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Nokia UK Limited

Directors’ report
The directors present their report and the audited financial statements for the year ended 31 December 20086,
Directors

The directors of the company at 31 December 2006, all of whom have been directors for the whole of the year,
except where indicated, are listed below:

H Mustonen (Chairman)

M Butler

A Cooper (resigned 31 December 2006)
P Kuhne {resigned 8 August 2006)

M Wolontis {resigned 1 July 2006)

T Foster

T Sjelvgren (resigned 1 July 2006)

S Ainslie (appointed 24 July 2006)

On 31 March 2007, T. Foster resigned as a director of the company. On 1 April 2007 G. Doyle was appointed
as a director of the company.

Directors’ interests in shares of the company
None of the directors who held office during the financial year bad any interest in, or options over, the shares of
the company.

Pursuant to “The Companies (Disclosure of Directors’ Intcrests) (Exceptions) Regulations 1985 (SI
1985/802)" the company is not required to disclose the directors” interests in the parent company or any of its
subsidiaries incorporated outside the United Kingdom.

Insurance of directors
The ultimate parent company, Nokia Corporation, has arranged insurance for the directors in respect of their
duties as directors of the company.

Business Review

Principal Activities

Nokia UK Limited’s principal activities are the research, development, sales and marketing of mobile
communication devices. Nokia’s aim is to bring complex technology to the consumet in a very human way.
The company cmployed an average of 2,299 individuals during 2006 {2005: 1,771} across J sites in the UK.
Turnover in the year was £1,611,767,000 (2005: £1,549,1 84,000) with a reported operating profit of
£45,391,000 (2005: £45,409,000).

Dividends
During the year a dividend of £170,000,000 was declared and paid (2005: £nil) the details of which are set out
in note 9 to the financial statements.

Business Environment

The mobife phone market is a highly competitive, fast moving, consumer goods industry that brings new
technology, fashion and services to an increasingly demanding public. The penetration of the UK Mobile
market has reached saturation level with over G0 million phones users in the market and 14% of consumers
having more than one phone. This installed base of users are regularly looking to upgrade their devices in the
search for new technology and fashionable products which has created an annual market demand of around 40
million units with many consumers upgrading or carrying 2 phones. The competitive nature of the market in
the UK has resuited in heavy subsidisation of all phones by the network operators with most contract
(subscription) phones available free.

Recent developments in mobile phone capability have seen the advent of multimedja computers capable of
replicating the experience of cameras, MP3 players and web browsers in a truly mobile device. This true
mobility has created significant new market opportunities as the mobile device now competes in new market
segments (cameras, navigation, MP3, laptops).
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Directors’ report (continued)

The recent deployment and consumer launch by the UK mobile operators of high speed data networks (mobile
broadband) has additionally created an infrastructure that will create exponential growth of these connected
devices.

The current market outlook for the industry looks healthy although the following macro economic factors
could affect both uptake and usage:
e Stable economy, housing market & personal lending still strong (despite recent interest rate
increases).
s Retail inflation low and steady.
e Forecast stable cconomy and no specific changes in mobile specific shopping habits over
next year.
o Market penctration around 87%; new growth only coming from very young and old ends of
the market.
Multiple device ownership becoming common.
Total population becoming more involved in mobile phones.
e Purchase motivation around handset design/look still driving the majority of purchase
decisions.

The key business risks for the industry are identified as follows:

e Declining growth levels as the market reaches saturation will see new sales from upgrades,
renewals and multiple device ownership.
Government legislation on health.

o Development of “WiFi” enabled cities may see a change in consumer usage and a shift in the
business model deploved by the operators.

o  Subsidy reduction from operators may se¢ short term volume reduction as consumers start
paying up front for devices,

e 18 menth contracts may see a delay in consumers renewal of handscts.

Strategy

Nokia aims to make technology human by connecting people’s lives ina simple and intuitive way. By making the
Nokia mobile device the centre of each users connected world we allow people to stay in touch seamlessly
throughout the globe.

In the UK, Nokia operates 5 business groups supporting device sales. During 2006, Nokia also operated a
Networks business group. A number of platform functions support these business groups.

Mobile Phones

This group is the core and the largest of Nokia’s device business groups. The approach of this business group is
about bringing mobile communications to the mass market which it does through very low end simple products to
highly desirable and fashionable phones.

The product range is huge with products to suit the majority of the population. It successfully filters technology
down from Nokia’s other units to the mass market making them simple and affordable. In addition it meets the
fashion conscious and design led market by bringing innovative and inspiring product designs to market using the
latest materials and design themes.

Multimedia

The Multimedia group focuses on pushing the boundaries of the technology envelope in developing mobile
multimedia computers. The product range challenges the very nature of the mobile environment adding DVD
quality cameras, sateilite navigation, web browsing and music players to mobile devices. The products are aimed
at the early adopters and style leaders and the technology employed soon filters down to the mobile phone group.
This team also lead the development of Nokia’s services that can be used on devices such as music downloads,
navigation or games.
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Directors’ report (continued)

Enterprise Solutions

The Enterptise Solutions group develop and produce products to meet the needs of the enterprise or business
customet. Their portfolio ranges from mobile phones with business voice functions through to mobile e-mail
devices and enterprise firewal! equipment. Their primary approach is to mohilise the enterprise work environment
in a secure and efficient way.

Vertu

The Vertu business group is the pioneer and leading manufacturer of handcrafted mobile phoncs for the luxury
market. Vertu launched in 2002, and now has three distinct phone collections: Signature, Ascent and
Constellation. Vertu phones are assembled by hand at the business group’s manufacturing site in the United
Kingdom. They are available exclusively in Vertu’s own stores and over 370 of the finest watch, jewellery and
department stores across 48 countries worldwide. From 1 January 2006, Nokia UK Limited started to actasa
marketing, production & research and development centre for Nokia Corporation for the sale and production of
Vertu phones.

CMO-Customer market operation

The primary role of CMO is to take the products developed in the above business groups and bring them to the
market. In the UK, CMO are responsible for the sales, marketing and defivery of the Nokia portfolio across all
business groups cxcluding Vertu.

Networks

The principal activities of the Networks business group were the development, sales and implementation of
telecommunications equipment and systems. This business was transferred to Nokia Siemens Networks Limited
on { April 2007

Going forward, the strategy of the Networks business group will be determined by the Nokia Siemens Networks
Group which is a separate independent business and the directors do not consider it appropriate to disclose such
information in the accounts of Nokia UK Limited.

Key Performance Indicators
We have made significant progress in the year on the Nokia Group’s overriding objective and strategy for

development and growth. The Board monitors progress on the overall strategy by reference to five key
performance indicators. Performance during the year, together with historical comparisons is set out below:

2006 | 2005 | Definition, method of calculation and analysis

Faowth in sales 4% 15% | Year on year sales growth within the devices business groups
expressed as a percentage.

Sales continue to improve in a very competitive market with
Multimedia and Mobile Phones leading the way.

Market share 30.7% | 37.5% | Average Nokia device sell out market share measure by GFK market
research.

The reduction in market share is evidence of the increased pressure
from the competition.

Number of devices 86 73 Number of communication devices from which revenue was

in the market obtained during the year.

Nokia is continuously launching products with 45% of the devices
sold in 2006 being new to the market.

