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Ladies and Gentlemen,

Presenting this report, which covers the operations of state-
owned enterprises in 2010, I have a pleasure to admit that the
reforms, which we began last year, are gaining momentum. In
2010, the Government released the first annual review of state-
owned assets in the country’s history. The document evaluated
the entire portfolio of commercial assets controlled by the State
in 2009 and revealed that the return on investment for state-
run assets had been dwindling. The report, which prompted
discussions among both specialists and the general public,
served as an impulse for the Government to take important
steps aimed at improving the situation.

As part of the process, in July 2010 the Government ap-
proved Transparency Guidelines, which set higher accountabil-
ity standards for all state-owned enterprises. As of 2011, enter-
prises are obliged to publish quarterly and annual reports, just
like listed companies. In addition, the Ministry of Economy has
been preparing broader quarterly and annual reviews covering
all state-owned enterprises as of 2010. They provide a wealth of
information and data to supervising institutions and the general
public. The reports enable the evaluation of individual compa-
nies, revealing their efforts, or inability, to carry out reforms.

The current annual report is the second document of its
kind, highlighting the initial results of reform efforts, which
include higher overall profitability, successful cost-cutting at-
tempts by some enterprises, as well as low operating efficiency
at a number of companies.

In total, all state-owned enterprises earned LTL 150 million
in profits in 2010, including taxes on property and raw materi-
als paid to the State budget. In absolute figures, aggregate net
profits were LTL 112 million higher than the previous year.
‘This is cause for some optimism, though we strongly believe
that the results must be significantly better. Theoretically, over-
all net profits of state-owned enterprises could have been higher
by as much as one billion LTL in 2010, provided all state-run
companies reached the average return on equity of 8.7 percent
recorded by Statistics Lithuania from 2005 through 2010, tak-
ing into account all businesses — private and public.

Despite this huge theoretical gap, one should keep in mind
that state-run companies differ from private ones in that the
former usually render certain services which are vital to society
but are loss-making commercially. It is the cost of non-com-

mercial services that constitutes a large portion of the theoreti-
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cal one billion LTL, which state-owned enterprises have not
earned. I have to stress, however, that these companies must
operate more efficiently. The non-commercial services they
provide should not serve as an excuse for their inefficiency.

It is obvious that more efficient operations lead to higher
State budget revenues. In turn, additional funding could be
allocated to areas which need it most, such as pensions, sala-
ries for teachers and medical workers, important investment
projects. To boost efficiency, the Government has put the larg-
est state-owned enterprises under the obligation of preparing
strategic development plans, which should include ambitious
operating objectives.

The above mentioned one billion LTL represents several per-
cent of State budget revenues. The problem is that this money
is currently spent without approval and proper control by par-
liament. By carrying out reforms we want to ensure that the
huge sums society pays for non-commercial services provided
by state-owned enterprises — as well as for their inefficiency —
decrease, while the quality of services improves. Financing of
non-commercial services must be fitted into standard proce-
dures of budgetary management. By the end of this year, the
Government will be able to assess commercial and non-com-
mercial functions more clearly after an analysis of these services
has been completed.

The current report provides detailed information concern-
ing state-owned enterprises. However, one should not forget
that a large number of companies controlled by municipalities
operate in different markets, as well. They are somewhat less
visible and perhaps more loosely managed, but their value is
immense and they have direct links to all citizens. Ineffective
operations of public utility companies, for instance, translate
into higher water and heat prices.

Therefore, the Government will soon obligate municipally-
controlled enterprises to follow the Transparency Guidelines.
They will have to report their financial and operating results
quarterly and annually. This will provide an opportunity to
compare the efficiency of companies run by different mu-
nicipalities. On the other hand, Lithuanian enterprises can be
weighed against similar entities operating in foreign countries.
Consequently, local governments will be able to take logical
and well-reasoned decisions aimed at reducing the prices of

services.

Yours sincerely,

Andrius Kubilius

Prime Minister
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OBJECTIVES AND

STRUCTURE

The following overview is the second publication of its kind.
‘The document presents a summary of information and analysis
concerning the operations of state-owned enterprises and the
performance of the aggregate enterprise portfolio in Lithuania
in 2010. By preparing this and the preceding publication, is-
sued in 2010, the government pursued two key objectives: to
ensure greater transparency of state-owned enterprises and to
spur the effectiveness of their operations. The two objectives
are embedded in the Transparency Guidelines passed by the
Government in the summer of 2010. This document sets key
tasks and principles for the reform of state-owned enterprises.

The current overview provides a variety of factual, statistical
and financial information which can be used to evaluate state-
owned enterprises from different viewpoints, such as their op-
erations in 2010; key developments in the energy, forestry and
transport sectors; as well as corporate plans related to invest-
ment, business expansion and strategic development.

By preparing these publications and making them public,
Lithuania is following practices employed in other countries,
where annual reviews of state-owned enterprises are also pub-
lished on a regular basis. In fact, the policies in all these coun-
tries pursue similar objectives, the most important of them be-
ing greater efficacy in management of state-owned enterprises
and other state assets. On the other hand, governments wish to
provide their citizens, who are indirect owners of all state as-

sets, with consistent information concerning the quality of the
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state property and important aspects of its management and
development.

It must be said that though Lithuania only recently began
the reform of state-owned enterprises and other assets, it is in
fact working well on par to the world’s most progressive coun-
tries in terms of seeking maximum transparency within the sec-
tor. In addition to annual reports, Lithuanian state-run com-
panies also have an obligation of making public their interim
quarterly reports.

The current overview consists of four main sections. The
first deals with different facets of state-owned enterprise re-
form, such as the reasoning behind its launch, its main objec-
tives and the approaches of achieving them. In addition, the
section also outlines the experience of several foreign countries
in this field. The second section provides aggregate corporate
data, which can be used to evaluate the condition of the over-
all state-owned portfolio and to compare it with the respective
figures from 2009.

The third section covers several sectors in which state-owned
enterprises operate. Finally, the fourth provides financial re-
sults for Lithuania’s largest state-owned enterprises in 2009
and 2010. The concluding pages of this publication include a
complete list of all state-owned enterprises and an outline of
the main principles of the methodology employed in preparing

this document.
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LITHUANIA

Objectives of the project

Successive governments in Lithuania have shown a lack of
attention to state-owned enterprises since the restoration of the
country’s independence. Thus, a deficit of efficiency in this sec-
tor is a glaring consequence of the past years and the reason why
greater efficiency of operations is the main objective of the re-
form of SOEs. Firstly, the program is designed to develop better
control by the respective public institutions, which act as their
owners. To achieve this, the Government is working to intro-

duce more viable supervision and management mechanisms.

Strengthening supervision

First of all, the supervision of state-owned enterprises en-
tails ensuring transparent operations and the setting of ambi-
tious business targets. Additionally, companies must use their
resources economically and follow principles of effective risk
management. Efficient supervision helps to eliminate potential
conflicts of interests. Putting it simply, viable supervision helps
to build a better management system inside the company.

The supervision function is being transformed based on
Transparency Guidelines adopted by the Government in
July 2010, as well as the Framework Document on Efficiency
Enhancement of State Owned Companies. Companies are
obliged to prepare annual and quarterly reports and make them
public. Initially, the reports are evaluated by the institutions
which directly control respective enterprises. These principles
are in line with international practices and allow objective com-
parison of financial and operating results. Secondly, data pro-
vided in the reports can be used to set ambitious, yet realistic
business objectives for companies. The reports are published
publicly in order to provide all citizens with access to important
information about the condition and development of the state-
run sector.

When a company has only one shareholder or is controlled
by several major shareholders, they are responsible for business
efficacy. They are accountable for the appointment of vigorous
board members and top managers. They follow a company’s
financial results and work together with the board to set ambi-
tious targets for the company. In the event of business failure,
it is the board and top managers who are firstly responsible.
If the results are unsatisfactory, shareholders can change board

members or top managers.

The picture is largely different if the ownership of a com-
pany is dispersed. As a rule, supervision of such companies is
usually weak. Boards feel almost uncontrolled, which usually
leads to a worsening of financial results. To strengthen con-
trol, shareholders may appoint supervisory boards, which act in
shareholders’ interest. According to this model, a supervisory
board appoints board members and takes on other supervisory
duties, acting much like majority shareholders in companies
without a supervisory board.

State enterprises are majority owned, though indirectly, by
all the citizens in a given country. However, they possess no
effective instruments to ensure proper supervision of corporate
or other operations. This is why SOEs need supervisory boards.
On the other hand, it is natural that shareholders require regu-
lar information from the company to be able to assess the ef-
ficiency of its operations and management.

This is precisely why the government has adopted the
Transparency Policy and the Framework Document on Effi-
ciency Enhancement of State Owned Companies. These deci-
sions seek to better represent the interests of citizens, who will
subsequently have a greater ability to involve themselves in the
supervision of SOEs. The Transparency Guidelines obligate
companies to publish their annual and interim reports pub-
licly. In addition, the Ministry of Economy has started prepar-
ing and publishing annual and quarterly reviews covering the
entire portfolio of state-run companies. The financial results of

the largest companies are presented separately.

Enhancing management

Corporate management comprises strategic planning and
the coordination of business operations; the appointment of
board members; and the development of incentive schemes
for board members and top managers. SOEs own huge assets
which, though only indirectly, belong to all the citizens of a
country. Naturally, the value of these assets depends directly on
the quality of their management.

A competent and well-motivated board is one of the key fac-
tors in attaining profitable and efficient operations at a compa-
ny. This has been proven by a number of state-run enterprises
abroad. The board takes on a scope of important functions,

which include defining directions of strategic development, su-
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pervising and evaluating the work of top managers and provid-
ing information to shareholders.

It is important to stress that Lithuania wants to develop a
new incentive system for state-owned companies aimed both

at board members and top managers. Their pay should be com-

Action plan
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parable to that in the private sector, but should not exceed it.
Moreover, financial rewards must be linked to the results of a
company. This model would encourage competent profession-
als to apply for jobs at SOEs and, consequently, help boost the

quality of management.

The Government has emphasized four major aspects of reform as part of its drive to transform the principles of management and

supervision of state-owned enterprises. The four aspects are shown below:

Clear objectives

Separation of commercial and

non-commercial functions

Commercial environment /
effective operations

Separation of ownership

and regulation functions

Transparency

Clear objectives

Controlling institutions, which act according to the Policy
Guidelines for Implementation of the Right of Ownership, will
have to ensure that all SOEs set clear and transparent commer-
cial and non-commercial objectives. This will help the compa-
nies implement their strategic tasks, while delivering products
and services to citizens meeting principles of maximum efh-
ciency and best practice.

Corporate activities will be attuned to the long-term mis-
sion and vision of a company. Company boards will clearly
articulate the company’s objectives. In addition, strategic direc-
tions are to be determined according to long-term objectives,
while short-time objectives will be used to set financial and
other targets for a company.

At the beginning of 2011, for the first time in the country’s
history, the Government proposed an initiative urging compa-
nies to publicize their financial and other objectives. Particu-
larly, all state-owned enterprises, which operate as limited li-
ability companies, were asked to set expected profitability and
EBITDA ratios for 2011. Prior to this, the Ministry of Finance
evaluated financial information provided by the companies, as

well as their planned budgets, in order to calculate suggested
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profitability targets for each company. The new initiative,
which was coordinated with company boards, is expected to
encourage cost-effective operations and the more efficient use
of resources, while striving to deliver better quality products

and services from the companies.

Separation of commercial and non-commercial
functions

The Organisation for Economic Co-operation and Devel-
opment (OECD) has formulated guidelines aimed at better
management of state-owned companies. The document urges
companies to define their non-commercial (or social) functions
and state them clearly in their statutes. In addition, enterprises
must separate commercial and non-commercial operations in
their accounting documents to ensure greater transparency and
simplify financial analysis.

Lithuania’s largest state-owned enterprises will have to
evaluate the scope of their non-commercial functions and their
related costs, as well as their effect on a company’s overall re-
sults. It is important to establish a clear and transparent model
according to which the non-commercial operations are be fi-
nanced in order to avoid cross-subsidising. This type of financ-

ing should not distort the market, which means that a com-




pany must operate according to conditions of fair competition,
while executing its commercial activities.

In this respect, Lietuvos Pastas (Lithuanian Post) is an ex-
ample to follow. The company has undertaken measures to
split commercial and non-commercial functions in its account-
ing documents. The move has helped reveal that the company
suffered a LTL 25.5m loss in 2009 from the delivery of newspa-
pers and magazines to people in rural areas. The services, social
in their essence, are very important to people living in remote
locations. However, they are not profitable for the company.
The implementation of a more effective model of financing
for this type of non-commercial service will lead to greater

transparency of SOEs.

Ownership and regulation guidelines

State-owned enterprises compete with private businesses
— hence the Government must adhere strictly to the princi-
ple of the separation of ownership and regulation functions in
setting up their corporate management structures. With this
in mind, the Government is set to prepare Policy Guidelines
for Implementation of the Right of Ownership in the second
half of 2011. The document will define the principles accord-
ing to which ownership and regulation functions will be split.
Moreover, the Guidelines will outline the methods of deter-
mining remuneration for members of boards and other col-
legial structures of management. The document will also for-
malise the principles according to which members of boards
are to be appointed. Audit committees will be mandatory in
all large SOEs. Following common practice in the European
Union and other foreign countries, audit committees will carry
out several important functions:
® They will supervise the process of preparation of financial
reports;
® They will ensure the efficiency of internal audit, internal
control and risk management;
® They will observe the auditing of annual and consolidated
financial reports;
® They will evaluate the impartiality of a person or a com-

pany performing an audit;

® Finally, they will ensure prevention of any wrong-doing.

The system of bonuses,
linked to results, would
make state-owned
companies an attractive job
option for specialists from
private businesses.
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Company boards will feature independent members who
are expected to work more effectively. It is obvious that state-
owned enterprises must appoint professional, dynamic and
motivated boards possessing a wish and competence to work.
Eventually, boards will be able to ensure effective operations of
a company and the successful implementation of its business
strategy.

The current system of wages and financial incentives does
not correspond to the level of responsibility, which top manag-
ers of SOEs face. Once clear indicators for the evaluation of
state-owned enterprises are set, the wages of their board mem-
bers can be made dependent on how successful a company is in
attaining its financial and other targets. A system of bonuses,
linked to results, would make state-owned companies an at-

tractive job option for specialists from private businesses.

Striving for transparency

Transparency International, which analyses corruption
levels across the world and inside individual countries, pub-
lished its Global Integrity Report in 2008. The report evaluated
corporate governance and the effectiveness of anti-corruption
measures on a global scale. As for Lithuania, the report indi-
cated that the financial accountability of SOEs is remarkably
weak, as the country’s citizens have no possibility to obtain in-
formation from state-owned enterprises. Additionally, compa-
nies are sometimes inadequately audited, which opens the way
for accounting manipulation and improper use of resources.

The ongoing reform of SOEs addresses these problems di-
rectly. Companies are obliged to prepare financial reports on
a regular basis and make them public. This is how the Gov-
ernment strives to ensure better accountability to shareholders.
Greater transparency is a key objective on the state level as well.
Integrated reports, covering major state-run sectors, have been
published since 2010. They provide detailed information con-

cerning the entire portfolio of state-owned enterprises.

Seeking better financial results

Enhancing effectiveness and transparency of operations at
SOE:s is the main objective of the sector’s reform. Profitable,
competitive and well-managed companies would generate
higher budget revenues, which could be used to finance social
security, education, health care, culture and other important
areas. The first review of state-owned enterprises, which cov-
ered corporate developments in 2009, revealed that state-run
companies transferred a total of LTL42m in dividends to the
budget, or LTL14 per capita. It is obvious that better managed
and thus more effective enterprises could considerably increase
their contribution to the state budget.

Enhancing a business-friendly environment

Transparent operations of SOEs add to the creation of a

business-friendly environment vital to attracting more foreign
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investment to Lithuania. An analysis carried out by the World
Bank has affirmed that direct foreign investment spurs the de-
velopment of national economies. Foreign companies often be-
come business catalysers fostering progress of business entities
with which they compete directly, as well as related sectors of

the economy.

Developing capital markets

Splitting commercial and non-commercial functions, en-
suring transparent operations and profitability will lead to the
optimisation of the capital structure of state-owned enterprises.
In turn, this will offer broader opportunities to draw additional
funds from capital markets. More SOE:s listed on stock ex-
changes can increase market capitalisation and liquidity con-
siderably, which would make the market more attractive in the

eyes of local and foreign investors.

Foreign experience

Large-scale projects aimed at reforming state-owned enterpris-
es are not new worldwide. They have been carried out in a number
of countries in Western Europe for many years. Below, we provide
an outline of key facts and concepts as to why SOEs exist, what are
the basic principles of making their operations more effective and

what has been done in this respect in Lithuania.

Why countries own enterprises

Advocates of the liberal market maintain that a state must
stay away from any commercial activity. However, there are sev-
eral reasons to justify the existence of state-owned enterprises in
market-driven economies. A natural monopoly, the sole busi-
ness entity in a certain segment of the market, is one of them. In
particular, natural monopolies form in the railway and energy
sectors. In addition, some SOEs are assigned an obligation to
provide products and services, which are vital for society, though
not delivered by the private sector. Moreover, the state, as by far
the largest owner and manager of public assets, is capable of as-
suming the risks of investing in large-scale projects, such as the
building of new infrastructure and the introduction of new tech-
nologies, which are not always commercially viable and which

private companies would not undertake on their own.

The principles of reform

Some state-owned enterprises are of strategic importance
to the economy of any country. SOEs can operate efficiently,
generate profits and successfully compete in the market while
generating results comparable to or even exceeding those of pri-
vate businesses. There are numerous examples of commercially
viable state-run companies in different countries of the world.
They bring benefits to a state in at least two aspects: delivering
quality services to citizens and ensuring a certain level of budget
revenues. The main principles employed in the reform of SOEs

in other countries have been summarised in the OECD Guide-
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lines on Corporate Governance of State-owned Enterprises:

level-playing field in markets where state-owned enterprises
and private

B sector companies compete in order to avoid market dis-
tortions;

® che state should act as an informed and active owner and
establish a clear and consistent ownership policy, ensur-
ing that the governance of state-owned enterprises is car-
ried out in a transparent and accountable manner, with
the necessary degree of professionalism and effectiveness;

B state-owned enterprises should observe high standards of
transparency in accordance with the OECD Principles of
Corporate Governance;

® boards of state-owned enterprises should have the neces-
sary authority, competencies and objectivity to carry out
their function of strategic guidance and monitoring of
management. They should act with integrity and be held

accountable for their actions.

Functions of ownership

Establishing viable state ownership means that a state acts
as an active owner of public assets. The state, through its insti-
tutions, sets operational and financial goals for companies de-
manding effective operations and sound results. The state, how-
ever, does not intervene directly in corporate activities. Foreign
countries have applied three principal models described below:
B Decentralisation. Enterprises are governed by minis-

tries in charge of respective sectors. This model was im-
plemented in the Czech Republic, Poland and Hungary
prior to the first stage of privatisation. Currently decen-
tralisation is considered the least effective model because
it does not allow proper separation of ownership and reg-
ulation functions.

® Dual model. Ownership functions are performed by re-
spective ministries, but the functioning of the entire sys-
tem is coordinated by a single institution. The institution
is responsible for proper co-operation between enterpris-
es and state organisations, defines management policies
and sets specific operation guidelines. This model has
been implemented in Israel, the United Kingdom, Ger-
many and the New Zealand. It does not, however, solve
all the problems related to the separation of functions and
leaves some uncertainty as to which institution is de facto
responsible for company supervision.

B Centralisation. This model, which calls for the concen-
tration of all ownership functions in one institution, be
it a ministry or an agency, has proved most effective in
many countries. It has been utilised in Denmark, the
Netherlands, Spain, Norway, Sweden, Finland, and other
countries. Centralisation helps to identify management
functions and separate them from the general policies a
government pursues. Moreover, this model enables the

attraction and best use of competent specialists, who im-

plement these functions.




Transparency

Transparency of operations is more important for state-owned
enterprises than private businesses. This is because SOEs are
owned, though indirectly, by all citizens of a country. It has been a
common practice in many countries around the world, with Lith-
uania joining them from the beginning of 2011, for state-owned
enterprises to demonstrate their accountability before citizens
by publicly publishing information concerning their operations.
Individual SOEs and other organisations must present their own
reports. On the other hand, broader quarterly and annual reviews,
which cover the entire state sector, are also published.

Usually state-owned enterprises must prepare their reports
keeping to the same requirements as listed companies do. This
principle applies to non-listed SOEs as well. In all OECD
countries, state-owned enterprises are obligated to present an-
nual reports. In France and Norway they must publish semi-
annual documents, as well, while in Sweden, Turkey and the
New Zealand this obligation also applies to quarterly reports,
all of wish are audited by independent experts.

Some countries publish integrated reports which help their
governments evaluate the current portfolio of state assets and
allow for more accurate management strategy formation. This
is common practice in Denmark, Italy, Finland, Poland, Nor-
way, France, the United Kingdom and elsewhere.

Integrated reviews are made public, though slightly short-
ened. Sweden has been following this practice since 1999,
France since 2002 and the United Kingdom since 2005. The
reviews outline basic management principles applied to SOEs,
the implementation of ownership functions by the state and
reveal the dynamics of the state-run sector. In addition to that,
the reviews include financial data, with the largest companies
reviewed individually.

In Lithuania, state-owned enterprises must publish quarterly
and annual financial reports, which are presented to the institu-
tions responsible for their supervision and are made public. The
integrated overview of the development of the entire state-run
sector is published five times a year in order to enhance public
accountability of SOEs. Moreover, this allows the Government
to monitor the entire portfolio of state assets more closely and
react properly. The reform of SOEs has just begun in Lithuania

and requires prompt and well-considered decisions.

Board appointment and incentives

Boards of state-owned enterprises differ mainly in terms of
what personalities are appointed as their members. In Den-
mark, Norway, the Netherlands and the United Kingdom,
public servants are not allowed to take positions as board mem-
bers. In other OECD countries, the tradition is to have at least
one public servant in a board or, alternatively, the number of
public servants should correspond to the size of interest a state

owns in a company. Appointing independent members to
Y, g
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a board is another important aspect. In Turkey, for instance,
boards never include independent members while in Scandi-
navia, the Netherlands, Austria and Germany independent
members usually constitute an absolute majority in boards of

state-owned enterprises.

What has been done?

Lithuania joins OECD working group

In August 2010, the Ministry of Economy applied for
membership in the OECD working group dealing with is-
sues related to state ownership and privatisation practices. The
OECD has already expressed its readiness to accept Lithuania’s
participation in the working group with a possibility of becom-
ing a full-fledged member in the future. This will assist Lithu-
ania in analysing and adopting the experience and successful
solutions applied by other countries, while implementing re-

forms at home.

Corporate development plans

The Government has obligated state-owned enterprises to
prepare development plans for a period covering 3 to 7 years.
The plans should state efficiency of operations as a company’s
strategic objective. Additionally, these documents will define
concrete indicators to measure efficiency. The plans will also as-
sess strategic projects, their funding methods and their impact

on the value of a company.

Ownership policy
The Ownership Policy, which is due to be adopted by the

end of 2011, will feature solutions aimed at the implementa-
tion of ownership rights by the state, such as splitting owner-
ship and regulation functions; the main principles for defin-
ing strategic and financial objectives for state-run companies;
as well as methods for determining salaries for board members
and the principles of their appointment. The Guidelines, which
integrate the positive experience of other countries and specific
national features, will be useful to successfully implement one
of the key objectives of reform — the strengthening of owner-

ship rights of the state.

International co-operation

The Government and other institutions are working dili-
gently to tap the experience of other countries in order to place
the entire project of reform of state-owned enterprises on a
smooth and effective track. With this in mind, different gov-
ernmental institutions organise meetings with foreign experts,
discuss related issued inside the OECD working group, analyse
reports and reviews of other countries, and carry out a number

of different co-operation projects.
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General overview

The tables below provide aggregated financial data of all
state-owned enterprises. In this report, some figures and ra-
tios from 2009 differ from those published in the Annual
Review of Lithuanian State-owned Assets in 2009 due to
the fact that a different aggregation method has been used

FINANCIAL ANALYSIS

in the preparation of the current review (see Methodology)
and the data collection has been automated. In addition, the
list of SOEs has been revised, alternative evaluation methods
have been used in some cases, and different assumptions of as-

set value have been employed.

Thousand LTL

All state-owned enterprises

PROFIT AND LOSS STATEMENT 2009* 2010
Sales revenue 6 546 557 6496718
Cost of goods sold 5547013 5060708
Gross profit (loss) 999 545 1425379
Gross profit margin 15,3 % 21,9%
Operating cost 1333 866 1365575
Operating profit (loss) -334 321 59 805
EBIT margin -5,1 % 0,9 %
EBITDA 1128 888 1443155
EBITDA margin 17,2 % 22,2 %
Net profit (loss) -7 520 90 623
Net profit margin -0,1% 1,4 %
Minority interest -919 -4 523
BALANCE SHEET 2009 2010
ASSETS
Fixed assets 23 875 005 25220 652
Intangible assets 382 343 424 444
Tangible assets 21796 577 22 473 394
Financial assets 1340439 1840873
Other fixed assets 355 646 481 941
Current assets 4665316 4243 404
Inventories and prepaid expenses 1125209 1051871
Accounts receivable in one year 1851070 1467 305
Other current assets 1072019 931 609
Cash and cash equivalents 617018 792 618
TOTAL ASSETS 28 540 321 29 464 056
EQUITY AND LIABILITIES
Total equity 18 373 025 18773 008
Minority shareholder equity 1137992 1023673
Subsidies 4132192 4157 579
Liabilities 6035103 6533 469
Long-term liabilities 4301 070 4 325503
Short-term liabilities 1734034 2207 966
Financial liabilities 1968 846 2223013
TOTAL EQUITY AND LIABILITIES 28 540 321 29 464 056
Key ratios 2009~ 2010
Debt to assets 64,4 % 63,7 %
Debt to equity 10,7 % 11,8 %
ROA** 0,1% 0,5%
ROCE** -1,4 % 0,6 %
ROE** 0,2% 0,8 %
Other data 2009 2010
Staff 47720 44 524
Investor return 95074 155700
Dividends 41961 86 189
Property tax 32751 31934
Raw materials tax 20362 37577

* Data excludes write-offs by Ignalina Nuclear Power Plant.
** Profitability ratios exclude taxes on property and raw materials deducted from operating costs.
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Asset valuation 2010, in LTL Value of listed

Cash flow

o companies e Expert valuation Book value

Energy 3990 880 0 0 608 261 4599 141
Transport 477 606 0 0 4 805 468 5283075
Forestry 0 3100 000 0 3242 3103242
Other 0 0 0 1081681 1081681
Property 0 0 7 000 000 0 7 000 000
Total 4 468 486 3100000 7 000 000 6 498 651 21067138

The value of state-owned enterprises has been calculated us-
ing four methods: share prices on the Vilnius Stock Exchange,
the discounted cash flow method, indications by property valu-
ators and equity book value (see Methodology). The total value
of state assets stood at LTL21.1bn at the end of 2010, up by 6
percent compared to LTL19.8bn in 2009. The transport sector
was the biggest gainer, increasing asset value by 14 percent with
Lietuvos Gelezinkeliai (Lithuanian Railways) adding 19 per-
cent, or LTL421m, to the company’s value, of which LTL355m
was due to a capital increase. The value of the Klaipéda State
Seaport Authority was up by 6 percent (or LTL 55.5m), while
Klaipédos Nafta (Klaipéda Oil), a listed company, almost dou-
bled in value, by LTL218m. In the energy sector, the Visaginas
Nuclear Power Plant Group saw an LTL621m, or 20 percent,
increase in the company’s value while the decommissioned
Ignalina Nuclear Power Plant was the biggest loser wiping out
42 percent (LTL118m) of its value, of which LTL53m was due
to capital reduction and the transfer of assets to two companies
of the Visaginas Nuclear Power Plant Group. Lietuvos Pastas
(Lithuanian Post) lost LTL14.7m (12 percent) of value, mostly
due to operating losses.

For the year 2010, state-owned enterprises transferred a
total of LTL86.2m in dividends to the state budget. Klaipéda
Oil was the only profitable company exempt from paying divi-
dends due to an agreement with the Government, under which
the company is accumulating funds to build a new liquefied gas
terminal.

