BASEPROSPECTUS

CEZ, a. s.
(incorporated with limited liability in the Czech Republic)

€8,000,000,000
Euro Medium Term Note Programme

Under this €8,000,000,000 Euro Medium Term Note Programme (the “Programme”), CEZ, a. s. (the “Issuer” or “CEZ”) may from
time to time issue notes (the “Notes”) denominated in any currency agreed betweenthe Issuer and the relevant Dealer (as defined
below). The maximum aggregate nominal amount of all Notes from time to time outstanding under the Programme is specified
under “Overviewofthe Programme— Programme Size” and will not exceed €8,000,000,000 (or its equivalent in other currencies
calculated as described in the Amended and Restated Programme Agreement described herein), subject to any increase as
described herein.

The Notes may be issued ona continuing basis to one or more ofthe Dealers specified under “Overview of the Programme” and
any additional Dealer appointed under the Programme from time to time by the Issuer (each a “Dealer” and together the
“Dealers”), which appointment may be for a specific issue or on an ongoing basis. References in this Base Prospectus to the
“relevant Dealer” shall, in the case ofan issueof Notes being (or intended to be) subscribed by more than one Dealer, be to all
Dealers agreeing to subscribe such Notes.

An investment in Notes issued under the Programme involves certain risks. For a discussion of these risks see “Risk
Factors”.

Applicationhas been made to the Commissionde Surveillance du Secteur Financier (the “CSSF”) in its capacity as competent
authority underthe Luxembourg Actdated July 10,2005 on prospectuses for securities (the “Prospectus Act2005”) to approve this
documentas a base prospectus. By approving this Base Prospectus, the CSSF assumes no responsibility for the economic and
financial soundness of the transactions contemplated by this Base Prospectus or the quality orsolvency ofthe Issuerin accordance
with Article 7(7) of the Prospectus Act 2005. Application has also been madeto the Luxembourg Stock Exchange for Notes issued
under the Programme to be admitted to trading on the Luxembourg Stock Exchange’s regulated market and to be listed on the
Official List ofthe Luxembourg Stock Exchange. The Programme provides that Notes may be listed oradmitted to trading, as the
case may be, on suchotheror further stock exchanges or markets as may be agreed between the Issuerandthe relevant Dealer. The
Issuer may also issue unlisted Notes and/or Notes not admitted to trading on any market.
References in this Base Prospectus to Notes being “listed” (and all related references) shall mean that such Notes have been
admitted to trading on the Luxembourg Stock Exchange’s regulated market and have been admitted to the Official List of the
Luxembourg Stock Exchange. The Luxembourg Stock Exchange’s regulated market is a regulated market for the purposes of the
Markets in Financial Instruments Directive (Directive 2004/39/EC), as amended.
The requirement to publish a prospectus under the Prospectus Directive only applies to Notes which are to be admitted to trad ing
on aregulated market in the European Economic Area and/or offered to the public in the European Economic Area, other than in
circumstances where an exemption is available under Article 3.2 of the Prospectus Directive (as implemented in the relevant
Member State(s)). References in this Base Prospectus to “Exempt Notes” are to Notes which are neither to be admitted to trading
on aregulated market forthe purposes ofthe Markets in Financial Instruments Directive (Directive 2004/39/EC), as amended, in
the European Economic Area nor offered in the European Economic Area in circumstances where a prospectus is required to be
published under the Prospectus Directive. The CSSF has neither approved nor reviewed information contained in this Base
Prospectus in connection with Exempt Notes.
Notice ofthe aggregate nominalamount of Notes, interest (ifany) payable in respect of Notes, the issue price of Notes and certain
other information which is applicable to each Tranche (as defined under “Terms and Conditions ofthe Notes”) of Notes will (other
than in the case of Exempt Notes, as defined above) be set out in a final terms document (the “Final Terms”) which will be filed
with the CSSF. Copies of Final Terms in relation to Notes to be listed onthe Luxembourg Stock Exchange will also be published
on the websiteofthe Luxembourg Stock Exchange (www.bourse.lu). In the case of Exempt Notes, notice of the aggregate nominal
amount of Notes, interest (ifany) payable in respectof such Exempt Notes, theissue price of such Exempt Notes and certain other
information which is applicable to each Tranche of such Exempt Notes will be set out in a pricing supplement document (the
“Pricing Supplement™).
The Issuerhas beenrated A- (stable outlook) by Standard & Poor’s Credit Market Services Europe Limited ("Standard & Poor's")
and Baal (stable outlook) by Moody’s Investors Service Ltd. ("Moody's"). The Programme has been rated A- by Standard &
Poor’s and Baalby Moody’s. Each of Standard & Poor’s and Moody’s is established in the European Union and is registered
under the Regulation (EC) No. 1060/2009 (as amended) (the “CRARegulation”). As sucheach of Standard & Poor’s and Moody’s
is included in the list of credit rating agencies published by the European Securities and Markets Authority ("ESMA") on its
website (https:/AMww.esma.europa.eu/supervision/credit-rating-agencies/risk) in accordance with the CRA Regulation. Notes
issuedundertheProgramme may be rated or unrated by either of the ratingagencies referred to above. Where a Tranch e of Notes
is rated, such rating will be disclosed in the Final Terms (or Pricing Supplement, in the case of Exempt Notes) and will not
necessarily be the same as the rating assigned to the Programme by the relevant rating agency. A security rating is not a
recommendation to buy, sell or hold securities and may be subject to suspension, reduction or withdrawal at any time by the
assigning rating agency.
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IMPORTANT INFORMATION

This Base Prospectus comprises a base prospectus in respect of all Notes, other than Exempt Notes,
issuedunder the Programme for the purposes of Article 5.4 of the Prospectus Directive. “Prospectus Directive”
means Directive 2003/71/EC (as amended, including by Directive 2010/73/EU), and includes any relevant
implementing measure in a relevant Member State of the European Economic Area. Application has been made
to the Commission de Surveillance du Secteur Financier for this document to be approved as such a base
prospectus. The Issuer, having made all reasonable enquiries confirms that this Base Prospectus contains all
information regarding the Issuer, the Issuer and its subsidiaries taken as a whole (the “CEZ Group”), the
electricity industry in the Czech Republic and the Notes which is (in the context of the issue of the Notes)
material; that such information is true and accurate in all material respects and is not misleading in any
material respect; that any opinions, estimates, or intentions expressed in this Base Prospectus on the part of the
Issuer are honestly heldor made and are not misleading inany material respect; that this Base Prospectus does
not omit to state any material fact necessary to make such information, opinions, estimates or intentions (insuch
context) not misleading inany material respect; that this Base Prospectus does not contain any untrue statement
of a material fact or omit to state any material fact necessary to make the statements in this Base Prospectus, in
the light of the circumstances under which they were made, not misleading; and that all proper enquiries hawe
been made to ascertain and to \erify the foregoing.

Without prejudice to the foregoing, the Issuer accepts responsibility for the information containedin
this Base Prospectus and the Final Terms for each Tranche of Notes issued under the Programme. The
information contained in this Base Prospectus is in accordance with the facts and does not omit anything likely
to affect the import of such information. The obligations of the Issuer are not in any way guaranteed by, or
otherwise backed by the credit of, the Czech Republic or any agency, ministry or political subdivision thereof.

This Base Prospectus is to be read in conjunction with all documents which are deemed to be
incorporated herein by reference (see““Documents Incorporated by Reference”). This Base Prospectus shall be
read and construed on the basis that such documents are incorporated by reference and form part of this Base
Prospectus.

The Dealers hawe not independently \erified the information contained herein. Accordingly, no
representation, warranty or undertaking, express or implied, is made and no responsibility or liability is
accepted by the Dealers as to the accuracy or completeness of the information contained or incorporated by
reference in this Base Prospectus or any other information provided by the Issuer in connection with the
Programme. No Dealer accepts any liability in relation to the information contained or incorporated by
reference in this Base Prospectus or any other information provided by the Issuer in connection with the
Programme.

Nothing contained in this Base Prospectus is or should be relied upon as a promise or representation of
future results or events. No person is or has been authorized by the Issuer to give any information or to make
any representation not contained in or not consistent with this Base Prospectus or any other information
supplied in connection with the Programme or the Notes and, if given or made, such information or
representation must not be relied upon as having been authorized by the Issuer or any of the Dealers.

Neither this Base Prospectus nor any other information supplied in connection with the Programme or
any Notes (a) is intended to provide the basis of any credit or other evaluation or (b) should be consideredas a
recommendation by the Issuer or any of the Dealers that any recipient of this Base Prospectus or any other
information supplied in connection with the Programme or any Notes should purchase any Notes. Each investor
contemplating purchasing any Notes should make its own independent investigation of the financial condition
and affairs, and its own appraisal of the creditworthiness, of the Issuer. Neither this Base Prospectus nor any
other information supplied in connection with the Programme or the issue of any Notes constitutes an offer or
invitation by or on behalf of the Issuer or any of the Dealers to any person to subscribe for or to purchase any
Notes.

Neither the delivery of this Base Prospectus nor the offering, sale or delivery of any Notes shall in any
circumstances imply that the information contained herein concerning the Issuer is correct at any time
subsequent to the date hereof or that any other information supplied in connection with the Programme is



correct as of any time subsequent to the date indicated in the document containing the same. The Dealers
expressly do not undertake to review the financial condition or affairs of the Issuer during the life of the
Programme or to advise any investor in the Notes of any information coming to their attention.

IMPORTANT — EEA RETAIL INVESTORS - If the Final Terms in respect of any Notes (or Pricing
Supplement, in the case of Exempt Notes) includes a legend entitled ""Prohibition of Sales to EEA Retail
Investors™ the Notes, from January 1, 2018 are not intended to be offered, sold or otherwise made available to
and, with effect from such date, should not be offered, sold or otherwise made available to any retail investor in
the European Economic Area (""EEA"). For these purposes, a retail investor means a person who is one (or
more) of: (i) a retail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (""MiFID II'; (ii) a
customer within the meaning of Directive 2002/92/EC (""IMD™), where that customer would not qualify as a
professional client as defined in point (10) of Article 4(1) of MiFID II; or (iii) not a qualified investor as defined
the Prospectus Directive. Consequently no key information document required by Regulation (EU) No
1286/2014 (the ""PRIIPs Regulation) for offering or selling the Notes or otherwise making them available to
retail investors in the EEA has been prepared and therefore offering or selling the Notes or otherwise making
them available to any retail investor in the EEA may be unlawful under the PRIIPs Regulation.

The Notes hawe not been and will not be registered under the United States Securities Act of 1933, as
amended, (the “U.S. Securities Act”) and are subject to U.S. tax law requirements. Subject to certain exceptions,
Notes may not be offered, sold or delivered within the United States or to, or for the account or benefit of, U.S.
persons (see “Subscription and Sale”).

This Base Prospectus does not constitute an offer to sell or the solicitation of an offer to buy any Notes
in any jurisdiction to any personto whom itis unlawful to make the offer or solicitationinsuch jurisdiction. The
distribution of this Base Prospectus and the offer or sale of Notes may be restricted by law in certain
jurisdictions. The Issuer andthe Dealers donot representthat this Base Prospectus may be lawfully distributed,
or that any Notes may be lawfully offered, in compliance with any applicable registration or other requirements
in any such jurisdiction, or pursuant to an exemption available thereunder, or assume any responsibility for
facilitating any such distribution or offering. In particular, no action has been taken by the Issuer or the Dealers
which is intended to permit a public offering of any Notes or distribution of this Base Prospectus in any
jurisdiction where action for that purpose is required. Accordingly, no Notes may be offered or sold, directly or
indirectly, and neither this Base Prospectus nor any advertisement or other offering material may be distributed
or published in any jurisdiction, except under circumstances that will result in compliance with any applicable
laws and regulations. Persons into whose possession this Base Prospectus or any Notes may come must inform
themselwes about, and obserwe, any such restrictions on the distribution of this Base Prospectus and the offering
and sale of Notes. In particular, there are restrictions on the distribution of this Base Prospectus and the offer or
sale of Notes in the United States, the European Economic Area (including the United Kingdom and the Czech
Republic) and Japan, see “Subscription and Sale”.

This Base Prospectus has been prepared on a basis that would permit an offer of Notes with a
denomination of less than €100,000 (or its equivalent in any other currency), only in circumstances where there
is an exemption from the obligation under the Prospectus Directive to publish a prospectus in connection with
such an offer. As a result, any offer of Notes in any Member State of the European Economic Area which has
implemented the Prospectus Directive (each, a “Relevant Member State”) must be made pursuant to an
exemption under the Prospectus Directive, as implementedin that Relevant Member State, from the requirement
to publish a prospectus for offers of Notes. Accordingly any person making or intending to make an offer of
Notes in that Relevant Member State may only do so in circumstances in which no obligation arises for the
Issuer or any Dealer to publish a prospectus pursuant to Article 3 of the Prospectus Directive or supplement a
prospectus pursuant to Article 16 of the Prospectus Directive, in each case, in relation to such offer. Neither the
Issuer nor any Dealer hawve authorized, nor do they authorize, the making of any offer of Notes in circumstances
in which an obligation arises for the Issuer or any Dealer to publish or supplement a prospectus for such offer.

This Programme is not a bond programme under the Act of the Czech Republic No. 190/2004 Coll., on
Bonds, as amended (the “Bonds Act”) (Section 11). The issue of Notes will be notified to the Czech National Bank
under Section 8a of the Act of the Czech Republic No. 15/1998 Coll., on Capital Markets Supervision, as
amended.



The investment activities of certain investors are subject to legal investment laws and regulations, or
review or regulation by certainauthorities. Each potential investor should consultits legal advisors to determine
whether and to what extent (1) the Notes are legal investments for it, (2) the Notes can be used as collateral for
various types of borrowing and (3) other restrictions apply to its purchase or pledge of the Notes. Financial
institutions should consult their legal advisors or the appropriate regulators to determine the appropriate
treatment of the Notes under any applicable risk-based capital or similar rules.

All references in this document to “U.S. dollars” and “U.S.$” refer to United States dollars and to
“Czech crowns”, “CZK” and “K¢&” refer to the lawful currency for the time being of the Czech Republic. In
addition, all referencesto“euro”,“EUR” and*“€” refer to the currency introduced at the start of the third stage
of European economic and monetary union pursuant to the Treaty on the Functioning of the European Union,
as amended, all references to “BGN” and “Bulgarian Lev” are to the lawful currency of Bulgaria, all references
to “PLN” and “Polish zloty” are to the lawful currency of Poland and all references to “RON” and “Romanian
lei” refer to the lawful currency of Romania.

Certain figures included in this Base Prospectus hawe been subject to rounding adjustments;
accordingly, figures shown for the same item of information presented in different tables may vary slightly, and
figures shown as totals in certain tables may not be an arithmetical aggregate of the figures preceding such
totals.

CEZ, a. s. was incorporated as a joint stock company under the laws of the Czech Republic on May 6,
1992 with unlimited duration and was registered in the Commercial Register administered by the Municipal
Court in Prague, File B, Section 1581, with identification number 45274649. Its registered office is at Duhova
2/1444,14053 Prague 4, Czech Republic andits telephone number at that address is +420 211 041 111. In this
Base Prospectus, references to “CEZ”, “CEZ” and the “Issuer” are to CEZ, a. s. and references to the “CEZ
Group”, the “Group”, “we”, “us” and “our” are to CEZ, a. s. and its consolidated subsidiaries. The obligations
of the Issuer are not in any way guaranteed by, or otherwise backed by the credit of, the Czech Republic or any
agency, ministry or political subdivision thereof.



CONTENTS

Clause Page
RISK FACTONS ...ttt et e et e et ettt 6
STADIHZATION ... e e ettt 32
Presentation of Financial INFOrmMation .............oooiiiiiiiiiiiiii e 33
FOrward-LOOKING STALEMENTS ......oeeiiii ettt 35
Historical and Current Market and INAUSTIY Data...........ooieeeieiiiiiieeeeiie e 37
Selected Financial INfOrmMation ...........oooiiiiiiiiiiii e 38
OVerview of the PrOgramIme ........oooiiiiiiiiiiiii et e e e e 42
Documents Incorporated DY REFEIENCE .......civie i e 47
Glossary of Terms and DefiNItIONS ...........uuiiiiiiiiii e e e e e e e e e e eeeee 49
FOIM OF the NOEES. ... e e e e e e e e e e et et ee bbb 55
APPlIcable FINAI TEIMS ... e e e 57
Applicable Pricing SUPPIBMENT ... ....un e e e e e e e e aee 68
Terms and Conditions OF the NOES ..........eueieiiiiii e 78
USE OF PIOCEEUS ...ttt e e et e e e et e 104
DESCIIPLION OF the ISSUBT. ... ettt e e e e e e e e e e e e bieee 105
Description of Other INOEDEANESS ... ..ccvvvi i e e e e 155
REGUIBLION. ... et e e e e e e e e e e et e et e e 158
Y T a =0 T 01T o PPN 181
PrinCIpal SNArENOIUEIS .......ueiiiiee et s 196
Related Party tranSaCtioNS. ... ... .ciiuu i e e e e e e e e aaa 197
TAXALION ..ottt e e e e e e e e e e 200
SUDSCIIPLION NG SaIE......cceiee e e e e 205
GeNEral INFOMMELION ... ..ueii ettt 209



RISK FACTORS

The Issuer believes that the following factors may affect its ability to fulfil its obligations under the Notes. All
of these factors are contingencies which may or may notoccur and the Issuer isnotin a position to express a view on
the likelihood of any such contingency occurring.

In addition, factors which are material for the purpose of assessing the marketrisks associated with the Notes
are also described below.

The Issuer believes that the factors described below represent theprincipal risks inherent in investing in the
Notes, butits inability to pay interest, principal or other amounts on or in connection with the Notes may occur for
other reasons which maynot beconsidered significantrisks by the Issuer based on information currently available to it
orwhich the Issuer may not currently be able to anticipate. Prospective investors should also read the detailed
informationset outelsewhere in this Base Prospectus and reach their own views prior to making any investment
decision.

This Base Prospectus also contains forward-looking statements that involve risks and uncertainties. The
actualresults ofthe CEZ Group may differ materially fromthose anticipated in these forward-looking statements as a
result of various factors, including the risks described below and elsewhere in this Base Prospectus. Please see
“Forward-Looking Statements”.

Risks Relatedto Our Business and Operations

Any decreases in the prices obtained for our electricity and heat could have a material adverse effect on our results
of operations and financial condition.

In the ordinary course of our business, we are exposedto the risk of decreases in the prices obtained for our
electricity and heat. We sell the majority of our electricity at prices derived from European market prices, which are
mainly driven by the prices of E.U. emission allowances and the cost of raw materials, as well as by the European
aggregate supply and demand balance; available cross-border capacities; global oil, coal and gas prices and E.U. and
nationalregulation of the wholesale energy market. Furthermore, there is a strong correlation between the price of
electricity in the Czech Republic and the price of electricity in Germany, which is one of our export markets and the
primary price-setting market in the region. Changes in global commodity prices, available cross-border capacities
(caused, for example, by renewable energy sources or flow-based allocation) or a decline in electricity demand in
Europe, as aresult of an economic slowdown, economic downturn or increased energy efficiency, could decrease the
price of electricity and could have a material adverse effect on our business, results of operations and financial
condition.

The operationof our power plants, in particular our nuclear power plants, is characterized by highfixed costs.
Some of our costs are not faced by our non-nuclear competitors because they are unique to the nuclear power
generation industry. Our ability to generate sufficient turnover at sufficient margin to cover our fixed costs is
dependent, in part, on favourable electricity pricesand our overall sales and trading strategy. Because our costs are
relatively fixed in nature, they cannot bereduced in periods of low electricity prices. Therefore, in these circumstances,
it is possible that we may not produce sufficient cash flows fromour electricity sales ortrading activities, which could
have a material adverse effect on our business, results of operations and financial condition.

To mitigate such exposure, we have developed a hedging strategy of stabilizing margins by contracting for
deliveries of electricity to the wholesale market and to end-consumers up to six years ahead through the use of
derivative instruments and by concluding long-term contracts. We have also implemented a formal procedure that
measures our commodity risk, specifying a ceiling for the maximum acceptable risk. However, the hedging strategies
we pursue may create new risks and exposures and we cannot give any assurance that they will function as intended.
We cannot completely eliminate our exposure to potential decreases in electricity and heat prices. Any significant
decreases in electricity orheatprices, or indeed any further economic recessions, could reduce our revenues and have a
material adverse effect on our business, results of operations and financial condition.

The impairmentlosses in connection with our existing or acquired operations and our investments may have a
significant impact on our results and financial condition.



We may incur impairment losses in connection with our assets or investments mainly due to adverse
regulatoryactions andadverse market conditions. In 2016 and 2015, we performed impairment tests of goodwill and
tests of other non-currentassets where there was an indication that the carrying amounts could be impaired. Recognized
impairments mainly resulted fromthe drop in market prices of electricity andreclassificationof assets during the sale
of Tisova power plant. In 2016, we recognized total impairment losses of CZK 3,223 million, of which CZK 2,466
million were incurred with respect to our Romanian wind power farms. For information on impairment of property,
plant and equipmentandintangible assets including goodwill in 2015 and 2016, please refer to Note 7 of our audited
consolidated financial statements for years ended December 31, 2015 and December 31, 2016 respectively. Any future
adversechanges in the economic and regulatory environment or market conditions of our reporting segments could
result in further impairment charges, which could havea material adverseeffect on our business, results of operations
and financial condition.

Our ability to access credit and bond markets and our abilityto raiseadditional financing is in part dependent on
our credit ratings.

As ofthe date of this Base Prospectus, CEZ has a credit rating of A- with a stable outlook by Standard &
Poor’s and Baal with a stable outlook by Moody’s. Standard & Poor’s (domiciled in the United Kingdom) and
Moody’s (domiciled in the United Kingdom) are both established in the European Union and are included in the list of
credit rating agencies registered in accordance with Regulation (EC) No. 1060/2009, as amended by Regulation (EU)
No 513/2011, which is available on the ESMA website (https://www.esma.europa.eu/supervision/credit-rating-
agencies/risk). Theseratings reflect each agency’s opinion of our financial strength, operating performance and ability
to meet ourdebt obligations as they become due. These ratings are near the low-end of the respective rating agency’s
scale of investment-grade ratings. Credit ratingagencies now monitor companies more closely and have made liquidity,
and the key ratios associated with it, such as gross leverageratio, a particular priority. Our ability to access the capital
markets and other forms of financing (or refinancing), and the costs connected with such activities, depend in part on
our credit ratings. We currently expect to operate with sufficient liquidity to maintain our current ratings. However, this
is dependent on a number of factors, some of which may be beyond our control. If we fail to maintain adequate levels
of liquidity, ourratings may be downgraded. On June 23, 2015, our credit rating granted by Moody’s was downgraded
from A2 to A3and on April 6, 2016, our credit rating granted by Moody’s was further downgraded from A3 to Baal
due to CEZ's exposure to a decreasing power price environment. On December 15,2016 Standard & Poor’s confirmed
CEZ’s A-rating with stable outlook. Inthe event ourcredit ordebtratings are further lowered by the rating agencies,
we may not be able to raise additional indebtedness on terms similar to our existing indebtedness or at all, and our
ability to access credit and bond markets and other forms of financing (or refinancing) could be limited, which could
have a material adverse effecton our business, results of operations and financial condition. Further lowering of our
credit rating may also trigger our obligation to redeemcertain debtsecurities prior to their scheduled redemption date
which could have a material adverse effect on our business, results of operations and financial condition.

We have substantial debtand our financial obligations couldimpair our ability to service our debt, carry out new
financings and fund our capital expenditures.

We have substantial debtand other financial obligations. We cannot give any assurances that our cash flow
from operations will be sufficient to service our debt and to meet other payment obligations or to fund our planned
capital expenditures without the need for additional external financing. Our substantial debt and other financial
obligations could limit our flexibility in planning for, or reacting to, changes in our business or our industry, which
could have a material adverse effect on our business, results of operations and financial condition.

Any reductionindemand for our electricity, heat, coal and gas as a result of poor economic performance in Europe
or otherwise could have a material adverse effect on our results of operations and financial condition.

In the ordinary course of our business we are exposedto therisk of a reduction in demand for our electricity,
heat, coal and gas, which may occur as a result of the ongoing global financial and economic uncertainty. The
deterioration of macroeconomic conditions in Europe and globally may decrease consumption and industrial
production. Electricity consumptionis strongly affected by thelevel of economic activity in Europe. Any reduction in
demand forourelectricity could have a material adverse effect on our business, results of operations and financial
condition.

Our profitability is exposedto developments in the capital markets and economy in Europe and globally. The
latest global crisis and sovereign debt crisis in Europe has had a significant impact on the world’s banking systemand



financial markets. If the global economic situation worsens again, we may face liquidity problems and may experience
increased costs of funding which could have a material adverse effect on our business, results of operations and
financial condition.

Changesinthe European Union’s renewable energy policy and an accelerated market shift towards renewable
energy sources could have a material adverse effect on our results of operations and financial condition.

The electricity generation industry in Europe is strongly influenced by the European Union’s policy,
implemented in 2008 by the E.U. Climate and Energy Package, to increase the share of electricity generated by
renewable energy sources. We are effectively obliged, due to economic incentives, to reflect the E.U. Climate and
Energy Package within our own strategy. By 2020, the E.U. Climate and Energy Package requires a 20% decrease in
carbon dioxide (“CO,”) emissions, a 20% increase in energy efficiency and requires renewable energy sources to
comprise 20% of total energy consumption. In October 2014, the E.U. Counciladopted new targets and the architecture
for the E.U. framework on climate and energy in the period from2020 to 2030 and the newly adopted targets require at
least 40% decreasein CO, emissions by 2030 (compared to 1990 levels), renewable energy sources to comprise 27% of
total E.U. energy consumption (resulting in up to 47% share of renewable energy sources in electricity production),
increase in EU. wide energy efficiency by 27% and achieving 10% electricity interconnection by 2020. The
implementation of the E.U. Climate and Energy Packageand targets of the E.U. council for period from 2020 to 2030,
or any amendments to suchtargets, could have a material adverse effect on our business, results of operations and
financial condition. Support for renewable sources may decrease energy prices, limit the production time, the stability
of transmission anddistribution grid, the profitability of distribution services provided by us and production quantity of
conventional power plants that we operate and may decrease our market share. Continued or increased support for
renewable energy sources in the European Union, particularly in the Czech Republic (please see “Regulation — Czech
Republic — Renewable Energy Sources — Current Legislation - The Czech Promoted Energy Sources Act”) and
Germany, may adversely affect our profit fromnuclear, coal-fired and gas power plants, which could have a material
adverse effect on our business, results of operations and financial condition.

Political developments in the European Union and in other countries where we have or plan to have a business
presence could have a material adverse effect on our results of operations and financial condition.

Any political developments in the European Union, including any future integration or withdrawal of
European countries in the European Union or changes in the economic policy, executive authority or composition of
the European Union and its institutions, may have an adverseeffect onthe overall economic stability of the European
Union and the European countries in which our assets and operations are located. Any changes in the political or
economic stability of any of the countries in which we operate, as well as any political, economic, regulatory or
administrative developments in these countries, over which we haveno control, could havea material adverseeffect on
ourbusiness, results of operations and financial condition. In particular, due to cross -border integration and fully
liberalized power prices, the primary price-setting market in our region is Germany and its exchange in Leipzig and
historically there has been a strong correlation between power prices in the Czech and German markets.

Any political developments affecting the integration, integrity or stability of E.U. or other energy markets,
could have a material adverse effect on our business, results of operations and financial condition.

The outcome of the United Kingdom’s referendum on withdrawal from the European Union may have a negative
effect on global economic conditions, financial markets, and, thus, on our results of operations and financial
condition.

In June 2016, a majority of voters in the United Kingdom voted to withdraw fromthe European Union in a
national referendum. The terms and conditions of the withdrawal are subjectto a negotiation period that could last for
up to two years (unless extended) after thewithdrawal process is officially initiated in accordance with Article 50 ofthe
Treaty on European Union. Thewithdrawal process was officially initiated in accordance with Article 50 of the Treaty
on European Union on March 29, 2017.

Althoughwe do not expect the decision ofthe United Kingdom to withdraw fromthe E.U. to have in itself a
significant directimpact on our business activities (all of which are, as of the date hereof, located outside the United
Kingdom), the referendum has created significant political uncertainty and has also prompted governments and
electorates in other E.U. member statesto consider withdrawal fromthe E.U. Such developments or perception that
such developments could occur may have a material adverse effect on global economic conditions, stability of the



regulatory environment and global financial markets, and our business partners. As a result, economic activity
(including markets’ liquidity) could be depressed which could have a material adverse effecton our business, results of
operations and financial condition.

The costsand risks associated with increasing our nuclear generation capacity could have a material adverse effect
on our business, results of operations and financial condition.

As part of our strategy to meet future electricity demand, and in accordance with the Updated State Energy
Policy of the Czech Republic (“USEP”) and its follow-up document National Action Plan for Nuclear Energy (“NAP
NE”), we are taking necessary stepsto be able to build new nuclear units at both Dukovany and Temelin sites by the
deadline stipulated by the NAP NE, should the decisionto build the new units be taken while minimizing the necessary
cost. As of October 1,2016, the projects ofnew units have been spun offinto two separate companies owned by CEZ —
Elektrarna Dukovany Il and Elektrarna Temelin 11. The decision to increase the nuclear generation capacity of the
Temelin and Dukovany nuclear power plants may result in a significant capital expenditure investment, as well as
imposing significant risks associated with buildinga nuclear power plant, particularly the overall debt capacity risks
and the risks and uncertainties involved in suchalong and complexproject, which could have a material adverse effect
on ourbusiness, results of operations and financial condition. In addition, any failure to complete such a project within
budgetandon schedule may result in additional cost and loss of revenues, which could have a material adverse effect
onourbusiness, results of operations and financial condition. Moreover, the profitability of the projects would be
subjecttomany ofthe risk factors that we already face, includingany political and regulatory developments, decrease
in prices obtained for our electricity or default or delay by our counterparties, and would therefore be highly uncertain.
Any significant decrease in expected revenues fromthe projectorany significant increase in operating costs could have
a material adverse effect on our business, results of operations and financial condition.

Poor economic performance inthe Czech Republic could have a material adverseeffect on our results of operations
and financial condition.

Our revenues are sensitive to the performance of the Czech economy. As of December 31, 2016,
approximately 88% of our property, plantand equipmentwere located in the Czech Republic and approximately 74%
of ourrevenuesandotheroperatingincome for the year ended December 31, 2016 derived from the Czech Republic.
Changes in economic, regulatory, administrative or other policies of the Czech government, as well as political or
economic developments in the Czech Republic (including potential changes in the Czech Republic’s credit ratings)
overwhich we have no control, could have a significant effect on the Czech economy, which in turn could have a
material adverse effect on our business, results of operations and financial condition.

We may not be able to operate our nuclear power plants over a period at least equal to the current expected life.

In the Czech Republic, certain authorizations are required to operate nuclear power plants. Operation of
nuclear power plants is subjectto overall E.U. and national regulatory requirements and political policies, which are in
turn sensitive to public opinion and E.U. development risks. We cannot give any assurance that we will successfully
obtain the necessary authorizations at the appropriate time, or at all, that the duration of such authorizations will not
change, orthat we will not be subject to conditions that require us to make significantcapital expenditures. Moreover,
we cannotgive any assurance, particularly in the event ofan incident affecting the safety or operation of our facilities,
that our nuclear power plants will actually be operated for such period of time, or at all. In 2015, we extended the
scheduled maintenance outage of Unit 2 of the Temelin nuclear power plantand undertook three other minor operation
outages, two in respect of Unit 2 and one in respect of Unit 1 of the Temelin nuclear power plant. In addition, we
undertook unplanned outages of Units 1,2 and 3 of the Dukovany nuclear power plant because of the license extension
process (in case of Unit 1) and welds control (in case of Units 1,2 and 3) which was necessary to undertake since the
X-ray images ofthe welds were found to be of low-quality. In 2016, the welds control at the Dukovany nuclear power
plant continued and thus extended the length of the scheduled outages of Units 2, 3 and 4. In addition, in 2016, the
generation of the Temelin nuclear power plant was influenced by outages of both units that were longer than expected
due to unforeseenworks. In case of Unit 1, the outage was influenced by the weld controls, in case of Unit 2the outage
was extended due to aturbine oil glands fault and replacement. Ifany of our nuclear power plants are closed before the
end of their currently expected operating lives, we may be required to make additional investments to replace the loss
of generation capacity or purchase electricity on the wholesale market and the payment of decommissioning costs
would be accelerated. Inability to operate our nuclear power plants as expected would have a significant material
adverseeffect onour profit margin and cash flow from operations. Furthermore, should we be unable to operate our
nuclearpower plants overa period at leastequal to the currently expected period (pleasesee“Description of the Issuer



—Our Business— Electricity Generation— Nuclear power generation - Czech Republic — Dukovany nuclear power
plantand Temelinnuclear power plant™), we might not accumulate appropriate cashsurpluses for decommissioning of
such power plants. As aresult, our failure to obtain all of the necessary authorizations and to operate our nuclear power
plants for the duration of such authorizations, could have a material adv erse effect on our business, results of operations
and financial condition.

Default or delayby any of our counterparties (which include our partners, contractors, customers, subcontractors
and suppliers) aswell as by financial and insurance institutions may have an impact on our results of operations
and financial condition.

We undertake significant capital expenditures related to the modernization, renewal and construction of
energy power plants, mining and distributionassets. We face therisk of potential default or delay by our counterparties
(which include our partners, contractors, subcontractors and suppliers), especially in cases of financial hardship or
bankruptcy. Any default by our counterparties may affect the cost and completion of our projects, the quality of our
work, the supply of certain critical products or services orexpose usto reputational risk, business continuity risk and
the loss of importantcontracts, as well as to substantial additional costs, particularly in cases where we would have to
pay contractual penalties, find alternative counterparties or complete work ourselves, which could have a material
adverse effect on our business, results of operations and financial condition.

Our revenues are primarily generated by sales to end-consumers or wholesale partners and state owned
customers across European markets. There is arisk that some of our key counterparties, end-consumers (predominantly
the state owned companies such as the national railway operators) or suppliers could defau It on or dispute their
contractual obligations towards us, which could have a material adverse effect on our business, results of operations
and financial condition. Further, the majority of our forward sales are executed on the OTC market. The credit quality
of our counterparties may deteriorate during adverse economic conditions, which may threaten the results of our
hedgingstrategy and proprietary trading, which in turn could have a material adverse effect onour business, results of
operations and financial condition.

We conclude treasury operations with major European banks and with local regional banks in all countries in
which we operate. Given the latest sovereign debtcrisis, potential return of an economic recession in Europe and its
potential impact on Europe’s financial services industry, there is a significant risk that some of our financial
counterparties might default which could have a material adverse effect on our business, results of operations and
financial condition.

We may not successfully implement our key strategies.

We face many risks that could adversely affect our ability to implement our key strategies (please see
“Description ofthe Issuer—OQur Strategy”), such as changes in electricity demand in the Czech Republic and in Europe
generally, changes in electricity and emission allowance prices and the regulatory framework, increases in generation
and distribution costs, future developments affecting the electricity infrastructure within Europe, competition in the
markets in which we operate, political and economic developments affecting Europe, E.U. legal and regulatory
requirements and the reliability of our future partners for expanding our business. Any failure to implement our key
strategies successfully could have a material adverse effect on our business, results of operations and financial
condition.

We may not successfully managethe risks associated with expanding our international operations and integrating
newly acquired subsidiariesand we may facesignificantrisks and liabilities or rating downgrades as a result of such
acquisitions.

Since our foundation, we have expanded our operations through mergers and acquisitions, especially in
Centraland South East Europeand Turkey (please see “Description of the Issuer—History and Development of the
CEZGroup”). We continueto evaluate investment opportunities in the future and we may expand our operations in
other countries or in new markets (pleasesee ““Descriptionofthe Issuer—Our Strategy”). We face many risks inherent
in expanding ouroperationsand doing business on an international level, such as unexpected changes in regulatory
requirements; default by our joint venture partners; trade barriers, including import and export controls, tariffs, custons
and duties; difficulties in staffingand managing foreign operations; longer payment cycles and problems in collecting
accounts receivable; political instability, expropriation, nationalization, war and other political risks; fluctuations in
currency exchange rates; foreign exchange controls which restrict or prohibit repatriation of funds; technology export
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and import restrictions or prohibitions; and potentially adverse taxconsequences. Any failure to manage the risks
associated with expanding our operations could have a material adverse effecton our business, results of operations and
financial condition.

In addition, although due diligence reviews are undertaken in relation to acquisitions, such reviews may not
revealall existing or potential risks and liabilities and we cannotgive any assurance that our acquisitions are not or will
not become subject to liabilities of which we are unaware. While warranties and indemnities are generally obtained
where practical and appropriate, we cannotgive any assurance that we would be able to enforce our contractual or other
rights againstthe relevant sellers or thatany warranties and indemnities would be adequateto cover potential liabilities.
The acquisition of businesses or assets with risks or liabilities of which we were or may be unaware, or did not
correctly assess orassume, oragainst which we did notobtain full legal protection, could have a material adverse effect
on our business, results of operations and financial condition.

We cannot give any assurance thatwe will successfully integrate our previous acquisitions in an efficient and
effective manner or that we will be able to identify, consummate and integrate future acquisitions. Our failure to
integrate ouracquisitions and to manage any of the risks and costs associated with such integration, could have a
material adverse effect on our business, results of operations and financial condition.

In addition, any future acquisition of highly leveraged companies might result in worsening of our financial
condition and therefore, lead to rating downgrades in the future.

We are exposed to changes in the way emission allowances are allocated, including the conditions related to free
allocations, as well as volatility in the market prices of emission allowances that we need to acquire.

In 2005, the European Union introduced the European Union Emission Trading Scheme (the “E.U. ETS”).
Within the EU. ETS, each greenhouse gas emitter was allocated a certain cap by thenational government, which was
in turn allocated a national cap by the E.U. Commission, within which it was allowed to emit greenhouse gases (such as
CO,, methane and nitrogen monoxide). Any emissions in excess of this cap had to be counterbalanced by emission
allowances acquired in the openmarket at a market price, otherwise theemitter was penalized. Allocations were fixed
for a specific trading period.

Commencing in 2013 and ending in 2020, the majority of emission allowances are being sold in auctions
rather than allocated for free (as was the case priorto 2013). In the period between 2013 and 2020, only some emission
allowances will be allocated for free to us in accordance with the Czech national plan for investments in retrofitting and
upgrading theinfrastructure and cleantechnologies in the energy sector approved by the E.U. Commission on July 6,
2012. A free allocation is, therefore, notwithin our controland will only be made to us subject to investment by us in
technologies reducing greenhouse gas emissions of an amount equal to at least the market price of the freely allocated
emission allowances. We cannotgive any assurance that the national plan for investments in retrofitting and upgrading
the infrastructure and clean technologies in the energy sector will not be changed in the future. In addition, the E.U.
Commission has a power to amend the timetable of emission allowances auctions. In 2014, the E.U. Commission
approved back-loading of emissionallowances, which led to an increase of the price of allowances in the year 2014 —
for more information, please see “Regulation—Czech Republic—Carbon Compliance (Emission Allowances)—
Allocation of emission allowances during phase III”. Since January 1, 2013, we have to buy a certain part of the
emission allowances on the market, because our emission allowances allocation that will be gradually decreasing to
zero by 2020, does not, and will not, cover 100% of our annual emissions. Therefore, our costs may increase
significantly, which could have a material adverse effect onour business, results of operations and financial conditions.
In addition, we will be more vulnerable to risks relating to volatility in the price of CO, emission allowances. To
mitigate this volatility risk, we have in place a hedgingstrategy of acquiring a certain volume of emission allowances
along with electricity sale. Nevertheless, in the eventof potential decreases in the price of emission allowances, this
hedging strategy itself could have a material adverse effect on our business, results of operations and financial
condition.

A continual decrease in the allocation of emission allowances across the European Union and a greater
decrease in the allocation of emissionallowances within the Phase lll ofthe E.U. ETS as approved by the E.U. council
in October 2014 for the period from2020 until 2030 (please see “Regulation— Czech Republic — Carbon Compliance
(Emission Allowances) — Current Carboncompliance— Phasell1””) as well as any increase in the price of CO, emission
allowances, may result in a substantial increase in our variable generation costs making the price of electricity offered
by us uncompetitive, which could have a materialadverse effect on our business, results of operations and financial
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condition.

We are subject to differing regulatory regimes in all of the countries in which we operate and these regimes are
complex and subject to change.

We are subjectto the laws of various countries and jurisdictions, including the laws of the Czech Republic,
Bulgaria, Poland, Romania, Turkey, Germany and the European Union, as well as the regulations of the regulatory
agencies of the countries in which we operate, including the Energy Regulatory Office and the State Office for Nuclear
Safety in the Czech Republic (please see “Regulation”), the Energy Regulatory Office in Romania, the Energy and
Water Regulatory Commission in Bulgaria, Federal Network Agency for Electricity, Gas, Telecommunications, Posts
and Railway (Bundesnetzagentur) in Germany, and The Energy Regulatory Office of Poland. These laws and
regulations affectmany aspects of our business and, in many respects, determine the manner in which we conduct our
businessand the fees we chargeorobtain for our products and services, including in respect of electricity generation
(both traditional and fromrenewable sources). In particular, as an owner and operator of nuclear, coal-fired and gas
power plants (including combined heat and electricity power plants), renewable energy facilities and electricity
distribution, heat distribution and mining businesses, we are subject to extensive governmental and other regulations in
the markets in which we operate, including in relation to nuclear safety. Any new regulation or any changes in the
existing regulations or requirements of the governments or regulatory authorities of the countries in which we operate,
may require significant changes in our business in ways that we cannot predict, in particular the way in which we
operate our nuclear assets. Any new regulations or requirements that cause us to restructure or otherwise change our
businessin any way, or that affect electricity generation, transmission, distribution or supply prices or related financial
conditions, could have a material adverse effect on our business, results of operations and financial condition. In
addition, we may fail to respond swiftly and appropriately to changes in applicable laws andregulations or to changes
in the energy industry generally, which could have a material adverse effecton our business, results of operations and
financial condition.

Changes in regulated tariffs could have a material adverse effect on our business, results of operations and
financial condition.

In the Czech Republic, a significant part of our revenue depends on regulated tariffs (including electricity
distribution prices and heat prices). Suchtariffs are set by the Czech Energy Regulatory Office. As of the date of this
Base Prospectus, we are in the 4th regulatory period (2016 — 2018) (please see “Regulation - Transmission and
Distribution of Electric Energy - Price of Electricity”). The regulation tariffs may change and, as a result, any changes
in regulatedtariffs could have a material adverse effect onour business, results of operations and financial condition.

Tariffs are also set by the regulatory authorities of other countries in which we operate, including the Energy
and Water Regulatory Commission in Bulgaria and the Energy Regulatory Commission in Romania. A significant part
of ourrevenue generated outside the Czech Republic is generated by our electricity distribution bu sinesses in Bulgaria
and Romania. Regulatory policies of such countries in South East Europe, particularly Bulgaria, are less developed and
are more susceptible to political interventionand adverse regulatory action. Public authorities and regulatory authorities
in the countries in which we operate may decide to limit or blocktariff increases, oreven order tariff decreases, with no
change tothe quality of service, or may changethe conditions of access to such regulated tariffs, including changes to
the price settingmechanisms as a result of political interference. However, we cannot giveany assurancethat new tariff
mechanisms would be putin place or that regulated tariffs would be set at a level which would allow us to preserve our
short-, medium- orlong-terminvestment capacity or our property interests, while ensuring a fair return on the capital
invested in ourelectricity generation, distribution and supply assets. As a result, any changes in regulated tariffs,
particularly thosethatmay affect our revenues fromelectricity distribution, could have a material adverse effecton our
business, results of operations and financial condition.

Formore information on our disputes in Bulgaria relating to the regulated tariffs, please see “Description of

3]

the Issuer —Legal Proceedings —Bulgaria”.

Uncertain, unexpected or unlawful decisions of key regulatory or national administration executive authorities
could have a material adverse impact on our business, results of operations and financial condition.

Our business as well as our capital investment programand financial investment strategy are subject to
decisions of numerous national and international institutions, regulatory and administrative authorities. We face therisk
that decision makers in these institutions may not act within the scope of existing laws and regulations, which could
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have uncertainand unexpected consequences on our business and operations in the Czech Republic, Germany, Poland,
South East Europe and Turkey, which in turn could have a material adverse effect onour business, results of operations
and financial condition. Although we are not aware of any misconduct, we cannot exclude a politically motivated
revocationofthe license(s) which would have a material adverse effect on our business, results of operations and
financial condition.

We conduct our business in several different currencies and are exposed to foreign currency risks.

We sellthe electricity we generate in the Czech Republic on markets such as the PXE and the EEX, which
trade electricity contracts denominated in Euro. As a result, the revenues we receive fromthese sales are either
denominated in Euro or denominated in Czech crowns, but derived from Euro-denominated electricity prices and the
EUR/CZK exchange rate at thetime the contractis concluded. However, a significantportion of our operating expenses
and capital expenditure needs related to power generation in the Czech Republic are denominated in Czech crowns,
leading to substantial foreign exchange risk. We also generate revenues and incur costs in currencies other than Euro
and Czech crown, including Bulgarian lev, Polish zloty, Romanian lei and Turkish lira. We believe that our Euro
denominated indebtedness acts as a natural foreign exchange hedgefor our exposure to Euro denominated revenues and
we also engagein transaction currency hedging, however, any increasein our exposure to foreignexchangerisks orour
failure to manage or make use of financial or naturalhedging in orderto manageourexposureto foreign exchange risk
could have a material adverse effect on our business, results of operations and financial condition.

The Czech Republic has experienced growing public finance deficits which could potentially destabilize the
Czech crown againstforeign currencies, increase inflation and increase the borrowing costs of the Czech Republic
through lower debtratings. The Czech crown volatility is affected by the overall development of the global economy
and the relative perception of risks associated with new E.U. member states and other central and eastern European
countries as well as withdrawal of E.U. member states from the E.U. or the Eurozone. The volatility of the Czech
crown is also affected by theanticipated datethatthe Czech Republic will join the Eurozone, which has been delayed
dueto political developments and the growing public and budget deficit of the Czech Republic. As of the date of this
Base Prospectus, there is no official target date for the Czech Republic to join the Eurozone. Since November 2013, the
Czech National Bank has been intervening in the markets to weaken the Czech crown against the euro and there is a
significant uncertainty as to when the interventions will be terminated by the Czech National Bank.

In January 2015, European Central Bank announced a EUR 60 billion-a-month bond-buying programme,
which was later increased to EUR 80 billion and recently, with effect from April 2017, decreased back to EUR 60
billion, to revitalize the Eurozone economy and counter deflation. W e cannot give any assurance that any government
and monetary authorities will not impose (as some havedone in the past) exchange controls or interventions that could
adversely affect an applicable exchange rate.

Any significant change or fluctuation in the Czech crown’s exchange rate or inflation in the Czech Republic
could have a material adverse effect on our business, results of operations and financial condition.

We could incur significant losses in the event of a nuclear accident.

In accordance with the Vienna Convention, the Czech Nuclear Act 1997 provides that the operator of a
nuclear facility is liable forany damage caused by a nuclearaccident upto CZK 8 billion per accidentand is obliged to
maintain insurance coverage for potential liabilities for nuclear damage in an amount not less than CZK 2 billion. We
have insurance policies in place for boththe Dukovany and Temelin nuclear power plants, which provide coverage at
these amounts. However, notwithstanding any limitation of liability under the Czech Nuclear Act 1997 and any
additional coverageunder our insurance policies, any nuclear accident or failure at our nuclear power plants could
result in us incurring significant losses in excess of suchamounts due to,among other things, a potential shut-down of
the nuclear facility and the resulting loss of generation capacity, remedial and replacement expenses and negative
publicity fromsuch an accident. As a result, any nuclear accident suffered by our nuclear power plants could have a
material adverse effect on our business, results of operations and financial condition.

Failures, breakdowns, planned or unplanned outages as well as natural disasters or sabotage at our power plants
(including our nuclear reactors and hydropower facilities) or in our distribution infrastructure may harm our
business and reputation or could cause significant harm to the environment.

Our power plants (including our coal-fired heat and power plants, nuclear reactors and hydropower facilities),
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distribution infrastructure, mining facilities and information systems controlling these facilities could be subject to
failure, breakdowns, unplanned outages, capacity limitations, systemloss, breaches of security or physical damage due
to natural disasters (suchas storms, floods or earthquakes), sabotage, terrorism, computer viruses, fuel interruptions and
other causes. With respectto our nuclear reactors, any nuclear accident or failure at our nuclear power plants could
result in us incurring significant losses due to, among other things, a potential shut-down of the nuclear facility and the
resulting loss of generation capacity, remedial and replacement expenses and negative publicity fromsuch an accident.
The main risk associated with our hydropower facilities is the risk of damage during floods. We cannot give any
assurance that accidents will not occur or that the preventative measures taken by us will be fully effective in all cases,
particularly in relation to external events that are not within our control, such as floods and other natural disasters.

Due to the complexity of operating nuclearand other power stations, we are not able to eliminate the risk of
unplanned outages and we cannot predict the timing or impact of these outages with certainty. Our emergency
response, disaster recovery and crisis management measures may not effectively protect us fromthese events. Any
service disruptionmay cause loss in electricity generation, customer dissatisfaction and may also lead to liability for
damages, theimpositionof penalties and other unforeseen costs and expenses which could have a material adverse
effect on our reputation, business, results of operations and financial condition.

In addition, we may need to temporarily shut down some of our power plants and incur exp enses in connection
with inspections, maintenance or repair activities in addition to those that we currently conduct, including such
additional activities thatthe governmental authorities in the countries in which we operate may require us to conduct.
Forexample, operation of the Dukovany nuclear power plant was suspended in 2015 because of the license extension
process and thewelds control, and we also undertook unplanned operation outages of the Temelin nuclear power plant
which caused theelectricity generation to decline beyond our expectations. In 2016, the generation of both nuclear
power plants was impacted by theirextended outages as well. Units 2, 3 and 4 of the Dukovany nuclear power plant as
well as Unit 1 ofthe Temelin nuclear power plant have undergone extended outages mainly due to the welds control
and Unit 2 ofthe Temelin nuclear power plant due to a turbineoil glands fault and replacement. Any physical damage
to our facilities may be costly to repairand we may not have insurance coverage for all potential losses or our insurance
claims may be subject to challenge or delay. In particular, dueto our contractual obligations to deliver electricity at pre-
established prices and quantities, if we suffer a reduction in electricity generation, we may be required to purchase
electricity in the open market which may be at unfavourable prices. As a result, any failure, breakdown or unplanned
outages at our power plants orany failure or interruption of our distribution infrastructure could have a material adverse
effect on our reputation, business, results of operations and financial condition.

Our majority shareholder may pursue decisions that reflect Czech government policy (including the Czech
government’s desire for us to build a new nuclear power plant in the Czech Republic).

The Czech Republic, through the Ministry of Finance, owns approximately 69.8% of the share capital of CEZ,
the parent company ofthe CEZ Group. As our controlling shareholder, the Czech Republic, through the Ministry of
Finance, has the power to elect and remove all members of our Supervisory Board. Our Supervisory Board elects
members to our Board of Directors. Consequently, the Czech Republic, through theirshareholdings or their positions
on our Supervisory Board orour Board of Directors, has andwill continue to have, directly or indirectly, the power to
affect our operations. As aresult, certain of our decisions may reflect Czech government policy, for example dividend
policy for state owned companies and the Czech energy policy, which includes the Czech government’s desire forus to
build a newnuclear power plant in the Czech Republic. Complying with such decisions could lead to significant capital
expenditure as well as the risks inherent in building a nuclear power plant, including debt capacity risks, which could in
turn have a material adverse effect on our ratings, business, results of operations and financial condition.

We could incur unforeseen taxes, tax penalties and sanctions which could adversely affect our business, results of
operations and financial condition.

Anumber of EU. member states face significant budget deficits and, as a result, taxes are being imposed on
the utilities sector, such as nuclear taxin Germany and the power sales taxin Hungary. The imposition of any new
taxes in the countries in which we operate, or changing interpretations or application of taxregulations by the tax
authorities, harmonization of Czech and E.U. tax law and regulation, extensive time periods relating to overdue
liabilities and the possible imposition of penalties and other sanctions due to unpaid taxliabilities may result in
additional amounts being payable by us, which could have a material adverse effect on our business, results of
operations and financial condition.
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With effect from January 1, 2014, operators of certain solar electricity producing facilities in the Czech
Republic which were put into operation between January 1, 2010 and December 31, 2010 are subject to a withholding
taxin the amount of (i) 10% of the income corresponding to the feed-in tariff, or (ii) 11% of the income corresponding
toa “green bonus”. As of December 31, 2016, we owned and operated 12 solar power plants in the Czech Republic,
with installed capacity of 125.2 MW. The majority of these solar power plants were put into operation between January
1, 2010 and December 31, 2010 and are subjectto thewithholdingtax Extension oramendment tosuch tax legislation
or introduction of any similar tax in the future could have a material adverse effect on our business, results of
operations and financial condition.

In 2013, the Ministry of Finance ofthe Czech Republic prepared a proposal foran amendment to the Act. No.
353/2003 Coll., as amended, and Act. No 261/2007 Coll., as amended, which aimed, among other things, to change the
scope and increase thetaxrate of taxes on fuels containing carbon (the “carbon tax”). The impact of carbon taxon CEZ
could be mitigated by participation in the E.U. ETS. Following the change of the Czech government in 2013, the
proposal remained pending in the legislative procedure and so far has not been submitted to the Czech Parliament.
However, there is no assurance that such tax or other new taxes will not apply to us in the future.

In 2014, the Czech Government in the Policy Statement ofthe Government ofthe Czech Republic expressed its
intention to consider theintroduction ofa new “sector tax” to be imposed upon participants in Czech regulated industry
sectors (including the energy sector). Neither proposal of any law introducing the sector taxnor any information on
proposed parameters of this taxhas been published. Introductionofthe sector taxcould have a material adverse effect
on our business, results of operations and financial condition.

We are exposed to financial risks and marketvolatility that could have a material adverse effect on our results of
operations and financial condition.

During the normal course of our business, we are exposed to the risk of energy price volatility, as well as
interest rate, commodity price, currency and counterparty risks. While we partially hedge these risks, we may incur
losses if any of the variety of instruments and strategies we use to hedge exposures is not effective.

We face risks from our energy trading operations. In general, we seek to hedge risks associated with volatile
energy-related prices (including the price of CO, emission certificates) by entering into fixed price bilateral contracts
and futures contracts on commodity exchanges and swaps and options traded in over the counter financial markets. To
the extent we are unable to hedge these risks, enter into hedging contracts that fail to address our exposure or
incorrectly anticipate market movements, we may suffersignificantlosses which could have a material adverse effect
on our business, results of operations and financial condition.

We are also exposedto other financial risks. Financial markets have experienced volatility in recent years and
markets may decline again orbecome evenmore volatile in the future. Thevalue of certain of our assets and financial
investments, including joint ventures, is sensitive to the performance of the European and global economies. For
example, we hold substantialamounts in certain government bonds, particularly Czech government bonds. Any future
fluctuations in the capital markets could negatively influence the value of those assets which could have a material
adverseeffect onourbusiness, results of operations and financial condition. Weare dependenton debt capital markets
to fund the majority of ourworking capital and capital expenditures. Any volatility in the debt capital markets could
negatively affect this source of funding, which could have a material adverse effect on our business, results of
operations and financial condition.

In addition, any future adverse changes in the economic and regulatory environment of our reporting segments
could adversely affectour estimated future cash flows and discount rates and could result in impairment charges to
goodwill, which could have a material adverse effect on our business, results of operations and financial condition.

We are exposed to risks onthe wholesaleenergy, CO, emission allowances and green and other certificates markets.

We operatein the deregulated energy markets in Europe through our trading activities. As a result, we are
exposed to price fluctuations in the wholesale energy markets (electricity, gas, coal, crude oil) as well as in the CO,
emission allowances market and green certificates markets (mainly in Romania). These fluctuations are particularly
significant in the current context of major tensions and volatility on the energy markets. Any shortage of products or
lack of liquidity could limit our ability to close our exposure to risk quickly in the energy market. In addition, these
markets remain in part partitioned by country, largely as a result of the lack of interconnections and may experience
significant increases or decreases in price movements and liquidity crises that are difficult to predict. Any such
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fluctuations in the wholesale energy markets could have a material adverse effect onourbusiness, results of operations
and financial condition.

The growth ofanintegrated European electricity market may be slowed by a lack of cross-border transmission
system interconnections.

The growth of an integrated European electricity market is inhibited by a lack of cross-border
interconnections. This situation limits exchange capacity between operators in different countries, notably the capacity
to rapidly adapt supply to demand (so called “blackout risk”),and allows for persistent price differences between the
different countries, which would be significantly reduced in a more efficient and integrated European market. It also
impedes the emergence of efficient operators with a European dimension as it limits the options forsynergies between
companies within the same group, but located on different sides of a border. Although there are currently several
projects to develop interconnections, their construction has nonetheless been slowed down, mainly by environmental,
regulatoryand local acceptability considerations. The absence ofadequate interconnections between countries where
we are based orthe failure of such interconnections to develop at a sufficientpace, may limit industrial synergies which
we intend to achieve or cause network interruptions in countries in which we operate, which could have a material
adverse effect on our business, results of operations and financial condition.

We may not be able to recover the value of our investment in Bulgaria.

In 2014 and in previous years, the Bulgarian Energy and Water Regulatory Commission (the “KEVR”) and
other Bulgarian authorities and agencies have taken various adverse regulatory andrelated actions against CEZ Elektro
Bulgaria AD and CEZ Razpredelenie Bulgaria AD, our Bulgarian electricity distributor and sellers. On March 19,
2014, the KEVR initiated license revocation proceedings in respectof the electricity sale license held by CEZ Elektro
Bulgaria AD. On July 12, 2016, we commenced international investmentarbitration proceedings against the Republic
of Bulgaria at the International Centre for Settlement of Investment Disputes on the grounds of the Republic of
Bulgaria’s failure to adhere to the investment protection provisions of the Energy Charter Treaty.

Although we are defending against all adverse regulatory actions in Bulgaria and filed the investment
arbitration claim, we cannotgive anyassurance that we would be able to recover our investment in our business in
Bulgaria. Consequently, the developments could have a material adverse effecton our business, results of operations
and financial condition. For more information on the situation concerning our investment in Bulgaria, please see
“Description of the Issuer — Legal Proceedings — Bulgaria”.

We may not be able to fully recover the value of our investment in Romanian wind power plants.

We own and operatewind power plants in Romania with total installed capacity of 600 MW that are subject to
Romanian support scheme for renewable energy sources. Until 2013, our Romanian wind farms were authorized to
receive two green certificates for each MWh of electricity generated. The support scheme also laid down (i) the
mandatory price range for the green certificates between EUR 27 and EUR 55 to guaranteeto the electricity producers
a certain minimum level of revenue, and (ii) the obligation of electricity suppliers to acquire annually a certain number
of green certificates determined for each year by ANRE.

Under EU. and Romanian law, allocation of green certificates to each project with generation capacity
exceeding 125 MW was required to be approved individually by the E.U. Commission from a state aid perspective. We
filed the notifications in respectof our Cogealacwind farm(with generation capacity of 252.5 MW) and Fantanele \est
wind farm (with generation capacity of 262.5 MW) in the form required by Romanian law and within the statutory
deadline in January 2012. Until obtaining an approval by the E.U. Commission, we received a temporary two-year
allocation of two green certificates, whichexpired in 2013 in case ofthe Fantanele Vest wind farmand in 2014 in case
of the Cogealac wind farm.

In 2013, the Romanian government approveda decree onpromotion of renewable energy sources by which
the support scheme for renewable energy sources was significantly reduced in detriment to operators of Romanian wind
farms, thus having a negative impact on theirbusiness. As a result, producers of electricity fromwind, although still
entitled to receive two green certificates foreach MWh of electricity generated, were now only allowed to sell on the
market one ofthe two green certificates received foreach MWh ofthe electricity generated. The restriction on trading
with the second green certificate was expected to expire at the end of 2017, however the new rules for allocation of
green certificates were amended in 2015 (as discussed further below). The governmental decree also provided for an
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earlier expiration ofthe green certificate’s validity. The Romanian government also decreased the number of green
certificates to be mandatorily acquired by Romanian electricity suppliers. All these governmental actions decreased
green certificates’ market price to the statutory minimum. In addition, new taxes were imposed on wind power plants.

In March 2014, the Romanian Government filed a request foran approval of the amendments described in the
preceding paragraph to the renewables support scheme with the E.U. Commission. As a result of such filing, the
assessment of our notifications in respect of Cogealac and Fantanele Vest wind farms by E.U. Commission was
suspended. Consequently, our temporary accreditations expired in 2013 in case of the Fantanele Vest wind farmand in
2014 in case of the Cogealac wind farm. Therefore, allocation of green certificates for electricity generation in
Cogealac and Fantanele Vest wind farms was suspended until 2015. The 2013 modification of the Romanian
renewables support was approved by the E.U. Commission in 2015.

In September 2015, following further changes in Romanian law regu lating renewables support scheme, ANRE
approved a newtemporary accreditationforallocation of green certificates to the Cogealac and Fantanele Vest wind
farms. The temporary accreditation entitled each wind farmto receive one green certificate per MWh of electricity
produced. Thesecond green certificate remained deferred until 2018. Under the 2015 changes in the legislation on the
renewables support scheme, we are entitled also to the green certificates that were not granted during the suspension
period from 2013 to 2015, although the recovery mechanismis still subject to political debate.

In 2016, the E.U. Commission approved our individual notification for Cogealac and Fantanele Vest wind
farms and, subsequently, we received permanentaccreditation for allocation of one green certificate from ANRE. The
second green certificate is deferred until 2018. Accordingly, thedeferred greencertificates will be issued in the period
between January 1, 2018 and December 31, 2025. The certificates thatour wind farms were supposed to receive during
the period when theirtemporary accreditation expired are to be issuedafter the end of the support scheme (in case of
Cogealac, after 2027, and in case of Fantanele Vest, after 2025).

In March 2017, the Romanian government enacted Emergency Ordinance no. 24/2017, having a positive
impact on the Romanian regulatory scheme and introducing measures expected to eliminate the excess amount of the
issued green certificates currently on themarket. The ordinance hasimposed a duty on electricity sellers to purchase
annually a constant amountof green certificates for the period of 15 years, commencing on April 1, 2017. In addition,
green certificates issued after April 1, 2017 are to be tradeable until March 31, 2032. Further, the mandatory price range
for green certificates has been increased to between 29.4 EUR/MWh and 35 EUR/MWh.

We recognized impairment losses of CZK 2,295 million with respect to our Romanian wind power farms in
2015 and CZK 2,466 million in 2016.

Any further suspensions or delays in accreditation and allocation of the green certificates or other adverse
decision with respect to Romanian support of renewable energy sources could have an adverse effect on our ability to
fully recover our investment in our Romanian wind power plants and have an adverse effect on results of our
operations. For more information on the situation concerning our investment in Romanian wind power plants, please
see “Description of the Issuer— Electricity Generation — Wind power generation — Romania.”

We may not be able to fully recover the value of our investment in Polish wind power plants.

Since 2011, we have beendevelopinga numberofwind farmprojects in various locations in Poland through
our 100% shareholding interest in Eco-Wind Construction S.A., a Polish wind farm developer.

In July 2016, the new Polish wind farminvestmentlaw enteredinto force. Such law has adverse consequences
for developmentofourwind farms in Poland. Pursuant to the new law, inter alia, (i) wind turbines must be situated
away fromresidentialand non-residential areas including natural reserves at a distance of equal to, or exceeding, ten
times theirtotal height, (ii) wind turbines are subject to higher real estate taxes to be paid by the wind farm operators,
and (iii) technical andsafety conditions ofwind turbines are subject toreview by Polish governmental authorities every
two years and operators will be required to pay a substantial fee for this regulatory review in the amount of 1% of the
wind turbines construction costs.

In addition, a new Polish law on renewable energy sources was adopted which introduced a new auction
mechanismfor granting the subsidies. The mechanismis set sothatthe highest subsidy would begranted to the stable
and predictable sources, and thus wind power electricity generation will be the least subsidized renewable energy
source, which may have an adverse effect on development of our wind farms in Poland.
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Because of these adverse regulatory changes, development of four projects has been suspended and
development of three other projects continues with the intention of their sale, rather than implementation. Currently, we
are proceedingwith the developmentoftwo projects with intention of their implementation. First, the construction of
Project Krasin, our most advanced project, is dependent on the date and result of the auction in respect of the
technological basket for wind energy. The auction is currently expected to take place in the fourth quarter of 2017.
Secondly, we also anticipate construction of the second project, Biskupiec stage 1.

We recognized valuation allowance of CZK 9 million with respect to our Polish wind power farms in 2015
and CZK 671 million in 2016.

Althoughwe are taking all necessary steps to limit the impact of all adverse regulatory actions in Poland, we
cannotgive anyassurance that we would be able to recover our investment in our business in Poland. Consequently, the
developments could have adverse effect on our business, results of operations and financial condition.

Squeeze-out proceedings concerning former minority shareholders of companies we have acquired may adversely
affect our results of operations and financial condition.

We may incur significant liabilities in connection with pending litigation concerning thesqueeze-outof former
minority shareholders of mining and heating companies that we have acquired. For more detailed informationon these
proceedings, please see “Description ofthe Issuer—Legal Proceedings—Squeeze-Out Proceedings”. If such litigation
is notdecided in ourfavour, the final decision of the Czech courts, particularly in relation to share price, additional
payments orsupplementary interest, could have a material adverse effect on our business, results of operations and
financial condition.

Our activities require various administrative authorizations and licenses that maybe difficultto obtain, maintain or
renew or whose grant may be subject to conditions that may become significantly more stringent.

Our core activities of generation, distribution and supply of electricity require various administrative
authorizations, at localand national levels, in the Czech Republic (see “Regulation—Czech Republic—Electric Energy
Sector—Licensing Regime)and in the other countries in which we operate. The procedures for obtainingand renewing
these authorizations can be protractedand complex Obtaining these authorizations is not routine and the conditions
attached to obtaining themare subject to change and may not be predictable. As a result, we may incur significant
expensesin orderto comply with the requirements associated with obtaining or renewing these authorizations (for
example, the costofpreparing applications for authorizations or investments associated with installing equipment that
are required before the authorization canbe issued). Delays, extremely high costs or the suspension of our industrial
activities due to our inability to obtain, maintain, or renew authorizations, may also have a negative impact on our
businessactivities and profitability. For example, operation of the Dukovany nuclear power plant was suspended in
2015 because of the license extension process and the welds control, and we also undertook unplanned operation
outages ofthe Temelin nuclear power plantwhich caused the electricity generation todecline beyond our expectations.
In 2016, the welds control at the Dukovany nuclear power plant continued and thus extended the length of the
scheduled outages of Units 2, 3 and 4. In addition, in 2016, both Units of the Temelin nuclear power plant have
undergone outages that were longer than expected due to unforeseen works. In case of Unit 1 the outage was influenced
by the weld controls, in caseof Unit 2 the outage was extended due to a turbine oil glands fault and replacement. For
further detailed information, please see “Description of the Issuer—Our Business—Electricity Generation”.

In addition, we ofteninvestresources priorto obtaining the necessary permits and authorizations, particularly
in connection with feasibility studies and environmental studies, but may have to cancel or withdraw froma project if
we are unable to obtain the necessary permits or authorizations. Certain other material licenses for the operation of our
power plants are due to expire within the next five years. Any failure to obtain, maintain, renew or extend all the
necessary administrative authorizations and licenses necessary for the operation of our business and execution of our
strategy, could have a material adverse effect on our business, results of operations and financial condition.

External financing may increase our interest expense.

Due to potential investments, acquisitions and our needto service existing debt and other financial obligations,
we may need additional external financing to cover our payment obligations. Any increase in interest rates could
therefore lead to a material increase in our interestexpense, which could havea material adverseeffect onour business,
results of operations and financial condition.
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Accordingto the new E.U. rules on capital requirements for banks (i.e., in particular, Directive 2013/36/EU on
accessto theactivity of credit institutions and the prudential supervision of credit institutions and investment firms
(“CRD IV”) and Regulation (EU) No 575/2013 on prudential requirements for credit institutions and investment firms
(“CRR”), capital requirements for banks in the E.U. were strengthened. Amongst others, strengthening of capital
requirements for banks in the E.U. may potentially lead to an increase in interestrates of external bank financing and a
decrease of bank’s lending capacity.

Future privatization of CEZ may result in a credit downgrade or may affect our ability to repay debt, which could
have a material adverse effect on our business, results of operations and financial condition.

The Czech Republic, through the Ministry of Finance, holds approximately 69.8% of all shares in CEZ as of
the date of this Base Prospectus. Although we do not currently expect the Czech Government to privatize CEZ, we
cannot give any assurance that the Czech Government or any future government of the Czech Republic will not
ultimately seek to undertake a partial or full privatization of CEZ resulting in the sale ofits entire shareholding in CEZ.
The credit rating currently assigned to CEZ by the rating agencies is based in part on the opinion ofthe rating agencies
that the Czech Republic may potentially provide support to CEZ in the event of financial distress. This rating could
come under pressure, potentially leading to a downgrade, if CEZ is fully or partially privatized and the Czech Republic
is no longera controlling shareholder, which could affectour ability to make repayments on ourdebtorotherwisehave
a material adverse effect on our business, results of operations and financial condition.

Our failure to expand and diversify our non-nuclear generation capacity may adversely affect our business, results
of operations and financial condition.

Our current generation capacity predominantly consists of coaland nuclear generation. We aim to expand our
existing non-nuclear power generation as well as diversify our generation capacity in order to reduce CO, emissions,
increase theflexibility of our generation facilities and increase our generation potential to meet future demand. We
hopeto achieve this by investing in the upgrade and replacementof coal-fired power plants, building new wind power
plants andincreasing our renewable power generation capacity. All of these investments require capital expenditure
and substantial managerial attention. Furthermore, we may incur additional costs and loss of revenues if we fail to
complete suchexpansion and diversification projects within budget and on schedule. Our failure to properly control
these capital expenditures may result in higher utilization of our debtcapacity and our inability to contract the relevant
supplies on terms substantially comparable to those of our competitors, which could lower the competitiveness of our
generation fleet. Any failure to expand and diversify our non-nuclear generation capacity could havea material adverse
effect on our business, results of operations and financial condition.

State support for certain power generation sources could have a material adverse effect on our business, results of
operations and financial condition.

The Czech Renewable Energy Act required and the Czech Promoted Energy Sources Actrequires distribution
companies to purchase certain amounts of electricity from environmentally friendly “co-generation,” “small hydro,”
“decentralized” or “renewable” facilities. This results in significantly higher state support for small generation sources
or forthose that are connected directly to thedistributiongrid. This supportmay be in the form o fregulated subsidized
prices or preferential access of these generation sources to the distribution grid (please see “Regulation — Czech
Republic - Renewable Energy Sources”).

However, in the Czech Republic we operate large plants and transmit a major portion of our electricity to the
transmission grid. Consequently, we cannot take full advantage of state support for otherwise comparable power
generationsources in the Czech Republic under the Czech Energy Act. Similar state support schemes for selected
alternative power generation sources also exist in other countries in which we operate, including Bulgaria and
Romania. While we believe that these purchases of electricity by the distribution companies and the preferential
treatment of renewable sources will not substantially adversely affect the generation volumes of our conventional
generation facilities, we cannot provide any assurance that this will in fact be the case or that our electricity sales to
supply companies will not decrease, which could in turn have a material adverse effect on our business, results of
operations and financial condition.

Political developments in the Czech Republic could have a material adverse effect on our business, results of
operations and financial condition.

19



The compositionofthe Czech government and any political developments or changes in the economic policy
of the Czech Republic may have an adverse effect onthe overall economic stability ofthe Czech Republic. We cannot
give any assurance that any change in the Czech government would not affect the energy, economic, fiscal, and
regulatory policies of the Czech Republic, nor can we give any assurance that any potential change in the Czech
government would notaffect thestructure of the presidiumofthe Ministry of Finance and, as a result, the structure of
our Supervisory Board and our Board of Directors. Such unfavourable political developments could have a material
adverse effect on our business, results of operations and financial condition.

Changes in E.U. or national requirements affecting liability for nuclear damage, insurance requirements or
decommissioning of nuclear power plants could have a material adverse effect on our business, results of operations
and financial condition.

Each E.U. member state sets its own limits and rules relating to liability for nuclear damage, insurance
requirements and decommissioning of nuclear power plants, which are affected by the political policies of each E.U.
member state. Any changes or developments in such legal or regulatory requirements or policies could affect the legal
and regulatory requirements and political policies of the Czech Republic. Any changes to the limits and rules setby the
Czech Republic affecting the operation of our nuclear power plants, including liability for nuclear disasters, insurance
coverageand premiums or decommissioning costs, could have a material adverse effect on our business, results of
operations and financial condition.

Anincrease incompetition in the markets inwhich we operate could have a material adverseeffect on our business,
results of operations and financial condition.

The energy markets in the countries in which we operate are undergoing a process of gradual liberalization,
which is being implemented through different approaches and on different timetables from country to country. As a
result ofthis liberalization, new competitors may enter many of our markets in the future. In relation to electricity, we
compete in the retail electricity market and the wholesale electricity market. All suppliers have the right to offer their
electricity and all customers havethe right tochoose their electricity supplier at their own discretion and we cannot
give any assurance that our customers will not change their suppliers. Since January 1, 2006, the Czech electricity
market has beenfully liberalized and all end-consumers are consideredto be eligible customers who may freely choose
theirsupplier of electricity based on current market conditions. If our existing customers or potential new customers
purchase electricity fromother suppliers, our revenues and our market share will decrease. Our ability to develop our
businessand improveour financial results may be constrained by new competition and we may be unable to offset the
financial effects of decreases in productionand sales of electricity through efficiency improvements, or expansion into
new business areas or markets. As aresult, any increase in competition in the markets in which we operate could have a
material adverse effect on our business, results of operations and financial condition.

Our equipment and components of our power plants are subject to gradual deterioration over time.

The continual operation of our power plants, as wellas natural processes, such as erosion and corrosion, have
an impact on the condition of some of our equipment and components of our power plants. The impact of such
operationand processes tends to increase asour plant, equipmentand components grow older. As part of our strategy,
we are currently finalizing a significant portfolio renewal program aimed at modernizing our power plant portfolio.
Although we seek to implement new inspections and maintenance practices, including proactively repairing or
replacing equipment and components before they fail, as well as implementing our portfolio renewal program, we
cannotgive any assurance that we will be successful in our efforts, which could have a material adverse effect on our
business, results of operations and financial condition.

Our ability to supply electricity is dependent upon the transmission system and our reliance on third parties.

The transmission of electricity fromour power plants andto our distribution networks is dependent upon the
infrastructure of the transmission systems in the countries in which we operate. Wehave no control over the operation
of these transmission systems and we must rely on independent third party transmission systemoperators in the
countries in which we operate, including CEPS, a.s., the state-owned transmission system operator in the Czech
Republic. Any failure of the transmission systems in the countries in which we operate, including as a result of natural
disasters, insufficientmaintenance or inadequate development, could prevent us fromdistributing electricity fromour
power plants to end-consumers, which in turn could have a material adverse effect on our business, results of
operations and financial condition.
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Disruptionsinthe supply of coal, nuclear fuel, gas or other raw materials, or an unexpected increase in their cost,
could materially and adversely affect our business, results of operations and financial condition.

In the ordinary course of our business, we are exposedto the risk of disruptions in the supply of coal, nuclear
fuel, gas or other raw materials, and to increases in their cost. Our generation operations depend upon obtaining
deliveries of adequate supplies of raw materials on a timely basis andare therefore vulnerable to changes in the supply
of the raw materials, including browncoal, nuclear fueland gas. Our main supplier of black-coal used in our black-coal
fired power plants, OKD, a.s., was declared insolvent by an insolvency court in 2016, which may have a negative
impact on supply of black-coal to our power plants (Please see “Description of Issuer — Fuel - Coal”). Any significant
shortages or interruption in the supply of raw materials or increases in their costs could disrupt our generation
operations and increase our costof raw materials, which could havea material adverseeffect onour business, results of
operations and financial condition.

Nuclear fuel for our nuclear power plants in the Czech Republic is supplied by Russian company TVEL (for
more information, pleasesee “Description of Issuer — Fuel Nuclear Fuel”). The current political situation in Ukraine
and Russia may lead to shortages or interruptionin the supply ofthe nuclear fuelto our nuclear power plants and even
though we decided to constructa strategic inventory of fabricated fuelat our Temelin Nuclear Power Plant, we cannot
give any assurance thatany shortages or interruptions in the supply of nuclear fuel will not have a material adverse
effect on our business, results of operations and financial condition.

We are subject to a variety of additional litigation and regulatory proceedings and we cannot giveany assurances as
to their outcome or the sufficiency of our provisions.

In the ordinary course of our business, we are subject to numerous civil, administrative and arbitration
proceedings. Ouraudited consolidated financial statements show accrued provisions for contingent liabilities relating to
particular proceedings, calculated based on the advice of our internal and external legal counsel. As of December 31,
2016, we also recorded provisions relating to various other risks and charges, primarily in connection with regulatory
disputes and disputes with local authorities. However, we have not recorded provisions in respect of all legal,
regulatoryand administrative proceedings to which we are a party or in which we may become a party. In particular,
we have not recorded provisions in cases in which the outcome is unquantifiable or which we currently expect to be
ruled in our favour. Asaresult, we cannotgive any assurance that our provisions will be adequate to coverall amounts
payable by us in connection with such proceedings. Our failure to quantify sufficient provisions or to assess the likely
outcome of any proceedings against us could have a material adverse effecton our business, results of operations and
financial condition.

Due to our positioninthe Czech market, we are subjectto the risk of having our future expansion limited more than
our competitor

According to the ERO, in the Czech Republic for the year ended December 31, 2016, we accounted for
approximately 68% of electricity generated, 61% of installed electricity generation capacity, we distributed
approximately 65% of the total electricity consumed in the regional distribution areas in the Czech Republic and sold
32% of the total net electricity consumed. In addition, we are the largestproducer of brown coal in the Czech Republic,
accounting forapproximately 55.4% of the total volume of brown coal produced in the Czech Republic for the year
ended December 31, 2016. In 2016, the remaining 31.6% share of electricity generated in the Czech Republic came
fromindependent power producers and self-generators.

Although we comply and will continue to comply with all the applicable competition, anti-trust and non-
discrimination rules, we may be subject to lawsuits or proceedings on the grounds of alleged non-compliance with
these rules,and such lawsuits and proceedings could be decided against our interest, which could have a material
adverseeffect on our business, results of operations and financial condition. In order to enhance competition, the
competentauthorities or certain governments could als o take decisions contrary to our interests. Such decisions could
limit ourexpansionand growthand, thus, have a material adverse effect on our business, results of operations and
financial condition.

The investigations by police in the Czech Republic

CEZ has been contacted by thepolice ofthe Czech Republic in several cases thatare subjectto investigation.
All cases are still at their preliminary stage which typically lasts for several months and sometimes ayearor longer. At
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that stage the police collectand verify information in order to decide whether there are justified reasons for starting
criminal prosecution.

In April 2016, CEZ Obnovitelné zdroje, s.r.0., an operator of the solar power plant Vranovska Ves with
installed capacity of 16.033 MW received a resolution ofthe police ofthe Czech Republic on seizure of a part of funds
which CEZ Obnovitelnézdroje, s.r.0. is in the future entitled to receive under the settlement agreement between CEZ
Obnovitelné zdroje, s.r.o.and OTE, a.s. The funds seized by the Czech police are equal to the difference between the
amount of subsidies paid to the solar power plant Vranovska Ves and the amount of subsidies that would have been
paid to the solar power plant Vranovska Ves if it had been put into operation in 2011 when the subsidies were
decreased, comparedto the period prior to 2011 when the solar power plant Vranovska Ves was put into operation.