Staff attrition rate 6.9% | 64% | Staff rnover expressed as a percentage of headcount.
The low rate of staff attrition is a reflection of Nokia’s policy to
recruit and maintain key staff within the company

Sales & marketing as | 7.1% [ 4.5% | Sales, marketing and distribution expenditure expressed as a
a percentage of percentage of revenue.

revenue
This target is in line with strict guidelines set by the Nokia Group
and is closely monitored. The increase represents the increased focus
on marketing and sales in the very competitive market.
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Directors’ report (continued)

Research and Development

We continue to act as a research and development centre for the Nokia Group on behalf of Nokia Oyj.
Activities include the development of technology modules and software as part of our global Technology
Platforms organisation, and development of Nokia NSeries devices as part of our global Multimedia Business
group. These activitics are supported by a global supplier base, skills in manufacturability, product marketing
and customer care in order to create leading edge products for high volume manufacture and global sales. The
work involves resolving the technological as well as system design and integration uncertainties inherent in
small multi-radio multimedia devices. All research and development costs in the UK are recharged to Nokia
Oyj.

Future Qutlook
The outlook for Nokia UK looks very positive.With the increased consuter mobility and growing data use the
devices and services we produce will continue to be in high demand.

Principal Risks and Uncertainties

Employees

The company’s performance depends largely on its managers and iocal staff. The resignation of key individuals
and the inability to recruit people with the right experience and skills could adversely affect the company’s results.
To mitigate these issues the company has the following policies in relation to employees.

Disabled employees

Applications for emplayment by disabled persons are always fully considered bearing in mind the aptitudes of

the applicants concerned. In the event of members of staff becoming disabled every effort is made to ensure that

their employment with the company continues and appropriate training is arranged. It is the policy of the

company that the training, career development and promotion of disabled persons should, as far as possible, be
~identical to that of other employees. '

Employee consultation

The company places considerable value on the involvement of its employees and keeps them informed on
matters affecting them and on the various factors affecting the performance of the company. Regular meetings
arc held with employees so that their views can be taken into account in the formulation of policy and in
decisions which are likely to affect their interests.

Eligible employees in the UK share in and contribute to the company’s performance through performance
related bonus schemes.

Employees may also participate in employee share option schemes, which enable eligible employees to
acquire share options over the shares of the parent company, Nokia Corporation.

Policy and practice on payment of creditors

It is the company’s policy in respect of all suppliers to agree payment terms in advance of the supply of goods or
services and to endeavour to adhere to those payment terms. At the year end trade creditors in respect of parties
outside the Nokia group of companies represented 61 days (2005: 30 days).

Financial risk management
The operations of the company expose it to a number of financtal risks including the effects of interest rate risk,
and credit risk.

In order to minimise the impact of finance risks, the Nokia Group has a central treasury function which manages
the financial risks of the group. All cash management for the company is handled via the central team,

Credif Risk

The company has implemented policies that require appropriate credit checks on potential customers before sales
are made. Each customer has an appropriate credit limit for their perceived risk. A policy of sales blocking is used
if a customer exceeds their credit limit.
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Interest Rate Cash Flow Risk

The company has both intercst bearing assets and interest bearing liabilities. All of these are with other Nokia
group companies and are subject to either fixed interest rates or a vatiable interest rates determined by the central
treasury team. If the directors consider one of the intercompany assets to be at risk of default then a guarantee is
sought from the parent company for the level of that risk.

Charitable contributions

The company has continued to make charitable contributions, donating a total of £102,250 {2005: £59,000) to
good causes. The £102,250 donated in the year was distributed as follows: £100,000 to Mencap and £2,250 to
Cancer Research UK trading Ltd. The £59,000 donated in the prior year was distributed as follows: £45,000 to
Mencap, £5,000 to Childeline, £2 500 to Make a Wish, £3,300 to Breakthrough Cancer, £3,000 to Tommy’s the
Baby Charity and £200 to other charities.

No contributions to the funds of any political party were made during the year.

Disclosure of information to auditors
As required under Companies Act 1985, section 234ZA(2), the directors confirm that, to their knowledge, there
is o relevant audit information of which the company’s auditors are unaware.

The directors have taken all the steps that ought to have been taken as a director in order to make themselves
aware of any relevant audit information and to establish that the company’s auditors are aware of that
information. '

Statement of directors’ responsibilities in respect of the Annual Report and the financial statements
The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statcments for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). The financial
statements are required by law to give a true and fair view of the state of affairs of the company and of the
profit or loss of the company for that period.

In preparing those financial statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;

o make judgements and estimates that are reasonable and prudent;

» state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and

» prepare the financial statements on the going concern basis unless it is inappropriaie to presume that
the company will continue in business, in which case there should be supporting assumptions or
qualifications as necessary.

The directors confirm that they have complied with the above requirements in preparing the financial
statements.

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at
any time the financial position of the company and enable them to ensure that the financial statements comply
with the Companies Act 1985, They are also responsible for safeguarding the assets of the company and hence
for taking reasonable steps for the prevention and detection of fraud and other irrcgularitics.
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Post balance sheet events

On 21 March 2007, the UK. government announced a decrease of 2% in the UK corporation tax rate for large
companies from 30% to 28%, which will have cffect from 1 April 2008, A reduction in plant and machinery
capital allowances from 23% to 20% will also have effect from the same date, Although not material, to the
financial statements, a futire adjustment to the Group’s deferred tax assets will be required in respect of the
year ending 31 December 2007.

Auditors
PricowaterhouseCoopers LLP have indicated their willingness to continue as auditors. Pursuant to section 386 of

the Companics Act 1985, the Company has elected to dispense with the obligation to appoint auditors snnually.

By order of the board
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Independent auditors’ report to the members of Nokia UK
Limited

We have audited the financial statements of Nokia UK Limited for the year ended 31 December 2006 which
comprise the profit and loss account, the statement of total recognised gains and losses, the balance sheet and
the related notes. These financial statements have been prepared under the accounting policies set out therein.

Respective responsibilities of directors and auditers

The directors’ responsibilities for preparing the financial statements in accordance with applicable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out
in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Treland). This report, including the opinion, has
been prepared for and only for the company’s members as a body in accordance with Section 235 of the
Companies Act 1985 and for no other purpose. We do not, in giving this opinion, accept or assume
responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it
may come save where expressly agreed by our prior consent in writing.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985. We also report to you whether in our opinion the
information given in the Directors' Report is consistent with the financial statements.

In addition we report to you if, in out opinion, the company has not kept proper accounting records, if we have
not received ali the information and cxplanations we require for our audit, or if information specified by law
regarding directors’ remuneration and other transactions is not disclosed.

We read the Directors” Report and consider the implications for our report if we become aware of any apparent
misstatemenis within it.

Basis of audit opinion

We conducted our audit in accordance with Tnternational Standards on Auditing (UK and Ireland) issued by the
Auditing Practices Beard. An aundit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the financial statements. It also includes an assessment of the significant estimates and
judgments made by the directors in the preparation of the financial statements, and of whether the accounting
policies are appropriate to the company’s circumnstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and expianations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or ather irregularity or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the financial
statements.

Opinion
In our opinion:

e the financial statements give a true and fair view, in accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the company’s affairs as at 31 December 2006 and of its
profit for the year then ended,

e the financial statements have been properly prepared in accordance with the Companies Act 1985; and

s the information given in the Directors' Report is consistent with the financial statements.

