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1. FOREWORD

In 2023, the National Energy Regulatory Council (NERC), as the Lithuanian energy sector regulator,
continued to contribute to decision-making at the European Union level, ensuring the integration
of the common energy market, market resilience and harmonised application of legal norms, the
protection of consumers’ rights and legitimate interests, and transparent, non-discriminatory
conditions of operation in the energy sector at national level.

Following the adoption of amendments to the Republic of Lithuania Law on Electricity (hereinafter
— LE) in May 2020, according to which consumers can choose the electricity supplier that suits them
best, two stages of the opening (liberalisation) of the electricity supply market were successfully
implemented (hereinafter — Stages | and Il), during which, by 2 May 2023, an independent electricity
supplier was chosen by 97% (95,069 consumers) of consumers included in Stage | with an actual on-
site electricity consumption of at least 5,000 kWh per year and 94% (696,630 consumers) of
consumers included in Stage Il with an actual on-site electricity consumption of at least 1,000 kWh
per year. Due to the unstable electricity price market in 2022, it was decided to extend the deadline
for Stage Ill consumers (consuming less than 1,000 kWh per year) to choose a supplier and conclude
contracts until 1 January 2026. A total of 443,039 or 49% of Stage Ill consumers had chosen an
independent electricity supplier by 8 May 2024. Overall, 71% (1,238,634) of consumers, out of a
total of over 1.736 million consumers of Stages I-lll had chosen an independent electricity supplier
by 8 May 2024. From 1 January 2021 to 1 January 2026, the monopoly public supplier services will
be consistently phased out and the conditions for the active operation of electricity suppliers will
be created. However, the infrastructure components of the final tariff (monopoly services) will
continue to be set by the regulator, taking into account both the national and EU legal requirements.
NERC will have to focus more on the supply market, by ensuring that services are provided to
consumers on a transparent, non-discriminatory basis, and suppliers are not abusing their dominant
position in the market. Therefore, in 2021, a tool for comparing offers from independent electricity
suppliers (hereinafter — the ‘Calculator’) was created and is free for consumers to use to compare
offers from independent suppliers. Following the decisions of the Government of the Republic of
Lithuania to apply compensations to consumers in order to cope with electricity price hikes, the
calculator was upgraded in 2022 to reflect the offers of independent suppliers with the applied
compensations, and in 2023 it was upgraded in order to allow consumers to compare offers of
variable electricity price contracts.

In 2022-2023, NERC carried out an unscheduled inspection of UAB “Perlas Energija”, an
independent electricity supplier and stated that the company has violated the conditions of
regulated activities and is obliged to reimburse to the state budget EUR 4,212,000 incl. VAT in
compensation funds. In view of the unstable market situation due to rising energy prices and the
emerging risks to suppliers’ business continuity, amendments to the LE and NERC legal acts have
been adopted, introducing additional requirements for suppliers in terms of financial capability,
financial guarantees and operational risk management. Independent electricity suppliers were
required to submit a risk management plan, in accordance with the established NERC guidelines, to
provide a quarterly equity to share capital ratio and, in the case of electricity supplied to household
customers, to submit, at the end of each month, the amount of the total revenue of all obligations
of the independent electricity supplier fulfilled during the previous 3 months for all electricity
purchase-sale and transfer service contracts concluded by the independent supplier with household
consumers.
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Pursuant to Article 192 (1) of the Law on Energy of the Republic of Lithuania, when the electricity
and/or natural gas tariffs forecasted by the NERC increase by more than 40% in comparison with
the applicable tariffs, in order to reduce the cost of energy for household consumers of electricity
and/or natural gas, after assessing the State’s financial possibilities, a part of the energy price shall
be compensated out of the State budget, with the funds for such compensation being provided for
in the law on the approval of the financial indicators of the State budget and the budgets of the
municipalities of the respective year (hereinafter — the ‘partial compensation’). The partial
compensation provided for in this Article is intended for all household consumers of electricity
and/or natural gas and may not exceed 60% of the final electricity price and/or 80% of the final
natural gas price applicable to household consumers of electricity and/or natural gas. In view of this,
on 24 May 2022, amendments to the Law on Energy, LE and the Law on Natural Gas of the Republic
of Lithuania (hereinafter referred to as the Law on Natural Gas) entered into force, which provided
for the inclusion of the compensation amounts in the natural gas tariffs for household consumers,
thus reducing the impact of the increase in the electricity price and the increase in the natural gas
import price on household consumers. Taking into account the amendments to the Law on Energy,
the LE and the Law on Natural Gas, as well as the Government decisions approving the maximum
compensation amounts for electricity and natural gas prices, the NERC approved lower regulated
electricity and natural gas tariffs effective from 1 July 2022, from 1 January 2023 (for the electricity
and the gas sectors) and from 1 July 2023 to 31 December 2023 (for the gas sector).

In implementing the Council Regulation (EU) 2022/1854 of 6 October 2022 on an emergency
intervention to address high energy prices, which set a cap on the market revenues of producers at
EUR 180 per MWh of electricity produced, and following the methodology approved by the NERC
for the determination of the market revenues and the calculation of the surplus revenues,
EUR 12.16 million was collected by 30 June 2023. Decision of the Government of the Republic of
Lithuania on the use of surplus market revenues has not yet been adopted.

In May 2022, amendments to the Law on Energy from Renewable Sources were adopted, approving
a new scheme for tenders for the use of the maritime area for the development and operation of
renewable energy power plants (hereinafter — the ‘Tender’, the ‘Tenders’). Based on this scheme
tenders would be organised to use the maritime area for a fee for the development of power plants,
i.e. without incentives. NERC was tasked with organizing Tenders. For this purpose, NERC has
adopted a Procedure for the Organisation of Tenders and Granting of Permits to Use Parts of the
Maritime Area for the Development and Operation of Renewable Energy Power Plants and has
published on 30 March 2023 information on a Tender for the use of the maritime area for a fee for
the development of power plants, i.e. without incentives. The winner of this Tender was announced
on 12 October 2023. The first offshore wind power plants are expected to become operational
between 2028 and 2030. The Tender with incentives, i.e. the right to receive the winning contract
price for 15 years using the CFD (Contract for Difference) model, was launched on 15 January 2024,
but due to the low number of participants (only 1 registered), the tender was declared null and void
on 22 April 2024.

In 2024, we expect another significant decision — the Klaipéda liquified natural gas terminal will
become the property of a Lithuanian-owned company. This is another step towards leadership in
the region’s energy sector, greater energy independence and more favourable pricing for
consumers.

In 2023-2024, the issue of merger of the Baltic bidding zones has been addressed, which NERC
believes would create benefits for market participants and end-users. Consequently, the European



9

Union Agency for the Cooperation of Energy Regulators (ACER) has stated that it does not rule out
the possibility of investigating possible mergers of the Baltic bidding zones in future reviews or
initiating them by the Baltic national regulators or transmission system operators (TSOs). To this
end, NERC has started discussions between Baltic regulators and market participants on a possible
review of the Baltic bidding zones, examining the potential benefits and costs of a merger.

Chairman of the Council - _— Renatas Pocius
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2. MAIN DEVELOPMENTS IN THE GAS AND ELECTRICITY SECTORS
2.1. Market development and surveillance
° Electricity market

In 2023, the amount of electricity imported into the Lithuanian Power System (LPS) decreased by
9.6% compared to 2022 and accounted for 77.9% of the country’s total electricity demand
(12.6 TWh) in 2023. In 2023, the country generated 5.66 TWh of electricity, imported 9.79 TWh and
exported 2.87 TWh. The country’s electricity consumption in 2023 was 11.83 TWh. The total
installed capacity of the power plants increased to 5,259 MW in 2023, compared with 4,279 MW in
2022.

In 2023, the investments implemented by the electricity sector amounted to EUR 508.84 million,
which is 83.5% more than in 2022. In the distribution system, investments amounted to EUR 340.07
million (a growth of 41.1%), in transmission — EUR 163.43 million (a growth of 3.8 times), in ancillary
services — EUR 5.34 million (a growth of 1.4 times). The maximum hourly electricity demand (net) in
Lithuania in 2023 was 2,100 MWh (a decline of 1.7% compared with 2,136 MWh in 2022), and in
the distribution network it was 1,873 MWh (a decline of 0.5% compared with 1,883 MWh in 2022).

In 2023, NERC regulated 3,218 undertakings in the electricity sector. This includes licensed or
permit-regulated activities for independent power supply and aggregation, transmission,
distribution, public supply and electricity generation, as well as permits for the development of
generation capacity. 11 of these undertakings were subject to price regulation. At the end of 2023,
following operators held licences issued by NERC: AB , Litgrid“ — the electricity TSO, AB “Energijos
skirstymo operatorius”, AB “Achema”, UAB “Dainavos Elektra” and AB “Akmenés cementas” —
electricity distribution system operators (hereinafter — DSO), UAB “Ignitis” — the public electricity
supplier.

The NERC, in accordance with the amendments to the LE, which entered into force on 1 March 2023,
had to decide by 30 April 2023 at the latest whether an independent electricity supplier complies
with the requirements set out in the LE and, in case of non-compliance, to revoke the independent
electricity supplier’s licence or permit to carry out the activities of independent electricity supplier
as of 1 May 2023. The NERC, taking into account the provisions of the above-mentioned legal act,
organised the collection of the necessary documents and information from 108 independent
electricity suppliers and carried out a comprehensive assessment of the independent electricity
suppliers compliance with the requirements of the LE. The assessment found that 27 undertakings
complied with the requirements set out in the LE. 77 undertakings that didn’t meet the requirement
had their permits to carry out independent electricity supplier activities revoked (for 4 undertakings,
their existing permits to carry out independent electricity supplier activities were revoked at the
request of the undertakings themselves).

At the end of 2023, 2,643 undertakings (natural and legal persons) held permits for the generation
of electricity issued by NERC (excluding prosumers) and 386 undertakings (natural and legal persons)
held permits issued by NERC to develop their electricity generation capacities.
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Fig. 1. Number of the market participants regulated by | Fig. 2. Number of the market participants regulated by
NERC in the electricity sector in 2023 NERC in the electricity sector in 2022
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Fig. 3. Number of the market participants regulated by NERC in 2023
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In 2023, NERC issued 410 permits to carry out activities in the electricity sector, of which 112 were
for the generation of electricity and 298 for the development of electricity generation capacity.

To encourage as many electricity market participants as possible to get involved in the generation
and consumption of electricity, NERC has actively engaged with the market by presenting the
benefits of setting up Citizen Energy Communities (CECs) and Renewable Energy Communities
(RECs). NERC provided consultations on the establishment of CECs and RECs and explained the
benefits of community power plants to its members in an effort to increase electricity efficiency,
reduce electricity bills and use green electricity for the needs of community members. Pursuant to
Article 222 of the LE, the Procedure for Granting and Withdrawing the Status of Citizens Energy
Community and for Providing Information on Citizen Energy Community, approved by the
Resolution of NERC No. O3E-289 “On the Approval of the Procedure for Granting the Status of
Citizen Energy Community and for Providing Information on Citizen Energy Community” of 17 March
2023, NERC has granted the first 7 CEC statuses. Also, in accordance with Article 202 of the Law on
Energy from Renewable Sources, the Rules for the Issuance of Permits for Activities in the Electricity
Sector, approved by the Resolution of the Government of the Republic of Lithuania No. 829 “On the
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Approval of the Rules for the Issuance of Permits for Activities in the Electricity Sector” of 7 August
2019, the first 3 REC statuses have been granted.

In accordance with the provisions of new Rules for the Issuance of Permits for Activities in the
Electricity Sector, approved by the Resolution of the Government of the Republic of Lithuania No.
829 “On the Approval of the Rules for the Issuance of Permits for Activities in the Electricity Sector”
of 7 August 2019 in force from 21 March 2023,regulating the procedure for the issuance of permits
for hybrid power plants and permits for energy storage facilities, NERC has issued the first permits
for the development of electricity generation capacity for hybrid power plants (39), as well as the
first permits for the development of energy storage facilities (6) and the first permits for the
generation of electricity from energy storage facilities (4).

o Natural gas market

In 2023, NERC adjusted and modified the legislation governing the activities of the natural gas
sector. The following leal acts have been amended (for more information, see Section 4.1 Network
regulation):

— Methodology for Setting of State-Regulated Prices within the Natural Gas Sector (hereinafter
—the ‘Price Methodology’);

— Description of the Procedure for the Administration of the Funds Allocated for the
Compensation of the Costs of the Liquefied Natural Gas Terminal (LNGT), Its Infrastructure,
the Installation of the Interconnector, the Fixed Operating Costs and the Reasonable Costs
of Supplying the Minimum Quantity of Liquefied Natural Gas to the Designated Supplier
(hereinafter —the 'Description the Administration of LNGT Funds');

—  Methodology for Setting Tariffs for the Connection of new natural gas consumers, new
natural gas systems and biogas plants.

After verifying that the prices for natural gas transmission services submitted by AB “Amber Grid”
are reasonable and objective, do not exceed the revenue cap, and are correctly differentiated in
order to avoid cross-subsidisation between groups of system users, NERC approved an average 7%
increase in the prices to be charged by AB “Amber Grid” from 1 January 2025.

The natural gas market of UAB GET Baltic traded 9,099,862 MWh of natural gas in 2023. Compared
to 2022, the volume of natural gas traded on the natural gas market of UAB GET Baltic was 31%
higher. In 2023, a total of 22,728 GWh of natural gas was sold and/or consumed on the wholesale
natural gas market, which is 35.5% less than in 2022, when 35,236 GWh of natural gas was sold
and/or consumed.

Natural gas imports in 2023 amounted to 38,175 GWh, a decline of 6.9% compared with 41, 006
GWh in 2022. In 2023, natural gas sales decrease by 31.91% year-on-year, from 35,523 GWh to
24,188 GWh. In the natural gas sector, NERC regulated 63 undertakings in 2023. In the natural gas
sector, transmission, distribution, storage, liquefied natural gas (LNG) regasification, supply and
market operator activities are licensed or regulated by permits. At the end of 2023, the following
undertakings held licences issued by NERC: AB “Amber Grid” — natural gas TSO, AB “Energijos
skirstymo operatorius”, UAB “Intergas”, UAB “Gren Lietuva”, AB agrofirm “Josvainiai”, UAB “SG
dujos” — natural gas DSO, AB “Klaipédos nafta” - LNG regasification operating company, UAB “GET
Baltic” — natural gas market operator. 56 companies held natural gas supply permits, of which
35 were active. The number of natural gas supply licences permits issued in 2023 amounted to 9.


https://www.e-tar.lt/portal/lt/legalAct/TAR.7673B2E24604/asr
https://www.e-tar.lt/portal/lt/legalAct/TAR.7673B2E24604/asr
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The revenues of the natural gas sector (transmission, distribution, LNG regasification, supply) in
2023 amounted to EUR 1,569 million, almost 2.7 times lower compared with EUR 4,186 million in
2022, due to the decrease in the price of natural gas product. In 2023, the revenues from the
regulated activities of distribution, transmission, LNG system operators were higher than in 2022,
while the revenues of supply companies were lower than in 2022. The decrease in the revenues of
natural gas supply companies is attributed to the fact that the price of imported natural gas
(product), purchased through bilateral transactions and on exchanges, declined in 2023. The total
investment in the natural gas sector in 2023 made up EUR 57.5 million, an increase of EUR
26.9 million or 87.8% compared to EUR 30.6 million in 2022.

2.2, Implementation of the Clean Energy Package
This section provides an overview of the main decisions related to the Clean Energy Package.

To ensure a smoother price setting process, NERC approved amendments to the Methodology on
the Pricing of Electricity System Services, which introduced the concept of the component to the
transmission service price for the acquisition of ancillary services, set out the procedure for the
determination and adjustment of the component of the ancillary services in a clearer and more
detailed manner (defined universal calculation principles, which are uniformly applied to the
assessment of the costs of all existing and possible future ancillary services, defined in more detail
the procedures and formulas for calculating the component of ancillary services, and provided
additional measures to stabilise fluctuations in the component of ancillary services).

European Resource Adequacy Assessment (ERAA) for 2022

In 2023, ACER published a decision on the European Resource Adequacy Assessment (ERAA) for
2022, prepared in accordance with Article 23 of Regulation (EU) 2019/943. The ERAA aims to identify
resource adequacy problems and provide a sound and objective basis for policy decisions, in
particular when assessing the need for capacity mechanisms.

ERAA 2022 was developed in the context of the energy crisis. Despite these circumstances, ACER
considers ERAA 2022 to be a step towards full implementation of the methodology and a progress
compared to ERAA 2021. However, certain simplifications or deviations from ERAA’s methodological
framework are considered by ACER to jeopardise the accuracy and reliability of the results, leading
to incorrect determinations of resource adequacy. Based on ERAA 2022, inappropriate policy
decisions may be taken, in particular regarding capacity mechanisms, which would not be in line
with the objectives of Regulation (EU) 2019/943. For this reason, ACER could not approve ERAA
2022. Moreover, ACER considers that ERAA 2022 would be of little use as ERAA 2022 scenarios are
increasingly outdated in the current rapidly changing circumstances. ACER has also made
recommendations on how to address these shortcomings in the next assessment, i.e. the final
assessment to be carried out during the implementation phase of the ERAA methodology.

Baltic TSO Bidding Zones Review Report

By Decision No 17/2023 of 21 December 2023 on alternative bidding zone configurations which
must be considered in the review process of bidding zones in the Baltic region, ACER approved the
report on the review of the bidding zones prepared by the Baltic TSOs in accordance with Regulation
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(EU) 2019/943. During the consideration of this report, NERC commented on alternative
configurations of the bidding zones, the possibility of merging EU member states’ bidding zones into
future bidding zones and suggested that the merger of the three Baltic bidding zones should be
implemented as soon as possible.

