available
when these canscolidated financial statements were prepared, and
they are believed to be reasonable under the circumstances. The
estimates and assumptions are reviewed cantinually and revised

if changes in circumstances occur, or as a result of new infarmation
or more experience. As estimates and assumptions inherently
contain a varying degree of uncertainty, actual outcomes may
differ resulting in adjustments ta the carrying amounts of assets
and liabilities in the subsequent periods.

The accounting matters presented in this note are determined
to invalve the mast difficult, subjective or complex judgments,
or are considered as key sources of estimation uncertainty,

CovID-19

In 2020, the global economy and financial markets have been
severely affected by the COVID-19 pandemic, While the direct
impact of COVID-19 on the Group's financial performance and
financial position has been primarily related to temporary factory
closures in the first half of the year, the uncertzinty related to the
duration of the pandemic and the pace and shape of the economic
recovery that follows has made it even more challenging to make
estimates and assumptions about the future, increasing the risks
that the actual results will differ significantly from those estimated.
As always, the estimates and assumptions used in determining the
carrying amounts of assets and liabilities as of the reporting date
reflect the best and latest information available at the time and
are considered reasonable under the circumstances.

Due to the high market volatility experienced particularly in the
first half of the year as a result of the impact of COVID-19, the
Group has throughout the year closely monitored the valuation of
those assets where the measurement is to a large extent based on
unobservable inputs, such as venture fund investments and certain
pension assets, and has concluded the valuation of these assets

as of December 31, 2020, is appropriate.

In addition, the Group considered the impact of COVD-19

in its annual goadwill impairment test and the assessment of
recoverahility of its deferred tax assets, and while it recorded an
impairment loss an goodwill related to Fixed Networks operating
segment and derecognized its deferred tax assets related to
Finland, the reasons for both of these events were considered
unrelated to the current COVID-19 situation. For mare information
on deferred tax assets and goodwill impairment test, refer to

Mote 12, Income taxes, and Note 17, Impairment, respectively.
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Notes to consolidated financial statements continued

Revenue recognition

Critical accounting judgment

Accounting for contract modifications

A significant part of the Group's business is conducted under
framework agreements with no fixed commitment an the overall
project scope. The accounting treatment of subsequent purchase
commitments received from the customer in the form of new
purchase orders is a critical judgment. Subsequent purchase orders
may be deemed either to represent separate contracts or to
represent a modification of the existing contract, which requires
combination with the original contract for accounting purposes.

The decision whether to segregate or combine subsequent
purchase orders can have a direct impact on the amount of
revenue recognized in a given period for arrangements with
multiple performance obligations including material rights as the
transaction price is allocated to the performance obligations
identified within the contract.

Determining and allocating the transaction price

The Group enters into complex customer arrangements, some of
which are non-committed framewark agreements that contain
complex discounting structures as well as customer pricing that
varies depending on the different needs of each customer, The
appropriate identification and allocation of discounts and ather
forms of variable conzideration as well as determination of the
standalone selling price of each performance obligation are critical
judgments that have a direct impact on the timing and amount of
ravenus recognized. The determination of standzlone selling prices
of existing performance cbligations and of unexercised customer
options ta purchase additional goods or services will also impact
the Group's determination whether a non-committed part of

the contract contains material rights that must be accounted far
within the context of the contract. Identified material rights are
accounted for as a performance obligation within the contract and
the Group will allocate part of the transaction price to it with the
relative standalone selling price method,

Identifying distinct performance obligations and determining
when the performance cbligation is satisfied

The Group regularly enters into agreements with customers
comprising multiple perfarmance obligations, which include a
variety of products, services and software that the Group offers.
The identification of distinct performance obligations within these
types of arrangements is considered a critical judgment as
inappropriate identification of perfarmance obligations could

lead to the recognition of revenue in an incorrect period or for

an inaccurate amount.

Pension and other post-employment benefit obligations

and expenses

Key source of estimation uncertainty

The determination of pension and ather post-employment beneafit
obligations and expenses for defined benefit plans is dependent
an a number of estimates and assumptions, including the discount
rate, future mortality rate, annual rate of increase in future
compensation levels, and healthcare costs trend rates and

usage of services in the United States where the majority of our
paost-employment healthcare plans are maintained. Changes in
assumptions and actuarial estimates may materially affect the
benefit obligation, future expense and future cash flow. Based

on these estimates and assumptions, as of December 31, 2020,
defined benefit obligations amount to EUR 23 501 million

(EUR 24 780 million in 20719) and the fair value of plan assets
amounts to EUR 25 688 million (EUR 26 297 millionin 2019).
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Critical accounting judgment

Where a surplus an a defined benefit scheme arises, the Group
analyzes the recoverahility of the surplus through either a refund
or through reduction of future contributions in determining
whether it is necessary Lo restrict the amount of the surplus that
is recognized. The Group has two plans in the US, one plan in the
UK and one in Belgium with material surplus positions with a
combined surplus of EUR & 147 million as of December 31, 2020
{EUR 5§ 794 miillion in 2019]. The Group has made the judgment
that limits to recoverability at the reporting date apply to one of
the plans in the US and all ather surpluses meet the reguirements
of recoverability. For the US plan where recoverability has been
determined to be limited, the resulting asset ceiling limitation

is recorded at EUR 1 125 million as of December 31, 2020

[EUR 975 million in 2071 9).

Refer to Mote 27, Pensions and other post-employment benefits,

Income taxes

Critical accounting judgment

The Group uses judgment in determining the extent to which
deferred tax assets can be recognized. The recognition of deferred
tax assets is based on the assessment of whether it is probable
that sufficient taxable profit will be available in the future to utilize
the deductible temporary differences, unused tax losses and
unused tax credits before the unused tax losses and unused tax
credits expire. This assessment requires estimates of the future
financial performance of a particular legal entity or a tax group that
has recognized the deferred tax asset.

A significant partion of the Group's recognized deferred tax assets
relate to unused tax losses, tax credits and deductible temporary
differences in the United States which amounted of EUR 753 million
as af December 31, 2020 ([EUR 1 076 million in 2019). In addition,
as of December 31, 2020, the Group has EUR 33 620 million

[EUR 20 426 million in 2019 of temparary differences, tax losses
carry forward and tax credits for which no deferred tax assets are
recagnized due to uncertainty of utilization. The majarity of these
unrecognized deferred tax assets relate to France and Finland.

Refer to Mote 12, Income taxes, for further details on income taxes.

Leases

Critical accounting judgment

The Group uses judgment when it evaluates the lease term,

Many of the Group's mare significant leasehold properties include
options to extend the lease term or to terminate the lease prior
to the expiration of the leaze. These options provide the Group
with the financial flexibility needed to align its global portfolio

of commercial and industrial real estate properties to meet the
changing occupancy needs of its various businesses, This financial
flexibility is reflected in the measurement of the right-of -use
assets and lease liahilities that the Group records for its leasehold
properties to the extent that management concludes that any
lease extension options are not reasonably certain to be exercised.

In its assessment whether lease extension and termination options
are reasonably certain to be exercised, management applies
judgment, considering all relevant factors that create an economic
incentive for the Group to exercise either option. The Group
determines that extensian af the lease term beyond the nen-
cancellable lease term is reasonably certain when the leased
praperty is significantly customized or specialized for the

Group's specific use, the Group has made significant leasehold
improvements that it seeks to recover over the lease term,

or lease payments in the optional renewal or break period are
significantly lower than the expected future market rent levals,
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After the commencement date of the lease, the Group reassesses
the lease term only if there is a significant event or changein
circumstances that is within its control and affects its ahility to
exarcise or not to exercise the aption, As of December 31, 2020,
the Graup has potential jundiscounted) future lease payments

of EUR 468 million {EUR 560 million in 2019) relating to extension
options not expected to be exercised and EUR 51 million

[EUR 79 million in 2079) relating to termination options expected
to be exercised that are not included in the lease liahility.

Refer to Mote 16, Leases, for further details on leases,

Goodwill recoverability

Key source of estimation uncertainty

The recoverable amounts of the groups of CGUs are based on fair
value less costs of disposal that is determined using a level 3 fair
value measurement based an a discounted cash flow calculation.
The cash flow projections used in calculating the recoverable
amaunts are based on financial plans approved by management
cavering an explicit farecast period of three years. Seven
additional years of cash flow projections subsequent to the
explicit forecast period reflect a gradual progression towards the
steady state cash flow projections maodeled in the terminal year.
Estimation and judgment are required in determining the
components of the recoverable amount calculation, including
amaong others the discount rates, the terminal growth rates and
the operating profits in the terminal year. The discount rates
reflect current assessments of the time value of money and
relevant market risk premiums reflecting risks and uncertainties
for which the future cash flow estimates have not been adjusted.
The terminal growth rate assumptions reflect long-term average
growth rates for the industry and economies in which the groups
of CGUs aperate.

In 2020, the Group has considered the effects of the ongoing
COVID-19 pandemic when estimating future cash flows, revenue
growth rates, gross margins and operating margins and these

considerations have been reflected in the goodwill impairment test

performed. The Group conducted the goodwill impairment test

based on a long-range plan prepared in the fourth quarter of 2020
and concluded that the carrying amount exceeded the recoverable

amount far its Fixed Metwerks group of CGUs. As a result, the
Group recorded a non-cash impairment charge of EUR 200 millien
to reduce the goodwill within its Fixed Networks operating segment.

Taken in isolation, either of the following changes would cause
a further material goodwill impairment in the Fixed Networks
operating segment:

» increase in discount rate from 7.4% to 8.4%

= reduction in the operating profit in the terminal year by
EUR 25 million

A reasonably passible change in the key assumptions used
in the valuation of all other groups of CGUs would nat lead
to animpairment.

Refer to Mote 14, Intangible assets and Mote 17, Impairment.
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Fair value of level 3 financial assets

Key source of estimation uncertainty

Fair values far level 3 financial assets are determined with valuation
techniques using material inputs that are not observable from
transactions on active market requiring estimation and judgment
both in selecting an appropriate valuation technigue as well as in
defining appropriate underlying assumptions.

Faor unlisted venture funds and unlisted shares, the fair value is
based on a number of factors including, but not limited to, the
current market value of similar instrumenits; prices established
from recent arm’s-length transactions; and/or analysis of market
prospects and operating perfarmance of target companies with
reference to public market comparable companies in similar
industry sectors. Changes in these estimates could result in
losses in future periods. Based on these estimates and
assumptians, the fair value of level 3 financial assetsis

EUR 727 million (EUR 746 million in 2019, representing 7%

of total financial assets measured at fair value on a recurring
basis (9% in 2019).

Refer to Note 24, Fair value of financial instruments,

Provisions and legal contingencies

Key source of estimation uncertainty

Estimation is required in determining the value of the obligation.
The amount recognized as a provision is based an the best
estimate of unavoidable costs required to settle the obligation

at the end of the reporting period. When estimating the value,
management may be required to consider a range of possible
autcormnes and their associated probahilities, risks and
uncertainties surrounding the events and circumstances as well

as making assumptions of the timing of payment. Changes in
estimates of timing or amcunts of costs required ta settle the
obligation may become necessary as time passes and/or more
accurate information becomes available, While the use of estimates
and assumptions by management as a whole may lead to material
adjustments to the aggregate balance of provisions, no individual
provision estimate on its own is expected to require a material
adjustment to the overall carrying amount. Based on these
estimates and assumptions, provisions amount ta EUR 1 532 million
as of Decemnber 31, 2020 (EUR 1 209 million in 2019).

Critical accounting judgment

The Group recognizes a provision when it has a present legal

or constructive obligation as a result of a past event, it is probable
that an outflaw of resources will be required to settle the
obligation and a reliable estimate of the amount ¢an be made.

At times, management judgment is required in determining
whether it is probable that an outflow of economic benefits will be
required to settle the obligation. The Group is regularly subject to
varigus legal proceedings and investigations covering a wide range
of matters. Management judgment is required in assessing the
probability of different outcomes and a provision is recognized
when an unfavarable autcome is deemed probable and the related
obligation can be reascnably estimated.

Refer to Note 29, Provisions and Note 30, Commitments,
contingencies and legal proceedings.
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5. Segment information

The Group has three reportable segments for financial reporting
purposes: (1) Networks, (2] Mokia Software and [3) Nokia
Technologies. Segment-level information for Group Common
and Other is also presented.

MNetworks reportable segment consists of four aggregated
operating segments: {1) Mohile Netwaorks, {2 Global Services,

{31 Fixed Metworks and (41 IP/Optical Metworks, The aggregated
operating segments have similar economic characteristics, such

as long-term margins; have similar products, production processes,
distribution methods and customers; and operate in a similar
regulatory environment.

In addition, the Group provides net sales disclosure for the
following businesses within the Networks reportable segment:

(il Mabile Access {comprises Mobile Networks and Global Services
operating segmentsl, (il Fixed Access lcomprises Fixed Networks
operating segment), (il IP Routing {comprises part of IP/Optical
Metworks operating segment) and {ivi Optical Networks [comprises
part of IP/Optical Metworks operating segment].

The President and CED is the chief operating decision-maker

and monitars the operating results of operating and reportable
segments for the purpose of assessing performance and making
decisions about resource allocation. Key financial performance
measures of the segments include primarily net sales and segment
operating profit. The evaluation of segment performance and
allacation of resources is based on segment operating profit'™.

Accounting policies of the segments are the same as those
described in Note 2, Significant accounting policies. Inter-segment
revenues and transfers are accounted far as if the revenues were
to third parties, that is, at current market prices. Certain costs
and revenue adjustments are not allocated to the segments'™,
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Segment descriptions

Networks

Metworks comprises Mabile Networks, Global Services,

Fixed Networks and IP/Optical Networks cperating segments.

The Mahile Metwarks operating segment facuses on mobile radio
including macro radio, small cells and cloud-native radia solutions
for communication service providers and enterprises.

The Global Services operating segment provides a wide range
of professional services with multi-vendor capabilities, covering
network planning and eptimization, network implementation,
systems integration as well as company-wide managed services.

The Fixed Networks operating segment provides copper and fiber
access products, solutions and services. The portfolio allows for

a customized combination of technologies that brings fiber to
the most economical point for the customer.

The IP/Optical Metworks operating segment provides IP routing
and optical transport systems, each with its own software and
services to build high-capacity network infrastructure for the
internet and glabal connectivity.

MNokia Software

The Nokia Software cperating segment offers the cloud core
saftware portfolio in addition to software applications spanning
customer experience management, network operations and
management, communications and collaboration, pelicy and
charging, as well as cloud, loT, security, and analytics platforms
that enable digital services providers and enterprises to accelerate
innovation, monetize services, and optimize their customer
experience,

Nokia Technologies

The Nokia Technologies operating segrment, building on decades
of innovation and R&D leadership in technologies used in virtually
all mebile devices used today, is expanding Mokia patent licensing
business, reintroducing the Mokia brand to smartphones through
brand licensing, and establishing a technology licensing business.
The majority of net sales and related costs and expenses
attributable to licensing and patenting the patent portfalio is
recorded in Mokia Technologies, while each reportable segment
separately records its own research and development expenses.

Group Common and Other

Group Common and Other includes Alcatel-Lucent Submarine
Netwaorks and Radic Frequency Systems, both of which are
managed a5 separate entities. In addition, Group Common and
Other includes Mokia Bell Labs' operating expenses, as well as
certain corporate-level and centrally managed operating expenses.

{1} Segment results exclude costs related to the acquisition of Aleatel-Lucent and related
integration, gooded impairment charges, intanglble asset amorlization and ather
purchase price fair value adustments, restructuring and associated charges and certain
othiritems,
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Segment information
Hakia Hokia Graup Commen Segment  Unallacated

EURm Metwarks" Saftware Technol ogies and Other Elirmdnations total itema ™ Tatal
Continuing operations
2020
MNet sales to external customers 16 847 2 B56 1388 963 - 21854 12l 21852
Met sales to other segments 5 - 14 19 138} - - -
Depreciation and amortization {557) {81} {321 [55) - {725) {4070 {1132)
Goodwill impairment - - - - - - {200} {200)
Operating profit/{loss) 935 507 1164 {525]) - 2 081 {1 196} 885
Share of results of associated companies

and joint ventures 25 = 1 i4) = 22 - 22
2019
Met sales to external customers 18 207 Z2 767 1473 897 - 23344 {29} 23318
Met sales to other segments FJ - 14 55 {71 = - =
Depreciation and amortization {566] 185] {31) [54) - 1736) (924) {1660)
Operating profit/{loss) 665 5989 1239 1490 - 2003 {1518} 485
Share of results of assacdiated companies

and joint ventures 12 - - B - 12 - 12
2018
Met sales to external customers 17 403 2713 1486 a78 - 22 580 {17 22563
Met szles to other segmenits 1 . 15 47 63 - -
Depreciation and amortization {383) (65] 121} [46) - 1514) 1940) {1 455)
Operating profit/loss) 773 450 1203 {246 - 2180 12 2391 {59)
Share of results of associated companies

and joint ventures 12 - - - - 12 - 12

111 Ichudies Mokde Access net sales of EUR 10 630 ridlicn (EUR 11 655 eillion i 2019 gnd EUR 11 273 rrillicn in 201 8], Fixed Acceds net shkis of EUR 1 759 milion (EUR 1 881 millicnin 2019
and EUR 1 $80 milionin 2018], IP Routing net sales of EUR 2 768 million {EUR 2 321 million in 2019 and EUR 2 545 millien in 2018] and Optical Networks net sales of EUR 1 635 million
[EVA 1 752 millionin 2019 and EUR 1 E06 midlion in 20181,

12] Comprises costs related to the acquisition of Alcated-Lutent and refated integration, goodiaill impairment charges, intangible asset amortizabion and other purchase price Fair valee
adjustrivents, restructuring and asseciated charges and certain other iberms.

Reconciliation of total segment operating profit to total operating profit/{loss)

EURm 2020 2019 2018
Total segment operating profit 2081 2003 2 180
Restructuring and associated charges 1651} 1502) (327
Amaortization and depreciation of acquired intangible assets and property, plant and eguipment 1407} 1924) (9400
Impairment of assets, net of impairment reversals (241} {29) {48)
Gain on defined benefit plan amendment 90 168 -
Transaction and related costs, including integration costs 11 48] (2200
Release of acquisition-related fair value adjustments to deferred revenue and inventary (2) i6} (16}
Divestment of businesses (2} (2] [39)
Product portfolio strategy costs = 1183} (583)
Operating model integration - 112l :

Fair value changes of legacy IPR fund - = 57
Other 6 - 1150
Teotal uperating profit/{loss) 885 485 {59)
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Information by geographies
Met sales to external customers and non-current assets by country
Met sales Men-current assets™

EURm 2020 2019 2018 2020 2019
Finland™ 1 480 1552 1556 1382 1477
United States B 751 6 609 6 204 4843 5 505
France 1 &b4 1229 1179 1857 1997
India G44 1348 1629 170 178
China 806 15086 1754 346 400
Other 10 327 11071 10 241 1017 1167
Total 21852 23315 22 563 9615 10724

{11 Met sales to external custamers by country are based on the location of the customer.
{2 Consistsof goodaill and ather intangible assets, pregerty, plant and equipment snd right-of-use et
{3 Al Hokia Technologies PR and loensmg net sales are allocated to Finland.

Mo single customer represents 10% or more of revenues.

6. Discontinued operations

Discontinued aperations include the continuing financial effects of the HERE business and the D&S5 business. The Group sold its HERE
digital mapping and location services business to a German automative industry consortium comprised of AUDI AG, BMW Group and
Daimler AG in a transaction that was completed on December 4, 2015, The Group seold substantially all of its Devices & Services business
to Microsaft in a transaction that was completed on April 25, 2014, The timing and amount of financial effects are largely dependent
upan external factors such as final cutcomes of uncertain tax positions.

Results of discontinued operations

EURm 2020 2018 2018
Met salas - - -
Cost of sales = e -
Gross prnfl'lt = = =
Research and development expenses - = =
Selling, general and administrative expenses 2) B} ]
Other operating inceme and expenses 2 {1 17
Operating profit/{loss) - {7 8
Financial income and expenses (4) {5) 81
{Loss)/profit before tax {4) {12) B9
Income tax benefit/lexpensel 1 {1} 125
{Loss)/profit for the year, ordinary activities'” {3) {13) 214
Gain on the sale, net of tax'® - 6 -
{Loss)/profit for the year (3) {7 214

{11 In 2018, the results of dscontinued operations mostly relate to @ resol bon reached m the Lax dspube conceming the apphcablity of withholding taxin respect of payments by Nokia india
Privabe Limited to Nokia Corporation fior the supply of operating software in DES business. as wel 3s a release of uncertain tax positions related to HERE business,
{2 W 2019, an additicn of EUR 7 midlion bo and a deduction of ELR 1 million fronm gaim on the sabe were recognized related to DS business and HERE business, respec ety due Lo tax indemnification.

Cash flows from discontinued operations

EURm 2020 2018 2018
Met cash from operating activities & 7 [33)
Met cazh from investing activities 7 9 10
Net cash flow for the period 13 2 (23)
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7. Revenue recognition

Management has determined that the Group's geocgraphic areas depict how the nature, amount, timing and uncertainty of revenue and
cash flows are affected by economic factors. The Group's primary custamer base consists of companies that operate on a country-spedific
or a regional basis. Although the Group's technalogy cycle is similar around the world, different countries and regions are inherently in
a different stage of that cycle, often influenced by macroeconomic conditions specific to those countries and regions.

Each reportable segment, as described in Note 5, Segment information, consists of customers that operate in all geographic areas.
Mo reportable segment has a specific revenue concentration in any geographic area other than Mokia Technologies, which is included
within Europe,

Met sales to external customers by region™

EURm 2020 2010 2018
Asia Pacific 3 84T 4 556 4 081
Europe 6 620 6620 B 489
Greater China 1376 1843 2165
Latin America 9495 1472 1380
Middle East & Africa 1893 1876 1874
Morth America 7121 6 948 6 574
Total 21852 23 315 22 563

{10 Met sales to external customers by region are based on the location of the customer.

Contract assets and contract liabilities

Contract asset balances decrease upon reclassification to trade receivables when the Group's right to payment becomes unconditional.
Cantract liability balances decrease when the Group satisfies the related performance obligations and revenue is recognized, There were
na material curmulative adjustments to revenue recognized arising from changes in transaction prices, changes in measures of progress
or changes in estimated variable consideration.

During the year, the Group recognized EUR 2.1 billion {EUR 1.9 billion in 2019) of revenue that was included in the current contract liability
balance at the beginning of the period.

Order backlog

As of December 31, 2020, the aggregate amount of the transaction price allocated te partially or wholly unsatisfied performance
obligations arising from fixed contractual commitments amounted to EUR 16.6 billion (EUR 18.8 billion in 2019}, Management has
estimated that these unsatisfied performance obligations will be recognized as revenue as follows:

20 2019
Within 1 year 68% 69%
2-3 years 31% 27%
Mare than 3 years 1% 4%
Total 100% 100%

The estimated timing of the satisfaction of these performance obligations is subject to change owing to factors beyend the Group's
contral such as customer and netwark demand, market conditions and, in some cases, restrictions imposed by the weather or other
factors impacting project logistics. Revenue recognized in the reporting period from performance obligations satisfied (or partially
satisfied) in previous periods [for example, due to changes in transaction price) was not material.

Completed Contracts

In April 2014, the Group enterad into an agreement to license certain technology patents and patent applications owned by the Group
on the effective date of that agreement, on a non-exclusive basis, to a licensee, for a period of 10 years (the "License Agreement™).
Contemporaneously and under the terms of the License Agreement, the Group issued to the licensee an opticn to extend the technology
patent license far the remaining life of the licensed patents. The Group received all cash consideration due for the sale of the 10-year
license and option upon closing of the License Agreement. Management has determined that, upon transition to IFRS 15, Revenue from
Contracts with Customers, the License Agreement is a completed contract. As such, in accordance with the transition requirements of
the standard, the Group continues to apply its prior revenue accounting policies, based on IAS 18, Revenue, and related interpretations,
to the License Agreement. Under those policies, the Group is recognizing revenue over the term of the License Agreement.

As of December 31, 2020, the balance of deferred revenue related to the License Agreement of EUR 515 million {EUR 670 million in
2019), recognized in deferred revenue in the consclidated statement of financial position, is expected to be recognized as revenue
through 2024.
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8. Expenses by nature

EURmM 2020 2018 2018
Continuing operations
Personnel expenses! 7310 7 360 8 029
Cost of material 6016 8148 7 544
Project subcontracting and other customer contract expenses 4 BBY 4003 3782
Depreciation and amortization 1132 1660 1455
IT services 343 362 491
Impairment charges 2471 k] 55
Other 1188 1496 1533
21117 23 067 22 889

Total operating expenses™®

(1) The comparative amaeunts fer 2019 and 2018 have been adpusted toreflect a revsed amownt of restructuning experses. Refer to Note 9, Persomnel expenses.

{2 2020, the Grous reclassified certain iterms of income and expenses from ather operating moome and expenses to the functions. The comparative armounts for 2019 and 2018 have been

recast accordngly. Refer to Mote 2, Significant accounting policies.

Operating expenses include government grant income and R&D tax credits of EUR 98 million (EUR 83 million in 2019 and EUR 124 million in
20118) most of which have been recognized in the consalidated income statement as a deduction against research and development expenses.

Restructuring charges by function™

EURm 2020 208 2018
Cost of sales 245 227 115
Research and development expenses 189 105 119
Selling, general and administrative expenses 67 117 77
Total restructuring charges 501 449 311
{1) Aestructuring dharges inchude defmed benefit plan curtalment income and experses.

9. Personnel expenses

EURm 2020 2019 2018
Continuing operations

Salaries and wages " 6055 6004 6 517
Share-based payment expense™ 76 77 62
Pension and other post-employment benefit expense, net®! 362 242 465
Social security casts'™ 817 947 985
Total 7310 7 360 8 029

1] The conmparative armounts for salases and wages and social security expenses have been adpsted by EUR 141 milion and EUR 28 millicn, respectively, in 2019, and by EUR 181 millicn and

EUR 33 rillion, respectively, in 2018, te reflect 3 revised ameunt of restructuring expenses,

(2 cludes termingtion benefits,

(3] Presented net of related sodal costs, refer to Note 26, Share-based paymen s, Inchedes EUR 76 milion {EUR 77 millionin 2019 and EUR 62 millicn in 201 8) for equity-setted awards,

(4

The average number of employees is 92 039 (98 322 in 2019 and 103 083 in 20181,
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Includies net gain on pension plan amendments, curtailments and settlements of BUR 58 millicn [EUR 131 milion net gainim 20719 and net loss of EUR 52 million in 2001 8]

HOKIA [N 2020




Financial statements

10. Other operating income and expenses

EURm 2020 019 2018
Continuing operations

Other operating income'"

Gains from unlisted venture funds 80 a7 162

Foreign exchange gain an hedging forecasted sales and purchases, net 5 - =

Prafit on sale of property, plant and equipment 3 18 21

Subsidies and government grants 3 8 8

Change in the loss allowance and impairment losses on trade receivables, net - 28 -

Other 59 96 76

Total 150 237 267

Other operating expenses

Goadwill impairment 1200} - -

Change in the loss allowance and impairment losses on trade receivables, net {171} - 1450
Losses and expenses related to unlisted venture funds {19) {36} (1180
Retirements and loss on sale of property, plant and equipment {101 1271 (521
Changes in provisions (5} {47 (13)
Fareign exchange loss on hedging forecasted sales and purchases, net - 881 27
Other {68 1670 [57)
Total {473) {265) 1312)

{10 In 2020, the Group reclassified certain items of income and expenses from other operating ncome and expenses to the functions. The comparative amounts for 2019 and 201 & have been
recast accordingly. Refer to Note 2, Significant accounting pelicies,

11. Financial income and expenses

EURm I 2020 2019 2018
Continuing operations

Fimancial income

Interest income on financial investments 21 31 39

Interest income on financing components of other contracts 38 42 37

Other financial income' 57 9z g

Total 156 165 85

Financial expenses

Interest expense on interest-bearing liabilities 1127 99 (105}
Interest expense on financing components of other contracts™ (83) (172l (1620
Interest expense on lease liabilities™ {£5) [28) -

Met interest expense on defined benefit plans B ] (151
Met fair value losses on investments at fair value through profit and loss - {2l {11
Met fair value losses on hedged items under fair value hedge accounting 1122 (133) {7
Met fair value gains on hedging instruments under fair value hedge accounting 118 141 g

Met foreign exchange losses (8) (106} (1004
Other financial expenses"s {73) [98) (17
Total {320) {506} (398}

In 2020, includes ncome of EUR 79 rallion (EUR 64 rillion in 2019 due to a change in the far value of the finandal liability related to Nokia Shanghad Bell, refer to Hote 33, Sigrficant parthy-
oameed subddiaries,

120 1 2020, includes anintersst expende of EUR 31 millicn [BUR 94 millicn in 20719 aad EUR 66 rillion in 2018 related bo the sale of receivables,

{3 Interest expense on lease lisbilities is presented in finandal intome and expenses as 3 result of the adoption of IFRS 16, Leases, in the beginning of 2019,

4] In 2020, includes an inorease in loss allowance of EUR 58 million related to loans extended to an emerging market custamer. Refer te Hote 37, Subsequent events.

{50 In 2019, includes an imgairment of EUR B4 raillion related to aloan extended bo certain emenging market customer recognized upon contract exit.

i
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12. Income taxes

Components of the income tax expense

EURmM 2020 2019 2018
Continuing operations

Current tax 1295) {367) {5300
Deferred tax [2 961] 229 341
Total {3 256) {138) (189)

Income tax reconciliation

Reconciliation of the difference between income tax computed at the statutory rate in Finland of 20% and income tax recognized in the

consolidated income statement:

EURm 2020 2018 2018
Income tax texpensel/benefit at statutary rate 1149) 31 72
Permanent differences 90 53 (221
Non-creditable withholding taxes {137) 310 (24}
Income taxes for prior years 26 113} 26
Effect of different tax rates of subsidiaries operating in other jurisdictions {39) {8i {181
Effect of deferred tax assets not recognized™ (3 202) 99) {205}
Benefit arising fram previously unrecognized deferred tax assets 105 29 46
Met increase in uncertain tax positions {12} {6} {43}
Change in income tax rates {12) 1300 {45}
Incorme taxes on undistributed earnings 126] ) 26
Othear - - [2)
Total {3 256) {138) {189)

{1 I 2020, inchides & deresogrition of deferred L assets related o Finland and in 2018 relates prirtarily Lo foreipn withhelding tan aredits in Finland,

Incorme tax liakilities and assets include a net EUR 149 million lighility (EUR 154 millicn in 2019) relating to uncertain tax positions with

inherently uncertain timing of cash outflows.

Pricr periad income tax returns for certain Group companies are under examination by local tax authorities. The Group has ongoing
tax investigations invarious jurisdictions, including the United States, Canada, India, Brazil and South Korea. The Group's business and
investmeants, especially in emerging market countries, may be subject to uncertainties, including unfavorable or unpredictable tax
treatment. Management judgment and a degree of estimation are required in determining the tax expense or benefit. Even though
management does not expect that any significant additional taxes in excess of those already provided for will arise as a result of these

examinations, the outcome or actual cost of settlement may vary materially from estimates.

Deferred tax assets and liabilities

- 2020 : 2013

Deferred Deferred Deferred Daferred
EURm 10X assets tox lfabilities Met balonce tax assets tax liabilities Het balanee
Tax losses carried forward and unused tax credits™ 720 - 1301 -
Undistributed earnings - (104) - 23
Intangible assets and property, plant and equipment 1020 {291) 3257 {279)
Right-of-use assets - (197) 2 1221}
Defined benefit pension assets 3 {1233) 55 {11501
Other non-current assets 27 [&0) 652 {53}
Inventaries 120 18] 216 {24)
Other current assets 98 (48] 164 {32}
Lease liabilities 164 13} 220 B
Defined benefit pension and other post-employment liakilities 1045 7] 10086 129)
Other non-current liabilities - - 32 -
Provisions 251 {Ba) 213 {51}
Other current liabilities 200 (63) 182 1126}
Other temporary differences 5 13) 99 27
Total before netting 3653 {2 091) 1562 6 809 {2 075) 4734
Metting of deferred tax assets and liabilities 1831} 1831 B (1 685) 1685 =
Total after netting 1822 {260) 1562 5124 {390) 4734

{1 The decrease in deferred tax assetsin 2020 compared to 2019 is primarily related to devecognition of deferred tax assets in Finland.
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Movernents in the net deferred tax balance during the year:

EURm 2020 2019 018
As of January 1 4734 4561 4 169
Adoption of new IFRS standards’ - {1) 19
Recognized in income statement, cantinuing operations {2 961} 229 341
Recognized in income statement, discontinued operations 1 - 29
Recognized in other comprehensive income 1115} 184) (571
Recognized in equity i 7 6
Acquisitions through business combinations and disposals L] - -
Translation differences 1103} 36 5
As of December 31 1562 4734 4 561

{11 In 2019, adeption of IFRS 16, Leases, In 2018, adoption of IFRS 9, Finangial Instruments, and IFRS 15, Revenue from Conbracts with Customers,

Amount of temporary differences, tax losses carried forward and tax cradits for which no deferred tax asset was recognized due to
uncertainty of utilization:

EURm m20 2019
Tempaorary differences 14 258 1716
Tax losses carried forward 19021 18 609
Tax credits 341 101
Total 33 620 20 426

The Group cantinually evaluates the probability of utilizing its deferred tax assets znd considers both favorable and unfavorable factors
in its assessment. Deferred tax assets are recognized to the extent it is probable that future taxable profit will be available against which
the unused tax losses, unused tax credits and deductible temporary differences can be utilized in the relevant jurisdictions. A sigrificant
portion of the Group's recognized deferred tax assets relate to unused tax losses, tax credits and deductible temporary differences in
the United States which amounted of EUR 753 million as of December 31, 2020 IEUR 1 076 million in 20191 The Graup has an established
pattern of sufficient tax profitability to conclude that it is probable that the Group will be able to utilize the deferred tax assets in the
United States.

At Dacember 31, 2020, the Group has concluded based on its assessment that it is not probable that it will be able to utilize the

unused tax losses, unused tax credits and deductible tempaorary differences in Finland in the foreseeable future. This assessment

was done primarily based on the historical performance. Consequently, the Group derecognized EUR 2 918 million deferred tax assets
related to Finland. The recent years' cumulative profitahility in Finland, excluding certain integratian costs related to the acquisition of
Alcatel-Lucent, is changing from a cumulative profit position to a cumulative loss position based on the assessment made at the end

of 2020, When an entity has a history of recent losses in a certain jurisdiction, the entity recognizes a deferred tax asset arising from
unused losses or tax cradits only ta the extent the entity has sufficient taxable temporary differences or there s carvincing other
evidence that sufficient tax profit will be available against which the unused tax losses or unused tax credits can be utilized in the future.
Positive evidence of future taxable profits may be assigned less weight in assessing the appropriateness of recording a deferred tax asset
when there is other unfavorable evidence such as cumulative losses, which are considered strong evidence that future taxable profits
may not be available. The Group continues to assess the realizability of deferred tax assets including in particular its actual profit record
in upcoming periads and may re-recognize deferred tax assets related to Finland if pattern of tax profitability is re-established.

The majority of the unrecognized temporary differences, tax losses and tax credits, relate to France and Finland. Based on the pattern
of losses in the past years in France and cumulative profitability as of the end of 2020 in Finland, and in the absence of corwincing
other evidence of sufficient taxable profit in the future years, it is uncertain whether these deferred tax assets can be utilized in the
foreseeable future. A significant portion of the French unrecognized deferred tax assets are indefinite in nature and available against
future French tax liabilities, subject to a limitation of 50% of annual taxable profits. The majority of Finnish unrecognized deferred tax
assets are not subject to expiry and are available against future Finnish tax liabilities.
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Expiry of tax losses carried farward and unused tax cradits:

ALk B 19 —
EURm Recognized Unrecognlzed Tetal Recognized Unrecognized Tetal
Tax losses carried forward
Within 10 years 163 2 364 P Z 181 1609 3790
Thereafter 7 - i - & &
Mo expiry 1810 16 657 18 467 1728 16994 18 722
Total 1980 19021 21001 3909 18 609 22 518
Tax credits
Within 10 years 29 326 355 251 83 339
Thereafter 36 2 38 237 2 239
No expiry 206 13 219 13 11 24
Total 271 341 612 501 101 602
The Group has undistributed earnings of EUR 645 million ([EUR 1 104 million in 2019] for which a deferred tax liahility has not been
racognized as these earnings will not be distributed in the foreseeable future,
13. Earnings per share
2020 2079 018
EURMm EURmM ELURmi
Profit or loss attributable to equity holders of the parent
Continuing operations [2 520) 14 (554}
Discontinued aperations (3] {7 214
Lossi profit for the year {2 523) 7 (3400
030z shares 000 shares D00s shares
Weighted average number of shares outstanding 5612418 5599912 5588020
Effect of potentially dilutive shares
Parformance shares 19 780 24 072 20 577
Restricted shares and other 3884 2 390 3 656
Stock options - 1 224
Total effect of potentially dilutive shares 23 bb4 26 463 724 457
Adjusted weighted average number of shares 5636082 5626375 5612477
Earnings per share EUR EUR EUR
Basic earnings per share
Continuing operations {0.45]) 0.00 10.10)
Discontinued aperations 0.00 0.00 0.04
[Loss)/profit for the year {0.45) 0.00 10.06)
Diluted earnings per share
Continuing operations 10.45) 0.00 10.100
Discontinued aperatians 0.00 .00 0.04
iLossi/ profit for the year 10.45] 0.00 10.06}

Basic earnings per share is calculated by dividing the profit or loss attributable to equity halders of the parent by the weighted average
number of shares gutstanding during the year. Diluted earnings per share is calculated by adjusting the prafit or loss attributable to equity
holders of the parent, and the weighted average number of shares outstanding, for the effects of all dilutive potential ordinary shares.
Potential ordinary shares are excluded from the calculation of diluted earnings per share when they are determined to be antidilutive.

In 2020 and 2018, the effect of potentially dilutive shares was excluded from the calculation of diluted earnings per share as it was

determined to be antidilutive due to the loss from cantinuing aperatians,
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14. Intangible assets

EURm Goadwill Othar Tatal
Acquisition cost as of January 1, 2019 & 360 Q424 15 784
Translation differences 75 82 157
Additions - 52 52
Disposals and retirements 1921 1921
Acquisition cost as of December 31, 2019 6 435 9 466 15 901
Accumulated amartization and impairment charges as of January 1, 2019 1908) [&A71) {6 9791
Translation differences - 1410 [4T)
Impairment charges - {12} (121
Disposals and retirements - 71 T
Amortization - (984) [984)
Accumulated amortization and impairment charges as of December 31, 2019 {908) {7 037) {7 945)
Met book value as of January 1, 2019 5 452 3353 8 805
Met book value as of December 31, 2019 5527 2 429 7 956
Acquisition cost as of January 1, 2020 B 435 9 466 15 901
Translation differences 1331] 1359) (6900
Additions - 39 39
Acquisitions through business combinations™ 78 72 150
Disposals and retirements - {31) (310
Acquisition cost as of December 31, 2020 6182 9 187 15 369
Accumulated amartization and impairment charges as of January 1, 2020 {908} [7037) {7 945)
Translation differences - 256 256
Impairment charges {200} 19} {209)
Disposals and retirements - 28 28
Amartization - [4T2) (4T 2}
Accumulated amortization and impairment charges as of December 31, 2020 {1 108) {7 234) (8 342)
Met book value as of January 1, 2020 5527 ? 429 7 956
MNet book value as of December 31, 2020 5074 1953 7027
{11 The Growp acquired 100% ownership interest in Benion Technologies. Goodwill was allocated to the IB/Optical Networks operating segment.

Met book value of other intangible assets by type of asset™

2 i - __aaar bl
Customer relationships 1401 1788
Patents and licenses 232 264
Technelogies and IPRAD 155 160
Tradenames and trademarks 90 145
Other 75 Té
Total 1953 2 429

{11 The largest moverments are dus 0 dmartization and translation differences, with the exception of Tedhnologies and IPRED, which increased due to acquined techaology of BUR 72 millicn

" 2020,

As of December 31, 2020, the weighted average for the remzining amortization periods is approximately five years for customer

relationships, six years for patents and licenses, three years for technologies and IPR&D, two years for tradenames and trademarks

and ane year for other,
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15. Property, plant and equipment

Land, bufldings and  Machinery, equipment Assets under
EURm Condtructions and other construction Total
Acquisition cost as of January 1, 2019 1219 2 863 91 4173
Translation differences 17 22 - 39
Additions 63 339 143 545
Reclassifications 28 62 (50) -
Disposals and retirements 160] {268) 1 (329)
Acquisition cost as of December 31, 2019 1267 3018 143 4 428
Accumulated depreciation as of January 1, 2019 {386) {1997} - [2 383)
Translation differences 8l [16) - {24}
Impairment charges - [4h - 14}
Disposals and retiremeants 33 257 - 290
Depreciation 190] {367} - [451)
Accumulated depreciation as of December 31, 2019 {451) {2 121) - {2572)
Net book value as of January 1, 2019 833 866 a1 17490
MNet book value as of December 31, 2019 816 897 143 1856
Acouisition eost as of lanuary 1, 2020 1267 3018 143 4 428
Translation differences {63] {102) (4] {169}
Additions 36 290 123 469
Acguisitions through business combinations - 2 - z
Reclassifications 61 64 [125) -
Disposals and retirements {36) {137) - (173}
Acquisition cost as of December 31, 2020 1265 2135 137 4 537
Accurmulated depreciation as of lanuary 1, 2020 [451] 12121 - (2 572)
Translation differences 33 72 - 105
Disposals and retirements 22 128 - 150
Depreciation 1861 (351} - 14371
Accumulated depreciation as of December 31, 2020 {482) {2 272) - {2 754)
Net book value as of January 1, 2020 816 897 143 1 856
MNet book value as of December 31, 2020 783 863 137 1783
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16. Leases
Right-of-use assets
Right-of-use assets represent the Group's right to use the underlying leased assets.