In November 2016, the High Court in Olomouc cancelled the former resolution of the police of the Czech
Republic and issued a new res olution toseize the claimof CEZ Obnovitelné zdroje, s.r.0. against OTE, a.s. in the total
amount of CZK 383 miillion (according to theoriginal resolution, the police of the Czech Republic seized the claim of
CEZ Obnovitelné zdroje, s.r.o. against OTE, a.s. in the total amount of CZK 606 million). The funds of CEZ
Obnovitelné zdroje, s.r.0. are deposited with the Czech National Bank and cannot be disposed of by CEZ Obnovitelné
zdroje, s.r.o.

In February 2017, the police ofthe Czech Republic issued a resolution to seize the funds of CEZ in the total
amount of CZK 223 million which, as a result, cannot be disposed of by CEZ.

We believe that the solar power plant Vranovska Ves received the subsidies in compliance with applicable law
which was confirmed by several inspections conducted by the ERO. Therefore, CEZ Obnovitelné zdroje, s.r.o. and
CEZ, respectively, filed a complaint against theresolutions of the police of the Czech Republic. In this proceeding the
accused persons are not employees of CEZ Group. CEZ Obnovitelné zdroje, s .r.0. and CEZ are the injured parties.
Both resolutions are only preliminary rulings.

CEZ and CEZ Obnovitelné zdroje, s.r.o. fully cooperate with the investigators and provide them with all
requested documentation and information. Even though we believe that all cases in question are in compliance with
relevant laws and therefore will be closed at their preliminary stage, we cannot fully exclude that any of those
investigations would result in criminal prosecution, which if adversely determined, could have anadverse effecton our
business, results of operations and financial conditions.

The agreements that govern our long-term debt contain restrictive covenants.

The agreements thatgovernour long-termdebt contain certain restrictive covenants, including among others
“negative-pledge” clauses, “no disposal ofassets” clauses and “material change” clauses, which may restrict our ability
to acquire ordispose of assets orincur new debt. Our failure to comply with any of these covenants could constitute an
event of default, which could result in the immediate or accelerated repayment of our debt, lead to cross -default under
ourothercredit agreements or limit or reduce our ability to implement and execute our key strategies, which could in
turn have a material adverse effect on our business, results of operations and financial condition.

We may becomeliable for increased decommissioning costs or be required to keep additional amounts as restricted
funds for the decommissioning of our nuclear power plantsand for the decommissioning and reclamation of our
mines and the remediation of mining damage.

Under Czech law, we are required to reserve restricted funds to meet the expected future costs of
decommissioning our nuclear power plants. We pay these funds into nuclear escrow accounts that can be used only to
meet decommissioning costs with the permission of the Czech Repository Authority. In 2016 and 2015, the payments
to the nuclearescrowaccount amounted to CZK 408.5 million and CZK 408.5 million, respectively. We cannot give
any assurance that amounts held by us as restricted funds will not increase as a result of increased projected costs of
decommissioningoras aresult of other factors determining theamount of our annual contributions. In addition, if such
amounts are not sufficientto meet future decommissioning costs, we may be required to pay additional amounts, which
could have a material adverse effect on our business, results of operations and financial condition.

We are involved in openpit mining in the Czech Republic and are required to keep funds to decommission
mines at the end of their operating lives. In addition, Czech law relating to open pit mining also requires us to remediate
land affected by our mining operations. The costof remediation depends on the type of remediation and is subject to
periodical review. In addition to the creation of remediation reserves, the Czech authorities may also require other
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payments relating to mining licenses. The methodology for determining remediation costs and such other payments
may change as might the requirements relating to the collateralization of obligations, which could have a material
adverseeffect onourbusiness, results of operations and financial condition. Asan ownerand operator of electricity and
heat facilities, we may incur in the future significantcosts and expenses in connection with decommissioning of such
facilities.

We are subject to environmental, health and safety laws and regulations and must maintain environmental, health
and safety regulatory approvals and we may beexposed tosignificantliabilities if we fail to comply with such laws
or maintain such approvals.

We are subject to various environmental, health and safety laws and regulations governing, among other
things:the generation, storage, handling, release, use, disposal and transportation of waste or hazardous and radioactive
materials; the emissionand discharge of hazardous materials into the ground, air or water; the decommiss ioning and
decontamination of our facilities; and the health and safety of the public and our employees. E.U. regulators and
regulators in the countries in which we operateadminister these laws and regulations. We are also required to obtain
environmental and safety permits from various governmental authorities for our operations. Certain permits require
periodic renewal or review of their conditions as well as continuous monitoring and reporting of compliance with their
conditions and we cannot give any assurance that we will be able to renew such permits or that material changes to our
permits requiring significantexpenditures, will not be imposed. Violations of these laws, regulations or permits could
result in plant shut-downs, fines or legal proceedings being commenced against us or other sanctions, in addition to
negative publicity and significant damage to our reputation. Other liabilities under environmental laws, including the
clean-up of radioactive or hazardous substances, can alsobe extremely costly to discharge. Environmental and health
and safety laws are complex, change frequently and have tended to become more stringent over time. As a result, we
may not at all times be in full compliance with all such laws and regulations. While we have bud geted for future capital
and operating expenditures to comply with current environmental and healthand safety laws, it is possible that any of
these laws may change or become more stringent in the future or that new laws may be adopted (for example E.U.
legislation may be adopted that imposes additional capital expenditure on our brown coal-fired power plants).
Therefore, our costs of complying with currentand future environmental and health and safety laws and our liabilities
arising from past or future releases of, or exposure to, radioactive or hazardous substances, could have a material
adverse effect on our business, results of operations and financial condition.

Following the nuclear disaster at Fukushima in 2011, we have beenrequired to carry out “stress tests” by the
European Council in orderto assess the safety of our nuclear power plants and how resistantthese power plants are to
natural disasters such as floods and earthquakes. We have successfully passed all such tests and our nuclear power
plants are compliant with recommendations of the European Council. However, we are required to take certain
corrective action to furtherimprove the safety andresistance of our nuclear power plants. If we fail to implement the
proposed corrective action within the specified deadlines or if we are required to comply with any additional
requirements of the European Council in the future, we could incur significant costs, which in turn could have a
material adverse effect on our business, results of operations and financial condition.

We are subject to the risks associated with E.U. regulation of energy marketmechanisms, including the credit and
cash settlement requirements for trading of commaodities and financial instruments.

We trade on the financial and energy wholesale markets. E.U. regulations, such as the E.U. Regulation on
Wholesale Energy Market Integrity and Transparency (the “REMIT”), the E.U. Directive on Markets in Financial
Instruments Directive (the “MIFID”) and the E.U. Regulation on European Market Infrastructure Regulation (the
"MIFIR"), require the implementation of wholesale commodity trading, including potential cash margining
requirements, for all over-the-counter deals. These regulations may significantly modify current financial and
commodity instrument rules based on rules of the European Federation of Energy Traders (“EFET”) and of the
International Swaps and Derivatives Association (“ISDA”). Changesto credit and cash settlement requirements could
require us to put-forward cash margining to cover mark-to-market of all our wholesale forward sales of electricity used
for hedgingourgeneration portfolio in case of power price increases. Due to the amount of our hedged production
volume and the volatility of power prices, such requirements could result in significant liquidity needs that may be
difficult to cover. In addition, foreign exchange and interest rate hedging transactions could also be affected. As a
result, E.U. regulation of energy market mechanisms, including any changes to credit and cash settlement requirements
for trading of commodities and financial instruments, could have a material adverse effect on our business, results of
operations and financial condition.
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Our revenues and results of operationsare subject to climaticconditions and seasonal variations that are not within
our control.

Electricity and heat consumption is seasonal and is mainly affected by climatic conditions. In Central and
South East Europe electricity consumption is generally higher during the cold winter months. Electricity generation
may also depend on climatic conditions, such as droughts or heatwaves which limit generationdue to requirements to
observe certain temperature limits for rivers downstreamof facilities in connection with the cooling of power plants or
speed and direction of winds or sunshine for the generation of renewable energy. Consequently, our income reflects the
seasonal character of the demand for electricity and may be adversely affected by significant variations in climatic
conditions. We may needto compensate fora reduction in the availability of electricity generated by economical means
by using other means with a higher generation cost or by being required to access the wholesale markets at higher
prices, which could have a material adverse effect on our business, results of operations and financial condition.

Anincrease in the cost of disposing of radioactive waste could have a material adverse effect on our business,
results of operations and financial condition.

Under Czech law, we are required to contribute funds to a nuclear account administered by the Ministry of
Finance (the “Czech Nuclear Account”) based on theamount of electricity produced by our nuclear power plants. The
Czech Nuclear Account is used by the Czech Radioactive Waste Repository Authority (the “Czech Repository
Authority”)to organize centrally, superviseand take responsibility for the disposal of nuclear waste, as well as all final
disposal facilities. We cannotgive any assurance that the Czech governmentwill not increase the contributions that we
are required to pay into the Czech Nuclear Account under the Czech Nuclear Act 2016 or that cash amounts accrued in
the Czech Nuclear Account will be sufficient to fund the disposal of radioactive waste. Any requirement to pay
additionalamounts intothe Czech Nuclear Account could have a material adverse effect on our business, results of
operations and financial condition.

Astrike or other labour disruption atour facilities could adversely affect our business, results of operations and
financial condition.

A substantialnumber of ouremployees are represented by labour unions andall CEZ employees were covered
by our collective bargaining agreement as of December 31, 2016 (please see “Description ofthe Issuer—Employees™).
This agreement includes provisions that limit our ability to realize cost savings from restructuring initiatives such as
plant closures and reductions in workforce. Since our foundation we have not experienced any strikes or work
stoppages, however, any strikes, threats of strikes, or other resistance orwork stoppages in the future, particularly those
affecting our facilities in the Czech Republic, could impair our ability to implement further measures to reduce costs
and improve production efficiencies in furtherance of our strategy, which could have a material adverse effect on our
business, results of operations and financial condition.

We have no controlover the securityand operational processes of the national registries for emission allowances
and green and other certificates within Europe.

We own a significant amount of emission allowances and emission credits, as well as green and other
certificates which are registered as intangible assets by national registries in individual E.U. countries. National
registries are operated by independent governmental bodies and are governed by E.U. law. We have no control or
influence overthesecurity and operational processes of these national registries. The financial value of our assets
registered in suchregistries is significant and any unauthorized transactions could have a material adverse effecton our
business, results of operations and financial condition.

Our insurance coverage may not be adequate.

We have limited property and machinery insurance for our significant assets, including the Dukovany and
Temelin nuclear power plants. We cannot give any assurance that our business will not be adversely affected by the
costs ofaccidents or other unexpected occurrences at our facilities forwhich insurance coverage is not available, has
not been obtained by us or is not sufficient, which could have a material adverse effect on our business, results of
operations and financial condition.

Risks associated with restitution claims and registration of plots of land in the Czech Cadastral registry.

A restitution process is underway in the Czech Republic, which involves the return of nationalized real
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propertyto its previous owners, following the change ofthe regime in 1989 and the fundamental change in principles
of registration of real estate property in the Czech Republic in 1992. While we have not received any significant
challengesto our land ownershiprightsto date, asaresult of the restitution process currently underway in the Czech
Republic, ourrights of ownership toindividual plots of land in our real estate portfolio might be challenged by third
parties which could have a material adverse effect on our business, results of operations and financial condition.

Electromagnetic fields may have an adverse impact on public health.

Questions with respect to therisks to human health asa result of exposure to electromagnetic fields (“EMFs”),
in particular, frompower lines operated by us, havebeenraised both within the European Union and inte rnationally.
Based on numerous studies completed over the past 20 years, numerous international health organizations (including
the World Health Organization (“WHO”), the International Agency for Research on Cancer (“lARC”), the American
Academy of Sciences, the American National Institute of Environmental Health Sciences, the English National
Radiological Protection Board) consider, given currently available scientific information, that the existence of health
risks as a result of exposure to EMFs has not been proven. Since 2002, the IARC has classified the low-frequency
electromagnetic fields at level 2B (possible carcinogen) on its scale of scientific evidence. However, in a report
published in June 2007, the WHO considered thatthe healthrisks, if any, were low. Medical knowledge about health
risks related to exposure to EMFs may evolve or public sensitivity about such risks could increase, or the principle of
precaution could be applied very broadly. At the E.U. and national level, new regulations aimed at understanding the
risks associated with EMFs are being developed. This couldexposeus to litigation and significant costs, including costs
incurred in connection with theadoption of more stringentsecurity measures for the operation or construction o f our
generation facilities and distribution networks, which could havea material adverse effect on our business, results of
operations and financial condition.

Our facilities produce polychlorobiphenyls which could have an adverse impact on the environment or public
health.

We operateorhave operated certain facilities which, as currently operated, could be or have been the source of
industrialaccidents orenvironmental and public health impacts (suchas inadequately controlled emissions, leakages in
electricity supply lines insulated with oil under pressure, a failure of decontamination facilities, pathogenic
microorganisms, asbestos, and polychlorobiphenyls (“PCBs”)). In particular, large quantities of hazardous materials
(mainly explosive or flammable, such as gasand fuel oil) are stored in certain facilities. These facilities may be located
in industrial areas where other activities facing similar risks are carried out, such that our own facilities may be
impacted by accidents occurring at neighbouring facilities that are not within our control. This could expose us to
litigation and significantcosts, including costs incurred in connection with adopting more stringent security measures
for the operationor construction of our generation facilities and transmission or distribution networks, which could
have a material adverse effect on our business, results of operations and financial condition.

Prohibitedand unethical conduct carried outby our employees or third parties could have a material adverse effect
on our business, results of operations and financial condition.

Althoughwe take all necessary precautions and implement all necessary preventive measures, any prohibited
and unethical conduct carried by our employees or third parties on our behalf could expose us to criminal and civil
sanctions which could have a material adverse effect on our reputation and shareholder value and, thus, on our
business, results of operations and financial condition.

We may not be able to hire, train or retain a sufficient number of qualified staff.

Experienced and capable personnel in the energy industry are in high demand and we face significant
competition in our principal markets to recruit such personnel. Consequently, when our experienced employees leave
ourbusiness or retire, we may have difficulty, andincuradditional costs, replacing them. In addition, the loss of any
member of our senior management teammay result in a loss of organizational focus, poor execution of our operations
and corporatestrategy and our inability to identify and execute potential strategic initiatives in the future, including
strategies relating tothe growth of our business. Further, with effect fromJanuary 1, 2017, the Czech Nuclear Act 2016
significantly extended the number of ouremployees thatmust be subjectto security clearance fromthe Czech National
Security Authority. We estimate that an additional 3,000 of our staff members located in Dukovany and Temelin
nuclear power plant will be required to receive the security clearance by January 1, 2020. The extended security
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clearance requirement could significantly restrict our hiring policy and further limit an already limited number of
candidates qualified for the respective positions.

Our failure to hire, train or retain a sufficient number of experienced, capable and reliable personnel,
especially senior and middle management with appropriate professional qualifications, or to recruit skilled professional
and technical staff in pace with our growth, could have a material adverse effect onourbusiness, results of operations
and financial condition.

Risks related to the Notes

The Notes may not be a suitable investment for all investors.

Each potential investor in the Notes must determine the suitability of that investment in lig ht of its own
circumstances. In particular, each potential investor may wish to consider, either on its own or with the help of its
financial and other professional advisers, whether it:

() has sufficientknowledge and experience to make a meaningful evaluation of the Notes, the merits and
risks ofinvesting in the Notes and the information contained or incorporated by referencein this Base
Prospectus or any applicable supplement;

(i) has access to, and knowledge of,appropriate analytical tools to evaluate, in the context of its particular
financial situation, an investment in the Notes and the impact the Notes will have on its overall
investment portfolio;

(iii) has sufficientfinancial resources and liquidity to bear all of the risks of an investment in the Notes,
including Notes with principal or interest payable in one or more currencies, or where thecurrency for
principal or interest payments is different fromthe potential investor’s currency;

(iv) understands thoroughly the terms of the Notes and is familiar with the behavior of any relevant
indices and financial markets; and

(V) is able to evaluate possiblescenarios for economic, interest rate and other factors that may affect its
investment and its ability to bear the applicable risks.

Some Notes are complexfinancial instruments. Sophisticated institutional investors generally do not purchase
complex financial instruments as stand-alone investments. They purchase complexfinancial instruments as a way to
reduce risk orenhance yield with an understood, measured, appropriate addition of risk to their overall portfolios. A
potential investor should not invest in Notes which are complexfinancial instruments unless it has the expertise (either
alone or with a financial advisor) to evaluate how the Notes will performunder changing conditions, the resulting
effects on thevalue ofthe Notes and theimpact this investment willhave on the potential investor’s overall investment
portfolio.

Risks related to the structure of a particular issue of Notes

Arange of Notes may be issued under the Programme. A number of these Notes may have features which
contain particular risks for potential investors. Set out below is a description of the most common such features,
distinguishing between factors which may occur in relation to any Notes and those which might occur in relation to
certain types of Exempt Notes:

Risks applicable to all Notes

If the Issuer hasa rightto redeemany Notes at its option, this may limit themarket value of the Notes concerned and
an investor may not be able to reinvestthe redemption proceeds in a manner whichachieves a similar effective return.

An optional redemption feature of Notes is likely to limit their market value. During any period when the
Issuermay elect to redeemNotes, the market value of those Notes generally will not rise substantially above the price
at which they can be redeemed. This also may be true prior to any redemption period.

The Issuer may be expected toredeemNotes whenits cost of borrowing is lower than the interest rate on the
Notes. At those times, an investor generally would not be able to reinvest the redemption proceeds at an effective
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interest rate as high as the interest rate on the Notes being redeemed and may only be able to do so at a significantly
lower rate. Potential investors should consider reinvestment risk in light of other investments available at that time.

If the Issuer hasthe rightto convert the interest rate on any Notes froma fixed to a floating rateor vice versa, this may
affect the secondary market and the market value of the Notes concerned.

Fixed/Floating Rate Notes are Notes which may bear interest at a rate that converts froma fixed rate to a
floating rate or from a floating rate to a fixed rate. Where the Issuer hasthe right to effect such a conversion, this will
affect the secondary market and the market value of the Notes since the Issuer may be expected to convert the rate
when itis likely to produce alower overall cost of borrowing. Ifthe Issuer converts froma fixed rate to a floating rate
in such circumstances, the spread on the Fixed/Floating Rate Notes may be less favourable than then prevailing spreads
on comparable Floating Rate Notestied to thesame reference rate. In addition, the new floating rate at any time may be
lower than the rates on other Notes. Ifthe Issuer converts froma floating rate to a fixed rate in such circumstances, the
fixed rate may be lower than then prevailing market rates.

There are particular risks associated with an investment in certain types of Floating Rate Notes. In particular, an
investor might receive less interest than expected or no interest in respect of such Notes.

The Issuermay issue Floating Rate Notes with interest determined by reference to a reference rate (such as
EURIBOR, LIBOR or PRIBOR).

Potential investors should be aware that:
() the market price of such Notes may be volatile;
(i) they may receive no interest;

(iii) a reference rate (suchas EURIBOR, LIBOR orPRIBOR) may be subject to significant fluctuations
that may not correlate with changes in interest rates, currencies or other indices;

(iv) the timing of changes in a reference rate may affect the actual yield to investors, even if the average
levelis consistent with their expectations. In general, the earlier the change in the reference rate, the
greater the effect on yield.

The historical experienceofareference rate should not be viewed as an indication of the future performance
of such referencerate during thetermofany the relevant Floating Rate Notes. Accordingly, each potential investor
should consult its ownfinancialand legal advisors aboutthe risk entailed by an investment in any Floating Rate Note
linked to a reference rate and the suitability of such Notes in light of its particular circumstances.

Noteswhich areissued at a substantial discountor premium may experiencepricevolatility in response to changes in
market interest rates.

The market values of securities issued at a substantial discount (such as Zero Coupon Notes) or premiumto
their principalamount tend to fluctuate more in relation to general changes in interest rates than do prices for more
conventional interest-bearing securities. Generally, the longer the remaining term of such securities, the greater the
price volatility as compared to more conventional interest-bearing securities with comparable maturities.

Risks applicable to certain types of Exempt Notes

There are particular risks associated withan investmentin certain types of Exempt Notes, such as Index Linked Notes
and Dual CurrencyNotes. In particular, an investor mightreceiveless interest thanexpected or no interest in respect
of such Notes and may lose some or all of the principal amount invested by it.

The Issuer may issue Notes with principal or interest determined by reference to an indexor formula, to
changes in the prices of securities or commodities, to movements in currency exchange rates or other factors (each, a
“RelevantFactor”). In addition, the Issuer may issue Notes with principal or interest payable in one or more currencies
which may be different fromthe currency in which the Notes are denominated.

Potential investors should be aware that:
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0] the market price of such Notes may be volatile;

(i) they may receive no interest;

(iii) paymentof principal or interest may occur at a differenttime or in a different currency than expected;
(iv) they may lose all or a substantial portion of their principal,

(V) a Relevant Factor may be subjectto significantfluctuations that may not correlate with changes in
interest rates, currencies or other indices;

(vi) if a Relevant Factor is applied to Notes in conjunction with a multiplier greater than one or contains
some other leverage factor, the effect of changes in the Relevant Factor on principal or interest payable
likely will be magnified; and

(vii)  thetiming of changes in a Relevant Factor may affecttheactual yield to investors, even if the average
levelis consistent with their expectations. In general, the earlier the change in the Relevant Factor,
the greater the effect on yield.

The historical experienceofan indexora Relevant Factor should notbe viewedas an indication of the future
performance of such Relevant Factor during the termof therelevant Notes. Accordingly, each potential investor should
consult its own financial and legal advisors about therisk entailed by aninvestment in any Notes linked to a Relevant
Factor and the suitability of such Notes in light of its particular circumstances.

Where Notes are issued ona partly paid basis, aninvestor who fails to payany subsequentinstalment ofthe issue price
could lose all of his investment.

The Issuermay issue Notes where the issue price is payable in more than one instalment. Any failure by an
investorto pay any subsequentinstalmentofthe issue price in respect of the Notes could result in such investor losing
all of his investment.

Noteswhich areissued withvariableinterest rates or which are structured to include a multiplier or other leverage
factor are likely to have more volatile market values than more standard securities

Notes with variable interest rates can be volatile investments. If they are structured to include multipliers or
other leveragefactors, or caps or floors, or any combination of those features or other similar related features, their
market values may be even more volatile than those for securities that do not include those features.

Noteswhich areissued withan inversefloating interest rate will have more volatile market values than conventional
floating rate notes

Notes with an inverse floating rate have an interest rate equal to a fixed rate minus a rate based upon a
reference rate such as LIBOR, EURIBOR or PRIBOR. The market values of those Notes typically are more volatile
than market values of other conventional floating rate debt securities based on the same reference rate (and with
otherwise comparable terms). Notes with an inverse floating rate are more volatile becausean increasein the reference
rate not only decreases theinterestrate of the Notes, butmay alsoreflect an increase in prevailing interest rates, which
further adversely affects the market value of these Notes.

Reform of PRIBOR and regulation and reform of other ""benchmarks' could adversely affect any Notes linked to
such ""benchmarks"

PRIBOR and otherratesandindices which are deemed to be "benchmarks™ are the subject of recent national,
international and other regulatory guidance and proposals for reform. Some of these reforms are already effective
whilst others are still to be implemented. These reforms may causesuch benchmarks to perform differently than in the
past, to disappear entirely, or have other consequences which cannot be predicted. Any such consequence could have a
material adverse effect on any Notes linked to such a "benchmark".

Regulation (EU)2016/1011 (the “Benchmark Regulation”) was published in the official journal on June 29,
2016, will apply from January 1, 2018 (with the exception of provisions specified in Article 59 (mainly on critical
benchmarks) that apply from June 30, 2016).
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The Benchmark Regulation could have a material impact on any Notes linked to PRIBOR or another
"pbenchmark" rate orindex, in particular, if the methodology or otherterms ofthe "benchmark™ are changed in order to
comply with the terms of the Benchmark Regulation, and such changes could (amongst other things) have the effect of
reducing orincreasingthe rate or level or affecting the volatility of the published rate or level of the benchmark. In
addition, the Benchmark Regulation stipulates that each administrator ofa “benchmark” regulated thereunder must be
licensed by the competentauthority of the Member State where such administrator is located. It cannot beruled outthat
administrators of certain “benchmarks” will fail to obtain a necessary licence, preventing them from continuing to
provide such “benchmarks”. Other administrators may cease the provision of certain “benchmarks” because of the
additional costs of compliance with the Benchmark Regulation and other applicable regulations, and the risks
associated therewith.

More broadly, any of the international, national or other proposals for reform, or the general increased
regulatoryscrutiny of "benchmarks", could increasethe costs and risks of administering or otherwise participating in
the setting ofa "benchmark" and complying with any such regulations or requirements. Such factors may have the
effect of discouraging market participants fromcontinuing to administer or contribute to certain "benchmarks", trigger
changes in the rules or methodologies used in certain "benchmarks"” or lead to the disappearance of certain
"benchmarks". Any oftheabovechanges orany other consequential changes as a result of international, national or
otherproposals for reformor otherinitiatives or investigations, could have a material adverseeffect on the value ofand
return on any Notes linked to a "benchmark".

Risks related to the Notes generally

Set out below is a description of material risks relating to the Notes generally:

The conditions of the Notes contain provisions which may permittheir modification without the consent of all
investors.

The conditions of the Notes contain provisions for calling meetings of Noteholders to consider matters
affecting their interests generally. These provisions permit defined majorities to bind all Noteholders including
Noteholderswho did not attend and vote at the relevant meeting and Noteholders who voted in amanner contrary tothe
majority.

The value ofthe Notes could be adversely affected by a change in English law or administrative practice.

The conditions of the Notes are based on English law in effect as at the date of this Base Prospectus. No
assurance canbe givenas tothe impact of any possible judicial decision or change to English law or administrative
practice after the date ofthis Base Prospectus and any such change could materially adversely impact the value of any
Notes affected by it.

Investorswho holdless thanthe minimum Specified Denomination maybe unable to selltheir Notesandbe
adversely affected if definitive Notes are subsequently required tobe issued.

In relation to any issue of Notes which have denominations consisting ofa minimum Specified Denomination
plus one ormore higher integral multiples of another smalleramount, it is possible that such Notes may be traded in
amountsthatare notintegral multiples of such minimum Specified Denomination. In such a case a holder who, as a
result oftrading suchamounts, holds an amountwhich is less thanthe minimumSpecified Denomination in his account
with the relevantclearing system would not be able to sell the remainder of such holding without first purchasing a
principalamount of Notesat or in excess of the minimum Specified Denominationsuch that its holding amounts to a
Specified Denomination. Further, a holderwho, as a result of trading such amounts, holds an amountwhich is less than
the minimum Specified Denominationin his account with the relevant clearing systemat the relevant time may not
receive a definitive Note in respect of suchholding (should definitive Notes be printed) andwould need to purchase a
principalamount of Notes at or in excess of the minimum Specified Denominationsuch that its holding amounts to a
Specified Denomination.

If such Notes in definitive form are issued, holders should be aware that definitive Notes which have a
denomination that is notan integral multiple of the minimum Specified Denomination may be illiquid and difficult to
trade.

Risks related to the market generally
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Set out belowis adescription of the material market risks, including liquidity risk, exchange rate risk, interest
rate risk and credit risk:

Anactive secondary market in respect of the Notes may never be established or may be illiquid and this would
adversely affect the value at which an investor could sell his Notes.

Notes may have noestablished trading market when issued, and one may never develop. If a market for the
Notes does develop, it may not be very liquid. Therefore, investors may not be able to selltheir Notes easily or at prices
that will provide themwith a yield comparable to similar investments that have a developed secondary market. This is
particularly the case for Notes that are especially sensitive to interest rate, currency or market risks, are designed for
specific investment objectives or strategies or have been structured to meet the investment requirements of limited
categories of investors. These types of Notes generally would have a more limited secondary market and more price
volatility than conventional debt securities.

If aninvestor holdsNoteswhich are not denominated in the investor’s home currency, he willbe exposed to
movements inexchange rates adversely affecting the value of his holding. In addition, the imposition of exchange
controlsinrelationto any Notes could result inaninvestor notreceiving payments onthose Notes.

The Issuer will pay principaland interest onthe Notes in the Specified Currency. This presents certain risks
relating to currency conversions if an investor’s financial activities are denominated principally in a currency or
currency unit (the “Investor’s Currency”) other than the Specified Currency. These include the risk that exchange rates
may significantly change (including changes due to devaluation of the Specified Currency or revaluation of the
Investor’s Currency) and therisk that authorities with jurisdiction overthe Investor’s Currency may impose or modify
exchange controls. Anappreciationin the value ofthe Investor’s Currency relative to the Specified Currency would
decrease (1) the Investor’s Currency equivalentyield on the Notes, (2) the Investor’s Currency equivalent value of the
principal payable on the Notes and (3) the Investor’s Currency equivalent market value of the Notes.

Government and monetary authorities may impose (as some have done in the past) exchange controls that
could adversely affectan applicable exchangerate or the ability of the Issuer to make payments in respectofthe Notes.
As aresult, investors may receive less interest or principal than expected, or no interest or principal.

The value of Fixed Rate Notes may be adversely affected by movements in market interest rates.

Investment in Fixed Rate Notes involves therisk that if market interest rates subsequently increase above the
rate paid on the Fixed Rate Notes, this will adversely affect the value of the Fixed Rate Notes.

Credit ratings assignedto the Issuer or any Notes may not reflect all the risks associated with an investment inthose
Notes.

The Issuer’s credit ratings are A- (stable outlook) by Standard & Poor’s and Baal (stable outlook) by
Moody’s. Standard & Poor’s (domiciled in the United Kingdom) and Moody’s (domiciled in the United Kingdom) are
both established in the European Union and are included in the list of credit rating agencies registered in accordance
with the CRA Regulation, which is available on the ESM A website (https:/www.esma.europa.eu/supervision/credit-
rating-agencies/risk). The list of registered and certified rating agencies published by ESMA on its website is not
conclusive evidence of the status ofthe relevant ratingagency included in such list, as there may be delays between
certain supervisory measures beingtakenagainst a relevant rating agency and the publication of the updated ESMA
list. In addition, Standard & Poor’s, Moody’s and/or other independent credit rating agencies may assign credit ratings
to the Notes. Anyrating is nota recommendationto purchase, sellorhold any particular security, including the Notes.
These ratings are limited in scope and do not comment as to market price or suitability for a particular investor. In
addition, ratings at any time may be lowered or withdrawn in their entirety. Actual or anticipated changes or
downgrades in the Issuer’s credit ratings, including any announcementthat the Issuer’s ratings are under further review
for a downgrade, could affect the market value of the Notes and increase the Issuer’s borrowing costs.

European regulated investors are restricted under the CRA Regulation fromusing credit ratings for regulatory
purposes, unless suchratings are issued by a credit rating agency established in the European Union and registered
under the CRA Regulation (and such registration has not been withdrawn or suspended), subject to transitional
provisionsthat apply in certain circumstances. Such general restriction will also apply in the case of credit ratings
issuedby non-E.U. credit rating agencies, unless the relevantcredit ratings are endorsed by an E.U.-registered credit
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rating agency orthe relevant non-E.U. rating agency is certified in accordance with the CRA Regulation (and such
endorsement action or certification, as the case may be, has not been withdrawn or suspended, subject to transitional
provisions that apply in certain circumstances). Certain information with respect to the credit rating agencies and
ratings is set out in this Base Prospectus.
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STABILIZATION

In connection with the issue of any Tranche of Notes, the Dealer or Dealers (if any) named as the
Stabilization Manager(s) (or persons acting on behalf of any Stabilization Manager(s)) in the applicable Final
Terms or (in the case of Exempt Notes) the applicable Pricing Supplement may ower-allot Notes or effect
transactions with a view to supporting the market price of the Notes at a lewvel higher than that which might
otherwise prevail. Howewer stabilization may not necessarily occur. Any stabilization action may begin on or
after the date on which adequate public disclosure of the terms of the offer of the relevant Tranche of Notes is
made and, if begun, may cease at any time, but it must end no later than the earlier of 30 days after the issue
date of the relevant Tranche of Notes and 60 days after the date of the allotment of the relevant Tranche of
Notes. Any stabilization action or over-allotment must be conducted by the relevant Stabilization Manager(s) (or
persons acting on behalf of any Stabilization Manager(s)) in accordance with all applicable laws and rules.
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PRESENTATION OF FINANCIAL INFORMATION

With the exception of certain alternative performance measures (please see "Alternative Performance
Measures"), the financial information as of and for the years ended December 31,2015 and 2016 included in this Base
Prospectus has been derived from the audited consolidated financial statements of the CEZ Group as of and for the
years ended December 31, 2015 and 2016, which are incorporated by reference into this Base Prospectus (please see
“Documents Incorporated by Reference™). The audited financial statements of CEZ for the year ended December 31,
2016 are also incorporated by reference in this Base Prospectus (see “Documents Incorporated by Reference”).

Certain amounts and percentages which appear in this Base Prospectus have been subject to rounding
adjustments, and, accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation of the
figures that precede them.

Alternative Performance Measures

In this Base Prospectus, we present the following metrics calculated on the basis of the audited consolidated
financial statements of the CEZ Group which are not calculated in accordance with IFRS and which are therefore non-
IFRS measures. These metrics constitute the Alternative Performance Measures (“APMs”) as defined in the European
Securities and Markets Authority Guidelines on Alternative Performance Measures. Please see “Selected Financial
Information — Other Financial Information” for reconciliation of the APMs to our audited consolidated financial
statements.

APM Definition of APM Purpose of APM

EBIT Income before other income (expenses) and income Measure of operating
taxes. performance.

EBITDA Income before otherincome (expenses) plus depreciation  Measure of operating

and amortization and income tax plus/minus impairment  performance.
of plant, property and equipment and intangible assets

including goodwill and gain/loss fromsale of property,

plantand equipmentandintangibles (including write-off

of permanently stopped investment projects).

EBITDA Margin Percentage corresponding to the ratio of EBITDA to total Measure of operating
revenues and other operating income. profitability.
Net Debt Long-term debt, net of current portion plus current Measure of indebtedness.

portion of long-termdebt plus short-termloans minus the
sum of cash and cash equivalents and highly liquid
financial assets.

Net Debt/EBITDA Ratio of Net Debt to EBITDA. Measure of indebtedness and

Ratio borrowing capacity.

Total Capital Totalequity attributable to equity holders of the parent Measure of invested capital.
plus Total Debt.

Total Debt Long-term debt, net of current portion plus current Measure of indebtedness.
portion of long-term debt plus Short-termloans.

Total Debt/Total Ratio of Total Debt to Total Capital. Indicator of financial structure

Capital Ratio and solvency.

The APMs are supplemental measures of our performance and liquidity that are not required by or presented
in accordancewith IFRS. Furthermore, the APMs should not be considered as an alternative to income after taxes,
income before taxes orany other performance measures derived in accordance with IFRS or as an alternative to cash
flow from operating activities, as a measure of our liquidity or as a measure of cash available to us to invest in the
growth of our business.
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The APMs are included in this Base Prospectus to extend the financial disclosure to metrics which are used,
along with IFRS measures, by our management in monitoring and valuating the CEZ Group’s economic and financial
performance, and provide investors with further basis, along with IFRS measures, for measuring the CEZ Group’s
performance.

The APMs presented in this Base Prospectus may not be comparable to other similarly titled measures of other
companies and have limitations as analytical tools and should not be considered in isolation or as a substitute for
analysis of our operating results as reported under IFRS. The APMs are not measurements of our performance or
liquidity under IFRS and should not be considered as alternatives to operating income or net profit or any other
performance measures derived in accordance with IFRS orany other generally accepted accounting principles, or as
alternatives to cash flow from operating, investing or financing activities.

The APMs havelimitations as analytical tools, and should not be considered in isolation, or as a substitute for
analysis ofourresults as reported under IFRS as set out in our audited consolidated financial statements and you should
not place any undue reliance on our APMs. Some of these limitations related to the APMs are:

e theydonotreflect ourcash expenditures or future requirements for capital expenditures or contractual
commitments;

e they do not reflect changes in, or cash requirements for, our working capital needs;

e theydonotreflectthe interest expense or cash requirements necessary to service interest or principal
payments on our debt;

e they do not reflect gains or losses in hedging or foreign exchange contracts;
e they do not reflect any cash income taxes that we may be required to pay;

e theyarenotadjustedforallnon-cashincome orexpenseitems thatare reflected in our statements of cash
flows;

e theydonotreflect the impact of earnings or charges resulting fromcertain matters we consider not to be
indicative of our ongoing operations;

e assetsare depreciated oramortized over differing estimated useful lives and often have to be replaced in
the future, and these measures do not reflect any cash requirements for such replacements; and

e other companies in our industry may calculate these measures differently than we do, limiting their
usefulness as comparative measures.

Because of these limitations, the APMs should not be considered as measures of discretionary cash available
to us to invest in the growth of our business oras measures of cashthat will be available to us to meet our obligations.
You should compensate for these limitations by relying primarily on our IFRS results and using these APMs only as
supplemental means for evaluating our performance. Please see “Selected Financial Information” and our audited
consolidated financial statements and the notes thereto, which are incorporated by reference intothis Base Prospectus.
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FORWARD-LOOKING STATEMENTS

This Base Prospectus includes forward-looking statements. These forward-looking statements can be
identified by the use of forward-looking terminology, including the terms “believe,” “estimate,” “anticipate,” “expect,”
“forecast,” “foresee,” “aim,” “intend,” “may,” “plan,” “project,” “seek,” “should,” “will,” “would” or, in each case,
similar expressions or the negative thereof, or other variations or comparable terminology. These forward-looking
statements include all matters thatare not historical facts. Such forward -looking statements are necessarily dependent
on assumptions, data or methods that may be incorrect orimprecise andthat may be incapable of being realized. They
appearinanumber of places throughoutthis Base Prospectus andinclude statements regarding our intentions, beliefs
or current expectations concerning, among other things, our results of operations, financial condition, liquidity,
prospects, growth, strategies and the industry in which we operate.

99¢¢ EEINT3 99 ¢

By theirnature, forward-looking statements involve known and unknown risks, uncertainties and other factors
because they relate to events and depend on circumstances that may or may not occur in the future. The Issuer cautions
you that forward-looking statements are not guarantees of future performance and that the actual results ofthe Group’s
operations, including its financial condition and liquidity, and the development of the Group’s industry may differ
materially fromthose made in orsuggested by the forward-looking statements contained in this Base Prospectus. In
addition, even if the Group’s results of operations, financial condition and liquidity, and the development of the
Group’s industry are consistent with the forward-looking statements contained in this Base Prospectus, those results or
developments may notbe indicative of results or developments in subsequent periods. Factors that could cause these
differences include, but are not limited to:

e adecrease in demandforelectricity, including asaresult of a potential return of global economic crisis;
e ourstrategy, outlook and growth prospects;

e ourability to expand our business and our generation capacity;

o fluctuations in electricity generated by our power plants;

e changes in government regulation and expectations as to future governmental policies and actions;
e unanticipated increases in fuel and other costs;

o fluctuations in interest rates and other market conditions, including foreign currency exchange rates;
e ourability to generate cash flow and to finance our capital expenditure needs;

e any decision by the Czech Government to undertake a partial or full privatization of CEZ;

e diverse political, economic, legal, taxand other conditions affecting the markets in which we operate;
e competition in the markets in which we operate and our ability to compete in such markets;

e costs, liabilities and penalties we may incur in connection with litigation;

o otherrisks and factors discussed in this Base Prospectus including under the heading “Risk Factors”; and

other factors that are unforeseen or beyond our control.

Althoughthe Issuer believes theexpectations reflected in any forward-looking statement are reasonable, the
Issuer cannot give any assurance that they will materialize or prove to be correct.

The Issuer urges you to read “Risk Factors,” “Regulation” and “Description of the Issuer” for a more
complete discussionofthe factors that could affect the Issuer’s future performance, its industry and related regulation
thereof. In light of these risks, uncertainties and assumptions, the events described or suggested by the forward -looking
statements in this Base Prospectus may not occur.
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These forward looking statements speak only as of the date on which the statements were made. Except as
required by law orapplicable stockexchange rules or regulations, the Issuer undertakes no obligation to update or
revise publicly any forward looking statement, whether as a result of newinformation, future events or otherwise. All
subsequent written and oral forward looking statements attributable to the Issuer orto persons acting on its behalf are
expressly qualified in their entirety by the cautionary statements referred toaboveand contained elsewhere in this Base
Prospectus.

36



HISTORICAL AND CURRENT MARKET AND INDUSTRY DATA

Certain information contained in this Base Prospectus was derived fromvarious public sources, including
information published by Bloomberg, the Czech National Bank, the Czech Statistical Office, the Czech Energy
Regulatory Office, the Energy and Water Regulatory Commission in Bulgaria and the Romanian Energy Regulatory
Authority. Where information has been sourced froma third party the source has been identified, the information has
been accurately reproduced and (as far as the Issuer is aware and is able to ascertain frominformation published by that
third party) no facts have been omitted which could render the reproduced information inaccurate or misleading.

The Issuerbelieves thatthe market and industry information contained in this Base Prospectus provides fair
and adequate estimates ofthe size ofthe Group’s market and fairly reflects the Group’s competitive position within that
market. However, the Group’s internal company surveys and management estimates have not been verified by any
independentexpert, and the Issuer cannot giveany assurance that a third party using different methods to assemble,
analyse or calculate market data would obtain or generate the same results.

Industry publications, surveys and forecasts generally state that the information contained therein has been
obtained fromsources believed to bereliable, but the accuracy and completeness of such information is notguaranteed.
The Issuer believes that these industry publications, surveys and forecasts are reliable but the Issuer has not
independently verified themand cannot guarantee theiraccuracy or completeness. Further, the information presented in
this Base Prospectus has beenderived fromseveral sources, as there is no single industry report or other source that
covers all of the areas in which the Group conducts its operations.

In addition, the Issuer has provided the data contained in this Base Prospectus as to installed capacity,
generation and other market share information with respect to the electricity and heating industries in the Czech
Republic (unless explicitly stated otherwise). The Group compiles and publishes certain of this data on a regular basis,
and also supplies certain of this datato the Czech Statistical Office and the Czech Energy Regulatory Office for use in
compiling national data on the energy sector.
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SELECTED FINANCIAL INFORMATION

The following tables set forth summary consolidated financial information of the CEZ Group as ofand for the
periods indicated.

With the exception of certain APMs discussed in “Presentation of Financial Information” the financial
information as of and for the years ended December 31, 2015 and 2016 included in this Base Prospectus has been
derived fromouraudited consolidated financial statements as of and for the years ended December 31, 2015 and 2016
prepared in accordance with IFRS, which are incorporated by reference into this Base Prospectus.

The summary financial data in the tables below should be read together with our audited consolidated
financial statements as of and for the years ended December 31, 2015 and 2016, including the notes thereto, which are
incorporated by reference intothis Base Prospectus. Please alsosee “Presentationof Financial Information” and “Risk
Factors” herein.

Income Statement Data

The following table sets forth summary consolidated income statement data of the CEZ Group for the years
ended December 31, 2015 and 2016.

For the year ended December 31,

2015 2016

(CZK in millions)
Rewvenues and other operating income:

Sales Of RIBCLICILY ..o s 182,105 174,944
Sales of gas, coal, heat and other revenues........c.cccceovvreneeee. 24,569 27,065
Other operating income 3,493 1,735
Operating expenses:

Gains and losses from commodity derivative trading, net...... (540) (368)
FUBL o (13,053) (13,150)
Purchased power and related SErvices.........coeovvvreerrerceeenn (90,905) (88,294)
Repairs and Maintenance ..........coovevveenrnreeessreseeees e (4,619) (4,563)
Depreciation and amortization............ccceevvevvverivssssssssns (28,619) (28,978)
Impairment of property, plant and equipment and intangible assets

including goodwill...........cccvviiiniiinin s (7,685) (3,114)
Salaries and WagES ..o (17,758) (19,158)
Materials and SUPPIIES .......coevvvrvrreririces e (4,062) (4,362)
EMISSION rightS, NEt......covieirceerr e (1,7112) (520)
Other operating eXPENSES ...c.cvvvererrereerererereeesresereesseseseeens (12,254) (15,123)
Income before other income (expenses) and income taxes. 28,961 26,114
Other inCOme (EXPENSES) ...cucuivrieeeriree e (2,066) (6,786)
Income before iNCOME taXeS.......cocvivveeieeiieeceee s 26,895 19,328
INCOME LAXES ....vveeceirercrree st (6,348) (4,753)
NETINCOME ..ottt 20,547 14,575

Balance Sheet Data

The following table sets forthsummary consolidated balance sheet data of the CEZ Group as of December 31,
2015 and 2016.

As of December 31,
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2015 2016

(CZK in millions)

Assets:

Total property, plantand equipment.........c.coocoeevneeensnenenns 421,364 426,895
Total other NON-CUMENE ASSELS ......cevveeeeieiieeeeeeee e 71,691 62,359
TotalNON-CUIMENt ASSELS.....ciiiitiictecicecee e 493,055 489,254
TOtal CUMTENTASSELS ..vvivieevi et 109,631 141,587
TOtAl ASSELS ...ttt ettt sttt s e 602,686 630,841
Equity and Liabilities:

Totalequity attributable to equity holders of the parent........... 267,893 256,812
TOtAl EQUILY ...vvveieieieeieee e 272,155 261,360
Totallong-termliabilities........ccccoviviieeieineinieirr e 236,832 240,041
Totalcurrent HabilitieS ........oecvveeeieeciee e 93,699 129,440
Total equity and liabilities ........ccccvvvrevrnrcecnir s 602,686 630,841

Statement of Cash flow Data

The following table sets forth summary consolidated cash flow statementdataof the CEZ Group for the years
ended December 31, 2015 and 2016.

For the year ended December 31,

2015 2016
(CZK in millions)

Net cash provided by operating activities ........c.ccooecerrreeenne 72,579 48,953
Total cash used in investing activities ..........ccocoeevrireenrninas (31,570) (34,571)
Total cash provided by (used in) financing activities ............. (47,374) (16,540)
Net effect of currency translation in cash .......ccccovvvcvvvercenen (248) 6
Net increase (decrease) in cash and cash equivalents............ (6,613) (2,152)
Cash and cash equivalents at the beginning of the period ... 20,095 13,482
Cash and cash equivalents at the end of the period................ 13,482 11,330

Other Financial Information

The following table sets forth certain APMs (non-IFRS financial information) used by our management to
monitor and evaluate our economic and financial performance. These indicators, “EBIT,” “EBITDA,” “EBITDA
Margin,” and “Net Debt” are not recognized as accounting standards within the IFRS adopted by the European Union,
and therefore must not be considered as alternatives to any measures of performance under IFRS.

For the year ended December 31,

2015 2016

(CzK in millions, except percentages)
EBIT .ottt 28,961 26,114
EBITDA ..ottt 65,104 58,082
EBITDA MAarQin ...coceveeieeeneeeereeneeneesneeseesesessseeeseeseesssessesssessensenes 31.0% 28.5%
NEE DEDT ...ttt 131,223 146,452

The APMs presented above may notbe comparable to other similarly titled measures of other companies and
have limitations as analytical tools and should not be considered in isolation or as a substitute for analysis of our
operatingresultsas reported under IFRS. These APMs are not measurements of our performance or liquidity under
IFRS and should notbe considered as alternatives to operating income or net profit orany other performance measures
derived in accordance with IFRS orany other generally accepted accounting principles, or as alternatives to cash flow
from operating, investing or financing activities.
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Our APMs have limitations as analytical tools, and you should notconsider themin isolation, oras a substitute
for analysisof ourresults as reported under IFRS as set outin ouraudited consolidated financial statements and you
should not place any undue reliance on our APMs.

The following table is a reconciliation of CEZ Group’s Net Debt as of December 31, 2015 and 2016 to our
audited consolidated financial statements as of December 31, 2015 and 2016. Net Debt is an APM. Please see
“Presentation of Financial Information— Alternative Performance Measures.”

For the year ended December 31,

2015 2016
(CZK in millions)

Long-term debt, net of current portion .........cccoceveeveevcreeennn. 145,575 142,265

(line item of our audited consolidated balance sheet)

Current portion of long-term debt...........ccocovvvrvrenrrercnnen, 11,696 17,208

(line item of our audited consolidated balance sheet)

223 8,343

Short-termI0ans ...

(line item our audited consolidated balance sheet)

Cash and cash eqUIVAIENTS .........ccccvverrrrceerre e (13,482) (11,226)

(line item of our audited consolidated balance sheet)

Highly liquid financial @sSets........ccoovvvveeieeieieicinneneseseseseseene (12,789) (10,138)
Short-termequity securities available-for-sale. ................ (946) -
(Note 13 of our audited financial statements)
Short-term debt securities available-for-sale.................... - @)
(Note 13 of our audited financial statements)
Short-term debt securities held-to-maturity .................... (3,852) (2,945)
(Note 13 of our audited financial statements)
Short-term depoSitS ..o (7,315) (2,040)
(Note 13 of our audited financial statements)
LONG-terMdepOoSItS ....vverereerrieer e - (500)
(Note 5 of our audited financial statements)
Long-termdebt securities available-for-sale..................... (676) (4,646)
(Note 5 of our audited financial statements)

NET DEBT ..ottt sssss s ssssesns 131,223 146,452

The following table is a reconciliation of EBIT, EBITDA and Net Debt/EBITDA Ratio for the years ended
December 31, 2015 and 2016 to our audited consolidated financial statements as of December 31, 2015 and 2016.
EBIT, EBITDA and Net Debt/EBITDA Ratio are APMs. Please see “Presentation of Financial Information—
Alternative Performance Measures.”

For the year ended December 31,

2015 2016

(CZK in millions, except percentages)

Income before other income (expenses) and income taxes.... 28,961 26,114
(line item of our audited consolidated statement of income)

EBIT ottt 28,961 26,114

Depreciation and amortization............cccceevvveenneveneessnereeeens 28,619 28,978
(line item of our audited consolidated statement of income)

Impairment of property, plant and equipment and intangible assets 7,685 3,114

including gooadWll ...

(line item of our audited consolidated statement of income)

Gain/loss from sale of property, plant and equipment and intangibles (161) (124)
(Note 25 and 28 of our audited financial statements)

EBITDA ..o s 65,104 58,082

Total revenues and other operating iNCOME .......cccceeervrveene. 210,167 203,744
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EBITDA Margin.............

Net Debt/EBITDA Ratio

41

For the year ended December 31,

2015 2016

(CZK in millions, except percentages)
31.0% 28.5%

2.02 252




OVERVIEW OF THE PROGRAMME

The following overviewdoes not purportto be complete andistaken from, and is qualified inits entirety by,
the remainder ofthis Base Prospectus and, in relation to the terms and conditions of any particular Tranche of
Notes, the applicable Final Terms (or, inthe case of Exempt Notes, the applicable Pricing Supplement). The Issuer
and any relevantDealer may agreethat Notes shall be issuedina formother than that contemplated in the Terms
and Conditions, inwhich event, inthe case of Notes, other than Exempt Notes, and ifappropriate, a supplement to
the Base Prospectus or a new Base Prospectus will be published.

This Overview constitutes a general description of the Programme for the purposes of Article 22.5(3) of
Commission Regulation (EC) No. 809/2004 implementing the Prospectus Directive.

Words and expressions defined in “Formofthe Notes”and “Termsand Conditions of the Notes” shall have
the same meanings in this Overview.

Issuer: CEZ, a.s.

Risk Factors: There are certain factors that may affect the Issuer’s ability to fulfil its
obligations under Notes issued under the Programme. These are set out
under “Risk Factors” above. In addition, there are certain factors which are
material for the purpose of assessing the market risks associated with
Notes issued under the Programme. Theseare set out under “Risk Factors”
and include thefact thatthe Notes may not be a suitable investment for all
investors, certain risks relating to the structure of particular Series of Notes
and certain market risks.

Description: Euro Medium Term Note Programme
Arrangers: BNP Paribas and Citigroup Global Markets Limited
Dealers: BNP Paribas

Citigroup Global Markets Limited

and any other Dealers appointed in accordance with the Amended and
Restated Programme Agreement and excluding any entity whose
appointment has been terminated.

Certain Restrictions: Each issue of Notes denominated in a currency in respect of which
particular laws, guidelines, regulations, restrictions or reporting
requirements apply will only be issued in circumstances which comply
with such laws, guidelines, regulations, restrictions or reporting
requirements from time to time (see “Subscription and Sale”) including
the following restrictions applicable at the date of this Base Prospectus.

Notes having a maturity of less than one year

Notes havinga maturity of less than one year will, if the proceeds of the
issue are accepted in the United Kingdom, constitute deposits for the
purposes of theprohibition on accepting deposits contained in section 19
of the Financial Services and Markets Act 2000 unlessthey are issued to a
limited class of professional investors and have a denomination of at least
£100,000 or its equivalent, see “Subscription and Sale.”

Issuing and Principal Paying Agent: Deutsche Bank AG, London Branch

Programme Size: Up to €8,000,000,000 (or its equivalent in other currencies calculated as
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Distribution:

Currencies:

Maturities:

Issue Price:

Form of Notes:

Fixed Rate Notes:

Floating Rate Notes:

described in the Amended and Restated Programme Agreement)
outstandingat any time provided that the sumof (i) the aggregate nominal
amount of the outstanding Notes issued under the Programme from time to
time and (ii) the aggregate nominal amount of outstanding
Namensschuldverschreibung securities (the “NSV”) issued by the Issuer
under German law from time to time, shall not exceed the limit of
€8,000,000,000. As of the date of this Base Prospectus, the Issuer has
issued NSV in the aggregatenominal amountof€211,000,000. Pursuantto
the resolution ofthe Board of Directors dated February 14, 2011 and the
Supervisory Board dated February 24, 2011, as at the date of this Base
Prospectus the Issuer’s internal limit of the aggregate nominal amount of
outstanding NSV, which may be issued from time to time, is
€1,000,000,000. The Issuermay increase the amount of the Programme in
accordance with the terms of the Amended and Restated Programme
Agreement.

Notes may be distributed by way of private or public placement and in
each case on a syndicated or non-syndicated basis.

Notes may be denominated in euro, Sterling, U.S. dollars, yen and, subject
to any applicable legal or regulatory restrictions, any other currency agreed
between the Issuer and the relevant Dealer.

The Notes will have suchmaturities as may be agreed between the Issuer
and the relevant Dealer, subject to such minimum or maximum matu rities
as may be allowed or required fromtime to time by the relevant central
bank (or equivalent body) or any laws or regulations applicable to the
Issuer or the relevant Specified Currency.

Notes may be issued on a fully-paid or, in the case of Exempt Notes, a
partly-paid basis andat an issue price which is at parorat a discount to, or
premiumover, par.

The Notes will be issued in bearer form as described in “Form of the
Notes.”

Fixed interest will be payable on such date or dates as may be agreed
between the Issuerandthe relevant Dealerand on redemption and will be
calculated on the basis of such Day Count Fraction as may be agreed
between the Issuer and the relevant Dealer.

Floating Rate Notes will bear interest at a rate determined:

@ on the same basis as the floating rate under a notional interest rate
swap transaction in the relevant Specified Currency governed by
an agreement incorporating the 2006 ISDA Definitions (as
published by the International Swaps and Derivatives
Association, Inc.,and asamended and updated as at the Issue Date
of the first Tranche of the Notes of the relevant Series); or

(b) on the basis of the reference rate set out in the applicable Final
Terms (or, in the case of Exempt Notes, the applicable Pricing
Supplement).

The margin (if any) relating to such floating rate will be agreed between
the Issuerand the relevant Dealer for each Series of Floating Rate Notes.

Floating Rate Notes may also have a maximum interest rate, a minimum
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Zero Coupon Notes:

Exempt Notes:

Redemption:

interest rate or both.

Interest on Floating Rate Notes in respect of each Interest Period, as
agreed priorto issue by the Issuer andtherelevant Dealer, will be payable
on such InterestPayment Dates, and will be calculated on the basis of such
Day Count Fraction, as may be agreed between the Issuerandthe relevant
Dealer.

Zero Coupon Notes will be offered and sold at a discount to their nominal
amount and will not bear interest.

The Issuermay issue Exempt Notes which are Index Linked Notes, Dual
Currency Notes, Partly Paid Notes or Notes redeemable in one or more
instalments.

Index Linked Notes: Payments of principal in respect of Index Linked
Redemption Notes or of interest in respect of IndexLinked Interest Notes
will be calculated by reference tosuchindexand/or formula orto changes
in the prices of securities or commodities or to such other factors as the
Issuer and the relevant Dealer may agree.

Dual Currency Notes: Payments (whether in respect of principal or
interest and whether at maturity or otherwise) in respect of Dual Currency
Notes will be made in such currencies, and based on such rates of
exchange, as the Issuer and the relevant Dealer may agree.

Partly Paid Notes: The Issuer may issue Notes in respect of which the
issue price is paid in separate instalments in such amounts and on such
dates as the Issuer and the relevant Dealer may agree.

Notes redeemableininstalments: The Issuer may issue Notes which may
be redeemed in separate instalments in suchamounts and on such dates as
the Issuer and the relevant Dealer may agree.

The Issuermay agree with any Dealer that Exempt Notes may be issued in
a form not contemplated by the Terms and Conditions of the Notes, in
which event the relevant provisions will be included in the applicable
Pricing Supplement.

Subject as described in “Certain Restrictions—Notes havinga maturity of
lessthan one year” above, Notes may eitherbe redeemed at 100 per cent.
of their nominal amount or at such other amount, expressed as a
percentage of theirnominalamount, as may be agreed between the Issuer
and the relevant Dealer. Such amounts will be specified in the applicable
Final Terms (or, in the case of Exempt Notes, the applicable Pricing
Supplement).

The applicable Final Terms (or, in the case of Exempt Notes, the
applicable Pricing Supplement) will indicate either thatthe relevant Notes
cannotbe redeemed priorto their stated maturity (other than for taxation
reasons or following an Event of Default or, in the case of Exempt Notes
in specified instalments, if applicable), or that such Notes will be
redeemable at the option of the Issuerand/or the Noteholders upon giving
notice to the Noteholders or the Issuer, as the case may be, on a date or
dates specified priorto such stated maturity andat a price or prices and on
such other terms as may be agreed between the Issuer and the relevant
Dealer.
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Denomination of Notes:

Taxation:

Negative Pledge:

Cross Default:

Status of the Notes:

Listing, Approval and admission to
trading:

Gowerning Law:

In addition, the applicable Final Terms (or, in the case of Exempt Notes,
the applicable Pricing Supplement) may provide that Notes may be
redeemable at the option of the Noteholders upon the occurrence of a
Change of Controland a consequential rating downgrade or withdrawal
(or refusalto provide arating) in the circumstances described in Condition
6.4(b).

Notes havinga maturity of less than one year may be subject to restrictions
on theirdenomination and distribution, see “Certain Restrictions—Notes
having a maturity of less than one year” above.

The Notes willbe issued in such denominations as may be agreed between
the Issuerand the relevant Dealer save that the minimum denomination of
each Note will be such amount as may be allowed or required fromtime to
time by the relevant central bank (or equivalent body) or any laws or
regulations applicable to the relevant Specified Currency, see “Certain
Restrictions— Notes having a maturity ofless than one year” above, and
save thatthe minimumdenominationofeach Note, other than an Exempt
Note, will be €100,000 (or, if the Notes are denominated in a currency
other than euro, the equivalent amount in such currency).

All payments in respectofthe Notes will be made without deduction for or
on account of withholding taxes imposed by any Tax Jurisdiction as
provided in Condition 7. In the eventthat any such deduction is made, the
Issuerwill, save in certain limited circumstances provided in Condition 7,
be required to pay additionalamounts to cover the amounts so deducted.

The terms of the Notes will contain a negative pledge provision as further
described in Condition 3.

The terms of the Notes will contain a cross default provision as further
described in Condition 9.

The Notes will constitute direct, unconditional, unsubordinated and (subject
to the provisions of Condition 3) unsecured obligations of the Issuer and
will rank pari passuamong themselves and (save for certain obligations
required to be preferred by law) equally with all other unsecured
obligations (other than subordinated obligations, if any) ofthe Issuer, from
time to time outstanding.

Application has been made to the CSSF to approve this document as a
base prospectus. Applicationhasalso been made for Notes issued under
the Programme to be listed on the Luxembourg Stock Exchange.

Notes may be listed oradmittedto trading, as the case may be, on other or
further stock exchanges or markets agreed between the Issuer and the
relevant Dealer in relationto the Series. Notes which are neither listed nor
admitted to trading on any market may also be issued.

The applicable Final Terms (orapplicable Pricing Supplement, in the case
of Exempt Notes) will state whether or not the relevant Notes are to be
listed and/or admitted to trading and, if so, on which stock exchanges
and/or markets.

The Notes and any non-contractual obligations arising out of or in

connectionwith the Notes will be governed by, and shall be construed in
accordance with, English law.
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Selling Restrictions:

There are restrictions on the offer, sale and transfer of the Notes in the
United States, the European Economic Area (including the United
Kingdomand the Czech Republic), Japan and such other restrictions as
may be required in connection with the offering and sale of a particular
Tranche of Notes, see “Subscription and Sale.”
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DOCUMENTS INCORPORATED BY REFERENCE

The following documents which have previously been published or are published simultaneously with this
Base Prospectus and have been filed with the CSSF shall be incorporated by reference in, and form part of, this Base

Prospectus:

The following documents comprising the auditor’s report and audited consolidated annual financial statements of
the CEZ Group for the two financial years ended December 31, 2015 and December 31, 2016 as well as the audited
non-consolidated financial statements of CEZ for the year ended December 31, 2016:

Annual Report of the CEZ Group for the Year Ended December 31,2015 Page
Independent Auditor’s Report for the Consolidated Financial Statements .........ccccoccevvveeeiennenn. 212-213
Consolidated BalanCe SNEEL ... e 214
Consolidated Statement OF INCOME........ccii bbb 215
Consolidated Statement of Comprenensive INCOME ..o e 216
Consolidated Statement of Changes iN EQUILY ..ot 207
Consolidated Statement 0F Cash FIOWS ... 218
Notes to the Consolidated Financial StatemeNtS .......cccooccevieieinie s 219273
Annual Report of the CEZ Group for the Year Ended December 31, 2016 Page
Independent Auditor’s Report for the Consolidated Financial Statements ..........ccccoveeiinrcccrinnen 202-207

ConsSolidated BalanCe SNEEL.........ccvciiiieeeec ettt st sttt b st s b e st
Consolidated StatemENt OF INCOME......cvviiceecece ettt et st e st et e e

Consolidated Statement of Comprenensive INCOME .........ccvcrrreceinreccer e senes
Consolidated Statement of Changes iN EQUILY ...t
Consolidated Statement 0f Cash FIOWS ..o

Notes to the Consolidated Financial StatemMENTS .......cccoiiiiiiii i

NON-Consolidated BalanCe SNEEL ........oovciieieeeeeeees sttt st sttt e st s st et be e srssearis
Non-Consolidated Statement OF INCOME ..ot
Non-Consolidated Statement of COmprenensive INCOME .......oovvvvvriirrse s

Non-Consolidated Statement of Changes iN EQUILY ......cccevverrernisessssissesessesssesssssssseesseseseeens
Non-Consolidated Statement 0f Cash FIOWS ...ttt

28
29
210
210
21
22
Independent Auditor’s Report for the Non-Consolidated Financial Statements.........c.ccooeovvvines 268 —
274
25
276
276
2m
278

Notes to the Non-Consolidated Financial StAtEMENTS ......covveiieiiiecices s

The information incorporated by referencethat is not included in the above cross -reference list is considered
as additional information to be disclosed to investors rather than information required by the relevant schedules of
Commission Regulation (EC) No. 809/2004 implementing the Prospectus Directive. The section “Terms and
Conditions of the Notes” from the following base prospectuses relating to the Programme shall be deemed to be
incorporated by reference in, and to form part of, this Base Prospectus:

@)
(b)
©
(d)
©)
(f)

Base Prospectus dated September 24, 2007 (pages 40-64 inclusive);
Base Prospectus dated March 19, 2009 (pages 40-64 inclusive);
Base Prospectus dated March 31, 2010 (pages 41-66 inclusive);
Base Prospectus dated March 31, 2011 (pages 46-71 inclusive);
Base Prospectus dated April 23, 2012 (pages 62-87 inclusive);

Base Prospectus dated April 19, 2013 (pages 71-95 inclusive);
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@ Base Prospectus dated April 22, 2014 (pages 71-95 inclusive); and

(h) Base Prospectus dated April 13, 2015 (pages 74-98 inclusive),
(together, the “Previous Terms and Conditions”).

Any non-incorporated parts ofa document referred to herein are either deemed not relevant for an investor or
are otherwise covered elsewhere in this Base Prospectus.

Following the publication of this Base Prospectus a supplement may be prepared by the Issuer and
approved bythe CSSF in accordance with Article 16 of the Prospectus Directive. Statements contained in any such
supplement (or containedin any document incorporated by reference therein) shall, to the extent applicable (whether
expressly, by implication or otherwise), be deemed to modify or supersede statements contained in this Base Prospectus
or ina documentwhich is incorporated by reference in this Base Prospectus. Any statement so modified orsuperseded
shall not, except as so modified or superseded, constitute a part of this Base Prospectus.

Copies of documents incorporated by referencein this Base Prospectus can be obtained fromthe registered
office of the Issuerandfromthe specified offices of the Paying Agents for the time being in London and Luxembourg.
The documentsincorporated by reference will also be available on the website of the Luxembourg Stock Exchange
(www.bourse.lu).

The Issuerwill, in the eventofany significantnew factor, material mistake or inaccuracy relating to information
included in this Base Prospectus which is capable of affecting the assessment of any Notes, prepare a supplement to
this Base Prospectus or publish a new Base Prospectus for use in connection with any subsequent issue of Notes.
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GLOSSARY OF TERMS AND DEFINITIONS

Terms and definitions used in this Base Prospectus have the meanings set forth below.

“Albanian ERE”

“ANRE”

“Articles of Association”
“Audit Committee”

“BAT”

“Board of Directors”
“Bonds Act”

“BGN” or “Bulgarian Lev”

“Capital Market Act”

“CCGT”
LCCER”
“CEZ” or “CEZ”

“CEZ Group,” the “Group”, “we”,
“US” Or 6‘our,9

“CEZSH”

“Cozn

“Corporate Governance Codex”

“CRA Regulation”

“CSSF”

“Czech Air Protection Act”

“Czech Companies Act”
“Czech crowns” and “CZK”

“Czech Ecological Losses Prevention
Act”

“Czech Emission Allowances Act”

the Albanian Electricity Regulation Authority

the Romanian Energy Regulatory Authority

the articles of association of CEZ

the audit committee of CEZ

the best available techniques

the board of directors of CEZ

Czech Act No. 190/2004 Coll., on Bonds, as amended
the lawful currency of Bulgaria

Czech Act No. 256/2004 Coll., on Conducting Business in the Capital
Market, as amended

a combined cycle gas turbine

Certified Emission Reduction credits

CEZ, a.s.

CEZ, a.s. and its consolidated subsidiaries

Operatori i Shpérndarjes sé Energjisé Elektrike Sh.A. (formerly known as
CEZ Shpérndarje Sh.A.)

carbon dioxide

the Czech 2004 Corporate Governance Codexcompiled by the former Czech
Securities Commission

Regulation (EC) No. 1060/2009, as amended by Regulation (EU) No
513/2011

the Commission de Surveillance du Secteur Financier, the competent
authority under the Prospectus Act 2005

Czech Act No. 201/2012 Coll., on protection of the air, as amended

Czech Act No.90/2012 Coll., on Companies and Cooperatives, as amended
the lawful currency of the Czech Republic
Czech Act No. 167/2008 Coll., prevention of ecological losses, as amended

Czech Act No. 383/2012 Coll., on conditions for trading with emission
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“Czech Energy Act”

“Czech Environment Act”
“Czech IPPC Act”

“Czech Legal Entity Criminal Act”

“Czech Mining Act”

“Czech Ministry of Environment”
“Czech Ministry of Industry”
“Czech Nuclear Account”

“Czech Nuclear Act 1997”

“Czech Nuclear Act 2016~
“Czech Promoted Energy Sources Act”

“Czech Renewable Energy Act”

“Czech Repository Authority”
“Czech Waste Act”

“Czech Water Act”

“Division Heads”

“EBIT”

“EBITDA”

“EBITDA Margin”
“EDF”

“EDP”

“EEX”

“EIA”

“ELINI”

“EMANI”

allowances, as amended

Czech Act No. 458/2000 Coll., on conducting business and governmental
oversight in the energy sectors, as amended

Czech Act No. 17/1992 Coll., the environment act, as amended
Czech ActNo. 76/2002 Coll., onintegrated pollution and control, as amended

Czech Act No. 418/2011 Coll., on criminal liability of legal entities and
proceedings against them, as amended

Czech Act No. 44/1998 Coll., on Protection and Exploitation of Minerals, as
amended

the Ministry of Environment of the Czech Republic
the Ministry of Industry and Trade of the Czech Republic
the nuclear account administered by the Czech Ministry of Finance

Czech Act No. 18/1997 Coll., on peaceful exploitation of nuclear energy and
ionizing radiation, as amended

Czech Act No. 263/2016 Coll., the nuclear act
Czech Act No. 165/2012 Coll., on promoted energy sources, as amended

Czech Act No.180/2005 Coll., on the promotion of production of electricity
fromrenewable energy sources, as amended

the regulatory authority Czech Radioactive Waste Repository Authority
Czech Act No. 185/2001 Coll., on waste, as amended

Czech Act No. 254/2001 Coll., as amended

the chief officers of CEZ

income before income taxes and other income (expenses)

income before income taxes and other income (expenses) plus depreciation and
amortization, plusimpairment of property, plantand equipment and intangible assets
including goodwill less gain (or loss) on sale of property, plant and equipment
EBITDA divided by total revenues, expressed as a percentage

Electricite de France S.A.

Energias de Portugal

the European Energy Exchange

an environmental impact assessment

the European Liability Insurance for the Nuclear Industry

the European Mutual Association for Nuclear Insurance
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“EMFs”

“EMU”

“EnBW”

“ENEL”

“Energy Charter Treaty”
“ENTSO for Electricity”
“ENTSO for Gas”
“E.ON”

“EPEX SPOT”

“ERO”

“ERU”

“ESA”

“ESO”

“EUA”

“E.U. Climate and Energy Package”

“E.U. Directive on Administrative
Cooperation”

“E.U. Electricity Security of Supply
Directive”

“E.U. ETS”

“E.U. First Electricity Directive”

“E.U. First Gas Directive”

“E.U. Gas Supply Directive”

“E.U. Natural Gas Transmission

Regulation”

“E.U. Renewable Energy Directive”

“Euratom Treaty”
“EURIBOR”

“Euro” “EUR” and “€”

electromagnetic fields

the European Monetary Union

EnBW Energie Baden-Wirttemberg AG

ENEL S.p.A.

the Energy Charter Treaty of December 17, 1994, as amended

the European Network of Transmission System Operators

the European Network of Transmission System Operators for Gas
E.ON AG

the European Power Exchange (Spot Markets) in Paris

the Czech Energy Regulatory Office

Emission Reduction Units

the European Supply Agency

the electricity systemoperator

E.U. Emission Allowances

the climate and energy package adopted by the European Union in 2009

Directive 2011/16/EU on administrative cooperation in the field of taxation
(as amended by Council Directive 2014/107/EU)

Directive 2005/89/EC Concerning Measures to Safeguard Security of
Electricity Supply and Infrastructure Investment

the E.U. Emission Trading Scheme for CO, emission allowances

Directive 96/92/EC Concerning Common Rules for the Internal Market in
Electricity

Directive 98/30/EC Concerning Common Rules for the Internal Market in
Natural Gas

Regulation (E.U.) 994/2010 ConcerningMeasures to Safeguard Security of
Gas Supply

Regulation 715/2009 on conditions for Access to Natural Gas Transmission
Networks

Directive 2009/28/EC on the promotion ofthe use ofenergy fromrenewable
sources

the Treaty Establishing the European Atomic Energy Community
the Euro Interbank Offered Rate

the currency introduced at thestart of the third stage of European economic
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“E.U. Regulation on Cross-Border

Exchanges”

“E.U. Savings Directive”

“E.U. Second Electricity Directive”

“E.U. Second Gas Directive”

“E.U. Third Electricity Directive”

“E.U. Third Gas Directive”

“Fortum”

“FSMA”

“General Meeting”
“GreenX”

“«GW?

“vah bR

“HTSO”
“HUPX”
“lIAEA”
“IARC”
“lberdrola”
“ICE”

“IFRS”

“Industrial Emissions Directive”

“installed capacity”

and monetary union pursuant to the Treaty on the Functioning of the
European Union, as amended

Regulation (EC) No. 714/2009 on Conditions for Access to the Network for
Cross-Border Exchanges in Electricity

the E.U. Council Directive 2003/48/EC on the taxation of savings income

Directive 2003/54/EC Concerning Common Rules for the Internal Market in
Electricity

Directive 2003/55/EC Concerning Common Rules for the Internal Market in
Natural Gas

Directive 2009/72/EC Concerning Common Rules for the Internal Market in
Electricity

Directive 2009/73/EC Concerning Common Rules for the Internal Market in
Natural Gas

Fortum Corporation

the Financial Services and Markets Act 2000

the general meeting of CEZ

the Green Exchange (Environmental Markets) in New York
gigawatt, which is equal to 1,000 MW

gigawatt-hour, representing one hour of electricity consumption at a constant
rate of 1 GW

the Hellenic Transmission System Operator in Greece

the Hungarian Power Exchange

the International Atomic Energy Agency

the International Agency for Research on Cancer

Iberdrola S.A.

the London Intercontinental Exchange

the International Financial Reporting Standards issued by the International
Accounting Standards Board, including interpretations of the International
Financial Reporting Interpretations Committee (IFRIC), previously referred
to as the “Standing Interpretations Committee” (SIC), and, also including,

International Accounting Standards, where the context requires, as endorsed
by the E.U. Commission for use in the European Union

Directive 2010/75/EC on industrial emissions (on integrated pollution
prevention and control)

the highestconstant level of generation of electricity which a power plant is
designed to be capable of maintaining
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“ISFSF”
“ISIN”
“1SO”
“Issuer”
“ITO”
“KESH”
“KEVR”
W
“KYOTO Protocol”
“LIBOR”
“LTO”

“Madrid Agreement”

113 MAR”
“MIBRAG”
113 MW)

13 MWh bR

“National Plan of Investment”

“Net Debt”

“NO,”
“NSV”
“OPCOM”
“OSART”
“OTC”

“OTE”
“PCBs”

113 PGE”

an interimspent nuclear fuel storage facility

International Security Identification Number

Independent System Operator

CFZ, a.s.

Independent Transmission Operator

the Albanian Power Corporation

the Bulgarian Energy and Water Regulatory Commission
kilowatt, representing the rate at which energy is produced
the Kyoto protocol for reducing greenhouse gas emissions
the London Interbank Offered Rate

long-term-operation

the Madrid AgreementConcerning the International Registration of Marks
and its Protocol

Regulation (EC) No. 596/2014 on Market Abuse
Mitteldeutsche Braunkohlengesellschaft GmbH
megawatt, which is equal to 1,000 kW

megawatt-hour, representing one hour of electricity consumption at a
constant rate of 1 MW

the National Plan of Investments in retrofitting and upgrading the infrastructure
and cleantechnologies in the energy sector approved by the E.U. Commission
on July 6, 2012

long-term debt, net of current portion plus short-term loans plus current
portion of long-termdebt minus cash and cash equivalents plus highly liquid
financial assets

mono-nitrogen oxides

Namensschuldverschreibung securities

the Romanian Electricity Market Operator Opcom SA
the Operational Safety Review Team of the IAEA
over-the-counter

the Czech Electricity and Gas Market in Prague
polychlorobiphenyls

Polska Grupa Energetyczna S.A.
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“POLPX”

“PRIBOR”
“Prospectus Act 2005~
“PXE”

“REAS”

“Regulation S”

“REMIT”

“RWE”
“R&D”

“SEI”

“SONS”

“50,”

“Supervisory Board”
“szbc»

“TGE”

“Ton”

“TVEL”

CTW?

“TWh”

“U.S. dollars,” “USD” and “U.S.$”
“U.S. Securities Act”

“Verbund”

“Vienna Convention”

“vocC”

“WANO”

“WHO”

LcYen”

the Polish Power Exchange

the Prague Interbank Offer Rate

the Luxembourg Act dated 10 July 2005 on prospectuses for securities
the Power Exchange Central Europe

the original, state-owned, regional distribution companies in the Czech
Republic

Regulation S under the U.S. Securities Act

Regulation (EC) No. 1227/2011 on Wholesale Energy Market Integrity and
Transparency

Rheinisch-Westfalishes Elektrizitdtswerk
research and development

the Czech State Energy Inspectorate

the Czech State Office for Nuclear Safety
sulphur oxides

the supervisory board of CEZ

the Czech state organization Railway Infrastructure Administration
the Towarowa Gielda Energii in Poland
metric ton

the Russian company JSC TVEL
terawatt, which is equal to 1,000 GW

terawatt-hour, representing one hour of electricity consumptionat a constant
rate of 1L TW

the lawful currency of the United States

the U.S. Securities Act of 1933, as amended

Verbund AG

the Vienna Convention on Civil Liability for Nuclear Damage
volatile organic compounds

the World Association of Nuclear Operators

the World Health Organization

Japanese Yen, the lawful currency of Japan
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FORM OF THE NOTES

Any reference in this section to “applicable Final Terms” shall be deemed to include a reference to
“applicable Pricing Supplement” where relevant.

Each Tranche of Noteswill be in bearer formand will initially be issued in theformofa temporary global note
(a “Temporary Global Note™) or, if so specified in the applicable Final Terms, a permanent global note (a “Permanent
Global Note”) which, in either case, will:

0) if the GlobalNotes are intended to be issued in new global note (“NGN”) form, as stated in the applicable
Final Terms, be delivered on or priorto the original issue date of the Tranche to a common safekeeper (the
“Common Safekeeper”) for Euroclear Bank S.A./N.V. (“Euroclear”) and Clearstream Banking S.A.
(“Clearstream, Luxembourg”); and

(i) if the Global Notes are not intendedto be issued in NGN Form, be delivered on or prior to the original issue
date of'the Tranche to a common depositary (the “Common Depositary”) for, Euroclear and Clearstream,
Luxembourg.

Where the Global Notes issued in respect of any Tranche are in NGN form, the applicable Final Terms will
also indicate whether such Global Notes are intended to be held in amannerwhich would allow Eurosystem eligibility.
Any indication that the Global Notes are to be so held does not necessarily mean thatthe Notes of the relevant Tranche
will be recognized as eligible collateral for Eurosystem monetary policy and intra-day credit operations by the
Eurosystemeitherupon issue orat any times during their life as such recognition depends upon satisfaction of the
Eurosystem eligibility criteria. The Common Safekeeper for NGNs will either be Euroclear or Clearstream,
Luxembourg oranother entity approved by Euroclear and Clearstream, Luxembourg, as indicated in the applicable
Final Terms.

Whilst any Noteis represented by a Temporary Global Note, payments of principal, interest (if any) and any
otheramountpayable in respect of the Notes due prior to the Exchange Date (as defined below) will be made (against
presentationofthe Temporary Global Note if the Temporary Global Note is not intended to be issued in NGN form)
only to the extent thatcertification (in a formto be provided)to theeffect that the beneficial owners of interestsin such
Note are not U.S. persons or persons who have purchased forresale to any U.S. person, as required by U.S. Treasury
regulations, has been received by Euroclear and/or Clearstream, Luxembourg and Euroclear and/or Clearstream,
Luxembourg, as applicable, has given a like certification (based on the certifications it has received) to the Agent.

On and after the date (the “Exchange Date”) which is 40 days after a Temporary Global Note is issued,
interestsin such Temporary Global Note will be exchangeable (free of charge) upon a request as described therein
eitherfor (a) interestsin a Permanent Global Note of the same Series or (b) definitive Notes of the same Series with,
where applicable, receipts, interestcoupons and talons attached (as indicated in the applicable Final Terms and subject,
in the case of definitive Notes, to such notice periodas is specified in the applicable Final Terms), in each case against
certification of beneficial ownership as described above unless such certification has already been given. The holder of
a Temporary Global Note will not be entitled to collectany payment of interest, principal or other amount due on or
afterthe Exchange Date unless, upon due certification, exchange of the Temporary Global Note for an interest in a
Permanent Global Note or for definitive Notes is improperly withheld or refused.

