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AB „AMBER GRID“ 
REMUNERATION POLICY FOR THE CHIEF EXECUTIVE OFFICER AND BOARD MEMBERS  Introductory part


The Remuneration Policy for the Chief Executive Officer and Board Members is aligned with the Company’s operating strategy, long-term objectives and shareholders’ interests. The aim of the Policy is to promote a sustainable, responsible and long-term direction in creating value for the Company which reflects the key strategic priorities: financial stability, sustainability, innovations, operational efficiency, risk management and good governance. The remuneration policy also reflects the Company’s aim to ensure a responsible behaviour and long-term focus of the Company’s Chief Executive Officer and Board members, while maintaining competitiveness in the market.
The remuneration for  the bodies of the Company shall be based on the principle that the level of remuneration and the procedure for its payment must promote the creation of a long-term and sustainable value for the Company and the EPSO-G Group as a whole; reflect the workload of the Company's individual bodies and their members; be as close as possible to the current market situation, i.e. be competitive with respect to the remuneration offered to professionals in the relevant field on the labour market; ensure that the bodies are compensated for the responsibility they assume;; and promote the attraction of high-level professionals in their fields for the management of the Company.
The remuneration for activities carried out in the bodies of the Company must be determined by taking into account the fact that the Company is an enterprise of strategic importance for national security, which means that the bodies of the Company deal with complex issues related to the strategic objectives, carry out activities of public importance and manage high-value infrastructure and assets. Achieving the strategic objectives requires the highest calibre of professionals to ensure the proper functioning of the Company and the effective achievement of the Company's objectives, and in order to attract professionals in their field to take up positions in the bodies of the Company competitive remuneration must be set in line with market conditions and industry practice.
In addition, the general conditions of employment and remuneration of employees shall be taken into account in the recruitment of the Chief Executive Officer of the Company. It is aimed to ensure that the remuneration of the Chief Executive Officer of the Company is determined based on the successful achievement of the Company's strategy and objectives. 
As the Company is a subsidiary of the state-controlled company UAB EPSO-G, the remuneration conditions regulated by legal acts and the recommendations of the Public Enterprise Governance Coordination Centre are taken into account.
Purpose:	To establish common, clear and transparent principles and a remuneration system for the Company's Chief Executive Officer and members of the Board based on which the Company's operating expenses can be managed effectively while at the same time creating motivational incentives for the Chief Executive Officer and members of the Board of the Company to contribute to the achievement of the Company's mission, vision, values and objectives.
Scope:	Applicable to the Chief Executive Officer of the Company (a single-person management body) and members of the Board of the Company. In accordance with this Policy, the competent bodies of the Company shall take appropriate decisions on the level of remuneration of the Company's Chief Executive Officer and Board members, on the annual operating budget of the Board and on additional expenses of the Board for ensuring its activities.
1. Terms and abbreviations used

	LC
	The Law on Companies of the Republic of Lithuania

	RNC
	An advisory committee established by the Board of EPSO-G operating as the remuneration and nomination committee of the entire Group.

	Remuneration Guidelines
	Remuneration guidelines that are approved by the General Meeting of Shareholders of EPSO-G and applied in determining remuneration for the activities in the Group’s boards, the RNC, the Audit Committee, other specialised committees, if such are formed.

	Remuneration ranges
	Minimum and maximum limits of a monthly salary that are established for each position level.

	Company
	AB „AMBER GRID“

	Head of the Company
	Chief Executive Officer (hereinafter the “CEO”)

	EPSO-G
	UAB EPSO-G 

	Financial rewards
	A monetary part of the remuneration system comprising direct and indirect forms of remuneration.

	Financial incentives
	Remuneration paid at the initiative and discretion of the employer to the Company's CEO, depending on the Company's performance and the results of the performance evaluation of the Company's CEO.

	Group
	The group of companies controlled by EPSO-G, consisting of EPSO-G and its directly and indirectly controlled subsidiaries.

	RL
	The Republic of Lithuania

	Monthly salary
	A basic remuneration of the Company’s CEO set out in the employment contract and paid monthly.

	Non-financial rewards
	A non-monetary part of the remuneration system comprising indirect forms of remuneration.