PricewaterhouseCoopers LLP |

Chartered Accountants and Registered Auditors
Cambridge

19" Oclber W007.




Nokia UK Limited

Profit and loss account for the year ended 31 December 2006

Notes 2006 2005

{restated)

£°000 £7000
Turnover 2 1,611,767 1,549,184
Cost of sales (1,462,980) (1,419,834)
Gross profit 148,787 129,350
Admimstrative expenses (31,381 (49,918)
Marketing, selling and distribution costs (114,162) (79,128)
Other operating income 7 42,147 36,105
Operating profit 45,391 45,409
Profit on disposal of building - 1,212
Interest receivable and similar income 5 19,538 18,026
Interest payable and similar charges 6 {6,152} {4,746)
Profit on ordinary activities before taxation i 38,777 59,901
Tax charge on profit on ordinary activities - 8 (4,372)  (50,059)
Profit for the financial year 18 54,405 9,842
Dividends ' -9 {170,000 -
Loss/retained profit for the financial year l (115,595) 9,842

All activities relate to continuing operations.

There is no difference between the profit on ordinary activities before taxation and the retained loss for the year
stated above and their historical cost equivalents.
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Statement of total recognised gains and losses

Notes 2006 2005
(restated)
£°000 L£7000
Profit before dividends for the financial year 54,405 9.842
Actuariai loss on pension scheme 23 (3,006) (3.408)
Current vear tax credif relating fo FRS 17 pension assct 1,502 1.022
Movement on deferred 1ax asset relating to special pension (3,210 3,21
prepaynent
Current vear tax credit relating to special pension prepayment 23 3,210 3,210
Total recognised gains and losses relating fo the year 50,901 7.456
Prior year adjustment - FRS20 1 (5,584}
- Deferred tax on FRS20 adjustment 1,675
Totﬂ&a@ and losses recognised since Jast annual report 46,992
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Balance sheet as at 31 December 2006

Netes 20606 2005
(restated)
£000 £000
Fixed assels
Tangible assets 10 68,635 67,436
Investments i1 6,794 .
75,429 67,436
Current assets
Debtors 12 242,820 276,801
Short ferm Investments 2,768 174,360
Cash at bank and in hand 1,684 14,251
247,272 465472
Creditors: amounts fulling duc within one year 13 {(159.822) {256,701)
Net current assets 87,450 208.771
Total assefs less current {iahilities 162,879 276,207
Pravisions for liabilities and charges 14 (53.025) (58.039)
Net assefs excluding pensioh asset 109,854 218,168
Pension asset 23 5,000 7,878
Net assets including pension asset 114,854 226,046
Capital and reserves
Called up share capital 16 20,000 20,000
Profitand loss account 3 94,854 200,046
Total sharcholders’ funds 19 114,854 220,046

The financial statements on pages 11 to 34 were approved by the board of directors on

and were signed on its behalf by:

Director ﬁ’é/(j? ,

Director

23 Oetiber aay,




Nokia UK Limited

Notes to the financial statements
for the year ended 31 December 2006

1 Principal accounting policies

The financial statements have been prepared in accordance with the Companies Act 1985 and applicable
Accounting Standards in the United Kingdom. A summary of the more important accounting policies, which have
been reviewed by the Board of Directors in accordance with FRS 18 ‘Accounting Policies’ is set out below,
together with an explanation of where changes have been made to previous policies on the adoption of new
accounting standards in the year.

Basis of accounting
The financial statements are prepared in accordance with the historical cost convention.

Changes in accounting policy

The 2006 financial year is the first year in which the Company has adopied FRS 20 ‘Share-based payments’. In
accordance with this standard the cost of share options awarded to employees under the Group’s share option
schemes is measured by reference to their fair value at the date of grant. The cost 1s recognised over the vesting
period of the options based on the number of options, which in the opinion of the Directors, will ultimately
vest.

The impact in 2006 is a charge to increase staff costs by £7,907,000 (2005: £4,151,000) and to decrease the
deferred tax charge for the year by £2,371,000 (2005: £1,245,000). The impact to the profit for the year of these
adjustments is a decrease of £5,536,000 (2005: £2,906,000). The share option charge of £7,907,000 (2003:
£4,151,000) is credited back through reserves. The impact on net assets is an increase of £2,371,000
(£1,245,000).

Turnover

In the case of both network cquipment and mobile phone handsets, turnover represents the total invoice value
of goods despatched to and accepted by customers. Turnover in relation to services is recognised when the
service has been provided. All turnover is stated excluding value added tax and afier deducting trade discounts.

Foreign exchange
Transactions denominated in foreign currencies are translated into sterling at the rate of exchange ruling at the date
of the transaction. Exchange differences arising in the ordinary course of business are included in operating profit.

Assets and liabilities denominated in foreign currencics are translated into sterling at the rate of exchange ruling at
the balance sheet date.

Research and development expenditure
All such expenditure is written off in the year in which it is incurred except for expenditure on related fixed assets,
which is written off over the expected useful lives of those asscts.

Warranty cost provision
The company makes provision for warranty costs which are expected to arise in future periods in relation to the
goads sold in the year. This provision is based on historical data regarding return rates and unit warranty costs.

Operating leases
Costs in respect of operating leases are charged on a straight [ine basis over the lease term.

Share options

The cost of share options awarded to employees under the Company’s share option schemes is measured by
reference to their fair value at the date of grant. This cost is recognised over the vesting periad of the options
based on the number of options, which in the opinion of the directors, will ultimately vest. The charge is
credited back through reserves.
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1  Principal accounting policies (continued)

Tangible fixed assets
The cost of tangible fixed assets is their purchase cost, together with any incidental costs of acquisition.

Depreciation is calculated so as to write off the cost of tangible fixed assets, less their estimated residual values,
on a straight line basis over the expected useful economic lives of the assets concerned. The principal annual rates
used for this purpose are shown below:

%
Frechold buildings 2%-4
Fixtures, fittings, tools and equipment 10-20
Improvements to leasehold property Over the lease term
Computer equipment and software 20-33

Freehold land is not depreciated. Assets purchased during the year are depreciated by the relevant fraction of the
above rates. The rates used are designed to write the assets down to residual value over their expected useful lives,

Shert-term investments
Bank deposits which are not repayable on demand without penalty are treated as short-term investments in
accordance with FRS 1. Investments shown under current assets comprise fixed and immediate return deposits.

Deferred taxation

Provision is made for deferred taxation in accordance with FRS 19, ‘Deferred taxation’ on all material timing
differences. Deferred tax assets are recognised to the extent that they are regarded as recoverable. Deferred tax
assets and liabilities are not discounted.

Pensien scheme arrangements '

Nokia UK Limited has been a participating company of the Nokia Group (UK) Pension Scheme since 1 June
1990. This is a funded group pension scheme that provides both benefits based on final pensionable pay and
benefits dependent upon contributions paid. The assets of the scheme are held separately from those of Nokia
UK Limited, being invested with Fidelity Pensions Management (“Fidelity”y and Barclays Global Investors.

Contributions to the defined benefit tier of the scheme are based upon pension costs across the group as a whole,
whereas contributions to the defined contribution tier of the scheme are fixed.

