INDEPENDENT AUDITOR'S REPORT

To the Board of Directors and the Supervisory Board of CEZ, a. s.:

We have audited the accompanying financial statements of CEZ, a. s., which comprise the
balance sheet as at December 31, 2007, and the income statement, statement of changes in
equity and cash flow statement for the year then ended, and a summary of significant
accounting policies and other explanatory notes. For details on CEZ, a. s., see Note 1 to the
financial statements.

Management's Responsibility for the Financial Statements

Board of Directors of CEZ, a. s. is responsible for the preparation and fair presentation of
these financial statements in accordance with International Financial Reporting Standards, as
adopted by the EU. This responsibility includes designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies and making accounting estimates that are reasonable in the
circumstances.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with the Act on Auditors, International Standards on
Auditing and implementation guidance of the Chamber of Auditors of the Czech Republic.
Those standards require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.



Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial
position of CEZ, a.s. as at December 31, 2007 and its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards,
as adopted by the EU.

Ernst & Young Audit & Advisory, s.r.0., ¢len koncernu
License No. 401
Represented by partner

Josef Pivonka

Auditor, License No. 1963

February 25, 2008
Prague, Czech Republic



BALANCE SHEET
in accordance with IFRS
December 31, 2007
(in CZK Millions)

CEZ, a.s.

Duhova 2/1444

Praha 4
IC: 452 74 649
Note current year prior year

ASSETS 312,654 303,124
Fixed assets 280,667 268,127
Property, plant and equipment 171,494 169,581
Plant in service 293,914 293,238
Less accumulated provision for depreciation 149,989 142,016
Net plant in service 4. 143,925 151,222
Nuclear fuel, at amortized cost 6,955 7,343
Construction work in progress 20,614 11,016
Other non-current assets 109,173 98,546
Investments and other financial assets, net 5. 108,169 97,661
Intangible assets, net 6. 1,004 885
Current assets 31,987 34,997
Cash and cash equivalents 7. 1,844 15,551
Receivables, net 8. 15,273 9,670
Materials and supplies, net 2,705 2,611
Fossil fuel stock 543 865
Emission rights 9. 2 7
Other financial assets, net 10. 7,999 5,524
Other current assets 11. 3,621 769
EQUITY AND LIABILITIES 312,654 303,124
Equity 12. 149,448 182,236
Stated capital 59,221 59,221
Treasury shares -55,972 -1,943
Retained earnings and other reserves 146,199 124,958
Long-term liabilities 91,319 72,650
Long-term debt, net of current portion 13. 51,839 36,051
Accumulated provision for nuclear decommissioning and fuel storage 16. 38,997 36,503
Other long-term liabilities 483 96
Deferred tax liability 24. 11,557 13,471
Current liabilities 60,330 34,767

Short-term loans 11,821
Current portion of long-term debt 3,235 5,820
Trade and other payables 17. 38,398 21,059
Income tax payable 3,683 4,193
Accrued liabilities 18. 3,193 3,695

") Comparative information has been restated due to the merger of CEZ, a. s. and regional distribution

companies (see Note 3).

Date:
25.2.2008

Signature of accounting unit’s statutory body:

Person responsible
for accounting:

Martin Novak

Person responsible for
financial statements:

Ivan Viktora




STATEMENT OF INCOME

in accordance with IFRS
December 31, 2007
(in CZK Millions)

CEZ, a.s.
Duhova 2/1444
Praha 4
IC: 45274649
Note current period prior year period "
Revenues 19. 101,155 88,289
Sales of electricity 95,410 83,199
Gains and losses from electricity derivative trading, net 2,583 (134)
Heat sales and other revenues 3,162 5,224
Operating expenses (64,647) (58,505)
Fuel (17,829) (15,010)
Purchased power and related services (17,700) (15,510)
Repair and maintenance (3,375) (4,287)
Depreciation and amortization (12,339) (13,559)
Salaries and wages 20. (6,007) (5,955)
Materials and supplies (1,704) (2,163)
Emission rights, net 9. 794 3,078
Other operating expenses 21. (6,487) (5,099)
Income before other income (expenses) and income taxes 36,508 29,784
Other income (expenses) 479 (1,901)
Interest on debt, net of capitalized interest (1,968) (1,737)
Interest on nuclear and other provisions 16. (1,643) (1,606)
Interest income 22. 756 472
Foreign exchange rate gains (losses), net (465) 1,264
Gain (loss) on sale of subsidiaries 266 272
Other income (expenses), net 23. 3,533 (566)
Income before income taxes 36,987 27,883
Income taxes 24. (5,715) (5,932)
Net income 31,272 21,951

‘) Comparative information has been restated due to the merger of CEZ, a. s. and regional distribution companies (see Note 3).

