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INTERIM REPORT
For the twelve-month period ended 31 December 2017
Reporting period covered by the Interim Report

The Interim Report provides information to shareholders, creditors and other stakeholders of Lietuvos Energijos Gamyba AB
(“the Company”) about the Company’s operations for the twelve-month period ended 31 December 2016.

Legal basis for preparation of the Interim Report

The Interim Report of Lietuvos Energijos Gamyba AB has been prepared by the Company’s Administration in accordance with
the Lithuanian Law on Securities, the Rules for Submission of Information approved by the Board of the Bank of Lithuania,
Lithuanian Government Resolution On approval of the guidelines for ensuring transparency of operations of state-owned
entities and appointment of a coordinating body and other legal acts.

Individuals responsible for information contained in the Interim Report

Job title Full name Telephone number

Lietuvos Energijos Gamyba AB, CEO Eglé Ciuzaité +370 5 278 2907

Lietuvos Energijos Gamyba AB, Director of Finance and
Administration

Mindaugas Kvek3as +370 5 278 2907

Information on the availability of the report and the documents used in preparing the report, and on means
of mass media in which the Company’s public reports are published

The report and the documents, on the basis of which it was prepared, are available at the head office of Lietuvos Energijos
Gamyba, AB (Elektrinés St. 21, Elektrénai), on working days from Mondays through Thursdays 7:30-16:30, on Fridays 7:30—
15:15.

The report is also available on the website of the Company at www.gamyba.le.lt and the website of NASDAQ Vilnius stock
exchange at www.nasdagbaltic.com.

All public announcements, which are required to be published by the Company according to the effective legal acts of the
Repubilic of Lithuania, are published on the Company’s website (www.gamyba.le.It) and the website of NASDAQ Vilnius stock
exchange (www.nasdagbaltic.com).

“ Lietuvos Group of energy companies &9 Lietuvos
o energija  wwlelt 53 | & energija | camven


http://www.gamyba.le.lt/
http://www.nasdaqbaltic.com/
http://www.gamyba.le.lt/
http://www.nasdaqbaltic.com/

INTERIM REPORT
For the twelve-month period ended 31 December 2017

KEY OPERATING AND FINANCIAL INDICATORS OF LIETUVOS ENERGIJOS GAMYBA

Change
2017 2016
+/- %
KEY OPERATING INDICATORS
Electricity generation volume TWh 1.15 1.37 -0.22 -16.06
KEY FINANCIAL INDICATORS
Revenues EUR'000 149,815 172,922 -23,107 -13.36
Costs of purchase of electricity, fuel and eug-goo 58,505 76,395 -17,890 -23.42
Operating expenses? EUR'000 19,973 23,093 -3,120 -13.51
EBITDA? EUR 000 70,538 58,054 12,484 21.50
EBITDA margin® % 47.1 33.6 13.5p. p.
Adjusted EBITDA* EUR 000 53,733 63,652 -9,919 -15.58
Adjusted EBITDA margin® % 35.9 36.8 -0.9p.p.
Net profit (loss) EUR'000 20,521 39,975 -19,454 -48.67
Change
At 31/12/2017 At 31/12/2016
+/- %
Total assets EUR 000 636,288 819,430 -183,142 -22.35
Equity EUR’000 353,874 355,566 -1,692 -0.48
Financial debts EUR"000 55,557 132,907 -77,350 -58.20
Net financial debts® EUR’000 -5,143 33,862 -39,005 -115.19
Return on equity (ROE)’ % 5.8 11.2 -5.4p. p.
Equity level® % 55.6 43.4 12.2 p. p.
Net financial debts / 12-month EBITDA % -7.3 58.3 -65.6 p. p.
Net financial debts / Equity % -15 9.5 -11 p. p.

1 Operating expenses less costs of purchase of electricity and related services, costs of fuel used for production, depreciation and amortisation costs, impairment
losses, revenues/expenses of revaluation of emission allowances and costs of write-offs of property, plant and equipment.

