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Vaisala’'s General Governance Principles

Vaisala’s corporate governance system is based on,and com-

plies with, the laws of Finland and Vaisala’s Articles of Associa- @ More Information

tion.The company complies with the rules, regulations and

guidelines for listed companies issued by Nasdaq Helsinki Ltd This Corporate Governance Statement has been

and Finnish Supervisory Authority as well as Finnish Corporate drawn up as a document independent of the

Governance Code 2015 published by the Securities Market Board of Director's report and it is also available

Association. on the Company's website at www.vaisala.com/
The Vaisala Board of Directors has approved this Corporate investors. The Finnish Corporate Governance

Governance statement in its meeting on February 8,2017.The Code is available on website www.cgfinland.fi/.

auditing firm Deloitte & Touche Oy;the Company's auditor, has
verified that the statement has been issued and that the general
description of internal audit and risk management systems
associated with the financial reporting process conforms to the
same in financial statements.

Deviations from the Recommendations of the
Corporate Governance Code and the Explanations
for These Deviations

The term of the members of Vaisala’s Board of Directors deviates A longer term of office of the Board members is justified
from the Recommendation 6 of Corporate Governance Code, by the long-term development of Vaisala’s business as well as
which recommends a term of one year.The term of the Vaisala’s by the nature of the business.The practice has worked well and
member of the Board of Directors is determined in accordance Vaisala’s shareholders are committed to it.

with its Articles of Association. Under the Articles of Association,
a member’s term is three years, beginning at the close of the
General Meeting in which the member is elected and ending at
the close of the third subsequent Annual General Meeting.
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Governing Bodies of Vaisala

The General Meeting, the Board of Directors and President and CEO, assisted by the Management Group,

are responsible for the governance of the Vaisala Corporation.

General Meeting
Board of Directors

External Audit

Remuneration and HR

Internal Audit Audit Committee

President and CEO

Management Group

Committee Risk Financial
Manage- and Internal
ment Control

General Meeting

The General Meeting is the supreme decision-making body

of Vaisala in which all the shareholders of the Company can
participate in the supervision and control of the Company and
exercise their right to vote, speak and ask questions.The Annual
General Meeting is held once a year before the end of June on
a date determined by the Board of Directors. It decides on the
matters stipulated in the Finnish Limited Liability Companies
Act and the Articles of Association.

The Chairman of the Board of Directors, members of the
Board of Directors,and President and CEO are present at the
Annual General Meeting. The auditor is present at the Annual
General Meeting. Board member candidates are present at the
Annual General Meeting where they are elected.If the above
mentioned person or persons fail to attend the Annual General
Meeting,Vaisala notifies the Annual General Meeting of such
non-attendance.The members of the Vaisala Management
Group participate in the Annual General Meeting, if possible.

Participation in the General Meeting requires that the share-
holder is registered in Vaisala’s shareholder register maintained
by Euroclear Finland Ltd on the record date of the meeting,and
that he/she registers for the meeting by the date mentioned in
the meeting notice.

Shareholders are entitled to have an issue placed on the
agenda of the Annual General Meeting, provided that the issue
can be decided upon by the Annual General Meeting according
to the Limited Liability Companies Act.The request must be
submitted in writing to the Board of Directors early enough so
that the issue can be included in the meeting notice.The date
by which the shareholder must notify the Board of Directors of
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an issue to be added to the agenda of the Annual General Meet-
ing will be announced on Vaisala’s website. The request is always
deemed submitted early enough if the Board of Directors has
been notified about it by the end of the financial year.

Vaisala publishes a notice of the Annual General Meet-
ing no more than two months before the record date and no
less than three weeks before the meeting on the Company’s
website, or in any other way that may be decided by the Board
of Directors, or Vaisala may deliver it directly to shareholders
when required by law. Additionally,Vaisala publishes the meeting
notice as a stock exchange release after the Board of Directors
has decided on the convening of the Annual General Meeting.
The agenda of the Annual General Meeting, proposals on deci-
sions and meeting documents are available on Vaisala’s website
at least three weeks prior to the meeting. The documents of the
Annual General Meeting will be held on Company’s website for
at least five years from the time of the meeting. Minutes of the
meeting will be published on the Company’s website within two
weeks of the meeting.

@ More information

Minutes of the meeting and other documents
related to the General Meeting can be found
on website www.vaisala.com/investors.
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Board of Directors, Diversity Principles
and Rules of Procedure of the Board

Composition and election of the Board of Directors
Vaisala’s Board of Directors is responsible for the administration
and the proper organization of the operations of the Company.
The Board acts in accordance with Vaisala’s Articles of Associa-
tion and the applicable legislation as well as the instructions
and recommendations of the Financial Supervisory Authority
and Nasdaq Helsinki Ltd.In accordance with Vaisala’s Articles
of Association, the Company’s Board of Directors comprises

at least four and maximum eight members. All Board mem-
bers are elected by the Annual General Meeting. The Board of
Directors elects a Chairman and a Vice Chairman from among
its members. Under the Articles of Association, the term of the
Board members is three years.The term begins at the close of
the Annual General Meeting at which the member is elected,
and ends at the close of the third subsequent Annual General
Meeting following the member’s election.

