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Dividend growth not priced in

We believethe market underestimate IgnitisGrougs
GreenGeneration pipeline and its ability to generate
dividend growth. The proposed European Climate Le
could ignite aninvestment boom into renewable
energy and Ignitissroupis positioned to benefit.

The European Climate Law

The vision of zeremission by 2050 could become law. T
EU Commission plans to present proposals for the
already this summer. If passed by the Parliament and
Council, EU countries are likely to boost their already exis
renewable programs.

Ignitis Group positioned to benefit

IgnitisGrou® Green Generation segment stands to bene
from a potential stepup in renewable programs, especia
in Poland. Accordimgsearch firm, Wood Mackenzie, Pola
is expected to increase its renewable capacity by 20 G\
2030. IgnitisGroupis wdl-positioned in Poland openingsit
first wind farmPomeranian springthis year and having ar
agreement forup to 170 MW solaportfolio.

Dividend growth not priced in

We estimate the market has priced in around.25%
dividend growth ir021-23 (below 3% minimum div. polic
growth), while we forecast Base case dividends to grb% ¢
in 202123, and 2.5% in 2024 and beyond. The main dr
behind our estimated dividend growth is a doubling of 1

Fair value rangéEUR)

Bull(30% div. growth) 30.59
Base2.5% div. growth) 2713
Bear(1.0% div. growth) 2027
Key Data
Price EUR 2030
Ticker IGN1L
Country Lithuania
Listed Vilnius (Lithuania
Market CapEURN) 1508
Net debt EURN) 600
Shares (m) 74.3
Free float 26.2 %
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renewable capacity this year and thagain in 2024. We = OMXBBGI ====Ignitis Grupe
initiate IgnitisGroupcoverage with 8ase case Fair value p
share ofEUR 27.3.
Key figure{MEUR)
2019 2020 2021E 2022E 2023E Price range

Total revenues 1,099 1,223 1,270 1,309 1,370 -
Total revenue growth 27%  11.3% 3.8% 3.1% 4.7% 52-week high 22.32
EBITDA adj. 260 292 310 321 346 52-week low 19.50
EBITDA margin adj. 226%  24.8%  24.4% 245%  25.3%
EBIT adj. 135 169 186 195 209 Analyst
EBIT margin adj. 12.3%  13.8%  14.6% 14.9%  152% ,

gin ad ’ 0 ° ’ ‘ ResearchTeam@enlightresearch.net
EV/Sales 19 15 1.9 19 1.9
EV/EBITDA adi. 8.1 7.2 6.8 6.6 6.1
EV/EBIT adj. 156 125 114 108 10.1
PE adj. 14.3 119 117 11.0 10.2
PIBV 12 08 08 08 0.8
EPS adi. 1.43 171 173 185 1.99
EPS growth nm 195%  1.6%  6.7%  7.7%
Div. per share 0.52 1.14* 1.20 1.26 1.31
Dividend yield 2.5% 5.6%* 5.9% 6.2% 6.4%

SourceCompany data, Enlight Research, *EUR 0.58 to misbatgholders (2.8% yield)

Enlight Research

Page |1



April 20, 2021

Table of Contents

Key Investment Factors

Valuation

Market overview

Forecast

Company description

Risk factors

Financials

Disclaimer

Enlight Research

11

17

26

41

42

44

Ignitis Grupe

Page |2



April 20, 2021 Ignitis Grupe

Key investment factors

Understanding Lithuania and green energy

To understand why Lithuania colddcome one of the leading sustainable energy

countries in the EU, it is important to look at its history. In December 2009, Lithuania

closed its nuclear power plant despite knowing it would turn the country from an

energy exporter into one of the most eggrdependent countries in the EU, having

to import 7080% of its primary energy, according to Eurostat. The decision to

decommission the nuclear plant appear even more brave by the fact that almost half

of the energy imports would come from Russia andrBglddowever, the political

decision had support from the Lithuanian people. In an advisory referendum on the

construction of a new nuclear power plant held in 2012 (3 years after making the

country one of the most import dependent in the EU when it coemesgy), 65% of

GKS [AGKdzZ yALYy LIS2LX S @2G4SR ay2Q G2 | yS¢ ydzOfS

be so surprising but in 2012, it was an outcome that shows Lithuania was ahead of its

times when it comes to sustainable green energy. Perhaps the mentbpyaimity

G2 GKS / KSNyz2o0ef LIBRoSN LXIyld Aa 2yS NBFazy F2)

sustainable energy. We believe Lithuanian politicians with the support of its people

will create a benchmark green energy society and Igaitsipplays the lead role in

this initiative.

Lithuanian domestic electricity generation to domestic demand
100% >100%
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Pre-closure Nuclear PP Post-closure Nuclear PP

Domestic electricity deficit

W Domestic electricity generation in relation to domestic demand

Source: OECD

Understanding the proposed European Climate Law

The proposed European Climate Law is part of the Green Deal that has a goal for
Europe to become climate neutral by 2050. The Commission planssent the first
proposals for the law in the summer of this year, and if passed by the Parliament and
the Council, there will be a law to reduce gréemse emissions by at least 55% by
2030 compared to 1990 and to be fully emission neutral by 2060r kiew, the only

way to meet these goals, that could become law, is to replace fossil fuel sourced
energy with renewable energy sources, which implies a significant expansion of
renewable generation capacity. This is especially true for Ighits@@ home
markets Poland and Estonia. In Poland, coal represented over 80% of the generation
YAE AY Hnun 6KAES 2Af &aKFfS NBLNB&ASYGSR 2@SNI KI
HAaMm@pd . SOl dza S 2 ¥F inttprRdtral BeydrdlessioBt bamBsazaw S Ot
or not), the Green energy installed capacity is expected to increase by around 3x in
Poland and 2x in Estonia between 2020 to 2030. In absolute numbers, Poland has the
largest expected increase witl) ZW. During the same period (202030), the
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expectedgreen energy installed capiaicin Lithuania is expected to more than double

from 1.7GW to 4.0 GWIn addition to the EU iiA | (G A @S & Natigndl Briérdgk Y A | Q&
Independene Strategys a main driver for the capacitymansion The strategy states

that by 2030,70%o0f[ A (i K detegfriity Ebasumptioshould come frondomestic

generation which shouldincrease to 100% by 2050 (from to@xit -3096).These

targets must be reached under thbemmitment tocover 100% dbtal finalelectricity
consumptionfrom green generationAs[ A (i K dzl y A | Q denefgy @@ &e&r,i 3INBSY
IgnitisGroupplays a vital role in meeting both tBeropean and the Lithuanian green

generation targets.

Green energy installed capacity evolution
in Ignitis Group’s markets (GW)'

Latvia Estonia
25 22
1.8
. 0'9
2020 2030 2020 2030
Poland jw Lithuania ==
30.9 4.0
+24 GW
Capacity additions
108 by 2030 1.7
2020 2030 2020 2030

Sources: Compangformation, Litgrid, Arena, European Commission, Ministry of Assets of Poland, Wood
Mackenzie, Statistics Estonia.

1. Includes onshore wind, offshore wind, hydro (incl. pumped storage assets) and other renewable sources;
Full year metrics.

Understandirg IgnitisGroupmarket position and expansion potential
IgnitisGroupis well positioned to benefit from an increased demand for renewable
energy, especially in Poland. The total expected increase in renewable installed
capacity by 2030 iall of IgnitisGroupg® home markets (Lithuania, Poland, Estonia,
Latvia) is 24 GW, wreof Poland makes up 20 GW. Igr@euinstalled wind farm
capacity is expected to more than double this year when the 94 MW Polish wind farm
is commissioned (expected in Q1/21). The wind & solar capacity could double again
within 3 years when the Rsh up to 170 MW solar project is commissioned
(agreement has been signed). We believe Ig@tisuf®@ total Green Generation
pipeline of 2 GW is underappreciated by investors, especially if the European Climate
Law is passed. Furthermore, we believe Ig@tisup® 3INB Sy 3ASYySNI GAz2zy OF LI O
targets of 1.82.0 GWwe forecast 1.9 GW)y 2024 and 4 GW by 20areachievable,

which is supported bthe expectedupcoming auctionsotalling 11.2 GWintil 2024

Capacity

Enlight Research Page |4
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Green Generation pipeline

Ignitis Grupe

Project Country Technology MW Estimated COD
Under construction

Pomerania wind farm Poland Wind- onshore 94 Q1/21

Vilnius CHP Lithuania CHP 92 Q1/21(wasteto-energy), Q4/22 (biomass)
Mazeikiai wind farm Lithuania Wind- onshore 63 2023

Total under construction 249

Agreements signed

Polish solar portfolio | Poland Solar Upto 170 20212023
Moray West offshore wind* Scotland Wind- offshore 800950 (4048*) 2025

Lithuania offshore wind farm project** Lithuania Wind- offshore 700 (357**) 2028

Total agreements signed 16701820 (567575)***

Other

Kruonis PSHP expansion**** Lithuania Hydro 110 2025

Total Other 110

Total pipeline 20292179 (926934)***

Source: *Ignitis Group ownership 5%(875 MW midrange capacity)**Ignitis Group ownership 51% ***Adjusted for Ignitis Group ownership

***Procurement planning stage

IgnitisGroupgreen generation capacity targets

12-14GwW  4GW

Kaunas WIE CHP 700 MW
commenced operations in
Aug-2020
Up to 03-056w 1.8-2.0GW
63 MW —— e
1.1 GW 113 MW I3MW =] 2 7T
] g )
- L2
| e = it 4 o =
. ) —— —
S vikows kbt | M2k — - - — — - -
2020 2021 2022 2023 :Solar PV under-  Residual 2024 Offshore Kruonis PSHP Residual 2030
Operational development target wind expansion target
Under construction’
ﬂ Wind (offshore) ’i‘ Wind (onshore) /_\7 Hydro %  Biomass, WIE2 B8 SolarPV E: Tc:\rﬁ?r:as

Source: IgnitiSrouppresentation, 1. Dates refer to COD 2. Pomerania wind form 3. Vilnius CHR&A&stegy plant 4. Vilnius CHP/Biomass plant 5. Mazeikai

wind farm

Expected auctions by 2024

. . Support . Group project

Country Auction date Technology Capacity Status i, Support period B
Polish solar

Poland = 2021 Neutral 2.7 Gwt Approved Indexed CfD 15 years portfolio |

Poland 2021 Offshore 5.9 GW Planned Indexed CfD 25 years TBD

Poland e 2022-2024 Neutral TBD Planned Indexed CID 15 years Polish solar
portfolio |

Lithuania | = 2021-2022 Neutral 0.5 GW! Approved FiP 12 years TBD

. . . Lithuanian offshore

Lithuania e 2023 Offshore 0.7 GW Planned Fixed CfD 15 years wind farm project

Estonia &= 2021-2023 Neutral 0.4 GW! Planned Fixed CiD 12 years TBD

Estonia &

Latvia joint = TBD Offshore 1.0 GW Planned TBD TBD TBD

Total: 11.2 GW

SourceignitisGrouppresentationInformation provided based on publicly available information, Wood Mackenzie and might be changed by the relevant regulatc

bodies.1. Capacity calculated based on the following assumptions: auctions technology neutral, wind capacity factor equall&m@5245%. In Polish auction
proportion between wind and solg@roject, win equal to 50:50, whereas in the remaining countries all auctions are won by wind projects.

Enlight Research
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Understanding Beta

Betais a measure of the volatilifyisk) of a stockompared to the market as a whole.

A beta of 1.0 implies that the stock will mov4ire with the market e.g., if the market

goes up 1%, the stock is expected to go up 1% and vice versa. A beta of 1.2 implies a
market gain of 10% wilesult in a stock gain of 12% (and vice versa), while a beta of
0.8 implies a market decline of 10% will result in a stock decline of 8% (and vice versa).
Utilities such as IgnitiSroupusually have a beta below 1, which might be attractive
when added to aortfolio of stocks with a combined beta above 1 since it lowers the
risk (volatility) of the portfolio. In our DDM and DCF models, we assume a beta of 0.80
for IgnitisGroupp ¢ KA a A& KAIKSNI GKIy GKS [AldKdzZ yAly NB
electricity digribution (0.74), and gas distribution (0.72). We believe a higher beta is
motivated for Ignitissroupcompared to its main peer group (integrated utilities) as
renewable companies tend to have higher betas (0.86 for our peer group) and the
02 YLJ vy 2ixta exghd rénewable capacity. Note that the Ig@tisupshare

does not have a long history to base a beta calculation upon i.e., our beta assumption
must be regarded as unscientific.

Average Beta by peer group

0.90 0.86

0.80 0.72

0.70

0.60

0.50

0.40

0.30

0.20

0.10

0.00
Renewable utilities Integrated utilities Regulated utilities

Source: Yahoo finance, Investing.com, Infront analytics

Underganding Dividend growth assumption
In the forecast period 20223, we estimate dividends to grd¥b6 in 2021and2022,

and 4% in 20232(5% in 2024 and beyond). We believe our estimated 2ZR1
dividend growth of 4% is higher than what th@arket is expectingn the longer

term, we use the Gordon Growth Model variation of the Dividend Discount Model
(DDM) to calculate our Fair values. The DDM is highly sensitive to the assumad etern
dividend growth. For example, raising the assumed dividend growth rate by half a
percentage point from 1.5% to 2.0% increases the Fair value by 10%. According to our
DDM valuation, the market is pricing in a keagn (perpetual) dividend growth of
1.001.25% for the IgnitisGroupa K NB>X gKAOK A& 0S¢ (GKS 02 YLy
dividend growth target of at least 3%. Our Base case assume a perpetual dividend
growth of 2.5% which implies a motivated share price of EUR, Z6rresponding to
a~30%upside. Our Bear case assume a dividend growth of 1.0% and indicates a Fair
value of EUR 287, equal to a~1% downside, while our Bull case assume 3.0%
perpetual dividend growth, which indicates a Fair value per share of E39Regal

to an upsideof ~49%. See our valuation section for Fair values at different dividend
growth.