2 Profit (loss) before tax + financial activities costs — financial activities income — dividends received + depreciation and amortisation costs + impairment losses +
revenues/expenses of revaluation of emission allowances + write-offs of property, plant and equipment.

S EBITDA / Revenues.

4 EBITDA result is reported after the adjustments made by management by eliminating the impact of one-off factors. These adjustments are made aiming to
disclose the results of the Company’s operating activities after the elimination of the impact of non-typical, one-off factors or factors that are not directly related to
the current reporting period. All adjustments made by management are disclosed in the Company’s interim and annual reports.

5 Adjusted EBITDA / Revenues.

8 Financial debts — Cash and cash equivalents — Short-term investments and term deposits — Share of non-current other financial assets consisting of investments
in debt securities.

7 Net profit (loss), restated annual value //Equity at the end of the period.

8 Equity at the end of the period / Total assets at the end of the period.
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CEO’S FOREWORD

Dear customers, shareholders, partners and
employees,

As we look back at the year 2017, during which we dedicated
a substantial part of our efforts to the implementation of
Lietuvos Energijos Gamyba strategy, first of all I'd like to
draw your attention to our achievements that we are all
happy about.

The Company managed to achieve sustainable profitability
indicators, and all the efforts put by the Company's
employees in order to ensure an effective management of
operating expenses have significant effect.

As a result of changes in the market conditions during 2017,
Elektrénai Complex reduced its production volumes and at
the same time it managed to ensure high accessibility to and
reliable operation of all power plants, as well as to meet the
needs of the transmission system operator and those of the
market. One of our most important goals is to contribute
reliably to a stable operation of the energy system and
ensure its security.

As we took advantage of the opportunities available in the
market, there was a slight increase in the production
volumes at Kruonis Pumped Storage Hydroelectric Plant
and a significant increase in the production volumes at
Kaunas Algirdas Brazauskas Hydroelectric Power Plant
compared to 2016. The previous year was a year of record
for this plant in terms of water and electricity production
volumes.

I’'m especially happy about the level of our staff engagement.
In 2017, we achieved excellent results in the field of
operational excellence — we implemented over 500
performance improvement proposals, improved day-to-day
operations management, and accomplished territory
cleaning works at many facilities.

We successfully pursued our development and territory
cleaning work projects. An overview of these works is
provided further in this report. Also, there is a description of
the first successful steps in launching services to our new
customers.

In view of the above, we can conclude that we managed to
achieve the goals set for 2017. But what are our plans and
expectations for the year 2018?

Group of energy companies
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In 2018 we plan to focus on similar issues as in 2017. Our
direction is clear — we'll seek to be consistent in
implementing the Company’s strategy that was approved a
couple of years ago.

In 2018, we’ll continue focusing on our efforts to meet the
expectations of the Company’‘s shareholders and to ensure
profitability of activities and effective control over costs.

Ability to ensure reliable operation of power plants will
remain among most relevant areas of focus. As we provide
our country with system services of high importance, we
must be ready to produce electricity as and when necessary
and at the lowest possible price. In addition, we'll seek to be
proactive and look for the ways to take advantage of all
opportunities to produce electricity for commercial purposes
as much as possible.

We are well aware of the operational excellence tools at the
Company, so in 2018 we'll seek to consolidate our
knowledge and ensure that operational excellence becomes
an integral part of our daily work and will help implement
other goals of the Company.

The Company’s strategy stipulates that by the year 2020 we
are expected to dedicate 15% of our time to introduction of
new services (other than those rendered in 2016). We are in
the process of gradually achieving this strategic goal, and
we expect to generate twice as much of revenue from such
services already in 2018 than in 2017.

And last but not least, we have a goal to operate proactively
in terms of accidents and emergency events. As we seek to
achieve all those ambitious goals, we need to work safely,
remain healthy, take care of ourselves and our colleagues.

