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Key Financial Indicators of the Lietuvos Energija Group

H1 2019 H1 2018 , million , %

Revenue EUR million 767.3 628.5 138.9 22.1%
Cost of goods sold EUR million 581.2 457.7 1235 27.0%
Operating expenses EUR million 70.9 61.5 9.4 15.3%
EBITDA EUR million 113.4 108.4 5.0 4.6%
EBITDA margin % 14.8% 17.2% - -
Adjusted EBITDA EUR million 135.7 123.6 12.1 9.8%
Adjusted EBITDA margin % 17.7% 19.8% - -
EBIT EUR million 56.1 71.7 -15.6 -21.8%
FFO EURmMillion 110.2 102.4 7.8 7.6%
Net profit EUR million 37.5 60.0 -22.5 -37.5%
Net profit margin % 4.9% 9.6% - -
Adjusted net profit EUR million 44.0 84.5 -40.5 -47.9%
Adjusted net profit margin % 5.7% 13.4% - -
Investments EUR million 212.5 149.5 63.0 42.1%
At 30 Jun 2019 At 31 Dec 2018 , million , %

Total assets EUR million 2,990.6 2,854.1 136.5 4.8%
Equity EUR million 1,349.0 1,321.7 27.3 2.1%
Borrowings EUR million 1,004.3 864.5 139.8 16.2%
Net debt EUR million 842.0 736.0 106.0 14.4%
Return on equity (ROE)12-months % -1.9% -0.2% - -
Adjusted return on equity (ROE) 12-months % 5.7% 8.7% - -
Return on assets (ROA)2-months % -0.9% -0.1% - -
Equity ratio % 45.1% 46.3% - -
Net debt / EBITDA 12-months times 5.19 469 - -
Net debt / Adjusted EBITDA 12-months times 3.55 3.27 - -
Net debt / Equity % 62.4% 55.7% - -
FFO / Adjusted net debt % 18.3% 19.6% - -
Assets turnover ratio times 0.468 0.442 - -
Current liquidity times 0.973 1.161 - -
Working capital EUR million -17.0 -19.0 2.0 10.5%
Working capital / Revenue 12-months % -1.2% -1.5% - -
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Revenue growth was mainly driven by increased volumes of
electricity wholesale trading in Poland

Net profit decreasedmainly due to changes in the market
value of open financial derivatives. Adjusted return on equity
amounted to 5.7%.
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B Adjusted net profit Net profit
Adjusted EBITDA increased by 9.8%. The growth was determined As construction of co-generation power plants gained
by the result of growing investments in electricity and gas network momentum as well as invesing in wind power plant projects -
development and increased portfolio of wind power plants total investment s grew by 42%. Operating expenses grew by

15.3% due to higher network maintenance expenses.
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Adjusted EBITDA and adjusted net profit for 2015 are presented before tledimination of the effect of recalculation of regulated revenue of ESO and LET because such data is collected from the begigrof 2016.
Financial data is presented in million euros.

Q 4 INTERIM REPORT HALF2019

" 38%

44.0
37.5

H1 2019

212

71

H1 2019



Foreword by the ¢ hairman of the Board

Dear Customers, Partners, Employees and Shareholders ,

We present to you the results of Lietuvos Energija Group of the first half of 2019. The report contains the key events for you reference
showing how the Group succeeds in implementing the Strategy LE 2030.

We continue expanding our capacity of electricity production from wind, also plan investments in increasing network reliability and
security, deployment of innovative solutions, we invest in start-ups that apply smart energy solutions, and not only ourselves act in
accordance with transparency standard but also encourage other companies to do so. We believe that Lietuvos Energija has alreag
become an example in the area of corruption prevention.

We are proud that after having carried out the annual review of Lietuvos Energija credit rating, the international credit rating agency S&P
Global Ratings has left BBB+ credit rating valid for the Company. This shows that Lietuvos Energija Group remains reliable ahfinancially
strong.

We have great news in the area d green energy development. Lietuvos Energija renewables has acquired Pomerania wind farm in Poland.
This is already the second wind farm project that we will construct ourselvesd in January we announced about the acquisition of wind
farm project in Mazeikiai.

-

The test of Lithuanian energy system recovery after the total accident and isolated operation of a part of the system was suaessfully completed in the power plants managed by

OLietuvos energijos gamybad. We havei genwvewethnée FTeattheteveaespondaagtdobabsure the electri
important fact is that after having assessed the results of the tests we will be able to prepare better for strategic project which lies ahead- synchronization of the Lithuanian Power

System with the Continental Europe Network System.

We are constantly striving to improve customer experience and ensure the best electricity and gas prices. In pursuitoftheseg o al s, at the end of May, OEnergi
connected to OLietuvos Energijos Gamybao. Convergence of tiogewep leetteeserwieesforthé cugiomers.e ssi on al St
We understand that sharing good practices is of particular importance for performanc e | mpr ove ment . For this reason, OEnergijos skirst

distribution system operators), one of the most numerous associations of distribution system operators in Europe. Here, the operators share and take good examplesof efficient
investment in network infrastructure, proven to be successful solutions in rearranging or introducing network innovations.

We strive to create value for Lithuania. Accordingly, we are constantly trying to perform all works as efficiently and transparently as possible. Big changes lie ahead in the second half of
the year. Through these changes, we will seek to consolidate the different brands of Lietuvos Energija and the Companies oflhe Group under one modern, international brand & Ignitis.
Wewi I I work to make Lithuanians proud of a modern, international, o0greeno energy company

Darius Mai kGt 3n
Chairman of the Board and the CEO
Lietuvos Energija, UAB

Q 5 INTERIM REPORT HALF2019



THE COMPANY

AND THE GROUP
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About the Group and the Company

The Lietuvos Energija Group is one of the largest state-owned groups of energy
companies in the Baltic countries. The main activities of the Group include the generation
and supply of electricity and heat, trading and distribution of electricity, trading and

distribution of natural gas, as well as the servicing and development of the energy sector.
The rights and obligations of the shareholder of the Lietuvos Energija Group are
implemented by the Ministry of Finance of the Republic of Lithuania.

The Lietuvos Energija Group implements energy projects of strategic importance for
Lithuania, and pursues the objectives set forth in the National Energy Strategy. The Group 0.47 TWh of electricity 4.81TWh of electricity

generated distributed

employing about 3,800 employees manages and operates the key energy generation
capacities of Lithuania that ensure the security of energy supply, a distribution network
covering the entire territory of the country. Group provides services to more than 1.6
million consumers across Lithuania, offers electricity supply services to consumers

abroad, supplies gas to 570 thousand consumers. Inl half 2019, 0.47 TWh of electricity .‘.
was generated and 4.81 TWh distributed to consumers and 3.80 TWh of natural gas was Sws
transported via gas distribution pipelines. .

The parent company of the Group & Lietuvos Energija UAB (hereinafterd Lietuvos
Energija or the Company, or LB is responsible for transparent management and 3.80TWh of natural gas
coordination of activities of the whole Group, improvement of the efficien cy in order to distriblited

ensure competitive services for consumers, and for socially responsible creation of long
term value for its shareholders. The Company analyses the activities of the Group,
represents the Group, implements rights and obligations of the shareholder, establishes
operational guidelines and rules, and coordinates activities in the areas of production,
commerce, finance, law, strategy and development, human resources, risk management,
audit, technology, communication and others.

More than 1.6 million
customers served
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Structure of the Group

At the end of the reporting period, the Lietuvos Energija Group consisted of 24 companies: the parent Company and 23 directly and indirectly controlled companies. The main business
activities of the Group are the generation of electricity and heat, electricity trading, distribution and supply, andtradein nat ur al gas and its distridned i on.
servicing these main types of business activities comprise ITT, real estate, transport, repair of energy facilities, public wcurement, accounting, administration of employment relationships,
and other services

LLietuvos energija’; UAB

AB ,Energijos skirstymo sLietuvos enech;ijos
operatorius” gamyba’; A

UAB

UAB UAB Erefaiios UAB UAB UAB : UAB UAB UAB

Lietuvos JLietuvos tieki?nJ:s Verslo Technologijy Duomeny in:sjg:;:?,s Elektroniniy Gamybos Vilniaus NT Valdos,
energija energijos UAB aptamavimo irinovacijy logistikos rangos mokeéjimy op;imizavimas“ kogeneraciné UAB

renewables tiekimas” centras centras centras organizacija agentlra jégainé

UAB
Kauno
kogeneraciné
jégainé

UAB w;, Geton Geton
+EURAKRAS” Investment” Energy SIA Energy sp.zo.o.

The Supervisory Board is formed of 5 The Supervisory Board is formed of 3
members (3 of them are independent) members (1 of them is independent)
The Board is formed of 5 members The Board is formed of 5 or 3 members
(working at the Company) (working at the Company)

CEOG® Chairman of the Board CEOd Chairman of the Board
* The structure of the Board is different across companies: tHgoard is not formed until active operations; the Board of service providers is formed ensuring the representation of all seaolders.