Enlight Research
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Fair value per share at different perpetual dividend growth

35.00
30.59
30.00 27.13
3
2 25.00
v 20.27 20.35
2 20.00
%]
g
o 15.00
=
©
Z 10.00
©
[N
5.00
0.00
Bear case Priced in Base case Bull case
(1.0% div. growth) (~1-1.25% div. (2.5% div. growth)  (3.0% div. growth)

growth)

SourceEnlight Research

Understanding Ignitissroup Strategic Plan

In February2021, Ignitis Grouppprovedits Strategic Plan 2024 that maps out the
path to reachthe 2024 targetsin addition tofinancialtargets, the Strategic Plan also
sets clear ESG tatg, which in our view is quite unigaenong IgnitisSrou peers

in the region Examples of targetsre to become CO2 natral by 2050 and
continuously improvekey ESG metricsuch asrisk indicesfrom MSCI and
SustainalyticsWe believe the Strategic Plafarifythat the targets areachievable,
and wealign our forecast accordinglyhe recently announced incentive plam fo
executiveds alsowell aligned with the strategic plawhich we regard as a positive
asit assureghat top level managemwill work to achieve the targetsSee below table
for a selection oStrategic Platargets andbur forecast.

Area Target Enlight Research forecast
ESG IncreaseGreen Generation capacit 1.9 GW in 2024.e, in themiddle of
from 1.1GW in 2020 to 1-2.0 in the strategic2024targetrange
2024
Financial Net debt/adjusted EBITDA <4x  Between 1.9x to 3.5r 202123
Financial IncreaseadjustedEBTIDA from EU EUR 38m in 2023mplying that 2024
292m in 2020 to EUR 38®0m in target will be reached
2024
Fnancial Average ROCB.56.5% in 202t Averageof 5-6%in 202123, implying
2024 target will be reached
Financial Grow dividends by at least#@per Dividend growth4-5% in 2021223
annumin 202124 implying target will be reached
Dividends in euro: Dividends in euro
2021:>=1.18 2021e:1.20
2022: >= 21 2022%:1.26
2023: >= 5 2023F: 1.31
2024:>=1.29 2024e: n/a

SourceStrategic Plan 20224, Enlight Research (forecastee strategic pladtocument:
https://ignitisgrupe.lt/sites/default/files/inlindiles/Ignitis%20Group _Strateqic%20plan%202021
2024.pdf

Enlight Research
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Valuation

Peervaluation by subgroup

2021 estimated EV/EBITDA and Dividend yield

16.0 6.4% 7.0%
13.6 e

14.0 6.0%

12.0 10.8 5.2% 5.0%
o
< 100 8.7 °
e 4.0% >
g 80 |
> 3.0% 'g
w 6.0 3

0,

4.0 2.0%

2.0 1.0% 1.0%

0.0 0.0%

Renewable utilities Regulated utilities Integrated utilities
mmmm EV//EBITDA 2021E Div. yield 2021E

Source: MarketScreener, Based on share pricdd épril 2021

Regulated utilitiesThis group consists @fistribution System Operato(®SO)xnd
Transmission Sysgn Operators (TS@jth fully regulated revenues and earnings. The
growth prospects are often limited but on the other hand, the dividends are stable
GAGK KAIK QAaAoAfAGED® C¢KAA 3INRdzZI FAlda
definition. The estimated 2021 dividend yietd this group is @%, which is the
highest among our three stdgroups. The 2021 estimated EV/EBITDA 8k 13 %%

higher than the Integrated utilities stgyoup, but20% lower than the Renewables
sub-group.

(e
P
w

Renewable utilities.This group consist of companies focused on renewable
generation (hydro, wind, sun etc.). It can be a stallode company or part of a bigger
group such as an Integrated utility that has listed its renewable operation separately
to enhance its visibilitye(g. EDP and EDP renewables). The growth prospects for this
group are substantial driven by the vision of a zarassion world. The investment
needs are also substantial, and the ram average dividend yield of0% is low
compared to the othesub-groups. The 2021 estimated EV/EBITDA3dix1s 25%
higher than the Regulated sgboup andb6% highethanthe Integrated utilities sub
group.

Integratedutilities. This group consists of companies active in distribution, supply, and
generation of electricity and/or gas. The renewable generation entities are sometimes
listed separately. The distribution operations are regulated while the generation
operations are maly unregulated. The growth prospects within distribution as well
as conventional generation are limited while it is substantial within renewable
generation. The estimated 2021 dividend yield 8¥bis somewhat lower compared

to the Regulated utilitiesub-group but substantially higher compared to the
Renewables sufjroup. The estimated 2021 EV/EBITDA of B. 2% lower vs. the
Regulated peers and% lower vs. the Renewables peers.

Peer valuation conclusiofiVe believe the lower valuation multiple for Integrated
utilities is due the conventional (foskikl) based generation still present in many of
the companies. As such, Ign@soupis undeservedly suffering from being part of this

Enlight Research
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subgroup as it has vg limited conventional operations (basically limited to reserve
capacity that will only be used in an emergency). In 2021, we estimate around 14% of
Ignitis Groug® EBITDA from generation will be from conventional generation
(predicted to decrease even mgin coming years as the Renewable pipeline
materializes). Given our thesis, we believe the Integrated utilities group should be
divided into Green and Conventional Integrated utilities, with the Greeigrauwip
deserving a higher multiple. However, wendd base our Fair value on tB&/EBITDA
multiple nor thesplit of Green vs. Conventional Integrated utilities thesis but use the
Dividend Discount Model (DDM) to set our Fair value (see the DDM part of the
valuation section below).

Peervaluation

Regulated Div. Div. Div. Div.

Price Mcap (m) EV (m)EV/EBITDAV/EBITDAV/EBITDAV/EBITDA yield yield yield yield
Company Ticker Ccy (last) (last) (last) 2019 2020 2021E  2022E 2019 2020 2021E  2022E
Enagas ENG EUR 18.63 4,872 9,154 9.0 9.6 10.1 10.7 8.6% 9.0% 9.1% 9.2%
Nationalgrid NG GBP 9.00 31,684 63,006 125 12.7 12.4 11.3 5.2% 5.4% 5.6% 5.6%
Red Electrica REE EUR 15.09 8,130 14,639 9.3 9.2 9.2 9.0 7.0% 6.8% 6.7% 6.8%
REN RENE EUR 2.45 1,622 4,390 9.0 9.5 9.4 9.3 7.0% 7.0% 7.0% 7.0%
Snam SRG EUR 4.67 15,119 27,770 12.8 12.8 12.4 121 5.1% 5.3% 5.6% 6.0%
Terna TRN EUR 6.14 12,325 21,309 12.2 11.9 11.6 11.5 4.1% 4.4% 4.7% 5.1%
Average 10.8 11.0 10.8 10.6 6.2% 6.3% 6.4% 6.6%
Renewables Div. Div. Div. Div.

Price Mcap (m) EV (m)EV/EBITDAV/EBITDAV/EBITDAV/EBITDA yield yield yield yield
Company Ticker Ccy (last) (last) (last) 2019 2020 2021E 2022E 2019 2020 2021E  2022E
Arise ARISE SEK 55.00 2,004 2,475 11.4 15.3 10.8 5.2 0.0% 0.0% 0.8% 2.6%
EDP Renewables EDPR EUR 1890 16,487 20,333 12.3 12.7 12.7 12.0 0.4% 0.5% 0.5% 0.6%
Eolus EOLU B SEK  234.40 5,838 5,437 44.2 241 14.5 23.3 0.6% 0.7% 0.9% 0.9%
Falck RenewablesFKR EUR 6.05 1,748 2,487 12.2 13.0 11.6 10.7 1.2% 1.2% 1.2% 1.2%
Neoen NEOEN EUR 42.22 3,598 5,996 27.8 213 16.9 14.0 0.0% 0.0% 0.1% 0.6%
Orsted Energy ~ ORSTEDDKK 1,050 441,069 460,791 26.4 25.9 20.1 19.1 1.0% 1.1% 1.2% 1.2%
RWE RWE EUR 3451 23,325 27,435 11.0 9.3 8.5 8.3 2.3% 2.5% 2.6% 2.8%
Average 20.8 17.4 13.6 13.2 0.8% 0.8% 1.0% 1.4%
Integrated Div. Div. Div. Div.

Price Mcap (m) EV (m)EV/EBITDAV/EBITDAV/EBITDAV/EBITDA  vyield yield yield yield
Company Ticker Ccy (last) (last) (last) 2019 2020 2021E  2022E 2019 2020 2021E  2022E
EDP EDP EUR 5.18 20,433 33,537 9.0 9.3 9.0 8.7 3.7% 3.7% 3.9% 4.1%
Endesa ELE EUR 2269 24,023 31,237 8.1 7.8 7.8 7.6 6.5% 7.9% 5.8% 5.2%
Enel ENEL EUR 8.59 87,344 136,282 7.6 7.6 7.3 7.0 3.7% 4.1% 4.4% 4.7%
Engie ENGI EUR 12.33 29,754 53,925 5.2 6.0 5.2 51 6.5% 4.5% 6.0% 6.5%
E.ON EOAN EUR 9.90 25,816 61,516 11.1 8.9 8.6 8.0 4.6% 4.8% 5.0% 5.2%
Iberdrola IBE EUR 1153 70,661 110,693 11.0 10.6 9.9 9.1 3.1% 3.6% 3.7% 4.0%
Naturgy NTGY EUR 2091 20,093 35,554 7.6 9.0 8.3 8.3 6.6% 6.9% 7.2% 7.5%
SSE SSE GBP 15.41 15940 26,406 13.1 11.6 13.3 12.6 6.4% 5.2% 5.3% 5.4%
Italgas IG EUR 5.40 4,369 9,040 10.0 9.2 9.0 8.8 4.8% 5.0% 5.2% 5.4%
Average 9.2 8.9 8.7 8.4 5.1% 5.1% 5.2% 5.3%
Ignitis IGN1L EUR 20.35 1,512 2,424 8.1 7.2 6.8 6.6 2.5% 5.5%* 5.9% 6.2%

Source: MarketScreener, Based on share pricd4d épril2021, *EUR 0.58 to minority investors, yield 2.8%

Dividend Discount Model

In our view, the Igniti$sroup share is a dividend case and hence, the Dividend

5Aa402dzyi a2RSft 055a0 Aa GKS Yz2ad NBtSolyd @It dz
dividend policy of minimum 3% dividend growth starting from 2020 dividends, our

most important assumptiorsrethe assumed dgidend growth in the forecast period

2021-23 and the perpetual period. In all our scenarios, we assume the 2021 dividend

to be EUR 1@corresponding to a dividend growth 5% i.e.higher than the 3%

minimum dividend policy growth. For oBase case, we assume the perpetual

dividend growth to be 2.5%, which indicate a Fair value per share of B3Rr2@ur

Enlight Research
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Bull case, we assume a perpetual dividend growth of 3.0% which indicates a Fair value
per share of EUR ®, while our Bear casessumes a perpetual dividend growth of
1.00% indicating a Fair value per share of EUR.2All scenarios assume a cost of
equity of 6.9%. See below table for the Fair value at different scenarios. Interesting to
note is that the market seems to pricea dividend growth of around 0-1.25%,

which is quite conservative in our view.
Dividend growth

Ignitis Grupe

1.00% 1.25% 1.50% 1.75% 2.00% 2.25% 2.50% 2.75% 3.00% 3.25% 3.50% 3.75% 4.00% 4.25% 4.50% 4.75% 5.00%
1.52 25.67 26.80 28.03 29.38 30.87 32.52 34.36 36.42 38.73 41.37 44.38 47.88 51.96 56.81 62.66 69.86 78.91
1.50 25.33 26.44 27.66 29.00 30.47 32.10 33.91 35.94 38.22 40.82 43.80 47.25 51.28 56.07 61.84 68.94 77.88
1.48 24.99 26.09 27.29 28.61 30.06 31.67 33.46 35.46 37.72 40.28 43.22 46.62 50.60 55.32 61.02 68.02 76.84
1.46 24.65 25.74 26.92 28.22 29.66 31.24 33.01 34.98 37.21 39.74 42.63 45.99 49.91 54.57 60.19 67.10 75.80
1.44 24.32 25.39 26.56 27.84 29.25 30.81 32.55 34.50 36.70 39.19 42.05 45.36 49.23 53.83 59.37 66.18 74.77
1.42 23.98 25.03 26.19 27.45 28.84 30.39 32.10 34.02 36.19 38.65 41.47 44.73 48.55 53.08 58.55 65.27 73.73
1.40 23.64 24.68 25.82 27.07 28.44 29.96 31.65 33.54 35.68 38.10 40.88 44.10 47.86 52.33 57.72 64.35 72.69
1.38 23.30 24.33 25.45 26.68 28.03 29.53 31.20 33.07 35.17 37.56 40.30 43.47 47.18 51.59 56.90 63.43 71.65
1.36 22.97 23.98 25.08 26.29 27.63 29.10 30.75 32.59 34.66 37.02 39.72 42.84 46.50 50.84 56.07 62.51 70.62
1.34 22.63 23.63 24.71 25.91 27.22 28.68 30.30 32.11 34.15 36.47 39.13 42.21 45.82 50.09 55.25 61.59 69.58
1.32 22.29 23.27 24.35 25.52 26.82 28.25 29.84 31.63 33.64 35.93 38.55 41.58 45.13 49.35 54.43 60.67 68.54
1.30 21.95 22.92 23.98 25.13 26.41 27.82 29.39 31.15 33.13 35.39 37.97 40.95 44.45 48.60 53.60 59.76 67.50
1.28 21.62 22.57 23.61 24.75 26.00 27.39 28.94 30.67 32.62 34.84 37.38 40.32 43.77 47.85 52.78 58.84 66.47
1.26 21.28 22.22 23.24 24.36 25.60 26.97 28.49 30.19 32.11 34.30 36.80 39.69 43.08 47.11 51.96 57.92 65.43
1.24 20.94 21.86 22.87 23.98 25.19 26.54 28.04 29.71 31.61 33.75 36.22 39.06 42.40 46.36 51.13 57.00 64.39
1.22 20.61 21.51 22.50 23.59 24.79 26.11 27.59 29.24 3110 33.21 35.63 38.44 41.72 45.61 50.31 56.08 63.35
Div.2021E 1.20]  20.27] 2116 2213 2320 2438  2568] 27.13] 2876 3059 3267 3505 37.81  41.03 4486 4948 5516 6232
1.18 19.93 20.81 21.77 22.82 23.97 25.26 26.68 28.28 30.08 32.12 34.47 37.18 40.35 44.12 48.66 54.25 61.28
1.16 19.59 20.46 21.40 22.43 23.57 24.83 26.23 27.80 29.57 31.58 33.88 36.55 39.67 43.37 47.84 53.33 60.24
1.14 19.26 20.10 21.03 22.04 23.16 24.40 25.78 27.32 29.06 31.04 33.30 35.92 38.98 42.62 47.01 52.41 59.21
1.12 18.92 19.75 20.66 21.66 22.76 23.97 25.33 26.84 28.55 30.49 32.72 35.29 38.30 41.88 46.19 51.49 58.17
1.10 18.58 19.40 20.29 21.27 22.35 23.55 24.88 26.36 28.04 29.95 32.13 34.66 37.62 41.13 45.37 50.57 57.13
1.08 18.24 19.05 19.92 20.89 21.95 23.12 24.42 25.88 27.53 29.40 31.55 34.03 36.94 40.38 44.54 49.65 56.09
1.06 17.91 18.69 19.56 20.50 21.54 22.69 23.97 25.41 27.02 28.86 30.96 33.40 36.25 39.64 43.72 48.74 55.06
1.04 17.57 18.34 19.19 20.11 21.13 22.26 23.52 24.93 26.51 28.32 30.38 32.77 35.57 38.89 42.89 47.82 54.02
1.02 17.23 17.99 18.82 19.73 20.73 21.84 23.07 24.45 26.00 27.77 29.80 32.14 34.89 38.14 42.07 46.90 52.98
1.00 16.89 17.64 18.45 19.34 20.32 21.41 22.62 23.97 25.50 27.23 29.21 31.51 34.20 37.40 41.25 45.98 51.94
0.98 16.56 17.29 18.08 18.95 19.92 20.98 22.17 23.49 24.99 26.68 28.63 30.88 33.52 36.65 40.42 45.06 50.91
0.96 16.22 16.93 17.71 18.57 19.51 20.55 21.71 23.01 24.48 26.14 28.05 30.25 32.84 35.90 39.60 44.14 49.87
0.94 15.88 16.58 17.34 18.18 19.10 20.13 21.26 22.53 23.97 25.60 27.46 29.62 32.15 35.16 38.78 43.23 48.83
0.92 15.54 16.23 16.98 17.80 18.70 19.70 20.81 22.06 23.46 25.05 26.88 29.00 31.47 34.41 37.95 42.31 47.79
0.90 15.21 15.88 16.61 17.41 18.29 19.27 20.36 21.58 22.95 24.51 26.30 28.37 30.79 33.66 37.13 41.39 46.76
0.88 14.87 15.52 16.24 17.02 17.89 18.84 19.91 21.10 22.44 23.97 25.71 27.74 30.10 32.92 36.30 40.47 45.72
Source: Enlight Research
DCF valuation
We use our DCF valuation as a betock to our DDM valuation. Our DCF valuation
indicate a Fair value per share of EXJR5, applying the same assumptions as in our
DDM (Risfiree interest rate = 2.5%, beta = 0)80ur DCF Base case Fair value is very
close our DDM Base case Fair value which we believe is logical as we have the same
underlying asumptions. Interesting to note is the sensitivity to the assumed beta
value (see below table), and the fact that the beta for many of the utilities is below
one, which implies that the Ignit&oupshare could be an attractive asset in a typical
equity patfolio as it could lower the volatility.
Sensitivity parameters Current Step‘ Assumptions & Fair values
Equity beta 0.80 0.04 0.60 0.64 0.68 0.72 0.76 0.80 0.84 0.88 0.92 0.96 1.00
Fair value (DCF) 27.35 37.66 35.22 33.00 30.96 29.08 27.35 25.75 24.26 22.87 21.58 20.38
Target debt ratio (D/D+E) 50.0% : 2.0% 40% 42% 44% 46% 48% 50% 52% 54% 56% 58% 60%
Fair value (DCF) 27.35 17.28 18.90 20.69 22.67 24.87 27.35 30.15 33.33 37.00 41.26 46.26
Riskiree interest rate 25% 102%| 15% 1.7 % 19% | 21% | 23% | 25% | 27% | 29% | 31% | 33% | 35%
Fair value (DCF) 27.35 38.35 35.72 33.33 31.16 29.17 27.35 25.67 24.11 22.67 21.32 20.07

