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1.1 CEQO’s statement

Before the world has recovered from the effects
of the COVID-19 pandemic, Europe was rocked
by Russia’s invasion of Ukraine in 2022. Rus-
sia’s invasion has destabilised the security situ-
ation across the region and exacerbated the un-
certainty of gas and electricity supplies as en-
ergy prices reach new record highs. Operating in
a challenging environment, Ignitis has success-
fully coped with the challenges and continues to
implement its strategy of offering innovative and
environmentally friendly products and services,
maintaining its leadership in Lithuania, and
strengthening its position in neighbouring mar-
kets.

Shortly after the onset of the war in Ukraine, Ignitis suspended natural gas purchases from Gazprom
and replaced it with LNG cargoes from the USA and Scandinavia. The newly opened GIPL pipeline
linking Lithuania and Poland and the larger than usual natural gas reserves at the Inciukalns storage
facility not only helped to meet the needs of our customers, but also contributed to ensuring security
of supply in the region by expanding our trade volumes to neighbouring countries (Latvia, Estonia,
Finland and Poland). All this required increased working capital, which led to an active search for
financing options and the conclusion of several short-term loan agreements amounting to EUR 430
million.

In mid-2022, Lithuania entered the second stage of liberalisation of the electricity retail market. Pri-
vate consumers between 1,000 and 5,000 kWh/year have mostly opted for fixed-price plans, which
allowed them to avoid large and unplanned costs in the second half of the year, when electricity
prices on the power exchange reached record highs. Competitive prices and the reliability of Ignitis
in delivering on its commitments allowed the Company to maintain its market leadership in Lithuania,
with a market share of 78% at the end of the year. Such customer confidence inspires and energises
Ignitis to maintain its leadership in the third stage of liberalisation, which was postponed by the Par-
liament of the Republic of Lithuania in October 2022 for three years, until the end of 2025. Electricity
supply will remain one of our top priorities, which in the future, due to the growing energy consump-
tion, regional expansion and the rapid development of renewable energy, will not only pose new
challenges, but also create opportunities to better respond to the growing needs of customers and
to enable them to find optimal and energy-smart solutions.

Customer confidence is also evident in foreign markets. In Finland, where Ignitis has earned a rep-
utation as a trusted supplier, the market share has increased 3-fold in 2022 to around 30%. In Po-
land, the number of B2B customers increased by more than 3 times, and in Latvia by a quarter,
resulting in increased sales of both electricity and natural gas.

Despite all the challenges, 2022 also brought a lot of pride for the employees in the results of their
long and consistent work: Ignitis was the first company in the world to offer the Lithuanian residents
the possibility to lease a part of a remote wind power plant, the first company in Lithuania to start
importing biomethane as an environmentally friendly alternative to natural gas, and the development
of the Ignitis ON electric vehicle charging network gained momentum. In 2022, Ignitis will focus on
strategically important activities that create high added value for the customer and Lithuania.

UAB Ignitis General Manager, Chairman of the Management Board
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1.2 Business highlights

During the reporting period

January

An additional LNG cargo from USA was purchased in order to guarantee stability for supply
of natural gas.

February

March

April

May

June

July

Russia’s invasion of Ukraine, which started on 24 February, led to uncertainties in commodity
prices, especially natural gas, and challenges related to physically ensuring the supply of
natural gas.

Another unscheduled LNG cargo from USA was purchased.

Two overdraft agreements were concluded with Swedbank, AB for up to EUR 150 million.

In response to the Russian invasion of Ukraine, Natural gas purchases from Gazprom were
stopped and replaced with LNG cargoes.

The Baltic States stopped importing electricity from Russia after Russian electricity trading
on Europe’s Nord Pool power exchange was suspended. This led to the discontinuation of
operations of market participants with links to Russia such as AB INTER RAO Lietuva.

The gas interconnection between Poland and Lithuania (GIPL) started commercial operation,
allowing natural gas exchange between Lithuania and Poland, which strengthens the energy
independence of the region and increases trading opportunities.

NERC approved the new natural gas supply prices for B2C for H2 2022.

NERC approved the new public electricity supply prices for B2C for H2 2022.

An amendment to the Law on Natural Gas of the Republic of Lithuania was adopted, which
prohibited transmission and distribution system operators from granting the right to use their
systems to supply natural gas directly to the territory of Lithuania from countries that pose a
threat to national security, including Russia.

The Parliament of the Republic of Lithuania amended all legal acts related to providing
customers with partial compensation due to increasing prices of energy resources. During
H2 2022, increasing prices as well as regulatory differences of regulated supply customers
accumulated by the end of H1 2022 will be partially compensated directly from the State
budget through a tariff. Out of the planned EUR 570 million to be allocated from the budget,
the State will use a significant portion of the funds to compensate the regulatory differences
(EUR 365 million) accumulated by the end of H1 2022 while EUR 205 million will be allocated
to compensate H2 2022 energy prices for the customers of all independent suppliers.

Ignitis received a platinum medal (previously a silver medal) for its sustainability practices
from EcoVadis, and now falls among the top 1% of all companies assessed.
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August

— Because of skyrocketing power prices, an independent Lithuanian power supplier UAB
Perlas energija announced that it is quitting the Lithuanian power retail business. UAB Perlas
energija, founded in 2020, had approximately 180,000 customers and was the only large
power supplier in Lithuania without any production assets. UAB Ignitis made a special offer
to residents and many customers of UAB Perlas energija instead chose UAB Ignitis.

— A decision was made to replace a two-tier management model applied in Ignitis with a one-
tier management model.

September

— To meet customer needs, a spot for 6 additional LNG cargoes per year until the end of 2032
at the Lithuanian LNG terminal in Klaipéda was secured.

— As expected, the European Commission initiated an in-depth investigation regarding the
designated supplier (Ignitis) activities in terms of compensation for incurred costs in relation
to application of state aid scheme during the period 2016-2018. The Company is working
with the European Commission closely in providing all the necessary information.

October

— The 3" stage of electricity market liberalisation was postponed to the end of 2025 (from the
end of 2022).

— Ignitis offered a world’s first online service, where residents can rent a part of a wind farm. A
new green energy platform www.eparkai.lt was introduced.

November

— The Government of the Republic of Lithuania extended the partial compensation for all B2C
and B2B customers in 2023 by allocating around EUR 1.2 billion from the state budget. EUR
714 million would be allocated to amortise the increased electricity and natural gas prices to
all B2C customers in 2023, while EUR 446 million would be allocated to B2B customers.

— Poland approved the 2023 cap on the purchase price of electricity for residential customers
(785 PLN/MWh) and small businesses (693 PLN/MWh).

December

— NERC approved new prices for natural gas and public supply of electricity to B2C customers
for H1 2023.

— A decision was taken to withdraw from some of the services provided — solar power plant
installation services for B2C customers, heat pump solutions for B2C customers, lighting
retrofitting and ESCO services for B2B customers — in order to focus attention and capacities
on quality assurance, development and innovation of services of strategic importance.

— On 14 December 2022, the Government of the Republic of Lithuania passed a resolution to
continue the provision of partial compensation of electricity and natural gas prices to all B2C
customers until the end of H1 2023 as well as regulatory differences of regulated supply
customers accumulated throughout the H2 2022. These measures had a positive impact on
Ignitis working capital and net debt ratio.

— A floating LNG terminal was opened in Finland. The second terminal in the region will help
ensure energy independence in Finland and the Baltic States.
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After the reporting period

January

— With the fall in electricity prices on the wholesale market and the resulting reduction in costs,
it was decided to offer a one-off discount to the top-paying customers.

February

— New public electricity prices for March-June 2023 and the procedure for their application were
approved and will enter into force on 1 March 2023.

— Ignitis introduced a new smart hourly electricity supply plan for its customers, under which
the price of electricity will change hourly according to the Nord Pool exchange.

— Ignitis made it possible for B2C customers to change their electricity plans within Ignitis
without penalty.
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1.3 Performance highlights

Financial

EBITDA, Adjusted EBITDA APM
EURmM

98,3
29,1
14,9 15,6
B
2021 2022

Reported m Adjusted

Net profit, Adjusted net profit APM
EURmM
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19,2
7,2
m B
||
2021 2022

Reported ® Adjusted

ROE (LTM), Adjusted ROE (LTM) APM

%

48%
24%
9%
-4%
—a
2021 2022

Reported m Adjusted

EBITDA amounted to EUR 98.3 million in 2022 and was 558% or
EUR 83.4 million higher, and adjusted EBITDA amounted to EUR
15.6 million and was 46% or EUR 13.5 million lower compared to
the same period of 2021:

Adjusted EBITDA decreased due to negative result of
electricity business (EUR -38.7 million), which was driven by
underhedged volumes of fixed-price electricity product (EUR
-17.4 million), and changes in the market value of ineffective
derivatives (EUR -12.6 million). This result was offset by
improved gas activity result (EUR +26.3 million), which was
driven by the result of natural gas wholesale trading — after
the suspension of natural gas purchases from the East at the
beginning of the year, Ignitis successfully traded natural gas
on the wholesale market and in neighbouring markets, using
the available capacity at the Klaipéda LNG terminal.

The main reason for the EBITDA increase in 2022 was the
recovery of the difference between the regulated and the
actual purchase prices for the supply of natural gas to B2C
customers in the previous reporting periods (EUR +70.9
million). Accordingly, the increase in EBITDA was also due
to the improved performance of the gas business segment,
which was achieved by profitable gas sales in wholesale
markets.

In 2022, net profit amounted to EUR 64.4 million and was 794%
or EUR 57.2 million higher, and the adjusted net profit amounted
to EUR -5.9 million and was 131% or EUR 25.1 million lower
compared to the same period of 2021:

In 2022, net profit increased due to the positive change in
EBITDA (EUR +83.4 million, see the comment on EBITDA)
which was reduced by increased financing costs (EUR -16.5
million). The main reason for increased financing costs was
strong increase in working capital needs due to high
commodity prices (on average EUR +401.0 million
compared to 2021).

Adjusted net profit decreased due to a negative change in
adjusted EBITDA (EUR -13.5 million) and increased
financing costs in 2022 (EUR -16.5 million).

During the year, ROE increased by 39%, while the adjusted ROE
decreased by 29%:

ROE increased due to the positive change in net profit (EUR
+57.2 million, see the comment on net profit) and increased
average equity (EUR +53.9 million) resulting from positive
net profit for 2022 (EUR +57.2 million) and the positive result
of derivatives accounted for under derivatives hedging
reserve (EUR +56.6 million).

Adjusted ROE decreased due to the negative change in
adjusted profit (EUR -25.1 million, see the comment on the
adjusted net profit), and due to higher average equity (EUR
+53.9 million).

Alternative Performance Measure - adjusted figures used in this report refer to measures used for internal performance management.
As such, they are not defined or specified under International Financial Reporting Standards (IFRS), nor do they comply with IFRS
requirements. Definitions of alternative performance measures can be found on the Group’s website.
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ROCE (LTM), Adjusted ROCE (LTM) APM
%
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2%

2021 2022
wReported = Adjusted

Investments APM
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2,0

-

2021 2022

Net debt APM
EURmM
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-

2021 2022

FFO (LTM) / Net debt APM
%

0,27

0,03

2021 2022

During the year, ROCE increased by 14%, while the adjusted

ROCE decreased by 6%:

—  ROCE increased due to higher net debt (EUR +169.0 million
on average during the year, see the comment on net debt)
and higher EBIT (EUR +82.9 million), the main reasons for
its change are disclosed under information on EBITDA.

— Adjusted ROCE decreased due to higher net debt (EUR
+169.0 million), the main reasons for its change are
disclosed under information on net debt.

In 2022, investments were mainly related to updates and
development of information systems, robotisation of day-to-day
operations and solutions for the clients on the Company’s website
(EUR +2.7 million), and project-based investments in green
energy solutions for B2B and B2C customers (EUR +3.7 million).

