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This presentation contains certain forward-looking statements, including but not limited to, the statements and expectations contained in the ‘Outlook‘ section of this 

presentation. Statements herein, other than statements of historical fact, regarding our future results of operations, financial condition, cashflows, business strategy, 

plans and future objectives are forward-looking statements. Words such as “forecast”, “expect”, “intend”, “plan”, “will”, “may”, “should”, “continue”, “predict” or variations 

of these words, as well as other statements regarding matters that are not historical factor regarding future events or prospects, constitute forward-looking statements.

Ignitis Group have based these forward-looking statements on its current views with respect to future events and financial performance. These views involve a number of 

risks and uncertainties, which could cause actual results to differ materially from those predicted in the forward-looking statements and from the past performance of 

Ignitis Group. Although, Ignitis Group believes that the estimates and projections reflected in the forward-looking statements are reasonable, they may prove materially 

incorrect and actual results may materially differ due to a variety of factors, including, but not limited to market risks, development of construction and production assets, 

regulatory risks, operation of power plants and wind farms, prices of electricity and gas. As a result, you should not rely on these forward-looking statements. Please also 

refer to the overview of risk factors in “Risk and risk management” on Annual report 2020.

Certain financial and statistical information contained in this Presentation is subject to rounding adjustments. Accordingly, any discrepancies between the totals and the 

sums of the amounts listed are due to rounding. Certain financial information and operating data relating to the Ignitis Group contained in this Presentation has not been 

audited and in some cases is based on management information and estimates and is subject to change. This Presentation may also include certain non-IFRS 

measures (e.g., Alternative Performance Measures available on our website), which have not been subject to a financial audit for any period. Ignitis Group interim 

financial and operational data may not be representative of its data for the full year.

Unless required by law, Ignitis Group is under no duty and undertakes no obligation to update or revise any forward-looking statement after the distribution of this 

document, whether as a result of new information, future events or otherwise.

In case of any differences between Lithuanian and English versions of the document, English version should be referred as main.

Disclaimer
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Regulatory Methodology 
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What happened and why? What did we do? Outcome

1. Regulator1 announced proposed 
changes to electricity distribution 
Price Cap Methodology2

2. Key change: RAB calculation method 
changed from LRAIC to similar to 
historical cost model

3. Regulator aimed to avoid differences
between LRAIC RAB and Historical 
cost RAB

4. Public consultation 
was announced

1. Actively participated in public 
consultation and direct dialogue with 
the Regulator 

2. Involved key stakeholders (ministries 
of Energy and Finance, EBRD, etc.) to 
provide an outside view

3. Worked to find the right balance 
between Regulator‘s goals and 
sustainability of the regulatory 
framework

1. Agreed with the Regulator on a 
sustainable regulatory framework

2. Sustainability ensured through the 
newly established additional tariff 
component, which offsets change in 
RAB calculation method

Overview
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Sustainable regulatory framework maintained
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1. National Energy Regulatory council (NERC).

2. Methodology for determining the price caps for electricity transmission, distribution and public supply services (link in Lithuanian). 

A B C
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Changes are not
related to the 

retail tariff 
increase 

mitigation 
(e.g. unlike Spain)

https://www.globenewswire.com/Tracker?data=Rfz-sbGcOCvw9lwmNEnbyoFQ75l20ngH4hTzPM2091FzQ4HXx_zfnivjOx0piSzZGO97tBHVB45GdPdU7dZo4NyqfgNqbAOzlTgqbGZwRXpCpNZVKCVPpORQGfpcr0V447N1yA5W2qd9rGYO0nWtbA==


EURm 2021 2022 Difference

WACC 5.34% 4.16% (1.18%)

RAB 1,414 1,097 (317)

EBITDA impact:

RAB * WACC 76 46 (30)

WACC effect - - (17)

RAB effect - - (13)

Depreciation 82 59 (24)

Additional tariff component - 28 28

Total impact on Adjusted EBITDA1 158 132 (26)

Total impact on Adjusted EBITDA1 without WACC effect 158 149 (9)
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2022 vs 2021 EBITDA impact
Impact from regulatory Methodology update
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New additional tariff component 

significantly offsets lower RAB 

and depreciation effects

WACC effect was already known 

before the Methodology update

(9)

1. Only shows changes of the Adjusted EBITDA components for which regulatory Methodology update had an impact. Does not represent full Adjusted EBITDA.

2.

N = New

N

N
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Additional tariff component calculation principles
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up to 100%
of the difference 

between maintenance 

investments and D&A

up to 50%
of expansion 

investments

• Additional tariff component introduced to maintain ESO financial capacity to carry out 10-year investment plan

• Additional tariff component can be changed only if: (i) 10-year investment plan changes or (ii) it is not used for it‘s purpose

Lower of

2022-2026 maximum additional component (annual average):

EUR ~55 million1

2022-2026 actual additional component (annual average)

EUR 28 million

EUR 28 million

Sustainable 

leverage level2

1. The Group’s estimate based on the most recent 10-year ESO investment plan. 

2. Based on the Group’s calculations for additional component included in the tariff, sustainable leverage level is around 6.5x Net debt/EBITDA.

1 2
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Correction for 2018-2021
Repayment of recalculated ROI and D&A for 2018-2021
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1. E = Estimate.

2. Based on the Group’s calculations for additional component, sustainable leverage level is around 6.5x Net debt/EBITDA.

