&FI NGRID Annual Report 2014

Contents of the annual report and reporting principles

Fingrid draws up the consolidated financial statements and interim reports in accordance with the IFRS
reporting standards accepted by the European Union and in accordance with the Finnish Securities Market
Act. The consolidated financial statements include the parent company Fingrid Oyj and its wholly owned
subsidiary Finextra Oy. The consolidated associated companies are Porvoon Alueverkko Oy (ownership
33.3%), Nord Pool Spot AS (ownership 18.8%) and eSett Oy (ownership 33.3%). The annual review and the
financial statements of the Group’s parent company and its subsidiary are prepared in accordance with
the Finnish Accounting Act and the guidelines and statements of the Finnish Accounting Standards Board.
The information on personnel is based on the calculation systems used by human resources management,
and the calculation of the relevant information is in compliance with the general guidelines of the Finnish
Accounting Standards Board concerning the preparation of annual reviews. The environmental data is
collected from the information reported to the authorities and from the company’s own data collection
systems. An external emissions trading verifier has verified the company’s carbon dioxide emission report.

Corporate responsibility reporting focusses on the main economic, social and environmental impacts of
Fingrid Group’s operations. The boundaries of the social and environmental data do not include the asso-
ciated companies. In its corporate responsibility reporting, Fingrid applies the international GRI G4 (Glob-
al Reporting Initiative) reporting guidelines such that standard disclosures required by the guidelines, and
indicators required by sector disclosures for the energy industry are reported. The reported data is com-
piled in a GRI Content Index. Requirements for corporate responsibility reporting by state-owned compa-
nies are also taken into account.

Fingrid's annual report for 2014 will be published in electronic format on the company’s website. The pre-
vious annual report was published on 1 April 2014. The annual report also includes Fingrid's corporate
responsibility reporting. The reporting period covers the financial period 1 January to 31 December 2014.
Feedback and questions about the annual report and Fingrid's corporate responsibility can be sent to
viestinta@fingrid.fi.
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REVIEW BY THE CEO

The world is growing increasingly complex and in-
ternational, extreme weather events are becoming
more frequent, and society has become increasing-
ly dependent on the electricity supply. In the light
of these megatrends, continuity management was a
natural key theme for Fingrid in 2014.

We are, by nature, a risk-management organisation
whose role includes continuously analysing risks
related to the company, the electricity system and
the operating environment - and effectively man-
aging those risks. Due to our important role in so-
ciety, we carry out those tasks from both the com-
pany’s and society’s perspective. In an increasingly
complex world, performing risk analyses and con-
trolling risks is becoming more and more difficult,
and we increasingly have to consider how Fingrid
and all of Finland would cope if a risk were to be re-
alised. Going forward, continuity management will
play an increasingly important role in our risk man-
agement. A large part of our personnel has con-
templated possible risk scenarios playing out in the
company and they have made contingency plans for
them. We have also developed our preparedness for
cyber threats. In Rovaniemi we conducted an ex-
ercise to return electricity to Finland following a
complete power blackout. The mission was to exe-
cute the start-up without assistance from the grids
of neighbouring countries.

Our task is to ensure
through all available
means that the cross-

border connections
function reliably and to
make the entire existing
transmission capacity
available to the market.

Our new customer operations model has been well-
received by our customers. We engaged in a dia-
logue with our customers on the structure of grid
tariffs ahead of the switchover to the new regula-
tory period in 2016. We came to a common under-
standing about the upcoming tariff structure well in
advance.

There are naturally also concerns in our custom-
er base; among them are especially bottlenecks in
the transmission grid and regional price differenc-
es in the electricity market. The price of electrici-
ty was clearly higher in Finland than in other Nor-
dic countries and Germany. The regional price dif-
ferences were the result of Finland’s structural defi-
cit in terms of electricity production. In the coming
years, Finland will be strongly dependent on elec-
tricity imports. Because the transmission connec-
tions are limited, not all of the electricity that would
otherwise be transmitted to Finland on market terms
can be transmitted. Our task is to ensure through
all available means that the cross-border connec-
tions function reliably and to make the entire exist-
ing transmission capacity available to the market. »»
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That is what we have focussed on and it is what we
will continue to do.

In recent years, we have made substantial invest-
ments in cross-border transmission connections
which the electricity market has made commenda-
ble use of. In 2014, we also invested heavily in the
Ostrobothnian grid system and in modernising the
nearly 100-year-old east-west transmission connec-
tion known as the Iron Lady. This work will contin-
ue over the next few years. The growth in renewable
energy in Finland is apparent at Fingrid as well, with
a high number of wind-power-related substation
projects under way. The projects have been chal-
lenging. Customers expect the electricity stations to
be up and running on a tight schedule immediately
after their permit matters for wind-power construc-
tion have been settled.

In recent years, we have strongly focussed on devel-
oping occupational safety, in terms of both guide-
lines and working methods. The results of our ef-
forts are visible, and the severity and frequency of
accidents have taken a downward turn at our sites.

Our finances are on a stable foundation, despite
major capital expenditure in recent years. A fur-
ther testament to this is our credit rating, which is
among the highest of all companies in Finland. We
are well-balanced in terms of the customer perspec-
tive and generating shareholder value. Our dividend
payout capacity corresponds with the targets set by
our shareholders, while our grid fees are among the
lowest in Europe.

In 2014, we budgeted our result for the first time to
correspond to the return level in compliance with
the regulatory maximum return permitted for trans-
mission system operators. However, market-based
returns and costs differed from the forecasts such
that we were able to lower grid fees by nearly 50
per cent in December 2014. We also decided to low-
er grid fees in 2015 by an average of two per cent
from the 2014 level.

And Finnish society benefits, too: we pay substantial
dividends to the state and to Finnish pension and
insurance companies, and we are one of the larg-
est corporate income taxpayers in Finland. We are
also a major employer, both directly and indirectly
through our service providers.

As the electricity market develops, transmission sys-
tem operators must take stock of their role. We have
traditionally viewed ourselves as strictly an enabler
of wholesale market operations. But we have now
broadened our outlook and assumed an active role
in developing communication related to the retail
market. We have developed communication services
related to electricity trade and imbalance settlement
in close co-operation with electricity market parties.

We have also made a proposal concerning Finland’s
future data hub communication solution. If intro-
duced, this solution, together with hourly electrici-
ty metering, would elevate Finland’s retail electric-
ity market to the top ranks globally, from the per-
spective of both market efficiency and its degree of
digitisation. The solution is now in the hands of Fin-
land’s political decision-makers. We are also pre-
paring for the globalisation of the retail market by
launching the joint Nordic balance settlement ser-
vice company eSett.

Finnish society and our customers benefit from an
efficient, well-run and highly motivated Fingrid
team. Our long-term goal is to rank in the top ten in
the Great Place to Work Finland survey. Fingrid was
ranked 25th in the general series in the 2014 sur-
vey - so there is room for improvement. It is fitting,
then, that our main theme for 2015 is management.

Jukka Ruusunen
President & CEO

In recent years, we have
strongly focussed on
developing occupational

safety.
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FINGRID IN BRIEF

m Fingrid Oyj is a Finnish public limited liability
company responsible for electricity transmission
in the high-voltage transmission system in Fin-
land.

m Fingrid’s nationwide grid is an integral part of the
power system in Finland. The transmission grid
is the high-voltage trunk network that covers all
of Finland. Major power plants, industrial plants
and regional electricity distribution networks are
connected to the grid.

m Fingrid guarantees a disturbance-free electricity
supply in Finland. During this decade, some 2,000
kilometres of new transmission lines and 20 sub-
stations will be built.

m Fingrid's customers include grid companies, elec-
tricity producers, electricity consumers and elec-
tricity market parties. The company provides
these groups with various services, such as con-
necting consumption and production to the main
grid, imbalance power trade and imbalance set-
tlement, transmission system security, well-func-
tioning electricity markets and supervision of
market parties’ interests, and producing electric-
ity market information.

m The Finnish power system is part of the common
Nordic power system. The Nordic system is con-
nected to the system in Central Europe via high-
voltage direct current transmission links. There
are also high-voltage direct current links from
Finland to Russia and Estonia.

m The transmission system owned by Fingrid en-
compasses approx. 14,000 kilometres of 400, 220
and 110 kilovolt transmission lines plus more
than 110 substations.

m Fingrid is responsible for planning and monitor-
ing the operation of the Finnish electricity trans-
mission system and for maintaining and develop-
ing the system. The company is also tasked with
participating in work carried out by ENTSO-E, the
European Network of Transmission System Oper-
ators for Electricity, and in preparing European
network codes and European network planning.

m Fingrid is developing new services to improve

market efficiency. Since 1 April, 2014, the com-
pany has been responsible for granting guaran-
tees of origin for electricity. Fingrid is also re-
vamping the electronic exchange of information
on the market as a means of harmonising and en-
hancing the business processes of especially re-
tailers and grid companies.