Selection criteria, diversity and the independence of
the members of the Board of Directors

The primary goal in Board member election is to gather to the
Board of Directors capability know-how and experience from
various technologies, international relations, global business
and strategically significant industries.The Board should be
considered as a whole that is capable of managing its tasks and
duties in the best possible way The goal of the election of the
members of the Board of Directors is to ensure that the Board
supports the development of the Company’s current and future
business.In addition, the Board should consist of members

of both genders and the members should have the chance to
allocate a sufficient amount of time to managing their tasks.The
goal is that at least 25% of Board members are always men and
women.

The majority of the Board members must be independent
of the Company and at least two members in this majority must
be independent of the Company’s major shareholders.The
Board of Directors evaluates the independence of the members
annually based on individual evaluation.This evaluation of
independence of the member takes into account information
and analysis provided by the member himself/herself.

The Board of Directors self-evaluates its operations, way of
working as well as fulfillment of the diversity goals annually.

The members of the Board of Directors are bound by obli-
gations related to commercial and trade secrets as well as by
the restrictions and requirements of the Market Abuse Regula-
tion (EU) N:o 596/2014 (MAR).The Board and its members must
in their decision-making and other activities act in accordance
with the interest of the Company and all its shareholders,and in
accordance with the principle of due care.
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After election, new Board members will be familiarized
with Vaisala’s operations.This includes presentations by the top
management and induction with the Company’s operations, in
which the newly elected Board members are given information
on the Company’s business, strategy and long-term goals as well
as on significant economic,accounting and risk management.

The Board of Directors’ Rules of Procedure

Vaisala’s Board of Directors convenes at least eight times each
year and if otherwise needed.The Group President and CEO
and the Chief Financial Officer also attend Board meetings.The
other members of the Management Group attend Board meet-
ings as required on the invitation of the Board of Directors.The
Board of Directors may, on the basis of the Chairman’s decision,
establish working groups from among its members in individual
cases in order to prepare the matters allocated for it in order to
ensure the effective organization of the Board of Directors’ work.

Vaisala’s Board of Directors operates in accordance with
an approved charter.The meetings may, if necessary,be held as
conference calls or e-mail meetings. Minutes of the meeting
are compiled for each meeting, with yearly running numbering.
Vaisala’s General Counsel acts as the Secretary of the Board of
Directors.

The Board will have a quorum when more than half of
members are present. Decisions are made on a simple majority
basis,and when the votes are even,the Chairman has the cast-
ing vote. When the votes for election of the Chairman are even,
the Chairman is elected by drawing lots.

The President and CEO is responsible for the execution of
the Board of Directors’ decisions and reports to the Board on
deficiencies or problems observed during the execution.

Regular meetings include:
financial statements meeting,
meeting prior to the Annual General Meeting,
Board’s organizing meeting,
Interim Report meetings (2 times),
Half Year Financial Report meeting,
business review and strategy meeting,and

action plan,budget and incentive matters meetings.

Main responsibilities of the Board of Directors are
To decide on the election and dismissal of the President and
CEO.
To decide on the employment terms of the President and
CEO.
To ensure that the company has organized internal control of
accounting and financial management as well as to monitor
the effectiveness of supervision.
To determine the company's strategy and oversee its imple-
mentation,and to approve the strategic plans of the business

areas.



To determine the company's long-term objectives and to
monitor their implementation,and to accept long-term goals
of the business areas.

To assess the company's and its business areas’annual action
plans.

To approve the company's and its business areas’ annual
financial targets.

To make the most important business decisions such as
approve acquisitions, divestitures, major contracts and liabili-
ties, investments and financing arrangements.

To set approval limits for investments and commitments,
which cannot be exceeded without Board of Directors
approval.

To handle and approve the financial statement release,
financial statement and the Board of Directors' Report and
Corporate Governance Statement.

To make a dividend proposal to the Annual General Meeting.
To handle and approve Interim Reports and Half Year Finan-
cial Report.

To monitor the evaluation and management of risks related to
company's strategy and business operations.

To decide on management remuneration and incentive

systems.

The responsibilities of the members of the Board of Directors
when performing their duties is to always act with due care and
in good faith while using their judgment, based on sufficient
information, in a manner they reasonable believe to promote
the interests of the Company.

The President and CEO and members of the Management
Group, as instructed by the President and CEO, represent the
Company in relation to shareholders, investors, the media and
other stakeholders.The Board members usually direct third-
party enquiries to the President and CEO.The Board of Directors
is represented by the Chairman of the Board of Directors.

Duties of the Chairman of the Board of Directors
Duties of the Chairman of the Board of Directors include chair
ing the Board’s meeting and managing the Board’s work so that
it can fulfill its duties

Chairman of the Board of Directors shall
ensure that the meetings are held according to schedule,
ensure that the Board of Directors is convened for the extraor
dinary meetings, if necessary,
ensure that the presentations and supporting materials are
delivered to the Board members within the agreed time and
early enough prior to the meeting,
approve the agenda prepared by the President and CEO,
take care of the documentation of the meetings and of the

decisions made,
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keep in contact with President and CEO and monitor the
company’s business performance,and

be in charge of evaluating the work done by the Board of
Directors.

Members of the Board of Directors in 2016

In January 1-April 5,2016 the Vaisala Board of Directors com-
prised seven members.The Chairman of the Board of Directors
was Raimo Voipio, the Vice Chairman was Yrj6 Neuvo and the
members were Petra Lundstrom, Mikko Niinivaara, Maija Torkko,
Pertti Torstila and Ville Voipio.The Board of Directors’ secretary
was General Counsel Katriina Vainio.