In addition to dividends, SOEs paid LTL31.9m in prop-
erty taxes (LTL32.8 in 2009); while state-run forestry enter-
prises remitted LTL37.7m in raw materials taxes (LTL20.4m
in 2009).

Two energy companies, LESTO and Lietuvos Energija
(Lithuanian Energy) paid off LTL137m to their parent com-
pany, Visagino Atominé Elektriné (Visaginas Nuclear Power
Plant). In total, state-owned enterprises transferred LTL293m
to state coffers in the form of dividends and different taxes in
2010.

Seven SOEs were privatised in 2010; their new owners paid
a total of LTL23.6m for stakes in those companies. Tukompa

and Raseiniy Melioracija were the two largest companies sold.
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General trends and developments

A total of 150 enterprises owned or controlled by the State,
are included in the 2010 overview. Pursuing the objectivity
of data, aggregated information from 42 forestry enterprises,
the Visaginas Nuclear Power Plant Group and the Lithuanian
Railways Group have been used.

The energy sector retained its leading position in terms of
sales in 2010, while the Visaginas Nuclear Power Plant Group
was the largest energy enterprise, wholly owned by the State.
Lietuvos Dujos (Lithuanian Gas) has also been attributed to
the energy sector as the State owns a 17 percent stake in the
company. The ownership method was used while integrating
Lietuvos Dujos into aggregated financial reports.

Total expenses at SOEs edged up by 2 percent in 2010, to
LTL1.4bn. The steepest rise in operating expenses was record-
ed in the forestry sector, partly due to higher raw materials taxa-
tion. On the other hand, the energy sector showed the biggest
decline in operating costs, mostly because of the closure of the
Ignalina Nuclear Power Plant.

The energy sector remains the largest also in terms of book
value of assets, which account for as much as 47 percent of to-
tal assets owned by the State. The value of the transport sector
was reduced by deducting the value of roads (LTL6.16bn at the
end of 2010) because regional road maintenance companies are
not investing in road building and development. Despite that,
they tend to include roads in their balance sheets. Investment
in road infrastructure is managed and supervised by the Lithu-
anian Road Administration.

The value of forests is not included in forestry companies’
books, according to standards of business accounting. Howev-
er, this rule has been neglected in this review because the inclu-
sion of the indicatory value of forests in the aggregate balance
sheet of forestry companies adds to a more objective evaluation
of their assets.

The Other Enterprises sector covers a number of companies
that can not be attributed to energy, transport or forestry sec-
tors. The Lithuanian Radio and Television Centre, Property
bank, the Deposit and Investment Insurance, the Lithuanian
Petroleum Products Agency, the Registry Centre and Regitra

are the largest enterprises in this sector.




Currently, there is no institution in Lithuania responsible
for the management of state-owned real estate. The lack of reli-
able data about property not included in the books of state-
owned enterprises has left this type of property outside this

review.

Book value of assets

The overall book value of assets rose by 3.2 percent in 2010,
from LTL28.5bn in the beginning of the year to LTL29.5bn at
the end of the year. In the energy sector, the Visaginas Nuclear
Power Plant Group owns as much as 84 percent of all assets. The
group’s consolidated report covers the financial data of eighteen
companies it controls. The transport sector is dominated by Lith-
uanian Railways, which takes up 56 percent of the sector’s as-
sets, distantly followed by the Klaipéda State Seaport Authority
which controls 15 percent of the sector’s assets. Inside the Other
Enterprises sector, the Deposit and Investment Insurance con-

trols 38 percent of assets.

Assets, in LTL million
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In terms of legal status of enterprises, 62 percent of all assets
were controlled by public companies, while the remaining 38

percent were on state enterprises’ books at the end of 2010.

Equity

Total equity of state-owned enterprises, less the minority in-
terest, went up by 3 percent, from LTL17.2bn to LTL17.7bn
in 2010. The rise of equity is firstly attributable to the increase
of statutory capital of several companies as Lithuanian Railways
added LTL355.15m to its capital, followed by Automagistralé
(LTL107m) and Basto Paskoly Draudimas (Housing Mort-
gage Insurance) which increased its capital by LTL60m.

FINANCIAL ANALYSIS

Please note that the value of roads, which amounts to
LTL6.16bn, has been eliminated from this report which leads
to a respective decrease in fixed assets and equity. In the forestry

sector, equity data include the indicatory value of forests.

Equity, in LTL million
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Debt

Total liabilities of state-owned enterprises went up by 12.9
percent in 2010, reaching LTL2.2bn. The debt-equity ratio
stood at 11.8 percent at the end of 2010, up from 10.7 percent
one year ago. Leverage in the energy sector showed the steepest
rise, compared to all other sectors, soaring by 30 percent during

the year.

Financial debt, in LTL million

2500
2 000
1500
1000
1113
500 856
0
2009 2010
i Other W Forestry W Transport 1 Energy

Financial leverage, percent

35
30
25

20
29,5

0,1

Energy Transport Forestry Other

Annual Report 2010 |13




FINANCIAL ANALYSIS

Turnover

The aggregate turnover of state-owned enterprises ebbed by
0.8 percent in 2010, largely due to a 10 percent downslide of
turnover in the energy sector. The decline was caused by the
closure of the Ignalina Nuclear Power Plant which posted a
LTL597m turnover in 2009 and a mere LTL19.8m turnover
in 2010. All other energy companies recorded a combined 6.9
percent rise in turnover over the year.

The energy sector retained its leading positions in terms of
turnover in 2010. The Visaginas Nuclear Power Plant Group
was by far the largest entity inside the sector with an aggregate
turnover of LTL3.07bn which was up by 6 percent compared
to the respective figure in 2010.

In terms of turnover, the transport sector expanded by 10
percent. Lithuanian Railways is the sector’s largest company
with sales of LTL1.4bn in 2010m, up by 18 percent from a year
ago. Among the sector’s biggest enterprises, Vilnius Interna-
tional Airport saw the sharpest decline in sales, by 30 percent,
to LTL42.3m, followed by Lietuvos Pastas (Lithuanian Post)
which reported a 13 percent decline, to LTL174m.

The aggregate turnover in the forestry sector went up by
19 percent, to LTL420m, while the overall sales of companies
outside the three major sectors stood at LTL597m, 8 percent
higher than in 2009.

State enterprises reported a combined turnover of
LTL1.4bn, while that of public companies stood at LTL5.1bn
in 2010.

Asset turnover, which measures the ratio of turnover against
assets, of state enterprises was almost three times lower com-
pared to that of public companies, at 0.1 and 0.28 respectively.

Turnover, in LTL million
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EBIT

The aggregate EBIT of all state-owned enterprises was
LTL59.8m in 2010, a remarkable improvement compared to
2009 when the overall result was a loss of LTL334m, exclud-
ing the losses incurred by the closure of the Ignalina Nuclear
Power Plant. The aggregate EBIT margin stood at 0.9 percent
in 2010.

The energy sector posted a negative EBIT for the second
year in a row due to the losses of the Ignalina Nuclear Power
Plant which amounted to LTL77.7m in 2010. In addition to
that, assets owned by LESTO and Litgrid tend to depreciate
which means that the reported costs of amortisation may be
higher than actual. In turn, this means that the reported results
of the energy sector are worse than actual.

Lietuvos Dujos (Lithuanian Gas), 17 percent owned by the
State, was excluded from EBIT calculation inside the energy
sector. However, the company’s LTL148m operating profit
earned in 2010 was included in the calculation of aggregate fi-
nancial results of all state-owned enterprises.

In the transport sector, EBIT went up almost ten-fold in
2010 to reach LTL116.9m. Lithuanian Railways has contrib-
uted the lion’s share of operating profits (LTL85.6m), fol-
lowed by the Klaipéda State Seaport Authority (LTL62m).
On the other hand, Lietuvos Jury Laivininkysté (Lithuanian
Shipping Company), reported the biggest loss in the sector, of
LTL22.6m.

The country’s forestry enterprises earned an aggregate
LTL40.8m in profits after reporting a LTL1.6m loss in 2009.
Among other companies, Housing Mortgage Insurance ac-
cumulated by far the biggest loss of LTL40m, while Regitra
posted the biggest EBIT value of LTL9.9m.

EBIT, in LTL million
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*The 2009 data excludes write-offs made after the closure of the Ignalina
Nuclear Power Plant.




Return on equity

State-owned enterprises posted a positive return on equity —al-
though of a mere 0.8 percent. Regardless, this represents a slight
improvement from 2009 when the aggregate ROE was 0.2 per-
cent. The forestry sector remained best-performing in his respect,
its ROE stood at 2.1 percent in 2010.

To calculate the ROE ratios, equity for the transport sector was
reduced by deducting the value of roads (LTL6.2bn), while the
value of forests has been added to the equity of the forestry sector.

Three relatively small companies, Klaipédos Zuvininkystés
Produkty Aukcionas (Klaipéda Fish Auction), Gelezinkeliy Pro-
jektavimas (Railway Design), and Regitra posted highest ROE of
50 percent, 22 percent and 21 percent respectively.

The largest state-owned enterprises reported positive, yet

FINANCIAL ANALYSIS

Employees

The total number of employees at state-owned enterprises
decreased by 6.7 percent in 2010, with the transport sector
leading the trend with a loss of 7.5 percent of employees. Lith-
uanian Post took first position among companies reporting the
largest number of lay-offs with a reduction in its workforce of
12.6 percent - down to 6,870. The number of employees at the
Visaginas Nuclear Power Plant fell by 4.4 percent, to 5,892,
while that at Lithuanian Railways was down by 1.4 percent, to
11,632. Forestry enterprises lost 1.2 percent of their workforce,
which stood at 3,811at the end 0of 2010.
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Operating efficiency and shareholder return

Most state-owned enterprises undertake both commercial
and non-commercial functions which must be clearly sepa-
rated. This has yet to be accomplished and is the reason for
difficulties in the evaluation of changes in the efficiency of the
entire portfolio. Moreover, this makes the comparison of state-
owned enterprises and private companies problematic.

To make the assessment of efficiency more objective, op-
erations of several of the largest state-owned enterprises have
been outlined separately, together with the indicators of their
efficacy. The table below presents several key financial ratios for
2009 and 2010.

All SOEs* Transport Other Energy* Forestry

2009 2010 2009 2010 2009 2010 2009 2010 2009 2010

Earnings per employee 137187| 145916| 80341| 95604| 76823| 88314| 337047| 324906| 87890 106493
Change 6.4% 19.0% 15.0% 3.6% 21.2%
Assets per employee 508079 | 661763| 293749| 332423| 501304| 595059 | 1303286 1413137 | 888065| 915493
Change 10.6 % 13.2% 18.7 % 8.4% 3.1%
Operating costs, LTL thous. 1333866 | 1365575 | 347274| 367783 | 143363| 130686| 656383| 636055| 186845| 222050
Change 2.4% 5.9% 2.6% 31% 18.8%
sDtigfgf and indirect payments to 95074| 155700| 28785| 70171 7265| 10468| 33747| 32600| 25278 42462
Change 63,8 % 143.8% 441 % 3.4% 68.0%
Dividends, LTL thous. 41961| 86189| 16243| 57728 3379 7219| 22840| 21241 0 0
Property tax, LTL thous. 32751| 31934| 12542| 12443| 3886| 3248| 11407| 11858| 4916| 4885
Raw material tax, LTL thous. 20 362 37577 0 0 0 0 0 0 20 362 37577
Asset turnover 0.23 0.22 027 0.29 0,15 0.15 0.26 0.23 0.10 0.12
Change 39% 5.2% 32% A11% 17.5%
DIE 107%| 11.8%| 160%| 144%| 291%| 295%| 97%| 128%| 01%| 01%
ROCE 14%| 06%| 04%| 21%| 25%| 21%| B81%| -05%| 07%| 23%
ROE 02%| 08%| 04%| 19%| 27%| -20%| 02%| 01%| 07%| 21%
EBIT margin 51%| 09%| 06%| 51%| 69%| 55%| -86%| 20%| 04%| 97%
EBITDA margin 170%| 222%| 240%| 271%| 53%| 53%| 160%| 226%| 84%| 169%

* Write-offs made after the closure of the Ignalina Nuclear Power Plant were deducted from the indices for 2009.
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Operating expenses in the energy sector fell by LTL20m, or
3 percent, compared to the respective figure in 2009 — down to
LTL636 m. The closure of the Ignalina Nuclear Power Plant,
which helped to reduce the operating expenses of the sector by
LTL65m, was the most important single factor behind the posi-
tive trend.

The overall revenue of the Visaginas Nuclear Power Plant
(VNPP), the group in charge of building a new nuclear facility, is
largely dependent on fixed costs of the group’s companies. Conse-
quently, growing eficiency and declining fixed costs lead to lower
electricity prices, as much as they depend on the operating efficien-
¢y of those companies. However, if the price of imported electric-
ity grows, the tariff for consumers may also go up, despite higher
operating efficiency. Hence, changes in operating efficiency can be
evaluated, at least partially, by taking into account the operating
expenses of an enterprise. This method does not allow assessment
of operating efficiency for all aspects. However, it does serve as a
comparatively reliable indicator.

The overall operating expenses of the VNPP increased by
LTL42m in 2010, to reach LTL547m. The negative change oc-
curred largely due to losses incurred due to the reappraisal of pol-
lution permits and higher provisions for used pollution permits by
Lietuvos Elektriné (Lithuanian Power Plant). Without extraordi-
nary expenses, overall expenses at the VNPP remained unchanged
which points to the fact that the group’s operating efficiency has
not improved, as much as operating expenses are concerned.

In the energy sector, the assessment of operating efficiency at
enterprises is problematic due to two main reasons. The assets of
three companies, LESTO, Litgrid, and Lietuvos Energjja (Lithu-
anian Energy), have signs of depreciation which means that their
reported expenses of this kind can be higher than the actual ex-
penses. Consequently, the sector’s overall results may be better
than the reported figures.

It must be noted that Litgrid, as a separate company, started its
operations on the 16th of November 2010 and could not present
financial data covering the whole year. Naturally, the lack of infor-
mation makes the assessment of its effectiveness very complicated.

There are a number of examples abroad demonstrating that
companies operating in the energy sector can work profitably

while financing the major part of their assets with long-term loans

rather than equity.

Elering Fingrid SEPS Statnett
ROE, percent 9 8.7 12.9 31.1
Equity and 03| o028| 051 0.35
asset ratio

Source: corporate annual reports, 2010

The aggregate operating profit of 42 forestry enterprises, cal-
culated per one cubic metre of timber sold less property and raw
materials taxes, stood at an average of almost LTL25, compared
to just LTL7 in 2009. The EBIT margin of those companies was
20 percent in 2010, or almost three times higher than a year ago (7
percent). On the average, the most effective forestry companies re-
port operating profit margins of 35 percent to 45 percent earning
up to LTL45 per one cubic metre of timber sold. It is important to
note that all Lithuanian forestry enterprises must perform certain
non-commercial functions alongside their commercial activity.
The non-commercial functions add to the cost side, but generate
no revenue. This means that the elimination of expenses related to
the non-commercial functions would slightly improve the aggre-
gate financial results of forestry enterprises.

Lithuanian Railways was one of the companies to report the
steepest rise in nominal operating expenses which went up by
LTL23.6m in 2010 to LTL151.7m, primarily due to a broader
overall scope of operations and higher electricity and fuel prices.
The company’s expenses, less the increase of oil prices, per 1,000
ton-kilometres of transported freight remained virtually un-
changed from 2009, at LTL78.5. This indicator has been rising
steadily, at an average of 6.7 percent a year, from 2004 through
2008 standing at LTL63.8 in 2004 and peaking at LTL82.4 in
2008. It was only in 2009 that expenses per 1,000 ton-kilome-
tres of freight decreased by 4,6 percent, to LTL78.6. The freight
transportation tariffs set by Lithuanian Railways are among the
lowest throughout Europe, while the volume of freight per one

kilometre of railways is one of the highest.

Lithuanian Railways: expenses in LTL per 1,000 ton-
kilometres

2004

2005 2006 2007 2008 2009 2010*

63.8 66.1 70.5 72.8 82.4 78.6 78.5

*Ignoring rise in oil prices.

Source: Lithuanian Railways, 2011

The railway load in Lithuania is lower than in Latvia, but
higher compared to that in Estonia.

Lithuania Latvia Estonia
Railways, in kilometres 1767.6| 1896.9 968
Fre|ght turnover, in million 13431 17179 6638
ton-kilometres
Rallw?y load, in mlllpn 7.60 9.06 6.86
ton-kilometres per kilometre

Source: Lithuanian, Latvian and Estonian railway companies, 2011

! Net profit calculated on an assumption that forestry companies do not pay tax on raw materials.
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Klaipéda Oil stood in the forefront of companies in the ener-
gy sector in terms of a relative rise in operating expenses, which
more than tripled from 2009, to reach LTL17m. The increase
was caused mainly by a revaluation of fixed assets which lost
LTL8.6m in value. Higher prices for energy resources and rail-
way transportation added almost LTL3m to the higher costs.
In terms of efficiency, Klaipéda Oil is comparable to simi-
lar companies operating in neighbouring countries. Venstpils
Nafta, based in the Latvian seaport of Ventspils, provides oil
handling and transportation services. The group owns Vent-
spils Nafta Terminals (Ventspils Oil Terminal), a direct com-
petitor to Klaipéda Oil. In terms of profitability, the Lithu-
anian company is ahead of its Latvian counterpart. The average
five-year, 2006 through 2010, ROE figure for Klaipéda oil
stands at 5.4 percent compared to 3.1 percent for Ventspils
Nafta. The Lithuanian company also outpaced its Latvian com-
petitor by several other key indices, such as return on assets and

asset turnover.

ROE comparison
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Source: Infinancials Analyst, 2011

On the other hand, the analysis of Klaipédos Nafta’s cost
structure leads to the conclusion that the rise in the company’s
efficiency, reflected in decreasing costs per one ton of oil handled
less asset depreciation, recorded from 2007 through 2009, did
not prove sustainable. In 2010 alone, this cost indicator went up
by 10.5 percent, to LTL10.88.

Costs per ton of oil handled

2006 2007 2008 2009 2010
Net oil product
handling, in 5500| 5.403| 8213| 7.660| 7.922
thousand tons
Csity il 54.278 | 65.968 | 86.110 | 75.436 | 86.167
thousand
Costs per ton
randiadt n LT 085 1221| 10.48| 9.85| 10.88

Source: Klaipeda Oil

FINANCIAL ANALYSIS

However, both the operating efficiency and financial results
of Klaipédos Nafta have considerable room for improvement.
The company is almost free from long-term financial liabilities;
hence it is able to change its capital structure significantly, for
example, by assuming long-term debt, which would increase
return on equity for its shareholders. Vopak, one of the world’s
leading providers of services for storage and transportation of
bulk liquids, posted a 42 percent leverage and a 20 percent re-
turn on equity in 2010.

Lithuanian Post reduced its operating expenses by
LTL34.3m, to LTL45.8m, in 2010 mainly due to write-offs in
the company’s fixed assets by a total of LTL33.7m. This means
that actual operating expenses remained on the same level in
2010 compared to the respective figure a year ago. It must be
noted that the company’s operating efficiency is very difficult
to assess due to the hugely varied activities Lithuanian Post is
involved in. In addition, the domestic market for universal post
services will remain regulated by the state until 2013, which
makes it difficult to find one or more indicators for the gen-
eralisation of the company’s business or for its comparison to
other companies in the same sector.

Lithuanian Post was one of few state-owned enterprises in
2010 to undertake strict measures aimed at the optimisation
of its services. Those efforts have borne fruit as the company’s
total costs per one unit of service went down from LTL1.12 to
LTL0.93 in one year alone. In terms of operating costs per one
employee, Lithuanian Post reported a 20 percent improvement
in 2010 with the figure standing at LTL27.3 thousand com-
pared to LTL33.9 thousand one year ago.

2008 2009 * 2010
Costs, in LTL 063.459|  237.122|  187.267
thousand

SeiseEpl 262.160|  211.821|  202.437
thousands of units

Costs per service

ot LT 1.01 1.12 0.93

* Less costs related to the depreciation of fixed assets.

Source: Lithuanian Post, 2011
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State-owned enterprises: a summary

Low return on equity points to the fact that state-owned en-
terprises are not always effective in utilising their assets. The
enterprises must separate commercial and non-commercial op-
erations in their financial reporting. In addition, they have to
shed themselves of loss-making commercial operations and sell
related property. The proceeds from these transactions should
be transferred to the state budget.

Aggregate assets per one employee went up by 11 percent
in 2010, to LTL662 thousand, while the respective indicator
stood at just LTL144 thousand in the private sector. The huge,
almost five-fold, discrepancy can be explained, at least partially,
by the fact that most state-owned enterprises are infrastructure
companies, which control valuable property. On the other
hand, state-run enterprises must seek greater operating efficien-
cy and better utilisation of their assets in order to achieve higher
levels of return on equity.

Opverall employee productivity improved in 2010, as the ag-
gregate sales revenue per employee went up by 6.4 percent. In
absolute figures, nominal sales revenue per employee stood at
LTL146 thousand in 2010, up from LTL137 thousand a year
ago. In this respect, state-owned enterprises are slightly ahead
of the average employee productivity indicator, which amount-
ed to LTL133 thousand per employee in Lithuania in 2010.

Asset turnover of all state-owned enterprises ebbed from
0.23 t0 0.22 in 2010. However, the transport sector reported
an 18 percent increase in asset turnover (to 0.12) while the
combined results of 42 forestry enterprises revealed a 5 percent
improvement (to 0.29). Measured by asset turnover, the energy
sector was the biggest loser posting an 11 percent fall (to 0.23).
All in all, state-owned enterprises lagged well behind the coun-
try’s average of 1.1.

It is impossible to assess the efficiency of the entire portfo-
lio of state-owned enterprises, thus individual companies are
valued separately. However, even this option leads to certain
difficulties because very few companies are comparable using
objective criteria. Firstly, discrepancies occur due to the non-
commercial functions that many state-owned enterprises un-

dertake. Additionally, state-owned enterprises often hold mo-
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nopoly positions in the market. Therefore, their financial and
operating results depend on market regulation by the State.
Moreover, several companies presented financial reports that
are not entirely objective. Assets of the VNPP, for instance, are
likely to be depreciated, which means that their asset amortisa-
tion is higher than reported and the company generated a loss
despite positive operating cash flow.

Though the aggregate financial results of state-owned en-
terprises were better in 2010, their overall operating efficiency
did not show many signs of improvement. The average return
on equity, calculated by adding raw materials and property tax
(less profit taxes) to net profits and dividing the sum by the
whole value of state-owned enterprises, was a mere 1 percent
in 2010. That is five times less compared to the state’s average
long-term borrowing costs, which stand at 5 percent. Thus, by
investing directly in state-owned enterprises, the state currently
cannot expect a return, which would at least cover its borrow-
ing costs.

According to the Department of Statistics, the average an-
nual return on equity in Lithuania, including all private and
public companies, amounted to 8.7 percent for the period
from 2005 through 2010,By applying this indicator to state-
owned enterprises, which control LTL14bn worth of assets,
their theoretical expected net profit would stand at LTL1.22bn
for the year 2010.

The actual aggregate profit earned by state-owned enterpris-
es in 2010, which combines net profits and taxes for property
and raw materials less profit taxes, amounted to LTL150m.
The huge gap between this figure and the theoretical expected
net profit is due firstly to the non-commercial functions that
the enterprises perform. As a rule, non-commercial services are
loss-making for all state-owned enterprises.

It is extremely important to set apart commercial and non-
commercial operations, as well as related financial reporting,
in order to form a basis for a more objective evaluation of non-
commercial functions performed by state-owned enterprises.
The Lithuanian Government has already taken the first steps

in that direction.
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Overview

State-owned energy enterprises carried our fundamental re-
forms in 2010. In this respect, the energy sector finds itself in
exclusive conditions compared to other sectors of the economy
which involve state-owned enterprises and other public organisa-
tions.

The following overview of the energy sector covers important
facts and developments related directly to the companies operat-
ing in the segments of natural gas supply as well as power produc-
tion and distribution. A number of heat production and water

supply companies have been omitted as they are under the juris-

Largest state-owned enterprises in the energy sector

Company

Visaginas Nuclear
Power Plant Group,
UAB **

Lithuanian Energy
Group, AB

Litgrid Group, AB

LESTO Group, AB ***

Technology and
Innovation Centre, UAB

NT Valdos, UAB

Lithuanian Gas Group,
AB

Area of operation

Holding company which controls
state-owned energy enterprises.
Responsible for the construction of the
new power plant and the decommissio-
ning of the Ignalina Nuclear Power Plant.

Power generation and wholesale trade.

Operator of the national power
transmission network and administrator
of trade on the National Power Ex-
change.

Operator of the national power
distribution network and public supplier
of power.

Delivers innovation, know-how,
competence management, IT and other
services to state-owned energy
enterprises.

Manages industrial and office property
and cars owned by state-owned energy
enterprises.

Transportation, distribution and supply of
natural gas.

diction of municipalities rather than ministries and the central
Government.
By launching the large-scale restructuring of the energy sec-
tor, the Government pursues two key long-term objectives:
= to withdraw the national energy system from isolation by
integrating it into European Union’s common markets of

natural gas and power;

= to increase the operating and management efficiency of

state-owned enterprises in the energy sector.

Net turnover in Assets in Number of Interest

2010,. ITTL 2010,. ITTI_ - owned b{
million million the state
3072.4 11505.0 5892 100.0 %

1277 3661.5 946 97.5 %

90.3 2361.4 618 97.5%

2423.3 5429.6 3696 82.6 %

8.2 49.5 220 87.8%

9.1 316.2 28 90.1 %

1751.6 2709.6 1750 17.7 %

* Directly and indirectly

** Includes data of the companies it controls: Lithuanian Energy AB, Litgrid AB, LESTO AB, Technology and Innovation Centre UAB, and NT Valdos UAB.
*** Aggregate data of two former power grid operators.
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Electricity prices and consumption

Electricity prices

Several variables, such as prices of production, transmission,
distribution, and public interest services, have an impact on the
final price consumers pay for electricity. Power transmission
and distribution prices are regulated by the National Control
Commission for Prices and Energy (NCCPE).

The estimated average electricity price for households is to
stand at 44.33 ct/kWh in 2011. The purchase price of 16 ct/
kWh, set by Lietuvos Energija (Lithuanian Energy) and Lietu-
vos Elektriné (Lithuanian Power Plant), constitutes the largest
portion of the final price.

The electricity purchase price stood at 15.50 ct/kWh in
2010, fractionally lower than the estimated price in 2011. The
power transmission price is to decrease by 13 percent in 2011,
to 2.32 ct/kWh from 2.67 ct/kWh in 2010.

The price of systemic services went down by 11 percent, to

0.66 ct/kWh from 0.74 ct/ kWh in 2010. The price of public

ENERGY

interest services rose by 1.28 ct/kWh in 2011. An almost two-
fold increase of the amount of power produced using renewa-
ble resources, growing demand of funding for infrastructure in-
vestment and modernisation, more than two-fold rise in power
generation costs at thermal stations, and allocations to strategic
projects are the main reasons behind the increase in the price of
public interest services.

The set upper limit of price for power distribution via me-
dium-voltage grids is to stand at 4.89 ct/kWh in 2011 while
the price of power distribution using low-voltage lines will be
6.39 ct/kWh. The prices went down by 7.9 percent and 13.2
percent compared to the 2010 price limit averages of 5.32 ct/
kWh and 7.36 ct/kWh respectively. The reform of the energy
sector, which enabled LESTO, the newly established power
distribution company, to cut costs is the main reason of the

price decrease.

Structure of the average electricity price in 2011, in cents per kWh

0,37

0,86
0,84

0,66

o Purchase price

4 Transmission using high-voltage network
o Systemic services

M Distribution using medium-voltage network
 Distribution using low-voltage network

o Public supply price

I VAT

M Public interest service price (PISP) in renewable
sources

o PISP in thermal power plants

1 PISP in Lietuvos Elektriné, AB

1 Balancing of renewable sources

# Connection of renewable sources to grids

4 Strategic projects

Source: NCCPE
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Electricity prices in the EU

Measured in absolute figures, prices for electricity in Lithua-
nia are low compared to those in the European Union. However,

if the purchasing power is taken into account, Lithuania is ahead

of Finland, Estonia, Ireland and many other European countries
in terms of power price level.

Electricity prices for EU residents in January 2011
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Trends of electricity consumption

A total of 9.22 TWh of electricity was consumed in Lith-
uania in 2010, a miniature rise of 0.66 percent compared to

the consumption level in 2009. Household consumption de-

ENERGY

creased by 5.8 percent to 2.59 T'Wh over the year. Despite that,
the overall houschold consumption of electricity was 46 per-
cent higher in 2010 compared to that in 2000.

