Corporate Governance
Statement FINGRID

27.2.2020




Content

1
2
3

3.1 Shareholders’ Nomination Board

4

4.1 Duties of the Board of Directors
4.2 Board of Directors in 2019
4.3 Diversity of the Board of Directors

5

5.1 Audit committee
5.2 Remuneration committee

6
7

7.1 Executive management group

8
9

9.1 Internal control and risk management principles
9.2 Arrangement of internal control and risk management and distribution of responsibility
9.2.1 Board of Directors
9.2.2 Line management and other organisation

General

Description of Fingrid’s administrative bodies

General meeting

Board of Directors

Board committees

President & CEO

Company management

Advisory committee

Internal control and risk management

9.3 Arrangement of internal control and risk management related to the financial reporting process

10

10.1 Financial audit
10.2 Internal audit

11
12
13
14
15
16

16.1 Components of remuneration used and their relative shares
16.2 Basis for determining the variable pay components
16.3 Other key conditions applicable to the service relationship
16.4 Conditions for deferral and possible clawback of remuneration

17

17.1 Fees paid to the Board of Directors for the previous financial year
17.2 Remuneration of the President & CEO and executive management group for the previous financial year

9.3.1 Control environment of financial reporting process
9.3.2 Roles and responsibilities of the financial reporting process
9.3.3 Risk management, control procedures and monitoring of the financial reporting process

O O VW VW VW 0 WO N NNNOOCOODODULLULEDE,E W WW

o}

Financial audit and internal audit

Related party transactions

Main procedures relating to insider administration

Remuneration principles

Description of the decision-making process

Description of the Board'’s remuneration
Description of the remuneration of the President & CEO

Remuneration report

S Y
AP W W WDNDNNMNNMNMN-=—= —=OOOO O



Corporate Governance Statement

1. General

Fingrid is a public limited company whose governance is based on
the Finnish Limited Liability Companies Act, the Market Abuse Re-
gulation, the Securities Market Act, its articles of association and its
shareholder agreements. Fingrid complies in its operations with the
Corporate Governance Code for Finnish listed companies published
by the Securities Market Association because the company has issued
bonds listed on the Ireland and London Stock Exchanges. This corpo-
rate governance statement has been drawn up in accordance with
the recommendations and reporting requirements of the Corporate
Governance Code 2015 (“Corporate Governance Code”), in addition
to which the recommendations of the Corporate Governance Code
2020 have been taken into account in part. Fingrid’s shares are not
subject to public trading.

The company’s activities are primarily regulated by the Electricity
Market Act. The Electricity Market Act stipulates that Fingrid's gover-
nance and its grid operations must be independent of the production
and sale of electricity and natural gas. Fingrid’s owners must ensure
that they keep separate decision-making which concerns Fingrid and
decision-making concerning companies which practice the production
or sale of electricity or natural gas. The confirmed regulatory methods
allow the Energy Authority to monitor the reasonableness of the prices
of Fingrid’s electricity transmission operations, as well as its capabilities
to make sufficient investments in its grid and cover its costs. The Energy
Authority confirms the allowed earnings for each regulatory period.
The current regulatory methods for the regulatory periods 2016-2019
and 2020-2023 entered into force on 1 January 2016.

Fingrid’s corporate governance statement was drawn up as a separa-
te report from the annual report and has been processed by Fingrid's
Board and the Board’s audit committee. Fingrid’s auditing organisa-
tion PricewaterhouseCoopers Oy has verified that this statement has
been provided and that the description of the internal control and risk
management systems pertaining to the financial reporting process is
consistent with the financial statements of the company.

The Corporate Governance Code and the Corporate Governance Code
2020 are available in full at www.cgfinland.fi.

2. Description of Fingrid’s administrative
bodies

Fingrid’s administrative system is described below, and the tasks of
the administrative bodies are described later in sections 3-7.

Shareholders’
Nomination Board

General Meeting

Auditors

Cam  Remuneration committee

Board of Directors

Audit committee

T T

President & CEO

Internal auditor

Executive management
group

3. General meeting

The general meeting is the company’s supreme decision-making body.
Each shareholder has the right to participate in the general meeting
and to exercise their right to vote. The shares of the company are di-
vided into Series A shares and Series B shares. Series A shares confer
three (3) votes each at the general meeting and Series B shares one (1)
vote each. When electing members of the Board of Directors, Series
A shares confer ten (10) votes each and Series B shares confer one (1)
vote each.

Decisions at the general meeting are primarily made with a simple
majority vote. Certain changes to the articles of association nevert-
heless require support from a qualified majority. In addition, Series B
shareholders have the right to elect one (1) member of the Board. Up-
to-date information on the total number of shares and voting rights
in each share class is published on Fingrid's website.

The general meeting adopts the financial statements, decides on the
distribution of profits and elects an auditor and the company Board,
elects a Chair and Deputy Chair of the Board and decides on dischar-



ging members of the Board and the President & CEO from liability. In
addition, the general meeting decides on the remuneration paid to
the Board of Directors and its committees. The annual general mee-
ting is held once a year, no later than in June. An extraordinary general
meeting shall be held if the Board so decides or if the Limited Liability
Companies Act (Osakeyhtitlaki, 324/2006) so requires.

The general meeting is convened by the company Board. In accor-
dance with the articles of association, invitations to general meetings
and other notifications shall be sent at the earliest four (4) weeks and
at the latest two (2) weeks before the meeting as a registered letter
to each shareholder to the address entered in the share register of
the company.

The notice of the general meeting and the following information is
published on the company website at least 21 days before the gene-
ral meeting:

+ The documents to be submitted to the general meeting

- Board proposals for decisions

«+ Proposals concerning the composition and remuneration of the
Board

- The methods complied with while preparing the proposal for the
election of the Board

+ Procedure according to which the Board members are to be ap-
pointed in compliance with the articles of association

- Information on the proposed Board members and an assessment
of their independence

+ Proposal for the election of financial auditors

+ Other proposals made by the shareholders and to be addressed by
the general meeting

Each shareholder has the right to have an item falling within the com-
petence of the general meeting by virtue of the Limited Liability Com-
panies Act addressed by the general meeting. The shareholder must
submit his or her request to have the item discussed by the annual
general meeting such that the company has sufficient time to process
the matter before delivering the notice of the annual general meeting.
The company publishes on its website a date by which shareholders
must submit their requests to have a specific matter addressed by the
annual general meeting and an email address to which the requests
should be sent.

