CR Report 2005

NOKIA

Connecting People



CR Report 2005

Table of contents
CR at Nokia

CEO message
Letter to stakeholders

Introduction
2005 — A year of communications
Nokia in the community
Looking forward
Our approach
Strategy
Governance
Environmental organization
Environmental policy
Transparency
Financial reporting
Case examples
Engagement
Stakeholder event
Employee communications
Suppliers and customers
Governments and investors
Universities
NGOs
Our impacts
Mobile communications and society
Mobile communications and

the environment
Accessibility
Responsible product use
Mobile communications and health
Economic impact of Nokias business
About Nokia
Nokia in 2005
Our industry
Organization and strategy
Production activities
Sales and marketing

Community involvement

Strategy
Reviewing 2005 and looking

ahead
Challenges

O W oo~ ululul w

il el e
N N N e ===

15
15
16
16
18
18

18
19
21
21
23
24
24
25
25
26
27
29
29

30
31

Community involvement by

country
Emplovees
The Nokia Way
Code of conduct
Values in action
Inclusion
Rewarding performance
Investing in people
Rewards and benefits
Employment practices
Employment guidelines
Factory assessments
Occupational health and safety
Workforce balancing
Talent and innovation
Talent management
Innovation
Communications
Environment
Overview
Nokia environmental strategy
Main issues in focus
Recognition
Looking forward
Product efficiency
Mobile devices
Mobile network products
New product highlight
Energy and material efficiency
Substance management
Takeback and recycling
Environmental stakeholders

Supply chain
Overview
Supplier requirements
Supplier assessments
Communications

GRI
Global Compact
Disclaimer

31
53
53
53
54
55
57
57
58
59
59
60
61
62
64
64
65
66
68
68
68
69
70
70
71
71
71
72
73
73
74
75
78
78
78
81
83
84
85
86



CEO Message

Message from Olli-Pekka Kallasvuo, CEO
Nokia Corporation 1 June, 2006

Despite the complexity surrounding Corporate Responsibility (CR) issues, I see sound
environmental, ethical and social principles as central to building long-term value. Effective
environmental management, for example, cuts waste and reduces costs. Responsible labor
practices can result in lower absenteeism and labor turnover as well as higher productivity,
creativity and quality.

We are increasingly approached by our customers, suppliers, our own employees, investors
and the wider public to engage on these kinds of issues. This report is one important channel
for this.

The year 2005 was an important year for engagement. Our Executive Board fully updated our
Code of Conduct, rolling it out in September as a web-based learning tool, which 75% of our
employees have now completed. Highlights in other areas include, staging a successful global
stakeholder event, increased focus on improving internal labour conditions management,

the industry’s first mobile phone and network product compliant with new EU restrictions on
hazardous substances, and the initiation of a mobile phone microfinancing project in Africa.

In our sourcing work, feedback from our suppliers, led us to revise and update our Nokia
Supplier Requirements. In particular, the environmental and ethical sections of the new
guidelines, to be introduced later this year, reflect an increasing public focus on concerns such
as substance and waste management, as well as human rights.

On broader sustainability issues, I see the success of big business and the wellbeing of the
world as closely linked. Nokia’s core business, mobile communications, is in itself good

for development. There is already a clear correlation between access to low-cost mobile
communications in the world’s least developed countries and increased economic growth,
social networks and quality of life.
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Going beyond our core business, I also see a role for private sector activity in tackling global
challenges. More work needs to be done on defining the exact nature of this role but the
general consensus is that firstly a responsible, values-driven business sector can be crucial in
addressing global development issues, and secondly that partnerships among private and
public sectors, and civil society — even with all the complexities such relationships bring

— can have enormous potential for achieving results.

Nokia is already visible at local and global levels through our many community involvement
projects that go beyond the technology, products and services we create. In addition to
disaster relief, corporate giving and volunteering, we work together with governments,
corporate partners and the non-profit sector in addressing important social issues through
our focus on youth life-skills and education.

I am proud of the commitment we have always tried to show in demonstrating responsible
behaviour to our stakeholders. However, continued good work must be done in ensuring that
Nokia’s environmental and ethical programs are not seen as separate add-on management
features. They must become embedded in all our processes and attitudes.