At the end of 2022, net debt amounted to EUR 361.7 million and
decreased by 17% (or EUR -72.2 million). Despite the decrease
in net debt at the end of the year, the working capital and debt
ratio increased strongly during the year due to the very high prices
of natural gas and electricity (average net debt in 2022 was EUR
169.0 million higher compared to the same period in 2021). The
net debt ratio declined in the last quarter and fell below the 2021
level. This was mainly due to the fall in commodity prices towards
the end of the year, the recovery of compensation for regulatory
differences under the resolution of the Government of the
Republic of Lithuania, and the Company’s proactive actions:
renegotiation of the payment terms of some of the wholesale
contracts, shortening of the settlement periods offered to
customers, some of the larger sales were made on the basis of
advances, as well as actions in the derivatives market to reduce
the values of the securities required to trade on the market, and
the optimisation of the financing portfolio (including guarantee
limits).

Funds from operations (FFO)/net debt increased due to the
negative change in net debt (EUR -72.2 million — see the comment
on net debt) and the increase in FFO (EUR +83.4 million
compared to 2021). The main reason for the increase in FFO was
the recovery of regulatory differences related to the supply of
natural gas to B2C customers (EUR +70.9 million).

\APM Alternative Performance Measure - Adjusted figures used in this report refer to measures used for internal performance
management. As such, they are not defined or specified under International Financial Reporting Standards (IFRS), nor do they comply
with IFRS requirements. Definitions of alternative performance measures can be found on the Group’s website.
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Operating performance

Total electricity sales APM
TWh
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Total electricity sales in retail market in 2022 increased by 14%
compared to 2021, driven mainly by higher electricity sales to B2B
customers in Lithuania, Latvia and Poland (+1.3 TWh or 33%
growth). The number of B2B customers increased significantly
due to competitive spot pricing, increased activity in the market
influenced by discontinued operations of AB Inter RAO Lietuva
and more effective sales processes, which helped reaching
targeted customers and turned into supply contracts. However, in
2022, market liberalisation has reduced the number of B2C
customers by 0.13 million and their sales by 0.34 TWh.

In 2022, independent supply electricity sales to B2C customers in
Lithuania increased significantly and amounted to 1.3 TWh. The
main reason for the rapid growth was the 2™ stage of the
electricity supply market liberalisation process since 1 July.
Residents who consume at least 1,000 kWh per year chose an
independent supplier. Years of experience and customer
confidence enabled us to further strengthen our position as an
independent electricity supplier in 2022, with a year-end market
share of 78% in terms of number of sites (69% in 2021).

In 2022, natural gas sales amounted to 13.9 TWh and increased
by 20% compared to 2021. Sales increased mainly due to higher
sales to business and wholesale clients in Lithuania and in the
neighbouring countries — Finland, Latvia and Poland. Sales to
B2B customers increased by 21.4% due to the increased demand
for non-Russian gas in the region. Wholesale sales grew by
49.6% due to one-off large transactions driven by the geopolitical
situation and potential challenges related to security of supply in
the region.

In 2022, retail gas sales grew by 11.3%. The highest growth was
in Finland (46%) and Latvia (98%). From a low base, sales growth
accelerated in Poland. In Lithuania, retail gas sales in 2022
decreased by 11.6% compared to the previous year.
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2.1 Business profile

Business model

The main activity of Ignitis is supply of electricity and natural gas — we are the largest supplier of
electricity and gas in Lithuania. We provide energy services to a total of more than 1.4 million
residents in Lithuania, we are also gaining market share in other Baltic States, Finland and Poland.
Ignitis is also developing a range of smart services, proposes electric vehicle charging solutions,
electricity balancing services, solar power generation and other energy-related solutions based on
technological innovations. Other activities of Ignitis include planning and (or) balancing of electricity
consumption, trade in guarantees of origin and in derivative financial instruments.

Supply of electricity

Ignitis supplies electricity to the Lithuanian, Latvian, Estonian and Polish markets. In Lithuania,
electricity is supplied to companies of energy, industrial and small commercial sectors as well as to
B2C customers. According to the data of the

Other Distribution of B2C costumers by independent ~ National Energy Regulatory Council (hereinafter —
S%%Pg;:s: e”efgyiﬁulf’im‘f;ize'eaed NERC), at the end of 2022, Ignitis held almost
' 47% of market in the B2B segment in Lithuania
UAB and intends to maintain a similar share of the

Ignitis; market in the future. According to the data of the

76,5% Company, it supplies electricity to almost 25

thousand B2B customers.

Ignitis in Lithuania also has a national electricity
supplier’s licence issued by NERC. Before 2020,
Ignitis held almost 100% of the electricity market
share of residential households by carrying out the
public supply activities; however, under the
legislation, the public supply activity will be
stopped at the end of 2025 as a result of the
started market liberalisation.

Source: www.vert.lt, data as of 28 December 2022

On 1 July 2022, the second stage of the public supply liberalisation took place in Lithuania during
which the consumers consuming 1,000-5,000 kWh annually switched to independent supply. As at
31 December 2022, 8 independent electricity suppliers in total operated in the Lithuanian market that
were able to supply electricity to B2C customers among which Ignitis is the market leader, which, at
the end of the year, was chosen as an independent supplier by more than 78% of all Lithuanian
residents.

In 2022 in Lithuania, Ignitis sold 6.18 TWh of electricity in total, whereof 3.62 TWh — to B2B
customers and 2.56 TWh — to B2C customers. Sales to B2B customers amounted to 1.12 TWh in
Latvia and 0.41 TWh in Poland and Estonia combined.
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Gas distribution activity

Ignitis gas distribution activities are carried out in Lithuania, Latvia, Poland and Finland. Ignitis has
a 99.79% share of the B2C market in Lithuania (H1 2022 NERC data). In the Lithuanian B2B
segment, Ignitis is one of the 25 entities that supplied gas last year (H1 2022 NERC data). In H1
2022, Ignitis had a 48% share of the Lithuanian natural gas retail market in terms of volumes of
natural gas sold to B2B customers.

Since the beginning of 2020, the Company has entered the Finnish natural gas supply market.
Natural gas is supplied to Finnish customers through the gas pipeline connection Balticconnector.
The Company became one of the first players in the competitively open Finnish natural gas market.
The Company’s customers include the largest industrial companies in Finland and the largest natural
gas distribution operator. Having obtained customer confidence and seeking to continue successful
activity development in Finland, in February 2021, the Company established Ignitis Suomi Oy,
gained the trust of its largest B2B customers and successfully grew its market share to 30% in 2022.

As in the previous years, alongside the activity of gas supply, in 2022 Ignitis was trading gas on the
Get Baltic wholesale gas exchange.

Since 2019, Ignitis has ensured the designated supply function for the liquefied natural gas (LNG)
terminal. The Company took over this activity after the merger of Ignitis Group company LITGAS.
Keeping the LNG terminal infrastructure operational requires that a certain amount of natural gas —
the so-called ‘mandatory quantity’— be supplied through the LNG terminal: degassing it to fill
repositories or reloading and delivering it to the public gas grid or the international LNG market.
Lithuania’s Law on the LNG Terminal and the Description of the Natural Gas Supply Diversification
Procedure both stipulate that the designated supplier (appointed by way of tender for 10 years by
the Ministry of Energy) must procure the mandatory quantity, entering into a contract with a supplier
of LNG. The designated supplier sells the mandatory quantity of LNG on the competitive market,
being compensated only for expenses which it incurred due to the nature of its activity as the
designated supplier and which other natural gas suppliers do not incur.

In 2022, Ignitis gas supply and sale of gas on the exchange comprised 13.9 TWh in total, 11.3 TWh
are attributed to B2B and 2.6 TWh to B2C customers.

At the end of 2022, Ignitis was the first in Lithuania to import biomethane, which it will supply instead
of natural gas to B2B customers. In 2023, the Company plans to continue importing biomethane, a
more environmentally friendly alternative to natural gas.
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Energy from renewable sources

e e e Ignitis actively contributes to the development of renewable sources in

*Lignitis ‘ parkai  |jthuania. At the end of 2022, 42,438 Lithuanian consumers were

generating energy from solar power plants. The majority of them — 30,845

sz ignitis ‘ on — have installed solar power plants at home, but the number of owners of

remote solar power plants has also increased significantly, to 9,501. In

2022, 498 companies with a wide range of activities purchased remote

plants, with a total permissible capacity of 18.4 MW. Both large and small companies are investing
in remote plants to secure green energy production for their own use.

At the end of 2022, Ignitis offered a world’s first online service to Lithuanian residents allowing them
to rent a part of a wind turbine. Until then, residents could only rent or buy remote solar parks.
Together with the offer of wind park rental to B2C customers, the Company has launched a renewed
green energy platform www.eparkai.lt (“Eparkai”).

The wind park Véjo galia in Zidikai municipality, Mazeikiai district, has a total installed capacity of 63
MW, of which 4.5 MW will be leased to residents through the Eparkai platform. In total, around 1,000
B2C customers will be able to rent a portion of the wind farm with a capacity of up to 5 kW to cover
their electricity needs.

In 2022, 8,000 customers contracted/booked solar power plants on the www.eparkai.lt platform, with
a total capacity of 42 MW. This is five times more than at the same time a year ago, when 1,800
customers had booked a 9 MW plant in remote solar parks.

Ignitis also manages the platform Ignitis ON which unifies the network of electric vehicle charging
stations (currently, 131 charging stations) and has more than 13.7 thousand users.

During 2022, Ignitis provided lighting retrofitting services to municipalities, medical institutions,
municipal and commercial undertakings. 4 lighting retrofitting projects were implemented during
2022. Given that these services are not part of the strategic priorities, as well as the complexity of
providing these services (requiring subcontracting), a decision has been taken to discontinue them
as from 2023.

Ignitis also contributes to the implementation of CO2 neutrality strategy of AB Ignitis grupé by
concluding long-term electricity acquisition contracts directly with renewable energy producers and
by increasing the supply of electricity from renewable sources to the customers.
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2.2 Business environment

Electricity

In 2022, Ignitis was active in wholesale and retail electricity trading in Lithuania, Latvia and Poland,
acquiring its electricity portfolio on the Nordic power exchange Nord Pool (NP) or through bilateral
contracts. Following the exit of AB Inter RAO Lietuva and UAB Perlas energija in 2022, UAB Elektrum
Lietuva and UAB Enefit were the main competitors in the electricity supply retail market. It should be
noted that Ignitis maintains its leading position in the retail market despite the growing competition.

The last couple of years were marked with significant changes in terms of power and natural gas
flows in the region. Electricity imports from Russia and Belarus to Lithuania have been stopped since
autumn 2021 as a result of the launch of the Belarusian Astravyets Nuclear Power Plant (Belarusian
ANPP). Even though the trade of electricity across the Lithuanian-Belarusian border was not
possible, the physical power flow was still present. However, it was finally stopped completely in Q2
2022, after Europe’s Nord Pool power exchange suspended Russian electricity trading. Since then,
all Baltic countries have stopped importing electricity from Russia. It is important to note that
Lithuania is one of the most interconnected countries in Europe, which allows it to cover its electricity
demand despite the reduction in flows, and its electricity system’s resilience and reliability is
expected to increase even further after the project of synchronization with the Continental Europe is
completed in 2025.

Lithuanian power capacity
Foak demand

The electricity market experienced unusual price volatility for the second consecutive year, with the
average system price in 2022 being 118% higher compared to the same period last year. The highest
average prices in the Baltic region were recorded on the Lithuanian market, where the average 2022
price exceeded 230 EUR/MWh (a 154% increase), with an absolute hourly price record of 4,000
EUR/MWh in August. The 2022 price level was also similar in Latvia and Estonia, where prices
increased by 155% and 122%, to 226.9 EUR/MWh and 192.8 EUR/MWh, respectively. The increase
in electricity prices was driven by the high prices of oil, natural gas, coal and emission allowances.
Repair works of an interregional transmission line, reduced cross-border electricity flow and the
discontinuation of trading of Russian electricity on the Nord Pool power exchange from 2022 have
also contributed to this increase.

