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Letter from the CEO

Dear reader

The beginning of the year has been encouraging in terms of energy demand
and there have been several positive developments which support rapid growth
of our renewable energy business and the supply of our customers with clean

energy.

Our ambition to help customers plan and achieve green transition through
convenient and practical energy solutions has added momentum to the
development of renewable energy in the Baltic region and is well aligned with

the implementation of our corporate strategy.

Within just a few months more than a hundred companies have shown their
trust in us by signing long-term fixed-price wind energy purchase contracts with
Eesti Energia. The total volume of the new contracts, which may have a term

of up to ten years, is 2 TWh already.

This provides assurance for the execution of the wind energy development
projects of our renewable energy company Enefit Green as well as other
renewable energy development projects. We are hoping to share information

about specific investment decisions already in the next quarter.

At the beginning of the year, we undertook to complete the construction of the
Purtse wind farm in eastern Estonia. The new wind farm, which will have a
capacity of 20 MW, is going to start producing renewable energy for customers
in 2023.

We believe that electrification is the fastest way to achieve carbon neutrality
and therefore wish to make sure that customers will have access to sufficient

volumes of renewable energy. The sale of solar power and heating solutions
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has been growing steadily and our electric vehicle charging services are ready

for the emerging growth in the use of electric cars.

Energy demand resumed growth in the first quarter. This was supported by the
weather conditions and the adjustment of the economy to cope with effects of
the COVID-19 pandemic. The healthcare system is still fighting the disease but
the current pace of vaccination provides grounds to believe that economic

confidence will recover by the year-end.

Our first-quarter electricity sales exceeded 2.5 TWh with retail sales breaking
an all-time record. In market terms, sales growth was the fastest in Lithuania.
Electricity prices on the Nord Pool power exchange were, on average, twice
buted to

higher than a year earlier, which al so cont ri

growth.

During a period of cold and windless weather, electricity prices soared and
demand for controllable production capacities surged. Our electricity output
grew by a third year on year, rising to 1.3 TWh, whichh el ped r edu
reliance on electricity import and to meet the demand in the other Baltic

countries and Finland.

The adverse effects of a rise in CO2 emission allowance prices, which grew by
65% year on year on average, were mitigated by earlier investments in reducing
the carbon intensity of our operations by increasing the capacity of our thermal
power plants to use biomass and oil shale gas in their fuel mix. Despite less
favourable wind conditions, a diversified power generation portfolio helped
maintain our renewable energy output at a level comparable to a year ago, its

contribution accounting for 32% of our total electricity output.
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The price level on the global liquid fuel market has grown by a tenth year on Growth in production and sales volumes, a rise in electricity prices and lower
year. Throughout the COVID-19 pandemic we have not had to restrict our fuel fixed costs enabled us to deliver a strong net result. Our first-quarter revenue
production operations and produced 125,000 tonnes of different liquid fuels in grew by 31% to 297 million euros and EBITDA improved by 46% to 72.4 million
the first three months of the year. An additional Enefit-technology based euros. We earned a net profit of 26.5 million euros compared with a net loss of
pyrolysis plant will be completed in 2024: most of the supply contracts required 2 million euros incurred a year ago.

for its construction have been signed. Hando Sutter

In March, we finalised negotiations with the Finnish energy group Imatran Chairman of the Management Board of Eesti Energia

Seudun S2hk?© for t he acquisition |l matr a El ekter, whi ch provi des energy
services to 25,000 customers in Estonia, by our distribution network operator
Elektrilevi. The transaction is awaiting the approval of the Estonian Competition

Authority . When the transaction takes effect, Elektrilevidos share of the Estonian

electricity distribution service market will rise to 95%.



This is Eesti Energia
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Established in 1939

4,432 employees

100% owner: Republic of Estonia

5 home markets: Estonia, Latvia, Lithuania, Poland, Finland

4 business lines:

o Customer services business line provides customers with useful
energy solutions and exceptional customer experience. We sell
electricity, heat, gas and energy solutions to both household and

corporate customers.

The structure of Eesti Energia Group as at 31 March 2021

PR EESTIENERGIAAS
Enefit Connect OU 1 Enefit SIA
(Latvia)

Enefit UAB
Narva Soojusvork AS Elektrilevi OU (Lithuania)
Enefit Sp. z 0.0
Orica Enefit Power AS" (Poland)

B nefit American Oil Co. Enefit US LLC Enefit OY
(Finland)

Enefit AB

Enefit Solutions AS sl

Attarat Holding OU Tootsi Windpark OU

Enefit Green AS
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0 Renewable energy business line consist of our subsidiary Enefit
Green. Our renewable energy production sources are the most diverse
in the Baltic Sea region. We produce energy from wind, sun, biomass,
municipal waste and water.

