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In this report, we discuss Elo’s operations
and responsibility in 2021. We will issue the
Board of Directors’ Report, Financial State-
ments and Corporate Governance Statement
as separate reports.
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CEO’sreview 2021

RESPONSIBILITY

INVESTING CLIMATE

CUSTOMERS

PERSONNEL OPERATING METHODS

The year 2021 was a very exceptional year worldwide. The second year of the COVID-19
pandemic and various restrictions challenged national economies, businesses and every one

of us. However, adaptation to the changing operating environment was strong and the economy

recovered remarkably well in spite of the pandemic. The recovery was reflected both in the
good development of Elo’s investment returns and in the payrolls of the client companies.

In 2021, economic growth was globally stronger than
it has been for decades. During the year, Elo’s invest-
ments generated a return of 14 per cent, which is the
best annual return in Elo’s history.

In accordance with our responsibility programme, we
work together to build a sustainable society, working life
and environment for future generations. Our responsible
investment operations safeguard pensions and lay down
a foundation for a sustainable future across genera-
tions. Responsible investment is guided by Elo’s strat-
egy and investment plan, the principles of responsible
investment, ownership policy and climate strategy.

We assess the responsibility of our investment targets
from the perspective of environmental responsibility,
social responsibility and good corporate governance. In
September 2021, Elo signed the Net Zero Asset Owner
Commitment to achieve net zero investment portfolio
in line with the goals of the Paris Agreement. We are
committed to reducing our portfolio’s carbon footprint,
increasing investments in climate solutions, setting
interim targets and engaging in line with our goals.

Elo’s engagement strategy for investments was
updated in 2021. Engagement means dialogue with
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companies and asset managers and other stakehold-
ers with the aim of more sustainable business prac-
tices. We engage with our investment companies and
managers either by ourselves or in collaboration with
other investors and stakeholders. Engagement with
investments is more effective when other investors are
involved.

Assets accumulated in the Finnish pension system
currently only cover about a quarter of the promised
pension liabilities. In order to deliver on our promises
to future pension recipients, we will need either higher
pension contributions or higher investment returns
in the future. An increase in pension contributions is
likely to put a strain on economic growth and weaken
the long-term commitment of future contributors to
the common pension system. Therefore, it is important
that we bring about a regulatory change that allows
pension companies to have a higher level of risk and
higher returns on investment in their portfolios. | see
this change as a key element in building responsible
pension security.



From the point of view of future pension recipients’
livelihoods, it is important to ensure the work ability of
workers and the integrity of their careers. One way of
doing this is through vocational rehabilitation, with which
we create the preconditions for participating in working
life despite the weakening of work ability. Correct timing,
rehabilitations plan that meets the customers’ needs and
motivated rehabilitees are decisive factors in the success
of rehabilitation. During 2021, we developed methods for
measuring the effectiveness of rehabilitation. The impact
is illustrated, for example, by the proportion of rehabi-
litees who are available to the labour market at the end of
rehabilitation.

The COVID-19 pandemic appears to have made people
postpone their retirement. The number of people retiring on
old-age pension decreased, as did the number of people
retiring on disability pension. The extension of careers has
progressed even faster than the objectives set out in the
employment pension reform of 2017. The aim has been to
achieve an average retirement age of 62.4 years by 2025
at the latest. This level was reached already in 2021. Over
time, it should be seen whether this is a permanent change
due to the pension reform or whether the impact of the
exceptional coronavirus pandemic is significant.

Positive news during the coronavirus pandemic included
the increase in the birth rate, which plays an important role
in demographic development and the sustainability of the
pension system. Statistics Finland’s population projection
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assumes a birth rate of 1.45, while its previous projection
assumed a birth rate of 1.35.

Elo’s corporate governance and management system was
revised and streamlined extensively during the year. In June
2021, FIN-FSA requested plans from Elo’s Board of Directors
for clarifying Elo’s management and administration system
and ensuring the operational possibilities of internal control.
The plan was prepared within the imposed schedule, and the
Financial Supervisory Authority has given positive feedback
on the planned measures, most of which have already been
implemented. Co-operation with the Financial Supervisory
Authority’s representative has worked well and will continue
for the time being, until the Financial Supervisory Authority
assesses that the new practices have been internalised and
found to be effective.

At the beginning of 2022, we launched extensive strategy
work aimed at ensuring constantly developing excellent ser-
vice and seamless pension security for all of our customers.
We are aware of our responsibility for our most important
task: the implementation of employment pension security.

| want to thank all of our customers, partners and person-
nel for their co-operation during the past year.

Carl Pettersson
Chief Executive Officer

Carl Pettersson took up his post as Elo’s new CEO on 7 October 2021.
Satu Huber served as CEO of Elo until 16 March 2021 and Hanna
Hiidenpalo as interim CEO from 16 March to 6 October 2021.
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At the beginning of 2022,

we launched extensive strate-
gy work aimed at ensuring
constantly developing excel-
lent service and seamless
pension security for all of our
customers.

OPERATING METHODS
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Eloin 2021
Elo’s cash flows

An employment pension provides income security

We insure both the employees of our We safeguard the future pensions .
. . > . . when an employee or self-employed person retires.
customer companies and by investing pension assets in a . .
' We grant and pay pensions correctly and on time to
self-employed persons. profitable and secure manner.

our pension recipients.

i ; . - Pensions and
' Employees Premiums written Elo's investment assets

_._ other benefits paid Pension recipients
AR LR~ 4,036 2 29,400 4030 VL GEDD)
b EUR million EUR million EUR million
. Self-em*ployggi ersons Investment income 3,621 EUR million

To strenghten solvency 1,516 EUR million
To funds for future pensions 1,921 EUR million
Elo’s operating costs 89 EUR million
Customer bonuses 100 EUR million
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RESPONSIBILITY

Elo 2021

SUMMARY OF KEY FIGURES

COMPANY SIZE

RESULT

Premiums written, EUR million

Pensions and other benefits paid, EUR million ¥
Technical provisions, EUR million

Pension assets, EUR million ?

TyEL payroll, EUR million

YEL earned income sum, EUR million

Number of TyEL policyholders

Number of TyEL insured

Number of YEL policyholders

Number of pensioners

Number of personnel (average work contribution)

Loading profit, EUR million
Operating expenses as % of loading component
Transfer to client bonuses, EUR million
Transfer to client bonuses (%) of TyEL payroll
Solvency capital, EUR million

ratio to solvency limit
Pension assets, % of technical provisions
Net investment income at fair values, EUR million
Net return from investment on capital employed, %

INVESTING CLIMATE

31.12.2021

4,035.9
4,030.2
23,750.4
29,982.5
14,873.9
1,770.5
51,200
415,500
84,500
246,100
490

34.0
72.4%
100.5
0.68%

6,573.4
1.6
128.1%
3,621.3
14.0%

Y Claims paid as shown in the income statement without expense loading components available for claims and working ability maintenance.
2 Technical provisions + solvency capital
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31.12.2020

3,615.6
3,891.9
22,381.4
26,419.6
14,106.8
1,757.7
48,300
393,100
83,600
243,600
490

33.2
72.0%
27.7
0.20%
5,055.4
1.6
123.7%
900.9
3.6%

PERSONNEL
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Responsibility
atElo

Responsibility is included in Elo’s basic
task. We make sure that our customers
receive the pensions they have earned
- today and in the future.

Change of operating environment

Transformation of work
Digitalisation of society
Challenging economic environment
Customer needs
Climate change

RESPONSIBILITY INVESTING CLIMATE

According to Elo’s strategy specified until 2022, our mission
statement is “Taking care of customers’ pension interests
responsibly” and our vision is “The most convenient and
convincing - passionately in your everyday life”. In the dis-
tributed employment pension system, the justification of our
existence is that we continuously develop our solvency, oper-
ational efficiency and customer satisfaction. Our values, or
the cornerstones of our corporate culture, are “Elo’s interest
is my interest”, “Trust and transparency” and “Customers
and partners are in focus”. Elo’s new strategy work was
launched at the beginning of 2022.

Strategic themes

Solvent and ELO’S VISION
responsible The most
convenient and

convincing -

Customer understanding, ) €
passionately in your

iti Customer experience
Competitive factors p everyday life

MISSION STATEMENT Taking care of customers’ pension interests responsibly
Competent Solvent Efficient

VALUE . .

. UES Elo’s interest is Trust and Customers and

i.e. the cornerstones . .
my interest transparency partners are in focus

of corporate culture

ELO ANNUAL AND RESPONSIBILITY REPORT 2021
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Elo’s responsibility programme
Elo’s responsibility programme was updated in 2020. The
programme is based on a materiality assessment, in which
Elo’s stakeholders were involved through a questionnaire and
interviews. The responsibility programme is strongly based
on our basic mission, as well as on current and future legisla-
tion relating to responsibility. The assessment of materiality
focused on Elo’s economic, social and environmental impacts
and how significant they are, as well as our stakeholder
expectations. Elo’s Board of Directors approved the guidelines
of the responsibility programme in December 2020.

Elo’s responsibility programme consists of three themes:

1. Sustainable society - this includes financial responsibil-
ity and the careful execution of our core task.

2. Sustainable working life - this includes social responsi-
bility in our customer operations, investments and own
operations.

3. Sustainable environment - this includes the mitigation
of the impacts of climate change as well as approaches
related to the environment and efficient use of
resources. (GRI 103-1)

RESPONSIBILITY INVESTING CLIMATE CUSTOMERS

The objectives and key performance indicators (KPIs) that
complement the responsibility programme were developed
during the spring and summer of 2021. The indicators
were approved by the Board of Directors of Elo in autumn
2021. As an employment pension company, responsibility is
strongly embedded in our core business. That is why some
of the KPIs in our responsibility programme are indicators for
our core business. These indicators are complemented by
the GRI standards on sustainability. In addition to the above,
Elo has additional objectives reflecting sustainable develop-
ment. Their development is monitored and their achievement
is reported in the annual and responsibility report.

Responsibility is an area of continuous development and
the indicators will develop as Elo’s operations, objectives and
measurement capability develop. As responsibility is devel-
oped further, some of the indicators will also be omitted and
changed.

PERSONNEL OPERATING METHODS

We work to promote social and environmental sustainability together with Elo’s employees, customers and the global investor community.

We work to promote social and In sustainable working life, people In a sustainable society, pension

environmental sustainability with reduced working capacity, young security and our services respond to

together with Elo’s employees, people, the elderly and minorities are changing customer needs. The

customers and the global provided with opportunities to basic task of an employment

investor community. participate in working life. Equality and pension company is at the core of
diversity are taken into account in responsibility.

decision-making as well as in the

supply chain.

ELO ANNUAL AND RESPONSIBILITY REPORT 2021

We create a sustainable
environment by taking climate and
environmental aspects into account
in decision-making and operations.

10
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Elo’s responsibility themes

Elo’s responsibility themes

Sustainable society

In a sustainable society,
occupational pension
provision and our services
meet changing customer
needs. The basic task of an
employment pension
company is at the core of our
responsibility.

Sustainable environment
We create a sustainable
environment by taking
climate and environmental
aspects into account in
decision-making and
operations.

Sustainable working life

In sustainable working life,
conditions are created for
people who are able to work
part-time, for young and
elderly people and for various
minorities to participate in
working life. Equality and
diversity are taken into
consideration in decision-
making and supply chains.

Objective in Elo’s operations
Elo is a solvent company.

Our investment returns are good, sus-
tainable and sufficient in the long term.

Our efficiency is improved.

Our governance is good and transparent.

The implementation of pension
security is seamless in all situations.

We take environmental aspects into
account in our operations and strive
to minimise negative impacts.

We reduce the carbon risk in
our investment portfolio.

Our goal is energy-efficient properties.

Our service is equal,
high-quality and smooth.

We create opportunities for our
customers to continue working.

Equality and diversity are taken
into account in our operations
and supply chains.

At Elo, equality is a
precondition for diversity.

Elo people have long careers.

Elo itself is an example of creating the

conditions for a sustainable working life.

RESPONSIBILITY

INVESTING

Indicator

Solvency ratio
Solvency position

Development of investment assets:
average real return over 10 years
Operating expenses covered by the
expense loading component

Client bonuses in relation to

insured persons’ payroll

Elo has implemented governance devel-
opment measures, implementation rate
Total number of critical realised
compliance risks and their management
Completing the Code of

Conduct online training

Reports to the Data Protection
Ombudsman (number)

Customer service NPS1 (online

and telephone service)

No interruption of livelihood at the
beginning of the pension. Processing
times for pension decisions

Elo’s carbon footprint (excluding
investment operations)

Weighted average carbon intensity of
listed equity and corporate bond invest-

ments tCO,e/Turnover MUSD (scope 1+2)

Improving energy use of real
estate investments

Applications processed by the Board
of Appeal remain unchanged

Effectiveness of rehabilitation, % of
persons available to the labour market

Percentage of businesses where human
rights risks have been assessed

Incidents of discrimination
and corrective measures
3-year average age at which
old-age pension begins:
PeoplePower index

CLIMATE CUSTOMERS

Outcome in 2021
128.1%
1.6

5.7%

EUR 89.3 million

0.68%

Proceeds as planned

There are zero risks and
processing is smooth.
management 100%, others 99.4%
7

59

Faster than the industry average

7,674 tCOe

shares 138.7 and corporate loans
142.9 tCO,e/MUSD turnover

reduction of heating by 6.9% in
commercial properties and 3.8% in
residential properties and reduction
of electricity consumption of 10.7%
in commercial properties, 9.5% in
residential properties (kWh/m?3/a)
90%, better than the

industry average (89%)

75%

100%

None
63.6

70.9 (expert standard 71.5)

ELO ANNUAL AND RESPONSIBILITY REPORT 2021
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Objective

The solvency ratio is at a secure and good level.

The level of the solvency position is
ensured in all circumstances

The return is above the Finnish Centre for

Pensions’ calculated return expectation

The operating expenses covered by the expense
loading component decrease in the long term

Has been fully implemented

There are zero risks and processing is smooth

Online training completion rate:
management 100%, others 95%.

The aim is for there to be no reports to
the Data Protection Ombudsman.

At a good level

Minimum sector average

The aim is to aim to reduce emissions
through our own operations and
procurement guidelines

Decrease of 25% in listed shares and
corporate bonds from 2019 to 2025

10% reduction in district heating and
5% in electricity from 2019 to 2025

Better personnel retention
than the sector average

Target level 70%

Human rights risk assessments
performed across all businesses

None
65 years by 2030

Better than the average for
Finnish expert companies

OPERATING METHODS
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Materiality assessment as the

basis of the programme

The stakeholder survey of Elo’s most recent materiality
assessment was carried out with an electronic questionnaire
in autumn 2020 and telephone interviews. A total of 662
people completed the survey. Our stakeholders consider the
core function of Elo to be the most essential part of respon-
sibility. The respondents also highlighted the importance of
good governance, openness and transparency. The next-most
important aspects according to our stakeholders were social
responsibility - including sustainable working life themes

RESPONSIBILITY INVESTING CLIMATE

and equality - as well as climate change and environmental
issues. (GRI 103-1)

Besides the stakeholder feedback, the materiality assess-
ment considered changes in the operating environment,
such as climate change, the transformation of working life,
change in customer needs and digitisation of society as well
as current and future regulation, which will highlight ques-
tions pertaining to climate change and human rights, for
example. Materiality assessment is also a continuous pro-
cess of monitoring stakeholder feedback and changes in the
operating environment.

Significance of responsibility aspects based on stakeholder feedback

How important do you find the following aspects of Elo’s operations as an

Aspect

Elo's mission aspects

employment pension company?

Safeguarding solvency

Efficient pension decision processes

Taking customer needs into consideration in different stages of the customer
relationship

Profitable investment operations

A good customer experience and service accessibility through various channels

Corporate governance

Sustainable working life and social responsibility
aspects

Employee well-being and competence
Creating the conditions for sustainable working life

Social responsibility in investment operations

Elo’s open interaction and active communication

Promoting equality and diversity in working life

Climate and environmental aspects

Taking environmental and climate impacts into consideration in Elo’s own operations

Average:

Taking climate and environmental impacts into consideration in investments

CUSTOMERS

Materiality assessment is also
a continuous process

PERSONNEL

OPERATING METHODS

of monitoring stakeholder
feedback and changes in the
operating environment.

Business
decisionmakers
(n=363)

45
4.4

4.6
4.2
4.4
4.3
4.2
4.2
4.1
4.0
3.9
3.7
3.7
4.2

The respondents answered statements on scale of 1 (not important at all) to 5 (very important)

ELO ANNUAL AND RESPONSIBILITY REPORT 2021

Stakeholders
(n=107)

4.8
4.7

4.4
45
4.4
4.6
4.4
4.1
4.4
4.1
4.1
4.0
4.0
43

Employees
(n=192)

4.9
4.7

4.7
4.8
4.7
4.5
4.7
4.6
4.5
4.6
4.3
4.3
4.2
4.6

12
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The organisation of responsibility at Elo
At Elo, corporate responsibility is included in our day-to-day
operations. Elo’s responsibility work is supported by the
responsibility programme steering group with representatives
from Elo’s key business functions. Elo also has a responsibil-
ity network comprised of experts in various business areas.
The members contribute to the development of responsible
business and a sustainable company culture and they also
participate in Elo’s responsibility reporting. Elo’s environ-
mental work is developed through WWF’s Green Office
programme.

Corporate responsibility reporting is coordinated by com-
munications and financial reporting. Elo’s Board of Directors
approves key policies pertaining to responsibility.

The responsible investment steering group steers respon-
sible investment and reporting, shares information between
asset classes and ensures that the investment organisation
uses uniform operating methods. Each employee of the
investment organisation is responsible for the application
of responsible investment principles and practices in their
day-to-day work. More information on the management of
responsible investment is provided on page 23 of this report.

