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Introduction

The reorganisation prospectus of the Joint Stoak@my “Latvijas Gze” (hereafter,
the Prospectus) is prepared in accordance withréljgirements of Article 339(1) of the
Commercial Law to provide information on the pladnmeorganisation of the Joint Stock
Company “Latvijas Gze” (hereafter, Latvijas &ze), describe and explain the provisions of
the spin-off decision of Latvijas @e (hereafter, the Spin-off Decision) prepared in
accordance with Article 338 and Article 355(3) b& tCommercial Law, legal and economic
aspects of the reorganisation, and provide exptaman the rights of shareholders of Latvijas
Gaze in connection with the planned reorganisation.

Reorganisation of Latvijasa2e is performed in order to comply with the requiemts
set out in the amendments dated 11 February 20fl&t&nergy Law (hereafter, the Energy
Law Amendments) in respect to separation of thet joatural gas transmission and storage
system operator from Latvijasa@e.

The Prospectus is prepared and adopted by the Mamad Board of Latvijas &2e on
24 May 2016, and the chairman of the ManagementdBaayars Kalhitis and members of
the Management Board Zane K¢ and Gints Freibergs have been authorized tothign
Prospectus after Prospectus™ approval by the SispeysBoard on 1 July 2016.

Pursuant to the provisions of Article 348f the Commercial Law, Latvijasaze will
procure that all documents required under Artick3(3) of the Commercial Law are
electronically available by publishing them on w®bsite: www.Ig.lv, where it will be
possible to download these documents free of chaegeijas Gize will also ensure provision
of information regarding reorganisation requireddemthe Law on Financial Instruments
Market.

Liaison person for additional information and giest regarding the reorganisation of
Latvijas Gize is the person responsible for investor relatiah$atvijas Gze - Vinsents
Makaris, Vagonu iela 20, Riga, LV-1009, tel.: +3&71.369 144, e-mail: IR@Ig.Iv.
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Definitions used in the Prospectus

List of shareholders of the Acquiring Company whittall be prepared after
adoption of the Reorganisation Decision and whiddlspecify those
shareholders of Latvijasde who have voted for the Reorganisation Decison a
well as those who before the adoption of the Retsgdion Decision have
expressed in writing their intention to become shatders of the Acquiring
Company in accordance with the Regulation on Apypily for Shares.

The sole licensed organiser of the regulated manfkigancial instruments in
Latvia — Joint Stock Company “Nasdaq Riga”, regetewith the Commercial
Register under No. Nr. 40003167049.

“Amendments to the Energy Law” adopted by the Barént Gaeima) of the
Republic of Latvia and published in the officialghigsher “Latvijas \&stnesis”
No.37 (5609) 23.02.2016., official publication nuenb2016/37.1.

Newly incorporated joint stock company “ConexustBabrid” established in
the process of reorganisation of Latvijaaz6é.

Aggregation of information and documents comprigkentries and files of the
Commercial Register. The Commercial Register isa@ied by the Republic of
Latvia Register of Enterprises in accordance with@ommercial Law and Law
on the Republic of Latvia Register of Enterprises.

Assets owned by Latvijasae which are comprised of tangible assets (for
instance, equipment, real estate, office furnittuads etc.) and intangible assets
or rights (for instance, claims against debtoghts in rem), as well as other
economic benefits (valuables) which are used byijast Gaze as a business
entity for storage and transmission of natural gas, liabilities of Latvijas @ze
(for instance, commitments of Latvijasife as a business entity) incurred by
Latvijas Gaze in relation to storage and transmission of radiyas.

Asset Distribution Deed No. ____ dated 2 Septembé&62f Latvijas Gze
describing the Assets of Latvijasif® to be separated and transferred to the
Acquiring Company, which are necessary for ensubingjiness operations
related to storage and transmission of natural gas.

Regulation published on the website of Latvijaz&(section “Company
reorganisation” at www.lg.lv) regarding the proceslunder which the
shareholders of Latvijas@e may apply for shares of the Acquiring Company,
approved by the Management Board of Latvijaz&son 8 June 2016.

Notice of Latvijas Gze to the creditors regarding adoption of the Rawigation
Decision which shall be published in the officiabtisher “Latvijas \&stnesis”
as provided for in Article 345(2) of the Commerdialw.



Reorganisation
Decision

Effective Date
of
Reorganisation

Spin-off
Decision

Decision of the meeting of shareholders of Latvifage regarding
reorganisation of Latvijas e and approval of the Spin-off Decision.

Reorganisation of Latvijasa2e resulting in spinoff of the Acquiring
Company pursuant to the provisions of Article 353@(flthe Commercial
Law shall take effect as of the moment the enteégarding Latvijas @ze
and Acquiring Company are made in the Commercigister.

Draft spin-off decision prepared by the Manageniodrd of Latvijas
Gaze to replace the reorganisation agreement pursoi@uticle 338 and
Article 355(3) of the Commercial Law, approved hg Supervisory
Board of Latvijas Gze at the meeting held on 1 July 2016.



SECTION A. TERMS AND CONDITIONS OF THE SPIN-OFF DEC ISION AND
EXPLANATION THEREOF

1. Type of Reorganisation

1.1. Type of Reorganisation: Spin-off

Pursuant to Article 355(3) of the Commercial Lavhenre as a result of division of a
company, a new acquiring company is establishechanother existing company is involved
in the reorganisation, the divided company adopesSpin-off Decision which replaces the
reorganisation agreement referred to in Article 88he Commercial Law.

The Spin-off Decision provides that LatvijagZeé shall be reorganised by way of spin-
off, where Latvijas @ze is the divided company.

Reorganisation of Latvijas @e shall be performed pursuant to Article 336(4}haf
Commercial Law by separating part of the assetsabfijas Gize required for the storage and
transmission of natural gas. In the process ofgastisation, the assets shall be transferred to
the Acquiring Company.

After reorganisation Latvijas &e shall continue to exist and operate, while natgi
at its disposal part of the assets required fosthmply and distribution of natural gas.

1.2. Decision of Shareholders on Commencement ofiBff Process

Pursuant to the requirements of the Energy Law Alnmemnts, at the extraordinary
meeting of shareholders held on 22 March 2016 hheetolders of Latvijas &2e decided to
start preparations for reorganisation of Latvijagz& establishing the following key
principles of reorganisation:

1) to approve the “sister company” model as the rausgéion model of Latvijas
Gaze;

2) to approve commencement of the spin-off processatfijas Gize as provided for
by the Energy Law, by separating from the Compéaeylines of business operations referred
to in Article 111(1) of the Energy Law as a reaflireorganisation under the procedure set
out in the Commercial Law and establishing that:

a) the Acquiring Company shall be a joint stock compan

b) all existing shareholders of Latvijasaz® may become shareholders of the
Acquiring Company under the procedure providedfothe Commercial Law.

The aforementioned decision of the meeting of dtaders of Latvijas @ze means
that Latvijas Gze will transfer the Assets to the newly incorpedatompany by way of spin-
off, establishing an independent legal entity (itlee Acquiring Company) and procuring that
all shareholders of Latvijas @e have the right to become shareholders of theuifing
Company pursuant to the provisions of Article 39564 the Commercial Law, while
retaining their shareholding in Latvijasizz.

