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TESI'S IMPACT REVIEW

Tesi

Together creating Finland's new global success stories.

« We are raising Finland to the front ranks of transformative economic
growth by financing growth companies.

- We invest in venture capital and private equity funds and also directly in
companies as a minority owner.

- We invest profitably and responsibly, aiming for a positive societal impact.
« We develop Finland's venture capital and private equity market.

- We offer information and experience to companies, investors and
policymakers.

- We are a 100% state-owned venture capital and private equity
Investment company.
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Tesl's Impact Review

Tesi's (Finnish Industry Investment Ltd) Impact Review
complements the Corporate Responsibility section, pub-
lished as a part of the annual report, by illustrating the
positive, indirect impacts of our operations on the Finn-
ish society.

The Impact Review is published in early autumn due to
the nature of our operations and some of the informa-
tion needed only being available after annual reports.
\ X, lk _‘ . : A major part of Tesi's role is to produce insightful data.
\ ‘\;_,_;,_.',,.h.“,“”, N, N . Y — : We have become more capable in doing so, and we can
i N - "N e now provide a more comprehensive outlook on our in-
. “ direct impact.

R Tl .
N N .
\ s h -'-.1_ "

In this review, figures include not only those from the
_ financial statement 2021 but also from the impact ques-
R kit ul \‘1 b . . . . .
RN I »\ ' : tionnaire, conducted in spring 2022, and from our data
| T N 3 | model.

Click here for the Finnish version

g Twitter m Linkedin
@TesiFll Tesi (Suomen Teollisuussijoitus)



https://www.tesi.fi/en/document/impact-review/
https://twitter.com/TesiFII
https://www.linkedin.com/company/finnish-industry-investment-ltd
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1 Tesl's strategy

How?

&
-ail i

We are an active investor and

Mission a skilled owner: we create value. Vision 2030
Pror_note the_grow_th a.lnd n Finland rises to
the internationalisation
of Finnish companies as We strive for the forefront of

a significant societal impact. -
well as develop transformative
the private equity E ﬂ e Conomic
and venture capital e share incichtful knowled
e share insightful knowledge
market and knowhow, we develop networks. g IOWth
Mandate
Minority investor, channeling funding to market bottlenecks Operating on market terms and profitably

Improving the availability of private capital Responsible and significant societal impact
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2 Tesi's ESG framework and material topics of corporate responsibility

OUR CORPORATE responsibility framework,
which we updated in 2021, is used to manage
and measure our corporate responsibility with
clear targets in mind.

The framework includes both responsibility
for our own activities (footprint) and the indi-
rect social impact of our activities (handprint),

Societal impact

Corporate

responsibility

Levels of corporate
responsibility

on which this Impact Review mainly focuses.
The framework addresses four aspects of cor-
porate responsibility, around which we sys-
tematically create value: prosperity, environ-
ment (E), social (S) and governance (G). Several
standards and recommendations are used as
source material for the framework, including

Mitigation of
climate change
Management of energy

Economic profitability .
and sustainability
Employment and creation

of economic wellbeing consumption
Innovations * Management of waste
Supply and distribution and materials

chains Water and waste water
Competition and Air pollution
marketing Biodiversity and
Taxes ecosystems

GRI, SASB, WEF (SCM) and the EU's Sustainable
Finance Action Plan.

Based on the feedback from our stakehold-
ers, we have identified material topics that
are central to our operations. Of these topics,
in spring 2022, we further selected three points
for special focus, to speed up positive change

] _0©O Principles of ©
—

and generate societal impact - mitigation of cli-
mate change, work life practices and corporate
governance.

Read more about the corporate responsibili-
ty situation in our portfolio companies in chap-
ter 5.4.

* Health and wellbeing * Governance
* Work life practices * Risk management
Diversity and equal Business ethics

opportunity
Human rights
Customer wellbeing and
product safety
+ Knowledge and training

Subdivisions of corporate responsibility

Management quality
Stakeholder relationships
Cyber and information
security
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3 Positive impact with active,

skilled ownership

Exceptional events - the prolonged corona pandemic and Russia’'s war of aggression

- have caused massive human suffering and heightened concerns about the global
economy, energy sufficiency and the rate of inflation. These acute crises can, however,
speed up technological development, innovative thinking and the green transition.
There is, therefore, growing demand for active skilled ownership that makes a positive

socletal impact.