Electricity prices in 2022-2021

Electricity price, Eur/MWh 2022 2021

Nord Pool system price 135.9 62.3 118%
Lithuania 230.2 90.5 154%
Latvia 226.9 88.8 156%
Estonia 192.8 86.7 122%
Finland 154.0 72.3 113%
Poland 167.6 86.4 94%

In 2022, Ignitis sold green electricity and supplied a total of 2.5 TWh of green electricity, an increase
of 10% compared to the same period in 2021.The total share of green energy in electricity sales in
2022 was 32%. This represents a decrease of 2 pp compared to the previous period.
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Natural gas

Ignitis stands out in the region as it has ensured natural gas supply from three different sources.
Ignitis has long-term LNG supply contracts, it also purchases natural gas in the market of short-term
LNG transactions, acquires natural gas supplied through pipelines and actively uses the
underground natural gas storage of Inciukalns in Latvia.

In 2022, Ignitis actively operated both in the retail and wholesale supply market, it purchased and
sold natural gas on gas exchanges and traded with other participants of the wholesale market — it
also provided gas flow balancing services, made a significant contribution to security of supply
across the region in the face of supply constraint challenges across Europe.

Unpredictability of natural gas flows and discontinued imports through Nord Stream | caused a 3x
average Year-in-year natural gas price growth across home market. The suspension of natural gas
imports via Nord Stream | led to a significant increase in competition for LNG cargoes in Europe;
however, Ignitis has successfully and quickly adapted to the changed supply conditions, using the
available capacity of the Klaipéda LNG terminal to meet its commitments to its customers, and even
increased the volume of natural gas supply to neighbouring countries. The high prices have led to
increased investment in renewable energy generation, which in the long term, should contribute to
both lower natural gas prices and a reduction in demand for natural gas.

Natural gas prices 2022-2021

Natural gas price average, EUR/MWh 2022 2021 A, %
Natural gas — TTF ICE 131.9 38.6 +242

It is important to note that Lithuania was the first EU Member State to suspend its purchases from
Gazprom at the beginning of Q2 2022 by replacing it with LNG cargoes, mainly from the USA and
Scandinavia. Furthermore, on 1 July 2022, a law prohibiting natural gas imports from Russia and
other countries posing threat to the country’s national security entered into force. Finally, in autumn
2022, the Company secured a spot for 6 additional LNG cargoes (in addition to the existing 4) per
year until the end of 2032 at the Lithuanian LNG terminal in Klaipéda. Thus, even though natural gas
is not the core business, the Company actively participates in every way possible to reduce natural
gas dependency on Russia while ensuring uninterrupted supply to its customers.

Against this background, Lithuania saw a decrease in natural gas consumption in 2022, with an
annual consumption of 15.6 TWh, or 35% less than in the same period in 2021. The decrease in
consumption is mainly due to the temporary suspension of operations of the largest gas consumer
in Lithuania, the Jonava nitrogen fertiliser plant Achema, due to high gas prices, lower production in
Lithuanian power plants and the decision of Vilnius to use fuel oil for heating.

Other activities

In 2022, Ignitis traded derivative financial instruments on the NASDAQ Commodities exchange and
used over-the-counter contracts. Trade in financial instruments is used for the purpose of hedging,
and it enables to reduce the risk of electricity and natural gas price fluctuations.

Seeking to meet the requirements for the quality of services rendered, Ignitis is continuously aligning
sales and services to customer needs, improving customer service and carrying out consistent
optimisation of activity processes and development of services. In cooperation with another Group
company UAB Ignitis Renewables, the Company offered a world’'s first online service, where
residents can rent a part of a wind turbine. A new green energy platform www.eparkai.lt was
introduced.

In 2022, project-based activity of Ignitis was actively developed — solutions related to solar energy
and infrastructure for charging electric vehicles. During the year, the portfolio of solar parks in the
solar platform of Ignitis increased more than four times and exceeded 55 MW as at the end of the
year. On the basis of internal data, in Lithuania, Ignitis holds 37% of the market of remote solar plants
in the private sector.
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EU-wide regulatory environment

Date of adoption

Undergoing
(except for the new
natural gas storage
rules, adopted on
27 June 2022)

Topic
REPowerEU

Description

The European Commission continues implementing the
Green Deal agenda by proposing substantial legislative and
policy packages. On 18 May 2022, the European Commission
proposed the REPowerEU plan outlining the EU’s path to
energy independence from Russian fossil fuels by 2027 as
well as securing long-term sustainability, cost-effectiveness,
and energy supply to the EU energy system. The timeframe
and scale of ambition call for far faster and wider-ranging
action than the already ambitious proposals announced so far,
e.g., under the ‘Fit for 55 Package’ and the ‘Hydrogen and
Decarbonised Gas Market Package'.

Impact to Ignitis

Overall a positive impact as
amendments aim to
accelerate the energy
transition which is in line
with Ignitis and Ignitis
Group Strategy.

5 August 2022 European Gas
Demand

Reduction Plan

On 5 August 2022, the EU Council adopted Regulation (EU)
2022/1369 on Coordinated Demand Reduction Measures for
Gas. The purpose of the gas demand reduction is to make
savings for the winter, in order to prepare for possible
disruptions of gas supplies from Russia. Regulation provides
for both a voluntary and a mandatory reduction of gas
consumption.

As of report announcement
date, no significant financial
impact is expected.

6 October 2022 Emergency On 6 October 2022, the EU Council adopted Regulation (EU)  As of report announcement
Regulation 2022/1854 on an emergency intervention to address high date, financial impact
energy prices. The regulation introduces common measures cannot be evaluated.
to reduce electricity demand and to collect the energy sector's
surplus revenue and redistribute it to households and small
and medium-sized enterprises.
Undergoing Temporary On 19 December 2022, the EU energy ministers agreed on  Lower NWC level, as a

mechanism to
limit excessive

natural gas price

temporary mechanism to limit excessive natural gas prices.
The proposal for a Council regulation establishing a market
correction mechanism to protect citizens and the economy
against excessively high prices aims to limit episodes of
excessive natural gas prices in the EU that do not reflect world
market prices.

result of decreased prices
of natural gas.

23 January 2023
Revision of the
EU’s electricity
market design

Consultation on

On 23 January 2023, the European Commission initiated
public Consultation on Revision of the EU’s electricity market
design. During these consultations, the aim is to identify
regulatory measures aimed at eliminating the shortcomings of
the EU electricity market model that emerged during the
energy crisis. The consultation document focuses on possible
measures to create a more resilient market that would add
value to European citizens and industry as a whole, not only in
the current crisis. These measures must be implemented
quickly and be permanent, taking into account the overall
structure of the electricity market and its long-term evolution,
as well as the changing needs of the energy transition.

As of report announcement
date, financial impact
cannot be evaluated.

For more information on the changes in the regulatory environment, objectives, application measures
and potential impact described in the table, refer to the Ignitis Group’s Annual Report, section “2.5

Business environment”.

Regulatory environment in Lithuania

gjct;:)t?gn Topic Description Impact to Ignitis
11 Transposition of On 11 November 2021, the Parliament of the Republic of Lithuania  Overall a positive impact
November  Clean Energy adopted legislative amendments that transposed the EU’s Clean as amendments aim to
2021 Package into Energy Package requirements into national law, which came into  accelerate the energy
Lithuanian energy force in 1 January 2022. The main purpose of the Clean Energy transition which is in line
law Package was to establish new regulatory framework suitable to  with Ignitis and Ignitis
sustain energy transition from fossil fuels to greener energy, and, Group Strategy.
more specifically, to fulfil the Paris Agreement goals by reducing
greenhouse gas emissions.
28 June National On 28 June 2022, the Parliament of the Republic of Lithuania Overall a positive impact
2022 ‘Breakthrough adopted a package of legislative amendments called asamendments aim to
Package’ ‘Breakthrough Package’, which entered into force on 8 July 2022.  accelerate the energy

The ‘Breakthrough Package’ aims at implementing efficient and
rapid development of renewable energy projects, reducing red
tape and unnecessary restrictions for solar and wind power plants,
creating favourable conditions for the growth of prosumers,
encouraging the development of energy communities.

transition which is in line
with Ignitis and Ignitis
Group Strategy.
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Date of
adoption

5 September
2022

Topic

A tender by the
Klaipéda LNG
Terminal for
Long-term
Capacity
Allocation
Procedure

Description

On 5 September 2022, AB Klaipédos nafta announced a public invitation
to participate in the Klaipéda LNG Terminal Long-term Capacity Allocation
Procedure to ensure efficient allocation of the terminal’s capacity and to
grant market participants the right to acquire the LNG terminal’s capacity
on a long-term basis. Four LNG terminal’s customers from Lithuania,
Latvia and Poland have been granted capacity packages of 6 TWh/year
(24 TWh in total) for a period of ten years (from 1 January 2023 until 31
December 2032) out of the total LNG terminal capacity of 39 TWh. Ignitis
is one of the four companies which have secured this capacity, with a
capacity allocation limit of up to 6 TWh per year. This contract with the
terminal’s operator will contribute to ensuring reliable and uninterrupted
natural gas supply in the region, will allow us to manage our supply
contracts more easily and to procure natural gas in advance, thus,
securing the most favourable price on the market. Additionally, securing
long-term capacity does not limit the possibility of purchasing more LNG
cargoes in the future.

Impact to Ignitis

A positive impact due
to the predictable
capacity and supply
sources planning,
potential savings.

10 October The third stage As a result of the current energy crisis and considering one of the Neutral. Additional
2022 of liberalisation independent electricity suppliers to B2C customers in Lithuania — UAB  obligations and
of the electricity ~ Perlas Energija, which had a major share in the local market, has reporting, set by the
market has suspended their activities, on 10 October 2022, the Parliament of the regulation of Public
been Republic of Lithuania adopted amendments to the Law on Electricity of  supply activity,
postponed for the Republic of Lithuania. Based on those, the legal regulation of the remains in force until
three years public and independent supply of electricity to B2C customers was the end of 2025. The
changed to ensure safety measures are in place for protecting the smallest  activity is performed at
and the most vulnerable customers from the increasing electricity prices.  regulated profit
Also, a deadline of the 3rd stage of B2C electricity market liberalisation —margins.
was postponed for 3 years, until the end of 2025 (from the end of 2022).
Over the Partial Compensation in 2022 for B2C customers A positive impact on
course of 2022 compensation The Parliament of the Republic of Lithuania adopted amendments to the ~ the networking

of increased
energy prices
for B2C
customers

Law on Energy of the Republic of Lithuania, the Law on Electricity of the
Republic of Lithuania and the Law on Natural Gas of the Republic of
Lithuania related to providing all B2C customers with partial compensation
due to increasing prices of energy resources. For H2 2022, EUR 205
million was allocated from the State budget to partially compensate
increase in energy prices to all B2C customers of public, independent
supply and supply of last resort through their electricity supplier and/or
natural gas supply company, the electricity supplier of last resort and/or
the DSO conducting the natural gas supply of last resort.

Also, resolutions were adopted of the recovery of the regulatory
differences, mainly caused by lower energy prices included in regulated
customer tariffs compared to actual market prices, accumulated
throughout the 2021-2022. Pursuant to the resolutions, the regulatory
differences of public supply electricity and natural gas customers
accumulated during 2021-H1 2022 (EUR 368 million (excluding VAT))
and during H2 2022 (EUR 64 million (excluding VAT)) were recovered by
the end of 2022.

Compensation in 2023 for B2C customers

For 2023, up to EUR 714 million was allocated from the State budget to
partially compensate increase in energy prices to all B2C customers. On
14 December 2022, the Government of the Republic of Lithuania passed
a resolution determining the mechanism, whose principle is the same as
the one applied for H2 2022, establishing a partial compensation of
electricity and natural gas prices for all B2C customers in H1 2023. In
addition over H1 2023, EUR 146.4 million to be allocated to electricity and
natural gas B2C customers directly through their bills to compensate
consumers’ debt accrued by the independent suppliers (including the
Company) in H2 2022.

capital, net debt and in
turn leverage metrics.