Wishing you all the best in the year 2018!
Eglé Ciuzaité

CEO and Chairwoman of the Board,
Lietuvos Energijos Gamyba AB

#9 Lietuvos
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MOST SIGNIFICANT EVENTS DURING THE REPORTING PERIOD

On 6 January 2017, according to the instruction of the
transmission system operator (hereinafter referred to as the
TSO), the Company tested unit 7 of the backup power
plant of the Elektrénai complex, which has been ensuring
the tertiary active power reserve service of 224 MW in
production since 1 January 2017, with heating oil as the main
fuel. The test was successful; the conclusions confirming the
successful test were received on 11 January 2017. Unit 8 of
the backup power plant is used by the Company to provide
the tertiary power reserve service at 260 MW and the
Company has two fuel types available for this purpose:
heating oil and gas. After optimising its production
capacities, the Company supplies the entire quantity of the
tertiary power reserve service (484 MW) to the TSO of 2017
for EUR 32.2 million, i.e. for EUR 10.4 million less than was
established for the provision of this service as necessary
costs if heating oil as well as gas are used.

On 6 January 2017, the Supervisory Board of the Company
adopted a decision to elect Mr. Mindaugas Grazys as a
member of the Board starting from 6 January 2017 until the
end of the term of office of the present Board.

In January 2017, the project for decommissioning of 5
and 6 units was initiated. In January 2016, units 5 and 6
were decommissioned. Given the fact that the price of
electricity produced at these units is no longer competitive
on the market and that their abandonment will help reduce
the final tariffs of electricity for end users, the decision was
made to dismantle these obsolete and ineffective 300 MW
capacity units of the reserve power plant.

On 1 March 2017, the updated organisation structure of
the Company came into force. The changes were initiated
in accordance with the Company’s strategy, in order to make
the processes and work organisation at different power
plants uniform and to define the functions of individual
production subdivisions and supporting activities clearly.
This created additional opportunities for managing materials
and works in the sphere of technical maintenance in a
centralised manner, for operating faster, more efficiently and
flexibly. After the structure was changed, it became possible
to allocate more time and human resources to the
development of new services, as provided for in the activity
strategy of the Company that was approved in autumn 2016.

On 10 March 2017, the National Commission for Energy
Control and Prices (hereinafter referred to as the NCC)
imposed a fine comprising EUR 5,643 on the Company
because the Company failed to submit audited statements
regarding the regulated heat production activity in 2014
(including the supply of heat to UAB “Elektrény komunalinis
dkis”) by an independent auditor that are required by the
NCC on time. The Company stated that it disagrees with the
imposed sanction procedure and presented its arguments to
the NCC. The main reason why the audited statements were
delayed is the lack of clarity in the legislative framework and
the repeated procurement of audit services that the
Company was forced to carry out. It should be noted that
repeated procurement of audit allowed the Company to save
more than EUR 50 thousand, which would have been
included in the costs of regulated activity and thereby
increased the heat price for the residents of Elektrénai.

Group of energy companies
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At the Ordinary General Meeting of Shareholders held
on 24 March 2017, a decision was made on distribution of
dividends to the shareholders of the Company for 2016.

In the end of March 2017 the Company completed de-
comissioning project of the units 1 and 2. As the
Company completed the project for expansion of heat
generation facilities in Elektrénai in 2015, the units 1 and 2
of the reserve power plant (which have been used so far for
heat production to satisfy the needs of population of
Elektrénai town during the cold season) appeared to be
longer necessary.

In March 2017, the Company’s employees performed the
first technical maintenance tasks for external
customers.

On 9 May 2017, the Company informed that having
approved the environmental impact assessment report, the
Environmental Protection Agency gave the green light
for the wind power plant park in the vicinity of Kruonis
Pumped Storage Hydroelectric Power Plant (hereinafter
referred to as the Kruonis PSHP). This assessment was the
last procedure, which the Company seeking to initiate the
construction of the wind power plant park in the territory of
Kruonis PSHP could initiate at that time. The implementation
of the project will be continued once the responsible state
authorities make decisions on further development of wind
energy in Lithuania.

On 12 May 2017, the Company received a notification of
resignation of Mr. Mindaugas Grazys from the post of a
member of the Company’s Board. The last day of his term of
office in the Company’s Board will be 9 June 2017. On 9
June 2017 supervisory council elected Mr. Nerijus
Rasburskis as a member of the Board of the Company.