	Additional benefits
	Financial and non-financial measures designed to enhance motivation, well-being and engagement of employees (including the Company's CEO).

	Position level
	A reference rate used to evaluate the position of the Company's CEO based on its complexity, scope of responsibility, required knowledge, competencies and impact on results. It indicates the value and weight of the position at the Company and at the Group, and allows making comparison between the positions.

	Policy
	This Remuneration Policy for the Chief Executive Officer of AB „AMBER GRID“ and Board Members with all annexes, amendments and supplements (if any).

	GMS
	The General Meeting of Shareholders


2. General provisions



2.1. The CEO of the Company shall prepare the draft Policy. Taking into account the recommendation of the RNC, the Board of the Company shall analyse and evaluate the draft Policy and shall submit it to the GMS for approval, together with the feedback and proposals. The Policy shall be submitted to the GMS for approval at least every 4 (four) years, as well as if there are major changes in the Policy. When amending the Policy, all management reports, which contain the information on remuneration and were approved since the last decision of the GMS regarding the Policy, shall be submitted to the GMS.
2.2. When amending the Policy, major changes in the Policy must be described and explained. If the amended Policy has already been deliberated at the Company’s GMS, but it has not been approved, the arguments for non-approval must be indicated in the decision of the Company’s GMS.
2.3. The information on remuneration of the Company’s CEO and Board members shall be prepared annually. The preparation of the draft information on remuneration shall be the responsibility of the CEO of the Company. The information on remuneration which forms part of the management report shall be approved by the Board of the Company at the meeting at which the management report of the Company is approved. After the management report is approved by the Board of the Company, the GMS has the right to adopt a decision on the approval of the information on remuneration. The approval of the GMS shall not release the Company’s Board from the responsibility for the adopted decision. If the GMS decides not to approve the information on remuneration, the Board of the Company, when approving the next year’s information on remuneration, whereby indicates how the GMS’s arguments for non-approval were taken into account. 
2.4. The CEO of the Company shall ensure that the Policy and the information on remuneration are published on the Company’s website. The Policy shall be published together with the voting results of the GMS at which this Policy was approved, the date of the GMS as established by the LC of the RL.
2.5. The RNC shall:
2.5.1. make recommendations on the appointment of the heads of the companies of the Group, on standard forms of employment contracts of the heads and on the terms and conditions of contracts concluded with the appointed heads, including the remuneration and/or the range of the remuneration level;
2.5.2. make recommendations on the remuneration policy for the top-level executives and Board members of the Group, its implementation, including transparency of the remuneration system;
2.5.3. make recommendations on the structure and rate of the remuneration, key performance evaluation criteria and review of remuneration for the heads of the companies of the Group in implementing the Group's remuneration, performance evaluation and self-development policy;
2.5.4. assess the level and structure of remuneration of the members of the collegial bodies of the Group and monitor the implementation of the Remuneration Guidelines and, on request of the GMS, may make recommendations on the Remuneration Guidelines.
2.6. The Policy of Remuneration, Performance Evaluation and Self-development of Employees of the Group shall apply to the CEO of the Company unless otherwise established by this Policy.
3. Principles and system of remuneration for the CEO of the Company