Electricity demand by Lithuanian households, 1999 through 2010

3,00

TWh
&
o

1999 2000 2001 2002 2003 2004

Market regulation

The National Control Commission for Prices and Energy
(NCCPE) sets principles and prepares methodology according
to which electricity prices are calculated, sets upper price limits,
controls the implementation of prices and tariffs, sets connec-
tion fees for new units in the power supply and consumption
network, and regulates purchase prices of electricity generated
using renewable resources. While implementing these func-
tions, NCCPE employs the methodology which covers prices
of publicly supplied electricity, public interest services and up-
per price limits.

The final electricity price for consumers is calculated by
summing several variables, such as prices of power generation
and distribution, which include systemic and public interest
services and depend on the supply source. The price is set using
the cost principle, i. e. by adding operating costs, investment
and profit margin and comparing the sum with the estimated
turnover. Power generation costs constitute the biggest part
of the final price for electricity. Only largest producers, which
control more than 25 percent of the electricity market, operate
under the fixed power generation price set by the NCCPE.

New legislation prepared by the Ministry of Energy is cur-
rently debated by the parliament to merge the NCCPE, the
State Energy Inspectorate and the Communications Regula-

2005 2006 2007 2008 2009 2010

Source: NCCPE

tory Authority to create a new institution, the Infrastructure
Regulatory Authority (IRA). It will perform regulatory func-
tions in the sectors of communication, post and courier ser-
vices, transport, electricity, natural gas, heat generation and
supply, and water supply and sewerage. The merger of the three
organisations will bring several benefits:

1. a clearer and more transparent network of services will be
established for businesses;

2. the single window principle and common rules of tariff-
setting will be introduced;

3. administration costs will be used more effectively;

4. professional competence and skills will be used more ef-
ficiently.

IRA will be accountable to the Parliament, its decisions will
be mandatory and revocable through litigation only.

To ensure proper funding of the new institution, a fee will
be introduced for all companies operating in the markets regu-
lated by the IRA. The fee, which will depend on business activ-
ity the company is involved in, is to stand at about 0.2-0.3 per-
cent of total revenue from the regulated operations. Currently
the Communication Regulatory Authority is financed using
the latter method, while the other two institutions are funded
from the state budget.
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Restructuring the energy sector

The reorganisation of the energy sector, which was launched
in 2009 following the takeover of the private interest by the
state in LEO LT, the energy company established to imple-
ment strategic energy projects, was effectively completed by the
end of 2010. The reshuffle led to the creation of the Visagi-
nas Nuclear Power Station, a 100 percent state-owned group
which took over the control of all largest energy companies in
Lithuania. Apart from that, four interconnected blocks have
been formed to encompass different types of energy companies
operating in four sub-sectors, such as power generation, trans-
mission, distribution, and power grid servicing. This type of
structure corresponds to the requirements set in the EU’s Third
Energy Package as well as to the principles of effective manage-

ment.

Power generation
The block of power generation, formed at the end of 2010,

includes three power facilities, Kaunas Hydro Power Station,
Kruonis Hydro-accumulative Power Station and the Lithuani-
an Power Station in Eleketrénai. Litgrid, the newly established
company, took over assets and liabilities related to power trans-
mission operations. The power generation block concentrates
production facilities and takes advantage of the economy of
scale thus ensuring proper financial strength of the companies.
Following the decommissioning of the Ignalina Nuclear
Power Plant at the end of 2009, power generation went up by
27.5 percent in Lithuania in 2010. The Lithuanian Power Sta-
tion in Elektrénai became the country’s largest electricity pro-

ducer. The company launched the construction of a new 445

megawatt combined-cycle power generation unit which will
run on natural gas and is due to start production in September
2012, in line with the project schedule. The facility will be fit-
ted with more efficient equipment and technologies that use 30
percent less gas in power production. Despite that, the price of
natural gas will be the decisive factor for the eventual price of

power generated in Elektrénai.

Transmission and ir wholesale

The power transmission block, which was created in early
2011, comprises Litgrid, the grid operator, and BaltPool, the
operator of the power exchange. Litgrid, which took over part
of assets and liabilities from Lithuanian Energy, manages and
supervises high-voltage power transmission network ensuring
stable operation of the entire power supply system in Lithuania.
BaltPoll, as an operator of the Lithuanian Power Exchange, is
in charge of organization and management of electricity trade
and supervision of bilateral contracts between power buyers and
suppliers.

After the closure of the Ignalina Nuclear Power Plant at the
end of 2009, BaltPool had an obligation to ensure competitive
wholesale trade in power in Lithuania in order to prevent huge
tise in electricity prices for end-users. The goal has been reached
as the power purchase price stood between 15 and 16 ct/kWh
in 2010. Although this level was roughly two times higher com-
pared to the average power purchase price in 2009, the final
price for end-users stood considerably lower than the estimated
price before the decommissioning of the Ignalina Nuclear Power
Plant.

Structure of power sales on the National Power Exchange in 2010, percent

3,4

Lithuania imported 61 percent of power it consumed in
2010, compared to just 5.5 percent in 2009. A total of 8.12
TWh of electricity was traded through the Lithuanian Power
Exchange in 2010, part of it was used inside the country and
the rest was exported. All in all, 11.69 TWh of electricity was
consumed in Lithuania in 2010.

The trend remained virtually unchanged in the first quar-
ter of 2011 as 63 percent of all electricity consumed in the

country was purchased through the Lithuanian Power Ex-
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o Inter RAO Lietuva, UAB

4 Vilniaus Energija, UAB

8 Kaunas Thermal Power Plant

ul Other

Source: NCCPE, 2010

change. The average price of traded electricity stood at about
16 ct/kWh both in 2010 and in the first quarter of 2011.

The number of active traders in the market went up from
15 to 20, however, the trade was largely dominated by just
two sellers, Lietuvos Energija (Lithuanian Energy) and Inter
Rao Lietuva, a subsidiary of the Russian conglomerate. They
sold 40 percent of electricity each in the open market which
was hugely concentrated in 2010 precisely because of the

dominance of those two companies.




Distribution

As a part of the restructuring of the energy sector, two for-
mer power grid operators in charge of eastern and western part
of the country were merged into a single company, LESTO.
The new entity now operates low- and medium-voltage power
grids, and acts as a public supplier of power. The Government
believes that the reshuffle of the sector will lead to greater trans-
parency and efficiency of operations, primarily due to the effect
of the economy of scale.

The Market Development Plan adopted by the Govern-

Structure of retail power market in 2010, percent

1,4
2,5

1,2

9,7

_1 Regulated consumers (RST, VST)
_I Free consumers (RST, VST)
 Orlen Lietuva, AB

4 Energijos Tiekimas, UAB

o Latvenergo Prekyba, UAB

o Enefit, UAB

o SBE Energy, UAB

o Other suppliers

Source: NCCPE, 2010)
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ment allows larger users, who have the installed power capac-
ity of at least 100 kilowatt, choosing independent suppliers of
power. In 2010, when the minimum requirement of installed
power capacity stood at 400 kilowatt, roughly half of all coun-
try’s customers, the so-called “free users”, could choose suppli-
ers of electricity, and about two-thirds of them did so. In 2010,
“free users” consumed about 35 percent of all electricity in the

country.

The number of independent power suppliers was rising
steadily in 2010 in Lithuania. At the end of the year, they sold
more than 43 percent of electricity in the retail market while
the average price of the electricity was 0.81 ct/kWh lower than
that paid by the free users who purchased electricity from grid
operators. Energijos Tiekimas (Power Supply), a company of
the Lithuanian Energy group, was a leading supplier in the
retail market with a market share of 17 percent at the end of
2010.

Service and property management companies

Inside the energy sector, a separate block unites property
management firms as well as know-how and competence cen-
tres. All of them are controlled by the state, directly or indirect-
ly, while the largest ones are the Technology and Innovation
Centre, and NT Valdos. The former provides a scope of profes-
sional services to energy companies, which include innovation
and know-how management, information technology main-
tenance, and other. The latter manages industrial and admin-
istrative property as well as cars that belong to largest energy

enterprises.
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Sectoral overview: natural gas

The European Commission has urged Lithuania to imple-
ment the Third Energy Package which covers, apart from the
rest, a reform of the natural gas sector in line with the require-
ments set in the Natural Gas Directive. Since early 2010, the
Ministry of Energy has been busy preparing a number of pro-
jects aimed at restructuring of the natural gas sector and crea-
tion of a new natural gas supply infrastructure.

According to the Ministry of Energy, the main objectives of
the reform are:

m create a new model of the gas sector ensuring its
compliance to the requirements of the directives of the
European Union regarding the implementation of the
Third Energy Package;

= spilt the monopoly by separating gas transportation via
magistral pipelines, gas distribution and gas supply to

end-users;

= implement a proper control over Lietuvos Dujos
(Lithuanian Gas) so that this company, partly owned
by the state, would operate observing rights and legal
interests of all shareholders, including the state, by setting

fair and economically viable price of natural gas;

= pass legal documents that help implement the reform of

the natural gas sector.

Natural gas prices for households

'The price which households pay for natural gas they use splits
into two constituents, a fixed monthly fee and a charge for every
cubic meter of gas consumed. Household consumers form two
groups depending on the amount of gas used; the first compris-
es households using less than 500 cubic meters of gas per year,
while the second one includes households which consume more
than 500 cubic meters of gas per year.

Consumers of the first group paid a fixed monthly fee of two
litas per month in 2010, while the second group was charged a
LTL14.05 fixed fee. For both groups, fixed fees declined frac-

Changeable portion of natural gas price from January 2011

Lithuanian companies and households consumed a total of
3.085 billion cubic meters of natural gas in 2010, according to the
Ministry of Energy. The consumption rose by 14.4 percent com-
pared to the level recorded in 2009. However, it was 4 percent
lower compared to natural gas demand in 2008. Households used
200 million cubic meters of natural gas, a tiny fraction of less than

6.5 percent of all volume consumed in the country.

Consumption of natural gas in Lithuania, 2008 through 2010
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tionally in the first half of 2011 as they stood at LTL1.95 and
LTL13.81 respectively.

Gas prices per cubic meter showed more fluctuation, going
up from LTL1.87 in the first half of 2010 to LTL2.15 in the
second half of the year and retreating to LTL2.04 in the first half
of 2011 for consumers in the first group. Likewise, users in the
second group paid LTL1.29 per cubic meter in the first half of
2010, LTL1.56 in the second half of the year and LTL1.45 per
cubic meter in the first half of 2011.

Gas import price is the most important single variable in de-

0.01 0.03 0.02
First group 0.90 0.35 - Price of imported gas

M Supply margin

W Gas storage costs

0.01 0.03 0.02 M Variable transmission price
4 Distribution price
Second group 0.90 - 0.25 VAT
0.00 0.50 1.00 1.50 2.00 2.50 Source: NCCPE
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termining the gas price per cubic meter. On the other hand, gas
distribution price constitutes a larger portion of the per-cubic-
meter price for consumers in the first group because gas supply
costs remain almost unchanged irrespective of quantities of gas
consumed.

Lithuanian Gas has raised the per-cubic-meter gas prices from
the 1st of July 2011 to LTL2.33 for consumers in the first group
and to LTL1.75 for users in the second group. The fixed fees re-
mained unchanged though.

Price of natural gasin 2010 and 2011

2,5

2,25 o 1stgroup

M 2nd group

Source: Lithuanian Gas
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2011 H1

Financial and operating results

In LTL thousand
PROFIT AND LOSS STATEMENT
Sales revenue
Cost of goods sold
Gross profit (loss)
Gross profit margin
Operating cost
Operating profit (loss)
EBIT margin
EBITDA
EBITDA margin
Net profit (loss)
Net profit margin
Minority interest
BALANCE SHEET
ASSETS
Fixed assets
Intangible assets
Tangible assets
Financial assets
Other fixed assets
Current assets
Inventories and prepaid expenses
Accounts receivable in one year
Other current assets
Cash and cash equivalents

TOTAL ASSETS

ENERGY

Gas prices in Lithuania and neighbouring countries

Lithuania pays one of the highest prices for natural gas it im-
ports compared to other European Union countries. Neverthe-
less, the price that end users pay for natural gas is still some 20

percent lower than the average price for end users across the EU.

Prices for natural gas delivered by Gazprom,
in USD per 1,000 m?
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Energy companies, excl. INPP

2009* 2010

3555209 3182973

3205 661 2601 269

349 547 571 074

9,8 % 17,9 %

656 383 636 055

-306 836 -64 981

-8,6 % -2,0 %

569818 718530

16,0 % 22,6 %

11035 -15193

0,3% -0,5 %

-145 4183

2009* 2010

11 366 408 11723 603

331290 372907

10524173 10900 834

202 599 239229

308 346 210633

2380784 2120337

226 885 298 629

1400135 1069479

386 045 393980

367 719 358 249

13747192 13 843 941
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EQUITY AND LIABILITIES
Total equity
Minority shareholder equity
Subsidies
Liabilities
Long-term liabilities
Short-term liabilities
Financial liabilities
TOTAL EQUITY AND LIABILITIES
Key ratios
Debt to assets
Debt to equity
ROA**
ROCE**
ROE**
Other data
Staff
Investor return
Dividends
Property tax

8794791 8701049
904 596 803 787
2423790 2392668
2528611 2750224
1761015 1383913
767 597 1366310
855 771 1113109
13747192 13843 941
2009* 2010
64,0 % 62,9 %
9,7 % 12,8 %
0,2% 0,0 %
-3,1% -0,5%
0,2 % -0,1%
2009 2010
10548 9797
33747 32600
22340 21241
11407 11 358

* Data excludes write-offs by Ignalina Nuclear Power Plant.

** Profitability ratios exclude taxes on property and raw materials deducted from operating costs.

Financial results of the Ignalina Nuclear Power Plant have a
considerable impact on the overall results of the energy sector,
hence a comparative data is provided with the INPP results ex-
cluded. The company, which stopped producing electricity at
the end of 2009, only received revenue from heat generation in
2010. The value of the INPP’s fixed assets plunged as well due
to the decommissioning. The change in value has been reflected
through operating costs which went down from LTL1.339bn
in 2009 to LTL51.9m in 2010.

In addition to that, turnover fluctuations in the energy sec-
tor largely correlate to changes in prices for gas and other types
of fuel. The profitability of the sector is influenced by market
regulation, tariff-setting and periodic revaluation of assets.

Opverall sales revenue of the sector’s companies, excluding
the INPP, rose by 6.9 percent in 2010 while EBITDA was 6.6
percent higher than a year ago. Despite that, net profits went
down due to higher power generation costs and changes in
tariff-setting policies. Return on equity and return on assets re-
main at very low levels throughout the sector.

The aggregate value of the sector’s fixed assets grew by

Percent
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LTL357m in 2010, mostly due to large-scale projects under
implementation by several companies.

The aggregate dividends in 2010 and 2009 include divi-
dends paid by Lithuanian Gas for a 17.7 percent stake the State
holds in the company. Besides, dividends paid by the Lithu-
anian Power Station in 2009 have been added to the overall
figure because the State held a majority interest in the company
directly back then.

Other two companies which paid dividends in 2009 and
2010, Lithuanian Energy and LESTO, are controlled by the
State indirectly, through the Visaginas Nuclear Power Station.
The latter has not paid any dividends, hence the dividends by
Lithuanian Energy and LESTO are excluded from the total
amount. Lithuanian Energy and LESTO gave away a total of
LTL150.1m and LTL154.2m in dividends for the two years
respectively.

Changes in net revenue, EBIT, net profit margin, equity,
return on assets and return on equity for 2009 and 2010 are

shown in the charts below.
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Strategic projects

All major objectives, projects and ways of their implemen-
tation related to the energy sector have been outlined in the
National Energy Strategy which covers a period of almost forty
years, to 2050.

Electricity

Decommissioning of the INPP

Lithuania has kept its pledge against the European Union to
close the INPP by the end of 2009. Now it is vital to ensure safe
and smooth decommissioning of the facility alongside secure
disposal of radioactive waste. This requires the employment of
modern technology and efficient use of funds allocated for the
INPP decommissioning projects.

Nukem, the Russian-controlled company in charge of the
decommissioning, lags behind the project schedule. However,
proper measures to ensure reliable risk management have been
taken as Lithuania works to foster the building of storages for
waste radioactive fuel and make sure the budget and EU funds

are used rationally.

The new nuclear power station

Construction of a new nuclear facility in Visaginas is the
largest single energy project the Government plans to imple-
ment by 2020 to ensure sufficient generation of power for do-
mestic use and export. The project, valued atabout LTL17.3bn,
is to be financed with bank loans as well as with funds allocated
by a strategic investor, regional partners from Poland, Latvia
and Estonia, and the State. The project will be implemented
through a newly established company, the Visaginas Nuclear
Power Plant group.

The new facility will enhance the country’s independence
from foreign power suppliers while the export of power is to
improve the nation’s foreign trade balance. The new plant is
to become an important supplier of power in the region and
will play a positive role in bolstering Lithuanian economy by
attracting foreign investment, creating new jobs and offering
additional business opportunities, both directly and indirectly,
to domestic companies.

In its conclusive review, the International Atomic Energy
Agency has said that the building ground for the new nuclear

power plant has been properly prepared for the construction.

New power generation unit at the Lithuanian
Power Station

A modern 455 MW combined-cycle turbine, which will run
on natural gas, is being built at the Lithuanian Power Station
in Elektrénai. The LTL1.24bn project will increase the generat-
ing capacity of the Lithuanian power production system and
enhance its reliability and exploitation readiness. Moreover,

the new generation unit is expected to reduce the country’s de-
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pendence on imported power. The project is to be completed in
2012 according to schedule. Compared to the old generation
units in Elektrénai, the new facility will be much safer for the
environment because it will use less natural gas. The project is
financed via a syndicated loan issued by a consortium of local

and foreign banks as well as Lithuanian Energy’s own funds.

Power links in Europe

The projects outlined below are carried out by Litgrid, the

power grid operator.

Link to Sweden

The power transmission line between Lithuania and Swe-
den, NordBalt, will interconnect power grids in the two coun-
tries. The route of the 450-kilometre cable has already been
confirmed by both sides and the analysis of the sea bed along its
route has been completed. ABB, a Swedish provider of power
and automation technologies, is to manufacture and install the
cable and will supply two converter stations.

In February 2011, territory planning was accomplished in
the areas earmarked for the project. Technical projects for the
installation of the power cable and converter stations are to be
prepared by the end 0of 2011. According to the NordBalt sched-

ule, the exploitation of the new power link will begin in 2016.

Power bridge to Poland

LitPol Link, the power connection between Lithuania and
Poland, is extremely important in terms of integration of the
Lithuanian power supply and distribution system into the Eu-
ropean network. The 1,000-megawatt transmission line will be
built in two stages. By December 2015, it is to be put into op-
eration in half-capacity while the completion of the project is
set for 2020 when the link will reach its full capacity.

The LTL573m project is financed by Litgrid’s own funds,
bank loans and through a social service fee set in the power
price for end-users. The LitPol Link, which will also receive
funding from the European Union, will be built according to
the requirements defined in two environmental studies. The
project, however, has run into serious obstacles as some land
owners, both in Lithuania and Poland, are not willing to accept

the new power line being built across their land.

Distribution Station in Biténai

The 330-kilovolt power distribution station in Biténai,
which was integrated into the Lithuanian power supply net-
work at the end of 2010, ensures that power consumers in
Western Lithuania receive electricity solely through national
grid bypassing the Russia’s Kaliningrad Region. The new dis-
tribution station has connected power distribution lines in the
Lithuanian territory fostering the reliability of power supplies
and safeguarding from supply disruptions in the Kaliningrad
Region. The LTL16m project was financed by Litgrid.
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Use of renewable energy resources

Encouraging power generation from renewable resources is
one of the key priorities of the national policies in the energy
sector. The Government puts a particular emphasis on projects
aimed at use of a biomass in co-generation power plants as well
as wind energy. A number of new wind power plants are to be
built in Lithuania by 2020 to offer a combined generation ca-
pacity of 500-megawatt. The exploitation of the country’s po-
tential for hydropower is another important direction of devel-
opment. Overall, at least 20 percent of all power consumed in
Lithuania will be generated using renewable resources by 2020,

according to the National Energy Strategy.

Natural gas segment

The Third Energy Package in the gas sector

The reform of the natural gas sector in Lithuania is aimed
at ensuring the compliance of its operational model to the re-
quirements set by the EU directives. Diversification of gas sup-
plies and, in the long term, reduction of gas consumption are
the two principal objectives of the reform. In turn, the changes
in the sector will diminish Lithuania’s dependence on energy
imports.

Several important gas projects have been named in the Na-
tional Energy Strategy, such as building of a terminal for lique-
fied gas, the terminal’s connection to the national network of
magistral pipelines, construction of underground storage for
natural gas, laying of a pipeline connection with Poland, sup-

porting search for shale gas, and liberalisation of the gas market.

New liquefied gas terminal

Building the terminal for liquefied gas imports is one of the
priority projects in the gas sector as it will enable a diversifica-
tion of gas supplies and will open door for Lithuania to the
international natural gas market. In addition, it will play a posi-
tive role in the formation of the domestic natural gas market.
The LTL1bn project will be implemented through Klaipéda
Oil, the state-controlled company which already operates a ter-
minal for import and export of oil products in the seaport of
Klaipéda. The liquefied gas terminal will be built in the port

area as well. The terminal is due to start operations in 2014, ac-
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cording to the project schedule.

To expand the existing network of magistral pipelines, a
new branch will be built. It will connect Klaipéda with Jurbar-
kas, a regional town 150 kilometers southeast of Klaipéda. The
new pipeline will increase the capacity of the national gas trans-
portation network also enabling direct deliveries of gas from

and to the new terminal in Klaipéda.

Underground natural gas storage

Construction of the country’s first underground storage
for natural gas is also among the most important projects in
the sector. The new facility, with a storage capacity of one bil-
lion cubic meters, will be able to feed the country’s needs for
two months, according to the current consumption levels. The
storage is planned in the north-western village of Syderiai. The
location is considered safe in terms of seismic activity and has
proved to be one of the best options in terms of its underground
geological structure, international geophysical studies revealed.

The storage will lie about 1500 meters below the surface.

Liberalisation of the natural gas market

Currently the natural gas sector is unable to cope with one
of its key problems, the total dependence on gas supplies from
Russia, through the territory of Belarus. Consequently, gas
supplies can not be diversified because the country has no alter-
natives in purchasing gas and no access to international natural
gas markets.

In line with the requirements set in the Third Energy Pack-
age, gas supply and delivery operations will be separated in
Lithuania. This will create a more competitive environment for
suppliers and ensure fair prices for consumers while encourag-
ing additional investment in the sector. Lithuania also plans to
establish the Natural Gas Exchange in order to allow end users

purchase gas from more than one supplier.

New gas pipeline to Poland

In order to integrate Lithuania into European Union’s
natural gas networks and to end the country’s isolation, Lithu-
anian Gas and Poland’s OGP Gaz System mull over the project
to interconnect Lithuanian and Polish gas pipeline networks.

Business feasibility study is currently underway.
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Supporting search for shale gas

One of the reasons why the residents of Estonia enjoy lower  ergy Strategy encourages the environmentally friendly search

electricity tariffs compared to these in Lithuania is that Estonia  for and extraction of shale gas or its imports.
uses domestic resources, the shale gas, for power generation. Largest projects in the energy sector are listed in the table

Lithuania wants to follow the suit. This is why the National En-  below.

Project

New nuclear power plant

NordBalt

LitPol Link

Power distribution station in
Biténai

Liquefied natural gas terminal

Natural gas pipeline between
Lithuania and Poland

Underground storage for natural
gas

New power unit at the Lithuanian
Power Plant

Description

Construction of the new nuclear power plant and its infras-
tructure

Interconnection of power systems in Lithuania and Sweden

Interconnection of power systems in the Baltic States and
Western Europe

Integration of the 330 kV distribution station into the national
power transmission network

Construction of the new terminal in the port of Klaipéda

Construction of a new natural gas pipeline to interconnect gas
transmission networks in Lithuania and Poland

Building of the new storage which is to become an integral
element of the national natural gas system

Building of the new combined-cycle block which will run on
natural gas

Total estimated value of all projects with preliminary valuation is LTL20.9 billion.

Estimated value

Up to LTL17.3 billion

LTL763 million

LTL573 million

LTL16 million

LTLA billion

No data

No data

LTL1.24 billion
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Foreword

Forests cover 2.17 million hectares, or roughly a third of
the country’s total area, as of January 1, 2011. The State is the
largest single owner of forests possessing almost 50 percent of
all woodland, while private individuals and companies own 39
percent of all forests. The remaining 11 percent are forests re-
served for restitution and other woodlands.

In 2010, forestry and related economic activity, such as
wood processing, production of furniture etc, generated almost
4 percent of the overall added value in Lithuania.

Seeing forests as assets, especially the most valuable wood-
lands, it is important to take into account interests of all stake-
holders. Owners of commercial forests, including the State,
seck to receive maximum returns from commercial operations
in the forests they possess. On the other hand, timber and
other forest resources must be exploited sustainably so that all
the country’s residents could spend their leisure time in for-
ests. Thirdly, a stable timber supply must be ensured for the
domestic wood processing industry to enable it generate the

Sector overview

General information about forests in Lithuania

Of 2.17 million hectares of woodlands in Lithuania, pine
and spruce cover 56 percent of the total area leaving 40 percent
for softwood and 4 percent for hardwood. Other key indicators

of the forestry sector are shown in the table below.

Key forestry indicators as of January 1, 2011

Forest area, million ha 217
Forests as percent of total area 33.2
Forest area per capita, ha 0.7
Overall volume of timber with bark, million m3 489.8
Average volume of timber, mé/ha 236.9
Annual increment in stands volume, m%ha 8.0

Sources: Statistics Lithuania, State Forest Service

All forests are divided into four groups in Lithuania:

® st group — forests in natural reserves and national parks
® 2nd group — recreational and ecosystem protection forests
® 3rd group — protective forests

® 4th group — commercial forests

No timber harvesting whatsoever is permitted in the first group
of forests, while a strictly limited harvesting can sometimes be al-
lowed in forests of the second and third group. The fourth group
represents the largest area of forests in Lithuania where continuous
harvesting is carried out to ensure stable timber supplies.

Forestry is an important part of the national economy. In 2010,
the forestry sector employed about 7 percent of all workforce. Forestry
alone, excluding wood processing and related activity, generated 0.65
percent of the GDP and offered about 1 percent of the nation’s jobs.

FORESTRY

highest possible added value and sustain the number of people
employed in the sector.

Organisations inside the forestry sector split into several
groups, the first being 42 state-owned forest enterprises which,
alongside private individuals and companies, plan and imple-
ment commercial activities, including logging and timber sales,
in the forests they own. Logging is usually performed by private
firms. Timber is purchased by wood processing companies or
agents who eventually sell the Lithuanian timber to domestic
and foreign customers.

Swedspan Giriy Bizonas, the woodboard producer with
LTL198.4m turnover in 2010, furniture makers Vilniaus
Baldai (LTL197.2m) and Klaipédos Mediena (LTL167.8m),
and Boen Lietuva, which produces hardwood flooring
(LTL189.6m), were among the largest consumers of the Lithu-

anian timber.

Forest areas by groups as of January 1, 2011, percent
1

12

M | -forests in natural reserves and national parks
4 Il -recreational and ecosystem protection forests
o Il - protective forests

H |V -commercial forests
Source: State Forest Service

Forest areas by ownership as of January 1, 2011, percent

12

49
39

o National forests
o Private forests
4 Forests reserved for property restitution and other forests

Source: State Forest Service
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Forestry sector as part of the national economy

Indicator

All forestry-related activity as part of overall added value, percent

Forest enterprises as part of overall added value, percent

All forestry-related employees, thousand

Employees in forest enterprises and logging, thousand

All forestry employees as percent of the country’s total workforce

Employees in forest enterprises and logging as percent of the country’s total

workforce

3.98 3.96 3.94 3.43 3.32 3.32

0.53 0.52 0.60 0.48 0.45 0.65

67.4 71.3 70.2 65.6 56.1 n.d.

10.1 10.4 10.3 10.0 9.3 n. d.

7.6 8.1 71 7.4 7.0 n.d.

1.1 1.2 1.0 1.0 1.0 n. d.