On 2 May 2017, the Company informed to have returned
the share of the long-term credit totalling EUR 60.0
million disbursed by AB SEB bank pre-term. The return was
initiated in order to reduce interest expenses incurred by the
Company.

On 22 June 2017, the Company announced the results of
the feasibility assessment for the development of
Kruonis PSHP by installing the fifth hydro unit. The
analysis has shown that under today’s market conditions,
the existing power of 900 MW is sufficient for the work of the
power plant, however, its development is important in the
future ensuring sufficient electricity capacities and
competitive energy in Lithuania.

On 29 June 2017, it was announced that the Competition
Council refused to start an investigation of the
Company’s actions in the participation in the auction first
of all, and in negotiations later on for tertiary active power
reserve. The published resolution announced that there was
no basis for suspecting that when submitting a tender for the
assurance of tertiary reserve, the Company would have
applied unfair excessively low prices or that the company’s
actions would have signs of abuse of the dominant position.

On 30 June 2017, the Company published its Corporate
Social Responsibility Report for 2016.

On 5 July 2017, the Company signed a credit agreement
with AB SEB bank for a credit of EUR 60 million. This
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agreement will be used to refinance the loan issued by the
credit agreement of AB SEB bank of 21 February 2014.

On 10 August 2017, Mindaugas Keizeris and Dominykas
Tuckus were elected members of the Supervisory Board
of the Company. The term of office of the previous
Supervisory Board ended on 5 August 2017.

In September 2017, the Company successfully conducted
emissions monitoring tests in the operating units of the
Elekrénai Complex.

On 22 September 2017, the Board of the Company was
elected, while the Chair of the Board and CEO of the
Company was elected on 25 September 2017. The term of
office of the previous Board ended on 17 September 2017.

On 29 September 2017, decision of shareholders to
allocate dividends for January-June 2017 was adopted in
the Extraordinary General Meeting of Shareholders of 29
September 2017.

On 27 October 2017, the Company sighed an agreement
with the state enterprise “Turto bankas” on the joint sale
of shares of the private limited liability company
GEOTERMA belonging to the Company by the ownership

Group of energy companies
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right. The shareholding of the private limited liability com-
pany GEOTERMA controlled by the Company constitutes
23.44 per cent of the total number of shares.

On 11 December 2017, the Board of the Company, having
assessed the scope of services provided by Lithuanian
Power Plant’s units in 2018, the market situation of electricity
production and system services, changes in the regulatory
environment and prospects, taking into account the opinion
of Supervisory Board, decided to terminate the exploita-
tion of unit 7 of Lithuanian Power Plant from 1 January
2018 and to put it into preservation mode.

On 22 December 2017, the Company concluded an agree-
ment with the electricity TSO of Lithuania LITGRID AB re-
garding the purchase and sale of the tertiary active
power reserve. The service of the reserve intended for volt-
age control in the 330 kV transmission network and for res-
toration of the secondary emergency power reserve will be
provided in 2018 within the scope of 260 MW by the com-
bined cycle unit of the Company. On 29 December 2017 the
provision of the reserve was tested.

More information on these and other events important to the
Company is available in the report below and on the
Company’s website at www.gamyba.le.lt.

#9 Lietuvos
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electricity production volumes at Kaunas A. Brazauskas at Elektrénai Complex in 2017, and due to lower sales of
HPP increased by 26.4% compared to 2016. Revenue secondary active power reserve services at Kruonis PSHP
generated at Kaunas A. Brazauskas HPP partly offset sales and lower EBITDA from regulated activities of Elektrénai
revenue losses of the Company caused by lower production Complex in 2017 compared to 2016.

volumes at Elektrénai Complex compared to 2016.
The Company‘s adjusted EBITDA decreased due to the
costs of dismantling works of units 5 and 6 that were started
Figure 1
The Company’s adjusted EBITDA and adjusted BITDA margin dynamics
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Disclosure of corrections by the management