Over the
course of 2022

Partial
compensation
of increased
energy prices
for B2B
customers

Compensation in 2022 — Q1 2023 for B2B customers

B2B customers are also provided with partial compensations for electricity
bills within the period from Q4 2022 to Q1 2023. The Government’s
procedure for a partial compensation for B2B customers has been
adopted with up to EUR 212 million allocated for compensations in Q4
2022 and up to EUR 234 million for Q1 2023. The compensation amounts
to up to 50% of the monthly electricity price, which exceeds the minimum
thresholds of 0.24 EUR/KWh within the period from Q4 2022 to Q1 2023
and 0.28 EUR/kWh within the period from Q1 2023 to Q2 2023 set by the
Government which will be provided to B2B customers of independent
supply and supply of last resort directly through their independent
electricity supplier or supplier of last resort. B2B customers acquiring
electricity from the exchange for their own consumption (not for the
purposes of sale or resale) will be also provided with partial compensation.

A positive impact on
the net working
capital, net debt and in
turn leverage metrics.
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For more information on the changes in the regulatory environment, objectives, application measures
and potential impact described in the table, refer to the Ignitis Group’s Annual Report, section “2.5
Business environment”.

The most important foreseeable events and tendencies of 2023 that may affect natural gas
and electricity markets:

The regulatory environment for energy and related policy decisions will be crucial in 2023. In
the face of energy crisis in Europe in 2022, political action has been taken across Europe to
develop a more resilient, efficient and less externally dependent market, and to contain
rapidly rising prices. Similar practices have been applied in Lithuania, with energy price
compensations for B2C and B2B customers, and a sales price “cap” for some electricity
producers. Similarly, in Poland, a sales price cap was applied to suppliers. The regulatory
environment in 2023 will remain a highly sensitive issue not only for consumers but also for
energy producers and suppliers.

In the first months of 2023, wholesale electricity and natural gas prices fell significantly.
Further price fluctuations and trends could have a significant impact on the consumption
patterns of retail customers and wholesale demand in the region.

The geopolitical situation in Ukraine is closely monitored. The outbreak of war has had a
significant impact on commodity prices in 2022, leading to unusual and extreme volatility.
Although the situation on the wholesale commodities market stabilised towards the end of
the year, uncertainty on the commodity markets remains high.

Despite the opening of a second LNG terminal in the region (in Finland) at the end of 2022,
the intensive use of Klaipéda LNG terminal is expected to continue and the terminal is
expected to remain strategically important for the Baltic region and Lithuania’s neighbouring
countries.

The gas interconnection between Poland and Lithuania (GIPL) opened in 2022 further
strengthens the region’s energy independence, enables trade and a more efficient market.
In 2022, Ignitis used the GIPL in both directions, importing biomethane and supplying natural
gas delivered from the Klaipéda LNG terminal to Poland and other European countries. In
2023, further opportunities for diversification of energy supply chains and home market
supply will be analysed.
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2.3 Strategy

Overview

Ignitis is part of the Ignitis Group and, by its activities, aims to ensure implementation of the Strategy
of Ignitis Group which is applicable to all companies of the group.

Sustainability is at the core of the Strategy. Ignitis Group is accelerating changes that will contribute
to reduction of greenhouse gas emissions worldwide, is transforming business models by developing
and scaling smart energy-related solutions, is expanding business within its region, and is exploring
new opportunities in the markets undergoing substantial energy-related changes.

In the Strategy, Ignitis Group focuses on four key strategic priorities.

First — creating sustainable future. Environmental, social, and governance (ESG) criteria are an
integral part of the strategic goals with strong commitment to a more sustainable future. Ignitis Group
aligns its business targets with the United Nations’ Sustainable Development Goals, and it is
committed to reducing net carbon dioxide (CO2) emissions to zero by 2050. Ignitis Group also thrives
to align its businesses with science-based targets to a 1.5°C-compliant business model.

Second strategic priority — ensuring resilience and flexibility of the energy system, as well as enabling
energy transition and evolution.

Third — growing renewables to meet regional energy commitments, reaching 4 GW of the installed
green generation capacity by 2030.

Fourth — capturing growth opportunities and developing innovative solutions to make life easier and
energy smart.

Ignitis Group focuses on the ‘home’ markets — the Baltic countries, Poland, and Finland. It also
explores new opportunities in countries on the substantial energy transition path.

We pursue our strategic priorities with a strong focus on financial discipline. Engaged people, agile
teams, learning culture, organisation with strong governance model and digital approach are the
integral parts of the Strategy of Ignitis Group.

On an annual basis, Ignitis Group announces a strategic activity plan with targets and KPIs set for
the next 4-year period. The Company also follows this plan in its activities.

Values
7\ o9 \ YL \Y'” |
~~
D ) ~r (O
RESPONSIBILITY PARTNERSHIPS OPENNESS GROWTH
Care. Do. For Earth. Diverse. Strong. See. Understand. Share. Curious. Bold.
Starting with myself. Together. Open to the world. Everyday.
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Strategy of Ignitis Group

In our vision, we transform for a more sustainable world

¢ GROWING
RENEWABLES

to meet regional

ENSURING e

resilience and flexibility
of the energy system

ENABLING CREATING commitments
energy transition ;nd A SUSTAINABLE
evolution FUTURE

Targeting Net Zero emissions
ESG principles driven

CAPTURING GROWTH
OPPORTUNITIES

and developing innovative
solutions to make life easier for the
energy smart

In everything we do, we are united by the mission to make
the world more Energy Smart

The activity plan of Ignitis is based on the Strategy of Ignitis Group. Ignitis has the following strategic
directions:

— Expand main energy supply activities by proposing innovative, added-value energy solutions.

— By innovating, cooperate with partners and seek to help customers to become energy smart
and to implement environmentally friendly objectives.

— Contribute to the expansion of industry energy production from renewable sources by
conclusion of long-term energy acquisition contracts with producers and by exploiting existing
competencies of balancing services provision.
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Investments

The key object of Ignitis activity infrastructure is IT systems and programs as well as expansion of
electric vehicle charging stations on the Ignitis ON network. In Lithuania alone, Ignitis has more than
1.4 million B2C customers and over 20 thousand B2B customers. By serving a large customer base
daily, the Company is continuously searching for solutions to enhance customer relationships and
to simplify daily operations both for customers and employees. Ignitis also invests in renewable
energy related solutions for customers. One of the best-known products of such investments is the
largest fast-charging network of electric vehicles in Lithuania — Ignitis ON.

Investment policy

The Group’s investment policy, which is also followed by Ignitis, stipulates that all investments
must be in line with the objectives set out in the strategic plan and with the State’s objectives, as
set out in the current shareholder’s Letter of Expectations.

Main investment directions:

— Business sector. Business sectors must be consistent with the directions of the strategy.
The majority of the Group’s investments are directed towards the Green Generation and
Networks segments, with a smaller share in Flexible Generation, Customers & Solutions
(Ignitis) and other activities (e.g. IT). The Group does not invest in coal-fired power plants
and nuclear power. Investments in new gas-fired generation capacity are limited to those
necessary to ensure system security.

— Geography. Investments are made in projects in the “home” markets — the Baltic States,
Poland, Finland.

— Partnerships. Investments in new services, technologies, new markets or other unusual
investments may consider collaboration with partners.

— Governance. The Group seeks to invest in controlling interests or interests that confer
significant management rights (i.e. must be able to influence operational decisions).

The Group’s investment actions must take into account the economic, environmental and social
aspects of its operations, the Group’s greenhouse gas emission reduction targets, and sustainable
value creation as described in the Group’s Sustainability Policy.

Ongoing and planned investments

The total investment in IT systems in 2022 was EUR 1.8 million. In 2023, the planned investment is
around EUR 9.2 million, 43% whereof will be directed towards expansion of IT systems, and the
remaining 57% — towards the ongoing project-based activities.

Projects/directions

Investments in the innovative solu- New key IT systems installed Eparkai platform development

tions segment
Strategic goal: Developing an in- Strategic goal: New key IT systems installed Strategic goal: Developing an in-
novative portfolio of products in novative portfolio of products in
line with sustainability objectives line with sustainability objectives
Investment period: 2022-2026 Investment period: 2022-2026 Investment period: 2023-2026
Progress: EUR 1.77 million in- Progress: One management system has been completed Progress: Start in 2023
vested in 2022 in 2022, with another to be completed in 2024. Around

EUR 0.5 million invested in 2022
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3. Results

3.1 Annual results

3.2  Three-year annual summary
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3.1 Annual results

Revenue

In 2022, the Company’s revenue increased by 224% compared to 2021 and amounted to EUR
3,231.4 million. The main reasons for the change in revenue are the following:

1.

Higher revenue from energy supply (EUR +877.2 million). Revenue growth from electricity
supply resulted from the increase in electricity market prices (+131.6%) and higher sales vol-
umes (+14%). Revenue from electricity supply increased both in the B2B and B2C segments.
The increase in revenue from energy supply to B2B customers (EUR +726.3 million) was
driven by the above-mentioned higher average market prices and higher sales volumes
(+33.4%) from an increased customer base. Sales of electricity to independent supply B2C
customers also increased (EUR +119.6 million) due to the 2" stage of liberalisation dated 1
July 2022, while the increase in revenue from public supply activity was driven by increased
tariff in order to reduce the difference between the tariff and the actual acquisition price (EUR
+21.9 million). The increase in revenue from public supply activity was offset by the decrease
in public supply volumes (-43%) due to the 2" stage of electricity market liberalisation.

Higher revenue from natural gas supply (EUR +1,306.4 million). Revenue growth from
supply of natural gas and trade activities resulted mainly from the increase in wholesales (EUR
+521.6 million) and higher sales to B2B customers (EUR +506.2 million) due to a higher aver-
age price of natural gas (in 2022, the average price of TTF gas index increased approximately
by +242% compared to the same period in 2021) and increased sales quantities.

Higher revenue from project-based activities and other revenue (EUR +50.5 million). The
growth resulted mainly from realised derivative financial instruments which were ineffective for
the purpose of financial reporting (EUR +26.6 million) and increased revenue from the change
of the market value of derivative financial instruments (EUR +13.4 million). Other revenue also
grew, driven by an increase in revenue from project-based activities (EUR +10.8 million) due
to increased market demand for solar power plants.

Revenue by nature of activity, EUR million

2022 2021 A A%
Supply of electricity 1,472.0 594.7 877.2 147.5%
Supply of natural gas 1,680.2 373.8 1,306.4 349.5%
Revenue from project-based activities 19.7 8.9 10.8 121.6%
Other revenue 59.6 20.0 39.8 200.8%
Revenue 3,231.4 997.2 2,234.2 224.0%

Main sources of revenue at Ignitis are the supply of natural gas and electricity:

— 52% of total revenue of Ignitis comprises revenue from natural gas supply. Ignitis sells natural
gas in Lithuania and other Baltic States, as well as in Finland and Poland. Natural gas is sold
to clients of both B2B and B2C segments. In 2022, 2.5 TWh of natural gas was sold to B2C
customers, 7.4 TWh to B2B customers in the region, and 3.9 TWh to GET Baltic exchange
and direct wholesale customers.

— 46% of total revenue of Ignitis comprises revenue from electricity supply. Ignitis sells
electricity in Lithuania, Latvia and Poland. Electricity is sold to clients of both B2B and B2C
segments. In 2022, 2.6 TWh of electricity was sold to B2C customers, and 5.1 TWh to B2B
customers.
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Revenue by country, EUR million

2022 2021 A A%
Lithuania 2,174.8 731.2 1,443.5 197.4%
Other* 1,056.6 266.0 790.7 297.3%
Revenue 3,231.4 997.2 2234.2 224.0%

1 Other — Latvia, Finland, Estonia, Poland and Germany

Other revenue of Ignitis in 2022 comprised sales of natural gas and electricity abroad.

Revenue by type, EUR million

2022 2021 A A%
B2B sales revenue 2,481.5 683.1 1,798.4 263.3%
B2C sales revenue 749.9 314.1 435.8 138.8%
Revenue 3,231.4 997.2 2,234.2 224.0%

B2B sales revenue comprises 77% of total revenue of the Company. Most of B2C revenue (approx.
78%) comes from regulated activity.