2. Share Capital of Latvijas Gaze

2.1. The Existing Share Capital

The share capital of Latvijasa@ is EUR 55,860,000 (fifty-five million eight hurel
sixty thousandeuros), divided into 39,900,000 (thirty-nine million r@nhundred thousand)
shares with a par value of each share EUR 1.40dmoeand forty cents).



2.2. Shares

All shares of Latvijas @e are the shares of the same class granting egirad) rights
at the meetings of shareholders of Latvija&and equal rights to receipt of dividends and

liquidation quota.

25,328,520 (twenty-five million three hundred tweright thousand five hundred
twenty) shares of Latvijas@2e are bearer shares which are listed on the &xckange

By the date of preparation of the Prospectus, |sgvisze has issued the following

shares:

Class of Shares

% of the Share Capital

Number of Shares

Registered (private placement) shareg 36.52 14801
Bearer (public offering) shares 63.48 25.328.520
Total: 100.00 39.900.000

2.3. Shareholders

Shareholders of Latvijasa2e:

Shareholders % of the Share Capital Number of
Shares

Uniper Ruhrgas International GmbH 18.26 7,285,740
Marguerite Gas | S.ar.l. 28.97 11,560,845
LImI'F.e(EI, Liability Company “ITERA 16.00 6.384.001
Latvija
PAS “Gazprom” 34.00 13,566,701
Republic of Latvia (held by the Ministry less than 0,01 1107
of Economics)
Bearer shares of unidentified 277 1,102,796
shareholders
Total: 100.00 39,900,000

2.4. Stock Exchange

As of 15 February 1999 the shares of Latvijazdsare listed on the Stock Exchange
and as of 1 August 2004 the supply code (tickethefshares is GZE1R. The total number of
securities has not changed since 1999:

ISIN LV0000100899
Stock Exchange Ticker GZE1R

List Secondary list
Par value 1.40 EUR
Total number of securities 39,900,000
Number of publicly traded securities 25,328,520
Liquidity providers None




2.5. Amount of the Share Capital after Reorganisatin

The assets remaining after reorganisation of Ladvaize and the expected cash flow
will be sufficient to avoid reduction of the sharapital of Latvijas Gze and, therefore, the
Spin-off Decision does not provide for and in nelatto the reorganisation it is not proposed
to the shareholders of LatvijasiZe to decide on reduction of the share capital.

Furthermore, the reorganisation shall not be deetodzk an event referred to in the
second sentence of Article 271 or Article 331(2)ref Commercial Law where an obligation
to reduce the share capital of a company is indurre

3. Acquiring Company and Its Share Capital

3.1. Company Name, Registered Address and Share Gtgb

Following the spin-off of Latvijas &ze, a new legal entity — Acquiring Company — will
be registered with the Commercial Register. Thepaomg name of the Acquiring Company
(name used in business operations) will be thet Biimck Company “Conexus Baltic Grid”
and its shall have its registered address at Gidai®riana street, Riga, LV-1001.

The Spin-off Decision provides that the share edt the Acquiring Company shall
not exceed EUR 39,900,000 (thirty-nine million nmendred thousangliros).

The par value of one share of the Acquiring Compsimil be EUR 1 (oneuro). All
shares of the Acquiring Company shall be dematsedl registered shares bearing equal
rights to receive dividends and liquidation quatd & vote at the meeting of shareholders.

Each shareholder of Latvijasa@e that will be included in the List of Sharehokdwiill
receive the same number of the shares in the Angu@ompany as are held by him or her in
Latvijas Gize.

The precise amount of the share capital of the AtguCompany and the number of
shares will be determined by the Management Bohtdvijas Gize after preparation of the
List of Shareholders.

3.2. Asset Valuation

Pursuant to the provisions of Article 377(1) of iemmercial Law, valuation of the
Assets of Latvijas &e to be transferred to the Acquiring Company shalperformed, in
order to determine their sufficiency for incorpdmatof the Acquiring Company.

Valuation of the Assets shall be performed anditemropinion shall be rendered by a
person who examined the Spin-off Decision. The sleni dated 22 March 2016 of the
extraordinary meeting of shareholders of Latvijadzésstates that SIA “Grant Thornton
Baltic” (Sworn Auditor Company Licence No0.155) Haeen elected as the sworn auditor for
examination of the Spin-off Decision (and performg@nof relating activities under the
procedure stipulated by the Commercial Law). Coueatly, this sworn auditor company
will also perform valuation of the Assets to deterentheir sufficiency for incorporation of
the Acquiring Company.

All shareholders of Latvijas &2e have the right to get acquainted with the opiroo
valuation of the Assets on Latvijasate website (section “Company reorganisation” at
www.lg.lv) at least one month prior to the planrdate of the meeting of shareholders of
Latvijas Gaze regarding approval of the Spin-off Decision. HEmareholders also have the
right to download the auditor’s opinion free of i@

The auditor’'s opinion will be attached to the apglion to the Register of Enterprises
regarding reorganisation of LatvijasiZe.



4. Transfer of Assets

4.1. Composition of Assets

In the process of reorganisation of Latvijagz& the Assets required for business
operations relating to storage and transmissiaratiral gas will be separated and transferred
to the Acquiring Company. In order to cover the ridation capital of the Acquiring
Company and to meet the requirements of the EnesgyAmendments, the following assets
of Latvijas Gize will be separated on the basis of the AssetiDigion Deed:

1) fixed assets ensuring technological processesakéiins underground gas storage
(technological equipment, well, buildings and stuwes, piping, etc.);

2) buffer gas required for operation ofirkalns underground gas storage;

3) fixed assets required for natural gas transmissiperations (technological
equipment, well, buildings and structures, piping);

4) intangible investments (IT software) required fatural gas transmission and
storage operations;

5) natural gas in pipelines — required for transmisgiperations;

6) fixed assets required for management operationshef Acquiring Company
(including the building at 6 Aristida Bima street, Riga);

7) accounts receivable and other short-term assestlgirattributable to natural gas
transmission and storage operations;

8) liabilities — revaluation reserve for the fixed etssto be transferred to the
Acquiring Company;

9) liabilities — deferred expenses relating to the fidjects within the scope of
which the natural gas transmission or storage sigsaie built;

10) liabilities — deferred corporate income tax lidliliarising from the transferred
fixed assets;

11) liabilities — commitments in respect to paymentsiamthe collective agreement
with the transferred employees;

12) liabilities — other short-term commitments directijtributable to natural gas
transmission and storage operations;

13) liabilities — other equity reserves attributable riatural gas transmission and
storage operations.

The Spin-off Decision stipulates that the Acquirl@gmpany shall take over all rights
and obligations of Latvijas &2e attributable to the Assets and segregated typbssiness
operations, including the rights and obligationsuiéng from the agreements concluded
between Latvijas &e and third parties in respect to the Assets. &lhgseements are listed
in the electronic register created by Latvijadz& “List of Agreements to be Transferred to
TSO".

The Asset Distribution Deed lists the real estaid those movables of Latvijas Gaze to
be transferred to the Acquiring Company, whichragestered in the public registers.

The amount of funds (cash) to be transferred to Ahquiring Company shall be
determined according to the spin-off balance sbééfatvijas Gize (hereafter, the Spin-off
Balance Sheet) approved by the Management Bodrdtoifjas Gize.