EURm Buildinps Other Tatal
Acquisition cost as of January 1, 2019 898 77 975
Met additions"™ 150 &4 194
Acquisition cost as of December 31, 2019 1048 121 1169
Accurnulated depreciation as of January 1, 2019 - -
Impairment charges 132) - (32}
Depreciation {177} [48) [225)
Accumulated depreciation as of December 31, 2019 {209) {48) {257)
Met book value as of January 1, 2019 898 77 975
MNet book value as of December 31, 2019 839 73 912
Acquisition cost as of January 1, 2020 1048 121 1169
Met additions' 89 59 148
Retirements 310 - (21}
Acquisition cost as of December 31, 2020 1106 180 1286
Accumulated depreciation as of January 1, 2020 1209) {481 (257
Impairment charges {32) = (32)
Retirements 31 - 31
Depreciation {176) [47) (223)
Accumulated depreciation as of December 21, 2020 {3886) {95) {481)
Met book value as of January 1, 2020 839 73 912
MNet book value as of December 31, 2020 720 85 805

{11 Met additions compase newlease mntracts as well s modifications and remeasurernents of exsting |ease eontracks.

Amounts recognized in the income statement

EURm 2020 2019
Depreciation expense of right-of-use assets {2231 (2250
Expenses relating to short-term leases {221 )
Interest expense on lease liabilities [25) 28}
Income from subleasing leasehold and freehold properties!™ 4 9

Gains arising from sale and leaseback transactions - 9

Total recognized in the income statement™ {266) {261}

(1) Sublease income comprises rent incorme from operating subleases and finangal income on the net nvestrment in the lease related to finance sulbleases.
2] Total recogrized in the income staternent exchudes impaisment of right-of -use assets, which is presented in Note 17, impairment, and deferred taes discussedin Hote 12, ncome tawes,

Amounts reported in the statement of cash flows

EURm 0 L
Payment of principal portion of lease liabilities {Z234) [(221)
Interest portion of lease liabilities [25) (28]
Total cash outflow for leases {259) {249)

The maturity analysis for lease liabilities is presented in Nate 386, Financial risk management. Cormmitments related to future lease
contracts are presented in Note 30, Commitments, contingencies and legal proceedings.
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17. Impairment

Goadwill

The Group has allocated goodwill to the operating segments corresponding to groups of cash-generating units (CGUs) that are expected
to benefit fram goodwill in line with the Group's operational and reporting structure. Refer to Note 5, Segment information.

Allacation of goodwill
The following table presents the allocation of goodwill to groups of CGUs as of Decermber 31:

EURmM 2020 2019
Mabile Networks 729 776
Fixed Metworks 609 256
Global Services 958 1020
IP/Optical Netwaorks 1 865 1914
Mokia Software 914 961

Recoverable amounts

The recoverable amounts of the groups of CGUs were based on fair value less costs of disposal that was determined using a level 3 fair
value measurement based on a discounted cash flow calculation. The cash flow projections used in calculating the recoverable amounts
were based on financial plans approved by management covering an explicit forecast period of three years.

Seven additional years of cash flow projections subsequent to the explicit forecast period reflect a gradual progression towards the
steady state cash flow projections modeled in the terminal year. The terminal growth rate assumptions reflect long-term average growth
rates for the industries and economies in which the groups of CGUs operate. The discount rates reflect current assessments of the time
value of money and relevant market risk premiums reflecting risks and uncertainties for which the future cash flow estimates have not
been adjusted. Other key variables in future cash flow projections include assumptions on estimated sales growth, gross margin and
operating margin, All cash flow projections are consistent with market participant assumptions.

Terminal growth rate and post-tax discount rate applied in the impairment test for the groups of CGUs:

2020 2019 2020 2019
Koy assumgtion % Terminal growth rate Past-tax discount rate

Mobile Networks .2 1.1 8.0 8.4
Fixed Metwarks 0.8 1.1 7.4 7.6
Global Services 1.1 0.9 76 8.0
IP/Optical Networks 1.4 1.4 7.4 8.2
Nokia Software 1.5 1.5 7.0 7.6

Based on the long-range plan prepared in the fourth quarter of 2020, the Group conducted an impairment test and concluded that the
carrying amount exceeded the recoverable amount for its Fixed Metworks group of CGUs. As a result, the Group recorded a non-cash
impairment charge of EUR 200 million within other cperating expenses to reduce the goodwill within its Fixed Networks operating segment.

The results of the impairment test indicate adequate headroom for other groups of CGUs.

Impairment charges by asset category

EURm 2020 2019 208
Goodwill 200 - -
Other intangible assets 9 12 16
Property, plant and equipment - & 39
Right-of-use assets' 32 20 =
Investments in associated companies and joint ventures [ 2 -
Financial aszets 1 64 -
Taotal 246 102 55

(1] The Group adopted IFRS 16, Leases, on January 1, 201 %, n 2019, 2 EUR 20 milion impairment charge is presented net of cnerous lease contract provision releases,

In 2020, the Group recognized an impairment charge of EUR 200 million related to the goodwill held within the Fixed Networks operating
segment.

In 20119, upon contract exit the Group recognized an impairment charge of EUR 64 million related to loans extended to a certain emerging
market customer, Other impairments recorded by the Group in 2020, 2019 and 2018 are immaterial.
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18. Inventories

EURm 2020 2019
Raw materials and semi-finished goods 552 636
Finished goods 940 1258
Contract work in prograss 750 1042
Total 2242 2 936

{1} The Growp has changed the classification of inventories from previcus presentation o better reflect the nature of the inventories,

The cost of inventories recognized as an expense during the year and included in the cost of sales is EUR & 115 million [EUR 8 181 millicn
in 2019 and EUR 7 569 million in 20181,

Movements in allowances for excess and cbsaolete inventory for the years ended December 31:

EURm 020 i AL I
As of January 1 505 521 432
Charged to income statement el 83 153
Deductions™ {96} 199] [Bdh
As of December 31 480 505 521

{1) Deductions inchude utization and releases of allowances,

19. Prepaid expenses and accrued income

Mon-current

EURm 2020 2019
R&D tax credits and other indirect tax receivables 129 156
Deposits 47 58
Other 41 78
Total 217 202
Current

EURm 2020 2019
RE&D tax credits, VAT and other indirect tax receivables 483 543
Divestment-related receivables 23 i3
Deposits 19 20
Other 325 312
Total 850 Q08
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20. Shares of the Parent Company

Shares and share capital

Parent Company has one class of shares. Each share entitles the holder to one vote at general meetings. The shares have no par value
nar is there 3 minimum orf maximum share capital or number of shares under the Articles of Association of Mokia Corporation. As of
December 31, 2020, the share capital amounted to EUR 245 896 461.96 (EUR 245 896 461.96 in 2019] and consisted of 5 653 886 159
{5 640 536 159 in 2019} issued and fully paid shares.

Treasury shares
As of December 31, 2020, the number of Parent Company shares held by the Group companies was 36 389 799 {34 954 869in 2019}
representing 0.6% (0.6% in 2019 of the share capital and total voting rights.

In 2020, under the authorization held by the Board of Directors, the Parent Company issued 13 350 000 new shares without
consideration to itself to fulfill the company’s obligation under the Mokia Equity Programs.

In 2020, under the authorization held by the Board of Directors, the Parent Company issued 11 915 070 treasury shares to employees,
including certain members of the Group Leadership Team, as settlement under Parent Company equity-based incentive plans and the
employee share purchase plan. The shares were issued without consideration and in accordance with the rules of the plans.

Reconciliation of the number of shares outstanding at the beginning and at the end of the period

Hurnber of sharas 000s 2020 2019 2018
As of January 1 5605581 5593 162 5579517
Settlerment of share-based payments 11915 12 396 13 221
Stock options exercised - 23 G2
As of December 31 5617 496 5605 581 5593 162

Authorizations given to the Board of Directors

Authorization to issue shares and special rights entitling to shares

At the Annual General Meeting held on May 27, 2020, the shareholders authorized the Board of Directors toissue a maximum of

550 million shares through one or more issues of shares or special rights entitling to shares. The Board of Directors is authorized to issue
either new shares or shares held by the Parent Company. The authorization included the right for the Board of Directors to resclve an all
the terms and conditions of such share and special rights issuances, including issuance in deviation from the sharehaolders’ pre-emptive
rights. The authorization may be used to develop the Parent Company's capital structure, diversify the shareholder base, finance or carry
out acquisitions or other arrangements, settle the Parent Company's equity-based incentive plans, or for other purposes resolved by the
Board of Directors. The authorization is effective until October 7, 2021, and terminated the previous authorizations to issue shares and
special rights entitling to shares.

Authorization to repurchase shares

At the Annual General Meeting held on May 27, 2020, the shareholders authorized the Board of Directors ta repurchase a maximum

of 550 million shares, The amount corresponds to less than 10% of the total number of Parent Company's shares, Shares may be
repurchased to be cancelled, held to be reissued, transferred further ar for ather purposes resolved by the Baard. The Board shall resaolve
on all other matters related to the repurchase of Nokia shares. The autharizationis effective until October 7, 2021, and terminated the
orevious authorization to repurchase shares.
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21. Translation differences, fair value and other reserves

Fair value and other reserves

Translatien Pensian Hedging  Cost of hedging Falr value
EURm differences  remoasuroments resarve reserve reserve
As of January 1, 2018 {g32) 838 37 {10} {23)
Foreign exchange translation differences Gk - - - -
Met investment hedging losses {66} - - 3 -
Remeasurements of defined benefit plans - 293 - B -
Met fair value losses - - 128} {8l {116}
Transfer to income statement {37} - 1301 23 78
Other {decreasel/increase (1} & - -
As of December 31, 2018 {592) 1137 {21) 8 i61)
Foreign exchange translation differences 259 - - - -
Het investment hedging losses {40} - - (B -
Remeasurements of defined benefit plans - 319 =2 - =
Met fair value losses - - 17 [34) 11011
Transfer to income statement 1 - 32 18 107
Other increase - 1 - = -
As of December 31, 2019 {372) 1457 {6) {14) {55)
Foreign exchange translation differences {1231} - - - -
Met investment hedging gains 307 - - 1 -
Remeasurements of defined benefit plans - 484 - - -
Met fair value gains/{losses) - - 7|2} {13) {175)
Transfer to income statement = = 5 16 208
Other decrease (1} - - - -
Movement attributable to non-contralling interasts 2 (1] - - -
As of December 31, 2020 {1295) 1940 2 {10) {22)

Translation differences consist of foreign exchange differences arising fram translation of foreign operations into euro, the presentation
currency of the consolidated financial statements as well as gains and losses related to hedging of net investments in foreign operations.

Pension remeasurements reserve includes actuarial gains and losses as well as return cn plan assets and changes in the effect of the
asset ceiling, excluding amounts recognized in net interest, related to the Group's defined benefit plans.

Hedging reserve includes the change in fair value that reflects the change in spot exchange rates for certain foreign exchange forward
cantracts that are designated as cash flow hedges to the extent that the hedge is effective.

Cost of hedging reserve includes forward element of foreign exchange forward contracts and the time value of foreign exchange options
related to cash flow hedging of forecasted foreign currency sale and purchase transactions. Additionally, cost of hedging reserve includes
the difference between the change in fair value of forward element of foreign exchange forward contracts and the time value of option
contracts and the amortization of forward element of foreign exchange forward contracts and time value of option contracts related

to net investment hedging. Cost of hedging reserve also includes changes in fair value from foreign currency basis spread related to fair
value hedging of foreign currency denominated bonds.

Fair value reserve includes the changes in fair value of financial instruments that are managed in a portfolio with a business mode! of
holding financial instruments to callect contractual cash flows including principal and interest a2z well as selling financial instruments.
The fair values recorded in fair value reserve for these instruments are reduced by amounts of loss allowances,

For mare infarmation on the accounting for itemns recognized in translation differences, fair value and other reserves, refer ta Note 2,
Significant accounting policies.
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22. Other comprehensive income

2020 2019 2018

EURM Gross Tax MHet Gross Tax Hat Gross Tax Met
Pension remeasurements .
Remeasurements of defined benefit plans 624 {140] 484 414 {95) 319 388 (901 298
Met change during the year 624 {140) 484 414 {95) 319 388 {90} 298
Translation differences
Exchange differences on translating foreign

aperations {1232} 1 {1231} 259 - 259 443 1 hbd
Transfer to income statement - - - 1 - 1 [42] - 142)
Met change during the year {(1232) 1 {1231} 260 - 260 401 1 402
Net investment hedges'™
Met investment hedging gains/{losses) 266 42 308 58] 12 {461 (79} 16 (63
Transfer to income statement - - - - - - 5 {1} 5
Met change during the year 266 42 308 {58) 12 {46) {73) 15 {58)
Cash flow and other hedges'®
Met fair value gainsf{losses) 1 (1) - 164 13 {51} {4a) 8 136}
Transfer to income statement 14 3] 11 [c¥ {12) 50 {8} Z i7h
Net change during the year 15 {4) 11 {2) 1 {1 {53) 10 {43)
Financial assets at fair value through other

comprehensive income
Met fair value losses [213) 38 11731 (126) 25 {101} [144) 28 {116}
Transfer to income statement an loss allowance 229 [46] 183 40 {8) 3z 33 i8] 25
Transfer to income statement on disposal Ej| 16 25 94 {19) 75 (5153 13} 43
Met change during the year 47 {14) 33 8 2) 6 {45) T {38)
Other increase 3 - 3 - - - 1 - 1
Total (277) {115) {392) 622 (84) 538 619 {57) 562

{10 In 2020, incorme tax related bo net investment hedging gans indudes EUR 94 million related to the derecognition of deferred tax assets in Fnland. For rore information, refer o Nete 12,

INEAmE Lies.
(2] Indhudes movernents in cath fow hedging reserve and related cost of hedging reserve,

23. Interest-bearing liabilities

Harninal Carryimg ameunt EURm™'
lssuer/barrower Instrurment Currency  [millian] Final maturity 2020 2018
Mokia Corporation 1.00% Senior Motes! ™! EUR 350 March 2021 350 499
Mokia Corporation 3.375% Senior Notes LsD 500 June 2022 &17 445
Mokia Corparation 2.00% Senior Motes EUR 750 March 2024 762 766
Mokia Corporation EIB R&D Loan™ EUR 500  February 2025 500 -
Meokia Carparation MIB RED Loan™ FUR 250 May 2025 250 250
Mokia Corparation 2.375% Senior Notes' EUR 500 May 2025 497 -
Mokia Corporation 2.00% Senior Motes EUR 750 March 2026 762 765
Mokia Carparation £ 375% Senior Notes UsD 500 June 2027 448 452
Mokia of America Corporation 6.50% Senior Notes usD T4 January 2028 61 66
Mokia Corporation 3.125% Senior Motes™ EUR 500 May 2028 497 -
Mokia of America Corporation 6.45% Senior Motes usD 206 March 2029 169 185
Mokia Corparation 6.62 5% Senior Motes UsD 500 May 2039 547 817
Mokia Corporation and various subsidiaries Other liahilities 322 332
Tatal 5576 5277

{1 The Group issued EUR 500 mdkon 237 5% Senior Notes dee 2025 and BUR S00mifon 3.1 25% Serior Motes due 2028 under its EUR 5 bilion Euro Medium-Tenm Note Programme in May 2020,
The proceeds of the new notes were partially used to redecm BUR 150 million of the 1.00% Senior Notes due 2021,
(2 I Jarwary 2021, Mokia scercisedits isuer call eption to redesm 1,00% Senior Notes due March 2021 for the full drmoent of EUR 350 millisn, The redemption date for the notes was Februany

15, 2021, Refer to Mote 37, Subsequent events,

{2 The Group drew a EUR SO0 milllioa loan from the Eurcpean investrment Bank (EIB) in February 2020,

(4] The loan frorn the Nordic Investment Bank {NIB| is repayasble in three equal annual installmentsin 2023, 2024 and 2025,
5] Carrying amount inchedes EUR 235 million [EUR 138 ridlica in 2019 of fair value gains related to discontinued Fair value bedge aceounting relationships that ase armortized cwver the life of the

respective Semor Noles.
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The Group's significant credit facilities and funding programs as of December 31:

Antilized (mlllon)

Committed / uncommitted Financing arranpement Currency Hominal (milllon} 2020 FE
Committed Revolving Credit Facility™ EUR 1500 = &
Uncommitted Finnish Commercial Paper Programme EUR 750 - -
Uncommitted Euro-Commercial Paper Programme EUR 1500 = -
Uncommitted Euro Medium Term Note Frogramme'z' EUR 5000 2 850 2 000
Total 2 850 2 000

{1 The Growp exerasedits eption to extend the maturity date of the Resebing Credit Faality in June 2020, Subsedquent to the extersion, the facility has its maturity in June 2025 with 3 one-
yEar gxbansion option remaining, except for EUR 88 million having its maturity in June 2024,
121 Al eurg-denominated bonds have been issued under the Burc Medium Term Mote Programme.

All borrowings and credit facilities presented in the tables above are senior unsecured and have no financial covenants.

To manage interest rate and foreign exchange risks related to the Group's interest-bearing liabilities, the Group has designated the
following cross-currency swaps as hedges under both fair value hedge accounting and cash flow hedge accounting as of December 31:

Hotional {millign)'® Fair values EURm
Entity Instrumment CUFTeney Maturity 2020 2019 2020 2019
Mekia Corporation Cross-currency swaps  USD June 2027 500 500 {48] {171
Mokia Corporation Cross-currency swaps  USD lune 2027 250 500 {28) {18}
Mokia Corporation Cross-currency swaps  USD May 2039 250 400 178] 1200
Total {154) {49)

{11 Al ross-currency swaps are fixed-to-foating seaps.

{2} In 3020 and 2019, the Group urwaund ELRSUSD cross-currency swaps and re-entered into equivalent swaps with different pricing levels 1o retain both foreign exchange and interest rate risk
positions otheraise undhanged. Hedge acoounling was disconinued and new hedge relationships were defined for the new EURAUSD cross-curmency swaps.

Changes in lease liabilities, interest-bearing liabilities and associated derivatives arising from financing activities:

Long-term

Shart-term Derivatives held to

interest-boaring  interest-bearing  hedge long-term
EURm liabilities liakilities borrowings'"  Lease liabilities™ Total
As of January 1, 2019 2826 994 57 1066 4943
Cash flows 253 40 20 {221} 92
Mon-cash changes:
Changes in foreign exchange rates 43 1 {25 - 19
Changes in fair value 131 - (142) - 111
Reclassification between long-term and short-term 738 [738) - - -
Net additions™ - - - 194 194
Other'* {6 {5l 140 {9 120
As of December 31, 2019 3985 292 50 1030 5 357
Cash flows 1 401 {831 (52) {234} 1032
Mon-cash changes:
Acquisitions through business combinations 10 30 - 40
Changes in foreign exchange rates (133) {7 123 (37 154}
Changes in fair value 102 - 1102) = =
Reclassification between long-term and short-term (3500 350 = = =
Met additions™ - - - 147 147
Other'! - [21) 135 4 118
As of December 31, 2020 5015 561 154 910 6 640

&l

long-Lennn Borreaing exposure.
{2) nchudiss nonscurrent and current lease liakilities.

{3) Met additions comprise newlease contracts 35 well a5 modifications and remeasurerments of existing lease contracks.
) In 2020, includes EUR 135 million (EUR 138 rmallien in 2073 cash inflow frem umsind settlemenits of certain interest rate derivatives held Lo hedge long-term borrowings thatis included in

nterest paid in the consoldated staterment of cash flows.

HOKIA M 2020
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24. Fair value of financial instruments

Financial assets and liabilities recorded at fair value are categorized based on the amount of uncbservable inputs used to measure
their fair value. Three hierarchical levels are based on an increasing amount of judgment associated with the inputs used to derive fair
valuation for these assets and liabilities, level 1 being market values for exchange traded products, level 2 being primarily based on
quates from third-party pricing services, and level 3 requiring most management judgment. At the end of each reporting period, the
Group categorizes its financial assets and liabilities to the appropriate level of fair value hierarchy. Items carried at fair value in the
following table are measured at fair value an a recurring basis.

Carrying smourts Fasir value™
Amartized Fair value threugh profit or loss Fair value through other comprehensive incame
EURm cast Lewvel 1 Lawed 2 Lewel 3 Lewel 1 Lewsl 2 Lewel 3 Tatal Tatal
2020 i
MNon-current financial investments - il - 714 - - - 745 T45
Other non-current financial assets 115 - 99 5 - 87 - 306 306
Other current financial assets
including derivatives 22 - 169 8 - 15 - 214 214
Trade receivables - - - - - 5503 - 5503 5503
Current financial investments 134 - 882 - - 105 - 1121 1121
Cash and cash equivalents 4333 - 2 607 - - - - 6 940 6 940
Total financial assets 4 604 31 3 757 727 - 5710 - 14 829 14 829
Long-term interest-bearing liabilities 5015 - - - - - - 5015 5140
Other long-term financial lizbilities - = = 19 = - - 19 19
Short-term interest-bearing
lizhilitias 561 - - - - - - 567 561
Other short-term financial liabilities
including derivatives - - s 420 - - - 738 738
Trade payahles 3174 - - - - - - 3174 T4
Total financial liabilities 8 750 - 318 439 - - - 9507 9632
Carrying amounts Falr value™
Amortized Fair value through profit or loss Fair valuz through other comprehansive incoma
EURm cost Lewel 1 Lawvel 2 Level 3 Lewvel 1 Level 2 Lewel 3 Tatal Taotal
2019
Non-current financial investments - - - 740 - - - 740 740
Other non-current financial assets 165 - 171 6 - 103 - 445 430
Other current financial assets
including derivatives 46 - a1 - - 37 - 164 164
Trade receivables - - B - - 5025 - 5025 5025
Current financial investments 42 - 51 - - & - 97 g7
Cash and cash equivalents 4 090 - 1820 - - - - 5910 5910
Total financial assets 4 343 - 2123 746 - 5169 - 1238 12 366
Long-term interest-bearing liabilities 3 985 - - - - - - 3985 4056
Other lang-tarm financial liabilitias - - 10 20 - - - 30 30
Shart-termn interest-bearing
liakilities 292 - - - - - - 292 292
Other short-term financial liahilities
including derivatives - - 164 639 - = = 803 803
Trade payables 3786 - - - - - - 3786 3786
Total financial liabilities 8 063 B 174 659 - - - B 896 8967

{11 The fellowing fair value messurement methods are used for items not carried a1 fair value: The Fair values of long-term interest- bearing liabilities, including current part, are prirarily based
on quetes freom third-party pricing services {level 2. The fair values of other assets and iablites, mouding loan receivables andloans payable, are primarily based on dscounted cash fow
arlysis (il 2L Thoe fair wahot i estirmated Lo equl the canrying drmount for short=termn fnandial assets and financial Bakilities dui to limited oedit risk dnd short timi bo maturity, Refer to

Hoke 2, Significant accounting polides.
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Lease liabilities are not included in the fair value of financial instruments.

The level 1 category includes financial assets and liabilities that are measured in whole by reference to published quotes in an active
market. A financial instrument is regarded as quoted in an active market if quoted prices are readily and regularly available from an
exchange, and those prices represent actual and regularly occurring market transactions on an arm's-length basis. This categary
includes only exchange traded products.

The level 2 category includes financial assets and liabilities measured using a valuation technigue based on assumptions that are
supported by prices from abservable current market transactions. These include assets and liabilities with fair values based on guotes
from third-party pricing services, financial assets with fair values based on broker quotes and assets that are valued using the Group's
own valuation models whereby the material assumptions are market cbservable. The majority of the Group's listed bonds and other
securities, aver-the-counter derivatives, trade receivables and certain other praducts are included within this category.

The level 3 financial assets category includes a large number of investments in unlisted equities and unlisted venture funds, including
investments managed by NGP Capital specializing in growth-stage investing. The fair value of level 3 investments is determined using one
or mora valuation techniques where the use of the market approach generally consists of using comparable market transactions, while
the use of the income approach generally consists of calculating the net present value of expected future cash flows. For unlisted funds,
the selection of appropriate valuation technigues by the fund managing partner may be affacted by the availability and reliability of
relevant inputs. In some cases, one valuation technigue may provide the best indication of fair value while in other circumstances
rmultiple valuation techniques may be aporopriate.

The inputs generally considered in determining the fair value of level 3 investments include the original transaction price, recent
transactions in the same or similar instruments, completed or pending third-party transactions in the underlying investment or
comparable issuers, subsequent rounds of financing, recapitalizations or other transactions undertaken by the issuer, offerings in the
equity or debt capital markets, and changes in financial ratios or cash flows, adjusted as appropriate for liquidity, credit, market and/ar
other risk factors. The fair value may be adjusted to reflect illiquidity and/for non-transferability, with the amount of such discount
estimated by the managing partner in the absence of market informaticn,

The level 3 investments are remeasured for each reporting date taking into consideration any changes in estimates, projections and
assumpticns, as well as any changes in economic and other relevant conditions. The majority of the venture funds invest in digital health,
software and enterprise sectars and, even though as of December 31, 2020 an elevated degree of uncertainty related to unobservable
inputs prevails in the current market conditions caused by COVID-19 outhreak, the quantitative impact on the fair values of venture fund
investments is considered limited. Level 3 investments include approximately 40 separate venture funds investing in hundreds of
individual companies in various sectors and geographies. Hence, specific estimates and assumptions used by managing partners due to
the lack of observable inputs do impact the fair value of individual investments, but na individual input has a significant impact on the
aggregated fair value of level 3 investments.

Level 3 financial liabilities include a conditional obligation to China Huaxin as part of the Mokia Shanghai Bell definitive agreements where
China Huaxin obtained the right to fully transfer its ownership interest in Nokia Shanghai Bell to the Group inexchange for a future cash
settlement. The fair value of the liability is measured based on the expected future cash settlement. The measurement of the financial
liability involves estimation of the option exercise price and the distribution of excess cash balances upon exercise. Unobservable
valuation inputs include certain financial performance metrics of Nokia Shanghai Bell. Mo individual input has a2 significant impact on

the total fair value of the level 3 financial liakility. Refer to Note 33, Significant partly-owned subsidiaries.

Reconciliation of the opening and closing balances of level 3 financial assets and liabilities:

Level 3 finaneinl  Level 3 financial

o assets liahilitics
As of January 1, 2019 688 {707)
Net gains in income statement 49 35
Additions a0 -
Deductions {79) 1
Other movements 121 12
As of December 31, 2019 746 (659)
Met gains in income statement 19 94
Additions 49 -
Deductions (85] 2
Transfers out of level 3 {5l 126
Other movements 3 2)
As of December 31, 2020 727 (439)

The gains and losses from venture fund and similar investments categorized in level 3 are included in other operating income and
expenses. The gains and losses from other level 3 financial assets and liabilities are recorded in financizl income and expenses. A net gain
of EUR 102 million {net gain of EUR 73 million in 2019) related to level 3 financial instruments held at December 31, 2020 was included

in the profit and loss during 2020.
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25. Derivative financial instruments

Assets Linbilitioes

EURm Fair valug™ Hotional™ Fair vahs" Motional™
2020
Hedges on net investment in foreign subsidiaries
Foreign exchange forward contracts 1 1423 (3) 559
Cash flow hedges
Foreign exchange forward contracts 34 933 {16} 736
Currency cptions bought 1 108 - -
Currency options sold - - - 6
Fair value hedges
Foreign exchange forward contracts 83 1340 (14} 588
Firm commitments 19 468 {1071) 1105
Cash flow and fair value hedges™
Cross-currency swaps - - {154} 815
Derivatives not designated in hedge accounting relationships

carried at fair value through profit and loss
Foreign exchange forward contracts 29 3716 {16} 3917
Currency options bought Z 171 - -
Other derivatives = - = 9
Total 169 8159 {304) 7735
2019
Hedges on net investment in foreign subsidiaries
Foreign exchange forward contracts 36 3807 ] 517
Cash flow hedges
Foreign exchange forward contracts 7 660 [18) 749
Currency options bought 1 343 - -
Fair value hedges
Foreign exchange forward contracts 7 697 (7 549
Firm commitments & 606 [Z) 255
Cash flow and fair value hedges®'
Cross-currency swaps - - {49} 1246
Derivatives not designated in hedge accounting relationships

carried at fair value through profit and loss
Foreign exchange forward contracts 17 3491 (72} 8070
Currency options bought 7 654 = =
Other derivatives - - {7 84
Total 81 10258 {157) 11 470

{1 ncludedin other curent financd assets and other financial labdities in the conselidated statement of finandal position.
{21 mncludes the gross armsunt of all netional values for contracts that have not yet been settled or cancelled, The amount of notional vakee cutstanding is not necessarily 3 measure or indication

of market risk a5 the exposure of certain contracts may be offsel by that of other contracts,
{3) Crostecureincy swaps have been desipnated partly a5 Fair value hedges and partly a3 cash flow hedges,
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26. Share-based payments

The Group has several equity-based incentive programs for executives and other eligible employees. The programs consist of
perfarmance share plans, restricted share plans and employee share purchase plans. The equity-based incentive grants are generally
canditional an continued employment as well as the fulfillment of the performance and other conditions determinad in the ralevant plan
rules, In 2020, the share-based payment expense, including sccial security costs, for all equity-based incentive grants in the cansolicdated
income statement amounts to EUR 76 million (EUR 77 million in 2019 and EUR 62 million in 2018).

Active share-based payment plans by instrument

Performance shares Restricted shares
Murmbor of Weighted average grant Mumber of Weighted average grant
performance shares date fair value restricted shares date falr value
outstanding at tarpet EUR!M cutstanding ELRI®
As of January 1, 2018 60516 243 5 568 702
Granted 36943 251 4,39 1479 350 4,47
Forfeitad {4 146 246) (1431215)
Vested? {10168 717) {2 034 789)
As of December 31, 2018 83 143 531 3 582 048
Granted 31979747 4,02 2 060 342 &8
Forfeited 4 964 055) 1451 540]
Vested?! 118 933 700) {1915 675]
As of December 31, 2019 91 225 523 3275175
Granted 3B 753 394 2.63 3830700 3.06
Forfeited (4 752 172) (1 100 107)
Vested? {25 754 552) {1478 175)
As of December 31, 2020/ 99 472 193 4 527 593

{1} The fair values for the 20717-2019 performance shares and all restricked shares ave estimated based on the grant date market price of the Nokia share less the present value of dividends
engected b be pad during the vesting period, The fair value for the 2020 perforrmance shaces is estimated based on the drvidend-adjusted price of the Nokia share at the settlement date
of the plan and the target payout levels

{21 Vested performance shares at targe t are multiplied by the confirmed payout (% of target] to calouate the total number of Nokia shares settlement,

13) Inchudes 31 549 004 performance shares for the Performance Share Plan 2018 and 380 567 Restricted Shares that wested on January 1, 2021,
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Performance shares

In 2020, the Group administered four global performance share plans, the Performance Share Plans of 2017, 2018, 2019 and 2020.
The performance shares represent a commitment by the Group to deliver Mokia shares to eligible participants at a future point in time,
subject to the fulfillment of predetermined criteria.

The 2020 Performance Share Plan is a three-year plan where the Group's actual total shareholder return ["TSR") is compared to the target
TSR to determine the number of Nokia shares that will be delivered at settlement. TSR is calculated based on the growth in the Nakia
share price plus any dividends paid during the plan period, The 2020 Performance Share Flan does not include a minimum payout guarantee,

Global performance share plans as of December 31, 2020:

Performance shares Confirmed payout Performance Restriction Settlement
Plan outstanding ot target (% of target] parad poriad Yy ar
2017 - 29 2017-2018 2019 2020
2018 31 549 004 57 2018-2019 2020 2021
2019 29 358 795 - 2019-2021 MAA 2022
2020 38 564 394 - 2020-2023 R/ A 2023

For the 2017, 2018 and 2079 performance share plans, the number of performance shares at target is the amount of performance
shares granted to an individual that will be settled if the target performance, with respect to the perfarmance criteria, is achieved.
Any additional payout beyond the minimurm amount will be determined based on the financial performance against the established
performance criteria during the applicable performance periods. At maximum performance, the settlement amounts to two times the
amount at target. Until the Nokia shares are delivered, the participants do not have any sharehalder rights, such as voting or dividend
rights, associated with the performance shares. The performance share grants are generally forfeited if the employment relationship
with the Group terminates prior to vesting.

The 2019 performance share plan has a three-vear performance period (2019-202 7). The number of performance shares to be
settled would be determined with reference to the performance targets during the performance period. Under the 2019 performance
share plan, the performance criteria are: earnings per share [diluted), free cash flow and revenue relative to market (market share),
The criteria exclude costs related to the acquisition of Alcatel-Lucent and related integration, goodwill impairment charges, intangible
asset amartization and other purchase price fair value adjustments, restructuring and associated charges and certain ather items.

The Performance Share Plan 2019 includes a minimum payout guarantee for performance shares granted to non-executive
participants, such that 25% of the performance shares granted will settle, regardless of the satisfaction of the applicable performance
criteria. Performance shares granted to executive participants under the Performance Share Plan 2019 do not include a minimum
payout guarantee.

Restricted shares

In 2020, the Group administered four global restricted share plans: The Restricted Share Plans 2017, 2018, 20119 and 2020. Restricted
shares are granted on a limited basis for purposes relsted to retention and recruitment of individuals deemed critical to the Group's
future success. The vesting schedule for the plans follow a tranche vesting schedule whereby each plan vests in three equal tranches
on the first, second and the third anniversary of the award subject to continued employment with the Group. Restricted Share Plan
participants do not have any shareholder rights, such as voting or dividend rights, until the Nokia shares are delivered. The restricted
share grants are generally forfeited if the employment relationship with the Group terminates prior to vesting of the applicable tranche

or tranches,

Employee share purchase plan

The Group offers a voluntary Emplayee Share Purchase Plan to its employees. Participating employees make contributions from their net
salary to purchase Mokia shares an a monthly basis during a 12-month savings period. The Group intends ta deliver one matching share
for every two purchased shares the employee holds as of the end of the Plan cycle. In 2020, & 340 859 matching shares were issued as

a settlement to the participants of the Employee Share Purchase Plan 2019 (4 524 101 matching shares issued under the 2018 Planin
2019 and 3 980 286 matching shares issued under the 2017 Flan in 2018l
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Legacy equity compensation programs

Stock options

In 2020, the Group no longer administered any global stock option plan. The last stock option plan administered by the Group was the
Stack Option Plan 2011. The last stock options under this Plan were granted in 201 3. The final subscription period ended aon December
27, 2019, Each stock option entitled the holder to subscribe for one new Mokia share, The stock options were non-transferable and could
be exercised for shares only. Shares were eligible for dividends for the financial year in which the share subscription took place. Other
shareholder rights commenced on the date on which the subscribed shares were entered in the Trade Register. The stock option grants
were generally forfeited if the employment relationship with the Group was terminated.

Reconciliation of stock options outstanding and exercisable:

Dutstanding Exercisable

Weiphted Welghted Welghted

average exerclse average share averape exereclse

Hurmber price price Humber of price

of shares EUR EUR aptions ELUR

As of January 1, 2018 447 500 2.07 447 500 2.07
Exercised 14624 500) 2.06 5.07

As of December 31, 2018 23 000 2.35 23 000 2.35
Exercised {23 000) 2.35 5.34

As of December 31, 2019 - - - -
As of December 31, 2020 - - = =

27. Pensions and other post-employment benefits

The Group maintains a number of post-employment plans invarious countries including bath defined benefit and defined contribution
plans. The Group's defined benefit plans comprise significant pension pragrams and schemes as well as material other post-employment
benefit plans providing post-employment healthcare and life insurance coverage to certain employee groups. Defined benefit plans
expose the Group to various risks such as investment risk, interest rate risk, life expectancy risk, and regulatory/compliance risk, The
characteristics and extent of these risks vary depending on the legal, fiscal, and economic reguirements in each country. The amount
recognized in the consaolidated income statement related to defined benefit plans was EUR 153 million (EUR 31 millignin 2019 and

EUR 234 million in 2078).

The Group also participates in defined contribution plans, multi-employer and insured plans for which the Group contributions are
recognized as expense in the consolidated income statement in the pericd to which the contributions relate. In a defined contribution
plan, the Group's legal or canstructive abligation is limited to the amount that it agrees to contribute to the fund. The amount
recognized in the consolidated income statement related to defined contribution plans was EUR 209 million (EUR 220 million in 2019
and EUR 246 millionin 20180

Defined benefit plans

The total net defined benefit asset is EUR 992 million (EUR 487 millicn net defined benefit asset in 2019) consisting of net pension and
other post-employment benefit liabilities of EUR 4 046 million (EUR 4 343 million in 20119) and net pension and other post-employment
benefit 2assets of EUR 5 038 million (EUR 4 830 million in 2019,

The Group's most significant defined benefit pension plans are in the United States, Germany, and the United Kingdom. Together they
account for 91% (92% in 2019 of the Group's total defined benefit obligation and 91% (91% in 2019} of the Group's total plan assets.

The defined benefit obligations, the fair value of plan assets, the effects of the asset ceiling and the net defined benefit balance as of
December 31:

2020 20139

Defined Het defined Defined Het defined

benefit Fair value Effiects of benefit benefit Fair walue Effiects of benefit
EURm ablipation of plan assets amset ceiling balancs ciligatien of plan asscts asset ceiling balance
United States' {17 3790 20328 11125} 1824 118 774) 21023 {1975l 1274
Germany (2 847) 1244 = {1 603) {2 808} 1232 . {1576
United Kingdam (1237) 1716 - 485 111471 1612 - 465
Other (2 D&4) 2 400 {70} 286 {2 051} 2 430 155] 324
Total {23 501) 25 6B8 {1185) 992 {24 780) 26 297 {1030} 487

{1} The comparative amaunts for defined benefit obligation and fair value of plan assets have been changed for 20019 by BUR 117 million to reflect the December benefit payrments paid out
¥ January.

HOKIA M 2020 165




Notes to consolidated financial statements continued

United States

The Group has significant defined benefit pension plans and a significant post-employment welfare benefit plan (Opebl providing post-
employment healthcare benefits and life insurance coverage in the United States. The pension plans include both traditional service-
based programs as well as cash-balance plans. Salaried, non-union-represented employees are covered by a cash-balance program. All
other legacy programs, including legacy service-based programs, were frozen by December 31, 2008, For former employees wha, when
actively employed, were represented by a unign, the Group maintains two defined benefit pension plans, both of which are traditional
service-based programs. The larger of the two, which represents 98% of the obligation, is a closed plan. The post-employment plans
provide welfare benefits for certain retired former employees. Pursuant to an agreement with the Communications Workers of America
{CWAJ and the International Brotherhood of Electrical Workers {IBEW) unions, the Group provides post-employment healthcare benefits
and life-insurance coverage for employees formerly represented by these two unions. That agreement was renewed in 2020 and the
cantract expires on December 31, 2027.

Germany

The Group maintains two primary plans in Germany which cover the majority of active employees: the cash-balance plan
Beitragsorientierter Alterversorgungs Plan [BAP) for the Group's former Mokia employees and a similar cash-balance program

[AVEK Basis-/Matchingkonto) for the Group's former Alcatel-Lucent employees. Individual benefits are generally dependent on eligible
compensation levels, ranking within the Group and years of service, These plans are partially funded defined benefit pension plans, the
benefits being subject to a minimum return guaranteed by the Group. The funding vehicle for the BAP plan is the NSN Pension Trust e.V.
The trust is legally separate from the Group and manages the plan assets in accordance with the respective trust agreements.

All other plans have been frozen or closed in prior years and replaced by the cash-balance plans. Benefits are paid in annual installments,
as monthly retirement pension, ar as a lump sum on retirement in an amount equal to accrued pensions and guaranteed interest.

United Kingdom

The Group maintains one primary plan in the UK, "Nokia Retirement Plan for former NSM & ALU employees”, which is the result of the
2019 merger of the legacy Mokia plan where the plan was merged and members’ banefits were transferred to the legacy Alcatel-Lucent
plan. The combined plan consists of both money purchase sections with Guaranteed Minimum Pension (GMP] underpin and final salary
sections. All final salary sections are closed to future benefit accrual: the legacy Nokia plan closed an April 30, 2012 and the legacy
Alcatel-Lucent plan on April 30, 2018, Individual benefits for final salary sections are dependent on eligible compensation levels and years
of service, For the money purchase sections with GMP underpin, individual benefits are dependent on the greater of the value of GMP at
retirement date or the pension value resulting from the individual's invested funds. The Trust manages all investments for the combined
pension plan.

Impact on the consolidated financial statements
Movements in the defined benefit obligation, fair value of plan assets and the impact of the asset ceiling
The mavemnents in the present value of the defined benefit abligation for the years ended December 31:

2020 2019
United 5tates United States Other United States United States Other

EURMm pension Opeb pension Total Pension!t Opeb pension Total
As of January 1 {16 449) (2325) (6006) (24 780) {16 0B6) {2384) ({5609) (24079)
Current service cost {118} - [93]) {211} {:13] - (871 {1531}
Interest expense {375) {54) (83 (512} {553} {79) (121 {7331
Past service cost'?! (55]) 89 29 63 (46} 167 19 140
Settlemeants - - 10 10 - - 149 149
Total {548) 35 (1371 (E50) {B65] 88 {400 {617}
Remeasurements:

Gainf{loss) from change in

demographic assumptions 202 20 66 288 759 49 5 813
{Lossl/gain from change in financial
assumplions {1427) {203) (377 {2 007} {16771 {231} [483) {2 391}

Experience gain/iloss] 30 85 (15} 100 37 39 {51 71
Total {1195) 198) {326} {1619} {881} 1143) [483) [1 507}
Translation differences 1451 196 125 1772 1335) 153) {92) (4800
Contributions from plan participants - 192) [29) (1211 - {105} [25) {1300
Benefits paid 1 401 260 245 1 906 1518 784 247 2044
Other - 115l ] ] - 12} 1 (11}
Taotal Z 852 349 347 3 548 1183 114 126 1423
As of December 31 {15 340) (2039) (6122) (23 501) {16 449) {2325) (6006) (24 780)

(1) The comparative amaounts for defined benefit obligation and fair value of glan assats have been changed for cpening balance of 2019 by EUR 124 milion and for ending balance of 2019 by
EUR 117 million ke reflect the December benefit payrments paid out m Januany.