The company publishes the minutes of the general meetings on its
website no later than two (2) weeks after the meeting.

As a rule, the Chair of the Board and other Board members, Fingrid’s
President & CEO, together with the auditor, are present at the general
meeting. Also, a person proposed for the first time as a Board member
shall participate in the general meeting that decides on his or her ele-
ction unless there are well-founded reasons for the absence.

Fingrid’s annual general meeting was held on 21 March 2019. The
minutes of the annual general meeting have been published on the
company’s website.

3.1. Shareholders’ Nomination Board

Fingrid’s annual general meeting held on 28 March 2018 decided to
establish a Shareholders'Nomination Board. The Nomination Board’s
tasks are defined in the Nomination Board's rules of procedure appro-
ved by the general meeting and they are in line with the Corporate
Governance Code’s recommendation 18b. The Nomination Board’s task
is to prepare proposals concerning the appointment and remunera-
tion of the members of the Board of Directors for the annual general
meeting and to evaluate the activities of the Board of Directors. The
Nomination Board was established to operate until further notice.

The Nomination Board shall include three (3) representatives of the
Company’s shareholders and the Chairman of the Board of Directors,
who shall serve as an expert member in the Nomination Board. The
three (3) shareholders with the largest share of the votes have the
right to appoint one (1) member each to the Nomination Board. If a
shareholder does not wish to use their right to appoint a member, the
right shall be transferred to the next largest shareholder who would
otherwise not be entitled to appoint a member.

The Nomination Board must give its proposal to the company’s Board
of Directors annually, and no later than the 31st of January preceding
the next annual general meeting.

The members of the Shareholders’Nomination Board as of 21 March
2019 were Juha Majanen, Director of Administrative Governance and
Development, Ministry of Finance, nominated by the State of Finland;
Jukka Reijonen, Head of Private Equity, Debt and Infrastructure, lIma-
rinen, nominated by Mutual Pension Insurance Company limarinen;
and Erkko Ryyndnen, Director, OP, nominated by Aino Holdingyhtio
Ky. The term of office of the Nomination Board’s members ends at the
termination of the annual general meeting following the appointment
of the member.

In 2019, the Nomination Board convened four (4) times and the mee-
ting attendance percentage was 100. The Nomination Board prepa-
red a proposal on the number of members and the composition of
the Board of Directors to be submitted to the Board of Directors and
evaluated the activities of the Board of Directors.

4. Board of Directors

Fingrid’s annual general meeting elects a Board of Directors once
per year. In accordance with the articles of association, the Board of
Directors consists of five (5) members. Shareholders who hold Series
B shares in the company are entitled to elect one (1) member of the
Board through a simple majority decision in accordance with the qu-
antity of Series B shares held. Individuals who are Board members in



a company which practices the sale or production of electricity or na-
tural gas, or in a body which represents such a company, may not be
elected as a member of the Board. The general meeting elects one (1)
Board member to serve as the Chair of the Board and one (1) member
to serve as the Deputy Chair of the Board. The Board is convened by
the Chair or Deputy Chair of the Board.

The Board constitutes a quorum when more than half of its members
are present, and one (1) of these is the Chair or the Deputy Chair.
The decisions of the Board of Directors are made through a simple
majority on the basis of the Board members present in the meeting.
New Board members are familiarised with the company’s operations.
A Board member’s period of office expires at the closing of the next
annual general meeting following his or her election.

4.1. Duties of the Board of Directors

The tasks and responsibilities of Fingrid’s Board are set out by the Li-
mited Liability Companies Act and other applicable legislation, as well
as the articles of association. The Board of Directors is responsible for
the administration and appropriate organisation of the operations of
the company. The Board of Directors makes sure that the company
adheres to the relevant rules and regulations, articles of association of
the company, and guidelines provided by the annual general meeting.
The primary duties and principles of the Board of Directors are also
specified in the Board’s working order, according to which the Board:

- Decides the company strategy.

- Approves the annual action plan and budget on the basis of
the strategy and supervises its implementation.

Approves Fingrid’s management system and other business
principles to be determined on the Board level.

«  Confirms the values to be followed in Fingrid’s operations.

- Approves the total amount of purchases and capital in-
vestments and its distribution on the various sectors, and de-
cides separately on budgeted purchases, capital investments
and sales in excess of 10 million euros, and on purchases, ca-
pital investments and sales outside the budget in excess of 2
million euros.

«  Reviews and approves the audit plan, financial statements,

the half-year report and the related stock exchange releases,
as well as the annual review.
Addresses and decides on the proposals to be presented to the
annual general meeting in accordance with the regulations of
the Limited Liability Companies Act and the recommendations
in the Corporate Governance Code.

«  Annually reviews the risks relating to the company’s operations
and the management of such risks.

Decides on the operating model and annual plan of the inter-
nal audit and reviews the internal audit reports.

«  Addresses the company’s corporate social responsibility report
at least once a year.

- Appoints and dismisses the President & CEO of the company
and his/her deputy.

Approves the basic organisation and composition of the exe-

cutive management group of the company.

. Decides on appointments to the boards of the company’s sub-
sidiaries and associated companies and addresses the nomina-
tions for the CEOs of subsidiaries and associated companies.

. Decides on the principles of the remuneration system and on
the remuneration of the President & CEO and the executive
management group.

+  Holds part of the meeting at least once a year without the
presence of executive management.

« Holds part of the meeting at least once a year with the auditor
without the presence of executive management.

- Assesses its activities, work methods and efficiency once a
year.

« Appoints from amongst its own members the audit committee
and remuneration committee.

« Appoints an advisory committee whose task is to act as a link
between the Board and the company management and cus-
tomers. The advisory committee has 10-14 members who re-
present electricity producers, transmitters, sellers, users and
other electricity market actors. The term of office is three (3)
calendar years. The Board confirms the advisory committee’s
regulations.

+ Addresses other business which the Chair of the Board, a Board
member or the President & CEO has proposed for inclusion in
the agenda.

4.2. Board of Directors in 2019
The Board of Directors in 2019 was represented by Juhani Jarvi (Chair),
Paivi Nerg (Deputy Chair), Anu Hdmaéldinen, Sanna Syri and Esko Torsti.