Fingrid is owned by the State of Finland (hold-
ing 67.7%), llmarinen Mutual Pension Insurance
Company (19.9%) and other institutional inves-
tors 12.49%.

The company was established on 29 November
1996.

Operations started on 1 September 1997.
Turnover EUR 567 (543) million.
Balance sheet total EUR 2.15 (2.18) billion.

Fingrid owns 18.8 per cent of electricity ex-
change Nord Pool Spot AS.

Bonds issued by Fingrid in the capital market are
quoted on the London Stock Exchange.

Fingrid owns the balance services company eSett
together with Statnett and Svenska Kraftnét. The
company will offer imbalance settlement services
to parties on the Finnish, Norwegian and Swed-
ish electricity markets as of February 2016.

Number of personnel at year-end: 313 (287), with
282 (268) permanent employees.

Fingrid is headquartered in Helsinki, and the
company also has offices in Himeenlinna, Oulu,
Petéjivesi, Rovaniemi and Varkaus.
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Fingrid Oyj, organisation 1 January 2015

JUKKA RUUSUNEN, PRESIDENT & CEO

GRID SERVICES ASSET POWER SYSTEM ELECTRICITY FINANCE AND ICT HR AND
AND PLANNING MANAGEMENT OPERATIONS MARKET TREASURY COMMUNI-

DEVELOPMENT KARI SUOMINEN CATIONS
JUSSI JYRINSALO @  KARI KUUSELA REIMA PAIVINEN JAN MONTELL

JUHA KEKKONEN TIINA MIETTINEN

CUSTOMERS

FINANCE AND BUSINESS DEVELOPMENT
ADEQUACY OF TRANSMISSION SYSTEM

SYSTEM OPERATION

PROMOTING THE ELECTRICITY MARKET

PERSONNEL AND EXPERTISE
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Fingrid Oyj's power
transmission grid
1 January 2015

= 400 kV grid (4,500 km]
= 220 kV grid (2,300 km]
——— 110 kV grid (7,500 km]
e HVDC

network owned by others

Fingrid’s nationwide
grid is an integral part
of the power system in
Finland.
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OPERATING ENVIRONMENT
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The megatrends that have a significant impact on
Fingrid’s operations are the security of energy sup-
ply and electricity dependency, climate change, glo-
balisation, corporate responsibility and digitalisation.

Society is demanding an increasingly reliable elec-
tricity supply. Throughout Europe and also in Fin-
land, the security of energy supply has become a
central theme of energy policies. In Finland’s en-
ergy policy, this is reflected in the goal of increas-
ing self-reliance in electricity purchases. Finland ac-
tively participates in developing common Europe-
an electricity markets that will bring increased ef-
ficiency to the industry, will promote transmission
reliability and will introduce new forms of electric-
ity production with low emissions. The subsidy sys-
tems for renewable energy are threatening the mar-
ket-based approach. At the same time, traditional
production capacity that can be used to regulate the
power system is disappearing. The challenge for the
future will be to guarantee that Finnish households
and industry have reliable, cost-effective and envi-
ronmentally friendly electricity - without interrup-
tion.

Fingrid’s main task is to keep Finland powered eve-
ry second. The company invests strongly in devel-
oping the European and Baltic electricity markets
and strives, through its own activities, to promote
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the operations of the electricity markets. By develop-
ing the transmission grid, Fingrid enables electrici-
ty production investments that support self-reliance.
Transmission grid investments promote the opera-
tions of the electricity market and the shift to an en-
ergy system that produces less emissions, and thus
support sustainable development. Preparedness for
extreme weather events caused by climate change
is being built up in the utilisation and maintenance
of the transmission grid.

Globalisation creates economic opportunities for
financing, service production markets, equipment
procurement and labour markets. The global finan-
cial market has been unstable in recent years, and
Fingrid is a small actor in the international markets.
A high credit rating is important for the company,
in terms of both securing financing and in its price.

As Fingrid’s operating model is based on outsourced
services, it requires well-functioning service produc-
tion markets. Global competition supports the opera-
tions of these markets. On the other hand, the com-
pany must also compete in the international markets
for the best service providers. Fingrid has tradition-
ally relied on Finnish expertise when it comes to its
own workforce, but the internationalisation of the
labour market opens up new opportunities for the
company to diversify its know-how. »»
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Responsible business operations are based on the
premise that, as an integral part of society, com-
panies are today expected to bring solutions to the
common challenges faced by society. As Finland’s
transmission system operator, Fingrid has an impor-
tant role in Finnish society. To meet high standards
in this task, excellent quality is expected in all areas
of corporate responsibility: economic, environmen-
tal and social. The company ensures responsible op-
erations by integrating responsibility in the compa-
ny’s strategy work, management and day-to-day op-
erations. Fingrid’s procurement chains are becoming
longer and increasingly globalised, which makes en-

suring responsible operating practices all the more
challenging.

As a result of digitisation, the importance of IT and
telecommunications is growing. These technologies
are crucial to the company’s operations, and they in-
troduce many new opportunities for developing the
business. However, the integrity of the company’s
IT and telecommunications systems plays a key role
in the company’s risk management and continuity
management. The cyber safety of the transmission
grid will be a central factor in the performance of
Finland’s electricity system in future.

Fingrid's role — from electricity production to consumption

Electricity market

Fingrid actively promotes
the electricity market.

Electricity production

* Nuclear power
* Hydroelectric power
+ Coal
» Natural gas
* Biomass
* Wind power
« Other sources
of energy

Electricity transmission in
Fingrid’s main grid

Fingrid develops the main grid for the
long term and transmits electricity

reliably.
e Transmission lines
» Substations

*Reserve
power plants

Electricity transmission in the
regional and distribution network

Electricity consumption

*Small consumers
* Industry



&FI NGRID Annual Report 2014

FINGRID'S VISION

AND VALUES

The task of a transmission system operator is
to work for the benefit of its customers and
society. Fingrid’s vision is to be a forerunner
in transmission system operation on the in-
creasingly international electricity market. Our
corporate values are transparency, impartiality,
efficiency and responsibility, and these/guide
\. our practical operations and choices every day.

FINGRID. POWERING FINLAND.

SION
IEEorerunner in

transmission
system operation

FINGRID'S VALUES
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I h‘] ’, TRANSPARENCY IMPARTIALITY
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EFFIENCY RESPONSIBILITY
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MISSION AND
OPERATING MODEL
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FINGRID'S BASIC TASK
e B

We work for the be
our customers and ¢

m We transmit electricit
reliably.

m We actively promote the
elctricity market.

®m \We develop the
transmission system
over the long term.

Fingrid makes sure that Finland obtains and
will continue to obtain electricity without dis-
turbance. We are involved in developing Finn-
ish society and the well-being of all citizens.
We have a positive effect on the daily lives
of Finns via our mission: to transmit electric-
ity reliably, to actively promote the electricity
market, and to develop the transmission system
over the long term.
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Fingrid's business model

Resources

Personneland
competence

X
Suppliers and
business partners

€

Income and financing

-

wll

Electricity from
power plants and
neighbouring countries

R

Grid transmission lines,
substations and
reserve power plants

11

Land required for

transmission lines;

natural resources
and materials

D
&

ICT infrastructure

Business operations

We set ambitious targets.

Our corporate culture is engaging and innovative and
complies with good governance practices.
We develop our operations in a balanced way and with a long-

term approach, from the perspective of our customers, fi-
nances and personnel. We seek efficiency by combining our
core expertise with that of the best operators in the industry.
This is how we earn the trust of our customers, society,
shareholders and the working community.

Adequacy

of the transmission

system

Grid
planning

Grid
building

Grid
maintenance

<

Linking consumption
and production
to the grid

Electricity market
information

Business processes

Managing
system
security

Planning the operation
of the power system

Monitoring and control
of the power system

Managing disturbances
and the continuity
of the power system

Services for customers

Q X

Promoting

the electricity

market

Ensuring the
continuity of the
electricity market

Harmonising the
the rules of the
electricity market

Increasing the
transparency of
electricity market
information

lad

Transmission Imbalance Awell-
system security power trade functioning
and imbalance electricity
settlement market
\
EDI '

Exchange of data in the
electricity market

Guarantee of
origin certificate

Impacts

R

Enabling a
transformation in
the energy system

5

Reliable electricity
for society and
industry

Promoting
Finland’s
competitiveness

oyl

e -]

Developing
the electricity sector
and competence

€

Financial benefits
for stakeholders

Major grid
investments and
employment

7

Local changesin
land-use and the
environment and
energy losses in
electricity
transmission



&FINGRID

Annual Report 2014

STRATEGY

In preparing and executing the company’s strate-
gy, we have examined the requirements set by our
vision as fairly as possible from four different per-
spectives.