Other Assets of Latvijas @2e to be transferred to the Acquiring Company shall
identified pursuant to the description of the tfarmble Assets provided in the Asset
Distribution Deed, the Spin-off Balance Sheet atw tianscript. Latvijas &e and the
Acquiring Company will provide full composition (@gled list) of the Assets in the delivery
and acceptance certificate (see Sub-section 4led®Prospectus).

4.2. Segregation of the Assets in the accountingoards of Latvijas Gaze

Although Latvijas Gze is currently operating as a joint natural gadeutaking, all
transactions are reflected in its accounting rexasl per the lines of business operations.
Each of them has a separate balance sheet.

The balance sheet of the transmission and stonagjadss of Latvijas &e shall serve
as the basis for identification and valuation of #issets to be transferred to the Acquiring
Company as a result of reorganisation.

As a result of reorganisation, the Acquiring Compavill take over the natural gas
transmission and storage business — an indepepdemf the undertaking as an aggregation
or property for the purposes of Article 18 of then@nercial Law. The independent part of
the undertaking is transferred in its respectivedaonomic composition comprised of assets
and liabilities.

Requirements of Article 12(2) of the Energy Law amting segregation of internal
accounting for each type of natural gas business pfovide for accounting of liabilities
(including commitments towards clients and contrex)t Accounting records regarding
business transactions of Latvijasiz8 will be used for identification and valuation tbie
assets and liabilities to be transferred to theulftigg Company as a result of reorganisation.

4.3. Recognition of the Assets and Transactions the accounting records of the
Acquiring Company

In accordance with the Spin-off Decision, trangadientered into by Latvijasa@ in
relation to the Assets shall be deemed the traiosacbf the Acquiring Company in the
accounting records of the Acquiring Company ashaf hext business day following the
Effective Date of Reorganisation.

4.4. Procedure for Transfer of Property Recorded inthe Public Registers and
Other Parts of the Assets

Latvijas Gaize will transfer the Assets to the Acquiring Compam the basis of a
delivery and acceptance deed within one month #3086 of Reorganisation.

After the Effective Date of Reorganisation, Latsij@aze and the Acquiring Company
will perform the activities provided for by the laiw order to re-register the title to the
following items specified in the Asset Distributiddeed in the name of the Acquiring
Company:

1) real estate — in the Land Register,

2) machinery — in the Register of Machinery,

3) other vehicles subject to registration — in thet&StRegister of Vehicles and
Operators.

4.5. Novation of the Agreements

In the process of reorganisation Latvijadz& has assessed all concluded agreements.
Jointly with the Acquiring Company it will novatbdse agreements with third parties that
shall be fully or partially transferred to the Adgug Company and the necessity for novation
arises from the provisions of the agreement itsethe applicable laws and regulations. The
agreements subject to novation are listed in tketenic register created by Latvijag2@
“List of Agreements to be Transferred to TSO".



4.6. Potential or Anticipated Changes in the Compdtion of Assets Until the
Transfer Thereof to the Acquiring Company

Composition of the Assets for the purpose of prajpan of the Spin-off Decision was
determined on 31 March 2016. During the periodrogétfrom determination of composition
of the Assets until transfer of the Assets to theguiring Company the operations will
continue in respect to both the natural gas stoeagknatural gas transmission businesses,
which will affect the composition and value of thesets to be transferred.

Within the scope of business operations of Latvifgge, the reconstruction and
modernisation of the existing assets is being pewd thereby creating new assets and
increasing value of the existing assets. Theresaveral ongoing capital investment projects
in 2016 at Idukalns, the most significant of which are recordtan of gas collection point
No. 2 and capital repairs of the wells.

In respect to gas transmission, the most significarojects are pipeline and
technological equipment reconstruction projectd #ra implemented throughout the year.
Depreciation and amortisation estimates are alsagbealculated and included in the
expenses on a continuous basis in respect ofxelll fassets and intangible assets of Latvijas
Gaze to be transferred, which reduces the valueasdlassets.

In accordance with the accounting policy of Latvif@ze, buildings, structures and
technological equipment are also reflected at tlaetual value, net of depreciation and
impairment. The policy also states that revalumtbassets shall be performed on a regular
basis to ensure that their book value does noifgigntly differ from their actual value. In
the beginning of 2016, Latvijasa@ commenced revaluation of the transmission aoragpt
assets and it is expected that the revaluationbgiltompleted in the"2quarter of 2016. The
revaluation results will affect the value of theets to be transferred.

Short-term assets and liabilities of Latvijagz& are comprised of short-term claims
and commitments that change on a regular basis whgments are made and received for
the goods and services. Specific short-term clantscommitments to be segregated will be
determined at the moment of transfer of the Agsetise Acquiring Company.

The transferred Assets also include provisions deferred tax and commitments
towards employees that shall be recalculated a¢nideof each period and will change by the
date of transfer of the Assets.

Due to changes in the concrete assets and liabilgubject to transfer, as well as
depending on the exact share capital of the AamgiG@ompany, change will also occur in
respect of other positions of the own capital tdrbasferred.

5. Effects of Reorganisation on the Employees of Latjgs Gaze

5.1. Transfer of Employment Relationships

Considering that as a result of reorganisationndueiral gas transmission and storage
business of Latvijas #&ze will be transferred to the Acquiring Company, ptmgment
relations with those employees of Latvijagz& who ensure uninterrupted and safe operation
of this business shall also be transferred to tbguiking Company.

Section 28 “Transfer of Undertaking to Another Betsof the Labour Law governs
also events of reorganisation by way of spin-ofitidde 117(1) of the Labour Law).

Employees of Latvijas &e included in the list “Employees to be transférte the
Joint Stock Company “Conexus Baltic Grid™ approveg the Management Board of
Latvijas Gize will become the employees of the Acquiring Conypaursuant to Article
118(1) of the Labour Law, i.e., the respective empient contracts and legal relationships
relating thereto will be transferred to the AcquiriCompany.

10



Employment relations shall be transfered to theuling Company as of the Effective
Date of Reorganisation. In accordance with Artitl8(3) of the Labour Law, Latvijasa@e
shall inform the Acquiring Company of all the righand obligations arising from the
employment relations to be transferred to the Awagi Company, to the extent known to
Latvijas Gize.

For the purposes of employee interest protectiaticla 118(3) of the Labour Law
states that the rights and claims of an employe# sbt be affected even in the event of the
Acquiring Company is not duly informed about thghts and obligations arising from
employment relationships transferred to the AcqgilCompany.

Reorganisation in itself does not constitute greufa termination of employment
contracts. Latvijas &xe does not intend to dismiss any employees as salt ref
reorganisation.

5.2. Information and Consultation

In case of transfer of an undertaking, the Laboaw Lprovides for employee
information and consultation measures, the impldéatem whereof shall be procured by the
Management Board of Latvijas a@. The Management Board of Latvijasaz€ has
commenced provision of information to employeesarding the reorganisation already
before approval of the Prospectus. Therefore, tomance with the provisions of Article 120
of the Labour Law, no later than within one month @&f the date of adoption of the
Reorganisation Decision all employees of Latvijas&zéswill be duly informed about the
reorganisation, the reasons thereof, legal, ecanoamd social consequences of the
reorganisation as well as measures which will Besrtain respect of the employees as
provided for in the Spin-off Decision.

