OFFERING MEMORANDUM

CEZ, a. s.
U.S.$1,000,000,000
consisting of
U.S.$700,000,000 4.250% Notes due 2022
U.S.$300,000,000 5.625% Notes due 2042

CEZ, a. s., incorporated as a joint-stock company under the laws of the Czech Republic (the “Issuer”), is offering
U.S.$700,000,000 4.250% notes due 2022 (the “2022 Notes™) and U.S.$300,000,000 5.625% notes due 2042 (the “2042 Notes” and,
together with the 2022 Notes, the “Notes”). The Issuer will pay interest on the Notes semi-annually in arrear on April 3 and October 3
of each year, commencing on October 3, 2012. The 2022 Notes will mature on April 3, 2022 and the 2042 Notes will mature on
April 3, 2042. The Notes will be unsecured and will rank equally in right of payment with the Issuer’s other unsecured and
unsubordinated indebtedness.

The Issuer may redeem the Notes at 100% of their nominal amount plus accrued interest if certain tax events as described in
this offering memorandum occur. In addition, the Issuer may redeem the Notes in whole or in part at any time at a redemption price
equal to the nominal value of the Notes plus any applicable premium. Please see “Terms and Conditions of the 2022 Notes” and
“Terms and Conditions of the 2042 Notes.”

This offering memorandum constitutes a prospectus for the purpose of the Luxembourg law of July 10, 2005 on Prospectuses
for Securities (the “Prospectus Law”). Application has been made to the Commission de Surveillance du Secteur Financier (the
“CSSF™) in its capacity as competent authority under the Prospectus Law to approve this offering memorandum as a prospectus.
Application has also been made to list the Notes on the Official List of the Luxembourg Stock Exchange and to trade the Notes on the
regulated market of the Luxembourg Stock Exchange. In accordance with Article 7(7) of the Prospectus Law, the CSSF assumes no
responsibility regarding the economic and financial soundness of the offering of the Notes nor the quality or solvency of the Issuer.

Investing in the Notes involves risks. See “Risk Factors” beginning on page 16.

The Notes have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the “U.S. Securities
Act”), or under any U.S. state securities laws, and may not be offered or sold within the United States or to, or for the account or
benefit of, U.S. persons (as defined in Regulation S under the U.S. Securities Act (“Regulation S’)) except pursuant to an exemption
from, or in a transaction not subject to, the registration requirements of the U.S. Securities Act. The Notes are being offered and sold
within the United States only to “qualified institutional buyers” (as defined in, and in reliance on, Rule 144A under the U.S. Securities
Act (“Rule 144A4”)) and in offshore transactions outside the United States only to non-U.S. persons in reliance on Regulation S.
Prospective investors who are qualified institutional buyers are hereby notified that the Initial Purchasers (as defined in “Subscription
and Sale”) may be relying on the exemption from the provisions of Section 5 of the U.S. Securities Act provided by Rule 144A. Please
see “Subscription and Sale-Notices to Investors” and “Form of the Notes and Transfer Restrictions” for additional information about
eligible offerees and transfer restrictions.

Offering Price of the 2022 Notes: 99.300%, plus accrued interest, if any
Offering Price of the 2042 Notes: 99.669%, plus accrued interest, if any

Notes which are offered and sold in reliance on Regulation S will be represented by beneficial interest in one or more
permanent global notes (the “Unrestricted Global Notes™) in registered form, without interest coupons attached, which will be
registered in the name of Citivic Nominees Limited as nominee for, and shall be deposited on or about April 3, 2012 (the “Closing
Date”) with Citibank Europe PLC as common depository for, and in respect of interests held through Euroclear Bank S.A./N.V.
(“Euroclear”) and Clearstream Banking, société anonyme (“Clearstream, Luxembourg”). Notes which are offered and sold in reliance
on Rule 144A will be represented by beneficial interests in one or more permanent global notes (the “Restricted Global Notes” and,
together with the Unrestricted Global Notes, the “Global Notes™) in registered form, without interest coupons attached, which will be
deposited on or about the Closing Date with Citibank, N.A., as custodian for, and registered in the name of Cede & Co. as nominee for
The Depository Trust Company (“D7C”). Notes sold (i) in offshore transactions in reliance on Regulation S under the U.S. Securities
Act will be issued in denominations of U.S.$200,000 and integral multiples of U.S.$1,000 in excess thereof and (ii) to qualified
institutional buyers in reliance on Rule 144A will be issued in minimum denominations of U.S.$200,000 and integral multiples of
U.S.$1,000 in excess thereof. See “Terms and Conditions of the 2022 Notes—Form, Denomination and Title” and “Terms and
Conditions of the 2042 Notes.” Interests in the Restricted Global Note will be subject to certain restrictions on transfer. See “Form of’
the Notes and Transfer Restrictions.” Beneficial interests in the Global Notes will be shown on, and transfers thereof will be effected
only through, records maintained by DTC, Euroclear and Clearstream, Luxembourg and their participants. Except as described herein,
certificates for Notes will not be issued in exchange for beneficial interests in the Global Notes.

Global Coordinator and Joint Lead Manager
Citigroup
Joint Lead Managers and Bookrunners
Barclays Goldman Sachs International SOCIETE GENERALE
The date of this offering memorandum is March 27, 2012.
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IMPORTANT INFORMATION

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,

140 53 Prague 4, Czech Republic and its telephone number at that address is +420 211 041 111. In this offering
memorandum, references to “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.

You should rely only on the information contained or incorporated by reference into this offering
memorandum. The Issuer has not, and neither has any of Barclays Bank PLC, Citigroup Global Markets Inc.,
Goldman Sachs International or SG Americas Securities, LLC (collectively, the “Initial Purchasers”), authorized
anyone to provide you with different information. The Issuer is not, and the Initial Purchasers are not, making an
offer of the Notes in any jurisdiction where such offer is not permitted.

No person is authorized to give any information or make any representation not contained in this offering
memorandum in connection with the issue and offering of 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 Initial Purchasers or
any of their directors, affiliates, advisors or agents. You should not assume that the information contained in this
offering memorandum is accurate as of any date other than the date on the front of this offering memorandum. The
delivery of this offering memorandum does not imply that there has been no change in the Group’s business and
affairs since the date hereof or that the information herein is correct as of any time subsequent to its date.

The Issuer has prepared this offering memorandum solely for use in connection with the proposed offering
of the Notes and their listing on the Luxembourg Stock Exchange. The only persons authorized to use this offering
memorandum in connection with an offer of the Notes are the persons named in this offering circular as the Initial
Purchasers. This offering memorandum is personal to each offeree and does not constitute an offer to any other
person or to the public generally to subscribe for or otherwise acquire securities. Distribution of this offering
memorandum to any person other than the offeree and any person retained to advise such offeree with respect to
its purchase is unauthorized, and any disclosure of any of its contents, without the Issuer’s prior written consent, is
prohibited. By accepting delivery of this offering memorandum, you agree to the foregoing and to make no
photocopies of this offering memorandum or any documents referred to herein.

The Issuer reserves the right to withdraw this offering of the Notes at any time. The Issuer and the Initial
Purchasers reserve the right to reject any offer to purchase the Notes, in whole or in part, for any reason or for no
reason, and to allot to any prospective purchaser less than the full amount of the Notes sought by such purchaser.

The Initial Purchasers have not independently verified any of the information contained in this offering
memorandum (financial, legal or otherwise). No representation or warranty, express or implied, is made by the
Initial Purchasers or any of their directors, affiliates, advisors or agents with respect to the accuracy or
completeness of such information. Nothing contained in this offering memorandum is, is to be construed as, or
shall be relied upon as, a promise, warranty or representation, whether to the past or the future, by the Initial
Purchasers or any of their respective directors, affiliates, advisors or agents in any respect. The contents of this
offering memorandum are not, are not to be construed as, and should not be relied on as, legal, business or tax
advice and each prospective investor should consult its own legal and other advisors for any such advice relevant
to it. You agree to the foregoing by accepting this offering memorandum.

Except as provided below, the Issuer accepts responsibility for the information contained in this offering
memorandum. To the best of the Issuer’s knowledge and belief, having taken all reasonable care to ensure that
such is the case, the information contained in this offering memorandum is, to the best of its knowledge, in
accordance with the facts and does not omit anything likely to affect the import of such information. The
information contained under the heading “Exchange Rate Information” includes extracts from information and
data publicly released by official and other sources. While the Issuer accepts responsibility for accurately
summarizing the information concerning exchange rate information, the Issuer accepts no further responsibility in
respect of such information. The information set out in relation to sections of this offering memorandum
describing clearing arrangements, including the section entitled “Form of the Notes and Transfer Restrictions” is
subject to any change in or reinterpretation of the rules, regulations and procedures of DTC, Euroclear and
Clearstream, Luxembourg as currently in effect. While the Issuer accepts responsibility for accurately summarizing
the information concerning DTC, Euroclear and Clearstream, Luxembourg, the Issuer accepts no further
responsibility in respect of such information. In addition, this offering memorandum contains summaries believed
to be accurate with respect to certain documents, but reference is made to the actual documents for complete
information. All such summaries are qualified in their entirety by such reference. Copies of documents referred to
herein will be made available to prospective investors upon request to the Issuer.
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Neither this offering memorandum nor any other information supplied in connection with the Notes should
be considered as a recommendation by the Issuer or any of the Initial Purchasers that any recipient of this offering
memorandum or any other information supplied in connection with the Notes should purchase any Notes. Each
investor contemplating purchasing any Notes should make its own independent investigation and appraisal of the
Group’s financial condition and affairs and creditworthiness.

By receiving this offering memorandum, you acknowledge that you have had an opportunity to request
from the Issuer for review, and that you have received, all additional information you deem necessary to verify the
accuracy and completeness of the information contained in this offering memorandum. You also acknowledge that
you have not relied on the Initial Purchasers in connection with your investigation of the accuracy of this
information or your decision whether to invest in the Notes.

Neither the Issuer nor the Initial Purchasers nor any of the Issuer’s or their respective representatives are
making any representation to you regarding the legality of an investment in the Notes, and you should not construe
anything in this offering memorandum as legal, business or tax advice. You should consult your own advisors as to
the legal, tax, business, financial and related aspects of an investment in the Notes. You must comply with all laws
applicable in any jurisdiction in which you buy, offer or sell the Notes or possess or distribute this offering
memorandum, and you must obtain all applicable consents and approvals. Neither the Issuer nor the Initial
Purchasers shall have any responsibility for any of the foregoing legal requirements.

The Notes are subject to restrictions on offers, sales and transfers, which are described under “Form of the
Notes and Transfer Restrictions.” By possessing this offering memorandum or purchasing any Notes, you will be
deemed to have represented, warranted and agreed to all of the provisions contained in those sections of this
offering memorandum. You may not use any information in this offering memorandum for any purpose other than
considering an investment in the Notes. Any investor in the Notes should be able to bear the economic risk of an
investment in the Notes for an indefinite period of time.

THE NOTES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE U.S. SECURITIES AND
EXCHANGE COMMISSION (THE “U.S. SEC”) OR ANY STATE SECURITIES COMMISSION OR OTHER
REGULATORY AUTHORITY IN THE UNITED STATES, NOR HAVE ANY OF THE FOREGOING
AUTHORITIES PASSED UPON OR ENDORSED THE MERITS OF THE OFFERING OF THE NOTES OR
THE ACCURACY OR ADEQUACY OF THIS OFFERING MEMORANDUM. ANY REPRESENTATION TO
THE CONTRARY IS A CRIMINAL OFFENSE IN THE UNITED STATES.

This offering memorandum does not constitute an offer to sell or a solicitation of an offer to buy the Notes
by any person in any jurisdiction where it is unlawful to make such an offer or solicitation. The distribution of this
offering memorandum and the offer or sale of the Notes in certain jurisdictions is restricted by law. This offering
memorandum may not be used for, or in connection with, and does not constitute, any offer to, or solicitation by,
anyone in any jurisdiction or under any circumstance in which such offer or solicitation is not authorized or is
unlawful. In particular, this offering memorandum does not constitute an offer of securities to the public in the
United Kingdom. No offering memorandum has been or will be approved in the United Kingdom in respect of the
Notes. Consequently, this offering memorandum is being distributed only to, and is directed at (a) persons who
have professional experience in matters relating to investments falling within article 19(1) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Financial Promotion Order”) or (b) high
net worth entities falling within article 49(2)(a) to (d) of the Financial Promotion Order, and other persons to
whom it may be lawfully communicated, falling within article 49(1) of the Financial Promotion Order (all such
persons together being referred to as “relevant persons”). Any person who is not a relevant person should not act
or rely on this offering memorandum or any of its contents. Persons into whose possession this offering
memorandum may come are required by the Issuer and the Initial Purchasers to inform themselves about and to
observe such restrictions. Further information with regard to restrictions on offers, sales and deliveries of the Notes
and the distribution of this offering memorandum and other offering material relating to the Notes is set out under
“Subscription and Sale” and “Form of the Notes and Transfer Restrictions.”

The issue of Notes under this offering memorandum will not be an “issue of bonds in the Czech Republic”
as defined in section 2(4) of the Czech Act No. 190/2004 Coll., on Bonds, as amended (the “Czech Bonds Act”)
and such issue of Notes will only be notified to the Czech National Bank (the “CNB”) as a foreign issue under
section 3(3) of the Czech Bonds Act, section 5 of Czech Act No. 219/1995 Coll., Foreign Exchange Act, as
amended and section 8a of Czech Decree No. 34/2003 Coll.

Each initial and subsequent purchaser of Notes will be deemed, by its acceptance or purchase thereof, to
have made certain acknowledgements, representations and agreements intended to restrict the resale or other
transfer of such Note, as described in this offering memorandum, and, in connection therewith, may be required to
provide confirmation of its compliance with such resale or other transfer restrictions in certain cases. Please see
“Subscription and Sale” and “Form of the Notes and Transfer Restrictions.”
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IN CONNECTION WITH THIS OFFERING, CITIGROUP GLOBAL MARKETS INC. (OR
PERSONS ACTING ON BEHALF OF CITIGROUP GLOBAL MARKETS INC.) (THE “STABILIZING
MANAGER”) ACTING FOR THE BENEFIT OF THE INITIAL PURCHASERS, MAY OVER-ALLOT OR
EFFECT TRANSACTIONS WITH A VIEW TO SUPPORTING THE MARKET PRICE OF THE NOTES
AT A LEVEL HIGHER THAN THAT WHICH MIGHT OTHERWISE PREVAIL. ANY STABILIZATION
ACTION MAY BEGIN ON OR AFTER THE DATE ON WHICH ADEQUATE PUBLIC DISCLOSURE
OF THE TERMS OF THE OFFERING IS MADE AND, IF BEGUN, MAY BE ENDED AT ANY TIME,
BUT IT MUST END NO LATER THAN THE EARLIER OF 30 DAYS AFTER THE ISSUE DATE OF
THE NOTES AND 60 DAYS AFTER THE DATE OF THE ALLOTMENT OF THE NOTES. ANY
STABILIZATION ACTIVITIES CONDUCTED BY THE STABILIZING MANAGER (OR PERSON(S)
ACTING ON BEHALF OF THE STABILIZING MANAGER) MUST BE CONDUCTED IN
ACCORDANCE WITH ALL APPLICABLE LAWS AND REGULATIONS.

TO ENSURE COMPLIANCE WITH INTERNAL REVENUE SERVICE CIRCULAR 230,
HOLDERS ARE HEREBY NOTIFIED THAT (A) ANY DISCUSSION OF FEDERAL TAX ISSUES IN
THIS OFFERING MEMORANDUM IS NOT INTENDED OR WRITTEN BY THE ISSUER TO BE
RELIED UPON, AND CANNOT BE RELIED UPON BY HOLDERS FOR THE PURPOSE OF AVOIDING
PENALTIES THAT MAY BE IMPOSED ON HOLDERS UNDER THE INTERNAL REVENUE CODE, (B)
SUCH DISCUSSION IS WRITTEN IN CONNECTION WITH THE PROMOTION OR MARKETING OF
THE TRANSACTIONS OR MATTERS ADDRESSED HEREIN, AND (C) HOLDERS SHOULD SEEK
ADVICE BASED ON THEIR PARTICULAR CIRCUMSTANCES FROM AN INDEPENDENT TAX
ADVISOR.

NOTICE TO PROSPECTIVE INVESTORS IN THE UNITED STATES

NEITHER THE U.S. SEC NOR ANY STATE SECURITIES COMMISSION HAS APPROVED OR
DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS OFFERING MEMORANDUM
IS TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENSE.

THE NOTES ARE SUBJECT TO RESTRICTIONS ON TRANSFERABILITY AND RESALE AND
MAY NOT BE TRANSFERRED OR RESOLD EXCEPT AS PERMITTED UNDER THE U.S.
SECURITIES ACT AND APPLICABLE STATE SECURITIES LAWS PURSUANT TO REGISTRATION
OR EXEMPTION THEREFROM. AS A PROSPECTIVE INVESTOR, YOU SHOULD BE AWARE THAT
YOU MAY BE REQUIRED TO BEAR THE FINANCIAL RISKS OF THIS INVESTMENT FOR AN
INDEFINITE PERIOD OF TIME. PLEASE REFER TO THE SECTIONS IN THIS OFFERING
MEMORANDUM ENTITLED “SUBSCRIPTION AND SALE” AND “FORM OF THE NOTES AND
TRANSFER RESTRICTIONS.”

NOTICE TO NEW HAMPSHIRE RESIDENTS ONLY

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR
LICENSE HAS BEEN FILED UNDER CHAPTER 421 B OF THE NEW HAMPSHIRE REVISED
STATUTES (“RSA”) WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY
IS EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW
HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF STATE THAT ANY DOCUMENT
FILED UNDER RSA 421 B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH
FACT NOR THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY
OR TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON
THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY
PERSON, SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE,
TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION
INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.

CERTAIN DEFINITIONS

Please see “Annex A—Glossary of Terms and Definitions” for the meaning of certain terms and definitions
used in this offering memorandum.
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SERVICE OF PROCESS AND ENFORCEMENT OF JUDGMENTS

The Issuer is a joint stock company organized under the laws of the Czech Republic and a substantial
portion of its assets are located in the Czech Republic. The Issuer’s directors, officers and other executives are
neither residents nor citizens of the United States or the United Kingdom as of the date of this offering
memorandum. Furthermore, all of the Issuer’s assets are located outside the United States and the United
Kingdom. As a result, it may not be possible (a) to effect service of process upon the Issuer or any such person in
the United States or the United Kingdom or any other jurisdiction outside the Czech Republic, (b) to enforce
against any of them, in courts of jurisdictions other than the Czech Republic, judgments obtained in such courts
that are predicated upon the laws of such other jurisdictions or (c) to enforce against any of them, in Czech courts,
judgments obtained in jurisdictions other than the Czech Republic, including judgments obtained on the Fiscal
Agency Agreements and Deeds of Covenant in the courts of England and judgments obtained in the United States
predicated upon the civil liability provisions of the federal securities laws of the United States.

The Notes, the Fiscal Agency Agreements and Deeds of Covenant are governed by English law and the
Issuer has agreed in the Notes, the Fiscal Agency Agreements and Deeds of Covenant that disputes arising
thereunder are subject to the jurisdiction of the English courts. Please see “Terms and Conditions of the 2022
Notes—Governing Law and Submission to Jurisdiction” and “Terms and Conditions of the 2042 Notes.”
Judgments rendered by English courts in civil and commercial matters will be recognized and enforced by Czech
courts, subject to EC Regulation No. 44/2001 of December 22, 2000, on jurisdiction, recognition and enforcement
of court judgments in civil and commercial matters, which is directly applicable in the Czech Republic. Under EC
Regulation No. 44/2001, a decision issued by an English court may not be recognized and enforced by a Czech
court if, for example:

. such recognition is manifestly contrary to public policy in the Czech Republic;

. the defendant was not served with the document instituting proceedings in sufficient time and in such
a way as to enable the defendant to arrange for a defense;

. it is irreconcilable with a judgment given in a dispute between the same parties in the Czech Republic;
or

. it is irreconcilable with an earlier judgment given in another E.U. or non-E.U. country involving the
same cause of action and the same parties.

PRESENTATION OF FINANCIAL INFORMATION

The consolidated financial statements of the CEZ Group as of and for the years ended December 31, 2009,
2010 and 2011 have been audited by Ernst & Young Audit, s.r.o. and prepared in accordance with IFRS. The
audited consolidated financial statements of the CEZ Group as of and for the years ended December 31, 2009 and
2010, which are incorporated by reference into this offering memorandum, were approved by our General Meeting
on June 1, 2011 and June 29, 2010, respectively, and the audited consolidated financial statements of the CEZ
Group as of and for the year ended December 31, 2011, which are incorporated by reference into this offering
memorandum, were authorized for issue on February 27, 2012. With the exception of certain non-IFRS measures,
the financial information as of and for the years ended December 31, 2009, 2010 and 2011 included in this
offering memorandum has been derived from the audited consolidated financial statements of the CEZ Group as of
and for the years ended December 31, 2009, 2010 and 2011, which are incorporated by reference into this offering
memorandum (see “Annex B—Documents Incorporated by Reference”). The audited financial statements of CEZ,
a. s. for the year ended December 31, 2011 are incorporated by reference in this offering memorandum for
information purposes only (see “Annex B—Documents Incorporated by Reference”).

The consolidated financial statements of the CEZ Group as of and for the year ended December 31, 2010
were restated in 2011 to reflect the final accounting for our acquisition of Teplarna Trmice, a.s. in May 2010. The
consolidated financial statements of the CEZ Group as of and for the year ended December 31, 2010 were
prepared using provisional accounting for the acquisition, based on book values. In connection with the
preparation of the interim consolidated financial statements of the CEZ Group for the six months ended June 30,
2011, the final accounting for the acquisition was completed based on determined fair values of acquired
identifiable assets and liabilities as of the date of the acquisition. This final accounting indicated variations from
the initial accounting determined provisionally and used in the audited consolidated financial statements for the
year ended December 31, 2010. As a result, solely for purposes of the audited consolidated financial statements for
the year ended December 31, 2011, financial data for the 2010 comparison-year was restated to conform to the
definitive valuations of acquired assets and liabilities. The restated financial data for the 2010 comparison year
was audited in connection with the audit of the consolidated financial statements of the CEZ Group for the year



ended December 31, 2011. In “Management s Discussion and Analysis of Financial Condition and Results of
Operations,” as well as in certain other sections of this offering memorandum, the restated financial data for the
year ended December 31, 2010 is presented alongside financial data for the years ended December 31, 2009 and
2011 for comparison purposes only.

IFRS differs in certain important respects from generally accepted accounting principles in the United
States. In making an investment decision, you must rely on your own examination of our audited consolidated
financial statements and financial data included in this offering memorandum and you should consult your
professional advisors for an understanding of, among other things:

. the differences between IFRS and other systems of generally accepted accounting principles and how
those differences might affect the financial data included in this offering memorandum; and

. the impact that future additions to, or amendments of, IFRS principles may have on our results of
operations and financial condition, as well as on the comparability of prior periods.

The audited consolidated financial statements of the CEZ Group for the years ended December 31, 2009,
2010 and 2011 and the audited financial statements of CEZ, a. s. for the year ended December 31, 2011, which are
incorporated by reference into this offering memorandum, are not intended to comply with U.S. SEC reporting
requirements. Compliance with such requirements would require the modification or exclusion of certain
information presented in this offering memorandum and the presentation of certain other information not included
in this offering memorandum.

For the convenience of the reader, this offering memorandum contains translations of certain Czech crown
amounts into U.S. dollars at specified rates. Unless otherwise indicated, these translations are based on the Czech
National Bank rate on December 31, 2011 of CZK 19.94 per U.S$1.00. The Issuer makes no representation that
the Czech crown or U.S. dollar amounts shown in this offering memorandum could have been or could be
converted into U.S. dollars or Czech crowns, as the case may be, at such rate or at any other rate. Please see
“Exchange Rate Information.”

Information in this offering memorandum relating to the net debt, EBITDA or EBITDA margin of our
European peers (EdF, EdP, EnBW, Enel, E.ON, Fortum, Iberdrola, RWE and Verbund) has been derived from
information publicly disclosed by those companies. However, the Issuer has not independently verified such
information and cannot give any assurance as to the accuracy or completeness of such information.

Certain amounts and percentages which appear in this offering memorandum 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.

Non-IFRS Measures

In this offering memorandum, we present certain financial data and measures which are not calculated in
accordance with IFRS, such as “EBIT,” “EBITDA” and the related ratios. As presented herein:

. EBIT represents income before income taxes and other income/(expenses);

. EBITDA consists of income before income taxes and other income/(expenses) plus depreciation and
amortization;

. EBITDA Margin consists of income before income taxes and other income/(expenses) plus
depreciation and amortization, divided by total revenues, expressed as a percentage; and

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

EBIT, EBITDA, EBITDA Margin and Net Debt are supplemental measures of our performance and
liquidity that are not required by or presented in accordance with IFRS. Furthermore, EBIT, EBITDA, EBITDA
Margin and Net Debt should not be considered as an alternative to income after taxes, income before taxes or any
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.

The non-IFRS measures presented in this offering memorandum 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. These non-IFRS measures
and ratios 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
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or any other generally accepted accounting principles, or as alternatives to cash flow from operating, investing or
financing activities.

Our non-IFRS measures have limitations as analytical tools, and you should not consider them in isolation,
or as a substitute for analysis of our results as reported under IFRS as set out in our audited consolidated financial
statements and you should not place any undue reliance on our non-IFRS measures. Some of these limitations
related to non-IFRS measures are:

. they do not reflect our cash expenditures or future requirements for capital expenditures or contractual
commitments;

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

. they do not reflect the interest expense or cash requirements necessary to service interest or principal
payments on our debt;

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

. they are not adjusted for all non-cash income or expense items that are reflected in our statements of
cash flows;

. they do not reflect the impact of earnings or charges resulting from certain matters we consider not to
be indicative of our ongoing operations;

. assets are depreciated or amortized 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

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

Because of these limitations, our non-IFRS measures should not be considered as measures of discretionary
cash available to us to invest in the growth of our business or as measures of cash that 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 non-IFRS measures only as supplemental means for evaluating our performance. Please see
“Summary—Summary Financial and Other Information,” “Selected Financial Information,” “Management s
Discussion and Analysis of Financial Condition and Results of Operations,” and our audited consolidated financial
statements and the notes thereto, which are incorporated by reference into this offering memorandum.

AVAILABLE INFORMATION

The Issuer is not currently subject to the periodic reporting requirements under Sections 13 or 15 of the
United States Securities Exchange Act of 1934, as amended (the “U.S. Exchange Act”) and other information
requirements of the U.S. Exchange Act. To permit compliance with Rule 144A in connection with resales and
transfers of Notes, the Issuer has agreed that, for so long as any of the Notes are “restricted securities” within the
meaning of Rule 144(a)(3) under the U.S. Securities Act, it will provide to any holder or beneficial owner of such
restricted securities, or to any prospective purchaser of such restricted securities designated by a holder or
beneficial owner, upon the request of such holder, beneficial owner or prospective purchaser, the information
required to be provided by Rule 144A(d)(4) under the U.S. Securities Act, if at the time of such request it is not a
reporting company under Section 13 or Section 15(d) of the U.S. Exchange Act or exempt from reporting pursuant
to Rule 12g3-2(b) under the U.S. Exchange Act. Please see “Terms and Conditions of the 2022 Notes—Provision
of Information” and “Terms and Conditions of the 2042 Notes.”

For so long as the Notes are listed on the Luxembourg Stock Exchange and the rules of that exchange so
require, copies of the Issuer’s organizational documents, the Fiscal Agency Agreements relating to the Notes and
the most recent audited consolidated financial statements of the CEZ Group published by the Issuer may be
inspected and obtained at the office of the listing agent in Luxembourg. Please see “Listing and General
Information—Documents on Display.”
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FORWARD-LOOKING STATEMENTS

This offering memorandum includes forward-looking statements within the meaning of Section 27A of the
Securities Act and Section 21E of the U.S. Exchange Act; however, this offering memorandum is not entitled to
the benefit of the safe harbor created thereby. These forward-looking statements can be identified by the use of
forward-looking terminology, including the terms “believe,” “estimate,” “anticipate,” “expect,” “forecast,”
“foresee,” “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 that are not historical facts. Such forward-looking statements are necessarily
dependent on assumptions, data or methods that may be incorrect or imprecise and that may be incapable of being
realised. They appear in a number of places throughout this offering memorandum and include 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.

EEINT3 EEINT3

EEINT3 EEINT3 EEINT3

By their nature, 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 of the Group’s operations, including its financial condition and liquidity, and the development of the
Group’s industry may differ materially from those made in or suggested by the forward-looking statements
contained in this offering memorandum. 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 offering memorandum, those results or developments may not be indicative of results or
developments in subsequent periods. Factors that could cause these differences include, but are not limited to:

. a decrease in demand for electricity, including as a result of the continuation or deepening of the
global economic crisis;

. our strategy, outlook and growth prospects;

. our ability to expand our business and our generation capacity;

. fluctuations in electricity generated by our power plants;

. changes in government regulation and expectations as to future governmental policies and actions;

. unanticipated increases in fuel and other costs;

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

. any decision by the Czech Government to undertake a partial or full privatisation of CEZ, a. s.;

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

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

. other risks and factors discussed in this offering memorandum including under the heading “Risk
Factors;” and

. other factors that are unforeseen or beyond our control.

Although the Issuer believes the expectations 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,” “Management s Discussion and Analysis of Financial
Condition and Results of Operations,” “Regulation” and “Business” for a more complete discussion of the 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 offering
memorandum may not occur.

These forward looking statements speak only as of the date on which the statements were made. Except as
required by law or applicable stock exchange rules or regulations, the Issuer undertakes no obligation to update or
revise publicly any forward looking statement, whether as a result of new information, future events or otherwise.
All subsequent written and oral forward looking statements attributable to the Issuer or to persons acting on its
behalf are expressly qualified in their entirety by the cautionary statements referred to above and contained
elsewhere in this offering memorandum.
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HISTORICAL AND CURRENT MARKET AND INDUSTRY DATA

Certain information contained in this offering memorandum was derived from various public sources,
including information published by Bloomberg, the Czech National Bank, the Czech Statistical Office, the Czech
Energy Regulatory Office, the State Commission for Energy and Water Regulation in Bulgaria, the Romanian
Energy Regulatory Authority and the Albanian Electricity Regulation Authority. Where information has been
sourced from a 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 from information published by that third party) no facts have been
omitted which could render the reproduced information inaccurate or misleading.

The Issuer believes that the market and industry information contained in this offering memorandum
provides fair and adequate estimates of the size of the 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 independent expert, and the Issuer cannot give any assurance that a third party using different
methods to assemble, analyze 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 from sources believed to be reliable, but the accuracy and completeness of such information is not
guaranteed. The Issuer believes that these industry publications, surveys and forecasts are reliable but the Issuer
has not independently verified them and cannot guarantee their accuracy or completeness. Further, the information
presented in this offering memorandum has been derived from several 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 offering memorandum 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 data to the Czech Statistical Office and the Czech Energy Regulatory Office
for use in compiling national data on the energy sector. Unless otherwise indicated, all figures in this offering
memorandum presenting units of generation of electricity are gross (i.e., including the electricity consumed by the
power plants themselves).

TRADEMARKS AND TRADE NAMES

The Group owns or has rights to certain trademarks or trade names that the Group uses in conjunction with
the operation of its business. Each trademark, trade name or service mark of any other company appearing in this
offering memorandum is the property of its respective holder. Please see “Business—Intellectual Property.”
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SUMMARY

This summary highlights selected information about us and the offering of Notes contained in this offering
memorandum. This summary is not complete and does not contain all the information you should consider before
investing in the Notes. The following summary should be read in conjunction with, and the following summary is
qualified in its entirety by, the more detailed information included in this offering memorandum, including our
audited consolidated financial statements, which are incorporated by reference into this offering memorandum, as
of and for the years ended December 31, 2009, 2010 and 2011, together with the related notes therein. You should
carefully read the entire offering memorandum to understand our business, the nature and terms of the Notes and
the tax and other considerations which are important to your decision to invest in the Notes, including the risks
discussed under “Risk Factors.”

Overview

We are the largest electricity generation and distribution company and one of the largest companies in the
Czech Republic on the basis of our revenues and our total assets. In the years ended December 31, 2009, 2010 and
2011, we had revenues of CZK 196.4 billion, CZK 198.8 billion and CZK 209.8 billion, respectively, and net
income of CZK 51.9 billion, CZK 46.9 billion and CZK 40.8 billion, respectively. As of December 31, 2011, we
had total assets of CZK 598.1 billion. In the year ended December 31, 2011, we had an average of 31,805
employees.

Our core business is the generation, distribution and sale of electricity. According to data published by the
Czech Energy Regulatory Office, we accounted for approximately 72% of electricity generated, 63% of installed
electricity generation capacity, 61% of electricity distribution in terms of the number of connection points and 38%
of electricity sold to end-consumers in the Czech Republic in the year ended December 31, 2011. These activities
in the Czech Republic accounted for approximately 91% of our EBITDA for the same period. According to the
Czech Energy Regulatory Office, we are the largest producer of brown coal in the Czech Republic, accounting for
approximately 54% of the total volume of brown coal produced in the Czech Republic in 2011.

Our generation business owns and operates power plants primarily located in and connected to the
transmission system in the Czech Republic, which generate electricity predominantly from brown coal and nuclear
energy. We also own coal-fired power plants in Poland and Bulgaria and wind and hydro power plants in Romania.
Our distribution business delivers electricity from the transmission system to end-consumers in the Czech
Republic and, to a lesser extent, in Albania, 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 Albania,
Bulgaria and Romania. Our trading business purchases and sells electricity and energy commodities in the
wholesale market, 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; and the provision of ancillary services to transmission
system operators.

The table below sets forth certain information relating to our generation, distribution and sales businesses
for the year ended December 31, 2011.

As of and for the year ended December 31, 2011

Electricity Electricity
Electricity distributed to sold to
Installed capacity generated end-consumers end-consumers
MW) (%) (GWh) (%) (GWh) (%) (GWh) (%)
Central Europe:
Czech Republic ............ 12,813 84.8 63,321 91.5 32,613 60.8 21,969 513
Poland .....cccovveiininnne. 730 4.8 2,204 3.2 — — 95 0.2
Other ....ccooveerenvecnne — — — — — — 2,432 5.7
Total ..o 13,543 89.6 65,525 94.7 32,613 60.8 24,496 57.2
South East Europe:
Albania.........cccoeennene. — — — — 4,487 8.4 5,031 11.7
Bulgaria ......c.cocceeeeeene. 1,260 8.3 3,043 53 9,193 17.1 10,024 234
Romania ......c.coccceerveeee. 318 2.1 641 — 7,335 13.7 3,295 7.7
Total ..o 1,578 10.4 3,684 53 21,015 39.2 18,350 42.8
Total .........coccoevvinn. 15,121 100 69,209 100 53,628 100 42,846 100




The total installed capacity of our generation facilities is 15,121 MW, of which 84.7% is in the Czech
Republic, 8.3% is in Bulgaria, 4.8% is in Poland and 2.1% is in Romania. In the year ended December 31, 2011,
we generated 69,209 GWh of electricity, of which 91.5% was generated in the Czech Republic. In the same year,
55.3% of our total electricity generated was generated by our coal-fired power plants, 40.9% was generated by our
nuclear power plants and the remaining 3.8% was generated by our hydroelectric, solar and wind power plants.

We distributed electricity to more than 3.5 million connection points in the Czech Republic covering an
area of approximately 52.7 thousand square kilometers as of December 31, 2011, making us the largest of the three
regional distributors of electricity in the country. In the year ended December 31, 2011, we distributed a total of
53,626 GWh of electricity to end-consumers, 60.8% of which was distributed to 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 interests in the principal distribution company in Albania and in Bulgaria.

The Issuer 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, 2011, the Issuer’s
registered share capital was CZK 53,798,975,900 and it was 69.8% owned by the Czech Republic represented by
the Ministry of Finance and the Ministry of Labor and Social Affairs. The Issuer’s shares are listed on the Prague
Stock Exchange and the Warsaw Stock Exchange. The Issuer’s registered office is located at Duhova 2/1444, 140
53 Prague 4, Czech Republic, with telephone number +420 211 041 111.

Our Strengths
We benefit from the following key strengths:
. majority state-owned company, backed by a stable and open economy;
. strong market position in the Czech Republic;
. robust credit profile;
. highly integrated, large-scale domestic operations;
. stable domestic market without regulatory excesses seen in some other parts of Europe;
. proven corporate strategy; and
. strong presence in several international markets.
Our Strategy

Our principal objectives are to deliver sustainable growth and improved profitability from each of our
businesses. Our goals under our current strategic initiative are financial stabilization and consolidation of the CEZ
Group during a period of turbulent changes in the energy markets. To achieve these objectives we have the
following key strategies:

. further diversify our electricity generation portfolio, with a focus on nuclear power and renewable
energy;

. optimize production and secure consistent supply of fuel for our coal-fired power plants;
. build a stronger presence in the energy sector in the Czech Republic; and
. increase operational efficiencies and profitability.

Risk Factors

An investment in the Notes involves a high degree of risk. You should carefully consider the following
risks which could have a material adverse effect on our business, results of operations and financial condition,
together with other information provided to you in this offering memorandum, in deciding whether to invest in the
Notes.

Risks Related to Our Business and Operations

. Any reduction in demand for our electricity, heat, coal and gas as a result of poor economic
performance in Europe and the deepening of the sovereign debt crisis or otherwise.

. Changes in the European Union’s renewable energy policy and an accelerated market shift towards
renewable energy sources.




Political developments in the European Union and in other countries where we have or plan to have a
business presence.

The costs and risks associated with increasing our nuclear generation capacity.
Any decreases in the prices obtained for our electricity and heat.
Poor economic performance in the Czech Republic.

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

Default or delay by any of our counterparties (which include our partners, contractors, subcontractors
and suppliers) as well as by financial and insurance institutions.

We may not successfully implement our key strategies.

We may not successfully manage the risks associated with expanding our international operations and
integrating newly acquired subsidiaries and we may face significant risks and liabilities as a result of
such acquisitions.

The Czech national plan for investments in retrofitting and upgrading infrastructure and clean
technologies in the energy sector approved by the Czech government, under which emission
allowances are allocated to us at no cost, may not be approved by the European Commission.

We are exposed to changes in the way emission allowances are allocated, including the conditions
attaching to free allocations and the allocation of emission allowances after 2013, as well as volatility
in the market prices of emission allowances that we need to acquire.

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.

Changes in regulated tariffs.

Uncertain, unexpected or unlawful decisions of key regulatory or national administration executive
authorities.

We conduct our business in several different currencies and are exposed to foreign currency risks.
We could incur significant losses in the event of a nuclear accident.

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 ability to access credit and bond markets and our ability to raise additional financing is in part
dependent on our credit ratings.

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).

We could incur unforeseen taxes, tax penalties and sanctions.

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

We are exposed to financial risks and market volatility.
We are exposed to risks on the wholesale energy and CO, emission allowances markets.

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

Unexpected decisions of key regulatory or national administration executive authorities in Albania
threatens our business presence in the country.

Risks associated with the deliveries of coal from Czech Coal a.s.

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




Squeeze-out proceedings concerning former minority shareholders of companies we have acquired.
External financing may increase our interest expense.

Future privatization of CEZ, a. s. may result in a credit downgrade or may affect our ability to repay
debt.

Our failure to expand and diversify our non-nuclear generation capacity.
State support for certain power generation sources.
Political developments in the Czech Republic.

We may be required to pay significant penalties as a result of a pending E.U. anti-monopoly
investigation.

Changes in E.U or national requirements affecting liability for nuclear damage, insurance
requirements or decommissioning of nuclear power plants.

An increase in competition in the markets in which we operate.
Our equipment and components of our power plants are subject to gradual deterioration over time.

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

Disruptions in the supply of coal, nuclear fuel, gas or other raw materials, or an unexpected increase
in their cost.

Risks associated with deliveries of coal from Sokolovska uhelna.

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

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

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

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

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

Legal proceedings relating to the Temelin nuclear power plant.

Climatic conditions and seasonal variations that are not within our control.
An increase in the cost of disposing of radioactive waste.

A strike or other labor disruption at our facilities.

We have no control over the security and operational processes of the national registries for emission
allowances within Europe.

Our insurance coverage may not be adequate.

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

Electromagnetic fields may have an adverse impact on public health.

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

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

Our mining operations, reserves and resource estimates are disclosed on a different basis from filings
with the U.S. SEC that are made in accordance with U.S. SEC Industry Guide 7.




Risks Related to the Notes

. The negative pledge covenant in the Notes permits the Issuer and its Material Subsidiaries to incur
additional Indebtedness secured by Liens on Principal Property or enter into Sale and Lease-Back
Transactions. Your right to receive payments on the Notes therefore may be structurally subordinated
to other liabilities of the Issuer, its Material Subsidiaries and other of the Issuer’s subsidiaries.

. The Issuer’s financial performance and other factors could adversely impact its ability to make
payments on the Notes.

. There is no established trading market for the Notes. If a market for the Notes does not develop, your
ability to sell the Notes may be limited.

. The Notes may not be a suitable investment for all investors.
. The Issuer’s credit ratings may not reflect all risks of an investment in the Notes.

. The Notes will initially be held in book-entry form and therefore you must rely on the procedures of
the relevant clearing systems to exercise any rights and remedies.

. Transfers of the Notes are restricted, which may adversely affect their liquidity and the value of the
Notes.

. Czech insolvency laws to which the Issuer is subject may not be as favorable to the holders of the
Notes as U.S. or other insolvency laws.

. Investors may experience difficulties in enforcing foreign judgments under U.S. federal securities
laws.

. The Notes bear interest at a fixed rate and changes in market interest rate may affect the value of the
Notes.

. Investment laws and regulations may restrict certain investments.

. Certain modifications to the Notes may be made without your consent.

. E.U. Savings Directive.

. Changes of law in England and Wales may impact the rights of noteholders.
Recent Developments
Settlement Discussions in Albania

In March 2012, CEZ Shpérndarje Sh. A. notified the International Bank for Reconstruction and
Development (the “/BRD”) that, as a result of the detrimental regulatory conditions imposed by the Albanian
Electricity Regulation Authority, it is not able to generate sufficient revenues to cover its operating expenses. In
this regard, CEZ Shpérndarje Sh. A. also invited the IBRD to take steps to prevent the enforcement of a
€60 million guaranty provided by the IBRD. The guaranty was provided by the IBRD in favor of CEZ Shpérndarje
Sh. A. in connection with the 2009 acquisition by CEZ, a. s. of a 76% interest in CEZ Shpérndarje Sh. A. for
€102 million. The guaranty secures the payment of compensation by the Albanian Government of certain losses
incurred by CEZ Shpérndarje Sh. A. CEZ Shpérndarje Sh. A. may call the guaranty if, inter alia, the Albanian
Government fails to pay the amount agreed with the Albanian Government or determined in an arbitral award, or
CEZ Shpérndarje Sh. A. requests the conditional payments in accordance with conditions of the guaranty. At the
same time, CEZ Shpérndarje Sh. A. informed the Albanian Electricity Regulation Authority about its critical
financial situation resulting from the detrimental regulatory conditions in Albania.