Of the Board’s members, Juhani Jarvi, Anu Himaldinen and Sanna Syri
are independent from the company and its significant shareholders.
Paivi Nerg and Esko Torsti are independent from the company, but not
from its significant shareholders, because they both are in a service
relationship with a significant shareholder. The company’s President &
CEO, CFO and general counsel, who is the Board's secretary, participate
in Board meetings. Board members do not own shares in the company.

The Board convened 11 times over the course of the year and appro-
ved the financial statements and annual review for 2018, and decided
on Fingrid’s strategy, the budget and annual action plan for 2020, the
grid service pricing for 2020, new investments in the main grid and ICT,
the new Nordic balancing agreement, the sale of the majority of the
shares in Nord Pool Holding AS to Euronext Nordics Holding AS, the
principles of internal control and risk management as well as system
security management and the promotion of the electricity markets,
the remuneration of executives and all significant principles affecting
the company. In addition, the Board of Directors addressed in its mee-
ting significant investments, such as the third AC connection between
Finland and Sweden and the ‘Forest Line] the progress made in the
Datahub project and the impact of the transformation of the power
system on the company’s operations.



Fingrid’s Board of Directors 2019

Year of birth Education Main position and Attendance at Attendance at committee
independence  Board meetings meetings
Chair 1952 M.Sc. | Board work, independent from 11/11 Audit committee 4/4
Juhani Jarvi (Finance) the company and significant
shareholders Remuneration committee 3/3
Deputy Chair 1958 | M.Sc. (Agr. & Permanent Under-Secretary, 10/11 Remuneration committee 3/3
Paivi Nerg For.) The Ministry of Finance
independent of the company,
non-independent of significant
shareholders
Anu Hamaldinen 1965 M.Sc. Wartsila Corporation, Vice 10/11 Audit committee 4/4
(Finance) President, Group Treasury
and Financial Services &
Support, independent from
the company and significant
shareholders
Sanna Syri 1970 D.Sc. Aalto University, Professor, 11/1 Audit committee 3/4
(Technology) independent from the (as of 21 March 2019)
company, independent from emuneration committee 1/3
significant shareholders (until 21 March 2019)
Esko Torsti 1964 Lic. Pol. llmarinen Mutual Pension 11/11 Audit committee 1/4
Insurance Company, Vice (until 21 March 2019)
President, independent Remuneration committee 2/3
from the company and non- (as of 21 March 2019)
independent from significant
shareholders

4.3. Diversity of the Board of Directors

The Board of Directors’ diverse composition supports the accomplish-
ment and development of the goals and targets set by the company
for its operations. An aim of the company is for all Board members to
have adequate and mutually complementary experience and exper-
tise in the areas essential for both the operations and societal role of
the company. Fingrid additionally strives to assess the composition of
the Board in terms of age and gender, taking into account the gender
equality targets set by the state ownership policy and the other owners.
The proposal for the composition of the Board of Directors is prepared
by the Nomination Board, which includes three (3) representatives of
the Company’s shareholders and the Chairman of the Board of Direc-
tors, who shall serve as an expert member in the Nomination Board.
Fingrid Board members possess wide-ranging business and mana-
gement expertise, also outside of Finland. The sectors and areas of
expertise represented in the Board include industry, energy sector,
financing and accounting as well as state administration. Sixty per
cent of the Board members are female and 40 per cent male. The ages
of the Board members range between 49 and 67 years.

5. Board committees

The Board has two (2) committees: the audit committee and the re-
muneration committee. The Board approves the committees’ working
orders, which are regularly updated. The Board appoints members of
the committees from amongst its own members. Each committee
has at least three (3) members. The requirements of the Corporate
Governance Code are complied with when appointing members of
the committees.

The committees appointed by the Board assess their operations once
ayear.

5.1. Audit committee

The audit committee is appointed by the Board of Directors and it as-
sists the Board. The Board has specified the duties of the audit com-
mittee in its working order in accordance with recommendation 16 of
the Corporate Governance Code, in addition to which the audit com-
mittee should also assess the audit plans of the auditor and internal
auditor, review the auditor’s and the internal audit reports, supervise
compliance with legislation (incl. requirements set in the EU’s Audit
Regulation) and with the governance principles set by the Board as
well as the financial reporting process and prepare the process for the
selection of the auditor.

The Audit Committee consisted of Anu Hamalainen (Chair as of 21
March 2019), Juhani Jarvi, Sanna Syri (as of 21 March 2019) and Esko



Torsti (Chair) (until 21 March 2019). The committee convened four
(4) times in 2019. The President & CEO, the CFO and general counsel
participated in the committee’s meetings. In its meetings, the Audit
Committee addressed issues such as the half-year report, the auditor’s
reports, the internal audit’s reports on the company’s corporate safety
& security, crisis communications, the administration of the Datahub
project and the introduction of the company’s new procurement
system, the principles of internal control and risk management, and
the corporate governance statement. The committee additionally pre-
pared matters up for decision by the Board concerning the company’s
financial reporting and bond programmes.

5.2. Remuneration committee

The remuneration committee is appointed by the Board of Directors
and it assists the Board. The Board has specified the duties of the re-
muneration committee in its working order in accordance with recom-
mendation 17 of the Corporate Governance Code. Accordingly, the
duties of the remuneration committee include, among other things,
preparing the company’s remuneration principles and remuneration
statement. The committee also prepares for the Board, on the basis
of accepted principles, a proposal concerning the remuneration to
be paid to the President & CEO and other members of the executive
management group. The committee furthermore prepares matters
concerning the election of the President & CEO and members of the
executive management group and successor planning.

The Remuneration Committee consisted of Juhani Jarvi (Chair), Pdivi
Nerg, Sanna Syri (until 21 March 2019) and Esko Torsti (as of 21 March
2019).1n 2019, the remuneration committee convened three (3) times.
The President & CEO and the Senior Vice President, HR and Commu-
nications, participated in the committee’s meetings. Topics discussed
in the meetings included the remuneration systems for the executive
management group and the President & CEO as well as management
successor planning and deputising arrangements.

6. President & CEO

The President & CEQ is a corporate body, as defined in the Limited Liabi-
lity Companies Act. The President & CEO attends to the administrative
routines of the company in accordance with guidelines provided by the
Board of Directors. In accordance with the Limited Liability Companies
Act, the President & CEQ is responsible for ensuring that the company’s
bookkeeping complies with legislation and that financial management
is reliably organised. Assisted by the executive management group, the
President & CEO is responsible for the operations of the company and
the implementation of the Board of Directors’ decisions and serves as
the Chair of the Board of the subsidiaries. The President & CEO is not a
member of the company’s Board of Directors.

