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Independent auditor’s report to the shareholders of AB INTER RAQ Lietuva

Report on Financial Statements

We have audited the accompanying financial statements of AB INTER RAO Lietuva, a public limited liability company
registered in the Republic of Lithuania (hereinafter the Company), and the consolidated financial statements of AB
INTER RAO Lietuva and its subsidiaries (hereinafter the Group), which comprise the statements of financial position as of
31 December 2014, the statements of comprehensive income, changes in equity and cash flows for the year then ended,
and notes (comprising a summary of significant accounting policies and other explanatory information).

Management’s Responsibility for the Financial Statements

The Company's management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards as adopted by the European Union, and for such internal
control as management determines is necessary to enable the preparation of the financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with International Standards on Auditing as set forth by the International Federation of Accountants. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves perferming procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the

Company and the Group as at 31 December 2014 and their financial performance and cash flows for the year then
ended in accordance with International Financial Reporting Standards as adopted by the European Union.

Report on Other | egal and Regulatory Requirementis

Furthermore, we have read the accompanying consolidated Annual Report for the year ended 31 December 2014
and have not noted any material inconsistencies between the financial information included in it and the financial
statements for the year ended 31 December 2014,

UAB ERNST & YOUNG BALTIC
Audit company's licence No, 001335

oy —

Asta StreimiKiene
Auditor'sicence No, 000382

The audit was completed on 10 February 2015

A memter firm of Ernst & Young Global Limited



AB INTER RAO LIETUVA, company code 126119913, A.Tuméno str. 4, Vilnius, Lithuania
CONSOLIDATED AND COMPANY’S FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 December 2014
{(all amounts are in LTL thousand unless otherwise stated)

Statements of financial position

Group Company
As at 31 As at 31 As at 31 As at 31
DPecember December December December

Notes 2014 2013 2014 2013

ASSETS
Non-current assets
Intangible assets

Goodwill 5,926 5,926 - -

Operating license 25,059 29,247 - -
- Other intangible assels 288 88 284 88
Total intangible assets 4 31,273 35,261 284 88
Property, plant and equipment

Land 2,545 2,687 - -

Buildings and struciures 11,122 11,713 - -

Office premises 3191 3,451 3,191 3,451

Machinery and equipment 62,319 65,486 - 2

Other property, plant and equipment 269 343 243 300
Total property, plant and equipment 5 79,446 83,680 3,434 3,753
Inveslment properly 544 584 544 584
interest i & joint venlure and 1,6 675 944 39301 40,301
Other non-current financial assets 7 4,238 1,905 728 119
Derivative financial instruments 14 . 88 - 91 -
Total non-current assets 116,264 122,374 44,382 44,845
Current assets
Inventories and prepayments 486 449 411 368
Accounts receivable

Trade receivables 8 59,522 50,099 52,850 45,253

Fropayments o and eceatles o g4 : - a0 oo

Accrued ncome and olher 9 7,757 4,699 : 13
Total accounts receivable 67,279 54,698 67,257 55,204
Prepaid income tax 654 8,778 - 8,310
Other current assets 862 1,106 646 714
Derivative financial instruments 14 195 - 105 -
Cash and cash equivalents 10 38,767 15,202 28,838 3,418
Total current assets 108,243 80,233 97,347 68,014
Total assets 224,507 202,607 141,729 112,859

{conlt’d on the next page)
The accompanying notes are an integral part of these financial statements,




AB INTER RAO LIETUVA, company code 126119913, A.Tuméno str. 4, Vilnius, Lithuania
CONSOLIDATED AND COMPANY'S FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 December 2014
(all amounts are in LTL thousand unless olherwise stated)

Statements of financial position (cont’d)

EQUITY AND LIABILITIES
Equity

Share capital

Legal reserves

Cash flow hedge reserve
Currency translalion reserve
Retained earnings

Total equity

Liabilities

Non-current liablflities
Non-current borrowings
Financial lease obligations
Derivative financial instruments
Deferred income tax liability
Total non-current liabillties

Current liabilities

Current portion of non-current
borrowings
Other financial debts

Current portion of financial lease
obligations

Derivative financial instruments
Trade payables

Income tax payable

Advances received

Other current liabilities

Total current liabilities

Total equity and liabilities

The accompanying notes are an integral part of these financial state

General Manager Giedrius Balgiltnas

Notes

11
11
2.2

i2
13
14
23

12
12

13
14
16

17
18

Group

Company

As at 31 As at 31
December December

As at 31 As at 31
December December

2014 2013 2014 2013
20,000 20,000 20,000 20,000
2,754 2,000 2,000 2,000
(1,476) (693) 167 -
(215) 62 - -
40,787 11,925 38,769 13,096
61,850 33,294 60,936 35,096
58,870 70,264 - -
2,445 2,587 - )
1,644 385 - -
2,876 2,676 . -
65,835 75,912 - -
11,394 11,746 - -
10,536 17,182 10,536 17,182
235 237 - -
1,116 1,141 119 -
55,507 48,776 54,933 48,387
3,851 - 3,851 -
650 3,429 623 3,418
13,533 10,890 10,731 8,776
96,822 93,401 80,793 77,763
224,507 202,607 144,729 112,859

Economic Director

Paulius Vaznickas

.

|
|

10 February 2015

10 February 2015




AB INTER RAOQ LIETUVA, company code 126119913, A.Tuméno str. 4, Vilnius, Lithuania

CONSOLIDATED AND COMPANY'S FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 December 2014
(all amounts are in LTL thousand unless otherwise stated)

Statements of comprehensive income

Group Company
Notes 2014 2013 2014 2013

Sales 3,19 726,337 757,882 651,695 710,514
Cost of sales 20 (651,174) (732,076) (591,080) (691,657)
Gross profit 75,163 25,806 60,615 18,857
General and administrative expenses 2 (23,259) (23,347) {15,342) (15,362)
Profit from operations 51,904 2,459 45,273 3,495
Income from other activities 710 a8 630 58
Finance income 22 195 210 568 1,567
Finance expenses 22 (3,409) (4,286) (1,221) {(200)
Share of result of joint venlure 6 181 (13) - “
Profit (loss) before tax 49,581 {1,592) 45,250 4,920
Income tax 23 {6,965) 4,276 (6,577) (849)
Net profit 42,616 2,684 38,673 4,071
Other comprehensive income to be

reclassified to profit or loss in

subsequent periods
Net result on cash fiow hedges (971) 1,127 167 -
Income tax effect 188 (169) - -
Effect of currency exchange (277} 62 - -
Total other comprehensive income

to be reclassified to profit or loss

in subsequent periods, net of tax {1,060} 1,020 167 -
Total comprehensive income for the

year, net of tax 41,556 3,704 38,840 4,071
Basic and diluled earnings per share

{LTL) 24 2.13 0.13

The accompanying notes are an iniegral part of these financial statemgnt

General Manager

Giedrius Balfilinas

Economic Director

Paulius Vazniokas

10 February 2015

10 February 2015




AB INTER RAQ LIETUVA, company code 126119913, A.Tuméno str. 4, Vilnius, Lithuania
CONSOLIDATED AND COMPANY'S FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 December 2014
(alt amounts are in LTL thousand unless otherwise stated)

Statements of changes in equity

Group
Equity attributable to equity holders of the parent
Currency
- Share translation Legal Cash flow Retained
Notes capital reserve reserve  hedge reserve earnings Total

Balance as at 31 December

2012 20,000 - 100 {1,651) 38,141 56,590
Transfer lo reserves 11 . - 1,900 - (1,900) -
Nel profit for the year - - - - 2,684 2,684
Other comprehensive 14

income, net of tax - 62 - 958 - 1,020
Total comprehensive

income - 62 - 958 2,684 3,704
Dividends declared 25 - - - - (27,000)  (27,000)
Balance as at 31 December

2013 20,000 62 2,000 (693) 11,925 33,294
Transfer to reserves 11 - - 754 - (754) -
Net profit for the year - - - - 42,616 42,616
Other comprehensive 14

income, net of tax - (277) - (783) - {1.060)
Total comprehensive

income - (277) 754 (783) 42,616 41,556
Dividends declared 25 - - - - (13,000 (13,000)
Balance as at 31 December

2014 20,000 (215) 2,754 (1,476) 40,787 61,850

Company
Cash flow
Share Legal hedge Retained
Notes capital reserve reserve earnings Total

Balance as at 31 December 2012 20,000 100 - 37,925 58,025
Transfer to reserves - 1,900 - (1,900) -
Net profit for the year - - - 4,071 4,071
Total comprehenslve income - . - 4,071 4,071
Dividends declared 25 - . - (27,000) (27,000)
Balance as at 31 December 2013 20,000 2,000 - 13,098 35,006
Net profit for the year - - - 38,673 38,673
Other comprehensive income - - 167 - 167
Total comprehensive income . . 167 38,673 38,040
Dividends declared 25 - - - {13,000) (13,000)
Balance as at 31 December 2014 20,000 2,000 167 38,769 60,936

The accompanying notes are an integral part of these financial statementg.

