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Corporate Governance Statement
Afarak Group Plc (“Afarak”, the “Company” or the “Group”) is a Finnish public limited company listed on
the NASDAQ Helsinki Stock Exchange (AFAGR) and the Main Market of the London Stock Exchange (AFRK).

UK CG Section

Description

The Reason for Non-Compliance

A.3.1

Independence of the Chairman

The Chairman of the Company has close family
ties with the Company’s CEO. The Company’s
view is that the arrangement is acceptable
as three out of six board members are
independent. Therefore, the Company considers
that the Board has sufficient independent
members to follow the principles of the UK
Corporate Governance Code.

C.3.8

A separate section of the annual report should describe While this report includes a description of
the work of the Audit committee in discharging its
the work of the audit and risk management
responsibilities
committee, the contents requirements of this
section under the UK GC are not the same as
those under the Finnish CG and, therefore some
information required under the UK GC is not
included.

D.2.1.

The board should establish a remuneration committee
of at least three, or in the case of smaller companies
two, independent non-executive directors.

Afarak Chairman Dr Jelena Manojlovic is the
Chairman of the Remuneration and Nomination
committee due to her extensive HR experience.
Dr Jelena Manojlovic has close family ties
with the Company CEO Dr Danko Koncar.
However, the remaining Committee members
are independent and Dr Manojlovic does not
participate in resolving any remuneration of the
CEO.

E.2.1

For each resolution, proxy appointment forms should
provide shareholders with the option to direct their
proxy to vote either for or against the resolution or to
withhold their vote.

The Company’s AGM is arranged in accordance
with the Finnish Companies Act so certain
procedural and other matters differ from the UK
CG recommendation. The Company does not
provide proxy voting forms.

E.2.2

Miscellaneous general meeting procedures

The Company’s AGM is arranged in accordance
with the Finnish Companies Act so certain
procedural and other matters differ from the UK
CG recommendation.

Corporate Governance

Afarak’s corporate governance is based on, and complies with, the laws of Finland, the Articles of Association
of the Company, the Finnish Corporate Governance Code and the regulations of the Finnish Financial
Supervisory Authority, the UK Listing, Disclosure and Transparency Rules, the NASDAQ Helsinki Stock
Exchange and the London Stock Exchange. As Afarak primarily follows the Finnish Corporate Governance
Code, certain sections of the UK Corporate Governance Code issued in September 2012 (“UK CG”) are not
strictly complied with. However, in the areas that the Company diverges from the UK CG the Company
believes that its policies are acceptable for the reasons which are set out below.

Afarak’s foreign subsidiaries operate under the local laws and regulations of the countries in which they
are located, including but not limited to local accounting and tax legislation as well as exchange controls.
This Corporate Governance Statement for the financial period 1 January to 31 December 2014 is issued as
a separate report to the Board of Directors’ Report and is available on the Group’s website at www.afarak.
com. It has been prepared pursuant to the Finnish Corporate Governance Code 2010 and the guideline
of the Securities Market Association dated 1 December 2010. Afarak complies with the Finnish Corporate
Governance Code which can be found on the Securities Market Association’s website at www.cgfinland.fi.
Afarak has made no exceptions in its Finnish Corporate Governance Code compliance.
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Governance Bodies and the General Meeting of Shareholders
Governance Structure

The management and control of Afarak Group Plc and its subsidiaries (“Group”) is divided between the
shareholders, the Board of Directors (“Board”), supported by the Board’s audit and risk management
committee, nomination and remuneration committee and the Chief Executive Officer.

Shareholders
Board of Directors
Audit and Risk Management Committee

Nomination and Remuneration Committee

Executive Management Team

General Meeting

Afarak’s ultimate decision-making body is the shareholders’ General Meeting which usually convenes once
a year and is held within six months of the end of the financial year. Pursuant to the Company’s Articles of
Association, the convening notice for a General Meeting will be published on the Group’s website and in a
stock exchange release no earlier than two months, and no later than 21 days, prior to the General Meeting
or nine days prior to the record date of the General Meeting.
The notice of a General Meeting, the proposals for resolutions, and the documents to be submitted to the
General Meeting, such as the financial statements, the annual report and the auditor’s report, will be available
on the Group’s website and at the Group’s office in Helsinki at least three weeks before the meeting. The
resolutions passed by the General Meeting will be published as a stock exchange release without undue
delay and will be available on the Group’s website, along with the minutes of the General Meeting, no later
than two weeks after the meeting.
Shareholders have the right to add items falling within the scope of the Annual General Meeting to the
meeting’s agenda. The request must be submitted to the Board of Directors in advance so that the item
can be included to the notice. Afarak publishes the details of how and when to submit the requests to the
Board on its website.
The Company uses the Annual General Meeting to develop an understanding of the views of its shareholders
about the Company.
An Extraordinary General Meeting can be convened if the Board of Directors deems it necessary or if the
auditor of the Company or the shareholders owning at least 10 percent of the shares demand one in writing
in order to deal with a specific matter, or if it is required by law or other regulations.
The most significant items on the Annual General Meeting’s agenda include:
• Approving the year’s financial statements;
• Confirming the financial year’s profit or loss, the dividend distribution or other distribution, such as
capital redemption;
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• Determining the number of directors on the Board of Directors, their remuneration and electing those
directors to the Board; and
• Electing the auditor or auditors and approving their fees.