Jukka Ruusunen (D.Sc. Tech., born 1958) has acted as Fingrid’s Presi-
dent & CEO since 2007. He does not own Fingrid shares nor does he
have share-based rights in Fingrid or in a company that belongs to the
same group as Fingrid.

7. Company management

Fingrid holds key responsibility for the transmission of electricity in
Finland’s main grid and thereby for society’s ability to function. In
its operations, Fingrid complies with the applicable legislation and
international conventions as well as the principles approved by the
Board of Directors and the policies approved by the President & CEO
and discussed by the executive management group. Fingrid’s Code
of Conduct is published on the company’s website.

The primary duty of Fingrid’s executives is to ensure that the compa-
ny’s basic tasks are managed efficiently. The operations are based on
meeting the needs of customers and society, taking into account the
obligations laid down in the articles of association, shareholder agree-
ments, electricity system license and Electricity Market Act.

Fingrid's operations are managed in a matrix of four perspectives. These
are: customers and society, finance, internal processes (adequacy of
the transmission system, system operation and promoting the elect-
ricity market), and personnel and expertise.

The operational organisation has been organised into functions. The
heads of the functions make up the executive management group of
the company. The Board of Directors approves the basic organisation
of the company on the level of functions.

Significant special tasks are separated and organised as necessary in
a separate company. Such tasks include e.g. special electricity market
services, such as the management of peak load capacity and taking
care of the guarantees of origin for electricity, which are carried out
by Finextra Oy, a wholly owned subsidiary of the parent company
Fingrid. Another subsidiary wholly owned by the parent company
Fingrid, Fingrid Datahub Oy, is in charge of providing the electricity
markets’ centralised data exchange service and related services to
electricity market parties and is responsible for the management of
the registered information required by the electricity market and the
development of these functions.

7.1. Executive management group

The executive management group supports the President & CEO. Its
tasks are:

- to define, communicate, implement and follow up the
strategy



- todraw up an action plan and budget

- toimplement financial control and risk management

-+ toimplement resource planning, procurement and control

+ to implement external communications and stakeholder dia-
logue

- to prepare matters for the Board of Directors and

- to develop the work of the executive management group.

Each member of the executive management group is responsible
for the day-to-day business operations of the organisation in his or
her area of responsibility and for implementing operative decisions.

In addition to Jukka Ruusunen, President & CEQ, the executive mana-
gement group in 2019 consisted of:

- Kari Kuusela, M.Sc. (Tech.), born in 1955, Executive Vice
President, Asset Management (until 31 July 2019)

» Jussi Jyrinsalo, Licensiate in Technology, born in 1964, Senior
Vice President, Transmission System Services and Grid
Planning,

- Timo Kiiveri (M.Sc., MBA), born in 1967, Senior Vice President, Asset
Management (as of 31 July 2019)

+ Marina Louhija, LLM, born in 1968, General Counsel, Legal and
Administrative Affairs

« Tiina Miettinen, M.Sc. (Politics), M.Sc. (Knowledge Management),
born in 1963, Senior Vice President, HR and Communications

» Jan Montell, M.Sc. (Finance), born in 1968, Chief Financial Officer
(CFO)

» Reima Paivinen, M.Sc. (Tech.), born in 1958, Senior Vice President,
Power System Operations

-+ Asta Sihvonen-Punkka, Licentiate in Economics, M.For, born in
1962, Executive Vice President (since 31 July 2019), Senior Vice
President (until 31.7.2019), Markets

« Kari Suominen, M.Sc. (Tech.), MBA, born in 1964, Chief Informati-
on Officer (CIO).

The members of the executive management group do not own Fingrid
shares nor do they have share-based rights in Fingrid or in a company
that belongs to the same group as Fingrid.

The executive management group convened 15 times in 2019.

8. Advisory committee

Fingrid’s Board of Directors appoints an advisory committee with 10
to 14 members to serve as a link between the company and its cus-
tomers. The advisory committee is an advisory body which provides
perspectives on the company’s business operations and customer ser-
vices from a customer point of view. The advisory committee widely
represents electricity producers, transmitters, sellers, users and other
electricity market actors.

The advisory committee is set out in Fingrid's articles of association.
The Board annually confirms the regulations concerning the work of
the advisory committee. The term of office of the members of the advi-
sory committee is three years. The President & CEO and Vice President
responsible for the company’s customer relationships participate in
the advisory committee’s meetings.

The composition of the advisory committee is set out on the com-
pany’s website.

The advisory committee convened four times during the year. In its
meetings, the advisory committee dealt with, among other things, the
renewal of Fingrid’s services, the investment needs and changes to
Fingrid's grid operations arising from the increasing use of renewable
energy, the company’s readiness rehearsals and the energy companies’
experiences concerning data management.

9. Internal control and risk management

9.1. Internal control and risk management
principles

Fingrid’s internal control is a permanent component of the company’s
operations and addresses all those operating methods and procedures
whose objective it is to ensure

- effective and profitable operations that are in line with the com-
pany’s strategy,

- the reliability and integrity of the company’s financial and mana-
gement information,

- that the company’s assets are protected,

- that applicable legislation, guidelines, regulations, agreements
and the company’s own governance and operating guidelines
are complied with, and

- ahigh standard of risk management.

Risk management is planned as a whole, with the objective of comp-
rehensively identifying, assessing, monitoring and safeguarding the
company’s operations, the environment, personnel and assets from
various threats and risks.

Continuity management is a part of risk management. Its objective is
to improve the organisation’s capacity to prepare and to react in the
best possible way should risks occur, and to ensure the continuity of
operations in such situations.

Further information on internal control, risk management and the fo-
remost risks and factors of uncertainty is available on the company’s
website and in the Board of Directors’annual review.



9.2. Arrangement of internal control and
risk management and distribution of
responsibility

9.2.1. Board of Directors

The company’s Board of Directors is responsible for organising inter-
nal control and risk management, and it approves the principles of
internal control and risk management every two years or more often,
if required. The Board defines the company’s strategic risks and relat-
ed management procedures as part of the company’s strategy and
action plan, and monitors their implementation. The Board decides
on the operating model for the company’s internal audit. The Board
regularly receives internal audit and financial audit reports as well as a
status update at least once a year on the strategic risks and continuity
threats relating to the company’s operations and their management
and realisation.