Managing responsibility

Board of Directors {—} Executive Group

RESPONSIBILITY INVESTING CLIMATE CUSTOMERS PERSONNEL
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Elo’s employees
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Elo's value creation

model

CAPITAL

Economic
* Pension assets EUR 29,983 million

Personnel

¢ 530 professionals

¢ A healthy and developing work community
* Reforming competence

Intangible

¢ Code of Conduct

¢ Data protection and data security
¢ Intellectual and information capital
* Processes

Production-related
¢ Infrastructure

¢ Channels

¢ Services

¢ Systems

Social

¢ Customers

* Non-governmental organisations
¢ The authorities

* Partners

* Media

RESPONSIBILITY

INVESTING

CLIMATE CUSTOMERS

PERSONNEL OPERATING METHODS

Elo is a Finnish pension insurance company. We make sure that our customers receive

the pensions they have earned. We help our customer companies succeed and respond to
the challenges presented by changes in working life. We manage our customers’ pension

assets in a profitable, secure and responsible manner.

OPERATIONS

Vision
The most convenient and convincing —
passionately in your everyday life

Mission statement
Taking care of customers’ pension
interests responsibly

Investment
business

Customer
business

Strategic themes
Solvent and sustainable
Customer understanding and customer
experience

Values
Elo’s interest is my interest
Trust and transparency
Customers and partners are in focus

RESULT

Economic

e Pensions paid EUR 4,030 million

¢ Premiums written EUR 4,036 million

* Ratio of operating expenses to loading
profit 72.4%

e Return on investments EUR 3,621 million

¢ Solvency capital EUR 6,573 million

e Solvency ratio 128.1%

Social

* Personnel survey index 70.9

* Pension decisions on application
25,254 decisions

* Pension decision in 2 days

¢ Pension phone service NPS 75

¢ Insurance phone service NPS 91

Environmental

Own operations:

e Carbon footprint

* Energy efficiency

* Renewable energy sources
e Sustainable procurement

Through investments:

e Carbon intensity

* Property energy efficiency and
renewable energy sources

ELO ANNUAL AND RESPONSIBILITY REPORT 2021

IMPACT

Society and economy

* High-quality enforcement of statutory
pension security

Extending careers through vocational
rehabilitation

Promoting economic growth, employment
and entrepreneurship in Finland

Social

* Pensions for employees and self-
employed persons create security
Securing income in the event of
incapacity for work

Reducing working capacity risks and
supporting working capacity

#

Environmental

* Mitigating climate change

* Taking sustainability risks and opportuni-
ties into account in investment operations

14
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Elo and society

CUSTOMERS

PERSONNEL OPERATING METHODS

As an employment pension company, Elo plays a responsible role in
society. We are in a position of trust in managing statutory pension

insurance in Finland.

Pension security has a major impact on both individuals and
society. We have major responsibility for managing pension
assets and insuring employees and self-employed persons. At
the same time, we support our customers and contribute to Fin-
land’s economic growth, employment and well-being at work.
The expertise of Elo’'s employees is utilised and developed
continuously in close interaction with our stakeholders. Our
key stakeholders include:
* customers
labour market organisations
entrepreneur and industry associations
the authorities

the employment pension sector’s cooperation and super-
vision of interest bodies

media.

The sustainability and future challenges of the employment
pension system were themes highlighted in the employment
pension sector in 2021. An international evaluation was
completed during the year, and it highlighted the positive
aspects of the Finnish employment pension system and urged
preparing for the future. The debate on pension insurance for
self-employed persons was also active. Elo participated in the
discussion, for example, through its blogs.

Listening to stakeholders is important to us. Our operations
are supported by the advisory committees of self-employed

ELO ANNUAL AND RESPONSIBILITY REPORT 2021

persons, employers, the insured and general pension inter-
ests. Among the key tasks of the advisory boards is to help
us in our development by providing feedback. It is also impor-
tant to discuss current themes together.

Our expertise is needed in various working groups in the
field, such as the administrations and groups of the Finnish
Pension Alliance TELA, Finance Finland (FA) and the Finnish
Centre for Pensions (ETK). The employment pension sec-
tor’s working groups are partly permanent, partly changing.
We also issue statements on matters under work to the
authorities.

Our stakeholders also include our partners, schools and
educational institutions as well as the media. Serving the
media and unambiguous communications are also part of
our work.

Listening to stakeholders is
important to us. Our operations
are supported by the advisory
committees of self-employed
persons, employers, the insured
and general pension interests.

15
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Working together to benefit society

Elo cooperates with non-profit organisations, amongst other
parties, as part of our social role. We promote, for example,
Finnish entrepreneurship and employment as well as diver-
sity and we work to prevent marginalisation.

In 2021, we again took part in the Entrepreneur of the
Year growth entrepreneur competition and Junior Achieve-
ment Finland’s entrepreneurship education program. In the
EQY growth Entrepreneur competition, we were involved in
awarding the annual growth entrepreneur, family entrepre-
neur and start-up entrepreneurs of the year awards, as well
as awarding the responsibility deed of the year.

In Junior Achievement Finland’s entrepreneur competi-
tion final, we recognised students from Turku University of
Applied Sciences and the University of Turku with a “Dreams
Alive” special award for their A.l.M Tracking NY project. The
Job Shadow Day, organised by Junior Achievement Finland,
once again brought three young people to follow Elo man-
agers’ day at work. During the day, leaders from different
sectors partner with a young future maker for the duration of
their working day. The participants represent various regions
of Finland and they have all participated in JA Finland’s
entrepreneurial education programme at school.

We were also involved in the Migrant Entrepreneur of the
Year competition organised by the Federation of Finnish
Enterprises and Elo, which highlights entrepreneurs with
migrant backgrounds and their significance in the Finnish
business sector.

Elo participated in the Diversity in Entrepreneurship cam-
paign for the second time. The aims of the “| Started This”
campaign include breaking stereotypes related to entrepre-
neurship and encourage everyone to pursue self-employ-
ment regardless of their situation or background.

RESPONSIBILITY INVESTING CLIMATE

STAKEHOLDER EXPECTATIONS

Customer enterprises and

self-employed persons and smooth service

CUSTOMERS

Good service portfolio, expertise

PERSONNEL OPERATING METHODS

INTERACTION

Meetings and customer encounters
Diverse communications

Support in matters related to employment
pensions and work ability management

The insured and
pension recipients

Easy and smooth service
Expert service

Partners

Labour market organisations Co-operation and expertise in the

and decision-makers development of the industry

The authorities

Employment pension and
financial organisations

Expertise and close co-operation

Expertise, responsibility and interaction

Co-operation and contributing Elo’s expertise
to the development of the industry

Customer service and guidance
Diverse service channels

Continuous contact, training
and communications

Contacts and meetings

Reporting, communication and meetings
in working groups, for example

Contacts and meetings
Industry associations and working groups

Media Transparent, swift and competent communication ~Communication through various channels,

Self-employed person and
industry associations

Training organisations,
research institutions
Elo’s expertise

Investment partners
and investees
Transparent communication

We donated a total of EUR 15,000 of funds reserved for
non-profit purposes to SOS Children’s Villages, Save the
Children, Helsinki Deaconess Institute, Finnish Foundation
for Psychiatric Research and Maanpuolustuksen tuki ry. Elo
employees also had the option of donating their share of
funds reserved for the personnel’s Christmas greetings to
the Red Cross, Icehearts ry or Hope ry.

ELO ANNUAL AND RESPONSIBILITY REPORT 2021

Information and expertise on pension insurance,
work ability management and entrepreneurship

Expert, responsible, long-term and
systematic investment operations

press releases, events and meetings

Joint events, training and communications
Regular contacts

Information on, for example, the field and career in  Visits and employer presentations,
the financial sector, internship and thesis positions internships, thesis and summer jobs

Research projects

Meetings and discussions, active
ownership and communicating about the
principles of responsible investment

BLOG

Focus turns to sustainability
in pension policy

@ READ MORE (IN FINNISH) »
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Elo’s tax footprint

RESPONSIBILITY INVESTING CLIMATE

The basic task of Elo is to provide statutory pension security and invest employment pension assets
in a profitable, secure and responsible manner. Our tax footprint shows the taxes we pay on our
various operations and in part illustrates the economic impact of our operations on society.

Tax footprint reporting is voluntary for companies and no fixed

formats or models exist for the calculation or presentation of
the report. Elo’s tax footprint reporting is based on financial
statements information.

Elo’s tax footprint is comprised of the taxes on our own
operations, our insurance and investment operations, and of
the companies in which we have invested. The starting point
of the income taxation of private sectors’ employment pen-

sion system in Finland is to avoid multiple taxation on employ-

ment pension assets so that future pensions can be secured
in the best way possible by accumulating the pension funds.
On the other hand, this also avoids pressure on increasing
employment pension premiums. Employment pension assets
must also be invested in a profitable and secure way by law.
Employment pension companies are liable to pay income
tax, and their taxable income is calculated in accordance with

Elo receives taxable income
from the employment
pension contributions paid
by its customers and from its
investment activities.

the Act on the Taxation of Business Profits and Income from
Professional Activity. Elo receives taxable income from the
employment pension contributions paid by its customers and
from its investment activities. The majority of the revenue is
spent on paying current pensioners’ employment pensions,
while the rest is funded to pay future pensions. In accord-
ance with tax legislation, an employment pension company
can deduct the provision for future pension liabilities in its
taxation. In practice, this tax regulation means that employ-
ment pension insurance companies do not usually pay
income tax in Finland, and this also avoids multiple taxation
of employment pension assets.

According to the legislation, employment pension premi-
ums are deductible in the income taxation of employers,
employees and self-employed persons. Correspondingly,
pension benefits are taxable income for the recipient upon
their payment.

Our main task is to safeguard and pay pensions. In 2021,
we paid a total of EUR 3,645.6 million in taxable pensions
and benefits, of which EUR 755.1 million was disbursed to
the tax authorities in the form of withholding taxes to cover
the pension recipients’ taxes.

We also employ a significant number of people. The
employer’s prepayments of withholding tax and social secu-
rity contributions on paid salaries and other remuneration

ELO ANNUAL AND RESPONSIBILITY REPORT 2021
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are included in Elo’s tax footprint. In 2021, the withholding
taxes paid on the earnings of Elo’s personnel totalled EUR
11.8 million.

Insurance operations are a service not subject to value
added tax and, therefore, employment pension companies
are not liable to pay value added tax. This means that the
value added tax included in operating expenses and pur-
chases are not deductible for Elo. In 2021, we paid value
added tax totalling EUR 6.4 million on our own purchases.

Investment operations are also

subject to international taxation

In Finland, Elo is generally liable for tax on all of its income,
regardless of whether the income comes from Finland or
from abroad. In addition, foreign investment income may be
taxed in the countries of the investments. In our investment
operations, the aim is to ensure that the pension assets
managed by Elo are not subject to unnecessary income tax,

Taxation of investment operations

Net return
EUR million before taxes
Interest income 106.2
Dividend income 711.6
Real estate income and expenses 67.7
Other investment income and
expenses -618.5
Value adjustments in bookkeeping 1,173.0
Change in valuation differences 2,189.9
Investment income, total 3,629.9

U Net investment income at current value

RESPONSIBILITY INVESTING CLIMATE

however complying with all tax laws and regulations in Fin-
land and other countries.

We do not accept aggressive tax planning in Elo’s invest-
ments, but we try to avoid international double taxation,
which is also a fundamental principle of international tax
regulation and the starting point of the international tax
treaties signed by Finland. From the point of view of the sus-
tainability of the funding of the employment pension system
and the adequacy of pension security, it is also important
that investment income from outside Finland can be used
to the maximum extent to accumulate statutory employment
pension assets in Finland.

We follow a responsible tax
policy in our investment

operations.
Taxes Refunds Net return Taxes,
paid received after taxes total
106.2
-12.0 6.7 706.2 5.3
-1.2 66.4 -1.2
2.1 -620.6 2.1
1,173.0
2,189.9
-15.3 6.7 3,621.39 -8.6
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We follow a responsible tax policy in our investment oper-
ations. We require our investments to comply with local tax
legislation and international tax treaties, as well as other
international tax regulations and information exchange regu-
lations. Moreover, we emphasise transparency and openness
in our ownership steering and encourage companies to
report on their tax policy and tax footprint. In analysing and
assessing our investments, we carefully investigate tax con-
sequences as part of responsible payment of taxes. This is
also important to foresee the net return from investments.

The taxes paid on our investment operations include tax
at source collected by the country of domicile of the party
paying the investment income. We pay tax at source in
countries outside of Finland on e.g. the dividend we receive
in accordance with the provisions of EU legislation and tax
treaties. In addition, taxes paid on investment operations
include property taxes and non-deductible indirect taxes on
expenses related to ownership of real estate investments
and on operating expenses of investment operations.

Taxation of other operations

EUR million Tax base Taxes paid
Wages and salaries of

personnel 35.2 11.8
Other operating

expenses 67.9 6.4
Pensions paid 3,645.6 755.1
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Towards
sustainability
through
action and
collaboration

The responsibility for pension assets extends
decades into the future. Responsible
investments at Elo are based on the view
that only by operating sustainably can
companies generate sustainable results
over the long term and responsible investors
generate sustainable returns.

KP1 OBJECTIVES

Our objective is that our solvency is at a secure good
level and our investment returns are good, sustain-
able and sufficient in the long term. We measure
success with solvency indicators and 10-year real
returns. Our goal is to reduce the carbon risk in our
portfolio. We measure success with the carbon inten-
sity of equity and corporate bond investments.

RESPONSIBILITY INVESTING CLIMATE
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As a long-term investor, we believe that responsibility
strongly integrated into the investment process plays an
essential role in managing the risks associated with invest-
ments and achieving good and sustainable returns on
investments.

The strategy of our investment operations is to seek to
achieve good, sustainable and sufficient returns on invest-
ments through the selected strategic allocation and success
in the internal choice of asset classes. Investment operations
across different asset classes are implemented cost-effi-
ciently and transparently throughout the investment process.

Responsibility in investments means that we incorporate
not only the expected return on investment but also the ESG
perspectives, i.e. environment (E), social (S) and governance
(G) into investment analysis and decision-making processes.
(GRI' 103-1)

We assess the ability of investee companies or managers
to manage the material ESG risks and opportunities of their

Investment distribution 12/31/2021

Fixed-income investments (incl.
effect of derivatives), 30.5%

Equity investments, 49.5%
Real estate investments, 12.4%
® Other investments, 7.6%

RESPONSIBILITY INVESTING CLIMATE

businesses. The different approaches to responsible invest-
ment are an integral part of investment activities, taking the
special characteristics of different asset classes into consid-
eration. (GRI 103-1)

Our responsible investments are guided by Elo’s strat-
egy and investment plan and the principles of responsible
investments and ownership steering, approved by the Board
of Directors. The climate strategy, engagement strategy and
asset type-specific guidelines complement our principles of
responsible investment. Elo’s principles of responsible invest-
ment and active ownership policy as well as the climate strat-
egy are available on Elo’s website.

The average 5-year nominal return of Elo’s investments was
7.2 per cent on average and the real return 5.8 per cent. The
average 10-year nominal return on Elo’s investments was 6.9
per cent and the real return was 5.7 per cent. More detailed
information about the investment year and risk management
is available in the Board of Directors’ report. Read more »

Development of return on investment over ten
years

X
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5.0%
5.6%
-1.4%

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Pro forma figures from 2012-2013 are the combined figures of Pension
Fennia and LocalTapiola Pension Company.
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Financial risks of climate change

The significance of responsibility has increased in the past
few years. Environmental themes, especially climate change,
remained topical in 2021. Climate change is a significant
systemic risk for the global economy and investment environ-
ment. In addition to the environment, it has economic and
social effects. The energy sector is moving towards cleaner
energy, while electrification will increase energy consumption
and the need for energy storage. Different parties’ prepared-
ness for the energy transformation varies, which is a chal-
lenge to a controlled and predictable transition. Operational
changes in companies and co-operation between various
actors in society are necessary in order to achieve the envi-
ronmental objectives.

The United Nations Climate Change Conference COP26
took place in Glasgow in October-November 2021. The aim
of the meeting was to accelerate countries’ climate action.
All 197 governments of the United Nations signed the agree-
ment and undertook to mitigate global warming. Achieve-
ments in Glasgow included the finalisation of the Rulebook
concerning the implementation of the Paris Agreement with
rules on international market mechanisms, a global methane
commitment, an agreement on funding, an annual review
and more transparent reporting.

Besides climate change, biodiversity is a key environmen-
tal theme. Well-functioning ecosystems contribute to global
economic growth and sustainable development. The UN Bio-
diversity Conference was held in Kunming, China in October
2021. The conference highlighted that the loss of biodiver-
sity is a threat to humanity. The 196 countries involved in the
declaration committed to improving nature conservation and
management, strengthening the sustainable use of natural
resources and ensuring human rights in the implementation
of the convention, among other things.
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Persistent
development
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Investment
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Signing the Principles for
Responsible Investment
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Membership
of the IGCC

Preparation of ELO’s
climate strategy

Supporting the TCFD
recommendations

TCFD

et

CLIMATE

Joining the IIGCC’s Paris
Alignment Initiative (PAII)

2019 Global Investor State-
ment to Governments on

CUSTOMERS

Joining the Climate
Action 100+ initiative

Climate

Action 100+ )

2015 2017

Commitment to the PRI
Montréal Pledge and annual
disclosure of the carbon
footprint of investments

iPRIMontréaPLEDGE

Climate Change

First TCFD report on Elo’s

investments

2018

Investor signatory «9

of the CDP Forest, W CDP
Water and Climate

Change Programmes

Joining the CDP’s annual
campaign to encourage
companies to report on
sustainability factors

Joining the INVESTOR
Investor Agenda AGENDA
initiative
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IIGCC Investor Expecta-
tions of Companies on
Physical Climate Risks
and Opportunities letter

Investor Alliance for-«*«
Human Rights

. INVESTOR ALLIANCE
Membershlp FOR HUMAN RIGHTS

2021 Global Investor
Statement to Governments
on the Climate Crisis

PAIl Net Zero Asset Owner
Commitment

Call-on-Carbon Letter

2020 2021

Update of Elo’s climate
strategy for 2020-2025

Joining the Climate
Leadership
Coalition (CLC)

<C
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The responsibility of own activities
Transparent and cost-effective investment process is impor-
tant to us. One key aspect of the responsibility of Elo’s own
activities is a clear governance model that ensures a clear
responsibilities and communication between different levels of
the organisation.

The majority of our listed equity investments are direct
investments. As the number of direct equity investments
increases, we have even better opportunities to be active
owners and engage with companies. The share of systematic
investment strategies has been increased in listed equity
investments in recent years. We have integrated ESG aspects
into systematic investments through exclusions and the
carbon intensity reduction target, among other things.