The country’s total timber harvest amounted to 7.4 mil-
lion cubic meters in 2010 with state-owned forests providing
51 percent of the total volume. The annual timber harvesting
in state-owned forests ranged from 3.5 million m? to 3.8 mil-
lion m?® over the period from 2004 through 2010. Harvesting
fluctuations were much more visible in private forests which
supplied just over 2 million m? of timber in 2009 and almost

doubled output, to 3.6 million m?, in 2010.

Round wood exports by state, 2010

EXpOrtS, in thousand

4.0

Sweden 523.6
Poland 343.8
Germany 199.6
Latvia 195.2
Finland 49.9
Other 17.3
Total 1329.5

Source: State Forest Service
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3.6 3.6 3.5 3.5 3.5 3.7
3.0 2.9
2.7 2.6 2.5 23
- 2.0
1.0
0.0

2004

Source: State Forest Service

The largest part of timber was processed in Lithuania in
2010 as a mere 18 percent of all wood went for exports. The
figure is considerably lower compared to the pre-crisis levels
as some 25 percent of all Lithuanian wood was sold abroad in
2007. Sweden and Poland were the two largest export markets
for Lithuanian timber in 2010 taking in 39 percent and 26 per-

cent of all wood exports respectively.

Timber harvesting, m® million

2005 2006 2007 2008 2009 2010

M State forests . Private forests

Sources: Lithuanian Statistics, State Forest Service




Round wood production and trade, m? million

@]

I

w
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2004 2005 2006

M For local consumption o Export

A total of 267,000 hectares of woodland has been reserved
for the ongoing property restitution program. They are cur-
rently managed by the National Land Service and all commer-
cial activity in these forests is regulated by corresponding laws
and other legal acts. State-owned forest enterprises supervise
the reserved forests and implement various sanitary and fire
protection measures, including sanitary clearing. They also
replant trees. On certain occasions, state-owned forest enter-
prises have a right to sell logged timber.

Clear-cut logging is forbidden in the forests set aside for res-
titution in order to preserve these areas and sustain their value
for their would-be owners. The state institutions involved in
the process of restitution are facing the urge from the society to

complete the restoration in the shortest possible time.

Key developmentsin 2010

The parliamentary resolution of March 2010 is a clear state-
ment that the most valuable state-owned forests, such as wood-
lands in national parks and other reserves, must not be sold or
privatised. They will remain in the possession of state-owned
forest enterprises.

On the last day of March 2010, the National Audit Office
of Lithuania released a report on commercial activity in state-
owned forests. The document states, apart from the rest, that
the operations of the Directorate General of State Forests and
commercial activities of many forest enterprises it controls are
not efficient enough. The report points out that prior to 2008
Lithuanian state-owned forest enterprises lagged behind their

counterparts in Latvia and Estonia in terms of many key indi-

FORESTRY

LLLELLL

2007 2008 2009 2010

4 Import . Fromlocal resources

Source: State Forest Service

cators, including the average revenue per cubic meter of tim-
ber sold, and average operating costs. In addition to that, the
overall number of jobs at state-owned forest enterprises, in rela-
tion to the area of state-owned forests, was considerably higher
in Lithuania than the respective figure in Latvia and Estonia.
Moreover, relative additional contributions to the national
budgets by state-owned forest enterprises were lowest in Lithu-
ania among the three countries.

The National Audit Office has emphasised that the number
of state-owned forest enterprises should be reduced according
to optimal needs of the sector. The report also noted that the
specialised logging information system, Misko Skaita, has been
used ineffectively.

In August 2010, a squall swept a large part of Lithuania
causing a considerable damage in the area of more than 27,400
hectares which formally belongs to ten state-owned forest
enterprises. Thousands of trees fell down producing about
580,000 cubic meters of the “disaster timber” and incurring
an overall LTL25m damage to state-owned forests. Material
losses were, however, effectively liquidated by the end of 2010
by concerted efforts of a number of forest enterprises.

In Lithuania, state-owned forest enterprises are not distrib-
uting their profits in the form of dividends, according to the
legislation in force. Alternatively, they contribute to the state
budget revenue by paying a raw materials tax and a property
tax, a total of 15 percent of their overall revenue. The combined
tax rate stood at 10 percent in 2010 and was raised to 15 per-

cent from the 1st of January, 2011.
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Management structure

The Law on Forests states that the forestry policies are set by
the Parliament, through related legislation, while the Ministry
of Environment is in charge of formation and implementation
of development strategies for state-owned forests, through dif-
ferent programs. The Ministry supervises several Regional En-
vironment Departments which control the use, replanting and
protection of all forests in Lithuania. The Directorate General

of State Forests under the Ministry of Environment coordi-

nates the activities related to forest protection and commercial
use. Moreover, it supervises the activities of 42 state-owned for-
est enterprises which are directly responsible for all commercial
and non-commercial activities in the state-owned forests. The
State Forest Service under the Ministry of Environment man-
ages the State Forest Cadastre and performs nationwide forest

inventory projects.

Directorate General of State Forests

Coordinates the activities of
state-owned forest enterprises

Sets obligatory quotas of work related
to forest replanting, maintenance, and
protection for forest enterprises

Supervises the nationwide system
of fire defence and sanitary
protection in forests

Organises and coordinates programs of
forest replanting, protection,
maintenance, and commercial use

Ministry of Environment

Regional Departments

of Environment

Controls use, replanting, maintenance,
and protection of all forests

Issues logging permits

Controls quality of logging

Consults owners of private forests on
forest use, replanting, maintenance,
and protection

State Forest Service

Administers the Lithuanian Forest
Cadastre

Performs selective nationwide
inventory of forests

Controls production, origin, quality,
trade, and use of saplings

Selects and approves genetic
resources of forests, takes care of seed
stock

42 state-owned forest enterprises

Perform commercial operations in
forests, including logging and timber
trade

Replant forests

Produce saplings and seeds

Implement sanitary protection
measures

Implement fire protection measures

Maintain forest roads
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Coordinates measures aimed at the
sanitary protection of forests




Timber trade

The economic slowdown, which began in 2008, had a con-
siderable impact on the domestic timber market. Round wood
prices fell in 2008 and 2009, primarily due to lower demand.
Logging activity slowed down gradually in private forests. In
state-owned forests, however, logging levels remained virtually
unchanged, compared to the pre-crisis years. It was in the be-

ginning of 2010 that the average price of round wood logged

Timber trade and prices in Lithuania

FORESTRY

by the state-owned forest enterprises started to retreat from its
2009 lows to reach LTL110 per cubic meter in at the end of the
year. The price rebounded primarily due to higher demand for
timber both in Lithuania and abroad.

The demand was further spurred by unusually cold winters
0f2008-2009 and 2009-2010 as almost one-fifth of all timber

sold by the state-owned forest enterprises was used for heating.

160 4,0
150 147 38
140
134 35 3,6
130 Prices in LTL per m®
3 34 @
.§ 120 3,3 % Sales in million m?
& 110 390
103 - mo -
100 ' 8.2
3,0
90
86
80 28
70 2,6
2006 2007 2008 2009 2010
Sources: State Forest Service, Directorate General of State Forests
Timber supply

The total forest area has been expanding since 1993 in Lith-
uania, alongside the average volume of timber which reached
237 m?® per hectare in the beginning of 2011, according to the
data provided by the Statistics Lithuania. All of this has led to

a considerable increase in the overall volume of timber which

stood at 393 million m3 in 2005 and went up to 490 mil-
lion m? in the beginning of 2011. The positive trends point
to the fact that Lithuania can increase logging substantially
without a risk of reducing its timber resources to unacceptable

levels.

Replanting in state forests and the National Park, ha thousand

14,0

12,0

10,0

8,0

6,0

4,0

2,0

0,0

2004 2005 2006 2007 2008 2009 2010

[ New planting

I Replanting

Clear cuts

Sources: Lithuanian Statistics, State Forest Service
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Timber demand

Wood processing businesses want stable and sufficient tim-
ber supplies because otherwise they are forced to leave part of
their capacities unused. Industry experts say that Lithuania’s
wood processing companies are capable of purchasing all tim-
ber that state-owned and private suppliers currently offer. De-
spite that, from 15 percent to 25 percent of all Lithuanian tim-
ber is exported every year. On the other hand, actual logging
volumes are substantially lower compared to an annual logging
reserve.

Ensuring stable and sufficient timber supplies would en-
courage wood processing companies to invest in the develop-
ment of their businesses. Vakary Medienos Grupé (Western
Timber Group) is a good example as the company, together
with Sweden’s IKEA, expressed its intention to build a new
particleboard and furniture factory in Alytus in 2009. The two
companies planned to invest LTL450m creating up to 800 new
jobs. The investors proposed a long-term contract to ensure the
supplies of timber to the new factory. Because of the huge vol-
ume of timber required, only state-owned forests could pos-
sibly satisfy the demand. However, neither of the state insti-
tutions could provide supply guarantees and IKEA eventually
abandoned its investment project.

Using wood to make goods, such as furniture, creates at
least 27 times more jobs and produces a 10-fold increase in
value compared to using the same wood for heating. This is one
of the conclusions that the Centre for Investment and Finan-
cial Analysis, a private consultancy, said in its 2008 survey of
the wood processing industry in Lithuania. The discrepancy is
even greater in the pulp and paper industry, up to 60 times in
terms of number of new jobs created. The results of the analysis
encourage the proper use of the local wood resources in order
to guarantee sustainable development of the country’s forests.
The hierarchy of use of timber puts heating at the very bottom
which means that only the lowest-quality wood, such as wood
processing waste, should be used for heating. All other timber
should be used for producing added-value products, such as
pulp, paper, furniture and various household items.

In this respect, the main problem in Lithuania is that the
current legislation encourages the owners of biofuel boilers
burn wood of various quality, not only the lowest one. Even
if production-grade wood is used to produce heat in biofuel
boilers, the owner gets a compensation for the wood burned.
Hence, even burning good quality, and more expensive, wood

has no impact on profits.
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Financial and operating results

All state-owned forest enterprises, which operate according
to the Law on Forests, provide financial data which excludes
the value of forests they own. Due to this practice, assets report-
ed in the financial documents by forest enterprises are consider-
ably lower than the actual ones. This makes the comparison of
forest enterprises and other state-owned companies extremely
difficult, particularly their ROE and ROA ratios. To avoid this
problem, the estimated overall value of forests, which stood at
LTL3.1bn at the end of 2010, has been included in the aggre-
gate balance sheet of forest enterprises as fixed assets. Accord-
ingly, the aggregate equity has been boosted. This is important
because forests accounted for 92 percent of the aggregate assets
in the balance sheets of forest enterprises at the end of 2010.

The state forestry sector is largely dominated by 42 state-
owned forest enterprises which mostly perform commercial
operations and generated as much as 99 percent of the sector’s
revenue in 2010. Their aggregate assets accounted for 99.9 per-
cent of the sector’s total. Apart from the forest enterprises, only
one other organisation, the Lithuanian Forest Inventory and
Managment Institute, operates in this sector.

Higher timber demand and rising prices boosted the ag-
gregate sales of state-owned forest enterprises to LTL420m in
2010 from LTL352m a year ago. Their cumulative net profit
went up to LTL40m from LTL2.6m accordingly. The aggre-
gate gross profit margin increased from 53 percent in 2009 to
63 percent in 2010, while the net profit margin grew from 1
percent to 9 percent.

In addition to that, state-owned forest enterprises paid
LTL37.6m in raw materials taxes in 2010, up from LTL20.4m
one year ago, mostly due to higher sales and a rise in the raw
materials tax level. Eliminating the raw materials tax from op-
erating costs sends the net profit to LTL71.6m in 2010, which
represents an almost four-fold jump compared to LTL19.9m
in 2009.

Despite lower production costs, the aggregate operating
costs grew by 19 percent in 2010, to reach LTL22m, primarily
due to an increase in raw materials tax allocations which were
LTL17.2m higher in 2010 than one year ago. Costs related to
forest replanting rose as well in 2010.

The average area of state-owned forests per one employee
in forest enterprises grew from 277 hectares in 2009 to 282
hectares in 2010.

The aggregate return on equity stood at 2.1 percent in 2010.
In this calculation, operating costs have been reduced by the
value of raw materials tax and property tax paid by the state-

owned forest enterprises.




LTL thousand Forestry
PROFIT AND LOSS STATEMENT 2009 2010
Sales revenue 352000 | 420329
Cost of goods sold 166432 | 157378
Gross profit (loss) 185569 | 262951
Gross profit margin 52,7 % 62,6 %
Operating cost 186845 | 222050
Operating profit (loss) -1277 40900
EBIT margin -0,4 % 9,7 %
EBITDA 29 637 71221
EBITDA margin 8,4 % 16,9 %
Net profit (loss) 2637 39 696
Net profit margin 0,7 % 9,4 %
Minority interest 0 0
BALANCE SHEET 2009 2010
ASSETS
Fixed assets 3363270 |3 378 043
Intangible assets 214 250
Tangible assets 3360655 |3 368 668
Financial assets 23 3937
Other fixed assets 2378 5188
Current assets 193430 | 235408
Inventories and prepaid expenses 72570 81724
Accounts receivable in one year 25370 28238
Other current assets 57 109 68 164
Cash and cash equivalents 38382 57 282
TOTAL ASSETS 3556 700 |3 613 451
EQUITY AND LIABILITIES
Total equity 3511 466 |3 552 339
Minority shareholder equity 0 0
Subsidies 10453 17 509
Liabilities 34782 43604
Long-term liabilities 4139 3137
Short-term liabilities 30643 40 466
Financial liabilities 4098 4776

TOTAL EQUITY AND LIABILITIES 3556 700 |3 613 451

Key ratios 2009 2010
Debt to assets 98,7 % 98,3 %
Debt to equity 0,1% 0,1%
ROA** 0,7 % 21 %
ROCE** 0,7 % 2,3%
ROE* 0,7% 21 %
Other data 2009 2010
Staff 4005 3947
Investor return 25278 42 462

Property tax 4916 4885

Raw materials tax 20 362 37577

* Profitability ratios exclude taxes on property and raw materials deducted from
operating costs.

Profit and costs of forestry enterprises

Profit and costs of forestry enterprises per 1 m® of timber sold, in LTL
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Cost-effectiveness of the forestry sector

(formal analysis, LTL million)
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The aggregate profits of the country’s 42 state-owned for-
est enterprises, less property and raw materials taxes, reached
LTL24.7 per one cubic meter of timber sold in 2010 which
represents a more than three-fold rise compared to the respec-
tive figure a year ago (LTL6.7/m?). The profit per m? indicator
was close to its highest level over the past five years. EBIT mar-
gin, less property and raw materials taxes, stood at 20 percent in
2010 compared to just 7 percent in 2009.

The most efficient state-owned forest enterprises earn up to
LTLA45 per each m? of timber sold, while less efficient ones post
average earnings of about LTL30 per m®. Accordingly, the most
successful forest enterprises reach profit margins of 35 percent to
45 percent.

It is important to note that state-owned forest enterprises
petform a scope of non-commercial functions which add to
costs but do not generate direct revenue. The non-commercial
costs are not huge, compared to the overall commercial rev-
enue, however, their elimination would marginally improve
the aggregate financial results of state-owned forest enterprises.

Evaluating their efficiency without taking into account
changes in timber prices, cost of sales is by far more reliable
indicator. In 2010, the average production cost of every cubic
meter of timber sold stood at LTL45.6, which is a better result
compared to 2007 and 2008. Gross costs per cubic meter rose
to LTL98.6in 2010 from LTL90.9 one year ago, primarily due
to the increased volume of forest replanting activity.

Operating profit * /mg
Costs of goods sold /m?

Total costs /m3*

2008 2009
13.2 36.6 12.1 6.7 24.7
41.9 49.2 58.5 45.5 45.6
104.6 126.5 139.3 90.9 98.6

*Taxes on raw materials and property have been deducted from operating costs
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Overview

Transportation, warehousing and communication generated
15.2 percent of the nation’s overall gross domestic product in
2010, according to Statistics Lithuania. The sector’s results large-
ly depend on economic and financial trends in Lithuania and its
main trade partners.

The transport sector is important to the development of ex-

ports and domestic trade because transportation and logistics

TRANSPORT

form one of the key links in the value chain of most goods and
services.

In Lithuania, state-owned enterprises operate in road main-
tenance and development, logistics, railways, sea and river ship-
ping, airports, and postal services. All in all, the State controls 25
companies and organisations in the transport sector. Key data

about ten largest enterprises is provided in the table below.

Turnover in Assets in Number of State
Enterprise Area of operations 2010 (LTL 2010 (LTL interest, in
o i employees
million) million) percent
Lithuanian Railwavs Transportation of freight and
1 y passengers, management of railway 1404 4510 11632 100
infrastructure
> Lithuanian Post llJn|ver.saI pogtal services, courier, and 174 290 6870 100
financial services
3 Klaipéda Oil Hangllng of oil products and related 193 474 306 70,6
services
4 Milfosde s Seepor Management of the Klaipéda seaport 148 1189 266 100
Authority
5 Air Navigation Air traffic services in the Lithuanian air 73 160 316 100
space
6 Lithuanian Shipping Transportation of freight by sea 62 249 266 56,66
Company vessels
7 Vilnius International Airport Management of airport in Vilnius 42 319 412 100
8 Siauliai Beglonal Road Teghnlcalvmalqtgnance of roads in the 36 713 352 100
Enterprise region of Siauliai
9 Kaunasl Regional Road Teghnlcal maintenance of roads in the 29 804 347 100
Enterprise region of Kaunas
State Enterorise Technical maintenance of roads of
10 ) P . state importance and their infrastruc- 27 993 606 100
Automagistrale ture

Financial data

Aggregate costs of the sector’s enterprises rose by 5 percent
while their revenue increased by 10 percent in 2010. This helped
the profitability of the sector to go up as well. Sales revenue per
employee amounted to LTL95,600 which represents a 19 per-
cent improvement compared to the respective figure one year
ago (LTL80,300). The change in profit per employee was even
more noticeable as it soared more than nine-fold in 2010, to
reach L'TL3,800, compared to a mere LTL400 in 2009.

Lietuvos Gelezinkeliai (Lithuanian Railways), by far the larg-
est company in the sector, posted a four-fold rise in net profits.
Vilnius International Airport slashed its losses. The positive

trends were influenced by improving economic conditions both

in Lithuania and worldwide. On the other hand, the two compa-
nies enjoyed larger passenger and freight volumes, partly due to
more flexible pricing policies.

In terms of optimisation of operations, Lietuvos Pastas (Lith-
uanian Post) appeared to be the most successful organisation in
the sector as the company’s overall costs went down by as much
as 39 percent in 2010. This led to a six-fold decrease in net loss.
Klaipéda State Seaport Authority spent LTL11.5m when execut-
ing dredging works in the new seaport of Sventoji. These were
extraordinary costs and should be ignored when assessing effi-

ciency.
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LTL thousand
PROFIT AND LOSS STATEMENT
Sales revenue
Cost of goods sold
Gross profit (loss)
Gross profit margin
Operating cost
Operating profit (loss)
EBIT margin
EBITDA
EBITDA margin
Net profit (loss)
Net profit margin
Minority interest
BALANCE SHEET
ASSETS
Fixed assets
Intangible assets
Tangible assets
Financial assets
Other fixed assets
Current assets
Inventories and prepaid expenses
Accounts receivable in one year
Other current assets
Cash and cash equivalents
TOTAL ASSETS
EQUITY AND LIABILITIES
Total equity
Minority shareholder equity
Subsidies
Liabilities
Long-term liabilities
Short-term liabilities
Financial liabilities
TOTAL EQUITY AND LIABILITIES
Key ratios
Debt to assets
Debt to equity
ROA*
ROCE*
ROE*
Other data
Staff
Investor return
Dividends
Property tax

2009
2086 483
1727536
358 947
17,2 %
347274
11673
0,6 %
500 008
24,0 %
10500
0,5%
-1500

2009

6938 161
34179
6891248
6436
6298
690 581
160 021
303780
79018
147 762
7628742

5001 293
218957
1295 446
1332003
690 401
641 602
799 045
7628742
2009
65,6 %
16,0 %
0,3 %

0,4 %

0,4 %
2009
25970
28785
16243
12542

Transport
2010
2296 658
1811980
484 679
21,1 %
367 783
116 896
51%
621 509
27,1 %
91 054
4,0 %
-9335
2010

7 247 669
35 065
7181023
19083
12498
738 035
SIS
270698
16 601
250817
7985704

5424 754
204 803
1320 751
1240199
701 692
538 507
781850
7985 704
2010
67,9 %
14,4 %
1,3%
2,1%
1,9%
2010
24023
70171
57728
12443

*Tax on property has been deducted from operating costs when calculating profitability ration

Combined dividends paid by state-owned enterprises in the transport sector grew by 18 percent to LTL57.7m, mainly because

of higher dividends allocated by Lithuanian Railways which amounted to LTL56.4m.
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Logistics

Logistic operations, when properly managed, allow com-

panies reduce prices of their products and services and, conse-

quently, help increase profitability. The World Bank Logistics

TRANSPORT

Performance Index ranked Lithuania 45th among the world’s
155 nations it surveyed. Lithuania’s score was lowest for its lo-

gistics infrastructure and logistics competence.

LPlrating Country LPT Customs Infrastructure
1 Germany | 4.11 4 4.34
12 Finland 3.89 3.86 4.08
30 Poland 3.44 3.12 2.98
37 Latvia 3.25 2.94 2.88
43 Estonia 3.16 3.14 2.75
45 Lithuania | 3.13 2.79 2.72

Interngtiohal R Tracing Timeliness
shipping competence
3.66 414 4.18 4.48
3.41 3.92 4.09 4.08
3.22 3.26 3.45 4.52
3.38 2.96 BB 3.72
3.17 3.17 2.95 3.68
3.19 2.85 3.27 3.92

Warehousing infrastructure is insufficient in the country’s
largest cities, especially in comparison to many cities across the
European Union. In terms of warehousing space per 1,000 in-
habitants, Vilnius, Kaunas and Klaipéda lag behind Warsaw by
roughly two times. The difference is even greater compared to

other cities in Europe.

Warehousing space in square meters
per 1,000 inhabitants
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Source: Ministry of Transport and Communications, 2010

In general, Eastern European countries lag behind Scandi-
navia and Western Europe considerably. In Scandinavia and
Western Europe, average warchousing space per 1,000 inhabit-
ants varies from 1,390 m? to 3,664 m? depending on a city,
while in Central and Eastern Europe the indicator is about ten

times lower, at 320 m? in the Czech Republic and just 157 m?

in Poland.

Source: The World Bank, 2010

Demand and supply

In Lithuania, a gap between demand and supply for modern
logistics facilities is noticeable. However, the domestic mar-
ket is currently dominated by small logistics centres, of 400 to
800 m?, almost all of them owned by private investors. On the
other hand, all the logistics centres currently in operation are
single-modal which means that freight must be unloaded there
before changing means of transport, e. g. from railway to truck.
Larger and more versatile projects require huge fixed costs in-
vestment and thus involve considerable business risks which
private companies are unwilling to take.

There is a high sensitivity of demand for logistics services
to the general economic conditions, both domestic and glob-
al. Lithuanian transport and logistics companies have formed
their customer base mainly inside the country. However, their
most important markets are abroad, namely in Western Eu-
rope, Russia and other CIS countries.

Due to the reasons mentioned above, the demand for new
inter-modal logistics centres capable of servicing different types
of freight is rising. On the other hand, the country needs at least
several larger logistics centres. Both problems can be solved by
attracting public funding as the projects might prove too risky
for private investors.

Strategic projects

The Government’s decision to build four public logistics
centres was announced back in 2008. According to the project,
which has been granted the status of nation-wide importance,
the PLCs are seen as an agglomeration of independent compa-
nies and organisations that provide freight transportation, logis-
tics and related services using at least one inter-modal terminal.
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In Vilnius and Kaunas, the PLCs, valued respectively
LTL121m and LTL90m, are to be built by Lithuanian Rail-
ways in cooperation with the Ministry of Transport and Com-
munications. In Siauliai, the LTL48m terminal will be built by
local municipality while the Klaipéda State Seaport Authority
is to invest another LTL48m to construct the terminal inside
the port. All the four PLCs, expected to be completed by the
end of 2015, will be partly financed with EU Structural Funds.

While implementing the projects, the State will contribute
by building the required infrastructure, such as roads, railways,
water and power supply systems etc. In addition to that, the
State will observe that all PLCs” customers enjoy equal condi-
tions of operations, and a free access to infrastructure. If re-
quired, the State will support the PLCs in order to ensure their
business continuity and sustainability.

Private companies are expected to invest in building ware-
houses and other facilities.

The projects are believed to bring various benefits, such as
strengthening operational relations between different types of
transport and improving quality of transportation services. In
addition to that, the new PLCs will add to the expansion of the
logistics service market share and create new jobs. More business
opportunities will open for the providers of supporting products
and services while smaller companies will get easier access to pub-
lic transport and logistics infrastructure. The new terminals will
reduce the environmental impact of the transport sector and will
help improve transport security. Finally, the PLCs are expected to
draw more foreign investment into the country.

Road management

In Lithuania, all roads are divided into two large groups, of na-
tional and local importance. The total length of roads stands at about
81,000 in Lithuania. Public roads are managed by ten regional road
administration enterprises and Automagistral¢, a state-owned enter-
prise under the Ministry of Transport and Communication.

Function-wise, road administration splits into two areas:
® road building, reconstruction and development; these

services are provided by private companies contracted via

public procurement;

® road maintenance, which includes snow removal, deicing,
and asphalting; these services are provided by state-owned

companies.

Operating and financial results

Road maintenance is financed by the state budget, through
the Lithuanian Road Administration (LRA). The table below
shows budget allocations to the LRA, in million litas.

Funds allocated 775.7 881.7
Funds spent 775.7 865.4
Spent vs. allocated, 100 08

in percent

Source: Ministry of Finance, 2011
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The LRA has declared three strategic objectives in 2010.

1) Upgrade of roads of national importance to ensure
uninterrupted and secure traffic. Reducing the number
of dangerous locations on roads is a key task in this
area of activity. In 2010 alone, 24 of such “black spots”
were eliminated. In addition to that, new pedestrian
and bicycle paths were built. To raise public awareness
regarding the traffic security, several information
campaigns were carried out.

2) Maintenance of roads throughout the country to sustain
their quality and usability. More than half of all money
has been used for road cleaning in winter, while about a
quarter of funds have been allocated for road maintenance
in summer. Residual part of funding has resulted into a
total of 234,000 square meters of damaged road surface
being fixed and 141 kilometres of gravel roads being
upgraded.

3) Reducing traffic jams and environmental impact.
Although later than scheduled, several important
contracts were finalised in 2010. According to them, a
section of the Vilnius-Kaunas highway at Grigiskés will
be reconstructed, a new overhead road at the entrance to
Klaipéda will be erected, the Vilnius southern bypass road
will be built, and the road between Panevézys, Siauliai
and Radviligkis will be upgraded. All the four projects,
partly financed by the EU funds, are to be carried out in
2011.

Strategic projects

Lithuania is an active participant of the Trans-European Trans-
port Network development programs aimed at integrating systems
of different modes of transport in various countries into a seamless
pan-European network to ensure its efficiency and security. The
Ministry of Transport and Communication is in charge of drawing
the strategic path for the transport network development in Lithua-
nia. In turn, the Road Maintenance and Development Programme,
scheduled for 2005 through 2015, defines the main direction of
the strategy which covers traffic security measures, building of new
roads and bypasses, development of international transport corri-
dors, upgrade of existing roads and asphalting of gravel roads.

The reconstruction of road sections which belong to Via Bal-
tica, a highway between Warsaw and Tallinn, is to be completed
by the end of 2015. All in all, LTL500m will have been used for
the project which is financed with the EU Structural Funds and
the Road Maintenance and Development Programme. Via Bal-
tica is one of key projects which help Lithuania integrate into the
European transport network.

In addition to that, the LTL121m upgrade of the road be-
tween Vilnius and Utena will start in 2012. The project, financed
by the Road Maintenance and Development Programme, is to be
completed in 2014.

Railways

A total length of the Lithuanian railway network is almost
1,770 kilometres. Two international railway corridors, the
ninth from East to West, and the first from North to South,




intersect in the country accounting for more than 80 percent of
all freight transported by railways.

The first corridor is important for Lithuania’s integration
into the pan-European railway network. However, railway
gauge in Lithuania is wider than that across Western Europe,
which makes the connection of railway systems complicated.