9.2.2. Line management and other organisation

Assisted by the Executive Management Group, the President & CEO
is responsible for executing and steering the company’s governance,
decision-making procedures, control and risk management, and for
the assessment of strategic risks and continuity threats at the company
level, and their related risk management.

The heads of functions are responsible for the practical implementati-
on of the governance, decision-making procedures, controls and risk
management for their areas of responsibility, as well as for the repor-
ting of deviations and the sufficiency of detailed guidelines. Directors
appointed in charge of the threats to continuity management are
responsible for drawing up and maintaining continuity management
plans and guidelines, and for arranging sufficient training and practice.

The CFO is responsible for arranging procedures, controls and moni-
toring at the company level as required by the harmonised operating
methods of internal control and risk management. The company’s
general counsel is responsible at the company level for assuring the
legality and regulation compliance of essential contracts and internal
guidelines, taking into account the company’s interests, as well as for
the procedures these require. Each Fingrid employee is obligated to
identify and report any risks or control deficiencies she or he observes
and to carry out the agreed risk management procedures.

9.3. Arrangement of internal control and risk
management related to the financial
reporting jprocess

The internal control systems relating to the financial reporting process
are part of a more extensive overall system of Fingrid’s internal control.

9.3.1. Control environment of financial reporting process
The Group comprises the parent company Fingrid Oyj and its wholly
owned subsidiaries Finextra Oy and Fingrid Datahub Oy. The associat-
ed companies are eSett Oy (holding 33.3%) and Nord Pool AS (holding
18.8%). The Group has no joint ventures.

The financial administration of the company is responsible for the
Group's centralised financial reporting and for the internal control and
risk management of financial reporting. The executive management
group and those with budget responsibility as well as the heads of
units and functions receive a monthly report of the financial situation.
These reports include information on the proceeds, costs and capital
investments in the relevant area of responsibility. In addition to finan-
cial accounting reports, the reporting covers comprehensive reports
which contain business information. These are produced by means of
cost accounting and the financial control system.

The interpretation and application of the standards governing finan-
cial statements are centralised at the Group’s financial administration,
which monitors the accounting standards (IFRS, FAS), maintains an ac-
count scheme, draws up internal guidelines for the financial statements,
and is responsible for the financial reporting process. The process is
documented and it specifies how, when and on what schedule the
month-end accounts are drawn up.

Fingrid draws up the consolidated financial statements and the half-
year report in accordance with IFRS reporting standards accepted by
the European Union and in accordance with the Finnish Securities
Market Act. The annual review and the financial statements of the
Finnish companies included in the Group are prepared in accordance
with the Finnish Accounting Act as well as the guidelines and state-
ments of the Finnish Accounting Standards Board.

The internal control and risk management systems and procedures
related to the financial reporting processes, described in more detail
below, have been devised so as to make sure that financial reporting
by the company is reliable, coherent and timely and that the financial
reports published provide an essentially true and fair view of Fingrid’s
finances.

9.3.2. Roles and responsibilities of the financial reporting
process

Fingrid's Board of Directors is primarily responsible for defining the
principles of internal control and risk management related to financial
reporting, and the Board makes sure that these principles are followed
in the company. The Board reviews and approves the half-year report,
the annual review and the financial statements. The audit committee
assists the Board in this by monitoring the efficiency of the company’s
internal control, internal audit and risk management systems.

The finance department of the Group is responsible for developing
the financial reporting process through means such as monitoring
the development needs of controls related to financial reporting, by
supervising the sufficiency and efficiency of these controls, and by
making sure that external reporting is correct and up to date and that
the regulations pertaining to reporting are followed.

The company’s financial auditor and internal auditor carry out inspe-
ctions relating to financial reporting in accordance with the plan ap-
proved by the Board.



9.3.3. Risk management, control procedures and
monitoring of the financial reporting process

Controls pertaining to risk management are set throughout the Group,
at all levels and units of the Group. Examples of the controls inclu-
de internal guidelines, acceptance procedures and authorisations,
cross-checking with cost accounting, matching, verifications, assess-
ment of operative efficiency, securing of assets, and differentiation of
tasks. The financial administration of the Group is responsible for the
control structures relating to the financial reporting process.

The control of the budgeting process is based on the budgeting gui-
delines, with the financial administration of the Group being respon-
sible for their specification, centralised maintenance, and for moni-
toring compliance with them. The principles are applied uniformly
throughout the Group, and there is a common reporting system in use.

The monthly financial reporting to the executive management group
together with the related analyses constitute the primary control and
monitoring process in securing the efficiency and purposefulness of
the functions and the accuracy of financial reporting. The analyses
compare the realised proceed and cost components with the budget
and to the previous year, and the budget is compared to the quarterly
forecast. The monitoring of cash flow and capital investments is part
of this process.

Verification of the accuracy of monthly reporting employs the com-
pany’s financial control system, which the controllers and heads of
units of the company can use to find essential errors and deviations.
The accuracy of financial reporting is also ensured through good data
security and data protection. Risky work combinations are avoided
wherever possible. User rights are checked regularly, and user rights
are determined by the position of a person in the organisation. The
databases used in the financial control system and accounting system
are backed up regularly. The company has a data security manager
who is responsible for the management and development of data
networks and data security, as well as for providing personnel with
guidance concerning data security matters.

Controls for the financial reporting processes are developed as part
of internal control. Personnel is given training in how to monitor the
correctness of the information produced by the financial reporting
process of the company, concerning cost allocation, posting, accep-
tance procedures for invoices and receipts, as well as for budgeting
and actual result follow-up.

The company’s auditor and internal audit carry out regular inspections

on the functionality of controls concerning the financial reporting
process and on the accuracy of information.

10. Financial audit and internal audit
10.1. Financial audit

An authorised public accounting company selected by the Annual Ge-
neral Meeting acts as auditor for the company. The company’s financial

auditor inspects the accounting, financial statements and financial
administration for each financial period and provides the AGM with
reports required by accounting legislation or otherwise stipulated in
legislation. The financial auditor reports on his or her work, observa-
tions and recommendations for the Board of Directors and may also
carry out other verification-related tasks commissioned by the Board
or management.

