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OFFERING, LISTING AND ADMISSION TO TRADING PROSPECTUS

This is the prospectus (the “Prospectus”) for (i) the offering by Enefit Green AS (the “Company”) of newly issued shares in the Company
(including by way of public offering to retail investors in Estonia, Lithuania and Latvia); (ii) the offering of existing ordinary shares of the
Company by Eesti Energia AS (“Eesti Energia”) and (iii) the listing and admission to trading of all shares of the Company (the “Shares”) on
the Baltic Main List of Nasdaq Tallinn Aktsiaselts (the “Tallinn Stock Exchange”). A public offering will be carried out only in Estonia,
Lithuania and Latvia and there will be no public offering of the Shares in any other jurisdiction.

The Company is offering up to 40,816,327 newly issued ordinary Shares with the nominal value of EUR 1 each (the “New Shares”). Eesti
Energia is offering up to 6,122,449 existing ordinary shares, with potential upsize to up to 30,612,245 existing ordinary shares (the “Upsize
Option”), with the nominal value of EUR 1 each (the “Secondary Shares” and, together with the New Shares, the “Offer Shares™). The
Offering is made (i) by way of an offering to retail investors in Estonia, as well as retail investors in Latvia and Lithuania (the “Retail
Offering”) in the course of which a certain number of Offer Shares are offered (the “Retail Offer Shares”) and (ii) by way of an offering to
institutional investors in and outside of Estonia (the “Institutional Offering”) in the course of which a certain number of the Offer Shares are
offered (the “Institutional Offer Shares”). The Institutional Offering comprises an offer of Institutional Offer Shares to qualified investors
within the meaning of Article 2(e) of Regulation (EU) 2017/1129 (the “Prospectus Regulation”), and elsewhere outside the United States in
reliance on Regulation S (“Regulation S”) under the U.S. Securities Act of 1933 as amended (the “U.S. Securities Act”) and to qualified
institutional buyers in the United States as defined in, and in reliance on, Rule 144A or pursuant to another exemption from, or in a transaction
not subject to, the registration requirements of the U.S. Securities Act (the Institutional Offering together with the Retail Offering, the
“Offering”). The subscription/purchase period for the Offer Shares will commence on 5 October 2021 at 10 a.m. (Eastern European Summer
Time — Estonian time) and expire on 14 October 2021 at 14 p.m. (Eastern European Summer Time — Estonian time) (the “Offer Period”).
The offer price per Offer Share (the “Offer Price”) will be determined through a book-building process within the Offer Price Range (as
defined below) and will be the same for all investors in the Retail Offering and the Institutional Offering. The Offer Price range for the Offer
Shares is EUR 2.45 to 3.15 (the “Offer Price Range”). The final Offer Price will be published by means of a stock exchange release on or
about 15 October 2021 and on the Company’s website (English version: www.enefitgreen.ee/en/ipo Estonian version:
www.enefitgreen.ee/ipo).

This Prospectus is prepared pursuant to Section 15(1) of the Estonian Securities Market Act, Article 6 of the Prospectus Regulation and in
accordance with Commission Delegated Regulation No 2019/980/EU of 14 March 2019 supplementing the Prospectus Regulation as regards
the format, content, scrutiny and approval of the prospectus to be published when securities are offered to the public or admitted to trading on
a regulated market, and repealing Commission Regulation No 809/2004/EC, in particular the Annexes 1 and 11 thereof. The Prospectus has
been filed with, and approved by, the Estonian Financial Supervision and Resolution Authority (the “EFSA”) under registration number 4.3-
4.9/4148 and has been made available to the public in accordance with Article 21 of the Prospectus Regulation. This Prospectus has been
approved by the EFSA as competent authority under the Prospectus Regulation. The Retail Offering will take place in the Republic of Latvia
and in the Republic of Lithuania after the EFSA has notified the competent authority of Latvia (the Latvian Financial and Capital Market
Commission) and the competent authority of Lithuania (the Bank of Lithuania) of approval of the Prospectus in accordance with Article 25
of Prospectus Regulation, respectively. The EFSA only approves this Prospectus as meeting the standards of completeness, comprehensibility
and consistency imposed by the Prospectus Regulation. Such approval should not be considered as an endorsement of the Company that is, or
the quality of the securities that are, the subject of this Prospectus. Investors should make their own assessment as to the suitability of investing
in the securities.

In connection with the Offering, the Company and the Eesti Energia have agreed that Swedbank AS on behalf of Joint Global Coordinators
(the "Stabilising Manager"), will have the right to acquire up to 15% of the Offer Shares on the Tallinn Stock Exchange, in order to stabilise
the stock market price of the Offer Shares at a level higher than that which would otherwise prevail and that, for the purposes of funding the
stabilisation transactions, the Stabilising Manager will retain the proceeds from the sale of the Secondary Shares (the "Stabilisation
Proceeds"). The acquisition of the Shares in connection with stabilisation transactions will be made subject to applicable law. The stabilising
transactions to purchase the Offer Shares may be effected at any time on or before the 30th calendar day after the commencement of trading
in the Shares on the Tallinn Stock Exchange (the “Stabilisation Period”). The stabilising transactions to purchase the Shares may only be
effected at a price not exceeding the Offer Price. The Stabilising Manager or its agent (if any) will not, however, be required to carry out any
stabilisation actions. If any such actions are carried out by the Stabilising Manager or its agent, they may be discontinued at any time without
prior notice. No assurance can be given that such stabilisation actions, if taken, will bring the expected results. At the end of the Stabilisation
Period, the Stabilising Manager or its agent will return to Eesti Energia any Shares which have been purchased in the market as a result of
stabilisation activities and/or any remaining Stabilisation Proceeds which were not used for stabilisation activities pursuant to the terms of the
Put Option (as defined below).






For the avoidance of doubt, the Target Market Assessment does not constitute: (a) an assessment of suitability or appropriateness for the
purposes of MiFID II; or (b) a recommendation to any investor or group of investors to invest in, or purchase, or take any other action
whatsoever with respect to, the Offer Shares.

Each distributor is responsible for undertaking its own target market assessment in respect of the Shares and determining appropriate
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PART 1. SUMMARY

1.1 INTRODUCTION

This Summary should be read as an introduction to the prospectus (the “Prospectus”) prepared in connection with
(1) the offering by Enefit Green AS (the “Company”) of newly issued shares in the Company; (ii) the offering of
existing ordinary shares of the Company by Eesti Energia AS (“Eesti Energia”) and (iii) the listing and admission
to trading of all shares of the Company (the “Shares”) on the Baltic Main List of Nasdaq Tallinn Aktsiaselts (the
“Tallinn Stock Exchange”). The Company and its consolidated subsidiaries are together referred to herein as the
“Group”. As at the date of this Prospectus, the Company has 27 consolidated subsidiaries.

The Summary includes information to be included in a summary for this type of securities and issuer in accordance
with the Regulation (EU) 2017/1129 (the “Prospectus Regulation”). Any decision to invest in the Offer Shares
should be based on consideration of the Prospectus as a whole by the investor. Any investor could lose all or part
of their invested capital.

In any court proceedings relating to the information contained in the Prospectus, an investor might, under the
national law, have to bear the costs of translating the prospectus before such proceedings are initiated. Civil
liability attaches only to those persons who have tabled the Summary, including any translation thereof, but only
if the Summary is misleading, inaccurate or inconsistent when read together with the other parts of the Prospectus
or it does not provide, when read together with the other parts of the Prospectus, key information in order to aid
investors when considering whether to invest in the Offer Shares.

The legal (business) name of the Company is Enefit Green AS. The Company’s registered office is at the following
address: Lelle 22, Tallinn, 11318, Estonia and its contact e-mail is info@enefitgreen.ee. The Company’s LEI code
is 485100EAUB2DOVTK1R43. The name of the Offer Shares is “Enefit Green share” and the international
securities identifier number (ISIN) of the Offer Shares is EE3100137985.

The legal (business) name of Eesti Energia is Eesti Energia Aktsiaselts. Eesti Energia’s registered office is at the
address Lelle tn 22, Tallinn, 11318, Estonia and its contact e-mail is info@energia.ce. Eesti Energia’s LEI code
is 5493005044RTLQSRZU70.

The Prospectus has been approved by the Estonian Financial Supervision and Resolution Authority (the “EFSA”)
as competent authority, under registration number 4.3-4.9/4148 on 4 October 2021. The contact details of the
EFSA are the following: address Sakala 4, 15030, Tallinn, Estonia, telephone number +372 668 0500, e-mail
info@fi.ce.

1.2 KEY INFORMATION ON THE ISSUER

1.2.1. Who is the issuer of the securities?

The Company is a public limited liability company (aktsiaselts) incorporated pursuant to the laws of the Republic
of Estonia. The Company is registered in the Estonian Commercial Register under registration code 11184032.

The Company is the leading diversified renewable energy company in the Baltic states. The Group produces
electricity primarily from wind, as well as municipal waste, biomass, solar and hydroelectric sources in Estonia,
Latvia, Lithuania and Poland. The Company is a subsidiary of Eesti Energia, an integrated utility company owned
by the Estonian state. The Company acquired Nelja Energia, a renewable energy producer and wind park
developer in the Baltic countries, in November 2018. As of 30 June 2021, the Group had 456.4 MW of total
installed capacity of electricity production and additionally 110.0 MW of reserve capacity and 81.2 MW of total
installed capacity of heat production with additional 574.9 MW of reserve and peak capacity. In the six months
ended 30 June 2021, the Group produced 557.2 GWh of electricity and 321.1 GWh of heat.

The Group’s near-term development project pipeline of wind and solar consists of projects of up to 600 MW
capacity, of which 43.2 MW is already under construction. In addition, the visible long-term pipeline consists of
projects of up to 1,112 MW and long-term offshore potential of up to 2,100 MW. The completion of these projects
is dependent on a number of contingencies, including circumstances outside of the control of the Group.

As of 30 June 2021, the Group has wind assets with installed capacity of 397.8 MW in Estonia and Lithuania, and
operates municipal waste and biomass CHP facilities in Estonia and Latvia with combined capacity of 27.7 MW
of electrical energy and 81.2 MW of thermal energy. The Group also has a gas CHP facility in Estonia with
capacity of 110 MW of electrical energy and 220.0 MW of thermal energy and heat boilers in Estonia and Latvia
with total capacity of 354.9 MW to cover peak and reserve heat loads. The Group also operates solar facilities
with capacity of 30.3 MW in Estonia and Poland and a wood pellet production facility in Latvia. The Group
operates a small 0.365 MW hydroelectric unit in Estonia. For the year ended 31 December 2020, 74% of the
Group’s revenue was regulated or contracted, and as such not subject to market price risk.



(a)  Major Shareholders

As at the date of this Prospectus, Eesti Energia holds 100% of the Shares of, and voting rights in, the Company,
and the sole shareholder of Eesti Energia is the Republic of Estonia acting through the Ministry of Finance.
Immediately after the Offering, assuming 40,816,327 New Shares and 6,122,449 Secondary Shares are sold in the
Offering (and assuming the put option is not exercised), Eesti Energia is expected to own 82.7% of the Shares of,
and voting rights in, the Company. Accordingly, Eesti Energia will continue to be the Company’s majority
shareholder and the Company will continue to be a subsidiary of Eesti Energia.

(b)  Management

In accordance with Estonian law, the operational management of the Company is structured as a two-tier system.
The Management Board is responsible for the day-to-day management of the Company’s operations and is
authorised to represent the Company based on the law and the Articles of Association. The Supervisory Council
is responsible for the strategic planning of the business activities of the Company and for supervising the activities
of the Management Board.

As at the date of this Prospectus, the Management Board consists of four members:

Current term
Name Citizenship Year of birth Member since Position expires
Aavo Kirmas Estonian 1975 05.07.2017 Chairman, CEO 24.09.2024
Veiko Rdim Estonian 1979 23.10.2017 Member, CFO 24.09.2024
Innar Kaasik Estonian 1979 31.08.2012 Member, COO 24.09.2024
Linas Sabaliauskas Lithuanian 1976 02.01.2019 Member, CDO 24.09.2024

As of 21 October 2021, the Supervisory Council shall consist of five members:

Member Current term
Name Citizenship Year of birth since Position expires Independent
Hando Sutter Estonian 1970 17.10.2017 Chairman 21.10.2024 No
Andri Avila Estonian 1975 17.10.2017 Member 21.10.2024 No
Raine Pajo Estonian 1976 01.01.2021 Member 21.10.2024 No
Erkki Raasuke Estonian 1971 21.10.2021 Member 21.10.2024 Yes
Anne Sulling Estonian 1976 21.10.2021 Member 21.10.2024 Yes

(c)  Statutory Auditors

AS PricewaterhouseCoopers (registration code 10142876; having its registered address at Parnu mnt 15, 10141
Tallinn, Estonia) is the statutory auditor of the Company from 2009. AS PricewaterhouseCoopers is a member of
the Estonian Board of Auditors (in Estonian: Audiitorkogu).

1.2.2. What is the key financial information regarding the issuer?

The tables below set forth the key financial information of the Group for each of the three financial years ended
31 December 2018, 2019 and 2020 and the six months ended 30 June 2020 and 2021 which have been extracted
or derived from the Group’s Audited Financial Statements and Unaudited Interim Financial Statements included
in this Prospectus respectively. The information has been presented in accordance with Annex I of European
Commission Delegated Regulation (EU) 2019/979.

(a)  Consolidated income statements

For the six-month For the year
period ended 30 June ended 31 December
2021 2020 2020 2019 2018?
(unaudited) (audited)
(EUR “000)
ReVENUE ..o 63,5224  56,558.8 113,994.3 119,833.1 60,007.6
Renewable energy support and other
operating iNCOME...........cvoveerervererererererennennn. 14,885.8 34,541.00  48,689.3() 31,684.8 17,968.3
Operating profit.........cccceeceveeceenencieneeneennens 27,259.5  48,508.7  71,978.7 49,524.5 20,608.4
Profit for the period attributable to.......... 25,032.3 47,474.5 67,870.4 36,784.9 9,638.0
Equity holder of the parent....................... 25,032.3 47,474.5 67,870.4 36,701.6 9,626.9
Non-controlling interest............cereevenenne - - - 83.3 11.1
Basic earning per share (EUR) ................. 5.22 9.90 14.2 7.7 2.0
EBITDA® 46,3852 66,8458 110,170.5 90,326.4 40,263.9



Note:
(1) Includes one-off transaction of sale of greenhouse gas emission allowances in the amount of EUR 13.7 million.

(2) The Company acquired 100% of the shares of Nelja Energia on 6 November 2018. The results of operations of the
acquired businesses of Nelja Energia were consolidated into the Group’s financial statements as of 1 November
2018.

(3) EBITDA, as calculated by the Group, represents profit for the period adjusted for corporate income tax expense,
profit (loss) from associates under the equity method, net finance costs, depreciation, amortisation and impairment.
EBITDA is an alternative performance measure and has not been audited or reviewed by the Group’s independent
auditors.

(b)  Consolidated statements of financial position

As at 30
June As at 31 December
2021 2020 2019 2018
(unaudited) (audited)
(EUR ¢000)

Total assets 727,635.9 739,444.8 730,197.4 757,765.9
Total equity 493,814.7 509,549.5 460,985.9 40,253.6
Net debt (unaudited)! ..........c.cceeeeeiererererennee. 179,245.9 188,562.5 224,705.4 652,905.2

Note:
(1) Net debt is defined as non-current borrowings plus current borrowings minus cash and cash equivalents.

(c)  Consolidated statements of cash flows

For the six-month period For the year
ended 30 June ended 31 December
2021 2020 2020 2019 2018
(unaudited) (audited)
(EUR “000)

Net cash generated from operating activities 41,949.2 65,490.6 101,254.6 74,626.9 36,838.6
Net cash used in investing activities (38,724.1) (1,146.7) (10,948.8)  (20,650.0) (258,809.7)
Net cash (used in) generated from financing

activities (2,858.9)  (66,353.6)  (90,658.6)  (70,852.0) 249,972.7

1.2.3. What are the key risks that are specific to the issuer?

e The production of electricity from renewable resources depends on weather conditions and on wind and solar
resources. Unfavourable weather conditions and changes in climate may have a material adverse effect on
the Group’s business, financial condition, and operating results.

e Any long-lasting decline in electricity prices could have a material adverse effect on the Group’s business,
financial condition, results of operations or prospects. In particular, as the residual life of the Group’s assets
benefitting from the subsidy programmes established in Estonia, Latvia, Lithuania and Poland exceed the
residual life of the subsidy programmes, the price it can obtain for electricity will have a greater impact on
Group’s revenues in the future.

e The Group’s development plan is capital intensive and subject to uncertainty. The Group depends on
financing from various sources, in particular external debt financing, for the development and construction
of its projects.

e The Group has engaged, and expects to continue to engage, in transactions with its parent, Eesti Energia and
other related parties and these may present conflicts of interest.

e Unfavourable changes in existing regulations or government policies in support of renewable energies could
significantly affect the performance of the Group’s existing operations.

e The Group faces risks associated with a lack of supply of raw materials used in its operations, in particular,
municipal waste.

e The Group’s maintenance activities depend to a large extent on third-party contractors, which may be
inadequate and thus lead to unplanned power outages, reduced output, and unanticipated capital expenditures.

e Competition to develop new renewable energy capacity is increasingly intense and may unfavourably affect
the Group. Further, the Group’s business is growing and changing rapidly, raising strategic, management,
operational and control challenges.



e The Group’s insurance coverage may be inadequate to compensate the Group for certain losses.

e  The Group is materially dependent on licences, permits and authorisations from various regulators and expiry,
revocation, or inability to renew licences, permits or authorisations could have a material adverse effect on
the Group. The Group is subject to ongoing legal proceedings.

1.3 KEY INFORMATION ON THE SECURITIES
1.3.1. What are the main features of the Shares?

As at the date of this Prospectus, the Company’s registered share capital is EUR 229,793,473 divided into
229,793,473 authorised, fully paid and issued Shares with a nominal value of EUR 1 each. The Shares are
registered in book-entry form in the Estonian Register of Securities (the “ERS”) maintained by Nasdaq CSD
Estonian branch.

The International Securities Identification Number (ISIN) of the Shares (including the Secondary Shares) is and
of the New Shares will be ISIN EE3100137985. The Shares are freely transferrable. Once the New Shares are
registered with the ERS, the New Shares will rank pari passu with all the existing Shares (including the Secondary
Shares) and the Offer Shares will be eligible for any dividends declared and paid on the Shares for the financial
period starting on 1 January 2021, and for any dividends declared and paid for any subsequent financial period.

Right to participate at general meetings of shareholders. The shareholders of the Company are entitled to take
part in the corporate governance of the company through the general meeting of shareholders (the “General
Meeting of Shareholders”). The General Meeting of Shareholders is the highest governing body of the Company
and decides on certain important corporate matters, such as the amendment of the articles of association, the
increase and decrease of the share capital, the issue of convertible bonds, the election and removal of the members
of the supervisory council and the auditor, the approval of annual reports and the distribution of profit, the
dissolution, merger, division or transformation of the company, and certain other matters. Resolutions may be
adopted at either annual or extraordinary general meetings.

In order to have the right to attend and vote at a General Meeting of Shareholders, a shareholder must be registered
in the shareholders’ register on the cut-off date, which is seven days before the meeting. A sharcholder whose
shares are registered in the name of a nominee can participate at the General Meeting of Sharcholders and exercise
the voting rights only if the nominee account holder has given a power of attorney to the shareholder.

Voting rights. The Company has one class of shares. Each Share entitles the holder to one vote. A sharecholder
may attend and vote at a General Meeting of Sharcholders in person or by proxy. At a General Meeting of
Shareholders, resolutions generally require the approval of a majority of the votes represented at the meeting.
However, pursuant to law or the articles of association of the Company certain resolutions require a higher
majority (e.g., of two-thirds or three-quarters) of the votes represented at the General Meeting of Shareholders
(such as amending the articles of association, recalling a member of the Supervisory Council before expiry of his
or her term of office, increasing or decreasing the share capital).

Pre-emptive subscription rights. According to the Estonian Commercial Code, upon issue of new shares by a
public limited company, existing shareholders of the company have pre-emptive rights to subscribe for new shares
in the company pro rata to their existing shareholdings. A resolution waiving pre-emptive rights must be approved
by at least 3/4 of all votes represented at the General Meeting of Shareholders. Such pre-emptive right is also
attached to the Shares.

Right to Information. The sharcholders of the Company have the right to receive information on the activities of
the Company from the Management Board at the General Meetings of Shareholders. However, Management
Board may refuse to give information if there is a reason to presume that this may cause significant damage to the
interests of the Company.

Right to Dividends. The Company’s articles of association do not provide for different rules in respect of dividend
payments and all shareholders have the right to participate in the distribution of profit of the company
proportionally to their shareholding in the Company. Under the Estonian Commercial Code, the distribution and
payment of dividends is resolved by the General Meeting of Shareholders. The Management Board must present
a profit distribution proposal to the General Meeting of Shareholders together with submitting an annual report.
The Supervisory Council has the right to make changes to the proposal of the Management Board before
submission to the General Meeting of Sharcholders. Dividends of listed companies are paid only to those
shareholders (or their nominees) who are entered on the list of shareholders (shareholders’ register) as maintained
in the ERS on the respective record date.

According to the Company’s dividend policy, approved by the General Meeting of Shareholders and Supervisory
Council on 14 September 2021 and 12 August 2021, respectively, the Company intends to annually distribute
50% of its preceding year’s net profit to its shareholders. The timing and amount of any future dividend payments



will depend on the Group’s existing and future financial condition, results of operations, need to maintain a
reasonable capital structure, liquidity needs and other matters that it may consider relevant from time to time. As
a result, there can be no assurance that the Company will pay dividends or, if a dividend is paid, what the amount
of such dividend will be.

Seniority of Shares in case of insolvency. Under the Estonian Bankruptcy Act, in the event of insolvency of the
Company, the shareholders will have the lowest seniority and will be entitled to participate last in any surplus
assets in a winding up in proportion to their shareholdings.

1.3.2. Where will the securities be traded?

On 1 October 2021, the Company filed an application with Nasdaq Tallinn Aktsiaselts (“Nasdaq Tallinn”) for
all the Shares to be listed and admitted to trading on the Baltic Main List of Nasdaq Tallinn (“Tallinn Stock
Exchange”). The trading of the Shares is expected to commence on the Tallinn Stock Exchange on or about 21
October 2021 following the registration of the New Shares with the ERS. No application has been made for the
Shares to be admitted to listing or trading on any other exchange.

