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Balance sheets Group Company
As of As of As of As of

30 September 31 December 30 September 31 December

2007 2006 2007 2006
(pre-audited) (audited) (pre-audited) (audited)
ASSETS
A Non-current assets 2.194.920 2.198.820 2.198.188  2.201.999
L. Intangible assets 2.062 2.845 2.056 2.844
IIL. Non-current tangible assets 2.192.286 2.195389 2.185.314 2.188.332
IL.1. Land 164 103 164 103
IL.2. Buildings and structures 2.019.277  2.047.655 2.012.757  2.041.035
I.2.1. Buildings 80.228 82.213 73.708 75.593
I1.2.2. Transmission networks and related

installations 1.298.670  1.332.781 1.298.670  1.332.781
11.2.3. Distribution networks and related installations 631.178 623.673 631.178 623.673
11.2.4. Other buildings and structures 9.201 8.988 9.201 8.988
IL.3. Machinery and equipment 82.504 78.976 82.504 78.976
11.4. Vehicles 8.161 9.916 8.125 9.865
ILS. Other equipment, tools and devices 29.773 32.024 29.458 31.688
IL.6. Construction in progress 48.450 23.269 48.349 23.219
IL.7. Other non-current tangible assets 3.957 3.446 3.957 3.446
1. Non-current financial assets 81 86 10.818 10.823
II.1.  Investments - - 10.737 10.737
II1.2.  Non-current accounts receivable 81 81 81 81
III.3.  Other financial assets - 5 - 5
Iv. Deferred tax assets 491 500 - -
B  Current assets 187.971 104.269 183.467 100.017
L. Inventories and prepayments 65.502 25.416 65.482 25.391
I.1. Inventories 65.011 25.257 64.996 25.237

L1.1. Raw materials, spare parts and other
inventories 3.213 2.938 3.212 2.937
L.1.2. Goods for resale (including natural gas) 61.798 22.319 61.784 22.300
1.2. Prepayments 491 159 486 154
IL. Accounts receivable 47.927 51.608 47.859 51.502
IL.1. Trade receivables 47.262 50.966 47.197 50.954
IL.2. Other receivables 665 642 662 548
I1I. Other current assets 3.992 3.686 0 -
Iv. Cash and cash equivalents 70.550 23.559 70.126 23.124
Total assets 2.382.891 2.303.089 2.381.655 2.302.016
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Cash flows statements Group Company
9 months 9 months 9 months period 9 months period
period ended period ended ended ended
kK 30 September 30 September 30 September 30 September
> 2007 2006 2007 2006
(pre-audited) (pre-audited) (pre-audited) (pre-audited)
Restated Restated
I.  Cash flows from (to) operating activities
I.1. Net profit (loss) 87.174 38.388 86.882 40.134
Adjustment of non-cash items:
1.2. Depreciation and amortization 70.473 71.061 70.295 70.907
I.3. (Gain) loss on non-current tangible assets,
doubtful trade accounts receivable and
inventories write-off and disposal (1.452) (119) (1.452) (119)
I.4. (Reversal of) impairment of non-current
tangible assets, financial assets, (reversal of)
allowance for doubtful trade accounts
receivable and inventories (1.616) 178 (1.616) 178
I.5. Income tax expenses 16.614 8.422 16.549 8.358
1.6. Interest (income) (1.905) (430) (1.792) 327)
I.7. Interest expenses 2.045 1.633 2.045 1.633
1.8. Dividends (income) - - - (2.000)
1.9. Loss (gain) on foreign currency exchange 1 (1.089) 1 (1.089)
1.10. Elimination of other financial activity results (413) - (413) -
I.11. Amortization of the grants, deferred revenue
and other non-cash items (2.175) (1.887) (2.175) (1.887)
168.746 116.157 168.324 115.788
Changes in working capital:
1.12. (Increase) decrease in inventories (39.548) (3.978) (39.553) (3.978)
1.13. (Increase) decrease in trade accounts
receivable 5.106 13.602 5.159 13.615
L14. (Increase) decrease in other accounts
receivable and prepayments (339) 46 (412) 50
I.15. Increase (decrease) in trade accounts payable (7.984) (7.635) (7.825) (7.631)
[.16. Increase (decrease) in other current liabilities 20.167 19.647 20.141 20.714
[.17. (Increase) decrease in other current assets - (670) - (670)
I.18. Income tax (paid) (7.732) (16.904) (7.697) (16.781)
(30.330) 4.108 (30.187) 5.319
Net cash flows from operating activities 138.416 120.265 138.137 121.107
II.  Cash flows from (to) investing activities
II.1. (Acquisition) of non-current tangible and
intangible assets (55.719) (65.316) (55.622) (64.858)
I1.2. Proceeds from sales of non-current tangible
assets 2.948 5.137 2.948 5.137
I1.3. Non current loans and receivables recovered - 6 - 6
I1.4. Proceeds from sales of financial assets 5 4 5 4
IL5. (Increase) decrease in term deposits (306) (2.714) - -
I1.6. Dividends received - - - 2.000
I1.7. Interest received 1.817 430 1.704 327
Net cash flows (to) investing activities (51.255) (62.453) (50.965) (57.384)
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Notes to the financial statements