The annual general meeting of 2019 elected authorised public ac-
countants PricewaterhouseCoopers Oy as the auditor of the company.
Authorised public accountant Heikki Lassila serves as the company’s
responsible auditor. The general meeting decided that the auditor’s
fee and expenses are paid on the basis of a reasonable invoice accept-
ed by the company.

Auditor’s fees, EUR

1,000

Auditing fees 114 89
Other fees 39 94
TOTAL 153 183

10.2. Internal audit

The Board of Directors decides on the operating model for the com-
pany’s internal audit. The internal audit acts on the basis of plans
processed by the audit committee and approved by the Board. Audit
results are reported to the object of inspection, the President & CEQO,
the audit committee and the Board. Upon decision of the Board, an
internal audit outsourced to an authorised public accounting compa-
ny acts within the company. From an administrative perspective, the
internal audit is subordinate to the President & CEO. The internal audit
provides a systematic approach to the assessment and development
of the efficacy of the company’s risk management, monitoring, ma-
nagement and administrative processes and ensures their sufficien-
cy and functionality as an independent party. The internal audit has
the authority to carry out reviews and to access all information that
is essential to the audit. Fingrid’s internal audit carries out risk-based
auditing on the company’s various processes.

In 2019, Deloitte & Touche Oy served as Fingrid’s internal auditor and
carried out a total of four (4) audits. The audits concerned the compa-
ny’s corporate safety & security, crisis communications, the administra-
tion of the Datahub project and the introduction of the company’s new
procurement system. The total fees paid to Deloitte & Touche Oy for
auditing tasks amounted to EUR 94 500.

11. Related party transactions

The Group's related parties include, in addition to the parent compa-
ny Fingrid Oyj, subsidiaries Finextra Oy and Fingrid Datahub Oy, and
the associated companies Nord Pool AS and eSett Oy, the shareholder
entities listed in section 6.5 of the company’s financial statements, and
senior management and their related parties. The senior management



is composed of the Board of Directors, the President & CEO, and the
executive management group. Other related party transactions include
transactions concluded with entities in which the State of Finland has
a holding in excess of 50 per cent. Fingrid's related party transactions
are accounted for in section 7.1 of the financial statements.

In the decision making concerning related party transactions, Fing-
rid sees to it that any conflicts of interest are taken into account, and
no one included in the related parties or a representative of a related
party participates in deciding on a related party transaction. Business
with related parties is conducted at market prices. Fingrid maintains
a list of its related parties.

In December 2019, the company’s Board of Directors approved new
related party principles, which the company will follow as of 1 Janua-
ry 2020.

12.Main procedures relating to insider
administration

Fingrid complies with the Market Abuse Regulation (MAR), Nasdaq
Helsinki Oy’s insider guidelines, the Central Bank of Ireland’s (CBI), the
UK’s Financial Conduct Authority’s (FCA) and the Financial Superviso-
ry Authority’s (FIN-FSA) up-to-date guidelines on the governance and
management of insider information. Fingrid additionally has insider
guidelines approved by the Board of Directors, which describe the
key principles for insider issues to be applied within the company.
The company'’s general counsel, Marina Loubhija, is in charge of insi-
der administration.

Fingrid’s permanent insiders consist of the Board of Directors, Presi-
dent & CEO, members of the executive management group as well as
any person considered to regularly have access, due to their duties, to
insider information concerning Fingrid. Project-specific lists of insiders
are drawn up as necessary; such lists include any persons in charge of
preparations for the project who have access to insider information
related to the project. Fingrid additionally applies a so-called extended
closed window to the persons who participate in the preparation of
the half-year report, management reviews and/or financial statements,
including any external consultants and experts.

The lists related to Fingrid's insider administration are not public; only

Principles guiding remuneration at Fingrid:

Fingrid’s basic tasks
[ ]
[ ]

the person in charge of insider administration and his/her assistants
have access to them.

According to Fingrid’s insider guidelines, permanent or project-speci-
fic insiders and the persons under the extended closed window rules
may not, on their own account or on the account of a third party, trade
in Fingrid’s financial instruments within thirty (30) days prior to the
publication of Fingrid’s financial statements release and the regularly
published half-year report release and management reviews.

REMUNERATION PRINCIPLES AND
REMUNERATION STATEMENT

13. Remuneration principles

Remuneration at Fingrid is guided by the creation of shareholder value,
good performance in carrying out basic tasks and the sustainability
targets set for the company. The owners, especially the state ownership
policy’s and llmarinen’s, principles have been taken into account in re-
muneration. Remuneration must be reasonable, fair and competitive.

Remuneration is a key incentive for Fingrid to guide, motivate and
engage the members of its Board of Directors and management.
Competitive remuneration is an essential tool for hiring competent
executives to the company.

Fingrid’s remuneration principles determine the principles of remunera-
tion for the company’s Board of Directors and executive management.

The remuneration principles, as they pertain to the members of
the company’s Board of Directors, comply with the principles set
forth by the state’s and the other owners’ policies, which require
remuneration to be open, reasonable and market-based. As regards
the remuneration of the President & CEO, the company also abides
by the same principles as those pertaining to the members of the
Board of Directors and by the remuneration principles outlined
in the company in general. The President & CEQO’s remuneration
metrics are partly the same as those for the other members of the
executive management group and the company’s personnel. In
addition, the same principles are applied to the President & CEO'’s
remuneration and benefits as those applied to the entire personnel,

system security and continuity management

promoting the electricity market

Competitive overall
remuneration

Incentive systems in line
with the basic tasks

developing the transmission grid

Rewards for good
performance

Value creation: increasing the value created by the company
for shareholders, customers and society

Owners’ remuneration principles
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for example when determining the company car benefit and sup-
plementary pension plans. The company’s remuneration committee
prepares for the Board of Directors the principles of the remunera-
tion system for executive management and other personnel as well
as the remuneration for the President & CEO and the members of
the executive management group. This strengthens the consistency
of the company’s remuneration principles..

14. Description of the decision-making
process

A decision-making process has been defined for remuneration, which
shall be followed when approving, assessing and implementing the
remuneration principles. The decision-making process takes into ac-
count and sets forth the measures to prevent and manage potential
conflicts of interest.

The decision-making processes pertaining to the remuneration of
Fingrid's governing bodies are as follows:

+ The general meeting decides on the remuneration of the members
of the Board of Directors. The Shareholders’ Nomination Board
prepares the proposals concerning the remuneration of the mem-
bers of the Board of Directors for the general meeting, and the
general meeting makes the final decision on the remuneration.