Source: Enlight Research
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Market overview

Market players

There are six main roles on the European electricity and gas market. It is possible for
a company to have many roles e.g., an integrated utility can be a producer, a
distribution system operator, and a supplier. However, some roles cannot be
combinal due to EU regulation, e.g. a company cannot be both the transmission
operator and the distributiosystemoperator. The six roles in are:

The Producegenerate electricity (and/or heat) or produce/extract gas. Electricity
producers are often cagprized into renewable (wind, solar, hydro) or fossil fuel
(coal, gas) energy source producers (many companies do both).Ggaitj Green
Generation and Flexible Generation segments generate/produce electricity and heat.

The Transmission System Operg(TSO}ransports electricity on the higoltage
longdistance power line from producers to the distributisgstem2 LIS NI ( 2 N &
substations near the customers. The gas TSO transports gas over the national pipeline
system from gas producers to the gas distributors. Transmission networks are natural
monopolies (due to cost of construction) and subject to regulationstHuaahia,

LitGrid is the electricity TSO and Amber Grid is the gas TSO.

The Distributior8ystenmDperator (3Q converts the higivoltage electricity from the
transmission network to mid/lowoltage electricity in substations and transports it

to the final customers (industries, households etc.). The §&svithdraws gas from
GKS ¢{ hQa LI LIS suleyaBddisttibatés3hi Bas tid thSeolibinslvia
smaller pipelines. Like TSOs, tf&C®are often regulated natural monopolies as it
does not make economic sense to have two distribution networks in a country. Ignitis
Group3 Network segment is thelectricity and gaP<0 in Lithuania.

The Suppliebuys electricity from a producer either directly or via a power exchange

and sell it to end customers i.e. the supplier has the agreement with and invoice the

end customer. The supplier market is oftenrdgulated i.e. customers are free to

choose from o they want to buy the electricity from. IgniGsoupQa / dza 42 YSNJ | y R
Solutions segment is one of many suppliers on the Lithuanian electricity and gas

market.

The Exchangerganize a marketplace for buyers/sellers of electricity and gas.
Nordpoolis theleading Baltic electricity exchange, while TGE is the leading exchange
in Poland GET Baltic exchange is the market leader in the Baltics for gas. Private
individuals are usually not active on an electricity or gas exchange.

The Consumeiis an individual who receives energy from the grid, aRdosumer
(not applicable for gas consumeis)an individual who both receive and supply
energy to the grid e.g. via solar panels.

See below picture for an overview of the electricity ratukhe gas market is very
similar)

Enlight Research
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Electricity from producer to consumer

Generation Transmission M m

SourceUtilities consumer advocate

Market drivers

The main drivers for the energy industry are the political initiatives to achieve-a zero
emission world, which caanly be achieved through a substantial expansion of
renewable energy capacity and concurrent reduction of conventional fiosfil
capacities.

Political drivers behind energy sector

EU Green Deal
(European
Climate Law)

Renewable
Energy

Expansion

National
Energy
Independence
Strategy

Source: Enlight Research

Green Deal and thEuropearClimate Law

TheEuropea 2 YYA daA2y Qa LINRPLIRAlIt F2NIniakeS 9dzNBLISIYy [/ f
E QGreen Deatarget to become climate neutral by 2050 made into a law. The
European Commission plans to present proposals for the European Climate Law by
June 2021If the European Parliament and Council agree to the proposals, the law
will be passed (the European Parliament has already endorse@megreenhouse

gas emissions by 2050 in a resolution). If passed, there will be a law to reduce green
house gas emissis by at least 55% by 2030 compared to 1990, and to be fully
emission neutral by 2050. The only way to adhere to the law is to replace carbon
based energy with electricdyased energy, which requires substantial expansion of
renewable energy capacity/geration. Most countries in the EU are already starting

to prepare for the European Climate Law by incorporating its points into their national
energy strategy (all countries in Igni@sou@ key markets have integrated several

key points in the proposdeiuropean Climate Law into their national energy strategy).
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Lithuanian National Energy Independence Strategy

In addition to securing compliance with international climate targets, the National

9y SNH& LYRSLISYRSYyOS { 0NI (S 3Aeemaden2fm@SOGA GBS (2 Y
Russian and Belarussian energy imports is equally important. Following the closure of

its nuclear power plant in 2009, Lithuania went from an energy exporter to one of the

most energy dependent countries in the EU, importing@®% of its pmary energy

FOO2NRAY3 (2 9daNRPailldd ! OO2NRAYy3I G2 222R al O] ¢
domestic demand for electricity was 11.9 TWh on average in-PBivhile its

domestic generation was just 2.7 TWh, equal to just 23% of the total demand i.e.

almaost 80% of its electricity consumption had to be imported. Given that almost half

of the imports come from Russia and Belarus, the need for energy independence is

compelling. The target is to produce 70% of its electricity consumption domestically

by 2030,and 100% by 2050. In the nearm, the path to energy independence

means both increasing local renewable energy sources (RES) generation and

synchronizing the electricity grid with the European grid. In 2025, full synchronization

with EU is expected thrgt the completion of the LitPol Harmony Link (disconnection

with the Russian and the Belarusian electricity grid is also planned in 2025). Like the

European Climate Law, the National Energy Independence Strategy also call for

substantial investments in rewable generation capacity.

Electricity generation deficit in Lithuania (TWh, 20QT9 average)

Others
5%

Baltics ‘
23%

Sweden
27%

Russia and
Belarus
45%

123

2.7
Domestic electricity Imports Exports Total domestic
generation demand”

Source: Wood Mackenzie

[ AGKdzZE YA Q& bldA2ytf 9ySNH& LYRSLISYRSyOS {{iNXdS
Agenda for Sustainable Development, the objectives of the Paris Agreement, and the

dzLJO2 YAYy 3 LINRPLI2&ASR 9dzNRPLISIFY /[ fAYFGS [Féd ¢KS
Independence $itegy is that renewable energy sources (RES) mak&lpf the

final electricity consumption by 2030 and 100% by 2050 (currently about 30%). This

would mean RES share of installed capacity and domestic generation would be 77%,

and 60%, respectively by 2030, implying a compounded annual growth of 9%.

[atN
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Renavable capacity evolution in Lithuania (GW)

RES share of
capacity mix! 47%

% Domestic @
generation

57%
25

CAGR:
9.0%

7%

4.0

B E En

2020

m Hydro Solar Onshore wind  m Offshore wind

2025

2030

Other RES

Ignitis Grupe

Source: Wood MackenziBES includes hydro, solar, wind, and other renewable energy sources

Market drivers create Renewable expansion

¢CKS &Aldz GA2y Ay

i KS DNZER dAdmia, Esioaid)ds veryl NJ S a

similar in the way that their energy strategies calls for a large expansion of renewable
capacity. This is especially true for Poland that has a large dependence on coal, which
made up 86% of TWh generated in 2020. In 2019, thishPblinistry of Energy

LJdzo f A A KSR

I NBPGAASR RNXYFTG 2F GKS

Aad G2 NBRdzOS 02t f Qa
total budget of the plan is EUR 140bn. The expected-3020owth in renewable

Ayadl £t SR OF LI OAGe@

6 AdK

Gt 2f AAK 9y SNB@

&KIFNB 2F (GKS 3I3SYySNIGAZ2Yy YAE

T2NJ 6§KS DNRdzLIQ &

20.1 GW. Considering this, Ignfisou® Green Generation electricity pipeline of 2
GW seems almost conservative (equaround8% of expected cagity increase in

its core markets).

Expected growth in renewable installed capacity

O2NB YIN]Sia

(GW) 2030

Poland 20.1

Lithuania 2.3

Estonia 13

Latvia 0.7

Total 24.4

Ignitis Green Generation pipeline 2.0

Ignitis Green Generation pipeline share of expected gro 8%

Green Generation pipeline Capacity

Project Country Technology MW Estimated COD
Under construction

Pomerania wind farm Poland Wind- onshore 94 Ql/21
Vilnius CHP Lithuania  CHP 92 Q1/21 (wasteto-energy), Q4/22 (biomass
Mazeikiai wind farm Lithuania  Wind- onshore 63 2023
Total under construction 249

Agreements signed

Polish solar portfolio | Poland Solar Upto 170 2021-2023
Moray West offshorevind* Scotland Wind- offshore 800950 (40648*) 2025
Lithuania offshore wind farm project** Lithuania  Wind- offshore 700 (357*) 2028
Total agreements signed 16701820 (567575)***

Other

Kruonis PSHP expansion**** Lithuania  Hydro 110 2025
Total Other 110

Total pipeline 20292179 (926934)***

Source: Wood MackenziExpected growth in renewable installed capacitiPd prospectus)PO prospectus (Green Generation pipelifigiitis Groupownership 5%875
MW midrange capacity}*Ignitis Groupownership 51%***Adjusted for IgnitisSroupownership **** Procurementplanning stage

Enlight Research
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Expected growth in renewabiestalled capacity in Baltics & Poland (GW)

26.2
4.9
15.2
11.6
4.9
7.1
I

M Other RE Solar MW Offshore wind B Onshore wind M Hydro @® Capacity (GW) increase from 2020-2030
Source: Wood MackenzZ{PO prospectusyears 20Q, 2025, 2030

Market growth
9! Q& H pemission t&r@dePmeans decarbonization which in turn means deep

electrification where renewable energy sources efiigiency improvements replace
fossil fuel energy sources. This means the overall European energy demand will
decrease until 2050. According to the European Environment Agency (EEA), the total
energy demand in Europe will decline by 40% between 201505@fEom 12,500

to 7,000 TWh. However, the demand for electricity will increase by 90% during the
same period as green electricity substitute fossitbasled energy. In our view, Ignitis
Groufocus on electricity distribution and renewable generatisrwell as minimal

fossil fuel based generation means it is operating in the-gnigivth space of the
energy sector.

Decarbonization means deep electrification

European® energy demand 2015 vs. 2050... ... with huge impact on energy infrastructure
TWh
Increase of electricity demand (+90%)
-12,500 « Deep electrification of different sectors and
decentral generation creates the need for
-7,000 substantial grid investments

« Substitution of fossil fuel consumption through
green electricity

Reduction of total energy demand (-40%)

2015 2050 « Major decarbonization goals provide business
opportunities for energy efficiency products and
services

Il Power Other

1. Considering EU27, Source: https://www.eea.europa.eu/data-and-maps/figures/primary-and-final-energy-consumption (energy demand)/ http://inrestruct.com/wp-
content/uploads/2015/04/Practical-guide-to-a-low-carbon-Europe-2050.pdf (power demand)

SourceEON
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Market Regulator

In Lithuania, tariffs for electricity and gadistribution are regulated by the National
Energy Regulatory Council (NERC) who sets the upper limits (tariff price caps) for
distribution services. Based on the set upper limits, the company calculates the
specific prices for the different types of cusensiwhich is sent to NERC for approval.

