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1 INTRODUCTION

This Corporate Governance State-
ment describes corporate gov-
ernance at the POP Bank Group.
This POP Bank Group Statement
applies to the POP Bank Centre
Cooperative (POP Bank Centre),
which acts as the central institu-
tion of the amalgamation of POP
Banks and, in accordance with

the Act on the Amalgamation of
Deposit Banks, controls and su-
pervises its member credit institu-
tions.

Bonum Bank Plc and POP Mort-
gage Bank Plc, the issuers be-
longing to the POP Bank Group,
prepare their own corporate gov-
ernance statements. In addition,
the other member credit institu-
tions of the POP Bank Centre pub-
lish their own corporate govern-
ance statements on their websites.

This Statement has been pre-
pared in accordance with the Act
on Credit Institutions. POP Bank
Centre’s operations comply with
the corporate governance princi-
ples described in this statement
and internal guidelines. This Cor-
porate Governance Statement and
POP Bank Group’s Financial State-
ments, Board of Directors’ Report
and Auditor’s Report are available
on the website of POP Bank Group
at www.poppankki.fi.



2 STRUCTURE OF POP BANK GROUP

2.1 POP Bank Group

The POP Bank Group is a Finnish fi-
nancial group that offers retail bank-

ing services for private customers

and small and medium-sized enter-
prises. The POP Bank Group consists
of the amalgamation of POP Banks

and entities in which the members

of the amalgamation exercise con-

trol together as referred to in the

Accounting Act. Entities in the POP
Bank Group that are not part of the
amalgamation are entities other than

credit and financial institutions or
service companies.

The POP Bank Group's operations are
governed by legislation such as the
Act on the Amalgamation of Deposit
Banks, the Act on Cooperative Banks
and other Credit Institutions in the

Form of a Cooperative, the Act on

Credit Institutions, the Act on Invest-
ment Services, the Cooperatives Act
and the Limited Liability Companies

Act.

POP BANK GROUP STRUCTURE

POP PANKKI -GROUP

AMALGAMATION OF POP BANKS

MEMBER COOPERATIVE BANKS

Member credit institutions

POP BANK CENTRE COOP

Central institution

BONUM BANK PLC

Central credit institution,

POP MORTGAGE BANK
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Mortgage bank,

member credit institution member credit institution

Companies included
in the consolidation groups

POP HOLDING OY

The legal structure of the POP Bank Group is described

in the figure above.



2 STRUCTURE OF POP BANK GROUP

22 Amalgamation Of
Pop Banks

The amalgamation of POP Banks
is an amalgamation of depos-

it banks in accordance with the
Act on the Amalgamation of
Deposit Banks. The amalgama-
tion of POP Banks comprises the
POP Bank Centre, which is the
central institution of the amal-
gamation; companies belonging
to the central credit institution’s
consolidation group; the central
institution's member credit insti-
tutions; companies belonging to
the member credit institutions’
consolidation groups; and credit
institutions, financial institutions
and service companies in which
the above-mentioned institutions
jointly hold more than half of the
voting rights.

According to the Act on the Amalgamation of Deposit Banks:

the central institution controls and supervises its member credit in-
stitutions;

the minimum capital requirement and liquidity of the companies be-
longing to the amalgamation are supervised in a consolidated man-
ner at the level of the amalgamation;

the central institution is liable for its member credit institutions’
debts, and the member credit institutions have an obligation to par-
ticipate in the support measures necessary to prevent the liquida-
tion of an individual member credit institution, and in the payment
of debt repaid by the central institution on behalf of an individual
member credit institution.

The central institution prepares the amalgamation’s Consolidated Fi-
nancial Statements and the Sustainability Report in accordance with
the Act on the Amalgamation of Deposit Banks.



2 STRUCTURE OF POP BANK GROUP

2.3 Pop Bank Centre Coop

POP Bank Centre coop is the
central institution of the amal-
gamation of POP Banks and it is
domiciled in Helsinki. The central
institution's members may include
credit institutions, as referred to
in the Act on the Amalgamation
of Deposit Banks, whose bylaws
or articles of association have
been approved by the central in-
stitution. The decision to admit a
member is made by the Supervi-
sory Board of the central institu-
tion.

According to the Act on the
Amalgamation of Deposit Banks,
the central institution is obliged
to supervise the operations of its
member credit institutions; issue
the member credit institutions
with guidelines on risk manage-
ment, reliable corporate gov-
ernance and internal control to
secure their liquidity and capital
adequacy; and provide them with
guidelines on compliance with
standardised accounting policies
in the preparation of the amal-
gamation’s Consolidated Finan-
cial Statements. In addition, the
central institution has the right to
confirm general operating princi-
ples for the member credit institu-
tions to follow in operations that

are relevant for the amalgamation.

At the cooperative meeting of
the central institution, the mem-
ber credit institutions of the POP
Bank Centre decide on the POP
Bank Group’s strategy, which sets
goals and priorities for operations.
The POP Bank Centre controls the
member credit institutions in line
with the confirmed strategy.