The Annual General Meeting held on April 5,2016 con-
firmed that the number of Board members is seven.Yrjé Neuvo,
Petra Lundstrom, Mikko Niinivaara, Pertti Torstila, Raimo Voipio
and Ville Voipio continued as members of the Board of Direc-
tors.Kaarina Stahlberg was elected as a new member of the
Board of Directors.The Chairman of the Board of Directors is
Raimo Voipio,and the Vice Chairman is Yrj6 Neuvo.The Board of
Directors’ secretary is General Counsel Katriina Vainio.

Members of the Board of Directors

December 31, 2016 End of term
Petra Lundstréom Member 2018
Yrjé Neuvo Vice Chairman 2019
Mikko Niinivaara Member 2017
Kaarina Stahlberg Member 2019
Pertti Torstila Member 2017
Raimo Voipio Chairman 2017
Ville Voipio Member 2018

In accordance with the recommendation 10, all Board members
are independent of the Company and of significant share-

holders of the Company.
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Raimo Voipio

Chairman of the Board of Directors

b. 1955, Finnish citizen, M.Sc. (Eng.).
* Chairman of the Remuneration and
HR Committee

* Independent of the Company, dependent
of significant shareholders of the
Company, member of the Vaisala Board
of Directors since 1989 and Chairman
since 1994

Employment History
* Nokia Corporation, various product
marketing positions 1988-1998

* Marketing and development positions in
private telecommunication companies
1983-1988

Positions of Trust
¢ Helkama Bica Oy, Member of the Board

¢ Munkkiniemen koulutussaatio,
Vice Chairman of the Board

¢ Munkkiniemen yhteiskoulun
kannatusosakeyhtio, Vice Chairman
of the Board

Yrjé Neuvo

Vice Chairman of the Board of Directors

b. 1943, Finnish citizen,

Ph.D. Cornell University

« Member of the Remuneration and HR
Committee

¢ Independent member of the Vaisala
Board of Directors since 1989 and Vice
Chairman since 1994

Employment History
* Professor, Research Director, Aalto
University

* Nokia Corporation, Technology Advisor
2006

* Nokia Corporation, member of the
Executive Board, product development
of mobile phones 1993-2005

¢ Academy of Finland, National Research
Professor 1984-1992

« Tampere University of Technology,
Professor of Signal Processing 1976-1992

« University of California, Santa Barbara,
Visiting Professor, 1981-1982

Positions of Trust
¢ Technology Academy of Finland
Foundation, Member of the Board

¢ The Foundation of Technology (TES),
Member of the Board

¢ Finnish Science Centre Foundation
(Heureka), Member of the delegation

* Tampere University of Technology,
Member of the Advisory Board

Petra Lundstrom
Member of the Board of Directors
b. 1966, Finnish Citizen, M.Sc

(Technical Physics)
« Member of the Audit Committee

* Independent member of the Vaisala
Board of Directors since 2014

Employment history
* Vice President, Nuclear Services, Fortum
Power and Heat Oy, 2016-

* Vice President, Nuclear Development,
Fortum Power and Heat Oy, 2014-2016

* Vice President, Solar Business
Development, Fortum Oyj, 2012-2014

* Vice President, Chief Technology Officer,
Fortum Qyj, 2008-2012

¢ Technology Manager, Fortum Oyj,
2005-2007

¢ Manager of the Thermalhydraulics team,
Fortum Nuclear Services, 2002-2005

¢ Design Engineer and Chief Design
Engineer, IVO / Fortum, 1990-2001

Positions of Trust
¢ VTT Technical Research Centre of
Finland, Member of the Board

¢ Posiva Solutions Oy, Member of the
Board

¢ Strategic Research Council, Member
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Mikko Niinivaara
Member of the Board of Directors

b. 1950, Finnish citizen, M.Sc. (Eng.),

Dr. Tech. (h.c.)
*« Member of the Audit Committee

*« Member of the Remuneration and
HR Committee

¢ Independent member of the Vaisala
Board of Directors since 2002

Employment History
« ABB Oy, President 2001-2011

¢ ABB Industry Oy, President 1999-2001

« ABB Ltd, Zurich, Division Director
1993-1998

« Various managerial positions in ABB
Group 1984-1993

Kaarina Stahlberg

Member of the Board of Directors
b. 1966, Finnish citizen, LL.M. (Helsinki
University), LL.M. (Columbia University, NY)
e Chairman of the Audit Committee

* Independent member of the Vaisala
Board of Directors since 2016

Employment History
* General Counsel, Posti Group Oyj, 2016-

¢ Independent Legal Advisor, Kaarina
Stahlberg Law Consulting Oy, 2014-2016

* Legal advisor in nuclear business related
legal matters, Fortum Oyj, 2014

* General Counsel and member of the
Fortum Management Team, Fortum Oyj,
2013-2014

¢ Counsel, White & Case, 2012-2013

* Vice President, Assistant General
Counsel, Nokia Corporation, 2005-2012

* Vice President, Mobile Phones legal,
Nokia Corporation, 2004-2005

¢ Nokia Corporation, various positions
1999-2012

Positions of Trust
*« Member in the Market Practice Board of
the Finnish Securities Market Association

