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The Unemployment
Insurance Fund’s Statement
of Corporate Governance 2017

This Corporate Governance statement for
2017 has been prepared pursuant to the
Securities Market Act and the recommen-
dation on reporting of the Finnish Corpo-
rate Governance Code for Listed Compa-
nies, which became effective on 1 January
2016, as an independent document from
Unemployment Insurance Fund’s Report
of the Board of Directors. The Unemploy-
ment Insurance Fund’s statutory auditor,
PricewaterhouseCoopers Oy, has assured
that the description of the main features of
the internal control and risk management
systems related to the financial reporting
process included in this Statement are con-
sistent with the financial statements. The
Unemployment Insurance Fund’s Board of
Directors have reviewed this Statement in
its meeting on 20 March 2018.

Compliance with the
Finnish Corporate
Governance Code 2015
and deviations from the
recommendations

The Unemployment Insurance Fund
(TVR) is an independent institution estab-
lished by law that has not issued any
shares or interests to be publicly quoted.
TVR has issued bonds to be quoted on
Nasdaq OMX Helsinki Oy. For this reason,
TVR has decided to conduct its oper-
ations, where applicable, in compli-
ance with the Finnish Corporate Govern-
ance Code for Listed Companies, which
became effective in 2010. This Statement
of Corporate Governance is given in com-
pliance with the Corporate Governance
Code revised in 2015 and effective as of
1 January 2016.

The operations and the tasks of the
organs of TVR are based on the Act on
the Financing of Unemployment Benefits
(555/1998), the Decree on the Financing

of Unemployment Benefits (1176/1998)
and the Decree on the Regulations of
the Unemployment Fund
(862/1998).

Due to the form of activity and back-

Insurance

ground of TVR, its operations differ from
the Finnish Corporate Governance Code

on the following recommendations:

B Recommendations 1, 2, 3 and 4:
The highest decision-making body of
TVR is not a general meeting or sim-
ilar organ but the Supervisory Board,
appointed by the Government, in
accordance with the Decree on the
Regulations of the Unemployment
Insurance Fund (862/1998). Provi-
sions are laid down in the Decree, for
example, on matters to be decided in
the meetings of the Supervisory Board
and the related procedures, as well as
the notice to the meeting. For this rea-
son, the recommendations concerning
the general meeting, the notice to the
meeting, the general meeting docu-
ments and the election process for the
Board of Directors are not applicable
as such to the operations of TVR.

B Recommendations 5, 6, 7, 8, 9 and
10: The Supervisory Board of TVR
elects the members of the Board of
Directors in accordance with the prin-
ciples set out in the Decree on the
Regulations of the Unemployment
Insurance Fund (862/1998). The
Decree includes not restrictions on the
duration of the term of office of the
members of the Board of Directors;
however, in practice, the Supervisory
Board confirms the members, chair-
man and vice chairman of the Board
of Directors annually. For this rea-
son, the recommendations concern-

ing the election of the members of the

Board of Directors and the Nomina-
tion Committee are not applicable to
the operations of TVR.

Recommendations 10, 16, 17 and
18a: TVR has no shareholders or sim-
ilar owners, wherefore the independ-
ency of significant shareholders of the
management shall not be evaluated.

18b: TVR has

no shareholders or similar owners,

Recommendation

wherefore the recommendation on
the Shareholders’ Nomination Com-
mittee shall not be applied.

Recommendations 22 and 24: The
Supervisory Board decides the remu-
neration of the Board of Directors.
The Ministry of Social Affairs and
Health decides the remuneration for
meetings for the Supervisory Board
and the principles of compensation
for travelling expenses. The Board of
Directors decides on the remuneration
and the terms and conditions of the
service contract of the managing direc-
tor, as well as the principles of remu-
neration for other management staff.

Recommendation 23: TVR has no
shareholders or similar owners, where-
fore the recommendations relating to
shares and share-based remunera-
tion for the members of the Board of
Directors shall not be applied.