During 2021, Elo’s trading function took over trading on
listed equities and developed an analysis of trading costs,
allowing the function to increase its efficiency further. The trad-
ing function also participates in the development of other asset
class trading processes and supports portfolio managers.

The Board of Directors steers

responsible investing

The Board of Directors of Elo has approved the principles of
responsible investing and it receives regular reports on the
sustainability of the investments. Active dialogue on the devel-
opment of responsible investment takes place with the Board
of Directors.

Elo’'s management regularly discusses matters of responsi-
ble investment at its meetings. (GRI 103-2) The management
and investment activities are supported by the responsible
investment and ownership steering groups.

The task of the responsible investment steering group is
to develop Elo’s responsible investment process, align activi-

RESPONSIBILITY INVESTING CLIMATE

ties and share information and best practices between asset
classes. The steering group also monitors the achievement of
the objectives set in the principles of responsible investment
and climate strategy. The responsible investment steering
group includes a representative from each asset class. The
responsible investment steering group met nine times in 2021.

The ownership steering group provides guidelines on active
ownership based on Elo’s ownership policy. The group consists
of members from management, investment management and
professionals. The ownership steering group met three times
in 2021.

Responsible investment is developed by the responsible
investment function in co-operation with portfolio manage-
ment, financial and other departments. Each employee of the
investment organisation applies the principles of responsible
investment and ownership policy and the climate strategy in
their day-to-day work. (GRI-103-2)

Norm-based screening

In assessing the responsibility of investments, we monitor the
compliance of companies with international standards and
agreements, such as the UN Global Compact, which includes
ten principles concerning the environment, corruption, human
rights and labour.

For norm-based screening of direct listed equity and corpo-
rate bond investments, we use an external service provider
and other analysis and public sources of information. We
assess the severity of the breach and, if necessary, its con-
tent, causes, consequences and the actions taken by the
companies. If necessary, we are in contact with the company
alone or in co-operation with others. We can disinvest if the
company in question fails to take credible action to improve
its practices. Norm-based screening and decisions on engage-

ELO ANNUAL AND RESPONSIBILITY REPORT 2021
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ment are made in co-operation between portfolio manage-
ment and the responsible investment function. During the

reporting year, the external service provider's norm-based

screening covered 98 per cent of listed equity investments
and 87 per cent of corporate bond investments.

Ethical and climate-related exclusions

In our principles of responsible investing, we define the
sectors in which we do not invest directly. From our direct
investments, we exclude the following on ethical grounds:
companies in the tobacco industry and companies that man-
ufacture controversial weapons, such as cluster munitions,
anti-personnel mines, biological and chemical weapons,
nuclear weapons and depleted uranium.

To mitigate climate change, we have excluded from our
direct investments companies that derive more than 25 per
cent of their revenue from activities related to coal produc-
tion or the use of coal in energy production without a clear
strategy for reducing the use of coal. In the future, we will
assess whether to tighten these principles.

RESPONSIBILITY INVESTING CLIMATE

In 2021, there were a total of 177 companies excluded
from direct investments based on our exclusion criteria.

We evaluate the corporate bond investment universe
annually and exclude countries that are at a very weak level
regarding responsibility and are not expected to achieve a
turn for the better.

Cannabis-associated companies in the pharmaceutical
industry and other sectors are subject to critical monitoring.

We are active owners

As a long-term shareholder, we aim to improve the respon-
sibility of our investments and monitor the compliance with
good corporate governance. We primarily implement active
ownership in three ways: by attending the general meetings
of the companies in which we are a shareholder either by
ourselves or by proxy, participating in nomination boards and
engaging with the management and, if necessary, Boards of
Directors of the companies. Elo’s ownership policy defines
our principles as a significant and active shareholder in more
detail. (GRI 103-3)

The five approaches of our responsible investment strategy

ESG integration Exclusion
* Responsible investment * Coal
is integrated in the invest- * Tobacco

ment process

 Controversial weapons

Commitments and

co-operation

* Membership in various
organisations

* |nvestor initiatives
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Attendance at general meetings

Direct equity investments

2021

Attendance at general meetings in

Finland (number)

77

Attendance at general meetings
outside Finland (number) 225

Associated companies related to real

estate investments

Attendance at general meetings

(number)

Attendance rate
(number)

Unlisted investments

Attendance rate
(of managed assets)

Attendance rate
(number)

53

83%

99%

83%

Infrastructure investments

Attendance rate

Active ownership and
engagement

* Shareholder meetings
* Nomination boards

* Dialogue between

investee companies and
managers
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* PRI report
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2020

77

153

38

73%

98%

57%

100%

* TCFD reporting frame-

work
¢ Annual and

Responsibility Report

¢ Non-financial disclosures
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As a rule, Elo attends the general meetings of all the
companies in Finland in which it is a shareholder. Outside of
Finland, we attend companies’ general meetings based on
Global Compact violations, the implementation of a climate
strategy or the assessment of corporate governance.

Due to the coronavirus pandemic, the 2021 Annual Gen-
eral Meetings were still held mainly remotely and the votes
were carried out in advance electronically. The amendment
to the Shareholder Rights Directive (EU 2017/828) brought
advisory vote on the remuneration policy of the company’s
management to the agenda of general meetings for the first
time in 2020 and the remuneration report in 2021.

In 2021, we voted against at least one proposal on the
agenda of a general meeting in a total of 133 general meet-
ings. The number of agenda items that Elo voted against
was 332, including proposals by shareholders. Most of these
agenda items pertained to the Board of Directors or manage-
ment, capital structure or remuneration. In 2021, we were on
the nomination committees of nine Finnish companies. The

Voting in general meetings of listed companies in 2021

Board and management 94%
| |
Capital structure 87%
| |
Remuneration 84%
. \ \
Restructurl_n_g_and 82%
acquisitions ‘ ‘
Shareholders’ proposals 52%
| |
Othert 97%
I I
0 20 40
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increased importance of sustainability and climate change is
also reflected concretely in the agendas of general meetings,
which we consider to be important.

In our private equity investments, we participated in 84
investor council meetings in 2021. The purpose of investor
council meetings is not to participate in the decision-making
of the investments but, for example, to resolve potential
conflicts of interest.

Collaborative engagement focused on
the environment and social themes
Engagement and co-operation are key ways to implement
responsible investment. Engagement means dialogue with
investee companies and managers and other stakeholders
with the aim of more sustainable business practices.

Elo’s engagement strategy for investments was updated in
2021. The engagement strategy complements Elo’s princi-
ples of responsible investment and ownership policy as well

1%

\ \

\ \

| |

\ \

40% For
| | Against
‘ ‘ 1% @ Other
60 80 100

ELO ANNUAL AND RESPONSIBILITY REPORT 2021

CUSTOMERS

PERSONNEL OPERATING METHODS

as the climate strategy. The engagement strategy includes
the key objectives, themes, governance and practices. Asset
class specific engagement processes will be further defined
during 2022.

We engage with our investment companies and managers
either by ourselves or in co-operation with other investors and
stakeholders. We prefer engaging in collaboration with other
investors.

Public commitments and declarations are a visible way
of attracting attention to important matters. Goal-oriented
collaboration can significantly increase the value and possi-
bilities of success of engagement.

In 2021, collaborative engagement focused particularly
on the environment and social issues. We continued co-op-
eration in environmental investor networks. During the year,
we participated in the 2021 Global Investor Statement to
Governments on Climate Crisis and in the Call-on-Carbon (via
Climate Leadership Coalition) letters. We also participated
through the CDP in encouraging companies to report on the

Agenda items voting against in general meetings
of listed companies in 2021 (number)

Board and management, 94
Capital structure, 63
Remuneration, 85

Restructuring and acquisitions,
10

@ Shareholders’ proposals, 52
@ Other, 28
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Engagement initiatives and collaborations

Commitment

General PRI
Finsif

Environment CDP

Climate TCFD
IIGCC

Climate Action 100+
Montréal Pledge

The Investor Agenda

Climate Leadership Coalition

Social Investor Alliance for Human Rights

risks and management relating to climate change, water
resources and deforestation. In addition, we signed IIGCC’s
Investor Expectations - Physical Risk letter that was sent to
50 companies regarding the assessment and reporting of the
physical risks of climate change.

We joined the Investor Alliance for Human Rights. Together
with other investors, we signed the Investor Statement on
Human Rights and Business Activities in Myanmar letter, call-
ing companies to examine the changed situation in Myanmar.

One of our approaches of engagement is direct dialogue
with companies and other stakeholders. During the year, we
had discussions mainly on issues relating to the environment
and social factors. In addition, we intensified our engagement
with companies together with a smaller group of investors.

We participated in various projects and theses of university
students. The topics included just transition, sustainability
reporting and the exclusion of certain investments from the
investment universe as one of the approaches to responsible

Yes
Yes
No
Yes
No
Yes
Yes
Yes
No
No
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Co-operation Reporting Engagement
Yes Yes Yes
Yes No No
Yes No Yes
No Yes No
Yes No Yes
Yes No Yes
No Yes No
Yes Yes Yes
Yes No Yes
Yes No Yes

investment. We were also involved in projects or theses that
focused on responsibility from the perspective of a particular
company. In addition, we guest lectured about responsible
investment and practices in related courses.

Reporting

In our own reporting, we comply with the regulations set for
employment pension companies as well as our own transpar-
ency principles and other commitments. We report annually
on the achievement of the objectives of responsible invest-
ment on Elo’s website, Elo’s annual and responsibility report
and in the non-financial disclosures in the Board of Directors’
report.

We signed the UN-supported Principles for Responsible
Investment (PRI) in 2008. PRI revised its reporting frame-
work, in connection with the new reporting tool the signato-
ries did not yet receive their results during 2021.
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We have signed the PRI Montréal Pledge and support
reporting in accordance with the TCFD (Task Force on Cli-
mate-related Financial Disclosures) reporting framework on
the economic impacts of climate risks and opportunities.
Climate-related information is provided in Elo’s TCFD report.

Monitoring solvency and risk level of
investments as part of risk management
Elo employs a solvency management model developed by the
company, describing how the company will act in different
solvency situations. Solvency is analysed using the internal
models and scenario and stress tests available to the com-
pany. The solvency management model sets a risk exposure
level that accounts for the prevailing market conditions, invest-
ment views and solvency.

As a result of the strong recovery of investment markets,
Elo’s solvency improved in 2021 and was already well above
the pre-COVID-19 crisis level at the end of the year. For the
same reason, the overall risk level assessed by the solvency
limit was somewhat higher at the end of 2021 than in the
previous financial statements. (GRI 103-1)

The solvency capital at the end of the year amounted to EUR
6,573.4 million (EUR 5,055.4 million). The solvency ratio was
128.1 (123.7) per cent. The solvency capital was 1.6 times
(1.6) the solvency limit. Read more in the report of the Board
of Directors of Elo 2021 »
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We developed the energy efficiency of buildings

and co-operation with stakeholders
} »

At the heart of the real
estate business is good
customer satisfaction.

ELO ANNUAL AND RESPONSIBILITY REPORT 2021

Through responsible real estate investment,
we ensure the best long-term return and
competitiveness of the real estate portfolio in
all market conditions.

Long-term energy and environmental management reduces
the climate burden on properties and improves the condi-
tions and customer experience of the properties. At the heart
of the real estate business is good customer satisfaction,
which is built on active dialogue with real estate users and
measuring the tenant experience.

In 2021, we invested in energy efficiency and improving
the conditions in the properties. We increased the use of
renewable energy. We updated the environmental guidelines
for maintenance. We also focused on managing and improv-
ing the tenant experience.

In real estate investments, responsibility is linked to all
aspects of real estate business throughout the supply chain.

KPI TARGET

Our goal is energy-efficient properties. We measure
success with improving energy use of real
estate investments.
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The starting point is the selection of long-term profitable

and secure investments. Active leasing activities ensure the
sustainability of the properties’ rental income and high occu-
pancy rates. Carefully selected partners committed to shared
objectives and operating principles play a key role in the
responsible management and maintenance of properties.

The responsible use of the properties requires close co-op-
eration with the users of the properties. Advanced systems
support the maintenance of good housing and working condi-
tions in buildings. Environmental responsibility in real estate
investment operations includes improving energy efficiency,
increasing the use of renewable energy sources, material
choices in construction and recycling of materials. Environ-
mental impacts are also taken into account in all real estate
and urban development.

The coronavirus pandemic also highlighted the importance
of interaction with tenants in 2021. The pandemic and the
recommendations and restrictions introduced to curb it
particularly affected the business operations of restaurants
and cafés, shopping centre tenants and hotels. Measures
analysed and taken on a case-by-case basis were aimed at
providing tenants with the flexibility to cope with the business
challenges posed by the COVID-19 crisis and maintaining the
value of El0’s real estate portfolio and its long-term cash flow.

The occupancy rate of the real estate portfolio remained at
a good level. A diversified portfolio allows for stable returns in

RESPONSIBILITY INVESTING CLIMATE

all market conditions. Elo’s real estate holdings are concen-
trated in areas and sites with good demand in the long term.

Energy efficiency through good energy
and environmental management

A project to measure temperature and humidity with sen-
sors was completed in all residential buildings. At the same
time, the building automation systems were modernised and
the buildings were transferred to remote monitoring for more
efficient maintenance. Using temperature measurements in
the building’s temperature control and equipping the system
with a limitation of peak power will make the properties even
more energy-efficient.

An essential part of efficient energy management is a
functioning energy management system, which we have con-
tinuously developed. Business intelligence was developed
further when a number of significant savings targets were
identified in properties using the energy consumption data
analysis tool introduced in 2021.

Domestic wind power used in buildings
On-site generation of renewable energy was increased with
the construction of two new solar power plants, one located
at the headquarters of Elo in Tapiola, Espoo, and the other

Reducing the electricity and heat consumption of domestic direct real estate investments. Gri 302-4 (in part)

Commercial properties 2019 2021
Electricity kWh/m3/a 19.7 17.6
Heat kWh/m3/a 24.5 22.8

change target 2025 Residential properties
-10.7% 18.7 Electricity kWh/m3/a
-6.9% 22.1 Heat kWh/m3/a
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in Pasila, Helsinki. Renewable district heat was used in res-
idential buildings in Espoo. In addition, separate heat pump
surveys were also made for older blocks of flats in 2021. All
sites use domestic wind power produced by Exilion Tuuli Ky,
which is partly owned by Elo. The assets in Elo’s electricity
purchasing portfolio are 100% powered by wind.

Elo has joined the Energy Efficiency Agreements for Com-
mercial Properties and Rental Housing Properties (TETS and
VAETS), which aim to reduce consumption by 7.5 per cent
from the 2017 level by 2025. We have set an additional goal
of reducing the nominal energy consumption of heat by 10
per cent and electricity by 5 per cent. The baseline is the
consumption level of 2019. We have also used the stricter
energy savings target in setting energy efficiency targets
for property maintenance partners. Energy efficiency has
improved as a result of the measures taken at the properties
and improved energy management. The energy consumption
of commercial properties has also been impacted by the
increase in remote work among office tenants during the
coronavirus pandemic.

Environmental efficiency with guidelines
During 2021, the guidelines for service providers were
updated, increasing attention to environmental issues in
property maintenance. The main focus of the guidelines is

2019 2021 change target 2025
4.2 3.8 -9.5% 4.0
36.4 35.0 -3.8% 32.8
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on the energy efficiency of the properties and maintaining it.
The aim is also to find new energy efficiency measures, for
example in connection with renovations. In addition, efforts
are made to develop waste management and increase recy-
cling. The principles of opportunities for charging electric
vehicles will be assessed in more detail. Environmental
aspects of new construction was also updated when prepar-
ing the guidelines.

The strategic development of environmental responsibility
in real estate investments will continue in 2022.

Some of Elo’s domestic real estate investments are
co-owned with other real estate investors. The principles of
responsible real estate investment are also adhered to in
co-owned properties. The shopping centre Sello, for example,
has been awarded the EB LEED Platinum environmental
certificate as the first shopping centre in Europe. All of the
energy used in Sello is produced with 100% renewable
energy. The recycling rate of the shopping centre is 79 per
cent and the recovery rate of the waste is 100 per cent.

A major energy efficiency investment was made in the
Jumbo Shopping Centre in 2021. With the new energy
recycling system, waste heat from refrigeration equipment

RESPONSIBILITY INVESTING CLIMATE

in grocery shops, property cooling networks and exhaust

air can be recovered and utilised in heating Jumbo. Energy
savings from heating are equivalent to the annual heating of
300 detached houses.

Dialogue with tenants

A good customer experience and increased customer satis-
faction form the basis for successful real estate investment
operations. In 2021, we developed the processes and meas-
urement of customer satisfaction in commercial properties
and residential properties further. Tenant satisfaction is
monitored through regular surveys. We encourage customers
to provide feedback for the development of properties and
services. Overall satisfaction with the commercial proper-
ties, maintenance and customer relationship management
increased last year and remained at a very good level. An
increasing number of our tenants would recommend Elo

as a lessor and premises partner. The customer satisfac-
tion survey of commercial properties resulted in concrete
development proposals, for example, for the development

Key environmental figures of direct real estate investments in Finland (Gri 302-1) (GRI 305-4).

2021 2020
Energy consumption of direct domestic real estate (heating+electricity), MWh 132,694 109,702
Carbon footprint of real estate 14,073 13,128
Carbon footprint of real estate investments normalised by managed assets (tCO,e/MEUR) 7.1 7.0
Emissions intensity, kgCO,e/m2 21.9 21.8
Water consumption of real estate (m3) 478,774 409,061
Amount of waste, office premises, tonnes 711 859
Recycling rate, % 44 60
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of bicycle parking and social facilities and for improving the
quality of property services.

From the point of view of the responsible use and main-
tenance of the properties, co-operation with the users is
important. We aim to influence our customers’ operations
by developing guidelines and recycling opportunities and by
providing customers with information about the environmen-
tal indicators of properties. An inclusive campaign during the
Energy Awareness Week draws the attention of residents
and commercial properties’ customers to the environmen-
tal responsibility of the premises. In 2021, the theme was
recycling.