1.3.3. What are the key risks that are specific to the securities?

e An active trading market for the Shares may not develop or may not be sustainable. The price of the Shares
may be subject to volatility. In particular, future equity offerings by the Company or Eesti Energia, or the
possibility of such sales, may adversely affect the price of the Shares.

e The Company’s ability to pay dividends in the future is not guaranteed. Shareholders may be affected by
changes in laws regarding taxation of dividends or gains at disposal.

e Additional equity capital raisings by the Company may dilute existing shareholdings. Further, shareholders
in certain jurisdictions may not be able to participate in future equity offerings by the Company.

e Eesti Energia, which is currently the Company’s sole shareholder and will continue to hold a majority of the
Shares following the Offering, may influence various fundamental corporate and business decisions of the
Group.

e  Therights of shareholders of Estonian companies may differ from the rights of the shareholders of companies
organised in other jurisdictions. Investors located or residing outside of Estonia may encounter more difficulty
in enforcing judgments against the Company.

14 KEY INFORMATION ON THE OFFER AND/OR THE ADMISSION TO TRADING
ON A REGULATED MARKET

1.4.1. Under which conditions and timetable can I invest in this security?

The Company is offering up to 40,816,327 newly issued ordinary shares with the nominal value of EUR 1 each
(the “New Shares”). Eesti Energia is offering up to 6,122,449 existing ordinary shares, with potential upsize to
up to 30,612,245 existing ordinary shares (the “Upsize Option”), with the nominal value of EUR 1 each (the
“Secondary Shares” and, together with the New Shares, the “Offer Shares”). The offering is made (i) by way
of an offering to retail investors in Estonia, Latvia and Lithuania (the “Retail Offering”) in the course of which
a certain number of Offer Shares are offered (the “Retail Offer Shares”) and (ii) by way of an offering to
institutional investors in and outside of Estonia (the “Institutional Offering”) in the course of which a certain
number of Offer Shares are offered (the “Institutional Offer Shares™) to qualified investors within the meaning
of the Prospectus Regulation, and elsewhere outside the United States in reliance on Regulation S (“Regulation
S”) under the U.S. Securities Act of 1933 as amended (the “U.S. Securities Act”) and to qualified institutional
buyers in the United States as defined in, and in reliance on, Rule 144A or pursuant to another exemption from,
or in a transaction not subject to, the registration requirements of the U.S. Securities Act (the Institutional Offering
together with the Retail Offering, the “Offering”).

The offer price per Offer Share (the “Offer Price”) will be determined through a book-building process within
the Offer Price Range (as defined below) and will be the same for all investors in the Retail Offering and the
Institutional Offering. The Offer Price range for the Offer Shares is expected to be EUR 2.45 to 3.15 (the “Offer
Price Range”). The final Offer Price will be published by means of a stock exchange release on or about 15
October 2021 and on the Company’s website (English version: www.enefitgreen.ee/en/ipo Estonian version:
www.enefitgreen.ee/ipo).

Right to Participate in the Retail Offering. The Retail Offering comprises an offer of Retail Offer Shares to all
natural and legal persons in Estonia, Latvia and Lithuania except for any persons who are categorised as qualified
investors pursuant to Article 2(e) of the Prospectus Regulation who should submit their offers in the Institutional
Offering.



Retail Offer Period. The subscription period for the Retail Offer Shares will commence on or about 5 October
2021 at 10 a.m. (Eastern European Summer Time — Estonian time) and expire on or about 14 October 2021 at 14
p-m. (Eastern European Summer Time — Estonian time) (the “Retail Offer Period”), unless the Offering is
postponed or cancelled.

Participation in Retail Offering. In order to participate in the Retail Offering, investors must submit undertakings
to subscribe for Retail Offer Shares (the “Subscription Undertaking”) during the Retail Offer Period. An investor
having the right to participate in the Retail Offering may apply to purchase the Retail Offer Shares only for the
price equal to the upper end of the Offer Price Range, i.e., EUR 3.15 per Retail Offer Share (the “Subscription
Price”).

Submission of Subscription Undertakings. In order to subscribe to the Retail Offer Shares, an investor must have
a securities account with the ERS or with a financial institution who is a member of Nasdaq Tallinn. An Estonian
investor wishing to subscribe to the Retail Offer Shares should contact the account operator that operates such
investor’s securities account at ERS and submit a subscription undertaking within the Offer Period for the
purchase of Offer Shares in the form set out below.

Owner of the securities account: name of the investor

Securities account: number of the investor’s securities account

Custodian: name of the investor’s custodian

Security: Enefit Green share

ISIN code: EE3100137985

Amount of securities: the number of Retail Offer Shares for which the investor wishes to
subscribe

Price (per one Offer Share): EUR 3.15

Transaction amount: the number of Retail Offer Shares for which the investor wishes to
subscribe multiplied by the Subscription Price per one Retail Offer Share

Counterparty: Swedbank AS)

Securities account of counterparty: 99000011822

Custodian of the counterparty: Swedbank AS

Value date of the transaction: 20 October 2021

Type of transaction: “purchase” or “subscription”

Type of settlement: “delivery versus payment”

Note:
(1) In order to facilitate the settlement process, Swedbank AS in its capacity as Settlement Agent is expected to agree
to prefund the issuance of the New Shares and in connection with the prefunding, the New Shares will be transferred
to a special purpose securities account of Swedbank AS prior to Settlement.

A Latvian or Lithuanian investor wishing to subscribe for the Offer Shares should contact the financial institution
which is a member of Nasdaq Tallinn and that operates such investor’s securities account and submit a
subscription undertaking within the Offer Period for the purchase of Retail Offer Shares in the form accepted by
the financial institution and in accordance with the terms of the Offering.

Multiple subscription undertakings by one investor shall be merged for the purposes of allocation. An investor
shall bear all costs and fees payable in connection with the submission, cancellation or amendment of a
subscription undertaking as charged by the respective ERS account operator or financial institution who is a
member of Nasdaq Tallinn, accepting the Subscription Undertaking. The Company does not require payment of
any direct costs upon subscription to the Retail Offer Shares from the investors.

Payment for Retail Offer Shares. By submitting a Subscription Undertaking, an investor authorises and instructs
the institution operating the investor’s cash account connected to its securities account (which may or may not
also be the investor’s custodian) to immediately block the whole transaction amount on the investor’s cash account
until the Settlement is completed or funds are released in accordance with these terms and conditions. The
transaction amount to be blocked will be equal to the Subscription Price multiplied by the number of Retail Offer
Shares subscribed for.

Settlement of the Offering. The Offer Shares allocated to the investors who participated in the Offering shall be
transferred to their securities accounts on or about 20 October 2021 through the “delivery versus payment” method
simultaneously with effecting the payment for such Offer Shares.

Stabilisation. In connection with the Offering, Swedbank AS (the “Stabilising Manager") acting on behalf of
the Citigroup Global Markets Europe AG, Swedbank AS and Nordea Bank Abp (the “Joint Global
Coordinators” and the “Underwriters”) may, for stabilisation purposes, acquire up to 15% Offer Shares on the
Tallinn Stock Exchange in order to stabilise the stock market price of the Shares at a level higher than that which
would otherwise prevail in accordance with applicable law and for the purposes of funding the acquisition of the
Shares in the stabilisation transactions the Stabilising Manager or its agent (if any) will use the proceeds from the
sale of the Secondary Shares. The stabilisation transactions to purchase the Shares may be effected at any time on
or before the 30th calendar day after the commencement of trading in the Shares on the Tallinn Stock Exchange
(the “Stabilisation Period”). At the end of the Stabilisation Period, the Stabilising Manager or its agent will return
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to Eesti Energia any Shares which have been purchased in the market as a result of stabilisation activities and/or
any remaining Stabilisation Proceeds which were not used for stabilisation activities pursuant to the terms of the
put option. Stabilisation transactions (i) aim at supporting the market price of the Shares during the Stabilisation
Period, (ii) may result in a market price of the Shares that is higher than would otherwise prevail, and (iii) will be
conducted by the Stabilisation Manager solely on the Tallinn Stock Exchange.

Dilution. Assuming that all offered New Shares will be subscribed for and issued and all Secondary Shares sold,
the Offering will result in an immediate dilution of (i) up to 23.0% to the shareholding of Eesti Energia (assuming
both the Upsize Option and the put option are exercised in full); or (ii) up to 26.4% to the shareholding of Eesti
Energia (assuming the Upsize Option is used in full and that the put option is not exercised).

1.4.2. Who is the offeror and/or the person asking for admission to trading?

The Company is the person asking for admission to trading for all the Shares of the Company. Eesti Energia is
the offeror of the Secondary Shares. Eesti Energia is a public limited company (aktsiaselts) incorporated pursuant
to the laws of the Republic of Estonia. Eesti Energia is registered in the Estonian Commercial Register under
registration code 10421629.

1.4.3. Why is this prospectus being produced?

Reasons for the Offering. The Prospectus is being produced in connection with the Offering. The purpose of the
Offering is to offer to investors up to 26.4% of the Company’s shares (including newly-issued and existing shares)
and to broaden the Group’s investor base. With the Offering, the Company aims to increase liquidity of its Shares
and enhance the Company’s profile in relation to current and potential customers and other cooperation partners.

Use of proceeds. Assuming the Offer Price is set at the mid-point of the Offer Price Range and 35,714,286 New
Shares are subscribed for and issued, the Company expects to receive gross proceeds of approximately EUR 100
million from the Offering. The net proceeds to the Company in the Offering, after deducting estimated
commissions (excluding payment of any discretionary commissions) and expenses payable by the Company of
approximately EUR 7.97 million, are estimated to be approximately EUR 92.0 million, assuming no use of the
Upsize Option.

The Company intends to use the net proceeds of the Offering to finance the Group’s development projects and
any potential new projects in order to support the Group’s growth and development strategy. In particular, the
Company plans to use the net proceeds of the Offering for the purposes of developing the wind and solar parks in
the Group’s near-term pipeline which consists of Silale IT wind park that is under construction and various other
projects with a potential for FiD by the end of 2021 and 2022. Management estimates that the development of all
projects in the near-term pipeline would require capital expenditure between EUR 560 million and EUR 610
million. The exact allocation of the funds to various ongoing development projects will be determined by the
Company at a later stage depending on the process (including speed, stage and order of execution) of the ongoing
development projects. The Group will retain broad discretion in the allocation of the net proceeds of the Offering.

The Company will not receive any proceeds from the sale of Secondary Shares by Eesti Energia.

Underwriting arrangements. The Company and Eesti Energia expect to enter into an underwriting agreement on
or about 5 October 2021 (the “Underwriting Agreement”) with the Joint Global Coordinators with respect to the
Offering. The obligations of the parties to the Underwriting Agreement will be subject to the execution of the
Pricing Agreement by the parties to the Underwriting Agreement and certain other conditions precedent that are
typical for an agreement of this nature.

Material conflicts of interest. To the knowledge of the Management, there are no conflicting interests which are
material to the Offering.
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PART 2.RISK FACTORS

Investment in the Shares involves a high degree of risk. Prospective investors in the Shares should
consider carefully, among other things, the risks set forth below and the other information contained in
this Prospectus prior to making a decision to invest in the Shares. Any of the risks highlighted below
could have a material adverse effect on the Group’s business, financial condition, results of operations
or prospects and result in a corresponding decline in the value of Shares. As a result, investors could
lose a part or all of the value of their investment. A potential investor who is in any doubt about the
action it should take should consult a professional adviser who specialises in advising on the acquisition
of shares and other securities.

Prospective investors should note that the risk factors described below are not intended to be exhaustive
and additional risks and uncertainties not currently known to the Group or that the Group currently
considers immaterial may also have the effect set forth above. Prospective investors should consider
carefully whether an investment in the Shares is suitable for them in the light of the information in this
Prospectus and their personal circumstances.

2.1 RISKS RELATING TO THE GROUP’S BUSINESS

2.1.1. The production of electricity from renewable resources depends on weather conditions
and on wind and solar resources.

The Group invests in and plans to continue to invest in electricity generation projects that depend
on wind and solar resources. As of 31 December 2020, the Group’s wind and solar assets in
operation represented 398 MW and 30 MW, respectively, or approximately 87% and 7%,
respectively, of its total installed electricity generation capacity.

Electricity generation by the Group’s wind and solar assets depends largely on the kinetic energy
of the wind to which its wind parks are exposed and the amount of solar irradiance available to
its solar facilities. These resources are outside of the Group’s control and may vary significantly
over time. General meteorological conditions such as seasonal changes in resources are complex
and difficult for the Group to predict, especially since exceptionally poor meteorological
conditions may lead to one-time drops in production levels and in the associated levels of revenue
generated by its assets. If unfavourable meteorological conditions were to continue over the long
term, they could negatively affect the profitability of impacted projects. To the extent that climate
change causes variations in wind or cloud cover, it may have an adverse effect on the Group’s
assets and business. Wind conditions may also be adversely affected by man-made obstructions
constructed in the vicinity of the wind park, such as new wind parks. Any such obstructions could
reduce the output of the Group’s wind parks resulting in a material adverse effect on the Group’s
business, financial condition and operating results.

Insufficient wind or solar irradiance could lead to a decrease in the generation of electricity. By
establishing a portfolio of projects in different geographical locations, performing extensive wind
measurements and evaluating which wind turbines are most suitable for the specific geographical
location prior to making decisions regarding investments, the Group reduces the risk of variations
in output.

The Group bases its projected electricity production in part upon statistical studies of historical
weather conditions at its sites. Unfavourable weather conditions, changes in climate,
technological failures and significant discrepancies between estimates and actual electricity
production may have a material adverse effect on the Group’s business, financial condition,
results of operations or prospects.
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2.1.6.

2.1.7.

The Group’s current and prospective operations may be negatively affected by failure of
information and technology systems, an inability to implement technological and
information technology innovations and cyber-attacks.

If any of the Group’s critical information or communications systems fail or become unavailable,
the Group may need to perform certain functions manually, which would temporarily affect the
efficiency and effectiveness of its operations. Moreover, the operations of the Group and of its
technology and communications service providers are vulnerable to damage or interruption from
human error, data inconsistency, internet slowdowns or unavailability, natural disasters, power
loss, computer viruses, intentional acts of vandalism, breaches of security and similar events.

The extent to which the provision of vital services in the markets where the Group operates and
plans to operate depends on technology is continually increasing. Consequently, the impact of
interruptions of these services on the functioning of society, the economy and national security
in general is increasingly significant. Due to its geopolitical location, both public and private
sector companies in the Baltic region are also at risk of being a target of politically-motivated
cyber-attacks. If such attacks occur, the Group may experience theft or destruction of data,
including commercial, customer and financial information, which could cause commercial
detriment to the Group and/or damage to its reputation. The policies maintained by the Group to
protect its data may not be sufficient to prevent its systems from suffering failures or delays that
might cause significant data loss or other disruptions to the Group’s business.

A system failure, disruption or security breach that causes a delay, interruption or impairment of
the Group’s services and operations, or the unsuccessful integration of ongoing projects, could
have a material adverse effect on the Group’s business, financial condition, results of operations
or prospects.

A number of the Company’s production assets are located on land plots under lease
agreements.

The majority of the Group’s production assets are located on land which is not wholly owned by
the Group. These facilities are located on land owned by third parties under long-term lease
agreements or equivalent agreements providing the Group with rights to operate production assets
on the land in question for the term of such agreement. The average terms of such agreements, as
of 30 June 2021, are 23 years in respect of Estonian assets, 83 years in respect of Lithuanian
assets and 23 years in respect of Polish assets. The terms of the land rights generally exceed the
projected life expectancies of the production assets. However, in the case of certain production
assets, the projected life expectancy exceeds the current term of the land rights. These include
Ojakiila wind park (land rights expiration in December 2039 whereas life expectancy is to April
2043), four wind turbines in Aseriaru wind park (land rights expiration in November 2031
whereas life expectancy is to September 2032) and CHP facility in Valka (land rights expiration
in 2029 whereas life expectancy is to 2032). The Company may not be able to negotiate
extensions or renewals of these agreements upon their expiration with economically viable terms
or at all. Any such eventuality could have a material adverse effect on the Group’s business,
financial condition, results of operations or prospects.

The land plots where the Aulepa wind park is located (containing Aulepa I and Aulepa II, which
constitute 48 MW of the Group’s production capacity) are owned by a number of private
individuals and companies. Although Enefit Wind has the right to use the respective land plots
under the right of superficies (hoonestusoigus) until the end of the agreed term (which is beyond
the estimated life expectancy of the wind park), some of the respective agreements also provide
for the right of the landowner to terminate the right of superficies without cause with 12 months’
prior notice, subject to payment of compensation to Enefit Wind. Any such termination would
compel Enefit Wind to remove its wind turbines from the respective land plots. While the
contractual arrangements relating to such land plots contain provisions pursuant to which Enefit
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2.1.8.

Wind receives compensation (including for loss of profit following termination, in certain
circumstances), there is no assurance that the amount of compensation would be sufficient to
cover the full loss of profits resulting from such termination and, as such, any such termination
could have a material adverse effect on the Group’s business, financial condition, results of
operations or prospects.

Further, the majority of the wind turbine sites at Ciuteliai and all of those at Mockiai are currently
operated under sub-lease arrangements. As such, the provisions of the underlying third-party
leases, particularly regarding continuation and validity, are beyond the Group’s control.
Termination of underlying leases could result in the loss of land use rights by the Group. Upon
termination of underlying leases, the Group may not be able to negotiate renewals of these
agreements with economically viable terms or at all. Legal uncertainties related to sub-lease
arrangements may expose the Group to legal challenges impacting land use rights. Any such
eventuality could have a material adverse effect on the Group’s business, financial condition,
results of operations or prospects.

The Group faces risks associated with a lack of supply of raw materials used in its
operations, in particular, municipal waste.

The Group’s operations primarily depend on a consistent and commercially adequate supply of
raw materials and fuels, including logs, sawdust, woodchips and municipal waste. These raw
materials and fuels are procured from waste collection companies and counterparties in the
forestry and wood processing sector, via tender processes and bilateral agreements. If supply is
limited, it could have a material adverse effect on the Group’s business, financial condition,
results of operations or prospects, particularly where — for example, with the sale of pellets — the
Group is not able to pass the costs of any increases in raw material costs to end purchasers, thereby
negatively affecting margins.

In particular, there is no guarantee that the Group will be able to secure a sufficient supply of
mixed municipal waste at economically viable gate fees (the charge levied upon a given quantity
of waste received at a waste processing facility) and of required quality for its waste-to-energy
unit at Iru. Low energy content of municipal waste could result in technical difficulties in
operating the waste-to-energy unit, resulting in the need to secure supplies of waste with higher
energy content, such as refuse-derived fuel (“RDF”) or otherwise require the Group to use
alternative sources of fuel, such as waste wood and woodchips. Increased demand for municipal
waste resulting from new waste-to-energy units being established in the region and/or new RDF
producers starting operations in the region could have a material adverse effect on the Group’s
ability to secure municipal waste and the applicable gate fees. Consolidation of Estonian waste
collection companies could also lead to less favourable gate fees and other terms and conditions
applied upon procurement of waste. Difficulties in securing supply of waste material of sufficient
quantity and quality at economically viable gate fees could result in the waste-to-energy unit not
being able to produce the expected quantity of heat or electricity, or in the Group earning less
from the gate fees which may not be fully recovered from the regulated heat price, either of which
could have a material adverse effect on the Group’s business, financial condition, results of
operations or prospects.

The EU regulatory framework relating to the handling of waste is anticipated to affect the volume
of municipal waste available for incineration and thus also the ability of the Group to charge gate
fees for the receipt of municipal waste that the Group needs to procure for the operation of its
waste-to-energy unit. Under Directive (EU) 2018/851 of the European Parliament and of the
Council of 30 May 2018 amending Directive 2008/98/EC on waste, by 2025, a minimum of 55%
of municipal waste (by weight) must be prepared for re-use or recycled, and by 2030, this quota
will be increased to 60% (subject to a possible reduction in targets by 5% upon meeting certain
prerequisites) meaning that less municipal waste is directed to incineration. Future changes to the
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2.1.9.

regulatory framework or any applicable targets may further impact the availability of municipal
waste.

In view of the above targets for re-use and recycling of waste, there have been initiatives from
time to time to establish environmental charges on waste incineration. Although the Group may
be able to pass on the additional costs resulting from environmental charges being imposed on
waste incineration in the form of the gate fees it charges upon delivery of waste to the waste-to-
energy unit or in the form of regulated heat prices, there is no certainty as to whether and/or when
the Group would be able to pass on all such costs. Any such changes could have a material adverse
effect on the Group’s business, financial condition, results of operations or prospects.

In addition, pursuant to the terms of certain agreements which the Group has entered into for the
procurement of waste for the Group’s waste-to-energy unit at Iru, the Group may be obliged to
accept waste deliveries regardless of planned or unplanned outages at the Iru facility. The Group
has limited storage capacity for municipal waste and therefore has a policy in place to redirect
waste deliveries in case of stoppages of the waste-to-energy unit. In such circumstances, the waste
deliveries may be redirected (i) to landfill, (ii) for storage and redelivery and later use by the
Group or (iii) for production of refuse-derived fuel to be later used by the Group. Any such
unplanned stoppage of the operations of the waste-to-energy unit would increase the costs
associated with landfilling, storage or transport and also decrease the revenues the Group receives
from being able to charge gate fees. These additional risks could lead to a material adverse effect
on the Group’s business, financial condition, results of operations or prospects.

The Group’s maintenance activities depend to a large extent on third-party contractors,
which may be inadequate and thus lead to unplanned power outages, reduced output and
unanticipated capital expenditures.

The Group’s maintenance activities primarily aim to prevent any suspension or interruption in
and to optimise the production of electricity and heat, and pellets. Suspensions and interruptions
can occur as a result of a breakdown, externally inflicted damage (by fire or otherwise) or
scheduled maintenance. Although insurance is in place to cover such suspensions and
interruptions, there can be no assurance that the insurance will be sufficient to cover all
eventualities. Such suspensions or interruptions could have a material adverse effect on the
Group’s business, financial condition, results of operations or prospects.

The Group has entered into operation and maintenance (“O&M”) contracts with respect to a
majority of the Group’s production assets in its Wind segment. These comprise 74% of the
Group’s installed capacity in the Group’s Wind segment. Typically, under the terms of these
O&M contracts, the Group is entitled to compensation from the O&M provider if the availability
of its wind turbines falls below a certain threshold (either 95% or 97%, depending on the
contract). The majority of the Group’s O&M contracts in its Wind segment include time-based
availability guarantees, while some include production-based availability guarantees. Some of
the wind parks are under maintenance agreements with the original equipment manufacturer,
including Virtsu, Virtsu I, Virstu Il and Esivere. These wind parks are not covered by contractual
availability guarantees. The pricing structure for O&M contracts in the Wind segment is based
on either a fixed fee per turbine per year or the volume of electricity produced per turbine per
year. A majority of the contracts provide for a variable fee based on the volume of electricity
produced per year combined with a minimum fixed fee per turbine per year.