The Board is formed of 3 members (2

shareholder representatives and 1 CEO

independent)* The Board is not formed
CEOis not chairman of the Board
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The Strategy of the Group

In May 2018, Lietuvos Energija has presented the Strategy of the Group for 2030. Sustainable international development, quaty, effectiveness, and transparency will be in focus during
the implementation of the new strategy of Lietuvos Energija. The strategy includes the development of energy infrastructure and green energy, development of global competitiveness
of the company and the country in general, creating a commercial organisation, development of new energy service platforms and the hub of energytech competences. Sustainable
development will aim for quality and effectiveness to improve customer service, infrastructure quality, further clear the gro up activities, ensure stable return for the State, and maintain
the top transparency standards in its activities. The implementation of the new strategy must support staying in the leadership position of the best prices for energ y distribution services
in the European Union.

During the upcoming twelve years Lietuvos Energija, the state capital energycompany, is planning a material transformation: it will increase green generation capacities, expand its
operations in international markets, will create and introduce innovations in the energy sector. All this will be implemented to ensure a stable return that will reach 1.6 billion EUR in
2018-2030 and maintain the best price and quality to customers.

Lietuvos Energija group strategic directions 2018  -2030:

Sustainable development & direction to international growth through strategic power generation, gree n energy, development of commercial organisation and creating of new
energy.

Quality and efficiency & improving customer service, infrastructure quality, further clear group activities, ensure stable return for the State.

Transparency & maintain the top tr ansparency standards in Lietuvos Energija activities.

Strategy LE 2030

Value for the country Innovations and investments International expansion
Best price and quality Investments of ~ 6 billion euros Up to 50% of value in international markets
International standards of transparency 50% of value created from green energy International-level talent

Catalyst for the energy industry Wind, solar, innovations , new An international brand

technologies and business models

Stability of strategic production capacity Among the 10 most advanced new energy

osmarti fi cat companies

By 2030, half ofdividends from abroad e &_1 I ,I t, Y
the distribution network

Development of strategic power
generation and colaboration with TSO in
the synchronization project

Please find the strategy of Lietuvos Energija LE 203@ia this link.
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https://www.le.lt/files/164/8/3_0/LE-STRATEGY_2030_GRP_20180629_EN.pdf

Business environment

The changes in general domestic product have the biggest impact on increase in demand for energy and competitive environment, in which the Company is operating. The general domestic product has
been growing for several years in the European Union already.According to the forecasts, due to increasing global uncertainties, it will be more moderate. According to the forecast of the Eu ropean
Commission published in July2019', total growth of the general domestic productin 201 9 was going to reach 1.4 percent in the European Urion (EU28), and the same 22 percent in the euro zone. Meanwhile,
the economic growth should be 1.6 and 14 percent in 2020, respectively. The European Commission informed that the growth of the Lithuanian economy was going to reach 31 percent in 2019, 2.4 percent
in 2020. A slightly bigger growth was projected in the EU28, the euro zone and Lithuania previously.

The growth of the Lithuanian economy is also forecasted by the economists of the Lithuanian banks in the publications of Lithuaniads economic outlook. Accordi
of SEB bank inJune201%, the real Lithuanian general domestic product is going to increase by 3.2 percent in 2019, by 2.4 percentin 202Q The Swedbank analystsputl s hed Li t huani ads econ
the end of August 2019: it is forecasted that the growth of general domestic product will reach 3.6 percent in 2018, 2.7 percent in 2019, and 2.0 percent in 2020. According to the forecast of the Bank of

Lithuania* made in March 2019, the Lithuanian general domestic product is going to grow by 2.7 percent in 2019, and by 26 percent in 2020.

As the energy consumption is closely related to the growth of general domestic product, the changes in economic growth rates in Lithuania and neighbouring countries may also affect the performance
results of companyds of the Group. Given the macr oe c orulnofoperdtians cfES@,sve hold thervienghatithe veldme bf yanseitted n o mi st ¢
electricity will increase at a moderate pace.

Growth of the general domestic product of the European Union, euro zone and Lithuania in 2018 62020, %
35 37 35 32 35 35 31
30 2 24 2725 24 1.9 2,0
10 L s s
0.0 m 2019
Lithuanian GDP forecast,Lithuanian GDP forecast,Lithuanian GDP forecast,Lithuanian GDP forecast, Euro zone, European EU28, European m 2020
Swedbank SEB bank Bank of Lithuania European Commission Commission Commission

Situation on the electricity market

During the first half of 2019, compared to the corresponding period of 2018, electricity prices increased, but moderately. The average price on Nord Pool exchange increased by 6% (from 38.82 EUR/MWh
to 41.22 EUR/MWh). In Scandinavian countries the pricesiincreased from 1% to 12%, and throughout the Baltic region the prices increased quite similarly: in Lithuaniad 5%, in Latviad 6%, in Estoniad 8%.
The resulting price situation has also contributed to conditions which were more favourable for the opera tion of Kruonis Pumped Storage Plant- the price ratio between peak and off-peak prices increased
by 2%.

1 Source: European Commission. European Economic Forec&smmer2019
2 Source: SEB bank. Lithuanian Macroeconomic Reviedine2019, No 69.
3 Source: Swedbank Economic Outloolugust 2019.

Q 4 Source: Bank of Lithuania. Lithuanian Economy Reviewlarch 2019.
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Analysis of electricity consumption reveals no significant changes. Consumption in Scandinavian countries decreased by 3%, ahin the Baltic countries & only by 1%. Lithuania was the only country where,
during the period under consideration, electricity co nsumption increased by 1%.

There were more changes in production area. Production volumes in the Baltic countries dropped by 22%. Not all Baltic countres were affected by the decline in production & in Lithuania production
increased by 7% (increased eletricity production in wind farms significantly contributed to this). The said overall decrease in production volumes in the B altic countries was generated by Latvia and Estonia
(production in these countries decreased by 21% and 32% respectively). Generatin of hydroelectric power plants of the river Daugava, which decreased by 42%, can be identified as the main reason for the
decrease in production in Latvia. In contrast to the Baltic region, Scandinavia has not faced such drastic changes in produdbn. In this region production decreased as follows: in Sweden- by 4%, in Norway
0 by 11%, while in Finland and Denmark it has scarcely changed.

It is worth noting that the average commercial flow of electricity from Belarus to Lithuania increased by as much as 154%. The flow from Kaliningrad Region also increased by 17%. With regard to trade
relations with other neighbours, import both from Latvia and Sweden, and Poland decreased, and export to all these countries increased.

Significant events of the 1st half of 2019:

1 The Heads of State and Government of Estonia, Latvia, Lithuania and Poland, and the President of the European Commission hasigined the plan for the synchronization of Baltic energy networks
with continental Europe. The synchronization is expeced to be completed by 2025.

1  The European Commission approved a scheme of 385 million euros of the Government of Lithuania which is aimed at promoting electricity production from renewable energy sources. This is part
of the Gover nme n thétby 25 theshare of rerteveableaeneigy seurces in gross final share of energy consumption would account for 38%.

1 Danish company European Energy plans to develop a 500 MW wind power farm in Lithuania. The company has established a subsidig considering this as a low-risk investment. Construction
could be started within two years.

9  Estonian company Eesti Energia has closed the first two of four older devices in their Power Plantin Narva (600 MW). 50 yeawold shale blocks are closed due to the requirements of the EU Industrial
Emissions Directive.

Situation on the natural gas market

In the first half of 2019, price drops began following high gas prices at the end of 2018 (above 27 EUR/MWh in October): partially due to heating season, partially due to drop of short -term transaction prices
on the Asian liquefied natural gas (LNG) market, and partially due to comparatively full storage facilities and due to increasing LNG extraction in the basins of Pacific and Atlantic oceans.

Last year, namely additimal gas demand in European gas storage facilities, which were severely emptied after 20172018 winter season (the filling level was only 18%), accounted for up to 30% of Europe's
gas demand during the summer. Higher gas demand influenced the rise in prices during the summer and reduced the difference with the forecasted winter prices. The LNG prices were also high due to
unexpectedly higher demand for LNG in China and other Asian countries fuelled by hot weather and fears of gas shortages (ga<crisis) that hit China in 2017-2018 winter.

In 2019, the situation is inverse. Historically, the demand for additional gas in European storage facilities will be low. Tle demand for LNG in Asia is also likely to be lower, and in this year, the whole global
gas market s better supplied with gas than last year & from the end of 2018, new LNG liquefaction projects were launched in the USA, Australia and Russia. All these factors form aurplus European gas
market of this year with low prices and falling supplier margins.

It should be noted that a new law which obliges heat producers operating in Lithuania and meeting the established criteriato purchase a part of the consumed natural gas amount at the natural gas exchange
came into force from 1 January 2019. This resultedn a more active interest of natural gas suppliers in the natural gas exchange where in the first quarter of 2019 almost 3 times more natural gas was sold
than at the same time last year.