¢ Member in the Policy Committee of the
Directors’ Institute of Finland

Pertti Torstila
Member of the Board of Directors

b. 1946, Finnish citizen,

Master of Political Sciences

* Independent member of the Vaisala
Board of Directors since 2014

Employment History
* Foreign Ministry, Helsinki, Secretary of
State, 2006-2014

* Ambassador to Sweden, 2002-2006

¢ Foreign Ministry, Helsinki,
Under-Secretary of State, 2000-2002

* Foreign Ministry, Helsinki, Director
General for Political Affairs, 1996-2000

« Ambassador to Austria/ETYK,
Hungary and Croatia, 1989-1996

Positions of Trust
¢ Red Cross Finland, Chairman of
the Board

* John Nurminen Foundation,
Member of the Board

Ville Voipio
Member of the Board of Directors

b. 1974, Finnish citizen, Doctor of

Science in Measurement Technology

* Independent member of the Vaisala
Board of Directors since 2015

Employment History

* Business Development Manager,
Si-Tecno Oy, business strategy and R&D
management 2014~

¢ Adjunct Professor, Tampere University,
Department of Signal Processing 2013-

¢ Managing Director, CEO, K-Patents Oy,
strategic and general management
2012-2013

¢ Managing Director, CEO, Janesko Oy,
R&D management 2008-2013

¢ Project Manager, K-Patents Oy, R&D
project management, technology
management 1996-2008

Positions of Trust
* Si-Tecno Oy, Member of the Board

* Weisell-saatio sr, Member of the Board



Vaisala’s Board of Directors convened 11 times during 2016,and
the attendance rate of the members was 97%.The attendance of

the meetings is listed in the table on page 10.

Board Committees

The Board of Directors has two permanent committees: an Audit
Committee and a Remunerations and HR Committee.The mem-
bers of the Committees are appointed annually from among

the members of the Board of Directors in accordance with the
charter of the respective Committee. The Board of Directors

may establish Committees for duties assigned by the Board.

The Board of Directors confirm the charter for the Committees.
The Committees assist the Board of Directors by preparing
matters that are within the scope of responsibilities of the Board.
The Committees are not decision-making or executive organs;
instead, the Board of Directors is responsible for the tasks it has
assigned to the Committees, unless it has been stated otherwise
in the Committees’ rules.The Committees keep minutes of their
meetings; the minutes are available to the members of the Board
of Directors.The Secretary of the Board of Directors acts as the
secretary of the Committees.

Members of the Remuneration and HR Committee

The Audit Committee assists the Board of Directors in supervis-
ing the company’s accounting and asset management, risk
management as well as in organizing external and internal
audit. The Audit Committee manages its tasks in accordance
with the rules approved by the Board of Directors, the Securities
Market Association’s Finnish Corporate Governance Code and
the applicable laws and regulations.

The Audit Committee comprises three members, appointed
annually by the Board of Directors among its members.The
members of the Committee must be independent of the
Company and at least one member must also be independ-
ent of significant shareholders of the Company. Member of the
Audit Committee may not participate in the Company’s or its
group company’s daily management.The Committee convenes
at least five times a year.The President and CEO and the Chief
Financial Officer also attend the Committee meetings.The other
responsible Vaisala employees attend the Committee meetings
as required on the invitation of the Committee.

The Audit Committee deals with the following key issues
To monitor and evaluate the financial reporting and the
forecast processes,
To accept Vaisala accounting and calculation principles,as
well as their changes,
-To handle the Interim Reports, the Half Year Financial Report,
the financial statement release and financial statements,
To assess compliance with laws and regulations,
To review the Corporate Governance Statement,
To approve the goodwill testing,
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To approve the essential management's estimates included
in the financial statements, Half Year Financial Reports and
Interim Reports,

To monitor and evaluate the efficiency of the company's
internal control and audit, risk management and quality
auditing,

To approve the audit plan and its cost estimate,

To approve the internal auditing plan and cost estimate,

To approve the company's treasury policy and to monitor its
financing position,

To monitor the company's tax situation,

To monitor the audit,

To monitor the internal audit,

To monitor and evaluate the independence of the statutory
auditor or audit firm,and particularly in relation to the provi-
sion of non-auditing services to the Company,

To prepare a decision proposal on the election of the auditor,
and

To monitor the Company's Code of Conduct.

Members of the Audit Committee in 2016

In January 1-April 5,2016 the Audit Committee comprised Maija
Torkko (Chairman), Petra Lundstrom and Mikko Niinivaara.All
the members of the Audit Committee were independent both of
the Company and of significant shareholders.

In April 5-December 31,2016 the Audit Committee com-
prised Kaarina Stahlberg (Chairman), Petra Lundstrom and
Mikko Niinivaara.All the members of the Audit Committee are
independent both of the Company and of significant share-
holders.

Vaisala’s Audit Committee convened six times during 2016,
and the attendance rate of the members was 100%.The attend-
ance of the meetings is listed in the table on page 10.

The Remuneration and HR Committee

The Remuneration and HR Committee is responsible for prepar-
ing human resources matters pertaining to the compensation
of the President and CEO, and the members of the Management
Group, evaluation of the performance of the President and CEO
and the members of the Management Group, Group compensa-
tion policies and practices.

