Global |
market leader

L] .
Our nonwovens are Bl

the preferred choice for companies
big and small, for the greatest brand
owners in the world, for manufacturers
of private label consumer products,
and for producers of world-class
medical applications.

Investing in
product leadership

The completion of the Bethune investment brings Suominen’s
multi-year growth investment program to a successful end.
During the program, we spent more than EUR 60 million to
improve our manufacturing capabilities globally.
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Renata led Suominen’s Paulinia growth investment project, which expands our offering
in the promising South American nonwovens market. She kept the successful project
team focused and helped to cross all hurdles with her persistence. Having worked

Renata Rinaldi
Plant Manager

Paulinia, Brazil at Suominen and its predecessors since 1999, Renata has grown not just into her

leadership position, but also into an embodiment of The Suominen Way.

Suominen Corporation Annual Report 2016
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Suominen
1N brief

Suominen manufactures nonwovens as
roll goods for wipes and for hygiene prod-
ucts and medical applications. Suominen
is the global market leader in nonwovens
for wipes. The company employs nearly
650 people in Europe and in the Ameri-
cas. The Suominen share (SUY1V) is listed
on the Nasdaqg Helsinki Stock Exchange.

Suominen is
the global market leader in
nonwovens for wipes.

Wiping products made of Suominen’s
nonwovens include, for instance, wipes
for personal hygiene and baby care, as
well as for household and workplace
wiping. The company's hygiene product
applications include, for example, sani-
tary pads, diapers and adult incontinence
products. Surgical drapes and swabs are
examples of the medical applications.

Suominen Corporation Annual Report 2016
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Suominen
as a company

» The global market leader
in nonwovens for wipes
and among the TOP10
nonwoven producers
worldwide

e TwoO business areas:
Convenience and Care

« The Convenience
business area offers
nonwovens for a range
of wiping applications.

e The Care business
area provides nonwovens
for use in hygiene and
medical products.

)/@\ Read more at suominen.fi
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Five reasons to
invest in Suominen

1. Our production plants are located
on three continents, in key market
areas close to our customers.

2.We operate in growing markets.

3.0ur customer relationships are
often global and long-term
— more than 10 years on average.

4.We have a clear vision and an
ambitious strategy to achieve it
— with a promising track record.

5.0ur dividend policy is to
distribute approximately 30%
of our profit for the period in
annual dividends.

> About us / Suominen as a company
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Stefan has been working hard to develop |-Plan, a demand management tool that will give Stefan Anselment
Suominen a far-reaching view required for a demand-driven supply chain. It enables us to

- : : : : Global Demand Management
plan for an efficient and timely high-quality supply better than ever before. Through his work

Systems Manager

on the tool, Stefan plays a key role in transforming how we both think and work at Suominen. Alicante, Spain

Suominen Corporation Annual Report 2016
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How we
create value

Suominen Corporation Annual Report 2016

Our purpose is to make
nonwovens continuously

better for people. By doing so,
Suominen creates value through
its operations for all its stake-
holders — e.g., customers,
employees and shareholders.

Value chaln

Suominenis a 100% nonwovens manufac-
turer that operates business-to-business.
Even so, understanding the needs of both
consumers and professionals using prod-
uct made of nonwovens is at the heart of
our strategy. That is because we have to
be able to proactively forecast what our
customers and end users will need in the
future in order to live up to our vision to be
a Market Driven Product Leader.

7 /133
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Suominen's value chain

Retailer

9 \

Converter,
e.g., wet wipe ‘
manufacturer
Brand Consumer
\ owner

Fiber
Primary production producer

\ \ Nonwovens
manufacturer,
Suominen
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Value Creation Model

Information concerning year 2016 in brackets.

Resources

Funding

* Cash flow from operations
(EUR 28.5 million)

« Total liabilities (EUR 172.8 million)
* Total equity
(EUR 142.8 million)
Natural resources
* Water (5,202,914 m?)
* Raw materials (136,387 tons)
Wood-based
Oil-based
* Energy (1,663,509 GJ)
Natural gas
Grid electricity
Steam
People
» 646 employees on average
* Employee training (EUR 316,382)
Intellectual capabilities
e Suominen brand
e The Suominen Way
*« R&D
* Patents

 Professional & leadership capabilities

« ICT systems

Social relationships
e Customer relations

* R&D cooperation with stakeholders

* Consumer dialogue

« Suppliers

¢ Manufacturing partners

* Local communities

* Professional networks

Manufacturing platform

 Eight production plants

« Geographically and technically
broad manufacturing base

Suominen Corporation Annual Report 2016

Strategy and operating environment

Vision:
Market Driven Product Leader

T

Deliver superior value in thoughtfully
selected market applications

Drive proactive key account manage-
ment for mutual value creation
Execute demand-driven supply chain
Evolve culture and capabilities to
build a strong product company

T

Our purpose is to make nonwovens
continuously better for people.

Strategy:

Emerging global middle class  Rising healthcare expenditure

Aging population Growing consciousness of health

Population growth Legislation

Outputs

Products & solutions

Impacts

Customers

* Accelerated business

* Improved product performance

e Suominen brand value

« Customer satisfaction

Employees

« Wages and salaries (EUR 35.9 million)

« Professional development

« Striving for non-discrimination
and equal opportunities

« Safe workplace (AFR 7.34)

Partners

« Payments (EUR 307.5 million)

* Business growth

« Ethical business

Shareholders

« Dividend paid (EUR 5.0 million)

Environment

« Waste and emissions load from
operations and end-products

« Compostable and dispersible
end-products

« No untreated water

Society

* More convenient lifestyle

« Improved hygiene

« Contribution to reducing the
number of infections

« Corporate income taxes paid
(EUR 6.3 million)
« Employment

9/133
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How does the Model work?
Suominen’s Value Creation Model depicts
our whole value creation process: what
kind of resources we utilize in executing
our strategy, what are the outputs and,
ultimately, the impacts of our business
activities. The Model reflects Suominen’s
intent to gradually progress towards so-
called integrated reporting scheme.