(2] Consstsof curtailnent due to global restructuring. spedal terménation benefits for certain US employees and extension of US retiree healthcare benefits refated bo US union negotiations for
ferrmedy represented emplayees,

Present value of obligations includes EUR 16 959 million [EUR 17 899 miillicn in 2019 of wholly funded obligations, EUR 5 412 million
{EUR 5 660 million in 2019) of partly funded cbligations and EUR 1 130 million {EUR 1 227 million in 20193) of unfunded abligations.
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The mavernents in the fair value of plan assets for the vears ended December 31:

Financial statements

2020 2019
United States United Statos Other United States United States Other

EURm pension Opeb pensian Total Pension'!! Opib pension Tetal
As of January 1 20 560 464 5273 26 297 19 343 397 4 863 24 603
Interest income 480 8 i 565 674 11 108 793
Administrative expenses and interest

on asset ceiling {19) 7 26) {18} {7 125h
Settlements = = (15) {15) = - [158) {158)
Total 461 8 55 524 BL6 11 {57) 610
Remeasurements,

Return an plan assets, excluding

amounts included in interest
income ? 227 16 233 ? 476 1834 43 414 2 291

Tatal 2227 16 233 Z 476 1834 43 474 Z 291
Translation differences [1832) [&41) (139] [2012) 386 g 111 506
Contributions:

Employers 26 [ &7 99 27 14 57 98

Flan participants - 92 29 121 105 25 130
Benefits paid {1 407) (2600 {152] 11813) 11 518) 1284} (139) (19470
Section 420 Transfer®® 11600 160 - = (169} 169 - -
Other {12) 14 16] (&) 7l - {1 =
Total [3 379) [29) (201) {3 609) 11273 13 53 [1207)
As of December 31 19 869 459 5 360 25 688 20 560 464 5273 26 297

11} The cormparative dmeunts bor defined benefit obligation aod Fair value of plan ssets hive been dhanged for cpening baance
EUR 117 rrillion ko reflect the December benefit payments paid cutin January.
{21 Section £20 Transfer. Refer to ‘Fulure cash Aows’ section below.

of 2019 by EUR 124 milion and for ending balande of 2019 by

The mavements in the impact of the asset ceiling limitation for the years ended December 31:

2020 2019
United States United States Other United States United States Cthier
EBRm ' _pension Opeb  pensien __ Tatal pension Opeb  pension Tatal
As of January 1 {975) - {55) {1030) {573) - {54) {627)
Interest expense 27 - - (27 (24 = - {24}
Remeasurements;
Change in asset ceiling, excluding
amounts included in interest expense (216) - {17} {233) {3700 - - (3700
Translation differences 93 - i 95 {8 - 1) ]
As of December 31 {1125) = {70} {1195) {875) = {55) {1030}
Met balances as of December 31:
7 2020 2018
United States  United States  Other ‘United States United States Other
3L P _Opab __ puron EOTRL pension Opeb _ pension il
As of December 31 3 404 {1580) {832) 992 3136 {1861) (788) 487
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Notes to consolidated financial statements continued

Asset ceiling limitation

The Group may recognize the surplus of a pension plan to the amaunt of economic benefit that the entity can realize, either through a
refund or as a reduction in future cantributions. The maost significant limitation of asset recognition for the Group is from the overfunded
US farmerly union represented pensicn plan. All other countries where asset celling limits apply are not considered material. Movements
in asset ceiling mitation are recagnized directly in the consolidated statement of comprehensive income, excluding amounts included

in interast expense. The Group recognized an asset ceiling limitation in the amount of EUR 1 195 million (EUR 1 030 million in 2019).

Recognized in the income statement
Recognized in the consclidated income statement for the years ended December 31:

EURM 2020 2018 2018
Current service cost' 211 153 163
Past service cost™ 163] {1400 52
Met Interest™! - 9 15
Settlements 5 2] -
Other - - &
Teotal 153 31 234

(1) Inchuded in operating expenses within the consclidstedincome statement.
(2] mcludedin financial expenses within the consolidated income Latement,

Recognized in other comprehensive income
Recognized in other comprehensive income for the years ended December 31:

EURMm 2020 2019 2018
Return on plan assets, excluding amounts included in interest income 2 476 2291 [987)
Gain from change in demographic assumptions 288 813 80
{Loss)/gain from change in financial assumptions {2 007} 12 391} 1298
Experience gain 100 71 79
Change in asset ceiling, excluding amounts included in interest expense [233) (370 (82)
Taotal 624 414 388

Actuarial assumptions and sensitivity analysis

Actuarial assumptions

Assumptions regarding future mortality are set based on actuarial advice in accordance with published statistics and experience in
each country.

The discount rates and mortality tables used for the significant plans:

2020 2019 2020
Discount rate % Martality table
Pri-2012 w/MP-2020
United States 1.9 2.8  mortality projection scale
Germany 0.4 08 Heubeck 2018G
United Kingdam®™ 1.3 1.9 CMI 2019
Total weighted average for all countries 1.7 2.5

(1) Tables are adfusted with 1.5% long-term rate of improvement.

The principal actuarizl weighted average assumptions used for determining the defined benefit obligation:

W% 2020 2019
Discount rate for determining present values 2l 2.5
Annual rate of increase in future compensation levels 1.9 1.8
Pension growth rate 0.3 0.3
Inflation rate 1.8 1.9
Healthcare costs trend rate assumed for next year™ 4.9 6.1
Healthcare cost trend rate assumed for next year [excluding post-employment dental benefitsi™ 5.0 6.2
Terminal growth rate!” 4.4 4.4
Year that the rate reaches the terminal growth value' 2028 2028
Weighted average duration of defined benefit obligations 11 yrs 10 yrs

(1] Acluarial assumptions used for determining the defined benefit cbligation - United States.
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Sensitivity analysis

When calculating the sensitivity of the defined benefit abligatian to significant actuarial assumptions, the present value of the defined
benefit obligation is calculated using the projected unit credit method. The sensitivity analyses are based on a change in an assumption
while holding all other assumptions constant and may not be representative of the actual impact of changes. If mare than one
assumption is changed simultaneously, the combined impact of changes would not necessarily be the same as the sum of the individual
changes, If the assumptions change to a different level compared with that presented, the effect on the defined benefit abligation may
not be linear. Increases and decreases in the principal assumptions, which are used in determining the defined benefit abligation, do not
have a symmetrical effect on the defined benefit obligation primarily due to the compound interest effact created when determining the
net present value of the future benefit.

The sensitivity of the defined benefit obligation to changes in the principal assumptions:

Incresss in assumption™ Diecrease in sssumption'™'

N Change in assumption EWRm EURm

Discount rate for determining present values 1.0% 2 240 12 749)
Annual rate of increase in future compensation levels 1.0% (127 111
Pensicn growth rate 1.0% {557} 438
Inflation rate 1.0% {296) 501
Healthcare cost trend rate 1.0% 120 19
Life expectancy 1 year {S78) 908

{1} Positive movement indicates a reduction in the defined benefit obligation; anegative movement indicates an increase in the defined benefit oldigation.

Investment strategies

The overall pension investment objective of the Group is to preserve or enhance the pension plans’ funded status through the
implementation of an investment strategy that maximizes returnwithin the context of minimizing funded status risk. In formulating the
asset allocation for the plans, multiple factors are cansidered, including, but not limited to, the long-term risk and return expectations
for a variety of asset classes as well as current and multi-year projections of the pension plans’ demographics, benefit payments,
contributions and funded status. Local trustee boards are responsible for conducting Asset-Liability studies, when appropriate;
overseeing the investment of plan assets; and monitering and managing associated risks under company oversight and in accardance
with local law, The results of the Asset-Liahility framework are implemented on a plan level,

The Group's pension investment managers may use derivative financial instruments including futures contracts, forward contracts,
options and interest rate swaps to manage market risk. The performance and risk profile of investments is regularly monitored on a
standalone basis as well as in the broader portfalio context. One risk is a decline in the plan's funded status as a result of the adverse
performance of plan assets and/or defined benefit cbligations. The application of the Asset-Liability Model study focuses on minimizing
such risks,

Disaggregation of plan assets

2020 ) 2019
EURm Quated Unguated Tatal % Quoted Unguated Tatal %
Equity securities™ 1198 110 1308 5 1039 114 1133 4
Fixed income securities 18 666 139 18 805 73 19 294 133 19 427 T4
Insurance contracts - 793 793 3 - 841 841 3
Real estatel! 101 1094 1195 5 103 1095 1198

Short-term investments™&! 738 173 911 4 902 75 977

Private equity and other 130 2 546 2676 10 131 2570 270 10
Total 20833 4855 25688 100 21469 4828 26 297 100

11} The comparative ameounits for 201 2 have been changed toreflect arevised dassification within one pension trust 35 follows: quobed equity securities increased by EUR 76 million, ungusted
equily securibies increased by EUR 114 million, unquobed fixed income secuities noreased by EUR 20 milion, quoted real estate incressed by EUR 103 milion, unquoted real estate decreased
by EUR 340 rivllicey and guoted short-term investrments increased by EUR 27 rilion,

{21 The comparative amounts for defined benefit obligation and fair value of plan assets have bean changed for 2019 by BJR 117 million to reflect the December benefit payments paid out
" Janury,

Most short-term investments including cash, equities and fixed-income securities have quoted market prices in active markets. Equity
securities represent investments in equity funds and direct investments, which have quoted market prices in an active market. Fixed
income securities represent investments in government and corporate bonds, as well 2s investments in bond funds, which have quoted
market prices in an active market. Fixed income securities may also comprise investments in funds and direct investments. Insurance
cantracts are customary pension insurance contracts structured under domestic law in the respective countries. Real estate investments
are investments in commercial properties or real estate funds which invest in a diverse range of real estate properties. Short-term
investments are liquid assets or cash, which are being held for a short period of time, with the primary purpose of contralling the tactical
asset allocation. Private equity and other includes commuodities as well as alternative investments, including derivative financial instruments.
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United States plan assets
United States plan asset target and actual allocation range of the pension and Opeb trust by asset category as of December 31, 2020:

Penslon tarpet Percontage of Opeb Percentape of post-
S allecation range plan sssets tarpet dlocation employment plan assets
Equity securities 0-6 3 &7 4T
Fixed income securities I7-87 80 15 15
Real estate 4-8 5 - -
Short-term investments - - 38 38
Private equity and other 6-13 12 - -
Total 100 100 100 100

The majority of the Group's United States pension plan assets are held in a master pension trust. The Opeb plan assets are held in two
separate trusts. The Pension & Benefits Investment Committee formally approves the target allocation ranges every few years on the
completion of the asset-liability study by external advisors and internal investment management. The overall United States pension plan
asset portfolio, as of December 31, 2020, reflects a balance of investments split of approximately 20/80 between equity, including
alternative investrments for this purpose, and fixed income securities.

Future cash flows

Comtributions

Group contributions to the pension and other post-employment benefit plans are made to facilitate future benefit payments to plan
participants. The funding policy is to meet minimum funding requirements as zet forth in the employee benefit and tax laws, 2= well as
any such additional amounts as the Group may determine appropriate. Contributions are made to benefit plans for the sole benefit of
plan participants. Employer contributions expected to be paidin 2021 total EUR 83 million.

United States pension plans

Funding methods

Funding requirements for the three United States qualified defined benefit pension plans are determined by the applicable statutes,
namely the Emplayee Retirement Income Security Act of 1974 (ERISA], the Internal Revenue Code of 1986, and regulations issued by
the Internal Revenue Service [IRS). In determining funding requirements, ERISA allows assets to be either market value or an average
value over a period of time; and liabilities to be based on spot intarest rates or average interest rates over a period of time, For the
non-represented, represented and formerly represented pension plans, the Group does not foresse any future funding requirement
far regulatory funding purposes, given the plans' asset allacation and the level of assets compared to liabilities.

Post-employment healthcare benefits for both non-represented and farmerly union represented retirees are capped for those who
retired on or before March 1, 1990. The benefit obligation associated with this group of retirees is 94% of the total United States retiree
healthcare obligation as of December 31, 2020. The US government's Medicare program is the primary payer for those aged 65 and
older, comprising almaost all uncapped retirees,

Section 420 transfers

Section 420 of the U.S. Internal Revenue Code [Section 4200 allows for the transfer of pension assets in excess of specified threshalds
above the plan's funding obligation lexcess pension assets) to a retiree health benefits account, a retiree life insurance account, or both,
maintained within the pension plan and to use the assets in such accounts to pay for, or to reimburse the employer for the cost of
providing, applicable health or life insurance benefits, each as defined in Section 420, for retired employees, and with respect ta health
benefits, their spouses and dependents. Employers making such transfers are required to continue to provide healthcare benefits or

life insurance coverage, as the case may be, for a certain period of time [cost maintenance period) at levels prescribed by regulations.

For retirees who, when actively employed, were represented by the CWA or the IBEW, the Group expects to fund the entire current retiree
healthcare and group life insurance obligations with Section 420 transfers from excess pension assets in the formerly represented
pension plan. This is considered as a refund from the pension plan when setting the asset ceiling. For retirees who were not represented
by the CWA or IBEW {non-represented retirees), the Group expects to be able to fund some portion of the current retiree group life
insurance abligation with Section 420 transfers from excess pension assets in the non-represented pension plan, Section 420 is currently
set to expire on December 37, 2025.
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Benefit payments
The fallowing table summarizes expected benefit payments from the pension plans and other post-employment benefit plans until 2030.
Actual benefit payments may differ from expected benefit payments.

Direct benefit payments

US Pensicn U5 Opel Other countries Total

Farrmerly union Hon-union
EURm Managsnne it Deeupational Suppl eme ntal plans represented reprosented
2021 1061 264 23 111 50 288 1797
2022 941 224 23 1M 51 272 1612
2023 900 212 22 87 52 329 1602
2024 860 199 22 73 52 283 1489
2025 819 187 21 63 53 280 1433
2026-2030 3526 761 97 298 269 1489 6 440

Benefits are paid from plan assets where there is sufficient funding available to the plan to cover the benefit obligation. Any payments
in excess of the plan assets are paid directly by the Group. Direct benefit payments expected to be paidin 2021 total EUR 97 million.

28. Accrued expenses, deferred revenue and other liabilities

Mon-current

EURm 2020 2019
Deferred revenue 460 615
Salaries, wages and social charges 45 45
Other 36 52
Total 541 712
Current

EURm 2020 019
Deferred revenue ™ 155 155
Salaries, wages and social charges 1362 1236
VAT and other indirect taxes 337 359
Discount accruals' 747 385
Accrued expenses related to customer projects 475 496
Other 645 692
Total 3721 3323

{10 Mon-turrent deferred revenue of BUR S60 milkon (EUR 615 rillion in 2019] and current deferred revenue of BUR 155 wilkon EUR 155 rallion in 2019] relates to an (P licensing contract which
wis determined bo be 3 completed contrat a5 defined in the trarmiton guidance of IFRS 15, Revenue from Coatracts with Custormens,
12) Discount accruals represent customer credits without any outstanding future performance obligations.

Other accruals include accrued logistics, research and development, IT, interest and royalty expenses, as well as various amounts that are
individually insignificant.
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29. Provisions

Project Divestment-  Materdal

EURmM Restructuring  Warranty  Litigation  Enwironmental losses related  liability Dther Total
As of January 1, 2020 377 167 75 127 50 51 81 281 1209
Translation differences i2) - (8} {7 {2 = il 134} 154)
Reclassification - - - - - - - g 8
Charged to income statement:

Additions 503 201 25 7 244 - 143 54 1177

Reversals (49) {23 i6] - i2) {2 {561 (43} (181]
Total charged to income statement 454 178 19 7 242 2] 87 11 996
Utilized during year™ [388) (125) 13) (14) [14) - {1371 (36) (B27)
As of December 31, 2020 441 220 73 113 276 49 130 230 1532
Mon-current 263 20 14 88 161 43 33 114 736
Current 178 200 59 25 115 & a7 116 796

{1 The wtilization of restructuing provsion includes items ransferred to acorued expenses, of which EUR 81 million rernained in acerued expences as of December 31, 2020,

Restructuring provision

The Group provides for the estimated cost to restructure when a detailed formal plan of restructuring has been completed, appraved by
management, and announced, Restructuring costs consist primarily of personnel restructuring charges. The ather main components are
costs associated with exiting real estate locations, and costs of terminating certain other contracts directly linked to the restructuring.
As of December 31, 2020, the restructuring provision amounted to EUR 441 million including personnel and other restructuring costs,
The provision consists primarily of amounts related to the announcements made by the Group on April 6, 2016 and October 25, 2018.
The majority of the restructuring cash outflows is expected to occur over the next two years,

Warranty provision

The Group provides for the estimated liability to repair or replace products under standard warranty at the time revenue is recognized.
The provision is an estimate based on historical experience of the level of repairs and replacements. Cash outflows related to the
warranty provision are generally expected to occur within the next 18 manths.

Litigation provision

The Group provides far the estimated future settlements relatad to litigation based on the probable cutcome of the claims.

Cash outflows related to the litigation provision are inherently uncertain and generally accur aver several periods. For a presentation
of certain legal matters potentially affecting the Group, refer to Mote 30, Commitments, contingencies and legal proceedings.

Environmental provision

The Group provides for estimated costs of environmental remediation relating to soil, groundwater, surface water or sediment
contamination when the Group becomes obliged, legally or constructively, to rectify the environmental damage, or to perform restorative
work, The environmental provision includes estimated costs to sufficiently clean and refurbish contaminated sites, to the extent
necessary and, where necessary, continue surveillance at sites where the environmental remediation exposure is less significant.

Cash outflows related to the erwironmental liability are inherently uncertain and generally occur over several periods.

Project loss provision

The Group provides far cnerous cantracts based an the lower of the expected cost of fulfiling the contract and the expected cost of
terminating the cantract. An onercus contract is a contract in which the unavoidable costs of meeting the obligations under the contract
exceed the economic benefits expected to be received under it. Project loss provisions relate to contracts with customers and are
evaluated at a contract level. The majority of the project loss provision utilization is expected to occur over the next two years.

Divestment-related provision
The Group provides for indemnifications it is required to make to the buyers of its disposed businesses. Cash outflows related to the
divestment-related provision are inherantly uncertain.

Material liability provision

The Group recognizes the estimated liability for non-cancellable purchase commitments for inventory in excess of forecasted
requirements at each reporting date. Cash outflows related to the material liability provision are expected to occur over the next
12 months.

Other provisions

The Group provides far various legal and constructive obligations such as indirect tax provisions, employee-related provisions other

than restructuring provisions and asset retirement obligations. Cash outflows related to other provisions are generally expected to ocour
over the next two yvears,
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30. Commitments, contingencies and legal proceedings

Contractual obligations
Payments due for contractual obligations as of December 31, 2020, by due date:

ELIRm Within 1year  Botween 1and 3 yoars Between 3 and 5 yoars  More than 5 years Total
Purchase obligations' 2 780 155 109 4 3052

(1) Includes inventory purchase obligations, service agreements and outsourcing arrangerments.

Additionally, the Group has committed lease contracts that have not yet commenced as of December 31, 2020. The future lease payments
for these non-cancellable lease contracts are EUR 4 millicn within one year, EUR 71 million within two to five years and EUR 106 million thereafter.
Guarantees and other contingent commitments

EURm 2020 2019
Contingent liabilities on behalf of Group companies

Guarantees issued by financial institutions

Commercial guarantees' 1107 1190
Non-commercial guarantees 450 531
Corporate guarantees™
Commercial guaranteas' 453 969
Mon-commercial guarantees 53 a4
Financing commitments
Custorner finance commitments™ 180 303
Venture fund commitments!* 189 244
Other contingent liabilities and financing commitments'®
Other guarantees and financing commitmeants 11 15

110 noommensal guaranbees, the Groun reports guarantees that are issued in the normal course of business to the Groug's customers for the performance of the Group's obligations under
wupply apreements, nduding tender bonds, performante bonds and warinty bonds,

{21 ncomporate guarantees, the Group reperts guarantees with pamary sbligation that have been issued to the Group's custoemners and other third parties.

{2 Custermir findnog ommitments ar available undir loan facilities regatisted with customsrs, Awilsbility of U facility is depandint upon thi bomowir's continuing complisneg with th
agreed Financial and cperational covenants, and compliance with other administrative terms of the facility, The loan Facilities ane primarily available bo fund capital expenditure relating to
purchases of metwork infrastructure equipment and services, Refier o Note 36, Financial sk management.

{4} A= a limited partner in RGP Capital and certain other funds making technelogy-related investrments, the Groupis committed to capital contributions and enlitled te cash dsiributiens.
according to the respective partnership agreenments and wnderdying fund acbvities.

{51 Other contingint Kabilities and findndng comeitments exchade corenitbed st contricts that hive not yet commended and purchise obligations,

The amounts in the table above represent the maximum principal amount of commitments and cantingencies, and these amounts do
nat reflect management's expected outcomes.

Legal matters

A number of Group companies are and will likely continue to be subject ta various legal proceedings and investigations that arise from
time to time, including proceedings regarding intellectual property, product liability, sales and marketing practices, commercial disputes,
employment and wrangful discharge, antitrust, securities, health and safety, environmental, tax, international trade, privacy matters
and compliance. As a result, the Group may incur substantial costs that may not be covered by insurance and could affect business and
reputation. While management does not expect any of the legal proceedings it is currently aware of to have a material adverse effect
on the Group's financial position, litigation is inherently unpredictable and the Group may in the future incur judgments or enter into
settlerments that could have a material adverse effect anits profitability and cash flows.

Litigation and proceedings

Mass labor litigation in Brazil

The Group is defending against a number of labor claims in various Brazilian labor courts. Plaintiffs are former employees whose contracts
were terminated after the Group exited from certain managed services contracts. The claims mainly relate to payments made under, or in
cannection with, the terminated labor contracts. The Group has closed the majority of the court cases through settlement or judgment.

Asbestos litigation in the United States

The Group is defending approximately 300 ashestos-related matters, at various stages of litigation. The claims are based on premises
liability, products liability, and contractor liahility. The claims also involve plaintiffs allegedly diagnosed with various diseases, including but
not limited to ashestosis, lung cancer, and mesothelioma.

Securities Class Action

A litigation was filed on April 19, 2019, against the Group and certain executives in the United States relating to allegations of the Group
making false and misleading statements and omissions concerning its progress of integration of Alcatel-Lucent, including compliance
practices identified during the integration process and disclosed in the Group's Annual Report an Form 20-F filed on March 21, 2019.
The complaint was subsequently amended to include allegations of the Group making false and misleading statements and omissions
concerning the Group's readiness for the transition to fifth generation wireless technology.
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Intellectual property rights litigation

Daimler litigations

In March 2019, the Group commenced patent infringement proceedings against Daimler in Germany. The Group has asserted ten Mokia
patents relevant to the 3G and 4G cellular standards in three German regional courts against Daimler's connected cars. Two Nokia patents
have been held ta be infringed by Daimler and injunctions granted. The Group has not sought to enforce either of these injunctions and
the litigations, including appeals, remain ongaing. In November 2020, one of the cases was stayed pending a referral to the Court of
Justice of the European Wnion an questions relating to standard essential patent litigation.

Continental US litigation

In May 2019, Continental Automotive Systems filed a lawsuit in the United States against the Group and three other defendants relating
to an alleged breach of FRAND abligations and a refusal to license component suppliers. In September 2020, all antitrust and state law
claims were dismissed in a district court in favour of the Group and other defendants. Continental has filed a notice of appeal.

Lenovo

In September and Octaber 2019, the Group commenced patent infringement proceedings against Lenavo in Germany, India and the
United States, with additional proceedings filed in the US International Trade Commission {USITC) and Brazil in July 2020. Across these
actions, there are 19 Nokia patents in suit, covering video coding technologies used in Lenovo's laptop, PC and tablet products.

In September 2020, a district court in the United States issued an order staying all deadlines until the determination of the USITC
investigation becomes final. In September 2020, a regional court in Germany ruled that Lenovo was infringing one of Mokia's standard
essential patents and issued an injunction. In Dctober 2020, Nokia enforced the injunction against Lenovo. A higher regional court in
Germany stayed that enforcement pending the outcome of the appeal. In December 2020, Lenovao filed an acticn in the United States
against the Group asserting various claims alleging breach of RAND obligations and seeking that these patents be dedlared unenforceable,

31. Notes to the consolidated statement of cash flows

EURmM 2020 2019 2018
Adjustments for'™

Depreciation and amortization 1132 1660 1455

Share-based payments 76 81 68

Impairment charges 246 102 55

Restructuring charges'! 454 397 238

Profit fram nan-current investments {61) 150 {44)
Profit on sale of property, plant and equipment, net (3} {15} {16}
Share af results of associated companies and joint ventures {26) 112) {12}
Financial income and expenses 167 283 232

Income tax expense 3 254 140 64

iGainl/loss on the sale of businesses - {4 24

Other operating income and expenses 28 L5 29

Total 5267 2627 2093

{11 Indudes continang and dscontinued operations.
(2] Adjustrments represent the non-cash portion of the restructuning chargesrecognizedin the consobdated income statement.

The Group had no material nan-cash investing or financing transactions in any of the years presented.
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32. Group companies
The Group's subsidiaries as of December 31, 2020:

Parent  Group ownership

halding Interast

Country of incorparation Company mame £ %
Finland Comptel Communications Oy - 100.0
Comptel Oy - 100.0
Makia Innavations Oy T0H0.0 100.0
Makia Investments Oy 100.0 100.0
Makia Solutions and Netwarks Asset Management Oy - 100.0
Makia Solutions and Metwarks Branch Operations Oy - 100.0
Makia Solutions and Matwarks Oy 1040.0 100.0
Makia Technologies Oy 100.0 100.0
Makia Teknologia Oy 100.0 1000
Vertu Haoldings Oy 100.0 100.0
Afghanistan Mokia Siemens Metwaorks Afghanistan LLC - 100.0
Algeria Makia Siemens Metworks Algérie SARL - 100.0
Angola Alcatel-Lucent Angola, Limitada - 100.0
Argenting Makia Solutions and Netwaorks Argentina 5.4, = 100.0
Armenia Miokia Solutions and Netwarks CJ5C - 100.0
Australia Mesaplexx Pty Ltd - 100.0
Makia Services Limited - 100.0
Makia Solutions and Metworks Australia Pty Ltd - 100.0
Radio Frequency Systems Pty Limited - 50.0
Austria IRIS Telecommunication Austria GmbH - 100.0
Mokia Solutions and Metwarks Holding (sterreich GmbH - 100.0
Mokia Solutions and Metwarks Osterreich GmbH - 100.0
Azerbaijan Maokia Solutions and Metworks Baku LLC = 100.0
Bangladesh Maokia Solutions and Metwarks Bangladesh Limited - 100.0
Belarus Mokia Solutions and Networks LLC B 100.0
Belgium Mokia Bell NV - 100.0
Makia International Belgium BV - 100.0
Benin Alcatel-Lucent Benin SA - 100.0
Bolivia Mokia Solutions and Metwaorks Bolivia S.A. - 100.0
Basnia and Herzegovina Makia Salutions and Netwarks d.0.0, Banja Luka - 100.0
Mokia Solutiens and Metworks d.o.o., Sarajeve - 100.0
Brazil Alcatel Submarine Networks Brazil Ltda, - 1000
Makia Solutions and Networks do Brasil TelecomunicagGes Lida. - 100.0
RFS Brasil Telecomunicacoes Ltda - 0.0
Bulgaria Comptel Communications EQOD - 100.0
Mokia Solutions and Networks EOQOD - 100.0
Cabo Verde Alcatel-Lucent Submarine Metworks [Cabo Verde], Lda - 100.0
Cameraon Saciete de Telecammunicatian Cameraunaise -~ Sotelcam - 996
Canada Makia Canada Inc. - 100.0
Chila Mokia Solutions and Metwarks Chile Ltda. - 100.0
China Alcatel-Lucent Beijing Technalogies Co, Ltd - 50.0
Alcatel-Lucent Shanghai Bell Information Products Co., Ltd. - 50.0
Alcatel-Lucent Sichuan Bell Communication System Co,, Ltd, - 50.0
Hunan Huanuo Technelegy Co. Ltd. = 50.0
Lucent Technaologies Investment Co. Ltd. = 100.0
Lucent Technalogies Nanjing Telecornmunications Ca,, Ltd. - 100.0
Lucent Technologies Optical Metwarks (Chinaj Ltd. = 100.0
Lucent Technalogies Qingdaa Telecommunications Enterprises Co., Ltd. - 100.0
Lucent Technologies Qingdao Telecommunications Equipment, Ltd, - 100.0
Lucent Technalogies Qingdao Telecommunications Systems Ltd. - 51.0
Makia (Shanghail Enterprise Management Co,, Ltd. - 100.0
Mokia Netwerks (Changdul Co,, Ltd, - 50.0
Mokia Shanghai Bell Co., Ltd"" - 50.0
Maokia Shanghai Bell Software Ca., Ltd. - 50.0
Mokia Solutions and Metwarks (Shanghai) Ltd. - 100.0
Makia Solutions and Metwarks (Suzhou) Co., Ltd. - 100.0
Mokia Solutions and Networks (Suzhou) Supply Chain Service Co,, Ltd, - 100.0
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Parent  Group ownership

helding interest
Country of incorporation Company name L) %
Mokia Solutions and Metworks Investmant (China) Co. Ltd. - 100.0
Maokia Solutions and Metwarks System Technology (Beljing) Co., Ltd. - 500
Makia Technologies [Beijing} Co., Ltd. - 100.0
RFS Radio Frequency Systems (Shanghail Co., Ltd. - 50.0
RFS Radio Freguency Systems (Suzhou) Co,, Ltd, - 50,0
Colombia Maokia Solutions and Netwarks Colambia Ltda, - 100.0
Costa Rica Alcatel Centroamerica S.A. - 100.0
Maokia Costa Rica S.A. - 100.0
Croatia Mokia Solutions and Networks d.o.o. - 100.0
Czech Republic Maokia Soluticns and Metworks Czech Republic, sr.o. = 100.0
Denrmark Alcatel Subrmarine Metworks Denmark ApS - 100.0
Mokia Denmark A/S - 100.0
Daminican Republic Maokia Dominican Republic, 545, - 100.0
Ecuador Maokia Solutions and Metwarks Ecuadar 5.4, - 100.0
Egypt Mokia Egypt S.AE - 100.0
El Salvador Mokia El Salvador, 5.4, de CV. - 100.0
Estania Mokia Solutions and Metworks 00 - 100.0
France Alcatel Lucent 5.A.5. - 100.0
Alcatel Submarine Metworks Maring 5.A.5. - 100.0
Alcatel Subrmarine Metworks 5.A.5. - 100.0
Alcatal-Lucent Intarnational, S.A. - 100.0
Alcatel-Lucent Participations Chine 5.A.5. - 100.0
Alcatel-Lucent Participations S.A. - 100.0
Antelac 5.4.5. - 100.0
Camilec 5.4.5. - 100.0
Dixhuitalec S.A.5. - 100.0
Dizneufalec 5.4.5. - 100,0
Electro Finance S.4. - 100.0
Evalium 5.A5. - 100.0
IRIS Telecommunication France SAS - 100.0
Maokia Ball Labs France 5.A.5. - 100.0
Radio Frequency Systams France 5.A.5, - 50.0
Germany Alcatel SEL Unterstiitzungs GmbH = 100.0
ATG Germany GmbH - 100.0
Intallisync Deutschland GmbH = 100.0
IRIS Telecommunication GmbH - 100.0
Mokia Asset Verwaltungsgesallschaft mbH - 100.0
Mokia Display Technics GrabiH i.L. - 100.0
Mokia Electronics Bochum GmbH iL. - 100.0
Makia Kunststafftechnik GmbH [L. - 100.0
Makia Solutions and Metworks GrmbH & Co. KG - 100.0
Mokia Solutions and Metworks International Holding GmbH = 100.0
Makia Solutiens and Networks Management GmbH - 100.0
Mokia Technelogy GmbH = 100.0
Makia Unterstiitzungsgesellschaft GmbH - 100.0
Radio Frequency Systems GrmbH - 50,0
RFS Holding GmbH = 50.0
Greece Mokia Soluticns and Metworks Hellas Single Member 5.4 = 100.0
Guatemala Makia Operations de Guatermala, 5.4, - 100.0
Handuras Makia Solutions and NMetwarks Honduras, 5.A, - 100.0
Hong Kong Alcatel Submarine Netwarks Hong Kang Limited - 100.0
Alcatel-Lucent China Limited - 100.0
Mokia Shanghai Bell {Hong Kongl Limited = 50.0
Mokia Salutions and Networks H.K, Limited - 100.0
CZ Communications HK Limitad - 100.0
Hungary Mokia Solutiens and Netwarks Kft, = 100.0
Makia Solutions and Networks TraffiCOM Kft. - 99.0
India Alcatal-Lucent India Limitad - 100.0
Alcatel-Lucent Managed Solutions India Private Limited - 100.0
C-Dot Alcatal-Lucent Research Centre Private Limited - 51.0
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Parert Group ownership

habding interest

Country of Incorporation Company nanme W %

Comptel Communications India Private Limited - 100.0

Mformation Software Technologies India Pvt Ltd - 100.0

Makia India Private Limited 100.0 100.0

Mokia Solutions and Metwarks India Private Limited - 1000

RFS India Telecom Private Limited - 50,0

Indonasia P.T. Lucent Technologies Network Systems Indonesia - 100.0

F.T. Nokia Solutions and Networks Indonesia - 100.0

Iran Pishahang Communications Networks Developmant Company = 80.0

[Private Jaint Stock)

Ireland Makatus Insurance Company Designated Activity Company [DAC)H 100.0 100.0

Mokia Ireland Limited - 100.0

lsraal Makia Solutions and NMetwarks Ethernet Services Ltd. - 100.0

Mokia Solutions and Netwarks sraal Ltd. - 100.0

Italia Maokia Solutions and Metworks [talia S.p.A. - 100.0

Makia Saolutions and Metwarks 5.p.4, - 100.0

RFS Italia SRL = 50.0

Jamaica Nakia Jamaica Limited - 100.0

Japan Maokia Innovations Japan G.K. - 100.0

Makia Solutions and Matworks Japan G.K. - 100.0

Kazakhstan “Mokia Solutions and Networks Kazakhstan™ LLP - 100.0

Kenya Alcatel-Lucent East Africa Limited - 100.0

Kuwait Makia Solutions and Networks Kuwait Company W.L.L - 49.0

Lac Pecples Democratic Republic  Mokia Shanghai Bell Lac Sole Co. Ltd. - 500

Latvia Mokia Solutions and Netwarks S - 100.0

Liettua UAB Mokia Solutions and Networks - 100.0

Luxembourg Telettra International SA - 100.0

Malaysia Comptel Communications Sdn Bhd - 100.0

Makia Services and Netwarks Malaysia Sdn, Bhd, - 100.0

Mexica Mokia Operations de Méxice 5.4, de CV. - 100.0

Radic Frequency Systems de Mexico S.A. de CV. - 50.0

Maldava “Makia Solutions and Networks” S.RLL. - 100.0

Moracco Mokia Solutions and Networks Morocco SARL - 100.0

Myanmar Mokia Solutions and Metworks Myanmar Limited - 100.0

Metherlands Alcatel-Lucent RT International B.Y. - 50.0

Alcatal-Lucent Services International B.Y. - 100.0

Mokia Solutions and Netwarks BV, - 100.0

Maokia Solutions and Metworks Nederland B.W. - 100.0

SRA Computer C.V. - 100.0

Mew Zealand Mokia Mew Zealand Limitad - 1000

Micaragua Lucent Technologies Micaragua, S.A. - 100.0

Makia Solutions and Metwarks Nicaragua S.A. - 100.0

Migeria Alcatel-Lucent Nigeria Limited - 100.0

Nokia Soluticns and Metworks Nigeria Ltd. - 100.0

Morway Alcatel Submarine Netwarks Morway AS - 100.0

Mokia Soluticns and Metworks Norge AS - 100.0

Pakistan Alcatal-Lucent Pakistan Limited - 90.0

Maokia Solutions and Netwarks Pakistan [Private) Limited - 1000

Paraguay Mokia Paraguay 5.4, - 100.0

Peru Nakia Solutions and Metwarks Peru S.A, - 100.0

Philippines Comptel Palvelut Philippines Inc. - 100.0

Lucent Technalogies Philippines Inc. - 100.0

Maokia Shanghai Bell Philippines, Inc. - 50.0

Naokia Selutions and Netwarks Philippines, Inc. - 1000

Mokia Technology Center Philippines, Inc. - 100.0

Paland IRIS Telecommunication Poland sp. 2 ¢.0, - 100.0

Mokia Solutions and Netwarks Sp. z.0.0 - 100.0

Partugal Alcatel-Lucent Portugal, 5.A, - 100.0

Makia Solutions and Netwarks Portugal 5.4, - 100.0

Puerto Rico Makia Puarto Rico Inc. = 100.0
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Parent

Group cwniership

helding interest
Country of incorporation Company name L) L3
Romania Mokia Metworks S.R.L. - 997
5.C. Datatim SA - 940
Russia Alcatel-Lucent Training Center - 66.0
Mokia Soluticns and Metworks Jeint Stock Company = 100.0
Makia Solutiens and Networks Limited Liability Company - 100.0
000 "RTK - Metwark Technologies” - 49.0
QOO0 alcatel-Lucent RT - 50,0
Saudi Arahia Alcatel-Lucent Saudi Arabia Ca., Ltd. - 100.0
Senegal Maokia West and Central Africa S4 - 100.0
Serbia Mokia Solutions and Metwarks Serbia d.o.o. Becgrad N 100.0
Singapore Maokia Solutions and Metworks Singapore Pte. Ltd, - 100.0
Radio Frequency Systems (5 Pte Ltd - 0.0
Slavakia Maokia Slovakia, A5, - 100.0
Makia Solutions and Netwarks, telekomunikacijske resitve, d.o.ao. = 100.0
South Africa Maokia Solutions and Metworks South Africa Pty. Ltd. - 100.0
Mokia South Africa (Pty) Ltd = 69.9
Radio Frequency Systams [Africal Pty Ltd - 50.0
South Karea Maokia Solutions and Metworks Korea Lid. - 100.0
Spain Makia Spain, 5.4, - 100.0
Makia Transformation, Engineering & Consulting Services Spain 5.L.U. - 100.0
SriLanka Mokia Solutions and Networks Lanka (Private} Limited - 100.0
Sweden Mabile Imaging In Sweden AB i likvidation 100.0 100.0
Mokia Solutions and Metwaorks AB - 100.0
Switzerland Alcatal-Lucent Trade International AG - 100.0
Maokia Solutions and Networks Schweiz AG - 100.0
Taiwan Maokia Solutions and Matworks Taiwan Co., Ltd. - 100.0
Taiwan International Standard Electronics Limited - 60.0
Tanzania Mokia Solutions and Metworks Tanzania Limited - 100.0
Thailand Lucent Technalogies Networks (Thailand} Limited - 270
Makia (Thailand) Co., Ltd. - 100.0
Tunisia Mokia Solutions and Matworks CCC - 100.0
Maokia Soluticns and Matworks Tunisia SA - 1000
Turkey Alcatal Lucent Teletas Telekomunikasyon A5, - 65.0
IRIS Telekomiinikasyon Mihendislik Hizmetleri A.5. - 100.0
Maokia Solutions Matworks llatisim A5, - 100.0
Ukraina Alcatal-Lucent Ukraine SC - 100.0
LLC “Mokia Solutions and Netwerks Ukraina® - 100.0
United Arab Emirates Alcatel Lucent Middle East Marth Africa DMCC - 100.0
Mokia Solutions and Metworks MEA FZ-LLC - 100.0
United Kingdam Alcad Limited - 100.0
Alcatel IP Networks Limited - 100.0
Alcatal Submarine Metworks UK Ltd - 100.0
Alcatel-Lucent Centra Caribbean Halding Limited - 100,.0
Alcatel-Lucent Pension Trustees Limited - 99.0
Alcatel-Lucent UK Limited - 100.0
Apertio Ltd, - 100.0
Comptel Communications Haldings Limited - 100.0
Comptel Communications Limited - 100.0
Epistrophe Limited - 100.0
Europe*Star Limited - 95.0
Invergence Ltd, - 100.0
IRIS Service Delivery UK Ltd - 100.0
Mesaplexx Limited - 100.0
Mokia Solutions and Networks UK Limited - 100.0
Mokia Technologies (UK} Limited - 100.0
Makia UK Limited - 100.0
R.F.5. UK} Limited = 50.0
5TC = 1000
Syrnbian Limited - 100.0
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Parent  Group cwnership

habding interest

Country of Incorporation Coampany nanme W %
United States Alcatel Submarine Networks USA Inc. - 100.0
Alcatel-Lucent Americas Holdings Inc. - 100.0

Alcatel-Lucent International Heldings Inc. - 100.0

Bell Laboratories Inc. - 1000

Elanion Technalogies LLC - 100.0

ETA Devices, Inc. - 100.0

Intellisync LLC 1.0 100.0

Lucent Technalogies GRL LLC = 100.0

Lucant Venture Partnars Inc, - 100.0

MRAC, Inc. - 100.0

Massau Metals Corporation = 100.0

Makia Apps Distribution LLC - 100.0

Maokia Innovations US LLC - 100.0

Mokia Investment Management Corporation # 100.0

Makia of America Corporation - 100.0

Makia US Holdings Inc, - 100.0

Radio Frequency Systems, Inc. - 50.0

SAC AE Design Group, Inc. - 100.0

SAC Wireless of CA, Inc. - 100.0

SAC wiraless, LLC - 100.0

Weastern Electric Company, Inc, - 100.0

Western Electric International Inc. - 100.0

Uruguay Maokia Uruguay 5.4, - 100.0
Uzbekistan Nakia Solutions and Metworks Tashkent LLC - 100.0
Venezuela Alcatel de Venezuela C.A, - 100.0
Miokia Solutions and Metwarks Venezuela C.A - 100.0

Vietnarn Alcatel-Lucent Vietnarn Limited - 1000
Makia Solutions and Netwarks Technical Services Vietnam Company Limited - 100.0

1) Mokia Shanghai Bell Co., Ltd, is the parent comgany of the Nokia Shanghai Bell Group of which the Nokia Growg owns 50% plus one share with China Huasin, an entity controlled by the Chinese
gerernrment, holding the remaining cwnership interests, Refer to Nobe 33, Sipnificant partly-cwned subsidiaries,

The Group's associated companies as of December 31, 2020:

Parent  Group cwnership

holding interest

Country of Incorporation Company name "% L
Finland HMD glabal Qy - 10.10
Austria TETROM Sicherheitsnetz Errichtungs-und BetriebsgmbH - 35.00
China Alcatel Shenyang Telecommunication Co., Ltd. - 27.50
Baijing Wang Muo Xing Yun Technelogy Co., Ltd. - 25.00

Fujian FUND Mabile Communication Technalogy Co.,Ltd - 4500

Mokia Solutions and Metworks Neusoft CommTech Co., Ltd. - 27.00

Shanghai Alcatel Network Support Systems Ca,, Ltd. - 25,50

Zhejiang Bell Technical Co., Ltd. - 20.00

Cuba Copal, S.A. - 49.00
France Cibair S.AS. - 19.00
-V LAB - 40.00

Germany Logistics Warehousing Systems GmbH = 20.00
Hong Kong TD Tech Holding Limited = 51.00
Ireland Tange Telecom Limited - 20.00
Metherlands MobiRail v.OF. - 50.00
Migaria ITT Migaria Limitad - 40.00
Poland Mexera Helding Sp. Z.0.0. = 14.43
Saudi Arabia Mokia Solutions and Metwarks Al-Saudia Co. Limited = 49.00
Singapore Innovis Holdings Pte - 27.30
Turkey Moksel Celik Boru Sanayi A.S. 20.00 20.00
Thales Rail Signalling Solutions 5.L.L. ve Alcatel Lucent Teletas AS. Is Ortakligi - 25.60

United Kingdom Velocix Solutions Limited - 20.00
United States MabileMedia ldeas LLC - 40.00

Mokia Corporation has one branch Nakia Oy, Succursale de Lancy, which is located in Switzerland,
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33. Significant partly-owned subsidiaries

The Group holds an cwnership interest of 50% plus one share in Nokia Shanghai Bell's parent company, Mokia Shanghai Bell Co., Ltd,
{WSB], with China Huaxin Post & Telecernmunication Economy Development Center {China Huaxin) holding the remaining awnership
interests. The Group applied judgment to conclude that it is able to contral MSB based on an assessment of various factors including
the ability to nominate key management personnel, decision-making related to the management of NSB operations and the Group’s
exposure ta variable returns from MSB.