2017 2016
EBITDA result before corrections EUR'000 70,538 58,054
CORRECTIONS BY THE MANAGEMENT
Due to the impact of adjustment of the profit from commercial activities® EUR'000 -5,438 1,876
Due to tzhe impact of recalculations of regulated one-off revenues of previous EUR000 11,367 3722
periods
Adjusted EBITDA result EUR'000 53,733 63,652

11n 2014, the NCC adopted a decision by which it recognised that the Company was an entity that had a considerable impact in the power generation market and
on the basis of which the profit from sales of energy produced in hydro power plants of the Company was contracted by reducing the amount of funds allocated
for the public service obligations by a corresponding amount. On 17 October 2016, the Supreme Administrative Court of Lithuania passed a judgement which
annulled this decision of NCC. Regardless of the court ruling, the NCC has not adopted a decision with regard to compensation of public service obligations’ funds
not paid to the Company in 2016. For this reason, reduced income of public service obligations accounted for by the Company in 2016 amounted to EUR 1.9
million. On the other hand, late 2017, executing the court ruling, the NCC allocated EUR 5.4 million of public service obligations funds to the Company in 2018
S0 as to compensate the Company for the funds not received in 2015. This amount was recognised as revenue in the Company’s financial statements of 2017.
These corrections are aimed at reflecting the Company’s normalised performance results of the current year.

2 In 2014, following the completion of verification of regulated activities of the Company for the years 2010-2012, the NCC adopted a decision to recalculate the
expenses and income attributed to regulated activities of the aforementioned period. Due to this recalculation, income of reserve power security (ensuring) services
was reduced to the Company by the amount of EUR 3.7 million in 2016. In 2017, the NCC conducted verification of the amount of funds of the public service
obligations allocated to the Company in the 2010-2015 period. In addition, principles and corresponding legal regulation for the establishment of funds allocated
for public service obligations were amended in 2017. Due to these changes, in 2017, the Company in its financial statements recognised income of public service
obligations in the amount of EUR 11.4 million in relation to the recalculation of public service obligations’ income recognised during the previous periods. These
corrections are aimed at presenting normalised performance results of the Company of the current year.

Statement of financial position compared to 2016. Such decrease was mostly caused by
decrease in electricity production volumes at Elektrénai
The Company’s liabilities to financial institutions amounted Complex due to lower electricity prices on power exchange

to EUR 55.6 million as at 31 December 2017. They included compared to 2016.

liabilities under long-term loan agreements.
The Company’s regulated revenue for 2017, i.e. electricity
and heat energy generation at Elekirénai Complex and

Statement of comprehensive income power reserve services provided at Elektrénai Complex and
Kruonis PSHP, accounted for about 65% of the Company’s

Revenue total revenue (2016: 60%).

The Company’s sales revenue totalled EUR 147.2 million in Expenses

2017. Income from electricity trading, balancing power, )

regulation power, power reserve and public service In 2017, expenses incurred by the Company totalled EUR

obligation (PSO) services as well as income from sale of 133.6 million. Expenses of purchasing electricity and related

heat energy accounted for the largest part of sales revenue. services as well as expenses of purchasing fuel for electricity

The Company’s sales revenue decreased by 3% in 2017 generation accounted for the major part of the Company’s
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total expenses (EUR 58.5 million or 43.8% in 2017
compared to EUR 76.4 million or 61.7% in 2016). The main
reason for decrease in these expenses in 2017 compared to
2016 was decrease in production volumes at Elektrénai
Complex and lower gas infrastructure charges as a result of
using heavy fuel for the provision of tertiary power reserve
services at one of the units of Elektrénai Complex. The
Company’s depreciation and amortisation expenses
amounted to EUR 25.0 million in 2017.