Date:

25.2.2008

Signature of accounting unit’s statutory body:

Person responsible
for accounting:

Martin Novak

Person responsible for
financial statements:

lvan Viktora




STATEMENT OF CHANGES IN EQUITY

in accordance with IFRS
December 31, 2007

(in CZK Millions)

CEZ, a.s.
Duhova 2/1444
Praha 4
IC: 452 74 649
Stated Capital Treasury shares Fair V;I::e?:somer Retained Earnings Total Equity
December 31, 2005, as previously reported 59,221 (984) 613 115,426 174,276
Effect of merger (note 3) (24) (5,016) (5,040)
January 1, 2006, as restated 59,221 (984) 589 110,410 169,236
Change in fair value of cash flow hedges
recognized in equity 315 315
Cash flow hedges removed from equity 181 181
Change in fair value of available-for-sale
financial assets recognized in equity 278 278
Available-for-sale financial assets removed
from equity 32 32
Other movements (2 (2)
Gain and loss recorded directly to equity o o 806 (2) 804
Net income 21,951 21,951
Total gains and losses - - 806 21,949 22,755
Dividends declared (8,852) (8,852)
Acquisition of treasury shares (1,273) (1,273)
Sale of treasury shares 314 (179) 135
Transfer of exercised and forfeited share
options within equity (240) 240 B
Share options 235 235
December 31, 2006 59,221 (1,943) 1,390 123,568 182,236
Change in fair value of cash flow hedges
recognized in equity 2,239 2,239
Cash flow hedges removed from equity 35 35
Change in fair value of available-for-sale
financial assets recognized in equity (56) (56)
Available-for-sale financial assets removed
from equity (270) (270)
Gain and loss recorded directly to equity o o 1,948 o 1,948
Net income 31,272 31,272
Total gains and losses - - 1,948 31,272 33,220
Dividends declared (11,780) (11,780)
Acquisition of treasury shares (54,397) (54,397)
Sale of treasury shares 368 (244) 124
Transfer of exercised and forfeited share
options within equity (90) 90 "
Share options 45 45
December 31, 2007 59,221 (55,972) 3,293 142,906 149,448

‘) Comparative information has been restated due to the merger of CEZ, a. s. and regional distribution companies (see Note 3).

Date:

25.2.2008

Signature of accounting unit’s statutory body:

Person responsible
for accounting:

Martin Novak

Person responsible for
financial statements:

lvan Viktora




CASH FLOW STATEMENT
in accordance with IFRS
December 31, 2007
(in CZK Millions)

CEZ, a.s.
Duhova 2/1444
Praha 4

IC: 45274 649

current period

prior year period 9

Operating activities:

Income before income taxes 36,987 27,883
Adjustments to reconcile income before income taxes to net cash provided by
operating activities:
Depreciation, amortization and asset write-offs 12,376 13,578
Amortization of nuclear fuel 2,930 3,151
(Gain) loss on fixed assets retirements, net (584) (485)
Foreign exchange rate losses (gains), net 465 (1,264)
Interest expense, interest income and dividends income, net (2,121) (364)
Provision for nuclear decommissioning and fuel storage 683 97
Valuation allowances, other provisions and other adjustments (35) 1,864
Changes in assets and liabilities:
Receivables (5,851) (2,146)
Materials and supplies (126) 128
Fossil fuel stocks 321 (135)
Other current assets (5,394) (2,627)
Trade and other payables 13,758 1,527
Accrued liabilities (144) 505
Cash generated from operations 53,265 41,712
Income taxes paid (8,612) (1,365)
Interest paid, net of capitalized interest (1,496) (1,530)
Interest received 726 406
Dividends received 3,412 1,550
Net cash provided by operating activities 47,295 40,773
Investing activities:
Acquisition of subsidiaries and associates (2,651) (21,291)
Proceeds from disposal of subsidiaries and associates 1,600 3,342
Additions to property, plant and equipment and other non-current assets (16,869) (10,767)
Loans made (6,711) (511)
Proceeds from sales of fixed assets 927 1,390
Repayments of loans 1,009 160
Change in decommissioning and other restricted funds (3,291) (324)
Total cash used in investing activities (25,986) (28,001)




current period

prior year period 9

Financing activities:

Proceeds from borrowings 59,479 43,083
Payments of borrowings (33,490) (37,247)
Payments of other long-term liabilities (96) (97)
Change in payables/receivables from group cashpooling 5,325 7,948
Dividends paid (11,694) (8,836)
(Acquisition) sale of treasury shares (54,443) (5,750)

Total cash provided by (used in) financing activities (34,919) (899)
Net effect of currency translation in cash (97) (506)