The price caps are set by NERC on the principle of reasonable return on the regulated
assets base (RAB). The price mechanism for electricity and gas distribution is the same
except that for gas, the RAB value is dassely on the historical cost approach while

the electricity RAB is based on both replacement cost (LRAIC) and historical cost.

Market shares
As the distribution market is a natural monopoly and the electricity supply market is

in the process of being degulated, the most relevant segment to look at with

regards to market shares is the renewable generation market. Based on renewable

capacity (biomass, biogas, wind, large hydro, solar), IGndigpis the largest player

in Lithuania with 57% market gleaand the fourth largest player in Estonia (2.8%),

according to Wood Mackenzie. The statened incumbent energy company is the

market leader in all of IgnitGroug@core markets. The Polish market is different from

the other markets in that the leadjrplayer has a lower market share i.e., the market

Ad Y2NB FNIIYSYiSRe® ¢KAA YAIKG o6S RdzS G2
conventional generation assets, which makes them less keen to promote renewables

¢ at least up until now.

Market share®019: Renewable energy capacity

No. Lithuania Latvia Estonia Poland
1  IgnitisGroup(57%) Latwenergo(84.8%) Enefit/Estonian Energy (40.19 PGE (23%)
2 Enefit/Estonian Energy (7.3%) Fortum (1.3%) Utilitas (7.3%) Tauron (6.0%)
3  Stemma&(3.9%) Energy Ventures (1.1%)  Fortum (6.0%) Orlen (5.6%)
4 Renerga (3.9%) Veju Parks (1.1%) IgnitisGroup(2.8%) Enea (5.0%)
5  Veju Spektras (2.7%) Clear Energy (0.4%) Skinest Energia (1.9%) Invenergy (2.7%)
Top 5 (75%) Top 5 (89%) Top 5 (58%) Top 5(42%)

Source: Wood Mackenzie, Company websites, based on total bidmogss, wind, large hydro, and solar capacity
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Forecast

Networks Forecast
The Networks segment income and earnings are regulated by the Lithuanian

regulator, NERC. The most important factors set by the regulator is the regulated
asset base (RAB) and the return (WACC) that is allowed on thénRXdgember
2020, NERC approved thgdated methodology on rate of return on investments
with the followingmain changes:

1 Equity risk premium is fixed at 5.00% (previotisiy measurement was
alternatingand according to latest data by NEG®CL August 2020, it was
3.93%.

1 Optimal capil structure set at 50/50 debt/equity (previously 60/40
debt/equity)

I Possibility to receive additional stimulf investments that contrilite to
the goals of climate change

The updated methodologyill be appliedor the upcoming newegulator period,

which means 2022 for electricity a@@24 for gas-or 2021, the regulator has set the
electricity RAB to EUR 1.414m (growth 0.9%) and the electricity WACC to 5.34% (up
from 5.28% in 2020), which corresponds to a Reasonable (&&B XWACCHf EUR

76m, equal to a growth of 2%. The year 2@82fhe start of a new-§r regulatory

period for electricitydistribution(202226) and we forecast the WACC to be lowered

to 4.25%, which is iline with managemef2 éxpectations of 4.4.5%.Based on our
assumed RAB growth o#86 and WACC of 4.25%, our forecast Reasonable feturn
2022 is expected to decline to EWBRGrom EUR 76m due to the lower WACC, while

we see an increase of 3% in 2023 due to high&. RA

Networks

RAB: Electricity 2019 2020 2021E 2022E 2023E
Electricity RAB (LRAIC) 576 706 671 698 719
Electricity RAB (Historical cost) 651 695 743 773 796
Total Electricity RAB 1,228 1,401 1,414 1,471 1,515
Electricity RAB (LRAIC) share A47% 50% 47% 47% 47%
Electricity RAB (Historical cost) share 53% 50% 53% 53% 53%
Electricity RAB (LRAIC) growth 30% 22% -5% 4% 3%
Electricity RAB (Historical cost) growth 10% 7% % 4% 3%
Total Electricity RAB growth 18% 14% 0.9% 4.0% 3.0%
Networks

WACC: Electricity 2019 2020 2021E 2022E  2023E
WACC: Electricity (LRAIC) 5.04% 528% 534% 4.25% 4.25%
WACC: Electricity (Historical costs) 5.04% 5.28% 534% 4.25% 4.25%
Reasonable return: Electricity (LRAIC) 29.1 37.3 35.8 29.7 30.5
Reasonable return: Electricity (Historical cost 32.8 36.7 39.7 32.8 33.8
Reasonable return: Electricity total 61.9 74.0 75.5 62.5 64.4
Growth 22% 20% 2% -17% 3%

Source: Company reports (historic), Enlight Research (forecast)

Thecurrent 5yr regulatory period for gas ends 2023. For 2021, the regulator has set
the gas RAB to EUR 249m (growth 10%) and the gas WACC to 3.90% (up from 3.84%
in 2020), which implies a Reasonable return (RAB x WACC) of EUR 9.7m, equal to a
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growth of 11%In 2022, and 2023, we assume unchanged WACC of 3.90% which

means our Reasonable return growdiie with the RAB growth of 4% in 2022 to EUR

10.1m, and 2% in 2023 to EUR 10.4m.

Networks

RAB: Gas 2019 2020 2021E 2022E 2023E
Gas RAHistorical cost) 189 227 249 259 265
Total Gas RAB 189 227 249 259 265
Total Gas RAB growth 31% 20% 10% 4% 2%
Networks

WACC: Gas 2019 2020 2021E 2022E  2023E
WACC: Gas (Historical costs) 3.59% 3.84% 3.90% 3.90% 3.90%
Reasonableeturn: Gas (Historical cost) 6.8 8.7 9.7 10.1 10.4
Reasonable return: Gas total 6.8 8.7 9.7 10.1 104
Growth -34% 28% 11% 4% 2%

Source: Company reports (historic), Enlight Research (forecast)

With aboveelectricity and gas RAB and WACC forecasts, our Networks segment RAB

growth is 2.1% for 2021, ane436 for 2022, and 202Bor 2021, theveighed RAB set
by the regulator is 5.12%which we forecast to decline to 4.20% in 2022 and

subsequent years (due to lower electricity RAB).

Our forecasReasonable returrRAB x WACC) is expected to increase by 3% this year

and declinel5% next year due to the lower electricity WATRe negtive WACC
effectin 2022 is offset byigher Other incoméompensation for operating expenses,

compensation for technological losses, supply of last resort & reactive power income

adjustments from prior periodsgsulting in a slight decreaggecline 0.4%f Total
revenuesexcluding TSO revenues and an incréastotal revenues including TSO
revenues (+4%)n the forecast period 20223, Total revenuemcluding TSO pass
through reenuesare expectd to grow by 14% The adjusted EBITDA mgia is
estimated to be stablaround 202@ level of 40%

Networks Total revenues

Key figures 2019 2020 2021E 2022E 2023E
Electricity RAB 1,228 1,401 1,414 1,471 1,515
Gas RAB 189 227 249 259 265
Total RAB 1,417 1,628 1,663 1,730 1,780
Total RAB chg % 20.0% 14.9% 2.1% 4.0% 2.9%
Electricity WACC 504% 528% 534% 4.25% 4.25%
Gas WACC 3.59% 3.84% 3.90% 3.90% 3.90%
Networks weighted WACC 485% 5.08% 5.12% 4.20% 4.20%
Electricity reasonable return 62 74 76 62 64
Gas reasonablesturn 7 9 10 10 10
Networks reasonable return 69 83 85 73 75
Growth 12.8% 20.4% 3.1% -14.8% 2.9%
Other income/costs 179 204 208 219 228
Total revenues excl. TSO revenues 247 287 293 292 303
Growth 11.3% 15.8% 22% -0.4% 3.8%
TSOpassthrough revenues 168 196 194 215 216
Total revenues incl. TSO revenues 415 482 487 507 519
Growth 5806 16.2% 1.0% 4.0% 2.5%
Adjusted EBITDA 181 199 200 202 207
Adjusted EBITDA margin 38.8% 39.8% 41.1% 40.0% 39.9%

Source: Company reports (historic), Enlight Research (forecast)
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Green Generation Forecast

¢ KS DNBSyYy DSy SNI (A glnhgpiice B ¥ebby th@tee ratk& el NA OA ( &
it is unregulated, while the heat priceliithuania is capped at the rate calculated by
the national regulator (NERC). Our forecast is based on below parameters:

1 Average installed capacity in MW in for electricity and heat
9 Electricity and heat generated in TWh per average installed capacity/ in M
1 Combined electricity and heat Revenues per MWh generated

1 Combined electricity and heat Operating expense per average MW installed

We forecast the averagelectricityinstalled capacityo increase by 1% yon-y in

2021 to 1,24MW, while theelectricity generateds expected to increase 82%

(+20% in 2020) to 84 TWh. The substantial increase in capacity and generation in
2021 is due to the commissioning of the Pomerania wind farm in Poland as well as the
Kaunas and Vilnius CHP plants. For the Pomerania wind farm, we forecast 47 MW to
be operating in Q1/21 and thfall capacity 94 MW to be operating by Q2/21. The
Polish inflation adjusted subsidy of PLN 214.98 (about EUR 47.29) per MWh until 2035
secures stable lonagrm cash flows. Althoughjvgn that the Polish electricity price

next yealis expected to baighe than thesubsidyprice, the subsidgan be regarded

as a price floor protecting agairsaiecrease in the Polish electricity price. Most likely,
the actual electricity pricen Poland wilbe higher than the subsidy price. However,
even at the subsidy jme, the Polish wind farm is expected show profitabilitp022,

we foresee the average installed electricity capacity to increa3%typon-y to 1,214

MW, and the electricity generated to increase?¥ yon-y to 176 TWh.For 2021,

we include 19 MW of the Vilnius CHP capaaitgy planned electricity generation
(waste to energy unit) with the remaini@@ MW coming in 2022 when the biomass

unit is expected to be commissioneth 2023,we forecastthe averageelectricity
capacityto increaseby 11%with an electricity generation growth 20%, mainly due

to the commissioning of thielazeikiai wind farm, and the Vilnius CHi#fomass unit

but alsodue to80 MW added wind and solar capacityherethe projects haveyet to

be signed Our forecastlectricity installed capacity of 1.9 GW in 2024 is in the middle

of company® Strategiplan target of 1.8.0 GWthe average 2024 capacity is lower

as some capacity is commissioned during 2024)

Avg. Electricity installed capacity (MW) & generated (TWh)
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EE Electricity average installed capacity (MW)

Electricity generated (TWh)

Source: Company reports (historical), Enlight Reséanatast)
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We forecast the averageea installed capacitjo increase b®5% yon-y in 2021 to
147 MW (increase fronVilniusCHRwvasteto-energy plank, with a matching increase
(+95%)in heat generatedfrom 0.33to 0.64 TWh The strong growth in 2021 is an
effect of the Kaunas CHP operating for theyfedir(commissioned in August 2020
andthe Vilnius CHWasteto-energy plant being commissioned@1/21 In 2022,
and 2023we forecast agrowth in averagstalled heat capagit and heat generated
of 25%(driven byVilnius CHRasteto-energyunit included for thevholeyear) and
46%(driven by Vilnius CHP biomass unit included for the whole, yespctively

Avg. Heat installed capacity (MW) & generated (TWh)
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Source: Company reports (historical), Enlight Research (forecast)

We simplify our forecasting for the Green Generation segment by combining
electricity and heat capacitas well as theenergy generated, which is a bit
rudimentary, but it makes quarterly performance tracking easier as revenues and
profits are not split beveen heat and electricity. For 2021, the average installed
capacity for both electricity and heat is expected to increaskstyyon-y to 1361

MW, and the energy generated (electricity & heat) is expected to increat® by

ony to 2.29TWh. In 2022, we forecast an average capacity increas¥ afnd an
energy generation increase ©2%. In 2023, the corresponding growth figures are
16% (avg. capacity)and 28% (generation) respectively. See abowtectricity and

heat sections for main drivers behind our forecast capacity and generation increases.

Avg. Electricity & Heat installed capacity (MW) & generated
(Twh)
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Generated (TWh)
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Source: Company reports (historical), Enlight Research (forecast)

Enlight Research
Page |20



April 20, 2021 Ignitis Grupe

Our revenue forecast is calculated by multiplying the energy gendigid) by the
selling price per MWh generated in euro to get the generation revenues (including
the Gate fees which are not reported separatdfypy. 2021, we forecast total Green
Generation revenues to increase44#6 yon-y to EUR.28m from EUR 891im 2020.

The increase is driven by an increase in energy generatBth(tanda +6x increase

in wasteGate feesln 2022, and 2023, we forecast Total revenues to increak&by

and 28%, respectively, both {ime with the forecast energy generation increases
(assume unchanged selling priteThe improved adjusted EBITDA margin in the
forecast periodss.2020 from 57% to 60%} driven by increased efficiency.

Green Generation: Electricity & Heat

2017 2018 2019 2020 2021E 2022E 2023E
Installed capacity (MW) 116 116 1,117 1,211 1,397 1,457 1,919
Growth 0.0% 862.9% 8.4% 15.4% 4.3% 31.7%
Installed capacity (MW)average 116 116 1,117 1,170 1,361 1,427 1,653
Growth 0.0% 862.9% 4.7% 16.3% 4.9% 15.8%
Energy generated (TWh) 1.14 1.04 1.13 1.58 2.29 2.57 3.28
Growth -8.8% 8.7% 39.8% 44.9% 12.1% 27.8%
Selling price per MWh generated (EUR) 54.65 75.29 73.45 56.33 56.00 56.00 56.00
Growth 38% -2% -23% -1% 0% 0%
Total Revenues (EURm) 62 78 83 89 128 144 184
Growth 26% 6.0% 7.2% 44.0% 12.1% 27.8%
Whereofestimated Gate fee revenues (EUR 0.0 0.0 0.0 2.2 14.0 14.0 14.0
Total Revenues excl. Gate fees 62 78 83 87 114 130 170
Growth 26% 6.0% 4.5% 31.5% 13.6% 30.8%
Adjusted EBITDA 36.1 38.1 434 50.7 76.9 86.2 110.2
Adjusted EBITDA margin 57.9% 48.7% 51.9% 56.6% 60.0% 60.0% 60.0%

SourceCompany reports (historic), Enlight Research (forecast)

Flexible Generation Forecast

The Flexible Generation forecast is mainly based on the reserved capacity under
agreement with the Transmission Operator (LitGrid). In add@®of January 2020,
revenues and earning®uldcome from the sale of electricity on the fremrket as

the capacity reserved under the Isolated Regime Services agreement (415 MW) can
also be used to generate electricity and sell on the free mattkistglso meanthe
regulated agreement price do not include a reasonable return on RAB).