In 2017, the Group entered into a contractual arrangement providing China Huaxin with the right to fully transfer its ownership interest
in MSB to the Group and the Group with the right to purchase China Huaxin's ownership interest in M5B in exchange for a future cash
settlement. To reflact this, the Group derecognized the non-cantralling interest balance related to NSB and recognized a financial liability
based on the estimated future cash settlement.

The financial liability is measured based on the expacted future cash settlement to acquire the non-controlling interest in MSB. The
measurement of the financial liability is complex as it involves estimation of the option exercise price and the distribution of excess

cash balances upon exercise. The Group decreased the value of the financial liability to reflect a change in estimate of the future cash
settlement resulting in the recognition of a EUR 79 million gain (EUR 64 million in 2019 in financial income and expenses, As of December
31, 2020, the expected future cash settlement amaounted to EUR 420 million {(EUR 639 million in 2019).

Financial information for the Mokia Shanghai Bell Grouph!!:

EURm 2020 2019
Summarized income statement
Met sales™! 1376 2013
Operating loss {3) {26}
Loss for the year 114} [47)
Lass far the year attributable ta:

Equity holders of the parent 114} {47}

hon-contralling interests™ - -
Summarized statement of financial position

Man-current assets 577 651
Mon-current liabilities {1500 {192}
Mon-current net assets 427 £59
Current assets'™ 1984 2 669
Current liabilities (1228 116371
Current net assets 756 1032
Met assets'™ 1183 1491

Mon-contralling interests? = =
Summarized statement of cash flows

Met cash from operating activities 189 125
Met cash used ininvesting activities {26} (87
Met cash (used ini/from financing activities'™ {376) 38
Met {decrease)/increase in cash and cash equivalents {213) 76

i

Financial information for the Mokia Shanghai Bel Group is presented before eliminations of intercempany transactions with the rest of the Group but after eliminations of intercompany
transactions between entities within the Nekia Shanghai Bell Group.

(2] ndudes EUR 104 milion (EUR 100 million in 2019] net sales to other Group entities,

(% Based on the contractual arrangement with China Huawsin, the Group does not recognize any non-controlling interest in K58,

{4 Icludes a total of EUR B804 miion (EUR 219 milionin 2019] of cash and cash equivalents and current financial investrments,

(%) The distribution of the profits of N5B requires the passing of a special resolu tion by more than two-thirds of its shareholders, subeet toa requiresnent that at least 50% of the after-tax
distributable profits are distributed as divdends each year.

(6 Includes EUR 144 millen dividend paid ko China Huaxinin 2020,
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34. Invesiments in associated companies and joint ventures

EURm 2020 2019
Met carrying amount as of January 1 165 145
Translation differences {10} 3
Acquisitions and additions' 68 13
Disposals and deductions {7
Impairments'?! (£ (2)
Share of results® 26 e
Dividends 15l i)
Net carrying amount as of December 31 233 165

{11 In 2020, the Group acquired an ownership interestt in HHD gobal Oy as a result of the equity conversion of the comeertible loan. For rore information, refer to Note 35, Related party transactions.
{20 In 2020, impairments and share of results are presented in the share of results of assodated companies and joint ventures ling in the consolidated income statement.

Shareholdings in associated companies and joint ventures comprise investments in unlisted companies,

35. Related party transactions

The Group has related party transactions with pension funds, associated companies and joint ventures, and the management and the
Beard of Directors. Transactions and balances with companies over which the Group exercises control are eliminated on consalidation.
Refer to Mote 2, Significant accounting policies, and Note 32, Principal Group companies.

Transactions with pension funds

The Group has borrowings of EUR 43 million (EUR 69 million in 20191 from Nakia Unterstiitzungsgesellschaft mbH, the Group's German
pension fund, a separate legal entity. The loan bears interest at the rate of 6% per annum and its duration is pending until further notice
by the loan counterparties even though they have the right to terminate the loan with a 90 day notice. In 2020, an amendment in the
loan agreement was reached allowing an off-set to the loan balance of contributions, interest and benefit payments paid. The loanis
included in shart-term interest-bearing liabilities in the consolidated statement of financial position. For mare information on the Group's
pension plans, refer to Mote 27, Pensians and other post-employment benefits,

Transactions with associated companies and joint ventures

EURm i 2020 2079 28
Share of results 22 12 12
Dividend income 5 [ 1
Share of sharehalders' equity 233 165 145
Sales 115 153 167
Purchases (177} {193} (1590
Trade receivables 31 22 58
Trade payables {26} {38) {32}

The Group has a financing commitment of EUR & million (EUR 10 million in 2019 to an associated company.

In 2016, the Group engaged in a strategic agreement with HMD global Oy based on which the Group determined that it exercised significant
influence over HMD global Oy despite holding no voting power init. The agreement covers branding rights and intellectual property licensing
to grant HMD global Oy an exclusive global license to create Nokia-branded mobile phaones and tablets for ten years, In 2019, the Group
granted a convertible loan of EUR 60 million to HMD global Oy containing both a mandatory equity conversion element, as well as a call option
held by the Group, to convert the loan into equity interest in HMD global Oy. In 2020, the Group acquired an ownership interest in HMD global
Oy as a result of the equity corwersion of the convertible loan and recorded an investment in associated companies of EUR 63 million,

Management compensation
Compensation information for the President and CEQ:

Cash Share-

540 incertive based paymaent Pension
EUR salary/fee payments expenses  expenses Total
2020
Pekka Lundmark, from August 1, 2020 541 667 573 068 1063 164 211050 2388 949
Rajeev Suri, until July 31, 20202 759 365 945 697 1276825 341591 3323 478
2019
Rajeev Suri 1 300000 637 163 2 265547 353846 4556556
2018
Rajeev Suri 1050000 873 862 1978268 312607 4214737

{1} Represents the expense for 3l outstanding equity grants recorded during the year.
{21 Upon stepping down from his role a3 CED, the Groug redorded termina bon benefits, EUR 5 122 317, for Rajeey Suri sccording Lo bermms of hig dt agreement.
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Tatal remuneration awarded to the Group Leadership Team for their time as members of the Group Leadership Team:

EURM 2020 28 2018
Short-term benefits 27 24 23
Post-employment benefits! 2 1 1
Shire-based payments 2] 8 &
Termination benefits'” 10 - 5
Total 48 EE] 35
{11 The members of the Group Leadership Team participate in the local retirement programs spplicable to employeesin the country where they reside.
(21 ndudes both kerrnation payments and payrments made under exceptional contractual arrangerments for lapsed equity awards.
Board of Directors’ compensation
The annual remuneration paid ta the members of the Board of Directors, as decided by the Annual General Meetings in the
respective years:
2020 2019 2018
Annual HMeating Shares Annual Meeting Shares Al Meeting Shares
fea!® feesi? recefved! feel™ feos recelved™ feet! feas rece/ved™t
EUR EUR nurnber EUR EUR nurnber EUR EUR number
Sari Baldauf, Chair 440000 5000 48 523 185000 12000 16 261 160 000 - 12636
Kari Stadigh, Vice Chair 185000 11000 20 407 160000 12000 14 063 160 000 10000 12 636
Bruce Brown™® 190000 22 000 20953 190000 27000 16 70O 190000 24000 15005
Thomas Dannenfeldt’®! 175000 - 19299 - - - - - -
leanette Horan®' 175000 20000 19299 175000 22000 15382 175000 20000 13820
Louis R. Hughes - - - - 22000 - 175000 24000 13820
Edward Koze[She! 195000 17 000 21 504 195000 20000 17 140 195000 22000 15400
Jean C. Monty - - - - - - - 14000 -
Elizabeth Melson'® 175000 17 000 19299 175000 25000 15 382 175000 17000 13820
Olivier Picu - 11000 - 175000 14000 15 382 185000 11000 14610
Risto Siilasmaa - - - 440000 - 3B 675 440 000 - 34749
Saren Skau 160000 11 000 17 644 160 000 - 14 063 - - -
Carla Smits-Nusteling®! 190000 17000 20953 190000 20000 16 700 190000 16000 15005
Total 1885 000 131000 2 045 000 174 000 2 045 000 158 000

(1] Anrwal fees consist of Boand inember fees and Commallee chair and merber lees.

(21 Meeting fees indude all meeting fees paid for the term that ended at the Annwal General Meeling held on May 27, 2020, and meeling fees aconued and paidin 2020 for the tern that began at the

S3MRE Meekng.

{3 Apprommately 40% of each Board member's amual compensation is paid in Nokia shares porchased froen the market, and the remaining approarmately 50% s pad in cash.

{41 Annual fees indude EUR 30 000 for Bruok Brown 4 Chiir of the Personnel Comrmittes.

(5] Annual fees indede EUR 30000 for Carla Smits-Musteling as Chair and EUR 15 000 for Thomas Dannenfeld, feanette Horan, Edward Eozel and Bizabeth Relson as members of the

Audit Commitiee,
(6 Annual fiees indluede EUR 20000 for Edward Kozel a5 Chair of the Technology Cormities,

Transactions with the Group Leadership Team and the Board of Directors

Mo loans were granted to the members of the Group Leadership Team and the Board of Directors in 2020, 2019 ar 2078.

Terms of termination of employment of the President and CEQ

Rajeev Suri stepped down from his position as President and CEQ on July 31, 2020, Mokia's Board of Directors appointed Pekka Lundmark

as President and CEQ of Nokia and he started in his new role on August 1, 2020.

The Prasident and CED, Pekka Lundmark, may terminate his service agreement at any time with 12 months' prior notice, The President
and CED would efther continue to receive salary and benefits during the notice pericd or, at Mokia's discretion, 3 lump sum of equivalent
value, Additionally, the President and CEQ would be entitled to any short- or long-term incentives that would normally vest during the

notice period. Any unvested equity awards would be forfaited after termination.

In the event that the President and CEQ terminates his service agreement based on a final arbitration award demonstrating Mokia's
material breach of the service agreement, he is entitled to a severance payment equaling up to 12 months of compensation lincluding

annual base salary, benefits and targat incentive). Any unvested equity awards would be forfeited after termination.
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36. Financial risk management

General risk management principles

We have a systematic and structured approach to risk management. Key risks and cppertunities are primarily identified against business
targets aither in business operations or as an integral part of strategy and financial planning. Risk management covers strategic,
operational, financial and hazard risks. Key risks and opportunities are analyzed, managed and monitored as part of business performance
management with the support of risk management personnel and the centralized Enterprise Risk Management function. The principles
documented in the Nokia Enterprise Risk Management Policy, which is approved by the Audit Committes of the Board, require risk
management and its elements to be integrated into key processes. One of the core principles is that the business or function head is
also the risk owner, although all employees are responsible for identifying, analyzing and managing risks, as appropriate, given their roles
and duties. Qur overall risk management concept is based on managing the key risks that would prevent us from meeting our abjectives,
rather than solely focusing on eliminating risks. In addition to the principles defined in the Nokia Enterprise Risk Management Policy,
spedific risk management implementation, induding financial risk management, is reflected in other key policies and operating procedures.

Financial risks

The objective for treasury activities is to guarantee sufficient funding at all times and to identify, evaluate and manage financial risks.
Treasury activities support this aim by mitigating the adverse effects on the profitability of the underlying business caused by
fluctuations in the financial markets, and by managing the capital structure by balancing the levels of liquid assets and financial
borrowings. Treasury activities are governed by the Mokia Treasury Policy approved by the Group President and CED, which provides
principles for overall financial risk management and determines the allocation of responsibilities for financial risk management activities.
Operating procedures approved by the Group CFO cover specific areas such as foreign exchange risk, interest rate risk, credit risk and
liquidity risk as well as the use of derivative financial instruments in managing these risks. The Group is risk averse in its treasury activities.

Financial risks are divided into market risk covering foreign exchange risk and interest rate risk; credit risk covering business-related credit
risk and financial credit risk; and liquidity risk.

Market risk

Fareign exchange risk

The Group operates globally and is exposed to transaction and translation foreign exchange risks. The objective of foreign exchange
risk management is to mitigate adverse impacts from foreign exchange fluctuations on the Group profitability and cash flows.
Treasury applies a global portfolio approach to manage foreign exchange risks within approved guidelines and limits.

Transaction risk arises from foreign currency denominated assets and liabilities together with foreign currency denominated future cash
flows. Transaction exposures are managed in the context of various functional currencies of Group companies. Material transactional
foreign exchange exposures are hedged, unless hedging would be uneconomical due to market liquidity and/or hedging cost. Exposures
are defined using transaction nominal values. Exposures are mainly hedged with derivative financial instruments, such as foreign
exchange forward contracts and foreign exchange options with most of the hedging instruments having a duration of less than a year.

Layared hedging approach is typically used for hedging of highly probabile forecast foreign currency denominated cash flows with
guarterly hedged items defined based on set hedge ratio ranges for each successive quarter. Hedged items defined for successive
quarters are hedged with foreign exchange farward contracts and foreign exchange options with a hedge ratio of 1:1. Hedging levels
are adjusted on a manthly basis including hedging instrument designation and documentation as appropriate. In case hedges exceed
the hedge ratio range far any specific quarter, the hedge portfolio for that specific quarter is adjusted accordingly.

In certain cases, mainly related to long-term construction projects, the Group applies fair value hedge accounting for foreign exchange
risk with the cbjective to reduce the exposure to fluctuations in the fair value of the related firm commitments due to changes in foreign
exchange rates. Exposures are mainly hedged with foreign exchange forward contracts with most of the hedging instruments having

a duration of less than a year. The Group continuously manages the portfolic of hedging instruments to ensure appropriate alignment
with the portfolio of hedged items at a hedging ratic of 1:1.

As the Group has entities where the functional currency is other than the eurg, the shareholders’ equity is exposed to fluctuations

in foreign exchange rates. Changes in shareholders’ equity caused by movements in foreign exchange rates are shown as currency
translation differences in the consolidated financial statements, The risk management strategy is to protect the euro counter value of
the portion of this exposure expected to materialize as foreign currency repatriation cash flows in the foreseeable future. Exposures
are mainly hedged with derivative financial instruments, such as foreign exchange forward contracts and foreign exchange options
with most of the hedging instruments having a duration of less than a year,

Hedged items are defined based on conservative expectations of repatriation cash flows based on a range of considerations. Net
investment exposures are reviewed, hedged items designated, and hedging levels adjusted at minimum an a quarterly basis with a hedge
ratio of 1:1. Additionally, hedging levels are adjusted whenever there are significant events impacting expected repatriation cash flows.

The fareign exchange risk arising from foreign currency denominated interest-bearing liabilities is primarily hedged using cross-currency
swaps that are also used ta manage the Group's interest rate praofile frefer to the interest rata risk section below).
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Motional amounts in currencies that represent a significant portion of the currency mix in outstanding financial instruments and ather
hedged items as of December 31:

EURm ush GBP CHY Y
2020
Foreign exchange exposure designated as hedged item for cash flow hedging, net'" 313 238 - 369
Foreign exchange exposure designated as hedged item for fair value hedging for FX rigk, net® 705 (52 = -
Foreign exchange exposure designated as hedged item for net investment hedging™ 392 136 T46 -
Foreign exchange exposure from interest-bearing liahilities® {1207) - - -
Foreign exchange exposure from items on the statement of financial position, excluding

interest-bearing liabilities, net 88 {1438) (894) 130
Other foreign exchange derivatives, carried at fair value through profit and loss, net'™ {324) 120 714 {95}
EURm usD GEF CHY INE
2019
Foreign exchange exposure designated as hedged item for cash flow hedging, net™ 628 379 - -
Foreign exchange exposure designated as hedged item for fair value hedging for FX risk, net'? 423 [70) - -
Foreign exchange exposure designated as hedged item for net investment hedging®® 2 947 93 981 346
Foreign exchange exposure from interest-bearing liabilities™ [1314) - - -
Foreign exchange exposure from items on the statement of financial position, excluding

interest-bearing liabilities, net {2 855] (87 (868} (294
Other foreign exchange derivatives, carried at fair value through profit and loss, net'® 2 607 86 711 346

(1 Inchudes foreign exchange exposure from forecasted cash flows related to sales and purchases. In some currencies, especially the US dolar, the Group has sulbstantial foreign exchange
eaposures in both estimated cash inflows and cut lows. These underlying exposures have been hedged.

{2 Indudes foreign exchange exposure from contractual firm cormmitments. These underlying exposures have been substantially hedged.

(%) Inchudes net invesbment exposures in foreign opeations. These wnderlying exposures have been hedged.

(4) Ichudis interest-bedring liblites that have bien hedged with cross-currency swaps and foreign exchange forwards. Refer to Mote 23, itdrest-bearing Eabilities,

{8 Mermson the statemment of financial position are hedged by a portion of foreign exchange derivatives not designated in 2 hedge relationship and carried at far value throwgh profit and loss.

The methodology for assessing foreign exchange risk exposures: Value-at-Risk

The Group uses the Value-at-Risk (VaR} methodelogy to assess exposures to foreign exchange risks, The VaR-based methodelogy
provides estimates of potential fair value losses in market risk-sensitive instruments as a result of adverse changes in specified market
factors, at a specified confidence level over a defined holding period. The Group calculates the foreign exchange VaR using the Monte
Carlo method, which simulates random values for exchange rates in which the Group has exposures and takes the non-linear price
function of certain derivative instruments into account. The VaR is determined using volatilities and correlations of rates and prices
estimated from a sample of historical market data, at a 95% confidence level, using a one-manth holding period. To put more weight
on recent market conditions, an exponentially weighted moving average is performed on the data with an appropriate decay factor.
This model implies that, within a ene-month periad, the potential loss will not exceed the VaR estimate in 95% of possible outcomes.
In the remaining 5% of possible outcomes, the potential loss will be at minimum equal to the VaR figure and, on average, substantially
higher. The VaR methodology relies on a number of assumptions, which include the following: risks are measured under average market
conditions, changes in market risk factors follow normal distributions, future movements in market risk factors are in line with estimated
parameters and the assessed exposures do not change during the holding period. Thus, it is possible that, for any given month, the
potential losses at a 35% confidence level are different and could be substantially higher than the estimated VaR.

The VaR calculation includes foreign currency denominated monetary financial instruments, such as current financial investments, loans
and trade receivables, cash, loans and trade payables; foreign exchange derivatives carried at fair value through profit and loss that are
notin a hedge relationship and are mestly used to hedge the statement of financial position foreign exchange expesure; and foreign
exchange derivatives designated as forecasted cash flow hedges, fair value hedges and net investment hedges as well as the exposures
designated as hedged items for these hedge relationships.

The VaR figures for the Group’s financial instruments, which are sensitive to fareign exchange risks, are presented in the Total VaR column
and the simulated impact to financial statements presented in profit, other comprehensive income {0C1) and cumulative translation
adjustment [CTA} columns in the table below.

2020 2018

Simulated fmpact on financial statements Simul sted impact on finoneial staternents

EURm Tatal VaRt Profit ocl CTA  TotalValkt Profit ocl CTA
Az of December 31 9 15 21 - 3 10 18 -
Average for the year 9 18 30 - 11 10 22 1
Range for the year 6-18 §-32  15-41 0-0 7-25 4=17 13-31 0-4
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Interest rate risk

The Group is exposed to interest rate risk either through market value fluctuations of items on the consalidated statement of financial
position {price risk) or through changes in interest income or expenses [refinancing or reinvestment risk). Interest rate risk mainly arises
through interest-bearing liabilities and assets. Estimated future changes in cash flows and the structure of the consolidated statement
of financial position alsa expose the Group to interest rate risk.

The objective of interest rate risk management is to mitigate adverse impacts arising from interest rate fluctuations on the consolidated
income statement, cash flow, and financial assets and liabilities while taking into consideration the Group's target capital structure and
the resulting net interest rate exposure. The Group has entered into long-term borrowings mainly at fixed rates and swapped a portion
of them into floating rates, in line with a defined target interest profile. The Group has not entered into interest rate swaps where it
would be paying fixed rates. The Group aims to mitigate the adverse impacts from interest rate fluctuations by continuously managing
net interest rate exposure arising from financial assets and liabilities, by setting appropriate risk management benchmarks and rigk limits.

Interest rate profile of items under interest rate risk management including the Group's net cash and current financial investments as well
as related derivatives as of December 31:

2020 2018
EURm Fixed rate Floating rate™ Fixed rate Floating rate'"
Current financial invastments 104 1017 4 93
Cash and cash equivalents 324 6616 80 5830
Interest-bearing liakilities 4 687} 1889} 13 872) {405]
Financial assets and liabilities before derivatives {4 259) 6744 {3 788) 5518
Interest rate derivatives 661 1661) 1197 [1197)
Financial assets and liabilities after derivatives {3 598) 6083 {2 591) 4321

{11 Al cash equivalents and derivative transaction-related eollaterals with initial maturity of three months or less are comsidened fioating rate for the purposes of interest rate risk management,

Treasury monitors and manages interest rate exposure centrally. The Group uses selective sensitivity analyses to assess and measure
interest rate exposure arising from interest-bearing assets, interest-bearing liabilities and related derivatives. Sensitivity analysis
determines an estimate of potential fair value changes in market risk-sensitive instruments by varying interest rates in currencies in which
the Group has material amaunts of financial assets and liabilities while keeping all other variables constant. Sensitivities to credit spreads
are not reflectad in the numbers,

The Group's sensitivity to interest rate exposure in the investment and debt portfolios is presented in the fair value columnin the table
below with simulated impact to financial statements presented in profit and OCI columns.

2020 2019
Impact on Impact Impact Impact on Impact Impact
EURm fair value an prafit &n OCI fair value an prafit an OCI
Interest rates - increase by 100 basis paints 180 1 & 112 1 2
Interest rates - decrease by 50 basis points {1001 1) {2l 58] 1) {11

Effects of hedge accounting on the financial position and performance
The Group is using several types of hedge accounting programs to manage its fareign exchange and interest rate risk exposures; refer to
Mote 2, Significant accounting policies. The effect of these programs on the Group's financial position and performance as of December 31:

Fair value and

cash flow
Cash flow Mot investment hedges (IR
hedges [(FX hedges [FX Faoir value swaps amd
forwards and forwards and hedges (FX  cross-currency
EURR aptians)™ cpthans) Tarwards) " awaps]!
2020
Carrying amount of hedging instruments 19 ] 69 {154)
Motional amount of hedging instruments [787) {1620 636) 815
Motional amount of hedged items 787 1620 635 {815)
Change in intrinsic value of hedging instruments since January 1 33 265 79 118
Change in value of hedged items used to determine hedge effectiveness {35) [265] {87) {1161
2019
Carrying amount of hedging instruments {10) 34 1 i51)
Motional amount of hedging instruments {(1029) {4 108) {348) 1246
Motional amount of hedged items 1043 4106 351 {1246
Change in intrinsic value of hedging instruments since January 1 131) 1570 {4) 132
Change in value of hedged items used to determine hedge effectiveness 3z 51 3 1133}

{1} Hosignificant ineffectiveness hasbeen recorded during the periods presented and economic relationships have been fully effective.
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The mast significant foreign exchange hedging instruments under cash flow, net investrment and fair value hedge accounting as of

December 31:
Maturity breakdewn of net national amounts ([EURmF™"
Batween Batween
Fair value Welghted average Within Fand 12 T1and 3 Beyond
Currency Instrurent [EURmMm] hiedped rate Total 3 months manths YIS 3 yoars
2020
Cazh flow hedge accounting
GBF  FX Forwards Q) 0.8951 {163) (42]) (971 {24) =
GBP  FX Options 1 0.9262 175) (24) (47) {4) -
JPY FX Forwards 7 1220685 {185] (47} {138} = =
1Py F¥ Options 0 128.3026 119 0 19) - -
KRW  FX Forwards {2} 1347.3221 (132) (29) 1103) - -
KRW  FX Options 0 14125000 {7 (7} = = =
FLM  FX Forwards (2] 44876 153 46 107 - -
USD  FX Forwards 17 1.1809 {268) 64l {204) = -
Met investment hedge accounting
CMY  FX Forwards & 7.9625 {746) {746] - - -
GBF  FX Forwards {11 0.9061 {136) {136} - - -
IMR FX Forwards {1} 898000 {182) {182} = = -
USD  FX Forwards 3] 1.2158 {392) {392) - = -
Fair value hedge accounting
for FX risk
USD  FX Forwards 70 1.1490 {705) {114) 166] 1487) {38}
2019
Cash flow hedge accounting
GBP  FX Forwards i8] 0.8780 {207] (53] {126) 128) -
GBP  FX Options 1 0.9058 {172] (40} 199] {33) -
Py FX Forwards {21 122.16497 {187) {&4) {123] - -
KRW  FX Forwards 1 13100612 {129] {150 {114 - -
KRW  FX Options 0 1336.2500 {46) (311 (15} - -
PLM  FX Forwards 4 £2926 139 45 G4 - -
USD  FX Forwards 0 1.1 {280) 0 {280] s ol
UsD  FX Options 0 1.1489 {125) BT (58] = =
Met investment hedge accounting
CMY  FX Forwards 0 7.8003 {ag1) {981) = - =
IMR FX Forwards & 784807 [346) 1346) - - -
UsD  FX Forwards 28 1.1076 [2 547) {2 5470 - - -
Fair value hedge accounting
for FX risk
USD  FX Forwards 0 1.1082 1423] {171} {2701 18 -

(1) Megative rotional dmeunts indicate that bedges sl currency and positive notional amaunts indicate that bedges buy durrency,

For information on the impact of hedge accounting on equity, refer to Note 21, Fair value and other reserves, For information on hedging
instrumeants used for fair value and cash flow hedge accounting related to the Group's interest-bearing liabilities, refer to Note 23,

Interest-bearing liabilities. For information an derivative instruments, refer to Note 25, Derivative financial instruments.
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Other market risk
In certain emerging market countries, there are local exchange control regulations that provide for restrictions an making cross-border
transfers of funds as well as other regulations that impact the Group's ahility to contral its net assets in those countries.

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the Group. Credit
risk arises from credit exposures ta customers, including outstanding receivables, financial guarantees and committed transactions, as
well as financial institutions, including bank and cash, fixed income and money market investments, and derivative financial instruments.
Credit risk is managed separately for business-related and financial credit exposures.

Business-related credit risk

The Group aims to ensure the highest possible quality in trade receivables and contract assets as well as custormer or third-party loan
receivables. The Credit Risk Management Standard Operating Procedure, approved by the Group CFO, lays cut the framewark for the
management of the business-related credit risks. The Credit Risk Management Standard Operating Procedure sets gut that credit
decisions are based on credit evaluation in each business, including credit rating and limits for larger exposures, according to defined
principles. Group level limit approvals are required for material credit exposures. Credit risks are monitared in each business and,
where appropriate, mitigated on case by case basis with the use of letters of credit, collaterals, sponsor guarantees, credit insurance,
and sale of selected receivables.

The Group applies a simplified approach to recognizing a loss allowance on trade receivables and contract assets based on measurement
of lifetime expected credit losses arising from trade receivables without significant financing components. Based on quantitative and
qualitative analysis, the Group has determined that the credit risk exposure arising from its trade receivables is low risk. Quantitative
analysis focuses an histarical lass rates, histaric and projected sales and the corresponding trade receivables, and overdue trade
receivables including indicators of any deterioration in the recovery expectation. Qualitative analysis focuses on all relevant conditions,
including customer credit rating, country credit rating and political situation, to improve the accuracy of estimating lifetime expected
credit losses. In 2020, the Group recognized impairment losses of 1.1% of net sales {0.6% in 2019).

Credit exposure is measured as the total of trade receivables, contract azsets and loans outstanding from customers and committed
credits. Trade receivables do notinclude any major concentrations of credit risk by customer. The top three customers account for
10.5%, 5.1% and 4.6% [4.6%, 4.3% and 3.8% in 20179) of trade receivables, contract assets and loans due from customers and other
third parties as of December 31, 2020. The top three credit exposures by country account for 24.0%, 9.6% and 8.6% {12.4%, 11.4%
and 9.7% in 2019} of the Group's trade receivables, contract assets and loans due from customers and other third parties as of
December 31, 2020. The 24.0% credit exposure relates to trade receivables in the United States (12.4% in 2019 from Chinal.

The Group has provided loss allowances on trade receivables, contract assets and loans due from customers and other third parties not
past due based on an analysis of debtors' credit ratings and credit histories. The Group establishes loss allowances that represent an
estimate of expected losses at the end of the reporting period. All trade receivables, contract assets and loans due from customers are
considered an an individual basis to determine the loss allowances, The total of trace receivables, contract assets and loans due from
customers is EUR 7 124 million (EUR & 936 million in 2019) as of December 31, 2020.
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The aging of trade receivables, contract assets and customer finance loans is as of December 31

Past dus Past due Past due

EURm Current 1-30 days 31-180 days More than 180 daye Tatal
As of December 31, 2020

Trade receivables 5190 93 199 320 5 802
Contract assets 1080 - - - 1 080
Customer financing related loan receivables 178 - - 64 242
Tatal 6 448 a3 199 384 7124
As of December 31, 2019

Trade receivables 4 364 156 306 345 51M
Contract assets 1489 - - g 1 489
Customer financing related loan receivables 224 - 17 35 276
Total 6 077 156 323 380 6 936

Movements in loss allowances, all of which relate to trade receivables, for the years ended December 31:

EURm 2020 2019 2018
As of January 1 147 195 192
Charged to income statement 183 41 86
Deductions'” {30) 189] (831
As of December 31 300 147 195

{11 Deductions indede utilization and releases of allowances

The Group's exposure to credit risk related to customer financing as of December 31:

EURm 2020 2019
Loan commitments given undrawn 180 303
Outstanding customer financing related loan receivables 242 276
Total 422 579

For customer financing related loan receivables, the credit loss estimate is typically based on a 12-month expected credit loss for
outstanding loans and estimated additional draw-downs during this period. The loss allowance is calculated on a guarterly basis based
on a review of collectability and available collateral, derecognized from other comprehensive income and recognized in other financial
expenses in the consolidated income statement. Loss allowance for customer financing-related loan receivables was EUR 134 million
[EUR 76 million in 2019). The increase in loss allowance balance is EUR 58 million [EUR 69 millicn in 2019) mainly due to a significant
decrease in the credit quality of an emerging market customer. In 2019 the movement in loss allowance balance is mainly due to an
impairment related to a certain emerging market customer, refer to Note 17, Impairment.

Financial credit risk

Financial instruments contain an elerment of risk resulting from changes in the market price due to counterparties becoming less
creditworthy or risk of loss due to counterparties being unable to meet their obligations. Financial credit risk is measured and maonitored
centrally by Treasury. Financial credit risk is managed actively by limiting counterparties to a sufficient number of major banks and
financial institutions, and by manitoring the creditwarthiness and the size of exposures continuously. Additionally, the Group enters into
netting arrangements with all major counterparties, which give the right to offset in the event that the counterparty would not be able
to fulfill its obligations. The Group enters into collateral agreements with certain counterparties, which require counterparties to post
collateral against derivative receivables.

Investment decisions are based on strict creditworthiness and maturity criteria as defined in the Treasury-related palicies and
procedures, As a result of this investment policy approach and active management of cutstanding investment expasures, the Group has
naot been subject to any material credit losses in its financial investments in the years presented. The Group did not have any financial
investments that were past due but not impaired at December 31. Due ta the high credit quality of the Group's financial investments,
the expected credit loss for these investments is deemed insignificant,
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Outstanding current financial investrments, cash equivalents and cash classified by credit rating grades ranked in line with Standard &
Poar’s rating categories as of December 31;

Duie within  Dué between 3 Due batween Due between Due beyond
EURm Rating'"* Cash Imonthe  and 12months  Tand 3years 3 and 5 years 5 yoars Tstal 24m
2020
AAN - 1411 - - - - 1411
Aft - AM- 8495 352 - - - - 1247
At - A- 1685 2593 50 70 155 50 4 603
BEE+ - BBB- 106 £90 100 - - - 696
BB+ - BB- 36 = 1 - - - 37
B+ - B- 26 - = - o - 26
CCC+-CCC- 3 - - - - - 3
Mon-rated 30 8 - - - - 38
Total 2781 4 B54 151 70 155 50 8061
2019
ABA - 800 - - - - 800
Ab+ — AA- 653 143 - - - B 206
At - A- ? 007 1377 20 20 25 - 3449
BBEE+ - BBB- 445 360 13 - - = 218
BB+ - BB- g - - - - - 2]
B+ - B- 22 - - - - - 22
Man-rated 100 3 1 - 104
Total 3 245 2683 34 20 25 - 6 007

{10 Bark Parent Company ratings are used here for bank groups. Actual bark subcidrary ratings may differ fraem the Bank Paremt Cormpany rating.

{2) Current financislinvestments and chdy equivilents include bank deposits, structured depogits, investments in rmoney market funds and investrsents in foed incorme instrurments,

130 Imsbruments that indude a call feature have been presented at their final matwnities, Instruments that are contractudly due beyond three months indlude BUR 325 milion (EUR 77 milion
n 319 of mstruments that have a3 call peried of less than three menths.

The Group has restricted bank deposits primarily related to employee benefits of EUR 107 million (EUR 126 millian in 2019) that are
presented in other non-current financial assets. The Group has assessed the counterparty credit risk for these financial assets and
concluded that expectad credit losses are not significant.

Financial assets and liakilities subject to offsetting under enforceable master netting agreements and similar arrangements as of

December 31:

Gross ormounts. of

Het amounts of

Related amounts not sot off in the

financlal liabllites/ finandlal assets/ staternent of financial position
Gross amounts of {nesers) 2ot off in lliakilities) presented in Financial
financial assets/ the statement of the statement of instruments Cash collateral

EURmM linbilities) financial position financial position assets/liokiltes)  received/fpledged) Mot amount

2020

Derivative assets 169 - 169 73 20 7

Derivative lighilities {304} - {304} {153) {134) 17
Total {135) = {135) (80) {45) {10)
2019

Derivative assets 81 - 81 76 - =

Derivative liabilities [157) 1157} (83} 1371 137)
Total {76} = {76) {7} {37) {32)

The financial instruments subject to enforceable master netting agreements and similar arrangements are not offset in the consolidated
statement of financial position where there is no intention to settle net or realize the asset and settle the liability simultanecusly.
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Liquidity risk

Liquidity risk is defined as financial distress or extraordinarily high financing costs arising from a shortage of liquid funds in 3 situation
where outstanding debt needs to be refinanced ar where business conditions unexpectedly deteriorate and require financing.
Transactional liquidity risk is defined as the risk of executing a financial transaction below fair market value or not being able to execute
the transaction at all within a specific period of time. The objective of liquidity risk management is to maintain sufficient liguidity, and
to ensure that it is readily available without endangering its value in order Lo avoid uncertainty related to financial distress at all times.

The Group aims to secure sufficient liquidity at all times through efficient cash management and by investing primarily in highly liquid
money market investments. Depending on its overall liguidity position, the Group may pre-finance or refinance upcoming debt maturities
before contractual maturity dates. The transactional liquidity risk is minimized by entering into transactions where proper two-way
quotes can be obtained from the market. The Group aims to ensure flexibility in funding by maintaining committed and uncommitted
credit lines. Refer to Note 23, Interest-bearing liabilities.

The following table presents an undiscounted, contractual cash flow analysis for lease liabilities, financial liabilities and financial assets
that are presented on the conszalidated statement of financial position as well as commitments given and obtained, such as loan
commitments and leases committed but not yet commenced. The line-by-line analysis does not directly reconcile with the consalidated
staterment of financial positian.

Due within Due between Due between Cue between Due beyond

EURrm Tatal 3months 3 and 12 months  1and 3years 3 and 5 years. 5 yaars
2020

Non-current financial assets

Other non-current financial assets'" 188 - - 66 79 43
Current financial assets

Other current financial assets excluding derivatives'™ 39 . 37 - - -
Current financial investments 1121 1020 101 - - -
Cash and cash equivalents'® 6 944 6618 50 70 156 50

Cash flows related to derivative financial assets
gross settled:

Derivative contracts - receipts 7810 5873 1299 599 39 -

Derivative contracts - payments {7 682) {5813} (1258) {573) {38) -
Trade receivables 5 802 £ BTL a74 154 - -
Mon-current financial and lease liabilities
Long-term interest-bearing liabilities {5 920) (39 (97 (794 (Z 194) {2 796)
Long-term lease liabilities {750) = - {338 (220] {192}
Current financial and lease liabilities
Short-term interest-bearing liabilities {564) {552} 112 = = =
Short-term lease liabilities {232) (63} 1167] - - -
Other financial liahilities excluding derivatives® {434) {4200 {14) - - -
Cash flows related to derivative financial liabilities

gross settled:

Derivative contracts - receipts B 926 4 870 883 525 45 603

Derivative contracts - payments {6 999) 1% 906) [882) 1563) {35) (613)
Trade payables {3 174) 13 049) 1122] [2] - [1)
Commitments given and obtained
Loan commitments given undrawn'® {180) (26) (26 (128 - =
Loan commitments abtained undrawn!® 1 482 (1) {3 (8 1494 -
Leases committed but not yet commenced {182) {11 {3 {43) {29) (106}

(1] Other pon-current financal assees and ather current fnanoal assets exduding dervatives inchsde mainly custorners financng-related loan receivables.

(2] Ibruments that indude a call feature have been presented at their final matusties, nstruments hat are contractudly due beyond three months include EUR 325 milicon of indtruments that
have a il period of less than three months,

{3 Other financial liabilities include a conditional obligation to China Huaxin presented in the eadiest pericd as the exercise period is open.

{4 Loan commitments given undrawn have beenincluded in the earliest pericd in which they could be drawn or called.