Recommendation 28: TVR is not a
corporation, wherefore the regula-
tions on related-party transactions
are not applicable as such to TVR’s
operations. Notwithstanding this,
as an issuer of bonds, TVR complies
with the insider rules laid down in the

Market Abuse Regulation (MAR).
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Supervisory Board

According to the Decree on the Regula-
tions of the Unemployment Insurance
Fund (862/1998), TVR’s highest decision-
making body is the Supervisory Board.
Until the end of 2017, the Supervisory
Board has had eighteen (18) ordinary
members, of whom 12 represent employ-
ers and 6 represent employees. The Super-
visory Board elects from among its mem-
bers a chairman and vide chairman, for
one calendar year at a time, one of whom
shall be an employer representative and
the other one an employee representative.
The chairmanship shall be held in turns by

an employer and employee representative,
to be changed yearly.

Until the end of 2017, the Finnish
Government appointed the members of
TVR’s Supervisory Board of whom seven
members were representatives nominated
by the Confederation of Finnish Indus-
tries, three by the Commission for Local
Authority Employers, one by the Com-
mission for Church Employers, one by
the Federation of Agricultural Employers
(MTA), three by the Central Organization
of Finnish Trade Unions (SAK), two by the
Finnish Confederation of Professionals
(STTK) and one by the Confederation of
Unions for Professional and Managerial

The members of the Supervisory Board in 2017 were:

Staff in Finland (Akava). The term of the
members of the Supervisory Board is three
calendar years.

The provisions controlling the com-
position of the Supervisory Board were
amended in 2016, the amendments enter-
ing into force at the beginning of 2018.
The Supervisory Board now has 10-18
members, one half of which represent
employers and the other half employees.
Provisions on the quorum of the Board
were also amended. In accordance with
the provision on the entry into force of
the amended act, the membership of the
Supervisory Board members at the time
of the entry into force remained valid until
the end of 2017.

Presence at

Education Main occupation Supervisory
Board
meetings
Rauno Vesivalo, Specialised nursing courses, Chairman, Union of Health and Social Care
. 1955 - . 3/3

Chairman Nursing instructor Professionals Tehy

Qeorge B.erner, 1945 || (esir o Sdane (Tdinslow) Vice Chairman of the Board of Directors, 3/3

Vice Chairman Berner

Riku Aalto 1965 | Master of Administrative Sciences | Chairman, the Finnish Metalworkers’ Union 2/3

. . . Vice President, The Trade Union for
Teija Asara-Laaksonen | 1957 | Matriculation exam the Public and Welfare Sectors JHL 3/3
Jorma Haapanen 1964 Master of Science Deputy Mayor, City of Kotka 3/3
P (Agriculture and Forestry) puty Mayor, &ty
Kimmo Hovi 1951 Ta.lou.sneuvos . Che?lrman of the Board, Organisation of 23
(Finnish honorary title), farmer Agricultural Employers MTA
. Doctor of Science CEO, Vaasa University of Applied Sciences

Tauno Kelale 1961 (Business Administration) Ltd VAMK 173

Lauri Kivekis 1956 | Master of Science (Technology) gl;/awman off s [Etozrie off Diitsasr, Ruele 3/3

Salla Luomanmaéki 1963 | Master of Arts Director, Akava Special Branches 1/3

Jorma Malinen 1959 | Automation Designer Chairman, Trade Union Pro 1/3

llkka Makela 1957 | Eng. eMBA Member of Board, Saarioinen Oy 3/3
Senior Vice President,

Harri Ojanpera 1961 | MBA SOK Travel and Hospitality Industry Chain 3/3
Management

Ann Selin 1960 | eMBA Chairman, Service Union United PAM 2/3

Ari Svensk 1963 | Master of Science (Economics) SVP, Human Resources, Kesko Oyj 3/3

.. . Master of Laws, ChiefJustice of the Administrative Court
Liisa Talvitie 1951 Trained on the bench (Retired) Administrative Court of Vaasa 3/3
. - Master of Laws, Deputy Mayor, Senior Advisor,

Ritva Viljanen 1958 Master of Political Sciences City of Helsinki 2/3

Jaana Yla-Mononen 1961 | Licentiate of Medicine Specialising P.hys'|C|an, Central Finland 3/3
Healthcare District

R . hai fthe B fDi

Antti Zitting 1956 | Master of Science (Technology) Chairman of the Board of Directors, 3/3

Sacotec Oy
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Meeting practice and
access to information

The ordinary meeting of the Supervisory
Board is held twice a year, in the spring
before the end of May and in the autumn
no later than in October. An extraordinary
meeting of the Supervisory Board is held
whenever the chairman the Supervisory
Board or the Board of Directors deems it
necessary, or when at least two members
of the Supervisory Board request in writ-
ing that an extraordinary meeting be held
for a reason specified in the request.