In the first half of 2019, due to favourable LNG prices on the market, 15 LNG gas carriers were received at Klaipeda LNG terminal, while in the same period in 20185 LNG gas carriers. The developing LNG
market in the region resulted in expansion of the list of the countries of origin of LNG imported to Lithuania. One mo re supplier started using Klaipeda LNG terminal.
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Most significant events during |  half of 2019 and after the reporting period

JAN UARY 7January. Taki ng into account a noti fi c é&atedomther7th of danuvary, @019) onchen redgnationErgn tie p¢sjtiow of the t

Chief Executive Officer of the Company, the Board and the Supervisory Board of the Company adopted a decisiontorecall Ms. &l 3 | i uHai t 3
20 19 position of Chief Executive Officer of the Company from the 21 st of January, 2019.

8 January. Lietuvos Energijos Gamyba(hereinafter 8 and LEG)announced the start of the project aimed at installing a one -megawatt energy storage system
in Kaunas A. BOpesating in sykeagy With tHhdPpant, the new storage system would become the first and the biggest innovation of this kind in
the Baltic States.
18 January. Implementing the Strategy LE 2030 and gradually uniting and merging the electricity and natural gas trading, supply, and related activities,
Lietuvos Energija announced its plans to initiate the reorganisation process of UAB Lietuvos Energijos Tiekimas and EnergijoSiekimas UAB.
18 January . ESO updated its strategy. The main goal laid down in the new documentd reliable, effective and smart grid that enables further market
development and the best customer experience.
3lJanuary. At t he solemn ceremony of The Nasdag Baltic Awards 2019, swithievesiowso
The company has received a favourable opinion after evaluating the quality of information disclosure in the annual report and other statements, transparent
governance of the company and its presentation to investors as well as other criteria.

FEBRUAR\ 1 February. The Ministry of Finance of the Republic of Lithuania (hereinafter d the Ministry of Finance), being the holder of a 100 per cent shareholding in

the Company, submitted to the Company a sharehol der 'eSugkmisory 8oaa of the Gompapyp 0
2019 She has replaced Ramgnas Dilba, a former member of the Supervisory Boa

13 February. Lietuvos Energija announced international search for a strategic partner to develop offshore wind energy projects. Lithuanian company has
initiated an Expression of Interest (EOI) process to select an experienced partner for the development of projects inthe European Economic Area. The
company expects to find an experienced partner with a proven track record who would bring best -practises and expertise in building offshore wind projects
and, later on, could develop joint offshore wind energy projects in Lithuania.
14 February . In the combined cycle unit, owned by LEGtests have been i mpl emented with an aim to test
first stage of the Baltic States energy systems isolated work regime. In January, the tests have been carried out in Kruoni®SHP.
25 February. Lietuvos energijasi gned a partnership agreement with the adult coding sch
and preparing for the global transformation of the energy sector, the company expects to attract data analysts, data engineer s, big data project managers,
and professionals with skills in artificial intelligence.

4 March. In preparation for the implementation of smart energy accounting in Lithuania, ESO launched public procurement procedures for the necessary
infrastructure.

12 March. Taking into account the opinion of the Supervisory Board, the Board of Lietuvos Energija nominated Rimgaudas Kalvaitis as theCEO of LEG.
Aleksandr Spiridonov has been appointed as the head of UAB Lietuvos energija renewables. Darius Montvila wa elected as the head of the commercial
organization, which will start its activities after the merge of UAB Lietuvos Energijos Tiekimas and Energijos Tiekimas UAB.

14 March. Geton Energy, the company of the group of energy companies of Lietuvos Energija snce 2017 operating on the wholesale electricity market of
Poland, has joined Nasdag Commaodities OMX exchange in Scandinavia.
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9 April. Members of the board of UAB Lietuvos Energijos Tiekimasiominated Tadas Adomaitis, HaroldasNa us 3da, Andri us Kaval.i
9 April. Lietuvos Energijaresumed the sale of shares of Data Logistics Centre (DLC), one of the most advanced IT and telecommunications companies in ¢
Baltic region, which provides data transmission and data centre services.

2 May. T he process of selection of the board of the commercial organization, was finished.

10 May. After initiating a search for partners in offshore wind project development in February 2019, Lietuvos Energijaannounced that it has received initial
interest from 10 potential partners, all of them o6 European offshore wind market leaders. 7 participants submitted official Expression of Interest(EOI)

15 May . Smart Energy Fund powered by Lietuvos Energija, and managed by Contrarian Ventures along with Honda, Japanese automobile marfacturer, and
other partners invested in Moixa, UK-based company developing smart energy storage devices and virtual power plants technologies. The UK smart battery
specialist has received fresh funding of around GO 10 mi | I5D0cthousan& mar t En
18 and 19 of May. The test of Lithuanian energy system recovery after the total accident and isolated operation of a part of the system was successfully
completed in the power plants mamadmaisPunped Storage Riantgksuones iP8R), iaunas Bydropkeatnig Power Pla
(Kaunas HPP), and in the combinedcycle block in Elektrenai.

On May 27, Lietuvos energija renewable, which belongs to the Group, has signed the agreement with a Spanish company IGE which is contrééd by the
Environment al Il nvest ment Fund 0S| Ca pfiPonselana Inval 8pd z cacc, the: dompard which @evelbis @ 94 nedaaat
(MW) installed power wind farm project in Poland.

31 May. After having carried out the annual review of Lietuvos Energija credit rating, the international credit rating agency S&P Global Ratings has left BBB+
credit rating valid for the Company. Historically the highest annual investment flow intended for connecting new usersof AB 0 Ener gi j os skir
operatoriusdé and for investments i n t hecenstiuatianjiné/imiussandKbunas edjte achange inicredit ratn® w e r
outlook from stable to negative.

OnlJune,0Li etuvos energijos tiekimaso6é, to which O0Energijos tiekimasod was
During LOGIN Innovation and Technology Festival that was held on 6 and 7 of June Lietuvos Energija organized the fifth hackaton on the topic of energy
innovation. The team of OEV parityo, which o fgfiddbalanang,aerescbhdsan by aspeciabdommissionmsg
the winners of the oO0Smart Energyo6 hackat hon.

On 7 June, the Smart Energy Fund powered by Lietuvos Energija, which is managed by Contrarian Ventures, invested in Estonian staxip Hepta Airborne.
The drone created by the start-up company, together with a software, allows power lines to be inspected without direct human intervention. The investments
of the Smart Energy Fund in a startup Hepta Airborne amount to EUR 300 thousand.

On10June, 0 Energkijrosst ymo operatoriuso has joined EDSO (European distributi
distribution system operators in Europe. ESO became an associate member of the organization along with the distribution operator from Northern Ireland.

J U LY On 1 July, under its Green Bond program, Lietuvos Energija issued a letter to investors. The Company has committed to submit a report toinvestors once a
year on its green bonds, which would be audited by an independent auditor.
20 19 On 11 July, the Smart Energy Fund powered by Lietuvos Energija, which is managed by Contrarian Ventures, invested in Norwegian startip Choose, which
mitigates the effects of climate change. This globally recognised and multi-award winner start-up has created a platform through which individuals and
(after thg organizations can simply compensate carbon dioxide they have created and thus contribute to reduction of air pollution. The t otal investments of all
reporting period) investing partners, including NorwegdanamWuski 6p EKRtdpwmitbdjoand| Gge ms
EUR 300 thousand.
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On 30 July, the Smart Energy Fund invested in Lithuanian startup LastMile which applies smart energy solutions. The startup has created a platform that
allows the residents and businesses to simply order goods and receive them within an hour using electric and non-polluting transport. The investments of
the Smart Energy Fund in a startup LastMile amount to EUR 50 thousand. LastMile will use this initial invesment to develop its business and platform.

On 31 July, the Supervisory Board of ESO approved the updated ESO 16/ear investment plan. It is provided that over the next 10 years (20192028) ESO
plans to invest EUR 1.83 billion in increasing network reliablity and security, deploying smart solutions, improving customer experience, and establishing the
market of services providing a level playing field for all market participants.

AUG UST On 2 August, the National Energy Regulatory Council approved the total investments of EUR 30.486 million which are planned to be implemented by ESO in
2020-2023. 13 transformer sub-stations and 27 electricity distribution points will be renewed through investments. Thi s will increase the reliability of
20 19 electricity supply for about 182 thousand users.

On 5 August, the Ministry of Finance of the Republic of Lithuania implementing the rights of the Company's shareholder approved the amendm ent of the

Articles of Association of Lietuvos Energija UAB by changing the legal name to Ignitis Group UAB. There are also plans to change at the level of th

reporting period) companies belonging to Lietuvos Energija UAB Group of CompasmamybddeAB,a
name of Lietuvos energija renewables UAB to the name o0l gmnimais® UAmBe wab Ig
changed to oO0lgnitisoé UAB.
On 9 August, the Innovation Centre of Lietuvos Energijastarted publ i shi ng open data sets. I n the first
operatoriuso, which meet the requirements of publicly aabalittheirstblled ekaricity ,
production capacity connected to the distribution network, the energy amount received from the network and given to the network by the producing users,
and the total electricity consumption.
On 14 August, the Smart Energy Fund powered by Lietuvos Energija, Wich is managed by Contrarian Ventures, invested in a startup Inion which develops
a platform for optimizing and monitoring electricity produced by solar power plants. The start -up has developed both hardware and software that allows
manufacturing users not only to use electricity more efficiently, but also combines equipment of different manufacturers and allows the owner of t he solar
power plant to monitor data on a single platform. The investments of the Smart Energy Fund in a startup Inion amount to EUR 50 thousand.

