Working

today for
a brighter
tomorrow




Keva — a reliable
pension Institution




e serve the Finnish public sector in
pension matters. We take care of
the pensions of the personnel of the

municipalities, the State and the Evangelical
Lutheran Church of Finland, and are responsi-
ble for the financing of local government
sector pensions and investing the pension
funds.

We develop the local government pension
cover and working life and contribute to the
Finnish social security system by taking care of
the pensions that we have been entrusted
with. We handle pension matters in a cus-
tomer-oriented and efficient manner and take
care of the investments reliably and produc-
tively.

Our operating environment is going
through many changes. The aging of the popu-
lation is causing pension expenditure to rise,
municipal and service structures are undergo-
ing a transformation and working life is also
experiencing changes.

Societal changes require us to have the abil-
ity to forecast future needs and to respond to
these swiftly. We strive to offer our customers
strong expertise and to develop our services
and our way of operating to match their needs.

94

We consistently offer the Finnish local
government sector the best and most
economical option for arranging and

financing their employees’ pension

cover. We also provide the public
sector with the best services in the
earnings-related pension insurance
sector. Due to the continuous
increase in life expectancy

in Finland people’s careers

must also be extended.

This is why we at Keva

strive to support, in
numerous ways, the local

government sector in its
efforts to improve working life.”

Merja Ailus
CEO
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eva is an independent public corporation

that takes care of the financing of mu-

nicipal pensions and handles the pension
affairs of the public sector. We provide services
to our 900 member organisations, including all
cities, municipalities and joint municipal boards
as well as a number of municipal companies,
associations and foundations. The number of
insured employees and pension recipients totals
approximately 1.3 million. Keva employs 540
experts.

‘ KEVA IN BRIEF

Our vision

Keva consistently offers the Finnish
local government sector the best
and most economical option for

arranging and financing their
employees’ pension cover. We also
provide the public sector with the

best services in the earnings-related

pension insurance sector.

Our mission OIV@VEIVES

Keva’s mission is to
comprehensively take care
of public-sector pension

implementation.

e Social responsibility
e Customer orientation
e Fairness and reliability
¢ Transparent co-operation
o Readiness to adapt



Expert in public

sector pensions




ur services are built on our solid exper-
O tise in the Finnish pension scheme and

the related legislation. Our customers
receive knowledgeable advice and flexible
service in all pension matters. We conduct our
operations efficiently and economically. Our
aim is to guarantee uninterrupted income for
those who retire and, therefore, we process
pension applications in the shortest time
possible.

Our extensive website contains information
and services for both employers, employees
and pension recipients, and the number of
users who log in exceeds 100,000 annually.
Over 70 per cent of municipal pension applica-
tions are submitted electronically, and the
municipal pension calculator, for example,
is used 65,000 times per year.

We offer high-quality and extensive pension
services to municipal, state and church employ-
ees and pension recipients. We give advice in
pension affairs, process pension applications
and make pension decisions; we pay pensions
and rehabilitation allowances and provide serv-
ices in vocational rehabilitation.

Our offering also includes a range of advi-
sory and other services for municipal employ-

ers, from improving occupational well-being to
the calculation of pension liabilities. Keva's
website includes extranet services to help
municipal employers take care of matters relat-
ing to pensions and pension payments. The
extranet also provides comprehensive informa-
tion on pension payment forecasts and pension
statistics.
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Full disability pension is not neces-
sarily the best or only option for
someone with reduced work
capacity. In this kind of situation
we try to present other options,
and we have, in fact, together
with the customer often found
a solution that is better for both
the employee and the employer.”

Maija Kinni-Eloranta
Pension Decision Manager




Support for
continuing at work




eveloping working life is an important
D aspect of managing the changes within

the local government sector. We act as
a partner in improving well-being at work and
prolonging careers, with the aim of ensuring
that the local government sector has all the
available means at its disposal to support
continuing at work.

We support continuing at work through
vocational rehabilitation, co-operation in the
field of occupational health, pension solutions
that make use of the remaining working capac-
ity, and through studying and developing work-
ing life and well-being at work. The objective is
to have as many employees as possible work
until their personal retirement age or beyond it,
or be able to continue working despite a weak-
ened capacity, and to have as few disability
pensions as possible.

We offer comprehensive services to
strengthen the co-operation skills of the work
community and to improve the management of
well-being at work, including consultation,
coaching, advice and training in well-being at
work.

CONTINUING AT WORK
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Investing in preventive action is essential
when supporting continuing at work.
A management and behavioural culture
that encourages open discussion at all levels
supports the creation of an atmosphere of
trust. This also facilitates the handling
of issues that interfere with the
desired behaviour. Over time,
problems tend to escalate unless
they are dealt with.”

Taina Tuomi
Well-Being at Work Manager




Securing the financing
of municipal pensions

-



based primarily on the sector’s payroll. We are
responsible for ensuring the sufficient financing
of municipal pensions.

from employees and employers. Pension
contributions are an essential part of the
economy of the Finnish municipalities and are

e Nq

- |
' Keva also strives to promote longer careers
through pension payment structures: fees

TN normally collected from early retirement

Pensions are funded through contributions

pension are not collected from partial
disability pension. If a person on early

retirement is able to return to work

through vocational rehabilitation or work
arrangements, contributions based on
early-retirement pension expenditure
are substantially reduced.”