Expenses

Purchases of electricity, gas and other services

In 2022, the purchases of electricity and gas of Ignitis amounted to EUR 3,095.5 million and
increased by 224.1% compared to 2021. The growth resulted from the increase in purchases of
natural gas (EUR +1,113.2 million) and electricity (EUR +1,078.2 million). The increase in costs was
driven by a sharp increase in wholesale commodity prices.

Operating expenses

In 2022, operating expenses (OPEX) of Ignitis amounted to EUR 35.8 million, an increase of 36.6%
compared to 2021.The main reasons for the increase in OPEX were an increase in customer service
costs (EUR +4.5 million) related to the increase in customer service costs in the context of the second
stage of the market liberalisation, and to a temporary increase in the customer flow in the third quarter
of the year, when an independent supplier Perlas energija, UAB withdrew from the market. There
was also an increase in wage costs (EUR +2.3 million), as the number of employees grew due to
the expansion of activities and services, and annual review of employee remuneration.

Other expenses

Expenses, EUR million

2022 2021 A A%
Purchases of electricity, gas and other services 3,095.5 955.1 2,140.4 224.1%
Purchases of electricity and related services 1,763.1 684.9 1,078.2 157.4%
Purchases of gas and related services 1,423.4 310.2 1,113.2 358.9%
Other (91.0) (39.9) (51.1) 127.9%
OPEX APM 35.8 26.2 9.6 36.6%
Wages and salaries and related expenses 13.0 10.7 2.3 21.9%
Other 22.8 15.6 7.3 46.7%
Other expenses 5.2 3.9 13 34.3%
Depreciation and amortisation 3.4 2.9 0.5 15.5%
Write-offs and impairments of short-term and long-term re-
ceivables, inventories and other 1.8 0.9 0.9 94.9%
Total 3,136.5 985.2 2,151.3 218.4%

Adjusted EBITDA

In 2022, the Company’s adjusted EBITDA amounted to EUR 15.6 million and was lower by 46.2%
or EUR 13.5 million than in the same period of 2021. In 2022, adjusted EBITDA margin was 0.5%
(2.9% in the same period of 2021).
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The change in adjusted EBITDA resulted mainly from:

1.

Positive change in results from activity of supply and trade of natural gas (EUR +26.3 million).
The main reason for the positive change of EBITDA was the supply of natural gas to other Baltic
and European Union States. At the beginning of the year, Ignitis stopped the acquisition of Rus-
sian origin gas and secured its supply portfolio by entering into LNG purchase transactions for
delivery to the Klaipéda LNG terminal. Despite the supply challenges in the first quarter of the
year, Ignitis managed to optimise its supply portfolio and exploit its strategic market advantage
by profitable sales of natural gas on foreign markets.

Negative result from activity of supply and trade of electricity (EUR -38.7 million) was mainly
driven by underhedged volumes of fixed-price electricity product (EUR -17.4 million), changes in
the market value of ineffective derivatives (EUR -12.6 million) and ineffective realised derivatives
(EUR -5.3 million). 2022 was a highly volatile year in the wholesale electricity market, with many
market participants facing liquidity challenges. In response to market developments, market par-
ticipants reduced trading in the Baltic and Finnish price zones product to the maximum extent
possible during the year, while the difference between the Finnish and Lithuanian price zones
remained high for most of the year. The supply of efficient hedge products remained very limited
throughout 2022, which created additional challenges for Ignitis and other market participants.

Adjusted EBITDA by nature of activity, EUR million

2022 2021 A A%
Gas distribution and trading activity 81.1 54.8 20.8 48.0%
Electricity supply and trading activity (62.7) (23.8) (40.5) 163.3%
Other activities (2.8) (1.9) (1.0) 47.9%
Adjusted EBITDA APV 15.6 29.1 (20.7) (46.3%)

EBITDA adjustments

1. 2022 elimination of the difference (EUR -79.6 million) accumulated by 2022 between higher
actual acquisition prices of natural gas as compared to product prices set by the regulator.
In 2022, under the price compensation mechanism implemented by the Resolution of the
Government of the Republic of Lithuania, Ignitis recovered all the regulatory differences
accumulated until 2022.

2. 2022 elimination of the disparities (EUR -5.5 million) between the actual and projected LNG
acquisition and realisation prices and volumes related to the activity of designated supply
of Ignitis.

3. 2022 differences arising from recalculation of revenue from electricity supply activities com-
prise elimination of differences between income and expense due to evaluation of over-
declaration effects (Note 5.4).

EBITDA adjustments, EUR million

2022 2021 A A%
EBITDA APM 98.3 14.9 83.4 557.8%
Adjustments:
Temporary regulatory differences arising from the ac- 0
fivity of B2C gas supply (1) (79.6) 75.5 (155.1) (205.5)%
Tgmporary .regulatory differences arising from the ac- (5.5) (57.9) 524 (90.6)%
tivity of designated supply (2)
Becalculatlon of revenue from electricity supply activ- 24 (3.4) 58 (169.7)%
ities (3)
Total EBITDA adjustments (82.7) 14.2 (96.8) (683.9)%
Adjusted EBITDA APM 15.6 29.1 (13.5) (46.2)%
Adjusted EBITDA margin APM 0.50% 2.90% n/a (2.4 pp)
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Net profit

Adjusted net profit amounted to EUR -5.9 million in 2022 (EUR -25.1 million compared to the same
period in 2021). Adjusted net profit decreased due to a negative change in adjusted EBITDA (EUR
-13.5 million, the reasons for the decrease are described in the section “Adjusted EBITDA”) and an
increase in financing costs due to higher working capital (EUR -16.5 million).

Reported net profit increased to EUR 64.4 million in 2022 (EUR +57.2 million compared to the same
period in 2021). The increase resulted mainly from recovered regulatory differences of natural gas
(EUR +70.9 million), which had been accumulated until 2022; however, in accordance with Interna-
tional Accounting Standards, they were recorded in the financial accounts and affected the reported
net profit in 2022. Net profit was negatively affected by an increase in financing costs (EUR -16.5
million).

Investments

In 2022, investments amounted to EUR 6.4 million (EUR +4.4 million compared to the same period
in 2021). EUR 2.7 million of investments were made in modernisation and installation of IT systems
(customer self-service, contact centre request management systems, data reporting and other
systems focused on customer service and employee well-being). EUR 3.7 million was invested in
the Company’s project-based activities, investing in the development of renewable energy for B2C
and B2B segments (solar power plants), upgrading the www.eparkai.lt platform and promoting smart
energy solutions.

Investments by nature of activity in 2022, %

IT system

Project-bas
other activi
58%

Statement of financial position
Assets

As at 31 December 2022, total assets reached EUR 1,441.6 million (EUR +616.2 million compared
to 31 December 2021). The growth was mainly influenced by the increase in value of trade receiva-
bles (EUR +295.9 million) and inventories (EUR +228.4 million) as at the year end. The common
reason for the growth of the mentioned asset groups is the significant increase in market prices of
commodities. Despite the significant increase in trade receivables, Ignitis did not observe any nega-
tive trends in their recovery in 2022, with the share of overdue debts remaining at normal levels.

Equity

As at 31 December 2022, equity amounted to EUR 189.4 million (EUR +111.8 million compared to
31 December 2021). The change in equity was mainly influenced by net profit (EUR +64.4 million)
and change in the revaluation reserve of derivative financial instruments (EUR +47.5 million).
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Liabilities

As at 31 December 2022, liabilities amounted to EUR 1,252.2 million (EUR +504.4 million compared
to 31 December 2021). The increase was driven by the increase in Ignitis borrowings (EUR +152.9
million), which are meant to finance the increase in working capital needs resulting from the unusual
situation in the commodities market. The increase in commodity prices also led to a significant in-
crease in other current payables and liabilities (EUR +133.1 million) and trade payables (EUR +93.9

million).

Statement of financial position, EUR million

31/12/2021 A A%

Non-current assets 118.8 (52.2) (43.9)%
Current assets 706.7 668.4 94.6%
TOTAL ASSETS 825.4 616.2 74.7%
Equity 77.6 111.8 144.1%
Total liabilities 747.8 504.4 67.4%
Non-current liabilities 289.4 102.7 35.5%
Current liabilities 458.5 401.7 87.6%
TOTAL EQUITY AND LIABILITIES 825.4 616.2 74.7%
Asset turnover APM 0.954 50.3%
ROA APM 1.4% n/a (4.31 pp)
Common liquidity ratio APV 1.54 0.06 3.7%
Working capital/Revenue (LTM) APM 43.3% n/a (29.5 pp)

Financing

Net debt

As at 31 December 2022, net debt amounted to EUR 361.7 million, a decrease of 16.6% or EUR
72.2 million compared to 31 December 2021. The main reason for the decrease in net debt is the
recovery of regulatory differences arising from the Company’s regulated activities.

FFO (LTM) / Net Debt ratio increased from 3.4% to 27.2%, due to the increase in FFO (LTM). The
increase in FFO (LTM) is due to an increase in EBITDA (for more information see “EBITDA” section).

Net debt, EUR million

31/12/2022 31/12/2021 A A%

Total non-current financial liabilities 371.0 289.2 81.8 28.3%
Non-current loans 370.8 288.8 82.0 28.4%
Lease liabilities (IFRS 16) 0.2 0.4 0.2) (42.8)%
Total current financial liabilities 297.3 226.4 70.9 31.3%
Current loans 297.1 226.2 70.9 31.4%
Lease liabilities (IFRS 16) 0.3 0.3 0.0 1.8%
Financial debt APM 668.3 515.6 152.8 29.6%
Cash, cash equivalents and cash in escrow account 306.6 81.7 224.9 275.2%
Cash and cash equivalents 306.6 81.7 224.9 275.2%
Cash in escrow account 0.0 0.0 0.0 n/a
Net debt APM 361.7 433.9 (72.2) (16.6)%
Net debt / adjusted EBITDA (12-month) AP M 23.1 14.9 8.2 55.1%
Net debt / EBITDA (12-month) APM 3.7 29.0 (25.3) (87.3)%
FFO (LTM) / Net debt APM 27.2% 3.4% n/a 23.8 pp
Financial debt / Equity APV 352.8% 664.3% (3.1) (46.9)%
Equity level AP 13.1% 11.4% 0.0 15.4%
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Dividends

Dividend policy (link) of the companies controlled by Ignitis Group was approved in 2020. According
to the policy:

1. governance bodies of the companies are proposing appropriation of profit for the payment of
dividends for the financial year or a period shorter than the financial year to be at least 80%
of the net profit for the financial period for which the dividends are proposed;

2. governance bodies of the companies may propose to distribute profit for the payment of
dividends for the financial year or a period shorter than the financial year if a company
incurred loss during the reporting period but has retained earnings accrued from the previous
reporting periods. This provision is applicable only if there is an imperative need of the parent
company to receive dividends in implementing the dividend policy of the parent company;

3. governance bodies of the companies may propose to set a lower share of profits than it is
set out in sub-paragraph 1 for the payment of dividends for companies or they may propose
not to pay dividends for the reporting period if at least one of the following conditions is met:

3.1. a company implements green generation investment projects in accordance with the
strategy of Ignitis Group;

3.2. a company’s ability to allocate dividends is limited by the covenants set out in the
financing agreements;

3.3. a company implements or participates in the implementation of an economic project
of state importance recognised by the decision of the Government of the Republic of
Lithuania;

3.4. a company’s equity, after payment of dividends, would become less than the amount
of the Company's authorised capital, mandatory reserve, revaluation reserve and reserve
for acquisition of own shares;

3.5. a company is insolvent, or would become insolvent upon payment of dividends;

3.6. a company’s net financial debt at the end of the reporting period is equal to or greater
than the Company's EBITDA for the last twelve months (from the end of the reporting
period) multiplied by six (i.e. Net financial debt = 6 EBITDA for the last twelve months);

3.7. a company has received a written consent passed by the Head of Treasury service
and the Head of Finance and Treasury Service of the parent company to apply sub-
paragraph 3 in cases which are not anticipated in sub-paragraphs 3.1 - 3.6.