2 STRUCTURE OF POP BANK GROUP

2.4 Bonum Bank Plc

Bonum Bank Plc serves as the
central credit institution of the
amalgamation’s member credit
institutions. Bonum Bank Plc may
also engage in banking activities
other than central credit institu-
tion activities. In its role as central
credit institution, Bonum Bank Plc
participates, in accordance with
the instructions issued by the
central institution, in implement-
ing the amalgamation’s control
and supervisory tasks, especially
in relation to the management of
liquidity and balance sheet risk.

Bonum Bank Plc is a wholly owned
subsidiary of POP Bank Centre
and a member credit institution of
the amalgamation of POP Banks.
As a member credit institution,
Bonum Bank Plc is subject to the
central institution’s control of its
member credit institutions and,

as a subsidiary, to the corporate
steering of the central institution.

The highest decision-making
power at Bonum Bank Plc is vest-
ed in the General Meeting where
the central institution exercises
decision-making power as the
only shareholder. The General
Meeting elects the Board of Di-
rectors and the Board of Directors
elects the CEO.



2 STRUCTURE OF POP BANK GROUP

2.5 POP Mortgage Bank Plc

POP Mortgage Bank Plc engages
in mortgage banking operations.
POP Mortgage Bank Plc is respon-
sible for issuing covered bonds
and provides financial services to
the member credit institutions of
the POP Bank Group that grant
mortgage-backed loans through
the intermediary loans under the
Act on Mortgage Credit Banks
and Covered Bonds. Under POP
Mortgage Bank PIc’s intermediary
loan model, POP Mortgage Bank
Plc's balance sheet assets consist
of receivables from the member
credit institutions whose mort-
gage-backed loans are pledged
as collateral for covered bonds
issued by POP Mortgage Bank Plc.
POP Mortgage Bank Plc is a whol-

ly owned subsidiary of POP Bank
Centre and a member credit in-
stitution of the amalgamation of
POP Banks. As a member credit
institution, POP Mortgage Bank
Plc is subject to the central in-
stitution’s control of its member
credit institutions and, as a sub-
sidiary, to the corporate steering
of the central institution.

The highest decision-making
power at POP Mortgage Bank Plc
is vested in the General Meeting
where the central institution ex-
ercises decision-making power as
the only shareholder. The General
Meeting elects the Board of Di-
rectors and the Board of Directors
elects the CEO.



2 STRUCTURE OF POP BANK GROUP

2.6 POP Banks

POP Banks are independent de-
posit banks engaged in retail
banking operations that are mem-
ber credit institutions of the POP
Bank Centre. The POP Banks make
decisions on their activities inde-
pendently, in accordance with the
instructions and general operating
principles issued by the central
institution.

POP Banks are cooperatives
(cooperative banks), where the
highest decision-making power

is exercised by the cooperative
meeting formed of the members
of the credit institution or dele-
gates made up of elected mem-
bers. A member of each credit
institution has one vote at the
cooperative meeting and the del-
egates elections. The cooperative
meeting or the delegates elect
the credit institution’s Supervisory
Board, which elects the Board of
Directors. The CEOQ is, according to
the rules of the credit institution,
appointed by either the Supervi-
sory Board or the Board of Direc-
tors.

The consolidation groups of POP
Banks include real estate compa-
nies.




3 ADMINISTRATION OF POP BANK CENTRE

3.1 Cooperative Meeting

The highest decision-making body
of the POP Bank Centre is the co-
operative meeting. The members
of the cooperative, i.e. the repre-
sentatives of the central institu-
tion's member credit institutions,
exercise decision-making power
at the meeting.

POP Bank Centre has two ordinary
cooperative meetings each year.
The spring meeting deals with,
among other things, the adoption
of the previous financial year’s
Income Statement and Balance
Sheet and the Consolidated Fi-
nancial Statements. The autumn
meeting deals with, among other
things, the election of the mem-
bers of the Supervisory Board and
the auditor and the authorised
sustainability auditor.

An extraordinary cooperative
meeting is held if the Board of
Directors or the Supervisory Board
considers it necessary or if it is re-
quired by law.

At a cooperative meeting, a mem-
ber has the same number of votes
as its shares in the central insti-
tution. In addition, a member may
have additional votes based on its
capital adequacy, which is defined
in more detail in the central insti-
tution’s bylaws.

A member has only one vote in
the cooperative meeting if it has
received financial support, which
meets the criteria specified in the
central institution bylaws, for its
own financial difficulties based
on the cooperative’s decision. A
member whose minimum amount
of own funds has, during the pre-
vious calendar year, fallen below
that required by the EU Capital
Requirements Regulation or the
Act on Credit Institutions also
has only one vote at the meeting.
As subsidiaries of the POP Bank
Centre, Bonum Bank Plc and POP
Mortgage Bank Plc do not have
the right to vote at the POP Bank
Centre's cooperative meeting.

10



3 ADMINISTRATION OF POP BANK CENTRE

3.2 Supervisory Board

3.2.1 Composition of the Super-
visory Board and election of its
members

The Supervisory Board consists of
no less than three (3) and no more
than thirty-four (34) members
elected by the cooperative meet-
ing, so that one member is elected
from each member credit institu-
tion, but not from a subsidiary of
the central institution operating
as a member credit institution.
However, a manager or employee
from a member credit institution
which, under the central institu-
tion bylaws has only one vote at
the meeting may not be elected
to the Supervisory Board. At least
two thirds (2/3) of the members
of the Supervisory Board must

be elected from among persons
elected to a position of trust in
the member credit institutions’

bodies and the remainder from
among the managing directors of
the member credit institutions.