CEZ Shpérndarje Sh. A. is continuing its negotiations with the Albanian Government with the intention of
reaching an amicable solution. However, we may claim against the Government of Albania, inter alia,
compensation for losses incurred by CEZ Shpérndarje Sh. A. Such claim is secured by the IBRD’s guaranty up to
the amount of €60 million. If we are unable to reach an acceptable solution following the settlement discussions or
if no remedies are available, CEZ Shpérndarje Sh. A. and consequently, CEZ, a. s., may incur further significant
losses and our investment in Albania may be threatened.

In the year ended December 31, 2011, CEZ Shpérndarje Sh. A. contributed CZK 0.8 billion, or 0.9%, of our
consolidated EBITDA and accounted for CZK 8.8 billion, or 1.5%, of our total consolidated assets as of
December 1,2011. CEZ, a. s. has guaranteed the performance of CEZ Shpérndarje Sh. A. under a €100 million
loan from the International Finance Corporation and the European Bank for Reconstruction and Development, of
which €35 million has been drawn as of the date of this offering memorandum. As of December 31, 2011, trade




receivables in the amount of CZK 0.5 billion were owed by CEZ Shpérndarje Sh. A. to other members of the CEZ
Group.

€40 million 20-year Bond Issue

In March 2012, CEZ, a. s. successfully priced a twenty-year registered bond issue
(Namensschuldverschreibung) under German law for the amount of €40 million. The coupon was set at 4.700%
per annum. The expected settlement date is April 2, 2012.

€100 million Loan Agreement with EIB

In February 2012, CEZ, a. s. signed the first tranche of a loan facility agreement amounting up to €100
million with the European Investment Bank to support financing of investments into reinforcement and
development of the distribution grid in the Czech Republic.

€40 million Loan Agreement with Goldman Sachs Bank USA

In January 2012, the Group concluded a bilateral loan facility agreement in the amount of €40 million with
Goldman Sachs Bank USA. The maturity of the loan facility is three years. The proceeds from the loan will be
used for general corporate purposes.

Repurchase of Notes under EMTN Program

In January 2012, CEZ, a. s. offered to purchase €500,000,000 5.125% notes dlvle 2012 issued under its
EMTN Program and €500,000,000 4.125% notes due 2013. As a result of this offer, CEZ, a. s. repurchased the
2012 notes in the nominal amount of €221,711,000 and the 2013 notes in the nominal amount of €127,800,000.




The Offering

The following is a brief summary of certain terms of the offering of the Notes. This summary must be read
as an introduction to this offering memorandum and any decision to invest in the Notes should be based on a
consideration of this offering memorandum as a whole. This summary may not contain all the information that is
important to you. For a detailed description of the Notes, please see “Terms and Conditions of the 2022 Notes”
and “Terms and Conditions of the 2042 Notes.” Words and expressions defined in “Terms and Conditions of the
2022 Notes” and “Terms and Conditions of the 2042 Notes” shall have the same meanings in this summary.

ISSUCT ...ooovviiiiiieiiceee e CEZ, a. s. was incorporated on May 6, 1992 as a joint stock
company under the laws of the Czech Republic with
identification number 45274649 and with its registered office at
Duhova 2/1444, 140 53 Prague 4, Czech Republic.

Securities Offered ...............cccoovveiiiiiiiene, U.S.$700,000,000 4.250% Notes due 2022.
U.S.$300,000,000 5.625% Notes due 2042.

Issue Price ........ccocoevvivieviiieiieiceeeeee e 2022 Notes: 99.300%, plus accrued interest, if any.
2042 Notes: 99.669%, plus accrued interest, if any.

Issue Date........cccooieiiiiiiiiiic, On or about April 3, 2012.

Maturity Dates.............cccooevieriniiieieeeeee The 2022 Notes will mature on April 3, 2022.
The 2042 Notes will mature on April 3, 2042.

Interest Rates...........cccooeeiiiiiiiiiiniieeen The 2022 Notes will bear interest from April 3, 2012 at the rate
of 4.250% per year.

The 2042 Notes will bear interest from April 3, 2012 at the rate
of 5.625% per year.

Interest Payment Dates.................c.cccooeveenrnnnenne. Interest will be payable semi-annually in arrear on April 3
and October 3 of each year, commencing on October 3, 2012.

{61119 ¢ 1[0, USRS U.S. dollars.
Yield ..o 2022 Notes: 4.337%.
2042 Notes: 5.648%.

Ranking ........ocoooooiiiiiiiiee The Notes constitute direct, general, unconditional,
unsubordinated and, subject to Condition 6 of the Terms and
Conditions (see “Terms and Conditions of the 2022 Notes—
Status of the Notes” and “Terms and Conditions of the 2042
Notes”) unsecured obligations of the Issuer. The Notes will at
all times rank pari passu among themselves and at least pari
passu in right of payment with all other present and future
unsecured obligations of the Issuer.

Form and Denomination ...................c......... Subject to as set out in “Terms and Conditions of the 2022
Notes” and “Terms and Conditions of the 2042 Notes,” title to
the Notes will pass upon registration of transfers in accordance
with the provisions of the Fiscal Agency Agreements. The
Issuer, the Fiscal Agent, the Registrar and any other agent
appointed under the Fiscal Agency Agreements will (except as
otherwise required by law or ordered by a court having
jurisdiction or an official authority) deem and treat the
registered holder of any Note 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) for all purposes but, in the case of any Global




Cross Default ........

Covenants and Negative Pledge........................

Withholding Taxes

Note, without prejudice to the provisions set out in the next
succeeding paragraph.

Notes which are offered and sold in reliance on Regulation S
will be represented by beneficial interests in the Unrestricted
Global Note in registered form, without interest coupons
attached, which will be registered in the name of Citivic
Nominees Limited as nominee for, and shall be deposited on or
about the Closing Date with Citibank Europe PLC as common
depository for and in respect of interests held through Euroclear
and Clearstream, Luxembourg. Notes which are offered and
sold in reliance on Rule 144A will be represented by beneficial
interests in the Restricted Global Note in registered form,
without interest coupons attached, which will be deposited on or
about the Closing Date with Citibank, N.A., as custodian for,
and registered in the name of Cede & Co. as nominee for DTC.
Notes sold (i) in offshore transactions in reliance on Regulation
S under the Securities Act will be issued in denominations of
U.S.$200,000 and integral multiples of U.S.$1,000 in excess
thereof and (ii) to qualified institutional buyers in reliance on
Rule 144A will be issued in minimum denominations of
U.S.$200,000 and integral multiples of U.S.$1,000 in excess
thereof. Please see “Terms and Conditions of the 2022 Notes—
Form, Denomination and Title” and “Terms and Conditions of
the 2042 Notes.”

Interests in the Restricted Global Note will be subject to certain
restrictions on transfer. Please see “Form of the Notes and
Transfer Restrictions.”

Beneficial interests in the Global Notes will be shown on, and
transfers thereof will be effected only through, records
maintained by DTC, Euroclear and Clearstream, Luxembourg
and their participants.

Except as described herein, certificates for Notes will not be
issued in exchange for beneficial interests in the Global Notes.

The Notes will have the benefit of a cross default provision as
described under “Terms and Conditions of the 2022 Notes—
Events of Default—Cross Default” and “Terms and Conditions
of the 2042 Notes.”

The Notes will have the benefit of certain covenants and a
negative pledge that, among other things, limit the ability of the
Issuer and, in certain circumstances, its Material Subsidiaries to
enter into certain sale and lease-back transactions, consolidate
or merge, or incur additional Indebtedness secured by liens on
Principal Property, subject to some exceptions. See “Terms and
Conditions of the 2022 Notes—Negative Pledge and Other
Covenants” and “Terms and Conditions of the 2042 Notes.”

All payments of principal and interest in respect of the Notes
made by or on behalf of the Issuer shall be made free and clear
of, and without withholding or deduction for or on account of,
any taxes, duties, assessments or governmental charges of
whatsoever nature imposed, levied, collected, withheld or
assessed by or within the Czech Republic, or any political
subdivision or any authority thereof or therein having power to




Optional Redemption ...,

Repurchase of Notes Upona ........................

Put Event

Tax Redemption

No Prior Market ..............coooevvviiiiiiiiiieeeeeinen.

Use of Proceeds

tax, unless such withholding or deduction is required by law. In
that event, the Issuer shall pay such additional amounts as will
result in the receipt by the Noteholders of such amounts as
would have been received by them if no such withholding or
deduction had been required, except that no such additional
amounts shall be payable in the circumstances described under
“Terms and Conditions of the 2022 Notes—Taxation” and
“Terms and Conditions of the 2042 Notes.”

Prior to the Maturity Date, the Issuer, at its option, may redeem
the 2022 Notes or the 2042 Notes, in whole or in part, at a
redemption price equal to the greater of (i) 100% of the nominal
amount of the Notes to be redeemed plus accrued and unpaid
interest thereon or (ii) the sum of the present values of the
remaining scheduled payments of principal of Notes to be
redeemed and interest thereon discounted to the date of
redemption of such Notes on a semi-annual basis at the treasury
rate plus 35 basis points, plus accrued and unpaid interest on
such Notes (or any portion thereof) being redeemed provided
that in the event that the Issuer redeems all or some only of the
Notes following the occurrence of a Put Event (as defined in
“Terms and Conditions of the 2022 Notes—Redemption and
Purchase—Redemption at the Option of the Noteholders
(Investor Put)”), such Notes shall be redeemed at 101% of the
aggregate principal amount of Notes repurchased, plus accrued
and unpaid interest, if any, on the Notes repurchased to but
excluding the date of redemption. Please see “Terms and
Conditions of the 2022 Notes—Redemption and Purchase—
Redemption at the Option of the Issuer (Issuer Call)” and
“Terms and Conditions of the 2042 Notes.”

Upon the occurrence of a Put Event (as defined in “Terms and
Conditions of the 2022 Notes—Redemption and Purchase—
Redemption at the Option of the Noteholders (Investor Put)”)
each holder will have a right to require the Issuer to make an
offer to purchase all outstanding Notes at a purchase price equal
to 101% of their aggregate principal amount plus accrued and
unpaid interest, if any, to the repurchase date. Please see “Terms
and Conditions of the 2022 Notes—Redemption and Purchase—
Redemption at the Option of the Noteholders (Investor Put)”
and “Terms and Conditions of the 2042 Notes.”

The Issuer may at its option redeem the Notes, in whole but not
in part, at a price equal to 100% of their principal amount plus
accrued and unpaid interest to (but excluding) the redemption
date, if the Issuer were to become obligated to pay certain
additional amounts (as described in “—Withholding Taxes”
above) as a result of certain changes in tax laws or certain other
circumstances, as described under “Terms and Conditions of the
2022 Notes—Redemption and Purchase—Redemption for Tax
Reasons” and “Terms and Conditions of the 2042 Notes.”

The Notes will be new securities for which there is currently no
market. Accordingly, the Issuer cannot assure you that a liquid
market for the Notes will develop or be maintained.

The Issuer intends to use the net proceeds of this offering for
general corporate purposes. Please see “Use of Proceeds.”




Ratings .......cocooviiiiiiiiiiece e

Further Issuances............c...ccooovveeevviiiiiieeceeneeens

Selling Restrictions ................ccccconvininnennn.

RisK Factors..........cccoovvvviiiiiiiiiiiiiiieiiies

Governing Law ..o,

LiSting.......coovviiviieiieeiieeeeeeee e

The Notes are expected to be rated A- by Standard & Poor’s
Credit Market Services Europe Limited and A2 by Moody’s
Investors Service Ltd. The Issuer is currently rated A- (stable
outlook) by Standard & Poor’s Credit Market Services Europe
Limited and A2 (stable outlook) by Moody’s Investors
Service Ltd.

A rating is not a recommendation to buy, sell or hold securities
and may be subject to suspension, change or withdrawal at any
time by the assigning rating agency. Neither the rating agency
nor the Issuer is obligated to provide the holder of Notes with any
notice of any suspension, change or withdrawal of any rating.

Standard & Poor’s Credit Market Services Europe Limited 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.
Moody’s Investors Service Ltd 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. This list is available on the
ESMA website (www.esma.europa.eu/page/list-registered-and-
certified-CRAs) (last updated January 6, 2012).

The Issuer may, at its option and without the consent of the then
existing holders of Notes, issue additional Notes in one or more
transactions after the date of this offering memorandum with
terms and conditions (other than the issuance date and the amount
and date of the first interest payment thereon and the issue price)
identical to the Notes. These additional notes will be deemed to
be part of the same series as the relevant Notes offered hereby
and will provide the holders of these additional Notes the right to
vote together with holders of the Notes issued hereby.

The offering and sale of Notes is subject to applicable laws and
regulations including, without limitation, those of the United
States, the United Kingdom and the Czech Republic. Please see
“Subscription and Sale.”

Investing in the Notes involves substantial risks. You should
carefully consider all of the information in this offering
memorandum and, in particular, you should evaluate the
specific risk factors set forth in “Risk Factors—Risks Related to
the Notes” before making a decision to invest in the Notes.

The Notes and any non-contractual obligation arising out of or
in connection therewith, will be governed by, and shall be
construed in accordance with, English law. See “Terms and
Conditions of the 2022 Notes—Governing Law and Submission
to Jurisdiction” and “Terms and Conditions of the 2042 Notes.”

Application has been made to list the Notes on the Official List
of the Luxembourg Stock Exchange and to trade the Notes on
the regulated market of the Luxembourg Stock Exchange.
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Security Codes..........ccoocveviieviienieeieenieeeeeens

Initial Purchasers .............cccccccoeeiiiiiiiniiiinnnn..

Fiscal Agent ...
Luxembourg Listing Agent .............c....cc..c.....

Registrar..........c.cccoooveviiniiiiiiceeeen

2022 Notes

Restricted Global Note
e ISIN: US157214AA57
¢ Common Code: 076402850
*  CUSIP: 157214 AA5

Unrestricted Global Note
. ISIN: XS0764313614
. Common Code: 076431361

2042 Notes
Restricted Global Note
e ISIN: US157214AB31
¢ Common Code: 076405093
*  CUSIP: 157214 AB3
Unrestricted Global Note
* ISIN: XS0764314695
e Common Code: 076431469

Barclays Bank PLC, Citigroup Global Markets Inc., Goldman
Sachs International and SG Americas Securities, LLC

Citibank, N.A., London Branch
Dexia Banque Internationale a Luxembourg

Citigroup Global Markets Deutschland AG
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Summary Financial and Other Information

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

With the exception of certain non-IFRS financial measures discussed in “Presentation of Financial
Information,” the financial information as of and for the years ended December 31, 2009, 2010 and 2011 included
in this offering memorandum has been derived from our audited consolidated financial statements as of and for the
years ended December 31, 2009, 2010 and 2011 prepared in accordance with IFRS, which are incorporated by
reference into this offering memorandum.

Our consolidated financial statements as of and for the year ended December 31, 2010 were restated in
2011 to reflect the final accounting for our acquisition of Teplarna Trmice, a.s. in May 2010. Our consolidated
financial statements as of and for the year ended December 31, 2010 were prepared using provisional accounting
for the acquisition, based on book values. In connection with the preparation of our interim consolidated financial
statements for the six months ended June 30, 2011, we completed the final accounting for the acquisition based on
determined fair values of acquired identifiable assets and liabilities as of the date of the acquisition. This final
accounting indicated variations from the initial accounting determined provisionally and used in the audited
consolidated financial statements for the year ended December 31, 2010. As a result, solely for purposes of the
audited consolidated financial statements for the year ended December 31, 2011, financial data for the 2010
comparison-year was restated to conform to the definitive valuations of acquired assets and liabilities. The restated
financial data for the 2010 comparison year was audited in connection with the audit of our consolidated financial
statements for the year ended December 31, 2011. In this section, as well as in other sections of this offering
memorandum, we present restated financial data for the year ended December 31, 2010 alongside financial data
for the years ended December 31, 2009 and 2011 for comparison purposes only.

For the convenience of the reader, this offering memorandum contains translations of certain Czech crown
amounts into U.S. dollars based on the Czech National Bank rate on December 31, 2011 of CZK 19.94 per
U.S§1.00.

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, 2009, 2010 and 2011, including the notes thereto,
which are incorporated by reference into this offering memorandum. Please also see “Presentation of Financial
Information,” “Risk Factors,” “Management s Discussion and Analysis of Financial Condition and Results of
Operations” and “Capitalization™ herein.

Income Statement Data

The following table sets forth summary consolidated income statement data of the CEZ Group for the years
ended December 31, 2009, 2010 (as originally reported, and as restated) and 2011.

For the year ended December 31,

2009 2010 2010 2011
(audited) (audited) (restated) (audited) 2011
(U.S.$ in
(CZK in millions) millions)
Revenues:
Sales Of eleCtriCILY ....vuvveveniieieiiieieieeeeeeee e 173,494 175,277 175,277 181,793 9,117
Gains and losses from electricity, coal and gas derivative
TrAdING, DT ....cveniiieiiietceicce e 6,894 5,392 5,392 5,843 293
Sales of gas, coal, heat and other revenues .................. 15,964 18,179 18,179 22,125 1,110
Operating expenses:
FUCL o (15,805) (16,946) (16,946) (17,145) (860)
Purchased power and related services............coceoveuenee. (48,170) (54,353) (54,353) (65,865) (3,303)
Repairs and maintenance...........coceoeevveeveeereeecnneneeennnn (6,043) (5,465) (5,465) (5,014) (251)
Depreciation and amortization . (22,876) (24,032) (24,060) (25,770) (1,292)
Salaries and WaZES.........coeirveueriirieieiieieieeeeeeeieieneas (18,116) (18,717) (18,717) (18,105) (908)
Materials and SUPPLES ........cccoeververiririeerinirceeeeeene (5,272) (4,844) (4,844) (5,478) (275)
Emission rights, net . 305 2,388 2,148 2,895 145
Other operating eXpenses. .........ccvvereeeeereerieresrereerenennes (12,176) (11,822) (11,823) (13,737) (689)
Income before other income (expenses) and
INCOME tAXES.......ovvieiiiiiiiicieec e 68,199 65,057 64,788 61,542 3,087
Other iNCOME (EXPENSES) ..vvevrververieriereierereeriereeierieeereeeens (3,253) (6,108) (6,108) (9,590) (481)
Income before income taxes ...............ccocooeveininennnn. 64,946 58,949 58,680 51,952 2,606
INCOME TAXES -.vvevveniieteieieeeieietet et (13,091) (11,791) (11,739) (11,199) (562)
Net iNCOME ... 51,855 47,158 46,941 40,753 2,044
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Balance Sheet Data

The following table sets forth summary consolidated balance sheet data of the CEZ Group as of December
31, 2009, 2010 (as originally reported, and as restated) and 2011.

As of December 31,

2009 2010 2010 2011
(audited) (audited) (restated)  (audited) 2011
(U.S.$ in
(CZK in millions) millions)
Assets:
Total property, plant and equipment ............ 328,805 361,066 362,510 386,863 19,401
Total other non-current assets ...................... 86,150 86,968 85,764 80,716 4,048
Total non-current assets ............cccceeeeveeennee.. 414,955 448,034 448,274 467,579 23,449
Total current assets ........c..coevveeeeveeeeveeeennen. 115,304 95,657 96,101 130,528 6,546
Total assets ............ccevvveeciieiieeieeie e 530,259 543,691 544,375 598,107 29,995
Equity and Liabilities:
Total equity attributable to equity
holders of the parent ..........cccceeveiennene 200,361 221,611 221,431 226,713 11,370
Total @qQUILY...c.eeveeereeeieeiee e 206,675 227,051 227,052 232,078 11,639
Total long-term liabilities..........cccccceveuennenne 177,181 198,061 198,061 223,691 11,218
Deferred tax liability ........cccoeeenieninienenen. 15,335 17,902 18,191 16,946 850
Total current liabilities ..........ccceevervrerveennnn 131,068 100,677 101,071 125,392 6,288
Total equity and liabilities ........................... 530,259 543,691 544,375 598,107 29,995

Statement of Cash Flow Data

The following table sets forth summary consolidated cash flow statement data of the CEZ Group for the
years ended December 31, 2009, 2010 (as originally reported, and as restated) and 2011.

For the year ended December 31,

2009 2010 2010 2011
(audited) (audited) (restated) (audited) 2011
(U.S.$ in
(CZK in millions) millions)
Net cash provided by operating activities........ 87,354 77,165 77,165 61,773 3,098
Total cash used in investing activities............. (99,022) (65,584) (65,584) (52,876) (2,652)
Total cash provided by (used in)
financing activities........cccceeveereerereeriennenns 22,230 (15,592) (15,592) (8,419) (422)
Net effect of currency translation in cash ....... (1,138) (530) (530) (602) (30)
Net increase (decrease) in cash and
cash equivalents ................cocoeiiiniinnin. 9,424 (4,541) (4,541) (124) (6)
Cash and cash equivalents at the
beginning of the period ..........coceveeennen. 17,303 26,727 26,727 22,186 1,113
Cash and cash equivalents at the end
of the period.......cccoeoeieiiieiiiee 26,727 22,186 22,186 22,062 1,107
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Other Financial Information

The following table sets forth certain 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,

2010
2009 2010 (restated) 2011 2011
(U.S.$ in
(CZK in millions, except percentages) millions)
EBIT .o 68,199 65,057 64,788 61,542 3,086
EBITDA ..ot 91,075 89,089 88,848 87,312 4,379
EBITDA Margin........cccoceeveeneeneenecnecnenns 46.4% 44.8% 44.7% 41.6%
Net DEbt......cvrveiiiinieieicecrecrecreeseeeeas 124, 412 134,538 134,538 159,363 7,992

The non-IFRS measures presented below 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. These non-IFRS measures and ratios 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 or any other
generally accepted accounting principles, or as alternatives to cash flow from operating, investing or financing
activities.

Our non-IFRS measures have limitations as analytical tools, and you should not consider them in isolation,
or as a substitute for analysis of our results as reported under IFRS as set out in our audited consolidated financial
statements and you should not place any undue reliance on our non-IFRS measures.

The following table illustrates the methodology we use to determine our Net Debt as of December 31,
2009, 2010 (as originally reported, and as restated) and 2011. Net Debt is a non-IFRS financial measure. Please
see “Presentation of Financial Information—Non-IFRS Measures.”

For the year ended December 31,

2009 2010 2010 2011
(audited) (audited) (restated)  (audited) 2011
(U.S.$ in
(CZK in millions) millions)
Long-term debt:
Total bonds and debentures.............ccooo........ 111,031 137,166 137,166 151,107 7,578
Total long-term bank and other loans........... 14,522 17,660 17,660 32,842 1,647
Short-term loans:
Short-term bank loans............cccoeevvevveenennne 25,310 8,306 8,306 4,333 217
Bank overdrafts.............cocooooeiiiiiii, 1,336 1,312 1,312 1,167 59
Other short-term borrowings..............ccc...... 4,611 - - - -
Cash and cash equivalents............ccccoceeenrnene (26,727) (22,163) (22,163) (22,062) (1,106)
Highly liquid financial assets®) ....................... (5,671) (7,743) (7,743) (8,024) (402)
Net Debt.......ccooovveiiiieieieeeee e 124,412 134,538 134,538 159,363 7,993

(1) Highly liquid financial assets are selected financial assets of the CEZ Group that can be very quickly transferred into cash, such as money
market funds and highly liquid bonds.
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The following table is a reconciliation of EBIT and EBITDA to net income for the years ended
December 31, 2009, 2010 (as originally reported, and as restated) and 2011. EBIT and EBITDA are non-IFRS
financial measures. Please see “Presentation of Financial Information—Non-IFRS Financial Measures.”

For the year ended December 31,

2010
2009 2010 (restated) 2011 2011
(U.S.$ in
(CZK in millions, except percentages) millions)
Net INCOME...c.veeiiiieieieieeeceee e 51,855 47,158 46,941 40,753 2,044
INCOME taXES...cooieveeieeeeeeeieee e 13,091 11,791 11,739 11,199 562
Total other income/(eXpenses).........ocveevvenvnen. 3,253 6,108 6,108 9,590 481
EBIT......coiiiiieeeeeeeeete e 68,199 65,057 64,788 61,542 3,087
Depreciation and amortization ........................ (22,876) (24,032) (24,060) (25,770) (1,292)
EBITDA .....ooooiiiieeeeeet e 91,075 89,089 88,848 87,312 4,379
EBITDA Margin ........ccceeeeeieieieinesencnenne 46.4% 44.8% 44.7% 41.6%
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RISK FACTORS

An investment in the Notes involves a high degree of risk. You should carefully consider the following risks,
together with other information provided to you in this offering memorandum, in deciding whether to invest in the
Notes. The occurrence of any of the events discussed below could materially adversely affect our business, results
of operations and financial condition. If these events occur, the trading prices of the Notes could decline, and we
may not be able to pay all or part of the interest or principal on the Notes, and you may lose all or part of your
investment. The risks and uncertainties we describe below are not the only ones we face. Additional risks not
currently known to us or that we now deem immaterial may also harm us and affect our business, results of
operations, financial condition and your investment.

This offering memorandum also contains forward-looking statements that involve risks and uncertainties.
Our actual results may differ materially from those anticipated in these forward-looking statements as a result of
various factors, including the risks described below and elsewhere in this offering memorandum. Please see
“Forward-Looking Statements.”

Risks Related to Our Business and Operations

Any reduction in demand for our electricity, heat, coal and gas as a result of poor economic performance in
Europe and the deepening of the sovereign debt crisis 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 exposed to the risk of a reduction in demand for our
electricity, heat, coal and gas, including as 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 consumption is strongly affected by the level of economic activity in Europe. Any
reduction in demand for our electricity could have a material adverse effect on our business, results of operations
and financial condition.

Our profitability is exposed to developments in the capital markets and economy in Europe and globally.
The recent global crisis and sovereign debt crisis in Europe has had a significant impact on the world’s banking
system and financial markets. If the global economic situation or sovereign debt crisis in Europe continues or
worsens, 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.

Changes in the 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. The implementation of the E.U. Climate and Energy Package, or
any amendments to such targets, 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 and distribution 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, may
adversely affect our profit from nuclear, 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 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 adverse effect on the 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 have no control, could have a material adverse
effect on our business, 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
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markets. Any political developments affecting the integration, integrity or stability of E.U. energy markets, could
have a material adverse effect on our business, results of operations and financial condition.

The costs and 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 energy policies and
requirements of the Czech government, we currently intend to increase the nuclear generation capacity of the
Temelin nuclear power plant (where two nuclear reactors are currently in operation). Pursuant to a tender process,
we have initially selected three possible contractors (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
site of the Temelin nuclear power plant. In October 2011, we provided the final tender information memorandum
to the qualified bidders. The deadline for receiving bids is July 7, 2012, with binding offers expected to be
evaluated in 2012 and 2013. We currently expect to sign an agreement with the successful bidder by the end of
2013. The signing of such an agreement would result in a significant capital expenditure investment for the next
decade, as well as imposing significant risks associated with building a nuclear power plant, particularly the
overall debt capacity risks and the risks and uncertainties involved in such a long and complex project, which
could have a material adverse effect on our business, results of operations and financial condition. In addition, any
failure to complete the project within budget and on schedule may result in additional cost and loss of revenues,
which could have a material adverse effect on our business, results of operations and financial condition.
Moreover, the profitability of the project would be subject to many of the risk factors that we already face,
including any 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 from the project or any significant increase in operating costs could have a material adverse effect on our
business, results of operations and financial condition.

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 exposed to 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 national regulation 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 a result of a continued economic slowdown or further economic downturn, could
decrease the price of electricity and could have a material adverse effect on our business, results of operations and
financial condition.

The operation of our power plants, in particular our nuclear power plants, is characterized by high fixed
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 favorable electricity prices and our overall sales and trading strategy. Because our costs
are relatively fixed in nature, they cannot be reduced in periods of low electricity prices. Therefore, in these
circumstances, it is possible that we may not produce sufficient cash flows from our electricity sales or trading
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 three years ahead through the use of
derivative instruments. 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
or heat prices, 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.

Poor economic performance in the Czech Republic could have a material adverse effect on our results of
operations and financial condition.

Our revenues are sensitive to the performance of the Czech economy. As of December 31, 2011,
approximately 83.6% of our assets were located in the Czech Republic and approximately 76.8% of our revenues
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for the year ended December 31, 2011 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) over which 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 subject to 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, or that we will not be subject to conditions that require us to make significant
capital expenditures. Moreover, we cannot give any assurance, particularly in the event of an 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. If any 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 adverse effect on our profit margin
and cash flow from operations. Furthermore, should we be unable to operate our nuclear power plants over a
period at least equal to the currently expected period, we might not accumulate appropriate cash surpluses for
decommissioning of such power plants. As a result, 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 adverse effect on
our business, results of operations and financial condition.

Default or delay by any of our counterparties (which include our partners, contractors, subcontractors and
suppliers) as well 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 distribution assets. We face the risk 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 or expose us to reputational
risk, business continuity risk and the loss of important contracts, 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 generated by sales to end-consumers or wholesale partners and state owned customers
across European markets. There is a risk that some of our key counterparties, end-consumers (predominantly the
state owned companies such as the national railway operators) or suppliers (predominantly the state owned
electricity producers) could default 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 hedging strategy, which in turn could have a
material adverse effect on our 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 current sovereign debt crisis, potential continued 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.

Our key strategies include increasing the installed capacity of our nuclear power plants, building new
conventional fuel power plants, developing renewable sources of power (as well as our related market position),
improving our internal efficiencies and strengthening our market position in the heating and co-generation market.
However, we face many risks that could adversely affect our ability to implement our key strategies, such as
changes in electricity demand in the Czech Republic and in Central and South East 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 Central and South East Europe,
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competition in the markets in which we operate, political and economic developments affecting Central and South
East Europe, E.U. legal and regulatory requirements and the reliability of our future partners for expanding our
business within Central and South East Europe. 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 manage the risks associated with expanding our international operations and
integrating newly acquired subsidiaries and we may face significant risks and liabilities as a result of such
acquisitions.

Since our foundation, we have expanded our operations through mergers and acquisitions, especially in
Central and South East Europe (please see “Business—History and Development of the CEZ Group™). We expect
to continue to evaluate investment opportunities in the future and we may expand our operations in other countries
or in new markets. We face many risks inherent in expanding our operations and 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, customs and duties; difficulties in staffing and
managing foreign operations; longer payment cycles and problems in collecting accounts receivable; political
instability, expropriation, nationalisation, war and other political risks; fluctuations in currency exchange rates;
foreign exchange controls which restrict or prohibit repatriation of funds; technology export and import restrictions
or prohibitions; and potentially adverse tax consequences. Any failure to manage the risks associated with
expanding our operations could have a material adverse effect on our business, results of operations and financial
condition.

We may incur impairment losses in connection with our investments due to adverse regulatory actions. For
example, in 2011, we performed impairment tests of goodwill and as a result of these tests we recognized total
impairment losses of CZK 292 million in relation to adverse regulatory actions affecting our distribution business
in Albania and, in 2010, we recognized total impairment losses of CZK 2,826 million in relation to adverse
regulatory actions affecting our Bulgarian distribution business and generation of electricity by the Varna
coal-fired power plant. Any future adverse changes in the economic and regulatory environment of our reporting
segments could result in further impairment charges, which could have a material adverse effect on our business,
results of operations and financial condition.

In addition, although due diligence reviews are undertaken in relation to acquisitions, such reviews may not
reveal all existing or potential risks and liabilities and we cannot give 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 cannot give any assurance that we would be able to enforce our
contractual or other rights against the relevant sellers or that any warranties and indemnities would be adequate to
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 or assume, or against which we did not obtain full legal protection, could
have a material adverse effect on our business, results of operations and financial condition.

We cannot give any assurance that we 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 our acquisitions 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.

The Czech national plan for investments in retrofitting and upgrading infrastructure and clean technologies in
the energy sector approved by the Czech government, under which emission allowances are allocated to us at
no cost, may not be approved by the European Commission.

On September 21, 2011, the Czech government approved a national plan for investments in retrofitting and
upgrading infrastructure and clean technologies in the energy sector, which forms part of the application submitted
on September 30, 2011 to the European Commission. The final decision of the European Commission is expected
by March 31, 2012. For more detailed information on the national plan, please see “Regulation—Czech Republic—
Electric Energy Sector—Electricity Generation—Application by the Czech government.” We cannot guarantee that
this application will be approved by the European Commission. If it is not approved or is approved in a less
favorable way than currently anticipated, we might be forced to purchase, at the prevailing market prices, a
significant amount of emission allowances that we would otherwise be allocated without payment. We currently
estimate that the potential cost of purchasing emission allowances on the market could amount to CZK 20 billion
for the period 2013-2019 which could have a material adverse effect on our business, results of operations and
financial condition.
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We are exposed to changes in the way emission allowances are allocated, including the conditions attaching to
firee allocations and the allocation of emission allowances after 2013, 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 E.U. ETS, each greenhouse gas emitter is allocated a certain cap by the national government, which is
in turn allocated a national cap by the European Commission, within which it is allowed to emit greenhouse gases
(such as CO,, methane and nitrogen monoxide). Any emissions in excess of this cap must be counterbalanced by
emission allowances acquired in the open market at a market price, otherwise the emitter is penalised. Allocations
are fixed for a specific trading period. In 2012, the allocation of emission allowances without cost in the Czech
Republic to CO, emission producers selling electricity to third parties is subject to a tax in the amount of 32% of
the average market value of all emission allowances allocated for free in a given year. We estimate that the new
tax may impact our profits by approximately CZK 2 billion for the year ended December 31, 2012. This tax is
only applicable for the years ended 2011 and 2012, but any extension or amendment to such 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.

We do not currently need to purchase additional emission allowances for 2012. However, an unexpected
increase in demand for electricity or outages of our nuclear power plants may lead to an increase in generation by
our coal-fired power plants and a deficit in our emission allowances. If we suffered a deficit in our emission
allowances we would incur costs related to the purchase of emission allowances in the market, which would
adversely affect our cash flow, which could have a material adverse effect on our business, results of operations
and financial condition.

In the trading periods after 2012, the majority of, or potentially all emission allowances will be sold in
auctions rather than allocated for free. A potential partial free allocation is not within our control and will only be
allocated to us subject to (i) receiving approval from national governments and the European Commission, and
(i1) us investing in renewable technologies in an amount at least equal to the market price of the freely allocated
emission allowances. From January 1, 2013, we will have to buy all or a substantial part of the emission
allowances on the market. As a result, our emission allowances allocation after 2013 remain uncertain and from
2013 our costs may increase significantly, which could have a material adverse effect on our business, results of
operations and financial condition. 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 hedging strategy of acquiring
a certain volume of emission allowances before this period, although, in the event of 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, potentially,
a greater decrease in the allocation of emission allowances than is currently expected in the next allocation period
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 material adverse
effect on our business, results of operations and financial 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 subject to the laws of various countries and jurisdictions, including the laws of the Czech Republic,
Albania, Bulgaria, Poland, Romania, Turkey 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, the Energy Regulatory Office in Romania, and the State Commission for
Energy and Water Regulation in Bulgaria (please see “Regulation”). These laws and regulations affect many
aspects of our business and, in many respects, determine the manner in which we conduct our business and the
fees we charge or obtain for our products and services, including in respect of electricity generation (both
traditional and from renewable 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 business in 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
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and financial condition. In addition, we may fail to respond swiftly and appropriately to changes in applicable laws
and regulations or to changes in the energy industry generally, which could have a material adverse effect on our
business, results of operations and financial condition.

Changes in regulated tariffs could have a material adverse effect on our 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). Such tariffs are set by the Czech Energy Regulatory Office. Tariffs are also set
by the regulatory authorities of other countries in which we operate, including the State Energy and Water
Regulatory Commission in Bulgaria and the Energy Regulatory Commission in Romania. A significant part of our
revenue generated outside the Czech Republic is generated by our electricity distribution businesses in Albania,
Bulgaria and Romania. Regulatory policies of such countries in South East Europe, particularly Albania and
Bulgaria, are less developed and are more susceptible to political intervention and adverse regulatory action.
Public authorities and regulatory authorities in the countries in which we operate may decide to limit or even block
tariff increases, with no change to the quality of service, or may change the conditions of access to such regulated
tariffs, including changes to the price setting mechanisms as a result of political interference. However, we cannot
give any assurance that new tariff mechanisms would be put in place or that regulated tariffs would be set at a
level which would allow us to preserve our short-, medium- or long-term investment capacity or our property
interests, while ensuring a fair return on the capital invested in our electricity generation, distribution and supply
assets. As a result, any changes in regulated tariffs, particularly those that may affect our revenues from electricity
distribution, could have a material adverse effect on our business, results of operations and financial condition.

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 program and financial investment strategy are subject to
decisions of numerous national and international institutions, regulatory and administrative authorities. We face the
risk that decision makers in these institutions may not act within the scope of existing laws and regulations, which
could have uncertain and unexpected consequences on our business and operations in the Czech Republic and
South East Europe, which in turn could 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 sell the 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 from these sales are either
denominated in Euro or denominated in Czech crowns, but derived from Euro-denominated electricity prices and
the €/CZK exchange rate at the time the contract concludes. However, a significant portion 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 Albanian lek, Bulgarian lev, Polish zloty, Romanian lei and
Turkish lira. We believe our Euro denominated indebtedness acts as a natural foreign exchange hedge for our
exposure to Euro denominated revenues, however, any increase in our exposure to foreign exchange risks or our
failure to manage or make use of financial or natural hedging in order to manage our exposure to 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 against foreign currencies, increase inflation and increase the borrowing costs of the Czech Republic
through lower debt ratings. 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. The volatility of the Czech crown is also affected by the anticipated date that the Czech
Republic will join the Eurozone, which has been delayed due to political developments and the growing public and
budget deficit of the Czech Republic. As of the date of this offering memorandum, there is no official target date
for the Czech Republic to join the Eurozone. In addition, we cannot give any assurance that any government and
monetary authorities will not impose (as some have done in the past) exchange controls 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 provides that the operator of a nuclear
facility is liable for any damage caused by a nuclear accident up to CZK 8 billion per accident and is obliged to
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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 both the Dukovany and Temelin nuclear power plants, which provide
coverage at these amounts. However, notwithstanding any limitation of liability under the Czech Nuclear Act and
any additional coverage under our insurance policies, any nuclear accident or failure at our nuclear power plants
could result in us incurring significant losses in excess of such amounts 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 from such 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), distribution infrastructure, mining facilities and information systems controlling these facilities could be
subject to failure, breakdowns, unplanned outages, capacity limitations, system loss, breaches of security or
physical damage due to natural disasters (such as storms, floods or earthquakes), sabotage, terrorism, computer
viruses, fuel interruptions and other causes. With respect to 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 from such 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 nuclear and 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 from these events. Any
service disruption may cause loss in electricity generation, customer dissatisfaction and may also lead to liability
for damages, the imposition of 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 expenses in
connection with inspections, maintenance or repair activities in addition to those that we currently conduct,
including such additional activities that the governmental authorities in the countries in which we operate may
require us to conduct. Any physical damage to our facilities may be costly to repair and we may not have
insurance coverage for all potential losses or our insurance claims may be subject to challenge or delay. In
particular, due to 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 unfavorable prices. As a result, any failure, breakdown or unplanned outages at our power plants or any
failure or interruption of our distribution infrastructure could have a material adverse effect on our reputation,
business, results of operations and financial condition.

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

As of the date of this offering memorandum, CEZ, a. s. has a credit rating of A- with a stable outlook by
Standard & Poor’s Credit Market Services Europe Limited and A2 with a stable outlook by Moody’s Investors
Service Ltd. Standard & Poor’s Credit Market Services Europe Limited and Moody’s Investors Service Ltd are
both established in the European Union, domiciled in the United Kingdom and are included in the list of credit
rating agencies registered in accordance with Regulation (EC) No. 1060/2009, which is available on the ESMA
website (www.esma.europa.eu/page/list-registered-and-certified-CRAs) (last updated January 6, 2012). These
ratings reflect each agency’s opinion of our financial strength, operating performance and ability to meet our debt
obligations as they become due. These ratings are near the low-end of the respective rating agency’s scale of
investment-grade ratings. Credit rating agencies now monitor companies more closely and have made liquidity,
and the key ratios associated with it, such as gross leverage ratio, 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, our ratings may be downgraded. In the event our credit or debt ratings are
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
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refinancing) could be limited, which could have a material adverse effect on our business, results of operations and
financial condition. Lowering of our credit rating may also trigger our obligation to redeem certain debt securities
prior to their scheduled redemption date which could have a material adverse effect on our 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 and the Ministry of Labor and Social Affairs, owns
approximately 69.8% of the share capital of CEZ, a. s., the parent company of the CEZ Group. As our controlling
shareholder, the Czech Republic, through the Ministry of Finance, has the power to nominate and elect two-thirds
of the members of our Supervisory Board. Our Supervisory Board elects members to our Board of Directors.
Consequently, the Czech Republic, through their shareholdings or their positions on our Supervisory Board or our
Board of Directors, has and will continue to have, directly or indirectly, the power to affect our operations. As a
result, certain of our decisions may reflect Czech government policy, especially the Czech energy policy, which
includes the Czech government’s desire for us to build a new nuclear power plant in the Czech Republic within the
next decade, with which we are currently in the process of complying. 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 results of
operations and financial condition.

A number of E.U. member states face significant budget deficits and, as a result, taxes are being imposed
on the utilities sector, such as the gift tax for emission allowances in the Czech Republic, the nuclear tax in
Germany and the power sales tax in Hungary. The imposition of any new taxes in the countries in which we
operate, or changing interpretations or application of tax regulations by the tax authorities, harmonisation 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 tax liabilities 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.

Furthermore, support for renewable energy sources in the European Union, particularly in the Czech
Republic, may adversely affect our profit from standard nuclear and coal-fired power plants, where no equivalent
subsidy to that for renewable energy is available, or adversely affect our market share, which could have a material
adverse effect on our business, results of operations and financial condition.

Currently, operators of certain solar electricity producing facilities in the Czech Republic which were put
into operation between January 1, 2009 and December 31, 2010 are subject to a withholding tax in the amount of
(1) 26% of the income corresponding to the feed-in tariff, or (ii) 28% of the income corresponding to a “green
bonus.” As of December 31, 2011, we own and operate 13 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, 2009
and December 31, 2010 and are subject to the withholding tax. This tax is only applicable for the years ended 2011
and 2012, but any extension or amendment to such 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.