The Remuneration and HR Committee comprises three
members,appointed annually by the Board of Directors among
its members.The majority of the members of the Commit-
tee must be independent of the Company.The Committee
convenes at least two times a year. President and CEO, Senior
Vice President, Human resources and the Chief Financial Officer
also attend the Committee meetings, except when the agenda
includes items relating to them.The other responsible Vaisala
employees attend the Committee meetings as required on the
invitation of the Committee.
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The Remuneration and HR Committee deals with the following

key issues

- To prepare remuneration and other financial benefits of the
President and CEO,

- To prepare remuneration and other financial benefits of the
management,

- To prepare the matters relating to the company's bonus plans,

- To evaluate the remuneration of the President and CEO and
other management and to ensure the appropriateness of the
bonus plans,

-+ To monitor the development of the employees,and

-+ To monitor employee well-being, health and development of
security.

Members of the Remuneration and HR Committee
In January 1-April 5,2016 the Remunerations and HR Commit-
tee comprised Raimo Voipio (Chairman),Yrj¢ Neuvo and Maija
Torkko.All the members of the Committee were independent of
the Company and of significant shareholders.In April 5-Decem-
ber 31,2016 the Remunerations and HR Committee comprised
Raimo Voipio (Chairman),Yrj6 Neuvo and Mikko Niinivaara.All
the members of the Committee are independent of the Com-
pany and of significant shareholders.

Vaisala’s Remuneration and HR Committee convened five
times during 2016,and the attendance rate of the members was
93%.The attendance of the meetings is listed in the table below.

Meeting attendance of the Board of Directors and its Committees in 2016

Board of Directors

Remuneration and

Position meetings Audit Committee HR Committee
Raimo Voipio Chairman /M 5/5
Yrj6 Neuvo Vice Chairman /1 5/5
Petra Lundstrém Member 1/1 6/6
Mikko Niinivaara Member 10/1 6/6 3/5
Kaarina Stahlberg
(from April 5, 2016) Member 9/Mn 5/6
Maija Torkko
(until April 5, 2016) Member 2/M 1/6 1/5
Pertti Torstila Member 10/M
Ville Voipio Member /1

President and CEO

Vaisala’s President and CEO is appointed by the Board of
Directors.The President and CEO is responsible for the eve-
ryday management of the company in accordance with the

guidelines and instructions given by the Board of Directors,

and informs the Board of Directors of the development of the
Company’s business and financial situation.The President and
CEO is responsible for ensuring that the company’s account-
ing is legally compliant and that its financial affairs have been
arranged in a reliable manner.

Kjell Forsén
President and CEO

b. 1958, Finnish citizen, Lic.Sc.

(Technology)

* President and CEO as well as Chairman
of Vaisala Management Group 2006-

Council

Employment History Council

* President of Ericsson Finland 2003-2006

* Ericsson, several managerial positions
within the company, both in Finland and
abroad 1986-2006
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Positions of Trust
* Valamo Foundation, Member of the

* JMC Council Center, Member of the




Management Group
The President and CEO is the Chairman of the Management
Group.The Management Group comprises six members.The
Management Group meets once a month to assist the President
and CEO in developing the strategy,implementing the strategy,
managing operational business, as well as preparing matters
handled by the Board.The Management Group draws up annual
operational and financial plans as well as goals related to these
plans, monitors the implementation of the plans and prepares
major investments and acquisitions.The President and CEO is
responsible for the decisions taken by the Management Group.
Members of the Management Group are responsible for imple-
menting the decisions in their own areas of responsibility.
Members of Vaisala’s Management Group are heads of busi-
ness areas, the Chief Financial Officer,the Executive Vice Presi-
dent of Operations and Human Resources. General Counsel acts

a secretary to the Management Group.

Remuneration

The Annual General Meeting decides on the remuneration of
the Chairman,Vice Chairman and Board members as well as on
the remuneration of the Auditor.

The objective of remuneration at Vaisala is to encourage
employees as individuals and as team members to achieve the
financial and operational targets set.In determining the remu-
neration,Vaisala takes into account its financial performance,
remuneration levels for similar positions among peer compa-
nies and external references. All Vaisala employees are included
in a bonus plan that promotes the development of net sales,
operating result and cash flow.

Vaisala’s remuneration package for key executives includes
a competitive salary and employee benefits according to local
market practices as well as bonuses based on predefined
annual performance indicators.The bonus plans promote
development of net sales, operating result and cash flow. The
key executives also belong to long-term share-based incentive
plans, which are based on the development of the Company’s
profitability.

Vaisala's Board of Directors approves the company's bonus
plans and their target groups annually. The Board of Directors
also decides on the compensation of the President and CEO
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Members of the Management Group on December 31,

2016
Kjell Forsén, President and CEO, Chairman of the Manage-
ment Group since 2006
Marja Happonen, Executive Vice President since 1994

- Sampsa Lahtinen, Executive Vice President, Controlled Envi-
ronment Business Area since 2013
Kaarina Muurinen, Chief Financial Officer since 2011

- Vesa Pylvanainen, Executive Vice President, Operations since
2011

- Jarkko Sairanen, Executive Vice President, Weather Business
Area since February 1,2016*

* llkka Mannonen, Head of Weather Offering acted as an interim
Executive Vice President,Weather Business Area on December
15,2015-January 31,2016

@ More Information

More information about Vaisala’s Management
Group is available on the Company website at
www.vaisala.com/investors.

and approves the compensation of the direct reports of the
President and CEO.

Remuneration of the Board of Directors
The Annual General Meeting held on April 5,2016 decided
that the annual fee payable to the Board members for the term
until the close of the Annual General Meeting in 2017 is: the
Chairman of the Board of Directors EUR 45,000 and each Board
member EUR 35,000. Approximately 40 percent of the annual
remuneration will be paid in Vaisala Corporation’s A shares
acquired from the market and the rest in cash.