Payments of principal, interest (if any) or any other amounts on a Permanent Global Note will be made
through Euroclear and/or Clearstream, Luxembourg (against presentation or surrender (as the case may be) of the
Permanent Global Note if the Permanent Global Note is not intended to be issued in NGN form) without any
requirement for certification.

The applicable Final Terms will specify thata Permanent Global Note will be exchangeable (free of charge), in
whole but not in part, for definitive Notes with, where applicable, receipts, interestcoupons and talons attached upon
either (a) not less than 60 days’ written notice from Euroclear and/or Clearstream, Luxembourg (acting on the
instructions ofany holder ofan interest in such Permanent Global Note) to the Agent as described therein or (b) only
upon the occurrenceof an Exchange Event. Forthese purposes, Exchange Event meansthat (i) an Event of Default (as
defined in Condition 9) has occurred and is continuing, or (ii) the Issuer has been notified that both Euroclear and
Clearstream, Luxembourg have been closed for business fora continuous period of 14 days (other than by reason of
holiday, statutory or otherwise) or haveannounced anintention permanently to cease business or have in fact done so
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and no successor clearing systemis available or (iii) the Issuerhas orwill become subject to adverse taxconsequences
which would not be suffered were the Notes represented by the Permanent Global Note in definitive form. The Issuer
will promptly give notice to Noteholders in accordance with Condition 13if an Exchange Event occurs. In the event of
the occurrenceofan Exchange Event, Euroclear and/or Clearstream, Luxembourg (acting on the instructions of any
holderofan interestin such Permanent Global Note) may give notice tothe Agentrequesting exchangeand, in theevent
of the occurrence of an Exchange Event as described in (iii) above, the Issuer may also give notice to the Agent
requestingexchange. Anysuchexchange shalloccurnotlaterthan 45 days after the date of receipt of the first relevant
notice by the Agent.

The following legend will appear on all Notes (other than Temporary Global Notes), receipts and interest
coupons relatingto such Notes where TEFRA D is specified in the applicable Final Terms or Pricing Supplement, as
the case may be:

“ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO
LIMITATIONS UNDER THE UNITED STATES INCOME TAX LAWS, INCLUDING THE LIMITATIONS
PROVIDED IN SECTIONS 165(j) AND 1287(a) OF THE INTERNAL REVENUE CODE.”

The sections referred to provide that United States holders, with certain exceptions, will not be entitled to
deductany loss on Notes, receipts or interest coupons and will not be entitled to capital gains treatment in respect of
any gain on any sale, disposition, redemption or payment of principal in respect of such Notes, receipts or interest
coupons.

Notes which are represented by a Global Note will only be transferable in accordance with the rules and
procedures for the time being of Euroclear or Clearstream, Luxembourg, as the case may be.

Pursuant to the Amended and Restated A gency A greement (as defined under “Terms and Conditions of the
Notes”), the Agentshallarrange that, where a further Tranche of Notes is issued which is intended to forma single
Series with an existing Tranche of Notes at a pointafter the Issue Date ofthe further Tranche, the Notes of such further
Tranche shallbe assigneda common code and ISIN which are different from the common code and ISIN assigned to
Notes of any other Tranche of the same Series until such time as the Tranches are consolidated and forma single
Series, which shallnot be priorto the expiry ofthe distribution compliance period (as defined in Regulation S under the
U.S. Securities Act) applicable to the Notes of such Tranche.

Any referenceherein to Euroclear and/or Clearstream, Luxembourg shall, whenever the context so permits, be
deemed to include a reference to any additional or alternative clearing system specified in the applicable Final Terms.

A Note may be accelerated by the holderthereof in certain circumstances described in Condition 9. In such
circumstances, where any Note is still represented by a Global Note and the Global Note (or any part thereof) has
become due and repayable in accordance with the Terms and Conditions of such Notes and payment in full of the
amount due has not beenmade in accordance with the provisions of the Global Note then from8.00 p.m. (London tirre)
onsuch day holders of interests in such Global Note credited to their accounts with Euroclear and/or Clearstream,
Luxembourg, as the casemay be, will become entitledto proceed directly against the Issuer on the basis of statements
of account provided by Euroclear and/or Clearstream, Luxembourg on and subject to the terms of a deed of covenant
(the “Deed of Covenant”) dated April 13, 2015 and executed by the Issuer.

The Issuer may agree with any Dealer thatNotes may be issued in a form not contemplated by the Terms and
Conditions of the Notes, in which event, other than where such Notes are Exempt Notes, a new Base Prospectus or a
supplement to the Base Prospectus, if appropriate, will be made available which will describe the effect of the
agreement reached in relation to such Notes.
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NOTES WITH A DENOMINATION OF €100,000 (OR ITS EQUIVALENT IN ANY OTHER
CURRENCY) OR MORE, OTHER THAN EXEMPT NOTES

APPLICABLE FINAL TERMS

Setout belowisthe formofFinal Termswhichwill be completed for each Tranche of Notes which are not
Exempt Notesand which have a denomination of €100,000 (or its equivalent in any other currency) or more issued
under the Programme.

[PROHIBITION OF SALES TO EEA RETAIL INVESTORS — The Notes[, from January 1, 2018,]" are not
intendedto be offered, sold or otherwise made available to and[, with effect fromsuch date,] should not be offered,
sold orotherwise made available toany retail investor in the European Economic Area (" EEA"). Forthese purposes, a
retail investor means a person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of
Directive 2014/65/EU ("MiFID II"); (ii) a customerwithin the meaning of Directive 2002/92/EC ("' IMD"), where that
customerwould not qualify as a professional client as defined in point (10) of Article 4(1) of MIFID II; or (iii) not a
qualified investor as defined in Directive 2003/71/EC (as amended, the " Prospectus Directive™). Consequently no key
information document required by Regulation (EU) No 1286/2014 (the " PRIIPs Regulation™) for offering or selling the
Notes orotherwise making themavailable to retail investors in the EEA has been prepared and therefore offering or
selling the Notes or otherwise making themavailable to any retail investor in the EEA may be unlawful under the
PRIIPs Regulation.]?

[Date]
CEZ, a.s.

Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes]

under the €8,000,000,000
Euro Medium Term Note Programme

PART A — CONTRACTUAL TERMS

Terms used hereinshallbe deemed to be defined as such for the purposes of the Conditions set forth in the
Base Prospectus dated April 21, 2017 [as supplemented by the supplementdated [date]] (the " Base Prospectus") which
constitute[s] a base prospectus for the purposes of Directive 2003/71/EC as amended (which includes the amendments
made by Directive 2010/73/EU to the extent thatsuchamendments have beenimplemented in a relevant Member State
of the European Economic Area) (the " Prospectus Directive"). This documentconstitutes the Final Terms of the Notes
described herein forthe purposes of Article 5.4 of the Prospectus Directive and must be read in conjunction with the
Base Prospectus. Full information on the Issuer and the offer of the Notes is only available on the basis of the
combination ofthese Final Terms and the Base Prospectus. The Base Prospectus has beenpublished on the website of
the Luxembourg Stock Exchange (www.bourse.lu).

[The following alternative language applies ifthe first tranche ofan issuewhichis being increased was issued
under a Base Prospectus with an earlier date.]

Terms used hereinshallbe deemed to be defined as such for the purposes of the Conditions (the " Conditions™)
set forth in the Base Prospectus dated [September 24,2007 / March 19, 2009 / March 31, 2010 / March 31, 2011/ April
23, 2012 / April 19, 2013 / April 22, 2014 / April 13, 2015], which Conditions are incorporated by reference in the Base
Prospectus dated April 21, 2017. This document constitutes the Final Terms of the Notes described herein for the
purposes of Article 5.4 of the Prospectus Directive (Directive 2003/71/EC) (the "Prospectus Directive™) and must be
read in conjunction with the Base Prospectus dated April 21, 2017 [as supplemented by the supplement dated [date]]
(the "Base Prospectus™) which constitute[s] a base prospectus for the purposes of the Prospectus Directive, including
the Conditions incorporated by reference in the Base Prospectus. Full information on the Issuer and the offer of the
Notes is only available on the basis of the combination of these Final Terms and the Base Prospectus. The Base
Prospectus has been published on the website of the Luxembourg Stock Exchange (www.bourse.lu).

! This date reference should not be included in the Final Terms for offers concluded on or after 1 January 2018.

2 Legend to be included on front of the Final Terms (i) for offers concluded on or after 1 January 2018 if the Notes potentially constitute
“packaged” products or the Issuer wishes to prohibit offers to EEA retail investors for any other reason, in which case the selling
restriction should be specified to be “ Applicable” (ii) for offers concluded before 1 January 2018 at the option of the parties.
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[Include whichever ofthe following apply or specify as “Not Applicable”. Note that the numbering should
remain as setout below, even if “Not Applicable” is indicated for individual paragraphs or subparagraphs (in which
case the subparagraphs ofthe paragraphs which are not applicable can be deleted). Italics denote directions for
completing the Final Terms.]

[When adding any otherfinal terms or information consideration should be given as to whether such terms or
information constitute “significant new factors” and consequently trigger the need for a supplement to the Base
Prospectus under Article 16 of the Prospectus Directive.]

1 (@) Series Number: []
(b) Tranche Number: []

(©) Date on which the Noteswill  The Notes will be consolidated and forma single Series with

be consolidatedandforma [identify earlier Tranches] on [the Issue Date/exchange of the

single Series: Temporary Global Note for interests in the Permanent Global

Note, as referred to in paragraph 22 below, which is expected
to occur on or about [date]][Not Applicable]

2. Specified Currency or Currencies: []
3. Aggregate Nominal Amount:
(@) Series: []
(b) Tranche: []
4. Issue Price: [ ] percent.ofthe Aggregate Nominal Amount [plus accrued

interest from [insert date] (if applicable)]

5. Specified Denominations: []

(N.B. Notes must have a minimum denomination of €100,000
(or equivalent))

(Note — where multiple denominations above €100,000 or
equivalentare being usedthefollowing samplewording should
be followed:

“[€100,000] and integral multiples of [€1,000] in excess
thereof up to and including [€199,000]. No Notes in
definitive form will be issued with a denomination above
[€199,000].”)

@) Calculation Amount (inrelation [ ]
to calculation of interest for

Notes in global form see

Conditions):
(If only one Specified Denomination, insert the Specified
Denomination. If more than one Specified Denomination, insert
the highest common factor. Note: There mustbeacommon factor
in the case of two or more Specified Denominations.)
6. (@) Issue Date: [1]
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10.

11.

12.

b) Interest Commencenent Date:

Maturity Date:

Interest Basis:

Redemption/PaymentBasis:

Change of Interest Basis:

Put/Call Options:

[Date [Board] approval forissuance of
Notes obtained

[specify/Issue Date/Not Applicable]

(N.B. An Interest Commencement Date will not be relevant
for certain Notes, for example Zero Coupon Notes.)

[Specify date or for Floating rate notes - Interest Payment Date
falling in or nearest to [specify month and year]

(NB: The Maturity Date may need to benot lessthan one year
after the Issue Date)

[[ 1percent. Fixed Rate]

[[[ 1 month LIBOR/EURIBOR/PRIBOR] +/- [] per cent.
Floating Rate]

[Zero Coupon]

(further particulars specified below)

Subject to any purchaseand cancellation or early redemption,
the Notes will be redeemed on the Maturity Date at [100]/[ ]
per cent. of their nominal amount.

(N.B. Ifthe Final Redemption Amount is other than 100 per
cent. of the nominal value the Notes will be derivative
securities for the purposes of the Prospectus Directive and
the requirements of Annex XlI to the Prospectus Directive
Regulation will apply.)

[Specify any Interest Basis change and the date when such
Interest Basis change will occur or cross refer to paragraphs
13, and/or 14 and/or 15 below and identify there] [Not
Applicable]

[Investor Put]

[Change of Control Put]

[Issuer Call]

[(further particulars specified below)]
[Not Applicable]

[ 1[and [ 1], respectively]]

(N.B.Onlyrelevant where Board (or similar) authorization
is required for the particular tranche of Notes)

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

13.

Fixed Rate Note Provisions

@) Rate(s) of Interest:

(b) Interest Payment Date(s):

[Applicable/Not Applicable]
(If not applicable, delete the remaining subparagraphs of this
paragraph)

[ 1 per cent. per annum payable in arrear on each Interest
Payment Date

[ 1in each year up to and including the Maturity Date

(N.B. Amend appropriately in the case of irregular coupons)
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©)

Fixed Coupon Amount(s) for
Notes in definitive form(and in
relation to Notes in global form
see Conditions):

d Broken Amount(s) for Notes in
definitive form (and in relation
to Notes in global form see
Conditions):

(e) Day Count Fraction:

® [Determination Date(s):

14. Floating Rate Note Provisions

@) Specified Period(s)/Specified
Interest Payment Dates:

(b) Business Day Convention:

(©) Additional Business Centre(s):

d) Manner inwhich the Rate of
Interestand Interest Amountis
to be determined:

() Party responsible for
calculating the Rate of Interest
and Interest Amount (if not the
Agent):

()] Screen Rate Determination:

Reference Rate:

Interest Determination
Date(s):

Relevant Screen Page:

[ 1per Calculation Amount

[ 1perCalculation Amount, payable on the Interest Payment
Date falling [infon] [ ]] [Not Applicable]

[30/360] [Actual/Actual (ICMA)]

[[ 1in each year] [Not Applicable]

Only relevant where Day Count Fraction is Actual/Actual
(ICMA). In sucha case insert regular interest payment dates,
ignoringissue dateor maturitydatein the case ofa longor short
first or last coupon

[Applicable/Not Applicable]
(If not applicable, delete the remaining subparagraphs of
this paragraph)

[ 1L, subject to adjustment in accordance with the Business

Day Convention set out in (b) below/, not subject to any
adjustment, as the Business Day Convention in (b) below is
specified to be Not Applicable]

[Floating Rate Convention/Following Business Day
Convention/Modified Following Business Day Convention/
Preceding Business Day Convention][Not Applicable]

[]

[Screen Rate Determination/ISDA Determination]

[]

[ ]month [LIBOR][EURIBOR][PRIBOR]

[]

(SecondLondon business day prior to thestartofeach Interest
Period ifLIBOR (other than Sterlingor Euro LIBOR), second
Prague business day prior tothe start of each Interest Period if
PRIBOR, first day of each Interest Period if Sterling LIBOR
and thesecond day onwhichthe TARGET2 Systemis open prior
to the start of each Interest Period if EURIBOR or Euro
LIBOR)

[]
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@ ISDA Determination:

¢ Floating Rate Option:
e Designated Maturity:

e Reset Date:

() Linear Interpolation:

(i) Margin(s):

0) Minimum Rate of Interest:
(k) Maximum Rate of Interest:
() Day Count Fraction:

15. Zero Coupon Note Provisions

@) Accrual Yield:
(b) Reference Price:

(©) Day Count Fractionin relation
to Early Redemption Amounts
and late payment:

PROVISIONS RELATING TO REDEMPTION

16. Notice periods for Condition 6.2

17. Issuer Call:

(In the case of EURIBOR, ifnot Reuters EURIBOROL ensure it
isa pagewhich shows acomposite rate or amend the fallback
provisions appropriately)

[]
[]

[]

(In the case ofa LIBOR, EURIBOR or PRIBOR based option,
the first day of the Interest Period)

[Not Applicable/Applicable - the Rate of interest for the
[long/short] [first/last] Interest Period shall be calculated using
Linear Interpolation (specify for each short or long interest
period)]

[+/-]1] 1percent. perannum

[ ]percent. perannum

[ 1percent. perannum

[Actual/Actual (ISDA)][Actual/Actual]
[Actual/365 (Fixed)]

[Actual/365 (Sterling)]

[Actual/360]

[30/360][360/360][Bond Basis]
[30E/360][Eurobond Basis]

[30E/360 (ISDA)]

[Applicable/Not Applicable]

(If not applicable, delete the remaining subparagraphs of this
paragraph)

[ ]percent. perannum

[]

[30/360][Actual/360]
[Actual/365]

Minimum Period: [ 1days

[ ]days

[Applicable/Not Applicable]
(If not applicable, delete the remaining subparagraphs of this
paragraph)

Maximum Period:
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18.

19.

20.

21

@) Optional Redemption Date(s):

(b) Optional Redemption Amount:

(©) If redeemable in part:
0] Minimum Redemption
Amount:
(i) Maximum Redemption
Amount:

d Notice periods:

Investor Put:

@) Optional Redemption Date(s):

(b) Optional Redemption Amount:

(c) Notice periods:

Change of Control Put:

Final Redemption Amount:

Early Redemption Amount payable
on redemption for taxation reasons or on
event of default:

[]

[ ]per Calculation Amount

[1]
[1]
Minimum Period: [ ]days
Maximum Period: [ 1days

(N.B. When setting notice periods, the Issuer is advised to
consider the practicalities of distribution of information
through intermediaries, for example, clearing systems (which
require a minimumof5 business days’ notice for a call) and
custodians, aswell as any other notice requirements which may
apply, for example, as between the Issuer and the Agent)

[Applicable/Not Applicable]
(If not applicable, delete the remaining subparagraphs of this
paragraph)

[]

[ 1per Calculation Amount
Minimum Period: [ ]days
Maximum Period: [ ]days

(N.B. When setting notice periods, the Issuer is advised to
consider the practicalities of distribution of information
through intermediaries, for example, clearing systems (which
require 15 business days ' notice for a put) and custodians, as
well as any other notice requirements which may apply, for
example, as between the Issuer and the Agent)

[Applicable/Not Applicable]
[ ] per Calculation Amount

(N.B. Ifthe Final Redemption Amountisother than 100 per cent. of
the nominal value the Notes will bederivative securities for the
purposesofthe Prospectus Directive and the requirements of
AnnexXlltothe Prospectus Directive Regulation will apply.)

[ 1per Calculation Amount

(N.B. Ifthe Final Redemption Amount is 100 per cent. of the
nominalvalue (i.e. par), the EarlyRedemption Amount is likely
to be par (but consider). If, however, the Final Redemption
Amount is other than 100 per cent. of the nominal value,
considerationshouldbegivenastowhat the Early Redemption
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Amount should be.)

GENERAL PROVISIONS APPLICABLE TO THE NOTES

22. Form of Notes:

@) Form:

(b) New Global Note:

23. Additional Financial Centre(s):

24, Talons for future Coupons to be attached to
Definitive Notes:

THIRD PARTY INFORMATION

[Temporary Global Note exchangeable fora Permanent Global
Note whichis exchangeable for Definitive Notes [on 60 days’
notice given at any time/only upon an Exchange Event]]

[Temporary Global Note exchangeable for Definitive Notes on
and after the Exchange Date]

[Permanent Global Note exchangeable for Definitive Notes [on
60 days’ notice given at any time/only upon an Exchange
Event]]

(N.B. The exchange upon notice option should notbe expressed
to be applicable ifthe Specified Denomination of the Notes in
paragraph 6 includes language substantially to the following
effect: “[€100,000] and integral multiples of [€1,000] in excess
thereofup to and including [€199,000].” Furthermore, such
Specified Denomination construction is notpermitted in relation
toanyissueofNoteswhich is to be represented on issue by a
Temporary Global Note exchangeable for Definitive Notes.)

N.B. The exchange upon notice/at any timeoptions should not
be expressedto be applicable ifthe Specified Denomination of
the Notes in paragraph 5 includes language substantially to the
following effect: “[€100,000] and integral multiples of
[€1,000] in excess thereofup to and including [€199,000].”
Furthermore, such Specified Denomination construction is not
permitted in relation to any issue of Notes which is to be
represented on issue by a Temporary Global Note
exchangeable for Definitive Notes.)

[Notesshallnotbe physically delivered in Belgium, exceptto a
clearing system, a depository or other institution for the
purposeoftheirimmobilizationin accordancewith article 4 of
the Belgian Law of December 14, 2005.]

[Yes][No]

[Not Applicable/give details]
(Note thatthis paragraphrelatesto the place of payment and
not the end dates of Interest Periods for the purposes of

calculatingthe amount of interest, to which sub-paragraphs
14(c))

[Yes, as the Notes have more than 27 coupon payments, Talons
may be required if on exchange into definitive form, more than
27 coupon payments are still to be made/No]

[[Relevantthird party information] has beenextracted from[specify source]. The Issuer confirms that such information
has been accurately reproducedand that, so far as it is aware and is able to ascertain frominformation published by
[specify source], no facts have been omitted which would render the reproduced information inaccurate or misleading.]
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Signed on behalf of CEZ, a. s.:

Duly authorized
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PART B — OTHER INFORMATION

LISTING AND ADMISSION TO TRADING

0] Listing and Admission to trading:

(i) Estimate of total expenses related

to admission to trading:

RATINGS

Ratings:

Applicationhas been made by the Issuer (or onits behalf) for the
Notes to be admittedto trading on the Regulated Market of the
Luxembourg Stock Exchange, and admission to the Official
List of the Luxembourg Stock Exchange with effect from[ ].

[]

[Not applicable][The Notes to be issued [[have been]/[are
expected to be]] rated:]

[Standard & Poor’s Credit Market Services Europe Limited:

[ 1]

[Moody’s Investors Service Ltd.: [ ]]

[[Other]: [ 1]

[[Insert credit rating agency]

INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE

[Save forany fees payable to the [Managers/Dealers], so faras the Issuer is aware, no person involved in the
issue of the Notes has an interest material to the offer. The [Managers/Dealers] and their affiliates have
engaged, and may in future engage, in investment bankingand/or commercial banking transactions with, and
may performotherservices for, the Issuer and its affiliates in the ordinary course of business. — Amend as

appropriate if there are other interests]

[(When adding any other description, consideration should be given as to whether such matters described
constitute “significant new factors” and consequently trigger the need for a supplement to the Base
Prospectus under Article 16 of the Prospectus Directive.)]

REASONS FOR THE OFFER, ESTIMATED NET PROCEEDS AND TOTAL EXPENSES

[() Reasons for the offer:
[(iD)] Estimated net proceeds:

[(iii)] Estimated total expenses:
YIELD (Fixed Rate Notes only)

Indication of yield:

OPERATIONAL INFORMATION
0] ISIN Code:

(i) Common Code:

[]
[]

[ 1]

[]

[]
[]
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(iii) Name and address of any clearing
system(s) other than Euroclear
Bank S.AJ/N.V.and Clearstream
Banking, S.A. and the relevant
identification number(s):

(iv) Delivery:

V) Names and addresses ofadditional
Paying Agent(s) (if any):

(vi) Deemed delivery of Clearing
Systemnotices for the purpose of
Condition 13:

(vii) Intended to be held in a manner
which would allow Eurosystem
eligibility:

DISTRIBUTION

0] Method of distribution:

(i) If syndicated, names of Managers:

(i) Date of Subscription Agreement:

(iv) Stabilization Manager(s) (if any):

V) If non-syndicated, name of relevant
Dealer:

(vi) U.S. Selling Restrictions:

(vii) Prohibition of Sales to EEA Retail

Investors:

[Not Applicable/give name(s) and number(s)]

Delivery [against/free of] payment

[]

Any notice delivered to Noteholders through the clearing
systems will be deemed to have been given on the
[second][business] day after the day on which it was given to
Euroclear, and Clearstream, Luxembourg.

[Yes. Note that the designation “yes” simply means that the
Notes are intended uponissue to be deposited with one of the
ICSDs as common safekeeper and does not necessarily mean
that the Notes will be recognized as eligible collateral for
Eurosystemmonetary policy and intra-day credit operations by
the Eurosystemeither upon issue or at any or all times during
their life. Such recognition will depend upon the ECB being
satisfied that Eurosystemeligibility criteria have been met.])/

[No. Whilst the designationis specified as “no” at the date of
these Final Terms, should the Eurosystemeligibility criteria be
amended in the future such that the Notes are capable of
meeting themthe Notes may thenbe deposited with one of the
ICSDs as common safekeeper. Note that this does not
necessarily mean that the Notes will then be recognised as
eligible collateral for Eurosystem monetary policy and intra
day credit operations by the Eurosystemat any time during
their life. Such recognition will depend upon the ECB being
satisfied that Eurosystemeligibility criteria have been met.]

[Syndicated/Non-syndicated]

[Not Applicable/give names and addresses]

[ ]

[Not Applicable/give name]

[Not Applicable/give name]

[Reg. S Compliance Category 2] [TEFRA D] [TEFRA C]
[TEFRA not applicable]

[Applicable/Not Applicable]

(If the offer of the Notes is concluded prior to January 1,2018,

oron and after that date ifthe Notes clearly do not constitute
“packaged” products, “Not Applicable” should be specified. If
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the offer of the Noteswill be concludedon or after January 1,
2018 and the Notes may constitute “packaged” products,
“Applicable” should be specified.)
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EXEMPT NOTES OF ANY DENOMINATION

APPLICABLE PRICING SUPPLEMENT

Set out belowisthe formof Pricing Supplement which will be completed for each Tranche of Exempt Notes,
whatever the denomination of those Notes, issued under the Programme.

[PROHIBITION OF SALES TO EEA RETAIL INVESTORS — The Notes[, from January 1, 2018,]° are not
intendedto be offered, sold or otherwise made available to and[, with effect fromsuch date,] should not be offered,
sold orotherwise made available toany retail investor in the European Economic Area (" EEA"). Forthese purposes, a
retail investor means a person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of
Directive 2014/65/EU ("MIiFID II"); (ii) a customerwithin the meaning of Directive 2002/92/EC (" IMD"), where that
customerwould not qualify as a professional client as defined in point (10) of Article 4(1) of MiFID II; or (iii) not a
qualified investoras defined in Directive 2003/71/EC (as amended, the " Prospectus Directive"). Consequently no key
information document required by Regulation (EU) No 1286/2014 (the " PRIIPs Regulation™) for offering or selling the
Notes or otherwise making themavailable to retail investors in the EEA has been prepared and therefore offering or
selling the Notes or otherwise making themavailable to any retail investor in the EEA may be unlawful under the
PRIIPs Regulation.]*

NO PROSPECTUS IS REQUIRED IN ACCORDANCE WITH DIRECTIVE 2003/71/EC FOR THE ISSUE OF
NOTES DESCRIBED BELOW.

[Date]
CEZ, a.s.

Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes]
under the €8,000,000,000
Euro Medium Term Note Programme

PART A — CONTRACTUAL TERMS

This document constitutes the Pricing Supplement for the Notes described herein. This documentmust be read
in conjunctionwith the Base Prospectus dated April 21, 2017 [as supplemented by thesupplement[s] dated [date[s]]]
(the "Base Prospectus"). Fullinformation on the Issuer and the offer ofthe Notesis only available on the basis of the
combination of this Pricing Supplement and the Base Prospectus. Copies of the Base Prospectus may be obtained
during normal business hours at theregistered office of the Issuerandat the offices of the Paying Agents for the time
being in London and Luxembourg.

Terms used hereinshallbe deemed to be defined as such for the purposes of the Conditions (the " Conditions™)
set forth in the Base Prospectus [dated [original date] which are incorporated by reference in the Base Prospectus]®.
Any reference in the Conditions to “applicable Final Terms” shall be deemed to include a reference to “applicable
Pricing Supplement”, where relevant.

[Include whichever ofthe following apply or specify as “Not Applicable”. Note that the numbering should
remain as set out below, evenif “Not Applicable” is indicated for individual paragraphs or subparagraphs (in which
case the subparagraphs ofthe paragraphs which are not applicable can be deleted). Italics denote directions for
completing the Pricing Supplement.]

[If the Notes have a maturity of less than one year fromthe date oftheir issue, the minimum denomination may
need to be £100,0000r itsequivalent in any other currency.]

1. (@ Series Number: [ ]
3 This date reference should not be included in Pricing Supplement for offers concluded on or after 1 January 2018.
4 Legend to be included on front of the Pricing Supplement (i) for offers concluded on or after 1 January 2018 if the Notes potentially

constitute “packaged” products or the Issuer wishes to prohibit offers to EEA retail investors for any other reason, in which case the
selling restriction should be specified to be “ Applicable” (ii) for offers concluded before 1 January 2018 at the option ofthe parties.
Only include this language where it is a fungible issue and the original Tranche was issued under a Base Prospectus with a di flerent date.
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10.

11.

(b) Tranche Number:

(c) Date on which the Notes will be
consolidated and form a single
Series:

Specified Currency or Currencies:
Aggregate Nominal Amount:
(@) Series:
(b) Tranche:
Issue Price:
(@ Specified Denominations:
(b) Calculation Amount (in relation
to calculation of interest for
Notes in global form see
Conditions):
@ Issue Date:
(b) Interest Commencement Date:

Maturity Date:

Interest Basis:

Redemption/Payment Basis:

Change of Interest Basis or
Redemption/PaymentBasis:

Put/Call Options:

[ ]

The Notes will be consolidated and forma single Series with
[identify earlier Tranches] on [the Issue Date/exchange of the
Temporary Global Note forinterests in the Permanent Global
Note, as referred to in paragraph 24 below, which is expected
to occur on or about [date]][Not Applicable]

[ ]
[ ]
[ ]

[ 1percent.ofthe Aggregate Nominal Amount [plus accrued
interest from [insert date] (if applicable)]

[ ]
[ ]

(If only one Specified Denomination, insert the Specified
Denomination. If more than one Specified Denomination,
insert the highest common factor. Note: There must be a
common factor in the case of two or more Specified
Denominations.)

[ ]

[specify/Issue Date/Not Applicable]
(N.B. An Interest Commencement Datewill notbe relevantfor
certain Notes, for example Zero Coupon Notes.)

[Specify date or for Floating rate - Interest Payment Date
falling in or nearest to [specify month and year]]

[[ ]percent. Fixed Rate]

[[specify Reference Rate] +/- [ ] per cent. Floating Rate]
[Zero Coupon]

[Index Linked Interest]

[Dual Currency Interest]

[specify other]

(further particulars specified below)

[Redemption at par]

[Index Linked Redemption]
[Dual Currency Redemption]
[Partly Paid]

[Instalment]

[specify other]

[Specify details of any provision for change of Notes into
another Interest Basis or Redemption/Payment Basis][Not
Applicable]

[Investor Put]
[Change of Control Put]
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12. (@)

(b)

Status of the Notes:

[Date [Board] approval for
issuance of Notes obtained:

[Issuer Call]
[(further particulars specified below)]

[Not Applicable]
[Senior/[Dated/Perpetual] Subordinated]

[ 11

(N.B. Only relevant where Board (or similar) authorisation is
required for the particular tranche of Notes)

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

13. Fixed Rate Note Provisions

@)

Rate(s) of Interest:

(b) Interest Payment Date(s):

(c) Fixed Coupon Amount(s) for
Notes in definitive form (and in
relation to Notes in global form
see Conditions):

(@ Broken Amount(s) for Notes in
definitive form (and in relation
to Notes in global form see
Conditions):

(e) Day Count Fraction:

()] [Determination Date(s):

@) Other terms relating to the
method of calculating interest
for Fixed Rate Notes which are
BExempt Notes:

14. Floating Rate Note Provisions
@) Specified  Period(s)/Specified

Interest Payment Dates:

[Applicable/Not Applicable]

(If notapplicable, delete the remaining subparagraphs of this
paragraph)

[ 1 per cent. per annum payable in arrears on each Interest
Payment Date

[ ] in each year up to and including the Maturity Date
(Amend appropriately in the case of irregular coupons)

[ ] per Calculation Amount

[[ ]perCalculation Amount, payable on the Interest Payment
Date falling [in/fon] [ ]][Not Applicable]

[30/360/Actual/Actual (ICMA)/specify other]
1l ] in each year][Not Applicable]

(Only relevant where Day Count Fraction is Actual/Actual
(ICMA). In such a case, insert regular interest payment
dates, ignoring issue date or maturity date in the case ofa
long or short first or last coupon]

[None/Give details]

[Applicable/Not Applicable]
(If notapplicable, delete the remaining subparagraphs of this
paragraph)

[ ][, subject to adjustment in accordance with the
Business Day Conventionset out in (b) below/, not subject to
adjustment, as the Business Day Convention in (b) below is
specified to be Not Applicable]
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(b)

(©
(d)

©)

®

©)

(h)

(i
()
(K
o

Business Day Convention:

Additional Business Centre(s):

Manner in which the Rate of
Interest and Interest Amount is
to be determined:

Party responsible for calculating
the Rate of Interest and Interest
Amount (if not the Agent):

Screen Rate Determination:

Reference Rate:

Interest Determination Date(s):

Relevant Screen Page:

ISDA Determination:

Floating Rate Option:
Designated Maturity:

Reset Date:

Linear Interpolation:

Margin(s):
Minimum Rate of Interest:
Maximum Rate of Interest:

Day Count Fraction:

[Floating Rate Convention/Following
Business Day Convention/Modified Following Business Day
Convention/ Preceding Business Day Convention/[specify
other]][Not Applicable]

[ ]

[Screen Rate Determination/ISDA Determination/specify
other]

Reference Rate: [ ] month [LIBOR/EURIBOR/specify
other Reference Rate].

[ ]

(Second London business day prior to the start of each
Interest Period if LIBOR (other than Sterling or euro LIBOR),
first day of each Interest Period if Sterling LIBOR and the
second day on which the TARGET2 System is open prior to
the start ofeach InterestPeriod if EURIBOR or euro LIBOR)

[ ]

(In the case of EURIBOR, ifnot Reuters EURIBORO1 ensure
it is a page which shows a composite rate or amend the
fallback provisions appropriately)

[ ]
[ ]
[ ]

(In the case ofa LIBOR or EURIBOR based option, the first
day of the Interest Period)

[Not Applicable/Applicable - the Rate of Interest for the
[long/short] [first/last] Interest Period shall be calculated
using Linear Interpolation (specify for each short or long
interest period)]

[+/-]1] ]percent. perannum

[ ] per cent. per annum

[ ] per cent. per annum

[Actual/Actual (ISDA)][Actual/Actual]
[Actual/365 (Fixed)]
[Actual/365 (Sterling)]
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(m)

Fallback provisions, rounding
provisions and any other terms
relating to the method of
calculating interest on Floating
Rate Notes which are Exempt
Notes, ifdifferent from thoseset
out in the Conditions:

15. Zero Coupon Note Provisions

@)
(b)
©

(d)

Accrual Yield:
Reference Price:

Any other formula/basis of
determining amountpayable for
Zero Coupon Notes which are
Exempt Notes:

Day Count Fraction in relation
to Early Redemption Amounts:

16. Index Linked Interest Note

@)
(b)
©

(d)

©)

()

Index'Formula:
Calculation Agent

Party responsible for calculating
the Rate of Interest (if not the
Calculation Agent) and Interest
Amount (if not the Agent):

Provisions  for determining
Coupon where calculation by
reference to Index and/or
Formula is impossible or
impracticable:

Specified  Period(s)/Specified
Interest Payment Dates:

Business Day Convention:

[Actual/360]
[30/360][360/360][Bond Basis]
[30E/360][Eurobond Basis]
[30E/360 (ISDA)]

[Other]

[ ]

[Applicable/Not Applicable]

(If notapplicable, delete the remaining subparagraphs of this
paragraph)

[ ]percent. perannum

[ ]
[ ]

[30/360]
[Actual/360]
[Actual/365]

[Applicable/Not Applicable]
(If notapplicable, delete the remaining subparagraphs of this
paragraph)

[give or annex details]

[give name]

[ ]

[need to include a description of market disruption or
settlement disruption events and adjustment provisions]

[Floating Rate Convention/Following Business Day
Convention/Modified Following Business Day Convention/
Preceding Business Day Convention/specify other]
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©)

(h)

(i

0)

17.

@)

(b)

©

(d)

Additional Business Centre(s):
Minimum Rate of Interest:
Maximum Rate of Interest:

Day Count Fraction:

Dual Currency Interest Note Provisions

Rate of Exchange/method of
calculating Rate of Exchange:

Party, if any, responsible for
calculating the principal and/or
interest due (if not the Agent):

Provisions applicable where
calculation by reference to Rate
of Exchange impossible or
impracticable:

Person at whose option
Specified Currency(ies) is/are
payable:

PROVISIONS RELATING TO REDEMPTION

18.
19. Issuer Call:
(@)
(b)
(©)
0]
(i)
(d)

Notice periods for Condition 6.2:

Optional Redemption Date(s):

Optional Redemption Amount
and method, if any, of
calculation of such amount(s):

If redeemable in part:

Minimum Redemption
Amount:
Maximum  Redemption
Amount:

Notice periods:

[ ]

[ 1percent. perannum
[ ]percent. perannum

[ ]

[Applicable/Not Applicable]
(If notapplicable, delete the remaining subparagraphs of this
paragraph)

[give or annex details]

[need to include a description of market disruption or
settlement disruption events and adjustment provisions]

[ 1
Minimum period: [ ] days
Maximum period: [ ] days

[Applicable/Not Applicable]
(If not applicable, delete the remaining subparagraphs of this
paragraph)

[ ]

1l ] per Calculation Amount/specify other/see Appendix]

[ 1
[ 1
Minimum period: [ ] days
Maximum period: [ ] days

(N.B. When setting notice periods, the Issuer is advised to
consider the practicalities of distribution of information
through intermediaries, for example, clearing systems (which
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require a minimum of 5 business days’notice for a call) and
custodians, aswell asany other notice requirements which
may apply, for example, as betweenthe Issuer and the Agent)

20. Investor Put: [Applicable/Not Applicable]
(If not applicable, delete the remaining subparagraphs of this
paragraph)

@) Optional Redemption Date(s):

—

]

(b) Optional Redemption Amount [ ] per Calculation Amount/specify other/see Appendix]
and method, if any, of
calculation of such amount(s):

© Notice periods: Minimum period: [ ] days

Maximum period: [ ] days

(N.B. When setting notice periods, the Issuer is advised to
consider the practicalities of distribution of information
through intermediaries, for example, clearing systems (which
require a minimumof'15 business days ’notice for a put) and
custodians, aswell asany other notice requirements which
may apply, for example, as betweenthe Issuer and the Agent)

21. Change of Control Put: [Applicable/Not Applicable]

22. Final Redemption Amount: [[ ] perCalculation Amount/specify other/see Appendix]

23. Early Redemption Amount payable on [[ ] perCalculation Amount/specify other/see Appendix]
redemption for taxation reasons or on event
of default and/or the method of calculating (N .B. If the Final Redemption Amount is 100 per cent. of the
the same (if required): nominal value (i.e. par), the Early Redemption Amount is
likely to be par (but consider). If, however, the Final
Redemption Amount is other than 100 per cent. ofthe nominal
value, consideration should be given as to what the Early
Redemption Amount should be.)

GENERAL PROVISIONS APPLICABLE TO THE NOTES

24. Form of Notes:

(@) Form: [Temporary Global Note exchangeable for a Permanent
Global Note which is exchangeable for Definitive Notes [on
60 days’ notice given at any time/only upon an Exchange
Event]]

[Temporary Global Note exchangeable for Definitive Notes
on and after the Exchange Date]

[Permanent Global Note exchangeable for Definitive Notes
[on 60 days’ notice given at any time/only upon an Exchange
Event/at any time at the request of the Issuer]]

[Notes shallnot be physically deliveredin Belgium, except to

a clearing system, a depository or other institution for the
purpose of theirimmobilisation in accordancewith article 4 of
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25.

26.

27.

28.

29.

(b) New Global Note:

Additional Financial Centre(s):

Talons forfuture Coupons to be attached to
Definitive Notes:

Details relating to Partly Paid Notes: amount
of each payment comprising the Issue Price
and date on which each payment is to be
made and consequences of failure to pay,
including any rightofthe Issuer to forfeit the
Notes and interest due on late payment.

Details relating to Instalment Notes:

@) Instalment Amount(s):
(b) Instalment Date(s):

Other final terms:

RESPONSIBILITY

the Belgian Law of 14 December 2005.°]

(Ensure thatthis is consistent with the wording in the “Form
of the Notes” section in the Base Prospectus and the Notes
themselves.)

[Yes][No]]
[Not Applicable/give details]

(Note thatthis paragraphrelates to the place of payment and
not the end dates of Interest Periods for the purposes of
calculatingthe amountofinterest, to which sub-paragraphs
14(c) and 16(g) relate)

[Yes, as the Notes have more than 27 coupon payments,
Talons may be required if, on exchange into definitive form,

more than 27 coupon payments are still to be made/No]

[Not Applicable/givedetails. N.B. A new form of Temporary
Global Note and/or Permanent Global Note may be required
for Partly Paid issues]

[Applicable/Not Applicable]

(If notapplicable, delete the remaining subparagraphs of this
paragraph)

[give details]
[give details]
[Not Applicable/give details]

[Consider includinga termproviding for tax certification if
required to enable interest to be paid gross by issuers]

The Issuer accepts responsibility for the information contained in this Pricing Supplement. [[Relevant third party
information] has been extracted from[specify source]. The Issuer confirms that such information has been accurately
reproducedand that, so faras it is aware and is able to ascertain frominformation published by [specify source], no
facts have been omitted which would render the reproduced information inaccurate or misleading.

Signed on behalf of CEZ, a.s.:

By:

Duly authorised

6

Include for Notes that are to be offered in Belgium.
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PART B — OTHER INFORMATION

RATINGS

Ratings:

[The Notes to be issued [[have been]/[are expected to be]]
rated [insert details] by [insert thelegal name of the relevant
credit rating agency entity(ies)].

(The above disclosure is only required if the ratings of the
Notes are different to those stated in the Base Prospectus)

INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE

[Save forany fees payable to the [Managers/Dealers], so far as the Issuer is aware, no person involved in the
issue of the Notes has an interest material to the offer. The [Managers/Dealers] and their affiliates have
engaged, and may in the future engage, in investmentbanking and/or commercial banking transactions with,
and may performotherservices for, the Issuer and its affiliates in the ordinary course of business - Amend as
appropriate if there are other interests]

[USE OF PROCEEDS

Use of Proceeds:

OPERATIONAL INFORMATION

0]
(i)
(iii)

(iv)
v)

(vi)

(vii)

ISIN Code:
Common Code:

Name and address of any clearing
system(s) otherthan Euroclear Bank
S.A/N.V. and Clearstream Banking
S.A.and the relevant identification
number(s):

Delivery:

Names and addresses of additional
Paying Agent(s) (if any):

Deemed delivery of clearing system
notices for the purposes of
Condition 13:

[Intended to be held in a manner
which would allow Eurosystem
eligibility:

[ 1]

(Only required ifthe use of proceeds is different to that stated
in the Base Prospectus)

[ ]
[ ]

[Not Applicable/give name(s) and number(s)]

Delivery [against/free of] payment

[ ]

Any notice delivered to Noteholders through the clearing
systems will be deemed to have been given on the [second]
[business] day after the day on which it was given to
Euroclear and Clearstream, Luxembourg.

[Yes. Note that the designation “yes” simply means that the
Notes are intended uponissue to be deposited with one of the
ICSDs as common safekeeperand does not necessarily mean
that the Notes will be recognised as eligible collateral for
Eurosystemmonetary policy and intra day credit operations
by the Eurosystem either upon issue or at any or all times
during their life. Such recognitionwill depend upon the ECB
being satisfied that Eurosystemeligibility criteria have been
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DISTRIBUTION

(1) Method of distribution:
(i) If syndicated, names of Managers:
(i) Stabilization Manager(s) (if any):

(iv) If non-syndicated, name of relevant
Dealer:

V) U.S. Selling Restrictions:

(vi) Additional selling restrictions:

(vii) Prohibition of Sales to EEA Retail
Investors:

met.)/

[No. Whilst the designationis specified as “no” at the date of
this Pricing Supplement, should the Eurosystem eligibility
criteria be amended in the future such that the Notes are
capable of meeting them the Notes may then be deposited
with one ofthe ICSDs as common safekeeper. Note that this
does not necessarily mean that the Notes will then be
recognised as eligible collateral for Eurosystem monetary
policy and intra day credit operations by the Eurosystemat
any time during their life. Such recognition will depend upon
the ECB being satisfied that Eurosystem eligibility criteria
have been met.]]

[Syndicated/Non-syndicated]
[Not Applicable/give names]
[Not Applicable/give name]

[Not Applicable/give name]

Reg. S Compliance Category [1/2/3]; [TEFRA D/TEFRA
C/TEFRA not applicable]

[Not Applicable/give details]
(Additional selling restrictionsareonly likely to be relevant
for certainstructured Notes, such as commodity-linked Notes)

[Applicable/Not Applicable]

(If the offer of the Notes is concluded prior to January 1,
2018, or on and after that date if the Notes clearly do not
constitute “packaged” products, “Not Applicable” should be
specified. If the offer of the Notes will be concluded on or
after January 1, 2018 and the Notes may constitute
“packaged” products, “Applicable” should be specified.)
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TERMS AND CONDITIONS OF THE NOTES

Any reference in the Terms and Conditions to “applicable Final Terms” shall be deemed to include a
reference to “applicable Pricing Supplement” where relevant.

The following are the Terms and Conditions ofthe Noteswhichwillbe incorporated by reference into each
Global Note (as defined below) and each definitive Note, in the latter case only if permitted by the relevant stock
exchangeor other relevantauthority (ifany) and agreed by the Issuer andthe relevant Dealer atthe time of issue but,
if not so permittedandagreed, such definitive Note will haveendorsed thereon or attached thereto such Terms and
Conditions. The applicable Pricing Supplement in relation to any Tranche of Exempt Notes may specify other terms
and conditions which shall, to the extent so specified or to the extent inconsistent with the following Terms and
Conditions, replace or modify the following Terms and Conditions for the purpose ofsuch Notes. The applicable Final
Terms (or the relevantprovisions thereof) will be endorsed upon, or attached to, each Global Note and definitive Note.
Reference should bemade to “Applicable Final Terms” for a description of the content of Final Terms which will
specify which of such terms are to apply in relation to the relevant Notes.

This Note is one of a Series (as defined below) of Notes issued by CEZ, a. s. (the Issuer) pursuant to the
Amended and Restated Agency Agreement (as defined below).

References herein to the Notes shall be references to the Notes of this Series and shall mean:

(@) in relation to any Notes represented by a global Note (a Global Note), units of each Specified
Denomination in the Specified Currency;

(b) any Global Note; and

(© any definitive Notes issued in exchange for a Global Note.

The Notes, the Receipts (as defined below) and the Coupons (as defined below) have the benefit of an
Amended and Restated Agency Agreement (such Amended and Restated Agency Agreement as amended and/or
supplemented and/or restated from time to time, the Amended and Restated Agency Agreement) dated May 3, 2016
and made betweenthe Issuer, Deutsche Bank AG, London Branchas issuingand principal payingagentand agent bank
(the Agent, which expressionshallinclude any successor agent) andthe other paying agents named therein (together
with the Agent, the Paying Agents, which expression shall include any additional or successor paying agents).

The final terms for this Note (orthe relevantprovisions thereof) are set out in Part A of the Final Terms (or
Pricing Supplement, in the case of Exempt Notes (as defined below)) attached to or endorsed on this Note which
complete these Terms and Conditions (the Conditions) and, in the caseofa Note which is neither admitted to trading
on aregulated market in the European Economic Area nor offered in the European Economic Area in circumstances
where a prospectusis requiredto be published under the Prospectus Directive (an Exempt Note), may specify other
terms and conditions which shall, to the extent so specified or to the extent inconsistentwith the Conditions, replace or
modify the Conditions for the purposes of this Note. References to the applicable Final Terms are, unless otherwise
stated, to Part A of the Final Terms (or the relevant provisions thereof) attached to or endorsed on this Note. T he
expression Prospectus Directive means Directive 2003/71/EC (as amended, including by Directive 2010/73/EU), and
includes any relevant implementing measure in a relevant Member State of the European Economic Area.

Interestbearing definitive Notes have interest coupons (Coupons) and, in the case of Notes which, when issued
in definitive form, have more than 27 interest payments remaining, talons for further Coupons (Talons) attached on
issue. Any reference herein to Coupons or coupons shall, unless the context otherwise requires, be deemedto include a
reference to Talons or talons. Exempt Notes in definitive form which are repayable in instalments have receipts
(Receipts) forthe payment of the instalments of principal (other than the final instalment) attached on issue. Global
Notes do not have Receipts, Coupons or Talons attached on issue.

Any referenceto Noteholders or holders in relation to any Notes shall mean the holders of the Notes and
shall, in relation to any Notes represented by a Global Note, be construed as provided below. Any reference herein to
Receiptholders shall mean the holders of the Receipts and any reference herein to Couponholders shall mean the
holders of the Coupons and shall, unless the context otherwise requires, include the holders of the Talons.
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As used herein, Tranche means Notes which are identical in all respects (including as to listing and admission to
trading) and Series meansa Tranche of Notes together with any further Tranche or Tranches of Notes which are (a)
expressed to be consolidated and form a single series and (b) identical in all respects (including as to listing and
admission to trading) except for their respective Issue Dates, Interest Commencement Dates and/or Issue Prices.

The Noteholders, the Receiptholders and the Couponholders are entitled to the benefit of the Deed of Covenant
(such Deed of Covenantas modified and/or supplemented and/or restated fromtime to time, the Deed of Covenant)
dated April 13, 2015 and made by the Issuer. The original of the Deed of Covenant is held by the common depositary
for Euroclear (as defined below) and Clearstream, Luxembourg (as defined below).

Copies of the Amended and Restated Agency Agreementand the Deed of Covenantare available for inspection
during normal business hours at the specified office ofeach of the Paying Agents. If Notes are to be admitted to trading
on the regulated market of the Luxembourg Stock Exchange the applicable Final Terms will be published on the
website of the Luxembourg Stock Exchange (www.bourse.lu). If this Note is an Exempt Note, the applicable Pricing
Supplement will only be obtainable by a Noteholder holding one or more Notes and such Noteholder must produce
evidence satisfactoryto the Issuer and the relevant Paying Agent as to its holding of such Notes and identity. The
Noteholders, the Receiptholders and the Couponholders are deemedto have notice of, and are entitled to the benefit of,
all the provisions ofthe Amendedand Restated Agency Agreement, the Deed of Covenant and the applicable Final
Terms which are applicable to them. The statements in the Conditions include summaries of, and are subject to, the
detailed provisions of the Amended and Restated Agency Agreement.

Words and expressions defined in the Amended and Restated Agency Agreement or used in the applicable
Final Terms shallhave the same meanings where used in the Conditions unless the context otherwise requires or unless
otherwise stated and provided that, in the event of inconsistency between the Amended and Restated Ag ency
Agreement and the applicable Final Terms, the applicable Final Terms will prevail.

In the Conditions, euro means the currency introduced at the start ofthethird stage of European economic and
monetary union pursuant to the Treaty on the Functioning of the European Union, as amended.

1. FORM, DENOMINATION AND TITLE

The Notes are in bearer form and, in the case of definitive Notes, serially numbered, in the currency
(the SpecifiedCurrency) and the denominations (the Specified Denomination(s)) specified in the applicable Final
Terms. Notes of one Specified Denomination may not be exchanged for Notes of another Specified Denomination.

Unless this Note is an Exempt Note, this Note may be a Fixed Rate Note, a Floating Rate Note or a Zero
Coupon Note, oracombinationofany ofthe foregoing, depending upon the Interest Basis shown in the applicable
Final Terms.

If this Note is an Exempt Note, this Note may be a Fixed Rate Note, a Floating Rate Note, a Zero Coupon
Note, an Index Linked Interest Note, a Dual Currency Interest Note or a combination of any of the foregoing,
depending upon the Interest Basis shown in the applicable Pricing Supplement.

If this Note is an Exempt Note, this Note may also be an IndexLinked Redemption Note, an Instalment Note,
a Dual Currency Redemption Note, a Partly Paid Note ora combination ofany of the foregoing, depending upon the
Redemption/Payment Basis shown in the applicable Pricing Supplement.

Definitive Notes are issued with Coupons and, if appropriate, Talons attached, unless they are Zero Coupon
Notes in which case references to Coupons and Couponholders in the Conditions are not applicable.

Subject as setoutbelow, title to the Notes, Receipts and Coupons will pass by delivery. The Issuer and the
Paying Agents will (except as otherwise required by law) deemand treat the bearer of any Note, Receipt or Coupon as
the absolute owner thereof (whether or not overdue and notwithstanding any notice of ownership or writing thereon or
notice of any previous loss or theft thereof) forall purposes but, in the case of any Global Note, without prejudice to the
provisions set out in the next succeeding paragraph.

Forsolong as any ofthe Notes is represented by a Global Note held on behalf of Euroclear Bank S.A./N.V.
(Euroclear) and/or Clearstream Banking, S.A. (Clearstream, Luxembourg), each person (other than Euroclear or
Clearstream, Luxembourg) who is for the time being shown in the records of Euroclear or of Clearstream, Luxembourg
as the holder ofa particular nominalamount of such Notes (in which regard any certificate or other document issued by
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Euroclearor Clearstream, Luxembourg as to the nominalamount of such Notes standing to the account of any person
shallbe conclusiveandbinding forall purposes save in the case of manifest error) shall be treated by the Issuerandthe
Paying Agents as the holder of such nominal amount of such Notes for all purposes other than with respect to the
payment of principal orinterest onsuchnominalamount of such Notes, for which purpose the bearer of the relevant
Global Note shall be treated by the Issuerand any Paying Agentas the holder of such nominalamountofsuch Notes in
accordancewith and subjectto the terms of the relevant Global Note and the expressions Noteholder and holder of
Notes and related expressions shall be construed accordingly.

Notes which are represented by a Global Note will be transferable only in accordance with the rules and
procedures for the time being of Euroclear and Clearstream, Luxembourg, as the case may be. References to Euroclear
and/or Clearstream, Luxembourg shall, whenever the context so permits, be deemed to include a reference to any
additional or alternative clearing system specified in Part B of the applicable Final Terms.

2. STATUS OF THE NOTES

The Notes andany relative Receipts and Coupons constitute direct, general, unsecured and unconditional
obligations ofthe Issuer which (i) rank pari passuamongthemselves and (ii) will rankat least pari passu with all other
presentand future unsecured obligations ofthe Issuer, saveonly for such obligations as may be preferred by mandatory
provisions of applicable law and subject always to Condition 3.

3. NEGATIVE PLEDGE AND OTHER COVENANTS

3.1 Negative pledge

So long as any Note or Coupon remains outstanding (as defined in the Amended and Restated Agency
Agreement) the Issuer will not, norwill it permit any Material Subsidiaryto, issue, assume or guarantee any
Indebtedness, if such Indebtedness is secured by a Lien upon any Principal Property now owned or hereafter
acquired, unless, at the same time or prior thereto, the Issuer’s obligations under the Notes and the Coupons
shall (X) be secured equally and rateably with (or priorto) such Indebtedness or (y) have the benefit of such
othersecurity, guarantee, indemnity or other arrangementas shall be approved by an Extraordinary Resolution
(as defined in the Amended and Restated Agency Agreement) of Noteholders; provided, however, that the
foregoing restriction shall not apply to:

@ any Lien on any assetacquired, constructed or improved by the Issuer orany Subsidiary after the
date of issue ofthe Notes, which Lien is created, incurred orassumed contemporaneously with,
or within 180 days after, such acquisition (or, in the case of any such asset constructed or
improved, after the completion or commencement of commercial operation of such asset, whichever
is later) to secure or provide for the paymentof any partof the purchase price of such asset or the
costsof such construction orimprovement (including costs such as escalation, interest during
construction and finance costs); provided that, in the case of any such construction or
improvement, the Lien shallnot apply to any suchasset previously owned by the Issuer or any
Subsidiary, otherthanpreviously unimproved real property on which the assetso constructed, or
the improvement, is located;

(b) any Lien existing overany asset at the time of the acquisition of such asset and which is not
created as a result of or in connection with or in anticipation of such acquisition;

(©) any Lien on anyasset acquired froma corporation which is merged with or intothe Issuer or any
Lien existing on any asset of a corporationwhich existed at the time such corporation becomnes a
Subsidiary and, in either such case, which is notcreated as a result of orin connection with orin
anticipation of any such transaction;

) any Lien whichsecures only Indebtedness owing by a Subsidiary to the Issuer, to one or more
Subsidiaries or to the Issuer and one or more Subsidiaries;

(e) any extension, renewal or replacement (or successive extensions, renewals or replacements; in
whole or inpart, of any Lien referred to in the foregoing clauses; provided, however, that the principal
amount of Indebtedness secured thereby shall not exceed the principalamount of Indebtedness
so secured atthe time of such extension, renewal or replacementand that such extension, renewal or
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3.2

33

34

replacementshall be limited toall or part of theasset which secured the Lien so extended, renewed
or replaced (plus improvements on such asset); or

® any Lien securing obligations of the Issuer or any Subsidiary to the Czech Republic in
connectionwith a guarantee or similarassurance provided by the Czech Republic to third parties
for the benefit of the Issuer.

The Issuerorany Material Subsidiary, however, may issue, assume or guarantee Indebtedness secured by a
Lien which would otherwise be prohibited under this Condition 3.1 or enter into a Sale and Lease-Back
Transactionthat would otherwise be prohibited by the provisions of Condition 3.2; providedthat theaggregate
amount of such Indebtedness of the Issuer and its Material Subsidiaries together with the aggregate
Attributable Value of all such Sale and Lease-Back Transactions ofthe Issuerand its Subsidiaries at any time
outstandingshallnot exceed the sumof (x) 10% ofthe Consolidated Net Tangible Assets at the time any such
Indebtedness denominated in a currency other than that of the Czech Republic is issued, assumed or
guaranteed by the Issuer orany Subsidiary or at the time any such Sale and Lease-Back Transaction is entered
into, plus (y) the aggregateamount of any such Indebtedness that is denominated in the currency of the Czech
Republic, up to an additional 20% of Consolidated Net Tangible Assets at such time.

Limitations on sale and lease-back transactions

Forsolong as any Noteor Couponis outstanding, neither the Issuer nor any Material Subsidiary may enter
into any Sale and Lease-Back Transaction with respect to any Principal Property, unless either (x) the Issuer or
such Material Subsidiary would be entitled pursuant to the provisions of Condition 3.1to issue, assume or
guarantee Indebtedness secured by a Lien on such Principal Property withoutequally and rateably securing the
Issuer’s obligations under the Notes and the Coupons or (y) the Issuer or such Material Subsidiary shall apply
orcause to beapplied, in the case ofa sale or transfer for cash, anamountequal to the net proceeds thereof and,
in the case of a sale or transfer otherwise than for cash, an amount equal to the fair market value of the
Principal Property so leasedto theretirement, within one year after the effective date of such Sale and Lease-
Back Transaction, of Indebtednessofthe Issuer ranking ona parity with the obligations of the Issuer under the
Notes and owing to a Person other than the Issuer or any Affiliate of the Issuer or to the construction or
improvementofreal property or personal property used by the Issuer orany Material Subsidiary in the ordinary
course of business. Therestrictionsset forth in the preceding sentence will not apply to transactions providing for
a lease for a term, including any renewal thereof, of not more than three years.

No consolidation or merger

Forso long asany Noteor Coupon s outstanding, the Issuer may notconsolidate with or merge into any other
corporation orconvey or transfer its properties and assets substantially as an entirety to any Person, unless (i)
the successor corporationshall be a corporationorganized and existing under the laws of the Czech Republic,
and shall expressly assume by a deed the dueand punctual payment of allamounts payable in respect of all the
then outstanding Notes and the performance of every obligation contained in the Notes on the part of the
Issuerto be performed orobserved; (i) immediately after giving effect tosuch transaction, no Event of Default
or Potential Event of Default (as defined in the Amended and Restated Agency Agreement) shall have
happenedandbe continuing;and (iii) the Issuer shall have delivered to the Fiscal Agent a certificate signed by
two directors ofthe Issuerand an opinion of independent legal advisers of recognized standing each stating
that such consolidation, merger, conveyance or transfer and any such deed comply with the foregoing
provisions relating tosuchatransaction. In caseofany such consolidation, merger, conveyance or transfer,
such successor corporation will succeedto andbe substituted for the Issuer as obligor under the Notes and
Coupons, with the same effect as if it had been named in the Notes as such obligor.

Certain definitions
In these Conditions:

Affiliate means, with respect to any specified Person, any other Person directly or indirectly controlling or
controlled by, orunder directorindirect common control with, such specified Person. For the purposes of this
definition, control, when used with respect to any specified Person, means the power to direct the
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management and policies of such Person, directly or indirectly, whether through the ownership of voting
securities, by contract or otherwise;

Attributable Value means, as to any particular Sale and Lease-Back Transaction under which the Issuer or
any Subsidiary is at any time liable as lesseeandany dateas of which the amount thereof is to be determined,
the total net obligations of the lessee for rental payments during theremaining termofthe lease (including any
period for which such lease has been extended) discounted fromthe respective due dates thereoftosuch date at a
rate perannumequivalentto theinterest rate inherentin such Saleand Lease-Back Transaction (as determined in
good faith by the Issuer in accordance with generally accepted financial practice);

Audited Statements means the Issuer’s audited annual financial statements (consolidated, if available)
prepared in accordance with International Accounting Standards current as at the date of preparation;

ConsolidatedNet Tangible Assets means the total of allassets (including revaluations thereof as a result of
commercial appraisals, price-level re-statements or otherwise) appearingona consolidated balance sheet of the
Issuerand its Subsidiaries, net of allapplicable reserves and deductions, butexcluding goodwill, trade names,
trademarks, patents, unamortized debt discount and all other like intangible assets (which termshall not be
construed to include such revaluations), less the aggregate of the current liabilities of the Issuer and its
Subsidiaries appearing on such balance sheet;

Consolidated Total Assets means the total assets (consolidated, if the relevant Audited Statements are
consolidated) ofthe Issuerand its Subsidiaries determined by referenceto the most recent Audited Statements;

EBITDA means income before income taxes and other income (expenses) plus depreciationand amortization,
plus impairment of property, plant and equipment and intangible assets including goodwill less gain (or loss)
on sale of property, plant and equipment;

Indebtedness means, with respectto any Person (without duplication), (a) any liability of such Person (1) for
borrowed money orunderany reimbursement obligation relating to a letter of credit, financial bond or similar
instrument or agreement, (2) evidenced by a bond, note, debenture or similar instrument or agreement
(including a purchase money obligation) given in connection with theacquisitionofany business, properties
or assets ofany kind (other than a trade payable or a current liability arising in the ordinary course of business
or aperformance bond orsimilar obligation), (3) for the payment of money relating to any obligations under
any capital lease of real or personal property or (4) for the purposes of Condition 3.1(a) and (b) only, under
any agreementor instrumentin respect ofan interestrate or currency swap, exchange or hedging transaction
or other financial derivatives transaction; (b) any liability of others described in the preceding clause (a) thatthe
Personhas guaranteed or that is otherwise its legal liability; and (c) any amendment, supplement, modification,
deferral, renewal, extension or refunding ofany liability of the types referred to in (a) and (b) above. For the
purpose of determining any particular amount of Indebtedness under this definition, guarantees of (or
obligations with respect to letters of credit or financial bonds supporting) Indebtedness otherwise included in
the determination of such amount shall also not be included;

Lien means any mortgage, pledge, lien, security interest, charge or other encumbrance (including any
conditional sale or other title retention agreement or lease in the nature thereof other than a title retention
agreement in connection with the purchase of goods in the ordinary course of business);

Material Subsidiary means, at any time, any Subsidiary of the Issuer:

@) whose total assets or EBITDA (or, where the Subsidiary in questionprepares consolidated financial
statements, whose consolidated total assets or consolidated EBITDA), attributable to the Issuer
represent not less than 10% of the Consolidated Total Assets or (asthe case may be) the consolidated
EBITDA of the Issuer and its Subsidiaries taken as a whole, all as determined, respectively, by
reference to the most recent audited annual financial statements (or, as the case may be, audited
consolidated annual financial statements) of such Subsidiary and the most recent Audited Statements;
or

() to which is transferred all or substantially all of the assets and undertaking of a Subsidiary of the Issuer
which was a Material Subsidiary immediately prior to suchtransfer (which Subsidiary s hall cease to
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4.1

be a Material Subsidiary upon such transfer becoming unconditional) and sothat a Subsidiary of the
Issuerwhich becomes a Material Subsidiary pursuant to this paragraph (b) shall remain a Material
Subsidiary only untilthepublication of the next Audited Statements, unless on such publication it
remains a Material Subsidiary pursuant to paragraph (a) above,

provided thata certificate by the Auditors (as defined in the Amendedand Restated Agency Agreement) ofthe
Issuerthat, in their opinion, any Subsidiary ofthe Issuer is or is not or was or was not at any particular time a
Material Subsidiary shall, in the absence of manifest error, be conclusive and binding on all parties;

Person means anyindividual, corporation, partnership, joint venture, association, joint-stock company, limited
liability company, trust, unincorporated organization or government or any agency or political subdivision
thereof;

Principal Property means any generation, transformation, transmission or distribution facility located in the
Czech Republic, whetherat the date of issueofthe Notes owned or thereafter acquired, including any land,
buildings, structures or machinery and other fixtures that constitute any such facility, or portion thereof, other
than any such facility, or portion thereof, determined by theIssuer’s Board of Directors and certified by two
directors ofthe Issuer not to be of material importance tothe total business condu cted by the Issuer and its
Subsidiaries as or whole;

Sale and Lease-Back Transaction means any transactionor series of related transactions pursuant to which
the Issuer orany Material Subsidiary sells or transfers any property to any Personwith the intention of taking
backa lease of such property pursuant to whichthe rental payments are calculated to amortize the purchase
price of such property substantially over the useful life thereof and such property is in fact so leased; and

Subsidiary means any corporation or other business entity of which the Issuer owns or controls (either
directly or through one or more other Subsidiaries) more than 50% of the issued share capital or other
ownership interests, in each case having ordinary voting power to elect or appoint directors, managers or
trustees of such corporation or other business entity (whether or not capital stock or other ownership interests
or any other class or classes shall or might have voting power upon the occurrence of any contingency).

INTEREST

Interest on Fixed Rate Notes

Each Fixed Rate Note bears interest from(and including) the Interest Commencement Date at the rate(s) per
annumequalto the Rate(s) of Interest. Interest will be payable in arrear on the Interest Payment Date(s) in
each year up to (and including) the Maturity Date.

If the Notes are in definitive form, except as provided in the applicable Final Terms, the amount of interest
payable on each InterestPayment Date in respect of the Fixed InterestPeriod ending on (but excluding) such
date will amount to the Fixed Coupon Amount. Payments of intereston any Interest Payment Date will, if so
specified in the applicable Final Terms, amount to the Broken Amount so specified.

As usedin the Conditions, Fixed Interest Period means the period from(and including) an Interest Payment
Date (or the Interest Commencement Date) to (but excluding) the next (or first) Interest Payment Date.

Except in the case of Notes in definitive formwhere an applicable Fixed Coupon Amount or Broken Amount
is specified in the applicable Final Terms, interestshallbe calculated in respectofany periodby applying the
Rate of Interest to:

(A) in the case of Fixed Rate Notes which are represented by a Global Note, the aggregate outstanding
nominalamount of the Fixed Rate Notes represented by such Global Note (or, if they are Partly Paid
Notes, the aggregate amount paid up); or

(B) in the case of Fixed Rate Notes in definitive form, the Calculation Amount;
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4.2

and, in each case, multiplyingsuch sumby the applicable Day Count Fraction, and rounding the resultant
figure to the nearest sub-unit of the relevant Specified Currency, half of any such sub-unit being rounded
upwards or otherwise in accordance with applicable market convention. Where the Specified Denomination of
a Fixed Rate Note in definitive formis a multiple ofthe Calculation Amount, theamount of interest payable in
respect of such Fixed Rate Note shallbe the product of theamount (determined in the manner provided above)
for the Calculation Amount and the amount by which the Calculation Amount is multiplied to reach the
Specified Denomination, without any further rounding.

Day Count Fraction means, in respect of the calculation of an amount of interest in accordance with this
Condition 4.1:

@ if “Actual/Actual ICMA)” is specified in the applicable Final Terms:

0] in the case of Notes wherethe number of days in the relevant period from (and including)
the most recent Interest Payment Date (or, if none, the Interest Commencement Date) to (but
excluding) the relevantpayment date (the Accrual Period) is equal to or shorter than the
Determination Period during which the Accrual Period ends, the number of days in such
Accrual Period divided by the product of (1) the number of days in such Determination Period
and (I1) thenumber of Determination Dates (as specified in the applicable Final Terms) that
would occur in one calendar year; or

(i) in the case of Notes where the Accrual Period is longer than the Determination Period
during which the Accrual Period ends, the sumof:

(A) the numberof days insuch Accrual Period falling in the Determination Period in which
the Accrual Period begins divided by the product of (X) the number of days in such
Determination Period and (y) the number of Determination Dates thatwould occur in
one calendar year; and

(B) the number ofdays in such Accrual Period falling in the next Determination Period
divided by the product of (X) the number of daysin such Determination Period and (y)
the number of Determination Dates that would occur in one calendar year; and

(b) if “30/360” is specified in the applicable Final Terms, the number of days in the period from (and
including) the mostrecent Interest Payment Date (or, if none, the Interest Commencement Date) to
(butexcluding) the relevant payment date (such number of days being calculated on the basis of a
year of 360 days with 12 30-day months) divided by 360.

In the Conditions:

Determination Periodmeans each period from(and including) a Determination Date to (but excluding) the
next Determination Date (including, where either the Interest Commencement Date or the final Interest Payment
Date is not a Determination Date, the period commencing on thefirst Determination Date priorto, andending
on the first Determination Date falling after, such date); and

sub unit means, with respect to any currency other than euro, the lowest amount of such currency that is
available as legal tender in the country of such currency and, with respect to euro, one cent.

Interest on Floating Rate Notes and Index Linked Interest Notes

@) Interest Payment Dates

Each Floating Rate Note and Index Linked Interest Note bears interest from (and including) the
Interest Commencement Date and such interest will be payable in arrear on either:

0) the Specified InterestPaymentDate(s) in each year specified in the applicable Final Terms; or

(i) if no Specified InterestPayment Date(s) is/are specified in the applicable Final Terms, each date
(each suchdate, together with each Specified Interest Payment Date, an Interest Payment Date)
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which falls the number of monthsor other period specified as the Specified Period in theapplicable
Final Terms after the preceding Interest Payment Date or, in the caseofthe first Interest Payment
Date, after the Interest Commencement Date.

Such interestwillbe payable in respect of each Interest Period. In the Conditions, Interest Period
means the period from (and including) an Interest Payment Date (or the Interest Commencement
Date) to (but excluding) the next (or first) Interest Payment Date.

If a Business Day Convention is specified in the applicable Final Terms and (X) if there is no
numerically corresponding day in the calendar monthin which an InterestPaymentDate should occur
or (y) if any Interest Payment Date would otherwisefallon a day which is nota Business Day, then, if
the Business Day Convention specified is:

(A) in any case where Specified Periods are specified in accordance with Condition 4.2(a)(ii)
above, the Floating Rate Convention, such Interest Payment Date (a) in the case of (X) above,
shallbe the lastday that is a Business Day in the relevant month and the provisionsof (i) below
shall apply mutatis mutandis or (b) in the case of (y) above, shall be postponed to the next day
which is a Business Day unless it would thereby fall into the next calendar month, in which
event (i) such Interest Payment Date shall be brought forward to the immediately preceding
Business Day and (ii) each subsequent Interest Payment Date shall be the last Business Day in
the monthwhich falls the Specified Period after the preceding applicable Interest Payment Date
occurred; or

(B) the Following BusinessDay Convention, such Interest Payment Dateshall be postponed to
the next day which is a Business Day; or

© the Modified Following Business Day Convention, such Interest Payment Date shall be
postponed tothe next day whichis a Business Day unless it would thereby fall into the next
calendar month, in which eventsuch Interest Payment Date shall be brought forward to the
immediately preceding Business Day; or

(D) the Preceding Business Day Convention, such Interest Payment Date shall be brought
forward to the immediately preceding Business Day.

In the Conditions, Business Day means a day which is:

@ a day on which commercial banks and foreign exchange markets settle payments and are
open for general business (including dealing in foreign exchange and foreign currency
deposits) in Londonandeach Additional Business Centre (other than TARGET2 System)
specified in the applicable Final Terms;

(b) if TARGET2 Systemis specified as an Additional Business Centre in the applicable Final
Terms, a day on which the Trans-European Automated Real-Time Gross Settlement Express
Transfer (TARGET?2) System (the TARGET2 System) is open; and

) either (i) in relation to any sumpayable in a Specified Currency other than euro, a day on
which commercial banks and foreign exchange markets settle payments and are open for
generalbusiness (including dealing in foreign exchange and foreign currency deposits) in
the principal financial centre of the country of the relevant Specified Currency (which if the
Specified Currency is Australian dollars or New Zealand dollars shall be Sydney and
Auckland, respectively) or (ii) in relation to any sum payable in euro, a day on which the
TARGET2 System s open.

(b) Rate of Interest

The Rate of Interest payable fromtime to time in respect of Floating Rate Notes will be determined in
the manner specified in the applicable Final Terms.

(i) ISDA Determination for Floating Rate Notes
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Where ISDA Determination is specified in theapplicable Final Terms as the manner in which the
Rate of Interestis tobedetermined, the Rate of Interest for each Interest Period will be the
relevant ISDA Rate plus orminus (as indicated in the applicable Final Terms) the Margin (if
any). For the purposes of this subparagraph (i), ISDA Rate foran Interest Period means a rate
equaltothe Floating Rate thatwould be determined by the Agent under an interest rate swap
transaction if the Agent wereacting as Calculation Agent for that swap transaction under the
terms of an agreement incorporating the 2006 ISDA Definitions, as published by the
International Swaps and Derivatives Association, Inc. and as amended and updated as at the Issue
Date of the first Tranche of the Notes (the ISDA Definitions) and under which:

(A) the Floating Rate Option is as specified in the applicable Final Terms;
(B) the Designated Maturity is a period specified in the applicable Final Terms; and

© the relevant Reset Date is the day specified in the applicable Final Terms.

Forthe purposes of this subparagraph (i), Floating Rate, Calculation Agent, Floating Rate Option,
Designated Maturity and Reset Date have the meanings given to those terms in the ISDA
Definitions.

Unless otherwise stated in the applicable Final Terms the MinimumRate of Interest shall be deemed
to be zero.

(ii) Screen Rate Determination for Floating Rate Notes

Where Screen Rate Determination is specified in the applicable Final Terms as the manner
in which the Rate of Interestis to be determined, the Rate of Interest for each Interest Period
will, subject as provided below, be either:

(A) the offered quotation; or

(B) the arithmetic mean (rounded if necessaryto the fifth decimal place, with 0.000005
being rounded upwards) of the offered quotations,

(expressed as a percentage rate per annum) for the Reference Rate (being either LIBOR,
EURIBOR or PRIBOR, as specified in the applicable Final Terms) which appears or appear, as
the case may be, onthe Relevant Screen Page (orsuch replacement pageon that service which
displays the information)as at 11.00a.m. (Londontime, in the case of LIBOR, Brussels time, in
the case of EURIBOR, or Praguetime, in the case of PRIBOR) on the Interest Determination
Date in question plus orminus (as indicated in theapplicable Final Terms) the Margin (if any),
all as determined by the Agent. If five or more of such offered quotations are available on the
Relevant Screen Page, the highest (or, if there is more than one such highest quotation, one only
ofsuch quotations) andthe lowest (or, if there is more than one such lowest quotation, oneonly
ofsuchquotations) shall be disregarded by the Agent for the purpose of determining the
arithmetic mean (rounded as provided above) of such offered quotations.

If the Agent cannot determine the Reference Rate as aforementioned, because the Relevant
Screen Page is not available orif, in the case of (A) above, no offered quotation appears or,
in the case of (B) above, fewer than three offered quotations appear, in each case as at the
Specified Time, the Agent shall request each of the Reference Banks (as defined in the
Amended and Restated Agency Agreement) to provide the Agentwith its offered quotation
(expressed as a percentage rate per annum) for the Reference Rate at approximately the
Specified Time on the Interest Determination Date in question. If two or more of the
Reference Banks provide the Agent with offered quotations, the Rate of Interest for the
Interest Period shall be the arithmetic mean (rounded if necessary to the fifth decimal place
with 0.000005 being rounded upwards) of the offered quotations plus or minus (as
appropriate) the Margin (if any), all as determined by the Agent.
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If on any Interest Determination Date one only or none of the Reference Banks provides the
Agentwith an offered quotationas provided in the preceding paragraph, the Rate of Interest
for the relevant Interest Period shall be the rate per annumwhich the Agent determines as
being the arithmetic mean (rounded if necessary to the fifth decimal place, with 0.000005
being rounded upwards) of the rates, as communicated to (and at the request of) the Agent
by the Reference Banksorany two or more of them, at which such banks were offered, at
approximately the Specified Time on the relevant Interest Determination Date, deposits in
the Specified Currency for a period equal to that which would have been used for the
Reference Rate by leadingbanks in the London inter-bank market (if the Reference Rate is
LIBOR), the Euro-zone inter-bank market (if the Reference Rate is EURIBOR) or the
Prague inter-bank market (if the Reference Rate is PRIBOR) plus or minus (as appropriate)
the Margin (if any) or, if fewer than two of the Reference Banks provide the Agent with
offered rates, the offered rate for deposits in the Specified Currency fora period equal to that
which would have been used for the Reference Rate, or the arithmetic mean (rounded as
provided above) ofthe offered rates for deposits in the Specified Currency fora period equal
to that which would havebeenused forthe Reference Rate, at which, at approximately the
Specified Time on the relevant Interest Determination Date, any one or more banks (which
bank or banks is or are in the opinion of the Issuer suitable for the purpose) informs the
Agentitis quoting toleadingbanks in the London inter-bank market (if the Reference Rate
is LIBOR), the Euro-zone inter-bank market (if the Reference Rate is EURIBOR) or the
Prague inter-bank market (if the Reference Rate is PRIBOR) plus or minus (as appropriate)
the Margin (ifany), providedthat, if the Rate of Interest cannot be determined in accordance
with the foregoing provisions of this paragraph, the Rate of Interestshall be determined as at
the last preceding Interest Determination Date (though substituting, where a different
Margin is to be applied to the relevant Interest Period fromthat which applied to the last
preceding Interest Period, the Margin relating tothe relevant Interest Period in place of the
Margin relating to that last preceding Interest Period).

Unless otherwise stated in the applicable Final Terms, the MinimumRate of Interest shall be
deemed to be zero.

(c) Minimum Rate of Interest and/or Maximum Rate of Interest

If the applicable Final Terms specifies a Minimum Rate of Interest for any Interest Period, then, in
the event thatthe Rate of Interest in respectof such Interest Period determined in accordance with the
provisions of paragraph (b) above is less thansuch MinimumRate of Interest, the Rate of Interest for
such Interest Period shall be such Minimum Rate of Interest.

If the applicable Final Terms specifies a Maximum Rate of Interest for any Interest Period, then, in
the event thatthe Rate of Interest in respectofsuch Interest Period determined in accordance with the
provisions of paragraph (b) aboveis greater than such MaximumRate of Interest, the Rate of Interest
for such Interest Period shall be such Maximum Rate of Interest.

@ Determination of Rate of Interest and calculation of Interest Amounts

The Agent will at or as soon as practicable after each time at which the Rate of Interest is to be
determined, determine the Rate of Interest for the relevant Interest Period.

The Agentwill calculate the amount of interest (the Interest Amount) payable on the Floating Rate
Notes for the relevant Interest Period by applying the Rate of Interest to:

(A) in the case of Floating Rate Notes which are represented by a Global Note, the aggregate
outstandingnominalamountofthe Notes represented by such Global Note (or, if they are
Partly Paid Notes, the aggregate amount paid up); or

(B) in the case of Floating Rate Notes in definitive form, the Calculation Amount;
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and, in each case, multiplying such sumby the applicable Day Count Fraction, and rounding the
resultantfigure to the nearest sub-unit of the relevant Specified Currency, half of any such sub-unit
being rounded upwards or otherwise in accordance with applicable market convention. Where the
Specified Denomination of a Floating Rate Note in definitive formis a multiple of the Calculation
Amount, the Interest Amount payable in respect of such Note shall be the product of the amount
(determined in the manner provided above) for the Calculation Amount and the amountby which the
Calculation Amount is multiplied to reach the Specified Denomination, without any further rounding.