Good co-operation with the network
improves the customer experience
Functioning co-operation with the property management
and maintenance partner network has a direct impact on
the customer experience. In addition to close interaction,
the partner network’s operations are monitored with quality
indicators, which are used in the operational control of both
property management and property maintenance opera-
tions. Examples of areas monitored include energy efficiency,
property occupancy rate and customer satisfaction. The
response to service requests and the time to complete ser-
vice requests are also measured.

In order to implement of responsible real estate business,
our partners commit to comply with Elo’s Code of Conduct.
The achievement of the objective is supported by means of
an online course, for example. In 2021, we increased the
resources of property management and developed co-oper-
ation practices to improve the service level of our customers.
We also developed commercial properties’ tenant communica-
tions with a pilot project. The strategic development of tenant
experience management will also continue this year.
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Risks and
opportunities of
climate change

in accordance
with TCFD

Elo is committed to supporting the TCFD
(Task Force on Climate-related Financial
Disclosures) reporting framework. The
recommendations help companies and
investors evaluate and report on climate-
related financial information. According to the
recommendation, companies should describe
how climate aspects are visible in their
governance, strategy and risk management,
and metrics and targets.

RESPONSIBILITY INVESTING CLIMATE
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Governance

Oversight by the Board of Directors

of Elo and role of the management
Responsible investment is guided by Elo’s strategy and
investment plan and the Board-approved principles of
responsible investment and ownership policy. Elo’s Board of
Directors approves Elo’s TCFD report as part of the Annual
and Responsibility Report. The Board of Directors and man-
agement discuss and approve the principles of responsible
investment and the updated strategy. The Board and man-
agement receive regular reports on climate-related informa-
tion. The management and investment activities are sup-
ported by the responsible investment and ownership steering
groups. The responsible investment steering group is tasked
with the development and coordination of responsible invest-
ing and aligning activities with the climate strategy across
Elo’s various asset classes. The steering group for ownership
steering provides guidelines on active ownership based on
Elo’s ownership policy. A more detailed description of Elo’s
responsible investment governance model can be found in
the section on responsible investment.

RESPONSIBILITY INVESTING CLIMATE

Strategy

Identifying climate-related risks

and opportunities over short,

medium and long term

Responsibility is one of the three focus areas highlighted

in Elo’s strategy. Elo’s most significant climate-related risks
and opportunities are related to its investment assets. The
impacts of our own operations are minor. In addition, there
are indirect impacts arising from the business operations of
Elo’s customers. Identifying climate risks and opportunities
and addressing them in the investment strategy is one of the
key responsibility objectives for Elo. In matters pertaining to
the mitigation of climate change, investment operations are
guided by Elo’s climate strategy, which includes a commitment
to aligning the investment portfolio with the Paris Agreement.
Elo has a climate strategy which objective is to ensure sus-
tainable returns for investments. It addresses the challenges
that climate change imposes on the financial markets and our
investments.

Impact of climate-related risks

and opportunities on business,

strategy and financial planning

There is still ongoing development of assessing the overall
risk presented by climate change to investment and evalu-
ating the rate of the political, legislative, technological and
business-level changes associated with climate change. In
particular, the tools and methods for assessing the economic
impact of climate risk and the development of risk and return
are inaccurate. We continuously investigate available tools
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and develop methods for a more detailed modelling and
assessment of climate risks and opportunities.

As part of our climate target, we have excluded companies
from our direct investments that derive more than 25 per
cent of their turnover from activities related to coal produc-
tion or the use of coal in energy production without a clear
strategy for reducing the use of coal. Our climate strategy
has specified the objectives for engagement with regard to
climate. Companies and fund managers are recommended
to disclosure their climate risks and opportunities in accord-
ance with the TCFD framework. In addition, we recommend
that our investee companies set science-based emission
reduction targets.

Resilience of the climate strategy,
taking into consideration
climate-related scenarios

Scenario analyses are one of the tools we use to assess
risks and opportunities related to climate change. We have
conducted various scenario analyses on our listed equity
and corporate bond investments to determine the climate
warming path of our investments and estimate the financial
impacts of various scenarios. Scenario analyses help us
establish increasingly comprehensive estimates of the risks
and opportunities related to climate change. The analyses
still involve considerable uncertainties. Making higher-qual-
ity scenario analyses would also require more transparent
reporting from companies with regard to climate risks and
their effects on business operations.
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Risk management

Integrating processes of identifying,
assessing and managing climate

risks into overall risk management

Elo’s investment portfolio is widely diversified to various
asset classes to ensure returns required by the pension
company’s basic mission and to manage risks related to the
financial markets. Using the currently available tools, calcu-
lating the carbon footprint for the whole portfolio and other
climate metrics is challenging for a large institutional inves-
tor. We focus on identifying and managing climate-related
risks and opportunities at the asset class and portfolio level,
especially with regard to listed equity and corporate bond
investments as well as real estate. Our goal is to include
climate-related risks and opportunities in our strategic asset
allocation. Risk management and the measurement of
financial impact will become easier as the data reported by
companies is unified and once the tools used for analysing
the data develop. In risk management, we use our own anal-
yses as well as a database maintained by an external service
provider.

RESPONSIBILITY INVESTING CLIMATE

Metrics and targets

Metrics and greenhouse gas emissions
Carbon footprint is a common method for measuring the
carbon risk and opportunities of investment portfolios. The
metric is backward-looking and it is based on data reported
by companies or estimated by service providers. In addition
to carbon footprints, we use forward-looking methods for
assessing climate risks and opportunities, such as scenario
analyses and the assessment of physical and transition
risks, where possible.

We have disclosed the carbon footprint of our investments
since 2016. The metrics have become more accurate as the
methodology and calculation methods have evolved. Due to
differences, the results should be viewed as the best current
estimates. We publicly disclose the carbon footprint of our
listed equity and corporate bond investments and also report
extensively on the environmental impact of our real estate
investments. We also calculate the carbon sink of our forest
investments as part of our carbon risk analysis.

We introduced new carbon metrics of our investments in
2021. In addition to the market value-based carbon foot-
print, we also disclose EVIC-based indicators in accordance
with the new TCFD recommendations. In addition, we also
disclose scope 3 upstream emissions.

For listed equity investments, we disclose weighted aver-
age carbon intensity (WACI, tCO,e/mUSD revenue, scope
1, 2), market value-based carbon footprint (tCO,e/mUSD
invested, scope 1+2), market value-based carbon intensity
(tCO,e/mUSD revenue, scope 1+2), and absolute emissions
(tCO,e, market value and EVIC, scope 1, 2 and 3). For listed
corporate bonds, we disclose weighted average carbon inten-
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sity (WACI, tCO,e/mUSD revenue, scope 1, 2) and absolute
emissions (tCO,e, EVIC, scope 1, 2 and 3). Emissions are
based on the most recent data available from the compa-
nies. Where publicly verified information is not available, we
use service provider’s estimates.

The scope 1 greenhouse gas emissions are direct emis-
sions from sources owned or controlled by the undertaking,
such as self-generated energy. Scope 2 emissions include
indirect emissions from the energy acquired by the company.
We use scope 3 upstream emissions. Emissions are calcu-
lated for using carbon dioxide equivalents, describing the
combined global warming potential of different greenhouse
gases. (GRI 103-3)

Different carbon metrics can be used for different pur-
poses. Carbon intensity tells the carbon footprint relative to
revenue, which makes it easier to compare companies of dif-
ferent sizes. Absolute emissions have been calculated based
on market value and/or EVIC. Comparing absolute emissions
with previous years or other investors is difficult, as portfolio
allocations and sizes vary.

Our aim for a declining trend of carbon intensities in our
investments, although there may be variations between indi-
vidual years. In addition to changes in our portfolio and the
carbon footprint of investee companies, the WACI score is
also affected by, for example, changes in the revenues of the
investee companies. Market value-based carbon intensity is
also affected by stock price fluctuations, for example.

In addition, we disclose a new metric for direct listed
equity and corporate bond investments based on the turn-
over of environmentally and socially sustainable solutions
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of the investee companies. For the first time, we are also
publishing an estimate of the share of EU taxonomy-eligible
investments of our direct listed equity investments.

INVESTING

CLIMATE

on a road map with a phased objective setting for asset classes
and, later, for the strategic asset allocation level. A Paris aligned
investment portfolio will be implemented by reducing the climate

risk by reducing the weighted average carbon intensity of the

portfolio and by increasing investments in solutions for climate

Targets

We signed the Net Zero Asset Owner Commitment in Sep-
tember 2021. According to the initiative, investors commit to
decarbonise their investment portfolio by 2050 at the latest,
to engage in line with this commitment and to increase
investments in climate solutions. We are committed to the
objectives of the initiative and aim for a net zero investment
portfolio already significantly earlier. In addition, we are
committed to setting interim targets and using the Net Zero
Investment framework to align our portfolio with the 1.5°C
target and a carbon-neutral future.

The framework is a continuation of the Paris Aligned Invest-
ment Initiative of the IIGCC (Institutional Investors Group on
Climate Change), whose working groups we have taken part of
and whose recommendations are incorporated into Elo’s cli-
mate strategy updated in 2020. Our climate strategy is based

Progress according to the road map of Elo’s Climate Strategy

2020 2021

* Investment portfolio aligned with the
objectives of the Paris Agreement

 Carbon intensity reduction target for
listed equity and corporate bond * Climate targets for private equity
investments investments

* Updating the energy efficiency target for < PAIl Net Zero Asset Owner
real estate investments Commitment

* Updating the engagement strategy

* Targets for climate solutions
* Developing a climate tool for
government bonds

our climate strategy.

2022

Closer consideration
of climate risks and
opportunities in
strategic allocation
(SAA)

strategy

change mitigation and adaptation. Climate change risks and

opportunities are also considered in the investment strategies
for various asset classes and in the strategic asset allocation.
Active engagement and collaboration play an important role in

During 2021, we set climate targets for sovereign bonds and
private equity investments in accordance with the climate road
map. We developed a climate risk tool during 2021 for emerging
market sovereign debt investments to assess climate change
risks and opportunities. The tool is built based on qualitative and
quantitative analysis and an assessment of the trend and will be
further developed in 2022.

In 2021, we continued to work towards the previously set goal
of reducing our weighted average carbon intensity (WACI) of
listed equity and corporate bond investments by 25% over the
period 2019-2025.

2025

Updating the climate Setting milestones
for interim targets
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The climate targets for our private equity investments consist
of three components: updating the due diligence questionnaire,
an annual ESG questionnaire for fund managers, and engage-
ment. The focus of engagement is on the fund managers where
our investments are most material to climate change. During last
year, we analysed private equity fund managers in order to set
more specific climate targets for the asset class.

In accordance with the roadmap, we also clarified the meas-
urement of climate solutions and set the target to increase
investments in sustainable solutions in equity, corporate bond
and infrastructure investments. As the operating environment
changes, we will refine the objectives and aim to include other
asset types. We follow the achievement of our targets in our
Annual and Responsibility Report.

We constantly look for new methods of assessing the climate
risks in different asset classes, sectors and companies. Our aim
is to understand how climate risk affects the valuation of each
investment.

The real estate investments are described in more detail in a
separate section.

CONTINUOUS DEVELOPMENT

* Development of scenario analysis

¢ Further development of the analysis and
modelling of climate risks and opportunities

* Search for new potential partners, service
providers and tools

 Following the EU’s sustainable finance
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Responsible investment key metrics

Carbon footprint of investments and carbon sink of forest investments (GRI 305-4)

Listed equity investments 2021 2020
Weighted Carbon Intensity (WACI), scope 1+2 (tCO,e/MUSD turnover) 139 181
Carbon footprint (market value), scope 1+2 (tCO,e/MUSD invested) 110 112
Carbon intensity (market value), scope 1+2 (tCO,e/MUSD turnover) 205 193
Absolute emissions (market value), scope 1+2 (tCO,e) 1,235,077

Absolute emissions (market value), scope 3 supply chain (tCO,e) 1,764,296

Absolute emissions (EVIC), scope 1+2 (tCO,e) 875,599

Absolute emissions (EVIC), scope 3 supply chain (tCO,e) 1,362,342

Coverage of carbon footprint calculation data 96%

Listed corporate bonds 2021 2020
Weighted carbon intensity (WACI), scope 1+2 (tCO,e/MUSD turnover) 143 169
Absolute emissions (EVIC), scope 1+2 (tCO,e) 217,853

Absolute emissions (EVIC), scope 3 supply chain (tCO,e) 412,274

Coverage of carbon footprint calculation data 91%

Direct real estate investments 2021 2020
Carbon footprint (tCO,e) 14,073 13,128
Normalised carbon footprint (tCO,e/MEUR) 7 7
Carbon footprint data coverage 76% 78%
Carbon sink impact of forest investments 2021 2020
Carbon sink of forest investments (tCO,) 265,000 260,000
Carbon storage of forest investments (tCO,) 6,750,000 6,650,000
Source: Elo, MSCI Certain information ©2021 MSCI ESG Research LLC. Reproduced by permission.
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Carbon footprint of the portfolio

In 2016-2021, our weighted average carbon intensity
(WACI) of listed equity investments has decreased by 50 per
cent and corporate bonds by 61 per cent, compared to the
index’s 37 per cent reduction.

At the end of 2021, the weighted average carbon inten-
sity (WACI) of Elo’s listed equities was 139 (tCO,e/mUSD
revenue, scope 1+2) and it decreased by 24 per cent from
the previous year. Based on the market value of listed equity
investments, the carbon footprint in 2021 was 110 (tCO,e/
mUSD invested, scope 1+2) and it decreased by 2 per cent
compared to the previous year. Carbon intensity per market
value of listed equity investments was 205 (tCO,e/mUSD
revenue, scope 1+2), up 6 per cent compared to 2020.

The weighted average carbon intensity (WACI) of Elo’s
listed corporate bonds was 143 (tCO,e/mUSD revenue,
scope 1+2) and decreased by 15 per cent compared to last
year.

At the end of 2021, the absolute emissions of listed equity
investments based on market value for scope 1 and 2 were
1,235,077 tCO,e and for scope 3 upstream 1,764,296
tCO,e. The corresponding figures for listed equity invest-
ments based on EVIC were 875,599 tCO,e and 1,362,342
tCO,¢e, respectively. For listed corporate bonds, the absolute
emissions based on EVIC for scope 1 and 2 were 217,853
tCO,e and for scope 3 upstream 412,274 tCO,e.

At the end of 2021, 30 per cent of Elo’s listed equity
investments were in four sectors (utilities, energy, materials
and industrials) that cause the highest emissions. They



account for 84 per cent of Elo’s weighted average carbon
intensity (WACI). The corresponding figures for listed corpo-
rate bonds are 20 per cent and 72 per cent, respectively.

Sustainable impact solutions for

the environment and society

For 2021, we disclose a new metric for sustainable impact
solutions in direct listed equity and corporate bond invest-
ments. Sustainable solutions include products and services
that help solve the world’s major environmental and social

Industry contribution to the carbon intensity
of Elo’s listed equity and corporate bond
investments (WACI)
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challenges. With regard to environmental solutions, the
figure indicates technological solutions related to energy
efficiency, alternative energy, green buildings, pollution pre-
vention and sustainable water and agriculture.

Social solutions include products and services related to
nutrition, affordable real estate, major disease treatment,
sanitation, education, SME finance and connectivity.

These are calculated as a weighted average, using portfo-
lio weights and each issuer’s percent of revenue generated
from sustainable impact solutions. For corporate bonds,
green bonds have been separately taken into account in the

The carbon intensity of Elo’s listed equity
and corporate bond investments (WACI) has
decreased significantly
%
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calculation. In direct equity investments, sustainable solu-
tions account for 11.4 per cent of companies’ revenues and
for 11.7 per cent in direct corporate bonds.

The shares of sustainable solutions in infrastructure invest-
ments have been assessed at the fund level. The share of
sustainable impact solutions has been calculated by taking
into account the market value of the entire fund if there are
sustainable solutions in any of the fund’s target companies.
The figure does not take into account the revenue of enter-
prises. The share of sustainable solutions of the market value
of infrastructure investment funds was 82 per cent.

Share of sustainability solutions of the turnover
of Elo’s direct listed equity and corporate bond
investments (%)

%
14

12

10

Direct equity investments Direct corporate bond

investments
Environment

Social

Source: Elo, MSCI
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EU taxonomy

The EU taxonomy is part of the ten-point action plan of the
EU’s sustainable finance legislation. Its purpose is to reori-
ent capital flows towards sustainable investment, integrate
sustainability into risk management and to foster greater
comparability, transparency and long-termism in the financial
sector. Underlying it is the EU’s objective of carbon neutrality
by 2050.

The taxonomy reflects environmentally sustainable activ-
ities. Two environmental objectives are currently defined:
climate change mitigation and climate change adaptation.
Four other climate objectives are to be set later on in relation
to biodiversity, sustainable use and protection of water, the
circular economy and prevention of pollution. Taxonomy-eli-
gible activities can support these environmental objectives
directly or be enabling activities.

The initial phase will also include transitional activities for
climate change mitigation for a limited period of time. While
taxonomy-eligible activities must contribute to at least one
environmental objective, they must do no significant harm
to any other. In addition, all taxonomy-eligible activities must
meet certain minimum social safeguards. Currently, the
activities specified in the taxonomy focus on those sectors
that are seen to have the greatest potential for mitigating
climate change or low-carbon transition.

The activities covered by the regulation are known as
taxonomy-eligible activities, while taxonomy-alignment refers
to activities compliant with the defined technical screen-
ing criteria. Taxonomy-eligibility is not yet sustainable from
an environmental point of view; only taxonomy-alignment
in accordance with the technical screening criteria, is an
expression of “green”.

We follow the taxonomy-eligibility of our investments.
Approximately 40 per cent of Elo’s direct listed equity invest-
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ments are taxonomy-eligible, which is in line with the broad
equity market. Taxonomy-eligibility is estimated based on
investee companies’ turnovers. Taxonomy eligibility figures
are not comparable with those of other investors. Compara-
bility of taxonomy-eligible and taxonomy-aligned figures will
increase once companies start to disclose and verify those.
The development of taxonomy criteria for the remaining
environmental objectives is still in progress. We will disclose
more detailed figures of our investments in the future.

Elo’s mandatory reporting according to the taxonomy (EU
2021/2178) is available in the non-financial disclosures in
the report of Elo’s Board of Directors.