General Manager Giedrius Balitinas 10 February 2015

Economic Director Paulius Vazniokas \ 10 February 2015




AB INTER RAC LIETUVA, company code 126119913, A.Tuméno str. 4, Vilnius, Lithuania

CONSOLIDATED AND COMPANY’S FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 December 2014
(all amounts are in LTL thousand unless olherwise stated)

Statements of cash flows

Cash flows from (to} operating
activities
Net profit

Adjustments for non-cash items:
Income tax (benefit) expenses

Deprecialion and amorlisation
Impairment of goodwill

Impairment of investment to joint venture
Alfowance for doubiful accounts
receivable

Loss on write-offs of non-current assets
Share of net result of joint venture
Dividend (income)

Interest (income) expenses

Changes in working capital:

{Increase) decrease in invenlories and
prepayments, prepaymenls 1o and other
receivables from subsidiaries and joint
venture

(Increase) decrease in accounts
receivable and other current assets

{Increase) decrease in other non-current
assels

Increase in trade payables

Income tax (paid)

Increase (decrease) in other current
liabilities

Met cash flows from operating
activities

Cash flows from {to} investing
activifies

{Acquisition} of non-current assels
{Incorporation) and (increase) in share
capital of subsidiaries

Interest received

Dividends received
Net cash flows from (to) investing
activities

Group Company
Notes 2014 2013 2014 2013
42,616 2,684 38,673 4,071
23 6,965 {4,276) 6,577 849
4,5 8,535 8,541 442 461
4 - 1,000 - .
- - 1,000 -
6 4 6 4
1} - - -
6 (181) 13 - -
- - (462) {1,460)
22 3,316 3,947 215 175
61,266 11,075 46,451 4,100
(37 (91) (4,511) {10,008)
(12,343) 6,158 (7,523) 12,641
{2,333) 1.650 (609) 7
6,731 9,612 6,546 9,322
(228) (9,158) - (8,041)
5,193 6,868 4,744 5,554
58,249 26,952 45,098 13,553
(282) (362) {279 (362)
. . - (6,576)
78 121 1 18
450 750 462 1,460
246 509 184 {5,460)

The accompanying notes are an integral part of these financial statements.

{cont’d on the next page)



AB INTER RAO LIETUVA, company code 126119913, A.Tuméno str. 4, Vilnius, Lithuania

CONSOLIDATED AND COMPANY’S FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 December 2014
(all amounls are in LTL thousand unless otherwise stated)

Statements of cash flows (cont‘d)

Group Company
2014 2013 2014 2013
Cash flows from (to) financing
activities
Dividends {paid) 29 (2,600) (10,000) (2,600) {10,000)
Loans repaid . (28,928) (857) {17,182) -
Inlerest {(paid) {3,258) {3.889) (80) (20)
Financial lease (payments) (144) {8,731) - -
Net cash flows (to) financing activities (34,930} (23,477) {19,862) (10,020)
Net increase {(decrease) in cash and
cash equivalents 23,565 3,984 25,420 (1,927)
Cash and cash equivalents at the
beginning of the year 15,202 11,218 3,418 5,345
Cash and cash equivalents at the end
of the year 38,767 15,202 28,838 3,418
The accompanying notes are an integral part of these financial statem¢n
General Manager Giedrius Balilinas ﬂ l 10 February 2015
“
Economic Director Paulius Vazniokas 10 February 2015

-~




AB INTER RAO LIETUVA, company code 126119913, A.Tuméno str. 4, Vilnius, Lithuania
CONSOLIDATED AND COMPANY'S FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 December 2014
(all amounts are in LTL thousand unless otherwise staled)

General information

AB INTER RAO Lietuva (hereinafler, “the Company”®) is a public limited liabilily company registered in the Republic of
Lithuania. lts registered office is located at;

A.Tuméno str. 4, Vilnius
Lithuania

The Company was registered on 21 December 2002, On 22 Qctober 2012 the Company changed its legal stalus
from private limiled liability company to public limited liability entity due to the listing on the Warsaw stock exchange.
Since 18 December 2012 the Company’s shares are traded on the Warsaw Stock Exchange an the Main trade list.

The Company’s core line of business is supply of eleclricity. The Company holds the following licenses and
permissions: '
1) Alicense No. L1-NET-14 of an independent electricity supplier entitling to supply electricily in Lithuania;
2) Unlimited-term permission No. LE-Q004 for electricity export in Lithuania;
3) Unlimited-term permission No. LI-0002 for electricity import in Lithuania;
4) Unlimited-term permission No. LE-0020 for eleclricity export to Russia and Belarus;
5) Unlimited-term permission No. L.1-0030 for electricity import from Russia and Belarus to Lilhuania.
in 2013 the Company expanded the eleclricily supply aclivities to retail customers,

The subsidiary SIA INTER RAO Lalvia is included in electricity trading registry in the Repubtic of Latvia. The
subsidiary OU INTER RAO Eesli holds a termless license No. 7.2-3/12-042 of an independent electricily supplier in
Estonia. The subsidiary Vydmantai wind park, UAB holds a termless permit to produce electricity No. LG - 0238. In
2014 the Energy Regulatory Authority of the Republic of Poland has granted the Group’s company Sp z ¢.0. IRL
Polska the license for electricily trading which took effect on 9 January 2014,

As at 31 December 2014 and 2013 the shareholders of the Company were as follows:

31 December 2014 31 December 2013
Number of Interest Number of [nterest
shares held held shares held held
RAQ Nordic Oy, company code 1784937-7,
Tammasaarenkalu 1, Helsinki, Fintand 10,200,000 51% 10,200,000 51%
UAB Scaent Ballic, company code 300661378,
Jogailtos str. 9, Vilnius, Lithuania 5,800,000 299%, 5,800,000 2099,
Other shareholders 4,000,000 20% 4,000,000 20%
Total 20,000,000 100% 20,000,000 100%

The ultimale parent company is OJSC INTER RAO UES, company code 2320109650, address Bolshaya
Pirogovskaya st. 27, building 3, Moscow 119435, Russian Federation.

As al 31 December 2014 and 2013 the Company's share capital was comprised of 20,000,000 ordinary shares with
the par value of LTL 1 each. The share capital was fully paid as at 31 December 2014 and 2013. The Company did

not hold its own shares in 2014 and 2013. As at 31 December 2014 and 2013, lhe subsidiaries and the joint venture
did not hold any shares of the Company.

The management of the Company approved these financial statements on 10 February 2015, The shareholders of

the Company have a statulory right to either approve lhese financial statements or not approve them and require a
new set of financial statements to be prepared.
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AB INTER RAO LIETUVA, company code 126119913, A.Tuméno str. 4, Vilnius, Lithuania

CONSOLIDATED AND COMPANY'S FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 December 2014

(all amounts are in LTL thousand unless ctherwise stated}

General information (cont'd)

As at 31 December 2014 the Group consisled of the Company and the following directly controlled subsidiaries and
joint venture {hereinafier, the Group)

Invest
Directly and -ment .
. . Equity As
indirectly held value Profit
Company Coggg:ny effective (cost {loss) Deggsn1ber Rz%lztr:,ast[son Activity
aftributable less for 2014 2044
interest impair
ment)
Vaikare-Karja
QU INTER RAQ Eesli - 3/Bauna 2, Trade of
subsidiary 11879805 100 % 110 971 555 Tallinn, electricily
Estonia
R RopaZu iela
SIAINTERRAO Latvia | 40163268630 100 % 10 232 (4,794) | 10, Riga, Trade of
- subsidiary Latvi electricity
alvia
Emilii Plater
Sp. zo.0. IRL Polska - o Trade of
subsidlary 0000436992 100 % 8,260 (382) 7,359 | 53. Warsaw, electricity
Poland
i Verkiy Sir. Operalions
WAB Alproka - joint 125281684 49.99 % 1,572 364 1,351 | 25C, Vilnius, | with real
Lithuania eslale
i A Tuméno .
Vydmantai wind park, 302666616 100 % 20349 | 2335 36,520 | Sir. 4, Vilnius, | Ceneration
UAB - subsidiary Lilhuania _of electricity

As at 31 December 2013 the Group consisted of lhe Company and the following directly and indirectly controlted
subsidiaries and joint venture thereinafter, the Group):

Invest
Directly and -ment :
A Equity As
indirectly held value Profit
Company Cogg:ny effective {cost {loss) Dezzzr::ber Rzgc:zlr;?so" Activity
attributable less for 2012 2013
Interest impair
ment)
Vaikare-Karja
OU INTER RAQ Eesli - o 3/Sauna 2, Trade of
subsidiary 11879805 100 % 110 {5651) {533) Tallinn, electricity
Estonia
. Elizabetes iela
SIA INTER RAO Latvia o h Trade of
 subsidiary 40103268639 100 % 10 {5,133) {5.033) E g{\‘.lrila Riga, electricity
Trade of
_ Emilii Plater electricity {no
f&;;;:' IRL Polska 0000436992 100 % 8260 |  (318) 8,000 | 53. Warsaw, | aclive
Y Poland operations in
2013)
- Verkiy Sir. Operalions
UAB Alproka — joint 125281684 49.99 % 2,572 (26) 1,888 | 25C, Vilnius, | with real
veniure : "
Lithuania eslate
- A Tuméno .
Vydmantai wind park, 302666616 100 % 20340 | 8,834 35251 | Str. 4, Vilnius, | Generation
UAB - subsidiary Lithuania of etectricity

Changes in 2014

In 2014 the Company estimated the recoverable value of UAB Alproka and recorded the impairment to investment in
joint venture of LTL 1,000 thousand under financial expenses in the statement of comprehensive income.

Changes in 2013

On 11 July 2013 the merger of Vydmantai Wind Park, UAB (previously indirectly owned subsidiary - managed
through UAB IRL Wind) and UAB IRL Wind was completed. UAB IRL Wind and Vydmantai wind park, UAB were
reorganized under Part 3 of Article 2.97 of the Civil Code of lhe Republic of Lithuania by merging UAB IRL Wind,
which ceased ils aclivities as a legal entity after the merger, into Vydmantai wind park, UAB which conlinued its
activilies after the merger.

On 6 November 2013 the Board of the Company has approved the decision to increase \he authorized capital of the
subsidiary Sp. z 0.0. IRL Polska from PLN 2 million to PLN 10 million. The increase of share capital of the subsidiary
was registered on 4 December 2013,




AB INTER RAO LIETUVA, company code 126119913, A.Tuméno str. 4, Vilnius, Lithuania
CONSOLIDATED AND COMPANY'S FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 December 2014
(all amounts are in LTL thousand unless otherwise staled)

Accounting policies

The principal accounling policies adopted in preparing the Group's and the Company's financial stalemenits for the
year 2014 are as follows:

2.1. Basis of preparation

These financial statements have been prepared in accordance with International Financial Reporting Standards
(IFRS), as adopted by the European Union (hereinafter the EU).