In 2022, Ignitis did not pay dividends due to the unusual market situation, high debt level and working
capital needs. In 2021, Ignitis distributed and paid out EUR 39.715 million of dividends.

Dividends distributed for the specified years, EUR million

2022 2021 A A%
The amount of dividends paid out in the specified period 0 39.715 (39.715) (100%)
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Key performance indicators

2022 2021 A A%
Sales of electricity
Lithuania TWh 6.18 5.62 0.56 10.0%
Latvia TWh 1.12 1.04 0.07 7.1%
Poland TWh 0.41 0.09 0.32 355%
Total retail trade TWh 7.71 6.77 0.95 14.0%
B2C customers TWh 2.57 2.91 (0.34) (11.8%)
B2B customers TWh B85 3.86 1.29 33.4%
Number of customers thousand 1,432 1,550 (118) (7.7%)
B2C customers thousand 1,407 1,533 (126) (7.8%)
B2B customers thousand 25) 17 8 47%
Total share of green electricity sales (to end con- % 32 34 2) (5.88%)
sumers)
B2C customers % 1 12 (11) (92%)
B2B customers % 48 50 2) (4%)
Sales of natural gas
Lithuania TWh 7.09 8.06 (0.97) (12.1%)
Latvia TWh 2.64 0.76 1.88 246%
Finland TWh 3.77 2.72 1.06 38.8%
Poland TWh 0.16 0.01 0.16 1,600%
Estonia TWh 0.20, 0.00 0.20 N/A
Total retail trade TWh 9.94 8.93 1.01 11.3%
B2C customers TWh 2.55 2.84 (0.29) (10.2%)
B2B customers TWh 7.40 6.10 1.30 21.4%
Total wholesale trade TWh 3.92 2.62 1.30 49.6%
Number of customers thousand 620.2 616.8 3.4 0%
B2C customers thousand 613 609.4 3.6 0%
B2B customers thousand 7.2 7.4 0.2) (0.3)%

Sales of electricity in retail market increased by 14% in 2022 compared to the same period in 2021.
The number B2B customers increased (+47%), meanwhile total sales to B2C customers decreased
by 12% due to the ongoing market liberalisation. It is noteworthy that Ignitis maintained a leading
position (78% market share as at year-end), in the Lithuanian independent supply market in 2022.

Total sales volume of natural gas increased by 20% in 2022 compared to the same period in 2021.
The increase resulted mainly from wholesale trade (+49.6%) and sales to B2B customers (+21.4%).
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3.2 Three-year annual summary

Key financial indicators

2022 2021 2020

Sales EUR million 3,231.4 997.2 540.9
EBITDA APM EUR million 98.3 14.9 70.0
Adjusted EBITDA APM EUR million 15.6 29.1 26.7
Adjusted EBITDA margin APM % 0.5% 2.9% 4.9%
EBIT APM EUR million 94.9 12.0 51.4
Adjusted EBIT APM EUR million 12.2 26.2 8.1
Net profit EUR million 64.4 7.2 44.5
Adjusted net profit APM EUR million -5.9 19.2 7.7
Investments APM EUR million 6.4 2.0 1.2
FFO APM EUR million 98.3 14.9 70.0
FCF APM EUR million 129.9 (36.1) 15.1
ROE APM % 48.2% 9.0% 74.7%
Adjusted ROE APM % (4.4)% 24.2% 12.9%
ROCE APM % 17.9% 3.9% 45.8%
Adjusted ROCE APM % 2.3% 8.5% 7.2%
ROA APM % 5.7% 1.4% 19.4%
Adjusted ROA APM % (0.5)% 3.7% 3.3%
31/12/2022 31/12/2021 31/12/2020

Total assets EUR million 1,441.6 825.4 226.1
Equity EUR million 189.4 77.6 81.7
Net debt / EBITDA EUR million 361.7 433.9 23.8
Net working capital EUR million 446.6 431.5 81.9
Equity ratio APM % 13.8% 43.3% 15.1%
Net debt / EBITDA APM In times 3.7 29.0 0.3
Net debt/Adjusted EBITDA APM In times 23.1 14.9 0.9
FFO/Net debt APM % 27.2% 3.4% 294.8%
Common liquidity ratio APM % 159.9% 154.1% 177.0%
Asset turnover APM In times 29 1.9 2.4
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Key performance indicators

Sales of electricity
Lithuania
Latvia
Poland
Total retail trade
B2C customers
B2B customers
Number of customers
B2C customers
B2B customers
Total share of green electricity sales (to end consumers)
B2C customers
B2B customers
Sales of natural gas
Lithuania
Latvia
Finland
Poland
Estonia
Total sales of natural gas
Total retail trade
Whereof: B2C customers
Whereof: B2B customers
Total wholesale trade
Number of customers
B2C customers
B2B customers
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TWh
TWh
TWh
TWh
TWh
TWh
thousand
thousand
thousand
%
%
%

TWh
TWh
TWh
TWh
TWh
TWh
TWh
TWh
TWh
TWh
thousand
thousand
thousand

2022

6.18
1.12
0.41
7.71
2.56
SIS
1,432
1,407
24.97
32

48

7.09
2.64
3.77
0.16
0.20
13.86
9.94
2.55
7.39
3.92
620.2
613
7.2

2021

5.62
1.04
0.09
6.77
2.91
3.86
1,550
1,533
17.4
34
12
50

8.06
0.76
2.72
0.01

11.55
8.93
2.84
6.10
2.62

616.8

609.4

7.4

2020

5.48
0.87

6.37
3.03
3.34
1,658
1,648
9.8
24

45

9.10
2.35
3.23

14.68
12.74
2.25
10.49
1.94
610.2
602.6
7.6
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4.1 Governance framework

Governance model

The parent company’s management structure consists of the Chief Executive Officer and a two-tier
governance system (Management Board and Supervisory Board). The parent company’s CEO
represents the parent company in all matters and, alongside the Management Board, is responsible
for the management of the parent company. The Supervisory Board is a body that supervises the
activities of the Management Board and the CEO of the parent company. The parent company’s
CEO manages daily activities of the parent company and is entitled to unilaterally represent the
parent company.

At the end of the previous year, the Group’s Supervisory Board and the Management Board adopted
decisions in the main Group companies (including Ignitis), to replace a two-tier management model
with a one-tier management model, i.e., to remove the Management Boards made up of employees
and instead to form Boards with a supervisory function that will be made up of at least 1/3 of
independent members, civil servants and shareholder representatives. The new model will ensure
simpler but, at the same time, effective governance, which will continue to meet the highest
standards of governance, speedy decision-making, fast communication, and active involvement of
independent members. The governance model will be changed by Q2 2023.

In 2022, the Management Board approved changes to the parent company’s organisational
structure: to implement the Company’s strategy to accelerate the expansion of the electric vehicle
charging station network, it was decided to establish an Electromobility Department, and to separate
the management of the electricity and natural gas activities, a separate Gas Wholesale Department
was to be established.

General meeting of
shareholders
|
Supervisory Board
|

Management Board
|

The Company’s CEO
(Chairman of the
Management Board)

' I T
Wholesale Private F}nance and
Customers Business Support

Shareholders, their rights and functions

Electromobility Gas wholesale Data and
Analysis

Ignitis belongs to the state-owned energy-holding group of companies AB Ignitis grupé, 100% of the
Company’s shares is controlled by AB Ignitis grupé. The General Meeting of Shareholders is the
supreme governing body of Ignitis. The competence of the General Meeting of Shareholders, the
procedure for convening and decision-making is determined by laws, other legal acts and the Articles
of Association of Ignitis.

Business
Customers and

Development
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4.2 Supervisory Board

Overview

The parent company’s Supervisory Board is a collegial supervisory body. The competence of the
Supervisory Board, the procedures of decision-making, election and revocation of members are
determined by laws, other legal acts and the Articles of Association of the parent company. The
Supervisory Board consists of three independent members who are elected during the General
Meeting of Shareholders for a four-year term of office. At least 1/3 of the Supervisory Board members
shall be independent. The Supervisory Board elects the chairman of the Supervisory Board from
among its members.

Functions and responsibilities of the Supervisory Board

— Considering and approving the business strategy of the parent company and Ignitis Group
companies, analysing and evaluating implementation of the business strategy, providing this
information to the General Meeting of Shareholders.

— Electing and removing members of the Management Board of the parent company.
— Supervising activities of the Management Board and the CEO.

— Providing proposals and comments to the General Meeting of Shareholders on the set of
financial statements, allocation of profit or loss, and the annual report as well as on activities
of the Management Board and the CEO.

— Providing proposals and comments to the General Meeting of Shareholders with regard to
the decision on draft appropriation of profit for the period shorter than the financial year, the
set of the prepared interim financial statements and the prepared interim report.

— Submitting proposals to the Management Board and the CEO of the parent company to
revoke their decisions that are contrary to laws and regulations, Articles of Association of the
parent company or resolutions of the General Meeting of Shareholders.

— Resolving other issues related to supervision of the activities of the governance bodies
assigned to the competence of the Supervisory Board in the Articles of Association of the
parent company, as well as in the resolutions of the General Meeting of Shareholders.

Information on selection criteria and principles of the Supervisory Board members

The selection of the members of the Supervisory Board is initiated and conducted by AB Ignitis grupé
in accordance with the Description of Selection of the Candidates for the Collegial Supervisory or
Management Body of a State or Municipal Company, a State-Owned or Municipally-Owned Parent
Company or its Subsidiary approved by the Resolution No 631 of the Government of the Republic
of Lithuania of 17 June 2015. According to the latter resolution, it is important to ensure that the
Supervisory Board:

— does not include independent members of the collegial body who are related to each other
by their employment relations with the same employer or by their position as a member of a
collegial body or by being a member of a committee of the same legal entity;

— does not include members of the collegial body whose activities are connected with the un-
dertaking of which the applicant is a member in such a way as to give rise to a conflict of
interest in the exercise of the functions of a member of the collegial body;

— does not include members of the collegial body whose activities and functions are related to
the policymaking in the sector in which the undertaking operates;

— does not include members of the collegial body who are elected or appointed as state politi-
cians in accordance with the procedure laid down by law, civil servants of political (personal)
confidence;

— does not include members of the collegial body who have been delegated to the collegial
body in their capacity as civil servants, following the termination of their status as civil serv-
ants or following the termination of their service relationship with the entity initiating the se-
lection;

— does not include members of the collegial body with a range of competences, including but
not limited to the following competences:
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a)

b)

c)

competence in the field of finance (financial management, financial analysis or audit). This
competence shall be evidenced by at least 3 years’ experience in a senior management role
in financial management, consulting, financial services, auditing;

competence in strategic planning and management. This competence shall be evidenced by
at least 3 years’ experience as a member of the board of directors of a legal entity, as a head
of a legal entity, or in a managerial role in the field of strategic planning;

competence in the sector in which the undertaking operates. This competence shall be evi-
denced by at least 3 years’ experience of managerial or commercial experience in the rele-
vant sector.

The decision on the election of a Supervisory Board member is adopted by the General Meeting of
Shareholders.

As of 2023, a two-tier management model is replaced with a one-tier management model, i.e., to
remove the Management Boards made up of employees and instead to form Boards with a supervi-
sory function that will be made up of at least 1/3 of independent members, civil servants and share-
holder representatives.

Activities during the reporting period

Overall 17 meetings of the Supervisory Board were held in 2022, Activities of the Supervisory Board
in 2022:

On 7 January 2022, the Supervisory Board approved the strategic business plan of Ignitis
for 2022-2025.

