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To The Securities Commission of the Republic of Lithuania May 31, 2011 No. SDAB&B
Konstitucijos pr. 23
LT-08105 Vilnius

CONFIRMATION OF RESPONSIBLE PERSONS

Referring to the provisions of the Article 22 of the Law on Securities of the Republic
of Lithuania and the Rules for the Drawing up and Submission of the Periodic and Additional
Information of the Securities Commission of the Republic of Lithuania, we, the undersigned
Virgilijus Poderys, Chief Executive Officer, Remigijus Vainius, Director of Finance and Commerce
Department and Tatjana Didikiené, Chief Financier of LITGRID AB, hereby confirm that, to the best
of our knowledge, the unaudited interim consolidated financial statements of LITGRID AB for the
period ended 31 March 2011 are prepared in accordance with the International Financial
Reporting Standards adopted by the European Union, give a true and fair view of the LITGRID AB
and consolidated group assets, liabilities, financial position, losses and cash flows for the relevant
period.

Virgilijus Poderys . Chief Executive Officer

Remigijus Vainius @ Director of Finance and Commerce
P Department

Tatjana Didikiené /-@ Chief Financier

LITGRID AB, A. Juozapaviéiaus g. 13 LT-09311, Viinius. Tel. +370 5 278 2777, faks. +370 5 272 3986, el. paitas infom@litprid.ey, tinklalapis
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LITGRID AB
Company code: 302564383 A. Juozapavitiaus g. 13, LT-09311 Vilnius

STATEMENTS OF FINANCIAL POSITION
AS AT 31 MARCH 2011
{All amounts in LTL thousand unless otherwise stated)

Group Company Group Company
as at as at as at 31 as at 31
31 March 31 March December December
Note 2011 2011 2010 2010
Non-current assets:
Intangible assets 4 1,592 1,551 1,750 515
Property, plant and equipment 5 2,039,805 2,035,472 2,063,451 2,051,554
Prepayments for property, plant, equipment 48,741 48,741 698 698
Investment property 6 663 663 668 1,583
Investments in subsidiaries 7 - 8,608 - 18,038
Investments in associates and joint ventures 7 20,847 21,332 20,323 19,032
Deferred income tax assets 321 - 325 -
Other financial assets 8 1,084 1,084 1,084 910
Total non~current assets 2,113,053 2,117,451 2,088,299 2,092,330
Current assets:
Inventories 4,926 1,781 3,703 1,750
Prepayments 1,258 3,616 805 57
Trade receivables g 114,611 105,114 139,485 13,424
Other accounts receivable 10 524 53z 10,437 1,639
Term deposits 63,000 63,000 43,000 -
Cash and cash equivalents 11 55,690 42,094 75,664 42,161
Total current assets 240,309 216,137 273,094 59,031
TOTAL ASSETS 2,353,362 2,333,588 2,361,393 2,151,361
EQUITY AND LIABILITIES
Capital and reserves:
Share capital 12 504,331 504,331 504,331 504,331
Share premium 12 29,621 29,621 29,621 29,621
Revaluation reserve 289,849 289,849 256,353 256,353
Legal reserve i3 47,730 47,665 47,730 47,665
Retained sarnings 1,048,082 1,052,563 1,047,454 982,423
Equity attributable to owners of the parent
company 1,920,513 1,924,029 1,925,489 1,860,393
Non-controlling interest 3,378 - 3,359 -
Total equity 1,923,891 1,924,029 1,928,848 1,860,393
Non-current liabilities:
Grants 14 67,153 67,153 42,345 42,349
Deferred Income 15 15,236 15,236 15,417 15,417
Other non-current accounts payable and
liabllities 475 454 459 234
Deferred Income tax liabilities 190,224 190,224 193,627 193,627
Total non-current liabilities 273,088 273,067 251,852 251,627
Current liabilities:
Trade payables i6 106,253 98,078 134,330 22,548
Advance amounts received 17 11,173 1,835 11,298 1,724
Income tax payable 21,477 21,220 12,693 321
Other accounts payable and llabilittes 18 17,480 15,359 22,372 14,748
Total current liabilities 156,383 136,492 180,693 39,341
Total liabilities 429,471 409,559 432,545 290,968
TOTAL EQUITY AND LIABILITIES 2,353,362 2,333,588 2,361,393 2,151,361

The accompanying notes form an integral part of the interim financial informatian
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LITGRID AB
Company code: 302564383 A. Juozapavitiaus g. 13, LT-09311 Vilnius

STATEMENTS OF COMPREHENSIVE INCOME
FOR THE PERIOD FROM ESTABLISHMENT TO 31 MARCH 2011
(All amounts in LTL thousand unless otherwise stated)

Group Company
January- January-
March March
Note 2011 2011
Revenue
Sales revenue i9 101,551 101,539
Other operating income 6,930 831
108,481 102,370
Operating expenses
Purchase of electricity or related services (34,062) (34,668)
Depreciation and amortisation (33,482) (33,199
Purchase of capacity reserve (15,577} (15,577)
Wages and related expenses (7,842) (3,766)
Repair and maintenance expenses (6,190) (6,535)
Transit expenses (2,994) (2,994)
Write-offs of property, plant and equipment (484) {484)
Other expenses {8,721) (6,256)
Total operating expenses (109,352) (103,479)
OPERATING PROFIT {LOSS) (871) (1,109)
Finance Income 6042 592
Finance (costs): (2) {2}
Share of results of activities of associates and
joint ventures 7 524 -
1,164 500
PROFIT (LOSS) BEFORE INCOME TAX 293 (519)
Currant year income tax expense (8,635) (8,557)
Deferred tax Income/(expense) 3,205 3,325
{5,340) {5,232)
PROFIT {LOSS) FOR THE PERIOD (5,047) {5,751)
Other comprehensive income
Other comprehensive income, net of deferred
income tax 5 -
TOTAL COMPREHENSIVE INCOME FOR THE
PERIOD (5,042) {5,751)
PROFIT {LOSS) FOR THE PERIOD
ATTRIBUTABLE TO:
Owners of the Company {5,033} (5,751)
Non-controlling interest (14) -
(5,047) {5,751)
TOTAL COMPREHENSIVE INCOME FOR THE
PERIOD ATTRIBUTABLE TO:
Owners of the Company {5,028) (5,751)
Non-controlling interest (14) -
(5,042) (5,751)
Basic and diluted earnings per share (in LTL) 21 (0.01) -

The accompanylng notes form an integral part of the interim financial Information
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LITGRID AB

Company code: 302564383 A. Juozapaviélaus g. 13, LT-09311 Vilnius

STATEMENTS OF CASH FLOWS

FOR THE PERIOD FROM ESTABLISHMENT TO 31 MARCH 2011

(All amounts in LTL thousand unless otherwise stated)

Cash flows from operating activities
Profit (loss) for the period

Reversal of non-monetary expenses (income):

Depreciation and amartisation expense

Share of profit of assoclates and joint ventures

Income tax expense

Change in deferred tax [fability

(Income) from grants

Loss on write-off of property, plant and
equipment {except financial assets)

Elimination of results of financing and investing
activities:

- Interest (income)

Changes in working capital

(Increase) decrease in trade receivables and
other amounts receivable

(Increase) decrease In inventories and
prepayments

Increase (decrease) in accounts payable and
advance amounts received
Net cash used in operating activities

Cash flows from investing activities
(Purchase} of property, plant and equipment
and intangible assets
Interest received
Term deposits
Net cash used in investing activities
Cash flows from financing activities
Result of merger

Net cash used in financing activities

Net increase (decrease) in cash flows

Cash and cash equivalents at beginning of the
period
Cash and cash equivalents at end of the year

The accompanying notes form an integral part of the interim financial information

Note

4,5,6

14

22

Group Company
as at as at
31 March 31 March
2011 2011
(5.042) (5,751)
33,956 33,426
{524) -
8,784 4,597
(1,735) (1,662)
(474) (474)
493 493
{368) {368)
34,487 19,515
(1,676) (3,0586)
{19,138) (21,597)
48,753 25,123
(49,105) (48,967)
368 368
{20,000) 10,000
(68,737) (38,599)
- 13,409
- 13,409
(19,974) (67)
75,664 42,161
55,690 42,094




LITGRID AB
Company code: 302564383 A. Juozapavidiaus g. 13, LT-09311 Vilnius

NOTES TO THE FINANCIAL INFORMATION
FOR THE PERIOD ENDED 31 MARCH 2011
{All amounts in LTL thousand unless otherwise stated)

1. General information

LITGRID AB (before March 14, 2011 the name of the company was LITGRID Turtas AB) is a public company
registered in the Republic of Lithuania. The address of its registered office is A. Juozapavidiaus St. 13, LT-09311,
Vilnius, Lithuania. LITGRID AB (hereinafter referred to as the “Company”) is a limited liability profit-seeking entity
registered with the Register of Legal Entitles managed by the public Institution Registry Centras on 16 November
2010. The Company’s code is 302564383, VAT payer's code is LT100005748413.

After the Extraordinary General Meeting of Shareholders of Lietuvos Energlja AB held on 28 October 2010 approved
the unbundling of Lietuvos Energija AB, the amended Articles of Assaciation of Lietuvos Energija AB which continues
Its activitles after the spin-off were registered with the Register of Legal Entities on 16 November 2010 along with
those of the new company LITGRID Turtas AB, established on the basis of the separated part of Lietuvos Energija AB.
The newly established company is engaged in activities that were assigned to It after the spin-off.

The purposes of the activities of the Company shall be to ensure, within the limits of its competence, the stability
and reliability of the electricity system in the territory of the Republic of Lithuania, to provide objective and non-
discriminatory conditions for use of the transmission grid, to manage, use and dispose of the assets of the electricity
transmmission system and their appurtenances, to manage companies performing the functions and activities of the
electricity market operator, as well as campanies holding the ownership of electricity interconnections with other
countries or which develop, manage, use or dispese of them.

The unbundiing of Lietuvas Energija AB was carried out In the manner prescribed in paragraph 1 of Article 71 of the
Lithuanlan Law on Companies, i.e. when a part of the company, which continues Its activities, is separated and on
the basis of assets, rights and obligations assigned to this separated part one or several new companies of the same
legal form are established. The unbundling was performed by separating part of Lietuves Energlja AB as an
aggregate of assets, rights and obligations representing an autonomous economic unft in terms of organisaticn,
engaged in activities and able to perform its functions at its own discretion which is the basis for the establishment
of a new company LITGRID Turtas AB.