(5 Loan commitments obtained undrawn have been induded based on the pesiod in which they expire. These amaunts include related cormmitrment fees.
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Due within Due between 3 Due between Due between Due beyond

EURm Total 3 manths and 12 monthe 1 and 3 yeosrs Zand 5 years 5 years
2019
MNon-current financial assets
Other nan-current financial assets'’! 252 3 115 54 30
Current financial assets
Other current finandial assets excluding derivatives® 53 21 32
Current financial investments a7 95 2 - = -
Cash and cash equivalents® 5913 5835 33 20 25 -
Cash flows related to derivative financial assets

gross settled:

Derivative contracts - receipts 9 660 7 582 1993 85 = =

Derivative contracts - payments {9 639) (7 548) (2 005} (86) - -
Trade receivables 5019 3873 1088 58 - -
Mon-current financial and lease liabilities
Long-term interest-bearing liabilities {4 990) (43) {75 {1 209} (1113 (2 5501
Long-term lease liahilities {841) - - {3751 {251) {215)
Current financial and lease liabilities
Shart-term interest-bearing liabilities {294) [(212) {82} = - -
Shaort-term lease liabilities {276) {81) {195} - - -
Other financial liabilities excluding derivatives™! {646) 1638 18} - - -
Cash flows related to derivative financial liahilities

gross settled:

Derivative contracts - receipts 11725 9003 B28 616 826 1192

Derivative contracts - payments {11517) {9 078i 1808} 1569} {43) {1019)
Trade payables {3 786) (3 653) {1111 (21) 1) =
Commitments given and obtained
Lean commitments given undrawn'® {303) i32) 77 {194} z =
Loan commitments abtained undrawn'® 1971 499 L (11} 11 1498
Leases committed but not yet commenced {160) - - (11} {23) {126}

{1} Other non-current financial assets indude long-term customer and vendor financing related loan receivables as well as certain other leng-term loan receivables that have been presented in
other non-current financal assetsin the consolidated staterment of financial position. Convertible instruments are presented at their final contractual maturities.
{2} Other current finandial assels excluding derivatives include short-term customer and vendor finanding-related loan receivables that have been presented in other financial assets in the

consclidated statement of financial position.
{3

hawe a call pericd of lets than three months.

14) Qther financial Eabalities inchede 3 conditional ubl:&.\tiuﬂ ey Ching Hudede prégented in the sarliest period a3 e sotrcise peniod is open.
{5) Loan commitments given undrawn have been incdedin the earliest peried in whith they could be drawn or called,

{6} Loan commitments obtained undraan have been induded based on the periodin which they expre. These amaun s mdude related cormmitrment fees.
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Notes to consolidated financial statements continued

37. Subseguent events
Adjusting events after the reporting period

Debt restructuring request of an emerging market customer

In February 2021, one of the Group's emerging market customers commenced negotiations to renegotiate its debt with the aim of
avoiding insolvency, Although this event occurred after the reporting period, it confirms that the customer was credit-impaired as of
December 31, 2020. As a result, the Group recognized an increase in the allowance for expected credit loss for loans extendad to the
customer of EUR 58 million in financial expenses. The Group also concluded that the collectability of consideration due from the customer
is no longer probable resulting in adjustments in net sales, cost of sales and other operating expenses totaling EUR 34 millian,

Mon-adjusting events after the reporting period

Changes in organizational structure

In relation to its strategy review, Nokia adopted on January 1, 2021, a new operating model designed to better position the company for
changing markets and align with customer needs. The new operating model includes four reportable segments aligned with customer
buying behavior: (il Mabile Netwaorks, (il Network Infrastructure, (il Cloud and Metwork Services and [iv) Nokia Technologies. In addition,
segment-level infarmation for Group Comman and Other is presented. The new aperating model is optimized for better accountability
and transparency, increased simplicity and improved cost-efficiency.

Bond redemption
In January 2021, Mokia exercised its issuer call option to redeem 1.00% Senior Motes due March 2021 for the full amount of EUR 350 million,
The redemption date for the notes was February 15, 2021.
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Parent Company income statement

Financial statements

2020 2019
For the year ended December 31 Haotes EURm EURm
Met sales' 220 246
Cost of sales {18) 1111
Gross profit 202 235
Selling, peneral and administrative expenses (48] 146l
Other operating income £ 23 12
Other operating expenses 4 {3) 1340
Operating profit 176 167
Financial income and expenses
Interest and ather financial incame 5 328 391
Interest and ather financial expenses 5 [163) (2600
Total financial income and expenses 165 131
Profit before appropriations and tax 341 298
Appropriations =
Group contributions & [440) {3900
Loss before tax {99) {92)
Income tax 7 {37 17
Loss for the year {136) {75)
(1) Nt sabes from Hokia Technologies segrent
The notes are anintegral part of these financial statements,
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Parent Company statement of financial position

2020 2019

As of December 31 Hates. EURMm EURmM
ASSETS
Non-current assets
Intangible assets

Intangible rights Z Z
Total intangible assets P 2
Tangible assets

Land and water areas 8 9 8

Buildings g 83 71

Machinery and equipment 8 K] 1

Other tangible assets g 10 1

Assets under construction 8 - 14
Total tangible assets 105 105
Investments

Investments in subsidiaries 9 18 657 18633

Investments in associated companies 9 = 1

Mon-current financial investments 9, 14 1 1
Total investments 18 658 18 635
Other non-current assets

Mon-current loan receivables from Group companies 14 2 644 2915

Mon-current loan receivables from other companies T4 1 )

Other non-current receivables 28 43

Deferrad tax assets - 43
Total ather non-current assets 2673 3008
Total non-current assets 21438 21750
Current assets
Accounts receivable from Group companies 369 336
Accounts receivable from other companies = 7
Current loan receivables from Group companies 14 4728 8427
Other financial assets from Group companies 14,15 49 53
Other financial assets from other companies 14,15 149 80
Prepaid expenses and accrued income from Group companies 10 101 83
Prepaid expenses and accrued income from other companies 10 453 665
Current financial investments 14 1070 43
Total current assets 6 919 9 694
Cash and cash equivalents 14 5043 7 908
Total assets 33 400 34352
The notes are an integral part of these financial statements.
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Financial statements

2020 2019
As of December 31 Hates EURM [ELRm
SHAREHOLDERS' EQUITY AND LIABILITIES
Capital and reserves
Share capital i i 246 246
Share issue premium 11 A6 46
Treasury shares 11,12 [344) {3440
Fair value and other reserves 11,12,13 {18) -
Reserve for invested unrestricted equity 11,12 15 248 15199
Retained earnings 11,12 1963 2038
Lass for the year 11, 12 {136} 175)
Total equity 17 005 17 110
Provisions 16 43 55
MNon-current liabilities
Long-term interest-bearing liahilities 14,17 & 697 3714
Advance payments from other companies 460 615
Total non-current liabilities 5157 4 329
Current liabilities
Shart-term interast-bearing liahilities to Group companies 14,17 8942 10997
Shaort-term interest-bearing liabilities to other companies 14,17 L48 5
Group contribution liabilities to Group companies &40 390
Other financial liabilities to Graup companies 14 144 70
Other financial liabilities to other companies 14 623 782
Advances received fram ather companies 155 155
Accounts payable to Group companies 268 301
Accounts payable to other companies 22 35
Accrued expenses and ather liabilities to Group companies 18 &4 42
Accrued expenses and other liabilities to other companies 18 109 a1
Total current liabilities 11 195 12 858
Total liabilities 16 352 17 187
Taotal shareholders' equity and liabilities 33 400 34 352

The notes are an integral part of these financial statements.
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Parent Company statement of cash flows

2020

2019

For the year ended December 31 Hotes. ELIRm EURm
Cash flow from operating activities
Loss for the year {1386] {75]
Adjustments, total 21 3156 187
Change in net working capital

Increase in accounts receivable (58] 211

Decrease in non-interest-bearing short-term liabilities 28] [92)

Decrease in nen-interest-bearing long-term liabilities {155} {155])
Cash from operations (211 {156]
Interest received 267 237
Interest paid {81 (6]
Other financial income and expensas paid, net {163} 91
Income taxes paid, net 3 (3]
Net cash from operating activities 78 163
Cash flow from investing activities
Purchase of shares in subsidiary companies and current financial investments (24] {43)
Purchaze of property, plant and equipment and intangible assets 6] {14]
Proceeds from sale of praperty, plant and equipment and other intangible assets 1 -
Payments of other non-current receivables 151 394
Payments of fiproceeds froml current receivables 3682 {2 328)
Furchase of current investments {1 044) -
Proceads from current investments 16 44,7
Net cash from/{used in) investing activities 2776 {1544)
Cash flow from financing activities
Proceeds from long-term borrowings 1288 G70
{Payments ofl/proceeds from short-term borrowings {16171 1007
Dividends paid - (560)
Graup cantributions, net {3901 (332]
Net cash {used in)/from financing activities {719) 1 085
Met decrease in cash and cash equivalents 2135 (296}
Cash and cash equivalents as of January 1 2 908 3204
Cash and cash equivalents as of December 31 5043 2908

The notes are an integral part of these financial statements.
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Notes to the Parent Company financial statements

1. Accounting principles

Basis of presentation
The Parent Cormpany (Mokia Corporation) financial statements are
prepared in accordance with the Finnish Accounting Standards (FASL

The Parent Company is responsible for arranging group internal
financing. Changes in the internal and external financing needs
arising from changes in operative and organizational models
affect the Parent Company's financial position.

The Parent Company’s financial statements include the
Switzerland branch.

Revenue recognition

The Parent Company provides its custamers with licenses to
intellectual property [IP) by granting customers with rights to

use the Parent Company’s IP in their products. When the Parent
Company grants custormners with rights to use IP in their praducts,
the associated license fee revenue is recognized in accordance with
the substance of the relevant agreements. In majority of cases,
the Group retains obligations to continue to develop the licensed
assets during the contract term, and therefare revenue is
recognized pro rata over the period during which the Parent
Company is expected to perform. Recognition of the revenue

as pra rata over the term of the license is considered the most
faithful depiction of the Parent Company's satisfaction of the
performance obligation as the IP being licensed towards the
customer includes new inventions patented by the Parent
Company that are highly interdependent and interrelated and
created through the course of continuous R&D efforts that are
relatively stable thraughout the year. In some contracts, the Parent
Company has no remaining obligations to perform after granting
a license to the initial IP, and licensing fees are non-refundable.

In these cases, revenue is recognized at the beginning of the
license term.

Fareign currency translation

Monetary assets and liabilities denominated in foreign currency
are valued at the exchange rates prevailing at the end of the
reporting period.

Share-based payments

The Parent Company offers three types of equity-settled share-
hased compensation plans for employees: perfarmance shares,
restricted shares and the employee share purchase plan. Share-
based compensation is recognized as an expense in the income
statement when the shares are delivered. The settlement covers
taxes and similar charges occurred.
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Pensions

Cantributions to pension plans are expensed in the income
statement in the period to which the contributions relate.
Pensian expenses are reported according to the local legislation.

Intangible assets and property, plant and equipment

Intangible assets are stated at cost less accurmnulated amortization
according to plan. Property, plant and equipment is stated at cost
less accumulated depreciation according to plan. Depreciation
and amortization according to plan are recorded on a straight-line
basis aver the expected useful lives of the assets as follows:

Intangible assets 3-7 years
Buildings 20-33 years
Machinery and equipment 1-10 years

Land and water areas are not depreciated, The accumulated
depreciation and amortization according to plan comply with the
Finnish Business Tax Act.

Classification and measurement of financial instruments

Far the presentation of the financial instruments, where applicable,
the Parent Company applies fair value measurement in accordance
with the Finnish Accounting Standards {Accounting Act 5:2a §),

and thus applies the same accounting principles as the Groug,

Classification and measurement of financial assets

The Parent Company classifies its financial assets into the following
categories: financial assets measured at amortized cost, financial
assets measured at fair value through fair value reserve and
financial assets measured at fair value through profit and loss.

The selection of the appropriate category is made based on both
the Parent Company's business model for managing the financial
asset and on the contractual cash flow characteristics of the asset.

The business medel for managing financial assets is defined

on portfolio level. The business model must be observable ona
practical level by the way the business is managed. The cash flows
of financial assets measured at amortized cost are solely payments
of principal and interest. These assels are held within a business
model which has an objective to hald assets to collect contractual
cash flows, Financial assets measured at fair value through fair
value reserve have cash flows that are solely payments of principal
and interest and these assets are held within a business model that
has an objective achieved both by holding financial assets to callect
contractual cash flows and selling financial assets. Financial assets
measured at fair value through profit and loss are assets that

do not fall in either of these two categories. In addition to the
classification as described above, the accounting for financial
assets is impacted if the financial asset is part of 2 hedging
relationship [see the section on hedge accounting below).

All purchases and sales of financial assets are recorded on the
Trade date, that is, when the Parent Company commits to
purchase or sell the asset.
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Notes to the Parent Company financial statements continued

Accounts receivable

Accounts receivable include amounts invoiced to customers as
well as amounts where the revenue recognition criteria have been
fulfilled but the customers have not yet been invoiced. Accounts
receivable are carried at the original amount invoiced to customers
less loss allowances on accounts receivable accounts. Loss
allowances on accounts receivable are based on a regular review
of all outstanding amounts, including an analysis of historical bad
debt, customer concentrations, customer creditworthiness, past
due amounts, current economic trends and changes in customer
payment terms. Impairment charges on receivables identified

as uncollectible are includad in other operating expenses.

Investments

Investments in subsidiaries are stated at cost less accumulated
impairment. Non-current financial investments primarily include
technology-related investments in unlisted private equity shares
and unlisted venture funds, which are classified as fair value
through profit and loss. These equity investments are initially
racognized and subsequently remeasured at fair value,

Fair value is estimated using a number of methods, including, but
not limited to: quoted market rates, the current market value of
similar instruments; prices established from a recent arm's-length
financing transaction of target companies; and analysis of market
prospects and operating performance of target companies, taking
into consideration public market comparable companies in similar
industry sectors. The Parent Company uses judgment in selecting
the appropriate valuation methodology as well as underlying
assumptions based an existing market practice and conditions.

Fair value adjustments, foreign exchange gains and losses as
well 3s realized gains and losses from the disposal of these
investments are recognized within other income and expenses
in the income statement,

Current finandial investments primarily consist of highly liquid,
interest-bearing investments, such as fixed-income and menay-
miarket investments that are readily convertible to known amounts
of cash with maturities at acquisition of longer than three months.
These investments have characteristics of solely payments of
principal and interest and are not part of structured investments,
They are managed in a portfolio with a business model of holding
investments to ccllect principal and interest as well s selling
investments and are classified as fair value through fair value
reserve, The fair value of these investments is determined

using quoted market rates, discounted cash flow models or

other appropriate valuation methods as of the reporting date.

Investments in maney-market funds that do not qualify as cash
equivalents as well as fixed income and maney-market securities
having initial maturities over three months that are held for trading
or areincluded in investment structures cansisting of securities
traded in combination with derivatives are classified as fair value
through prafit and loss. Investments in this portfolio are executed
with the main purpose of collecting contractual cash flows,
principal repayments and capital appreciation and they can

be sold at any time.

Current financial investments also include term deposits used
as collaterals for derivative transactions. These investments
are initially measured at fair value and in subsequent periods
measured at amaortized cost. Interest income as well as foreign
exchange gains and |osses are recognized in finandial income
and expenses in the income statemaent,

198

Other financial assets

Loan receivables include loans to Group companies and third
parties and are measured at nominal value and not in excess of
their prabable value. Loans are subject to quarterly review as to
their collectability and available collateral. An allowance is made if
a loan is deemed not to be fully recoverable. The related costis
recognized in other expenses or financial expenses, depending on
the nature of the receivable to reflect the shortfall between the
carrying amount and the present value of the expected future cash
flows. Interest income an loan receivables is recognized in financial
income and expenses.

Cash and cash equivalents

Cash and cash equivalents include cash at bank and in hand as
well as highly liquid, fixed-income and money-market investments
that are readily convertible to known amounts of cash with
maturities at acquisition of three months ar less, as well as bank
deposits with maturities or contractual call periods at acquisition
of three months or less. Due to the high credit quality and short-
term nature of these investments, there is an insignificant risk of
change in value. Investments in money-market funds that have a
risk profile consistent with the aforementioned criteria are also
classified as cash equivalents.

Impairment of financial assets

Impairment requirements apply to the recognition of a loss
allowance for expected credit losses. on financial assets measured
at amortized cost, financial assets measured at fair value

through fair value reserve, financial guarantes contracts and loan
commitments. The Parent company continuously assesses its
financial instruments on a forward-looking basis and accounts

for the changes in expected credit losses on a quarterly basis.
Refer to Mote 2, Significant accounting pelicies in the consclidated
financial statements.

Classification and measurement of financial liabilities

The Parent Company has classified its financial liakilities in the
following categories: financial liabilities measured at amortized
cost and financial liabilities measured at fair value through profit
and loss. In accordance with the Finnish Accounting Standards
{Accounting Act 5:2a §), the Parent Company classifies derivative
liabilities at fair value through profit and loss and all other financial
liabilities at nominal value.

Interest-bearing liabilities

Interest-bearing liakilities, including current part of long-term
interest-bearing liabilities and collaterals for derivative
transactions, are measured at nominal value. Transaction costs
are initially recognized as accruals and amortized to the income
statement over the life of the instrument. Foreign exchange gains
and losses as well interest are recognized in financial income and
expenses in the income statement aver the life of the instrument.

Accounts payable
Accounts payable are carried at invoiced amount.
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Derivative financial instruments

All derivatives are recognized initially at fair value on the date a
derivative contract is entered into and subsequently remeasured
at fair value. The methad of recognizing the resulting gain or loss
varies according to whether the derivatives are designated and
qualify under hedge accounting,

Derivatives not designated in hedge accounting relationships
carried at fair value through profit and loss

Forward foreign exchange contracts are valued using the farward
exchange rate of the statement of financial position date. Changes
in fair value are measured by comparing these rates with the
original contract-forward rate. Currency options are valued using
the Garman & Kohlhagen option valuation model on the statement
of financial position date. Changes in fair value are recognized in
the income staterment.

Fair values of forward rate agreements, interest rate options,
futures contracts and exchange-traded aptions are calculated
based on quoted market rates at each statement of financial
position date. Discounted cash flow method is used to value
interest rate and cross-currency swaps. Changes in fair value
are recognized in the income statement.

Interest income or expense on interest rate derivatives is accrued
in the income statement during the financial year.

Hedge accounting

The Parent Company may apply hedge accounting on certain
forward fareign exchange contracts, certain options or option
strategies, and interest rate derivatives. Qualifying options and
option strategies have zero net premium or a net premium paid.
For cption structures, the critical terms of the bought and sold
options are the same and the nominal amount of the sold option
component is no greater than that of the bought option.

The Parent Company applies fair value hedge accounting to reduce
exposure to fair value fluctuations of interest-bearing liabilities
due to changes in interest rates and foreign exchange rates.
Interest rate swaps and cross-currency swaps are used aligned
with the hedged items to hedge interest rate risk and associated
foreign exchange risk.

The Parent Company’s borrowings are carried at amortized cost.
Changes in the fair value of derivatives designated and qualifying
as fair value hedges, together with any changes in the fair value

of hedged liabilities attributable to the hedged rigk, are recorded
in financial income and expenses in the income statement. The
Parent Company separates the foreign currency basis spread from
cross currency swaps and excludes it from the hedged risk as cost
of hedging that is initially recognized and subsequently measured
at fair value and recarded in cost of hedging reserve in equity.

If 2 hedge relationship no longer meets the criteria for hedge
accounting, hedge accounting ceases, cost of hedging recordad in
cost of hedging reserva is immediately expensed and any fair value
adjustments made to the carrying amount of the hedged item
while the hedge was effective are recognized in financial income
and expensas in the income statement based on the effective
interest method.
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The Parent Company also applies cash flow hedging to future
intarest cash flows in fargign currency related to issued bonds.
These future interest cash flows are hedged with cross-currency
swaps that have been designated partly as fair value hedges and
partly as cash flow hedges. The accumulated profit or loss for the
part of these cross-currency swaps designated as cash flow hedges
is initially recorded in hedging reserve and recycled to profit or loss
at the time when the related interest cash flows are settled. The
Parent Company separates the foreign currency basis spread from
cross-currency swaps and excludes it from the hedge relationship
as cost of hedging that is initially recognized and subsegquently
measured at fair value and recorded in cost of hedging reserve
inequity.

Deferred tax

The company continually evaluates the probability of utilizing its
deferred tax assets and considers both favarable and unfavarable
factors in its assessment. Deferred tax assets are recognized to
the extent it is probable that future taxable profit will be available
against which the unused tax losses, unused tax credits and
deductible temporary differences can be utilized. Evaluation takes
into account that Finnish Nokia entities can balance their taxable
profits via the group contribution system. At December 31, 2020,
the company has concluded, based on its assessment, that itis
not prabable that it will be able to utilize the unused tax credits
and deductible temporary differences in the foreseeable future.
Cansequently, in the fourth quarter of 2020, the company
derecognized deferred tax assets.

The recent years' cumulative profitability in Finland, excluding
certain integration costs related to the acquisition of Alcatel -
Lucent, is changing from a cumulative profit position toa
curmulative loss position. When an entity has a history of recent
lesses, the entity recognizes a defaerred tax asset arising from
unused losses or tax credits only to the extent the entity has
sufficient taxable temporary differences or there is convincing
other evidence that sufficient tax profit will be available against
which the unused tax losses or unused tax credits can be utilized
in the future. Positive evidence of future taxable profits may

be assigned lesser weight in assessing the appropriateness of
recording a deferred tax asset when there is other unfaverable
evidence such as cumulative losses, which are considered strong
evidence that future taxable profits may not be available. The
company continues to assess the realizability of deferred tax
assets including in particular the actual profit record in upcoming
periods and may re-recognize deferred tax assets if pattern of
tax profitability is re-established.
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Notes to the Parent Company financial statements continued

2. Personnel expenses

EURFA 2020 2019
Salaries and wages 41 38
Share-hased payments 2 g
Pension expenses 1 3
Saocial security expenses 1 1
Total 45 51
Average number of employess 2020 2019
Marketing T2 69
Administration 151 151
Total average 223 220
Number of employees as of December 31 222 219

Management compensation
Refer to Note 35, Related party transactions in the consalidated financial statements,

3. Auditor's fees

PricewaterhouseCoopers Oy served as our auditor for the period ended December 31, 2019 and Delcitte Oy for the period from

January 1 to December 31, 2020. The auditor is elected annually by our sharehaolders at the Annual General Meeting for the financial year
commencing next after the election. The following table presents fees by type paid to PricewaterhouseCoopers’ (20719) and Deloitta’s
(20200 netwark of firms for the years ended December 31.

Parent Company Heokla Graup
EURm 2020 2019 2020 2019
Audit fees 10 4 22 23
Audit-related fees - - = .
Tax fees ~ - 1 2
Other fees o - 2
Total 12 & 25 26

In 2020, Delaitte Oy perfarmed non-audit services to the Parent company in tatal for EUR 1 700 thousand. These services included
services described in Auditing Act 1:1.2 § for EUR 20 thousand and other non-audit services for EUR 1 680 thousand.

In 2020, Deloitte Oy parformed non-audit services to the Parent company and Group entities in total for EUR 1 700 thousand. These
services included services described in Auditing Act 1.1,2 § for EUR 20 thousand and other non-audit services for EUR 1 680 thousand

In 2019, PricewaterhouseCoopers Oy performed non-audit services to the Parent company in total for EUR 190 thousand. These services
included services described in Auditing Act 1:1.2 § for EUR O thousand and other non-audit services for EUR 190 thousand.

In 2019, PricewaternouseCoopers Oy performed non-audit services to the Parent company and Group entities in total for EUR 252 thousand.
These services incuded services described in Auditing Act 1.1,2 § for EUR 47 thousand and other non-audit services for EUR 205 thousand.

4. Qther operating income and expenses

EURm s . 2020 2019
Other operating income

Tax indemnification and interest income 11 &

Rental income - d

(ain on non-current investments - 1

Other incame 10 4

Total 23 12
Other operating expenses

Loss from non-current investments - 122)
Loss on retirement of fixed assets - 9
Write-off accounts recelvables ] 2
Other expenses {2} {11
Total {3) {34)
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5. Financial income and expenses

Financial statements

Elfim IR0 23
Interest and other financial income

Interest income from Group companies 261 238
Interest incame fram other companies 11 B4
Foreign exchange gains/losses, net 56 87
QOther financial income from other companies - Z
Total 328 391
Interest and other financial expenses

Interest expenses to Group companies {31} 192]
Interest expenses to other companies (125} 1163)
Other financial expensesto other companies 17) 5]
Total {163) {260}

Financial income and expenses include EUR 118 million income related ta derivative financial instruments subject to hedge accounting
[EUR 129 millign incame in 2019) and EUR 122 million expenses related ta liabilities subject to fair value hedge accounting (EUR 133

million expense in 2019).

6. Group contributions

EURmn 2020 2019
Granted [440) (3901
Total {440) {390}
7. Income taxes
EURM 2020 2019
Current tax & 3
Deferred tax" {43) 20
Total {37) 17
Income tax from operations [132) (600
Income tax from appropriations 88 78
Income tax relating to previous financial years ¥ {11
Total {37) 17
Deferred taxes
2020 2019

Deferred tax Deferred tax Deferred tax Deferred tax
ELRm asasts lishilities Lot liabilities
Total before netting - - 46 (3}
Netting of deferred tax assets and lizbilities - - i3] 3
Total after netting - - 43 -
{1} Deferred tax includes derecogrition of deferred tax assets, Refer ko Hobe 1, Accounling principles,
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Notes to the Parent Company financial statements continued

8. Tangible assets

Land and Machinery and  Other tangible Assots undor

EURm wWater areas Builrimg; eqlipmnnt Fi1T.04 construction Tatal
Acquisition cost as of January 1, 20719 8 163 19 15 1 206
Additions g - - - 14 15
Disposals and retirements - 7 16] - - (23]
Reclassifications - 1 - - {11 -
Acquisition cost as of December 31, 2019 9 147 13 15 14 198
Accumulated depreciation as of January 1, 2019 11} (78} {17) {2 = 199)
Disposals and retirements & 8 & = = 14
Deprecation™ - {6 11} {1 - I8l
Accumulated depreciation as

of December 31, 2019 {1 {76) {12} (4) - {93)
Net book value as of January 1, 2019 7 85 2 12 1 107
Net book value as of December 31, 2019 8 71 1 11 14 105
Acguisition cost as of January 1, 2020 9 147 13 15 14 198
Additions 1 & 2 - - ¥
Disposals and retirements {1} - - = = {1}
Reclassifications = 13 1 = {14) =
Acquisition cost as of December 31, 2020 9 164 16 15 - 204
Accumulated depreciation as of January 1, 2020 - {76) {12} (&) - {9z)
Depreciation'™ 5 (5] 1] i1 = 17)
Accumulated depreciation as

of December 31, 2020 - (81} {13) {5} - {99)
MNet book walue as of January 1, 2020 8 Tl Tl 11 14 105
Met book value as of December 31, 2020 9 B3 3 10 - 105

(1] Recogrredin seling, general and administrative expenses.
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9. Investments

Financial statements

EUR™ E_QZlﬂ 2019
Investments in subsidiaries
Met carrying amount as of January 1 18 633 18 590
Additions 24 43
Disposals
Net carrying amount as of December 31 18 657 18 633
Investments in associated companies
Met carrying amount as of January 1 1 1
Impairment {11 -
Net carrying amount as of December 31 = 1
MNon-current financial investments
Met carrying amount as of January 1 1 22
Impairment charges - (211
Met carrying amount as of December 31 1 1
Investments in associated companies
Car:‘,:i;‘lc
Oreniership amaurnt
Assacisted company % EURm
Moksel A5 20 -
10. Prepaid expenses and accrued income
EURm 2020 201%
Expected future cash settlement to acquire non-contralling interest in Nokia Shanghai Bel™ 420 631
Accrued interest 56 70
Prepaid and accrued royalty income 7 11
Other accrued income from Group companies 44 13
Other prepaid expenses and accrued income from other companies 27 23
Total 554 T4B
{1} Refer to Note 33, Significant partly-owned subsidiaries in the consolidated financial statements,
203
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Notes to the Parent Company financial statements continued

11. Shareholders’ eguity

Resarve for
Falr value invested
Share issue Treasury and other  unrestricted Rotained
EURm Share capital promium sharas!! TEEEIVIS aquity aarmnings Total
As of January 1, 2019 246 46 {401) {2) 15 197 2 599 17 685
Settlement of share-based payments = = 57 = F4 i1l 58
Met fair value gains/ilosses) = - = P & - Z
Dividends 15601 1560]
Loss far the year - - - - (75} {75)
As of December 31, 2019 246 46 {344) {Q) 15 199 1963 17 110
As of January 1, 2020 246 46 {344) {0} 15199 1963 17110
Settlement of share-based payments - - - - 49 - 49
Met fair value gains/llasses) - - = 18] - - (18]
Loss for the year - - - = = {1386 {1386
As of December 31, 2020 246 46 {344) {18) 15 248 1827 17005
{1] Treasury shares decrease retained eamings.
12. Distributable earnings
EURm 2020 FAAE)
Reserve for invested unrestricted equity 15 248 15199
Retained earnings 1963 2038
Treasury shares [344) (344}
Loss for the year {136] {75}
Total unrestricted equity 16 730 16 818
Fair value and other reservas i18) =
Total distributable earnings 16 712 16 818
13. Fair value and other reserves
Hedging neserve Cost of hedging Fair value resemve Tatal
EURm Gross Tax Het Gross Tan Haot Gross Tant Het Grass Tan Mot
As of January 1, 2019 {4) 1 {3) - - - 1 - 1 {3) 1 {2)
Fair value and cash flow hedges
Net fair value gains/ilosses) 8 (11 7 8 {2 & - - - 16 30 13
Transfer to income statement i) - {2 {100 2 4] - - - {12} P (108
Current financial investments
Met fair value gains/{losses) B 2 = - = = {1} 8 1) i1} = (1)
As of December 31, 2019 2 - 2 {2} - (2) - - - - - -
As of January 1, 2020 2 - 2 {2) ~ (2) - - - - - -
Fair value and cash flow hedges
Net fair value gains/ilosses] 118} - {18} {7 1 (6] - {25) il (24}
Transfer to income statemant = = = 7 (1] G = = = 7 {1} &
As of December 31, 2020 (18) - (18) (2) - (2) - - S L)) =t dRE]
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HOKIA [N 2020




Financial statements

14. Fair value of financial instruments

Financial assets and liabilities recorded at fair value are categorized based on the amount of unobservable inputs used to measure
their fair value. Three hierarchical levels are based on an increasing amount of judgment associated with the inputs used to derive fair
valuation for these assets and liabilities, level 1 being market values for exchange traded products, level 2 being primarily based on
quotes from third-party pricing services, and level 3 requiring most management judgment, At the end of each reporting period, the
Group categorizes its financial assets and liabilities to appropriate level of fair value hierarchy. ltems carried at fair value in the following
table are measured at fair value on a recurring basis.

Carrying ameunts Foir value!!
Falr value through prafit Fadr value thraugh
Amartized and lass fair value reserve

EUR™ cost  Lewvel 1 Lawel 2 Lewel 3 Lawval 1 Lavel 2 Lovel 3 Tetal Toital
As of December 31, 2020
Mon-current financial investments - - B 1 - - - 1 1
Mon-current loan receivables from Group companies 2 644 - B - - = 2 644 2 B4
Mon-current loan receivables from other companies 1 & e - - - - 1 1
Current loan receivables from Group companies 4728 - = - = - - 4728 4728
Other current financial assets from Group

companies including derivatives - = 49 - - - = 49 49
Other current financial assets from other

companies including derivatives = = 149 = = = = 149 149
Current financial investments 134 = 836 - - 100 - 1070 1070
Cash and cash equivalents 2 502 - 2541 = = = = 5043 5043
Total financial assets 10 009 - 3575 1 - 100 - 13685 13685
Long-term interest-bearing liabilities

to other companies 4 697 - - - - - - 4 697 4779
Shart-tarm interest-bearing liahilities

to Group companias 8942 - - - - - - 8942 8 942
Shaort-term interest-bearing liabilities

to other companies 448 - - - - - - 448 448
Other financial liabilities to Group companies

including derivatives - - 144 - - - - 144 144
Other financial liabilities to other companies

including derivatives = - 203 420 = = - 623 623
Total financial liabilities 14 0B7 - 347 420 - - - 14854 14936

HOKIA M 2020 205




Notes to the Parent Company financial statements continued

Catrying amaunts Falr value™
Fair value through profit Failr value through
Amartized ond lass fair value Poserve

EURM cast Lewel 1 Level 2 Level 3 Lewvel 1 Lowel 2 Lewel 3 Tatal Tatal
As of December 31, 2019
Mon-current financial investments - - - 1 - = = 1 1
Mon-current loan receivables from Group companies 2 915 - - - - - - 2915 2915
Mon-current loan receivables from other companies 7 - - - - - - 7 7
Current loan receivables from Group companies 8 427 = - - = - - 8427 8 427
Other current financial assets from Group

campanies including derivatives - - 53 - - - - 53 53
Other current financial assets from other

companies including derivatives - - a0 = = = - 80 80
Current financial investments 43 - & = = - = 43 43
Cash and cash eouivalents 1306 - 1602 - - - - 2 908 2 908
Total financial assets 12 698 - 1735 1 - - = 14434 14434
Long-term interest-bearing liabilities

to other companies 374 - - - - - - 374 3751
Short-term interest-bearing liabilities

to Group companies 10997 - = = = = - 10997 10997
Short-term interest-bearing liabilities

to other companies 5 = = = - = = = 5
Other financial liabilities to Group companies

including derivatives = - 70 B = = - 70 70
Other financial liabilities to other companias

including derivatives - - 151 631 - - - 782 782
Total financial liabilities 14 716 - 220 631 - - - 15568 15605

(1] The fcllowing fair value measurement methods are used for items not carried at fair value; The fair values of long-term interest-bearing liakilities are primarily based on quotes from
third-party pricing services level 21 The far values of other assets and Fabdities, indluding loans receivable and loans payable are primarily based on discounted cash Nlew analysis (level 21
The fair value is estimated to equal the carrying amount For current financial assets and financial liabilities due to lirmited credit risk and short time to maturity, Refer to Note 2, Significant
accounting policies.

The level 2 category includes financial assets and liabilities measured using a valuation technique based con assumptions that are
supported by prices from observable current market transactions. These include assets and liabilities with fair values based on quotes
from third-party pricing services, financial assets with fair values based on broker quotes and assets that are valued using the Parent
Company's own valuation models whereby the materfal assumptions are market observable, The majority of the Parent Company’s listed
bonds and other securities, over-the-counter derivatives and certain other products are included within this category,

The level 3 financial assets category includes a large number of investments in unlisted equities and unlisted venture funds, The fair value
of level 3 investments is determined using one or maore valuation techniques where the use of the market approach generally consists

of using comparable market transactions, while the use of the incoms approach generally consists of calculating the net present value

of expected future cash flows. For unlisted funds, the selection of appropriate valuation technigues by the fund managing partner may
be affected by the availahility and reliability of relevant inputs. In some cases, one valuation technique may provide the best indication

of fair value while in other circumstances multinle valuation techniques may be appropriate.

The inputs generally considered in determining the fair value of level 3 investments include the original transaction price, recent
transactions in the same or similar instruments, completed or pending third-party transactions in the underlying investment or
comparable issuers, subsequent rounds of financing, recapitalizations or other transactions undertaken by the issuer, offerings in the
equity or debt capital markets, and changes in financial ratios or cash flows, adjusted as appropriate for liquidity, credit, market and/ar
other risk factors. The fair value may be adjusted to reflect illiquidity and/or non-transferability, with the amount of such discount
estimated by the managing partner in the absence of market information.

The level 3 investments are remeasured for each reporting date taking into consideration any changes in estimates, projections and
assumpticns, as well as any changes in economic and other relevant conditions. Majority of the venture funds invest in digital health,
software and enterprize sectors and even though as of December 31, 2020, elevated degree of uncertainty related to unobservable
inputs prevails in the current market conditions caused by COVID-19 putbreak, the quantitative impact on the fair values of venture
fund investments is considered limited. Level 3 investments include venture funds investing in hundreds of individual companies in
various sectors and geographies. Hence, specific estimates and assumptions used by managing partners due to the lack of observable
inputs do impact the fair value of individual investments, but no individual input has a significant impact an the aggregated fair value
of level 3 investments,

Level 3 financial liabilities include a conditional obligation to Ching Huaxin as part of the Mokia Shanghai Bell definitive agreements,
where China Huaxin obtained the right to fully transfer its ownership interest in Nokia Shanghai Bell to Mokia Group in exchange for a
future cash settlement. The fair value of the liability is calculated using the net present value af the expected future cash settiement.
Change in this liability does not have an impact on income statement. Refer to Note 33, Significant partly-owned subsidiaries in the
consolidated financial statements.
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Reconciliation of the opening and closing balances of level 3 financia

Financial statements

zzsets and liabilities:

Lewvel 3 Financial

Level 3 Finandal

EURm™ Assets Liahilities
As of January 1, 2019 22 (618)
Met losses in incame statement (21} -
Other movements ~ [13)
As of December 31, 2019 1 (631)
As of January 1, 2020 1 {631)
Other movements - 211
As of December 31, 2020 1 (420)

The gains and losses from venture fund and similar investments categorized in level 3 are included in other ocperating income and expenses,
A net gainfloss of EUR O million {net loss of EUR 21 million in 201 9) related to level 3 financial instruments held as of December 31, 2020

is recognized in the income statement.

15. Derivative financial instruments

Assots Liakilities

El_JIhn i Fair value™" Hational™ Fair valug™ Motional®! J
As of December 31, 2020
Cash flow and fair value hedges™
Cross-currency interest rate swaps - - {154) 815
Derivatives not designated in hedge accounting relationships carried

at fair value through profit and loss
Forward foreign exchange contracts, other companies 147 7359 {49} 5721
Forward foraign exchange contracts, Group companies 49 3032 {141} 5557
Currency aptions bought, other companies 3 279 = =
Currency options bought, Group companies = 6 = -
Currency options sold, other companies - - - 6
Currency options sold, Group companies = - (3} 279
Total 199 10 676 {347) 12 372
As of December 31, 2019
Cash flow and fair value hedges™
Cross-currency interest rate swaps - - {49} 1246
Derivatives not designated in hedge accounting relationships carried

at fair value through profit and loss
Forward foreign exchange contracts, other companies 71 8654 {101} 9840
Forward foreign exchange contracts, Group companies 53 3082 {65} 6885
Currency options baught, other companies g 996 - -
Currency options sold, Group companies = = (5} TT4
Total 133 12732 {220) 18 745

{11 Inchuded in other current inancial assets and other current financial lakilities in the statement of fnancial positicn.
12) Inchedes the gross amount of all netional values for contracts that have not yet been setthed or cancellad, The amount of notional vakue cutstanding is not necessarly 3 measure or indication

of market risk 35 the expoture of certdin contracis may Be offset by that of ather contracts,

{3} Cross-cumency mterest rate swaps have been designated partly as far value hedges and partly as cash flow hedges,

Derivative financial instrument designation to hedging relationships in the table above presents the use of and accounting for derivative
financial instruments from the perspective of the Parent Company's standzlone finandal statements, which may differ from the designation
in the consolidated financial statements. Refer to Nate 25, Derivative financial instruments in the consalidated financial staterments.
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Notes to the Parent Company financial statements continued

16. Provisions

EUR 2020 2019
Divestment-related 32 45
Other 11 10
Total 43 55
17. Interest-bearing liabilities
Carrying amaunt EURmM

Issuer/bormower Instrument Currency  Maminal (millian} Final maturity 2020 2015
Mokia Carporation 1.00% Senior Notes™"® EUR 350  March 2021 350 500
Mokia Corporation 3.375% Senior Notes uso 500 June 2022 418 447
Mokia Carporation 2.00% Senior Notes EUR 750  March 2024 766 770
Mokia Corporation EIB RAD Laan™ EUR 500 February 2025 500 =
Makia Corporation MIB RED Loan™ EUR 250 May 2025 250 250
Mokia Carporation 2.375% Senior Motes!” EUR 500 May 2025 500 -
Mokia Carporation 2.00% Senior Notaes EUR 750 March 2026 767 77
Naokia Carporation 4,375% Senior Motes uso 500 June 2027 451 456
Mokia Carporation 3.125% Senior Notes'” EUR 500 May 2028 500 -
Mokia Corporation 6.62 5% Senior Notes UsD 500 May 2039 545 520
Nokia Corporation Other liabilities to Group companies 8942 10997
Mokia Corporation Other liabilities to other companies 98 __ &
Total 14 087 14 716

{1

Nokidissued EUR 500 millice 2,375% Senior Nobes due 2025 ad EUR 500 million 3,125% Serior Notes due 2028 under its EUR 5 billicn Evro Medium Terrm Note Pregramene in May 2020,
The proceeds of the new notes were partially used to redeem EUR 150 milion of the 1.00% Senior Notes due 2021,

(2] In Jdanuary 2021, Mokia exercisedits issuer call eplion bo redeem 1.00% Senior Nobes due March 2021 for the full armoent of 350 milkon. The finl redernption date for the notes was
Febwuary 15, 2021, Refer to note 235, Subsequent events,

{3

Nokia deew ELR 500 million lnan from the European vestment Bank (EIB] in Februarny 2020,

(&) The koan from the Nordic nvestrnent, Bank (NIB) is repayable in three equal snnudl instalknents in 2023, 2024 nd 2025,

Significant credit facilities and funding programs:

Uitilizad {millicn)
Committed/Uncommitted Financing arrangement Cuirency Hominal (milian) 2020 2019
Committed Revolving Credit Facility'™ FUR 1500 = -
Uncommitted Finnish Commercial Paper Programme EUR 750 £ -
Uncommitted Eurg-Commercial Paper Programme EUR 1500 - -
Uncommitted Eurg Medium Term Note Programme'?! FUR 5000 2 850 2 000
Total 2 850 2 000

(1] Mokis exercised its oplion to exténd the matwrity date of te Revelving Credit Facility in June 2020, Subsegquent to the extension, the fadlity has its maturity in June 2025 with 3 one-year

extension opticn remaining, except for EUR 88 milion having its matwrity in June 2024,

(2] Al euro-denominated bonds have been issued under the Buro Mediurm Terrm Mote Programme.

