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1. Transaction Activity

1.1 M&A Transactions and Deals
The Year 2020
The outbreak of the COVID-19 pandemic shook 
the Finnish economy at the beginning of 2020, 
driving markets (including the M&A market) into 
deep uncertainty with many deals postponed 
and/or put on hold. Prior to the outbreak, private 
M&A remained strong in Finland due, in part, to 
the low interest rates and the fair amount of capi-
tal available in the market. In terms of private 
M&A deal activity, the shock was short-lived, 
with factors such as government stimuli and 
the amount of capital available for companies to 
spend on acquisitions contributing to the quick 
rebound of activity levels during the second half 
of 2020. Advisory firms remained busy during 
2021 and the first half of 2022.

The Year 2021
The Finnish weekly business magazine, 
Talouselämä, was notified of more than 700 
deals in 2021, which was an increase of approxi-
mately 28% compared to the figures in 2020. In 
respect of investment activity of private start-
up investors, a new high was reached in 2021 
following the decline in 2020. In 2021, private 
external early-stage investors invested a total of 
EUR52 million into 626 companies, the majority 
of which were seed-funding investments, thus 
returning investments to pre-COVID levels. In 
addition, according to statistics published by 
the Finnish Venture Capital Association, Finnish 
start-up and growth companies received a total 
of EUR1.2 billion in investments in 2021.

The Year 2022 and the Outlook for 2023
While the deal flow was strong throughout 2021 
and major stock indices peaked at the beginning 
of 2022, the COVID-19 pandemic continued to 
cause bottlenecks in the global economy (eg, in 

global supply chains). Furthermore, the Russian 
war of aggression against Ukraine, accelerating 
inflation, soaring prices and pressure to increase 
interest rates have brought fears of an economic 
downturn and are choking global growth, caus-
ing major stock indices to decline steeply. The 
direction M&A deal activity will take for the 
remainder of the year and the first half of 2023 
is difficult to predict, although it is likely that the 
deal flow will cool down, at least to some extent.

1.2 Market Activity
In addition to continued activity within the energy 
and infrastructure sectors, M&A activity within, 
for instance, IT services, fintech and other tech-
nology-related businesses has remained strong 
during the COVID-19 pandemic, despite a sig-
nificantly slower second quarter in 2020, and 
throughout 2021. However, the global political 
turbulence and economic uncertainties at the 
beginning of 2022 may likely slow down both 
private and public M&A activity for the remainder 
of the year.

Examples of significant transactions in Finland 
so far in 2022 include the sale of Aurora Infra-
structure Oy to Equitix, the sale of Veljekset 
Laakkonen Oy and Bavaria Laakkonen Oy to 
Hedin Mobility Group, and the sale of Bitcomp 
Oy to Applied Materials, Inc.

2. Private Equity Developments

2.1 Impact on Funds and Transactions
Vigilance in the Monitoring of Foreign 
Corporate Acquisitions
Due to Russian aggression in Ukraine and the 
COVID-19 pandemic, the Ministry of Economic 
Affairs and Employment has recently been very 
vigilant regarding transactions related to national 
security or security of supply, as well as trans-
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actions in the healthcare sector. The Ministry 
of Economic Affairs and Employment follows 
public announcements in the media regarding 
transactions. If a transaction is not notified to 
the ministry, it may intervene even after the sign-
ing or closing of the transaction in cases where 
the ministry considers it necessary under the Act 
on the Screening of Foreign Corporate Acqui-
sitions. Despite Finland’s positive attitude to 
foreign investments, it cannot be excluded that 
the Council of State could use the possibility to 
prohibit an acquisition if the target company is 
active in a sector critical for the defence, national 
security or security of supply.

Finnish Interest Limitation Rules
The Finnish interest limitation rules have had 
a significant impact on the use of leverage (on 
both a fund and at holding company level), but 
also on feeder fund structures using, for exam-
ple, profit-participating loans. During the last 
three to four years, extensive discussions con-
cerning the taxation of carried interest have also 
taken place, as the tax authorities previously 
concluded that carried interest should be taxed 
as earned income of the manager. However, as a 
result of recent case law, carried interest is now 
taxed primarily as capital income of the man-
ager, if the arrangement itself does not constitute 
tax avoidance. Accordingly, the legal form of the 
structure is normally upheld and carried interest 
is deemed as a return on investment.

EU Legislation
Furthermore, recent developments at the EU lev-
el have introduced legislation with respect to the 
reporting of cross-border transactions as well 
as taxation of hybrid transactions. The former 
provides an obligation to report cross-border 
transactions that have certain characteristics 
identified as potentially indicative of aggressive 
tax planning, and the latter imposes limitations 

to hybrid arrangements, where the tax treatment 
of income/expense differs between jurisdictions. 

3. Regulatory Framework

3.1 Primary Regulators and Regulatory 
Issues
In general, Finnish M&A transactions are gov-
erned by national legislation and EU regulation. 
The main national legislation includes:

• the Contracts Act (228/1929, as amended);
• the Sale of Goods Act (355/1987, as amend-

ed);
• the Companies Act (624/2006, as amended);
• the Employment Contracts Act (55/2001, as 

amended), relating to the transfer of employ-
ees in asset purchases or transfers of under-
taking in particular;

• the Competition Act (948/2011, as amended) 
with respect to merger control and non-com-
pete agreements; and

• the Act on the Screening of Foreign Corpo-
rate Acquisitions in Finland (172/2012, as 
amended), which monitors foreigners’ corpo-
rate acquisitions in Finland.