5.3. Collective Employment Agreement

In accordance with the provisions of Article 118@F) the Labour Law, after the
Effective Date of Reorganisation the Acquiring C@myp shall continue to comply with the
provisions of the collective employment agreemeamivipusly concluded by Latvijas ae
and remaining in effect on the Effective Date obRnisation until the expiration of the said
collective employment agreement or entering intcdoof a new collective employment
agreement, or the moment when the provisions oérotiollective employment agreement
would become applicable. Latvijasat® has concluded the Collective Employment
Agreement for the years 2014, 2015 and 2016, wiviah approved at the conference of the
employee representatives of Latvijagz& on 16 December 2013.

Within a year after the transfer of employees, ¢hllective employment agreement
may be amended exclusively for the benefit of elygds (Article 118(4) of the Labour Law).

6. Terms of Share Transfer

6.1. Rights to the Shares of the Acquiring Company

The rights of shareholders of Latvijasizé to acquire shareholding in the Acquiring
Company are provided for in Article 355(4) of ther@mercial Law which states thatn“
case of spin-off, only those shareholders of the divided company who have voted for the
reorganisation decision or who have expressed in writing their intention to become
shareholders of the newly established company before the date of adoption of this decision
may become the shareholders of the newly established company.”
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Subject to these requirements of the Commercial, Lallvshares in the Acquiring
Company will be acquired by those shareholdersatfilas Gize, who will vote in favor of
the Reorganisation Decision as well as those sblfets of Latvijas @ze who, by the date
of adoption of the Reorganisation Decision, wilpgess in writing their intention to become
shareholders of the Acquiring Company. Consequeedygh shareholder of Latvijagite has
a right to become a shareholder of the Acquiringh@any concurrently retaining his or here
existing shareholding in Latvijasa@e.

Procedure for application for the shares of theulirgg Company is established by the
Regulation on Application for Shares, available latvijas Gize website (under section
“Company reorganisation” at www.lg.lv). The Regidaton Application for Shares provides
for the written form and contains an applicationrido be filled out by the shareholders and
submitted to Latvijas &e. Decisions of the meeting of shareholders ofijest Gaze may
neither amend nor cancel, or in any other manniectathe notification of a shareholder
regarding application for the shares of the AcaqgirCompany.

Shareholders of the Acquiring Company shall acathieesame number of shares of the
Acquiring Company as are held by them in Latvijagzé&s Shareholders of the Acquiring
Company and the number of shares of the Acquirimgn@any held by them shall be
specified in the List of Shareholders which will peepared by the Management Board of
Latvijas Gize after adoption of the Reorganisation Decisidre Total number of shares held
by the shareholders of Latvijasig® indicated in the List of Shareholders will fotine share
capital of the Acquiring Company.

Pursuant to the Spin-off Decision, persons incluttethe List of Shareholders shall
become the shareholders of the Acquiring Compang ézquire all rights and obligations of
the shareholder provided for by the Commercial Lawd Articles of Association of the
Acquiring Company) as of the Effective Date of Rggorisation.

Shares of the Acquiring Company shall grant thétsgo the shareholders of the
Acquiring Company to receive dividends after appfoef the annual report or business
activity report of the Acquiring Company as provddér by the Commercial Law and
adoption of the relevant decision of shareholdéthe Acquiring Company on distribution of
profits and allocation of dividends.

6.2. Share Exchange Ratio

Considering that Latvijas @2e is reorganised by way of spinoff, as a resuknetf a
new company is established (i.e., Acquiring Compamgd the shareholders of Latvijagz8
will become the shareholders of the Acquiring Conyppursuant to Clauses 6.1 — 6.3 of the
Spin-off Decision, there will be no exchange ofrelsebetween Latvijas @e and Acquiring
Company, and the Spin-off Decision does not profadeshare exchange ratio and premiums.
This procedure complies with the explanation onchet338(2)(2) and Article 355(3) of the
Commercial Law provided in the Explanatory Notice. 2-5-27332/2 issued by the Republic
of Latvia Register of Enterprises on 16 March 204/ich is available to the shareholders
from Latvijas Gize website (under section “Company reorganisatmiww.lg.Iv).

7. Rights granted by the Acquiring Company

The Spin-off Decision does not provide that the Widgg Company grants to the
shareholders of Latvijas@e any special rights in relation to reorganisatibhatvijas Gize.
This is due to the fact that all shares of Latvigage are shares of the same class.

Considering that Latvijas @e has not issued convertible bonds, there are no
bondholders to whom the Acquiring Company couldngrny special rights in relation to
reorganisation of Latvijasaze.

In the process of reorganisation or thereafter,Abguiring Company will not grant
any special rights to the members of the Superyi®oard and Management Board of
Latvijas Gaze in relation to this reorganisation.
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8. Activities to be Performed in the Reorganisation Pocess and the Terms Thereof

The Spin-off Decision sets out the activities to performed in the process of
reorganisation of Latvijas&ze as provided for by the Commercial Law.

8.1. Information of Creditors

Pursuant to Article 345(1) of the Commercial Lavithim 15 days as of the adoption of
the Reorganisation Decision the Management Boatdfijas Gize shall give written notice
to that effect to all known creditors of LatvijagiZe who until the date of adoption of the
Reorganisation Decision will have claims againstlthtvijas Gze.

The Management Board shall procure that the offigiblisher ,Latvijas \éstnesis”
publishes the relevant Announcement to the Credlitoegarding adoption of the
Reorganisation Decision pursuant to the provisminArticle 335(2) of the Commercial Law.
The Announcement to the Creditors shall specify:

1) firm name, registration number and registered axtdoé Latvijas Gze;

2) firm name and registered address of the Acquiriogp@any;

3) type of reorganisation, i.e., division by way oirspff;

4) date of adoption of the Reorganisation Decision;

5) venue for application of creditors’ claims — regrsd address of LatvijasaZe;

6) term for application of creditors’ claims — one rttoras of publication of the
announcement.

Latvijas Gaize will secure the creditor's claim if the creditaill so request and
provided the claim is applied within one month dstlee date of publication of the
Announcement to the Creditors. The secured credity request security only to the extent
of the unsecured portion of the debt.

8.2. Convening the Meeting of Shareholders of theouiring Company

The Management Board of Latvijagize shall convene the meeting of shareholders of
the Acquiring Company not later than within four mttus after publication of the
Announcement to the Creditors in the official psbér ,Latvijas \éstnesis”. This meeting
shall decide on approval of the Articles of Asstoraof the Acquiring Company, elect the
Supervisory Board of the Acquiring Company and tabier steps required upon
establishment of a joint stock company.

Promptly after the meeting of shareholders of tliguring Company, the meeting of
the Supervisory Board of the Acquiring Company kbal convened, which shall elect the
members of the Management Board of the Acquiringn@any.

8.3. Notification Regarding Changes in the FinanclaPosition

Pursuant to Article 344 of the Commercial Law, Management Board of Latvijas
Gaze shall inform the meeting of shareholders of ljatvGaze and Management Board of the
Acquiring Company regarding all material changethim financial position of Latvijas &2e
which have occurred until the Effective Date of Rmisation.

In accordance with the Spin-off Decision, chandedl $e deemed material if the value
of a single transaction or event exceeds EUR 100000(ten millioneuros).