The aim of unbundling (spin-off) was to ensure the compliance of the activity model of the Lithuanian electricity
sector with the national energy strategy, the reguirements of the third legislative package for the European Union
energy meant for liberalisation of electricity and gas markets, to create conditions for connection of the Lithuanian
electricity system with the electriclty networks of the continenta! Europe and to ensure the financing of strategic
energy projects. It was also aimed at creation of conditions for legal independence of the electricity transmission
activity and its effective separation fram other activities of the eleckricity sector, thus implementing one of the
sefected alternatives of separation of the electricity sector established by the third legislative package for the EU
energy, l.e. ownership unbundling, ensuring effective separation of electricity transmission activity not only from
electricity generation and supply, but also from distribution activities and thelr commerclal interests, i.e. rearrange
the vertically integrated energy companies operating in the electricity sector.

Under the terms and conditions of the reorganisation of Lietuvos Energlja AB approved by the decision of the
Extraordinary General Meeting of Shareholders dated 28 QOctober 2010, a transfer-acceptance act was signed on 1
December 2010, on the basis of which the Company took over a part of assets, rights and obligations of Lietuvos
Energija AB assigned to the separated part as defined in the spin-off conditions of the Company.

With effect from 1 January 2010, the function of the transmission system operator had been carried out by the
Company's subsidiary LITGRID AB. Under the requiremants of the EU legislative acts on the liberalisation of electric
power market, subsidiaries of Lietuvos Energija AB established for the purpose of separating specific activities were
Issued activity licenses on 28 December 2009. The company LITGRID AB was granted a license of the electricity
transmission system operator and the company BALTPOOL UAB was granted a license of the electricity market
operator.

On 24 January 2011, the extraordinary general meeting of shareholders of t was convened where shareholders of
LITGRID Turtas AB approved the terms and conditions of the reorganisation of LITGRID Turtas AB and LITGRID AB
and resolved ta reorganise LITGRID Turtas AB and LITGRID AB by way of merger pursuant ta paragraph 3 of Article
2.97 of the Lithuanian Civil Code and the reorganisation terms and conditions of LITGRID Turtas AB and LITGRID AB
by merging LITGRID AB, which ceases its actlvities after the reorganisation, with LITGRID Turtas AB, which
continues Its activitles after the reorganisation and to which all assels, rights and obligations of LITGRID AB will be
transferred. Final balance sheet of incorporated LITGRID AB is presented in note 22.

On 24 February 2011 Company was granted a license of the electricity transmission system operator, valid from the
date of reorganization, 1 March, when the license of subsidiary LITGRID AB was stopped.

On 14 March 2011, new version of the statute of LEITGRID AB was registered in the Register of Legal Entities, and
the name of the Company LITGRID turtas AB was changed to LITGRID AB.




LITGRID AB
Company cede: 302564383 A, Juozapavitiaus g. 13, LT-09311 Vilnjus

NOTES TO THE FINANCIAL INFORMATION
FOR THE PERIOD ENDED 31 MARCH 2011
(All amounts in LTL thousand unless otherwise stated)

As at 31 March 2011, the authorised share capital of the Company amounted to LTL 504,331,380 and was divided
into 504,331,380 ordinary registered shares with par value of LTL 1 per share. All shares are fully paid.

Ownership Number of
interest (LTL) shares held (%)
Visaginoe Atominé Elektringé UAB 451,736,153 97.5 %
Other sharehalders 12,555,231 2.5 %
Total 504,331,380 100 %

The ultimate controlling party of Visagino Atominé Elektring UAB is the Ministry of Energy of the Republic of
Lithuania.

These financial statements include the consolidated financial statements of the Group and the separate financial
statements of the Company.

As of the date of these financial statements the Group consisted of LITGRID AB and the following directly and
indirectly controlled subsidiaries:

Company Address of the Share- Share Profit Equity Principal
company’'s holding of capital (loss) activities
registered office  the Group for 2011
at 31 at 31 at 31
March March March
2011 2011 2011
BaltPool UAB A. Juozapavitiaus 100 % 318 2156 444  Activities
(controiled g. 13, Vilnius related to the
through LITGRID electricity
AB) market
operator
TETAS UAB Senamiescio g. 61 % 5,651 28 12,914 Transformer
102B, Panevéiys substation,
distribution

station design,
construction,

repair and
maintenance
services
Energetikos T.Masiulio g. 16D, 61 % 430 (68} 733 Designing of
Pajégos UAB Kaunas power facilities
(controled
through TETAS
UAB)
The Group’s investments in the associates and the joint venture as at 31 March 2011 is as follows:
Company Address of the Shareholding Share capital Principal activities
company’s of the Group at 31 March
registered office at 31 March 2011
2011
Technologljy ir Zvejy g. 14, Vilnius 35 % 44,350 IT services
Inovacijy Centras UAB
Elektros Tinklo Motory g. 2, Vilnius 29 % 16,388 Power network and
Paslaugos UAB related equipment repair,
maintenance and
construction services
LitPol Link Sp.z.0.0 Wajciecha 50 % 1,743 Designing of electricity
Gorskiego 900-033 transmission
Warsaw, Poland interconnection facilities

As at 31 March 2011, the Group had 617 employees (31 Decembar 2010: 618), whereas the Company had 206
employees (31 December 2010: 113),




LITGRID Turtas AB
Company code: 302564383 A. Juozapavidiaus g. 13, LT-09311 Vilnius

NOTES TO THE FINANCIAL INFORMATION
FOR THE PERIOD ENDED 31 MARCH 2011
{All amounts in LTL thousand unless otherwise stated)

2. Basis of preparation

This interim financial information was prepared In accordance with International Financlal Reporting Standards
(IFRS), as adopted by the European Union and applicalle te interim financial reporting (International Accounting
Standard (IAS) 34, ‘Interim financial reporting’).

This interim financial information was prepared on a historical cost basis, except for property, plant and equipment
which is recorded at revaluated amount, less accurnulated depreciation and estimated Impalrment loss,

Financial year of the Company and other Group companles coincides with the calendar year.

3. Accounting policies

Accounting policies applied in preparing the financial statements are consistent with those that were applied in
preparing the financial statements of Company’s of the previous financial years except as fallows:

3.1 Adoption of new and/or amended IFRS and interpretations of the International Financial
Reaporting Interpretations Committee (IFRIC)

IFRIC 18, 'Transfers of Assets from Customers’ (effective prospectively to transfers of assets from customers
recelved on or after 1 July 2009; IFRIC 18 as adopted by the EU is effective for annual periods beginning after
31 October 2009. The Company and the Group adopted this new Interpretation in the preparation of the annual
financial statements (see paragraph 3.22 of the accounting policies).

IAS 27, Consolidated and Separate Financial Statements (revised in January 2008), effective for annual
periods beginning an or after 1 July 2009. The revised IAS 27 requires an entity to attribute total comprehensive
income to the owners of the parent and to the non-controlling interests {previously “*minority inkerests”) even If this
results In the non-controlling interests having a deficit balance (the pravious standard required the excess losses to
be allocated to the owners of the parent in most cases). The revised standard specifies that changes in a parent's
ownership interest in a subsidiary that do not result in the loss of control must be accounted for as equity
transactions. It also specifies how an entity should measure any gain or loss arising on the loss of control of a
subsidiary. At the date when control is lost, any investment retained in the former subsidiary has to be measured at
its falr value. The amendment did not have any significant effect on the Group’s financial statements,

IFRS 3, Business Combinations (revised in January 2008), effective for business combinations for which the
acquisition date Is on or after the beginning of the first annual reporting period beginning on or after 1 July 2009.
The revised IFRS 3 will allow entities to choose to measure non-controlling interests using the existing IFRS 3
method (proportlonate share of the acquiree's identifiable net assets) or at fair value. The revised IFRS 3 is more
detailed in providing guidance on the application of the purchase method to business combinations. The requirement
to measure at falr value every asset and liability at each step in a step acquisition for the purposes of calculating a
portion of goodw(ll has been removed. Instead, In a business combination achieved in stages, the acqulrer will have
to remeasure its previously held equity interest in the acquiree at Its acquisition-date fair value and recognise the
resulting gain or loss, If any, In profit or loss. Acquisition-related costs will be accounted for separately from the
business combination and therefore recognised as expenses rather than included in goodwill. An acquirer will have to
recognise at the acquisition date a liability for any contingent purchase consideration. Changes In the value of that
liabllity after the acguisition date will be recognised in accordance with other applicable IFRSs, as appropriate, rather
than by adjusting goodwlll. The revised IFRS 3 brings Into its scope busingss combinations involving only mutual
entities and business combinations achieved by contract alone. The Company and the Group are currently assessing
the impact of the amended standard on the financlal statements. The amendment did nat have any significant effect
an the Group’s financlal statements.




LITGRID AB
Company code: 302564383 A, Juozapavitiaus g. 13, LT-0931.1 Vilnius

NOTES TO THE FINANCIAL INFORMATION
FOR THE PERIOD ENDED 31 MARCH 2011
{All amounts in LTL thousand unless otherwise stated)

3. Accounting policies (continued)

3.2 New and/or amended standards and interpretations adopted for the current accounting period,
but not reievant for the Group and the Company

Eligible Hedged Items—Amendment to IAS 39, effective with retrospective application far annual perieds
beginning on or after 1 July 2009.

Group Cash-settled Share-based Payment Transactions - Amendments to IFRS 2, effective for annual
perlods beginning on or after 1 January 2010.

Improvements to IFRSs (April 2008). In April 2009, IASB issued its first omnibus of amendments to its
standards, primarily with a view to remaving inconsistencies and clarifying wording. Most of the changes are
effective for financial years beginning on or after 1 January 2010, unless stated otherwise.

IFRIC 12, Service Concession Arrangements, effective for annual periods beginning on or after 30 March 2009.

IFRIC 15, Agreements for the Construction of Real Estate, effective for annual pericds beginning on or after
1 January 2009; IFRIC 15 as adopted by the EU Is effective for annual periods beginning after 31 December 2009,

IFRIC 16, Hedges of a Net Investment in a Foreign Operation, effective for annual periods beginning on or
after 1 July 2008;

IFRIC 17, Distributions of Non-Cash Assets to Owners, effective for annual periods beginning on or after 3 July
2009; IFRIC 17 as adopted by the EU is effective for annual periods beginning after 31 July 20069.

IFRS 1, First-time Adoption of International Financial Reporting Standard, Revised standard in December
2008, effective for the first IFRS financial statements for a period heginning on or after 1 July 2009; restructured
IFRS 1 as adopted by the EU Is effective for annual periods beginning after 31 December 2009; early adoption Is
allowed.

Embedded Derivatives - Amendments to IFRIC 9 and IAS 39, effective for annual periods ending on or after
31 December 2009.

Additional Exemptions for First-time Adopters - Amendments to IFRS 1, effective for annual periods
beginning on or after 1 January 2010.