+ The company’s Board of Directors decides on the principles of the
remuneration system, benefits and key conditions of the service
relationship of the President & CEO. The remuneration commit-
tee appointed by the Board of Directors prepares for the Board of
Directors a proposal on the President & CEO’s remuneration based
on the remuneration principles and other approved principles. Re-
muneration is determined taking into account the results of the
senior management remuneration statement drawn up by an ex-
ternal consultant, comparing the salaries of executives in unlisted
commercial, mainly state-owned companies that are of a similar
size in terms of turnover, balance sheet and personnel numbers.
The Board of Directors annually decides on the President & CEO’s
remuneration and implementation thereof based on a proposal
made by the remuneration committee.

There is no share or share-related remuneration scheme or supple-
mentary pension scheme in place at Fingrid.

15. Description of the Board'’s remuneration

The general meeting decides on the Board'’s remuneration based on
a proposal made by the Shareholders’ Nomination Board. The remu-
neration of the members of the Board of Directors consists of fixed
monthly fees and meeting fees. An increased fixed fee is paid to the
Board Chair and Deputy Chair. Meeting fees are paid to Board mem-
bers also for attending the various committees’ and the Nomination
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Board’s meetings. The members of the Board have no share or sha-
re-related remuneration schemes or supplementary pension schemes.
Fingrid also does not pay pension fees for the Board'’s remuneration.
The decisions of the general meeting concerning the Board members’
remuneration are published in the same stock exchange release as the
other decisions made by the general meeting.

16. Description of the remuneration of the
President & CEO

The company’s Board of Directors decides on the remuneration
of Fingrid’s President & CEO within the framework of the remune-
ration principles and based on the proposal of the remuneration
committee. The principles of remuneration for Fingrid's President
& CEO are described in the following sections.

16.1. Components of remuneration used and
their relative shares

The total remuneration of the President & CEO consists of a fixed
total salary and variable pay components, which are a one-year
bonus scheme (max. 40 per cent of the fixed annual salary for the
earnings year, including fringe benefits and holiday pay) and over-
lapping three-calendar-year long-term incentive schemes (max. 40
per cent of the fixed gross annual salary, including fringe benefits
and holiday pay). There is no share or share-based remuneration
scheme or supplementary pension scheme in place for the Presi-
dent & CEO on behalf of the company. The President & CEO has
the possibility to convert part of his monetary remuneration into
a company car benefit in accordance with the car policy determin-
ed by the company.

16.2. Basis for determining the variable pay
components

The bonus schemes are based on a policy stance according to which
the annual maximum limit for the total variable remuneration is 40
per cent of the remuneration recipient’s fixed annual salary, however
such that if the company’s and remuneration recipient’s performance
is exceptionally good, the total annual amount of remuneration can
be a maximum of 80 per cent of the fixed salary. This is also in line
with the state ownership policy’s stance on variable pay in unlisted
commercial companies.

The Board of Directors annually decides on the criteria for Fingrid’s
President & CEQ’s one-year bonus scheme and their lower and upper
limits. As a general rule, the criteria for the one-year bonus are deter-
mined based on two company-level KPIs (usually financial result and
customers’ trust), one management-related KPl and one KPI related
to a strategic project or personal performance. The metrics are based
on, for example, the results of customer and employee surveys and on
the quantitative and qualitative criteria set for the strategic projects.
The Board of Directors decides on the final realisation of the metric’s
value based on the proposal of the remuneration committee.



The Board of Directors annually decides on the earnings criteria for
the President & CEQ'’s long-term bonus schemes and their lower and
upper limits, separately for each earnings period. The metrics of the
ongoing schemes for the President & CEO in 2019 were related to
system security (calculated cost of disturbances for society and cus-
tomers), electricity market functionality (negative impacts of the ele-
ctricity transmission restrictions between Finland and Sweden on the
electricity market) and increasing shareholder value.

The metrics are based on criteria defined by the Board of Directors,
and the decision on the final realisation of the metric’s value is made
by the Board of Directors based on the proposal of the remuneration
committee.

Corporate social responsibility is taken into account in both the one-
year and long-term incentive schemes, since part of the metrics used
in the remuneration schemes are also the company’s key sustainabi-
lity KPIs.

As a general rule, the variable remuneration components are paid in
the beginning of the year following the earnings period in accordance
with the payment date confirmed by the Board of Directors. In speci-
fied situations, the Board of Directors is entitled to cancel the bonus,
cut the bonus or defer the bonus payment date. The payment of the
variable remuneration components additionally requires that the
President & CEO’s service relationship with the company is in force on
the bonus payment date, excluding specified exceptional situations.

16.3. Other key conditions applicable to the
service relationship

Fingrid’s President & CEO’s mutual period of notice is six months. If the
company dismisses the President & CEO, an amount of money corres-
ponding to nine months’ fixed salary is paid to the President & CEO
in addition to the salary for the period of notice. There is no share or
share-based remuneration scheme or supplementary pension scheme
in place for the President & CEO on behalf of the company.

No separate compensation is paid to the President & CEO for
tasks related to Fingrid's majority-owned subsidiaries or associ-
ated companies.

The Board of Directors can also, for a particular compelling reason,
decide on another reward to be paid to the President & CEO.

16.4. Conditions for deferral and possible
clawback of remuneration

Fingrid’s Board of Directors determines the date on which the variable
remuneration is paid and its possible deferral. If the President & CEQ'’s
service contract ends due to financial irregularities or other possible
suspicions of misconduct, the Board of Directors can demand that
the bonus paid out from the scheme be returned to the company.

17. Remuneration report

The remuneration report describes the realisation of the company’s
remuneration principles. The report describes the remuneration of the
company’s Board of Directors, President & CEO and other executives
during the previous financial year.

In 2019, the remuneration of Fingrid’s Board of Directors, President &
CEO and other executives complied with the remuneration principles
defined by the company. This has had a positive effect on the compa-
ny’s performance in the tasks set for it, its long-term financial success
and its responsible operations.

The development of the Board of Directors’and President & CEO’s re-
muneration in relation to the company’s employees’ average annual
earnings has been fair. In addition, the company’s financial performan-
ce is in line with the bonuses that have been paid. The development
of the Board of Directors’and President & CEO's remuneration in re-
lation to the average remuneration of the company’s employees and
the company’s financial performance over the five previous financial
years is described in the table below.