The current trend is to analyse the splitting of bidding zones to reduce the impact of structural
congestion on the overall electricity market and to look for solutions of this kind. Therefore, on the
basis of a simulation carried out by ACER, which prioritises the analysis of the splitting of bidding
zones, it was concluded that there is no justification for further splitting of bidding zones in the Baltic
States, while the scenarios for the merging of these zones were not analysed. The main basis for
ACER’s decision is the results of a simulation showing that the long-term benefits for the Baltic
States and Continental Europe would not be sufficient if the zones were split. However, ACER has
stated that in the case of the merging of bidding zones, there are also some potential risks due to a
drop in short-term liquidity and the emergence of new congestions as a result of changes in the
electricity system. ACER concluded that the current configuration of the bidding zones in the Baltic
region is appropriate, and that no preference should be given to proposing alternative bidding zone
configurations. It should be noted that using a model in line with the ACER methodology priority is
given to the splitting of bidding zones over the merging. However, this conclusion does not exclude
the possibility of exploring possible mergers of Baltic bidding zones in future reviews or initiating
them by Baltic national regulators or TSOs, by analysing the potential benefits and costs.

Electricity Price Comparison Tool

The aim is to make it easier to compare prices of independent electricity suppliers and to choose a
supplier. In September 2021, NERC presented a new Electricity Price Comparison Calculator for
household consumers — a tool that facilitates the process of choosing an independent electricity
supplier and provides consumers with more information on electricity tariffs charged by suppliers.
The Calculator allows consumers to compare the offers of different independent electricity suppliers
based on criteria that are relevant to consumers: the consumer’s annual (monthly) electricity
consumption, the number of time zones, fixed or variable price offers, the demand for renewable
energy, the duration of the price fixation offered in the plan (1-12 months, 13-24 months, 25-36
months or price offers for more than 3 years). The Calculator was upgraded in 2023 to add search
filters based on variable price offers for smart meter holders. Once the consumer selects the criteria,
they are presented with the plans offered by suppliers, listed from cheapest to most expensive. The
calculator is available on the NERC website.
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3. THE ELECTRICITY MARKET
3.1. Regulation and technical functioning of the grid
e Unbundling of activities
e Article 59(1)(j) of Directive (EU) 2019/944: Cross-subsidisation

In 2023, there were no changes regarding the implementation of the LE provisions related to the
unbundling of activities and control of AB “Litgrid” and AB “Energijos skirstymo operatorius”!. In
accordance with these provisions, NERC controls the effective unbundling of activities in the energy
sector, the independence of transmission and distribution activities from commercial interests and
the avoidance of cross-subsidisation. These legal provisions also remained unchanged in 2023. NERC
continuously monitors and controls how electricity TSOs and DSOs ensure the independence and
unbundling requirements set out in Articles 54(1) and (3) of the LE in the course of their business,
through the use of the following means:

1. Application of the terms of reference for the verification of regulated activity reports. Since
2019, after NERC has approved the Terms of Reference for the Verification of Regulatory Activity
Reports, compliance with the unbundling requirements for regulated activities and accounts is
additionally monitored through detailed verification procedures for regulated activity reports
conducted by independent auditors. In 2023, verification reports by independent auditors on the
compliance with the unbundling requirements set by NERC for regulated activities and accounts
were submitted to NERC for further assessment. No significant irregularities concerning the
unbundling requirements for regulated activities and accounts were observed. In 2023, the annual
Terms of Reference for the Verification of Regulated Activity Reports were approved/renewed and
will be used for the verification of the Regulated Activity Reports submitted to NERC in 2024.

2. Requirement to submit a regular compliance report. NERC applies the requirement for DSOs to
have a compliance programme developed in accordance with criteria/requirements approved by
NERC. In accordance with this programme, DSOs shall report to NERC on the conditions for non-
discrimination of electricity network users, non-discriminatory access to and use of electricity
distribution networks, the independence of DSO activities from the interests in the generation and
supply activities, measures taken to avoid cross-subsidisation of these activities. DSOs shall make
publicly available and submit to NERC an annual report on their compliance programme by 1 May
each year.

e Network development and optimisation
e Article 59(1)(k) of Directive (EU) 2019/944: Investment plans
The supervision of AB “Litgrid” investment plans are carried out in accordance with the conditions

set out in LE. The TSO AB “Litgrid” submits to NERC at least every two years (by 1 July) a 10-year
transmission network development plan, which shall include an assessment of the current and

1In the event of a change of circumstances which would prevent the implementation of the requirements of
unbundling of activities and separation of accounting laid down in Articles 54(1) and (3) of the LE, AB “Energijos
skirstymo operatorius” shall be obliged to inform NERC no later than within five (5) working days from the change in
said circumstances. No such change of circumstances has been recorded in 2023.
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projected electricity supply and demand and the conclusions of a probable electricity system
adequacy assessment. As part of its coordination, NERC assesses the investments already
implemented by TSOs, adjusts the investments previously agreed but not yet implemented, their
deadlines, the costs of works, etc.

On 29 June 2023, NERC agreed on the Lithuanian Power System Development 400-110 kV Networks
Plan 2022-2031 submitted by AB “Litgrid”.

The planned investments for the development and upgrading of the electricity transmission
network in 2022-2031 will amount to around EUR 2.03 billion, which is 47% more than the amount
planned for the development and upgrading of the network in the 2021-2030 plan.

The main investments in 2022-2031 will focus on the integration of electricity market infrastructure
and system management into the European Power System, with up to 75% of the funds needed for
these works are expected to be secured through the Connecting Europe Facility (CEF), as well as on
the electricity transmission network projects necessary to ensure the efficient use and reliability of
the network (network development, rehabilitation, modernisation, overhaul etc.).

During 2023, AB “Litgrid” has made significant progress in the implementation of PCl and other
strategic (synchronisation) projects:

- the ongoing Harmony Link project: the procurement of the cable and converter station was
decided to be closed due to the high bidding prices. A feasibility study for the construction
of the onshore link is underway;

- the ongoing construction of the 330 kV Vilnius-Neris transmission line. In 2023, construction
permits were obtained, and construction works started;

- the ongoing project for the construction of the 330 kV Kruonis PSHP-Biténai electricity
transmission line (the new line will be formed by reconstructing the existing 330 kV
Jurbarkas-Biténai line, constructing a new section of the line between Jurbarkas and the
existing 330 kV Kruonis PSHP-Sovietskas line, and by using the same section of the Kruonis
PSHP-Sovietskas line between the Kruonis PSHP and Kybartai): in 2023, the reconstruction
of the Jurbarkas-Biténai line (stage |) was fully implemented, construction works on the
new section and the reconstruction of the 330 kV Biténai substation started;

- the ongoing project for the construction of the 330 kV Darbénai-Biténai electricity
transmission line (the new line will be formed by reconstructing the existing 330 kV lines
Klaipéda-Grobine, Sy$a-Klaipéda, Biténai-Sy$a and by constructing a new 330 kV line
section). In 2023, works started on the section of the 330 kV Klaipéda-Sy3a overhead line
(LN530); the construction completion document was obtained for the 330 kV Klaipéda-
Grobiné overhead line (LN324);

- the ongoing LPS project for the installation of new synchronous compensators. In 2023, the
TelSiai and Alytus synchronous compensators were installed and anchored, and in May
2024 the Neris synchronous compensator was delivered to Lithuania;

- in 2023, the completion of the automatic generation control (AGC) system needed to
ensure frequency stability in the transmission network after synchronisation with the
continental European grids;

- the ongoing construction of the 330 kV “Musa” and “Darbénai” switchyards. Construction
permits for these switchyards were obtained and construction works started in 2023;

-in April 2023 successful completion of anisolated operation test in Lithuania; a joint isolated
operation test of the Baltic power systems is planned for the end of 2025.
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Since 2018, DSO AB “Energijos skirstymo operatorius”, as a DSO serving more than 100,000
consumers, publishes investment plans on its website in accordance with the obligation laid down
in Article 39! of the LE. Before publishing the 10-year plan for the development, renewal,
modernisation of and investment of the distribution networks, DSO carries out transparent and
public consultations with the competent public authorities and other interested parties. The most
recent investment plan submitted to NERC is for the period 2022-2031. AB “Energijos skirstymo
operatorius” expects that the investment needs for the development and upgrading of the
electricity distribution network for the period 2022-2031 will amount to around EUR 2.5 billion,
which is 32% higher than the investment needs for the period 2021-2030 (EUR 1.9 billion). The
increase in the volume of expected investments is mainly driven by the increase in the cost of
contracting works and materials and the growing number of connections of new consumers in the
electricity sector. The bulk of the investment (94%) will be dedicated to improving the resilience and
reliability of the electricity network, digitisation, network development and the integration of
renewable energy sources. The remainder (6%) will be invested in the gas network. ESO plans to
spend 36% (~EUR 0.9 billion) of the total investment on electricity and gas network reconstruction.

e Article 59(1)(I) of Directive (EU) 2019/944: Smart grid development

Every year, AB “Litgrid” implements reconstruction projects for transformer substations and
electricity transmission lines, replacing outdated equipment with the latest technologies,
measurement, monitoring and control systems. This enables advanced monitoring and
management of LPS. Ensuring the supply of electricity to the facilities of electricity consumers,
increasing the security of electricity supply, reducing maintenance and operational management
costs, developing and modernising smart grids allow for a more efficient and reliable energy
consumption, and increase the market integration of renewable energy sources.

AB “Litgrid” has carried out tests of artificial intelligence and sensor technologies that can contribute
to the successful operation of renewable energy plants. Special devices installed on overhead lines
measured weather conditions and an innovative model assessed current and predicted potential
line capacity. The test results show that the technology increased the transmission line capacity by
an average of 52% compared to the design capacity.

The Dynamic Line Rating (DLR) technology is promising in enabling renewable energy plants to
generate more electricity without constraints.

The new physical sensors installed on the overhead line measured weather conditions, line wire
temperature, current, vibration strength and frequency, and allowed for the assessment of the
conductor deflection. The innovation was installed on the 110 kV Palanga-Véjas 1 overhead line in
the Palanga district. In addition, an innovative model for capacity assessment was developed for the
330 kV Kaunas-Siauliai line.

As the technology has proved its worth, it is expected to be deployed by the end of 2026 on selected
110 kV and 330 kV lines, totalling around 10% of the transmission network.

In 2023, DSO continued to deploy self-healing network (operating without dispatcher involvement
during faults) solutions. In order to expand remote and automatic network management (smart
grid) in 2023 through the installation of remote dispatcher-controlled equipment, 7 unmanaged
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10 kV distribution points were reconstructed where fault location is automated in the Distribution
Management System (DMS).

To increase the manageability of the 10 kV network, lines were reconstructed and remote-control
devices were installed to ensure that the maximum number of customers disconnected during a
single fault using remote control solutions is 600 or less. In 2023, 33 such 10 kV lines have been
automated. The deployment of switching devices in selected network segments is planned to be
further expanded with the automation of more than 30 10 kV lines in 2024, where switching devices
will detect and disconnect (isolate) the faulted section of the network without the dispatcher
intervention, i.e. the implementation of the Fault Location Isolation Restoration (FLIR) automation
programme, which is installed on the circuit breakers and launches the FLIR recovery program in
case any circuit breaker is triggered.

In 2023, a newly introduced advanced technology Asset Management System was launched. The
common information system for technology asset management collects representative data on
distribution networks, as well as automated planning and management of network maintenance.

As part of the DataHub project, the last three planned additional modules were developed during
2023: market monitoring, open data and balancing data exchange, offering market participants the
full range of retail market processes.

As of July 2022, AB “Energijos skirstymo operatorius” started mass deployment of smart electricity
meters for electricity consumers. According to data provided by ESO, 812,000 smart electricity
meters were installed in the period until 13 March 2024. Following the investment plan agreed with
NERC on 19 September 2019, smart meters are installed in two stages: by 2025 and by 2037. The
roll-out started with consumers with the highest consumption and business customers (around 1.3
million smart meters are expected to be installed by the end of 2025), to be followed by the
remaining consumers. According to current data, 84% of all installed meters account for residential
customers and 16% for business customers. Smart metering is currently used by 58% of all domestic
and 70% of business customers in Lithuania. In the first phase, the meters installed will record
around 90% of the distributed electricity volume.

o Network tariffs
e Article 59(1)(o) of Directive (EU) 2019/944: Evolution of network tariffs
Tariffs for transmission and distribution services

After assessing the transmission system operator’s costs, NERC has set a 32.4% increase in the price
cap for the transmission service for 2024. The increase resulted from the increased return on
investment due to the higher value of the regulated assets following the investment, the non-use
of congestion management revenues to amortise the increase in the transmission tariff, as well as
a slight increase in the OPEX DU component. It should be noted that technological losses in 2024
are projected to be 69.58% lower than those estimated for 2023.

Having assessed the costs and historical discrepancies of a distribution network operator with more
than 100,000 consumers in its service territory, NERC set a 23.24% lower price cap for electricity
distribution service over MV networks and a 1.51% higher price cap for electricity distribution
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service over LV networks for 2024. The increase in the price of the distribution service is due to
higher OPEX costs (additional costs and posts planned for network repairs) and the costs of return
on investment resulting from the implementation of investments, as well as to a 12% decrease in
the volume of electricity to be distributed. The decrease in the price of the distribution service is
due to the forecasted 67% reduction in technology costs compared to 2023 and the repayment of
part of the excess return on investment (EUR 31 million) caused by the lower-than-planned
technology costs in 2023. Following the approval by NERC of a new and faster return of the
distribution network operator’s excess return on investment to consumers, the price cap for
electricity distribution services over the LV network was recalculated and reduced as of the second
quarter of 2024, leading to a decrease of 3.03% compared to 2023, and tariffs for household
consumers decreased by 0.4 ct/kWh (excl. VAT).

The component of the electricity transmission service price for the purchase of ancillary services (AB
“Litgrid”) in 2024 increased by 5.5 times compared to 2023 and amounts to 1.3091 ct/kWh (0.239
ct/kWh in 2023). This is due to the operator’s overly conservative cost and revenue forecast for
2023, increased costs related to the acquisition and storage of gas stocks, as well as an additional
component to ensure cash flow viability.

Table 1. Price caps for electricity transmission and distribution services for 2023-2024 (ct/kWh)
Regul iod, . . .
Undertaking esu a;:ra\:sperlod Price cap 2023 | Price cap 2024 Difference, %
Electricity transmission

AB “Litgrid”:

— - 2022-2026 0.654 1.329 103.21%
Transmission services
Ancillary services purchase i 0.239 1.3091 447.74%

component to the transmission price

Electricity distribution

MV 1.609 1.235 -23.24%
ESO 2022-2026
LV 2.905 2.817 -3.03%
Small distribution network operators
IAB “Achema” 2020-2024 1.33 1.32 -0.75%
MV 2.214 1.824 -17.62%
AB “Akmenés cementas” 2020-2024
LV 2.668 2.082 -21.96%
MV 4.85 - -
AB “Lifosa”* 2020-2024
Lv 5.95 - -
) MV 1.866 1.555 -16.67%
UAB “Dainavos Elektra” 2020-2024
LV 2.786 2.826 1.44%

* From 1 August 2023, the activity is no longer regulated.
Source: NERC.

Prices for reserve capacity services and isolated operation services

Taking into account the results of the Electricity Reserve Capacity Services Markets Research Report
approved by NERC in February 2019, AB “Ignitis gamyba” was recognised as having significant
market power on the market for the provision of tertiary active power reserve for voltage
management on the 330 kV transmission network and secondary emergency active power reserve,
while AB “ORLEN Lietuva”, AB “PanevézZio energija” and UAB “Kauno termofikacijos elektriné” were
recognised as having significant market power in the market for the provision of tertiary active
power reserve for the restoration of secondary emergency active power reserve. Accordingly, the
prices of these services are regulated.
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As of 2023, the tertiary active power reserve service is no longer booked. Instead of the tertiary
active power reserve service, Units 7 and 8 of the Elektrénai Complex (hereinafter — EC) of AB “Ignitis
gamyba”, together with the combined cycle unit (hereinafter — CCU) of EC, provide TSO with the
availability of power generation facilities. In 2024, the volumes of these services amount to 260 MW
from EC Unit 7, 260 MW from EC Unit 8 and 371 MW from CCU. AB “Ignitis gamyba” ensures the
provision of frequency restoration reserve and reactive power and voltage control services through
its own managed facilities.

In August 2023, TSO AB “Litgrid” publicly announced that it expects to require 1,169 MW/h of
generation availability between 2024 and 2025 in order to ensure the operation of the isolated
power system. The isolated operation service will require the capacity of all generators capable of
providing isolated operation services. Also, AB “Litgrid” informed that the full capacity of EC Unit 7,
EC Unit 8 and CCU facilities will be ordered for the isolated system operation service. In view of the
above, NERC set price caps for 2024 for the secondary active power reserve (frequency restoration
reserve) service of the Kruonis Pumped Storage Hydroelectric Plant (hereinafter — PSHP), as the
division of AB “Ignitis gamyba”, for the service of EC Unit 7, EC Unit 8 and CCU (formerly known as
the Lithuanian Power Plant units), as the division of AB “Ignitis gamyba”, as well as for the services
of AB “PanevéZzio energija”, AB “ORLEN Lietuva” and UAB “Kauno termofikacijos elektriné”. NERC
also set a price cap for the revenue from the service of prevention and elimination of accidents and
malfunctions to be provided by AB “Ignitis gamyba” in 2024 together with the Kaunas Algirdas
Brazauskas hydroelectric power plant and Kruonis PSHP. NERC also set price caps for the isolated
operation of the electricity system service for the facilities of these undertakings: AB “Ignitis
gamyba”, AB “PanevéZio energija”, AB “Orlen Lietuva”, UAB “Kauno termofikacijos elektriné” and
AB “Achema”. In order to ensure equal conditions of competition, the price caps for the above
services are confidential and shall not be made public.