IFRS 1, First-time Adoption of International Financial Reporting Standards. Revised in December 2008,
effective for the first IFRS financial statements for a peried beginning on or after 1 July 2009; restructured IFRS 1 as
adopted by the EU is effective for annual periods beginning after 31 December 2009; early adoption is allowed.

Amendment to IFRS 5, Non-current Assets Held for Sate and Discontinued Operations {and consequential
amendments to IFRS 1), effective for annual periods beginning on or after 1 July 2009.

10



LITGRID AB
Company code: 302564383 A. Juozapavitiaus g. 13, LT-09311 Vilnius

NOTES TO THE FINANCIAL INFORMATION
FOR THE PERIOD ENDED 31 MARCH 2011
{All amounts in LTL thousand unless otherwise stated)

3. Accounting policies (continued)

2.3 New and/or amended standards and interpretations issued, effective from 1 January 2011 or
later, and not early adopted by the Group and the Company

Amendment to IAS 24, Related Party Disclosures (issued in November 2009, effective for annual periods
beginning on or after 1 Januvary 2011; not yet adopted by the EU). The amended standard simplifies the disclosure
requirements for government-related entities and clarifies the definition of a related party. The Group and Company
are currently assessing the impact of the amended standard on disclosures in the financial statements

IFRS 9, Financial Instruments Part 1: Classification and Measurement, issued In November 2009. Amended
standard, effective for annual periods beginning on or after 1 January 2013; not yet adopted by the EU, IFRS 9
issued in November 2009 replaces those parts of IAS 39 relating to the classification and measurement of financial
assets. The Group and the Company are considering the implications of the standard and the timing of its adoption.

Classification of Rights Issues - Amendment to IAS 32, effective for annual periods beginning on or after
1 February 2010. This amendment does not have any impact on the Group’s and Company’s financial statements.

Prepayments of a Minimum Funding Requirement ~ Amendment to IFRIC 14, effective for annual periods
beginning on or after 1 January 2011; The amendment does not have any effect on the Group's and the Company's
financial statements.

IFRIC 19, Extinguishing Financial Liabilities with Equity Instruments (effective for annual periods baginning
on or after 1 July 2010). The amendment dees not have any effect on the Group's and the Company's financial
statements.

Limited exemption from comparative IFRS 7 disclosures for first-time adopters - Amendment to IFRS
{effective for annual perlods beginning on or after 1 July 2010). The amendment does not have any effect on the
Group's and the Company's financial statements.

Improvements to International Financial Reporting Standards, issued in May 2010; effective dates vary
standard by standard, most improvements are effective for annual periods beginning on or after 1 January 2010; the
improvements have not yet been adopted by the EU.

Disclosures—T¥ransfers of Financial Assets — Amendments to IFRS 7 (effactive for annual periods beginning
on or after 1 July 2011; not yet adopted by the EU).

Deferred Tax: Recovery of Underlying Assets — Amendment to IAS 12 (effective for annual periods beginning
on or after 1 January 2012; not yet adopted by the EU).

Severe hyperinflation and removal of fixed dates for first~time adopters — Amendment to IFRS 1
{effective for annual periods beginning on or after 1 July 2011; not yet adopted by the EU).

i1



LITGRID AB
Company code: 302564383 A, Juozapavitiaus g. 13, LT-09311 Vilnius

NOTES TO THE FINANCIAL INFORMATION
FOR THE PERICD ENDED 31 MARCH 2011
(All amounts in LTL thousand unless otherwise stated)

3. Accounting policies (continued)

3.4 Consolidation principles

The consolidated financial statements of the Group Include LITGRID turtas AB and its subsidiaries. The financial
statements of the subsidiaries are prepared for the same reporting period, using uniform accounting policies.

Subsidiaries are consalidated from the date from which effective control Is transferred to the Company and cease to
be consolidated from the date on which control is transferred out of the Group. All intercompany transactions,
balances and unrealised gains and losses on transactions among the Group companies are eliminated. For the
purpose of preparation of the group’s consolidated financial statements total comprehensive Income of subsidlaries
was attributed to owners of the parent company from acquisition date, i.e. from the date when effective control was
transferred to the Company,

3.5 Business combinations

Acquisition of subsidiaries, except for acquisitions between jointly controlled companies, is accounted for using the
acquisition method. The cost of an acquisition is measured as the fair value of the consideratian given, which
includes assets given, equity [nstruments issued and liabilities incurred or assumed at the date of exchange.
Acquisition-related costs are expensed as incurred. Identifiable assets acquired and liabilities and contingent
liabilities assumed In a business combination are measured initially at their fair values at the acquisition date. On an
acquisition-by-acquisition basis, the Group recognizes any non-controlling interest in the acquiree either at fair value
or at the non-controlling interest’s proportionate share of the acquiree of net assets,

IFRS 3, 'Business combinations' is not applied to acquisitions of subsidiaries between jointly controlled entities,
therefore such acquisitions were recognised using predecessor accounting, The Group did not restate assets and
liabilities to their fair value as at the acquisition date; Instead the Group combined assets and liabllities at their
carrying amounts. No goodwill arises in predecessor accounting and the consolidated financial statements
incorporate the combined companles’ results from the date of acquisition.

The group treats transactions with non-controlling interests as transactions with equity owners of the group. For the
purchases from non-cantrolling Interests, the difference between any consideration paid and the relevant share
acquired of the carrying value of net assets of the subsidiary is recorded in equity. Gains or losses on disposals to
non-controlling interests are also recorded in equity.

3.6 Investments in subsidiaries (the Company)

Subsidiary is an entity directly or indirectly controlled by a parent company accompanying a shareholding of more
than half of the vating rights. In the parent company’s staterment of financial position investments in subsidiaries are
stated at cost less impairment, where the investment's carrying amount in the parent’s statement of financial
position exceeds its estimated recoverahle amount. Cost alsa includes direct attributable costs of Investment.

3.7 Investments in associates and joint ventures

An asscciate is an entity over which the Group/Cempany has significant influence and that is neither a subsidiary nor
a joint venture. Significant inftuence is an ability to take part in making financlal and operating policy decisions but is
not control or joint centrol over those policies, generally accompanying a sharehalding of between 20% and 50% of
the voting rights. The Group has an Iinterest in a joint venture, which is a jointly controlled entity, whereby the
venturers have a contractual arrangement that establishes joint control over the economic activities of the entity.

In the parent company's statement of financial position investments in associates and joint ventures are stated at
cost less Impairment, where the investment’s carrying amount in the parent’s statement of financial position exceeds
its estimated recoverable amount.

In the consclidated financial statements of the Group results of activities of associates and joint ventures are
accounted at equity method, except when the investment is classified as held-for-sale, when it is recognised
according to IFRS 5 Non-current assets held for sale and discontinued operations. Under the equity method,
fnvestments in associates or joint ventures are carried In the consolidated statement of financial position at cost as
adjusted for post-acquisition changes in the Group’s share of the net assets of the investee, less any impairment in
the value of individual Investments, The Group’s share of its associates’ post-acquisition profits or losses is
recognised In the statement of comprehensive income, and Its share of post-acquisition movements other
comprehensive income Is recognised in other comprehensive income.

Losses of an associate or joint venture in excess of the Group's interest in that associate/joint venture are not
recognised, unless the Group has assured legal or constructive obligations or made payments on behalf of the
associate/joint venture.
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LITGRID AB
Company code: 302564383 A. Juozapavitiaus g. 13, LT-09311 Vilnlus

NOTES TO THE FINANCIAL INFORMATION
FOR THE PERIOD ENDED 31 MARCH 2011
(All amounts in LTL thousand uniess otherwise stated)

3. Accounting policies (continued)
3.7. Investments in associates and joint ventures (continued)

Any excess of the cost of acquisition over the Group‘s share of the net fair value of the identifiable assets, liabilities
and contingent liabllities of the associate/joint venture recognised at the date of acquisition is recognised as
goodwill. The goodwilll is included in the carrying amount of the investment and is assessed for impairment as part of
the investment. Any excess of the Group’s share of the net fair value of the identifiable assets, llabilities and
contingent liabilities over the cost of acquisition, after reassessment, is recognised immediately in the statement of
comprehensive income.

Where the Group company transacts with an assoclate/joint venture of the Group, unrealised profits and losses are
eliminated to the extent of the Group’s interest in the relevant entity.

3.8 Property, plant and equipment and intangible assets

Property, plant, and equipment
Assets with the useful life over one year is classified as property, plant and equipment.

Property, ptant and equipment is shown at revalued amounts, based on periodic (at least every 5 years) valuations
performed by Independent valuers, less subsequent accumulated depreciation and subsequent accumulated
Impairment losses. Any accumulated depreciation and impairment losses at the date of revaluation are eliminated
against gross carrying amount of the asset and net amount Is restated to the revalued amount of the assets.
Increases in the carrylng amount arising on the first revaluation of property, plant and equipment are credited to
revaluation reserve directly in equity and decreases are recognised in the profit and loss account. Increases in the
carrying amaount arising on the subsequent revaluation of property, plant and equipment are credited to revaluation
reserve, whereas decreases in the carrying amount that offset previous increases of the same asset are charged
against revaluation reserve directly in equity; all other decreases are charged to the profit and loss account.
Revaluation Increases In property plant and equipment value that offset previous decreases are taken to the profit
and loss account. All other increases In the carrying amount arising an subsequent revaluations of property, plant
and equipment are credited to revaluation reserve. Each year the difference between depreciation based on the
revalued carrying amount of the asset charged to the statement of comprehensive income and depreciation based
on the asset’s original cost is transferred from revaluation reserve to retained earnings taking Into account the effect
of deferred income tax.

Construction in progress represents non-current fixed assets under construction. The cost of such assets includes
design, construction warks, plant and equipment being instalied, and other directly attributable costs.

Intanalble assets
Intanglble assets acquired separately are measured on initial recognition at cost. Cost of intangible assets acquired
through business combinations Is Its fair value at acquisition date. Intangible assets are recognised Iif there is
evidence that the Group/Company will receive economic benefits related to these assets, and its value can be
reliably estimated.

Following initial recognition, intangible assets are carried at cost less any accumulated amortisation and accumulated
impairment losses, if any (the Group/Company does not have intangible assets with Indefinite useful lives).