Under FRS 17, the amount charged to operating profit in the profit and loss account in respect of defined benefit
pension costs is the curtent service cost of providing benefits accrued in the period as calculated by the scheme’s
actuary. In addition, the profit and loss account includes a charge for costs in respect of the unwinding of the
discount applied to the scheme’s liabilities. Actuarial gaitis and fosses are included in the statement of recognised
gains and losses. The pension fund balances are shown net of deferred tax, in accordance with FRS 17.

Contributions to the defined contribution pension scheme are charged to the profit and loss account as they become
payable in accordance with the rules of the scheme.

The company provides no other post retirement bencfits to its emp loyees.

Cash flow statement

The company is a wholly-owned subsidiary of Nokia Corporation, a company incorporated in Finland, and the
cash flows of the company are included in the consolidated cash flow statement of Nokia Corporation.
Conscquently, the company has taken the exemption available under FRS 1 from publishing a cash flow
statement.

Related party transactions
The company has also taken advantage of the exemption available under FRS 8 not to disclose transactions with
group undertakings. The directors do not consider that there were any other related party transactions.
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2 Segmental reporting

2006 2005
£°000 £000
Geographical analysis of turnover by destination:
United Kingdom 1,349,159 1,365,262
Continental Europe 253,388 172,863
Other countries 9,220 11,059
1,611,767 1,549,184
Turnover is all UK in origin,
2006 2005
£7000 £°000
Turnover analysed by activity:
Networks 86,631 87,528
Mobile phones 1,070,989 1,007,649
Enterprise solutions 42,050 52,511
Multimedia 412,097 401,496
1,611,767 1,549,184

The analysis by activity is based on the group’s management structure.

All other segmental information required by SSAP25 has not been presented because the directors consider

that to disclose this information would be seriously prejudicial to the interests of the company.

3 Directors’ emoluments

2006 2005

£7000 £000

Aggregate emoluments 1101 1,543
Company pension coniributions to money purchase schemes 13 16
1,114 1,559

The emoluments of the highest paid director were £337,070 (2005: £490,023). £414,402 in accrued benefits
(2005: £nil) are due to the highest paid director at the year end under the defined benefit pension scheme. The
amount paid into the money purchase scheme on behalf of the highest paid director was £nil (2005: £11,517).

Retirement benefits are accruing to six directors (2005: six) under a defined benefit scheme, and three directors
(20035: three) under a money purchase scheme.
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4  Employee information

The average monthly numbeés of persons (including exccutive directors) employed by the company during the

year was!

2006 2003
Namber Number
Administration 219 248
Marketing and customer services 440 549
Operations 591 145
Research and development 1,049 829
2,299 1,771
2006 2005
£7000 {restated)
£000
Staff costs (for the above persons):
Wages and salagics 129,160 108,863
Social security costs 15,896 12.362
Other pension costs 13,228 8,773
Share based payment (including National Insurance Contritwstions on share 9,838 4151
options)
168,122 134,149
5 [Interest receivable and similar income
2006 2003
£'000 £000
Interest on shore-term deposits with a group andertaking 14,443 13,729
Interest on short-ferm deposits with an external bank 4 56
Fxpected return on pension scheme assets (sce note 23) 5,086 4,241
19,538 18,026
6  Interest payable and similar charges
2006 2005
£000 £7000
On bank loans and overdrafis 789 542
Interest on pension scheme liabilitics (see note 23) 5,332 4,204
(Other finance costs 3 -
6,152 4,746
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7 Profit on ordinary activities before taxation

2006 2003
£'000 £7000
Profit on erdinary activities before taxation is stated after charging:
Depreciation of owned tangible fixed assets 12,693 9,197
Research and development expenditure (see note 1) 136,555 110.640
Operating lease charges:
- plant and machinery 2,257 2,818
- other 2,489 1,981
(Profic) / loss on disposal of tangible fixed assets:
- building - (1,212)
- other 134 56
Other operating incolne 42,147 36,105

Research and development expenditure on behalf of Nokia Corporation of £136,555,000 has been included
within costs of sales in the profit and loss account (2005: £110,640,000). This has been recharged at a mark up

of 5% (2005: 5%) and recorded within turnover in the profit and loss account.

Other operating income of £42,147,000 (2005: £36,105,000) relates to income received in the Nokia Group

regarding training, marketing services and other group activities.

The uudit fee for the company for the financial year hus been borne by the uliimate parent company, Nokia

Corporation.

During the year the Company obtained the following services from the Group’s auditor at costs detailed below:

2006 2003
£000 £ 000
Audit services:
Fees payable to company auditor for the audit of the company 118 119
Non-audit services:
Fees payable to the company’s auditor and its associates for other services
- Auditing of accounts of associates of the company pursuant to legisiation 12 9
- Other services relating to taxation 231 447
- All other services 635 141
426 716
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8  Tax on profit on ordinary activities

a) Analysis of charge for the year

2006 2005
{restated)
£000 £000
Current tax:
UK corporation tax on profits of the year 13,935 30,021
Adjustments in respect of previous years (7,895) 18,888
Total current tax charge 6,040 48,909
Deferred tax:
Timing difference in relation to fixed assets (1,627) (179)
Pension cost relief in excess of pension cost charge - 2,574
Timing difference on share based payments (2,372) (1,245)
Prior year adjustment 2,331 -
Total deferred tax (credit)/charge (note 15) (1,668) 1,150
Tax charge on profit on ordinary activities 4,372 50,059

b} Factors affecting tax charge for the year

The tax assessed for the period ditfers from the standard rate in the UK (309%,). The differences are explained
below: ' ’

2006 2605
{restated)
£000 £000
Profit on ordinary activities before tax 58,777 59,901
Profit on ordinary activities multiplicd by the standard rate of corporation 17,633 17,970
tax in the UK of 30% (2003: 30%)
Effects oft
UK Research & Development tax credits (4,210) (3,204)
Expenscs not deductible for tax purposes 1,153 1.817
Timing differepee 1n refation to fixed assets 1,627 179
Adjustment related to thin capitalisation within UK group {4,640) (2,426)
Group relicf adjnstment - 17,014
Pension cost relief in excess of pension cost charge - (2,574)
Timing difference on share based payments 2,372 1,245
Adjustinents to tax charge in respect of previous years (7,895) 18,888
Current tax charge for the year (note 8a) 6,040 48,909

The company has paid for tax losses surrendered by fellow subsidiaries. This has resulted in a reduction to the
prior year current tax charge of £7.9 million (2005: £18.9 million increase). The prior year adjustment in
respect of deferred tax relates to the company claiming greater capital allowances in the financial statements
than allowable. This has resulted in an increase of £2.3 million to the prior year deferred tax charge.
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9 Dividends

2006 2005
£000 £000
Equity — Ordinary:
Final paid: £8.50 per £1 share (2003: nil) 170,000 -
10 Tangible fixed assets
Imprevements Fixtures and
Frechold land to leaschold  fittings, toels and
and buildings property cquipment Tatal
£7000 £'000 £000 £0006
Cost
At | January 2006 74,394 4,011 70,122 148,527
Additions 386 2.601 11,306 14,293
Disposals {23%) (290} (11,312 {11.860)
At 31 Deceniber 2806 74,522 6,322 0,116 150,960
Depreciation
At 1 January 2006 19,384 2,560 58,947 §1,091
Charge for the year 3,156 493 9,044 12.693
Disposals (229 {254) {10,976) (11,459)
At 31 December 20066 22,511 2,799 57,015 82,325
Net book value
At 31 December 2006 52,011 3,523 13,101 68,635
Net book value
At 31 December 2003 54,810 1.451 11175 67,436
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11 Investments

2006 2005
£°000 £7000
Investments in subsidiary 6,794 -

In October 2606, Nokia UK Ltd acquired the full share capital of On Demand Distribution Lid. The price paid
for the shares was £6.794.000 which has been recognised as an mvestment in the balance sheet of Nokia UK
Ltd.