Further, the O&M providers are difficult to replace. The bankruptcy of WinWinD in 2013
resulted in the termination of existing O&M services, previously provided by WinWinD, for the
maintenance of the wind turbines used at Aulepa I, Aulepa II, Aseriaru, Vanakiila and Viru-
Nigula wind parks. Currently, the Group has two O&M agreements with Empower 4Wind OU,
which together provide for the maintenance of the above wind parks. Both agreements are valid
until the end of 2023 and include a right to extend by a further two years. These wind turbines

18






Furthermore, as the Group expands its operations, portfolio and geographic footprint, the Group’s
operating success and ability to carry out its business plan depend in a large part upon its ability
to attract and retain additional qualified personnel who have specific technical or industry
expertise, including people in the locations where the Group has operations. For example, the
Group’s engineering and on-the-ground personnel are critical to the development of new projects
and the profitable operation of the Group’s existing projects. The Group is also routinely required
to assess the business, financial, legal and tax impacts of the complicated business transactions
that the Group enters into, whether in connection with evaluating and developing new projects or
overseeing asset construction and operation. The success of these projects is dependent on hiring
and retaining personnel with sufficient expertise to allow the Group to accurately and timely
complete its analysis and reporting requirements. There is significant competition in the
renewable energy industry in attracting qualified personnel with the necessary expertise, and there
can be no assurance that the Group will be able to hire a sufficient number to support its business
plan and growth. The inability to attract and retain qualified personnel could have a material
adverse effect on the Group’s business, financial condition, results of operations or prospects.

Additionally, from time to time, executives and other employees with technical or industry
expertise may leave the Group. The Group’s failure to promptly appoint qualified and effective
successors for such individuals or inability to effectively manage temporary gaps in expertise or
other disruption created by such departures, could have a material adverse effect on the Group’s
business, financial condition, results of operations or prospects.

The Group’s success also depends on its ability to attract and maintain a motivated workforce
more generally. The failure to maintain good relations with the Group’s workforce could result
in labour disputes, which could involve work stoppages, strikes or other industrial action or labour
difficulties (including higher labour costs) which could, in turn, have a material adverse effect on
the Group’s business, financial condition, results of operations or prospects.

2.1.11. The Group’s insurance coverage may be inadequate to compensate the Group for
certain losses.

Power and heat generation involves hazardous activities, including but not limited to operating
large pieces of rotating equipment and delivering electricity to transmission and distribution
systems. Hazards such as lightning, high winds, fire, explosion, collapse and machinery failure,
are inherent risks in the Group’s operations and may occur as a result of inadequate internal
processes, technological flaws, human error or external events. These hazards can cause
significant injury or death, severe damage to and destruction of property, plant and equipment
and suspension of operations. The occurrence of any of these events may subject the Group to
investigation, remediation requirements, substantial damages, personal injury and natural
resource damages, fines and/or penalties and loss of revenue from suspended operations.

In addition, while the Group obtains warranties from vendors and obligates contractors to meet
certain performance levels, the proceeds of warranties or performance guarantees may not
sufficiently compensate the Group for lost revenue, increased expenses and financing costs or
liquidated damages payments should the Group experience equipment breakdown or non-
performance by contractors or vendors.

Damages or losses not covered by contractor warranties may be covered by insurance, but this

may not always be the case, as such damages or losses may be (or be considered by insurers to
be) outside the scope of applicable insurance policies.
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2.1.12. The Group’s business, financial condition and operating results are affected by
macroeconomic trends in the markets in which it operates.

The Group’s business is influenced by macroeconomic factors affecting the economies of the
markets in which it operates (namely, the Baltic countries, as well as Finland and Poland).
Further, as the Group sells the electricity it produces in Estonia and one wind-farm in Lithuania
on the Nord Pool power exchange, the Group’s business is also impacted by macroeconomic
factors affecting the Nordic countries. Generally, there is a positive correlation between energy
prices in a given region and the level of demand. One driver of energy demand is economic
output: greater economic output can lead to increased demand for energy, since prices often
reflect the state of the economy as a whole. For example, the price of electricity fell in the six
months ended 30 June 2020 as compared with the equivalent period in 2019 due to lower demand
arising from the combined impact of COVID-19, the increased supply from hydropower plants
in the Nordics, and the unseasonably warm weather during winter. Therefore, macroeconomic
trends in the countries in which the Group operates, and in Europe more broadly, have a
significant impact on the Group’s business and financial position and any negative
macroeconomic trends could have a material adverse effect on the Group’s business, financial
condition, results of operations or prospects.

2.1.13. The Group is subject to risks related to ethical misconduct or breaches of applicable
laws by its employees and suppliers.

The Group has implemented compliance policies and procedures with respect to applicable
anticorruption laws. However, there can be no assurance that all of the Group’s employees and
suppliers will not violate the Group’s policies or applicable law. Any incidents of ethical
misconduct or non-compliance with applicable laws and regulations, including anti-corruption,
sanctions, anti-money laundering or other applicable laws, by the Group’s employees may subject
the Group to significant fines or may lead to other consequences, such as damage to the Group’s
reputation. Any such non-compliance could have a material adverse effect on the Group’s
business, financial condition, operating results and prospects.

2.1.14. The Group is subject to risks relating to its investments in associates.

The Group has invested in two associates in connection with its Wind segment: a 40% equity
shareholding in the independent service provider Empower 4Wind OU and a 10% equity
shareholding in Wind Controller JV Oy. The Group expects to continue conducting certain
business functions in its Wind segment in part through investments in associates. The Group does
not consolidate revenues from any of these entities, instead accounting for the profit or loss
attributable to the shareholdings under the equity method of accounting. The Group’s technical
knowledge of WinWinD turbines is, in part, dependent on the Group’s cooperation with its
associate partners. If the Group is unable to continue its cooperation with these partners, such
technical knowledge may be negatively impacted. This, in turn, could have a material adverse
effect on the Group’s business, financial condition, results of operations or prospects.

2.1.15. The Group is subject to risks arising from PPAs.

Certain electricity produced by the Group’s solar parks is sold under physical PPAs with Eesti
Energia, which has entered into back-to-back physical PPAs with certain clients for the sale of
electricity at a fixed price. The Company and Eesti Energia also entered into electricity base load
swap derivative contracts under the ISDA 2002 Master Agreement in order to hedge the price
risk of wholesale electricity prices against the production of all assets exposed to such market
risks, but such agreements were recently replaced by PPAs in the form of electricity forward
contracts under the European Federation of Energy Traders (“EFET”’) General Agreement. After
the Offering, the Group expects to continue to use the above model with view to providing
additional revenue security via physical PPAs, and may consider entering into direct corporate
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with the equivalent period in 2019) and increased by 89% in the six months ended 30
June 2021 (as compared with the six months ended 30 June 2020);

e health consequences on the activity of the Group’s employees and service-providers:
risks related to the employment of third party contractors and to the Group’s ability to
retain key staff;

e disruptions in carrying out the Group’s projects and operations: risks linked to projects
in the development and construction phases, risks related to the maintenance of
electricity, heat and pellet production installations and to IT infrastructure; risks related
to the maintenance or repair of production facilities;

e possible slowdown in the economic and administrative activity of the countries in which
the Group operates: risks related to contract terminations and payment defaults, to
obtaining permits, licenses and authorisations, and to the connection to distribution or
transmission networks.

The extent to which the COVID-19 pandemic ultimately impacts the Group’s business depends
on future developments, including the duration, spread and intensity of the outbreak and the
implementation of prevention and mitigation measures, which are uncertain and difficult to
predict. There can also be no assurances that a potential tightening of liquidity conditions in the
future as a result of, for example, further deterioration of public finances will not lead to new
funding uncertainty, resulting in increased volatility and widening credit spreads. If the COVID-
19 pandemic becomes more pronounced, or if widespread public health concerns occur in the
future, the Group’s business, financial condition or results of operations could be materially and
adversely affected.

The foregoing could disrupt the Group’s operations, affect regional economies, damage or
destroy the Group’s assets or adversely affect the business or financial condition of the Group’s
customers, any of which could have a material adverse effect on the Group’s business, financial
condition, results of operations or prospects.

2.1.17. Seasonality and weather fluctuations, as well as long-term shifts in climate conditions,
could decrease demand for the Group’s products or otherwise have a material adverse
effect on the Group’s business, financial condition and operating results.

Demand for electricity and heat in the markets in which the Group operates is seasonal and shifts
with fluctuations in weather. The Group typically experiences higher demand during the colder
first and fourth quarters of the year, from October to March, and lower demand during the warmer
second and third quarters, from April to September. Periods of unseasonably warm weather
during autumn and winter months typically reduce demand below anticipated levels.
Furthermore, long-term shifts in climate conditions may result in more permanent changes in
demand for the Group’s products.

Accordingly, if the Baltic and Nordic countries experience any unseasonably warm weather,
particularly during the autumn and winter months, or the climate of the Baltic and Nordic
countries becomes warmer as a result of global trends, demand for electricity, pellets and heat in
the respective countries could decrease, which could have a material adverse effect on the
Group’s business, financial condition, results of operations or prospects.

2.1.18. The Group could be adversely affected by challenges to its transfer pricing arrangements.
As the Group is operating multiple segments across related business lines, it undertakes

significant intra-group transactions and enters into intra-group contractual arrangements among
the Group entities, including with respect to the downstreaming of funds borrowed at the
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2.3.1

third parties. In the case of Liivi, Eesti Energia has agreed to offer the Company the possibility
to participate in and/or acquire the project on market terms, although it is not obliged to offer this
exclusively to the Company. In respect of the potential transfer of both Tootsi and Liivi, the
Company’s right to acquire the projects are subject to certain conditions precedent.

2.3 RISKS RELATING TO REGULATION AND GOVERNMENT POLICIES

. Unfavourable changes in existing regulations or government policies in support of
renewable energies could significantly affect the performance of the Group’s existing
operations.

The Group’s activities are to a significant extent dependent on incentive-based public policies in
the countries in which the Group operates, which aim to promote the production and sale of
energy from renewable resources. These policies and mechanisms typically enhance the
commercial and financial viability of renewable energy installations. Changes in the regulatory
environment and the government subsidies for renewable energy production could distort supply
and demand based prices, reduce the profitability of projects, or otherwise have a material adverse
effect on the Group’s business, financial condition, results of operations or prospects. See “Part
10 (Regulatory Overview)” for a summary of the principal laws and regulations applicable to the
renewable energy sector in Estonia, Latvia, Lithuania, Finland and Poland.

The continuing availability of subsidy programmes for the Group’s operations depends on
political and policy developments relating to environmental concerns in a given country or region,
which can be affected by a wide range of factors, including macroeconomic conditions in the
relevant country or region, changes in governments and lobbying efforts by various affected
stakeholders (including the renewable energy industry), other producers and consumers of
electricity, environmental groups, agricultural businesses and others.

Government subsidies for renewable energy production constitute state aid, the grant of which is
subject to European Union state aid rules. Should any such aid be given in breach of the European
Union state aid rules, recipient of such aid, including the Group may face withdrawal of such
subsidies and claims for repayment of renewable energy subsidies received (plus interest). In
particular, the following subsidy arrangements applicable to the Group are subject to ongoing
challenge:

Estonia:

o The Estonian renewable energy subsidy scheme for operating aid applicable to so-
called existing producers failed to comply with the European Commission notification
procedure as required under applicable law. As such, the risk that the subsidies received
during this period could be found to constitute illegal state aid cannot be excluded. This
concerns producers accepted onto the renewable energy subsidy scheme before 28
October 2014 and from 1 January 2016 to 6 December 2017. Most of the Group’s
electricity generation installations fall within these periods. Should the scheme be
found to constitute illegal state aid, the European Commission may require the Estonian
government to withdraw the applicable subsidies and to require the recipients of the
state aid to repay any subsidies received (plus interest). While the European
Commission has been aware of the Estonian renewable energy subsidy schemes and
has not made any recovery decisions to date, the risk of future recovery orders cannot
be excluded. Although any such claims would in addition to any other legal arguments
be subject to expiration of the relevant statutes of limitation. Subject to applicable
statutes of limitation, the Estonian state might also order the recovery of such aid or
require the payment of interest.
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o Ithas been disputed whether the Estonian renewable energy subsidy scheme applicable
to so-called existing producers has an incentive effect for purposes of European Union
state aid rules, as the relevant national legal provisions permitted renewable energy
producers to apply for support after the relevant electricity generation installation had
been completed (that is, after start of works within the meaning of European Union
state aid rules). According to applicable state aid guidelines, aid granted without an
incentive effect is considered incompatible with the internal market and, as such, is
prohibited. The Estonian Supreme Court has on 28 September 2020, upon hearing of a
case between third parties not connected to the Group, requested a preliminary ruling
from the European Court of Justice, among others, on this question. While the
European Commission (in its Decision No SA.47354 dated 6 December 2017)
previously agreed that the aid under Estonian renewable energy subsidy scheme has
incentive effect and previously confirmed the same in respect of other similar schemes,
the risk of an adverse finding cannot be excluded. Such a finding could include a
determination that the previously awarded subsidies were in breach of the applicable
rules and might result in electricity generation installations, including those of the
Group, losing the right to receive operational aid. Although any such claims would in
addition to any other legal arguments be subject to expiration of the relevant statutes
of limitation, the European Commission and the Estonian state might also order the
recovery of such aid or require the payment of interest.

o The incentive effect of state aid for electricity generation installations with a capacity
of below 50 kW is also a potential source of dispute due to changes in the Electricity
Market Act which became effective as of 1 July 2020 and were aimed at rendering the
aid scheme compatible with Article 43 of the Commission’s regulation (EU) No
651/2014. Additionally, the TSO could revise the cost and aid calculation methods to
avoid overcompensation. The Group also has electricity generation installations with
the capacity of below 50 kW for which the start of works occurred prior to the referred
changes became effective.

Latvia: The Latvian government is currently revising various regulations regarding state aid
schemes. Among other things, under contemplated amendments the results of operations of
Valka CHP facility and Broceni CHP facility may be impacted in future, in particular because
of reduction of future subsidies due to the contemplated changes regarding the calculation of
the permitted IRR cap for the entire support period and assessment of compliance with such
cap. In addition, amendments to the Electricity Market Law have been pending before the
Latvian Parliament since February 2020, which may result in termination of the whole
renewable energy subsidy scheme currently in place.

Lithuania: Legal uncertainty exists with regard to the renewable energy subsidy mechanisms in
Lithuania. The European Commission has approved the subsidy scheme that was valid from 12
May 2011 to 31 July 2015 on 8 January 2019, but on 14 April 2021 the General Court annulled
the Commission’s decision on clearance of state aid. Annulment of the decision means that the
subsidies paid to market participants that were accepted to the subsidy scheme during the
referred period amount to illegal state aid and will have the said status until such aid is reviewed
and cleared by the Commission. The General Court annulled the Commission’s referred
decision on procedural grounds, which in turn means that no substantial problems with the
applied renewable energy subsidy scheme were established. Therefore, it is expected that the
Commission will approve the state aid again. However, until such decision is made and subject
to applicable statutes of limitation, it cannot be excluded that further payment of subsidies may
be suspended or previously paid subsidies may be reclaimed with interest.

Any reversal of, or unfavourable changes to, such governmental incentive policies or interpretive

ambiguities and uncertainties around their implementation (including, but not limited to, those
described above) could have a material adverse effect on the Group’s business, financial
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available historical operational data the Group expects that Valka CHP facility is able for comply
with the benchmarks the risk of future incompliance cannot be excluded.

Any failure by the Group to fully comply with current and future laws and regulations or to
maintain good relations with regulators, could have a material adverse effect on the Group’s
business, financial condition, results of operations or prospects.

The Group’s operations are subject to extensive environmental regulation and the cost of
complying with such regulations could have a material adverse effect on the Group’s
profitability and financial condition.

The Group is subject to significant and complex environmental regulation, including, with respect
to the Group’s CHP facilities, those regulating the emission of CO,, SO,, NOx and other
hazardous substances into the environment. The requirements of such regulations are complex,
and the cost of compliance is significant. The imposition of requirements that are more stringent
than those that the Group is currently subject to could have a material adverse effect on the
Group’s business, financial condition, operating results and prospects. Electricity switchgears in
the Group’s electricity generation installations use small amounts of fluorinated greenhouse gas
SF6. which is also subject to environmental regulation.

Although limitations on noise level are taken into account during the planning phase, any
complaints from communities in the locality of the Group’s sites, especially near residential areas,
could result in adverse consequences for the Group. Any new requirements on maximum noise
level of production units located in residential areas could have a material adverse effect on the
Group’s business and financial condition. In Lithuania, new rules effective as of 1 January 2020
apply in relation to establishment and registration of sanitary protection zones (“SPZs”). As a
result of these new rules, the Group will have to establish and register with the Lithuanian Real
Estate Register new SPZs relating to its operating assets in Lithuania by the end of 2022. This
involves taking a number of steps, including — but not limited to — obtaining of consents from
the owners of land plots covered by the SPZ. Failure to establish new SPZs could result in
sanctions including the suspension of activities of the Group’s operating assets in Lithuania and
as a result have a material adverse effect of the Group’s business, financial condition, results of
operations or prospects.

Failure to comply with the requirements of environmental permits or environmental laws may
lead to investigations, fines, penalties, claims, costly corrective works or suspension or shutdown
of operations, any of which could have a material adverse effect on the Group’s business,
financial condition, results of operations or prospects.

In addition, the Group is required under environmental laws to pay environmental charges in
relation to the amount of the emissions generated by its operations. These charges, which may be
substantial, are set by the Estonian or Latvian government as applicable (depending on the
location of the operations), in each case by reference to quantity and other criteria. Any increase
in these charges and/or their application to emissions of substances not currently subject to such
charges could increase the Group’s costs.

Regulatory measures are being taken at both national and international levels to reduce the
quantities of atmospheric pollutants such as CO,, NOx, VOC, SO, and particulate matter from
industrial activities, including electricity and heat generation.

Future changes to national, EU and international regulatory framework in relation to air emissions
could affect the Group’s ability to use some of its current production methods and limit its
generation capacity. Even if upgrades of existing assets are possible, completing such upgrades
may not be feasible from an economic perspective and they would in any case carry technical
risks and involve material costs for the Group. The works may be disruptive to production and if
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the new emission limits are still exceeded, there is a risk that the Group will have to reduce or
shut down production at some of its facilities. Such risks and costs could have a material adverse
effect on the Group’s business, financial condition, results of operations or prospects.

In addition, the Group is dependent on third-party contractors for disposal of hazardous fly ash
from the production operations of its waste-to-energy unit at Iru, due to environmental
regulations. Fly ash is considered to be hazardous waste which must be handled and disposed of
in accordance with strict legal requirements. The Group outsources transportation and disposal
of fly ash from appropriately licensed third-party service providers and is therefore dependent on
such service providers for disposal of waste from the production operations of its waste-to-energy
unit. The Group is also reliant on third-party contractors for the disposal of bottom ash, which
has similar handling and disposal requirements (although is not classed as hazardous waste). Any
increase in the fees charged for these services and/or change in the applicable terms and
conditions and/or inability of the Group to appropriately dispose of waste in accordance with the
relevant environmental regulations could have a material adverse effect on the Group’s business,
financial condition, results of operations or prospects, as there are limited alternative service
providers.

The Group’s operations have the capacity to cause substantial environmental damage.

The Group’s facilities may damage the natural environment, and accidents in or near, or external
attacks to, such facilities may have serious consequences. Fires, explosions, accidents, major
equipment failures, other catastrophic events at the Group’s wind, CHP, solar or hydroelectric
facilities, fuel storage installations and substations together with power lines and cables owned
by the Group can be dangerous to the surrounding environments. The Group also faces risks in
connection with the handling and storage of waste at its waste-to-energy unit at [ru. Although the
Group’s insurance covers damages arising from pollution and contamination caused by sudden
and unexpected incidents at the Group’s facilities, any such occurrence could adversely affect the
Group’s business and financial position and potentially expose the Group to third party claims
that are not fully covered by insurance.

The Company leases out part of the land located under the Iru facility to AS Liwathon E.O.S.,
which operates oil products terminals in the Baltics, one of which is located on land owned by
the Company, and AS GoCraft which provides rail wagons and locomotives repairs and whose
railway depot is located on land owned by the Company. Any uncontrolled or catastrophic
circumstances at the oil terminal and/or the railway depot, such as fires, explosions, accidents or
major equipment failure, could result in substantial environmental damage which could
potentially also expose the Group as the land owner to third party claims and could have a material
adverse effect on the Group’s business, financial condition, results of operations or prospects.

The Group is materially dependent on licences, permits and authorisations from various
regulators and expiry, revocation or inability to renew licences, permits or authorisations
could have a material adverse effect on the Group.

In connection with its activities, the Group is subject to significant demands with respect to
obtaining permits, licences and authorisations required by applicable regulations and issued by
national or local authorities. Depending on the country, these permits, licences and authorisations
may take the form of urban planning authorisations (such as construction permits), mandatory
environmental impact assessments or studies, production and operation authorisations,
authorisations to connect to the grid, and other specific authorisations related to the presence of
protected sites in proximity to the Group’s projects (such as archaeological sites, historic
buildings, military installations and forests).

In particular, the Group is required to hold licences in connection with the production, distribution
and sale of heat and production of electricity. Such licences may be amended, suspended or
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revoked and there is no certainty that the Group will be able to secure renewal of any expired
licences on comparable terms, if at all, or the required amendments to existing licences to reflect
the evolving nature of the Group’s business.

The Group also requires environmental permits to carry out its operations. For example, an
integrated permit is required for the Iru facility which covers all aspects of the operations,
including waste disposal and air pollution. Integrated permits have no expiry date and continue
to apply until they are revoked or surrendered. However, they are subject to annual reviews and,
if new requirements enter into force or new regulated activities are conducted at the relevant
facility, the Group is required to apply for revision of the permit.

The risk of breaching the terms of a licence or permit by Group members cannot be excluded.
This could happen as a result of, for example, changes in measurement methodology or
frequency, or changes in the interpretation or terms of applicable regulations, and the penalties
for such breach could range from monetary fines to loss of licence. Additionally, breach of
permits could occur temporarily during periods when the Group’s production units run in an
irregular manner, for example, for testing purposes. The failure to comply with the terms of a
licence or permit could have a material adverse effect on the Group’s business, financial
condition, results of operations or prospects.

National governments and local authorities may, depending on the country, have a high degree
of discretion in issuing such permits, licences and authorisations, and they may exercise their
discretion arbitrarily or unpredictably. In addition, the multitude of government agencies involved
may make the process of obtaining these authorisations long, complex and expensive. As a result,
there can be no assurance that the Group will obtain the permits, licences and authorisations
necessary for the construction of a given project or for the exercise of the business that it intends
to conduct in a given country at a reasonable cost or within the expected time periods.