Depreciation and amoriisation
Depreciation (amortisation) of property, plant and equipment and intangible assets, except construction in progress,

is calculated using the straight-line method over estimated useful lives of the asset. The estimated useful lives,
residual values and depreciation/amortisation method are reviewed at each year-end to ensure that they are
cansistent with the expected pattern of economic benefits from these assets. The effect of changes in estimates, If
any, Is accounted for on a prospective basis. Estimated useful lives of property, plant and equipment and intangible
assets are as follows:

Property, plant and equipment and intangible assets Useful lives {in years)
Buildings 20-75
Structures, machinery and equipment:
- electriclty and communication devices 20-25
- electricity equipment 15-35
- other equipment 5-20
Motar vehicles 4-10
Other property, plant and equipment:
- computer hardware and communication equipment 3-10
- inventory, tools 4-10
Intangible assets i-4
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LITGRID AB
Company code: 302564383 A. Juozapavidiaus g. 13, LT-09311 Vilnius

NOTES TC THE FINANCIAL INFORMATION
FOR THE PERIOD ENDED 31 MARCH 2011
{All amounts In LTL thousand unless otherwise stated)

3. Accounting policies (continued)
3. Property, plant and equipment and intangible assets (continued)

Average useful lives of newly acquired property, plant and equipment, which are highly important for the main
activity of the Group/Company, are as follows:

Average useful lives (in years)

Constructions of transformer substations 30
330, 110, 35 kV electricity transmission lines 40 - 55
330, 110, 35, 6-10 kV electricity distribution equipment 30 - 35
330, 110, 35, 6-10 kV capacity transformers 35
Relay security and avtomation equipment 15 -35
Technological and dispatch control equipment 8

Property, plant and equipment acquired under finance lease are depreclated over their estimated useful life on the
same basis as owned assets,

Profit or loss resulting from sale of non-current assets is calculated as the difference between the proceeds from sale
and the carrying value of the disposed asset and is recognised in the statement of comprehensive income.

Subsequent repair casts are included in the asset’s carrying amount, only when it is probable that future economic
benefits associated with the item will flow to the Group and the Company and the cost of the item can be measured
reliably. The carrying amount of the replaced part is derecognised. All other repair and maintenance costs are
recognised as expenses in the statement of comprehensive income during the financlal period in which they are
incurred.

3.9 Impairment of property, plant and equipment and intangible assets

At each reporting date, the Group and the Company review the carrying amounts of its property, plant and
equipment and Intangible assets to determine whether there is any Indications that those assets have suffered an
impairment loss, If any such indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of the impairment lass (if any). Where it is not possible to estimate the recoverable amount of
an individual asset, the Group and the Company estimate the recoverable amount of the cash-generating unit to
which the asset belongs. Where a reasonable and consistent basis of allocation can be identified, corporate assets of
the Group and the Company are also allocated to individual cash-generating units, or otherwise they are allocated to
the smallest group of cash-generating units for which a reasonable and consistent allocation basis can be identifled.

Intangible assets with indefinite usefui lives and intangible assets not yet available for use are tested far impairment
at each reporting date, and whenever there Is an indication that the asset may be impaired.

The recoverable amount is the higher of the asset's fair vaiue less costs to sell and value in use. In assessing value
in use, the expected future cash flows are discounted to their present value using the discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset for which the estimates of
future cash fiows have not been adjusted.

If the recoverable amount of an asset {or cash-generating unit) is estimated to be less than its carrying armount, the
carrying amount of the asset (cash-generating unit) Is reduced to its recoverable amount. An impairment loss is
recognised Immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the
impalrment loss Is treated as a decrease of revaluation reserve.

Where an Impairment loss subsequently reverses, the carrying amount of the asset {cash-generating unit) is
increased to the revised estimate of Its recoverable amount, but so that the increased carrylng amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the asset
{cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in profit or loss,
unless the relevant asset Is carried at a revalued amount, In which case the reversal of the impairment loss is
treated as a revaluation increase {without exceeding the sum of previous value impairment) as described in Note 3.8.
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NOTES TC THE FINANCIAL INFORMATION
FOR THE PERIOD ENDED 31 MARCH 2011
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3. Accounting policies (continued)

3.10 Investment property

Investment property of the Group/Company, which consists of Investments in buildings held to earn rental revenue
or expecting increase In their value, initially is recognised at acquisition cost, including transaction costs.
Subsequently all investment property Is carried at cost, less accumulated depreciation and impairment, Investment
pruperty is depreciated using the same depreciation calculation methods and periods as those applied to property,
plant and equipment.

Transiers to and fram Investment property are made only when there is an evidence of change in an asset's use.
Some praperties may be partially occupied by the Company/Group, with the remainder being held for rental income
or capital appreciation. If that part of the property occupied by the Company/Group can be sald separately, the
Company/Group accounts for the portions separately. The portion that Is owner-occupied is aceounted for under IAS
16, and the portion that is held for rental Income or capital appreciation or both is treated as investment property
under IAS 40.

3.11 Non-current assets held for sale

Non-current assets are classified as assets held for sale when their carrying amount is to be recovered principally
through a sale transaction and a sale is cansfdered highly probable. They are stated at the lowar of carrying amount
and fair value less costs to sell if their carrylng amount is to be recovered principally through a sale transaction
rather than through continuing use.

3.12 Financial assets

According to IAS 39, 'Financial instruments: recognition and measurement’ financial assets are classified as either
financial assets at fair value through profit or loss, held-to-maturity investments, loans granted and receivables, and
available-for-sale financial assets. The Company determines the classification of its financlal assets based on Its
nature and purpose at initial recognition.

Financial assets are recognised on a trade date basis where the purchase or sale process is under a contract, which
terms require delivery of the financial assets within the timeframe established by the market concerned. Financial
assets are recognised initially at fair value, plus, in the case of investments are not carried at fair value through
profit or loss, directly attributable transaction costs.

The Company's/Group's financlal assets include cash and short-term deposits, trade and other receivables and
investments in securities, and are classifled into 2 categories: available-for-sale financial assets and loans and
receivables.

The subsequent measurement of financial assets depends on their classification as follows:

Avallable-for-sale financlal asseks

Available-for-sale financlal assets are those non-derivative financial assets that are designated as available-for-sale.
After Inltial recognition available-for-sale financial assets are measured at fair value together with the result of
revaluation recognised in revaluation reserve of financial assets, reported under equity, When the securities are
disposed of, the related accumulated falr value revaluation Is included in the statement of comprehensive income as
gain (loss) from sale of avallable-for-sale securities. Dividends received while holding available-for-sale financial
assets [5 reported as other income In the statement of comprehensive income.

Falr value of avallable-for-sale financial assets traded in financial markets, is based on available market prices or
quotes of brokers for the date closest the date of financial statements. For investments where there is no active
market, falr value is determined using valuation techniques. Such techniques Include using recent arm’s length
market transactions, reference to the current market value of another instrument, which is substantially the same,
and discounted cash flow analysis.

Loans and receivables

Leans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted In
an active market. After Initial recognition, such financial assets are carrled at amortised cost using the effective
interest method (except for current receivables when the recognition of interest income would be immaterial), less
any recognised impairment, which reflects irrecoverable accounts. Gains and losses are recognised in the statement
of comprehensive income when the loans and receivables are derecognised, impaired or amortised.

Effective interest rate method

Effective interest rate method is used to calculate amartised cost of financial assets and allocate Interest income
over the relevant perlod. The effective interest rate exactly discounts estimated future cash flaws through the
expected life of the financial asset.
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3. Accounting policies (continued)

3.12. Financial assets (continued)

Impairment of financial gassets
At each reporting date the Group and the Company assesses whether there is an indication that financial assets may

be impalred. A financial asset is deemed to be impaired if there is ohjective evidence of impairment as a result of
one or more events that has occurred after the initial recognition of the asset and that loss event has an impact on
the estimated future cash flows of the financial assets. Evidence of impairment may include indications that the
debtors or a group of debtors Is experiencing significant financial difficulty, default or delinguency in interest or
principal payments, the probability that they will enter bankruptey or other financial rearganisation and where
observable data indicate that there is a measurable decrease in the estimated future cash flows, such as changes In
arrears or economic conditions that correlate with defaults. For financial assets carried at amortised cost, the
amount of the impairment loss is measured as the difference between the asset's carrying amount and the present
value of estimated future cash fiows, estimated using the effective Interest rate,

The carryling amount of the financial asset is directly reduced by the amount of estimated impalrment loss, except
for trade receivables, for which impairment is recorded through allowance accaunt. Impaired accounts receivable are
written-off when they are assessed as uncollectible.

If, in & subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognised, the previously recognisad impairment loss is reversed
through the statement of comprehensive income to the extent that the carrying value of the asset does not exceed
its armortised cost at the reversal date that would have been determined had no impairment loss been recognised for
the asset in prior years.

Derecognition _of financial assets
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets} is

derecognised when:

- the rights to receive cash flows from the asset have expired;

- the Group/Company retains the right to receive cash flows from the asset, but has assumed an obligation to pay
them in full without material delay to a third party under a “pass through” arrangement; or

- the Group/Company has transferred their rights to receive cash flows from the asset and elther {2) has transferred
substantially all the risks and rewards of the asset, or (b) has neither transferred nor retained substantially all the
risks and rewards of the asset, but has transferred contral of the asset.

Where the Group/Company has transferred its rights to receive cash flaws from an asset and has neither transferred
nor retained substantially a&ll the risks and rewards of the asset nor transferred control of the asset, the asset is
recognised to the extent of the Group’s/Company’s continuing involvement in the asset. Continuing involvemeant that
takes the form of a guarantee aver the transferred asset is measured at the lower of the original carrying amount of
the asset and the maximum amount of conslderation that the Group/Company could be required to repay.

3.13 Inventories

Inventories are initially recorded at acquisition cast. Subsequent to initlal recognition, inventories are stated at the
lower of cost and net realisable value, Acquisition cost of inventories includes acquisition price and related taxes, and
costs associated with bringing inventory into thelr current condition and location. Cost is determined on the first-in,
first-out (FIFQ) basis. Net realisable value is the estimated selling price, less the estimated costs of completion,
marketing and selling expenses.

3.14 Cash and cash equivalents

Cash and cash equivalents include cash on hand and cash at banks, demand deposits and other highly liquid
investments (up to 3 months original maturity) that are readily convertible to known amounts of cash and that are
subject to an insignificant risk of change in value, and bank overdrafts. Bank overdrafts are recognised in the
statement of financial pesition as current borrowings.

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits in
settlement bank accounts, and other shart-term highly liquid investments with original maturity up to 3 months.
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3. Accounting policies (continued)

3.15 Financial liabilities and equity instruments issued by the Group and the Company

Recognition of instryments as debt or equity instruments

Debt or equity instruments are classified as financial liabilities or equity based on the substance of the contractual
arrangement,

Equjty instruments

Equity instrument is any contract that evidences an Interest in the assets of the Group and the Company after
deducting all of its liabilities. Equity instruments are recorded at the value of the Income received net of direct issue
costs. Share premium is the difference between the shares nominal value and the proceeds received.

Financig| liabilities
Liabilities are classified as financial liahilities at fair value through profit or loss, or other financial labilities.
The Group/Company does not have any financial liabilities at fair value through profit or loss.