LRAIC1 correction for 2018-2021 return schedule

EURm
LRAIC1 correction for 2018-2021

EURm

EUR 160 millionEUR 160 million
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48 44
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• EUR 160 million to be returned related to 2018-2021

• ROI and D&A for 2018-2021 was recalculated based 

on actual historical investments (instead of LRAIC1 

model)

• 96% of EUR 160 million to be returned over 2032-

2036

• Return schedule could be amended based on ESO 

sustainable leverage level 2



Correction for 2018-2021 
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Additional tariff component offsets negative impacts
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2022 – 2026:          EUR 140 million (EUR 28 million annually)

Future periods:     Similar size expected1

• Direct impact on EBITDA

• Contributes to RAB growth

• EUR 317 million due to the 

change in RAB calculation 

method

• EUR 160 million repayment 

• 96% to be paid over 2032-2036

-
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Additional tariff component+ RAB recalculation-

-

1. The Group’s estimate based on 6.5x Net debt / EBITDA leverage level for ESO. 



10 / 17

Contents >

Impact to the Group



Impact to the Group
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−Adjusted EBITDA of 
EUR 350-390 million 
for 2024 

−Investments over 
2021-2024 
unaffected

Committed to a 
minimum annual 

growth of 3%

Adjusted EBITDA of 
EUR 300-310 million 

for 2021

Dividend policy: 

no changes

Guidance: 

no changes
Strategic Plan 2021-2024: 

no changes
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Q&A

LT: +370 5 214 0081

UK: +44 20 7192 8338

US: +1 (646) 7413-167

Event Passcode: 5776638

For questions, please press * 1 
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‘21

Approved WACC

Electricity Gas

2020: 5.28%

2021: 5.34%

2022: 4.16%

2020: 3.84%

2021: 3.90%

2022: 3.98%

1. For 2018. Remainder comprises smaller local operators, e.g., DSO servicing internal large industrial company networks.

Networks operating model

Largest Network in the Baltics, with a natural monopoly in both electricity and gas distribution servicing 

>99.3%1 of the Lithuanian market 

Allowed revenue cap

1

Regulated WACC & regulatory periods

‘22

2019-2023

Current regulatory period

2022–2026

New regulatory period

2024-2028 

New regulatory period

2016–2021 

Current regulatory period

Technological 

losses
OPEX 

Allowed revenue 

Return on 

investment

(RAB x WACC)

Depreciation and 

amortisation

Supply of last 

resort and reactive 

power income

Temporary 

regulatory 

differences

=

+ -

Treated as a 

pass-through

1

+

2

3

4
+

‘23 ‘24 ‘25 ‘26 ‘27 ‘28‘20‘19‘18‘17‘16

Contents >

+

+

Networks regulation update / Annexes

14 / 17



1. CEER reports: https://www.ceer.eu/report-on-regulatory-frameworks-for-european-energy-networks-2019.

2. Electricity WACC 2022: https://www.regula.lt/elektra/Puslapiai/licencijos%20ir%20leidimai/wacc-skaiciavimo-duomenys.aspx.

3. Gas WACC 2022: https://www.regula.lt/dujos/Puslapiai/licencijavimas/wacc-skaiciavimo-duomenys.aspx.

4. Updated WACC methodology: https://e-seimas.lrs.lt/portal/legalAct/lt/TAD/d0c044e0622d11e5b316b7e07d98304b/asr.

Parameter
Electricity

2022

Gas

2022
Old methodology New methodology

Risk free rate 1.42% 2.32%

Based on market – the average Lithuanian 

government bond yields at issue of the last 10 

years with a maturity not less than 3,468 days

No changes

Equity risk premium 5.00% 4.43%

Based on market - the sum of the equity risk 

premium of the country with the developed capital 

market (the US) and the additional market risk 

premium of Lithuania

Fixed at 5.0%

Levered beta 0.779 0.720

Average levered beta in the sector of the 

European Union member states based on CEER 

report1

Average unlevered beta in the sector of the 

European Union member states based on CEER 

report1 and levered using 50/50 debt to equity ratio 

and 15% income tax rate

D/(D+E) 50% 60% Fixed at 60% Fixed at 50%

Cost of debt 2.07% 2.30%

Based on actual ESO cost of debt plus a premium 

of a half difference between actual ESO cost of 

debt and non-financial corporates average cost of 

debt. Annually updated

Based on actual ESO cost of debt plus a premium 

of a difference between actual ESO cost of debt 

and the same sector average cost of debt. 

Annually updated

Corporate income tax 15% 15% Corporate income tax rate in Lithuania No changes

WACC (pre-tax) 4.16% 3.98%

Networks regulated WACC inputs

Contents >

Applies only starting the new regulatory periods

2022                     2024
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Glossary

# Number

% Per cent

Adjusted EBITDA

EBITDA after eliminating items, which are non-recurring, and/or non-cash, and/or 

related to other periods, and/or non-related to the main activities of the Group, and 

after adding back items, which better reflect the result of the current period

D&A Depreciation and amortization

D/EBITDA or Net debt / Adjusted 

EBITDA

Leverage ratio, which shows the Group’s ability to repay its debt from the profit 

earned

E Estimate

ESO AB „Energijos skirstymo operatorius“

etc. et cetera

EURm million EUR

GHG Greenhouse Gas

Ignitis Group Group companies of AB „Ignitis Group”

Installed capacity Where all assets have been completed and have passed a final test

Investments
Acquisition of property, plant and equipment and intangible assets, acquisition of 

shareholdings

LRAIC Long-run average incremental cost

New connection points and 

upgrades

Number of new customers connected to the network and capacity upgrades of the 

existing connection points

OPEX Operating expenses

RAB Regulated asset base

RAB Regulated asset base

Regulator or NERC National Energy Regulatory Council

ROI Return on Investment

SN Side note

vs. versus

WACC Weighted average cost of capital
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