The Group could be materially affected by changes to district heating regulatory
frameworks.

A material part of the Group’s revenue is derived from sales of heat to AS Utilitas Tallinn for
supply to the City of Tallinn’s district heating network. Revenue from sales of heat for supply to
the district heating of Tallinn comprised 3% of the Group’s revenue in the financial year ended
31 December 2020.

According to the regulations applicable to the Group’s district heating assets in Estonia, if there
is a need for new production capacity and/or several companies have expressed in writing their
wish to enter into agreements with the network operator for the sale of heat, the district heating
network operator must organise a tender for the award of the relevant contract. Even though the
Group believes that its waste-to-energy unit at Iru is competitive in the Tallinn heat market as
compared to other heat producers, its competitive position could change if there arise new entrants
into the Tallinn heat market. There can be no certainty that, following expiry of the term of the
current heat sales agreement, the Group will be successful in bidding for new agreements, or as
to the terms and conditions of any new heat sales agreement. Consequently, the Group’s current
level of profitability may not be maintained upon a new tender. Any loss of heat load would also
affect the ability of the Group to produce electricity at the waste-to-energy unit as the facility is
most efficient when operated in co-generation mode, thereby negatively affecting the Group’s
competitive standing.

Changes in the district heating regulation applicable in Latvia have been considered which if
implemented would result in Valka CHP facility becoming subject to regulated tariffs with
respect to the heat sold. This may lead to a reduction of the applicable tariff in future below
current levels.
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Any adverse changes to the regulatory framework of district heating in Estonia or Latvia, such as
deregulation of district heating, could have a material adverse effect on the Group’s business,
financial condition, results of operations or prospects.

The Group may incur material costs to comply with health and safety laws and
regulations.

The field in which the Group operates carries an inherent risk of incidents which could lead to
personal injury or death of employees, contractors or other third parties. For example, the
facilities the Group operates often put its employees and others in close proximity to large pieces
of mechanised equipment, industrial processes, heat or liquids stored under pressure and other
dangerous materials.

Applicable legislation imposes obligations on employers in relation to the occupational health
and safety of its employees. Where such obligations are not met, the competent governmental
authorities have the right to issue precepts and inspect compliance with the issued precepts. If an
employer does not comply with any such precepts, a monetary penalty may be imposed. In
addition, applicable legislation includes compensation provisions for damage caused to the health
of employees. As such, any accidents or breaches of occupational health and safety legislation
may require the Group to pay penalties and/or compensation and would result in negative
publicity for the Group.

Moreover, two steam boilers in the Iru facility contain asbestos, which Estonian legislation
classifies as hazardous waste. The asbestos is being removed and replaced with other materials
in the Iru facility during regular maintenance; this process is expected to be completed after the
power units are dismantled, with the first unit being scheduled to be dismantled in the course of
2023 and the second by the end of 2025. Handling and disposal of asbestos is subject to additional
requirements, which are adhered to by the specialist companies that the Group contracts for the
purposes of asbestos removal; skilled personnel with the requisite protective equipment carry out
the asbestos removal works. The Group believes it is compliant with the applicable occupational
health and safety requirements with regards to working with asbestos and is not aware of any
third-party claims relating to the asbestos in the Iru facility. However, any failure to maintain
such compliance may lead to liability for the Group. Under Estonian law, and depending on the
particular circumstances, such liability may include civil liability for damages and, under specific
circumstances, criminal penalties, for violation of requirements established for working
environments affected by physical, chemical, biological, physiological and psychosocial hazards.

The foregoing could have a material adverse effect on the Group’s business, financial condition,
results of operations or prospects.

Complaints raised by and resistance of local communities or individuals in relation to the
Group’s activities may affect the Group’s operations and its financial condition.

The Group is subject to potential complaints by communities near the Group’s sites. Members of
these communities may take legal action against the Group in relation to physical damage that
has been caused to their property or interference with the enjoyment of their property.

Relations with local communities are especially important for the Group in getting permission to
locate its wind parks or other facilities at specific sites. The potential consequences of a complaint
or third-party claim could involve the payment of substantial damages for personal injury;
damage to property or interference with the enjoyment of property rights; the loss of a regulatory
permit or other regulatory enforcement action; and/or the imposition of fines or obligations to
investigate and clean up/remediate environmental pollution or contamination. Each of these
potential consequences could have a material adverse effect on the Group’s business, financial
condition, results of operations or prospects.
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competition with other renewable energy infrastructure developers in obtaining high-
potential property and opposition from local communities;

e the Group may not be able to procure grid connections, or may not be able to procure
these at economically viable prices;

e the Group’s initial evaluations of site suitability may be based on assumptions that turn
out to be incorrect, or unforeseen issues may arise with respect to the land or terrain for
a project;

e adverse changes in the underlying political, legal or economic environment;
e the Group may encounter engineering and project design problems; and

e third parties that the Group partners with for initial project development may fail to
perform their duties or may fail to perform them in a timely manner or to the required
standards, leading to delays or a failure to discover problems with identified sites.

Moreover, certain newly constructed facilities and projects may not perform as expected. The
Group forms its expectations around the performance of new facilities and projects based on
assumptions, estimates, data provided by third parties and experience with similar assets that the
Group has previously managed. The ability of these assets to meet the Group’s performance
expectations is subject to the risks inherent in newly constructed wind parks and solar plants,
including, but not limited to, degradation of equipment in excess of the Group’s expectations,
system failures and outages.

Such matters arising during development stages may result in delays or additional costs that could
render the projects less competitive than the Group initially anticipated and the Group’s actual
capital expenditure may differ from anticipated figures. Opportunities and projects may be
delayed or postponed in implementation, reduced in scope or ownership share, sold or rejected
and the Group may not pursue all of the opportunities and projects that it is currently considering.
This may adversely affect the Group’s ability to execute its investment plan and growth strategies.
In addition, failure to meet completion deadlines may result in the loss of applicable subsidies,
grid connections or project rights. The foregoing could have a material adverse effect on the
Group’s business, financial condition, results of operations or prospects.

The Group may not be able to complete projects under construction.

Projects are subject to risks in the development and construction phase relating in particular to
engineering and design, equipment supply and construction performance. The inability to
complete construction, or to complete it on a timely basis, may result in contractual defaults,
impairment of assets or a reduction in the period of eligibility for specified tariffs as a result of a
failure to meet certain milestones, among other adverse consequences. Eligibility for certain
subsidies may be compromised or lost if assets are not commissioned on schedule, and time-
consuming and costly litigation may result among the Company or other members of the Group
and the parties participating in or financing the project’s development. Projects may encounter a
range of difficulties in the construction phase that result in delays or higher than expected costs
that may not be fully covered or adequately addressed by performance guarantees from
contractors, damages clauses or insurance, including but not limited to the following:

e contractor or sub-contractor defaults and performance shortfalls;
e delays due to unforeseen events;

e damage to equipment in the course of delivery as a result of accidents or otherwise;
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Difficulties in connecting to transmission grids, a lack of transmission capacity or
potential upgrade costs to the transmission grid could significantly impact the Group’s
ability to build its assets and to sell the electricity that they generate.

In order to sell the electricity generated by the assets that it operates, the Group must connect the
assets to the electrical transmission grid and, to a lesser extent, the distribution grid. A lack of
available capacity in the grid due to congestion, overproduction by connected facilities or
excessive fluctuations in electricity market prices could substantially impact the performance of
the Group’s assets and cause the Group to reduce the size of its facilities and lead to delays in
project implementation, cancellation of projects, increases in costs from transmission upgrades
and potential forfeitures of any guarantees the Group has provided to the relevant grid manager
in connection with a given project’s grid connection.

Renewable energy technology is newer than conventional energy technology and is rapidly
changing. Its competitiveness in the power market may increase less rapidly or develop
differently than currently predicted by the Group and may encounter increased
competition from other sources of electricity generation.

Renewable energy technology is relatively new compared with fossil fuel and nuclear energy
technology.

The competitiveness of renewable energy technology within the power generation market may
increase less rapidly or develop differently than currently predicted by the Group or industry
analysts. Many factors may affect the rate of growth in installed capacity and the attractiveness
of renewable energy technology as compared to other energy sources, including:

e the competitiveness of electricity generated by renewable energy facilities as compared
with conventional energy sources such as natural gas or nuclear energy;

e the performance, reliability and availability of renewable energy facilities as compared
with other, non-renewable power generation facilities;

e technological improvements and changes in the costs of components (such as wind
turbines, solar panels and other system components), as well as design, construction and
O&M costs;

o fluctuations in economic and market conditions that affect the price of, and demand for,
conventional energy sources, such as increases or decreases in the price of conventional
energy sources (such as natural gas, coal, oil and other fossil fuels) and changes in the
cost, efficiency and equipment investment needed for other electricity-producing
technologies;

e variations affecting global demand for renewable energies both by state actors (in the
event of changes to incentive-based public policies) and by private actors (in particular
if the reputational benefit gained by private companies for sourcing their energy primarily
or exclusively from renewable sources diminishes); and

e for geographical markets in which grid parity has not yet been reached, changes in the
availability, substance and magnitude of support programs, including government
targets, subsidies, incentives and favourable renewable energy standards, including
potential adverse changes relative to programs applicable to other forms of conventional
or non-conventional power generation.

Any of the above factors may evolve in ways not currently anticipated by the Group. Other new
market conditions may develop, which could affect the Group’s strategic planning in unforeseen
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ways. If the renewable energy technology develops less quickly or in a different manner than
anticipated, equity and debt investor appetite for investments in the industry sector may decline,
and the Group may have difficulty meeting its development targets or business objectives.

2.5.4. In order to remain competitive, the Group must respond to rapid changes in the wind and
solar energy markets, in particular the discovery of new technologies and their integration
into existing installations and the projects being developed.

The wind and solar energy industries are characterised by rapid improvements and increases in
the diversity of technologies, products and services. Technological improvements in the wind and
solar industries contribute to reduced costs and to improved technical features, in order to offer
better integration into the relevant electrical grids and improved returns, thereby rendering older
technologies less competitive. Additionally, companies may refine new electrical production
technologies that are more competitive from a cost standpoint or more profitable than wind,
biomass or solar facilities. If the Group does not succeed in identifying and developing these new
technologies or updating its existing installations for these innovations, it could encounter
difficulties in connection with its participation in tender procedures with attractive terms for its
new projects. This could significantly impact the Group’s business, financial condition and results
of operations.

The Group may also encounter difficulties in negotiating financing for projects using new
technologies that are unproven and not yet widespread, which could place the Group at a
competitive disadvantage relative to competitors with sufficient resources to self-finance projects
using these new technologies, in particular where the new technologies require a substantial initial
investment and/or provide a later, significant cost advantage.

If the Group’s competitors succeed in developing technologies that enable them to submit tenders
at lower prices or on more attractive terms, the Group could be unable to match these bids without
otherwise affecting its profitability or may be unable to submit a bid at all. Such a situation could
have a material adverse effect on the Group’s business, financial condition, results of operations
or prospects.

2.6 MARKET RISK
2.6.1. The Group faces counterparty risk.

In conducting its business, the Group faces counterparty risk. Counterparty risk may result in
financial losses (including, but not limited to, funds deposited at banks, partners in long term
construction projects and revenues to be received from customers). Although the Group monitors
its counterparty risks and implements risk management policies, there is a possibility that if these
risks are realised, they could have a material adverse effect on the Group’s business, financial
condition, results of operations or prospects.

2.6.2. The Group is exposed to variation in interest rates.

As a result of the Group’s funding arrangements, the Company is exposed to variation in interest
rates. Interest risk is defined as the risk of a fall in earnings caused by a change in market interest
rates. The management of interest risk is aimed at reducing negative effects from changes in
market interest rates. The Group strives to achieve a balance between cost-effective borrowing
and risk exposure on the one hand, and a negative impact on earnings in the event of a sudden
major change in interest rates on the other hand. Increased market interest rates will, over time,
increase interest costs for the Group, which could have a material adverse effect on the Group’s
business, financial condition, results of operations or prospects unless such increased interest
costs are offset by otherwise increased income or reduced costs.
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for the new Shares, which may be issued in the future and therefore the proportion of their
shareholding in the Company may decrease. Future equity offerings may be also conducted below
market value and the Company may decide to offer shares at a discount to the prevailing market
price if it believes that this would be appropriate in the context of the financing options available
to it. A future equity offering could also depress the market value of the Shares.

Shareholders in certain jurisdictions may not be able to participate in future equity
offerings.

Securities laws of certain jurisdictions may restrict the Company’s ability to allow shareholders
to participate in future offerings. In particular, holders of the Shares in the United States may not
be entitled to exercise these rights, unless the Shares and any other securities that are offered and
sold are registered under the U.S. Securities Act, or the Shares and such other securities are
offered pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the U.S. Securities Act. The Group cannot assure prospective investors that any
exemption from such overseas securities law requirements would be available to enable U.S. or
other shareholders to exercise their pre-emptive rights or, if available, that the Group will utilise
any such exemption.

The underwriting agreement relating to the Offering may not be executed or may be
terminated in certain circumstances.

The Underwriting Agreement relating to the Shares may not be executed or may be terminated
by the Joint Global Coordinators in certain circumstances at any time up to and including the
settlement date of the Offering under certain conditions, which may affect the success of the
Offering. These circumstances include the inaccuracy of, or non-compliance with, the
representations and warranties or breach of one of the covenants of the Company or of Eesti
Energia; a failure to satisfy one or more customary conditions precedent, including the approval
of the listing and admission on the Main List of the Tallinn Stock Exchange (see “—2.7.1 An
active trading market for the Shares may not develop or may not be sustainable”); a material
adverse change in the situation of the Company and its subsidiaries; or certain international or
national events affecting Estonia, the United Kingdom or the United States. Such events include
the limitation, interruption or suspension of trading in certain markets; the interruption of
settlement and delivery on regulated markets or the interruption of banking activities; acts of
terrorism; declarations of war; or any other significant change in national or international
financial, economic or political situations.

If the Underwriting Agreement is not executed or is terminated, the admission of the Shares to
trading on the Baltic Main List of the Tallinn Stock Exchange and the Offering will be
retroactively cancelled. This information will be published by the Company in a press release and
in a notice issued by the Tallinn Stock Exchange.

In the event the Underwriting Agreement is executed but terminated prior to Settlement, the
admission of the Shares to trading and the Offering will be retroactively cancelled and all orders
placed will be cancelled retroactively. The Offering and all orders and transactions executed up
to (and including) the settlement date will be cancelled retroactively and unwound. Each
individual investor assumes the risk of any applicable losses or costs resulting from such
cancellation.

Eesti Energia, which is currently the Company’s sole shareholder and will continue to
hold a majority of the Shares following the Offering, may hence influence various
fundamental corporate and business decisions of the Group.

Eesti Energia currently holds 100% of the Shares of, and voting rights in, the Company.
Immediately after the Offering, assuming 40,816,327 New Shares and 6,122,449 Secondary
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Shares are sold in the Offering, and assuming the Put Option is not exercised, Eesti Energia is
expected to hold at least 82.7% of the Shares of, and voting rights in, the Company. Assuming
the Upsize Option is used in full, and assuming that the Put Option is not exercised, Eesti Energia
is expected to hold at least 73.6% of the Shares of, and voting rights in, the Company.
Accordingly, Eesti Energia will continue to be the Company’s majority sharcholder and,
consequently, have the number of votes required to take the majority of corporate actions at the
General Meeting of Shareholders, such as the approval of the annual report, decisions on dividend
distributions and the appointment of auditors, as well as increases of share capital and
amendments to the Company’s Articles of Association, which require a two-thirds majority of
votes at a General Meeting of Shareholders. The Articles of Association of the Company provide
that half (or if there is an uneven number of members, one fewer than the number of majority
shareholder representatives) of the Supervisory Council members should be independent. It is
expected that the remaining members of the Supervisory Council will be representatives of a
shareholder holding over 50% of the Shares entitled to vote at a General Meeting of Shareholders,
which will be the representatives of Eesti Energia. Immediately after the Offering, the Company’s
Supervisory Council will be made up of five members, three of which will be representatives of
Eesti Energia.

As a result, following the Offering, Eesti Energia, as majority shareholder, will be able to
influence various fundamental corporate and business decisions of the Group. Such actions could
have a material adverse effect on the Group’s business, financial condition, results of operations
and prospects, as well as the value of the Company’s listed securities.

Under the State Assets Act, acquisition and sale of a material shareholding (i.e., at least 10% in
the shares of, or voting rights in, another company) by the Company shall require the approval of
the general meeting of shareholders of Eesti Energia, i.e. the Republic of Estonia acting through
the Minister of Finance. Therefore, the Estonian government may limit the Group’s ability to
engage in future acquisitions activity.

Lack of adequate analyst coverage.

There is no guarantee of continued analyst research coverage for the Group. Over time, the
amount of third-party research available in respect of the Group may fluctuate regardless of the
results of the Group’s operations. The Group generally cannot influence the extent of research
prepared relating to the Group. Negative or insufficient third-party reports could have an adverse
effect on the market price and the trading volume of Shares.

2.7.10. The rights of shareholders of Estonian companies may differ from the rights of the

shareholders of companies organised in other jurisdictions.

The Company’s corporate governance and the rights, obligations and liability of its shareholders
are governed by the laws of Estonia and by the Company’s Articles of Association and may be
different from the rights and obligations of the shareholders of companies organised in other
jurisdictions. Certain rights and privileges that shareholders may benefit from in another
jurisdiction may not be available in Estonia. The exercise of some of the shareholders’ rights in
the Company could be more complicated or expensive for investors from other countries than the
exercise of similar rights in their country of residence.

2.7.11. Enforceability of judgments against the Company.

The Company is organised in accordance with Estonian law and has its registered office in
Estonia. A significant proportion of the assets of the Group are located in Estonia and the majority
of the management personnel working for the Group reside in Estonia. For this reason, investors
located or residing outside of Estonia may encounter more difficulty in serving summons and
other documents relating to court proceedings on any of the entities within the Group and/or the
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management personnel working for the Group and in enforcing a judgment of the Estonian court
issued against any entities within the Group and/or the management personnel working for the
Group than if those entities and/or the management personnel were located in the jurisdiction
where the investor concerned is located or residing.

2.7.12. Shareholders may be affected by changes in laws regarding taxation of dividends or
gains at disposal.

Changes in the tax regime applicable to taxation of dividends or gains on disposal of the Shares
may result in an increased tax burden on the shareholders of the Company and may therefore
have an adverse effect on the rate of return from an investment in the Shares. Tax legislation of
the prospective investor’s Member State and of Estonia (the Company’s country of incorporation)
may have an impact on the income received from the Shares.
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14 October 2021 14 p.m.  Retail Offer Period/Institutional Book-Building Period ends

On or about 15 October Decision on the Offer Price and allocation of the Offer Shares Offering
2021

On or about 15 October Pricing announcement in respect of the Offering

2021

On or about 20 October Settlement

2021

On or about 21 October Listing and commencement of trading on Tallinn Stock Exchange
2021

Offering Statistics
The statistics of the Offering are set out below:

(i) Assuming no use of the Upsize Option:

Bottom of the Price Mid-point of the Price Top of the Price
Range Range Range

Offer Price per Offer Share) ..........cccoovevvievvierereenne. 2.45 2.80 3.15
Number of New Shares to be issued in the Offering 40,816,327 35,714,286 31,746,032
Number of 2Secondary Shares to be sold in the 6,122,449 5,357,142 4,761,904

OFfering® ......oovveeeeeeeeeee e
Aggregate number of Offer Shares to be sold in the 46.938.776 41.071.428 36.507.936

OFFEring® .....ovoieieeieieeceee et e m e
Percentage of the share capital being offered in the 17.3% 15.5% 14.0%

OFFEriNg® o..vovveeieieeie et =70 =70 =0
Number of Shares subject to the Put Option®................ 6,122,449 5,357,142 4,761,904
Numberiof Shares issued immediately following the 270,609,800 265.507.759 261,539,505

OFfErINgG ..ot
Expected market capitalisation of the Company at the

Offer Price (BUR)® ..o 662,994,010 743,421,725 823,849,441
Estimated net proceeds of the Offering receivable by

the Company (EUR)®..........cccovrmmvereieeeiereeieseeeneans 92,028,557 92,028,557 92,028,557
Estimated net proceeds of the Offering receivable by

Eesti Energia (EUR) (assuming no exercise of the 13,804,284 13,804,282 13,804,282

PUt Option) ...c.cveeeveeiirieinieireieeeeee e

Notes:

(1) Ttis currently expected that the Offer Price will be set within the Offer Price Range. The Company expects to publish the final
Offer Price on or about 15 October 2021 via Tallinn Stock Exchange and on the website of the Company at
www.enefitgreen.ee/en/ipo (English version) and www.enefitgreen.ee/ipo (Estonian version). In the event the Offer Price is set
above the Offer Price Range, the Company will prepare a supplement to the Prospectus.

(2) Assuming no exercise of the Put Option (as defined below).

(3) The maximum number of Shares subject to the Put Option (as defined below) will be approximately 15% of the total number of
Offer Shares.

(4) The market capitalisation of the Company at any given time will depend on the market price of the Shares at that time. There
can be no assurance that the market price of a Share will be equal to or exceed the Offer Price.

(5) The estimated net proceeds receivable by the Company are stated after deduction of the estimated underwriting fees and other
fees and expenses of the Offer (including VAT) payable by the Company, which are currently expected to be approximately
EUR 7.97 million. The Company will not receive any portion of the proceeds resulting from the sale of Secondary Shares by
Eesti Energia in the Offering. The Company and Eesti Energia, in their sole and absolute discretion, may pay an additional
performance-related fee to the Underwriters following the completion of the Offering (not reflected in the table above).

(i1) With use of the Upsize Option to the extent indicated:

Bottom of the Price Mid-point of the Top of the
Range Price Range Price Range
Offer Price per Offer Share) ..........cccooooevvierreereeenne. 2.45 2.80 3.15
Number of New Shares to be issued in the Offering...... 40,816,327 35,714,286 31,746,032
i ino®@
Number of Secondary Shares to be sold in the Offering 30,612,245 26.785.713 23.809.523
Aggregate number of Offer Shares to be sold in the 71,428,572 62.499.999 55,555,555

OFFEriNG® oot
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Bottom of the Price

Mid-point of the

Top of the

Range Price Range Price Range
Percentgge (?)f the share capital being offered in the 26.4% 23.5% 21.2%
OFfering' ......cooveveerinirreeerec e
Number of Shares subject to the Put Option®................ 9,316,770 8,152,173 7,246,376
Number. of Shares issued immediately following the 270,609,800 265.507.759 261,539,505
OFfEriNg ...coveeeveieieiriireee e
Expepted marksf capitalisation of the Company at the Offer 662,994,010 743,421,725 823,849,441
Price (EUR)™ ..o
Estimated net proceg)ds of the Offering receivable by the 94761481 94.761.481 94761481
Company (EUR)™ ..o
Estimated net proceeds of the Offering receivable by Eesti
Energia (assuming no exercise of the Put Option) (EUR) 71,071,360 71,071,356 71,071,357

Notes:

(1) Ttis currently expected that the Offer Price will be set within the Offer Price Range. The Company expects to publish the final
Offer Price on or about 15 October 2021 via Tallinn Stock Exchange and on the website of the Company at
www.enefitgreen.ee/en/ipo (English version) and www.enefitgreen.ee/ipo (Estonian version). In the event the Offer Price is set
above the Offer Price Range, the Company will prepare a supplement to the Prospectus.