On 27 January 2022, the Supervisory Board members submitted an opinion on independent
supply strategy for 2022;

On 4 March 2022, the Supervisory Board submitted an opinion on the status of Ignitis gas
reserves to vulnerable customers, on Ignitis deregulation status;

On 6 April 2022, the Supervisory Board members submitted an opinion on submission of the
audited financial statements of 2021, the annual report, the draft distribution of profit to the
Company’s General Meeting of Shareholders and on the assessment of implementation of
the annual objectives;

On 26 May 2022, the Supervisory Board members submitted an opinion on the compensa-
tion of Ignitis prices to B2C customers;

On 28 July 2022, the Supervisory Board submitted an opinion on activity status of Ignitis
company Ignitis Polska sp. z 0.0.;

On 24 August 2022, the Supervisory Board submitted an opinion on the status of Ignitis
electric vehicle strategy;

On 22 September 2022, the Supervisory Board submitted an opinion on Ignitis working cap-
ital, liquidity and financing costs;

On 14 October 2022, the Supervisory Board submitted an opinion on approval of the plan-
ning documents for 2023;

On 14 October 2022, the Supervisory Board submitted an opinion on the status of gas supply
and gas surplus in 2023;

On 1 December 2022, the Supervisory Board submitted an opinion on the approval of the
2023-2026 portfolio of strategic initiatives, approval of the 2023 budget, approval of the 2023
risk register and risk management plan, and approval of the key performance indicators plan;

On 22 December 2022, the Supervisory Board submitted an opinion on the approval of the
Ignitis structure and the additional posts, and on the revised maximum number of posts, staff
motivation and KPIs.
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The table below provides an overview of meeting attendance.
Overview of attendance of meetings of the Supervisory Board members

Name, surname

Vidmantas Salietis 17/17
Paulius Dambrauskas 17/17
Mantas Mikalajinas 16/17

* The numbers indicate how many meetings in 2022 the members have attended out of total meetings during the reporting period.

Members of the Supervisory Board

Description

Vidmantas

Term of office:
from

Experience

2018 - now

2018 - now
Different positions at the

Education

Bachelor’'s degree in

Other current place of
employment, position

AB Ignitis grupé (company

Salietis Management Board member of  business and economics, code 3018444044,
Chairman of AB Ignitis grupé, Head for Stockholm School of address: Laisvés pr. 10, LT-
Supervisory Commercial Activities and Economics, Latvia (2006- 04215 Vilnius). Management
Board Services of the Group 2009) Board member of AB Ignitis

grupé, Head for Commercial
Activities

collegial bodies of AB Ignitis
grupé companies

2014 - 2019

CEO of UAB Lietuvos dujy
tiekimas / UAB Lietuvos
energijos tiekimas

2013 -2014

Head of Strategic Development
at UAB Lietuvos dujy tiekimas
2008 — 2013

Project Manager / Strategic
Development

2006 — 2008

Business controller at E. ON
Ruhrgas International

communications and
information
management, Vilnius
University, Lithuania
(1998 - 2004)

01/06/2019 to collegial bodies of AB Ignitis Other managerial positions
31/05/2023 grupé companies held:
2015 -2018
CEO of UAB Energijos tiekimas AB Ignitis gamyba (company
2013 = 2016 , code 302648707, Elektrinés
Board member at AB Ignitis g. 21, LT-26108 Elektrénai)
gamyba Management Board member
2011
Market analyst at AB Ignitis UAB “Ignitis renewables”
gggg EaZOlO (company code 304988904,
Consultant at UAB Ernst & Laisvés pr. 10, LT-04215,
v . . Vilnius) Management Board
oung Baltic (EY Lietuva) member
Paulius 2020 - now 2005 — 2006 UAB AL Holdingas (company
Dambrauskas  CEO of UAB AL Holdingas Corporate Talent Pool code 3002288643,
Independent 2017 — 2020 leadership programme address: Ulony g. 2,
member Head of UAB Girteka Logistics INSEAD LT-08245 Vilnius)
Term of office: 2016 — 2017 1996 — 1998 Chief Executive Officer
from Head for Commerce of UAB Master’s degree in
01/06/2019 to Maxima LT international marketing,
31/05/2023 2009 - 2016 Vilnius University,
CEO of UAB Cgates Lithuania
2008 — 2009 1992 — 1996
Head for Development at UAB Bachelor’s degree in
ActiveSec International trading and
1999 — 2008 marketing, Vilnius
Member of the Management University, Lithuania
Boards of Bite Group
Mantas 2019 — now 2002 — 2004 AB Ignitis grupé (company
Mikalajanas Management Board member of ~ Master’s degree in code 3018444044,
Member AB Ignitis grupé, Head for business administration address: Laisvés pr. 10, LT-
Term of office:  Regulated Activities and management, Vilnius 04215 Vilnius)
27/07/2021 - 2017 — now University, Lithuania Head for Regulated Activities
31/05/2023 Different positions at the Bachelor’'s degree in and Management Board

member

Other managerial positions
held:

AB Ignitis gamyba (company
code 302648707, Elektrinés
g. 21, LT-26108 Elektrénai)

Management Board member

UAB Kauno kogeneraciné
jégainé (company code
303792888, Jégainés g. 6,
Biruliskiy k, LT-54469 Kauno
r.) Management Board
member

UAB ,Vilniaus kogeneraciné
jégainé” (company code
303782367, Jocioniy g. 13,
LT-02300, Vilnius)
Management Board member
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4.3 Management Board

Overview

The Management Board is a collegial management body of the parent company set out in the Articles
of Association. It is removed and elected by the Supervisory Board for a term of four years. The
Management Board consisting of 5 members elects a chairman of the Management Board who is
also the CEO, from among its members. The members of the Management Board, within the
competence, have to ensure proper performance of the parent company’s activities.

The main functions and responsibilities of the Management Board

The main functions and responsibilities of the Management Board, according to which their annual
activity is planned, comprise the following decision-making competences regarding:

— the parent company’s operating budget, activity plan, targets (indicators);

— the parent company’s management and organisational structure, the list of staff positions,
and the maximum number of job positions;

— the list of confidential information and commercial secrets;
— the parent company’s remuneration report;
— participation or establishment of legal entities;

— establishment or activity termination of the parent company’s subsidiaries or representative
offices;

— approval of the parent company’s annual report and interim report prepared for the adoption
of decision regarding distribution of dividends for a period shorter than the financial year;

— disposal of the parent company’s shares (percentage, proportion thereof) and their attached
rights to other entities, or their restriction;

— the parent company’s participation and voting in the General Meetings of Shareholders in
entities where the parent company is a shareholder;

— issuing of the parent company’s bonds (except for convertible bonds);
— conclusion of certain high-value contracts;
— adoption of other decisions anticipated in the parent company’s Articles of Association.

In some cases, before adopting a decision, the Management Board has to receive a comment from
the Supervisory Board, the consent of the General Meeting of Shareholders.

Information on selection criteria of the Management Board members

The members of the Management Board are employees of the parent company, they are elected by
the Supervisory Board. Each member of the Management Board is elected for a term of four years
(or until the expiry date of the current term of office if changes in the board take place in the middle
of the term). The Management Board shall be formed taking into consideration that the competences
of the members of the Management Board must be diverse. A member of the Supervisory Board of
the parent company or a shareholder cannot be appointed as a member of the Management Board.
In addition, neither a member of a legal entity, which is engaged in transmission or production of
electricity or gas, or a member of a supervisory body, managerial body or administrative body of
another legal entity, which is engaged in transmission or production of electricity and gas, nor an
auditor or an employee of an audit firm, participating and (or) having participated in audit of the
financial statements within a period of two years, or a person who is not legally entitled to hold that
office, can be appointed as a member of the Management Board. Members of the Management
Board must meet the general and specific criteria laid down by law. The need of competences is
established by the Supervisory Board upon composing the Management Board.

As of 2023, the Management Board made up of employees will be removed and instead the Board
with a supervisory function that will be made up of at least 1/3 of independent members, civil servants
and shareholder representatives will be formed.
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Activities during the reporting period

Overall 66 meetings of the Management Board were held in 2022. Activities of the Management
Board in 2022:

On 13 January 2022, the Management Board adopted a decision to approve preferential
payment terms for Ignitis customers during a period of high commaodity market prices;

On 21 February 2022, the Management Board adopted a decision on the increase in share
capital of Ignitis Polska sp. z 0. 0.;

On 28 February 2022, the Management Board adopted a decision approving the conclusion
of a credit limit agreement with Swedbank, AB;

On 1 April 2022, the Management Board adopted decisions on the approval of the 2021
annual report and approval of the set of audited annual financial statements of UAB Ignitis
for the year 2021; on the approval of the draft distribution of the profit (loss) of UAB Ignitis
for the year 2021, on the presentation of the achievement of the performance targets (indi-
cators) of UAB Ignitis for the year 2021; and on the establishment of conditions for the pay-
ment of short-term incentives for the CEO of UAB Ignitis in respect of the performance re-
sults of UAB Ignitis in 2021;

On 30 May 2022, the Management Board adopted a decision on the approval of natural gas
tariffs for B2C of UAB Ignitis, effective from 1 July 2022;

On 8 June 2022, the Management Board adopted a decision on the approval of UAB Ignitis
public electricity prices and the procedure for their application with effect from 1 July 2022;

On 1 August 2022, the Management Board adopted a decision on informing PAO Gazprom
about the termination of the natural gas supply contract No GLi-2017 of 8 February 2017
concluded between UAB Ignitis and PAO Gazprom with effect from 1 April 2022, and on the
authorization of the General Director to initiate the actions in connection with the termination
of the contract and to inform the Supervisory Board;

On 8 August 2022, the Management Board adopted a decision on the preparation of a pro-
posal by UAB Ignitis for the independent electricity supply to B2C customers in the event of
exceptional market circumstances;

On 31 August 2022, the Management Board adopted a decision on the preparation of a
proposal by UAB Ignitis for the independent electricity supply to B2C customers in the event
of exceptional market circumstances;

On 30 November 2022, the Management Board adopted decisions on the approval of UAB
Ignitis planning package for 2023; on the suspension of UAB Ignitis activities in the areas of
solar power plants, heat pumps, charging stations for electric vehicles in the B2C segment,
as well as in the area of lighting retrofitting and the provision of ESCO services to B2B cus-
tomers;

On 14 December 2022, the Management Board adopted decisions on the conditional ap-
proval of the public electricity prices of UAB Ignitis and the procedure for their application
with effect from 1 January 2023; on the conditional approval of the natural gas tariffs of UAB
Ignitis for B2C customers with effect from 1 January 2023; and on the approval of the struc-
ture of UAB Ignitis and the approval of the additional posts of UAB Ignitis and of the change
in the maximum number of posts;

On 21 December 2022, the Management Board adopted decisions on the draft amendment
to the Articles of Assaociation of UAB Ignitis — governance changes.

The table below provides an overview of meeting attendance.
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Overview of attendance of meetings of the Management Board members

Name, surname

Artdras Bortkevicius 64/66
Darius Simkus 66/66
Haroldas Nauséda 66/66
Tadas Adomaitis 59/66
Andrius Kavaliauskas 63/66

* The numbers indicate how many meetings in 2022 the members have attended out of total meetings during the reporting period.
Overview of attendance of meetings of the Management Board members

Description

Artaras

Experience

Over past years, Artiras

Education

Bachelor’s degree in

Other current place of
employment, position

Main employer - UAB Ignitis

Bortkevicius Bortkevicius held the position applied accounting, (company

Chairman of the Head of Finance and Oxford Brookes code 303383884, address:

since Business Support at UAB University, the United  Laisvés pr. 10, LT-04215 Vilnius)
09/07/2021 Ignitis. Up until then he held Kingdom (2003 - CEO, Chairman of the

Term of office:

Strategic Development

has held the position of the
Head of Commerce at Lietuvos
dujy tiekimas, and after the
company became Lietuvos
energijos tiekimas — he has
held the position of the Head of
B2B Customers and
Development.

