
CEZ Group
Debt Investor Presentation

November 2006



1

SUMMARY

1) CEZ overview and credit rating ratios
2) CEZ Financials
3) CEZ Strategy



2

1) CEZ overview and credit rating ratios
2) CEZ Financials
3) CEZ Strategy



3

CEZ Group in Bulgaria
(67% shares in 3 EDCs, 100% in TPP 
Varna )

electricity sales (TWh)*
market share
number of customers (million)
market share 
installed capacity (MW)
number of employees
sales (EUR million)*

7.9+2.7
41%+6%

1.9
42%

1,260
4,693+900

409+73

CEZ Group in Romania
(51% share in EDC Oltenia) 

electricity sales (TWh)
number of customers (million)
market share
installed capacity (MW)
number of employees
sales (EUR million)

4.1
1.36
17%

0
2,969

368

CEZ Group in Poland
(75% share in Skawina, 89% in Elcho)

electricity sales (TWh)
market share
installed capacity (MW)
market share
number of employees
sales (EUR million)

Target markets

CEZ GROUP IS A MAJOR PLAYER IN CENTRAL EUROPE

* Last figure relates to TPP Varna
Note:Exchange rate CZK/EUR = 29.0, CZK/PLN = 7.5

Source: CEZ, Distribution companies, national statistics

Trading office

CEZ Group in the Czech Republic

3.6
2.4%

830
2.3%

776
194

electricity sales (TWh)
number of customers (million)
market share
installed capacity (MW)
market share (MWh)
number of employees
sales (EUR million)

61.2
3.44
62%

12,298
72%

22,241
3,815

Asset positions
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Top 10 European power utilities 
Number of customers in Europe, million

36,7

30,0

26,0

23,0

19,7

9,7

7,0

5,8

5,5

6,6

Electrabel 10

EdF1

Enel2

E.ON3

Endesa4

RWE5

Iberdrola 6

PPC7

Vattenfall9

CEZ Group8

Source: Annual reports; Forbes; CEZ; data for 2005 or latest available

RWE

Electrabel

Iberdrola

UES

Centrica

CEZ Group

Vattenfall

EDF

E.ON

Enel

Top 10 European power utilities 
Market capitalization, USD bn, as of August 24, 2006

10
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13,0

31,3

31,5

32,8

51,3

54,7

88,2

104,8

22,0

20,1

CEZ HAS BECOME A MAJOR PLAYER IN EUROPE
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CEZ IS THE BIGGEST COMPANY AMONG THE NEW EU 
MEMBER STATES 

Market capitalization of top 15 companies among the new EU member states*
EUR billion

* As of September 18th, 2006; Source: Bloomberg
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32,9

30,7

28,8

26,7

22,2

21,1

19,9

17,7

40,1

CEZ GROUP IS ONE OF THE MOST PROFITABLE 
UTILITIES IN EUROPE AND WILL REMAIN SO 

EBITDA margin, 2005
Percent

PPC

ENEL

EdF

Endesa

Iberdola

Vattenfall

CEZ Group

E.ON

RWE

CEZ Group’s outstanding performance is 
driven by a generation portfolio which has 
potential for further improvements:

Coal Supply 
long term framework agreement until 2050 
for >90% of consumption
vary with electricity prices and inflation
volume secured for both current and 
new/refurbished plants 

Nuclear
operations approved until 2027 (Dukovany) 
and 2042 (Temelin)
further extension technically feasible and 
likely to be granted
Increased capacity of Dukovany (~5% or 
80 MW) and Temelin (~5% or 100 MW) 
after turbine rotor upgrades

Source: Annual reports; CEZ, Bloomberg

Past performance:

2004: 37.5%

2003: 35.3%
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3 760

2 687

1 934

3 916

CEZ GROUP HAS A VERY ATTRACTIVE LOW COST 
GENERATION FLEET AND SECURED LOW FUEL COSTS

Annual production of CEZ Group
TWh

59,562.161.4
54.152.250.8

2000 2001 2002 2003 2004

Share in power production in the Czech 
Republic Percentage

69% 70% 71% 74% 74%

CEZ Group generation capacity (2005)
MW

Hydro (river 
accumulation 
and pump storage)

Lignite off basin
and hard coal 
(peakload)

Lignite at lignite 
Basins (baseload)

Nuclear (baseload)

12,297 Completion of Temelín 
nuclear power plant 
2,000 MW3.4%

15.6%

39.5%

41.5%

100% of
generation

Utilization
2005

75%

12%

Source: CEZ

2005

60.0

72%

58%
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CEZ owns the 
largest Czech 
mining company 
(SD)
the 3 remaining 
coal mining 
companies are 
privately owned

the Czech 
transmission grid is 
owned and 
operated by CEPS, 
which is owned by 
the Czech state