0 Large-scale energy production business line incorporates our oil
shale mining, electricity and oil production and asset management
business units.

o0 Network services: Our subsidiary Elektrilevi delivers electricity to

almost all the households and companies in Estonia

(. Enefit Outotec
Technology OU
- Jordan Oil Shale
Enefit Jordan BV Energy Company.

@ Owned 100% by Eesti Energia
@® Controlled by Eesti Energia

. Companies in which Eesti Energia has a strategic non-controlling interest

1
. Enefit Power and SIA Technological
o EneltWind of Heat Valka SIA E""’"‘LG“’E:‘ 31 Solutions
(Latvia) At (Latvia)

Enefit Wind UAB
(Lithuania)

Toots! Tuulepark OU Polish solar park Enefit Green UAB
Hilumaa Offshore Edhaobis (Lithuania)
Tuulepark 00

Enefit Wind Purtse AS

Enercom SIA
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Key figures and ratios

Total electricity sales, of which GWh 2,519 2,235 +12.7%
wholesale sales GWh 199 237 -15.9%
retail sales GWh 2,320 1,998 +16.1%

Electricity distributed GWh 2,092 1,911 +9.5%

Shale oil sales tht 112 101 +10.9%

Heat sales GWh 356 327 +8.7%

Average number of employees No. 4,432 4911 -9.8%

Sales revenues mu 297.3 226.8 +31.1%

EBITDA mu 72.4 49.7 +45.5%

Operating profit mu 30.4 5.5 +457.8%

Net profit mu 26.5 -2.0 +1426.4%

Investments mu 32.1 68.7 -53.2%

Cash flow from operating activities mu 120.6 -1.1 -11568.3%

FFO mu 74.6 8.1 +825.9%

Non-current assets mu 3,067.2 3,084.7 -0.6%

Equity mu 1,997.2 1,965.4 +1.6%

Net debt mu 762.2 1,175.3 -35.1%

Net debt / EBITDA* times 3.2 5.2 -38.0%

FFO**/ net debt times 0.3 0.1 +167.9%

FFO**/ interest cover* times 8.0 4.2 +89.5%

EBITDA**/ interest cover* times 7.6 6.6 +14.1%

Leverage % 27.6 374 -9.8pp

ROIC* % 2.7 1.5 +1.2pp

EBITDA margin % 24.3 21.9 +2.4pp

Operating profit margin % 10.2 24 +7.8pp

Definitions of ratios and terms are explained in the Glossary section of the report, page 51

* rolling 12 months result



Operating environment

Eesti Energia operates in the Baltic, Finnish and Polish electricity markets and
in the international liquid fuels market. Our business is mainly influenced by oil,
electricity and emission allowance prices, competition in the energy and
customer markets, regulations that govern the energy sector and the

development of new technologies.

Market prices which affect our profitability have largely recovered from the
effects of restrictions imposed during the first wave of the COVID-19 pandemic
but the measures put in place to contain the third wave spreading in Europe

continued to weaken demand for our products and services through Q1.
The following market developments influenced our performance in Q1 2021:

9 electricity prices increased by 42% in Poland and by 93%, on average, in

our other markets compared to the same period in 2020;

9 the average emission allowance price grew by 65% year on year;

the prices of crude oil and fuel oil increased by 21% and 30% year on year,

respectively

Electricity prices increased compared to the same period in 2020

Estonia participates in the Nord Pool power exchange where electricity
producers that sell their electricity on the power exchange trade with electricity
suppliers that buy electricity from the power exchange in order to resell it to final
consumers. Electricity prices in Estonia, Latvia, Lithuania, and Poland have the
strongest effect on our performance because we both produce and sell

electricity in those countries. In Q1 2021, we also sold electricity in Finland.
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Average electricity

orice (aG/ M Q1 2021 Q1 2020

Estonia 51.8 27.6 87.6%
Latvia 51.8 27.6 87.7%
Lithuania 53.5 27.5 94.2%
Poland 58.0 40.9 41.8%
Finland 48.6 24.0 102.8%
Norway 41.4 15.3 171.1%
Denmark 49.0 21.2 130.9%
Sweden 42.5 17.5 142.4%

In 2020, electricity prices dropped sharply because the restrictions imposed to
contain the first wave of the COVID-19 pandemic substantially lowered
electricity consumption. In Q1 2021, demand for energy and electricity
continued to be held back by the containment measures of the third wave that

is spreading in Europe.

