Comments on some of the issues that will result from this step:





Is not CEZ going to regard the Slovakian distribution companies only as an outlet for marketing its capacities?





The essential priority of CEZ is to enlarge its business portfolio by adding less risky activities into it, and by using synergetic effects which are evoked by this connection. CEZ regards this deal only as an entrepreneurial opportunity which should not be cast aside. However, we by no means take this step with the intention of securing market for the output of our power plants. CEZ is fully aware of the fact that the Slovakian Government would never support any transfer of customers from Slovakian procurers to CEZ.  This is what makes it possible for CEZ to declare, even at this stage, that it will be also interested in acquiring the shares of the largest Slovakian electricity procurer -  Slovenske elektrarny, whose privatisation has already been mentioned above.





Why does CEZ want to buy the shares of all three Slovakian distribution companies?





Our interest in Slovakian distribution companies is motivated by our effort to maintain the appropriate size of the entity, which would enable synergetic effects and at the same time an efficient management of the company. A large entity makes it possible to minimise costs per unit by buying in bulk. However, CEZ is also prepared to participate in the privatisation process of only two or even a single distribution company, as all this will depend on the decision of the Slovakian Government.





Did you discuss this step with potential new owners of CEZ?





The privatisation process did not make CEZ stop its activities and development. We understand that this step involves a crucial strategic decision. However, we are quite certain that our strategic partner will welcome this activity. CEZ has so far only expressed its interest in the equity, which does not mean any significant costs for the company (of course it is not possible to make the final decision whether to take part in the tender or not, until the Slovakian State Property Fund defines and publicises the conditions of the tender). Taking into consideration the planned schedule for the process of selling the equity of CEZ + 6 Czech REAS, we estimate that the new majority owner of CEZ shares will already be able to take part in the decision making concerning the participation of CEZ in the tender for the equity of Slovakian REAS, or at least in the final stage during which the offers will be prepared and the final decision about the considered acquisition will be made.  All of the aforementioned steps may only take place, if the Slovakian State Property Fund will invite CEZ to take part in the next stages of the privatisation process, of course.





Did you discuss this issue with the State Property Fund? Who decided to take the step?





This decision was made by CEZ Executive Board and was duly submitted to CEZ Supervisory Board, whose members also include the representatives of the State Property Fund and some other relevant ministries.








Where will you obtain the necessary funds?





The last year was a milestone in the history of CEZ, because after many years of extensive investment the company finally began to make financial profit. In addition to the modernisation programme in Dukovany Nuclear Power Plant, CEZ does not plan any major investments. CEZ consequently has funds for further development, and it is only logical to invest into a field in which it has quite a substantial expertise – i.e. into power industry. Another important objective for CEZ is to diversify its business activities with regard to potential risk, because electricity production is rather risky entrepreneurial activity, whereas regulated distribution involves much smaller risk.  Such a diversification of activities is especially desirable for a company that plans in long term, and consequently has to take into account potential economic fluctuations.








What benefit can you bring to the companies, when you have no experience with distribution?





See the above-mentioned arguments. The ultimate goal is diversification, which will bring benefits for both partners.


Slovakian distribution companies have sufficient expertise. They will profit from the subsequent synergetic effects.








Do you think you can succeed among foreign competitors. What do you regard as your advantages?





CEZ assumes that its activities in the Slovakian distribution companies ZSE, SSE and VSE will be based on the fact that both national economies have similar objectives, and that the company will also be able to use the long-term super-standard co-operation between the two countries in the area of power industry. History has already shown that we are able to co-operate and that the co-operation is beneficial for both partners. We can also profit from the fact that there is no language barrier.





Don’t you feel handicapped by the fact that the Slovakian Government does not know who will operate the distribution company if you win the tender, because you are just being privatised?





It would probably be easier if the new majority owner of CEZ shares were already chosen and could actively participate in this operation. On the other hand, all competitors in the currently held tender for the shares of CEZ + 6 REAS are such renowned companies that the Slovakia State Property Fund may be sure of steady background for the Slovakian REAS regardless of which strategic partner of CEZ the Czech Government finally chooses. Apart from this, the new majority owner of CEZ shares will most definitely have already been chosen by the time the Slovakian Government carries out its final selection of a new owner of the 49% shares of the Slovakian REAS. 











CEZ is a state-owned enterprise, so what privatisation do you talk about?





CEZ is not a state-owned enterprise, more than 25 % of its shares are held by foreign investors. The management of CEZ operation is subject to Commercial Code, not to the State Enterprise Act.





Would it not be possible for CEZ to reduce its domestic profits and decrease the price of electricity at last? Why should Czech citizens, whose electricity bill is getting bigger every year, subsidise, through CEZ, the development of Slovakian distribution companies?  





Ever since 1992, CEZ has been selling electricity to distribution companies for the same price, and therefore has never given any impulse for increasing the retail prices of electricity. If we take into account the inflation over this period, then our prices have decreased approx. by half in real terms. There is no other Czech company which sells its products for such low prices. 


By the implementation of cost-cutting and rationalising measures CEZ will be able to provide its consumers with even cheaper electricity next year. Its new offer of „rainbow electricity“ is less expensive than its electricity supply provided this year. CEZ estimates that the new prices will be approx. 5% cheaper than they were this year. CEZ has decided to prioritise domestic market, with the objective of securing the largest possible share of this market, and its economic result in the next year might consequently be close to zero.





From the next year on, CEZ will be able to operate on the newly opened Czech electricity market. The company will function as an electricity producer in a competitive environment and will not have any privileges. Its potential success depends only on its own abilities. CEZ believes that it well be able to retain its position of a major electricity procurer in the Czech market and maintain or even increase its 60% share of the market, thanks to its highly competitive product range. CEZ has been preparing for this situation for a long time. 





The internal funds that CEZ can use for this new acquisition are mostly generated by depreciation. The bookkeeping process classifies these as costs, but in reality they function as income. However, these funds only serve for the renewal and development of the company and a responsible company cannot use them for any other purpose. This would mean squandering our future funds.