We set ambitious goals for everything we do. Our
corporate culture is engaging and innovative and
complies with good governance practices. We de-
velop our operations in a balanced way and with
a long-term approach from the perspectives of our
customers, finances, processes and personnel. We
seek efficiency by combining our core competence
with the best actors in the industry. This is how we
earn the trust of our customers, society, sharehold-
ers and the working community.

As the structures of electricity production change,
we are keeping the nation powered every second and
the markets rolling. We carry out grid investments
safely and effectively. New production is connect-
ed to the electricity grid. We foster a good atmos-
phere and strong performance in the work commu-
nity. Risk management responds to changing condi-
tions and the company has continuity plans for ex-
ceptional situations. For our shareholders, we secure a
return on investments that is in line with the targets.

Customers and stakeholders expect Fingrid to secure
a reliable electricity supply for the nation, as well as
a well-functioning electricity market. Services are
developed in line with customer needs and afford-
able grid transmission pricing is ensured. Fingrid is
an independent actor on the markets and serves all
its customers equally. Customers include electricity
producers, electricity market actors, large-scale in-
dustrial companies and electricity companies. Fin-
grid offers its customers electricity transmission and
electricity market services.

Financial management is based on the premise that
we can respond to the expectations of society in the
long term by working cost-effectively and provid-
ing shareholder value. Fingrid’s objective is to be
a forerunner in transmission system operation on
the increasingly international electricity market. This
means continuously developing our operations and
ensuring their cost-effectiveness.

Fingrid’s internal processes are described accord-
ing to the company’s main duties. Qur organisation
model is based on a matrix structure that supports
effective implementation and comprehensively en-
gages personnel. »p
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Managing system security requires proactive and re-
liable electricity transmission. The aim is to keep the
nation powered and to ensure that the consumption
and production of electricity in Finland’s power sys-
tem is always balanced. We work around the clock,
seven days a week to ensure this.

Fingrid promotes the functioning of the electrici-
ty market by taking active part in its maintenance
and development. We aim to keep electricity trans-
mission connections between countries sufficient, to
provide sufficient information concerning markets
and to take care of balance services efficiently. Com-
mon European electricity markets that function effi-
ciently also benefit consumers.

In securing transmission capacity, the essential ob-
jectives are to carry out capital investments on the
grid efficiently and at a time that is right for the na-
tional economy and to guarantee maintenance work
on the grid. The grid is constructed and maintained
safely and in a flexible manner to correspond to so-
ciety’s electricity production and consumption needs.

We develop our personnel and expertise to ensure
that our working community is productive, innova-
tive and healthy. The company’s strategy is updat-
ed annually. Dozens of Fingrid employees through-
out the organisation take part in this work either by
helping to set goals or by analysing our operating
environment. A balanced personnel perspective is a
component in all decision-making.

Strategic projects

At the core of Fingrid’s strategy implementation are
the following company-level strategic projects:

¢ Implementing European network codes
¢ Improving the reliability of cross-border connections
¢ Creating international reserve markets

* Developing the exchange of electricity market
information

¢ Grid pricing in 2016
* Digitising business processes

* Management development

Each project is assigned a person responsible on the
executive management group level. Strategic projects
are carried out in the organisation as part of the an-
nual action plan. The executive management group
regularly monitors the progress of the projects.

Fingrid is an independent actor
on the markets and serves all

its customers equally.
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The perspectives of Fingrid’s strategy

Customers and society

We secure reliable electricity and a well-functioning electricity market for society.
We offer affordable services that meet our customers’ needs.

Finance
We operate cost-effectively and bring value to our owners.
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Internal processes

Adequacy of the System Promoting the
transmission system operation electricity market

We carry out investments We operate the national grid We actively maintain and
and maintenance safely proactively and reliably. develop the electricity market.
and efficiently at the right time.

PERSONNEL AND EXPERTISE

The cornerstone of our operations is a productive, innovative and healthy working community.
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Fingrid's strategic targets and indicators

Our target in 2014

CUSTOMERS AND SOCIETY

How did we do?

What are our targets
in 2015?

High transmission
system security

Economic disadvantage inflicted on
customers by disturbances in the
transmission grid less than EUR 4.5
million.

Economic disadvantage
to customers amounted
to EUR 4.2 million.

Target less than
EUR 3.5 million.

Satisfied customers

Average grade from customer
survey min. 8.5.

Average grade from stakeholder
survey min. 8.5.

Fingrid’'s average grade
was 8.4.

Average grade from
customer survey
min. 8.6.

Affordable pricing

ENTSO-E’s European tariff level
comparison: top three.

Fingrid was among the most
affordable 25%.

ENTSO-E's European
tariff level compari-
son: top three in com-
parison group of 16
countries.

FINANCES

High credit rating - [new target) To maintain Fingrid's
credit rating at the
A- level at least.

Good dividend payout - [new target) Dividend income that

capacity is in line with share-
holders’ targets.

Good cost-effectiveness | - (new target) To maintain the cur-

rent solid cost-effec-
tiveness and to con-
tinuously improve
productivity.

Return on equity

Proceeds in accordance with the

The permitted proceeds were

Not part of the

regulatory model (WACC]) from the attained. targets for 2015.
start of 2014.
Targeted capital Equity ratio approx. 30%. The equity ratio was 31.0%. Not part of the
structure targets for 2015.
INTERNAL PROCESSES

Long-term development
of the grid to meet the
needs of customers and
the electricity market

Implementation of the 10-year cap-
ital investment programme con-
cerning the transmission grid in a
manner which enables the execu-
tion of the Finnish climate and ener-
gy strategy: investment projects on
schedule and within budget.

The investment projects were
realised and the ongoing pro-
jects and procurements pro-

ceeded as planned.

Target unchanged.

44
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Our target in 2014

How did we do?

What are our targets
in 2015?

A well-functioning
electricity market

The key electricity market develop-
ment projects and services devel-
oped were realised as planned.

Price coupling was success-
fully introduced in northwest-
ern Europe’s electricity mar-
kets, and the regulation on ca-
pacity allocation and conges-
tion management was adopted
by the EU member states.
EstLink 2 increased the mar-
ket's transmission capacity.
Fingrid assumed responsibility
for guarantees of origin.

Target unchanged.

Procurement chain
responsibility

Responsibility requirements will be
in use on all worksites by the end
of 2015.

No deviations or problems in
contractor obligation or employ-
ment relationship matters.

Responsibility requirements
were in place and audits at
work sites continued as part of
contractor obligations. Suppli-
ers of goods and services were
also audited to ensure respon-
sibility.

Target unchanged.

High level of occupa-
tional safety

Accident frequency less than 10 by
the end of 2015 (both Fingrid per-
sonnel and service providers).

The accident frequency was 6.
There were no serious or fatal
accidents on Fingrid’s sites.

Target unchanged.

Responsible land use and
environmental policy

No significant environment-related
deviations.

Consistent use of farm-land pylons.

No significant environment-
related deviations. Environ-
mental training for contractors
was increased and environ-
mental monitoring was devel-
oped at work sites.

Field pylons were used con-

Environmental devi-
ation target remains
the same, the use of
field pylons is not in-
cluded.

sistently.

Maintenance efficiency |- [new target) Top three in interna-
tional maintenance
comparisons.

Operational efficiency - (new target) Top three in inter-

national operational
comparisons.

PERSONNEL AND COMPETENCE

Good workplace
atmosphere

Key figures of the Towards a Bet-
ter Working Community study by
the Finnish Institute of Occupational
Health: maintaining high level.

The key figure rose to 16,
which is better than in other
specialist organisations on av-
erage.

Target unchanged.

Good management

Great Place to Work survey,
general series: Among the top 10.

No survey in 2014.

Target unchanged
(survey carried out
every two years).

Responsible operating
methods

Personnel to be trained in respon-
sibility and to participate in the de-
velopment of practices by the end
of 2014,

Responsibility management
was integrated with financial
and business development.
Fingrid’'s operating principles
were updated.