The ninth corridor is vital both for domestic and transit
freight, especially when railway transportation from Belarus to
the port of Klaipéda, and vice versa, is concerned.

‘The Ministry of Transport and Communication is in charge
of the implementation of national railway development poli-
cies while the railway infrastructure is owned by Lithuanian

Passenger transportation, million km
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Railways, the country’s sole railway company which provides
both passenger and freight transportation services.

Operating results: passengers

The overall number of passengers carried by Lithuanian
Railways remained virtually unchanged in 2010 compared to
the respective figure one year ago. However, average length of
passenger journey was higher than in 2009.

In Lithuania, railways are far less popular than in most Euro-
pean countries. This is clearly reflected in the number of railway
passengers per 1,000 residents which is eight times lower in Lith-

uania compared to the average level across the European Union.

Average transportation distance per passenger, km
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Source: Lithuanian Railways, 2011

Passengers using different means of transport, percent in 2009

Cars
EU-27 82.6
Estonia 78.7
Latvia 85.4
Poland 85.8
Lithuania 92.0
Finland 83.9
Germany 84.6

Busses Trains Trams and metro
8.8 7.0 1.5
18.9 1.9 0.6
9.8 3.9 0.9
7.3 5.6 1.3

7.1 0.9 -

10 5.4 0.7

6.0 7.9 1.6

As a state-owned company, Lithuanian Railways imple-
ments the non-commercial objectives set by the Ministry of
Transport and Communication. They are related to the trans-
portation of passengers which is generally loss-making but vital
for society. On many routes, passenger transportation tariffs set
by Lithuanian Railways are lower compared to the commer-
cially viable levels.

Railways*

Vilnius-Kaunas

Source: European Commission, 2011

In Lithuania, just like in the rest of Europe, the number of
railway passengers is largely influenced by several factors, such
as speed and comfort of travel, frequency of train departures, as
well as density of the domestic railway network. In Lithuania,
most of the locomotives are more than 20 years old. Partly due
to this, the average railway transportation costs per passenger

are higher compared to the bus service.
Bus trips

Vilnius-Klaipéda Vilnius-Siauliai

* Calculated by dividing sales cost and respective operating cost by passenger kilometres on domestic routes in 2010. Data provided by the Lithuanian Railways Passenger

Service Division.

** Average travel cost per kilometer is ticket price divided by travel distance. See www.toks.It
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Operating results: freight

Transportation of freight is the most important area of busi-
ness activity for Lithuanian Railways. The railway network is

mostly used for the transportation of bulk freight such as ce-

Freight transportation, million tons
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A total of 48.1 million tons of freight was transported using
the Lithuanian railway network in 2010 of which 70 percent
were transit shipments to and from Belarus and the Kalinin-
grad region. The average distance per one ton of freight stood at
279 kilometres in 2010. Overall, the volume of railway freight
was 10 percent higher in 2010 compared to the respective fig-
ure one year ago, primarily due to improving economic condi-
tions and higher volumes of foreign trade.

Freight by type, percent
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Strategic projects

Rail Baltica, a railway between Finland and Poland through
the three Baltic States, is one of the key transport projects
Lithuania is set to implement. In 2010, a list of top priority
measures was adopted by the Government. According to the
plan, the European-gauge line from Kaunas to the Lithuanian
and Polish border should be built by the end of 2013. The total
length of the Rail Baltica’s Lithuanian section is 330 kilome-
tres. The project, scheduled for completion in 2015, is valued
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Oil and oil products led the list of goods transported by rail-
ways, followed by chemical and mineral fertilisers, and cement.
Accordingly, Lithuanian Railways’ largest customers in 2010
were Orlen Lietuva, operator of an oil refinery, Achema and
Lifosa, fertiliser makers, and Akmenés Cementas, producer of
cement. This points to the fact that Lithuanian Railways’ cus-
tomer base is highly concentrated as freight volumes depend

largely on few large companies.

Food products and forage

Mineral products and ores

Solid mineral fuel

QOil and oil products

Organic and non-organic chemical products
Chemical and mineral fertilizers

Timber and paper

Textile materials and products

Black metals and scrap

Colour metals

Machinery, electric devices and vehicles
Other

Source: Lithuanian Railways, 2011

at LTL950m. The financing is provided by the EU Cohesion
Funds and TEN-T funds, as well as national budget allocations
and Lithuanian Railways’ own money.

Lithuanian Railways also carries out other projects which
include the modernisation of its rolling stock. In 2010, the
company bought its third electric two-deck train which offers
304 seats. In March, a €20m lending deal with the European
Investment Bank was signed to finance the purchase of ten new

Siemens ER20 locomotives. Compared to the old machines




Lithuanian Railways uses now, the new ones are much safer,
technically advanced, and environmentally friendly as they
consume 40 percent less diesel fuel.

In addition to that, Lithuanian Railways signed a multilateral
agreement in 2010 to develop the East-West Transport Corridor,
as part of the country’s efforts to integrate into the global trans-
port and logistics system. The EWTC is aimed at interconnecting
transport centres in Lithuania, Germany, Denmark and South-

ern Sweden with these in Belarus, Ukraine, Russia and Asia.

Seatransport

Lithuania has a 90.7 kilometre shoreline along the Baltic Sea
where two seaports, in Klaipéda and Sventoji, are located. They
are managed by the Klaipéda State Seaport Authority, the insti-
tution under the Ministry of Transport.

The port in Klaipéda is multimodal and universal, capable
of receiving deep-sea vessels. The port houses fifteen large and a
number of smaller companies operating in all sectors related to
the nautical business, such as freight handling, ship building, ship
repair, construction etc. The Port of Klaipéda is ice free enabling
continuous shipping and freight handling throughout the year.

Several important land routes link Klaipéda to key indus-
trial areas in Russia, Belarus, Ukraine and other countries. On
the other hand, Klaipéda is connected to Western Europe by
sea lines which stretch further to Asia and the Americas.

Lithuania’s commercial fleet includes eleven vessels oper-
ated by Lictuvos Jury Laivininkysté (Lithuanian Shipping
Company), majority owned by the State, as well as sixteen ships
owned by the Limarko Shipping Company, and eight ferries
operated by DFDS Seaways. In addition to that, several small
companies own at least one vessel each suitable for internation-
al freight transportation.

Sea transport development strategy and policies are implement-
ed by the Water Transport Division of the Ministry of Transport
and Communication. Apart from tha, it coordinates related pro-

jects and represents Lithuania in international organisations.

Operating results

The overall freight handling volume went up by more than
10 percent in the Port of Klaipéda in 2010 to reach an all-time

record of 31.3 million tons.

Freight handling, thousand tons
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Annual freight handling volumes in Klaipéda largely depend
on general economic conditions in Lithuania and abroad, espe-
cially in the countries which are important trade partners. Most
of the freight handled in Klaipéda arrives or is transported from
the port by railway. Hence, the volume of railway freight cor-
related with the workloads for many of the port’s companies. In
particular, the Port of Klaipéda receives freight delivered via the
Viking railway link which connects Klaipéda with the Black
Sea ports of Odessa and Ilyachovsh, through Minsk and Kiev.

The Port of Klaipéda, unlike its competitors in Riga, Vent-
spils and Muuga, offers diversified services aimed at handling dif-
ferent freight, such as containers, bulk cargo, oil products etc.
Competition-wise, this puts Klaipéda into a more favourable
position because the Lithuanian port is far less dependant on a
single type of goods and fluctuations in respective sectors of the
market. In Klaipéda, oil products and fertilisers each accounted
for 28 percent of the total freight handled in 2010, followed by
the Ro-Ro cargo (14 percent) and containers (11 percent).

The overall volume of oil products handled in the port
ebbed by 5 percent in 2010, in sharp contrast with the vol-
ume of fertilisers which soared by one-fourth. The increase was
mostly due to a new contract with Belaruskali, a Belarus com-
pany which exported a considerable part of potash fertilisers it
produces through Klaipéda in 2010.

Transit cargo, mostly delivered by Lithuanian companies, ac-
counted for about 40 percent of all freight handled in the port.
The overall volume of transit cargo rose by 18 percent in 2010,
compared to the respective figure a year ago. The volume of
freight originating in Latvia and Estonia decreased but that was
offset by a remarkable growth of cargo from Russia and other

CIS countries.

Freight structure in the Port of Klaipéda (2010),
percent

28

B Oil products
B Containers

Fertilisers M Ro-Ro freight
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Source: Klaipéda State Seaport Authority, 2011
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The ports on the eastern side of the Baltic Sea, including St.
Petersburg, Primorsk, Tallinn, Riga, Ventspils, Liepaja, Klaipéda,
the Batingé Terminal, and Kaliningrad, posted a rise of 5.7 per-
cent in combined freight turnover which reached 286 million
tons in 2010. In terms of the total cargo handling, Klaipéda was
ahead of Riga, Liepaja, Kaliningrad, and Ventspils but lagged be-
hind Tallinn. Among the ports of the three Baltic States, Klaipéda

enjoyed the top ranking in terms of container handling in 2010.
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The Port of Klaipéda operates in the environment marked by
fierce competition which spurs the upgrade of technologies and
improvement of service quality in order to attract more cargo.
In turn, the modernisation of the port itself offers better busi-
ness conditions for all the companies operating in the port.

A positive change in freight handling volume is largely influ-
enced by freight handling companies which enhance the capac-
ity, employ modern technologies, and adjust service fees. The
companies seek for minimum operational costs subject to the
best quality of services to be provided.

Freight handling by Eastern Baltic Sea ports, million tons

Seaport 2009 2010 Change, percent
1. | Primorsk 79,0 77,6 -2,0
2. | St. Petersburg 50,4 58,1 +15,2
3. | Tallinn 31,6 36,6 +16,0
4. | Klaipeda 27,9 31,3 +12,2
5. | Riga 29,7 30,5 +2,5
6. | Ventspils 26,6 24,8 -6,9
7. | Kaliningrad 12,4 13,8 +11,6
8. | Bltinge 8,4 9,0 +7,5
9. | Liepaja 4.4 4.4 +0,1

Total 270,5 286,0 +5,7

Source: Klaipéda State Seaport Authority, 2011

Strategic projects

Growing volumes of freight handling and transit cargo sug-
gest that the Port of Klaipéda must look for new ways to in-
crease its capacity. The Government has decided to build a new
LTL3.5bn deep-sea port capable of receiving larger vessels.

One more project is aimed at building a new port in
gventoji, some 20 kilometres north of Klaipéda, for small
ships and yachts. The works started in 2010 and the official
opening of the port in Sventoji took place on June 11, 2011.
The new port now features 72 mooring spots equipped with
power and water supply, as well as two container-type houses
for the port’s administration and supervising institutions. The
LTL224m project is financed by the EU Structural Funds and
the Klaipéda State Seaport Authority. The project is to be com-
pleted in 2015.
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Airports

Lithuania offers three international airports for air carri-
ers, in Vilnius, Kaunas, and Palanga. The air transport sector is
controlled by the Ministry of Transport and Communications
which is in charge of setting its development policies. Airports
are run by the three state-owned enterprises, while another
state-owned company of strategic importance, Oro Navigacija
(Air Navigation) provides air traffic management, communica-
tion and flight control services.

Operating results

Passenger and cargo handling, as well as non-aviation ser-
vices are the three main aspects which can be used to assess the
operating results of airports.

Passengers

The combined number of passengers at the Lithuanian air-
ports soared by 22 percent to reach almost 2.3 million in 2010.
Kaunas Airport posted the steepest increase in passenger vol-
ume, of 77 percent, while the number of passengers in Vilnius
edged up by 5 percent and slid by 9 percent in Palanga.

London, Riga, Dublin, and Frankfurt were among the most
popular destinations among travellers departing from Lithu-
ania in 2010.

Passengers at airports, thousand
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All the country’s airports were negatively influenced by the
volcano eruption in Iceland which grounded or delayed a num-
ber of flights.

Kaunas Airport advanced considerably by seizing a larger mar-
ket share, of more than 35 percent in 2010 from 24 percent a year
ago, in terms of passengers. The expansion was spurred by Ireland’s
low-cost carrier, Ryanair, which established its base in Kaunas.

Positive developments in Vilnius were partly offset by the
bankruptcy of Starl Airlines. On the other hand, Vilnius Airport
introduced a more flexible tariff policy shortly after which led to
signing a contract with Wizzair, a Hungarian low-cost airline.

Allin all, the number of direct flights from Lithuania stood
at 18 at the end 0f 2010.




Freight transportation

In Lithuania, the air cargo market is fairly small while the
competition between the country’s airports is virtually non-
existent in this field. In Vilnius, most of cargo is carried inside
aircraft baggage compartments, while in Kaunas cargo is han-
dled mainly by private operators. Due to those reasons, the
most objective comparison could be made at the country level
including Latvia and Estonia.

The comparison of Lithuanian, Latvian and Estonian air-

ports in the field of cargo handling is shown below.

Freight handling at airports across the Baltic Sta-
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Cargo volumes at airports are greatly influenced by general
economic developments. In 2010, the overall air cargo han-
dling in Lithuanian went up due to a notable increase in foreign
trade. Moreover, Kaunas Airport handled China-bound cargo
for eleven weeks in 2010 as part of the contract with Hoptrans,

alogistics company.

Non-aviation services

According to market surveys, non-aviation services, which
include advertising, catering, car parking, retail trade, car rent,
accommodation etc., normally account for more than 50 per-
cent of all revenue generated by airports worldwide. Moreo-
ver, this type of revenue has been gradually increasing in many
countries.

Non-aviation revenue at Kaunas Airport amounted to
LTL4.6m in 2010 topping the income from services directly
related to aviation. Compared to 2009, the non-aviation rev-
enue almost doubled in Kaunas. Car parking fees and incomes
from rent of office space and shops generated the largest por-
tion of revenue for Kaunas Airport.

In Vilnius, non-aviation income accounted for a mere 20
percent of all revenue in 2010 which points to a vast growth
potential. However, Vilnius Airport needs to accomplish land
planning procedures before offering more opportunities for

different non-aviation businesses.

TRANSPORT

Income by type of operations, million LTL

2009 2010

Avigtion Non—aviqtion Avigtion Non—avigtion

services services | services services

Vilnius 60,5 11,5 42,3 11,8
Kaunas 3,9 2,4 3,6 4,6

Source: airport data, 2011
Strategic projects

In the summer of 2010, Lithuania and Poland signed a pro-
tocol of intent to start the cooperation in the development of
the Functional Airspace Block in the Baltic region. FAB is a
key mechanism of the Single European Sky program aimed at
a more rational organisation of airspace and service provision
poised to meet the expectations of the airspace users.

A common institution would provide airspace control and
other services, when possible. A feasibility study concerning the
bilateral FAB cooperation between Lithuania and Poland is to
be completed in 2011. The document will evaluate the pros-
pects of the FAB agreement as well as its practical and technical
aspects. The cooperation is set to reduce the number of delayed
flights and increase the availability of airspace while boosting
the efficiency of services.

‘The modernisation of Kaunas Airport went on in 2010 the
main project there being the upgrade of a runway. All in all,
LTL18.5 has been spent for the modernisation with 85 percent
of the financing drawn from the EU funds.

Vilnius Airport accomplished several marketing and pub-
lic relations projects to boost general awareness of Vilnius and
Lithuania. As part of the program, the new website, rechar-
geinvilnius.com, was launched to provide information about
events in Vilnius. The new service enjoys considerable popular-
ity among users in Europe.

The airport continued its modernisation program by install-
ing new runway light systems and preparing for the upgrade of
the runway itself. To boost the non-aviation activity, the air-
port has offered more areas for café owners and retailers. Apart

from that, a new 107-place car parking was opened.
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Post

Lietuvos Pastas (Lithuanian Post) enjoys exclusive rights
to provide a number of services in Lithuania, such as collec-
tion, distribution and delivery of domestic and international
mail, and advertising material, up to 50 grams in weight. Other
companies operating in the market must charge fees at least 2.5
times higher than Lithuanian Post for the same services, ac-
cording to the Law on Post.

However, the Lithuanian postal service market faces gradu-
al liberalisation from the 1st of January 2013 with Lithuanian
Post losing its partial monopoly position. With this in mind, the
Government must ensure a smooth transition to the competitive
market and maintain quality of the universal postal services.

Operating results

A total of 71 companies providing mail and courier services
operated in Lithuania at the end of 2010, a decrease of almost
15 percent from a year ago, according to the Communications
Regulatory Authority (CRA). Of these, twelve companies of-
fered postal services.

The overall volume of postal and courier services, in mailing
units including delivery of advertising material, shrank by al-
most 12 percent, to 74.1 million units in 2010 from 83.9 units
a year ago. On the contrary, the total number of parcels deliv-
ered by couriers soared by 24 percent in 2010 to reach 5.1 mil-
lion from 4.1 million in 2009. The volume of incoming mail
and parcels was up by 2.6 percent and 9.2 percent respectively,
while the total number of outgoing parcels rose by 25.6 per-
cent. The volume of outgoing mail shrank by 12.7 percent in
2010.

The courier mail and parcel market was dominated by pri-
vate companies in 2010. They delivered 81 percent of all out-
going parcels and 78 percent of all incoming parcels. In turn,
Lithuanian Post took the leading role in the mail segment as
the company delivered 69 percent of all outgoing and 88 per-
cent of all incoming mail.

In terms of revenue, the total mailing and courier mar-
ket grew by 5.6 percent to reach LTL238.6m, compared
to LTL226.1m in 2009. Courier service providers posted
a 5.6 percent increase in aggregate revenue which stood at
LTL135.6m in 2010, while the companies operating in the
mail sector reported a 5.5 percent rise in revenue, to LTL103m.

136
200 128 97 103
0
2009 2010

B Courier service income
B Postal service income

Source: Communications Regulatory Authority, 2011
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Mail and courier market by revenue, million litas

Lithuanian Post accounted for 45 percent of the total mail
and courier market in terms of revenue, leaving 55 percent for
private companies, according to the CRA. Lithuanian Post’s
income from mail services was more than ten times higher than
that from courier services in 2010.

Growth of the company’s revenue from parcel delivery re-
flects greater overall scope of operations in this segment. On
the other hand, higher income from mail service points to
higher average prices as the total volume of services, in units,

decreased by almost 12 percent.

Strategic projects

The postal service market in Lithuania prepares for gradual
liberalisation from the beginning of 2013. Simultaneously,
similar changes are to be implemented in the Czech Republic,
Greece, Cyprus, Latvia, Luxembourg, Hungary, Malta, Poland,
Romania and Slovakia. Lithuania, just like other countries,
has been busy with preparing related legislation. The proposed
changes to the Law on Post are to be presented by the end of
2011 by a working group set by the Ministry of Transport and
Communication.

‘The working group comprised the representatives of a num-
ber of institutions and organisations working in or related to the
postal service market, such as the Express Carriers Association,
the Lithuanian Logistics Association, the Courier Service Asso-
ciation, Lithuanian Post etc.

Public discussions regarding the proposed changes were
launched in February 2010. Simultaneously, a broad harmonisa-
tion process was started involving a number of State and Govern-
ment institutions.

The new law is designed to spur the development of the sector
by liberalising the postal service market from the 1st of January
2013. Particularly, the Government wants to ensure sustainable
operations of the postal service infrastructure and uninterrupted
delivery of universal postal services throughout the country. The
second round of harmonisation of the new legislation, involving
state institutions and independent experts, is to be carried out by
the end of 2011.

To ensure a more efficient control of the market, which
will translate into a stricter supervision over service providers
in the first place, the Ministry of Transport and Communica-
tion has been implementing a number of measures in order to
ensure higher service quality and broader responsibility of the
companies operating in the sector. In particular, the CRA has
been granted a right to apply sanctions over the service providers
which neglect the requirements set in the legislation which regu-

lates their operations.




Strategic projects in the transport sector are described below.

Project

Public logistic centres

Via Baltica

Rail Baltica

Deep-sea port in
Klaipéda

Port in Sventoji
Reconstruction of the

road between Vilnius
and Utena

Project description

Four public logistic centres in Vilnius, Kaunas, Siauliai and Klaipeda
will be built

Road segments in Lithuania will be reconstructed and upgraded

A railway between Finland and Poland, via Lithuania, Latvia and
Estonia, will be built

A new seaport for large vessels will be built

A new port for small boats and yachts will be built

60 km of road will be upgraded

Total estimated value of the projects is LTL5.6bn

TRANSPORT

Investment

LTL121m in Vilnius
LTLOOm in Kaunas
LTL48m in Siauliai
LTL48m in Klaipeda

LTL500m

LTLO50m

LTL3.5bn

LTL224m

LTL121m
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Overview

This section comprises the state-owned enterprises which
can not be attributed to transport, energy, or forestry sectors.
The companies, several of which are presented in more detail
below, are involved in various areas of activity, such as expertise
and quality assessment, plate-marking, specific repairs, coin-

ing, cartridge production etc. Moreover, some of them work

OTHER ENTERPRISES

All in all, there are 70 state-owned enterprises which do
not belong to the three main sectors. Four of them, namely
the Lithuanian Radio and Television Centre, Jonavos Griidai
(Jonava Grain), Silutés Polderiai (Siluté Polders), and Giraités
Ginkluotés Gamykla (Giraité Armament Factory), are of par-

ticular importance for the country’s national security.

in the fields of data management, publishing, healthcare, insur-

ance, licensing, and experimental engineering.

Largest enterprises by assets, turnover and personnel

State enterprise Turnover in 2010, Assets in 2010, Number of State interest,
LTL thousand LTL thousand employees percent
Deposit and Investment Insurance 990 1546 054 10 100
Lithuanian Oil Product Agency 57 907 398 699 49 100
Property Bank 5929 278823 63 100
State Property Fund 4579 13092 106 100
Agriculture Loan Warranty Fund, UAB 3279 259122 19 100
Vilnius Castles Directorate 572 248144 11 100
Mortgage Insurance, UAB 12105 175478 37 100
Lithuanian Radio and Television Centre, AB 67 544 167 874 399 100
Toksika, UAB 3635 138500 63 92.5
Lithuanian Agriculture and Food Product Market 14 936 120 031 50 100
Centre of Registers 83 766 81162 1613 100
Giraité Armament Factory 14 937 61862 147 100
Investment and Business Warranties, UAB 4911 56 151 25 100
Regitra 67 021 54 525 496 100
t::gisgi’agféhibition and Congress Centre 11813 47 766 196 98.7
Lithuanian Monuments 16478 24 525 68 100
Mint of Lithuania, UAB 34 467 2216 55 100
Total, the above enterprises 403 790 3664 024 3337 100
The above enterprises vs. all companies in this 67.7 1.1 49.4
sector, percent
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Property Bank and the State Property Fund

Following the Parliament’s decision, the legal status of the
Property Bank was changed to a state enterprise from a pub-
lic company from the 1st of April 2011. The change has been
implemented in line with the new strategy aimed at centralised
management of state-owned property which has been adopted
by the Government and covers the period through 2016. Re-
markably, the strategy calls for the merger of the Property Bank
and the State Property Fund.

The new entity which will be created after the merger will
implement the State policies related to the management of
state-owned property. It will also continue privatisation of state
assets and will be involved in the administration of bank loans
as far as the interests of the State are concerned. The merger of
the two institutions is to be completed by mid-2012. This is
why the two organisations are outlined in a single chapter.

Administration of the state-guaranteed loans and other li-
abilities is one of the key activity areas of the Property Bank.
Apart from that, it deals with the European Union’s funds and
other financing that has been used by Lithuanian companies
in contradiction to the domestic and European legislation. In
such cases, the eventual objective is returning the money to the
State budget.

The Property Bank’s responsibilities also include renova-

tion, maintenance and management of the state-owned prop-

Number of objects

Method of privatisation

2009

Open auction 93

Direct negotiations

erty. For instance, the renovation of several buildings of the
Vilnius Regional Police Headquarters and the construction
of the Obstetrics and Surgery Unit at the Vilnius University
Hospital in Santariskés is to be completed by the end of 2011.
In addition to that, several other new buildings will be erected
under the supervision of the Property Bank. These projects
are financed with the money received from sale of property no
longer used by public organisations.

The State Property Fund, established in 1998, is responsible
for the privatisation of state-owned enterprises and other assets.
'The Fund manages the list of public assets put for sale, prepares
information bulletins and sends them out to potential inves-
tors. It also signs privatisation deals in the name of the Govern-
ment and supervises their implementation so that all financial
and other conditions embedded in the privatisation contracts
are observed. In 2010, a total of 145 companies and other state-
owned entities were privatised of which 138 were controlled by
the central Government while the remaining seven were run by
municipalities.

In certain instances, the Fund is authorised to restructure
state-owned enterprises, especially when the reshuffle helps
boost their value or simplifies the procedures of privatisation.
On the other hand, the Fund acts as a liquidator of bankrupt
enterprises. In 2010, the Fund supervised liquidation proce-

dures in 23 companies.

Privatisation price, LTL thousand
2009 2010
137 21299 26 366
1 - 48.8

In 2011, the Fund plans to complete 140 privatisation deals
earning an estimated 23,000 litas in pre-tax profits on a total
revenue of LTL5.31m.

Lithuanian Radio and Television Centre

Controlled by the Ministry of Transport and Communica-
tions, this organisation is one of the largest state-owned enter-
prises by revenue outside the three main business sectors. The
Lithuanian Radio and Television Centre provides radio and
television broadcasting services and offers wireless data trans-
mission services throughout the country. Most of the LRTC’s
operations fall under the supervision of the Communications
Regulatory Authority.

In the field of radio and television broadcasting, the LRTC
enjoys monopoly position, hence the fees charged for its services
can not be higher than the corresponding costs, according to the
related legislation.

The LRTC launched its wireless data transmission services
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Source: State Property Fund
in 2002 employing the WiMAX technology. The broadband

service, under the Mezon brand, is now the second-largest in
Lithuania in terms of coverage reaching about 65 percent of the
country’s residents. In this highly competitive market, Mezon is
rivalled by several other broadband service providers. In order
to attract new customers, the LRTC plans to build a number of
low-range transmission stations which will enable it to expand
the coverage area considerably.

By the end of 2012, the analogue television broadcasting will
be replaced by digital terrestrial broadcasting in Lithuania. The
latter one will ensure more effective utilisation of radio frequen-
cy and allow expanding the portfolio of services offered. To sus-
tain high-level digital services, the LRTC will expand its DVB-T
network throughout the country via installing new transmission
stations. The number of transmission stations is to reach 91 by
the end of 2013, compared to 61 planned for the end of 2011.
The digital television network will cover as much as 95 percent

of the country’s territory by the end of 2013.




Giraité Armament Factory

Based in the vicinity of Kaunas, the Girait¢ Armament Fac-
tory (GAF) is the only enterprise in Lithuania manufacturing the
NATO-standard production, mainly cartridges. The company
exports about 90 percent of its output to Europe and the United
States. Armed forces of the NATO member states as well as other
military organisations and special forces of a number of countries
are among the company’s key customers.

However, GAF’s production capacity is insufficient to offer
larger batches of cartridges at lower prices. This puts a substantial
limit on the factory’s capability to compete with other suppliers.

Several scenarios, including privatisation and finding a strate-
gic partner for the company, have been discussed over recent years.
‘The main objective is to expand its manufacturing capacity which,
in turn, would allow the company enter new markets and cut costs
by purchasing materials in larger quantities and at lower prices.

In 2011, the company is selling cartridges manufactured in
2009 and even earlier which have been stored in warehouses.
Simultaneously, GAF is designing its new development strategy
aimed at reducing costs and setting new objectives.

Regitra

Management of the country’s car and car owners’ registers and
registering vehicles in Lithuania are the two main areas of activity
of Regitra, the state enterprise under the Ministry of the Interior.

To ensure a better training for future drivers, Regitra launched
afree online service in 2011 which provides data about typical mis-
takes made by people while passing the driving licence exams. The
information can be used by all drivers’ schools in Lithuania so that
they can alter their programs accordingly and put a specific em-
phasis on certain aspects of driving skills during training.

In 2011, another computerised system, which allows central-
ised accumulation and analysis of examination data, was put into
use. It will help improve the process of examination.

Lithuanian Exhibition and Congress Centre

Litexpo is the largest organisation of its kind in the Baltic
States in terms of number of events, revenue, and the total area of
exposition available. Operating under the Ministry of Economy,
Litexpo organises more than 20 international exhibitions and
about 500 conferences, seminars and other events each year.

Litexpo offers a total of 32,700 square metres of exhibition
area in five halls and on external grounds.