All borrowings and eredit facilities presented in the tables above are senier unsecured and have no financial covenants.
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18. Accrued expenses and other liabilities

Financial statements

Elfm 20 203
Accrued interest expenses &7 29
Salaries and social expenses 21 14
WAT and other indirect taxes 19 23
Other accrued expenses to Group companies &4 42
QOther accrued expenses to other companies 22 15
Teotal 153 123
19. Commitments and contingencies

ELRm 2020 2019
Contingent liabilities on behalf of Group companies

Leasing guaranteeas 274 245
Other guarantees 1225 1412
Contingent liabilities on behalf of other companies

Other guarantees 5 5

As of December 31, 2020 aperating lease commitrments amounted to EUR 2 million [EUR 2 million in 2019).

20. Loans granted to the management of the company

There were no loans granted to the members of the Group Leadership Team and Board of Directors as of December 31, 2020 0r 2019.

271. Notes to the statement of cash flows

EURm 2020 2019
Adjustments for

Depreciation and amortization 7 g
Income tax &1 17
Financial income and expenses, net [182) 1233
Impairment charges 1 21

Aszset ratirements 1 9

Share-based payment 49 9

Group contributions 440 390

Total 356 187
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Notes to the Parent Company financial statements continued

22. Group companies
Refer to Note 32, Group companies in the consolidated financial statements.

23. The shares of the Parent Company

Refer to Mote 20, Shares of the Parent Company in the consolidated financial statements.

24. Financial risk management

The Group has a systematic and structured 2pproach to financial risk management across business operations and processes. Finangial
risk management policies and procedures are Group-wide, there are no separate or individual financial risk management policies ar
procedures for the Parent Company. Hence, internal and external financial risk exposures and transactions are managed only in the
context of the Group financial risk management strategy. The Parent Company is the centralized external dealing entity in the Group.
The Parent Company exacutas all significant external finandial transactions with banks based on the Group's financial risk management
strategy and executes identical opposite internal financial transactions with Group Companies as required. Refer to Mote 36, Financial
Risk Management in the consclidated financial statements.

25. Subsequent events

Bond redemption
In January 2021, Nokia exerdised its issuer call aption to raedeem 1.00% Senior Motes due March 2021 for the full amount of EUR 350 million.
The redemption date for the notes was February 15, 2021.
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Signing of the Annual Accounts and the
Review of the Board of Directors 2020

The distrioutable funds on the balance sheet of the Parent company on December 31, 2020 amounted to EUR 16 712 million. The Parent
company repoarted a loss for the financial year 2020. The Board proposes ta the Annual General Meeting that na dividend will be paid for the
finandial year 2020, The proposal on the use of profitis in accordance with the Company’s dividend paolicy. On the date of issuing the financial
staternents for 2020 the number of the Company's sharesis 5675 461 159"

{1] The numnber of the Cempany's shares on December 31, 2020was § 653 B36 159 after which the Comgany has registered 21 575 000 new shares

March &, 2021
el Kari Stadigh
Bruce Brown Thomas Dannenfeldt
Jeanette Horan Edward Kozel
Elizabeth Melson Saren Skou
Carla Smits-Musteling
Pekka Lundmark

President and CEO

The Auditor's note
Auditor’s Report has been issued today.
Helsinki, March 4, 2021
Deloitte Oy

Authorized Public Accountant Firm

Marika Nevalainen
AP,
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Auditor's report

To the Annual General Meeting of Nokia Corporation

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Nokia Corparation
(business identity code 0112038-9) for the vear ended 31 December
2020, The financial statements comprise the consclidated balance
sheet, income statement, statement of caomprehensive income,
staterment of cash flows, statement of changes inshareholders’ equity
and notes, including a summary of significant accounting policies,
aswell as the parent company's balance sheet, income statement,
statemment of cash flows and notes.

In our opinion

® the consolidated financial statements give a true and fair view of the
group's financial position, financial performance and cash flows in
accordance with International Financial Reporting Standards (IFRS)
as adopted by the EU.

® the financial statements give a true and fair view of the parent
company’s financial parformance and financial pasition in accordance
with the laws and regulations governing the preparation of financial
staterments in Finland and comply with statutory requirements.

Our opinion is consistent with the additional report submitted to the
Audit Committee.

Basis for opinion

We canducted our audit in accordance with good auditing practicein
Finland. Qur responsibilities under good auditing practice are further
described in the Auditor's Responsibilities for the Audit of the Financial
Staternents section of our report.

We are independent of the parent company and of the group
companies in accordance with the ethical requirements that are
applicable in Finland and are relevant to our audit, and we have fulfilled
aur otiher ethical responsioilities in accordance with these requirements,

In aur best knowledge and understanding, the non-audit services that
we have provided to the parent company and group companies are in
compliance with laws and regulations applicable in Finland regarding
these services, and we have not provided any prohibited non-audit
services refarred to in Article 5{1} of regulation (EU) 537/207 4. The
nan-audit services that we have provided have been disclosed in note
3 to the parent company financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our cpinion.

212

Our application of materiality

We define materiality as the magnitude of misstatement in the
financial statemants that makes it probable that the ecanamic
dedsions of a reasonably knowledgeable person would be changed
or influenced. We use materiality both in planning the scope of our
audit work and in evaluating the results of our work.

Based on cur professional judgement, we determined materiality
for the financial statements as a whole as follows:

Materiality in the Group financial statements

Materiality €170 million

Basis for {.8% of consolidated net sales and 2.1%

determining of gross profit

materiality

Rationale for Given the importance of net sales and gross profit

the benchmark to investors and other users of the financial

applied statements, we have used these as primary
benchmarks.
Owing to continued volatility in the Group's results
over the previous years, using loss before tax asa
measUre was not considerad appropriate.

Key audit matters

key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the financial
statements of the current period. Thesa matters were addrassed

in the context of cur audit of the financial statements as awhole,

and in forming our opinion thereon, and we do not provide a separate
gpinion on these matters.

We have also addressed the risk of management override of internal
controls, This includes consideration of whather there was evidence
of management bias that represented a risk of material misstaterment
due to fraud.
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Financial statements

Key sudit matter

How our awdit addressed the key audit matter

Fixed Networks goodwill - Long-range plan and terminal year
operating profit within the goodwill valuation model
Refer to Notes 2, 4, 14 and 17 to the financial statements

The Company's Goodwill arises mainly from the acquisition of Alcatel
Lucent ["ALU" and also includes amounts related to various other
acquisitions. The goodwill balance in the Fixed Metworks business
group is €609 million as of 31 December 2020 and is included in the
total goodwill balance of €5,074 million,

The Campany's evalustion of goodwill for impairment involves the
compariscn of the recoverable amount of each cash-generating unit
["CGU", which generally align to the business groups) toits carrying
value an at least an annual basis, in line with International Accounting
Standard ("IAS") 36 Impairment of Assets.

Management's discounted future cash flow model consists of an
explicit three-year long-range plan and seven additional years of
cash flow projections reflecting a gradual progression towards the
steady state cash flow projections modeled in the terminal year.

The Campany's model contains various assumptions, including
discount rates and growth rates, and is particularly sensitive to
changes in operating profit, a management estimate requiring
significant judgment,

This sensitivity is especially pronounced in Fixed Netwarks, and the
difference between the carrying amount and the fair value less cost
to sell thereof has remained low throughout 2020. Therefare, there
is a risk that management’s goodwill impairment analysis utilises
inappropriate operating profit, specifically in the long-range plan
years and the terminal year, for Fixed Networks, resultingin an
incarrect impairment conclusion or the recagnition of animpairment
charge thatis too low.

The evaluation of whether the operating profit, bothin the
long-range plan and terminal year, used by the Company to evaluate
goodwill for impairment required a high degree of auditor judgemant
and increased audit effort, including the need to invalve our fair
value specialists and aninternal industry expert.

This matter is a significant risk of material misstatement referred
toin EU Regulation Mo 537/2014, point {cl of Article 10{2).

Qur audit procedures related to management's estimate of operating
profitwithin the long-range planand terminal year for Fixed Networks
induded the following, among others;

B We tested the operating effectiveness of controls over goodwill,
specifically focusing on controls related to the determination of the
carrying value and fair value as well as controls over forecasting,

m We held discussions with key members of management to
understand how the forecast, induding key assumptions around
operating profit, was derived.

B We utilised our fair value specialists to test the mathematical
accuracy of the impairment madel, review valuation assumptions,
and challenge certain estimates and judgments used in valuing
Fixed Metworks {including discount rate, terminal growth rates,
peer company selection, among othersl,

m We challenged forecasted operating profit within the terminal year
used in estimating the fair value by comparing to { 1] histarical and
forecasted peer company data, {2) historical actual results, and
{3) priar period internal forecasts, As operating profit within the
lang-range plan yearsis a key input into the determination of
operating profit within the terminal year, we also performed these
procedures on cperating profit within the long-range plan years.

® We read analyst reports to identify supporting or contradictary
information in relation to management’s operating profit
assumptions, All contradictory information was evaluated and
incremental inguiries were performed.

® We challenged certain of management s forecasting assumptions
based aninfarmation provided by an internal industry expert about
the cutlcok for the industry inwhich Fixed Netwarks operates.

m We performed a year-over-year trend analysis of forecasted
operating profit at the business unit level for Fixed Metworks, which
is ane level below the business group, investigating changes that
were potentially inconsistent with our understanding of the business,
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Auditor's report continued

Key audit matter

How aur audit addressed the key audit matter

Revenue recognition - Determination of standalone selling prices
in Nokia Metworks and Nokia Software
Refer to Notes 2, 4 and 7 to the financial statements

The Company recognises revenue in accordance with International
Financial Reporting Standard 15 Revenue from Contracts with
Customers, from complex contracts that often contain multiple
performance obligations, including hardware, software, and
services,

The transaction price in the contract is allocated across these
performance obligations based on the standalone selling prices
identified by management. This identification of standalone selling
prices involves significant judgement, involves multiple inputs and
caleulations and has a direct impact on the timing and amount of
revenue recognised. Where there is limited history or experience of
selling similar goods or services, such as with 5G equipment insome
markets, there is necessarily anincreased level of judgement
reguired inmaking the determination.

Given the level of management judgement involved, perfarming
audit procedures to evaluate the reasonableness of these
judgements required a high degree of auditor judgement, and
given the differing inputs and calculations across contracts, there
was a significant audit effortin obtaining sufficient audit evidence.

This matter is a significant risk of material misstatement referred
toin EURegulation No 537/2014, point {c) of Artide 10{2].

Our audit procedures related to the determination of standalone selling
prices and the allocation of transaction price includad the following,
among others:

B We assessed management's accounting policy in relation to allocation
of transaction price to determing compliance with IFRS 15, Revenue
from Contracts with Customers;

m We tested the operating effectiveness of controls over revenue
recognition, specifically focusing on contrals related to the
determination of standalone selling prices in the largest and most
complex contracts;

® ‘We utilised data analytics to identify those contracts with higher
levels of risk based on size, complexity and inclusion of new products
such as 56, where there is less abjective evidence of standalone
selling price. For these contracts we reviewed their terms and
obtained management's accounting conclusions to consider whether
these wereinling with IFRS 15 ;

B We evaluated the appropriateness of the estimation methaods
used by management for standalone selling prices in the contracts
selected by assessing compliance with IFRS 15 and considering the
nature of the performance obligations;

® We benchmarked contracts against those with similar customers or
for similar transactions to challenge whether the determination
of standalone selling price was consistent across the Company;

B We tested the related inputs used by management in their
standalone selling price determinations in the contracts selected by
assessing evidence related Lo judgemenits and calculations and
agreeing to supporting audit evidence; and

B We tested the arithmetic accuracy of the allocation of transaction
price based on the determination of standalone selling price.

There are no significant risks of material misstatement referred to inEU regulation Ma 537/2014, point () of Article 10(2) relating to the parent

company’s financial statements,

Responsibilities of the Board of Directors and the Managing Director
for the Financial Statements

The Board of Directors and the Managing Director are responsible for
the preparation of consolidated financial statements that give a true
and fair view in accordance with International Financial Reporting
Standards {IFRS) as adopted by the EU, and of financial statements
that give a true and fair view in accordance with the laws and
regulations governing the preparation of financial statements in
Finland and comply with statutory requirermnents. The Board of
Directors and the Managing Director are also responsible for such
internal control as they determine is necessary to enable the
preparation of financial statements that are free from material
misstatement, whether due to fraud ar error.

14

In preparing the financial statements, the Board of Directors and the
Managing Director are responsible for assessing the parent company’s
and the group's ability to continue as going concern, disclosing, as
applicable, matters relating to going concern and using the gaing
concern basis of accounting. The financial statements are prepared
using the going concern basis of accounting unless thereis an
intention ta liguidate the parent company or the group or cease
aperations, or there is no realistic alternative but to doso,
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Auditor's Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonagble assurance onwhether the
financial statements as a whole are free fram material misstaterment,
whether due to fraud or error, and to issue anauditor's repart that
includes cur opinicn. Reasonable assurance is a high level of assurance,
but is not 2 guarantee that anaudit conductedinaccordance with good
auditing practice will always detect a material misstaterment whenit
exists. Misstaternents can arize from fraud or error and are considered
material if, individually or in aggregate, they could reasanably be
expected to influence the economic dedsions of users taken on the
basis of the financial statements.

As part of an audit in accordance with good auditing practice, we
exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

B |dentify and assess the risks of material misstaternent of the
financial statements, whether due to fraud or errar, design and
perfarm audit procedures respansive o those risks, and obtain
audit evidence thatis sufficient and appropriate to provide a basis
for our opinion. The risk of not detecting a material misstaterment
resulting from fraud is higher than for one resulting from error,
as fraud may invalve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control,

® Obtain anunderstanding of internal contral relevant to the audit
inorder to design audit procedures that are appropriate in the
dreumstances, but not for the purpese of expressing an opinion
on the effectiveness of the parent company’s or the group's
internal control.

® Evaluate the appropristeness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by management.

8 Conclude on the appropriateness of the Board of Directors' and the
Managing Director's use of the going concern basis of accounting
and based on the audit evidence abtained, whather a material
uncertainty exists related to events or conditions that may cast
significant doubt on the parent company's or the group’s ability
to continue as & going concern, If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or,
if such disclosures are inadequate, to modify our opinion, Our
condusions are based on the audit evidence obtained up to the
date of our auditor's report. However, future events or conditions
may cause the parent company ar the group to cease to continue
a5 @ going concern.

m Evaluate the overall presentation, structure and content of the
financial statements, induding the disclosures, and whether the
financial statements represent the underlying transactions and
events so that the financial statements give a true and fair view,

m Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and perfarmance of the
group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal contral
that we identify during our audit.
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We also provide those charged with governance with a staterment

that we have complied with relevant ethical requirements regarding
independence, and communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

Fram the matters communicated with those charged with governance,
we determine those matters that were of most significance in the audit
of the financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor's report
unless law or regulation precludes public disclosure about the matter
of when, in extremely rare droumstances, we determine that a matter
should not be communicated inour report because the adverse
consequences of doing sowould reasonably be expected to outweigh
the public interest benefits of such communication.

Other reporting requirements

Other information

The Board of Directors and the Managing Director are responsible for
the other information. The other information comprises the repaort

of the Board of Directors and the information incuded in the Annual
Report but does not include the financial statements and aur auditor's
report thereen,

Our opinion on the financial statements does not cover the other
information.

In connection with aur audit of the financial statements, our
responsibility is to read the ather information and, in doing so,
cansider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit,
or otherwise appears to be materially misstated. With respect to the
repart of the Board of Directors, our responsibility also includes
considering whether the report of the Board of Directors has been
prepared in accordance with the applicable laws and regulations.

In our opinion, the information in the report of the Board of Directors
is consistent with the information in the financial statements and the
repart of the Board of Directors has been prepared in accordance with
the applicable laws and regulations.

If, hased on the work we have perfarmed, we conclude that there
is @ material misstatermnent of the other infarmation, we are required
to raport that fact. We have nothing to report in this regard,

Hel=inki, 4 March 2021

Deloitte Oy
Audit Firm

Marika Mevalainen
Authorised Public Accountant [KHT

215




thI}rIE it

—— |H...
- T 1 R i i " Wy oo
T { __ m. __ __. - — =)

G T Lk L PR L L T

ﬂ _.._.l.ﬁ|

L _ .__- .__.I_.

] |00 {5 [0

v
_|m|._.|.u_ _.“_ _.L_IP.”mi.Hm b Lhﬁl'm

X 1l|.l|_ 1II..I|| .I-lllll_.

 MOKLLIN 2020

-
-
B

e
™




| = 1

5 n.-,".-!' g
SR
..y ty .f““" .l;.:\’; i

Other
information

Forward-looking statements
Intreduction and vse of certain terms
Clossary

Investor information
Contactinformation

4
Nokia global headguerters. located in Espoo, Finland.




Forward-locking statements

Forward-looking statements

Certain statements contained in this Annual Report constitute
"farward-looking statements”. Forward-looking statements pravide
Mokia’s current expectations of future events based on certain
assumptions and indude any statement that does not directly relate
to any current or historical fact. The words "believe”, “expect”,
"expectations”, "anticipate”, "foresee”, "see”, “target”, "estimate”,
“designed”, “aim”, "plan”, “intend”, "influence”, "assumption”,
“focus”, “continue”, “project”, “should", "is to”, “will", "strive”, “may”
ar similar expressions as they relate to us or our management are
intended to identify these forward-looking statements, as well as

statements regarding

A} business strategies, market expansion, growth management, and
future industry trends and megatrends and our plans to address
them;

Bl future performance of our businesses and any future distributions
and dividends;

C) expectations and targets regarding financial performance, results,
operating expenses, cash flows, taxes, currency exchange rates,
hedging, cost savings and competitiveness, as well as results of
operations including targeted synergies and those related to
market share, prices, net sales, income and margins;

D expectations, plans, timelines or benefits related to changes in our
organizational and operational structure;

E) market developmenits in our current and fulure markets and their
seasonality and cyclicality, including the communication service
provider market, as well as general economic conditions, future
regulatory developments and the expected impact, timing and
duration of the COVID-19 pandernic on aur businesses, our supply
chain, our customers’ businesses and the general market and
economic conditions;

F

our position in the market, including product pertfolio and
geographical reach, and our ahility to use the same to develop
the relevant business or market and maintain our order pipeline
over time;

G

any future collaboration or business collaboration agreements or
patent license agreements or arbitration awards, including income
from any collaboration or partnership, agreement or award;

H

timing of the development and delivery of our products and
services, including our short term and langer term expectations
around the deployment of 5G and our ability to capitalize on such
deplayment

as well as use our global installed base as the platform for success
in 58, and the overall readiness of the 56 ecosystem;

I the cutcome of pending and threatened litigation, arbitration,
disputes, regulatory proceedings or investigations by authorities;

J

restructurings, investments, capital structure optimization efforts,
divestrments and our ability ta adhieve the financial and operational
targets setin connection with any such restructurings, investments,
and capital structure aptimization efforts including our 2019-2020
cost savings program,

k.

future capital expenditures, temporary incremental expenditures
or ather R&D expenditures to develop or rollout new products,
including 5G; and

L

the sustainability and corporate responsibility contained in
the sustainability and corporate responsibility section of this
Annual Report.

18

These staternents are based onmanagement’s best assumptions
and beliefs in light of the information currently available to it and

are subject to a number of risks and uncertainties, many of which

are heyand our contral, which could cause actual results to differ
raterially from such statements. These staternents are only
predictions hased upon our current expectations and views of future
events and developments and are subject torisks and uncertainties
that are difficult to predict because they relate to events and depend
ondcircumstances that will ocour in the future, Risks and uncertainties
that could affect these statements include but are not limited to the
risk factors specified under “Operating and financizl review and
prospects—Risk factors” of this Annual Report. Other unknown

or unpredictable factors or underlying assumptions subsequently
proven to be incorrect could cause actual results to differ materially
from those in the forward-locking statements. We do not undertake
any obligation to publicly update or revise forward-ooking statements,
whether as a result of new information, future events or otherwise,
except to the extent legally required.
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Introduction and use of certain terms

Makia Corporation is a public limited liability company incorparated
under the laws of the Republic of Finland. In this Annual Repaort, any
reference to "we”, "us”, “the Group”, "the company” or "Mokia” means
Maokia Corporation and its consolidated subsidiaries and generally
Mokia's continuing operations, except where we separately specify
that the term means Mokia Corporation or a particular subsidiary

or business segment only or our discontinued operations. References
to "our shares” matters relating to our shares or matters of corporate
povernance refer to the shares and corporate governance of

Makia Corporation.

Makia Corporation has published its consolidated financial staterments
in eura for periods beginning an ar after January 1, 1999, In this
Annual Report, references to “EUR", "eurg” or “€" are to the common
currency of the European Ecanormic and Manetary Union, references to
"dallars”, "US dollars”, "USD" or "$" are to the currency of the United
States, and references to "Chinese yuan™ or "Chinese yuan renminbi”
or "CMY™ are to the official currency of the People's Republic of China,
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Glossary

Glossary

2G {Second Generation Mobile Communications): Also known a5
GSM [Global System for Mobile Communicationsl: A digital system
for mobile communications that is hasad on a widely-accepted
standard and typically operates in the 900 MHz, 1800 MHz and
1900 MHz frequency bands.

3G {Third Generation Mobile Communications): The third
generation of maobile communications standards designed for
carrying both voice and data generally using WCDMA or close
variants. See also WCDMA,

3GPP ({The Third Generation Partnership Project): A consartium
comprising several standards organizations which develop
protocols for mebile telecommunications. The initial goal was

to develop a global technical specification for a 3G mobile phone
systern. Since then, the operations have been extended and today
the main focus is on 5G networks,

4G (Fourth Generation Mobile Communications): The fourth
generation of mobile communications standards based on LTE,
offering IP data connections only and providing true breadband
internet access for mabile devices. See also LTE.

5G [Fifth Generation Mobile Communications): The next major
phase of mobile telecommunications standards. 5G is a complete
redesign of network architecture with the flexibility and agility to
support upcoming service apportunities. It delivers higher speeds,
higher capacity, extremely low latency and greater reliability.

Access network: A telecommunications network between a local
exchange and the subscriber station,

Airframe: Our 5G-ready, end-to-end data center solution that
combines the benefits of cloud computing technologies with the
requirements of the core and radio telecommunications world.
Itis available in Rackmount and Open Compute Project {OCP) farm
factars. This enables the solution to be very scalable: fram small
distributed latency-optimized data centers to massive centralized
hyperscale data center deployment.

AirScale Radio Access: A 5G-ready complete radio access
generation that helps operators address the increasing demands
of today and tormarrow. The solution comprises: Mokia AirScale
Base Station with multiband radio frequency elements and system
modules; Mokia AirScale Active Antennas; Cloud RAN with Mokia
AirScale Cloud Base Station Server and the cloud-based AirScale
RMC {Radio Netwark Contraoller) for 3G; Nakia AirScale Wi-Fi;
commen software; and services which use intelligent analytics

and extreme automation to maximize the performance of

hybrid networks.

Alcatel-Lucent: Alcatel-Lucent Group, that has been part of the
Mokia Group since 2016.

Anyhaul: Mobile transpart solution for 5G networks covering
microwave, IP, optical and broadhand.

Artificial Intelligence {Al): Autonomous and adaptive intelligence
of machines, where machines have the ability to perform tasks in
complex environments without constant guidance by a user and
havea the ability to improve perfarmance by learning from
experience.

Bandwidth: The width of a communication channel, which affects
transmission speeds over that channel.

Base station: A network element ina mabile network responsible

for radio transmission and reception to or from the mobile station.

&0

Broadband: The delivery of higher bandwidth by using
transmission channels capable of supporting data rates greater
than the primary rate of 9.6 Kbps.

Churn: A measure of the number of customers ar subscribers who
leave their service provider, e.g. a mobile operatar, during a given
time period,

Cloud: Cloud computing is a model for enabling ubiguitous,
convenient, on-demand network access to a shared pool of
configurable computing resources [e.g., networks, servers,
storage, applications and servicesl that can be rapidly provisioned
and released with minimal management effort.

CloudBand: Our loud management and orchestration sclutions
enabling a unified cloud engine and platfarm for Netwaork Functions
Virtualization (MFV). See also NFV.

Common Software Foundation {CSF): As a coherent software
suite, Mokia's cloud-native Common Software Foundation is
designed to deliver applications that are hardware- and vendor-
agnostic, and easy to deploy, integrate, use and upgrade.

Converged core: Wireless and fixed access convergence within
the core. As we maove towards a 56 standalone core, sarvice
providers will be able to use a common set of contral plane
functions within the core to manage both wireless and fixed user
plane functions. The ability of a unified contral plane will simplify
operations and provide independent location, scaling and lifecycle
management capabilities.

Convergence: The coming together of two or more disparate
disciplines or technologies. Convergence types are e g. IP corwergence,
fixed-mobile convergence and device convergence,

Core network: A combination of exchanges and the basic
transmission equipment that together form the basis for
netwark services.

CSP: Communication service providers,

Customer Experience Management: Software suite used to
manage and improve the customer experience, based an
customer, device and network insights.

Devices & Services: Our former mabile device business,
substantially all of which was sold to Microsaft.

Digital: A signaling technique in which a signal is encoded into
digits for transmission,

Discontinued operations: The cantinuing financial effects of the
HERE business and the Devices & Services business. HERE was
divested to an automotive consortiurm and substantially all of
the Davices & Services business was sold to Microsoft.

Ecosystem: An industry term to describe the increasingly large
communities of mutually beneficial partnerships that participants
such as hardware manufacturers, software providers, developers,
publishers, entertainment providers, advertisers and ecommerce
specialists formin order to bring their offerings to market. At the
heart of the major ecosystems in the mobile devices and related
services industry is the operating system and the development
platform upon which services are built,

ETSI {European Telecommunications Standards Institute):
Standards produced by the ETSI contain technical specifications
laying down the characteristics required for a telecommunications
product.
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Fixed Networks: Our Fixed Networks business group provides
copper and fiber access products, solutions, and services,

Fixed Wireless Access {FWA): Uses wireless natworks Lo connect
fixed locations such as homes and businesses with broadband
services,

Future X: & netwaork architecture - a massively distrinuted, cognitive,
continuously adaptive, leaming and optimizing network connecting
humansz, senses, things, systems, infrastructure, processes.

G.fast: A fixed broadband technology able to deliver up to 1Gbps
over very shart distances {for example, for in-building use, also
called "Fiber-to-the-Building"). Launched in 2014, G.fast uses
more frequencies and G.fast Vectoring techniques to achieve
higher speeds,

Global Services: Our Global Services business group provides
a broad variety of services to communication service providers
and enterprises ranging from network infrastructure services,
professional services and managed operations to network
cognitive services and analytics.

GPON {Gigabit Passive Optical Network): A fiber access
technology that delivers 2.5Gbps over a single optical fiber to
multiple end paoints including residential and enterprise sites.

GSM {Global System for Mobile Communications): A digital system
for mabile communications that is based on a widely accepted
standard and typically operates in the 900 MHz, 1800 MHz and
1900 MHz frequency bands. See also 2G.

GSM-R {GSM-Railway): An international wireless communications
standard for railway cormmunication and applications. A sub-
system of European Rail Traffic Management System (ERTMS),

it is used for communication between train and railway regulation
control centers,

HERE: A former Nokia company focused on mapping and location
intelligence services, which was divested to an autometive
cansortiumin 2015,

Internet of Things {loT): All things such as cars, the clothes
we wear, househald appliances and machines in factories
connected to the internet and able to automatically learn
and organize themselves.

IP {imternet Protocol): A network layer protocal that offers
a cannectionless internet work service and farms part of the
[Transmission Control Protocol) TCPAP protocol.

IP {Intellectual Property): Intellectual property results from
ariginal creative thought, covering items such as patents, copyright
material and trademarks, as well as business models and plans,

IPR {Intellectual Property Rights): Legal rights protecting the
economic exploitation of intellectual property, a generic term

used to describe products of human intellect, far example patents,
that have an economic value,

IP/MPLS {IP Multiprotocol Label Switching): IF/MPLS is 2 routing
technigue in telecommunications networks that directs data from
one node to the next based on short path labels rather than long
network addresses, thus avoiding complex lookups in a routing
table and speeding traffic flows,
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IPR licensing: Generally an agreement or an arrangement where a
company allows another company to use its intellectual property
isuch as patents, trademarks ar copyrights) under certain terms.

IP/Optical Networks: Qur IP/Optical Metworks business groun
provides the key IP routing and optical transport systems, software
and services to build high capacity network infrastructure for the
internet and global connectivity.

LTE {Long-Term Evolution): 31GFP racio technclogy evalution
architecture and a standard for wireless communication of
high-speed data. Also referred to as 4G.

Mission-critical networks/communications: One of the key
elements of 5G. Mission-critical communications meets the needs
of emergency responders such as emergency aperations centers,
fire departments, emergency vehicles, police, and search and
rescus services, replacing traditional radio with new communications
capabilities available to smartphone users.

Mobile broadband: Refers to high-speed wireless internet
connections and services designed to be used from multiple
locations.

Mobile Networks: Our Mobile Networks business group offers
an industry-leading portfalio of radio access networks solutions,
including 2G, 3G, 4G, 5G and Single-RAN, microwave radio links
and cloud computing hardware platforms.

MPLS: Multiprotacol Label Switching, a routing technique far
networks,

MSO: Multiple System Operators {MS0) are operators of multiple
cable television systerns. The majarity of systermn operators run
cable systerns in more than one community and hence most of
them are multiple system operatars.

Networks segment: One of our three reportable segments until
the end of 2020. As Nokia's new cperating model became effective
on January 1, 2021, the reportable segments changed accordingly.

NFV {Network Functions Virtualization): Principle of separating
network functions from the hardware they run an by using virtual
hardware abstraction.

Nokia Bell Labs: Our research arm engaged in discovering and
developing the technological shifts needed for the next phase
of human existence as well as exploring and solving complex
prablems to radically redefine netwarks.

Nokia Enterprise: Recognizing the growth potential of our
business within the enterprise customer segment, we created
Nokia Enterprise business group, effective 1 January, 2019.

It addresses the mission- and business-critical networking
requirements of asset-intensive industries such as transportation,
energy, manufacturing and logistics - as well as governments

and cities.

Nokia Networks: Our former business focused on mobile network
infrastructure software, hardware and services.

Mokia Software: Our business group and a reportable segment
offering carrier-grade software applications and platforms to
provide operations and business support systems, build, deliver,
and aptimize sarvices, enable their monetization, and to improve
customer experience,
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Glossary continued

Mokia Technologies: Our business group and a reportable segment
focused on advanced technology development and licensing,

MNon-Standalone {NSA): Network architecture that is built over
an existing 4G network.

MNuage Networks: A Mokia brand, focused on creating Software
Defined Networking (SDN) sclutions that simplify and automate
communication service providers' cloud networks and enterprise
Wide Area Networks {SD-WAN).

Operating System {05): Scoftware that contrals the basic operation
of a computer or a mobile device, such as managing the processor
and memory, The term is also often used to refer more generally
to the software within a device e.g. the user interface.

Packet: Part of a message transmitted over a packet-switched
network,

Platform: Software platform is a term used to refer to an
operating system o programming environment, or a combination
of the two.

PON {Passive Optical Network): A fiber access architecture in
which unpowered fiber aptic splitters are used to enable a single
optical fiber to serve multiple end-points without having to
provide individual fibers between the hub and customer.

Programmable world: A world where connectivity will expand
miassively, linking peaple as well as billions of physical objects -
from cars, home appliances and smartphones, to wearables,
industrial equipment and health moniters. What distinguishes
the Programmable Warld from the Internet of Things (loTl is the
intelligence that is added to data to allow pecple to interpret
and useit, rather than just capture it

PSE-3: The PSE-3 chipset is the first coherent digital signal
processor to implement Probabilistic Constellation Shaping (PCSI,
a modulation technique pioneered by Mokia Bell Labs.

RAN {Radio Access Network): A mobile telecommunications
system consisting of radio base stations and transmission
equipment.

SDAN: Software Defined Access Network,

SDN {Software-Defined Metwark): Decoupling of network contraol
and data forwarding to simplify and automate connections in data
centers, clouds and across the wide area.

SD-WAN: Software-Defined Metwaorking in a Wide Area Network
[WAN) that simplifies and automates enterprise networks,
seamlessly connecting users and applications, from branch
office to cloud.

SEP {Standard-Essential Patent): Generally, patents needed

to produce products which work on a standard, which companies
declare as essential and agree to license on Fair, Reasonable and
MNon-Discriminatory (FRAND) terms. Can be referred to as essential
patent also.

Single RAN: Single RAN (S-RANI allows different radio technologies
to be provided at the same time from a single base station, using
a multi-purpose platform.

Small cells: Low-powered radio access nodes (micro cells or
picocells) that are a vital element in handling very dense data
traffic demands. 3G and LTE small cells use spectrum licensed by
the operator; Wi-Fi uses unlicensed spectrum which is therafore
nat under the operatar's exclusive contral.

PL

Standalone {SA): Hetwork architecture that allows independent
operation of 3 5G service without interaction with an existing 4G
core and &0 radio netwark.

Technology licensing: Generally refers an agreement or
arrangement where under certain terms a company provides
another company with its technology and possibly know-how,
wheather protected by intellectual property or not, for usein
products ar services offered by the other company.

Telco cloud: Applying cloud computing, SDM and NPV principles
in telecommunications environment, e g. separating application
software from underlying hardware with automated,
programmable interfaces while still retaining telecommunications
requirements such as high availability and low latency.

Transmission: The action of conveying signals from one point
to ane or more ather paints,

TXLE {Technical Extra-Large Enterprise): Technically sophisticated
companies, such as banks, that invest heavily in their own network
infrastructures to gain a key competitive advantage.

VDSL2 (Very High Bit Rate Digital Subscriber Line 2): A fixed
broadband technology, the successor of ADSL. Launched in 2007,
it typically delivers a 30Mbps broadband service from a strest
cabinet [also called a "Fiber-to-the-Node" deployment] over
existing telephone lines.

VDSL2 vectoring: A fixed broadband technology launched in 2011,
able to deliver up to 100Mbps over a VDSL2Z line by applying noise
cancellation technigues to remove cross-talk between neighbaoring
WDSLZ lines.

Virtual Reality {VR): The simulation of 3 three-dimensional image
or environment that can be interacted with in a seemingly real or
physical way by a person using special electrenic equipment,

such as a helmet with a screan inside or gloves fitted with sensors.

Vol TE (Voice aver LTE): Required to offer voice services an

an all-IP LTE network and generally provided using IP Multimedia
Subsystem, which is an architectural framework designed to deliver
IP-based multimadia services on telecommunications networks;
standardized by 3GPP.

WAN {Wide Area Network): A peographically distributec private
telecommunications network that interconnects multiple local
area networks.

WCDMA (Wideband Code Division Multiple Access): A thirc-
generation mobile wireless technology that offers high data speeds
to maobile and portable wireless devices, Also referred to as 3G.

Webscale companies: Companies - such as Google, Microsoft,
and Alibaba - which are investing in cloud technology and network
infrastructure on an increasing scale to fulfill their needs for
massive, mission-critical networks.

WING: Worldwide loT Network Grid is a managed service that offers
CSPs the ability to support their enterprise customers with global
loT connectivity across borders and technologies.

WLAN {Wireless Local Area Network): A local area network using
wireless connections, such as radio, microwave or infrared links,
in place of physical cables.
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Investor information

Investor information

Information on the intemet
www,nokia.com

Available on the internet: financial reports, members of the Group Leadership Team, other investor-related materials and events,
and press releases as well as enwironmental and social information, including our Sustainability Report, Code of Conduct, Corporate
Governance Statement anc Remuneration Statement.

Investor Relations contacts
investor relations{@nokia.com

Annual General Meeting

Date;  April 8, 2021

Place:  Helsinki, Finland

Dividend

The Board proposes to the Annual General Meeting that no dividend be paid for the financial year 2020.
Financial reporting

Our interim reports in 2021 are plannad to be published on April 29, 2021, July 29, 2021 and October 28, 2021. The full-year 2021
results are planned to be published in February 2022.

Information published in 2020
All our global press releases and statements published in 2020 are available on the internet at www.nokia.com/en_int/news/releases.

Stock exchanges

The Nokia Corporation share is quoted on the following stock exchanges:
Symbol Trading currency

Masdag Helsinki {since 1915) MOKIA EUR

Mew Yark Stock Exchange {since 1994) MOK UsD

Euronext Paris [since 2015} MOKIA EUR
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Contact information

Contact information

Mokia Head Office
Karakaari 7

FI-02610 Espoo, Finland
FINLAND

Tel. +358 {01 10 44 88 000
Fax +358 (01 10 44 81 002
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Corporate governance statement

Corporate
oovernance
Statement

This corporate governance
statement is prepared in
accordance with Chapter 7,
Section 7 of the Finnish Securities
Markets Act (2012/746, as
amended) and the Finnish
Corporate Governance Code
2020 (the “Finnish Corporate
Governance Code”).

Introduction

In 2020, we continued delivering on Mokia's
commitment to strong corporate governance
and related practices. To do that, the Board
activities are structured to develop the
company's strategy and to enable the

Beoard to suppert the management on the
dalivery of it within a transparent governance
framework. The table below sets out a
high-level overview of the key areas of focus
far the Board's and its Committees’ activities
during the year in addition to regular business
and financial updates st each Board meeting
and several reviews of the impacts and actions

relating to the COVID-19 pandemic,

January February/March April
Board - Digitalization update = CEO change - Transformation update
- Ethics & compliance and litigation - Postponing 2020 AGM due to - Convening the rermate AGM
update COVID-19
- Board evaluation - Remuneration Policy to be
presented to the AGM
- Mokia Equity Program 2020
Corporate Governance - Board composition and - AGM proposals
and Nomination remuneration
Committee - Corporate governance statement - -
Personnel - Incentive targets and objectives - CEQ remuneration
Committee - Maokia Equity Program - Remuneration Policy review
- Iwestor feedback on
rermunearation practices
Audit - Qéandfull-year 2019 financials, - Q1 financials
Committee annual report - Compliance, internal audit
- Compliance, internal audit and and internal controls updates
internal controls updates - Auditor reparting
- Auditar reporting - Tax update
- Update by the new auditor - Cyhersecurity
- AGM proposals to the Board - Conflict Minerals Report
. N - Structured finance update
Technology - Review of strategic technology
Committee initiatives
- Updatas onmajor innovation
and technology trends
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Furthermare, there were a number of
significant corporate governance events in
2020, Inaddition ta the new Board Chair and
Vice Chair, the President and CEO and the
Chief Financizl Officer were changed and we
also announced several changes in the Group
Leadership Team structure and compaosition.
We also held our first-ever fully remote annual
general meeting at which the first vote was
taken on the Remuneration Policy applicable
to the Board members and the Prasident
and CEQ.

Changes in the Board, management

and auditor in 2020

At the end of 2019 then Chair of the Board
Risto Sillasmaa infarmed the Board's
Corporate Governance and Momination
Committee that he will no longer be available
to serve on the Mokia Board of Directors

after the Annual General Meeting in 2020.

Mr. Siillasmaa had been a Mokia Board member
since 2008 and served as Board Chair from
2012 onwards, He also served as interim CEQ
of Mokia frarm 2013 to 201 4. Cansequently,
Vice Chair Sari Baldauf was elected as the new
Chair of the Board and Kari Stadigh as the new
Vice Chair following their re-election to the
Board by the Annual General Meeting in 2020.

On March 2, 2020, Nokia's Board of Directars
appointed Pekka Lundmark as the President
and CEQ of Mokia and he started in his new
rale on August 1, 2020, The previous
President and CEQ Rajeev Suri stepped down

fram his position on July 31, 2020 while
continuing to serve as an advisar to the
Mokia Board until January 1, 2021,

OnJune 11, 2020, Nokia announced the
appointment of Marco Wirén as the new Chief
Financial Officer of Mokia, effective September
1, 2020. The previcus Chief Finandal Officer
Kristian Pullcla stepped down from his
position on August 31, 2020,

OnOctober 29, 2020, Pekka Lundmark
announced the composition of the new Group
Leadership Team, effective January 1, 2021.
Refer to the section onthe Group Leadership
Team and the President and CEQ below for
further infarmation.

OnJanuary 1, 2020 Deloitte Oy started as
the new auditor of the company as result of
the auditor rotation resclved by the Annual
General Meating in 2019,

Annual General Meeting 2020 and 2021
OnMarch 18, 2020, Nekia cancelled the
Annual General Meeting ariginally convenad
to be held on April 8, 2020 due to the
COVID-19 pandemic and related restrictions
an public gatherings.

Onapril 27, 2020, the Board resolved on
extraordinary measuras pursuant to the
ternporary legislation approved by the
Finnish Parliament on April 24, 2020, In arder
to prevent the spread of the COVID-19
pandemic, the Annual General Meeting was

Corporate governance

convened to be held without shareholders
and their proxy representatives being
present at the meeting venue, Participation

in the Annual General Meeting and use of
shareholder rights was possible only by voting
in advance, by submitting counterpropasals
and asking questions in advance,

The Annual General Meeting 2020 eventually
toak place at the Company's headguarters
in Espoo on May 27, 2020. Approximatealy
43 000 sharehalders representing
approximately 2 300 million shares and
vates ware represented at the Annual
General Meeating through advance voting.
The Annual General Meeting supported all of
the Board's proposals by atleast 86 percent
of the votes cast.