(after the
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ANALYSIS OF THE GROUP'S

FINANCIAL AND
OPERATIONAL RESULTS
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Anal ysi s of the Groupos

fi nanc

a l

and

operational

Key operating indicators H1 2019 H1 2018
Electricity
Volume of electricity distributed: TWh 4.81 4,78 0.03 0.62%
Distributed to customers of independent suppliers TWh 3.11 3.13 -0.02 -0.56%
Public and guaranteed supply TWh 1.70 1.65 0.05 2.85%
Volume of electricity generated (incl. Kruonis PSHP) TWh 0.47 0.50 -0.03 -6.50%
Generated electricity using renewable energy sources (excl. Kruonis PSHP) TWh 0.29 0.29 0.00 0.35%
Generated electricity part from renewable energy sources (excl. Kruonis PSHP) % 96.8% 97.4% - -0.58%
Volume of electricity sold: TWh 5.21 3.22 1.99 61.80%
Public and guaranteed supply TWh 1.70 1.65 0.05 2.92%
Sales in retail market TWh 1.25 1.23 0.02 1.78%
Sales in wholesale market TWh 2.26 0.34 1.92 572.02%
Number of newly connected customers units 19,025 13,803 5,222 37.83%
Duration of connection of new customers (average) calendar days 34.50 47.90 -13.40 -27.97%
Quality indicators of electricity supply
SAI DI (with aforce majeureo) min. 51.26 31.29 19.97 63.80%
SAI FI (with aforce majeureo) units 0.69 0.49 0.21 42.19%
Technological costs in the distribution network % 5.99% 6.36% - -5.86%
Gas
Volume of gas distributed TWh 3.80 4.21 -0.41 -9.84%
Volume of gas sold in retail market TWh 5.02 6.21 -1.19 -19.09%
Volume of gas purchased: TWh 5.29 5.22 0.07 1.31%
Volume of LNG purchased TWh 1.86 2.07 -0.21 -10.31%
Volume of natural gas purchased TWh 3.43 3.15 0.28 8.96%
Number of newly connected customers units 5,850 4782 1,068 22.33%
Duration of connection of new customers (average) calendar days 65.72 82.09 -16.37 -19.94%
Quality indicators of gas supply
SAI DI (with aforce majeureo) min. 0.68 0.26 0.42 159.80%
SAI FI (with aforce majeureo) units 0.005 0.003 0.00 45.66%
Technological costs in the distribution network % 1.91% 1.84% - 4.04%
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Analysis of key operating indicators

Hectricity distribution and
In the 1st half of 2019, the volume of distributed electricity slightly increased compared to the 1 st half of 2018, and . — .
totalled 4.81 TWh (+0.03 TWh). The distribution of electricity to customers of the independent suppliers slightly generation, gas distribution and
decreased and amounted to 3.11 TWh ¢0.02 TWh), while the volumes of public and guarantee supply increased by sale, TWh
+2.85% and amounted to 1.70 TWh (in the 15t half of 2018 8 1.65 TWh).

Compared to the 1st half of 2018, in the 1sthalf of 2019 the volume of electricity sold increased by +61.8% due to a 4,25
significant increase in sales volume on the wholesale market. This was due to more active wholesal activities in Poland. Volume of 4,49
Sales volume on the wholesale market increased by +572.1% and totalled 2.26 TWh, while in the 1st half of 2018 0.34 electricity 4,62
TWh. Compared to the 1st half of 2018, electricity sales on the retail market (+1.8%) and sales of public and guaantee distributed 4,78
supply (+2.9%) slightly increased. 4,81

Compared to the 1st half of 2018, during the 1st half of 2019, electricity generation volumes in Kaunas A. Brazauskas

HPP decreased by 25.7% due to the lower level of water in the river Nemunas and was 0.17 TWh. Boutput of electricity

generation volumes in Kruonis PSHPdue to the decreasing daily and night-time electricity price difference, less Volume of
frequently activated secondary active power reserve and longer repairs have also decreased-(L7.4%) and was 0.17 TWh  glectricity sold 2,74

0.010 TWh of electricity or +22.5% more than in the 1st half of 2018 (0.008 TWh) were produced in Elektenai complex _ 3,22

during the 1st half of 2019. 521

2,28
2,39

Since new wind farms were acquired and due to favourable weather conditions, the volume of electricity that was
generated in the wind farms operated in Estonia and Lithuania was 0.12 TWh, or 0.06 TWh (+104.7%) more that during
the same period last year. In the 1st half of 2019, the share of electricity generation from renewable energy sources
(excluding Kruonis PSHP) made up 96.8% of the Group's total electricity generation (in the 1st half of 2018 8 97.4%).

0,92
Volume of 0,69
electricity 0,61
generated . 0,50
During the 1st half of 2019, the technological costs in the electricity distribution network declined to 5.99% (in the 1st 0,47
half of 2018 & 6.36%). During the comparative period, SAIDI, with the impact of force majeure, increased t051.26 min
(in the 1st half of 2018 8 31.29 min). In the 1st half of 2019, SAIFI was 0®times (in the 1st half of 2018 & 0.49 times). 3,80
Such deterioration of indicators was due to faults in cables resulting from prevailing high air temperatures and frequency 303
of unscheduled long interruptions due to external effects. Volume of gas 4’00

distributed
Due to higher average air temperature during the heating season, compared to the same period last year, during the _ 4,21
1st half of 2019, 9.8% less natural gas than during the 1st half of 2018 were transported through gas distribution 3,80
pipelines. Thevolume of gas sold on the retail market during the 1st half of 2019 decreased by -19.1% or-1.19 TWh.
This was mainly influenced by changes in the legal framework. The obligation for regulated energy producers to 6,35

purchase natural gas supplied through the KIaip3da LN 599
Volume of gas 7’6
During the 1st half of 2019, technological costs in the gas distribution network have increased from 1.84% to 1.91%. sold 2

During the 1 half of 2019, SAIDI of gas distribution, with the impact of force majeure, increased and was 0.68 min (in _ 6,21
the 1st half of 2018 6 0.26 min). This deterioration of indicator was due to network violations by third parties. SAIFI was 5,02

0.005 pcs (in the 1st half of 2018 0.003 pcs).
0 2 4 6 8

During the 1st half of 2019, 19,025 new consumers were connected to the electricity distribution network. Compared to H1 2015 = H1 2016 ®H1 2017 mH1 2018 ®H1 2019

the same period last year, +37.8% more new customers were connected. During the 1st half of 2019, 5850 new
customers or +22.3% more than during the same period last year were connected to the gas distribution network.
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Key financial indicators

Financial data are presented in millions of euros,unless otherwise stated.

Revenue

During the 1st half of 2019, revenue of Lietuvos Energija Group increased by +221% (EUR
138.9 million) as compared to the 1st half of 2018 and totalled EUR 767.3 million. The main
reasons causing revenue changes were as follows:

1. Higher commercial organization segment revenue. The growth in the segment
was mainly driven by the increase in wholesale turnover of Geton Energy, the
subsidiary of Lietuvos Energijos tiekimas in Poland, on the exchange market (EUR
113.9 million). Revenue from public supply of electricity activities alo increased by
EUR 19.0 million due to the higher service tariff. These reasons offset the decreased
revenue from gas trading to business (EUR 15.2 million).

2. Higher revenue of the strategic generation segment. The segment revenue
increased due to compensation of EUR 9.3 million received from the Ministry of
Finance of the Republic of Lithuania in connection with damage possibly caused by
Alstom Power Ltd in implementing the project of Lithuania Power Plant in 2005-
2009. Revenue also increased due to salesf fuel oil which is no longer used in
production and scrap metal sales. The above mentioned reasons outweighed the
decline in revenuesdue to lower production volumes in Kruonis PSHP and Kaunas
HPP.The decreased production volumes in Kruonis PSHP were largely driven by
repair works. The production volumes in Kaunas HPP decreased due to hydrological
drought.

3. Higher revenue from the green  energy segment. Revenue in this segment grew
by EUR5.0 million. Therewere two main reasons for this: the increased portfolio of
wind farms (EUR 4.0 million) and favourable meteorological conditions for the
operation of wind farms (EURZ1.0 million).

Revenue of Lietuvos Energija Group from foreign markets compared to 1st half of 2018
increased by four times and totalled EUR 175.7 million during 1st half of 2019 (EUR 43.0
million during 1st half of 2018).
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The Group's revenue structure in H1 2019

Electricity supply and retail trade
Electricity wholesale trade
B Gas supply and retail trade
M Gas wholesale trade
W Electricity distribution
W Other electricity distribution
B PSO service
Guaranteed supply
New customer connection
Gas distribution
Other activities
B Strategic generation
Regulated activities
Commercial activities
B Green generation
[l Other

EUR767.3
million

Dynamics of the Group's revenue by operating segment

123.9 12.8 5.0 1.4 4.3 767.3
628.5
Revenue for Commercial Strategic Green  Distribution Other  Revenue for
2018 H1 organisation generation generation system 2019 H1
operator



Cost of sales

During the 1st hal purcla$ing 208td ¢ electticity egasGfuebandgrélated

services (costs of sales) amounted to EUR 5B2 million (in the 1st half of 2018 & EUR 4577

million). As compared with a respective period in 2018, these costs increased by +270%.