In making this happen, I am calling for the determination of all Nokia employees to carry
out their work responsibly through our values and our newly updated code of conduct.
Newcomers to the Nokia team must also commit to the code, which has now been translated
into 30 languages, and understand what it means for them and their contribution to our
business.



Letter to stakeholders

Introduction

At Nokia, reporting is an integral part of our corporate responsibility work. We see clear and
consistent communications on our progress as fundamental to building trust and reputation
that goes far beyond the financial community.

We produced our first corporate responsibility report in 2002. Since then, we've worked
steadily to increase the quality and scope of our reporting content as well as raise the level
of awareness on ethical and environmental issues internally and with our stakeholders.

In this way, you could say that our reporting has been more than just a journey towards
producing an annual publication. It has become an active and ongoing dialogue with our
own people and those outside our organization with whom we cooperate and work.

2005 — A year of communications

The year 2005 can be characterized as a big year for communications. Many of our major
actions and achievements involved engaging both internally and with our external partners.
Early in the year, Nokia's Group Executive Board made a full update of our Code of Conduct
and launched a companywide awareness-building campaign.

Based on an e-learning training and discussion platform, launched in September, more than
65% of our employees had been reached by the year end. Our Code of Conduct, which sets
out how our employees should carry out their work, was translated into 25 languages by the
end of 2005, compared to 15 in 2004.

Stakeholder days 2005

In 2005, we staged a successful global stakeholder event, bringing together 110 participants
from 28 countries representing civil society, the public sector, academia, and a range of
businesses. The aim of the event was not to chair a Nokia-centric forum, but rather provide a
level platform for participants to give frank views on broader issues important in the societies
where we operate.

Discussions over the two days moved from the importance of multi-sector cooperation and
taking care of youth to corporate responsibility reporting and mobile communications for
development. This led to several initiatives, including our commitment to publish a study on
Mobile Communications and Development in 2006 as well as a pledge to run a similar event
in 2007.

EC integrated product pilot

Another good example of our external involvement comes through in our work with
the European Commission’s Integrated Product Policy. This is a totally new approach for
achieving environmental improvements and finding new ways to steer them instead of
the traditional command and control reqgulatory measures used by authorities today.
The Commission chose Nokia as one of two companies to help pilot this new approach.
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During 2005, we worked intensively with our suppliers, competitors, customers, recyclers,
public authorities including the Commission, consumer organizations and NGOs to identify
relevant life-cycle environmental issues as well as policy tool related issues to steer
environmental improvements effectively. As a full member of the UNICT Taskforce, Nokia also
played a key role in the second World Summit on the Information Society in Tunisia.

RoHS compliance in sight

Also working with our own people and our suppliers, we are now well on the way to full
compliance with the European Union’s RoHS directive restricting the use of potentially harmful
substances in product manufacturing. This applies to all electric and electronics equipment put
onto the market following 1 July 2006.

In 2005, we launched two fully-compliant products, the Nokia 5140i, which became the first
RoHS-compliant mobile device on the market and the Nokia FlexiHopper Plus microwave radio,
one of the industry’s first mobile network products compliant to RoHS including lead-free
manufacturing capability in volume deliveries since the first quarter of 2005.

Takeback and recycling

In our work in takeback and recycling, Nokia's strategic aim is to offer globally available and
accessible takeback channels to all our customers. We are also committed to driving visibility
and awareness around this issue, wherever we do business. However, governments, industry
groups, retailers and consumers in every region approach this issue slightly differently.

In Europe, for example, last year our focus was on complying with the European Union’s

new Waste Electrical and Electronic Equipment directive, while in North America and China,
we began piloting new local initiatives to build awareness and increase takeback avenues and
volumes.

Activities in the US included a tie up with E-bay’s Rethink — a recovery program for retired
handsets at no cost to the customer — and an Earth Day internal awareness-building event
staged at the Nokia Experience Centers and across five major Nokia sites in North America, as
well as takeback collection bins at each Nokia location, and at government offices in Texas,
Florida and New Jersey.

In China, we launched the Green Box Take-back Scheme, in cooperation with our largest
customer and our largest competitor there to set up a mobile phone and accessories takeback
system. As our largest market, with more than 400 million mobile subscribers, the need for
effective end-of-life treatment practices is escalating exponentially. This new project has come
up with an effective takeback model for China as well as raised national awareness on the
issue and seven other major mobile phone manufacturers have now joined the scheme.