(2) Assuming no exercise of the Put Option (as defined below).

(3) The maximum number of Shares subject to the Put Option (as defined below) will be approximately 15% of the total number of
Offer Shares.

(4) The market capitalisation of the Company at any given time will depend on the market price of the Shares at that time. There
can be no assurance that the market price of a Share will be equal to or exceed the Offer Price.

(5) The estimated net proceeds receivable by the Company are stated after deduction of the estimated underwriting fees and other
fees and expenses of the Offer (including VAT) payable by the Company, which are currently expected to be approximately
EUR 5.24 million. The Company will not receive any portion of the proceeds resulting from the sale of Secondary Shares by
Eesti Energia in the Offering. The Company and Eesti Energia, in their sole and absolute discretion, may pay an additional
performance-related fee to the Underwriters following the completion of the Offering (not reflected in the table above).

3.2 UNDERWRITING

The Company and Eesti Energia expect to enter into an underwriting agreement on or about 5
October 2021 (the “Underwriting Agreement”) with the Underwriters with respect to the
Offering. On the terms and subject to the conditions set forth in the Underwriting Agreement, the
execution of a pricing agreement (the “Pricing Agreement”) between the parties to the
Underwriting Agreement setting forth the final Offer Price and number of Offer Shares and the
purchase commitments of each Underwriter and provided that the Offering has not been
terminated prior thereto in accordance with the terms of the Underwriting Agreement: (I) (i)
Swedbank AS is expected to procure subscribers for the Retail Offer Shares, or, failing which, to
subscribe for the Retail Offer Shares itself; (ii) the Underwriters are expected to agree to procure
subscribers or purchasers for the Institutional Offer Shares, or, failing which, to subscribe for or
purchase the Institutional Offer Shares themselves, severally and not jointly; and (II) (i) the
Company is expected to agree to offer and issue the New Shares for subscription by subscribers
procured by the Underwriters, or, failing which, to the Underwriters themselves (as specified
above); and (ii) Eesti Energia is expected to agree to offer and sell the Secondary Shares to
purchasers procured by the Underwriters, or, failing which, to the Underwriters themselves.

The obligations of the parties to the Underwriting Agreement will be subject to the execution of
the Pricing Agreement by the parties to the Underwriting Agreement and certain other conditions
precedent that are customary for an agreement of this nature. In addition, the Underwriters may
terminate the agreement in certain specified circumstances that are typical for agreements of this
nature. These include the occurrence of certain material changes in the condition (financial or
otherwise), or in the earnings or business affairs of the Company and certain changes in the
financial, political or economic conditions affecting the Company (as more fully set out in the
Underwriting Agreement).
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3.3 STABILISATION AND PUT OPTION

In connection with the Offering, Eesti Energia and the Company have mandated Swedbank AS
(the “Stabilisation Manager”) acting on behalf of the Citigroup Global Markets Europe AG,
Swedbank AS and Nordea Bank Abp (the “Joint Global Coordinators” and the
“Underwriters”) to carry out purchases on the Tallinn Stock Exchange or over-the-counter with
a view to stabilising the stock exchange price of the Shares at a level higher than which might
otherwise prevail in conformity with the applicable law (including with Regulation (EU) No
596/2014 of the European Parliament and of the Council on market abuse (Market Abuse
Regulation) and Commission Delegated Regulation (EU) 2016/1052 of 8 March 2016
supplementing Regulation (EU) No 596/2014 of the European Parliament and of the Council with
regard to regulatory technical standards for the conditions applicable to buy-back programmes
and stabilisation measures) up to the amount of the Shares subject to the Put Option (as defined
below). The stabilising transactions to purchase the Shares may be effected at any time on or
before the 30th calendar day after the commencement of trading in the Shares on the Tallinn
Stock Exchange (the “Stabilisation Period”). The Stabilising Manager is not required to enter
into such transactions and is entitled to discontinue stabilisation purchases at any time without
prior notification. In addition, the Stabilising Manager might not enter into stabilisation
transactions at all and there is no guarantee whatsoever as to the intended effect of such
transactions. The stabilising transactions to purchase the Shares may only be effected at a price
not exceeding the Offer Price. The Company and the Stabilising Manager shall notify of all
transactions made for the purposes of stabilisation in accordance with applicable law.
Stabilisation transactions (i) aim at supporting the market price of the Shares during the
Stabilisation Period, (ii) may result in a market price of the Shares that is higher than would
otherwise prevail, and (iii) will be conducted by the Stabilisation Manager solely on the Tallinn
Stock Exchange.

In connection with the Offering, Eesti Energia has granted a put option to the Stabilising Manager
or its agent, on behalf of the Underwriters, to sell up to 15% of the Shares sold in the Offering to
Eesti Energia at the same price per Share at which the Stabilising Manager may acquire them in
the open market in connection with the stabilisation transactions (the “Put Option”). The Put
Option will be exercisable up to the sixth business day following the end of the Stabilisation
Period. In connection with the stabilising actions that may be performed by the Stabilising
Manager, Eesti Energia will agree that the Stabilising Manager or its agent will use the
Stabilisation Proceeds received from the Settlement Agent in order to finance the stabilisation
transactions. The balance of such retained proceeds, after deduction of amounts used by the
Stabilising Manager to acquire the Shares in respect of which the Put Option is exercised, and
applicable costs shall be transferred to Eesti Energia by no later than the sixth business day
following the end of the Stabilisation Period. The Underwriters will not be granted any over-
allotment or “green-shoe” option pursuant to the terms of the Underwriting Agreement. The
Shares acquired by the Stabilisation Manager as a result of stabilisation purchases will be returned
to Eesti Energia in accordance with the terms of the Put Option.

3.4 INSTITUTIONAL OFFERING
3.4.1. Book-building Period

The book-building period for the Institutional Offering is expected to start on or about 5 October
2021 and end on or about 14 October 2021 (the “Book-Building Period”), unless shortened or
extended. The Company, based on the resolution of the General Meeting of Shareholders, and
Eesti Energia, in consultation with the Joint Global Coordinators, may jointly decide to shorten
or extend the Book-Building Period at any time, on one or several occasions. In the event of a
shortening or an extension of the Book-Building Period, the allocation date, and the settlement
date of Offer Shares will be changed accordingly and also the Offer Period aligned accordingly;
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however, the Listing Date and commencement of trading on the Tallinn Stock Exchange may not
necessarily be changed.

3.4.2. Minimum Application
The Institutional Offering is not subject to a minimum application.

3.4.3. Application Procedure

Applications for Institutional Offer Shares (the “Application”) in the Institutional Offering must
be made during the Book-Building Period by informing one of the Underwriters of the number
of Institutional Offer Shares that the investor wishes to order, and the price per share that the
investor is offering to pay for such Institutional Offer Shares within the Offer Price Range.

All applications in the Institutional Offering will be treated in the same manner regardless of
which Underwriter the applicant chooses to place the application with. Any orally placed
application in the Institutional Offering will be binding upon the investor and subject to the same
terms and conditions as a written application. The Underwriters may, at any time and in their sole
discretion, require the investor to confirm any orally placed application in writing. Applications
made may be withdrawn or amended by the investor at any time up to the end of the Book-
Building Period. At the close of the Book-Building Period, all applications in the Institutional
Offering that have not been withdrawn or amended are irrevocable and binding upon the investor.

3.5 RETAIL OFFERING
3.5.1. Right to Participate

The Retail Offering comprises an offer of Retail Offer Shares to all natural and legal persons in
Estonia, Latvia and Lithuania except for any persons who are categorised as qualified investors
pursuant to Section 6(2) of the Estonian Securities Market Act and Article 2(e) of the Prospectus
Regulation who should submit their offers in the Institutional Offering.

For the purposes of the Offering:

e anatural person is considered to be “in Estonia” and has the right to participate in the Retail
Offering, if all the following conditions are met: (i) such person has an operational securities
account with the ERS, (ii) such person’s address recorded in the ERS records in connection
with that securities account is located in Estonia and (iii) such person submits a Subscription
Undertaking (as defined below) in relation to Offer Shares via that securities account; and

e a legal person is considered to be “in Estonia” and has the right to participate in the Retail
Offering, if all the following conditions are met: (i) such person has an operational securities
account with the ERS; (ii) such person’s address recorded in the ERS records in connection
with that securities account is located in Estonia or its registration code recorded in the ERS
records is the registration code of the Estonian Commercial Register; (iii) such person submits
a Subscription Undertaking (as defined below) in relation to Offer Shares via that securities
account;

e anatural person is considered to be “in Latvia” and has the right to participate in the Retail
Offering, if all the following conditions are met: (i) such person has a securities account with
a financial institution who is a member of the Tallinn Stock Exchange; (ii) such person’s
address is recorded in connection with such person’ securities account in Latvia; (iii) such
person submits Subscription Undertaking (as defined below) in relation to Offer Shares via
that securities account;
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3.5.4.

3.5.5.

Offer Share the Offer Price (to be determined by the Company and Eesti Energia, in
consultation with the Underwriters, provided that it is not greater than the Subscription Price);

authorises and instructs its custodian to forward the investor’s Subscription Undertaking to the
registrar of the ERS;

accepts and agrees that the Company and the Underwriters have a right for daily update of
received Subscription Undertakings provided by the Registrar;

authorises the custodian or the registrar of the ERS, the Company and any of the Underwriters
to process, forward and exchange information on the identity of the investor and the contents
of respective investor’s Subscription Undertaking before, during and after the Retail Offer
Period;

authorises the custodian or the registrar of the ERS or the financial institution who is member
of the Tallinn Stock Exchange, as the case may be, to amend the information contained in the
investor’s Subscription Undertaking, including (a) to specify the value date of the transaction,
(b) to specify the price per Retail Offer Share in accordance with the determination of the Offer
Price by the Company, (c) to specify the number of the Retail Offer Shares to be purchased by
the investor and the total amount of the transaction found by multiplying the Offer Price by
the number of Retail Offer Shares allocated to the relevant investor and (d) correct or clarify
obvious mistakes or irregularities in the Subscription Undertaking, if any;

confirms that he/she/it is located within Estonia, Latvia or Lithuania, as the case may be, and
not subject to the laws of any other jurisdiction which would prohibit the placing of the
Subscription Undertaking and represents that he/she/it is authorised to place a Subscription
Undertaking in accordance with the Prospectus;

confirms that the Subscription Undertaking shall be unconditional, shall not include any
reservations and shall be irrevocable from the time when the Subscription Undertakings are
binding on the investors, subject to the provisions of the Prospectus; and

confirms his/her/its awareness that investing in shares is inherently associated with investment
risk that can be inadequate for his/her/its knowledge and experience.

Payment

By submitting a Subscription Undertaking, an investor authorises and instructs the credit
institution operating the investor’s cash account connected to its securities account (investor’s
custodian) to immediately block the whole transaction amount on the investor’s cash account
until the Settlement is completed or funds are released in accordance with this Part. The
transaction amount to be blocked will be equal to the Subscription Price multiplied by the
Maximum Number. An investor additionally authorises its custodian to block the amount
necessary for payment of custodian’s fees and charges related to Subscription Undertaking
according to the applicable price list of the custodian. An investor may submit a Subscription
Undertaking only when there are sufficient funds on the cash account connected to its ERS
securities account or to the securities account opened with a financial institution to cover the
whole transaction amount for that particular Subscription Undertaking.

Amendment or Cancellation of Subscription Undertakings

An investor may amend or cancel a Subscription Undertaking at any time before the expiry of the
Retail Offer Period. To do so, the investor must contact its custodian or financial institution who
is member of the Tallinn Stock Exchange through whom the Subscription Undertaking in
question has been made, and carry out the procedures required by the custodian or the financial
institution who is member of the Tallinn Stock Exchange for amending or cancelling a
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Subscription Undertaking (such procedures may differ between different custodians). All fees
payable in connection with an amendment and/or annulment of a Subscription Undertaking shall
be payable by the investor according to the applicable price list of the custodian or the relevant
subscription place. Any amendment to or cancellation of the Subscription Undertaking becomes
effective at the moment when the transaction instruction of the investor has been amended or
cancelled in the ERS on the basis of the respective order received from the investor’s custodian.

3.5.6. Sales Agent for the Retail Offering in Estonia

The Company has appointed an Estonian credit institution, AS LHV Pank (registered address
Tartu mnt 2, Tallinn, Estonia; the “Sales Agent”) as a sales agent in connection with the Retail
Offering in Estonia. The Sales Agent shall serve as a distributor and offer the Retail Offer Shares
only in Estonia on a best-efforts basis.

3.6 CANCELLATION AND POSTPONEMENT OF OFFERING

The Company, based on the resolution of the General Meeting of Shareholders, and Eesti Energia
may jointly decide to postpone or cancel the Offering or any part thereof at any time prior to the
date and time at which pricing and allocation of the Offer Shares occurs (the “Time of Sale”).

The reasons for which the Company and Eesti Energia may decide to cancel or postpone the
Offering may include, but not be limited to:

e sudden and material adverse change in the economic or political situation in Estonia or
worldwide, which could affect the financial markets, economy, or the Group’s operations and
its prospects; or

o failure to adopt relevant resolutions authorising the issue of New Shares or approving the final
Offer Price expected to take place on or around 15 October 2021; or

e any material change or development in or affecting the general affairs, management, financial
position, shareholders’ equity or results of the Group’s operations.

In addition, the Company and Eesti Energia jointly have the right to cancel a part of the Offering
which was not subscribed for during the Offer Period.

Any cancellation of the Offering will be announced through the information system of the Tallinn
Stock Exchange and on the website of the Company (English version:
www.enefitgreen.ee/en/ipo, Estonian version: www.enefitgreen.ee/ipo). All rights and
obligations of the parties in relation to the cancelled part of the Offering shall terminate at the
moment when such announcement is made public.

Further, the Offering will not be completed if the conditions precedent to the Underwriters’
obligations are not satisfied (nor expressly waived in writing) as and when required by the
Underwriting Agreement, or if the Underwriting Agreement is terminated prior to payment for
the Offer Shares in accordance with the terms stipulated therein.

3.7 OFFER PRICE

The final offer price payable for each Offer Share shall be decided jointly by the Company and
Eesti Energia, after consultation with the Joint Global Coordinators, following the completion of
the Book-Building process directed at institutional investors in the course of the Institutional
Offering. The Offer Price shall be determined on the basis of Applications for the Offer Shares
obtained from institutional investors, taking into consideration, inter alia, the total demand for
the Offer Shares in the Institutional Offering, price sensitivity of the demand and the nature of
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If a Subscription Undertaking or an Application is not withdrawn within the stipulated period,
that Subscription Undertaking or Application and the offer to apply for Offer Shares in the
Offering stipulated therein will remain valid and binding.

3.9 DISTRIBUTION AND ALLOCATION

3.9.1. Allocation of Offer Shares in the Institutional Offering and the Retail Offering

(1)

(ii)

(iii)

(iv)

v)

In the allocation, the Company and Eesti Energia shall take into consideration only those
Subscription Undertakings and Applications, which have been completed and submitted during
the Retail Offer Period and Book-Building Period respectively. The Company may reject any
Subscription Undertaking, which has not been submitted in accordance with all the requirements
set out in the terms above.

The Offer Shares will be allocated to investors participating in the Offering in accordance with
the following terms and conditions:

The division of the Offer Shares between the Institutional Offering and the Retail Offering has
not been predetermined. There is no minimum allocation percentage established for either
tranche. The Company and Eesti Energia, in consultation with the Underwriters, will jointly
determine the exact tranche sizes of the Retail Offering and Institutional Offering (percentage
wise);

the Company and Eesti Energia, in consultation with the Joint Global Coordinators, will
determine the exact allocation of the Offer Shares among investors in the Institutional Offering
on a discretionary basis;

the indicative minimum individual allocation in the Retail Offering (amount up to which
Subscription Undertakings are expected to be fully accepted in the Retail Offering) is an
allocation of up to 1,000 Offer Shares. The final minimum individual allotment will, however, be
determined by the Company and Eesti Energia, together with Underwriters, after the expiry of
the Offer Period and it may differ from the indicative amount provided above;

the indicative minimum individual allocation to the Preferred Managers (as defined below) and
Preferred Employees (as defined below) (amount up to which Subscription Undertakings are
expected to be fully accepted) is an allocation of up to 2,000 Offer Shares. The final minimum
individual allotment to the Preferred Managers and Preferred Employees will, however, be
determined by the Company and Eesti Energia, together with the Underwriters, after the expiry
of the Offer Period and it may differ from the indicative amount provided above;

any Subscription Undertakings exceeding the above indicative minimum individual allocation
are expected to be allocated to investors in the Retail Offering on the basis of stepped allocation
methodology determined by the Company and Eesti Energia, in consultation with the
Underwriters as follows:

A. the Company and Eesti Energia, together with the Underwriters will determine, after
the Offer Period, one or more allocation levels (in number of the Offer Shares) and the
allocation percentages applied to each level,

B. the transaction amount in each Subscription Undertaking will be divided into different
parts, e.g., part being below the first level (x% of such part will be accepted), part being
between the first and second level (y% of such part will be accepted), part exceeding
the second level (z% of such part will be accepted), etc.;

C. the main criteria for the determination of the levels and allocation percentages are: (a)
the total demand for the Offer Shares in the Retail Offering; (b) the size of Subscription
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(vi)

(vii)

(viii)

(ix)

(x)

(xi)

(xii)

3.9.2.

Undertakings in the Retail Offering and (c) the number of investors having submitted
Subscription Undertakings in the Retail Offering;

the indicative minimum guaranteed individual allocation amount stipulated in clauses (iii) and
(iv) of Subsection 9.1 can be amended at the sole discretion of the Company and Eesti Energia,
together with the Joint Global Coordinators, if deemed to be necessary;

in the Retail Offering, the allocation for investors who have subscribed for more than 100,000
Offer Shares shall be decided in the Institutional Offering by the Company and Eesti Energia,
together with the Joint Global Coordinators, at their sole discretion;

no tranche has been predetermined to investors in Estonia, Latvia or Lithuania;

allocation of the Offer Shares will not be determined on the basis of which firm they are made
through or by;

possible multiple Subscription Undertakings submitted by an investor in the Retail Offering or
multiple Applications submitted by an investor in the Institutional Offering shall be merged for
the purpose of allocation. If different securities’ accounts of the investor have been indicated in
the Subscription Undertakings or Applications submitted by such investor respectively, subject
to the amount of the Offer Shares indicated in each such Subscription Undertaking, the Company
and Eesti Energia shall have the discretion to determine the number of the Offer Shares that will
be transferred to each such securities’ accounts of such investor in the course of the Settlement;

each investor subscribing via a nominee account is considered as an independent investor if the
Company, Eesti Energia and the Joint Global Coordinators have received information on such
investor’s identity and the amount of Offer Shares subscribed for by such investor; and

each investor entitled to receive the Offer Shares shall be allocated a whole number of the Offer
Shares and, if necessary, the number of the Offer Shares to be allocated shall be rounded down
to the closest whole number. Any remaining Offer Shares which cannot be allocated using the
above-described process will be allocated to investors on a random basis.

The Company and Eesti Energia will decide on the allocation of the Offer Shares after the
determination of the Offer Price.

The Company expects to notify the results of the Offering and Offer Shares allocation by an
announcement through Tallinn Stock Exchange and on the website of the Company (English
version www.enefitgreen.ee/en/ipo, Estonian version: www.enefitgreen.ee/ipo) on or about 15
October 2021. The amount of Offer Shares allotted to individual institutional investors shall be
notified by the respective Underwriter on or about 15 October 2021. The trading of the Shares is
expected to commence on the Nasdaq Tallinn Stock Exchange on or about 21 October 2021.
Therefore, dealing with the Shares will begin after the notification on allocation to individual
institutional investors has been made.

Preferred Allocation to Managers and Employees

A natural person will be entitled to preferential allocation if he or she chooses to participate in the Retail
Offering and duly submits a Subscription Undertaking via a custodian and he or she is:

(1)

a member of the management board or the supervisory council of the Company, its consolidated
subsidiaries in Estonia, Latvia, Lithuania or Poland or any other legal entity from Estonia, Latvia,
Lithuania or Poland which belongs to the Eesti Energia group (i.e., Eesti Energia, Enefit Connect
OU, Elektrilevi OU, Narva Soojusvdork AS, Enefit Power AS, Enefit Solutions AS, Attarat
Holding OU, Enefit SIA, Enefit UAB, Tootsi Windpark OU, Enefit Outotec Technology OU and
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of the Offer Shares, the Management Board will apply for the registration of the New Shares with
the ERS.

3.12 SETTLEMENT AND TRADING

The New Shares will be, and the Secondary Shares together with existing Shares are, registered
in book-entry form in the ERS maintained by Nasdaq CSD SE and under ISIN EE3100137985.

The Offer Shares allocated to the investors who participated in the Offering shall be transferred
to their securities accounts on or about 20 October 2021 through the “delivery versus payment”
method simultaneously with effecting the payment for such Offer Shares. Each investor shall be
entitled to transfer the Offer Shares from its securities’ account as from the moment the transfer
of the Offer Shares to its account has been completed.

The final amount payable by an investor for the Offer Shares will be calculated by multiplying
the number of Offer Shares allocated to such investor with the Offer Price. Each investor in the
Institutional Offering will be required to undertake to pay the Offer Price for the Offer Shares to
the respective Underwriter.

The Company has on 1 October 2021 filed an application with the Tallinn Stock Exchange for
the Listing of all Shares on the Nasdaq Baltic Main List. Upon satisfaction of the application for
the Listing, the trading in the Shares is expected to commence on the Tallinn Stock Exchange on
or about 21 October 2021.

3.13 SELLING AND TRANSFER RESTRICTIONS

The distribution of this Prospectus and the offer of any Shares, including the Offer Shares, in
certain jurisdictions may be restricted by law and therefore persons into whose possession this
document comes should inform themselves about and observe any such restrictions, including
those that follow. Failure to comply with these restrictions may constitute a violation of securities
laws.