Higher costs of purchasing electricity or related services due to the significant increase in

wholesale turnover of Geton Energy, the subsidiary of Lietuvos Energijos tiekimas in Poland,
on the exchange (+113.9 million euros), is the main reason behind the cost increase,
respectively as the growth in revenue. Other components of cost of sales remained in the

similar level as during the respective period in 2018.

Operating costs

During the 1st half of 2019, the operating costs of the Group amounted to EUR 70.9 million.
Compared to the 1st half of 2018, the operating costs increased by +15.3% (EUR9.4 million).
The increasewas mainly driven by the growth in repair costs of EUR7.7 million (or +101%).
The main factors that causedthe increasein repair costs were:

1. Increased need of OEl ektros skirstymo
maintenance works on the power grid and transformer stations (EURS5.8 million).

2. Theprovis on that was formed by oOLietuvos
El ektr 3nai compl ex EAR1L.4 miliom)t | i ng proj ect

Compared to the 1st half of 2018, wages and other operating costs increased insignificantly
(+1-2%).
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‘ Cost of goods sold

423.9

297.2 I

T 8
146.9 145.3

- 13.0 12.0

Purchases of electricity or Purchases of gas and Purchases of gas, bio fuel
related services related services for and fuel oil for
trading production

B H1 2019

HH1 2018

Operating expenses

15.3 129 136

7.6 -

Repair and maintenance Other

@
41.0 419

Remuneration

B H12018 mHI12019



EBITDA

Duringt he 1st half of 2019, the
This is +9,8% orEUR12,1 million more than in the 1st half of 2018 when the adjusted
EBITDA was equal to EUR 123.6 million. In the 1st half of 201%he adjusted EBITDA
margin was 17.7% (in the 1st half of 2018 8 19.8%). The main reasons for the change in
the Groupbébs adjusted EBI TDA were as fol

1. Higher EBITDA result of the distribution network operator. The Group's
adjusted EBITDA growth was drivea by a positive change (EUR11.1 million) in
result of electricity and gas distribution activities. The difference was due to
higher investments in network modernization and development.

2. Higher EBITDA of green energy segment. Compared to the corresponding
period in 2018, in the 1st half of 2019, the result of green generation grew by
EUR3.7 million. This was mainly influenced by the increased portfolio of the
Groupb6s wind power plBURSSmIlot). t he en

3. Higher EBITDA of strategic generation segment.  The extremely favourable
difference between the electricity prices during the day-time peak hours and
night hours resulted in better financial production result of Kruonis PSHPPS
although production volumes of t he power plant were lower, this was offset
by increased generation margin. Good production performance of Kruonis
PSHPP EURO0.9 million) and positive result of sale of fuel oil stocks (EUR1.8
million) resulted in adjusted EBITDA of the segment that during the 1st half of
2019, compared to the same period in 2018, increased byEUR2.1 million.

4. Lower EBITDA result of commercial organisation segment.  In the 1st half
of 2019, compared to the 1st half of 2018, the adjusted EBITDA result of
commercial organisation segment decreased by EUR2.3 million. This was due
to lower gas demand in the market due to warmer weather conditions and
decreasing market prices of natural gas.

As of 1 January 2019the IFRS 16 standard defining treatment of operating lease has
changed. Expenses shifted from operating expenses to depreciation. As a result, the
Groupds consolidated EBI TDA increased
corresponding period in 2018.

*The adjusted EBITDA indicator was estimated based on the management adjustments that are not
presented in financial statements. A more detailed description of the management adjustments is presentec
inconsolidated and company OisformatomdNete 8é Opentéei ng Bk
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Gr o u p 0 gnilliand j

Dynamics of adjusted EBITDA by operating segment

111 37 ik 135.7 o opher
2o il 23 T2z
-U Commercial
organisation
Green
energy
M Strategic
generation
M Distribution
system
H1 2018 Distribution Green energy Strategic =~ Commercial Other H1 2019 operator
system generation organisation
operator
H1 2019 H1 2018 , -+
EBIT 56.1 71.7 -15.6
Depreciation and amortisation expenses 54.6 42.7 119
Impairment expenses and write-offs of PPE 24 23 0.1
Revaluation result of emission allowances 0.3 -8.3 8.6
EBITDA 113.4 108.4 5.0
Management 8s a Wijteuaffs ohiaverttosie's and receivables
Recalculation of regulated revenue of ESO (1) 191 333 -14.2
Change in market value of open financial derivative instruments 14.2 -143 28.5
Recalculation of regulated revenue of LET (2) 42 -21 6.3
Write-offs of inventories and receivables 0.3 08 0.7
Recalculation of regulated revenue of LEG(3) -3.7 -2.5 -1.2
Compensations received for past periods (4) -11.9 - -11.9
Total adjustments 22.3 15.2 7.1
Adjusted EBITDA 135.7 123.6 12.1

(1 elimination of the effect of the difference between the actual profit earned during the reporting and earlier periods and the
allowable return on investments for respective periods as established by the National energy regulatory council.

(2) elimination of deviation between actual and regulated revenue of the gas supply and electricity public supply, by which the
companyds future financial results will be adjusted.

(3) elimination of deviation between actual and regulated revenue of the secondary emergency power reserve, the tertiary active
power reserve, the system disaster recovery after the total emergency and the reactive power management servicedy which the
companyds future financial results will be adjusted.

(4) a) LEG received a remittance from the Ministry of Finance of the Republic of Lithuania as a reparation for the potential loss that
was inflicted trough the actions carried out by Alstom |
Desulphurisation (FGD) project, implemented from 2005 to 2009. b) One-off cost adjustment due to compensation received from
Litgrid AB for transmission (including systemic) services (for January and February 2016).




Net profit

Net profit and adjusted net profit
During the 1st half of 2019, the Groupd s net pr o EWUR 37.5milbon. ThisésEUR 22.! P J P

million less than during the 1st half of 2018 (EUR 60.0 million). The following effects had the 84.5
biggest impact on the net profit results of the 1st half of 2019 compared to the 1st half of 2018:

1. Change in the market valu e of open financial derivatives. The effect of change in 60.0
the market value of financi al derivati
movement of electricity prices equalled EUR 24.2 million.

2. Result of the revaluation ®f adl ioeaereswts
of the revaluation of emission allowances had a negative effect on the result of net
profit. Change between yearsd EUR 8.7 million.

3. Increased investments resulted in higher depreciation ~ expenses. The Group's net
profit was reduced by EUR 8.6 million (not including the increase in depreciation
expenses due to the effect of IFRS 16).

4. Compensations received for the past periods. B H1 2018 H1 2019

1 The Ministry of Finance of the Republic of Lithuania transferred a
compensation of EUR 9.3 million to ABOLi et uvos Energ
connection with damage possibly caused by Alstom Power Ltd in
implementing the project of the Public Limited Liability Company Lithuania  EINERI% 6 TS H1 2019 H1 2018
Power Plant in 20052009. The impact on the net profit EUR 7.9 million.

44.0
37.5

Net profit Adjusted net profit

T oLi t grconpeénsatedfor the higher price of transmission services that ggislrg:;%nﬂg :2532'{;% F::\I;I::ue of ESO 6;7653 E;%g 21223

was appl |.e d . bn ) 2016 for OEnergi] Recalculation of regulated revenue of LET 3.6 -1.7 53
compensationfs impact on the net p Recalculation of regulated revenue of LES -3.2 -21 -11

Following the assessment (elimination) of positive/negative effect of the recalculation of ~Compensations received for past periods -10.1 - -101
regulated income and one-off items (compensations received for previous periods), the _Adjusted net profit 44.0 84.5 -40.5

adjusted net profit decreased by EUR 40.5 million or 47.9%, and amounted to EUR 44.0 million.
Equity
During the 1st hakéquitgihcre2sédlby 2.1%tohEJR Zr3 anilipndand on

30 June 2019 equdled to EUR 1,3490 million. Change in equity was caused by following factors:

1. I n the 1st hal f of 2019, t he Gr obundlibns r
2. In the 1st half of 2019, the Group paid out EUR 13.3 million of dividends, including
the minority part .