The Paris Agreement and
scenario analyses
We are committed to a Paris-aligned investment portfolio. In
order to achieve the goal, it is essential to assess the emis-
sion reduction targets and monitor the development of our
investment portfolio with scenario analyses. In 2021, about
seven per cent of the companies of our listed equity invest-
ments had set a strong emissions reduction target, such as a
target compliant with the Science Based Targets. 76 per cent
of them had set an emission reduction target of some sort.
In 2021, scenario analyses have focused on examining
the risks and opportunities associated with global warming.
We have used the Climate Value at Risk method with two-de-
gree scenario modelling to assess our portfolio the potential
climate risks and opportunities. This can be used to assess
the impacts of physical and transition risks on returns. In
2021, we also prepared a climate scenario analysis of our
listed equity and corporate bond investments, according to
which our investments do not involve a climate risk diverging
from the market.

RESPONSIBILITY INVESTING CLIMATE

Physical and transition risks

Risks caused by climate change can be divided into phys-
ical risks and transition risks. Risks from the transition to

a low-carbon society will be emphasised in the short and
medium term. Physical risks related to climate change mean
extreme weather phenomena, such as floods and storms,
and changes that develop gradually, such as rising sea
levels. The physical risks will play an increasingly important
role if the transition to a low-carbon society fails. In 2021,
we assessed physical and transition risks using two-degree
scenario modelling. Physical risks were considered on a
country-by-country and sector-by-sector basis, and transition
risks were viewed through policy changes and technological
opportunities. Among the industries, energy and utilities
were emphasised in the modelling of both physical and
transition risks.

Fossil fuels

As part of the climate risk assessment, we review the expo-
sure of equity and fixed income investments to fossil fuels.
Fossil resources and emissions from fossil sources are
under review. In Elo’s equity and corporate bond portfolios,
the weights of companies that have significant reserves of
fossil fuels - such as coal, gas or oil - are lower than in the
benchmark indices.
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We are committed to
a Paris-aligned
investment portfolio.
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RESBONSIBILITY FOR THE CUSTOMERS

Our customers play @
key role In developm ‘
our services
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Pension
insurance
provides
security in
everyday life

Employees’ statutory pension insurance
is arranged through TyEL insurance

and self-employed persons’ pension
insurance through YEL insurance.

We insure the employees of client companies that have
taken out employment pension insurance from Elo and
self-employed persons. Employers are responsible for their
employees’ pension security with TYyEL insurance. Employers
and employees jointly employment pension contributions
based on employees’ wages and salaries. Self-employed

KPI TARGET

Our goal is for our efficiency to improve and the
implementation of pension security to be seamless
in every situation. We measure success with expense
loading ratio and customer satisfaction NPS.
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persons, on the other hand, are responsible for their own
pension security through YEL insurance. The employment
pension contribution of a self-employed person is based on
YEL earned income. The earned income must correspond to
a reasonable wage that would be paid to another person as
wages for the work performed by the self-employed person.
Pension is accrued by both employees and self-employed
persons according to each year’s earnings and age-appropri-
ate accrual rate.

In terms of the number of policies, Elo is the market leader
in self-employed persons’ YEL pension insurance. One in
three employer companies are insured by Elo. At the end
of 2021, Elo was responsible for about 84,454 (83,569)
self-employed persons’ YEL insurance policies and 51,199
(48,327) TyEL insurance policies taken out by employers.
The total number of self-employed persons and employees

insured by Elo at the end of the year was 499,968 (476,698).

Elo’s in-house service is supplemented by long-term, close
and effective cooperation with our partners Fennia, LocalTap-
iola and Turva. Our partners have an extensive service net-
work. This guarantees that employment pension insurance
services are available to our customers across Finland. Elo’s
insurance can also be procured directly from Elo’s website or
from our other partners. Our partners include the invoicing
service company Eezy Kevytyrittajat, the ilona.works webshop
and the invoicing and light entrepreneur service Odeal.

The coronavirus pandemic that began in spring 2020
continued in 2021, but its impact on our customers was less
pronounced. In most industries, the TyEL payroll returned to
the level of 2019 or even slightly higher. However, the hospi-
tality sector still suffered from COVID-19, and the TyEL payroll
did not return to the pre-COVID-19 level. The total TyEL payroll
was, however, 5.4 per cent higher than in 2020.

RESPONSIBILITY INVESTING CLIMATE

We want to take care of YEL earned income
The social security of a self-employed person is based on
the earned income confirmed in the Self-employed Persons’
Pension Insurance, YEL. In addition to employment pension, it
provides security in diverse situations in life, such as when fall-
ing ill, having a baby and unemployment. The YEL system is not
without problems. It is often difficult for a self-employed person
to assess his or her own earned income, i.e. to establish a view
on the value of his or her work input. It is also important to
recognise that the self-employed person’s stereotype no longer
exists. Entrepreneurship has taken on many new forms. Light
entrepreneurship, entrepreneurs in the platform economy and
various forms of secondary entrepreneurship are here to stay.

At Elo, we ensure that self-employed persons’ earned
income is determined on the right basis. We also seek to
instruct entrepreneurs and to maintain discussion throughout
the life cycle of entrepreneurship as to why keeping earned
income at the right level is particularly important for the
self-employed person’s own social security.

At Elo, we paid special attention to confirming the right
amount of work income, related operating models and
reporting. The training of our personnel focused especially on

BLOG

YEL income is an important question
for every entrepreneur. It is worth
relying on experts to ensure proper
social and pension security (elo.fi)
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exercising discretion related to confirming earned income.

In addition, we strengthened our partners’ skills by training
them in the right amount of earned income. We also empha-
sised earned income strongly in customer communications.
For example, we carried out targeted communications to
customers whose earned income has not been changed.

Telephone service is at an excellent level
We extended our customer service hours from the beginning
of September. The new service hours are from 8 a.m.to 5
p.m. This allows our customers even more flexibility in how to
run their business.

In 2021, the insurance customer service received a total
of approximately 60,000 customer calls. Our response rate
was very high at around 97 per cent (98%). The average
waiting time was 34 (28) seconds. The long-term work for
customer experience has long been visible as excellent cus-
tomer feedback, and the year 2021 was no exception.

We measure the customer satisfaction of our telephone
service by way of the net promoter score (NPS). In 2021, the
NPS score was again excellent 91 (91). In connection with
the NPS survey, our customers may also provide open-ended
feedback on our service. Open-ended feedback was gen-
erally very positive. Based on the feedback, our customers
appreciate fast call response times as well as the expertise,
flexibility and friendliness of our customer service agents.

We want the use of our services to be as easy and smooth
as possible. It is therefore very important to us that our cus-
tomers can get their TYEL and YEL issues resolved in a single
call. Approximately 95 (94) per cent of our customers man-
aged to have their case resolved in a single call. We invest in
the continuous training of our personnel, the development of
service processes and information systems and the use of
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customer data-based tools in customer service. This will con-
tinue to ensure that most cases are resolved in a single call.
Our telephone service is at an excellent level, also proven
by research. Elo’s insurance services ranked second in Dun
& Bradstreet’s (Bisnode) Customer’s Voice benchmark in the
small and medium-sized companies’ customer service cate-
gory. The Customer’s Voice is an index based directly on cus-
tomer feedback, which correlates strongly with the NPS.
During the year, we continued our proactive contacts with
our customers. For example, we contact customers in person at
specific stages of the customer relationship. We ensure that our
customers have up-to-date information on insurance, pensions
and our services. In addition, we discuss what our customers’
wishes and needs are towards us. We have also developed our
model of contact. For example, we use analytics to identify what
is important to our customers. In this way, we strive to make our
customers feel that our contacts are even more necessary. Our
customers take a very positive view of our contacts and we will
continue to contact them going forward.

The development of electronic

services continued

Our online service is used by approximately 84 (83) per cent of
our TYEL customers and approximately 84 (80) per cent of our
YEL customers. We have further developed our online service

in many ways. A new feature was added to the online service for
self-employed persons to regularly remind them of revising their
YEL earned income. The purpose is to provide the self-employed
person with additional support and up-to-date information for
determining his or her own YEL earned income. Accounting
firms or other parties can now be authorised to use Elo’s online
service with an electronic power of attorney. In addition, the
termination of powers of attorney will be made possible in the

RESPONSIBILITY INVESTING CLIMATE

Responsibility in customer service

Responsibility is present in our day-to-day work.
During 2021, the employees working in the cus-
tomer service of our insurance and pension services
were activated to think about how responsibility is
expressed in concrete terms in their customer work or
customer interaction and what could be done better.

The key themes that emerged in the discussions
included equal treatment of customers, encounter-
ing the customer with an eye to the customer’s indi-
vidual starting points and providing the customer
with a suitable service method. In addition, clear
and comprehensible communication is essential.
Communication also involves service in different
languages. The aim is to resolve the customer’s
issue in one way or another, even if no common
language is found. All of these can be developed,
and the development methods include analytics to
support customer service and increasing the exper-
tise of the customer service personnel.

BLOG

What responsibility means in Elo’s
customer service. Elo.fi
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Joint development with
our customers
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online service. User management has been revised to make it
easier to use. In addition, it is now responsive, i.e. adaptable,
and meets the accessibility criteria for online services.

Chat services were also introduced in the online service.
EloBotti is a virtual helper for the most common issues related
to employment pension insurance. On normal business days,
customers can also chat with an Elo customer service repre-
sentative via chat. EloBotti has been continuously trained to
respond even better to customers’ concerns. In addition to the
online service, the bot serves at Elo.fi and the electronic insur-
ance application.

The development of the online service is directly reflected in
our customers’ experience. The online service NPS has devel-
oped positively year by year. In 2021, the NPS score was the
highest ever, 56 (52).

In addition to the development of the online service, we
have invested in the development of elo.fi. We have clarified
the content offered to employers and self-employed persons.
Moreover, we introduced a new payroll calculator for our cus-
tomers. The payroll calculator gives an estimate of the amount

With the new insurance
application, insurance security
is even easier to get in order

At the end of November 2021, we introduced a new elec-
tronic insurance application. The aim was to replace the

previous insurance application both technically and func-
tionally with a more modern and easy insurance purchase
service. The design and realisation of the new application

RESPONSIBILITY INVESTING CLIMATE

of the TyEL contribution and other compulsory social security
contributions of the employer. The service is particularly useful
when our customers are hiring their first employee or planning
wage increases.

Joint development with our customers

Our customers play a central role in the development of our
services. We use the valuable customer feedback we receive
increasingly systematically and efficiently. We involve our
customers in designing and testing changes. We listen closely
to our customers and engage in dialogue. We make improve-
ments based on the comments we receive. We use analytics
and service design methods in development.

E-invoicing is a step towards

reducing environmental impacts

The share of insurance customers who chose e-invoicing
grew significantly in 2021. Approximately 57 (50) per cent of

placed particular emphasis on user friendliness. Service
design was used in the development of the insurance
application. Along the way, our customers and partners
were involved in the process.

The user can now take out both YEL and TyEL insurance
at the same time. More data will be automatically imported
to the application from Suomen Asiakastieto based on the
user’s business ID or personal identity code. The applica-
tion is now easier to fill in using a mobile device.
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TyEL customers and 51 (39) per cent of YEL customers have
chosen e-invoicing. (GRI 103-3) We want to offer more e-in-
voicing options as diversely as possible. Therefore, we have
provided a new option for those who have chosen e-invoicing.
The e-invoice can now also be paid through the online service.

Our customers benefit from the
efficiency of our operations

In employment pension insurance companies, both opera-
tional efficiency and the company’s solvency have impacts
on the customer bonuses which reduce the employer’s final
insurance contribution.

The measurement of efficiency is based on the expense
loading ratio, which indicates the ratio between expense load-
ing and the share of it used to cover operating expenses. In
2021, Elo’s operating expenses were 72.4 per cent of the pre-
mium expense loading. For 2021, Elo will transfer EUR 100.5
million to client bonuses, which corresponds to 0.68 per cent
of the TyEL payroll.

Our customers’ net promoter score
(NPS) for our services on a scale of -100
(lowest) to 100 (highest). (GRI 103-3)

Insurance Online service for
Year telephone service corporate customers
2021 91 56
2020 91 52
2019 86 33
2018 84 29
2017 83 17
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Encountering our
financing

customers during »

the pandemic

Elo’s diverse financing products support
sustainable growth, employment and
competitiveness. We provide companies with
a customised financing package with our
partners, such as banks, Finnvera and
accident insurance companies.

Our client companies can apply for Elo’s financing for invest-
ments, mergers and acquisitions, rearrangement of ownership
and financing, international growth and working capital needs.
We comply with our principles of responsible investment in
the financing decisions. Our products include premium loans,
growth loans and SME loans for small and medium-sized com-
panies. We also offer mezzanine financing and investments in
unlisted profitable medium-sized growth companies.

During the coronavirus pandemic, it has been important to
meet our customer companies and seek suitable financing
solutions in co-operation with our partners. Our goal is to pro-
vide our customers with better opportunities to cope with the
challenges of the pandemic times, improve their operational
capacity and thus preserve jobs and develop sustainable
business in the long term.

RESPONSIBILITY INVESTING CLIMATE
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Our goal is to improve
the operational capacity
of companies and thus
preserve jobs
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Work ability management is
an important part of corporate

responsibility

With the transformation of working life and population ageing, long careers that are as solid as
possible are more important than ever before. We support our customers in the management of

work ability risks and work ability management.

Disability risk management helps a company’s management
to prevent premature interruptions of careers and reduce the
costs of disability pensions and sick leaves. Strategic, system-
atic and goal-oriented work ability management ensures the
personnel’s capacity, competence and motivation for working
to achieve the company’s objectives.

The purpose of Elo’s work ability management services is
to help to secure our customers’ expertise and responsibility
in work ability management. The principles of our work ability
management services are as follows:

e Advisory services related to work ability risk management

are intended for all of Elo’s customer companies.

¢ An assessment of work ability risks provides the starting

point for service provision.

* Services and financial support are targeted at identified

risks.

¢ Elo actively monitors the impacts of the actions taken in

client organisations and evaluates their long-term impact.

Our aim is that our customers’ work ability management pro-
grammes partly funded by us are effective, support extending

ELO ANNUAL AND RESPONSIBILITY REPORT 2021

careers and thereby lower the disability risk of customer
companies over the long term. In accordance with the instruc-
tions issued by the Financial Supervisory Authority, we have
developed tools relating to surveying risks and monitoring
effectiveness.

The tools included in Elo’s online services enable us to
assess the effectiveness of projects implemented in cooper-
ation with our customers and the experiences gained from
them. We use the tool to review which measures performed
well and which should be developed further.

In the development and provision of our work ability man-
agement services, we follow the guidelines issued by the
Financial Supervisory Authority regarding the management of
disability risk by employment pension insurance companies.
According to the guidelines, the costs of activities aiming to
manage the risk of disability may only be covered with the
disability risk management contribution included in the TyEL
insurance contribution. The guidelines also require customers
to contribute to the costs of work ability projects with at least
the same amount as the employment pension insurance
company.

45



e

Service development and local expertise
for the needs of our customers

We offer various customised tools, training and expert sup-
port for different sizes of companies in different phases to
assess their strengths and personnel risks. Our experts in
work ability management services are partners to corporate
management in detecting, managing and preventing work
ability risks. Our extensive network ensures that we have
the ability to reach our customers across Finland. Our local
experts receive excellent feedback from our customers as
well as partners.

Elo’s aim is to advise companies of all sizes about the
benefits of work ability management. SMEs are significant
employers in Finland. That is why it is important that the
potential of work ability management is recognised in an
increasing number of SMEs. Many of our SME customers
have adopted a more active approach to introducing our work
ability management services.

Our work ability management online service provides infor-
mation and tools for day-to-day supervisor and the develop-
ment of work ability management. These tools include a work
ability management handbook and a guide on workplace
support for employees who suffer from depression.

By using our online service, our customers gain an over-
view of the current state of the company’s work ability man-
agement in a single glance. Companies can monitor the costs
caused by disability pensions in more detail and better fore-
see them. As a whole, the service guides to more strategic
working capacity management and preventive work, which in
turn provides predictability and cost savings.

Several Finnish and international studies have shown
that workplace measures are effective in preventing work
disability. This research data, along with practices that have
been found effective, has been compiled into the first quality

RESPONSIBILITY INVESTING CLIMATE

Several Finnish and inter-
national studies have shown
that workplace measures are
effective in preventing work
disability.
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standard of the Work Disability Management System (The
CSA Work Disability Management System Standard), which
was published by the CSA Group. The main message of the
standard is that workplaces should integrate work ability
management into their management systems.

During 2021, Elo’s survey concerning the current status
of work ability management was updated to survey diverse
work ability and work disability risks increasingly deeply. The
tool for Elo’s large customers is based on the quality standard
published by the CSA for the prevention of work disability.

A risk assessment tool, the work ability management risk
indicator, is available for Elo’s smaller customer companies.
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Training develops our customers’

work ability management expertise

The COVID-19 pandemic led to unprecedented growth in the
trend of remote work and digital meetings, both in our cus-
tomer companies and in our work with customers. We have
moved most of the customer meetings and training online to
mitigate the spread of the epidemic.

In 2021, we organised a total of 22 live webinars on work
ability management that were open to all of our customers.
Representatives of approximately 2,907 customer compa-
nies attended the events. The content of the training ses-
sions is built based on our customers’ needs and identified
work ability risks and work ability management challenges
that Elo’s experts and our customers consider to hinder
the day-to-day operations and success of our customer
companies.

Work ability is changing
throughout the career

The transformation of working life and the gradual
increase in the retirement age are challenges for work
ability and the extension of working lives in all industries
around Finland. As the operating environment changes,
old tasks will disappear and change. New job descrip-
tions will emerge, requiring new types of expertise and
continuous learning throughout the career. Employers,
supervisors and the employees themselves have a lot of
responsibility for maintaining competence.

We support our customer companies in work ability

RESPONSIBILITY INVESTING CLIMATE

The training activities provide assistance in, and perspec-
tives on, matters such as the identification of work ability
risks, work ability management as part of managerial work,
supporting mental health at the workplace, cognitive ergonom-
ics and change management at the workplace. Our customers
found the training to be high-quality and useful. In particular,
they valued the topical themes, expert instructors and the
tools the training provided for their own work.