IN EARLY 2022, we also saw a worldwide decli-
ne in valuations, especially of technology com-
panies, and a partial slowdown in the financing
rounds of growth companies. Nevertheless,
there are still promising growth companies
and fund capital looking for investment targets
in the market.

Research shows that businesses backed by
venture capital and private equity grow, invest
and employ more, and also conduct considera-
bly more R&D. This is evident in the almost 450
Finnish companies in which Tesi is involved as
a minority owner. We believe that growth com-
panies play a vital role in diversifying Finland's
economic and industrial structures and in sol-

ving present and future global challenges. We
want to help enable the sustainable growth
and internationalisation of these companies.
In a properly functioning venture capital and
private equity market, growth financing and
growth companies will meet each other.

We seek to maximise our positive societal
impact through our operations. In addition to
economic sustainability, a condition for our in-
vestment is that it meets our ESG criteria, that
the investee company or fund wants to deve-
lop its corporate responsibility, and that we
will be able to influence the development of
its operations together with our partners. In
spring 2022, we selected mitigation of climate

change, employment practices and good go-
vernance as the areas in which we particularly
want to speed up positive change.

Venture capital and private equity invest-
ment is, by nature, active and professional
ownership. Tesi supplements the market and
always operates hand-in-hand with private

co-investors. | would like to thank all Tesi per-
sonnel and all the growth companies, funds,
market players, policymakers and other part-
ners with whom we have closely collaborated.

Jan Sasse
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4.1 Societal impact through ownership

TESI prom.ote.s the growt.h and |nt§rnat|on§I|- Tesi promotes the growth
sation of Finnish companies as a skilled, active

owner. As of May 2022, we were direct or in- and internationalisation
direct minority owners in almost 450 Finnish of Finnish companies as a skilled,

companies. These companies amassed annual  active owner.

revenue of EUR 11 billion and they employed

more than 70,000 people. In 2021, the taxes

they paid in Finland totalled around EUR 1.3 Net sales of EUR 11 billion

billion.

Over 70,000 jobs

Tax receipts* in total EUR 1.3 billion

* Including value-added tax, direct taxes and corporation taxes
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4.2 Themes for impact investing

WE HAVE selected five impact themes, which
we use in our investment operations to pro-
mote the achievement of the sustainable de-
velopment goals (SDGs) under the UN's Agen-
da 2030. We apply these themes to supporting
and encouraging companies to solve today's
challenges as well as the challenges of the fu-
ture: Sustainable Production and Efficient Use of
Resources,; Sustainable Consumption and Cities;
Renewable Energy and Energy Efficiency; Good
Health and Wellbeing; and Learning & Equal Op-
portunity.

:

Sustainable production
and resource efficiency

DECINT WK AND

ECOMOMIC CRIWTH

Economic growth and
equality in working life

i

Sustainable consumption

and cities

DECINT WK AKD 9 ISINCETHY. IVITON
D) [N RAS RTINS

ECONOMIG CROWTH

ol | &

ol

Renewable energy

and energy efficiency

13 CRIBATE
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GEWDER FEACE, RISTICE
EQUALITY 18
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Good health
and wellbeing

GEWDER
EQUALITY
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2
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Learning and equal
opportunity

QUALITY 10 EEDUCED
EDUCATION INETHLRLITIES
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Case Finnforel: Ecologically farmed fish

a new export industry?

FINNFOREL is a Finnish family business that
specialises in applying genetics to fish farming
and deploys water recirculation technology to
reduce its environmental impact.

“At Tesi, we want to invest in technologies and
companies that solve issues such as harmful
emissions of greenhouse gases and nutrients.
When fish are farmed with water recirculation
technology, the production of one type of an-
imal protein becomes more ecological, with a
smaller carbon footprint. Finland is one of the
frontrunners in water recirculation technology,
and Finnforel is a prime example of sector-spe-
cific, deep knowhow. We are happy to invest
in what could be the next significant export

industry in Finland,” explains Miikka Salmi-
nen, Investment Manager at Tesi.

Tesi made its initial investment in the com-
pany in 2021. The investment was financed
through a share issue, Tesi’'s Circular Econo-
my programme, and the EFSI co-investment
mechanism created with the European In-
vestment Bank. Read more about our invest-
ment in Finnforel.

P

FINNFOREL

4.2.1 Sustainable production and efficient use of resources

1"

Case Onego Bio: Animal-free egg white

ONEGO BIO is a Finnish biotech company that
develops, markets and sells animal-free egg
white protein. A spin-off from the Technical
Research Centre of Finland (VTT), the compa-
ny aims to replace egg white - one of the most
widely-used animal proteins in the world - with
its cellular agriculture product.