In addition, the following regulations should be 
observed when dealing with publicly listed com-
panies:

• the EU Market Abuse Regulation (596/2014);
• the EU Prospectus Regulation (2017/1129);
• the Securities Market Act (746/2012);
• the Helsinki Takeover Code; and
• the Corporate Governance Code.

The M&A market is not particularly regulated, 
except in respect of publicly listed companies 
and the regulation governing transfers of under-
takings from an employment law perspective. 
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M&A transactions are subject to merger control 
under the Competition Act. An M&A transac-
tion, or a concentration for the purposes of the 
Competition Act, is subject to control if both the 
combined worldwide turnover of the parties to 
the concentration exceeds EUR350 million and 
the turnover generated in Finland of each of at 
least two parties to the concentration exceeds 
EUR20 million. It has been suggested, in a draft 
government bill published in June 2022, that 
these thresholds should be significantly lowered. 
A merger control notification should, under the 
proposal, be submitted (i) if the combined turno-
ver (generated in Finland) of the parties to the 
transaction exceeds EUR100 million; and (ii) if 
the turnover generated in Finland of at least two 
transaction parties exceeds EUR10 million. The 
government bill will be issued in Autumn 2022 
and the new thresholds could possibly come 
into force on 1 January 2023.

Monitoring of Acquisitions by Foreign Buyers
Under the Act on the Screening of Foreign Cor-
porate Acquisitions, a foreign buyer must apply 
for prior approval from the Ministry of Economic 
Affairs and Employment for an acquisition that 
would result in it holding more than one tenth, 
one third or one half of the voting rights (or corre-
sponding actual influence) of a Finnish defence 
or security company. In addition, a foreign buyer 
may submit a notification to the Ministry of Eco-
nomic Affairs and Employment for an acquisi-
tion resulting in the buyer holding more than one 
tenth, one third, or one half of the voting rights 
(or corresponding actual influence) of a company 
or business holding a key position with respect 
to maintaining vital functions of Finnish society.

A “foreign buyer” is defined as (i) a person, 
organisation or foundation not domiciled in an 
EU or EFTA (European Free Trade Association) 
member state; or (ii) any organisation or foun-

dation domiciled within an EU or EFTA member 
state in which a foreigner or entity referred to 
above in (i) holds at least one tenth of the voting 
rights in the case of a limited liability company, 
or corresponding actual influence in the case 
of another entity or business. In case of Finnish 
defence companies, the definition of a foreign 
buyer also includes entities domiciled in an EU 
or EFTA member state (other than Finland).

Approving Acquisitions
The Ministry of Economic Affairs and Employ-
ment approves acquisitions resulting in the con-
trol of these companies, unless the acquisition 
endangers key national interests, in which case, 
the matter is referred for consideration to the 
Council of State. The Council of State may either 
approve the acquisition or, if necessary due to a 
key national interest, refuse to approve it. Such 
interests include:

• military national defence;
• national security and public order; and
• functions vital to society (including safe-

guarding critical infrastructure and security of 
supply).

The Ministry of Economic Affairs and Employ-
ment may impose conditions on an acquisition 
if it is necessary to secure key national interests. 
The conditions must be accepted by the parties 
to the acquisition.

If approval is not granted, the buyer must 
decrease its ownership to less than one tenth 
(or less than one third or one half) of the shares 
in the company, and can only exercise the cor-
responding voting rights at a general meeting 
of the company’s shareholders or other relevant 
corporate body.
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Anti-bribery, Sanctions and ESG Compliance
According to the Finnish Criminal Code (39/1889, 
as amended), giving or accepting a bribe in busi-
ness is a felony and subject to a fine or impris-
onment. This applies to a person in the service 
of a business, a member of the administrative 
board or board of directors, managing director, 
auditor, receiver of a corporation or a foundation 
engaged in business, a person carrying out a 
duty on behalf of a business, or a person serv-
ing as an arbitrator and considering a dispute 
between businesses, between two other parties, 
or between a business and another party. There 
is no separate legislation or guidance relating to 
anti-bribery in Finland in addition to the Crimi-
nal Code. No changes in the approach to anti-
bribery issues have taken place in 2022.

The national general regulation regarding the 
implementation of UN/EU sanctions is the Act 
on the Fulfilment of Certain Obligations of Fin-
land as a Member of the United Nations and of 
the European Union (659/1967). The sanctions 
imposed by the EU must be fully complied with 
in Finland. As the EU sanction regulations have 
recently been amended regarding Russia and 
Belarus, companies must observe the quickly 
changing lists in their actions.

According to the Finnish Accounting Act 
(1336/1997, as amended), certain large com-
panies with over 500 employees must include 
a statement of non-financial information in their 
annual reports (ESG). The Act includes a refer-
ence to recently amended EU taxonomy regula-
tion, which imposes a duty to include specific 
information regarding sustainability in these 
statements. The obligation will in future be 
extended to all large companies and all com-
panies listed on regulated markets, upon the 
coming into force of the Corporate Sustainability 
Reporting Directive.