The Value Creation Model is basically
our business model in a nutshell, which
means that only the most essential mat-
ters are listed. Still, not all listed mat-
ters bear equal importance, nor is their
respective relevance presented in the
model. That's why the model should be
considered primarily as a whole.

In the Value Creation Model, Resources
are what we utilize in our business activi-
ties. The Strategy section describes the
heart of Suominen’s business together
with some of the external drivers, such
as megatrends, that may have an impact
on our operating environment

Outputs are what comes out of our
business activities. Impacts describe how
our business activities and our outputs
affect the world around us.

Suominen Corporation Annual Report 2016
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Strategy 2015-2017

Vision — where?

Market Driven

Product Leader

Strategy — how?

BH e

Purpose — why?

Suominen Corporation Annual Report 2016

Financial targets

» Organic net sales growth at a rate that

exceeds the industry average (approx. 3%)
* A return on investment of more than 12%
A gearing between 40% and 80%

« Deliver superior value in thoughtfully selected market applications
« Drive proactive key account management for mutual value creation
e Execute demand-driven supply chain

 Evolve culture and capabilities to build a strong product company

Our purpose is to make nonwovens continuously better for people

Vision — where?

Our vision, to be a Market
Driven Product Leader,
reflects where Suominen
is headed and what we
want to be at the end of
this strategy period.

Strategy — how?

Our strategy defines how
Suominen will achieve its
vision and the targets set
for this strategy period.
In the execution of the
strategy, we will focus on
developing four key areas.

11/133

Purpose — why?

Suominen’s purpose is to
make nonwovens con-
tinuously better for people.
It is the reason for our
existence and the foun-
dation of everything we
do at Suominen. It tells
us what we actually work
for. Therefore, it is also a
fundamental part of our
strategies — the previous, cur-
rentand the nextone as well.

)@ Read more at suominen.fi

> About Us / Business
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PETEP‘ FOX

Peter Fox Peter was heavily involved in building a new production line in Bethune from the very
beginning. The complexity of the project challenged our organization every step of the
way. Peter, with his technical expertise and passion that clearly reflects the Suominen
Way, held a key role in supporting the engineering and construction phases and thus in
making the largest organic investment in Suominen’s history happen.

Investment Manager
Bethune, SC, USA

Suominen Corporation Annual Report 2016
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Year 2016

Suominen Corporation Annual Report 2016

We are
on the right track
but change takes time.
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From the President & CEO

The year 2016 brought Suominen both
disappointments and successes. We were
not able to achieve our targeted growth,
mainly due to intensified competition.
However, we continued our growth in-
vestment program as planned and we
are very close to its completion. This is
important for Suominen’s future growth,
as the investments increase our capac-
ity to produce nonwovens with higher
added value and, consequently, support
in transforming our product portfolio in
line with our strategy.

Suominen’s main market areas are
North America and Europe. In 2016, we
experienced increased competition par-
ticularly in nonwovens for baby wipes
in both European and North American
markets, and in nonwovens for flushables
in Europe, which made it challenging to
forecast the demand. South America is
still a small market area for us, but we
are happy with the results achieved there,
despite the difficult economic situation in
some of the countries.
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Two years of Suominen’s three-year
product leadership strategy are behind
us. The frank conclusion at this point is
that while we have not made progress at
our targeted pace, we are definitely on
the right track.

Net sales and operating

profit decreased, cash flow

from operations grew

Mainly due to the tightened competitive
situation affecting sales volumes and
pricing, Suominen’s net sales declined
by 6.1% to EUR 416.9 million. The share
of products with higher added value in
the net sales continued to grow in 2016.

The share of nonwovens with
higher added value in our
net sales rose to 62%.

Comparable operating profit de-
creased to EUR 25.6 million, or 6.1% of
net sales, reflecting the lower sales vol-
umes and the pressure in pricing. Our
continued work to enhance our strate-
gic capabilities, such as R&D resources,
the new manufacturing capabilities in
Bethune, SC, USA; or the renewal of our
ICT systems, created some EUR 3 million

Suominen Corporation Annual Report 2016

of extra costs in 2016 but are essential for
the acceleration of growth and for the
improvement of profitability.

The cash flow from operations re-
mained strong and increased to EUR 28.5
million. The profit of financial year 2016
was EUR 15.2 million, reflecting earnings
per share of EUR 0.29.

In line with Suominen’s dividend policy,
the Board of Directors of Suominen pro-
poses to the Annual General Meeting a
dividend of EUR 0.11 per share to be paid
for the financial year 2016.

Growth investment program
as good as completed
The most significant project we worked
on throughout the year was the invest-
ment in Bethune, where we installed a
new wetlaid production line. This invest-
ment inCreases our capacity to produce
nonwovens with higher added value,
including materials for household and
workplace wiping, medical products,
flushable wipes and personal care prod-
ucts. These market applications are fore-
casted to grow at healthy rates.
Technology-wise, the new wetlaid line
gives us an upper hand, since there is not
another nonwovens production line like
it anywhere in the world. This is possible

Suominen in brief / How we create value / Year 2016 / Sustainability / Governance / Financial Statements

as Suominen has the longest experience
in producing wetlaid nonwovens in the
market, and we made the most of our
unique expertise when engineering the
new line. The first commercial orders are
scheduled to be delivered from the new
production line in the first quarter of 2017.

The completion of the Bethune in-
vestment brings Suominen’s multi-year
growth investment program to a success-
ful end. During the program, we spent
more than EUR 60 million to improve
our manufacturing capabilities globally.
We are convinced that every penny of it
will bring us closer to our strategic aim:
achieving product leadership.

Suominen was recognized
with two awards in 2016.

Successes and more focus

on product development

Product development has played a key
role in transforming Suominen’s product
portfolio. In 2016, the share of nonwo-
vens with higher added value in our net
sales rose to 62% while only four years
ago, in 2012, the share was 53%. That
demonstrates clearly a success, but we
are not done yet. The transformation will
continue, supported by our enhanced

14 /133

The new production line
is serving fast-growing
applications.

product development and manufactur-
ing capabilities.