The notice to the meeting shall be
delivered in a verifiable manner to the
members of the Supervisory Board
no later than eight days before the
meeting.

Under the provisions in force until the
end of 2017, the meeting of the Super-
visory Board shall constitute a quorum
when the chairman or vice chairman and
at least nine members are present at the
meeting. Those present at the meeting
shall include both employer and employee
representatives. The decisions of the
Supervisory Board shall be based on a
simple majority. In the event of a tie, the
decision shall be based on the opinion
supported by the chair of the meeting.
In the event of an election in which the
voting ends in a tie, the result shall be
decided by drawing lots.

The Supervisory Board elects the
chairman and vice chairman of the
Supervisory Board for one calendar year
at a time.

In 2017, the Supervisory Board con-
vened on three occasions, one of which

was an e-mail meeting.

Members of the Supervisory
Board

On 27 November 2013, based on the pro-
posal of the labour market parties, the
Government appointed the members of
the Supervisory Board for the term from
1 January 2014 to 31 December 2016.
The term of the Supervisory Board was
extended until the end of 2017 pursuant
to the provision on the entry into force of
the Act on the Financing of Unemploy-
ment Benefits.

Board of Directors

TVR shall according to the Decree on the
Regulations of the Unemployment Insur-
ance Fund (862/1998) have a Board
of Directors. Until the end of 2017, the
Board has had twelve (12) ordinary mem-
bers nominated by the Supervisory Board
so that eight of the Board members are
employer representatives of the labour
market and four are employee representa-
tives. The Board of Directors shall have a
chairman and vice chairman, one of whom
shall be an employer representative and
the other one an employee representative.
The chairmanship shall be held in turns by
an employer and employee representative,
to be changed yearly. If the position of a
Board member becomes vacant during the
term of office, the Supervisory Board shall
appoint a new member for the rest of the
term of office as described above.

The provisions controlling the com-
position of the Board of Directors were
amended in 2016, the amendments enter-
ing into force at the beginning of 2018.
The Board of Directors now has 14 ordi-
nary members, one half of which repre-
sent employers and the other half employ-
ees. Provisions on the quorum of the
Board were also amended.

According to the provisions valid until
the end of 2017, the Board of Directors
has constituted a quorum when the chair-
man or vice chairman and at least six other
members are present at the meeting.
Those present at the meeting shall include
both employer and employee representa-
tives. The decisions of the Board of Direc-
tors are made through a simple majority
of the Board members present at the
meeting. In the event of a tie, the opinion
supported by the Chairman of the meet-
ing shall be adopted, except for elections,
which shall be decided by drawing lots.

The Board of Directors is responsible
for TVR’s administration and the proper
organisation of its operations. The Board
of Directors follows the development of
TVR by use of the management’s monthly
reports and other information delivered
by the management. The right to repre-
sent TVR shall lie with the chairman of the
Board of Directors alone and, as author-

ised by the Board of Directors, a member

of the Board of Directors, the Manag-
ing Director or an employee of TVR, each
alone. The main duties and operating prin-
ciples of TVR’s Board of Directors shall be
specified in a written working order. The
Board of Directors shall carry out a self-

assessment of its performance once a year.

Meeting practice and
access to information

The Chairman summons the meeting of
the Board of Directors. The notice to the
meeting of the Board of Directors shall be
delivered to all members of the Board of
Directors in good time before the meet-
ing in order to ensure the possibility of
the members of the Board of Directors to
attend the meetings. The Board of Direc-
tors meets 8-12 times in a year and, if
necessary, more often. If all the mem-
bers approve, the meeting of the Board of
Directors may be held as a phone confer-
ence or by use of email in case of urgent
and specific matters.