The Chair and Vice-Chair of the
Supervisory Board are elected at
the cooperative’'s autumn meet-
ing from among the members of
the Supervisory Board. Only the
Chair of the bank’s Board of Di-
rectors or the Chair of the Super-
visory Board may be elected Chair
or Vice-Chair of the Supervisory
Board.

The term of office of the members
of the Supervisory Board is three
years from the end of the cooper-
ative’s autumn meeting until three
years after the end of the next
autumn meeting. About a third

of the number of members leave
each year, first by drawing lots
and then by term of office.

If a new member is elected to the
Supervisory Board to replace a
member during the term of office,
the member will remain in office
until the end of the current term
of office. The term of office of a
member of the Supervisory Board
shall expire at the latest at the
end of the term of office during
which the member reaches the
age of 67.

The remuneration of the members
of the Supervisory Board is de-
cided by the cooperative meeting.
The members of the Supervisory
Board do not receive any other
benefits by virtue of their office.

11



3 ADMINISTRATION OF POP BANK CENTRE

3.2 Supervisory Board

3.2.1 Composition of the Super-
visory Board and election of its
members

Members of the Supervisory Board:

Harri Takala (Chair)
Ari Voutilainen (Vice-Chair)

Heikki Honkaniemi
Pentti Huostila
Tiina Jokinen
Timo Kivikoski
Aaro Koljonen
Petri Kotilainen
Pekka Liimatainen
Urpo Ojala

Sami Pokki

Kirsti Pukara

Tuija Riikonen
Hannu Saarimdki
Marja Savioja
Antti Savola
Markku Toivonen

Jussi Vaahtoniemi

entrepreneur

Istekki Oy, Director

Metsd Group, forestry expert
agricultural entrepreneur

SataDiag, radiographer

CEO of Kyron Seudun Osuuspankki
agricultural entrepreneur

Tilausmatkat Kotilainen, bus operator
agricultural entrepreneur

CEO of Kyyjdrven Osuuspankki

CEO of Nivalan Jarvikylan OsuuspankKi
retired, former agricultural entrepreneur
CEO of Lanneveden Osuuspankki
agricultural entrepreneur

CEO of Isojoen Osuuspankki

CEO of Kurikan Osuuspankki

City of Salo, farm relief worker

Ostrobothnia Police Department, Police Sergeant

12



3 ADMINISTRATION OF POP BANK CENTRE

3.2 Supervisory Board

3.2.2 Tasks of the
Supervisory Board

The Supervisory Board is responsi-
ble for supervising the governance
of the central institution, as car-
ried out by the Board of Directors
and the CEO, and that the oper-
ations of the central institution
are conducted in a professional
and diligent manner. In addition

to what is otherwise provided for
in the law and the rules of the co-

operative, the Supervisory Board
shall

supervise that the central insti-
tution’s operations are conduct-
ed in a professional and diligent
manner in accordance with the
law, these rules and in the inter-
ests of the members, and that
the approved guidelines and the
decisions of the cooperative
meeting are complied with;

elect and dismiss the CEO and
decide, in accordance with sec-
tion 15 of the rules, on the num-
ber of members of the Board of
Directors, elect and dismiss the
members of the Board of Direc-
tors and determine the remu-
neration of the Chair and mem-
bers of the Board of Directors
and appoint the Deputy CEO;

elect from among its members
an employment committee,
which acts as a nomination
committee, and an audit com-
mittee to prepare matters re-
lating to the performance of the
task referred to in paragraph 1
above, and any other necessary
committees, and adopt their
charters;

issue the Board of Directors
with a statement on the strate-
gy of POP Bank Group;

issue the cooperative’s annual
spring meeting with a state-
ment of the Financial State-
ments, Consolidated Financial
Statements and Annual Report;

deal with other matters pro-
posed by the Board of Directors.

13



3 ADMINISTRATION OF POP BANK CENTRE

3.2 Supervisory Board

3.2.3 Meetings of the
Supervisory Board

The Supervisory Board shall meet
at the invitation of the Chair or, in
their absence, the Vice-Chair, at
least twice a year, and shall have
a quorum when more than half

of the members are present. The
opinion supported by the majority
or, in the case of a tie, the decision
supported by the Chair, shall be
the decision. However, in the case
of an election, in the event of a tie,
the decision is made by drawing
lots.

At the meetings of the Supervisory
Board, the members of the Board
of Directors and the CEO have the
right to attend and speak.

14



3 ADMINISTRATION OF POP BANK CENTRE

3.2 Supervisory Board

3.2.4 Committees of the
Supervisory Board

3.241 Employment and
Nomination Committee

The Employment and Nomination
Committee is a body which pre-
pares matters related to the nomi-
nation of the members of the cen-
tral institution’s Supervisory Board
and Board of Directors, the CEO
and the Deputy CEO.

It also prepares matters concern-
ing the remuneration of the mem-
bers of the Board of Directors, the
members of the Supervisory Board
and the Chairs. The Committee
prepares the matters concerning
the CEQO’s salary when the CEO is
appointed.