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

We have substantial debt and 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.

We are exposed to financial risks and market volatility 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 are 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
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financial markets. For more information, please see “Management s Discussion and Analysis of Financial
Condition and Results of Operations—Quantitative and Qualitative Disclosures About Market Risk.” 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 suffer significant losses which could have a material adverse effect on our
business, results of operations and financial condition.

We are also exposed to other financial risks. Financial markets have experienced volatility in recent years
and markets may decline again or become even more volatile in the future. The value 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 a 7% share in MOL, the Hungarian oil company, which represented 2.7% of our
total assets as of December 31, 2011. We also hold substantial amounts 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 adverse effect on our business, results of operations and financial
condition. We are dependent on debt capital markets to fund the majority of our working 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 affect our 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 on the wholesale energy and CO, emission allowances markets.

We operate in 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 and coal) as well as in the CO,
emission allowances market. 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 fluctuations in the wholesale energy markets
could have a material adverse effect on our business, results of operations and financial condition.

The growth of an integrated 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 for
synergies 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, regulatory and local acceptability considerations. The absence of adequate
interconnections between countries where we are based or the failure of such interconnections to develop at a
sufficient pace, 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.

Unexpected decisions of key regulatory or national administration executive authorities in Albania threatens
our business presence in the country.

In December 2011, our distribution and supply business in Albania was negatively impacted by the adverse
decision of the Albanian regulator regarding the distribution regulatory framework (principally relating to tariffs,
retail prices and regulated wholesale electricity prices). We are taking legal and business steps aimed at minimising
the impact of this decision as well as improving the future regulatory environment for our business in Albania.
However, we cannot give any assurance that these steps will be successful or limit the impact of the Albanian
regulator’s decision on our business. Should the current unfavorable regulatory framework remain unchanged, it
could have a material adverse effect on our business, results of operations and financial condition. Further, under
these circumstances, we may not recover our investment in our businesses in Albania and we cannot give any
assurance that we would maintain our business presence in Albania.
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Risks associated with the deliveries of coal from Czech Coal a.s.

In October 2010, we commenced legal proceedings against three companies belonging to the Czech Coal
group in connection with a contract regarding a future long-term agreement for brown coal supplies to our
Pocerady brown coal facility after 2016. The outcome of the legal action is currently unknown, but a negative
outcome could have a material adverse effect on our business, results of operations and financial condition. For
more detailed information on this dispute, please see “Business—Legal Proceedings—Litigation with Czech Coal.”

We currently purchase brown coal from Czech Coal a.s. under a medium-term purchase contract, which
expires in 2012. We face the risk that we will not agree with Czech Coal a.s. on supplies after January 1, 2013. If
Czech Coal a.s. ceases to supply brown coal to us, this would adversely affect the operation of our Poéerady
power plant in particular and could have a material 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 the squeeze-out of
former minority shareholders of distribution and mining companies that we have acquired. For more detailed
information on these proceedings, please see “Business—Legal Proceedings—Squeeze-Out Proceedings.” If such
litigation is not decided in our favor, the final decision of the Czech courts, particularly in relation to share price,
additional payments or supplementary 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 may be difficult to 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 local and national levels, in the Czech Republic and in the other countries in which we operate
(see “Regulation—Czech Republic—Electric Energy Sector—Licensing Regime,” “Regulation—Romania—Electric
Energy Sector—Licensing Regime” and “Regulation—Republic of Bulgaria—Electric Energy Sector—Licensing
Regime”). The procedures for obtaining and renewing these authorizations can be protracted and complex.
Obtaining these authorizations is not routine and the conditions attached to obtaining them are subject to change
and may not be predictable. As a result, we may incur significant expenses in order to comply with the
requirements associated with obtaining or renewing these authorizations (for example, the cost of preparing
applications for authorizations or investments associated with installing equipment that are required before the
authorization can be 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 business activities
and profitability. In addition, we often invest resources prior to obtaining the necessary permits and authorizations,
particularly in connection with feasibility studies and environmental studies, but may have to cancel or withdraw
from a project if we are unable to obtain the necessary permits or authorizations. Licenses for the generation of
electricity in the Czech Republic are granted for a maximum of 25 years. The license for Unit 2 of the Temelin
nuclear power plant expires on May 31, 2012 and we are currently in the process of requesting a new license.
Certain other material licences for the operation of our nuclear and coal-fired power plants are also due to expire
within the next five years, including the license for Unit 1 of the Dukovany nuclear power plant which expires
on December 31, 2015 (please see “Business—QOur Business—Electricity Generation—Central Europe”). 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 our ongoing significant investment program and our need to service existing debt and other financial
obligations, we may need additional external financing to cover our payment obligations. Any significant increase
in interest rates could therefore lead to a material increase in our interest expense, which could have a material
adverse effect on our business, results of operations and financial condition.

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

The Czech Republic, through the Ministry of Finance and the Ministry of Labor and Social Affairs, holds
approximately 69.8% of all shares in CEZ, a. s. as of the date of this offering memorandum. Although we do not
currently expect the Czech Government to privatize CEZ, a. s., 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
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privatization of CEZ, a. s. resulting in the sale of its entire shareholding in CEZ, a. s. The credit rating of A- with a
“stable” outlook currently assigned to CEZ, a. s. by Standard & Poor’s Credit Market Services Europe Limited is
based in part on the opinion of Standard & Poor’s Credit Market Services Europe Limited that the Czech Republic
may potentially provide support to CEZ, a. s. in the event of financial distress. This rating could come under
pressure, potentially leading to a downgrade, if CEZ, a. s. is fully or partially privatized and the Czech Republic is
no longer a controlling shareholder, which could affect our ability to make repayments on our debt or otherwise
have a material adverse effect on our business, results of operations and financial condition. Standard & Poor’s
Credit Market Services Europe Limited 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,
which is available on the ESMA website (www.esma.europa.eu/page/list-registered-and-certified-CRAs) (last
updated January 6, 2012).

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

Our current generation capacity predominantly consists of coal and 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 the flexibility of our generation facilities and increase our generation potential to meet future
demand. We hope to achieve this by investing in the upgrade and replacement of coal-fired power plants, building
new gas and wind power plants and increasing our renewable power generation capacity. All of these investments
will require significant capital expenditure and substantial managerial attention. Furthermore, we may incur
additional costs and loss of revenues if we fail to complete such expansion and diversification projects within
budget and on schedule. Our failure to properly control these capital expenditures may result in higher utilization
of our debt capacity 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 have a 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 results of
operations and financial condition.

The Czech Renewable Energy Act requires 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 for those that are connected
directly to the distribution grid. This support may be in the form of regulated subsidized prices or preferential
access of these generation sources to the distribution grid. 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 generation sources in the Czech Republic under the
Czech Energy Act. Similar state support schemes for selected alternative power generation sources also exists 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 results of operations
and financial condition.

The composition of the Czech government and any political developments or changes in the economic
policy of the Czech Republic may have an adverse effect on the overall economic stability of the 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 not affect the structure of the presidium of the Ministry of Finance and, as a result,
the structure of our Supervisory Board and our Board of Directors. Such unfavorable political developments could
have a material adverse effect on our business, results of operations and financial condition.

We may be required to pay significant penalties as a result of a pending E.U. anti-monopoly investigation.

On November 24, 2009, inspectors of the European Commission performed an unannounced inspection at
our headquarters in Prague and at the office of Severoceské doly, a.s., a wholly-owned member of our Group, as
part of an investigation into allegations of anti-competitive behavior. It has been alleged that we may have
attempted to restrict the development of competition on the Czech wholesale electricity market by obstructing
power plant projects of our competitors, limiting trade in brown coal and influencing the prices on the Czech
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wholesale electricity market. In August 2010, the European Commission requested written information from us
and subsequently on August 30 and September 1, 2010, it conducted an announced inspection at our headquarters,
where we provided all requested information and answered subsequent requests for information made by the
European Commission. On July 11, 2011, the European Commission decided to start proceedings in respect of one
alleged infringement concerning hoarding capacity on the transmission network and thus preventing access to the
Czech wholesale electricity market. If we were found to have engaged in anti-competitive behaviour, we could
face a maximum fine of 10% of our 2008 global turnover, which 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 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 political policies
could affect the legal and regulatory requirements and political policies of the Czech Republic. Any changes to the
limits and rules set by the Czech Republic affecting the operation of our nuclear power plants, including liability
for nuclear disasters, insurance coverage and premiums or decommissioning costs, could have a material adverse
effect on our business, results of operations and financial condition.

An increase in competition in the markets in which we operate could have a material adverse effect on our
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 of this 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 have the right to choose 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 been fully liberalized and all end-consumers are considered to be eligible customers who
may freely choose their supplier of electricity based on current market conditions. If our existing customers or
potential new customers purchase electricity from other suppliers, our revenues and our market share will
decrease. Our ability to develop our business and improve our financial results may be constrained by new
competition and we may be unable to offset the financial effects of decreases in production and sales of electricity
through efficiency improvements, or expansion into new business areas or markets. As a result, 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 well as 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 operation and processes tends to increase as our plant, equipment and components grow older. As part of our
strategy, we have launched 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 cannot give 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 from our power plants and to our distribution networks is dependent upon
the infrastructure of the transmission systems in the countries in which we operate. We have no control over the
operation of these transmission systems and we must rely on independent third party transmission system
operators 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, insufficient maintenance or inadequate development, could prevent us from distributing
electricity from our 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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Disruptions in the supply of coal, nuclear fuel, gas or other raw materials, or an unexpected increase in their
cost, could materially and adversely affect our results of operations and financial condition.

In the ordinary course of our business, we are exposed to 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 and are therefore vulnerable to
changes in the supply of the raw materials, including brown coal, nuclear fuel and gas. Any significant shortages
or interruption in the supply of raw materials could disrupt our generation operations and increase our cost of raw
materials, which could have a material adverse effect on our business, results of operations and financial condition.

In addition, our long-term purchase contract with DIAMO s.p., which secured delivery of up to one third of
our total annual uranium needs until 2014, expires in 2014 and we may not be able to conclude a new purchase
contract on favorable terms or at all, which could have a material adverse effect on our business, results of
operations and financial condition.

Risks associated with deliveries of coal from Sokolovskd uhelna.

We are currently involved in a dispute with Sokolovska uhelna, pravni nastupce, a.s. relating to the amount
and price of brown coal supplied to us under a long-term purchase contract expiring in 2027. Sokolovska uhelna,
pravni nastupce, a.s. has challenged the validity of the purchase contract. In relation to this dispute, we have filed a
lawsuit for compensation relating to the unjust enrichment of Sokolovska uhelnd, pravni nastupce, a.s. in the
amount of approximately CZK 56 million. In the event that Sokolovska uhelnd, pravni nastupce, a.s. is successful
and the long-term purchase contract is found to be invalid, any failure to conclude a new agreement on similar
terms or at all could adversely affect the operation of our Tisova power plant and have a material adverse effect on
our business, prospects, results of operations and financial condition.

We are subject to a variety of additional litigation and regulatory proceedings and we cannot give any
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. Our audited 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, 2011, 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, regulatory and 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 favor. As a result, we cannot give any assurance that our provisions
will be adequate to cover all 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
effect on our business, results of operations and financial condition.

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

The agreements that govern our long-term debt contain certain restrictive covenants, including “negative-
pledge” clauses, “material change” clauses and covenants requiring the maintenance of particular financial ratios,
which may restrict our ability to acquire or dispose of assets or incur 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 our other credit 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 become liable for increased decommissioning costs or be required to keep additional amounts as
restricted funds for the decommissioning of our nuclear power plants and 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 escrow accounts that can be used only to meet
decommissioning costs with the permission of the Czech Repository Authority. For the year ended December 31,
2011, our annual contribution to these escrow accounts was CZK 326 million (CZK 165.5 million in respect of the
Dukovany nuclear power plant and CZK 160.5 million in respect of the Temelin nuclear power plant). We cannot
give any assurance that amounts held by us as restricted funds will not increase as a result of increased projected
costs of decommissioning or as a result of other factors determining the amount of our annual contributions. In
addition, if such amounts are not sufficient to meet future decommissioning costs, we may be required to pay
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additional amounts, which could have a material adverse effect on our business, results of operations and financial
condition.

We are involved in open pit 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 cost of 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 payments relating to mining licenses. The methodology for determining remediation costs and such
other payments may change as might the requirements relating to the collateralisation of obligations, which could
have a material adverse effect on our business, results of operations and financial condition. As an owner and
operator of electricity and heat facilities, we may incur in the future significant costs 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 be exposed to significant liabilities 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 emission and discharge of hazardous materials into the ground, air or water; the
decommissioning 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 operate administer 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 significant expenditures, 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 also be
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 budgeted for future capital and operating expenditures to comply with current
environmental and health and 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
current and 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 been required to carry out “stress tests” by
the European Council in order to assess the safety of our nuclear power plants and how resistant these 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 further improve the safety and resistance 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 market mechanisms, including the credit
and cash settlement requirements for trading of commodities and financial instruments.

We trade on the financial and energy wholesale markets. E.U. regulations, such as the Regulation on
Energy Market Integrity and Transparency (REMIT), Markets in Financial Instruments Directive (MIFID) and the
European Market Infrastructure Regulation (EMIR), 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). Changes to 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 hedging our generation 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
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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.

Legal proceedings relating to the Temelin nuclear power plant could have a material adverse effect on our
business, results of operations and financial condition.

We are involved in legal proceedings relating to the Temelin nuclear power plant (please see “Business—
Legal Proceedings—Litigation Relating to the Temelin Nuclear Power Plant”). We have established a provision for
contingent liabilities arising from these proceedings, however, this provision does not cover claims brought against
us for which damages have not been quantified or in relation to which the plaintiffs’ prospects have been deemed
by us to be remote. Due to their nature, we are not able to predict the ultimate outcome of legal proceedings
currently pending against us, which may not be decided in our favor and may require us to pay damages to the
plaintiff, incur costs in connection with the modification of parts of the Temelin nuclear power plant or temporarily
remove parts of the Temelin nuclear power plant from service, so that we can comply with environmental laws
regarding electromagnetic radiation. Although we have taken out insurance policies specifically to cover these
risks, our insurance coverage may not be sufficient to cover all of our losses, increased costs or liabilities that may
arise, or which we may incur, as a result of these proceedings. As a result, the outcome of legal proceedings
relating to the Temelin nuclear power plant could have a material adverse effect on our business, results of
operations and financial condition.

Our revenues and results of operations are subject to climatic conditions 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 heat waves which limit generation due to
requirements to observe certain temperature limits for rivers downstream of facilities in connection with the
cooling of power plants. 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 need to compensate for a
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.

An increase in the cost of disposing of radioactive waste could have a material adverse effect on our 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 the amount 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, supervise and take responsibility for the disposal of nuclear waste, as well as all
final disposal facilities. We cannot give any assurance that the Czech government will not increase the
contributions that we are required to pay into the Czech Nuclear Account under the Czech Nuclear Act or that cash
amounts accrued in the Czech Nuclear Account will be sufficient to fund the disposal of radioactive waste. Any
requirement to pay additional amounts into the Czech Nuclear Account could have a material adverse effect on our
business, results of operations and financial condition.

A strike or other labor disruption at our facilities could adversely affect our business.

A substantial number of our employees are represented by labor unions and all of our employees were
covered by our collective bargaining agreement as of December 31, 2011 (please see “Business—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 or work 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 control over the security and operational processes of the national registries for emission
allowances within Europe.

We own a significant amount of emission allowances and emission credits, which are registered as
intangible assets by national registries in individual E.U. countries. National emission allowances and emission
credits registries are operated by independent governmental bodies and are governed by E.U. law. We have no
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control or influence over the security and operational processes of these national registries. The financial value of
our assets registered in such registries is significant and any unauthorized transactions could have a material
adverse effect on 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 of accidents or other unexpected occurrences at our facilities for which 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
property to its previous owners, following the change of the 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 challenges to our land ownership rights to date, as a result of the restitution process currently underway
in the Czech Republic, our rights of ownership to individual 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 the risks to human health as a result of exposure to electromagnetic fields
(“EMFs”), in particular, from power lines operated by us, have been raised both within the European Union and
internationally. Based on numerous studies completed over the past 20 years, numerous international health
organizations (including the World Health Organization (“WHQO”), the International Agency for Research on
Cancer (“IARC”), 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 that the health risks, 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
could expose us to litigation and significant costs, including costs incurred in connection with the adoption of
more stringent security measures for the operation or construction of our generation facilities and distribution
networks, which could have a 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 operate or have operated certain facilities which, as currently operated, could be or have been the
source of industrial accidents or environmental and public health impacts (such as 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 gas and 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 neighboring facilities that are not within our
control. This could expose us to litigation and significant costs, including costs incurred in connection with
adopting more stringent security measures for the operation or 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.

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 our business, we may have difficulty, and incur additional costs, replacing them. In addition, the loss of any
member of our senior management team may result in a loss of organizational focus, poor execution of our
operations and corporate strategy and our inability to identify and execute potential strategic initiatives in the
future, including strategies relating to the growth of our business. Our failure to hire, train or retain a sufficient
number of experienced, capable and reliable personnel, especially senior and middle management with appropriate
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professional qualifications, or to recruit skilled professional and technical staff in pace with our growth, could have
a material adverse effect on our business, results of operations and financial condition.

Our mining operations, reserves and resource estimates are disclosed on a different basis from filings with the
U.S. SEC that are made in accordance with U.S. SEC Industry Guide 7.

Our mining operations, reserves and resources estimates are disclosed on a different basis than those
disclosed in U.S. registration statements and other documents filed with the U.S. SEC in accordance with U.S.
SEC Industry Guide 7 (“Guide 77) and therefore may not be comparable to other companies. In particular, Guide 7
does not recognize classifications other than proved and probable reserves and the U.S. SEC does not permit
mining companies to disclose mineral resources in U.S. SEC filings. Our coal reserve data are only estimates,
which may differ materially from actual reserves or how such reserves might be disclosed in accordance with
Guide 7. Furthermore, our reserve estimates may change substantially if new information becomes available.
There are inherent uncertainties in estimating reserves, which require the consideration of a number of factors,
assumptions and variables, many of which may be beyond our control and cannot be ascertained despite due
investigation.

Risks Related to the Notes

The negative pledge covenant in the Notes permits the Issuer and its Material Subsidiaries to incur additional
Indebtedness secured by Liens on Principal Property or enter into Sale and Lease-Back Transactions. Your
right to receive payments on the Notes therefore may be structurally subordinated to other liabilities of the
Issuer, its Material Subsidiaries and other of the Issuer’s subsidiaries.

The negative pledge covenant in the Notes permits the Issuer and its subsidiaries to incur additional
Indebtedness (restrictions relating to the Issuer’s and its Material Subsidiaries’ ability to incur additional
Indebtedness secured by Liens on Principal Property, subject to a number of material exceptions) and to enter into
Sale and Lease-Back Transactions (as such terms are defined in the Notes). Please see “Terms and Conditions of
the 2022 Notes—Negative Pledge and Other Covenants—Negative Pledge,” “Terms and Conditions of the 2022
Notes—Negative Pledge and Other Covenants—Limitations on Sale and Lease-Back Transactions” and ““Terms
and Conditions of the 2042 Notes.” In addition, none of the Issuer’s subsidiaries will guarantee the Notes. As a
result, there is a risk that the Notes will be structurally subordinated to future and existing indebtedness of the
Issuer, its Material Subsidiaries and other of the Issuer’s subsidiaries.

The terms of the Notes do not require the Issuer to achieve or maintain any minimum financial results
relating to its financial position or results of operations. The Issuer’s ability to recapitalize, incur additional debt,
secure existing or future debt or take a number of other actions that are not limited by the terms of the Notes could
have the effect of diminishing its ability to make payments on the Notes when due.

The Issuer’s financial performance and other factors could adversely impact its ability to make payments on the
Notes.

The Issuer’s ability to make scheduled payments with respect to its indebtedness, including the Notes, will
depend on its financial and operating performance, which, in turn, is subject to prevailing economic conditions and
to financial, business and other factors beyond its control.

There is no established trading market for the Notes. If a market for the Notes does not develop, your ability to
sell the Notes may be limited.

The Notes are new issues of securities for which there is currently no established trading market.
Accordingly, the Issuer cannot assure you as to:

. the liquidity of any market in the Notes;
. your ability to sell your Notes; or
. the prices at which you would be able to sell your Notes.

The Issuer will apply for admission to trading of the Notes on the Luxembourg Stock Exchange. However,
the Notes may not become or remain listed on that exchange. Although the Initial Purchasers have advised the
Issuer that they intend to make a market in the Notes as permitted by applicable laws and regulations, they are not
obliged to do so and may discontinue their market-making activities at any time at their sole discretion and
without notice.

The liquidity of the trading market in the Notes and the market price quoted for the Notes may be adversely
affected by many factors, including, among other things, changes in the overall market for similar securities,
interest rates, our financial performance or prospects or in the prospects for companies in our industry generally.
Subsequent to their initial issue, the Notes may trade at a discount from their initial offering price, depending upon
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prevailing interest rates, the market for similar notes, our operating performance and other factors. As a result, an
active trading market for the Notes may not develop or, if developed, may not continue, and you may be unable to
sell your Notes. If a market does develop, it may not be very liquid. Therefore, you may not be able to sell your
Notes easily or at prices that will provide you with a yield comparable to similar investments that have a
developed secondary market. Illiquidity may have a severely adverse effect on the market value of Notes.

Further, it is possible that the market for the Notes will be subject to disruptions. Any such disruption may
have a negative effect on you, as a holder of the Notes, regardless of our prospects and financial performance. As a
result, the Issuer cannot give any assurance that there will be an active trading market for the Notes. If no active
trading market develops, you may not be able to resell your holding of the Notes at a fair value, if at all. In
addition, the terms of the Notes allow the Issuer to issue additional Notes in the future which could adversely
impact the liquidity of the Notes.

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

You must determine the suitability of an investment in the Notes in light of your own circumstances. In
particular, you should:

. have sufficient knowledge and experience to make a meaningful evaluation of the Notes, the merits
and risks of investing in the Notes and the information contained in this offering memorandum and
any applicable supplement;

. have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of your
particular financial situation, an investment in the Notes and the impact the Notes will have on your
overall investment portfolio;

. consider all of the risks of an investment in the Notes, including where your currency is not
U.S. dollars;

. have sufficient financial resources and liquidity to bear all of the risks of an investment in the Notes;

. understand thoroughly the terms of the Notes and be familiar with the behavior of financial markets;
and

. be able to evaluate (either alone or with the help of a financial advisor) possible scenarios for
economic, interest rate and other factors that may affect your investment and your ability to bear the
applicable risks.

The Issuer’s credit ratings may not reflect all risks of an investment in the Notes.

The Issuer’s credit ratings are A- (stable outlook) by Standard & Poor’s Credit Market Services Europe
Limited and A2 (stable outlook) by Moody’s Investors Service Ltd. Standard & Poor’s Credit Market Services
Europe Limited and Moody’s Investors Service Ltd are both established in the European Union, domiciled in the
United Kingdom and are included in the list of credit rating agencies registered in accordance with Regulation
(EC) No. 1060/2009, which is available on the ESMA website (www.esma.europa.eu/page/list-registered-and-
certified-CRAs) (last updated January 6, 2012). Any rating is not a recommendation to purchase, sell or hold 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 announcement
that 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 from using credit ratings for
regulatory purposes, unless such ratings 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 provisions that apply in certain circumstances whilst the registration application is pending. Such
general restriction will also apply in the case of credit ratings issued by non-E.U. credit rating agencies, unless the
relevant credit ratings are endorsed by an E.U.-registered credit rating agency or the 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).

The Notes will initially be held in book-entry form and therefore you must rely on the procedures of the
relevant clearing systems to exercise any rights and remedies.

Unless and until definitive registered notes are issued in exchange for book-entry interests in the Notes,
owners of the book-entry interests will not be considered owners or holders of the Notes. Instead, the registered
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holder, or their respective nominee, will be the sole holder of the Notes. Payments of principal, interest and other
amounts owing on or in respect of the Notes in global form will be made to Citibank, N.A., London Branch (as
Fiscal Agent for the Notes), which will make payments to the relevant clearing system. Thereafter, payments will
be made by the relevant clearing system to participants in these systems and then by such participants to indirect
participants. After payment to the relevant clearing system neither the Issuer, nor Citibank, N.A. will have any
responsibility or liability for any aspect of the records related to, or payments of, interest, principal or other
amounts to owners of book-entry interests.

Unlike holders of the Notes themselves, owners of book-entry interests will not have the direct right to act
upon the Issuer’s solicitations or consents or requests for waivers or other actions from holders of the Notes that
the Issuer may choose to make in the future. Rather, owners of book-entry interests will be permitted to act only to
the extent that they have received appropriate proxies to do so from the relevant clearing system or, if applicable,
from a participant. The Issuer cannot assure you that procedures implemented for the granting of such proxies will
be sufficient to enable you to vote on any such solicitations or requests for actions on a timely basis.

Transfers of the Notes are restricted, which may adversely affect their liquidity and the value of the Notes.

The Notes are being offered and sold pursuant to an exemption from registration under the U.S. Securities
Act and applicable state securities laws of the United States. The Notes have not been and will not be registered
under the U.S. Securities Act. Therefore, you may not transfer or sell the Notes in the United States except
pursuant to an exemption from, or a transaction not subject to, the registration requirements of the U.S. Securities
Act, or pursuant to an effective registration statement, and you may be required to bear the risk of your investment
in the Notes for an indefinite period of time. The Notes contain provisions that restrict the Notes from being
offered, sold or otherwise transferred except pursuant to the exemptions available pursuant to Rule 144A and
Regulation S under the U.S. Securities Act, or other exceptions under the U.S. Securities Act. In addition, by
acceptance of delivery of any Notes, the holder thereof agrees on its own behalf and on behalf of any investor
accounts for which it has purchased the Notes that it shall not transfer the Notes in an aggregate principal amount
of less than U.S.$200,000.

These restrictions will limit your ability to transfer your Notes and may prevent or impair an active trading
market from developing. As a result, the restrictions on your ability to transfer your Notes may adversely impact
the value of your Notes. Please see “Subscription and Sale” and “Form of the Notes and Transfer Restrictions.”

Czech insolvency laws to which the Issuer is subject may not be as favorable to the holders of the Notes as U.S.
or other insolvency laws.

The Issuer is incorporated and organized under the laws of the Czech Republic. Any insolvency
proceedings relating to the Issuer, even if brought in the United States, might involve Czech insolvency laws, the
procedural and substantive provisions of which may differ from comparable provisions of U.S. federal bankruptcy
law. If the Issuer becomes insolvent, there is a risk that holders of Notes may not be able to enforce fully their
rights under the Notes and that any claims may be considerably delayed.

Czech insolvency laws are set out in Czech Act No. 182/2006 Coll., on Insolvency, as amended (the “Czech
Insolvency Act”). In the Czech Republic, insolvency proceedings are held before the Czech Insolvency Court,
where the Czech Insolvency Court and an Insolvency Trustee appointed by the Czech Insolvency Court play an
important role. Under the Czech Insolvency Act, a debtor is insolvent (in Czech: “v upadku”) if it (a) has at least
two creditors; (b) has monetary obligations overdue for more than 30 days; and (c) is unable to satisfy such
obligations. A debtor is deemed to be unable to satisfy its monetary obligations if (i) it has suspended payments of
a substantial portion of its monetary obligations; (ii) it is in default with payment of its monetary obligations for
more than three months; (iii) satisfaction of certain payable debtor’s obligation is impossible by an enforcement of
a court decision or seizure of debtor’s assets; or (iv) it fails to submit the Insolvency Court with requested lists of
its property, obligations and employees. A debtor, which is a corporate entity, is also insolvent if it is over-indebted
(in Czech: “predluzeni”). Over-indebtedness means that the debtor has multiple creditors and the sum of its
liabilities exceeds the value of its assets. For the purposes of an assets valuation, the way in which the debtor
conducts its business and manages its assets on an ongoing basis, as well as future profits, are taken into
consideration if it is likely that the debtor will be able to continue to manage its assets or operate its business.

If the Czech Insolvency Court declares a debtor insolvent, its creditors must register their claims within the
period set forth in the Czech Insolvency Act. Claims registered after such deadline has expired will be refused and
will not be satisfied in the insolvency proceedings. An exception exists with respect to E.U. creditors, who are
notified individually pursuant to the Czech Insolvency Act and the Council regulation (EC) No. 1346/2000 of
May 29, 2000 on Insolvency Proceedings (the “Insolvency Regulation”).
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Upon the commencement of insolvency proceedings in the Czech Republic, the debtor’s right to dispose of
its property becomes limited and creditors lose their rights to assert their claims before other courts. Certain legal
acts performed by the debtor within the five years preceding the declaration of insolvency, which negatively affect
creditors’ rights, may be declared ineffective by the Czech Insolvency Court. The rights of holders of Notes may
also be disputed on this basis.

In the Czech Republic, claims secured by a security interest over the debtor’s property and certain priority
claims (such as costs of the insolvency proceeding, employees’ claims, taxes, and fees) are settled preferentially
prior to unsecured claims (such as any claims by the holders of Notes), which may result in the remaining
creditors (including any holders of Notes) receiving less under their claims.

As in other E.U. jurisdictions, international aspects of Czech insolvency proceedings are subject to the
Insolvency Regulation. In general, according to the Insolvency Regulation, the courts of the member state in which
the debtor’s center of main interests is situated (which shall be presumed to be the place of the debtor’s registered
office, in the absence of proof to the contrary) have jurisdiction to open insolvency proceedings under the law
applicable in that member state. The opening of such proceedings permits the automatic opening of secondary
insolvency proceedings in another member state, although the effects of any such secondary proceedings are
restricted to the assets of the debtor situated within the territory of that member state.

The Issuer cannot give any assurance that Czech insolvency laws are as favorable as insolvency laws in the
United States or in any other jurisdiction with which you may be familiar.

Investors may experience difficulties in enforcing foreign judgments under U.S. federal securities laws.

The Issuer is organized under the laws of the Czech Republic. None of the members of the Issuer’s
management and none of its executive directors (in Czech: “jednatelé”) are residents of the United States and all
of its assets are located outside the United States. As a result, it may not be possible for you to effect service of
process within the United States upon the Issuer or members of its management or its executive directors.
Furthermore, it may not be possible to enforce any judgments obtained in U.S. courts predicated upon the civil
liability provisions of U.S. federal or state securities laws against the Issuer as judgments of U.S. courts may not
be directly recognized and enforceable in the Czech Republic. Please see “Service of Process and Enforcement of
Judgments.”

The Notes bear interest at a fixed rate and changes in market interest rate may affect the value of the Notes.

The Notes will bear interest at a fixed rate, which involves the risk that subsequent changes in market
interest rates may adversely affect the value of the Notes.

Investment laws and regulations may restrict certain investments.

The investment activities of certain investors are subject to investment laws and regulations, or review and
regulation by certain authorities. You should consult your legal advisors to determine whether and to what extent
(1) Notes are legal investments for you, (ii) Notes can be used as collateral for various types of borrowing and
(ii1) other restrictions apply to your purchase or pledge of any Notes. Financial institutions should consult their
legal advisors or the appropriate regulators to determine the treatment of Notes under any applicable risk based
capital or similar rules.

Certain modifications to the Notes may be made without your consent.

The Fiscal Agency Agreements contain provisions for calling meetings of holders of the Notes to consider
matters affecting their interests generally. These provisions permit defined majorities to bind all holders of the
Notes including holders of the Notes who did not attend and vote at the relevant meeting and holders of the Notes
who voted in a manner contrary to the majority. In particular, under the terms of the Fiscal Agency Agreements, an
Extraordinary Resolution (as defined in the Fiscal Agency Agreements) may be passed by the holders of only three
quarters of the Notes voted at a meeting to reduce or cancel amounts due under the Notes, including principal.

E.U. Savings Directive.

Under E.U. Council Directive 2003/48/EC on the taxation of savings income (the “E.U. Savings
Directive), member states are required to provide to the tax authorities of another member state details of
payments of interest (and other similar income) paid by a person within its jurisdiction to (or collected by such a
person for) an individual resident or certain other types of entity established in that other member state. However,
for a transitional period, Luxembourg and Austria are instead required (unless during that period they elect
otherwise) to operate a withholding system (subject to a procedure whereby, on meeting certain conditions, the
beneficial owner of the interest or other income elects for the exchange of information) in relation to such
payments, deducting tax at a rate of 35% (the ending of such transitional period being dependent upon the
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conclusion of certain other agreements relating to information exchange with certain other countries). A number of
non-E.U. countries and certain dependent or associated territories of certain member states have adopted similar
measures (either provision of information or transitional withholding) in relation to payments made by a person
within its jurisdiction to (or collected by such a person for) an individual resident in a member state or to certain
limited types of entity established in a member state. In addition, the member states have entered into provision of
information or transitional withholding arrangements with certain of those dependent or associated territories in
relation to payments made by a person in a member state to (or collected by such a person for) an individual
resident in one of those territories or to certain limited types of entities established in one of those territories. The
European Commission has proposed certain amendments to the E.U. Savings Directive which may, if
implemented, amend or broaden the scope of the requirements described above.

Changes of law in England and Wales may impact the rights of noteholders.

The terms of the Notes are based on the laws of England and Wales in effect as of the date of this offering
memorandum. The Issuer cannot give any assurance as to the impact of any possible judicial decision or change to
the laws of England and Wales or administrative practice after the date of this offering memorandum.
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EXCHANGE RATE INFORMATION

The following tables set forth, for the periods indicated, the high, low, period end and average Czech
National Bank rate expressed as Czech crowns per U.S.$1.00 and Czech crowns per €1.00. The average rate for a
year means the average of the Czech National Bank rate on the last day of each month during a year. The average
rate for a month, or for any shorter period, means the average of the daily Czech National Bank rate during that
month, or shorter period, as the case may be.

The rates may differ from the actual rates used in the preparation of our audited consolidated financial
statements and other financial information appearing in this offering memorandum. Neither we nor the Initial
Purchasers represent that the U.S. dollar or Euro amounts referred to below could be or could have been converted
into CZK at any particular rate indicated or at any other rate.

The Czech National Bank rate of the CZK on March 27, 2012 was CZK 18.46 per U.S.$1.00 and CZK
24.61 per €1.00.

Exchange Rates

High Low Period End Average
(CZK per U.S.$1.00)
Year
2007 ittt 21.84 17.66 18.08 20.15
2008ttt 20.44 14.45 19.35 17.11
20009ttt 23.33 16.89 18.37 19.06
207001ttt 21.70 17.12 18.75 19.17
20T T et 20.10 16.27 19.94 17.60
Month
January 2012 ..o.ooiiieee e 20.32 19.11 19.11 19.79
February 2012 ...c.ooiieieeeeeeee e 19.46 18.48 18.48 18.94
March 2012 (through March 27) ......ccccevveviievennnen. 18.96 18.46 18.46 18.72
Exchange Rates
High Low Period End Average
(CZK per €1.00)

Year
2007 ettt 28.78 26.00 26.62 27.74
2008ttt 26.93 22.97 26.93 25.05
20009t 29.47 25.09 26.47 26.50
20700ttt 26.37 24.41 25.06 25.27
20T T et 26.03 24.01 25.80 24.60
Month
January 2012 ..o 2591 25.16 25.19 25.53
February 2012 ...cc.ooiiiieieieieiceceeecee e 25.27 24.80 24.84 25.04
March 2012 (through March 27) ......ccoocevveviiiieen. 24.89 24.47 24.61 24.67
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USE OF PROCEEDS

We estimate that the net proceeds from the sale of the Notes will be approximately U.S.$988.9 million after
deducting the Initial Purchasers’ commissions and certain estimated expenses to be incurred in connection with
this offering including legal, accounting and other professional fees incurred in connection therewith that are to be
borne by the Issuer. The net proceeds from the sale of the Notes will be used for general corporate purposes.
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CAPITALIZATION

The following table sets forth on a consolidated basis our cash and cash equivalents and our capitalization
as of December 31, 2011: (i) on an actual basis and (ii) as adjusted to reflect the issuance of the Notes and the use
of proceeds. The historical financial information has been derived from our audited consolidated financial
statements, prepared in accordance with IFRS, which are incorporated by reference into this offering
memorandum.

You should read this table in conjunction with “Risk Factors,” “Use of Proceeds,” “Description of Other
Indebtedness,” “Management s Discussion and Analysis of Financial Condition and Results of Operations” and
our audited consolidated financial statements, including the notes thereto, which are incorporated by reference into
this offering memorandum. Except as set forth below, there have been no material changes to our capitalization
since December 31, 2011.

As of December 31, 2011
Actual Adjustments As adjusted
(CZK in millions)

Cash and cash equivalents....................ccooovviviiiiiiiiieeece, 22,062 19,718 41,7801@
Debt:
Short-term debt:
Short-term bank 10ans ..........ocoovvviviiiiiiiiiieeeeeeeee e 4,333 - 4,333
Bank overdrafts ..........oooovvviiiiiiiieee e 1,167 - 1,167
Total short-term debt ..................ccccooeiiiiiiiie, 5,500 - 5,500
Long-term debt:
2022 Notes offered hereby®@...........ccoeeirineeerineeeeeeees - 13,808 13,808
2042 Notes offered hereby@.........ccovvieivieirieiieieeeeeeee, - 5,910 5,910
Other long-term debt ..........occeiieiiriieiieeeeee e 183,949 - 183,949
Total long-term debt...............coooviiiiiiiiiiiie e 183,949 19,718 203,667
Total debt..........ccoooviiiiiii e 189,449 19,718 209,167
Total shareholders’ equity..............cccccooiiiiiiniiniiinii e 226,713 - 226,713
Total capitalization ..................cocoiiiiiiiii e, 416,162 19,718 435,880

(1)  After deducting the estimated commissions, fees and expenses incurred in connection with the offering of the Notes.

(2)  The translation of the U.S.$1,000,000,000 aggregate principal amount of the Notes to Czech crowns is based on a conversion at the
Czech National Bank rate on December 31, 2011 of CZK 19.94 per U.S.$1.00. Please see “Exchange Rate Information.”

In January 2012, CEZ, a. s. offered to purchase €500,000,000 5.125% notes due 2012 issued under its
EMTN Program and €500,000,000 4.125% notes due 2013. As a result of this offer, CEZ, a. s. repurchased the
2012 notes in the nominal amount of €221,711,000 and the 2013 notes in the nominal amount of €127,800,000.

In January 2012, the Group concluded a bilateral loan facility agreement in the amount of €40 million with
Goldman Sachs Bank USA. The maturity of the loan facility is three years. The proceeds from the loan will be
used for general corporate purposes.

In February 2012, CEZ, a. s. signed the first tranche of a loan facility agreement amounting up to
€100 million with the European Investment Bank to support financing of investments into reinforcement and
development of the distribution grid in the Czech Republic.

In March 2012, CEZ, a. s. successfully priced a twenty-year registered bond issue
(Namensschuldverschreibung) under German law for the amount of €40 million. The coupon was set at 4.700%
per annum. The expected settlement date is April 2, 2012.
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SELECTED FINANCIAL INFORMATION

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

With the exception of certain non-IFRS financial measures discussed in “Presentation of Financial
Information,” the financial information as of and for the years ended December 31, 2009, 2010 and 2011 included
in this offering memorandum has been derived from our audited consolidated financial statements as of and for the
years ended December 31, 2009, 2010 and 2011 prepared in accordance with IFRS, which are incorporated by
reference into this offering memorandum.

Our consolidated financial statements as of and for the year ended December 31, 2010 were restated in
2011 to reflect the final accounting for our acquisition of Teplarna Trmice, a.s. in May 2010. Our consolidated
financial statements as of and for the year ended December 31, 2010 were prepared using provisional accounting
for the acquisition, based on book values. In connection with the preparation of our interim consolidated financial
statements for the six months ended June 30, 2011, we completed the final accounting for the acquisition based on
determined fair values of acquired identifiable assets and liabilities as of the date of the acquisition. This final
accounting indicated variations from the initial accounting determined provisionally and used in the audited
consolidated financial statements for the year ended December 31, 2010. As a result, solely for purposes of the
audited consolidated financial statements for the year ended December 31, 2011, financial data for the 2010
comparison-year was restated to conform to the definitive valuations of acquired assets and liabilities. The restated
financial data for the 2010 comparison year was audited in connection with the audit of our consolidated financial
statements for the year ended December 31, 2011. In this section, as well as in other sections of this offering
memorandum, we present restated financial data for the year ended December 31, 2010 alongside financial data
for the years ended December 31, 2009 and 2011 for comparison purposes only.

For the convenience of the reader, this offering memorandum contains translations of certain Czech crown
amounts into U.S. dollars based on the Czech National Bank rate on December 31, 2011 of CZK 19.94 per
U.S$1.00.

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, 2009, 2010 and 2011, including the notes thereto,
which are incorporated by reference into this offering memorandum. Please also see “Presentation of Financial
Information,” “Risk Factors,” “Management s Discussion and Analysis of Financial Condition and Results of
Operations” and “Capitalization” herein.
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Income Statement Data

The following table sets forth summary consolidated income statement data of the CEZ Group for the years
ended December 31, 2009, 2010 (as originally reported, and as restated) and 2011.

Revenues:
Sales 0f eleCtIiCILY ....c.ooveueuiirieiiiriciciircicee e
Gains and losses from electricity, coal and gas

derivative trading, net.........c..cccoeveecnivccreneccnnnnes

Sales of gas, coal, heat and other revenues...................

Operating expenses:
Fuel oo
Purchased power and related services...
Repairs and maintenance....................
Depreciation and amortization...............coeeeveerveriereenene
Salaries and Wages.........c.cccoveueuioirieueieiniceieeceeeeeaeae
Materials and SUPPES .......cceeeveeveriririeeeircceeeeee
Emission rights, Net .........coeccoivneinnncnnncineeceen
Other operating eXpenses...........c.ccuveueueeeruerereereueereenene

Income before other income (expenses)
and iNCOMe taAXES ..........c.ocooviviiiiieieieeee e
Other iNCOME (EXPENSES) ..uvverervemierirrenieiereereenieiereereereeeens

Income before income taxes...........c..ccccevervvieneniienenns
INCOME tAXES ..veenvieeiiieiieeieeiie e

Net iNCOME ..ot

Balance Sheet Data

The following table sets forth summary consolidated balance sheet data of the CEZ Group as of
December 31, 2009, 2010 (as originally reported, and as restated) and 2011.