Bioalbumen can be produced on an industri-
al scale, and more sustainably than animal-de-
rived products. Consequently, the global
environmental problems caused by overcon-

sumption of animal proteins, such as green-
house gas emissions, a lack of clean water,
eutrophication, and the depletion of natural
resources, can be mitigated. Tesi owns Onego
Bio through its investment in Maki.vc's fund.
See more about the company.

ONEGGQ‘G"



https://www.tesi.fi/en/news-item/finnforel-to-invest-eur-45-million-in-new-production-facilities-and-build-first-selective-breeding-centre-for-rainbow-trout-in-finland/
https://www.tesi.fi/en/news-item/finnforel-to-invest-eur-45-million-in-new-production-facilities-and-build-first-selective-breeding-centre-for-rainbow-trout-in-finland/
https://www.onego.bio/
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4.2.2 Sustainable consumption and cities

Case Puurakentajat: A pioneer in more
responsible solid wood construction

PUURAKENTAJAT GROUP, a Finnish compa-
ny specialising in solid wood construction, is
a splendid example of a business addressing
global sustainability challenges. Since most of
the world's carbon dioxide emissions are pro-
duced by construction activities, using wood
that binds carbon is of increasing importance.
Wood construction is experiencing strong
growth, not only in Finland but also worldwide.

“Tesi has identified wood construction as a
growth area with opportunities for high pos-
itive impacts. Using solutions based on solid
wood improves sustainability of the construc-
tion value chain and increases the added val-
ue of wood in Finland. We want to support the
growth of the entire wood construction eco-

system by increasing Finnish industrial in-
vestments. Puurakentajat is a pioneer in sol-
id wood construction in Finland and now has
new owners to support its long-term growth
ambitions,” says Esa Koponen, Investment
Manager at Tesi.

Tesi made its initial investment in the com-
pany in 2021. Read more about our invest-

ment in Puurakentajat.

F

PUUrakKenTa|aT.FlI
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Case Fiksuruoka: More sustainable
consumption by tackling waste

FIKSURUOKA, a Finnish startup now operating
internationally, reduces food waste by the on-
line selling of food and other consumer prod-
ucts that would otherwise end up in landfills
when discarded by suppliers, importers, and
wholesalers.

Fiksuruoka'’s societal impact is a reduction of
food wastage, which is a considerable problem
both in Finland and elsewhere in the world.
Globally some 30%, and in Finland around 10-
15%, of the food produced ends up as waste?,
creating unnecessary environmental impacts

and emissions. The company has succeed-
ed in reducing food wastage by over seven
million kilogrammes. Tesi owns Fiksuruoka
through its investment in Verdane’s fund.
See more about the compa-ny (Finnish only).

* Source: Natural Resources Institute Finland's (LUKE) article on Food wastage in Finland (Finnish only).



https://www.tesi.fi/en/news-item/puurakentajat-group-raises-new-funding-for-growth-2/
https://www.tesi.fi/en/news-item/puurakentajat-group-raises-new-funding-for-growth-2/
https://www.fiksuruoka.fi/
https://www.fiksuruoka.fi/
https://www.saasyoda.fi/ruokah%C3%A4vikki-suomessa
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Case Solnet: Smart solar energy

SOLNET GREEN ENERGY develops and sup-
plies smart solar energy installations and sup-
port services for business and industrial use.
Solnet has enjoyed rapid growth in recent
years by helping large and mid-cap European
companies reach their sustainable develop-
ment goals and boost their energy self-suffi-
ciency.

"Our investment in Solnet promotes both
Tesi's ‘Renewable energy and energy efficien-
cy’ impact theme as well as sustainable devel-
opment goals. It also supports the pursuit for
carbon neutrality and energy self-sufficiency in

Finland and Europe. We want to be on board
in further accelerating Solnet’s strong growth
and internationalisation in the European key
markets,” says Heli Kerminen, Investment
Director at Tesi.

Tesi made its initial investment in the com-
pany in 2022. Read more about our invest-
ment in Solnet.