3.24.2 Audit Committee

The Supervisory Board shall elect
an Audit Committee from among
its members to supervise that the
central institution’s operations
are conducted in a professional
and diligent manner in accord-
ance with the law, its rules and in
the interests of the members, and
that the approved guidelines and
the decisions of the cooperative
meeting are complied with.

The Audit Committee is also re-
sponsible for preparing a proposal
to the cooperative meeting re-
garding the election of the auditor
and any deputy auditor, as well as
a proposal for their remuneration.

15



3 ADMINISTRATION OF POP BANK CENTRE

3.3 Board Of Directors

3.3.1 Composition of the Board of
Directors and election of its mem-
bers

The Board of Directors of the cen-
tral institution consists of no less
than five (5) and no more than
eight (8) ordinary members elected
by the Supervisory Board. At least
half of the members of the Board
of Directors must be elected from
among persons who have an em-
ployment relationship or executive
contract with the bank. If such a
member’'s employment or execu-
tive contract with the bank ends,
the member’s term of office on the
Board shall end immediately.

In terms of its duties, the Board
must have sufficient and diverse
expertise and experience in the
bank’s business operations and

the related risks. The diversity of
the Board is considered to be a key
factor that has a positive impact
on the bank’s efficiency, competi-
tiveness and risk management and
promotes highly competent Board
work. The Board also evaluates the
independence of its members and
ensures that some of the members
of the Board are independent.

The Board elects its Chair and
Vice-Chair from among its mem-
bers. The Chair and Vice-Chair
must have an employment rela-

tionship or executive contract with
the bank.

The term of office of the members
of the Board of Directors shall be
three years, beginning upon clos-
ing of the Supervisory Board’s
meeting, which elects the Board

of Directors, and terminating

upon closing the next Supervisory
Board’s meeting that is held after
three years. About a third of the
number of members leave each
year according to term of office.

If a new member is elected to the
Board of Directors to replace a
member during the term of office,
this member will remain in office
until the end of the current term
of office. The term of office of a
member of the Board of Directors
shall expire at the latest at the end
of the term of office during which
the member reaches the age of 67.

The remuneration of the members
of the Board of Directors is decid-
ed by the Supervisory Board. The
members of the Board of Directors
do not receive any other benefits
by virtue of their office.

16



3 ADMINISTRATION OF POP BANK CENTRE

3.3 Board Of Directors

3.3.1 Composition of the Board of
Directors and election of its mem-
bers

Members of the Board of Directors:

Timo Kalliomaki (Chair)
Mikko Seppdnen (Vice-Chair)
Jatta Heikkila

Mika Mdenpdda

llkka Lahteenmdki

Marja Pajulahti

Matti Vainionpdd

CEO of Suomen Osuuspankki
CEO of Lammin Osuuspankki
CEO of Konneveden Osuuspankki
CEO of Lavian Osuuspankki

Associate Professor, Aalto University,
University of Oulu, HankenSchool of Economics

Managing Director of Live Foundation

Board professional

17



3 ADMINISTRATION OF POP BANK CENTRE

3.3 Board Of Directors

3.3.2 Duties of the
Board of Directors

The Board must manage the cen-
tral institution in a professional
manner and in accordance with
sound and prudent business prin-
ciples. In its operations, the central
institution must not be exposed to
such a high degree of risk that it
poses a material threat to its capi-
tal adequacy or liquidity.

The Board’s tasks include:

- to be responsible for the appro-
priate and reliable organisation
of the central institution’s ad-
ministration and operations;

- to ensure the appropriate or-
ganisation of the control of the
central institution’s accounting
and asset management;

- to approve the POP Bank
Group’s strategy

- to ensure that the strategy,
principles and objectives of the
central institution are moni-
tored reliably;

- to decide on the central institu-
tion’s organisational structure
and on the powers conferred
upon the CEOQO, the members of
the Executive Board and other
central institution employees;

to elect and dismiss the mem-
bers of the Executive Board
and the director responsible for
audit activities, and determine
their salary and other benefits;

to decide on the main lines of
the salary development and
remuneration policy of the cen-
tral institution’s employees and
the remuneration schemes to
be implemented at the central
institution, and to monitor and
evaluate the effectiveness and
impact of the remuneration
schemes and compliance with
them;

to decide and approve the gen-
eral internal guidelines gov-
erning the central institution’s
functions and supervise compli-
ance with them;

18



3 ADMINISTRATION OF POP BANK CENTRE

3.3.2 Duties of the
Board of Directors (continued)

- to regularly assess the effec-
tiveness of the central insti-
tution’s corporate governance
systems and take the necessary
measures to remedy any short-
comings;

- to decide on changing the POP
prime rate;

- to decide on convening a coop-
erative meeting;

- to decide on the persons enti-
tled to sign for a company;

- to represent the central institu-
tion and sign for it;

- to process audit reports, risk
assessments, reports and ob-
servations on the activities of
the central institution and mon-
itor the implementation of the
measures required by them;

- to prepare and make proposals

on matters to be decided by the
Supervisory Board and cooper-
ative meeting;

to supervise compliance with
legislation, the instructions and
orders issued by the authorities
and the central institution by-
laws, as well as the implemen-
tation of the instructions and
objectives issued by the cen-
tral institution’'s bodies and the
implementation and observance
of decisions.