The financial statements of On Demand Distribution Ltd for the year ended 31 Decerber 2005 show the
following.

2005
£°000
Loss for the year (5,963.912)
Aggregate capital and reserves {8.348,891}
The details of the sharcs acquired are as follows:
Name of Country of Desription of Proportion of Nominal Value of
Undertaking Incorporation Shares Veting rights shares acquired
£
On Demand England & Wales £0.10 ordinary 100% 2,626,441
Distribution Ltd . sharcs '
12 Debtors
2006 2005
(restated)
£900 £'000
Amounts falling due within one year:
Trade debtors 47,844 46,287
Amounts owed by group underiakings 171,542 218,835
Deferred tax asset 7,257 8,095
Corporation tax 1214 813
Prepayments and accrued income 8,963 2.829
242,820 276,861
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13 Creditors: amounts falling due within one year

2006 2003
£000 £7000
Trade creditors 31275 {1,692
Amounts owed to group undertakings 43,199 130,912
Other taxation and secial scourity 26,163 43,502
Other creditors 246 it4
Accruals and deferred income 58,939 70,481
159,822 256,701
14 Provisions for liabilities and charges
Warranty Deferred  Litigation Other Total
£'000 taxation & IPR £000 £000
excluding £000

deferred

tax on

pensinn

asset

£000
At 1 January 2006 ’ 46,607 6,353 300 4,779 58,039
Charged to profit and loss account 243.443 703 - 341 244,439
Utilisation during the year (249,391) - - {(112) (249,503)
At 31 December 2006 40,661 7,056 300 5,008 53,025

In the net deferred tax of £1,942,000 (note 13), (2005 restated: £1,634,000), £2,143,000 (2005: £3,376,000) has

been deducted in arriving at the net pension asset on the balance sheet.

Warranty provision
See note 1.

Litigation and TPR

The litigation and IPR provision is in respect of a ongoing legal dispute with a customer.

Other provisions

An increase of £341,000 has been recognised in other provisions. This relates to an amount reserved for
dilapidations on a property ieased by Nokia UK Ltd to another company. The remaining part of other

provisions relates to business premises which are currently unoccupied and which management consider
unlikely to be sub-let due to the current adverse market conditions for comparable properties in the area.
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15 Deferred taxation

2006 2005
(restated)
£2000 £000
Deferred tax asset on special pension contribution (3,210) {(6,420)
Deferred tax asset on share based payments {4,047) (1,673
Deferred tax asset (note 12) (7,257 (8.095)
Deferred tax provision excluding deferred tax on pension asset (note 14} 7,056 6,353
Net deferred tax asset (201) (1,742}
Movements during the year in the net deferved tax asset are as follows:
2006
£000
Opening net deferred tax asset as previously reported (67)
Prior year adjustment - FRS 20 (1,675)
Opening net deferred tax asset as restated (1,742)
Movement on deferred tax asset on special pension contribution 3,210
Movement on share based payment (2,372)
Differences between capital allowance and depreciation (note §) 703
. 201
The amount of deferred taxation, including that relating to the pension asset, provided for in the financial
stateraents is as follows:
2006 2005
£000 {restated}
£000
Deferred tax assct on special pension contribution {3,210) (6,420}
Deferred tax asset on share based payment (4,047 (1,675)
Excess of capital allowances over depreciation (nate 14) 7,056 6,353
Net deferred tax asset excluding that relating to the pension asset (201) (1,742)
Deferred tax provision on pension asset (note 23) 2,143 3,376
Total provision for deferred tax 1,942 1,634

Movements during the year in the deferred tax provision, inclusive of the deferred tax included in the pension

asset, are as follows:

1 January 2006 as previously stated 3,309
Prior year adjustment - FRS 20 (1,675)
1 January 2006 as restated 1,634
Deferred tax liability on acquired pension asset 216
Deferred tax credit on profit and loss account (note 8} (1,668)
Deferred tax charge in statement of total recognised gains and losses 1,760
1,942
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16 Called up share capital

2006 2005
£7000 £000
Authorised
20,000,000 (2093; 20.000,000) ordinary shares of £1 each 20,000 20,000
Allotted, called up and fully paid
20,000,000 (2003: 20,000,000} ordinary shares of £1 each 20,600 20,000

17 Share-based payments

The Company participates in the Group equity-based incentive programs for employees. The programs include
performance share plans, share option plans and restricted share plans. Both executives and employees
participate in these programs.

The equity-based incentive grants are generally forfeited if the employment relationship with the Group
terminates and they are conditional upon the fulfilment of performance and such other conditions, as
determined in the relevant plan rules.

All assumptions behind the global equity programs are derived in EUR in the Group conselidated accounts.
For the purposes of the Nokia UK Limited accounts these amounts have becn converted to GBP at the
exchange rate prevailing at the appropriate year end (2004: £i = €1 4104, 2005: £1 = €1.4582, 2006: £1 =
€1.4927).

On 1 January 2006, all of the emp'loyecs of Vertu Limited, a fellow Nokia subsidiary, transferred into Nokia
UK Limited. As a result, the number of share options was increased by the number of share options held by
those employees.

Share options

The Group's outstanding global share option plans were approved at the Annual General Meeting of Nokia
Cotporation in the year of the launch of the plan ie 2001, 2003 and 2005, Options under the 2003 and 2005
share option plans are held by employees of Nokia UK Limited.

Each share option entitles the holder to subscribe for one new share in Nokia Corporation. The share options
under the 2003 and 2005 plans are non-transferable by the participants. All of the share options have a vesting
schedule with a 25% vesting one year after grant and quarterly vesting thereafter, as specified in the table
below. The share options granted under the plans generaily have a term of five years. The Company
determines the compensation expense for the plans on a straight-line basis over the vesting period for each
quarterly lot.

The determination of the exercise prices follows the rules approved at the Annual General Meeting of Nokia
Corporation for each plan. The exercise prices are determined at the time of the grant, on a quarterly basis,
equalling the trade volume weighted average price of a Nokia Corporation share on the Helsinki Stock
Exchange during the trading days of the first whole week of the second month (i.e. February, May, August or
November) of the respective calendar quarter following approval of the award.

The exercises based on the share options issued under the 2003 and 2005 share option plans are settled with
newly issued shares in Nokia Corporation which will entitle the holder to a dividend for the financial year in
which the subscription occurs. Other shareholder rights commence on the date on which the shares subscribed
for are registered with the Finnish Trade Register.