8.4. Submission of the Application to the Registesf Enterprises

Pursuant to the provisions of Article 347(1) of themmercial Law, the Management
Board of Latvijas Gze shall file an application with the Register oft&prises to procure
than an entry is made in the Commercial Registgarding reorganisation, attaching to the
application the following documents:

1) Spin-off Decision;

2) Excerpt from the minutes of the meeting of sharddid of Latvijas Gze and

Reorganisation Decision;
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3) List of shareholders of Latvijasa@e who voted against the reorganisation;

4) Prospectus;

5) Auditor’s Opinion on the Spin-off Decision;

6) Auditor's Opinion on sufficiency of assets for imporation of the Acquiring
Company;

7) Articles of Association of the Acquiring Company;

8) Consent of the members of the Management BoarteofAtquiring Company to
hold the office;

9) Consent of the members of the Supervisory BoarthefAcquiring Company to
hold the office;

10) Notice of the Management Board of the Acquiringmpany regarding the
registered address;

11) List of the members of the Management Board oftbguiring Company;

12) List of the members of the Supervisory Board ef Atquiring Company.

8.5. Licences and Permits of the Acquiring Company

Latvijas Gize and Acquiring Company shall, in the manner gledifor by the laws
and regulations, take all steps to procure thatdtwuiring Company obtains all permits and
licenses required for performance of business tipesarelated to storage and transmission
of natural gas.

9. Liability for Commitments of Latvijas G aze

Article 351(2) of the Commercial Law states thattvijas Gaze and Acquiring
Company shall be jointly and severally liable foe tommitments of Latvijasd2e towards
third parties incurred before the Effective Datdrebrganisation.

Pursuant to Articles 1677 — 1690 of the Civil Lg@imt and several liability means that
the creditor may claim full satisfaction of his iolaeither from Latvijas @ze or the
Acquiring Company (at the discretion of the creditdf the Acquiring Company satisfies
such claim of the creditor in full, the creditor ynao longer claim satisfaction thereof from
Latvijas Gize, whereas if Latvijas &2e has already satisfied the claim, the Acquiring
Company is released from performance of the reles@mmitment towards the creditor.

The Spin-off Decision provides that LatvijasZzé and the Acquiring Company shall
separately agree on the procedure for coveringltims of third parties within the scope of
their mutual relationship, with the aim to ensurattthe Acquiring Company performs only
those commitments undertaken by Latvijadz& which are transferred to the Acquiring
Company along with the other Assets.

* * %
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SECTION B. LEGAL ASPECTS OF REORGANISATION

10. Reasons for Reorganisation

On 11 February 2016, the Parliament of the Repuflicatvia adopted amendments
to the Energy Law with a reference to the obligatnd the Republic of Latvia as a Member
State of the European Union to introduce Articleof9Directive 2009/73/EC concerning
common rules for the internal market in natural gad repealing Directive 2003/55/EC
providing for full segregation of ownership of tigas transmission system from Latvijas
Gaze.

This Prospectus deals only with those aspectseottiergy Law Amendments which
are essential for understanding of the reorganisgiiocess.

In accordance with the Energy Law Amendments, aatyas storage and transmission
business operations shall be segregated from hatize. Pursuant to the Energy Law
Amendments, segregation shall be performed in tages:

1) Stage 1 (legal unbundling) — the Acquiring Compasya separate and legally
independent company shall be separated from Lat@ae by 3 April 2017. Statutory basis
for Stage 1 is provided for in Article 111, parggra 1 and 2, of the Energy Law (in
accordance with Section 42 of the Transitional Riowus, in effect as of 3 April 2017) (see
Summary of Requirements of the Energy Law (AnnextNo

2) Stage 2 (actual business, management and ownewtiipndling) — by 31
December 2017, factual independence of the Acquiiompany shall be ensured from both
Latvijas Gaze as a natural gas supplier, as well as thoselstiders of Latvijas &e who
either themselves or through the companies coattdlly them are engaged in gas production
or supply. This requirement of the Energy Law metias the relevant major shareholders of
the Acquiring Company incompliant with Energy Lawoyisions will have to dispose their
shares. Requirements in respect of actual indeperdare set out in detail in Article 111,
paragraphs 3, 4 and 5 of the Energy Law (in acecurgavith Section 44 of the Transitional
Provisions of the Energy Law, in effect as of 3X&maber 2017) (see Annex No.1).

Sections 50 and 56 of the Transitional Provisiohthe Energy Law provide that the
Acquiring Company shall be formed by way of reoigation of Latvijas Gze (see Annex
No.1).

Pursuant to the Energy Law Amendments which wketaffect as of 1 January 2018,
it is further intended to separate natural gasiligion from supply activities; however, such
separation will not take place within the scop¢hef given reorganisation process (i.e., within
the reorganisation process described in the Prasgec

Other major laws and regulations regulating natges activities are listed in Annex
No.2 to the Prospectus.

11. Rights of Shareholders to Compensation

11.1. Term for Claiming Compensation

Pursuant to Article 353 of the Commercial Law, arsholder of Latvijas &e who
does not consent to the reorganisation has a tgyinéquest that the Acquiring Company
repurchases its shares for cash (compensationihwiitio months as of the Effective Date of
Reorganisation. Compensation can be claimed alsthbyshareholder of the Acquiring
Company who has voted against approval of the ladiof Association of the Acquiring
Company.

15



11.2. Shareholders Entitled to Compensation

The right to request repurchase of their sharets weith those shareholders of Latvijas
Gaze that are included in the list of shareholdertingoagainst the Reorganisation Decision.
This list shall be attached to the Reorganisatiegifion and it shall contain signatures of all
shareholders who voted against.

The right to request repurchase of the shares \asts with those shareholders of
Latvijas Gize who are indicated in the minutes of the meethgshareholders of the
Acquiring Company as the shareholders voting agahmes Articles of Association of the
Acquiring Company.

11.3. Amount of Compensation and Moment of Calculan Thereof

Article 353(4) of the Commercial Law states thahe“amount of compensation shall
be equal to the amount that the shareholder would receive upon distribution of the assets of
the divided company in case of liquidation if it would occur on the date of adoption of the
decision on reorganisation.”

Restrictions under the Commercial Law in respegirtcedure how the company can
acquire its shares shall not apply to the comparsat

Calculation of the compensation will be made incadance with relevant provisions of
the Commercial Law. Calculation shall be made byralependent financial expert engaged
by Latvijas Gize.

Valuation of the assets in the financial accounthgatvijas Gize is made on the basis
of going concern. Considering the unique naturahef assets of Latvijas @es and the
narrow possibilities to use them outside busingssaiions of Latvijas &ze, the liquidation
value of the assets could be considerably lower tha book value of the assets.

11.4. Procedure for Claiming Compensation

In order to claim the compensation provided foAiticle 353 of the Commercial Law,
the shareholder of Latvijasa@ who meets one of the criteria set out in Subiesed 1.2 of
this Prospectus shall within the term specifiedbub-section 11.1 of this Prospectus submit
the respective written request to Acquiring Companglicating in his or her bank account
number (IBAN) to which the Acquiring Company caartsfer the compensation payable to
the shareholder.