These financial statements are prepared based on a historical cost basis except for derivative financial instruments,
which are measured at fair value.

Adoption of new and/or changed IFRS and International Financial Reporting Interprefations Committee
(IFRIC) interpretations

The following new andfor amended IFRSs have been adopted by the Group and the Company as of 1 January 2014:

IAS 27 Separate Financial Statements {Amended)

IAS 28 Investments in Associates and Joint Ventures (Amended)

IAS 32 Financial Instruments: Presentation (Amended) - Offsetling Financial Assets and Financial Liabilities

IAS 36 Impairment of Assels (Amended) — Recoverable Amount Disclosures for Non-Financial Assels

IAS 39 Financial Instruments (Amended): Recognition and Measurement - Novation of Derivatives and
Continuation of Hedge Accounling

IFRS 10 Consolidated Financial Statements

IFRS 11 Joint Arrangements

IFRS 12 Disclosures of Interests in Other Entities

IFRS 10, IFRS 12 and IAS 27 - Invesimenl Entities (Amended)

YVYV VYVVYY

When the adoption of the standard or interpretation is deemed to have an impact on the financial statements or
performance of the Group and the Company, ils impact is described below:

»  Amendment to IAS 28 Investments in Associales and Joint Ventures - As a result of the new standards IFRS 10,
IFRS 11 and IFRS 12 Lhis standard was renamed and addresses the application of the equity method to
investmenits in joinl ventures in addition to associales. The implementation of this amendment had no impact on
the financial statements of the Group.

» Amendment to |IAS 36 Impairment of Assets - This amendment adds a few additional disclosure requirements
about the fair value measurement when the recoverable amount is based on fair value less cosis of disposal and
removes an unintended consequence of IFRS 13 to IAS 36 disclosures. The amendmenl did not have any
impact on the financial posilion or perfformance of the Group, however it resulled in additional disclosures (see
Note 4).

s IFRS 11 Joint Arrangements - IFRS 11 eliminates proportionate consolidation of jointly controlled enlities. Under
IFRS 11, joinfly controlled enlities, if classified as joint ventures (a newly defined term), must be accounted for
using the equity method. Additionally, jointly controlled assets and operations are joinl operations under IFRS 11,
and the accounting for those arrangements will generally be consistent with today's accounting. That is, the
entity will continue to recognize its relalive share of assets, liabilifies, revenues and expenses. The Group
classifies the jointly controlled entity as joint venlure and applies equity method; therefore the implementation of
lhis amendment had no effect on the financial statements of the Group.

* IFRS 12 Disclosures of Inferests in Other Enlities - IFRS 12 combines the disclosure requirements for an enlity's
interests in subsidiaries, joint arrangements, investments in associates and struciured entities into one
comprehensive disclosure standard. A number of new disclosures are also required such as disclosing the
judgments made to determine control over another enlity. The amendment did not have any impact on the
financial position or performance of the Group, however it resulted in additional disclosures (see Note 2.3).

12




AB INTER RAO LIETUVA, company code 126119913, A.Tuméno str. 4, Vilnius, Lithuania
CONSOLIDATED AND COMPANY'S FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 December 2014
(all amounts are in LTL thousand unless otherwise stated)

2 Accounting policies {cont'd)
2.1 Basis of preparation (cont'd)
Standards issued but not yet effective

The Group and the Company has not applied the following IFRS and IFRIC interpretations that have been issued as
of the date of authorizafion of these financial statements for issue, but which are not yet effective:

Amendments to IAS 1 Presentation of financial sfatements: Disclosure Initlative (effeclive for financial years
beginning on or after 1 January 20186, once endorsed by the EU)

The amendments aim at clarifying IAS 1 to address perceived impediments to preparers exercising their judgment in
presenting their financial reports. The Group and the Company have not yet evaluated the impacl of the
impiementation of this standard.

Amendments to IAS 16 Property, Plant & Equipment and I1AS 38 Intangible assets: Clarification of Acceptable
Methods of Depreciation and Amortization (effective for financial years beginning on or after 1 January 2016, once
endorsed by the EU}

The amendment provides addilicnal guidance on how ihe depreciation or amortisation of property, plant and
equipment and intangible assefs should be calculated. It is clarified that a revenue-based meihod is nol considered to
be an appropriate manifestation of consumption. The implementation of this amendment will have no impact on the
financial statements of the Group and the Company, as the Group and the Company do not use revenue-based
depreciation and ameortisation methods.

Amendments to IAS 19 Employee Benefits {effeclive for financial years beginning on or after 1 February 2015)

The amendments address accounting for lhe employee contributions to a defined benefit plan. Since the Group's and
the Company's employees do not make such contribulions, lhe implementation of this amendment will not have any
impact on the financial statements of the Group and the Company.

Amendments to IAS 27 Equity method In separate financial statements (effeclive for financial years beginning
on or after 1 January 20186, once endorsed by the EU)

The amendmentls reinstale the equily method as an accounling oplion for investments in subsidiaries, joint ventures
and associates in an entity’s separate financial statements. The Company has not yet evaluated the impact of the
implementation of this standard.

IFRS 9 Financlal Instruments (effective for financial years beginning on or after 01.01.2018, once endorsed by the
EU) :

IFRS 9 will eventually replace IAS 39. The IASB has issued the first three parts of the standard, establishing a new
classification and measurement framework for financial assets, requirements on the accounting for financial liabilities
and hedge accounting. The Group has not yet evaluated the impact of the implementation of this standard.

Amendments to IFRS 10, IFRS 12 and IAS 28 - Investment Entities: Applying the consclidation excepfion
(effective for financial years beginning on or after 1 January 2016, once endorsed by the EU)

The amendments address issues that have arisen in the context of applying the consolidation exception for
investment enlilies. The impact of the implementation of this standard will not have any effect of the Group’s financial
statements.

Amendments to IFRS 10 and IAS 28 — Sale or Contribution of Assets between an Investor and its Associate
or Joint Venture (effective for financial years beginning on or after 1 January 2016, once endorsed by the EU})

The amendments address an acknowledged inconsistency between the requirements in IFRS 10 and those in |1AS
28, in dealing with the sate or contribution of assets between an investor and its associate or joint venture. The main
consequence of the amendmenis is that a full gain or loss is recognised when a transaction involves a business and
partial gain or loss is recognised when a fransaction involves assels lhat do not conslitute a business. The Group and
the Company has not yet evaluated the impact of the implementation of this standard.
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2 Accounting policies {cont'd)
2.1 Basis of preparation {cont'd)

Amendment fo IFRS 11 Joint arrangements: Accounting for Acquisitions of Interests in Joint Operations
{effective for financial years beginning on or after 1 January 2016, once endorsed by the EU)

IFRS 11 addresses the accounting for interests in joint ventures and joint operations. The amendment adds new
guidance on how to account for the acquisition of an inlerest in a joint operation that constitutes a business in
accordance with IFRS and specifies the appropriate accounting treatment for such acquisitions. The Group and the
Company have not yet evaluated the impacl of the implementation of this standard.

IFRS 14 Regulatory Deferral Accounts {effective for financial years beginning on or after 1 January 2016, once
endorsed by the EU)

It is an interim standard that provides first-time adopters of IFRS with relief from derecognizing rate-regulated assets
and liabilities until a comprehensive project on accounting for such assels and liabilities is completed by the IASB.
The implementalion of this standard will nol have any impact on the Group and the Company.

IFRS 15 Revenue from Contracts with Customers (effective for financial years beginning on or after 1 January
2017, once endorsed by the EU)

IFRS 15 establishes a five-step model that will apply to revenue eamed from a coniract with a customer, regardless
of the type of revenue transaction or the industry. Extensive disclosures will be required, including disaggregation of
total revenue; information about performance obligations; changes in contract assel and liability account balances
between periods and key judgments and estimates. The Group and the Company have not yel evalvated the impact
of lhe implementation of this standard.

Improvements to IFRSs

In December 2013 IASB has issuved the Annual Improvements to IFRSs 2011 — 2013 Cycle, which is a collection of
amendmenits to the following IFRSs {effective for financial years beginning on or after 1 January 2015):

¢ IFRS 1 First-time adoption of IFRS;

¢ |[FRS 3 Business Combinalions;

»IFRS 13 Fair value Measuremen(;

«|AS 40 Investment property.

In December 2013 IASB issued the Annual Improvements to IFRSs 2010 — 2012 Cycle (effective for financial years
beginning on or after 1 February 2015);

*IFRS 2 Share-based Payment;

» |[FRS 3 Business Combinations;

«|FRS 8 Operaling Segments;

¢ [FRS 13 Fair value Measurement;

» |AS 16 Property, Plant and Equipment;

¢ IAS 24 Related Parly Disclosures;

»|AS 38 Intangible Assels.

In September 2014 JASB issued the Annual Improvements to IFRSs 2012 — 2014 Cycle (effective for financial years
beginning on ar after 1 January 2016, once endorsed by the EU):

IFRS & Non-current Assets Held for Sale and Discontinued Operation;

IFRS 7 Financial Instruments: Disclosures;

IAS 19 Employee Benefifs;

IAS 34 [nferim Finanecial Reporling.

The adoption of these amendments may result in changes lo accounting policies or disclosures but will not have
any impact on the financial position or performance of the Group and the Company.

IFRIC Interpretation 21 Levies (effective for financial years beginning on or after 17 June 2014)

This interpretation addresses the accounting for levies imposed by governments. Liability to pay a levy is recognized
in the financial statements when the activity that triggers the payment of the levy occurs. The Group and the
Company have not yet evaluated the impact of the implementation of this interpretation.