Day Count Fraction means, in respect of the calculation of an amount of interest in accordance with
this Condition 4.2

(i

(ii)

(iii)

(iv)

v)

(vi)

if “Actual/Actual (ISDA)” or “Actual/Actual” is specified in the applicable Final Terms, the
actualnumberof days in the Interest Period divided by 365 (or, if any portion of that Interest
Period falls in a leap year, the sum of (1) the actual number of days in that portion of the
InterestPeriod falling in a leap year divided by 366 and (1) the actual number of days in that
portion of the Interest Period falling in a non-leap year divided by 365);

if “Actual/365 (Fixed)” is specified in the applicable Final Terms, the actual number of days in
the Interest Period divided by 365;

if “Actual/365 (Sterling)” is s pecified in the applicable Final Terms, theactual number of days
in the Interest Period divided by 365 or, in the case of an Interest Payment Date falling in a leap
year, 366;

if “Actual/360” is specified in the applicable Final Terms, the actual number of days in the
Interest Period divided by 360;

if “30/360”,360/360” or “Bond Basis”is specified in the applicable Final Terms, the number
of days in the Interest Period divided by 360, calculated on a formula basis as follows:
[360 x (Y, ~Y, )]+ [30x(M, ~M, )|+ (D, -D,)

360

DayCountFraction=

where:
“Y;” is the year, expressed as a number, in which the first day of the Interest Period falls:

“Y,” is the year, expressed as a number, in which the day immediately following the lastday
of the Interest Period falls;

“M;” is the calendar month, expressed as a number, in which the first day of the Interest
Period falls;

“M,” is the calendar month, expressed as a number, in which the day immediately following
the last day of the Interest Period falls;

“D1”is thefirstcalendarday,expressed as a number, of the Interest Period, unless such number
is 31, in which case D; will be 30; and

“D,” is the calendar day, expressed as a number, immediately following the last day
included in the Interest Period, unless suchnumber would be 31and D, is greaterthan 29, in
which case D, will be 30;

“30E/360” or “Eurobond Basis” is specified in the applicable Final Terms, the number of
days in the Interest Period divided by 360, calculated on a formula basis as follows:
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[360% (Y2 — Y1 )]+ [30% (M2 =M )]+(D2 — D1 )
360

DayCountFraction=

where:
“Y,” is the year, expressed as a number, in which the first day of the Interest Period falls:

“Y,” is the year, expressed as a number, in which the day immediately following the lastday
of the Interest Period falls;

“M;” is the calendar month, expressed as a number, in which the first day of the Interest
Period falls;

“M,” is the calendar month, expressed as a number, in which the day immediately following
the last day of the Interest Period falls;

“D,” is thefirst calendar day, expressed as a number, of the Interest Period, unless such number
would be 31, in which case D, will be 30; and

“D,” is the calendarday, expressed as a number, immediately following the lastday included
in the Interest Period, unless such number would be 31, in which case D, will be 30;

(vii) if “30E/360 (ISDA)” is specified in the applicable Final Terms, the number of days in the
Interest Period divided by 360, calculated on a formula basis as follows:
[360x (Y2 —Y1)]+[30x (M2 — M, )]+(D2 - Dx)
360

DayCountFraction=
where:
“Y,” is the year, expressed as a number, in which the first day of the Interest Period falls:

“Y,” is the year, expressed as a number, in which the day immediately following the lastday
of the Interest Period falls;

“M;”is the calendar month, expressed as a number, in which the first day of the Interest
Period falls;

“M;” is the calendar month, expressed as a number, in which the day immediately following
the last day of the Interest Period falls;

“D,” is the first calendar day, expressed as a number, of the Interest Period, unless (i) that day
is the last day of February or (ii) such numberwould be 31, in which case D, will be 30; and

“D,” is the calendar day, expressed as a number, immediately following the lastday included
in the Interest Period, unless (i) thatday is the last day of February but not the Maturity Date or
(i) such number would be 31, in which case D, will be 30.

(e) Linear Interpolation

Where Linear Interpolation is specified as applicable in respect ofan Interest Period in the applicable
Final Terms, the Rate of Interest for such Interest Period shall be calculated by the Agent by straight
line linearinterpolation by reference to two rates based onthe relevant Reference Rate (where Screen
Rate Determination is specified as applicable in the applicable Final Terms) or the relevant Floating
Rate Option (where ISDA Determination is specified as applicable in the applicable Final Terms),
one of which shall be determined as if the Designated Maturity were the period of time for which
rates are available next shorterthanthe length of the relevant Interest Period and the other of which
shall be determined as if the Designated Maturity were the period of time for which rates are
available next longerthan the length ofthe relevant Interest Period provided however that if there is
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4.3

4.4

no rate available fora period oftime next shorter or, as the case may be, next longer, then the Agent
shall determine such rate at suchtime and by reference to such sources as it determines appropriate.

Designated Maturity means, in relation to Screen Rate Determination, the period of time designated
in the Reference Rate.

()] Notification of Rate of Interest and Interest Amounts

The Agentwill cause the Rate of Interestand each Interest Amount for each Interest Period and the
relevant Interest Payment Date to be notified to the Issuer and any stock exchange on which the
relevant Floating Rate Notes are for the time being listed (by no later thanthe firstday of each Interest
Period) and noticethereofto be published in accordance with Condition 13 as soon as possible after
their determination but in no event later than the fourth London Business Day thereafter. Each
Interest Amount and Interest Payment Date so notified may subsequently be amended (orappropriate
alternative arrangements made by way of adjustment) without prior notice in the event of an extension
or shorteningofthe Interest Period. Any such amendment will promptly be notified to each stock
exchange on which the relevant Floating Rate Notes are for the time being listed and to the
Noteholders in accordance with Condition 13. For the purposes of this paragraph, the expression
London Business Day means a day (otherthana Saturday ora Sunday) on which banks and foreign
exchange markets are open for general business in London.

@ Certificates to be final

All certificates, communications, opinions, determinations, calculations, quotations and decisions
given, expressed, made or obtained for the purposes of the provisions of this Condition 4.2 by the
Agent shall (in the absence of wilful default, bad faith, manifesterror or proven error) be binding on
the Issuer, the Agent, the other Paying Agents and all Noteholders, Receiptholders and Couponholders
and (in the absence of wilful default or bad faith) no liability to the Issuer, the Noteholders, the
Receiptholders orthe Couponholders shall attachto the Agentin connection with the exercise or non-
exercise by it of its powers, duties and discretions pursuant to such provisions.

Interest on Exempt Notes

The rate or amount of interest payable in respect of Exempt Notes which are not also Fixed Rate Notes or
Floating Rate Notes shall be determined in the manner specified in the applicable Pricing Supplement,
provided thatwhere such Notes are IndexLinked Interest Notes the provisions of Condition 4.2 shall, save to
the extent amended in the applicable Pricing Supplement, apply as if the references therein to Floating Rate
Notes and to the Agent were references to Index Linked Interest Notes and the Calculation Agent,
respectively, and provided further thatthe Calculation Agentwill notify the Agent of the Rate of Interest for
the relevant Interest Period as soon as practicable after calculating the same.

In the case of Partly Paid Notes (other than Partly Paid Notes which are Zero Coupon Notes), interest will
accrue as aforesaid on the paid-up nominalamountofsuch Notes and otherwise as specified in the applicable
Pricing Supplement.

Accrual of interest

Each Note (orin the case of the redemption of part only ofa Note, that part only of such Note) will cease to
bearinterest (ifany) fromthe date for its redemption unless payment of principal is improperly withheld or
refused. In such event, interest will continue to accrue until whichever is the earlier of:

(@) the date on which all amounts due in respect of such Note have been paid; and

(b) five days afterthe date on whichthe fullamount of the moneys payable in respect of such Note
has been received by the Agent and noticeto that effect has been given to the Noteholders in
accordance with Condition 13.

PAYMENTS
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5.1

5.2

Method of payment

Subject as provided below:

@) payments in a Specified Currency other than euro will be made by credit or transfer to an
account in the relevant Specified Currency maintained by the payee with, or, at the option of the
payee, byacheque in such Specified Currency drawnon, a bankin the principal financial centre
of the country of such Specified Currency (which, if the Specified Currency is Australian dollars
or New Zealand dollars, shall be Sydney and Auckland, respectively); and

(b) payments in euro will be made by credit ortransfer to a euro account (or any other account to
which euro may be credited or transferred) specified by the payeeor, at the option of the payee,
by a euro cheque.

Payments will be subject in all cases to (i) any fiscal or other laws and regulations applicable thereto in the
place of payment, butwithout prejudiceto the provisions of Condition 7 and (ii) any withholding or deduction
required pursuant to an agreement described in Section 1471(b) of the U.S. Internal Revenue Code of 1986
(the Code) or otherwise imposed pursuant to Sections 1471 through 1474 of the Code, any regulations or
agreements thereunder, any official interpretations thereof, or (without prejudice to the provisions of
Condition 7) any law implementing an intergovernmental approach thereto.

Presentation of definitive Notes, Receipts and Coupons

Payments of principal in respectof definitive Notes will (subject as provided below) be made in the manner
provided in Condition 5.1aboveonly againstpresentation and surrender (or, in the case of part payment of
any sumdue, endorsement) of definitive Notes, and payments of interest in respect of definitive Notes will
(subject as provided below) be made as aforesaid only against presentation and surrender (or, in the case of
part payment ofany sumdue, endorsement) of Coupons, in each case at the specified office of any Paying
Agent outside the United States (which expression, as used herein, means the United States of America
(including the States and the District of Columbia and its possessions)).

Fixed Rate Notes in definitive form(otherthan Long Maturity Notes (as defined below)) and saveas provided
in Condition 5.5should be presented for payment together with allunmatured Coupons appertaining thereto
(which expressionshall for this purpose include Coupons falling to be issued on exchange of matured Talons),
failing which the amountofany missingunmatured Coupon (or, in the case of payment not being made in full,
the same proportion ofthe amount of such missingunmatured Coupon as the sumso paid bears to the sum
due)will be deducted fromthe sumdue for payment. Each amount of principal so deducted will be paid in the
manner mentioned aboveagainst surrender of the relative missing Coupon at any time before the expiry of 10
years afterthe Relevant Date (as defined in Condition 7) in respect of such principal (whether or not such
Coupon would otherwise have become void under Condition 8) or, if later, five years fromthe date on which
such Coupon would otherwise have become due, but in no event thereafter.

Upon any Fixed Rate Note in definitive form becoming due and repayable prior to its Maturity Date, all
unmatured Talons (ifany) appertaining thereto will become void and no further Coupons will be issued in
respect thereof.

Upon the date on which any Floating Rate Note or Long Maturity Note in definitive form becomes due and
repayable, unmatured Coupons and Talons (if any) relating thereto (whether or notattached) shall become void
and no paymentor, as the case may be, exchange for further Coupons shall be made in respect thereof. A Long
Maturity Note is a Fixed Rate Note (other than a Fixed Rate Note which on issue had a Talon attached)
whose nominalamount onissue is less than the aggregate interest payable thereon provided that such Note
shall cease to be a Long Maturity Note on the Interest Payment Date on which the aggregate amount of
interest remaining to be paid after that date is less than the nominal amount of such Note.

If the due date for redemption of any definitive Note is notan Interest Payment Date, interest (if any) accrued

in respectofsuch Note from(and including) the preceding Interest Payment Date or, as the case may be, the
Interest Commencement Date shall be payable only against surrender of the relevant definitive Note.
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5.4

5.5

5.6

Payments in respect of Global Notes

Payments of principaland interest (ifany) in respect of Notes represented by any Global Note will (subject as
provided below) be made in the manner specified above in relation to definitive Notes or otherwise in the
manner specified in the relevant Global Note, where applicable against presentation or surrender, as the case
may be, of such Global Note at the specified office ofany Paying Agentoutside the United States. A record of
each payment, distinguishing between any payment of principal and any payment of interest, will be made
eitheron such Global Note by the Paying Agentto which it was presented or in the records of Euroclear and
Clearstream, Luxembourg, as applicable.

Specific provisions in relation to payments in respect of certain types of Exempt Notes

Payments of instalments of principal (ifany) in respect of definitive Notes, other thanthe final instalment, will
(subject as provided below) be made in the manner provided in Condition 5.1above only against presentation
and surrender (or, in the case of part payment of any sum due, endorsement) of the relevant Receipt in
accordance with the preceding paragraph. Payment of the final instalment will be made in the manner
provided in Condition 5.1aboveonly againstpresentation and surrender (or, in the case of part payment of
any sumdue, endorsement) of the relevant Note in accordance with the preceding paragraph. Each Receipt
must be presented for payment of the relevant instalment together with the definitive Note to which it
appertains. Receipts presented without the definitive Note to which they appertain do not constitute valid
obligations ofthe Issuer. Upon the date on whichany definitive Note becomes due and repayable, unmatured
Receipts (ifany) relating thereto (whether or not attached) shallbecome void and no payment shall be made in
respect thereof.

Upon the dateon which any Dual Currency Note or Index Linked Note in definitive form becomes due and
repayable, unmatured Coupons and Talons (if any) relating thereto (whether or not attached) shall become
void and no paymentor, as the case may be, exchange for further Coupons shall be made in respect thereof.

General provisions applicable to payments

The holder of a Global Note shall be the only person entitled to receive payments in respect of Notes
represented by such Global Note and the Issuer will be discharged by payment to, orto the order of, the holder
of such Global Note in respect of eachamount so paid. Each ofthe persons shown in the records of Euroclear
or Clearstream, Luxembourg as the beneficial holder of a particular nominalamountof Notes represented by
such Global Note must look solely to Euroclear or Clearstream, Luxembourg, as the case may be, for his share
of each payment so made by the Issuer to, or to the order of, the holder of such Global Note.

Notwithstanding the foregoing provisions of this Condition, if any amount of principal and/or interest in
respect of Notes is payable in U.S. dollars, such U.S. dollar payments of principal and/or interest in respect of
such Notes will be made at the specified office of a Paying Agent in the United States if:

@) the Issuer has appointed Paying Agents with specified offices outside the United States with the
reasonable expectationthatsuch Paying Agents would be able to make payment in U.S. dollars
at such specified offices outside the United States of the fullamount of principal and interest on
the Notes in the manner provided above when due;

(b) payment ofthe fullamount of such principaland interestat all such specified offices outside the
United States s illegal or effectively precluded by exchange controls or other similar restrictions
on the full payment or receipt of principal and interest in U.S. dollars; and

(c) such paymentis then permitted under United States law without involving, in the opinion of the
Issuer, adverse taxconsequences to the Issuer.

Payment Day

If the date for payment of anyamount in respect of any Note, Receipt or Coupon is not a Payment Day, the
holderthereof shall not be entitled to payment until the next following Payment Day in the relevant place and
shallnot be entitledto further interestor other payment in respectofsuch delay. Forthese purposes, Payment
Day means any day which (subject to Condition 8) is:
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5.7

6.1

6.2

@)

(i
(ii)

(iii)

(b)

a day on which commercial banks and foreignexchange markets settle payments and are open
for generalbusiness (including dealing in foreign exchange and foreign currency deposits) in:

in the case of Notes in definitive form only, the relevant place of presentation;

each Additional Financial Centre (other than TARGET2 System) specified in the applicable
Final Terms;

if TARGET2 System is specified as an Additional Financial Centre in the applicable Final
Terms, a day on which the TARGET2 System s open; and

either (A) in relation to any sum payable in a Specified Currency other than euro, a day on
which commercial banks and foreignexchange markets settle payments and are openfor general
business (including dealing in foreign exchange and foreign currency deposits) in the principal
financial centre of the country of the relevant Specified Currency (which if the Specified
Currency is Australian dollars or New Zealand dollars shall be Sydney and Auckland,
respectively) or (B) in relation to any sum payable in euro, a day on which the TARGET2
Systemis open.

Interpretation of principal and interest

Any referencein the Conditions to principal in respectofthe Notes shall be deemed to include, as applicable:

@)
(b)
©
(d)
©)
®
@)

any additional amounts which may be payable with respect to principal under Condition 7;
the Final Redemption Amount of the Notes;

the Early Redemption Amount of the Notes;

the Optional Redemption Amount(s) (if any) of the Notes;

in relation to Exempt Notes redeemable in instalments, the Instalment Amounts;

in relation to Zero Coupon Notes, the Amortized Face Amount (as defined in Condition 6.5); and

any premiumand any otheramounts (other than interest) which may be payable by the Issuer
under or in respect of the Notes.

Any referencein the Conditionsto interestin respect of the Notes shall be deemed to include, as applicable,
any additional amounts which may be payable with respect to interest under Condition 7.

REDEMPTION AND PURCHASE

Redemption at maturity

Unless previously redeemed or purchasedand cancelled as specified below, each Note will be redeemed by
the Issuerat its Final Redemption Amount specified in the applicable Final Terms in the relevant Specified
Currency on the Maturity Date specified in the applicable Final Terms.

Redemption for tax reasons

Subject to Condition 6.5the Notes may be redeemedat the option of the Issuer in whole, but not in part, at any
time (if this Note is not a Floating Rate Note) or on any InterestPayment Date (if this Note is a Floating Rate
Note), on giving not less thanthe minimum period and notmore than the maximum period of notice specified
in the applicable Final Terms to the Agent and, in accordance with Condition 13, the Noteholders (which
notice shall be irrevocable), if:

@)

on the occasion ofthe next payment due under the Notes, the Issuer has or will become obliged
to pay additionalamounts as provided or referred to in Condition 7 as aresult ofany change in,
or amendment to, the laws or regulations ofa TaxJurisdiction (as definedin Condition 7) orany
change in the application or official interpretation of such laws or regulations, which change or
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6.3

6.4

amendment becomes effective on orafterthe date on which agreement is reached to issue the
first Tranche of the Notes; and

(b) such obligation cannot be avoided by the Issuer taking reasonable measures available to it,

provided thatno such notice of redemption shall be given earlier than 90 days prior to the earliest date on
which the Issuerwould be obligedto pay suchadditionalamounts were a payment in respectofthe Notes then
due.

Prior to the publication of any notice of redemption pursuant to this Condition, the Issuer shall deliver to the
Agent to make available at its specified office to the Noteholders (i) a certificate signed by two Directors of
the Issuerstating that the Issuer is entitled to effect such redemption and setting forth a statement of facts
showingthatthe conditions precedent to the right of the Issuer so to redeemhaveoccurredand (ii) an opinion
of independent legal advisers of recognized standing to theeffect that the Issuer has or will become obliged to
pay such additional amounts as a result of such change or amendment.

Notes redeemed pursuantto this Condition 6.2 will be redeemed at their Early Redemption Amount referred to
in Condition 6.5 below together (if appropriate) with interest accrued to (but excluding) the date of
redemption.

Redemption at the option of the Issuer (Issuer Call)

If Issuer Callis specified as being applicable in the applicable Final Terms, the Issuer may, having given not
less than the minimum period nor more than the maximum period of notice specified in the applicable Final
Terms to the Noteholders in accordance with Condition 13 (which notices shall be irrevocable and shall
specify the date fixed for redemption), redeemall or some only ofthe Notes then outstanding onany Optional
Redemption Date and at the Optional Redemption Amount(s) specified in, or determined in the manner
specified in, the applicable Final Terms together, if appropriate, with interest accrued to (but excluding) the
relevant Optional Redemption Date. Any such redemption must be of a nominal amount not less than the
Minimum Redemption Amountand not more thanthe Maximum Redemption Amount, in each case as may be
specified in the applicable Final Terms. In the case of a partial redemption of Notes, the Notes to be redeemed
(Redeemed Notes) will be selected individually by lot, in the case of Redeemed Notes represented by
definitive Notes, and in accordance with the rules of Euroclear and/or Clearstream, Luxembourg, (to be
reflected in the records of Euroclear and Clearstream, Luxembourg as either a pool factor or a reduction in
nominalamount, at their discretion) in the caseof Redeemed Notes represented by a Global Note, not more
than 30 days prior to the date fixed for redemption (such date of selection being hereinafter called the
Selection Date). In the case of Redeemed Notes represented by definitive Notes, a list of the serial numbers of
such Redeemed Notes will be published in accordance with Condition 13 not less than 15 days prior to the
date fixed forredemption. No exchangeofthe relevant Global Note will be permitted during the period from
(and including) the Selection Date to (and including) the date fixed for redemption pursuant to this Condition
6.3 and notice tothateffect shall be given by the Issuer to the Noteholders in accordance with Condition 13 at
least five days prior to the Selection Date.

Redemption at the option of the Noteholders

(@) Redemption at the option of the Noteholders (other than a Change of Control Put)

If Investor Put is specified as beingapplicable in the applicable Final Terms, upon the holder of any
Note giving to the Issuer in accordance with Condition 13 not less than the minimum period nor more
than the maximum period of notice specified in the applicable Final Terms the Issuer will, upon the
expiry of such notice, redeem such Note on the Optional Redemption Date and at the Optional
Redemption Amounttogether, if appropriate, with interest accrued to (but excluding) the Optional
Redemption Date.

To exercise the right to require redemption of this Note the holder of this Note must, if this Note is in
definitive formand held outside Euroclear and Clearstream, Luxembourg, deliver, at the specified
office of any Paying Agent at any time during normalbusiness hours of such Paying Agent falling
within the notice period, a duly completed and signed notice of exercise in the form (for the time
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(b)

(ii)

being current) obtainable fromany specified office ofany Paying Agent(a Put Notice) and in which
the holder must specify a bankaccount (or, if payment is required to be made by cheque, an address)
to which payment is to be made under this Condition 6.4(a) accompanied by this Note or evidence
satisfactory to the Paying Agent concernedthat this Note will, following delivery of the Put Notice,
be held to its order or under its control. If this Note is represented by a Global Note or is in definitive
form and held through Euroclear or Clearstream, Luxembourg, to exercise the right to require
redemption of this Noteunder this Condition 6.4(a) the holder of this Note must, within the notice
period, give notice to the Agent of such exercise in accordance with the standard procedures of
Euroclearand Clearstream, Luxembourg (which may include noticebeinggivenon his instruction by
Euroclear or Clearstream, Luxembourg orany common depositary or common safekeeper, as the case
may be, for them to the Agent by electronic means) in a form acceptable to Euroclear and
Clearstream, Luxembourg from time to time.

Any Put Notice or other notice given in accordance with the standard procedures of Euroclear and
Clearstream, Luxembourg given by a holder of any Note pursuant to this Condition 6.4(a) shall be
irrevocable except where, priorto the due date of redemption, an Event of Default has occurred and
in which event such holder, at its option, may elect by notice to the Issuer to withdraw the notice
given pursuant to this Condition 6.4(a) and instead todeclare such Note forthwith due and payable
pursuant to Condition 9.

Change of Control Put

If Change of Control Put is specified as being applicable in the applicable Final Terms, upon the
occurrence ofa Put Event while this Note remains outstanding, the holder of this Note will have the
option (the Put Option) (unless, priorto the giving of the Put Event Notice (as defined below), the
Issuergives notice of its intention to redeemthe Notes under Condition 6.2) to require the Issuer to
redeemor, at the Issuer’s option, to procurethe purchase of this Note on the Optional Redemption
Date (as defined below) at its principal amounttogether with (or, where purchased, together with an
amount equal to) accrued interest (if applicable) to but excluding the Optional Redemption Date.

A Put Bent shall be deemed to occur if:

any Personor Personsacting in concertcome(s) to own or acquire(s) more than 50 per cent. of
the issued share capital of the Issuer, or more than 50 per cent. of the voting rights normally
exercisable at a general meeting of the Issuer (each a Change of Control); and

during the Changeof Control Period (as defined below), this Note carries from any of Standard
& Poor’s Credit Market Services Europe Limited, orMoody’s Investors Service Ltd., or any of
their respective successors (each a Rating Agency) either:

(A) an investment grade credit rating (BBB-/Baa3, or equivalent, or better), and such
rating from any Rating Agency is within the Change of Control Period either
downgradedto anon-investmentgrade credit rating (BB+/Bal, or equivalent, or
worse) or withdrawn and is not within the Change of Control Period subsequently
(in the case of adowngrade) upgraded to aninvestmentgradecredit rating by such
Rating Agency or (in the case of a withdrawal) replaced by, or reinstated to, an
investment grade credit rating from any other Rating Agency, or such Rating
Agency, as the case may be; or

(B) a non-investment grade credit rating (BB+/Bal, or equivalent, or worse),and such
rating from any Rating Agency is within the Change of Control Period downgraded
by one ormore notches (for illustration, Balto Ba2 being one notch) or withdrawn
and is not within the Change of Control Period subsequently (in the case of a
downgrade) upgradedto its earlier credit rating or better by such Rating Agency, or
(in the case of a withdrawal) replaced by, or reinstated to, a credit rating equal to or
betterthansuchearlier credit rating fromany other Rating Agency, or such Rating
Agency, as the case may be; or
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(iii)

© no credit rating, and no Rating Agency assigns within the Change of Control Period
an investment grade credit rating to the Notes; and

in making the relevant decision(s) referred to above, the relevant Rating Agency announces
publicly or confirms in writing to the Issuer thatsuch decisions(s) resulted, in whole or in part,
fromthe occurrence ofthe Change of Control or the public notice of an arrangement that could
result in a Change of Control.

Change of Control Period means the period fromthe date of the public notice of an arrangement
that could result in a Change of Controluntilthe end of a 180-day period following public notice of
the occurrence of a Change of Control (or such longer period as the rating of the Note is under
publicly announced consideration for rating review).

Promptly upon the Issuer becoming aware thata Put Event hasoccurred, the Issuer shall give notice
(a Put BEvent Notice)to the Noteholders in accordance with Condition 13 specifyingthe nature ofthe
Put Event and the circumstances giving rise to it and the procedure for exercising the option
contained in this Condition 6.4(b).

To exercise the option torequire redemption or, as the case may be, purchaseofthis Note under this
Condition 6.4(b) the holder of this Note must, if this Note is in definitive formand held outside
Euroclearand Clearstream, Luxembourg, deliver, at the specified office of any Paying Agent at any
time during normal business hours of such Paying Agentfalling within the period (the Put Period) of
45 days aftera Put Event Notice is given,a duly completed and signed notice of exercise in the form
(for the time being current) obtainable fromany specified office ofany Paying Agent (a Put Option
Notice) and in which the holder must specify abankaccount (or, if payment is required to be made
by cheque, an address) to which payment is to be made under this Condition 6.4(b), accompanied by
this Note or evidence satisfactory to the Paying Agent concerned that this Note will, following
delivery of the Put Option Notice, be held to its order or under its control.

If this Note is represented by a Global Note or is in definitive formand held through Euroclear or
Clearstream, Luxembourg, to exercise the right to require redemption or, as the case may be,
purchase ofthis Note under this Condition 6.4(b) the holder of this Note must, within the Put Period,
give notice to the Agentofsuch exercise in accordance with the standard procedures of Euroclear and
Clearstream, Luxembourg (which may include noticebeinggivenon his instruction by Euroclear or
Clearstream, Luxembourg orany common depositary or common safekeeper, as the case may be, for
them to the Agent by electronic means) in a form acceptable to Euroclear and Clearstream,
Luxembourg fromtime to time.

Any Put Option Notice or other notice given in accordance with the standard procedures of Euroclear
and Clearstream, Luxembourg givenby a holder ofany Note pursuant to this Condition 6.4(b) shall
beirrevocable except where, priorto thedue date of redemption, an Event of Default has occurred
and inwhich event suchholder, at its option, may elect by notice to the Issuer to withdraw the notice
given pursuant to this Condition 6.4(b) and instead to declare such Note forthwith due and payable
pursuant to Condition 9.

The Paying Agent to which this Note and Put Option Notice are delivered will issue to the holder
concerneda non-transferable receipt (a Put Option Receipt) in respect of this Note so delivered or,
in the case of a Global Note or Note in definitive form held through Euroclear or Clearstream,
Luxembourg, notice so received. The Issuer shallredeemorat the option of the Issuer purchase (or
procure the purchase of) this Note in respect of which Put Option Receipts have been issued on the
date (the Optional Redemption Date) which is the seventhday after the last day of the Put Period,
unless previously redeemed or purchased. Paymentin respect ofany Note so delivered will be made,
if the holder duly specified a bank account to which payment is to be made in the Put Option Notice,
on the Optional Redemption Date by transfer to thatbank account and in every other case on or after
the Optional Redemption Date, in each case againstpresentation and surrender or (as the case may
be) endorsement of such Put Option Receipt at the specified office of any Paying Agent in
accordance with the provisions of this Condition 6.4(b).
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6.6

6.7

Early Redemption Amounts

Forthe purpose of Condition 6.2above and Condition 9, each Note will be redeemed at its Early Redemption
Amount calculated as follows:

@) in the case of a Note with a Final Redemption Amount equal to the Issue Price, at the Final
Redemption Amount thereof;

(b) in the case ofa Note (otherthana Zero Coupon Note) with a Final Redemption Amount which
is or may be less or greater than the Issue Price or which is payable in a Specified Currency
otherthanthatin which the Note is denominated, at theamountspecified in the applicable Final
Terms or, if no such amount or manner is so specified in the applicable Final Terms, at its
nominal amount; or

(©) in the case ofa Zero Coupon Note, at an amount (the Amortized Face Amount) calculated in
accordance with the following formula:

EarlyRedemptionAmount=RP x (1+ AY)y

where:
RP means the Reference Price;
AY means the Accrual Yield expressed as a decimal; and

y is the Day Count Fraction, specified in the applicable Final Terms which will be either (i)
30/360 (in which case the numerator will be equalto the number of days (calculated on the
basis ofa 360-day year consistingof 12 months of 30 days each) from (and including) the
Issue Date ofthefirst Tranche ofthe Notes to (butexcluding) the date fixed for redemption
or (as the casemay be) the dateuponwhich such Note becomes due and repayable and the
denominator will be 360) or (ii) Actual/360 (in which case the numerator will be equal to the
actualnumber ofdays from(and including) the Issue Date of the first Tranche of the Notes
to (but excluding) the date fixed for redemption or (as the case may be) the date upon which
such Notebecomes dueand repayable and the denominator will be 360) or (iii) Actual/365
(in which case the numerator will be equalto the actual number of days from (and including)
the Issue Date of the first Tranche of the Notes to (but excluding) the date fixed for
redemption or (as the case may be) the date upon which such Note becomes due and
repayable and the denominator will be 365).

Specific redemption provisions applicable to certain types of Exempt Notes

The Final Redemption Amount, any Optional Redemption Amount and the Early Redemption Amount in
respect of Index Linked Redemption Notes and Dual Currency Redemption Notes may be specified in, or
determined in the manner specified in, the applicable Pricing Supplement. Forthe purposes of Condition 6.2,
Index Linked Interest Notes and Dual Currency Interest Notes may be redeemed only on an Interest Payment
Date.

Instalment Notes will be redeemed in the Instalment Amounts and on the Instalment Dates specified in the
applicable Pricing Supplement. In the case of early redemption, the Early Redemption Amount of Instalment
Notes will be determined in the manner specified in the applicable Pricing Supplement.

Partly Paid Notes will be redeemed, whether at maturity, early redemption or otherwise, in accordan ce with
the provisions of this Condition and the applicable Pricing Supplement.

Purchases

The Issuer or any Subsidiary of the Issuer may at any time purchase Notes (provided that, in the case of
definitive Notes, allunmatured Receipts, Coupons and Talons appertaining theretoare purchased therewith) at
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6.9

any price in the open market or otherwise. Such Notes may be held, reissued, resold or, at the option of the
Issuer, surrendered to any Paying Agent for cancellation.

Cancellation

All Notes which are redeemed will forthwith be cancelled (together with allunmatured Receipts, Coupons and
Talons attached thereto or surrendered therewith at the time of redemption). All Notes so cancelled and any
Notes purchased and cancelled pursuant to Condition 6.7 above (together with all unmatured Receipts,
Coupons and Talons cancelled therewith) shall be forwarded to the Agent and cannot be reissued or resold.

Late payment on Zero Coupon Notes

If the amount payable in respect of any Zero Coupon Note upon redemption of such Zero Coupon Note
pursuant to Condition 6.1, 6.2, 6.3 or 6.4 above or upon its becoming due and repayable as provided in
Condition 9is improperly withheld or refused, theamount dueand repayable in respect of such Zero Coupon
Note shall be the amount calculated as provided in Condition 6.5(c) above as thoughthereferences therein to
the date fixed for the redemption or the dateuponwhich such Zero Coupon Note becomes due and payable
were replaced by references to the date which is the earlier of:

@) the date on which allamounts due in respect of such Zero Coupon Note have been paid; and
(b) five days afterthe date on whichthe fullamount of the moneys payable in respect of such Zero
Coupon Notes has been received by the Agent and notice to that effect has been given to the

Noteholders in accordance with Condition 13.

TAXATION

All payments of principaland interest in respect of the Notes, Receipts and Coupons by the Issuer will be

made without withholding or deduction fororon account ofany present or future taxes or duties of whatever nature
imposed or levied by oron behalf ofany TaxJurisdiction unless suchwithholding or deduction is required by law. In
such event, the Issuer will pay such additionalamounts as shall be necessary in order thatthe netamounts received by
the holders of the Notes, Receipts or Coupons after such withholding or deduction shall equal the respective amounts of
principaland interest whichwould otherwise have been receivable in respect of the Notes, Receipts or Coupons, as the
case may be, in the absence of such withholding or deduction; except thatno suchadditionalamounts shall be payable
with respect to any Note, Receipt or Coupon:

@) presented for payment in the Czech Republic; or

(b) the holder of which is liable for such taxes or duties in respect of such Note, Receipt or Coupon
by reason of his having some connection with a TaxJurisdiction other than the mere holding of
such Note, Receipt or Coupon; or

(©) presented for payment more than 30 days after the Relevant Date (as defined below) except to the
extent that the holder thereof would have been entitledto an additionalamounton presenting the
same for payment on such thirtieth day assuming that day to have been a Payment Day (as
defined in Condition 5.6); or

d where such withholding or deductionis imposedon a payment to an individual and is required
to be made pursuant to European Council Directive 2003/48/EC on the taxation of savings
income (including transitory provisions of the E.U. Directive on Administrative Cooperation) or
any lawimplementing or complying with, orintroduced in order to conformto, such Directive;
or

(e) presented for payment by or on behalf of a holder who would have been able to avoid such
withholding or deduction by presenting the relevant Note, Receipt or Couponto ancther Paying
Agent in a Member State of the European Union.
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As used herein:

(A)

(B)

Tax Jurisdiction means the Czech Republic orany political subdivision or any authority thereof or
therein having power to tax; and

the Relevant Date means the dateon which such payment first becomes due, except that, if the full
amount of the moneys payable has notbeenduly received by the Agent onor priorto such due date,
it means the date on which, thefullamount of suchmoneys having been so received, notice to that
effect is duly given to the Noteholders in accordance with Condition 13.

8. PRESCRIPTION

The Notes, Receiptsand Coupons willbecome void unless claims in respect of principal and/or interest are
made within a period of 10 years (in the case of principal) and five years (in the case of interest) after the Relevant Date
(as defined in Condition 7) therefor.

There shallnot be included in any Coupon sheet issued on exchange of a Talon any Coupon the claim for
payment in respect of which would be void pursuant to this Condition or Condition 5.2 or any Talon which would be
void pursuant to Condition 5.2.

9. EVENTS OF DEFAULT

The holder of any Note may give notice to the Issuer that the Note is, and it shall accordingly forthwith
become, immediately due and repayable at its principalamount, together with interestaccruedto the date of repayment,
if any of the following events (Events of Default) shall have occurred and be continuing:

@)

(b)

(©

(d)

©)

(f)

Non-payment of Interest: any amount of interest in respect of the Notes is not paid within 30
days of the due date for payment thereof; or

Breach of other obligations: the Issuer defaults in the performance or observance of any of its
otherobligations under or in respect of the Notes and (except where such default is not capable
of remedy) suchdefault remains unremedied for 60 days after written notice specifying such
default or breach and requiring it to be remedied has been delivered to the Issuer; or

Cross-acceleration: any present or future indebtedness of the Issuer orany Material Subsidiary
of the Issuer (excludingany such indebtedness owed totrade creditors not evidenced by a note,
bond, debenture or similar instrument) having an aggregate principal amount exceeding
U.S.$30,000,000 (or its equivalent in any other currency or currencies) other than the Notes
becomes due and payable priortoits stated maturity otherwisethan at the option of the Issuer or
(as the case may be) such Material Subsidiary; or

Insolvencyetc: (i) the Issuer or any Material Subsidiary becomes insolvent, stops payment on its
obligations generally or is unable to pay its debts as they fall due, (ii) an administrator or
liquidatorofthe Issuerorany Material Subsidiary or ofthe whole orany part of the undertaking,
assets and revenues of the Issuer or (as the case may be) any Material Subsidiary is appointed, (iii)
the Issuer or any Material Subsidiary takes any action for a readjustment or deferment of its
obligations generally or makes a generalassignment oran arrangement or composition with or
forthe benefit of its creditors or declares a moratoriumin respect of any of its Indebtedness, (iv)
the Issuer or any Material Subsidiary is declared to be bankrupt by any court or (v) an
application foradeclaration of bankruptcy in relation to the Issuerorany Material Subsidiary is
refused by any court and the court specifies that the sole ground onwhich such declaration has
been refused is that the Issuer or (as the case may be) such Material Subsidiary has insufficient
assets out of which to meet the costs and expenses of any bankruptcy proceedings; or

Winding up, etc:a legally effective and non-appealable order is made or a legally effective and
non-appealable resolution is passed for the winding up, liquidation or dissolution of the Issuer or
any Material Subsidiary; or

Cessation of Business: the Issuer ceases toconduct or to be authorized to conduct the business
of the generation or sale of electricity; or
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()] Analogous Event: any event occurs which under the laws of the Czech Republic or the
jurisdiction ofthe relevant Material Subsidiary has an analogous effect to any of the events
referred to in paragraphs (d) or (e) above.

10. REPLACEMENT OF NOTES, RECEIPTS, COUPONS AND TALONS

Should any Note, Receipt, Couponor Talon be lost, stolen, mutilated, defaced or destroyed, it may be replaced
at the specified office of the Agent upon payment by the claimant of such costs and expenses as may be incurred in
connectiontherewithandon suchterms as toevidence and indemnity as the Issuer may reasonably require. Mutilated
or defaced Notes, Receipts, Coupons or Talons must be surrendered before replacements will be issued.

11. PAYING AGENTS

The names of the initial Paying Agents and their initial specified offices are set out below. If any additional
Paying Agents are appointed in connectionwith any Series, the names of such Paying Agents will be specified in Part
B of the applicable Final Terms.

The Issueris entitled to vary orterminate the appointment ofany Paying Agent and/or appoint additional or
otherPaying Agents and/or approve any changein the specified office throughwhich any Paying Agentacts, provided
that:

(@) there will at all times be an Agent;

(b) so long as the Notes are listed on any stock exchange oradmittedto listing by any other relevant
authority, therewill at all times be a Paying Agentwith a specified office in such place as may
be required by the rules and regulations of the relevant stock exchange or other relevant
authority;

(©) there will atall times be a Paying Agentin a Member State of the European Union that will not
be obliged to withhold or deduct tax pursuant to European Council Directive 2003/48/EC
(including transitory provisions ofthe E.U. Directive on Administrative Cooperation) orany law
implementing or complying with, or introduced in order to conformto, such Directive; and

@ there will at all times be a Paying Agent in a jurisdictionwithin continental Europe, other than
the jurisdiction in which the Issuer is incorporated.

In addition, the Issuer shall forthwith appoint a Paying Agent having a specified office in New York City in
the circumstances described in Condition 5.5. Notice of any variation, termination, appointment or change in Paying
Agents will be given to the Noteholders promptly by the Issuer in accordance with Condition 13.

In acting underthe Amended and Restated Agency Agreement, the Paying Agentsact solely as agents of the
Issueranddo not assume any obligation to, or relationship of agency or trustwith, any Noteholders, Receiptholders or
Couponholders. The Amended and Restated Agency Agreement contains provisions permitting any entity into which
any Paying Agent is merged or converted or with which it is consolidated or to which it transfersall or substantially all
of its assets to become the successor paying agent.

12. EXCHANGE OF TALONS

On and afterthe Interest Payment Date on whichthe final Coupon comprised in any Coupon sheet matures,
the Talon (if any) forming part of such Couponsheet may be surrendered at the specified office of the Agent or any
otherPaying Agentin exchangefora further Coupon sheet including (if such further Coupon sheet does not include
Coupons to (and including) the final date for the payment of interestdue in respect ofthe Noteto which it appertains) a
further Talon, subject to the provisions of Condition 8.

13. NOTICES

All notices regarding the Notes will be deemed to be validly given if published (a) in a leading English
language daily newspaper of general circulation in London and (b) if and for so long as the Notes are admitted to
trading on, and listed onthe Official List of the Luxembourg Stock Exchange, a daily newspaper of general circulation
in Luxembourg and/or the Luxembourg Stock Exchange’s website, www.bourse.lu. It is expected that any such
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publicationin a newspaperwill be made in the Financial Times in Londonandthe Luxemburger Wort orthe Tageblatt
in Luxembourg. The Issuershallalso ensure that notices are duly published in a mannerwhich complies with the rules
of any stock exchange or other relevant authority on which the Notes are for the time being listed or by which they
have beenadmittedto trading. Any suchnotice will be deemed to havebeengiven on the date of the first publication
or, where required to be published in more than one newspaper, on the date of the first publication in all required
newspapers.

Until such time as any definitive Notes are issued, there may, so long as any Global Notes representing the
Notes are held in their entirety on behalf of Euroclear and/or Clearstream, Luxembourg, be substituted for such
publicationin such newspaper(s) thedelivery ofthe relevant notice to Euroclear and/or Clearstream, Luxembourg for
communication by themto the holders of the Notes and, in addition, for so long as any Notes are listed on a stock
exchange or are admitted to trading by another relevant authority and the rules of that stock exchange or relevant
authority sorequire, suchnotice will be published in a daily newspaper of general circulation in the place or places
required by those rules. Any such notice shall be deemed to have been given tothe holders of the Notes on such day as
is specified in the applicable Final Terms after the day on which the said notice was given to Euroclear and/or
Clearstream, Luxembourg.

Notices to be givenby any Noteholder shall be in writing and given by lodgingthe same, together (in the case
of any Note in definitive form) with the relative Note or Notes, with the Agent. Whilstany of the Notes are represented
by a Global Note, such notice may be given by any holder of a Note to the Agent through Euroclear and/or
Clearstream, Luxembourg, as the case may be, in such manner as the Agent and Euroclear and/or Clearstream,
Luxembourg, as the case may be, may approve for this purpose.

14. MEETINGS OF NOTEHOLDERS AND MODIFICATION

The Amended and Restated Agency Agreement contains provisions for convening meetings of the
Noteholders to consider any matter affecting their interests, including the sanctioning by Extraordinary Resolution of a
modification of the Notes, the Receipts, the Coupons orany of the provisions of the Amended and Restated Agency
Agreement. Sucha meeting may be convened bythe Issuerand shallbe convened by the Issuer if required in writing
by Noteholders holding not less than five per cent. in nominal amount of the Notes for the time being remaining
outstanding. The quorumat any such meeting for passingan Extraordinary Resolutionis one or more persons holding
or representing not less than 50 per cent. in nominal amount of the Notes for the time being outstanding, or at any
adjourned meeting one or more persons being or representing Noteholders whatever the nominal amount of the Notes
so held or represented, except that at any meeting the business of which includes the modification of certain
provisions of the Notes, the Receipts or the Coupons (including modifying the date of maturity of the Notes orany date
for payment of interestthereon, reducing or cancelling theamount of principal or the rate of interest payable in respect
of the Notes oraltering the currency of payment of the Notes, the Receipts or the Coupons), the quorumshallbe one or
more persons holding or representingnot lessthan three quarters in nominal amount of the Notes for the time being
outstanding, orat any adjourned such meetingone or more persons holdingor representing not less thanone quarter in
nominalamount ofthe Notes for the time being outstanding. The Amended and Restated Agency Agreement provides
that (i) a resolution passedat a meeting duly convened and held in accordance with the Amended and Restated Agency
Agreement by a majority consisting of not less thanthree-fourths ofthe votes cast on such resolution, (ii) a resolution
in writing signed by or on behalf of all the holders or (iii) consent given by way of electronic consents through the
relevant clearing system(s) (in a form satisfactory tothe Agent) by or on behalf ofall the holders, shall, in each case, be
effective as an Extraordinary Resolutionofthe Noteholders. An Extraordinary Resolution passed by the Noteholders
will be binding onallthe Noteholders, whether or not they are present at any meeting and whether or not they voted on
the resolution, and on all Receipt holders and Coupon holders.

The Agent and the Issuer may agree, without the consent of the Noteholders, Receiptholders or
Couponholders, to:

@) any modification (except such modifications in respect of which an increased quorum is
required as mentioned above) of the Notes, the Receipts, the Coupons or the Amended and
Restated Agency Agreement which is not prejudicial to the interests of the Noteholders; or

(b) any modification ofthe Notes, the Receipts, the Coupons orthe Amended and Restated Agency
Agreement whichis ofaformal, minor ortechnical nature or is made to correct a manifest error
or to comply with mandatory provisions of the law.
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Any such modification shall be binding onthe Noteholders, the Receiptholders and the Couponholders and
any suchmodification shall be notified to the Noteholders in accordance with Condition 13 as soon as practicable
thereafter.

15. FURTHER ISSUES

The Issuershallbe at liberty from time to time without the consent ofthe Noteholders, the Receiptholders or
the Couponholders to create and issue further notes having terms and conditions the same as the Notes or the same in
all respects save for the amount and date of the first payment of interest thereon and so that the same shall be
consolidated and forma single Series with the outstanding Notes.

16. CONTRACTS (RIGHTS OF THIRD PARTIES) ACT 1999

No person shall haveanyright to enforce any term or condition of this Note under the Contracts (Rights of
Third Parties) Act 1999, but this does not affect any right or remedy of any person which exists or is available apart
fromthat Act.

17. GOVERNING LAW AND SUBMISSION TO JURISDICTION
171 Governing law

The Amended and Restated Agency Agreement, the Deed of Covenant, the Notes, the Receipts, the Coupons
and any non-contractual obligations arising out of orin connection with the Amended and Restated Agency
Agreement, the Deed of Covenant, the Notes, the Receipts and the Coupons are governed by, and construed in
accordance with, English law.

172 Submission to jurisdiction

(@) Subject to Condition 17.2(c) below, the English courts haveexclusive jurisdiction to settle any
dispute arising out of or in connection with the Notes, the Receipts and/or the Coupons,
including any dispute as to their existence, validity, interpretation, performance, breach or
termination or the consequences of their nullity and any dispute relating to any non-contractual
obligationsarising out of or in connection with the Notes, the Receipts and/or the Coupons (a
Dispute) and all Disputes will be submitted to the exclusive jurisdiction of the English courts.

(b) Forthe purposes of this Condition 17.2, each ofthe Issuerand any Noteholders, Receiptholders
or Couponholderstaking proceedings in relation to any Dispute waives any objection to the
English courts on the grounds thatthey are an inconvenient or inappropriate forumto settle any
Dispute.

(©) This Condition 17.2(c) is for the benefit of the Noteholders, the Receiptholders and the
Couponholders only. To theextent allowed by law, the Noteholders, the Receiptholders and the
Couponholders may, in respect of any Dispute or Disputes, take (i) proceedings in any other
court with jurisdiction; and (ii) concurrent proceedings in any number of jurisdictions.

173  Appointment of Process Agent

The Issuerappoints Law Debenture Corporate Services Limited at its registered office for the time being in
England as its agentfor service of process in any proceedings before the English courts in relation to any
Dispute,andagreesthat, in the event of Law Debenture Corporate Services Limited being unable or unwilling
for any reason so to act, it will appoint another person, as the Agent may approve, as its agent for service of
process in Englandin respect of any Dispute. Nothing herein shall affect the rightto serve process in any other
manner permitted by law.

174  Waiver of immunity
The Issuer irrevocably and unconditionally with respectto any Dispute (i) waives any right to claimsovereign

or otherimmunity from jurisdiction, recognition or enforcement andany similar argument in any jurisdiction,
(if) submits to the jurisdiction of the English courts and the courts of any other jurisdiction in relation to the
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recognition of any judgment or order of the English courts or the courts of any competent jurisdiction in
relation to any Disputeand (iii) consents tothe giving of any relief (whether by way of injunction, attachment,
specific performance or other relief) or the issue of any related process, including without limitation, the
making, enforcementor execution againstany property whatsoever in any jurisdiction, whether before or after
final judgment (irrespective of its useorintended use) of any order orjudgment made or given in connection
with any Dispute.
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USE OF PROCEEDS

The net proceeds fromeach issue of Notes will be applied by the Issuer for its general corporate purposes. If,
in respect of an issue of Notes which are derivative securities for the purposes of Article 15 of the Commission
Regulation No. 809/2004 implementing the Prospectus Directive, there is a particular identified use of proceeds, this
will be stated in the applicable Final Terms.
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DESCRIPTION OF THE ISSUER

Owerview

Accordingto EROand our internal data, we are the largestelectricity generationand distribution company in
the Czech Republic. According to Sdruzeni CZECH TOP 100 and our internal data, we are one of the largest
companies in the Czech Republic on thebasis of ourrevenues and our total assets. In the years ended December 31,
2015 and 2016, we had revenues of CZK 210.2 billion and CZK 203.7 billion, respectively, and net income of
CZK 20.5 billion and CZK 14.6 billion respectively. As of December 31, 2016, we had total assets of CZK 630.8
billion. In the year ended December 31, 2016, we had an average of 26,300 employees.

Our core business is the generation, distribution, tradingand sale of power and heat, tradingand sale of natural
gas and coal mining. Accordingto datapublished by the EROin the Czech Republic for the year ended December 31,
2016, we accounted forapproximately 68% of electricity generated, 61% of installed electricity generation capacity,
we distributed approximately 65% of the total electricity consumed in the regional distribution areas in the Czech
Republic and sold 32% of the total net electricity consumed. In addition, we are the largest producer of brown coal in
the Czech Republic, accounting for approximately 55.4% of the total volume of brown coal produced in the Czech
Republic for the year ended December 31, 2016. Our activities in the Czech Republic accounted for approximately
88.0% of our EBITDA for the same period.

Our generation business owns and operates power plants primarily located in and connected to the
transmissionsystemin the Czech Republic, which generate electricity predominantly frombrown coal and nuclear
energy. We also own hard coal-fired power plants in Poland and Bulgaria and wind and hydro power plants in Germany,
Poland and Romania. Our distribution business delivers electricity fromthe transmission systemto end-consumers in
the Czech Republic and, to a lesserextent, in Bulgaria and Romania. Our sales business sells electricity generated by
us and procured by our trading business to end-consumers in the Czech Republic, as well as in Bulgaria and Romania.
Our trading business purchases and sells electricity and energy commodities on wholesale markets, including
electricity sold by us to our end-consumers, and also executes trades for our own account. Our other businesses
include the mining, processing and sale of brown coal; the generation, distribution and sale of heat; the sale of natural
gas to end-consumers; the provision of ancillary services to transmission system operators; the provision of
telecommunication services to customers; services, consultancy and audits concerning energy savings and management;
the constructionand subsequent operation of local small gas -fired heat and power facilities; and the operation of public
lighting.

The table below sets forth certain information relating to our generation, distribution and sales businesses for
the yearended December 31, 2016.

As of and for the year ended December 31,2016

N N Electricity
Installed capacity Electricity generated distributed to
end-consumers

Hlectricity sold to
end-consumers

(MW) (%) (GWh) (%) (GWh) (%) (GWh) (%)
Czech Republic............. 13,051 83.5 56,944 93.1 34,950 69.0 19,600  52.3
Poland........cccoeveviurnnne. 681 4.4 2,931 4.8 - - 1,929 5.2
Bulgaria........cc.ccoeeuevnene. 1,267 8.1 6 0.0 9,306 184 9,713 25.9
Romania.......ccccevevevevernn. 622 4.0 1,251 2.1 6,381 12.6 3,369 9.0
(0] 1 21 S - - - - - - 2,864 7.6
Total ..o, 15,621 100 61,132 100 50,637 100 37,475 100

* The installed capacity and electricity generated does not include our German wind power plants acquired as of December 2, 2016 and December 22, 2016.

The total installed capacity of our generation facilities is 15,621 MW, of which 83.5% is in the Czech
Republic, 8.1% is in Bulgaria, 4.4% is in Poland and 4.0% is in Romania. In the year ended December 31, 2016, we
generated 61,132 GWh of electricity, of which 93.1% was generated in the Czech Republic. In the same year, 50.2% of
ourtotalelectricity generated was generated by our coal-fired power plants, 39.4% was generated by our nuclear power
plants and theremaining 10.4% was generated by our hydroelectric, solar, wind, gas, biogas, biomass power plants or
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through biomass co-firing.

We distributed electricity to more than 3.6 million connectionpointsin the Czech Republic covering an area
of approximately 52 thousand square kilometres as of December 31, 2016, making us the largest of the three regional
distributors of electricity in the country. In the year ended December 31, 2016, we distributed a total of 50,637 GWh
of electricity to end-consumers, 69.0% of which was distributedto end-consumers in the Czech Republic. In addition,
we are one of the largest of eight regional distribution companies in Romania and we have majority interest in the
principal distribution company in Bulgaria.

CEZ was incorporated as a joint stock company under the laws of the Czech Republic on May 6, 1992 with
unlimited duration and was registered in the Commercial Register administered by the Municipal Court in Prague,
File B, Section 1581, with identification number 45274649. As of December 31, 2016, CEZ had aregistered share
capital of CZK 53,798,975,900 and was 69.8% owned by the Czech Republic represented by the Ministry of Finance.
The shares of CEZ are listed on the Prague Stock Exchange and the Warsaw Stock Exchange. The registered office of
CEZ, a.s., is Duhova 2/1444, 140 53 Prague 4, Czech Republic, with telephone number +420 211 041 111.

History and Dewelopment of the CEZ Group
Principal events during our history and development include:

1992 CEZ was established on May 6, 1992 through the aggregation of formerly State-owned
power generation and distribution assets in the Czech Republic into one enterprise.

2002 The Czech Republic’s electricity market began a process of market liberalization in
accordance with the Czech Energy Act.

We acquired the Czech Government’s shares in the eight regional distribution utilities (the
“REAS”), whichwere previously held by the Czech National Property Fund and the Czech
Consolidation Agency. Wesubsequently held a majority interest in five of the REAS and a
minority interest in three of the REAS.

2004 An amendment to the Czech Energy Act required the distribution of electricity to be separate
and independentfromthe sale of electricity to end-consumers (so-called “unbundling”) from
January 1, 2007.

2005 We established CEZ Distribuce, a.s., for electricity distribution and CEZ Prodej, s r.0., for
electricity sales.

We acquired three Bulgarian distribution companies, Elektrorazpredelenie Pleven AD,
Elektrorazpredelenie Sofia Oblast AD and Elektrorazpredelenie Stolichno AD, which together
had approximately 1.9 million customers in Bulgaria.

We acquired a 51% stake in the Romanian distributor Electrica Oltenia S.A., which had
approximately 1.4 million customers in Romania.

2006 We acquired Severoéeské doly a.s., abrown coal mining company located in North Bohemia,
which supplies a significantportion of brown coal to our power plants in the Czech Repubilic.

We acquireda 75.2% share in the voting rights of Elektrocieplownia Chorzow “ELCHO” S.A.
and a 74.82% stake in Elektrownia Skawnia S. A. These Polish electricity generation
companies had a combined installed capacity of 830 MW in 2006.

2007 We acquired 100% control over the five previously majority-owned REAS: Severoceska
energetika, a.s., Severomoravska energetika a.s., Vychododeska energetika, a.s., Zapadoceska
energetika, a.s., and StfedoCeska energeticka, a.s. Following the acquisition of the REAS, our
distribution network became the largest in the Czech Republic.

2008 We acquired the Fantanele and Cogealac wind farmproject in Romania which became one of
the largest onshore wind farms in Europe, with a total installed capacity of 600 MW, on
completion at the end of 2012.

2009 Pursuant to a joint venture arrangement with the Akkok Group, we acquired 100% of
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2010

2011

2012

2013

Sakarya Elektrik Dagitim A.S., the Turkish electricity distribution company which has the
right to operate the distribution grid in the Sakarya region of Turkey for 30 years.

We acquiredthe remaining minority share in Elektrownia Skawina S. A., becoming the 100%
owner of this Polish power plant.

We signeda shareholders’ agreement with JAVYS a.s. to establisha joint venture to dev elop
a new nuclear power station at Jaslovské Bohunice, Slovakia. Our share in the joint venture
is 49% and we exercise managerial control together with JAVYS a.s.

We commenced the procurement procedures for the supply of two reactor units for the
Temelin nuclear power plant and the potential supply of up to three further reactor units in
Europe.

We became the 100% owner of CEZ Distributie S. A. and CEZ Vanzare S.A. when we
purchased a 30% stake in CEZ Distributie S.A. and a 19% stake in CEZ Vanzare S.A.

We acquired 37.36% of our Turkish joint venture partner, Akenerji Elektrik Uretim A S., and
became the joint holders of a majority interest amounting to approximately 75%, with the
remaining shares being traded on the Istanbul Stock Exchange.

We acquired a further 24.8% interest in Elektrocieplownia Chorzow “ELCHO” S.A. and
became the 100% owner of this Polish electricity company.

Weacquired a 100% holding in Energotrans, a.s., a company supplyingheat from Mélnik to
Prague.

We acquired 67% of the shares of Eco-Wind Construction S.A. with an option to acquire the
remaining 33% share. Eco-Wind Construction S.A. develops wind parks and owns several
projects in various stages of development.

Our Board of Directors approved the incorporation of a wholly-owned SPV with the
intention to transfer to it our 100% interest in the Po¢erady brown coal-fired power plant
with the aim of increasing our flexibility to optimize ourgeneration portfolio and our use of
assets in the future.

We solda 50% stake in JTSD Braunkohlebergbau,GmbH, the sole shareholder of the mining
company MIBRAG, to EP Energy, a.s.

OnJuly 7, 2012, three qualified bidders (The Westinghouse Electric Corporation, AREVA
NP and a consortiumof SKODA JS, JSC Atomexport and JSC OKB Gidropress) submitted
theirbinding offers for the construction oftwo new units at the Temelin nuclear power plant.

On May 21, 2012 and December 20, 2012, in atwo-stageprocess, we acquired an additional
8% shareholding in Eco-Wind Construction S.A. and increased our total shareholdingin Eco-
Wind Construction S.A. to 75%.

In January 2013, we signed a memorandum with Jadrova a vyrad'ovacia spolo¢nost’, a. s.,
(JAVYS) and Rosatomallowing Rosatomto receive requisite information about the current
status of preparations fora new nuclear projectin the area of Jaslovské Bohunice. Based on
the memorandum, Rosatom may obtain relevant information which would allow it to start
negotiations on its possible involvement in the project and its potential acquisition of an
equity stake in JESS (Jadrova energeticka spolo¢nost’ Slovenska, a. s.), the joint-venture
between CEZ (49%) and the Slovak government-owned company of JAVYS (51%).

On March 18, 2013, we concluded a coal supply contract with Vr§anska uhelna (Czech Coal

group) underwhich the supply of coal will be secured to the Poéerady power plant for a term
of up to nearly 50years. The long-termcontract significantly stabilizes the situation in the
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2014

2015

entire coal market and also in the electricity market. As a part of the transaction, the parties
concludeda settlement agreement in respectof their mutual claims. We also concluded two
put option agreements with Vi§anska uhelna a.s. Under these contracts CEZ has a right to
trans fer 100% ofthe shares in its subsidiary Elektrarna Pocerady, a.s. (owner ofthe Pocerady
coalpowerplant)to Vrsanska uhelné a.s. The first option could have been exercised in 2016
for cash consideration of CZK 8.5 billion, less CZK 0.4 billion per each block of the
Pocerady power plantthat is not modernized, however, our Board of Directors decided not to
exercise this first option. The second optioncan be exercised in 2024 for cash consideration
of CZK 2 hillion.

On April 26, 2013, we completed theacquisition of 22.5% shares in Akcez Enerji Yatirimlari
Sanayi ve Ticaret A.S. from Akenerji Elektrik Uretim Anonim Sirketi.

On September 2, 2013, we completed the sale of the Chvaletice power plant to Severni
energeticka a.s. (formerly Litvinovska uhelnaa.s.). The divestmentwas realized with the aim
to bring to an end the E.U. Commission’s investigation launched in 2009 by means ofa
settlement agreement, in which we agreed to sell one of our coal-fired power plants. For
more detailed information on the dispute with the E.U. Commission.

In September 2013, a 10-year cooperationagreement was signed between the ELCHO power
plantand TAURON Cieplo, guaranteeing an increase in heat supply from 320 to 4990 MW.
Forthe CEZ Group, the agreementmeans not only expandingthe heat market and increasing
its market share in Upper Silesia to 25% but also utilizing the power plant’s full capacity.

On February 4, 2014, we issued €470.2 million guaranteed exchangeable bonds due 2017
and, subject to our cash election right, exchangeable for our 7% holding of shares in MOL
(MOL Magyar Olaj- és Gazipari Nyilvanosan Miikodé Részvénytarsasag).

On March 19, 2014 the KEVR initiated the license revocation proceedings in respect of the
electricity sale license held by CEZ Elektro Bulgaria AD, based on the alleged delayed
payments of CEZ Elektro Bulgaria AD to NEK, a Bulgarian producer of electricity,
amounting to BGN 63.7 million (approximately CZK 880 million). There are no grounds for
the license revocation proceedings and CEZ Elektro Bulgaria AD is taking action to prevent
such revocation.

On April 10, 2014, we cancelled thetender process for selection of contractors (involving
The Westinghouse Electric Corporation, AREVA NP and a consortium of SKODA JS, JSC
Atomexport and JSC OKB Gidropress) to build two new nuclear reactors at the Temelin
nuclear power plant which process was commenced in 2009

On August 27, 2014, the final arbitral award was issued in arbitration proceedings relating to
the Gacko Project and the arbitration tribunal upheld our claims. In accordance with the
arbitral award, we were granted compensation in the aggregate amount of approximately
EUR 6.7 million and transferred our 51% share in the joint venture to our former joint
venture partner, Elektroprivreda Republike Srpske

In April 2015, we acquired the remaining 25% share in Eco-Wind Construction S.A.
resulting in the CEZ Group being the sole owner of the company.

On April 9, 2015, the International Court of Arbitration of the International Chamber of
Commerce in Paris rejected the vast majority of claims of Electrica S.A. against CEZ.

On May 22, 2015, CEZ announced its decision not to exercise its first option to sell the
Pocerady power plant to VrSanska uhelna (Czech Coal group).

In May 2015, CEZ updatedits dividend policy, increasing the dividend payout ratio to 60—
80% of consolidated net income adjusted for extraordinary effects.
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2016

In June 2015, the CEZ Group announcedits plan to reduce its greenhouse gas emissions to
zero by 2050.

In July 2015, the CEZ Group acquired a shareholding in Sonnenbatterie GmbH, a company
which manufactures battery energy storage systems.

In the second half of 2015, electricity generation by our nuclear power plants were below
expectations due to the extension of scheduled and undertaking of unscheduled outages. In
the year ended December 31, 2015, our nuclear power plants generated 26,840 GWh of
electricity, representing a decrease of 3,484 GWh, or 11.5%, from 30,324 GWh in the year
ended December 31, 2014.

In October 2015, the Czech Government approved the extension of brown coal mining limits
atthe Bilina coalmine owned by the CEZ Group. The newly available brown coal reserves
are estimated to be 100 — 150 million tons.

On November 19, 2015, CEZ officially informed the Government of Bulgaria ofits intention
to initiate international investment arbitration proceedings on the grounds of Bulgaria’s
failure to protect its investment unless the current situation is quickly remedied and the
damage caused duly compensated. Please see “Description of the Issuer—Legal
Proceedings—Bulgaria”.

In November 2015, the CEZ Group acquired a minority shareholding in SunFire GmbH, a
company developing and bringing into industrial production highly advanced energy
technologies designed to reduce CO2 emissions. SunFire GmbH also develops decentralized
energy generation.

In April 2016, the CEZ Group acquired a minority stake in tado® GmbH, a company
providing solutions for intelligent home climate control.

On May 11, 2016, CEZ announced that inspections of weld of Units 2 and 3 of Dukovany
nuclear plant would continue foran extended amount of time in order to avoid any doubts as
to the reliability and safety of the facilities.

On July 12, 2016, CEZ commenced international investment arbitration proceedings before
the International Centre for Settlement of Investment Disputes against the Republic
of Bulgaria on the grounds of the Republic of Bulgaria’s failure to adhere to investment
protection provisions of the Energy Charter Treaty. Please see “Description of the Issuer—
Legal Proceedings—Bulgaria”.

On October 20, 2016, CEZ announced it had reached an agreementwith Sokolovska uhelna,
pravninastupce, a.s.,to terminate all existing lawsuits between the parties and not to raise
any additional claims. The agreement also anticipated conclusion ofa new purchase contract
for supply to CEZ of brown coal from Sokolovska uhelnd, pravni nastupce, a.s. Please see
“Description ofthe Issuer —Legal Proceedings—Litigation with Sokolovskauhelnd, pravni
nastupce, a.s.”

On November 23, 2016, CEZ filed an action for damages against SKODA JS, a.s. with
District Court in Pilsen—City, seeking compensation for loss in the amount of CZK 611
million in relation to welds inspections of CEZ nuclear plants.

On November 30, 2016, agreements were signed pursuant to which SLOVNAFT, a.s.,
purchased CEZ’s stake in its joint-venture with MOL, as a result of which, CEZ divested its
participationin athermal power plant with a total installed capacity of 174 MW located in
the Slovnaft refinery in Bratislava, Slovakia.

On December5, 2016, CEZ announced it had acquired from AREAM, a German investment
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2017

and asset manager, a wind farm with total installed capacity of 12.8 MW located in the
southwest German state of Rhineland-Palatinate, including a 20-year feed-in tariff subsidy
contract. The acquisition was CEZ’s first project in the German renewables market.

On December 22, 2016, CEZ announced it had acquired fromwpd AG, Germany’s leading
wind farm developerand operator, 35 wind turbines with a total installed capacity of 85.25
MW, all of which were already commissioned. The wind farms are located in the northern
German states of Mecklenburg-West Pomerania, Brandenburg, Saxony-Anhalt, Saxony, and
Hesse and benefit from a 20-year feed-in tariff. Operating support was obtained under the
contract with wpd windmanager.

On January 2, 2017, CEZ transferred its shares in Elektrarna Tisova, a. s., an operating
company for CEZ’s Tisova power plant, to Sokolovska uhelnd, pravninéstupce, a.s., as
anticipated by the settlementagreement concluded between the parties in October 2016 and
referred to above.

OnJanuary 27,2017, CEZ announcedthat, based on the interest of several investors, it had
decided to examine the market in relation to its investments in Bulgaria, where CEZ operates
a distribution company, CEZ Razpredelenie Bulgaria AD, a retail electricity supplier, CEZ
Electro Bulgaria AD, a wholesale trader, CEZ Trade Bulgaria EAD, the Varna coal-fired
power plant and two renewable sources plants.

On March 31, 2017, CEZ announced that CEZ’s wholly owned Dutch subsidiary, CEZ MH
B.V., had concluded itsinvitation to holders of its outstanding EUR 470.2 million guaranteed
exchangeable bonds due 2017, exchangeable into ordinary shares of MOL Hungarian Oil and
Gas Plc, to tendertheirbonds. Following expiration of the invitation, CEZ MH B.V. received
valid tenders of exchangeable bonds for purchase in aggregate principal amount of EUR
463.1 million. CEZ MH B.V. acceptedfor purchaseall validly tendered exchangeable bonds.
Of the principalamount of EUR 468.6 million of the exchangeable bonds outstanding prior
to the invitation, approximately 98.8 per cent were accepted for purchase by CEZ MH B.V.
in the invitation. Following settlementofthe invitation, exchangeable bonds in the aggregate
principalamount of approximately EUR 5.5 million remain outstanding. The final size of the
equity placing of MOL Hungarian Oil and Gas Plc shares by CEZ MH B.V. will be
7,561,372 million shares in MOL Hungarian Oiland Gas Plc raising proceeds of HUF 141.4
billion. Settlement ofthe invitationand the equity placing occurred on April 4, 2017. After
settlementofthe equity placing, CEZ MH B.V. continues tohold 89,796 or 0.1% of sharesin
MOL Hungarian Qil and Gas Plc. On April 11, 2017, pursuant to applicable terms and
conditions, CEZ MH B.V. notified the holders ofthe outstanding exchangeable bonds in the
aggregate principal amount of approximately EUR 5.5 million that CEZ MH B.V. would
redeemall the outstanding exchangeable bonds on May 16, 2017 for the principalamount. As
aresult, the holders of the outstanding exchangeable bonds may exercise their exchange
rights on May 2, 2017, at the latest.

Organizational Structure

As of December 31, 2016, the CEZ Group consisted of CEZ and 109 fully consolidated entities. As of

December 31, 2016, we also had interests in 13 joint ventures consolidated by the equity method of accounting. For a
complete list of our subsidiaries and joint ventures as of December 31, 2016, please see Note 9 of our audited
consolidated financial statements for the year ended December 31, 2016.

Pursuant to the Czech Energy Act, since January 1, 2007, the distribution of electricity must be separate and

independent fromthe generation, transmissionand sale ofelectricity (“unbundling”). In 2005, we established two new
separate companies CEZ Distribuce, a. s. (for distribution ofelectricity) and CEZ Prodej, s.r.o. (for sales of electricity
to end-consumers), and during 2006 we transferred all corresponding assets and activities fromthe REAS to these
companies. Following a resolution of our Board of Directors in June 2007, we consolidated all assetsand activities of
the REAS into the CEZ Group. We completed this consolidation process by October 2007.
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To ensure the independence and separation of distribution activities from all other activities, senior
management responsible for our electricity distribution business mustbe differentfromsenior management responsible
for ourelectricity generationand sales business and we are required to take appropriate steps to prevent professional
conflicts of interest between persons responsible for our electricity distribution business and our electricity generation
and sales businesses. The Czech Energy Act also restricts how much control can be exercised by shareholders over
distribution businesses.

Principal Subsidiaries

CEZ Distribuce, a.s., a wholly owned subsidiary of the CEZ Group, was established on October 1, 2010,
following the merger of CEZ Distribuce, a. . (acompany of the same name which was incorporated on March 31, 2005
to comply with the requirement of the Czech Energy Actto separate our distribution business fromour sales business,
which ceased to exist with effect from the date of the merger) and CEZ Distribuéni zafizeni, a.s. (a company
incorporated in July 2009 to consolidate unclassified equipment for electricity distribution within the CEZ Group,
which ceased to exist with effect from the date of the merger). The accounting record date for this transaction
occurred on January 1,2010. CEZ Distribuce, a. s. is the only entity in the CEZ Group, otherthan CEZ a.s., that holds
an electricity distribution license in the Czech Republic. In the year ended December 31, 2016, CEZ Distribuce, a.s.,
contributed approximately 28.2% of our EBITDA. For more information on our distribution business, please see “Our
Business—Distribution of Electricity”.

CEZ Prodej, s.r.0., a wholly-owned subsidiary of the CEZ Group, was established on March 31, 2005 to
comply with the requirement of the Czech Energy Actto separate oursales business fromour distribution business.
Parts of our original regional power companies, including their customers, contracts and liabilities were transferred to
CEZ Prodej, s.r.0., by the end of 2005. CEZ Prodej, s.r.0. has been fully operational since January 1, 2006, selling
electricity to end-consumers in the Czech Republic. In recent years, CEZ Prodej, s r.0. has also started to supply gas
and other services to end-consumers. In the year ended December 31, 2016, CEZ Prodej, s.r.o., contributed
approximately 8.3% of our EBITDA. For more information on oursales business, please see “Our Business—Sale.”

Severoceské doly a.s., a wholly-owned subsidiary of the CEZ Group, was established in 1994. The core
activities of Severoceské doly a.s. are prospecting for, extracting, processing, and selling brown coal and related raw
materials. Severoceské doly a.s. is the largest brown coal mining company in the Czech Republic. We acquireda 93.1%
stake in SeveroCeské doly a.s. fromthe Government of the Czech Republic during 2005. Upon our request, as the
majority shareholder, the general meeting of Severoceské doly a.s. held on March 27,2006, approved the squeeze-out
of minority shareholders andthe transfer of theirsharesto us. In the year ended December 31, 2016, Severo¢eskédoly
a.s. contributed approximately 7.6% of our EBITDA. For more information on our mining operations, please see “Our
Business—Coal Mining.”

Our Strengths

We benefit fromthe following key strengths:

Majority State-Owned Company, Backed by a Stable and Open Economy

The Czech Republic, through the Ministry of Finance, owns approximately 69.8% of the share capital of CEZ,
the parent company ofthe CEZ Group. In August2011, Standard & Poor’s upgraded its rating of the Czech Republic
by two notchesto AA- (Standard & Poor’s is established in the European Union, domiciled in the United Kingdom
and is included in the list of credit rating agencies registered in accordance with Regulation (EC) No. 1060/2009, as
amended by Regulation (EU) No 513/2011, which is available on the ESMA website
(https://www.esma.europa.eu/supervision/credit-rating-agencies/risk)). We believe that being majority-owned by a
government that is backed by a stable and open economy provides additional credibility in the electricity and credit
markets and allows us to benefit from more favourable credit terms than competitors without similar backing.

Robust Credit Profile

CEZ’s credit ratings of A- (stable outlook) by Standard & Poor’s and Baal (stable outlook) by Moody’s are
among the highest awardedto a European utility, reflecting our efforts to work proactively to maintain prudent leverage
and liquidity positions (Standard & Poor’s (domiciled in the United Kingdom) and Moody’s (domiciled in the United
Kingdom) are both established in the European Union andare included in the list of credit rating agencies registered in
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accordancewith Regulation (EC) No. 1060/2009, as amended by Regulation (EU) No 513/2011, which is available on
the ESMA website (https:/Aww.esma.europa.eu/supervision/credit-rating-agencies/risk)). We had a relatively low
Net Debt/EBITDA ratio of 2.52 as of December 31, 2016. In addition, we also monitor our total debt to total capital
ratio. Ourlong term policy is to keep the Total Debt/Total Capital Ratio below 50%. We are a well-established credit
among European utilities having issued €6.31 billion in 28 public and private transactions under this Programme since
2007 (including outstandingand issued and redeemed Notes). We aimto maintain an adequate liquidity position with
access to sufficient back-stop credit facilities should cash flows become negative.

Highly Integrated, Large-Scale Domestic Operations

We benefit fromhighly integrated operations in the Czech Republic providing approximately 88% of our total
consolidated EBITDA in the year ended December 31, 2016.

In the Czech Republic, we operate a low cost generation fleet which produced a total of 56.9 TWh of
electricity, or 68.4% ofthe country’stotal electricity generated during the year ended December 31, 2016, of which
49.4% was produced by our coal-fired power plants. Approximately 67.8% of our brown coal consumptionis provided
by our mines, which is providedat the cost of extraction only on a consolidated basis. In addition, brown coal is not a
traded commodity as its transportation is not economical and we are therefore not exposedto large fluctuations in the
global commodities market. Approximately 42.3% of ourtotal electricity generationoutputin the Czech Republic was
generated by our nuclear power plants where variable costs are relatively low and stable (as opposed to initial
construction costs). Furthermore, unlike in neighbouring Austria and Germany, public opinion as well as political
representation in the Czech Republic are relatively favourable towards nuclear power generation. The composition of
our generation fleet results in relatively stable and low variable costs which is a chief reason for our EBITDA margin
of approximately 28.5% for the yearended December 31, 2016, being one of the highest among our European peers
(EdF, EdP, EnBW, Enel, E.ON, Fortum, Iberdrola, RWE and Verbund) over the last five years.

In the Czech Republic, we distributed 35.0 TWh of electricity to end-consumers and according to our data
had a market share of approximately 65% of the total electricity consumed in the regional distribution areas in the
Czech Republic, in the yearended December 31, 2016. EBITDA generated by our Distribution segment in the Czech
Republic accounted for approximately 29.8% of our total consolidated EBITDA for the year ended December 31,
2016.

We sold approximately 19.6 TWh of electricity to end-consumers in the Czech Republic, or 32% of the total
net electricity consumedin the Czech Republic, in the year ended December 31, 2016. While our market share as an
incumbent electricity provider has declined over the last several years (fromapproximately 44% in the year ended
December 31, 2009) we have established ourselves as a gas supplier over previous years which has compensated for a
significant part of the foregone decrease. EBITDA generated by our Sales segment in the Czech Republic accounted
for approximately 8.5% of our consolidated EBITDA for the year ended December 31, 2016.

Stable Domestic Market without Regulatory Excesses Seen in Some Other Parts of Europe

The Czech Republic’s power market is a fairly standardized market by E.U. standards. Power production and
power supply are fully liberalized while distribution is regulated, in line with E.U. Directives and regulations. In
addition, public opinionand practically all of the political parties in the Czech Republic (except the Greens, who are
currently notrepresented in the Czech Parliament) support nuclear operations and new nuclear build up. Furthermore,
the Czech Government has not to date introduced substantial windfall taxes as in many other countries. The only
exception to this has beenaset of measures aimed at mitigating the impact of solar power plants boost on regulated
distribution charges in the electionyear of 2010. At that time, a temporary taxon CO, emission allowances allocated
without charge in 2011 and 2012 and another tax on revenues of solar power plants were introduced (please see
“Regulation—Czech Republic—Electric Energy Sector—Renewable Energy Sources—Current Legislation - The Czech
Promoted Energy Sources Act”). However, the Czech Republic participated in the so-called “derogation scheme”
allowing certain countries to opt-out fromthe mandatory auctioning of CO, emission allowances in the period from 2013
to 2020. In December 2012, the Czech Republic’s application was finally approved and announced by the E.U.
Commission, as a result of which we are eligible to obtain approximately 69.6 million tons of CO,emission allowances
between 2013 and 2019, the total market value of which, in current prices (€5.51/ton), is EUR 383.3 million. In
addition, the production of heatshall also partially be supported with CO, emission allowances granted for free during
the period from2013 to 2020, totally amounting to some 6.5million, the total market value of which, in current prices
(€5.51/ton), is EUR 36 million.
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Strong Market Position in the Czech Republic

We operate in the liberalized E.U. power markets which are well integrated with most of their neighbours.
Such integrationallowed approximately 29.8% of the Czech Republic’s power production to be exported in 2016 (net
export reaching 13.2% ofthe Czech Republic’s power production). As a result of both of these factors, Czech power
prices are driven by the same fundamentals as those of neighbouring countries, specifically Germany, the most liquid
market. This allows us to benefit fromthe structure of our generation fleet which is positioned towards the cheaper end
of the merit order of the German market.

Strong Presence in Several International Markets

In addition to cultivating our leading position in the Czech market, we have also applied our expertise in
managing a power business to developing leading market positions across power markets in Central and South East
Europe, including in Bulgaria, Germany, Poland and Romania. We also have operations in Turkey andtradingactivities
in other European countries. In Bulgaria, for example, we distributed 9.3 TWh of electricity to approximately 2.1
million connectionpoints, representingapproximately 31% share of the Bulgarian electricity distribution market and
sold 9.7 TWh ofelectricity to end-consumers during the year ended December 31, 2016. In addition, we also distribute
electricity to approximately 14% of the Romanian market for the year ended December 31, 2016 (according to our
data) and, through our joint venture company Akcez Enerji A.S. (we have a 50% stake) to 3.3% of the market in
Turkey forthe yearended December 31, 2016. In Romania, we have constructedand now operateoneofthe largest on-
shore wind farms in Europe with total installed capacity of 600 MW. Further, in Turkey, we have a 37.4% stake in one
of the largest privately owned power producers, Akenerji Elektrik Uretim A.S. In Germany, we have acquired wind
farms with total installed capacity of 98 MW in December 2016, which have generated 24.8 GWh of electricity since
their acquisition. We believe our international portfolio provides us with opportunities to leverage the significant
expertise and knowledge gained in our domestic market which as a result allows us to further grow outside our
domestic market, where our growth potential is limited.

Our Strategy

In 2016, the following market trends continued to strengthen. In the field of electricity generation, the trend of
moving away from the traditional power sources towards renewable and emission-free power sources has been
confirmed. Decentralised solutions and comprehensive customer products tailored to suit customers’ needs play an ever
more significant role. Simultaneously, both these trends place an ever growing demand on the flexibility of generation
units and distribution and transmission networks.