Our product development ran at full
steam throughout the year, creating mul-
tiple new products in 2016. We developed
several new materials exclusively for our
key customers, for example a one-of-a
kind nonwoven substrate for a global
consumer goods company, to be used in
household wipes. In addition, the work to
develop R&D and Product Management
at Suominen continued with multiple new
hires and a reshaping of our product de-
velopment process.

Suominen was recognized with two
awards in 2016. First, our FIBRELLA®
Lite nonwoven won the RISE® Durable
Product Award for successfully combin-
ing strength, softness and light weight
together in one material, making it the
preferred material for stretch parts in,
e.g., baby diapers and adult incontinence
products. The second recognition for
Suominen was the Rockline Partnership
Recognition from Rockline Industries,
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one of the largest global producers of
consumer products specializing in wet
wipes, for extraordinary accomplish-
ments as a nonwovens supplier. We
were delighted to receive these awards,
since they demonstrate our innovative-
ness and ability to create mutual value
together with our customers, both cen-
terpieces of Suominen’s strategy.

Work on sustainability
opens up opportunities
2016 was the second year of execut-
ing Suominen’s first-ever sustainability
agenda. We continued to improve our
energy and water efficiency, and to de-
crease greenhouse gas emissions from
our operations. Safety rates improved
slightly after the disappointmentin 2015,
and blind hiring, Suominen’s pioneering
recruitment process, was rooted into
our organization with many new hires. It
has been thrilling to see how blind hiring
has resonated also with people outside
Suominen, like the NGOs and the media
as a means of promoting diversity and
ensuring equal opportunities for job ap-
plicants. Our efforts in promoting social
responsibility have an impact beyond
Suominen.

The focus that Suominen has placed
on sustainability has also been noted by

Suominen Corporation Annual Report 2016

our customers. As an example a global
consumer goods company invited us to
participate in their sustainable innovation
network. Only a handful of companies
are involved in the network, so we are
very proud to be part of that select group
and look forward to the new opportuni-
ties it may provide us.

On top of all that, | would like to high-
light that Suominen published its Supplier
Code of Conductin 2016. Our intention in
publishing itis to endorse responsible busi-
ness practices in the nonwovens industry

The focus that Suominen has
placed on sustainability has also
been noted by our customers.

and to encourage all companies in our
value chain to pay attention to the sustain-
ability of their operations. | would like to
stress that the Supplier Code of Conductis
not just a piece of paper: Suominen has al-
ready excluded raw material suppliers after
finding the responsibility of their business
practices insufficient. It all comes down to
doing the right thing.

Five-year milestone reached
We celebrated Suominen’s fifth anniver-
sary last November. Suominen as we
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know it today was formed officially on
1 November 2011, when the financially
struggling Suominen made a surprise
move and acquired a large nonwovens
for wiping business unit from Ahlstrom.
The acquisition instantly turned Suominen,
a small North European company, into a
global, multicultural company with non-
wovens as its key business.

| joined Suominen one month after the
acquisition, and we have come a long way
since beginning our transformation into
a financially vital, focused, profit-making
company and market-leading nonwo-
vens manufacturer. Taking a look back
gives a healthy perspective in assessing
where Suominen is now and where we
are headed.

What next?
This year we will bring our current strat-
egy to a close and prepare for the next
strategy period. We are confident that we
are on the right track and do not see a
need to change our course markedly.
Also in the coming strategy period we
aim to increase the share of products with
higher added value in the net sales, which
enables us to grow the net sales and im-
prove profitability. In reaching these tar-
gets, the new technological opportunities
offered by the production line built in our

15/133

Bethune plant play a fundamental part. If
we succeed in the execution of our future
strateqy, the net sales of Suominen will
exceed EUR 600 million in 2021. More-
over, we are targeting to elevate our op-
erating profit to an essentially higher level,
above 10% of net sales.

Nina Kopola
President & CEO
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Strategy execution

In 2016, Suominen launched
determined actions on each
of the four focus areas of its
strategy to build future growth
opportunities.

1. Delivering superior value
in thoughtfully selected
market applications
The largest ever investment in organic
growth in Suominen’s history, the new
production line built at the Bethune plant
in SC, USA, combines wetlaid and com-
posite technology in a novel way, since
it is tailor-made based on our unique
technical expertise. Our technological
lead coupled with our evolving market
insight enables us to create unique non-
wovens solutions based on true market
needs. The new production line has been
installed and we target to start commer-
cial deliveries during the first quarter of
2017.

In 2016, Suominen started to lever-
age the investments made in its plants

Suominen Corporation Annual Report 2016

in Alicante, Spain, and Paulinia, Brazil. At
both plants, the investments in produc-
tion technology targeted an increase
in the sales of nonwovens with higher
added value. A very concrete example
of how enhanced capability leads to an
elevated product offering is the launch of
AIRLACE™ for Workplace in early January
2017. The supply of this novel nonwoven
for professional use would not have been
possible without the investmentin the Ali-
cante plantin Spain.

On top of technology investments,
Suominen continued to boost its product
development in 2016. The determined
work is bearing fruit: While Suominen
made no public product launches in
2016, we created several new nonwoven
materials exclusively for our customers.

2. Creating mutual value

with our customers

Suominen’s customer base is diverse: Our
nonwovens are the preferred choice for
companies big and small, for the greatest
brand owners in the world, for manufac-

Suominen in brief / How we create value / Year 2016 / Sustainability / Governance / Financial Statements

Our nonwovens are
the preferred choice for
companies big and small.

turers of private label consumer products,
and for producers of world-class medical
applications.

Suominen is known for its long rela-
tionships with its customers. On average,
our customer relationships have lasted for
more than 10 years.