For the fulyear 2021, weforecast Total revenues for the Flexible Generation
segment to decrease by 4%y to EUR 107m (down from EURm in 2020). The
declining sales growth and margins in 2021 vs. 2020 is dfsvaarablemarket
conditions for theCCGperations(+45m) which was partlpffset by EUR 14min
one-off effects in 2019 that boosted revenuege(expect none of thes® repeat in
2021). For 2022, and 2023, we forecast modest 1% annual sales gWetlorecast
the adjusted EBDOA margin to be stable at arou2d% in the forecast period 2021
23 aswe expect more normal market conditions for the CCGT operaGivesn the
preliminary data(lgnitis GroupJanFeb adj. EBITDA +22ptiblished on 30 March
2021in which the company reportddvourable market conditions for the CCGT,unit
our adjustedrlexible GeneratioBBITDA forecast might be consideredseowative
(see table below for detailed Flexible Generation forecast).
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Flexible Generation

Regulated

Reserved MW 2019 2020 2021E 2022E 2023E
Tertiary Power Reserve Services (MW) 260 475 482 482 482
Strategic Power Reserve Services (MW)

Isolated Regime Services (MW) 415 409 409 409
Total Reserve & Other services (MW) 260 890 891 891 891
Income statement 2019 2020 2021E  2022E  2023E
Revenue per MW reserved est. 0.311 0.095 0.095 0.096 0.097
Revenue from reserved MW (EURm) est. 80.8 84.6 84.6 85.7 86.8
Electricity generated (TWh) reported 0.02 1.20 1.00 1.00 1.00
Revenue per MWh generated (EUR) est. 0.0 22.6 22.6 22.6 22.6
Revenue from electricity sales (EURm) est. 0.0 27.2 22.6 22.6 22.6
Total Revenue (EURM) reported 80.8 111.7 107.2 108.3 109.4
Adjusted EBITDA 22.0 31.8 22.9 23.1 23.2
AdjustedEBITDA margin 335% 28.7% 27.1% 26.9% 26.8%
Growth 2019 2020 2021E 2022E 2023E
Revenue from reserved MW (EURm) 18.8% 4.6% 0.1% 1.3% 1.2%
Revenue from electricity sales (EURm) nm nm -16.8% 0.0% 0.0%
Total Revenue (EURmM) 18.8% 382% -4.0% 1.0% 1.0%

Source: Company reports (historic), Enlight Research (forecast)

Customers & Solutions Forecast

Our Customers & Solutions forecast is based on the number of electricity and gas
customers. Due to the ongoing deregulation of the electricity market, we Kirdsea
number of electricity customers to decline by around 3% annually in the forecast
period 202123. Note that we do not expect the deregulation to affect the profits
negatively, but ratheforecast slightly improved margias the company will be able

to sell electricity at market prices (instead of the regulated lower tariff).

Electricity and Gas supplied 2019 2020 2021E 2022E 2023E
Electricity Supplied (TWh) 5.40 6.37 6.14 5.95 5.76
Electricity (TWh)/Customer (m) 3.27 3.83 3.84 3.84 3.84
Gas Supplied (TWh) 9.83 14.77 1526 15.60 16.08
Gas supplied (TWh)/Customer (i 16.38 24.21 24.23 24.00 24.00
Total TWh supjd 15.23 21.14 21.41 21.55 21.84
Revenues and EBITDA 2019 2020 2021E 2022E 2023E

Revenues (EURm) 522 549 556 559 567

-11.9% 5.0% 1.3% 0.7% 1.3%

Growth
Adjusted EBITDA 10.9 11.0 11.4 11.5 11.6
Adjusted EBITDA margin 2.0% 2.3% 2.1% 2.1% 2.0%

Source: Company reports (historic), Enligesearch (forecast)
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Revenue and EBITDA forecast by Segment

Adding our segment forecasts plus Other segsielimninations, we arrive at our full

year 2021Total revenue forecast of EUR2Z0m, equal to a growth 08.8% Our
estimated 2021 Group adjusted EBITDA is EUR 310m, which is at the upper range of
the adjustedEBITDA guidance of EUR-3@0m (given in the Q4/20 report). For 202

and 2@3, we forecastannual revenue growth of3%, and5% respectively. Our
forecast2023adjusted EBITDA margin is estimated to improv@st6% from 24.5%

in 2022, due to ineased efficiency.

Revenue per segment 2019 2020 2021E 2022E 2023E
Networks 415.0 482.2 487.0 506.5 519.2
Green Generation 83.0 89.0 128.2 143.7 183.7
Flexible Generation 80.8 111.7 107.2 108.3 109.4
Customers and Solutions 522.2 548.5 555.6 559.3 566.7
Revenue bef. Other segm./eliminations 1,101.0 1,2314 1,278.0 1,317.8 1,379.0
Other segments/eliminations -1.7 -8.3 -8.4 -8.5 -8.6
Revenue after Other segm./eliminations 1,099.3 1,223.1 1,269.6 1,309.3 1,370.4
Segment revenue growth 2019 2020 2021E 2022E 2023E
Networks 8.9% 16.2% 1.0% 4.0% 2.5%
Green Generation 6.0% 7.2% 44.0% 12.1% 27.8%
Flexible Generation 18.8% 38.2% -4.0% 1.0% 1.0%
Customers and Solutions -0.6% 5.0% 1.3% 0.7% 1.3%
Revenue bef. Other segm. & eliminations 4.6% 11.8% 3.8% 3.1% 4.6%
Othersegments/eliminations -110% 388% 1.3% 0.7% 1.3%
Revenue after Other segments/eliminations 2.71% 11.3% 3.8% 3.1% 4.7%
Share of segment Revenue 2019 2020 2021E 2022E 2023E
Networks 38% 39% 38% 39% 38%
Green Generation 8% 7% 10% 11% 13%
Flexible Generation 7% 9% 8% 8% 8%
Customers and Solutions 48% 45% 44% 43% 41%
Other segments/eliminations 0% -1% -1% -1% -1%
Total Revenue 100% 100% 100% 100% 100%
Adjusted EBITDA by Segment 2019 2020 2021E 2022E 2023E
Networks 180.5 199.0 200.1 202.5 207.3
Green Generation 43.4 50.7 76.9 86.2 110.2
Flexible Generation 22.0 31.8 22.9 23.1 23.2
Customers and Solutions 10.9 11.0 114 115 11.6
Total adjusted EBITDA bef. Other/eliminatio 256.8 2925 3113 323.2 352.3
Othersegments/eliminations 31 -0.9 -1.3 -2.0 -6.0
g‘:ﬁrﬁﬁﬁi E;'TDA after 259.9 291.6 310.0 3212 3463
Adjusted EBITDA margin by Segment 2019 2020 2021E 2022E 2023E
Networks 38.8% 39.8% 41.1% 40.0% 39.9%
GreenGeneration 51.9% 56.6% 60.0% 60.0% 60.0%
Flexible Generation 33.5% 28.7% 21.4% 21.3% 21.2%
Customers and Solutions 2.0% 2.3% 2.1% 2.1% 2.0%
Total adjusted EBITDA 22.6% 24.8% 24.4% 24.5% 25.5%

Source: IPO prospectus (historic@)mpany reportsEnlight Research (forecast)

Enlight Research
Page |23



April 20, 2021 Ignitis Grupe

Group forecast

Belowis ourlncome statemenforecastaccording to reported profit lines (as opposed
to adjusted).See segmentforecast for adjusted EBITDAestimates The biggest
difference between reported and adjusted figures is thatadjusted figures reveal
an underlying positive earnings trend, while reported figures depitteaanings
decline in 2021 vs. 202@ue to oneoffs). We believe adjusted figures ameost
important as the dividend pajout is more dependent on adjusted than reported

figures.

Income statement (EURm) 2019 2020 2021E 2022E 2023E
Total Revenue & Other income 1,099 1,223 1,270 1,309 1,370
Purchase of electricity, gas for trade 127 -703 -768 -783 -818
Salaries and related expenses -87 -93 -105 -112 -117
Repair andnaintenance expenses -30 -34 -38 -40 -41
Other expenses -49 -56 -64 -66 -69
Total expenses -892 -886 -975 -1,000 -1,045
EBITDA 207 337 294 309 325
Depreciation and amortization -110 -113 -121 -126 -130
Yr\]ltgts-g(?ffs, revaluations PP&E, 14 8 10 8 "
Revaluation of emission allowances 0 -3 -3.0 -3 -3
EBIT 83 215 160 172 186
Financial net -17 -20 -20 -22 -25
Pretax profit 66 195 140 150 161
Curent e come s w @ ow
Deferred income t_ax 0 14

(expenses)/benefit

Minority -2 1 1 0 0
Net profit (loss) 57 170 129 137 148
Sales growth 2019 2020 2021E 2022E 2023E
Total revenue growth-dn-Y 2.7% 11.3% 3.8% 3.1% 4.7%
Margins (on Net sales) 2019 2020 2021E 2022E 2023E
EBITDA margin 18.8% 27.6% 23.0% 23.5% 23.6%
EBIT margin 7.6% 17.6% 12.5% 13.0% 13.5%
Pretax margin 6.1% 16.0% 11.0% 11.4% 11.7%
Net profit margin 5.2% 14.0% 10.1% 10.4% 10.7%
Reported vs. adjusted 2019 2020 2021E 2022E 2023E
EBITDA reported 207 337 294 309 325
EBITDA adjusted 260 292 310 321 346
EBIT reported 83 215 160 172 186
EBIT adjusted 135 169 186 195 209

Source: Compamngports (historical), Enlight Research (forecast)
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Dividend forecast
Ignitis Goup dividend policy states the following:

1 Fixed starting dividend for the year 2020 will be EUR 85m (1.14 per share).
Out of this EUR 42m (0.57 per shavappaid to the main shareholder
(Lithuanian state) before the IPO, leaving EUR 43m (0.58 per share) to be
declared for the second half of 20gfaid out in spring 2021).

1 Starting from 2021, the minimum annual dividend growth rate shall be 3%
based on the EUR 85m (1.14 per share) declared in 2020.

We assume the targeted dividend of EUR 0.58 per share will be declared for H2/20
implying adividend yield to IPO investors 08%. Note that IgnitiSroupwas listed

on 7 October so the annualized dividend is more than the simple 2.8% calculated yield
(pay-out date is not set yet). We forecast the dividend growth rate t6%en 2021,

and 2022, and 4% in 2028esulting in a yield of 58.4% in the forecast period, or
5.0-5.4% adjusted for Lithuanian dividend withholding tax.

Dividend per share & yield

(EUR) 2019 2020 2021E 2022E 2023E
PrelPO dividend per share 0.52 0.57 na na na
PostIPO dividend per share 0.00 0.58 1.20 1.26 1.31
Total dividend per share 0.52 1.14 1.20 1.26 1.31
Total dividend per share growth 115.4% 121.8% 5.0% 5.0% 4.0%
PostIPO dividend yield 0.0% 2.8% 5.9% 6.2% 6.4%
Total dividengjield 2.5% 5.6% 5.9% 6.2% 6.4%

Source: IPO prospectus (histofarecast for 2020), Enlight Research (forecast), dividend yield is based on
share price of EURD35.

Investment forecast
Our investment forecast of EUR 1.7bn for 202 is in the lower range of the

investment plan given in th8trategic Plan 20224 (EUR T7-2.0bn). In addition to
the EUR 450m raised in the IPO, we expect the investments to be financed by different
sources including own cash flow, bank loans, bonds, ardioselfl of assets.

Investment forecast

Total
(EURm) 2019 2020 2021E 2022E 2023E 2024E  202124E
Networks 179 141 224 230 200 179 833
Green Generation 254 197 210 220 203 200 833
Flexible Generation 1 2 2 4 6 17
Customers and Solutions 3 2 2 2 2 8
Other 17 6 6 6 5 5 22
Total investments 453 347 444 462 415 392 1,713

SourceCompany reports, Strategic Plan 2@2!] Enlight Research (forecast)
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Company description

History

In 1995 AB Lietuvo® Y SNBA 2 6+ a Saidl o a
St SOGNRAROAGE (GNIyavyAiAaarzy FyR R
electricity and heat generation assets.

—n
>

KSR® ¢KA& [/ 2YLI Y
A&dGNROdziA2Y ySig

In 201Q the Lithuanian government approved the energy sector reorganigaition
GKFG gAff AYLESYSYyd GKS LINRPGAaAAZYya 2F 9! Qa Aa¢KA
separation of distribution and transmission assets. In the following years-12p11

the electricity distribution network is put into the company Lesto, the elé@gtric
generation assets is put into the company Lietuvos Energija Gamyba (not to be
confused with the holding company Lietuvos Energija UAB), the electricity
transmission network is put into the company LitGrid, and the gas distribution
network and supply iput into Lietuvos Dujos. Both Lesto and Lietuvos Dujos were
listed on the Nasdaq Vilnius Stock Exchange as part of privatization programs from
the time when Lithuania became independent from the US8&f(bat was minimal

at arounds%).

In 2016 the electricity (Lesto) and gas distribution (Lietuvos Dujos) companies are
merged into newly established ESO, resulting in the current structure of the Networks
segment.The newly formecelectricity & gas distribution company, ESO, and the
electricty & heat generation company, Lietuvos Energija Gamyba (@G&d)isted

on the Vilnius stock exchange (with minimum free float aroub&3R The State
owned holding company Lietuvos Energija WaBthe principalowner of both ESO
andLietuvos Energija Gamyba.

In 2018 the Company adopts its strategy for 2030 with the aim to incrgeesen
generation capacity, expand operations in international markets, and develop and
introduce innovations in the energy sector. Consequently, the Gaogpires two
additional wind farms (in addition to the two wind farms acquired in 2016) and as a
wind farm development project in Lithuania.

In 2019 the Lithuanian Ministry of Finance set up a working group to assess the

D NR dzLJ&eérm fingnyirdg) altanatives including both equity and debt finanging

GF1{Ay3 Ayli2 O2yaAiARSNIGAZ2Y (GKS DNRdzZIQ&a 3INRBgGK
Independence Strategy, shareholders, as well as local capital market development.

The legal name of the Company is changed frotauds Energija UAB to UAB Ignitis

Group The process of delisting the shares of the subsidiaries ESO and Lietuvos

Energija Gamyba (Ignitis Gamyba) is initiated.