SCLNET

mﬂ 4.2.3 Renewable energy and energy efficiency

13

Case Ductor: More sustainability and
responsibility in agriculture

DUCTOR is a Helsinki-based biotech company
operating internationally that produces solu-
tions for biogas production. The company has
also created the technology for manufacturing
nitrogen and phosphate fertilizers as a side
product. Both of these products are important
for food production and are highly suitable for
organic production and soil improvement.
Ductor bases its business on the circular
economy by recycling manure, offal and other

agricultural waste flows. The company oper-
ates mainly in Europe, Asia and Central Amer-
ica. Tesi owns Ductor through its investment
in Lifeline Ventures' fund. See more about the

company.

*DUCTOR.



https://www.tesi.fi/en/news-item/solar-energy-startup-solnet-green-energy-secures-eur-15-million-in-growth-funding/
https://www.tesi.fi/en/news-item/solar-energy-startup-solnet-green-energy-secures-eur-15-million-in-growth-funding/
https://www.ductor.com/
https://www.ductor.com/
https://www.fiksuruoka.fi/
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@ 4.2.4 Good health and wellbeing

Case Injeq: A smartly guided needle

INJEQ, a Tampere-based tech startup, is de-
veloping intelligent medical technology that
makes lumbar punctures and medical injec-
tions easier and safer. Lumbar punctures are
critical in treating childhood leukaemia, and In-
jeq's needle knows the position of its tip, tak-
ing the safety and success of lumbar punctures
to a new level. In December 2021, the compa-
ny received CE Mark certification for its needle
technology as the fruit of its demanding work,
opening the door to a European-wide market.

“Injeq is one of the older companies in

EAKR-Aloitusrahasto’s portfolio that was
transferred from Finnvera to Tesi in autumn
2021.It'sinspiring to see the company's strong
expertise receive recognition, paving the way
to pan-European sales and the next step of
growth - now supported by Tesi's ownership
expertise,” explains Kalle Astrém, Tesi's Port-
folio Manager. Read more about Injeq’s story.

INJEQ
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Case Auntie: For when the going gets tough

AUNTIE SOLUTIONS is a Finnish startup offer-
ing organisations and their employees wellbe-
ing services. Problems with the mental well-
being of employees have grown explosively in
recent years and are now the most common
cause of absenteeism in Europe.

Auntie combines personal psychological sup-
port with digital solutions. The company’s dig-
ital tools enable impact monitoring and the
measurement of results. The company already

operates in over 300 organisations in Europe
and the service is available in 20 different lan-
guages. Tesi owns Auntie through its invest-
ment in Verdane's fund. See more about the

company.

AUNTIE



https://www.tesi.fi/en/article/injeq-needles-guided-by-intelligence/
https://auntie.io/fi/
https://auntie.io/fi/
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az 4.2.5 Learning and equal opportunity

Case Varjo: A new look at learning

VARJO TECHNOLOGIES provides highest-im-
mersion virtual reality (VR) and cross reality
(CR) products and services for advanced VR
users. Varjo is the world's first, and so far only,
company producing human-eye resolution vir-
tual reality (VR) and mixed reality (MR) devices.
The devices are used by companies in special-
ised training, simulations, design, engineering
and research.

Volvo Cars, Boeing, Audi, KIA, Lockheed Mar-
tin and Siemens, for instance, all utilise Var-
jo's products for various purposes. Tesi made
its initial investment in the company in 2020.
Read more about our investment in Varjo.

VAT AL
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Case Hoxhunt: Personnel are the primary firewall

HOXHUNT is a Finnish startup providing a
gamed platform for training an organisation’s
personnel to identify and neutralise cyberse-
curity threats.

Enterprise security is a fast-growing business
area, with even more growth expected as both
business operations and criminal activity move
online. Hoxhunt's customers include large or-
ganisations such as Microsoft, Deloitte and
Finnish telecoms provider Elisa. The company’s

cybersecurity platform is also used in media
editorial offices and public organisations in
Finland. Tesi owns Hoxhunt through its in-
vestment in Icebreaker.vc's fund. See more
about the company.

(U HOXHUNT


https://www.tesi.fi/en/news-item/vr-tech-company-varjo-secures-eur-46-million-in-growth-funding/
https://www.hoxhunt.com/
https://www.hoxhunt.com/
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5
We develop Finland's venture

capital and private
equity market
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5.1 Our role 1n society

OUR MISSION at Tesi is to promote the growth
and internationalisation of Finnish companies
and to develop Finland's venture capital and
private equity (VC & PE) market and networks.
We increase the availability of private capital
with direct investments and fund investments
by offering together with other market play-
ers financing that supplements the market. In
other words, we lever private capital, primari-
ly with fund investments but also by investing
directly in Finnish growth companies. By ap-
plying the insightful data we produce, we tar-
get investments at market bottlenecks as and
when we identify them.