NERC has set the price cap for the isolated electricity system operation reserve service of the
designated storage operator UAB “Energy Cells” at EUR 4.19/MW/h (excl. VAT) for 2024.

Table 2. Volumes of facilities required to ensure the isolated operation of the electricity system for 2024
Electricity producer name Unit name Capacity, MW
AB “Ignitis gamyba” B-7 260
AB “Ignitis gamyba” B-8 260
AB “Ignitis gamyba” KCB 371
UAB “Kauno termofikacijos elektriné” TG-2 104
AB “Panevézio energija” G1,2 30
AB “ORLEN Lietuva” TG-1(TG-2) 67

Source: NERC.

Price of the services of public interest (SPI)

NERC determines the need for the SPI funds, SPI prices and the distribution to SPI providers. The
total budget for SPI in 2023 is set at EUR 11.459 million. The largest part of these funds were
allocated to the production of energy from renewable sources (hereinafter — RES) — EUR 9.380
million, and to the reimbursement of SPI funds to eligible consumers for the amount of electricity
consumed in excess of 1 GWh in the previous calendar year, as set out in Article 74%(3) of the LE
(EUR 1.899 million). The planned budget for 2024 amounts to EUR 26.469 million, with the majority
of the funds being allocated to the generation of RES (EUR 26.225 million).
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Table 3. Budget and prices for SPI funds in 2022 to 2024
2022 2023 2024
Planned Paid Planned | Paid | Planned
Total SPI funds, EUR million, 52.81 -41.44 11.46 22.50 26.469
of which:

Support for electricity generation from RES (including | 40-36 -53.77 9.38 20.55 | 26.225
balancing and centralised purchasing), EUR million

Repayment of SPI funds under Article 74! of the LE, EUR million 12.26 12.10 1.90 177 0
SPl ori KWh H1 2H H1 H2 H1-H2
price, ct/ 0.321 0 0.78 0

Source: NERC.

The main reason for the difference between the disbursed and the planned SPI funds is the
difference between the forecast average and actual electricity market price. Given the high market
prices for electricity in 2022, similar prices were expected to remain in 2023, but the actual market
price of electricity was significantly lower than forecast. Due to the surplus budget of the SPI funds
accumulated in 2022, as well as quite high electricity market prices in 2023, though lower than in
2022, there is no need for additional SPI funds in 2024, and therefore the SPI price in 2024 is set at
EURO.

The cost of using networks for prosumers

For the coming years, NERC set the prices for access to the electricity network (hereinafter — the
Service) by household prosumers generating electricity from renewable energy sources (hereinafter
—household prosumers) according to the voltages and the electricity network operator providing
the Service, taking into account the costs they incur and the electricity market price. In accordance
with the changes in the legal framework as of July 2022, there are three options of the Service prices,
which were in force in the previous year, and one new billing option, equating the price of the
Service to the tariff for the electricity transmission service chosen by the household prosumers. The
latter option was introduced for household prosumers as early as on 1 January 2023. In 2024, the
prices for the Service provided by AB “Energijos skirstymo operatorius” increased for all options.
The underlying reasons for this include the increase of the additional component for the
transmission service, while in the case of option Ill there was also a significant increase due to the
forecast of a lower electricity market price.

Table 4. Comparison of the prices for the electricity network usage service (excl. VAT) of AB “Energijos skirstymo
operatorius” in 2023 and 2024
. . . . Change in Q2-
Payment optllc::as f:; ::;terlcnty network mel.:::: .:Z » 2023 Q12024 Q2 to Q4 2024 Q4 2024 vs.
e 2023 (%)
MV* LV** MV Lv Mv Lv Mv LV
Option I. Single-component, paid per 1
kWh of electricity recovered from the Eur/kWh 0.02 0.049 0.03 0.059 0.026 | 0.055 30 12
network
Option Il. Single-component, payable per 1
kW of installed capacity of the power plant gy Eh b RS Sl i 39 24
E“r/kvx/mmt 1.33 3.26 2.13 434 | 185 | 204
Option lll. Percentage of electricity
volumes used to pay for the use of the % 6 12 22 33 20 32 233 167
electricity network

*MV: Medium voltage networks
** [V: Low voltage networks
Source: NERC.
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Fees for connection to the electricity network

By 30 November of the current calendar year at the latest, NERC shall calculate, approve and publish
on its website the fees and maximum design prices for the connection of consumer equipment in
the relevant year.

In early 2024, NERC made a change to the pricing principles for the network connection service,
cancelling the rate for network construction and providing that all network connection costs are to
be covered through a 1 kW network development rate.

NERC, having assessed the actual costs incurred by AB “Energijos skirstymo operatorius” in
connecting consumers to the network, set fees for connecting consumers to the network in 2024.
The increase in fees was influenced by the increase in the contract fees for contract works,
capitalised wage costs and higher prices of materials of AB “Energijos skirstymo operatorius” and
contractors.

Table 5. Fees for installation or increase of the 1 kW permissible power of electrical equipment (100%*), the design
fee (when prepared by the operator) and the maximum reimbursable design price, EUR without VAT
Fee for
installing or
lncreasmg' tl?e 1 Maximum M.aX|mum 1 kKW network
kW permissible . reimbursable
Consumer group reimbursable . development
power of design fee, EUR design cost, fee, EUR
electrical ! EUR !
equipment,
EUR

Group | 170.36 20.21 1,662.08 16.51

Group Il 246.51 24.12 1,681.44 16.51

Group Il 573.75 47.21 1,788.68 16.51
Consumers with a new connection or
an increase in the permissible power - - 2,153.01 16.51
greater than 500 kW
Consumers with a new connection or
an increase in the permissible power of
at least 1 MW or the geometric - - 4,896.06 16.51
distance to the nearest 0.4/(6)10kV
transformer >1,000 m

* 20% design fee and 80% reimbursable design cost for socially vulnerable consumers, 50% design fee and 50%
reimbursable design cost for other consumers**

** Other consumers (except: (1) vulnerable consumers, (2) consumers with at least 1 MW permissible power of the
equipment connected to the distribution network for the first time or consumers who increase their permissible power
by at least 1 MW and commit to the distribution network operator to maintain the capacity for 10 years of the connection
date), (3) consumers with the permissible power of electrical equipment to be connected or the permissible power to be
increased above 250 kW, and producers, requiring transformer substations, transformer stations or distribution points
for the installation of electrical equipment, as well as builders (developers) in the cases specified above, who wish to
install those electricity networks and organise the installation works in accordance with the procedure established by
the Ministry of Energy, as agreed with the distribution network operator).

Source: NERC.

The fees calculated and approved by NERC (100%) for the connection of electrical equipment to the
network apply to the following consumer groups:

— Group I: consumers with the permissible power of electrical equipment to be connected or

the permissible power to be increased or the total permissible power of 500 kW or less,

where the geometric distance from the input electricity metering cabinet (the boundary of
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the electricity network ownership) to the nearest 0.4/(6)10kV transformer station is not
more than 100 m (inclusive);

— Group Il: consumers with the permissible power of electrical equipment to be connected or
the permissible power to be increased or the total permissible power of 500 kW or less,
where the geometric distance from the input electricity metering cabinet (the boundary of
the electricity network ownership) to the nearest 0.4/(6)10kV transformer station is
between 100 m and 400 m (inclusive);

-~ Group lll: consumers with the permissible power of electrical equipment to be connected or
the permissible power to be increased or the total permissible power of 500 kW or less,
where the geometric distance from the input electricity metering cabinet (the boundary of
the electricity network ownership) to the nearest 0.4/(6)10kV transformer station is
between 400 m and 1,000 m (inclusive).

Tariff for the access to interconnection lines (hereinafter — AlL)

NERC sets the AIL tariff applicable to electricity exports to third countries in line with the
amendments to LE that entered into force in March 2014. For 2023, NERC has approved the AlL
price for 2024 at EUR 13.29/MWh, which is 103.21% higher than in 2023 (EUR 6.54/MWh). Up-to-
date information on the AIL price is available on NERC website www.vert.lt (in English) under
"Regarding price of the service of access to interconnection lines"? .

e Security and reliability regulation
e Article 59(1)(m) of Directive (EU) 2019/944: Security and reliability standards

In accordance with the Law on Energy of the Republic of Lithuania and the LE, NERC establishes and
monitors compliance with the requirements for reliability of electricity transfer and quality of
services. In the 2022, NERC set a minimum level of transfer reliability for TSO AB “Litgrid” and DSO
AB “Energijos skirstymo operatorius” for the new regulatory period 2022-2026, based on the actual
average of the transfer reliability indicators, with an improvement target, which is defined after
assessing the impact on transfer reliability of the investments in the reconstruction and upgrading
of the electricity networks planned for the regulatory period. This requirement to set an
improvement task was stipulated in 2021, following the amendment of the Electricity Transfer
Reliability and Quality of Service Requirements set out in NERC Resolution No 03-75 of 11 June 2009
on “Approval of the Description of the Electricity Transfer Reliability and Quality of Service
Indicators”.

The reliability and quality of service indicators of electricity transfer and their minimum levels are
calculated separately for the electricity transmission system and the distribution network (see
figures below). The lower the value of the indicator, the better the level of electricity transfer
reliability.

Reliability of electricity transfer through transmission networks shall be measured by two indicators:
— amount of energy not supplied via the transmission network (ENS);
— average energy transfer interruption time (AIT).

2 https://www.vert.lt/en/Pages/regarding-price-of-the-service-of-access-to-interconnection-lines.aspx
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4: ENS and the minimum level of this indicator, MWh
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Source: NERC.

The reliability indicators set by NERC for the new regulatory period oblige TSOs to ensure that the
technical quality of service is better than or equal to the minimum requirements, i.e. the average
interruption time for consumers shall not exceed 0.934 minutes (with an improvement task of
8.9%), and the amount of electricity not transferred should not exceed 27.251 MWh (with an
improvement task of 10%).

For TSOs, the actual ENS and AIT transfer reliability indicators in 2023 was within the minimum level
set for 2022-2026.

Reliability of transfer through distribution networks is measured by two indicators:
— System Average Interruption Duration Index (SAIDI);
— System Average Interruption Frequency Index (SAIFI).

Fig. 6: SAIDI and the minimum level of this indicator, min Fig. 7: SAIFI and the minimum level of this indicator,
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The reliability indicators set by NERC for the new regulatory period oblige DSOs to ensure that the
technical quality of service is better than or equal to the minimum requirements, i.e. SAIDI for
consumers should not exceed 94.058 minutes (with a 15% improvement task) per year, SAIFI per
consumer due to the fault of DSO should not be higher than 1.062 times (with a 10% improvement
task).

Assessing the data for 2023, it can be provisionally stated that the SAIDI indicator has been exceeded
by 28.4% and the SAIFI by 27.31%. The final indicators will be determined once decisions have been
taken with regard to the elimination of the exceptional cases of transfer interruptions.

The requirements approved by NERC also set out the quality indicators for electricity transfer and
transmission services. The minimum level of the quality indicators must be at least 95% for each
calendar year. For transfer service providers, the following indicators are set:

- the percentage of customers connected on time (within 20 working days of payment date
of the connection fee), on a customer basis;

— the percentage of electricity transfer resumed on time (within 2 working days) to
consumers who have paid their debts during the reporting period;

— the percentage of information provided to the consumer on time (at least 5 calendar days
in advance) about planned interruptions due to network maintenance works in the
reporting period;

- the percentage of timely completions of planned interruptions with maximum delay of 30
minutes in the reporting period;

- the percentage of faults at the consumer end resolved on time (within 5 working days) in
the reporting period;

— the percentage of complaints from consumers and network users handled with in a timely
manner (within 30 calendar days) in the reporting period.

According to the data from 2023, it took less than 30 working days for DSO to handle complaints
from consumers and network users, which is in line with the requirements.

There is only one quality of service indicator for TSO, i.e. the percentage of complaints handled in a
timely manner, and according to the data from 2023, TSO complied with this indicator.

e Article 59(10) of Directive (EU) 2019/944: Congestion management

Pursuant to Article 19(5) of Regulation 2019/943, NERC shall draw up and publish a congestion
income report for 2023 (hereinafter — the Report), which shall also be submitted to ACER. The
Report is drawn up on the basis of data provided by TSO:

1. In accordance with Article 19(5)(a) of Regulation 2019/943, the information to be provided shall
cover the twelve-month period ending on 31 December of the previous calendar vyear, i.e.
congestion income generated during the period from 1 January 2023 to 31 December 2023.

Table 6. Congestion income generated for the period between 1 January 2023 and 31 December 2023
Interconnector Revenue received, EUR
Lithuania-Latvia 2,548,625
Lithuania-Poland 32,883,404
Lithuania-Sweden 73,095,371
Total 108,527,399

Source: NERC.
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2. Pursuant to Article 19(5)(b) of Regulation 2019/943, information shall be provided on the use of
congestion income in accordance with Article 19(2), including specific projects and the amount of
income transferred to a separate account line. The data of AB “Litgrid” showed that the income has
been used in accordance with Article 19(2)(a) and (b) of Regulation 2019/943. The table below
provides detailed information on the use of the income generated between 1 January 2023 and 31
December 2023.

Table 7. Use of the resulting congestion income for the period from 1 January 2023 to 31 December 2023

1. Accumulated congestion income at the beginning of the period 351,495,138

2. Purpose of use Income used, EUR

21 Ensuring the use of allocated capacity in accordance with Article 19(2)(a) of the 3,190,974
Regulation

2.2. | Network investments under Article 19(2)(b) of the Regulation: 15,192,028
Construction of 330 kV Kruonis PSHP — Biténai transmission line 3,543,427
Construction of the HARMONY link* -1,452,897
Construction of the 330 kV Darbénai — Biténai transmission line 3,313,669
Construction of a new 330 kV Vilnius — Neris transmission line 809,878
Installation of new synchronous compensators in the Lithuanian electricity system 8,073,097
Construction of the 330 kV “Masa” switchyard 538,994
Construction of the 330 kV Darbénai switchyard 96,727
Implementation of the Frequency Stability Assessment System (FSAS) 48,932
Implementation of automatic generation control in the Lithuanian electricity system 17,460
Developing a new energy balance and ancillary services system 202,743

3. Amount used in the calculation of network tariffs 142,300,000

4 Income generated during the reporting period 108,527,399

5. Remainder of income transferred to a separate internal account line (4. - 2.1. - 2.2.) 90,144,397

Total spent in 2023 160,683,002
6. Accumulated congestion income at the end of the period (1. -2.1.-2.2.-3. +4.) 299,339,535

*Repayments after calculation of EU grants.
Source: NERC.

3. In accordance with Article 19(5)(c) of Regulation 2019/943, information shall be provided on the
amount used to calculate network tariffs.

Part of the accumulated congestion income (EUR 142.3 million) were used to set the price cap for
the transmission service for 2023, i.e. to amortise the increase in the transmission tariff (to cover
higher costs in the technological facilities).

4. In accordance with Article 19(5)(d) of Regulation 2019/943, information shall be provided on the
verification that the amount referred to in point (c) has been used in accordance with Regulation
2019/943 and the methodology developed pursuant to Article 19(3) and (4) of Regulation 2019/943.
Having assessed the Report submitted by the company, NERC found that the use of the congestion
income in accordance with Article 19(5)(c) of the Regulation complied with the requirements set
out in Article 19 of the Regulation and Article 5(3) and (4) of the Methodology.3

5. The amount of EUR 166,600,226, as part of the accumulated balance of the congestion income
(31 December 2023), was added to the account of UAB “EPSO-G” group (Table 8).

3 Methodology for the Use of the Congestion Income proposed by transmission system operators on 3 July 2020,
as approved by Decision No 38/2020 of the European Union Agency for the Cooperation of Energy Regulators (ACER) of
23 December 2020.
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Table 8. Use of accumulated congestion income
Income used, EUR
Accumulated income at beginning of period 351,495,138
Accumulated income at the end of the period 299,339,535
Accumulated balance at the end of the period* 130,653,890
Incl. connected to the account of UAB “EPSO-G” group — temporarily used to finance
the company’s activities s i ! 166,600,226

* The difference between the fund balance and accrued income is due to a mismatch between income (accounts) and
revenue/expenditure.
Source: NERC.

e Monitoring the supply and demand balance

e Article 59(1)(v) of Directive (EU) 2019/944: Investment in generation and storage capacities
in relation to security of supply

The investment project "Overhaul of Power Generation Unit 7 of the Elektrénai Complex" by AB
“Ignitis gamyba” was delivered in October 2023 and approved by NERC in February 2024. The
project aims at restoring the capacity of Unit 7 of the Lithuanian power plant to the same level as
Unit 8 of the Lithuanian power plant after the overhaul. The overhaul will ensure the technical
capability for uninterrupted power generation for at least 90 days.

NERC monitors investments in generation capacity in accordance with the provisions of the LE by
issuing permits for the development of power generation capacity and for the generation of
electricity to persons other than those whose installed power of the generation facilities does not
exceed 100 kW and persons seeking to become prosumers.

The largest market shares in the overall structure of the renewable installed capacity market at the
end of 2023 were represented by wind power plants (73.7%), solar power plants (10.2%),* biomass
power plants (8.7%) and hydroelectric plants (7.5%).

Fig. 8: Structure of RES by installed power 2021-2023, MW
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Source: NERC.

4 Excluding power plants operated by prosumers.
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In 2023, the share of the installed capacity of RES power plants (excluding prosumers) in the total
installed capacity balance accounted for 38.3%.