3.13.1. Selling Restrictions
(a) General

No action has been or will be taken in any jurisdiction (other than Estonia, Lithuania and Latvia)
that would permit a public offering of the Shares, or the possession, circulation or distribution of
this Prospectus or any other material relating to the Offering, in any jurisdiction where action for
such purpose is required. This Prospectus does not constitute an offer to subscribe for or buy any
of the Shares offered in this Offering to any person in any jurisdiction to whom it is unlawful to
make such offer or solicitation in such jurisdiction. Accordingly, the Shares may not be offered
or sold, directly or indirectly, nor may this Prospectus or any other offering material or
advertisement in connection with such securities be distributed or published, in or from any
country or jurisdiction except under circumstances that will result in compliance with any
applicable rules and regulations of any such country or jurisdiction.

(b) EEA
In relation to each Member State of the European Union (other than Estonia, Latvia and
Lithuania) (a “Relevant State”) no offer to the public of Shares which are the subject of the

Offering contemplated by this Prospectus has been, or will be, made in that Relevant State other
than:

e to any legal entity which is a qualified investor as defined in the Prospectus Regulation;
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e to fewer than 150 natural or legal persons (other than qualified investors as defined in the
Prospectus Regulation), subject to obtaining the prior consent of the Joint Global
Coordinators for any such offer; or

e in any other circumstances falling within Article 1(4) of the Prospectus Regulation,

provided that no such offer of Shares shall require the Company or any Joint Global Coordinators
to publish a prospectus pursuant to Article 3 of the Prospectus Regulation or supplement a
prospectus pursuant to Article 23 of the Prospectus Regulation.

For the purposes of this provision, the expression an “offer of Shares to the public” in relation to
any Shares in any Relevant State means the communication in any form and by any means of
sufficient information on the terms of the offer and the Shares to be offered so as to enable an
investor to decide to purchase or subscribe for any Shares, and the expression “Prospectus
Regulation” means Regulation (EU) 2017/1129.

(c¢)  United Kingdom

In the United Kingdom, this Prospectus and any other material in relation to the Offering
described herein is only being distributed to, and is only directed qualified investors as defined
in the Regulation (EU) 2017/1129 as it forms part of domestic law by virtue of the European
Union (Withdrawal) Act 2018 (“UK Prospectus Regulation™) that are also: (i) persons having
professional experience in matters relating to investments falling within the definition of
“investment professionals” falling within Article 19(5) of the Order; or (ii) persons who are high
net worth bodies corporate, unincorporated associations and partnerships and the trustees of high
value trusts, as described in Article 49(2)(a) to (d) of the Order; or (iii) persons to whom
distributions may otherwise lawfully be made (all such persons together being referred to as
“Relevant Persons”) or otherwise in circumstances which do not require publication by the
Company of a prospectus pursuant to section 85(1) of FSMA. The Offer Shares are only available
to, and any investment or investment activity to which this Prospectus relates is available only to,
and will be engaged in only with, Relevant Persons. This Prospectus and its contents are
confidential and should not be distributed, published or reproduced (in whole or in part) or
disclosed by recipients to any other person in the United Kingdom. Persons who are not Relevant
Persons should not take any action on the basis of this Prospectus and should not rely on it.

(d)  United States

The Shares have not been and will not be registered under the U.S. Securities Act and the Shares
may not be offered or sold within the United States except in certain transactions exempt from,
or in a transaction not subject to the registration requirements of, the U.S. Securities Act. The
Shares will be offered and sold in the United States only to QIBs as defined in, and in reliance on
Rule 144A or pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the U.S. Securities Act and outside the United States in offshore transactions in
reliance on Regulation S.

Any offer regarding sales of Shares in the United States will be made solely by one or more broker
dealers registered in accordance with the United States Securities Exchange Act of 1934, as
amended (the “U.S. Exchange Act”).

Until the expiration of 40 days after the later of the commencement of the Offering and the
original issue or sale date of the Shares offered in the Offering, an offer, sale or transfer of the
shares within the United States by a dealer may violate the registration requirements of the U.S.
Securities Act if such offer or sale is made otherwise than pursuant to an exemption from
registration under the U.S. Securities Act.
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(e) Australia

This document:

e does not constitute a prospectus or a product disclosure statement under the Corporations
Act 2001 of the Commonwealth of Australia (“Corporations Act”);

e does not purport to include the information required of a prospectus under Part 6D.2 of
the Corporations Act or a product disclosure statement under Part 7.9 of the Corporations
Act;

e has not been, nor will it be, lodged as a disclosure document with the Australian
Securities and Investments Commission (“ASIC”), the Australian Securities Exchange
operated by ASX Limited or any other regulatory body or agency in Australia; and

e may not be provided in Australia other than to select investors (“Exempt Investors™)
who are able to demonstrate that they: (i) fall within one or more of the categories of
investors under section 708 of the Corporations Act to whom an offer may be made
without disclosure under Part 6D.2 of the Corporations Act; and (ii) are “wholesale
clients” for the purpose of section 761G of the Corporations Act.

The Shares may not be directly or indirectly offered for subscription or purchased or sold, and no
invitations to subscribe for, or buy, the Shares may be issued, and no draft or definitive offering
memorandum, advertisement or other offering material relating to any Shares may be distributed,
received or published in Australia, except where disclosure to investors is not required under
Chapters 6D and 7 of the Corporations Act or is otherwise in compliance with all applicable
Australian laws and regulations. By submitting an application for the Shares, each subscriber or
purchaser of Shares represents and warrants to the Company, Eesti Energia, the Joint Global
Coordinators and their affiliates that such subscriber or purchaser is an Exempt Investor.

As any offer of Shares under this Prospectus or any other document will be made without
disclosure in Australia under Parts 6D.2 and 7.9 of the Corporations Act, the offer of those Shares
for resale in Australia within 12 months may, under the Corporations Act, require disclosure to
investors if none of the exemptions in the Corporations Act applies to that resale. By applying for
the Shares, each subscriber or purchaser of Shares undertakes to the Company, Eesti Energia and
the Joint Global Coordinators that such subscriber or purchaser will not, for a period of 12 months
from the date of issue or purchase of the Shares, offer, transfer, assign or otherwise alienate those
Shares to investors in Australia except in circumstances where disclosure to investors is not
required under the Corporations Act or where a compliant disclosure document is prepared and
lodged with ASIC.

()  South Africa

Due to restrictions under the securities laws of South Africa, the Shares are not offered,
transferred, sold, made, renounced or delivered in South Africa or to a person with an address in
South Africa and the Offering is not made, offered, transfer, sold, renounced or delivered in South
Africa or to a person with an address in South Africa, unless such person falls within one or more
of the exemptions to the securities laws relating to offers to the public set out in Section 96 of the
Companies Act No. 71 of 2008 (as amended). The exemptions include

e  Offers made only to the following persons, namely (i) persons whose ordinary business,
or part of whose ordinary business, is to deal in securities, whether as principals or agents;
(ii) the Public Investment Corporation as defined in the Public Investment Corporation
Act, No. 23 of 2004 (as amended); (iii) persons regulated by the Reserve Bank of South
Africa; (iv) authorised financial services providers as defined in the Financial Advisory
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and Intermediary Services Act, No. 37 of 2002 (as amended); (v) financial institutions as
defined in the Financial Services Board Act, No. 97 of 1990; (vi) wholly owned
subsidiaries of the persons contemplated in (iii), (iv) and (v) acting as agent in the
capacity of authorised portfolio manager for a pension fund registered in terms of the
Pension Funds Act, No. 24 of 1956 or as a manager for a collective investment scheme
registered in terms of the Collective Investment Schemes Control Act, No. 45 of 2002;
(vii) any combination of the persons contemplated in (i) to (vi); and

e Offers made to a single address acting as principal where the contemplated acquisition
cost of Shares is equal to or greater than R1,000,000.

The Offering does not constitute an offer for the sale or subscription for, or solicitation of an offer
to buy and subscribe for, Shares to the public as defined in the Companies Act, No. 71 of 2008
(as amended) and will not be distributed to any person in South Africa in any manner which could
be construed as an offer to the public in terms of the Companies Act, No. 71 of 2008 (as amended)
and should any person who does not fall into any of the above exemptions receive this Prospectus
they should not and will not be entitled to acquire any Shares or otherwise act thereon. This
Prospectus does not, nor is it intended to, constitute a prospectus prepared and registered under
the Companies Act, No. 71 of 2008 (as amended).

(g¢) Canada

The Shares may be sold only to purchasers purchasing, or deemed to be purchasing, as principal
that are accredited investors, as defined in National Instrument 45-106 Prospectus Exemptions or
subsection 73.3(1) of the Securities Act (Ontario), and are permitted clients, as defined in
National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant
Obligations. Any resale of the Shares must be made in accordance with an exemption from, or in
a transaction not subject to, the prospectus requirements of applicable securities laws.

Securities legislation in certain provinces or territories of Canada may provide a purchaser with
remedies for rescission or damages if this Prospectus (including any amendment hereto) contains
a misrepresentation, provided that the remedies for rescission or damages are exercised by the
purchaser within the time limit prescribed by the securities legislation of the purchaser’s province
or territory. The purchaser should refer to any applicable provisions of the securities legislation
of the purchaser’s province or territory for particulars of these rights or consult with a legal
adviser.

Pursuant to section 3A.3 of NI 33-105, the Joint Global Coordinators are not required to comply
with the disclosure requirements of NI 33-105 regarding underwriter conflicts of interest in
connection with this Offering.

3.13.2. Transfer Restrictions

The Shares have not been and will not be registered under the U.S. Securities Act or with any
securities regulatory authority of any state or other jurisdiction in the United States, and may not
be offered or sold except: (i) within the United States only to QIBs as defined in, and in reliance
on, Rule 144A or pursuant to another exemption from, or in a transaction not subject to, the
registration requirements of the U.S. Securities Act; and (ii) outside the United States in
compliance with Regulation S, and in each case in accordance with any applicable securities laws
of any state or territory of the United States or any other jurisdiction. Terms defined in Rule 144A
or Regulation S shall have the same meaning when used in this section.

Investors outside of the United States
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Each purchaser of the Shares outside the United States pursuant to Regulation S will be deemed
to have acknowledged, represented and agreed that it has received a copy of this Prospectus and
such other information as it deems necessary to make an informed investment decision and that:

e The purchaser is authorised to consummate the purchase of the Shares in compliance
with all applicable laws and regulations;

e The purchaser acknowledges that the Shares have not been and will not be registered
under the U.S. Securities Act, or with any securities regulatory authority or any state of
the United States, and are subject to significant restrictions on transfer;

e The purchaser is, and the person, if any, for whose account or benefit the purchaser is
acquiring the Shares was located outside the United States at the time the buy order for
the Shares was originated and continues to be located outside the United States and has
not purchased the Shares for the benefit of any person in the United States or entered into
any arrangement for the transfer of the Shares to any person in the United States;

e The purchaser is not an affiliate of the Company or a person acting on behalf of such
affiliate, and is not in the business of buying and selling securities or, if it is in such
business, it did not acquire the Shares from the Company or an affiliate thereof in the
initial distribution of such Shares;

e The purchaser is aware of the restrictions on the offer and sale of the Shares pursuant to
Regulation S described in this Prospectus;

e The Shares have not been offered to it by means of any “directed selling efforts™ as
defined in Regulation S;

o The Company shall not recognise any offer, sale, pledge or other transfer of the Shares
made other than in compliance with the above restrictions; and

e The purchaser acknowledges that these representations and undertakings are required in
connection with the securities laws of the United States and that the Company, Eesti
Energia and the Joint Global Coordinators will rely upon the truth and accuracy of the
foregoing acknowledgements, representations and agreements.

Investors in the United States

Each purchaser of the Shares within the United States will be deemed to have acknowledged,
represented and agreed that it has received a copy of this Prospectus and such other information
as it deems necessary to make an informed investment decision and that:

e The purchaser is authorised to consummate the purchase of the Shares in compliance
with all applicable laws and regulations;

e The purchaser acknowledges that the Shares have not been and will not be registered
under the U.S. Securities Act or with any securities regulatory authority of any state of
the United States and are subject to significant restrictions to transfer;

o The purchaser (i) is a QIB (as defined in Rule 144A), (ii) is aware that the sale to it is
being made in reliance on Rule 144 A and (iii) is acquiring such Shares for its own account
or for the account of a QIB, in each case for investment and not with a view to any resale
or distribution to the Shares, as the case may be;
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e The purchaser is aware that the Shares are being offered in the United States in a
transaction not involving any public offering in the United States within the meaning of
the U.S. Securities Act;

e The purchaser understands and acknowledges that if, in the future, the purchaser or any
such other QIBs for which it is acting, or any other fiduciary or agent representing such
purchaser decides to offer, resell, pledge or otherwise transfer such Shares, as the case
may be, such Shares may be offered, sold, pledged or otherwise transferred only (i) to a
person whom the beneficial owner and/or any person acting on its behalf reasonably
believes is a QIB in a transaction meeting the requirements of Rule 144A, (ii) outside the
United States in a transaction meeting the requirements of Regulation S, (iii) in
accordance with Rule 144 under the U.S. Securities Act (if available), (iv) pursuant to
any other exemption from the registration requirements of the U.S. Securities Act, subject
to the receipt by the Company of an opinion of counsel or such other evidence that the
Company may reasonably require that such sale or transfer is in compliance with the U.S.
Securities Act or (v) pursuant to an effective registration statement under the U.S.
Securities Act, in each case in accordance with any applicable securities laws of any state
or territory of the United States or any other jurisdiction;

e The purchaser is not an affiliate of the Company or a person acting on behalf of such
affiliate, and is not in the business of buying and selling securities or, if it is in such
business, it did not acquire the Shares from the Company or an affiliate thereof in the
initial distribution of such Shares;

e The purchaser understands that Shares are “restricted securities” within the meaning of
Rule 144(a)(3) and that no representation is made as to the availability of the exemption
provided by Rule 144 under the U.S. Securities Act for resales of any Shares, as the case
may be;

e The Company shall not recognise any offer, sale pledge or other transfer of the Shares
made other than in compliance with the above-stated restrictions; and

e The purchaser acknowledges that these representations and undertakings are required in
connection with the securities laws of the United States and that the Company, Eesti
Energia, the Joint Global Coordinators and their respective advisors will rely upon the
truth and accuracy of the foregoing acknowledgements, representations and agreements.

e For so long as the Shares are “restricted securities” as defined in Rule 144(a)(3) under
the U.S. Securities Act, the Shares may not be deposited into any unrestricted depositary
facility established or maintained by a depositary bank, unless and until such time as the
Shares are no longer restricted securities.

3.14 OTHER RELATIONSHIPS

The Underwriters are full service financial institutions engaged in various activities, which may
include securities trading, commercial and investment banking, financial advisory, investment
management, principal investment, hedging, issuing or creating and trading in securities and
financial products, publishing research and exercising voting power over securities on behalf of
third parties, financing and brokerage activities, for which they received customary fees. In the
ordinary course of the Underwriters’ trading, brokerage, asset management, and financing
activities, the Underwriters may at any time deal as principal or agent for more than one party in,
or hold long or short positions, and may trade or otherwise effect transactions, for its own account
or the accounts of customers, in debt or equity securities or loans of the Company, Eesti Energia,
their respective associates or any counterparty.
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Each Underwriter may have and may in the future have investment and commercial banking, trust
and other relationships with parties other than the Company, which parties may have interests
with respect to the Company, Eesti Energia, their respective affiliates or other persons. The
Underwriters and their respective affiliates may provide such services for the Company and Eesti
Energia and their respective affiliates in the future.

In connection with the Offering, each of the Underwriters and any of their respective affiliates,
acting as an investor for its own account, may take up a portion of the Shares in the Offering as a
principal position and in that capacity may retain, purchase, sell, offer to sell or otherwise deal
for its or their own account(s) in such securities, any of the Company’s other securities or other
related investments in connection with this Offering or otherwise. Accordingly, references in this
Prospectus to the shares being issued, offered, subscribed or otherwise dealt with should be read
as including any issue or offer to, or subscription or dealing by, the Underwriters or any of them
and any of their respective affiliates acting as an investor for its or their own account(s). In
addition, certain of the Underwriters or their affiliates may enter into financing arrangements
(including swaps) with investors in connection with which such Underwriters (or their affiliates)
may from time to time acquire, hold or dispose of the Shares. None of the Underwriters intends
to disclose the extent of any such investment or transactions otherwise than in accordance with
any legal or regulatory obligation to do so.

3.15 LOCK UP ARRANGEMENTS

The Company has agreed that, without the prior written consent of the Underwriters, neither the
Company nor any of its affiliates nor any person acting on its behalf will, during the period ending
180 calendar days from the Listing Date:

()] directly or indirectly, issue, offer, pledge, sell, contract to sell, sell or grant any option,
right, warrant or contract to purchase, exercise any option to sell, purchase any option or
contract to sell or lend or otherwise transfer or dispose of any Shares or any securities
convertible into or exercisable or exchangeable for Shares, or file any registration
statement under the Securities Act or any similar document with any other securities
regulator, stock exchange, or listing authority with respect to any of the foregoing;

(i1) enter into any swap or any other agreement or other arrangement that transfers, in whole
or in part, directly or indirectly, the economic consequences of ownership of any Shares,
whether any such transaction described in clause (i) or (ii) above is to be settled by
delivery of Shares or such other securities, in cash or otherwise;

(iii) submit to its shareholders a proposal to effect any of the foregoing; or

(iv) publically announce such an intention to effect any such transaction.

The foregoing sentence shall not apply to

a. the issue or sale of Shares pursuant to the Offering;

b. the issue of Shares pursuant to the grant or exercise of share options or awards under
share option schemes described in this Prospectus;

c. the grant of any share options or awards under share option schemes described in this
Prospectus; or

d. any circumstances where an issue or sale of Shares is required by law or by any
competent authority or by order of a court of competent jurisdiction.
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For the six-month

period ended 30 For the year
June ended 31 December
2021 2020 2020 2019 2018
(unaudited) (audited)
(EUR “000)

SEIVICEeS USEd...c.eevereieiieieceiieieie e
Payroll expenses.........ccccceeeveererennennenes (3,306.5) (3,013.4) (6,070.8) (5,874.1) (4,535.2)
Depreciation, amortisation and
IMPAITMENL ...o.vevieeveniieeierceeeeeeierenenne (19,125.6) (18,337.1) (38,191.8) (40,801.9) (19,655.7)
Other operating eXpenses ...........ceeevenene (3,687.5) (3,819.6) (7,296.6) (8,564.1) (6,547.8)
Loss on disposal of a subsidiary............. - - - (1,391.6) -
OPERATING PROFIT ... 27,259.5 _ 48,508.7 71,978.7 49,524.5 20,608.4
Finance income .........cccceeveeeeencnieniennenne. 144.5 38.5 202.9 37.7 7.6
FInance Costs......cccoevevveerreenereneennnes (1,575.6) (1,855.8) (3,579.7) (10,241.5) (9,997.3)
Net finance Costs .................ccooomrrrrvveenns (1,431.1) _(1,817.3) 3,376.8) (10,203.8) ,989.7)
Profit (loss) from associates under the
equity method .............oooooovevveereereeees (36.1) (51.1) 5.2 257.6 47.4)
PROFIT BEFORE TAX.........co......... 25,7924  46,640.3 68,607.1 39,578.3 10,571.2
Corporate income tax eXpense ............... (760.0) 834.2 (736.7) (2,793.4) (933.2)
PROFIT FOR THE PERIOD
ATTRIBUTABLE TO: ..............c.c...... 25,032.3  47,474.5 67,870.4 36,784.9 9,638.0

Equity holder of the parent 25,032.3 47,4745 67,870.4 36,701.6 9,626.9

Non-controlling interest...............c...c... - - - 83.3 11.1

Basic earnings per share (euros) 522 9.90 14.2 7.7 2.0

Diluted earnings per share (euros) 522 9.90 14.2 7.7 2.0

7.2.2. Consolidated statements of comprehensive income

For the six-month For the year
period ended 30 June ended 31 December
2021 2020 2020 2019 2018
(unaudited) (audited)
(EUR “000)
PROFIT FOR THE PERIOD ................ 25,032.3 47,474.5 67,870.4 36,784.9 9,638.0

Other comprehensive income
Items that may be reclassified
subsequently to profit or loss:
Revaluation of hedging instruments in a
cash flow hedge net of reclassification
to profit or loss of EUR nil thousand
(six month ended 30 June 2020, net of
EUR nil thousand) (2,980.6) - - - -
Exchange differences on the translation
of foreign operations............cccceerverueneee 93.6 (613.9) (892.0) 56.2 -
Other comprehensive income for the
PETIOd ... (2,887.0) (613.9) (892.0) 56.2 -
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For the six-month

For the year

period ended 30 June ended 31 December
2021 2020 2020 2019 2018
(unaudited) (audited)
(EUR ¢000)
TOTAL COMPREHENSIVE
INCOME FOR THE PERIOD
ATTRIBUTABLE TO: ...........ccocuenneee. 22,145.3 46,860.6 66,978.4 36,841.1 9,638.0
Equity holder of the parent..................... 22,1453 46,860.6 66,978.4 36,757.8 9,626.9
Non-controlling interest..............cceueuee - - - 83.3 11.1
7.2.3. Consolidated statements of financial position
As at 30 June As at 31 December
2021 2020 2019 2018
(unaudited) (audited)
(EUR ¢000)
ASSETS
Non-current assets
Property, plant and equipment 615,405.8 594,980.0 627,866.1 644,079.6
Intangible assets 68,306.0 67,838.8 60,000.9 57,228.3
Right-of-use assets 2,139.6 2,222.3 2,725.4 -
Deferred tax assets 382.0 3443 1,185.3 618.0
Prepayments 4,108.3 - - -
Investments in associates 496.1 532.1 594.9 3,420.6
Long-term receivables 78.0 102.9 129.1 463.3
Total non-current assets 690,915.8 666,020.4 692,501.7 705,809.8
Current assets
Inventories 6,382.4 11,085.2 6,723.2 5,608.2
Trade and other receivables and
prepayments 19,197.8 51.565.5 19,846.1 18,346.3
Cash and cash equivalents 11,139.9 10,773.7 11,126.5 28,001.6
Total current assets 36,720.1 73,424.4 37,695.8 51,956.1
Total assets 727,635.9 739,444.8 730,197.4 757,765.9
EQUITY
Total equity and reserves
attributable to equity holder of
the parent
Share capital 4,793.5 4,793.5 4,793.5 4,793.5
Statutory capital reserve 479.3 479.3 479.3 479.3
Other reserves 386,239.3(M 400,000.0 400,000.0 -
Foreign currency translation
reserve (741.HD (834.7) 56.2 -
Retained earnings 103,043.7 105,111.4 55,656.9 33,998.4
Total equity and reserves
attributable to equity holder of
the parent 493,814.7 509,549.5 460,985.9 39,271.2
Non-controlling interest - - - 982.4
Total equity 493,814.7 509,549.5 460,985.9 40,253.6
LIABILITIES
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Non-current liabilities
Borrowings

Government grants

Deferred tax liabilities
Derivative financial instruments
Provisions

Total non-current liabilities
Current liabilities

Borrowings

Trade and other payables
Derivative financial instruments
Provisions

Total current liabilities

Total liabilities

Total equity and liabilities

Note:

As at 30 June

As at 31 December

2021 2020 2019 2018
(unaudited) (audited)
(EUR “000)
142,713.4 161,558.3 188,290.1 103,476.6
7,742.7 8,020.1 8,575.0 5,261.2
12,480.4 12,555.4 12,190.9 12,894.8
13,760.7 - - 2,074.2
11.8 12.7 14.4 13.7
176,709.0 182,146.5 209,070.4 123,720.5
47,672.4 37,777.9 47,541.8 577,430.2
9,333.1 9,857.3 12,533.1 14,602.2
- - - 1,757.5
106.7 113.6 66.0 1.9
57,112.2 47,748.8 60,140.9 593,791.8
233,821.2 229,895.3 269,211.3 717,512.3
727,635.9 739,444.8 730,197.2 757,765.9

(1) Please note that the “Foreign currency translation reserve” in the statement of financial position and statement of changes in equity
in the Unaudited Interim Financial Statements has been presented net with “Other reserves” (this presentation does not have an
impact on total equity as of 30 June 2021). In the above table the “Foreign currency translation reserve” has been presented
separately from “Other reserves” for consistency of presentation with the Audited Financial Statements. See also a reconciliation
of “Other reserves” as at 30 June 2021 in note 8 to the Unaudited Interim Financial Statements.