Continuous respon-
sibility coaching for
personnel and their
participation in de-

veloping operating

methods.
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MANAGEMENT SYSTEM

Management and leadership that is in accordance
with the company’s values is engaging, encourag-
ing, equal and transparent. Leadership is developed
at all levels through work community and supervi-
sor coaching. The company participates in HR man-
agement comparison surveys as a means of applying
best practices.

Management methods are improved on the basis of
changes in the operating environment, experiences
gained, comparison surveys and workplace atmos-
phere questionnaires. In addition, management de-
velopment projects are initiated as needed on the ba-
sis of feedback from the annually held results and tar-
get discussions, and on the basis of exit interviews.

Fingrid requires that everyone in a managerial posi-
tion has assimilated the company’s values, strategy
and operating principles, works in accordance with
these, and is able to communicate them to person-
nel and ensure that they are complied with. This will
help us reach our goal of having a work community
that operates according to shared principles and rules.

CEO and executive management group

The President & CEO is responsible for managing the
administrative routines of the company in keeping
with the Limited Liabilities Companies Act. The Pres-
ident & CEO is supported in his work by the compa-
ny’s executive management group (EMG). The EMG’s

decisions are implemented by the authority of the
President & CEO. The EMG also supports its members
in their decision-making. The task of the EMG is to
prepare, implement and monitor the company’s strat-
egy, in accordance with the company’s four perspec-
tives. It ensures that the strategy is sufficiently com-
municated and implemented, and that action plans
and budgets are drawn up in accordance with the ob-
jectives of the strategy. It has a central role in steering
the company’s finances and in its risk management,
and participates in preparing and implementing mat-
ters that require a decision by the Board of Directors.
The members of the EMG are responsible for exter-
nal communication and public relations pertaining to
their area of responsibility. The EMG outlines the de-
velopment of HR matters and plans human resourc-
es for the long term. The EMG is also active when it
comes to developing its own activities.

The responsibilities and authorities of the members
are determined according to the responsibilities in-
herent in their business area, on the basis of the au-
thority of the position. The goal is to achieve clarity
in the division of responsibility, readiness to make de-
cisions quickly, and making decisions at appropriate
levels of authority. The authority to make decisions
and grant approval, as well as the right to sign docu-
ments, is granted on an individual level according to
separate guidelines. A deputy has been appointed for
each member of the EMG in order to ensure the con-
tinuity of operations. »»
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Matrix

The company’s operations are managed in a ma-
trix of four perspectives: customers, finance & busi-
ness development, internal processes, and personnel
& competence. The internal processes consist of: en-
suring transmission capacity, managing system secu-
rity and promoting the electricity market.

For each perspective, the President & CEO appoints
an owner who is responsible for its activities and de-
velopment: preparing the strategy and guidelines, and
planning, scheduling and steering the key measures
in line with the strategy. The owner is responsible for
directly managing the process or perspective, with the
support of the steering group, and for setting strategic
targets together with the President & CEO and the Ex-
ecutive Management Group, who appoints the mem-
bers of the steering groups.

The owners of the perspectives are in charge of pur-
posefully organising the steering and working groups
and the teams in order to ensure that the implementa-
tion of the strategy, monitoring, follow-up and meas-
uring of the results can be ensured in the long term.
The owners are also responsible for development, ef-
fectiveness and risk management related to their per-
spective. This also means responsibility for forecast-
ing and monitoring substantial costs, revenue and in-
vestments related to the perspective, as well as for en-
suring the cost-effectiveness of the business solutions.

Business areas

The directors of the business areas are responsible for
the annual planning and budgeting of tasks in ac-
cordance with the strategy, and for cost-effectively

Management and
leadership thatis in
accordance with the

company’s values is
engaging, encouraging,
equal and transparent.

implementing the tasks in their area of responsibility.
This involves ensuring that the annual targets set for
the business areas are reached, that their related risks
are controlled and that the operations are measured
and reported on accordingly.

The directors are responsible for managing, maintain-
ing and developing their personnel’s motivation and
well-being and for ensuring a sufficient level of re-
sources. The resources available to the director must
be allocated cost-effectively, as must the procurement
of services. The business area director is additional-
ly responsible for internal communication related to
his/her own area of responsibility.

Instruction system

The company’s instruction system is composed of
three levels: policies approved by the executive man-
agement group specify the principles approved by the
Board of Directors and are complemented by the more
detailed guidelines given by the perspectives and the
business areas.

Management principle documents approved by Fin-
grid’s Board:

¢ Fingrid's operating principles

¢ Personnel and management principles

¢ Corporate finance and procurement principles

¢ Financing principles

¢ Internal control and risk management principles

¢ Grid development and maintenance management
principles

¢ Principles for managing system security

® Principles for promoting the electricity market.
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MEMBERS OF THE EXECUTIVE MANAGEMENT GROUP

Eg Jukka Ruusunen
CEO

Born in 1958, Doctor of Technology
CEO since 2007

Member of the executive
management group since 2007

Employed by Fingrid since 2007

ié Kari Kuusela
Executive Vice President

Born in 1955, M.Sc. (Tech)
Member of the executive
management group since 1999

Employed by Fingrid since 1997

=
i“g Juha Kekkonen

M Executive Vice President

Born in 1950, M.Sc. (Tech.)
Member of the executive
management group since 1997

Employed by Fingrid since 1997

E Jussi Jyrinsalo

Born in 1964,

Licentiate in Technology
Member of the executive
management group since 2005

Employed by Fingrid since 1997

5

' Tiina Miettinen
Born in 1963,
Master of Political Sciences

Member of the executive
management group since 2013

Employed by Fingrid since 2007

EJan Montell

Born in 1968, M.Sc. (Econ.)

Member of the executive
management group since 2013

Employed by Fingrid since 2013

E Reima Paivinen

Born in 1958, M.Sc. (Tech.)

Member of the executive
management group since 2005

Employed by Fingrid since 1997

| a : )
7 Kari Suominen

Born in 1964, M.Sc. (Tech), MBA

Member of the executive
management group since 2013

Employed by Fingrid since 2013

Full introduction of the executive management group:http://annualreport.fingrid.fi/en/2014/executive_management_group
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CORPORATE
RESPONSIBILITY

In accordance with Fingrid’s mission, corporate re-
sponsibility is a natural element of the company’s
way of operating. By looking after the transmission
of electricity in the national grid, Fingrid bears great
responsibility for keeping society running.

Fingrid’s strategy and its various perspectives form
the starting point also for its corporate responsi-
bility, which is recognised as an important part of
business expertise. Corporate responsibility increases
Fingrid’s ability to create value for stakeholders and
ensure society’s approval of its operations.

Corporate responsibility is managed at Fingrid as
an integrated part of overall management, support-
ed by the company’s regular management system.
Fingrid’s Board of Directors approves the company’s
Code of Conduct and monitors the company’s com-
pliance in operating responsibly. Corporate respon-
sibility has not been assigned to a specific Board
member.

Fingrid’s CEO and the heads of functions are each
responsible for corporate responsibility issues with-
in their area of responsibility. In all decision-making
and when assessing operations, equal consideration
is given to social issues and environmental impacts,
alongside profitability issues.

Corporate responsibility is co-ordinated at the com-
pany level by the steering group for Fingrid’s fi-
nance and business development perspective, which
is headed by the Chief Financial Officer. The steer-
ing group is supported by the company’s business
development working group, which is composed of
development managers. During the year, a change
was made to how responsibility is co-ordinated, bet-
ter linking corporate responsibility to Fingrid’s basic
operations and the development thereof. Corporate
responsibility is now a systematic, targeted compo-
nent of Fingrid’s annual cycle of management.

Key targets have been set by identifying matters that
are essential to Fingrid’s strategy and operations.
Fulfilment of the targets serves as the basis for the
executive management’s and personnel’s remuner-
ation. Corporate responsibility is part of the annu-
al planning of operations and an integral, strategy-
based component in assessing development oppor-
tunities and risks and devising measures for the sub-
sequent year.

Responsible operations are ensured through shared
values and, among other things, the company’s
Code of Conduct, which is based on the UN Global
Compact Initiative and which all Fingrid employ-
ees must comply with in their work. »»



&FINGRID

Annual Report 2014

During the year under review, the Code of Conduct
was updated, a company-level online orientation
programme was implemented, and the familiarisa-
tion of new employees with the Code of Conduct
was assured. Planning of online orientation intend-
ed for all employees was additionally started, relat-
ing to the updated Code of Conduct.