The centre faces plenty of events in the second half of
2013 and before as Lithuania will take over the presidency of
the Council of the European Union from July 1, 2013 for six
months. According to the schedule drafted by the Ministry of
Foreign Affairs, many top level events will take place at Litexpo
during that period. Prior to that, the centre will undergo sub-
stantial modernisation which will be financed with European
Union and the Ministry of Economy funds.

Lithuanian Mint

Controlled by the Bank of Lithuania, the mint produces cent
and litas coins for official circulation. In addition to that, the com-

OTHER ENTERPRISES

pany manufactures metal dies and punches for various purposes,
as well as envelope address marking plaques, clichés for printing
houses and performs other complex engraving work. The com-
pany has the exclusive right to make relief embossers with the em-
blem of the Republic of Lithuania.

In 2011, the Lithuanian Mint offered a new series of silver
medals dedicated to the European Basketball Championships
held in Lithuania. In addition to that, two coins for collectors were
minted in 2011. The first one is dedicated to the Lithuanian thea-
tre while the second one commemorates the 150th anniversary of
Gabrielé Petkevicaite-Bité, Lithuania’s famous female writer.

Financial and operating results

Thousand LTL Other
PROFIT AND LOSS STATEMENT 2009 2010
Sales revenue 552865 | 596 758
Cost of goods sold 447383 | 490082
Gross profit (loss) 105482 | 106676
Gross profit margin 191 % 17,9 %
Operating cost 143363 | 139686
Operating profit (loss) -37881| -33010
EBIT margin -6,9 % -5,6 %
EBITDA 29425 31895
EBITDA margin 5,3 % 5,3 %
Net profit (loss) -31692| -24934
Net profit margin -5,7 % -4,2 %
Minority interest 725 630
BALANCE SHEET 2009 2010
ASSETS
Fixed assets 2207166 |2 871 336
Intangible assets 16 660 16221
Tangible assets 1020502 | 1 022 868
Financial assets 1131380 (1578624
Other fixed assets 38624 | 253623
Current assets 1400520 1149624
Inventories and prepaid expenses 665734 | 471598
Accounts receivable in one year 121786 98 891
Other current assets 549847 | 452865
Cash and cash equivalents 63154 | 126270
TOTAL ASSETS 3607 686 |4 020 960
EQUITY AND LIABILITIES
Total equity 10654751094 866
Minority shareholder equity 14 439 15082
Subsidies 402503 | 426 650
Liabilities 2139707 |2499 444
Long-term liabilities 1845514 |2 236 761
Short-term liabilities 294193 | 262683
Financial liabilities 309931 | 323278
TOTAL EQUITY AND LIABILITIES 3607 686 |4 020 960
KEY INDICATORS 2009 2010
Debt to assets 29,5 % 27,2 %
Debt to equity 29,1 % 29,5 %
ROA** -0,8 % -0,6 %
ROCE** -2,5% -2,1%
ROE** -2,7% -2,0%
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Staff 7197 6757
Investor return 7 265 10468
Dividends 3379 7219
Property tax 38386 3248

* Profitability ratios exclude taxes on property deducted from operating costs.

In terms of sheer number, the companies and organisations
in this group account for more than half of all state-owned en-
terprises. However, their combined assets and revenue represent
just 13 percent of the total assets owned and 9 percent revenue
generated by all state-owned enterprises.

Their combined revenue went up by almost 8 percent in
2010 but profitability remained stagnant leaving this group of
companies in an aggregate loss. The negative overall results, both
in 2010 and 2009, were hugely influenced by Busto Paskoly

Draudimas (Housing Mortgage Insurance) which reported a
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LTL44m netloss in 2010 and a LTL42m net loss in 2009.

Many of the remaining companies operated profitably in
2010 as their combined net profit soared by 88 percent com-
pared to the respective figure one year ago, to reach LTL19.6m.
The rise in profits was mainly influenced by a healthy revenue
growth which outpaced the rise of costs. The combined divi-
dends more than doubled to LTL7.2m in 2010.

Despite that, many enterprises in this group show consider-
able fluctuations in their annual financial and operating results.
This fact points to the urgent need to boost their efficiency,
partly by separating their commercial and non-commercial op-
erations as well as setting objective and realistic targets. More
radical measures should be taken against the companies which
have been reporting loss for several years in a row.

The charts below show the main trends related to the changes
in combined revenue, EBIT and net profit margins, as well as
equity, financial liabilities, return on equity, and return on as-
sets in 2009 and 2010.
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ENTERPRISE IN DETAIL

G Licrovos GELEZINKELIAY

As an independent state-owned enter-
prise, Lietuvos Gelezinkeliai (Lithuanian
Railways) started its operations from the
Ist of January 1992. The company is a
member of several international organi-
sations, including the International Rail
Transport Committee (CIT), the Com-
munity of European Railway and Infra-
structure Companies (CER), and the In-
ternational Union of Railways (UIC).

Operations

Lithuanian Railways offers freight and
passenger transportation services in
Lithuania and on international routes. In
addition to that, the company maintains
and develops the national railway net-
work.

In the freight market, the company’s
customer base is highly concentrated as
its cargo volume and revenue largely de-
pends on several key clients, such as Orlen
Lietuva (oil products), Lifosa (fertilisers),
Akmenés Cementas (cement), Achema
(fertilisers), Dolomitas (dolomite).

The overall volume of freight transported
by Lithuanian Railways stood at48.1 mil-
lion tons in 2010, up by almost 13 per-
cent from a year ago. Improved overall
economic conditions and a more flexible
policy of tariffs were the two key factors
behind the increase.

In the passenger market, Lithuanian Rail-
ways reversed the trend of steep slump
in annual numbers, recorded in 2005
through 2009, carrying a total of 4.36
million passengers in 2010. New double-
deck train cars and marketing campaigns
helped to maintain the level of passengers
which equaled the respective result in
20009.
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Top management

Chief executive officer

Stasys Dailydka

Board members

Ariinas Staras (chairman), Stasys
Dailydka, Simas Garuolis, Paulius

Jankauskas, Tomas Karpavicius

Financial results

Total revenue stood at just over LTL1.4bn
in 2010, up by more than 18 percent from
ayear ago. Freight transportation revenue
accounted for almost 86 percent of the
total. Average costs per 1,000 ton-kilome-
tres of freight edged up to reach LTL82,
compared to LTL79 in 2009, primarily
due to higher fuel prices.

Net profit soared almost five-fold to
LTL68.9m despite a huge loss, of nearly
LTL140m, from passenger transporta-
tion. The company’s investment totalled
LTL640m in 2010.

Dividends amounted to ITL56.4m,
which represents a 12.5-fold increase
compared to 2009.

http://www.litrail I¢
Thousand LTL
[PROFIT AND LOSS STATEMENT 2009 2010
Sales revenue 11855673 | 1404243
Cost of goods sold 1034611 | 1166978
Gross profit (loss) 150962 | 237 266
Gross profit margin 12,7 % 16,9 %
Operating cost 128080 | 151701
Operating profit (loss) 22882 85564
EBIT margin 1,9% 6,1 %
EBITDA 334713 | 417580
EBITDA margin 28,2 % 29,7 %
Net profit (loss) 14 036 68 889
Net profit margin 1,2% 4,95
BALANCE SHEET 2009 2010
ASSETS
Fixed assets 3803120 | 4154 389
Intangible assets 156192 14 871
Tangible assets 3775612 |4 122800
Financial assets 6018 6130
Other fixed assets 6298 105687
Current assets 337964 | 355934
Inventories and prepaid
expenses 121478 | 158568
Accounts receivableinoneyear | 146449 | 129406
Other current assets 40961 4044
Cash and cash equivalents 29076 63916
TOTAL ASSETS 4141084 | 4510323
EQUITY AND LIABILITIES
Total equity 2198663 | 2619474
Minority shareholder equity 0 0
Subsidies 1078626 | 1082333
Liabilities 863795 | 808515
Long-term liabilities 436419 | 464804
Short-term liabilities 427376 | 343711
Financial liabilities 503969 | 504 402
TOTAL EQUITY AND
LIABILITIES 4141084 | 4510323
Key ratios 2009 2010
Debt to assets 53,1 % 58,1 %
Debt to equity 22,9% 19,3 %
ROA 0,3 % 1,5%
ROCE 0,8 % 2,7%
ROE 0,6 % 2,6 %
Other data 2009 2010
Staff 11800 11632
Number of top executives 6 6
Average gross monthly salaries 12734 11790
of top managers, in LTL
Dividends 4500 56 400
hareholders 2009 2010
State interest 100,0% | 100,0 %

Shareholders

O

M Interest owned by the State — 100 percent




LIETUVOS PASTAS

Lietuvos Pastas (Lithuanian Post), as a
separate company, was established in
1992 during a major reshuffle of the
Lithuanian communications system. The
company is a member of the Universal
Postal Union, the Association of Euro-
pean Public Postal Operators (PostEurop)
and takes part in the activities of the Inter-
national Post Corporation, and the Nor-
dic Postal Union.

Operations

Lithuanian Post provides mail delivery
and courier services throughout Lithu-
ania alongside press subscription delivery
services in remote rural areas. In terms
of its customers, the company covers the
entire country by delivering services to
all types of companies and organisations,
public institutions, and private individu-
als.

The overall service volume, in units, stood
atjustover 202 million in 2010, up by 4.4
percent compared to the respective figure
one year ago. The decrease was primarily
caused by the ongoing fundamental shift
in people’s behaviour as they opt for elec-
tronic communication more often. The
company posted lower activity levels in
all the key sectors, including mail, courier,
and financial services. Delivery of adver-
tising material was the only segment to
stand out showing a 41 percent increase

over the respective figure in 2009.

Financial results

Sales revenue retreated by 13.4 percent to
stand at LTL174.1m in 2010 due to lower
volumes in all key business areas as the
company’s market share shrank because

of the competition with private compa-

Top management

Chief executive officer

Lina Minderiené

Board members

Rimvydas Vastakas (chairman), Paulius
Jankauskas, Alminas Maciulis, Tomas
Pilukas, Jurgita Soblinskiené

nies. On the other hand, Lithuanian Post
worked towards business optimisation,
through the closure of some of its regional
outlets and greater centralisation of op-
erations. This helped reduce the overall
operating costs by as much as 43 percent
and trim the aggregate loss more than six-
fold, to LTL10.2m.

A considerable portion of the overall loss
is generated by the press subscription
delivery in rural areas, the service which
the company provides as part of its non-
commercial activity. In 2010, the total
loss from these operations amounted to
LTL25.6m.

The loss-making Lithuanian Post has
not paid any dividends for several recent
years. However, the company plans to re-
portan overall profitin 2011.

Lithuanian Post is set to boost the quality
of services by introducing new technol-
ogy-based solutions, such as self-service
parcel registration terminals, as well as
new courier, financial, and on-line ser-

vices.

ENTERPRISE IN DETAIL

http:/[www.post.lt
Thousand LTL
[PROFIT AND LOSS STATEMENT 2009 2010
Sales revenue 201110 | 174137
Cost of goods sold 190709 | 141486
Gross profit (loss) 10402 32651
Gross profit margin 52% 18,8 %
Operating cost 75446 45782
Operating profit (loss) -65 044 -13131
EBIT margin -32,3% -7,5%
EBITDA -51 495 -3201
EBITDA margin -25,6 % -1,8%
Net profit (loss) -63 033 -10230
Net profit margin -31,3% -5,9 %
BALANCE SHEET 2009 2010
ASSETS
Fixed assets 184181 177 260
Intangible assets 6356 4177
Tangible assets 177726 | 171274
Financial assets 98 89
Other fixed assets 0 1720
Current assets 57 436 42506
I&/ggf&gggs and prepaid 4473 5468
Accounts receivable in one year 28908 27 343
Other current assets 0 0
Cash and cash equivalents 24055 9696
TOTAL ASSETS 241617 | 219766
EQUITY AND LIABILITIES
Total equity 127773 | 113074
Minority shareholder equity 0 0
Subsidies 150 14
Liabilities 113694 | 106677
Long-term liabilities 10408 24756
Short-term liabilities 103 286 81921
Financial liabilities 19192 21972
[ 241617 | 219766
[Key ratios 2009 2010
Debt to assets 52,9 % 51,5%
Debt to equity 15,0 % 19,4 %
ROA -26,1 % -4,7 %
ROCE -44,3 % -9,7%
ROE -49,3 % -9,0%
Staff 7856 6870
Number of top executives 4 6
N gossmontlysdars | o | sert
Dividend paid 0 0
hareholders 2009 2010
State interest 100,0% | 100,0 %

Shareholders

O

M Interest owned by the State — 100 percent
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Klaipédos Valstybinio Jary Uosto Direk-
cija (The Klaipéda State Seaport Author-
ity), which manages the port’s infrastruc-
ture, was established in 1991. The KSSA
is a member of four international organi-
sations which unite similar institutions in
Europe and the Baltic States.

Operations

The KSSA supervises and manages the
Port of Klaipéda, including its land, water
area, berths and piers, quay equipment,
navigation channels and other infrastruc-
ture. The KSSA collects infrastructure
fees, rents land inside the port, prepares
and carries out port development and up-
grade projects, and implements security
measures.

Seaports in Riga, Tallinn, Kaliningrad
and other cities along the eastern shore
of the Baltic Sea are the most important
competitors for the Port of Klaipéda.

The KSSAs largest customers are
Klaipédos  Nafta (Klaipeda Oil),
Klaipédos Jary Kroviniy Kompanija
(Klaipéda Stevedoring Company), and
Bega, another private stevedoring firm.

A total of 31.3 million tons of cargo was
handled in the Port of Klaipéda in 2010
which represents a 12.2 percent rise over
the respective figure in 2009. The over-
all improvement was recorded despite
lower oil handling volumes which nor-
mally account for about one-third of the
total freight. This was compensated by a
considerable increase in all other types of
cargo, primarily due to better overall eco-
nomic conditions in Lithuania and neigh-
bouring countries.

In 2010, the KSSA continued several in-
vestment projects aimed at building new
and upgrading existing quays. In addition
to that, preparatory works related to the
opening of the new seaport in Sventoji
and the construction of the new open-sea
port in Klaipéda were carried out. The
KSSA was also involved in the planning of
land and infrastructure for the Public Lo-
gistics Centre to be built in the territory of
the Port of Klaipéda.
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Top management

Chief executive officer

Eugenijus Gentvilas

Board members

Ariinas Staras (chairman), Rolandas
Brazinskas, Juozas Darulis, Eugenijus
Gentvilas, Paulius Jankauskas

Financial results

The KSSA’s total revenue amounted to
LTL148.4m in 2010, up by 3.5 percent
compared to the respective figure one
year ago. The rise in revenue was primar-
ily caused by a higher number of vessels
handled. On the other hand, the overall
operating costs soared by 26 percent,
mostly due to seabed cleaning operations
and the revaluation of fixed assets. In ad-
dition to that, the financial costs rose as
a result of negative trends in currency ex-
change rates.

Total profits went down by 22 percent to
LTL54.5m in 2010, however, the KSSA’s
efficiency, measured in operating revenue
per employee, edged up for the third year
in a row, to LTL560,000, which repre-
sents a 5 percent improvement compared
to the respective indicator in 2009.

Like all other state enterprises, the KSSA
does not pay dividends, according to the
legislation in force.

The KSSA’s key objectives are related to
the integration into the European trans-
port networks and the development of
the port infrastructure while ensuring
safe and secure operations. Drawing more
transit freight from Belarus and Russia are

among top priorities as well.

http://www.portofklaipeda.lt

Thousand LTL
PROFIT AND LOSS STATEMENT 2009 2010
Sales revenue 143308 | 148393
Cost of goods sold - -
Gross profit (loss) 143308 | 148393
Gross profit margin 100,0% | 100,0 %
Operating cost 68 425 86 256
Operating profit (loss) 74883 62137
EBIT margin 52,3 % 41,9 %
EBITDA 110171 97 884
EBITDA margin 76,9 % 66,0 %
Net profit (loss) 70025 54 468
Net profit margin 48,9 % 36,7 %
ASSETS
Fixed assets 1073421 | 1096 205
Intangible assets 3991 3429
Tangible assets 1069430 | 1092776
Financial assets 0 0
Other fixed assets 0 0
Current assets 70766 92 987
gw;sgr::ggs and prepaid 637 2087
Accounts receivable in one year 32717 27 980
Other current assets 6000 0
Cash and cash equivalents 31412 62 920
TOTAL ASSETS 1144187 | 1189192
EQUITY AND LIABILITIES
Total equity 974165 | 1 029 686
Minority shareholder equity - -
Subsidies 35757 38921
Liabilities 134265 | 120585
Long-term liabilities 103976 88 483
Short-term liabilities 30289 32102
Financial liabilities 123008 | 108138
[ 1144187 | 1189192
Debt to assets 85,1 % 86,6 %
Debt to equity 12,6 % 10,5 %
ROA* 6,3 % 4,7 %
ROCE* 7,0% 5,6 %
ROE* 7,3% 54 %
Staff 270 266
Number of top executives 5 5
Property tax 1785 1721
Shareholders 2009 2010
State interest 100,0% | 100,0 %

* Profitability ratios exclude taxes on property deducted from
operating costs.
** Average monthly salary for first three quarters of 2010.

Shareholders

O

M Interest owned by the State — 100 percent




Klaipédos Nafta (Klaipéda Oil), a public
company, was extablished in 1994 by the

Lithuanian firm Naftos Terminalas (Oil
Terminal) and Lancaster Steel Inc, a US-
based company;, as part of the oil terminal
reconstruction project. Klaipéda Oil is
listed on the Nasdaq OMX Vilnius Stock
Exchange.

Operations

The company specialises in oil product
handling through the terminal it operates
inside the Port of Klaipéda, and related
services, such as crude oil storage, unload-
ing of imported petrol and diesel fuel into
tank-trucks, assessment of oil products’
quality, tanker mooring and supplying
them with fuel and water. The company
handles oil products imported from Rus-
sia and Belarus for their re-export to the
West.

Otlen Lietuva, an operator of the Lithu-
ania’s sole oil refinery, is Klaipéda Oil’s
main customer while its key competitor
is the oil product terminal in Ventspils,
Latvia.

In 2010, Klaipéda Oil handled a total of
eight million tons of oil products which
represents a minute 3 percent increase
compared to the overall handling volume
in 2009. The annual results were slightly
hampered by extremely cold weather in
December 2010 which disrupted normal
oil handling operations.

Financial results

The company’s total revenue grew by 6
percent to LTL123m in 2010, mostly
due to improved economic sentiment and
higher oil handling volumes. The com-
pany’s new operating principles, aimed
at bypassing intermediaries, added to the

Top management

Chief executive officer

Rokas Masiulis

Board members

Romas Svedas, Arvydas Darulis, Kestutis
Zilénas, Virgilijus Poderys, Rokas Masi-
ulis

Supervising council members
Valentinas Milaknis, Kestutis Skiudas,
Eimantas Kiudulas

Audit committee members

Eimantas Kiudulas,

Simonas Rimasauskas, Mindaugas Jusius

positive overall results. On the other hand,
total costs went up by 24 percent, largely
due to asset write-offs. Higher power
and fuel prices and an increase in railway
transportation fees also contributed to the
overall cost growth. As a result, net profit
slid by 28 percent to LTL26.1m.

Total investment stood at LTL72m in
2010 as the company prepares for the
construction of the new terminal for the
imports of liquefied natural gas. With
this goal is mind, the Government has
exempted Klaipéda Oil from paying divi-
dends. Instead, the company has been
accumulating its profits by investing
them in low-risk securities in Lithuania
and abroad. The liquefied gas terminal is
scheduled to be built by the end 0f 2014.

ENTERPRISE IN DETAIL

http://www.oil.1t/
Thousand LTL
PROFIT AND LOSS STATEMENT 2009 2010
Sales revenue 116211 123032
Cost of goods sold 70851 77765
Gross profit (loss) 45 360 45 267
Gross profit margin 39,0 % 36,8 %
Operating cost 5785 17 002
Operating profit (loss) 39595 28304
EBIT margin 34,1 % 23,0 %
EBITDA 59843 59 508
EBITDA margin 51,5 % 48,4 %
Net profit (loss) 36 286 26 097
Net profit margin 31,2% 212%
BALANCE SHEET 2009 2010
ASSETS
Fixed assets 410291 396 150
Intangible assets 103 395
Tangible assets 410113 | 387590
Financial assets 0 8124
Other fixed assets 75 41
Current assets 56 947 77 756
g:/sgrt]gggs and prepaid 3892 4290
Accounts receivable in one year 7123 5532
Other current assets 4744 38433
Cash and cash equivalents 41188 29 501
TOTAL ASSETS 467238 | 473906
EQUITY AND LIABILITIES
Total equity 445319 | 455016
Minority shareholder equity 0 0
Subsidies 0 0
Liabilities 21919 18890
Long-term liabilities 10783 9271
Short-term liabilities 11136 9619
Financial liabilities 0 0
| 467238 | 473906
Key ratios 2009 2010
Debt to assets 95,3 % 96,0 %
Debt to equity 4,9 % 4.2 %
ROA 8,5 % 6,0 %
ROCE 8,9 % 6,2 %
ROE 8,1 % 5,7 %
Other data 2009 2010
Staff 301 306
Number of top executives 5 6
Average gross monthly salaries 20957 18579
of top managers, in LTL
Dividend paid 16 400 0
[Shareholders 2009 2010
State interest 70,6 % 70,6 %

Shareholders, percent

3,16
4,17

12,46

M The Lithuanian State - 70.6 percent
& Achema Group - 9.6 percent

H Skandinavska Enskilda Banken funds — 4.2 percent

M Swedbank funds - 3.2 percent
- Minor shareholders —12.4 percent
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ENTERPRISE IN DETAIL

@ TELE:==: CENTRAS

Lietuvos Radijo ir Televizijos Centras
(The Lithuanian Radio and Television
Centre) traces its roots to 1926 when
first Lithuanian radio programmes were
broadcasted. The company’s contempo-
rary history commenced in 1991. Part of
the LRTC’s operations are licensed and
supervised by the Communications Reg-
ulatory Authority. Due to LRTC’s domi-
nant position in the radio and TV broad-
casting market, the company must adjust
its service fees so that they match its costs.

Operations

The LRTC, which had enjoyed monopoly
rights to render radio and TV broadcast-
ing services using terrestrial analogue
systems for several decades, operates the
best-developed network throughout Lith-
uania. Since 2005, the company, together
with Teo LT, a provider of fixed-line tel-
ephone service, has been developing the
network for digital broadcasting. All the
analogue broadcasting of radio and TV
programmes will be switched off by the
end 0f 2010 in Lithuania.

Apart from that, the LRTC has been de-
veloping its broadband service, under
the Mezon brand, based on the WiMAX
technology. In this area, LRTC is compet-
ing with the country’s three operators of
mobile communication networks.

Financial results
The

LTL67.6m and was marginally lower

overall revenue amounted to
compared to the respective figure in
2009. Net profits stood at just less than
LTL1.2m which represents an improve-
ment compared to 2009 when the com-
pany reported a loss of LTL0.6m. Lower

overall costs and higher revenue from
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Chief executive officer

Gediminas Stirbys

Board members

Paulius Jankauskas, Janina Laskauskiené,
Vidas Ramanavicius, Rimvydas Vastakas

non-core operations were the main fac-
tors behind the increased profitability.
According to the current legislation, the
profit-making state companies must allo-
cate dividends equalling at least 7 percent
of their equity but not exceeding 80 per-
cent of their distributable net profits.

The LRTC has been in litigation over
an LTL8.4m debt unpaid by the Lithu-
anian National Radio and Television since
2009. The value of the debt has not been
written-off nor reduced in the LRTC'’s fi-
nancial reporting for 2010 which is based
on the Lithuanian Accounting Standards.
In addition to that, LRTC’s financial doc-
uments ignore the impact of the ongoing
withdrawal from the analogue terrestrial
broadcasting on the value of the compa-
ny’s fixed assets and its revenue.

In its mission, the LRTC aims at becom-
ing the country’s most competent pro-
vider of data transmission services using
wireless technologies. On the other hand,
the company will continue developing its
digital terrestrial TV broadcasting net-
work.

http://[www.lrtc.lt
Thousand LTL
[PROFIT AND LOSS STATEMENT 2009 2010"
Sales revenue 68041 67 544
Cost of goods sold 48 285 48995
Gross profit (loss) 19757 18 549
Gross profit margin 29,0 % 27,5%
Operating cost 18421 16 907
Operating profit (loss) 1336 1642
EBIT margin 2,0% 2,4 %
EBITDA 18781 21022
EBITDA margin 27,6 % 31,1 %
Net profit (loss) -621 1161
Net profit margin -0,9 % 1,7 %
BALANCE SHEET 2009 2010"
ASSETS
Fixed assets 142657 | 133897
Intangible assets 840 808
Tangible assets 141765 | 133041
Financial assets 51 47
Other fixed assets 0 0
Current assets 20 852 23978
gy;gégggs and prepaid 6765 4600
Accounts receivable in one year 13415 16 288
Other current assets 0 0
Cash and cash equivalents 671 3090
TOTAL ASSETS 163508 | 157874
EQUITY AND LIABILITIES
Total equity 97724 98 884
Minority shareholder equity 0 0
Subsidies 0 0
Liabilities 65785 58 990
Long-term liabilities 50442 37900
Short-term liabilities 15343 21090
Financial liabilities 58911 52941
[T 163508 | 157874
Key ratios 2009 2010"
Debt to assets 59,8 % 62,6 %
Debt to equity 60,3 % 53,5 %
ROA -0,4 % 0,7 %
ROCE 0,9 % 1,1%
ROE -0,6 % 1,2%
Staff 484 399
Number of top executives 5 5
Dividend paid 0 1016
hareholders 2009 2010
State interest 100,0% | 100,0 %

* Data from financial reports not approved by sharcholders.

Shareholders

O

M Interest owned by the State — 100 percent
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ORO NAVIGACIJA

Oro Navigacija (Air Navigation), the
state-owned enterprise, was established
in 2001 after the reorganisation of the
former Civil Aviation Directorate. The
company is a member of several interna-
tional bodies, including the International
Civil Aviation Organisation, and the Eu-
ropean Civil Aviation Conference. The
company’s responsibilities and operations
are stringently directed by a number of
international treaties and regulations, in-
cluding the Convention on International

Civil Aviation.

Operations

Through Air Navigation, Lithuania is im-
plementing its international obligation
of providing a number of specialised ser-
vices, such as air traffic management and
supervision, communication with crews,
navigation, as well as meteorological ser-
vices.

In 2010, Air Navigation enjoyed a flaw-
less record of operations as no flights were
delayed as a result of its actions and no
claims whatsoever were raised against the
company. Its operations related to flight
safety and security, as well as fee collec-
tion, matched the international quality
standards.

Opverall, the company managed and su-
pervised more than 173,200 flights in
2010, three out of four of them being
transit ones. The total number of flights
increased by almost 9 percent in 2010
while the number of transit flights edged
up by 6 percent, compared to the respec-
tive figures in 2009. A total of 1,634
flights were cancelled due to the volcano
eruption in Iceland in 2010.

The majority of aircraft Air Navigation
renders its services to are operated by
carriers based in Scandinavia, Western
Europe and the Commonwealth of In-

Top management

Chief executive officer

Algimantas Ras¢ius

Board members

Tomas Karpavicius (chairman), Agné
Katkut¢, Janina Laskauskiené, Algimantas
Ras¢ius ir Janina Zukauskiené

dependent States. Airbaltic, Finnair and
Lufthansa led the list of most active air-

lines in the Lithuanian air space in 2010.

Financial results
Improving  economic  environment
helped boost the overall number of flights
serviced which, in turn, lifted Air Navi-
gation’s total revenue by 12 percent in
2010, to LTL73m. On the cost side, the
relative increase was almost the same, of
11.6 percent, as total cost of sales amount-
ed to LTL53.7m. Net profit stood at
LTL616,900 in 2010.

According to the European Union regula-
tion, the company must compensate the
surplus revenue which exceeds its costs
and investment to the users of the Lithu-
anian air space. Therefore, Air Navigation
will repay a total of LTL4.6m by lowering
service fees in 2012. As a state company,
Air Navigation has no obligation of pay-
ing dividends.

The company’s strategic development
plan, which covers 2011 through 2015, is

aimed at increasing service efficiency and

quality.