Duties of Chairman

The Supervisory Board elects the Chair-
man of the Board of Directors and the
Vice Chairman of the Board of Directors
for one calendar year at a time.

Chairman of the Board of Directors

B summons the meetings of the Board
of Directors

B approves the agenda prepared by the
Managing Director for the meetings of
the Board of Directors

B is responsible for drafting the min-
utes of every meeting of the Board of
Directors

B keeps contacts with the Managing
Director and the members of the
Board of Directors between the
meetings, if necessary

B s responsible for ensuring that this
working order is complied with in the
work of the Board of Directors

B accepts the invoices of the Managing

Director.
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Operations of the Board of
Directors

The Board of Directors met 11 times in
2017. The Board of Directors does not
have any permanent committees but it
can decide to establish working groups or
committees for the purpose of assisting
the Board of Directors with the prepara-
tion of a certain matters falling within the
competence of the Board of Directors. In
2017 the Board of Directors did not have
any committees. The duties of the audit
committee are handled by the Board of

Managing Director

TVR has a Managing Director who is
responsible for the management of TVR
in accordance with guidelines and orders
issued by the Board of Directors. The
Managing Director is responsible for
ensuring that the accounts of TVR are in
compliance with the law and that its finan-
cial affairs have been arranged in a reliable
manner. The Managing Director shall pro-
vide the Board of Directors and its mem-
bers with the information necessary for the
Board of Directors to perform its duties.

The Managing Director of TVR is
Janne Metsiaméki, Master of Laws (born
1960).

Key management personnel

The Management Group supports the
Managing Director in leading the opera-
tions of TVR as well as in implementing
TVR’s strategic and operative targets. The
Management Group meets regularly, on
average twice a month.

Directors of TVR.

The members of the Board of Directors in 2017 were:

Attendance
in the
Education Main occupation meetings of
Supervisory
Board
Vesa Rantahalvari, Master of Administrative | Senior Expert, Confederation of Finnish Industries
. 1967 ) 11/11
Chairman Sciences EK
Saana Siekkinen, e Director, The Central Organisation of
Vice Chairman 1972 M ES SR E TS Finnish Trade Unions SAK 10/
Master of Science President, The Confederation of Unions for
Sture Fjader 1958 (Economics) Professional and Managerial Staff in Finland Akava S/
Jyrki Hollmén 1974 Master of Laws Director, Chemical Industry Federation of Finland 5/11
Eeva-Liisa Inkeroinen 1963 Master of Laws E.xecutlve Vice President, Technology Industries of 10/11
Finland
Markku Jalonen 1960 Llc.entlate of Social Labor Market Director, Local Government 10/11
Sciences Employers
. . Chairman of the Board, Finnish Confederation of
Antti Palola 1959 Master Mariner Professionals STTK 10/11
Jorma Palola 1954 Licentiate of Laws Chief Negotiator, Local Government Employers 11/11
Vuokko Piekkala 1963 Master of Laws Labor .Ma.rk“ Director, The Labor Market 8/11
Organisation of the Church
Veli-Matti Rekola 1956 MasFer of Science Managing Director, Organisation of Agricultural 9/11
(agriculture) Employers MTA
Penna Urrila 1976 Master of Social Sciences C.hle.F Economu.: Policy Adviser, Confederation of 10/11
Finnish Industries (EK)
Pirjo Vaananen 1971 Master of Social Services | Director, Employment, SAK 11/11

The members of the Management Group in 2017 were:

Year q . 909
of birth Education Duties/responsibilities

Tapio Oksanen 1958 Master of Science (Economics) Deputy Managing Director
Virpi Halme 1976 Master of Laws Leading Legal Counsel
Heikki Ellonen 1959 Master Of:SCIEI"lce (Technology), Chief Information Officer

Bachelor of Science (Economics)
Juho Oksanen 1978 Master ofScne.nce (!Economlcs), Insurance Director

Master of Social Sciences

THE UNEMPLOYMENT INSURANCE FUND'S STATEMENT OF CORPORATE GOVERNANCE 20177 M 5

<>



Internal control and risk
management principles

TVR’s internal control consists of all the
practices and procedures that aim to pro-
vide the Board of Directors and the Man-
agement reasonable assurance on the
achievement of set objectives, effectiveness
of operations, reliability and adequacy
of financial and operational information,
as well as compliance with laws and reg-
ulations. Risk management is an essential
part of internal control, meaning system-
atic and proactive practices for identify-
ing, analysing and managing threats and
opportunities related to operations.