Assets:
Total property, plant and equipment.............cccoeeueeennene
Total other non-current assets..........ccoeeeeeriererreeeennenne

Total NON-CUITENt ASSELS ....evvevierieeieiieieeiierieie e
Total current assets

Total assets ..........cccoeiiiiiiiiiiiiiee e

Equity and Liabilities:
Total equity attributable to equity holders of the parent .
Total QUILY c.ouvveveeeieecceietct e
Total long-term labilities .........ccceeevveiririeieereecees
Deferred tax liability......
Total current liabilities

Total equity and liabilities

For the year ended December 31,

2009 2010 2010 2011
(audited) (audited) (restated) (audited) 2011

(U.S.$ in

(CZK in millions) millions)
173,494 175,277 175,277 181,793 9,117
6,894 5,392 5,392 5,843 293
15,964 18,179 18,179 22,125 1,110
(15,805) (16,946) (16,946) (17,145) (860)
(48,170) (54,353) (54,353) (65,865) (3,303)
(6,043) (5,465) (5,465) (5,014) (251)
(22,876) (24,032) (24,060) (25,770) (1,292)
(18,116) (18,717) (18,717) (18,105) (908)
(5,272) (4,844) (4,844) (5,478) (275)
305 2,388 2,148 2,895 145
(12,176) (11,822) (11,823) (13,737) (689)
68,199 65,057 64,788 61,542 3,087
(3,253) (6,108) (6,108) (9,590) (481)
64,946 58,949 58,680 51,952 2,606
(13,091) (11,791) (11,739) (11,199) (562)
51,855 47,158 46,941 40,753 2,044

As of December 31,
2009 2010 2010 2011
(audited) (audited) (restated) (audited) 2011

(U.S.$ in

(CZK in millions) millions)
328,805 361,066 362,510 386,863 19,401
86,150 86,968 85,764 80,716 4,048
414,955 448,034 448,274 467,579 23,449
115,304 95,657 96,101 130,528 6,546
530,259 543,691 544,375 598,107 29,995
200,361 221,611 221,431 226,713 11,370
206,675 227,051 227,052 232,078 11,639
177,181 198,061 198,061 223,691 11,218
15,335 17,902 18,191 16,946 850
131,068 100,677 101,071 125,392 6,288
530,259 543,691 544,375 598,107 29,995
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Statement of Cash Flow Data

The following table sets forth summary consolidated cash flow statement data of the CEZ Group for the
years ended December 31, 2009, 2010 (as originally reported, and as restated) and 2011.

For the year ended December 31,

2009 2010 2010 2011
(audited) (audited) (restated) (audited) 2011

(U.S.$ in

(CZK in millions) millions)
Net cash provided by operating activities .............cccevvrnene 87,354 77,165 77,165 61,773 3,098
Total cash used in investing activities (99,022) (65,584) (65,584) (52,876) (2,652)
Total cash provided by (used in) financing activities........ 22,230 (15,592) (15,592) (8,419) (422)
Net effect of currency translation in cash...........ccceoveenene (1,138) (530) (530) (602) (30)
Net increase (decrease) in cash and cash equivalents... 9,424 (4,541) (4,541) (124) 6)
Cash and cash equivalents at the beginning of the period... 17,303 26,727 26,727 22,186 1,113
Cash and cash equivalents at the end of the period........... 26,727 22,186 22,186 22,062 1,107

Other Financial Information

The following table sets forth certain 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,

2010
2009 2010 (restated) 2011 2011
(U.S.$ in
(CZK in millions, except percentages) millions)
EBIT ...t 68,199 65,057 64,788 61,542 3,086
EBITDA ..ot 91,075 89,089 88,848 87,312 4,379
EBITDA Margin .......cccccccciiiiieiiiiiiiiiecccceecene 46.4% 44.8% 44.7% 41.6%
NEt DD .o 124,412 134,538 134,538 159,363 7,992

The non-IFRS measures presented below 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. These non-IFRS measures and ratios 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 or any other
generally accepted accounting principles, or as alternatives to cash flow from operating, investing or financing
activities.

Our non-IFRS measures have limitations as analytical tools, and you should not consider them in isolation,
or as a substitute for analysis of our results as reported under IFRS as set out in our audited consolidated financial
statements and you should not place any undue reliance on our non-IFRS measures.

The following table illustrates the methodology we use to determine our Net Debt as of December 31,
2009, 2010 (as originally reported, and as restated) and 2011. Net Debt is a non-IFRS financial measure. Please
see “Presentation of Financial Information—Non-IFRS Measures.”
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For the year ended December 31,

2009 2010 2010 2011
(audited) (audited) (restated) (audited) 2011
(U.S.$ in
(CZK in millions) millions)
Long-term debt:
Total bonds and debentures .............ccccceeveeeeveeireeeennnne. 111,031 137,166 137,166 151,107 7,578
Total long-term bank and other loans............cccccoveeenens 14,522 17,660 17,660 32,842 1,647
Short-term loans:
Short-term bank 10ans.............cccoeveeveevieiiieeieeeceeeiene 25,310 8,306 8,306 4,333 217
Bank overdrafts................. 1,336 1,312 1,312 1,167 59
Other short-term borrowings 4,611 - - - -
Cash and cash equivalents..........ccoceceoernecnnircrnnnne. (26,727) (22,163) (22,163) (22,062) (1,106)
Highly liquid financial assets™)...........ccccvvveveinnienne (5,671) (7,743) (7,743) (8,024) (402)
Net Debt ..o 124,412 134,538 134,538 159,363 7,993

(1)  Highly liquid financial assets are selected financial assets of the CEZ Group that can be very quickly transferred into cash, such as

money market funds and highly liquid bonds.

The following table is a reconciliation of EBIT and EBITDA to net income for the years ended

December 31, 2009, 2010 (as originally reported, and as restated) and 2011. EBIT and EBITDA are non-IFRS
financial measures. Please see “Presentation of Financial Information—Non-IFRS Measures.”

For the year ended December 31,

2010
2009 2010 (restated) 2011 2011
(U.S.$ in
(CZK in millions, except percentages) millions)
Net INCOME ... 51,855 47,158 46,941 40,753 2,044
INCOME tAXES ..veevvieeiiieiieeieeciie e 13,091 11,791 11,739 11,199 562
Total other INCOME/(EXPENSES) ....euvrveremrreerereereereieieieneeees 3,253 6,108 6,108 9,590 481
EBIT ..o 68,199 65,057 64,788 61,542 3,087
Depreciation and amortization............c..cceeevveeeerereeeenenne (22,876) (24,032) (24,060) (25,770) (1,292)
EBITDA ..ottt 91,075 89,089 88,848 87,312 4,379
EBITDA Margin .....c.ccoeeueuiuiuiiiiiieieieeeeieeneeeeeeene 46.4% 44.8% 44.7% 41.6%
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following is a discussion and analysis of the results of operations and financial condition based upon
the audited consolidated financial statements of the CEZ Group as of and for the years ended December 31, 2009,
2010 and 2011, as prepared in accordance with IFRS, as adopted by the E.U., which are incorporated by reference
in this offering memorandum. Please see “Annex B—Documents Incorporated by Reference.” We restated our
financial statements for the year ended December 31, 2010, although this restatement did not materially affect our
financial results. Please see “Presentation of Financial Information.” You should read the following discussion in
conjunction with the financial statements and related notes thereto incorporated by reference in this offering
memorandum. The statements in this discussion regarding industry outlook, our expectations regarding our future
performance, liquidity and capital resources and other non-historical statements in this discussion are forward-
looking statements. These forward-looking statements are subject to numerous risks and uncertainties, including,
but not limited to, the risks and uncertainties described in the “Risk Factors” and “Forward-Looking Statements”
sections of this offering memorandum. Our actual results may differ materially from those contained in, or implied
by, any forward-looking statements.

Overview

We are the largest electricity generation and distribution company and one of the largest companies in the
Czech Republic on the basis of revenues and total assets. We had revenues of CZK 196.4 billion, CZK
198.8 billion and CZK 209.8 billion and EBITDA of CZK 91.1 billion, CZK 88.8 billion and CZK 87.3 billion
(resulting in EBITDA Margins of 46.4%, 44.7% and 41.6%) for the years ended December 31, 2009, 2010 and
2011, respectively.

Our core business is the generation, distribution and sale of electricity. According to data published by the
Czech Energy Regulatory Office (the “ERO”), we accounted for approximately 72% of electricity generated, 63%
of installed electricity generation capacity, 61% of electricity distribution in terms of the number of connection
points and 38% of electricity sold to end-consumers in the Czech Republic in the year ended December 31, 2011.
These activities accounted for approximately 91% of our EBITDA for the same period. According to the ERO, we
are the largest producer of brown coal in the Czech Republic, accounting for approximately 54% of the total
volume of brown coal produced in the Czech Republic in 2011.

Our generation business owns and operates power plants primarily located in and connected to the
transmission system in the Czech Republic, which generate electricity predominantly from brown coal and nuclear
energy. We also own coal-fired power plants in Poland and Bulgaria and wind and hydro power plants in Romania.
Our distribution business delivers electricity from the transmission system to end-consumers in the Czech
Republic and, to a lesser extent, in Albania, 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 Albania,
Bulgaria and Romania. Our trading business purchases and sells electricity and energy commodities in the
wholesale market, including electricity sold by us to our end-consumers, and also 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; and the provision of ancillary services to transmission system
operators.

The table below sets forth certain information relating to our generation, distribution and sales businesses
for the year ended December 31, 2011.

Electricity distributed to Electricity sold to
Electricity generated, year ended end-consumers, year end-consumers, year
December 31, ended December 31, ended December 31,
2009 2010 2011 2009 2010 2011 2009 2010 2011
(GWh)
Central Europe:
Czech Republic .............. 60,842 63,264 63,321 31,761 32,937 32,613 25,224 24,564 21,969
Poland ......cccoeovniicins 2,261 2,063 2,204 — — — 612 660 95
Other ....coovvviviviiiiiie — — — — — — 1,452 2,169 2,432
Total ..o 63,103 65,327 65,525 31,761 32,937 32,613 27,288 27,393 24,496
South East Europe
Albania........cccoeeeeueennne — — — 4,112 4,380 4,487 4,264 4,606 5,031
Bulgaria .... 2,241 2,850 3,043 8,786 8,892 9,193 9,054 9,376 10,024
Romania........ccccceeuiennne — 256 641 7,073 6,994 7,335 3,213 3,219 3,295
Total ..o 2,241 3,106 3,684 19,971 20,266 21,015 16,531 17,201 18,350
Total.......c.ocoooviiiiiiis 65,344 68,433 69,209 51,732 53,203 53,628 43,819 44,594 42,846
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Factors That Affect Our Results of Operations
Wholesale Electricity Prices

We sell a majority of the electricity we generate in liberalized markets, either to end customers or
professional counterparties via OTC transactions at prevailing prices or via power exchanges (primarily the PXE
in Prague and the EEX in Leipzig). As such, all related revenues are subject to fluctuations in wholesale electricity
prices. Since electricity markets are liberalized in the Czech Republic and neighboring European Union countries,
prices in these markets are closely correlated. In particular, wholesale electricity prices in the Czech Republic are
fairly similar to those in Germany, with a difference fluctuating at around €1-€2/MWh, which reflects fluctuations
in the cost of transferring electricity across the border. Accordingly, the prices at which CEZ entities sell the
electricity they produce may reflect events outside their respective domestic territories, such as the development of
gas and hard coal prices, prices of emission allowances, demand-supply dynamics in the German power market,
and other factors. The impact of wholesale power price fluctuations on our operating profit is further exacerbated
by the fact that the variable costs of generating electricity through our Czech generation fleet are fairly stable and
not related to the factors that drive electricity prices in the region. Accordingly, our margins are directly impacted
when electricity prices change. We also sell electricity in regional markets outside the Czech Republic, where
different factors such as government and industry regulation and type and price of fuel used for generation may
drive electricity prices. Our variable cost structure is different in those markets, leading to different patterns of
volatility that impact our results.

In order to reduce the impact of this price volatility, we sell most of the electricity we generate on a one- to
three-year forward basis, and recently began selling smaller amounts of electricity generated for as long as eight
years forward in the wholesale market. As of December 31, 2011, we had sold substantially all of the electricity
we expect to generate in 2012 (100% corresponds to 55-60 TWh of our expected annual generation in the Czech
Republic) and we have entered into additional long-term contracts for approximately 1.75 TWh of annual delivery
extended through 2020. Please see “Business—Qur Business—Trading.” Accordingly, wholesale price decreases
may not immediately affect our financial performance and results of operations. For example, the global economic
crisis that began in 2008 caused substantial declines in electricity prices in the Czech Republic, when one year
forward electricity prices fell from almost €90/MWh in the summer of 2008 to close to €40/MWh in early 2009.
The decline did not fully affect us until the year ended December 31, 2010. Since 2009, prices have remained
relatively stable in the €45/MWh to €55/MWh range, but increased above €55/MWh in March 2011, due to an
accident at the Fukushima Daiichi nuclear reactor in Japan and the related shutdown of nuclear reactors in
Germany. The table below sets forth the high, average and low prices for one year forward electricity prices in the
Czech Republic for the years ended December 31, 2009, 2010 and 2011.

One year forward electricity prices in the Czech Republic

High Low Period end Average
(€/MWh)
Year
2009 ..o 58.81 40.25 42.70 47.43
2010 i 52.50 42.70 50.50 47.65
2011 e 58.20 49.05 50.90 53.99

Source: Bloomberg

Our sales business procures electricity at prevailing market prices and resells it with certain margins. In
most cases, these margins are determined by the competition in the relevant market. As such, the results of
operations of our sales business are not significantly influenced by volatility of wholesale power prices.

We also enter into speculative electricity trades, whereas results of such trading activity depend on
movements of wholesale electricity prices. Such activity, nevertheless, is fairly limited, particularly when
compared to the exposure of our generation business to power prices. The maximum exposure we may take
through proprietary trading is closely and continuously monitored by our Risk Management Unit and is subject to
limits setting the maximum risk of loss on our proprietary trading portfolio (“Value at Risk). The potential open
positions over a longer time period are limited by a daily Value at Risk limit of CZK 163 million. As
of December 31, 2011, our one day Value at Risk in our proprietary trading portfolio amounted to CZK 44 million.

Currency Exchange Rate Fluctuations

We sell the electricity we generate in the Czech Republic on markets such as the PXE, the EEX and on the
electronic OTC broker platform, which trade electricity contracts denominated in Euro, or to domestic end
customers. As a result, the revenues we receive from these sales are either denominated in Euro or denominated in
Czech crowns, but derived from Euro-denominated electricity prices and the €/CZK exchange rate at the time the
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contract concludes. Please see “Exchange Rate Information” for the average €/CZK and U.S.$/CZK exchange
rates for the years ended December 31, 2009, 2010 and 2011. Substantially all of our operating expenses and
capital expenditure needs related to power generation in the Czech Republic are denominated in Czech crowns,
however, leading to substantial foreign exchange risk. We use Euro-denominated liabilities and incur Euro-
denominated debt as a natural hedge against exchange rate fluctuations, and endeavour to partially cover
remaining open positions by entering into hedging transactions, primarily foreign exchange forward contracts. We
account for and report our hedging activity under IFRS hedge accounting principles. Please see “—Critical
Accounting Policies and Estimates—Hedge Accounting.” As of December 31, 2011, we had €5.6 billion in
Eurobond and Euro-denominated bank loan indebtedness and the fair value of our currency forward contracts and
swaps qualified as hedging instruments amounted to CZK (1,690) million. We also intend to enter into currency
swaps with respect to the aggregate principal amount of the Notes.

Our non-Czech businesses typically operate within their domestic markets, but still encounter foreign
exchange transaction risk, because, for example, they receive certain parts of their revenues in Euro (or derived
from Euro-denominated prices) or have indebtedness denominated in currencies other than local currencies, and
incur costs in local currencies or vice versa. Similarly to the Czech Republic, we seek to use natural hedging or
enter into hedging transactions in order to mitigate foreign exchange risk.

In addition, we present our consolidated financial statements in Czech crowns. As a result, the assets,
liabilities, revenue and expenses of all of our operations with functional currencies other than the Czech crown
must be translated into Czech crown at the applicable exchange rate, being the spot rate for assets and liabilities,
and the average period rate for revenues and expenses in the given period. Consequently, increases or decreases in
the value of the Czech crown may affect the value of these items with respect to our non-crown businesses in our
consolidated financial statements, even if their value has not changed in their original currency. Please see “—
Explanation of Key Income Statement Items—Other Income (Expenses)—Foreign exchange rate gains (losses),
net.” For example, a stronger Czech crown will reduce the reported results of operations of our non-CZK
businesses, and conversely a weaker Czech crown will increase the reported results of operations of our non-CZK
businesses. These translations could significantly affect the comparability of our results between financial periods
or result in significant changes to the carrying value of our assets, liabilities and stockholders’ equity. Please see
“—Qualitative and Quantitative Disclosures about Market Risk—Foreign Currency Risk.” In the years
ended December 31, 2009, 2010 and 2011, we recognized foreign currency translation losses of CZK 1.2 billion,
CZK 2.9 billion and CZK 0.6 billion, respectively.

Consumers’ Demand for Electricity

Consumers’ demand for electricity has a material effect on the results of our operations, mainly on the
electricity sale businesses. Several factors affect the demand for electricity, such as weather, seasonality and
general economic conditions and/or worsening economic conditions and industrial output. For example, revenues
and operating profits within the Distribution and Sale segments (both CE and SEE) (as defined below) are
typically slightly higher during the first and fourth quarters of the calendar year, reflecting the increased demand
for electricity during winter months. Accordingly, unusually warm winter temperatures may reduce consumers’
demand for electricity, and correspondingly reduce our financial performance and results of operations.

According to the ERO, end-consumer electricity consumption in the Czech Republic fell by 5.6% for the
year ended December 31, 2009 due to the global recession, but increased by 2.7% for the year ended December
31,2010, as a result of the economic recovery and lower average temperatures in the Czech Republic (with
wholesale demand increasing by 5.1% over the period), and increased by 1.1% for the year ended December 31,
2011 (with wholesale demand increasing by 1.9% over the period).

Regulation

Electricity generation and supply activities are liberalized in the Czech Republic and elsewhere throughout
the European Union, although electricity distribution is not open to competition and is regulated. Accordingly,
electricity generation and supply activities are exposed to competition, even though the degree of that exposure in
practical terms differs from country to country. Nevertheless, individual countries and the European Commission
apply various rules and utilize various schemes through which they try to influence behaviour of individual market
participants, particularly with respect to electricity generation activities. Examples of these measures include
various support schemes designed to encourage electricity generation by renewable sources, an E.U.-wide CO,
trading scheme, emission limits, and measures aimed at increasing interconnection between national power
transmission grids.

Our electricity distribution and heat businesses, which comprised 14.9%, 19.9% and 21.5% of our
consolidated EBITDA for the year ended December 31, 2009, 2010 and 2011, respectively, is not liberalized
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throughout the European Union, however, and regulators determine the prices that may be charged for these
regulated activities. We are therefore exposed to pricing decisions of the regulators in those jurisdictions. Please
see “Risk Factors— Risks Related to Our Business and Operations— 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.” In the
Czech Republic, for example, the ERO regulates the price that can be charged for distributing electricity. The
regulation allows the distribution company to recover its eligible costs plus profit, determined as WACC over
certain Regulatory Asset Base. The ERO allowed us to realize gross margins on our Czech distribution business of
CZK 16.7 billion for the year ended December 31, 2009, CZK 19.1 billion for the year ended December 31, 2010
and CZK 21.5 billion for the year ended December 31, 2011. Please see “Regulation—Czech Republic—
Transmission and Distribution of Electric Energy—Price of Electricity.” Heat production is similarly regulated in
the Czech Republic; the ERO provides the procedures for calculating the price that may be charged for heat,
allowing for recovery of economically justifiable expenses, an approved profit margin and value added tax. Please
see “Regulation—Czech Republic— Heating Energy Sector—Heat Generation and Prices.” Regulatory bodies in
South East Europe have similar authority and use similar approaches. Please see “Regulation.”

Changes in Tax Laws

We are subject to tax laws across a number of jurisdictions. Changes in tax laws may have a material effect
on our financial performance and results of operations. For example, the Czech government allocates free-of-
charge emission allowances to CEZ (as well as other CO, emitters) under the Emission Allowances Act (as defined
below). In 2011, however, economic and political events in the Czech Republic caused the Czech government to
amend tax laws, pursuant to which the free allocation of emission allowances in 2011 and 2012 became subject to
a gift tax of 32% of the average market value of all allowances allocated (with market values to be determined by
the Czech Ministry of Finance). Please see “Regulation—Czech Republic—Electric Energy Sector—Electricity
Generation—Taxation of allocated emission allowances during phase I1.”” As a result of this new gift tax, we paid
CZK 3.6 billion in new taxes for the year ended December 31, 2011 and we expect to pay CZK 2.1 billion in 2012
(based on the most recent market price for emission allowances).

In addition, jurisdictions across the European Union (including the Czech Republic) have begun imposing
new taxes on photovoltaic plants. These new taxes in some cases effectively cancel out government “green
energy” subsidies in the form of guaranteed minimum electricity purchase prices or “green bonuses.” Please see
“Regulation.” In the Czech Republic, for example, the revenues derived from the sale of photovoltaic electricity
under the Czech Republic’s guaranteed purchase price scheme are subject to a special 26% tax from 2010 through
2013 and the “green bonuses” received from the Czech government are subject to a special 28% tax in the same
periods.

Our effective tax rate for the years ended December 31, 2009 and 2010 was 20% and was an estimated
22% for the year ended December 31, 2011.

Fuel and Emission Allowances Prices

We purchase two key commodities as part of our electricity generation activities: fuel (mainly brown coal
and nuclear fuel) and emission allowances.

Fuel As part of our electricity production activities, we are required to purchase and consume large
quantities of brown coal and nuclear fuel, and smaller quantities of black coal, gas, biomass and other alternative
fuels. Approximately 18 million tons, or 64%, of the coal we use to produce electricity is provided within the
Group by Severoceké doly. The remainder is purchased from external providers, including Czech Coal a.s.,
Sokolovska uhelna a.s. and OKD a.s. Most of our brown coal-fired power plants in the Czech Republic are located
in north Bohemia, near the mines that supply our coal, limiting relevant logistics costs. All nuclear fuel is procured
from external providers DIAMO s.p. and JSC TEVEL. Our external fuel costs, including coal, nuclear fuel and
biomass, increased by CZK 0.2 billion, or 1.2%, from CZK 16.9 billion in the year ended December 31, 2010 to
CZK 17.1 billion in the year ended December 31, 2011, and accounted for 11.6% of our operating expenses for the
year ended December 31, 2011, compared to 12.6% of our operating expenses for the year ended December 31,
2010. Our external fuel costs, including coal, nuclear fuel and biomass, increased by CZK 1.1 billion, or 7.2%,
from CZK 15.8 billion in the year ended December 31, 2009 to CZK 16.9 billion in the year ended December 31,
2010), and accounted for 12.6% of our operating expenses for the year ended December 31, 2010, compared to
12.3% of our operating expenses for the year ended December 31, 2009. Please see “Business—Fuel.”

Emission allowances. In 2005, the European Union introduced an emission allowance trading scheme, and
we were allocated free emission allowances by the Czech government and government entities in Poland and
Bulgaria. Please see “Regulation.” We use emission allowances in two ways: first, we use emission allowances
allocated by government entities (plus purchases of emission allowances on the open market, if needed) to offset
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our actual emissions, and second, we buy and sell emission allowances (along with excess emission allowances
not used in our production activities) as part of our trading activity. Such trading activity also includes trading in
Emission Reduction Units and Certified Emission Reductions issued under the Kyoto Protocol, which may be used
to offset our actual emissions (within certain limits), or may be converted into European Emission Trading Scheme
CO, allowances the following year.

In the years ended December 31, 2009, 2010 and 2011, we recognized net gains of CZK 0.3 billion, CZK
2.1 billion and CZK 2.9 billion, respectively, with respect to emission allowance and trading activity. Starting in
2013, E.U. governments will be required to auction their respective emission allowances for cash consideration. A
partial derogation from the rule has been granted to certain countries whose GDP per capita falls below a certain
threshold and whose generation fleet relies heavily on hydrocarbon fuels—including the Czech Republic and
Poland. The derogation applies to a maximum of 70% of emission allowances allocated in these countries in 2013
and scales down annually, reaching zero in 2020. In exchange for the derogation, the respective countries must
ensure that the proceeds they would have otherwise obtained from the auctions will be invested in CO, emission-
reducing projects approved by the European Commission. On September 21, 2011, the Czech government
approved a national plan for investments in retrofitting and upgrading infrastructure and clean technologies in the
energy sector, which forms part of the application submitted on September 30, 2011 to the European Commission.
If the European Commission does not approve this plan, we may be required to purchase emission allocations
from the Czech government beginning in 2013 (to the extent our allowance needs will not be covered through
open market purchases).

Capital Expenditures

Capital expenditures are necessary to maintain and improve the operations of our facilities and meet
regulatory and prudent operating standards. Construction and maintenance costs have increased throughout the
power industry over the past several years, and future costs will be highly dependent on the cost of components
and availability of contractors that can perform the work necessary to maintain and improve respective facilities.
Since January 1, 2009, we have invested approximately CZK 20.7 billion towards improving the efficiency of our
current brown coal-fired power plants in the Czech Republic, CZK 29.9 billion towards increasing our renewable
generation capacity (particularly a wind farm in Romania and photovoltaic power plants in the Czech Republic),
CZK 37.8 billion to improve our distribution networks and CZK 25.4 billion to improve our nuclear energy
generation facilities. Please see “—Liquidity and Capital Resources—Capital Expenditures and Acquisitions.” Our
long term investment strategy also includes the construction of two new nuclear units at the Temelin nuclear power
plant. This project is currently in the bidding stage, and the expected capital expenditure range is wide. We do not
plan to commit to making any significant capital expenditures until the details of the design and all necessary
permits are fully in place, which is expected to occur in 2016. We expect to finance the related capital
expenditures through a combination of debt issuances and operating cash flow. Please see “—Liquidity and Capital
Resources—Capital Expenditures.”

Geographical and Operating Segments

We manage and operate our business, and analyze and report our results, through two levels of
segmentation: first, by the geographical location of the assets used to operate our business, and second, by the
nature of the products and services that we offer within each geographic area.

We distinguish our results between two geographic regions: Central Europe (“CE”), consisting of our
operations in the Czech Republic (which provided approximately 91%, 93% and 93% of the Group’s EBITDA in
the years ended December 31, 2009, 2010 and 2011, respectively), Germany, Hungary, Ireland, the Netherlands
(except for the Dutch company Aken B.V., which we include in the South East Europe geographic region because
it is a subsidiary of a joint venture in Turkey), Poland and Slovakia, and South East Europe (“SEE”), consisting of
our operations in Albania, Bosnia and Herzegovina, Bulgaria, Cyprus, Kosovo, Romania, Russia, Serbia, Turkey,
and the Ukraine. Trading operations that are provided at the Group headquarters are presented in the CE
geographic region.

We divide our operations within each of our geographic segments into four sub-segments according to the
nature of the products we sell and services we provide. Accordingly, we report our results based on the seven
segments set forth below.

. Power Production and Trading CE, which accounted for CZK 55.7 billion, or 63.9% of the Group’s
consolidated EBITDA for the year ended December 31, 2011, and includes our electricity production
activities in the Czech Republic and Poland, heat production and distribution activities in the Czech
Republic and Poland, and energy trading activities in Central and South East Europe. Power
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Production and Trading CE includes our core operating company, CEZ, a. s., which produces
electricity primarily for the Czech market.

Distribution and Sale CE, which accounted for CZK 16.0 billion, or 18.3% of the Group’s
consolidated EBITDA for the year ended December 31, 2011, and (a) purchases electricity produced
or procured by our Power Production and Trading CE businesses and other external producers and
distributes it to industrial, commercial and household consumers in a substantial portion of the Czech
Republic; (b) sells electricity distributed by the Group and other distributors to industrial, commercial
and household consumers in the Czech Republic and Slovakia, and distributors in Poland; and (c)
sells natural gas distributed by non-CEZ Group distributors to industrial, commercial and household
consumers in the Czech Republic and Slovakia.

Mining CE, which accounted for CZK 4.8 billion, or 5.5% of the Group’s consolidated EBITDA for
the year ended December 31, 2011, and comprises our mining activities in Central Europe. We
primarily mine coal for use in our electricity and heat production activities, and sell any excess on the
open market. All of our fully consolidated mining activity occurs in the Czech Republic. A portion of
this segment’s revenues and costs are eliminated when we consolidate our financial statements.

Other CE, which accounted for CZK 5.0 billion, or 5.7% of the Group’s consolidated EBITDA for the
year ended December 31, 2011, and includes services provided to other companies in the Group
(primarily in the Czech Republic), such as delivery of equipment purchased, produced and
manufactured from other companies in this segment, reclamation of mines, and maintenance and
repair services for our electricity distribution network. After ensuring that the Group’s needs are met,
businesses within this segment provide similar services to third parties. A substantial portion of this
segment’s revenues and costs is eliminated when we consolidate our financial statements, and this
segment does not have a significant impact on our consolidated financial results.

Power Production and Trading SEE, which accounted for CZK 2.3 billion, or 2.7% of the Group’s
consolidated EBITDA for the year ended December 31, 2011, and includes our fully consolidated
electricity production activities in Bulgaria and Romania and a joint venture in Turkey.

Distribution and Sale SEE, which accounted for CZK 3.6 billion, or 4.1% of the Group’s consolidated
EBITDA for the year ended December 31, 2011, and (a) purchases electricity produced or procured
by our Power Production and Trading SEE businesses and by other external producers, (b) distributes
it to industrial, commercial and household consumers in Albania and in certain parts of Bulgaria,
Romania and Turkey and (c) sells electricity distributed to industrial, commercial and household
consumers in Albania and in certain parts of Bulgaria, Romania and Turkey.

Other SEE, which accounted for CZK 88 million, or 0.1% of the Group’s consolidated EBITDA for
the year ended December 31, 2011, and includes businesses that provide managerial and supporting
services for CEZ Group companies in South East Europe. A substantial portion of this segment’s
revenues and costs is eliminated when we consolidate our financial statements, and this segment has
an insignificant impact on our consolidated financial results.

The table below illustrates EBITDA for each of our reporting and operating segments for the years
ended December 31, 2009, 2010 and 2011, and expresses each amount as a percentage of consolidated EBITDA
for the relevant period.

Percentage of

EBITDA Consolidated EBITDA
2010 2010
2009 (restated) 2011 2009 (restated) 2011

(CZK in millions) (%)
Power Production and Trading CE .............. 68,464 62,031 55,745 75.2 69.8 63.9
Distribution and Sale CE ..........c..ccceeveeuennne 9,316 13,382 15,996 10.2 15.1 18.3
.................................................... 5,287 4,273 4,793 5.8 4.8 5.5
...................................................... 4,576 4,699 4,996 5.0 53 5.7
...................................................... 87,643 84,385 81,530 96.2 95.0 93.4
Power Production and Trading SEE ............ 244 611 2,310 0.3 0.7 2.6
Distribution and Sale SEE ...........cccccccoeuene. 3,086 3,690 3,551 34 4.2 4.1
.................................................... 82 103 88 0.1 0.1 0.1
.................................................... 3,412 4,404 5,949 3.8 5.0 6.8
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We account for intersegment revenues and transfers as if the revenues or transfers were to third parties, that
is at current market prices or at applicable regulated prices.

Changes to Operating Segments

On January 1, 2010, as part of our efforts to integrate recently-acquired businesses into the Group, we
reclassified certain businesses acquired in 2006 and 2007 from the Power Production and Trading CE segment to
the Distribution and Sale CE segment. When acquired, each of these businesses conducted substantial trading
activities and were therefore classified in the Power Production and Trading CE segment. In late 2009, we
consolidated a majority of our trading activity conducted across the Group (by CEZ Slovensko, CEZ Trade Polska
and CEZ Hungary), to our headquarters in Prague, and we started to provide electricity and natural gas to final
customers through CEZ Slovensko and, as a result, the activities of each of the reclassified businesses were more
aligned with our Distribution and Sale CE segment. Please see “—Discussion and Analysis of Operations—Year
Ended December 31, 2010 Compared With Year Ended December 31, 2009” for a discussion of the ways this
reclassification affected our financial condition and results of operations.

Restatement of 2010 Financial Statements

The Group’s financial statements for the year ended December 31, 2010 were restated in 2011 to reflect the
final accounting for our May 2010 acquisition of Teplarna Trmice, a.s. The Group’s financial statements as of and
for the year ended December 31, 2010 were prepared using provisional accounting for the acquisition, based on
book values. In connection with the preparation of our interim financial statements for the six months
ended June 30, 2011, we completed the final accounting for the acquisition based on determined fair values of
acquired identifiable assets and liabilities as of the date of the acquisition. This final accounting indicated
variations from the initial accounting determined provisionally and used in the audited financial statements for the
year ended December 31, 2010. As a result, for purposes of the audited financial statements for the year
ended December 31, 2011 and to comply with IFRS 3, data for the 2010 comparison-year was restated to conform
to the definitive valuations of acquired assets and liabilities. This restatement did not materially affect our financial
results. Please see “Summary—Summary Financial and Other Information.”

Acquisitions and Divestitures

We have acquired several businesses since the beginning of the year ended December 31, 2009, and we
may continue to do so in the future. Our acquisitions may affect our results of operations and the period-to-period
comparability of our financial statements. Please see “Business—History and Development of the CEZ Group.”

Explanation of Key Income Statement Items
Revenues

We present revenues divided into three main areas: sales of electricity, gains and losses from electricity,
coal and gas derivative trading, net, and sales of gas, coal, heat and other revenues. We recognize revenues when it
is probable that we will receive the economic benefits associated with the transaction and the revenues can be
reliably measured. We recognize sales net of value added tax and discounts, if any. Revenues from the sale of
goods are recognized when such goods are delivered and significant risks and rewards of ownership have passed
to the buyer. Revenues from services provided to third parties are recognized when the services are rendered.

Sales of electricity. Sales of electricity includes revenues from the sale of electricity to end customers,
electricity traders, distribution and transmission companies to cover their grid losses, or through energy exchanges
when such transactions are not classified as derivative trading. Sales of electricity also includes revenues from the
sale of services related to sale of electricity including revenues from sales of ancillary, system, distribution and
other related services.

We recognize revenues from sales of electricity and related services based on the terms of the relevant
contract. Differences between contracted amounts and amounts supplied are settled through the market operator in
the relevant market (OTE a.s., for example, in the Czech Republic). Electricity supplied to customers, but not yet
billed, is recognized at estimated amounts. Our estimate of monthly change in unbilled electricity is derived from
the measured delivery of electricity after deducting invoiced consumption and estimated grid losses, and is also
supported by comparisons to consumption levels for the last measured period for individual locations.

When cash flows from non-derivative sales of electricity denominated in Euro are hedged, we include the
effect of hedging within the sales of electricity line item of our consolidated income statement. Amounts
accumulated in equity from the inception of hedging are transferred to the sales of electricity line item of our
consolidated income statement when the hedged item affects profit or loss.
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Gains and losses from electricity, coal and gas derivative trading, net. Gains and losses from electricity,
coal and gas derivative trading, net, primarily includes revenues from sales of electricity, coal and gas, cost of sold
electricity, coal and gas when such transactions classify as derivative trading, as well as changes in the fair value
of commodity derivatives.

Sales of gas, coal, heat and other revenues. Sales of gas, coal, heat and other revenues includes revenues
from sales of gas, coal and heat to industrial, commercial and household consumers, goods sold, revenues from
related services, revenues from connection fees received from industrial, commercial and residential consumers
connecting to the distribution grid and other operating revenues. Connection fees received from customers are
recognized as revenues when the fees are received.

Operating Expenses

Operating expenses comprise the expenses we incur in the course of operating our business, and includes
the following:

Fuel. Fuel expenses include consumption of fossil energy fuel such as coal and gas, amortization of the cost
of nuclear fuel and consumption of alternative energy fuel such as biomass or waste. Amortization of nuclear fuel
includes charges in respect of additions to the accumulated provision for interim storage of spent nuclear fuel, to
the extent such charges relate to the nuclear fuel consumed during the current accounting period.

Purchased power and related services. Purchased power and related services includes the cost of electricity
purchased from third parties for resale, and costs associated with related services including system services of the
transmission grid, reserved capacity of the transmission and distribution grid, border transmission capacity and
related distribution services. Purchased power and related services also includes the cost of the gas we sell,
including related distribution and storage services, and the cost of the electricity, water and other energies we use
in the ordinary course of our business.

Repairs and maintenance. Repairs and maintenance comprises the costs incurred to repair assets or to keep
assets operating at their present condition, such as maintenance, repairs, and replacement of minor items of
property. Costs associated with the renewal and improvement of assets are capitalized and are therefore not
reported on this line of income statement.

Depreciation and amortization. We depreciate the original cost of property, plant and equipment (less its
residual value) by using the straight-line method over each item’s estimated economic life. We depreciate each
significant component of our property, plant and equipment separately. Intangible assets are amortized over their
useful lives using the straight-line method. We estimate that our property, plant and equipment have useful
economic lives ranging from four to fifty years, and the useful economic lives of our intangible assets range from
three to fifteen years. We review residual values, useful lives and methods of amortization at each financial year
end, and adjust our estimates when appropriate.

Salaries and wages. Salaries and wages includes employee salaries and wages, remuneration of the board
members (including royalties), expenses related to granted share options, social and health security and other
personal expenses, including future employee benefits.

Members of Board of Directors and selected managers have been granted options to purchase common
shares of the Company. We measure the expenses related to the share option plan on the date of the grant, by
reference to the fair value of the share options granted. In case of options that vest immediately, we recognize the
expense directly in profit or loss, with a corresponding increase in equity. In all other cases, we accrue the expense
over the vesting period of the equity instruments granted. The expense recognized reflects our best estimate of the
number of share options that will ultimately vest.

Materials and supplies. Materials and supplies is principally composed of maintenance materials and spare
parts for repairs and maintenance of tangible assets, and also includes the cost of consumed limestone and other
similar materials needed for flue gas treatment. Materials and supplies are recorded in inventory when purchased,
then expensed or capitalized to a plant, as appropriate, when used.

Emission rights, net. Emission rights represent facility owners’ rights to emit CO, and other greenhouse
gases into the atmosphere. Each emission right represents the right to emit one ton of CO, and other greenhouse
gases during a calendar year. Certain companies of the CEZ Group have been granted emission rights free of
charge. Each of these companies is responsible for determining, auditing and reporting the amount of carbon
dioxide and other greenhouse gases produced by its facilities over a calendar year. Prior to April 30 of the
following year, each company is required to remit the number of emission rights that correspond to the number of
tons of CO, and other greenhouse gases actually emitted. In addition to using the emission rights we have been
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allocated for our own emissions, we buy and sell excess emission rights on various exchanges, for operational and
speculative purposes.

Emission rights, net, includes revenues and expenses related to transactions with emission rights, emission
credits (certified emission reductions) and green and similar certificates, such as revenues from emission rights and
credits sold, net book value of emission rights and credits sold, creation and settlement of provisions for CO,
emissions, gains and losses on transactions with emission rights and credits classified as derivatives, changes in
fair value of emission rights and credits held for trading, write off of consumed emission rights and credits and
gained certificates.

Other Income (Expenses)
Other income (expenses) is comprised of:

Interest on debt, net of capitalized interest. Interest on debt, net of capitalized interest, includes interest
resulting from short-term and long-term interest bearing financial liabilities, in particular, from short-term and
long-term bank loans and bonds payable, except capitalized interest. We capitalize all interest incurred in
connection with our construction program that theoretically could have been avoided if expenditures for the
qualifying assets had not been made. Qualifying assets include assets for which construction represents a
substantial period of time.

Interest on nuclear and other provisions. We have provisioned for our obligations to decommission our
nuclear power plants at the end of their operating lives, store the related spent nuclear fuel and other radioactive
waste, initially on an interim basis, and provide financing for subsequent permanent storage of spent fuel and
irradiated parts of reactors. We have also recognized provisions for obligations to decommission and reclaim mines
at the end of their operating lives. Each year, these recognized provisions are increased to reflect the accretion of
discount and to accrue an estimate for the effects of inflation. Interest on nuclear and other provisions represents
these charges.

Interest income. Interest income represents interest revenues from our interest-bearing financial assets and
investments or assets carried at amortized cost using effective interest method such as held-to-maturity
investments.

Foreign exchange rate gains (losses), net. Each Group entity determines its own functional currency and
items included in the financial statements of each entity are measured using that functional currency. Group results
are consolidated and reported in Czech crown, the reporting currency of the CEZ Group. Foreign currency
transactions are translated using the exchange rates prevailing at the dates of the transactions. Foreign exchange
gains (losses), net, represents the net gain or loss resulting from the settlement of such transactions, and from the
translation of monetary assets and liabilities denominated in foreign currencies, except when deferred in equity for
qualifying cash flow hedges.

Gain/Loss on sale of subsidiaries, associates and joint-ventures. Gain/Loss on sale of subsidiaries,
associates and joint-ventures is comprised of income from sales of subsidiaries, associates and joint ventures, and
net book value of related net assets that have been disposed, including goodwill or the portion of goodwill
allocated to the portion of cash-generating units that have been disposed.

Goodwill impairment. Goodwill impairment represents losses that result from impairment tests of goodwill.
We review goodwill for impairment annually, or more frequently if events or changes in circumstances indicate
that carrying value may be impaired. Impairment is determined by assessing the recoverable amount of the cash-
generating unit to which the goodwill relates. We recognize an impairment loss where the recoverable amount of a
cash-generating unit is lower than its carrying amount.

Other income (expenses), net. Other income (expenses), net, includes derivative gains or losses (except
commodity derivatives), gains or losses on the sale of available-for-sale financial assets, changes in impairment of
financial investments, amounts paid under the gift tax on granted emission rights and other financial income and
expenses.

Share of profit (loss) from associates and joint-ventures. Share of profit (loss) from associates and joint-
ventures is comprised of our share of the post-acquisition profits or losses of associates and joint ventures.
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Income Taxes

Our income tax provision includes current corporate tax expense on income or loss reported under local
accounting regulations, adjusted for appropriate permanent and temporary differences from taxable income.
Income taxes are calculated on an individual company basis as the Czech tax laws do not permit consolidated tax
returns. Most of our revenues are earned in the Czech Republic and were taxed at 19% for the years
ended December 31, 2010 and 2011, and 20% for the year ended December 31, 2009.

Deferred income tax is provided, using the liability method, on all temporary differences at the balance
sheet date between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes. Deferred income tax is determined using tax rates (and laws) that have been enacted by the balance
sheet date and are expected to apply when the related deferred income tax asset is realized or the deferred income
tax liability is settled.

Current tax and deferred tax are charged or credited directly to equity if the tax relates to items that are
credited or charged, in the same or a different period, directly to equity instead of recognizing on this line of the
income statement.