The Group and the Company plans to adopt the above mentioned standards and interpretations on their
effectiveness date provided they are endorsed by the EU.
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AB INTER RAQ LIETUVA, company code 126119913, A.Tuméno str. 4, Vilnius, Lithuania
CONSOLIDATED AND COMPANY'S FINANCIAL STATEMENTS
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2 Accounting pollcies (cont'd}

2.2, Measurement and presentation currency

The amounts shown in these financial slalements are presented in the local currency of the Republic of Lithuania,
Litas {LTL), rounded to LTL thousand, unless otheiwise stated.

The functional currency of the Company and its subsidiaries operating in Lithuania is Litas. The funclional currencies
of foreign subsidiaries are the respective foreign currencies of the country of residence. llems included in the financial
stalements of these subsidiaries are measured using their functional currency.

Transaclions in foreign currencies are initially recorded in the functional currency as at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency rate of
exchange as at the date of the statement of financial position.

The assets and liabilities of foreign subsidiaries are translated into Lilas at the reporting date using the rate of
exchange as at the reporting date, and their statements of comprehensive income are translated at the weighted
average exchange rates for the year. The exchange differences arising on this translation are recognised in other
comprehensive income. On disposal of a foreign subsidiary, the deferred cumulalive amount recognised in other
comprehensive income relating to that foreign operation is recognised in profit {loss) statement.

Non-current receivables from or foans granted to foreign subsidiaries that are neither planned nor likely to be sellled
in the future are considered to be a part of the Company's net investment in the foreign operation. In the Group's
consolidated financial statements lhe exchange differences recognized in the separale financial statements of the
subsidiary in refation 1o these monetary itlems are reclassified to other comprehensive income. On disposal of a
foreign subsidiary, the deferred cumulative amount recognised in other comprehensive income relating to that foreign
operalion is recognised in profit (loss) statement.

Starting from 2 February 2002, Lithuanian Litas is pegged to Euro at the rate of 3.4528 Litas for 1 Euro, and the
exchange rates in relation to other currencies are set daily by the Bank of Lithuania.

2.3. Principles of consolidation

The consolidated financial statements of the Group include UAB INTER RAO Lietuva and its subsidiaries as well as
joint venture. The financial statements of the subsidiaries and joint venture are prepared for the same reporling year,
using consistent accounting policies.

Control is achieved when the Group is exposed, or has rights, lo variable returns from its involvement with the
investee and has the abilily Lo affect those returns through its power over the investee. Specifically, the Group
controls an investee if, and only if, the Group has:
- Power over the investse (i.e., existing rights that give il the current ability lo direct the relevant activilies of
the inveslee);
- Exposure, or rights, to variable returns from its involvement with lhe investee;
- The ability to use its power over the investee to affecl its refurns

Generally, there is a presumption that a majority of voling rights result in control.

Subsidiaries are consolidated from the date from which control is transferred to the Group and cease to be
consolidaled from the date on which control is transferred out of the Group. All intercompany transactions, balances
and unrealised gains and losses on Iransactions among the Group companies have been eliminated. The equity and
net income allribulable to non-controlling interests, if any, are shown separately in the statement of financial position
and the statement of comprehensive income.

Total comprehensive income of a subsidiary is atlributed to the non-controlling interesl even if that results in a deficil
balance.

Acquisilions and disposals of non-controlling interest by the Group are accounted as equity transaction: the
difference between the carrying value of the nel assets acquired from/disposed to the non-controlling interests in the
Group's financial statements and the acquisition price/proceeds from disposal is accounted directly in equity.

Interest in a joint venture

A joint venture is a lype of joint arrangement whereby the parties that have joint control of the arrangement have
rights 1o the net assets of the joint venlure. Joint control is the contractually agreed sharing of control of an
arrangement, which exists only when decisions about the relevant aclivilies require unanimous consent of the parties
sharing control.

The Group has an interest in a joint venlure, which is a jointly controlled entily, whereby the venturers have a
contractual arrangement hat establishes joint control over the economic activities of the entity. The agreement
requires unanimous agreement for financiat and operaling decisions among the venturers. The Group recognises its
interest In the joint venlure using the equity method.

15



AB INTER RAO LIETUVA, company code 126119913, A.Tuméno str. 4, Vilnius, Lithuania
CONSOLIDATED AND COMPANY’S FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 December 2014

(ali amounts are in LTL thousand unless olherwise staled}

Accounting policies (cont'd)
2.3. Principles of consolidation (cont'd)

Business combinalions

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the
aggregate of the consideration transferred, measured at acquisition date fair value and the amount of any non-
conlrolling interest in the acquiree. For each business combination, the acquirer measures the non-controlling interest
in the acquiree either at fair value or at the proportionate share of the acquiree's identifiable net assetis. Acquisition
costs incurred are expensed and included in administrative expenses.

If the business combination is achieved in slages, the acquisition date fair value of the acquirer's previously held
equity interest in the acquiree is remeasured to fair value at the acquisilion date through profit or loss. Any contingent
consideration to be transferred by the acquirer is recognised at fair value at the acquisition date. Subsequent
changes to the fair value of the contingent consideration which is deemed to be an asset or liabilily, is recognised in
accordance with IAS 39 either in profit or loss or as a change to other comprehensive income. If the contingent
consideration is classified as equity, it is not be remeasured until it is finally settled within equity.

Goodwill is initially measured at cost being the excess of the aggregate of the consideralion transferred and the
amount recognised for non-controlling interest over the net identifiable assets acquired and liabilities assumed. If this
consideration is lower than the fair value of the net assets of the subsidiary acquired, the difference is recognised in
profit or loss.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill impairment is
assessed annually. Once recognized, impairment losses are not reversed. For the purpose of impairment testing,
goodwill acquired in a business combination is, from the acquisition date, allocated to each of the Group's cash-
generaling units thal are expected to benefit from Lhe combinalion, irrespective of whether other assels or liabilities of
the acquiree are assigned lo those units.

Where goodwill forms part of a cash-generating unit and part of the operation within that unit is disposed of, the
goodwili associated with the operation disposed of is included in the carrying amount of the operalion when
determining the gain or loss on disposal of the operation. Goodwill disposed of in lhis circumstance is measured
based on the relative values of the operation disposed of and the portion of the cash-generating unit retained.
2.4, Investments (in the Company's separate accounts)

Interest in a joint venture

The Company has an interest in a joint venture, which is a jointly controlled entity, whereby the venturers have a
contractual arrangement that establishes joint control over the economic activities of the entity. The agreement
requires unanimous agreement for financial and operating decisions among the venlurers. The Company accounis
for its interest in lhe joint veniure at cost less impairment.

Inlerests in subsidiaries

Investments in subsidiaries are measured at cost less impairment in the statement of financial position of the
Company. Accordingly, the investment is initially recognised at cost, being the fair value of the consideration given
subsequently adjusled for any impairmenl losses. The carrying value of the investment is tested for impairment when
events or changes in circumslances indicate that the carrying value may exceed the recoverable amount {higher of
the two: fair value less costs to sell and value in use) of the investment. If such indications exist, the Company makes
an estimate of the investment's recoverable amounl. Where the carrying amount of an investment exceeds ils
estimated recoverable amount, the investment is written down to its recoverable amount. Impairment loss is
recognised in the statement of comprehensive income as financial expense for the period.

As at 31 December 2014 and 2013, for the evaluation of impairment of investment inlo subsidiary Vydmantai wind
park, UAB the value in use concept was applied.
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Accounting policies (cont'd)
2.5. Intangible assets other than goodwill

Intangible assets acquired separately are measured inilially al cost. The cost of intangible assels acquired in a
business combination is fair value as at the dale of acquisilion. Intangible assets are recognised if it is prabable that
fulure economic benefits that are attributable to the asset will flow o the enterprise and the cost of asset can be
measured reliably.

The useful lives of all intangible assets are assessed {o be finite.

After initial recognition, intangible assels with finite lives are measured at cost less accumulated amortisation and any
accumulated impairment losses. Intangible assets are amortised on a straight-line basis over their expected useful
lives (years), except for the wind farm operating license which validity term is indefinite, but the associated favourable
fixed feed-in tariff expires in 2020.

The amoriisation period of the wind farm operaling license 9.5 years

Intangible asseis are assessed for impairment whenever there is an indicalion that the intangible asset may be
impaired.

The useful lives, residual values and amoriisation methed are reviewed annually to ensure that they are consistent
with the expected pattern of economic benefits from items in intangible assets other than goodwill.

2.6. Property, plant and equipment and investment property

Property, plant and equipment and investment property are stated at cost less accumulated depreciation and
impairment losses,

The initial cost of property, plant and equipment and investment property comprises its purchase price, including non-
refundable purchase taxes and any direclly allributable costs of bringing the asset to its working condition and
localion for its intended use. Expenditures incurred after the property, plant and equipment is ready for its intended
use, such as repair and maintenance costs, are normally charged o the statement of comprehensive income in the
period the costs are incurred.

The Group has leased plols of land on which it operates wind turbines. Those lease arrangements are classified as
finance leases of lhe land. The initial cost of land leased is equal to the present value of fulure lease payments. For
these purposes the applicable lease period was eslimated at 20 years and the discount rate applied was 4.8%.
Deprecialion of leased land is calculated over the minimum lease period, because the lease period represents useful
life of leased land.

Depreciation is computed on a straight-line basis over the following estimated useful lives (years):

Land lease 20
Office premises 15
Buildings and struclures 8-20
Machinery and equipment (wind power plants) 20
Vehicles 5-10
Other fitlings, fixtures, tools and equipment 3-6
Investment properly (buildings and slructures) 17

The useful lives, residual values and deprecialion method are reviewed annually to ensure that they are consistent
with the expecled pattern of economic benefits from items in property, plant and equipment and investment property.