We operate on equal terms with private in-
vestors, mainly as a minority investor and own-
er. We operate on market terms, responsibly
and making a positive impact: our business is
profitable and we seek returns on our invest-
ments, while in our role as owner we guide
companies towards sustainable development
goals. VC & PE investors have therefore an im-
portant societal role.

Growth and employment are boosted when
exports diversify and companies develop. Ac-
cording to a study* by the Finnish Venture Cap-
ital Association, companies backed by venture

capital or private equity grow, invest and em-
ploy appreciably more than average, and also
invest in R&D.

Thus, we create value as an active profes-
sional owner, and our operations have a pos-
itive societal impact that is both pronounced
and responsible. This implements our vision
of raising Finland to the forefront of transform-
ative economic growth.

OUR VALUES AND MAIN STAKEHOLDERS

Our values are Solutions, Boldly, Together:
We are open-minded in seeking solutions and
we enable opportunities, we influence and de-
velop actively and boldly, and we create results
together.

Also, our networks in the society are com-
prehensive. Our main stakeholders, in addition
to our personnel, administration and owners,
are Finnish growth companies, other VC & PE
players, the media, policymakers and societal
influencers. With all of these, we cooperate ac-
tively and diversely, stemming from not only
from our role as a state-owned VC & PE compa-
ny but also from our values. Read more about
our stakeholders in the Business Review 2021

page 13.
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Financing for Finnish growth companies from Tesi’s

networks 2021

From Finnish
portfolio funds

448 MEUR

From international
portfolio funds

76 MEUR

* Finnish Venture Capital Association’s impact survey:

From Tesi's
direct investments

71 MEUR

From international
co-investors

117 MEUR

Venture capital and private equity investors' impact on corporate growth in 2010-2020



https://www.tesi.fi/userassets/uploads/2022/03/Business-Overview-2021.pdf
https://www.tesi.fi/userassets/uploads/2022/03/Business-Overview-2021.pdf
Venture capital and private equity investors’ impact on corporate growth in 2010–2020
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5.2 Our fund investment operations

WITH FUND INVESTMENTS, we develop Fin-
land’s venture capital and private equity mar-
ket over the long term. At Tesi, we have invest-
ed altogether EUR 340 million in Finnish funds
over the last five years. These have acted as a
catalyst to attract a further EUR 2,270 million
of Finnish capital into local funds. At the end of
2021, some 71% of our assets under manage-
ment (EUR 2.4 billion) was invested in funds.
We eliminate bottlenecks that we identify in
funds market by channelling also international
capital and expertise into them. Over the last
five years, Finnish funds have received EUR 679
million of international capital, of which EUR
321 million was invested in 2021. Meanwhile,
those international funds, in which Tesi is in-
volved, have invested a total of EUR 250 million
in Finnish companies over the last five years.
Of this, EUR 76 million was invested in 2021.
In 2021, we made investment commitments
to 18 VC & PE funds and acquired one fund
unit, amounting altogether to EUR 136 million

(EUR 82 million in 2020). Of the commitments
in 2021, two - Virta Growth Partners and Nor-
dia Management - were in first-time funds, with
Tesi in this way assisting new market entrants.
Tesi develops the market by supporting found-
ers in establishing VC & PE funds: we provide
sparring with market practices and in fundrais-
ing while also acting as an anchor investor in
their funds. During the 2017-2021 period, Tesi
invested in 11 first-time funds.

According to Tesi's Survey of Investment Re-
turns* the new generation of venture capital
funds (vintages 2009-2015) generated a record
20% in annual returns** (8% in 2018). New
funds performed outstandingly well compared
to their European peers. Returns in the buyout
market have also stabilised at a satisfactory
level, and investment value is being realised at
a steady rate. For old funds, the return on in-
vestment has been 8% (7%) and for new funds
15% (14%). See more results of the survey.