Results of Operations

The following table sets out, for the periods presented, the Group’s consolidated income statement data.
The information contained in the table below should be read in conjunction with our consolidated financial
statements and the related notes. For the convenience of the reader, this offering memorandum contains
translations of certain Czech crown amounts into U.S. dollars based on the Czech National Bank rate
on December 31, 2011 of CZK 19.94 per U.S$1.00.

Year ended December 31,

2010
2009 (restated) 2011 2011
(U.S.$ in
(CZK in millions) millions)

Consolidated Income Statement Data:
Revenues:

Sales Of CleCtriCILY ..oovvevvrrieriieieeeeie e 173,494 175,277 181,793 9,117

Gains and losses from electricity, coal and gas derivative

trading, NEL.....ooieiiiieie e 6,894 5,392 5,843 293

Sales of gas, coal, heat and other revenues....................... 15,964 18,179 22,125 1,110
Operating expenses:

FUCL .. (15,805) (16,946) (17,145) (860)

Purchased power and related Services..........ooevveeveereennens (48,170) (54,353) (65,865) (3,303)

Repairs and maintenance...........oceevevveeienreeeenreeeesneenneenes (6,043) (5,465) (5,014) (251)

Depreciation and amortization ..............cceeveveerreeverreennenne. (22,876) (24,060) (25,770) (1,292)

Salaries and Wages.......ccccvevverierierierieciesie e (18,116) (18,717) (18,105) (908)

Materials and SUPPLIES ......ceeveereieriiiieiieieeeecieeee e (5,272) (4,844) (5,478) (275)

Emission rights, Net .......ccccceovveriiienieiesieieceee e 305 2,148 2,895 145

Other operating €XpPenses ..........eceeveereeeierreereereeeneesseeeennes (12,176) (11,823) (13,737) (689)
Income before other income (expenses) and income taxes 68,199 64,788 61,542 3,086
Other INCOME (EXPENSES)...vevremrirrrenrieiieieeieenieeieeneeeeeseeeee e (3,253) (6,108) (9,590) (481)
Income before income taxes...............c.ooevvveeeieiiiinneeeeiennn, 64,946 58,680 51,952 2,605
INCOME tAXES ..evveiiiiieieierieeee e (13,091) (11,739) (11,199) (562)
NEt INCOME ...t 51,855 46,941 40,753 2,044
EBIT oot 68,199 64,788 61,542 3,086
EBITDA ..ot 91,075 88,848 87,312 4,379
EBITDA Margin ......cccoeiiuiiiiaiiiieeiesiesiesie e 46.4% 44.7% 41.6% 41.6%

(1) Please see “Summary—Summary Financial and Other Information—Other Financial Information” for a discussion as to how we define
and calculate EBIT, EBITDA and EBITDA Margin, as well as a discussion as to other considerations with respect to using EBIT,
EBITDA and EBITDA Margin to assess our financial performance.
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Discussion and Analysis of Operations
Year Ended December 31, 2011 Compared With Year Ended December 31, 2010

The following table contains the Group’s consolidated income statement data for the years
ended December 31, 2011 and 2010.

Year ended December 31, Amount
2010 of %
(restated) 2011 Change  Change
(CZK in (% of (CZK in (% of (CZK in
millions) revenues) millions) revenues) millions) (%)
Consolidated Income Statement Data:
Revenues:
Sales of electriCity......ccooverieieniieierieee 175,277 88.2 181,793 86.7 6,516 3.7
Gains and losses from electricity,
coal and gas derivative trading, net ........... 5,392 2.7 5,843 2.8 451 8.4
Sales of gas, coal, heat and
Other TEVENUES ......coovveiiiiiieeiee e 18,179 9.1 22,125 10.5 3,946 21.7
Operating expenses
Fuel..ooieeeeeeee e (16,946) 8.5 (17,145) 8.2 (199) (1.2)
Purchased power and related services ......... (54,353) 273 (65,865) 314 (11,512) (21.2)
Repairs and maintenance ..............ccccceeneennee. (5,465) 2.8 (5,014) 2.4 451 8.3
Depreciation and amortization..........c.......... (24,060) 12.1  (25,770) 12.3 (1,710) (7.1)
Salaries and Wages ........cccceeveveeeienieieene (18,717) 9.4  (18,105) 8.6 612 3.3
Materials and supplies.........cccccevvererrenennen. (4,844) 2.4 (5,478) 2.6 (634) (13.1)
Emission rights, net.........ccocoeeenienineenennen. 2,148 1.1 2,895 1.4 747 34.8
Other operating eXpenses...........ccoeeeevennenne (11,823) 6.0 (13,737) 6.6 (1,914) (16.2)
Income before other income (expenses)
and income taxes..............cooceeviiriiieniennneene 64,788 32.6 61,542 293 (3,246) (5.0)
Other incOMe (EXPENSES) ....ververrrerrrervererareneans (6,108) 3.1 (9,590) 4.6 (3,482) (57.0)
Income before income taxes.......................... 58,680 29.6 51,952 24.8 (6,728) (11.4)
INCOME taXES . .vovievieiieieiieieeeee e (11,739) 59  (11,199) 53 540 4.6
Net iNCOME..........ccoovvveiiiieieieieceeee e 46,941 23.6 40,753 19.4 (6,188) (13.2)
EBIT oo 64,788 32.6 61,542 29.3 (3,2406) (5.0)
EBITDA. ...t 88,848 44.7 87,312 41.6 (1,536) (1.7)
EBITDA Margin........cccoeveveeeierieniee e 44.7% 41.6%

(1) Please see “Summary—Summary Financial and Other Information—Other Financial Information” for a discussion as to how we define
and calculate EBIT, EBITDA and EBITDA Margin, as well as a discussion as to other considerations with respect to using EBIT,
EBITDA and EBITDA Margin to assess our financial performance.

Revenues

Revenues increased by CZK 11.0 billion, or 5.5%, from CZK 198.8 billion in the year ended December 31,
2010 to CZK 209.8 billion in the year ended December 31, 2011.

Revenues from sales of electricity increased by CZK 6.5 billion, or 3.7%, from CZK 175.3 billion in the
year ended December 31, 2010 to CZK 181.8 billion in the year ended December 31, 2011. This increase is
primarily attributable to an increase in the distribution tariffs the Czech regulator allows us to charge, which
corresponds to the costs of the renewable energy the Czech regulator requires our distribution company to
purchase in the Czech Republic (allowing us to pass these costs on to consumers) and also reflects combined
generation of heat and electricity into the tariffs.

Revenues from gains and losses from electricity, coal and gas derivative trading, net increased by CZK
0.5 billion, or 8.4%, from CZK 5.4 billion in the year ended December 31, 2010 to CZK 5.8 billion in the year
ended December 31, 2011. This increase is primarily attributable to an increase in revenues from electricity
derivative trading, which resulted from changes in the fair value of electricity derivatives.

Revenues from heat sales and other revenues increased by CZK 3.9 billion, or 21.7%, from CZK
18.2 billion in the year ended December 31, 2010 to CZK 22.1 billion in the year ended December 31, 2011. This
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increase is primarily attributable to additional revenues from gas sales in the Czech Republic and in Slovakia due
to an increased number of customers and volume of gas sold.

Revenues by Segment

The following table illustrates the Group’s revenues by segment, revenues from sales other than
intersegment sales and intersegment sales for the years ended December 31, 2011 and 2010, as well as showing
eliminations and consolidated revenues for each period.

Sales other

than intersegment Intersegment
sales, year ended sales, year ended Total revenues, year
December 31, December 31, ended December 31,
2010 2010 2010 %
(restated) 2011 (restated) 2011 (restated) 2011 change
(CZK in millions) (%0)

Power Production and Trading CE..........ccccoceoviniinnne 61,860 69,436 53,378 49,635 115,238 119,071 33
Distribution and Sale CE................... 91,721 93,793 6,728 9,946 98,449 103,739 5.4
Mining CE .....ccoeceinnenee 4,688 4,806 5,850 6,083 10,538 10,889 33
Other CE ..o 3,758 3,274 41,034 38,050 44,792 41,324 (7.7)
Power Production and Trading SEE.. 3,524 3,860 280 706 3,804 4,566 20.0
Distribution and Sale SEE................. 33,277 34,567 81 353 33,358 34,920 4.7
Other SEE ... 20 25 2,181 2,207 2,201 2,232 1.4
COMDINEA......vvieiiieiiiieice e 209,761 109,532 106,980 308,380 316,741 2.7
Elimination — (109,532) (106,980) (109,532) (106,980) (2.3)
Consolidated Revenues .................cc.coceeeveeinieceeeneennn. 198,848 209,761 — — 198,848 209,761 5.5

Power Production and Trading CE. Revenues from our Power Production and Trading CE segment
increased by CZK 3.9 billion, or 3.3%, from CZK 115.2 billion in the year ended December 31, 2010 to CZK
119.1 billion in the year ended December 31, 2011. This increase was primarily attributable to a CZK 4.6 billion
increase in other revenues, particularly resulting from our gas business as we continued to increase our market
share since starting to sell gas in 2009, and a CZK 0.5 billion increase in revenues from electricity derivative
trading. These increases were partially offset by a CZK 1.2 billion decrease in sales of electricity, primarily due to
a decrease in electricity prices, but also due to a decrease in hedged foreign exchange rate.

Of these revenues, CZK 53.4 billion, or 46.3%, was attributable to intersegment sales in the year
ended December 31, 2010, compared to CZK 49.6 billion, or 41.7% attributable to intersegment sales in the year
ended December 31, 2011. Accordingly, our Power Production and Trading CE segment contributed CZK
61.9 billion in revenues to our consolidated income statement in the year ended December 31, 2010, compared to
CZK 69.4 billion in revenues in the year ended December 31, 2011, an increase of 12.2%.

Distribution and Sale CE. Revenues from our Distribution and Sale CE segment increased by CZK
5.3 billion, or 5.4%, from CZK 98.4 billion in the year ended December 31, 2010 to CZK 103.7 billion in the year
ended December 31, 2011. This increase is primarily attributable to a CZK 7.8 billion increase in the distribution
tariffs the Czech regulator allows us to charge, which corresponds to the costs of the renewable energy the Czech
regulator requires our distribution company to purchase in the Czech Republic (allowing us to pass these costs on
to consumers) and also reflects combined generation of heat and electricity into the tariffs, and a CZK 1.7 billion
increase in sales of gas to end customers, primarily in the Czech Republic and Slovakia. These increases were
partially offset by a CZK 4.3 billion decrease in sales of electricity due to 2.6 TWh decrease in the volume of
electricity sold to final customers.

Of these revenues, CZK 6.7 billion, or 6.8% was attributable to intersegment sales in the year ended
December 31, 2010, compared to CZK 9.9 billion, or 9.6%, attributable to intersegment sales in the year ended
December 31, 2011. Accordingly, our Distribution and Sale CE segment contributed CZK 91.7 billion in revenue
to our consolidated income statement in the year ended December 31, 2010, compared to CZK 93.8 billion in
revenues in the year ended December 31, 2011, an increase of 2.3%.

Mining CE. Revenues from our Mining CE segment increased by CZK 0.4 billion, or 3.3%, from CZK
10.5 billion in the year ended December 31, 2010 to CZK 10.9 billion in the year ended December 31, 2011. This
increase is primarily attributable to a 3.3 million ton increase in the amount of coal mined by Severoceské doly
due to higher internal and external demand for coal, which increased by 2.4 million tons and 0.9 million tons,
respectively, over the year ended December 31, 2010.
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Of these revenues, CZK 5.9 billion, or 55.5%, was attributable to intersegment sales in the year
ended December 31, 2010, compared to CZK 6.1 billion, or 55.9%, attributable to intersegment sales in the year
ended December 31, 2011. Accordingly, our Mining CE segment contributed CZK 4.7 billion in revenues to our
consolidated income statement in the year ended December 31, 2010, compared to CZK 4.8 billion in revenues the
year ended December 31, 2011, an increase of 2.5%.

Other CE. Revenues from our Other CE segment decreased by CZK 3.5 billion, or 7.7%, from CZK
44 .8 billion in the year ended December 31, 2010 to CZK 41.3 billion in the year ended December 31, 2011. This
decrease is primarily attributable to a CZK 5.6 billion decrease in intercompany revenues in connection with
services and products provided to entities within the Group, but was partially offset by a CZK 2.3 billion increase
in intercompany revenues in connection with services related to mining excavation equipment provided to
Severoceské doly.

Of these revenues, CZK 41.0 billion, or 91.6%, was attributable to intersegment sales in the year
ended December 31, 2010, compared to CZK 38.1 billion, or 92.1%, attributable to intersegment sales in the year
ended December 31, 2011. Accordingly, our Other CE segment contributed CZK 3.8 billion in revenues to our
consolidated income statement in the year ended December 31, 2010, compared to CZK 3.3 billion in revenues the
year ended December 31, 2011, a decrease of 12.9%.

Power Production and Trading SEE. Revenues from our Power Production and Trading SEE segment
increased by CZK 0.8 billion, or 20.0%, from CZK 3.8 billion in the year ended December 31, 2010 to CZK
4.6 billion in the year ended December 31, 2011. This increase is primarily attributable to a CZK 0.6 billion
increase in revenues attributable to a full year of operations at the Fantanele wind farm site, compared to less than
a full year of operations during the year ended December 31, 2010, therefore increasing electricity generation by
0.3 TWh compared to the year ended December 31, 2010, and a 0.2 GWh increase in electricity generation by
TEC Varna EAD, due to more frequent activation of its cold reserve (which is one of the ancillary services we
provide to Bulgaria’s transmission grid operator), which increased revenues by CZK 0.3 billion compared to the
year ended December 31, 2010.

Of these revenues, CZK 0.3 billion, or 7.4%, was attributable to intersegment sales in the year
ended December 31, 2010, compared to CZK 0.7 billion, or 15.5%, attributable to intersegment sales in the year
ended December 31, 2011. Accordingly, our Power Production and Trading SEE segment contributed CZK
3.5 billion in revenues to our consolidated income statement in the year ended December 31, 2010, compared to
CZK 3.9 billion in revenues in the year ended December 31, 2011, an increase of 9.5%.

Distribution and Sale SEE. Revenues from our Distribution and Sale SEE segment increased by CZK
1.5 billion, or 4.7%, from CZK 33.4 billion in the year ended December 31, 2010 to CZK 34.9 billion in the year
ended December 31, 2011. This increase is primarily attributable to a methodological change in segments as
of January 1, 2011, whereby we moved CEZ Trade Bulgaria from the Power Production and Trading CE segment
to the Distribution and Sale SEE due to a change in its primary business activity from trading to the sale of
electricity to end consumers. This change increased revenues in the Distribution and Sale SEE segment by CZK
1.2 billion. The increase is also attributable to a 0.1 TWh increase in distributed electricity in Albania, which
increased revenues by an additional CZK 0.5 billion. These increases were partially offset by a CZK 0.2 billion
decrease in revenues from distribution services in Romania, due to a year-over-year decrease in the distribution
tariffs declared by the Romanian electricity regulator.

Of these revenues, CZK 0.08 billion, or 0.2%, was attributable to intersegment sales in the year
ended December 31, 2010, compared to CZK 0.4 billion, or 1.0%, attributable to intersegment sales in the year
ended December 31, 2011. Accordingly, our Distribution and Sale SEE segment contributed CZK 33.3 billion in
revenue to our consolidated income statement in the year ended December 31, 2010, compared to CZK
34.6 billion in revenues in the year ended December 31, 2011, an increase of 3.9%.

Other SEE. Revenues from our Other SEE segment increased by CZK 0.03 billion, or 1.4%, from CZK
2.2 billion in the year ended December 31, 2010 to CZK 2.23 billion in the year ended December 31, 2011. This
increase is attributable to an increase in the amounts invoiced for corporate services provided within the Group.

Of these revenues, CZK 2.2 billion, or 99.1%, was attributable to intersegment sales in the year
ended December 31, 2010, compared to CZK 2.2 billion, or 98.9%, attributable to intersegment sales in the year
ended December 31, 2011. Accordingly, our Other SEE segment contributed CZK 0.02 billion in revenues to our
consolidated income statement in the year ended December 31, 2010, compared to CZK 0.03 in revenues the year
ended December 31, 2011, an increase of 25.0%.
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Operating Expenses

The following table illustrates the Group’s operating expenses for the years ended December 31, 2011 and
2010, as well as showing each expense as a percentage of consolidated revenue for the period.

Year ended December 31,

2010 Amount of
(restated) 2011 change
(CZK in (% of (CZK in (% of (CZKin
millions) revenues) millions) revenues) millions) (%)
Operating expenses
Fuel ..o (16,946) 8.5 (17,145) 8.2 (199) (1.2)
Purchased power and related services...... (54,353) 273 (65,865) 314 (11,512) (21.2)
Repairs and maintenance..............c...c...... (5,465) 2.8 (5,014) 2.4 451 8.3
Depreciation and amortization.................. (24,060) 12.1  (25,770) 12.3 (1,710) (7.1)
Salaries and Wages........ccccevvereeienieneenne. (18,717) 9.4  (18,105) 8.6 612 33
Materials and supplies .........cccceeereereenene (4,844) 2.4 (5,478) 2.6 (634) (13.1)
Emission rights, net .........ccccoocevirenennnne 2,148 1.1 2,895 1.4 747 34.8
Other operating eXpenses...........c.ceeveeueee. (11,823) 5.9  (13,737) 6.6 (1,914) (16.2)
Total ..ot (134,060) 67.4 (148,219) 70.7  (14,159) (10.6)

Operating expenses increased by CZK 14.2 billion, or 10.6%, from CZK 134.1 billion in the year
ended December 31, 2010 (67.4% of revenues) to CZK 148.2 billion in the year ended December 31, 2011 (70.7%
of revenues).

Fuel. Fuel increased by CZK 0.2 billion, or 1.2%, from CZK 16.9 billion in the year ended December 31,
2010 (8.5% of revenues) to CZK 17.1 billion in the year ended December 31, 2011 (8.2% of revenues). This
increase is primarily attributable to higher consumption of coal in our Varna power plant in Bulgaria, due to
increased production.

Purchased power and related services. Purchased power and related services increased by CZK
11.5 billion, or 21.2%, from CZK 54.4 billion in the year ended December 31, 2010 (27.3% of revenues) to CZK
65.9 billion in the year ended December 31, 2011 (31.4% of revenues). This increase is primarily attributable to a
CZK 6.2 billion increase in the amount of renewable energy the ERO required our distribution company to
purchase in the Czech Republic (the cost of which is passed on to consumers), a CZK 4.0 billion increase in
expenses related to the purchase and storage of gas that we sell to end consumers, resulting from increased gas
sales, and a CZK 1.2 billion increase in distribution expenses in connection with an increase in the amount of
electricity we sold to end consumers in Romania.

Repairs and maintenance. Repairs and maintenance decreased by CZK 0.5 billion, or 8.3%, from CZK
5.5 billion in the year ended December 31, 2010 (2.8% of revenues) to CZK 5.0 billion in the year
ended December 31, 2011 (2.4% of revenues). This decrease is primarily attributable to a decrease in the number
of repairs to our distribution networks and production resources.

Depreciation and amortization. Depreciation and amortization increased by CZK 1.7 billion, or 7.1%, from
CZK 24.1 billion in the year ended December 31, 2010 (12.1% of revenues) to CZK 25.8 billion in the year
ended December 31, 2011 (12.3% of revenues). This increase is primarily attributable to increased investments
into production resources, distribution networks and machinery, and related higher depreciation of the newly
acquired assets.

Salaries and wages. Salaries and wages decreased by CZK 0.6 billion, or 3.3%, from CZK 18.7 billion in
the year ended December 31, 2010 (9.4% of revenues) to CZK 18.1 billion in the year ended December 31, 2011
(8.6% of revenues). This decrease is primarily attributable to a lower provision for employees’ benefits charged to
operational expenses, as a result of a reduction in the anticipated amount of benefits that we will be required to
pay in upcoming years.

Materials and supplies. Materials and supplies increased by CZK 0.6 billion, or 13.1%, from CZK
4.8 billion in the year ended December 31, 2010 (2.4% of revenues) to CZK 5.5 billion in the year
ended December 31, 2011 (2.6% of revenues). This increase is primarily attributable to increased expenses for
materials for repairs and maintenance, particularly those caused by higher petroleum and oil prices.

57



Emission rights, net. Emission rights, net increased by CZK 0.7 billion, or 34.8%, from CZK 2.1 billion in
the year ended December 31, 2010 (1.1% of revenues) to CZK 2.9 billion in the year ended December 31, 2011
(1.4% of revenues). This increase is primarily attributable to an increase in the green certificates we received
during the year ended December 31, 2011, as the result of a 0.3 TWh increase in production at the Fantanele wind
farm.

Other operating expenses. Other operating expenses increased by CZK 1.9 billion, or 16.2%, from CZK
11.8 billion in the year ended December 31, 2010 (6.0% of revenues) to CZK 13.7 billion in the year
ended December 31, 2011 (6.6% of revenues). This increase is primarily attributable to a CZK 0.9 billion increase
in our estimation for nuclear provisions, a CZK 0.3 billion increase in provisions for spent nuclear fuel storage,
and due to the non-occurrence of a one-off reversal of an allowance for doubtful receivables from the Czech
Railway Infrastructure Administration Company, reflected in results for the year ended December 31, 2010, which
positively affected expenses by CZK 0.8 billion.

Other Income (Expenses)

Other income (expenses) decreased by CZK 3.5 billion, or 57.0%, from CZK (6.1) billion in the year
ended December 31, 2010 to CZK (9.6) billion in the year ended December 31, 2011. The following factors
contributed to the decrease: (a) a CZK 3.8 billion share of loss from associates and joint-ventures, due to a CZK
3.0 billion impairment of MIBRAG assets classified as held for sale and a CZK 0.8 billion decrease in income
received from our joint venture in Turkey, due to foreign exchange rate losses; and (b) a CZK 3.0 billion increase
in other expenses, primarily resulting from the impact of a newly introduced gift tax on emission rights, which
increases our expenses by CZK 3.6 billion, but partially offset by a CZK 0.6 billion gain of derivatives and the
sale of available for sale securities. A further CZK 1.5 billion decrease is due to interest on debt, net of capitalized
interest. These expenses were partially offset by a CZK 2.5 billion reduction in impairments for the year
ended December 31, 2011 (when we recognized a CZK 0.3 billion goodwill impairment in Albania, compared to
the year ended December 31, 2010, when we recognized CZK 2.8 billion in impairments on our Bulgarian
distribution business and TEC Varna) and a CZK 2.4 billion decrease in foreign exchange rate losses.

Income Taxes

Income taxes decreased by CZK 0.5 billion, or 4.6%, from CZK 11.7 billion in the year ended
December 31, 2010 to CZK 11.2 billion in the year ended December 31, 2011. This decrease is primarily
attributable to a decrease in profit before tax. Our effective tax rate for the year ended December 31, 2010 was
20% and was an estimated 22% for the year ended December 31, 2011.

Net Income

As a result of the factors discussed above, net income decreased by CZK 6.1 billion, or 13.2%, from CZK
46.9 billion in the year ended December 31, 2010 to CZK 40.8 billion in the year ended December 31, 2011.
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Year Ended December 31, 2010 Compared With Year Ended December 31, 2009

The tables and discussions set out below provide a separate analysis of each of the line items that comprise
our consolidated income statement for the years ended December 31, 2010 and 2009.

Consolidated Income Statement Data:
Revenues
Sales of electriCity .......ccvevververieeieieeenee.
Gains and losses from electricity,
coal and gas derivative trading, net........
Sales of gas, coal, heat and other
TEVEIIUCS «..ovevireeiieeenteeeeteneereneereeereneenenean
Operating expenses
Fuel ..o
Purchased power and related services......
Repairs and maintenance...............c..........
Depreciation and amortization..................
Salaries and Wages........cceceevevveeeerienneennn.
Materials and supplies .........cccceevrverurennne
Emission rights, net .........ccceeeveiienncnnns
Other operating eXpenses..........c.cc.ceeeueee.

Income before other income (expenses)
and income taxes .............cocceeevienienneenen.
Other income (EXpPenses).........ocverveeverveennenn.

Income before income taxes.....................
INCOME tAXES v

Netincome ...............oooevveeiiiiiiieeieeiiinneee.

Year ended December 31,

2010 Amount of
2009 (restated) change
(CZK in (% of (CZKin (% of (CZK in
millions) revenues) millions) revenues) millions) (%)

173,494
6,894
15,964

(15,805)
(48,170)
(6,043)
(22,876)
(18,116)
(5.272)
305

(12,176)

68,199

(3,253)

64,946
(13,091)

51,855

68,199
91,075
46.4%

88.4
3.5
8.1

8.1
24.5
3.1
11.7
9.2
2.7
0.2
6.2

34.7
1.7

33.1
6.7

26.4

34.7
46.4

175,277
5,392
18,179

(16,946)
(54,353)
(5,465)
(24,060)
(18,717)
(4,844)
2,148

(11,823)

64,788

(6,108)

58,680
(11,739)

46,941

64,788
88,848
44.7%

88.2

2.7

9.1

8.5
273
2.8
12.1
9.4
2.4
1.1
5.6

32.6
3.1

29.5
5.9

23.6

32.6
44.7

1,783 1.0

(1,502)  (21.8)

2,215 13.9
(1,141) (7.2)
(6,183)  (12.8)
578 9.6
(1,184) (5.2)
(601) (3.3)
428 8.1
1,843 604.3
353 2.9
(3,411) (5.0)
(2,855)  (87.8)
(6,266) (9.7)
1,352 10.3
(4,914) (9.5)
(3,411) (5.0)
(2,227) (2.5)

(1) Please see “Summary—Summary Financial and Other Information—Other Financial Information” for a discussion as to how we define
and calculate EBIT, EBITDA and EBITDA Margin, as well as a discussion as to other considerations with respect to using EBIT,
EBITDA and EBITDA Margin to assess our financial performance.

Revenues

Revenues increased by CZK 2.5 billion, or 1.3%, from CZK 196.4 billion in the year ended December 31,
2009 to CZK 198.8 billion in the year ended December 31, 2010.

Revenues from sales of electricity increased by CZK 1.8 billion, or 1.0%, from CZK 173.5 billion in the
year ended December 31, 2009 to CZK 175.3 billion in the year ended December 31, 2010. This increase is
primarily attributable to an increase in electricity revenues resulting from increased production of electricity from
renewable sources (Romania and the Czech Republic) and traditional sources (Bulgaria), accompanied by an
increase in electricity sales, particularly due to the sale of electricity to final consumers market in Slovakia, which
was a new market for the Group in the year ended December 31, 2010. Additional increases in revenues from our
Czech distribution business due to an increase in the tariffs we were allowed to charge, and resulting from
electricity distribution in Albania (due to the acquisition of CEZ Spérndarje in May 2009) were offset by a
decrease in the revenues of CEZ, a. s. due to fall in electricity prices and appreciation of the Czech crown against

the Euro.

Revenues from gains and losses from electricity, coal and gas derivative trading, net decreased by CZK
1.5 billion, or 21.8%, from CZK 6.9 billion in the year ended December 31, 2009 to CZK 5.4 billion in the year
ended December 31, 2010. This decrease is primarily attributable to a 32% decrease in average wholesale
electricity prices in 2009, reflecting the effects of the global economic crisis that began in 2008, and the
appreciation of the Czech crown against the Euro during this period. This decrease did not fully affect the Group

59



until the year ended December 31, 2010, however, because we sell electricity on a forward contract basis. Please
see “—Factors That Affect Our Results of Operations—Wholesale Electricity Prices.”

Revenues from heat sales and other revenues increased by CZK 2.2 billion, or 13.9%, from CZK
16.0 billion in the year ended December 31, 2009 to CZK 18.2 billion in the year ended December 31, 2010. This
increase is primarily attributable to the acquisition of the Teplarna Trmice heat plant, which had CZK 1.5 billion in
revenues during the year ended December 31, 2010, and higher volume produced and sold by our other Czech heat
plants and Polish power plants.

Revenues by Segment

The following table illustrates, by segment, revenues from sales other than intersegment sales and
intersegment sales for the years ended December 31, 2010 and December 31, 2009, as well as showing
eliminations and consolidated revenues for each period.

Sales other

than intersegment Intersegment
sales, year ended sales, year ended Total revenues, year
December 31, December 31, ended December 31,
2010 2010 2010 Y%
2009 (restated) 2009 (restated) 2009 (restated)  change
(CZK in millions) (%)
Power Production and Trading CE..........cccoceoeoinneinnns 73,033 61,860 53,066 53,378 126,099 115,238 (8.6)
Distribution and Sale CE 81,932 91,721 4,126 6,728 86,058 98,449 14.4
Mining CE ......cccovvveinenn 4,523 4,688 6,641 5,85 11,164 10,538 (5.6)
Other CE.....oooviiiiceieece 3,931 3,758 33,735 41,034 37,666 44,792 18.9
Power Production and Trading SEE.........c.cccccconviinncne 2,871 3,524 294 280 3,165 3,804 20.2
Distribution and Sale SEE..........cccocoviiiininineieiee 30,042 33,277 123 81 30,165 33,358 10.6
Other SEE 20 20 2,676 2,181 2,696 2,201 (18.4)
Combined..... 196,352 198,848 100,661 109,532 297,013 308,380 3.8
ElMINAION ..vovieiieieiieieieeeeeee e — —  (100,661) (109,532) (100,661) (109,532) 8.8
Consolidated Revenues ................cccccccvvevvieniienieeieenenn. 196,352 198,848 — — 196,352 198,848 1.3

Power Production and Trading CE. Revenues from our Power Production and Trading CE segment
decreased by CZK 10.9 billion, or 8.6%, from CZK 126.1 billion in the year ended December 31, 2009 to CZK
115.2 billion in the year ended December 31, 2010. This decrease was caused primarily by a CZK 6.3 billion
decrease in revenues from CEZ, a. s., as a result of falling electricity prices in the wholesale market and a
strengthening of the Czech crown against the Euro and the re-classification of CEZ Trade Polska sp. z 0.0., CEZ
Hungary Ltd., and CEZ Slovensko, s.r.0. to the Distribution and Sale CE segment in 2010 (resulting in a CZK
7.0 billion decrease in the Power Production and Trading CE segment). These decreases were partially offset by a
CZK 2.3 billion increase in revenues from gas and heat sales, in particular the trading in natural gas, a new
product in 2010 (an increase of CZK 1.1 billion), revenues of heat (an increase of CZK 1.1 billion) resulting from
the operations of the Teplarna Trmice heating plant acquired in May 2010, higher delivery volumes and gross
margins of CEZ Teplarenska, higher heat sales in Poland, and a higher volume of renewable energy produced by
new solar plants in 2010 (an increase of CZK 0.4 billion).

Of these revenues, CZK 53.1 billion, or 42.1%, was attributable to intersegment sales in the year
ended December 31, 2009, compared to CZK 53.4 billion, or 46.3%, attributable to intersegment sales in the year
ended December 31, 2010. Accordingly, our Power Production and Trading CE segment contributed CZK
73.0 billion in revenues to our consolidated income statement in the year ended December 31, 2009, compared to
CZK 61.9 billion in revenues in the year ended December 31, 2010, a decrease of 15.3%.

Distribution and Sale CE. Revenues from our Distribution and Sale CE segment increased by CZK
12.4 billion, or 14.4%, from CZK 86.1 billion in the year ended December 31, 2009 to CZK 98.4 billion in the
year ended December 31, 2010. This increase is primarily attributable to the re-classification of CEZ Trade Polska
sp. z 0.0., CEZ Hungary Ltd., and CEZ Slovensko, s.r.0. to the Distribution and Sale CE segment, which increased
revenues by CZK 7.6 billion). The increase in revenues was also attributable to the allowance of an additional
CZK 2.1 billion in distribution revenue allowed by the Czech Energy Regulatory Office to compensate for
investments we made to our distribution network and other compulsory expenditures, a CZK 0.9 billion increase in
the balance of un-invoiced low-voltage electricity and a CZK 0.5 billion increase in prices paid by the end
consumer due to an increases in the amounts of renewable energy that comprise the mix of electricity sold, and the
combined production of electricity and heat. In addition, the increase in revenues is also attributable to a 1.3 TWh,
or 3.7%, increase in electricity distributed and higher sales of gas to final customers in the Czech Republic (CZK
1.4 billion).
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Of these revenues, CZK 4.1 billion, or 4.8%, was attributable to intersegment sales in the year
ended December 31, 2009, compared to CZK 6.7 billion, or 6.8%, attributable to intersegment sales in the year
ended December 31, 2010. Accordingly, our Distribution and Sale CE segment contributed CZK 81.9 billion in
revenue to our consolidated income statement in the year ended December 31, 2009, compared to CZK
91.7 billion in revenues in the year ended December 31, 2010, an increase of 11.9%.

Mining CE. Revenues from our Mining CE segment decreased by CZK 0.6 billion or 5.6%, from CZK
11.2 billion in the year ended December 31, 2009 to CZK 10.5 billion in the year ended December 31, 2010. This
decrease is primarily attributable to a 0.9 million ton decrease in the amount of coal demanded by our coal fired
power plants in the Power Production and Trading CE segment, but was partially offset by a 0.6 million ton
increase in the sale of coal to external customers. These combined factors ultimately resulted in a 0.3 million ton
decrease in the amount of coal mined.

Of these revenues, CZK 6.6 billion, or 59.5%, was attributable to intersegment sales in the year
ended December 31, 2009, compared to CZK 5.9 billion, or 55.5%, attributable to intersegment sales in the year
ended December 31, 2010. Accordingly, our Mining CE segment contributed CZK 4.5 billion in revenues to our
consolidated income statement in the year ended December 31, 2009, compared to CZK 4.7 billion in revenues the
year ended December 31, 2010, an increase of 3.7% (caused by increase in the sale of coal to external customers).

Other CE. Revenues from our Other CE segment increased by CZK 7.1 billion, or 18.9%, from CZK
37.7 billion in the year ended December 31, 2009 to CZK 44.8 billion in the year ended December 31, 2010. The
increase in revenues is primarily attributable to a CZK 6.3 billion increase in intercompany revenues in connection
with services provided to entities within the Group, the acquisition of CEZ Energoservis (which contributed CZK
0.6 billion in revenues for the year ended December 31, 2010), and a CZK 0.6 billion increase in revenues of
subsidiaries of Severoceské doly, due to increased mining-related services activity within the Group (such as
reclamation of old mines).

Of these revenues, CZK 33.7 billion, or 89.6%, was attributable to intersegment sales in the year
ended December 31, 2009, compared to CZK 41.0 billion, or 91.6%, attributable to intersegment sales in the year
ended December 31, 2010. Accordingly, our Other CE segment contributed CZK 3.9 billion in revenues to our
consolidated income statement in the year ended December 31, 2009, compared to CZK 3.8 billion in revenues in
the year ended December 31, 2010, a decrease of 4.4%.

Power Production and Trading SEE. Revenues from our Power Production and Trading SEE segment
increased by CZK 0.6 billion, or 20.2%, from CZK 3.2 billion in the year ended December 31, 2009 to CZK
3.8 billion in the year ended December 31, 2010. This increase is primarily attributable to increased electricity
production at our Varna power plant in Bulgaria (from 2.2 TWh of electricity produced during the year
ended December 31, 2009 to 2.9 TWh of electricity produced during the year ended December 31, 2010, up
0.7 TWh), which increased our revenues by CZK 0.3 billion, and the addition of electricity production at the
Fantanele wind farm site in Romania beginning in June 2010, which increased our revenues by an additional CZK
0.3 billion.

Of these revenues, CZK 0.3 billion, or 9.3%, was attributable to intersegment sales in the year
ended December 31, 2009, compared to CZK 0.3 billion, or 7.4%, attributable to intersegment sales in the year
ended December 31, 2010. Accordingly, our Power Production and Trading SEE segment contributed CZK
2.9 billion in revenues to our consolidated income statement in the year ended December 31, 2009, compared to
CZK 3.5 billion in revenues in the year ended December 31, 2010, an increase of 22.7%.

Distribution and Sale SEE. Revenues from our Distribution and Sale SEE segment increased by CZK
3.2 billion, or 10.6%, from CZK 30.2 billion in the year ended December 31, 2009 to CZK 33.4 billion in the year
ended December 31, 2010. This increase is primarily attributable to the full-year effect of our acquisition of the
Albanian distributor and supplier CEZ Shpérndarje Sh.A. in May 2009, which contributed CZK 7.7 billion to our
revenues during the year ended December 31, 2010, compared to CZK 4.3 billion during the year ended
December 31, 2009, and a CZK 0.1 billion increase in revenues of our Romanian distributor CEZ Distributie, due
to a 0.2 TWh increase in electricity distributed. These increases were partially offset by a CZK 0.5 billion decrease
in revenues from our Bulgarian distributor CEZ Elektro Bulgaria AD, due to a 12.5% decrease in the tariffs the
Bulgarian energy regulator allowed us to charge end-consumers for electricity consumption.

Of these revenues, CZK 0.1 billion, or less than 1.0%, was attributable to intersegment sales in the year
ended December 31, 2009, compared to CZK 0.08 billion, or less than 1.0%, attributable to intersegment sales in
the year ended December 31, 2010. Accordingly, our Distribution and Sale SEE segment contributed CZK
30.0 billion in revenue to our consolidated income statement in the year ended December 31, 2009, compared to
CZK 33.3 billion in revenues in the year ended December 31, 2010, an increase of 10.8%.
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Other SEE. Revenues from our Other SEE segment decreased by CZK 0.5 billion, or 18.4%, from CZK
2.7 billion in the year ended December 31, 2009 to CZK 2.2 billion in the year ended December 31, 2010. This
decrease was primarily attributable to a CZK 0.5 billion decrease in revenues of CEZ Bulgaria EAD, due to lower
revenues form intercompany services within Group. Please see “—Operating Segments—Other/South East
Europe.”

Of these revenues, CZK 2.7 billion, or 100.0%, was attributable to intersegment sales in the year
ended December 31, 2009, compared to CZK 2.2 billion, or 100.0%, attributable to intersegment sales in the year
ended December 31, 2010. Accordingly, our Other SEE segment contributed CZK 0.02 billion in revenues to our
consolidated income statement in the year ended December 31, 2009, compared to CZK 0.02 billion in revenues
the year ended December 31, 2010, a change of 0%.

Operating Expenses

The following table illustrates the Group’s operating expenses for the years ended December 31, 2010 and
2009, as well as showing each expense as a percentage of consolidated revenue for the period.

Year ended December 31,

2010 Amount of
2009 (restated) change
(CZK in (% of (CZK in (% of (CZK in
millions) revenues) millions) revenues) millions) (%)
Operating expenses
Fuel ..o (15,805) 8.1%  (16,946) 8.5% (1,141) (7.2)
Purchased power and related services...... (48,170) 24.5%  (54,353) 27.3% (6,183) (12.8)
Repairs and maintenance..............c...c...... (6,043) 3.1% (5,465) 2.8% 578 9.6
Depreciation and amortization.................. (22,876) 11.7%  (24,060) 12.1% (1,184) (5.2)
Salaries and Wages........cccccevvereerieneeneennn. (18,116) 9.2%  (18,717) 9.4% (601) (3.3)
Materials and supplies .........cccceeevreeneenee (5,272) 2.7% (4,844) 2.4% 428 8.1
Emission rights, net .........ccccoocevirienennnne 305 0.2% 2,148 1.1% 1,84 604.3
Other operating eXpenses...........ccceeveeeeee. (12,176) 6.2%  (11,823) 5.6% 353 2.9
Total .......oocooiiiiiii (128,153) 65.3% (134,060) 67.4% (5,907) (4.6)

Operating expenses increased by CZK 5.9 billion, or 4.6%, from CZK 128.2 billion in the year
ended December 31, 2009 to CZK 134.1 billion in the year ended December 31, 2010.

Fuel. Fuel increased by CZK 1.1 billion, or 7.2%, from CZK 15.8 billion in the year ended December 31,
2009 (8.1% of revenues) to CZK 16.9 billion in the year ended December 31, 2010 (8.5% of revenues). This
increase is primarily attributable to a CZK 0.7 billion increase in nuclear fuel costs due to a change in nuclear fuel
suppliers (which are not part of the Group), which required us to replace certain fuel components before they were
fully used up, and a CZK 0.6 billion increase in coal costs due to increased electricity production at our Varna
coal-fired electricity plant.

Purchased power and related services. Purchased power and related services increased by CZK 6.2 billion,
or 12.8%, from CZK 48.2 billion in the year ended December 31, 2009 (24.5% of revenues) to CZK 54.4 billion
in the year ended December 31, 2010 (27.3% of revenues). This increase in costs is primarily attributable to an
increase in distribution revenues due to mandatory purchases of energy from renewables (CZK 4.2 billion) and
increase in ancillary services to transmission grid operators (CZK 0.7 billion) and the introduction of our natural
gas sale and distribution business, which required us to purchase CZK 1.2 billion in natural gas during the year
ended December 31, 2010, compared to no natural gas purchased during the year ended December 31, 2009.

Repairs and maintenance. Repairs and maintenance decreased by CZK 0.6 billion, or 9.6%, from CZK
6.0 billion in the year ended December 31, 2009 (3.1% of revenues) to CZK 5.5 billion in the year
ended December 31, 2010 (2.8% of revenues). This decrease is primarily attributable to savings in our plants,
primarily in the Power Production and Trading CE segment.

Depreciation and amortization. Depreciation and amortization increased by CZK 1.2 billion, or 5.2%, from
CZK 22.9 billion in the year ended December 31, 2009 (11.7% of revenues) to CZK 24.1 in the year
ended December 31, 2010 (12.1% of revenues). This increase is primarily attributable to CZK 0.4 billion related to
the acquisition of CEZ Shpérndarje Sh. A. and Teplarna Trmice, a. s. and a CZK 0.8 billion increase in
investments made to our plants, distribution network and machinery.
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Salaries and wages. Salaries and wages increased by CZK 0.6 billion, or 3.3%, from CZK 18.1 billion in
the year ended December 31, 2009 (9.2% of revenues) to CZK 18.7 billion in the year ended December 31, 2010
(9.4% of revenues). This increase is primarily attributable to CZK 0.3 billion in salaries and wages of employees
for which we became liable as the result of our acquisition of CEZ Shpérndarje Sh. A. and Teplarna Trmice, a. s.
and due to slightly increased wages and salaries and associated expenses throughout the Group.

Materials and supplies. Materials and supplies decreased by CZK 0.4 billion, or 8.1%, from CZK
5.3 billion in the year ended December 31, 2009 (2.7% of revenues) to CZK 4.8 billion in the year
ended December 31, 2010 (2.4% of revenues). This decrease is primarily attributable to a re-allocation of expenses
totalling CZK 0.3 billion to the other operating expenses line of our consolidated financial statements for the year
ended December 31, 2010 (due to change in allocation on production orders).