In 2020 the recommendation of the working group formed in 2019 was that an IPO

of the hotling company (Igniti&roupy ¢ 2dzf R 6S&0 &adzLILI2 NI GKS O2 YLy
strategy. Consequently, the Group starts preparing for the IPO of the holding

company UAB Ignitis Grupe. The delisting of ESO and Lietuvos Energija Gamyba (Ignitis

Gamyba) was comgkd in July 2020. In October 2020, the biggest ever IPO in the

Baltic region was completed raising EUR 450m for I@ritisp resulting in a free

float of 26.9% spread over more than six thousand retail and institutional investors.
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Business segments
To align the reporting segments with the lelegm 2030 strategy, the company

formed the following segments in 2020: Networks, Green Generation, Flexible
Generation, and Customers & Solutions. Réyeperformance and financial indicators
are reported by segment on a quarterly basis

& @

Networks Green Generation Flexible Generation Customers & Solutions
Adijusted EBITDA, EURm Adijusted EBITDA, EURm Adijusted EBITDA, EURm Adijusted EBITDA, EURm
199.0
180.5
68% 17% 11% 4%
of Group's 434 507 Of Group's Of Group's Of Group's
Adjusted o Adjusted 22.0 3.8 Adjusted Adjusted
EBITDA . . EBITDA EBITDA 109 11.0 EBITDA
< < I o
2019 2020 2019 2020 2019 2020 2019 2020
Revenue EURm. . ___ o o 4822 Revenue, EURm. __ - 89.0 Revenue, EURm._ o 1T Revenue, EURm o 5485
Adjusted EBIT, EURM. ............. 115.3 Adjusted EBIT,EURM. .............. 334 Adjusted EBIT, EURmM. ... ........... 20.2 Adijusted EBIT, EURmM_................ 7.0
Investments, EURm ... . 1406 Investments, EURm ... ... 197.0 Investments EURm ...._........... .. 15 Investments EURmM ... ... 22
Netdebt EURmM................... 680.7 Netdebt EURM.................... 3524 Netdebt EURmM.................... (40.2) Netdebt EURM....._............... 294
AR
P
Gy
s P
o
F4

Source: Compar3020Annual report

Networks segment

The Networks segment is the electricity and gas Distrib@®ystemOperator ([30)

in LithuaniaElectricitydistributionentailsconverting highvoltage electricity from the
CNI YAYAEAAAZY G[LASIND NIR2REED loyeStilfadnesNektricity and
distribute to endusers through its medium/lowoltage distribution power line
YySGig2N)l @ ¢KS bSig2N) Qopols &y Seftiicitykamddgas |
distribution market in Lithuania i.e., there are no other national competing networks.
l'a adzOKX (GKS aS3vySyidQa 2LISNFrdA2ya | NB Fdz f &
regulator, NERC (National Energy Regulatory @punc

Y I Gdz2NF £ Yz

NJS 3

NetworksKPls

Given that the allowed return is based on the regulated asset base (RAB), the most
important Key performance indicator (KPI) for the Networks segment is approved
investments by the regulator as this will increase the RAB on which the allowed return
(WACC])s based on. In the lorigrm (56 years), RAB should increase according to
investments minus depreciation. The second most important KPI for the segment is
approved operating expenses as this is part of the allowed income. When determining
the allowed opeating expenses, the regulator focus is on efficiency (according to the
LRAIC model commonly used by regulators). This means that if e.g. a substation is
underused (compared to a benchmark), the approved operating expenses will be
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lower.In December 2020NERC approved the updated methodology on rate of return
on investments with the following main changes:

1 Equity risk premium is fixed at 5.00% (previously this measurement was
alternating and according to latest data by NERC on 1 August 2020, it was
3.93%.

1 Optimal capital structure set at 50/50 debt/equity (previously 60/40
debt/equity)

1 Provided possibility to receive additional stimulus for investments that
contribute to the goals of climate change

The updated methodology will be applied for the upcamiew regulatoy period,
which means 2022 for electricity and 2024 for gas2021, the approved WACC for
electricity and gas arg.34% (2020 5.28%), and 3.90% (2020%)34espectively.
Post 2021, the expecteaveighted WACC is 4405%, according to the new

methodology.
Implied longterm RAB increase
(EURm) 2017 2018 2019 2020
Investments 227 270 179 141
Depreciation 8Amortization 72 78 85 90
Implied longterm RAB increaggnvestments less Depr. & Amdrt. 154 193 94 51

Source: CompanyO prospectus, Company reports

Approved WACC and regulatpsriods

Approved WACC &
Electricity Gas
2020: 5.28% 2020: 3.84%
2021: 5.34% 2021: 3.90%

Post 2021: expected 4.0-4.5% according to the new methodology

46 17 48 9 ‘20 ‘21 ‘22 ‘23 ‘24 ‘25 ‘26 ‘27 ‘28
2016-2021 2022-2026
Current regulatory period . New regulatory period

& 2019-2023 2024-2028
Current regulatory period New regulatory period
SourceCompany Strategic Plan 2624

Networks Business model

¢KS bSig2N1a aS3aySyidQa odzarySaa Y2RSt Aa ol asSRr
the regulatory asset base (RAB). The RAB and the WACC is set by the regulator at the

beginning of each year. In 2021, the set RAB increase is 24%tg EUR 1.7bn,

while the weighted WACC increased to 5.14% from 5.08%.

In addition to a reasonable return on RAB, the Total allowed income should cover the
following costs: Depreciation & amortisation, Operating expenses, and Technological
losses. For electricity distributidhg allowed income level is reduced by the revenue

earned from Supply of last resort & reactive power. As the allowed income is set by
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the regulator, the Network segment has no volume risk i.e., if volumes are lower than
planned, the segment is compensairduture periods and vice versa.

For investors, the adjusted EBITDA is more important than the Total income level as
it better reflects the cash flow available to shareholders i.e., it does not include
significant cost compensation lines such as Compensation for operating expenses and
Conpensation for technological losses that are part of the Total allowed income.
Adjusted EBITDA is calculated as follows:

Adjusted EBITDA #vestmentAllowed return (RAB*WACCY Depreciation &
Amortization+ Fees for new connections and upgrades and electricity equipment
removal covered by clients

Networks adjusted EBITDA 2017 2018 2019 2020
Investment return (RAB*WACC) 52.6 60.8 686 82.7
Depreciation & amortization 74.4 81.6 89.1 895
Fees covered by clients* 19.8 23.5 26.6 26.3
Other 4.1 2.9 -3.8 05
Adjusted EBITDA 150.9 168.8 1805 199.0
EBIT adjustments -50.2 -57.3 -89.7 -83.7
Adjusted EBIT 100.7 1115 90.8 115.3

Source: Company IPO prospectus

TheNetworks segment also collect the tariffs for Transmission Network services that
it forwards to the TSQitGrid at zero margin. Therefore, the total reported sales are
significantly higher than the regulated sales (Total allowed income level). However,
given that TSO revenues are only pdssugh revenues, the sales of the Networks
segment can be regarded as fully regulated, which means the visibility and stability of
the segment is high.

Networks Business model

Allowed return
RAB x WACC

Add:
21% Income* § .
Profit deficit
_ previous
Allowed compensation periods
for Technological losses
13% Income* Less:
Last resort
Allowed compensation for Depreciation & Reserve
Amortization revenues
26% of Income* Profit excess
previous
periods

Allowed compensation for Operating Expenses
39% of Income*

Passthrough revenues to Transmission operator

Source: Enlight Research, Company reports, *Share of Total allowed income before adjustments for Last resort supplycess/pesits, and pass
through TSO revenues
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Networks Total income components

Electricity Gas Total
(EURmM) 2020 2020 2020
Reasonable return (RAB x WACC) 74 9 83
Depreciation & amortization 80 10 90
Operating expenses 107 24 131
Technological losses 42 4 a7
Supply ofast resort & reactive power income -14 0 -14
Excess profits/compensation for loss, prior periods -40 -10 -50
Total allowed income level 250 37 287
Passthrough revenues to the TSO 196
Total revenues 482

Source: Company IPO prospectus

Networks Total RAB & Weighted WACC

2,000 5.20%
5.10%
1,500 L/
_ 5.00%
£ 3
Z 1,000 4.90% <
w =
4.80%
500
4.70%
0 4.60%
2018 2019 2020 2021
mmm Networks Total RAB Weighted WACC
Source:
Company IPO prospectusveighted electricity & gas WACC
NetworksAssets

The main assets of the Network Segment are the electricity and the gas distribution

YSGg2N]l ® ¢KS O02YLI yeQa St S610sknaiiods RAZGNROdzIA2Y
Ffyz2ad Ftf O2yadzYSNB Ay [AGKdzZ yAl® ¢KS O2YLI ye
approximately §90kmand has about B1 thousandconnection points.

Network Segment main assets 2019 2020
Electricity distribution networighous. km) 125.50 126.11
Gas distribution network (thous. km) 9.48 9.69

Source: IPO prospectus

Green Generation segment

¢tKS DNBSYy DSYySN}IiGA2y &aS3YSyid 2LISNIYGS FyR RS@St 2
generation assets (wind, hydro, wasteenergy, biomass, solar). Today, the portfolio

consists of eight operating assets and three development assets that are expected to

increase the capacity by one third from 651 MW by the end of 2020 to 1,070 MW by

the end of 2024 (our estimate excluding 900 MW Kruonis capacity reserved for TSO

secondary power reserve). The main contributors to the increased capacity are the

Pomerania winfarm in Poland and the Vilnius CHP (Combined Heat and Power) plant

that are expected to add 94 MW, and 92 MW, respectively during-2021

Green Generation KPIs

The main Key Performance Indicators (KPIs) for the Green Generation segment are
installed @pacity, capacity under development (pipeline), and the energy sold as
measured in TWh (depends on the efficiency of the installed capacity).
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Source: Company IPO prospecttslight ResearchKruonis capacity is 900 MW whereof hateserved
for TSO secondary power reserve
The energy generated (both electricity and heat) in TWh increased by 41% in 2020
which was mainly due to higher generation within the hydro portfolio where the
Kruonis PSHP increased its electricity generatimneythird. The commissioning of
the Kaunas CHP as well as higher load factor in the existing wind farm portfolio also
contributed to the increase in generated electricity in 2020. The 18% decline in TWh
generated in 2018 was due to repair works and unfeatnle weather (2018 capacity
increase of 3% is a bit misleading as the capacity was added at the end of the year).

Green Generation segment KPIs

2017 2018 2019 2020

Total capacity (MW) 1,083 1,117 1,117 1,211
chg % na 3.1% 0.0% 8.4%
Energy generated (TWhyearto-date 125 1.05 1.13 1.58
chg % na -7.9% 7.6% 39.8%

Source: Company IPO prospectdsmpay 2020 Annual report

Green Generation Business model
The Green Generation Business modeuik to address the following challenges:

1 Overcome thdnitial investment hurdleo expand the renewable capacity.
This is done with the help of government subsidies, government backed
loans, EU support, commercial loans, capital markets (equity, bamds),
own cash flows from regulated activities.

1 Maximize efficiencpy producing as much electricity and heat as possible
given the installed capacity, at minimum costs. This is done by calibrating the
energy generation plants, minimizing expenses, andmighg the
maintenance investments. Note that there are also efficiency parameters
GKIFG FNB 2dzi 2F GKS O2YLIl yeQa O2yiNRf fA1S !

1 Maximize energy selling prié&'hile the market price of e.g. electricity is out
2T GKS 02 YL}l yiedyaby Qakétiphiicipants),atte timing
(when during the day, week, to sell) and the type of sale (direct agreement
gAGK 1 NBSNI Of ASyis 2y SEOKIyYy3IS0 A& 6AGKAY |

1 Enablerenewable capacity expansidn meet the 2050 target of zero
emission (renewable electricity capacity currently under construction
correspond to a capacity expansion of 36%).

Enlight Research
Page |31



April 20, 2021 Ignitis Grupe

1 Optimize distribution of Proceed$his means distributing the proceeds
from energy sales and partial divesints (seldown) of a plant between re
investments, and financial stakeholders (equity & bond holders, banks).

The Customer & Solutions segment plays a key part in the expansion part of the
business model as it can ensure that the electricity generfitmd the newly
developed projects is sold through Power Purchase Agreements (PPAs). This is even
more evident given that the Customer & Solutions segment consistently sells more
electricity than the Green Generation segment generates. In 2020, the Custome
Solutions segment had an electricity deficit 8 BAhexcluding opportunistiassets
Elektrenaiwhich accounted for half of the totgenerated volumeand Kruonisvith

one third of total generation in 2020 his deficitcan be compared to the Green
DSYSNI GA2y deSriieXpSaed dgederalos froMhew projects of 1.09 TWh
meaning the expected generation from developments under construction covers only
about one fifth of the deficitSee Customer & Solutions segment for more details on
electricity deficit.

Green Generation Business Model

Zeroemissions by 2050

Renewable capacity Non-controllable

Non-controllable

expansion ) Market price
Hydro, Wind, Solar, Biomass wind, sun, water level Proceeds
- Energy Sales
Investment Hurdle Eiietamesy Cis:; :iltzw
Govt’ bGa(c)kVtedsluobasrl\:l(eEslB etc.) Co'n trol!able Tfr:noi:g?)lflas‘:::s Sell-down
Support Cal{brat|on, CPEES Type of sale (PPA,

I ay pp maintenance ’ Dividends &
ommercial loans wholesale) lvidends
Capital market Debt service
Own cash flows

holders, Banks
Re-invest
Source: Enlight Research
Green Generation assefel\W) 2019 2020
Kruonis PSHP* 900 900
Kaunas HPP 101 101
Total Hydro 1,001 1,001
chg % 0% 0%
Eurakras 24 24
Vejo gusis 19 19
Tuuleenergia 18 18
Vejo vatas 15 15
Pomerania WP 0 0
Mazeikiai WP 0 0
Total Wind 76 76
chg % 0% 0%
Polish solar portfolio | 0 0
Total Solar 0 0
chg % n.a. n.a.
Kaunas CHP 0 24
Vilnius CHP 0 0
Total CHP & Biomass 0 24
chg % n.a. n.a.
Total electricity capacity 1,077 1,101
chg % 0% 2%

Source: Company IPO prospectus, Company Str&legi?02124, *Kruonis capacity is 900 MW whereof haleiserved for
TSO secondary power reserve
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Hydroelectric plants Currently, the Green Generation segment operates two
hydroelectric power plants with a total capacity of 551 MW regmésg around 80%

2T GKS &aS3YSy TkeeaKrudnd @SHPumPdd ISlorgk éHydbelectric
Power Plant) has a capacity of 900 MW whereof half is reserved for the Transmission
hLISNI G2NR&a O0[ AGDNARO &aSO2yRIFNE LI226SNI NBaSNBS oA
it cannot be used to produce electricity to sell om timarket. The Kaunas HPP
(Hydroelectric Power Plant) has a capacity of 101 MW and produce 40% of all
renewable energy generated in Lithuania.