An item of property, plant and equipment and investment property is derecognised upon disposal or when no future
economic benefifs are expected from its use or disposal. Any gain or loss arising on derecognition of the asset
{calcutaled as the difference between the net disposal proceeds and the catrying amount of the asset} is included in
the statement of comprehensive income in the year the asset is derecognised.
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Accounting policies (cont'd)
2.7. Financial assets

The Group's and the Company's financial assels are classified as either financial assets at fair value through profit or
loss, held-lo-malurily investments, loans and receivables or available-for-sale financial assets, as appropriate. All
purchases and sales of financial assels are recognised on the trade date. When financial assets are recognised
initially, they are measured at fair value, plus, in the case of invesiments not al fair value through profit or loss,
directly attributable transaction costs.

Financial assets al fair value through profit and loss

The category of financial assets at fair value through profit and loss includes financial assets classified as held for
trading. Financial assets are classified as held for trading if they are acquired for the purpose of selling in the near
term. This category includes derivative financial instruments entered into by the Company that are not designated as
hedging instruments in hedge relationships as defined by IAS 39. Gains or losses on investments held for trading are
recognised in the statement of comprehensive income. The Group and the Company does not have any material fair
value through profil and loss financial instruments.

Held-to-malurity investments

Non-derivative financial assets with fixed or delerminable payments and fixed maturily are classified as held-to-
maturity when the Company has the positive inlention and ability to hold to maturity. Investments that are intended to
be held-to-malurity are subsequently measured at amortised cost. Gains and losses are recognised in the statement
of comprehensive income when the investments are derecognised or impaired, as well as through the amorlisation
process.

Available-for-sale financial asseis

Available-for-sale financial asseis are those non-derivative financial assets thal are designated as available-for-sale
or are not classified in financial assets at fair value through profit or toss, held-to-maturity investments and loans and
receivables categories. After inilial recognition available-for-sale financial assets are measured at fair value with
unrealized gains or losses (except impairment and gain or losses from foreign currencies exchange) being
recognised in other comprehensive income until the investment is derecognised or until the invesiment is determined
lo be impaired al which lime Lhe cumulative gain or loss previously reported in other comprehensive income is
included in the profit {loss) siatement. The Group and the Company does nol have any malerial available-for-sale
financial instruments.

Loans and receivables

Loans and recsivables are non-derivalive financial assets with fixed or determinable payments that are not quoted in
an active market. Receivables are initially recorded at the fair value of the consideralion given. Loans and receivables
are subsequently carried at amortised cost using the effective interest method less any allowance for impairment.
Gains and losses are recognised in the statement of comprehensive income when the loans and receivables are
derecognised or impaired, as well as through the amortisation process.

Allowance for doubtful receivables is evaluated when the indications leading to the impairment of accounts receivable

are noticed and the carrying amount of the receivable is reduced through use of an allowance account. Impaired
debts are derecognised (written off) when they are assessed as uncollectible.
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Accounting policies {(cont'd)
2.8, Derecognition of financial assets and liabilities
Financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognised when:

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

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

- lhe Group and the Company has transferred its righls to receive cash flows from the asset and either (a) has
transferred substanlially all the risks and rewards of the asset, or (b) has neilher {ransferred nor retained
substantially all the risks and rewards of the assel, but has transferred control of the asset.

When the Group and the Company has transferred its rights to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the asset nor transferred control of the asset, the
assel is recognised to the extent of the Group's and the Company's continuing involvement in the asset. Continuing
involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of consideration that the Group and the Company could be
required to repay.

Financial liabilities

A financtal liability is derecognised when the obligation under the lfability is discharged or cancelted or expired. When
an existing financial liability is replaced by another from the same lender on substantially different lerms, or the terms
of an existing liability are substantially modified, such an exchange or modification is trealed as a derecognition of the
original liability and the recognition of a new liability, and the difference in the respeclive carmying amounts is
recognised in the statement of comprehensive income.

2.9. Fair value measurements

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market parlicipants at the measurement date. The Group and the Company uses valuation techniques thal
are appropriate in the circumstances and for which sufficient data are available to measure fair value, maximising the
use of relevant observabte inpuls and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial stalements are categorised
within the fair value hierarchy, described as follows, based on the lowest lavel input that is significant to the fair value
measurement as a whole:

Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities

Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable

Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable,

For assets and liabililies that are recognised in the financial statemenls on a recurring basis, the Group and the
Company determines whether transfers have occurred between Levels in the hierarchy by re-assessing
calegorisation (based on the lowest level input that is significant to the fair value measurement as a whole) at the end
of each reporling period.

2.10. Inventorles

Inventories are valued at the lower of cost or net realisable value, after impairment evaluation for obsclete and slow
moving items. Net realisable value is the selling price in the ordinary course of business, less the costs of completion,
marketing and distribulion. Cost of inventory is determined by the first-in, first-out {FIFO) method. Unrealisable
inventory is fully written-off.

2.11. Cash and cash equlvalents

Cash includes cash on hand and cash with banks. Cash equivalents are short-term, highly liquid investments that are
readily convertible to known amounts of cash with original maturities of three months or less and that are subject to
an insignificant risk of change in value,

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand and in current bank
accounts as well as deposits in bank with criginal term equal to or less than 3 months,
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Accounting policies (cont'd)
2.12. Derivative financial instruments

The Group engages in swap conliract for interest rate and the Group and the Company engages in forward contract
for electricity price risk management purposes. Derlvative financial instruments are initially recognized at cost.
Subsequent to initial recognition and measurement, outstanding swaps and other financial instrumenls are carried in
the statement of financial position at the fair value. Fair value is derived from quoted market prices {level 1 in fair
value hierarchy), or using the discounted cash flow method applying effective interest rate (level 2 in fair value
hierarchy). The eslimated fair values of these confracts are reported on a gross basis as financial assets for contracls
having a posilive fair value, and financial liabilities for contracts with a negative fair value.

Gain or loss from changes in the fair value of culslanding forward contracts, swaps and other financial instruments,
which are not classified as hedging instruments, are recognized in the statement of comprehensive income as they
arise.

2.13. Hedge accounting

For the purposes of hedge accounting, hedges are classified into two categories: (a) fair value hedges which hedge
the exposure 1o changes in the fair value of a recognized asset cr liability; and {b} cash flow hedges which hedge
exposure to variability in cash flows that is either attributable to a parlicular risk associated with a recognized asset or
liability or a forecasted transaction. The Group and the Company uses cash flow hedge.

In relation to cash flow hedges, which meet the conditions for hedge accounting, the porlion of the gain or loss on lhe
hedging instrument that is determined to be an effeclive hedge is recognized initially in other comprehensive income
and the ineffective portion is recognized in the statement of comprehensive income (profit or loss). The gains or
losses on effective cash flow hedges recognized initially in equily are either transferred to the statement of
comprehensive income {profil or loss) in the period in which the hedged transaction impacts the statement of
comprehensive income or included in Lthe initial measurement of the cost of the related asset or liability.

For hedges, which do not qualify for hedge accounting, any gains or losses arising from changes in the fair value of
the hedging instrument are taken direclly to the slatement of comprehensive income {profit or loss) for the period.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminaled or exercised, or no
longer qualifies for hedge accounting. At that point in time, any cumulative gain or loss on the hedging instrument
recognized in equity remains in equily unlil the forecasled transaction occurs. Where the hedged transaction is no
longer expected to occur, the net cumulative gain or loss recognized in equily is ransferred to the statement of
comprehensive income {profit or loss).

In 2014 and 2013 the Group has entered into inlerest swap agreement with a purpose to hedge itself against a
possible fluctuationfincrease of EURIBOR on the loan taken from a bank, i. e. effectively swilching the interest info a
fixed rate (Nole 14), In 2014 the Group and the Company has entered inlo electicily forward contracts with a
purpose to hedge itself against a possible fluclualion of electricily prices (Note 14).

2.14. Borrowings

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes a
subslantial period of time to get ready for its intended use or sale are capitalised as part of the cost of the respective
assets. All other berrowing costs are expensed in the period lhey occur.

The Group capitalises borrowing costs for all qualifying assets where construclion was commenced on or after 1
January 2009. However, there were no borrowing costs matching the capitalisation criteria in 2014 and 2013,

Borrowings are inilially recognised at fair value of proceeds received, less the costs of lransaction. They are
subsequently carried at amortised cost, the difference between net proceeds and redemplion value being recognised
in the net profit or loss over the period of the borrowings (except for the capitalized part) using the effeclive interest
method.
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Accounting policies (cont'd)

2.15. Financial and operating leases

The determinalicn of whether an arrangement is, or conlains a lsase is based on the substance of the arrangement
at inception date of whether the fulfilment of the arrangement is dependent on the use of a specific asset or assels or
the arrangement conveys a right to use an assel.

Financial lease

Finance leases that transfer to the Group substantially all the risks and benefits incidental to ownership of

lhe leased ilem, are capilalised at the commencement of the lease. The Group recognises financial leases as assets
and lfabilities in the statement of financial position at amounts equal at the inceplion of the lease to the fair value of
the leased property or, if lower, to the present value of the minimum {ease payments. The rate of discount used when
calculating the present value of minimum payments of financial lease is the interest rate implicit in the financial lease
agreement, when it is possible to delermine it, in other cases, Group's incremenial interest rate on borrowings
applies. Directly aftributable initial costs are included into the assset value. Lease payments are apportioned between
the finance charges and reduction of the lease liability so as to achieve a constant rate of inlerest on the remaining
balance of the liability.

The depreciation is accounted for financial lease assets. The depreciation policy for leased assets is consistent with
that for depreciable assets that are owned. The leased asssts cannot be depreciated over a period longer than lease
term, unless the Group, according to the lease contract, oblains ownership at the end of the lease term.

Operaling lease

Leases where the lessor retains all significant risks and benefits of ownership of the asset are classified as operating
feases. Operating lease payments are recognised as an expense in the statement of comprehensive income cn a
straight-line basis over the lease term.