4. Due Diligence

4.1 General Information
Scope and Areas of Focus
Legal due diligence is usually conducted on 
an issues-only/red-flag basis. It is increasingly 
rare to obtain detailed reports, even in insured 
transactions – ie, where a warranty and indem-
nity insurance policy is obtained. The applica-
ble materiality threshold and scope of the due 
diligence depend on, among other matters, 
industry-specific aspects and the size of the 
target, as well as whether or not the transaction 
is insured. The key areas of focus are usually 
agreed separately between the buyer and the 
legal adviser, and typically cover areas such as 
corporate documentation, commercial agree-
ments, financing, tax (unless there is a separate 
tax adviser), employment, disputes, regulatory 
aspects, real estate, environment, data protec-
tion and privacy, as well as intellectual property 
rights.

Procedures
From a procedural point of view, due diligence 
reviews are typically conducted by the relevant 
professional advisers (eg, legal, financial, tax, 
and business or technical advisers) as a combi-
nation of document reviews and Q&A sessions 
with the target’s management group. In addition 
to the information disclosed by the seller in the 
data room, the buyer takes advantage of the rel-
evant information available in public databases 
(such as the articles of association, the annual 
accounts and other trade register information 
regarding the target).

Data Room
As a rule, the due diligence material is usually 
provided through a virtual data room, and it is 
increasingly common for the data room to be 
split into a general data room and a clean room, 
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the latter of which includes information that is 
sensitive from either a business, technical or 
antitrust point of view.

4.2 Vendor Due Diligence
Vendor due diligence constitutes more or less 
common practice in transactions involving pri-
vate equity sellers. The vendor due diligence 
report is typically given on a non-reliance basis 
to the buyer and its advisers. Hence, separate 
release and non-reliance letters are typically 
entered into in connection with the disclosure 
of the vendor due diligence report.

The buy-side legal adviser typically provides the 
buyer with reliance on the buy-side legal due 
diligence report, and, on a less frequent basis, 
on the buyer’s warranty and indemnity insurer 
or lenders.

5. Structure of Transactions

5.1 Structure of the Acquisition
A privately held company is typically acquired 
by entering into either a share purchase or an 
asset purchase agreement, with share purchas-
es being used more often. Buyers may also par-
ticipate in auction processes arranged by or for 
the sellers. Auction processes are more common 
when the seller has engaged an M&A adviser 
and the target is likely to attract several purchase 
candidates.

Typically, there are no material differences 
between the terms and conditions of a privately 
negotiated transaction and an auction sale, but 
the warranties tend to be less extensive in an 
auction sale than when negotiating with only 
one potential buyer. That said, when warranty 
and indemnity insurance is used, the warranty 
catalogue offered by the sellers tends to be fair-

ly extensive. In an auction sale, the seller usu-
ally prepares the first draft of the agreement. 
“Stapled” warranty and indemnity insurance is 
increasingly being used in auction processes, 
whereby a seller-nominated insurance broker 
pre-packages an indemnity and warranty insur-
ance policy that the buyer is expected to sign.

Public tender offers are used in takeover bids 
made by private equity funds.

5.2 Structure of the Buyer
The private equity-backed buyer is typically 
structured through one or more SPVs, which are 
domestic or foreign limited liability companies, 
while the private equity fund would, for instance, 
be directly involved in the equity commitment 
letter, if any. The structures of the transaction 
and the buyer are typically influenced by tax 
considerations.

5.3 Funding Structure of Private Equity 
Transactions
Private equity deals are commonly financed 
through a combination of debt and equity financ-
ing, in line with international practices. Equity 
commitment letters as well as commitment let-
ters from banks are commonly used to provide 
contractual certainty of funds, particularly in 
deals involving international sponsors. In highly 
competitive transactions with high-value targets, 
funds requirements can go further and fully exe-
cuted loan documentation may be required for 
submitting a valid bid.

In most private equity deals, the private equity 
fund buys a majority stake in the target, but there 
are of course private equity funds whose strat-
egy is to acquire minority stakes only.
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5.4 Multiple Investors
Consortiums are common where the value of the 
target is high, and also where the industry sector 
of the target makes consortiums more useful, 
such as infrastructure assets where having (in 
particular, domestic) pension funds in the con-
sortium may increase the chances of a winning 
bid and also assist with public relations issues. 
Consortiums are quite rare in smaller and mid-
sized deals. Co-investors are usually more pas-
sive than a general partner, but media coverage 
critical of private equity-backed companies, 
particularly in the healthcare sector, has caused 
co-investors to enforce their corporate social 
responsibility policies more strongly in compa-
nies in which they have invested.

6. Terms of Acquisition 
Documentation

6.1 Types of Consideration Mechanisms
Completion Accounts and Locked-Box 
Structures
Both completion accounts and locked-box 
consideration structures are used in Finland, 
depending on the type of transaction and the 
parties involved. Locked-box structures have 
become increasingly common during the last few 
years. Usually, the seller prefers the locked-box 
structure to completion accounts, which tend to 
be more popular on the buyer side, especially in 
transactions that do not involve private equity 
investors. In a locked-box structure, the buyer 
usually requires that the seller covenants that 
the target operates its business in the ordinary 
course and that there is no leakage, ie, that the 
target does not pay any dividends or make other 
distributions to the seller between the locked-
box date and closing (such distribution being 
known as “leakage”).