1 General information

AB Lietuvos Dujos (hereinafter “the Company”) and consolidated AB Lietuvos Dujos and UAB Palangos Perlas
(hereinafter “the Group”) condensed financial statements, including the balance sheets as of 30 September 2007, income
statements, cash flows statements and statements of changes in equity for the nine months ended 30 September 2007 and
30 September 2006 are not audited. The consolidated and the Company’s financial statements for the year ended
31 December 2006 are audited and prepared according to International Financial Reporting Standards (IFRS), including
IFRS 1 “First time adoption of international financial reporting standards”, except that the date of the transitional period is
1 January 2005 instead of 1 January 2004, as required by IFRS. For better understanding of the information provided in
those financial statements, the consolidated and the Company’s condensed financial statements must be read together with
the consolidated and the Company’s annual financial statements of 2006.

2 Accounting principles

The Company’s and the Group’s condensed financial statements as of 30 September 2007 have been prepared in
accordance with IAS 34 Interim Financial Statements.

The principal accounting policies adopted in preparing the condensed financial statements for the nine months period
ended as of 30 September 2007 were the same as these used for preparing the financial statements for 2006 according to
the IFRS, as adopted in European Union, except for the income tax and deferred tax accounting principles described in
Note 5 Disclosure of significant changes.

3 Segment information

Segment information for the periods ended 30 September 2006 and 2007 is presented below:

Group

2006 (pre-audited) Transmission Distribution Supply Other Total
Sales 71.015 90.123 383.340 4.703 549.181
Profit (loss) from operations (3.320) 11.879 30.337 2.489 41.379
2007 (pre-audited) Transmission Distribution Supply Other Total
Sales 76.552 89.824 485.789 4.261 656.426
Profit (loss) from operations 4.200 9.182 83.253 1.955 98.590
Company

2006 (pre-audited) Transmission Distribution Supply Other Total
Sales 71.015 90.123 383.340 3.618 548.096
Profit (loss) from operations (3.320) 11.879 30.337 2.275 41.165
2007 (pre-audited) Transmission Distribution Supply Other Total
Sales 76.552 89.824 485.789 3.046 655.211
Profit (loss) from operations 4.200 9.182 83.253 1.711 98.346
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4 Inventories

Group Company

9 months period 31 December 9 months period 31 December

ended ended
30 September 2326 d 30 September 2?10? d
2007 (audited) 2007 (audited)
(pre-audited) (pre-audited)
Raw materials, spare parts and other inventories 3.754 3.687 3.753 3.686
Goods for resale (including natural gas) 61.798 22.319 61.784 22.300
Inventories, gross 65.552 26.006 65.537 25.986
Less: allowance for inventories (541) (749) (541) (749)
65.011 25.257 64.996 25.237

As of 30 September 2007 the Group’s and the Company’s balances of the goods for resale increased significantly due to
purchases of natural gas for storage in Latvia during the nine months of 2007.