2.16. Income tax

The Group companies are taxed individually, irrespective of the overalt results of the Group. Income tax charge is
based on profit for the year and considers deferred taxation, The charge for taxation included in these financial
statements is based on the calculation made by the management in accordance with tax legislation of the Republic of
Lithuania, the Republic of Latvia, the Republic of Estonia and the Republic of Poland.

The standard income tax rate in Lithuania is 15%, in the Republic of Latvia — 15%, in the Republic of Poland — 19%,
in the Republic of Estonia — 0% (though dividends paid are taxable).

Starting from 1 January 2014 the tax loss carry forward that is deduciible cannot exceed 70% of the current financial
year taxable profit. Tax losses in Lithuania can be carried forward for indefinite period, excepl for the losses incurred
as a resull of disposal of securilies andfor derivative financial Instruments. Such carrying forward is disrupted if the
company changes its aclivilies due to which these losses were incurred except when the company does not continue
its activities due to reasons which do not depend on the company iself. The losses from disposal of securities and/or
derivative financial instruments can be carmried forward for 5 consecutive years and only be used to reduce the
taxable income eamed from lhe lransaclions of the same nalure.

Tax losses in the Republic of Latvia incurred in or before 2007 may be carried forward eight years. Tax losses
incurred in 2008 and subsequent years may be carried forward indefinitely.

Tax losses in the Republic of Poland may be carried forward to the following five tax years to offset profits from ail
sources that are derived in those years. Up to 50% of the original loss may offset profits in any of the five tax
years. Losses may nol be carried back.

Deferred taxes are calculated using the liability method. Deferred taxes reflect the net tax effects of temporary
differences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts
used for income tax purposes. Deferred tax assels and liabilities are measured using the tax rates expecled (o apply
to taxable income in the years in which those temporary differences are expected to be recovered or settled based on
tax rates enacted or substantially enacted at the date of the statement of financial position.

Deflerred tax assels have been recognised in the statemenl of financial position to the extent the management
believes it will be realised in the foreseeable future, based on taxable profit forecasts. If it is believed hat part of the
deferred tax is not going to be realised, this part of the deferred tax asset is not recognised in the financial
statements.
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Accounting policies {cont'd)
2.17. Revenue recognition

Revenue is recognised when it is probable that the economic benefits associaled wilh the transaction will flow to the
enterprise and the amount of the revenue can be measured reliably. Sales are recognised net of VAT and discounts.

Sale of electricity is recognised at the lime of delivery, based on the value of the volume supplied. Physical electricity
sales and purchase centracts are accounted for on accrual basis as they are contracled with the Group's expected
purchase, sale or usage requirements,

Physical electricily sales and purchases are done through the power exchange (Nord Pool Spot}. The sales and
purchases are netted on the Company and the Group level on an hourly basis and posted either as revenue or cost,
according to whether the Cempany and the Group is a net seller or a net buyer during any parlicular hour.

Revenue from sales of produced electricity is recognised on accruat basis when transfer of risks and rewards has
been completed.

Revenue from services is recognised when services are rendered.
Dividend income is recognised when the dividends are declared.

Interest income or expense are recorded using the effective interest rate {EIR), which is the rate that exactly
discounts the eslimated future cash payments or receipts through the expected life of the financial instrument to the
net carrying amount of the financial assst or liability. it is included in finance income or expenses in the profit {loss)
statement.

2.18. Impairment of assets
Financial assetfs
Financial assets are reviewed for impairment at each reporting date.

For financial assets carried at amoriised cost, whenever it is probable that the Company and the Group will not collect
all amounts due according to the contractual terms of loans or receivables, an impairment or bad debt loss is
recognised in the statement of comprehensive income. The reversal of impairment losses previously recognised is
recorded when the decrease in impaimment loss can be justified by an event occurring after the write-down. Such
reversal is recorded in the statement of comprehensive income. However, the increased carrying amount is only
recognised to the extent il does nol exceed the amortised cost that would have been had the impairment not been
recognised.

If there is objective evidence that an impairment loss on an unguoled equily instrument that is not carried at fair value
because iis fair value cannot be reliably measured, has been incurred, the amount of the loss is measured as the
difference between the carrying amount and the present value of estimated future cash flows discounted at the
current market rate of return for a similar financial asset.

Other assets {excluding goodwill

Other assets are reviewed for impairment whenever events or changes in circumslances indicate that carrying
amount of an asset may not be recoverable. Whenever the carrying amount of an asset exceeds its recoverable
amount, an impairment loss is recognised in the statement of comprehensive income. Reversal of impairment losses
recognised in prior years is recorded when there is an indication that the impairment losses recognised for the asset
no longer exist or have decreased. The reversal is accounted for in the same caption of the slatement of
comprehensive income as the impairment loss.

2.19. Use of judgments and estimates in the preparation of financial statements

The preparation of financial statemenls in conformity with International Financial Reporting Standards requires
management to make estimates and assumptions lhat affect the reporled amounts of asselts, liabilities, income and
expenses and disclosure of contingencies. The significant areas of estimation used in the preparation of the
accompanying financial statements relate to depreciation and amortisation (Notes 2.5, 2.6, 4, 5 and 13), impairment
evaluation of goodwill, including allocation of Group assels to cash generaling units (Notes 2.3 and 4). The
management also made a judgment regarding net revenus presentation (Note 2.17). Future events may occur which
will cause the assumplions used in arriving at the estimates to change. The effect of any changes in estimates will be
recorded in the financial statements, when determinable.

22



AB INTER RAQ LIETUVA, company code 126119913, A.Tuméno sir. 4, Vilnius, Lithuania
CONSOLIDATED AND COMPANY'S FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 December 2014
{all amounts are in LTL thousand unless otherwise stated)

Accounting policies (cont'd)

2.20. Contingencies

Conlingent liabilities are not recognised in the financial stalements, except for conlingent liabilities associated with
business acquisitions. They are disclosed unless the possibility of an outflow of resources embodying economic

benefits is remole.

A contingent asset is nol recognised in the financial statements bul disclosed when an inflow or aconomic benefits
are probable.

2.21. Subsequent events
Subsequent evenls thal provide additional information about the Group's position at the date of statement of financial

position (adjusting events) are reflected in lhe financial statements. Subseguent events (hat are not adjusting events
are disclosed in the notes when material.
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Segment information

For management purposes, the Group is organized inlo business units based on fype of activities and has two

reportable segments:

+ Purchase and sales of electricity;
¢  Production and sales of electricity.

The segment of purchase and sales of electicity includes operations of UAB INTER RAQ Listuva, SIA INTER RAQ
Latvia, OU INTER RAQ Eesli and Sp. z 0.0. IRL Polska. The Group and the Company have entered into contracts for
the purpose of lhe receipt and delivery of electricity in accordance with the entily's expected purchase, sale or usage
requirements. Furlhermore, the Group and the Company also perform irading sales of electricity on the power

exchange.

The segment of production and sales of electiicity includes operations of Vydmantai wind park, UAB. Eleclricily is
produced by wind turbines and sold to AB Lieluvos energijos gamyba.

For managernent purposes, the Company is erganized inio a single business unit - purchase and sales of electricily,
therefore this note does nof include any disclosures on operaling segments on the Company’s level as they are the
same as informalion provided by the Company in these financial statements.

No operating segments have been aggregated to form the above reportable operating segments.

Segment performance is evaluated based on operating profit or loss and is measured consistently with profit from
aperalions in the consolidated financial statements.

Finance income and expenses are allocated to individual segments as the underlying instruments are managed for

each separate segment separately.

Taxes are not allocated to those segments as they are managed on a Group basis and are not allocated to operating

segments.

Transfer prices between operating segments are based on the prices set by the management, which management

considers being similar o transactions with third parties.

Operating Segments

The following tables present revenue, profit and certain asset and liability informaltion regarding the reportable

operating segments;

Group
Year ended 31 December
2014

Revenue
External customers
Total revenue

Results
Depreciation and amerlisation
Interest income

Interest expenses
Share of loss of the joint
venture

Segment operating
profit/profit from operations
Segment assets

Segment liabilities

Eleciricity Electricity Adjustments
purchases and  production Total and

sales and sales Segments eliminations Consolidated
709,316 17,021 726,337 - 726,337
709,316 17,021 726,337 - 726,337
441 8,094 8,535 - 8,535
1 78 79 - 79
216 3178 3,394 - 3,394
- - - 181 181
46,034 5,870 51,904 - 51,904
107,217 116,636 223,853 654 224,507
78,589 77,341 155,930 6,727 162,657

Segment assets and liabililies are presented aflter elimination of intercompany assets and liabilities wilhin the
segment, which are eliminated on consolidation.
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‘Segment information {(cont’d}

Other disclosures
Interest in a joint venture - - - 675 675
Capital expenditure 282 - - - 282

Capital expenditure consists of additions of property, plant and equipment, intangible assets, investment properties
and assets from the acquisition of subsidiaries.

Group Electricity Electricity Adjustments

Year ended 31 purchases and  production and

December 2013 sales and sales  Total Segments  eliminations Consolidated
Revenue

External cuslomers 740,761 17,121 757,882 - 757,882
Total revenue 740,761 17,121 757,882 - 757,682
Results

Depreciation and

amoriisation 461 8,080 8,541 - 8,541
Interest income 18 103 121 - 121
Interest expenses 200 3,868 4,068 - 4,068
Share of loss of the

joint venture - - - (13) (13)
Segment operating

profit/profit from

operations {2,392) 4,851 2,459 - 2,459
Segment assets 69,303 124,526 193,829 8,778 202,607
Segment liabilities 79,626 87,011 166,637 2,676 169,313

Segment assels and liabililies are presented after elimination of intercompany assets and liabilities within the
segment, which are eliminaled on consolidalicn.