CEZ Group’s strategy, announced in autumn 2014, reflects these trends and actively reacts to newly arising
ones. CEZ Group’s mission is to provide safe, reliable, and positive energy to its customers and society as a whole; its
vision is to bring innovations for resolving energy needs and to help improve quality of life. To fulfil the mission and
vision, CEZ Group based its strategy on three strategic priorities:

I.  Beamong the best in the operation of traditional power facilities and proactively respond to thechallenges of
the 21st century

Il.  Offer to customers awide range of products and services addressing their energy needs
Ill.  Strengthenand consolidate our position in Europe
In relation to these priorities we primarily focus on the following:

I. Be among the best in the operation of traditional power facilities and proactively respond to the challenges
of the 21st century

= Focus on the operational efficiency as the essential condition for further participationin the conventional and
new energy sector, while treating the operational security as an absolute priority

= Ensure long-term operation of the Dukovany nuclear power plant and diligently prepare for ensuring
long-term operation of the Temelin nuclear power plant

»  Gradually shut down our older conventional thermal power plants
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= Prepare newunit projects in Temelin and Dukovany in accordance with the Czech Government’s priorities in
nuclear energy field

= Continually increase distribution network efficiency

1. Offer to customers awide range of products and services addressing their energy needs
= Reach the top level of electricity and gas sale, as well as of customer care
= Develop new products and services and utilize synergy potential with our commodities business

= Launch newbusiness models - ranging fromequipment supplies to electricity production in, and supply to,
the place of customers' consumption, including financing and related services

= Undertake early stage investments in opportunities and technology so that the CEZ Group occupies a
favourable future position in the energy sector

= Prepare our distribution networks for operation in the environment of increasing decentralization

I11. Strengthen and consolidate our position in Europe

= Strive to acquire assets in the segments of distribution, renewable and conventional energy sources as well as
sales companies supplying energy and energy-related products to end-customers and companies developing
new productsandservices, whichare important for the future development of the decentralized energy field

= Optimize ourcapitaland ownership structure or, as the casemay be, divest selected assets to decrease our risk
exposure in specific regions

= Focus on regions with stable regulatory environment

CEZ Group anticipates investing in renewables, decentralised solutions, regulated and other distribution
network assets in Western Europe, and, should an opportunity arise, CEZ Group will analyse potential investments into
traditional power and heat generation assets.

In 2016, CEZ Group actively entered the German renewable energy market through acquisitions of several
wind power plant portfolios. Our target countries in the field of renewable energy sources are located mainly in
Western Europe.

The creation of new managementsystemimplemented as of January 1, 2016, which introduced two teams —
Operations and Development — and emphasized segmental management across the countries where CEZ Group
operates proved useful in 2016. The Operations Team focuses on efficient operation of CEZ Group’s conventional
power generating assets, mining and supporting services (including finance and administration). The Development
Team is concerned with renewable energy sources, decentralised energy generation and with activities relating to
distribution networks and sales and represents a foundation for future growth of the CEZ Group and for achieving its
ambitious strategic goals.

Our Principal Markets

Overview

Our core business is the generation, distribution and sale of electricity in the Czech Republic. In the year
ended December 31, 2016, 83.5% of our total installed electricity generation capacity, 93.1% of our total electricity
generation, 69.0% of our total electricity distributed to end-consumers and 52.3% of our total sales of electricity to end-
consumers was in the Czech Republic. In the year ended December 31, 2016, our operations in the Czech Republic
contributed approximately 88.0% of our EBITDA.

According to the ERO in the Czech Republic for the year ended December 31, 2016, we accounted for
approximately 68% of electricity generated, 61% of installed electricity generation capacity, we distributed
approximately 65% of the total electricity consumed in the regional distribution areas in the Czech Republic and sold
32% of the total net electricity consumed. In addition, we are the largestproducer of brown coal in the Czech Republic
accounting forapproximately 55.4% of the total volume of brown coal produced in the Czech Republic for the year
ended December 31, 2016. In the yearended December 31, 2016, the remaining 31.6% share of electricity generated in
the Czech Republic came fromindependent power producers and self-generators.
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To a lesser extent, we also generate electricity in Bulgaria, Germany, Poland, and Romania distribute
electricity in Bulgaria and Romania and sell electricity to end-consumers in Bulgaria, Poland and Romania. In the year
ended December 31, 2016, our operations in Bulgaria, Poland and Romania contributed approximately 2.5%, 1.4% and
8.2%, respectively, of our EBITDA. Our operations in Germany, acquired in December 2016, are not included in our
results for the year ended December 31, 2016 since the time period between the acquisitions and accounting closing date
was insignificant.

Czech Republic

Macroeconomic conditions in the Czech Republic are relatively stable and have benefited fromlower levels of
unemployment and the Czech Republic’s relative recovery in growth since 2009. On November 8, 2013, the Czech
National Bankannouncedthe launch of direct currency interventions to weaken the Czech crown, targeting a lower
exchange rate to prevent possible deflation. We cannotpredictthe duration of the currency intervention of the Czech
National Bank. The Czech Republic has beena member of the European Union since 2004, however, in light of fiscal
uncertainty in the European Monetary Union (the “EMU”), the Czech Governmenthas indeterminately postponed the
EMU accession process.

The Czech Republic is a medium-sized, manufacturing based and open economy driven by exports,
predominantly to Germany. The Czech National Bank’s stress tests indicatethat the Czech banking system is prepared
to absorblosses fromsevere adverse shock because of its low exposure to highly indebted European countries. CDS
levels have also remained consistently below those of other Central Eastern European countries. In August 2011, the
Czech Republic’s credit rating was upgraded by Standard & Poor’s to AA - (Standard & Poor’s is established in the
European Union, domiciled in the United Kingdomand is included in the list of credit rating agencies registered in
accordancewith Regulation (EC) No. 1060/2009, as amended by Regulation (EU) No 513/2011, which is available on
the ESMA website (https://www.esma.europa.eu/supervision/credit-rating-agencies/risk)).

The Czech electricity market is an integral part of the wider European electricity market and the Czech
Republic has a positivetrade balance with most of its neighbours. The PXEwas established in 2007 as a new business
platformfor trading electricity in the Czech Republic and the Slovak Republic. Due to cross-border integration and
fully liberalized power prices, markets in the regionare integrated and the primary price-setting market is Germany and
its exchange in Leipzig. We expect that changes in Germany’s energy policies and its shift away fromnuclearand coal
generation, will create expansionopportunities in these markets for well-positioned companies like the CEZ Group.

The Czech power market and sales to end-consumers are fully liberalized. The gas market is also fully
liberalized and the basic rules governing its operation are similar to those governing the electricity market. For an
overviewofsuchrules, please see “Regulation—Czech Republic.” Access tothe transmissionand distribution grids is
regulated. Thewholesale market in the Czech Republic is a part of the larger Central European market, primarily due to
extensive cross-border transmission capacities between the Czech Republic and the transmissiongrids of neighbouring
countries. The Czech transmission systemis operated by CEPS, a.s., the sole holder of an electricity transmission
license for the Czech Republic under the Czech Energy Act. Based on transmission services agreements, CEPS, a.s.
provides electricity transfer in the Czech Republic, controls power flows across the Czech transmission system, taking
into account electricity exchange schedules agreed with neighbouring transmission system operators as well as
cooperating with distribution system operators.

According to the ERO, in the year ended December 31, 2016, the net electricity consumption by end-
consumers in the Czech Republic increased by 1.6 TWh or 2.7% to 60.9 TWh from 59.3 TWh in the year ended
December 31, 2015.

Poland

The fragmented electricity generation and distribution market in Poland has been unified by new state-owned
integrated companies: ENEA S.A, TAURON Polska Energia, Energa and Polska Grupa Energetyczna S.A. (“PGE”).
Integrationis based on the geographical location of these companies, except in relation to PGE which owns central and
eastern distribution companies and power plants across Poland. The electricity market in Poland is liberalized (with
some limits). In 2009, PGE, the largest state energy company in Poland, was privatized, whereas the tender for the sale
of the state’s share in ENEA S.A. was unsuccessful. The Polish Electricity Grid is responsible for transmission in
Poland and the Polish Power Exchange (the “POLPX”) provides electricity trading.

According to the preliminary data of Polish Energy Electricity Networks Regulatory Office (Polskie Sieci
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Elektroenergetyczne), in the year ended December 31, 2016, total electricity consumption in Poland increased by 3.2
TWh, or 2%, to 164.6 TWh from 161.4 TWh in the year ended December 31, 2015.

Germany

The German electricity generation market has undergone fundamental overhaul in recent years when the
Energiewende, the process of transitioning the German energy industry fromthe traditional sources to emission-free
and renewable energy, was implemented. Key pillars of the transition are renewable energy sources and energy savings.
The share of renewable energy sources in the generation of electricity in Germany is steadily growing and reached
approximately 32% in 2016. The aim is to reach a renewable energy share of 40-45% in 2025 and 55-60% in 2035 and,
atthe same time, to decrease greenhouse gas emissions by 80-95% by 2050 compared to 1990. In order to fulfil these
goals renewable power sources are being subsidised by the German government. In the past, the subsidy systemwas
based onfeed-in tariffs (the mechanismwhereby the government evens up theexercise price of generated electricity to
preagreed level). With effect fromJanuary 1, 2017 a newsubsidy systemis being used. The level of subsidy granted
will be based on a more competitive auction systemand, thus, will not be determined by the state.

In December 2016, we acquired a wind farm with total installed capacity of 12.8 MW in southwest Germany
and eight wind farms with total installed capacity 0f 85.25 MW in northern Germany. Allthe wind farms benefit froma
20-year feed-in tariff.

Since the time period between the acquisitions of the wind farms and the accounting closing date was
insignificant, the impact of these wind farms is not reflected in our results as of December 31, 2016.

Bulgaria

The majority of electricity generation in Bulgaria is controlled by the Bulgaria Government through BEH -
Bulgarian Energy Holding (i.e., through (i) generation of electricity in large hydro power plants of National Electricity
Company, thermal power plant Maritsa East 2 and nuclear power plant Kozloduy and (ii) purchasing electricity
pursuantto longtermpower-purchase agreements with private thermal power plant AES Galabovo and thermal power
plant Contur Global MaritsaEast 1). The transmission grid is also owned and controlled by a subsidiary of Bulgarian
Energy Holding. On the contrary, in Bulgaria, the distribution companies are controlled by foreign companies
ENERGO-PRO, EWN and us.

28% of Bulgarian end consumption is sold on, effectively, a liberalized local market, whilst 24% of the net
generationis exported. Households and businesses connected to the low voltage grid are supp lied energy for regulated
prices using a system of quotas regulated by Bulgarian law and decisions of the KEVR. As of April 1, 2016
standardized load profiles were developed and implemented for all customers with no hourly measurement, thus
allowing all customers to migrate to the liberalized market. Electricity producers started to offer electricity using
electronic tenders, which facilitated the establishment of an electricity spot market. The Independent Bulgarian Power
Exchange (“IBEX”) was opened in December 2015.

The tariff decision of the KEVR valid from July 1, 2016 reduced the end-customer price for CEZ by 3.60%.
As aresult of this tariff decision, the distribution margin per MWh increased by 2.14% and the sales company’s margin
per MWh decreased by 7.70% compared to the previous price decision C-35 valid from November 1, 2015. Other
recent changes in the Bulgarian energy sector include the creation ofan “Energy Safety Fund”, which should help fund
the deficit of the state owned energy company, NEK. All electricity producers and importers, including transmission
operators, contribute to “Energy Safety Fund” with 5% of their monthly income in instalments.

In 2013, the KEVR imposed various actions against our local Bulgarian subsidiaries CEZ Elektro Bulgaria
and CEZ Razpredelenie Bulgaria AD, with the threat of revoking our license for the distribution of electricity in
Bulgaria. On March 19, 2014, the KEVR initiated the licenserevocation proceedings in respect of the electricity sale
license held by CEZ Elektro Bulgaria AD. As a consequence of the aforementioned, and other various actions taken by
other Bulgarian state bodies, on November 19, 2015, the CEZ Group officially informed the Government of Bulgaria of
its intention toinitiate international investmentarbitration onthe grounds of Bulgaria’s failure to protectits investment,
unlessthe currentsituation was quickly remedied and the damage caused duly compensated. Since the Government of
Bulgaria did not take the opportunity for amicable settlement of the dispute, CEZ commenced, on July 12, 2016,
international investmentarbitration proceedings before the International Centre for Settlementof Investment Disputes
against the Republic of Bulgaria on the grounds of Bulgaria’s failure to adhere to investment protection provisions of
the Energy Charter Treaty. For more information on our disputes in Bulgaria, please see “Description of the Issuer —
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Legal Proceedings —Bulgaria”.
Romania

Transmission, generation as well as distribution of electricity are partly state-owned in Romania. The
electricity market is unbundled butis not fully privatized. Liberalization of the Romanian electricity industry is almost
complete, but electricity supplies to households are still requlated. State-owned generation is split by fuel into
separate companies (hydroelectric, coal-firing, gas-firing and nuclear). Mediumand small-sized generation sources,
mostly CHPs, are also owned by counties and municipalities. Distribution is partially privatized with three foreign
investors (ENEL, EON and CEZ) servicing 5 out of 8 distribution regions. In the generation sector, the older
generation power plants (coal, gas, hydroelectric and nuclear) are partly state-owned, and only minor hydros and
certain selected inefficient gas, oil and brown coal capacities are being privatized and foreign investment in new
nuclear capacity is subject to ongoing negotiations. In addition, renewable power plants (wind power plants of 3 GW,
solar power plants of 1.4 GW, some biofuel power plants and small hydro power plants) are owned by independent
power producers. OMVPETROM has built 860 MW CCGT in the Brazi area and there are small and medium size gas
turbines beingbuilt in industrial park areas. Transmission in Romania is handled by an independent majority state-
owned company Transelectrica.

Our Business

Our core businessactivities include the generation of electricity in the Czech Republic, Bulgaria, Germany,
Poland and Romania; the distribution and sale of electricity to end-consumers in the Czech Republic, Bulgaria and
Romania; and the trading of electricity and energy commodities in wholesale markets for sale to our end-consumers as
well as for our own account.

Electricity Generation

Overview

In the yearended December 31, 2016, we generated 61,132 GWh of electricity, of which 93.1% was generated
in the Czech Republic. In the yearended December 31, 2016, 50.2% of our total electricity generated was generated
by our coal-fired power plants, 39.4% was generated by our nuclear power plants and the remaining 10.4% was
generated by ourhydroelectric, solar, wind, gas, biogas and biomass power plants or through biomass co -firing. The
totalinstalled capacity of our generationfacilities is 15,621 MW, of which 83.5% is in the Czech Republic, 8.1% is in
Bulgaria, 4.4% is in Poland and 4.0% is in Romania.

In the Czech Republic, as of December 21, 2016, we owned and operated 10 coal-fired power plants with total
installed capacity of 4,945 MW, two nuclear power plants with total installed capacity of 4,290 MW, 35 hydroelectric
power plants with total installed capacity of 1,960.2 MW, 12 solar (photovoltaic) power plants with total installed
capacity of 125.2 MW, two wind power plants with total installed capacity of 8.2 MW, one gas-fired power plant with
totalinstalled capacity of 844.9 MW and one bio-gas station with a total installed capacity of 0.5 MW. In addition, we
own and operate a number of heat plants in the Czech Republic with total installed capacity of 876.7 MW as of
December 31, 2016. On January 2,2017, we sold our shares in Elektarna Tisov4, a.s., an operating company for the
Tisova power plant, to Sokolovské uhelna, pravni nastupce, a.s.

The following table sets fortha breakdown of the total installed capacity of our power plants for the years
ended December 31, 2015 and 2016.

As of December 31

2015 2016
(MW) (%) (MW) (%)
Coal-fired and gas-fired pover plants®:
Czech RepuUbIC ..o 6,967 43.8 6,667 42.7
Poland ... 678 4.3 678 4.3
BUIgAria.....cocovveerrerceenrr e, 1,260 7.9 1,260 8.1
TOtAl e 8,905 56.0 8,605 55.1
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Nuclear power plants:

Czech RepUBIIC ...c.ovveveeervcce e 4,290 26.9 4,290 275
Hydro, solar, wind, biogas and biomass
pover plants: @

Czech RepubliC .....c.vveeevvivcer e 2,094 132 2,094 134
Poland ... 3 0.0 3 0.0
BUIgAria....ccccovveeerrieeirrseeee e, 7 0.0 7 0.0
0] 1 g TR 622 3.9 622 4.0
TOtal ..o 2,726 17.1 2,726 175
Total installed capacity® ..o, 15,921 100.0 15,621 100.0
@ Includes 876.7 MW and 876.7 MW of installed capacity of our coal-, gas- and biomass-fired heat plants in the Czech
Republic for the years ended December 31, 2015 and 2016, respectively.
@ Some of our power plants are operated under joint venture agreements which are not fully consolidated. The installed

capacity of these power plantswas therefore not includedin our total installed capacity. For the year ended December 31,
2016, these amounts included:

. 904 MW of installed capacity of our gas-fired power plant in Turkey;
. 28.2 MW of installed capacity of our wind power plant in Turkey; and
. 288.9 MW of installed capacity of our hydroelectric power plants in Turkey.
® Does not include our German wind power plants acquired as of December 2, 2016 and December 22, 2016.

As of December 31, 2016, the total installed capacity of our generation facilities was 15,621 MW,
representinga decrease of 300 MW, or 1.9%, from 15,921 MW as of December 31, 2015. The decreasewas caused by
the expiration of licenses for two units of Prunéfov power plant(2 x 215MW, originally 210 MW temporarily increased
to 215 MW during 2016) as of December 31, 2016 which was partially compensated by the completion of the renewal
of the remaining three units of the same power plant, which have an installed capacity of 250 MW each. As of
December 31, 2016, 13,051 MW, or 83.5% of ourtotalinstalled capacity, was in the Czech Republic, of which 44.6%
was coal-fired, 6.5% was gas-fired, 32.9% was nuclear and 16.0% was hydroelectric, solar, wind and biogas power
combined.

The following table sets fortha breakdown of the total electricity generated by our power plants by type of energy for
the years ended December 31, 2015 and 2016.

For the year ended December 31,

2015 2016
(GwWh) (%) (Gwh) (%)

Coal and gas‘":

Czech RepubIiC.....covveervieerv s 29,962 49.0

27,121 445

Poland ..o 2,511 4.1 2,540 4.2
TOtAl oo 29,632 48.6 32,502 53.2
Nuclear:

Czech RepubIiC......cccvvveeeecniceiieiinns 26,840 441 24,104 394
Hydro, solar, wind. biogas and biomass®:

Czech RepuUbIIC.....cvvveerrrerev e 2,669 44 2,877 4.7

POIaNd......ooecveieccrscc e 433 0.7 391 0.6

ROMANIA ....cveeeiieice e 1,337 2.2 1,252 21

BUIgAria......ccoevvireerreeere s 6 0.0 6 0.0
TOtAl oo 4,444 7.3 4,524 74
Total electricity generated® .................... 60,917 100 61,132 100
@ Includes electricity generated by our coal -fired heat plants in the Czech Republic.
@ Some of our power plants are operated under joint venture agreements which are not fully consolidated. The amount of

electricity they generated is therefore not included in our total electricity generated. For the year ended December 31,
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2016, these amounts included:
3,698 GWh of electricity generated by our gas-fired, wind and hydroelectric power plants in Turkey.
® Does not include generation of our German wind power plants acquired as of December 2, 2016 and December 22, 2016.

In the yearended December 31, 2016, 56,944 GWh of electricity, or 93.1% of our total electricity generated,
was generated in the Czech Republic, of which 52.6% was generated by our coal- and gas-fired power plants and
42.3% was generated by our nuclear power plants.

In the yearended December 31, 2016, we generated 61,132 GWh of electricity, representing an increase of
215 GWh, or 0.4%, from 60,917 GWh in the year ended December 31, 2015. The increase was caused by the
completion of the Prunétov power plant’s renewal, generation of Ledvice power plant during the period of its trial
operation, and the increase in generation of the gas-fired Poéerady power plant. These were partially off-set by the
decrease in generation of our nuclear fleet due to outages.

Coal-fired power generation

Czech Republic. We owned and operated 10 coal-fired power plants in the Czech Republic with installed
capacity of 4,945 MW as of December 31, 2016. Our coal-fired power plants are situated in various locations
throughout the Czech Repubilic, the largest concentration beingin the brown coal mining region in the north -west. In
the year ended December 31, 2016, our coal-fired power plants in the Czech Republic generated 28,149 GWh of
electricity, representing 46.0% of our total electricity generated. Our coal-fired power plants in the Czech Republic
accounted for 31.7% of our total installed capacity as of December 31, 2016.

The following table sets forth certain informationregarding our coal-fired power plants in the Czech Republic
as of December 31, 2016.

Plant Type of Installed capacity  Start of operation Desulphuri  Generation
Coal (MW) zation licenses valid until
Détmarovice  Black/brown 4 x 200 1975 - 1976 1998 February 2, 2038
Ledvice I Brown 2x 110 1966 1996 September 6, 2026
Ledvice HlI Brown 1x110 1968 1998 September 6, 2026
Mélnik II Brown 2x 110 1971 1998 September 6, 2026
Mélnik 11T Brown 1x 500 1981 1998 September 6, 2026
Pocerady Brown 5x 200 1970 — 1971, 1977 1994, 1996  October 1, 2037
Prunéiov I Brown 4x 110 1967 — 1968 1995 September 6, 2026
Prunéfov IV Brown 3x 250 1981 — 1982 1996 September 6, 2026
comprehensive retrofit
2012-2016
Tisova 1I? Brown 1x 105 1961 1997 October 1, 2040
Tusimice 11 Brown 4 x 200 1974 — 1975, 1997 September 6, 2026
comprehensive retrofit
2007-2012
Total installed capacity 4,945

@ License expiration of two unitswith capacity of 2 x 215MW (originally 210 MW temporarily increasedto 215 MW during 2016)
as of December 31, 2016 and retrofit of three remaining units.

@ on January 2, 2017, we sold our shares in Elektarna Tisova, a.s., an operating company for the Tisova power plant, to
Sokolovska uhelna, pravni nastupce, a.s.

As of December 31, 2016, we also ownedand operated a number of heat plants in the Czech Republic with
totalinstalled capacity of 876.7 MW. Heat is also a by -product of the generation of electricity by our coal-fired power
plants and gas-fired power plants operated under a joint venture agreement in Turkey. Heat supplied by our power
plants in the Czech Republic is sold to municipalities, district heating companies and industrial consumers. Heat is
suppliedto customers through steanvhot water pipelines that are owned and operated by us and third parties. In the year
ended December 31, 2016, our coal-fired power plants and heat plants in the Czech Republic supplied 18,196 TJ of
heat representing an increase of 936 TJ, or 5.4%, from 17,260 TJ in the year ended December 31, 2015. The increase
was predominantly caused by colder weather during the heatingseason (i.e., in the period from January to May 2016,
and September to December 2016).
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Our coal-fired power plants havea diversified age profile which is affected by various factors including the
availability of coal. We have a schedule of regular repairs and overhauls for our coal-fired power plants. Since
January 1, 1999, all of our coal-fired power plants in the Czech Republic have complied with the requirements of the
Czech Acton Air. Since December 31, 2003, fluidized-bed boiler (atypeofboiler that reduces the content of sulphur
dioxide emissions in the flue gasses during the combustion process) or flue-gas desulphurization (flue stack technology
which reduces sulphur dioxide contentin power plant emissions) equipment has been installed on entirely all of our
coal-fired power plantsandwe have alsoinstalled or refurbished precipitators (which reduce emissions ofash) on all of
our coal-fired power plants in the Czech Republic.

In the year ended December 31, 2016, our coal-fired power plants in the Czech Republic consumed 23.3
million tons of brown coal and 1.3 million tons of black coal. For information on our coal mining activities and
purchases of coal fromthird parties, pleasesee “OurBusiness—Coal Mining” and “Fuel—Coal.” Our coal-fired power
plants in the Czech Republic were assigned approximately 10.9 million tons of CO, emission allowances for the year
ended December 31, 2016. For additional information on CO, emission allowances and the allocation of CO, emission
allowances, please see “Regulation—Czech Republic—Carbon Compliance (Emission Allowances) — Allocation of
emission allowances during phase I11” and “—Czech —Emission Allowances Act”.

Biomass in the formof wood chip, straw and pellets is combusted in our coal-fired power plants and heat
plants in the Czech Republic. In the Czech Republic, we also own and operate one small heat plant that only burns
biomass. Within our portfolio of renewable sources in the Czech Republic, biomass is the second most significant
element after water fromthe perspective of electricity generated. In the year ended December 31, 2016, we burned
626,638 tons of biomass in our power and heat plants in the Czech Republic.

As part of our investment program to replace older power plants in the Czech Republic with new, more
efficient and cleaner power plants, we are about to finish the construction of a new 660 MW unit at our Ledvice
coal-fired power plant (with an expectedservice life of 40 years) which is currently in testing operation. In 2007, we
also started work in connection with the renewal of four 200 MW units at our Tuimice II coal-fired power plant. Two
units were completed in 2010, one unit was completed in 2011 and the remaining unit, was completed in June 2012.
The renewal programextended theservice life ofthe Tu§imice I coal-fired power plant until 2035. In addition, in 2016
we completed therenewal of three 250 MW units at the Prunéiov coal-fired power plant (with an expected service life
of 25 years).

Poland.

We own and operatetwo black coal-fired power plants located in the southern region of Poland, the Chorzéw
(formerly called Elcho) power plant with installed capacity of 238.4 MW and the Skawina power plant with installed
capacity of440 MW as of December 31, 2016. The Elcho power plant started operating in 2003. The Skawina power
plant started operatingin 1957 and was desulfurized in 2008. A license is necessary in order to generate electricity in
Poland, which is issued by the Polish Energy Regulatory Office. The licenses of the Chorzw power plant and the
Skawina power plant forthe generation of electricity and heat expire on December 31, 2023 and December 31, 2025,
respectively.

In the year ended December 31, 2016, our coal-fired power plants in Poland generated 2,540 GWh of
electricity, representing 4.2% of our total electricity generated. In the same year, our power plants in Poland generated
5,825 TJ of heat.

In the yearended December 31, 2016, our coal-fired power plants in Poland consumed 1,417 thousand tons of
black coal and 250 thousand tons of biomass and emitted approximately 2.7 million tons of CO, emissions.

Bulgaria.

We own the Varna coal-fired power plant in Bulgaria. The Varna coal-fired power plant commenced
operations in 1968-1969 and has notbeen desulfurized (the process of removing sulphur dioxide (SO,) fromexhaust flue
gases of fossil-fuel power plants). A license is necessary in orderto generate electricity in Bulgaria, which is issued by
the Energy and Water Regulatory Commission. According to the Integrated Pollution Prevention and Control (“IPPC”)
permit the Varna coal-fired power plant must have been desulfurized by the end of 2014 to be able to continue its
operation.
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On January 1, 2015, operation of the Varna power plant was suspended due to economic reasons. The
situation in Bulgaria’s energy sector and the current Bulgarian energy regulations do not allow the CEZ Group to
generatea positive return oninvestmentwhile carrying outthe necessary refurbishments ofthe Varna power plant. We
are currently negotiating with third parties interested in leasing or buying the Varna power plant.

Nuclear power generation

Czech Republic. We own and operate two nuclear power plants in the Czech Republic, the Dukovany nuclear
power plant and the Temelin nuclear power plant. In the year ended December 31, 2016, nuclear power generation
accounted for approximately 39.4% of our total electricity generated, as compared to 44.1% in the year ended
December 31, 2015. In the yearended December 31,2016, our nuclear power plants accounted for 27.5% of our total
installed capacity.

The following table sets forth certain information regarding our nuclear-powered plants as of December 31,

2016.

Plant Installed capacity (MW) Start of operation

Dukovany 4 x 510; 1985-1987, reconstruction in 2009, 2010, 2011, and
2012

Temelin 2x 1,125 2002-2003

Total installed capacity 4,290

Dukovany nuclear power plant. The constructionof the Dukovany nuclear power plant commenced in 1979
and its four units became operational between May 1985 and July 1987. The power plant uses four Soviet designed
VVER 440-V213 reactors with a total installed capacity of 2,040 MW. Outside Russia, such reactors are in operation in
the Czech Republic, Finland, Hungary, Ukraine, Bulgaria and the Slovak Republic. The VWER 440-V213 reactors
have proven to be robust and easy to operate with substantial safety margins, as demonstrated by the strong
operational and safety performance of the reactors in such countries. The design of a VWER plant is generally
considered to be identical to the design of PWR plants which are based on U.S. technology (in which water also acts
as the moderator and the coolant) and which are the mostcommon reactor type used commercially around the world.

Overthe past years, we have improved the safety features of the Dukovany nuclear power plantin accordance
with the requirements of SONS. As part of our modernization program, we have also been progressively implementing
recommendations resulting fromdomestic and foreign technical audits, including recommendations by the IAEA. In
2011, are-certification audits ofthe Dukovany nuclear power plant were successfully completed by the State Office of
Occupational Health and Safety and Environmental Safety Management Company (ISO 14001 certification).

Anotherkey project at the Dukovany nuclear power plant is the Long-Term-Operation (“LTO”) project. The
goal of the LTO project is to prepare the Dukovany nuclear power plant to operate beyond its original designed
lifespan. Theaimis to secure the license for operation of the Dukovany nuclear power plantafter 2015 in case of Unit
1, after 2016 in case of Unit 2 and after 2017 in case of Units 3and 4. The projected lifetime of the Dukovany nuclear
power plant was 30 years, although it may be possible to extend the projected lifetime by up to an additional 20-30
years basedon the level of usage. SONS grants operating licenses thatare renewable upon application. On March 30,
2016 the license of Unit 1 has been extended for an indefinite period subject to fulfilment of certain operational
conditions. In August 2016 the license of Unit 2 has been extended until July 10, 2017 and in January 2017 we have
applied forits furtherextension. Units 3and 4 are being prepared for extension of their licenses beyond 2017 as well.

The following table sets forth the status of our licenses at the Dukovany nuclear power plantas of the date of
this Base Prospectus.

Unit License valid from License valid until / Extended until
1 January 1, 2006 indefinite

2 January 1, 2007 July 10, 2017

3 January 1, 2008 December 31, 2017

4 January 1, 2008 December 31, 2017

In 2014, the Dukovany nuclear power plant was visited by several international experts including WANO
(World Association of Nuclear Operators) Technical Support mission in May 2014 and six experts from leading
Japanese nuclear companies and organizations to share good practices in the storage of highly radioactive waste. In
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September 2016, the Dukovany nuclear power plant successfully completed SAFEGUARD Dukovany 2016 training
which focused oncollaboration between the Czech Army, Czech Police, and CEZ when ensuring the power plant’s
external safety. In April 2017, the Dukovany nuclear power plant was reviewed by the WANO and, for the first time,
evaluated against a new versionof W ANO’s standard, Performance Objectives and Criteria. In course of the WANO
mission ateamof international experts identified nine areas forimprovement. The Dukovany nuclear power plant has
already been working to improve most of the identified areas, including supervision over contractors, human
performance quality, human performance tool, inspection activities or exclusion of foreign materials. The WANO
mission also pointed out two good practices transferable from the Dukovany nuclear power plant to other nuclear
power plants.

In the second half of 2015, operation of Units 1, 2 and 3 of the Dukovany nuclear power plant was
unexpectedly suspended because of the license extension process (in the case of Unit 1) and because of the welds
control (in the case of Unit 1, Unit 2 and Unit 3) which was necessary to undertake since the X-ray images ofthe welds
were found to be of low-quality. In 2016, the welds control continuedand thus extended the length of the scheduled
outages of Units 2,3 and 4 of the Dukovany nuclear power plant. Therefore, electricity generation of the Dukovany
nuclear power plantwas below expectations and generated 11.95 TWh of electricity in the year ended December 31,
2016, representinga decrease of 0.65 TWh, or5.2% from 12.61 TWh in the yearended December 31, 2015. The welds
control will continue for an extended period during the scheduled outages in 2017.

Temelin nuclear power plant. The construction of the Temelin nuclear power plant commenced in 1987.
Following the fall of the Communist regime in 1989, completion ofthe Temelin nuclear power plantbecame a political
issue and the government stopped construction of Unit 3and Unit 4. In March 1993, the government approved the
completion oftwo units, out of four units originally planned, and at the same time ordered a fundamental change in
the designofthe power plant, primarily to enhance operational safety. This change consisted of adapting the Soviet
plant technology to function with Western instrumentation and control systems. The adaptation of U.S. technology to
the original Soviet plant construction was supplied by The Westinghouse Electricity Company LLC. It was the first
such adaptation of its kind and as aresult of extensive design and construction changes, the estimated completion date
for the Temelin nuclear power plant was delayed several times. In July 2000, the Unit 1 reactor was loaded with
nuclearfueland started upon October 11,2000 and it generatedits first kilowatt-hour of electricity on December 21,
2000. On December 29, 2002, electricity was generated for the first time from Unit 2.

In September 2010, a new spent fuel storage facility became operational on a trial basis andthe first spent fuel
containerwas loaded to the prepared temporary storage. Fuel from Unit 1 was replaced with Russian TVEL fuel. A
year later, the same change was also made at Unit 2. In 2012, our “Safely 15 Tera” project, which focused on
improving available capacity and reducing equipment failure rates, was successfully completed and the Temelin
nuclear power plant generated an annual total of 15 TWh of electricity for the first time in its history. Project results
continued to positively influence the generation also in 2013 and 2014, when the Temelin nuclear power plant
generated 15.065 TWh and 14.95 TWh of electricity, respectively, being the second and the third highest annual
electricity production in the lifetime of the Temelin nuclear power plant. In 2015, operation of the Temelin nuclear
power plant was partially suspended due to the extended scheduled maintenance outage of Unit 2 and three minor
operationoutages, two in respect of Unit 2and one in respect of Unit 1. In 2016, generationwas influenced by outages
of both units thatwere longer than expected due to unforeseen works. In case of Unit 1, the outage was influenced by
the weld controls, and in case of Unit 2, the outagewas extended dueto a turbineoil glands fault and replacement. Asa
consequence, electricity generation ofthe Temelin nuclear power plantwas 12.1 TWh of electricity in the year ended
December 31, 2016, representing a decrease of 2.1 TWh, or 17.4%, from 14.2 TWh in the year ended December 31,
2015.

The projected lifetime of the Temelin nuclear power plant is 40 years, although it is technically possible to
extend the projected lifetime by an additional 20 years. SONS grants operating licenses that are renewable upon
application. On October 7, 2010, before the original ten-year license expired on October 11, 2010, we obtained a
license from SONS to operate Unit 1 ofthe Temelin nuclear power plant fora furtherten -year period. In order to obtain
the license, regular evaluations of the plant’s safety are carried out. These evaluations involve checks on whether the
power plant has been, is and will be for at least anotherten years, safely operated. The license contains operational
conditions stipulated by SONS.

The following table sets forth thestatus of licenses at the Temelin nuclear power plant as of the date of this
Base Prospectus.
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Unit License valid from License valid until

1 October 11, 2010 October 12, 2020
2 June 1, 2012 May 31, 2022

New Nuclear Sources. In compliance with the USEP and its follow-up document the NAP NE, we are taking
necessary stepsto be able to build new nuclear units at both Dukovany and Temelin sites by the deadline stipulated by
the NAP NE, should thedecisionto build the new units betaken while minimizing the necessary cost. As of October 1,
2016, the projects of newunits have been spun offinto two separate companies owned by CEZ — Elektrarna Dukovany
Il and Elektrarna Temelin I1.

Decommissioning of the nuclear power plants. Pursuant to the Czech Nuclear Act 2016, we will be
responsible for decommissioning each of our nuclear power plants. We are providing funds for the future costs of
decommissioning our nuclear power plants on a straight-line basis over the operating life of the relevantnuclear power
plant. Total decommissioning costs are currently estimated to be CZK 22.4 billion for the Dukovany nuclear power
plantand CZK 18.4 billion for the Temelin nuclear power plant. These decommissioning costestimations are submitted
for verification to the Czech Repository Authority andit is assumed that the end ofthe nuclear power plants’ operating
life will be 2035 in case of Dukovany nuclear plant and 2042 in case of Temelin nuclear power plant. In order to
accumulate an adequateamountof funds tocover the ultimate costs of decommissioning of the plants after their useful
life, we periodically review the decommissioning cost estimates and update our decommissioning provisions. The last
updates of decommissioning costs for the Dukovany and Temelin nuclear power plants were in 2013 and 2014,
respectively.

To cover the costs of decommissioning, we are required by the Czech Nuclear Act 2016 to contribute to
special nuclearescrowaccounts. In 2016 and 2015, the payments to the nuclear escrow accounts amounted to CZK
408.5 million and CZK 408.5 million, respectively. As of December 31, 2016, restricted funds representing
accumulated provision for the decommissioning of all nuclear facilities owned by CEZ totalled CZK 12,988 million,
representing an increase of CZK 632 million or 5%, from CZK 12,356 million as of December 31, 2015. These
restricted funds are shown in the balancesheet of ouraudited consolidated financial statements, included elsewhere in
this Base Prospectus, under “non-current financial assets.” We have established provisions to recognize our estimated
liabilities for nuclear decommissioning of all facilities owned by CEZ in the formof an accounting reserve, whichas of
December 31,2016 amountedto CZK 18,602 million, representing a decrease of CZK 656 million, or 3.4%, from CZK
19,258 million as of December 31, 2015.

Gas-fired power generation

Czech Republic. In October 2014, we completed the construction of the Pocerady gas-fired power plant with
the installed capacity of 844.9 MW and an expected life of 30 years. With effect from December 1, 2014, Pocerady
gas-fired power plant is licensed to produce electricity. On December 19, 2014, the Czech Ministry of Industry granted
its final approvalto the construction. In the yearended December 31, 2016, Poderady gas-fired power plant generated
1,813 GWh of electricity, representing an increase of 1,271 GWh, or 234.5%, from 542 GWh in the year ended
December 31, 2015.

Turkey. In 2014, we successfully commissionedall (two gas and one steam) turbines of the new Turkish gas -
fired power plant in Egemer with a total installed capacity of 904 MW and a servicelife of 30 years, in which we have
an interest pursuant to a joint venture arrangements with the Akkok Group. Our interests in these joint venture
arrangements are not fully consolidated and therefore are not included in the calculations of our total electricity
generation and our total installed capacity.

Hydroelectric power generation

Czech Republic. We ownand operate 35 hydroelectric power plants in the Czech Republic, comprising seven
accumulation power plants, three pumped storage hydro power plants and 25 small-scale hydro power plants. In the
year ended December 31, 2016, our hydroelectric power plants in the Czech Republic generated 2,243 GWh of
electricity, representingapproximately 3.7% of our total electricity generated, compared to 3.5% for the year ended
December 31, 2015. Ourhydroelectric power plants in the Czech Republic accounted for 14.4% of our total installed
capacity as of December 31, 2016.
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The following table sets forth certain information regarding our hydroelectric power plants in the Czech

Republic as of December 31, 2016.

Plant

Kamyk

Lipno |

Orlik

Slapy

Stiekov
Stéchovice I
Vrané

Brno — Kninicky
Brno — Komin
Cenikova pila
Cerné jezero
Dlouhé Strané 11
Hnévkovice
Hradec Kralové
Hracholusky
Kofensko I
Kofensko II

Les Kralovstvi
Lipno Il

Mélnik
Mohelno
Obfistvi
Pardubice
Pastviny

Plzenn — Bukovec
Pracov
Predmefice nad Labem
Prelouc

Spaélov
Spytihnév
Wdra

Zelina

Dalesice
Dlouhé Strané I
Stéchovice 11

Total installed capacity

Installed
capacity (MW)
4x 10

2x60

4x91

3x 48

3x6.5
2x11.25
2X6.94

1x31

1x 0.106; 1 x 0.140
1x 0.096

1x1.5; 1x0.04; 1x0.37
1x0.163
2x4.8

3x0.25

1x 255

2x1.9

1x0.94
2x1.105
1x15

1x 0.59
1x1.2;1x0.56
2x 1.679
1x1.998

1x3

2x0.315
1x9.75

1x26

2x0.68; 2 x0.49
2x1.2

2X2

2x3.2
2x0.315

3x120; 1x 115
2x 325
1x 45

1,960.2

Type of plant
Accumulation
Accumulation
Accumulation
Accumulation
Accumulation
Accumulation
Accumulation
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro
Small Hydro

Pump Storage
Pump Storage
Pump Storage

Start of operation
1961

1959

1961 — 1962

1954 — 1955

1936

1943 — 1944

1936

1941

1923, reconstruction 2008
1912

1930, 2004, 2005

2000

1992

1926

1964

1992

2000

1923, reconstruction 2005
1957

2010

1977, 1999

1995

1978, reconstruction during 2012
1938, reconstruction 2003
2007

1953, reconstruction 2001
1953, reconstruction 2009
1927, reconstruction 2005
1926, reconstruction 1999
1951, reconstruction 2009
1939

1994

1978
1996
1947 — 1949, reconstruction 1996

Ten of our hydroelectric plants are situated on dams on the Vitava river in the Czech Republic creating a
cascadeoperation (the Vitava Cascade) controlled by a central control system. The dams and related waterworks used
by our hydroelectric power plants are owned by the relevant river-basin administrators with whom we have an
agreement, although we own the Zelina, Cetikova Pila, Plzeii-Bukovec and Vydra dams and related waterworks.

Hydroelectric power plants have a high degree of flexibility in the regulation of their output. The ability to
controlhydroelectric power plants centrally permits the hydroelectric plants to commence operation rapidly thereby
facilitating the regulation of electricity output. Neither conventional storage nor pump storage hydroelectric power
plants release polluting emissions into the atmosphere. These plants also represent an inexpensive source of
electricity, particularly in periods of peak demand. In addition, pump storage power plants allowthe productive use of
excess electricity generated by base load plants by operating storage pumps in periods of low demand. Further
developmentofhydroelectric power generation in the Czech Republic is limited by the topographyand as a result we
do not currently expect to construct any new hydroelectric power plants in the Czech Republic.

Our hydroelectric power plants may sustain damage in floods. In 1997, one of our hydroelectric power plants

124



suffered minor damage caused by floodingandin 2002, sevenout of nineof our hydroelectric power plants located on
the Vitava river were damaged by floods. This damage was covered by our insurance.

Poland. We ownand operate two small hydroelectric power plants in Poland with total installed capacity of
2.5 MW. The Skawinka hydroelectric power plant was built in 1961 and is located in the territory of our Skawina
coal-fired power plant. In 2013, we completed construction of the Borek Szlachecki small hydroelectric power plant
which is also located in the territory of the Skawina coal-fired power plant. In the year ended December 31, 2016,
these two hydro power plants generated 11 GWh of electricity.

Romania. We own and operate four small hydroelectric power plants in Romania operated by our wholly
owned subsidiary TMK Hydroenergy Power S.R.L. All four power plants are located in the south-west part of
Romania in Karas-Severin county, near the city of Resita. Refurbishmentofthe power plant was initiated in July 2012
and completed in December 2013, as aresult of which the total installed capacity of the plants was increased to 21.984
MW. In the year ended December 31, 2016, the four hydroelectric power plants generated 92 GWh of electricity.

Turkey. Wehave ajoint ventureinterestin 7 hydroelectric power plants located in Turkey with total installed
capacity of 288.9 MW as of December 31, 2016. Ourinterestis not fully consolidated and therefore is not included in
the calculations of our total installed capacity and our total electricity generation.

Solar power generation

Czech Republic. As of December 31, 2016, we owned and operated 12 solar power plants in the Czech
Republic, with total installed capacity of 125.2 MW. In the year ended December 31, 2016, our solar power plants in
the Czech Republic generated 126 GWh of electricity.

All of oursolar power plants in the Czech Republic are located in regions where the conditions are suitable for
solar generation. The Vranovské Ves, Zabéice, Hrugovany nad Jevisovkou and Panov solar power plants are situated in
the southernmost part of the region of South Moravia which is generally the sunniest region in the Czech Republic,
with the highest average number of days of sun. The majority of oursolar power plants started operating in 2009 and
2010 (please see also“Description of the Issuer—Legal Proceedings— The investigations by police in the Czech
Republic™).

There was asignificant increase in the number of newly connected renewable sources of electricity in the
Czech Republic in 2009, primarily due to state support (mandatory purchasing and bonuses) for generation of
electricity from renewable sources of energy. In particular, solar power generation increased, primarily due to a
significantdecrease in the costof solar (photovoltaic) technology. However, dueto legislative amendments in the area of
support forgeneration of electricity fromrenewable sources in 2010, the conditions for supporting solar power plants
ceased to be as favourable compared to previous years andthe trend towards rapid growthin the number of new solar
generationinstallations, seenin 2009 and especially in 2010, did not continue. In 2012, the market recorded a mod erate
reboundin the segmentofsmall roof-top solar installation (up to 5kWp) still benefiting fromstate support and further
decrease in the cost of solar (photovoltaic) technology.

Bulgaria. In Bulgaria we own a photovoltaic power plant Oreshets, operated by our wholly owned subsidiary
Free Energy Project Oreshets EAD. The plant was commissioned upon its completion in 2012 and in the year ended
December 31, 2016, it generated 6 GWh of electricity.

Wind power generation

Czech Republic. We own and operate two wind power plants in the Czech Republic with total installed capacity
of 8.2 MW. In the year ended December 31, 2016, these wind power plants generated 6 GWh of electricity.

Poland. Since 2011, we have been developing a number of wind farm projects in the various locations in
Poland through our 100% shareholding interest in Eco-Wind Construction S.A., a Polish wind farm developer.

In July 2016, the new Polish wind farminvestmentlaw enteredinto force. Such law has adverse consequences
for developmentofourwind farms in Poland. Pursuant to the new law, inter alia, (i) wind turbines must be situated
away fromresidentialand non-residential areas including natural reserves at a distance of equal to, or exceeding, ten
times theirtotal height, (ii) wind turbines are subject to higher real estatetaxes to be paid by the wind farm operators,
and (iii) technicalandsafety conditions of wind turbines are subject toreview by Polish governmental authorities every
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two years and operators will be required to pay a substantial fee for this regulatory review in the amount of 1% of the
wind turbines construction costs.

In addition, a new Polish law on renewable energy sources was adopted which introduced a new auction
mechanismfor granting the subsidies. The mechanismis set sothatthe highest subsidy would begranted to the stable
and predictable sources, and thus wind power electricity generation will be the least subsidized renewable energy
sources which may have an adverse effect on development of our wind farms in Poland.

Because of these adverse regulatory changes, development of four projects has been suspended and
development of three other projects continues with the intention of their sale, rather than implementation. Currently, we
are proceedingwith the developmentoftwo projects with theintention of theirimplementation. First, the construction
of Project Krasin, our most advanced project, is dependent on the date and result of the auction in respect of the
technological basket for wind energy. The auction is currently expected to take place in the fourth quarter of 2017.
Secondly, we also anticipate construction of the second project, Biskupiec stage 1.

We recognized valuation allowance of CZK 9 million with respect to our Polish wind power farms in 2015
and CZK 671 million in 2016.

Germany. In December 2016, we acquired a wind farm with total installed capacity of 12.8 MW located in
southwest Germany, benefiting froma 20-year feed-in tariff. In December 2016, we also acquireda portfolio of 8 wind
farms with total installed capacity of 85.25 MW located in northern Germany, benefiting froma 20-year feed-in tariff.
Our German wind farms have generated 24.8 GWh of electricity since theiracquisition. Our operations in Germany are
notincludedin ourresults as of December 31, 2016 since the time period between the acquisitions of the farms and
accounting closing date was insignificant.

Romania. We own and operate twowind power plants in Fantanele and one wind power plant in Cogealac,
Romania. The Fantanele and Cogealac power plants generated 1,159 GWh of electricity in the year ended December
31, 2016, representingapproximately 1.9% of ourtotal electricity generated in the year ended December 31, 2016. As
of December 31, 2016, the 139 wind turbines ofthe Fantanele power plants had a total installed capacity of 347.5 MW
and accountedfor 2.2% of ourtotal installed capacity. As of December 31, 2016, the 101 wind turbines ofthe Cogealac
power plant had a total installed capacity of 252.5 MW and accounted for 1.6% of our total installed capacity.

Until 2013, our Romanian wind farms were authorized to receive two green certificates for each MWh of
electricity generated. The support scheme also laid down (i) the mandatory price range for the green ce rtificates
between EUR 27 and EUR 55 to guarantee to the electricity producers a certain minimum level of revenue, and (ii)
obligation of electricity suppliers to acquire annually a certain number of green certificates determined for each year by
ANRE.

Under E.U. and Romanian law, allocation of green certificates to each project with generation capacity
exceeding 125 MW was required to be approved by the E.U. Commission froma state aid perspective. We filed the
notifications in respect of our Cogealac wind farm(with a generation capacity of 252.5 MW) and Fantanele Vest wind
farm (with a generation capacity of 262.5 MW) in the form required by Romanian law and within the statutory deadline
in January 2012. Until obtaining ofan approval by E.U. Commission, we received a temporary two-year allocation of
two green certificates, which expired in 2013 in case of the Fantanele Vest wind farm and in 2014 in case of the
Cogealac wind farm.

In 2013, the Romanian government approveda decree onpromotion of renewable energy sources by which
the support scheme for renewable energy sources was significantly reduced in detriment to operators of Romanian wind
farms, thus having a negative impact on their business. As a result, producers of electricity fromwind, although still
entitled to receive two green certificates foreach MWh of electricity generated, were now only allowed to sell on the
market one ofthe two green certificates received for each MWh of the electricity generated. The restriction on trading
with the second green certificate was expected to expire at the end of 2017, however, the new rules for allocation of
green certificates were amended in 2015 (as further described below). The governmental decree also provided for an
earlier expiration ofthe green certificate’s validity. The Romanian government also decreased the number of green
certificates to be mandatorily acquired by Romanian electricity suppliers. All these governmental actions decreased
green certificates’ market price to the statutory minimum. In addition, newtaxes were imposed on wind power plants.

In March 2014, the Romanian Government filed the request for approval of the amendments described in the
preceding paragraph to the renewables support scheme with the E.U. Commission in March 2014. As a result of such
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filing, the assessmentof our notifications in respect of Cogealac and Fantanele Vest wind farms by E.U. Commission
was suspended. Consequently, ourtemporary accreditations expired in 2013 in case of the Fantanele Vest wind farm
and 2014 in case of the Cogealac wind farm, therefore allocation of green certificates for electricity generation in
Cogealac and Fantanele Vest wind farms was suspended until 2015. The 2013 modification of the Romanian
renewables support was approved by the E.U. Commission in 2015.

In September 2015, following further changes in Romanian law regulating renewables support scheme, ANRE
approved a newtemporary accreditation forallocation of green certificates to the Cogealac and Fantanele Vest wind
farms. The temporary accreditation entitled each wind farmto receive one green certificate per MWh of electricity
produced. Thesecond green certificate remained deferred until 2018. Underthe 2015 changes in the legislation on the
renewables support scheme, we are entitled also to the green certificates that were not granted during the suspension
period from 2013 to 2015, although the recovery mechanismis still subject to political debate.

In 2016, the E.U. Commission approved our individual notification for Cogealac and Fantanele Vest wind
farms and, subsequently, on September 27, 2016 we received permanent accreditation for allocation of one green
certificate from ANRE. The second greencertificate is deferred until2018. Accordingly, the deferred green certificates
will beissued in the period between January 1, 2018 and December 31, 2025. The certificates that our wind farms were
supposed to receive during the period when their temporary accreditation expired are to be issued after the end of the
support scheme (in case of Cogealac, after 2027, and in case of Fantanele Vest, after 2025).

In March 2017, the Romanian government enacted Emergency Ordinance no. 24/2017, having a positive
impact on the Romanian regulatory scheme and introducing measures expected to eliminate the excess amount of the
issued green certificates currently on themarket. The ordinance hasimposed a duty on electricity sellers to purchase
annually a constant amountofgreen certificates forthe period of 15 years, commencing on April 1, 2017. In addition,
green certificates issued after April 1, 2017 are to be tradeable until March 31, 2032. Further, the mandatory price range
for green certificates has been increased to between 29.4 EUR/MWh and 35 EUR/MWh.

Fantanele Est, thesecond part ofthe Fantanele wind farmcomprising of 34 wind turbines with total installed
capacity of 85 MW, is not requiredto file a notification with the E.U. Commission and was granted an accreditation for
allocation of green certificates for 15 years.

We recognized impairment losses of CZK 2,295 million with respect to our Romanian wind power farms in
2015 and CZK 2,466 million in 2016.

Turkey. Pursuant to a joint venture arrangement with the Akkok Group (through whichwe have 37.36% stake
in one of Turkey’s largestprivately owned power producers, Akenerji Elektrik Uretim A.S.) we have interest in one
wind power plant located in Turkey with total installed capacity of 28.2 MW as of December 31, 2016. Our interest
underthis joint venturearrangement is not fully consolidated and therefore is not included in the calculations of our
total electricity generation and our total installed capacity.

Biomass combined heat and power generation
Bulgaria.

In 2015 we finalised the construction of BARA biomass combined heat and power plant (BCHP) in Bulgaria
with a total installed capacity of 1.7 MW, which is owned by our subsidiary Bara Group EOOD. The power plant has
not started operation yet due to the changes in Bulgaria’s system of promotion of renewable energy sources (the
amendment of the respective act abolished feed-in tariffs for electricity generation in biomass-firing power plants). We
do not expect the BARA BCHP to be put into operation in 2017.

Distribution of Electricity

Overview

In the Czech Republic, we distributedelectricity to more than 3.6 million connection points covering an area
of approximately 52 thousand square kilometres as of December 31, 2016, making us the largest of the three regional
distributors of electricity in the country. In addition, we are one ofthe largest of eightregional distribution companies
in Romania and we have majority interests in the principal distribution company in Bulgaria. In the year ended
December 31, 2016, we distributed a total of 50,637 GWh of electricity to end-consumers, of which 69.0% was
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distributedto end consumers in the Czech Republic, 18.4% was distributed to end-consumers in Bulgaria and 12.6%
was distributed to end-consumers in Romania.

The table belowsets forth certain information regarding the volume of electricity distributed by us (including
grid losses) in each of our principal markets in the year ended December 31, 2016.

For the year ended December 31, 2016

Distributed to end-

CONSUMETS Distributed to others Grid losses
(GWh) (%) (GWh) (%)  (GwWh) (%)
Czech Republic.................... 34,950 69.0 6,324 72.3 2,110 48.8
Bulgaria..........cocoevvveererrinnnns 9,306 184 - - 1,212 28.1
Romania.......ccceceeeeeeeenennnn. 6,381 12.6 2,419 21.7 998 23.1
Total....ccececccccceeiea, 50,637 100 8,743 100 4,320 100
@ Electricity distributed to others mainly includes electricity distributed to our distribution centres, specifically our power

plants for consumption by us.

As of December 31, 2016, we owned and operated 309,922 kilometres of high-, medium- and low-voltage
electricity distribution lines, 53% of which were in the Czech Republic. Ourdistribution grid losses were 4,320 GWh of
electricity in the year ended December 31, 2016, representing a decrease of 490 GWh, or 10.2%, from 4,810 GWh in
the year ended December 31, 2015.

Czech Republic

We distribute electricity in 9 of the 14 regions of the Czech Republic, namely Plzeii, Karlovy Vary, Usti nad
Labem, Central Bohemia, Liberec, Hradec Kralové, Pardubice, Olomouc, and Moravia-Silesia. In the year ended
December 31, 2016, we distributed 34,950 GWh of electricity to end-consumers making us the largest of the three
distribution companies in the Czech Republic, with a market share of approximately 65% of the total electricity
consumed in the regional distribution areas in the Czech Republic.

As of December 31, 2016, we owned and operated 163,680 kilometres of distribution lines in the Czech
Republic, of which 6% were high-voltage, 31% were medium-voltage and 63% were low-voltage. Our distribution grid
losses were 2,110 GWh of electricity in the year ended December 31, 2016, representing an increase of 56 GWh, or
2.7%, from 2,054 GWh in the year ended December 31, 2015.

Ourdistributionbusiness in the Czech Republic is regulated by the ERO. A license is necessary in order to
distribute electricity, which is issued by the ERO for an indefinite period of time since January 1, 2016. Under the
Czech Energy Act, the distribution licenses issued before January 1, 2016 for a definite period of time are to be
considered as issued for an indefinite period of time. Prices for distribution services are also regulated by the ERO.

Romania.

In the yearended December 31, 2016, we distributed 6,381 GWh of electricity to end-consumers making us
one of the largest of eight regional distribution companies in Romania. As of December 31, 2016, we distributed
electricity to approximately 1.44 million connection points in Romania. As of December 31, 2016 we had a market
share of approximately 14% according to our data. Our distribution grid losses in Romania were approximately 998
GWh of electricity in the year ended December 31, 2016, representing a decrease of 24 GWh, or 2.3% from 1,022
GWh in the year ended December 31, 2015.

Our distribution business in Romania is regulated by ANRE. A license is necessary in order to distribute
electricity, which is issued by ANRE fora maximum term of25 years. Our license for the distribution of electricity in
Romaniawas issued on April 29, 2002 and expires on April 28, 2027. Prices fordistributionservices are also regulated
by ANRE and are established annually.

In accordance with the regulatory requirement, our distribution company in Romania, CEZ Distributie, has
been renamed to Distributie Energie Oltenia S.A.
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Bulgaria.

We own a majority interest in the principal distribution company in Bulgaria. In the year ended December 31,
2016 we distributed 9,306 GWh of electricity to end-consumers. As of December 31, 2016, we distributed electricity to
approximately 2.1 million connectionpointsin Bulgaria and hada market share of approximately 31% accordingto our
data. Our distribution grid losses in Bulgaria were 1,212 GWh of electricity in the year ended December 31, 2016,
representing a decrease of 15 GWh, or 1.2%, from 1,227 GWh in the year ended December 31, 2015.

Our distribution business in Bulgaria is regulated by the Energy and Water Regulatory Commission. A license
is necessary in orderto distribute electricity, which is issued by the Energy and Water Regulatory Commission for a
maximum term of 35 years. Our license for the distribution of electricity in Bulgaria was issued on August 13,2004 and
expires on August 13, 2039. Prices for distribution services are also regulated by the Energy and Water Regulatory
Commission.

Forinformation on ourlocal disputes in Bulgaria, please see “Description ofthe Issuer—Legal Proceedings —
Bulgaria”.

Turkey.

In the yearended December 31, 2016, we distributed 8,705 GWh of electricity to end-consumers in Turkey
through Sakarya Elektrik Dagitim A.S., an unconsolidated entity owned under a joint venture arrangement,
representing an increase of 251 GWh, or 3.0%, from 8,454 GWh in the year ended December 31, 2015. Our Turkish
distribution business is operated under a joint venture arrangement which is not fully consolidated and therefore is not
included in the calculations of our total electricity distributed or our total electricity distributed to end-consumers.

Sale
Sale of Electricity

Our sales business sells electricity (procured by our trading business fromour generation business and the
wholesale market) to end-consumers in the Czech Republic, and, to a lesser extent, to end-consumers in Poland,
Bulgaria, Romania, Hungary and Slovakia. We are the largestsupplier of electricity in the Czech Republic in terms of
volume of electricity sold to end-consumers. In the yearended December 31, 2016, we sold 37,475 GWh of electricity
to end-consumers, of which 19,600 GWh, or 52.3%, was sold to end-consumers in the Czech Republic.

The table belowsets forththevolume of electricity sold broken-downby types of end-consumers in each of
our principal markets in the year ended December 31, 2016.

For the year enckd December 31,2016

Household Commercial Industrial Total

(GWh) (%) (GWh) (%) (GWh) (%) (GWh) (%)
Czech Republic.................... 7,211 54.1 2,248 435 10,141 53.5 19,600 52.3
Poland......c.occccviveeireeirren, - - 203 3.9 1,726 9.1 1,929 5.2
Bulgaria..........cccoevvrviireriinnnas 4,277 321 1,761 34.0 3,675 19.4 9,713 25.9
ROMANIA.......overierrrerieriennns 1,704 12.8 850 16.4 815 4.3 3,369 9.0
(@] 12121 (A 136 1.0 114 2.2 2,614 13.7 2,864 7.6
Total....ccooveeeeeeeeeeee e 13,328 100 5,176 100 18,971 100 37,475 100

Czech Republic

In the year ended December 31, 2016, we sold 19,600 GWh of electricity to end-consumers in the Czech
Republic, or 32% ofthe total net electricity consumed in the Czech Republic, representinga slight decrease compared
to approximately 19,833 GWh of electricity in the year ended December 31, 2015. Sale of electricity is achieved
mainly through our subsidiary CEZ Prodej, s.r.0.

Developments in the Czech market correspond to the developments in European markets in the period
following the energy market liberalization. In the years preceding 2010, the liberalization of the electricity market did
not have asignificanteffect on the commercialand household segment. However, starting in 2010, market participants
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followed in the footsteps of companies participating in other European markets and began to intensely compete for
these customers aswell. A key role was played by smaller suppliers who increasingly used door-to-door sales. In 2016,
almost 360,000 customers changed their electricity suppliers. A key role was played by the termination of the firs t wave of
fixed contracts which were widely used by energy suppliers in order to stabilize their market portfolio. As the market
competitionremains at a high level, we expect the trend of customers changing their electricity suppliers to continue in a
stabilized manner.

The sale ofelectricity in the Czech Republic is regulated by the Czech Energy Act and the ERO. A license is
necessary in orderto sell electricity, which is issued by the ERO for a maximum of five years. Our license for the sale
(and trading) of electricity in the Czech Republic was issued on September 2, 2010 and extended by the ERO by five
years until September 1, 2020. The price of electricity comprises two amounts: the regulated amount, to cover
transmission, distribution and systemservices, and the unregulated amount, which is for the sale of the electricity itself.

Romania.

In the year ended December 31, 2016, we sold 3,369 GWh of electricity to end-consumers in Romania,
representinga decrease of 2.9% compared to the year ended December 31, 2015. In the yearended December 31, 2016,
we sold 815 GWh of electricity to industrial customers, 850 GWh of electricity to commercial customers and we sold
the remaining 1,704 GWh ofelectricity to household customers, representing 2.2%, 2.3% and 4.5%, respectively, of our
total sales of electricity toend-consumers. Our market share of sales to end-consumers in Romania as of November 30,
2016 was approximately 7% according to our data.

The sale ofelectricity in Romania is regulated by ANRE. A license is necessary in order to sell electricity in
Romania, which is issued by the Romanian Energy Regulatory Authority for a maximum term of ten years. Our
previous license forthe sale of electricity in Romania was issued on March 15, 2007 and expired on March 14, 2017.
Currently we are operating under a new license issued on March 15, 2017 for a period of 10 years. The price of
electricity on the unregulated market in Romania is unregulated and freely negotiable between market participants,
except for the price of electricity supplied by default suppliers and last resort suppliers.

Bulgaria.

In the year ended December 31, 2016, we sold 9,713 GWh of electricity to end-consumers in Bulgaria,
representing an increase of 0.3% compared to the year ended December 31, 2015. In the year ended December 31,
2016, we sold 3,675 GWh of electricity to industrial customers, 1,761 GWh of electricity to commercial customersand
we sold the remaining 4,277 GWh of electricity to household customers, representing 9.8%, 4.7% and 11.4%,
respectively, of ourtotal sales to end-consumers. Our market share of sales to end-consumers in Bulgaria in the year
ended December 31, 2016, was approximately 34% according to our data.

The sale of electricity in Bulgaria is regulated by the Energy and Water Regulatory Commission. A license is
necessary in orderto sell electricity in Bulgaria, which is issued by the Energy and Water Regulatory Commission. Our
license forthe sale of electricity in Bulgaria was issued on November 29, 2006 and expires on August 13, 2039. The
price of electricity in Bulgaria’s regulated market is regulated by the Energy and Water Regulatory Commission.

On March 19, 2014, the KEVR initiated license revocation proceedings in respectof the electricity sale license
held by CEZ Elektro Bulgaria AD, based on the alleged delayed payments of CEZ Elektro Bulgaria AD to NEK, a
Bulgarian producer of electricity, amounting to BGN 63.7 million (approximately CZK 880 million). There are no
grounds for the license revocation proceedings and CEZ Elektro Bulgaria AD is taking action to prevent such
revocation. On July 12, 2016, CEZ commenced international investment arbitration proceedings before the
International Centre for Settlement of Investment Disputes against the Republic of Bulgaria on the grounds of
Bulgaria’s failure to adhere to investment protection provisions of the Energy Charter Treaty. For information on our
disputes in Bulgaria, please see “Description of the Issuer— Legal Proceedings — Bulgaria”.

Turkey. In Turkey, we sold 8,918 GWh of electricity to end-consumers in the year ended December 31, 2016
through SakaryaElektrik Perakende Satis A.S. (“SEPAS”), the retail company, established in 2012 for the purpose of
selling electricity to tariff and non-tariff eligible customers. The distribution of electricity is done by Sakarya Elektrik
Dagitim A.S. (“SEDAS”). Our Turkish sales business is operated under a joint venture arrangement which is not fully
consolidatedandtherefore our sales of electricity toend-consumers in Turkey are not included in the calculations of
our total electricity sold to end-consumers or our total electricity sold by type of end-consumer.

130



Gas and Heat Supply to End-Consumers

We started to supply gasto industrialand commercial customers in the Czech Republic in August 2009 and
gas to ourhousehold customers in the Czech Republic in June 2010. We started to supply gas to end-consumers in
Slovakiain 2011. In the yearended December 31, 2016, we supplied 8,139 GWh of gas to the customers outside of the
CEZ Group, which represents an increase of 19% compared to 6,824 GWh in the year ended December 31, 2015.

In the year ended December 31, 2016, we supplied 24,022 TJ of heat to the customers outside of the CEZ
Group, which represents an increase of 8% compared to 22,256 TJ in the year ended December 31, 2015.

Decentralised Energy Solutions

In 2014, we established anew company CEZ ESCO, a.s. as a wholly owned subsidiary of CEZ, a. s., which
consolidated our capacities within the area of energy savings, decentralised energy sources, lighting and other energy
services. CEZ ESCO, a.s.focuses on providing products and services to large undertakings, SMEs and the public
sectorand offers comprehensive energy solutions on a decentralised basis with emphasis on new technologies, energy
efficiency and integrated solutions. Individual products andservices are supplied through several companies that are
continually being integrated into the CEZ ESCO Group — CEZ Energo, s.r.0., CEZ Energetické sluzby, s.r.0., EVC
s.r.0., ENESA a.s. and others, as subsidiaries of CEZ ESCO, a.s. (“CEZ ESCO Group”).

In the first half of 2016, CEZ Solarni has been acquired by CEZ ESCO from the German group of companies
Juwi and integrated into the CEZ ESCO Group. CEZ Solami is endowed with high competence in the field of
photovoltaic rooftop solutions as well as in the field of their optimal maintenance and operation.

In the second half of 2016, two other companies have been integrated into the CEZ ESCO Group —
EnergocentrumVitkovice, a supplier ofenergy to the large companies in the industrial Vitkovice area, and AZ Klima,
a company providing heating, ventilation and air conditioning solutions.

At the end of 2016, a new joint-venture, CEZ LDS, has been established by CEZ ESCO, a.s., focusing on
operation of local distribution systems (“LDS”) and related services.

Other Services

Since October 15, 2013, we also provide telecommunication services under the brand “Mobile from CEZ”
through our subsidiary CEZ Prodej, s.r.0. as a mobile virtual network operator in the network of 02 Czech Republic.
The servicesare available for all customers, not only our existing energy customers. We hold a valid license for the
provision of the above mentioned services.

In 2016, CEZ Prodejstarted to provide financing services in cooperation with the ESSOX financing company.
These services provide our customers with financing of new energy solutions for their households, general purpose
loans and credit cards.

Trading

Overview

Our trading activities encompass selling electricity generated by us on wholesale markets and to our sales
business; procuring on wholesale markets electricity sold by our sales business to end-consumers; and trading
electricity, E.U. emission allowances (“EUAs”), CER credits, natural gas and black coal in wholesale markets on our
own account.

The following table sets forth a breakdown ofthe volume of electricity purchasedandsold by us on wholesale
markets (including our netelectricity generated andtotal sales to end-consumers) for the years ended December 31,
2015 and 2016.
For the year ended December 31,

Change in 2016
2015 2016 compared to
2015

(GWh) (GWh) (%)
Wholesale trading in electricity:
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Electricity purchased on wholesale markets...........c..o...... 194,857 185,848 (4.6)

Electricity sold on wholesale markets.........c.cccocovverrennnee. (206,414) (198,709) 3.7
Balance of wholesale trading in electricity..........ccccovunnee (11,557) (12,861) 11.3
Electricity generated and sold to end-consumers:

Total electricity generated by US (Qr0SS)........coeeerererereeenss 60,917 61,132 0.4
Own consumption of electricity generated............cccccvuneee. (6,617) (6,476) (2.1)
Total electricity generated by us (Net)......cccccoervvrrereeenn 54,300 54,656 0.7
DiStriDULION 10SSES......cocvruriririieiririiieieieirreeisie e (4,810) (4,320) (10.2)
Electricity sold by us to end-Consumers...........cccocevevienes (37,933) (37,475) 1.2
Balance betweenelectricity generated by us and sold (11,557) (12,861) 113

tO OUT ENA-CONSUIMETS.....vviviieeieieeieeeete et eens

In the yearended December 31, 2015, we purchased a total of 232,790 GWh of electricity (194,857 GWh of
electricity on wholesale markets and 37,933 GWh of our electricity generated (net of own consumptionand distribution
losses)) and we sold a total of 244,347 GWh of electricity (206,414 GWh of electricity on wholesale markets and
37,933 GWh of electricity sold to end-consumers). In the year ended December 31, 2016, we purchased a total of
223,323 GWh of electricity (185,848 GWh of electricity on wholesale markets and 37,475 GWh of our electricity
generated (netofown consumptionanddistribution losses)) and we sold a total of 236,184 GWh of electricity (198,709
GWh of electricity on wholesale markets and 37,475 GWh of electricity sold to end-consumers).

We carry out proprietary trading that consists of taking on energy commo dity (gas, coal, electricity and
emissions) exposures in European markets by means of financial derivative instruments and contracts for physical
delivery exchanged on the regulated and over-the-counter markets, seeking to exploit arbitrage opportunities and
speculating on price developments. By trading onour own account, we aimto generate additional profits. Wecarry out
these activities within a formal governance framework with strict risk limits set by our Risk Management Committee,
and compliance therewith is verified daily by our Risk Management Department whichis independentfromthe groups
carrying out our trading operations. We have specific controls in place in terms of quantitative risk limits (value at risk
and other risk limits with inclusion of stop-loss). Credit risk management for trading operations is based on strict
evaluation, assignment and monitoring procedures that we believe are in accordance with international best practices.

The risk limit set by the Risk Management Committee for our proprietary trading activities is CZK 1.55
billion. The potential open positions over a longer time period are limited by a daily value at risk limit of CZK 164
million. These relatively low limits and the strict rules setby our Risk Management Committee lead to a high number
of transactions with a high aggregated volume on an annual basis but generally with a relatively low margin. The
annualvolume of electricity traded for own account can vary substantially depending on market conditions in the
respective year, namely liquidity, price volatility and market trends.

We also trade smaller volumes of natural gas in the formof futures products on the London Intercontinental
Exchange (“ICE”). Ourtrading also takes place on the European Energy Exchange (“EEX”) in Leipzig, Germany, on
the New York Mercantile Exchange (“NYMEX"”)in New York, the Hungarian Power Exchange (“HUPX”), European
Power Exchange (Spot Markets) (‘EPEX SPOT”) in Paris, the Towarowa Gielda Energii (“TGE”) in Poland, the PXE
in Prague, OPCOM in Romania, the Hellenic Transmission SystemOperator (“HTSO”) in Greece, OTE in Prague and
OKTE in Bratislava.

Outside of the Czech Republic, we also trade directly in Austria, Germany, France, the Netherlands,
Switzerland, Poland, Hungary, Slovakia, Romania, Greece, Italy, Spain and Montenegrowhere a licenseis not required
to trade in electricity orwhere the eligibility for such a licenseis not limited to entities established under the laws of the
same country. In Bulgaria and Serbia we operate through our subsidiaries that hold the necessary local licenses.

Czech Republic. On the Czech wholesale market, we sell electricity for contractually agreed upon prices.
Since 2002, the wholesale prices havebeen unregulated. Since the launch of the PXE on July 17, 2007, the majority of
ourelectricity generated for wholesale distributionis sold onthe PXEand on the electronic OTC broker platforms. Due
to cross-border integration and fully liberalized power prices, the primary price-setting market in our region is Germany
and its exchanges EEX and EPEX SPOT and there has historically beenastrong correlation between power prices in
the Czech and German markets. Prices in the wholesale market are set on the basis of supply and demand, through
trading on the PXEand bilateral contracts. Instruments that can be traded on the Czech Republic’s exchange range
from one-year contracts downto one-day contracts. Anonymous trading on a daily basis can also be realized through
the organized spot markets of OTE. In addition to one-day trades, the organized markets of OTE also enable intra-day
trading. Unlike the PXE, the OTE requires physical delivery.
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We continuedto sellthe electricity that we generated almostexclusively in the Czech electricity market, either
wholesale throughthe PXE, orthroughelectronic broker market platforms, orto end-consumers. We continued to sell
electricity on a forward basis, specifically, up to sixyears in advance, with the aimof leveraging market demand for
these products to partially hedge sales against possible price volatility. This strategy helped us to maintain our results of
operations even at a time of substantial declines in wholesale electricity prices.

As of December 31, 2016, we had ourexposure to electricity prices hedged through a number of long-term
contracts for physical power supply with various durations (the longestduration until 2023) at a price structure which
reflects the generation costs of our brown coal-fired and nuclear power plants. As of December 31, 2016, we had 495
MW ofbase load power supply hedged by means of such long-term contracts. Due to the current electricity price
levels, we have not entered intoany new long-termcontracts and unless the market conditions change, we do notintend
to sell further production of our brown coal-fired and nuclear power plants under long-term contracts.

Poland. Electricity generated in Poland by our Skawina power plant and Elcho power plant is sold on Poland’s
wholesale electricity market, both on the TGE power exchange and on the OTC broker platforms. In relation to the
Elcho power plant, we took advantage of a compensation scheme, defined by Polish law, for entities that voluntarily
agreed prematurely to terminate long-termelectricity sale contracts.

Bulgaria. We procure electricity in the regulated and unregulated market to be sold by our sales business to
household and eligible industrial end-consumers.

Romania. We sell electricity generated by the Fantanele and Cogealac wind farms on the unregulated
wholesale market in Romania. We also procure electricity in the wholesale market to be sold by oursales business to
household customers forregulated prices and to eligible end-consumers for unregulated prices. In Romania, we also
trade green certificates, which are awarded to the Fantanele and Cogealac wind farms as part ofthe Romanian support
scheme for renewables. For more information, please see “Description of the Issuer—Our Business—Electricity
generation—Wind power generation—Romania”.

Coal Mining

We mine, process and sell brown coal and its by-products in the Czech Republic. In the year ended
December 31, 2016, we produced 21.4 million tons of brown coal, making us the largestproducer of brown coal in the
Czech Republic accounting forapproximately 55.4% of the total volume of brown coal producedin the Czech Republic
in 2016.

The Bilina Mines, operatingin the Teplice-Bilina area in the North Bohemian Basin, are characterized by coal
with a high heat content and a low proportion of hazardous substances. In the year ended December 31, 2016, the
Bilina Mines produced 9.4 million tons of brown coal which was supplied mainly to our power plants, Ledvice and
M¢lnik. The mining activity permit for the Bilina Mine was issued on the basis of the Opening, Preparation, and
Extraction Plan forthe Years 2010-2030 by the District Mining Office in Moston November 8, 2010 and entered into
legal force on January 26,2011. Our mining operations in the Bilina Mines are permitted until 2030. In October 2015,
the Czech Government approved theextension of brown coal mining limits at the Bilina coal mine owned by the CEZ
Group. The new available brown coal reserves are estimated to be 100 — 150 million tons.

The Nastup Tusimice Mines operates in the westernmost portion of the Usti Region of the Czech Republic in
the TuSimice mining area in the North Bohemian Basin. In the year ended December 31, 2016, the Nastup Tusimice
Mines produced 12.0 million tons of brown coal. In the year ended December 31, 2016, the majority of coal extracted
from the Nastup Tusimice Mines went to our power plants, TuSimice Il and Prunéfov, and to other customers (mainly

Opatovice power plant). A new Mining License for Doly Nastup TuSimice came into force in May 2013 and is valid
until 2029.

The table belowsets forththeamount of coal produced by our mines and the amount of which was delivered
to our coal-fired power plants in the years ended December 31, 2015, and 2016.

For the year ended December 31,

2015 2016
Delivered for Produced Delivered for
Produced own own
consumption consumption
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(in million tons)

Bilina Mines.....c..ccovveeevviennne 94 4.6 9.4 4.3
Nastup Tu$imice Mines ... 11.6 10.7 12.0 11.3
Total .o 21.0 15.3 21.4 15.6

In the year ended December 31, 2016, our plants consumed 15.6 million tons of our brown coal output, or
72.9% of our total brown coal output, compared to 15.3 million tons of our brown coal output in the year ended
December 31, 2015. In the year ended December 31, 2016, we sold a total of 5.8 million tons of brown coal to third
parties, which generated total revenues of CZK 4.5 billion. In the yearended December 31, 2015, we sold a total of 5.7
million tons of brown coal to third parties, which generated total revenues of CZK 4.3 billion.

We carry out exploration works at the mines on an annual basis. Our exploration activities are primarily
carried out in orderto assess thecharacteristics of our reserves and the hydrogeological and geotechnical conditions
as well as in orderto optimize extraction. However, basedon ourhistoric exploration of current deposits, we do not
expect any material adjustments to the exploitable reserves of these mines (within their current limits).

We operate open pit coal mines andare responsible for decommissioning and reclamation of the mines (the
process ofrestoring land that has been mined to a natural or economically useable purpose) as well as for damage
causedby the operations of the mines. To cover such costs we are required by Czech law to contribute to a special
escrowaccount. These restricted funds are shown in our balance sheet under restricted financial assets and as of
December 31, 2016, the restricted funds related to mining reclamation and damages totalled CZK 5,427 million
(compared to CZK 5,095 million in the year ended December 31, 2015). We have also established provisions to
recognize our estimated liabilities for decommissioningand reclamation of mines and damage caused by the operations
of our mines. As of December 31, 2016, such provisions amounted to CZK 7,633 million compared to CZK 7,563
million as of December 31, 2015. In the year ended December 31, 2016, the reclamation expenses totalled CZK 262
million.

Other Businesses

Provision of Ancillary Services

Ancillary services are generally defined as services provided by natural or legal persons for maintaining the
operationof powersystems and the quality and security of electricity supply. Ancillary services allow imbalances
between electricity consumption and generation to be corrected by means of demand- or supply-side changes. Users of
the power system who comply with the relevant technical and commercial terms and conditions set out by the
transmissionsystemoperator generally have the right, butare not obliged, to offerancillary services at market prices.

Ancillary services are purchased by transmission grid operators for stabilizing the grid in auctions for a wide
range of productsto be provided over various lengths of time. The Czech market is one of the most competitive in
Europe forthe provision of ancillary services, with independent producers offering approximately half of the necessary
capacity of ancillary services.

Our revenues from the provision of ancillary services to transmission grid operators reached CZK 3,811
million in the year ended December 31, 2016, compared to CZK 3,865 million in the year ended December 31, 2015.
In 2016 we provided ancillary services to transmission grid operators in the Czech Republic and Bulgaria.

Tolling agreements

In August 2014, we and ViSanska uhelnd a.s. (a Czech brown coal mining company) entered into a tolling
agreement pursuantto which we will process the brown coal supplied by Visanska uhelnd a.s. into electricity and the
electricity will remain the property of ViSanska uhelna a.s. Installed capacity, which has been made available to
Vr$anskauhelna a.s. by us, equals 200 MW. The tolling agreement was entered into for the period of 2015 — 2020.
The agreement was suspended for 2016 and 2017 and negotiations are expected in 2017 to revive the agreement from
2018 on.