The volatility of the electricity price in Estonia has been increasing due to the

decrease in the output of oil shale-based electricity. In Q1 2021, the average

daily electricity price was the highest on 11 February, when itwas 99.7 G/ MWh

(the cold spell drove demand to record heights and in the peak hour the price

reached 238.7 0/ Manhthe lowest on 21 March, when itwas 184 G/ MWh .

In Q1 2020, the highest and lowest average daily electricity price were
4410/ Mvehd 8.1 4/ MWhspectively.

The electricity markets of Estonia and its neighbouring countries are well

connected by means of interconnectors. Therefore, electricity production and



prices are also affected by various factors outside our markets, such as the

levels of Norwegian hydro reservoirs and wind conditions in the region.

Weekly levels of Nordic water reservoirs, % of maximum

100 .
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C—J Historical median (1997-2021) Year 2020 Year 2021
Source: Nord Pool

Interconnectors supply the Baltic countries with Nordic hydropower, which is
cheaper than other types of electricity. By the end of Q1 2021, the Nordic hydro
resources, which dominated the market in 2020 by increasing the output of
hydropower, had reached a level close to their historical median. The Q1
average level of the Nordic hydro reservoirs was 57.5% of the maximum, which
is 3 percentage points higher than in Q1 2020. The volume of snow and soil
accumulated in the reservoirs this winter is 30 TWh lower than last year. Thus,

the output of hydropower is expected to decrease in 2021 compared to 2020.

A key indicator in energy production is the clean dark spread (CDS), which
reflects an electricity producer6s
emission allowance costs have been deducted from the average market price
of electricity. The clean spread reflects the sales margin that remains when CO2
emission allowance costs have been deducted from the average market price

of electricity.

Eesti Energi ads
compared to Q1 2020). The increase in the clean spread is mainly attributable

to growth in the electricity price in Estonia (+24.2 0 / MdoMipared to Q1 2020).

2pr of i

151 e aif M&M@T 2021d(+146a s G / MWh
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The CO:2 emission allowance component grew by 9.6 G / MWiompared to
Q1 2020.

Eesti Ener gi-a® su /CNOV@1 20214+18.7
Q1 2020). The oil shale cost component in CDS decreased by 4.1

U/ Moktpared to

compared to Q1 2020. The combined effect of the change in the CO2 emission

allowance and oil shale cost components was +5.5 0/ MWh .

Eesti Energias' carbon free spreads and Clean Dark Spreads’

u/ MWh relation to Estonian electricity price

2019 2020 2021
= Estonian average electricity price Clean Spread

a/ MWh

Clean Dark Spread

Source: Nord Pool, Eesti Energia

CO; emission allowance prices grew

The purpose of the EU Emissions Trading System is to reduce greenhouse gas
emissions in Europe by motivating energy producers to use less polluting raw
materials and invest in more efficient production technologies. A high CO:
1. mehr gi n whi CPE). r.em.ahi qs after fueJ

emission allowdnce price in combination with a low gas price has created a
situation in Europe where the cost price of electricity produced from gas is lower

than the cost price of electricity produced from oil shale or coal.

and



The higher the price of CO2 emission allowances, the higher the cost of
producing electricity from oil shale. The price of CO2 emission allowances has
a strong impact on the cost of electricity produced by the direct burning of oil
shale, particularly at our older production facilities whose carbon intensity is
higher. At the same time, a higher CO2 emission allowance price increases the

competitiveness of our renewable energy production units.

Pricesof CO,emi ssi on all owances, alt
50

40
30
20
10
0

2019 2020 2021
Source: Intercontinental Exchange

CO:2 emission allowance prices soared to record heights in Q1 2021: the
average price of CO2emission allowances was 37.6  [165% higher than a year
earlier (+14.8  ( /The)CO: allowance price moved from 33.7 0 / dt the

beginning of January to 42.6  @t/the end of the quarter.

The rise is mainly attributable to the fact that this year it is not possible to

redeemlasty ear 6s emi ssions with all owances

that have not purchased the allowances they need in advance have to purchase

them by the end of April.