Wind farms The segment operates four wind farms (3 in Lithuania, 1 in Estonia) with

a combined capacity of 76 MW¥presenting around 10% of the Green Generation

asS3aySyidQa dG2aGFt OF LI OAPordesanidwind farim Poléhd & &SI NE (KS
is expected to be commissioned, which will more than double the wind capacity from

76 MW toup to 170 MW. The Pomerania wifarm will be under the Polish subsidy

program that guarantees an inflation adjusted electricity selling price of PLN 214.98

(approx. EUR 48.46) per MWh until the end of 2035. In 2023, the 631ak&ikiai

wind farmis expected to be commissioned. Thereassubsidy program for the

Mazeikiai wind farm, but it is expected to operate profitably from start.

Combined Heat and Power plant® August 2020, the segment commenced
operations in its newly buiKaunas CHEombined Heat and Power) plant with 24
MW electrical capacity and 70 MW heat capacity. The plant is a joint project with
Fortum whereby Igniti&Sroupowns 51% and Fortum 49%. It is expected that the
Kaunas CHP plant will generate approximately 40% oetteneeded in the Kaunas
district and produce electricity for 100,000 households Viilmus CHRJ | y i Qa o6 &40 S
to-energy unit it expected to commence according to plan in Q1/21, while the
biomass unit is delayed one year until Q4/22. The wasemergyunit represent

more than half of the capacity. When operating at full capacity (expected in end of
2022/beginning of 2023), the Vilnius CHP plan has 92 MW electrical, and 229 MW
heat capacity, which will supply nearly half of the district heat in the ozgital,
Vilnius, and electricity to approximately 230,000 households. The group intends to
sell down up to 49% of the Vilnius CHP following completion, which is a requirement
due to EU support for the project.

Biomass boiler hous@he Biomass boiler iinproduce heat (40 MWth capacity)
through the combustion of wood chip, straw, and pellets. It is part of the Elektrenai
Complex that also hosts the Flexible Generation assets (see Flexible Generation
segment below).
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FlexibleGeneration segment
The Flexible Generation segment with its Elektrenai Complex provide reserve power

to the Transmission Operator (LitGrid) to ensure the stability and security of

[ AGKdzZE yAlF Qa St SOGNROAGE aeads vidryRoke8 NBa SNBSS &SN
Reserve Services, and Isolated Regime Services. Currently, the Company provides the

full capacity 482 MW of Tertiary Power Reserve Services that the Transmission

Service Operator (LitGrid) needs. Given the number of potential suppliers, at least half

of the Tertiary Power Reserve Services needed, will have to be bought from Ignitis

Group With regards to Isolated Regingervices, the capacity provided by the

Company is equal to 67% of the total Isolated Regime Service market.

Flexible Generation services are largely regulated in the sense that most of the

revenuét YR SIENYyAy3aa IINB o0FaSR 2y (KS NBaSN®BS OF L
power grid is synchronized with the European electricity network, the reserve services

program will be phased out (expected to happen by 2026). The Company does not

expect a sigficant decline in revenues and EBITDA due to the phase out as it may

potentially lead to the new market opportunities.

Flexible Generation/{s

ForTertiary Reserve Servicéise main Key Performance Indicator (KPI) is the amount

of reserve power that can be provided for service (in MW) and the ability to offer this

NBEEASNIBS LIRoSNI G Fy FGGENI OGAGS LINROS (2 6Ay GfF
(LitGrid) public procurement ations (held annually). In practice, this means keeping

GKS CftSEAO0ES DSYySNIidGAzyQa 9tSTONBYLFA [/ 2YLX SE A
auction. The price cap set by the regulator (NERC) is based on a reasonable return on

RAB, however, there is no direct S G 6 SSy (GKS Ct SEA0fS DSYSNI GAzZ2Yy
asset base and the allowed return (like it is for the Networks segment). Therefore,

there is no direct incentive nor need to increase the regulated assets base of the

Elektrenai complex.

Forlsolated Regime Sdces the main KPI is efficiency in terms of keeping operating

expenses at a level where it can keep the service agreement with the Transmission

Service Operator (LitGrid). A reasonable return on the regulated asset is not part of

the IsolatedawSIAYS { SNBAOSaAaQ LINROS Ol LJ AdSds (G(KS NBI &;
from the market by generating and selling electricity. Hence, the ability to sell

electricity at the highest price possible and buy gas at the lowest price possible is an

important KPI.

Flexible Generation KPIs

(MW) 2017 2018 2019 2020 2021
Tertiary Power Reserve capacity under Agreemel 484 260 260 475 482
Estimated market share 100% 55% 55% 100% 100%
Isolated Regime Services capacity under

Agreement* 371 212 0 415 409
Estimated market share 60% 34% 0% 67% 67%
Total capacity under Agreement 855 472 260 890 891
Estimated market share 78% 43% 24% 81% 81%

Source: IPO prospectus, Enlight Research (estimated market, $hareyears 2017 and 2018, the Isolated Regime
Services figures represent Strategic Power Reserve.
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Flexible GeneratioBusiness model

For Tertiary Reserve Servicaghe pricecap set by the regulator (NERC) generally
covers all expenses related to the provision of the service including depreciation,
amortization plus a reasonable return on RAB. As such the revenue for Tertiary
Reserve Services is based on reserved capacityr rithn the actual amount of
electricity generated. The Tertiary Reserve service has no exposure to gas prices as
this cost is passed on to the Transmission System Operator (LitGrid).

For Isolated Reserve ServicéBe price cap set by the regulator (NEB&)erally

covers all expenses related to the provision of the service including depreciation,

amortization, while the return on investment must be earned in the market
ORAFFSNBYOS (2 ¢SNIAFNE wSaSNWUS { SNDAOSa0 P ¢KAA
is available to produce electricity to be sold at market prices. Electricity in the CCGT

will only be produced if it is deemed profitable which depends on the price of

electricity (output), gas (input), and emission rights (as gas produced electriotty is n

CO2 neutral). Hence, the Isolated Reserve service is exposed to gas prices. In general,

higher electricity prices and lower gas prices will be favourable for electricity

production.

Flexible Generation Business Model

Tertiary Reserve Isolated Reserve

Allowed return
Generated electricity sold ol
open market

Allowed return
RAB x WACC

Allowed compensation for Depreciation & Allowed compensation for Depreciation &
Amortization Amortization

Allowed compensation for OperatiEypenses Allowed compensation for OperatiEgpenses

Capacity under Agreement

Source: Enlight Research

Flexible Generation Assets

Theunits 7 and 8 of the Elektrenai Comp#ex two gadired reserve power units
with an installed capacity of 300 MW each. Together, they form the tertiary power
reserves. The tertiary power reserve must be capable of activaiithin 12 hours
upon request from the Transmission Operator (LitGrid).

Combined Cycle and Gas Turbine (CCGT)fuhi# Elektrenai Complex has a capacity
of 455 MW whereof 370 MWas allocated to Isolated Regime Serviae020
together with 45 MW from unit 8 thavasnot reserved for tertiary power reserve
servicesn 2020.

Enlight Research Page |35



April 20, 2021 Ignitis Grupe

Elektrenatomplex
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Customer and Solutions segment
The main activity of the Customer and Solutions segment is to purchase and sell

(supply) electricity and gas to households (B2C) and businesses (B2B). The segment

also conducts trading activities to e.g., to hedge sold electricity, and trade to make a

profit on its own account (the proprietary trading book is minimal with maximum

value at risk of EUR 2.5m). The Customer and Solutions segment is also responsible

F2NJ 6KS DNRdAzZLIQA Ayy20F A2y LERNIF2fA2 6KAOK AyOf
charging shutions for vehicles and houses, as well as payment platforms for clients.

Customer and Solution&Pls

The main Key Performance Indicators (KPIs) for the Customer and Solutions segment

are the number of customers, and the energy supplied in TWhel@tkeicity and gas

LINAOSa FNB Ffa2 AYLRNIIydGsS odzi AG Aa 2dziaiARS 27F

Cust. & Sol.: No. of customers (m) and Energy supplied (TWh)

2.275 25.00
2.270

20.00
2.265
2.260 15.00
2.255 10.00
2.250

5.00
2.245
2.240 0.00

2019 2020
mm No. of customers (m) Energy supplied in TWh

SourceCompany IPO Prospectus
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Customer& SolutionsBusiness model
The Customer & Solutions segment buys electricity or gas from prodamers

package it into attractive offers (pricing, invoicitigt are soldo end clients (B2C
B2B). Purchasing can be datieectly with a producethrough private purchasing
agreemeniPPApPr on an electricity or gas exchange.

The key for the Customer arblutions segment is to retain and/or increase the
number of electricity and gas customers as this should increase the volume of energy
sold. The ongoing gradual-degulation of the electricity market will most likely lead

to a decrease in the number ofients i.e., the challenge will be to minimize the
decrease in number of clients when customers are free to choose supplier and the
regulated electricity price is phased out

Customer & Solutions Business Model

Purchase

Sell electricity/gas to
end-clients (B2C, B2B)

Package into attractive

electricity/gas from offers

producers

Source: Enlight Research

The Customers and Solutions segment is a key component in the Green Generation
a48S3ySyiliQa odzaAySaa Y2RSt yR @A0S @GSNHEI® ¢KS
supplied (sold to clients) is significanthore than what the Green Generation
segmentgenerates leaving a deficit that must be bought/hedged in the market. For
example, in the last two years, the deficit has been aréi8#l4 TWh. The Customer

and Solutions segment would become more competitive -ifoilse generation
capacity increased. Also, the risk in the new Green Generation pipeline is decreased
by the assurance of-imouse demand. The expected annual electricity generation of
the nearterm Green Generation pipeline is 1.09 TWh, which covers around one fifth
of the current deficit i.e., there is room for further electricity generation
development.

Customer & Solutions electricity deficit

(TWh) 2018 2019 2020
Electricity supplied 5.40 5.40 6.37
Electricity generated 1.01 1.06 0.53*
Electricity deficit sourced externally 4.39 4.34 584
Expected generation of Pomerania wind farm 0.33 0.33
Expected generation of Mazeikiai wind farm 0.17 0.17
Expected generation of Kaunas CHP 0.17 0.17
Expected generation of Vilnius CHP 0.43 0.43
Total neasterm (202623) pipeline generation 1.09 1.09
Electricity deficit after neaeerm pipeline generation 3.25 474

SourceCompany IPO Prospectus, Comp2080 Annual report, *excluding opportunistic assets Elektrenai, and
KruonisPSHP
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Management and Supervision

Management Board

The Management Board consist of five members who serve for peffiodraofears.

The Management Board members elects the chairperson of the Management Board
who is also the CEO. The Management Board members are:

Darius Maiksteng<hairman of the Board, CEducation: Harvard Busine&ghool,

General ManagemerRrogram; Baltic Management Institute, Executive MBA degree;

YIEdzyl & | YADBGSNEAGE QegreednBasiagd@rhirdsHadionh.Place OK St 2 NWa
of employment, position: AB Energijekirstymo operatorius, Chairmarof the

Supervisorypoard, Eurelectric, maber of the Board.

Dr. ZivileSkibarkieneMember of the Board, Organisational Development Director

Education: Mykolas Romeris University, Faculty of Law, Doctoral degree in Social

Sciences Field of Law; Vilnius University, Faculty ofalawa 4 SNDa RS3INBS Ay [ &
University of Oxford, Oxford Executive Leadership Programlaee of employment,

LRaAGAZ2YY 1. LIYyAGAA INUzLITA LI GHoardlzZ3e& OSYy G NI az
1. 9t STUNRYAYA&e Y21Te2AYe | IS¢Ganybay aSYOSNI 27
Member of the Supervisory Board.

Darius Kasauskaslember of the Board, Finance and Treasury DireEttucation:

ISM University of Management and Economics, Doctoral stndies field of

Economics; ISM University of management and Econamicsi 6 SNQ& RS3INBS Ay
albylr3ISYSyuT zAftyAdza | yAOSNHdedZ al aGSNRa RSINBS
employment, positionSupport Fund, member of the boariB Energijos skirstymo

operatorius, Member of the Supervisory board.

Vidmantas SalietisMember of the Board Commerce and Services Director

9RdzOI GA2YY {iG201K2tY {OK22t 2F 902y2YA0& AYy WA:
Economics and Business administration. Place of employment, position: UAB Ignitis,

Chairman and member of the Supervisory Board; UAB and JURAES { G NR Y A Y A &
Y21T2AYa& F3SyGdnNI s aSYoSNI 2F GKS . 2FNRT b¢ I R
UAB Gamybos optimizavimas, Member of the Board.