As of the Effective Date of Reorganisation, the éidqgg Company shall pay statutory
interest rate for the compensations not paid when d

12. Challenge of the Reorganisation Decision

Pursuant to the provisions of Article 346 of then@oercial Law, any shareholder of
Latvijas Gaze, as well as a member of the Management BoaiSupervisory Board may
bring an action in a court asking to declare therBanisation Decision null and void
provided the following criteria are met:

1) Reorganisation Decision is adopted in violation tbe law or Articles of
Association of Latvijas &e; and

2) The aforementioned violations cannot be cured ey thre not cured within the
term set by the court.

Application to the court can be filed within 3 @) months as of the publication of the
Announcement to the Creditors in the official pebér “Latvijas \&stnesis”.

Latvijas Gize will submit to the Register of Enterprises ampligption regarding
reorganisation after fulfilment of all requiremesist by the Commercial Law, provided the
Reorganisation Decision is not challenged or tralehge is unsuccessful.

* % %
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SECTION C. ECONOMIC ASPECTS OF REORGANISATION

13. Information regarding Latvijas G aze

Shares of Latvijas &e are listed on the Stock Exchange since 15 Febrl@99.

Consequently Latvijas &2e prepares its financial statements both in aecwe with the Law
on Annual Accounts of the Republic of Latvia an@ ttequirements of the International
Financial Reporting Standards approved in the ErangdJnion. Information provided in this

section of the Prospectus regarding economic apasaand financial results of Latvijasagz
Is prepared in accordance with the Law on Annualodats of the Republic of Latvia.

13.1. Shares and Dividends

SHAREHOLDERS

2.77% Others

2.77%

M LLC ITERA Latvija

W PJSC Gazprom

W Uniper Ruhrgas
International GmbH

I Marguerite Gas | S.a
r.l.

31.12.2015

28.01.2016

13.2. Financial Indices

DIVIDENDS PER SHARE
(EUR/Share)

0.85

0.76

0.72 0.72

0.71

2015*

*Distribution of profit as recommended by the Board

2011 2012 2013 2014

EQUITY PROFIT
(million EUR) (million EUR)
38.7 33.3
607.3 608.7 610.2 611.4 326 322 320 .
491.7
2011 2012 2013 2014 2015 2011 2012 2013 2014 2015
ASSETS NET TURNOVER
(million EUR) (million EUR)
.2 868.2 608.2
659.9 829.2 748.0 750.0 502.8 574.0 503.1 444.7
2011 2012 2013 2014 2015 2011 2012 2013 2014 2015
INVESTMENTS MAIN FINANCIAL INDICATORS
. 7.9%
(million EUR) 599
32.4 \5.3% 5.3% 5.5%
30.0 e ~— —
4.4% 3.8% 4.0% 44%
"9 .~ o 3.7 3.6
I . T 1.9 1.0 T T
2011 2012 2013 2014 2015 Zojlnlgnturn on Zcfai:tlny2 —Z(Izg-t\%'n on assze(t)514 %o(t)a:lllauidity
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13.3. Natural Gas Market

CONSUMPTION OF PRIMARY
ENERGY RESOURCES
4.9%

(Source CSB)

Others
M Electricity

M Firewood

M Natural gas
I T T 1

NATURAL GAS SALES
(million m3)

1561 3464 1452

1294 1318

2012 2013 2014 0il products 2011 2012 2013 2014 2015
NATURAL GAS SALES IN LATVIA NUMBER OF CUSTOMERS
BY INDUSTRIES m Household stoves (thousand)
u Energy W Household heating
H Industry X
Commercial customers
Municipal and commercial enterprises
Industrial customers
Households
2.3 23 23 23 2.4
9% 9% 9% 10% 9% 0
11% 12% 12% 10% 9%

2011

2012 2013 2014 2015

2011 2012 2013

13.4. Transmission and Distribution Systems

CONSTRUCTION OF NEW GAS
DISTRIBUTION PIPELINES
(km)
39 37
36 31 ’9
2011 2012 2013 2014 2015

COMPANY-OWNED GAS

TRANSMISSION AND

DISTRIBUTION PIPELINES

M Gas transmission pipelines (km)
M Gas distribution pipelines

2011

2012 2013
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13.5. Infukalns underground gas storage facility (UGSF)

. . NATURAL GAS DELIVERIES TECHNICAL CHARACTERISTICS
™ Lithuania FROM INCUKALNS UGS OF INCUKALNS UGS
Russia . -
, (million m3) _ (million m3)
M Estonia M Cushion gas
B Latvia M Active natural gas
2281
2023 1856 2058
643 6 1652
500 386 626

2011 2012 2013 2014 2015 2011 2012 2013 2014 2015

13.6. Employees

LENGTHS OF SERVICE OF
m0-10 m11-20 m21-30 EMPLOYEES
31-40 m41+
= i ma 1 1% AVERAGE NUMBER OF

7% 8% 8% 8% 9%

EMPLOYEES
1275

2011 2012 2013 2014 2015 2011 2012 2013 2014 2015

Additionally, once each quarter LatvijasiZe prepares unaudited short-form financial
statement in accordance with tmequirements of the International Financial Repaorti
Standards approved in the European Unibhese statements are available under section
“About JSC  Latvijas Gaze' on the  website of Latvijas #2e
(http://mwww.1g.Iv/?cmd=par_uznemumu&lang=Iat), as well as on the website of the Stock
Exchange
(http://mww.nasdagbaltic.conymar ket/?instrument=LV0000100899& list=3& pg=detail s& tab
=reports).

14. Effects of Reorganisation on Business Operations bhtvijas Gaze

Reorganisation of Latvijas @e is mandatory for compliance with the requirersent
under the Energy Law Amendments in respect to getjem of the joint natural gas
transmission and storage system operator from jeatv@&ze. Under given circumstances,
discretion of shareholders of Latvijasazé regarding approval of reorganisation is
considerably limited.
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Latvijas Gaze is currently operating as a vertically integiatatural gas undertaking
that provides natural gas transmission, distrilvutind storage services, as well as natural gas
supply services. As a result of reorganisationun@tgas transmission and storage business
lines will be transferred to the Acquiring Companyhich shall also ensure independent
accounting and management of the company. Reogjamismay have the following effects
on the financial results and business operatiohatfijas Gize:

1) increase in the management costs — at the momiémusinesses of Latvijasa@
are managed by a single management team and ¢adraupport functions, which ensure
the required range of services, including the resmysIT software support. This centralized
approach allows reduction of the costs of suppanttions and management attributable to
each line of business. After reorganisation, aneiase is expected in the total costs, as well as
costs of management and support services attrileutabeach business. This cost increase
may lead to the necessity to increase the tariffegulated services in all business segments;

2) as a result of the spinoff, two technical systermatural gas distribution system and
natural gas transmission system — are split into tegal entities, which requires
establishment of new operative cooperation priesiplThis spin-off may have an adverse
effect on the operational response time, as welleasl to complications in the crisis
management;

3) up to now, Latvijas &e deployed l&ukalns underground gas storage facility as a
primary natural gas supply source and, accordirgglpplied most of the required volumes of
natural gas in Latvia using the services of thalits. In future, each supplier will be able to
freely choose the sources and types of natural sggply, which may affect the load
indicators of Idukalns underground gas storage facility and trassiom system.