Net increase (decrease) in cash and cash equivalents (13,707) 11,367

Cash and cash equivalents at beginning of period 15,551 4,184

Cash and cash equivalents at end of period 1,844 15,551

‘) Comparative information has been restated due to the merger of CEZ, a. s. and regional distribution companies (see Note 3).
Supplementary cash flow information:
Total cash paid for interest 2,219 2,057

Date:

25.2.2008

Signature of accounting unit’s statutory body:

Person responsible
for accounting:

Martin Novak

Person responsible for
financial statements:

lvan Viktora




Deferred income tax liability, net, at December 31, 2007 and 2006 was calculated as follows (in CZK
millions):

2007 2006

Accumulated provision for nuclear

decommissioning and spent fuel storage 6,344 7,489
Allowances 71 115
Other temporary differences 28 50

Total deferred tax assets 6,443 7,654
Tax depreciation in excess of financial statement

depreciation 16,782 20,337
Other provisions 379 436
Penalty receivables 16 3
Deferred tax recognized in equity 770 296
Other temporary differences 53 53

Total deferred tax liability 18,000 21,125

Total deferred tax liability, net 11,557 13,471

In 2007 and 2006 the Company charged deferred tax of CZK 474 million and CZK 258 million,
respectively, directly to equity.
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25. Related Parties

The Company purchases products from related parties in the ordinary course of business.
At December 31, 2007 and 2006, the receivables from related parties and payables to related parties

are as follows (in CZK millions):

Subsidiaries and associates:

Company
Direct control:

CEZ Bulgaria EAD

CEZ Deutschland GmbH
CEZ FINANCE B.V.

CEZ Romania S.R.L.

Coal Energy, a.s.

CEZ Distribuce, a. s.

CEZ Distribuéni sluzby, s.r.o.
CEZ Logistika, s.r.o.

CEZ Méfeni, s.r.o.

CEZ Obnovitelné zdroje, s.r.o.
CEZ Prodej, s.r.o.

CEZ Sprava majetku, s.r.o.
CEZ Z&kaznické sluzby, s.r.o.
CEZData, s.r.o.

CEZnet, a.s.

| & C Energo a.s.

NERS d.o.o.

Severoceské doly a.s.
SKODA PRAHA as.
Teplarenska, a.s.

Ustav jaderného vyzkumu Rez a.s.

Other

Total — direct control

Indirect control:

Elektrocieptownia Chorzéw ELCHO
sp. z 0.0.
Elektrownia Skawina S.A.

SKODA PRAHA Invest s.r.o.
Other

Total — indirect control

Total

Receivables Payables

2007 2006 2007 2006
200 60 - -
111 83 - -
- 9 10,606 14,707
154 46 - -
175 394 29 2
83 87 4,646 3,499
6 81 1,788 1
2 1 536 2
4 6 511 304
1 47 114 64
1,260 1,200 3,471 2,820
365 133 199 153
3 5 488 257
1,027 1,376 328 717
1 5 1,088 39
1 2 97 146
107 - - -
- 10 7,449 478
- - 412 78
- - 174 -
3 - 76 189
167 142 76 138
3,670 3,687 32,088 23,594
5,457 3 - -
301 - 59 -
17 - 105 101
- - 13 26
5,775 3 177 127
9,445 3,690 32,265 23,721
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Other related parties:

Company

CEPS, a.s.

Ceské drahy, a.s.

Ministry of Finance of the Czech
Republic

Total

Receivables Payables
2007 2006 2007 2006
164 172 18 50
- 2 2 170
2,012 2,854 - -
2,176 3,028 20 220

The following table provides the total amount of transactions (sales and purchases, including VAT),
which have been entered into with related parties for the relevant financial year (in CZK millions):

Subsidiaries and associates:

Company
Direct control:

CEZ Bulgaria EAD

CEZ Deutschland GmbH
CEZ Romania S.R.L.

Coal Energy, a.s.

CEZ Distribuce, a. s.

CEZ Distribuéni sluzby, s.r.o.

CEZ ENERGOSERVIS spol. s r.o.

CEZ Logistika, s.r.o.

CEZ Méfeni, s.r.o.

CEZ Obnovitelné zdroje, s.r.o.
CEZ Prodej, s.r.o.

CEZ Sprava majetku, s.r.o.
CEZ Zakaznické sluzby, s.r.o.
CEZData, s.r.0.

CEZnet, a.s.

Energetické opravny, a.s.

| & C Energo a.s.

Knauf Pocerady, spol. s r.o.
LOMY MORINA spol. s r.o.
OSC, as.

Severoceské doly a.s.
SKODA PRAHA as.

Ustav jaderného vyzkumu Rez a.s.

Other
Total — direct control

Indirect control:

Elektrocieptownia Chorzéw ELCHO

sp. z 0.0.
Elektrownia Skawina S.A.