Working with WWF

Still in our environmental work, this year marks a move towards the successful completion

of a three-year cooperation agreement with WWF. Highlights of the agreement, aimed at
mutual learning, include access for all Nokia employees to a web-based application for raising
environmental awareness, as well as business case projects, workshops, voluntary activities
and joint stakeholder seminars across the organization and around the world.

New supplier requirements

We see our suppliers are an extension of our own business and in a very real sense they

are. In our relationships with our suppliers, we were very active, continuing our regular
communications, conducting supplier assessments and driving improvements. We have also
been revising our global set of Nokia Supplier Requirements.

New requirements, due to be communicated later in 2006, reflect the increasing importance of
environmental issues, ethics, health and safety and labor conditions in the supply-chain.

In this new version, our aim has been to position these issues in a positive light, linking them
to day-to-day business practices.
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Atindustry-level, we also continued our participation in the supply-chain working group
of the Global e-sustainability initiative, supporting the aims to promote good conduct and
develop tools, management practices, processes and systems to assist members in dealing
with CR-related supply-chain issues.

Nokia in the community

In 2005, the number of mobile subscribers in the world reached 2 billion, with 3 billion
projected by 2008. The galloping pace of this technology is having far-reaching positive
impacts on society, particularly in the developing markets of Asia, the Middle East and Africa.
We see mobile communications as the fastest most cost-effective way to achieve an inclusive
world, giving people a voice, easy access to social networks and the chance to participate
more fully in economic systems.

Building bridges

Aside from our core mobile phone business, Bridgeit continues to be one of our main
community involvement programs in making available the benefits of information and
communications technologies to the developing world. The program, which has been
successfully piloted in the Philippines, uses mobile technology to bring multimedia
educational content to school children, and will be scaled up from an existing 200 schools
to an additional 500-700 in the next three years.

We are also in the discussions with several countries in Sub-Saharan Africa, Asia and Latin
America about the replication of this program, which is built around a flexible platform,
focuses on local ownership, includes teacher training and allows for tailored content in
multiple languages and content formats.

Microfinancing villages

Nokia and the Grameen Foundation USA also joined forces last year to bring affordable
mobile communications access to rural villages in developing countries through the use of
microfinance.

The initiative, which includes a tailor made booster antenna solution to reach villages outside
regular coverage, is based on Grameen'’s successful microfinancing model, helping mostly
women, start self-sustaining businesses. The Village Phone program is now being scaled up
to 3000-5000 new villages in Uganda and Rwanda.

All Nokia’s community involvement activities are built around local needs, with a strong focus
on results, especially societal outcomes. We have therefore commissioned an in-depth study
in Uganda to research the socio-economic impact of this microfinancing program, including
the challenges of affordability, poverty alleviation, as well as implications on health,
employment and education in local communities.

We are also planning to bring microfinance components to the long-term support program
for communities in Indonesia, India, Thailand and Sri Lanka affected by the Tsunami disaster.

Disaster relief

Natural disasters have recently had a very large impact on the world. In response to the
South Asian tsunami, Pakistan earthquake and US hurricane relief efforts, Nokia pledged EUR
4.25 million to support long-term rebuilding efforts. The short-term disaster relief aid for
these events was overwhelming in some respects, due to the limited capacity of the affected
regions to absorb and utilize the funds.

Nokia provided products, and volunteering support on the ground as well as to Aid
organizations in other countries, however, now that much of the short-term relief has
expired, our efforts are largely being focused on the long-term support needed to sustain
and support full recovery.



Finally, I would also give recognition to our employees for their contributions during the year
through volunteering and their donations of products and money for disaster relief and other
causes. Hands-on volunteering activities were conducted in 29 countries in 2005, up from 23
countries in 2004. An employee time-off policy and internal tracking tool were also
introduced to help our employees connect with their communities as well as help us report
on their progress.

Looking forward

As we increase our corporate responsibility activities, managing issues and programs, we
will continue developing our processes to ensure that these do not become adjunct activities
removed from our day-to-day work. That means successfully embedding sustainability
thinking into every thing we do and every business decision we make.