Fuel

Coal
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Approximately 89.6% of the coal consumed by our coal-fired power and heat plants for the year ended
December 31, 2016, was brown coal. Brown coal is mainly supplied by three companies in the Czech Republic, the
main supplierbeing Severoceské dolya.s., our wholly owned subsidiary. Black coalis used in the Détmarovice power
plantand the Ostrava-Vitkovice heat plantand in part ofthe Pofi¢i power plant in the Czech Republic; in the Chorzéw
power plant and the Skawina power plant in Poland and was used in the Varna power plant in Bulgaria.

The table belowsets forthinformation relating to the totalamount of coal consumed by our coal-fired power
plants and the amount of which was purchased fromthird parties for the years ended December 31, 2015 and 2016.

For the year ended December 31,

2015 2016
Total consumed Purchased from Total consumed Purchased from
others others
(in million tons)

Brown coal

Czech Republic ........... 22.7 74 23.3 7.7
Black coal

Czech Republic ........... 14 14 13 13
Poland .......ccooevvevvevennne, 1.4 14 14 14
Total black coal........... 2.8 2.8 2.7 2.7
L] - | I 255 10.2 26.0 10.4

In the yearended December 31, 2016, we consumed 23.3 million tons of brown coal in our brown coal power
plants in the Czech Republic, of which 15.6 million tons, or 67.8%, were produced by our own mines (see “Our
Business—Coal Mining”), with the remainder purchased from Vi§anska uhelna a.s. (approximately 21.5%) and
Sokolovskauhelnd, pravni nastupce, a.s. (approximately 10.7%). We currently purchase brown coal from Vr§anska
uhelnda.s.underalong termcoal supply contract that expires in 2062 and from Sokolovska uhelnd, pravni nastupce,
a.s.,underalong-termagreement that expires in 2025. Please see “—Legal Proceedings—L.itigationwith Sokolovska
uhelnd, pravni nastupce, a.s.”. The black coal used in our black coal-fired power plants in the Czech Republic is
purchased primarily from OKD, a.s. (77%), the rest being secured by import from Poland. OKD, a.s., was declared
insolvent by an insolvency court in 2016, which may have a negative impact on supply of black-coal to our power
plants (please see “Risk Factors—-Risks Related to Our Business and Operations— Disruptions in the supply of coal,
nuclear fuel, gas or other rawmaterials, or an unexpected increasein their cost, could materially and adversely affect
our business, results of operations and financial condition.”).

Most of our coal-fired power plantsare located in the vicinity of the North Bohemian brown coal basin in the
Czech Republic. Conveyor belts fromnearby mines supply brown coal directly to two power plants, Ledvice Il and IlI
and Tu$imice II. For other coal-fired power plants, rail is primarily used to transport coal supplies over relatively short
distances. Taking intoaccountgeographical restrictions, current mining limits and current estimates of our coal-fired
generationneeds, we currently estimate that there are sufficient brown coal reserves in the Czech Republic for the
operation of our coal-fired power plants until the end of their currently expected operation lifetime.

The Elcho power plant and Skawina power plant in Poland are located in Upper Silesia and Lesser Poland,
respectively, and are supplied with black coal frommines in the region. The principal supplier of coal to the Eicho power
plantin 2016 was Kompania Weglowa SA pursuant to a long-term contract. The Skawina power plant sources coal
from multiple suppliers under one-year contracts and purchase orders, including from, among others, Kompania
Weglowa SA, Katowicky Holding Weglowy SA, PG Silesia Sp. z0.0. and Jastrzebska Spolka Weglowa S.A.

Nuclear Fuel

We procure nuclear fuel materials (uranium) and services (conversion and enrichment) pursuant to spot,
medium-termand long-termcontractual arrangements. Our procurement activities are supervised by the EURATOM
Supply Agency (ESA), which endorses and co-signs, if required by the Treaty Establishing the European Atomic
Energy Community (the “Euratom Treaty”), allnewsupply contracts and amendments thereto, which must be in full
compliance with the ESA supply policy.

Historically, the majority of our uraniumneeds have been met by domestic sources in the Czech Republic.
However, uranium production in the Czech Republic has been continuously decreasing over the past decades.

135



Improved pricing in the uraniummarket after 2004 enabled DIAMOs.p.,a Czech uranium producer, to extend Czech
uraniumproduction. In 2014, an amendment to the existing uraniumsupply contract with DIAMO was concluded and
supplies coveringaboutone third of ourannualuraniumneeds continued to be supplied in 2016. Even though 2016
was the last delivery year pursuant to this contract, physical supplies of Czech uranium for further processing will
continue to be realized in the next few years using accumulated stockpiles. The remainder of our uranium needs is
satisfied by market purchases of uraniummainly on the basis of long-termcontracts. To the extentauthorized under the
ESA supply policy, we also purchaseuraniumas a package (or “bundle”) together with conversion and enrichment
services under existing long-term fuel fabrication contracts with the Russian company JSC TVEL (“TVEL”).

In respect of the needs of the Dukovany nuclear power plant, the earlier ESA limitation on the amount of
enrichment services that could be purchased together with fabrication as a package from TVEL did not apply as the
existing long-termfuel contract was grandfathered uponthe accession of the Czech Republic to the European Union.
Therefore, conversionand enrichment services needed for fabrication of fuel for Dukovany nuclear power plant are
fully supplied by TVEL. For the Temelin nuclear power plant, conversionandenrichment services are supplied undera
portfolio of contracts with primary suppliers. Our needs are basically covered for period of validity of the existing
fabrication contract for the Temelin nuclear power plant with TVEL. We also maintain strategic and working
inventories of nuclear material in different stages of processing (uranium concentrate, natural and enriched uranium
hexafluoride).

Our long-term nuclear fuel supplier, TVEL, produces nuclear fuel for both our nuclear power plants at its
facilities in Elektrostal, Russia. The long-termfuel supply contract forthe Temelin nuclear power plant, which expires
in 2022, was awarded to TVEL in May 2006 as aresult ofatender openedin April 2004, in orderto replace a previous
fuel contract with Westinghouse Electric Company LLC which expired in 2010. Nuclear fuel fabrication and shipments
of nuclearfuelforthe Temelin nuclear power plantfromTVEL are performed uponour requestaccording to conditions
in the fuel supply contract. In 2013 transition of both units to the operation at increased power (104%) output was
completed. We decided to gradually build-up in the period 2015 — 2016 a strategic inventory of fabricated fuel at the
Temelin nuclear power plant in order to reduce risk of operation disruption in case of delayed delivery of fuel. We
initiated a developmentprogramforimplementation of fuel design changes as a result of which fuel cycle efficiency
will be furtherimproved. In 2016 we also concluded an agreement with Westinghouse Electric Sweden AB for the
supply of services related to development and licensing of the fuel design and the manufacturing and delivery of six
lead test assemblies (“LTA”). Withrespect tofuturefuel supplies, we intendto select a fuel supplier for the period after
2022 in a competitive tender.

Nuclear fuelfor the fourreactors at the Dukovany nuclear power plant is supplied pursuant to a long -term
supply contract, which was dueto expire in 2018. Nevertheless, in 2013, ESA approved its extension until 2024 with an
option until2028. Nuclear fuel designhas also been modified in order to accommodate the operation of reactors at an
increased power level and in the “five year fuel cycle”. New improved design of fuel has been licensed and first
delivery and loading occurred in 2014. We maintain a strategic inventory of fabricated fuel at the Dukovany nuclear
power plant.

Spent Nuclear Fuel Storage
Interim spent nuclear fuel storage facility

Dukovany nuclear power plant. The first stage of an interimspent nuclear fuel storage facility (“ISFSF”) at
the Dukovany nuclear power plant, which utilizes transport and storage casks (standard dry storage technology),
became operational in December 1995. The capacity of this facility (60 Castor casks) was fully usedup in the first half
of 2006. In 1997, preparation started on the second stage of the Dukovany ISFSF with a storage capacity of 133
Castor casks. The second storage facility was commissioned in October 2006 and became operational in December
2006. Its capacity is expected to coverthe Dukovany nuclear power plant’s operation for a period 0f40 years and we
therefore expect that the capacity of the Dukovany ISFSF will be sufficient forthe planned long -term operation of the
Dukovany nuclear power plant.

As of December 31, 2016, spent fuelis stored in advanced Castor 440/84M casks and 34 casks are exploited,
representing approximately 26% of the entire storage capacity of the second storage hall.

Temelin nuclear power plant. The plan to build the Temelin ISFSF on the premises of the Temelin nuclear
power plant went through a legislative procedure which also involved the neighbo uring countries of Austria and

136



Germany. During the legislative process, the Ministry of Environment issued a positive EIA. SONS permitted the
constructionin terms of nuclear safety. A special expert committee of the European Union also assessed the Temelin
ISFSF. We were awarded positive opinions in all administrative actions. We received the final building permit in
February 2009.

The ISFSF at the Temelin nuclear power plant was putinto operationforaone-yeartrial period in September
2010. In December 2011, we received a license issued by SONS for the common operation, valid until 2021. The
storagecapacity of the Temelin ISFSFis 1,370 tons ofuranium, which represents spent fuel for the 30-year operation
of the Temelin nuclear power plant. In the eventthe useful lifespan of the Temelin nuclear power plantis extended, the
capacity of the Temelin ISFSF may be expanded by building additional storage halls.

As of December 31, 2016, there were 31 CASTOR 1000/19 casks with 589 fuel assemblies in total at the
Temelin ISFSF, of which approximately 20% of the entire storage capacity is exploited.

Central interim spent nuclear fuel storage facility

As an alternative, an underground central ISFSF at the Skalka site in Southern Moravia, Czech Republic is
currently being considered for the long-termstorage of spentfuel fromboth of our nuclear power plants. We obtaineda
construction permit for the first stage of ISFSF construction in May 2011. The first stage was finished in October
2012. The locality is permanently considered as a stand-by alternative to the on-site Dukovany ISFSF and Temelin
ISFSF.

Biomass

Biomass in the form of wood chip, strawand pellets is mainly combusted in our coal-fired power plants and
heat plants in the Czech Republic and Poland. Within our portfolio of renewable sources, biomass is the second most
significant element after water power stations. Our main suppliers of biomass in the Czech Republic are Jifi Pragr,
Ondfej Simedek, Na hranici, s.r.o. and Fischer TPD, s.r.o., with whom medium-term contracts are signed. These
suppliers are farmers and owners ofagricultural land. In Poland, we sign annual contracts with or make monthly orders
froma number of local suppliers of biomass. We make monthly orders from 2 biomass suppliers.

In the Czech Republic, we burned 626,638 tons ofbiomass in the year ended December 31, 2016, compared
to more than 453,148 tons in the year ended December 31, 2015, generating 500 GWh and 369 GWh of electricity,
respectively.

In Poland, we burned more than 250,000tons ofbiomass in the year ended December 31, 2016, compared to
more than 288,000 tons in the year ended December 31, 2015, mostly in the form of co-burning with hard coal,
generating 379 GWh and 422 GWh of electricity, respectively.

Property, Plant and Equipment

We own all of oursignificant generation facilities and other properties and we hold the title to, or have the
right to use by virtue of leases, all of the land underlying our facilities, including our coal mines. Our plant, property
and equipment mainly comprise power plants anddistribution networks as well as coal mining facilities, administrative
buildings and other assets. As of December 31, 2016, we owned buildings with a total net book value of CZK 158.5
billion, plant and equipment with a net book value of CZK 190.7 billion and land with a net book value of CZK 7.1
billion.

As of December 31, 2016, we owned net plant in service pledged as a security for liabilities in the amount of
CZK 5,636 million, representing approximately 1.6% of total net book value of plant in service as of December 31,
2016.

In January 2017, we selected thewinners of tenders forthe sale of ourhousingassets in Prague. The highest
purchase price for 739 residential units in Prague Pisnice, in the amount of CZK 1.305 billion, was offered by Kennial,
a. s., with four other companies having participated in the tender. The highest purchase price forthe commercial centre
in Prague Pisnice, in the amount of CZK 68.2 million, was offered by STN Invest, s. r. 0., with eight other companies
having participated in the tender. The highest purchase price for the residential building in Prague ViSovice, in the
amount of CZK 72.2 million, was offered by AIDA Praha, a. s., with sixother companies having participated in the
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tender. The sale ofthe housingassets referredto in this paragraph can be expectedto be completed during the first half
of 2017.

Capital Expenditures

Capital expenditures are necessary to maintain and improve the operations of our facilities and meet regulatory
and prudentoperating standards. Constructionand maintenance costs have increased throughout the power industry
overthe past several years, and future costs will be highly dependent on the cost of components and availability of
contractors that can performthe work necessary to maintain and improve respective facilities. Since January 1, 2011,
we have invested approximately CZK 78.7 billion towards improving the efficiency of our current coal-fired and gas-
fired power plants in the Czech Republic, CZK 14.6 billion towards increasing our renewable generation capacity
(particularly awind farm in Romania, photovoltaic power plants in the Czech Republic), CZK 63.7 billion to improve
our distribution networks and CZK 25.0 billion to improve our nuclear energy generation facilities.

Inven Capital

In 2013, we announced the New Energy Sector strategic programresponding to the changing energy market.
We are looking forinteresting opportunities in “new” energy both in the Czech Republic and abroad. Since 2013 we
have invested in three “new energy” companies in Germany, Sonnenbaterie GmbH, Sunfire GmbH and tado® GmbH.
These investments were made through Inven Capital, investi¢ni fond, a.s., used by the CEZ Group for investments in
the field of innovative energy solutions. We intend to invest in companies focusing on new decentralized energy
generation and renewables, with growth potential both in the Czech Republic and abroad.

In July 2015, we acquired shares in the German company Sonnenbatterie GmbH, a company which produces
battery energy storage systems. The investment was made in the formof an increase in the company’s registered
capital. The CEZ Group acquired a minority stake accompanied with the rightto participate in the company’s strategic
decision-making. The company develops, manufactures, and sells smart battery systems for storing energy generated by
solar panels and other renewable energy sources for households and commercial customers. The company operates in
seven countries, including the U.S.

In November 2015, we acquired a minority stake in Sunfire GmbH. Sunfire’s key product is reversible fuel
cell technology, which is able to converta fuel (such as natural gas) into electricity and heat as well as electricity back
into hydrogenandothergases (Power-to-Gas) or synthetic fuels (Power-to-Liquids). This technology represents a
major step toward greater energy self-supply and improved efficiency in the utilization of energy sources.

In April 2016, we acquired a minority stake in tado® GmbH, a company providing solutions for intelligent
home climate control. tado® GmbH key products are Smart Thermostat and Smart AC Control which connect any
heating andair conditioning systemto the internetandallow for their control through geo-aware tado® smartphone app
which adapts home temperatureto the local weather conditions and adjusts home temperature accordingto the location
of its owners. Thetechnology allows for reduction of energy bills while improving home comfort and helps protect the
environment.

In May 2016, we acquired a minority stake in the Environmental Technologies Fund 2 L.P, a London based
fund focused on investments intoglobal, fast-growing companies active in the area of clean energy. We expect this
investment to grant us access to unique investment opportunities and know-how.

Employees

We had an average of 25,822 and 26,300 employees in the years ended December 31, 2015, and 2016,
respectively, out of which approximately 78.7% and 79.3%, respectively, were employed in the Czech Republic. Since
our foundationin 1992, we have reduced the number of ouremployeesto a levelwhich brings theratio ofemployees to
installed MW capacity closer to the ratios of other advanced European power companies.

As of December 31, 2016, all employees of CEZ were covered by collective bargaining agreement in
accordance with Czech law. Our collective bargaining agreement is valid until the end of 2022. Our collective
bargaining agreement was amended in 2010, 2011, 2012, 2013, 2014, 2015 and 2016. In 2007, we also established our
European Work Council in accordance with applicable national and European laws. We have not experienced any
strikes or work stoppages in the Czech Republic.
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Research and Dewelopment

Research and development (“R&D”) activities of the CEZ Group significantly contribute to the improvement
of the safe, economical and reliable operation of our assets and to strengthening of our knowledge of innovative
technologies in the energy sector. Our R&D projects are mainly performed by external, specialized engineering,
consultancy organizations, or by the academic sector. R&D activities cover numerous topics in nuclear energy and
conventional power generation, life management of key power plants components, innovative renewables, utilization of
biomass and development of waste-to-energy concepts, smart grids pilot and demonstration projects (including
participationin projects supported fromthe Horizon 2020, the biggest E.U. Research and Innovation programme) and
energy storage.

Long-termhuman resources and development as wellas R&D relevant knowledgebase support in the Czech
Republic constitute important co-benefits of our R&D projects. Cooperation with technical universities accounts for an
important partoftheseactivities. We are a founding member of the Czech Sustainable Energy Technology Platform,
which represents a forumof utilities, vendors, research, engineering, and academic entities acting for the improvement
of energy R&D in the Czech Republic and for the promotion of international cooperation.

We are also amember of VGB PowerTech and hold full membership in the nuclear sector of the Electric Power
Research Institute (“EPRI”) and in other EPRI’s programs, focused on the fossil power plants life management. In
addition, we are involved in international energy R&D projects, particularly in the E.U.’s Framework Programs, mainly
in the areas of nucleartechnologies development, nuclear safety and radiation protection, butalsoin non-nuclear areas,
for instance, in the smart grids. We are alsoa member of European technology platforms, for instance the Sustainable
Nuclear Energy Technology Platformand the NUGENIA association, focused on generation Il and Il nuclear power
plants R&D.

The CEZ Group research and development costs, net of grants and subsidies received, that are not eligible for
capitalization, have beenexpensed in the period when incurred and amounted to CZK 369 million in the year ended
December 31, 2016, compared to CZK 351 million in the year ended December 31, 2015.

Licenses

As of the date of this Base Prospectus, we hold all material licenses necessary for the operation of our
business. Forinformation on licenses and permissions required under the Czech Energy Act and under otherapplicable
regulations, please see “Regulation—Czech Republic—Electric Energy Sector—Licensing Regime.”

Emission Rights

CO, emissionsbecame an integral part of our management and decision-making, not only at our coal-fired
power plants which are directly affected by the trading, but also at non-fossil fuel-fired power plants, which play a
major role in optimizing generation in terms of CO, emissions. Our decision making process regarding thetrade of CO,
is based on a comparison of the wholesale electricity price with generation costs, which include the price of CO,
emission allowances.

The following table summarizes the movements in the quantity and book value of emission rights and credits
held by us during 2015 and 2016.

For the year ended December 31,

2015 2016
(in thousand (CzZK (in thousand (CzZK

tons) in millions) tons) in millions)
Emission rights and credits (CERs, ERUS)
granted and purchased for own use:
Granted and purchased emission rights and
credits at January L.....ccoovvvivivieini s ee e 31,567 3,704 30,677 2,212
Emission rights granted e 13,970 - 11,775 -
Settlement of prior year actual emissions. (26,328) (3,707) (28,667) (1,954)
Emission rights purchased.... 11,398 2,225 15,057 2,079
Emission credits purchased 70 - 30 -

Reclassified to assets classmed as held for - -
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SAIE..oicer e e (1,463) 91

Currency translation differences............. - (10 - ()]
Granted and purchased emission rights and
credits December 31......ccoooecvvveiiieee e 30,677 2,212 27,409 2,229

Emission rights and credits held for trading:
Emission rights and credits for trading at

JANUANY L. e 5,042 1,017 2,800 624
Settlement of prior yearactual emissions... (1,813) (344) 8) )
Emission rights purchased......c................ 9,232 1,969 15,921 2,438
Emission rights sold..........cccocoevvvne e (9,672) (2,086) (14,053) (2,121)
Emission credits purchased..................... 389 3 - -
Emission credits sold ..o v, (378) 3 - -
Fair value adjustment.........cccovceine e - 68 - (112)
Emission rights and credits held for trading

at December 3. e 2,800 624 4,660 827

Our total emissions of greenhouse gases amounted to an equivalent of 28,675 thousand tons and 30,401
thousandtons of CO, for the years ended December 31, 2015, and 2016, respectively. As of December 31, 2016, we
recognized a total provision for CO, emissions in the amount of CZK 2,699 million.

Since January 1, 2013 no emission allowances shall be allocated without charge in respect of any electricity
production, except for emission allowances allocated without charge in accordance with the National Plan of
Investments in retrofitting and upgrading the infrastructureand clean technologies in the energy sector approved by the
E.U. Commission on July 6,2012 (the “National Plan of Investment”) (please see “Regulation—Czech Republic—
Carbon Compliance (Emission Allowances)—Allocation of emission allowances during phase III” and “Czech
Emission Allowances Act”).

Under the approved National Plan of Investment we can gain up to 69.6 million of emission allowances
between 2013 and 2019 for our installations in the Czech Republic. As a result of benefiting fromthe allowances
allocated without charge we are required to invest in retrofitting and upgrading of the infrastructure and clean
technologies, which investments should mirror at least the value of the free allocation for electricity production.

The following table shows theallocation of emission allowances without chargeto our coal-fired power plants
and heat plants in the Czech Republic.

2013 2014 2015 2016 2017 2018 2019 2020
For electricity production
(in tons) 17,358,828 15,246,935 12,540,678 10,032,544 7,194,655 4,796,438 2,398,219 0
For heat production (starting
2017 expected valuesonly) 1,424,999 1,195,538 1,002,928 843,775 670,360 559,961 465,061 374,366

Intellectual Property

We own the rights to numerous trademarks in relation to thename “CEZ” and its “E” symbolas well as to the
name “SKUPINA CEZ” (“CEZ GROUP”) and its “E”” symbol. The trademark of the word “CEZ”is protected in 32 states under
the Madrid Agreement Concerningthe International Registration of Marks and its Protocol (the “Madrid Agreement”).
The trademark of the word “CEZ” combined with the symbol “E” is protected in 38 states under the Madrid Agreement, and
the trademarkof'the word “CEZ GROUP” combined with the symbol “E” is protected in 20 statesunder the Madrid Agreement
and the colour symbol “E” is protected in 20 states under the Madrid Agreement. The registration of all essential
trademarks is regularly extended.

We do not own rights to any patents, utility models or industrial designs.

Insurance

We maintain several typesof insuranceto protect us against potential liabilities. These include property insurance for
our conventional power plants and nuclear power plants and nuclear liability insurance, in additionto other liability and
property insurance. Our general liability insurance also covers particular environmental liabilities that we may incur.

Our insurance coverage complies with the Czech Nuclear Act 1997 and the Vienna Convention requirements in
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respect ofresponsibility for damage caused by a nuclear incident. However, our insurance does not fully cover all risks and
we cannotguarantee that costs connected with nuclear disasters or other unforeseenevents in our nuclear power plants
would nothave any negative effects on our business, results of operations and financial condition (please see “Risk
Factors—-Risks Related to Our Businessand Operations—We could incur significant losses in the event of a nuclear
accident”). The Czech Nuclear Act 1997 sets limits on the liability of operators of nuclear facilities for nuclear damage.
The Czech Nuclear Act 1997 provides that operators ofnuclear facilities are liable for up to CZK 8 billion per incident and
limits the liability for damage caused by otheractivities (such as transportation) to CZK 2 billion. The Czech Nuclear Act 1997
also requires an operator/licensee to insure its liability for the operation of a nuclear power plant up to a minimum of CZK 2
billion and uptoa minimumof CZK 300 million for other activities (such as transportation). We have obtained all necessary
insurance policies with the minimum limits required by lawfor the operation of ournuclear power plants. We have concluded
such insurance policies with Ceské pojistovnaa s., which represents the Czech Nuclear Insurance Pool (a group of insurance
companies)and with the European Liability Insurance forthe Nuclear Industry, which is a mutual insurance company
insuring nuclear liability risks.

We maintain insurance policies covering the assets of our coal, gas fired nuclear and hydro power plants, as
well as insurance policies covering non-technological equipment, general third party liability insurance in connection
with our main operations and car insurance. We alsohave insurance policies covering directors’ and officers’ liability.

Safety and Quality Management

Safety and quality management is an integrated part of our managementsystem. It is implemented, maintained
and evaluatedin atop-down manner fromthe senior management level to the employee level. Our senior management
is responsible to stakeholders for assuring and securing the resources necessary for quality, health and safety and
environmental management. Through responsible management of our internal processes, we aimto assure added value
for our customers.

Our quality management policy was approved by our Supervisory Board in October 2010. In 2015 the
quality managementpolicy was integrated into the Safety and Environmental Protection Policy containing the main
principles of quality forouremployees. Each Group-entity is responsible forimplementing managementsystemtools
and for implementing the principles of quality management in all day-to-day activities.

We were the first energy company in the Czech Republic to sign the Czech Quality Charter in 2010. As a
result, we actively engaged in Czech National Quality Policy and we founded the technical section Quality in
Energetics alongside the Quality Council of the Czech Republic. Members of the section are represented by energy
companies, their suppliers, engineering companies and concerned national institutions.

Our safety management systemis based on themanagementofsafety processes close to risks in generation
and distribution. We have created two segmentcentres of safety which aimto guaranteeand directly and methodically
controloursafety and environmental protection. We have implemented a three-level systemof safety management and
inspection including the Safety Inspectorate within our CEO Division, which is responsible forindependent corporate
oversightand feedback on all safety areas and environmental protection. We also have the Safety and Environmental
Protection Policy whichhas become a part of our strategic management. The policy contains safety commitment and
goals which are split into divisional and organizational management systems.

Nuclear Safety

Under Czech law, SONS is responsible for supervising the safe operation of nuclear power plants. SONS
supervises regulatory complianceand the operation of nuclear facilities, the quality of selected activities, maintenance
and personnel training. SONS representatives (local inspectors) are permanently onsite at both Dukovany and Temelin
nuclear power plants to monitor their performance and compliance with safety standards and operating procedures, and
to make sure that any modifications are being performed in an appropriate manner. The safe operation of Dukovany
and Temelin nuclear power plants is governed by documented requirements, approved by SONS. It is the responsibility
of each plant to comply with regulations and requirements set out in the approved documentation.

Since theircommissioning Dukovany and Temelin nuclear power plants have been continuously monitoring
the levels of radiation in the immediate vicinity of the plants under the supervision of SONS. To date, the results of the
monitoring in the ventilation outlets and in the drains of the plants have indicated that radiation levels remain
considerably below regulatory limits.
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WANO

CEZ, is a member of the World Association of Nuclear Operators (“WANO™) and, like other members of these
organizations, nuclear power plants are reviewed. These peer reviews are carried outregularly by international teans of
experts fromvarious professional organizations.

In January 2009, a follow-up mission on the 2007 WANO Peer Review took place at the Dukovany nuclear
power plant. The mission confirmed that the power plant was well operated and declared that all of the
recommendations of the WANO Peer Review were implemented or were in the advanced stages of implementation.
The next WANO Peer Review at the Dukovany nuclear power plant took place in September 2012. International
requirements and standards (performancetargets and W ANO criteria) and world’s best practice in several areas were
compared to the actual everyday operations of the power plant. High safety standards were valued in all areas. The
mission identified several areas for improvement (e.g. operations and technical support) and highlighted several areas
where the power plant canserve asa good practice for others. The plant’s senior management has prepared a set of
corrective measures covering allareas forimprovement, which is being implemented now. In October 2014, a follow-
up mission on the 2012 WANO Peer Reviewtook place at the Dukovany nuclear power plantwith five areas evaluated
as “satisfactorily solved” and 14 areas with "satisfactory progress" achieved.

In April 2017, another WANO Peer Reviewtook placeat the Dukovany nuclear power plant and, for the first
time, evaluated the Dukovanynuclear power plantagainst a new version of W ANO’s standard, Performance Objectives
and Criteria. In course ofthe WANO mission a team of international experts identified nine areas for improvement.
The Dukovany nuclear power plant has already been working to improve most of the identified areas, including
supervision over contractors, human performance quality, human performance tool, inspection activities or exclusion of
foreign materials. The WANO mission also pointed out two good practices transferable from the Dukovany nuclear
power plant to other nuclear power plants. In 2006, a follow-up mission of the 2004 WANO Peer Review took place at
the Temelin nuclear power plant. The mission confirmed that the power plant was well operated and declared thatall of
the recommendations ofthe W ANO Peer Review were implemented or were in the advanced stages of implementation.
Some additional proposals were suggested. The next WANO Peer Reviewwas held at the end of November 2011. The
review team identified several areas for improvement as well as several good practices for sharing among nuclear
power plantsengaged in WANO. A set of corrective measures focused mainly on improving the control process has
been prepared and implemented. A Follow-Up WANO Peer Review was conducted at the Temelin Nuclear Power
Plant in February 2013, examining the implementation of recommendations in the areas for improvement identified
during the 2011 W ANO Peer Review. The review stated positive developmentin the implementation of defined areas
and the need to keep implementing related measures. In November 2015, the first WANO Peer Review under new
Performance and Objective Criteria took place in the Temelin nuclear power plant. The mission concluded that the
power plantis properly operated and is in agood condition. The mission identified fifteen areas to be improved and
mentioned three areas in which the power plant can serve as a good practice example for others.

IAEA

The Czech Republic is amember of the IAEA and, as aresult, the IAEA has carried out a number of on -site
IAEA assessment missions.

The first OSART review took place at the Dukovany nuclear power plant in 1989 with a follow-up Re-
OSART mission in 1991. In November 2001, the Dukovany nuclear power plant underwent its next OSART review.
Based on the recommendations fromthis review, an action plan was prepared and fulfilled. In October 2003, a follow-
up OSART mission was carried out to review our implementation of its earlier recommendations and subsequently
declared its full satisfaction with our fulfilment of its recommendations. The next OSART review at the Dukovany
nuclear power plant was held in June 2011. The review team identified a wide range of good practices as well as
several areas forimprovement to achieveeven betterresults of operational safety. The plant’s senior managementhas
prepared and implemented a set of corrective measures to address these recommendations before th e follow-up
OSART mission in June 2013. The follow-up mission concluded that 64% of the original findings were implemented
completely and the progress in the implementation of the remaining 36% was satisfactory.

The first Pre-OSART review at the Temelin nuclear power plant was held in 1990 with a follow-up mission in
1992. A regular OSART mission at the Temelin nuclear power plant took place in 2001 and the follow-up OSART
mission held in 2003 was aimed at assessing the power plant’s response to the recomme ndations of the OSART
mission in 2001. Most ofthe recommendations and proposals were included in the category “completed,” and the team
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generally noted the progress in operational safety enhancement, recommendation implementation and power plant
appearance. The next OSART mission at the Temelin nuclear power plant focusing mainly on organization,
management, operation, maintenance, technical support, radiation protection and emergency managementsystems took
place in November 2012. The final report highlights consistency in operations of the power plant with the criteria of the
IAEA and confirms that there are no major safety shortcomings. A set of recommendations for improvement in the
operations, operating experience, technical support and severe accident management areas were also provided.

In May 2014, an IAEA OSART follow-up mission reviewed the effectiveness of measures taken in the
Temelin nuclear power plant (in organization and management, operations, maintenance, technical support, feedback,
chemistry, radiation protection, and emergency management) based on 2012 recommendations and confirmed
successful implementation of recommended measures in the Temelin nuclear power plant. Furthermore, foreign experts
praised the factthatmeasures following the recommendations were adopted on thebasis of in-depth analysis, and that
measures in many cases went beyond the recommendations of the OSART team. Eleven recommendations were
assessed as “fully resolved”; four recommendations were assessed in stage of “satisfactory progress”.

In April 2013, there was an IAEA mission focusing on a seismic review of the site of the Temelin Nuclear
Power Plant with the aim of evaluating the situation in five previously unfinished areas fromthe previous 2003 IAEA
expert mission and reviewing compliance with the requirements of IAEA safety standards. Two areas were evaluated as
completely solvedand three as partially solved. Anactionplan of measures was prepared for the implementation ofthe
remaining areas.

In September and October 2013, the historically first OSART Corporate assessment took place in CEZ,
focusingnotonly ontechnology, butalso on management, human resources, communication, purchasing, corporate
independent supervision and maintenance. The review team concluded that CEZ fully complies with all legislative
requirements for nuclear plant operation and identified 10 good practices which will serve as an example for other
nuclear plants operators in the world, 6 suggestions for improvement and 3 recommendations.

In May 2015, an IAEA OSART Corporate follow-up missionwas conducted to review whether three IAEA
expert recommendations and sixsuggestions of October 2013 relating to improvement of nuclear power plant safety
management were implemented. This follow-up mission foundsixofthe nine findings “resolved” and three evincing
“satisfactory progress”.

In 1989, IAEA and the Nuclear Energy Agency of the OECD introduced the International Nuclear Events
Scale (“INES™), an internationally recognized tool used to inform the public in consistent terms of the safety
significance of reported nuclear and radiological incidents and accidents, excluding naturally occurring phenomena
such as radon. Events are classified at seven levels: Levels 4 to 7 are termed “accidents” with a significant radiation
exposure off-site, while Levels 1to 3 are termed “incidents” with effects onthe nuclear facilities only. Events without
safety significance are called “deviations” and are classified Below Scale/Level 0. No incident higher than Level 1
was observed at the Dukovany and Temelin NPP as of December 31, 2016.

Post Fukushima Stress Tests

Stress tests of nuclear power plants required by the European Council are defined asa focused assessment of
safety margins and resistance ofnuclear plants, in light of the eventsthat occurred at the Fukushima-Daiichi nuclear
power plant in Japan following the tsunami on March 11, 2011.

The assessment ofboth of our nuclear power plants was performed by experts in nuclear safety, design of
nuclear facilities, accident management, emergency preparedness and phenomenology res earch of severe accidents,
fully qualified forthe assessment. The evaluators complied with a deterministic approach to evaluate the expected
successive failure of all preventive actions during extreme scenarios.

During the assessment, no conditions were identified that required immediate remedial action. Both of our
nuclear power plants were assessed to be able to safely manage even highly improbable extreme emergency
conditions without posingany threat to their vicinity. Despite identifying the robustness of barriers, the evaluators
concludedthatopportunities still existed for further safety enhancement with respect to highly improbable situations.
The proposed measures which are subjectto further revieware broken down into short- and medium-term measures,
categorized according to their importance. Short-term measures include:

e proposingandimplementing alternative means of communicationand support during interventions at the
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nuclear power plantand for communicating with public authorities in the event of significant damage to
infrastructure and the isolation of the site area;

e finalizing the remaining procedures and guidelines for severe accidents; and

e reviewing the existing qualifications and capacity of personnel to fulfil the vital functions of the nuclear
power plant if all units on the site are affected, or in case of loss of the control centres.

Medium-term measures include:

e proposingandimplementing alternative independent technical means (for example power sources and
pumps) as another barrier to fulfilling the vital functions of the nuclear power plant including guideline
implementation; and

e implementing the actions in process to reinforce the design against the effects of severe accidents.

The short and medium term measures proposed were implemented with the exception of measures for
maintaining long-termcontainmentintegrity accordingto selected severe accident management strategies at Temelin
nuclear power plant. The deadline for this strategy to be implemented is 2022. The safety enhancement programis
understood to beopen and new activities are supposed to be added based onthe use of state -of-the-art methods and new
technical solutions.

EMANI, Czech Nuclear Insurance Pool, ELINI

The inspections ofthe European Mutual Association for Nuclear Insurance (“EMANI”), European Liability
Insurance for the Nuclear Industry (“ELINI”) and the Czech Nuclear Insurance Pool were carried out in 2012, 2013,
2015 and 2016 at ournuclear power plants. The next inspections are plannedto take place in 2017. These inspections
were focused on fire protection, operation, maintenance, nuclear safety and overall condition of the plants.

Both plants were evaluated as well controlled, operated and maintained in all assessed areas.

Risk Management

We continue to develop our integrated risk management systemin order to increase our fundamental value
while taking into account the level of risk acceptable for shareholders. Our supreme risk authority is our Chief
Financialand Operations Officer, who decides, based on the recommendation of the Risk Management Committee, on
the development of an integrated system of risk management, on an overall allocation of annual risk limit to the
individualrisks and organizational units, and he approves obligatory rules, respons ibilities and limit structure for the
management of partial risks.

The Risk Management Committee (advisory committee ofthe Chief Financial and Operations Officer), which
comprises of:

e sixpermanent members: Chief Financial and Operations Officer, Chief Risk Officer, Chief Generation
Officer, Chief Sales Officer, Trading Director, Executive Finance Director;

e three non-permanent members (being the other members of the Board of Directors): Chief Executive
Officer, Chief Renewables and Distribution Officer, Chief Administrative Officer; and

e one permanent guest: Internal Audit Director.

The Risk Management Committee continuously monitors an overall impact of risk on the CEZ Group, including
utilization ofrisk limits of the CEZ Group, status of risks linked to our business plan targets, status of our hedging
strategies, assessment of impact of investments and other activities on potential CEZ Group debt capacity and cash flow in
order to maintain corporate rating.

Since 2005, we have appliedarisk capital conceptthatallows thesetting of particular risk limits as well as an
aggregate annual risk limit. The value of our aggregate annual risk limit is approved by our Board of Directors each
year (togetherwith the annual budget) based on the proposal of our Risk Management Committee. The proposed limit
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value, in CZK is set on the basis of a 95% confidence level and expresses a maximum profit decrease at the given
confidence level that we are willing to take in order to achieve our planned profit for the year.

Since 2009, the main Business Plan market risks (electricity price, emission allowances price and currency
exchange rate betweenthe Euro and Czech crowns) havebeenquantified on a monthly basis by the EBITDA @ Risk
modelbased on the MonteCarlo simulation in Y+1to Y+5 horizon. Through the integration of the EBITDA @ Risk
outputs with mandatory and planned investments and financials (within the five year horizon), the total debt capacity
(which is defined as net debt/EBITDA) ratio is calculated eachmonthandevaluated in light of our rating targets. We
base alldecisions aboutavailable capital for future investments on these calculations, as well as on key CEZ Group
risks, and we continuously adjust our hedging and investment strategy accordingly.

Since 2011, the central unified @Risk concept has been used in the CAPEX investment process, where
potential CAPEX increase and potential completiondelay is calculated onthe basis ofa 95% confidence level for each
individualinvestment project. This concept enables a relevant comparison ofthe risk profile of actual net present value
of each project and contributes to the effective internal competition for capital resources.

We divide risks into four categories:

e market risks, comprising financial risks, commodity risks, volumetric risks and market liquidity;

e credit risks, comprising counterparty default, supplier default and settlement;

e operational risks, comprising operating risk, internal change, liquidity management and security; and

e business risks, comprising strategic, political, regulatory and reputational risks.

All essential quantifiable risks are quantified on a unified basis at least once each month. Our methodology
and data provide for a unified quantification of the following risks:

o market risks, comprising financial risks (such as currency, interestand stock price), commodity price risks
(relating to prices of electricity, emission allowances, coal, gas, crude oil), volumetric risks (such as
volume of electricity production in wind farms);

e credit risks, comprising financial and business counterparty risk and electricity, gas and heat end -
customer risk; and

e operationalrisks, comprising risks related to the operation of nuclear and coal power plants in the Czech
Republic and investment risks.

We aimto manage business risks by using clear responsibility assessment, key risk identification, systematic
sensitivity and scenario analysis. Property, casualty and other operational risks are managed through using insurance,
emergency andcrisis planning and preventive actions. Our ten most importantcash flow risks are centrally monitored
and coordinated and are updated and reported to the Risk Management Committee on a quarterly basis.

In addition, ourannual budgetrisks, business plan risks and debt capacity risks are reported on a monthly
basis to the Risk Management Committee. For more information relating to material risks that we face, please see “Risk
Factors” and Note 19 of our audited consolidated financial statements for the year ended December 31, 2016.

Environmental Matters

As of the date of this Base Prospectus, we are in compliance with all material requirements of the Czech
Waste Act, the Czech Air Protection Act, the Czech IPPC Act, the Czech Water Act, the Czech Nuclear Act 1997, and
the Czech Nuclear Act 2016.

Czech Waste Act

Pursuant to the Czech Waste Act, and pursuant to related regulations, we use coal ash as a certification
material for reclamation and improving the sanitary conditions of landscape and disused shafts of our existing mines.
Wealso sellresidueto certain producers of construction materials. In addition, since 1994, we have also sold a portion
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of the FGD gypsum (a coal combustion product of coal-fuelled power plants) remaining after the desulphurization
process tocertain producers of construction materials. This approach has the environmental advantage of saving natural
materials, particularly in the building industry.

We are required by law to set aside funds to cover the costs of reclamation and redevelopment of waste
dumps. We are required by law to keep such amounts as restricted funds. Restricted funds representing our
accumulated provision forwaste storage and reclamation of our operations in the Czech Republic amounted to CZK
171.2 million as of December 31, 2016.

Czech Air Protection Act
We fully comply with all applicable regulations and requirements under the Czech Air Protection Act.

Since we own numerous coal-fired power plants, we have the advantagethat under applicable legislation we
may exchange and allocate theassigned aggregate emission limits between our coal-fired power plants in such a way
as to ensure compliance with the Czech Air Protection Act and we are therefore able to optimize generation.

The new Czech Air Protection Actsets more stringent emission limit values on combustion plants with a total
thermal input of more than 50 MW from2015. This changein law requires a certain amountof capital expenditure into
emission reduction measures necessary to comply with these limits. Nearly all of our combustion plants that fall into
this category took advantage ofa legal possibility within the transitional national plan to comply with these limits in a
transitional period, i.e. by July 2020 (please see“Regulation — Czech Republic— Czech Air Protection Act — Emission
limits” and “Exceptions to the emission limits).

Forthe yearended December 31, 2016, our total emission charges in the Czech Republic amountedto CZK 75
million, representing a decrease of 10% from CZK 84 million for the year ended December 31, 2015. Furthermore,
starting in 2016, there is a potential to further reduce the emission charges by an additional amount up to CZK 15
million. The ultimate amount of suchadditional reduction is subject to consultation with the relevant authorities while
the outcome can be expected by mid-2017

Czech Nuclear Act 1997 and Czech Nuclear Act 2016

On June 24, 1994, the Czech Republic became a party to the Vienna Convention. In accordance with the
Vienna Convention, the Czech Nuclear Act 1997 provides that only the operator of a nuclear facility is liable for any
damage caused by anuclear incident please see “Regulation - Nuclear Energy Power Plants - Nuclear incident”.

The Dukovanyand Temelin nuclear power plants are currently fully insured in accordance with the Czech
Nuclear Act 1997 and the Vienna Convention. For more information about our insurance coverage, please see
“Insurance.”

The Czech Nuclear Act 2016, which with effect from January 1, 2017, regulates utilisation of nuclear energy
in the Czech Republic in addition to the Czech Nuclear Act 1997, contains a provision to the effect that the Czech
Republic shall guarantee the safe final disposal of nuclear waste. The Czech Nuclear Act 2016 further provides that a
generator of nuclear waste will remain responsible for storage of nuclear waste and related costs until the handover of
the wasteto the Czech Repository Authority — pleasesee“Regulation - Nuclear Energy Power Plants - Nuclear fuel
and nuclear waste”.

In 1999, we sold ourrepository for disposal of nuclear waste fromthe operation of both the Dukovany and
Temelin nuclear power plants to the Czech Repository Authority. The Czech Repository Authority has engaged us to
continue operating the repository located at the Dukovany nuclear power plant.

The activities ofthe Czech Repository Authority are financed throughthe Czech Nuclear Account funded by
the generators of nuclear waste. The Czech Nuclear Account is managed by the Czech Ministry of Finance. We are
required to contributeto the Czech Nuclear Accountin the amount of CZK 55 per MWh of electricity generated by our
nuclear power plants. Since October 1, 1997, we have made regular payments to the Czech Nuclear Account. In the
yearended December 31, 2016, our total payments to the Czech Nuclear Account amounted to CZK 22,472 million.

The operator of a nuclear power plant, being an originator of radioactive waste, is required by the Czech
Nuclear Act 2016 to cover directly all costs associated with interimstorage of spent fuel and thedisposal of radioactive
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waste. The operator is also obligated under the Czech Nuclear Act 2016 to finance the decommissioning of its nuclear
power plants. Forthis particular purpose, each operator of a nuclear plant mustaccumulate funds in a special blocked
banking account which may be drawn from only to finance the decommissioning of such nuclear power plant and
subject to receiving the Czech Repository Authority’s approval.

We have recognized provisions for our obligations to decommission our nuclear power plants and other
nuclear facilities at the end of their operating lives, to store therelated spent nuclear fuel and other radioactive waste
initially on an interim basis as well as provisions for our obligation to provide financing for subsequent long term
storageofspent fuel and irradiated parts of reactors. Actual costs incurred are charged against such accumulated
provisions. As of December 31, 2016 the provisionforinterim spent fuel storage amounted to CZK 7.367 billion, the
provisionfor long termspent fuel storage amounted to CZK 29.244 billion and the provision for decommissioning
amounted to CZK 18.602 billion.

Legal Proceedings

We are currently involvedin a number of legal proceedings; however, we believe that liabilities relating to
such proceedings would not, individually or in the aggregate, have a material adverse effect onour results of operations
or financial condition. Certain significant legal proceedings in which we have been involved in the 12 months
preceding the date of this Base Prospectus are described below.

CZECH REPUBLIC

Settlement with Sokolovsk& uhelnd, pravni nastupce, a.s.

We were involved in adispute with Sokolovska uhelnd, pravninastupce, a.s. in relation to the amount of, and
price for, brown coal supplies being supplied to us until 2027 under a long-term supply agreement. Sokolovska
uhelnd, pravni nastupce, a.s. challenged the validity of the supply agreement in connection with this dispute.

In July 2011, we filed a civil lawsuit on the grounds of unjust enrichment in the amount of approximately
CZK 56 million against Sokolovska uhelna, pravninastupce, a.s. We requested thereturnofthe payments made by us
in the period between January and May 2011 above the price agreed in the long-term supply agreement. The
proceedings were pending before the Regional Court in Pilsen.

In June 2014, we filed a civil lawsuit on the grounds of unjust enrichment in the amount of approximately
CZK 76.8 million against Sokolovska uhelnd, pravninastupce, a.s. Werequested the return of the payments made by us
in the period between June and December 2011 above the price agreed in the long-term supply agreement. The
proceeding was pending before the District Court in Sokolov.

In December 2014, we lodged a claim with the District Court in Sokolov against Sokolovska uhelnd, pravni
nastupce, a.s. We claimed that Sokolovska uhelna, pravninastupce, a.s. deliveredin 2011 less quantity of brown coal
than it was stipulatedin the long-termsupply contract and, therefore, it was obliged to pay us a so-called “ship-or-
pay” contractual penalty. The claimed amount was approximately CZK 342 million plus approximately CZK 160
million further claimed as a contractual penalty for a default with the payment of the said ship-or-pay contractual
penalty together with default interest on both amounts.

In March 2015, we lodged a claim with the District Court in Sokolov against Sokolovska uhelna, pravni
nastupce, a.s. We claimed damages amounting to approximately CZK 206 million plus related amounts resulting from
the forced reimbursement of the brown coal delivery to Tisova power plant during the period January 2012 till
December 2014, which Sokolovska uhelnd, pravni nastupce, a.s. was obliged to pay under the related long term
purchase contract.

In December 2015, we filed an action with the District Court in Sokolov against Sokolovska uheln, pravni
nastupce, a.s. requesting the payment of a contractual penalty in the amount of approximately CZK 430 million for
failure to comply with the “ship-or-pay” obligation relating to the supplies of brown coal in 2012.

In February 2016, Sokolovskd uhelnd, pravni néastupce, a.s. filed a lawsuit against CEZ claiming
approximately CZK 1,054 million plus accrued appurtenances as unjust enrichment of CEZ based on the fact that
CEZ had allegedly purchased coal in the period from 2010 to 2013 for a lower price than would have been arm’s
length prices. Sokolovska uhelnd, prdvni nastupce, a.s. claimed reimbursement of the balance and contractual
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penalties.

In October 2016, CEZ and Sokolovska uhelnd, pravni nastupce, a.s. entered into a settlement agreement to
terminate all their existing lawsuits. Under the settlement agreement, which took effect on January 2, 2017, the parties
undertook, inter alia, to terminate the proceedings stated above. In February 2017, the above proceedings were
terminated by final rulings.

In connectionwith the proceedings above, we were also investigated by the Specialized Tax Office. We filed
an administrative action to the Municipal Court in Prague against the decision of the Specialized Tax Office (as
confirmed by the decision of the Appellate Financial Directorate) by which the Specialized Tax Office imposed on
CEZ a fine in the amount of CZK 150 million for an alleged abuse of CEZ’s dominant position by purchasing brown
coal from Sokolovska uhelnd, pravninéstupce, a.s. for a price allegedly lower than was the usual market price. The
court proceeding is still pending.

Litigation berween CEZ Distribuce, a. s. and UNIPETROL RPA, s.r.0. over Unjust Enrichment

In August 2015, UNIPETROL RPA, s.r.o. filed an action with the District Court in D&&in against CEZ
Distribuce, a. s. alleging unjust enrichment in the amount of approximately CZK 303 million arising fromalleged
illegal invoicing of the price for distribution of electricity. UNIPETROL RPA, s.r.0. alleged that in the period from
January 1, 2013, to October 1, 2013, the charge for electricity distribution should not have beenrequestedand invoiced
by CEZ Distribuce, a. s. to UNIPETROL RPA, s.r.0. The proceeding is still pending.

Litigation berween CEZ Distribuce, a. s. and ArcelorMittal Ostrava a.s. over Unjust Enrichment

In August 2015, ArcelorMittal Ostrava a.s. filed an action with the District Court in D&¢in against CEZ
Distribuce, a. s. alleging unjust enrichment in the amount of approximately CZK 394 million arising from alleged
illegal invoicing ofthe price for distribution of electricity. ArcelorMittal Ostrava a.s. alleged that in the period from
January 1, 2013, to October 1, 2013, the charge for electricity distribution should not have been requested and invoiced
by CEZ Distribuce, a. s. to ArcelorMittal Ostravaa.s. In April2017, the District Court in Dé¢in dismissed the claim in
its entirety.

Insolvency Proceedings of Lignit Hodonin

In the insolvency proceedings against Lignit Hodonin, s.r.0.,a producer and supplier of brown coal, we have
registered claims in an amount exceeding CZK 115 million. This amount includes CZK 23 million corresponding to
supplied and unpaid electricity under contracts, while the rest relates to penalties resulting fromthe contracts. The
insolvency proceedings were terminated in September 2013 due to the insolvency estate being insufficient to settle the
creditors’ claims. Thus the claimregistered in the insolvency proceedings by CEZ was not settled at all. In addition, the
insolvency administrator filed a suit againstus for damages amounting to CZK 196.2 million, allegedly resulting from
ourabuseofadominant position in determining the purchase price of brown coal deliveries under a sales contract
entered intowith Lignit Hodonin, a.s. as thesupplier. We deny the claimin its entirety. The disputed receivables have
been transferred several times by the claimant. Currently, Ultra Plus Holding Limited acts as the claimant in the
proceedings. The outcome of the proceedings cannot be predicted at this stage.

Litigation between CEZ and SKODA JS, a.s. over Compensation of Loss.

In November 2016, CEZ filed an action for damages with the District Court in Pilsen — City against SKODA
JS, a.s., seeking compensation for loss in the amount of CZK 611 million in relation to weld inspections of CEZ
nuclear plants.

Insolvency Proceedings of Chladici vé%e Praha, a. s.

In the insolvency proceedings against Chladicivéze Praha, a. s., SKODA PRAHA Invest s.r.0.,a subsidiary of
CEZ, as., has registered claims relating to the gas-steam power unit of Pogerady power plant, consisting of (i)
contingent claims from possible future defects in the total amount up to approximately CZK 438 million (of which
CZK 21.3 became non-contingentin course of the proceedings), and (ii) non-contingent claims in the total amount of
approximately CZK 13 million. In June 2016, the registered claims were denied by the insolvency trustee. In July 2016,
SKODA PRAHA Invests.r.o. filed an action with theinsolvency court seeking court declaration of the validity and
amount of all the denied registered claims.
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In March 2016, SKODA PRAHA Invest s.r.o. filed with the District Court of Prague 6 an action for
performance of a bank guarantee of PPF banka a.s. in the total amount of approximately CZK 43 million.

The insolvency proceedings and court proceedings concerning these actions are still pending.

Insolvency Proceedings of VITKOVICE POWER ENGINEERING a.s.

In the insolvency proceedings against VITKOVICE POWER ENGINEERING a.s. SKODA PRAHA Invest
s.1.0.,a subsidiary of CEZ, a. s., has registered claims relating to construction of a new power unit at Ledvice power
unit and complex retrofitting of Prunéfov II power plant, consisting of (i) a contingent claim from potential future
defects in Prunétov Il power plant in the total amount of approximately CZK 8.8 billion, (ii) approximately CZK 20.43
million non-contingent claim in relation to Prunéfov II power plant and (iii) approximately CZK 105.27 million non-
contingent claimin relation to Ledvice power plant. Majority of the above claims (except for the claims in the amount
of approximately CZK 338 thousand which were undisputed in the insolvency proceedings) were denied by either the
insolvency trustee, VITKOVICE POWER ENGINEERING a.s. or both. In December 2016, SKODA PRAHA Invest
s.r.0.filed fouractions with the insolvency court seeking court declaration of the validity and amount of the denied
registered claims in the totalamountof approximately CZK 8.8 billion. Both the insolvency proceedings and the court
proceedings concerning the four actions are still pending.

Insolvency Proceedings of MODRANY Power, a.s.

In the insolvency proceedings against MODRANY Power, a.s. SKODA PRAHA Invests.r.0., a subsidiary of
CEZ, a. s., has registered claims relating to the construction of new power unit at Ledvice power plant, the complex
retrofitting of Prunéfov I power plant, the construction of new gas-steam power unit at Po¢erady power plant and
several projects at the Dukovany nuclear power plant. The registered claims consisted of (i) contingent claims for
possible future defects in the total amount up to approximately CZK 4.4 billion, (ii) non-contingent claims from
contractual penalties for the late delivery of works in the total amount of approximately CZK 348 million, and (iii)
contingent claims in the totalamount of approximately CZK 314 million from contractual liabilities and return of the
amounts paid for extra works conducted at Po¢erady power plant in case the arbitral award of Arbitration Court
attached to the Economic Chamber ofthe Czech Republic and Agricultural Chamber ofthe Czech Republic is revoked
by court. In March 2016, the insolvency trustee denied the registered non-contingent claims in the amount of
approximately CZK 348 million and the contingent claims in the total amount of approximately CZK 314 million. In
April 2016, SKODA PRAHA Invest s.r.o. filed with the insolvency court actions seeking court declaration o f the
validity and amount of all the denied registered claims. In December 2016, SKODA PRAHA Invest s.r.0. withdrew
part of the registered non-contingent claims (including the respective part of the court action) fromthe contractual
penalties so that non-contingentclaims from the contractual penalties in the total amount of approximately CZK 286
million remain registeredin the insolvency proceedings and subject to the proceedings for court declaration of their
validity and amount. Both the insolvency proceedings and the court proceedings concerning the actions are still
pending.

Litigation Proceedings between CEZ Prodej, s.r.o. and SZDC

In June 2010, we filed with the Municipal Court in Prague a claim against Railway Infrastructure
Administration, state organization (“SZDC), for damages in the totalamount of CZK 805 million. Our claim arose out
of abreach ofthe agreement onelectricity supply by SZDC, which did not off-take the contracted amount of electricity
in 2010. The Municipal Court in Praguedismissed our claim due to circumstances that exclude liability of SZDC. We
appealed against the judgment of the Municipal Court in Prague. The appellate court (The High Court in Prague)
cancelled the judgment of the Municipal Court in March 2015 and upheld the claimin the full amount including the
accessories. This claimin the totalamount, with accessories, of CZK 1.1 billion was settled by SZDC in 2015. At the
same time, SZDCfiled an extraordinary appeal with the Supreme Court ofthe Czech Republic. The proceeding is still
pending.

In January 2013, we filed with the Municipal Court in Prague another claim against SZDC for damages in the
totalamount of CZK 857 million. Our claim arose out ofthe breachby SZDC of the agreement on electricity supply,
where SZDC did not off-take its contracted amount of electricity in 2011. In November 2016, the Municipal Court in
Prague upheld our claimin the fullamount including the accessories. SZDC appealed against the judgment of the
Municipal Court in Prague. The proceeding is still pending.
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Squeeze-Out Proceedings

In the Czech Republic, we are a party to the following pending proceedings in connection with the squeeze-
out of former minority shareholders in our subsidiaries:

e Action against Severoceské doly a.s. forreview of consideration and stipulation of further consideration
in connection with the squeeze-outin Severoceské doly a.s. theproceedings are currently pending in the
first instance. If the claimants prevail in the proceedings, the aggregate further consideration might
amount to up to CZK 1,800 million.

e Action against CEZ Teplarenskd, a.s. forreview of consideration and stipulation of further consideration
in connection with squeeze-out in United Energy, a.s. the proceedings are currently pending in the first
instance. The possible impact ofthe action on CEZ Teplarenska, a.s. or CEZ cannot be estimated at this
stage.

As of the date of this Base Prospectus, it is not possible to predict the outcome of the above mentioned
proceedings concerning the squeeze-out of former minority shareholders in our subsidiaries.

Litigation with Lesy Ceské republiky, s. p. over Compensation of Damage

We face 37 lawsuits initiated by thesame plaintiff, Lesy Ceské republiky, s.p., a state-owned company. All of
the suits have the same grounds, namely a claimfor compensation of damage caused by our operations to forest crops
in 1997 and between 1999 and 2014. The oldest suit is from 1999; the latest one is from 2016. The total amount
claimed is CZK 500 million plus interest and other related amounts.

Litigation between CEZ Prodej, s.r.o. and VITKOVICE, a.s.

In March 2012, CEZ Prodej, s.r.0. filed an action with the Regional Court in Ostrava against VITKOVICE,
a.s.seeking damages in the amount of CZK 386 million on the grounds of a breach ofan electricity supply contract by
VITKOVICE, a.s. CEZ Prodej, s.r.0. also claimed an additional CZK 10 million for unpaid supply of electricity. In
June 2016, the Regional Court in Ostravadismissed the claimof CEZ Prodej, s.r.0. for damages in the amount of CZK
386 million and, in the same judgement, upheld a part ofthe claimof CEZ Prodej, s.r.0. forunpaid supply of electricity
in the amount of CZK 4 million. The remaining part ofthe claim of CEZ Prodej, s.r.0. for unpaid supply of electricity
in the amount of CZK 6 million was dismissed. CEZ Prodej, s.r.0. appealed against the part of the judgement which
dismissed part of their claims. On April 5, 2017, the High Court in Olomouc affirmed the first instance ruling of the
Regional Court in Ostrava, thus, having dismissed both the claim of CEZ Prodej, s r.0. for damages in the amount of
CZK 386 million and claim for unpaid supply of electricity in the amount of CZK 6 million. The claim of CEZ Prodej,
s.r.0.forunpaid supply of electricity in the amount of CZK 4 million was settled by VITKOVICE, a.s. in October 2016.

Litigation between C‘EZDistribuce, a.s. and OTE, a.s.

In March 2016, CEZ Distribuce, a. s. filed a lawsuit on the grounds of unjust enrichment in the amount of
approximately CZK 1.9 billion (including appurtenances) against OTE, a. s. due to the incorrectly invoiced costs
related to promotion of electricity in connection with the local (own) electricity consumption from January to October
2013. The District Court in Prague 8 stayed the proceedings due to lack of jurisdiction and referred the case to the
Energy Regulatory Office. Upon appeal of CEZ Distribuce, a. s., the appellate court reversed the decision of the
District Court in Prague 8and referred the case back to District Court in Prague 8 which, again, stayedthe proceedings
due to lack of jurisdiction. CEZ Distribuce, a. s. appealed against the decision of District Court in Prague 8 again .

In November 2016, CEZ Distribuce, a. s. filed another lawsuit on the grounds of unjust enrichment in the
amount of approximately CZK 871 million againstOTE, a. s.dueto the incorrectly invoiced costs related to promotion
of electricity in connection with the local (own) electricity consumption from October to December 2013.
Subsequently, CEZ Distribuce, a. s. modified the lawsuit so that the currentamount claimed against OTE, a. s. is CZK
2.6 billion.

The lawsuits are a consequence of vague legislation in this area, because the respective legislation did not
provide clearly forwhether CEZ Distribuce, a.s. should collect this fee fromits customers and transfer themfurtherto
OTE, a.s. The lawsuits prevent the claims from being time-barred. The proceedings are pending before the District
Court of Prague 8.
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The investigations by police in the Czech Republic

CEZ has been contacted by the police of the Czech Republic in several cases. All cases are still at their
preliminary stage which typically lasts for several months and sometimes a year or longer. At that stage police collect
and verify information in order to decide whether there are justifiable reasons for starting criminal prosecutions.

In April 2016, CEZ Obnovitelné zdroje, s.r.0., an operator of the solar power plant Vranovska Ves with
installed capacity of 16.033 MW, received a resolution of the police of the Czech Republic on seizure of a part of funds
which CEZ Obnovitelnézdroje, s.r.0. is in the future entitled to receive under the settlement agreement between CEZ
Obnovitelné zdroje, s.r.o.and OTE, a.s. The funds seized by the Czech police are equal to the difference between the
amount of subsidies paid to the solar power plant Vranovska Ves and the amount of subsidies that would have been
paid to the solar power plant Vranovska Ves if it had been put into operation in 2011 when the subsidies were
decreased, comparedto the period prior to 2011 when the solar power plant Vranovska Ves was put into operation.

In November 2016, the High Court in Olomouc cancelled the original resolution of the police of the Czech
Republic and issued a new resolution toseize the claimof CEZ Obnovitelné zdroje, s.r.0. against OTE, a.s. in the total
amount of CZK 383 miillion (according to theoriginal resolution, the police of the Czech Republic seized the claim of
CEZ Obnovitelné zdroje, s.r.o. against OTE, a.s. in the total amount of CZK 606 million). The funds of CEZ
Obnovitelné zdroje, s.r.0. are deposited with the Czech National Bank and cannot be disposed of by CEZ Obnovitelné
zdroje, s.r.o.

In February 2017, the police ofthe Czech Republic issued a resolution to seize the funds of CEZ in the total
amount of CZK 223 million which, as a result, cannot be disposed of by CEZ.

We believe that the solar power plant Vranovska Ves received the subsidies in compliance with applicable
law which was confirmed by several inspections conducted by the ERO. Therefore, CEZ Obnovitelnézdroje, s.r.0. and
CEZ, respectively filed a complaint against the both resolutions of the police of the Czech Republic.

In this proceeding the accused persons are not employees of CEZ Group. CEZ Obnovitelné zdroje, s.r.o. and
CEZ are the injured parties. Both resolutions are only preliminary rulings.

CEZ and CEZ Obnovitelné zdroje, s.r.o. fully cooperate with the investigators and provide them with all
requested documentation and information.

POLAND

Proceedings Relating to Our Polish Wind Farms Developer

Agrowind Kofczewosp. zo.o. (“Agrowind”) filed a lawsuit against Eco-Wind Construction S.A., our Polish
wind farms developer (“EWC”) and six other defendants (including Eco-Wind sp. zo.0. (“EW”)) claiming damages
amounting toPLN 22,653,583 and appurtenances (on a joint and several basis). The damage was allegedly caused by a
lease of certain lands by EWCand EW which hadbeenallegedly leased by the owners thereof also to Agrowind. On
December 4, 2012, the plaintiff expanded its claimto a total of PLN 112,712,952 and appurtenances (approximately
CZK 707 million). The case is currently pending. The court proceeding is expected to last several years.

BULGARIA

Proceedings with the Bulgarian Energy and Water Regulatory Commission (KEVR) and related disputes

In 2015 and 2016, CEZ Razpredelenie Bulgaria AD and CEZ Elektro Bulgaria AD filed an appeal against
numerous decisions of the KEVR relating to electricity prices. The court proceedings are pending.

CEZ Razpredelenie Bulgaria AD filed an appeal against decisions of the KEVR relating to the prices for
access to the distribution grid by producers generating electricity from renewables and to compensation of costs
incurred by electricity suppliers in connection with theobligationto purchase electricity from renewables and highly
effective combined heatand power generation for a preferential price. The KEVR decision concerning the prices for
access to thedistribution grid by producers generating electricity fromrenewables has been cancelled by the court and
the case has returned to the KEVR to issue a new pricing decision. The other court proceedings are still pending.
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CEZ Razpredelenie Bulgaria AD and CEZ Elektro Bulgaria AD appealed the Ordinance No. 1 of KEVR of
April 5, 2013, providing for regulated electricity prices, as amended by the decree providing for electricity prices
applicable from February 28, 2014. The decree, as amended, changed the method for invoicing the reactive power
surcharge onactive power paid by electricity distributors and prescribed that costs arising fromenergytrade balancing
(deviation balancing) shall not be recognized for the purposes of price regulation. In accordance with the claims of the
companies, the court abolished a part of Article 10 of the Ordinance No. 1. The court decision was appealed by the
regulator. By decision dated February 23, 2016, the Supreme Administrative court finally abolished Article 10, par. 2,
points 2and 6 ofthe Ordinance No. 1 which regulated the electricity prices related to the lack of recognition of the
expenses for balancing and for reactiveenergy in the electricity prices. Thedecisionofthe court has beenpromulgated
in the Official Gazette on March 15, 2016, and is in force. Based on an appeal of EVN, another electricity distribution
company operatingin Bulgaria relating to the same matter, the Supreme Administrative court issued an ambiguous
decision which nevertheless was promulgated in the Official Gazette on December 16, 2016, and is in force. Based
upon analysis of the Supreme Administrative court’s decision, CEZ Razpredelenie Bulgaria AD and CEZ Elektro
Bulgaria AD concluded that the invoicing of the expenses for balancing and reactive energy is possible.

A hearing in the proceedings forthe alleged breach of competition law and article 101 and 102 of the Treaty
on Functioning of the European Unionwhich was initiated by the Commission for the Protection of Competition (CPC)
in 2013 against all three electricity distribution companies operating in Bulgaria (CEZ Group, ENERGO - PRO and
EVN) in connection with alleged joint actions of the above companies on the electricity market was held on October
22, 2014. CPC requested additional documents and information from CEZ Razpredelenie Bu lgaria and CEZ Trade
Bulgaria EAD in July 2015. No otheraction has beenundertaken so far. A few other minor competition proceedings
have beeninitiated against CEZ Razpredelenie Bulgaria AD in 2015 and 2016 with a maximal penalty of up to 10% of
the turnover. The proceedings are still pending.

On March 19, 2014 the KEVR initiated licenserevocation proceedings in respectofthe electricity sale license
held by CEZ Elektro Bulgaria AD based on the alleged delayed payments of CEZ Elektro Bulgaria AD to NEK, a
Bulgarian producer of electricity, amounting to BGN 63.7 million (approximately CZK 880 million). We believe that
there are no grounds forthe licenserevocation proceedings and CEZ Elektro Bulgaria AD are taking action to prevent
the revocation of its license.

An audit by KEVR was conducted in respect of CEZ Razpredelenie Bulgaria AD to examine the compliance
by CEZ Razpredelenie Bulgaria AD with terms and conditions of its electricity distribution license in the period from
July 1, 2008 to November 30, 2013. CEZ Razpredelenie Bulgaria AD received 981 administrative decisions on alleged
individual breaches. Appeals and objections were filed against all these administrative decisions. Following the
appeals, CEZ Razpredelenie Bulgaria AD received 206 administrative acts on imposition of penalty decrees in the
amount of BGN 20,000 (approx. CZK 283,000) for each breachofthe terms and conditions ofthe distribution license.
CEZ Razpredelenie Bulgaria AD has appealedall 206 administrative acts. As of the date of this Base Prospectus, 179
judicial decisions were issued— 92 of the judicial decisions have affirmed the penalty decrees with CEZ Razpredelenie
Bulgaria AD having paid the penalties, whilst 87 of the judicial decisions have definitively repealed the penalty
decrees. The remaining proceedings are pending.

Litigation in Bulgaria with NEK

In March 2014, NEK, a Bulgarian producer of electricity, notified CEZ Elektro Bulgaria AD of the
commencement of arbitration proceedings before the Bulgarian Chamber of Commerce and Industry (BCCI). NEK
claimed payment for electricity supplies in 2011 and 2012 in the amount of BGN 10 million (approximately CZK 138
million). CEZ Elektro Bulgaria AD refusedthis claim. By its decision of October 4, 2016 the court has dismissed the
claim of NEK. The decision is final.

In March 2014, NEK filed a petition with the Sofia City Court against CEZ Razpredelenie Bulgaria AD. NEK
claims payment for electricity supplies in 2011 and 2012 in the amount of BGN 5.9 million (approximately CZK 81
million). On April2, 2014, CEZ Razpredelenie Bulgaria AD filed written objections. In a closed hearing held on June
1, 2015, the court summoned ESO EAD (electricity transmissionsystemoperator) as the plaintiff instead of NEK. The
next hearing is set to take place in June, 2017.

On September 17, 2015, NEK filed an action against CEZ Electro Bulgaria AD and claimed payment of BGN

6.4 million for allegedly unpaid electricity supplies. CEZ Electro Bulgaria AD refused all claims and arguedthat these
receivables were offset against the receivable of CEZ Electro Bulgaria towards NEK. On October 11, 2016 the first
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instance court issued an ambiguous decision and CEZ Electro Bulgaria AD filed an appeal against the decision. The
proceeding is still pending.

Commission for Protection against Discrimination

The Bulgarian Commission for Protection against Discrimination has opened a case against CEZ
Razpredelenie Bulgaria AD accusing the company of discrimination based on ethnicity. The discrimination was
allegedly effected by installing distribution cases in the height of 6-8m in certain areas and 1-2min different areas. On
July 16, 2015, the Court of the European Unionin Luxembourg held that Anelya Nikolova was discriminated against
by CEZ Razpredelenie Bulgaria AD. The case has been taken over by the Administrative Court in Sofia. The next
hearing is set for May 22, 2017.

International Investment Arbitration Proceedings against the Republic of Bulgaria

On November 19, 2015, CEZ officially informed the Republic of Bulgaria of its intention to initiate
international investment arbitration proceedings on the grounds of the Republic of Bulgaria’s failure to protect its
investment in the energy sector, unless the current situation is quickly remedied and the damage caused duly
compensated. In additionto CEZ, EVN and Energo-Pro, other large international companies owning distribution and
sales facilities in Bulgaria, have also initiated such international investment arbitration proceedings. CEZ decided to
send a Notice of Dispute to the Republic of Bulgaria after a series of submissions to Bulgarian state bodies that
negatively influenced the business operations of CEZ companies in Bulgaria. The Notice of Dispute followed only after
the preceding negotiations with the Ministry of Finance of the Republic of Bulgaria failed to reach a remedy, and after
CEZ companies in Bulgaria exhausted available national (Bulgarian) remedies. The Notice of Dispute was the first
formal step in initiating international investment arbitration under the Agreement for the Promotion and Reciprocal
Protection of Investments, entered into between the Czech Republic and the Republic of Bulgaria, and under the
Energy Charter Treaty.

OnJuly 12, 2016, CEZ filed with the International Centre for Settlement of Investment Disputes (“ISCID”) a
Requestfor Arbitration againstthe Republic of Bulgaria, by which it commenced international investment arbitration
proceedings onthe grounds of the Republic of Bulgaria’s failure to adhere to the investment protection provisions of
the Energy Charter Treaty and protect CEZ’s investment in the Bulgarian energy sector. The procedure for establishing
an arbitration tribunal is in process in accordance with ISCID rules.

ROMANIA

Complaint of the CEZ Group to E.U. Commission concerning reduction of support of renewable energy by
Romanian government

In 2013, the Romanian government reduced support of renewable energy sources (including our Romanian
wind power plants) in a mannerthat interferes with investors’ legitimate expectations and violates the Treaty on the
Functioning ofthe E.U. (concerningthe freedomofestablishment and free movement of capital) and other principles of
E.U. law. Please see also “Risk Factors— We may not be able to fully recover the value of our investment in Romanian
wind power plants.” and “Description of the Issuer—Electricity Generation—Wind power generation—Romania.”

CEZ submitted a complaint and initiative to the E.U. Commission and requested the E.U. Commission to
investigate whether the new renewable energy support scheme is in compliance with E.U. law. The E.U. is currently
reviewing our complaint and initiative. Due to the current developments regarding the renewable support scheme in
Romania, the complaint is no longer relevant.

TURKEY

Turkish Administrative Court Proceedings with Respect to Regulatory Tariffs

Both Sakarya Elektrik Dagitim A.S. (SEDAS — Turkish distributor of electricity operated by our joint venture
with Akkok Group) from 2011 and Sakarya Elektrik Perakende Satis A.S. (SEPAS - Turkish seller of electricity
operated by our joint venture with Akkok Group) from2013 appealed against a number of administrative decisions of
the Turkish energy market regulatory authority (“EPDK?”) that reduced a portion of operating costs that are to be
automatically recognized in regulated electricity tariffs. On December 18, 2012, one ofthe disputes was resolved by the
administrative courtin Ankara in favour of SEDAS. EPDK appealed against thefirst instance decision to the Supreme
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Administrative Court of Turkey and nodecisionon the appeal has been taken yet. During 2016, four of the disputes
were decided by the administrative court in favour of EPDK. Both SEDAS and SEPAS appealed against the first
instance decision to the Supreme Administrative Courtof Turkey andno decision onthe appeals has been issued yet.
The remaining case is in the stage of filing replies.

In March and May 2016, SEDAS filed three administrative actions and SEPAS filed two administrative
actions against the decisions of EPDK regulating the limits of SEDAS’s revenue from electricity distribution in the
regulatory period of 2016 to 2020, including the method for calculation and application, regulating the limits of
SEPAS’s revenue from electricity sales in the regulatory period of 2016 to 2020, and limits on SEPAS’s costs and
expensesin the regulatory period of 2016 to 2020. On March 6, 2017 the first instance court partially decided in favour
of SEPAS in one ofthe cases and, subsequently, EPDK appealed against this court decision. No court decision has
been issued yet in the other proceedings.

Court Proceedings in Turkey relating to the Grid Losses

Electricity distribution and sales companies in Turkey are facing lawsuits from customers concerning
refunding the costs to customers of technical and non-technical losses paid for by the companies’ customers. For
SEDAS and SEPAS, the total amount concerned in the pending proceedings is immaterial and, due to the legislation
enacted in 2016, it is expected that the cases will be dismissed.
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DESCRIPTION OF OTHER INDEBTEDNESS

The following summary of certain provisions of our material other indebtedness does not purport to be
completeandissubjectto, andqualified inits entirety by reference to, theunderlying documents. Please also see Notes
17,18,19 and 22 of our audited consolidated financial statements for the year ended December 31, 2016, which are
incorporated by reference into this Base Prospectus.

Our Indebtedness

Our indebtedness mainly consists of borrowings from financial institutions (including the European
Investment Bank) and funding fromcapital markets. We maintain a flexible funding strategy and monitor domestic and
foreign financial market conditions as part of our financing activities.

As of December 31, 2016

(CzK in millions) (% of total)
Funding fromcapital markets ...........cccccoeueene. 132,044 78.7
Borrowings fromfinancial institutions.......... 35,772 21.3
TOtAl .o 167,816 100.0

Borrowings from Financial Institutions

We have signeda variety of loan facilities, including with the European Investment Bank and European Bank
for Reconstruction and Development. Thesefacilities have been used for general corporate purposes, but have also
been used as funding for particular projects such as investments in reinforcing and developing the distribution grid in
the Czech Republic as wellas in Bulgariaand Romania, and financing of our Polish combined heat and power plant
Chorzow. As of December 31, 2015 and 2016, borrowings fromfinancial institutionsamounted to CZK 22,793 million
and CZK 35,773 million, respectively.

Funding from Capital Markets

We regularly issue bonds domestically and internationally as part of our strategy to diversify our funding
sources and maintain longer liability maturities. As of December 31, 2015 and 2016, the balance of bonds issued by
CEZ was CZK 134,701 million and CZK 132,044 million, respectively. We issue bonds in a variety of currencies
including Euro, Czech crowns, Japanese Yen and U.S. dollars. However, we generally enter into cross-currency swaps
with respect to principal and interest payable in order to keep our exposure in Euro. The majority of our bonds are
issuedon a fixed interest rate basis. As of December 31, 2016, the aggregate nominal amount of outstanding Notes
issued under this Programme was equal to EUR 3.7 billion.

We proactively manage our bond maturities via cash tender offers or combined cash tender and exchange
offers. Recently, in November 2015, we offered to purchase for cash USD 700 million 4.250% Notes due 2022 and
EUR 750 million 4,500% Notes due2020issued underthis Programme. As aresult of this offer, we repurchased 2022
notes in the nominal amount of USD 411,406,000. In December 2015 we purchased for cash the nominal amount of
EUR 6 million zero-couponNotes due 2038issuedas private placementunder this Programme. We plan to continue to
issue bonds in a balanced manner to institutional and individual investors both inside and outside of the Czech Republic
in line with our strategy of maintaining longer maturities and diversified funding sources.

In June 2013, CEZ invited holders of its outstanding EUR 600 million 6% notes due 2014, EUR 600 million
5.75% notes due 2015, EUR 50 million floating rate notes due 2019, EUR 750 million 5.00% notes due 2021, EUR 6
million zero coupon notesdue 2038, JPY 12 billion 3.005% notes due 2038 and JPY 8 billion 2.845% notes due 2039,
previously issued under this Programme, to consent to certain amendments to theevents of default contained within the
historical terms and conditions of those notes. The purpose of this proposal was to amend the historical terms and
conditions in order to conform them to the current form of terms and conditions for issues of notes under this
Programme. Amendmentsto the terms and conditions proposed by CEZ were approved by a noteholders meeting held
on July 8, 2013.
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On February 4, 2014, we issued, through our Dutchsubsidiary CEZ MH B.V., EUR 470.2 million guaranteed
exchangeable bonds due2017and, subjectto our cashelectionright, exchangeable for 7% of existing ordinary shares
in MOL ( MOL Magyar Olaj- és Gazipari Nyilvanosan Miikod6 Részvénytarsasag) between January 25, 2017 and July
21, 2017. The bonds are guaranteed by CEZ. On March 31,2017, CEZ MH B.V. concludedits invitation to holders of
its outstanding EUR 470.2 million exchangeable bonds to tender their bonds. Following expiration of the invitation,
CEZ MHB.V. received valid tenders of exchangeable bonds for purchasein ag gregate principal amount of EUR 463.1
million. CEZ MHB.V. acceptedfor purchaseall validly tendered exchangeable bonds. Of the principalamount of EUR
468.6 million of the exchangeable bonds outstanding priorto the invitation, approximately 98.8 per cent were accepted
for purchase by CEZ MH B.V. in the invitation. Following settlement of the invitation, exchangeable bonds in the
aggregate principalamount ofapproximately EUR 5.5 million remain outstanding. The finalsize of the equity placing
of MOL Hungarian Oil and Gas Plc shares by CEZ MH B.V. will be 7,561,372 million shares in MOL Hungarian Oil
and Gas Plc raising proceeds of HUF 141.4 billion. Settlement of the invitation and the equity placing occurred on
April 4, 2017. After settlement of the equity placing, CEZ MH B.V. continues to hold 89,796 or 0.1% of shares in
MOL Hungarian Oil and Gas Plc. On April 11, 2017, pursuant to applicable terms and conditions, CEZ MH B.V.
notified the holders of the outstanding exchangeable bonds in the aggregate principal amount of approximately EUR
5.5 million that CEZ MH B.V. would redeemallthe outstanding exchangeable bonds on May 16, 2017 for the principal
amount. As aresult, the holders of the outstanding exchangeable bonds may exercise their exchange rights on May 2,
2017, at the latest.

Short-Term Indebtedness

We have issued short-term debt as set forth in the table below.

As of December 31, 2016

(CzZK in millions)

Short-termbank loans.........ccccoeeeevvenninene, 7,962
Bank overdrafts .......cccovevveiieeeiecenen, 381
Total short-termloans ........ccoveevveevinnneen. 8,343
Current portion of long-termdebt............ 17,208
Short-termdebt, total.........c.cooevriiinis 25551

Totalshort-termdebt (without current portion of long-term debt) as of December 31, 2016, was CZK 8,343
million, representing 5.0% of our total debt as of December 31, 2016.

Long-Term Indebtedness

We have issued long-term debt as set forth in the table below.

As of December 31, 2016

(CZK in millions)

Long-termbank loans.........c.cccooveevvnrnnen. 27,429
of which current portion.........c..c..c....... 3,403
BONAS ..o 132,044
of which current portion.........c.ccc....... 13,805
Long-termdebt, total .........cccoovrvvvrrnnee. 159,473

Total long-term debt as of December 31, 2016, was CZK 159,473 million, representing 95.0% of the total
amount of our total debt as of December 31, 2016. Long-termborrowings fromfinancial institutions comprised 17.2%
of the long-termdebt as of December 31, 2016.