Earn-Out Structures
Earn-out structures are used to a lesser extent, 
but they do occur in particular in smaller transac-
tions to bridge a potential gap in the valuations 
of the seller and the buyer. However, the use of 
earn-out structures is rather limited due to the 
challenges relating to the operation of the tar-
get during the earn-out period and the fact that 
it may be difficult for the parties to reach con-
sensus with respect to the earn-out calculation 
mechanisms. Earn-out structures were expected 
to become more prevalent due to the COVID-19 
crisis but no significant changes have, so far, 
been seen.

Deferred or Additional Purchase Price 
Mechanisms
Deferred or additional purchase price mecha-
nisms are also sometimes used and are often 
conditioned to the occurrence of a future event 
agreed between the parties.

Compensation
For the purpose of compensating the seller for 
the target’s anticipated cash flow during the 
period between the locked-box date and com-
pletion, it is common for the locked-box price to 
be subject to an interest mechanism, which is 
typically calculated from the relevant locked-box 
date until completion.

6.2 Locked-Box Consideration 
Structures
It is not very common for interest to be charged 
on the leakage.

6.3 Dispute Resolution for Consideration 
Structures
Locked-box consideration structures do not 
usually have specific dispute resolution mech-
anisms. In deals with completion accounts, it 
is almost a rule that there is a specific dispute 
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resolution mechanism under which a dispute 
with respect to the completion accounts may 
be referred by either party for determination by 
an independent auditor. At the outset, either the 
locked-box or completion accounts considera-
tion structure is also subject to a general dispute 
resolution provision under the share purchase or 
asset purchase agreement, which often refers 
to arbitration proceedings as agreed between 
the parties.

6.4 Conditionality in Acquisition 
Documentation
The level of conditionality in private equity trans-
actions depends on the target characteristics 
and the industry in which the target is involved, 
among other matters. Save for regulatory condi-
tions, such as relevant competition law approv-
als or approval under the Act on the Screening of 
Foreign Corporate Acquisitions, other comple-
tion conditions have rarely been included during 
the last few years with high deal activity. How-
ever, completion conditions are still included in 
deals where the specifics of the case call for 
them, for instance, necessary third-party con-
sents from key contractual counterparties or 
relevant finance providers of the target due to 
change of control provisions, etc.

Material adverse change/effect provisions as 
conditions precedent are uncommon in the Finn-
ish market.

6.5 “Hell or High Water” Undertakings
In highly competitive deals, private equity-
backed buyers do occasionally accept “hell or 
high water” undertakings. While such undertak-
ings are not the norm in Finnish transactions, 
they have been used or accepted more fre-
quently during the last few years of heightened 
competition for attractive targets.

6.6 Break Fees
Break fees are rarely used in the Finnish market 
but they do appear from time to time, mainly in 
highly competitive auctions, for instance, in rela-
tion to breaches of “hell or high water” undertak-
ings. With respect to public takeover bids, the 
Helsinki Takeover Code provides that a break fee 
(or reverse break fee) may be justifiable in some 
situations if:

• the acceptance of the arrangement and 
receiving the bid is, in the opinion of the 
board of directors of the target company, in 
the interests of the shareholders; and

• the amount of the break fee is reasonable, 
taking into consideration the costs incurred 
by the offeror in preparing the bid, among 
other things.

A break fee to be paid by the target company 
due to a reason arising from the offeror is, how-
ever, not deemed justifiable.

6.7 Termination Rights in Acquisition 
Documentation
The acquisition agreement usually provides very 
limited possibilities for either party to terminate 
the agreement. Such termination rights often 
relate to unsatisfied conditions precedent and/
or other closing conditions, such as a party’s 
failure to fulfil a closing condition by an agreed 
date. However, termination of the acquisition 
agreement is usually not automatic in the sense 
that the parties typically undertake to negotiate 
a new closing date, if relevant.

6.8 Allocation of Risk
Warranty and Indemnity Insurance
It is common for private equity sellers to use war-
ranty and indemnity (W&I) insurance and thereby 
exclude their liability under the seller’s warran-
ties. However, customary exclusions from the 
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W&I insurance coverage include, for instance, 
warranty breaches caused by intentional mis-
conduct, fraud or known risks, as well as for-
ward-looking statements, criminal liability and 
environmental liability, plus certain tax liability. 
In addition, unless separate new breach cover-
age has been obtained, warranty breaches that 
have occurred and become known in the interim 
period between signing and closing are usually 
excluded from the W&I insurance coverage.

Limitation of Liability Due to Gross 
Negligence
Whether a seller is able to limit its liability in a 
case of damage caused due to gross negligence 
(in addition to fraud and intentional misconduct), 
remains questionable under Finnish law. Based 
on their goal to distribute the sales proceeds to 
investors sooner rather than later, private equity 
sellers seek to limit the time in which a buyer is 
able to make a claim to a shorter period than in 
deals where the seller is not a fund.