CEZ IS A DOMINANT PLAYER IN ALL SECTORS OF THE 
CZECH ELECTRICITY MARKET

Lignite mining Generation Transmission Distribution Supply

CEZ

Others

5 out of 8 
distribution 
companies 

62% of customers

45%
22 million tons

55%
27 million tons

72%
60.0 TWh

28%
22.6 TWh

100%
62 TWh

56%
31.0 TWh

44%
25.0 TWh38% of customers

Source: CEZ, ERU

other competitors –
individual IPPs

other competitors –
E.ON, RWE/EnBW
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CEZ’S RATING COMPARED TO ITS COMPETITORS

Moody’s (A2, credit outlook „stable“)
- Moody’s has placed A2 credit rating of CEZ with 
stable outlook which reflects its strong operational 
cash flow and the expectation that it will remain the 
leading electric utility in Czech Republic

- Despite strong financial metrics, no upward
movement in the rating is expected in the
intermediate term due to the given high event risk 
associated with the ambitious M&A strategy

- „Moody’s medium support assumption will not be 
impacted by a potential reduction in state ownership, 
as long as CEZ remains at least 51% owned by the
Czech Ministry of Finance and the owner supports
CEZ’s international expansion strategy.“

S&P (A-, credit outlook „stable“)
- Standard & Poors upgraded CEZ’s credit rating to 

A- on October 2,2006 due to its strong financial
performance and strong financial profile.

- Standard & Poors expects the rating should
withstand a degree of increased business risk and
debt resulting from CEZ’s expansion strategy.

- Further rating improvement would require CEZ to 
maintain strong financial performance and establish a 
track record of successful integration of international
acquisitions.

Source: S&P, Moody’s  (17/10/06)
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CEZ AND PEER GROUP SECONDARY TRADING 
SPREADS ON BOND ISSUES

Source: Reuters  (18/10/06)

CEZ’s recent 
Eurobond issue (EUR 
500 mil., 7 years) met 
with strong investor 
demand, attracting 

nearly 2.1 billion euros 
of orders from 125 

investors 

The strong investor 
demand allowed CEZ 
to sell the issue at a 

tighter spread than the
initial guidance (41 bps 

vs 45 bps over mid 
swaps)
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11Source: Bloomberg, 17/10/06

STRONG CREDIT RATINGS
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CAPITAL STRUCTURE ANALYSIS
Despite growing indebtness CEZ will stay above targeted ratios

Source: CEZ

FFO/Total Debt

108,9% 114,9%

76,2% 69,0%
57,7%

47,1% 44,7%

0,0%
20,0%
40,0%
60,0%
80,0%

100,0%
120,0%
140,0%

2005 2006 2007 2008 2009 2010 2011

RCF/Total Debt

83,4% 81,8% 77,7% 77,0% 72,8% 70,6% 71,5%

20,0%

40,0%

60,0%

80,0%

100,0%

2005 2006 2007 2008 2009 2010 2011

Leverage

16,7% 17,8%

23,9%
27,2%

30,3%
33,4% 33,4%

0,0%

10,0%

20,0%

30,0%

40,0%

2005 2006 2007 2008 2009 2010 2011

Interest  coverage

16,3 17,4
20,1

17,3
15,0

11,7 10,5

0,0

5,0

10,0

15,0

20,0

25,0

2005 2006 2007 2008 2009 2010 2011

35 %

30 %

CEZ plans to increase its leverage
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45,5 44,6

35,9 36,0
18,6

21,6
32,9
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202,1191,3
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2005

as of 31. 3. 2006

ST liabilities

Deferred tax liability

Nuclear provision

LT liabilities excl.
provisions

Equity

mainly impact of 
current period profit

21,3 22,2

43,8 58,8

259,1 255,3
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as of 31. 12.
2005

as of 31. 3. 2006

Cu rre n t  A sse t s

Oth e r  n o n -c u rre n t
a sse t s

To ta l  p ro p e r t y ,
p l a n t  a n d
e q u i p m e n t

ASSETS
CZK bn

CEZ GROUP HAS A HEALTHY BALANCE SHEET

324.2 336.3

LIABILITIES
CZK bn

324.2 336.3

increase in cash and cash 
equivalents by CZK 7.8 bn,
in receivables by CZK 5.2 
bn, mainly unbilled supply to 
small customers of CEZ 
Prodej (CZK 3.1bn as a 
result of a higher electricity 
consumption)
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CEZ GROUP’S DEBT STRUCTURE

44 760

8 338

36 42217 929

6 780

7 230

1 558
11 264

EUR/USD/CZK Aggregate
value

EUR USD CZK EUR CZK

Source:CEZ, as of 30/06/2006

DEBT
CZK mil.