Chairman of the A.Kalvitis
Management Board

Member of the Management Z.Kotane
Board

Member of the Management G.Freibergs
Board

20



Annex No.1

to the Reorganisation Prospectus of
the Joint Stock Company
.Latvijas Gaze”

SUMMARY OF REQUIREMENTS OF THE ENERGY LAW

1. Article 111, paragraphs 1 and 2 of the Energy [ia accordance with Section 42 of
the Transitional Provisions, shall take effect 83 April 2017):
“(1) There shall be a joint natural gas transmissiod storage system operator operating in
Latvia, who shall:

1) own the assets required for of natural gasstression operations (including transmission
system);

2) own Irtukalns underground gas storage facility or a plagtdof, or shall have it
transferred into its use for the period of the esponding license.

(2) The joint natural gas transmission and storagstem operator or the natural gas
transmission system operator shall be the energplgwndertaking, segregated from the
natural gas production and supply activities arettekity production and supply activities,

and not included in the composition of the verticaitegrated natural gas supply undertaking
or vertically integrated electricity supply undéatey.”

2. Article 111, paragraphs 3, 4 and 5 of the Ené&iagy (in accordance with Section 44
of the Transitional Provisions, shall take effecbd31 December 2017):
“(3) To ensure the independence of the joint natges transmission and storage system
operator and in order to effectively prevent angftict of interests between the joint natural
gas transmission and storage system operator amcerkrgy undertakings engaged in
production or supply in natural gas or electricttye following conditions shall be complied
with:

1) one and the same person or persons, who direcilydirectly control the energy supply
undertaking engaged in the natural gas or eletqecdbduction or supply, may not directly or
indirectly control the joint natural gas transmissiand storage system operator, natural gas
transmission system ordukalns underground gas storage facility, or to @sgerrights in the
joint natural gas transmission and storage syst{esrator;

2) one and the same person or persons, who dimcthdirectly control the joint natural gas
transmission and storage system operator &kiains underground gas storage facility, may
not directly or indirectly control the energy suppindertaking engaged in the natural gas or
electricity production or supply, or exercise rigit such merchant;

3) one and the same person may not appoint the premif the supervisory board,
management board or such bodies of the joint nagas transmission and storage system
operator, which are entitled to represent the joatural gas transmission and storage system
operator or the natural gas transmission systetm¢akalns underground gas storage facility,
as well as may not directly or indirectly controétnatural gas supply undertaking engaged in
the natural gas production and supply, or to eserthe rights in such undertaking and may
not directly or indirectly control the electricityupply undertaking engaged in electricity
production and supply, or to exercise any rightstioh undertaking;
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4) one and the same person may not become the meofibthe supervisory board,
management board or such bodies, which are entiletepresent the joint natural gas
transmission and storage system operator, neithghe natural gas supply undertaking
engaged in the natural gas production and supplyimthe electricity supply undertaking
engaged in the electricity production and suppty,in the joint natural gas transmission and
storage system operator or the natural gas traseEmisystem, or Fukalns underground gas
storage facility;

5) if a person referred to in Sub-sections 2, 8,guaragraph 3 of this Article is the Republic
of Latvia, then one and the same public administnaauthority may not control the energy

undertaking engaged in the natural gas or eletrimioduction and supply, and the joint

natural gas transmission and storage system opematbe natural gas transmission system,
or Incukalns underground gas storage facility;

6) the joint natural gas transmission and storagsem operator may not transfer the
commercial and confidential information referrediicArticle 15, paragraph 4 of this Law,
obtained by it when acting as part of the verticaikegrated undertaking, at the disposal of
such natural gas supply undertaking which is endjagéhe natural gas production or supply.

(4) To ensure independence of the natural gasnrae®n system operator, the following
conditions shall be complied with:

1) one and the same person or persons who directipdirectly control the energy
supply undertaking engaged in the natural gas ectrétity production or supply,
may hot directly or indirectly control the natugas transmission system operator or
natural gas transmission system, or to exercideagim the natural gas transmission
system operator;

2) one and the same person or persons who directhdoectly control the natural gas
transmission system operator or natural gas trassom system may not directly or
indirectly control the energy supply undertakinggaged in the natural gas or
electricity production or supply, or exercise rgit such undertaking;

3) one and the same person may not appoint the membdhe supervisory board,
management board or such bodies of the naturatrgasmission system operator,
which are entitled to represent the natural gasstréssion system operator or the
natural gas transmission system, as well as maginettly or indirectly control the
natural gas supply undertaking engaged in the alajas production and supply, or
to exercise the rights in such undertaking, and matydirectly or indirectly control
the electricity supply undertaking engaged in eieity production and supply, or to
exercise rights in such undertaking;

4) one and the same person may not become the merhltbe csupervisory board,
management board or such bodies which are entitlegtpresent the natural gas
transmission operator, neither in the natural ggply undertaking engaged in the
natural gas production and supply, nor in the gkt supply undertaking engaged
in the electricity production and supply, nor irethatural gas transmission system
operator or the natural gas transmission system;

5) if a person referred to in Sub-sections 2, 3 opatagraph 3 of this Article is the
Republic of Latvia, then one and the same publmmiatration authority may not
control the energy supply undertaking engaged & nlatural gas or electricity
production and supply, and the natural gas trarsamssystem operator or the natural
gas transmission system;

6) the natural gas transmission system operator mayransfer the commercial and
confidential information referred to in Article 1paragraph 4, of this Law obtained
by it when acting as a part of the vertically imsigd undertaking, at the disposal of
such natural gas supply undertaking which is engjagéhe natural gas production or

supply;
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7) the natural gas transmission system operator olmassets required for natural
gas transmission operations (including transmissyatem).

(5) Requirements of sub-sections 1, 2, 3 and 4dacdgraph 3 of this Article and sub-
sections 1, 2, 3 and 4 of paragraph 4 of this Rrtghall not apply to financial institutions
which hold shares in the joint natural gas transiois and storage system operator or the
transmission system operator and energy supplyrtaigieg engaged in the natural gas or
electricity production or supply, if the supervisiof these financial institutions and special
purpose vehicles is carried out by the competerdnitial and capital market supervisory
authority of the Republic of Latvia, another Eurap&Jnion Member State, Member State of
the European Economic Area, or the Member Stateéhef Organisation for Economic
Cooperation and Development, and if it is determhitieat the operations of these financial
institutions and special purpose vehicles do neater a conflict of interest between the joint
natural gas transmission and storage operatoreondkural gas transmission system operator
and energy supply undertaking engaged in the najasaor electricity production or supply.”