 
3.1. The system of remuneration for the Company’s CEO consists of financial and non-financial rewards. Financial rewards consist of: (i) a monthly salary; (ii) allowances provided for in the Labour Code of the RL, internal regulations and collective agreements of the Company; (iii) financial incentives; (iv) incentives for outstanding performance; (v) additional benefits of financial nature. Non-financial rewards consists of the provided additional benefits of non-financial nature (e.g. flexible working time arrangements, possibility to work remotely, etc.) as well as recognition and emotional reward measures consisting of targeted employer actions aimed at promoting well-being, empowerment, engagement and transparency of the organisation.
3.2. The monthly salary of the Company’s CEO shall be determined on the basis of the position level of the Company’s CEO and remuneration ranges established for that position level (a minimum and maximum limit of a monthly salary).
3.2.1. The position level shall be determined by applying a method that is recognised in the international practice and widely used on the Lithuanian market. This method is uniform across the Group, and the evaluation of the positions shall be calibrated at the Group level aiming to ensure organisational fairness and consistency.
3.2.2. The position level of the Company’s CEO shall be approved by the Board of the Company after having obtained the recommendation of the RNC prior to the approval. Uniform remuneration ranges shall be applied within the Group that are approved by the Board of EPSO-G.
3.2.3. The monthly salary of the Company's CEO shall be determined and changed by the decision of the Board of the Company within the approved remuneration rages and taking into account the experience, competence and performance of the Company's CEO.
3.3. The Board of the Company, acting in accordance with the Policy of Remuneration, Performance Evaluation and Self-development of Employees of the Group, shall set the goals for the CEO of the Company, evaluate their achievement, assess the performance of the CEO of the Company, decide whether or not to grant financial incentives.
3.4. The goals for the CEO of the Company must be formulated in such a way that:
3.4.1. they reflect the key and most important results for the Company;
3.4.2. it is clear what, and by when, the CEO needs to achieve;
3.4.3. they are measurable and have indicators that allow for maximum objectivity in discussing and assessing their achievement;
3.4.4. qualitative and complex goals can be broken down into separate milestones to measure them as accurately and to evaluate them as objectively as possible by clearly indicating expectations, implementation deadlines, etc. connected with each milestone. 
3.5. At the end of the calendar year, the Board of the Company shall evaluate  the achievement of the goals of the Company’s CEO, compliance with value-based behaviours and quality of performance. The achievement of the goals shall be measured as a percentage, where 0 means that the goal has not been achieved at all, 100% means that the goal has been achieved in full, and >100% means that the goal has been achieved by exceeding the agreed result. The overall result of the achievement of the goals shall be determined by assessing the achievement and weighting of individual goals. If the overall result of the achievement of the goals is below 49%, it shall be recommended to consider the achievement of the goals as not meeting expectations. Where the overall result of the achievement of the goals is between 50% and 69%, it shall be recommended to consider the achievement of the goals as partially meeting expectations. When the overall result of the achievement of the goals is between 70% and 100%, it shall be recommended to consider the achievement of the goals as meeting expectations. Where the overall result of the achievement of the goals exceeds 100%, it shall be recommended to consider  the overall result of the achievement of the goals as exceeding expectations.
3.6. Taking into account the result of the achievement of the goals of the Company's CEO, the assessment of value-based behaviours and quality of performance, the Board of the Company shall determine whether, during the relevant calendar year, the performance of the Company's CEO (i) exceeded expectations, (ii) met expectations, (iii) partially met expectations, or (iv) did not meet expectations.
3.7. Financial incentives may be paid at the initiative and discretion of the employer having regard to the achievement of the Company's objectives, financial performance and financial capacity of the Company. If the Company has the capacity to grant financial incentives to its CEO, it shall be considered whether the assessment of the performance of the Company’s CEO meets the following typical criteria: (i) the results of the evaluation of the achievement of the goals set for the Company's CEO, (ii) the assessment of the value-based behaviours of the Company’s CEO, and (iii) the results of evaluation of the quality of performance of the Company’s CEO. If the Company's financial performance is unsatisfactory, or if the result of the achievement of the goals of the Company's CEO is below 80%, financial incentives shall not be granted. The Board of the Company may decide to reduce the minimum threshold for the achievement of the goals of the Company's CEO set in respect of financial incentives due to objective and reasonable circumstances, after assessing the impact of such circumstances on the Company's performance. Financial incentives shall be granted to the Company’s CEO by the Board of the Company.
3.8. The deferral of the payment of financial incentives and the possibility of their recovery shall not be applied at the companies of the Group.
3.9. Incentives for the results of particular importance may be granted to the Company’s CEO by the Board of the Company. Such incentives are granted for the achievements of the Company’s CEO which are not included in the annual performance evaluation goals of the Company’s CEO, however they had a significant impact on the Company and were implemented at the initiative of the Company’s CEO, their implementation required additional effort and/or innovative solutions.
3.10. Remuneration in the form of the Company’s shares shall not be paid to the CEO of the Company.
3.11. As part of good social responsibility and transparency practices, the Company shall regularly publish the information on the average monthly salary of the Company's CEO, in accordance with the Policy on the Transparency and Communication of the Group. 
4. Remuneration paid to the Board members of the Company