In accordance with the provisions of the Law on Renewable Energy, the electricity grid operator
provides monthly information to NERC on the connection conditions issued to prosumers and
persons seeking to become prosumers and planning to construct or install power plants using
renewable energy resources, which, according to the LE, do not require a permit to develop
electricity production capacity.

Fig. 9: Number of prosumers (including remote prosumers) and the total installed capacity of power plants
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Source: NERC.
The number of prosumers (including remote prosumers) increased by 43,049 in 2023, of which
34,908, or 81.1%, were household prosumers and 8,141, or 18.9%, were non-household prosumers.
In 2023, compared to 2022, the number of prosumers increased by a factor of 2 (1.9 times for
household consumers, 3.2 times for non-household consumers), and the total number of prosumers
at the end of 2023 was 85,699, of which 73,845, or 86.2%, were household prosumers and 11,854,
or 13.8%, were non-household prosumers.

e Cross-border issues

e Article 59(1)(w) of Directive (EU) 2019/944: Technical cooperation between EU and third-
country transmission system operators

In 2023, the existing level of technical cooperation with third country operators, which is essential
to ensure the reliable operation of LPS and the quality of electricity and to prepare for timely and
appropriate desynchronisation from the UPS/IPS system, was maintained.

The UPS/IPS desynchronisation issues are discussed in the BRELL (Belarus, Russia, Estonia, Lithuania,
Latvia) Committee and in the operational planning and management working group, where TSOs
present information on the current systems development situation, following a formal request and
proposal by the European Commission. The Committee meets twice a year and the working group
as required.
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e Implementation of network codes and guidelines

NERC is a member of ACER’s Board of Regulators (BoR) and, as such, together with other regulators
engages in the approval of common documents related to the European Union energy market. As
part of this work, in 2023 NERC contributed to other important decisions related to European Union
regulations (network codes and guidelines). In 2023, ACER adopted 18 decisions on these topics at
EU level, with partial contribution on the part of NERC. Accordingly, the adoption of some of the
legislation received in 2023 continued into early 2024. In this section, we present the main decisions
which are of most relevance for Lithuania.

Article 59(7) of Directive (EU) 2019/944: Network codes

Load connection
e Requirements for generators
High-voltage DC connectors

In May 2023, NERC approved a proposal submitted by TSO to modify the general requirements for
the updated generation modules. These requirements improve the implementation of Commission
Regulation (EU) 2016/631 of 14 April 2016 establishing a network code on requirements for grid
connection of generators. The amendment will enable the accelerated development and integration
of electricity generated from renewable energy sources into the LPS and the achievement of
national strategic energy objectives.

e Operation

During the reporting year, NERC did not take any decisions related to Commission Regulation (EU)
2017/1485 of 2 August 2017 establishing a guideline on electricity transmission system operation.

e Electricity emergency and restoration

During the reporting year, NERC did not take any decisions related to Commission Regulation (EU)
2017/2196 of 24 November 2017 establishing a network code on electricity emergency and
restoration.

e Forward capacity allocation

NERC, together with the Swedish regulator, drafted a report on electricity futures market hedging
opportunities in the Lithuanian trading zone and obliged TSO AB “Litgrid” to ensure that wholesale
electricity market participants have the possibility to purchase long-term cross-zonal hedging
products, thus promoting the functioning of the wholesale electricity markets without granting long-
term transmission rights. The implementation of the decision should contribute to the future
development of the derivatives market and enable market participants to manage risks more
efficiently, which will indirectly have a positive impact on final customers.
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e Capacity allocation and congestion management

The following documents approved by ACER are relevant for the allocation of cross-zonal capacity
for trading on wholesale energy markets such as the day-ahead market or the intraday market:

— On 30 May 2023, ACER approved amendments to the methodology for calculating scheduled
exchanges resulting from Single Day-ahead Coupling (SDAC).

The changes were proposed by TSOs to improve the methodology for calculating the volume
scheduled exchanges between Nominated Electricity Market Operators (NEMOs). The changes to
this methodology have been implemented by TSOs by 30 August 2023. The changes are expected
to contribute to market integration, non-discrimination, effective competition and the proper
functioning of the EU electricity market.

— On 1 December 2023, ACER adopted a decision approving amendments to the distribution of
TSO congestion income.

Recently, several mechanisms (e.g. flow-based allocation or advanced hybrid interconnection) have
been introduced in EU countries to increase the efficiency of market coupling. However, these
mechanisms can lead to the emergence of non-intuitive flows (where electricity flows from a bidding
zone with a higher price to a bidding zone with a lower price). These amendments aim to manage
the financial consequences of non-intuitive flows and ensure that all TSOs are treated equally, i.e.
without discrimination. In addition, balancing capacity exchanges or reserve sharing will take place
in the future. Both of these mechanisms would generate income from congestion that need to be
allocated.

— On 22 December 2023, ACER approved proposal from TSOs to amend the harmonised
allocation rules for long-term electricity transmission rights.

The harmonised allocation rules had to be amended to introduce flow-based allocation of long-term
transmission rights and to facilitate cross-zonal coordination. Flow-based allocation of long-term
transmission rights is a mechanism for efficiently allocating cross-border transmission capacity on
the electricity market. It takes into account the physical state of the transmission network when
determining the available capacity of the physical network elements for the exchange of electricity
between different areas and the sensitivity factors. In addition, a flow-based mechanism allows for
the coordination of cross-zonal long-term electricity markets, which facilitates more accurate price
signals in cross-border trade, reduces market distortions and ensures that prices properly reflect
the true costs of generation and transmission. The amendment to this document supports the
implementation of two long-term flow-based capacity calculation and allocation projects in the
CORE and Nordic capacity calculation regions.

e Electricity balancing

ACER has decided to endorse the proposal from all TSOs for a harmonised cross-zonal capacity
allocation methodology. This methodology establishes a harmonised cross-zonal capacity allocation
process that will be used for balancing capacity exchanges or reserve sharing.

ACER has decided to approve a proposal from the European Network of Transmission System
Operators for Electricity (ENTSO-E) on the Regional Coordination Centres (RCC) function for setting
the regional level of reserve capacity. This RCC function consists of two parts: the assessment of the
availability of short-term sharing volumes and the determination of the minimum reserve capacity
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required at TSO level in the system operating region (SOR). The RCC will assess automatic frequency
restoration reserves (aFRR), manual frequency restoration reserves (mFRR) and replacement
reserves (RR).

ACER has decided to approve the proposal from ENTSO-E for a RCC function to facilitate the
purchase of regional balancing capacities. This methodology will calculate the availability of bids for
balancing energy not contracted on the European platforms by reserve type, direction and duration,
in addition to the roles and responsibilities given to the RCCs under the scope of the harmonised
cross-zonal capacity allocation methodology. The methodology covers FRR (aFRR and mFRR) and RR
reserves.

In 2023, NERC approved the standard terms and conditions of the balancing services contract
developed by AB “Litgrid”, which regulate how TSOs will procure services from market participants
on the common European Union balancing platforms (MARI, PICCASO) and on the common Baltic
balancing capacity market after the synchronisation with the continental European network (CEN)
grids. It also defines the mechanism for the participation of balancing service providers in the new
balancing market.

NERC also approved the standard terms and conditions of the imbalance settlement contract of AB
“Litgrid”, which should provide greater incentives for market participants to avoid imbalances and
ensure a consistent and more harmonised application of the imbalance settlement rules, while
contributing to the improvement of the efficiency of the electricity system for the benefit of end
users.

The standard terms and conditions of the electricity transmission contract of AB “Litgrid” have also
been agreed. Adjustments were made to change from hourly settlement to a 15-minute settlement
period, to harmonise provisions on generation restrictions, etc.

At the beginning of 2024, NERC approved the proposal by the Lithuanian, Latvian and Estonian TSOs
(hereinafter — the Baltic TSOs) for the Baltic balancing capacity market (hereinafter — the Proposal).
The Proposal sets out how the Baltic balancing capacity market will operate, replacing the current
reserve model. The Proposal includes common rules and processes for buying, sharing and
exchanging balancing capacity. The proposal also provides for a market-based allocation process.
The Baltic TSOs foresee the use of demand reduction resources to reduce the amount of balancing
capacity that needs to be procured from primary and reserve resources to meet the demand of the
Baltic TSOs. Baltic TSOs with demand reduction resources will not be remunerated for activated
capacity. Backup resources will be given lower priority than primary and demand reduction
resources, provided that they do not increase the marginal price of the relevant bidding zone.

In addition, NERC approved the proposal from the Baltic TSOs for an exemption from the obligation
to allow aFRR and mFRR capacity to be transferred in the Baltic bidding zones. According to the
approved document, the exemption will result in a market contract period of only one day for the
Baltic aFRR and mFRR capacity. This is expected to reduce the need for such flexibility among
balancing service providers compared to a longer contract period. The exemption will prohibit
balancing service providers from transferring balancing capacity to other balancing service providers
located in another bidding zone. However, it will remain possible to transfer balancing capacity in
the same bidding zone, i.e. within a bidding zone (e.g. the Lithuanian bidding zone).
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A methodology for calculating the balancing period capacity of TSOs in the Baltic capacity calculation
region has been approved. The purpose of the methodology is to regulate the coordinated and
harmonised calculation of balancing period capacities in the region. The methodology describes the
principles for the calculation of balancing period interconnection capacity when the Baltic countries
are synchronously interconnected to the Continental European synchronous area and when
operation is in isolated mode. It also covers the calculation for the balancing period interconnection
capacity in the balancing market operation phase and the determination of capacity, which is
published after the close of trading of the balancing period. The methodology will allow for a more
efficient use of the existing network infrastructure in the allocation of capacity to the balancing
market.

3.2. Promotion of competition and market functioning
3.2.1. Wholesale market

e Monitoring price levels, level of transparency, level and effectiveness of market opening and
competition

e Article 59(1)(n) and (o) of Directive (EU) 2019/944

In order to ensure that the regulator is able to verify the reasonableness of the costs of economic
operators for the purposes of attributing them to regulated activities, the regulatory activity reports
submitted by economic operators to NERC shall be audited by the auditors from 2019 onwards in
accordance with the terms of reference approved by NERC, i.e. the specific requirements. The terms
of reference may be revised annually, either by adjusting the requirements set or by keeping the
existing ones in place. In 2023, NERC has revised the terms of reference for the verification of
regulatory activity reports, i.e. the requirements for the verification/audit of regulated entities’
activity reports for 2023 are revised compared to previous years.

In order to ease the administrative burden, electricity and natural gas DSOs serving fewer than
100,000 customers, LPG undertakings, as well as electricity undertakings recognised as having
significant market power in the provision of a replacement reserve service and/or an isolated
operation of the electricity system, the price of which is regulated by the state and which meet other
conditions laid down by NERC, may choose the terms of reference for the verification of regulatory
activity reports of 2023, either the same terms of reference applicable to all regulated undertakings
or separate terms of reference for the verification of the regulatory activity reports of electricity and
natural gas undertakings approved in September 2020.

In the electricity sector, NERC applies price regulation to 11 undertakings. In 2023, NERC set price
caps for the new regulatory period for two infrastructure undertakings (AB “Energijos skirstymo
operatorius”, AB “Litgrid”) and adjusted price caps for three infrastructure undertakings (AB
“Achema”, UAB “Dainavos Elektra”, AB “Akmenés cementas”) and one public electricity supply
undertaking (UAB “Ignitis”). NERC also set the prices of ensuring reserve power and isolated power
system operation services for the providers of those services (AB “Achema”, AB “Ignitis gamyba”,
AB “Panevézio energija”, AB “Orlen Lietuva”, UAB “Kauno termofikacijos elektriné”) and the price
of the isolated power system operation reserve service for UAB “Energy Cells”.
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In accordance with the provisions of the LE, NERC continuously monitors and controls the
compliance of electricity market participants with the requirements of transparency, non-
discrimination and competition in the electricity sector set out in LE and other legislation,
compliance with the conditions and requirements for licensed or authorised activities in the
electricity sector, and the protection and defence of consumers’ rights and legitimate interests,
including the reliability of information provided to consumers. Entities operating on the wholesale
electricity market are obliged to make the information defined in separate legal acts publicly
available. In accordance with the approved description of information to be made publicly available,
NERC publishes on its website a list of information to be made public by undertakings in the
electricity sector (hereinafter — the List).> In accordance with the aforementioned description, NERC
shall also check, on an annual basis, the public disclosure by undertakings of the information
referred to in the List. In the case of any deficiencies identified in the publicly published information,
NERC prepares recommendations on the compliance of prices for services in the energy sector with
transparency, non-discrimination and other requirements established in legislation. Pursuant to the
provisions of the Law on Energy, these recommendations are published at least once every five
years and submitted to the Competition Council of the Republic of Lithuania.

Article 12(5) of the Law of the Republic of Lithuania “On the Implementation of Regulation (EU)
2022/1854” imposes an additional obligation on NERC to monitor the correctness and justification
of the amount of excess revenue calculated by the entities paying the excess revenue, to carry out
assessments and to identify discrepancies in tax returns. In 2023, NERC verified the documents
submitted by 77 excess revenue paying entities to the excess revenue administrator. After
identifying deficiencies in the documentation supporting the excess revenue calculations, NERC
contacted 48 entities with excess revenue for additional documentation and 8 entities with excess
revenue in relation to their obligation to register in the information system operated by the excess
revenue administrator and/or to submit tax returns for excess revenue and/or other
documentation. The amount of excess revenue declared by market participants amounted to EUR
12.16 million. The decision of the Government of the Republic of Lithuania on the use of the excess
market revenue has not yet been adopted.

NERC, in order to carry out market monitoring and in accordance with the Rules on the Provision of
Information by Energy, Drinking Water Supply and Wastewater Management, and Surface
Wastewater Management Undertakings, as approved by NERC, collects information from
undertakings that require licences, permits, certificates and/or are subject to state-regulated prices.
On the basis of the information provided by undertakings, NERC regularly prepares semi-annual
electricity market monitoring reports and publishes them on its website® in order to increase market
participant awareness and to ensure that they have reliable information at their disposal.

The level of transparency in relation to wholesale prices is monitored in accordance with the
provisions of Regulation (EU) No 1227/2011 of the European Parliament and of the Council of 25
October 2011 on wholesale energy market integrity and transparency (REMIT). In addition, NERC
has set limits on the disclosure of information that is considered inside information in accordance
with the Rules on the Supervision of Trading in Electricity and Natural Gas adopted by NERC.”

5 https://www.regula.lt/elektra/Puslapiai/elektros-energetikos-sektoriaus-ukio-subjektu-viesai-skelbiamos-

informacijos-sarasas.aspx
6 https://www.vert.It/elektra/Puslapiai/elektros-rinkos-apzvalga/rinkos-stebesena.aspx
7 https://www.e-tar.lt/portal/It/legalAct/fbc3b880c84711e69dec860c1f4a5372/asr



https://www.regula.lt/elektra/Puslapiai/elektros-energetikos-sektoriaus-ukio-subjektu-viesai-skelbiamos-informacijos-sarasas.aspx
https://www.regula.lt/elektra/Puslapiai/elektros-energetikos-sektoriaus-ukio-subjektu-viesai-skelbiamos-informacijos-sarasas.aspx
https://www.vert.lt/elektra/Puslapiai/elektros-rinkos-apzvalga/rinkos-stebesena.aspx
https://www.e-tar.lt/portal/lt/legalAct/fbc3b880c84711e69dec860c1f4a5372/asr

34

Supervision of trading on the electricity market is carried out by analysing the behaviour of market
participants, i.e. the submission of transactions, including orders to trade, the conditions under
which they are entered into, the explanations given by market participants and other circumstances,
in prevent wholesale electricity market abuse. As part of the REMIT implementation, NERC, together
with ACER, carried out continuous supervision of the wholesale electricity and natural gas markets,
analysis of information available on insider platforms in the Lithuanian trading area (9
inadequate/inaccurate urgent market messages (UMMs) were identified in the gas and electricity
sector).

NERC also carried out registration of market participants (7 market participants registered),
assessment of bilateral contracts for wholesale energy products and compliance with REMIT
requirements, and monitoring of orders placed and transactions concluded by market participants
on exchanges.

In order to create the preconditions for effective competition in the electricity markets and to
prevent persons from abusing their significant influence in the electricity markets, NERC conducts
market research in accordance with the Rules for Market Research. Accordingly, NERC regularly
publishes on its website and keeps up-to-date market research reports, except for information
which is considered confidential, and final decisions on the results of the market research or parts
thereof without confidential information. It should be noted that no market research was conducted
in 2023.

NERC is actively involved in the development of a common regional electricity market, including the
development and implementation of various common legislation.

Harmonisation of rules between different EU countries should have a significant impact on the
promotion of competition and the functioning of the market. Relevant measures implemented in
relation to the implementation of the network codes are set out in the previous section -
"Implementation of network codes and guidelines".

As in previous years, NERC published on its website all information related to its activities, such as
news, various clarifications, statistical information, information on ongoing meetings, materials
from public meetings, etc., in order to increase transparency, as well as market participant and
consumer awareness.

Information on the country’s total electricity demand, the amount of electricity produced (net) in
the country and the amount of electricity imported and exported is presented in Figure 10 below.
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Fig. 10: Electricity generation, imports, exports and total electricity demand in the country 2018-2023
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Source: NERC.
In 2023, the price of electricity in the Lithuanian price area, on the day-ahead market, was EUR
94.44/MWh. Imports accounted for 77.9% of the country’s total electricity demand. For more
information, see www.nordpoolgroup.com.

In the wholesale electricity market, 20 suppliers were selling electricity and 27 suppliers were buying
electricity in 2023.