General Meetings are organised in a manner that permits shareholders to exercise their ownership rights
effectively. A shareholder wishing to exercise his or her ownership rights shall register for a General
Meeting in the manner stated in the notice of meeting. All the shareholders who have been registered in the
Company’s shareholder register, maintained by Euroclear Finland Ltd, on the record date of the meeting have
the right to attend a General Meeting, provided they have delivered a proper notice to attend the meeting.
Holders of nominee registered shares may be registered temporarily on the shareholder register, and they
are advised to request further instructions from their custodian bank regarding the temporary registration
and issuing of a proxy document.
Resolutions by a General Meeting usually require a simple majority. Certain resolutions, however, such as
amending the Articles of Association and directed share issues require a qualified majority represented by
shares, and the votes conferred by the shares, at the General Meeting.

Corporate Governance

In addition certain significant matters (such as amending the Articles of Association or deciding on a capital
increase) require a resolution by the shareholders in a General Meeting.

The majority of the Board members, if not all, attend General Meetings together with the CEO and the
auditor. In addition, if a person is proposed for election as a director for the first time, he or she will also
attend the General Meeting.

General Meetings in 2014

The Annual General Meeting was held on 8 May 2014 at Restaurant Palace in Helsinki, Finland.
All the resolutions of the above-mentioned General Meeting can be found at:
http://www.afarak.com/en/investors/shareholder-meetings/2014/

The Board of Directors
Tasks and Responsibilities

The Board of Directors is composed of between three and nine members who are elected by the General
Meeting of shareholders, which also approves their remuneration. The tenure of each Board member is for
one year and expires at the end of the next annual General Meeting immediately following their election.
The Board elects a chairman from among its members. None of the non-executive directors has a service
contract with the Company and none of the directors has waived or agreed to waive any emoluments from
the Company or any subsidiary undertaking.
The duties of a Board member are specified in the Finnish Companies Act. The Afarak Board also has a
written charter governing its functions.
The Board of Directors oversees the administration of the Group and is responsible for the internal control
of its assets, finances and accounts on behalf of shareholders. Its specific responsibilities include:
• Formulating the Group’s business strategy and overseeing its implementation;
• Deciding on the Group’s capital structure;
• Making decisions on significant investments, divestments, credits and collaterals, guarantees and other
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commitments;
• Approving the quarterly interim reports, the Board of Directors Report, the annual financial results and
future forecasts and/or outlook;
• Deciding on the Group’s organisational structure;
• Appointing the CEO and approving his or her service agreement and remuneration; and
• Convening and submitting proposals to the shareholders’ General Meeting.
Key elements of the Board’s charter and operations are:
• It convenes on prearranged dates, with a view to meeting approximately once a month, or more often
if necessary. Meetings can be arranged as conference calls;
• Matters to be dealt with by the Board are presented by the Chairman, the CEO or another person who
has participated directly in assessing and preparing the issue for consideration;
• It aims to make unanimous decisions;
• It prepares an annual plan for its operation; and
• It acts at all times in the interest of the Group and all of its shareholders.
The Board oversees all communications and other requirements stipulated by the rules of the relevant stock
exchanges and financial supervision authorities and conducts regular self-assessments to ensure these
requirements continue to be fulfilled. The Group has established specific targets for the development of
its administrative functions and processes, and continues to implement these.
The Board also evaluates and decides on acquisitions and disposals of subsidiaries and associated companies.
To ensure the efficiency of board and committee work, the Board regularly evaluates the operations and
working methods of each committee and the Board. The evaluation is conducted as internal self-evaluation.
The Board is also regularly in contact with the major shareholders of the Company to ensure that the Board
is aware of their views.

Board Members

The 2014 Annual General Meeting elected six members to the Board: Dr Jelena Manojlovic, Ms Bernice Smart,
Mr Markku Kankaala, Dr Danko Koncar, Mr Michael Lillja and Dr Alfredo Parodi were re-elected.
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