Our long-termdebt has both floating and fixed rates of interest which can expose us to interest rate risk and
risks of changes in fairvalue of these financial instruments. As of December 31, 2016, our long- term debt comprised
80.2% of fixed rate debt, with the remainder being floating rate debt based mainly on EURIBOR, LIBOR, PRIBOR or
CPI. Forinformation regardingthe repayment schedule of our long -termdebt and interest rates for short and long-term
debt, please seeNotes 17, 18, 19 and 22 of ouraudited consolidated financial statements for the year ended December
31, 2016.
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We have entered into interest rate swaps and other derivative contracts to manage risk associated with
fluctuations in interest rates. For information with respectto derivative financial instruments and hedging, please see
Note 19 of our audited consolidated financial statements for the year ended December 31, 2016.
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REGULATION

Below isa briefsummary ofthe rules and regulations applicableto the CEZ Groupin the CzechRepublic as
our principal market. With the accession ofthe Czech Republic to the European Union on May 1, 2004, the Czech
Republic adopted the customs, rules and regulations ofthe European Union, and therefore we have also included a
descriptionofthe European Union Legislation as applicable to the CEZ Group. The following summary does not
purport to be complete and is subject to the regulations of jurisdictions referred to below.

European Union Legislation

History of Energy Regulation

By virtue of its membership in the European Union, the Czech Republic is required to adhere to E.U. energy
legislation which has continuously developed in order to establish a competitive, secure and environmentally
sustainable electricity market.

The E.U. Commission beganregulating the E.U. energy market by enacting the “First Energy Package” in
1996 and 1998 which comprised of Directive 96/92/EC Concerning Common Rules for the Internal Market in
Electricity (the “E.U. First Electricity Directive”) and Directive 98/30/EC Concerning Common Rules for the Internal
Market in Natural Gas (the “E.U. First Gas Directive”). The E.U. First Electricity Directive and the E.U. First Gas
Directive were designedto openaccess to theinternal electricity and gas markets of E.U. member states and to allow
for better competition in these markets. In June 2003, the E.U. Energy Council repealed the E.U. First Electricity
Directive and the E.U. First Gas Directive by adopting the “Second Energy Package” comprising of Directive
2003/54/EC Concerning Common Rules forthe Internal Market in Electricity (the “E.U. Second Electricity Directive™)
and Directive 2003/55/EC Concerning Common Rules for the Internal Market in Natural Gas (the “E.U. Second Gas
Directive”).

The E.U. Second Electricity Directive required each E.U. member state to allow for full competition within its
internal commercialand residential electricity markets by July 1, 2004 and July 1, 2007, respectively. The E.U. Second
Electricity Directive also set forth general rules for the organization of the E.U. electricity market, such as the optionof
the member states to impose certain public service obligations, customer protection measures and provisions for
monitoring the security of electricity supply in the European Union; the establishment of a regulatory body,
independent from any interests of the electricity and gas industries, which would be in charge of ensuring non-
discriminatory network access, monitoring effective competition and ensuring the efficient functioning of the electricity
generation, distribution, andtrade market; and the implementation of so-called “legal unbundling” meaning that each
transmissionand distribution system operator had to be separated, at least in terms of legal form, organization and
decision-making, fromother activities in the energy sector not relating to transmission or distribution.

The E.U. Second Electricity Directive further focused on enhancing customer rights by granting household
customersthe right to be supplied with electricity of a specified quality at reasonable, easily and clearly comparable
and transparent prices. Moreover, it required electricity suppliers to provide their end-users with information on the
energy sources andkinds of fuelused in the production of supplied electricity and on the environmental impact of the
supplier’s activities, including the amount of carbon dioxides and radioactive waste produced.

Similar to the E.U. Second Electricity Directive, the E.U. Second Gas Directive, adopted on June 26, 2003,
required each member state to allow for full competition within its internal commercial and residential gas market by
July 1, 2004 and July 1, 2007, respectively. Withregard to the independentregulatory authority and legal unbundling,
the E.U. Second Gas Directive sets forth similar rules as the E.U. Second Electricity Directive.

The Czech Republic implemented these directives in 2003 and 2004.
Current E.U. Energy Regulation

E.U. Energy and Climate Change Legislation

The EU. Commission published the first paper on “An Energy Policy for the European Union” in December
1995 with the main focus on the market integration. In 2006, it was followed by a green paperon “A Furopean Strategy
for Sustainable, Competitive and Secure Energy”. This was revised in two communication “packages” in 2007 and
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2008. The European Council adopted in March 2007 an Action Plan and the E.U. Commission started to propose
concrete legislation from September 2007.

In 2007, the E.U. Commission published a proposal for the establishment ofa new energy policy and strategy
for amore integrated and competitive energy market within the European Union. Designed to ensure a stable energy
supply and combat climate change, such “E.U. Energy and Climate Change Legislation”set certaintargets (known as
“20-20-20” goal), including:

e further liberalization of electricity markets;
e areduction of at least 20% in greenhouse gas emissions by 2020;
e 20% share of renewable energies in E.U. energy consumption by 2020; and

e 20% energy savings by 2020 compared to 2020 projections (1853 Mtoe) made in 2007.

Subsequently, in 2009 the European Unionadopted the E.U. Energy and Climate Change Legislation “Third
Energy Package” which includes (besides climate change related legislation described below), butis not limited to, the
Directive 2009/72/EC Concerning Common Rules for the Internal Market in Electricity (the “E.U. Third Electricity
Directive”), Directive 2009/73/EC Concerning Common Rules for the Internal Market in Natural Gas (the “E.U. Third
Gas Directive”)and Regulation (EC) No. 713/2009 Establishingan A gency forthe Cooperation of Energy Regulators,
Regulation (EC) No. 714/2009 on Conditions for Access to the Network for Cross-border Exchanges in Electricity (the
“E.U. Regulation on Cross-Border Exchanges”) and Regulation (EC) No. 715/2009 on Conditions for Access to the
Natural Gas Transmission Networks (the “E.U. Natural Gas Transmission Regulation”). These directives and
regulations were designed to completethe liberalization of the electricity and gas markets within the European Union.
In particular, such energy legislation contemplates the further separation of supply and production activities from
transmission network operations. To achieve this goal, member states are able to choose, subject to the respective
conditions set forth in the E.U. Third Electricity Directive and the E.U. Third Gas Directive, between the following
three options:

¢ Fullownershipunbundling. This option entails vertically integrated undertakings selling their gas and
electricity grids to an independent operator, which will carry out all network operations. This option
applies to new undertakings.

e Independent SystemOperator (“ISO”). Under this option, vertically integrated undertakings maintain the
ownership ofthe gas and electricity grids, but they are obliged to designate an independent operator for
the management of all network operations. This option may apply to existing undertakings.

e Independent Transmission Operator (“ITO”). This option is a modification of the ISO option whereby
vertically integrated undertakings do not have to designate an ISO, but need to abide by strict rules
ensuring separation between supply andtransmission. This option may apply to existing undertakings.

As further described below, the Czech Republic has opted for the full ownership unbundling with regard to
electricity, and for ITO-unbundling option with regard to gas, although the Czech gas sector is currently, in fact, fully
unbundled.

The E.U. energy legislation, as aforesaid, also enhanced consumers’ rights by establishing the right to (i)
changeelectricity or gas supplier (the process of switching mustbe completed within three weeks), andreceive the final
closure statementat the latest six weeks after the switch; (i) obtain compensation if quality targets are not met; (iii)
receive information on supply terms through bills and company websites; and (iv) see complaints dealt with in an
efficient and independent manner.

Finally, the E.U. Energy and Climate Change Legislation provides for the creation of an agency within the
European Unionfor the coordination of national energy regulators, whichwillissue non-binding framework guidelines
fornationalagencies. It is expected that this will result in a more harmonized energy regulation across the European
Union. The Czech Republic implemented the respective E.U. energy legislation.

2030 E.U. Framework for Climate and Energy Policy

In October 2014, the E.U. Energy Council set new targets and the architecture for the E.U. framework for
climate and energy in the period from2020 to 2030. The newtargets require a reduction of at least40% in greenhouse
gas emissions by 2030 compared to the 1990 levels. Further, renewable energies shallaccount for at least a 27% share
of E.U. energy consumption by 2030 (resulting in up to 47% share of renewable energy sources in electricity
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generation). In addition, E.U. wide energy efficiency shall be increased to 27%, 10% electricity interconnection shall be
reached by 2020 and 15 % by 2030.

In July 2015, the E.U. Commission proposed to revise the E.U. Emission Trading Scheme (“E.U. ETS”) for
the period following 2020. An Innovation Fundand Modernization Fund will be established to help the power sector
meet the innovation and investment challenges of the transition to a low-carbon economy. Free allowances will
continue to be available to modernize the power sector in lower-income member states (including the Czech Republic)
and also free allocation for heat productionwill continue to theend of 2030. In addition, the legislative proposal on a
market stability reservewas approved in October 2015. The placing of allowances in the reserve shall operate from 1
January 2019. For more information, please see “Regulation—Czech Republic—CurrentCarbon Compliance—2030
E.U. Framework for Climate and Energy Policy—Reform of E.U. ETS.”

In April 2016, the Paris Agreementwas signed onbehalf of the E.U, and purported to limit the future increase
in average globaltemperature to, at most, 2°C. The agreementrequires its signatories to introduce measures limiting
theirgreenhouse gas emissions and preventing deforestation. The agreement will apply from 2020. The E.U. has made
a commitment to contribute tothe goal by reducingits greenhouse gas emissions by 40% by 2030 compared to 1990
levels. The Paris Agreement was approved by the E.U. in October 2016 by Council Decision (EU) 2016/1841.

In November 2016, as a follow-up to the targets set by the E.U. Energy Council in October 2014, a proposal
foranewE.U. Renewable Energy Directive was presented as part of the “Clean Energy for All Europeans” package.
The proposal purports toreach a significantincreasein share of renewables in the E.U. energy production by setting an
E.U. wide minimum target of 27% of share of renewable energy in totalgross consumption by 2030, and continually
increasingthe renewables share in the heating and cooling sector by 1% each year. The use of renewables is to be
promoted by streamlining the approval process for new facilities and reaffirming the rights of self-consumers to
reimbursement forexcess energy supplied by theminto the grid. Although the priority grid access for renewables is
anticipatedto be applied only for smallinstallations under certain thresholds and the use of biofuels is to be limited,
investment in renewables is supposedto be encouraged by rules securing the stability of financial support to renewables
projects and improving predictability of their economic performance to allow investors greater certainty as to their
renewables investments. If the proposal is enacted, member states would berequiredto transposethe Directiveby June
30, 2021.

Also in November 2016, as a follow-up to the targets set by the E.U. Energy Council in October 2014, a
proposal fora Directive amending Directive 2012/27/EU on Energy Efficiency was introduced as part of the “Clean
Energy for All Europeans”package. The proposal aims to improve the efficiency of energy supply and boost energy
savings. Theproposal contemplates settingan EU-wide 30% binding energy efficiency target for 2030, and extending
the period duringwhich energy suppliersand distributors are obliged to increase their energy savings annually by at
least 1.5% beyond 2020and, at the same time, it preserves the possibility for member states to introduce alternative
policy measures. It also aims to promote use of smart metering devices by consumers andto allow for obligations to be
imposed on electricity distributors and retail services providers to ensure energy savings. The proposed transposition
deadline for the Directive is one year after its enactment. In addition, a proposal for a revised Directive on the Energy
Performance of Buildings was introduced as part of the package.

Also in November 2016, multiple legislative proposals to implement the new market designwere presented as
part ofthe EU. “Clean Energy for All Europeans” package. The proposal for a new Directive on Common Rules for
the Internal Market in Electricity, besides other things, purports to reinforce and expand the rights of consumers,
compeldistribution systems operators to provideservices better tailored to the needs of consumers, support installation
of newkinds of infrastructure (such as energy storage facilities), and to make a clearer distinction betweenthescope of
activities of distribution and transmission systems operators. The proposal also strives to promote new energy services,
such as demandside response, aggregators or local energy communities, and sets out the rules for smart metering
deployment and data management. The Directive’s transposition deadline is yet to be proposed.

Further,aproposal forarecasted Regulationon the Internal Market for Electricity, introduced as part of the
E.U. “Clean Energy for All Europeans”packagein November 2016, aims to further liberalize the electricity market, for
example, by removing price caps and floors in wholesale trade with prices to be determined by immediate consumption
rate, limiting priority dispatch, orintroducing rules on balancing markets. It sets out therules for capacity mechanisms
deployment, introducing a more European approach by linking it to the result of the E.U. resources adequacy
assessment. The proposal also seeks to enhance regional cooperation of transmission systemoperators by setting up
Regional Operational Centres, which, interalia, ought tobe responsible for short-term system adequacy forecast and
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coordinationofbalancing markets. As at the date of this Base Prospectus, it is proposed that the recasted Regulationon
the Internal Market for Electricity, if adopted, will apply from January 1, 2020.

Cross-Border Trading of Electricity

Besides focusing on liberalizing internal energy markets in every member state, Europeanenergy regulation is
also designed to improve cross-border trade in electricity. Accordingly, the European Union has also implemented
Regulation (EC) No. 1228/2003 on Conditions for Access to the Network for Cross-Border Exchanges in Electricity.
This regulationrequired the establishmentof a committee of national experts chaired by the E.U. Commission, which
adopted guidelines on (i) inter-transmission system operator compensation for electricity transit flows; (ii) the
harmonization of national transmission charges; and (iii) network congestion management. This Regulation
established a fund mechanism to cover costs resulting from cross-border trades, whereby transmission system
operators contribute into a fund according to their net physical import and export flows. The distribution of the
accumulated funds then depends on transit volume.

Although Regulation (EC) No. 1228/2003 was partially successful, the E.U. Commission adopted the E.U.
Regulation on Cross-Border Exchanges. The E.U. Regulation on Cross-Border Exchanges repealed Regulation (EC)
No. 1228/2003 and established rules designed to alleviate cross-border exchange difficulties, with a view to improving
competition and harmonization in the internal electricity market.

The E.U. Regulation on Cross-Border Exchanges created the European Network of Transmission System
Operators (the “ENTSOfor Electricity””), composed of designated transmission network operators from all member
states which have a duty toputin place information exchange mechanisms in order to ensure the security of networks
in the context of congestion management.

The costs related to the activities of the ENTSO for Electricity are borne by the transmission system
operators whichreceive compensation for costs incurred asa result of hosting cross-border flows of electricity on their
networks. Compensation is paid by the operators of national transmission systems fromwhich cross -border flows
originate. Charges for access to networks are also applied by operators.

In 2016, the E.U. adopted new legislation to secure the better interconnection between wholesale and retail
electricity markets, strengthening regional cooperation, and increasing cross-border trade. To this end, Commission
Regulation (EU) 2016/1447 on Establishing a Network Code on Requirements for Grid Connection of High Voltage
Direct Current Systems and Direct Current-Connected Power Park Modules and Commission Regulation (EU)
2016/631 on Establishinga Network Code on Requirements for Grid Connection of Generators, were enacted in April
and August2016, respectively. The regulations provide for unification of technical requirements for junction points of
multiple national grids and connection points between energy grids and power generating facilities.

Energy Infrastructure

Gas Infrastructure Legislation

In November 2005, the E.U. Commission adopted Regulation (EC) No. 1775/2005 on Conditions for Access
to Natural Gas Transmission Networks, which covered access to all transmission networks in the European Union and
addressedanumber ofissues suchas access charges (which had to reflect the actual costs incurred), third party access
services, capacity allocation mechanisms, congestion management, balancing and imbalance charges, secondary
markets and information and confidentiality provisions. Regulation (EC) No. 1775/2005 established a committee of
national energy experts, which has the authority to revise the rules annexed to the Regulation. In July 2009, it was
replaced by the E.U. Natural Gas Transmission Regulationwhich was adopted as a part of the E.U. Energy and Climate
Change Legislation.

The E.U. Natural Gas Transmission Regulationcomplements the E.U. Third Gas Directive and stipulates rules
for natural gas transmission networks, gas storage and liquefied natural gas facilities. It concerns access to
infrastructures, particularly by determining the establishment of tariffs (solely for access to networks), services to be
offered, allocation of capacity, transparency and balancing of the network. It provides for access to maximum network
capacity aswellas storage and liquefied natural gas facilities forall market participants. Infrastructure operators have a
duty to implement and publish non-discriminatory and transparent congestion-management procedures.

Like the E.U. Regulation on Electricity Cross-Border Exchanges, it creates the European Network of
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Transmission System Operators for Gas (“ENTSO for Gas™), composed of gas transmission network operators from all
member states.

On April 30, 2015, in orderto further encourage and facilitate efficient gas trading and transmissionacross gas
transmission systems within the European Union, and thereby to move towards greater internal market integration, the
E.U. Commission issued Commission Regulation (E.U.) 2015/703 Establishing a Network Code on Interoperability and
Data Exchange Rules.

Security of Electricity Supply

In 2006, the European Union adopted Directive 2005/89/EC Concerning Measures to Safeguard Security of
Electricity Supply and Infrastructure Investment (the “E.U. Electricity Security of Supply Directive”), which requires
E.U. member statesto ensure a high level of security of electricity supply by taking necessary measures to facilitate a
stable investment climate. The E.U. Electricity Security of Supply Directive stipulates that transmission system
operators set minimumoperational rules and obligations for network security, which may then require approval by the
relevant authority. Member states must also prepare, in close cooperation with the transmission systemoperators, a
systemadequacy report according to E.U. reporting requirements. Member states were required to transpose the E.U.
Electricity Security of Supply Directive into national law by February 24, 2008. The Czech Republic transposed the
E.U. Electricity Security of Supply Directive into national law in 2009.

In November 2016, a proposal fora Regulation on Risk-Preparedness in the Electricity Sector was introduced
as part ofthe E.U. “Clean Energy for All Europeans”package, aiming to unify the member states’ approach towards
assessing risks and managingenergy crises. Among the key objectives is securing electricity supply to customers,
especially those providing essential services (e.g. hospitals) and operation of the market mechanisms as long as
possible in a time of a crisis. Member state’s authorities will be required to establish a risk-preparedness plan and
national electricity crisis scenario. Theproposal also purports to introduce new rules for regional cooperation in crisis
situations.

Security of Gas Supply

Following the Russian-Ukrainian gas crisis of January 2009, Regulation (E.U.) No. 994/2010 Concerning
Measuresto Safeguard Security of Gas Supply (the “E.U. Gas Supply Directive”)was adopted in order to strengthen
the prevention and crisis response mechanisms.

The E.U. Gas Supply Directive imposed a number of new rules designed to prevent and mitigate potential
disruptionsto gas supplies, such as risk assessment mechanisms, preventive action plans and emergency plans, duty to
ensure gas supplies to households for at least 30 days under severe conditions or enhancing flexibility of the gas
infrastructure, including enabling bi-directional physical capacity on cross-border interconnections.

On February 16, 2016, the E.U. Commission submitted to the European Parliament a proposal for a
Regulation of the European Parliament and of the Council concerning measures to safeguard the security of gassupply
and repealing Regulation (EU) No 994/2010. This draft regulation proposes stronger regional coordination, with certain
principles and standards being set at the E.U. level. The approach proposed is that member states should cooperate
closely within their regions when conducting regional risk assessments. To ensure E.U.-wide consistency, regional risk
assessments shall be conducted on the basis of an E.U. wide simulation, with common standards and a specific
scenario. Risks identified through regional risk assessments will be addressed in regional preventative action plans and
emergency plans, to be peer-reviewed and approved by the E.U. Commission. To ensure that risk assessments and
plans are comprehensive and consistent with one another, the draft regulation sets out mandatory templates listing
aspects that must be taken into account when conducting a risk assessment and drawing up the p lans. The draft
regulation alsoimproves the application of the supply standard to protected customers (mainly households) and the
infrastructurestandard (the possibility of supplying gas even if the largest infrastructure is not available). Finally, it
enables permanent bi-directional capacity and proposes the introduction of additional transparency measures
concerning gas supply contracts.

Proposed Changes for Energy Infrastructure

In 2011, the E.U. Commission launched a proposal for a Regulation on Guidelines for trans-European energy
infrastructurewhich would ensure completion of strategic energy networks and storage facilities by 2020. The general
objective of this initiative s to ensure sufficient and timely development of energy infrastructures across the European
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Union and neighbouring countries in order to facilitate continuous and unrestricted cross-border energy flow.

To this end, the Commission has identified 12 priority corridors and areas covering electricity, gas, oil and CO,
transport networks. The territory of the Czech Republic is included in the project of Central/South Eastern Electricity
Connectionsand in the project of North-South Gas Interconnections and Oil Supply which indicates the possibility of
significant future investments with E.U. support into the Czech energy infrastructure in the next decade. In October
2013, on the basis of the Regulation (EU) No. 347/2013, effective from June 2013, the Commission approvedthe list of
approximately 250 key projects in the field of energy infrastructure — the “projects of common interest”. These key
projects will benefit from a more expedient permit-granting process, better regulatory conditions and access to financial
assistance from the Connecting Europe Facility, with the aim of speeding-up the realization of such projects and
increasing their attractiveness to investors.

In November 2016, multiple legislative proposals to implement a new market design were presentedas part of
the E.U. “Clean Energy for All Europeans” package, including the proposal fora new Directive on Common Rules for
the Internal Market in Electricity and the proposal for a recasted Regulation onthe Internal Market for Electricity (see
please “Regulation—European Union Legislation—Current E.U. Energy Regulation—2030 E.U. Framework for
Climate and Energy Policy™).

Renewable Energy Sources

The European Union made commitments to reduce greenhouse gas emissions under the Kyoto protocol for
reducing greenhouse gas emissions (the “Kyoto Protocol”). Under the Kyoto Protocol, promotion of electricity from
renewable energy sources, meaning electricity produced fromnon-fossil renewable energy sources suchas wind, solar,
geothermal, wave, tidal, hydroelectric, biomass and biogas energies, became a priority of the European Union. To this
end, E.U. institutions adopted Directive 2009/28/EC on the promotion of the use of energy from renewable sources
(and amending and subsequently repealing earlier Directives 2001/77/EC and 2003/30/EC) (the “E.U. Renewable
Energy Directive”) in 2009 as a part of the E.U. Energy and Climate Change Legislation.

The E.U. Renewable Energy Directive establishes a target for each member state reflecting their different
starting points and potential for increasing renewables production based on the contribution of renewable energy to
gross final consumption for 2020. This target is in line with the overall “20-20-20” goal for the E.U. The Czech
Republic must increase the share of renewable sources (composed of renewable energy for heat, renewable energy for
electricity and the use ofbiofuels in transport) in the total gross energy consumption from 6.1% (the share in 2005) to
13% by 2020.

In October 2014, the E.U. Energy Council set new targets and the architecture for the E.U. framework for
climate and energy in the period from2020 to 2030 (see please “Regulation—EuropeanUnion Legislation—Current
E.U. Energy Regulation—2030 E.U. Framework for Climate and Energy Policy ).

In April 2016, the Paris Agreementwas signed onbehalf of the E.U. and purported to limit the future increase
in average global temperature to, at most, 2°C (see please “Regulation—European Union Legislation—Current E.U.
Energy Regulation—2030 E.U. Framework for Climate and Energy Policy ).

In November 2016, as a follow-up to the enactment of newtargets by E.U. Energy Council in October 2014, a
proposalforanewE.U. Renewable Energy Directive was presented as part of the “Clean Energy for All Europeans”
package (see please “Regulation—European Union Legislation—Current E.U. Energy Regulation—2030 E.U.
Framework for Climate and Energy Policy ).

E.U. Emissions Trading Scheme (E.U. ETS)

The E.U. ETS is the key tool for cutting industrial greenhouse gas emissions most cost-effectively. For more
information, please see “Regulation—Czech Republic—Current Carboncompliance—Phase 111" and “Allocation of
emission allowances during phase I11”.

Energy efficiency Directive

On October 25, 2012, the E.U. adopted the Directive 2012/27/EU on Energy Efficiency building on the
previous Energy Efficiency Plan 2011. This Directive establishes a common framework of measures forthe promotion
of energy efficiency within the E.U. in order to ensure the achievement of the E.U. 2020 20% target on energy
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efficiency and to pave the way for further energy efficiency improvements beyond that date. It lays down rules
designed toremove barriers in the energy market and overcome market failures that impede efficiency in the supply
and use of energy, and provides for the establishment of indicative national energy efficiency targets for 2020.

In November 2016, as a follow-up to the enactment of newtargets by E.U. Energy Council in October 2014, a
proposal fora Directive amending Directive 2012/27/EU on Energy Efficiency and a proposal for a revised Directive
on the Energy PerformanceofBuildings were introduced as part ofthe “Clean Energy for All Europeans” package (see
please “Regulation—European Union Legislation—Current E.U. Energy Regulation—2030 E.U. Framework for
Climate and Energy Policy ).

Transparency of wholesale electricity, gas and emission allowances trading

Wholesale gas and electricity prices are highly sensitiveto available production and transmission capabilities.
Prices may be influenced by (i) disseminating false information on the availability ofthese capabilities or (ii) reducing
production. To prevent and detect these electricity and gas wholesale market manipulations, the European Union
enacted Regulation (EC) No. 1227/2011 on Wholesale Energy Market Integrity and Transparency (the “REMIT”),
which, inter alia:

e Prohibit the use of inside information when buying or selling on wholesale energy markets.

e Prohibit manipulative transactions and dissemination of incorrect information that give false or
misleading signals about supply, demand, or prices.

e Oblige energy tradersto report their transactiondatato the ACER. These data include the price, volumes,
date and time ofthe transaction, the name of the seller, the name of the buyer, and any other beneficiaries.

o Make ACER responsible for the independentmonitoring of allwholesale energy trades. If market abuseis
suspected, ACER will request national regulators investigate. It will also coordinate cross -border
investigations.

The European Unionenacted Regulation (EC) No. 596/2014 on Market Abuse (the “MAR”) to prevent and
detect the market manipulations and insider dealings also on markets with emission allowances (including, public
markets and auctions of emission allowances; for more information please see “Czech Republic—Electricity Energy
Sector—Carbon Compliance (Emission Allowances)”). The MAR introduced the following tools to prevent the
aforesaid practices with respect to the emission allowances:

e Obligation of market participants to publish inside information relating to emission allowances.
e Obligation of market participants to prepare insiders lists.
e Obligation of market participants to disclose managers’ transactions.

e Obligation of market operators and investment firms (banks, brokers) to report suspicious transactions
with emission allowances.

e Prohibition of the use ofinside information when buying or selling emissionallowances in auction or on
public markets.

e Prohibition of manipulative transactions and dissemination of incorrect information that give false or
misleading signals about supply, demand, or prices.

The obligationto publishinside information, prepare insiders lists and dis close managers’ transactions applies
solely to emissionallowances market participants who exceed thethresholds of (i) aggregate year CO, emissions or (ii)
rated thermal input. These thresholds are set by the E.U. Commission.

On November 18, 2015, the E.U. Commission presented a proposal for a Regulation of the European
Parliament and ofthe Councilon European Statistics on Natural Gas and Electricity Prices and Repealing Directive
2008/92/EC of the European Parliament and of the Council Concerning a Community Procedure to Improve the
Transparency of Gas and Electricity Prices Charged to Industrial End-users.
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To ensure that member states haverelevant information onenergy price levels at their disposal, on November
30, 2016, the E.U. Commission presented, as a part ofthe “Clean Energy for All Europeans” package, thesecond report
on energy pricesand costs. The report elaborates on differentcomponents of energy prices in respective member states
and on the influence of prices on the competitiveness of European industry and investment in Europe.

Czech Republic

General Overview

The Czech energy sector is governed by a wide range of laws and regulations which also implement the
European legislation described above. The key law focusingsolely on the energy sector is Act No. 458/2000 Coll., on
conducting business and governmental oversight in the energy sectors, as amended (the “Czech Energy Act”) which
providesthe legal basis for conducting business in the energy sector and obtaining the necessary licenses for the
production, distribution, transmission, storage and sale of electricity, gas and heat.

The Czech Energy Act was enacted in 2000 and broadly amended in August 2011 (as a result of the
implementation of the E.U. Third Electricity Directive and the E.U. Third Gas Directive) and in January 2016 (as a
means of implementing the Directive 2012/27/EU on Energy Efficiency, the REMIT and Regulation (EU)
No. 347/2013 on guidelines for trans-European energy infrastructure), and contains provisions in compliance with
applicable E.U. legislation. Main principles of the Czech Energy Actare: (i) to conduct business in the electric energy
sector only with licenses or certificates issued by the Energy Regulatory Office (“ERO”); (ii) the unbundling of
transmission and distribution system operators; (iii) the liberalization of the market by allowing competition in the
energy sector; (iv) the establishment of a strong and independent regulatory authority (i.e. the ERO); and (v) the
protection of end-consumers.

Other laws related to the energy sector include, but are not limited to:

e ActNo.406/2000 Coll., on energy management, as amended (the “Czech Energy Management Act”);
e ActNo. 201/2012 Coll., on protection of the air, as amended (the “Czech Air Protection Act”);

e Act No. 383/2012 Coll., on conditions for trading with emission allowances, as amended (the “Czech

Emission Allowances Act”);

e ActNo.18/1997 Coll., on peaceful utilization of nuclear energy and ionizing radiation, as amended (the
“Czech Nuclear Act 1997”),
e ActNo.263/2016 Coll, the nuclear act, as amended (the “Czech Nuclear Act 2016”)

e ActNo.165/2012 Coll., on promoted energy sources, as amended (“Czech Promoted Energy Sources
Act”);

e ActNo.44/1988 Coll., on protectionand exploitation of minerals, as amended (the“Czech Mining Act”);
and

e Act No. 76/2002 Coll, on integrated pollution prevention and control, as amended, (the “Czech IPPC
Act”).

Regulatory Authorities

The main state authorities supervising the energy sector are:

e TheEnergy Regulatory Office (the “ERO”)designated as the main supervisory independent authority in
the energy sector is currently headed by the Chairwoman appointed by the government (with effect from
August 1, 2017 the ERO will be headed by a board of directors having five members) and is entitled,
among other things, to:

— issue licenses;
— provide the method of the energy sector regulation and procedures for price regulation;

— fix selected regulated prices;
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— adopt rules implementing energy legislation;

— issue or revoke the certificate of transmission system operator (“TSO”);
— approve the grid development plans;

— decide disputes defined by the Czech Energy Act;

— execute the supervision over the compliance with the Czech Energy Act, the Czech Promoted Energy
Sources Act, Act. No. 634/1992 Coll., on consumer protection, as amended, Act. No. 526/1990 Coll.,
on Prices, as amended, and the E.U. regulation including the E.U. Regulation on Cross-Border
Exchanges, the E.U. Natural Gas Transmission Regulation, the REMIT, the E.U. Gas Supply
Directive and directly applicable regulation issued by virtue of these regulations or its
implementation and obligations arising out of the E.U. Commission or the Agency for the
Cooperation of Energy Regulators (“ACER”) decisions;

— communication and cooperation with ACER,;

— imposefines ifapplicable regulations underthe Czech Energy Act are breached (e.g. if unbundling
rules are breached, the ERO is entitled to impose fines up to CZK 50 million or 1% of the relevant
company’s turnover, and in the case of transmission network operators, fines of up to CZK 100
million or 10% ofthe relevant company’s turnover. In respect of vertically integrated companies, a
fine of up to CZK 50 million or 1% of company’s turnover may be imposed on the controlling
company forgiving instructions to its subsidiaries in breach of the applicable distribution unbundling
legislation. In addition, the ERO may also require entities that breach applicable regulations to
perform specific remedial measures).

e The Ministry of Industryand Trade ofthe Czech Republic (the “Czech Ministry of Industry”), responsible
for, among otherthings, preparation of the state energy conception, preparation ofthe nationalaction plan
for renewable sources of energy and the national action plan for smart grids, granting authorization to
construct power plants and communication with the E.U. Commission;

e The Ministry of Environment of the Czech Republic (the “Czech Ministry of Environment”), which
primarily administers matters in connection with emission allowances and air pollution.

Electric Energy Sector
Licensing Regime

Underthe Czech Energy Act, participants in the electricity market must obtain a license issued by the ERO for
their activities. Licenses for electricity or gas trading granted in other E.U. member states are also recognized. An
applicant is entitled to request a decision fromthe ERO on license recognition if such applicant already possesses a
similar license issued by the competent authority in another E.U. member state; however, such license holder must
establish a business entity ora branch office in the Czech Republic. In orderto avoid the possibility of the ERO making
discriminatory decisions, the ERO is obliged to issuethe license ifthe applicant meets certain statutory requirements.

The ERO may renew or extend a license ifthe same requirements for the issuance of a new license are met.
However, there is no assurance that a license will be issued, renewed or extended. The licenses for electricity
generation, gas production and heat generation are issued up to a maximum of 25 years. The licenses for electricity
transmission, gas transportation, electricity or gas distribution, gas storage, heat distributionand for the market operator
are issued for indefinite period of time (subjectto theright of the EROto revoke a license in case of a material breach
of alicense by alicense holder). The licenses for electricity or gas tradingare issued fora set period of 5years. License
is not required for generationof electricity in power plants installed in customer connection points (for small generators
with total capacity lessthan 10kw). The list of license owners is published in a bulletin issued by the ERO and the
information about the license holders is published on the ERO website.

Electricity Generation

Authorization to construct power plants
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If a company wishes to construct a power plant with an installed electrical output of more than 1 MW, it
must obtain an authorization fromthe Czech Ministry of Industry. The issuance of suchauthorization is discretionary;
however, certain factors must be taken into account, including, but not limited to, compliance with the state energy
conception (which is aresolution of the Czech Government defining its strategic goals in the energy sector, including,
among other things, its 30 year outlook), the national action plan for renewable sources of energy, the state raw
materials conception and the zoning documentation.

Coal-fired power plants

The operationofa coal-fired power plantrequires possession of a power generation license, as wellas various
other licenses and authorizations, including construction-law and environmental-law permits. The statutes enumerated
below regarding air pollution and carbon compliance materially impact the operation of coal-fired power plants.

Sector tax

In 2014, the Czech Government in the Policy Statement ofthe Government ofthe Czech Republic expressed its
intention to consider the introduction of new sector tax to be imposed upon participants in Czech regulated industry
sectors (including the energy sector). Neither proposal of any law introducing the sector taxnor any information on
proposed parameters of this taxhas been published.

Czech Air Protection Act
Emission Charges

Coal-fired power plants must comply with several regulations under the Czech Air Protection Act. For
example, the company operating a coal-fired power plantis subjectto the “polluter pays” principle under which it must
pay emission charges to the State Environmental Fund foremissions of air pollutants such assolid particle pollutants
(dust), sulphur dioxide (“SO2”’), mono-nitrogen oxides (“NOX”) and volatile organic compounds (“VOC”). From
2017, the emission charges proceeds are distributed as follows: 65 % to the State Environmental Fund, 25% to the
regional budget, 10% to the state budget.

e Ifapolluterproduces emissions below the limits stipulated by law or permit, its emission charges are
reduced. Where emissions reach the threshold:

— Dbelow the 50% of the maximum limits set for the best available techniques (“BAT”), no emission
charges are paid,

— within 50 to 60% of the maximum BAT annual emission limit, the emission charge is reduced by
80%,

— within 60 to 70% of the maximum BAT annual emission limit, the emission charge is reduced by
60%,

—  within 70 to 80% ofthe maximum set up BAT annual emission limit, the emission charge is reduced
by 40%,

— within 80 to 90% ofthe maximum set up BAT annual emission limit, the emission charge is reduced
by 20%, and

— above 90%, the emission charge is not reduced.

e Ifapolluterundertakes to reconstruct ormodernize its installations resulting in a lower annual emissions
of pollutants by at least 30%, sulphur oxides expressed as sulphur dioxide by at least 55%, nitrogen
oxides expressedas mono-nitrogen oxides by at least 55% or VOC by at least 30% compared with 2010
levels within the entire emission charges period, no emission charges are paid.

Emission limits

The Czech Air Protection Act implements the E.U. Directive 2010/75/EC on Industrial Emissions (on
Integrated Pollution Preventionand Control), whichentered into force on January 6, 2011 (the “Industrial Emissions
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Directive”), which requires the E.U. member states to impose more stringent NOx, sulphur dioxide and dust emission
limits on combustion plants. Thespecific value of suchemission limits depends on various factors, including total rated
thermalinput, type of fuelused by the combustion plant or the date onwhich such plant was put into operation (or has
been granted a permit). Combustionplants putinto operation after January 7, 2014, are required to comply with more
stringent emission limits.

The Industrial Emissions Directive also provides for ongoing tightening of the emission limits on the basis of
the BAT development, as well as, forapplication of these stringent limits to both newand existing combustion plants.
In order to determine what are the BAT, the E.U. Commission periodically (at least every 6 to 8 years) organizes a
review process. Thereview process is to be concluded by adoption of E.U. Commission’s implementing decision. The
requirements stipulated in this decision must be incorporated into the integrated permits within four years after
adoption thereof.

Binding emission limits on the concentration of emitted air pollutants in the Czech Republic are stipulated in
(i) the Decree No. 415/2012 Coll., as amended, and (i) the permit issued to a power plant (specific emission limits).
The permit issued to a power plant may also set up specific restrictions for the power plantif overall air pollution limits
in the respective area of the Czech Republic (where the power plantis located) are exceeded, even if the given power
plant does not exceed the applicable limits.

The Czech Air Protection Act empowers the Czech Environmental Inspection Agency to order that any
pollution source repeatedly exceeding emission limits is shut down.

The aggregateemission ceilings for the Czech Republic are set in the “National Emission Reduction Prograni’
approved bythe Czech Government. The Czech Ministry of Environment may set up emission limits for a territory of
the Czech Republic (“zones” and “agglomerations”) if certain limits are exceeded (the “Better Quality Air Programs”).

The Czech Air Protection Actempowers theregional authorities (i) not to allow any new source of pollution
in the region if the level of air pollution would be exceeded, or (ii) to allow a new pollution source and stipulate
conditions for its operation to ensure that the relevant level of air pollution is not exceeded (the “Compensatory
Measures”).

In December2013, the E.U. Commission introduced the “Clean Air Policy Package”to reduce emissions and
air pollution within the E.U. The package resulted, inter alia, in the adoption of two directives, Directive (EU)
2016/2284 on the Reduction of National Emissions of Certain Atmospheric Pollutants, stipulating stricter national
emission ceilings in the period from 2020 to 2030 (for more information, please see “Regulation—European Union
Legislation—Current E.U. Energy Regulation—2030 E.U. Framework for Climate and Energy Policy”), and Directive
(EU) 2015/2193 on the Limitation of Emissions of Certain Pollutants into the Air from Medium Combustion Plants,
which acts as a supplementto the Directive 2010/75/EU on Industrial Emissions and is to be implemented by Member
States by December 19, 2017.

Exceptions to the emission limits

The Czech Air Protection Act allows for three exemptions from the stringent emissions limits described
above:

e Operatorsof combustion plants with an installed capacity equal to or higher than 50 MW, which obtained
the operation permit prior to November 27,2002 and were put into operation prior to November 27, 2003,
may have applied for participationin transitional national plan, valid for the period from January 1, 2016
to June 30, 2020, underwhich the relevant combustion plants will be permitted to emit pollutants (i) up to
their emission limits (ceilings) according to their permit valid to December 31, 2015 (except for certain
emission limits regarding NOx) and (ii) up to additional aggregate emissions ceilings provided for by the
transitional national plan, which will be decreasedon a linear basis until 2020 (operators of combustion
plants are allowed to exchange their emission limits between each other);

e Operators of combustion plants with an installed capacity equal to or higher than 50 MW may have
applied for participation in transitional regime, valid for the period fromJanuary 1, 2016 to December
31, 2023, provided that such plants will end their operations no later than by December 31, 2023. The
relevant combustion plants (i) were permitted to retain their original emission limits according to their
permit valid until December 31, 2015 (except for certain emission limits regarding NOX) and (ii) shall
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operate, the maximum of 17,500 operating hours;

e  Operators of combustion plants with an installed capacity of 50 MW to 200 MW which (i) received the
operation permit prior to November 27, 2002 and were put into operation prior to November 27, 2003,
and (i) deliverat least 50% of the useful heat production ofthe plant(calculated as arolling average over
a period of 5 years) in the formof steamorhot water to a public network for district heating, may have
applied for a transitional regime valid during the period from January 1, 2016 to December 31, 2022
Such combustion plants are permitted to retain their original emission limits according to their pe rmit
valid until December 31, 2015.

Combustionplants ofthe CEZ Group, which are not modernized, are included in the transitional national plan.
This provides for greater flexibility and efficiency in emission reduction in the operationofthe CEZ Group's portfolio,
thus enablingus to adaptmore easily to the future situationon the energy market. The Czech national transitional plan
was adopted by the E.U. Commission in April 2015.

Carbon Compliance (Emission Allowances)

Legislation adopted by the European Unionas aresult ofthe E.U. commitments made under Kyoto Protocol
has been fully transposed into Czech law. The legislation aims to combat climate change and establish a carbon
emission allowances market within the European Union. Currently, the E.U. ETS for greenhouse gases emission
allowances including emission allowances for CO,, is in Phase Ill, running from 2013 to 2020.

Emission Allowances Taxation

Due to certain economic and political events in 2010, in particular, the increase in the number of solar power
plants which caused increase in electricity pricesandin orderto finance this increase fromthe state budget, the Czech
Government imposedataxon emission allowances allocated to electricity producers for free in 2011 and 2012. The tax
amountedto 32% of the average market value ofthe emission allowances allocated for free in a given year (where the
market value was determined by the Czech Ministry of Environment). Certain emission allowances obtained for the
purpose of combined production of heat and electricity were exempt fromthe tax. In February 2015, the European
Court of Justice ruled that imposition of thetaxon allocation of emissionallowances is incompatible with the E.U. law.
In July 2015 the Czech Supreme Administrative Court followed the decision of the European Court of Justice and ruled
that impositionofthe taxon allocation of emissionallowances is incompatible with E.U. law, if such taxis imposed on
more than 10% of emission allowances distributed for free within five years since 2008. According to decision of the
Appellate TaxDirectorate, the Czech Government was obligedto returna portion of the gift taxpaid by the CEZ Group
on emission allowances in 2011 and 2012 in the amount of CZK 3.8 billion. The amount has already been paid to CEZ
in 2015.

Since 2013 the emission allowances allocated for free are not subjectto thetaxation in the Czech Republic, as
described above. In 2013, the Ministry of Finance of the Czech Republic proposed an amendment to the Act. No.
353/2003 Coll., as amended and Act. No. 261/2007 Coll., as amended, which aimed, among other things, to change the
scope and increase thetaxrate oftaxes on the carbon content fuels (“carbon tax”). Impact of the carbon taxon CEZ
could be mitigated by participation in the E.U. ETS. Following the change of the Czech government in 2013, the
proposed law has remained pending in the legislative procedure and has not yet been submitted to the Czech
Parliament.

Current Carbon compliance - Phase Il

Directive 2009/29/EC dated April 23, 2009, set out a basis for Phase Il of the E.U. ETS, which began on
January 1, 2013. Phase Ill introducedsignificantchanges ofthe E.U. ETS, including (i) auctioning as a default method
for allocation of emissionallowances, (ii) a longertrading period (8 years, comparedto 5years under Phase 1) and (iii)
a greater harmonization of rules relating to emission allowances allocation. The E.U. Commission set a single E.U.
wide cap for available emission allowances. The cap for the year 2013 was 2.08 billion per annum; from 2013 until
2020, the cap is decreased each year by 1.74% of the average annual total quantity of emission allowances issued by
the member states between 2008 and 2012, which, in absolute numbers, is an annual reduction of approximately 38.3
million emission allowances.

Allocation of emission allowances during Phase Il
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With effect from January 1, 2013, Phase Ill rules prohibit the allocation of emission allowances for free to
electricity producers. In general, the electricity producers have to buy emission allowances in auctions or on the E.U.
ETS market. From 2013, more than 40% of the emission allowances are sold through auctions and this proportion will
progressively increase in the following years.

Thereis an option for 10 E.U. member states, includingthe Czech Republic, to provide electricity producers
with transitional allocation of emission allowances for free, if conditions under Article 10c of the E.U. Directive
2003/87/EC, Establishing a Scheme for Greenhouse Gas Emission Allowance Trading within the Community (the
“E.U. Directive 2003/87/EC”) are satisfied (the “Derogation”). The E.U. legislation requires electricity producers,
which benefit fromthis exemption, to invest in modernization of their power plants. The value of these investments
must mirror at least the value ofthe allocation of emission allowances allocated for free. The transitional period expires
on December 31, 2019.

To strengthen the functioning of the emission allowances market in the period from 2013 to 2020, the E.U
Commission has a power to amend the timetable of emission allowances auctions (the “back-loading of
emission allowances”).

Czech Emission Allowances Act

The Czech Emission Allowances Act, implementing E.U. Directive 2003/87/EC, requires that specified
installations producing CO, emissions, including coal-fired power plants, obtain a special environmental permit issued
by the Czech Ministry of Environmentpermitting their operation and certifying that they are capable of complying with
various requirements.

The emission allowances shall be auctioned, except for:

e Emission allowancesallocated without charge to incumbent installations (of CO2 emission producers
otherthanelectricity producers) for the period fromJanuary 1, 2013 to December 31, 2020 and approved
by the Czech Ministry of Environment (on the basis of ex-ante benchmarks determined by the E.U.
Commission Decision 2011/278/EU);

e Emission allowancesallocated without charge to new market participants (of CO2 emission producers
other than electricity producers) and approved by the Czech Ministry of Environment; and

e Emission allowances allocated without charge to CO2 emission producers other than electricity producers
as aconsequenceofa significant change of installation which may require an update in the emissions
allowances allocatedto such installation, such as any extension or significant reduction of its capacity,
and approved by the Czech Ministry of Environment.

The above exemptions do not apply to electricity producers and fromJanuary 1, 2013 no emission allowances
shallbe allocated without charge in respect of any electricity production, except for emission allowances allocated
without charge in accordance with the “National plan forinvestments in retrofitting and upgrading the infrastructure
and clean technologies in the energy sector”, approved by the E.U. Commission on July 6, 2012, providing that
emission allowances will be allocated without charge to the electricity producers who will invest in upgrading of the
electricity infrastructure and cleantechnologies between June 25, 2009 and December 31, 2019 (the above mentioned
Derogation).

Given the foregoing, the CEZ Group is eligible to obtain approximately 69.6 million CO, emission allowances
in the period from2013 to 2019, the total market value of which, in current prices (€5.51/ton), is EUR 383.3 million. In
addition, the production of heatshall be partially supported by allocation of emission allowances for free in the period
from 2013 to 2020, amountingin total to 6.5 million, the total market value of which, in current prices (€5.51/ton), is
EUR 36 million.

Nuclear Energy Utilisation

The Czech nuclear law is made of two main legal acts and several decrees. The Czech Nuclear Act 1997
contains rules for civil liability and mandatory insurance ofa nuclear plantoperator. The Czech Nuclear Act 2016 deals
with all otherrules governingnuclear energy utilisation, such as the rules on nuclear power plant licensing regime,
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disposal of nuclear waste, competence of SONS and the Czech Repository Authority, decommissioning costs escrow
account, fees payable by nuclear power plants operators, security and protection against radiation.

Nuclear Power Plants

Under Czech legislation, nuclear power plant operators are required to obtain special nuclear permits,
including permission fromthe Ministry of Environmentandthe Ministry of Industryand a license issued by the Czech
State Office for Nuclear Safety (“SONS”). Nuclear permits are renewed or extended if the requirements for the issuance
of such a permit are satisfied. However, thereis no assurance that nuclear permits will be issued, renewed or extended.

Civil liability for nuclear damage

On June 24, 1994, the Czech Republic became a party to the Vienna Conventionon Civil Liability for Nuclear
Damage (the “Vienna Convention”). On the basis of the principles of the Vienna Convention, the Czech Parliament
enactedthe Czech Nuclear Act 1997 in July 1997 which continues to provide for civil liability for nuclear damageafter
enactmentofthe Czech Nuclear Act 2016. Only the operator of a nuclear facility is liable for any damage caused by a
nuclear incident and the operator’s liability for such damage is limited to CZK 8 billion per incident. Operators of
nuclear facilities are obliged to acquire insurance covering potential liabilities for damages resulting fromthe operation
of nuclear facilities for a minimum of CZK 2 billion and for a minimum of CZK 300 million in connection with other
activities (such as transportation of nuclear materials).

Nuclear fuel and nuclear waste

Nuclear fuel materials and services (i.e. uranium, conversion and enrichment) are procured pursuant to
medium- and long-term contractual arrangements. These procurement activities are under the supervision of the
European Supply Agency (the “ESA”), which endorses and co-signs allnew supply contracts, in full compliance with
the ESA supply policy and related limitations.

The Czech Republic guarantees the safe disposal of nuclear waste. Pursuant to requirements of the Czech
Nuclear Act 2016, the Czech Repository Authority carries outparticular activities associated with disposal of nuclear
waste, including responsibility forall final disposal facilities and depositionof nuclear waste transferred to the Czech
Repository Authority.

The Czech Repository Authority is funded by the Czech Nuclear Account which is held at the Czech National
Bank and is administered by the Ministry of Finance. All nuclear waste generators have a duty to contribute on a
monthly basis to this account. With effect from January 1, 2017, the contribution amounts to CZK 55 per MWh of
electricity generated fromnuclear energy, which represents 10% increase when compared to the previous legislation.

Maintenance contributions to SONS

Since January 1, 2012, all operators of nuclear facilities and applicants for permits to operate nuclear facilities
must pay contributionsto fund the operationand maintenance of SONS. The contribution consists of: (i) a lump sums
of between CZK 30 million and CZK 150 million, payable with an application for permission to commence operation
of anuclear facility; and (ii) a maintenance contribution which must not exceed CZK 4 million per month, payable by
current holders of a permit to operate a nuclear facility. The amounts of maintenance contributions are determined by
the Czech Nuclear Act 2016 and governmental decree and depend on the extent of operational risk of the relevant
nuclear facility. The maintenance contribution is determined on a monthly basis and due annually.

Decommissioning of nuclear power plants

The Czech Nuclear Act 2016 requires a contribution from every nuclear plant operator to special escrow
accounts for future decommissioning of its facilities. In November 2016, a decree on the requirements for the safe
management of radioactive waste and on the decommissioning of nuclear installations was adopted.

Other international regulation related to nuclear energy

The Czech Republic is a member of the International Atomic Energy Agency (the “IAEA”) and, as a result,
ournuclear power plants have beensubject to anumber of on-site IAEA assessments. For more information, please see
“Description of the Issuer—Safety and Quality Management—IAEA”.
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Revision of EURATOM framework for nuclear safety

Pursuant to the Directive 2014/87/EUROATOM which revisedthe EURATOM framework governing nuclear
safety, member states are required to give the highest priority to nuclear safety at all stages of the life of a nuclear
power plant. This includes carrying out safety assessments before the construction of new nuclear power plants and
ensuringsignificant safety enhancements for old reactors. The Directive was partly transposed into Czech law with
effect from January 1, 2017, by the Nuclear Act 2016. As a result, the Czech Republic will be required, in particular, to:

e create a systemof peer reviews;

e choose acommon nuclear safety topic every sixyears and organize a national safety assessment onit (the
assessment will have to be made public and provided to other member states for review);

e require asafety re-evaluationforall nuclear power plantsto be conducted at least once every 10 years;

e increase transparency by requiring operators of nuclear power plants to release information to the public,
both in times of normal operation and in case of incidents;

e organize periodic self-assessments of the national framework at least every ten years; and
e request an international peer review of the relevant segments of the national framework;
Renewable Energy Sources

History of Renewable Energy Sources

OnJanuary 10,2007, the E.U. Commission launched its climate and energy package for the European Union
to achieve a 20% reductionin greenhouse gas emissions by 2020. Under this plan, the Czech Republic must increase
the share of renewable sources (composed of renewable energy for heat, renewable energy for electricity andthe use of
biofuels in transport) in the total gross energy consumption from 6.1% (the share in 2005) to 13% by 2020.

In 2005, the Czech Parliament enacted ActNo. 180/2005 Coll., on the promotion of production of electricity
fromrenewable energy resources (“Czech Renewable Energy Act”), as a means of implementing the first renewable
energy directive, 2001/77/EC. Underthe provisions ofthis statute, total energy consumption must comprise of at least
8% renewable energy by 2010. This statute also allowed support for power plant operators, consisting of

e priority access to the distribution grid; and

e financialsupport by means of either (X) fixed feed-in tariffs (meaning a guaranteed minimum purchase
price for generated electricity), or (y) “green bonuses” representing a certain amount in excess of the
market price of electricity.

A high number of new solar power plants have been built on agricultural land in the Czech Republic. The
legal obligation to support the owners of these solar power plants caused an increase in total electricity prices for end -
consumers. As aresult, in 2010 the Czech Parliament approved significant changes to the rules on support of solar
power plants, including:

e significant limits on eligibility of newsolar power plants (e.g. support was only provided for small solar
power plants on rooftops of buildings);

e in relation to facilities put into operationon or after January 1, 2011, the authority ofthe EROto decrease
fixed feed-in tariffs by more than 5%, provided that the investment repayment period is shorter than 11
years;

e withholding taximposed on operators of solar facilities put into operation between January 1, 2009 and
December 31, 2010, in the amount of (i) 26% ofthe income correspondingto the feed-in tariff or (ii) 28%
of the income corresponding to the “green bonus,” as applicable. This tax has been amended and
prolonged with effect fromJanuary 1,2014 (see below “—Current Legislation—The Czech Promoted
Energy Sources Act”);
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abolition of the exemption fromincome tax;
increased fee for solar facilities being built on agricultural land; and

state subsidies introduced as financial support for renewable energy (as other means of financial support).

Current Legislation - The Czech Promoted Energy Sources Act

The Czech Promoted Energy Sources Act, implementing the E.U. Directive 2009/28/EC, repealed the Czech
Renewable Energy Act. The Czech Promoted Energy Sources Act only applies to new power plant constructions and
power plants, which commenced operation priorto January 1, 2013, are subject to the former regime described above.

The Czech Promoted Energy Sources Act regulates:

support forelectricity, heatand bio methanefromrenewable energy sources, secondary energy sources,
high-efficiency co-generation of electricity and heat and decentralized generation (an amendment to the
Czech Promoted Energy Sources Actadopted in October 2013 stopped the support for (a) bio methane
and electricity frombio liquids with effect fromJanuary 1, 2014 and (b) electricity fromrenewable energy
sources set into operation on or after January 1, 2014, with the exception of (i) plants up to 10 MW of
installed capacity producing energy fromwater and (ii) plants using the energy of wind, water, biomass or
geothermal energy set into operation until December 31, 2015, for which the operator obtained the
relevant permits before said amendment);

financing of the above mentioned support;

the “National Action Plan” (which mirrors the targets set by the E.U. Commission relating to the share of
renewable resources in total energy consumption and the reduction of greenhouse gas emissions. The
National Action Plan will require differenttypes of renewable energy sources to contribute different shares
of total consumption);

guarantee of origin of electricity generated fromrenewable energy sources;

certificates of origin of electricity generated fromhigh-efficiency co-generation of electricity and heat or
secondary energy sources; and

withholding taximposed on operators of solar facilities.

The Czech Promoted Energy Sources Act differs from previous legislation in that only some renewable
energy sources are eligible for support and the support of new power plants depends on compliance with the National
Action Plan. The Czech Promoted Energy Sources Act provides, among other things, that:

The subsidies paid to the power plant operators (including subsidies to the co-generation of electricity and
heat) are predominantly in the form of green bonuses. The option to sell the electricity under feed -in
tariffs is granted only to an extremely limited group of very small producers of renewably energy
sources.

The investment repayment period is 15 years.

Act No. 131/2015 Coll., amending, inter alia, the Czech Promoted Energy Sources Act, became effective on
January 1, 2016. Under the amended Czech Promoted Energy Sources Act, inter alia:

Bio Methane and electricity decentralized generation is not further promoted.
The ERO is empowered to decrease fixed feed-in tariffs for the following year by more than 5%.

Producers of electricity from renewable sources are obliged to install new output meters as a result of
which the ERO’s controlling mechanism will be strengthened.

For the sake of completeness, promotion of new solar power plants was terminated in 2014. As for other
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renewables, only some of themare now promoted (e.g. small water, wind or geothermal power plants) and only under
specific conditions.

Transmission and Distribution of Electric Energy

History

Until 1990, one single state owned conglomerate operated the whole electricity system. In 1990, regional
distribution companies were separated fromthe state enterprise and in 1994, they were transformed into joint stock
companies (the “REAS”),and offeredto the public as part of the privatization process in 1995. The Czech Republic,
throughthe National Property Fund, retained a controlling stake of approximately 48% of shares in each of the REAS.
The CEZ Group was initially 100% state owned but as part ofthe privatization process, a 33.2% stake in the Group was
offered to the public (with the Czech Republic retaining a 67.8% majority stake). In addition to the privatization of the
REAS, local electricity producers have been partially privatized. CEPS, a.s., a company controlled by the Czech
Ministry of Industry, was established in October 1998. By 2003, the CEZ Group had transferred theentire transmission
grid to CEPS, a.s.

Current Structure

Currently, following implementation of applicable E.U. legislation, the Czech electricity transmission and
distribution systemis structured as follows:

e The transmission systemis owned by CEPS, a.s.;

e Thedistributionsystemis predominantly owned by three companies being successors of the REAS: CEZ
Distribuce, a.s., E.ON Distribuce, a.s. and PREdistribuce, a.s.;

e Ownership unbundling has been implemented in relation to the transmission system;

e Management, accounting and legal unbundling has been implemented in relation to the distribution
systems;

e Asaresultofunbundlinglegislation, any applicant must be provided with fullaccess to the transmission
and distribution networks andto transmit or distribute electricity through these networks, to the extent
technically practicable; and

e Since January 1, 2006 the electricity market has been fully liberalized and all end-consumers are
consideredeligible customers who may freely choose their supplier of electricity based on current market
conditions (instead of being considered as protected customers with the price of electricity being
determined by the ERO).

The market operator (“OTE”)is a joint stock company owned by the Czech Republic, which administers and
reports upon the regular electricity and gas market and (in cooperation with CEPS, a.s. and NET4GAS, s. 1. 0.)
administers accounting in respect of the energy balancing market.

Participants

Based on the above, the following categories of electricity market participants exist in the Czech Republic: (i)
generators (producers); (ii) the transmission grid operator (CEPS, a.s.); (iii) distribution grids operators; (iv) OTE; (v)
electricity traders; and (vi) end-consumers.
Price of Electricity

The final price of electricity on the Czech market for end-consumers consists of two components:

e Non-regulated — the market price of electricity as a commodity that is freely negotiable between
contracting parties; and

e Regulated — calculated pursuantto applicable legislation and the ERO pricing regulations and consists of
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the following items, the prices of which are set by the ERO:
— transmission and distribution of electricity,
— systemservices,

— additional costs of energy generation from renewable sources and co-generation of heat and
electricity, and

— the costs of operation of OTE and partly the ERO.

The ERO bases regulated prices of electricity transmission and distribution on allowed revenues fixed tariff
related to the reserve capacity/fusionandallowed losses (variable distribution tariff related to the distributed volume).
The allowed revenues are calculated as the sum of the following main components:

e Allowed operating expenses based on historical data, which are yearly escalated (taking into account the
inflation and the price index of market services and sector efficiency factor);

e Depreciation;

e Allowed profit which is a productofweighted average costs of capital (WACC) and regulatory assets
base. WACC is set for the entire fourth Regulatory period (2016 — 2018) and is based on weighted
average costs of own and loan capital which are based on the risk free rate, costs of debt, market risk
premium related to the Czech Republic and taxrate; and

e Market factor, which represents expenses unforeseen or unavoidable that would otherwise not be
recognised as allowed expenses.

Act No. 131/2015 Coll., amending, inter alia, the Czech Energy Act, became effective on January 1, 2016.
Under the amended Czech Energy Act, inter alia:

e The contribution for decentralized electricity generation is not included in the regulated part of the
electricity price since the decentralized electricity generation is not promoted.

e Forpurposesofthe calculation of the allowed revenuesto be included in the electricity transmission and
distribution price, theexpenses for development of more efficient distributionand transmission grids are
taken into account.

Trading

As well as trading onthe electricity spot market which is organized by OTE, trading on the electricity futures
market is offered by the Power Exchange Central Europe (“PXE”). The spotmarket is also accessible through the PXE.
Currently, the PXE offers power trading with standardized products for Czech, Slovak, Polish, Romanian and
Hungarian power on an anonymous basis and with secure settlement. The PXE is a subsidiary of the Prague Stock
Exchange.

Heating Energy Sector

Heat Generation and Prices

Underthe Czech Energy Act, heat generators and distributors musthave a license from the ERO. The price of
heating supply is calculated pursuant to applicable legislation and the ERO pricing regulations for the rele vant calendar
year. The ERO bases regulated prices on economically justifiable expenses, a profit margin and value added tax

Act No. 131/2015 Coll., amending, interalia, the Czech Energy Act, that became effective on January 1, 2016,
established a “limited price ofheat” whereas the price regulationundertaken by the ERO shall not be applied to drive
the heat price under the limited price. The limited price of heat is set by the ERO.

Co-Generation of Heat and Electricity
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Co-generation of heat and electricity is regulated by the Czech Promoted Energy Sources Act (please see
“Renewable Energy Sources—The Czech Promoted Energy Sources Act”).

Gas Sector

The E.U. First Gas Directive, the E.U. Second Gas Directive and the E.U. Third Gas Directive apply to the gas
markets within the European Union, which are designed to liberalize such markets. The development of legislation in
the Czech gas sector on the background of E.U. legislation is described above in “—European Union Legislation—
History of Energy Regulation.”

Licensing Regime

Participants in the gas sector must obtain licenses from the ERO for generation, transportation, distribution,
trading and storage, as the case may be (please see “Electric Energy Sector — Licensing Regime”).

Transmission and Distribution of Gas History

The gas infrastructure in the Czech Republic was privatized between 2001 and 2003 by the sale of the
company Transgas, a.s.and the regional gas distribution companies to the German based RWE Gas AG. In the gas
sector, the CEZ Group focuses predominantly on trading of gas. Trading is performed by CEZ and its two subsidiaries
CEZ Prodej, s r.0. and CEZ Energetické stuzby, s.r.o.

Current structure

Currently, following implementation of applicable E.U. legislation, including the E.U. Third Gas Directive,
the Czech gas transmission and distribution systemis structured as follows:

e The transmission systemis owned predominantly by NET4GAS, s.r.0.;

e Independent Transmission Operator unbundling regarding the transmission network has been
implemented in relation to vertically integrated undertakings. Full ownership unbundling has been
implemented in relation to transmission network operators which are not part of vertically integrated
companies;

e NET4GAS, s.r.0.,previously being part ofa vertically integrated undertaking in the Czech Republic, has
been recently sold by RWE to Allianz and Borealis Infrastructure and is therefore fully unbundled;

e Anyapplicant must be provided fullaccess to thetransmission and distribution networks and mustbe able
to transmit or distribute gas through the respective networks to the extent technically practicable;

e Thedistributionsystemis predominantly ownedby: (i) the RWE AG Group through its subsidiary RWE
GasNet, s.r.o.; (ii) the EON Group through its subsidiary E.ON Distribuce, a.s.; and (iii) Prazska
plynérenska Distribuce, a.s.;

e Management, accounting and legal unbundling has been implemented in relation to the distribution
systems;

e SinceJanuary 1, 2007 the gas market has beenfully liberalized and allend -consumers are considered as
eligible customers who may freely choose their supplier of gas based on current market conditions
(instead of being considered as protected customers with the price of gas being determined by the ERO);
and

e Legal ownership unbundling has been implemented in relation to gas storage facilities.

Price of gas

On the Czech liberalized market, the final price of gas forend-consumers consists of two components and its
structure is the same as the structure on the electricity market (please see “Transmission and Distribution of Electric
Energy—~Price of Electricity”):

176



e Non-regulated—the market price of (X) gas as acommodity and (y) storage of gas that is freely negotiable
between contracting parties; and

e Regulated — calculated pursuantto applicable legislation and the ERO pricing regulations and consists of
the following items, the prices of which are set by the ERO:

— transportation of gas through the transmission network;
— transportation of gas through the distribution systems; and
— the costs of operation of OTE and partly the costs of operation of ERO.

The prices of the services outlined above are regulated by the ERO through revenue limits and, as with
electricity, the revenues are calculated as thesumof operating expenses, depreciation, losses, allowed profit and market
factor. As of the date of this Base Prospectus, we are in the 4th Regulatory period (2016-2018).

Act No. 131/2015 Coll., amending, inter alia, the Czech Energy Act, became effective on January 1, 2016.
Under the amended Czech Energy Act, inter alia, the expenses for development of more efficient distribution and
transmission grids are taken into account for purposes of the calculation of the allowed revenues to be included in the gas
transmission and distribution price.

Coal Mining

Regulation of Mining

Mining is regulated by various statutes, but predominantly by (i) the Czech Mining Act, (ii) Act No. 61/1988
Coll., on Mining Activities, Explosives, as amended; and (iii) Act No. 157/2009 Coll., on Disposingof Mining Waste.
The authority overseeing mining activities in the Czech Republic and issuing decisions and permits necessary for
commencing mining activities is the Czech Mining Office and local mining authorities.

Generally, openinga mine and conducting mining activities requires a number of approvals, decisions and
permits, including, butnot limited to a decision fromthe Czech Ministry of Environmenton designation of the potential
mining area and a permit for exploration and assessment, an environmental impact assessment (the “EIA”) and a mining
permit and mining authorization fromthe competent mining authority.

Coal Prices

Coal prices are liberalized and are determined ona contractual basis depending on market conditions. Coal
“catalogue” price lists are regularly published by all coal-mining companies butthe final purchase prices are subject to
negotiation between suppliers and purchasers with regard to the individual business relationship, quantities and
duration of the contract.

Coal Mining Royalties

Coal mine operators are required to pay to the Czech Republic an (i) annual royalty calculated as a multiple of
the size of the coal mine’s area and rate in the amount of CZK 300, or CZK 1,000 in respect of an exclusive mineral
deposit, and, (ii) annual royalty calculated as a multiple of the amount of heat contained in the brown coal extracted (or
of an amount of the black coal extracted) and a rate prescribed by a governmental decree (as at the date of this Base
Prospectus set at, in respect of black coal, CZK 9.9 per ton and, in respect of brown coal, CZK 1.18 per GJ or CZK
3.88 perton).

Coal Mining Limits

Even though there are substantial coal reserves in the Czech Republic, coal mining has been restricted in order
to protect healthand property interests of people living in the brown coal regions, primarily in Northern Bohemia. In
1991, the Czech Government set down mining limits that represent an obstacle to the extension of mining in certain
areas. Political discussions are currently being held with respect to the extension ofthe mining limits. In October 2015,
the Czech Government approved thelifting of coal mining limits at the Bilina coal mine owned by the CEZ Group. The
new available reserves are estimated to be 100 — 150 million tons of coal.
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Reclamation of Mines and Redevelopment of Waste Dumps

Coal mine operators are responsible for decommissioningand reclamation of the mine as well as for damages
caused by the operations of the mine. To cover the costs of reclamation of mines and mining damages, coal mine
operators are required by lawto contributeto a special escrowaccount. Coal mine operators are also required by law to
setaside fundsto coverthe costs of reclamation and redevelopment of waste dumps by keeping certain amounts as
restricted funds.

Final Disposal of Coal Waste

Act No. 185/2001 Coll. on waste, as amended, effective from January 1, 2002 (the “Czech Waste Act”)
emphasizes waste prevention, defines the hierarchy of waste handling, and promotes the fundamental principles of
environmental and health protection in waste handling. Coal mine operators have a dutyto dispose of coal ash which
is considered wasteunderthe Czech Waste Act, unless used for other purposes (e.g. construction or recultivation).

Material Environmental and Other Related Regulation

Integrated Pollution Prevention and Control (including the Integrated Pollutant Register)

The Czech IPPC Act has fully implemented IPPC Directive 2008/1/ES into the Czech legal system. The Czech
IPPC Actis designed to limit industrialand other pollution according to the best available techniques. The users of
certain installations must obtain an integrated permit prior to operation and comply with the conditions set out in
applicable specific legislation. Unless specific reasons require otherwise, the conditions set in the integrated permit
must reflect the bestavailable techniques In addition, the users of substances registered under the Czech IPPC Act must
notify the appropriateadministrative authority if the emissions of certain substances exceed regulatory limits, which are
then registered in the publicly accessible Integrated Pollutant Register.

In November 2010, the European Union adopted Directive 2010/75/EU on industrial emissions (integrated
pollution prevention and control) (the “Industrial Emissions Directive”). The Industrial Emissions Directive, among
otherthings, provides that the member states shall set up a system of environmental inspections of the installations
concernedand emphasizes the role of the best available techniques. An amendment to the Czech IPPC Act which,
among other things, implemented certain parts of the Industrial Emissions Directive was adopted by the Czech
Parliament and took effect as of March 19, 2013.

Water Act 2001

Under Act No. 254/2001 Coll., as amended, (the “Czech Water Act”), disposal of surface and underground
water is subject to a permit with the exception of certain listed activities in the public interest. Off-take of more than
6,000 cubic meters of underground water peryear is subject to a fee determined pursuantto the relevant provisions of
the Czech Water Act. The release of effluent intowater is governed by the bestavailable techniques principle and must
comply with the water treatment adequate agricultural practice. The Czech Water Actis based on the “user pays” and
“polluter pays” principles.

Waste Act 2001

The Czech Waste Actregulates all aspects of waste generation, storage, transfer handling and disposal and
requires permits for certain waste usage, disposal, collection or sale activities. An entity dealing with more than 100
tons of hazardous waste per year for two consecutive years has a duty todesignate a waste manager. Certain types of
waste and equipment are subject toa notification and recordduty. A new waste act is currently in preparation and is
expected to come into effect in 2018.

Environmental Impact Assessment Act 2001 (Act No. 100/2001 Coll., as amended)

The Czech Environmental Impact Assessment Act requires certain parties to conduct an EIA prior to the
approval ofanew investment project by the relevant authorities. The Czech Environmental Impact Assessment Act
distinguishes projects which always fall within the scopeofthe EIA, projects which are always excluded and, finally,
projects in which the stateauthorities decide, on an ad hoc basis, whetherthe EIA is to be performed or not. Members
of the public are allowed to participate in the EIA process subject to conditions stipulated in the Czech Environmental
Impact Assessment Act. A new act amending the Czech Environmental Impact Assessment Act is currently in the
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legislative process and purports to, inter alia, transpose Directive 2014/52/EU and simplify the EIA process. Thenew act
is expected to come into effect in 2017.

General Liability

Potential liability can arise under criminal, administrative, civil law and environmental law. The Czech
Republic has theability to enforce environmental rules and regulations pursuant to administrative and criminal law
whereas individuals may enforce environmental rules and regulations under civil law. There has been little
development in environmental case law to date in the Czech Republic; it is not binding and can only be used as a
guide.

The “Polluter Pays” Principle

The “polluter pays” principle applies under administrative, criminal and civil law in the Czech Republic. The
personresponsible for environmental damage (the “Polluter”) must pay administrative fines, is subject to criminal
sanctions and mustcompensate any affected third party, irrespective of whether the Polluter operates their own property
or whetherathird party operates the property. Polluters are liable for their own damages. A current lessee cannot be
held liable for damages caused by former lessees or the owner.

Criminal Liability towards the State

The Act No. 418/2011 Coll. on criminal liability of legal entities and proceedings against them (the “Czech
Legal Entity Criminal Act”), has introduced a concept of corporate criminal liability. Claims for damages under the
Civil Code may be made separately.

The Czech Legal Entity Criminal Actdoes not apply to natural persons. Under Czech criminal law, criminal
acts of natural persons canbe committed bothintentionally and negligently and can result in fines or imprisonment.

Administrative Liability towards the State

Administrative liability for environmental and other administrative offences is primarily governed by the Czech
Water Act, the Czech Waste Act, Act No. 289/1995 Coll., as amended, the Czech IPPC Act, the Czech Nuclear Act
2016, the Czech Air Protection Act and the Czech Emission Allowances Act.

These statutes contain environmental and other offences, which carry strict liability. The Czech Nuclear Act
2016 providesthat therelevant administrative body is entitled to penalize the individual or entity with a fine of up to
CZK 100 million in the event of utilization of nuclear energy for purposes that are notpeaceful. Breach of the various
statutes canresult in fines ranging fromCZK 5 thousand upto CZK 100 million. Generally, the relevant administrative
body hasthe powerto impose these penalties within oneyear of gaining knowledge of the offence and not later than
three years fromthe occurrence of the offence. These penalties donotaffect theliability to pay damages under the Civil
Code, which may be claimed separately.

Remedial Measures Imposed by Administrative Authorities

Act No.17/1992 Coll., the Environment Act, asamended (the “Czech Environment Act”) has introduced into
the Czech legal systema concept of “Environmental Damage (Loss)” in order to ensure that damage caused to the
environmentis repaired regardless of whether a private claimfor damages has been brought against the Polluter. The
competent administrative body is authorized to order the polluter to restore the natural functions of the impaired
ecosystem.

Special statutes, e.g. the Czech Water Actand the Czech Waste Act, include provisions for remedial measures
to be taken by administrativeauthorities in orderto ensure the repair of environmental damage. In certain cases, the
respective administrative authority is also entitled to shut down the business operations which are the source of
environmental damage and to require the execution of specific remedial measures.

In addition, the Act No. 167/2008 Coll., on Prevention of Ecological Losses, as amended (the “Czech
Ecological Losses Prevention Act”) authorizes the competentauthorities to impose on Polluters preventive measures
for impending ecological loss as well as all remedial measures necessary to restore an ecosystem. A polluter can be
fined up to CZK 5 million for failure to perform preventive or remedial measures. The Czech Ecological Losses

179



Prevention Actfurther broadens thescope of environmental laws as it focuses on the occurrence of an ecological loss,
irrespective of which segment of the environment was damaged.

Holders of licenses relating to theelectricity, gas or heating energy markets pursuant to the Czech Energy Act
are also liable for administrative offences committed thereunder.

Civil Liability towards a Third Party

As well as general liability for damages, the New Czech Civil Code imposes, in certain circumstances, a
“quasistrict liability” formost environmental damage cases. Such quasi strict liability is applied if the individual or
legal entity causes damage to a third party in the course ofthe operationofits business. The individual or legal entity is
only exempt from such liability if it can prove that it has exercised all reasonable care to avoid the damage.
Compensation under civil law includes compensation for current and future damage, including lost profit.

The court is empoweredto reduce damages due toa special cause, provided that the damage was not caused
deliberately, e.g. by acting without due professional diligence. The statute of limitations generally applicab le under
Czech law applies to quasi-strict liability.
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MANAGEMENT

General Owerview

We have atwo-tier board systemconsisting of a Board of Directors and a Supervisory Board. Our Board of
Directors represents us in all matters and is responsible for our management, while our Supervisory Board is an
independentbody thatoversees our Board of Directors and our business activities. The Board of Directors and Division
Heads manage our day-to-day operations. Under the Czech Companies Act and our Articles of Association, the
Supervisory Board may not make managementdecisionsandsuch decisions are reserved for the Board of Directors.
However, the Supervisory Board’s approval is needed for certain key management decisions, such as those relating to
ourentry into specific transactions with a value greater than CZK 500 million, or forthe disposal of real estate, or our
entry into long-termloans. In additionto thestatutorily required Audit Committee, our Supervisory Board has formed a
Strategy Committee and a Personnel Committee.

Our Board of Directors is a statutory body, which manages our operations and acts on our behalf. The powers
and responsibilities of our Board of Directors are set forthin detail in our Articles of Association. For information on
the availability of our Articles of Association, please see “General Information—Documents Available.”

Supervisory Board

As ofthe date ofthis Base Prospectus and in accordance with our Articles of Association, our Supervisory
Board comprises 12 members, with eight being nominated by the Czech Ministry of Finance, as our majority
shareholder, and four beingnominated by ouremployees. Pursuant to the Czech Companies Act and our Articles of
Assaociation, all members of the Supervisory Board are elected by the General Meeting ofthe shareholders; however,
our employees may nominate four members of the Supervisory Board. The Supervisory Board may in a meeting
appoint substitute members.

Our Supervisory Board’s powers include, among other powers, the power to:
e elect and remove members of our Board of Directors;

e approvethe management contracts and remuneration of the members of our Board of Directors, and, in
case theyare not members of our Board of Directors, also those of the Chief Executive Officer and the
Division Heads;

¢ inspect all documents and records relating to our business and to inquire into our financial matters;
e supervise our Board of Directors’ exercise of its powers and responsibilities;

e review our annual, extraordinary, consolidated, interim financial statements and income distribution
proposals, including power to stipulatethe amountand manner of payment of bonuses to members of our
Board of Directors, dividends and loss settlement proposals; and

e discuss our quarterly financial results, half-year and yearly reports.

Generally, our Supervisory Board makes decisions by a simple majority ofall its members. Under our Articles
of Association, our Supervisory Board makes decisions by a majority of two thirds of its members in certain
circumstances, suchas decisions to adopt procedural rules ofthe Supervisory of Directors. The quorum for a meeting
of our Supervisory Board is a simple majority of its members. Each Supervisory Board member has one vote. When
necessary in matters of urgency, a decision may be made by our Supervisory Board without holding a meeting (such
decisions are referred to as per rollam). At its discretion, our Supervisory Board may invite members of our other
governing bodies, our employees, or other persons to its meetings.

In accordance with our Articles of Association, our Supervisory Board meets once a month. In 2016, there
were 11 regularand 3extraordinary meetings. The Chairman of our Board of Directors regularly attends the meetings.
The business address of eachmember of our Supervisory Board is Duhova 2/1444, 140 53 Prague 4, Czech Republic.

There are no conflicts of interest between the duties of the members of our Supervisory Board to us and to
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their private interests or other duties.

Set out below are the members of our Supervisory Board as of the date of this Base Prospectus
Name Born Position

VAclav Paces 1942  Chairman of the Supervisory Board
Ondiej Landa 1980 Vice Chairman of the Supervisory Board
Vladimir Hronek 1964 Member of the Supervisory Board

Jitka Cermakova 1973  Member of the Supervisory Board
Lubomir Klosik 1951  Member of the Supervisory Board

Josef Suchéanek 1954  Member of the Supervisory Board

Sérka Vinklerova 1968 Member of the Supervisory Board
FrantiSek Vagner 1954  Member of the Supervisory Board
Zdengk Cerny 1953  Member of the Supervisory Board
Vladimir Kohout 1954  Member of the Supervisory Board

Petr Polak 1973  Member of the Supervisory Board
Robert Stastny 1974  Member of the Supervisory Board
Vaclav Paces Chairman of the Supervisory Board since June 27, 2014

Vice-Chairmanofthe Supervisory Board from May 29, 2013 to June 26, 2014
Member of the Supervisory Board since March 20,2013

Appointed a substitute member for the perioduntilthe next shareholders’ meeting
by the Supervisory Board with effect from March 21, 2017 and reelected
Chairman of the Supervisory Board with effect from March 21,2017

A professor of biochemistry anda graduate of the Faculty of Natural Sciences, Charles University, Prague,
Professor Paces wrote his dissertation at the Institute of Organic Chemistry and Biochemistry of the Czechoslovak
Academy of Sciences. He gained managerial and professional experience in such positions as Presidentofthe Acadery
of Sciences ofthe Czech Republic, Director ofthe Institute of Molecular Genetics of the Academy of Sciences of the
Czech Republic, and Chairman of the government-appointed Independent Energy Commission.

Current membership in governingbodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures:

. HANUS GOLDSCHEIDER FOUNDATION FOR CZECH GOLF—member of the Board of
Trustees since June 1, 2011, reelected as at June 1, 2015 (four-year term);

) University of Economics, Prague—member of the Board of Trustees since March 1, 2012 (six-year
term);
) STARResearch & Innovation Cluster, z. 0.—member of the Board of Trustees since June 1, 2015

(four-year term);
) Ceska spole&nost pro biochemii a molekularni biologii, z.s.—member and Chairman since 1990; and
) Federation of European Biochemical Societies—Secretary General since January 1, 2017.