Other disclosures
Interest in a joint veniure - - - 044 944
Capital expenditure 362 - “ - 362

Capital expenditure consists of additions of properly, plant and equipment, inlangible assels, investment properties
and asse!s from the acquisition of subsidiaries.
31 December 31 December

Reconclliation of liabilities 2014 2013

Segment operating liabilities 155,930 166,637
Deferred tax liabilities 2,876 2,676
Current tax payable 3,851 -
Group total liabilities 162,657 169,313

31 December 31 December

Recongclliation of assets 2014 2013

Segment operating assets 223,853 193,829
Prepaid income tax 654 8,778
Group total assets 224,507 202,607
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Segment information (cont'd)

Geographical information

The following table presents the Group's and the Company’s geographical information on revenue based on the

location of the customers:

Lithuania®
Lalvia
Estonia*”
Poland
Belarus
Russia

Total revenue

* Includes also sales of Lilhuanian company to the power exchange

**Represents lrading sales on a power exchange.

Group Company

2014 2013 2014 2013
588,689 591,379 571,667 574,255
104,117 117,652 77,802 89,424
22,486 31,195 143 29,079
8,962 - - -
- 13,408 - 13,408
2,083 4,348 2,083 4,348
726,337 757,882 651,695 710,514

Revenue from each single cuslomer exceeding 10% of the Group's and the Company's revenue in 2014 amounted o
LTL 166 million, LTL 123 million and LTL 105 million (2013: LTL 112 million, LTL 94 million LTL 85 million, LTL 82
million and 77 million). Revenue from each single custemer exceeding 10% of the Group's electricity production and
sales segment revenue in 2014 amounted to LTL 17 million (2013: LTL 17 million).

The major part of the Group’s and Company's non-current assets is located in Lithuania. Non-current assets for this
purpose consist of property, plant and equipment, investment property, intangible assets, non-current financial and

ot_her assels.

Intangible assets

Contract of Other

Group Operating emission intangible

license reduction units assets Goodwill Total
Cost
Balance as at 31 December 2012 39,350 450 - 9,926 49,726
Balance as at 31 December 2013 39,350 450 94 9,926 49,820
Additions - - 224 - 224
Balance as at 31 December 2014 39,350 450 318 9,926 50,044
Accumulated amortization and impairment
Balance as at 31 December 2012 5,920 450 - 3,000 9,370
Amortization lor the period 4,183 - 6 - 4,189
Impairment - - - 1,000 1,000
Balance as at 31 December 2013 10,103 450 6 4,000 14,559
Amortization for the period 4,188 - 24 - 4,212
Balance as at 31 December 2014 14,291 450 30 4,000 18,771
Net book value as at 31 December 2012 33,430 - - 6,926 40,356
Net book value as at 31 December 2013 29,247 - 88 5,926 35,261
Net book value as at 31 December 2014 25,059 - 288 5,926 31,273

The above intangible assels were identified during the purchase price allocation as a result of the business
combination in 2011, when the Company established a 100% owned entity UAB IRL Wind and the Group acquired
100% UAB Véjy spekiras shares with the purpose to acquire wind energy generation business. UAB Véjy spekiras
was laler reorganized by spinning off and transferring separate wind energy generation business to a newly
established Vydmantai wind park, UAB. The differences between the amounts paid and the fair value of the acquired

assels and liabilities were accounted for as goodwill.

Operating license is a license to produce wind generated electricily with an embedded favorable fixed feed-in tanff
applied until 2020 (the license itself has no validity lerm although the benefit associaled is temporal}).

Amorlization expenses and impairment expenses of intangible assets are included into the general and
administrative expenses caplion in the statement of comprehensive income.
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Intangible asseis (cont'd)

Goodwill impairment

For the purpose of the impairment test, the goodwill as at 31 December 2014 and 2013 was allocated to the following
cash generaling unit {CGU) — wind energy generalion business unit - Vydmantai wind park, UAB.

The recoverable amount of the cash generaling unit as at 31 December 2014 and 2013 was delermined based on
the value in use calculation using cash flow projections based on the fwenty-years financial forecasts prepared by the
management. The pre-tax discount rate of 9.9 % in 2014 and 2013 was applied. Twenty years forecast was vsed in
order 1o avoid arlificial inflation of the revenue stream due {o the fixed feed-in tariff applied lo Vydmantat wind park,
UAB until 2020, starling with 2021 market prices will be applicable. Significant assumptions vused for the assessment
of the value in use in 2014 and 2013 are described further:

1) the availability of wind turbines - wilt not fluctuate significantly over the first half of the forecasted period and
in the remaining period will decrease due to a normal wear and tear of the equipment, regular maintenance
of which is performed,

2} the efficiency of wind turbines (depending on the wind speed) - efficiency level in a long run is forecasted at
the slightly lower than historical level due to a rather high level of unpredictability,

3} \he eleclricily purchase price - revenues are expected to remain rather stable until 2020 due o a feed-in
tariff applied, which ensures the purchases of electricity at a stable price, in the following years, electricily
will be sold at market price, which is expecied o be initially lower than the feed-in tariff and lo increase over
the period by 4-6% growth rate. Such forecasls are based on the Group's management estimate, since
there is no reliable long-term prognosis; in addition, the Group is one of lhe most experienced players in this
markel.

As a result of the analysis above, the management recognised additional impairment charge of LTL 1,000 thousand
in 2013, while no impairment was recognised in 2014. The management recognised an impairment charge of LTL
3,000 lhousand in 2011 against goodwill previously carried at LTL 9,926 thousand. Goodwili impairment may not be
reversed in the future under any circumstances.

tn the opinion of the Group's management, the most importani assumptions are the efficiency level (see above),
electricity prices after 2020 and the discount rale. The discount rale is based on the specific circumstances of lhe
Group and iis operating segments and is derived from ils weighted average cost of capital - WACC (8.4% as al 31
December 2014 and 2013). In respect of the efficiency level, the management strongly believes that in the long run it
can only increase (based on historical trends), which has a positive impact on CGU resulis. If the discount rate
increased by 0.5%, no additional impairment would occur in 2014, in case all the rest of the assumplions remain
constant. if the forecasted eleclricily prices after 2020 decreased by approximately 10% and increased over the
subsequent period by 3% growth rate, additional impairment of LTL 1 million would occur, in case all the rest of the
assumptions remain constant. At the lime of preparing these financial statements the management of the Group did
not expect any significant changes in the assumptions used, including the discount rate, due lo decrease of interest
leve! in global markets.
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Property, plant and equipment

Movement of property, plant and equipment in 2014 and 2013 is presented below:

Group

Cost

Balance as at 31 December 2012
Additions

Write-offs and disposals

Batance as at 31 December 2013
Additions

Write-offs and disposals

Balance as al 31 December 2014

Accumulated depreciation
Balance as at 31 December 2012
Depreciation for the period
Write-offs and disposals

Balance as at 31 December 2013
Depreciation for the period
Write-offs and disposals

Balance as at 31 December 2014

Net book value as at 31
December 2012
Net book value as at 31
December 2013
Net book value as at 31
December 2014

Buildings Machinery Other property
and Office and plant and
Land*  structures premises equipment equipment Total
3,013 13,285 3,907 74,020 891 95,126
- - - - 268 268
- - - - (625) (625)
3,013 13,295 3,907 74,020 534 94,769
- - - - 58 58
- - - (48) {88) {136)
3,013 13,295 3,907 73,972 504 94,691
184 991 196 5,367 662 7,400
142 591 260 3,167 153 4,313
. - - - {624) {624)
326 1,582 456 8,534 191 11,089
142 591 260 3,167 123 4,283
- - - (48) (79) (127)
468 2173 716 11,653 235 15,245
2,829 12,304 3,711 68,653 229 87,726
2,687 11,713 3,451 65,486 343 83,680
2,545 11,122 3,191 62,319 269 79,446

*Land balance represents caplalised financial iand lease.
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Property, plant and equipment (cont'd)

Company

Cost

Balance as at 31 December 2012
Addilions

Wrile-offs and disposals

Balance as at 31 December 2013
Additions

Write-offs and disposals

Balance as at 31 December 2014

Accumulated depreciation
Balance as at 31 December 2012
Depreciation for the period
Whrite-offs and disposals

Balance as at 31 December 2013
Deprecialion for the period
White-offs and disposals

Balance as at 31 December 2014

Net book value as at 31 December 2012
Net book value as at 31 December 2013
Net book value as at 31 December 2014

Machinery  Other property
Office and plant and
premises  equipment equipment Total
3,907 48 786 4,741
- - 268 268
- ; (625) (625)
3,907 48 429 4,384
_ - 58 58
- (48) (66) (114)
3,907 - 421 4,328
196 38 605 839
260 8 148 416
- - {624) (624)
456 46 129 631
260 2 115 377
- (48) {66) (114)
716 - 178 894
3,71 10 181 3,902
3,451 2 300 3,753
3,191 - 243 3,434

The depreciation charge of the Group's and the Company’s property, plant and equipment for the year 2014 amounts
to LTL 4,283 thousand and LTL 377 thousand, respectively (LTL 4,313 thousand and LTL 416 thousand in the year
2013, respeclively). These amounts are included into the general and administrative expenses in the slatement of
comprehensive income except for the amount of LTL 3,899 in 2014 (LTL 3,757 thousand in 2013}, which is included
in the cost of sales in the Group's statement of comprehensive income.

Land was leased under finance lease agreements {Note 13) in 2014 and 2013. In 2013 the lease conlract of buildings
and slructures was refinanced by a long term loan and buildings and structures, machinery and equipment with the

net book value of LTL 73,441 thousand are pledged to the bank to secure the loans received by lhe Group.

There were no material fully depreciated property, plant and equipment in the Greup and the Company as at 31

December 2014 and 2013.
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Interest in a joint venture

As at 31 December 2014 and 2013 the Company had a 49.99% interest in YAB Alproka, a jointly controlled entity,
which is engaged in the development of real eslate projecls (also see Note 1).