19



3 ADMINISTRATION OF POP BANK CENTRE

3.3 Board Of Directors

3.3.3 Meetings of the
Board of Directors

The Board shall convene at the
invitation of the Chair or, in his
absence, the Vice-Chair, when-
ever they consider it appropriate.
The Chair or Vice-Chair shall also
convene a meeting of the Board of
Directors if the CEO of the cen-
tral institution or a member of the
Board of Directors so requests. The
Board has a quorum when more
than half of the members are pres-
ent. The opinion supported by the
majority or, in the case of a tie, the
decision supported by the Chair,
shall be the decision. However,

in the case of an election, in the
event of a tie, the decision is made
by drawing lots.

The Chair and Vice-Chair of the
Supervisory Board have the right
to attend and speak at Board
meetings. The CEO of the central
institution has the right to attend
and speak at Board meetings, un-
less the Board decides otherwise
for a specific meeting or matter.

20



3 ADMINISTRATION OF POP BANK CENTRE

3.4 CEO

The CEO is in charge of POP Bank
Centre's day-to-day management
and governance in accordance
with the instructions and orders
issued by the Board. The CEO shall
be elected and dismissed by the
Supervisory Board of the central
institution. The Supervisory Board
approves the CEQO’s executive con-
tract. However, the Board of Direc-
tors decides on the development
of the CEO's salary and other ben-
efits.

To be appointed CEO or Deputy
CEO, candidates must have suffi-
cient education, appropriate pro-
fessional experience for the role,
leadership experience and excel-
lent management skills, as well as
the qualities that are required to
succeed in the role of CEO.

The CEO has the right to represent
the central institution in such mat-
ters that fall within their duties in
accordance with the law and by-

laws and the charter. The CEO may

undertake measures that are un-
usual or extensive, considering the
scope and quality of the central

institution’s operations, only with
the authorisation of the Board of
Directors, or if it is not possible to
wait for the Board’s decision with-
out causing material harm to the
central institution’s operations. In
the latter case, the Board must be
informed about the measures as
soon as possible.

The CEO at POP Bank Centre

is Jaakko Pulli, M.Sc. (Econ). The
Deputy CEO at POP Bank Centre
is Arvi Helenius, LL.M.

21



3 ADMINISTRATION OF POP BANK CENTRE

3.5 Executive Management

The executive management of the
central institution shall mean the
CEO and the employees direct-

ly subordinate to the CEO who, in
addition to the CEOQ, effective-

ly manage the operations of the
central institution. The central ins-
titution’s executive management
comprises the CEO and the mem-
bers of the Executive Board. The
Board of Directors of the central
institution appoints an Executive
Board which has the task of assis-
ting the CEO. The members of the
Executive Board must have suffi-
cient experience and expertise to
carry out their tasks and sufficient
time for the work of the Executive
Board.

Members of the Executive Board:

Jaakko Pulli (Chair) CEO
Arvi Helenius CLO, Deputy CEO
Eija Ahola CFO
Hannu Kaijomaa CRO
Nuutti Hirma COO
Rainer Sahlberg CTO

In addition, Pia Ali-Tolppa, CEO Bonum Bank Plc and Anne-Maarit Makkonen,
Chief Audit Executive of POP Bank Centre coop have the right to attend the

meetings of the Executive Board.

22



3 ADMINISTRATION OF POP BANK CENTRE

3.6 Pop Bank Centre’s
Subsidiaries

The governing bodies of POP Bank
Centre Group subsidiaries Bonum
Bank Plc and POP Mortgage Bank
Plc carry out their duties in ac-
cordance with the law, official reg-
ulations, bylaws and the Articles of
Association.

In their decision-making, Bonum
Bank Plc and POP Mortgage Bank
Plc take into account the policies
issued by POP Bank Centre, which
may concern the goals of the
company’s operations and its level
of risk-taking, as well as its brand
and partnerships, for example.

The Board of Directors of the POP
Bank Centre monitors the policies
regularly, and updates them if nec-
essary.

The main task of the Board of

Directors of Bonum Bank Plc and

POP Mortgage Bank Plc is to en-

sure good corporate governance

and the appropriateness of the

company’s operations in terms

of the Group's strategy and op-

erational efficiency. They have no

strategic agenda of their own that

is different from the Group’s strat-

egy.

The subsidiaries need the approv-

al of the Board of Directors of the

POP Bank Centre before making

the following decisions, for exam-

ple:

- material changes in the nature
or scope of its operations;

- decisions with a significant im-
pact on the need for capital;

- partnerships that deviate from
the policies issued by the par-
ent company.

In the process of appointing and
discharging the CEO and Deputy
CEQ, the subsidiaries’ Board of Di-
rectors must consult the Board of
the POP Bank Centre.

The CEO of the POP Bank Centre
must ensure that Bonum Bank Plc
and POP Mortgage Bank Plc are
informed about all decisions made
by the POP Bank Centre that af-
fect their operations.

23



& RELIABLE ADMINISTRATION

4.1 Fitness And Propriety
Of Management

The central institution and mem-
ber credit institutions must be
managed in a professional manner
and in accordance with sound and
prudent business principles. The
central institution and member
credit institutions must adhere to
the principles of reliable adminis-
tration and maintain a sound cor-
porate culture.