In 2023, there were two main suppliers on the wholesale electricity market: Eesti Energia AS and
UAB “Ignitis”. Together they accounted for 78% of total electricity sales on the electricity exchange
in 2023.


http://www.nordpoolgroup.com/
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Fig. 11: Structure of the electricity sales market on the electricity exchange by company, %, 2022-2023
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In 2023, the largest purchases of electricity on the power exchange were made by UAB “Ignitis”
(47.5%), UAB “Enefit” (27.9%) and UAB “Elektrum Lietuva” (18.3%).

Fig. 12: Structure of the electricity purchase market on the electricity exchange by independent suppliers, %, 2022-2023
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Source: NERC.
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3.2.2. Retail market

e Monitoring price levels, transparency levels, level and effectiveness of market opening and
competition

e Article 59(1)(o) of Directive (EU) 2019/944: Market opening and competition

The retail market is monitored and controlled in a broadly analogous way along the same lines as
those set out in Section 3.2.1. Since 2013, all non-household customers have been paying for their
electricity at market prices and, if necessary, guaranteed supply to these consumers is ensured for
a maximum of six months. Household consumers also have the right to choose an independent
electricity supplier and to purchase electricity on the market or under bilateral contracts.

The number of consumers in the country in 2023, compared to 2022, increased from 1,851,649 to
1,877,560, of which 1,695,742 (90.3%) are household consumers. The consumption of non-
household customers purchasing electricity at public prices changed marginally and amounted to
0.103 TWh in 2023 (0.101 TWh in 2022). Consumption by household customers purchasing
electricity at public prices amounted to 0.299 TWh in 2023, showing a decrease of 73.5% as
compared to 2022 (1.128 TWh). Compared to the previous year, in 2023, the number of household
customers purchasing electricity from independent electricity suppliers increased from 1,147,004
to 1,232,928.

In 2023, the three largest independent electricity suppliers in the retail independent supply market
were UAB “Ignitis”, UAB “Enefit” and UAB “Elektrum Lietuva”. In terms of electricity supplied to the
market, their share in the retail market was 85.5%. Among the largest independent electricity
suppliers in 2023, UAB “Elektrum Lietuva” (+4.1%), UAB “Ignitis” (+2.6%), UAB “Enefit” (+1.4%)
increased their market shares, as compared to 2022.

Fig. 13: Structure of retail market sales by supplier, %, 2022-2023
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In the second half of 2023, the average forecast electricity price on the Lithuanian market was
11.182 ct/kWh, while in the first half of 2024 it was 9.753 ct/kWh. The average retail price of the
public supplier for a typical household consumer in the second half of 2023 was 11.605 ct/kWh
(electricity purchase and public supply margin), while in the first half of 2024 it was 8.228 ct/kWh.

The public electricity price for household consumers purchasing electricity from medium-voltage
networks was 13.544 ct/kWh (excl. VAT) in the second half of 2023, 12.210 ct/kWh (excluding VAT)
in the first quarter of 2024 and 11.819 ct/kWh (excluding VAT) in the second quarter of 2024,
purchaing electricity from low-voltage networks, the price in the second half of 2023 was
18.400 ct/kWh (excl. VAT), in the first quarter of 2024 it was 17.770 ct/kWh (excl. VAT) and in the
second quarter of 2024 17.337 ct/kWh (excl. VAT).

Taking into account the amount of electricity price compensation approved by the Government of
the Republic of Lithuania for the first half of 2023 (28.5 ct/kWh incl. VAT) and the minimum
electricity price threshold below which the compensation is not applicable (28 ct/kWh incl. VAT for
the first half of 2023), and having taken into account the compensation of the additional
components to the price of the transfer service, NERC approved the differentiated public electricity
tariffs for the consumers of the medium-voltage and low-voltage networks for the first half of 2023.
In this way, NERC ensured the adjustment of the public supply compensations for household
consumers. Compensation for independent supply to household consumers is applied to the final
consumer price at the same compensation rates.

In 2022-2023 NERC also carried out an inspection of the independent electricity supplier UAB “Perlas
Energija” , during which it was found that the company had violated the conditions of its regulated
activities and, as a result, was obliged to reimburse to the state budget the amount of
EUR 4,212 million (including VAT) of compensation funds, which were allocated from the state
budget in order to compensate for the increase in the price of electricity to the company’s former
household consumers covered by the guaranteed electricity supply. NERC found that UAB “Perlas
Energija” had failed to give to consumers a three-week notice of the termination of the electricity
sales and purchase agreements, thereby violating consumers’ rights and the conditions of the
regulated activity, that the hedging instruments (financial derivatives) were insufficient to manage
financial risks in the current market conditions, that the company did not have an approved risk
management plan and a sustainable risk management strategy enabling it to assess, predict and
manage its operational risks in the long-term. The non-compliance with the commitments to supply
electricity under the terms and conditions agreed with the electricity consumers, the unilateral
termination of the electricity sales and purchase agreements and the suspension of activities of the
independent electricity supplier, triggering the guaranteed electricity supply to household
consumers, required an additional EUR 4,212 million, including VAT, from the state budget for the
reduction of the electricity price, which the company was obliged to reimburse to the state budget
within one month of the adoption of the resolution. Subject to the company’s failure to pay the
required amount, a lawsuit for its recovery was filed in court and is currently pending.

e Article 59(1)(o) of Directive (EU) 2019/944: Prices for household consumers

Household consumers, like non-household consumers, have the right to choose an independent
electricity supplier and purchase their electricity on the market or through bilateral contracts.
Household consumers who have not chosen an independent electricity supplier, as well as
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vulnerable consumers, are supplied with electricity at the public electricity price by a public supplier
operating in the territory specified in the license.

Compared to the previous year, the average annual consumption per household has decreased from
1,996 kWh to 1,896 kWh (a decrease of 5%).

UAB “Ignitis” carries out both public electricity supply activities and independent electricity supply
activities. In 2023, this company supplied 69.4% of the total electricity consumption by household
customers, of which 14.3% was supplied at the public electricity price (45.7% in 2022). In 2023, the
share of public electricity supply in the retail market accounted for around one tenth of the total
electricity consumption by household customers (around one third in 2022).

According to the provisions of the LE, for electricity consumers whose facilities are connected to
electricity networks managed by TSO, the guaranteed electricity supply is ensured by DSO serving
more than 100,000 consumers, and for electricity consumers whose facilities are connected to
electricity networks managed by DSO, the guaranteed electricity supply is ensured by DSO. At the
end of December 2023, 40,543 household consumers were covered by the services of the
guaranteed supplier (50,780 household consumers in 2022).

Price cap for public electricity supply: UAB “Ignitis” sells electricity to consumers who pay at public
tariffs; when calculating the price cap for public electricity supply, NERC therefore assessed the
amount of energy sold to household consumers consuming less than 1,000 kWh of electricity per
year who did not choose an independent supplier — the price cap for public electricity supply service
for 2024 was set at 0.964 ct/kWh. This is an increase of 0.208 ct/kWh, compared to 0.756 ct/kWh
in 2023. The price increase is due to an increase in OPEX DU and OPEX non-DU costs as a result of
the application of the projected wage and inflation rates calculated by the Ministry of Finance of
the Republic of Lithuania.

NERC set the price cap for public electricity for the second half of 2023, first half of 2024 and a
revised price cap for the first half of 2024. The price cap for consumers connected to the medium-
voltage network decreased by around 12.7% (comparing the revised price cap for the first half of
2024 with the second half of 2023), and for consumers connected to the low-voltage network it
decreased by 5.7%. The part of the price regulated by NERC increased by 105% for medium-voltage
consumers and by 39% for low-voltage consumers, but the overall decrease in the price was due to
a decrease in the purchase price of electricity as well as to the return to consumers of the revenues
received in excess of the company’s actual electricity purchase costs. NERC approved the reduction
of the cost of electricity purchase by EUR 3.3 million, excluding VAT, in the first half of 2024.

Household consumers pay for their electricity at public tariffs set by NERC. The price of electricity
to the end user consists of:

— purchase price;

— SPlI price;

— system service price;

— transmission service price;

— price for distribution services over medium- and low-voltage networks;

— supply price;

— additional components.
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Considering that NERC approved accelerated return of the distribution network operator’s excess
return on investment to consumers, the price cap for the electricity distribution service over low-
voltage networks was recalculated and reduced as of the second quarter 2024. In February 2024,
the price caps for public electricity were also adjusted with effect from 1 April 2024. For consumers
purchasing electricity from the medium-voltage network, the price is 14.301 ct/kWh, incl. VAT, and
for consumers purchasing electricity from the low-voltage network it is 20.978 ct/kWh, incl. VAT.

Fig. 14: Public electricity price in the first half of 2022 — in the second quarter of 2024 (ct/kWh excluding VAT and including
VAT)
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e Article 59(1)(o) of Directive (EU) 2019/944: Pre-payment system

The pre-payment system applies to the following services provided by the largest DSO:
— disconnection-connection upon request of the client;
— disconnection- connection after payment of the debt;
— other.

The pre-payment system for consumers purchasing electricity from a public electricity supplier
applies to the services listed in the table below.
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Table 9. Services of a public electricity supplier subject to a prepayment system

Service group Service explanation/comments

Applies to clients whose debt has been referred to bailiffs
for recovery.

Applies to clients who have signed bills of exchange and

Remuneration for bailiff’s actions

Remuneration for notarial acts have not paid them on time, the notary is paid a fee for
issuing the enforcement record.

Advance payment for electricity consumed The service has never been provided.

Penalty for failure to fulfil contractual obligations The service has never been provided.

Legal action administration fee (lawyer’s services,

commission fee for payment order and confirmation of

stamp duty order, other costs)

For interest awarded by the court The service has never been provided.

Stamp duty Applies to clients whose debt has been referred to court.
Source: NERC.

Applicable to clients whose debt has been taken to court,
judicial debt recovery has been carried out.

e Article 59(1)(o) of Directive (EU) 2019/944: Dynamic price contracts

At the end of 2023, around 44,350 dynamic price contracts were concluded with household
consumers. In the second half of 2022, smart meters were launched, allowing consumers to start
choosing dynamic price contracts more actively (about 10,000 dynamic price contracts in 2022). For
consumers with smart meters, the DSO AB “Energijos skirstymo operatorius”, offers an electricity
tariff plan called "Smart", in which the following time intervals are applied: night, morning, day and
evening energy components. The Saturday, Sunday and public holidays time intervals are split into
the corresponding time intervals of energy components of night and day.

e Article 59(1)(o) of Directive (EU) 2019/944: Smart meter use
At the end of 2023, 729,000 smart meters were installed in Lithuania.

DSO AB “Energijos skirstymo operatorius” planned to start mass deployment of smart metering
devices (100% for commercial consumers and 54% for household consumers consuming more than
1,000 kWh/year) in the second half of 2021, but in order to ensure the technical and data security
requirements and to achieve the best results, the deployment was delayed until the first half of
2022. In the smart meter project, the purchase contract for smart meters and related systems was
signed in May 2021 and active deployment of the meters started in the second half of 2022. NERC
is remotely monitoring the project, i.e. AB “Energijos skirstymo operatorius” developed a
monitoring system and has received the approval of NERC. In 2022 and 2023, AB “Energijos
skirstymo operatorius” submitted to NERC project implementation reports and supporting
documents confirming that the financial and economic benefits generated are in line with the
financial and economic indicators set out in the investment project coordinated by NERC.

As part of the DataHub project, in 2023, the last three planned add-on modules were developed,
including market monitoring, open data and balancing data exchange, allowing to offer market
participants the full range of retail market processes.

From August 2023, DSO AB “Energijos skirstymo operatorius” started using a smart meter feature —
the P1 interface — which allows for more accurate real-time monitoring of electricity consumption
and the amount of electricity delivered to the grid.
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e Article 59(1)(o) of Directive (EU) 2019/944: Electricity supplier switching index

Following the adoption of the amendments to the LE in May 2020 and with the launch of the
liberalisation of the electricity supply market for household consumers, household consumers, like
commercial consumers, also have the right to choose an independent electricity supplier and to buy
electricity on the market or under bilateral contracts. By 18 December 2023, 97.71% (95,348
consumers) of consumers in Stage |, 94.87% (700,147 consumers) of consumers in Stage Il, 49.45%
(441,736 consumers) of consumers in Stage Ill, 389 unallocated (new) consumers and a total of
1,237,620 have chosen an independent electricity supplier (with the total number consumers in
Stages | to Il exceeding 1,730 million). In 2021, it was decided to extend the deadline for Stage Il
consumers (consuming 1,000-5,000 kWh/year) for choosing a supplier and concluding a contract to
18 June 2022. In 2022, it was decided to extend the deadline for Stage Ill consumers (consuming up
to 1,000 kWh/year) for choosing a supplier and concluding a contract to 1 January 2026.

The figure below shows the annual index of switched suppliers in the non-household consumer
market by the volume of electricity and in the household consumer market by number of
measurement metering points. In 2023, the annual index of switched suppliers in the non-
household consumer market based on the volume of the electricity in the free market was 27.3%
and in the household consumer market based on the number of measurement metering points was
8.3%. In 2023, the annual switching index for the non-household consumer market in terms of the
electricity amount on the free market decreased by 6.8% and for the household market in terms of
the number of metering points decreased by 10.4%, compared to 2022.

Fig. 15: Annual switching index in 2017-2023 for the non-household consumer market by electricity volume on the free
market and for the household consumer market by measurement metering points, %.
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e Article 59(1)(o) of Directive (EU) 2019/944: Charges for maintenance services

NERC assesses the repair, maintenance and operation, personnel, administrative and other costs of
electricity transmission and of the main DSOs (AB “Litgrid” and AB “Energijos skirstymo
operatorius”) and small DSOs (AB “Achema”, AB “Akmenés cementas”, UAB “Dainavos Elektra”)
according to the annual reports on the regulatory activities. Economically justified maintenance
costs of electricity transmission activities and electricity distribution activities are included when
setting the price cap for the TSO transmission service and the price caps for the DSO distribution
services over medium and low voltage networks.
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e Article 59(1)(o) of Directive (EU) 2019/944: Relationship between household and wholesale
prices

In accordance with the Methodology for Setting of the Price Cap for Electricity Transmission,
Distribution and Public Supply Services and of Public Supply, as approved by NERC, one of the
components of the public electricity price is the purchase price of electricity. This price consists of
the forecast electricity market price, determined by NERC in accordance with the Methodology for
Setting of the Forecast Electricity Market Price and Reference Price, as approved by NERC, and other
costs related to the purchase of electricity, such as electricity exchange fees, electricity balancing
costs, and the adjustment of the share of the forecast and actual costs of the purchase of electricity.

Fig. 16: Share of the electricity market price (%) in the public electricity price cap for the first half of 2020 - the first half
of 2024
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The forecast electricity market price in the public purchase price of electricity which applies to
household electricity consumers, accounts for more than 30% of the total public price of electricity
applied to consumers connected to low-voltage networks, while in the first and second quarter of
2024 this share was between 55% and 56% of the total public purchase price of electricity applied
to consumers connected to low-voltage networks.

After a record high in 2022, the electricity price on the Nord Pool electricity exchange steadily
declined in 2023. The average annual electricity price decreased by 66.3% from 264.28 €/MWh in
December 2022 to 89.00 €/MWh in December 2023. The average exchange price in 2023 (94.44
€/MWh) decreased by 59% compared to 2022 (230.23 €/MWh), almost equalled the average price
of 2021.
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Fig. 17: Development of the average electricity market price (ct/KWh) for household consumers and the average
electricity price (ct/KWh) on the Nord Pool exchange in the first half of 2021 - the second half of 2023
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According to Eurostat data (https://ec.europa.eu/eurostat/data/database), in in the second half of
2023, the average electricity price for household electricity consumers consuming up to 1,000 kWh
from 2021 increased by about 102% (from 10.90 to 22.02 ct/kWh), but the comparison of the
average purchase price of electricity in in the second half of 2023 with the price in in the first half of
2021 shows a 17.5% decrease.

e Article 59(1)(o) of Directive (EU) 2019/944: Distortion or restriction of competition

Article 8(9)(15) of the Law on Energy establishes that NERC should monitor whether there are any
occurrences of contractual practice that restrict competition, including exclusivity clauses, whose
application may prevent or restrict the large non-household consumers from entering into
simultaneous contracts with more than one supplier.

The procedures for submitting information on distortions or restrictions on the electricity market,
including the provision of appropriate information, and for submitting investigations of relevant
cases on the market to the Competition Council of the Republic of Lithuania should be carried out
in accordance with the procedures established by law. NERC carries out market research in order to
ensure effective competition in the electricity sector and, at the same time, to prevent market
participants from applying excessive prices or price pressure to the detriment of market participants
due to lack of effective competition. It should be noted that no such cases were identified in 2023.


https://ec.europa.eu/eurostat/data/database
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e Article 59(1)(s), Article 5(1) of Directive (EU) 2019/944: Competitive prices

Pursuant to the provisions of the Law on Energy, once every five years, NERC publishes
recommendations related to the compliance of prices for the services in the energy sector with
transparency, non-discrimination and other requirements laid down in legislation and submits them
to the Competition Council of the Republic of Lithuania. NERC approved these recommendations by
Resolution No 03-373 of 19 June 2015 “Regarding the Approval of the 2015 Recommendations
Relating to Compliance of Prices for the Services Within the Energy Sector with Transparency, Non-
discrimination and Other requirements Laid Down in Legislation”.® They are published on the NERC
website.’

For more information on electricity prices and competition in the retail market, see “Market opening
and competition”.

e Consumer protection and examination of applications
° Article 59(1)(o) of Directive (EU) 2019/944: Complaints by household consumers

In 2023, NERC received 1,565 applications concerning the electricity sector. It should be noted that
a single application often concerns several issues (e.g. billing and applicable prices, billing and
accounting, service provision and applicable prices), which means that the number of applications
received is lower than the total number of applications by their type.