Operating expenses (excluding the expenses of purchases
of electricity and related services, expenses of fuel for
production, depreciation and amortisation expenses,
expenses of revaluation of emission allowances and
impairment expenses, also excluding impairment of an
amount receivable reflected in expenses for 2016 in relation
to the shares of Kauno Energetikos Remontas UAB and NT
Valdos UAB) amounted to EUR 20,0 million in 2017, i.e.
increased by EUR 1.3 million compared to 2016. Operating
expenses mainly increased due to higher expenses of
demolition project..

Profit

In 2017 the Company’s adjusted EBITDA was EUR 9.9
million lower compared to 2016, however, adjusted EBITA
margin remained relatively stable in 2017 and reached
35.9% compared to 36.8% in 2016.

In 2017 the Company’s profit before tax totalled EUR 15.7
million, and net profit totalled EUR 20.5 million. In 2016 the
Company earned net profit of EUR 40.0 million.

Overview of activities of the Company’s power plants

The Company brings together the state-owned electricity
generating facilities, namely, the reserve power plant and
the combined cycle unit in Elektrénai Complex, Kruonis
Pumped Storage Hydroelectric Plant (Kruonis PSHP) and
Kaunas Algirdas Brazauskas Hydroelectric Power Plant
(Kaunas A. Brazauskas HPP). The Company’s main
objective is to contribute to ensuring the country’'s energy
security by consolidating production capacity (Figure 2).

The biofuel boiler house built in the Elektrénai Complex
enables the Company to produce heat energy to satisfy the
needs of Elektrénai town and Kietaviskés greenhouses, and
the needs of its own.

As from 1 January 2016, trade in electricity produced by the
Company is conducted under the agreement by Energijos
Tiekimas UAB. Before that date, the Company used to
conduct trading on the wholesale electricity market on its
own (i.e. within the communication environment between the
producers and suppliers of electricity).

The Company provides balancing services, as well as
system services to the Lithuanian TSO LITGRID AB.

Provision of system services

The system services ensure the stability and reliability of the
energy system, prevention of and response to system
emergencies, and the required power reserve in line with the
established requirements for quality and reliability of
electricity supply. The system services provided by the
Company include power reserve, trade in regulation power

Group of energy companies
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The Company’s net profit decreased in 2017 due to the
effects of one-off items: positive result on disposal of part of
business was recognised in 2016 (EUR 15.4 million),
impairment of assets related to units 7 and 8 of Elektrénai
Complex was recognised in 2017 (negative effect on profit
before tax amounted to EUR 31.4 million). Had the
aforementioned factors not been taken in account, the
Company would have recorded an increase in net profit for
2017.

Statement of cash flows

In 2017 the Company’s net cash flows from operating
activities amounted to EUR 60.0 million compared to EUR
60.5 million in 2016.

In 2017 the Company’s cash flows from financing activities
were negative similarly as in 2016 and amounted to EUR
102.0 million compared to EUR 42.1 million in 2016. Based
on information reported by the Company on power exchange
on 22 May 2017, in 1Q 2017 the Company made early
repayment of EUR 60.0 million of its long-term loan.

Investments in non-current assets

In 2017 the Company’s investments in property, plant and
equipment non-current intangible assets totalled EUR 1.9
million compared to EUR 3.3 million in 2016.

and balancing power, reactive power management and
system recovery services.

Power reserve services are intended to ensure reliable
operation of the electricity system in the (emergency) events
of unexpected drop in production of electricity or unexpected
increase in electricity consumption. The producers provide
secondary and tertiary power reserve maintenance services.
The secondary active power reserve is the power of
installations or hydroelectric units maintained by the
producer, which are activated within 15 minutes. The tertiary
active power reserve is the power of power-generating
sources maintained by the producer, which is activated
within 12 hours. The power plants controlled by the
Company provide tertiary and secondary active power
reserve services. The secondary power reserve is ensured
at Kruonis PSHP, whereas the tertiary power reserve is
ensured at Elektrénai Complex.

Trade in regulation power services are intended to balance
the surplus and shortage of power in the energy system.
Trade in regulation power is conducted in real time and
ensures reliable operation of the power system on an hourly
basis. When the amount of electricity in the system becomes
insufficient and the TSO gives an instruction to increase its
production, the Company increases the volume of electricity
generation and sells the lacking amount of regulation power
to the TSO. When there is surplus of power in the energy
system and the TSO gives an instruction to reduce its
production, the Company reduces the volume of electricity
generation and buys surplus regulation power from the TSO.