Other financial liabilities
Other financial liabilities, including borrowings, are recognised at fair value, less transaction costs,

After initial recognition, other financial liabilities are subsequently measured at amortised cost using the effective
Interest rate method. Interest expenses are recognised using the effective interest rate method {see Note 3.12).

If a financing agreement cancluded before the halance sheet date proves that the liability was non-current as of the
date of the balance sheet, that financial llability is classified as non-current.

Berecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is settled, cancelled or expires. When an
existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an exchange or modification is treated as derecognition of the
original liability and the recognition of a new liabllity. The difference In the respective carrying amounts Is recognised
in the statement of comprehensive income.

3.16 Foreign currency

Foreign currency transactions are accounted for using the exchange rates prevailing at the dates of transactions as
established by the Bank of Lithuania, which approximate market exchange rates. Monetary assets and liabilities are
translated Into the litas using the exchange rate prevailing at the balance sheet date. Gains and losses resulting
from the settlement of such transactions and from the translation of monetary assets and liabilitles are recognised in
the statement of comprehensive income of the reporting period.

Starting from 2 February 2002, Lithuanian litas is pegged to eura at the rate of 3.4528 litas for 1 euro, and the
exchange rates in relation to other currencies are set daily by the Bank of Lithuania, The applicable rates used for
principal currencies were as follows:

At 31 March 2011 At 31 December 2010
1ivL = 4.8679 LTL 1LVL = 4.8643 LTL
100 RUB = B.6330 LTL 100 RUB = 8.5535 LTL
10SEK = 3.8591 LTL 10SEK = 3.8407 LTL
1 UsD = 2.4551 LTL 1 Usb = 2.6099 LTL

10 EEK = 2.2067 LTL

Separate financial statements of the entities of the Group are presented In the main currency of the economic
environment in which the entity operates (functional currency). In consclidated financial statements, financial results
and financial position of each Group company are presented in the litas, which s the functionai currency of the
Company and the presentation currency of the consolidated Group's financlal statements.

When preparing separate financlal statements of the Group companies, transactions denominated in currencies other
than the functional currency of the company (in forelgn currencies) are carried using exchange rates prevalling at
the dates of transactions. At each balance sheet date monetary items denominated in forelgn currencles are
translated using the exchange rate prevailing at the balance sheet date, Non-maonetary items measured at fair value
and denominated in foreign currency are translated using the exchange rate prevailing at the date when the fair
value was determined. Non-maonetary items carried at cost and denominated in fareign currency are not translated.
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3. Accounting policies (continued)
3. Foreign currency (continued)

The assets and liabilities (including comparative figures) of foreign subsidiaries are translated into the litas for the
preparation of consolidated financial statements using the exchange rate prevailing at the balance sheet date.
Income and expenses (including comparative figures) are translated Into the litas using the average exchange rate
of the period, unless there were significant fluctuations of the exchange rate during the reporting perlod in which
case an exchange rate prevailing at the date of the transaction is applied. Currency exchange rate differences, if any,
are recognised under foreign currency translation reserve in equity. These changes In foreign exchange rates are
recognised in the statement of comprehensive income in the period in which the foreign subsidiary Is disposed.

3.17 Grants

Asset-related grants

Government and the European Union grants and third party compensations received in the form of non-current
assets or intended for the purchase, construction or other acquisition of non-current assets are considered as asset-
related grants. Grants are Initlally recorded as liability at fair value of the asset and later recognised as revenue,
reducing the depreciation charge of related asset over the expected useful life of the asset. Public Service Obligation
fund for strategic projects are considered as grants.

Income-related arants
Government and the European Union grants received as a compensation for the expenses or unearned income of the

current or previous reporting period, also, all the grants, which are not grants related to assets, are considered as
grants related to income. The income-related grants are recognised as used in parts to the extent of the expenses
incurred during the reporting period or unearned Income to be compensated by that grant.

3.18 Provisions

Provisions are recognised when the Group/Company has a legal obligation or irrevocable commitment as a result of
past event, it Is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation. When the Group/Company expects
that proviston amount in part ar in full will be compensated, e.g. by insurance, compensation to be received Is
recaorded as a separate asset, but only when it is virtually certain. Expenses related to provisions are recorded In the
statement of comprehensive Income, net of compensation receivable. If the effect of the time value of money Is
material, the amount of provision is discounted using the effective pre-tax discount rate set based on the Interest
rates for the period and taking into account specific risks assoclated with the provision as appropriate. Where
discounting is used, the increase in the provision due to the passage of time is recognised as a finance costs.

Provisions for pension payments
Each employee is entitled to 2 months salary payment when leaving the job at or after the start of pension period

according to Lithuanian legislation. Actuarial calculations are made to determine liability for this pension payment,
The liabifity is recognised at present value discounted using market interest rate.

3.19 Employee benefits

(a} Soclal security contributions

The Company and the Group pay soclal security contributions to the state Social Security Fund (the Fund) on behalf
of its employees based on the defined contribution plan in accordance with the local legal requirements. A defined
contribution s a plan under which the Group pays fixed contributions inte the Fund and will have no legal or
constructive obligations to pay further contributions If the Fund does not hold sufficient assets to pay all employees
benefits relating to employee service In the current and prior period. Social security contributions are recognised as
expenses on an accrual basis and included In payroll expenses.

(b) Termination benefits

Termination henefits are payable whenever an employee’s employment Is terminated before the normal retirement
date or whenever an employee accepts voluntary redundancy In exchange for these benefits. The Company and the
Group recagnise termination benefits when it is demonstrably committed to either terminate the employment of
current employees according to a detalled formal plan without possibillty of withdrawal or to provide termination
benefits as a result of an offer made to encourage voluntary redundancy. Benefits faliing due more than 12 months
after balance sheet date are discounted to present value.

{c) Bonus plans

The Company and the Group recognise a liability and an expense for banuses where contractually ahbliged or where
there is a past practice that has created a constructive ohligation.
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3. Accounting policies (continued)

3.20 Accounting for lease

The determination of whether an arrangement is, or contains a lease is based an the substance of tha arrangement
at inception date of whether the fulfitment of the arrangement is dependent on the use of a specific asset or assets
or the arrangement conveys a right to use the asset.

Lease Is recognised as financial lease, when all the risks and rewards of ownership of the leased item are transferred
to the lessee. Operating lease is the lease that cannot be classified as finance lease.

The Group and the Company as a lessor

Operating lease income s recognised on a straight-line basis over the lease term.

The Group and the Company as g_lessee

Qperating lease payments are recognised as expenses in the statement of comprehensive income on a straight-line
basis over the lease term.

3.21 Segment information

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision-maker, The chief operating decision-maker, who is responsible for aliocating resources and assessing
performance of the operating segments, has been identified as the Board of directors that makes strategic decisions.

3.22 Income and expense recognition

Revenue is recognised to the extent that It s probable that the economic benefits associated with a transaction will
flow to the Group/Company and the amount of revenue can be reliably measured. Revenue is measured at the Fair
value of the consideration received or receivable, net of value added tax, returns of goods and discounts. The
following specific recognition criterla must also be met before revenue is recognised:

Revenue from sale of electricity

Revenue from sale of electricity acquired at an auction and is recognised when substantially all risks and rewards
related to the object of sale have been transferred to the buyer. The Group does not recognise income and expenses
fram transmission trading at an auction with respect to those transacton in which it acts as an agent.

Revenue from electricity-related services

Revenue from electricity transmission and other electricity-related services Is recognised after the service Is
rendered.

Tariff reguiation

Tariffs for the electricity transmission services and public service ohligation PSC are regulated by the National
Contral Commission for Prices and Energy (hereinafter “the Commission} by establishing the upper limit of the tariff
for the transmission service and PSO prices. Specific prices and tariffs for the transmission services are estahlishad
by the supplier of the service within the limits approved by the Commission.

Tariffs of electricity sold by the producers and independent suppliers as well as tariffs for capacity reserves are nat
regulated except the cases when the producer or supplier holds more than 25 per cent of the market. In latter case,
the tariff setting Is supervised by the Commission.

P50 service fees are the fees paid to the suppliers of electricity under public service obligations scheme (based on
annual quantities and prices of services established in advance). Subsequently, these services are provided to the
distribution system operators and electricity consumers using a tariff established by the Commission. If at the end of
the calendar year fees collected by the Company from electricity consumers and the distribution system operators
for PSO services exceed or were less than the actual payments for PSO to suppliers of these services, the differance
needs to be taken into account by the transmisslon system operator when setting the tariff for PSO services for the
next year.

The procedure of public service obligation provision is established fn the Public Service Obligations Supply Order
Pracedure, approved on October 8, 2010 by Ordinance No.1-283 of Minister of Energy of the Republic of Lithuania.
1-283. The Company, as a transmission system operator, under the above-mentioned procedure fs the administrator
of PSO. The Company administers PSO funds under Public Service Obligation Administration Procedure, approved on
December 17, 2010 by the National Control Commission for Prices and Energy (hereinafter - the Commission). The
P50 funds are funds, disbursed to the providers of public obligation services. PSO funds are collected from PSO
funds payers - electricity consumers. If the funds recelved from the payers within a calendar year do not match the
funds, paid to the PSO providers, the Commission takes into account this discrepancy while adjusting the price
composite of PSO for the upcaming year.
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3. Accounting policies (continued)
3.22. Income and expense recognition (continued)

The company performs only the function of a mediator, by coflecting and disbursing PSO funds. In order to correctly
illustrate the administration of PSC funds, since January, 2011 the company modified the policy of PSO funds
accounting. The Company deems income only a fee for PSO administration service and for balancing costs of PSQO
funds for electricity gensrated using renewable energy sources. The discrepancy between the coliected and
disbursed PSO funds is recognized on the total receivables {payables) of the Company. The impact of PSO funds
policy modification on the Company statements is provided in comment 23.

The Group purchases & capacity reserve service from electricity suppliers in accordance with capacity reserve
agreements and subsequently render this service to the distribution system operators and electricity consumers
using a tariff established by the Commission.

Connection of new users

Untfl 2009 payments received by Ligtuves energlja AB for the connection of the new users initially are recognised as
deferred income and subsequently recognised as income over the same period during which the related costs of
installation are charged. The related costs of instaliation, which include acquisition cost of non-current tangible
assets and other costs, are capitalised and depreciated over the estimated useful lives of the capitalised assets.

Starting from 2010 {applicable to transactions from 1 July 2008) till the spin-off Lietuvos energija AB and later - the
Company recognises such income immediately after the connection of the new user provided that the electricity
price to be paid by the new user in future for services rendered/purchased by the Company/Group does not differ
from the price paid by other users who have not made payments for connection.