The Group's equity rate decreased during the reporting period, and on 30 June 2019 it was
45.1% (on 31 December 2018: 46.1%).
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Investments

Group's investments by operating segments
During the 1st hal f of 2019, the Groupos
+42.1% more than during the same period last year. The largest part of investments was made

for development of Vilnius and Kaunas cogeneration power plant projects (36%), electricity 212.5 B Other
distribution network development (21%) and wind farm projects (12%). | 129 ]
Compared to the same period last year, during the 1st half of 2019, as per project plans, 149.5 Commercial

organisation

higher investments were made in works of construction of Vilnius and Kaunas cogeneration - )
B Strategic generation

power plants. During the first half of 2019, investments in these projects amounted to EUR

76.7 million.
Green energy

In the 15t half of 2019, investments in the development of the electricity distribution network

increased by EUR7.5 million and amounted EUR 42.6 million. During the F half of 2019, ESO
invested EUR 25.9 million in rerewal of the electricity distribution network. During the 1 st half
of 2019, ESO connected B.0 thousand new consumers to the electricity distribution network

d 37.8% more than during the 1%t half of 2018 when 13.8 thousand consumers were
connected. During the 15t half of 2019, the permissible power for use of the connected objects
of new consumers amounted to 167.7 thousand kW and was 5.3% lower than in the 15 half

of 2018 when it was 177.1 thousand kW. Dynamics of the Group's investments by
sector

Co-generation power plants 76.7 28.6 48.1 168%

B Distribution system
operator

2018 H1 2019 H1

H1 2019 H1 2018

During the 1st half of 2019, the investments of ESO in he development of the gas distribution
network reached EUR 24.5 million and were 630% higher than in the 1st half of 2018 (EUR

15.0 million). During the 1st half of 2019, ESO constructed 2418 km of distribution gas ~ D€velopment of electricity distribution network 426 35.1 75 21%
pipelines for connecting new customers to the gas network, while 222.3 km of gas pipelines  Investments in wind farms 26.5 - 26.5 100%
were constructed during the comparable period of 2018. Renewal of electricity distribution network 25.9 56.7 -30.8 -54%
I n May, oOLietuvos energija renewabl esd6 has Developmentofgas distribution network 245 15.0 95 63%
of Pomerania Invall Sp. z 0. 0dthe Company that develops a 94 MW installed capacity wind Transport 11.2 1.7 95 559%
farm project in Poland. TT 25 46 21 -46%
The strong growth in transport investments in the 1st half of 2019 was driven by almost ~ Renewal of gas distribution network 15 32 -1.7 -53%
completely renewed vehicle fleet of the Gr gpgcyicity generation capacities 03 34 -3.1 -91%
On 31 December 2018, the Gr dmiliénsDuring theelsthalft  Other investments 0.8 13 -05 -38%
of 2019, the Group's assets increased by + 4.8% (0EUR136.5 million), and on 30 June 2019 Gross investments 2125 1495 63.0 42%
totalled to EUR 2,90.6 million. The change in the Group's assets was maity influenced by —
. . . . Subsidies 25.6 9.8 15.8 161%
the increase in tangible non-current assets due to investments made by the Group
Net investments 186.9 139.6 47.3 34%

companies.
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Financing The Group's borrowings and net debt

106.0 33.8 1004.3
On 30 June 2019, the Groupds net debt amou 864.5 162.3
debt at the end of 2018, the rate increased by +14.4% or EUR106.0 million. The increase in 128.5
the net debt was driven by investments made by the Group companies.

During the 1st half of 2019, the level of borrowings of the Group increased by 16.2% (or EUR 842.0
139.8 million), and on 30 June 2019 amounted to EUR 1,008 million (at the end of 2018 & 736.0

EUR 8645 million). On 30 June 2019, amount ofborrowing s of EUR 6598 million was subject

to afixed interest rate (65.7% of the total borrowings), the remaining part of borrowings was

subject to a variable interest rate.. Borrowings at 31 Dec Net debt Cash and short-term  Borrowings at 30 Jun
2018 investments 2019
On 30 June 2019, the averagerepayment period of borrowings was 7.4 years (on31 Net debt Cash and short-term investments

December 20184 7.6 years).

The Groupds net debt to the Gr7eowaheendefgoidta y The Group's net debt ratios
624% on 30 June 2019. On B8ulrentliquitiey rafloGvasd0,97 (bniBe 19.6%

December 2018 6 1.16). The Group manages liquidity by entering into the credit line

agreements with banks. The Groupds unwith 3.27 3.55
171.0 million as at 30 June 2019. All the credit lines are committed, i.e. funds are paid by the

bank upon demand.

18.3%

In May 2019, the I nternational Credit Rating A
carried out the annual credit rating review of Lietuvos energija, extended the BBB+ credit

rating for the Company. Last year, when implementing strategic projects, the Group entered 31 Dec 2018 30 Jun 2019
the intensive investment stage when the historically highest annual investment flow for

Net debt / adjusted EBITDA FFO / Net debt (RHS
connecting new consumeyso odp eArBa tooE ni eursgoi jaonsd et debt/adjuste et debt ( )
the projects of Vilnius and Kaunascogeneration power plants under constructio n was achieved.

These circumstances led to a change in the credit rating outlook from stable to negative. Repayment schedule of the Group's borrowings
195.5
300.0 300.0

289 004 w174 171 136 121 |48 |43 350

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029+
W Loans Bonds
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Definitions

Working capital

Current assets (excluding noncurrent assets held for sale)- cash and cash equivalents- short-term investments and term deposits - current
liabilities (excluding current portion of financial liabilities)

EA Emission allowances

Current liquidity Current assets at the end of the period / current liabilities at the end of the period

EBIT Profit (loss) before tax & finance income + finance costs

EBITDA Operating profit (loss) + depreciation and amortisation expenses + expenses on revaluation and provisions for emission allowances +

impairment expenses of non-current assets + write-off expenses of non-current assets

EBITDA margin

EBITDA / Revenue

FFO

EBITDA + interestreceived - interest paid - income tax paid

Guaranteed supply

Supply of electricity in order to meet electricity demand of customers who have not selected an independent supplier under the established
procedure or an independent supplier selected by them does not fulfil its obligations, terminates activities or the agreement on the purchase
and sale of electricity

Net debt

Borrowings - cash and cash equivalents- short-term investments and term deposits - a portion of other non -current financial assets
representing investments in debt securities

Net profit margin

Net profit / Revenue

Investments

Acquisition of tangible and intangible non -current assets, acquisition of shares in companies

Adjusted net profit

Net profit + effect of the gas price discount to consumers +/ - recalculation of regulated revenue from liquefied natural gas +/ - recalculation
of regulated revenue from electricity and gas transmission/distribution

Adjusted net profit margin

Adjusted net profit / Revenue

Adjusted net debt

Net debt adjusted for the put option
cash balance not available for immediate use in the ordinary course of business

e X e UAB, pravision tobplerisigna to enaployees fand K

Adjusted EBITDA

EBI TDA + management s adj ustments

Adjusted EBITDA margin

Adjusted EBITDA / Revenue

Adjusted return on equity  (ROE)

Adjusted net profit (loss) for last 12-months / the average amount of equity during the reporting period

Customers of independent suppliers

Electricity users who have selected an independent electricity supplier as their supplier

Return on equity ( ROE)

Net profit (loss) for last 12-months / the average amount of equity during the reporting period

Equity ratio Equity at the end of the period / total assets at the end of the period

SAIDI Average duration of unplanned interruptions in electricity or gas transmission
SAIFI Average number of unplanned long interruptions per customer

LNG Liquefied natural gas

IFRS International financial reporting standards

Assets turnover ratio

Revenuefor last 12-months / total assets at the end of the period

Return on assets (ROA)

Net profit (loss) for last 12-months / the average amount of total assets during the reporting period

Operating expenses

Expenses, excluding purchase expenses of electricity and related services, gas and fuel oil for production, degciation and amortisation,
impairment expenses (non-current assets, construction in progress, amounts receivable, etc.), expenses of revaluation of property, plant and
equipment, write -offs of non-current assets, inventories and amounts receivable and EAevaluation expenses.

Public supply

Electricity supply activity performed in accordance with the procedure and terms established by legal acts by an entity holding a public supply
licence
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REVIEW OF THE COMPANY'S

AND THE GROUP'S
ACTIVITIES
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Revi ew of the CompanyOperatansd t he Gr oupo6s

The overview of Lietuvos Energija Group performance covers a period from 1 January 2019 until the report date.

Strategic generation

A battery energy storage system in the Kaunas A. Brazauskas Hydropower Plant

In January,LEGannounced on initiating a unique pilot project in the Baltics 0 a battery energy storage system in the KaunasA. Brazauskas HPP

Using a unique algorithm, the storage system would allow to provide a high -quality frequency containment reserve (FCR) service, compensating the asymmetries in hydreunit operations.
As for today, the service in the Baltics is mainly provided by the Russian power plants, operating in e post-soviet BRELL energy ring.

The energy storage system innovation will allow Lithuania to strengthen its ability to provide an autonomous FCR service, whch will be crucial for the country after the year 2025, when
it will join the continental European network and leave the BRELL ring. Moreover, successful implementation of the hydreunit and storage system synergy project could become an
important source of primary reserve, allowing LEG to provide high-quality services to the electricity transmission system operator.

Although the installation of 1 megawatt energy storage system would become a pilot project in the region, high capacity (20 m egawatts or more) lithium -ion batteries for large-scale
grid energy storage already gained popularity in the USA, Australia, and part of the Western Europe. Due to the growing demand for autonomous FCR services in the Baltics, the innovatie
energy storage system may be later adopted for the much larger hydro-units in the Kruonis PSHP

The public procurement procedure for acquiring equipment parts of the aforementioned storage system were initiated by LEG in the beginning of 2019.