We often work together with our cus-
tomers from the very beginning of the
product development process. We com-
bine our knowledge of raw materials,
technologies and nonwovens markets
with our customers’ in-depth insight into
end-user needs. The outcome is a high-
performance nonwoven product with
higher added value for all parties — the
end user, our customer and Suominen. A
very recent example of this kind of mutual
value creation is the esteemed Rockline
Partnership Recognition, which Suominen
received from one of the largest global

16 /133

producers of consumer products special-
izing in wet wipes. Suominen received the
award also in 2014.

3. Executing a demand-driven

supply chain

Process standardization and harmoniza-
tion work was initiated already a couple
of years ago at Suominen. Determinedly,
step by step, the company has progressed
in the process harmonization work and
is currently implementing a key strategic
transformation program to enhance de-
mand, supply and order management.
Comprehensive ICT systems renewal is a
key partof the program, ensuring that once
the program is completed, Suominen can
run an efficient, global and harmonized
supply chain with uniform tools and ways
of working.

An essential element of building a
demand-driven supply chain is to under-
stand demand. To that end, Suominen
has created a demand management pro-
cess and tools, both unique inits industry,
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and also has a dedicated demand man-
agement team in place.

4. Evolving culture and capabilities
One of the most interesting aspects of
capability development in 2016 was
Suominen’s dedication to improving its
customer interface. The functions with
the most direct impact on value creation
in cooperation with customers — that is,
R&D, Product Management and Sales &
Customer service — made several impor-
tant recruitments in 2016. The ability to
understand market needs and combine
that knowledge with our in-depth experi-
ence in raw materials and technologies
makes Suominen a winning team.

For more information about Suominen’s
strategy, see page 11.

This Annual Report contains short stories on how
Suominen employees have contributed to executing
Suominen’s strategy. From our nearly 650 experts on
three continents, we chose five professionals to be
featured more closely. To read more about Renata,
Stefan, Peter, Vish and Nina, please check pages 3, 6,
12, 23 and 32.

Suominen Corporation Annual Report 2016

Suominen’s growth investment program

@ — Nakkila, Finland

@® — Bethune, SC, USA

>50 @
~/ @

® - Paulinia, Brazil

® — Alicante, Spain

Location Value Segments Market growth Competitive situation
Flushables +9% (NA) Tightening

Bethune > EUR 50 million Household wiping +7% (NA) Balanced
Workplace wiping +5-7% Balanced

Paulinia Medical +3-5% Emerging market

Alicante EUR 4 million Workplace wiping +5-7% Balanced

Nakkila Several segments +2% Mixed

Estimates based on third party forecasts and management analysis, reflecting averages.
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Convenience business area

Suominen is the global market leader in nonwovens for wipes, with a market
share of approximately 20%, and we want to be the preferred partner in the
supply of superior nonwoven innovations. We help to improve the lives of
consumers all over the world by making nonwovens that clean and care for
people’s loved ones, homes and workplaces.

The Convenience business area offers
nonwovens for an extensive range of
wiping applications. In 2016, the business
area accounted for 92% of Suominen’s
total net sales. The main end use applica-
tions for our nonwovens for wipes are:
» Baby care, e.g., baby and toddler
wipes (38% of Suominen’s total net
sales in 2016)

« Personal care, e.g., eye pads and
facial masks, including flushable
products (25%)

e Household care, e.g., hard surface
cleaning products and glass cleaning
wipes (18%)

* Workplace applications, e.g., surface
disinfecting in healthcare and food
service (10%).

Suominen Corporation Annual Report 2016

The customers of Convenience include
global consumer brands, manufacturers
of private label products, retail chains and
regional nonwoven converters. Our cus-
tomer relationships are typically very long,
on average more than ten years.

The main market areas for Convenience
are North America and Europe, and we
also have a foothold in the South Ameri-
can market.

Convenience in 2016

The net sales of the Convenience busi-
ness area totaled EUR 385.5 million in
2016 (EUR 411.5 million in 2015).

In 2016, the growth project continued
in our plant in Bethune, SC, USA, with
a major investment in a new production
line. The installations at the Bethune plant
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Net sales in 2016,
Convenience

were completed in December 2016. The
new production line will increase our ca-
pacity in wetlaid technology and will, at
first, meet the growing demand for non-
wovens for household and workplace
wiping, flushable wipes and personal care
products.

Suominen’s new product
development was constant
throughout the year.

Suominen’s new product development
was constant throughout the year, even
though no public product launches were
announced. However, as a result of de-
termined development projects carried
out in close cooperation with custom-

ers, Suominen introduced several new
nonwoven materials directly to its key
customers. One of the most important
product launches was a novel nonwo-
ven substrate for household wiping, de-
veloped exclusively for a global consumer
goods company. Another example of a
non-public product launch is the next
generation dispersible nonwoven for
flushable wipes, which we introduced
to select customers. This product is our
best dispersible nonwoven yet and, as a
product that disperses even more quickly
when flushed down the toilet, it keeps
Suominen ahead of the competition.

In May, Suominen launched the
Suominen@work nonwovens product
line for workplace wiping applications.
End-use applications for these nonwo-
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vens could include, for instance, wipes
used in fast food restaurants, healthcare
facilities and factory workshops. The
launch was one of the key steps in in-
creasing the share of nonwovens with
higher added value in Suominen’s prod-
uct portfolio, which is the company’s
strategic aim.

In late 2016, Suominen was awarded

Suominen was awarded
the 2016 Rockline Partnership
Recognition.

the 2016 Rockline Partnership Recognition
for being a Best in Class Supplier and
Partner. Rockline Industries is one of the
largest global producers of consumer
products specializing in wet wipes and a
key customer for Suominen. The recog-
nition demonstrates successful efforts in
creating Mutual Value Partnerships with
customers, which is one of Suominen’s
strategic focus areas.

Despite the various crises in South
America, and the unstable business envi-
ronmentin Brazil during 2016, Suominen'’s
business on the continent continues to
be healthy and growing.