4.1. The remuneration for the activities on the Board of the Company may be paid only to such members of the Board of the Company who meet the criteria set out in the applicable legislation of the Republic of Lithuania and the Remuneration Guidelines. The remuneration shall be paid in accordance with the principles set out in the Remuneration Guidelines and the relevant decision of the Company's GMS setting the amount of the remuneration for the activities on the Board.
4.2. The remuneration shall be paid only for the activities on the Board of the Company, i.e. no payment shall be made in the event of resignation, expiration of the term of office or removal from the office of a member of the Board, but remuneration shall be paid to a member of the Board in proportion to the period of time for which the member of the Board has served as a member of the Board, if a member of the Board resigns, his/her term of office expires or he/she is removed from office before the end of the relevant month for which remuneration is payable to the Board member.
4.3. If a member of the Board of the Company is elected the Chair of the Board of the Company, or a member of the Board of the Company is removed/resigns from the position of the Chair of the Board, and/or a civil servant is elected as or is removed/resigns from the position of a board member of a collegial body of another SE/SOE or ME/MOE[footnoteRef:2], the remuneration of such member of the Board of the Company shall be subject to change without a separate decision of the GMS of the Company, taking into account the remuneration levels of the members of the Board of the Company as determined by the GMS, which depend on the positions held by the members of the Board of the Company. [2:  SE – state enterprise, SOE – state-owned enterprise, ME – municipal enterprise, MOE – municipality-owned enterprise] 

4.4. The budget of the Company's Board for additional expenses of the Company to ensure the functioning of the Board shall be allocated in accordance with the Remuneration Guidelines. 
4.5. The Board of the Company shall report on its activities in accordance with the Remuneration Guidelines. 
4.6. A fixed monthly salary paid to the members of the Board of the Company shall not depend on the financial or non-financial performance of the Company. No variable remuneration, financial incentives or other bonuses shall be paid to the members of the Board of the Company. Remuneration in the form of the Company’s shares shall not be paid to the members of the Board of the Company also. 
5. Contracts concluded with the CEO and Board members of the Company

Atsakomybės ir nuostolių atlyginimo principai


Employment contract with the CEO of the Company
5.1. As provided for in the LC, a fixed-term employment contract shall be concluded with the CEO of the Company for a term of 5 (five) years. The same person may not be the CEO of the Company for more than 2 (two) consecutive terms.
5.2. The terms and conditions of the employment contract concluded with the CEO of the Company shall be approved by the Board of the Company, taking into account the recommendation of the RNC. 
5.3. The employment contract with the Company's CEO may be terminated before the end of its validity period without a prior notice by removing the Company’s CEO from office in accordance with the provisions of the LC. In such a case, the Company’s CEO shall, by the decision of the Board, be paid a severance pay, except in cases where: (i) the Company’s CEO is removed due to the CEO’s fault; or (ii) requirements for independence of the energy transmission activity and separation of the activity stipulated in the legal acts of the European Union and the Republic of Lithuania have been violated and/or preconditions have occurred to violate them; or (iii) less than 12 (twelve) months have passed since the date on which the employment contract was concluded (applicable only during the first term of office); or where (iv) the employment contract is terminated before the end of its validity period on the initiative of the CEO and without important reasons, unless otherwise established by the Labour Code of the Republic of Lithuania. 
5.4. The employment contract of the Company’s CEO shall not contain any arrangements on supplementary pension or early retirement.
Contracts concluded with the Board members of the Company
5.5. Before taking up the office of a member of the Board, the members of the Company's Board shall enter into contracts regarding their activities on the Board, setting out their rights, duties and responsibilities. The standard terms of the contracts with the members of the Board shall be approved by the GMS. 
5.6. A member of the Board may resign before the end of his/her term of office by giving at least 14 (fourteen) days' written notice to the Company. A member of the Board may also be removed from his/her position as a member of the Board by the decision of the GMS. In the event of the resignation of a member of the Board, as well as in cases where a member of the Board is removed from his/her position, settlements shall be made to the member of the Board in accordance with provisions of paragraph 4.2 of this Policy. 
5.7. Contracts concluded with the Board members of the Company shall not contain any arrangements on supplementary pensions or early retirement.
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