Repair service revenue
Revenue from customer specific agreements/prajects, i.e. repair services, Is recognised based on the proportion of

the work completed, which is estimated by comparing actually incurred costs on the project with the project’s total
estimated cost. Expected change in the profitabifity is accounted for in the statement of comprehensive income when
such change is determined. Projects are reviewed periodically and if determined that a contract will be loss-making,
respactive provislons are accounted for.

Other income
Interest income is recognised by the accruals method considering the outstanding amount and the applicabie
interest rate. Received interest Is recorded in the statement of cash flows as cash flows from investing actlvities.

Dividend income is recognised after the shareholders’ rights to receive payment have been established. Received
dividends are recorded in the statement of cash flows as cash flows from investing activities, Dividends of
subsidiaries, attributable to the parent company, are eliminated in the consolidated financial statements.

Income and expenses related to the sale and lease of the non-current assets are accounted for as other operating
income and expenses by the Group and the Company.

Recoanition of expenses
Expenses are recognised in the statement of comprehensive income as incurred by the accrual method.

3.23 Financing expenses

Borrowing costs directly attributable to the acquisition, canstruction or production of assets that necessarily take a
substantial time to get ready for intended use or sale (qualifying assets) are capitalised as part of the costs of those
assets until those assets are completely ready for use or sale. Interest income that relate to temporal investment of
borrowed funds until their use for the acquisition of the assets are deducted from the acquisition cost of the assets,

Other borrowing costs are recognised as expenses in the income statement as incurred.

3.24 Income tax

Income tax expense consists of the current year income tax and deferred tax expense.

Income tax

The current year income tax charge Is based on taxable pre-tax profit for the year as madified by the items of
Income or expenses that are not subject to tax or deductable Tax rates used to compute Income tax expense are
those applicable as of the date of the financial statements. In 2010 and 2011, income tax at a rate of 15 per cent is
applicable in Lithuania,
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3. Accounting policies (continued)
3.24. Income tax (continued)

Deferred income tax

Deferred income tax Is calculated using the balance shest lfability method. Deferred tax assets and deferred tax
liability are recognised for future tax purposes to reflect differences between the carrying amounts of assets and
liabllitles for financial reporting purposes and their amounts used for income tax purposes. Deferred tax liabilities are
recognised for all temporary differences that will subsequently increase taxable profit, and deferred tax assets are
recegnised to the extent ta which they are expected to reduce taxable profit In the future. Such assets and liabilities
are not recognised if temporary differences are related to goodwill (or negative goodwill), or if it arises from the
initial recognition of an asset or tability in a transaction that is mat a business combination and, at the time of
transaction, affects neither the taxable profit nor financial profit.

Deferred tax assets are reviewed at each balance sheet date and reduced ta the extent that It is no longer probable
that sufficient taxable profit will be available for the Group and the Company to realise all or part of deferred tax
assets. Deferred tax assets and liabilities are measured at the tax rates that are expected to apply In the year when
the asset is realised or the liability is settled.

Deferred tax assets and lfabilities are offset when they are related to profit taxes levied by the same tax authority
and when there is a legally enforceable right to set off current tax assets against current tax liabllities.

Income tax and deferred tax for the gccounting period

Income tax and deferred Income tax are charged or credited to profit or loss, except when they relate to items
included directly to equity, in which case the deferred income tax is also accounted for in equity.

3.25 Earnings per share

Basic earning per share s calculated by dividing the net profit attributable to the sharghalders by the weighted
average of ardinary registered shares issued. Where the number of shares changes without causing a change in the
economic resources, the weighted average of ordinary registered shares is adjusted in proportion to the change in
the number of shares as if this change took place at the beginning of the previous period presented.

As at 31 December 2010 and during the perled ended 31 March 2011, the weighted average number of shares,
based on which the earnings per share are calculated was 504,331,380, The Company had no dilutive options
outstanding, therefore basic and diluted earnings per share do not differ.

3.26 Contingencies

Contingent liabilities are not recognised in the financial statements, except for contingent liabilities in business
cambinations. They are disclosed in the financial statements unless the possibility of an outflow of resources
ermbedying economic benefits is remote.

A contingent asset is not recognised in the financlal statements but disclased when an inflow of income or economic
benefits is probable,

3.27 Post-balance-sheet events

Post-balance-sheet events that provide additional information about the Group's and the Company’s position at the
balance sheet date (adjusting events) are disclosed in the financial statements. Post-balance-sheet events that are
not adjusting events are disclosed in the notes when material.

3.28 Related parties

Related parties are defined as shareholders, employees, members of the Board, their close relatives and companies
that directly or indirectly (through the intermediary) control or are controlled by, or are under commoan control with,
the Group and the Company, provided the listed relationship empowers one of the parties to exercise the control or
significant influence over the other party in making financial and operating decisions,

3.29 Offsetting

When preparing the financial statements, assets and labilities, as well as revenue and expenses are not set off,
except the cases when certain accounting standards specifically require such set-off.
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3. Accounting policies (continued}
3.30 Critical accounting estimates and judgments

The preparation of financial statements In conformity with International Financial Reporting Standards requires
management to make judgements, estimates and assumptions that affect the reported amounts of assets, liabilities,
income and costs and contingencies. The areas where estimates are significant to these financial statements include
falr value evaluation and depreciation of property, plant and equipment and investment property (Notes 3.8, 5 and
6), evaluation of impairment for accounts recelvable and Investments (Notes 3.12, 7, 9 and 10), percentage of
completion evaluation for repair service contracts (Note 3.22). Future events may cause the assumptions used in
arrlving at the estimates to change. The effect of such changes In the estimates will be recorded in the financial
statements when determined.

Tax audits

The tax authorities may at any time inspect the books and records within 5 years subsequent to the reported tax
year, and may impose additional tax assessments and penalties. The Company’'s and Group's management is not
aware of any circumstances which may give rise to a potential material liability in this respect.

Depreciation rates of property, plant and equipment

In assessing the remaining useful life of property, plant and equipment management takes account of the
conclusions by the employees responsible for technical maintenance of assets.

Revaluation of property, plant and equipment

During the spin-off process the Company took over property, plant and equipment from Lietuvos Energija AB. The
fair value of property, plant and equipment and investment property of Lietuvos Energija AB as at 31 December
2008 was determined by independent valuers who used a method of comparative prices or depreciated replacement
value or discounted cash flows methods to determine the fair value of the assets, depending on the type of asset,

As at 31 December 2009, management of Lietuvos Energija AR revised carrying amounts of property, plant and
equipment in accordance with the revaluation method. Having assessed the drop in the construction cost indices In
11 months of 2009 in respect of relevant categories of assets which is published by the Lithuanian Statistics
Department, Lietuvos Energlja AB reduced the carrying amount of property, plant and equipment. Lietuvos Energlia
AB applied a 12.27 per cent statistical index in respect of the category of buildings and & 9.68 per cent index in
respect of other categories of property, plant and equipment that at 31 December 2008 were revalued based on
depreciated replacement cost, In addition, property, plant and equipment of Lietuvos Energijfa AB mainly real
estate (administrative buildings and warehouses) that as at 31 December 2008 was revaluad using comparative
prices method, was revalued at 31 December 2009 based on the report on fair value changes of industrial real
estate in Lithuania by region in 2009 provided by an independent valuer Ober-Haus Nekilnojamasis Turtas UAB. This
report was derived from market evidence on changes of real estate prices.

On 31 March 2011, the Group and the Company assessed the change in the canstruction cost indices in respect of
relevant categories of assets and changes in prices of Industrial real estate during the period from 1 December 2009
to 31 March 2011 published by the Lithuanian Statistics Department. As changes in the index/prices were
insignificant, management decided not to reduce carrying amounts of property, plant and equipment.

Impairment of property, plant and equipment

The Group and the Company make an assessment, at least annually, whether there are any indicators that the book
value of property, plant and equipment has been impaired. If that is the case, the Group and the Company make an
impairment test in accordance with the accounting policy set out in Note 3.9.

The Group and the Company account for property, plant and equipment at fair value in accordance with
International Accounting Standard No.16 ‘Property, plant and equipment’. Fair value of mostly all items of property,
plant and equipment of the Group and the Company due to thelr specific nature Is measured using a depreciated
replacement cast approach at 31 December 2008.

It the value of assets Is measured using a depreclated replacement cost method, International Valuation Standards
require that an adequate profitability test is performed. Accounting standards require a periodical review of property,
plant and equipment for impairment. The value of property, plant and equipment should be reduced if its carrying
value In the statement of financlal position is higher than either Its value In use or fair value less cost to sell. In
other words, this means that the carrying amount of property, plant and equipment shown in the statement of
financial position should be written down to the higher of either the current value of the future benefits that would
be derived by the Group and Company from the continued use of the assets or the proceeds it would derive from the
asset's immediate retirement and disposal.

The previous versian of the Lithuanian Law on Electricity valid at 31 December 2008 stipulated that the price caps of
electricity transmisslan, distribution and public supply services were determined based on the value of assets used in
licensed activities of the service provider with values being established on the grounds of data reported in the
service provider's financial statements (Regulated Assets Base).
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3. Accounting policies {continued)
3.30. Critical accounting estimates and judgments (continued)

According to the amendment effective from 1 June 2009 the Law now requires the price caps of electricity
transmission, distribution and public supply services o be determined based on the value of assets used in licensed
activities of the service provider with values being estimated and approved by the Natlonal Control Commission for
Prices and Energy in accordance with the principles of determination of the value of assets used in licensed activities
of the service provider that have been drafted by the Commission and approved by the Government.

According to the Resolution on the Methodology of Determination of the Value of Assets used in Licensed Activities of
the Electricity Service Provider, the determination of the price caps of electricity transmission, distribution and pubtic
supply services is to include the value of assets used in licensed activities of the service provider which is equal to
net book value (carrying amount) of property, plant and equipment as at 31 December 2002 as increased hy the
amount of investments Implemented and agreed with the Commission and reduced by the depreciation amount
calculated pursuant to the procedure stipulated by the Lithuanian Law on Income Tax, etc.

Management believes that the afarementioned amendments to regulatory legislation may have a significant negative
impact on falr value of property, plant and equipment. Due to the reasons specified, values of property, plant and
equipment reported In these financial statements may materially differ frem those that would be determined If the
valuation of assets were performed by independent valuers as required by International Valuation and Accounting
Standards. It is probable that such valuation would have a negative effect on the results of the Company’ and
Group’s activities and the shareholders’ equity reported in the financial statements for the year 2010 and 2011.

Valuation of fair values of properiy, plant and eguipment as at 31 December 2010 and 31 March 2011 was not
performed by independent valuers, as the mentioned amendments to regulatary legislation came In force only on 1
January 2010 and the impact of these amendments on the Group's and the Company's ability to earn income in
future periods cannot be reliably estimated.