It takes the commitment of both managers and the
entire work community to ensure that behaviour is
in line with Fingrid’s Code of Conduct. Fingrid’s em-
ployees can receive advice in applying the Code of
Conduct from the company’s legal services. Suspi-
cions of behaviour that goes against the Code must
be reported to a supervisor, Fingrid’s management
or internal audit without delay. Suspected breach-
es are investigated with confidentiality and discre-
tion, ensuring that no negative consequences befall
the person reporting the behaviour. Behaviour that
goes against the Code of Conduct will lead to a dis-
cussion with the supervisor and, if necessary, other
disciplinary measures.

Fingrid also strives to promote responsible behav-
iour throughout the supply chain. Fingrid requires
that its service and goods suppliers comply with a
Supplier Code of Conduct or with their own similar
code. Corporate responsibility requirements are ap-
plied to contracts that have a value of at least EUR
30,000. The requirements cover such issues as busi-
ness practices, human rights, workers’ rights, occu-
pational health and safety and environmental mat-
ters. Fulfilment of the requirements is monitored on
a risk basis and, if necessary, Fingrid works together
with the contractual partner to rectify any deficien-
cies. During the year, responsibility requirements
were also set as criteria for entry into Fingrid’s sup-
plier register. Fingrid is prepared to commit, through
similar principles, to the corporate responsibility re-
quirements set by its contractual partners on Fin-

grid’s operations.

A total of five supplier audits were carried out in
2014 to verify that goods purchases complied with
Fingrid’s responsibility requirements. Fingrid’s own
personnel handled the audits, which revealed one
significant deficiency related to the use of personal
protective gear. Shortcomings were additionally ob-
served in, among other areas, chemical and occupa-
tional safety, employee inductions, documentation
and supply chain management.

As a significant employer in construction and main-
tenance work, Fingrid recognises both its obligation
to investigate and its responsibility to combat the
grey economy when using foreign workforce. To that
end, new contractual terms for employing subcon-
tractors and workforce were published during the
year. Throughout Finland, supplier audits were con-
tinued on the transmission system operator’s work
sites as part of contractor obligations. They revealed
deficiencies related to, in particular, subcontractors’
operations. The deficiencies were investigated and
improved as a collaborative effort.

In order to improve its transparency and compara-
bility, Fingrid has reported on its corporate respon-
sibility in accordance with the international Global
Reporting Initiative (GRI) framework since 2011. In
2014, Fingrid adopted the latest GRI G4 framework,
according to which standard disclosures in accord-
ance with the guidelines are reported. The GRI Con-
tent Index presents Fingrid’s reported disclosures.

Fingrid’s corporate responsibility work focuses
on matters that are important with respect to the
company’s basic operations. »p

Fingrid requires that its service
and goods suppliers comply with
a Supplier Code of Conduct
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This was ensured in 2014 by updating the assess-
ment of the substantial financial, social and envi-
ronmental impacts of Fingrid’s operations, as well
as the impacts on stakeholders’ decision-making.
In updating the materiality assessment, the increas-
ingly strong connection between responsibility and
strategy and business operations was taken into con-
sideration, as were the requirements of the revised
guidelines, which cover the entire value chain.

The first phase in the work to update the material-
ity assessment was to conduct a broad background
analysis to identify and evaluate potential important
corporate responsibility matters in terms of Fingrid’s
operations. The next phase involved shortlisting and
prioritising. For that, support was provided by work
meetings involving dozens of Fingrid experts and
the stakeholder survey that was sent to some 700
people. The response rate in the stakeholder survey
was 38 per cent, and the results of the survey rein-
forced previous notions of the expectations of stake-
holders when it comes to Fingrid’s operations. Vari-
ous stakeholder groups raised very convergent issues
and gave Fingrid a score of 8.6 on a scale of 4 to
10 for its corporate responsibility. In the final phase
of the materiality update, Fingrid’s executive man-
agement group processed the results of work meet-
ings and the stakeholder survey and confirmed the
matters that are most important for Fingrid’s oper-
ations. The adequacy of management practices was
also ensured. The matters prioritised for Fingrid as
being key issues and their corresponding GRI G4 re-
porting aspects are presented in the figure and in the
GRI Content Index.

KEY EVENTS OF 2014

Responsibility continues to be developed in a bal-
anced manner in all of Fingrid’s strategic perspec-
tives and processes. Characteristically for Fingrid,
the aim is to engage the entire personnel in the con-
tinuous development of the company’s operating
practices also when it comes to responsibility issues.

In the efforts to define Fingrid’s key issues, the com-
pany has identified its most important stakeholder
groups. The aim is to achieve open, impartial dia-
logue with all stakeholders in order to reach com-
mon ground. Fingrid aims to engage in a dialogue
with and gather feedback from its stakeholders and
to publish material on its operations transparently
so that the material is available to all.

Finland’s National Climate and Energy Strategy pos-
es challenges for stakeholder work. New wind and
nuclear power plants are under planning, which
means new transmission lines and electricity substa-
tions will need to be connected to the grid. The opin-
ions of landowners, people living near transmission
lines and local communities must be taken into con-
sideration when planning such projects. The results
of a company image survey directed at landown-
ers in autumn 2014 showed that Fingrid is known
as a reliable, competent and responsible company.
Fingrid’s overall grade of 7.69 (7.57) as an operator
shows a clear improvement from the previous year.
The respondents expressed that they would like to
see an improvement in communication during the
construction phase of new transmission lines.

Fingrid recognised as promoter of electronic communications

FICORA, the Finnish Communications Regulatory Authority, in September 2014 named Fingrid ‘Electronic communica-
tions promoter”. The grounds for the recognition were that Fingrid ensures the security of its operations in an exemplary

manner and thus improves national information security.

Fingrid was praised for increasing the exchange of information related to information security threats and for
enabling information security deviations to be discussed openly, which in turn enables up-to-date and true situational
awareness. In addition, Fingrid's operations have promoted the launch of FICORA's HAVARO monitoring system in new

organisations.

The recognition is awarded annually to a party who has promoted to a significant extent the development and spread

of electronic communications in Finland.
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FINGRID'S STAKEHOLDERS AND MEASURES

Customers « Electricity Market Day (7 April), Grid Day (3 September), System Security Day (25 November).
Nearly 400 guests took part in these events. A live webcast of the event made it possible for
anyone to watch the events.

* Vaasa Wind Exchange (18-19 March)

e Energy Fair (28-30 October])

* Seminar for balance providers (21 November]

¢ Numerous regional customer events

¢ Discussions dealing with the preparation of network codes on the European level

e Events on connection terms and their development

¢ Events to develop the terms of grid services and the tariff structure

¢ Advisory Committee, 4 meetings/year

¢ Grid Committee, 4 meetings/year

e Operations Committee, 4 meetings/year

e Market Committee, 3 meetings/year

e Customer service: in particular, connection of wind power to the grid

¢ Customer magazine, 3 issues/year

e Customer newsletter, 12 issues/year

e Customer survey (November)

Personnel e "My Strategy” discussions | (results and targets) and Il (development)
e TTL ParTy workplace satisfaction survey
e Intranet

e Personnel events: 22 May, 12 September, 28 November, and CEO briefings in the spring
and autumn, morning coffee info sessions on Friday mornings

* Fingrid’s family day (3 June)

¢ Electronic induction for new employees

¢ Orchidea tool for supporting idea generation

e Leisure time exercise and cultural events arranged by the personnel association

Shareholders e Annual General Meeting (6 June); Extraordinary General Meeting (18 June)
e Board work: 16 meetings/year
¢ Personal contacts

Financers and credit ¢ Maintaining a high credit rating with at least two of the leading international credit rating
rating agencies agencies
¢ Proactive and open communication with financers and debt investors

Contractors and service ¢ Meetings and feedback sessions

providers e Audits

e Shared IT systems

e Competitive bidding and contract negotiations

e Terms of contract and technical specifications

¢ Occupational safety campaign

* Occupational safety magazine “Turvallisilla linjoilla” published in June and December
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Stakeholders Measures in 2014

Landowners and neigh- e Seven public events related to planned transmission line projects
bours of transmission ¢ Bulletins for landowners concerning the planning and construction of transmission
lines line projects and on handling vegetation

e Map-based feedback service and other communications

e The Metko exhibition in Jamsa for the heavy machinery industry
e Publication “Yhteisilla linjoilla” (June)

 Survey on Fingrid’s reputation among landowners (September)