Elo arranged two Super Specialist training courses on work
ability management in 2021, with 50 persons responsible for
work ability management at 41 customer companies attending.
Itis a training package that lasts for around a year, and it helps
to get the company’s work ability risks and resulting costs under
control. The aim is for the participants to promote systematic
work ability management in their own organisation by utilising
partners and Elo’s tools for work ability management.

management, supporting the work ability of employees
early in their careers, along the way through changes in
life, and in extending careers until retirement. We help
companies to develop existing and new processes for
supporting work ability in different points of the career.
From the point of view of solid careers, it is important
for young people to find their place in working life early
and in a sustainable manner. Along the career, there will
also be life circumstances that have diverse effects on
work ability, and they can require flexibility in working
hours or retraining, for example. In the latter stages of
careers, it is particularly important to see to expertise to
maintain the employees’ work ability and motivation.
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The attendees have given very positive feedback on
the training. Our customers have received concrete ideas
and peer support for their own work as well as work ability
management tools to be incorporated into their company
practices.

The Master at work ability management online training is
part of the service offering for our SME clients. The training
aims to provide SMEs with education appropriate for their
industry, size and work ability risks in matters relating to
work ability management. Two groups started the training in
2021, with 59 participants in total.

Elo’s training activities and programmes focused on dis-
ability risks reached a record audience in 2021, which ena-
bled us to support a growing number of customer companies
in the prevention of disability risks.

BLOG

Katja Ekman: Clear direction and
goals form the basis for good work
ability of a company (elo.fi)
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Rehabilitation is a path back to
working life

A career need not end prematurely due to a person’s reduced capacity for work. In sustainable
working life, everyone, including people with reduced work ability, are provided with opportunities
to participate in working life. Vocational rehabilitation plays an important role in creating these
conditions.

The goal of vocational rehabilitation is to prevent perma- We believe that we can achieve long-term impact through

nent disability by finding a suitable job for everyone where vocational rehabilitation. It is essential to encounter each
continuing to work is possible despite restrictions related to customer as an individual and provide support throughout the
work ability and health. We look for sustainable solutions period of vocational rehabilitation. Vocational rehabilitation

to prolong individual customers’ careers. In this way, we are provides an opportunity to continue working with an adjusted
involved in creating a more sustainable working life, also at job description or through retraining.

the level of society as a whole. Rehabilitation customers ben-

efit by continuing to work, gaining not only livelihood but also

content and meaning in life, employers and society by saving Elo’s rehabilitation activities

on disability costs and by holding on to skilled labour. cover almost 4,000 people
Vocational rehabilitation can be a work trial, job coaching or
study support. The primary option is to rehabilitate employees

_ at their own workplaces using job adjustments or entirely new

KPI OBJECTIVES
job descriptions. In 2021, there were approximately 3,660
(3,550) people in Elo’s vocational rehabilitation.
The number of rehabilitation applications started to decline

slightly in 2020 for the first time in years. In 2021, we received
2.9 (3.6) per cent fewer rehabilitation applications than in
2020 and issued 1,990 (2,031) preliminary decisions on reha-
bilitation applications. The applications also show an increase
in the awareness of employers, occupational health and indi-

Our goal is equal, high-quality and smooth service.
We measure equality, for example, based on deci-
sions not being changed in the proceedings of the
Appeal Board. Our goal is to create opportunities
for our customers to continue working. We measure
success with the effectiveness of rehabilitation.

viduals about the possibilities of vocational rehabilitation.
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Retraining can allow an
entrepreneur a fresh start
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Work to increase awareness has been systematic in recent
years and applications are increasingly received at an early
stage.

Rehabilitation supports

continuing to work

Positive preliminary decisions on rehabilitation are frequently
issued in connection with disability pension decisions. The
reason for this is that we want to actively enable our pension
applicants to return to work if we see the slightest chance of
doing so. We strive to get our pension-seeking customers to
see their resources and opportunities. We activate them to
take part in vocational rehabilitation when we see the prereg-
uisites for it. We regularly call rehabilitation benefit recipients
and those who have received a preliminary decision on voca-
tional rehabilitation. We offer them support in difficult life
situations and activate vocational rehabilitation measures.

In 2021, we issued approximately 1,270 (1,250) preliminary
decisions in connection with the disability pension decision
when the conditions for rehabilitation were met.

On average, Elo processed vocational rehabilitation
applications in 12 (16) days. The most common reason for
applying for the right to rehabilitation was musculoskeletal
disorders with a share of 44 (43) per cent. Psychological
disorders accounted for 29 (28) per cent of the applications
for the right to rehabilitation.

Effectiveness is the key

objective of rehabilitation

The success of rehabilitation is illustrated, for example, by
the proportion of rehabilitees who are available to the labour
market at the end of rehabilitation. In 2021, 75 (70) per cent
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of those in Elo’s vocational rehabilitation were able to return
to the labour market. Correct timing, a rehabilitation plan that
corresponds to the customer’s needs and the labour market
situation as well as the rehabilitee being motivated are crucial
to the success of rehabilitation.

The coronavirus has affected the processes of Elo’s reha-
bilitees from time to time, with society increasing or lifting
restrictions. Rehabilitation plans have been promoted,
although it has taken more time than usual to find work trial
positions or the completion of studies has been somewhat
delayed. Only a few preliminary decisions on rehabilitation
have been made based on COVID-19.

The number of new disability
pensions continued to decrease
When the means of vocational rehabilitation are not enough
to improve capacity for work, partial or full disability pen-
sion may be the right solution. The number of new disability
pension decisions granted by Elo decreased by 7 per cent in
2021 year-on-year. Elo granted a total of 3,683 new disability
pensions. A total of 11,887 (12,466) disability pension deci-
sions were issued. Last year, fewer people retired on disability
pension than in previous years. This is the second consecutive
year that the amount of disability pensions has decreased.
The most common grounds cited for disability pension are
psychological disorders and musculoskeletal conditions. In
2021, psychological disorders were the most common reason
for applying for new disability pensions for the third consecu-
tive year. Psychological disorders bypassed musculoskeletal
disorders as the most common cause in 2019. However,
the difference between the two largest diagnostic categories
narrowed down in 2021, as the share of musculoskeletal dis-
orders grew slightly and the share of psychological disorders in
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disability pension applications began to decrease. The share
of those aged under 44 of disability pension applications
based on psychological disorders is over 60 per cent. Cor-
respondingly, persons aged over 60 in particular retired on
disability pension due to musculoskeletal disorders.

The number of disability pension cases due to COVID-19
has been low so far. However, due to the coronavirus pan-
demic, the last few years have been very exceptional, and
therefore no far-reaching conclusions can yet be drawn about
the impact of COVID-19 on disability pensions.

Decisions on disability pensions are based on employment
pension legislation. In addition, decisions on disability pen-
sions are guided by established decision practices as well
as decisions handed down by appeal bodies. Elo rejected
36.9 (36.1) per cent of new disability pension applications
in 2021. A disability pension cannot be granted if the condi-
tions for granting it are not met. The Pension Appeal Board
changed 9.6 per cent of Elo’s disability pension decisions
appealed by Elo’s customers. For all pension institutions, the
corresponding figure was 11.6 per cent.

The rejection rate of disability pensions increased through-
out the employment pension industry. In total, pension
employment companies rejected 38.2 (36.8) per cent of new
disability pension applications.

BLOG

Everyone needs help with work
ability, but who can help?

@ READ MORE (IN FINNISH) »
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Co-operation to support work ability
Reacting to challenges related to work ability at an early
stage and providing timely support can prevent dropping out
of the workforce. Elo investigates each disability pension
applicant’s opportunities for receiving vocational rehabilita-
tion and find work that suits them. Reacting to challenges
related to work ability at an early stage and providing timely
support with concrete alternatives can prevent dropping out
of the workforce if they provide options for a new career. This
requires co-operation within Elo as well as at workplaces and
in occupational health care. Co-operation provides access to
all possible means in a timely manner.

As an employment pension company in the co-operation
network, Elo has an important task to ensure that employers
understand the importance of surveying disability risks and
preventing them and means of vocational rehabilitation as
part of the management of work disability risks. Through
our service model, we aim to ensure that our customer
companies have up-to-date information about the means of
vocational rehabilitation. We offer the help of our experts to
HR personnel.

We have developed the reporting to identify work disabil-
ity risks. Reporting allows us to provide our customers with
up-to-date information about rehabilitation and disability
pensions and their causes. We analyse this data and provide
our customer companies with information to support work
ability management.

We develop the service to be

meaningful to the customer

In 2021, we developed our vocational rehabilitation and dis-
ability pension services and our decision-making processes
in various ways, including analytics and service design. In
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order to improve the success of rehabilitation, we have con-
ducted experiments with our partners, for example, to create
new kinds of services, tools and indicators for rehabilitees in
need of special support.

We actively collect feedback and a recommendation score
(NPS) from our rehabilitees so that we can focus develop-
ment on issues that are relevant to the customer. In the
customer satisfaction survey, the share of respondents giving
an excellent grade has risen continuously, with more than 90
per cent giving an excellent grade. In particular, our custom-
ers appreciate our service attitude and availability.

Timely information about rehabilitation
supports the continuation of self-
employed persons’ careers

Self-employed persons often seek help with work ability
challenges too late, and they are not familiar with the means
offered by employment pension companies. We have devel-
oped our expertise and services for self-employed persons
in co-operation across organisational boundaries. We want
to reach out to self-employed persons and their awareness
of what rehabilitation can be for a self-employed person

so that they know how to exercise their rights to vocational
rehabilitation.

The investments are producing visible results, as in 2021
more than 70 per cent of the self-employed persons included
in the scope of rehabilitation activities returned to work. This
means an increase of over 10 per cent in the share of suc-
cessful rehabilitation compared to the previous year’s figures
for Elo or the sector. We have invested in the comprehensive
service of self-employed persons so that they could easily
use Elo’s services.
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Smooth retirement
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We are responsible for the pension security of 246,100 current pensioners and almost 500,000
future pensioners. In 2017, we paid out pensions totalling EUR 3,655 million.

Retiring means a major change in a person’s life. It does
not only have effects on personal livelihood, but also social
relations, everyday life and the rhythm of life.

At Elo, we help our customers to plan their retirement in
advance and identify different pension options. We ensure
that applying for a pension is smooth and that pension
decisions are correct. For us, it is a priority that pensions
are always paid on time and that there are no breaks in our
customers’ livelihoods.

High-quality and fast pension decisions
It is important to us that our customers’ retirement goes
as smoothly as possible. Therefore, we have systematically
developed pension application processing to make it fast
and easy for the customer. We continuously monitor the
quality of pension decisions to ensure that our customers
receive correct and timely pension decisions. (GRI 103-2)

KPI TARGET

Our goal is for the implementation of pension security
to be seamless in every situation. We measure suc-
cess by the speed of pension processing and NPS
indices of customer satisfaction.

We issued 6,867 (6,815) old-age pension decisions.

We made decisions in 2 days, while the sector’s average
was 9 days. We issued 2,236 (2,248) decisions on partial
early old-age pension. In the best-case scenario, customers
received the decision during the same day, usually no later
than the day after the application. The average processing
time for partial early old-age pensions in the sector was 3
days.

Similarly to previous years, the pension decision activity
was fast and high-quality. On average, Elo made pension
decisions 7 (4) days, or 32 (18) per cent, faster than the
overall average for other employment pension companies. In
2021, slightly fewer pension decisions were issued than in
the previous year, a total of 25,254 (25,800).

In other forms of pension, too, we issued decisions faster
than the sector average. We issued 2,229 (2,221) survivors’
pension decisions, approximately one week faster than the
industry average. We issued 11,887 (12,466) disability
pension decisions. In disability pensions, our processing
time was shorter than the sector’s average and the process-
ing time was 27 days. We issued 45 (28) years-of-service
pension decisions. We issued 1,990 (2,031) preliminary
decisions on vocational rehabilitation on average in 12 days,
while the sector’s average was 17 days.

In 2021, we paid pensions monthly to 246,141 (243,600)
pension recipients. The total annual amount of pensions
paid was approximately EUR 3,655 million. Old-age and dis-
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Number of pension decisions by pension type
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ability pensions are the two largest items in claims expend-
iture. A total of EUR 3,090.0 million (EUR 2,998.7 million)
was paid in old-age pensions, and EUR 273.1 million (EUR
309.4 million) in disability pensions during the year.

High-quality customer service

We continuously develop our pension and rehabilitation
services for our personal and employer customers, listening
to the customers. Online services are increasingly used and
our customers can handle their pension and rehabilitation
issues online from start to finish. The development of other
service channels has not been overshadowed by the devel-
opment of the online service. We take care of our customers
with the help of a multi-channel service, and we can also be
contacted by telephone if the customer needs a discussion
to clarify their pension issues.

Of the customers responding to the pension services
customer satisfaction survey, 94.1 per cent (92.5 per cent)
gave an excellent grade for our service. The customer call
response time was very short, averaging about 20 (20) sec-
onds, and the call response rate was 98 (99) per cent. The
NPS for telephone service was 75 (73).

We developed the online service for private customers
to be even more customer-friendly, for example, through

RESPONSIBILITY INVESTING CLIMATE

customer profiling and the introduction of a chatbot to help
our customers. The development was reflected in increased
customer satisfaction. The NPS for the online service was 69
(66).

We offer our customers easy online service. The smooth
use of the service is also illustrated by the fact that in recent
years, our pension recipients have increasingly opted for
the electronic service. Letters are no longer sent to those
who have opted for online services; instead, our customers
receive their letters on the online service and an SMS when
the letter can be read. This is also ecological. In 2021,
approximately 28,000 of our pension recipients had chosen
the online service as their service method. In 2019, it had
been chosen by 16,400 pensioners.

Preparing for the survivors’

pension reform

Year 2021 was a year of preparation for the survivors’ pen-
sion reform. The system changes related to the reform were
initiated early in the year in both Elo’s internal and the sec-
tor’s joint systems. The project proceeded well on schedule
and the system changes were implemented in time. In the
autumn, we communicated the changes to our customers
and trained our customer service representatives in answer-

Our customers’ net promoter score (NPS) for our services on a

scale of -100 (lowest) to 100 (highest). (GRI 103-3)

Pension telephone service, NPS

Online service for insured persons and pension recipients, NPS

Customer satisfaction survey after pension and rehabilitation decisions, share of

excellent scores, %

2021 2020 2019
75 73 70
69 66 59

94% 93% 88%
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Changes to survivors' pensions from
the beginning of the year - concerned
calls from customers

@ READ MORE (IN FINNISH) »

ing any questions. At the end of the year, we issued nearly
1,000 survivors’ pension decisions to our customers. By
doing this, we ensured that our customers will be informed
of changes, including the extension of the payment of the
orphan’s pension, well in advance.

The aim of the survivors’ pension reform was to update
legislation, allocate benefits especially to children and fami-
lies with children and secure the funding of the employment
pension system. In the future, the right to a surviving spouse’s
pension will be fixed-term, common-law widows will be enti-
tled to a widow’s pension and children will receive pension for
a longer period than before. The amendments entered into
force on 1 January 2022.

Old-age pension
decision in two days.
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Cross-border communications
- a year full of electronic data
exchange between EU countries

Finnish pension institutions started electronic exchange
of information on pensions between EU countries in
December 7, 2020.

@ READ MORE (IN FINNISH) »
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Electronic exchange of information
between EU countries

In December 2020, like other pension institutions, we joined
the Electronic Exchange of Social Security Information
(EESSI) system and started the electronic exchange of pen-
sion information between EU countries. Both the deployment
and the introduction of the new operating methods of the
system went well at Elo. We have also already carried out
further internal development related to EESSI.

Pensions and benefits included

in the Incomes Register

The Incomes Register was launched at the start of 2019, at
which time the reporting of wages in the Incomes Register
was initiated. The deployment of the Incomes Register has
gradually expanded. For pensions and benefits, the Incomes
Register was successfully deployed in January 2021. All
pensions paid to our customers and the recovery of pen-
sions are reported to the Incomes Register. Approximately
3,000,000 notifications were made in 2021. The deploy-
ment project went very well and the automation rate for
notifications is high.

Call appointment service and
development of the pension

consulting service

The trial use of the new call appointment service for pension
consulting started in September 2021. In practice, our cus-
tomers can schedule a call through our website for pension
advice. By calling Elo directly, our customers can get in touch
with our experts faster, but with the call appointment service,
customers can book an appointment 24/7 and we will call

ELO ANNUAL AND RESPONSIBILITY REPORT 2021

CUSTOMERS

PERSONNEL OPERATING METHODS

NEWS

People would work longer if
experience was valued more

Attitudes towards ageing have an impact on the length
of working lives. 64 per cent of pensioners believe that
working careers would be longer if experience was
valued more highly. This is indicated by a survey by

the employment pension company Elo carried out in
November and December, to which 4,800 recipients of
Elo’s old-age pension responded.

@ READ MORE (IN FINNISH) »

the customer at the scheduled time. This way, customers can
prepare for the discussion. The service has found its place

in the service offering of pension consulting, and customers
have been very pleased with it.

At Elo, pension consulting is handled by the staff of sev-
eral teams. A working group on the development of pension
consulting was established in early 2021. The group gathers
pension consultants from different pension service teams.
Its aim is to provide pension consulting of the highest pos-
sible quality and uniformity throughout the pension service.
On the basis of the work of the development team, precision
training sessions have been organised for different teams,
which has improved the good consulting work even further.
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RESPONSIBILITY FOR THE PERSONNEL

Elo employees f
their work is

important
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Elo people are united by the
desire to revise their skills for
the benefit of customers.

RESPONSIBILITY
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Responsibility
for the personnel

As an employment pension company, we want
to be a pioneer in sustainable working life. We
take care of our employees’ work ability
throughout their careers.

In accordance with our HR vision, we want to be an appreciated
and developing work community where everyone can learn and
experience success. Elo employs approximately 530 pension
insurance specialists. In addition to pension insurance, Elo
employees’ extensive expertise focuses on investments, risk
management, information system development and work ability
management, among other things. We employ both long-term
professionals with solid knowledge of the field of employment
pensions and new talent who bring fresh knowledge to Elo.