Impairment of investments in subsidiaries (in the Company) and associgtes {in the Group and_the Company)

Since the shares of the subsidiaries and associated entities are not listed, the Group/Company estimated the
recoverable value of these investments based on the carrying value of the Group’s/Company’s share of the
subsidiary’s/assoclate’s net assets, which approximates its fair value as at 31 March 2011 based on the judgement
of management.

The underlying principles used for other material estimates are outlined in the respective notes to the financial
statements,

As at the date of these financial statements, there was no significant risk that the book amount of assets and
liabilities will be subject to important corrections in the next accounting year due to changes in management's
assumptions and estimates, except for the adjustments which might be needed due to uncertainties in respect of the
determination of the value of property, plant and equipment used in licensed activities as at 31 March 2011, as
described above.
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4. Intangible assets

The Group's intangible assets comprised:

Group

At 21 December 2010
Amortisation charge

Net book amount
At 31 March 2011
Cost
Accumulated amortisation

Net book amount at 31 March 2011

The Company's intangible assets comprised:

Company

At 31 December 2010
Assets received as the result of merger
(note 22)

Amortisation charge

Net book amount

At 31 March 2011
Cost .
Accumulated amartisation

Net book amount at 31 March 2011

Other
Patents and Computer intangible
licenses software assets Total
- 1,722 28 1,750
- {157) {2) (158)
- 1,565 26 1,592
i 4,555 34 4,590
(1) {2,989) {8) (2,998)
- 1,566 26 1,592
Other
Patents and Computer intangible
licenses software assets Total
- 504 11 515
- 1,079 16 1,085
- (58) (1) (59)
- 1,525 26 1,551
1 4,438 34 4,473
(1) (2,913) (8) (2,922)
- 1,525 26 1,551

24



LITGRID AB

Company code: 302564383 A. Juozapavidiaus g. 13, LT-09311 Vilnjus

NOTES TO THE FINANCIAL INFGRMATION
FOR THE PERICD ENDED 31 MARCH 2011
(All amounts in LTL thousand unless otherwise stated)

5. Property, plant and equipment

The Group's property, plant and equipment comprised:

Structures Construct
Group and Motor -ion in
Land Buildings machinery vehicles Other PP&E progress Total
At 31 December 2010 1,961 35,820 1,943,993 1,829 45,563 34,285 2,063,451
Additions - - - 104 147 10,389 10,640
Write-offs - - {488) - (5) - {453)
Reclassification between
groups - - 1,371 - (420} (951) -
Depreciation charge - (574) (30,825) (118) (2,276) - (33,793)
Net book amount 1,961 35,246 1,914,051 1,815 43,009 43,723 2,039,805
At 31 March 2011
Cost or revaluated amount 1,961 38,120 2,062,109 2,479 86,531 43,723 2,234,923
Accumulated depreciation - (2,729) (146,833) (664) (43,522) - (193,748)
Accumulated Impairment - (145) {1,225) - - - {1,370}
Net book amount 1,961 35,246 1,914,051 1,815 43,009 43,723 2,039,805
The Company’s property, plant and equipment comprised:
Structures Construct
Company and Motor -ion in
Land Buildings machinery vehicles Other PP&E progress Total
At 31 December 2010 1,961 34,053 1,843,758 - 37,096 34,686 2,051,554
Assels received as the
resuit of merger (note 22) - 915 - - 6,356 - 7,271
Additions - - - - 118 10,384 10,502
Write-offs - - {488) - {5) - (4593)
Reclassification between
groups - - 1,371 - (420) (951) -
Depreciation charge - {557) (30,814) - (1,991) - (33,362)
Net book amount 1,961 34,411 1,913,827 - 41,154 44,119 2,035,472
At 31 March 2011
Cost or revaluated amount 1,961 37,065 2,061,735 25 83,593 44,119 2,228,502
Accurnulated depreciation - {2,509) (146,683) (29) (42,439) - (191,660)
Accumulated Impalrment - (145) (1,225) - - - (1,370)
Net book amount 1,961 34,411 1,913,827 - 41,154 44,119 2,035,472
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6. Investment property

Group Company

At 31 December 2010 668 1,583
Reclassification to property, plant and equipment as the

result of merger {note 22) - (915)
Depreciation charge {5} {5)
Net book amount at 31 March 2011 663 663
At 31 March 2011 Bl6 1,008
Cost {153) (346)
Accurnulated depreciation 663 663
Net bock amount at 31 March 2011 668 1,583

As estimated by the Company and hased on observable market data, the fair value of the investment property of the
Group and the Campany at 31 March 2011 approximatas its carrying amount.

The Group’s and the Company’s income from |lease of investment property ameunted to LTL 41 thousand In 2011,
7. Investments
As at 31 March 2011, the Company had direct control aver these subsidiaries:

Subsidiary Cost Ownership Impairment Carrying
(% of shares) amount
At 31 March 2011

TETAS UAB 8,290 61 - 8,290
BALTPOOL UAB 318 100 - 318
Total 8,608 - 8,608

Tetas UAB was established on 8 Derember 2005, The main activity of the Company Is reconstruction, repair and
maintenance of average voltage of transformer substations and distribution stations. The Campany also carries out
works of electricity network relay protection and automation, mainkenance works of special electricity equipmeant,
malntenance of wiring up to 1000 W, testing and diagnostics works and testing of protective products

The Company also has an indirect control over BALTPOOL UAB (through LITGRID AB) and Energetikos Pajégos UAB
(through TETAS UAB).

BALTPOOL UAB was established at the end of 2009 to perform the functions of the Lithuanian electricity market
operator. The principal activity of BALTPOOL UAB is the organisation of transmission trading.

Energetikos Pajégos UAB was established on 26 Navember 2003. The princlpal activity of Energetikos Pajégos UAB
is englneering of energy objects.

The Company and the Group had investments in assaclates and joint venture:

At 31 March 2011 Group Company
Technologfjy ir Inovacijy Centras UAB 14,723 15,581
Elektros Tinklo Paslaugos UAB 5,106 4,731
LitPol Link Sp.z.o.o 1,018 1,020
Total 20,847 21,332

For the period ended 31 March 2011 the Group recognised LTL 524 thousand profit from associates and joint venture,
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7. Investments (continued)

The financial position as at 31 March 2011 and operating results of the associates and the joint venture are as
follows:

Assets Liabilities Sales revenue Profit (loss)
Technologijy Ir Inovacljy Centras UAB 46,060 8,676 11,271 571
Elektros Tinklo Paslaugos UAB 26,512 7,122 8,893 159
LitPol Link Sp.z.0.0 1,374 374 B37 274

The financial position as at 31 December 2010 and operating results of the associates and the joint venture are as
follows:

Assets Liabilities Sales Profit {loss)

revenue¥ for the year*
Technologijy Ir Inovacijy Centras UAB 49,460 13,046 4,777 (1,007)
Elektros Tinklo Paslaugos UAB 27,445 8,214 6,605 808
LitPol Link Sp.z.0.0 1,110 375 159 (166)

*Prafit (loss) and sales revenue of subsidiaries are presented for December 2010,

8. Other financial assets

As at 31 March 2011, the Group's and the Company's other financial assets designated as held for sale represented
shares In the following companies:

Group Company Group Company
at 31 at 31 at 31 At 31
March Maszch December December
2011 2011 2010 2010
UAB NT Valdos 1,084 1,084 1,084 910
Total 1,084 1,084 1,084 910

The value of financial assets established on the basis of the fair value less costs to sell did not significantly differ
from Its carrying amount at the year-end.

9. Trade receivables

Trade receivables of the Group and the Company are as follows:

Group Company Group Company
at 31 at 31 at 31 At 31
March March December December
2011 2011 2010 2010
Receivahles for electricity sold 45,519 40,290 130,057 -
Recelvables for PSO (note 3.22) 64,824 64,824 - -
Receivables for contractual works and other
services 3,568 - 9,030 -
Unbilled revenue from electricity-related
sales - - 398 -
Amount receivable for lease and maintenance
of the networlk - - - 13,424
Total 114,911 105,114 139,485 13,424

The fair value of trade recelvables approximates thelr carrying amaunts.
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9. Trade receivables (continued)

As at 31 March 2011 and 31 December 2010, the Group and the Company had no impaired accounts receivable.

The ageing analysis of the Group’s and the Company’s trade recelvables that were not recognised as past due or

were recognised as past due but not impaired is as follows:

Group Company Group Company
at 31 at 31 at 31 At 31
March March December December
2011 2011 2010 2010
Not past due 106,823 101,405 130,368 13,424
Past due up to 30 days 7,451 3,709 8,547 -
Past due from 30 to 60 days 517 - 570 -
Past due from 60 to 90 days 23 - - -
Past due more than 90 days 97 - - -
Total 114,911 105,114 139,485 13,424
10, Other receivables
Other recelvables of the Group and the Company are as follows:
Group Campany Group Company
at 31 at 31 at 31 At 31
March March December December
2011 2011 2010 2010
Receivables for lease of assets 296 296 341 341
Accrued interest receivable 181 181 72 -
Other receivables 47 55 - -
Other receivables of asset management fee - - 7,237 17
Other accrued receivables - - 1,512
VAT receivable from the budget - - 1,274 1,274
Receivables far IT and telecommunications
services - - 1 7
Total 524 532 10,437 1,639

As at 31 March 2011 and 31 December 2010, the Group and the Company had no impaired other accounts

receivable. All other receivables were not past due at the end of the reporting period.

The Tair value of other current accounts recelvable approximates their carrying amounts.

11. Cash and cash equivalents

Cash and cash equivalents of the Group and the Company are disclosed in the table belaw:

Group Company Group Company
at 31 at 31 at 31 At 31
March March December December
2011 2011 2010 2010
Cash at bank and in hand 43,569 42,094 66,623 42,161
Guarantee on the fulfiiment of obligations
(Nate 17) 12,121 - 9,041 -
Total 55,690 42,094 75,664 42,161

The falr values of the Group’s and the Company’s cash and guarantees on the fulfiiment of obligations approximate

their carrying armounts.
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12. Share capital and share premium

As at 31 March 2011, the share capital of the Company was LTL 504,331,384 and it was divided into 504,331,384
ordinary registered shares with the par value of LTL 1 each. Al the shares are fully paid, The highest share price at
the Stock Exchange session In 2010 was LTL 2.84 per share, the lowest - LTL 2.32 per share. The number of
shareholders as at 31 March 2011 was 6,016 (as at 31 December 2010 was 6,020).

Capital consists of the equity capital disciosed in the statement of financial position.

Share premium, received during spin-off, amount to LTL 25,621 thousand. Until the spin-off the share premium was
formed during Increase in share capltal of Lietuvos energija AB as a difference between the shares nominal value
and the proceeds received,

The Company manages its capital structure and makes the adjustrments to It in the light of changes in economic
eanditions and the risk characteristics of its activities. To maintain or adjust the capital structure, the Company may
adjust the dividend payment to sharehalders, return capital to the shareholders or issue new shares.