The cost of slow moving inventories accounted for at net realizable value amounted to LTL 541 thousand as of
30 September 2006 (LTL 749 thousand as of 31 December 2006). Changes in the allowance for inventories in 2007 and
2006 were included into operating expenses.

5 Disclosure of significant changes
5.1 Income tax:

To calculate the income tax for the nine months of 2007, including deferred tax, in addition to the valid 15 % rate the 3%
social tax rate was applied compared with the 4 % rate applied when calculating the income tax for the nine months of
2006.

The income tax expenses for the nine months of 2006 and 2007, evaluating the change in the deferred tax assets and
liability, are provided below:

Income tax expenses:

Group Company
30 September 30 September 30 September 30 September
2007 2006 2007 2006
(pre-audited) (pre-audited) (pre-audited) (pre-audited)
Restated Restated

Current income tax 18.447 17.487 18.390 17.431
Deferred tax (1.833) (9.065) (1.841) (9.073)
Income tax expenses charged to the income statements 16.614 8.422 16.549 8.358

5.2 Changes in income tax and deferred tax accounting:

On 18 April 2007, the Company received a letter from the State Tax Inspectorate under the Ministry of Finance of the
Republic of Lithuania, explaining that from 1 January 2005, income from connecting new customers to the Company’s
natural gas system for income tax calculation purposes may be recognized over the useful life of the capitalized assets.

The result of recalculation of the income tax of 2005 and 2006 from the income earned from connecting new customers
was prospectively reflected in the Company’s and the Group’s financial statements of 30 September 2007, i.e. the amount
of current income tax expenses in the Income statements and the amount of the income tax liabilities in the balance sheet
were reduced by LTL 6,412 thousand.
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Recalculation income tax of 2005 and 2006 in the mentioned period eliminated the temporary differences between net
book value and tax value of liabilities (grants (deferred revenue)). The results of recalculation of the deferred taxes of
2005 and 2006 were prospectively reflected in the Company’s and the Group’s financial statements of 30 September 2007,
i.e. the deferred tax expenses in the Income statement were increased and the amount of the deferred tax liabilities in the
balance sheet was reduced by LTL 5,470 thousand.

The income from connecting new customers to the Company’s natural gas system earned in January through September
2007 was taxed with income tax according to the new accounting principle. Considering the fact that the results of
recalculation of the income tax and deferred taxes of 2005 and 2006 were reflected prospectively, in the financial
statements of 30 September 2007 the comparative figures of 30 September 2006 are provided rearranged according to the
figures of the annual financial statements of 2006, i.e. without recalculation of the income tax and deferred taxes from the
income earned from connecting new consumers.

6 Grants (deferred revenue)
Group Company
30 September 30 September 30 September 30 September
2007 2006 2007 2006
(pre-audited) (pre-audited) (pre-audited) (pre-audited)
Restated Restated

Balance as of 1 January 2007 and 1 January 2006 111.101 87.997 111.101 87.997
Additions per nine months of the year 2007 14.327 7.606 14.327 7.606
Sold during nine months of the year 2007 - (115) - (115)
Amortization per nine months of the year 2007 (2.588) (1.771) (2.588) (1.771)
Balance as of the end of the period 122.840 93.717 122.840 93.717

Grants (deferred revenue) include non-current tangible assets received free of charge and the payments received from new
customers for the connections to the Group’s and the Company’s natural gas system, the grants are charged to the income
statements in portions on a straight-line basis over the estimated useful life of the assets’.

Grants also involve the amounts, received as a compensation of incurred expenses.