#9 Lietuvos
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Balancing power is the actual deviation from electricity
generation or consumption scheduled by the TSO. Trade in
balancing power is conducted at the end of the reporting
month and it encourages the market players to make
accurate forecasts of their electricity generation and
consumption. For instance, when the amount of electricity
produced by the Company at a certain hour is lower than the
scheduled one, the Company has to buy the difference from
the TSO (purchase of balancing power); and vice versa,
when the amount generated by the Company at a certain
hour is higher than the scheduled one, the Company has to
sell the difference to the TSO (sale of balancing power).

Reactive power management services are intended to level
out any fluctuations in the loads of the power system and
ensure the required level of voltage and frequency. Reactive
power management services are provided through the units
of Kruonis PSHP operating in synchronous compensator
mode.

System recovery after complete failure services are intended
to ensure effective activation of the power-generating source
in the event of full or partial failure of power system, without
using power supply from the grid. System recovery after
complete failure services are provided at both Kruonis PSHP
and Kaunas A. Brazauskas HPP.

Over the reporting period, no significant changes have been
recorded in the activities of power plants managed by the
Company. At the end of the reporting period, late 2017, it
emerged that tertiary power reserve in the scope of 260 MW
will be ensured in 2018 by combined cycle unit, and the
strategic reserve (in the scope of 212 MW) — by unit 8. Given
the aforementioned, a decision has been adopted to
conserve unit 7 from the beginning of 2018. Kruonis PSHP
will provide 400 MW secondary reserve service in 2018.

Figure 2
Description of activities of the Company’s power plants

Elektrénai Complex

Reserve power plant and
combined cycle unit

Capacity — 1055 MwW*

The main power plant of the
Lithuanian energy system,
which assures tertiary and
strategic reserves to ensure
safe electricity supply and
reserves of the energy
system.

Units 1-4 of the reserve
power plant have been
dismantled (the capacity of
all units is 150 MW each).
Dismantling of units 5 and 6
(300 MW each) started in
2017.

The most effective —
combined cycle unit (455
MW) — provided strategic
reserve, units 7 and 8 —
tertiary reserve in 2017.

In 2015, new heat
production facilities (steam
and biofuel boiler houses)
were brought into use.

* The above-mentioned power plant capacity applies from 1 January 20186, i.e. upon decommissioning of units 5 and 6.
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Kruonis Pumped Storage
Hydroelectric Plant

Capacity — 900 MW

Kruonis PSHP is intended
for the balancing of
electricity generation and
consumption, as well as for
the prevention of
emergency incidents within
the power system and
elimination of
consequences thereof.
Kruonis PSHP is
responsible for securing the
larger part of the emergency
reserve required for the
Lithuanian power system.

As the need for regulation
increases, and on
completion of the power
links with Sweden and
Poland, the power plant
provides more system
services.

In 2017, the power plant
provided secondary reserve
with two units (400 MW).
Other two units produced
electricity for the market.

Group of energy companies

Kaunas Algirdas
Brazauskas Hydroelectric
Power Plant

Capacity — 100,8 MW

Kaunas A. Brazauskas HPP
is the largest power plant in
Lithuania that uses
renewable energy sources.

Depending on natural
conditions, the plant
produces green energy and
provides system services.

Kaunas A. Brazauskas HPP
contributes to the balancing
of electricity generation and
consumption, and levels out
the power system. It is one
of the power plants in the
Lithuanian power system
that can start an
autonomous operation in
case of the total power
system failure.

Electricity trading

As from 2016, trading in
electricity produced by the
Company is conducted
under the agreement on the
wholesale electricity market
by Energijos Tiekimas UAB.