Accarding to the Law on Companies of the Republic of Lithuania, equity of the Company must account for at least V2
of the amount of the authorised share capital. No other external capital requirements have been Imposed on the
Company. As at 31 March 2011, the Company was not in breach of the above mentioned requirement.

13. Legal reserve

The legal reserve is a compulsory reserve under Lithuanian legisiation. Annual transfers of not less than 5 per cent of
net profit are required untit the reserve reaches 10 per cent of the share capital. During the spin-off process the
legal reserve established at the Group and at the Company amounted to LTL 47,730 thousand and LTL
47,665 thousand, respectively.

14. Grants

The grants balance consists of grants related to the financing of assets acquisition. As at 31 March 2011 PSO funds
for the strategic prajects were received the amount of 23,008 thousand LTL, including 15,338 thousand LTL received
during the merger of LITGRID AB. Mavements in grants In 2011 are as follows:

Group Company
Balance at the beginning of the period 42,349 42,349
Grants received 25,278 25,278
Utllised during the period (474} (474)
Balance at 31 March 2011 67,153 67,153
15. Deferred income
Group Company Group Company
at 31 at 31 at 31 At 31
March March December December
2011 2011 2010 2010
Deferred income from new users (note 19) 15,236 15,236 15,417 15,417
Total 15,236 i5,236 15,417 15,417
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16. Trade payables

Trade payables of the Group and the Company are as follows:

Group Company Group Company
at 31 at 31 at 31 At 31
March March Becember December
2011 2011 2010 2010
Amounts payable for PSO energy supplied 56,706 56,706 45,180 -
Amounts payable for electricity 21,975 16,019 42,433 -
Amounts payable for contractual works,
other services 13,771 14,079 24,371 22,298
Accrued liability for electricity 5,960 6,827 15,445 -
Amaounts payable for lease and maintenance
of transmission network, other services 2,770 2,770 355 -
Amounts payable for materiai values 2,467 73 3,756 250
Amounts payabie for electricity transit 1,604 1,604 1,339 -
Turnover fee payable to Nordpool - - 211 -
Total 106,253 98,078 134,330 22,548
The fair value of trade payables approximates their carrying amounts,
17. Prepayments
The Group's and the Campany's prepayments received consisted of the folfowing:
Group Company Group Company
at 31 at 31 at 31 At 31
March March December December
2011 2011 2010 2010
Guarantee on fulfilment of obligations 9,121 - 5,041 -
Other prepayments received 2,052 1,835 2,257 1,724
Total 11,173 1,835 11,298 1,724

According to the Lithuanian Day Ahead Electricity Market Regulations in order to ensure the fulfliment of cbligations
the electricity market participants are required to present to BALTPOOL UAB a bank guarantee on the fulfilment of
their obligations not later than within 10 (ten) warking days before the commencement date of the trading session

and/or provide a monetary collateral. Monetary collaterals received from

thousand as at 31 March 2011 (LTL 9,041 thousand as at 31 December 2010}).

market participants amounted to LTL 9,121
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18. Other accounts payable

As at 31 March 2011 and 31 December 2010, other accounts payable of the Group and the Company are as follows:

Group Company Group Company
at 312 at 31 at 31 At 21
March March Becember December
2011 2011 2010 2010
Advances received from new users 8,372 8,372 13,546 13,546
VAT payable to the budget 4,772 4,483 4,869 -
Employment-related liabllities 2,443 987 1,054 182
Costs relating to accrued vacation reserve 879 B42 1,404 461
Accrued other charges 574 491 1,153 344
Real estate tax payable 160 160 199 197
Other payables and current liabllities 280 24 147 18
Total 17,480 15,359 22,372 14,748

The fair value of other accounts payable approximates their carrying amounts.

Advances recelved from new users represent advances received from new users for connection to electricity
networks. These advances will be recognised as income upon the provision of connection services,

19, Sales revenue

The Group's and the Company’s sales revenue consists of revenue from sale of electricity and related services. Sales
revenue for the period from ended 31 March 2011 is presented below:

Group Company
at 31 March at 31 March

2011 2011
Electricity transmission service 55,233 55,233
Domestic sales of electricity (excluding P50) 23,785 23,785
Capacity reserve 15,264 15,264
Other saies of electricity and related services 4,284 4,272
Revenue from connection of new users * 1,831 1,831
Public service obligations (PS0O) 1,154 1,154
Total 101,551 101,539

* The Company and the Group accounted for LTL 15,236 thousand of deferred income related to the connection of
new users and LTL B,372 thousand of related advances received from new users for connection to electricity
networks which are reclassified to income upon the provislon of connection services. For the period ended at 31
March 2011 the Company/Group recagnised income of LTL 1,831 thousand from connection of new users,

20. Related-party transactions

The Group’s transactions with related parties during 2011 and the balances arising on these transactions as at 31
March 2011 are presented below:

Trade and
. other Trade and
Related parties payables and other
prepayments receijvables Purchases Sales
Entities controlled by the Ministry of
the Energy of the Republic of
Lithuania 46,315 91,198 148,032 336,402
Group’s associates 78 2,833 6,870 257
Parent company (Visagino atomine
elektrine UAB) - - - -
Total 46,393 94,031 154,902 336,659
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20. Related-party transactions (continued)

The Company's transactions with related parties conducted during 2011 and the balances arising on these
transactions as at 31 March 2011 are prasented below:

Trade and
. other Trade and
Related parties payables and other
prepayments receivables Purchases Sates
Entities controlled by the Ministry of
the Energy of the Republic of
Lithuania 38,723 81,621 99,617 215,301
Company's subsidiaries 2,102 3,042 12,375 34
Company's associates 72 2,795 6,862 227
Parent company (Visagino atomine
elektrine UAB) - - - -
Total 40,897 87,458 118,854 215,562

The major related-party sale and purchase transactions in 2011 represented transactions with the entities controlled
by the Ministry of Energy of the Republic of Lithuania: AB LESTO and Lietuvos Elektringé AB. The Group mainly
purchases electricity, a capacity reserve service and PSO services from these entities. Sales transactions mainly
included sales of electricity, capaclty reserve service, electricity transmission services and PSO services.

Payments to key management personnel

Group Company
at 31 March at 31 March
2011 2011
Employment-related payments 474 136
Termination benefits
Other material amounts calculated for key management
personnel
Nurnber of key management personnel 15 3

Management consists of heads of administration and their deputies, and the chief financier.

21. Basic and diluted earnings per share

In 2011, basic and diluted earnings per share were as follows:

at 31 March
2011
Net profit {loss) attributable to the Group's shareholders (thousands, LTL) (5,033)
Weighted average number of shares (units) 504,331,380
Basic and diluted earnings per share (in LTL) (0.01)
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22. Business combinations

Based on the reorganisation terms and conditions of LITGRID Turtas AB and LITGRID AB approved by the decisions
af the extraordinary general meetings of shareholders of LITGRID AB and LITGRID Turtas AB dated 24 January 2011,
a transfer-acceptance act was signed between LITGRID AB and LITGRID Turtas AB. On the basis of this transfer
acceptance act LITGRID Turtas AB took over all assets, rights and obligations of LITGRID AB In the manner
prescribed in the reorganisation terms and conditions of LITGRID AB and LITGRID Turtas AB on 1 March 2011,

Final batance sheet of incorporated LITGRID AB is presented below:

LITGRID AB
at 31 March
2011

ASSETS
Non-current assets

Intangible assets 1,095

Property, plant and equipment# 6,356

Investments in subsidiaries 318

Deferred income tax assets 79

Other financial assets 2,474
Total nen-current assets 10,322
Current assets

Prepayments 534

Trade receivables 106,906

Other receivables 3,192

Term deposits 73,000

Cash and cash equivalents 17,700
Total current assets 201,332
TOTAL ASSETS 211,654
EQUITY AND LIABILITIES
Capital and reserves

Share capital 9,748

Retained earnings (deficit) 73,679

Total equity 83,427
Non~-current liabilities

Grants 15,338

Other non-current accounts payable and liabilities 204
Total non-current liabilities 15,542
Current liabilities

Trade payables 89,276

Advance amounts received 32

Payable income tax 16,302

Other accounts payable 7,075
Total current liabilities 112,685
Total liabilities 128,227
TOTAL EQUITY AND LIABILITIES 211,654
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23. Changes of accounting policies related to PS0

Group/Company Revenue, Operating expenses and aperating profit (loss) are presented below. As administrator of
PSO funds Company collected 139,748 thousand LTL and paid 128,176 thousand LTL. The difference of collected and
paid PSO funds is 11,572 thousand LTL. This amount is recorded as payable amount.

Before adjustment After adjustment
Group Company Adjustmen Group Company
January- January~ t related January- January-
March March to PSO March March
2011 2011 2011 2011
Revenue
Sales revenue 241,289 241,287  (139,748) 101,551 101,539
Other operating revenue 6,930 831 - 6,930 831
248,229 242,118 (139,748) 108,481 102,370
Operating expenses
Purchase of electricity or related services  (162,238)  {162,844) 128,176 (34,062) {34,668)
Depreciation and amortisation (33,482) {33,199} - (33,482) (33,199}
Purchase of capacity reserve (15,577) {15,577} - (15,577) (15,577}
Wages and related expenses (7,842) {3,766) - (7,842) (3,766)
Repalir and maintenance expenses (8,180) {6,535) - (6,190) (6,535}
Transit expenses (2,994} {2,994} - (2,994) (2,994}
Write-offs of property, plant and
equipment (484) (484} - (484) (484)
Other expanses (8,721) (6,256} - {8,721) (6,256)
Total operating expenses (237,528) (231,655) 128,176 (109,352) (103,479)
OPERATING PROFIT (LOSS) 10,701 10,463 (11,572) (871) (1,109)

24. Significant events after the balance sheet date

On May 18, 2011, Articles of Association of BALTPOOL UAB, the subsidiary company of LITGRID AB, were registered
following the increase of authorized capital. Subsequent to the registration Articles of Association of BALTPOOL UAB,
investing procedure of Klalpédos Nafta AB into BALTPOOL UAB was completed, by acquiring 156.627 {one hundred
fifty six thousand six hundred and twenty seven) ordinary registered shares of BALTPOOL UAB with nominal value of
LTL 1 (one litas) each. Currently Kiaipédos Nafta AB controls 33 per cent of BALTPOOL UAB shares and the given
amount of votes at the erdinary shareholders meeting of BALTPOOL UAB.

On April 1, 2011 Energetikos Pajégos UAB was merged with TETAS UAB, as it was approved in the reorganisation
conditions of TETAS UAB and Energetikos Pajégos UAB.

*FEEEEE
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