In addition, the Annual General Meeting decided that
the compensation per attended meeting for the Chairman
of the Audit Committee is EUR 1,500 and EUR 1,000 for each
member of the Audit Committee for the term until the close
of the Annual General Meeting in 2017.The compensation per
attended meeting for the Chairman and each member of the
Remuneration and HR Committee and any other committee
established by the Board of Directors is EUR 1,000 for the term
until the close of the Annual General Meeting in 2017.
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Remuneration of the Board of Directors

EUR 1,000 2016 2015
Petra Lundstrom 41 40
Yrjo Neuvo 40 40
Mikko Niinivaara 44 40
Kaarina Stahlberg (since April 5, 2016) 34

Maija Torkko (until April 5, 2016) n 48
Pertti Torstila 35 35
Mikko Voipio (until March 31, 2015) 9
Raimo Voipio 50 50
Ville Voipio (since March 31, 2015) 35 26
Total 290 288

Shareholdings, December 31,2016

Number of shares A-shares * K-shares Total
Petra Lundstrém 600 600
Yrj®d Neuvo 34,240 18,664 52,904
Mikko Niinivaara 1,800 1,800
Kaarina Stahlberg 1,500 1,500
Pertti Torstila 1,800 1,800
Raimo Voipio 255,580 227,148 482,728
Ville Voipio 196,943 48,356 245,299
Total 492,463 294,168 786,631

* The shareholdings include also shares held by the Board of Directors’ interest parties and controlled organizations.

Remuneration of Vaisala’s Management

President and CEO Management Group

The Board of Directors of Vaisala Corporation decides on the Vaisala's Board of Directors approves the compensation of the

remuneration of Vaisala's President and CEO.The overall com- direct reports of the President and CEO.

pensation consists of a monthly salary, fringe benefits,a pension The overall compensation of the Management Group mem-

plan and a performance bonus as well as the Share-Based bers consists of a monthly salary, fringe benefits, pension plan

Incentive Plans 2014,2015 and 2016.The maximum annual and a performance bonus as well as the Share-Based Incentive

bonus is limited to 72 percent of the President and CEO's Plans 2014,2015 and 2016.The maximum annual bonus is lim-

annual salary The President and CEO belongs to a voluntary ited to 60 percent of the annual salary. The Management Group

pension plan, which defines the retirement age as 62 years. members belong to a voluntary pension plan, which defines the
The notice period is 6 months for the employee and 12 optional retirement age as 62 years.

months for the employer. Severance pay and conditions of other
severance compensations are equal to the respective salary.
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Remuneration of the President and CEO, accrual basis 2016 2015

EUR 1,000

Salary 494 491
Bonuses 178 298
Share-based payment 315 126
Obligatory pension 135 99
Voluntary pension ne ne
Total 1,238 1,131

Remuneration of the Management Group, excluding President and

Salary 1,129 1,231
Bonuses 355 375
Share-based payment 846 272
Obligatory pension 275 244
Voluntary pension 195 178
Total 2,800 2,300

Remuneration of the President and CEO and the Management Group members in 2016, accrual basis

Obligatory Voluntary

EUR 1,000 Salary Bonuses Share-based pension pension Total
President and CEO 494 178 315 135 ne 1,238
Other Management Group 1129 355 846 275 195 2,800
members
Total 1,623 533 1,161 410 3N 4,038
Shareholdings, December 31, 2016 Share-based incentive plans
Number of shares A-shares

On February 6,2013,Vaisala’s Board of Directors resolved for
Kjell Forsén, President and CEO 10,720 R R

the Group key employees a share-based incentive plan that was
Marja Happonen 3,963 based on the development of Group's profitability in calendar
Sampsa Lahtinen 1,000 year 2013.No reward was paid based on this plan as the profit-
Kaarina Muurinen 5,000 ability targets were not met.
Vesa Pylvénainen 3,500 On February 10,2014, Vaisala’s Board of Directors resolved
Jarkko Sairanen 4,500 for the Group key employees a share-based incentive plan that

was based on the development of Group's profitability in calen-
Total 28,683

dar year 2014.The reward will be paid partly in Vaisala's series

A shares and partly in cash in spring 2017.The cash proportion
will cover taxes and tax-related costs arising from the reward to
a key employee.The maximum amount of this plan originally
corresponded to 160,000 shares.No reward will be paid if a key
employee's employment or service ends before the reward pay-
ment date.The expenses of this share-based incentive plan are
accrued over the term of the plan from May 2014 to March 2017.
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The cost of the proportion of share reward corresponds to the
value of Vaisala’s A share closing price of EUR 23.69 on the effec-
tive date of the incentive plan,and the cash proportion is valued
at the closing price of the share on December 31,2016.This
share-based incentive plan was directed to approximately 20
persons on December 31,2016.The maximum reward payable
on the basis of this share-based plan totals to 43,412 Vaisala’s A
shares, including the cash portion.