The members of the Supervisory
Board, the members of the Board
Directors and the members of its
executive management must have
expertise and experience in the
business operations and manage-
ment of a credit institution, as well
as the related risks, to the extent
that is necessary for their tasks
and the quality, scope and diver-

sity of the credit institution’s op-
erations. In addition, a member of
the Supervisory Board, a member
of the Board of Directors and an
member of the executive manage-
ment must have sufficient time to
carry out their duties.

The fitness, propriety and profes-
sional skills of the members of the
Board of Directors and Supervisory
Board, the CEO and the Deputy
CEO are evaluated by conduct-
ing Fit & Proper assessments. An
assessment is also made of all
the members of the central insti-
tution’s Executive Board and the
persons responsible for internal
audit, risk management and the
compliance function. The Fit &
Proper assessments of the per-

sons responsible for management
and key functions is based on the
binding guidelines of the central
institution based on the provisions
and guidelines of the Act on Credit
Institutions, the European Banking
Authority (EBA) and the Financial
Supervisory Authority.

Assessments are made whenever
a new person is selected to serve
in one of the capacities mentioned
above. Assessments are also made
when a person is selected to con-
tinue in their previous capacity. In
addition, assessments are made
when three years have elapsed
since the previous assessment or
if a person’s fitness, propriety or
professional skills are called into
question.
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& RELIABLE ADMINISTRATION

4.2 Diversity

The diversity of the Board of Di-
rectors and the Supervisory Board
is maintained and promoted ac-
tively in the bank. When planning
the composition of the Board, it
must be ensured that the neces-
sary expertise is represented at
any given time. The aspects con-
sidered when assessing diversity
include age, gender, professional
background and educational back-
ground, for example.

The aim is to select persons for the
Board of Directors and the Super-
visory Board who are best suited
to serve on the Board of Directors
or the Supervisory Board, taking
into account the current com-
position of the body in question.
However, members of manage-

ment must not be recruited purely
to increase diversity if this would
weaken the collective functioning
and suitability of the management
or reduce the suitability of individ-
ual members of management for
their duties.

Equal gender representation on the
Board is an important dimension
of diversity that is maintained and
promoted. The goal is equal gen-
der representation on the Board

of Directors. As a rule, a candidate
representing the underrepresent-
ed gender must be selected if they
are equally competent and, based
on an objective assessment, a rep-
resentative of the other gender is
not more suitable for the task.
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& RELIABLE ADMINISTRATION

4.3 Evaluation

Of Board Work
To ensure the efficiency of its work, The Board shall evaluate the com-
the Board of Directors shall eval- petence and skills, experience and
uate its operations and working diversity necessary for its work,
methods annually and its collec- the profiles and capabilities of
tive suitability at least every three  new members, and the criteria and
years. procedure for selecting the exec-

utive management. The evaluation
should focus on the composition
of the Board of Directors, the or-
ganisation and functioning of the
Board as a team, the meeting
preparations, cooperation with
the CEO, the competence of each
board member and the Board as

a team, and the efficiency of the
Board'’s work.
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S [INTERNAL AND EXTERNAL CONTROL

5.1 Internal Control

Effective and reliable internal con-
trol forms the basis for the man-
agement of operations. Internal
control covers financial and other
control. The purpose of internal
control is to ensure that the strat-
egy, objectives and practices es-
tablished by the credit institution’s
senior management are achieved
successfully and as planned, risks
are managed appropriately, opera-
tions and related reporting are ef-
fective and reliable, and that com-
pliance with regulations relating
to various functions is monitored.
All entities in the group must have
sufficient, effective and reliable
internal control which also covers
all outsourced activities.

Internal control is implemented in
all functions and at all levels of
the organisation of the POP Bank

Group. Internal control should cov-
er all functions, branches, custom-
er service channels, processes and
essential individual tasks. Inter-
nal control is implemented by the
Board of Directors, the CEO and
other management and person-
nel, as well as independent control
functions.

The primary responsibility for the
implementation of practical inter-
nal control and risk management
measures rests with the credit
institution’s line organisation re-
sponsible for the actual function
in the first line of defence. The first
line of defence is complement-

ed by the second and third lines

of defence, which are organised
through the central institution’s
independent control functions. The
independent control functions in

the amalgamation are compliance,
risk management and internal
audit. Compliance and risk man-
agement comprise the second line
of defence and internal audit the
third line of defence.

As part of internal control, the
amalgamation has implemented a
whistle-blowing mechanism that
enables the Group’s employees to
report, internally through an inde-
pendent channel, suspected viola-
tions of rules and regulations con-
cerning the financial market in the
POP Bank Group.

The POP Bank Centre’s Board of
Directors has confirmed guidelines
on the organisation of internal
control.
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5.2 Risk Management Function

The purpose of the central insti-
tution’s independent risk man-
agement function is to ensure the
adequacy, functioning and effi-
ciency of risk management of the
member credit institutions in the
amalgamation and to ensure that
the central institution’s Board has
an overall view of the risks to and
management of the member cred-
it institutions and companies in
the amalgamation at the level of
the member credit institution and
amalgamation. To achieve this, the
risk management function is re-
sponsible for compiling and main-
taining guidance on the subject
area, and implementing and re-
porting of risk management.