Media e Press conferences: Inauguration of the EstLink 2 connection; progress of the transmission
line project in western Finland; the Valve 2014 major disturbance exercise in Rovaniemi;
Electricity Market Day; Grid Day; System Security Day

e About 160 press releases, stock exchange releases and topical news on the internet

e Making personal contacts

e Continuous media monitoring and publicity analysis

e Energy industry media barometer (January)

Authorities and organi- e Co-operation and liaison with relevant authorities
sations: Energy Authori- e Working groups and committees

ty, Finnish Energy Indus- e Statements

tries, National Land Sur- e Work of the Power and District Heat Pool

vey of Finland, Ministry of | e Authority survey [November)
Agriculture and Forestry,
Central Union of Agricul-
tural Producers and For-
est Owners, Radiation and
Nuclear Safety Authority,
Ministry of Employment
and the Economy, Minis-
try of the Environment,
regional and local author-
ities, National Emergency

Supply Agency

Other partners: e Participation in and contribution to ENTSO-E, and other international and

other TSOs, industrial national industry co-operation

organisations, universities | e Participation in research and development projects, co-operation with educational
and research institutes, establishments, part-time professorship at Aalto University

land use planners, NGOs, ¢ Dialogue on land-use planning

political decision-makers ¢ Contact with political decision-makers

» Contact Forum recruitment fair (23 January)

e IT sector recruitment fair (6 November)

¢ Survey of employer image among students (May 2014

 National survey on trust and reputation carried out among the general population (June 2014)
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CUSTOMERS

The introduction and development of Fingrid’s cus-
tomer operations model was continued during the
year under review. The services and the persons in
charge of them at the customer interface were defined
in greater detail, and a customer management system
(CRM) was introduced to support the work. Custom-
er feedback was actively collected by means of sur-
veys and conversations with each customer. Custom-
ers were actively involved in developing Fingrid’s ser-
vices and their pricing.

Fingrid’s overall score in the customer satisfaction
survey decreased slightly, to 8.4 (8.6). According to
the survey, particularly bottlenecks in the transmis-
sion grid from Sweden to Finland and the resulting
price differences had a negative impact on customer
satisfaction. In Fingrid’s view, the current situation is
primarily the result of a structural production deficit

in Finland rather than insufficient electricity import
capacity as such. Fingrid will use all means availa-
ble to improve the availability of existing cross-bor-
der transmission capacity and also to examine any
possibilities to increase transmission capacity. Anoth-
er development target, according to the results of the
customer satisfaction survey, is to increase Fingrid’s
visibility among new customer groups, such as us-
ers of information exchange services and guarantees
of origin.

The four-year contract period for grid services will
terminate by the end of 2015. During this contract
period, it has become clear that there is room for re-
newal in the contractual terms and pricing structure,
for which solutions were sought in collaboration with
customers during the year under review. In terms of
the grid tariff, customers basically would like to »»
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see a transparent and simple pricing structure — how-
ever, such that a matching principle is complied with
to a sufficient degree. Due to this principle, the value
of the tariff will in future be based on, in addition to
energy, also on the power rating, and the pay share of
production will be increased. A power rate component
will be added because the grid is designed and built
according to the required power rate. The pay share of
production will be increased once the matching prin-
ciple has been reviewed and updated to comply with
today’s conditions. The tariff structure was narrowed
during the customer negotiations carried out during
the year, and it can now, under updated contractual
terms, be used in customer-specific contract negotia-
tions. Fingrid prepared for the separation of grid op-
erations required by the Electricity Market Act in ne-
gotiations with customers, particularly concerning ra-
dial power lines to be excluded from the definition of
grid in the future.

Several wind power projects kept customer service
and grid designers busy throughout the year. While
only relatively few wind turbines are starting up an-
nually, there are hundreds of wind power projects
waiting for land-use decisions and permits. Fingrid
collaborates closely with wind power developers,
from project feasibility studies right down to the com-
missioning of a new wind farm. Possibilities to con-
nect wind turbines to the grid and any need to rein-
force the grid are determined for each project, and the
developer is provided with a cost estimate and sched-
ule. At the same time, Fingrid is building several new

transmission lines and substations, which will entail
changes to existing customer connections and many
challenging transmission outages and operating con-
ditions. Despite these challenges, the cooperation be-
tween customers and Fingrid was successful and free
of any major problems during the year under review.

In order to develop the effective and accurate ex-
change of electricity market information, Fingrid
worked in close co-operation with e.g. electricity
market parties, interest groups, service providers, su-
pervisory authorities, legislators, organisations that
develop national and international communications
and other transmission system operators. This also
involved an investigative project to determine a fu-
ture electricity market information exchange solution
(data hub). Wide-ranging participation throughout
the industry and profound expertise made it possible
to accurately describe the existing status of data ex-
change, a broad analysis of possible solutions and the
final decision. A working group and a reference group
were established to support the work of Fingrid’s pro-
ject group through their broad expertise and efforts
to commit the industry to the project. The events or-
ganised during the investigation included three stake-
holder meetings that gathered more than 300 indus-
try representatives. Development of the Nordic bal-
ance settlement also continued in close co-operation
with customers. The Nordic reference group of this
undertaking met three times to consider the model
and develop it as well as the related practices. Fin-
grid additionally organised, in co-operation with »»

CUSTOMERS LINKED TO THE GRID (31 DECEMBER 2014)

December 2014 December 2013

Customers Connection points Customers Connection points
Distribution network 60 409 60 406
Production 25 50 23 45
Industry 28 40 29 42
Institutional customers 1 44 1 44
Total 114 543 13 537
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CUSTOMER AND STAKEHOLDER

SATISFACTION

Ratings for Fingrid on a scale of 4 to 10

Fingrid

Electricity market
services
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Includes costs related to grid operation, such as
investments, loss energy, and system services, but
not other costs that are not directly related to grid
operation, such as public service obligations, feed-in
tariffs for renewable energy, and peak load capacity.

The comparison includes the EEA countries with a

grid company in charge of both 110 kV and 400 kV
infrastructure. The 16 countries included in the
comparison are: Belgium, Croatia, Czech Republic,
Denmark, Estonia, France, Hungary, Iceland, Ireland,
Latvia, Lithuania, Norway, Poland, Romania, Slovakia,
and the UK.

Adato and the Finnish Energy Industries, training
events for market operators on the new balance set-
tlement model, in addition to the annual NBS (Nor-
dic Balance Settlement) info days.

As required by law, Fingrid’s subsidiary Finextra
stepped into its role as the body responsible for the
electronic register for electricity guarantees of origin
on 1 March 2014. The guarantees of origin are cer-
tificates intended to assure that the electricity from a
specific producer is from renewable sources or com-
bined heat and power (CHP) production. Register ser-
vices for guarantees of origin were continued for cus-
tomers through service agreements. A new electron-
ic register, developed in co-operation with certificate
of origin customers, was introduced during the year.
Finextra was accepted as a member of the Associa-
tion of Issuing Bodies (AIB), a European certification
organisation, as of 1 January 2015. AIB combines the
national electronic registers and makes it possible to
distribute standardised certificates of origin in Europe.

Customer committees and
Advisory Committee

Fingrid has an Advisory Committee and three cus-
tomer committees. The Advisory Committee serves as
a channel of interaction between the company and its
customers. Fingrid uses the committee to distribute in-
formation on its current affairs and plans. The repre-
sentatives of the customer groups, in turn, can take a
stand on the matters discussed within the committee
and also introduce their own proposals to the agenda.
The Advisory Committee deals with the company’s en-
tire field of operations and services offered to custom-
ers. A major theme of the Advisory Committee in 2014
was the development of the structure of the grid tariff.
The matter was discussed in each of the four meetings
during the year, and a common understanding was
reached on the new tariff structure scheduled to be in-
troduced during the regulatory period starting in 2016.