ENTERPRISE IN DETAIL

http://www.ans.It/
Thousand LTL
[PROFIT AND LOSS STATEMENT 2009 2010
Sales revenue 65148 72981
Cost of goods sold 48169 53734
Gross profit (loss) 16 979 19247
Gross profit margin 26,1 % 26,4 %
Operating cost 18706 18128
Operating profit (loss) -1727 1119
EBIT margin -2,7% 1,5 %
EBITDA 7729 13492
EBITDA margin 11,9% 18,5 %
Net profit (loss) -28 617
Net profit margin 0,0 % 0,8 %
BALANCE SHEET 2009 2010
ASSETS
Fixed assets 118286 | 127105
Intangible assets 6512 10749
Tangible assets 111775 | 112356
Financial assets 0 4000
Other fixed assets 0 0
Current assets 40 447 32867
gw)z/senr:gggs and prepaid 1808 913
Accounts receivable in one year 14 243 16203
Other current assets 20000 0
Cash and cash equivalents 4396 156752
TOTAL ASSETS 158734 | 159972
EQUITY AND LIABILITIES
Total equity 1563220 | 153837
Minority shareholder equity = =
Subsidies 2410 2041
Liabilities 3103 4094
Long-term liabilities 0 0
Short-term liabilities 3103 4094
Financial liabilities 0 0
| 158734 | 159972
[Key ratios 2009 2010
Debt to assets 96,5 % 96,2 %
Debt to equity 0,0 % 0,0 %
ROA* 0,6 % 0,9 %
ROCE* -0,4 % 1,3%
ROE* 0,6 % 0,9 %
Staff 320 316
Number of top executives 5 5
rerage grossmontly s | 10150 10224
Property tax 1077 876
hareholders 2009 2010
State interest 100,0% | 100,0 %

* Profitability ratios exclude taxes on property deducted from
operating costs.

Shareholders

O

M Interest owned by the State — 100 percent
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ENTERPRISE IN DETAIL

Vilniaus oro uostas

Vilniaus Oro Uostas (Vilnius Airport), es-
tablished by the Ministry of Transport and
Communications in September 1991, is a
member of the Airports Council Interna-
tional Europe and maintains co-operation

ties with a number of European airports.

Operations

While managing the airport facilities in
Vilnius, the company renders a number
of services to its customers. The aviation-
related operations include passenger and
cargo handling, and services for airlines
and other aircraft operators. The non-avia-
tion activity covers rent of commercial area
inside the airport, management of parking
lots, lodging, and advertising. Fees paid by
companies using the airport’s infrastruc-
ture constitute the largest portion of the
company’s revenue.

Direct flights connect Vilnius with 19
destinations in Western and Central Eu-
rope, as well as in Scndinavia, Ukraine
and Russia. A total of 13 airlines operated
scheduled flights from Vilnius in 2010 the
airport’s main competitors being its coun-
terparts in Tallinn, Riga and Kaunas.
Overall, Vilnius Airport handled more
than 1.7 million passengers and 26,000
flights in 2010 which represents an in-
crease of 5 percent and 16 percent respec-
tively compared to a year ago. Having
introduced a more flexible fee structure,
Vilnius Airport attracted new carriers. This
lead to an increase in the overall passen-
ger number which would have been even
higher but for the eruption of a volcano
in Iceland which caused a cancellation of
385 flights in Lithuania. Ryanair, the Irish
low-cost carrier which launched its base in
Kaunas in 2010, and the bankruptcy of
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the Vilnius-based Starl Airlines, have also
contributed to slower growth in passenger
numbers in Vilnius

Financial results

Due to a more flexible tariff policy intro-
duced in 2010, Vilnius Airport handled
more flights and passengers but saw its
overall revenue decline by almost a third,
to LTL42.3m. The growth of the com-
pany’s non-aviation revenue and lower
operating costs was not enough to offset a
slump in income from aviation services. As
a result, Vilnius Airport posted a net loss of
LTL8.6m for 2010. Despite that, the com-
pany paid a total of LTL1.1m in profit tax
as its non-aviation services generated prof-
its. The overall loss in 2010 was almost two
times lower than a year ago (LTL17m).
Opver the coming years, Vilnius Airport is
to work towards the increase in volumes of
aviation-related and non-aviation services,
higher operating efliciency, and more com-
fort and security both for passengers and
businesses.

http://www.vilnius-airport.lt

Thousand LTL

[PROFIT AND LOSS STATEMENT 2009 2010
Sales revenue 60480 42310
Cost of goods sold 69 080 45 406
Gross profit (loss) -8 600 -3096
Gross profit margin -14,2% -7,3%
Operating cost 14873 13877
Operating profit (loss) -23473 | -16973
EBIT margin -38,8 % -40,1 %
EBITDA 360 3087
EBITDA margin 0,6 % 7,3%
Net profit (loss) -17010 -8614
Net profit margin -281% | -20,4%
BALANCE SHEET 2009 2010
ASSETS
Fixed assets 322582 | 302411
Intangible assets 994 763
Tangible assets 321343 | 301458
Financial assets 245 0
Other fixed assets 0 190
Current assets 13529 16875
gw)z/senr:gggs and prepaid 2082 2056
Accounts receivable in one year 9673 9127
Other current assets 192 214
Cash and cash equivalents 1582 5478
TOTAL ASSETS 336111 | 319286
EQUITY AND LIABILITIES
Total equity 255076 | 246 462
Minority shareholder equity = =
Subsidies 23965 22177
Liabilities 57070 50 647
Long-term liabilities 43636 38182
Short-term liabilities 13434 12465
Financial liabilities 48 636 43 637
| 336111 | 319286
[Key ratios 2009 2010
Debt to assets 75,9 % 77,2%
Debt to equity 191% | 17,7%
ROA* -4,9% -2,6 %
ROCE* -75% -5,7%
ROE* -6,4 % -3,4 %
Staff 645 412
Number of top executives n.d. 6
Mo gossmentiyesares | o | 7eot
Property tax 715 370
hareholders 2009 2010
State interest 100,0% | 100,0 %

* Profitability ratios exclude taxes on property deducted from
operating costs.

Shareholders

O

M Interest owned by the State — 100 percent
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ENTERPRISE IN DETAIL

http:/Iwww.ljl.1t

g~ | PROFIT AND LOSS STATEMENT 2009 2010
Sales revenue 59181 62172
Cost of goods sold 85977 79 666
Lictuvos jiing laivininkysté Gross profit (loss) 26796 -17494
Gross profit margin -45,3 % -28,1 %
Operating cost 4936 5135
. . . . Operating profit (loss) -31732 -22 629
Lietuvos Jary Laivininkyst¢ (Lithuanian Top management EBIT margin 536%  -36.4%
Shipping Company, LJL), as a public com- EBITDA -4063 3478
pany, has been operating since 2001 after SEMEGIER 5.0 IO 6%
X h h h Net profit (loss) -28875 -39134
its predecessor, LISCO, had gone throug Net profit margin 488%  62.9%
a major restructuring. Majority owned by BALANCE SHEET 2009 2010
the State, LJL is listed on the Nasdag OMX A_SSETS
. Fixed assets 283955 239318
Vilnius Stock Exchange. Intangible assets 35 39
Tangible assets 283920 239279
H Financial assets 0 0
Operations
. . . . Other fixed assets 0 0
Based in Klaipéda, LJL operates in the in-  Chief executive officer o ym— 5474 9253
ternational shipping market mainly trans-  Arvydas Bogocionkas legggggs and prepaid 3116 2626
porting metals, timber, bulk and general Board members _—
N Accounts receivable in one year 1116 4560
cargo. The company owns eleven dry bulk  Arainas Staras (chairman), Jelena Other cuent assets 0 o
and multipurpose vessels, ten of which op-  Antonevi¢, Arvydas Bogocionkas, Juozas Cash and cash equivalents 1242 2067
erated under time charter and other types  Darulis, Viduté Sarkiené TOTAL ASSETS 289429 248571
of contracts in 2010. One cargo ship was ~ Supervising council members EQUITY AND LIABILITIES
Operated by the company itself. LJES com- Rolandas Braiinskas, Ona Barauskiené, Total equity 202184 163050
. . L . I . . v Minority shareholder equity 0 0
mercial routes link Klaipéda to portsin the ~ Kazimieras Gimbutis, Helena Rogoza,

: : Evaldas Zacharevicius Subsidies 0 0
Baltic Sea and the Mediterranean, as well =V Libilities 87245 85521
as Western Europe and North America. In Long-term liabilfies 62595 53184

. . Short-term liabilties 24650 328337

ition to that, LJL offers comprehensi
addition to that, L]L offers comprehensive ) ) Financial iabilties 73469 76002
crew management services including crew  in 2010. Total operating costs edged up by TOTAL EQUITY AND .

. . . . . . >
planning, training and certification. 4 percent despite the sale of the company’s s R
two ships in order to reduce debt. Higher  Debt to assets 699%  656%
- . . . . i [ o,
Financial results fuel prices, negative currency fluctuations ggk/’\t to eauty ?i’g ;’ jg’s ;’
-10,0 % -15,7 %
Total revenue edged up by 5 percent to  and depreciation of fixed assets were the goce 115%  05%
reach LTL62m in 2010 despite aslight de-  main factors behind the overall growth of ~ ROE -143%  -240%
. . Other data 2009 2010
cline, of 4 percent, in the overall cargo vol-  costs.
) - ) Staff 426 366
ume which amounted to 1.43 million tons  1JTs net loss stood at LTL39.1m for the | . top execLives 9 9
for the whole year. Continuing negative ef- ~ whole year, up by almost 36 percent com-  Ayerage gross monthly salaries o oor
. . . of top managers, in LTL
fects of the global economic slowdownand  pared to the respective figure in 2009. o o manag
Dividend paid 0 0

higher availability of dry cargo vessels in
the market were the two major challenges
the company faced in 2010.

Short-term charter revenue almost dou-
bled in 2010. The key time charter income,
however, remained virtually unchanged
compared to 2009 which resulted in the

overall revenue growth of a mere 5 percent

In the coming years, the company aims
at broader diversification and higher effi-
ciency of its operations. LJL plans to un-
dertake financial procedures to ensure its
liquidity, stable financial flows, and capital
adequacy. To develop its business, LJL is
eyeing the EU Structural Funds as a source
to finance investment.

hareholders
State interest

2009
56,7 %

2010
56,7 %

Shareholders, percent

M The Lithuanian State - 56.7 percent

1 Swedbank Estonia - 5.6 percent

B DFDS AS - 5.5 percent

1 Achema Group - 5.2 percent

M Lithuanian State Property Fund - 4.6 percent
4 Minor shareholders - 22.4 percent
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ENTERPRISE IN DETAIL

Generaliné Misky, Urédija (The Directorate
General of State Forests, DGSF) is a budg-
etary organisation which controls 42 state-
owned forest enterprises. In turn, they carry
out commercial and non-commercial opera-
tions in most of the country’s forests owned

by the State.

Operations

DGSF coordinates activities of all state-
owned forest enterprises which cover logging
and sale of timber as well as forest replant-
ing and protection. Forest areas controlled
by state-owned forest enterprises vary from
13,000 to 39,000 hectares while the total
area under the supervision of DGSF stood at
just over one million hectares as of the end of
2010.

A total of 835 hectares of new forest was
planted by state-owned forest enterprises in
2010 at a total cost of almost LTL2m. One of
the large-scale projects, launched in 2010, is
aimed at building automatic fire surveillance
systems that should cover all state-owned for-
ests by the end of 2013. In addition to that,
DGSEF has introduced the software to man-

age round wood sales in state-owned forests.

Financial results

The aggregate sales revenue of the 42 state-
owned forest enterprises soared by one-fifth
in 2010 to reach LTL415m. The rise in rev-
enue was recorded despite a marginal slump,
ofless than 5 percent, in the overall volume of
round wood sold which stood at 3.37 million
cubic metres.

The aggregate net profits went up by 16.5
times, to LTL39.6m, mostly due to higher
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Director

Benjaminas Sakalauskas
Deputy directors
Zdislovas Truskauskas, Gintaras Visalga

timber prices. Net profit margin jumped to
10 percent from a mere 1 percent in 2009.
State-owned forest enterprises pay taxes on
raw materials based on the total value of
timber and round wood sold. The overall
allocations from this type of taxation al-
most doubled in 2010 to reach I'TL37.6m
compared to LTL20.4m in 2009 contrib-
uting largely to considerably higher total
operating expenses which went up by
19 percent, to LTL221m, in 2010, from
LTL186m in one year ago.

The most successful state-owned forest
enterprises enjoyed net profit margins of
around 22 percent to 23 percent while the
least efficient ones reported the margins of
just several percent and even lower.

In order to boost operating efficiency and
supervision, boards are mandatory for all
state-owned forest enterprises from 2011.
The aggregate financial reporting includes
the indicatory value of forests (LTL3.1bn)
which has been added to total tangible as-

sets and equity.

http://www.gmu.lt
Thousand LTL
[PROFIT AND LOSS STATEMENT 2009 2010
Sales revenue 344557 | 414977
Cost of goods sold 160505 | 1563317
Gross profit (loss) 184052 | 261660
Gross profit margin 53,4 % 63,1 %
Operating cost 185679 | 220873
Operating profit (loss) -1627 40787
EBIT margin -0,5 % 9,8 %
EBITDA 29 057 70 896
EBITDA margin 8,4 % 17,1 %
Net profit (loss) 2420 39603
Net profit margin 0,7 % 9,5 %
BALANCE SHEET 2009 2010
ASSETS
Fixed assets 3362408 | 3377 294
Intangible assets 197 240
Tangible assets 3359810 | 3367 930
Financial assets 23 3937
Other fixed assets 2378 5188
Current assets 189476 | 231437
gggggggs and prepaid 72135 | 80933

Accounts receivable in one year 23896 27977

Other current assets 57109 68 164
Cash and cash equivalents 36 337 54 364
TOTAL ASSETS 3551884 | 3608732
EQUITY AND LIABILITIES
Total equity 3508317 | 3549097
Minority shareholder equity 0 0
Subsidies 10453 17 509
Liabilities 33115 42126
Long-term liabilities 4139 3137
Short-term liabilities 28976 38989
Financial liabilities 4098 4776
| 3551884 3608732
Debt to assets 98,8 % 98,3 %
Debt to equity 0,1% 0,1%
ROA* 0,7 % 21%
ROCE* 0,7 % 2,3%
ROE* 0,7 % 21 %
Other data 2009 2010
Staff** 3859 3811
Number of top executives™* 3 4
Investor return 25213 42398
Property tax 4852 4821
Raw materials tax 20362 37577
hareholders 2009 2010
State interest 100,0% | 100,0 %

Taxes on property and raw materials have been deducted from
total operating costs while calculating profitability ratios.
** Total number of employees in 42 state-owned forest enterpri-

ses.
*** Includes salaries of the DGSF’s director, his chief adviser, and
deputy directors.

Shareholders

O

o Interest owned by the State — 100 percent

Note: DGSF is a budgetary organisation; all state forest
enterprises are 100 percent owned by the State.




lesto

LESTO, an operator of the country’s power
grids, was established following a merger of
two grid operators, RST and VST, formetly
in charge of power distribution and supply in
Eastern and Western part of Lithuania. For-
mally, LESTO started its operations on the
Ist of January 2011. Apart from the power
grids, the LESTO Group comprises four oth-
er companies providing specialised services to
the parent company and other state-owned
energy firms. LESTO is listed on the Nasdaq
OMX Vilnius Stock Exchange.

Operations

LESTO distributes power throughout Lithu-
ania and supplies it to users which include
almost 1.5 million households and other
private clients and nearly 60,000 business
customers. LESTO has established a nation-
wide service network which comprises 52
customer care outlets in all regions.

In 2010, a total of 7,724 million kilowatt-
hours of electricity was distributed by RST
and VST which formally can be attributed to
the present-day LESTO. This almost equals
the respective result one year ago. However,
the overall volume of power sold went down
by 25 percent, from 7,755 million kWh to
5,793 million kWh, as a considerable num-
ber of users chose independent suppliers in
2010.

Total investment made by RST and VST,
mostly to the upgrade of infrastructure,
amounted to LTL267m in 2010.

Financial results

Aggregate financial data of VST and RST
has been used providing LESTO’s financial
reporting for 2010 and 2009 because the
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company itself formally started its operations
from the first day 2011.

In 2010, the overall net loss stood at LTL56m
which represents a more than four-fold in-
crease compared to the respective result one
year ago. Operating profit margin slumped
to just less than 30 percent from 39 percent
in 2009 mainly due to higher power purchase
costs after the closure of the Ignalina Nuclear
Power Plant. They went up by LTL315m or
more than 25 percent.

The decrease in the operating profit margin
was also influenced by lower power distribu-
tion fees set by the National Control Com-
mission for Prices and Energy for 2010. The
aggregate revenue edged up by 5 percent, to
LTL2.423bn.

The aggregate EBITDA takes into account
considerable asset depreciation and revalua-
tion which took place in 2009. Higher over-
all costs and revaluation of fixed assets also
contributed to the decrease of the aggregate
EBITDA.

ENTERPRISE IN DETAIL

http://www.lesto.lt
Thousand LTL
[PROFIT AND LOSS STATEMENT 2009 2010
Sales revenue 2315945 | 2423 348
Cost of goods sold 1406418 | 1704 186
Gross profit (loss) 909527 | 719162
Gross profit margin 39,3 % 29,7 %
Operating cost 930627 | 790781
Operating profit (loss) -21100 | -71619
EBIT margin -0,9 % -3,0%
EBITDA 627892 | 409196
EBITDA margin 271 % 16,9 %
Net profit (loss) -13,790 | -56 834
Net profit margin -0,6 % -2,3%
BALANCE SHEET 2009 2010
ASSETS
Fixed assets 5260798 | 5047 601
Intangible assets 3929 4871
Tangible assets 5238697 | 4832162
Financial assets 0| 198071
Other fixed assets 18172 12497
Current assets 478034 | 381969
'e”)z’;gggggs and prepaid 37637| 39916
Accounts receivable inone year | 222978 | 203 962
Other current assets 118418 6267
Cash and cash equivalents 99 001 131824
TOTAL ASSETS 5738832 | 5429570
EQUITY AND LIABILITIES
Total equity 3803180 | 3639025
Minority shareholder equity 0 0
Subsidies 41284 39811
Liabilities 1885364 | 1739677
Long-term liabilities 1359416 | 1009 033
Short-term liabilities 525948 | 730644
Financial liabilities 669368 | 272469
| 5738832 | 5429570
Key ratios 2009 2010
Debt to assets 66,3 % 67,0 %
Debt to equity 17,6 % 7,5%
ROA -0,2% -1,0%
ROCE -0,56% -1,8%
ROE -0,4% -1,6%
Other data 2009 2010
Staff 3674 3696
Number of top executives 6 4+
e gross monty o2 | 5p55 | 2027+
Dividend paid 105920 60998
hareholders 2009 2010
State interest 82,6 % 82,6 %

*  Aggregate data of two former power grids.
** Data of Ryty Skirstomieji Tinklai, AB for 2010.

Shareholders, percent

= ‘

H The Lithuanian State - 82.6 percent

8 E.ON Ruhrgas International GmbH -11.8
percent

4 Minor shareholders - 5.6 percent
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.

N
W LIETUVOS ENERGLIA

As a public company, Lietuvos Energija
(Lithuanian Energy) was established in De-
cember 1995 after the reshuffle of the former
state-controlled power distribution and sup-
ply system. At the end 02010, a second major
reform of the system took place leading to the
creation of several new business entities, such
as Litgrid which assumed control over the
high-voltage power lines formerly operated by
Lithuanian Energy.

Operations

Lithuanian Energy currently controls three
power generating facilities which will all be
merged into a single organisation by the end
of 2011. The company is also in charge of a
wholesale trade in electricity. In addition to
that, Lithuanian Energy is a direct owner of
several smaller specialised firms providing
repair, data management, and other services.
Lithuanian Energy is listed on the Nasdaq
OMX Vilnius Stock Exchange.

Allin all, the three power plants controlled by
Lithuanian Energy generated 30 percent of
power consumed by the country’s private and
corporate usets. About two thirds of the total
volume was generated by the power station in
Elektrénai. In 2010, Lithuanian Energy was
involved in power imports from Belarus, Lat-
via and Estonia. On the other hand, Finland,
Latvia and Estonia were the key power export
markets.

A total of five terawatt-hours of electricity were
traded by Lithuanian Energy through the Na-
tional Power Exchange in 2010 as the compa-

ny maintained its key role in this area.

Financial results

The Lithuanian Power Plant in Elektrénai was
included into the group of Lithuanian Energy
companies from September 2010. This has to
be taken into account when comparing con-
solidated results 0f 2009 and 2010. In addition
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to that, Lithuanian Energy handed over high-
voltage power lines and other assets to Litgrid
and other companies at the end 0of 2010.

The overall structure and operations of the
company underwent considerable changes in
2010 which poses serious difficulties when it
comes to comparing Lithuanian Energy’s re-
sults of 2009 and 2010. For instance, the in-
clusion of the Lithuanian Power Plant added
a huge amount to the group’s total financial
liabilities. On the other hand, the actual value
of fixed assets is significantly lower than that
reported which means that the actual return
on assets is higher than the stated figure.
Lithuanian Energy’s total dividends stood at
LTL89m for 2010, or 18.2 cents per share.
‘The company is one of the key players in im-
plementing the National Energy Strategy
aimed at the diversification of energy supplies
and strengthening the country’s independ-
ence.

A new combined-cycle power generation unit,
to be built at the Lithuanian Power Plant in
Elektrénai by the end 0f 2012, is one of major
projects currently under implementation by
Lithuanian Energy.

http://www.lpc.lt

Thousand LTL

[PROFIT AND LOSS STATEMENT 2009 2010
Sales revenue 286748 | 1277 353
Cost of goods sold - -
Gross profit (loss) 286 748 |1 277 353
Gross profit margin 100,0% | 100,0 %
Operating cost 205269 | 1153217
Operating profit (loss) 81479 | 124136
EBIT margin 28,4 % 9,7 %
EBITDA 88191 | 178475
EBITDA margin 30,8 % 14 %
Net profit (loss) 20583 | 124004
Minority interest 7,2% 9,7 %
BALANCE SHEET 2009 2010
ASSETS
Fixed assets 2867782 | 3220762
Intangible assets 2455 57 084
Tangible assets 28388532997 713
Financial assets 26474 | 164764
Other fixed assets 0 1201
Current assets 334752 | 440735
'e”x"ggrggggs and prepaid 13582 | 145182
Accounts receivableinoneyear | 247910 | 200 002
Other current assets 17 160 8626
Cash and cash equivalents 54167 86925
TOTAL ASSETS 3202534 | 3661497
EQUITY AND LIABILITIES
Total equity 2655864 | 1877575
Minority shareholder equity 0 46 351
Subsidies 71420 | 872957
Liabilities 475250 | 910965
Long-term liabilities 264249 | 644297
Short-term liabilities 211001 | 266668
Financial liabilities 16297 | 549888
| 3202534 | 3661497
[Key ratios 2009 2010
Debt to assets 82,9 % 50 %
Debt to equity 0,6 % 30 %
ROA 0,6 % 3,4 %
ROCE 0,2% 3,1%
ROE 0,8 % 6,8 %
Staff 1227 946
Number of top executives* 6 2
Staff 48 266 89049
hareholders 2009 2010
State interest 97,5 % 97,5 %

Administration in 2010 includes CEO and CFO; top mana-

gement in 2009.

Financial data in the profit and loss statement represent

continuous operations only.

** Administration in 2010 includes CEO and CFO; top mana-
gement in 2009.

Shareholders, percent

3

# The Lithuanian State - 97.5 percent
4 Minor shareholders - 2.5 percent

*




LITGRD >

Litgrid, an operator of the high-voltage
power transmission network in Lithu-
ania, was established at the end 0f 2010. It
took over assets related to power grid ope-
rations from Lithuanian Energy. Together
with its subsidiary, Baltpool, Litgrid ma-
nages and supervises trading in electricity
at the National Power Exchange. Litgrid
is listed on the Nasdaq OMX Vilnius
Stock Exchange.

Operations

Power transmission and power grid ma-
nagement throughout Lithuania are
Litgrid’s principal areas of activity. In
2010, a total of 9.26 billion kilowatt-
hours of electricity was transmitted via
the company’s high-voltage network re-
presenting a marginal increase, of 1 per-
cent, in volume compared to the respecti-
ve figure in 2009. In addition to that, a
total of 8.12 billion kWH were traded at
the National Power Exchange in 2010.
Litgrid’s area of responsibilities also covers
the upgrade of the domestic power trans-
mission network which is being made
ready to work in a synchronised mode as
part of the European power transmission
system.

In addition to that, Litgrid is in charge of
two key energy projects, NordBalt and
LitPol, aimed at interconnecting Lithu-
ania’s power system with that of Sweden
and Poland, respectively.

In 2010, Litgrid completed the cons-
truction of the power distribution station
in Biténai, in Western Lithuania. This
project increases the reliability of power
supplies and safeguards Western Lithu-
anian users from transmission disruptions
in the Kaliningrad Region.

Top management

Chief executive officer

Virgilijus Poderys

Board members

Romas Svedas, Violeta Grei&iuviené,
Gintaras Labutis, Virgilijus Poderys,
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Financial results

There are no financial data representing
the year 2009 as Litgrid was formally
established on the 16th of November
2010. The group’s revenue amounted to
LTL97.2m while its net profits stood at
LTL2.4m.

Litgrid’s fixed assets are overvalued in the
company’s financial documents, compa-
red to its actual value. The discrepancies
are mostly due to the fact that service ta-
riffs are set by respective legislation. On
the other hand, Litgrid, as many other
energy enterprises in Lithuania, is un-
dergoing a rapid technological reshuffle
which causes the revaluation of its assets.
All in all, this means that Litgrid’s actual
financial results, especially return on as-
sets, are better than reported.

Over the coming years, the company
aims at maintaining stable operations of
the country’s power transmission system.
Gradually, it has to be prepared for inte-
gration into the pan-European network,
in line with the EU’s Third Energy Packa-
ge. As part of the broader project, Litgrid
will contribute to the creation of the com-

mon power market in the Baltic States.

ENTERPRISE IN DETAIL

http://www.litgrid.eu

Thousand LTL

[PROFIT AND LOSS STATEMENT 2009* 2010
Sales revenue 90 266
Cost of goods sold -
Gross profit (loss) 90 266
Gross profit margin 100,0 %
Operating cost 94 168
Operating profit (loss) -3902
EBIT margin -4,3 %
EBITDA 0
EBITDA margin 0,0 %
Net profit (loss) 2373
Net profit margin 2,6 %
BALANCE SHEET 2009* 2010
ASSETS
Fixed assets 2088299
Intangible assets 1750
Tangible assets 2064817
Financial assets 21407
Other fixed assets 325
Current assets 273 094
Ien)z/senrggggs and prepaid 4508
Accounts receivable in one year 149 922
Other current assets 43000
Cash and cash equivalents 75 664
TOTAL ASSETS 2361393
EQUITY AND LIABILITIES
Total equity 1928 848
Minority shareholder equity 3359
Subsidies 42 349
Liabilities 390196
Long-term liabilities 209 503
Short-term liabilities 180693
Financial liabilities 2526
AT S
[Key ratios 2009* 2010
Debt to assets 81,7 %
Debt to equity 0,1%
ROA 0,1 %
ROCE -0,2%
ROE 0,1 %
Staff 618
Number of top executives 22
Asrage ross moniy ks
Dividend paid 0
hareholders 2009* 2010
State interest 97,5 %

* Litgrid AB was set up on 16 November 2010 as a result of the
restructuring of Lithuanian Energy AB.

Shareholders, percent

3

# The Lithuanian State - 97.5 percent
4 Minor shareholders - 2.5 percent
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VAE

Visagino Atominé Elektrine (Visaginas
Nuclear Power Plant, VNPP) which is in
charge of building of a new nuclear facility
in the vicinity of Visaginas and the decom-
missioning of the old one, was established
in August 2008. VNPP controls, directly
and indirectly, a group of energy companies
operating in power generation, transmission,

distribution, sales, and other areas.

Operations

Management of projects related to proper
preparation for the construction of the new
nuclear power plant is VNPP’s key objective
in the opening stage. In May 2010, three Bal-
tic States and Poland signed a communiqué
declaring their readiness to cooperate in the
implementation of various energy projects,
including the VNPP. A high-ranking inter-
national working group has been formed to
supervise all key aspects related to the cons-
truction of the new facility.

A thorough analysis of land plots allocated for
the new nuclear power plant was completed
in 2010. The evaluation, commissioned by
the VNPP, has been carried out in accordance
to the requirements set by the International
Atomic Energy Agency. Land planning pro-
cedures were completed in 2010 as well.

