CORPORATE GOVERNANCE STATEMENT

Affecto Plc has prepared the Corporate Governance
Statement in accordance with recommendation 51 of
the Finnish Corporate Governance Code. The corporate
governance statement has been prepared as a sepa-
rate report and it is also available on the company’s
web site www.affecto.com. Affecto’s Board of Directors’
has reviewed this corporate governance statement.
KPMG Oy Ab, has checked that the statement has been
issued and that the description of the main features

of the internal control and risk management systems
pertaining to the financial reporting process is consist-
ent with our financial statements.

INFORMATION ON COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

Affecto complies with the provisions of the Corporate
Governance Code prepared by the Finnish Securities
Market Association in 2008. The updated Finnish Cor-
porate Governance Code was published in 2008, and
can be found from: http://www.cgfinland.fi/

In 2009 Affecto followed up all recommendations.
Nomination and Compensation Committee has pro-
posed to the Annual General Meeting 2010 that only
males would be elected as board members as the
committee did not find any suitable female candidate.

GENERAL INFORMATION

The duties of the different company organs are organ-
ized in line with the provisions of the Finnish Compa-
nies Act and the Finnish Securities Markets Act as well
as other Finnish legislation.

Affecto complies with the rules and recommen-
dations of the NasdagOMX Helsinki. The company’s
Board of Directors is responsible for compliance with
corporate governance principles.

GROUP STRUCTURE

The group parent company is Affecto Plc. Operation-
al business is handled mainly by group subsidiaries.
Subsidiary in Finland is Affecto Finland Oy. Business in
Baltic countries is conducted by Affecto Lietuva UAB
and its subsidiary companies. The business in Sweden
is conducted through Affecto Sweden AB, in Norway
through Affecto Norway AS and in Denmark through
Affecto Denmark A/S.

The company’s operational business in managed
principally through the country business units. Finland,
Sweden, Norway, Denmark and Baltic were the five
country units of the group in 2009.

GENERAL MEETING

The General Meeting of Shareholders is the high-
est decision-making body of the company. The An-
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nual General Meeting confirms the company’s income
statement and balance sheet and decides on the distri-
bution of profits, elects the Board and the auditors and
determines their fees.
The Board shall summon an Annual General Meet-
ing within six months of the end of the financial period.
Any matter that a shareholder wishes to be ad-
dressed at a General Meeting of Shareholders shall
be notified in writing to the Board of Directors in such
time that the matter may be included in the notice con-
vening the General Meeting of Shareholders.

BOARD OF DIRECTORS

The Board of Directors has overall responsibility for
the appropriate administrative and operational organi-
zation of Affecto Plc and its subsidiaries. The Board
ratifies the principles that govern company strategy,
organization, accounts and financial management. The
Board also appoints the group’s Chief Executive Officer.

The shareholders of Affecto Plc elect the Board of
Directors annually at the Annual General Meeting. The
Board consists of three to seven members. The term
of office of the Board members ends at the conclusion
of the first Annual General Meeting which is convened
after the election.

The Board convenes regularly at least 11 times a
year, and whenever required. At the beginning of each
year the Board agrees in advance the thematic issues
for discussion at the Board meetings, in addition to the
requirements of normal financial supervision. In 2009,
the Board convened a total of 18 times, and average at-
tendance level was at 89 per cent.

The Chairman of the Board of Directors received a
monthly remuneration of 2 900 Euros and a member
1 600 Euros.

Description of the composition and operations of the
board and board committees

Board members

At the end of 2009 the Board of Directors comprised
the following members: Aaro Cantell (chairman), Pyry
Lautsuo, Heikki Lehmusto, Esko Rytkonen and Haakon
Skaarer.

All board members are independent of the company.
Mr. Lautsuo, Lehmusto and Rytkdnen are independent
of the company and of the owners.

Aaro Cantell (b.1964) is the chairman of the Board
and has been a member of the Board of Directors since
2000. Mr. Cantell is an entrepreneur and the chairman
of the board of Normet Group Oy. He has in the past
worked as Managing Partner of Fenno Management
Oy and as Investment Director at the Finnish National
Fund for Research and Development (Sitra). Mr. Cantell



is a Board member of VTT Technical Research Centre
of Finland. Mr. Cantell holds a Master of Science De-
gree in Engineering.

Pyry Lautsuo (b.1946) is a member of the Board
of Directors since 2007. Mr. Lautsuo has held various
managerial positions in International Business Ma-
chines during 1970-2006. Latest he served as the man-
aging director of IBM Finland. Mr. Lautsuo is a Board
member of Tectia Corporation. Mr. Lautsuo holds a
Master of Science degree in Engineering.