7.2.4. Consolidated statement of cash flows

For the six-month period For the year
ended 30 June ended 31 December
2021 2020 2020 2019 2018
(unaudited) (audited)
(EUR “000)

Cash flows from operating activities
Cash generated from operations 43,897.4 67,555.4  105,210.2 86,521.8 46,491.8
Interest and loan fees paid (1,577.4) (1,861.1) (3,653.1) (7,729.3) (9,425.4)
Interest received 23.3 1.6 1.8 94.7 0.4
Corporate income tax paid (394.1) (205.3) (304.3) (4,260.3) (228.2)
Net cash generated from operating activities 41,949.2 65,490.6 101,254.6 74,626.9 36,838.6
Cash flows from investing activities
Paid on purchase of property, plant and
equipment and intangible assets (38,746.6) (1,253.8) (11,055.9) (7,869.0) (8,927.6)
Proceeds from connection and other fees - - - - 36.0
Proceeds from sale of property, plant and
equipment 22.5 34.0 34.0 149.0 2.3
Loans provided - - - - (3.0)
Paid on acquisition of a business (net of cash
and cash equivalents acquired) - - - (13,786.5) (249,917.4)
Net change in term deposits with maturities of
over 3 months - 5.2 52 (5.2) -
Repayments of loans provided - - - 237.0 -
Dividends received from associates - 67.9 67.9 96.6 -
Payments related to government grants - - - (81.2) -

- - - 609.3 -

Proceeds from sale of a business (net of tax)
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For the six-month period For the year

ended 30 June ended 31 December
2021 2020 2020 2019 2018
(unaudited) (audited)
(EUR “000)
Net cash used in investing activities (38,724.1) (1,146.7)  (10,948.8)  (20,650.0) (258,809.7)
Cash flows from financing activities
Change in overdraft (net) 33,3123 (38,214.1)  (43,415.1) (510,421.0) 304,431.6
Redemption of bonds - - - - (48,500.0)
Bank loans received 10,000.0 8,976.7 8.976.7 260,000.0 -
Repayments of bank loans (18,961.8)  (18,570.9)  (37,527.8) (190,295.6) (2,366.9)
Principal elements of lease payments (2018 —
Principal elements of finance lease payments) (109.4) (118.3) (292.4) (11,241.3) (510.7)
Repayments of interest rate swaps - - - (3,831.6) -
Contribution to voluntary reserve - - - 400,000.0 -
Dividends paid (27,100.0)  (18,400.0)  (18,400.0)  (15,000.0) -
Acquisition of a non-controlling interest in a
subsidiary - - - (50.0) (1,740.7)
Financing transactions with the parent - - - (12.5) (1,340.6)
Net cash (used in) generated from financing
activities (2,858.9)  (66,353.6) (90,658.6)  (70,852.0) 249,972.7
Net cash flow 366.2 (2,009.7) (352.8)  (16,875.1) 28,001.6
Cash and cash equivalents at the beginning of
the period 10,773.7 11,126.5 11,126.5 28,001.6 -
Cash and cash equivalents at the end of the
period 11,139.9 9,116.7 10,773.7 11,126.5 28,001.6
Change in cash and cash equivalents 366.2 (2,009.8) (352.8)  (16,875.1) 28,001.6

7.2.5. Consolidated statement of changes in equity

Foreign
Statutory currency Non-
Share capital Other translatio Retained controllin Total
capital reserve reserves nreserve earnings Total g interest equity
(audited)
(EUR ¢000)
Equity at 1 January 2018 4,793.5 479.3 - - 24371.6  29.644.4 - 29,644.4
Profit for the year 9,628.8 9,628.8 11.1 9,637.9
Increase in non-controlling
interests due to acquisition of a
subsidiary - - - - - - 2,712.0 2,712.0
Acquisition of non-controlling
interest in a subsidiary - - - - - - (1,740.7) (1,740.7)
Total contributions by and
distributions to owners of the
company, recognised directly
in equity - - - - - - 971.3 971.3
Equity as at 31 December
2018 4,793.5 479.3 33,998.5  39,271.3 982.4  40,253.7
Profit for the year.......c.ccceuee. - - - - 36,701.6 36,701.6 83.3 36,784.9
Other comprehensive income ) ) ) 56.2 ) 56.2 ) 56.2
for the year ........cccoeeveeneennne
Decrease in non-controlling
interest due to sale of a - - - - - - (1,065.7)  (1,065.7)

SUDSIAIArY ...cveveieiicieieiccce
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Foreign

Statutory currency Non-
Share capital Other translatio Retained controllin Total
capital reserve reserves nreserve earnings Total g interest equity
(audited)
(EUR “000)
Contribution to voluntary - - 400,000.0 ; - 400,000.0 - 400,000.0
TESETVE ..o
Dividends paid ........cccccoueueenee - - - - (15,000.0) (15,000.0) - (15,000.0)
Other adjustments ............c....... (43.2) 43.2) 43.2)
Total contributions by and
distributions to owners of the - - 400,000.0 - (15,043.2) 3849568 (1,065.7) 383,891.1
company, recognised directly
N EQUILY eoucerrecrnennrcsnnesncecnenees
f(;ll“;ty as at 31 December 47935 4793 400,000.0 562 55,6569 460,985.9 - 460,985.9
Profit for the year - - - - 67,870.4 67,870.4 - 67,870.4
Other comprehensive income /
(loss) for the year - - - (892.0) - (892.0) - (892.0)
Dividends paid - - - - (18,400) (18,400) - (18,400)
Other adjustments - - - 1.1 (15.9) (14.8) - (14.8)
Total contributions by and
distributions to owners of the
company, recognised directly
in equity - - - 1.1 (18,415.9) (18,414.8) - (18,414.8)
f(;]zuoity as at 31 December 4,793.5 4793 400,000.0  (834.7) 1051114 509,549.5 - 509,549.5
Profit for the period - - - - 25,032.3 25,032.3 - 25,032.3
Other comprehensive income /
(loss) for the period - - (2,980.6) 93.6 - (2,887.0) - (2,887.0)
Total comprehensive income /
(loss) for the period (2,980.6) 93.6" 25,0323 22,1453 - 22,1453
Dividends paid - - - - (27,100.0) (27,100.0) - (27,100.0)
Fair value on initial recognition
of derivative financial
instrument transactions
conducted with the parent entity - - (10,780.1) - - (10,780.1) - (10,780.1)
Total contributions by and
distributions to owners of the
company, recognised directly
N EQUILY eeveenerenerenerensrenssenssenenes - - (10,780.1) - (27,100.0) (37,880.1) - (37,880.1)
Equity as at 30 June 2021....... 4,793.5 479.3  386,239.3"  (741.1) 103,043.7 493,814.7 - 493,814.7
Note:

(1) Please note that the “Foreign currency translation reserve” in the statement of financial position and statement of changes in equity
in the Unaudited Interim Financial Statements has been presented net with “Other reserves” (this presentation does not have an
impact on total equity as of 30 June 2021). In the above table the “Foreign currency translation reserve” has been presented
separately from “Other reserves” for consistency of presentation with the Audited Financial Statements. See also a reconciliation
of “Other reserves” as at 30 June 2021 in note 8 to the Unaudited Interim Financial Statements.

7.3 ALTERNATIVE PERFORMANCE MEASURES USED BY THE GROUP

This Prospectus includes certain measures to assess the financial performance of the Group’s
business that are termed “alternative performance measures” because they exclude amounts that
are included in, or include amounts that are excluded from, the most directly comparable
measures calculated and presented in accordance with IFRS, or are calculated using financial
measures that are not calculated in accordance with IFRS. Such measures are considered to be
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“alternative performance measures” as defined in the “ESMA Guidelines on Alternative
Performance Measures” issued by the European Securities and Markets Authority on 5 October
2015. These alternative performance measures include EBITDA (as defined below), EBITDA
margin, cash conversion, net debt, net debt to total capital ratio, net debt to EBITDA ratio and
total equity to total assets ratio.

The management of the Group uses such measures to measure operating performance and
liquidity, in presentations to the Supervisory Council and as a basis for strategic planning and
forecasting, as well as monitoring certain aspects of its operating cash flow and liquidity.
Management believes that these and similar measures are used widely by certain investors,
securities analysts and other interested parties as supplemental measures of performance and
liquidity.

The Group’s use and method of calculation of alternative performance measures may not be
comparable to the other companies in its industry due to differences in accounting policies or
differences in the calculation methodology of similar measures by other companies in its industry.

An explanation of the relevance of each of the alternative performance measures, a reconciliation
of the alternative performance measures to the most directly comparable measures calculated and
presented in accordance with IFRS and a discussion of their limitations is set out below. The
Group does not regard these alternative performance measures as a substitute for, or superior to,
the equivalent measures calculated and presented in accordance with IFRS or those calculated
using financial measures that are calculated in accordance with IFRS. Although certain of these
alternative performance measures have been extracted or derived from the Financial Statements
contained in this Prospectus, this data has not been audited or reviewed by Group’s independent
auditors.

EBITDA, as calculated by the Group, represents profit for the period adjusted for corporate
income tax expense, profit (loss) from associates under the equity method, net finance costs,
depreciation, amortisation and impairment (“EBITDA”).

EBITDA margin is defined as EBITDA divided by the sum of (1) revenue and (2) renewable
energy support and other operating income and is monitored by the Company as a measure of
profitability.

The table below sets out reconciliation of profit for the year to EBITDA, for the periods indicated.

For the six month
period ended 30

June For the Year ended 31 December
2021 2020 2020 2019 2018
(EUR ’000)

Profit for the period .........ccocevereiieninennne 25,032.3 47,474.5 67,870.4 36,784.9 9,638.0
Corporate income tax eXpense............c..c...... 760.0 (834.2) 736.7 2,793.4 933.2
(Profit) / loss from associates under the

equity method ..o 36.1 51.1 (5.2) (257.6) 47.4
Net finance CostS........ocvvirerrerierieieeeerennens 1,431.1 1,817.3 3,376.8 10,203.8 9,989.7
Depreciation, amortisation and impairment.. 19,125.6 18,337.1 38,191.8 40,801.9 19,655.7
EBITDA 46,385.2 66,845.8 110,170.5 90,326.4 40,263.9
Revenue 63,522.4 56,558.8 113,994.3 119,833.1 60,007.6
Renewable energy support and other

operating income 14,885.8 34,541.0 48,689.3 31,684.8 17,968.3
Total revenue 78,408.2 91,099.8 162,683.6 151,517.9 77,975.9
EBITDA margin 59.2%  73.4% 67.7% 59.6% 51.6%
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EBITDA and EBITDA margin are presented because these measures are widely used by
securities analysts, investors and other interested parties to evaluate the profitability of
companies. EBITDA eliminates potential differences in performance caused by variations in
capital structures (affecting net finance costs), tax positions (such as the availability of net
operating losses against which to relieve taxable profits), the cost and age of tangible assets
(affecting relative depreciation expense) and the extent to which intangible assets are identifiable
(affecting relative amortisation expense).

EBITDA has limitations as an analytical tool, and prospective investors should not consider it in
isolation from, or as a substitute for analysis of, the Group’s results of operations, as reported
under IFRS. Some of these limitations are:

e it does not reflect the Group’s cash expenditures or future requirements for capital
expenditures or contractual commitments;

e it does not reflect changes in, or cash requirements for, the Group’s working capital
needs;

e it does not reflect the significant interest expense, or the cash requirements necessary to
service interest or principal payments, on the Group’s debt;

e although depreciation, amortisation and impairment are non-cash charges, the assets
being depreciated and amortised will often have to be replaced in the future, and EBITDA
does not reflect any cash requirements for such replacements; and

e itisnotadjusted for all non-cash income or expense items that are reflected in the Group’s
statements of cash flows.

In view of the above limitation, prospective investors should use caution when reviewing
EBITDA and should not consider EBITDA as an absolute measure of the Group’s financial
performance or liquidity under IFRS. EBITDA should not be considered by prospective investors
in isolation to, or as a substitute to operating profit, profit for the year or any other performance
measures as determined in accordance with IFRS, or as an alternative to cash flow from operating
activities as a measure of the Group’s liquidity, or consider them to be comparable to other
companies.

The table below sets out reconciliation of cash conversion which, as calculated by the Group,
represents net cash generated from operating activities as presented in the statement of cash flows
divided by EBITDA.

For the six-month

period ended 30 June For the Year ended 31 December
2021 2020 2020 2019 2018
(EUR ’000)
Ve o L 419492 634906 101,254 746269 368386
EBITDA ....coiiiieieiiincnccccece 46,385.2 66,845.8 110,170.5 90,326.4 40,263.9
Cash conversion 90.4% 98.0% 91.9% 82.6% 91.5%

Net debt is defined as total borrowings (sum of current and non-current borrowings) adjusted for
cash and cash equivalents and is monitored by the Company as a measure of liquidity. A
reconciliation of net debt to the nearest IFRS measure is shown in the table below:
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As at 30 June As at 31 December
2021 2020 2019 2018
(EUR ’000)
Current DOITOWINGS .......ecvevveeeeenirieaierienieiens (47,672.4) (37,777.9) (47,541.8) (577,430.2)
Non-current bOrrowings .........ccceceeeeveeueneenees (142,713.4) (161,558.3) (188,290.1) (103,476.6)
Cash and cash equivalents ...........c.cccecvervennen. 11,139.9 10,773.7 11,126.5 28,001.6
Net debt (179,245.9) (188,562.5) (224,705.4) (652,905.2)

The table below sets out a reconciliation of the following alternative performance measures: net
debt to total capital ratio; net debt to EBITDA (for the last twelve months) ratio; and total equity

to total assets ratio.

As at or for the last
twelve months ended

As at or for the

30 June year ended 31 December
2021 2020 2019 2018
(EUR ’000)
Net debt...coeeiiiireecec e 179,245.9 188,562.5 224,705.4 652,905.2
Total @QUILY -.oveeeeeieeeeieieieeeeeee e 493,814.7 509,549.5 460,985.9 40,253.6
Total capital (net debt + total equity) ............ 673,060.6 698,112.0 685,691.3 693,158.8
Net debt/total capital 27% 27% 33% 94%
EBITDA® ... 89,709.9 110,170.5 90,326.4 40,263.9
Net debt/EBITDA® 2.0 1.7 2.5 16.2
Total assets........ccoeeeeveeeunennne e 727,635.9 739,444.8 730,197.4 757,765.9
Total equity/total assets 68% 69% 63% 5%

Note:

(1) EBITDA for the last twelve months ended 30 June 2021 has been calculated by adding (i) Group’s EBITDA the year
ended 31 December 2020 as extracted from the Audited Financial Statements (EUR 110.2 million) and (ii) the Group’s
EBITDA for the six months ended 30 June 2021 as extracted from the Unaudited Interim Financial Statements (EUR
46.4 million) and then subtracting (iii) the Group’s EBITDA for the six months ended 30 June 2020 as extracted from
the Unaudited Interim Financial Statements (EUR 66.8 million). The Group’s EBITDA for the twelve months ended
30 June 2021 has been prepared solely for the purpose of this Prospectus, is not prepared in the ordinary course of the
Group’s financial reporting and has not been audited or reviewed by the Group’s independent auditors. The Group’s
EBITDA for the twelve months ended 30 June 2021 presented herein is not required by or presented in accordance
with IFRS or any other generally accepted accounting principles and is not necessarily indicative of the results that
may be expected for any future period and should not be used as the basis for, or prediction of, an annualized

calculation.
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for the recognition, measurement, presentation and disclosure of leases. All leases result in the
lessee obtaining the right to use an asset at the start of the lease and, if lease payments are made
over time, also obtaining financing. Accordingly, IFRS 16 eliminates the classification of leases
as either operating leases or finance leases as required by IAS 17 and, instead, introduces a single
lessee accounting model. Lessees are required to recognise: (a) assets and liabilities for all leases
with a term of more than 12 months, unless the underlying asset is of low value; and (b)
depreciation of lease assets separately from interest on lease liabilities in the income statement.
IFRS 16 substantially carries forward the lessor accounting requirements in IAS 17. Accordingly,
a lessor continues to classify its leases as operating leases or finance leases, and to account for
those two types of leases differently.

The Group adopted the standard from 1 January 2019, using the simplified transition approach,
i.e., without restating comparative information for 2018, as permitted by certain transition
provisions of the standard. As a result, the comparative information for 2018 is reported under
IAS 17 which limits the comparability to the information for the year ended 31 December 2019
and 2020 presented in the Prospectus.

The Group adopted certain new or revised accounting standards and interpretations on 1 January
2020. However, these had no material impact on the Group's consolidated financial statements.
For further information, see note 2.2 to the Audited Financial Statements.

8.4 DESCRIPTION OF KEY PERFORMANCE MEASURES AND INCOME
STATEMENT LINE ITEMS

8.4.1. Revenue

The Group reports revenue as income arising in the course of the Group’s ordinary activities.
Revenue is measured in the amount of the transaction price. The transaction price is the amount
of consideration to which the Group expects to be entitled in exchange of transferring control
over promised goods or services to a customer, excluding amounts collected on behalf of third
parties. The Group recognises revenue when it transfers control of a good or service to the
customer.

The Group provides electricity and heat sale and waste treatment services under fixed and variable
price contracts. Revenue from the services is recognised in the periods over which the services
are rendered. For fixed price contracts, revenue is recognised based on the actual service provided
by the end of the reporting period as a proportion of the total services to be provided because the
customer receives and consumes the benefits simultaneously. Revenue from the sale of electricity
and heat is recognised based on units delivered, and revenue from the treatment of waste is
recognised based on units received; relevant invoices are issued on a monthly basis. In accordance
with IFRS 15, the Group has not disclosed the transaction prices allocated to contracts not
performed (performance obligations not satisfied) at the reporting date.

If the contract includes variable consideration, it is recognised as revenue only to the extent that
it is highly probable that there will be no significant reversal of such consideration. The Group
manufactures pellets and sells them in an open market and also sells services related to solar turn-
key solutions to the parent entity. Sales are recognised when control of the products has been
transferred, i.e., when the products have been delivered to the customer (wholesaler), the
customer has full discretion over the distribution channel and price of the products, and there is
no unsatisfied obligation that could affect the customer’s acceptance of the products. Delivery
occurs when the products have been shipped to the specific location, the risks of obsolescence
and loss have been transferred to the customer, and the customer has accepted the products in
accordance with the sales contract, the acceptance provisions have lapsed or the group has
objective evidence that all criteria for acceptance have been satisfied. The sales transactions do
not contain a financing component because sales are made with a credit term of up to 90 days,
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8.4.2.

8.4.3.

which is consistent with industry practice. A receivable is recognised when the goods have been
delivered as this is the point in time where the right to consideration becomes unconditional
because only the passage of time is required before payment is due. If the Group provides any
additional service to the customer after control of the goods has transferred to the customer,
provision of the service is treated as a separate performance obligation and relevant revenue is
recognised over the period in which the service is provided.

Interest income is recognised when it is probable that the economic benefits associated with the
transaction will flow to the Group and the amount of the income can be measured reliably. Interest
income is recognised using the effective interest rate, unless the receipt of interest is uncertain.
In the latter case, interest income is recognised on a cash basis.

The Group does not have any contracts where the period between the transfer of the promised
goods or services to the customer and payment by the customer exceeds one year. Consequently,
the Group does not adjust any transaction prices for the time value of money.

Renewable energy support and other operating income

The Group reports renewable energy support, government grants, gain on greenhouse gas
emission allowances sold and other income as renewable energy support and other operating
income and consists primarily of renewable energy support for electricity sales in Estonia. The
Group monitors both revenue and renewable energy support and other operating income on a
reportable segment basis. For further information, please see Notes 24 and 25 of the Group’s
Audited Financial Statements.

EBITDA

EBITDA, as calculated by the Group, represents profit for the period adjusted for corporate
income finance tax expense, profit (loss) from associates under the equity method, net finance
costs, depreciation, amortisation and impairment.

8.4.4. Operating profit

Management assesses segment results mainly on the basis of EBITDA but also monitors segment
results based on operating profit. Finance income and costs and corporate income tax expense are
not allocated to operating segments.

8.5 REPORTABLE SEGMENTS

The Group’s operating segments have been identified by reference to its main business lines. All
production units operated by the Group have been allocated to operating segments based on the
primary fuel source and technology. Other internal structural units have been allocated to
operating segments based on their primary field of activity.

The Group has the following three main business lines, which are presented as separate reportable
segments and less significant business activities and functions, which are presented within a
fourth segment (“Other”):

e  Wind (which comprises all of the Group’s wind parks);

e (Cogeneration, or “CHP” (which comprises all of the Group’s CHP facilities and the
production and sale of wood pellets);

e Solar (which comprises all of the Group’s solar facilities except for Ruhnu); and
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As of 30 June 2021, 100% of the heat produced by the Group’s heat-generating assets in operation
is regulated by way of commitments under long-term contracts and/or by the relevant regulatory
authorities.