On completion of the power
links with Sweden and
Poland, trading becomes
more active due to wider
opportunities for electricity
trading and system services
in the interconnected
systems.
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Key performance indicators

Indicators of electricity generation and system services for 2017

Throughout 2017, the Company was engaged in electricity
and heat generation, provision of strategic reserve and
tertiary active power reserve services at Elektrénai Complex
and secondary emergency reserve services at Kruonis
PSHP, as well as other system services.

The Company has permits for indefinite term to engage in
electricity generation activities. In total 1.147 TWh of
electricity produced at the power plants controlled by the
Company was sold during 2017, i.e. 16.4% less compared
to 1.371 TWh in 2016. Such decline was driven by
significantly lower volumes of electricity produced at
Elektrénai Complex in 2017 compared to 2016. Whereas the
volumes of electricity produced and sold at Kruonis PSHP
and Kaunas A. Brazauskas HPP increased, by even more
than % at the latter (see Figure 3).

The year 2017 was noted as the one with heavy rainfall, and
therefore, the water level in the Nemunas river was much
higher compared to the previous year. This contributed to
more favourable production conditions at Kaunas A.
Brazauskas HPP. As a result, in 2017 electricity production
volumes at Kaunas A. Brazauskas HPP increased by 26.4%
compared to 2016 and totalled 0.459 TWh (2016: 0.363
TWh).

In 2017 the difference between day and night rates of
electricity on power exchange was on average lower
compared to 2016, however, a more active trade on power
exchange in the day course allowed to increase slightly the
production volumes at Kruonis PSHP in 2017. In 2017 sales
of electricity produced at Kruonis PSHP increased by 6.2%
compared to 2016 and totalled 0.549 TWh (2016: 0.517
TWh).

Sales of regulation power (these serivices are provided at
Kruonis PSHP to balance electricity surplus/shortage in the
energy system) increased by almost 1.4 times. In 2017 the
Company sold 0.039 TWh and bought 0.022 TWh of
regulation power compared to 0.028 TWh and 0.035 TWh,
respectively, in 2016.

Another type of system services provided at Kruonis PSHP
is the secondary active power reserve, i.e. the power
maintained by the producer at installations or hydroelectric
units, which is activated within 15 minutes. This type of
system services were used 17 times during 2017. Whereas
in 2016, this type of services designated to ensure the safety
of electricity supply were activated even 57 times. The TSO
activates this reserve (the provision of which was assigned
to two units of Kruonis PSHP (400 MW) in 2017) only when
it is necessary to compensate a sudden drop in electricity
supplied to Lithuania. In 2016 the demand for this type of
services became higher as a result of opening NordBalt
interconnection with Sweden and more frequent
disconnection events during its launching stage. In 2017, the
Company sold approx. 3.50 TWh of secondary power
reserve compared to 3.51 TWh in 2016.

The units at Elektrénai Complex, where 0.139TWh of
electricity was produced in 2017 compared to 0.491 TWh in
2016 (or 71,8% less compared to 2016), were still operating
due to the decline in wholesale electricity prices on power
exchange: in 2015, the average electricity price on Nord
Pool power exchange as per Lithuania price area was 41.9
EUR/MWh compared to 36.51 EUR/MWh in 2016 and 35.15
EUR/MWh in 2017. Given the possibility to import electricity
at a lower price, gas installations at Elektrénai Complex are
exposed to less opportunities to produce competitive
electricity. In 2017 the CCU was connected to the grid 19
times compared to 58 times in 2016. In 2017 the CCU
provided PSO services, i.e. ensured the strategic reserve
and was actively operating during the peak consumption of
electricity. The Unit was connected to the grid when the
electricity price reached the highest point, thereby enabling
to make competitive offers for electricity production at the
Unit in the neighbouring countries.

In 2017, units 7 and 8 of the reserve power plant at
Elektrénai Complex were used to secure the tertiary active
power reserve, i.e. power maintained by the producer at
power generating sources, which is activated within 12
hours. In 2017, the Company sold approx. 4.24 TWh of
tertiary power reserve compared to 4.44 TWh in 2016.

Figure 3

Electricity produced at power plants controlled by the Company and electricity sold (TWh)
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