Transfer of Risk
Buyer’s liability
At the outset, the parties are free to agree on 
the allocation of risk between themselves. With 
respect to risks identified by the buyer during 
the due diligence phase, the buyer should seek 
a specific indemnity, as a buyer is generally not 
able to make a claim for a breach of warranty 
if the buyer knew of the breach before enter-
ing into the agreement. In an asset deal, only 
the identified liabilities of the target will transfer 
from the seller to the buyer (except for certain 
potential unidentified liabilities, such as liability 
for environmental damage, which may transfer 
to the buyer under mandatory law). In a share 
deal, on the other hand, all prior liabilities of the 
target will automatically transfer from the seller 
to the buyer at the outset.

Seller’s liability
The seller’s liability is typically limited to breach 
of warranties, conditions and covenants under 
the acquisition agreement.

6.9 Warranty Protection
As W&I insurance has become more common, 
deals with very limited warranties or fundamental 
warranties only are increasingly rare; warranties 
given by the management team only are less fre-
quent for the same reason.

Typically, the warranties given cover the follow-
ing main areas:

• fundamental warranties, eg, corporate organi-
sational matters and ownership of shares (or 
assets, in an asset deal);

• financial matters, including correctness of the 
accounts;

• agreements;
• employees and employee benefits;
• intellectual property rights;
• litigation;
• compliance with laws and permits;
• tax;
• real estate; and
• environmental matters.

Typically, the seller strives to limit warranties oth-
er than the fundamental warranties (eg, owner-
ship of shares in a share sale) in various ways. 
Such limitations may be structured in the fol-
lowing ways:

• qualifying warranties by the seller’s knowl-
edge so that the buyer assumes the risk for 
unknown breaches of warranties (less so in 
insured transactions);

• materiality qualifiers excluding the seller’s 
liability for minor breaches in the form of 
monetary de minimis and basket caps; or
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• time limitations for the indemnity obligation 
(or a specific survival period for warranties, 
but the former is preferable).

“Fair Disclosure”
Regarding disclosure, it is market practice in Fin-
land that a buyer’s right to make a claim under 
the acquisition agreement is limited by informa-
tion that has been “fairly disclosed”, meaning 
that the buyer’s ability to present a claim against 
the seller for a warranty breach is limited to the 
matters or risk not sufficiently disclosed in the 
data room (or in other disclosure material).

Time Limit
The time limit for presenting a claim usually 
varies between 12 and 24 months, with longer 
periods for presenting claims under fundamen-
tal warranties as well as tax and environmental 
warranties. The maximum liability of the seller is 
typically somewhere between 10% and 30% of 
the enterprise value. As a general rule, the larger 
the enterprise value, the lower the percentage. 
The basket cap is typically approximately 1% of 
the enterprise value, and the monetary de mini-
mis cap is typically approximately 0.1% of the 
enterprise value. In deals where the enterprise 
value is based on high EBITDA multipliers, the 
de minimis caps are often adjusted downwards 
as the typical cap of 0.1% of the enterprise value 
could effectively bar relevant claims based on 
warranty breaches.

6.10 Other Protections in Acquisition 
Documentation
The acquisition agreement may include certain 
specific indemnity undertakings by the seller for 
certain risks identified by the buyer or disclosed 
by the seller during the due diligence phase.

It has become increasingly common for the par-
ties to take out W&I insurance in order to provide 

cover for losses arising out of warranty breach-
es. Therefore, it is more common for the private 
equity seller to give the warranties (as opposed 
to warranties given only by the management), 
while the W&I insurer is liable to compensate 
under the policy. A more recent development in 
the W&I insurance space is the occurrence of 
so-called “synthetic” warranty and indemnity 
insurance. For synthetic W&I insurance, the war-
ranties are not given by the seller and, instead, 
a synthetic set of warranties is attached to the 
insurance policy. The wording of the warran-
ties is therefore not dependent on negotiations 
between the seller and the buyer, but, assuming 
that it is a buy-side policy, between the buyer 
and the insurer.

Escrow or holdback arrangements, on the other 
hand, are unusual in deals with private equity 
sellers.

6.11 Commonly Litigated Provisions
Litigation relating to M&A transactions in general 
and, specifically, private equity transactions is 
uncommon in Finland, and disputes are usually 
settled prior to proceeding to arbitration. Provi-
sions that tend to be most commonly litigated 
include purchase price mechanisms, warranty 
breaches, possible additional purchase prices 
(such as earn-out) and breach of non-compete 
provisions. Buyers are likely to be less reluc-
tant to make claims against W&I insurers than 
against a portfolio company’s management.

7. Takeovers

7.1 Public-to-Private
Public-to-private transactions have become 
more common in recent years, with notable high-
profile deals taking place in 2021–2022, such as 
the cash tender offer by Sapphire BidCo Oy for 
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all shares in Basware Plc; in 2020–2021, the cash 
tender offer by PPG Industries, Inc for all shares 
in Tikkurila Plc; in 2019–2020, the cash tender 
offer by Telenor for all shares in DNA Plc; and in 
2018–2019, the cash tender offer by Mehiläinen 
Yhtiöt Oy for all shares in Pihlajalinna Plc.

In one of the largest Finnish public-to-private 
transactions to date, Blackstone Group made 
a tender offer in 2017–2018 and acquired Finn-
ish real estate investment company Sponda 
Oyj, with an enterprise value of EUR3.8 billion. 
Another notable transaction was CGI Group’s 
bid in 2017 for Affecto, one of the biggest pro-
viders of business intelligence and enterprise 
information management solutions.