Suominen Corporation Annual Report 2016

Convenience outlook

The new wetlaid production line in Bethune,
SC, USA, is expected to start production
in the first quarter of 2017 and the first
orders from customers should be fulfilled
during that same quarter.

The outlook for the Convenience busi-
ness area continues to be auspicious, as
demand for nonwovens used in wiping
products is projected to increase in all
market areas.

The forecasted growth varies across
applications. For instance, the growth rate
in nonwovens for baby wipes is around
2% in our main market areas, reflecting
the relative maturity of these markets. On
the other hand, the forecasted growth
rates in nonwovens for flushable wipes,

The estimated growth rates for
market segments by geographical market
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The outlook for
the Convenience business area
continues to be auspicious.

for example, are as high as 9% in the same
geographical areas.

Growth rates may vary widely also
across market areas. This is visibly illus-
trated, for example, in nonwovens for
household wipes, as the growth rate for
the application is projected to be 2% in
Europe, but 7% in North America. The
variation in estimated growth rates indi-
cates, among other things, that the mar-
ket for disposable household wipes is still
emerging in Europe, and the continent
is affected by the prolonged recession.

North America EMEA South America
Baby wiping 2% 2% 5%
Personal care products 6% 6% *
Flushable wiping 7% 9% *
Household wiping 7% 2% *
Workplace wiping 5% 3% *

* Commercially small amounts supplied
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All in all, the conditions for growth are
favorable, as the growth of the middle
class, appreciation of a healthy lifestyle,
well-being and a high level of personal hy-
giene, as well as efforts to achieve every-
day comfort and convenience, are global
megatrends that are gaining momentum.
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Care business area

In nonwovens for hygiene and medical products, Suominen is still a small but
growing supplier with its Care business area. Suominen makes people’s lives
better by offering high quality nonwoven components for select medical and
hygiene applications for use in acute, institutional and home care settings.

In 2016, the Care business area account-
ed for 8% of Suominen’s net sales. The
main market areas for Care are North
America, South America and Europe.

The main end-use applications for
Suominen’s nonwovens for hygiene
products are:
« Baby diapers
e Feminine hygiene products
e Adult incontinence products

The main end-use applications for
medical products include:
Wound care applications
e Surgical drape components
« Patient care applications

For example, feminine care products
can consist of several layers of different
materials, with nonwovens being just one
of them.

Customers of the Care business area
include global consumer brands, manu-
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facturers of medical and hygiene prod-
ucts and regional nonwoven converters.

Care in 2016

The net sales of the Care business area
totaled EUR 31.3 million in 2016 (EUR 32.4
million in 2015).

One of the highlights for Care was in
early 2016, when Suominen won the RISE®
Durable Product Award for innovation
in new commercial nonwoven durable
products with its FIBRELLA® Lite nonwo-
ven, which is used in the stretch parts of
absorbent hygiene products, such as baby
diapers. A nonwoven spunlaced product,
FIBRELLA® Lite combines traditionally in-
compatible features like strength, softness,
stretchability and light weight together in
one material.

The most important growth-enabling
projects for the Care business area were

3l3e
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Net sales in 2016,
Care
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production line improvements in Alicante,
Spain, and Paulinia, Brazil. They expand
Suominen’s production capabilities in
nonwovens for medical applications and

The investments
support the offering of
our recently developed

nonwovens for
medical products.

offering of our recently developed nonwo-
vens in the segment, i.e., FIBRELLA® Zorb
and FIBRELLA® Zorb+, which were devel-
oped for surgical drapes, and FIBRELLA®
Perf, a nonwoven substrate for wound
care products.

The investment in a new wetlaid pro-
duction line in our plant in Bethune, SC,
USA, also benefits Care. Completed in
December 2016, the new production line
will help us meet the growing demand for
nonwovens for medical products, among
other applications.

Care outlook

Solid growth in product demand is fore-

casted to continue in the Care business area.
The main market areas for Care are

Americas and Europe. The investment
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made at Suominen’s plant in Brazil also
enables the business area to supply
medical and hygiene products in South
America.

In North America, demand for nonwo-
vens for medical products is projected to
grow roughly 5%, while in Europe the es-
timated annual growth rate is around 3%.
These growth forecasts are supported by
the current global health and well-being
megatrends: an increase in the number
of pandemics and hospital-acquired in-
fections, as well as the challenges and
changing operating models faced by the
healthcare sector.

In nonwovens for hygiene products,
annual market growth in North America

Developing business
relationships can take time
in medical and hygiene
markets.

and Europe is close to 4%. The growth
prospects for hygiene applications are
driven by demographic factors such as
population growth, the increase in in-
come in developing countries and the
aging of the population in developed
countries.
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The goal for the Care business area is
to achieve substantial growth. This will be
sought by concentrating on two areas:
firstly, on expanding our product portfolio
through developing new products and,
secondly, on nurturing our existing cus-
tomers while gaining new customers, be-
cause developing business relationships
can take time in medical and hygiene
markets.

i)
Read more a suominen.fi

> About Us / Business
> About Us / Operating environment
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Key figures
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2016 2015 2014 2016 2015 2014
Net sales, EUR million 416.9 4440 401.8* Gross capital expenditure, EUR million 53.3 23.7 7.1*
Comparable operating profit, EUR million 25.6 31.2 26.9* Equity ratio, % 45.3 43.2 41.2
Profit for the period, EUR million 15.2 17.0 10.2* Equity per share, EUR 2.81 2.50 2.19
Earnings per share, EUR 0.29 0.32 0.19* Gearing, % 39.6 259 34.7
Cash flow from operations, EUR million 28.5 27.3 371 Return on invested capital (ROI), % 11.6 159 15.7*
Cash flow per share, EUR 0.56 0.54 0.75 Number of employees, average 646 614 591*

Net sales,
EUR million
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operating profit,
EUR million
35+ 312
30- 269 256
25 -
20 -

15 -

10 -

5 —

O —

14 15 16

Equity per share, EUR
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Figures refer to continuing operations unless otherwise stated.
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*Continuing operations.