7 Borrowings

AB Lietuvos Dujos borrowings as of 30 September 2007:

Borrowings or their portions, payable

Borrowings (pre-audited) Current Payable after one Payable Total
borrowings year but not later  after five years
than in five years

Borrowings from Lithuanian credit

institutions 13.339 8.576 3.216 25.131
Borrowings from foreign credit - - - -
institutions

13.339 8.576 3.216 25.131

In the calculations, official currency exchange rates as of 30 September 2007 set by the Bank of Lithuania are applied:
EUR/LTL 3.4528

As of 30 September 2007, weighted average annual interest rate of borrowings outstanding was 4.96 % (4,63 % as of 31
December 20006).

The borrowings outstanding as of 30 September 2007 were denominated in national currency (4.76 %) and in EUR
(95.24 %).
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8 Earnings per share

Basic earnings per share reflect the Group’s and the Company’s net income, divided by the weighted average number of
shares. There are no diluting instruments, therefore basic and diluted earnings per share are equal. Calculations of the
basic earnings per share are presented below:

Group Company
30 September 30 September 30 September 30 September
2007 2006 2007 2006
(pre-audited) (pre-audited) (pre-audited) (pre-audited)
Restated Restated

Net  profit attributed to  the
shareholders (in LTL thousand) 87.174 38.388 86.882 40.134
Weighted average number of shares in
thousand 469.068 469.068 469.068 469.068
Basic earnings per share (in LTL) 0.19 0.08 0.19 0.09

9 Dividends

During the regular general shareholders’ meeting on 18 April 2007, when approving the Company’s 2006 profit and loss
appropriation, the decision was made to pay to shareholders dividends for the year 2006 in the amount of LTL 30
million (LTL 0.06 per ordinary registered share with the par value of LTL 1 per share).

10 Commitments and contingencies

Litigation with the National Control Commission for Prices and Energy

AB Lietuvos Dujos financial results from regulated activities were negatively affected by the Decree No 03-36, of 30
June 2005 of the National Control Commission for Prices and Energy that unilaterally established the natural gas
transmission and distribution prices and the gas prices for regulated customers for the Company effective from 1 July
2005. The Company applied to a County Administrative Court for cancellation of the following decrees of the National
Control Commission for Prices and Energy: Decree No 03-18 dated 29 April 2005 on natural gas transmission and
distribution price caps and natural gas price caps for the regulated customers for AB Lietuvos Dujos; Decree No 03-30
dated 30 May 2005 on natural gas transmission and distribution prices and prices for regulated customers for AB
Lietuvos Dujos; Decree No 03-36 dated 30 June 2005 on natural gas transmission and distribution prices and prices for
regulated customers for AB Lietuvos Dujos.

All three cases were merged into one and the case was suspended, as Vilnius County Administrative Court addressed the
Supreme Administrative Court of Lithuania for an investigation whether certain clauses of the natural gas price caps
calculation methodology approved by the Commission Decree No 03-15 of 12 April 2005 do not contradict the primary
legislation. Also, AB Lietuvos Dujos applied to the County Administrative Court by asking to annul the Decree of the
National Control Commission for Prices and Energy No 03-20, dated 27 April 2006 on adjustment of the natural gas
transmission and distribution price caps and natural gas price caps for the regulated customers for AB Lietuvos Dujos.
This case was merged to the case with the three aforementioned cases. On 19 October 2006 the Supreme Administrative
Court of Lithuania adjudged that the respective clauses of the natural gas price caps calculation methodology approved
by the National Control Commission for Prices and Energy by the Decree No 03-15 of 12 April 2005 do not contradict
the primary legislation. On 13 March 2007, Vilnius County Administrative Court decided to reject the claim as
unjustified. The Company appealed against the decision of the court to the Supreme Administrative Court of the
Republic of Lithuania.