The customer committees deal with matters in their
respective sectors. The Operations Committee discuss-
es and expresses opinions on matters related to the
development of procedures used for the operation of
the power system and maintenance of system security.
The Market Committee is an advisory discussion forum
which assists Fingrid in the development of the Nordic
and European electricity markets. The Grid Committee
serves as a co-operation body in system development
and in the management of system-related property.
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Advisory Committee

Antti Koskelainen, Outokumpu Oyj (Chairman)
Raimo Harma, Kymenlaakson Sahkdverkko Oy
Tapio Jalonen, Rovakaira Oy

Jussi Jyrinsalo, Fingrid Oyj (Secretary)

Juhani Jarveld, Oulun Energia

Jussi Laitinen, Tampereen Sahkolaitos Oy
Juha Lindholm, Vatajankosken Sahko Oy
Jukka Mikkonen, Stora Enso Oyj

Jorma Myllymaki, Elenia Oy

Marko Nylund, Pohjolan Voima Oy

Risto Penttinen, Fortum Oyj

Jukka Ruusunen, Fingrid Oyj (President & CEO)

Seppo Tuomisto, Kemira Oyj

Rami Vuola, EPV Energia Oy

Operations Committee

Reima Paivinen, Fingrid Oyj (Chairman)

Hannu Halminen, Boliden Harjavalta Oy

Mikael Heikkild, Fortum Power and Heat Oy

Teppo Harkonen, Helen Sahkoverkko Oy

Teuvo Jouhten, PVO-Vesivoima Oy (missing from photo)
Jonne Jappinen, Fingrid Oyj (Secretary)

Pekka Pollari, UPM Energia

Jukka Rajala, Etela-Pohjanmaan Alueverkko Oy

Ismo Reinikka, E.ON Kainuun Sahkoverkko Oy

Erkki Tiippana, VR-Rata Oy Ab
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Market Committee

Juha Kekkonen, Fingrid Oyj (Chairman)
Juha Hiekkala, Fingrid Oyj (Secretary)
Jouko Isoviita, Oulun Energia Oy

Mika Laakkonen, Kymppivoima Hankinta Oy
Janne Laine, Energiakolmio Oy

Mikko Lepistd, SSAB

Sami Oksanen, Nord Pool Finland Oy
Raimo Peltola, Fortum Power and Heat Oy
Ari Sormunen, Kuopion Energia

Anne Sarkilahti, UPM-Kymmene Oyj

Harri Tiittanen, Power-Deriva Oy

Jouni Vdisanen, RAO Nordic Oy (missing from photo)

Grid Committee

Kari Kuusela, Fingrid Oyj (Chairman)

Jyrki Havukainen, Porvoon Alueverkko Oy
Jorma Heikkild, Metsa Fibre Oy

Markku Hyvarinen, Helen Sahkadverkko Oy

Suvi Lokkinen, Fingrid Oyj (Secretary)

Petri Parviainen, Fingrid Oyj

Matti Ryhanen, Savon Voima Verkko Oy

Henrik Suomi, Caruna Oy (missing from photo)
Antti Timonen, Oulun Energia Siirto ja Jakelu Oy
Jaakko Tuomisto, Teollisuuden Voima Oy

Seppo Tupeli, Herrfors Nat-Verkko Oy Ab
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CORPORATE FINANCES

Key long-term goals for Fingrid's
financial control:

® Good cost-effectiveness and continuous im-
provement of productivity in order to keep
service prices at a moderate level. The com-
pany’s goal is to keep its cost-effectiveness
on a par with the best in Europe and grid
pricing in the best 25 per cent of the com-
parison group.

¢ A high credit rating to ensure the availabili-
ty of diversified long-term financing, low
financing costs and good ability to take
care of the company’s liabilities.

¢ Creating shareholder value by keeping the
company’s adjusted income at the level
permitted by regulation and by paying
dividends in compliance with shareholders’
profit targets. »»
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Fingrid aims to guarantee the stable pricing devel-
opment of its services through long-term planning
of the company’s finances, capital expenditure, risk
management and financing. Neither investments nor
any other decisions are made to meet short-term
financial targets. The company’s consistently high
rankings in annual international comparison studies
on the cost-effectiveness and quality of grid opera-
tors, and the international certification for the man-
agement of physical assets (PAS 55) granted to Fin-
grid serve as proof of the cost-effectiveness of the
company’s operations and of its effective manage-
ment of cost and other risks related to grid assets.

Fingrid’s profits will also show increasing volatili-
ty in future, and this is likely to be reflected in pric-
ing as well - both upwards and downwards. The rea-
son behind this is, in particular, volatility in market-
based congestion income and cross-border transmis-
sion income as well as in cost items such as reserve
capacity and loss energy. Fingrid will continue to
set its service pricing one year at a time, however,
striving for pricing development that is as steady
as possible in light of the prevailing uncertainties
mentioned above. Prolonged major volatility on the
market may continue to necessitate price amend-
ments even within a single year, now that the lev-

Fingrid aims to guarantee the

stable pricing development
of its services through long-

el of the company’s annual profits has reached the
regulatory maximum level.

A considerable share of the income collected by Fin-
grid will be used in domestic investments. In ad-
dition to this, other types of expenditure covered
by the company’s income include services procured
from suppliers, payroll, compensations for land
owners and financers, taxes and, finally, reasonable
dividends to the owners, i.e. the State of Finland and
domestic pension and insurance companies.

Improved finances

The consolidated profit for 2014 was EUR 106 (91)
million. The return on investments (ROI) was 7.6
(6.3) per cent and the return on equity (ROE) was
16.3 (15.0) per cent. The profit for 2014 was im-
proved primarily by a significant increase in con-
gestion income from the connection between Fin-
land and Sweden. The Group’s turnover was EUR
567 (543) million. Other operating income was EUR
5 (4) million. The consolidated operating profit for
2014 was EUR 143 (115) million. Of the changes in
the value of electricity derivatives, EUR 6 (-6) mil-
lion was recognised in the income statement.

Grid service income was EUR 326 (321) million. Grid
tariffs were raised by eight per cent at the begin-
ning of 2014 due to a rise in market-based costs
and because of the company’s substantial invest-
ment programme. In December, the tariffs were low-
ered by approximately 45 per cent due to dif-
ferences in the expected and actual market-
driven profits and costs. Electricity con-
sumption in Finland decreased by 0.8
per cent (1.5) compared with 2013.
Fingrid transmitted 67.1 (64.6)
terawatt hours of electricity
in its grid. »»

term planning of the company’s
finances, capital expenditure,
risk management and financing.
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Sales of imbalance power decreased to EUR 151
(159) million due to lower imbalance power pric-
es. Fingrid’s congestion income on the connection
between Finland and Sweden increased significant-
ly, to EUR 49 (19) million, due to large differences
in the area prices of electricity caused by the market
situation. Between Finland and Estonia, the conges-
tion income on the connection decreased. Cross-bor-
der transmission income between Finland and Rus-
sia decreased to EUR 9 (13) million due to reduced
Russian imports. ITC income increased.

The costs of imbalance power decreased from the
previous year, to EUR 107 (121) million, due to low-
ered imbalance power prices. Loss energy costs in-
creased by EUR 7 million, to EUR 66 (58) million,
as the transmission volume increased. The average
price of loss energy procurement was EUR 49.98
(51.03) per megawatt hour. Depreciation costs in-
creased by EUR 10 million, to EUR 92 (82) million,
as new capital investment projects were completed.
The total costs of reserves to safeguard the system
security of the transmission grid, EUR 62 (62) mil-
lion, remained at the level of the previous year. In
the reserve costs, the procurement costs of frequency
controlled reserves were lower than in the previous
year due to decreased market prices and favourable
market conditions. However, the cost of addition-
al reserves for improving frequency quality and the
maintenance costs of reserve power plants owned by
Fingrid increased. Personnel costs were EUR 25 (23)
million, maintenance management costs EUR 19 (20)
million and ITC costs EUR 11 (12) million. The EUR
15 million increase in other costs was mainly due to
higher countertrade costs.

In 2014 the company’s gross investments were EUR
129 (225) million, a significant amount to Fingrid.
Of this amount, a total of EUR 118 (209) million was
used for the transmission grid and EUR 1 (4) mil-
lion for reserve power. Investments in IT systems
amounted to EUR 11 (9) million. Cash flow from the
operations of the Group after capital expenditure
improved and was EUR 95 (-68) million due to bet-
ter profit but a clearly lower level of investments.

The company’s financing is based on long-term co-
operation with banks and institutional investors.
International rating agencies updated Fingrid Oyj’s
credit ratings in 2014, and they remain at a high
level. The retained high credit ratings guaranteed
access to competitive financing both in the com-
mercial paper and bond markets for the long-term
(re)financing of both investments and interest-bear-
ing liabilities. The Group’s financial position re-
mained satisfactory. Net financial costs, excluding
changes in the fair value of derivatives, were EUR
22 (19) million. Net financial costs in accordance
with IFRS were EUR 11 (29) million, including an
increase of EUR 11 (-10) million in the fair value of
derivatives. On 31 December 2014, financial assets
amounted to EUR 179 (217) million. The company
additionally has an undrawn revolving credit facility
of EUR 250 million to secure liquidity. Interest-bear-
ing net borrowings amounted to EUR 1,225 (1,294)
million. The equity ratio was 31.0 (29.5) per cent at
the end of the review period.