Dominykas TuckuMember of the Board, Infrastructure and Development director

Education: L. Boccohi Yy A GSNEAGe oLlGFfeos alaidiSNDRa RS3INBS .
''YAOGSNEAGE oLGFfe@ozr . I OKSft2NNRa RSINBS Ay . daAAy
Place of employment, positio®B Ignitis Gamyba, Chairman and member of the

Supervisory boardUABIgnitis, Memberof the Supervisory Board; UAB Vilniaus
123SYSNIOAYT 2T3FAYTZ /KFEANYIFEY FYR YSYOSNI 2F (K
Member of the Board; SmartEne@ydzy R Y -. X LI26SNBR o0& LIYyAlGAAa DNERc
the Advisory Committee.
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Supervisory Board

The Supervisory Board consist of seven 4#e@ecutive members whereof five are
independent and two are nominated by the principal shareholder (Lithuanian
Ministry of Finance). All Supervisory Board members are elected for a period of four
years by the General@éting. The Supervisory Board members are:

Darius Daubaradgthairman, independent member (since 30/08/2Q1Eyucation:

' YAGSNEAGE 2F /I YONAR3ISTE aladSNRaE RS3INBS Ay Ly
Pennsylvania, USA, BusinesRYA YA &GN GA2y al aidSNRa 5S3INBS Ay
and business managemehty A SNBRAGE 2F 5SYy@SNE ! {! 3z . I OKSft 2N
Administration;Place of employment, position: Senior Executive in Strategic Finance

& Development Department (part @freasury) in Financial Advisory Division, and

Project manageof strategic and M&A at Saudi Aramco;

Daiva Lubinskait&€rainauskiene independent member (since 30/08/2017)

9RdzOF GA2YY L{a !yYyAGBSNERAGE 2F alyl3asSySyid FyR 9
Rehtions Professional Studies at Vilnius University; Vilnius University, Diploma of a

Specialist in Philologilace of employment, position: Thermo Fisher Scientific Baltics

UAB Director of Personnel;

O
NY

Andrius Pranckeviciumdependent member (since 22/PD17). Education: Kaunas

''YAOGSNEAGE 2F ¢SOKyz2f2383x . OKSt2NRA RSINBS Ay
degree in Marketing Management; Harvard Business Schioeddership

DevelopmentPlace of employment, position: Linas Agro GroupD¥puty Chief

Executive Officer, Member of thBoard; Kekava PEhief Executive Officer and

Chairman of the Board,; Lielzeltini SIA; Brof@k€erova SIAChairman of the Board;

Ausra Vickackienemember (since 30/08/2017)Education: Vilnius University,

Maad 6 SNN& RSANBS Ay alyl3SYSyid FyR .dzaAySaa ! RY)
. OKSt 2NRa&a RSAINBS Ay aAdnyirisBaSod Plade off YR . dzAAy Saa
employment, position: Ministry of Finances, Vilnius, Assets Management Department

of the Ministry of FinanceDirector;. n &4 G2 LJ 41 2f & RNI dzRAYlF&A ! . %X aSy
Board

Daiva Kamarauskienmember (since 1/2/2019%ducation: Vilnius University Faculty
2T 902y 2YAO4 = Plate ¢ éntpiNygmant, poSitbNIiSiskry of Finance,
Budget Department of th#linistry of Finance, Director

Bent Christenseimdependent membe(since 12/11/2020). Education: University of
Denmark, Bachelor of Electronics Engineering, University of Horsen, degree in
Engineering Business Administration Place of employment, posiéinior positions

at Siemens and Orsted. Has worked in energy sector for more than 35 years.

Judith Bussndependent membe(since 12/11/2020). Education: Masters degree,
Business Administration. Place of employment, position: E.ON., various pfrsitions
2000-2019. Has held senior positions in global energy companies for more than 20
years.
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Main owners
A detailed list of the largest shareholders has not been published following the listing

on 7 October 2020. However, based on tfRO press release, we know that
institutional investors acquired 18.1m shares or 24.4% of the total shpral, and
Baltics retailnvestors acquired 1.9m shares or 2.5% of the total shares outstanding.
We also know that EBRD acquiBd shares equal% oftotal shares, which makes
them the largest shareholder after the Lithuanian government (Ministry of Finance)
who holds 73.1% of the sharkdlowing the IPO.

Ignitis shareholders

Owner No. of shares % of shares
Ministry ofFinance, Lithuania 54.3 73.1%
Institutional investors 18.1 24.4%

whereof EBRD 3.0 4.0%
Retail investors 1.9 2.5%
Total shares 74.3 100.0%

whereof Free float 20.0 26.9%

SourceiPO press release
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Riskfactors

Below is a list of risk factors that we have chosen to highlight. It should not be
regarded as an extensive list of all risk factors. For more risk factors, se&ignipis
IPO prospectus.

Regulatory risk

Tariffs for electricity and gas distribution that form Igiisuplargest business area

is set by the Lithuanian regulator, NERC, based on regulated assets and reasonable
rate of return (WACC). Significantly lower allowed return (WACC) could meamrthat o
forecast is too optimistic under all scenarios. Also, lower approved investments could
result in lower RAB, which could also affect our forecast negatively.

Expansion risk

The group plans to expand its renewable generation capacity substantially in th
coming years. The expansion projects are large in terms of capital expenditure which
means delays or lower than planned generation could affect our forecast negatively.

Weather risk
The Green Generation segment is exposed to weather conditions. Fgplex#me
water level affects the hydro plants, and the wind level affects the wind farms.

Price risk

The Green Generation segment sells its electricity production on the unregulated
market, and hence, the electricity market price hasignificant impact on the
financial performance. We have assumed unchanged prices compared to our
estimated 2020 level.

Deregulation risk

The electricity supply market will be fully deregulated in the years to come, which will
most likely result in a deease in the number of electricity customers. We forecast a
decline ofL0% over 3 years. If the decline is larger than this, our Customer & Supply
segment forecast is most likely too optimistic.

Dividend risk

Our Base case scenario assutvt% dividend gneth in the forecast period. If for
whatever reason (large investments, weak financial performance), the dividend
growth is belowour forecastthe dividend yield will most likely be below our forecast.

QOVID19risk

¢KS /2YLI yeQad RaWBEDsirathdriimird doM@er,ittere is an

indirect risk that &COVIBI9A Y RdzZOSR NBX OSaairzy O02dZ R | FFSOG LIS21
their electricity and heating bills. Furthermore, the business client demand could fall

significantly in the event of a prolonged recession.
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Income Statement 2019 2020 2021e 2022e 2023e Free Cash Flow 2019 2020 2021e 2022e 2023e
Total revenues 1,099 1,223 1,270 1,309 1,370 Operating profit 83 215 160 172 186
Total operating costs -892 -886 -975  -1,001  -1,045 Depreciation 124 122 134 137 139
EBITDA 207 337 294 309 325 Change in wc -6 12 -4 -10 -13
Depreciation -110 -113 -121 -137 -139 Other oper. CF items -23 -67 -14 -14 -15
Amortizations 0 0 0 0 0 Operating CF 177 283 276 284 297
Impairment charges -14 -9 -13 0 0 CF from Investments -347 -260 -444 -462 -415
EBIT 83 215 160 172 186 Other CF items 0 0 0 0 0
Associated companies' profit/loss 0 0 0 0 0 Free Cash Flow -170 22 -168 -178 -118
Net financial items -17 -20 -20 -22 -25
Exchange rate differences 0 0 0 0 0 Capital structure 2019 2020 202le 2022e 2023e
Pre-tax profit (PTP) 66 195 140 150 161 Equity ratio 42% 46% 48% 47% 45%
Net earnings 57 170 129 137 148 Debt/Equity 81% 71% 64% 69% 80%
Balance Sheet 2019 2020 2021e 2022e 2023e Capital invested 2,398 3,146 3,132 3,309 3,609
Assets Capital turnover 0.3 0.3 0.3 0.3 0.3
Cash and cash equivalent 132 659 317 157 164
Receivables 118 128 152 164 178 Profitability 2019 2020 2021e 2022e  2023e
Inventories 47 33 38 39 41 ROE % 4.4% 10.6% 6.9% 7.1% 7.5%
Other current assets 131 166 166 166 166 ROCE% 3.8% 9.0% 5.1% 5.3% 5.4%
Total current assets 427 987 674 526 550 ROC% 3.7% 8.1% 5.9% 5.6% 5.4%
Tangible assets 2,348 2,560 2,882 3,208 3,484 EBITDA % 18.8% 27.6% 23.0% 23.5% 23.6%
Goodwill & Other Intangibles 143 176 163 163 163 EBIT % 76% 176% 125% 13.0%  13.5%
Long-term investments 9 12 12 12 12 Net Margin 54% 13.8% 10.1% 10.4% 10.7%
Associated Companies 0 0 0 0 0
Other non-current assets 259 228 241 243 247 Valuation 2019 2020 2021e 2022e 2023e
Total fixed assets 2,759 2,976 3,299 3,626 3,906 P/E 19.5 7.3 11.7 11.0 10.2
Deferred tax assets 12 6 6 6 6 P/E adjusted 14.3 11.9 11.7 11.0 10.2
Total assets 3,198 3,969 3,979 4,159 4,462 P/Sales 1.0 1.0 1.2 1.2 11
Liabilities EV/Sales 1.9 1.5 1.9 2.1 2.2
Non-ib current liabilities 79 52 76 79 82 EV/EBITDA 10.2 5.6 8.2 8.8 9.1
Short-term debt 243 29 27 30 35 EV/EBIT 25.4 8.7 15.1 15.8 15.8
Other current liabilities 158 229 229 229 229 P/BV 0.8 0.7 0.8 0.8 0.8
Total current liabilities 479 309 332 337 346
Long-term 1B debt 856 1,275 1,201 1,327 1,568 Per share measures 2019 2020 2021e 2022e 2023e
Convertibles & Lease liabilities 0 0 0 0 0 EPS 1.04 2.88 1.73 1.85 1.99
Other long-term liabilities 421 448 448 448 448 EPS, adjusted 1.43 1.71 1.73 1.85 1.99
Total long-term liabilities 1,276 1,723 1,649 1,775 2,016 CEPS 2.39 3.80 3.71 3.83 4.00
Total (liabilities) 1,849 2,125 2,074 2,206 2,455 EBITDA/share 2.79 4,54 3.96 4.15 4.37
Deferred tax liabilities 38 52 52 52 52 Capital empl./share 32.94 42.38 42.18 44.56 48.60
Provisions 55 41 41 41 41 BV/share 17.50 24.80 25.63 26.27 27.00
Shareholders' equity 1,300 1,842 1,904 1,952 2,006 Div. per share 0.52 1.14 1.20 1.26 1.31
Minority interest (BS) 49 1 1 1 1 Payout 50% 40% 69% 68% 66%
Total shareholders equity 1,349 1,844 1,905 1,953 2,007 Dividend yield 2.5% 5.6% 5.9% 6.2% 6.4%
Total equity & liabilities 3,198 3,969 3,979 4,159 4,462
DCEF valuation Cash flow (EURm) Shareholders Capital Votes
WACC (%) 5.85% NPV FCF (2021-2023) -424 Ministry of Finance 1,105 73.10%
NPV FCF (2024-2030) 812 EBRD 17 1.10%
Assumptions 2020-2025 (%) NPV FCF (2031-) 2,289
CAGR Sales growth 4.90%  Non-operating assets 659
Average EBIT margin 13.70% Interest-bearing debt 1,304
Fair value estimate 2,033
Fair value per share (EUR) 27.35
Share price (EUR) 20.35 Key people
CEO Darius Maikstenas
CFO Darius Kasauskas
IR Aine Riffel
Chairman Darius Daubaras
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P/E EPS
w Profit before extraordinary items and taxes — income taxes +
Earnings per share L
minority interest
Number of shares
P/Sales DPS
Market cap
Dividend for financial period per share
Sales
P/BV CEPS
Price per share Gross cash flow from operations
Shareholders’ equity + taxed provisions per share Number of shares
P/CF EV/Share

Price per share
Operating cash flow per share

Enterprise value
Number of shares

EV (Enterprise value)

Market cap + Net debt + Minority interest at market value — share of
associated companies at market value

Sales/Share

Sales
Number of shares

Net debt EBITDA/Share
Interest-bearing debt — financial assets Earnings before interest, tax, depreciation and amortization
Number of shares
EV/Sales EBIT/Share
Enterprise value Operating profit
Sales Number of shares
EV/EBITDA EAFI/Share
Enterprise value _ Pre-tax profit
Earnings before interest, tax, depreciation and amortization Number of shares
EV/EBIT Capital employed/Share
Enterprise value
Operating profit Total assets — non-interest-bearing debt
Number of shares
Div yield, % Total assets

Dividend per share
Price per share

Balance sheet total

Payout ratio, %

Total dividends

Earnings before extraordinary items and taxes — income taxes + minority interest

Interest coverage (x)

Operating profit
Financial items

Net cash/Share

Financial assets — interest-bearing debt
Number of shares

Asset turnover (x)

Turnover

Balance sheet total (average)

ROA, %

Operating profit + financial income + extraordinary items

Balance sheet total — interest-free short-term debt — long-term advances
received and accounts pavable (average)

Debt/Equity, %

Interest-bearing debt
Shareholders’ equity + minority interest + taxed provisions

ROCE, %

Profit before extraordinary items + interest expenses + other financial costs

Balance sheet total — non-interest-bearing debt (average)

Equity ratio, %

Shareholders’ equity + minority interest + taxed provisions
Total assets — interest-free loans

ROE, %

Profit before extraordinary items — income taxes
Shareholders’ equity + minority interest + taxed provisions (average)

CAGR, %

Cumulative annual growth rate = Average growth rate per year
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Disclaimer

Enlight Researc®X2 &nain valuation methods are discounted cash flow valuation and peer valuation with
common multiples such as Price to Earnings, Enterprise Value to EBITDA, dividend yield etc. Aforementioned
YSGK2Ra FNB dzaSR (G2 SadAyYl (i Se fbllowhd tred syedaficgs: BEll(poditivel) |  dzS |
Base (main scenario), and Bear (negative).

This report is commissioned by the company covered in this report which Eekgist Researc®U receives
compensation to write research on the company. The congiemsis predetermined and does not depend on
the content in the report. This report is not to be considered investment research under MiFID regatighs.
Researcl©U does not issue investment recommendations or advice.

This report is for informathal purposes only i.e. it should not be considered as an offer to sell or buy. Investors
are encouraged to make their own research and not rely solely on this report when making their investment
decisions. The decision to invest or not to invest isthalyesponsibility of the investor i Enlight ResearcdU

takes no responsibility nor gives any guarantees with regards to investment decisions made by investors. Investing
in equities entails risk e.g. the price of an equity decreases. Past performamaea guarantee for future
performance.

This report is based on information and sourcesEmight ReseardBU deemed to be reliable. HowevEnlight
Researcl®U cannot guarantee the accuracy or completeness of the information. All fdoe#idg satements
and financial forecasts entail uncertainty and are subject to change without riEniight Researc®BU accept
no liability for any loss or damage resulting from the use of this report.

The analyst(s) writing this report own shares in the comjrathis reportNo

The analyst(s) responsible for this report are not allowed to trade in any financial instruments of the company in
this reportuntil one trading day after the analyst report has been publisleedf other conflict of interest exist
eg. advisory related.

Investors should assume thEnlight Researc®U is seeking, or is performing, or have performed advisory
ASNDAOSa 2N 20KSNJ NB@SydzS 3aASySNIidGAy3d ASNBAOSaE F2NJ (KS
directlyrelal SR (2 | ROA&A2NER LINR2SOGad !y Fylfead g2NlAy3a 2y
as soon as relevant regulations and/or guidelines require this.

The document may not be copied, reproduced, distributed, or published to physieglabentities that are
citizens of or domiciled in any country where relevant laws and/or regulations prohibit this.

This report may not be copied, reproduced, distributed, or published other than for personal reasons without
written permission b¥nligh ResearclOU. To apply for permission, send an emaiedow address:

ResearchTeam@enlightresearch.net

© Copyright 201Enlight Researa®U
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