Litigation on obtainin roviding) license

Currently, AB Lietuvos Dujos is participating in several disputes related to granting the natural gas distribution licenses.
The most important of them are listed below:

1. UAB Intergas applied to court for annulment of the agreement on the connection of new customers signed between
AB Lietuvos Dujos and UAB Giriy Bizonas and to adjudge the related actions of AB Lietuvos Dujos as illegal.  Also,
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UAB Intergas addressed Vilnius County Administrative Court for annulment of the Decree of the National Control
Commission for Prices and Energy No 03-57, according to which the natural gas distribution license was issued to AB
Lietuvos Dujos. In this case AB Lietuvos Dujos stands as a third party. Both cases mentioned above are suspended.

Furthermore, UAB Intergas applied to Vilnius Second District Court for annulment of the cancellation of Kazly Rida
gas pipeline rent agreements between UAB Intergas and UAB Suskystintos Dujos and for obliging the defendant (UAB
Suskystintos Dujos) to implement the above rent agreements. AB Lietuvos Dujos stands as a third party in this case,
because on 13 April 2006 it acquired the above pipelines from UAB Suskystintos Dujos. On 23 May 2007, the Court
decided to reject the claim of UAB Intergas. The court of second Instance left the decision of the court of first Instance
valid.

2. AB Lietuvos Dujos stands as a third party in the case in which UAB Intergas litigates the legitimacy of the refusal of
the National Control Commission for Prices and Energy to issue a gas distribution license to UAB Intergas. The case is
suspended.

3. AB Lietuvos stands as a third party in the case in which UAB Intergas applied for the annulment of the license for the
construction of the Sakiai — Jurbarkas gas pipeline. Governor’s administration of Tauragé County stands as a defendant
in the case.

In this case, provisional remedies were applied: the validity of the disputed building permit was suspended, and the
Governor’s Administration of Tauragé County was prohibited, during the suspension period of the construction permit,
to issue documents on the suitability for use of the gas pipeline Sakiai — Jurbarkas. Following the appeal of AB Lietuvos
Dujos against this decision, the ruling of the court regarding provisional remedies was annulled. The case is suspended
at the moment.

4. Also AB Lietuvos Dujos stands as a third party in the case in which UAB Intergas seeks the annulment of certain
clauses in the Decree of the National Control Commission for Prices and Energy No 03-53 concerning the permission
for AB Lietuvos Dujos to install Sakiai — Tauragé natural gas transmission system and gas pipeline branches to M&R
Stations in Jurbarkas and Taurage.

5. AB Lietuvos Dujos stands as a third party in the case in which UAB Intergas pleads for prohibition for the National
Control Commission for Prices and Energy and the members of the above mentioned Comission of issuing the
permission to install the natural gas transmission systems in Ignalina District and in Rietavas.

6. AB Lietuvos Dujos along with the Municipality of Ignalina and Governor’s Administration of Utena County stand as
parties in the case in which UAB Intergas pleads for prohibition of planning and construction works of the gas pipeline
in Ignalina.

11 Transactions of related parties

The parties are considered related when one party has the possibility to control the other one or have significant
influence over the other party in making financial and operating decisions.

The related parties of the Company and related major party transactions in the nine months of 2006 and 2005 were as
follows:

= E.ON Ruhrgas International AG (one of the major shareholders of the Company since 2002);
= OAO Gazprom (one of the major shareholders of the Company since 2004);

-  State Property Fund (one of the major shareholders of the Company);

- AS Latvijas Gaze (jointly controlled by the major shareholders of the Company);

= UAB Palangos Perlas (subsidiary of the Company).

30 September 2006 (pre-audited) Purchases Sales Accounts Accounts
receivable payable
OAO Gazprom 340.298 7.959 - 32.380
AS Latvijas Gaze 303 - - 117
UAB Palangos Perlas 121 22 1 8
340.722 7.981 1 32.505
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30 September 2007 (pre-audited) Purchases Sales Accounts Accounts
receivable payable
OAO Gazprom 433.510 7.160 - 45.708
AS Latvijas Gaze 3.765 - - 1.746
UAB Palangos Perlas 73 23 | 0

—_—

437.348 7.183 47.454
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