The Remuneration Report is published simultaneously with the finan-
cial statements and the annual review and it is part of the Corporate
Governance Statement. The report is presented to the annual general
meeting and it is available on the company’s website.

Year Fees paid to the Board  Salaries and benefits of ~ Personnel costs/person Turnover (M€)
of Directors in total (€)  the President & CEO (€) (€

2019 121 200 (0,015%)** 522 000 (0,066%)** 68 773 (0,009 %)** 789

2018 126 300 (0,015%)** 452 000 (0,053%)** 85611 (0,010%)** 853

2017 121 800 (0,018%)** 416 000 (0,062%)** 83480 (0,012%)** 672

2016 122 340 (0,021%)** 352 000 (0,060%)** 85113 (0,015%)** 586

2015 114 000 (0,019%)** 324 000 (0,054%)** 80890 (0,013%)** 600

* Personnel costs/average number of employees. Personnel costs decreased in 2019 mainly as a result of the capitalisation of personnel costs

related to investment projects.

**% of turnover.
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17.1. Fees paid to the Board of Directors for the previous financial year

The general meeting confirmed the following monthly fees for the members of Fingrid’s Board of Directors:
« Chair of the Board EUR 2,400

- Deputy Chair of the Board EUR 1,300

- Board members EUR 1,000.

In addition, Board members were paid a meeting fee of EUR 600 for each Board meeting and committee and Nomination Board mee-
ting attended by the member.

Total fees paid to Board members in 2019:

Fees total 2018

On the Board in 2019 Fees total 2019 On the Board in 2018

Juhani Jarvi, Chair 1.1.-31.12. 42 000 1.1.-31.12. 40 800
Juha Majanen, Deputy Chair - = 1.1.-283. 5100
Paivi Nerg, Deputy Chair 1.1.-31.12. 19 800 28.3.-31.12. 15600
Anu Hamaliinen, Board member 1.1.-31.12. 20 400 1.1.-31.12. 21600
Sanna Syri, Board member 1.1.-31.12. 21000 1.1.-31.12. 21000
Esko Torsti, Board member 1.1.-31.12. 20 400 1.1.-31.12. 22 200

There are no share or share-based remuneration schemes, supplementary pension schemes or other financial benefits, such as incen-
tive systems, in place for the members of the Board of Directors on behalf of the company.

None of the Board members are in an employment or service relationship with the company.
17.2. Remuneration of the President & CEO and executive management group for the previous

financial year

The information concerning the remuneration of Fingrid’s President & CEO and executive management group for 2019 is as follows:

Salaries and benefits

Variable merit pay*

Total remuneration in

Merit pay maturing in

2019 2019 2020**
President & CEO 309 000 213 000 522 000 195 000
Executive management 1206 000 495 000 1701 000 382000
group
TOTAL 1515000 708 000 2223000 577 000

* Merit pay earned in 2018 and paid in 2019.
** Merit pay earned in 2019 and payable in 2020.

The service terms of the President & CEO have been specified in a separate President & CEO service contract which is approved by the
Board of Directors. The retirement age and pension accrual of the President & CEO are determined in accordance with general pension
legislation.

The total remuneration of the President & CEO consisted in 2019 of a fixed total salary, a one-year bonus scheme (max. 40 per cent of

the annual pay for the earnings year), and a three-year long-term incentive scheme (max. 35 per cent of the annual pay for the earnings
year in the 2016-2018 scheme and max. 40 per cent in the 2017-2019 scheme maturing in 2020).
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The criteria for the President & CEO’s one-year bonus scheme in
both 2018 and 2019 were the company’s results, customers’trust,
success in developing the electricity market, functionality of the
workplace community, and leadership. As strategic projects, suc-
cess in developing the electricity market was measured in 2018
and success in key investment projects (construction of the ‘Forest
Line’transmission connection and the establishment of Datahub
Oy) was measured in 2019.

The metrics for the long-term incentive schemes were system secu-
rity, electricity market functionality and shareholder value, in both
the long-terms schemes 2016-2018 and the 2017-2019 scheme
maturing in 2020. Corporate social responsibility has been taken
into account in both the one-year incentive scheme and the long-
term incentive scheme when determining their metrics, which are
partly the same as the responsibility KPIs defined by the company.

In 2018, Fingrid showed exceptional performance across all areas
of its business, which led to higher-than-usual remuneration for
both the President & CEO and the personnel. The rewards earned
in 2018 were paid in spring 2019.

There is no share or share-based remuneration scheme or supple-
mentary pension scheme in place for the President & CEO on behalf
of the company.

The mutual President & CEO period of notice is six months. If the
company dismisses the President & CEO, an amount of money cor-
responding to nine months’fixed salary is paid to the President &
CEO in addition to the salary for the period of notice.

Remuneration of the executive management group

The total remuneration of the members of the executive mana-
gement group consisted of a fixed total salary, a one-year bonus
scheme, and a three-year long-term incentive scheme. The maxi-
mum amount of the one-year bonus scheme was 25 per cent of the
annual pay for the earnings year. The annual maximum amount of
the long-term incentive scheme was also 25 per cent of the annual
pay for the earnings year.
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The metrics for the executive management’s one-year bonus
scheme in 2019 were the company’s results, customers’ confiden-
ce, functionality of the workplace community, and leadership. The
metrics additionally comprised the attainment of the key objectives
of each member of the executive management group. The metrics
for the long-term incentive scheme are system security, electricity
market functionality and shareholder value.

Corporate social responsibility has been taken into account in both
the one-year incentive scheme and the long-term incentive scheme
when determining their metrics, which are partly the same as the
responsibility KPIs defined by the company.

There is no share or share-based remuneration scheme or supple-
mentary pension scheme in place for Fingrid's executive manage-
ment group on behalf of the company.

Remuneration of the personnel

Personnel salaries comprised the basic salary determined according
to the content of the task, competence, experience and results, an
annual quality bonus that encourages the effective implementation
of the strategy, and an incentive bonus to support personal per-
formance. Remuneration was supplemented by other benefits and
worktime flexibility organised by the company. Results which form
the basis of quality bonuses are measured using company-level
strategic criteria defined annually and criteria based on personal
performance. Incentive bonuses are paid for good performance as
part of the daily management of personal performance.

The CEO-to-employee annual median income ratio in 2019 was
7:1, and the female-to-male annual median income ratio was 0.9:1.