SKODA PRAHA Invest s.r.0.
Other

Total — indirect control

Total

Purchases from related

Sales to related parties parties

2007 2006 2007 2006
286 112 - -
1,331 844 - -
125 47 - -
2,229 4,623 465 24
652 2,451 86 99
55 294 1 4
7 8 268 248
322 19 - 118
202 201 3 -
10 13 266 68
46,859 44,722 1,660 3,455
92 139 696 404
160 77 7 3
75 391 1,533 1,755
336 31 480 424
9 19 304 501
38 26 685 795
70 120 11 -
6 - 155 151
9 - 197 -
1,557 1,046 7,587 6,380
1 3 1,310 219
6 1 321 370
71 53 339 273
54,508 55,240 16,374 15,291
6 3 125 -
311 - 1,330 -
17 - 5,051 823
- 1 100 128
334 4 6,606 951
54,842 55,244 22,980 16,242




Other related parties:

Purchases from related

Sales to related parties parties
Company 2007 2006 2007 2006
CEPS, a.s. 7,311 7,459 836 1,743
Ceské drahy, a.s. 1 15 1,798 1,504
Other - 2 9 2
Total 7,312 7,476 2,643 3,249

In 2007 and 2006 the Company made non monetary contributions to several subsidiaries (see Note 5.1
for description of contributions and Notes 4 and 6 for amounts of contributed assets).

The Company granted loans to related parties (see Note 5.3).

The Company and some of its subsidiaries are included in the system of cash-pooling. The balance
payable to subsidiaries under the scheme is included in Trade and other payables (see Note 17) and
the individual balances in the table of payables above.

26. Segment Information
The Company is involved in the generation and sale of electricity and trading in electricity and operates

mainly the European Union markets. The Company has not identified any other separate industry or
geographical segments.

27. Earnings per Share

2007 2006
Numerator (CZK millions)
Basic and diluted:
Net profit 31,272 21,951
Denominator (thousands shares)
Basic:
Weighted average shares outstanding 569,981 589,329
Dilutive effect of share options 1,933 2,882
Diluted:
Adjusted weighted average shares 571,914 592,211
Net income per share (CZK per share)
Basic 54.9 37.2
Diluted 54.7 37.1

28. Commitment and Contingencies

Investment Program

The Company is engaged in a continuous construction program, currently estimated as at December
31, 2007 to total CZK 108.6 billion over the next five years, as follows: CZK 21.9 billion in 2008, CZK
19.7 billion in 2009, CZK 23.4 billion in 2010, CZK 24.6 billion in 2011 and CZK 19.0 billion in 2012.
These figures do not include the expected acquisitions of subsidiaries and associates, which will
depend on the number of future investment opportunities, for which the Company will be a successful
bidder and also considering the recoverability of these investments.
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The construction programs are subject to periodic reviews and actual construction may vary from the
above estimates. At December 31, 2007 significant purchase commitments were outstanding in
connection with the construction program.

Insurance Matters

The Nuclear Act sets limits for liabilities for nuclear damages by the operator of nuclear
installations/licenses. The Nuclear Act provides that operators of nuclear facilities are liable for up to
CZK 6 billion per incident. The Nuclear Act limits the liability for damage caused by other activities
(such as transportation) to CZK 1.5 billion. The Nuclear Act also requires an operator/licensee to
insure its liability connected with the operation of a nuclear power plant up to a minimum of CZK 1.5
billion and up to a minimum of CZK 200 million for other activities (such as transportation). The
Company has obtained all insurance policies with minimal limits as required by the law. The Company
concluded mentioned insurance policies with the Czech nuclear pool, a group of insurance
companies.

The Company also maintains the insurance policies covering the assets of its fossil, hydro and nuclear
power plants general third party liability insurance in connection with main operations of the Company.

29. Events after the Balance Sheet Date

In January 2008 the Board of Directors of the Company approved the intentiton to merge with its
subsidiary Energetika Vitkovice, a.s. with the succeeding company being CEZ, a. s.

In January 2008 the Company acquired a 7% share in MOL. At the same moment the Company
granted to MOL a call option, which enables MOL to reacquire the shares in the following 3 years for the
price HUF 20,000 per share. The amount paid to MOL after deduction of option premium received was
EUR 560 million. The purchase was financed through a new loan in the total amount of EUR 600
million. The transaction was carried out through its newly established Dutch subsidiary CEZ MH B.V.
Within the scope of cooperation the Company together with MOL also wishes to establish 50-50% joint-
ventures in order to pursue jointly business opportunities and develop projects in the business of gas-
fired power and heat plants in Central and South-Eastern Europe.

Prepared on: Signature of accounting unit’s |Person responsible Person responsible for
statutory body: for accounting: the financial statements:
February 25, 2008 Martin Novak Ivan Viktora
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