Vaclav Paces has not been a member ofany governing bodies outside CEZ Group or in CEZ Group affiliates
and/or joint ventures ended in the past five (5) years.

Vladimir Hronek. Vice Chairman of the Supervisory Board since March 20, 2013
Reelected on February 27,2015
Member ofthe Supervisory Boardelected by employees since September 30,2010
Last reelected by the shareholders meeting on employees’ proposal on June 3,
2016 with effect from April 12, 2017 (term expires on June 30, 2021)

A graduate ofthe Industrial School of Electrical Engineering, Prague. He gained professional experience in
such positions as member and Vice-Chairman of the CEZ Group European Works Council.

Vladimir Hronek is not a member of any governing bodies outside CEZ Group or in CEZ Group affiliates
and/or joint ventures.

Membership in governing bodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures ended in
the past five (5) years:
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) CEZ Group European Works Council—Vice-Chairman from 2011-2015, member from 2007—2015.

Ondrej Landa Vice-Chairman of the Supervisory Board since June 23, 2016
Member of the Supervisory Board since June 3, 2016

A graduate of the Faculty of Law, Masaryk University, Brno. He gained professional experience in such
positions as lawyer and Director of Litigation and Difficult Cases at Ceskoslovenska obchodnibanka, a.s. and Deputy
Minister managing the Legal Section of the Ministry of Finance of the Czech Republic.

Current membership in governingbodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures:

o IP Bxit, a.s., in bankruptcy—Vice-Chairman and member of the Supervisory Board since June 9,
2010; and
° Cesky Aeroholding, a.s.—Vice-Chairman of the Supervisory Board since September 5, 2016;

member of the Supervisory Board since June 29, 2016 (five-year term).

OndfejLanda has not been amemberofany governing bodies outside CEZ Group or in CEZ Group affiliates
and/or joint ventures ended in the past five (5) years.

Sarka Vinklerova Member of the Supervisory Board since June 3, 2016

A graduateof the Faculty of Metallurgy and Materials Engineering, Technical University of Ostrava. She
gained managerialand professional experience in such positions as Sales Director and Vice-Chairwoman of the Board
of Directors of Prvnienergetickd a.s.; head of the Czech branch and Electricity Sales Director of KORLEA INVEST,
a.s., organiza¢ni slozka; and head of'the Czech branch of Slovenské elektrame, a.s., a member of ENEL Group.

Current membership in governingbodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures:
) KSV, s.r.o.—Managing Director and company member since October 27, 2016.

Membership in governing bodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures ended in
the past five (5) years:

. Slovenské elektrarne, a.s. - organiza¢ni slozka—branch head from 2009-2016; and
. Slovenské elektrame Ceska republika, s.r.o.—Managing Director from 2015-2016.
Frantisek Vagner Member of the Supervisory Board since June 3, 2016

A graduate ofthe nuclear chemistry program at the Faculty of Nuclear Sciences and Physical Engineering,
Czech Technical University, Prague. He gained managerial and professional experience in such positions as Director,
Managing Director, Chief Executive Officer, and Vice-Chairman and Chairman of the Board of Directors of ENVINET
a.s.and Senior Adviser at NUVIA a.s. In the CEZ Group he has worked as Head of Technical Support at CEZ, a. s.

Current membership in governingbodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures:

. BD RICANY s.r.o.—Managing Director since March 25, 2013;
) Peralec 77, s.r.o.—Managing Director since June 5, 2013;
) IFRE a.s.—Chairman ofthe Board of Trustees and Statutory Director since May 15, 2014 (five-year

term), sole shareholder since April 1, 2010;

o Denni centrum Barevny svét, o.p.s.—member of the Board of Trustees since September 12, 2014
(three-year termy;
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) IFRE INDUSTRY a.s.—member of the Board of Trustees since February 3, 2016 (five-year term);
and

) P77 s.r.0.—50% owner and Managing Director since January 6, 2017.

Membership in governing bodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures ended in
the past five (5) years:

. Tiebi¢ District Chamber of Commerce—Vice-Chairman of the Board of Directors from 2011-2014;

. NUWVIA a.s.—Chairman of the Board of Directors from 2002—2014 and Vice-Chairman of the Board
of Directors in 2015;

o AEF ACIMEX ELECTRONICS FULNEK s.r.o.—Managing Director from 2013-2016;

) IFRE FJ s.r.o.—Managing Director in 2016; and

. Celostatni sluzba osobni dozimetrie,s.r.0. /CSOD,s.r.o./—Managing Director from 2009-2014.
Zdenéek Cerny Member of the Supervisory Board since June 27,2014

A graduateofthe Faculty of Law, Charles University, Prague, and a Commercial Law MBA program, Ustav
pravaapravnivédy, o.p.s., Prague. He gained managerial and professional experience in such positions as member of
the Supervisory Board of UNIPETROL, a.s.; member and Chairman of the Supervisory Board of CESKA
RAFINERSKA, a.s.; Chairman of the ECHO Labor Union; and member of the Supervisory Board of CEZ Group’s
CEZ Energetické sluzby, s.r.o.

Current membership in governingbodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures:

o UNIPETROL, a.s.—memberofthe Supervisory Board since January 29, 1999, last reelected on July
1, 2016 (three-year term).

Membership in governing bodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures ended in
the past five (5) years:

. CESKA RAFINERSKA, a.s —Chairman and member of the Supervisory Board from 2011-2016.

Vladimir Kohout Member of the Supervisory Board since June 3, 2016

A graduateofthe Brno University of Technology, Faculty of Electrical Engineering. He gained managerial
and professional experience in such positions as Technology and Investment Director at Teplarny Brno, a.s.; Economic
Directorand Vice-Chairman of the Board of Directors of Energetické strojirny Brno, a.s.; and Chairman of the Board
of Trustees and Statutory Director of Moravska energeticka a.s. In the CEZ Group he has worked as a heating plant
technology operations manager; electrical operations manager; and director ofthe Brno branch of CEZ — Jihomoravské
elektrarny Brno, k.p., Brno.

Current membership in governingbodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures:

. ESB Elektro, a.s.—Chairman of the Board of Directors since June 15, 2011; reelected on May 26,
2016 (five-year term);

o ESB Rozvadéce, a.s.—member of the Board of Directors since October 8, 2007; reelected on May
22, 2014 (five-year term); and

) Moravska energeticka a.s.—Chairman ofthe Board of Trustees since July 22, 2014 (five-year term)
and Statutory Director since July 22, 2014.
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Membership in governing bodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures ended in
the past five (5) years:

o Energetické strojirny Brno, a.s.—Vice-Chairman and member of the Board of Directors from 2002—
2015;
. ESB Montaze, a.s.—Vice-Chairman of the Board of Directors from 2008-2014; and
) Moravska energeticka a.s.—Chairman of the Board of Directors from 2009-2014.
Petr Polak Member of the Supervisory Board since February 25, 2016

A graduate of NottinghamTrent University (B.1.B.S.), United Kingdom—Senior Executive MBA.. He gained
managerialand professional experience in such positions as Chief Information Officer at EKO-KOM, a.s.; as member
of'the Supervisory Board at CESKY TELECOM, a.s. and Ceska posta, s.p.; and in CEZ Group as member and later
Vice-Chairman of the Supervisory Board of Severoéeské doly, a.s.

Petr Polak is not a member, and has not been a member, of any governing bodies outside CEZ Group or in
CEZ Group affiliates and/or joint ventures currently, or in the past five (5) years.

Robert Stastny Member of the Supervisory Board since September 29, 2014.

A graduate of the Faculty of Law, Masaryk University, Brno. He gained managerial and professional
experience in such positions as senior officer at the Road Safety Departmentofthe Ministry of Transport of the Czech
Republic and in the engineering industry.

Robert Stastny is not amember, and has notbeena member, of any governing bodies outside CEZ Group or
in CEZ Group affiliates and/or joint ventures currently, or in the past five (5) years.

Jitka Cermakova Member of the Supervisory Board since April 12,2016

A graduate of secondary school in Trutnov. She gained managerial and professional experience in such
positions as administration-technical specialist in Pofi¢i power plan; vice-chairwoman of Pofi¢i power plan labour
union and vice-chairwoman of the Czech labour union for energy sector and vice-chairwoman of the CEZ Group
European Labour Committee.

Jitka Cermakova is nota member, and has not been a member, of any governing bodies outside CEZ Group or
in CEZ Group affiliates and/or joint ventures currently, or in the past five (5) years.

Lubomir Klosik Member of the Supervisory Board since April 12,2016

A graduate of Secondary Industrial Chemical School of Chemical Technology in Ostrava and a graduate of
three-year program in Social-Economic Management at Mendel University in Brno. He gained managerial and
professional experience in such positions as vice-chairman of the CEZ Group European Labour Committee and
Chairman of the Board in Regional Association of the CMKOS Trade Unions in Morava region.

Current membership in governing bodies outside CEZ Group or in CEZ Group affiliates and/or joint ventures:

o ECHO labour union — member of the management board (until 2018, five-year term)

Membership in governing bodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures ended in
the past five (5) years:

) CEZ Group European Labour Committee — Vice-chairman of the Board of Directors from 2007 —
2011;
o Regional Association of Labour Unions in North Morava region — Chairman ofthe Association from

2007 - 2011; and
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) Assaociation for North Morava region development — member of the Association from 2007 — 2011.

Josef Suchanek Member of the Supervisory Board since April 12,2016

A graduate of the Secondary Industrial School in Ttebi¢ in the field of mechanical engineering, and also
graduate of the Institute of Energy of the Czech State Energy Inspectorate in the field of water management. He gained
managerial and professional experience in various positions in CEZ Group’s DaleSice hydro power plant. He is a
chairman ofthe DaleSice Water Power Plant Trade Union, a member of the Czech Association of Trade Unions of
Power Engineers.

Josef Suchanekis nota member, and has not been a member, of any governingbodies outside CEZ Group or
in CEZ Group affiliates and/or joint ventures currently, or in the past five (5) years.

Committees of our Supervisory Board

Our Supervisory Board has the power to establish committees and to elect and remove their members. Our
Supervisory Board has established the Strategy Committee and the Personnel Committee. Only members of our
Supervisory Board are eligible to be members of the Strategy and Personnel Committee. The term of office of
committee members is identical to theirtermof office on our Supervisory Board. Committees of our Supervisory Board
meet as needed, but noless than once every three months. Committees of our Supervisory Board make a decision by a
simple majority of the votes of all members of the committee.

In accordance with Czech statutory requirements, we have also established an Audit Committee. The Audit
Committee is comprised of members of our Supervisory Board and third parties. Please see “Audit Committee” below.

Strategy Committee

The Strategy Committee of our Supervisory Board was established to improve our Supervisory Board’s
decision-making in matters concerning our strategic development. The committee’s activities include evaluating
proposals for major business activities such as capital expenditure, acquisition, and divestiture projects (in particular,
purchases and sales of material assets or ownership participations in the Czech Republic and abroad), proposals for
establishing orwindingup our subsidiaries, construction of new generating plants and the phasing out, sale, or renewal
of production plant and equipment.

In 2016, the Strategy Committee held 6 meetings. As ofthe date of this Base Prospectus, the members of the
Strategy Committee are Mr. Petr Polak (chairman), Mrs. Sarka Vinklerova (vice-chairman), Mr. Vaclav Pages and Mr.
FrantiSek Vagner.

Personnel Committee

The Personnel Committee of our Supervisory Board, was established to make proposals for our Supervisory
Board regarding its personnel policies for members of our Board of Directors, to present its opinion on proposals to
elect and remove members of our Board of Directors, to present nominations of candidates for membership of our
Board of Directors to our Supervisory Board for approval, to make recommendations to our Supervisory Board
regarding issuance of opinions in matters relating to the appointment and manner of remuneration of our Chief
Executive Officer and members of our Board of Directors, and to giveto our Supervisory Board its recommendations
concerning candidates proposed by our Board of Directors for nomination to the supervisory boards of companies in
which we hold a stake in the registered capital exceeding CZK 500 million. More specifically, the contracts and
remuneration of members of our Board of Directors is approved by the Supervisory Board and the contracts and
remunerationof Chief Executive Officerand our Division Heads are subject to the prior approval of the Supervisory
Board. In addition, remuneration of members of our Supervisory Boardand Audit Committee, includingall benefits, is
approved by the General Meeting of the shareholders. Please see “Compensation.”

In 2016, the Personnel Committee held 11 meetings. As ofthe date of this Base Prospectus, the members of
the Personnel Committee are Mr. Vladimir Hronek (chairman), Mr. Zdenék Cerny (vice-chairman), Mr. Vladimir
Kohout and Mr. Robert Stastny.
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Audit Committee

The powers and responsibilities and decision making process of our Audit Committee are stipulated by our
Atrticles of Association and Czech Act No. 93/2009 Coll., on auditors, as amended and include:

e Monitoring the process of compiling financial statements and consolidated financial statements and
presenting recommendations to the Board of Directorsand/or the Supervisory Board in order to ensure
integrity of accounting and financial reporting systems (if necessary);

e Monitoring the efficiency of internal controls and risk management systems;
e Monitoring the efficiency of internal audit and its functional independence;

¢ Recommending an auditor to conducta statutory audit to the Supervisory Board, duly justifying such a
proposal;

e Monitoring the statutory audit process;

e Reviewing the independence of the statutory auditor and audit firmand the provision of non-audit
services to a public-interest entity by the statutory auditor and audit firm;

e Discussing with the auditorrisks to theauditor’s independence and safeguards applied by the auditor in
order to mitigate such risks;

e Giving its opinion on release from an obligation under a statutory audit contract or termination of a
statutory audit contract pursuant to the Auditors Act;

e Informing the Supervisory Board of the result of a statutory audit and its findings obtained monitoring the
statutory audit process;

¢ Informing the Supervisory Board how a statutory audit contributed to ensuring the integrity of accounting
and financial reporting systems;

e Approving the provision of other non-audit services; and

e bBxercising other powers pursuant to the Auditors Act ordirectly applicable EU legislation setting down
specific requirements for the statutory audit of public-interest entities.

Pursuant to our Articles of Association, the Audit Committee has five members (one position being vacant as
of the date of this Base Prospectus), which are electedandremoved by the General Meeting fromamong members of
our Supervisory Board or third parties. Members of our Board of Directors and our procura holders are not eligible to
be members of our Audit Committee. The majority ofthe Audit Committee members (includingthe Chairman) must be
independent and professionally qualified, and at least one of the professionally qualified members must be an
independentindividual qualified in the area of audit and/or accounting. Members of our Audit Committee serve a four-
year term. Members of our Audit Committee attend our General Meeting and are required to report to our General
Meeting onthe results of their activities. Our Audit Committee held 4 meetings in 2016. Our Audit Committee makes
decisions by a simple majority of the votes of all its members.

The business address of each member of our Audit Committee is Duhova 2/1444, 140 53 Prague 4, Czech
Republic.

There are no conflicts of interest between the duties of the members of our Audit Committee to us and to their
private interests or other duties.

Set out below are the members of our Audit Committee as of the date of this Base Prospectus.

Name Born Position

Jan Vanééek 1967 Chairman of the Audit Committee
Otakar Hora 1960 Vice Chairman of the Audit Committee
Andrea Lukasikova 1980 Member of the Audit Committee

187



Radek Neuzil 1970 Member of the Audit Committee
lvan Pilip 1963 Member of the Audit Committee

Jan Vanécek Chairman of the Audit Committee since September 25, 2015
Member of the Audit Committee since June 12, 2015

A graduateofthe Faculty of Electrical Engineering, Czech Technical University, Prague; a graduate of the
University of Economics, Prague, with focus onaccounting, corporate finance, and banking; and an ACCA/FCCA—
Chartered Certified Accountant obtained on the international professional training programat Charles University,
Prague. He gained managerial and professional experiencein such positions as Audit Senior at Arthur Andersen and
Chief Financial Officer for the Czech Republic at Cinergy, a U.S. energy company.

Current membership in governingbodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures:

) Pinn partners s.r.o.—Managing Director and company member since September 11, 2008.

Membership in governing bodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures ended in
the past five (5) years:

o i4wifi a.s.—member of the Supervisory Board from 2014 to 2015; and
) CP Prahas.r.o0., in liquidation—Vice-Chairman and member ofthe Supervisory Board in 2011-2016.
Otakar Hora Vice-Chairman of the Audit Committee since September 27,2016

Member of the Audit Committee since June 3,2016

A graduate ofan Economic Reporting and Audit program, University of Economics, Prague. He completed his
research assistantship at the Department of Accounting of the University of Economics. He gained managerial and
professional experiencein such positions as lecturerand later deputy head of the Department of Accounting and the
Department of Management Accountingand member of the Scientific Board ofthe Faculty of Finance and Accounting,
University of Economics, Prague; Vice-President of the Czech Chamber of Auditors; partner in KPMG Ceska
republika Audit, s.r.o.;and partner in charge of the managementofoperations of KPMG group companies in Czechia.

Current membership in governing bodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures:
) DZD, v.0o.s.—company member and statutory representative since February 25, 1999; and
o ABArent s. r. 0o.—Managing Director and company member since March 2, 2016.

Membership in governing bodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures ended in
the past five (5) years:

o KPMG Ceska republika, s.r.0.—proxy with an individual power of procuration from 1998-2016; and
o KPMG Ceska republika Audit, s.r.o.—Managing Director from 2001-2016.
Andrea Lukasikova Member of the Audit Committee since June 27,2014

A graduateofthe Faculty of International Relations, University of Economics, Prague. She gained managerial
and professional experience in such positions as Head of Risk Management at Deloitte Audit s.r.0. and in the
independent European Affairs departmentof the Chancellery of the Senate of the Parliament of the Czech Republic;
now she is in charge of financial management and accounting at Olife Corporation, a.s.

Current membership in governingbodies outside CEZ Group or in CEZ Group affiliates and/or joint ventures:

) Cesky Aeroholding, a.s.—member of the Audit Committee since July 2014 (five-year term).
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Membership in governing bodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures ended in
the past five (5) years:

. Cesky institut internich auditori, z.s.—member of the Board from 2013-2014; and
o Ceska exportni banka, a.s. —member of the Audit Committee from 2014-2016.
Radek Neuzil Member of the Audit Committee since June 19, 2013

A graduateofthe Faculty of Mechanical Engineering, Brno University of Technology (majoring in economics
and machinery production management) and Faculty of Law, Masaryk University in Brno (LL.M.—Master of Laws).
He gained managerial and professional experience in such positions as Secretary of the Czech Chamber of Tax
Advisers; Chairman ofthe Supervisory Board and later Managing Director of Dailova akademie s.r.o.; member of the
Executive Board and Chairman of the Committee for Cooperation and Coordination in Audit of the Public Audit
OversightBoard; member of the Departmental Coordination Subgroup for Accounting and Statutory Audit, Ministry of
Finance ofthe Czech Republic; and member of the Accounting and Audit Policies and Development Commission,
Auditand TaxAdvisory Section, Ministry of Finance of the Czech Republic. He has been a taxadviser since 2002.

Current membership in governing bodies outside CEZ Group or in CEZ Group affiliates and/or joint ventures:

o Charles University—member of the Board of Trustees since October 14, 2011 (six-year term);

. 02 Czech Republic a.s.—Vice-Chairman of the Audit Committee since March 12, 2014 (five-year
term);

) PASKI CLUB, v.0.s.—company member since October 4, 1995;

o Paski club (association)—Vice-Chairman since March 3, 1994 (undefined term duration);

) Eldan (association)—Chairman since July 4, 2002 (undefined term duration); and

) Public Audit Oversight Board—Disciplinary Committee member since 2015, Chairman since 2016.

Membership in governing bodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures endedin
the past five (5) years:

) Daiova akademie s.r.o.—Managing Director from 2011-2012; and

. Public Audit Oversight Board—member of the Executive Board and Chairman of the Committee for
Cooperation and Coordination in Audit from 2009-2015.

Board of Directors

Our Supervisory Board elects members of our Board of Directors. Members of our Board of Directors serve
four-yearterms and may be re-elected. The business address of each member of our Board of Directors is Duhova
2/1444, 140 53 Prague 4, Czech Republic.

Responsibilities of our Board of Directors primarily include:
e managing our operations, including keeping of proper accounts;

e convening and organizing the General Meeting and submitting to the General Meeting certain
information, including: draft amendments to our Articles of Association; proposals to increase/decrease
our share capital; annual, extraordinary, consolidated, and interim financial statements; income
distribution proposals including stipulation of dividend amount, manner of payout, and due date,
participationin our profit sharing by members of our Board of Directors, and amounts to be allocated to
reserves orthe manner of settlingany losses; yearly report on our business operations andthe state of our
assets;
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e carrying out General Meeting resolutions; and

e deciding on entering intoagreements relating to the formation of business companies or acquisition of our
ownership stakes in other legal entities, as well as winding up of business companies or disposing of our
ownership stakes in other legal entities.

Our Board of Directors makes decisions by a simple majority of the votes of all its members. A quorumis
present when a simple majority of members of our Board of Directors is present at a meeting. Each member of our
Board of Directors has one vote. When necessary in matters of urgency, a decision may be made by our Board of
Directors without holding a meeting. Our Board of Directors has discretion to invite to its meetings members of our
other governing bodies, our employees, or other persons.

In accordance with our Articles of Association, certain decisions of our Board of Directors require the prior
consentoropinionofour Supervisory Board before they can be implemented, and our Board of Directors is required
to submit such decisions to our Supervisory Board for discussion and request its opinion.

Our Articles of Association providethatour Board of Directors shall comprise seven members. As ofthe date
of this Base Prospectus one position in our Board of Directors is being vacant. Our Board of Directors is obliged to
meet at least oncea month. In practice, however, meetings are held almost weekly and a total of 40 meetings took place
in 2016.

There are no conflicts of interest between the duties of the members of our Board of Directors to us and to
their private interests or other duties.

Set out below are members of our Board of Directors as of the date of this Base Prospectus.

Name Born Position

Daniel Benes 1970  Chairman of the Board of Directors

Martin Novak 1971  Vice Chairman of the Board of Directors

Michaela Chaloupkova 1975  Member of the Board of Directors

Pavel Cyrani 1976  Member of the Board of Directors

Tomas Pleskad 1966  Member of the Board of Directors

Ladislav Stépanek 1957  Member of the Board of Directors

Daniel Benes Chairman of the Board of Directors since September 15, 2011
Vice-Chairman of the Board of Directors from May 21, 2008 to June 29,
2010

Vice-Chairman ofthe Board of Directors from May 10, 2006 to May 20, 2008
and from June 29, 2010 to September 15, 2011
Member ofthe Board of Directors continuously since December 15, 2005
Last reelected with effect from December 18, 2017

A graduate of the Technical University of Ostrava, Faculty of Mechanical Engineering, and the Brno
International Business School Nottingham Trent University (MBA). He gained managerial and professional experience
in such positions as Procurement Director, Chief Administrative Officer, and Chief Operating Officer of CEZ, a. s.

Current membership in governing bodies outside CEZ Group in CEZ Group affiliates and/or joint ventures:
e Technical University of Ostrava—member of the Board of Trustees since August 14, 2009, reelected on

October 1, 2015 (six-year term);

e Confederation of Industry ofthe Czech Republic—member of the Board of Directors and Vice-President since
April 28, 2015 (four-year term); and

e CEZ Foundation—Chairman ofthe Board of Trustees since May 31, 2007, member of the Board of Trustees
since March 26, 2007, last reelected for the term starting on July 16, 2015 (two-year term).

Membership in governingbodies outside CEZ Group or in CEZ Group affiliates and/or joint ventures ended in the
past five (5) years:
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e University of South Bohemia, Ceské Bud&jovice—member of the Board Of Trustees from 2011-2014; and

e Jadrovéenergeticka spolocnost’ Slovenska, a. s.—Vice-Chairman and member of the Supervisory Board from
2009-2013; and

e Czech Association of Energy Sector Employers—member of the Board of Directors from 2012—2016.

Martin Novak Vice-Chairman of the Board of Directors since October 20, 2011
Last reelected with effect from May 23, 2016
Member of the Board of Directors since May 21, 2008
Last reelected with effect from May 23, 2016

A graduate of the Faculty of International Relations, University of Economics, Prague, majoring in
international tradeand commercial law. In 2007, he completed an Executive Master of Business Administration (MBA)
programat the KATZ School of Business, University of Pittsburgh, specializing in the energy sector. He has been a
member of the Czech Chamber of Tax Advisers since 1996. He gained managerial and professional experience
particularly during his almost ten-year career in the oil refining industry and fuel production and distribution. In recent
years he served as manager in ConocoPhillips’ globalheadquarters in Houston, Texas as well as its London regional
office. He also worked at ConocoPhillips Czech Republic s.r.0. where he served as Chief Financial Officer with
responsibility for Central & Eastern Europe (in this position he also served as statutory representative for several
regional branches of ConocoPhillips), and at CEZ, a. s. as Head of Accounting.

Current membership in governing bodies outside CEZ Group or in CEZ Group affiliates and/or joint ventures:
e Burza cennych papiri Praha, a.s.—member of the Supervisory Board since June 3, 2014 (five-year term).

Martin Novék has notbeena member of any governingbodies outside CEZ Group or in CEZ Group affiliates
and/or joint ventures ended in the past five (5) years.

Tomas Pleskac Member of the Board of Directors since January 26, 2006
Reelected with effect from January 28, 2014
1st Vice-Chairman ofthe Board of Directors fromMay 21, 2008 to June 29, 2010
Vice-Chairmanofthe Board of Directors from February 11,2008 to May 20,2008

A graduateofthe Faculty of Business and Economics, University of Agriculture, Brno; MBA from Prague
International Business School. He gained managerial and professional experience in such positions as Chief Financial
Officer for Severomoravska energetika, a. s. and Deputy Director for Finance for the Dukovany Nuclear Power Plant.

Current membership in governing bodies outside CEZ Group or in CEZ Group affiliates and/or joint ventures:

e Akenerji Elektrik Uretim A.S. (Turkey)—Vice-Chairman of the Board of Directors since June 20, 2012;

member of the Board of Directors since May 13, 2009; last reelected on April 26, 2016 (term expires on April
26, 2019); and

o AkcezEnerji A.S. (Turkey)—Vice-Chairman of the Board of Directors since January 1, 2015; member of the
Board of Directors since July 1, 2013; reelected on March 22, 2016 (three-year term).

Membership in governing bodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures ended in
the past five (5) years:

o Mitteldeutsche Braunkohlengesellschaft mbH—member of the Supervisory Board from 2009-2012 (company
sold); and

e CM European Power International B.V. (Netherlands)—Chairman of the Board of Directors from 2011-2015,
member of the Board of Directors from 2008-2015.

Pavel Cyrani Member of the Board of Directors since October 20,2011
Reelected with effect from October 21, 2015

A graduateofthe University of Economics, Prague, majoring in international trade, and the Kellogg School of
Management in Evanston, lllinois (USA), where he was awarded an MBA in Finance. He gained managerial and
professional experience primarily at CEZ, a. s., where he has served since 2006, first as Head of Planning &
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Controlling and Head of Asset Management and since 2011 as a member of the Board of Directors, Chief Strategy
Officer, and then Chief Sales Officer. Prior to joining CEZ, a. s., he worked at McKinsey & Company.

Pavel Cyraniis notamemberof any governing bodies outside CEZ Group or in CEZ Group affiliates and/or
joint ventures.

Membership in governing bodies outside CEZ Group orin CEZ Group affiliates and/or joint ventures ended in
the past five (5) years:

e Loyalty Consulting s.r.o. (Expat Support s.r.o. since April 7, 2015—Managing Director and company
member from 2003-2012;

e Dalkia Ceska republika, a.s. (Veolia Energie CR, a.s. since January 1, 2015)—member of the Supervisory
Board from 2010-2012;

e CM European Power International B.V.—member of the Board of Directors from 2011-2015; and

e CEZ Energo, s.r.o.—member and Chairman of the Supervisory Board from 2014-2016.

Michaela Chaloupkovéa Member of the Board of Directors since October 20,2011
Reelected with effect from October 21, 2015

A graduateofthe Faculty of Law, University of West Bohemia, Pilsen, and an Executive Master of Business
Administration (MBA) programat the KATZ School of Business, University of Pittsburgh, specializing in the energy
sector. She gained managerial and professional experience, in particular, at Stratego Invest a.s. (later i-Tech Capital,
a.s.), where she served as Head of Controlling and Vice-Chairwoman of the Board of Directors, as well as in
managerial positions in Procurement and Human Resources at CEZ, a. s.

Michaela Chaloupkovais notamember, and has not been a member, of any governing bodies outside CEZ
Group or in CEZ Group affiliates and/or joint ventures currently, or in the past five (5) years.

Ladislav Stépdanek Member of the Board of Directors since June 27,2013

A graduate of the Faculty of Mechanical Engineering, Czech Technical University, Prague. He gained
managerialand professional experience in such positions as Head of the Office of the Chief Executive Officer and the
Board of Directors, and Head of Fuel Cycle at CEZ, a.s.

Ladislav Stépanekis not a member, and has not beena member, of any governing bodies outside CEZ Group
or in CEZ Group affiliates and/or joint ventures currently, or in the past five (5) years.

Chief Executive Officer and Division Heads

Atthe executive employees’ level, we are managed by the Chief Executive Officer and the Division Heads. The
business address of our Chief Executive Officer and Division Heads is Duhovéa 2/1444, 140 53 Prague 4, Czech
Republic.

There are no conflicts of interest between the duties of our Chief Executive Officer and our Division Heads to
us and to their private interests or other duties.

Set out below are our Division Heads as of the date of this Base Prospectus.

Name Born Position Date of appointment
Daniel Benes 1970  Chief BExecutive Officer September 15, 2011
Martin Novak 1971  Chief Financial and Operations Officer January 1, 2016
Tomas Pleska¢ 1966 Chief Renewables, Development and March 1, 2017
Distribution Officer
Ladislav St&panek 1957  Chief Generation Officer July 1, 2013
Michaela Chaloupkova 1975  Chief Administrative Officer January 1, 2012
Pavel Cyrani 1976  Chief Sales Officer January 1, 2016

Daniel Benes. Mr. Bene$s has been our Chief Executive Officer since September 15, 2011. For more
information on Mr. Benes, please see “Board of Directors” above.
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Michaela Chaloupkova. Ms. Chaloupkova has been our Chief Administrative Officer (formerly Chief
Purchasing Officer) since January 1,2012. Formore information on Ms. Chaloupkova, please see““Board of Directors”
above.

Pavel Cyrani, Mr. Cyrani has been our Chief Sales Officer since January 1, 2016. For more information on
Mr. Cyrani, please see “Board of Directors” above.

Ladislav Stépdnek. Mr. Stépanek has been our Chief Generation Officer since July 1, 2013. For more
information on Mr. Stépanek, please see “Board of Directors” above.

Martin Novak. Mr. Novak has been our Chief Finance Officer since January 1, 2008 and appointed Chief
Financial and Operations Officer on January 1, 2016. For more information on Mr. Novak, please see “Board of
Directors” above.

Tomas Pleskac. Mr. Pleska¢ has been our Chief Foreign Assets Officersince May 1, 2014, and appointed our
Chief Renewables and Development Officer since January 1, 2016.

Responsibilities of Mr. Pleskacas Chief Renewables and Development Officer were subsequently extended and
the position was renamedto Chief Renewables, Development and Distribution Officer on March 1, 2017. For more
information on Mr. Pleskac, please see “Board of Directors” above.

Team Operations and Team Development

In 2015, in accordance with Art. 17, sub. 1 ofthe Articles of Association, we established the operations team
(“Team Operations”) and development team (“Team Development”). The Vice-Chairman andthe Chief Finance Officer
has beenappointed the leader of Team Operations, and became the Chief Financial and Operations Officer. The Chief
Renewables Foreign Assets Officer was appointed the Leader ofthe TeamDevelopmenton January 1, 2016 and became
Chief Renewables and Development Officer. Responsibilities attached to the position of Chief Renewables and
Development Officer were subsequently extended and the position was renamed to Chief Renewables, Developmentand
Distribution Officer on March 1, 2017.

TeamOperations consists of the Chief Financial and Operations Officer, Chief Administrative Officer and
Chief Generation Officerand focuses on management of mining, electricity production, heat production and distribution,
finance, personal resources and procurement.

TeamDevelopmentconsists of the Chief Renewables, Development and Distribution Officer and Chief Sales
Officer and focuses on management of sales, customer solutions, innovations, distribution and regulation, foreign
country management units, mergers & acquisitions and renewable resources.

Committees of Members of the Board of Directors

Each member of the Board of Directors may set up working commissions, teams, and committees in their
appointedarea. Other members of the Board of Directors involved in the matters in question and relevant CEZ Group
employees may participate in their work.

The following were the key committees in the CEZ Group as at the date of this Base Prospectus:

The Committee for CEZ, a. s. Plant Safety, which,among other things, assesses the level and condition of
plant safetyat CEZ, a. s. It assesses thequality and safety aspects ofthe corporate culture, current and potential safety
problems, quality issues, and optimal solutions thereto. The committee is an advisory body to the Chairman of the
Board of Directors (Chief Executive Officer).

The CEZ Group Security Committee, which, among other things, deals with CEZ Group security policies,
strategies, and objectives; threats; risks; analyses of security incidents; and proposed security requirements, corrective
measures, and the priorities/conditions for their implementation. The committee is an advisory body to the Chairman of
the Board of Directors (Chief Executive Officer).

The Risk Committee, which deals with matters concerning CEZ Group’s risk management; in particular, it
proposes the risk management systemdevelopmentstrategy and adopts recommendations and opinions on venture
capitalmanagement, the oversight of internal risk management, and the monitoring ofthe overallimpact of risks on the
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CEZ Group’s value. The Risk Committee is an advisory body to the Vice-Chairman of the Board of Directors in charge
of the Finance Division (Chief Financial Officer).

Compensation

The remunerationof the members of the Board of Directors, the Supervisory Board, the Audit Committee,
Chief Executive Officer and our Division Heads and selected managers of departments with grou p field activity
decreased to CZK 297 million in 2016 compared with CZK 308 million in 2015.

Remuneration of members of our Supervisory Board and Audit Committee, including all benefits, is approved
by the General Meeting of ourshareholders. In accordance with resolutions passed by our General Meeting, we enter
into a membership contractwith each member ofthese bodies. Remuneration of members of our Board of Directors,
including all benefits, is approved by the Supervisory Board. In accordance with resolutions passed by our
Supervisory Board, we enter into a membership contract with members of our Board of Directors. The contracts and
remuneration of the Chief Executive Officer and our Division Heads are concluded by members of our Board of
Directors subjectto theprior consent of the Supervisory Board, unless they are members of the Board of Directors.

Remuneration and benefits received by members of our governing bodies include:
e fixed remuneration;

e annual bonus in addition to the base monthly wage; the amount of the bonus depends on
fulfilment of criteria stipulated in advance;

e target remuneration based on fulfilment of specific tasks assigned by our General Meeting.
Members of our Board of Directors may receive target remuneration up to sixtime multiple of
the amount of his or her monthly remuneration;

e participation in our profit sharing by members of our Board of Directors and Supervisory Board
by a decision of our General Meeting;

e stockoptions formembers of our Board of Directors, but not for Members of our Supervisory
Board or our Audit Committee;

e endowment life insurance;
e severance pay formembers of our Board of Directors should their contract be terminated before
it is due to expire. The severance pay amount is the aggregate total remuneration that would

otherwise havebeenpaid forthe months remaining until the end of the term of their contract;

e cash settlement on compliance with a ban on competition on termination ofemployment forour
Board of Directors; and

e passenger car, increased travel expenses and employee benefits according to the collective
bargaining agreement.

Remuneration of our Chief Executive Officerand our Division Heads is determined by our Board of Directors
subject to the prior consent of our Supervisory Board, unless they are members of our Board of Directors.
Remuneration and benefits of our Chief Executive Officer and our Division Heads include:

e base monthly wage paid for the amount of time worked;

e annualbonusin additionto the base monthly wage. The bonus amount depends on fulfilment of criteria
stipulated in advance;

e strategic bonuses tied to fulfilment of specific, long-termtasks in the areas of plant construction and
renewal, and acquisition activities;

e stockoptionssubject to adecisionofourBoard of Directors and the consent of our Supervisory Board;
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e endowment life insurance;
e severance pay and cash settlement on termination of employment; and

e passenger car, increasedtravel expenses and employee benefits according to the collective bargaining
agreement.

Share Options of Senior Management

As of December 31, 2016, members of our Board of Directors, our Division Heads and certain departmental
managers held a total of 2,512 thousand options to acquire shares of CEZ. For information on the number of share
options granted toand exercised and forfeited by our senior managementin the yearended December 31, 2016, please
see Note 27 of our audited consolidated financial statements for the year ended December 31, 2016.

Corporate Governance

Our corporate governance is based onthe recommendations of the Czech 2004 Corporate Governance Codex
compiled by the former Czech Securities Commission. For information onourgoverning bodies, a description of how
they are established, their currentcomposition, a description of how their members are remunerated, and a summary of
Supervisory Board committees, please see “Supervisory Board - Board of Directors - Chief Executive Officer and
Division Heads - Audit Committee and Compensation” above.

In addition, we comply with all Czech Companies Act provisions regarding shareholder rights, convening our
General Meetings and ensuring equal treatment of our shareholders.

Further, as an issuer of securities accepted for trading on the Warsaw Stock Exchange, we also comply with
the corporate governance requirements of the Warsaw Stock Exchange.
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PRINCIPAL SHAREHOLDERS

As of December 31, 2016, the registered capital of CEZ as recorded in the Commercial Register was CZK
53,798,975,900, comprising 537,989,759 shares, eachwith a nominal value of CZK 100. The issue price of all shares
had been fully paid up and all of the shares were booked to owner and listed.

The registered capital of CEZ is comprised exclusively of common shares, with no special rights attached.
All of the shares of CEZ are admitted to trading on the Prague Stock Exchange and the Warsaw Stock Exchange and
are freely transferable without any restrictions. No other securities issued by CEZ are limited in their transferability, nor
are any special rights attached thereto.

In accordance with Section 309 of the Czech Companies Act, the voting rights attached to treasury shares
acquired by CEZ on the basis of a General Meeting resolution are not exercised by CEZ. As of December 31, 2016,
CEZ held 3,755,021 treasury shares.

The following table sets forth the shareholdings of the Czech Republic as of December 31, 2016.

As of December 31, 2016

% of share % of wting
Shareholder Number of shares capital rights

Ministry of Finance of the Czech Republic.................. 375,411,276 69.8 70.3

The Czech Republic, throughthe Ministry of Finance, owns approximately 69.8% of the share capital of CEZ
a. s., the parent company of the CEZ Group. As our controlling shareholder, the Ministry of Finance of the Czech
Republic exercises shareholder rights provided for in our Articles of Association and applicable laws (including the
Czech Companies Act and the Capital Market Act), which include the power to elect all members of our Supervisory
Board, who in turn appointall members of our Board of Directors. There are no mechanisms in place to prevent abuse
of control over the CEZ Group by the Ministry of Finance of the Czech Republic except for provisions contained in our
Avrticles of Association and applicable laws (including the Czech Companies Act and the Capital Market Act). For
information on certain Czech statutory mechanisms which are currently in effect and preventing abuse of control by the
Ministry of Finance of the Czech Republic, please see “Related Party Transactions”).

As of December 31, 2016, besidesthe Ministry of Finance of the Czech Republic there were 5 shareholders

holding more than 1% of the share capital or of the votingrights of the shares of CEZ. The following table sets forth
their shareholdings.

As of December 31, 2016

Shareholder % ofshare capital % ofwoting rights
Clearstream BankKing S.A.........oceriinnne i 321 3.23
State Street Bank and TrUSE CO....ocveveeeeiieeiceeseeeese et 1.37 1.38
Chase NOMINEES LIMItEA ........ccovviveeieicicece s 1.33 1.34
Nortrust Nominees Limited 121 1.22
Brown Brothers Harriman Co. 1.05 1.05

Data in the table aboveis based on theinformation provided by the Czech Central Securities Depository. The
shareholders holding more than 1% of the share capital or of the voting rights of the shares of CEZ mentioned in the
table abovemight hold theshares of CEZ on behalf of other entities orindividuals.

Tothe best ofourknowledge, as of the date of this Base Prospectus, no agreements exist thatcould change the
controlstructureofthe Issuerat any date.
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RELATED PARTY TRANSACTIONS

The relationships betweenus and our related parties, identified according to the principles of International
Accounting Standard 24 (“1AS 24”), primarily consist of business transactions relating to the sale and purchase of
products, goods andservices. They fallwithin the activities carried out by us in the ordinary course of our business.
Please see Note 33 ofouraudited consolidated financial statements as of and for the year ended December 31, 2016,
incorporated by reference into this Base Prospectus, for information on our related party transactions.

Our transactions with the related parties are regulated by the Czech Companies Act, which provides for
comprehensive regulation of rules concerning related party transactions and conflicts of interest betweena company and
members ofits board of directors or supervisory board (and persons close to such members). The Companies Act
provides the following rules for joint stock companies (such as CEZ):

e if thevalue ofthe assets tobe acquired by a joint stock company, within two years of its incorporation,
fromits shareholder or founder exceeds onetenth of the company’s registered capital, the price for the
transferred assets shallnot exceed the value determined by an independent expert and the transfer shallbe
approved by a general meeting, unless such transaction is entered into in the ordinary course of
company’s business or on a regulated market or supervised by a state authority;

o members of a board of directors and a supervisory board and a procurist are obliged to notify the
supervisory board or the general meeting that such members (or persons close to them) have or could
have a conflict of interest; the notification obligation also exists if the joint stock company s to secure or
affirm debts, orto become a co-debtor in relation to a member of the board of directors or the supervisory
board or a procurist (or a person close to such member);

e the supervisory board (or the general meeting) is entitled, depending on the circumstances, to either
suspendthe execution of the post of the relevant member of the board of directors or the supervisory
board or procurist prohibit the legal steps (such as the conclusion of an agreement or the provision of
security) in connection with which the conflict of interest occurred or threatens to occur; and

o afailure to notify a potential conflict of interest, or conduct that is in conflict with a supervisory board or
general meeting decisionon a suspension ofthe executionofa postora prohibition of carrying out legal
steps, constitutes a breach of due managerial care andthe relevantmember ofthe board of directors or the
supervisory board or procurist would be liable to the joint stock company for such breach.

Our Related Party Transactions

We conduct transactions with the following related parties:
e ourjoint ventures;

e our affiliates;
e the Ministry of Finance and companies controlled by it; and

e certain members of our senior management or with certain companies over which we or our senior
management may have a significant influence.

We believe that we conduct our business with thesecompanies and individuals in the normal course and on
terms equivalent to those that would exist if they did not have equity holdings in us, if we did not have equity
holdings in them, if they were not members of our senior management, or if we or our senior managementdid nothave
significant influence overthem, as the case may be. Withthe exception of transactions with our joint ventures and other
affiliates, none of these transactions is or was material to us or, to our knowledge, to the other party.

In ouropinion, allagreements with related parties are conducted on an arm’s length basis and we believe that
all of the transactions between us and related parties take place at market prices.
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Transactions with Joint Ventures and Other Affiliates

We enter into transactions with joint ventures and affiliates. The profits fromsuch transactions are eliminated
in proportion to the sharethat we have in such joint ventures and affiliated companies. We believe that all of these
transactions take placeat arm’s length. Foralist of ourjoint ventures, please see Note 9 of our audited consolidated
financial statements for the year ended December 31, 2016.

The following table summarizes the salesto and purchases fromrelated parties for the years 2015 and 2016.

Sales to Related Parties for Purchases from Related Parties
the yearended December 31, forthe yearended December 31,

2015 2016 2015 2016

Joint-venturesand other affiliates: (CZKin millions)

AKCEZ ENErji AS. ..o 41 29 - -
Akernerji Elektrik Uterim A.S............ccooveevinnane, 39 33 - -
CEZ ENEIEO, S.T.0. cvevvvevivirirarireresavatesessesere s 384 269 293 51
in PROJEKT LOUNY ENGINEERING s.r.o....... 22 28 16 36
LOMY MORINA SpOL S T.0..vvovieeiierieiiavinenan, 11 11 169 189
OSC, @.S ittt - - 129 121
Teplo KIAStereC S.r.0. ..ooovvvveiiiiieiiiie e 55 56 - 1
Ustav aplikované mechaniky Brno, s.r.o. 2 2 37 57
Vyzkumny a zkusebni tGstav Plzen s.r.o. 70 2 8 9
OLNEIS . 110 58 41 35
TOLAD e 734 488 693 499

The following table summarizes the receivables from, and payables to related parties as of December 31, 2015
and 2016.

Receivables as of Payables as of
December 31, December 31,
2015 2016 2015 2016

Joint-venturesand other affiliates: (CZKin millions)
AKCEZ ENErji A.S. .ot 10 8 -
CM European Power Slovakia s.r.o.* .................. 494 - -
CEZ ENEIQ0, S.T.0 cuvvivveiereiereereveevee e 127 48 35 11
in PROJEKT LOUNY ENGINEERING s.r.0....... 13 14 9 9
LOMY MORINA Spol. $.1.0..cccviverireririerirnanen, - 1 21 22
OSC, a.s 32 18
Ustav aplikované mechaniky Brno, s.r.o.............. 1 1 24 32
Vyzkumny a zkusSebni ustav Plzen s.r.o. .............. 58 55 3 8
OLNEIS ..o 103 12 16 8
TOtAl ..o 806 139 140 108

! Company was a related party until November 30, 2016

As of December 31, 2015 and 2016, guarantees provided to joint-ventures amounted to CZK 2,998 million
and CZK 3,212 million, respectively (see Note 19.2 of ouraudited consolidated financial statements for the yearended
December 31, 2015 and 2016).

Transactions with the Ministry of Finance of the Czech Republic and the companies controlled by it

The Czech Republic, throughthe Ministry of Finance, owns approximately 69.8% of the s hare capital of CEZ.
For detailed information on the interest held by the Czech Republic in our share capital, please see “Principal
Shareholders”.

In the ordinary course of business, we enter into transactions with the Ministry of Finance of the Czech
Republic orits subsidiaries or commercial companies and state-owned enterprises. Due to the large number of such
entities and of transactions carried outby them, the limitations of the reporting systemadopted by the CEZ Group and
the immateriality of such transactions to our results, we believe that the presentation of such transactions is not
necessary for an accurate view of the financial situation of the CEZ Group. However, we believe that all of the
transactions between us and the Ministry of Finance of the Czech Republic or its subsidiaries or commercial companies
and state-owned enterprises take place on an arm’s length basis.
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Forexample, in 2015 and 2016, in connectionwith ourdividend policy, we paid dividends to the Ministry of
Finance of the Czech Republic in the amount of CZK 15,016 million and CZK 15,016 million, respectively. CEZ and
its fully consolidated subsidiaries in the Czech Republic are taxpayers and pay taxes to the Ministry of Finance of the
Czech Republic. The terms and regulations applicable to the CEZ Group in this respectare identical to those applicable
to other commercial entities in the Czech Republic. On June 25, 2010, an agreement was entered into between CEZ,
and CEPRO, a.s. (the Ministry of Finance of the Czech Republic is the sole shareholder of CEPRO, a.s.) for the
storage, purchase andsale of fuelfrom July 1, 2011 to June 30,2019. The intention of this agreement was to secure the
storage, stocking, filing and release of diesel fuel owned by CEPRO, a.s. in tanks located in buildings ofthe Dukovany
Nuclear Power Plant and Temelin Nuclear Power Plant. In 2015, CEZ concluded three agreements with CEPRO, as.
for delivery of TOLEX in December 2015 and five agreements for the delivery of gasoline. In 2016, CEZ concluded
another agreement with CEPRO, a.s. for the delivery of TOLEX. In addition, in 2014, 2015 and 2016 CEZ was a
party to seven agreements with Kongresové centrum Praha, a.s. (the Ministry of Finance of the Czech Republic is
54.35% shareholder of Kongresové centrumPraha, a.s. and the City of Prague is 45.65% shareholder of Kongresoveé
centrum Praha, a.s.) on lease of commercial premises, among others for the purpose of organising CEZ’s general
meetings in 2014, 2015 and 2016 in those premises and for providing some related support services (e.g. catering). All
of these agreements were entered into at arm’s length and the consideration provided complied with customary
business terms.
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TAXATION

The following summary does not purport to be a comprehensive description of all of the tax
considerations that may be relevant to a decision to purchase, own or dispose of any Notes and does not purport
to deal with the tax consequences applicable to all categories of investors, some of which (such as dealers in
securities and commodities) may be subject to special rules.

Prospective purchasers ofany Notes are advised to consult their owntax advisors asto the tax consequences,
under the tax laws of each country of which they are residents and the Czech Republic, of a purchase of Notes
including, without limitation, the consequences of receipt of interestandsale or redemption ofthe Notes or any interest
therein.

Taxation in the Czech Republic

The information set out below is a summarized description of certain material Czech tax consequences of the
purchase, holding and disposition of Notes and it does not purport to be a complete analysis of all Czech tax
considerations relating tothe Notes that may be relevant to a decisionto purchase the Notes. This summary does not
take into account ordiscuss the taxlaws ofany country other than the Czech Republic nor does it take into account
specific double taxation treaties nor the individual circumstances, financial situation or investment objectives of an
investor in the Notes.

This summary is based on the taxlaws of the Czech Republic as in effect on the date of this Base Prospectus
and their prevailing interpretations available on or before such date. All of the foregoing is subject to change, which
could apply retroactively and could affect the continued validity of this summary.

As this is a general summary, holders of the Notes should consult their own tax advisors as to the
consequences under the tax laws of the country in which they are resident for tax purposes and the tax laws of the
Czech Republic concerningthe purchase, holding and disposition of the Notes and receiving payments of interest,
principaland/or other payments under the Notes, including, in particular, the application to their own situation of the
tax considerations discussed below as well as the application of state, local, foreign or other tax laws.

The information set out below in this section “Taxation in the Czech Republic”, except for section “Taxed
Notes”, shall only apply to the Notes that:

e areissued outside of the Czech Republic; and

e areconsidered solely for Czech taxpurposes as bonds (in Czech dluhopis) (i.e., the Notes the nominal
amount of which is determined as a specific amountand underwhich the Issuer is obliged to pay to the
Noteholder, on or before the Maturity Date, 100% of the nominal amount of the Notes).

Description of certain material Czech tax consequences ofthe Notes, which are not considered for Czech tax
purposes as bonds, are described below in section “Taxed Notes™.

Withholding Tax on Interest

Assuming that the Notes are issued outside of the Czech Republic, all interest payments to be made by us
underthe Notesissued outside the Czech Republic may be made free of withholding or deduction of, for or on the
account ofany taxes of whatsoever natureimposed, levied, withheld orassessed by the Czech Republic orany political
subdivision or taxing authority thereof or therein.

Non-Czech Holders, Holding and Sale

Assuming that the Notes are issued outside of the Czech Republic, interest income on the Notes held by an
individual who is not for taxpurposes treated as a resident of the Czech Republic or by a taxpayer (other than an
individual) who is not for taxpurposes treated as a resident of the Czech Republic, a “Non-Czech Holder,” will be
exempt from taxation in the Czech Republic.

200



Income realized by Non-Czech Holders, not holding the Notes through a permanent establishment in the
Czech Republic, fromthe sale ofthe Notes to other Non-CzechHolders, not purchasing the Notes through a permanent
establishment in the Czech Republic, will not be subject to taxation in the Czech Republic.

Income realized by Non-Czech Holders, whether holding the Notes througha permanent establishment in the
Czech Republic ornot, fromthe sale of the Notes to an individual who is for tax purposes treated as a resident of the
Czech Republic orto a taxpayer (otherthanan individual) who is for taxpurposes treated as a resident of the Czech
Republic, a “Czech Holder,” orto a Non-Czech Holder acquiring the Notes through a permanent establishment in the
Czech Republic, will be subject to taxation in the Czech Republic, unless:

e the Non-Czech Holder realizing that income is resident in a country within the meaning of a double
taxation treaty between that country andthe Czech Republic, pursuant to the terms of which the right to
taxthat income is conferred exclusively to the former country, is the beneficial owner of that income, is
entitled to enjoy the benefits of that double taxation treaty and does nothave a permanent establishmentin
the Czech Republic to which the income would be attributable; or

e the Non-Czech Holderwho is an individual has held the Notes for more than three years prior to theirsake
and the Notes have not been held in connection with business activities of the Non-Czech Holder and if
so,the Notes will be sold after three years following the termination of such business activities at the
earliest. Furthermore, income fromthe sale of the Notes realized by an individual is also exempt from
taxation, if the annual (worldwide) income of that individual from the sale of securities (including the
Notes) does not exceed the amount of CZK 100,000.

Income realized by Non-Czech Holders, holding the Notes through a permanent establishment in the Czech
Republic, fromthe sale of the Notes will be subject to taxation in the Czech Republic regardless of the status of the
buyer.

If income realized by a Non-Czech Holder, whether holding the Notes through a permanent establishment in
the Czech Republic ornot, fromthe sale of the Notes is subjectto taxation in the Czech Republic (as discussed in the
foregoing paragraphs), the Czech Holder ora permanent establishment in the Czech Republic of a Non-Czech Holder
paying the income will be obliged to withhold an amount of 1% on a gross basis representing taxsecurity, unless the
Non-Czech Holder selling the Notes is for tax purposes a resident of a member state of the European Union or the
European Economic Areaorunless the obligation to withhold is waived based on a taxauthority decision. The tax
security shall be credited against the final tax liability of the Non-Czech Holder selling the Notes.

A Non-Czech Holder will not become orbe deemed to become ataxresident in the Czech Republic solely by
reason of holding of the Notes or the execution, performance, delivery and/or enforcement of the Notes.

Czech Holders, Holding and Sale

Interest income on the Notes held by Czech Holders is subjectto Czech corporate and personal income tax, as
applicable, at the flat rates of 19% and 15%, respectively, and is payable on a self-assessment basis (in the case of
Czech Holders who are individuals, the reporting obligation, in addition to whether the interest income shall be
declared on a cashoran accrual basis, will depend onthe individual’s circumstances in each case). Czech Holders that
are subject to Czech accounting standards for entrepreneurs (most companies other than financial or ins urance
institutions and certain individuals engaged in active business) or to Czech accounting standards for financial
institutions (including, in particular, banks) will be required to recognize the interest income on an accrual basis for
accounting purposes and, accordingly, include it in their general tax base for Czech income taxpurposes in the given
period.

Czech Holders who are subject to Czech accounting standards for entrepreneurs or to Czech accounting
standards for financial institutions and hold the Notes for the purposes of trading may be, under certain conditions,
required to revalue the Notesto fair value foraccounting purposes, whereby the unrealized gains or losses would be
accounted for as revenues or expenses, respectively. Such revenues are generally taxable and the corresponding
expenses are generally taxdeductible for Czech tax purposes.

Any gains upon a sale of the Notes will generally be taxable at the above mentioned rates (in case of
individuals whohave held the Notes in connectionwith their business activities, a solidarity surcharge of 7% may also
apply) and in the case of Czech Holders who keep accounting books (in principle, all legal entities and certain
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individuals), any losses will generally be tax deductible. By contrast, a loss realized by Czech Holders who are
individuals (otherthanthose mentioned in the preceding sentence) is generally non-deductible, except where such
losses are compensated by taxable gains on sales of certain other securities and the income fromthe sale of the Notes is
notexempt fromtax. Inthe case of Czech Holders who are individuals, any gain derived fromthe sale of the Notes is
exempt from Czech personalincome taxif the holding period ofthe Notes exceeds three years and the Notes have not
been held in connectionwith the business activities of the Czech Holders and, if so, the Notes will be sold after three
years following the termination of such business activities at the earliest. Furthermore, income fromthe sale of the
Notes realized by an individual is also exempt fromtaxation, if the annual (worldwide) income of that individual from
the sale of securities (including the Notes) does not exceed the amount of CZK 100,000.

Reporting Obligation

A Noteholder (Czech and Non-Czech) who is an individual may be obliged to report to the Czech tax
authority any income earned in connection with the Notes (including interest income or income fromsale) if such
income is exempted from taxation in the Czech Republic and exceeds, in each individual cas e, CZK 5 million (the
“Reporting Obligation”). Although the Reporting Obligation is not imposed on certain tax exempt incomes that are
recorded in registers available to the Czech taxauthority, as specified by the taxauthority, as at the date of this Base
Prospectus, the taxexempt income earned in connection with the Notes has not been excluded fromthe Reporting
Obligation. Non-compliance with the Reporting Obligation may be penalized by a sanction of up to 15% of the gross
amount of the taxexempt income.

Taxed Notes

This sectiondescribes the taxtreatment of the Notes, which are not considered for Czech taxpurposes as
bonds (in Czech dluhopis) (“Taxed Notes”).

Subject to the specific terms and conditions setoutin the Pricing Supplement, certain Notes, including Index
Linked Redemption Notes, may be consideredas Taxed Notes andtherefore, subjectto taxation in the Czech Republic
as described below.

It is not possible to exclude that Czech corporate or personal income taxwill apply to Noteholders ’ income
fromthe Taxed Notes. In additionto the provisions of Czech taxation described in the sections above for Notes not
consideredas Taxed Notes, Czech withholdingtaxmay apply to the payment of interestin respect of the Taxed Notes.
The Issuer may be required to withhold taxat 15% (which may be decreased by an applicable double taxationtreaty) or
35% from payments of interest in respectofthe Taxed Notes. If the withholding taxdoes not apply, the Issuer may be
required to withhold taxsecurity at 10% fromthe gross amount of interest income payable to Non-Czech Holder. A
double taxation treaty may provide for protection fromthis taxsecurity.

Furthermore, ifthe withholding taxdoes not apply, theinterestincome on the Taxed Notes may be subject to
Czech corporate and personal income tax, as applicable, at the flat rates of 19% and 15%, respectively, payable on a
self-assessment basis (taxsecurity withheld, if any, would be credited against the declared tax liability).

Value Added Tax

There is no Czech value addedtaxpayable in respect of payments in consideration forthe issue of the Notes,
or in respect of the payment of interest or principal under the Notes, or in respect of the transfer of the Notes.

Other Taxes or Duties

No registration tax, capital tax, customs duty, transfer tax, stamp duty or any other similar taxor duty is
payable in the Czech Republic by a Non-Czech Holder or a Czech Holder in respect of or in connection with the
purchase, holding or disposition of the Notes, save for disposition in certain cases upon donation or inheritance.

Luxembourg Taxation

The following information is of a general nature only and is based on the laws presently in force in
Luxembourg, though itis not intended to be, nor should it be construed to be, legal or taxadvice. The information
contained within this sectionis limited to Luxembourg withholding taxissues and prospective investors in the Notes
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should therefore consult their own professional advisors as to the effects of state, local or foreign laws, including
Luxembourg tax law, to which they may be subject.

Please be aware that theresidence concept used under the respective headings below applies for Luxembourg
income taxassessment purposes only. Any reference in the present section to a withholding taxor a taxof a similar
nature, or to any other concepts, refers to Luxembourg tax law and/or concepts only.

Withholding Tax

Non-Resident Holders of Notes

Under Luxembourg general taxlaws currently in force, there is no withholding taxon payments of principal,
premium or interest made to non-residentholders of Notes, noron accrued but unpaid interest in respect of the Notes,
noris any Luxembourg withholding tax payable upon redemption or repurchase of the Notes held by non -resident
holders of Notes.

Resident Holders of Notes

Under Luxembourg general tax laws currently in force and subject to the law of December 23, 2005 as
amended (the “Relibi Law”) mentioned below, there is no withholding taxon payments of principal, premium or
interest made to Luxembourg residentholders of Notes, noron accrued but unpaid interest in respect of Notes, nor is
any Luxembourg withholding tax payable upon redemption or repurchase of Notes held by Luxembourg resident
holders of Notes.

Underthe Relibi Law payments of interestor similar income made orascribed by a paying agent established
in Luxembourg to an individual beneficial ownerwho is aresidentof Luxembourg will be subject to a withholding tax
of 20%. Such withholding taxwill be in full discharge of income tax if the beneficial owner is an individual acting in
the course ofthe management of his/her private wealth. Responsibility for the withholding of the tax will be assumed
by the Luxembourg paying agent. Payments of interestunder the Notes coming within the scope of the Relibi Law will
be subject to a withholding taxat a rate of 20%.

FATCA Disclosure

Foreign Account Tax Compliance Act

Pursuant to certain provisions of the U.S. Internal Revenue Code of 1986, commonly known as FATCA, a
"foreign financial institution™ (as defined by FATCA) may be required to withhold on certain payments it makes
("foreign passthru payments") to persons that fail to meet certain certification, reporting or related requirements. The
Issuer may be a foreign financial institution for these purposes. A number of jurisdictions (including the Czech
Republic) have enteredinto, or have agreed in substance to, intergovernmental agreements with the United States to
implement FATCA ("IGAs"), which modify the way in which FATCA applies in their jurisdictions. Under the
provisions of IGASs as currently in effect, a foreign financial institution in an 1GA jurisdiction would generally not be
required to withhold under FATCA oran IGA from paymentsthat it makes. Certain aspects of the application of the
FATCA provisionsand IGAs to instruments such as Notes, including whether withholding would ever be required
pursuant to FATCA or an IGA with respect to payments on instruments such as Notes, are uncertain and may be
subjecttochange. Even ifwithholdingwould be required pursuant to FATCA oran IGA with respect to payments on
instruments suchas Notes, suchwithholdingwould notapply priorto January 1, 2019 and Notes characterised as debt
(or which are not otherwise characterised as equity and havea fixed term) for U.S. federaltax purposesthat are issued
on or prior to the date that is sixmonths after the date on which final regulations defining foreign passthru payments are
published in the U.S. Federal Register generally would be grandfathered for purposes of FATCA withholding unless
materially modified aftersuch date. However, ifadditional Notes (asdescribed under "Terms and Conditions of the
Notes— Further Issues") that are notdistinguishable frompreviously issued Notes are issued after the expiration of the
grandfathering period and are subject to withholding under FATCA, then withholding agents may treat all Notes,
including the Notes offered prior to the expiration of the grandfathering period, as subject to with holding under
FATCA. Holders should consult their own taxadvisers regarding how these rules may apply to their investment in
Notes. In the event any withholdingwould be required pursuantto FATCA oran IGA with respectto payments on the
Notes, no person will be required to pay additional amounts as a result of the withholding.
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The Proposed Financial Transactions Tax (“FTT”)

On February 14, 2013, the E.U. Commission published a proposal (the “Commission’s Proposal”) for a
Directive fora common FTT in Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria, Portugal, Slovenia
and Slovakia (the “participating Member States”). However, Estonia has since stated that it will not participate.

The Commission’s Proposal has very broad scope and could, if introduced, apply to certain dealings in the
Notes (including secondary market transactions) in certain circumstances. The issuance and subscription of Notes
should, however, be exempt.

Underthe Commission’s Proposal the FTT could apply in certain circumstances to persons both within and
outsideofthe participating Member States. Generally, it would apply to certain dealings in Notes where at least one
party is a financial institution, and at least one party is established in a participating Member State. A financial
institution may be, orbe deemed to be, "established" in a participating Member State in a broad range of circumstances,
including (a) by transacting with a person established in a participating Member State or (b) where the financial
instrument which is subject to the dealings is issued in a participating Member State.

However, the FTT proposal remains subject to negotiation between participating Member States. It may
therefore be altered priorto any implementation, the timing of which remains unclear. Additional EU Member States
may decide to participate.

Prospective holders of Notes are advised to seek their own professional advice in relation to the FTT.
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SUBSCRIPTION AND SALE

The Dealers have, in a Programme Agreementdated April 21, 2017 (such Programme Agreementas modified
and/or supplemented and/or restated fromtime to time, the “Amended and Restated Programme Agreement”), agreed
with the Issuer a basis upon which they or any of them may from time to time agree to purchase Notes. Any such
agreement will extend to those matters stated under “Formofthe Notes”and “Terms and Conditions of the Notes”. In
the Amendedand Restated Programme Agreement, the Issuer hasagreed to reimburse the Dealers for certain of their
expenses in connectionwith the establishment and any future update of the Programme and the issue of Notes under the
Programme and to indemnify the Dealers against certain liabilities incurred by themin connection therewith.

United States

The Notes have not beenand will not be registered under the U.S. Securities Act and may not be offered or
sold within the United States orto, or for the account or benefit of, U.S. persons except in certain transactions exempt
fromthe registration requirements ofthe U.S. Securities Act. Terms used in this paragraph havethe meanings given to
themby Regulation S under the U.S. Securities Act.

The Notes are subject to U.S. taxlaw requirements and may not be offered, sold or delivered within the United
States or its possessions or to a United States person, except in certain transactions permitted by U.S. Treasury
regulations. Terms used in this paragraph have the meanings givento themby the U.S. Internal Revenue Code of 1986
and Treasury regulations promulgated thereunder. The applicable Final Terms (orapplicable Pricing Supplement in the
case of Exempt Notes) will identify whether TEFRA C rules or TEFRA D rules apply or whether TEFRA is not
applicable.

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be
required to represent and agree, that it will not offer, sellor deliver Notes (a) as part of their distribution at any time or
(b) otherwiseuntil 40 days afterthe completion of the distribution, as determined and certified by the relevant Dealer
or, in the case ofan issue of Notes on a syndicated basis, the relevant lead manager, of all Notes of the Tranche of
which such Notes are a part, within the United States or to, or for the account or benefit of, U.S. persons. Each Dealer
has furtheragreed, and each further Dealer appointed under the Programme will be required to agree, thatit will send to
each dealerto which it sells any Notes during the distribution compliance period a confirmationor other notice setting
forth the restrictions on offers and sales of the Notes within the United States or to, or for the account or benefit of, U.S.
persons. Terms used in this paragraph havethe meanings given to themby Regulation S underthe U.S. Securities Act.

Until 40 days afterthe commencementofthe offering of any Series of Notes, an offer or sale of such Notes
within the United States by any dealer (whether or not participating in the offering) may violate the registration
requirements ofthe U.S. Securities Act if such offer or sale is made otherwise than in accordance with an available
exemption fromregistration under the U.S. Securities Act.

Each issuance of Exempt Notes which are also IndexLinked Notes or Dual Currency Notes shall be subjectto
such additional U.S. selling restrictions as the Issuer and the relevant Dealer may agree as a term of the issuance and
purchase of such Notes, which additional selling restrictions shall be set out in the applicable Pricing Supplement.

The Czech Republic

The Base Prospectus has notbeenandwill not be approved by the Czech National Bank. No action has been
taken in the Czech Republic (including the obtaining of the Base Prospectus approval from the Czech National Bank
and the admission to trading on a regulated market (as defined in Section 55(1) of the Capital Market Act)) for the
purposes of any Notes to qualify as securities admitted to trading on the European regulated market within the meaning
of the Capital Market Act.

Each Dealer will be required not to offer or sellany Notes in the Czech Republic through a public offering (in
Czech verejnd nabidka), except if in compliance the Capital Market Act. Public offering means, under the Capital
Market Act, any communication toa broader circle of persons containing information on the securities being offered
and the terms under which they may acquire thesecurities and which are sufficientfor the investor to make a decision
to subscribe for, or purchase, such securities.
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Each Dealer will be required to represent and agree with the Issuer and each other Dealer that it has complied
with and will comply with all the requirements of the Capital Market Act and has not taken, and will not take, any
action which would result in the Notes being deemed to have been issued pursuant to Czech law or in the Czech
Republic, the issue ofthe Notes beingclassedas “accepting of deposits fromthe public” by the Issuer in the Czech
Republic under Section2(2) of Act ofthe Czech Republic No.21/1992 Coll., on Banks, as amended, (the “Banks Act”)
or requiring a permit, registration, filing or notification to the Czech National Bank (includingapproval to or passport
of this Base Prospectus and other thannotifications described under “General Information—Notification to the Czech
National Bank”) or other authorities in the Czech Republic in respect of the Notes in accordance with the Capital
Market Act, the Banks Act or the practice of the Czech National Bank.

Each Dealer will be required to represent and agree with the Issuer and each other Dealer that it has complied
with and will comply with all the laws of the Czech Republic applicable to the conduct of business in the Czech
Republic (including the laws applicable to the provision of investment services (within the meaning of the Capital
Market Act) in the Czech Republic) in respect of the Notes.

Each Dealer will be required to represent and agree with the Issuer and each other Dealer that no action has
been taken by it orwill be taken by it which would result in the issue of any Notes being considered an intention to
manage assets by acquiring funds fromthe public in the Czech Republic for the purposes of collective investment
pursuantto adefined investmentpolicy in favour ofthe investors under the Act of the Czech Republic No. 240/2013
Coll., on Management Companies and Investment Funds, (the “MCIFA”), which implements the Directive
2011/61/EU. Each Dealer will be required to represent and agree with the Issuerand each other Dealer that any issue,
offer or sale of any Notes by it has been or will be carried out in strict compliance with the MCIFA.

Prohibition of sales to EEA Retail Investors

From January 1, 2018, unlessthe Final Terms in respect of any Notes (or Pricing Supplement, in the case of
Exempt Notes) specifies “Prohibition of Sales to EEA Retail Investors” as “Not Applicable”, each Dealer has
represented and agreed, and each further Dealer appointed under the Programme will be required to represent and
agree, that it has notoffered, sold or otherwise made available and will not offer, sell or otherwise make available any
Notes which are the subject of the offering contemplated by the Base Prospectus as completed by the Final Terms (or
Pricing Supplement, as the case may be) in relation theretoto any retail investor in the European Economic Area. For
the purposes of this provision:

@) the expression "retail investor" means a person who is one (or more) of the following:

(i) a retail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as amended,
"MIFID II'); or

(i) a customer within the meaning of Directive 2002/92/EC (as amended, the "Insurance
Mediation Directive"), where that customer would not qualify as a professional client as
defined in point (10) of Article 4(1) of MiFID II; or

(iii) not a qualified investor as defined in the Prospectus Directive; and

(b) the expressionan "offer" includes the communication in any formand by any means of sufficient
information on the terms of the offer and the Notes to be offered so as to enable an investor to
decide to purchase or subscribe the Notes.

Prior to January 1, 2018, and fromthat date if the Final Terms in respect of any Notes (or Pricing Supplement,
in the case of Exempt Notes) specifies “Prohibition of Sales to EEA Retail Investors” as “Not Applicable”, in relation
to each Member State of the European Economic Area which has implemented the Prospectus Directive (each, a
“Relevant Member State”), each Dealer has represented and agreed, and each further Dealer appointed under the
Programme will be required to represent and agree, that with effect from and including the date on which the
Prospectus Directive is implemented in thatRelevant Member State (the “Relevant Implementation Date”) it has not
made and will not make an offer of Notes which are the subject of the offering contemplated by this Base Prospectus as
completed by theFinal Terms in relation theretoto thepublic in that Relevant Member State except that it may, with
effect fromand including the Relevant Implementation Date, make an offer of such Notes to the public in that Relevant
Member State:
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(@) at any time to any legal entity which is a qualified investor as defined in the Prospectus Directive;

(b) at any time to fewer than 150 natural or legal persons (other than qualified investors as defined in the
Prospectus Directive) subject to obtaining the prior consent of the relevant Dealer or Dealers nominated by the
Issuer for any such offer; or

(©) at any time in any other circumstances falling within Article 3(2) of the Prospectus Directive,

provided thatno such offer of Notes referred to in (a) to (c) above shall require the Issuer or any Dealer to
publish a prospectus pursuantto Article 3ofthe Prospectus Directive, or supplement a prospectus pursuant to Article
16 of the Prospectus Directive.

Forthe purposes of this provision, the expression an “offer of Notesto the public” in relation to any Notes in
any Relevant Member State means the communication in any formand by any means of sufficient information on the
terms of the offerand the Notes to be offeredsoas to enable an investor to decideto purchase or subscribe the Notes,
as the same may be varied in that Member State by any measure implementingthe Prospectus Directivein that Member
State, the expression “Prospectus Directive” means Directive 2003/71/EC (as amended, including by Directive
2010/73/EV), and includes any relevant implementing measure in the Relevant Member State.

United Kingdom

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be
required to represent and agree, that:

@) in relation to any Notes which have a maturity of lessthanoneyear, (i) it is a person whose ordinary activities
involve it in acquiring, holding, managing or disposing of investments (as principal oragent) forthe purposes
of its business and (ii) it has not offered or sold and will not offer or sell any Notes other than to persons
whose ordinary activities involve them in acquiring, holding, managing or disposing of investments (as
principal oras agent) for the purposes of their businesses orwho it is reasonable to expect will acquire, hold,
manage or dispose of investments (as principal oragent) forthe purposes of their businesses where the issue
of the Notes would otherwise constitute a contravention of Section 19 of the FSMA by the Issuer;

(b) it has only communicated or caused to be communicated and will only communicate or cause to be
communicated an invitation or inducement toengage in investment activity (within the meaning of Section 21
of the FSMA) received by it in connection with the issue or sale of any Notes in circumstances in which
Section 21(1) of the FSMA does not apply to the Issuer; and

(©) it has complied and will comply with all applicable provisions of the FSMA with respectto anything done by
it in relation to any Notes in, from or otherwise involving the United Kingdom.

Japan

The Notes have not been and will not be registered under the Financial Instruments and Exchange Act of
Japan (ActNo.250f 1948, as amended;the “FIEA”) and each Dealer has represented and agreed, and each further
Dealerappointed under the Programme will be required to representand agree, that it will not offer or sell any Notes,
directly orindirectly, in Japan orto, or for the benefit of, any resident of Japan (as defined under Iltem5, Paragraph 1,
Avrticle 6 of the Foreign Exchange and Foreign Trade Act (Act No. 228 of 1949 as amended)), or to others for re -
offering orresale, directly or indirectly, in Japan orto, or forthe benefit of, aresident of Japan, except pursuant to an
exemption from the registration requirements of, and otherwise in compliancewith, the FIEA and any other applicable
laws, regulations and ministerial guidelines of Japan.

General

Each Dealer has agreed and each further Dealer appointed under the Programme will be required to agree that
it will not directly or indirectly offer or sell any Notes or have in its possession, distribute or publish any offering
circular, prospectus, formofapplication, advertisementor other document or information in any country or jurisdiction
exceptunder circumstances thatwill, to the bestof its knowledge and belief, result in compliance with any applicable
laws and regulations and neither the Issuer nor any of the other Dealers shall have any responsibility therefor.
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None ofthe Issuerandthe Dealers represents that Notes may at any time lawfully be sold in compliance with
any applicable registration or other requirements in any jurisdiction, or pursuantto any exemption available thereunder,
or assumes any responsibility for facilitating such sale.
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GENERAL INFORMATION

Authorization

The establishmentofthe Programme and theissueof Notes have been duly authorized by resolutions of the
Board of Directors of the Issuer dated May 28, 2007, February 14, 2011 and April 10, 2012 and resolutions of the
Supervisory Board ofthe Issuer dated June 28, 2007 and February 24, 2011 (see also “Overview of the Programme —
Programme Size”).

Listing, Approval and Admission to Trading of Notes

Applicationhas been made to the CSSFto approve this documentas a base prospectus. Application has also
been made to the Luxembourg Stock Exchange for Notes issued under the Programme to be admitted to trading on the
Luxembourg Stock Exchange’s regulated market and to be listed on the Official List of the Luxembourg Stock
Exchange. The Luxembourg Stock Exchange’s regulated market is a regulated market for the purposes of the Markets
in Financial Instruments Directive (Directive 2004/39/EC).

Notification to the Czech National Bank

Pursuant to Section 8a of Czech Act No. 15/1998 Coll., on Capital Markets Supervision, as amended, the
issuanceofeach Series and/or Tranche of the Notes mustbe notified to the Czech National Bank no later than on the
date ofissue ofthe relevant Notes setting out the place of issueandamountof relevant Series or Trancheand the form,
yield and maturity of the relevant Notes.

Documents Available

Forthe period of 12 months following the date of this Base Prospectus, copies of the following documents
will, when published, be available for inspection fromthe registered office ofthe Issuerand from the specified offices
of the Paying Agents for the time being in London and Luxembourg:

@) the Articles of Association (with an English translation thereof) of the Issuer;

(b) the consolidated audited financial statements of the CEZ Group in respect of the financial years ended
December 31, 2015 and December 31, 2016 and the non-consolidated financial statements of the Issuer in
respect of thefinancial yearended December 31, 2016. We currently prepare audited consolidated and non-
consolidated accounts on an annual basis;

(c) the most recently published audited annual consolidated financial statements of the CEZ Group and audited
annual non-consolidated financial statements of the Issuer and the most recently published unaudited
consolidated interimfinancial statements (ifany) of the CEZ Group and unaudited non-consolidated interim
financial statements (ifany) ofthe Issuer (with an English translation thereof), in each case together with any
audit orreview reports prepared in connectiontherewith. We currently prepare unaudited consolidated and
non-consolidated interimaccounts on a quarterly basis;

()] the Amendedand Restated Agency Agreementandthe Deed of Covenant, including the forms of the Global
Notes, the Notes in definitive form, the Receipts, the Coupons and the Talons;

(e) a copy of this Base Prospectus;
® the Previous Terms and Conditions; and
()] any future offering circular, prospectuses, information memoranda, supplements to this Base Prospectus, Final

Terms and Pricing Supplements (in the case of Exempt Notes) (save that Pricing Supplements will only be
available forinspectionby a holder of such Notes and such holder mustproduce evidence satisfactory to the
Issuer and the Paying Agent as to its identity and holding of such Notes) and any other documents
incorporated herein or therein by reference.

Clearing Systems
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The Notes have beenaccepted for clearance through Euroclear and Clearstream, Luxembourg (which are the
entities in charge of keeping the records). The appropriate Common Code and ISIN for each Tranche of Notes allocated
by Euroclearand Clearstream, Luxembourg will be specified in the applicable Final Terms (or Pricing Supplement, in
the case of BEXempt Notes). Ifthe Notes are to clear throughan additional or alternative clearing systemthe appropriate
information will be specified in the applicable Final Terms or Pricing Supplement.

The address of Euroclear is Euroclear Bank SA/NV, 1 Boulevard du Roi Albert 11, B-1210 Brussels and the
address of Clearstream, Luxembourg is Clearstream Banking, 42 Avenue JF Kennedy, L-1855 Luxembourg.

Conditions for Determining Price

The price and amountof Notesto be issued underthe Programme will be determined by the Issuer and each
relevant Dealer at the time of issue in accordance with prevailing market conditions.

Significant Change or Material Adwerse Change

There has been nosignificant change in the financial or trading position of the Issuer or the Issuer and its
subsidiaries since December 31, 2016 and there has been no material adverse change in the financial position or
prospects of the Issuer and its subsidiaries since December 31, 2016.

As of the date of this Base Prospectus, there are no recent events particular to the Issuer which are to a
material extent relevant to the evaluation of its solvency.

Litigation

Except as described on pages 147 — 154 underthe heading “Legal Proceedings” neither the Issuer nor any of
its subsidiaries is or has been involved in any governmental, legal or arbitration proceedings (including any such
proceedings whichare pending orthreatened of which the Issuer is aware) in the 12 months preceding the date of this
Base Prospectus whichmay have or have in suchperiod had a significant effecton the financial position or profitability
of the Issuer or any of its subsidiaries.

Auditors

The auditorsofthe Issuerare Ernst & Young Audit, s.r.o.,a member of the Chamber of Auditors of the Czech
Republic, who have audited the Issuer’s consolidated as well as non-consolidated financial statements, without
qualification, in accordance with International Standards on Auditing for each of the two financial years ended on
December 31, 2015 and December 31, 2016, respectively. The auditors of the Issuer have no material interest in the
Issuer.

Post-Issuance Information

The Issuerdoes not intendto provideany post-issuance information, except if required by any applicable laws
or regulations.

Yield

In relation to any Tranche of Fixed Rate Notes, an indication of the yield in respect of such Notes will be
specified in the applicable Final Terms. The yield is calculated at the Issue Date of the Notes on the basis of the
relevant IssuePrice. The yield indicated will be calculated as the yield to maturity as at the Issue Date ofthe Notes and
will not be an indication of future yield.

Dealers Transacting with the Issuer

Certain of the Dealers and their affiliates have engaged, and may in the future engage, in investment banking
and/orcommercial banking transactions with, and may performservicesto the Issuer and its affiliates in the ordinary
course of business.
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