As the COVID-19 situation remains serious,
Mokia Corporation's Annual General Meeting
2021 is planned to be held on April 8, 2021
under extraardinary measures pursuant to the
tempaorary legislation, which entered into farce
on Octaber 3, 2020 to prevent the spread of
the COVID-19 pandemic. Participation and
exercise of shareholder rights in the meeting
will be possible only by voting in advance and
by submitting counterpropasals and asking
questions in advance. It is not possible for the
sharehelders or their proxy representatives

to participate in the meeting at the meeting
venue. Proposals of the Board of Directors

to the Annual General Meeting 202 1 were
published on February 4, 2021.

May July

September/Cctober

December

= Technclogy Strategy update =

Annual sustaina hility review -

Annual strategy meeting =

Annual planand long-range plan
Enterprise Risk Management
- Business group strategy planning

- Digitalization update - Keymarket strategies - Mew operating model planning -
- Appointment of the new
Board Chair
- Organization of the Board - Future Board compasition
and its Committees - Corporate governance update
- GLT LTI nominations - AGM update - Alignment on LTl approach
= Investor feedback from - PC Advisor update - Risk review

Remuneration Folicy voting
in AGM

- Review of strategic technology
initiatives

= Updatesan major innovation
and technology trends

Review of Share Ownership

and Clawback Policies

Q2 financials -
Auditor reporting -
Compliance, internal auditand -
internal controls updates
Climate-related financial -
disclosures -

Q3 financials

Auditor reparting
Compliance, internal audit,
internal controls updates
Financial IT

Cybersecurity

Review of strategic technology
initiatives

Updates on major innovation
and technology trends

Board evaluation process
Board's diversity principles
Proxy advisor policy update
2021 incentive program
framewark

Culture

Rernuneraticn Repart for 2020
CFO organization

Pensions update

20-F and annual report update
Financing strategy

Annual Charter and Policy review

Raview of strategic technalogy
initiatives

Updates on major innovation
and technology trends
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Corporate governance statement
continued

Corporate governance framework

General Mi'-![-‘.'t‘l[ig of Shareholders

Board of Directors
Audit Committes

External
Audit

Corporate Governance and
MNomination Committee

Internal
Audit

Persannel Committes
Technology Committee

President and CEO

Group Leadership Team

Regulatory framework

Our corporate governance practices

comply with Finnish laws and regulations,
our Articles of Association approved by the
shareholders and corporate governance
guidelines {Corporate Governance Guidelines)
adopted by the Board of Directars.
Corporate Governance Guidelines reflect our
commitment to good corporate governance.
They include the directors’ responsikilities,
the composition and election of the members
of the Board and its Committees, and
certain other matters relating to corporate
governance, We also comply with the Finnish
Corporate Governance Code issued by the
Securities Market Association.

In addition, we comply with the rules and
recormmendations of Nasdag Helsinki and
Euronext Paris as applicable to us due to

the listing of our shares on the exchanges.
Furthermore, as a result of the listing of aur
American Depositary Shares on the New York
Stock Exchange [NYSE] and our registration
under the LS Securities Exchange Act of
1934, we follow the applicable LS. federal
securities laws and regulations, including the
Sarbanes-Oxley Act of 2002 aswell as the
rules of the MYSE, in particular the corparate
governance standards under Section 303A of
the NYSE Listed Cornpany Manual. We camply
with these standards to the extent such
provisions are applicable to us as a foreign
private issuer.

Ta the extent any non-domestic rules would
require a violation of the laws of Finland,

we are abliged to comply with Finnish law.
There are no significant differences in the
corporate governance practices applied by
Makia compared with those apgplied by the

US companies under the NYSE corparate
governance standards with the exception that
Makia complies with Finnish law with respact
to the approval of equity compensation plans.
Under Finnish law, stock option plans require
shareholder approval at the time of their
launch. All other plans that include the
delivery of company stock in the form of
newly issued shares or treasury shares
requira shareholder approval at the time

of the delivery of the shares unless a
shareholder approval has been granted
through an autharization to the Board, a
rmaximurm of five years earlier. The NYSE
corporate governance standards require that
the equity compensation plans are approved
by the company’s shareholders, Mokia aims to
minimize the necessity for, or consequences
of, canflicts between the laws of Finland

and applicable non-domestic corporate
governance standards,

In addition to the Corporate Governance
Guidelines adopted by the Board, the
Committees of the Board have adopted
charters that define each Cormmittea’s main
duties and operating principles. The Board has
also adopted the Code of Conduct that applies
to directors, executives, and employees

of Mokia, as well as employees of Mokia's
wholly-owned affiliates and subsidiaries.

The Cade of Conduct also applies ta directars,
officers, and employees of other business
entities (such as joint ventures) inwhich Maokia
owns a majority of the shares or exercises
effective contral. Furthermore, the Board has
adapted the Code of Ethics applicable to aur
key executives, induding the President and
CED, CFO and Corporate Contraller,

Main corporate governance
bodies of Nokia

Pursuant to the provisions of the Finnish
Limited Liability Companies Act {2006/624,
as amended)] [the Finnish Cornpanies Act) and
Maokia's Articles of Association, the control and
management of Nokia are divided among the
shareholders at a general meeting, the Board,
the President and CED and the Group
Leadership Team, chaired by the President
and CEQ.

General Meeting of Shareholders

Mokia shareholders play a key rolein corporate
governance, with cur Annual General
Meeting offering a regular cpportunity to
exercise their decision-making power in the
company. In addition, at the meeting the
shareholders may exerdse their right to
speak and ask questions, althoughin 2020
the use of shareholder rights happened by
remate means only due to the COVID-19
pandemic and related precautions taken

in grder to ensure the health and safety

of our shareholders, employees and ather
stakehaolders, Refer to section "Introduction-
Annual General Meeting 2020 and 2021
above for further information.

Each Mokia share entitles & shareholder to one
vaote at general meetings of Nokia. The Annual
General Meeting decides, among other things,
on the election and remuneration of the
Board, the adoption of the annual accounts,
the distribution of profit shown on the
balance sheet, and discharging the members
of the Board and the President and CEQ from
[iability, as well as on the election and fees of
the extarnal auditor, Starting from the 2020
Annuzl General Meeting, the Remuneration
Policy shall be presented to the general
meeting at least every four years and the
Remuneration Report annually from 2021,
Resolutions regarding the policy and report
are advisary.

In addition to the Annual General Meeting,
anExtragrdinary General Meeting may be
comvened when the Board considers such

a meeting to be necessary, or when the
provisions of the Finnish Companies Act
mandate that such a meeting must be held,
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Board of Directors

The operations of Mokia are managed

under the direction of the Board, within the
framework set by the Finnish Companies Act
and Mokia's Articles of Association as well as
any complementary rules of procedure as
defined by the Board, such as the Corporate
Governance Guidelines and the charters of
the Board's Committees.

Election and composition of the Board of
Directors, election of the Chair and Vice
Chair of the Board and the Chairs and
members of the Board's Committees
Pursuant to the Articles of Association of
Mokia Corporation, we have a Board that is
composed of a minimum of sevenand a
maximurmn of 12 members. The Boardis
elected at least annually at each Annual
General Meeting with a simple majarity of the
shareholders’ votes cast at the meeting. The
term of a Board member begins at the dosing
of the general meeting at which he or she was
elacted, or later as resolved by the general
meeting, and expires at the closing of the
following Annual General Meeting. The Annual

General Meeting convenes by June 30annually.

Our Board's leadership structure consists of a
Chair and Vige Chair elected annually by the
Board, and confirmed by the independent
directors of the Board from among the Board
members upon the recommendation of the
Corporate Governance and Momination
Committea. The Chair of the Board has
certain specific duties as stipulated by Finnish

law and cur Corporate Governance Guidelines.

The Vice Chair of the Board assumes the
duties of the Chair of the Board in the event
he ar sheis prevented from performing his
or her duties.

The independent directars of the new Board
also confirm the election of the members
and chairs for the Board's Committees from
among the Board's independeant directors
upon the recommendation of the Corporate
Governance and Momination Committee
and based on each Committea's member
qualification standards. These elactions
take place at the Board's assembly meeting
following the general meating.

Board diversity

The Board has adopted principles concerning
Board diversity describing our commitrment
ta pramoting diverse Board composition and
how diversity is embeddedinto our processes
and practices when identifying and proposing
new Board candidates as well as re-election
of current Board members,

Corporate governance

At Nokia, diversity is not a static concept but
rather a relevant mix of required elements for
the Board as a whole that evolves with time
based on, amang other things, the relevant
business objectives and future needs of
Mokia, The Board diversity is treated as a
means of improvement and development
rather than anend in itself. Diversity of our
Board is considered fram a number of aspects
including, but not limited to, skills and
experience, age, nationality, ethnicity, cultural
and educational backgrounds, gender identity,
sexual orientation as well as other individual
qualities. Both genders shall be represented
on the Board.

Nokia acknowledges and supports the
resclution adapted by the Finnish
Government on February 17, 2015 on gender
equality on the boards of directars of Finnish
large and mid-cap listed companies. We repert
annually our objectives relating to both
genders being represented onour Board, the
means to achieve them, and the progresswe
have made inachieving them. We have met
our aim ta have representation of at least
40% of hoth genders on cur Board.

Currently there are six different nationalities represented in the Board and 44% of the Board members are female,

Ind ependence af Carparate
the company Gavernance
Year of and major Audit  and Nomination Personnel Technology
Gender Birth Hationality Tenure'™ sharchalders™ Committee ™ Committee™  Committee™  Committoe™
Sari Baldauf (Board Chair) Fermale 1955 Finnish 2 Independent Member Membar
ari Stadigh (Board Vice Chair} Male 1955 Finnish 9 Independent Chair Mambwer
Bruce Brown Male 1958  American 8  Independent Member Chair Mermber
Thamas Dannenfeldt Male 1966 Garman 0 Independent Member Member
Jeanette Horan Fernale 1955 British 3 Independent Member Member
Edward Kozel Male 1955  American 3 Independant Member Chair
Elizabeth Melson Femala 1960  American 8  Independent Membar Mamber
Saren Skou Male 1964 Darnish 1 Independent Member
Carla Smits-Musteling Female 1966 Dutch 4 Independent Chair Member
1] Terrns as Nokia Board reriber before the Anou# General Meeting on May 27, 2020,
12) As of May 27, 2020,
Experience and skills of the Board members
000000 o 000 -]
General management and business operations nr |ﬁ| |ﬁ| | W Finance and accounting I Iﬁ"ﬁ"ﬁ] Iﬁ'

Chief Executive Officer

Chief Financial Officer

Chief Technology Officer
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Corporate governance statement
continued

Members of the Board of Directors

Until the Annual General Meeting held on
May 27, 2020, the Board consisted of

10 members Sari Baldauf {Vice Chair],

Bruce Brown, Jeanette Horan, Edward Kozel,
Elizaheth Nelson, Olivier Piou, Risto Sillasmaa
{Chair), Seren Skou, Carla Smits-Musteling
and Kari Stadigh.

The Annual General Meeting held an May 27,
2020 elected nine members to the Board for
aterm ending at the dose of the next Annual
General Meeting. Sari Baldauf, Bruce Brown,
Jeanette Horan, Edward Kozel, Elizabeth
Melson, Saren Skou, Carla Smits-Musteling
and Kari Stadigh were re-elected and Thomas
Dannenfeldt was elected as a new member.
Faollowing the meeting, the Board also elected
Sari Baldauf to serve as the new Chair and
kari Stacigh as the new Vice Chair of the Board.

Proposals of the Board of Directors to the
Annual General Meeting 202 1 were published
on February 4, 20217, Elizabeth Melson has
informed that she will no longer be available
to serve on the Mokia Board of Directors after
the Annual General Meeting. Consequently,
the Board proposes, on the recommendation
of the Board's Corporate Governance and
Momination Committae, that the following
eight currant Board members be re-elected as
members of the Makia Board of Directors far
a term ending at the close of the next Annual
General Mesating: Sari Baldauf, Bruce Brawn,
Thomas Dannenfeldt, Jeanette Horan, Edward
kozel, Seren Skou, Carla Smits-Nusteling, and
Kari Stadigh. The Corporate Governance and
Mamination Committee will also propose in
the assembly meeting of the new Board of
Directors that Sari Baldauf be re-elected as
Chair of the Board and Kari Stadigh as Vice
Chair of the Beard, subject to their election
to the Board of Directars.

The current and proposed members of the
Board are all non-executive. For the term that
began at the Annual General Mesting 2020
and far the term starting from the Annual
General Mesating 2021, all Board member
candidates have been determined to be
independent from Mokia and significant
shareholders under the Finnish corporate
governance rules and the rules of the NYSE,
as applicable. Any possible changes impacting
the independence assessment would be
assessed as of the date of the Annual

General Meeting.

We do not have a policy concerning the
cambination ar separation of the roles of the
Chair of the Board and the President and CED.
Our leadership structure is dependent onour
neads, shareholder value and other relevant
factors applicable from time to time, while
respecting the highest corporate governance
standards. In 2020, the roles of the Chair

of the Board and the Prasident and CEQ

were separate,
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Biographical details of our current
Board members

Chair Sari Baldauf

b. 1955

Chair of the Mokia Board. Board member
since 2018. Chair since 2020. Member of
the Corporate Governance and Momination
Committee and the Technology Committee.

Master of Business Administration, Helsinki
Schoal of Economics and Business
Administration, Finland. Bachelor of Scienca,
Helsinki School of Economics and Business
Administration, Finland. Honorary doctorates
in Technology {Helsinki University of
Technology, Finland) and Business
Administration (Turku School of Econormics
and Business Administration and Aalto
University School of Business, Finland),

Executive Vice President and General Manager,
Metwaorks Business Group, Mokia, 1998-2005.
Various exacutive positions at Mokia in Finland
and the United States 1983-1998.

Member of the Supervisory Board and
Mamber of the Momination Committee of
Daimler AG, Member of Supervisary Board of
Daimier Truck AG. Member of the Board of
Directors and Chair of the Audit Committes
of Aalto University, Chair of the Board of
Directors of Vexve Armatury Oy, Senior
Advisor of DevCo Partners Oy. Member of
the Board of Directars of Demos Helsink.
Member of the Board of Directors and
Member of the Executive Committes of
Technology Industries of Finland.

Mernner of the Supervisory Board of
Deutsche Telekom AG 2012-2018. Chair
of the Board of Directors of Fortum Oyj
2011-2018. Member of the Board of
Directors of Akza Nobel 2012-2017.

Vice Chair Kari Stadigh

b. 1955

Vice Chair of the Nokia Board. Board member
since 2011, Vice Chair since 2020, Chair of
the Corporate Governance and Mormination
Committee and member of the Persaonnel
Committes,

Master of Science [Eng ), Helsinki University
of Technology, Finland. Bachelor of Business
Administration, Hanken School of Economics,
Helsinki, Finland.

Group CED and President of Sampa ple
2009-2019. Deputy CED of Sampo plc
2001-2009, President of Sampo Life
Insurance Company Limited 1999-2000.
President of Mova Life Insurance Compary Ltd
1996-1998, President and COO0 of Jaakko
Payry Group 1991-1996.,

Member of the Board of Directors of Metsa
Outotec Corporation.

Chair of the Board of Directors of Mandatum
Life Insurance Company Limited 2001-2019,
Chair of the Board of Directors of If PAC
Insurance Holding Ltd 2002-2019. Member
of the Board of Directors of Mordea Bank AR
lpuill 2010-2018. Chair of the Board Risk
Cormmittee {BRIC) of Nordea Bank AB {publ)
2011-2018.

Bruce Brown

b. 1958

Mokia Board member since 2012, Chair of
the Personnel Committee. Member of the
Corporate Governance and Momination
Committee and the Technology Committee.

MBA Xavier University, the United States. BS
{Chemical Engineeringl, Polytechnic Institute
of Mew York University, the United States.

Chief Technology Officer of the Procter &
Gamble Company 2008-2014. Various
exgcutive and managerial positions in Baby
Care, Ferninine Care, and Beauty Care units

of the Procter & Gamble Company since 1980
in the United States, Germany and Japan.

Member of the Board of Directors, the
Audit Committee and the Nominating and
Corporate Governance Committee of P H.
Glatfelter Campany.

Member of the Board of Directors, the

Audit Committee and the Compensation
Committee of Medpace Inc 2016-2019.
Membar of the Board of Diractors of Agency
far Science, Technology & Research (A*STAR)
in Singapare 2011-2018.

Thomas Dannenfeldt

b. 1966

Mokia Board member since 2020, Member
of the Audit Committee and the Technology
Committes.

Degraa in Mathematics, University of Trier,
Germany.

Chief Financial Officer of Deutsche Telakom
AG 201 4-2018. Chief Finandal Officer of
Deutsche Telekom's German operations
20710-201 4. Various operational positions
(sales, marketing, customer care, finance and
procurement in fixed and maobile business,
national and international positions] in
Deutsche Telekom 1992-2010.

Chair of the Supervisory Board of CECONOMY
AG and mamber of the Board of Advisors at
axxessio GmbH.

Member of the Board of Directors of T-Mobile
U5 2013-2018 and Buy-In 2013-2018.

Chair of the Board of Directors of T-Systems
International 2013-2018 and EE 2014-2016.

MOKA M 2020




Corparate governance

Jeanette Horan Chair Sari Baldauf Vice Chair Kari Stadigh
b. 1955

Mokia Board member sinca 2017, Mamber
of the Audit Cormmitlee and the Technology
Commillee.

MBA, Business Administration anc
Management, Boston Univarsity, the United
Statas, BSc, Matharmatics, Universi by of
London, the Uniled Kingdorm.

Varicus axecutive and managerial posilions
ir IBM 19328-2015. Vice President of Digjtal
Equipment Corporalion 1994-1998. Vice
President, Development of Open Soflware Bruce Brown Thomas Dannenfeldt
Foundation 1589-19494.

Marmber of the Superviscry Board at Wolters
Kluwer, and the Chair of the Rermnuneration
Comemit tee. Mermnber of the Board of Advisors
al Jane Doe Mo More, anon-profit
organization. Member of the Board of
Directers of the Ridgefield Symphony
Orchesira, a non-profil organization.

Mamber of the Board of Acvisors of
Cybereason 2017-2018. Member of the
Board of Direclors of Wast Corporation
2016-2017 and Micrewision 2006-2017. Jeanette Horan Edward Kozel

Edward Kozel

b. 1955

Mokia Board rmember since 2017 . Chair of the
Technology Committee and mermber of the
Audit Committee.

Degree in Electrical Engineering and
Computer Sdence, University of California,
the United States.

President and CEQ of Range Networks
2013-2014. Gwner of Open Range
2000-2013, Chiefl Technclogy and Innovation
Officer and member of the Board of
Management of Deulsche Telekom
2010-2012. CEQ of Skyrider 2006-2008.
Managing Diractor of Integraled Finance
2005-2006. Senior Vice Prasiclent, Business
davelopment and Chief Technology Oficer
anc! Board Member of Cisco 1989-2001.

Marmber of the Advisory Board al Telia
Venlures.

Various Board Membershipsin 199%-2009.
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Corporate governance statement
continued

Elizabeth Nelson

b. 1960

Mokia Board member since 2012, Marrbar
of the Audil Committas and the Personnel
Commillag.

MBA (Finance), the Wharton School, Univarsity
of Pennsylvania, the United States. BS
(Foreign Service), Georgetown University,

the United States.

Executive Vice President and Chief Financial
Officer, Macromedia, Inc. 1947-2005.

Yice President, Corporate Developrment,
Macromadia, Inc. 1996-1997. Varicusroles
in Corporate Devaloprment and International
Finance, Hewlatt-Packard Company
1988-1996.

Chair of the Board of Diractors of DAl
Independeant Mamber of the Board of
Directors and Chair of the Audil Commilttee
of Upwork Inc.

Inclependeant Mermber of the Board of
Directors and Chair of the Audil Commilttee
of Berkeley Lights, Inc.

Inclependent Lead Director and Chair of the
Audlit Committee of Zendesk Ine 2013-2019.
Marriber of the Board of Direclors of Pandora
Madia 2013-2017.

Soren Skou

b. 1964

CEDQ of AP. Maller Mazrsk A/5. Nokia Board
member since 207% Member of the
Personnel Compmittee.

MBA thonours], IMD, Switzerland. Business
Administration, Copenhagen Business School,
Denmark. Maersk International Shipping
Education (M.I.S.E).

Maersk Line Copenhagen CEO 2012-2014,

Maersk Tarkers Copenhagen CEO 2001-2011.

Maersk Tankers Copenhagen Head of Crude
and Product 1999-2001. Maearsk Line
Copenhagen Head of Depar tment
19697-1998. Maersk Line Bajjing Operations
Manager 1994-1996. Maersk Line
Copenhagen and New Jersey, Charterer
and other roles 1983-1934.

Meamber of Internationa Council of
Containership Operators (ICC0),
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Carla Smits-Nusteling

b. 1966

MNokia Board marmber since 2016, Chair of
the Audil Committea and mamber of the
Corporate Govarnance and Momination
Commmithee.

Master's Degree in Business Economics,
Eraamus Univers ty Rotterdam, the
Netherlands. Executive Master of Finance
and Control, Yrije University Amslerdam,
the Natherlands,

Member of the Board of Directors and Chief
Finan cial Officer of KPM 2009-2012. Various
financial postionsin KPN 2000-2009. Various
financial and operational positions in TNT/PTT
Post 1990-2000.

Mernbar of the Supervisory Board since 2013
and Chair of the Audit Committes of ASML.
Chair of the Board of Direclors of TELEZ AB.
Mermber of the Board of Directors, Chair of
the Audit Committee and member of the
Rernuneration and Normination Committee
of Allagro.eu 5S4 Member of the Board of
Diractors of the Stichting Continuitait Aheld
Delhaiza ISCAD) foundation. Lay Juclgain the
Enterprise Courl of the Arstardam Courl

of Appeal since 2015.

Mermber of the Management Board of the
Unilever Trust Office 2015-2019.

Due to transilioning fromone beard to
another, Carla Smits-MNusteling ternporarily
holds four aud L committee positionsin public
companies, including Mokia. She recently
joined the Board and Audit Commiltes of
Allegro au 54 while she will stap down from
tha A5ML Board and Audit Comemi ttes on
April 29, 202 1. As required under the NYSE
corporale governance standards, the Board
has determined that her akility to effectively
serve on Nokia's Audit Committee is not
impaired due to this short period of serving
on more than three audit committees of
listed companias.

Elizabeth Nelson

Saren Skou

Carla Smits-Nusteling
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Operations of the Board of Directors

The Board represents and is accountable

ta the shareholders of Mokia. While its
ultimate statutory accountahility is to the
shareholders, the Board also takes into
account the interests of the Company's other
stakeholders. The Board's responsibilities

are active, not passive, and include the
responsibility to evaluate the strategic
direction of Mokia, its management policies
and the effectiveness of the implementation
of such by the management on a regular
basis. Itis the responsibility of the members
of the Board to act in good faith and with

due care, 50 as to exercise their business
judgement on aninformed basis, ina manner
that they reasonably and honestly believe

to he inthe best interests of Nokia and its
sharenolders. In discharging that obligation,
the members of the Board must inform
themselves of all relevant information
reasonably available to them. The Board and
each Board Committee also have the power
to appaintindependent legal, financial or
other advisors as they deem necessary. The
Company will pravide suffident funding to
the Board and to each Committee to exercise
their functions and provide compensation
for the services of their advisors.

The Board is ultimately responsible for
menitaring and reviewing Mokia's financial
reporting process, effectiveness of related
control and audit functions and the
independence of Nokia's external auditar,
aswell as for monitoring the statutory audit
of the annual and consalidated financial
statements, The Board's responsibilities
also include overseeing the structure and
composition of our top managament

and monitaring legal compliance and

the management of risks related to our
aperations. In daing so, the Board may

set annual ranges and/or individual limits
for capital expenditures, imvestments and
divestitures and financial and non-financial

Meetings of the Board of Directors

commitments that may not be exceaded
without a separate Board approval,

In risk management policies and processes,
the Board’s role includes risk analysis and
assessment in connectionwith financial,
strategy and business reviews, updates and
decision-rmaking proposals. Risk management
palicies and processes are integral parts of
Board deliberations and risk-related updates

are provided to the Board on a recurring basis.

Far a more detailed description of our risk
management polides and processes, refer

to "—Risk management, internal control

and internal audit functions at Maokia—Main
features of risk management systems” below.

Under our Corporate Governance Guidelines,
the Board monitors the sustainability
activities of the company, covering variety

of enwironmental and sodal matters, and it
pericdically reviews the company's related
targets and performance. The Group
Leadership Team decides on the
erwircnmental and social approach and key
targets, and the key targets are incorporated
into the ongoing performance management
and related monthly business reviews of the
business groups by the Group Leadership
Teamn. Inaddition, the Board Committess
monitor enwvironmental and social
developments in their respective areas of
respensibiliies, which in 202 0induded for the
Audit Committee the implementation planning
of dimate related financial reporting and
reviewing the use of conflict minerals in the
company’s products, Persanngl Committee
the incorporation of environmental and
sodal targets in the incentive structures,

and Corporate Governance and Nomination
Committee the assessment of the
environmental, social and governance [ESG)
related governance trends. The business
groups and other units are responsible for
the implermentation the ESG policies and
instructions to their operations.

Corporate governance

The Board has the responsibility for
appointing and discharging the President, the
Chief Executive Officer, Chief Financial Officer
and Chief Legal Officer. Since August 2020,
Pekka Lundmark has served as the President
and CED. His rights and responsibilities
include those allotted to the President under
Finnishlaw and he also chairs the Group
Leadership Team.

The Board approves and the independent
directors of the Board canfirm the
compensation and terms of employment

of the President and CEQ, subject to the
requirements of Finnish law, upon the
recommendation of the Personnel Committee
of the Board. The compensation and
employment conditions of the other members
of the Group Leadership Teamare approved
by the Personnel Committee upon the
recommendation of the President and CED.

Board evaluation

In line with our Corporate Governance
Guidelines, the Board conducts an annual
perfarmance evaluation, which also includes
evaluation of the Board Committees” wark,
the Board and Committee Chairs and
individual Board members. The Board
evaluation is conducted as a self-evaluation
while an external evaluator is periodically
engaged. In 2020, the evaluation process
included both numeric assessments and the
possibility to provide more detailed written
and verbal comments, Feedback is also
requested from selected members of
management as part of the Board evaluation
process, Each year, the results of the
evaluation are discussed and analyzed by
the entire Board and improvement actions
are agreed based on such discussion.

The Board held 20 meetings excluding Committee meetings during 2020, of which approximately 60% were meetings in person/by videa.
In 2020, thase meetings were mainly conducted by access via video as a consequence of travel restrictions in place due to the COVID-19
pandemic. The other meetings were held in writing.

Heeting}sinﬁmum_'- ML;n'tilgi Attendance in
yvideo mwriting all meetings %
Full Board 12 8 100
Audit Committee 6 1] 93
Corporate Governance and Momination Committee 3 1 100
Personnel Committes [ 2 98
Technology Committes 4 0] 100
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Corporate governance statement
continued

Directors’ attendance at the Board and Committee meetings in 2020 s set forthin the table below:

Sari Baldauf [Board Chair)

Kari Stadigh [Board Vice Chairl
Bruce Brown

Thomas Dannenfeldt (from May 27, 20200
Jeanette Horan

Edward Kozel

Elizabeth Nelson

Olivier Piou {until May 27, 20201
Risto Siilasmaa funtil May 27, 20200
Seren Skou

Carla Smits-Nusteling

Corparate
Governance
Audit and Nomination Perzannel Technology
Board Committee Committoe Committee Committes
mecﬁng meetings meetings meetings miectings
a % b
100 100 100 100
100 100 100
100 100 100 100
100 100 100
100 100 100
100 83 100
100 100 88
100 67 100
100 100 100
100 100
100 100 100

Additionally, many of the directors attended, as non-voting abservers, meetings of a Committee of which they were not a member.

Directors meet without management in
connection with each regularly scheduled
meeting, According to Board practicas,
meetings withaut management present
would only be attended by non-executive
directars and be chairad by the non-executive
Chair of the Beard. If the non-axecutive

Chair of the Board is unable to chair these
meetings, the non-executive Vice Chair of the
Board chairs the meeting. Additionally, the
independent directors would meet separately
at least once annually. In 2020, all members
of the Board were non-executive and

determined to be independent from Mokia
and significant shareholders under the Finnish
corporate governance standards and the rules
of the MYSE.

In arder to prevent the spread of the
COVID-19 pandemic, the Board of Directors
resolved pursuant to the temporary
legislation approved by the Finnish Parliament
on April 24, 2020 to hold the Annual General
Meating 2020 without the presence of
shareholders, their proxy advisors, the Board
and the management. Only the Chair of the

Board of Directors

Corporate Governance and

Audit Committee

Oversees the accounting and
financial reparting processes of

MNomination Committee

Prepares the proposals far the
general meetings in respect of

Personnel Committee

Owersees the personngl-related
palicies and practices at Nokia.

Board Risto Siillasmaa was present in person
to open the meeting.

Committees of the Board of Directors

The Board of Directors has four committeas
that assist the Board in its duties pursuant
to their respective committee charters. The
Board may also establish ad hoc committees
far detailed reviews or consideration of
particular topics to be proposed for the
approval of the Board. Any director who so
wishes may attend, as a non-voting observer,
mestings of committees of which they are
not members.

Technology Committee

Engages in a dislogue with and
provides opinions and advice to

Mokia and the audits of its the compesition of the Boardand  Assists the Board in discharging  management with respect to
financial statements aswellas  the director remuneration to be its responsibilities inrelationto  significantinnovation and
the internal controls and appraved by the shareholders, all compensation, including technology strategies of the
compliance program., and monitors issues and practices  equity compensation, of the company which are formulated
related to corporate governance company's executives and their  and executed by the managamant
and proposes necessary actions terms of employment. of the company.
inrespect thereaf.
The Audit Committee The Committee is responsible far assisting u the performance of the company's

The Committee consists of a minimum of
three members of the Board who meet all
applicable independence, financial literacy
and other requirements as stipulated by
Finnish law and the rules of Masdaq Helsinki
and the NYSE. From May 27, 2020, the Audit
Committee has consisted of the following five
members of the Board: Carla Smits-Nusteling
{Chair), Thomas Dannenfeldt, Jeanette Horan,
Edward Kozel and Elizabeth Nelsan,

the Board in the oversight of:

® the quality and integrity of the company’s
finandal statements and related
disclosures;

®m the statutory audit of the company's
finandal statements;

® the external auditor's qualifications and
independence;

® the perfarmance of the external auditor
subject to the reguirements of Finnish law;

internal controls and risk management
and assurance function;

® the performance of the internal audit
function;

m the Company’s compliance withlegal and
regulatory requirements, including the
performance of its ethics and comgliance
program; and

m the pension liabilities, taxation and
cybersecurity of the company.

MOKA M 2020




Indischarging its aversight role, the Audit
Committee has full access to all company
haoks, records, fadilities and personnel. The
Audit Committee alsa maintains procedures
for the receipt, retention and treatment

of complaints received by the comparny
regarding accounting, internal controls, or
auditing matters and for the confidential,
ananymous submission by our employees of
concerns relating to accounting ar auditing
matters. Nokia's disclosure contrals and
procedures, which are reviewed by the Audit
Committee and approved by the President
and CEQ and the Chief Financial Officer,
aswell as the internal contrals over financial
reporting, are designed to provide reasonable
assurance regarding the guality and integrity
of the company’s financial statements and
related disclosures. For further information on
internal control over financial reporting, refer
to “-Risk management, internal control and
internal audit functions at Nokia-Description
of internal contral procedures inrelation to
the financial reporting process” below.

Under Finnich law, an external auditor is
elected by a simple majority vote of the
shareholders at the Annual General Meeting
for one year at a time. The Audit Committee
prepares the proposal to the shareholders,
upon its evaluation of the qualifications and
independence of the external auditar, of the
nominee for election or re-glection. Under
Finnish law, the fees of the external auditor
are also approved by the shareholders by a
simple majority vote at the Annual General
Meeting. The Committee prepares the
proposal to the shareholders in respect of
the fees of the external auditor, and appraves
the external auditor's annual audit fees under
the guidance given by the Annual General
Meeting, Far information about the fees

paid to Nokia's external auditor, Deloitte Oy,
during 2020, refer to "Auditar fees and
services" below.

The Board has determined that all members
of the Audit Committee, including its Chair,
Carla Smits-Nusteling, are "audit committee
finandal experts” as definedin the
requiremnents of ltem 16A of the Annual
Report on Form 20-F filed with the W.S.
Securities and Exchange Commissian {SEC).
Ms. Smits-Musteling and each of the other
members of the Audit Committee are
"independent directors" as defined by Finnish
law and Finnish Corporate Governance Code
and in Section 303A.02 of the NYSE Listed
Company Manual.
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The Audit Cornmittee meets 3 minimum

of faur times a year based on a schedule
established at the first meeting following
the appointment of the Committes. The
Committes meets separately with the
representatives of Nokia's management,
heads of the internal audit, and ethics and
comgliance functions, and the external
auditar in connection with each regularly
scheduled meating. The head of the internal
audit function has, at all times, direct access
to the Audit Committes, without the
invalvernent of management.

Audit Committee pre-approval pelicies

and procedures

The Audit Committee of the Board is
responsible, among other matters, for
oversight of the external auditor's
independence, subject to the requirements of
applicable legislation. The Audit Committee
has adapted a policy regarding anapproval
procedure of audit services performed by the
external auditors of Mokia Group and
permissible non-audit services performed by
the principal external auditor of the Nokia
Group (the “Pre-approval Policy”).

Under the Pre-approval Policy, proposed
services either: (i) may be pre-approved by
the Audit Cormmittee in accordance with
certain service categories described in the
Pre-approval Policy [general pre-approvall;
or (il require the specific pre-approval of the
Audit Committee |specific pre-approvall.
The Pre-approval Policy sets cut the audit,
audit-related, tax and other services that
have received the general pre-approval

of the Audit Committee. All other audit,
audit-related (including services related to
internal controls and significant mergers and
acquisitions projectsl, tax and other services
are subject to specific pre-approval by the
Audit Committee. All service requests
concerning generally pre-approved services
will be submitted to an appointed Audit
Committee delegate within management,
whio will determine whether the services are
within the services generally pre-approved,
The Pre-approval Policy is subject to annual
review by the Audit Committee.

The Audit Committee establishes budgeted
fee levels annually for each of the categories
of audit and non-audit services that are
pre-approved under the Pre-approval Policy,
narmely, audit, audit-related, tax and other
services. At each regular meeting of the Audit
Committes, the auditor provides a report in
order for the Audit Committes to review the
services that the auditor is providing, as well
as the cost of those services,

Corporate governance

The Corporate Governance and Nomination
Committee

The Committee consists of three to five
members of the Board who meet all applicable
independence requirements as stipulated by
Finmish law and the rules of Nasdag Healsinki
and the MYSE. From May 27, 2020 the
Corporate Governance and Momination
Committee has consisted of the following four
members of the Board: Kari Stadigh {Chair],
Sari Baldauf, Bruce Brown and Carla
Smits-Nusteling,

The Committee fulfills its responsibilities by:

m actively identifying individuals qualified to
be elected members of the Board as well as
considering and evaluating the appropriate
level and structure of director
remuneration;

® preparing and evaluating the principles
regarding Board diversity;

® preparing proposals to the shareholders
on the director nominees for aelection at
the general meetings as well as director
remuneration;

® monitoring significant developmentsin the
law and practice of corparate governance
and of the duties and responsibilities of
directors of public companies;

m assisting the Board and each Committee
of the Board in its annual performance
evaluations, including establishing criteria
to be applied in connection with such
evaluations;

m developing and recommending to the
Board and administering Mokia's Corporate
Governance Guidelines; and

m reviewing Mokia's disclosure in the
corparate governance statement.

The Committee has the power and practice
to appoint a recruitment firm to identify
appropriate new director candidates.
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continued

The Personnel Committee

The Committee consists of a minimum of
three members of the Board who meat all
applicable independence requirements as
stipulated by Finnizh law and the rules of
Masdag Helsinki and the MYSE. From May 27,
2020 the Personnel Committee has consisted
of the following four members of the Board:
Bruce Brown Chairl, Elizabeth Nelson, Seren
Skou and Kari Stadigh.

The Committee has overall responsibility
for evaluating, resclving and making
recommendations to the Board regarding:

® compensation of the company’s top
executives and their terms of employment;

® 3l equity-based plans,

® incentive compensation plans, policies and
programs of the company affecting
executives; and

m gther significant incentive plans.

The Committee is responsiole for oversesing
compensation philosophy and principles

and ensuring the Company's compensation
programs are performance-based, and
designed to contribute to long-term
shareholder value creation and alignment
to shareholders' interests, properly
motivate management, and support

overall corporate strategies.

The Technology Committee

The Committee cansists of a minimum of
three members of the Board who meet
applicable independence requirements as
stipulated by Finnish law and the rules of
Masdang Helsinki and the NYSE and have such
skills in innovation, technology and science
miatters as the Board determines adequate
from time to ime. From May 27, 2020 the
Technology Committee has consisted of the
following five members of the Board: Edward
Kozel {Chair), Sari Baldauf, Bruce Brawn,
Thomas Dannenfeldt and Jeanette Horan,

In its dialegue with and pravision of opinions
and advice to the management, the
Committee will periodically review:

® the company's approach to major
technological innovations;

m ey technology trends that may result
in disruptive threats or opportunities;

® high-level risks and cppartunities
associated with the company's Research
and Development Programs; and

m the company’s technological
competitiveness and new stratagic
technology initiatives.

Group Leadership Team and the
President and CEQ

We have a Group Leadership Team that is
responsible for the operative management
of Mokia. The Board appoints the Chair of
the Group Leadership team. The Group
Leadership Teamis chaired by the President
and CEQ. The President and CEQ’s rights and
respansibilities include those allotted to the
President under Finnish law.

On Decerminer 31, 2020, the Group
Leadership Team consisted of 17 members
representing nine different nationalities

and 24% of the members were fernale. On
COctober 29, 2020, we announced changes
to our operating model and resulting
appointments to the Group Leadearship Team
taking effect on January 1, 202 1. At present,
our Group Leadership Team cansists of 10
members, including the President and CEO,
representing seven different naticnalities
and 20% of the members are ferale.

OnGLT an
Name Position Gender  Year ofbirth  Mationality OnGLY since  January 1, 2021
Pekka Lundmark Prasident and CEO Male 1963 Finnish 2020 Yes
Massib Abou-Khalil Chief Legal Officer Male 1972 Drutch 2019 Yes
Basil Alwan Co-president of IP/Ogtical Netwarks Male 1962 American 2016 -
Mishant Batra Chief Strategy and Technalogy Officer Male 1978 Indian 2021 =
Ricky Corker President of Customer Operations, Americas Male 1967 Australian 2019 Yeg
Barry French Chief Marketing Officer Male 1963 American 2016 -
Sanjay Goel President of Glaobal Services Male 1967 Indian 2018 -
Bhaskar Gorti Presidant of Mokia Software Male 1966 American 2016 -
Federico Guillén Prasident of Customer Operations Officer, Male 1963 Spanish 2016 Yes
EMEA & APAC

Jenni Lukandar Prasident of Nokia Technologies Female 1974 Finnish 2019 Yag
Sandra Motley Prezident of Fixed Metworks Fermale 1959 American 2019 =
Sri Reddy Co-president of [P/Optical Metwarks Male 1964 American 2018 -
Raghav Sahgal President of Nokia Enterprise™ Male 1962 American 2020 Yes
Gabriela Styf Sjdman Chief Strategy Officer Female 1969 Swedish 2019 -
Tommi Uitto President of Mabile Metworks Male 1969 Finnish 2019 Yes
Marcus Weldon Chief Technology Officer and President of Bell Labs ~ Male 1968 British 2017 =
Stephanie Werner-Dietz  Chief Hurman Resaurces Officer Female 1972 German 2020 Yes
Marco Wirén Chief Financial Officer Male 1966 Finnish 2020 Yes

(1) As of January 1, 2021 Chief Custorner Experience Officer
(2] Asof Jaruary 1, 2021 President of Network nfrastructure
(3] A5 of Mewaary 1, 2021 Prisichent of Cloud and Netusrks Services.
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Biographical details of the
current members of the Nokia
Group Leadership Team

Corpormte governance

Pekka Lundmark

b. 1963

Fresident and Chiel Execulive
Officer of Nokia Corporation as
of August 1, 2020,

Master of Science, Department
of Technical Physics, Helsink
University of Technology, Finland,

Presiclent and CED, Fortum
Corporation 2015-2020.
President and CEQ, Konecranas
Fic 2005-2015 and Group
Executive Vice Prasident
2004-2005. Prasiclent and CEO,
Hackmnan Oyj Abp 2002-2004.
Managing Partner, Startupfactory
2000-2002. Various executive
positions at Nokia 1990-2000.

Commissioner, Broadband
Commission for Sustainable
Developrment, Member of the
Board, Climate Leadarship
Council. Mermber of the Board,
Research Inslitule of the Finnish
Econormy [ETLA and Finnish
Business and Policy Forum (EVA).
International Member of the
Acadermy, Roval Swedish Academy
of Engineering Sciences [IVA).
Mamber of the Board, Finnish
Athlatics Fedaralion.

Chairrman of the Board,
Confederation of Finnich
Industries, 201%-2020. Mamber
of the Board, East Office of
Firnish Industries, 2009-2020.
Chairman of the Board,

Finnish Enargy, 2016-2018.
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Nassib Abou-Khalil

b. 1972

Chial Lagal Officer (CLO). Group
Leadarship Team member since
2019. Joined Nokiain 2014.

Bachalor of Arts (Political
Sciences), Civil Law (LL L.,
Cormenon Law (LL.B) and Master
of Law ILL.M), University of
Ottawa, Canada.