Internal control and risk management
play a role in the realisation of good gov-
ernance policies at TVR. Internal con-
trol and risk management procedures are
linked to TVR’s corporate governance,
decision-making, and strategic and oper-
ative planning.

TVR has an internal control and risk
management policy, set by the Board
of Directors, including internal control
guidelines. Furthermore, TVR’s inter-
nal control is based on investment prin-
ciples determined by the Supervisory
Board, investment plans determined by
the Board of Directors, debt management
plans, principles of data management and
data security and internal audit guide-
lines, as well as other TVR’s guidelines and
procedures.

Objectives of internal control
and risk management

Internal control and risk management at
VR involve procedures aimed at achiev-

ing reasonable certainty of the following:

The achievement of set objectives and the
effectiveness of operations

B TVR collects and distributes the
unemployment insurance contribu-
tions and liability component com-
pensations levied, as well as other
income, effectively and in compliance

with the law

B The assets held by TVR are well kept

and managed, and the resources are

safeguarded from any losses arising
from the poor performance of duties,
misspent funds, errors, misconduct,
or other actions that violate the rules

and guidelines

B The operations and use of funds of
TVR are effective so that the set objec-
tives are achieved and the opera-
tions are economic, profitable and
impactful.

The production of accurate and suffi-
cient information relating to finances and
operations

B The availability of information relat-
ing to TVR’s operations, finances and
administration required for effective
management is ensured, in addition
to using the information for manage-
ment purposes

B A true and fair view of operations,
finances and administration, as well
as effectiveness, is reported to the
Board of Directors and Supervisory
Board of TVR.

Legality and compliance
of operations

The operations of TVR are carried out in
compliance with the law, the guidelines
and regulations relating to TVR, and the
requirements of good governance.

Responsibilities of
internal control and risk
management

The Board of Directors of TVR decides
on the basics of internal control and risk
management, requiring that the func-
tions of TVR are organised in such a man-
ner that sufficient internal control and risk
management is realised in all levels of the
organisation and in all its operations.

The basics of internal control and risk
management at TVR apply to all TVR’s
functions, and each employee is responsi-
ble for implementing them.

TVR’s internal control is based on a
‘three lines of defence’ model, as presented
below.

First line of defence

- the Board of Directors and

the management

First line of defence consist of the Board
of Directors and Management. The Board
of Directors is responsible for arranging
internal control and risk management,
whereas TVR’s Management is respon-
sible for the execution of internal con-
trol and risk management within the

organisation.

Second line of defence

- Compliance and Risk Control
Second line of defence consist of inde-
pendent Compliance and Risk Control
functions which are responsible for devel-
oping, maintaining and monitoring TVR’s
general internal control principles and the
functionality of risk management in the
Fund.

Third line of defence

- Internal Audit

Third line of defence consist of Internal
Audit, which is a separate and independ-
ent function, whose purpose is to assure
that TVR’s internal control and risk man-
agement is appropriately arranged. The
Internal Audit function operates under the
supervision of the Managing Director and
reports directly to the Managing Director
and to the Board of Directors. According
to the audit plan approved by the Board
of Directors, internal audit activities may
be directed at any function or unit at TVR.

Evaluation of internal control

and risk management

Evaluation of internal control and risk
management is carried out annually. The
evaluation is carried out based on an
evaluation framework, which is prepared
by the internal control and risk manage-
ment advisory board that operates in con-
nection with the Ministry of Finance. The
evaluation framework is based on the
COSO-ERM framework.
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Supervisory Board

Board of Directors

Management Group

Operational Internal Risk
Management

Mangement Control

| - Board of Directors and Management

Financial audit

Authorised Public Accountants Pricewa-
terhouseCoopers serves as the Fund’s
auditor. The Chief Auditor is APA Juha
Wahlroos. The Supervisory Board decided
that the auditor’s fees and expenses will
be paid according to the invoice approved
by the Fund.