Heikki Lehmusto (b.1947) is a member of the Board
of Directors since 2006. Lehmusto serves as the sen-
ior advisor at Lehmusto & Co, a consulting company
spealised in communication sector. Earlier he has
served as the deputy managing director of Silja Oyj and
as a director at YLE (the national broadcasting com-
pany). He is a member of the Finnish Association of
Professional Board Members and a partner at Board-
man Oy. He holds a Master of Law degree.

Esko Rytkonen (b.1957) is a member of the Board of
Directors since 2006. Mr. Rytkdnen is a senior vice pres-
ident at TeliaSonera AB. Mr. Rytkdnen has been a mem-
ber of administrative bodies of several group companies
and associated companies of TeliaSonera. Mr. Rytkdnen
holds a Master of Science degree in Economics.

Haakon Skaarer (b.1952) is a member of the Board
of Directors since 2007. Mr. Skaarer is the CEO of
Enonic AS. Earlier he worked as an Investment director
at Norsk Vekst AS / Arendals Fossekompani ASA. Mr.
Skaarer has worked in various management positions
in companies like IBM, Oracle and Storebrand. Mr.
Skaarer holds MBA and a Master of Science degree in
Economics (Sivildkonom).

Duties of the Board of Directors

The Board has drafted its own rules of procedure, with

the principal duties defined as follows:

e Take responsibility for duties which the Companies
Act, the articles of association or other instances
has bindingly decreed on the Board of Directors

e Ratify the strategy

e Ratify the company’s management system on the
submission of the CEO

e Ratify the annual action plan and monitor its
enforcement

e Ratify the procedures for company internal control
and risk management and monitor their implemen-
tation

e Interim reports, financial statements and annual
report — processing, approval and communication

e Ratify group finance policy

e Propose the dividend policy to the General Meeting

e Decide on company and business acquisitions and
sales

e Decide on significant individual investments and
contingent liabilities

e Ratify group incentive scheme and policy

e Appoint and release from duties company senior
management and decide on their employment
terms and bonuses on the basis of proposals made
by the Nominations and compensation committee

e Establishment of subsidiaries

e Supervise and develop the company’s corporate
governance procedures

e Evaluate and develop the operation of the Board of
Directors

¢ Evaluate the work of the CEO and feedback on it

COMMITTEES OF THE BOARD

Audit Committee

The task of the Audit Committee, which is appointed by
the Board, is to supervise the efficiency of the compa-
ny’s accounting and financial reporting system as well
as to monitor the company’s audit functions. The com-
mittee is also charged with the supervision of matters
and practices relating to sound corporate governance
and, where necessary, propose to the Board any re-
quired measures to develop corporate governance.

The audit committee shall comprise of three to five
board members. The members will be nominated an-
nually. The members of the audit committee shall be
independent of the company and at least one mem-
ber shall be independent of significant shareholders.
The members shall have the qualifications necessary
to perform the responsibilities of the audit committee,
and at least one member shall have expertise specifi-
cally in accounting, bookkeeping or auditing.

The Committee convened 6 times in 2009, attend-
ance level was 94 %.

Committee members: Esko Rytkdnen, Aaro Cantell
and Heikki Lehmusto.

Duties of the Audit Committee:

¢ To monitor the company’s financial position

e To supervise the financial reporting process

e To monitor the reporting process of financial state-
ments (annual reports, interim reports)

¢ To evaluate the sufficiency, efficiency and appropri-
ateness of internal control and risk management
systems

¢ To review the plans and reports of the internal audit
function

¢ To evaluate compliance with laws and regulations

e To prepare the proposal for resolution on the elec-
tion of the auditor and to evaluate the independence
of the statutory auditor

e To contact the auditor and to review the reports that
the auditor prepares for the audit committee

¢ To evaluate advisory services provided by the auditor

e To monitor the statutory audit of the financial state-
ments and consolidated financial statements

¢ To review the description of the main features of
the internal control and risk management systems
pertaining to the financial reporting process, which
is included in the company’s corporate governance
statement

NOMINATIONS AND COMPENSATION COMMITTEE

The company has a joint committee for nominations
and compensation which is in charge of planning the
procedures for rewarding employees as well as select-
ing the candidates for Board membership.

The Committee convened 4 times in 2009, attend-
ance level was 100%.
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Committee members: Aaro Cantell and Heikki

Lehmusto.