KPI OBJECTIVES

Our goal is that Elo is an example of creating the
preconditions for a sustainable working life, equality
creates the preconditions for diversity and the work-
ing careers of Elo’s people are long. We measure
success with the personnel satisfaction survey, the
number of cases of discrimination and the retirement
age of Elo people.
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HR work is a co-operative activity

An HR plan supporting Elo’s strategy is drawn up annually in
accordance with the principles of co-operation. The plan takes
into account competence development needs and anticipates
the organisation of work, the necessary resources and the
need to support the employees’ work ability.

In addition, the objectives and principles of HR work are laid
down in the equality plan prepared once every two years and
the annual training plan and well-being at work action plan.

Elo’s cooperation forum, corresponding to the joint commit-
tee referred to in the Act on Cooperation within Undertakings
and the cooperation agreement, discusses personnel-related
issues that concern all or the majority of employees. The
co-operation forum also monitors the implementation of the
aforementioned plans (GRI 403-1).

The co-operation forum convened four times during 2021.
Elo’'s HR management and employee representatives meet
regularly, approximately once a month, to discuss topical
matters. The results of HR work are regularly monitored by the
Executive Group and also annually by the Board of Directors.

The development of well-being at work and occupational
safety and health is coordinated by the occupational safety
and health committee, which convened four times during
the year. In addition to representatives of employees and the
employer, occupational health care specialists take part in the
activities of the occupational safety and health committee.
(GRI' 403-1)

The occupational safety and health committee annually
defines the key areas of occupational safety and health to be
focused on. The aim is to foresee and prevent any occupa-
tional safety problems with the key areas. In 2021, the focus
was on the prevention of musculoskeletal disorders, the reduc-
tion of psychosocial stress factors and supporting supervisors
in work ability management.

RESPONSIBILITY INVESTING CLIMATE
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As part of occupational health and safety and co-op-
eration, Elo has created and communicated a process to
address inappropriate behaviour. The Occupational Safety
and Health Act requires the employer to take action after
becoming aware of harassment or other inappropriate
treatment causing hazards or risks to an employee’s health.
The procedure of investigating bullying has been described
from the points of view of the bullied person, their supervisor
and the occupational safety and health delegate. (GRI 406-1)

ELO ANNUAL AND RESPONSIBILITY REPORT 2021

CUSTOMERS

-

PERSONNEL OPERATING METHODS

.

The challenging year was reflected in

the results of the personnel survey

Elo annually conducts a personnel survey. In 2021, 85 per
cent of Elo employees responded to the survey. The trend of
positive development since 2014, when Elo was established,
was discontinued. The PeoplePower index measuring the
personnel experience fell short of the previous year and was
70.9. Despite the decrease, the overall personnel experience
at Elo is at a reasonably good A+ level. We were slightly
below the Finnish expert standard of 71.5.
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Although the overall result decreased, we still have many
strengths. Work motivation, work management and working
conditions are at a better level than expert standards. These
areas include the fact that the employer is perceived to sup-
port professional development, there is sufficient feedback
for work and the workload is perceived to be reasonable. The
assessments of immediate management are also higher than
the standard at Elo. This is reflected, for example, in the fact
that Elo provides good induction and the supervisors recog-
nise good work performance.

According to the personnel, the recent development of Elo,
the outlook, trust in management and the consultation of per-
sonnel in making decisions were below the standard for experts.

Elo’s units and business functions will review the results of
their immediate work community and collectively decide on
development measures for the next year. The aim is to have the
focus areas and selected development themes be reflected as
improvements in next year’s results. This has been the case
with regard to many of the goals concerning the work commu-
nity during the year, but assessments of the company as a
whole did not develop in a positive direction in 2021.

Maintaining high functional

capacity throughout careers

Elo aims to look after its employees’ work ability so that
employees of different ages perceive their work as meaningful
and retain their work motivation and work ability at a high level
throughout their careers.

At Elo, we illustrate the personnel practices we have availa-
ble for different phases of our career with the Elonkaari model.
We have divided the career stages into six Elonkaari phases.
The stages are integration into working life, balancing of work
and personal life, changes in work ability, career crossroads,
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being a veteran in the work community and termination of
the employment relationship.

Many practices apply to all Elo people, such as orientation
in the integration phase, or are equally available to every-
one, such as flexibilities facilitating work-life balance. Even
if all the stages do not take place for everyone, we consider
it important that the different practices are described and
known to all Elo people and their supervisors. Finding out the
needs and expectations of people at different stages of their
careers is part of Elo’s performance reviews.

We strive to detect changes in work ability as early as pos-
sible. Everyone who is subject to risks related to work ability
or have reduced work ability is provided with a personalised
multidisciplinary treatment plan and an assessment of how
to move forward. Designated occupational health physicians
are used for treatment. Elo has 10-15 employees with
reduced work ability on average each year.

One of our sustainability indicators is the retirement age
of Elo people, which we think is a good illustration of how
successful we have been in supporting their careers. The
more meaningful the job and the better anticipated the work
ability risks and, if necessary, reacted to are, the higher the
retirement age. In 2021, the average retirement age at Elo
was 63.8 years (63.1 in 2020).

Employees enjoy long careers at Elo. The average duration
of employment is 13.6 years (permanent employment rela-
tionships). The employee turnover rate was 5.6 per cent in
2021. (GRI' 401-1)

Elo is seen as a responsible employer
Elo participated in the Responsible Employer campaign
launched in 2020 for the second year. The campaign annu-
ally examines how Finnish employees perceive the responsi-
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bility of their employers. At Elo, 246 respondents responded
to the survey. The total number of respondents in the study
was approximately 6,000.

The responsibility index of Elo was 3.92 on a scale of 1 to
5, and this put us in second place in the category of large
companies. Elo’s score had improved from the previous year,
when the index was 3.79. The average responsibility index of
all employers participating in the survey was 3.70.

The best grade was for the applicant experience. This
question was put only to those who had worked at Elo for
three years. The second best grade from Elo employees was
4.27 on the meaningfulness of work and development at
work. Elo people feel that they are doing important work and
having a positive impact on society.

This was followed by work-life balance and well-being
(4.14) and investing in managerial work (4.11). A score of
less than four was given to non-discrimination (3.91), sus-
tainable development (3.80) and pay in line with the require-
ments of the position (3.04). All of the weakest grades had
seen a positive development compared to the previous year.
During the year, our experts wrote a blog about each of these
areas. The blogs are available on the elo.fi website.

BLOG

Why use gender-neutral
job titles? (elo.fi)

e READ MORE (IN FINNISH) »

RESPONSIBILITY INVESTING CLIMATE

Diversity and equality are

part of responsibility

At Elo, equality is a prerequisite for the diversity of our per-
sonnel and governance. To be able to genuinely benefit from
diversity, we first need to accept the members of the working
community as equals and appreciate the added value pro-
vided by diversity.

Elo has zero tolerance for discrimination. All possible cases
of discrimination are referred to the HR function for more
detailed investigation. Each case is handled with care and the
necessary corrective measures will be taken. There were no
incidents of discrimination reported in 2021. (GRI 406-1)

Principles of an equal and non-discriminatory workplace are
an integral part of our HR policy, and their realisation requires
that everyone is committed to the principles. Elo prepares an
equality plan once every two years, and its implementation is
monitored by the cooperation forum. Statistics are compiled
annually on the gender, pay, education and age distribution of
employees. The results concerning these focus areas reviewed
by the cooperation forum and published on Elo’s intranet.

During 2021, Elo moved to gender-neutral job titles. A few
individual titles were changed. At Elo, no particular problems in
the positioning of women and men in different roles have been
observed. Both men and women work at all organisational
levels, all professional groups and teams. There are, however,
many things that can be done to develop equality and gen-
der-neutral titles are one act among others.

Equal remuneration

Elo has a remuneration policy aimed at facilitating the achieve-
ment of Elo’s strategic goals and fairness and equality in
remuneration. Elo does not accept pay differentials due to

age, gender or other discriminatory grounds. Remuneration
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is based on how demanding the task is, the employee’s
qualifications and performance at work at all organisational
levels. A job evaluation system (HAY) is used with regard to

Elo’s specialist and managerial positions. Elo uses a reward
system covering the entire personnel.

The average pay of women in executive positions at Elo
(excluding the CEO) was 102.7 per cent of the average pay
of men in 2021. With regard to the rest of the personnel, the
average pay of women was 76.4 per cent of the average pay
of men. (GRI 405-2)

Individual and collective self-direction
support in the transformation of work
The rapid changes in working life and the development of
digital transformation are changing the nature of expert
work, which requires our employees to have new kinds of
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skills and competencies. The development of the competence
of Elo’s personnel will play an increasingly major role in the
years to come.

In our current operating environment, expertise and operat-
ing practices must change more quickly in accordance with the

requirements of our customers and the operating environment.

The need for reform will be so rapid in the future that it cannot
be controlled from above; instead, the teams themselves must
identify the need for change and ensure sufficient expertise.
This is what we are trying to do by developing individual and
collective self-direction. A pilot project on individual and collec-
tive self-direction carried out in late 2019 and early 2020 was
expanded to all of Elo during 2021.

Most of Elo’s employees worked primarily remotely during
the year. Investments in the development of individual and
collective self-direction have contributed to the fact that
remote work has gone well in the light of the results. During
the summer and autumn, Elo worked on the principles and
practices for the end of the remote work recommendation. Elo
aimed to introduce a hybrid model after the end of the remote
work recommendation, making it possible to work half of the
working hours remotely and half at the office. Due to the rec-
ommendation for remote work issued again in the autumn, the
practice could not be experimented properly in 2021.

Competence development is continuous
Each Elo employees is subject to an annual performance
review. The current state of the individual’s competence in rela-
tion to the target state of the position is assessed and a per-
sonal development plan is prepared as part of it. All Elo employ-
ees are covered by the performance reviews (GRI 404-3).
The Elossa 2030 programme launched a few years ago is

still relevant. The purpose of the programme is, in accordance
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with the perspective of individual and collective self-direc-
tion, to awake individuals and functions to consider the
changes that the transformation of working life will introduce
to our tasks and competence requirements as well as how
we can prepare for the changes. (GRI 404-2)

The Elossa 2030 programme includes a career coaching
package aimed at Elo employees who want clarity concerning
their own future direction with the help of an external coach.
To date, 23 Elo employees have participated in career coach-
ing. The experiences gained from career coaching have been
good, and the participants have recommended the training
to others at Elo.

Expertise needs are also examined at the company level.
HR services hold annual personnel planning discussions
with supervisor and senior management. The key themes
of these discussions include the competence development
of Elo’s personnel and the organisation’s long-term human
resource needs.

Remote work has steered learning to online training, and
Elo’s own online course offering was increased or updated.
Everyone at Elo must take online courses on the following
topics: Elo’s strategy, data security, safety, continuity plan-
ning, personal data, Elo’s Code of Conduct, Elo’s remunera-

BLOG

Summer jobs remotely - what
it was like from the students'
perspective (elo.fi)

@ READ MORE (IN FINNISH) »
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tion system Hay, operational risks, responsibility, anti-bribery
and anti-corruption and the prevention of money laundering.
In addition to online training and webinars, there were
approximately 1 day of training per Elo employee in 2021.
The number of days of training strongly reflects the remote
work recommendation that was in effect almost throughout
the year.

Responsible summer jobs for

the seventh summer

In addition to presenting challenges to Elo’s permanent
employees, remote work created challenges in the recruit-
ment and induction training of summer workers. Elo hired
34 summer workers who worked remotely for the most part.
An induction training partner was assigned to each summer
worker and they provided support to the summer worker
during the summer. The induction training partner discussed
the summer worker’s duties, tools, team rules and occupa-
tional safety issues with the summer worker and provided or
relayed feedback throughout the summer.

Again, we noticed that successful induction training is not
dependent on being in the same physical location. Remote
induction training can also be successful.

In a study of responsible summer jobs, Elo’'s summer job
experience was estimated at 3.71 (on a scale of 1 to 4). With
this result, we rose above the averages of our own category
(large companies), the financial sector and the entire study.
Satisfaction with Elo and the summer job was evident in the
desire to recommend Elo to friends (3.83) and work at Elo
in the future (3.67). It was particularly pleasing that we were
again able to offer tasks that the summer employees felt
were genuinely meaningful and interesting (average of the
meaningfulness of tasks in the study 3.7).
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Personnel responsibility in figures

Personnel indicators

Average work contribution

Share of women, %

Share of men, %

Full-time employees, of permanent employees, %
Part-time employees, of permanent employees, %
Fixed-term employees, %

Employee turnover, of permanent employees, %
Number of sickness absences, day/person
Average retirement age

RESPONSIBILITY INVESTING

2021
489.7
64.8
35.2
91.3
8.7
8.2
7.5
3.8
63.8

2020
490.4
64.8
35.2
90.3
9.7
9.4
4.6
4.9
63.1

Personnel by employment relationship, employment contract and sex (Gri 102-8)

2021
Permanent employment contracts, total 480
Permanent employment contracts, women 309
Permanent employment contracts, men 171
Permanent full-time employment, total 438
Permanent full-time employment, women 273
Permanent full-time employment, men 165
Permanent part-time employment, total 42
Permanent part-time employment, women 36
Permanent part-time employment, men 6
Fixed-term employment contracts, total 43
Fixed-term employment contracts, women 30
Fixed-term employment contracts, men 13

2021 %
91.8%
64.4%
35.6%
91.3%

62%
38%
8.8%
86%
14%
8.2%
69.8%
30.2%
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2020
484
315
169
437
277
160

a7
38

9
50
31
19

2020 %
90.6%
65.1%
34.9%
90.3%
63.4%
36.6%

9.7%
80.9%
19.1%

9.4%
62.0%
38.0%
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Personnel responsibility in figures

Gender balance by position (Gri 405-1)

Education distribution

‘ ‘ ‘ ‘ Doctorate degree
i 0, 0,
Board of Directors 69% 31% Master’s degree
‘ ‘ ‘ ‘ Master’s degree (university of applied sciences)
Executives 46% 54% Bachelor’s degree (university of applied sciences)
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Supervisors 32% 68% Vocational degree
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Comprehensive school
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RESPONSIBLE PRACTISES

T

Elo’s Code of Condi ~
guides ethical work
practices
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Compliance
activities

Compliance is about adhering to laws,
decrees, regulations issued by the authorities,
sector practices, good insurance practice,
internal guidelines and principles and the
Code of Conduct. It is an integral part of a
responsible corporate culture.

Compliance activities are part of Elo’s internal control. Its
starting point is to comply with the regulations issued by the
authorities and general best practices of internal control.
Compliance activities are is also part of Elo’s risk manage-
ment, where its purpose is to support business operations
especially in identifying and managing legal and compliance
risks as well as to oversee and report on them to the Audit
and Risk Committee and senior management. (GRI 102-33)

KPI OBJECTIVES

Our goal is that our governance is good and transpar-
ent. We measure the achievement of the goal with,
for example, the number and treatment of critical
compliance risks and the percentage of completion
of the Code of Conduct online course.

RESPONSIBILITY INVESTING CLIMATE
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In 2021, Elo’s Compliance function was responsible for
steering the compliance organisation. In addition to the

Compliance Officer, the compliance organisation comprised
unit-specific people responsible for compliance. Compliance
activities begin from the senior management, i.e. the CEO
and the Board of Directors, who are responsible for the law-
fulness of the company’s operations. During 2021, the com-
pliance function was strengthened as part of the develop-
ment of Elo’s governance and Elo appointed a Chief Compli-
ance Office who took up the post at the beginning of 2022.
The Chief Compliance Office is a member of Elo’s Executive
Group and is also responsible for risk management.

Elo has a confirmed process for processing identified
compliance risks, taking into account their degree of sever-

RESPONSIBILITY INVESTING CLIMATE

ity. The Compliance Officer has primary responsibility for
reviewing risks, reporting on the situations to the Board of
Directors and CEO. With regard to critical risks, the reporting
takes place immediately. (GRI 102-33) Elo has a compliance
board with three members in addition to the CEO. The board
is tasked with handling observations that are critical or oth-
erwise significant to Elo’s operations and severe compliance
situations and making decisions on them. There were no
critical compliance risks in 2021. (GRI102-34)

Elo has a whistleblower channel, allowing the reporting of
concerns and violations related to the Code of Conduct anon-
ymously. The Compliance function processes the reports and
submits the matter to the compliance board to decide on,
if necessary. One report was received via the whistleblower
channel in 2021. The Compliance function directly received
questions and requests for clarification on a weekly basis as
well as around ten reports of minor issues.

Anti-corruption guidelines
and insider guidelines
Elo has an anti-bribery and anti-corruption policy, which is
published on Elo’s website. A mandatory online course on
the policy for all Elo employees was completed by 98 per
cent by employees in 2021. (GRI 205-2) In accordance with
the principle, Elo uses a gift register in which all gifts given
and received are recorded. No cases of bribery were identi-
fied at Elo during 2021. (GRI 205-3) In addition, the risk sur-
veys did not reveal any corruption-related risks. (GRI 205-1)
The anti-corruption guidelines include separate guidelines
on sponsorship and joint projects. Elo’s partnerships and
donations to charity in 2021 are published on Elo’s website.
Elo follows an insider guideline pursuant to the Act on
Employment Pension Insurance Companies. The insider
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regulations are applicable to Elo’s investment activities and
any securities transactions being executed by personnel
belonging to the company’s sphere of insiders. Individuals
are included among the permanent insiders by virtue of their
position or responsibilities. The insider regulations are also
applicable to temporary insiders who may receive project-spe-
cific insider information.

Elo’s Code of Conduct

Elo’s Code of Conduct specifies how Elo acts in different sit-
uations. It is based on the cornerstones, or values, and oper-
ating models of Elo’s corporate culture. The Code of Conduct
addresses, among other things, good corporate governance,
data protection, corruption, working life and human rights.
Elo has an online course on the Code of Conduct that is man-
datory for everyone, with a 100% completion rate among the
management and 99.4 per cent among other Elo employees
in 2021. (GRI 412-2) Each Elo employee has an obligation to
comply with the Code of Conduct and report any suspected
breaches of the operating procedures.

Elo assessed human rights risks as part of the risk surveys
across all functions. The participants of the surveys were
also trained on human rights principles and how to take them
into account in their activities. A company-level summary of
human rights risks has been prepared. (GRI 412-2) Elo’s own
business and supply chains are mainly in Finland. There have
been no reported human rights violations at Elo.
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Data security and data protection

We are responsible for the pension security of hundreds of thousands of insured people. For us, data
protection means protecting the privacy of our private and corporate customers as well as our
employees, i.e. keeping the information confidential and processing it carefully.