Deputy Chief Legal Officer,
Business, Nokia 2019, General
Counsel, Customer Operations,
Mekia 2016-2019. Head of

Lepal & compliance, MEA, Mokia
2014-2015. Head of Public Policy,
Europe, Middle Easl & Africa, and
General Counsel, Middle East &
Africa, Yahoo!, 2010-2014.
Regicnal Counsel, MiddleEast &
Africa ancl India, GE Oil & Gas,
2007-2010. Regulalery Counsel,
Etisalat, 2006-2007. Various legal
counsal roles, TMF Netharlands
2002-2006. Lagal articling,
Faskan Martineau 1999-2001.

Nishant Batra

b. 1978

Chief Strategy and Technology
Officer (CSTON. Group Leadership
Tearn member since 2021,
Joinad Nokia in 2021.

MBA fram INSEAD. Mastar's
degrea in Telecommunicalions
and amaster’s degree in
Computer Science, Southarn
Methodist University, Dallas, Us
Bachelor's degree in Computer
Applications, Devi Ahilya
Universily, India.

Praviously Executive Vice
Presidant and Chiel Technology
Officer, Veoneer, Inc, 2018-2021.
Price Lo Veonaer Inc. hald sevaral
senior positions at Ericsson for 12
years in Lhe US, Sweden and India.

Independant member of tha
Board of Direclors, Sensys
Gatso Group.

Ricky Corker

b. 1967

Chial Customer Experience
Officar (CCXO). Group Leadership
Teammeamber sinca 2019
Joined Nokiain 1993,

Bachelor in Cormmunications and
Electronic Enginaering from the
Foyal Melbourne Institute of
Technology, Australia.

President of Customer
Operations, Americas, Nokia,
2018-2020, Execuliva Vice
President and President of Morth
Amarica, Nokia, 2011-2018. Haad
of Asia Pacific, Nokia Siernens
Matworks, 2009-2011. Head of
AsiaMNorth Region, Nokia Siemens
Networks, 2008-2009. Head of
Hutchison Global Customer
Business Team, Nokia Siemens
Matworks, 2007-2008, Vice
President Asia Pacific, Nokia
Matweorks, 2005-2007. Lead Sales
Direclor Asia Pacific, Nokia
MNetworks, 2004=2005. Account
Director Telstra, Nokia Metworks,
2002-2003. Account Director
Vodafone Australia and New
Zealand, and Sales Director
Vodafone Asia Pacific Customer
Business Tearn, Nokia Natworks,
2001-2002. Commercial Diractor
Glokal Accounts British Talecom,
Mokia Metworks, 2001 Senior
sales and markeling positions

at Mokia, 1993-2001.

Pekka Lundmark

Nassib Abou-Khalil

MishantBatra

Ricky Corker
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Federico Guillén

b. 1963

Prasidant of Matwork
Infrastructure. Group Leadarship
Teammamber since 2016.
Jcined Nokiain 2016,

Degreain Telecommunicalions
Engineering, ETSIT at Universiciacd
Politéonica de Madrid, Spain.
Masters degree in Switching &
Communication Architectures,
ETSIT at Universidad Politécnica
cle Madrid, Spain. Master's Degree
in International Managamant,

ESC Lyon and Alcatal, France.

President of Customer
Operations, Europe, Middle East &
Alfrica and Asia Pacific, Nokia,
2018-2020. Presiclent of Fixed
Metworks, Nokia, 2016-2018.
President of Fixed Networks,
Aleatel-Lucent, 2013-2016,
Presidant and Chiefl Senior Officer
ol Alcatal-Lucanl Spain and Global
Account Manager Telefnica,
Alcatel-Lucent, 2008-2013.

Wice President Sales oM Vertical
Market Sales in Western Europe,
Alcatel-Lucent, 2009, Head of
Regional Support Center, Fixed
Accass Division for South Europe,
Midddle East & Alrica, India and
Caribbean & Lalin America,
Alcatel-Lucent, 2007-2009.
Presidant and Chisefl Senior
Officer, Alcatel Mexico and

Global Account Manager, Telmes,
2003-2007. Various RAD,
portfolio and sales management
positions with Talattrain Spain,
and then with Alcatel in Spain,
Belgiurm and tha United States
1989-2003.

&0

Jenni Lukander

b. 1974

Prasidant of Mokia Technologies.
Group Leadership Team mermbar
since 2019, Joined Nokiain 2007 .

Master of Laws, Univarsity of
Helsinki, Finland.

Senior Vice Presidant, Head of
Patent Business, Nokia 2018-2019.
Vice President, Head of Patent
Licensing, Mokia 2012, Vice
President, Head of Litigation

and Compelition Law, MNokia
2016-2018. Direclor, Head of
Regulatory and Compatilion Law,
Mokia 20195-2016. Director,

Head of Competition Law,

Mokia 2011-2015. Senior Legal
Counsel, Nokia 2007-2011.
Wisiting lawyer, Mokia, 2001,
Lawyer, Roschier Lt 199%9-2007.

Raghav Sahgal

b. 1962

Prasident of Cloud and Natwork
Services. Group Leadership Team
rmember since 2020, Joined Mokia
in2017.

Master of Sdence in Computer
Systerns Management, Universily
of Maryland, United States.
Bachelor of Science in Compuler
Engineering, Tulane University,
Meaw Orleans, United States,
Executive Business Cerlificala in
General Managament, Harvard
Univarsity, United Statas.

President of Mokia Enterprise,
2020. Senior Vice President,
Mokia Scitware, 201 7-2020.
Prasidant, MICE Ltel. Asia Pacific
and the Midde East, 2010-2017.
Adviscry Board Member, Orga
Systerns, 2010-2014. Vice
Prasidant, Cormmunications
Businass Unil, AsiaPacific &
Japan, Oracle, 2008-2010. Chief
Business Officar, Corverse,
2005-2006. Executive Vice
President, Asia Pacific, CSG,
2002-2009, Vice President,
Software Products Group Asia
Pacific, Lucent Technologies,
2000-2002.

Tommi Uitto

b. 1969

Presidant of Mobila Nalwerks.
Croup Leadarship Team mermber
since 2019 Joinad Nokia in 1996.

Federico Guillén

Master's degraein industrial
management, Helsinki University
of Technology, Finland.

Master's degree in operations
managernant, Michigan
Technelogical University,

the United States,

Senior Vice President, Glebal
Procluct Sales, Mobile Networks,
Nokia 2016-2018. Senior Vica
Presidant, Global Mokile
Broadband Sales, Cuslomar
Operations, Nokia Metworks,
2015=2016. Senicr Vice
Presidlent, West Europe,
Customer Operations, Nokia
Melworks, 2013-2015, Head of
Radio Cluster (Senicr Vice
Fresidant), Mokile Broadband,
MNokia Siernens Networks,
2012=2013.Head of Global LTE
Radio Access Business Line (Vice
President] and Quality, Mobile
Broadband, Nokia Siemens
MNetworks, 2011-2012. Head of
Procluct Managearnent, Network
Systerns, Nokia Siemens
MNatworks, 2010, Hoad of Product
Management, Radio Accass,
MNokia Siernens Networks, 2009,
Head of WCDMA/HEPA and Radio
Flat forms Product Management,
MNokia Siemens Networks, 2008,
Head of WCDMA/HSPA Product
Lina Managament, Nokia Siemeans
Melworks, 2007, Ganeral
Manager, Radio Controller Procuct
Management, Nokia Metworks,
2005=2007. Director, Sales &
Marketing (Lead Sal es Director),
France Telecom/Orange Mokia
Networks, 2002-2005.
Operations Director, Northeast
Europe, Central & Eastern Europe
and Middla East, Mokia MNetworks,
19%99-2002.

JenniLukander

Tommi Uitto
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Stephanie Werner-Dietz Stephanie Werner-Dietz

b. 1972

Chial Paopla Officer (CPO). Group
Leadarship Team member since

2020, JoinedNokiain 1998,

Diplorma in Applied businass
languages (Chiness) and
International business studies,
University of Applied Scences,
Bremen, Germany.

Vice President, Global HR Center

of Expertise, Mokia, 2018-2019.
Vice President, Business HR Haad
Tor Nokia Corporate Funclions,
Meokia, 2016-2018. Haad of
Business HR for Chiel Finance and
Operations Officer/Organization,
Mokiz, 2012-2015. Head of Nokia
Siemens Networks Business
Talent, Leadership & Organization
Development, MNokia Siemens
Metworks, 201 1-2012. Head ol
Business HR, Mokia Radio Access,
2007-2011. Head of HR Emerging
Markels, Rormania, Nokia, 2007 .
Senior HR Manager, Strategic
Projects, US, Nokia, 2004-2006.
HR Manager Global Plat forms,
Nokia, 20071-2004. HR Country
Manager for the Philippines,
Mekia, 199%-2001. HR Manager,
Mokia Matworks lor Switzerland,
Mokia, 1998-1999.

Marco Wirén
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Marco Wirén

b. 1966

Chial Financial Officer (CFO).
Group Leadar ship Team mamber
since 2020 Joined Nokiain 2020,

Master’s degree in Business
Adrministration, University of
Uppsala. Studhes in management
andstrategc leadership, including
at Duke Business Scheol, IMD, and
Stockholm School of Economics,

Presiclent, War tsila Energy and
Executive Vice President, Wartsila
Group, 2018-2020. Execu live
Vice Prasident and CFO, Wartsila
Group, 2013-2018. Execulive
Vice President and CFO, SSAB
Group, 2008-2013. Vice
President, Business Control,
SSAB Group, 2007-2008. CFO,
Eltel Networks, 2006-2007.

Vice Prasident of Business
developrment, Eltel Metworks,
2004-2005. Head of Servica
Division, Eltal Metworks,
2003=2004. Vice President,
Corporate Development, Eltel
Networks, 2002-2003. Vice
President, Strategy & Business
Developrnent, NCC Croup,
195%-2002, Head of Stratagic
Flanning, NCC Group, 1992-199%.
Group Controllar, NCC Group,
1996-15948.

Vice Chair of the Board of
Directors and Chair of tha Audit
Cornimittes, Neste Corporation.
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Corporate governance statement
continued

Summary of changes in the Group
Leadership Team in 2020

and thereafter

During 2020 and thereafter, the following
new appointments were made to the Group
Leadarship Team:

m Stephanie Werner-Dietz, Chief Human
Resources Officer, as of January 1, 2020;

® Raghav Sahgal President of Nokia
Enterprise, as of June 1, 2020

® Pekka Lundmark, President and CED and
Chair of the Group Leadership Team,
as of August 1, 2020;

B Marco Wirén, Chief Financial Officer,
as of September 1, 2020;

® Nishant Batra, Chief Strategy and
Technology Officer, as of January 18, 2021,

During 2020, the following members of the
Group Leadership Team stepped down from
the Group Leadership Team:

m Kathrin Buvac, President of Mokia
Enterprise, as of May 31, 2020;

B Rajeev Suri, President and CEOD and the
Chair of the Group Leadership Team,
as of July 31, 2020;

m Kristian Pullala, Chief Financial Officer,
as of August 31, 2020,

m Basil Alwan, Co-president of IP/Optical
Networks, as of Dacernber 31, 2020;

® Barry French, Chief Marketing Officer,
as of December 31, 2020;

m Sanjay Goel, President of Glabal Services,
as of December 31, 2020;

m Bhaskar Gorti, President of Mokia Software,
as of Dacember 37, 2020;

m Sandra Matley, President of Fixed Networks,
as of December 31, 2020;

B 5ri Reddy, Co-president of IPfOptical
Metworks, as of Decernber 31, 2020

® Gabriela Styf Sjéman, Chief Strategy Officer,
as of December 31, 2020; and

® Marcus Weldan, Chief Technalogy Officer
and President of Bell Labs, as of Decamber
31, 2020.

&

Furthermare, the following changes took
place within the Group Leadership Team;

m Ricky Corker, President of Custamer
Operations, Americas, was appointed
Chief Customer Experience Officer as
of January 1, 2021;

® Federico Guillén, President of Customer
Operations, EMEA & APAC, was appointed
President af Metwark Infrastructure as
of January 1, 202 1; and

® Raghav Sahgal, President of Nokia
Enterprise, was appointed President
of Cloud and Metwork Services as of
January 1, 2021.

Risk management, internal
contral and internal zudit
functions at Nokia

Main features of risk management systems
We have a systermnatic and structured
approach to risk management. Key risks
and opportunities are primarily identified
against business targets either in business
operations or as anintegral part of strategy
and financial plannl‘ng_msk management
covers strategic, operational, finandial,
compliance and hazard risks. Key risks and
opportunities are analyzed, managed and
menitored as part of business performance
managemeant with the suppart of risk
management personnel and the centralized
Enterprize Risk Management function.

The principles documented in the Nokia
Enterprise Risk Management Pelicy, which

is approved by the Audit Committee of the
Board, require risk management and its
elements to be integrated into key processes.
One of the core principles is that the business
ar function head is also the risk owner,
although all employees are responsible for
identifying, analyzing and managing risks,
asappropriate, given their roles and duties.
Our overall risk management concept is
based onmanaging the key risks that would
prevent us from meeting our abjectives,
rather than sclely focusing on eliminating
risks. In addition to the principles defined in
the Mokia Enterprise Risk Management Palicy,
ather key policies reflect implementation

of specific aspects of risk management.

Key risks and opportunities are reviewed by
the Group Leadership Team and the Board
inarder to create visibility on business risks
aswaell as to enable prioritization of risk
management activities. Dverseeingrisk is
anintagral part of the Board's deliberations.
The Board's Audit Committee is responsible
far, amang other matters, risk management
relating to the finandal reporting process
and assisting the Board's oversight of the
risk manzgement function. The Board's role

in averseeing risk indudes risk analysis and
assessment in connection with financial,
strategy and business reviews, updates
and dedsion-making proposals.

Description of internal control procedures
in relation to the financial reporting process
The management is responsible for
establishing and maintaining adequate
internal contral over finandal reporting for
Mokia. Our internal control aver financial
reporting is designed to provide reascnable
assurance to the management and the Board
regarding the reliakility of financial reporting
and the preparation and fair presentation

of published financial statements.

The management canducts a yearly
assessment of Mokia's internal controls aver
financial reporting in accordance with the
Committee of Sponsoring Organizations
framework [the "C050 framework™, 2013}
and the Control Objectives for Information
and Related Technology (COBIT] framework
ofinternal contrals. The assesament is
performed based on a top-down risk
assessment of our financial statements
covering significant accounts, processes
and locations, corporate-level controls

and information systems' general controls.

As part of its assessment, the management
has documented:

u the corporate-level contrals, which create
the “tone from the top” containing the
Mokia values and Code of Conduct and
which provide discipline and structure
to decision-making processes and ways
of working. Selected items from aur
operational mode and governance
principles are separately docurmented
as corporate-level contrals;

m the significant processes: (il give a complete
end-to-end view of all finandal processes;
(ii} identify key contral paints; fiil) identify
involved arganizations; livl ensure coverage
for important accounts and financial
statement assertions; and {vienable
intarnal control managernent within Nokia;

® the control activities, which consist of
policies and procedures to ensure the
management's directives are carried out
and the related documentation is stored
according to our document retention
practices and local statutory requirements;
and

m the information systems' general controls
to ensure that sufficient IT general contrals,
including change management, system
development and computer operations,
as well as access and authorizations,
areinplace.
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Further, the management has also:

B zssessed the design of the controls in place
aimed at mitigating the financial reporting
risks;

® tested operating effectiveness of all key
controls; and

B ovaluated all noted deficiencies ininternal
controls over financial reporting in the
interim and as of year-end.

In 2020, Mokia has followed the proceduras
as described ahove and has reported on
the progress and assessmeants to the
management and to the Audit Committee
of the Board an a quarterly basis.

Description of the organization of the
internal audit function

We also have aninternal audit function that
acts as anindependent appraisal function

by examining and evaluating the adequacy
and effectiveness of our system of internal
control, Internal audit reports to the Audit
Committee of the Board. The head of the
internal audit function has direct access to
the Audit Cammittee, without invalvernent of
the management. The internal audit staffing
levels and annual budget are approved by the
Audit Committee. All autharity of the internal
audit function is derived from the Board.

The internal audit aligns to the business
regionally and by business and function,

Annually, an internal audit plan is developed
withinput from the management, including
key business risks and external factors.

This planis approved by the Audit Committes.
Audits are completed across the business
focused onsite lavel, customer level, business
praject level, IT system implementation, [T
security, operations activities or at a Group
function level. Tha results of each audit are
reported to the management identifying
issues, financial impact, if any, and the
correcting actions to be completed. Quarterly,
the internal audit functioncommunicates the
progress of the internal audit plan completion,
including the results of the dosed audits,

to the Audit Committee.

Internal audit also works closely with our
Ethics and Compliance office to review any
finandial concerns brought to light from
various channels and, where relevant,
works with Enterprise Risk Management

to ensure priarity risk areas are reviewed
through audits.

In 2020, the internal audit plan was
completed and all results of these reviews
were reported to the management and

to the Audit Committee.
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Related party transactions

We determine and manitor related partiesin
accordance with the International Accounting
Standards {IAS 24) and ather applicable
regulations. We maintain infarmation of our
related parties as well as monitor and assess
related party transactions. As a main principle,
all transactions are conducted at arm's-length
and are considered ta be part of the ordinary
course of business, In an exceptional case
where these principles would be deviated
from, the company would set up a separate
process to determine related parties and

seek relevant approvals in accordance with
internal puidelines and applicable regulations.

Main procedures relating to
insider administration

Our insider administration is organized
according to the applicable European Union
and Finnish laws and regulations. In addition,
the Board of Directors has approved the Nokia
Insider Policy, which sets out Mokia-wide rules
and practices to ensure full compliance with
applicable rules and that inside information

is recognized and treated in an appropriate
manner and with the highest integrity. The
Mokia Insider Palicy is applicable to all directors,
executives and employees of the company.

Persons discharging managerial
responsibilities

Mokia has identified members of the Board
of Directors and the Group Leadership
Team as persons discharging managerial
respansibilities whao, along with persans
closely associated with them, are required
ta notify Mokia and the Finnish Finandial
Supervisory Authority of their transactions
with Mokia's financial instruments. Nokia
publishes the transaction notifications,

In addition, under the Mokia Insider Policy,
persons discharging managerial responsibllities
are obligated to clear with the Deputy

Chief Legal Officer, Corporate, a planned
transactionin Mokia's financial instruments

in advance, It is also recommended that
trading and ather transactions in Mokia's
financial instruments are carried out in

tirnes when the information available to

the market is as complete as possible.

Corporate governance

Closed window

Persons discharging managerial
responsibilities are subject to a closed
window period of 30 calendar days preceding
the disclosure of Mokia's quarterly or annual
result announcements, as well as the day

of the disclosure. During the closed window
period, persons discharging managerial
responsibilities are prohibited from dealing
in Mokia's financial instruments,

Mokia has imposed this closed window
period also on separately designated
financial reporting persons who are
recurrently involved with the preparation
of Mokia's quarterly and annual results
announcements. These persans are
separately notified of their status as
designated financial reporting persons.

Insider registers

Mokia does not maintain a permanent
insider register. Insiders are identified on

& case-by-case basis for specific projects
and are notified of their insider status.
Persons included in a project-specific
insider register are prohibited from dealing
in Makia's financial instruments until the
project ends or is made public.
Supervision

Qur insider administration's responsibilities
include internal communications related

to insider matters and trading restrictions,
setting up and maintaining our insider
registers, arranging related trainings as well
as organizing and gverseeing compliance
with the insider rules.

Violations of the Makia Insider Palicy must be
raported to the Deputy Chief Lagal Officer,
Corporate. Nokia employees may also use
channels stated in the Nokia Code of Conduct
for reporting incidents involving alleged
violations of the Nakia Insider Policy.
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Corporate governance statement
continued

Share ownership of the Board of Directors and the Nokia Group Leadership Team

The following table sets forth the number of shares and American Depositary Shares [ADS) held by the members of the Board at December 31,
2020when they held a total of 1033 100 shares and ADSs in Nokia, which represented approximately 0.02% of our total shares and voting

rights excluding shares held by Mokia Group.

Mame Shares!™ ADSs
Sari Baldauf [Board Chair) 163220

Kari Stadigh [Board Vice Chairl 308190

Bruce Brown 165 788
Thomas Dannenfeldt 30299

Jeanette Horan 60630

Edward Kozel 86 698
Elizabeth Melsan 107 860
Seren Skou 31707

Carla Smits-Nusteling 78708

(1) The murniber of shares or ADSs inchudes shares and ADSs received as director compensation as well asshares and ADS5s acquired throughother means. Steck options or other equity awards. that are

deerned as being benefdally saned under the applicable SEC rules ame notinduded.

The following table sets forth the number of shares and ADSs held by the President and CEO and the other members of the Group Leadership
Team in office at December 31, 2020 when they held a total of 3 446 939 shares and ADSs in Mokia, which represented approximately 0.06%

of our total shares and voting rights exduding shares held by Nokia Group.

Name Position in 2020 Shares'™ ADSs"
Pakka Lundmark President and CEO 788 850

Massib Abou-Khalil Chief Legal Officer £0 204

Basil Alwan Co-presicent of IF/Optical Metwarks 206 333 81000
Ricky Corker President of Custamer Operations, Americas 193 021

Barry French Chief Marketing Officer 319006

Sanjay Goel President of Global Services 130784

Bhaskar Gorti President of Nokia Software 472 273

Federico Guillén President of Customer Operations Officer, EMEA & APAC 214 201

Jenni Lukander President of Mokia Technologies 9787

Sandra Motley President of Fixed Metwarks 23082

Sri Reddy Co-president of I/ Optical Metworks 398814 100 000
Raghav Sahgal President of Nokia Enterprise 245357

Gabriela Styf Sjdman Chief Strategy Officer 4000

Tommi Uitto President of Mobile Networks &7 451

Marcus Weldon Chief Technelogy Officer and President of Bell Labs 77482

Stephanie Werner-Dietz Chief Human Resources Officer 17 304

Marco Wirén Chief Finandial Officer 78000

(1] The rerriser of shares or ADGS inchades shanes and ADSS reckived 45 compensation 35 well 35 shares and AD5s acquired thrugh other means, Stock optiong or other equity wards that are deerned as

behgl:emﬁcial,medmder the appizable SEC rules are not induded,
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Corporate governance

Auditor fees and services

Deloitte Oy served as our auditor for the period ending Dacember 31, 2020 and PricewaterhouseCoopers Oy for the period from January 1 to
December 31, 2019. The auditor is elected annually by our shareholders at the Annual General Meeting for the financial year commencing next
after the election. The Audit Committee of the Board prepares the propasal to the sharehalders in respect of the appaointment of the auditor
based upon its evaluation of the qualifications and independence of the auditor to he proposed for election or re-election on an annual basis.

The following table presents fees by type paid to Deloitte’s [2020] and PricewaterhouseCoopers' (2019] netwark of firms for the years ended
December 31;

EURm 2020 2019
Audit fees! 223 Rar
Audit-related fees® 0.4 12
Tax fees* 0.6 1.9
All other fees™ 1.6 =
Total 24.9 25.8

{11 Audit fees cormist of fees incurred for the sl sudit of te Group's consolidated fnancial statements and e statutony fnandal statements of the Group'ssubsidianies.

{21 Audit-related fees consist of fees billed for assurance andrelated services that are reasonsbly related to the performance of the audit or resiewofl the Group's fnancial staternents or that ane
traditicnally performed by the ndependent suditer, and inchude consultations concerning Anancial accounting and reporting standieds; advice and assistance in connection with local statutory
aceounting requirements; due diigence related to mergers and acquisitions; and sudit precedures in connection withinvestigations in the pre-Etigation phase and cormpliance prograrms., They also
nchsde fees biled for other audit seraces, which are those services that anly the independent auditer can reasonably provide, andinchede the proision of comfort letters and tonsents m connection
withstatutony and regulatory Alings and the review of doosnents Aedwith the SEC and other capétal markets or local fnancial reporting regulatory bodies.

13) Taw feesinchude fees billed for; () services refated to tax compliance indhuding preparation andfor review of Laoretums, preparation, resiew andfor fling of vanious certificates. and forms and consuliation
regarding L retus and assistanoe with revenu authority queries; compliance reviews, ddvioe and assistance on other indirect Loes; and tramaction cost analysis; il servioe related to tax sudits;
{ii] services related to individual compliance {preparation of individual tax retunrs and registrations for errployees (non -executives), assistance with apphing wisa, residency, work penmits and tax status
fer expatriates); i services related to bedmical gudance on tax matkers; i) services relabed Lo tramsfer priang adice and assistance with tax dearances; and i tax consultation and planning (adkece
on stock-based remuaneration, |ecal ergloper L laws, sodsl security lws, employreent |ras and compermation progrars and taximplicabions on shert-term international transfers),

(4] Other fees indude fees blledfor company estatdishments; iguidations; forensic accounting, diata secunity, other consulting services and referen ce materials and serices.
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Remuneration Report 2020

Introduction

This Remuneration Report of Nokia Corporation {the Repart] has been approved by the company's Board of Directors (the Board to

be presented to the 202 1 Annual General Meeting. The resclution of the Annual General Meeting on the Report is advisory. The Report
presents the remuneration of the Presicent and CEQ and the members of the Board for the financial year 2020 in accordance with the
Finnizh Decree of the Ministry of Finance 608/2019, the Finnish Corporate Governance Code of 2020 as well as other applicable Finnigh
laws and regulations. The Annual General Meeting held on May 27, 2020 resolved to support Nokia Corporation’s Remuneration Palicy
(the Palicy) with 86.37% of the votes in favor of the Policy. Both persans wha hiave acted as the President and CED as well as the members
of the Board have been remunerated in accardance with this Policy during the financial year 2020. Mo temporary or other deviations from
the Palicy have been made and no clawback provisions have been exercised during the financial year 2020,

In 2020 our remuneration structure promoted the campany's long-term financial success by setting the performance criteria for short-
and long-term incentives Lo support the company’s short- and long-term goals, as well through shareholding requirements set for the
President and CEO and the Board members. Aligned with Mokia's pay-for-performance remuneration principle, performance-based
compensationwas emphasized over fixed base salary. The setting and application of the performance criteria for incentive programs
aexacuted the philesophy of pay-for-performance and supported the delivery of the corporate strategy as well as the creation of long-term
sustainable shareholder value,

The table below compares the development of the remuneration of our Board of Directars, President and CED, average employee pay and
company performance,

;M;:gmy;ltmmunnrat:i.on F.'ms:nldcﬁtnndl 'I'm.i éirurh.ddnrlie.mml

of the Board of CEO actual Average Salaries (Rebased to 100 at

“foar Directors (EUR)'™ remuneration (EUR] and Wages (ELUR)™ Revenue [EURmM] 31 Dec2015)™
2016 72050902 9508156 61108 ET - 7329
2017 2138000 6423559 63461 23 147 6405
2018 2 203 000 4651009 63220 22 563 85492
2019 2219000 31897625 61980 23315 57.48
2020 2016000 3587781 65787 21852 54,95

(1) Aggregate total rermuniration paid bo the mermbers of the Bogrd duning the frandalyesr a5 annual fee and meeting fee, a3 spplicable, and 35 spproved by gentral meetings of shareholders.
The value depends on the murmiber of rermbers elected to the Boged for each berrm 45 well 23 on the conmpagition of the Board commitbees sad travel required, Mesting fees wireintrodused
in 201 & ancd the Boand’s Technology Commitiee was established in 201 8 after which the Boardhas had four Committees,

(2] Awerage salaries dnd wiges re reportedin the company’s finncial staterments based on average employee nurmbers dnd total salanes and wiges,

3] Tetal shaveholder mturn on Last trading day of the préevous pear,

We also present this data graphically:
Comparative data (rebased year end 2015 = 100)
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= Remuneration of the Board of Directors
President and CEC actual remuneration

= Mverape salaries and wages

= Revenue

= Total Shareholder Return

While the graph reflects the euro values paid during each financial year, in practice the Board members' remuneration closely aligns with the
performance of the company and the total shareholder return. Approximately 40% of the Board members' annual fees were paid in Mokia
shiares purchased from the market on their behalf and the directars shall retain until the end of their directarship such number of shares
that corresponds to the number of shares they have received as Board remuneration during their first three years of servica in the Board.

The rest of the annual fee was paid in cash, most of whichis typically used to cover taxes arising from the remuneration. It is the company's
policy that the non-executive members of the Board do not participate in any of the company’s equity programs and do not receive
performance shares, restricted shares, ar any other equity-based or other variable compensatian for their duties as Board members.

All members of the Board were non-executive during the financial years 2016-2020.

The pay-for-performance remuneration principle applied to the President and CED as well as the shareholding requirement of the
President and CEQ and the Board members, as applicable, contribute to an alignment of interests with shareholders, while also promoting
and incentivizing dadsions that are in the long-term interest of the company.

We look forward to our shareholders' support and confirmation that the Report is aligned with the Remuneration Palicy.

01 £ 2020 Mokia




The President and CEC

The following table shows the actual remuneration received by the two persons who have acted as the company's President and CEQ|in
2020 and 2019. As our CEQ changed in the finandal year 2020, both individual and aggregate figures are presented inrespect of service
as President and CEQ for comparison purposes. The long-term incentive payments reflect actual payments in the respective years
attributable to the vesting of the 2017 Maokia perfarmance share planin 2020 icomparative figures show the payment of the 2016 MNokia
performance share planin 20191,

2020 2020 2020
EUR {Combined) Pay mix'" {Lundmark] Pay mix'™ [Surif®
Salary 1301032 37% 5471 667 49% 7549 365
Short-term incantive™ 1518765 £3%% 573068 51% 945 697
Long-term incentive™ 687 740 20% H/A MAA 687 740
Other compensation' 80244 14712 65512
Total 3587781 1129 447 2458 314

Remuneration Report 2020

Pay mix™ 2012 Pay mix!!
2% 1300000 34%
40% 637163 17%
29% 1841843 49%

18613
3897625

{1] Paymix reflects the proportions of base salary, short-term incentive sndlong - termincentive of totll compensation, exchuding other compensation,

(2] M. Suri’s compensation is shewnin respect of his serviee as President and CEO toJuly 31, 20200 In addition, inrespect of his services as an advisor between stepping doen as President and CEG
on Jy 31, 2020 andhis last day of work on January 1, 2021 he recerved BUR 540 635 salary, EUR 679 303 banus and EUR 32 047 inbencfits. After s departure, in accordance with his contract,
M. Suri received payrment in beu of the balance of his notice perind of ELIA 886 667 in respect of salary, BUR 1083 333 inrespect of bonus and EUR 78 666 inrespect of benefits.

(3] Short-termincentives represent ameourts eamed n respect of the Anancial year, but that are paidin Apnl of the following year.

{4] Theleng-term incentive payment Lo M. Sun represents the vesting of his 201 T perform ance share aeard.

(5] Other compensation induwdes for M, Suni's housing equaling EUR 23 804 (20149: BUR 48 054%); travel assistance equaling EUR 2 738 (204 9; BUR 1681 31; tax services equaling BUR 16350
[2019: EUR 16 B26); and other benefits inchiding mokbile phene, driver and supplemental medical and disability insurance equaling BUR 22 561 (2019: EUR 36 931), For Mr. Lundmark other
cornpersation indudes mobile phone, driver and disabiity insurance equaling EUR 14 712,

Pursuant to Finnish legislation, Mokia is required ta make contributions to the Finnish TyEL pension arrangements in respect of the
President and CEQ. Such payments can be characterized as defined contribution payments. In 2020, payments to the Finnish state pension
system equaled EUR 259 952 for Mr. Suri in respect of his service as President and CEQ [EUR 353 846in 2019) and EUR 103 256 for

Mr. Lundmark. Mo supplementary pension arrangements were offered,

Hire and 2020 arrangements for Mr. Lundmark
Mr. Lundmark was appointed as President and CEO fram August 1, 2020, which was a month earlier than initially announced onMarch 2,
2020. His hire arrangements are summarized below and are in accordance with the Remuneration Palicy:

Iterm

Salary

Short-term
incentive 2020
Long-term
incentive 2020
elTl
co-investment
arrangement

Restricted
shares

Benefits

Action
Pra-rated from August 1, 2020

Paid at actual for 2020

Feriormance share award -.re'sfs in 2023

subject to TSR performance
In return for a purchase and continued

Amaunt
EUR 1.3 million per annum,

pro-rated
EUR 573 068
Target EUR 2.6 millien

Target EUR 5.2 miillion

holding of 2.6m EUR worth of Mokia shares,

a 2:1 award of Nokia 2020 performance

shares was made. These vest in 2023 subject
ta TSR performance and continued holding

of the purchased shares.

Award in recognition of forfeiting previous
employer awards. In determining the value
of this restricted share award, the Board
took due account of the structure, time
harizons, value and performance targets
of his forfeited awards. Willvestin three
equal tranches in 20271, 2022 and 2023.

Pro-rated from August 1, 2020

EUR 1.3 million

Standard Finnish benefits plus
tax compliance support. Mo
housing or relocation paid.

Naote
In line with Policy and contract

In line with Policy and 5Tl plan rules

In line with Policy, contract and 2020LT1
planrules

In line with Palicy and el Tl arrangement
rules and in common with the
arrangament provided to Mr, Suri,

Mr. Lundmark was invited to participate
in the el Tl co-investment arrangement.
This required him to make a substantial
persanal investment in Nokia shares
aligning his persanal interests with
those of shareholders from the start.
Inline with Policy, 2020 restricted share
planrules and in recognition of forfeited
awards from Mr. Lundmark's previous
employer.

In line with Policy and cantract

@ 2030 Mokia
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Shart-term incentive
The 2020 short-term incentive framework for the President and CEQ was based on three core metrics: revenue, operating profit and free
cash flow. Achieverment against the 2020 targets was as follows:

Metric Weight Target EURm Achievement
Reverue 20% 23070 82.23%
Operating profit 40% 2234 74.16%
Free cash flow 40% 849 135.80%

Performance against these key financial targets was then multiplied by a business results multiplier {BRM), which acts as a funding factor
(based on operating profit] for the short-termincentive plan for most employees, to determine the final payment. The BRM for 2020
was 84%. Accordingly, the short-tarmincentive of Mr. Lundmark as the President and CED equaled EUR 573 068 or 84% of the pro-rated
target award.

Long-term incentives

In 2020, Mr. Lundmark was awarded the following equity awards under the Nokia equity program. The perfarmance condition for the 2020
performance shares is based on absolute total sharehalder return and the actual achievemnent will be detailed following the end of the
three year performance period, See the more detailed hire arrangaments for Mr. Lundmark abave for further information. Mr. Suri was not
awarded any performance shares ar restricted shares under the 2020 long-term incentive plans.

Grant date fair

Performance share awards' Units awarded walue (EUR] Grant date Vesting
Awarded as regular performance share award &71 800 1753 398 Movemnber 6, 2020 Q4 2023
Awarcied as el Tl perfarmance share award 1390894 4923 765 August 10, 2020 Q3 2023
Restricted share award s

Awarded as recruitment award 352 400 1471975 August 10,2020 Q4 2021, 2022 and 2023

(1] The 2020periormmmce share plan has & three-year performance peniod baged on absohute tedal sharsholder reurm, The masimum payout is 200% subject to maxinmum performance apsingt the
performance criterion. Vesting is subyect to continued employrment.
{21 Awardinrecegrition of forfeiting previows employer smanks, Yesting of the trandhes of the 2020 restricted share award is conditional on continued employment,

The restriction period of Mr. Suri's 2018 performance share award ended on December 37, 2020 and the award vested at 56.82% of target
andwas worth EUR 1 347 542, In addition, the restriction period for Mr. Suri's 201 8 performance share award, resulting from his 2018
co-investment, also ended an December 31, 2020 at 56.82%, worth EUR 2 288 234, Achieverment against the 2071 8 targets was:

Performance Share Award 2018 Units swarded  Target Achiowemnent  Units vesting
2018 annual award 677600 market share, earnings per share, free cash flow 56.82% 3B M2
2018 elTl matching performance share award 1150618  market share, earnings per share, free cash flow 56.82% 653 781

Share ownership

Qur share ownership policy requires that the President and CEQ holds a minimum of three times his or her base salary in Mokia sharesin
arder to ensure alignment with sharehalder interests aver the long term. This requirement was met by Mr. Suri. Mr. Lundmark is within the
five year time limit to achieve this shareholding and has made a significant investment in Nokia shares.

Mr. Lundmark Units Value™ (EURI
Beneficially owned shares as of December 31, 2020 788850 Z L8B4 8T8
Urwested shares under outstanding Mokia equity plans™ 2415094 7 607 546
Total 3203944 10092 424

(1] The values are based on the dosingprice of a Mokia share of ELIR 3,15 on Nasdag Helsinki on Decernber 31, 2020,
{2] The number of units represents the number of uvested awards a5 of Decernber 31, 2020,
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Mr. Lundmark’s termination provisions are as follows:

‘I'urmnmon by l Reazon HNotice Compensation

Makia Cause MNane The Fresident and CED is entitled to no additional compensation and all
unwvested equity awards would be forfeited after termination.

Maokia Reasons ather Upto12months  ThePresident and CED is entitled to a severance payment equaling up to

than cause 12 manths of compensation lincluding znnual base salary, benefits, and target

incentivel and urvested equity awards would be forfeited after termination.

President  Any reason 12 manths The President and CEQ may terminate his service agreement at any time

and CEQ with 12 months’ prior notice. The President and CED would either continue

to receive salary and benefits during the notice period ar, at Mokia's
discretian, a lump sum of equivalent value. Additionally, the President and
CEO would be entitled to any short or long-termincentives that would
normally vest during the notice period. Any urwvested equity awards would
be farfeited after termination.

President Nokia's material Un to12months  In the event that the President and CEO terminates his service agreement
and CEQ breach of the service based ona final arbitration award demenstrating Mokia's material breach of
agreement the service agreement, he is entitled to a severance payment equaling up to

12 months of compensation [including annual base salary, benefits and target
incentive). Any unvested equity awards would be forfeited after termination.

The President and CEQ is subject to a 12 -month non-competition and non-salicit obligation that applies after the termination of the
service agreement or the date when he is released from his obligations and responsibilities, whichever occurs earlier.

Board of Directors

The sharehaolders resalve annually on director remuneration based on a proposal made by the Board of Directors on the recommendation
of the Board's Corporate Governance and Momination Committee,

At the Annual General Meeting held on May 27, 2020, Risto Siilasmaa and Olivier Piou stepped down from the Board and the Annual General
Meeting resolved to elect nine members to the Board. The following Board members were re-elected for a term ending at the close of the
Annual General Meeting 202 1: Sari Baldauf, Bruce Brown, Jeanette Horan, Edward Kozel, Elizabeth Melsan, Soren Skou, Carla Smits-MNusteling
and Kari 5tadigh. Thomas Dannenfeldt was elected as a new member of the Board for the same term.

The aggregate amount of compensation paid to Board members in 2020 equaled EUR 2 016 000 of which EUR 1 885 000 consisted of
annual fees and the rest of meeting fees. In accordance with the resolution by the Annual General Meeting 2020, approximately 400 of the
annual fee from Board and Board Committee work was paid in Mokia shares purchased fram the market on behalf of the Board members
following the Annual General Meeting. The directors shall retain until the end of their directorship such number of shares that corresponds
to the number of shares they have received as Board remuneration during their first three years of service in the Board. The rast of the
annual fee was paid in cash, most of which is typically used to cover taxes arising from the remuneration. All meeting fees were paid in cash.

Itis the company’s policy that the non-executive members of the Board do not participate in any of the company's equity programs and
da not receive perfarmance shares, restricted shares, ar any ather equity-based or other variable compensation far their duties as Board
members. Mo such varizble compensation was paid since all persons acting as Board members during the financial year 2020 were
nan-executive,

The following table cutlines the total annual compensation paid in 2020 to the members of the Board for their services, as resclved by the
shareholders at the Annual General Meeting,

§0% of annual
Total  40% of annual fees and all HNumber of Shares
TemuUReraEtion foes paid in - mecting fees paid  Approximately 40%
Annual fee (EUR)  Meeting fees (EUR)™ paid (EUR] shares (EUR] in cash [EUR) of the annual fee
Sari Baldauf (Board Chair)® 440000 5000 445000 176000 269 000 48 523
Kari Stadigh (Board Vice Chair) 185000 11 000 196 000 74000 122 000 20 401
Bruce Brown 190000 22 000 212000 76000 136 000 20953
Thomas Dannenfeldt [fram May 27, 20200 175000 = 175000 70000 105 000 19 299
Jeanette Horan 175000 20000 195000 70000 125 000 19 299
Edward Kozel 195000 17 000 212000 78000 134 000 21 504
Elizabeth Nelson 175000 17 000 192 000 70000 122 000 19 299
Olivier Piou [until May 27, 2020)™ - 11000 11000 - 11 000 -
Risto Sillasmaa {until May 27, 202012 - - - - -
Saren Skou 160000 11 000 171000 64 000 107 000 17 644
Carla Smits-Nustaling 190 000 17 000 207 000 76000 1371 000 20953
Total 1885 000 131 000 2 016 000 754 000 1262 000 207 875

{1] Meeting feesinclude 3l meeting fees paid for the term that ended at the Anrwal General Meeting held on May 27, 2020 and reeting fees sccrued and paidin 2020 for the term that began at the
Same meeting.

2] Meeting fee paid for the term that ended at the Annual Generzl Meeting on May 27, 2020, 5ani Baldauf was elected Chair of the Bosrd on May 27, 2020, Meetng fees are not paid te the Chair of
the Board,

{3] Stepped down at the Annual General Meeting on May 27, 2030 and thus did not receive any annual feein 2020,
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant, Nokia Corporation, has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.

Date: March 4, 2021 Nokia Corporation

By: /s/ Esa Niinimaki

Name: Esa Niiniméki
Title:  Deputy Chief Legal Officer, Corporate