In addition to that, international consultants
presented two studies which assess functio-
ning of transport and supply chains during
the construction of the power plant. Envi-
ronmental safety of the construction site and

roads has been audited too.

Financial results

To ensure an objective comparison of data,
financial reports of the VNPP and the com-
panies controlled by the group have been
integrated while eliminating transactions
between them. In other words, the aggrega-
te data is based on a theoretical assumption
that the VNPP group existed both in 2009
and 2010.

The VNPP’s profit, less that attributable to
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minority shareholders, increased by 23 per-
cent in 2010, to LTL13.9m, despite growing
costs of services which edged up due to higher
electricity purchase expenses. However, the
overall operation costs were lower than these
in 2009 while the total revenue rose by 6 per-
centin 2010.

Operating costs went down primarily as a
result of revaluation of assets owned by the
companies controlled by the VNPR The
revaluation, which took place in 2009, has
lowered the value of the VNPP’s assets by
LTL449m.

On the other hand, the value of the group’s
fixed assets went up by LTL444m in 2010
due to large projects under way. Total long-
term liabilities increased as well, mainly due
to borrowing by the Lithuanian Power Plant
which is building a new power generation
unit.

The impact of specific issues related to market
regulation and asset valuation will continue
to be particularly noticeable for the group’s
financial results. In many instances, the actu-
al value of fixed assets owned by the group’s
companies is lower than that stated in the
financial reports. This means that the overall
financial results of the group are better that
those reported.

http://www.vae.lt
Thousand LTL
[PROFIT AND LOSS STATEMENT 2009 2010
Sales revenue 2898 644| 3072364
Cost of goods sold 2613179| 2507 808
Gross profit (loss) 285465| 564 556
Gross profit margin 9,8 % 18,4 %
Operating cost 504 484 546914
Operating profit (loss) -219019 17 642
EBIT margin -7,6 % 0,6 %
EBITDA 947 417 735325
EBITDA margin 32,7 % 23,9 %
Net profit (loss) 10662 18443
Net profit margin 0,4 % 0,6 %
BALANCE SHEET 2009 2010
ASSETS
Fixed assets 10283241|10645100
Intangible assets 330423 363 130
Tangible assets 974856710192 157
Financial assets 26771 28485
Other fixed assets 177 480 61328
Current assets 898225 859914
g‘x";grﬁgggs and prepaid 73975| 155191
Accounts receivable in one year 436 316 295 166
Other current assets 86 405 66 557
Cash and cash equivalents 301 529 343 000
TOTAL ASSETS 11181466 |11 505 014
EQUITY AND LIABILITIES
Total equity 7919092| 7880056
Minority shareholder equity 900800 800323
Subsidies 815150 942 542
Liabilities 2447224| 2682416
Long-term liabilities 1749162| 1366185
Short-term liabilities 698062 1316231
Financial liabilities 840618| 1089802
[ 1118146611 505 014
[Key ratios 2009 2010
Debt to assets 70,8 % 68,5 %
Debt to equity 10,6 % 13,8 %
ROA 0,1 % 0,2 %
ROCE -2,5% 0,2 %
ROE 0,1 % 0,2 %
Staff 6164 5892
Number of top executives n.d. n.d.
Average gross monthly salaries el el
of top managers, in LTL
Dividend paid 0 0
IShareholders 2009 2010
State interest 100,0 % 100,0 %

Shareholders, percent

O

o Interest owned by the State — 100 percent*

*Interest controlled through LEO LT, AB which is fully
owned by the State.




Turto bankas (The Property bank) was es-
tablished in 1996, in the aftermath of the
banking crisis which swept the country at
the end of 1995. Initially, the new institu-
tion was in charge of managing low-quali-
ty assets taken over from failed banks.

In April 2011, the legal status of the PB
was changed to the state enterprise as a
step towards its merger with the State Pro-
perty Fund, another public organisation
involved in similar field of activity. The
new organisation, set to start operations
in the middle 0f 2012, will carry out most
of functions related to the management of
the state-owned property.

Operations

PB is in charge of sale of low-quality as-
sets under its jurisdiction. It administers
the repayment of bank loans guaranteed
by the State. In addition to that, PB ma-
nages and supervises projects aimed at
renovation of buildings owned by public
institutions.

The total value of liabilities administered
by PB halved in 2010 to LTL50m at the
end of the year from LTL102m in 2009.
The steep decrease was primarily caused
by improved economic situation in the
country. On the other hand, the total va-
lue of liabilities recovered went down as
well, from LTL6m in 2009 to I'TL2.3m
in 2010. This can be explained by the fact
that PB mainly administers loans issued
to now bankrupt companies which have
no property which can be used for debt
repayment.

At the end of 2010, PB controlled 215
buildings and other real estate of which
124 were put for sale. A total of 78
auctions were called in 2010 which re-
sulted in the sale of six real estate objects
for a total of LTL2.7m. The sale process
is considerably hampered by the ongoing
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state administration reform, poor land
planning and continued sluggishness in
the property market.

Financial results

The PB’s financial results largely reflect
trends in debt administration. The orga-
nisation’s sales revenue ebbed by almost 4
percent in 2010. However, new buildings
and other property taken over in 2010 as
well as completed reconstruction projects
helped boost the total value of PB’s assets
by more than 12 percent, to LTL279m.
EBITDA margin was negative both in
2010 and 2009. In fact, it went down in
2010 due to lower overall revenue and
higher operating costs.

As a public company, the Porperty Bank
paid LTL765,000 in dividends for 2010.
State enterprises pay no dividend, accor-
ding to the legislation in force.

PB’s plans for 2011 include the com-
pletion of several building and recons-
truction projects in Vilnius. Some of the
renovated buildings are to be sold for an
estimated LTL17.5m. In addition to that,
PB aims at recovering a total of almost
LTL31m in overdue liabilities.

ENTERPRISE IN DETAIL

www.turtas.lt
Thousand LTL
PROFIT AND LOSS STATEMENT 2009 2010
Sales revenue 6171 5929
Cost of goods sold - -
Gross profit (loss) 6171 5929
Gross profit margin 100,0% | 100,0 %
Operating cost 7 486 8194
Operating profit (loss) -1315 -2 265
EBIT margin -21,3% | -382%
EBITDA -934 -1939
EBITDA margin -15,1 % -32,7 %
Net profit (loss) 15 -1225
Net profit margin 0,2 % -20,7 %
BALANCE SHEET 2009 2010
ASSETS
Fixed assets 13433 | 195936
Intangible assets 20 18
Tangible assets 5401 4965
Financial assets 7 958 68010
Other fixed assets 54| 122943
Current assets 233908 82887
gyggggggg and prepaid 187890 | 43771
Accounts receivable in one year 954 1300
Other current assets 42 517 35699
Cash and cash equivalents 2547 2117
TOTAL ASSETS 247 341 278823
EQUITY AND LIABILITIES
Total equity 12774 10926
Minority shareholder equity - -
Subsidies 0 0
Liabilities 234567 | 267897
Long-term liabilities 198323 | 233631
Short-term liabilities 36244 34 266
Financial liabilities 32094 87 281
B 247341 | 278823
Debt to assets 52 % 3,9 %
Debt to equity 251,2% | 798,8%
ROA* 0,0 % -0,4 %
ROCE* -29% -2,3%
ROE* 0,1 % -11,2%
Other data 2009 2010
Staff 71 63
Number of top executives* 5+1 5+1
@/:rrﬁg?\ ag;égf; m(JLr_PC[E/ salaries of 8754 6318+
Investor return 623 765
Dividend paid*** 623 765
Property tax 0 0
hareholders 2009 2010
State interest 100,0% | 100,0 %

*  Tax on property has been deducted from total operating

costs while calculating profitability ratios.

Average salary of five ieads of departments; CEO’s salary has
not been disclosed.

*** Average salary in the fourth quarter 0f 2010.

**** Dividends paid bearing the legal status of a public company.
' The company had a supervisory council before reorganisa-
tion.

Shareholders

O

M Interest owned by the State — 100 percent

ok
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LIST OF ENTERPRISES

List of enterprises

Company or organization

State
interest

Sector

Accountability

Net turnover
in 2010, LTL
thous.

Total assets in
2010, LTL
thous.

—

AB Lietuvos Dujos

UAB Geoterma

UAB Visagino Atominé Elektriné'
AB Lesto?

AB Lietuvos Energija?

AB Litgrid?

7 UAB Visagino Energetikos
Remontas

D o b~ 0N

V| Energetikos Agentura
9 VJlIgnalinos Atominé Elektriné®

10 V| Radioaktyviujy Atlieky Tvarkymo
Agentura

11 V] Visagino Energija

12 ABKlaipédos Nafta

13 V] Automagistrale

14 V] Alytaus Regiono Keliai
15 V] Kauno Regiono Keliai

16 V] Klaipedos Regiono Keliai
17 V] Marijampolées Regiono Keliai
18 V] Panevezio Regiono Keliai
19 V) Siauliy Regiono keliai

20 V| Tauragés Regiono Keliai
21 V| TelSiy Regiono keliai

22 V| Utenos Regiono Keliai
23 V] Vilniaus Regiono Keliai

24 AB Lietuvos Gelezinkeliai

25 AB Lietuvos Jury Laivininkysté
26 AB Smiltynes Perkéla

27 AB Lietuvos Pastas

28 UAB Gelezinkeliy Projektavimas
29 V| Kauno Aerouostas

30 V| Oro Navigacija

31 V| Vidaus Vandens Keliy Direkcija

18 %
77 %
100 %
83 %
98 %
98 %
100 %
100 %
100 %
100 %
100 %
71%
100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %

100 %

57 %

99 %

100 %

100 %

100 %

100 %

100 %

30 V| Klaipédos Valstybinio Jury Uosto 100 %

Direkcija

33 V| Tarptautinis Palangos Oro Uostas 100 %

34 V| Tarptautinis Vilniaus Oro Uostas

35 V| Transporto ir Keliy Tyrimo
Institutas

100 %

100 %

36 V] Valstybinis MiSkotvarkos Institutas 100 %

37 V] Alytaus Misky Uredija
38 V] Anyksciy Misky Urédija
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100 %
100 %

Energy
Energy
Energy
Energy
Energy
Energy

Energy

Energy
Energy

Energy

Energy

Transport
Transport
Transport
Transport
Transport
Transport
Transport
Transport
Transport
Transport
Transport

Transport

Transport
Transport
Transport
Transport
Transport
Transport
Transport
Transport
Transport
Transport
Transport
Transport
Forestry

Forestry
Forestry

Ministry of Energy
Ministry of Energy
Ministry of Energy
Ministry of Energy
Ministry of Energy
Ministry of Energy

Ministry of Energy

Ministry of Energy
Ministry of Energy

Ministry of Energy

Ministry of Economy

Ministry of Energy

Lithuanian Road Administration
Lithuanian Road Administration
Lithuanian Road Administration
Lithuanian Road Administration
Lithuanian Road Administration
Lithuanian Road Administration
Lithuanian Road Administration
Lithuanian Road Administration
Lithuanian Road Administration
Lithuanian Road Administration

Lithuanian Road Administration

Ministry of Transport and
Communications

Ministry of Transport and
Communications

Ministry of Transport and
Communications

Ministry of Transport and
Communications

Ministry of Transport and
Communications

Ministry of Transport and
Communications

Ministry of Transport and
Communications

Ministry of Transport and
Communications

Ministry of Transport and
Communications

Ministry of Transport and
Communications

Ministry of Transport and
Communications

Ministry of Transport and
Communications

Ministry of Environment

Directorate General of State Forests

Directorate General of State Forests
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LIST OF ENTERPRISES

Net turnover Total assets in

Company or organization %ttztrzst Sector Accountability in 2010, LTL 2010, LTL
thous. thous.
39 V| Birzy Misky Uredija 100 % Forestry Directorate General of State Forests 11 177 16 527
40 V| Druskininky Misky Uredija 100 % Forestry Directorate General of State Forests 6 077 7717
41 \rg oDjiul\k/)Iiréz:iIXS Elsétzjsigerimentiné—moko— 100 % Forestry Directorate General of State Forests 13 843 15 626
42 V]lIgnalinos Misky Urédija 100 % Forestry Directorate General of State Forests 5 861 6302
43 V| Jonavos Misky Uredija 100 % Forestry Directorate General of State Forests 7 887 8629
44 V| Joniskio Misky Uredija 100 % Forestry Directorate General of State Forests 7 254 10200
45 V] Jurbarko Misky Uredija 100 % Forestry Directorate General of State Forests 13 149 19205
46 V] Kaisiadoriy Misky Uredija 100 % Forestry Directorate General of State Forests 12995 13555
47 V| Kauno Misky Uredija 100 % Forestry Directorate General of State Forests 9074 10822
48 \L/Jlrg;jzalu Ridos Mokomoji Misky 100 % Forestry Directorate General of State Forests 10939 10636
49 V| Kedainiy Misky Uredija 100 % Forestry Directorate General of State Forests 10 846 18 807
50 V| Kretingos Misky Uredija 100 % Forestry Directorate General of State Forests 13 436 22634
51 V] Kupiskio Misky Uredija 100 % Forestry Directorate General of State Forests 4 244 4 896
52 V| Kurseny Misky Uredija 100 % Forestry Directorate General of State Forests 7 761 13438
53 V] Marijampolés Misky Uredija 100 % Forestry Directorate General of State Forests 7 458 6 441
54 V| Mazeikiy Misky Uredija 100 % Forestry Directorate General of State Forests 12 590 12 020
55 V| Nemencinés Misky Uredija 100 % Forestry Directorate General of State Forests 8 678 10686
56 V| Pakruojo Misky Urédija 100 % Forestry Directorate General of State Forests 8 134 6312
57 V| Panevezio Misky Urédija 100 % Forestry Directorate General of State Forests 14 993 22 801
58 V| Prieny Misky Urédija 100 % Forestry Directorate General of State Forests 12124 13102
59 V] Radviliskio Misky Uredija 100 % Forestry Directorate General of State Forests 8 346 11634
60 V] Raseiniy Misky Uredija 100 % Forestry Directorate General of State Forests 7 825 10221
61 V| Rietavo Misky Uredija 100 % Forestry Directorate General of State Forests 8 957 10390
62 V] Rokiskio Misky Uredija 100 % Forestry Directorate General of State Forests 7 795 6946
63 V| Sakiy Misky Urédija 100 % Forestry Directorate General of State Forests 9 827 10325
64 V| Salgininky Migky Urédija 100 % Forestry Directorate General of State Forests 9 701 11015
65 V| Siauliy Misky Uredija 100 % Forestry Directorate General of State Forests 10 862 12297
66 V) Silutés Misky Urédija 100 % Forestry Directorate General of State Forests 11 963 12776
67 V| Svendionéliy Misky Uredija 100 % Forestry Directorate General of State Forests 11 036 13882
68 V| Tauragés Misky Uredija 100 % Forestry Directorate General of State Forests 15 956 20 541
69 V| Telsiy Misky Uredija 100 % Forestry Directorate General of State Forests 12 873 16 320
70 V| Tytuveny Misky Urédija 100 % Forestry Directorate General of State Forests 5 820 7215
71 V] Traky Misky Uredija 100 % Forestry Directorate General of State Forests 13 100 14 034
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Company or organization ﬁttaetrzst Sector Accountability in 2010, LTL 2010, LTL
thous. thous.
72 V] Ukmergés Misky Uredija 100 % Forestry Directorate General of State Forests 14215 16657
73 V] Utenos Misky Uredija 100 % Forestry Directorate General of State Forests 4 655 4 660
74 V] Valkininky Misky Uredija 100 % Forestry Directorate General of State Forests 14 285 14139
75 V] Varenos Misky Uredija 100 % Forestry Directorate General of State Forests 11 099 11773
76 V| Veisiejy Misky Uredija 100 % Forestry Directorate General of State Forests 7 206 8160
77 V] Vilniaus Misky Uredija 100 % Forestry Directorate General of State Forests 11 612 16411
78 V| Zarasy Misky Urédija 100 % Forestry Directorate General of State Forests 4 724 4715
79 UAB Projekty Ekspertize 100 % Other Ministry of Environment 1942 3801
80 vl Statybos Produkaijos 100 % Other Ministry of Environment 3076 3509

Sertifikavimo Centras
V| Lietuvos Naftos Produkty

81 Agentira 100 % Other Ministry of Energy 57 907 398 699
82 UAB Busto Paskoly Draudimas 100 % Other Ministry of Finance 12105 175478
83 V| Indéliy ir Investicijy Draudimas 100 % Other Ministry of Finance 990 1546 054
84 V| Lietuvos Prabavimo Rumai 100 % Other Ministry of Finance 1765 12310
85 V| Turto Bankas 100 % Other Ministry of Finance 5929 278823
86 V| Prie Alytaus Pataisos Namy 100 % Other Prison Department 4738 5104
87 \,\/}afrr]ij e eles e 100%  Other Prison Department 5663 13651
88 \P/{,ﬁgozr,"ilg?;‘fk“ T-uiy 100%  Other Prison Department 11650 13533
89 UAB Lietuvos Kinas 100 % Other Ministry of Culture 1019 3868
90 V] Vilniaus Piliy Direkcija 100 % Other Ministry of Culture 572 248144
91 V| Lietuvos Paminklai 100 % Other Department of Cultural Heritage 34 467 2216
UAB Respublikiné Mokomoji Department of Physical Education and
92 Sportiné Baze 100 % Other Sports 238 701
UAB Sportininky Testavimo ir Department of Physical Education and
9 Reabilitacijos Centras 100% Other Sports 381 1646
94 UAB Lietuvos Monety Kalykla 100 % Other Bank of Lithuania 15478 24525
UAB Kauno Naujamiescio Darbo ! g - g
95 Rinkos Mokymo Centras 99,66 %  Other Lithuanian Job Market Training Service 720 682
96 V] Valstybés Turto Fondas 100%  Other ﬁtog’lf;gg‘em of the Republic of 4579 13092
97 l/?nBo'r?éormaCi”iO VersloPaslaugy  gp9,  Other Lithuanian Statistics 2718 5502
V| Distanciniy Tyrimy ir Geoinformati- . .
98 | os Centras Gis-centras 100 % Other National Land Service 1892 9263
99 UAB Baldzio Silas 71%  Other D mEIion e A et 2390 8302
Disabled
100 V) Seimo Leidykla Valstybes Zinios 100 % Other Office of ther Seimas 4532 7209
101 Hﬁﬁo’fmﬁyﬁgﬁ%’t‘gamc’ 54%  Other Social Care Administration Service 2 414 2912
102 AB Detonas 100%  Other Ministry of Transport and Communi- g 500 14 506
103 AB Gelezinkelio Apsaugos Zeldiniai 100%  Other Ministry of Transport and Communi- - 5o 5239
104 AB Problematika 100%  Other Ministry of Transport and Communi- 14530 27 961
AB Lietuvos Radijo ir Televizijos Ministry of Transport and Communi- - f—
105 ~oniras 100 % Other e 67 544 157 874
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Company or organization ﬁttztreest Sector Accountability in 2010, LTL 2010, LTL
thous. thous.
106 V] Universiteto Vaistiné 100 % Other Ministry of Health 5228 3465
107 AB Mintis 81 % Other Ministry of Education and Science 888 2533
108 V] Teisinés Informacijos Centras™ 100 % Other Ministry of Justice 1255 2129
109 V] Registry Centras 100 % Other Ministry of Justice 83 766 81162
110 AB Giraités Ginkluotes Gamykla 100 % Other Ministry of Economy 14 936 61862
111 UAB Investicijy ir Verslo Garantijos 100 % Other Ministry of Economy 4911 56 151
112  UAB Toksika 93 % Other Ministry of Economy 3635 138 500
113 geBListuves Parodyirkongresy g9, Other Ministry of Economy 11813 47766
114 V| Pajurio Vetrungé 100 % Other Ministry of Economy 672 7422
115 V| Visagino Statybininkai** 100 % Other Ministry of Economy 2608 11 261
116 V| Poilsio Namai Baltija 100 % Other Ministry of Economy 4947 10838
. q Ministries of Economy and Education

117 UAB Lietuvos Tyrimy Centras 100 % Other and Science, 50 percent each 0 634
118 UAB Zurnalas Sveikata 100 % Other Ministry of Health 90 33
119 LLJigEn\i/ri]Igiaus Veterinarijos Klinikine 100 % Other State Food and Veterinary Service 61 22
120 AB Siauliy Metrologijos Centras 100 % Other State Metrology Service 893 938
121  AB Vilniaus Metrologijos Centras 100 % Other State Metrology Service 4943 10940
122 ABKIlaipedos Metrologijos Centras 100 % Other State Metrology Service 1409 1464
123 V] Kauno Metrologijos Centras 100 % Other State Metrology Service 2634 3376
124 V] Panevezio Metrologijos Centras 100 % Other State Metrology Service 1289 13083
125 UAB Palangos Zvoriiné 100 % Other State Social Insurance Fund Board 1112 14892
126 UAB Senevita 100 % Other State Social Insurance Fund Board 3419 3324
127 UAB Sanatorija PuSyno Kelias 100 % Other State Social Insurance Fund Board 4957 7 858
128 V] Infostruktura 100 % Other Ministry of the Interim 14700 20115
129 V| Regitra 100 % Other Ministry of the Interim 67 021 54 525
130 AB Jonavos Grudai 70 % Other Ministry of Agriculture 12515 18737

AB Marijampolés Regiono o ;
131 Veislininkysté 89 % Other Ministry of Agriculture 1023 2912
132 AB Siauliy Regiono Veislininkysté 100 % Other Ministry of Agriculture 2292 5720
133 UAB Aerogeodezijos Institutas 100 % Other Ministry of Agriculture 3557 8 309
134 UAB Gywuliy Produktyvumo 100%  Other Ministry of Agriculture 10292 3616

Kontrolée

UAB Kilaipedos Zuvininkystés - .
135 Produkty Aukcionas 100 % Other Ministry of Agriculture 641 4273
136 UAB Nemuno Zirgynas 90 % Other Ministry of Agriculture nd nd
137 UAB Panevézio Veislininkyste 97 % Other Ministry of Agriculture 125 842
138 UAB Sarty Zirgynas 85 % Other Ministry of Agriculture 88 1809
139 UAB Seduvos Avininkysté 100 % Other Ministry of Agriculture 89 1548
140  UAB Silutés Polderiai 81 % Other Ministry of Agriculture 5280 4621
141 UAB Silutés Veislininkysté 97 % Other Ministry of Agriculture 937 3292

UAB Valstybine Projekty ir Sgmaty - :
142 Ekspertizé 100 % Other Ministry of Agriculture 610 651
143 UAB Vilniaus Zirgynas 88 % Other Ministry of Agriculture 434 2199

UAB Lietuvos Zemdirbystea Instituto L .
144 Dotnuvos Eksperimentinis Ukis 100 % Other Ministry of Agriculture 3123 4088
145 UAB Upytés Eksperimentinis Ukis 100 % Other Ministry of Agriculture 5108 6711
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State Net turnover Total assets in

s Sector Accountability

145 UAB Zemes Ukio Paskoly Garantijy 100 %

Fondas Other Ministry of Agriculture 3279 259122
147 V| Pieno Tyrimai 100 % Other Ministry of Agriculture 14 500 21738
V| Lietuvos Zemés Ukio ir Maisto
148 Produkty Rinkos Reguliavimo 100 % Other Ministry of Agriculture 14 857 120 031
Agentura
149 V)| Valstybés Zemés Fondas 100 % Other Ministry of Agriculture 11675 10959
150 LAemes Lo Informacios IrKaimo 40 95 other Ministry of Agriculture 4332 14747

* Directly and indirectly. State enterprises (V]) are 100 percent owned by the State.

** Companies in the process of reorganisation.

*** Aggregate data of two former power grid operators.

*++* Litgrid AB was established on 16 November 2010 as part of the restructuring of the country’s energy sector. The company took over part of operations from Lithuanian Energy AB.

**+* Data from financial statements that have not been approved by shareholders.

! The State owns directly 20 percent of shares in Visaginas Nuclear Power Plant, the remaining 80 percent is controlled through LEO LT, the company currently undergoing liquidation procedures.
2'The companies directly controlled by the Visaginas Nuclear Power Plant.

3 Ignalina Nuclear Power Plant is in the process of decommissioning; its last reactor was shut down on 31 December 2009.
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EVALUATION METHODOLOGY

EVALUATION METHODOLOGY

While analysing the financial operations, aggregate financial
data have been assessed due to the absence of consolidated finan-
cial reports representing the overall commercial assets owned by
the State and prepared according to the International Account-
ing Standards. Due to the lack of data, internal transactions
between companies have not been eliminated. Consolidated fi-
nancial data was used while providing the information on the
Visaginas Nuclear Power Plant (energy sector), Lithuanian Rail-
ways (transport sector) and the state-owned forest enterprises.

Lithuanian companies are free to choose between 19 for-
mats of financial reporting while presenting the information
to the Centre of Registers. Making use of their experience in
financial accounting, the contributors to this publication have
adjusted the financial information provided by companies in
order to aggregate the data. In the process of aggregation, the
equity method has been employed when assessing the enter-
prises in which the State holds stakes of less than 50%. A por-
tion of their financial assets, equity and revenue corresponding
to the State interest in the companies has been added to the
aggregate figures.

Most state-owned enterprises perform both commercial and
non-commercial functions. Therefore the assessment of these
enterprises by using indicators that show the market value of
commercial companies is inadequate. To calculate the market
value of state-owned enterprises the following methods have

been employed:

This annual report has been prepared by the Ministry of
Economy of the Republic of Lithuania following the terms
and requirements set in the three resolutions passed by the
Government of the Republic of Lithuania, including No.
1052, of July 14, 2010, which describes the measures aimed
at ensuring the transparency of state-owned enterprises; No.
1731, of December 1, 2010, which approves the framework
of measures aimed at higher efficiency of state-owned enter-
prises; No. 172 of February 9, 2011, which brings forward
the 2011-2012 programme of management reform of state-
owned enterprises.

In the preparation of this report, a number of information
sources have been used, such as corporate websites and data,
the Centre of Registers, Statistics Lithuania, the Lithuanian
Forest Inventory and Managment Institute, the National
Control Commission for Prices and Energy, the Commu-
nications Regulatory Authority, the Nasdaq OMX Vilnius
Stock Exchange, and ministries.
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share prices for listed companies, as of December 31,

2010;

book value of equity, on an assumption that the book

value of assets equals its market value;

discounted cash flow, for state-owned forest enterprises;

their key assessment principles, as well as the value of

forests, remained unchanged from 2009;

the value of roads have been deducted from balance sheets

of the regional road maintenance enterprises because

roads, as a public product, does not generate direct cash
flow in Lithuania and thus their market value stands at
zero;

the market value of state-owned enterprises represents the

State’s interest only, i. e. the minority interest has been

ignored;

the overall value of the state-owned real estate, provided

by independent experts, has been left unchanged from

2009 because the reform in this field is ongoing;

The financial information provided in this publication has
been drawn from annual reports, the Register of Legal Persons,
and other sources. The information has not been revised by in-
dependent auditors.

Financial reports of some enterprises presented in this pub-
lication have not been audited. Most of these enterprises are

outside the three key sectors.

The contributors to this report do not guarantee nor take
any responsibility for the trustworthiness, thoroughness and
accuracy of the information provided. The contributors to
this report have not carried out any independent verification
of the information, including calculations and forecasts. Any
person should make her or his personal assessment before
taking any decision involving the information provided in
this publication. Neither the contributors to this report nor
the Government or any other State institution or any subject
under their control shall under no circumstances be liable for
the third-party decisions based on information, statements
and opinions presented in this report. The companies’ past
results do not guarantee and can not attributable to their fu-
ture performance.

This annual report is not intended as investment advice,
or an offer or solicitation for the purchase or sale of any secu-
rities or any other assets, or to take any investment desision

or any decision to complete any transaction.




TERMS AND ABBREVIATIONS

Terms and abbreviations

AB

EBIT

EBITDA
EBITDA margin
OECD

Net profit margin
LTL

ROA

ROE

Operating profit margin

Public company

Earnings before interest and tax

Earnings before interest, tax, depreciation and amortisation
EBITDA divided by net turnover

Organisation for Economic Co-operation and Development
Net profit divided by net turnover

Litas, the national currency of Lithuania

Return on assets (net profits divided by total assets)

Return on equity (net profits divided by total equity)
Operating profit dividdd by net turnover
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