The next challenge is then to execute and effectively communicate these successes, working

to make our reporting framework ever more relevant, understandable and meaningful to our
own people and to those outside our organization with whom we cooperate and work.



Our approach

Strategy

At Nokia, we see sound environmental and social principles as an important part

of sustaining a successful and responsible business. We work hard to anticipate risk,
demonstrate company values, enhance our governance practices, increase employee
satisfaction and look after the communities where we do business.

In our CR work, we continue to build on the premise that all employees feel empowered to
promote responsibility. That means ensuring that environmental, ethical and social concerns
are not separate add on features, but are embedded into our broader decision-making and
business processes in all the countries where we do business and in all our relations with
external stakeholders.

Process support

In achieving this goal, we are supported by established, well-functioning global processes
and systems. Our global networks, for example, in human resources, manufacturing,
communications, sourcing, and product creation are instrumental in enabling us to
implement and manage CR programs as well as communicate on progress in a relatively
consistent manner across the organization.

The message we want to send across every level and geographical area of our organization
is that ethical business behavior can only be realized by an equal commitment from every

employee and that we support each other in achieving our ethical goals through our Code

of Conduct.

In 2005, Nokia's Group Executive Board made a full update of our Code of Conduct and
launched a companywide awareness-building campaign. Our Code of Conduct, which sets out
how our employees should carry out their work, was translated into 25 languages by the end
of 2005, compared with 15 in 2004.

Governance

Veli Sundbadck, Executive Vice President, Corporate Relations and Responsibility, leads Nokia's
corporate responsibility (CR) work at the Executive Board level, and presides over a number
of CR teams and management groups, notably the Nokia Corporate Responsibility Steering
Group and Environmental Steering Group.

In addition to supporting company-wide initiatives and projects, both these teams are
responsible for driving open communications and internal and external cooperation on (R
issues at all levels of our business. However, our approach to (R has always been to try and
minimize the number of dedicated corporate resources for corporate responsibility in the
belief that real progress is made only when policies and programs are implemented
throughout the company.



Environmental organization

Environmental issues in Nokia are led by Vice President and Head of Environmental Affairs,
who reports to the Senior Vice President, Corporate Relations and Responsibility in the Group
Executive Board.

Nokia’s environmental organization includes two Nokia-wide bodies, the Nokia
Environmental Steering Group and the Nokia Environmental Management Team, which
comprise representatives of the business, support groups and corporate functions.

These Nokia-wide management bodies are responsible for ensuring that the implementation
of environmental activities across the company is consistent with our environmental policy
and strategy.

Environmental organization
Nokia environmental steering group 7

Nokia environmental management team

Business & |
horizontal group’s
management - > Environmental teams
Management
teams < > Environmental teams

Environmental Policy

Nokia’s commitment to continuous improvement in environmental issues is stated in our
environmental policy, revised in 2002. Environmental specialists and business management
are jointly responsible for implementing the policy. The basic principles of Nokia's
environmental policy are:

. Successful business requires a solid product life cycle- based environmental
performance

. The Nokia Way means an active, open, and ethically sound approach to environmental
protection

. The objective of Nokia’s environmental policy is sustainable development in
accordance with the ICC Business Charter

Principles of implementation
The following principles guide the implementation of Nokia’s environmental policy:
. Our environmental policy is part of our general management process.

. Line organizations plan and implement action programs by using environmental
specialists and the best available technology.

. Action programs are based on an understanding of the environmental impacts
of a product throughout its life cycle.

. Minimizing the environmental impacts of our products and operations requires
continuous efforts and follow-up on results, and must therefore be taken into
account as part of our total improvement activities.
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Transparency

In addition to reporting on our financial performance, we see clear and consistent
communications on our environmental and social performance as fundamental to building
trust and reputation that goes far beyond the financial community. It is also an effective way
to respond to the increasing demand for environmental and social information and metrics
from customers, NGOs, socially responsible investors and other key stakeholder groups.

We produced our first corporate responsibility report in 2002. Since then, we have worked to
increase the scope and transparency of our reporting content.

Following are some examples from a range of issues in our 2005 reporting where we feel we
have increased the breadth and scope of information we are making publicly available.