In 2017, the auditor’s auditing fees
amounted to EUR 42,845, and other
remuneration was EUR 9,350. In total,
the auditor’s fees and other remuneration
in 2017 were EUR 52,195.
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Compliance

Risk Control

Treasory — Asset Management

Information Securitys

Il - Compliance and
Risk Management

Principles of organising
insider administration

In 2015, TVR issued two bonds, worth
EUR 600 million and EUR 300 million.
Through the issuance of these two bonds,
TVR has complied with the requirements
laid down in insider legislation, including
the parts applicable to issuers of bonds
of the Market Abuse Regulation (MAR),
which entered into force in summer 2016.
The principles and guidelines on insider
administration have been approved by the
Fund’s Board of Directors.

Internal Audit

Il - Internal Audit




Description of the main
features of internal control
and risk management
systems related to
financial reporting

Control Environment

The Unemployment Insurance Fund’s
Managing Director together with the
Management Group are the chief execu-
tive decision makers. The Management
Group is responsible for ensuring that
the functions of the Fund have adequate
resources in order to perform their duties,
which are determined by law or based on
decisions made by the Board of Directors.
The financial information released by TVR
is always aimed at giving a true and fair
view of its economic position.

TVR’s financial reporting and con-
trol is based on monthly financial report-
ing and the annual budget, which is con-
firmed by the Board of Directors.

TVR’s finance department prepares
the statutory annual financial statements
and produces a comprehensive monthly
financial reporting package covering the
development of statutory payments and
contributions, and the values of assets
and liabilities.

TVR receives regularly information
from the Financial Supervisory Authority
on unemployment benefits paid by unem-
ployment funds, which the Fund then
analyses and compares to the known
unemployment trends and expenses
defined in the budgets. The comparison
is made separately for expenses that
are the responsibility of TVR and the
Government.

The finance department maintains
the financial management systems and
communicates the principles related to
the financial statements and the report of
the Board of Directors.

Risk management related
to financial reporting

The Unemployment Insurance Fund has
a risk management plan that has been
approved by the Board of Directors. The
most significant risks related to finan-
cial reporting are defined annually in the
risk assessment prepared by the Manage-
ment Group. TVR’s most significant risk
related to financial reporting is the assess-
ment of net assets (business cycle buffer)
and liquidity when preparing the budget.
The budget and a closely related payment
proposal needs to be prepared based on
regulations defined by law, so that TVR is
able to meet its commitments. The budget
that is prepared by the end of August of
the preceding year is the responsibility of
the finance department. In addition to the
legal requirements, the budget is based
on assessments about the development
of national unemployment, employment
and wage development which are pre-
pared by TVR, the Ministry of Finance,
research organisations and banks.

The difference between the annual
result in the budget and the financial
statements is considered as a significant
risk and the amount in the recent years
has been on average 5% of TVR’s benefit
payments. This risk is managed through
the business cycle buffer, by ensuring that
the net position set in the budget exceeds
the minimum statutory requirement of
the business cycle buffer with a sufficient
margin.

TVR aims to secure liquidity by allo-
cating assets to such investments, which
are efficiently realisable without a signifi-
cant risk related to market value or return
of the investment.

The risks to the values of investment
property are described by investment
category in the principles for preparing
the financial statements. The finance

department monitors the values and
returns of investments and debt instru-
ments through valuation reports pre-
pared daily. In the financial and account-
ing units, compliance with the investment
plan is monitored through daily reconcil-
iations, in addition to which reports are
prepared for Management and the Board
of Directors on a monthly basis.

TVR’s Board of Directors moni-
tors and controls monthly the Fund’s
result, net position, compliance with
the investment plan and debt financing
through reports prepared by the finance
department.

Financial communication

TVR publishes a release calendar annually
on its website, stating the release dates of
economic information and performance
data for the year. In addition, TVR pub-
lishes information on its performance
whenever the new forecast deviates sub-
stantially from previously released infor-
mation. TVR’s Deputy Managing Director
and Financial Manager together with the
communications department are respon-
sible for ensuring that TVR complies with
the information distribution requirements

set for bond issuers.
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