On December 18,2014, Vaisala’s Board of Directors resolved
for the Group key employees a share-based incentive plan that
was based on the development of Group's profitability in calen-
dar year 2015.The reward will be paid partly in Vaisala's series
A shares and partly in cash in spring 2018.The cash proportion
will cover taxes and tax-related costs arising from the reward to
a key employee. The maximum amount of this plan originally
corresponded to 160,000 shares.No reward will be paid if a key
employee's employment or service ends before the reward pay-
ment date.The expenses of this share-based incentive plan are
accrued over the term of the plan from May 2015 to March 2018.
The cost of the proportion of share reward corresponds to the
value of Vaisala’s A share closing price of EUR 24.16 on the effec-
tive date of the incentive plan,and the cash proportion is valued
at the closing price of the share on December 31,2016.This
share-based incentive plan was directed to approximately 30
persons on December 31,2016.The maximum reward payable
on the basis of this share-based plan totals to 101,791 Vaisala’s A
shares, including the cash portion.

On December 16,2015,Vaisala’s Board of Directors resolved
for the Group key employees a share-based incentive plan that
was based on the development of Group's profitability in calen-
dar year 2016.The reward will be paid partly in Vaisala's series
A shares and partly in cash in spring 2019.The cash proportion
will cover taxes and tax-related costs arising from the reward to
a key employee.The maximum amount of this plan originally
corresponded to 200,000 shares.No reward will be paid if a key
employee's employment or service ends before the reward pay-
ment date.The expenses of this share-based incentive plan are
accrued over the term of the plan from May 2016 to March 2019.
The cost of the proportion of share reward corresponds to the
value of Vaisala’s A share closing price of EUR 23.13 on the effec-

Expenses for the share-based incentive plans

tive date of the incentive plan,and the cash proportion is valued
at the closing price of the share on December 31,2016.This
share-based incentive plan was directed to approximately 30
persons on December 31,2016.The maximum reward payable
on the basis of this share-based plan totals to 95,060 Vaisala’s A
shares, including the cash portion.

On February 10,2016,Vaisala’ Board of Directors resolved
for a share-based incentive plan,in which the earning criteria
is uninterrupted employment of certain Group employees for
a defined number of years.The reward will be paid partly in
Vaisala's A shares and partly in cash in three equal installments
during the term of the plan.The cash proportion will cover taxes
and tax-related costs arising from the reward to a key employee.
The maximum amount of this plan originally corresponded
to 9,000 shares.No reward will be paid if a key employee's
employment or service ends before the reward payment date.
The expenses of this share-based incentive plan are accrued
over the term of the plan from May 2016 to March 2018.The cost
of the proportion of share reward corresponds to the value of
Vaisala A share closing price of EUR 23.13 on the effective date
of the incentive plan,and the cash proportion is valued at the
closing price of the share on December 31,2016.The maximum
reward payable on the basis of this share-based plan totals to
6,000 Vaisala A shares, including the cash portion.

On December 15,2016,Vaisala’s Board of Directors resolved
for the Group key employees a share-based incentive plan that
is based on the development of Group’s profitability in calendar
year 2017.The reward will be paid partly in Vaisala's series A
shares and partly in cash in spring 2020.The cash proportion
will cover taxes and tax-related costs arising from the reward
to a key employee. No reward will be paid if a key employee’s
employment or service ends before the reward payment date.
The maximum amount of this plan corresponding to 200,000
shares will be paid depending on the number of entitled per
sons at the end of the vesting period.The expenses of this share-
based incentive plan are accrued over the term of the plan from
May 2017 to March 2020.

EUR million 2013 2014 2015 2016
Share-based incentive plan 2013 - - - -
Share-based incentive plan 2014 0.2 0.3 0.6
Share-based incentive plan 2015 0.5 11
Share-based incentive plans 2016 0.7
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Controls

Main features of the internal control and risk
management systems pertaining to the financial
reporting process

The internal control seeks to ensure the Company’s compli-
ance with applicable laws, regulations and with Vaisala’s code
of conduct as well as the reliability of financial and operational
reporting. Furthermore, the internal control seeks to safeguard
the Company’s assets and to ensure overall effectiveness and
efficiency of operations to meet Vaisala’s strategic, operational
and financial targets. Internal control practices are aligned with
Vaisala’s risk management process.The goal of the risk manage-
ment is to support Vaisala’s strategy and the achievement of
targets by anticipating and managing potential business threats
and opportunities.

Vaisala’s operating model of internal control and risk man-
agement related to financial reporting aims to provide sufficient
assurance regarding the reliability of financial reporting and
that the financial statements have been prepared in accordance
with the applicable laws and regulations, generally accepted
accounting principles (IFRS) and other requirements for listed
companies.The principal components of internal control are
control environment, risk assessment, control activities,com-
munications and monitoring.

Control environment

The Board of Directors has the overall responsibility for the
internal control of financial reporting. The Board of Directors
has established a written charter that clarifies its responsibili-
ties and regulates the internal distribution of work of the Board
of Directors and its committees.The Board of Directors has
appointed the Audit Committee whose primary task is to ensure
that established principles for financial reporting, risk manage-
ment and internal control are followed to and that appropriate
relations are maintained with the Company’s auditors.The Presi-
dent and CEO has the responsibility for maintaining an effective
control environment and the ongoing work on internal control
as regards the financial reporting. The Internal Audit reports all
relevant issues to the Audit Committee and the President and
CEO.

The Internal Audit focuses on developing and enhancing
control over the financial reporting by proactively concentrat-
ing on the internal control environment and by monitoring the
effectiveness of the control.The most important internal steering
instruments for Vaisala’s financial reporting comprise the Code
of Conduct, treasury policy, credit policy,accounting policies

and reporting instructions.
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Risk assessment

Vaisala’s risk assessment as regards financial reporting aims to
identify and evaluate the most significant threats at the levels
of Group and reporting segments as well as at the level of func-
tions and processes.