In 2018–2019 a consortium led by Chinese 
sportswear company Anta Sports made an offer 
to acquire Finland’s Amer Sports in a deal that 
valued the target company at EUR4.6 billion.

7.2 Material Shareholding Thresholds
Shareholders or persons comparable to share-
holders must notify the listed company and the 
Finnish Financial Supervisory Authority (FFSA) of 
changes in shareholdings when the holding and/
or the holdings of controlled entities exceed, fall 
below or reach the notification thresholds of 5%, 
10%, 15%, 20%, 25%, 30%, 50%, 2/3 or 90% 
of the number of voting rights or shares in the 
company. The notification must be made in writ-
ing without undue delay, and no later than the 
next trading day after the shareholder has learnt 
or should have learnt about the transaction trig-
gering the notification obligation.

An obligation to disclose major holdings may 
arise on the grounds of existing proportions of 
holdings and voting rights, or on the acquisition 
of a so-called long-position through financial 
instruments, or any combination of the above. 

The notification obligation may also arise without 
any specific measures being taken by the share-
holder if, for example, shareholdings are diluted 
due to an increase in the number of shares as 
a result of a share issue, or a proportional hold-
ings increase due to the annulment of the target 
company’s own shares.

A company whose securities are traded on the 
Helsinki Stock Exchange is required to disclose 
regulated information in a manner that ensures 
fast access to such information on a non-dis-
criminatory basis. The issuer must ensure the 
dissemination of information to the media so as 
to ensure that the information is published as 
extensively as possible in the home country and 
throughout Europe, where applicable.

7.3	 Mandatory	Offer	Thresholds
A mandatory offer for all shares of the tar-
get company must be made if a shareholder 
acquires a stake that exceeds 30% or 50% of 
the votes in the target company. The manda-
tory offer must be launched no later than one 
month after the date on which the mandatory 
offer threshold was reached, unless an exemp-
tion from the mandatory offer obligation exists. 
There is no obligation to launch a mandatory 
offer if the relevant threshold has been reached 
by means of a voluntary offer for all shares of the 
target company.

7.4 Consideration
Cash consideration is usually preferred by Finn-
ish shareholders and is the most common form 
of consideration in takeovers. Shares in the 
buyer, or a combination of shares and cash, are 
occasionally used as consideration, but may 
give rise to additional regulatory requirements, 
such as the preparation of an information docu-
ment or prospectus.
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7.5 Conditions in Takeovers
A voluntary takeover offer may include offer con-
ditions. With the exception of mandatory takeo-
ver bids, there is no specific legal regulation of 
the content of the conditions set on the comple-
tion of prospective bids, nor on the kind of con-
ditions that are allowed on completion of volun-
tary public takeover bids. A mandatory takeover 
bid may be conditional only to the extent that 
necessary regulatory approvals are obtained.

According to the FFSA, the conditions should be 
sufficiently unambiguous for the holders of the 
target securities to be able to assess the prob-
ability of the fulfilment of the conditions, so that 
the fulfilment of the conditions is not left to the 
offeror’s discretion. The conditions must also be 
fair in that shareholders are treated equally, and 
the rights and obligations of the offeror are bal-
anced with the rights and obligations of the hold-
ers of the target securities. The offeror may not 
invoke a condition set out for the implementation 
of the bid unless non-fulfilment of the condition 
is essential for the contemplated acquisition.

Frequently Used Conditions
Frequently used conditions in voluntary pub-
lic takeover bids include the condition that the 
offeror obtains the required authority approvals 
for the acquisition of the target company, and 
that the terms and conditions of such approvals 
are commercially acceptable to the offeror. The 
completion of the takeover may further be made 
conditional on the offeror acquiring a certain lev-
el of ownership – usually more than 90%, which 
is the so-called squeeze-out threshold. In certain 
circumstances, the conditions of the takeover 
may require a resolution by a general meeting of 
the target company. The offer may, for example, 
be conditional on achieving an amendment of 
the articles of association of the target company 
before completing the bid.

Disclosure of Financing Arrangements
Prior to making a takeover bid public, the offer-
or must ensure the availability of the necessary 
financing. The availability of the finance may 
be agreed on a conditional basis, such as that 
no material adverse change takes place on the 
financing markets or in the target company, or 
on the takeover bid being completed in accord-
ance with its terms. Conditions and elements 
of uncertainty relating to the financing arrange-
ments that are essential to the evaluation of a 
bid must be made public at the time the bid is 
disclosed.

Additional deal security measures may include, 
for example, break fees (as discussed in 6.6 
Break Fees) or non-solicitation provisions, if 
they are considered to be in the interest of the 
target company.

7.6 Acquiring Less Than 100%
If a bidder obtains more than 90% of the tar-
get’s shares and votes, the bidder has the right 
to squeeze out remaining shareholders at a fair 
price. In such a squeeze-out situation, a minor-
ity shareholder is also entitled to require the 
majority shareholder to redeem their shares. The 
redemption price is the fair price preceding the 
initiation of the squeeze-out procedure, and is 
finally determined in statutory arbitration in the 
case of dispute.