Financial reporting

Transparency in Nokia's financial reporting was significantly increased during 2005 to a level
of detail that we believe is unmatched among our peers in the ICT industry. In our quarterly
and annual reporting, in addition to a net sales breakdown by region, we began providing
the financial community with a full breakdown of our device volumes by geographical area.
We also began publishing quarterly and full-year profit and loss statements for each of our
four business groups. Both of these transparency initiatives have been very well received by
the investor community.

Nokia has a history of shareholder friendliness:

. In 1987, Nokia became one of the first European companies to voluntarily adopt the
International Accounting Standard (IAS), well in advance of the beginning of 2005
when all EU-listed companies became legally obliged to start reporting under IAS/IFRS.

. In October 2000, we voluntarily adopted the US regulation Fair Disclosure beyond the
requirements set forth for foreign listings and complied as if we were a US issuer.

. In the interests of increased shareholder friendliness and maximum transparency, in
meeting the requirements of the 2002 Sarbanes Oxley Act, Nokia has taken broader
conformance measures than has been legally required from a non-US issuer.

. In 1999, we abolished dual shareholder categories (A&K shares) to adopt a system of
one share, one vote, with each share now carrying the same risk and reward.

. We have always put a great deal of emphasis on proxy voting in order to encourage a
fair and open system where everyone gets a voice.

Case examples

Occupational health and safety — new global data

In Occupational Health and Safety we are reporting for the first time this year full global
numbers on injury and illness at our production sites. This data had previously only been
collected at regional levels based on local requirements and using varied criteria and
definitions.

In order to be able to collate meaningful global data, we now require that our production
OHS representatives submit injury and illness reporting figures that conform to our global
specifications.

Substance management and requirement database open to suppliers

Nokia has been developing systematic substance management as a means of proactively
responding to materials restrictions. Our tools include a comprehensive database of the total
raw material content of all components used in Nokia products as well as actively managed
lists of banned and monitored substances.



Nokia is actively involved in developing and spreading the use of the open RosettaNet
standard for the standardized online exchange of materials data between component
suppliers and electronics producers, thereby helping to ensure the systematic availability
of information of material content of components used in the electronics industry.

Electromagnetic fields

At Nokia we are sensitive to concerns about mobile communications safety issues and

we have committed resources not only to sponsor ongoing research programs, but also to
provide customers with clear, information as well as to engage openly and objectively in
areas of public concern.

The research consensus, based on over 50 years of research, has concluded that exposure to
electromagnetic fields from mobile phones or base stations operating within guideline levels
causes no adverse effects in human health. However, we appreciate that we must continue
to respond to public perception and concerns on this issue among our customers, the public
and our employees.

As part of our approach, we have just launched a new public website containing clear and
relevant information on past and pending research that was previously used for internal
audiences. External visitors to the new site will now find explanations on scientific findings
prepared in simple lay terms as well as public information in the form of flash displays.

Community involvement — country-level reporting

This year, we have introduced country-by-country reporting on our community activities.
Over time, we believe this will improve the results of the projects, and increase the level
of accountability to the beneficiaries of the projects.

This also responds to requests from our non-profit partners, employees and customers

to communicate more about our activities. We respect this advice, and while increased
communication may be viewed cynically by some, it remains the right course of action.
We welcome your feedback as well, with ideas and suggestions on how you think Nokia
could maximize its societal impact.

Personnel by region 12/2005

Region Headcount Fixed Permanent Full-time Part-time
Americas 10 829 292 10 537 10 811 18
Asia-Pacific 4515 510 4005 4512 3
China 6119 5551 568 6119 0
Europe, Africa & Gulf 13783 842 12 941 13 605 178
Finland 23 427 648 22779 22914 513
Total 58673 7843 50830 57961 712
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Location

Germany
Bochum

Finland

Production Operations

APAC
Korea
India
China
BNMT
BNT
NST
DNMP
Americas
Mexico (Reynosa)
Brazil (Manaus)
FortWorth
Europe
Komaron Production
UK - Vertu

Total

Global operation injury and illness report 2005

Injuries Ilinesses
21 0
52 1

1 0
0 0
0 0
1 0
4 0
17 0
1 42
1 0
38 0
3 0
139 43

Injury and incidence rate

0.89

0.00
0.00
0.57
0.65

3.10
3.24

0.12

1.30
1.36

1.08

The referenced injury and illness incidence rate is a compilation of Nokia's global production operations and based on the USA Bureau of Labor

Statistics formula.