The outstanding share option plans in which the employees of Nokia UK Ltd have an interest are given in the
table below.
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17 Share-based payments (continued)

Share aptions (continued)

Plan Shares Option First vest date  Last Vest date Expiry date Exercise
{Year of under Category price/share
Launch) option GBP

2003 1,687,129 2003 20Q 1 July 2004 2 July 2007 31 December 2008 10.02

2003 3Q 1 Qctober 2004 1 October 2007 31 December 2008 8.51
2003 4Q 3 January 2005 2 January 2008 31 December 2008 10.08
2004 2Q 1 July 2005 I July 2008 31 December 2009 7.90
2004 4Q 2 January 2006 2 January 2009 31 December 2009 8.27
2005 1,312,936 2005 2Q 1 July 2006 1 July 2009 31 December 2010 8.57
2005 3Q 1 October 2006 1 October 2009 31 December 2010 8.77
2005 4Q 1 January 2007 1 January 2010 31 December 2010 9.70
2006 1Q 1 April 2007 1 April 2010 31 December 2011 10.04
2006 2Q 1 July 2007 1 July 2010 31 December 2011 12.07
2006 3Q i October 2007 1 October 2010 31 December 2011 10.30
2006 4Q 1 January 2008 1 January 2011 31 December 2011 10.30
3,000,065

The Group’s current share option plans have a vesting schedule with a 25% vesting one year after grant, and
quarterly vesting thereafter, each representing 6.25% of the total grant. The grants vest fully in four years.

Total share options outstanding

The following table shows the movement in stock options

which were held by employees of Nokia UK Ltd.

Weighted

Number of average
' shares  exercise price

g
Shares under option at 1 January 20035 1,727,535 [0.12
Granted 534,368 8.79
Exercised (7,019) 9.53
Forfeited {10,151) 9.13
Shares under option at 31 December 20035 2,245,233 9.55
Transferred from Vertu Limited 232,129 9,55
Granted 795,510 11.51
Exercised (203,376) 939
Forfeited (69,431) 9.09
Shares under option at 31 December 2006 3,000,065 9.91
Options exercisable at 31 December 2005 891,442 9.92
Qptions exercisablc at 31 December 2006 1,398,236 9.44

Share options were regularly exercised during the year, with a weighted average share price at the date of
exercise of £11.30 (2005: £10.55). The weighted average grant date fair value per option granted was £2.40 in

2006 and £1.65 in 2005,

The share options outstanding by range of exercise price at 31 December 2006 arc as follows:

Number of Weighted Weighted
share options average average
Exercise prices  outstanding at remaining exercise price
£ 31 December  contractual life £

2006 in years
0.46 - 7.90 375,428 1.44 7.64
8.08 - 9.96 564,430 244 8.59
10.02-11.97 1,390,864 0.64 10.02
11.9% 2,897 1.00 12.01
12.07 - 28.71 666,446 3.50 12.07

3,000,065
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17 Share-based payments (continued)

Share options (continued)

Nokia Corporation calculates the fair value of share options using the Black Scholes option pricing model.
The Company has taken the exemption provided in FRS 20, *Share based payment’, which allows the charge
for share-based payments to be calculated only in respect of options granted to employees after 7 November
2002 which had not vested by 1 January 2006.

The fair value of the share options is estimated on the date of grants using the following assumptions.

2006 2005 2004
Dividend yield 2.08% 2.30% 2.44%
Weighted average cxpected volatility 24.09% 25.92% 33.00%
Risk-free interest rate 2.86-3.75% 2.16-3.09% 2.24.422%
Weighted average risk-free interest rate 3.62% 2.60% 3.07%
Expected life (years) 3.6 3.59 3.20
Weighted average share price (£) 11.95 9.05 8.39

The expected life of share options is estimated by observing general option holder behaviour and actual
historica! terms of the Nokia Corporation share option plans. The expected volatility has been set by reference
to the implicd volatility of options available on Nokia Corporation’s shares in the open market and in light of
historical patterns of volatility.

Performance shares

The Group has granted performance shares under the 2004, 2005 and 2006 performance share plans which
have been approved by the Board of Directors of Nokia Corporation. A valid authorisation from the Annual
General Meeting of Nokia Corporation is required when the plans are settled using newly issued shares of
Nokia Corporation or transfer of existing treasury shares. The Group may also seftle the plans using Nokia
Corporation’s shares purchased on the open market or instead of shares, cash settlement. The Group
introduced performance shares in 2004 as the main element o its broad-based equity compensation program,
to further emphasize the performance element in employees’ long-term incentives.

The performance shares represent a commitment by the Company to deliver Nokia Corporation shares to
employees at a future point in time, subject to the Group’s fulfilment of the predefined performance criteria.
No performance shares will vest unless the Group’s performance reaches the threshold level of at least one of
the two independent, pre-defined performance criteria. For performance between the threshold and maximum
performance levels the settlement follows a linear scale. Performance exceeding the maximum criteria does
not increase the number of shares vesting.

The maximum number of performance shares (Maximum Number) equals four times the number of
performance shares originally granted (Threshold Number). The criteria is calculated based on the Group’s
Average Annual Net Sales Growth target for the performance period of the plan and basic Earnings per Share
(“EPS™) target at the end of the performance period.

For the 2004 plan, the performance period consists of the fiscal years 2004 through 2007, for the 2005 pian, the
years 2005 through 2008 and for the 2006 plan, the years 2006 through 2008. In the 2004 and 2005 plans,
separate EPS threshold and maximum levels have been determined for the interim measurement period and
final performance period. For both the 2004 and 2005 plans, if either of the required performance levels is
achieved, the first settlement will take place after the two year interim measurement period and is limited to a
maximum vesting equal to the Threshold Number. The second and final settlement, if any, will be after the
¢lose of the four year performance period. Any scttlement made after the interim measurement period will be
deducted from the final settlement after the full performance petiod.

The 2006 plan has a performance period of three years with no interim measurement petiod. No performance
shares will vest unless the Group’s performance reaches the threshold level of at least one of the two

independent, pre-defined performance criteria.

Until the shares in Nokia Corporation arc transferred and delivered, the recipients will not have any
shareholder rights such as voting or dividend rights associated with the performance shares.
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17 Share-based payments (continued)

Performance shares (continued)

The following tables give certain information about the 2004, 2005 and 2006 performance share plans as they
relate to Nokia UK Limited at 31 December 2006.

Total Plan

Size
Plan Name (Threshold Interim Performance 1™ (Interim) 2" (Final)
Number) Measurement Periad Settlement Settlement
2004 223,980 2004-2005 2004-2007 2006 2008
2005 267,094 2005-2006 2005-2008 2007 2009
2006 316,175 n/a 2006-2008 na 2009

The following table sets out the performance criteria of each global performance share plan, as well as the
potential number of performance shares vesting if performance criteria are met:

Threshold performance

Maximum performance

Average Average

annual net annual net

EPS (£) sales growth EPS (£) sales growth

2004 Interim measuremnent (3.536 4% 0.630 16%
Performance period 0.563 4% 0.791 16%

Number of shares vesting 223,980 223,980 895,920 895,920

2005 Interim measurement 0.502 3% G.643 12%
Performance period 0.549 3% 0.891 12%

Number of shares vesting 267,094 267,094 1,068,376 1,068,376

2006 Performance period 0.643 5% 0.946 20%
. Number of share vesting 316,175 316,175 1,264,700 1,264,700

1. Both the EPS and Average Annual Net Sales Growth Criteria have an equal weight of 50%.
2. A performance share represents the grant at threshold. At maximum performance, the scttlement amounts to four times the number of

shares criginally granted at threshold.