* Tesi's Survey of Investment Returns was also conducted in spring 2022. Check out its results here.
** The percentages are IRR figures, i.e. they do not represent annual returns.
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Breakdown of capital in Finnish funds
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International capital [l Other Finnish capital Tesi

The graph illustrates the lever effect exerted by Tesi’'s fund commitments and also
the distribution of Finnish and international capital over the last five years. For
instance, our lever effect in 2021 was around tenfold.


https://www.tesi.fi/en/news-item/tesis-survey-of-returns-2021-considerable-returns-on-the-finnish-pe-vc-market/
https://www.tesi.fi/en/news-item/tesis-survey-of-returns-2021-considerable-returns-on-the-finnish-pe-vc-market/
https://www.tesi.fi/en/news-item/tesis-survey-of-investment-returns/
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KRR FUNDS-OF-FUNDS HAVE A STRONG
IMPACT ON NATIONAL GDP

In addition to our own fund investment oper-
ations, Tesi manages the KRR funds-of-funds
(KRR I-KRR IV). Established by Tesi and Finnish
institutional investors, the KRR funds are funds-

of-funds that invest in Finnish VC, growth and
buyout funds. During 2017-2021, we invested
EUR 125 million in the KRR funds-of-funds.
Over its 13 years of existence, the KRR con-
cept has had a considerable positive impact
on Finland’s national economy. During 2009-

KRR I-IV

38

KRR-portfolio funds

20.

return rate (IRR) of
KRR funds-of-funds

Read more details about our fund investments on

pages 5-6 of Tesi's Financial Review 2021.

* Finnish Venture Capital Association’s "Venture Capital in Finland 2021" and "Buyout in Finland 2021" statistics

portfolio companies
for KRR-portfolio

2021, the KRR funds-of-funds committed capi-
tal to altogether 38 funds. These funds, in turn,
have been accelerating the growth and inter-
national expansion of over 300 Finnish com-
panies. Furthermore, the systematic work car-
ried out by Tesi, directly and via KRR, towards

320 6.7

funds

EUR billion
1n net sales

19

increasing the sizes of funds is also visible in
portfolio companies as growth in the amount
of capital channelled in by Finnish VC & PE in-
vestors.

40.000

jobs


https://paaomasijoittajat.fi/wp-content/uploads/Venture-Capital-in-Finland-2021.pdf
https://paaomasijoittajat.fi/wp-content/uploads/Buyout-in-Finland-2021.pdf
https://www.tesi.fi/userassets/uploads/2022/03/Financial-Review-2021.pdf
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EU financing

TESI also levers EU financing into Finnish
growth companies.

In early 2022, cooperation with the EIB was
extended to include the new European Guar-
antee Fund (EGF), channelling joint financ-
ing into capital-intensive technology sectors
such as ICT, healthcare and deeptech. Each of
these are key strategic areas for the develop-
ment of the EU’'s economy, making the case for
supporting their growth and innovation. Read
more about the programme and its first invest-
ment in loT-house Haltian.

In the spring 2022, Tesi announced it joins
forces with public venture capital and private
equity investors from France, Germany, Greece
and Denmark to enhance the capabilities of
European growth funds to finance later-stage
tech companies in Europe. The parties will in-
vest EUR 3.3 billion within the next six years,
enabling the emergence of new European uni-
corns. Read more about the Scale Up Europe
-initiative.

During 2018, Tesi joined a direct co-invest-
ment programme with the European Invest-

ment Bank (EIB). The programme channels
joint financing through the EU’'s European
Fund for Strategic Investment (EFSI) as direct
investments in Finnish growth companies. The
most recent investments were in the circular
economy company Swappie, the IoT company
Wirepas, and the recirculating-water fish farm
Finnforel. Altogether EUR 33.5 million had
been invested in six companies under the pro-
gramme by the end of 2021.

In fund investments, Tesi's cooperation with
the European Investment Fund (EIF) has so far
promoted the channelling of financing into
13 Finnish venture capital and private equity
funds.

Tesi has also actively participated in the work
of the EIF's Consultative Forum with the goal of
developing cooperation between the EIF and
international players. We are also a member of
the European Venture Fund Investors Network
(EVFIN), where we participate in the dialogue
about EU financing and its impact in the Euro-
pean Community.
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5.3 Our direct investments

WITH DIRECT INVESTMENTS we promote
growth and the renewal of industrial struc-
tures as a minority owner. We make invest-
ments hand-in-hand and on equal terms with
private investors, and only when our invest-
ment is needed. Our portfolio companies are
rapid-growth Finnish technology companies,
SMEs pursuing growth, M&As and buyouts,
and industrial projects.

To fulfil our trade and industrial policy mis-
sion, however, we can accept a larger than usu-
al risk or lower expected earnings than usual in
individual investment decisions.

Over the last five years, Tesi has made direct
investments in Finnish companies amounting
to EUR 307 million. Other Finnish capital totals
EUR 438 million. In 2021, we made direct in-
vestments amounting to EUR 71 million.