PROFIT BEFORE TAXES, EXCLUDING

CHANGES IN THE FAIR VALUE OF DERIVATIVES
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DIRECT ECONOMIC VALUE GENERATED AND DISTRIBUTED, EUR

2014 2013

Income from customers
Turnover 567,155,225 543,088,377
Other operating income 4,619,211 4,071,213
Contributions
received -199,534 -214,666
Dividend income 345,805 306,284
Income from investments and loans 1 035,098 1,242,645
Total 572,955,805 548,493,853
Payments to suppliers
Purchases, materials and services 264,304,258 269,526,385
Electricity tax on
auxiliary power -9,766 -19,872
Other costs 48,148,708 57,801,606
Changes in fair value 6,171,081 -6,465,471
Voluntary additional
personnel expenses
(excl. training) -1,323,771 -1,283,376
Real estate tax -427,408 -179,431
Contributions -190,656 -187,697
Total 316,672,447 319,192,144
Remuneration to
personnel
Salaries, remunerations, social
security contributions 24,992,709 22,847,248
Voluntary additional personnel
expenses (excl. training) 1,323,771 1,283,376
Total 26,316,480 24,130,624
Remuneration to financers
and shareholders
Dividends* 65,000,001 81,900,014
Finance costs 24,021,610 22,108,227
Total 89,021,611 104,008,241
Support in public interest
and taxes
Income taxes for the financial year 20,202,952 20,884,723
Real estate tax 427,408 179,431
Electricity tax on auxiliary power 9,766 19,872
Contributions and sponsoring 190,656 187,697
Total 20,830,781 21,271,724
Economic value
generated 120,114,486 79,891,120

*The dividend for 2014 is the Board of Directors’ proposal to the Annual General Meeting.
The reporting on economic impacts does not include capital expenditure by Fingrid, which has been accounted for elsewhere

in this annual report.
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FINANCIAL ASSISTANCE RECEIVED FROM GOVERNMENT, EUR

Tekes 66,181 78,139
National Emergency Supply Agency 130,000 130,000
Real-Smart (EU) 3,353 6,528
EU investment grant 19,935,005

Total 20,134,539 214,666

FINGRID'S TAX FOOTPRINT, EUR

2014 2013
Taxes payable
Income tax 20,202,952 20,884,723
Unemployment insurance 580,287 502,811
contributions
Social security contributions 436,274 395,777
Real estate tax 427,408 179,431
Electricity tax on auxiliary power 9,766 19,872
Taxes payable total
21,656,685 21,982,616
Taxes to be collected
and remitted
Value added tax, net remitted 36,847,515 27,300,851
Electricity tax (incl. emergency- 33,508,431 31,623,034
preparedness contribution)
Tax prepayments 6,525,519 6,056,580
Taxes to be remitted
total 76,881,465 64,980,465

The summary includes taxes and charges that Fingrid is under legal obligation to pay or to collect the tax or paymentin
question.

However, taxes that are included in the purchase price of a product or service and which Fingrid is not under legal obliga-
tion to declare are not included in the summary data.
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POWER SYSTEM

In 2014, electricity consumption in Finland decreased
by 0.8 per cent on the previous year and totalled 83.3
(84.0) terawatt hours. Fingrid transmitted a total of
67.1 (64.6) TWh of electricity in its grid, represent-
ing 80.5 (77.0) per cent of the transmission volume
in Finland (consumption and inter-TSO).

The electricity import and production capacity was
well sufficient to cover the peak consumption of
the winter. According to Fingrid’s operation control
measurements, the peak electricity consumption in
the winter of 2014 was approx. 14,288 (14,043) mega-
watts. Finland’s electricity generation peaked during
the early part of 2014, at approx. 12,100 megawatts,
and power plants worked without significant distur-
bances during the cold season.

Electricity transmissions between Finland and Sweden
consisted mostly of large imports to Finland. The im-
port capacity was limited from time to time by defects
in the Fenno-Skan DC connections. Technical research
carried out on the Fenno-Skan 1 cable found that the
cable cannot be used to transmit electricity at full
power. The cable’s maximum transmission power was
permanently reduced to a maximum of 400 mega-
watts starting from 1 July 2014.

The electricity transmission between Finland and Es-
tonia was dominated by exports from Finland to Es-
tonia. The new EstLink 2 connection increased the
transmission capacity available in the markets by 650

megawatts. The export capacity to Estonia was in-
creased to 1,000 megawatts in August 2014.

As in the previous year, electricity imports from Rus-
sia remained at a low level. The maximum transmis-
sion capacity was available almost throughout the
year, with the exception of the annual maintenance
work carried out at the Vyborg DC station and on the
Russian grid.

On 7 November 2014, Fingrid and the Russian grid
operator parties signed agreements on bidirectional
electricity trade between Finland and Russia begin-
ning in December 2014.

With a transmission reliability rate of 99.99974 per
cent, the reliability of the transmission grid was at
an excellent level during the year under review. The
number of disturbances in the Finnish grid remained
at the average level. The average duration of forced
interruptions in connection points due to disturbances
(SAIDI) was slightly above average as a result of a few
exceptional extended disturbances. A defect caused
by a tree that was felled and hit the power line oc-
curred on the 110 kilovolt transmission line between
Hikia and Forssa on 24 March 2014.

At the time of the incident, there was an exception-
al connection situation due to ongoing maintenance
work, which meant that both the duration and extent
of the disruption were larger than normal, »»
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COUNTERTRADE

Jan-Dec/14  Jan-Dec/13 Oct-Dec/14 Oct-Dec/13
Countertrade between Finland and Sweden, €M 7.6 0.4 1.1 0.0
Countertrade between Finland and Estonia, €M 0.8 0.1 0.2 0.0
Countertrade between Finland’s internal connections, €M 1.7 0.4 0.0 0.3
Countertrade total €M 10.1 0.9 1.3 0.3

lasting several hours and affecting 24,000 people re-
spectively. The total calculated cost of the disturbanc-
es on customers and society amounted to approxi-
mately EUR 4 million. The crucial importance of the
reliability of Fingrid’s electricity supply is illustrated
by the fact that the cost of a nationwide major distur-
bance to customers and society at large would be in
the region of EUR 100 million for each hour of out-
age. Fingrid’s system security-related objectives are
presented together with other objectives in a table in
this annual report.

The principal disturbances in grid operations consist-
ed of defects in DC connections and a single conduc-
tor defect in an AC connection between Finland and
Sweden. As a result of the disruptions, reserve power
plants were started up, special adjustments were made
to the power system and an exceptional amount of
emergency power was purchased from Russia. Addi-
tionally, regional system security was improved by

KEY EVENTS OF 2014

into Nordic electricity market

EstLink 2 DC connection brings Baltic Sea region

purchasing start-ups of local power plants for a sig-
nificant sum during the outages made necessary by
the investments in Ostrobothnia. The so-called coun-
tertrade costs due to disturbances amounted to EUR
10.1 million, setting a company record. The purpose
of the countertrade was to ensure that customers ex-
perienced no outages in electricity distribution.

As a result of numerous investment projects, demand-
ing transmission outages were carried out in the grid,
especially in Ostrobothnia. The outages required care-
ful advance planning and good cooperation with our
customers and, in the end, they were a success. System
security was safeguarded by purchasing locally pro-
duced electricity for the grid and by using the Kristii-
na reserve power plant. »»

The EstlLink 2 DC connection between Estonia and Finland was taken into commercial use in February 2014. The
new connection has boosted the transmission capacity between the countries from 350 megawatts to 1,000 mega-
watts and substantially reinforced the integration of the electricity markets in the Baltic region.

Fingrid owns the EstLink 2 connection jointly with the Estonian transmission system operator Elering. The to-
tal length of the connection is roughly 170 km, some 14 km of which is an overhead line in Finland, approximately
145 km a submarine cable on the bottom of the Gulf of Finland and some 11 km an underground cable in Estonia.
Both ends of the connection have converter substations where the DC supply is converted to AC and vice versa.
The submarine cable is connected to Finland’s national grid via the Anttila substation in Porvoo. The underground
cable in Estonia is connected to the national grid via the Pissi substation in eastern Estonia.

The total budget for the project was EUR 320 million, divided between Fingrid and Elering. The project was
granted an investment subsidy of EUR 100 million from the European Union.

During construction, the project employed dozens of companies and hundreds of people, both in its planning
and practical realisation. The main contractors on the international project were Nexans Norway AS, Siemens AG
and Siemens Osakeyhtio, Empower Oy and Bouygues Energies & Services.