The level of prices under FiP, FiT, other incentive arrangements and long-term contracts varies
by market and is heavily influenced by evolving market conditions, market structure, the level of
government incentives and government regulators and competition authorities.

The electricity produced by the Group’s production assets in Estonia is sold on the Nord Pool
power exchange in day-ahead markets and intraday markets. During the years ended 2018, 2019
and 2020, and the six months ended 30 June 2020 and 2021, the revenue derived from sales of
electricity by the Group on the Nord Pool power exchange in the Estonia price area was
EUR 12.2 million, EUR 29.4 million and EUR 23.5 million and EUR 10.9 million and EUR 16.0
million, respectively.

Fuel prices, greenhouse gas emission allowance prices, availability of hydroelectric capacity and
the level of demand for electricity have particularly affected the price of electricity on the Nord
Pool power exchange in the three years ended 31 December 2020 and the six months ended 30
June 2021. The electricity markets of Estonia and other Baltic and Nordic countries are well-
connected via interconnectors. Therefore, electricity production and prices are also affected by
various factors outside the Group’s home markets, such as water levels at Norwegian hydropower
plants and wind conditions in Denmark.

The following tables show the Group’s average electricity and heat sale prices during the periods
indicated:

For the six-month period

ended 30 June For the Year ended 31 December
2021 2020 2020 2019 2018
(unaudited) (audited)
Average Electricity and Heat Sale Prices by
segment (in € MWh)®
Wind (€leCtriCity) «.....oovvevrerrerereereeeeeeeeeeee e 85 73 73 85 89
CHP (l€CtriCity) .uvvvvererrereereerreeeceee e 95 85 83 97 89
CHP (heat).....cccooereeieieiieee e 13 16 16 26 32
Solar (lectriCity) . ....ocoevrverreereeeeeeeeeereeeeeeneens 85 71 94 99 111
Note:

(1) Calculated by dividing consolidated electricity and heat sale revenues and renewable energy support by MWh
produced.
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For the six-month period For the Year ended 31

ended 30 June December
2021 2020 2020 2019 2018
(unaudited) (audited)
Average Electricity Prices by country (in
€/MWh)®
EStONI@..c.uiiivieieieieieiecie et 93 71 71 90 95
LatVIa cveeeveiieieiecieeieie et 124 131 131 143 153
Lithuania ......ccceeveienienieieeieeeeeeee e 79 9 79 78 78
POIANA.......oveeeeeeeeeeeeeeeeee s 82 70 98 80 n/a
Note:

(1) Calculated by dividing consolidated electricity and heat sale revenues and renewable energy support and by MWh

produced.
For the six-month period For the Year ended 31
ended 30 June December
2021 2020 2020 2019 2018
(unaudited) (audited)
Average Heat Prices by country (in € MWh)®
EStonia.......cccoveevieieieiee e 14 20 19 25 31
LAtVIA coceeeeeeieieeeicereetceee e 41 41 41 41 41
Notes:

(1) Calculated by dividing consolidated electricity and heat sale revenues and renewable energy support by MWh
produced.

The average electricity sale prices for the wind segment increased by 12€/MWh, or 16.4%, in the
six months ended 30 June 2021 as compared to the six months ended 30 June 2020 mainly due
to higher Nord Pool prices in Estonia.

The average electricity sale prices for the wind segment decreased by 12€/MWh, or 14.1%, in
2020 as compared to 2019 mainly due to lower hourly market prices in 2020.

The average electricity sale prices for the wind segment decreased by 4€/MWh, or 4.6%, in 2019
as compared to 2018 mainly due to the inclusion of Nelja Energia’s assets since November 2018
in Lithuania, which adopts a different subsidy structure to the Estonian assets. This decrease was
partially offset by an increase in market price in 2018.

The average electricity sale prices for the CHP segment increased by 106/MWh, or 11.8%, in the
six months ended 30 June 2021 as compared to the six months ended 30 June 2020 mainly due
to higher Nord Pool prices in Estonia.

The average electricity sale prices for the CHP segment decreased by 14€/MWh, or 14.4%, in
2020 as compared to 2019 mainly due to lower market prices in 2020.

The average electricity sale prices for the CHP segment increased by 8€/MWh, or 9.0%, in 2019
as compared to 2018 mainly due to the inclusion of Broceni CHP facility since November 2018,
which was acquired as part of Nelja Energia Group and benefits from a FiT which is higher than
the EiP available to the Group’s comparable Estonian assets.
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(b)

The average electricity sale prices for Estonia increased by 12€/MWh, or 31.0%, in the six months
ended 30 June 2021 as compared to the six months ended 30 June 2020 mainly due to higher
Nord Pool prices in Estonia. The decrease in average heat sale prices for Estonia by 66/MWh, or
30%, in the six months ended 30 June 2021 as compared to the six months ended 30 June 2020
is mainly due to lower waste-to-energy regulated heat prices becoming effective in the second
half of 2020. The average electricity sale prices for Estonia decreased by 19€/MWh, or 21.1%, in
2020 as compared to 2019 mainly due to lower hourly market prices in 2020. The decrease in
average heat sale prices for Estonia by 66/MWh, or 24%, in 2020 as compared to 2019 is mainly
due to a reduction in Iru’s waste-to-energy regulated heat price during 2019, as well as lower gas-
fired heat sales. The average electricity sale prices for Estonia decreased by 5€/MWh, or 5.3%,
in 2019 as compared to 2018 mainly due to the significant change in asset portfolio as a result of
the Nelja Energia acquisition, which led to a significant increase in wind production as a
proportion of the Group’s total Estonian power production. The price decrease is mainly
attributable to market prices for electricity in Nord Pool power exchange. The decrease in average
heat sale prices for Estonia by 66/MWh, or 19.4%, in 2019 as compared to 2018 is mainly due to
a decrease in Iru’s waste-to-energy regulated heat price during 2018 and 2019, as well as lower
gas-fired heat sales.

The average electricity sale prices for Latvia decreased by 7€/ MWh, or 5.3%, in the six months
ended 30 June 2021 as compared to the six months ended 30 June 2020 mainly due to a portion
of the electricity produced at the Valka CHP facility being sold at market price. The average heat
sale prices for Latvia in the six months ended 30 June 2021 as compared to the six months ended
30 June 2020 remained flat, as no changes in heat price were agreed with Valka municipality.
The average electricity sale prices for Latvia decreased by 12€/MWh, or 8.4%, in 2020 as
compared to 2019 mainly due to a decrease in Valka CHP’s electricity price during 2019. The
average heat sale prices for Latvia in 2020 as compared to 2019 remained flat, as no changes in
heat price were agreed with Valka municipality. The average electricity sale prices for Latvia
decreased by 106/MWh, or 6.5%, in 2019 as compared to 2018 mainly due to price decrease in
Valka in autumn 2019 after price review every three years. The average heat sale prices for Latvia
in 2019 as compared to 2018 remained flat, as no changes in heat price were agreed with Valka
municipality.

The average electricity sale prices for Lithuania have remained constant throughout 2018, 2019
and 2020 because Lithuania is shielded from price movements in the electricity market as a result
of the FiT support scheme applied. As of 6 June 2021, the FiT support scheme no longer applies
to the Sudenai wind park and the electricity produced by the wind park is now sold on Nord Pool
power exchange where it is subject to market price risk. The FiT support scheme continues to
apply to the Group’s other wind parks in Lithuania.

The average electricity sale prices for Poland increased by 12€/MWh, or 17.1%, in the six months
ended 30 June 2021 as compared to the six months ended 30 June 2020. The average electricity
sale prices for Poland increased by 18€/MWh, or 22.5%, in 2020 as compared to 2019. For
electricity sales in Poland, the Company receives the annually indexed CfD price; fluctuations
between comparable periods are due to accounting-specific reasons as opposed to any material
changes to the business.

Goods

Pellets are sold to customers registered in Denmark, Belgium, UK and other countries under
several master agreements for the sale of pellets. As of 30 June 2021, the Group had three
outstanding long-term contracts for the sale of pellets. Under the contract with @rsted A/S, which
will expire in May 2024, the Group agreed to sell 255,000 tonnes of pellets over the duration of
the contract. Under the contract with Engie which will expire in September 2022, the Group
agreed to sell 125,000 tonnes of pellets over the duration of the contract. Under the master
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Belgium
Finland

Latvia
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........... 3,051.0 4.8% - - - - - - -
........... 648.4 1.0% 1,531.7 2.7% 2,520.6 2.2 - - -

.......... 4,065.4 6.4%  4,274.1 7.6% 23,189.9 20.3 26,613.70 222 4,259.80 7.1
........... 14,980.4  23.6% 20,084.0 35.5% 37,1933 32.6 35,815.40 29.9 4,667.10 7.8
679.6 1.1% 426.8 0.8% 917.2 0.8 271.8 0.2 - -

63,5224  100.0 56,558.8 100.0 113,994.3  100.0 119,833.10  100.0  60,007.70 100.0

While the nameplate capacity of the Group’s production assets in operation is an important
indicator of the Group’s potential electricity production, actual electricity produced depends, in
large part, on the availability of the wind or solar resources the Group’s facilities are designed to
harness. Although the Group plans its projects based on historical patterns of wind resources and
solar radiation, the actual amount of wind or solar irradiance received at a particular site can vary
(particularly in the case of wind) and resource predictions may fail to be met. Available wind and
solar irradiance are also subject to seasonal variations. For example, the Group’s solar plants tend
to produce less electricity during the shorter daylight hours in the winter. Variations in the level
of wind or solar irradiance from one period to the next can have a significant impact on the amount
of electricity produced by a particular generation facility. However, the fact that the Group’s
production assets are located in different geographical locations, together with its use of different
technologies (wind, CHP and solar) generally reduces the impact on the overall portfolio of low
resource events affecting particular production assets. The impact of resource availability and
seasonality on the CHP segment is limited.

Significant changes in ambient temperature may also impact the Group’s results of operations.
The volume of pellets the Group is able to produce is also seasonal and affected by the ambient
temperature. This is due to the increased cost, or shortage of supply, of raw materials, which may
be subject to increased demand from other market participants. The Group’s strategy is to
maintain sufficient inventory of raw materials in order to mitigate this impact.

Production asset availability

Production-based availability of a facility is defined as the ratio between the energy actually
generated by a wind park or solar facility and the theoretical maximum it could have generated
using available resources during a given period (to the extent this exceeds nominal hours planned
therefor). The production-based availability of a facility is affected by equipment downtime for
scheduled or unscheduled maintenance that would decrease the volume of electricity generated.
Hence, production-based availability is negatively impacted when facilities experience downtime
due to such maintenance, equipment failures, weather disruptions and similar events. Production-
based availability is also affected by the nature of the generating technology used. Solar plants
generally require little equipment downtime for maintenance, and often can continue producing
electricity while maintenance is performed. In contrast, maintenance performed on wind or CHP
facilities generally requires the turbines to be stopped to carry out the maintenance. To minimise
equipment downtime, the Group seeks to use reliable and proven equipment from reputable
suppliers with responsive service teams. The Group monitors performance and the operational
status of its production assets on an ongoing basis and, as such, is able to identify periods of low
productivity. As a result, the Group is able to arrange maintenance activities (either directly or
through O&M contractors) during periods of lower productivity, with a view to minimising
disruption and equipment downtime and maximising production asset availability.

Time-based availability applies to CHP facilities and is defined as time available (in hours)
expressed as a percentage of total time under consideration (in hours).

The following table summarises the availability of the Group’s facilities in operation during the
periods indicated.
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For the six-month period

ended 30 June For the Year ended 31 December
2021 2020 2020 2019 2018
(unaudited) (audited)

Availability(V®

Wind....coooevieieieieeeeee e 95.3% 96.3% 96.1% 96.0% 92.9%
CHP..ooeeeeeeeeeeeeee 96.4% 96.3% 96.6% 89.6% 95.0%
SOlaAT vt 99.8% 99.8% 99.9% 99.5% n/a%
Other®. ..., 95.6% 99.5% 98.9% 97.8% 98.7%

Notes:

(1) Wind, Solar and Other availability are production-based, while CHP is time-based.
(2) Includes Nelja Energia assets availability.
(3) Figures are for the Keil-Joa unit only. As a combined solution, Ruhnu has 100% availability.

In 2018, the availability of WinWinD wind parks negatively affected overall wind fleet
availability by 4.3%. The lower availability of WinWinD wind parks was predominantly due to
gearbox and transformer failures. In 2019 and 2020, the Group’s production and asset
management activities, which included ensuring the smooth performance of the production unit
and the responsiveness of the asset management team to increase asset availability when required
by reducing gearbox and transformer failures among other things, had a positive effect on wind
fleet availability, as shown in the graph below. Overall wind fleet availability in 2019 was 3.1%
higher than in 2018, and overall wind fleet availability in 2020 was 0.1% higher than in 2019.
For the six months ended 30 June 2021, wind fleet availability was 1% lower than in the six
months ended 30 June 2020 due to unplanned maintenance at the Silute wind park and unplanned
stoppages caused by adverse weather conditions.

Wind Farms Production Based Availabilities 2018-2020

120,0%

100,0%
80,0%
60,0%
40,0%
20,0%
0,0%
2018 2019 2020
 WinWind 78,3% 89,5% 89,7%
Ex. WinWind 97,2% 97,7% 98,0%
e WIN D 92,9% 96,0% 96,1%

8.6.4. Revenue and profitability mix and the Nelja Energia acquisition

The Group’s results of operations have been in the period under review, and are expected to
continue to be, significantly impacted by the proportion of Group revenue contributed by each
segment and the variations in profitability of those segments.

The following tables set out the revenue and renewable energy support and other operating
income for each of the Group’s segments:
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Revenue

Renewable
energy

support and

other
operating
income

For the six-month period ended 30

June For the Year ended 31 December
2021 2020 2020 2019 2018
(unaudited) (audited)
(EUR ’000)

% % % % %
27,118.3 42.7 29,167.5 51.6 56,463.1 49.5 62,909.80 52.5 16,677.90 27.8
33,747.8 53.1 26,126.5  46.2 51,371.8  45.1 56,326.10 47.0 42,881.70 71.5
1,500.3 2.4 562.0 1.0 4,623.8 4.1 476.6 0.4 111.8 0.2
1,156.0 1.8 702.8 1.2 1,535.6 1.3 120.6 0.1 336.1 0.6
63,522.4 100 56,558.8 100 113,994.3 100 119,833.10 100 60,007.50 100

For the six-month period ended 30

June For the Year ended 31 December
2021 2020 2020 2019 2018
(unaudited) (audited)
(EUR ’000)

% % % % %
11,586.6 77.8 17,196.7  49.8 28,3442  58.2 25,920.1 81.8 12,8354 714
2,853.6 19.2 3,224.2 9.3 5438.6 112 5,061.0 16.0 5,105.5 284
279.9 1.9 444.0 1.3 1,238.7 2.5 385.0 1.2 13.0 0.1
165.7 1.1 13,676.2  39.6 13,667.8  28.1 318.7 1.0 14.3 0.1
14,885.8 100 34,541.0 100 48,689.3 100 31,684.8 100 17,968.2 100

The following tables set out EBITDA and EBITDA margin for each of the Group’s segments:

For the six-month period ended 30

For the Year ended 31 December

June
2021 2020 2020 2019 2018
(unaudited) (audited)
(EUR ’000)
EBITDA % % % % %
Wind.......... 31,392.9 67.7 39,152.5 58.6 69,397.8  63.0 69,682.6 77.1 21,882.1 54.3
CHP........... 16,438.8 354 15,4358  23.1 29,849.8 27.1 24,704.0 27.3 22,520.8 55.9
Solar .......... 867.1 1.9 534.4 0.8 1,673.9 1.5 458.1 0.5 (166.6) (0.4)
Other.......... (2,313.6) (5.0) 11,723.2 17.5 9,249.0 8.4 (4,518.3) (5.00  (3,972.4) (9.9
Total.......... 46,385.2 100 66,845.8 100 110,170.5 100 90,326.4 100 40,263.9 100
For the six-month period ended
30 June For the Year ended 31 December
2021 2020 2020 2019 2018
(unaudited) (unaudited)
EBITDA Margin % % % % %
Wind ..o, 81.1 84.4 81.8 78.4 74.1
CHP ..o, 449 52.6 52.5 40.2 46.9
Solar......c.ccceeveeennen. 48.7 53.1 28.6 53.2 (133.5)
Other.....ccocoeeeneenn. (175.0) 81.5 60.8 (1,028.5) (1,133.7)
Total......ccceeeeeueeennee 59.2 734 67.7 59.6 51.6
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The following table sets out operating profit for each of the Group’s segments:

2021 2020 2020 2019 2018
(unaudited) (audited)
(EUR ’000)
Operating Profit % % % % %
ind...c.cooeeveennne 17,756.5 65.1 26,1244 539 41,8044  58.1 37,633.3 76.0 9,165.7 44.5
..................... 11,367.9 41.7 10,848.4 224 20,189.9  28.0 16,433.6 33.2 15,827.6 76.8

27,259.6 100 48,508.7 100 71,978.7 100 49,524.5 100 20,608.3

.................... 5153 1.9 (1352) 03 8856 1.2 138.2 03 (170.6)  (0.8)
................... (2380.1)  (8.7)  11,671.1 241 90988 12.6  (4,680.5) (9.5) (4.2144)  (20.5)

100

On 6 November 2018, the Company acquired 100% of the shares in Nelja Energia, a renewable
energy producer and wind park developer in the Baltic countries. The results of the acquired
businesses of Nelja Energia (excluding NPM, which historically conducted energy trading
activities and was one of Nelja Energia’s operating segments) were consolidated into the Group’s
financial statements as of 1 November 2018, leading to significant increases in Group revenue
and EBITDA. The acquisition of the Nelja Energia Group had a disproportionate impact on the
Wind segment, as the majority of assets of the acquired businesses were wind parks. Therefore,
there was a notable increase in the proportion of the Group’s revenue and EBITDA derived from
the Group’s Wind segment from 27.8% and 54.3% respectively in 2018 to 52.5% and 77.1%
respectively in 2019.

The acquisition had a related impact on the Group’s profitability: the Wind segment is the most
profitable segment for the Group, with its EBITDA margin being highest of all the Group’s
segments, in the year ended 31 December 2020 and the six months ended 30 June 2021, at 81.8%
and 81.1%, respectively. The profitability is explained by the fact that, particularly as compared
to the CHP segment, the Wind segment incurs limited operating expenses (based on 2020 data
and after excluding amortisation and depreciation, 98% of operating expenses and which the
Company treats as fixed in their nature, related mainly to maintenance and repairs, security and
insurance and other business costs). This results from limited staff costs and a high proportion of
capitalised costs. It is, however, affected significantly by factors outside the Group’s control (in
particular, the volume of wind in a given year — see “— Seasonality—Production seasonality
and resource variability”). In the future, the Group is well-positioned to take advantage of
beneficial climatic conditions (such as higher wind speeds) to generate both increased revenue
and higher EBITDA.

Operating costs in the Wind segment increased in the six months ended 30 June 2021 as compared
to the six months ended 30 June 2020, mainly attributable to additional expenses incurred in
moving the wind development team from Eesti Energia to the Company. Operating costs in the
Wind segment decreased in 2020 as compared to 2019, mainly attributable to lower maintenance
expenses in Lithuanian wind parks and lower insurance expenses. Operating costs in the Wind
segment decreased in 2019 as compared to 2018, mainly attributable to payroll expenses for the
Nelja Energia business being allocated to the “Other” segment because they were not directly
related to the Wind segment.

Whilst demand for heat is also seasonal, the CHP segment has not, and is not expected to be in
future, materially affected by resource availability and it benefits from regulated revenues.
Therefore, the revenue generated by this segment is more stable than in the Wind segment,
although EBITDA margins are lower. The most important reason for the decrease in EBITDA
margin in the CHP segment between 2018 and 2019 is the inclusion of the Broceni pellet plant
as part of this segment since November 2018, following the acquisition of Nelja Energia. The
improvement in EBITDA margin from 2019 to 2020, meanwhile was due to an increase in heat
sales for the Iru gas-fired CHP facility and an improved pellet margin resulting from, among other
factors, lower production costs and raw material prices.

92






8.6.6.

8.6.7.

permitted level of heat sale profitability and cross-subsidising energy production by the revenues
derived from heat production.

Execution and success of development projects

Worldwide demand for renewable energy has grown rapidly over the last decade, driven by
government policies promoting clean power and cost reductions that have made it more
competitive. The countries in which the Group operates have set national targets for renewable
energy to constitute between 21% and 51% of total domestic energy consumption by 2030, and
the EU, as a whole, has set a target of 32% for the same purpose by that date. In addition,
renewable energy generation accounts for an increasingly significant portion of new electricity
production worldwide. Further, on 14 July 2021, the European Commission adopted a package
of proposals for the EU’s climate, energy, land use, transport and taxation policies to reduce net
greenhouse gas emissions by at least 55% by 2030. As a result, the ability of the Group to
successfully execute and operate development projects will be an important driver of the Group’s
future performance.

The Group incurs project development costs to develop its portfolio of wind and solar projects.
Such project development costs are either expensed (charged to the income statement) or
capitalised (included in the balance sheet) depending on the stage of development of the specific
project that the costs relate to. Costs are expensed in the early stages of development until there
is certainty regarding the future economic benefits of the project, after which costs are capitalised.
The Group expects significantly higher expensed project development costs in the coming years
due to the build-up of its portfolio of projects to be constructed post-2021 as well as due to the
shift towards competitive tender and auction processes which may cause the Group to incur
higher project development costs at the outset of a given process, whether or not that development
ultimately proceeds.

Financing

In the year ended 31 December 2020 the Group had net debt of EUR 188.6 million and a net debt
to EBITDA ratio of 1.7, which falls well below the limitations set forth in the Group’s existing
financing arrangements. As a result, the Group has, and expects to continue to have, the ability
to incur debt if required to support its development projects and drive future growth.

8.7 CURRENT TRADING AND PROSPECTS
During the two months ended August 31, 2021:

* The Group’s energy production was hampered in July by high pressure weather, as a result of
which wind speeds were more modest compared to the same period in 2020 (59 GWh were
produced in July, 33% lower than in July 2020). However, production increased in August to
76GWh (a 75% increase compared to August 2020), driven by improved wind conditions, which
led to production in the Group’s wind segment being 118% higher in August 2021 than in August
2020.

» The Group’s business was supported by a general increase in electricity prices across its
markets.

Overall, Management expects the Group’s performance for the eight months ended August 31,
2021 to be broadly in line with the trends seen in the six months ended June 30, 2021 in

comparison with the corresponding periods in 2020 (see “—Results of Operations of the Group”).

During the course of September 2021, the Group has observed even more pronounced increases
in energy prices across its markets.
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