Emission rights, net. Emission rights, net increased by CZK 1.8 billion, or 604.3%, from CZK 0.3 billion in
the year ended December 31, 2009 (0.2% of revenues) to CZK 2.1 billion in the year ended December 31, 2010
(1.1% of revenues). This increase is primarily attributable to a CZK 3.4 billion increase in revenues generated
from the sale of granted emission rights and derivatives, but was partially offset by a CZK 1.6 billion increase in
the provisions we made for future purchases of emission rights. Please see “—Explanation of Key Income
Statement Items—Operating Expenses—Emission rights, net.”

Other operating expenses. Other operating expenses decreased by CZK 0.4 billion, or 2.9%, from CZK
12.2 billion in the year ended December 31, 2009 (6.2% of revenues) to CZK 11.8 billion in the year
ended December 31, 2010 (6.0% of revenues). This decrease is primarily attributable to a CZK 1.4 billion decrease
in expenses connected with a change in our estimated provision for the cost of storing spent nuclear fuel, but was
partially offset by a CZK 0.4 billion increase due to acquisition of CEZ Spérndarje Sh. A. and a CZK 0.1 billion
increase in expenses incurred in connection with mine reclamation activities, and a CZK 0.3 billion increase in
material and supplies expenses, due to a re-allocation of expenses from the materials and supplies line of our
consolidated financial statements for the year ended December 31, 2010.

Other Income (Expenses)

Other income (expenses) decreased by CZK 2.9 billion, or 87.8%, from CZK (3.3) billion in the year
ended December 31, 2009 to CZK (6.1) billion in the year ended December 31, 2010. This decrease is primarily
attributable to a CZK 2.8 billion decrease in our share of the profit/loss from associates and joint-ventures (due to
a CZK 3.1 billion write-off of negative goodwill including secondary costs, which was partially offset by a CZK
0.3 billion increased portion of profit) and higher interest on debt (CZK 0.2 billion) due to increased volume of
issued bonds and bank loans, accompanied by lower interest income (CZK 0.5 billion). The impact of the goodwill
impairment (CZK 0.4 billion) is caused by a CZK 2.8 billion goodwill write-off in Bulgaria in 2010, compared to
a CZK 3.3 billion goodwill write-off in Poland in 2009. Increased amount of profit from derivatives (CZK
1.9 billion; in line of other income/expenses) was offset by foreign exchange rate losses (CZK 1.8 billion) due to
appreciation of CZK against the Euro.

Income Taxes

Income taxes decreased by CZK 1.4 billion, or 10.3%, from CZK 13.1 billion in the year ended December
31,2009 to CZK 11.7 billion in the year ended December 31, 2010. This decrease is primarily attributable to a
decrease in profit before tax.

Net Income

As a result of the factors discussed above, net income decreased by CZK 4.9 billion, or 9.5%, from CZK
51.9 billion in the year ended December 31, 2009 to CZK 46.9 billion in the year ended December 31, 2010.

Liquidity and Capital Resources
Our financial condition and liquidity is and will continue to be influenced by a variety of factors, including:
. our ability to generate cash flows from our operations;

. the level of our outstanding indebtedness, and the interest we are obligated to pay on such
indebtedness, which affects our finance costs;

. prevailing interest rates, which affect our debt service requirements;

. our ability to continue to borrow funds from banks and international debt capital markets;
. our level of acquisitions activity; and
. our capital expenditure requirements and development projects.
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Our cash requirements consist mainly of the following:

. funding capital expenditures;

. operating costs and working capital;

. servicing our indebtedness and the indebtedness of our subsidiaries;
. paying taxes; and

. paying dividends to our shareholders.

Our sources of liquidity consist mainly of the following:

. cash generated from our operating activities;

. existing cash and external borrowings, including CZK 30 billion available in committed back-stop
credit lines; and

. potential future borrowings.

Our principal sources of liquidity are cash generated primarily from our own operations, but also dividends
and other distributions from our subsidiaries, joint ventures and external financings. Operating expenses, capital
expenditures, development projects and acquisition projects are financed from a combination of our own liquidity
or liquidity available within the Group, bank loans and borrowings under debt securities. In addition, we have
CZK 30 billion available to us in the form of committed back-stop credit lines, CZK 11.0 billion of which is
available with a three year tenor and CZK 19.0 billion of which is available on a short-term basis. As of December
31,2011, only CZK 1.0 billion of the CZK 30.0 billion available to us had been drawn.

Cash Flow Data

The following is a discussion and analysis of our cash-flow data for the years ended December 31, 2011,
2010 and 2009, which has been derived from the consolidated statement of cash flows contained in our respective
consolidated financial statements. Please see “—Restatement of 2010 Financial Statements” for a description of
the restatement affecting the comparability of the periods below.

The following table summarizes our consolidated cash flow statement for the years ended December 31,
2009, 2010 and 2011.

Year ended December 31,

2010
2009 (restated) 2011
(CZK in millions)
Net cash provided by operating activities...........ccocvrevereeeceerieeeennrnne. 87,354 77,165 61,773
Total cash used in investing aCtiVIties ........ccecvereerereiereeeiereeieneeennen (99,022) (65,584) (52,876)
Total cash provided by (used in) financing activities.........c..cecevenee 22,230 (15,592) (8,419)
Net effect of currency translation in cash...........ccocceveeiiiiinieinne (1,138) (530) (602)
Net increase (decrease) in cash and cash equivalents................... 9,424 (4,541) (124)
Cash and cash equivalents at the beginning of the period................. 17,303 26,727 22,186
Cash and cash equivalents at the end of the period...........ccccecceuennenn. 26,727 22,186 22,062

Net cash provided by operating activities

Our consolidated operating activities generated CZK 61.8 billion in net cash in the year ended December
31,2011, a decrease of CZK 15.4 billion over the year ended December 31, 2010, when we generated CZK
77.2 billion in net cash from operating activities. This decrease in net cash from operating activities is primarily
attributable to a CZK 13.0 billion increase in working capital, caused primarily by faster growth of receivables
than liabilities (CZK 6 billion), a CZK 2.1 billion increase in highly liquid securities held and a CZK 2.0 billion
increase in fossil fuels stock; and to a CZK 1.7 billion increase in interest paid on our borrowings. The decrease
was partially offset by a CZK 3.0 billion decrease in income taxes paid.

Our consolidated operating activities generated CZK 77.2 billion in net cash in the year ended December
31,2010, a decrease of CZK 10.2 billion over the year ended December 31, 2009, when we generated CZK
87.4 billion in net cash from operating activities. This decrease in net cash from operating activities is primarily
due to the decrease in income before income taxes in the year ended December 31, 2010, compared to the year
ended December 31, 2009, and a decrease in liabilities (particularly those resulting from derivatives and trading
deals) that occurred more quickly than a decrease of receivables (particularly trade receivables).
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Total cash used in investing activities

Our total cash used in investing activities totalled CZK 52.9 billion in the year ended December 31, 2011, a
decrease of CZK 12.7 billion compared to the year ended December 31, 2010, when our total cash used in
investing activities totalled CZK 65.6 billion. This decrease in total cash used in investing activities was primarily
attributable to reduction in our investment program, both in capital expenditures (which decreased by CZK
10.6 billion for the year ended December 31, 2011) and financial investments (which decreased by CZK 7.0 billion
for the year ended December 31, 2011), accompanied by a CZK 4.1 billion decrease in loans made and
repayments, net during the year ended December 31, 2011, as compared to the year ended December 31, 2010.

Our total cash used in investing activities totalled CZK 65.6 billion in the year ended December 31, 2010, a
decrease of CZK 33.4 billion compared to the year ended December 31, 2009, when our total cash used in
investing activities totalled CZK 99.0 billion. This decrease in total cash used in investing activities was partially
attributable to a CZK 17.2 billion decrease in investments in shares of subsidiaries, associates, and joint ventures
during the year ended December 31, 2010. The decrease in total cash used in investing activities was also
attributable to a CZK 7.8 billion reduction in investments property, plant and equipment (including capital
expenditures) during the year ended December 31, 2010, as compared to the year ended December 31, 2009, and a
CZK 11.0 billion decrease in loans made and repayments, net during the year ended December 31, 2010, as
compared to the year ended December 31, 2009.

Total cash provided by (used in) financing activities

Total cash provided by (used in) financing activities decreased by CZK 7.2 billion in the year
ended December 31, 2011, to CZK 8.4 billion provided by (used in) financing activities, compared to CZK
15.6 billion provided by (used in) financing activities in the year ended December 31, 2010. This decrease is
primarily attributable to a CZK 4.8 billion decrease in the balance of borrowings and payments during the year
ended December 31, 2011, as compared to the year ended December 31, 2010, and a CZK 1.6 billion decrease in
dividends paid during the year ended December 31, 2011, as compared to the year ended December 31, 2010.

Total cash provided by financing activities decreased by CZK 37.8 billion in the year ended December 31,
2010, to CZK 15.6 billion used in financing activities, compared to CZK 22.2 billion provided by financing
activities in the year ended December 31, 2009. This decrease is primarily attributable to a CZK 35.6 billion
decrease in the balance of borrowings and payments during the year ended December 31, 2010, as compared to the
year ended December 31, 2009, and a CZK 1.7 billion increase in dividends paid during the year ended December
31,2010, as compared to the year ended December 31, 2009.

Borrowings

The following table illustrates the Group’s Net Debt as of December 31, 2009, 2010 and 2011. Net Debt, as
described below and defined by the Group, is a non-IFRS financial measure. Please see “Presentation of Financial
Information—Non-IFRS Measures.”

Year ended December 31,

2010
2009 (restated) 2011

(CZK in millions)

Long-term debt:

Bonds and debentures.........oooovvviiiiiiiiiiiiiieieeeeeeeee e 111,031 137,166 151,107

Long-term bank and other 10ans.............ccccovirineieneieiececee 14,522 17,660 32,842
Short-term loans:

Short-term bank 10anS...........cooovviieviiiieiie e 25,310 8,306 4,333

Bank overdrafts...........oooovviioiiiiiiieceeeee e 1,336 1,312 1,167

Other short-term bOrTOWINGS .........ccveeveriieieriieiereeee e 4,611 — —
TOCAL ..o 156,810 164,444 189,449
Cash and cash equivalents ............oceeirierieiiniee e (26,727) (22,163) (22,062)
Highly liquid financial assets).........cccccovveirieirieiiieeceeeeeeeeeienan (5,671) (7,743) (8,024)
INEEDIEDE ...t 124,412 134,538 159,363

(1)  Highly liquid financial assets are selected financial assets of the CEZ Group that can be very quickly transferred into cash, such as
money market funds and highly liquid bonds.
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Long-Term Loans
The following table illustrates the Group’s long-term debt maturity profile as of December 31, 2011.

Year ended
December 31, 2011

(CZK in millions)

CULTENE POTTION .ttt ettete et teeeestesitesteestesteesaesseesaeeseenseeseensesseensesseensesseensesnsensesnsenseensensens 19,264
Between 1 and 2 YEAIS ...ccuecueeiieiieiieiieit ettt ettt sttt sttt ettt et ne e st et nne e ees 15,260
Between 2 and 3 YEAIS ...cueiuieiieiieiieiieeit ettt ettt ettt ene et ene e enes 28,904
Between 3 and 4 YEAIS ...c.ueiuieiiiiieiieeiet ettt ettt ettt en e eae e enes 17,888
Between 4 and 5 YEAIS ...cueiuieiiiieii ettt a e 15,175
TREICATIET ...ttt e et e e e e et e e e et a e e e e e e aar e e e e e enaaeeeeas 87,458
Total long-term debt..............cooiiiiiiiiii e e 183,949

The Group’s long-term debt increased by CZK 29.2 billion, or 23.2%, from CZK 125.6 billion as
of December 31, 2009 to CZK 154.8 billion as of December 31, 2010. This increase is due to a CZK 26.1 billion
increase in total bonds and debentures and a CZK 3.1 billion increase in long-term bank and other loans during the
year ended December 31, 2010. The maturity profile of the new debt reflected our decision to extend the average
maturity of our debt portfolio during the year ended December 31, 2010 to protect against possible future levels of
low liquidity in debt capital markets. Accordingly, the average maturity of our debt increased by 25%, from
approximately 6.1 years as of December 31, 2009 to approximately 7.6 years as of December 31, 2010.

The Group’s long-term debt increased by CZK 29.1 billion, or 18.8%, from CZK 154.8 billion as
of December 31, 2010 to CZK 183.9 billion as of December 31, 2011. This increase is due to a CZK 13.9 billion
increase in total bonds and debentures and a CZK 15.2 billion increase in long-term bank and other loans during
the year ended December 31, 2011. Volatility in the capital markets prevented us from aggressively continuing to
extend debt maturities in 2011. The new debt we incurred in 2011 included some long term loans (primarily from
the European Investment Bank) and several longer dated private placement bond issues. Their impact on overall
debt maturity was offset by a public bond transaction and several bilateral loans, each with a maturity of five years
or less. As a result, the average maturity of our debt marginally declined from approximately 7.6 years as
of December 31, 2010 to approximately 7.4 years as of December 31, 2011.
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The following table sets forth our long-term debt at December 31, 2009, 2010 and 2011.

4.625% Eurobonds, due 2011 (EUR 154 million)........cccccevereenennne.
4.125% Eurobonds, due 2013 (EUR 500 million)...........ccccceevennennen.
5.125% Eurobonds, due 2012 (EUR 500 million)..........cccccevevennenn.
6.000% Eurobonds, due 2014 (EUR 600 million)..........c..cccccvevrnnenn.
3.005% Eurobonds, due 2038 (JPY 12,000 million)............ccoevenenn.
5.825% Zero Coupon Eurobonds, due 2038 (EUR 6 million)..........
4.270% Zero Coupon Eurobonds, due 2011 (CZK 1,400 million) ...
4.450% Zero Coupon Eurobonds, due 2011 (CZK 1,600 million) ...
5.750% Eurobonds, due 2015 (EUR 600 million)...........cccceeveernnenn.
2.845% Eurobonds, due 2039 (JPY 8,000 million).........ccccceeveneennee.
5.000% Eurobonds, due 2021 (EUR 750 million)..........ccccceveerennn.
6M Euribor + 1.25% Eurobonds, due 2019 (EUR 50 million)..........

As of December 31,

3M Euribor + 0.45% Eurobonds, due 2011 (EUR 110 million) .......
3M Libor + 0.70% Eurobonds, due 2012 (USD 100 million)...........
3M Euribor + 0.50% Eurobonds, due 2011 (EUR 100 million) .......
6M Pribor + 0.62% Eurobonds, due 2012 (CZK 3,000 million) ......
4.875% Eurobonds, due 2025 (EUR 750 million)...........ccccvevennennee.
4.500% Eurobonds, due 2020 (EUR 750 million)...........cccccvevennennee.
2.160% Eurobonds, due 2023 (JPY 11,500 million)...........c.ccuene....
4.600% Eurobonds, due 2023 (CZK 1,250 million)........cccceceeerenee
3.625% Eurobonds, due 2016 (EUR 500 million)..........cccccevveeuennenne
2.150%*IRp Eurobonds, due 2021 (EUR 100 million).....................
4.102% Eurobonds, due 2021 (EUR 50 million).......c.ccccceevvreenennnee.
4.500% registered bonds, due 2030 (EUR 40 million) ...........cc........
4.750% registered bonds, due 2023 (EUR 40 million) ........c.ccc.c.....
9.220% Debentures, due 2014 (CZK 2,500 million)............ccoerveenenn.
4.300% Debentures, due 2010 (CZK 6,000 million)..............coc........

Total bonds and debentures.............cocvveeeveeeeieeeeieeeeeeee e

Less: CUurrent POTtion .........ccceeeereeerierienienienienieieteeeeeeeeeresiesieseens

Bonds and debentures, net of current portion............cccceeeeruenee

Long-term bank and other loans:

Less than 2.00% P.a. .occveereeeriieieeieeie ettt
2.009% t0 2.99%0 Pl weeviriiiieeieee e
3.00% 0 3.99%0 Pa.veiiiiiiiiiieiieeeee e
4.00% 10 4.99%0 Pu.ceeviriiiiieeee s
6.00% 10 6.99%0 P .eiiriiriiiiriiiereeee e
More than 6.99% P ....ccveeierieieriieeeeee e

Total long-term bank and other loans ............ccooceeviiiiicnieicnenns

Less: Cutrent POrtion .......cc.eereeeerierienieeienieeee et eeees

Long-term bank and other loans, net of current portion..............

Total long-term debt..........ccccoivininininiiiice e

Less: Current POrtion .........ccceceeeeeeererentenieneensenieieeeeeeeesesesieneens

Total long-term debt, net of current portion ...........c.cceeeveeruennnes
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2009 2010 2011
(CZK in millions)

10,569 3,850 —
13,153 12,474 12,863
13,199 12,510 12,891
15,768 14,954 15,419
2,383 2,764 3,087
30 30 33
1,322 1,379 —
1,504 1,573 —
15,807 14,980 15,436
1,590 1,844 2,060
15,666 18,733 19,292
1,316 1,248 1,285
2,909 2,756 —
1,831 1,871 1,992
2,644 2,505 —
2,996 2,998 2,999
— 18,679 19,239
— 18,544 19,119
— — 2,962
— — 1,247
— — 12,798
— — 2,580
— — 1,284
— 976 1,006
— — 1,016
2,497 2,498 2,499
5,847 — —
111,031 137,166 151,107
(5,847) (12,063) (17,882)
105,184 125,103 133,225
9,895 6,200 7,892
3,736 10,609 14,679
338 44 8,980
552 431 384
— 192 —
1 184 907
14,522 17,660 32,842
(785) (2,723) (1,382)
13,737 14,937 31,460
125,553 154,826 183,949
(6,632) (14,786) (19,264)
118,921 140,040 164,685




The following table analyses the long-term debt at December 31, 2009, 2010 and 2011 by currency
(in millions). Please see “Description of Other Indebtedness” for a description of certain provisions of our material
other indebtedness.

As of December 31,

2009 2010 2011

Foreign Foreign Foreign
currency CZK currency CZK currency CZK

(in millions)

BUIO ..o 3,791 100,321 5,506 137,982 6,407 165,312
U.S. dollar......ccoueeeveeeieeeieeeeeeeee e 110 2,020 115 2,149 112 2,233
Japanese yen .......c.ccoocvvieniiiinineeeee 22,057 4,386 22,032 5,086 33,432 8,610
Polish ZIOty ....ooveeeieieieieeeee e 9 61 6 38 3 17
Romanian lei.......ccoccvvieiieiiiiiiiiiiiiieeceens 516 3,223 — — — —
Albanian leK.........c.oovveeeviiiieeiicieceieee, — — 508 89 406 76
South Korean Won ............ccocevveevveeieneeennn. 4,469 71 4,838 77 4,942 85
XDR—IMF Special Drawing Rights ........ 7 197 6 173 6 170
CZECh CTOWN ... — 15,274 — 9,232 — 7,446
Total long-term debt..................cocoo... 125,553 154,826 183,949

We use Euro-denominated liabilities and incur Euro-denominated debt as a natural hedge against exchange
rate fluctuations resulting from generation of revenues in currencies other than the Czech crown, particularly the
Euro, and endeavour to cover any remaining open positions by entering into hedging transactions, primarily
foreign exchange forward contracts. Please see “—Quantitative and Qualitative Disclosures About Market Risk.”
As of December 31, 2011, the fair value of our currency forward contracts qualified as hedging transactions
amounted to CZK (1,690) million. We also intend to enter into U.S.$/Euro currency swaps with respect to the
aggregate principal amount of the Notes plus interest payable to maturity.

Short-Term Loans

The Group’s short-term loans decreased by CZK 21.6 billion, or 69.2%, from CZK 31.2 billion as
of December 31, 2009 to CZK 9.6 billion as of December 31, 2010. This decrease was primarily due to a CZK
17.0 billion reduction in short-term bank loans during the year ended December 31, 2010, which resulted from our
decision to extend the average maturity of our debt portfolio during the year ended December 31, 2010 to protect
against possible future levels of low liquidity in debt capital markets. We therefore decreased short term bank
financing and replaced it with longer term bond issues. Accordingly, the average maturity of our portfolio
increased by 21%, from approximately 6.1 years as of December 31, 2009 to approximately 7.4 years as
of December 31, 2011.

The Group’s short-term loans decreased by CZK 4.1 billion, or 42.7%, from CZK 9.6 billion as
of December 31, 2010 to CZK 5.5 billion as of December 31, 2011. This decrease was primarily due to our
continuous efforts to extend the average maturity of our debt portfolio and related lower drawings of the short term
credit lines.

Capital Expenditures and Acquisitions

Our capital expenditure program is geared towards meeting our planned growth needs and ensuring that our
facilities remain cost-efficient. Over the last three years, we have made significant investments in both acquisitions
and capital expenditures, totalling CZK 203.5 billion. Our investments in acquisition of subsidiaries, associates
and joint ventures, net of cash acquired reached CZK 25 billion, CZK 8 billion and CZK 1 billion for the years
ended December 31, 2009, 2010, 2011, respectively.

Capital expenditures have totalled CZK 169.5 billion during the same period. These expenditures have
enabled us to improve efficiencies and upgrade our generation fleet and distribution facilities. Due to this high
level of investment over the past several years, we expect that our capital expenditure levels will substantially
decrease over the next three years. Our long term investment strategy includes the construction of two new nuclear
units at the Temelin nuclear power plant. This project is currently in the bidding stage, and the expected capital
expenditure range is wide. We do not plan to commit to making any significant capital expenditures until the
details of the design and all necessary permits are fully in place, which is expected to occur in 2016. We expect to
finance the related capital expenditures through a combination of debt issuances and operating cash flow. The
following table sets forth the Group’s capital expenditures by asset type for the years ended December 31, 2009,
2010 and 2011.
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Year ended December 31,

2010
2009 (restated) 2011
(CZK in millions)

Nuclear energy, including fuel procurement............c.ceeveeenreeenrnne. 8,418 7,814 9,118
Coal and CCGT power plants.........cceceeeerieieneeneseee st 17,274 20,473 15,829
Of WhiCh: 1etrOfItS ..o 5,433 8,552 6,717
NEW DUILA ..ovviiiiii e 10,711 11,246 8,483

OTNET .o 1,130 675 0,629

RENEWADIES ... 9,987 13,599 6,349
Distribution of eleCtriCity ......ceevvevieiiriieiicieieeeeeeeee e 13,112 12,501 12,232
Generation and distribution of heat ............cccccoooviiiiiiiiiiiiceeeece. 483 273 0,546
Mining of raw MaterialS...........ccvevveeeiereriierieieeeee e 3,709 3,869 3,693
Environmental ..........cc.cooooviiioiiiiiiiieee e 167 504 0,826
INfOormation SYStEIMS ......ccueveerieriierieeieieeiee ettt 1,707 1,049 1,275
Waste Management.........coovevuieiiiiiienie et 3 1 0
(@151 TSRO PRR SRR 1,762 1,632 1,245
TOCAL.......ooiiieiee e 56,622 61,715 51,113

The following table sets forth the Group’s capital expenditures by operating segment for the years
ended December 31, 2009, 2010 and 2011.

Year ended December 31,

2009 2010 (restated) 2011
Capital % of Capital % of Capital % of
expenditure total  expenditure total expenditure total
(CZK in millions, except percentages)

Power Production and Trading CE..........cccccoveieennne 28,720 50.7% 39,779 64.5% 27,533 53.9%
Distribution and Sale CE................ . 9,788 17.3% 9,645 15.6% 9,670 18.9%
Mining CE.......ccccovvveuencne . 3,525 6.2% 3,990 6.5% 4,121 8.1%
Other CE ..o 23,688 41.8% 27,456 44.5% 23,751 46.5%
Power Production and Trading SEE ...........ccccccceneee. 9,657 17.1% 3,459 5.6% 4,886 9.6%
Distribution and Sale SEE . 2,523 4.5% 2,994 4.9% 2,534 5.0%
Other SEE .......ccccoovvnne. . 921 1.6% 729 1.2% 775 1.5%
Elmination®.......c.oooeviviiiniciceeccereceene (22,200) (39.2)% (26,337) (42.8)% (22,157) (43.5)%
TOtal......oiii 56,622 100.0% 61,715 100.0% 51,113 100.0%

(1) Elimination of capital expenditures is primarily attributable to the Other CE segment, which purchases new equipment for other segments,
primarily the Power Production and Trading CE segment. Capital expenditures that appear in the elimination are accounted for in the
relevant segment the following year.

Contractual Obligations and Commercial Commitments

The table below sets out our contractual obligations and commitments as of December 31, 2011.

Trade
payables
Bonds and and other Guarantees
Loans debentures liabilities Derivatives® issued®
(CZK in millions)
Less than 1 year.......cccccoeeneeee. 7,611 24,974 52,116 338,258 6,034
Between 1 and 2 years.............. 3,103 19,207 193 73,882 —
Between 2 and 3 years.............. 11,558 23,730 82 15,514 —
Between 3 and 4 years.............. 2,876 20,151 45 755 —
Between 4 and 5 years.............. 2,741 16,623 58 748 —
Thereafter......cccccovvevvvvveieeeinnnnne 14,550 97,188 — 13,474 —
Total..........ccoooovviiieiiciee. 42,439 201,873 52,494 442,631 6,034

(1) Contractual maturities for derivatives represents contractual cash out-flows of derivative instruments, but at the same time the Group will
receive corresponding consideration.
(2) We allocate the maximum amount of guarantees issued to the earliest period during which the respective guarantee could be called.
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Investment Program

We are engaged in an ongoing construction program, currently estimated as of December 31, 2011 to total
CZK 225.4 billion over the next five years, as follows: CZK 64.3 billion in 2012, CZK 45.8 billion in 2013, CZK
44.3 billion in 2014, CZK 33.1 billion in 2015 and CZK 37.9 billion in 2016. These figures do not include the
expected acquisitions of subsidiaries, associates and joint ventures, which will depend on the number of future
investment opportunities, for which we will be a successful bidder and also considering the recoverability of these
investments.

The construction programs are subject to periodic reviews and actual construction may vary from the above
estimates. At December 31, 2011 significant purchase commitments were outstanding in connection with the
construction program.

Off-Balance Sheet Arrangements

In 2005 and 2006, a number of lawsuits were filed against us, relating to the realization of takeover offers
and squeeze-outs of minority shareholders in former regional electricity distribution companies Severo¢eské doly
a.s. and CEZ Teplarenska, a.s. The plaintiffs challenged the share prices established by valuators nominated by
courts. The information usually required by IAS 37 Provisions, Contingent Liabilities and Contingent Assets is not
disclosed on the grounds that it can be expected to prejudice the outcome of the litigation.

Quantitative and Qualitative Disclosures about Market Risk
Commodity Risk

Our exposure to commodity risk principally consists of exposure to fluctuations in prices of electricity,
emission allowances, coal and gas prices. Our primary exposure to commodity price risks arises from the
substance of our physical assets, namely power plants, and to a lesser extent from proprietary trading activities.

We manage the natural commodity risk connected with our electricity generation activities primarily by
selling the electricity we expect to produce on a one to three year forward basis. In addition, we purchase emission
allowances on a forward basis and enter into long-term contracts for coal and gas. As of December 31, 2011, we
had sold substantially all of the electricity we expect to generate in 2012 (100% corresponds to 55-60 TWh of our
expected annual generation in the Czech Republic) and we have entered into additional long-term contracts for
approximately 1.75 TWh of annual delivery extended through 2020.

We manage the commodity risk that results from our proprietary trading activities by establishing and
maintaining a system of limits for each trader or portfolio. If a limit is broken, trading of the responsible
trader/portfolio is restricted or ceased. The total limit allocated for trading activities is set in compliance with the
value of aggregate annual risk limit approved by the Board of Directors.

Foreign Currency Risk

We are exposed to transactional foreign currency risk in two main ways: on revenues and expenses that are
denominated in currencies other than the Czech crown; and because a significant portion of our debt (including the
Notes) is denominated in currencies other than the Czech crown. Please see “Liquidity and Capital Resources—
Borrowings.”

We present our consolidated results in Czech crown. Accordingly, our reported financial results are subject
to movements in exchange rates on the translation of financial information of businesses whose functional
currencies are not denominated in Czech crown. In particular, the revenues from our electricity sales in the Czech
Republic are denominated in Euro, and as a result, significant fluctuations in the exchange rates between the Euro
and the Czech crown could affect our reported results. Additionally, a significant number of our subsidiaries use
other currencies than Czech crown as their functional currency and fluctuations in the exchange rates between
these currencies and the Czech crown can affect our reported results. In addition, outstanding bonds, loans and
financing facilities denominated in currencies other than the Czech crown may also affect our overall exposure to a
particular currency. Please see “—FExplanation of Key Income Statement Items—Other Income (Expenses)—
Foreign exchange rate gains (losses), net.”

We manage our foreign exchange exposure in two major ways:

. Natural hedging: our primary policy is to endeavour to match the currency of our income
streams to the currency of our debt and expenditures whenever possible. Accordingly, we
endeavour to match our Euro revenues with debt (applying hedge accounting principles) and
expenses denominated in Euro. As of December 31, 2011, we had a notional amount of
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€5.6 billion in outstanding Euro denominated liabilities classified as a cash flow hedge under
IAS 39.

. Transactional hedging: we use FX forwards and FX swaps as a supplement to the natural
hedging strategy discussed above, primarily in situations when either the current amount of
natural hedging is not sufficient to fulfil our predetermined FX hedging strategy or when we
want to take advantage of market conditions to lock-in favorable exchange rates. As
of December 31, 2011, we had a notional amount of €1.2 billion in FX derivatives classified
as a cash flow hedge under IAS 39, the fair value of these derivative hedging instruments
amounted to CZK (1,690) million as of December 31, 2011. We also intend to enter into
U.S.$/Euro currency swaps with respect to the aggregate principal amount of the Notes plus
interest payable to maturity.

Credit Risk

Credit risk is the risk that we will incur a loss because our customers or counterparties fail to discharge
their contractual obligations. Our exposure to credit risk relates primarily to our operating and investing activities.
We use pre-determined credit limits to manage our credit exposures to individual financial partners and wholesale
partners. Our risk management team uses international credit ratings and internal financial evaluations of
counterparties to determine each of our counterparties’ credit-worthiness, then sets and continuously updates
individual limits according to these ongoing determinations. We also monitor the payment history of our business
partners involved in our electricity sales made to end customers in the Czech Republic, and set respective payment
conditions accordingly. This system indirectly determines an amount of our approved credit exposure and serves to
quantify expected and the potential losses. We have voluntarily adopted the robust credit risk methodology applied
to the banking sector per Basel II, and we quantify expected and potential losses every month on a 95%
confidence level.

Liquidity Risk

We are subject to liquidity risk to the extent that our current assets and available sources of funds may not
be sufficient to meet current liabilities. Liquidity risk may be heightened in an organization, such as ours, which
makes significant investments and has corresponding financial needs. Liquidity risk has been intensified since
2008 as banks and other sources of funding have adopted more stringent lending requirements in response to the
deteriorating condition of global financial markets. Our main source of liquidity has been cash flow from our
current operations and borrowings from third parties. We also use bilateral committed banking back-stop credit
lines as a liquidity reserve which could be utilized in case of liquidity shortage. As of December 31, 2011, the
volume of our back-stop credit lines was CZK 30 billion. Over the course of the year ended December 31, 2011
we extended the maturity of nearly 40% of our committed facilities from two to four years. Our bilateral facilities
are provided by thirteen banking institutions and mature at various dates throughout the calendar year to prevent a
large one-off impact should any institution fail to renew its respective commitment. As of December 31, 2011, we
had not experienced any withdrawal of committed banking credit lines during the past three years.

Interest Rate Risk

Our exposure to interest rate risk relates primarily to the costs of future borrowings and, to a lesser extent,
the costs of our floating rate borrowings. Changes in the level of interest rates can also affect, among other things,
(1) the cost and availability of debt financing and our ability to achieve attractive rates of return on our
investments; (ii) the debt financing capability of the investments and business in which we have invested; and
(iii) the rate of return on our uninvested cash balances.

As of December 31, 2011, 79% of our external borrowing was issued with a fixed interest rate. To a certain
extent we hedge the interest rate of the future borrowing we plan to incur in coming years, by using forward
starting interest rate swaps and interest rate swaptions. As of December 31, 2011, we had zero-cost swaption
collars (interest rate swaptions not requiring initial payment of premium) and an interest rate swap with the total
notional amount of €550 million.

Our outstanding bonds, loans and financing facilities denominated in currencies other than Euro (mainly
U.S.$ and JPY) are generally hedged using cross rate swaps, in which we enter into an agreement to pay fixed
interest flow in Euro in exchange for floating or fixed interest rate flow corresponding to the respective interest
costs on these liabilities.

We also hold a significant amount of interest rate sensitive securities, primarily Czech government bonds,
in restricted accounts used for the accumulation of cash balances for future nuclear decommissioning and fuel
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storage and for decommissioning and reclamation of mines. The interest rate risk on these positions is mainly
managed through maturity management.

Stock Price Risk

Stock price risk is the risk that changes in the price of the securities we hold will affect future cash flows or
the fair values of financial instruments. Our exposure to the risk of changes in the price of the securities we hold
relates primarily to our equity position in MOL. Please see note 4 to our consolidated audited financial statements
for the year ended December 31, 2011, which have been incorporated into this offering memorandum by reference.
The Group’s board of directors review and approve all significant investment decisions and our management team
monitors positions on a regular basis.

Critical Accounting Policies and Estimates

We prepare our consolidated financial statements in compliance with IFRS as adopted by the European
Union. As such, our management is required to make certain estimates, judgments and assumptions that it believes
are reasonable based on the information available. These estimates and assumptions affect the reported amounts of
assets and liabilities at the date of the financial statements, the reported amounts of income and expenses during
the periods presented and the related disclosure of contingent assets and liabilities.

We evaluate our estimates on an ongoing basis, using previous experience, consultation with experts and
other methods considered reasonable in the particular circumstances to ensure full compliance with IFRS and best
practice. Actual results may differ significantly from our estimates, the effect of which is recognized in the period
in which the facts that gave rise to the revision became known.

Our material accounting policies are set out in full in note 2 to our consolidated audited financial statements
for the years ended December 31, 2009, 2010 and 2011, which have been incorporated into the offering
memorandum by reference. Certain of our accounting policies have been identified as the most critical accounting
policies by considering which policies involve particularly complex or subjective decisions or assessments and
these are discussed below. The discussion below should be read in conjunction with the full statement of
accounting policies.

Provisions to Nuclear Decommissioning and Fuel Storage

We have recognized provisions for our obligations to decommission our nuclear power plants at the end of
their operating lives, to store the related spent nuclear fuel and other radioactive waste, initially on an interim
basis, and to provide financing for subsequent permanent storage of spent fuel and irradiated parts of reactors.

The provisions recognized represent our best estimates of the expenditures required to settle our present
obligations at the current balance sheet date. The estimated costs are based on decommissioning studies that are
approved by the Czech Nuclear Safety Authority and the Czech Repository Authority. The studies are updated
regularly to reflect changes in the estimates. We must make annual payments to a special escrow account to cover
future decommissioning costs. These payments depend on the estimated decommissioning costs, the estimated
time of decommissioning and other factors. If these factors change, our annual payments can change in the future.

The decommissioning process is expected to continue for approximately fifty and sixty years with respect
to the final operation of our Temelin and Dukovany plants, respectively. We anticipate that a permanent storage
facility will become available in 2065 and the process of final disposal of the spent nuclear fuel will then continue
until approximately 2075. The actual decommissioning and storage costs could vary substantially from the above
estimates because of new regulatory requirements, changes in technology, increased labor, materials, and
equipment costs or changes in the actual time required to complete all decommissioning, disposal and storage
activities. Many of the factors that are integral to the determination of the estimates, such as governmental
regulations and inflation, are beyond our control. Please see notes 2.24 and 18 of our consolidated financial
statements for the year ended December 31, 2011.

Goodwill

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred and
the amount recognized for non-controlling interest over the net identifiable assets acquired and liabilities assumed.
We review goodwill for impairment annually, or more frequently if events or changes in circumstances indicate
that the carrying value may be impaired. The impairment test involves determining the recoverable amount of the
cash-generating unit, which corresponds to the value in use. Value in use is the present value of the future cash
flows expected to be derived from a cash-generating unit discounted using WACC. Value in use is determined on
the basis of an enterprise valuation model and is assessed from a company internal perspective. Values in use are
determined based on cash flow budgets, which are based on the medium-term budget approved by management for
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a period of five years. These budgets are based on our past experience, as well as on expected future market
trends. The actual cash flows of the cash-generating units as well as the actual cost of capital could vary
substantially from the above estimates.

Derivatives

IAS 39 Financial Instruments: Recognition and Measurement, requires every derivative instrument
(including certain derivative instruments embedded in other contracts) to be recorded in the balance sheet as either
an asset or liability measured at its fair value. IAS 39 requires any changes in the derivative’s fair value to be
currently recognized in earnings, unless specific hedge accounting criteria are met.

The fair value of derivatives is estimated using valuation models. The use of valuation models requires
making assumptions and estimates regarding the volatility of underlying and inputs of market data, such as
currency rates, interest rate curves, etc. Results of the valuation models could differ significantly from values
obtained from other valuation models because of different assumptions, estimates and market data used in those
models.

Hedge Accounting

We use derivatives and other financial instruments such as interest rate swaps, foreign currency contracts,
Euro-denominated liabilities and commodity contracts to hedge the risks associated with interest rate, foreign
currency and commodity price fluctuations. We enter into cash flow hedges of future highly-probable forecast cash
inflows from sales denominated in Euro against currency risk, cash flow hedges of future highly-probable
purchases of emission allowances, and cash flow hedges of highly-probable forecasted electricity sales in the
Czech Republic. For cash flow hedges the effective portion of the changes in the fair value of the hedging
instruments is recognised in other comprehensive income and the amounts accumulated in equity are transferred to
the income statement in the periods when the hedged item will affect profit or loss. The application of this
accounting policy depends on certain assumptions made by management, including the probability that the forecast
transaction will occur in the expected period and amounts.

Deferred Tax

We have significant deferred tax assets and liabilities which are expected to be realized through the income
statement over extended periods of time in the future. In calculating the tax-deferred items, we are required to
make certain assumptions and estimates retarding the future tax consequences attributable to differences between
the carrying amounts of assets and liabilities as recorded in the consolidated financial statements and their tax
basis. Significant assumptions made include the expectation that: future operating performance for subsidiaries
will be consistent with historical operating results; recoverability periods for tax credits and net operating loss
carryforwards will not change; and existing tax laws and rates which we are subject to will remain unchanged into
the foreseeable future.

We believe that we have used prudent assumptions and feasible tax planning strategies in developing the
deferred tax balances. However, any changes to the facts and circumstances underlying the assumptions could
cause significant change in the deferred tax balances and resulting volatility in its operating results.

New Accounting Standards

We did not adopt any new accounting policies during the years ended December 31, 2011 or December 31,
2009 that had a material impact on our financial position or performance.

During the year ended December 31, 2010, we adopted IFRS 3—Business Combinations (as revised) and
IAS 27—Consolidated and Separate Financial Statements (as amended). IFRS 3 (revised) introduces significant
changes in the accounting for business combinations occurring after this date. These changes affect the valuation
of non-controlling interest, the accounting for transaction costs, the initial recognition and subsequent
measurement of a contingent consideration and business combinations achieved in stages, as well as the amount of
goodwill recognized, the reported results in the period when an acquisition occurs and future reported results.
IAS 27 (amended) requires that a change in the ownership interest of a subsidiary (without loss of control) is
accounted for as a transaction with owners in their capacity as owners. Therefore, such transactions will no longer
give rise to goodwill, nor a gain or loss. Furthermore, the amended standard changes the accounting for losses
incurred by the subsidiary, as well as the loss of control of a subsidiary. As a result of the adoption of these revised
standards, we charged transaction costs related to ongoing acquisitions and accumulated through December 31,
2009 directly to retained earnings as of January 1, 2010.
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REGULATION

Below is a brief summary of the rules and regulations applicable to the CEZ Group in the Czech Republic,
Bulgaria and Romania, certain of our principal markets. With the accession of the Czech Republic to the
European Union on May 1, 2004, the Czech Republic adopted the customs, rules and regulations of the European
Union, and therefore we have also included a description of the 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 European Commission began regulating the E.U. energy market by enacting 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) in 1996 and 1998, respectively. The E.U. First Electricity Directive and the E.U. First Gas Directive
were designed to open access to the internal 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 Directive 2003/54/EC Concerning Common Rules for the
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 commercial and 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 option of 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, and trade market; and the implementation of so-called “legal
unbundling” meaning that each transmission and distribution system operator had to be separated, at least in terms
of legal form, organization and decision-making, from other 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
customers the 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 and kinds of fuel used 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. With regard to the independent regulatory 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

In 2007, the European Commission published an “energy package,” which contained proposals for the
establishment of a new energy policy and strategy for a more integrated and competitive energy market within the
European Union. Designed to ensure a stable energy supply and combat climate change, the energy package set
certain targets, including:

o further liberalization of electricity markets;
* areduction of at least 20% in greenhouse gas emissions by 2020;
* a20% share of renewable energies in E.U. energy consumption by 2020; and

 for the sectors subject to emissions trading, a 20% reduction in CO, levels by 2020.
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Subsequently, in 2009 the European Union adopted the climate and energy package (the “E.U. Climate and
Energy Package”), including, but not limited to Directive 2009/72/EC Concerning Common Rules for the Internal
Market in Electricity (the “E.U. Third Electricity Directive”) and Directive 2009/73/EC Concerning Common
Rules for the Internal Market in Natural Gas (the “E.U. Third Gas Directive”). These directives were designed to
complete the liberalization of the electricity and gas markets within the European Union. In particular, the E.U.
Climate and Energy Package 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:

. Full ownership unbundling. This option entails vertically integrated undertakings selling their gas and
electricity grids to an independent operator, which will carry out all network operations.

. Independent System Operator (“/SO”). Under this option, vertically integrated undertakings maintain
the ownership of the gas and electricity grids, but they are obliged to designate an independent
operator for the management of all network operations.

. Independent Transmission Operator (“/70”). 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 and transmission. 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.

The E.U. Climate and Energy Package also enhanced consumers’ rights by establishing the right to (i)
change electricity or gas supplier without cost (the process of switching must be completed within three weeks),
and receive the final closure statement at the latest six weeks after the switch; (ii) 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. Climate and Energy Package provides for the creation of an agency within the European
Union for the coordination of national energy regulators, which will issue non-binding framework guidelines for
national agencies. It is expected that this will result in a more harmonized energy regulation across the European
Union. The Czech Republic implemented the E.U. Climate and Energy Package in August 2011.