The risk assessment results in control targets through which
Vaisala seeks to ensure that the fundamental requirements
placed on financial reporting are fulfilled. Information on the
development of essential risk areas as well as the plans and
measures to mitigate the risks are communicated regularly to
the Audit Committee.

Control activities

Vaisala’s management has operational responsibility for internal
controls. Internal control related to the financial activities as
well as to control of the business and the management has
been integrated into Vaisala's business processes.Vaisala has
defined and documented significant internal control activities
related to its financial statement reporting process as part of
business processes. Internal control activities include approvals,
authorizations, verifications, reconciliations, reviews of operating
performance and segregation of duties.All business units have
their own defined controller functions whose representatives
participate in planning and evaluating unit performance.They
ensure that monthly and quarterly financial reporting follows
the company’s policies and instructions and that all financial
reporting is delivered on time. Management follow-up is carried

out through monthly management reporting routines.

Communications

Vaisala seeks to ensure that the Company’s internal and
external communication is open, transparent,accurate and
timely. Code of Conduct,approval policy; treasury policy, credit
policy,accounting policies,and reporting instructions as well as
disclosure policy and insider policy are available on Vaisala’s
intranet. The disclosure policy defines how and when informa-
tion should be given and by whom it is given. It also defines the
accuracy and comprehensiveness of the information in order
to fulfill the communication obligations.Vaisala’s CFO reports
the results of the internal control work and efficiency of the
control activities as a standing item on the agenda of the Audit

Committee.

Monitoring

The effectiveness of internal control related to financial
reporting is monitored by the Board of Directors, the Audit
Committee, the President and CEO, Management Group and
internal audit.The monitoring includes the follow up of monthly
financial reports, review of the rolling estimates and plans,as
well as reports from Internal Audit and auditors.The Internal
Audit assesses the effectiveness of Vaisala’s operations and the



adequacy of risk management and reports the risks and weak-
nesses related to the internal control processes. Internal Audit
compiles an annual audit plan, the status and findings of which
it regularly reports to Audit Committee and Vaisala’s manage-
ment. Furthermore, the CFO, General Counsel, Internal Audit and
Auditor coordinate the audit planning and monitoring at least
twice a year.

General development measures in internal control and
risk management in 2016
Vaisala outsourced internal audit function during the second
half of 2015.1n 2016, the sales process, agent agreements, pro-
cure-to-pay process as well as inventory management process
were audited. Internal audit has generated development meas-
ures to harmonize processes and improve internal controls.
Vaisala continued harmonizing of its accounting and report-
ing processes in the Group companies. During 2016, accounting
was centralized into a global finance services organization

located in Finland, and simultaneously statutory reporting

Auditing and Auditor’s Fees

The company has one auditor,who must be a public account-
ant or auditing corporation authorized by the Finland Chamber
of Commerce.If an authorized auditing corporation is not cho-
sen to perform the auditing,a deputy auditor must be elected as
well.The Auditor’s term of office covers the current fiscal year
and expires at the end of the following Annual General Meeting.
Annual General meeting elects the auditor and decides on the
compensation paid to them.

The Annual General Meeting held on April 5,2016 re-elected
Deloitte & Touche Oy,Authorized Public Accountants, as the
Auditor for a term of one year. APA Merja Itdniemi has acted as
the auditor with the principal responsibility of the Company

Insiders

The Market Abuse Regulation (“MAR”) entered into force July
3,2016.Following MAR regulation,Vaisala has no longer public
insiders and the Company maintains no company specific
insider register but only project-specific insider lists. 30-day
closed window before publishing interim reports and financial
statement release applies to the managers defined by Vaisala.
Closed window ends following the publication day. Closed
window also applies to the persons engaged in preparation of
interim reports and financial statement report.

Managers subject to transaction notification obligations
comprise of Vaisala’s Board of Directors, President and CEO as

well as members of the Vaisala Management Group.
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(including financial statement and tax reports) was outsourced
in Australia, India, Canada, France, Germany and UK. As a conse-
quence of these centralizing and outsourcing projects, continu-
ity and timeliness of accounting and reporting of the Group
companies, as well as related internal controls, have improved
and harmonized.

Related Party Transactions

Vaisala reports related party transactions in note to the financial
statements. In addition, the Company evaluates and monitors
transactions between the Company and its related parties in
order to ensure that possible conflicts of interest are taken into
account in decision making.Vaisala has currently no related
party transactions which would be material and in addition,in
conflict with ordinary business or ordinary market terms.

since March 26,2014. Compensation paid to the Auditor are pre-
sented in the table below.

Auditor’s Fees

EUR 1,000 2016 2015
Auditor’s fees 256 250
Tax advice 7 39
Statements 8 1
Other fees 1o 54
Total 381 344

Vaisala Legal Department is responsible for Vaisala insider
management, training,and creation and maintenance of project
and event specific insider lists.

The decision on the delay of public disclosure of inside
information is made by the President and CEO, CFO and/or
General Counsel,two together,based on an evaluation of the
conditions set out in MAR being met.When the Company makes
the decision on delay of disclosure, a project or event based
insider list regarding the inside information will be established.
Persons, to whom project or event specific inside information is
disclosed, are entered into the project or event specific insider

list.
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