The table below gives certain information relating to the performance shares outstanding as at 31 December

2006.
Number of Weighted Weighted average
performance average grant remaining
shares at  date fair value contractual term
Threshold £ (vears)
Performance shares at | January 2005 202,993 7.68 2.64
Granted 242,067 8.69 3,18
Forfeited {2,164) 8.32 323
Performance shares at 31 December 2005 442,896 8.08 2.19
Transferred from Vertu Limited 45,790 8.08 2.19
Granted 316,175 9.92 3.00
Forfeited (18,035) 7.15 2.15
Performance shares at 31 December 2006 786,826 8.59 1.75

Y. The fair value of performance shares is estimated based on the grant date market price of the shares of Nokia Corporation less the

present value of dividends expected to be paid during the vesting period.,

2. Based on the performance of the group during the Interim measurement period 2004-2005, under the 2004 performance share plan, both
performance criteria were met, The performance shares related to the interim settlement of the 2004 perfermance share plan are included in
the performance in the number of performance shares outstanding as at 31 December 2006 as these performance shares will remain
outstanding until the final settlement in 2008. The final payout, in 2008, if any, will be adjusted by the shares delivered based on the
interim measurement period.
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17 Share-based payments (continued)

Performance shares (continued)

Based on the performance of the group during the Interim Measurement Period 2005-2006, under the 2005
Performance Share Plan, both performance criteria were met. Hence 265,594 Nokia shares equalling the
threshold number vested as of the date of the Nokia Corporation Annual General Meeting on 3 May 2007,

Restricted shares

Since 2003, the Group has granted restricted shares to recruit, retain, reward and motivate selected high
potential employees, who are critical to the future success of the Group. The restricted share plans 2003, 2004,
2005 and 2006 have been approved by the Board of Directors of Nokia Corporation. A valid authorisation
from the Annual General Meeting of Nokia Corporation is required when the plans are settled using newly
issued shares of Nokia Corporation or disposal of existing own shares. The Group may also settle the plans
using Nokia Corporation shares purchased on the open market or by using cash settlement. All of the restricted
share grants have a restriction period of three years after grant, after which period the granted shares will vest.
As soon as practicable after vesting, the shares in Nokia Corporation are delivered to the recipients. Until
shares are delivered, the recipients will not have any shareholder rights, such as voting or dividend rights
associated with these restricted shares.

The table below gives certain information relating to the Restricted Shares outstanding as at 3] December
2006.

Number of Weighted Weighted average

Restricted  average grant remaining

Shares  date fair value contractual term

£ (years)

Restricted Shares at 1 January 2005 147,863 6.64 2.52
Granted 322,552 8.24 3.13
Restricted Shares at 31 December 2005 470,415 7.67 2.37
Transfers from Vertu Limited 48,635 - . 7.67 2.37
Granted 156,700 9.85 3.01
Forfeited (12,000} 8.04 2.59
Vested (25,230) 8.26 -
Restricted Shares at 31 December 2006 638,500 8.03 1.74

i, The fair value of restricted shares is estimated based on the grant date market price of the shares of Nokia Corporation less the present
value of dividends expected to be paid during the vesting period.

Total compensation cost related to share based compensation

During the year ended 31 December 2006, a share-based compensation charge of £7,907,000 (2005:
£4,151,000) was recorded in administrative expenses in the profit and loss account.
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18 Profit and loss account

2006
£004
At 1 January 2006 as previously reported 204,371
Prior year adjustment - Deferred tax on FRS 20 adjustment 1,675
At | January 2006 as restated 206,046
Profit for the financial year 54,405
Dividends (170,000)
Actuarial loss on pension scheme {note 23) (5,0006)
Moverent on ctrrent tax exedit on pension asset 1,502
Share based payment for the year 7,907
At 31 December 2006 94,854
Penston asset (5,000)
Profit and loss reserve excluding pension asset 89,854
19 Reconciliation of movements in shareholders’ funds
2006 . 2005
£006 {restated)
£°000
Profit for the financial year 54,405 9.8342
Dividends (170,000) -
Share based payment for the year 7,907 4,151
Actuarial 1oss on pension scheme (note 23) (5,006) {3,408)
Current tax credit on pension asset 1,562 1.622
Net {reduction)/addition to shareholders’ funds (111,192) 11.607
Cipening shareholders” fuads as previously reported 224,371 214,010
Prior year adjusiment - Deferred tax on FRS 20 adjustment 1,675 429
Opening sharchelders funds as restated 226,046 214,439
Closing sharcholders’ funds 114,854 226,046
20 Capital commitments
2006 2005
£7000 £000
Capital expenditute that has been contracted for but has not been provided 2,552 916

for in the Anancial statements
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21 Financial commitments

At 31 December 2006 the company had annual commitments under non-canceilable operating leases as

follows:
Land and Land and
Buildings Other Buildings Other
£000 £7000 £°000 £'000
Operating leases expiving:
Within ong year 29 1,456 13 1,214
In the second to fifth years 385 2,479 214 613
After {ive vears 2,045 - 1,947 -
2,459 3,029 2.174 1.827

22 Contingent liabilities

The company is liable, under the terms of a cash pooling arrangement with National Westminster Bank ple,
contribute o the overdraft of its holding company, Nokia UK Holdings Limited. The company’s Lability

o
is

limited to its cash balance af any time on its account with that bunk. At 31 December 2006, the company's

maximun potential lability was £894.909 (2005: £14,256.356).

The company has given a counter indemnity to National Westminster Bank ple in respect of a duty deferme

Nt

bond in favous of H M Customs and Excise in the sum of £3,600,000 (2003: £3.600.000). At 31 December 2006,

the balance outstanding on the deferment account against which the bond could be offset was £359,155 {200
£8.954).

5

The conipany is also Hable under the following bonds: £43,000 (2005: £43,600) (The County Council of Surrey).

£250.000 (200%: £250,000) (Newline Underwriting Management Lid). £510,000 (2005; £510,000) {Hampshi
County Council).

The directors consider that the likelihood of any loss arising from any of these atrangements s remote.

23 Pension scheme

The company operates a fimded defined benefit scheme; onty employees of Nokia UK Limited contribute fo
the Nokia Group {UK) Pension Scheme,

e

A ful] actuaria] valuation of this scheme was carried out at 31 March 2004 by a qualified independent actuary.