A majority shareholder’s possibility to control a 
company’s board and operations is limited by 
minority protection provisions such as the right 
to demand a minimum dividend (being at the 
outset one half of the profits of the company 
of the preceding accounting period). A share-
holder holding in excess of 33.3% of the shares 
or votes can prevent all changes to the articles 
of association and any directed share issuances 
in deviation from the shareholders’ pre-emptive 
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rights, as well as most mergers, de-mergers, 
share buybacks and other resolutions requiring 
a two-thirds majority.

7.7 Irrevocable Commitments
In order for a tender to be successful, obtain-
ing irrevocable commitments from the principal 
shareholders of the target company may be con-
clusive and, thus, it is common to aim to ensure 
the involvement of the principal shareholders 
in the tender. Negotiations with shareholders 
are made before public disclosure of the offer. 
It should be noted that such shareholders will 
subsequently usually become subject to regu-
lations on insider trading. The undertakings are 
usually conditional in that they provide an out 
for the shareholder if a better competitive offer 
is made, by reserving the shareholder’s right to 
attend to the competitive offer instead.

7.8	 Hostile	Takeover	Offers
Hostile takeovers are permitted but are relatively 
rare in Finland, with most being unsuccessful 
in practice. The most notable hostile takeover 
offer dates back to 2008, when Nordic Capital 
made an unsuccessful offer for Finnish IT soft-
ware company TietoEnator.

8. Management Incentives

8.1 Equity Incentivisation and Ownership
Equity incentivisation is a fairly common feature 
of private equity transactions. The level of equi-
ty depends on the circumstances at hand, but 
generally, management is allocated somewhere 
between 5% and 15% of the ordinary equity. 
However, this amount may be even higher, espe-
cially in smaller deals.

8.2 Management Participation
It is rather common to structure management 
participation by using sweet equity pots. The 
equity allocated to management usually consists 
of either ordinary or preferred shares. Generally, 
management is allocated somewhere between 
5% and 15% of the ordinary equity, but this may 
be even higher, especially in smaller deals.

8.3 Vesting/Leaver Provisions
Manager shareholders’ ownership of shares is 
usually subject to a vesting period whereby the 
shares allocated to the management vest over 
time. If a manager shareholder leaves the com-
pany before exit, it is likely that the maximum 
share of equity allocated to them will not have 
vested by the time of their departure. A manager 
shareholder’s shares are, further, usually subject 
to a redemption right, but not obligation, for the 
private equity fund, the other shareholders and 
the company.

“Bad leaver” provisions for manager share-
holders typically relate to situations where the 
relevant shareholder has materially breached 
the shareholder agreement, the company has 
terminated the manager shareholder’s employ-
ment or service agreement on personal grounds 
stipulated under Finnish employment laws, or 
the manager shareholder has decided to resign 
from the company. “Good leaver” provisions, 
on the other hand, typically relate to situations 
where the manager shareholder’s employment 
or service agreement has ended or been ter-
minated on other grounds, such as due to the 
death, retirement or disability of the manager 
shareholder. Vesting provisions usually offer a 
linear vesting of the management’s shares dur-
ing a period of approximately three to six years 
from the investment.



FINLAND  Law and Practice
Contributed by: Fredrik Lassenius, Christoffer Waselius and Niko Markkanen, Waselius & Wist 

15 CHAMBERS.COM

In a good leaver situation, the purchase price is 
usually determined based on the market value 
of the shares, whereas in a bad leaver situation 
the purchase price is usually established based 
on the lower of the original purchase price of 
the shares (or as a material discount) or market 
value.

8.4 Restrictions on Manager 
Shareholders
Restrictive covenants on the manager share-
holders (and the rest of the shareholders) are 
usually included in a shareholder agreement, 
and typically include provisions on share trans-
fer restrictions and, subject to certain limitations, 
non-compete and non-solicitation undertakings, 
among others. Depending on the circumstances 
at hand, the non-compete and non-solicitation 
undertakings may become unenforceable if they 
are deemed unreasonable and extensive.

Non-compete covenants are further usually 
imposed in the purchase agreement but they 
may, as a rule, only apply to controlling share-
holders. The maximum duration of non-compete 
covenants that can be considered permissible 
depends on the circumstances. Usually, they are 
considered justified for periods of up to three 
years if the acquisition includes transfer of good-
will and customer base as well as know-how. If 
know-how is not included, non-compete under-
takings are, generally, justified for periods of up 
to two years.

In employment or service agreements entered 
into with management members, it has generally 
been deemed permissible to include non-com-
pete and non-solicitation undertakings for the 
term of the agreement and a maximum period 
of 12 months after the expiry of the agreement. 
A non-compete obligation requires a particularly 

weighty reason related to the employer’s opera-
tions or the employment relationship.

New Rules
The rules governing the use of non-competition 
clauses in employment agreements changed as 
of 1 January 2022, and these will also apply to 
existing agreements as of 1 January 2023. Under 
the new rules, an employee is always entitled 
to compensation for a non-compete obligation 
that remains in force after the termination of the 
employment. The monthly compensation to be 
paid during the term of the non-compete obliga-
tion is equal to 40% of the employee’s monthly 
salary if the duration of the non-compete obli-
gation is six months or less, and 60% of the 
employee’s monthly salary if the duration of the 
non-compete obligation exceeds six months. 
Under the new rules, the employer must observe 
a notice period before the employer may termi-
nate the non-compete clause included in the 
employment agreement. The applicable notice 
period is two months if the term of the non-com-
pete obligation is six months or less, and equal 
to a third of the term of the non-compete obli-
gation if the term exceeds six months. Further-
more, the company may not unilaterally termi-
nate the non-compete clause after an employee 
has terminated their employment.