Traders in the CO2 emission allowances market include not only producers
(CO2z emitters) but also an increasing number of speculators whose behaviour
is strongly influenced by public opinion of developments in the European

environmental policy.
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Even through last year greenhouse gas emissions decreased due to COVID-19
by nearly 14%, high speculative interest does not let the emission allowance

prices drop.
Crude oil and fuel oil prices increased year on year

A widely-traded oil product that is closest in nature to our shale oil is fuel oil with
1% sulphur content whose price depends mainly on that of Brent crude oil. A
rise in the prices of crude oil and fuel oil is positive for Eesti Energia because it

raises the price of our shale oil and thus increases our revenue.

Liquid fuels prices

USD/bbl al/t
100 520
80 gPnf 390
60 gl T ARG ek
260
40 e A
20 SV 130
O i - T - - T ! O
2019 2020 2021
— Brent crude (USD/bbl) Fuel oil 1%

Source: Platts

The average price of Brent crude oil was 61.3 USD/bbl in Q1 2021, which is
21% (+10.4 USD/bbl) higher than in Q1 2020. The price rose from 55.3 USD/bbl
inaninluaéthoaGIZ.Ze L(JjSD/PbrI]iri] Fsebruyarg %np §5.7 S%Dr/r?kp)l g1 rM?r%h's

In Q1 2020, the prices decreased sharply due to the oil price war between Saudi
Arabia and Russia and the economic impacts of COVID-19. By Q1 2021,
however, the prices of oil products had recovered to their pre-decline levels

thanks to a production restriction agreement reached by OPEC+.
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The prices of oil products and fuel oil trended similarly in Q1. The per i ® d 6

average price of fuel oil with 1% sulphur content was 331.9  [which is 10%
(+30.1  dhighej than in Q1 2020.

Average price Q12021 Q12020 |Q12019

Brent crude oil USD/bbl 61.3 50.8 63.8
Fuel oil 1% a/l 331.9 301.8 335.8
Euro exchange rate EUR/USD 1.2 11 1.1



Key events and highlights of Q1

Customer services

We sold customers long-term wind energy contracts of nearly 2 TWh

Companies wishing to reduce their environmental footprint are actively seeking
solutions across the Baltic region that would enable them to both consume
renewable energy and lower their electricity costs. We support green transition
by offering customers, among other options, an innovative solution: a long-term

wind energy contract.

Long-term wind energy purchase contracts allow customers to buy renewable
energy and to fix the electricity price for an extended period on favourable
terms. We have signed nearly a hundred contracts with large and medium-sized

companies in the Baltic region. Businesses that have opted for a long-term

partnership with us include Teli andEest.

Jalax. Renewable energy sold across the Baltics under the new contracts
amounts to nearly 2 TWh already, being comparable to the annual electricity
consumption of half a million Estonian households. The minimum term of a
long-term contract is five years and electricity supply under the new contracts
will begin in 2023.

Renewable energy
We acquired the wind energy company Raunistal

We consistently seek opportunities to increase the output and supply of
environmentally sustainable wind power. At the beginning of March, we

finalised a transaction by which our renewable energy company Enefit Green
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acquired the wind energy company Raunistal and is going to complete the

construction of the Purtse wind farm in Ida-Viru county.

The Purtse wind farm will have five wind turbines which will start producing
electricity in 2023. The combined capacity of the turbines will extend to nearly
20 MW and the wind farm will produce around 40 GWh of electricity per year.
We are soon going to announce the procurement of the wind turbines and will

continue with the construction of the wind farm at the end of this year.

Large-scale energy production
We helped meet high demand for electricity during cold winter weather

E_ne'fit Poa/vgr \(/)pierated,at fugceapsag[:it)l/ durilgg agcold s;yaell altD tgegb%gigr?ing gf g[he
year in order to help meet a major surge in demand. Our thermal power plants
near Narva were working at a capacity exceeding 1,000 MW at the time. The
plants have not had such a high load for nearly two years. Enefit Power did not
cover total electricity consumption in Estonia but mitigated the upsurge in
electricity prices during the period of high demand. When the outdoor
temperature is below zero, daytime electricity consumption in Estonia is around
1,400 MW, of which nearly 1,050 MW was covered by our controllable
production capacities. It should also be noted that around one eighth of the
electricity produced by Enefit Power in Q1 was renewable energy generated

from biomass.
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Network services

In the first three months of this year, we made connecting to the Enefit

high-speed internet network available to a record 8,240 addresses

In Q1, connecting to the Enefit high-speed internet network was made available

to a record number of addresses: 8,-240 households across Harju, Hiiu, L22ne
Viru, P2rnu, Rapla, Tartu and V»ru counties of which nearly 2,000 have signed
a contract with us. The network is now available to more than 25,000

households all over Estoni a. The Groupbs subsidiary Enefit Connect, which is

developing the high-speed internet network in all corners of Estonia, is planning

to increase the number of addresses able to connect to nearly 36,000 by the

year-end.