Fig. 18: Distribution of applications in the electricity sector in 2023 (%) by the type of the application
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Source: NERC.

e Article 59(1)(o) of Directive (EU) 2019/944: Disconnection of consumers from the electricity
network

In Q1-Q4 2023, AB “Energijos skirstymo operatorius” interrupted the transfer of electricity to 3,039

consumers, including 2,641 household consumers, due to unpaid debts. In the case of debt, the

interruption of electricity carried out at any time of the year. No power cuts are performed where:
— maximum daily air temperature is below minus 15 (fifteen) degrees Celsius;

8 https://www.vert.lt/Docs/nutarimas 373 .pdf
9 https://www.vert.lt/Puslapiai/statine/komisijos-nutarimu-sarasas.aspX.
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— amaximum daily air temperature is above plus 30 (thirty) degrees Celsius;

— on Fridays, Saturdays, Sundays, public holidays and pre-holidays, except in certain cases
where:

— thetemporary interruption of the transfer of electricity is not due to the fault of the network
user, and the interruption of the transfer of electricity is due to the fault of the network user.
In such cases, the supply to the consumer may be interrupted on the day following the end
of the circumstances set out in this point, provided that the vulnerable consumer has been
notified about that in accordance with the procedure laid down in the Rules for the Supply
and Use of Electricity and in the other legal acts implementing the LE.

The average number of working days between the date of notice of payment and the date of
disconnection, if payment is not made, is 22 working days.

Fig. 19: Transfer interruptions due to debt in 2019-2023
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Source: NERC.

e Article 59(1)(p) of Directive (EU) 2019/944: Restrictive contractual practices

No restrictive contractual practices were identified in 2023.

e Articles 5(2) and 59(1)(s) of Directive (EU) 2019/944: Protection of vulnerable consumers
and consumers in energy poverty

Measures for the protection of vulnerable customers are provided for in the LE and the Description
of the Procedure for the Application of Additional Guarantees for Socially Vulnerable Electricity
Consumers approved by Resolution No 527 of the Government of the Republic of Lithuania of 27
May 2015 “On the Approval of the Description of the Procedure for the Application of Additional
Guarantees for Socially Vulnerable Electricity Consumers”.

Under the LE, household consumers, including vulnerable consumers, have the right to:

(1) unilaterally terminate, free of charge, the electricity transfer service contract and/or
electricity sale and purchase contract upon notifying the network operator and/or supplier
in writing no later than 2 weeks prior to the planned agreement termination date;

(2) conclude electricity sale and purchase contracts of indefinite duration with the public supplier
in cases where the household consumer does not choose an independent electricity supplier
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or the independent supplier of their choice fails to fulfil the assumed obligations and the
household consumer intends to purchase electricity from the public supplier, as well as an
electricity sale-purchase contract of indefinite duration with an independent supplier and an
electricity transfer service contract with the distribution network operator.

It should be noted that as part of the liberalisation of the electricity market, the public supplier will
ensure the public supply of electricity to vulnerable consumers until 1 January 2026.

The LE also provides additional measures for the protection of the rights and legitimate interests of
vulnerable consumers. Vulnerable consumers should not be subject to restriction and/or
interruption of the supply and/or transfer of electricity where they fail to pay for the electricity
supplied or fully or partially pay for the electricity transfer service or other related services within a
specified period of time, provided that the debt of such vulnerable consumers to the distribution
network operator or supplier amounts or amounted up to three basic social allowances.

In all cases, vulnerable consumers may not have their electricity supply and/or transfer interrupted
on Fridays, Saturdays, Sundays, public holidays and pre-holiday days, or in emergencies (where the
maximum daily air temperature is below minus 15 °C or above plus 30 °C) due to a failure or
improper fulfilment of the obligation to pay. In such cases, the supply to the consumer may be
interrupted on the day following the end of the aforementioned specified circumstances, provided
that the vulnerable consumer has been notified in accordance with the procedure laid down by law.

Vulnerable consumers shall have the right to settle with the DSO or supplier by the last day of the
month following the calendar month during which the electricity is transferred and/or supplied or
other related services are provided to the consumer (unless longer settlement periods have been
agreed upon at the request of the vulnerable consumer). In addition, where vulnerable consumers
fail to pay for the electricity supplied or fully pay or partially pay for the electricity transfer service
or other related services within the prescribed time limit, no interest will be charged for 3 months
from the date of the missed deadline.

For vulnerable consumers, when connecting electrical equipment to electricity networks managed
by the DSO, if the connection fee exceeds EUR 600, 60% of the connection fee will be paid within 10
calendar days of the signing of the consumer’s connection service agreement, and the remainder of
the fee will be paid within 10 calendar days following the completion of the contracting works. The
connection service should be provided once the first instalment of the connection service payment
has been paid by the vulnerable consumer. The DSO should notify the vulnerable consumer of the
completion of the contracted works and deliver to the vulnerable consumer the documents
necessary for payment in accordance with the procedure set out in the connection service contract.
When the consumer’s or producer’s electrical equipment or energy storage facilities are connected
to the distribution network, the vulnerable consumers should pay 20% of the costs incurred by the
distribution network operator or the rate approved by NERC on the basis of this amount.

The smart metering system should be installed free of charge at the request of a vulnerable
consumer when such a request is made by a vulnerable consumer or a consumer who is disabled,
as defined in the Law of the Republic of Lithuania on the Social Integration of the Disabled.

The price of the guaranteed supply service for vulnerable consumers should be set for a period of
one year and published by NERC by 1 December of the current year at the latest. The price of the
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guaranteed supply service for vulnerable consumers, as determined by NERC, will enter into force
at least one month after its publication.

The Description of the Procedure for the Application of Additional Guarantees for Socially
Vulnerable Electricity Consumers, approved by the Government of the Republic of Lithuania,
stipulates that if a vulnerable consumer wishes to receive a hard copy of the payment document,
the DSO or the public supplier cannot require the consumer to cover the costs of the provision of
such hard copy.

Fig. 20: Number of vulnerable consumers in 2019-2023
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Source: NERC.

e Articles 5(3), 5(4) and 59(1)(s) of Directive (EU) 2019/944: Intervention by setting electricity
prices for vulnerable household consumers

Under the provisions of the LE, vulnerable consumers are supplied with electricity by a public
electricity supplier at the public electricity price. This price is regulated by the State. For more
information on the prices of the public supply of electricity applied to vulnerable consumers, is
provided in the chapter “Prices for household consumers”.

Vulnerable electricity consumers also have the right to choose an independent electricity supplier.

e Article 59(1)(t) of Directive (EU) 2019/944: Customer consumption data

Under the provisions of the LE, consumers have the right to have access to their electricity
consumption data, including the amount of electricity consumed, and, by explicit agreement, to
allow any supplier to have free access to their meter data, which the consumer has the right to
receive free of charge.

The network operator is responsible for organising the metering and accounting of the electricity
transferred through the electricity networks managed by them. The amount of electricity consumed
by consumers connected to the distribution networks and purchasing electricity from public or
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independent suppliers, as determined by the network operators on the basis of the readings of
metering devices, is recognised by the TSO as the actual amount of electricity consumed, which
must be purchased by the public or independent supplier.

At the end of the calendar month, the DSO must submit to the supplier, not later than within 4
(four)working days, the available data on the quantities of electricity received from the distribution
network and/or delivered to the distribution network by the network users in the territory specified
in the DSO’s operating licence, who have concluded contracts for the purchase and/or sale of
electricity with this supplier.

If the electricity metering device is not connected to the DSO’s automated data reading system,
non-household consumers can:

- declare their consumption data on the operator's self-service website;

— the amount of electricity consumed may be calculated on the basis of the annual average
electricity consumption if the consumer does not provide actual readings by the deadline set
in the contract.

If the electricity metering device is connected to the DSO’s automated data reading system, non-
household consumers can view their consumption data on the operator’s self-service website and
the consumer does not need to declare himself.

e Article 59(1)(y) and Article 14 of Directive (EU) 2019/944: Availability of comparison tool for
suppliers’ offers

In September 2021, NERC launched a new electricity price comparison calculator for household
consumers — a tool that facilitates the process of choosing an independent electricity supplier and
provides consumers with more comprehensive information on electricity tariffs charged by
suppliers. The calculator allows for the comparison of the offers of different independent electricity
suppliers according to the criteria that are relevant to consumers: the consumer’s annual(monthly)
electricity consumption, the number of time zones, the fixed- or variable-price contracts, the
demand for renewable energy, the duration of the price lock-in offered in the plan (1 to 12 months,
13 to 24 months, 25 to 36 months or price offers of more than 3 years), the duration of the contract
and the supplier. Once the criteria have been selected, the consumer is presented with the plans
offered by the suppliers, ranked from the cheapest to the most expensive ones. The calculator is
available on the NERC website at https://skaiciuokle.vert.lt/. The calculator is being developed to
allow micro and small businesses to compare offers from an independent electricity suppliers.

e Article 59(1)(z) of Directive (EU) 2019/944: Obstacles to and restrictions of consumption of
self-generated electricity and the development of citizens’ energy communities

In 2022, an amendment to the LE entered into force, introducing the concepts of active consumers
and CECs and their rights and obligations. Under the law, both active consumers and CECs can
consume electricity generated in power plants they own, as well as sell electricity to other persons
or to members of the community.
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NERC monitors the change in the number of prosumers who are entitled to consume the electricity
generated by their owned or otherwise operated power plants (by supplying it to the network and
when withdrawing it). The rapid growth in the number of prosumers suggests that there are no
significant barriers to the consumption of self-generated electricity.

In 2023, NERC adopted a procedure for individuals to apply for the CEC status. By the end of
December 2023, NERC granted the CEC status to 7 communities.



51
4. GAS MARKET
4.1. Network regulation
e Network and LNG tariffs for connection and access
o Report on the relevant new tariff regulation provisions
Setting the revenue cap

NERC sets the revenue cap for natural gas services for a five-year period, which is subject to annual
adjustments. NERC approves the specific transmission, distribution, and LNG regasification prices
once a year after verifying that they do not discriminate against separate customer groups and do
not exceed the set revenue cap.

In 2023, the Pricing Methodology and the Schedule for the Description of the Administration of
LNGT Funds were amended.

The purpose of the amendments to the Pricing Methodology is to more clearly regulate the
principles for the assessment of deviations of revenues and costs from those established by NERC
and included in the revenue caps for the regulated services of natural gas undertakings, and for this
reason: (1) the principles for the assessment of cost deviations were defined; (2) an exhaustive list
of cost deviations to be included in the revenue caps of regulated services was provided and the
cases in which they are assessed were defined; (3) the principles for the assessment of the efficiency
of operations of natural gas undertakings were clarified; and (4) the determination and assessment
of the amount of the excess return on investment of a natural gas undertaking was adjusted.

The amendment to the Description of the Administration of LNGT Funds establishes the procedure
for collection and disbursement of the liquefied natural gas terminal (hereinafter — LNGT) funds
when additional component in the natural gas supply price for the security of natural gas supply
(security component) set by the decision of NERC is equal to zero.

e Article 41(1)(a) and (6)(a) of Directive 2009/73/EC
Transmission activities

Transmission activities are carried in Lithuania out by the sole TSO — AB “Amber Grid”. The
transmission activities are based on an entry and exit point pricing model, with revenue cap set and
adjusted at the entry and exit points of the transmission system.

For AB “Amber Grid”, NERC set a natural gas transmission revenue cap in the amount of EUR
63,828,000 for 2025 (the company's 2024 revenue level is EUR 67,011,000), i.e. 4.75% lower than in
2024.

After verifying that the prices of natural gas transmission services submitted by AB “Amber Grid” do
not exceed the established revenue cap, that they are correctly differentiated to avoid cross-
subsidisation between groups of system users and that they are reasonable and objective, NERC
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approved the prices of AB “Amber Grid” which are to take effect on 1 January 2025 with the average
7.4% increase for Lithuanian consumers, as compared to the prices applicable in 2024.

Table 10. AB “Amber Grid” long-term transmission prices for natural gas transmission services in 2023-2025
Change in
2023 2024 2025 2025 and
2024, %
Kotlovka GMS 142.77 142.77 142.77 0
g | 3596 | 3596* | 3596™ 0
'S | Kieménai GMS 142.77 142.77 142.77 0
> 142.77
s Klaipéda GMS 142.77 142.77 : 0
()
% | Internal entry point for biomethane producers - 142.77 142.77 0
Santakos GMS* 0.000391 0.000390 0.000391 0
For capacity on demand, 120.75
100.8 107. 11.87
‘ :p EUR/MWh/day/year 00.86 07.93 8
o - -
For consumption capacity, 50.38
. 1.4 2.1
At the 10.4 EUR/MWh/day/year 6580 >1.48 >
TWh
internal For volume, EUR/MWh 0.09 0.17 0.11 -35.3
exit point For capacity on demand, 69.52
7. 70.2 -1.
‘ over | EUR/MWh/day/year >7.89 0.28 08
10.4 For consumption capacity, 15.15
4} 12.02 8.59 76.4
k= TWh EUR/MWh/day/year
2 For volume, EUR/MWh 0.09 0.17 0.1 -35.3
=]
= For capacity on demand 84.30
. iemeénai ! 116.66 109.27 -22.85
b (K;I(\e/lrgenal EUR/MWh/day/year
For volume, EUR/MWh 0.09 0.17 0.11 -35.3
o For capacity on demand, 61.87
(SEaI\I;llsl EUR/MWh/day/year 46.70 40.55 52.57
For volume, EUR/MWh 0.09 0.17 0.11 -35.3
F it d d 0.000231
Santakos EEch/if’A{j:/: on demand, 0.00032 | 0.000299 22.74
GMS
For volume, EUR/MWh 0.09 0.17 0.11 -35.39

* Santaka gas metering station (GMS) price in EURr/kWh/h
* The Kotlovka GMS entry point offers (on average) a 74.8% discount on capacity with constraints to gas transport to a
third country.

Source: NERC.

It should be noted that new methodological principles apply for the new regulatory period (2024-
2028):

— Changing the attribution of a specific threshold to the volume component (price for the
transmitted volume) to a non-fixed one, as determined by a reasoned decision of NERC.
The maximum level of the non-fixed volume component (% of the TSO's allowed revenue)
will correspond to the expected level of variable costs associated with the transmission of
gas flows in the relevant year. Given the increase in the price of natural gas in recent years
and the fact that gas technology costs represent the bulk of the variable costs to be
recovered through the volume component, a higher price is foreseen for the volume to be
transmitted in 2024;

— Adding a new entry point — the Lithuanian Domestic Entry Point — is added to the
transmission system, targeting biomethane producers who plan to feed biomethane into
the transmission system. In 2004, the same prices expected to be applied here as in other
entry points;
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— Differentiation of day and intraday multipliers and prices for all entry and exit points,
except for the Lithuanian Domestic Exit Point, the Domestic Exit Point at Achema and the
Sakiai Exit Point; the intraday multiplier is changed from 1.5 to 1.7.

Distribution activities

In 2024, NERC set the revenue caps for AB “Energijos skirstymo operatorius” and AB agrofirm
“Josvainiai” and adjusted the revenue caps for UAB “Gren Lietuva” and UAB “Intergas”. The specific
prices were approved for the total of 4 distribution operators: AB “Energijos skirstymo operatorius”,
UAB “Gren Lietuva”, AB agrofirm “Josvainiai” and UAB “Intergas”.

Table 11. Dynamics of distribution revenue caps in the natural gas sector, EUR thousand, 2020-2024

Eﬁ‘ée””e level, thousand 2020 2021 2022 2023 2024 Change, %
AB “Energijos skirstymo

s 36,965.477 | 39,661.616 44,611.722 73,674.311 64,565 -12.365
operatorius
UAB “Intergas” - 2,589.286 2,779.566 3,120.168 2,822 -9.6
UAB “Gren Lietuva” 132.566 162.827 180.028 156.949 218 +38.83
AB agrofirm “Josvainiai” 54.084 53.349 55.641 46.702 34 -27.66

Source: NERC.

The revenue cap set in 2024 by NERC for natural gas distribution activities of AB “Energijos skirstymo
operatorius” decreases by 12.36%, compared to 2023. The main reason for the change is the decline
in demand for technology costs due to the decreasing price of natural gas product.

In 2024, NERC approved the natural gas distribution prices of AB “Energijos skirstymo operatorius”
for individual groups of consumers, which, depending on the changes in the number of consumers
and the volume distributed within the group, are by -1.17% to -11.25% lower.

Fig. 21: Prices of AB “Energijos skirstymo operatorius” for natural gas distribution services, EUR/MWh without VAT
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Liquefied Natural Gas Terminal (hereinafter — LNGT)

NERC adjusted the revenue cap for LNG regasification activities of AB “Klaipédos Nafta” for 2024 to
EUR 59,198,000, i.e. 30.6% higher than that in 2023 (EUR 45,316,000). For AB “Klaipédos nafta”, the
LNGT operator, the revenue cap on regasification increases as a result of a planned 18% increase in
the cost of environmental pollution taxes and a planned variance of EUR 10,285,000 in other costs
(consultancy, legal services, operating costs and cost variances due to costs determined in 2022 and
actually incurred).

Determination of specific prices for LNG regasification and transhipment services

The LNG regasification price consists of fixed and variable parts: the fixed part is calculated per unit
of consumption capacity of the identified transmission system users (EUR/(MWh/day/year)), and
the variable part is determined per unit of the volume of LNG planned to be regasified (EUR/MWh).