The risk management function
aims to ensure business conti-
nuity in all circumstances, by en-
forcing control limits and limits
defined and approved according
to risk appetite and capacity. The

objective is to proactively iden-
tify, measure, manage and report
key risks that could threaten the
capital adequacy and/or liquidi-

ty of an individual member credit
institution or the amalgamation. In
addition, the activities aim to raise
awareness of the amalgamation’s
key risks and to have a positive
influence on the overall risk culture
in the amalgamation’'s member
credit institutions and the central
institution.

The organisation of the risk man-
agement function is the respon-
sibility of the Chief Risk Officer
(CRO) within the framework ap-
proved by the Board of Directors.
The CRO and the employees of
the risk management function are
independent of the functions of
the member credit institutions and
companies that they supervise.
The basic task of the risk man-
agement function is to monitor the

risk and capital adequacy posi-
tion of the amalgamation and its
member credit institutions. The risk
management function is respon-
sible for forming a comprehensive
understanding of the risks inherent
in the business of the amalgama-
tion and its member credit institu-
tions, for developing methods and
procedures for identifying, meas-
uring and controlling risks, and
coordinating the capital adequacy
management process, risk man-
agement and reporting.

The risk management function en-
sures that the combined effect on
profit and own funds of the sig-
nificant risks taken by all member
credit institutions in their business
activities is reported regularly to
the Board of Directors. The risk
management function provides
the Board of Directors with regular
reports on its activities and find-

ings. o8



S [INTERNAL AND EXTERNAL CONTROL

5.3 Compliance

The compliance function of the
amalgamation of POP Banks is
centralised in POP Bank Centre.
The aim of the compliance func-
tion is to ensure that all the opera-
tions comply with the law, official
instructions and regulations, mar-
ket self-regulation, and the guide-
lines and general operating prin-
ciples of the amalgamation of POP
Banks. The compliance function
prepares an annual action plan
that is reviewed by the Board of
Directors of the POP Bank Centre.

The compliance function aims to
contribute to reducing the finan-
cial losses related to the bank’s
operations that may result from
non-compliance with regulations,
sanctions imposed by the super-

visory authority, negative impacts
on the corporate image or loss of
reputation.

The Boards and executive mana-
gements of the POP Bank Group’s
entities are responsible for ensu-
ring compliance with regulations.
The compliance function assists
the Board, executive management
and other functions in managing
the risk related to non-complian-
ce through proactive guidance
and the monitoring of compliance
with regulations, agreements and
procedures. The compliance fun-
ction reports regularly on its ope-
rations and observations to the
Board of Directors and executive
management.
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5.4 Internal Audit

Internal audit involves independ-
ent, objective assessment and ver-
ification operations. The purpose
of the operations is to support the
Supervisory Boards, the Boards of
Directors and the executive man-
agement of the entities belonging
to the POP Bank Group in achiev-
ing goals by providing a system-
atic approach to the assessment
and development of the effective-
ness of the organisation’s supervi-
sory, management and governance
processes and risk management.

The internal audit unit of the cen-
tral institution is responsible for
the implementation of the internal
audit for the amalgamation as a
whole. Internal audit prepares an
annual audit plan based on the
priorities identified in the internal
risk mapping and defined by the

Board of Directors and executive
management for the amalgama-
tion’s central institution and mem-
ber credit institutions. The audit
plan is approved by the Board of
Directors of the central institution.

Audit observations concerning
member credit institutions are
reported to the Board of Directors
and CEO of the member credit
institution in question. The internal
audit function also reports regu-
larly on its operations and obser-
vations to the Supervisory Board,
Board of Directors and CEO of the
central institution. POP Bank Cen-
tre’s Board of Directors has con-
firmed the operating principles for
internal audit.

In its operations, the internal audit
function complies with generally
accepted international profession-
al standards and ethical principles
of internal audit.
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5.5 Audit Of The Accounts

The Financial Statements of the
POP Bank Group must be pre-
pared in accordance with the In-
ternational Financial Reporting
Standards (IFRS) referred to in
the Accounting Act. According to
these standards, other significant
entities belonging to the POP Bank
Group must also be consolidated
in the Financial Statements. The
accounting policies are set out in
more detail in the notes to the Fi-
nancial Statements.

The central institution is required
to issue instructions to mem-
ber credit institutions to observe
uniform accounting policies in
the preparation of the POP Bank
Group’s Financial Statements.
Member credit institutions are
obliged to provide the central in-

stitution with the information nec-
essary for the consolidation of the
POP Bank Group’s Financial State-
ments.

The central institution has one
auditor, which must be a firm of
authorised public accountants. The
auditor is elected by the coopera-
tive meeting. The auditor’s term of
office is a calendar year. The au-
ditor also audits the Consolidated
Financial Statements referred to

in the Act on the Amalgamation of
Deposit Banks. The central institu-
tion and its auditors shall have the
right to obtain a copy of the doc-
umentation regarding the audit of
the member credit institution for
the purpose of auditing the POP
Bank Group’s Consolidated Finan-
cial Statements.