Long Term Debt

Total Long Term 
Debt + Bonds in CZK

Short Term Debt

Total Short Term 
Debt

Total Debt

EUR/CZK

* assuming CZK/EUR 28.495, CZK/USD 22.413
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CEZ GROUP’S DEBT STRUCTURE AFTER HEDGING

1 558

2 506

6 780

9 167

8 338

49 043

29 032

40 705

EUR USD CZK EUR CZK Aggregate
value

Source:CEZ, as of 30/06/2006

DEBT
CZK mil.

Long Term Debt

Total Long Term 
Debt + Bonds in CZK

Short Term Debt

Total Short Term 
Debt

Total Debt

EUR/USD/CZK EUR/CZK

CEZ’s foreign exchange 
exposure on its debt is 27 %

* assuming CZK/EUR 28.495, CZK/USD 22.413
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CEZ GROUP GENERATES LARGE OPERATING 
CASH-FLOW IN EXCESS OF INVESTMENT NEEDS

CZK billion

2006
CZK 1.3 bn – IT – CEZ Data, sro
CZK 1.1 bn - other

Other

Distribution and sales – domestic

2006
CZK 5.8 bn – ČEZ Distribuce, a.s.

Source:CEZ

Net cash provided by operating activities

Generation and trading 

2006
CZK 3.7 bn – lignite portfolio renewal
CZK 3.5 bn – nuclear power plants
CZK 2.2 bn – nuclear fuel and 
provisions
CZK 0.5 bn – capitalized interest
CZK 0.6 bn -other

Distribution and sales - foreign

2006
CZK 1.5 bn – Electrica Oltenia
CZK 2.1 bn – Bulgaria

Note: From 2004, data reflect s full consolidation of Severoceske doly; also the current structure of segments is 
applied from 2004 only

Mining

2006
CZK 2.0 bn –SD, a.s.

Out of that: Lignite portfolio 
renewal CAPEX
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CEZ GROUP HAS VERY STRONG FREE CASH-FLOW -
COMBINED WITH ADDITIONAL BORROWING CAPACITY 
WHICH CAN BE USED TO FINANCE INTERNATIONAL 
GROWTH BY UP TO EUR 6.0 BILLIONS

850

3 250
2 850

2 200

1 550 2 000

1 600

950

300400

2005 2006E 2007E 2008E 2009E

Free cash flow of CEZ Group (cumulative)
EUR million

CEZ Group can finance 
foreign acquisitions 
in the next 3-5 years 
from free cash flow up to 
EUR 6 billion (under
assumption of 2.5 x 
higher EBITDA)
without impacting
dividend payments

(40% - 50% pay out
ratio)

budgeted CAPEX

Source: CEZ

~ 4,000 6,000

Debt 
Capacity

Total 
available

Free Cash for acquisitions
Free Cash for acquisitions net of 
executed/committed transactions
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NUCLEAR PROVISIONS

Asset capitalization

Interim storage
of spent fuel

Dukovany
decommissioning

Temelín
decommissioning

Final storage
of nuclear waste

CZK 78.9 bn

Current price level estimates 
the outflows occur at different points in timePresent value

CZK 35.9 bn
as stated in BS at 
December 31, 2005

Annual increase by 4.5%
(discount rate 2.5% + estimated 
inflation effect  2.0%)

Discounted by 2.5%
real discount rate 7.4

13.7

15.6

42.2

2005

Annual decrease by Cash 
Payment for final storage
(50 CZK/MWh)

Source: CEZ, as of 2005
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POWER MARKET LEADER

(2007-20)(2004-08) 

Performance oriented culture

TO ACHIEVE IT’S VISION CEZ GROUP HAS LAUNCHED 
FOUR KEY STRATEGIC INITIATIVES

(2004-10)

Plant 
portfolio 

development

Integration and 
operational 
excellence

M&A 
expansion

IN CENTRAL AND SOUTHEASTERN EUROPE

TO BE A

Source: CEZ
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Distribution company 5

Distribution company 4

Distribution company 3

Distribution company 2

WITHIN THE PROJECT “VISION 2008” CEZ GROUP WILL 
REORGANIZE ITSELF INTO A TRANSPARENT HOLDING 
STRUCTURE …

CEZ Prodej
sales

CEZ Distribuce
distribution

Project
“Vision 2008”

Main objectives
restructure CEZ Group into an 
integrated, functionally driven 
organization
implement all synergies 
and operational improvements
meet all requirements 
of unbundling
improve margins, minimize risks
develop “Business excellence” 
to be replicated in foreign 
subsidiaries

CEZ Group
Generation
Wholesale trading

CEZ
Generation
Wholesale trading
Sales

Distribution company 1
wholesale trading/ 
sourcing
sales
distribution
support functions