8.5 Minority Protection for Manager 
Shareholders
Manager shareholders may, depending on the 
size of their shareholdings, enjoy certain minor-
ity protection rights in relation to the decision-
making of the company and the right to demand 
a minimum dividend (being at the outset one half 
of the profits of the company of the preceding 
accounting period), among others. Those provi-
sions apply to all limited liability companies, but 
the shareholders usually agree to deviate from 
the minority shareholder rights in the sharehold-
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er agreement to the extent this is enforceable 
under law. Private equity investors often require 
the shareholder agreement to include certain 
anti-dilution provisions in order to secure their 
equity share but these are less common for man-
ager shareholders. Veto and control rights, as 
well as rights of control over exit, are usually held 
by the private equity investors.

9. Portfolio Company Oversight

9.1 Shareholder Control
Typically, provisions on shareholder control are 
included in a shareholder agreement between 
the shareholders of the target. Such provisions 
typically include, for example:

• the right to appoint a certain number of board 
members (including the chairman) and the 
managing director;

• control over the exit;
• veto rights in relation to the commencement 

of litigation proceedings;
• the execution of new share issuances; and
• other financing arrangements of the target, 

among other matters.

9.2 Shareholder Liability
At the outset, Finnish law does not impose any 
shareholder liability for the actions of the portfo-
lio company and thus far the corporate veil has 
only been pierced in exceptional circumstances.

9.3 Shareholder Compliance Policy
Larger private equity fund shareholders, such 
as insurance companies, have recently become 
more active in imposing their compliance poli-
cies on portfolio companies, as discussed in 5.4 
Multiple Investors.

10. Exits

10.1 Types of Exit
The typical holding period for private equity 
transactions before the investment is sold or dis-
posed of is around five to ten years. Dual-track 
processes have become increasingly popular 
in recent years, and are sometimes even run in 
parallel during the whole process. The number 
of IPOs in Finland saw a downturn in 2019 and 
2020, during which the lack of a credible IPO 
alternative may have slowed down larger private 
equity transactions that would have been run in 
dual-track mode. However, 2021 saw record-
breaking activity in relation to the number of 
IPOs, with Kreate Group, Orthex Group, Sitowise 
Group, Puuilo and Virala Acquisition Company 
(the first Finnish SPAC) entering the main list (as 
well as Gofore and Enersense International mov-
ing from First North to the main list) and Night-
ingale Health, Alexandria Pankkiiriliike, Netum 
Group, Merus Power, Toivo Group, Solwers and 
Spinnova entering First North. It remains to be 
seen whether the positive drive of 2021 will con-
tinue to drive larger private equity transactions 
and exits during the remainder of 2022.

Generally, most dual-track processes have 
resulted in trade sales in recent years, and trade 
sales can also be considered the most common 
form of private equity exit, but the increased IPO 
activity in 2021 has led to many IPO exits for pri-
vate equity investors. Private equity sellers occa-
sionally reinvest upon exit, while it is customary 
for private equity sellers to remain as investors 
for brief lock-up periods after IPOs.

10.2 Drag Rights
Drag rights are typically included in a shareholder 
agreement entered into between the sharehold-
ers of the target in connection with the trans-
action. Typically, this would entail a shareholder 
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being contractually forced to sell – eg, upon the 
occurrence of a triggering event such as the sale 
of the target – on substantially the same terms 
and conditions as the other shareholders of the 
target. Private equity sellers usually decide on 
the exit under the shareholder agreement and, 
as private equity sellers commonly have drag 
rights, they may indirectly utilise the rights even 
if they do not formally exercise them.

10.3 Tag Rights
Tag rights are typically included in a shareholder 
agreement entered into between the sharehold-
ers of the target in connection with the trans-
action. Typically, this would entail a majority 
shareholder who is selling their shares being 
contractually forced to offer the remaining share-
holders the possibility to also sell their shares in 
the target, on substantially the same terms and 
conditions as the majority shareholder.

10.4 IPO
The typical lock-up term for a private equity fund 
is 180 days. Relationship agreements between 
the private equity seller and the target company 
are rarely seen in the Finnish market.
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Waselius & Wist is a commercial law firm based 
in Helsinki, committed to providing highly spe-
cialised legal services within the fields of M&A, 
capital markets, banking and finance, financial 
regulation, dispute resolution, IP rights, tax law, 
employment law, and EU and competition law. 
The private equity practice covers all stages of 
private equity, from fund formation to invest-
ments and exits. The team advises leading in-
ternational and domestic private equity houses 
and their portfolio companies on structuring, 

negotiating and executing transactions, ranging 
from small add-ons and divestments to large 
cross-border buyouts. The firm also offers lead-
ing expertise in public M&A, capital markets, 
leveraged finance and tax. It has extensive ex-
perience in assisting clients in challenging do-
mestic and international transactions, including 
the sale, purchase and financing of companies 
and businesses, joint ventures, mergers, takeo-
vers, private equity/venture capital transactions 
and management buyouts.
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