The committee’s rules of procedure determine its
duties as follows:

e Preparatory work for the motion to the Annual
General Meeting concerning the election of Board
members

* Preparatory work relating to the remuneration of
Board members

e Finding candidates to replace Board members

e Preparatory work relating to the salaries and other
benefits of the company CEO and Deputy CEO

e Preparatory work relating to the compensation paid
to other company managers

* Preparatory work relating to the appointments of
the company CEO and Deputy CEO as well as other
company managers and the identification of their
successors

e Preparatory work relating to the company rewards
schemes

M&A Committee

The company has a M&A committee for planning and
preparing M&A activities.

The Committee convened 2 times in 2009, attend-
ance level was 100%.

Committee members: Pyry Lautsuo, Aaro Cantell
and Haakon Skaarer.

DESCRIPTION OF THE BODY THAT IS RESPONSIBLE
FOR THE DUTIES OF THE AUDIT COMMITTEE

The company has an Audit committee.

INFORMATION ABOUT THE CEO AND HIS DUTIES

Pekka Eloholma, b.1960, M.Sc.(Eng.)

Eloholma has been the CEO since 1 September 2006.
Mr Eloholma’s previous position was President and
CEO of Setec Oy, which is a part of Gemplus Group.
Within the Gemplus Group he was also in charge for
identity and security business at EMEA area. Prior

to Setec Oy Pekka Eloholma has worked in several
management positions, e.g. as a director at Siemens
Osakeyhtio, as the managing director of Siemens
Business Services Oy, as the managing director of
FinnetCom Oy and as a business development director
at HPY. He has been a board member of Global Intel-
ligence Alliance Group Oy since 2007 and was a board
member of SYSOPENDIGIA Plc between 2004 and 2006.

The Board of Directors appoints the CEQ. The CEO is
in charge of the management of the company’s opera-
tions and governance in accordance with the Articles
of Association, the Finnish Companies Act and the
instructions given by the Board. The CEO is assisted
in the management of the group by the Executive Man-
agement Team.

In year 2009, the CEO Eloholma’s salary and other
benefits amounted to a total of 278 thousand Euros and
he did not earn any annual bonus for year 2009. The
CEOQ’s annual bonus is dependent on the profit of the
group.

The CEO is subject to statutory pension arrange-
ments. The CEQ’s employment contract prescribes a
six-month period of notice which applies to both par-
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ties. The CEO’s employment contract does not contain
any separate conditions relating to the payment of sal-
ary during the period of notice.

EXECUTIVE MANAGEMENT TEAM

At the end of 2009, the Executive Management Team
comprised the following members: Pekka Eloholma
(Chief Executive Officer), Satu Kankare (Chief Financial
Officer), Hannu Nyman (SVP, Mergers and Acquisitions
and Investor Relations) and Age Lénning (COO, Busi-
ness Intelligence business).

The company web site includes information of man-
agement shareholdings.

AUDIT

The company has one regular auditor, which must be

a firm of independent public accountants approved by
the Central Chamber of Commerce. The term of office
of the auditor ends at the conclusion of the first Annual
General Meeting held after the election.

On 3 April 2009, the Annual General Meeting elected
as auditor KPMG Oy Ab. The auditor with principal re-
sponsibility is Reino Tikkanen.

The 2009 consolidated financial statements include
audit fees of 140 thousand Euros paid to KPMG as well
as 34 thousand Euros in advisory fees.

Description of the main features of the internal con-
trol and risk management systems in relation to the
financial reporting process

Affecto prepares consolidated financial statements
and interim reports in accordance with the Internation-
al Financial Reporting Standards, as adopted by EU,
the Securities Markets Acts as well as the appropriate
Financial Supervision Authority Standards and NAS-
DAQ OMX Helsinki Ltd’s rules. The Report of the Board
of Directors of Affecto and parent company financial
statements are prepared in accordance with Finnish
Accounting Act and the opinions and guidelines of the
Finnish Accounting Board.

Affecto’s financial reporting process consists of
external and internal accounting. Internal control and
risk management systems and practices as described
below are designed to ensure that the financial reports
as disclosed by the company give correct information
about the company finances in all material respect.

INTERNAL CONTROL IN AFFECTO

Affecto’s internal control consists of business risk
management and internal control systems pertaining
to financial reporting. Internal control aims to ensure
that Affecto’s business activities are efficient and profi-
cient, financial reporting is reliable and that applicable
laws, regulations and company’s internal policies are
followed.

Affecto Board has approved operating principles of
internal control, which have been prepared in accord-
ance with the Code recommendation 45. Operating
principles include the main features of risk manage-
ment process, summary of risks, control objectives and
common control points for financial reporting as well
as roles and responsibilities in executing and monitor-
ing internal control in Affecto.



The Board of Directors and the Audit Committee,
which is appointed by the Board, supervise internal
control and risk management, while the overall re-
sponsibility for them is the company’'s management’s.