We perform a statutory function as a Finnish employment
pension insurance company. It is essential for us to protect

the data of our customers, employees and other stakeholders.

Our tasks require extensive daily processing of personal data.

Data security plays a significant role in data protection.
Obligations pertaining to data security are laid out by legis-
lation and the supervisory authorities, with data protection
legislation, pension insurance legislation and the orders and
guidelines issued by the Financial Supervisory Authority being
the most important of these.

We continuously develop data protection
Data protection at Elo involves preserving the accuracy and
integrity of data, protecting data from unauthorised access
and safeguarding the confidentiality of data.

The confidential data processed by us can be divided into
personal data and business secrets. The protection of per-
sonal data and customers’ business secrets is governed by
various pieces of legislation as well as orders and instructions
issued by the authorities. Privacy and the protection of per-
sonal data are based on the Finnish constitutional provision
according to which everyone’s private life is guaranteed and
more detailed provisions on the protection of personal data
are laid down in Finnish legislation.

We continuously develop our operations with regard to
data protection to enable us to assess data protection risks
in advance and avoid them. All of Elo’s employees receive
training on data protection. We also require our service
providers to maintain a high level of data protection. Data
protection is part of our standard contractual requirements.

In order to maintain an overview, Elo has a Data Protection
Committee headed by Elo’s Data Protection Officer. The Data
Protection Committee is responsible for preparing compa-
ny-level data protection guidelines, instructions and practices
and for processing data protection incidents that have arisen
in various activities. (GRI 103-2)

In the previous reporting year, 2020, we prepared the first
data balance sheet for our internal use. The related operat-

KPI TARGET

Our goal is that our governance is good and trans-
parent. We measure the achievement of the goal,
for example, by the number of notifications made
to the Data Protection Ombudsman. The aim is to
minimise the number of notifications.
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ing models are still being developed for the future. The data
balance sheet and the data collected for it support our data
protection work. We are developing the data balance sheet
so that we will be able to communicate more about our data
protection and security level to our stakeholders.

In 2021, we made seven reports of data security incidents
to the Office of the Data Protection Ombudsman. The impact
and severity of the events have been assessed and, accord-
ing to our assessment, they did not cause any significant
harm to the data subjects. We have not received any com-
plaints from the authorities regarding data security or data
protection. (GRI 418-1)

Data security is everyone’s responsibility
Acting responsibly is the most important principle of Elo’s
data security. The objective of data security is to safeguard
the reliability, usability and availability of the data processed
by Elo and to prevent confidential information from falling
into the wrong hands.

Good management of data security requires continuous
monitoring of activities, long-term planning and resourcing,
preparation for diverse threats, compliance with the agreed
procedures, guidelines, training and communication. Data
security is an integral part of the quality of our operations
and services, overall security and every Elo employee’s daily
processing of data.

Our data security is based on the data security policy
approved by the Board of Directors in 2019. We have
updated our data security principles and the guidelines
derived from them to comply with the revised policy.

In a key role in Elo’s data security management is a
security team consisting of representatives from different
departments of the company. The security team reports to

RESPONSIBILITY INVESTING CLIMATE

the executive group of Elo.Data security in practise is coordi-

nated by the Data Security Manager working in IT administra-
tion. We see to the high level of data security through contin-
uous training and data security audits of different systems.
Every Elo employee must complete an online course on data
security annually. In addition, we provide training customised
based on duties to the different functions. (GRI 103-2)

We closely cooperate with our various IT service provid-
ers and data security partners. As a company critical to
emergency supply, we cooperate with various authorities
with regard to data security. In 2021, special emphasis was
placed on updating and developing data protection docu-
mentation and the data security of e-mail solutions. Due
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to the coronavirus pandemic, Elo people primarily worked
remotely. Secure remote work practices were communicated
throughout the year via El0’s intranet and by supervisors.

In some functions, processes were changed to reduce risks
from teleworking. As a result of the experience gained in
2020, data protection and data security were realised well
during the second year of COVID-19 as well.

66



e

RESPONSIBILITY INVESTING CLIMATE

CUSTOMERS

PERSONNEL

Environmental aspects of our own operations

One of the objectives of our responsibility
programme is to create a sustainable
environment by taking environmental aspects
into account in our operations.

We develop our own environmental work through WWF'’s
Green Office system, for example, having been a member of
it since early 2020. The Green Office guides and supports
us in acting in a more responsible way. Our Green Office
work is in an early phase, but we have taken environmental
aspects into account in our office environment even before
membership.

Elo has a Green Office team with representatives from all
over Elo. The team met remotely four times during the year.
With the help of the Green Office commitment, we aim to
reduce the carbon footprint of our offices and use natural
resources efficiently. One important objective is to increase
awareness of environmental impacts and targets. During
the year, a blog series was launched to make Green Office

KPI TARGET

Our goal is to take environmental aspects into
account in our operations and strive to minimise
negative impacts. Our KPIs are the direct and indirect
carbon dioxide emissions of our operations.

Small steps towards a
sustainable environment

ELO ANNUAL AND RESPONSIBILITY REPORT 2021

OPERATING METHODS

67



known to the personnel and illustrate the impacts of day-to-
day actions. During remote work, however, campaigning and
communications related to the energy saving of offices were
lower than planned.

Resource-wise change in the
working environment
In 2021, we continued to implement an extensive working
environment project. The circular economy and low-carbon
approaches were taken into account in planning the project.
Layout solutions for the office environment were designed to
suit different working methods. The aim of the change was
to achieve privacy at work, efficiency and communality. The
project used existing elements and structures as much as
possible while also preferring recycled materials and locally
produced goods. In accordance with our objectives, we
introduced energy-efficient lighting and lighting control. The
well-being of facilities is also maximised through ventilation.
Consideration of the environment is also visible in the
office environment as concrete small everyday choices. Card-
board cups are no longer used, certified coffee is chosen
and the aim is a paperless office. The service provider of
our personnel restaurant has goal-oriented responsibility
objectives, which take into account the entire chain from the
choice of suppliers to the reduction of food waste.

Carbon footprint calculated

for the first time

The biggest environmental impacts of Elo arise through
investment activities. In our materiality assessment carried
out in 2020, environmental aspects of also other activities
were also highlighted as more important than before. One

RESPONSIBILITY INVESTING CLIMATE

of the goals of the 2021 responsibility programme was to

find out the carbon footprint of Elo’s own operations and set
goals for it.

In 2021, Elo calculated its direct and indirect carbon
dioxide emissions according to the Greenhouse Gas Protocol
(GHG) for the first time. The aim is to reduce the CO, emis-
sions that can be affected by the activities of Elo.

Elo’s total carbon dioxide emissions in 2021 were 7,674
tCO,e (excluding investment operations), of which Scope 1
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emissions were 147 (GRI 305-1), Scope 2 was 323 (mar-
ket-based) (GRI 305-2) and Scope 3 was 7,203 (GRI 305-
3). Emissions are classified into three categories: scope 1
emissions are direct emissions from owned and managed
resources, scope 2 emissions are emissions from purchased
energy and scope 3 emissions are indirect emissions from
own activities, such as purchases and commuting.

Indirect scope 3 emissions are the highest. Elo can reduce
the scope 3 emissions of its own operations, for example,
through efficiency and indirectly through its own operating
principles with guiding principles and increasing environmen-
tal awareness, for example. The principles for calculating the
carbon footprint can be found on page 69. The carbon foot-
print of investments is described on page 35 of the report.

Electricity for the Elo building

with wind and solar energy

Elo’s office in Tapiola, Espoo, is a renovated property built in
1975. Starting from 2020, the property uses renewable wind
energy. The target for reducing the scope 2 emissions of Elo’s
electricity and energy consumption has been linked to the
Energy Efficiency Agreements of the real estate sector as part
of Elo’s direct investments in domestic real estate.

During 2019, an extensive energy survey was carried out at
Elo’s office building. The measures continued in the course of
2021. Among other measures, a solar power plant was built
at the property in 2021. Investing in solar energy is one of the
measures that will promote Elo’s energy efficiency targets.

Elo is committed to energy efficiency agreements and has
set precise energy-saving targets for its properties. Reducing
electricity consumption can also be influenced through Green
Office practices and training, for example, and this work will
continue.
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Reporting principles

Elo’s annual reporting is comprised of the
annual and responsibility report, the Board of
Directors’ report and financial statements, the
non-financial disclosures included in the report
of the Board of Directors and a separate
corporate governance statement. Elo’s
financial statements include a risk
management note.

The Board of Directors of Elo approves the annual and
responsibility report as part of the company’s overall finan-
cial annual reporting. Elo publishes an annual and responsi-
bility report every year. The previous report was published in
March 2020. The reporting period is January 1 to December
31, 2021. (GRI 102-32) The annual and responsibility report
is mainly prepared from the perspective of the parent com-
pany of Elo Mutual Pension Insurance Company.

The financial indicators are based on Elo’s accounting,
financial reporting and financial statements. The financial
statements are prepared in accordance with the Accounting
Act, Limited Liability Companies Act and Insurance Com-
panies Act and the acts on employment pension insurance
companies. The financial statements comply with the Min-
istry of Social Affairs and Health decree on the financial
statements and consolidated financial statements of insur-
ance companies, the Accounting Decree, calculation bases
adopted by the Ministry of Social Affairs and Health and the
regulations and guidelines issued by the Financial Supervi-

sory Authority. The personnel figures cover the parent com-
pany’s personnel and the key figures have been calculated
with the HR systems.

Elo’s annual and responsibility report has been prepared
by reference to the Global Reporting Initiative (GRI) stand-
ards. In addition to these, we also report information related
to Elo’s own essential topics of responsibility. The scope
of the report mainly corresponds to the Core level of the
GRI standards. Elo’s annual and responsibility report 2021
includes a report on the risks and opportunities related to
climate change in investment activities in accordance with
the TCFD. The report includes an assessment of the consid-
eration of climate issues of investment operations in Elo’s
management, strategy and risk management, as well as
objectives and indicators related to climate issues.

Emissions accounting of Elo’s own
operations (excl. investment operations)
The biggest environmental impacts of Elo arise through
investment activities. In our materiality assessment carried
out in 2020, environmental aspects of also other activities
were also highlighted as more important than before. Elo
reports the carbon dioxide emissions of its own operations
in accordance with the Greenhouse Gas Protocol (GHG)

as carbon dioxide equivalents. Elo’s emissions accounting
covers scope 1, scope 2 and scope 3 emissions. The most
recent available relevant emission factors for the different
categories are in the accounting. The accounting is based on
Elo’s accounting guideline.
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Responsible investment

With the currently available tools, calculating the carbon
footprint for the entire portfolio and other climate risk metrics
is inaccurate for a large institutional investor. We focus on
identifying climate risks and opportunities at the asset class
and portfolio level, especially in listed equity and corporate
bond investments and real estate.

The weighted average carbon intensity of listed equity and
corporate bond investments is calculated from the emissions
of the investee companies in relation to their revenue (WACI,
tCO,e/mUSD revenue, scope 1, 2). The market value-based
carbon footprint (tCO,e/mUSD invested, scope 1+2) is
calculated in relation to the USD invested and the market
value-based carbon intensity (tCO,e/mUSD revenue, scope
1+2) in relation to revenue. Absolute emissions have been
calculated based on market value and/or EVIC in tonnes of
CO, equivalent (tCO,e, market value and/or EVIC, scope 1, 2
and 3).

The calculation of the key figures takes into account the
scope 1 and 2 emissions of the listed investee companies.
The companies’ scope 3 emissions in absolute emissions are
calculated for upstream. The scope 1 greenhouse gas emis-
sions are direct emissions from sources owned or controlled
by the undertaking, such as self-generated energy. Scope
2 emissions include indirect emissions from the energy
acquired by the company. Emissions are accounted for using
standardised carbon dioxide equivalents, describing the com-

bined global warming potential of different greenhouse gases.

Company-specific emissions for listed companies are
based on the most recent data available. Where public ver-
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ified data is not available, estimates based on the service
provider’s calculations are used. Elo’s investment are per the
last day of the year.

Sustainable impact solutions in direct listed equity and
corporate bond investment are calculated as a weighted
average, using portfolio weights and each issuer’s percent of
revenue generated from sustainable impact solutions. The
green bonds are fully noted in the calculation. The shares of
sustainable impact solutions in infrastructure investments
have been assessed at the fund level. The share of sustaina-
ble solutions has been calculated by taking into account the
market value of the entire fund if there are sustainable solu-
tions in any of the fund’s target companies. The figure does
not take into account the revenue of target companies.

EU taxonomy eligibility has been calculated as a weighted
average of the value of listed equity investment in taxono-
my-eligible economic activities of investee companies in rela-
tion to Elo’s direct listed equity investments. Taxonomy-eligi-
bility is estimated based on investee companies’ turnovers.

For domestic real estate investments, market-based scope
2 emissions of direct real estate holdings are reported. The
emission factors used for district heating are obtained from
energy companies. The reporting covers 89% of direct real
estate assets. The weighting is based on the rentable floor
area.
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Elo's GRI content index 2021

DISCLOSURE CONTENTS
GENERAL CONTENT

Description of the organisation

102-1
102-2
102-3
102-4
102-5
102-6
102-7
102-8
102-10
102-11
102-12
102-13
Strategy
102-14

Name of the reporting organisation

Activities, products and services

Location of the company’s headquarters

Location of operations

Ownership structure and legal form

Market served

Scale of the organisation

Information on employees and other workers

Significant changes in the organisation and supply chain
Precautionary Principle or approach

External principles or initiatives approved or promoted by the organisation

Membership in organisations and advocacy organisations relevant to corporate responsibility

CEQ’s review

Business ethics

102-16
102-17

Values and business principles
Mechanisms for advice and concerns about ethics

Corporate governance

102-18

Governance structure

Stakeholder engagement

102-40
10241
102-42
102-43
102-44

List of stakeholdergroups

Collective bargaining agreements
Identification and selection of stakeholders
Principles of stakeholder engagement

Key issues and concerns raised
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REPORTING, PAGE NUMBERS AND FURTHER INFORMATION

Elo Mutual Pension Insurance Company

p. 7,40, 45, 48,51

Revontulentie 7, 02100 Espoo

p. 15

Elo is a mutual insurance company.

15

.7,8

.60, 61

. 6, Report of the Board of Directors and Financial Statements, www.elo.fi
. 26, 63 Report of the Board of Directors and Financial Statements
.22,24,26,28

.15, 16, 22

p.5,6

p.9
p. 64

Corporate Governance Statement, www.elo.fi

p. 15,16

Collectively negotiated collective agreements 92% (31 Dec 2021).
p. 15, 16

p. 15, 16

p. 12,41, 43, 50, 52

ELO ANNUAL AND RESPONSIBILITY REPORT 2021 71



e

RESPONSIBILITY

DISCLOSURE CONTENTS
Reporting policy

102-45 Entities included in the consolidated financial statements
102-46 Defining report content and topic Boundaries

102-47 List of material topic

102-48 Changes in previously reported information

102-49 Changes in reporting

102-50 Reporting period

102-51 Date of last report

102-52 Reporting cycle

102-53 Contact details for more information

102-54 Claims of reporting in accordance with the GRI Standards
102-55 GRI Content Directory

102-56 External assurance

MANAGEMENT APPROACH

103-1 Explanation of material topics and its Boundaries

103-2 The management approach and its components

103-3 Evaluation of the management approach

ECONOMIC IMPACT (SUSTAINABLE SOCIETY)

Economic performance

2011
201-2
203-2
205-1
205-2
205-3

Direct economic value generated and distributed

Financial implications and other risks and opportunities due to climate change

Significant indirect economic impacts
Operations assessed for risks related to corruption
Communication and training about anti-corruption policies and procedures

Confirmed incidents of corruption and actions taken
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REPORTING, PAGE NUMBERS AND FURTHER INFORMATION

Report of the Board of Directors and Financial Statements

p. 11, 14, 69

p. 11,12

Any significant changes explained in connection with the texts.

Most of the scope of the GRI Core reporting was implemented this year.
1 January - 31 December 2021

3/18/2021

The report is published annually

viestinta@elo.fi

Corporate responsibility is reported using the GRI framework as a
reference. At present, the scope is mostly at the Core level.

p. 71

The report has not been assured

p. 10, 12, 21, 26
p. 23,51, 65, 66
p. 11, 25, 33, 43, 52

Partly, p. 8, 18

TCFD Report, p. 31-34

p. 8, 14, 20-26, 47, 48, 49, 52
Partly, p. 64

Partly, p. 64

p. 64
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DISCLOSURE CONTENTS
ENVIRONMENTAL IMPACT (SUSTAINABLE ENVIRONMENT)
Energy and water
302-1 Energy consumption within the organization
3024 Reduction of energy consumption
Emissions
305-1 Direct GHG emissions
305-2 Energy indirect GHG emissions
305-4 GHG emissions intensity
SOCIAL IMPACT (SUSTAINABLE WORKING LIFE)
Employment
401-1 New employee hires and employee turnover
Occupational health and safety
403-1 Occupational health and safety management system
403-2 Accident identification, risk assessment, and incident investigation
Education
404-1 Average hours of training per year per employee
404-2 Programs for upgrading employee skills and transition assistance programs
404-3 Share of employees covered by regular performance assessments and development discussions
Diversity and equal opportunity
405-1 Diversity of governance bodies and employees
405-2 Ratio of basic salary and remuneration of women to men
Non-discrimination
406-1 Incidents of discrimination and corrective actions taken
Human rights assessments
412-2 Employee training on human rights policies and procedures
Privacy of customers
418-1 Confirmed complaints related to violations of customers' privacy and loss of customer data
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REPORTING, PAGE NUMBERS AND FURTHER INFORMATION

Partly p. 29

Partly p. 28

Partly, p.64

Partly, p. 35, 64
p. 29, 35

p. 58, 60

p. 56
p. 56

p. 59
p. 59

p. 59

p. 61
p. 59

p. 56, 58

Partly p. 64

p. 66
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Visiting address: Revontulentie 7, 02100 Espoo
Postal address: FI-00041 ELO

Telephone: +358 20 703 50 Fax: +358 20 703 5100
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