Cross-Border Trading of Electricity

Besides focusing on liberalizing internal energy markets in every member state, European energy regulation
is also designed to improve cross-border trade of 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 regulation required the establishment of a committee of national experts chaired by
the European 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 European Commission adopted
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”). 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 “ENTSO for Electricity”), composed of designated transmission network operators from all member
states. Some of ENTSO for Electricity’s responsibilities include:

. the adoption of a ten-year network development plan;

. recommendations relating to the coordination of technical cooperation between E.U. transmission
system operators;

. an annual work program;

. the management of the electricity transmission system;
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. allowing the trading and supply of electricity across borders in the European Union; and
. ensuring that there is continuous cooperation in congestion management.

Consequently, transmission system operators have a duty to put in 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 which receive compensation for costs incurred as a result of hosting cross-border flows of electricity on
their networks. Compensation is paid by the operators of national transmission systems from which cross-border
flows originate. Charges for access to networks are also applied by operators.

Energy Infrastructure
Gas Infrastructure Legislation

In November 2005, the European 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 addressed a number of issues such as 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 Regulation 715/2009 on Conditions for Access to Natural Gas
Transmission Networks (the “E.U. Natural Gas Transmission Regulation”).

The E.U. Natural Gas Transmission Regulation complements 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 as well as storage and liquefied natural gas facilities for all 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
Transmission System Operators for Gas (“ENTSO for Gas”), composed of gas transmission network operators
from all member states. ENTSO for Gas is responsible for adopting:

. common network operation tools;
. a ten-year network development plan;

. recommendations relating to the coordination of technical cooperation between Community
transmission system operators; and

. annual work programs, annual reports and supply outlooks.
Security of Electricity and Gas Supply
Electricity supply

In December 2003, 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 states to 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 minimum operational 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 system operators, a system adequacy 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.

Gas supply

Following the Russian-Ukrainian gas crisis of January 2009, Regulation (E.U.) No. 994/2010 Concerning
Measures to 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
disruptions to gas supplies, such as risk assessment mechanisms, preventive action plans and emergency plans,
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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.

Proposed Changes for Energy Infrastructure

The European Commission recently launched a proposal for a Regulation on Guidelines for trans-European
energy infrastructure which would ensure completion of strategic energy networks and storage facilities by 2020.

To this end, the Commission has identified 12 priority corridors and areas covering electricity, gas, oil and
carbon dioxide transport networks. The general objective of this initiative is to ensure sufficient and timely
development of energy infrastructures across the European Union and neighboring countries in order to facilitate
continuous and unrestricted cross-border energy flow. The Regulation proposes (i) a regime of “common interest”
for projects contributing to implementing these priorities, (ii) the streamlining of permit-granting procedures to
significantly reduce their duration for projects of common interest and (iii) the provision of direct E.U. financial
support to projects of common interest based on certain specific eligibility rules. The territory of the Czech
Republic is included in the project of Central/South Eastern Electricity Connections and 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.

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 from non-fossil renewable energy sources such as
wind, solar, geothermal, wave, tidal, hydroelectric, biomass and biogas energies, became a priority of the European
Union. To this end, E.U. bodies 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”). The E.U. Renewable Energy Directive establishes a target for each member
state 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 Community. Moreover, the contribution of renewable energy in the
transportation sector must amount to at least 10% of final energy consumption in the sector by 2020.

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 focusing solely 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 provides the legal basis for conducting business in the energy sector and obtaining the necessary licenses for
the production, distribution and sale of electricity, gas and heat. The Czech Parliament enacted the Czech Energy
Act in 2000 and broadly amended it in August 2011 as a means of implementing the E.U. Third Electricity
Directive. The Czech Energy Act contains provisions in compliance with applicable E.U. legislation. Its main
principles are: (i) to conduct business in the electric energy sector only with licenses issued by the 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:
. Act No. 86/2002 Coll., on protection of the air, as amended (the “Czech Air Protection Act”);

. Act No. 695/2004 Coll., on conditions for trading with emission allowances, as amended (the “Czech
Emission Allowances Act”);

. Act No. 18/1997 Coll., the nuclear act, as amended (the “Czech Nuclear Act”),

. Act No. 180/2005 Coll., on the promotion of production of electricity from renewable energy
resources, as amended (the “Czech Renewable Energy Act”);

. Act No. 44/1988 Coll., on Protection and Exploitation of Minerals, as amended (the “Czech Mining
Act”); and

. Act No. 76/2002 Coll. on integrated pollution prevention and control, as amended, (the “Czech IPPC
Act”).
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Regulatory Authorities

The main governmental authorities supervising the energy sector are the ERO, the State Energy
Inspectorate (the “SEI), the Ministry of Industry and Trade of the Czech Republic (the “Czech Ministry of
Industry”) and the Ministry of Environmental Matters of the Czech Republic (the “Czech Ministry of
Environmental Matters™).

The Czech Ministry of Industry is responsible for processing the state energy conception in compliance
with Czech legislation, for administering matters in connection with renewable energy resources and for
compliance with applicable E.U. legislation. The Czech Ministry of Environmental Matters primarily administers
matters in connection with emission allowances and air pollution. Following implementation of the E.U. Climate
and Energy Package and the amendment of the Czech Energy Act in August 2011, a wide range of powers
previously granted to the SEI were transferred to the ERO. Currently, the SEI is responsible for ensuring that
electricity market participants comply with renewable energy legislation and legislation concerning energy
economy, applying sanctions where necessary. The SEI will continue to monitor compliance with regulations
regarding support of renewable energy resources.

The ERO is the Czech Republic’s primary energy regulatory body. The ERO has the right to issue licenses,
fix prices and adopt rules implementing energy legislation. The ERO is also entitled to proceed independently
from other governmental authorities and has been designated as the main supervisory authority in the energy
sectors. The ERO has the right to review and certify the implementation of unbundling rules, review contractual
relationships between vertically integrated companies, perform local inspections of business premises and request
the provision of documents and information, as well as to perform market functioning analyses or cooperate with
the Czech Office for Protection of Competition. In the event that applicable regulations under the Czech Energy
Act are breached, the ERO may, in the case of holders of licenses for electricity production, trading and
distribution, impose fines of 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% of the 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 for giving 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. As of 2012, the ERO is financed by a fee of CZK 2.0 per MWh
for electricity and CZK 1.0 per MWh for gas charged to market participants as a part of the regulated price of
electricity and gas.

Electric Energy Sector
Licensing Regime

Under the 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 from the 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 or a branch office in the Czech Republic. In order to avoid the possibility of
the ERO making discriminatory decisions, the ERO is obliged to issue the license if the applicant meets certain
statutory requirements. The ERO may renew or extend a license if the 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. Licenses are
granted for a specified period of time (up to a maximum of 25 years, with the exception of (i) the license for
electricity trading, which is issued for a set period of five years; and (ii) the license for the market operator, which
is issued for a set period of 25 years). 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

If a company wishes to construct a power plant with an installed electrical output of more than 100 kW, it
must obtain an authorization from the Czech Ministry of Industry. The issuance of such authorization by the Czech
Ministry of Industry is discretionary, however, the following factors must be taken into account:

. compliance with the state energy conception (which is a resolution of the Czech Government defining
its strategic goals in the energy sector, including, among other things, its 30 year outlook);

. compliance with the national action plan for renewable sources of energy;

. compliance with the grid development plans;
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. the geographic placement of the plant;
. use of primary sources of energy;

. energy efficiency; and

. financial soundness of the investor.
Coal-fired power plants

The operation of a coal-fired power plant requires possession of a power generation license, as well as
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.

Czech Air Protection Act

Coal-fired power plants must comply with several regulations under the Czech Air Protection Act. For
example, the company operating a coal-fired power plant is subject to the “polluter pays” principle under which it
must pay emission charges to the State Environmental Fund for emissions of specified volumes of various air
pollutants, including sulfur oxides (“SO,”), mono-nitrogen oxides (“NO,”), carbon monoxide, methane and
particulate matters (such as dust and grit). The State Environmental Fund is a separate budgetary organization
under the administration of the Czech Ministry of Environmental Matters created for the purpose of protecting the
environment and serves as a depository for all charges, contributions and fines. Additionally, the Czech Air
Protection Act prescribes emission binding limits on the concentration of emitted air pollutants.

The Czech Air Protection Act also allows governmental and regional authorities to set aggregate emission
limits on the total amount of air pollutants which power plants may emit into the air. Currently, such aggregate
emission limits have been set by the government for so called “existing particularly large combustion plants” for
which a building permit was issued prior to July 1, 1987. The owners of such plants must submit plans regarding
emission limits to the competent authorities in order to comply with both the aggregate and individual emission
limits.

The Czech Air Protection Act empowers the Czech Ministry of Environmental Matters to temporarily
restrict emissions or reduce or shut down output from certain pollution sources if overall air pollution limits are
exceeded, even if a given pollution source does not exceed applicable limits. The Czech Air Protection Act also
empowers the Czech Environmental Inspection Agency to order any pollution source exceeding pollution limits to
be shut down.

Lower emission limits

Starting January 1, 2016, the aggregate emission limits for NO, assigned to “existing particularly large
combustion plants” in the Czech Republic will be reduced by approximately 28—-30%. Power plants for which a
construction permit was issued between July 1, 1987 and December 31, 2002 and which have an installed capacity
of at least 500 MW, will be subject to reduction of 50% in NO, emission limits.

Proposed new Czech Air Protection Act

Amendments to the Czech Air Protection Act are pending which aim, among other things, to implement
certain parts of the E.U. Directive 2010/75/EC on industrial emissions (on integrated pollution prevention and
control) which entered into force on January 6, 2011 and must be transposed into Czech legislation by January 7,
2013 (“Industrial Emissions Directive™).

The Industrial Emissions Directive requires E.U. member states to impose NO,, sulfur dioxide and dust
emission limits on combustion plants, which are more stringent than such limits currently imposed by E.U. and
Czech legislation. The specific value of such emission limits depends on various factors, including total rated
thermal input, type of fuel used by the combustion plant or the date on which such plant was put into operation (or
has been granted a permit). Combustion plants put into operation after January 7, 2014 will be required to comply
with the most stringent emission limits. Less stringent emission limits apply to certain combustion plants put into

operation prior to November 27, 2003 which do not exceed 1,500 operating hours per year.

The Industrial Emissions Directive allows for two exemptions from the new emissions limits described
above. First, E.U. members states are not required to impose the new emission limits (except for certain emissions
limits regarding NO, ) in respect of combustion plants put into operation prior to November 27, 2003 if they
implement a transitional national plan under which the relevant combustion plants will be permitted to retain their
original emission limits but will be subject to an aggregate emissions ceiling which will be decreased on a linear
basis until 2020. Second, E.U. member states may allow combustion plant operators to apply for an exemption
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from the new emission limits, provided such plants will end their operations by December 31, 2023. According to
publicly available information, the Czech government plans to implement both of these exemptions in the new
amended Czech Air Protection Act.

Carbon compliance — phase 11

Legislation adopted by the European Union as a result of the 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 European Trading System for CO, emission allowances (“E.U. ETS”) is
in Phase II. Phase II allows for offsets from Joint Implementation and Clean Development Mechanism projects to
be used in place of emission allowances.

In addition, under Phase II, each European Union member state was obliged to submit a national allocation
plan of carbon allowances to the European Commission for confirmation. This plan determined both the total
amount of carbon allowances allocated to the respective European Union member state for the entire five year
period of Phase II and the annual amount of carbon allowances allocated to certain identified facilities producing
CO,. Phase II is scheduled to complete on December 31, 2012 and Phase III begins in 2013.

Taxation of allocated emission allowances during phase II

The Czech Republic assigned the emission allowances that it had been allocated under the Czech Emission
Allowances Act without cost to certain CO, producing facilities. In the event that such facilities reduce their CO,
emissions, they may sell the assigned emission allowances on the market for a profit. Conversely, in the event that
such facilities require more emission allowances, they must buy the emission allowances on the market and, as a
result, incur additional expenses.

Due to certain economic and political events, including the increase in the number of solar power plants in
2010, electricity prices increased and the Czech Parliament amended the Czech tax law. A tax was imposed on
CO, emissions producers who sell electricity to third parties, which amounts to 32% of the average market value
of all emission allowances allocated without cost to CO, emissions producers in a given year (where market value
is determined by the Czech Ministry of Environmental Matters). Certain emission allowances obtained for the
purpose of combined production of heat and electricity are exempt from the tax.

Contestation by Czech senators

Members of the Czech Parliament have filed a complaint with the Constitutional Court of the Czech
Republic requesting that the Constitutional Court repeal certain changes adopted in connection with the Czech
Renewable Energy Act tax and the abolition of the 5-year tax break, as described in “—Renewable Energy
Sources—Amendment of the Czech Renewable Energy Act.” The case is still pending and a decision is expected to
be reached in the course of 2012.

Other obligations regarding carbon compliance

The Czech Emission Allowances Act also requires that specified facilities producing CO, emissions,
including coal-fired power plants, obtain a special license issued by the Czech Ministry of Environmental Matters
permitting their operation and certifying they are capable of complying with various requirements, including
monitoring and periodic reporting obligations to competent authorities.

Carbon compliance — phase 111

Phase III begins on January 1, 2013. Directive 2009/29/EC dated April 23, 2009, established the basis for
Phase III of the E.U. ETS. Phase III introduces significant changes, including a longer trading period (8 years,
compared to 5 years under Phase II) and a greater harmonization of rules relating to emission allowances
allocation. In addition, European Union member states will no longer submit their national allocation plans for
approval. The European Commission will instead set an emission allowance cap for the European Union, which
determines the maximum amount of emissions possible. Currently, the cap, subject to further possible adjustments,
is set at approximately 2.04 billion emission allowances per annum.

From 2013 until 2020, the cap will decrease 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 37.4 million emission allowances. This annual reduction will continue beyond
2020 but may be subject to revision not later than 2025.

Allocation of emission allowances during phase 111

Phase III rules prohibit the allocation of emission allowances without cost to electricity generators from
2013 onwards. Instead the electricity generators trade the emission allowances they require on the E.U. ETS
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market. There is an exemption for the 10 newest European Union member states, including the Czech Republic,
which may continue to allocate limited volumes of emission allowances without cost to installations that began to
generate electricity before December 31, 2008 or for which the investment process was “physically initiated” by
that date (the “E.U. Emissions Exemption™). The transitional period for the E.U. Emissions Exemption expires

on December 31, 2019, so by 2020, all emission allowances must be paid for. European Union legislation requires
installations benefiting from this exemption to invest in projects designed to modernize electricity generation in
the European Union member state concerned. The value of the investments should mirror the value of the
allocation.

Application by the Czech government

On September 21, 2011, the government of the Czech Republic, under the E.U. Emissions Exemption,
approved a national plan for investments in retrofitting and upgrading the infrastructure and clean technologies in
the energy sector, which forms part of the application submitted on September 30, 2011 to the European
Commission. The European Commission has the task of assessing and approving or rejecting the proposed
allocation of emission allowances without cost, within six months, taking into account the criteria set out in the
2003/87/EC Directive on greenhouse gas emission allowances. The final decision of the European Commission is
expected by March 31, 2012.

Nuclear Energy Power Plants

Under Czech legislation, nuclear power plant operators are required to obtain special nuclear permits. These
include permission from the Ministry of Environmental Matters and the Ministry of Industry and a license issued
by the Czech Republic 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, there is no assurance that nuclear permits
will be issued, renewed or extended.

Nuclear incident liability

On June 24, 1994, the Czech Republic became a party to the Vienna Convention on Civil Liability for
Nuclear Damage (the “Vienna Convention™). On the basis of the principles of the Vienna Convention, the Czech
Parliament enacted the Czech Nuclear Act in July 1997. The Czech Nuclear Act provides that only the operator of
a nuclear facility is liable for any damage caused by a nuclear incident and that the operator’s liability for such
damage is limited to CZK 8 billion per incident. The Czech Nuclear Act also provides that operators of nuclear
facilities are obliged to acquire insurance covering potential liabilities for damages resulting from the 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 safety

Pursuant to Czech law, SONS is responsible for supervising the safe operation of nuclear power plants, the
quality of selected activities, repair and maintenance, personnel training and regulatory compliance. Inspectors are
permanently on site at nuclear power plants to monitor performance and compliance with safety standards and
operating procedures, and to make sure that appropriate improvements are made by the license holder. Safe
operation of a nuclear power plant is governed by documentation and reporting requirements, approved by SONS
(such as Technical Specifications and Radioactive Effluent & Emission Monitoring Programs).

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 “ESA4”), which endorses and co-signs all new 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, the Czech Repository Authority was established on June 1, 1997, which carries out particular
activities associated with disposal of nuclear waste. The Czech Nuclear Act provides that a generator of nuclear
waste remains responsible for storage of nuclear waste and related costs until the waste is transferred to the Czech
Repository Authority. The Czech Repository Authority centrally organizes, supervises and is responsible for all
final disposal facilities and deposition of nuclear waste therein.

The Czech Repository Authority is funded by the Czech Nuclear Account. All nuclear waste generators
have a duty to contribute cash to the Czech Nuclear Account on a monthly basis. The contribution is determined
based on the estimated total costs of management and liquidation carried out by the Czech Repository Authority,
and on the share of the respective waste generator.
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Maintenance contributions to SONS

Since January 1, 2012, all operators of nuclear facilities and applicants for permits to operate nuclear
facilities must pay contributions to fund the operation and maintenance of SONS. The contribution consists of:
(1) a lump sum of between CZK 30 million and CZK 150 million, payable with an application for permission to
commence operation of a nuclear 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 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 requires a contribution from every nuclear plant operator to special escrow accounts
for future decommissioning of its facilities.

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,
our nuclear power plants have been subject to a number of on-site IAEA assessments. The first Operational Safety
Review Team (“OSART) assessment took place at Dukovany nuclear power plant in 1989 and others took place in
1991 and in November 2001.

In 1991, TAEA and the Nuclear Energy Agency of the OECD introduced a seven grade international nuclear
events scale, an internationally recognized standard used to inform the public of the safety of a nuclear event.
Levels 4 to 7 are termed “accidents” with a significant radiation exposure off-site, whereas Levels 1 to 3 are
termed “incidents” with exposure at the nuclear facilities only.

Renewable Energy Sources
History

On January 10, 2007, the European Commission launched its climate and energy package for the European
Union to achieve a 20% reduction in 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
and the 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 the Czech Renewable Energy Act as a means of implementing the
first renewable energy directive, 2001/77/EC. Under the provisions of this 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 (i) priority access to the distribution grid and (ii) financial support 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.

Amendment of the Czech Renewable Energy Act

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 and the instable nature of solar energy caused an
increase in electricity prices for end-consumers. As a result, in 2010 the Czech Parliament approved significant
changes to the rules on support of solar power plants, including:

. significant limits on eligibility (e.g. support is only provided for small solar power plants on rooftops
of buildings);

. in relation to facilities put into operation on or after January 1, 2011, the authority of the ERO to
decrease fixed feed-in tariffs by more than 5%, provided that the investment repayment period is
shorter than 11 years;

. withholding tax imposed on operators of solar facilities put into operation between January 1, 2009
and December 31, 2010, in the amount of (i) 26% of the income corresponding to the feed-in tariff or
(i1) 28% of the income corresponding to the “green bonus,” as applicable. This tax is applicable
until December 31, 2013;

. abolition of the exemption from income tax;
. increased fee for solar facilities being built on agricultural land; and

. state subsidies introduced as financial support for renewable energy.
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Contestation by Czech senators

For information on this contestation, see “—Electric Energy Sector—Electricity Generation—Contestation
by Czech senators.”

The Czech New Renewable Resources Act

New legislation relating to renewable resources is pending, the purpose of which is to implement the E.U.
Directive 2009/28/EC (the “Czech New Renewable Resources Act”).

The Czech New Renewable Resources Act is designed to regulate all types of ecological energy sources,
and support for these sources, as well as the co-generation of electricity and heat and specific measures designed
to support co-generation. Under the Czech New Renewable Resources Act, the Czech Ministry of Industry will
elaborate the “National Action Plan” that will mirror the targets set by the European 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 different types of renewable energy sources to contribute different shares of total
consumption. The Czech New Renewable Resources Act differs from previous legislation in that only some
renewable energy sources will be eligible for support and the support of new power plants will depend on
compliance with the National Action Plan.

Pursuant to the Czech New Renewable Resources Act, subsidies paid to the power plant operators will be
predominantly in the form of green bonuses. The option to sell the electricity under feed-in tariffs will be granted
only to an extremely limited group of very small producers. The payment of green bonuses will be based upon
offer and demand, in order to encourage operators to produce electricity only when there is a demand. The Czech
New Renewable Resources Act retains all of the measures of previous legislation designed to prevent the
exploitation of large solar power plant projects implemented. It only applies to new power plant constructions,
whereas power plants that commenced operation prior to enforcement of the Czech New Renewable Resources
Act (or during a given grace period) are subject to the former regime.

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 from the state enterprise and in 1994, they were transformed into joint stock
companies (the “REAS”), and offered to the public as part of the privatization process in 1995. The Czech
Republic, through the 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 of the 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 the entire transmission grid to CEPS, a.s.

Current Structure

Currently, following implementation of applicable E.U. legislation, the Czech electricity transmission and
distribution system is structured as follows:

. the transmission system is owned by CEPS, a.s.;

. the distribution system is predominantly owned by three companies being successors of the REAS:
CEZ Distribuce, a.s., E.ON Distribuce, a.s. and PREdistribuce, a.s.;

. ownership unbundling has been implemented in relation to the transmission system;

. management, accounting and legal unbundling has been implemented in relation to the distribution
systems;

. as a result of unbundling legislation, any applicant must be provided full access to the transmission
and distribution networks and to transmit or distribute electricity through these networks, to the extent
technically practicable; and

. since January 1, 2006 the electricity market has been fully liberalized and all end-consumers are
considered as eligible 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).
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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. r. 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:
(1) generators (producers); (ii) the transmission grid operator (CEPS, a.s.); (ii1) 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, non-
regulated and regulated. The first, non-regulated, component is the market price of electricity as a commodity
which is freely negotiable between contracting parties. The second, regulated, component consists of the following
items, the prices of which are set by the ERO:

. transport and distribution of electricity;

. system services;

. additional costs of energy generation from renewable sources and CHP; and
. the costs of operation of OTE and partly the ERO.

The ERO bases regulated prices of electricity transport and distribution on revenue limits related to
predicted distributed electricity volume. The revenues are calculated as the sum of the following four components:

. price of using the grid which reflects costs of covering losses during the transportation;

. operating expenses, which are updated (taking into account the inflation and the price index of market
services and sector efficiency factor) using historical data;

. depreciation; and

. regulatory rate of return (profit margin), which is a product of weighted average cost of capital
(WACC) and regulatory assets base. WACC is annually updated based on the risk free rate, costs of
debt, market risk premium related to the Czech Republic and tax rate.

Trading

As well as trading on the electricity spot market which is organized by OTE, trading on the electricity
futures market is offered by the Power Exchange Central Europe (“PXE”). The spot market is also accessible
through the PXE. Currently, the PXE offers power trading with standardized products for Czech, Slovak 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

Under the Czech Energy Act, heat generators and distributors must have a license from the ERO. The price
of heating supply is calculated pursuant to applicable legislation and the ERO pricing regulations for the relevant
calendar year. The ERO bases regulated prices on economically justifiable expenses, a profit margin and value
added tax.

Support of Co-Generation of Heat and Electricity

The Czech Energy Act promotes co-generation by providing priority access for co-generation facilities to
the distribution and transmission grid and by imposing an obligation on all heat distribution license holders to
purchase heat produced through co-generation. Operators of efficient co-generation facilities are entitled to obtain
bonuses on electricity prices. These bonuses depend on the installed capacity of the power plant and are funded by
the regulated price of electricity.

Exemption from Emission Allowances Gifi Tax

As stated above, certain emission allowances which are allocated without cost for the purpose of combined
production of heat and electricity are exempt from the special 32% gift tax (see “—Electricity Generation—
Taxation of allocated emission allowances during phase II” above). The specific amount of exempt emission
allowances for a given electricity generator is determined based on the ratio of the average volume of electricity
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produced from co-generation of heat and electricity in 2005 and 2006 to the average total volume of electricity
produced in 2005 and 2006.

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 “—FEuropean Union
Legislation—History of Energy Regulation.”

Licensing Regime

Gas suppliers must obtain licenses from the ERO for transportation, distribution, trading and storage, as the
case may be. In order to avoid the possibility of the ERO making discriminatory decisions, the ERO is obliged to
issue the license if the applicant meets certain statutory requirements. Licenses are granted for a specified period
of time (up to a maximum of 25 years, with the exception of the license for gas trading, which is issued for a set
period of five years, and the license for the market operator on the gas market, which is issued for a set period of
25 years). The list of license holders is published in a bulletin issued by ERO and the information about the license
holders is published on the ERO website.

Transmission and Distribution of Gas
History and current structure

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, a.s. and its two
subsidiaries CEZ Prodej, s.r.0. and CEZ Energetické sluzby, s.r.o.

Currently, following implementation of applicable E.U. legislation, including the E.U. Third Gas Directive,
the Czech gas transmission and distribution system is structured as follows:

. the transmission system is owned by NET4GAS, s.r.0.;

. 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;

. Under such rules, NET4GAS, s.r.0., being part of a vertically integrated undertaking in the Czech
Republic, must abide by strict rules relating to the independence of transmission activities and non-
discrimination in the gas market;

. any applicant must be provided full access to the transmission and distribution networks and must be
able to transmit or distribute gas through the respective networks to the extent technically practicable;

. the distribution system is predominantly owned by: (i) the RWE AG Group through its four
subsidiaries RWE GasNet, s.r.o., JMP Net, s.r.o., SMP Net, s.r.o., and VCP Net, s.r.0.; (ii) the EO.N
Group through its subsidiary EO.N Distribuce, a.s.; and (iii) Prazska plynarenska Distribuce, a.s.;

. management, accounting and legal unbundling has been implemented in relation to the distribution
systems;

. since January 1, 2007 the gas market has been fully liberalized and all end-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
. legal unbundling has been implemented in relation to gas storage facilities.
Price of gas

On the Czech liberalized market, the final price of gas for end-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”). The regulated component of the price of gas is further divided into the
payment for: (i) transportation of gas through the transmission network (based on an entry/exit basis);

(ii) transportation of gas through the distribution systems (which also integrates the exit fees from the transmission
network); and (iii) system services.
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The prices of the services outlined above are regulated by the ERO through revenue limits and, as with
electricity, the revenues are calculated as the sum of operating expenses, depreciation, losses and regulatory rate of
return (profit margin).

Coal Mining
Regulation of Mining

Mining is regulated by various statutes, but predominantly by (i) the Czech Mining Act, Act No. 61/1988
Coll., on Mining Activities, Explosives, as amended; and (ii) Czech Mining Office, Act No. 157/2009 Coll., on
Disposing of 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, opening a mine and conducting mining activities requires a number of approvals, decisions and
permits, including, without limitation:

. a decision from the Czech Ministry of Environmental Matters on designation of the potential mining
area and a permit for exploration and assessment;

. an approval from the Czech Ministry of Environmental Matters with the filing of an application for
designation of the mining area;

. an environmental impact assessment (an “E74”) from the Czech Ministry of Environmental Matters;
. a decision from the competent mining authority on designation and specification of the mining field;
. a mining permit from the competent mining authority;

. an authorization from the competent mining authority to perform mining activities; and

. an approval from the competent municipal authority.

The operator intending to conduct mining activities must also secure the transfer of legal title from the
owners of the land that will be affected by the mining activities.

Coal Prices

Coal prices are liberalized and are determined on a contractual basis depending on market conditions. Coal
“catalog” price lists are regularly published by all coal mining companies but the 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 Limits

Even though there are substantial coal reserves in the Czech Republic, coal mining has been restricted in
order to protect health and 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.

Reclamation of Mines and Redevelopment of Waste Dumps

Coal mine operators are responsible for decommissioning and 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 law to contribute to a special escrow account. Coal mine operators are also
required by law to set aside funds to cover the 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 duty to dispose of coal ash
which is considered waste under the Czech Waste Act. Disposal may be performed by handing the waste over to
another entity authorized to dispose or make other use of waste materials. Coal ash is further used as a certified
material for reclamation and for improving the sanitary conditions of the landscape and disused shafts of existing
mines. Coal mine operators also sell residue to certain producers of construction materials.
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Material Environmental and Other Related Regulation
Integrated Pollution Prevention and Control (including the Integrated Pollutant Register)

The Czech IPPC Act fully implements IPPC Directive 2008/1/ES into the Czech legal system. It is designed
to limit industrial pollution according to the best available techniques. The users of certain installations must
obtain an integrated permit prior to operation and the main criterion is compliance with the best available
technology and with the conditions set out in applicable specific legislation. In addition, the users of substances
registered under the Czech IPPC Act must notify the appropriate administrative authority if the emissions of
certain substances exceed regulatory limits, which are then registered in the publicly accessible Integrated
Pollutant Register.

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 per year is subject to a fee determined pursuant to the relevant
provisions of the Czech Water Act. The release of effluent into water is governed by the best available technology
principle and must comply with the water treatment adequate agricultural practice. The Czech Water Act is based
on the “user pays” and “polluter pays” principles.

Waste Act 2001

The Czech Waste Act regulates 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 to designate a waste manager. Certain
types of waste and equipment are subject to a notification and record duty.

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 of a new investment project by the relevant authorities. The Czech Environmental Impact Assessment Act
distinguishes projects which always fall within the scope of the EIA, projects which are always excluded and,
finally, projects in which the state authorities decide, on an ad hoc basis, whether the 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.

General Liability

Potential liability can arise under criminal, administrative, civil law and environmental law. The Czech
Republic has the ability 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 person responsible for environmental damage (the “Polluter”) must pay administrative fines, is subject to
criminal sanctions and must compensate any affected third party, irrespective of whether the Polluter operates their
own property or whether a third 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”), now in force, has introduced a concept of corporate criminal liability for selected
criminal offences, including various business and environmental law related offences. Under the Czech Legal
Entity Criminal Act, legal entities may, among other things, be dissolved, fined or required to forfeit all or
particular assets as a consequence of their criminal offenses. They could also be prohibited from conducting
business activities and participating in public tenders or accepting state subsidies. Claims for damages under the
Civil Code may be made separately.

The Czech Legal Entity Criminal Act does not apply to natural persons. Under Czech criminal law, criminal
acts of natural persons can be committed both intentionally and negligently and can result in fines or
imprisonment.
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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, 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
provides that the relevant 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 not peaceful. Breach of the
various statutes can result in fines ranging from CZK 10 million up to CZK 100 million. The relevant
administrative body has the power to impose these penalties within one year of gaining knowledge of the offence
and not later than three years from the occurrence of the offence. These penalties do not affect the liability 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, as amended (the “Czech Environment Act”) has introduced
into the Czech legal system a new concept of “Environmental Damage (Loss)” in order to ensure that damage
caused to the environment is repaired regardless of whether a private claim for 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.

The Czech Water Act, the Czech Waste Act and the Czech Air Protection Act include provisions for
remedial measures to be taken by administrative authorities in order to ensure the repair of environmental damage.
In the event that certain applicable environmental law regulations are breached, the competent authority or
administrative body is 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 competent authorities to impose on Polluters preventive
measures for impending ecological loss as well as all remedial measures necessary to restore an ecosystem. The
Czech Ecological Losses Prevention Act further broadens the scope of environmental laws as it focuses on the
occurrence of an ecological loss, irrespective of which segment of the environment was damaged. A Polluter can
be fined up to CZK 5 million under the Czech Ecological Losses Prevention Act for failure to perform preventive
or remedial measures.

Holders of licenses relating to the electricity, 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 Czech Civil Code imposes, in certain circumstances, a “quasi
strict liability” for most environmental damage cases. Such quasi strict liability is applied if the individual or legal
entity causes damage to a third party in the course of the operation of its business. The individual or legal entity is
only exempt from such liability if they can prove that the damage was caused by the conduct of the third party or
that the damage was the result of an unavoidable event not having its origin in the operation of the individual’s or
legal entity’s business. Compensation under civil law includes compensation for current and future damages,
including lost profit. The statute of limitations generally applicable under Czech law applies to quasi strict liability.

Romania
General Overview

Romanian regulations relating to the energy sector have been amended to reflect the relevant E.U.
legislation on market liberalization, legal and functional unbundling of transmission and distribution system
operators and promotion of generation of electricity from renewable sources of energy. The electricity field is
governed primarily by Electricity Law No. 13/2007, as subsequently amended and supplemented, as well as
secondary legislation enacted by ANRE (as defined below).

Regulatory Authorities

The energy sector is regulated by the Romanian Energy Regulatory Authority (“ANRE”), a national,
independent, self-regulating, public body. It is coordinated by the Vice Prime Minister, managed by a president
appointed by the Prime Minister and is financed entirely from the Romanian State budget. ANRE’s main roles in
the energy sector include (i) issuing mandatory regulations; (ii) granting, amending, suspending and withdrawing
authorizations and licenses; (iii) establishing tariffs and prices for system, transmission, distribution services and

88



regulated supply; and (iv) monitoring the energy market and compliance by the participants with the relevant
regulations.

Electric Energy Sector

Electricity sector activities in Romania include generation, transmission, distribution and supply, system
services and trading (including import/export of electricity), as well as the establishment and operation of related
capacities.

Licensing Regime

Operators in the energy sector must obtain specific authorizations and licenses from ANRE in order to carry
out their activities. For example a “setting up” authorization is required for the development and upgrading of
generation facilities with an installed power capacity exceeding 1 MW. Licences are also required for electricity
generation, distribution, transmission and system services (these are valid for 25 years), and for supply and trading
activities (these are valid for 10 years).

Regulated and Competitive Market Segments

Pursuant to the European directives, the Romanian electricity market was fully liberalized as of July 1,
2007, following a gradual liberalization process which commenced in 2000. However, ANRE continues to regulate
several segments of the market, such as transmission and distribution, electricity supply from “default suppliers”
(who supply consumers that do not exercise their eligibility right and do not choose a supplier on the competitive
market), supply from “last resort” suppliers (who are nominated by ANRE to supply electricity in the event that
other operators have their licenses revoked) to certain categories of consumers and transactions between the
producers and suppliers for electricity supplied on the regulated market. Regulated terms and prices apply to such
transactions and services.

On the competitive market, electricity is traded either (i) under a wholesale system (i.e., acquisitions of
electricity by suppliers from producers or from other suppliers) or (ii) under a retail system (i.e., sale of electricity
to end-consumers for their own consumption). On the wholesale market, transactions are concluded through
directly negotiated agreements or through bilateral agreements executed on the centralized market, which are
operated by the Electricity Market Operator Opcom SA (“OPCOM”).

Renewable Energy Sources
Romanian Renewable Energy Act

New legislation regulating a promotion system for producers of electricity from renewable energy sources
has been applicable since November 1, 2011. The promotion system is governed by Law No. 220/2008, as
subsequently amended and supplemented, which is supported by secondary legislation of ANRE.

Subject to being accredited by ANRE and provided that the commissioning and refurbishment of the
generation units occurs by the end of 2016, electricity producers are entitled to receive “green certificates” each
month for electricity generated from renewable energy sources and delivered to the grid. New and refurbished
hydropower plants with an installed capacity of maximum 10 MW receive 3 and 2 green certificates, respectively,
for each MWh produced. Other hydropower units with an installed capacity of maximum 10 MW receive 1 green
certificate for every 2 MWh produced. If producers use wind power, they receive 2 green certificates each month
up to 2017 and 1 green certificate each month thereafter for each MWh produced. Suppliers and producers are
obliged to achieve an annual mandatory quota of green certificates, depending on the annual quantity of electricity
purchased for end-consumers and for their own consumption purposes.

Trade of Renewable Electricity and Green Certificates

Renewable electricity is traded at market price and until national targets regarding the percentage of
electricity from renewable sources of the total final consumption are reached, the electricity benefiting from the
promotion system may be traded only for covering the gross final consumption of energy in Romania.

Green certificates are traded on a competitive market, administered by OPCOM. This market operates
separately from the electricity market, which means that trading green certificates is not conditional upon trading
the corresponding quantities of electricity. The trading value of the certificates must fall within the prescribed
value range of between €27 and €55. Certificates are currently traded at their maximum value.

Adjustments of the Promotion System

Operators of new power plants generating electricity from renewable sources with a capacity of more than
125 MW can access the new promotion system, which came into force in October 2011, and are entitled to receive
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green certificates only if they have received an authorization decision from the European Commission. The
European Commission may issue such authorization but can decide to issue fewer green certificates than
prescribed by law and, as a result, ANRE modifies the number of certificates when granting the accreditation
decision. However, power plants generating renewable electricity and with an installed capacity of more than

125 MW, which were operational when the new promotion system came into force are exempted for a period of
24 months and are entitled to receive the number of green certificates prescribed by law, provided they notify the
European Commission within 3 months of accreditation. ANRE may reduce the number of green certificates to be
awarded to such producers in order to maintain an appropriate internal rate of return.

If ANRE concludes in the future that the system of renewable energy promotion may give rise to
overcompensation in the market (more specifically, an increase of the internal rate of return by more than 10%
occurs, compared to the valuation accorded to it by the European Commission when issuing the authorization
decision), it will propose measures designed to reduce the number of green certificates. Implementing such
measures will be applied only to renewable energy power plants that commence operation after the respective
decision enters into force of such decision. The current draft enactment before the Romanian parliament does not
provide for such measures to be applied prior to January 1, 2014.

Transmission and Distribution of Electric Energy
Current Structure

Several distribution and supply companies were recently privatized and CEZ, a. s. is now the sole owner of
one of these companies (currently CEZ Distributiec SA), which has exclusive access to the power distribution
service and related infrastructure in a certain area.

Participants

Electricity generation may be carried out by licensed entities operating authorized generation units (if
installed capacity is above 1 MW). Electricity distribution is a monopoly activity carried out by 8 entities based on
the concession awarded by the Romanian State over the distribution service and related infrastructure.

Price of Electricity

As a result of the liberalization of the Romanian electricity market, suppliers can sell electricity on the
competitive market at negotiated prices. All consumers are eligible and have the right to freely choose their
supplier. Default suppliers must supply electricity to consumers who do not choose other suppliers for prices
regulated by ANRE.

Trading

Electricity may be traded on the centralized markets operated by OPCOM, i.e., the Centralized Market of
Bilateral Agreements, the Day-Ahead Market and the Intra-Day Market. These markets have specific operation
regulations and aim to ensure transparent trading and competitive electricity prices.

Republic of Bulgaria
General Overview

The energy sector in Bulgaria is primarily governed by the Bulgarian Energy Act of December 9, 2003 and
related regulations. The Bulgarian Energy Act is compliant with the E.U. Second Electricity Directive and adheres
to the following main principles: (i) free choice of supplier, (ii) freely negotiable price of electricity; (iii) non-
discriminatory third party access to the distribution and transmission network; (iv) independent regulatory
authority; and (v) protection of consumers. Bulgaria is in the process of transposing the E.U. Climate and Energy
Package by amendments to the Bulgarian Energy Act. The focus of the forthcoming changes is on the
implementation of the ITO as a model of unbundling of the transmission operator. A draft proposal has been
submitted to the Counsel of Ministers for discussions and approval from Parliament is expected by the middle of
2012.

The Bulgarian Energy Act regulates (i) energy-related activities; (ii) terms and conditions for obtaining
licenses; (iii) status and structure of the Bulgarian State Commission for Energy and Water Regulation (the
regulatory authority); (iv) pricing regulation; (v) free market structure; and (vi) relations between the participants
in the energy sector.

Some specific matters, such as the promotion of the renewable energy sources and environmental
requirements, are provided for in other laws such as the Bulgarian Energy from Renewable Sources Act of May 3,
2011, the Bulgarian Clean Air Act of May 28, 1996 and the Bulgarian Environmental Protection Act of
September 25, 2002.
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Regulatory Authorities

The Bulgarian energy sector is regulated by the State Commission for Energy and Water Regulation (the
“SCEWR”) and the Bulgarian Ministry of Economy, Energy and Tourism (the “MEET”). In certain specific areas,
such as renewable energy sources and environment protection, the government regulation is undertaken by the
Agency for Sustainable Energy Development (the “ASED”) and the Bulgarian Ministry of Environment and
Waters (the “MEW”).

SCEWR is the primary regulatory authority in the energy sector. It is an independent body and its main
powers are: (i) the determination of regulated prices in the electricity and gas sectors; (ii) the provision of licenses
for energy-related activities; and (iii) supervision of energy enterprises to ensure compliance with E.U. and
Bulgarian energy legislation.

MEET is responsible for implementation of government policy in the energy sector, which it ensures by
enacting supplemental subordinated legislation. It is also responsible for the management of the state owned assets
in the energy sector, (mainly through the state-owned Bulgarian Energy Holding), such as the transmission
operators and the nuclear power plant.

ASED is a relatively new agency, established for the purpose of coordinating and conducting the renewable
energy policy of the Bulgarian government. One of its most important powers is the provision of guarantees for
the energy produced by renewable sources.

MEW is the government body responsible for the overall regulation and protection of the environment,
including the implementation of the E.U. ETS in Bulgaria.

Electric Energy Sector
Licensing Regime

Activities specified in the Bulgarian Energy Act, including generation of electricity, require a license from
SCEWR. The applicant must prove that it is able to perform the activity and must meet statutory requirements.
Licenses are granted for a period of up to 35 years. SCEWR manages a register of the licenses issued to the energy
companies, which is available on the website of the regulator.

Electricity Generation
Authorization to construct power plants

The Bulgarian Energy Act provides that a license for production of electricity must be obtained from
SCEWR if the total installed capacity of the power plant exceeds 5 MW. The producer must provide evidence that
technical, organizational, financial and environmental requirements for electricity production have been complied
with.

Coal-fired power plants

Operators of coal-fired power plants must obtain certain licenses and permits issued by the competent
national authorities. A power generation license is granted by SCEWR to entities registered under the Bulgarian
Commercial Act of June 18, 1991. The power plant operator should also ensure energy facilities comply with the
requirements for safe exploitation and protection of the environment. The Bulgarian Environmental Protection Act
stipulates that operation of a power plant is possible only upon obtaining of a greenhouse gas emission license
from the Bulgarian Executive Environment Agency. This license contains a description of the installation,
permitted emissions and monitoring rules.

Bulgarian Clean Air Act

Operators of coal-fired power plants must comply with the requirements of Bulgarian Clean Air Act and are
subject to the “polluter pays” principle. The Bulgarian Clean Air Act and implementing governmental decrees
prescribe emission limits on the concentration of emitted air pollutants, such as sulphur dioxide, NOx and
particulate matters, which are binding on every coal-fired power plant.