Courses for

Master’s degree in
business
management and
administration,
Vilnius University,
Lithuania

2003 — 2007
Bachelor's degree in
informatics, Vilnius
University, Lithuania

Term of office:  the position of the Head of 2005) Management Board
from Finance for the Baltic States at 2002 — 2006
01/06/2019to  the international Certified Public Other managerial positions held:
31/05/2023 pharmaceutical company Accountants
Sandoz Pharmaceuticals. Association Ignitis Latvija SIA (company
Before, he worked as a 1995 - 2000 code 40103642991, address:
financial expert at the Bachelor's degree in ~ Césu iela 31, LV-1012, Riga,
consulting company business Latvia), Supervisory Board
Frauditoriai, he held the administration member.
postilion of the Head of LCC international
Finance at the company Ceres  University, Lithuania Ignitis Polska Sp. z 0.0.
S.P.A. of the Danish group (Company code 0000681577,
Royal Unibrew. He was also address: Putawska 2,
gaining experience at the Building B, Warsaw, 02-566,
Kalnapilis - Taurus group and Poland)
Sicor Biotech. Supervisory Board member.
Darius Darius Simkus first began his 2012 - 2014 Main employer - UAB Ignitis
Simkus activities in energy sector in Master’s degree in (company
Member 2018 when he joined the team  financial code 303383884, address:
Term of office:  of Finance and Risk mathematics, Laisvés pr. 10, LT-04215 Vilnius)
from Management of the company Uppsala University, Head of Finance and Business
30/11/2021 to Energijos tiekimas as Head of Sweden. Support, Management Board
31/05/2023 Risk Management; and since 2008 — 2012 member.
2019 he has become Head of Bachelor's degree in
Risk Management and statistics, Vilnius Other managerial positions held:
Compliance after the company  University, Lithuania.
was merged to Lietuvos 2010 -2011 Ignitis Latvija SIA (company
energijos tiekimas. Before that, ~ Mathematical code 40103642991,address:
he was working in the field of Statistics (Erasmus Césu iela 31, LV-1012, Riga,
audit for the company Deloitte programme), Lund Latvia) Supervisory Board
and gained experience in the University, Sweden. member.
sector of finance at the
commercial bank Swedbank.
Haroldas In 2008, Haroldas Nauséda 2011 -2013 Main employer - UAB Ignitis
Nauséda started working for Lietuvos Business (company code 303383884,
Member dujos as a manager at the Management address: Laisveés pr. 10, LT-

04215 Vilnius) Head of B2B

from Department, later he became managers, ISM Customers and Development
01/06/2019to  the Company’s call centre University of Department, Management Board
31/05/2023. manager, and subsequent to Management and member

that, he became the Head of Economics ,

the gas exchange GET Baltic. Lithuania Other managerial positions held:

Since 2014 Haroldas Nauséda 2007 — 2009

Ignitis Eesti OU (company code
12433862, address: Narva mnt.
5, 10117 Tallinn, Estonia)
Management Board member.
Ignitis Suomi Oy (company code
3202810-4, address: Firdonkatu
2, Workery West, 6th floor,
00520 Helsinki, Finland)
Management Board member
AB LTG Infra (company code
305202934, address:
Gelezinkelio g. 2, LT-02100
Vilnius) Management Board
member
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Description

Tadas
Adomaitis
Member

Term of office:
from 01/06/2019
to 31/05/2023

Experience

Tadas Adomaitis started his
career in energy sector in 2007.
In 2012, he started working for
Klaipédos Nafta where he
contributed to development of
the LNG project, and since
2013 he has become the Head
of Commerce of the designated
supplier LITGAS.
Subsequently, he has held the
position of the Head of
Customer Portfolio
Management for more than two
years, in 2018 he became the
Head of LITGAS, and, after the
company was merged to
Lietuvos energijos tiekimas —
he became the Head of Supply.

Education

2010 - 2012
Master’s degree in
regional politics,
Institute of
International
Relations and
Political Sciences,
Vilnius University,
Lithuania

2004 — 2007
Bachelor’s degree in
economics and
business
administration,
Stockholm School of
Economics, Latvia

Other current place of
employment, position

Main employer - UAB Ignitis
(company code 303383884,
address: Laisvés pr. 10, LT-04215
Vilnius) Head of Wholesale
Trading, Management Board
member.

Other managerial positions held:

Ignitis Polska Sp. z 0.0. (company
code 0000681577, address:
Putawska 2, Building B, Warsaw,
02-566, Poland)

Supervisory Board member.

Andrius
Kavaliauskas
Member

Term of office:
from 01/06/2019
to 31/05/2021

Andrius Kavaliauskas joined
the group of Lietuvos energija
in 2018 and became Head for
B2C and Service Development
at Lietuvos energijos tiekimas.
Before that, he worked for
Franmax and has gained large-
scale experience in the field of
telecommunications (he has
worked for companies TEO,
Omnitel, Telia Lietuva) and
finance sector - he has worked
for the investment management
and private banking group
Finasta for almost 7 years.

2016 — 2018

Baltic Management
Institute, Lithuania
2013-2014

IT/IP business
development
programme, KTH
Royal Institute of
Technology, Sweden
Master’s degree in
international
business finance,
Vilnius University,
Lithuania (2008-
2010)

2004 — 2008
Bachelor’s degree in
economics, Vilnius
University, Lithuania

Main employer - UAB Ignitis
(company code 303383884,
address: Laisvés pr. 10, LT-04215
Vilnius ) Head of B2C,
Management Board member.

Other managerial positions held:

Ignitis Latvija SIA (company code
40103642991, address: Césu iela
31, LV-1012, Riga, Latvia)
Supervisory Board member.

UAB Elektroniniy mokéjimy
agentira (company code
136031358, address: Laisves pr.
10, LT-04215, Vilnius) Chairman of
the Management Board.

Chief Executive Officer

The Chief Executive Officer is a single-person governing body of the parent company. The Chief
Executive Officer organises, directs, acts on behalf of the company and concludes transactions
unilaterally, except for cases provided for in legislation and the Articles of Association. The
competence of the Chief Executive Officer, election and recalling procedures are established by
laws, other legal acts and the Articles of Association of the parent company. The Chief Executive
Officer is appointed by the decision of the Supervisory Board. Information about the Chief Executive

Officer is provided below:

Description

Artaras
Bortkevicius
Chief
Executive
Officer

Term of office:
from
09/07/2021 to
08/07/2026

Experience

Over past years, Artlras
Bortkevicius held the position of
the Head of Finance and
Business Support at UAB Ignitis.
Up until then he held the position
of the Head of Finance for the
Baltic States at the international
pharmaceutical company Sandoz
Pharmaceuticals. He also worked
as a financial expert at the
consulting company Frauditoriai,
he held the postilion of the Head
of Finance at the company Ceres
S.P.A. of the Danish group Royal
Unibrew. He was also gaining
experience at the Kalnapilis -
Taurus group and Sicor Biotech.

Education

Bachelor's degree
in applied
accounting, Oxford
Brooks University,
the United
Kingdom (2003-
2005)

2002 — 2006
Certified Public
Accountants
Association

1995 — 2000
Bachelor’s degree
in business
administration
LCC International
University,
Lithuania

Other current place of employment,

position

Main employer - UAB Ignitis
(company code 303383884, address:
Laisvés pr. 10, LT-04215 Vilnius)
Chief Executive Officer, Chairman of
the Management Board

Other managerial positions held:

Ignitis Latvija SIA (company code
40103642991, address: Césu iela 31,
LV-1012, Riga, Latvia)

Supervisory Board member.

Ignitis Polska Sp. z 0.0. (Company
code0000681577, address: Putawska
2, Building B, Warsaw, 02-566,
Poland)

Supervisory Board member.
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4.4 People and Remuneration

Overview

The overall objective of the Remuneration Policy of Ignitis Group (including Ignitis) is to attract and
retain competent, fast-learning, technologically advanced, globally minded, and creative employees.
It includes remuneration elements that support the Group’s strategy and sustainability. The Group is
rapidly moving towards sustainability, including the management of human resources. Hence, the
ongoing transition requires new skills and competences as well as continuous development of the
culture. In 2022, the Remuneration Policy was further developed in order to maintain the principles
of transparency and clarity

Key changes in 2022

In 2022, in the Group a number of additional initiatives were taken related to the economic and
work/sacial environment changes:

— started using semi-flex benefits system when employees can choose which additional benefit
they would like to use for the upcoming year (starting from 1 July 2022). Employees could
choose from additional health insurance, pension funds, spa treatment, training sessions,
etc.;

— helping employees with the lowest salaries cope with the increased expenses due to the
challenging economic situation and provided support for employees whose salaries are lower
than the country’s average monthly salary (EUR 1,770 gross) with a monthly compensation
of EUR 100 from December 2022 to April 2023;

— vaccination day, after Covid-19 vaccine, the Group provided employees with 1 free day to
recover. From 2023, this day will be changed to ‘Wellness Day’ to encourage employees to
take care of themselves and keep healthy work-life balance;

— other, such as all Group employees were insured with accidental injury insurance (valid 24/7),
introduced a benefit where employees can work from anywhere in the EU for 30 days during
the calendar year, etc.

Employees, their diversity and representation

As at 31 December 2022, the parent company had 320 employees (31 December 2021: 304
employees). Ignitis Latvija SIA had 18 employees (31 December 2021: 13 employees), Ignitis Polska
Sp. Z.0.0. had 16 employees (31 December 2021: 16 employees), Ignitis Eesti OU — 0 employees
(31 December 2021: 0 employees), and Ignitis Suomi Oy had 3 employees (31 December 2021: 2
employees).

Both in Ignitis and in the entire Ignitis Group, job opportunities do not depend on an employee’s
gender, race, religion, sexual orientation or identity, age, disability, or other characteristics not
directly related to the job. The Company ensures diversity and equal opportunities for employees
and does not tolerate direct or indirect discrimination in all their areas of activity. As at 31 December
2022 at the parent company, men accounted for 31% of all employees. Women comprised 69%.
Male specialists accounted for 29%, and female — for 71%. Distribution of mid-level executives: men
accounted for 35%, and women — for 65%.

Ignitis provides job opportunities to people of various ages. As at 31 December 2022, most
employees of the parent company belonged to the age group of 25-36 years (44%), and the lowest
number of employees belonged to the age group of 17-24 years (5%). More than 80% of employees
had gained higher education.

Ignitis promotes and maintains social dialogue with representatives of employees. Employees are
represented by the Labour Council that consists of 5 members.
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Remuneration Policy

Remuneration structure of the Group is based on two key documents: Remuneration Policy and
Remuneration Guidelines. The Remuneration Policy defines the key principles and essential
provisions on remuneration management and structure whereas Remuneration Guidelines, which is
an internal document, is a supporting document detailing the provisions of Remuneration Policy (e.g.,
setting and evaluation of objectives, determination and payment of short-term incentives). Both
documents are integrated and apply to all companies of the Group.

The key objective of the Remuneration Policy is to support the Group’s pathway towards
achievement of targets through 5 key principles detailed below.

Key principles of Remuneration Policy

. We ensure that similar or same-value-creating work is compensated equally throughout the organi-

Internal fairness .

sation.
External Employees are paid a competitive salary in relation to the labour market of the country in which
competitiveness they work.
Clarit We aim that all employees are informed about how their performance, competences and qualifica-

y tion impact their remuneration package as well as on what basis it is set.

Following the principle of transparency, employees are informed about objective remuneration cri-

Transparency teria

Equal opportunities Decisions on remuneration must be made in accordance with the provisions set out in the Remu-
and non-discrimination neration Policy and the Policy of Equal Opportunities and Diversity in force in the Group.

The Remuneration Policy defines the remuneration structure, fixed base salary (FBS) review and
determination, payment of short-term incentives (STI), remuneration of a member of the collegial
body, guidelines, and principals, etc.

Overall, the Remuneration Policy is designed to attract, retain, and motivate employees to ensure
the achievement of the Group’s targets. Thus, the goal is to bring remuneration closer to the median
of the market where the Group companies operate. Depending on the competitive environment in a
certain country or the strategic objectives, a different remuneration ratio (higher or lower) than the
median remuneration market may be set. In order to ensure the principle of external competitiveness,
the FBS salary ranges may be determined and reviewed annually, considering the data of an
independent national salary survey and the remuneration market trends.

Salary ranges are determined for each job level based on the median of the salary market (except
for the top level managers, which salary ranges are below the median of the market salary due to
historical gap between the ranges and market salary which is being decreased on a yearly basis).

Further information on t