Profit for the period
and earnings per share,

EUR million EUR
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— Earnings per share, EUR
In 2014: continuing operations
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Cash flow from operations
and cash flow per share,
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Return on invested
capital (ROI), %
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In 2014: continuing operations

Gross capital expenditure,
EUR million
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Number of employees,
average
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In 2014: continuing operations

*Continuing operations

Financial targets 2015-2017

Growth

Suominen aims to increase its

net sales organically at a rate that
exceeds the average growth rate of
the industry (approximately 3%).

Profitability

Suominen aims to improve its

relative profitability. The target level of
the company’s return on investment
(ROI) is to be above 12%

Capital structure

Suominen aims to have a solid capital
structure with a gearing ratio principally
between 40% and 80%.

Orange lines indicate the target level.
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Vish Mazumder Vish joined the Suominen R&D team in February 2016 and has already brought
a tremendous amount of consumer focus and disciplined product research

Product Development Manager : , : .
Wiackeer Ladhe. €T UGH understanding to our business. He ensures that the voice of the consumer is reflected

in all our work. Given his experience in the consumer goods industry, he is changing
the way Suominen manages and thinks about innovation.

Suominen Corporation Annual Report 2016
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Sustainability

Suominen Corporation Annual Report 2016

Suominen’s purpose is to

make nonwovens continuously
better for people, which obliges
us to take environmental and
social matters into account in
decision-making.

Sustainability
strategy

2016 was the second implementation
year of Suominen’s first-ever sustainabil-
ity strategy, which was drawn up to sup-
port our business targets. The sustain-
ability strategy defines where Suominen
targets its efforts and resources during
the 2015-2017 period.
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The focus areas in Suominen'’s sus-
tainability strategy, determined through
a materiality analysis, are:

. Reaching product leadership

. Operating sustainably across
the company

. Fostering responsibility through
the value chain

At Suominen, sustainable development
concerns both day-to-day work, e.g., the
development of more responsible non-
wovens, and distinct projects and pro-
grams. In 2016, these sustainability pro-
grams included a Non-Discrimination and
Equal Opportunities Program, in the form
of rooting the blind hiring principle into
our organization, and a program involving
a Supplier Code of Conduct.

In August 2016, Suominen published its
Supplier Code of Conduct, which estab-
lishes the standards for conducting busi-
ness with the company and deals with
matters such as freedom of association




& Suominen

and discrimination. The Supplier Code of
Conduct has already had an impact on
how Suominen sources its raw materials.
As an example, we have stopped doing
business with certain suppliers until they
rectify their operations to match the re-
guirements set in the Supplier Code of
Conduct.

We have stopped doing
business with certain suppliers
until they rectify their operations
to match the requirements set in
the Supplier Code of Conduct.

Another highlight in Suominen’s work
on sustainable development issues in
2016 was the invitation from a global con-
sumer goods company for Suominen to
participate in their sustainable innova-
tion network. This is an indication of the
successful execution of our sustainability
strategy, as only a few companies were
invited to join the network; the outcome
of this very recently generated new op-
portunity remains to be seen in the fu-
ture.
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Operating

sustainably across

the company

Reaching

the product ————

'

leadership

Sustainability reporting at Suominen
Suominen’'s Annual Report 2016 examines
sustainability from the social, environmen-
taland economic perspectives of respon-
sibility. We report on our sustainability
work every year in the Annual Report.
Health, safety and environmental data
is collected from Suominen'’s production
units. In accordance with the material-
ity principle, locations that do not have
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Focus areas
of sustainability

©

&

production operations are not included
in the data.

The graphics in the Sustainability sec-
tion present historical data as of 2012 and
reflect Suominen’s continuing operations.

The Windsor Locks plantin CT, USA, is
co-operated by Suominen and Ahlstrom
Corporation. Only the resources used by
Suominen at the Windsor Locks plant are
taken into account in the environmental

at Suominen

Fostering
responsibility through
the value chain

figures. In the safety indicators, person-
nel who have worked on Suominen’s pro-
duction lines but are not on Suominen’s
payroll are excluded.

We continuously develop our sustain-
ability reporting with the goal of open,
meaningful and equal stakeholder com-
munication.
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Social responsibility

The basis of social responsibility at
Suominen is to ensure employees a fair,
safe, equal, and healthy work environ-
ment. This is a self-evident part of our
sustainability strategy, which states that
we focus on operating sustainably across
the company.

Suominen started to
monitor more closely the
work-life balance of its executive
management, middle manage-
ment and specialists.

Successfully executing the business
strategy requires the determined devel-
opment of employees’ capabilities and
promoting motivation. In 2016, Suominen
spent EUR 316,382 (EUR 122,902) on per-
sonnel training. The significant increase
in personnel training costs was a result
of investing in the training needs of
Suominen’s major process and ICT sys-
tem renewal project, the production line
investment in Bethune and training sup-
porting strategy implementation, e.g. pro-
ject management and commercial skills.

We were pleased to see that the de-
clining trend in employee absences due
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to illness continued in 2016, as absences
amounted to 1.8% of total working hours
(2.2% in 2015).

In 2016, Suominen started to monitor
more closely the work-life balance of its
executive management, middle manage-
ment and specialists, 111 employees in
total, as part of personal development
reviews. Work-life balance was measured
with six claims related to the employees’
own views on their work-life balance and
stress management, but also to the views
of their family members and friends.

Employees answered each claim on a
scale of 1 (Fully disagree) to 4 (Fully agree).
The average value calculated on all six

Salaries at Suominen, indexed*
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answers of all employees was 2.95, which
equals Good. Suominen will continue to
monitor the work-life balance of its em-
ployees also in the future.