Allan Paldanius
Director, Actuarial Affairs

FINANCE

Pension contributions are based on paid
wages and salaries and pension expenditure.
The level of the contributions is decided by
Keva's Council. The pension contributions
depend on the length of careers and how
extensively the pension cover of personnel pro-
viding municipal services is arranged at Keva.

The contributions collected from employers
and employees are mostly used directly to pay
out current pensions. The assets that are not
used for that purpose are transferred to a pen-
sion liability fund to cover future pension
expenditure. Funding helps to prepare for the
increase in pension liabilities in the future. Our
status differs from private earnings-related pen-
sion companies in that the municipalities
together guarantee the pension liabilities. The
current value of benefits accrued in the munici-
pal pension scheme totals approximately EUR
90 billion, of which Keva has funded nearly
EUR 30 billion.

Keva is in charge of financing the municipal
pension system and investing municipal pen-
sion assets. State pensions are financed from
the state budget and the State Pension Fund
(VER) is responsible for investing state pension
assets. The Central Church Fund is responsible
for financing the Church’s pensions.



A reliable o)

of pension assets '




e are responsible for investing the
pension assets of the Finnish local
government sector. Keva is a long-

term investor. Our investment activities are
regulated by the Local Government Pensions Act
and our own investment plans and strategies.

Current investment returns are funded for
the payment of future pensions. According to
our estimates, we will start using the investment
returns to pay municipal pensions at the end of
this decade.

Our goal is to allocate the investments such
that they balance out, as successfully as possi-
ble, the forecasted increase in pension expendi-
ture. Investment decisions are based on the
security and return rate of the investments, on
how readily they can be liquidated, and on
diversification. In addition to securing future
pensions, our investment operations support

Amount and breakdown of investments

Breakdown of investments on 31 December 2010 at market value:

INVESTMENTS
Finnish entrepreneurship through private equity
investments and the production of rental flats
through real estate investments. Keva’s princi-
ples of social responsibility also guide our
investment operations.

We diversify our investments in
the equity, fixed-income, com-
modity, and real estate markets,
as well as in funds and private
equity markets globally. Diversifi-
cation minimises the inevitable
risks involved in investment
operations. At the end
of 2010 the market
value of the invest-
ment assets man-
aged by us was
approximately
EUR 28.8 billion.

q¢

Alternative investments, such as
private equity and commodity
investments and hedge funds,
have become more popular for
pension investments. They help
us to further diversify our
investments. The return
expectations and often the
risks are higher than for
traditional investments.
Therefore the allocation
of the investments is
an elaborate and time-

Quoted equities 43.5%

éﬂﬁ .

Fixed-income investments (bonds, money
market investments and loans) 43.2%

3. Real estate investments 7.6%

4., Private equity investments 4.0%

. Hedge-fund investments 1.7%

consuming process.”

Markus Frosterus

The market value totals approximately EUR 28.8 billion.

Senior Portfolio Manager




EXtensive
supervision




eva’s operations are closely regulated and
Ksupervised. The Ministry of Finance is

responsible for the general supervision of
our operations. Long-term financing and invest-
ment operations are supervised by the Financial
Supervisory Authority. The National Audit Office
of Finland and external auditors also supervise
our operations.

Keva's Board of Directors is responsible for
arranging appropriate internal control. In prac-
tice, internal control is taken care of by means
of daily monitoring, risk management and inter-
nal audits. The aim of internal control is to
secure Keva's efficient, economical and reliable
operation in the management of public sector
pensions. Internal control is part of our daily
management and operating culture.

The highest decision-making authority in
Keva is the Council, the members of which are
appointed by the Ministry of Finance for the
municipal electoral period. The 30 members of
the Council represent the local government
sector and local government labour unions.

The Council appoints Keva's Board of Direc-
tors.

Keva’s Board has nine members and a
two-year term. The Board's function is gener-
ally to steer and monitor the operations of Keva
and to decide on the pension fund investment
plan.

Our administration also includes two essen-
tial bodies: the Investment Advisory Committee
and the Working Life Development Working
Group. The members for both bodies are
appointed by the Board. The Investment Advi-
sory Committee comprises representatives of

SUPERVISION AND ADMINISTRATION

Pension decisions made by Keva may be
appealed to the Pension Appeal Board, and
decisions made by the Pension Appeal Board
may be appealed to the Insurance Court.

employee organisations, the Ministry of Finance
and the Ministry of Employment and the Econ-
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The world is constantly changing, and our
operating environment is more unpredictable
than ever. Risk management as a key area of
internal control
"5 3 natural part
of our daily
activities. It aims to
forecast change and to
analyse and control its
impacts. Risks may relate to
any area of business, so every Keva
employee contributes to risk
management.”

Virve Haapolahti
Risk Management Assistant
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