We are going to acquire Imatra Elekter

In the first half of March, we completed negotiations with the Finnish energy
group I matran Seudun S2hk° regarding a transaction by which our distribution
network operator Elektrilevi is going to acquire Imatra Elekter, which provides

energy services to 25,000 customers in Western Estonia and Viimsi.

The acquisition of both the distribution and the electricity business requires the
approval of the Estonian Competition Authority. If the permission for
concentration i s sshbhredtheoeedl ele@ricity Histributione v i 6
market in Estonia will increase to 95%. The merger of the two entities and full
integration of their systems will take two years, after which the price of the
distribution service will equalise. The customers of Imatra Elekter are currently
paying around 12% more, on average, in distribution network charges than the

customers of Elektrilevi.



Financial results
Revenue and EBITDA

Eesti Energia generated revenue of 297.3 million euros in Q1 2021. Revenue

grew by 31.1% (+70.6 million euros) year on year.

Group's sales revenue breakdo

+70.6 (+31.1%)
+53.9 +5.8 +0.3 +10.6 297

N
N
~

66
60
- 148
Sales [ ] [} [ ] Sales
revenue istri- revenues

Group's EBITDA breakdownandchange, mu
+22.6 (+45.5%)

v

+16.5 +4.6 (11.2) +12.8 72

© T W= .

EBITDA [ ] [ ] [ EBITDA

Q12020  Electricity ~ Distfi-  shale ol  Other Q12021
bution
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EBITDA amounted to 72.4 million euros, an increase of 45.5% (+22.7 million
euros) year on year. Net profit for the period was 26.5 million euros (+28.5

million euros).

Revenue grew across all product segments. All main product groups also
showed year on year growth in sales volume. Revenue growth was driven by
electricity sales revenue, which was supported by a larger sales volume,
considerably higher sales prices and gains on derivative transactions. The rise
in electricity distribution revenue is attributable to a larger sales volume. Shale
oil sales revenue grew but the positive effects of a higher sales price and a
larger sales volume were offset by a loss on derivative transactions. Revenue
from the sale of other products and services grew mainly through larger revenue

from the sale of natural gas.

Electricity EBITDA increased and shale oil EBITDA decreased primarily due to
the outcomes of derivative transactions. Electricity distribution EBITDA
improved, supported by a larger sales volume and lower fixed costs. EBITDA
on other products and services grew year on year through higher EBITDA on

heat and natural gas.



Share of electricity product in Group's

Eesti Energia Q1 2C sales revenue and EBITDA
50% 46%
% of revenue % of EBITDA
Electricity
Through the years, electricity has been one of the main sources of Eesti Average sales price of electricity

Energiabés revenue and profit. oWeveades o ddiren ecd otulped sl aarvgeersatg es hsaar leB6sth fig MiWwhe | sif Qell etz
from the sale of electricity in Q1 2021. whichwas 24.3% (+11. 0 G4/ MWh) hi gher than in Q1 20:

Electricity revenue The average sales price excludes the impact of derivative transactions. The

The sales price and sales volume of electricity increased compared with perioddés average sales price including
Q1 2020. As a result, electricity sales revenue grew by 57.2% to 148.0 million 5840/ MWh, which was 40.0% (+152020. 4/ MWh) hi
euros (+53.9 million euros). Derivative transactions yielded a gain of 5.6 million euros in Q1 2021 compared

with a loss of 7.7 million euros in Q1 2020.

Average sales price, G / MWh Electricity salesr evenue, mu Electricity sales volume, TWh
0 + . + 79 +53.9 (+57.2%

+%(+24.3m) g 87.7%) %48 +0.3 (+12.7%) 5

450 56.1 51.8 94 22 2.5
Average electricity sales NP Estonia average Q1 2020 Q1 2021 Q1 2020 Q1 2021
e S
price electricity price u Waste gate fees
= Q12020 ® Q12021 m Sales revenues (excl. waste gate fees) " Retail sales mWholesale sales

* Total average sales price of electricity product (including retail sales and wholesale). Average sales price excludes gain on derivatives and municipal waste gate fees













































































































