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. - X
Going concern(Hl£7|9) o

23. When preparing financial statements, management shall make an assessment of an
entity’s ability to continue as a going concern.....(5%)

24. In assessing whether the going concern assumption is appropriate, management
takes into account all available information about the future, which is at least, but is
not limited to, twelve months from the balance sheet date. The degree of consideration
depends on the facts in each case. When an entity has a history of profitable
operations and ready access to financial resources, a conclusion that the going
concern basis of accounting is appropriate may be reached without detailed analysis.
In other cases, management may need to consider a wide range of factors relating to
current and expected profitability, debt repayment schedules and potential sources of
replacement financing before it can satisfy itself that the going concern basis is
appropriate.
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Example Notes — Nokia

a) Market risk
Foreign exchange risk

Mokia operates globally and is thus exposed to foreign
exchange risk arising from various currency combinations.
Foreign currency denominated assets and liabilities
together with expected cash flows from highly probable
purchases and sales give rise to foreign exchange
exposures. These transaction exposures are managed
against various local currencies because of Nokia's
substantial production and sales outside the Eurozone.

Table 1
Transaction foreign exchange position Value-at-Risk

2005
EURmM

2004

VaR EURmM

...................................................................................................................

According to the foreign exchange policy guidelines of the
Group, material transaction foreign exchange exposures are
hedged. Exposures are mainly hedged with derivative
financial instruments such as forward foreign exchange
contracts and foreign exchange options. The majority of
financial instruments hedging foreign exchange risk have a
duration of less than a year. The Group does not hedge
forecasted foreign currency cash flows beyond two years.

Nokia uses the Value-at-Risk ("VaR") methodology to
assess the foreign exchange nisk related to the Treasury
management of the Group exposures. The VaR figure
represents the potential losses for a portfolio resulting from
adverse changes in market factors using a specified time
period and confidence level based on historical data. To
correctly take into account the non-linear price function of
certain derivative instruments, Nokia uses Monte Carlo
simulation. Volatilities and correlations are calculated from a
one-year set of daily data. The VaR figures assume that the

At December 31 12.4 127
Average for the year 10.2 14
Range for the year 3.3-29.3 16-269

forecasted cash flows matenalize as expected. The VaR
figures for the Group transaction foreign exchange exposure,
including hedging transactions and Treasury exposures for
netting and risk management purposes, with a one-week
horizon and 95% confidence level, are shown below.
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