Equal opportunities
Having a fair place to work with equal op-
portunities for all means that Suominen
respects human and labor rights and treats
all employees equally. We do not toler-
ate any kind of discrimination and we are
committed to the equal pay for equal con-
tribution principle. In addition, we follow
the blind hiring principle in our recruiting.
In 2016, Suominen continued to moni-
tor pay equity between men and women

Female M Male
*100 = salaried employee average, indexed

500 —
400 —
300 —
200 —
100 — I I
Executive Middle Specialists Total
management management
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Average Salary Male Female
Executive management 419 462
Middle management 157 148
Specialists 86 70
Total 108 92

by analyzing the indexed salaries of all
salaried employees globally, i.e. some
290 people in total. The analysis was
conducted for the first time in 2015, and
the 2016 analysis was identical in its ap-
proach. Employees with hourly wages
were excluded from the analysis because
of the comparability issues between sala-
ried and hourly employees.

Salaries at Suominen did not change
markedly during 2016. Due to the rela-
tively small size of the target groups in
the analysis, organizational changes and
exchange rate fluctuations may have a
disproportional impact on the results of
the analysis. We concluded that the over-
all pay equity continued to be fairly good.

Gender pay gaps still exist at Suominen,
but they are caused by a structural im-
balance, i.e. women and men not being
equally represented in all functions and
on all organizational levels, rather than
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men and women being paid unequally for
the same work. Suominen will continue
to monitor the gender pay gaps and is
committed to taking corrective measures
whenever necessary.

To further increase the transparency of
its remuneration, Suominen has begun
reporting on the CEO pay ratio, that is,
a comparison between the salary of the
President & CEO and the average salary
of salaried employees. In 2016, the CEO
pay ratio at Suominen was 7.66.

Suominen
has begun reporting
on the CEO pay ratio.

Further information on compensa-
tion at Suominen can be found in the
Remuneration Statement, on page 41.

22% of Suominen’s total workforce, i.e.
646 employees, were women and /8%
were men. Of the 110 employees included
in the Suominen Variable Remuneration

Personnel training costs, EUR
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Lost time accidents (LTA)

10 —

System, 39% were women and 61% were
men. The Suominen Variable Remunera-
tion System is a global short-term incen-
tive plan that rewards specialists, middle
management and executive manage-
ment if targets set for both personal and
organizational performance are met. Of
Suominen’s top management, the Cor-
porate Executive Team, 29% were women
and 71% were men.

94% of Suominen’s total workforce
were permanent employees and 6%
had fixed-term contracts. Suominen'’s
employees in the USA are employed in
a so-called at-will employment relation-
ship and, in this statistic, are included in
the permanent employee figure.

63% of Suominen’s total workforce are
hourly employees and 36% are salaried
employees. Hourly employees are typi-
cally production line operators and other
production workers, and salaried employ-
ees include specialists, middle manage-
ment and executive management.

Accident severity rate (ASR)

Suominen in brief / How we create value / Year 2016 / Sustainability / Governance / Financial Statements

Safety

Zero lost-time accidents continued to be
Suominen’s target also in 2016. After a
disappointing 2015, we managed to im-
prove all three safety rates.

In total, eight lost-time accidents (LTA)
occurred at Suominen sites in 2016 (nine
in 2015). The Accident Frequency Rate
(AFR) decreased to 7.34 in 2016 (8.29 in
2015) and the accident severity rate (ASR)
also decreased slightly to 0.34 (0.37).

The Behavior-Based Safety program
kept rolling for the third year in 2016. The
program emphasizes the individual's re-
sponsibility in safety and is implemented
through safety walks. In a safety walk, a
trained employee walks through the plant
premises, identifying both safe and un-
safe behaviors and conditions, and then
engages in an open discussion with the
employees.

During 2016, a total of nearly 17,000
safety walks took place at Suominen’s
production plants, allowing us to identify

Accident frequency rate (AFR)
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more than 3,700 unsafe actions and un-
safe conditions that need to be rectified.
That amounts to more than 2,400 hours
of work fully dedicated to improving oc-
cupational safety.

After a disappointing 2015,
we managed to improve all
three safety rates.

Suominen develops occupational safe-
ty according to the principle of continu-
ous improvement and constantly shares
the best practices of individual plants
to benefit the entire plant network. In
improving safety, Suominen places par-
ticular emphasis on influencing attitudes,
behavior and operating models and on
building a culture of work safety. Safety
monitoring is part of the daily activities of
our production plants.

Absences due to illness,
% of total working hours
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Environmental responsibility

Suominen strives to reduce its direct
environmental load and minimize the
environmental impacts of its products
throughout their life cycle. In our own
operations, we focus on improving our
energy and water efficiency and reducing
the amount of landfill waste.

Suominen
supports responsible
forest management.

Suominen is committed to considering
the environmental impacts of its opera-
tions in accordance with the International
Chamber of Commerce’s (ICC) principles
of sustainable development. We have
identified that our environmental impacts
are primarily related to the raw materials,
energy and water used in production, and
to the waste generated during the pro-
duction process. We prioritize the con-
tinuous improvement and streamlining of
our operations and foster the principle of
reusing and recycling materials.
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Raw materials
Raw materials play a prominent role in
Suominen’s business since they constitute
approximately 60-70% of our expenses.
In 2016, Suominen purchased 136,387
tons of fiber raw material (138,215 tons
in 2015), most of it being viscose, pulp,
polypropylene and polyester. Renewable
resources accounted for 50.6% of the raw
materials Suominen consumed in 2016
(48.2% in 2015).

Suominen supports responsible forest
management and continues to improve

Raw material usage in 2016
(in total 136,387 tons)

B — Rayon/Viscose 30%
— Pulp 20%

B — Polypropylene* 21%

Bl — Polyester 27%

B — Other2%

*Including sourced PP Spunbond

Suominen in brief / How we create value / Year 2016 / Sustainability / Governance / Financial Statements

The favorable trend
continued and Suominen
managed to reduce its energy
consumption.

its sourcing accordingly. This is critical
to Suominen’s operations, since wood-
derived fibers — viscose, fluff pulp and
wood pulp —account for nearly all of the
renewable raw materials we use today.
Suominen also produces nonwovens
made of certified raw materials, including
FSC® (FSC-N002523)- and PEFC-certified

Energy consumption in 2016
(in total 1,663,509 GJ)

B — Natural gas 44%

— Grid - electrical
power 17%

B — Steam 39%
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materials. The up-to-date certification
list of Suominen plants is available on
Suominen’s website.