3. Article 112 of the Energy Law (in accordancehw8ection 42 of the Transitional
Provisions, shall take effect as of 3 April 2017):

“In addition to the provisions of Article 15 of thiLaw, the joint natural gas
transmission and storage system operator shallthavi®llowing obligations:

1) to ensure safe, efficient and economically bersf operation of the natural gas
transmission system, technical operation and dpwedmt thereof;

2) to ensure the natural gas supply to the digtdhusystem in accordance with reasonable
request of the natural gas distribution systemaipes;

3) to ensure the management of natural gas flowsmihe natural gas transmission system
in accordance with technical capabilities and impbance with conditions not permitting the
discrimination for the receipt of natural gas fréoneign countries and transmitting thereof to
foreign countries;

4) to ensure the operation, technical exploitatiod development of éukalns underground
gas storage facility, in order to provide the naltgas depository services;

5) to store the natural gas stock owned by separaryy users at the expense of such users,
if permitted by technical capabilities ofcikalns underground gas storage facility;

6) to ensure procedures and operation not discaitinig the system users or system users of
separate categories;

7) to ensure information necessary to other nagaaltransmission system operators, natural
gas storage system operators, liquefied natural sy@éem operators and natural gas
distribution system operators so that transpomatod storage of natural gas could be
performed without endangering safe and efficienerapon of mutually interconnected
systems;

8) to provide to the natural gas transmission systsers the information necessary for
efficient access to the transmission system atwkains underground gas storage facility;

9) to ensure sufficient cross-border transmissiapacities, in order to integrate into the
European natural gas transmission system infrasteycfulfilling all economically justified
and technically implementable requirements relatedhe safety of the system capacity
supply;

10) to inform the regulator on all circumstancasg tb which any person or persons from the
third country or third countries could obtain cahtover the natural gas transmission system
or natural gas transmission system operator;

11) to inform the regulator on all planned transad, due to which their conformity to the
certification requirements would have to be repiigtassessed,;
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12) to conform to transparent and non-discrimirgatinarket procedures, upon procuring
natural gas for performance of its functions;

13) to implement the cooperation of the natural gassmission system operators at the
European and regional level,

14) to organize the localization and liquidationaafcidents in the natural gas transmission
system and kKukalns underground gas storage, as well as tonpegceventive measures;

15) to communicate with third parties and the ratgu;

16) to represent the natural gas transmission sysfeerator in the European network of the
gas transmission system operators;

17) collect all payments related to the natural tgassmission and storage system, inter alia,
access fee, balancing fee and fee for ancillanyices;

18) to ensure the protection of such restrictecessdnformation, which it, in fulfilling its
obligations, has received from the system usersvar#tet participants.”

4. Article 113 of the Energy Law (in accordancehw8ection 42 of the Transitional
Provisions, shall take effect as of 3 April 2017):

“In addition to the provisions of Article 15 of thiLaw, the natural gas transmission
system operator shall have the following duties:

1) to ensure safe, efficient and economically ber&fioperation of the natural gas
transmission system, technical operation and dpwedmt thereof;

2) to ensure the natural gas supply to the distribusgstem in accordance with
reasonable request of the natural gas distribstygstem operators;

3) to ensure the management of natural gas flows mitie natural gas transmission
system in accordance with technical capabilitiess iancompliance with conditions
not permitting the discrimination for the receipt watural gas from foreign
countries andransmittingthereof to foreign countries;

4) to ensure procedures and operation not discrinmgdtie users or system users of
separate categories;

5) to ensure information necessary to other naturgltigensmission system operators,
natural gas storage system operators, liquefiedralagas system operators and
natural gas distribution system operators so thatsportation and storage of
natural gas could be performed without endangesafg and efficient operation of
mutually interconnected systems;

6) to provide to the natural gas transmission systeersuthe information necessary
for efficient access to the transmission system bxdkalns underground gas
storage facility;

7) to ensure sufficient cross-border transmission @épa, in order to integrate into
the European natural gas transmission system infcagre, fulfilling all
economically justified and technically implementabbquirements related to the
safety of the system capacity supply;

8) to inform the regulator on all circumstances, duevhich any person or persons
from the third country or third countries could aibt control over the natural gas
transmission system or the natural gas transmissistem operator;

9) to inform the regulator on all planned transactjahge to which their conformity to
the certification requirements would have to beeetpdly assessed,

10)to conform to transparent and non-discriminatingrkaf procedures, upon
procuring natural gas for performance of its fumas;
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11) to implement the cooperation of the natural gassirassion system operators at
the European and regional level,

12)to organize the localization and liquidation of ideots in the natural gas
transmission system andélikalns underground gas storage, as well as tomerfo
preventive actions;

13) to communicate with the third parties and the ratpul|

14) collect all payments related to the natural gasstrassion system, inter alia, access
fee, balancing fee and fee for ancillary services;

15) to ensure the protection of such restricte@seinformation, which it, in fulfilling
its obligations, has received from the system ugedsmarket participants.”

5. Section 50 and 56 of the Transitional Provisiofithe Energy Law:

“50. Re-registration of newly established entifi@ned as a result of reorganisation of
the Joint Stock Company "Latvijasage" in the data bases of public direct adminisirati
bodies, local governments and autonomous publicosities shall be done free of charge.
Licenses provided for in this Law shall be issumthte newly established entities formed as a
result of reorganisation of the Joint Stock Compdrmatvijas Gaze" free of charge.

56. A newly established entity formed as a resuteorganisation of the Joint Stock
Company "Latvijas @ze", being the assignee of the obligations of tleunmal gas
transmission system operator, shall be bound bydduésions on distribution of investment
costs which, until the segregation of the natues gansmission system operator, have been
adopted in accordance with Regulation (EU) No 33¥&of the European Parliament and of
the Council of 17 April 2013 on guidelines for tsaBuropean energy infrastructure and
repealing Decision No 1364/2006/EC and amendinguRégns (EC) No 713/2009, (EC)
No 714/2009 and (EC) No 715/2009.”

Chairman of the A.Kalvitis
Management Board

Member of the Management Z.Kotane
Board

Member of the Management G.Freibergs
Board
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Annex No.2

to the Reorganisation Prospectus of
the Joint Stock Compan
.Latvijas Gaze”

MAJOR LAWS AND REGULATIONS GOVERNING NATURAL GAS
ACTIVITIES

In its operations, Latvijas &2e shall comply and operate in accordance with the

following laws and regulations governing naturas gapply:

1) Energy Law of 3 September 1998;
2) Law on Public Utilities Regulators of 19 Octobe0R0

In its operations, Latvijas &2e shall comply and operate in accordance with the

following directly applicable regulations of the f&pean Union governing natural gas
activities:

1)

2)

3)

4)

5)

6)

Regulation (EC) No 713/2009 of the European Padianand of the Council of 13
July 2009 establishing an Agency for the CoopenadbEnergy Regulators;
Regulation (EC) No 715/2009 of the European Padianand of the Council of 13
July 2009 on conditions for access to the natuesd fyansmission networks and
repealing Regulation (EC) No 1775/2005;

Regulation (EU) No 994/2010 of the European Pasdiaimand of the Council of
20 October 2010 concerning measures to safeguardritye of gas supply and
repealing Council Directive 2004/67/EC,;

Regulation No 1227/2011 of the European Parliansemt of the Council of 25
October 2011 on wholesale energy market integrityteansparency;

Regulation (EU) No 347/2013 of the European Pasiaimand of the Council of
17 April 2013 on guidelines for trans-European ggenfrastructure and repealing
Decision No 1364/2006/EC and amending Regulatidd€) (No 713/2009, (EC)
No 714/2009 and (EC) No 715/2009;

Regulation (EU) No 256/2014 of the European Pasdiaimand of the Council of
26 February 2014 concerning the notification to tbemmission of investment
projects in energy infrastructure within the EurapeUnion, replacing Council
Regulation (EU, Euratom) No 617/2010 and repeal@muncil Regulation (EC)
No 736/96.

Chairman of the A.Kalvitis
Management Board

Member of the Management Z.Kotane
Board

Member of the Management G.Freibergs
Board
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