The operation of the Baltic Stiastleasndodsé enhoedcet ri cal systems in the

Tests were carried out in February in the combined cycleblock of E | e k t rorEpfes that i€managed by LEG, andin Kruonis PSHPto assess thereadiness of the plant to participate in
the initial phase of the operationootl ahddBambdiec BeetaredodiinKheaas A BiazawskadsiBPy st ems i n t he
In the course of the active preparation of the three Baltic St at es 8 ener gy snyhe tismdsmoteptests o ¢he mdstemportant objects of the energy infrastructure of the
country were initiated by the transmission system operator Litgrid together with the Lithuanian Energy Institute . The testsare carried out in accordance with the requirements of ENTSQO
E, the European Network d Transmission System Operators.

Pilot project of floating  solar power plant in Kruonis PSHP receives funding

In February, experimental floating photovoltaic solar power plant project in Kruonis PSHP, developed by LEG has received funding from the Lithuanian Business Support Agency (LBSA).
The total amount of 235k EUR have been granted.

LBSA together with the Ministry of the Economy and Innovation have decided to fund the project after considerin g 139 applications, 91 of which received grants. The floating solar power
plant project has been rated among the best applications. LEGis developing the project together with the scientists from Kaunas University of Technology (KTU).

During the primary stage of the project, LEGand KTU plan to install an experimental (60 kW) solar power plant in the upper-reservoir of the Kruonis PSHP and to develop an algorithm
for managing the power plant and energy storage system. The algorithm will take into account co nstantly registered network and other physical parameters of the Kruonis PSHP. The
primary stage of the project is scheduled to be completed by the end of 2021 .
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Green generation

Lietuvos Energija Renewables started its operations

Lietuvos Energijaseeking to develop further its renewable generation portfolio as well as optimize the activities its wind energy generation ¢ ompanies, has approved the establishment
of a new company Lietuvos Energija Renewables, which will control the shares of its existig subsidiaries engaged in wind power generation and renewable power generation development.
Lietuvos Energija owns 100 % of the shares of UAB Lietuvos Energija Renewables.

Lietuvos Energija Renewablesconcluded an agreement with a Spanish company IGE, owned by the environmental impact fund S| Capitalregarding the acquisition of a 94 megawatt
(MW) wind farm project in Poland & Pomerania wind farm.

LE calls for strategic partners to develop offshore  wind energy projects

In February, Lietuvos Energija announced international search for a strategic partner to develop offshore wind energy projecs. The company has initiated an Expression of Interest (EOI)

process to select an experienced partner for the development of projects in the European Economic Area. LE is looking for an experienced partner with a proven track record who would

bring best-practices and expertise in building offshore wind projects. Later on, it is expected to develop joint offshore wind energy pr ojects in the Baltic sea as well.

LE has received initial interest from 10 potential partners, all of them & European offshore wind market leaders. 7 participants submitted official EOIs. LE plans to decide on potential

partnership by the end of 2019.

In case d a successful cooperation agreement, the potential partnership will be implemented through a two -stage process. During the first phase, LE aims to gain relevant expertise

related to the offshore wind energy projects by acquiring a minority stake in a proj ect within European Economic Area, which already is in the late stage of development. During the

second phase, Lietuvos Energija plans to take an active part in the development of offshore wind energy projects in the Baltt Sea. It can happen after the Lihuanian government conducts

the necessary preparatory works needed to launch auctions for offshore wind energy development.

Wind farmsd devel opment in the Baltic Sea wil!/| cont r i b e ofelectricgtynfrom rérewablddngrgy soarcet. i t huani ads n:

Energy distribution

ESOannounced its strategy till 2030

In January, Energijos Skirstymo Operatorius (ESO) approved its new strategylhe approved ESO strategy covers the period till 2030. Till that time, ES(plans to significantly increase
network resistance to atmospheric factors, to implement technological, intelligent solutions that include remote, automated n etwork control and maintenance, and to develop a customer
experience management model across the E® value chain. All this will ensure a stable return and maintain the optimal value-to-price ratio for customers.

The main focus in the implementation of the new ESO strategy will be placed on increasing the reliability of the network, the deployment of int elligent solutions for real -time operations,
the empowerment of the development of the electricity market through open and neutral platform solutions, and the promotion o  f the creation of a service market, which provides the
same operating conditions for all market participants. The totality of actions provided for in the ESO strategy will ensure the best value to customers both in terms of reliability and
intelligence of infrastructure as well as of variety and price of services. Accordingly, the empowerirg infrastructure will allow market participants / energy suppliers to develop and provide
services that meet individual needs of each customer.

Strategic directions of ESO 2030 c or r-yearpeesitdenttplan andlihe Nagiona Energyl Inaépehdedce &trategy.n t he ESOds 10
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Electricity communications can be introduced  more quickly

The residents and businesses can already install electricity systems in their property or to enhance electric power faster,impler and without leaving home. After having improved its
procedures and systems, from February ES@jives its customers the opportunity to receive electricity services in one sitting. After logging in to the website www.manogile.lt and selecting
the service of installation of electric systems or power enhancement,the customer must do the following: specify the type of object and select the power demand accordingly, specify in
the map the location where the system must be installed, get the contract generated by the system and the estimated price, and pay it and wait for the selected service to be provided.
The ESO systems instantly gnerate an order with the possibility to pay, not an application that had to be dealt with earlier by the ESO staff Therefore, the customer no longer has to
wait for several daysto get a response on the price and terms of the service 8 the customers instantly learns everything on his computer screen and can immediately pay.

ESO tendering procedure for the acquisition of smart metering infrastructu re

In the course of preparation for introduction of smart metering systems in Lithuania, in March ESO launched the public procurement procedures for the necessary infrastructure- suppliers
will not only have to supply m ore than 1.2 million smart electricity meters, but will also need to provide an IT solution for electricity meter data collection and management, and to ensure
the communication infrastructure.

There are several basic criteria thatmust be met by the prospective system: the system installed will have to support communication with meters and ensure the monitoring and
management of the entire smart metering infrastructure; in line with the highest cyber security requirements, the system will need to collect securely encrypted metering data needed to
manage the power grid and energy consumption metering; the system will have to process, verify and validate the data collected and to transfer data to other ESO business systems
through interlinking. After introduction of smart metering inf rastructure, and especially remote metering, with the possibility of seeing a very detailed use of electricity, electricity
consumption is expected to decrease becausethe customers will be able to better understand their energy consumption habits, make rational energy-saving decisions Network losses
will also decrease the innovations will allow for more accurate network investment planning, the system will allow for the conditions for deregulation of the electricity market to be
created for private customers.

On 6 June of this year, ESO has announced the supplier prequalification procedure of smart accounting infrastructure procurenent. The procurement volume and related qualification
requirements have been updated in the terms of procurement. Therefore, the suppliers can participate in the procurement procedure with even clearer and already ultimate terms. Under
a more consistent implementation scenario selected that is broken down by consumption, in this stage, the participants in the procurement procedure will need to meet the demand for
about 1.2 million pcs of smart meters.

Vilnius Combined Heat and Power Plant launched the first public tendering procedure for  waste acceptance

In April, Vilnius Combined Heat and Power Plant, that will startoperate in 2020, launched the public tendering procedure for waste acceptance and called all municipal waste managers
to participate in the procedure. This is the first public tendering procedure that was launched by Vilnius Combined Heat and Power Plant.Municipal, non-recyclable but energy-rich waste
will be used for energy production during the procedure. There are plansto offer the tenderers during the competition to handle up to 80 thousand tons of non -recyclable wastethat in

Vilnius Combined Heat and Power Plant will be turned into heat and electricity. A public tendering procedure was selected to accept waste for energy production because it creates a
level playing field for all market players to properly handle waste that would otherwise be disposed in a much more polluting and expensive way in landfills. The installed electricity
generation capacity of Vilnius Combined Heat and Power Plant that burns waste and biofuel will reach 92 MW (of which the capacity of a part of waste will be about 19 MW), while the

heat production capacity o about 229 MW (of which the capacity of a part of waste will be about 60 MW). The total municipal waste management capacity is about 160 thousand tonnes

per year. The total electricity produced by the Combined Heat and Power Plantwill suffice to meet the ne eds of about 230,000 households, and the total heat produced & about 50% of
the amount of heat supplied in Vilnius by district heating.
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Commercial activities

LET offered its customers a way to reduce their  electricity bills

With keen interest in its customers, the electricity and gas supply company Lietuvos Energijos Tiekimas (LET) urged its customers to check how much they could save oelectricity if they
had chosen the right tariff plan. The company's analysis has shownthat more than a tenth of electricity consumers could pay less. An analysis of energy consumption and selected tariff
plans conducted by LET has shown thatthe consumers have chosen their plans without taking into account their energy consumption habits and quantities. The 12month analysis has
shown that nearly 200,000 LET customers who have opted for the less favarable tariff plan could pay less for electricity. The customers having selectedthe most favourable plan could
save EURL50 on average per year.