With regard to LNG regasification services, in 2023, NERC approved:
— the variable part of the price paid for the regasification volume of natural gas, effective from
1 January 2024 — EUR 1.41/MWh (excluding VAT);
— the fixed part of the price to be included in the security component of the natural gas
transmission price in 2024 — 0.00 (EUR/(MWh/day/year)).

Also, NERC set the price of the LNG transhipment service for 2024 at EUR 0.72/MWh. Compared to
the LNG transhipment price of EUR 0.62/MWh in 2023, the price increases by 16.13%, or EUR
0.10/MWh.

Taking into account the price differentiation coefficients for the LNG transshipment service, the
transshipment price for the different groups is:
— EUR0.72/MWh for small LNG cargoes up to 15,000 m3 LNG;
—  EUR0.56/MWh for medium LNG cargoes between 15,000 m? and 50,000 m3 LNG inclusive;
— EUR 0.40/MWh for large LNG cargoes that exceed 50,000 m3, but cannot go beyond the
technical capacity of LNGT to handle the cargoes of the respective size.

Additional component in the natural gas transmission price for security of supply

The costs of installation of LNGT, its infrastructure and the interconnector, which cannot be financed
from other sources available to the company implementing the LNGT project, as well as the full fixed
operating costs of LNGT, its infrastructure and the interconnector, which are not included in other
state-regulated prices, as well as the reasonable costs of the necessary volume supply for LNGT are
included in the security component in accordance with the procedure set by NERC. The security
component is calculated as the sum of the fixed part of the LNG regasification price, the reasonable
costs of the necessary volume supply for LNGT and the costs of administering the LNGT funds per
unit of consumption capacity.

On 31 May 2023, taking into account the fact that the costs of the nominated supplier calculated on
the basis of the data for the first quarter of 2023 due to the difference between the price payable
by the nominated supplier for the purchase of the necessary volume and the average import price,
and the cost of the LNG volume consumed at LNGT for the technological needs increased by 17%
compared to the applicable value, NERC recalculated the security component and set it at EUR
152.45/(MWh/day/year) as of 1 July 2023.
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On 21 November 2023, NERC set the security component at EUR 205.93/(MWh/day/year) with
effect from 1 January 2024.

Fig. 22: Natural gas additional component for the security of supply to the natural gas transmission price
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Source: NERC.

Consumer connection fees

In 2023, in order to avoid discrimination against household consumers with closer connection to the
existing natural gas distribution system, the Methodology for Determining Fees and Rates for
Connection to Natural Gas Systems has been amended to include principles for the calculation of
connection fees for consumers, where the pipeline length exceeds 150 m. Since 99% of connected
consumers are within 150 m of the existing natural gas distribution system and their gas
consumption, on average, does not differ from that of the more distant consumers, but the
connection of the more distant consumers requires much greater investment, the amended
methodology provides that, in the case of consumers with a distance exceeding 150 m, the charge
for each metre of pipeline in excess of 150 m will apply to the total value of investment in the

pipeline meter.
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Table 12. Natural gas connection fees in 2024 for household consumers consuming more than 300 m? gas per year
Connection fee . Connection fee for each metre of
. Connection fee for each metre of - . .
independent of the - . . gas pipeline with a geometric
Company . . gas pipeline with a geometric . *
connection distance, length up to 150 metres,* EUR/m length exceeding 150 metres,
EUR gth up ’ EUR/m
AB “Energijos skirstymo
operatorius” 720.66 >8.07 126.82
IAB agrofirm “Josvainiai” 586.99 27.85 116.27
UAB “SG dujos” 463.98 37.42 116.27
UAB “Intergas” 1,077.19 76.31 116.27
UAB “Gren Lithuania” 414.21 26.64 116.27

Source: NERC.

e Article 41(1)(s) and 41(1)(n) of Directive 2009/73/EC
Natural gas storage

Currently, there are no persons in Lithuania operating as natural gas storage operators, neither do
any operators provide linepack services and other ancillary services. System users use the InCiukalnis
Underground Natural Gas Storage Facility located in the Republic of Latvia. The Latvian transmission
system and the storage operator JSC “Conexus Baltic Grid” allocate the capacity of the gas storage
facility in the Republic Latvia in accordance with the submitted applications.

As on 31 December 2023, UAB “Ignitis” had 1.7 TWh of natural gas reserves accumulated in the
Latvian underground gas storage facility.

e Balancing
e Article 41(6)(b) of Directive 2009/73/EC

The balancing regime is carried out in accordance with the provisions of Commission Regulation
(EU) No 312/2014 of 26 March 2014, establishing a Network Code on Gas Balancing of Transmission
Networks. Accordingly, most of the provisions of this Regulation that are not directly applicable are
implemented in accordance with the regulations developed by TSO,° DSO*! and approved by NERC.
These regulations lay down the rules on information exchange, the pricing of the imbalance charge,
the setting of the neutrality charge and other aspects of the balancing regime.*?> NERC monitors the

10 Rules for the Use of the Natural Gas Transmission System of AB ,,Amber Grid“, as approved by NERC Resolution
No O3E-381 of 31 March 2023 (https://www.e-tar.It/portal/It/legalAct/95dda100cf9511ed9978886e85107ab2) Rules
for the Balancing the Natural Gas Transmission System of AB ,,Amber Grid“, coordinated by NERC Resolution No O3E-
1802 of 30 December 2021 (https://www.e-tar.lt/portal/It/legalAct/223312d0695211eca9ac839120d251c4).

11 Rules for the Use to the Natural Gas Distribution System of AB “Energijos skirstymo operatorius”, coordinated
by NERC Resolution No O3E-886 of 30 June 2023 (https://e-
seimas.lrs.lt/portal/legalAct/It/TAD/fdb20c91177911ee872bal1860d1a50407positionInSearchResults=0&searchModel
UUID=7184f102-c9c7-4794-9c26-4ffbf2caa8b9 )

12 Methodology for the Determination of the Revenue and Prices of State-regulated Natural Gas Transmission
Activities, approved by Resolution No O3E-314 of the State Prices and Energy Control Commission of 5 October 2018
(https://www.e-tar.lt/portal/It/legalAct/2fd91460c89811e8bf37fd1541d65f38/asr)



https://www.e-tar.lt/portal/lt/legalAct/223312d0695211eca9ac839120d251c4
https://e-seimas.lrs.lt/portal/legalAct/lt/TAD/fdb20c91177911ee872ba1860d1a5040?positionInSearchResults=0&searchModelUUID=7184f102-c9c7-4794-9c26-4ffbf2caa8b9
https://e-seimas.lrs.lt/portal/legalAct/lt/TAD/fdb20c91177911ee872ba1860d1a5040?positionInSearchResults=0&searchModelUUID=7184f102-c9c7-4794-9c26-4ffbf2caa8b9
https://e-seimas.lrs.lt/portal/legalAct/lt/TAD/fdb20c91177911ee872ba1860d1a5040?positionInSearchResults=0&searchModelUUID=7184f102-c9c7-4794-9c26-4ffbf2caa8b9
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implementation of the Regulation on an ongoing basis. During the reporting year, there were no
amendments to this legislation related to the Code on Balancing of Networks.

e Cross-border issues

e Access to cross-border infrastructure, including allocation and congestion management:
Article 41(6)(c), Article 41(9) and (10) of Directive 2009/73/EC

Capacity allocation and congestion management

Capacity allocation and congestion management are carried out in accordance with the provisions
of Commission Regulation (EU) 2017/459 of 16 March 2017 establishing a network code on capacity
allocation mechanisms in gas transmission systems and repealing Regulation (EU) No 984/2013, and
Commission Decision (EU) 2015/715 of 30 April 2015 amending Annex | to Regulation (EC) No
715/2009 of the European Parliament and of the Council on conditions for access to the natural gas
transmission networks. Accordingly, most of the provisions of these legal acts that are not directly
applicable are implemented in accordance with the regulations developed by TSO,'3 DSO!* and the
LNGT operator®® and approved by NERC. These methodologies describe the characteristics of the
products offered, their ordering and allocation procedures.

NERC has coordinated changes to the following legislation on capacity allocation and congestion
management for 2023:

— AB “Amber Grid” rules for use of the transmission system;

— AB “Klaipédos Nafta” rules for the use of LNGT.

The revised legislation will continue to ensure market-based, non-discriminatory and transparent
conditions and rules for the use of networks.

A mechanism has been introduced in the Rules for the Use of the Transmission System of AB “Amber
Grid”, as provided in Article 14(7)(c) of Council Regulation (EU) 2022/2576 of 19 December 2022
enhancing solidarity through better coordination of gas purchases, setting reliable price benchmarks
and exchanges of gas across borders, i.e. at least offer initially not nominated capacity on a day-
ahead and intraday basis, to be allocated as interruptible capacity. The changes made to the rules
include (1) the possibility to apply the requirements set out in Article 14(7)(c) of Regulation (EU)
2022/2576; and (2) clarification of the process for the allocation of bundled capacities.

The purpose of the amendment to the Rules for Use of LNGT of AB “Klaipédos Nafta” is to ensure
efficient allocation of long-term LNGT capacities. Key amendments to the Rules include the
following:

3 Rules for the Use of the Natural Gas Transmission System of AB ,Amber Grid“, coordinated by NERC Resolution
No O3E-381 of 31 March 2023 "On the coordination of the Rules for the Use of the Natural Gas Transmission System of
AB ,Amber Grid"” (https://www.e-tar.It/portal/It/legalAct/95dda100cf9511ed9978886e85107ab2)

14 Rules for the Use of the Natural Gas Distribution System of AB "Energijos skirstymo operatoraius”, coordinated
by the NERC by Resolution No O3E-886 of 30 June 2023, https://e-
seimas.lIrs.It/portal/legalAct/It/TAD/fdb20c91177911ee872bal1860d1a5040?positionInSearchResults=0&searchModel
UUID=7184f102-c9c7-4794-9c26-4ffbf2caa8b9

15 Rules for the Use of LNGT of AB “Klaipédos Nafta”, coordinated by NERC Resolution No O3E-1077 of 27 July
2023 (https://www.e-tar.lt/portal/It/legalAct/f962cf302c8c11ee9de9e7e0fd363afc)
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Two long-term capacity allocation procedures are announced: (1) 9 TWh LNG regasification
capacity in each LNGT gas year, divided into three capacity batches of 3 TWh each, for the
period 2025-2032 (inclusive); (2) 28 TWh LNG regasification capacity in each LNGT gas year,
divided into seven capacity batches of 4 TWh each, for the period 2033-2044 (inclusive).
The maximum limit of LNG regasification capacity that can be allocated to a single
undertaking is increased (up to 2/3 of the nominal LNGT capacity, i.e. about 22 TWh per
LNGT gas year).

Adjustments have been made to the LNG congestion management process, removing the 5%
tolerance assessment in the event of a consumer-initiated relinquish of committed capacity
and non-delivery of LNG cargo, i.e. the take-or-pay clause applies to the full extent of the
committed capacity.

It is foreseen that not only the nominated supplier, but also other market participants using
LNGT must ensure the technological condition of LNGT when needed.

Regional pricing

In 2020, Finland, Estonia and Latvia adopted a decision on the creation of a FINESTLAT transmission
service price area and Inter-Transmission System Operator Compensation (ITC). Lithuania has not
joined this common price area and is considered as a separate price area. In order to efficiently
develop the regional Baltic-Finnish gas market, NERC sets harmonised prices for transmission
services at entry points. In addition, the Baltic-Finnish natural gas regional creation working group
has been seeking solutions to a 4-country common natural gas market area.

In 2023, no new decisions were taken with regard to the Baltic-Finnish natural gas market
interconnection.

Article 41(11) of Directive 2009/73/EC

Handling complaints and disputes

In 2024, there were no changes from the information provided in the report last year.

Article 41(1)(c) of Directive 2009/73/EC

Cross-border agreements

See “Regional pricing”.

Article 41(1)(g) of Directive 2009/73/EC

Coordination of TSO investment

NERC coordinates investment projects related to the construction of new energy facilities,
rehabilitation, modernisation, reconstruction of existing energy facilities or development of energy
facilities currently operating, etc. The Law on Energy provides for the obligation of NERC to assess
the feasibility of investments. If the investments are not coordinated with NERC, they cannot be
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considered reasonable and are not included in the prices of regulated services. Also, NERC
coordinates and assesses the ten-year development plans prepared by TSOs and DSOs.

In May 2023, NERC coordinated two individual investment projects:

(1) AB “Amber Grid” investment project “Upgrading of the reduction lines of the Marijampolé gas
distribution station (GDS) (replacement of pressure regulators)”, the value of which does not exceed
EUR 0.14 million (excl. VAT). The investment will ensure the reliable operation of the Marijampolé
GDS.

(2) Re-alignment of AB “Amber Grid” investment project “Installation of a pressure-limiting node in
the branch of the main gas pipeline to the Marijampolé gas distribution station”, the value of which
does not exceed EUR 1.14 million (excl. VAT). The project has been submitted to NERC for re-
alignment, as the value of the investment has increased by more than 10% from the original
investment amount coordinated by NERC in 2020. The investment will ensure a secure gas supply
to gas consumers in Marijampolé and Vilkaviskis and will avoid significant costs for future repairs of
the main gas pipeline.

Fig. 23. Investments in natural gas transmission activities in 2019-2023, EUR million
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Source: NERC.

e Implementation of network codes and guidelines

e Network Code on Capacity Allocation Mechanisms
e Network Code on Balancing of Transmission Networks
o Network Code on System Interoperability and Data Exchange

In 2023, there were no significant changes related to the improvements in the implementation of
Commission Regulation (EU) 2015/703 of 30 April 2015 establishing a network code on
interoperability and data exchange rules. As regards other topics, substantive changes are contained
in sections “Access to cross-border infrastructure, including allocation and congestion
management” and “Balancing”.

e Tariff network code
Pursuant to Article 28 of Commission Regulation (EU) 2017/460 of 16 March 2017 establishing a

network code on harmonised transmission tariff structures for gas, NERC published a public
consultation on the multipliers, seasonal factors and discounts to be applied in the pricing structure
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of the services provided by the Lithuanian natural gas transmission system operator AB “Amber
Grid” for the 2025 tariff period. For 2025, no changes are proposed to the pricing aspects of the
current (2024) tariff period.
4.2, Promotion of competition and market functioning
4.2.1. Wholesale market

Wholesale market players and structure

In 2023, 22,728 GWh of natural gas was sold and/or consumed on the wholesale natural gas market,
which is 35.50% less than in 2022, where 35,236 GWh of natural gas was sold and/or consumed.

Table 13. Structure of the wholesale natural gas supply market 2019-2023, GWh
Structure of the wholesale natural gas supply market 2019 2020 2021 2022 2023
Under bilateral contracts in Lithuania 18,831 19,710 19,526 32,227 18,246
On the exchange* 2,711 3,687 4,320 3,009 4,481
Total 21,542 23,397 23,846 35,236 22,728

* Natural gas exchange transactions are assessed if the buyer’s trading platform is in Lithuania.
Source: NERC.

e Monitoring price levels, the level of transparency, the level and effectiveness of market
opening and competition
e Article 41(1)(i) of Directive 2009/73/EC

In accordance with the provisions of the Law on Natural Gas, NERC continuously monitors and
controls the compliance of undertakings operating in the natural gas sector with the conditions and
requirements for transparency, non-discrimination and competition in the natural gas sector,
licensed or permit-regulated activities, and the protection and defence of consumers’ rights and
legitimate interests, including reliability of the information provided to consumers, as laid down in
the Law on Natural Gas and in other legal acts. Undertakings operating on the wholesale natural gas
market shall make the information, provided for in the separate legal acts, publicly available.
Following the approved description of information to be made publicly available, NERC publishes,
on its website, a list of the information to be made publicly available by natural gas undertakings.'®
In accordance with the above-mentioned description, NERC also annually checks the manner in
which the information contained in this list is made publicly available by the undertakings of. If
deficiencies in the publicly published information are detected, NERC prepares recommendations
concerning the compliance with the prices of the services in the energy sector with the
requirements of transparency, non-discrimination and other legal requirements.

In order to carry out market monitoring, NERC collects information from regulated undertakings in
accordance with the Rules on the Provision of Information by Energy, Drinking Water Supply and
Wastewater Management, Surface Water Management Undertakings approved by NERC. In order
to increase the awareness of market participants and to ensure that market participants have

16 https://www.regula.lt/dujos/Puslapiai/gamtiniu-duju-sektoriaus-ukio-subjektu-viesai-skelbiamos-informacijos-
sarasas-.aspx
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reliable information at their disposal, NERC regularly prepares semi-annual natural gas market
monitoring reports and annual development reviews on the basis of the information provided by
the undertakings and publishes them on the NERC website.

NERC continued to carry out tasks related to the joint monitoring of the natural gas and electricity
markets under REMIT. For more information on REMIT monitoring, see the Electricity sector review
in this report.

In order to create preconditions for the development of effective competition in the natural gas
markets and to prevent persons from abusing their significant influence in the natural gas markets,
NERC carries out market research in accordance with the Rules for Market Research. Accordingly,
NERC regularly publishes market research reports on its website and updates said reports, except
for information which is considered confidential, and final decisions on the results of the market
research or parts thereof, excluding confidential information. It is noted that no market research
was carried out in 2023.

e Article 41(1)(j) of Directive 2009/73/EC
Trading on natural gas exchanges

At the end of 2023, there were 118 registered participants on the natural gas market of UAB “GET
Baltic”, of which 70 were active.

Fig. 24: Number of natural gas exchange participants in 2017-2023
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Source: NERC.

On 1 January 2020, the regional gas market UAB “GET Baltic” for the Lithuanian, Latvian and
Estonian markets, successfully launched its operations in Finland, becoming the single regional
trading platform for the Baltic and Finnish gas markets. In 2023, 9,099,862 MWh of natural gas was
traded on the natural gas market UAB “GET Baltic”. Compared to the 2022 period, the volume of
natural gas traded on the natural gas market UAB “GET Baltic” was 31% higher.