A member credit institution is not
obliged to publish an Interim Re-
port in accordance with chapter
12, section 12 of the Act on Credit
Institutions, or the capital ade-
quacy information required by the
EU Capital Adequacy Regulation
(so-called Pillar lll capital adequa-
cy information). The information
required in accordance with the
EU Capital Adequacy Regulation is
published in a separate report on
the amalgamation of POP Banks.
The central institution’s auditing
firm is KPMG Oy Ab and the prin-
cipal auditor is Tiia Kataja. There
are also other auditing firms and
authorised public accountants who
are the auditors of the member
credit institutions of POP Banks.
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6 INSIDER ADMINISTRATION

The Board of Directors of POP
Bank Centre confirms and regu-
larly updates the guidelines con-
cerning insider registers and the
obligation to disclose securities
holdings, as well as trading rules,

for its member credit institutions.

Insider and trading guidelines are
based on the Market Abuse Regu-
lation, securities market legislation
and regulations issued by the Fi-
nancial Supervisory Authority, for
example.
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7 RELATED PARTY TRANSACTIONS

The POP Bank Group complies
with regulations regarding relat-
ed parties. The POP Bank Centre
and the member credit institutions
maintain a list of the people and
entities that are related parties
and the credit decisions of the
credits granted to them. As a gen-
eral rule, the Board of a member
credit institution makes decisions
on and amendments to lending to
related parties and corresponding
other financing and approves the
general terms and conditions ap-
plicable to related-party lending.

Credit may be granted to the CEO
and Deputy CEO as well as to the
executive management under em-
ployee terms and conditions. If
credit is granted to these persons
under employee terms and condi-
tions, the decision to grant credit
must always be taken by the Board
of Directors.

Investment in companies that are

related parties is an exception and
is only done based for particularly

weighty reasons.
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8 REMUNERATION

In the POP Bank Group, remuner-
ation is company-specific, and
there is no uniform remuneration
scheme in place in the POP Bank
Group. The remuneration schemes
must, however, be in line with
each member credit institution’s
or company’s business strategy,
goals and values and meet the
company’s long-term interests.
The remuneration schemes must
also be consistent with sound
and effective risk management
and risk-bearing capacity. The
remuneration does not encour-
age risk-taking in operations that
would exceed a level of risk that
is determined by the member
credit institution’s or company’s
risk-bearing capacity or that is
otherwise sustainable.

The remuneration principles in the
entities of the amalgamation of
POP Banks are set by the Board

of Directors of each entity, which
also monitors and supervises com-
pliance with the remuneration
schemes and regularly evaluates
their effectiveness. The execu-

tive management is responsible
for implementing remuneration in
accordance with the confirmed
remuneration principles. The amal-
gamation of POP Banks does not
have a joint remuneration com-
mittee to manage its remuneration
scheme. This has not been con-
sidered necessary, as each entity
belonging to the amalgamation
decides on its own remuneration
independently.

At least once a year, the amal-
gamation’s internal audit verifies
compliance with the remuneration
scheme approved by the Board

of Directors. Internal audit pro-
vides an annual summary report
to the central institution’s Board

of Directors on the remuneration
schemes and compliance with
them.

In the amalgamation of POP
Banks, the remuneration of control
activities independent of business
activities is not dependent on the
performance of the business unit
under supervision.

In those entities of the amalgama-
tion of POP Banks where variable
remuneration is in use, there are
different remuneration schemes.
The schemes differ, for example, in
terms of the employees they in-
clude, the amount of remuneration
and the remuneration criteria. In
the remuneration scheme of the
amalgamation’s entities, variable
bonuses may not exceed 100% of
the fixed annual salary.
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8 REMUNERATION

The Board of Directors may decide
not to pay the variable remunera-
tion either in part or in full, for ex-
ample if the capital adequacy of a
member credit institution has fall-
en below a specified level.

The criteria for the payment of
severance pay and other similar
remuneration paid to an employee
if an employment relationship ends
prematurely shall be such that the
compensation does not reward un-
successful performance.

The deferment of variable remu-
neration and payment in any other
form than cash is not applied to
beneficiaries whose variable re-
muneration does not exceed EUR
50,000 per year and does not rep-
resent more than one third of their
total remuneration.

The amalgamation of POP Banks
has identified significant risk tak-
ers that may affect the risk profile
of the amalgamation or a mem-
ber credit institution or that may,
through their activities, expose
the amalgamation or the mem-
ber credit institution to significant
financial risk. The group of person-
nel affecting the risk profile in the
amalgamation includes members
of the Board of Directors, members
of the Supervisory Board, CEOs
and other members of senior man-
agement, as well as other persons
who hold management positions in
internal control functions or signif-
icant business units. Each Group
entity is responsible for ensuring
that information is accurate and
up-to-date.

Member credit institutions pub-
lish a report on their websites on
compliance with the provisions

of the Act on Credit Institutions
regarding remuneration. Salaries
and fees for the financial period
are presented in the notes to the
POP Bank Group’s Financial State-
ments. The information required by
Article 450 of the EU Capital Ad-
equacy Regulation No 876/2019 on
the remuneration of persons with a
material impact on the risk profile
of the POP Bank Group is present-
ed in a Pillar lll report that is sepa-
rate from the Financial Statements
and the Annual Report.
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