The valuation used the projected unit method to determine future contributions and it was assumed that
investment returns would be 4.5 % pa pre-retirement and 4.5 % pa post retirement, salary increases would
average 4.5 % pa and future pension increases would average 2.5 % pa. Assets were valued at market value.
As at the date of the valuation, these represented 71 % of the value of benefits accrued to members, after
having allowed for expected future increases in pensionable salaries. A special contribution of £42.8m was
made by Nokia (UK) Limited in the year ended 31 December 2004 towards funding the deficit.
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23 Pension scheme (continued)

For the purposes of FRS 17, the most recent actuarial valuation was updated to 31 December 2006. The major
assumptions used by the actuary required under FRS17 were:

31 December

31 December

31 December

2006 2005 2004

(% p.n) (%o p.a) (% p.a)

Rate of increase in salaries 3.50% 5.30% 5.30%
Rate of increase of pensions in payment 3.00% 2.80% 2.80%
Discount rate 5.00% 4.90% 3.30%
Inflation assumption 3.00% 2.80% 2.80%

The asscts in the scheme and the expected rate of return were:

Long-term

rate of Long-term Long-tenn
yeturn rate of return vate of retum
expected 31 Value at 31 expected 31 Valueat 31 expected 31 Vahue at 31
December December Decemnber December December December
2006 2006 2005 2005 2004 2004
Yo £'0600 g £7000 % £4000
Bonds 4.30% 127,716 4.20% 108,157 4.50% 46,806
Cash 4.75% 1,321 4.50% . Lag2 4.75% 42,873
129,037 109,339 89,679
The pension asset recognised on the face of the balance sheet is catculated as follows:
2006 2005 2004
£7000 £7000 £000
Total market value of assets 129037 109,339 R9.679
Present value of scheme Nabilities (2006: 94% of scheme assets;
20035: 90%: 2004: §5% . s
005: 90%: 2004: §5%) (121894)  (98.085)  (76,306)
Surplus in the scheme 7.143 11,254 13373
Related deferred tax (lability} (2,143) (3,376) (4.012)
Net pension asset 5,000 7,878 $.361

31




Nokia UK Limited

23 Pension scheme (continued)

2006 2005

Analysis of the amount charged to operating profit: £000 £7000
Service cost 7,347 5,786
Total operating charge 7,347 5,786
Analysis of amount charged to interest:
Expected return on pension scheme assets 5,086 4,241
Interest on pension scheme liabilities (5,332) (4,204)
Net (interest charge)/return (246) 37
Analysis of amount recognised in statement of total recognised gains and
tosses (STRGL):
Actual return fess expected return on pension scheme assets (1,844) 6,181
Experience gains and losses arising on the scheme liabitities 6 29
Change in the underlying present value of the schemne liabilities {3,168) | (9,560)
Actuarial (loss) recognised in the STRGIL. (5,006) (3,408)
Movement in Sli.rli}us during the year:

Surplas in scheme at 1 Jamuary 11,254 13,373

Transferred from Vertu Limited (see note 25) 719 -
Movement in year:

Current service charge (7.347) (3.786)

Contributions 7,769 7.038

Net (interest charge)/return (246) 37

Actuarial (loss) (5,006) (3,408)
Surplus in scheme at 31 Decenber 7,143 11,254

The scheme was closed to new entrants with effect from 31 March 2005. For a closed scheme, under the projected
unit method, the service cost will increase as a proportion of salaries as employees approach retirement.

Comvany contributions remained at 21% (2003 21%) of pensionable salaries in respect of Exccutive members and
\j : p

increased on 1 January 2006 to 18% (2005; 11%) of pensionable salaries in respect of other members of the defined
benefit scheme.
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23 Pension scheme (continued)

2006 2005 2004 2003 2002
History of experience gains and losses: £000 £000 £7000 £000 £000

Difference between the expected and actual return on

assets:
Amount (£°000) (1,844) 6,181 543 5,092 (9,307
%% of scheme assets (1.4%) 5.70% 0.60% 13.30% (38.00%)
Experience gains and losses on scheme liabilities:
Amount (£:000) 6 (29)  (2,665) (1,146)  (l1,361)
% of scheme liabilities 0.0% 0.00% (3.50%) (1.80%) (3.00%)
Total amount recognised in the STRGL
Amount (£7000) (5,006) (3,408) (1.410) (5,718) (11,341)
% of scheme liabilitics C(41%)  (3.50%) (1.80%) (9.10%) (27.00%)

The company also operates a defined contribution tier of its pension scheme. The pension charge for the year for
the defined contribution tier was £3,551,000. (2005: £2,987,000).

The defined contribution section of the UK pension scheme has a defined benefit underpin due to its method of
being contracted-out of the State Second Pension (so that in return for giving up some state pension benefits the
scheme provides minimum level of pension at retirement). FRS 17 requires that schemnes with such an underpin are -
accounted for in the same way as defined benefit schemes. However, the underpin of the defined contribution
section of the UK pension scheme is not currently expected to uplift any members’ pension benefits, and
accordingly, the assets and labilities of the defined contribution section of the UK pension scheme have not been
included with the assets and liabilities of the defined benefit scheme in these disclosures.

The impact of the defined benefit underpin on the disclosures included in this note if they were to be included
would be to increase the assets of the overall scheme by £78,463,000 (31 December 2005: £62,226,000) and to
increase the liabilities of the overall scheme by the same amount.

The defined contribution pension cost (being the contributions payable) in the year of £3,551,000 (2005:
£2,987,000) has been included in this note in the disclosure of the service cost of the defined benefit scheme within
the operating profit of the company. No net impact has been recognised in this note either on the financing section
of the profit and loss account or on the statement of total recognised gains and losses, as the expected return on the
scheme assets and the interest on the scheme liabilities and, similarly, the actual less expected return on the scheme
assets and the expericnce gains and losses arising on the scheme liabilities, would have an equal and opposite
effect. There would only be an item in respect of a change in assumptions for the defined contribution scheme to
the extent that such a change results in a liability being held in respect of the underpin.

No amount was due {2005: £nil} in respect of contributions due to the defined contribution pension fund at the year
end.

24 Ultimate and immediate parent companies and controlling party

The immediate parent company is Nokia UK. Holdings Limited, a company registered in England and Wales.

The directors regard Nokia Corporation, a company incorporated in F inland, as the ultimate parent company and
controlling party and head of the smallest group inchuding Nokia UK Limited for which consolidated financial
statements are preparcd. Copies of the consolidated financial statements of Nekia Corporation may be obtained
from PO Box 226, SFO0101, Helsinki, Finland.
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25 Transferred of assets and liabilities from Vertu Limited

On 1 January 2006, Vertu Limited ceased trading and transferred its assets and liabilities to Nokia UK Limited
and Nokia Corporation.

As a result of this transaction Nokia UK Limited increased headcount by 205 people and acquired all the assets
and labilities of Vertu Limited with the exception of sales coniracts (and associated sales debtors), stock and
intellectual property rights which were assigned to Nokia Corporation. From ] January 2006, Nokia UK
Limited started to act as a marketing, production and research and development centre for Nokia Corporation
for the sale and production of Vertu phones. All costs incurred related to these activities are charged back to
Nokia Corporation.

The assets and liabilities transfarred to Nokia UK Limited comprise:

Fair value

£000

Tangible fixed assets 4,120
Pension assct (net of deferred tax provision of £216,000) 503
Other prepaid expenses 168
Total assets transferred 4,791
Trade creditors (2,543)

. Other accrucd expenses . (1,577
Total net assets transferred . 6-71
Consideration 671

26  Subsequent events

On 21 March 2007, the UK government announced a decrease of 2% in the UK corporation tax rate for large
companics from 30% to 28%, which will have effect from 1 April 2008. A reduction in plant and machinery
capital allowances from 25% to 20% will also have etfect from the same date. Althongh not material, to the
financial statements, a future adjustment to the Group’s net deferred tax assets will be required in respect of the
year ending 31 December 2007,

On 1 April 2007, Nokia merged its Networks Business Group with the carrier-related operations of Siemens,
into a new company called Nokia Siemens Networks.
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