Geton Energy joined Nasdag Commodities OMX in Scandinavia

Geton Energy, the company of the group of energy companies of Lietuvos Energija since 2017 operating on the wholesale electricity market of Poland, has joined Nasdag Commodities
OMX exchange in Scandinavia. This way, the Company is expanding the wholesale elegtity trading portfolio in the region. Experence of trading in electricity and derivative instruments
gained in Poland will also contribute to the enhancement of competences of the Group companies operating in Lithuania .

Transparency and innovations

Lietuvos energija won the Nasdaq award for investor relations

During the solemn ceremony of the Nasdaq Baltic Market Awards 2019, Lietuvos Energija received an award for the best bond issuer raltions with investors. The award was given to the
company after evaluating the quality of information discl osure in annual and other statements, transparent governance of the company and its presentation to investors, and other
criteria.

Lietuvos Energija transfers its experience in the fight against corruption to other companies

In May, Lietuvos Energija, seekingo ensure the highest requirements of transparency and anti-corruption, invited companies and state instituti ons to share their experiences inpreventing

possible corruption and ensuring transparent operation. The conference "Good Practices and Challenges for the Application ofthe Law on Protection of Rapporteursd, or gani zed t og
with the State Tax Inspectorate (STI), is the second such event for anttorruption specialists. The representatives of Lietuvos Energija, the Prosecutor General's Office, the State Tax
Inspectorate, the Special Investigation Service, other institutions and state owned companies take part in the conference. The representatives of more than 30 companies and institutions

participated in the discussion organised by the group about the Law on Protection of Rapporteurs that was held on Friday.

This year, the Law that enshrines the protection of rapporteurs came into force. The lawprevents the rapporteur from dismissal, humiliation or other form of prosecution. Lietuvos Energija

Group has accumulated long experience in preventing corruption and allows for anonymous reporting of violations. The Group aims to implement one of the most advanced corruption

prevention management systems and to certify itself according to the international ISO 37001 standard. This is also foreseen in the Lietuvos Energija strategy LE 2030.

Cooperation agreements with the programing school were signed

LE continues to seek to attract competencies of Big Data and Atrtificial Intelligence, which are increasingly important in the energy sector. For this reason, the Company signed a cooperation
agreement with the programing school for adults Vilnius Coding Sc hool and Academy of Programming CodeAcademy.
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Under the signed cooperation agreement, the schools will give LE the opportunity to attract its graduates, while LE, in turn, will be able to offer them work or traineeship opportunities.
Furthermore, the agreement will open up opportunities for cooperation in the development of Lietuvos Energija employees. This way, advanced analytics, robotization, artificial intelligence
and other competencies will be further developed in LE Group.

Start-ups receive investmen ts from LE

Smart Energy Fund powered by LE and managed by Contrarian Ventures along with Honda, Japanese automobile manufacturer, and bier partners invested in Moixa, UK-based company

developing smart energy storage devices and virtual power plantst ec hnol ogi es. The UK smart battery specialist has receive:l
managed by Contrarian Ventures has invested G 500 thousand. ho@e and Fortunen50®kcempany and Ukabadedi d e | T
venture capital investor First Imagine! Ventures.

Moixa has pioneered smart charging of batteries and EVs with its patented GridShare technology.

Smart Energy Fund powered by LEand managed by Contrarian Ventures invested in Hepta Airborne, Estonia based startup developing solution for automatic power line inspection.
Hepta Airborne, a company that offers utilities an i ns pbyContiaianVedtures,markigéthei €t er mbast hai ssedn

Smart Energy Fund powered by Lietuvos Energija and managed by Contrarian Ventures invests in startips that are developing new technologies in the energy technology field. The

Fund also manages AcceleratorOne AccelerationProgramme which together with Lietuvos Energija invests in start-ups and helps them grow. The programme tests pilot products and
services in the local market, providing further opportunity to grow internationally .

Purification of activities

LEresumed the sale of Data Logistics Center

LEcontinues divestment of its non -core activities and resumes the sale of shares of Data Logistics Centre (DLC), one of the most advanced IT and telecommunidans companies in the
Baltic region, which provides data transmission and data centre servicesLietuvos Energija resumes a sale of 79.64% of DLC shares it owns. Gawner of DLC- Litgrid, also offers its 20.36%
of DLC shares for sale.

The real property that is not in use is offered for sale

NT Valdos, a companybelonging to Lietuvos Energija, offered real estate objects to the market in August at already eighteenth auction. The company sells the property that is not in use

in the main activities of the energy group. So, the buyers are invited to take interest in and advantage of this opportunity. Since 2016, NT Valdoshas sold real estate for EUR 98nillion,
including VAT, in public auctions and tenders.

The Company & and the Group & social responsibility activities, risk management and other issues are detailed in annual report .
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Corporate g overnance

The aim of the Lietuvos EnergijaGroup, with the State of Lithuania as its shareholder,
is to ensure effective and transparent operations. In order to achieve this aim, the
reorganisation of governance was carried out in 2013, during which the corporate
governance of the Group was reorganised and improved.

The new governance structure and model of the Group have been developed on the
basis of the most advanced international and national practices, following the
recommendations published by the Organisation for Economic Cooperation and
Development (OECD), having regard to the Corporate Governance Code of companies
listed on the NASDAQ Vilnius exchange, Guidelines on the Goverance for State-

¢
owned Enterprises recommended by the Baltic Institute of Corporate Governance
(Bl CG) . The corporate governance model of the power generation companiesd group
was implemented in observance of the Corporate Governance Guidelines approved by ‘
the Ministry of Finance of the Republic of Lithuania on 7 June 2013 and renewed on 1
June 2017 (the Guidelines are available at www.le.lt).
The primary goal of the corporate governance is to achieve the effect of synergy
aligning different activities of the Lietuvos Energija group companies and targeting

them at the achievement of the common goals at the Group level.
The Companyds shareholder is the State which controls 100% of its shares. The rights

and obligations of the shareholder are implemented by the Ministry of Finance of the
Republic of Lithuania, which adopts the main decisions relating to the implementation
of the ownership rights and obligations.

For the fourth year in a row, Lietuvos Energija Group has been recognised as the best

managed state-owned company. The company received the highest possible 0A+6
rating. The analysis was made by the Governance Coordination Centre which assesses

state-owned companies by different criteria and establishes the good governance

index.
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Supervisory b odies

Supervisory Board

On 1 June 2017, the Minister of Financeapproved the updated Corporate Management Guidelines replacing the former procedure for the formation of the Supervisory Boar d. Under the
Corporate Management Guidelines, the Supervisory Board is a collegial supervisory body provided in the Statute of the Company. The Supervisory Board is elected by the General
Meeting of Shareholders for the period of four years. The Supervisory Board of Lietuvos Energija consists of 5 membersd 2 members representing the Ministry of Finance and 3
independent members. The Supervisory Board elects its Chairman from its members. Such a method for the formation of the Supervisory Board is in line vith the corporate management
principles. The term of office of the Supervisory Board operating at the time of report publication: f rom 30/08/2017 to 29/08/2021. No members of the Supervisory Board have any
participation in the capital of the company or group enterprises. At the date of publication of the report, the Supervisory Board of Lietuvos Energija consisted of the following

mem bers:
- 1
1
> J
Darius Daubaras Daiva LubiTnakaatdAndrius PranckeviAuGra Vi lLkalLkien3dDaiva Kamarauski e
(born 1973) (born 1970) (born 1976) (born 1974) (born 1963)
Chairman, independent member Independent member Independent member Member Member
(since 22/12/2017) (since 1/2/2019)
Education University of Cambr iISM University of Management and Kaunas University of Technology, Vilnius University, Vilnius University Faculty of Economics
International Relations; Economics, Masterds Bachel ords degree i IMast er 08 Managgmeatand fakul tetas, master 0!
University of Pennsylvania, USA, Business Public Relations Professional Studiesat Admi ni st r ati on and [Business Administration;
Admi ni strati on Mast «Vinius University; Marketing Management; Vilnius University,
of finance and businessmanagement; Vilnius University, Diploma of a Specialist Harvard Business School, Leadership Management and Business Administration
Uni versity of Denyv e iinPhilology Development
Degree in Business Administration with a
major in finance and management
Place of SAUDI ARAMCO Senior Adviser; Thermo Fisher Scientific Baltics, UAB, Linas Agro Group AB, Deputy Chief Assets Management Department of the Budget Department of the Ministry of
employment, ~Member of the Supervisory Board of Director of Personnel; Executive Officer, Member of the Board;  Ministry of Finance, Director Finance,Director
position 0Smart Ener gedbyRiatavds |Association of Personnel Management Kekava PF, Chief Executive Officer and  Turto bankas,
Energijad (QOtill 0 1/ 'Professionals (PVOA), Board Member; Chairman of the Board Bgsto paskols draudi
ISM Masters ClubMember Linas Agrag AB, (Lithuania) Member of the Member
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Board,

Lielzeltini, SIA, (Latvia) Chairman of the
Board.

Broileks, SA, (Latvia),Chairman of the
Board.

Cerova, SIA, (Latvia)Chairman of the
Board.