One of our objectives at Tesi is to interna-
tionalise Finland's venture capital and private
equity market. Alongside the capital they in-
vest, international investors also provide Finn-

ish growth companies with valuable expertise
and useful networks for international business.
In the financing rounds over the last five years
in which Tesi took part, our international part-
ners invested a total EUR 449 million in Finnish
growth companies. In 2021, international in-
vestors accounted for EUR 117 million in direct
investments.

In autumn 2021, we acquired Finnvera’s re-
maining venture capital operations and its 23
portfolio companies. This transaction ensured
continuation of the ownership, growth and in-
ternationalisation of the portfolio companies
while also providing a more rational structure
for the state’s investment operations. invest-
ment operations. Read more about the ar-
rangement between Tesi and Finnvera.

Both the Finnvera arrangement and the in-
vestments made from the temporary corona
financing instruments have significantly in-
creased Tesi's number of direct investments.

Breakdown of capital in Finnish direct investments
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The graph illustrates the lever effect exerted by Tesi's direct investments and also
the distribution of Finnish and international capital over the last five years. For
instance, our lever effect in 2021 was around fourfold.
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Special investment programmes:
Stabilisation and Venture Bridge

OUR SOCIETAL IMPACT gained in importance
at Tesi during the corona pandemic as we
helped both companies and public authorities
through financial instruments planned in coop-
eration with other investors. During 2020, we
launched two such instruments - the Stabilisa-
tion Programme and Venture Bridge - as part
of the Finnish state’s pandemic financing pack-
age. The programmes were closed to initial
investments at the end of March 2022. How-
ever, their operations continued also in 2021,
although the investment pace slowed down.
The Stabilisation Programme offered fast-
track assistance to mid-sized companies facing
an acute cash crisis caused by the coronavirus
pandemic, either as an equity investment or as
a convertible loan. At the end of 2021, a total
of 14 investments amounting to EUR 62 mil-
lion had been made from the Stabilisation Pro-
gramme. In 2021, its portfolio companies gen-
erated aggregated net sales of EUR 675 million
and export revenue of EUR 562 million. Com-
panies in the programme employed a total of

5,500 people.

Investments were made from the Venture
Bridge financing programme in early-stage,
innovative growth companies seeking inter-
national expansion but hampered in their
fundraising by a decrease in international in-
vestor’s activity in Finland caused by the coro-
na pandemic. Investments were made hand-
in-hand and on equal terms with professional
VC investors.

At the end of 2021, Tesi had invested alto-
gether EUR 30 million in 33 Venture Bridge
companies. The companies generated aggre-
gated net sales of EUR 24 million and exports
of EUR 16 million by the end of 2021. Exports
account for most of the net sales as the com-
panies were already operating in internation-
al markets. These companies employed 510
people at the end of 2021.

Two fund investments were also made
through the special investment programmes
mitigating the pandemic’s impacts.
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5.4 ESG status 1n our portfolio companies

WE ALSO chart the status of our Finnish port-
folio companies (our direct minority holdings
and portfolio companies we indirectly own
through investments in Finnish funds), con-
cerning the following aspects of corporate re-
sponsibility: planet (E), people (S), principles of
governance (G) and prosperity.

Altogether 263 portfolio companies, repre-
senting 58% of our portfolio companies, re-
plied to the questionnaire charting ESG status
in 2021.

PLANET (E)
Two separate variables were addressed in
measuring environmental responsibility: the
monitoring of energy and/or waste; and the
monitoring of emissions of greenhouse gas-es
(GHGs).

The results indicate that Tesi's portfolio com-
panies still need to improve their environmen-

tal meters. Over one-half (55%) of the compa-
nies have no energy and/or waste monitoring
at all. An even larger proportion (65%) do not
monitor their GHG emissions.

Most of the companies that monitor environ-
mental meters are energy-intensive players by
nature, such as industrial manufacturers, but
companies focusing on consumer products
also deploy environmental monitoring. Com-
pany size is not directly related to monitoring.

Most of the companies already conducting
monitoring are also currently expanding their
activities in this field: 67% of companies al-
ready conducting energy and/or waste moni-
toring and 70% already monitoring emissions
reported that these activities were also a target
for development in 2021. While the number of
companies actually monitoring environmental
meters is still low, Tesi plans to exert its influ-
ence to boost this number in the near future.