Support functions
IT/Telco
procurement and 
logistics
metering
…

Source: CEZ
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* Costs savings compared to 2003 

Gross costs saving* in 2004-08
EUR million

Key contributions
processes unification
best practice
headcount reduction 
centralized procurement

76

95

61

28

258

-2

∆ 2004 Cumulative∆ 2008∆ 2007∆ 2006∆ 2005

… AND ACHIEVE ALMOST EUR 100 MILLION IN ANNUAL 
SAVINGS

total annual cost savings 
related to the “Vision 2008” 
project are to reach CZK 
2.9 bn by 2008, i.e. ~10% of 
2004 operating costs in the 
supply and distribution 
segment (excluding 
purchased electricity)

Source: CEZ
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Coal Nuclear Gas

Environ-
mental 
impact

Competitive 
advantages

Risks/ 
constraints

acceptable emissions 
if modern technology 
adopted

low cost of domestic 
lignite

lignite availability
CO2 regulation/price

Cornerstone 
of the future CEZ 
plant fleet

no emissions
nuclear risk

politically acceptable 
in Czech Republic

high up-front 
investment

Complement to 
lignite for baseload 
generation

low emissions

flexibility, relatively 
low investment cost 

high/volatile gas price

Potentially source 
of flexible power

Renewables

limited/no emissions
no resources
depletion

public support

subsidy scheme not 
stable

Complementary role 
(e.g. combined 
combustion of coal 
and biomass)

CEZ INTENDS TO BUILD ITS FUTURE PLANT FLEET 
MAINLY AROUND MODERN TECHNOLOGY LIGNITE 
PLANTS

Source: CEZ
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Capacity 
MW

Retrofits New plantsExisting plants

Current limits

Retrofits

Existing plants

Removal of mining limits

CEZ HAS FINALIZED PLANS FOR LIGNITE PLANTS 
RENEWAL AND IS DEVELOPING STRATEGY TO EXPAND 
ITS CAPACITY IN OTHER FUELS

CEZ can only maintain 
existing capacity untill
2035
other fuels considered to 
grow capacity

Source: CEZ
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2008-15:  Main Assets 
Renewal Period

CAPEX FOR LIGNITE PLANTS RENEWAL WILL REACH 
CZK 125BN* AND BRING 14-25% EFFICIENCY UPLIFT

Expected CAPEX – conservative scenario 

Project overview
Highly efficient and 
environmentally friendly
Highly profitable 
Secured fuel – low risk 

Retrofits
Gross efficiency improvement 
from 36% to 41%
Less CO2 production

Tušimice II 4 x 200 MW
Prunéřov II 4 x 200 MW
Počerady 3 x 200 MW

New units
Gross efficiency 45%
Less CO2 production

Počerady 1 x 660 MW
Ledvice 1 x 660 MW

Source: CEZ
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2005 2007 2009 2011 2013 2015 2017 2019

* Estimate, inflation adjusted 

CZK bn
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Existing acquisitions

Opportunities

Central Europe

Realized acquisitions
Bulgaria (distribution) – 1.9 million cust.
Romania (distribution) – 1.4 million
Poland (generation) – 810 MW
Bulgaria (generation) – 1,260 MW

On-going acquisitions
Ukraine (distribution) – 2.6 million customers
-pending

Other opportunities
Romania (generation) – 4,240 MW
Romania (distribution) – 3.3 million customers
Rep. Srpska, Bosnia (brown field generation) 
~ 660 MW (Gacko only) – pending feasibility
studies
Kosovo (green field generation) – monitoring 
Serbia (brown field generation) – monitoring
Russia (green field generation) – monitoring

Southeastern 
Europe

Source: CEZ

CEZ GROUP AIMS TO GROW BOTH IN GENERATION 
AND DISTRIBUTION/SUPPLY
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thorough knowledge of the region through close cultural / historical ties and electricity 
industry transformation experience
first-hand experience in constantly changing power markets
foreign assets aquired before Western utilities entered massively the market and 
purchased market share at a higher price

… AND IS BEST POSITIONED TO SUCCEED

Source: CEZ
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FIXED INCOME INVESTOR RELATIONS CONTACTS

Jan Hajek
Corporate Finance Department
Fixed Income Investor Relations

Phone:+420 211 042 687
Fax: +420 211 042 040
email: jan.hajek@cez.cz

Bronislav Cerny
Corporate Finance Department
Shares and dividends administration

Phone:+420 211 042 609
Fax: +420 211 042 040
email: bronislav.cerny@cez.cz

CEZ, a. s.
Duhova 2/1444
14 053 Praha 4
Czech Republic

www.cez.cz