UAB Alproka is a private enlily that is not listed on any public exchange. The following table illustrates summarized
financial information of the Group's investment into UAB Alproka, which is accounted for using the equity method:

As at 31 As at 31
December December
Joint venture's statement of financial position 2014 2013
- Current assels 1,354 2,202
Non-current assels 50 68
Current liabilities (54) (382)
Non-current liabilities - -
Equity 1,350 1,888
Share of joint venture’s equity 675 944
Joint venture’s revenue and profit
Revenue 665 1,398
Profit (loss} 364 (26)
Other non-current financial assets
Group Company
As at 31 As at 31 As at 31 As at 31
December December December December
2014 2013 2014 2013
Non-cuirent deposit 3,453 1,726 - -
Non-current receivables 209 60 - 5
Non-current guarantees 576 - 576 -
Available-for-sale investments - 119 152 114
' 4,238 1,905 728 119

As at 31 December 2014 other non-currenl assets of the Group comprise two 4% and 0,45% annual interest deposits
in equal amounts of LTL 1,726 thousand in Swedbank AB till 2016, which are a mandatory guarantee under the credit
agreement, which is disclosed under Note 12. As at 31 December 2013 other non-current assets of the Group mainly
comprised a 4 % annual inlerest deposit in Swedbank AB.

Trade receivables

As at 31 December 2014 and 2013 the Group's and the Company’s frade receivables consisled of receivables for
supplied electricity.

Group Company ‘
As at 31 As at 31 As at 31 As at 31
December December December December
2014 2013 2014 2013
Trade receivables, gross 59,532 50,103 52,860 45,257
Less: allowance for doubtful trade
receivables {10) (4) (10) (4)
59,522 50,099 52,850 45253

Increase in lrade receivables in 2014 is mainly relaied to increased sales in December comparing to prior year.

The Group and the Company as at 31 December 2014 had LTL 10 thousand of doubtful receivables (LTL 4 thousand
as at 31 December 2013).

There were no significant past due trade receivables as al 31 December 2014 and 2013 in the Group and in the
Company.

Trade receivables are non-interest bearing and are generally colleclible on 2-30 days terms.
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Accrued income and other receivables

As af 31 December 2014 the other receivables of the Group mainly consisted of accrued income amounting lo
LTL 6,695 thousand (2013 — LTL 4,494 thousand), which represent earned but not invoiced eleclricily sales
revenues. The increase of accrued income is related to the increase in revenues in SIA INTER RAO Latvia.

There were no past due other receivables of the Group and lhe Company as at 31 December 2014 and 2013.
Cash and cash equivalents

Group Company

As at 31 As at 31 As at 31 As at 31
December December December December

2014 2013 2014 2013
Cash al bank 38,767 15,202 28,838 3,418
38,767 15,202 28,838 3,418

The significant increase in Group's and Company’s cash at bank is mainly related to significantly increased
profitability.

Reserves

Leqal reserve

Legal reserve is a compulsory reserve under the Lithuanian legislation. Annual transfers of nol less than 5% of net
profit are compulsory until the reserve reaches 10% of the share capital.

As at 31 December 2014 and 2013 the Company's legal reserve was fully formed.

In 2014 the Company’s subsidiary Vydmantai wind park, UAB made a transfer to legal reserve in the amount of LTL
754 thousand.

Cash flow hedge reserve

This reserve represents the effective part of the change in fair value of the derivative financial instruments (interest
rate swaps and electricity forward conlracis), used by the Group and the Company to secure the cash flows from
inlerest rate and electricity price change risk, at the reporting date. The reserve is accounted for according to the
requirements of IAS 39 (Note 14).
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12 Borrowings

As at 31 December ihe financial debts consisted of:

Group Company

Asat31 Asat31 Asat31 As at 31
December December December December

2014 2013 2014 2013
Non-current borrowings 58,870 70,264 - -
Current portion of non-current borrowings 11,394 11,746 - -
Other current financial debls (a) 10,536 17,182 10,5636 17,182

80,800 99,192 10,536 17,182

in 2013 upon the merger of Vydmantai wind park, UAB and UAB IRL Wind (Note 1), the Group company Vydmantai
wind park, UAB, signed the agreement with Swedbank AB, refinancing the loan and financial lease agreements of
UAB IRL Wind which ceased the activities after the merger, according to which all land lease rights, buildings and
structures, machinery and equipment, with the net book value of LTL 73,441 thousand and 100 % of Vydmantai wind
park, UAB shares are pledged. Inlerest rate applied is 6 months EURIBOR + 2.45 %. The loan is dencminated in
EUR and the final repaymenl dale is 31 December 2020.

Interest rale applicable as al 31 December 2014 was 2.84 % {4.1% as at 31 December 2013).
Fulure loan payments under the above mentioned loan conlracts as at 31 December 2014 and 2013 are as follows:

Group Company

Asat31 Asat31 Asat31 Asat3i
December December December December

2014 2013 2014 2013
Within one year 21,830 28,928 10,536 17,182
From cone to five years 45,577 45577 - -
After five years 13,293 24,687 - -
Total financial lease obligations 80,800 99,192 10,536 17,182

According to the agreement above, Vydmantai wind park, UAB has to comply wilh certain financial and non-financial
covenants, one of which is debt service coverage ratio during the term of the agreement. As of 31 December 2014
and 2013 the company did not comply with this ratio. However, till 31 December 2014 and 2013 the bank had
confirmed in writing thal it was informed about the Vydmanlai wind park, UAB noncompliance with these lerms stated
in the credit agreement and that it will not require early repayment of the loan because of this incompliance.

a) The Company entered into loan agreements with the shareholders RAO Nordic Oy and UAB Scaent Baltic in 2014
and in 2013. The loans which were outstanding as at 31 December 2013 were repaid in 2014 and new loans
wilhdrawn in 2014. The interest rates are equal to average interest rate of loans by commercial banks of the Republic
of Finland granted to new business (non-financial comporations) over 1 million EUR. The loans are denominated in
EUR and the final repayment date is 31 March 2015. Interest rate applicable as at 31 December 2014 was 2.19%
(1.91% as at 31 December 2013).
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Financial lease

The Group leases land under financial lease contracls wilh the net book value of LTL 2,545 thousand as at 31
December 2014 (LTL 2,687 thousand As at 31 December 2013). The contraclual lease terms are diverse, but for
the financiat reporling purpose, the judgmental period of 20 years from the inception date (represenling usage of
wind farm) was used by the management. The interesl rate applied is 4.8%.

Future minimal lease payments under the above menlioned financial lease contracts as at 31 December 2014 and

2013 are as follows:
As at 31 As at 31
December December

2014 2013

Within one year 235 241
From one to five years 1,205 1,205
After five years 2,606 2,847
Total financial lease obligatlions 4,046 4,293
Interest (1,366) (1,469}
Present value of financial lease obligations 2,680 2,824
Financial lease obligations are accounted for as:

- current 235 237

- non-current 2,445 2,587
Financial lease obligations are denominated in LTL.
Derivative financial instruments

Group Company

Asat31 Asat31 Asat31 Asatdl
December December December December
2014 2013 2014 2013

Derivative financial instruments (non-current part) - assets 88 - 91 -
Derivative financial instruments (current part) - assets 195 - 195 -
Derivative financial instruments (non-current part) - liabilities (1.644) (385) - -
Derivative financial instruments (current par) - liabililes (1,116}  {i,141) (119) -
Total derivative financial instruments (2,477) (1,526) 167 -

As at 31 December 2014 and 2013, the Group's company Vydmantai wind park, UAB had an interest rate swap
agreement for purpose of future cash low hedge. On 29 June 2012 the Group has concluded interest rate swap
agreement for the period from 17 July 2012 to 17 Oclober 2020. The Group’s company pays a fixed interest rale at
1.65 % and recelves a floating inferest rate at 6-month EURIBOR on a notional amount set in the agreement. The
notional amount of the transaction at the inception moment was EUR 12,500 thousand {the equivalent of LTL 43,160
thousand) and is amortised over the period of validily of the derivalive. The notional amount of the transaclion after
the merger {see Nole 1) was increased to EUR 23,300 thousand {lhe equivalent of LTL 80,450 thousand). The
interest rale swap is being used to hedge the exposure to changes in the market based rates and to secure the cash
flows for the loan (Note 12).

In 2014 the Group's company QU INTER RAO Eestli signed electricity forward contacts for the purposes of fulure
cash flow hedge. The forward contracts are for 2015, 2016 and 2017 years.

The fair value of derivative financial instruments is measured by management at each reporting date. The change in
fair value of the effeclive parl of interest rate swap and electricily forward contracls is recognised in other
comprehensive income and the change in fair value of the non-effective part of interest rale swap and eleclricity
forward contracts is recognised directly in finance income {costs) and sales, respeclively, in the statement of
comprehensive income.
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14 Derivative financial instruments (cont'd)

The fair values of interest rate swap contract designated to hedge interest rate risk and electricity forward contract of

the Group are presented below:

As at 31 As at 31
December 2014 December 2013
Assets Liabilities Assets Liabilities
Interest rate swap contract
Fair value - 2,760 - 1,626
Electricity forward contract
Fair value 263 - - -
The fair values of electricily forward conltract of the Company are presented below:
As at 31 As at 31
December 2014 December 2013
Assets Liabilities Assets Liabllities
Electricity forward contract
Fair value 286 119 - -

The following fable summarizes amounts recognised in other comprehensive income during the period and in the
finance costs in the statement of comprehensive income:

Group Company
As at 31 As at 31 As at 31 As at 31
December December December December
2014 2013 2014 2013
Recognised:
Gain (loss) on interest rate swap contracl (1,234) 1,001 - -
Gain (loss) on electricily forward contract 752 - 310 _
Recognised in the