(N/EH) x 200 000 where:

N = Number of occupational injuries and illnesses
EH = total hours worked by all employees during calendar year
200 000 = 100 full time workers (working 40 hours per week, 50 weeks per year)

Using incidence rates allows Nokia to evaluate its injury and illness experience and compare its experience to companies performing the same type

of work.

The US Radio and Television Broadcasting and Wireless Communications Equipment Manufacturing industry average for occupational injuries and
illnesses resulting in lost work days per 100 workers was 0.4. Nokia's global average for injuries and illnesses resulting in lost work days per 100

workers was 1.08 in 2005.
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Engagement

Nokia’s business impacts and influences large numbers of people and organizations around
the world and across markets and sectors in many different ways.

During 2005, in our relationships with our employees, customers, suppliers, shareholders,
partners, and with governments and civil society, we continued to initiate discussions and
benchmark our business practices. This has been in an effort to implement, manage and
provide information in a relatively consistent manner as well as share mutual perspectives
and help build trust.

We understand the importance of clear and continuous communications and believe in the
long-term value that engagement on the economic, social and environmental dimensions
of our business can bring.

Stakeholder event

In 2005, Nokia staged a successful global stakeholder event, bringing together 110
participants from 28 countries representing civil society, the public sector, academia, and a
range of businesses. The aim of the event was not to chair a Nokia-centric forum, but rather
provide a level platform for participants to discuss issues important in the societies where
we operate.

Discussions over the two days moved from the importance of multi-sector cooperation and
taking care of youth to corporate responsibility reporting and mobile communications for
development. This led to several initiatives, including our commitment to publish a study on
Mobile Communications and Development in 2006 as well as a pledge to run a similar event
in 2007.

Employee communications

Open communication with our people is part of the Nokia way of operating. We gain
commitment from our employees and employee representatives through ongoing dialogue
and employee feedback and participation. Our people have several different channels for
expressing their opinions and concerns as well as for driving positive change in our
organization, principles and policies:

. Listening to you — our annual survey for all employees

. Personal discussion and development — all employees have an assigned HR
consultant to help with personal employment related matters, to discuss their
personal development plans and to give direct positive or negative feedback.

. ‘Ask HR" — question forum and ‘Jazz Café” — discussion forum on the internal website

. Whistle blowing — a mailing or email address is available on our public website for
all employees and other stakeholders to reach Nokia's Audit Committee and raise
concerns related to Nokia’s accounting, internal controls, or auditing matters.

A similar channel is also available direct to the Board of Directors to report concerns
or feedback. Employees may also raise issues to the Board anonymously.

. Employee/employer unions — we are in open discussion and cooperation with all
relevant unions where we do business.
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Suppliers and customers

Active supplier engagement

We see our suppliers are an extension of our own business. In our relationships with our
suppliers in 2005, we were very active, continuing our regular communications, conducting
supplier assessments and driving improvements.

We have also been revising our global set of Nokia Supplier Requirements. New
requirements, due to be communicated later in 2006, reflect the increasing importance of
environmental issues, ethics, health and safety and labor conditions in the supply-chain.
In this new version, our aim has been to position these issues in a positive light, linking
them to day-to-day business practices.

At industry-level, we also continued our participation in the supply-chain working group of
the UNEP-facilitated Global e-sustainability initiative. The group aims at benchmarking best
practices and promoting consistent and complementary approaches to supply-chain
management within the electronics industry.

Customer dialogues

During 2005, we saw evidence of an increased number of our customers focusing more
actively on environmental, ethical and social issues within their supply chains. In addition
to introducing ethical and environmental requirements to contractual discussions, more and
more of our customers sought to engage us on how Nokia implements and promotes good
business practices.

Given our strong global processes and systems, we are well-positioned to implement and
manage (R programs as well as communicate on progress in a relatively consistent manner
across the organization. Building employee awareness of our Code of Conduct among more
than 58,000 employees of 128 nationalities has been one example 