RISK MANAGEMENT PROCESS IN AFFECTO

In Affecto’s risk management process, subsidiaries in
each country identify and assess business risks annu-
ally in accordance with a pre-defined model. The as-
sessmentincludes also potential likelihood and impact
of the identified risk. For the risks identified, Affecto
prepares an action plan and responsibilities. Risk as-
sessments prepared at the country level are consolidat-
ed in the group level and executive management team
reviews the summary. Board of Directors reviews the
summary and assesses the adequacy of action plans.

Internal control and risk management over financial
reporting process

Affecto group has reporting manual which includes an
overview of financial reporting process, key outputs,
and roles and responsibilities within the process. Es-
sential group policies, for example revenue recognition
policy, intercompany transactions policy, transfer pric-
ing policy are part of the reporting manual. Affecto’s
subsidiaries in each country have separate finance or-
ganisation and also business activities are local. Prop-
er arrangement and monitoring of internal control is
the responsibility of the local management in accord-
ance with the group framework.

Affecto group uses a common chart of account and
consolidation and reporting application. Subsidiaries
submit external financial reporting to the group finance
on a monthly basis. Reported figures are transferred
through a common database to the reporting system
which allows transparency of financial data in the sub-
sidiary accounting and reporting.

Affecto has systemised and harmonised its internal
control procedures during 2009. The group finance has
defined the significant processes relevant to internal
control over financial reporting, e.g. revenue, purchas-
ing, payroll expenses, project management, finance,
and related IT systems. Within this process framework,
financial reporting risks and control objectives have
been defined and group wide common control points
have been designed to mitigate financial reporting
risks in a preventive or detective way. Common control
points include for example authorisations, key ac-
counting reconciliations, project management proce-
dures, segregation of key financial duties and analysis
of financial performance and figures in order to identify
any irregularities or errors.

Common control points have been communicated
and implemented to the subsidiaries. In connection
with the implementation, responsible persons in each
country prepared also a self-assessment of common
controls and prepared action plan to enhance controls
to the target level. Group finance supports subsidiaries
with the implementation activities by visiting subsidiar-
ies frequently and by providing additional guidance.

Financial reports prepared by the subsidiaries are
analysed by Affecto group management to identify
any irregularities or errors. In addition to the financial
reports, subsidiary management prepares a written

report of activities within the period in a standard form.
Group management organises business review meet-
ings at the country level half-yearly in which subsidiary
operations and finances are reviewed. Group financial
reports are prepared for the Affecto Board on a month-
ly basis. According its charter, the Board reviews and
approves interim financial reports, financial statement
releases and the financial statements.

Affecto does not have separate internal audit func-
tion. The function is generally carried out by financial
administration staff. Any audit results are reported
by the CFO to the Board's Audit Committee and to the
CEO. If necessary, reports can also be addressed di-
rectly to the entire Board of Directors. The Audit Com-
mittee can engage external advisors to perform evalua-
tions relating to control environment or other activities.

INSIDERS

Affecto complies with the Guidelines for Insiders is-
sued by the Helsinki Stock Exchange. In addition to the
Stock Exchange guidelines the company also applies
its own set of instructions. Permanent insiders are for-
bidden to trade in company shares during four weeks
before each result announcement.

The board members, CEO and the auditor are per-
manent public insiders by law. In addition, certain
members of the management have been named as
public insiders. Certain other company managers and
financial department employees have been named as
company-specific non-public insiders.

Project-specific insider registers are maintained on
company acquisitions and other projects which might
have a significant impact on the value of shares.

The shareholdings of company employees who are
public insiders may be viewed on the company’s in-
ternet web pages. The public insider register can be
reviewed at Euroclear Finland Ltd, Urho Kekkosen katu
5 C, Helsinki.

BONUS SYSTEM

Key personnel in the company are covered by an incen-
tive scheme which is based on the attainment of annu-
ally set targets. The targets set for individuals vary in
accordance with their duties and status. On the whole,
the targets are linked to the individuals’ performance
in relation to the net sales and results of the whole
company or the profit centre and/or the individual con-
cerned. The employees also have their own qualitative
targets, the attainment of which is assessed separately
from the financial targets.

The Board of Directors has set the targets for the
Chief Executive Officer. The Board’s Nominations and
Compensation Committee has set the targets for the
CEO's direct subordinates on the submission of the
CEO. The targets for other key personnel have been set
in the line organization under the direction of the CEO.

In 2009, the group paid approximately 6,3 million
euros as performance-related salaries and bonuses to
674 persons.

The Annual General Meeting held in March 2008 de-
cided a three-year option program for long-term bind-
ing and compensation. The option programs 2006 and
2008 are described in detail in the company’s internet
web pages.
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