Energy and water efficiency

We continued to focus on improving
Suominen’s energy and water efficiency
in 2016.

In energy efficiency, the favorable
trend continued and Suominen man-
aged to reduce its energy consumption
to 12.69 GJ per ton of product (12.78
GJ/tin 2015) by, for example, investing in

Energy consumption and energy efficiency

GJ —  GJ/ton of product
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production line efficiency improvements,
installing a new energy recovery system
in our Cressa, Italy, plant and starting to
adopt LED lighting in Suominen produc-
tion plants.

Renewable energy sources accounted
for 19.3% of the energy consumption in
2016 (21.9% in 2015).

In water efficiency, the goal was set
at consumption of 40.06 m? per ton of
product (5.5% reduction from 2015). We
beat our water efficiency target for the
year, achieving an efficiency of 39.69
m>/t (42.08 m3/t in 2015). The improve-
ment was made possible by, among other
things, investing in a cooling water recov-
ery system in Green Bay, WI, USA plant.

Thanks to our continuous efforts to
improve our water-treatment systems, all
the water used in Suominen’s operations

Water intake by source in 2016
(in total 5,202,914 m?)

W — Surface water 73%

— Municipal water
supplies 18%

B — Ground water 8%

Suominen Corporation Annual Report 2016

is as clean or cleaner than it was when
taken into our process.

We expect Suominen’s water con-
sumption to increase during 2017 as we
begin production on the new wetlaid
production line in Bethune, SC, USA.
Currently, Suominen’s plant in Windsor
Locks, CT, USA, alone represents around
70% of our water consumption due to the
wetlaid production technology utilized at
the plant. However, the water consump-
tion in Bethune is expected to be lower
than in Windsor Locks, since the new
production line represents state-of-the
art technology.

Greenhouse gas emissions

In 2016, Suominen’s total greenhouse
gas emissions (scope 1 and scope 2) fell
to 0.99 tons of CO, equivalent per ton

Water consumption (m?3)
and water efficiency (m*/ton of product)
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of product, down from 1.07 t/t in 2015.
Suominen has not set targets for reducing
greenhouse gas emissions but, instead,
aims at reducing emissions by setting
energy-efficiency targets.

Whenever possible, Suominen pur-
chases energy from companies that have
lower greenhouse gas emissions. As a re-
sult, in 2016 we reduced our emissions
to the atmosphere by more than 9,000
metric tons of CO, equivalent when com-
pared to the average for the region, which
means a 9.45% reduction in greenhouse
gas emissions when compared to loca-
tion-based emissions.

Waste to landfill

Suominen’s target for landfill waste in
2016 was 6.86 kg per ton of product
(1.5% reduction from 2015). However, af-

Waste to landfill

tons — ton/ton of product
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Whenever possible,
Suominen purchases energy
from companies that have lower
greenhouse gas emissions.

ter two fairly steady years, waste volumes
increased to 10.7 kg/tin 2016 (6.96 kg/tin
2015). This was due to not being able to
recycle some of the waste generated in
one of our plants. All other seven produc-
tion plants achieved their waste reduction
targets. In the future, we aim to meet our
waste reduction targets by placing greater
focus on improving recycling.

Greenhouse gas emissions*

*including direct and indirect emissions
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Economic responsibility

The year 2016 did not change Suominen’s
position as an economically vital compa-
ny. Net sales growth, healthy profitability,
strong cash flow and a solid financial posi-
tion are prerequisites in the long term for
meeting our financial obligations to our
various stakeholders and contributing to
increasing general economic well-being.

We started working on expanding
Suominen's tax reporting.

At the end of 2016, we started working
on expanding Suominen’s tax reporting as
a part of future Annual Reports to make
our economic impacts more transparent
going forward.

Stakeholder

Direct financial impact in 2016
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Suominen’s major customers include global consumer

Customers Net sales EUR 416 9 million brands and private label manufacturers.
. Suominen employed some 650 people in Europe and
Employees Wages and salaries EUR 35.9 million in North and South America in 2016,
Partners Materials and services EUR 307.5 million Suommen purchases raw materials and other products and
services from local and international business partners.
Society Corporate income taxes paid EUR 6.3 million Suominenis a s_\gmﬁcant employer in the communities whf;re
we operate, which makes us a promoter of general well-being.
Financiers Net financial expenses EUR 3.2 million

Shareholders

Approximately EUR 5.0 million in total were paid

as dividends in 2016 from the financial year 2015.

On 31 December 2016, Suominen had 4,862 shareholders.
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@ Read more at suominen.fi

> Careers / Blind hiring
> Certified raw materials are
finding their way into nonwovens
> Suominen publishes its
Supplier Code of Conduct
> Sustainability at Suominen
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Sustainability data

Social performance
Absences due to illness, Energy efficiency,

% of total working hours 2012 2013 2014 2015 2016 GJ per ton of product 2012 2013 2014 2015 2016
2.5 2.8 2.4 2.2 1.8 12.91 13.02 13.02 12.78 12.69

Greenhouse gas emissions,
CEO pay ratio* 2012 2013 2014 2015 2016 tons of CO, equivalent 2012 2013 2014 2015 2016
- - - - 7.66 Direct (scope 1) 3535426  41,207.00 4411510 4220196  41,563.76
* President § CEO's slary dividend by salaried employees'average salary Indirect (scope 2) 61,282.24  73,472.00 9737740  98,571.73  88,169.20
Personnel training costs, EUR 2012 2013 2014 2015 2016 Total 96,636.50 114,679.00 141,492.50 140,773.69 129,732.96
123000 106,125 250,607 122902 316,38