In 2023, the average natural gas price on the natural gas market UAB “GET Baltic” was EUR
52.45/MWh, or 55.61% lower than in 2022 (EUR 118.16/MWh). The trading volume on the exchange
amounted to EUR 477.3 million in 2023 and was 41.85% lower than in 2022 (EUR 820.8 million).
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e Article 41(1)(k) and 41(1)(l) of Directive 2009/73/EC

In the area of security of supply of natural gas, NERC monitors the main terms of natural gas supply
contracts regarding ensuring the reliability of the supply of natural gas between natural gas supply
undertakings and consumers. To this end, supply undertakings annually provide information to
NERC on the main terms of the natural gas supply contracts concluded and NERC has the right to
request that natural gas undertakings revise their contracts in order to comply with the
requirements laid down in the Law on Natural Gas and other legislation. If the natural gas
undertaking fails to comply with this request, NERC has the right, in defence of the public interest,
to apply to the court for the modification of the contract. No restrictive contractual practices were
identified in 2023.

Table 14. Natural gas wholesale market indicators in 2017-2023
2017 2018 2019 2020 2021 2022 2023

Natural gas production - - - - - - -

Number of active wholesale market

. 8 11 9 12 14 16 16
participants, pcs.
Share of biogas in the natural gas i i i i i i i
network
Natural gas demand, GWh* 19.232 18.406 21.542 23.397 23.846 35.236 22.728
Gas demand of energy producers NA NA NA NA NA NA NA
Import, GWh 27.374 | 23.639 | 30.002 | 33.538 | 26.312 | 41.006 | 38.175

Transported through transmission

networks to other EU countries, GWh 2.599 2.308 5.990 7.960 1.902 24.814 | 22.365

Main source and share of imports, % LNGT iG:‘I?ne LNGT LNGT LNGT LNGT LNGT
ports, % (54.84) | PP (65.32) | (65.30) | (67.26) | (84.88) | (89.67)
(64.68)
Number of natural gas supply sources 2 2 2 2 2 2 2

Market share of the three largest

wholesalers. % 2214 | 2430 | 24.09 | 3037 | 3229 | 4484 | 75.59
, /0.

Volume of natural gas traded on the

442 1,084 2,438 6,641 7,943 6,780 8,367
spot natural gas market, GWh
Volume of natural gas traded on the
natural gas futures market, GWh i i 420 265 14 167 733
Total volume traded on the natural gas 442 1,084 2858 7206 7957 6,947 9,100

exchange, GWh

Average spot price of natural gas,
EUR/MWh
* Under bilateral contracts and natural gas exchange transactions where the buyer's trading platform is in Lithuania.
Source: NERC.

17.47 22.87 18.42 12.05 40.24 117.38 48.97

e Article 41(1)(u) of Directive 2009/73/EC

In 2023, there were no major changes in relation to the improvement of the harmonisation of data
exchange processes for key market processes at regional level. See in addition the section “Cross-
border issues”.
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4.2.2. Retail market

e Monitoring price levels, the level of transparency, the level and effectiveness of market
opening and competition

Statistics on the retail market of natural gas are provided by assessing natural gas supply
undertakings, market participants (natural or legal persons) that conclude natural gas supply
contracts with final customers.!’

Fig. 25: Market structure by volume of natural gas purchased in 2017-2023, GWh and %.
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Source: NERC.

In 2023, there were 619,800 natural gas consumers in Lithuania, of which 611,700 were household
consumers and 8,100 non-household consumers. In 2022, there were 613,300 household
consumers and 7,900 non-household consumers.

Household consumers, who account for 98.7% of the total retail market by number of consumers,
consumed 56.86% of the natural gas supplied on the retail natural gas supply market. Non-
household consumers purchased 43.14% of the natural gas supplied on the retail natural gas supply
market, although their number, as consumers, was very small compared to the number of
household consumers —only 1.3%.

Household consumer segment

In 2023, 4 companies supplied gas to household consumers in the retail market. In 2023, household
consumers consumed 2,341 GWh of gas (8.27% less than in 2022). Household consumers paid EUR
326.4 million for natural gas (137.47% more than in 2022). The increase in revenues is due to an
increase in the price of natural gas. UAB “Ignitis” remains the main supplier of natural gas to
household consumers, with a market share of 99.84% of total sales to household consumersin 2023.

Tariffs for household consumers

Natural gas tariffs for household consumers are recalculated twice a year. The natural gas tariff for
household consumers consists of a fixed part, paid monthly, regardless of the amount of natural gas

17 With the exception of natural gas supply contracts for final customers with natural gas consumption capacity
exceeding the threshold set out in the second subparagraph of Article 2(1)(5) of REMIT (600 GWh)
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consumed, and a variable part, paid for the volume of natural gas consumed. Only the variable part
of the tariff is recalculated mid-year. The natural gas tariff for household consumers includes:

— the forecast price of natural gas;

— the price of the supply service;

— the price of security of supply;

— transmission price (after assessing the security component);

— distribution price;

— the difference between the forecast and actual natural gas (product) prices for the
previous tariff period, reduced by the amounts for the compensation of the part of the
price of natural gas consumed by household consumers, as referred to in Article 192 of
the Law on Energy, if such amounts are determined.

On 24 May 2022, amendments to the Law on Energy and Law on Natural Gas entered into force,
providing for the inclusion of the compensation amounts for part of the price of natural gas in the
natural gas tariffs for household consumers, thus reducing the impact of the increase in the price of
natural gas imports on household consumers. The compensation amounts for household consumers
of natural gas were approved in relation to the tariffs with effect from 1 July 2022 and the tariffs
with effect from 1 January 2023. On 31 May 2023, the Government of the Republic of Lithuania
adopted a resolution determining for UAB “Ignitis”, as the main supplier of natural gas to household
consumers, the amount of the compensation for the part of the price of natural gas supply,
applicable to household consumers from 1 July 2023 until 31 December 2023.

Table 15. Approved compensation amounts for the additional component to the price of the natural gas distribution
service and compensation amounts for part of the price of natural gas supply related to the cost of purchase of
natural gas

Compensation amount for the additional Compensation amount for part of the price
component to the price of the natural gas of natural gas supply related to the cost of
Company distribution service (EUR/m?), incl. VAT purchase of natural gas (EUR/m?3), incl. VAT
from from from from from from
01/07/2022 01/01/2023 01/07/2023 01/07/2022 01/01/2023 01/07/2023
UAB “Ignitis” 1.90 0.57 0.63 0.54 0.99 0.63
UAB “Intergas” 2.70 1.10 - 0.54 0.99 -
thBuaiirae,,” 1.72 0.65 - 0.54 0.99 ;
Ajijvg;z:';m 2.55 0.52 - 0.54 0.99 -

Source: NERC.

Table 16. Natural gas tariffs for household consumers (EUR incl. VAT/m )}

H2 2023 Q12024 Q2 2024
Company Group|Fixed part of |Variable part|Fixed part of |Variable part|Fixed part of|Variable part
the tariff | of the tariff | the tariff | of the tariff | the tariff | of the tariff
I 0.56 1.36 0.56 1.29 0.56 1.05
UAB “Ignitis” Il 3.99 0.87 3.99 0.83 3.99 0.59
I 3.99 0.83 3.99 0.79 3.99 0.55
UAB “Gren Lithuania” Il 3.94 1.15 3.94 0.99 3.94 0.76
I 0.63 0.82 0.63 0.63 0.63 0.39
AB agrofirm “Josvainiai”
I 3.99 0.72 3.99 0.54 3.99 0.30
I 1.45 0.84 1.45 0.77 1.45 0.53
UAB “Intergas”
I 1.45 0.78 1.45 0.72 1.45 0.48

Source: NERC.



65

The natural gas tariffs for household consumers were recalculated for the Il quarter of 2024
due to a significant change in the forecast price of natural gas futures on the Dutch TTF natural gas
exchange.

Fig. 26: Structure of the variable part of the natural gas tariff for household consumers of UAB “Ignitis” in the Il quarter
of 2024

0,02 0,01
Group Il 0,33 HIEEENN 005 0,55 Eur/m3
0,02 0,01
Group II 0,33 D oo 0,59 Eur/m?
0,01 0,01
Group | 0,34 I oEE 1,05 Eur/m?3
0,00 0,20 0,40 0,60 0,80 1,00 1,20

Price of gas supply
M Additional component
Variable part of the transmission price
M Distribution price
M Difference due to the security component actually applied and set by the NERC
W VAT, 21 %

Source: NERC.

Fig. 27: Structure of the fixed part of the natural gas tariff for household consumers of UAB “Ignitis” in 2024
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Source: NERC.

A fixed monthly fee is paid to maintain the functionality of the gas system and to reserve power
(securing of capacity) in the main gas pipelines, ensuring, at all times, the availability of a quality
service to every consumer. The fixed charge also includes the costs of metering and contracting

(supply price).

Competition and market: retail market

Table 17. Retail market indicators (household consumers)
Retail market indicators (household) 2019 2020 2021 2022 2023
Natural gas consumption, GWh 2,079 2,254 2,843 2,552 2,341
Number of consumers 595,253 | 602,978 | 609,740 | 613,337 | 611,681
Number of registered suppliers 4 4 4 4 4
Number of active suppliers 4 4 4 4 4

Market share of the three largest suppliers by number of
measuring instruments

Number of suppliers with more than 5% market share 1 1 1 1 1
Number of suppliers with more than 5% of the market consumers 1 1 1 1 1
Share of consumers who switched supplier (in terms of volume of

. 0 0 0 0 0
gas distributed), %
Share of consumers who switched supplier (by number of 0 0 0 0 0

measuring instruments), %




66

Statutory time limits for switching of supplier 3 weeks | 3 weeks | 3 weeks | 3 weeks | 3 weeks
Average switching time NA NA NA NA NA
tNal,ruifrr;ber of consumers paying in accordance with the regulated 595,253 | 602,978 | 609,740 | 613,337 | 611,681
HHI by sales 9,978 | 9,968 9,962 9,965 9,967
HHI by number of metering instruments 9,991 9,991 9,988 9,988 9,988
Number of interruptions due to unpaid bills 3 10 12 20 219
Average p.rlce for a consumer with the 9,000 kWh annual 442 789 393 708 1314
consumption, EUR/year
Source: NERC.

Table 18. Retail market indicators (non-household consumers)
Retail market indicators (non-household) 2019 2020 2021 2022 2023
Natural gas consumption, GWh 4,299 4,958 5,989 4,991 | 4,218
Number of consumers 7,732 7,458 8,150 7,819 | 8,082
Number of registered suppliers 23 30 36 51 60
Number of active suppliers 16 20 15 35 37
Market share of the three largest suppliers by number of metering 94.94 93.20 8504 | 8268 | 72423
instruments
Number of suppliers with more than 5% market share 3 2 5 2 4
Number of suppliers with more than 5% of the market consumers 1 1 1 1

Share of consumers who switched supplier (in terms of volume of
allocated gas), %

Share of consumers who switched supplier (by number of metering
instruments), %

Statutory time limits for switching of supplier 3 weeks | 3 weeks | 3 weeks | 3 weeks |3 weeks
Average switching time - - - - -
Number of consumers paying in accordance with the regulated

10.68 16.80 | 24.67 | 28.00 | 20.36

1.96 3.80 7.47 9.69 4.49

tariff 0 0 0 0 0
HHI by sales 5,897 3,704 3,338 | 3,385 | 2,251
HHI by number of metering instruments 9,183 8,150 7,885 7,374 | 7,031

Source: NERC.

Monitoring of the retail market in natural gas, Articles 41(1)(i), (j), (k), (I) and (u) of Directive
2009/73/EC

NERC carries out planned inspections of regulated natural gas undertakings to determine their
compliance with the set cost and price levels. In 2023, NERC did not carry out any planned
inspections of natural gas undertakings for regulated activities.

e Consumer protection and dispute resolution
e Compliance with Annex | (Article 41(1)(o) of Directive 2009/73/EC)

Pursuant to Article 4(3) of the Law on Energy, NERC, in its regulatory, supervisory and control
functions in the field of energy activities, ensures the implementation of the state policy in the field
of consumer rights protection in the energy sector. Consumer protection measures are provided for
in Article 57 of the Law on Natural Gas. There were no changes in 2023.
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e Ensuring access to consumer data (Article 41(1)(q) and Annex I(h) of Directive 2009/73/EC,)

In 2023, the terms and conditions for access to consumer data remained mainly unchanged.
According to the legal regulation, natural gas consumers must be provided with adequate and
sufficient conditions for access to information and data on their actual energy consumption, payments
for the energy supplied to them and/or for the services related to energy supply. Adequate and
sufficient means of access are considered the provision of a bill to the consumer or electronic access
to the consumer’s payment data or other reasonable means. Gas consumers are served via the self-
service website at www.e.ignitis.It/.

e Articles 41(11) and (4)(e) of Directive 2009/73/EC

As in 2022, the same procedure for receiving and handling complaints was in place in 2023 without
any changes. In 2023, NERC received 63applications. The breakdown of the applications received by
type is shown in the figure below.

Fig. 28: Distribution of applications in the gas sector received in 2023 (%) according to the nature of the application

1 Regarding bills and their payment

B Regarding connection to and disconnection
from the gas distribution system

Regarding contractual relations

M Regarding provision of the gas supply service

M Regarding gas prices and tariffs

Regarding metering of gas

Source: NERC.

Table 19. Consumer protection indicators
Consumer indicators 2019 2020 2021 2022 2023
Number of household consumers 595,253 602,978 609,749 613,337 611,681

Number of consumers to whom the guaranteed

15 0 0 0 0
supply is provided

Number of calendar days between the notice of
payment and the disconnection, as established in 15 15 15 15 15
the legal acts

Number of consumers disconnected for non-

. 3 10 12 20 219
payment of bills
Number of consumers in energy poverty N/A N/A N/A N/A N/A
Number of consumers paying according to the social N/A N/A N/A N/A N/A

tariff

Source: NERC.
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4.3. Security of supply
e Article 41(1)(t)

NERC is not responsible for establishing or implementing the necessary temporary protective
measures required in the event of a sudden energy market crisis or a threat to the physical safety
or security of persons, or to the security of installations or equipment or the integrity of the system.

e Article 41(1)(h)
Quality of service

The Law on Natural Gas provides for the obligation for NERC to establish indicators for the quality
of services of natural gas undertakings, including reliability, and the procedure for their assessment.

In accordance with the Description of the Indicators of Reliability and Quality of Services Provided
by Natural Gas Undertakings, the Procedure for Their Assessment approved by NERC, the minimum
quality levels for each gas undertaking are set individually for a specific price regulation period.

In the reference period, the main indicators of the quality of uninterrupted natural gas supply are
SAIDI and SAIFI. The SAIDI and SAIFI indicators are differentiated according to the reasons for the
interruption.

In July 2023, NERC stated that the actual performance indicators of AB “Amber Grid”, AB “Energijos
skirstymo operatorius”, UAB “Intergas”, UAB “Gren Lietuva”, AB agrofirm “Josvainiai” and UAB “SG
dujos” meet the minimum quality levels set for the specific gas undertaking.

e Monitoring the balance between supply and demand

The TSO, in consultation with relevant stakeholders and taking into account existing and forecasted
supply and demand, shall prepare and submit, every two years, a 10-year network development
plan to NERC in accordance with the procedure established by NERC. The network development
plan shall include efficient measures to ensure the adequacy of system capacity and security of

supply.

In May to June 2022, the Lithuanian TSO prepared and publicly consulted on a Network
Development Plan 2022-2031, which was made publicly available on the TSO’s website.'® The
Network Development Plan 2022-2031 foresees the implementation of the following infrastructure
projects:

— Together with the Latvian gas transmission system operator, increase the capacity of the gas
pipeline link between Lithuania and Latvia. The aim of the project is to ensure security and
reliability of natural gas supply, more efficient use of infrastructure and better integration
and functioning of the Baltic gas markets.

18 https://www.ambergrid.lt/data/public/uploads/2023/02/desimties-metu-tinklo-pletros-planas-2022-
2031.pdf
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— In 2023-2025, implement a pilot project to determine how to adapt the existing gas system
to transport green hydrogen. From 2026 onwards, gradually adapt the gas transmission
system infrastructure to transport the mixture of hydrogen and methane. Successful
implementation of these projects will enable up to 10% of the natural gas system to be
replaced by green hydrogen gas by 2030.

The plan also includes investments to develop, restore and modernise the transmission system.
Some of these are financed by the EU Structural Funds.

In addition, every year the TSO and the DSO submit to NERC reports on undertaking’s annual
activities and ensuring security, specifying the volumes of gas planned to be transmitted to the
system users, distributed and transported in transit through the territory of the Republic of
Lithuania during the current and the following two years. The TSO provides aggregated information
on the utilisation of the relevant points of the transmission system, i.e. the percentage of the
maximum capacity utilisation for each month of the reporting period, compared to the technical
capacity of the relevant points.

e Measures to cover peak demand or shortage of suppliers

Under normal conditions of operation of the transmission system and supply to Lithuania, the peak
gas consumption is fully met. In the event of disruptions in gas transport, the following measures
would be used:

— For system users who have signed uninterrupted supply contracts with the supply
company, gas is supplied from the In¢iukalnis Underground Storage Facility;

— The priorities for the supply and transport of natural gas and the sequence of curtailment
and phase-out of natural gas supply, are applied as laid down in the natural gas
transmission contracts with system users directly connected to the transmission system;

—  Supply undertakings would be obliged to comply with the instructions of the TSO and the
DSO, as stipulated in the National Natural Gas Emergency Management Plan.