Environmental meters (E )
263 questionnaire replies

14%
B Energy and/or waste monitoring

Energy and/or waste monitoringin

development

No energy and/or waste monitoring

No replies
55%
14%

Il GHG monitoring
GHG monitoring in development
No GHG monitoring
No replies

65%
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PEOPLE (S)

As in earlier years, the diversity of companies’
boards of directors and management teams,
and thus their societal responsibility, was re-
viewed. The assessment of diversity was limit-
ed to a review of the gender distribution in the
companies’ boards and teams. The question-
naire also addressed the relative proportion of
independent members of a company’s board
of directors.

The boards of directors and management
teams are both male-dominated, but the
greatest imbalance was in the boards of direc-
tors. On average only 13% of these comprised
women, against an average of 33% for Finnish
companies generally (according to Tesi's 2021
Diversity & Inclusion Review*). The difference
can be explained by the fact that Tesi’s direct or
fund investments are rarely targeted at sectors
with more diversified boards. Many of Tesi's in-
vestments have also been focused on smaller

* Check out Tesi's most recent Diversity & Inclusion Review 2021.

companies, in which board diversity is still a tar-
get for development.

The composition of the boards of directors
of Tesi's portfolio companies remained broad-
ly the same in the review period. The propor-
tion of boards comprised solely of men, how-
ever, rose: 62% of companies in 2021 reported
that they have no women at all on their boards,
compared to 56% in 2020.

The proportion of women is more balanced
in management teams: on average 29%, com-
pared to 21% in the 2020 review period. Of the
companies responding to the 2021 question-
naire, only 7% reported that they have no wom-
en in their management team, whereas in 2019
this figure was 29%.

The proportion of independent members
was on average 46%, but with wide dispersion.
Those companies without independent mem-
bers are mainly smaller companies (less than
150 people).

Diversity (S)
263 questionnaire replies

Board of directors

H >50%
26-50%
1-25%

0%
No replies

Management team

B >50%
26-50%
1-25%

0%
No replies

Independent members

M 76-100%
51-75%
26-50%
1-25%

0%
No replies

1% 2%

15%

21%
62%
20%
1%
29%
32%
12%
9%
28%

20%

12%
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teams on average 29%

Independent members on
average 46%
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PRINCIPLES OF GOVERNANCE (G)

Activities in Tesi's portfolio companies towards
developing corporate responsibility remained
at desired level in 2021. In the 2020 review,
75% of respondents to the questionnaire had
targets in place for developing responsibility
in their operations over the coming years, and
83% mentioned at least one development cat-
egory. Some 83% of respondents to the 2021
questionnaire said they had implemented var-
ious corporate responsibility development
projects during 2021 that included both action

plans required by law and voluntary policies.

A corporate responsibility policy, with in-
structions, is ready or being prepared in 24%
of respondent companies, for instance, while a
Code of Conduct has been, or is being, drafted
in almost one-half (63%) of respondent com-
panies. Other voluntary achievements men-
tioned with regard to corporate responsibility
included a regularly conducted personnel sat-
isfaction survey and a data and cyber security
risk management policy.

Corporate responsibility (G)
263 questionnaire replies

Corporate responsibility policy

B Has corporate responsibility policy

Corporate responsibility policy
in development

No corporate responsibility policy
No replies

Code of Conduct

[l Has Code of Conduct
Code of Conduct in develoment 22%
No Code of Conduct
No replies

14%

62%

14%
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PROSPERITY The figures show that growth in both net sales 2020, also the export figures of these compa-
We monitor annually the development of net and number of jobs is significantly greater in  nies grew, which is why their relative growth
sales, jobs in Finland and export figures in  companies we own. last year was not as strong as the total growth
those Finnish companies we hold ownership. During the worst year corona pandemic in  of Finnish export, having slumped to negative.
Al P
Al )
Growth in Relative growth Export as a relative Relative growth Growth in the Relative growth in
netsales, MEUR g, in net sales, % share of net sales, % in export, % number of jobs the number of jobs, %
28
27
620 670 25 25 6754
5629
310 2762
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@ Tesi's portfolio companies @ Tesi's portfolio companies @ Tesi's portfolio companies
@® cor @ Finland* @ Relative growth in the

number of jobs in Finland**

** Change in the number of people employed is calculated as a change in the employment rate: e.g., the rate for 2020 was 70.7 and 72.3 for 2021, bringing the percentage change to 1.6 relative change to 2.2 (1,6/70,7).
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