The Bulgarian Clean Air Act also allows governmental authorities to set aggregate emissions limits on the
total amount of air pollutants that a respective power plant may emit in the air. The MEW and the Bulgarian
Ministry of Health adopt regulations, setting out permissible limits for concentration of certain air polluting
substances. MEW, together with other ministries, develops and submits for approval to the Council of Ministers
programs for gradual reduction of annual emissions of air polluting substances released by large combustion
plants.
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The operation of any installation emitting greenhouse gases is subject to a special procedure, whereby the
investor in the building site delivers protocols indicating quantity of measured emissions to municipal authorities
and to MEW, as well as instructions for control of purifying facilities and a list of persons responsible for
environmental protection and for the monitoring of the facilities. Based on this information, the local municipal
authorities and representatives from MEW allow or prohibit the exploitation of the given installation.

The Bulgarian Clean Air Act requires natural persons and legal entities that conduct activities connected
with emission of air polluting substances to (i) adhere to the relevant programs for technical maintenance of
purifying installations; (ii) observe emission allowances, specified in the individual license; and (iii) inform
municipal authorities or regional environment and water inspectorates of any change in activity or in identity of
the installation’s operator. This statute empowers MEW, its regional inspectorates and municipal authorities to
restrict or suspend activities that lead to air pollution, health risks and environmental risks. It also imposes strict
sanctions in the event that greenhouse gases or other polluting substances that damage the ozone layer are emitted.

Carbon compliance — phase 11

Bulgarian law has implemented E.U. legislation arising from the Kyoto Protocol. The “20-20-20” objective
described in “—FEuropean Union Legislation—Renewable Energy Sources” is implemented on a national level in
Bulgaria.

Coal-fired power plants in Bulgaria are obliged to integrate and participate in the E.U. ETS. Operators of
power plants are required to buy emission allowances if it is likely that their emissions will exceed the quota of
emission allowances allocated to them. If operators of power plants use new technologies, resulting in lower
emissions, they may sell some emission allowances. Pursuant to the Bulgarian Environmental Protection Act,
MEW submitted to the European Commission in September, 2011, a complete list of installations in Bulgaria
included in the E.U. ETS from 2013 onwards, as well as details of the total emission allowances allocated without
cost to each installation.

The amendments to Directive 2003/87/EC by Directive 2009/29/EC set out the foundations for Phase III of
the E.U. ETS. Phase III begins in 2013 and will last for 8 years (please see “—Czech Republic—Electric Energy
Sector—Electricity Generation—Carbon compliance — phase III). There will be an emission allowance cap for
the European Union, which will decrease each year by a linear factor of 1.74% compared to the average annual
total quantity of emission allowances issued by member states.

The Bulgarian energy sector is eligible to be exempted from the Phase III prohibition on allocation of
emission allowances without cost until 2019 pursuant to Article 10C of Directive 2003/87/EC. If the exemption
will be confirmed by the European Commission, Bulgaria will receive 70% of emission allowances free of charge
in 2013 and this will reduce each year by 10% until 2020, by which date all emission allowances must be paid for.

Emission allowances allocated for auctioning are distributed on the basis of GNP — countries with lower
GNP (including Bulgaria) receive additional quantities. Revenues generated from the auctions should be put
towards the national budgets of member states and used for improvements in energy efficiency and for combating
climate change.

Taxation of allocated emission allowances during phase I1

Under local tax legislation, the emission allowances are perceived as intangible assets of the relevant
enterprise. This means that any transfer of emission allowances is considered as a delivery of intangible assets and
the profits generated from such sale are taxed like any other sale of assets. Bulgaria applies flat rate corporate tax
of 10%. Transactions with emission allowances are also taxable with value added tax at a rate of 20% under the
terms of the Bulgarian Value Added Tax Act of August 4, 2006.

Allocation of emission allowances during phase 111

Bulgaria has applied for exemption under Article 10C of Directive 2003/87 for free allocation of certain
amount of quotas of emissions to the energy sector. Under the conditions, an equal sum would be invested in
creation and modernization of infrastructure for clean technologies.

Application by the Bulgarian government

Current priorities for Bulgaria are (i) the creation of a safe, secure and trustworthy energy system; (ii) the
development of clean technologies; (iii) diminished dependency on energy resources import; (iv) effective
regulatory control; and (v) increasing the amount of energy, produced by renewable sources. The Bulgarian Energy
Strategy also prescribes regimes for the construction of new energy infrastructure (such as the “south gas
corridor”), sustainable development and enhancement of competitiveness in energy sector. Bulgarian authorities
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are awaiting a decision from the European Commission regarding the national application for distribution of
emission allowances without cost, which is expected to be released by the end of March 2012.

Renewable Energy Sources
History

In 2007, the Bulgarian Parliament adopted the Renewable and Alternative Energy Sources and Biofuels Act
of June 19, 2007 (“RAESBA”), which established the incentives that resulted into a rapid increase of the
investments in renewable energy projects in the next four years. The RAESBA introduced the feed-in tariff model
for promotion of the production of electricity from renewable energy sources and additional incentives, including
priority access to the grid, preferential prices for renewable energy sources and a limitation of the annual decrease
of the preferential price. RAESBA was repealed by the new Bulgarian Energy from Renewable Sources Act
(“ERSA”) which entered into force on May 3, 2011.

The New Bulgarian Energy from Renewable Sources Act

To implement the E.U. Climate and Energy Package, the ERSA was enacted, which established the target of
Bulgaria for 16% share of renewable energy in the total gross annual energy consumption by 2020. In order to
achieve this target ERSA introduced the following principles and regulations:

. connection to the grid based on the available capacity of the grid;

. preventing unreasonable capacity booking of the grid, in connection with development of new
renewable energy resources projects;

. fixing of the preferential price for the entire period of the power purchase agreement;

. new terms for the power purchase agreements depending on the type of renewable energy source;
. guaranteed access to the grid; and

. fewer administrative barriers for small installations.

Following the adoption of ERSA, SCEWR determined new prices for the purchase of electricity produced
from renewable energy sources. It is expected that the plans for the development of the transmission and
distribution grid will be announced in the middle of 2012.

Transmission and Distribution of Electric Energy
History

By 2003, most of the assets of the Bulgarian electricity system were owned by the state-owned enterprise
National Electricity System and there was no competitive market. With the restructuring of the electricity
distribution companies and their privatization by foreign investors, approximately 67% of the capital of the
distribution companies was sold to the following companies:

. Western Bulgaria — CEZ, Czech Republic;
. Southeastern Bulgaria — EVN, Austria;
. Northeastern Bulgaria — E.ON, Germany.

The National Electricity System is currently the owner of the transmission electricity network and some of
the major nuclear, water and coal-fired power plants.

Current Structure
Currently, the Bulgarian electricity transmission and distribution system is structured, as follows:
. the transmission system is owned by National Electricity Company;

. the distribution system is owned by three companies — CEZ, EVN and Energo-Pro (which acquired its
interest from E.ON in 2011);

. ITO unbundling model is to be implemented in relation to the transmission system (i.e. the
transmission grid is to be owned by the Bulgarian State through the Ministry of Economy, Energy and
Tourism and through an entity where the transmission grid assets shall be transferred);

. management, accounting and legal unbundling has been implemented in relation to the distribution
systems;
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. as a result of unbundling legislation, any applicant must be provided full access to the transmission
and distribution networks and to transmit or distribute electricity through these networks, to the extent
technically practicable; and

. since July 1, 2007, the electricity market has been fully liberalized and all consumers are considered
as eligible customers who may freely choose their supplier and negotiate the price of electricity based
on current market conditions (instead of being considered as protected customers and subject to
regulated prices).

Participants

The participants on the Bulgarian electricity market are similar to those in other E.U. member-states:
(1) producers (renewable or conventional); (ii) transmission grid operator and market operator (Electro System
Operator); (iii) distribution grid operators (CEZ, EVN and Energo-Pro); (iv) transmission grid owner and public
supplier (National Electricity Company); (v) electricity traders; and (vi) consumers. Electro System Operator is
responsible for the overall management of the transmission network and the organization of the electricity market.

Price of Electricity

The Bulgarian electricity market is fully liberalized and every consumer is entitled to freely negotiate the
price and the supplier of the electricity. However, in practice, the market is not fully developed and electricity is
traded on freely negotiated prices only to big industrial consumers, while small enterprises and the household
customers are supplied under prices regulated by SCEWR. The forthcoming changes to the Bulgarian Energy Act
provide for additional extension of the scope of the free market to the small enterprises, but these provisions are
still under discussion.

SCEWR regulates the prices of the electricity between the following entities:

. suppliers of electricity to household consumers and companies with less than 50 employees and less
than BGN 19.5 million annual turnover;

. producers of electricity, within the availability set by SCEWR, and end suppliers or the public

provider;

. public provider selling to end suppliers any electricity purchased, within the availability set by
SCEWR;

. transmission of electricity to consumers through the respective transmission or distribution networks;
and

. connection to the networks.

In general, SCEWR determines the prices of electricity and the fee for transmission and distribution of
electricity based on the annual estimated demand and the estimated quantity of supply for the relevant regulatory
or price period.

Trading

There is no operational electricity stock exchange in Bulgaria, although there are plans for establishing such
market structure by the end of 2012. The free market is based mainly on bilateral contracts between consumers
and producers or between consumers and traders of electricity. In practice, the traders purchase electricity by
tenders organized by the dominant producers (the nuclear power plant “Kozloduy” and some coal-fired power

plants) before offering the electricity to large and midsized enterprises. The trading of electricity to households is
not offered due to regulatory and market issues.

Heating Energy Sector
Heat Generation and Prices

Under the Bulgarian Energy Act, generators and distributors of heat must obtain a license from by SCEWR.
In addition to the electricity production from the power plant, heat is supplied to customers via steam or hot water
pipelines operated by the power plant.

The price of heating energy is calculated pursuant to applicable legislation and the pricing regulations of
SCEWR for the relevant calendar year.
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Support of Co-Generation of Heat and Electricity

The Bulgarian Energy Act promotes co-generation by introducing the following incentives to investors:
(1) the purchase of the entire quantity of electricity produced by the installation; (ii) a preferential price for the
purchased electricity; and (iii) priority connection of installations for co-generation below 10 MW.

Material Environmental and Other Related Regulation
Environment Protection Act

The Bulgarian Environment Protection Act (“Bulgarian EPA”) fully implements IPPC Directive 2008/1/ES
into the Bulgarian legal system. It is designed to limit industrial pollution according to the best available
techniques. The users of certain installations must obtain an integrated permit prior to operation and the main
criterion is compliance with the best available technology and with the conditions set out in applicable legislation.
In addition, the users of substances registered under the Bulgarian EPA must notify the appropriate administrative
authority if the emissions of certain substances exceed regulatory limits, which are then registered in the publicly
accessible Register.

The Bulgarian EPA requires certain parties to conduct an EIA prior to the approval of a new investment
project by the relevant authorities. The Bulgarian EPA distinguishes projects which always fall within the scope of
the EIA, projects which are always excluded and, finally, projects in which the state authorities decide, on an ad
hoc basis, whether the EIA is to be performed or not. The public is allowed to participate in the EIA process
subject to conditions stipulated in the Bulgarian EPA.

Water Act 1999

Under the Bulgarian Water Act of August 4, 2006, as amended, disposal of surface and underground water
is subject to a permit with the exception of certain listed activities. The release of effluent into water is governed
by the best available technology principle and must comply with the water treatment adequate agricultural
practice. The Bulgarian Water Act also recognizes the “user pays” and “polluter pays” principles.

Waste Management Act 2003

The Bulgarian Waste Management Act of September 30, 2003, as amended, regulates all aspects of waste
generation, storage, transfer handling and disposal and requires permits for certain waste usage, disposal,
collection or sale activities. Certain types of waste and equipment are subject to a notification and record duty.

General Liability

Potential liability can arise under criminal, administrative, civil law and environmental law. The Bulgarian
state has the ability to enforce environmental rules and regulations pursuant to administrative and criminal law
whereas individuals may enforce environmental rules and regulations pursuant to civil law.

The “Polluter Pays” Principle

The “polluter pays” principle applies under administrative, criminal and civil law in the Republic of
Bulgaria. The Polluter must pay administrative fines, is subject to criminal sanctions and must compensate any
affected third party, irrespective of whether the Polluter operates their own property or whether a third party
operates the property. Polluters are liable for their own damages.

Administrative Liability Towards the State

Administrative liability for environmental and other administrative offences is primarily governed by the
Bulgarian Environmental Protection Act, the Bulgarian Waste Management Act, the Bulgarian Clean Air Act and
the Bulgarian Water Act. These statutes contain provisions for remedial measures to be taken by administrative
authorities in order to ensure the repair of environmental damage. In the event that certain applicable
environmental law regulations are breached, the competent authority or administrative body is entitled to shut
down the business operations which are the source of environmental damage and to require the execution of
specific remedial measures.
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BUSINESS

Overview

We are the largest electricity generation and distribution company and one of the largest companies in the
Czech Republic on the basis of our revenues and our total assets. In the years ended December 31, 2009, 2010 and
2011, we had revenues of CZK 196.4 billion, CZK 198.8 billion and CZK 209.8 billion, respectively, and net
income of CZK 51.9 billion, CZK 46.9 billion and CZK 40.8 billion, respectively. As of December 31, 2011, we
had total assets of CZK 598.1 billion. In the year ended December 31, 2011, we had an average of 31,805

employees.

Our core business is the generation, distribution and sale of electricity. According to data published by the
ERO, we accounted for approximately 72% of electricity generated, 63% of installed electricity generation
capacity, 61% of electricity distribution in terms of the number of connection points and 38% of electricity sold to
end-consumers in the Czech Republic in the year ended December 31, 2011. These activities in the Czech
Republic accounted for approximately 91% of our EBITDA for the same period. According to the ERO, we are the
largest producer of brown coal in the Czech Republic, accounting for approximately 54% of the total volume of

brown coal produced in the Czech Republic in 2011.

Our generation business owns and operates power plants primarily located in and connected to the
transmission system in the Czech Republic, which generate electricity predominantly from brown coal and nuclear
energy. We also own coal-fired power plants in Poland and Bulgaria and wind and hydro power plants in Romania.
Our distribution business delivers electricity from the transmission system to end-consumers in the Czech
Republic and, to a lesser extent, in Albania, 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 Albania,
Bulgaria and Romania. Our trading business purchases and sells electricity and energy commodities in the
wholesale market, 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; and the provision of ancillary services to transmission

system operators.

The table below sets forth certain information relating to our generation, distribution and sales businesses

for the year ended December 31, 2011.
As of and for the year ended December 31, 2011

Electricity Electricity
Electricity distributed to sold to
Installed capacity generated end-consumers end-consumers
(MW) (%) (GWh) (%) (GWh) (") (GWh) (")

Central Europe:

Czech Republic ......... 12,813 84.8 63,321 91.5 32,613 60.8 21,969 513

Poland 730 4.8 2,204 32 — — 95 0.2

Other......ccovveveeninnnee — — — — — — 2,432 5.7

Total......ccooovvviiiine 13,543 89.6 65,525 94.7 32,613 60.8 24,496 57.2
South East Europe:

Albania.........cceeueee. — — — — 4,487 8.4 5,031 11.7

Bulgaria 1,260 8.3 3,043 53 9,193 17.1 10,024 234

Romania 318 2.1 641 — 7,335 13.7 3,295 7.7

Total............ 1,578 10.4 3,684 53 21,015 39.2 18,350 42.8

Total..........cccooeeene 15,121 100 69,209 100 53,628 100 42,846 100

The total installed capacity of our generation facilities is 15,121 MW, of which 84.7% is in the Czech
Republic, 8.3% is in Bulgaria, 4.8% is in Poland and 2.1% is in Romania. In the year ended December 31, 2011,
we generated 69,209 GWh of electricity, of which 91.5% was generated in the Czech Republic. In the same year,
55.3% of our total electricity generated was generated by our coal-fired power plants, 40.9% was generated by our
nuclear power plants and the remaining 3.8% was generated by our hydroelectric, solar and wind power plants.

We distributed electricity to more than 3.5 million connection points in the Czech Republic covering an
area of approximately 52.7 thousand square kilometers as of December 31, 2011, making us the largest of the three
regional distributors of electricity in the country. In the year ended December 31, 2011, we distributed a total of
53,626 GWh of electricity to end-consumers, 60.8% of which was distributed to end-consumers in the
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Czech Republic. In addition, we are one of the largest of eight regional distribution companies in Romania and we
have majority interests in the principal distribution company in Albania and Bulgaria.

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. As of December 31, 2011, CEZ, a.s. had a
registered share capital of CZK 53,798,975,900 and was 69.8% owned by the Czech Republic represented by the
Ministry of Finance and the Ministry of Labor and Social Affairs. The shares of CEZ, a. s. 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 Development of the CEZ Group
Principal events during our history and development include:

1992 CEZ, a. s. 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”), which were previously held by the Czech National Property Fund and the Czech
Consolidation Agency. We subsequently 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 independent from the 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 Severoceské doly a.s., a brown coal mining company located in North Bohemia,
which supplies a significant portion of brown coal to our power plants in the Czech Republic.

We acquired a 100% share in TPP Varna EAD, the second largest power plant in Bulgaria
with installed capacity of 1,260 MW.

We acquired a 75.2% share in the voting rights of Elektrocieplownia Chorzow “ELCHO”
Sp. z 0.0. 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., Vychodoceska 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.

We formed a strategic alliance and signed a joint venture agreement with MOL Nyrt to focus
on gas-fired power and heat generation and related gas infrastructure. The most significant
planned investment of this joint venture is the construction of a combined cycle gas turbine
(“CCGT”) at MOL Nyrt’s refinery in Dufi, Hungary, which is currently subject to ongoing
negotiations.

2008 We acquired the Fantanele and Cogealac wind farm project in Romania which, once
completed, is expected to be the largest onshore wind farm in Europe, with a total installed
capacity of up to 600 MW.

2009 Pursuant to a joint venture arrangement with the Akkok Group, we acquired 100% of 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.
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2010

2011

2012

We acquired a 76% interest in CEZ Shpérndarje Sh. A. (formerly known as Operatori i
Sistemit te Shpernadrjes Sh.A.), the Albanian distribution company which is 24% owned by
the Republic of Albania.

We acquired the remaining minority share in Elektrowina Skawina S.A., becoming the 100%
owner of this Polish power plant.

We agreed to acquire from J&T Group and paid for a 48.67% interest in Prazska teplarenska,
Prague’s major heat supplier, with a view to acquiring its 100% subsidiary Energotrans, a.s., a
major producer of heat for Prague. The acquisition of Prazska teplarenska has not been
completed. The investment is classified as available-for-sale as we do not currently expect to
exercise any significant influence.

We signed a shareholders’ agreement with JAVYS a.s. to establish a joint venture to develop
a new nuclear power station at Jaslovské Bohunice, Slovakia, for which a feasibility study is
currently being prepared. Our share in the joint venture is 49% and we exercise managerial
control together with JAVYS a.s.

Our joint venture with Energeticky a primyslovy holding, a. s. acquired 100% of
Mitteldeutsche Braunkohlengesellschaft GmbH (“MIBRAG”), the German coal mining
company.

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 currently expect to sign a contract with the successful bidder by the end of 2013.

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” Sp. z 0.0. and
became the 100% owner of this Polish electricity company.

We agreed to acquire, subject to merger clearance and other conditions, a 100% holding in
Energotrans, a.s., a company supplying heat from M¢lnik to Prague. Upon the completion of
the acquisition, the amount paid to acquire a 48.67% interest in Prazska teplarenskd will be
off-set against the liability arising from the acquisition of Energotrans, a.s.

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.

We signed an agreement, subject to merger clearance, the successful acquisition of
Energotrans, a.s. and other conditions, to dispose of our 50% interest in MIBRAG to
Energeticky a primyslovy holding, a. s., our joint venture partner who currently owns the
other 50% holding in MIBRAG.

Our Board of Directors approved the incorporation of a wholly-owned SPV with the intention
to transfer to it our 100% interest in the Pocerady brown coal-fired power plant with the aim
of increasing our flexibility to optimize our generation portfolio and our use of assets in the
future.

Organizational Structure

As of December 31, 2011, the CEZ Group consisted of CEZ, a. s. and 99 fully consolidated entities. As

of December 31, 2011, we also had interests in 21 associates and joint ventures consolidated by the equity method
of accounting. For a complete list of our subsidiaries, associates and joint ventures as of December 31, 2011,
please see Note 7 of our audited consolidated financial statements for the year ended December 31, 2011.

Pursuant to the Czech Energy Act, since January 1, 2007, the distribution of electricity must be separate and

independent from the generation, transmission and sale of electricity (“unbundling”). In 2005, we established two
new separate companies CEZ Distribuce, a.s. (for distribution of electricity) and CEZ Prodej, s.r.o. (for sales of
electricity to end-consumers), and during 2006 we transferred all corresponding assets and activities from the
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REAS to these companies. Following a resolution of our Board of Directors in June 2007, we consolidated all
assets and activities of the REAS into the CEZ Group. We completed this consolidation process by October 2007.

To ensure the independence and separation of distribution activities from all other activities, senior
management responsible for our electricity distribution business must be different from senior management
responsible for our electricity generation and 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.s. (a company of the same name which was incorporated on March 31,
2005 to comply with the requirement of the Czech Energy Act to separate our distribution business from our sales
business, which ceased to exist with effect from the date of the merger) and CEZ Distribu¢ni 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, other than CEZ
a. s., that holds an electricity distribution license in the Czech Republic. In the year ended December 31, 2011,
CEZ Distribuce, a.s. contributed 15.9% of our EBITDA. For more information on our distribution business, please
see “—OQur Business—Distribution and Sale of Electricity.”

CEZ Prodej, s.1.0., a wholly-owned subsidiary of the CEZ Group, was established on March 31, 2005 to
comply with the requirement of the Czech Energy Act to separate our sales business from our distribution
business. Parts of our original regional power companies, including their customers, contracts and liabilities were
transferred to CEZ Prodej, s.r.o. 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 the year ended December 31, 2011, CEZ
Prodej, s.r.o. contributed 2.8% of our EBITDA. For more information on our sales business, please see “—Qur
Business—Distribution and Sale of Electricity.”

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
acquired a 93.1% stake in Severoceské doly a.s. from the Government of the Czech Republic during 2005. Upon
our request, as the majority sharcholder, the general meeting of Severoceské doly a.s. held on March 27, 2006
approved the squeeze-out of minority shareholders and the transfer of their shares to us. In the year
ended December 31, 2011, Severoceské doly a.s. contributed 5.5% of our EBITDA. For more information on our
mining operations, please see “—Qur Business—Other Businesses—Coal Mining.”

Our Strengths
We benefit from the following key strengths:
Majority State-Owned Company, Backed by a Stable and Open Economy

The Czech Republic, through the Ministry of Finance and the Ministry of Labor and Social Affairs, owns
approximately 69.8% of the share capital of CEZ, a. s., the parent company of the CEZ Group. In August 2011,
Standard & Poor’s Credit Market Services Europe Limited upgraded its rating of the Czech Republic by two
notches to AA- (Standard & Poor’s Credit Market Services Europe Limited 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, which is available on the ESMA website (www.esma.europa.eu/page/list-
registered-and-certified-CRAs) (last updated January 6, 2012)). 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 favorable credit terms than competitors without similar backing.

Robust Credit Profile

CEZ’s credit ratings of A- (stable outlook) by Standard & Poor’s Credit Market Services Europe Limited
and A2 (stable outlook) by Moody’s Investors Service Ltd are among the highest awarded to a European utility,
reflecting our efforts to work proactively to maintain prudent leverage and liquidity positions (Standard & Poor’s
Credit Market Services Europe Limited and Moody’s Investors Service Ltd are both established in the European
Union, domiciled in the United Kingdom and are included in the list of credit rating agencies registered in
accordance with Regulation (EC) No. 1060/2009, which is available on the ESMA website
(www.esma.europa.eu/page/list-registered-and-certified-CRAs) (last updated January 6, 2012)). We had a
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relatively low Net Debt/EBITDA ratio of 1.8x as of December 31, 2011. Over the last five years we have adhered
to a self-imposed ceiling of Net Debt/EBITDA ratio below 2.0x to 2.5x, which has been further tightened to 2.3x
since 2010, which we believe is compliant with our current rating. We are a well established credit among
European utilities having issued €5.6 billion in 26 public and private transactions under our EMTN program since
2007. We aim to 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 from highly integrated operations in the Czech Republic providing approximately 91% of our
total consolidated EBITDA in the year ended December 31, 2011.

In the Czech Republic, we operate a low cost generation fleet which produced a total of 63 TWh of
electricity, or 72% of the country’s total electricity generated during the year ended December 31, 2011, of which
52% was produced by our brown coal-fired power plants. Approximately 65% of our brown coal consumption is
provided by our mines, which is provided at 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 exposed to large
fluctuations in the global commodities market. Approximately 45% of our total electricity generation output in 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 favorable 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 42% for the year ended December 31, 2011, 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. EBITDA generated by our Power Production and Trading and Mining Segments in the Czech Republic
accounted for approximately 67% of our consolidated EBITDA for the year ended December 31, 2011.

In the Czech Republic, we distributed 33 TWh of electricity to end-consumers, or 56% of the total net
electricity consumed in the Czech Republic, in the year ended December 31, 2011. The ERO has an eleven-year
track record of fair and transparent regulation in line with E.U. directives and regulations. EBITDA generated by
our distribution business in the Czech Republic accounted for approximately 16% of our total consolidated
EBITDA for the year ended December 31, 2011.

We sold approximately 22 TWh of electricity to end-consumers in the Czech Republic, or 38% of the total
net electricity consumed in the Czech Republic, in the year ended December 31, 2011. While our market share as
an incumbent electricity provider has declined over the last several years (from approximately 44% in the year
ended December 31, 2009) we have established ourselves as the largest alternative gas supplier over the last two
years which has compensated for a significant part of the foregone margin. EBITDA generated by our sales
business in the Czech Republic accounted only for approximately 2% of our consolidated EBITDA for the year
ended December 31, 2011.

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 opinion and practically all of the political parties in the Czech Republic (except the Greens,
who are currently not represented 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 been a set of measures aimed at mitigating the impact of solar power
plants boost on regulated distribution charges in the election year of 2010. At that time, a temporary tax on freely
allocated CO, emission allowances in 2011 and 2012 and another temporary tax on revenues of solar power plants
in 2011 to 2013 were introduced. However, the Czech Republic participated in the so-called “derogation scheme”
allowing certain countries to opt-out from the mandatory auctioning of CO, emission allowances in 2013 to 2020.
As aresult, if the Czech Republic’s application is approved by the European Commission (currently expected by
the end of October 2012) we may be eligible to obtain 75.2 million tons of CO, emission allowances between
2013 to 2020, the total market value of which, in current prices (€9/ton), is €677 million.

Strong Market Position in the Czech Republic

We operate in the liberalized E.U. power markets which are well integrated with most of their neighbors.
Such integration allowed approximately 31% of the Czech Republic’s power production to be exported in 2011. As
a result of both of these factors, Czech power prices are driven by the same fundamentals as those of neighboring
countries, specifically Germany, the most liquid market. This allows us to benefit from the structure of our
generation fleet which is positioned towards the cheaper end of the merit order of the German market.
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Proven Corporate Strategy

Our senior management team has long-term experience in the utility industry and has demonstrated the
flexibility and commitment to implement successfully a corporate strategy, particularly in times of economic
stress. For example, our management team emphasizes continual improvement in efficiency and has successfully
implemented specific programs to maximize efficiencies across the CEZ Group. Following the successful
completion of our Vision 2008 Program announced in 2004, which led to a significant improvement in our
profitability, we launched a new project — entitled “NEW VISION” — in September 2010, as a response to the
realities faced by the power industry following the economic crisis.

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 Albania, Bulgaria, Poland and Romania. We also have operations in Germany, Hungary,
Slovakia and Turkey and trading activities in other European countries. In Bulgaria, for example, we distributed
9.2 TWh of electricity to more than two million connection points, representing a 40% share of the Bulgarian
electricity distribution market and sold 10.8 TWh of electricity to end-consumers during the year ended December
31, 2011. In addition, we also distribute electricity to 16% of the Romanian market and, through our joint venture
companies, 6.5% of the market in Turkey (where we have a 37.5% stake in one of the largest privately held power
producers, Akenerji). In Romania, we are building one of the largest on-shore wind farms in Europe with total
anticipated installed capacity of 600 MW, 300 MW of which is already generating electricity. 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

Our principal objectives are to deliver sustainable growth and improved profitability from each of our
businesses. Our goals under our current strategic initiative are financial stabilization and consolidation of the CEZ
Group during a period of turbulent changes in the energy markets. To achieve these objectives we have the
following key strategies:

Further Diversify our Electricity Generation Portfolio, with a Focus on Nuclear Power and Renewable Energy

We operate a diverse electricity generation portfolio, with 55.3% of the electricity we generated in the year
ended December 31, 2011 generated by our coal-fired power plants, 40.9% generated by our nuclear power plants
and 3.8% generated by our renewable power plants. In order to find a robust portfolio of assets to ensure greater
stability of our results in power markets the predictability of which has declined continuously over the last several
years and decrease our reliance on CO, emission intensive production we aim to concentrate on nuclear power
generation and generation from renewable energy sources.

In the long-term, in the area of nuclear power generation, we aim to build two new nuclear power blocks in
the Temelin nuclear power plant by 2025 with the aim of minimizing construction and other risks (for example, by
conducting a competitive tender process, structuring EPC contracts and managing the regulatory approval process)
and ensuring financing and the profitability of the project. In addition, we aim to extend the service life of the
Dukovany nuclear power plant beyond 2025. In the short-term, by 2016 we aim to increase the capacity of both
the Temelin and the Dukovany nuclear power plants by upgrading their turbines.

We aim to diversify further our electricity generation portfolio by expanding renewable resource generation
capacity to 3,000 MW by 2016, particularly by investing in wind farm projects in Poland, Germany and Romania,
where we already put into operation part of the Fantanele and Cogealac wind farm. Once completed, the Fantanele
and Cogealac wind farm is expected to be the largest on-shore wind farm in Europe, with a total installed capacity
of up to 600 MW. We believe that in addition to the positive contribution to decreasing the CO, emission factor of
our generation fleet, the renewable portfolio will (in light of its largely regulated nature) also serve as a relatively
liquid pool of assets which may be divested should our balance-sheet come under pressure during the nuclear
expansion (assuming financing of the renewable portfolio will be structured without recourse to the CEZ Group).

Optimize Production and Secure Consistent Supply of Fuel for our Coal-Fired Power Plants

In addition to further diversifying our means of electricity generation, we focus on securing fuel for the
operation of our coal-fired power plants until the end of their useful commercial life. In order to decrease further
our CO, emissions we aim to finalize retrofits of our brown coal-fired power plants in Prunéfov (2 x 250 MW) and
Tusimice (4 x 200 MW) and complete a new brown coal-fired power plant in Ledvice (660 MW).
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Build a Stronger Presence in the Energy Sector in the Czech Republic

The regional heating sector in the Czech Republic is going through changes driven by decreasing coal
quality and reserves, increasing coal prices, more stringent environmental legislation, development of new
technologies and use of alternative fuels. We therefore aim to make use of these changes and strengthen our
position in heating, co-generation, biomass and alternative fuel at the regional level in the Czech Republic.

Increase Operational Efficiencies and Profitability

We intend to retain our position as a leading Central and South East European power utility by making our
operations more efficient and profitable. Accordingly, we have started to implement a number of cost-saving
initiatives as part of our NEW VISION program, which we devised in 2010 and began implementing in 2011. Our
principal objectives are: optimizing our internal functioning and cost structure; actively hedging the proceeds of
electricity sales in the forward market; revising our acquisition strategy to emphasize countries where we have
already developed leading market positions; and updating our capital expenditure program to reflect our changed
goals and infrastructure needs. We also aim to secure additional savings in our cash-flow for our growth initiatives
and improve our performance in the long-term in order to sustain our financial position. In achieving these
savings, we seek to reduce the number of our subsidiaries and share best practice for managing our assets and
support processes across all our business segments.

Our international operations have provided us leading positions in key markets in Central and South East
Europe, and we believe we can build on these established market shares to enhance further our position. At this
stage we are concentrating on integrating and consolidating our acquisitions, which includes speeding up the
repatriation of finances and optimizing our cost structure in line with best practices.

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, 2011, 84.7% of our total installed electricity generation capacity, 91.5% of our total
electricity generation, 60.8% of our total electricity distributed to end-consumers and 51.3% of our total sales of
electricity to end-consumers was in the Czech Republic. In the year ended December 31, 2011, our operations in
the Czech Republic contributed approximately 91% of our EBITDA.

According to the ERO, we accounted for approximately 72% of electricity generated, 63% of installed
electricity generation capacity, 61% of electricity distribution in terms of the number of connection points and 38%
of electricity sold to end-consumers in the Czech Republic in the year ended December 31, 2011. In addition, we
are the largest producer of brown coal in the Czech Republic accounting for approximately 54% of the total
volume of brown coal produced in the Czech Republic in 2011. In 2011, the remaining 28% share of electricity
generated in the Czech Republic came from independent power producers and self generators.

To a lesser extent, we also generate electricity in Bulgaria, Poland and Romania and distribute and sell
electricity to end-consumers in Albania, Bulgaria and Romania. In the year ended December 31, 2011, our
operations in Albania, Bulgaria, Poland and Romania contributed approximately 0.9%, 2.5%, 2.2% and 3.3%,
respectively, of our EBITDA.

Central Europe
Czech Republic

Macroeconomic conditions in the Czech Republic are relatively stable and have benefited from the
performance of the Czech crown, lower levels of unemployment and the Czech Republic’s recovery in growth
since 2009. The strength of the Czech crown since 2009 is primarily due to sustained levels of low inflation and
low interest rates in the Czech Republic. The Czech Republic has been a member of the European Union since
2004, however, in light of fiscal uncertainty in the European Monetary Union (the “EMU”), the Czech
Government has 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 indicate that the Czech banking system is
prepared to absorb losses from severe 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 Credit Market Services
Europe Limited to AA- (Standard & Poor’s Credit Market Services Europe Limited 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, which is available on the ESMA website
(www.esma.europa.eu/page/list-registered-and-certified-CRAs) (last updated January 6, 2012)).
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The Czech electricity market is an integral part of the wider European electricity market and the Czech
Republic has a positive trade balance with most of its neighbors. The PXE was established in 2007 as a new
business platform for trading electricity in the Czech Republic and the Slovak Republic. Due to cross-border
integration and fully liberalized power prices, markets in the region are 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 from nuclear and coal generation, will create expansion opportunities 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
overview of such rules, please see “Regulation—Czech Republic.” Access to the transmission and distribution
grids is regulated. The wholesale 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 transmission
grids of neighboring countries. The Czech transmission system is 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, 2011, electricity consumption by end-consumers in
the Czech Republic decreased by 0.7 TWh, or 1.2%, to 58.6 TWh from 59.3 TWh in the year ended December 31,
2010.

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”). Integration is 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 Polish Energy Regulatory Office (Urzad Regulacji Energetyki), in the year
ended December 31, 2011, electricity consumption by end-consumers in Poland increased by 3 TWh, or 1.9%, to
157.9 TWh from 154.9 TWh in the year ended December 31, 2010.

South East Europe
Albania

Almost all generation capacity and distribution in Albania was concentrated under the Albanian Power
Corporation (“KESH”). The transmission operator was unbundled in 2006 into a separate state-owned company.
Privatization of the distribution unit of KESH (OSSH Operatori i Sistemit te Shperndarjes Sh. A.) started in 2008
and in 2009 we acquired the majority stake in this distribution company. The wholesale market is completely
regulated with a few large customers buying at market prices.

According to the Albanian Electricity Regulation Authority, in the year ended December 31, 2011,
electricity consumption by end-consumers in Albania increased by 0.4 TWh, or 9.2%, to 5 TWh from 4.6 TWh in
the year ended December 31, 2010.

Bulgaria

Approximately 72% of electricity generation in Bulgaria is controlled by the state through Bulgarian
Energy Holding, which also owns the transmission grid (through its subsidiaries, National Electricity Company,
ESO and EAD). In Bulgaria, the distribution companies are controlled by foreign companies: EVN Bulgaria,
E.ON and us. The wholesale market is officially liberalized but due to the quota system set by the Bulgarian
regulator, the majority of electricity has to be supplied for regulated prices to the transmission operator.
Accordingly, only a small part of the market is effectively liberalized, but with no trading platform in place. As a
result, only bilateral contracts are concluded and more than 80% of electricity generated is sold at regulated prices.

According to the Bulgarian electricity system operator (ESO), in the year ended December 31, 2011,
electricity consumption by end-consumers in Bulgaria increased by 1.0 TWh, or 2.9%, to 35.0 TWh from 34.0
TWh in the year ended December 31, 2010.

Romania

Transmission and generation are state-owned in Romania and distribution is partly state-owned. The
electricity market is unbundled but is not fully privatized. Liberalization of the Romanian electricity industry is
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ongoing, but approximately 60% of eligible customers are still regulated. Generation is split by fuel into separate
companies: Termoelectrica, Hidroelectrica and Nuclearelectrica. Smaller generation sources, mostly CHPs, are also
owned by counties and municipalities. Distribution is partially privatized with three regions serviced by state-
owned Electrica and the remaining five regions privatized and serviced by foreign investors. In the generation
sector, 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. Transmission in Romania is
handled by an independent state-owned company, Transelectrica.

According to ANRE, in the year ended December 31, 2011, electricity consumption by end-consumers in
Romania increased by approximately 2.3 TWh, or 5.4%, to approximately 45.8 TWh from 43.4 TWh in the year
ended December 31, 2010.

Our Business

Our core business activities include the generation of electricity in the Czech Republic, Poland, Bulgaria
and Romania; the distribution and sale of electricity to end-consumers in the Czech Republic, Albania, Bulgaria
and Romania; and the trading of electricity and energy commodities in the wholesale market for sale to our
end-consumers as well as for our own account.

Electricity Generation
Overview

In the year ended December 31, 2011, we generated 69,209 GWh of electricity, of which 91.5% was
generated in the Czech Republic. In the year ended December 31, 2011, 55.3% of our total electricity generated
was generated by our coal-fired power plants, 40.9% was generated by our nuclear power plants and the remaining
3.8% was generated by our hydroelectric, solar and wind power plants. The total installed capacity of our
generation facilities is 15,121 MW, of which 84.7% is in the Czech Republic, 8.3% is in Bulgaria, 4.8% is in
Poland and 2.1% is in Romania.

In the Czech Republic, we own and operate 10 coal-fired power plants with total installed capacity of 5,940
MW, two nuclear power plants with total installed capacity of 3,970 MW, 35 hydroelectric power plants with total
installed capacity of 1,935 MW, 13 solar (photovoltaic) power plants with total installed capacity of 125 MW and
three wind power plants with total installed capacity of 10 MW. In addition, we own and operate a number of heat
plants in the Czech Republic with total installed capacity of 833 MW.

The following table sets forth a breakdown of the total installed capacity of our power plants for the years
ended December 31, 2009, 2010 and 2011.

As of December 31,

2009 2010 2011
MW) (%) (MW) (%) (MW) (%)

Coal-fired power plants:
Central Europe

Czech RepubliC......ccooovvvieiiiieiicieie, 6,612 45.9 6,758 45.0 6,773 448

Poland .......ccoooiiiiiieiieeeee e 728 5.1 728 4.8 728 4.8

Central Europe total...........ccccoevenienennne. 7,340 51.0 7,486 49.8 7,501 49.6
South East Europe

Bulgaria........cccooveeiieieiieieieceeee e 1,260 8.7 1,260 8.4 1,260 8.3
Total. oo 8,600 59.7 8,746 58.2 8,761 57.9
Nuclear power plants:

Czech RepubliC......ccoooeiiiiiiieiiece 3,830 26.6 3,900 26.0 3,970 26.3
Hydro, solar and wind power plants:
Central Europe

Czech RepubliC......ccoooveeveiiiieiicieee, 1,963 13.7 2,070 13.8 2,070 13.7

Poland ........oooviiieiiee 2 0.0 2 0.0 2 0.0

Central Europe total...........ccccoerenieninnnne. 1,965 13.7 2,072 13.8 2,072 13.7
South East Europe

Romania........c.cooeviiiiiiiiiiiicee — — 300 2.0 318 2.1
Total. oo 1,965 13.7 2,372 15.8 2,390 15.8
Total installed capacity® ........................... 14,395 100 15,018 100 15,121 100
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(1) Includes 672 MW, 818 MW and 833 MW of installed capacity of our coal-, gas- and biomass-fired heat plants in the Czech Republic for the
years ended December 31, 2009, 2010 and 2011, respectively.

(2) Some of our power plants are operated under joint venture agreements which are not fully consolidated. The installed capacity of these power
plants was therefore not included in our total installed capacity. For the year ended December 31, 2011, these amounts included:

. 114 MW of installed capacity of our power plant in Slovakia;
. 208 MW of installed capacity of our coal-fired power plants in Germany;
* 3572 MW of installed capacity of our gas-fired power plants in Turkey;
. 15 MW of installed capacity of our wind power plant in Turkey; and
. 281.7 MW of installed capacity of our hydroelectric power plants in Turkey.
As of December 31, 2011, the total installed capacity of our generation facilities was 15,121 MW,
representing an increase of 15 MW, or 0.1%, from 15,018 MW as of December 31, 2010. As of December 31,

2011, 12,813 MW, or 84.7% of our total installed capacity, was in the Czech Republic, of which 52.9% was
coal-fired, 31.0% was nuclear and 16.2% was hydroelectric, solar and wind power combined.

The following table sets forth a breakdown of the total electricity generated by our power plants by type of
energy for the years ended December 31, 2009, 2010 and 2011.

For the year ended December 31,
2009 2010 2011
(GWh) (%) (GWh) (%) (GWh) (%)

Coal:
Central Europe
Czech Republic 31,530 48.3 32,912 48.1 33,031 47.7
Poland .......cccoooeiiiiiiiiceeeec e 2,259 34 2,059 3.0 2,198 3.2
Central Europe total..........ccoccoeveniernnnne. 33,789 51.7 34,971 51.1 35,229 50.9
South East Europe
Bulgaria........ccocooiviiiieeeeeeee 2,241 34 2,850 4.2 3,043 44
TOtal..ceeieieceeeee e 36,030 55.1 37,821 55.3 38,272 55.3
Nuclear:
Czech RepubliC......ccooovvieriiiieiieee, 27,208 41.7 27,998 40.9 28,283 40.9
Hydro, solar and wind:
Central Europe
Czech Republic......ccooeviieiiiec 2,104 3.2 2,353 34 2,007 2.9
Poland ........ccoooviiiieiiieeeeeee e 2 0.0 5 0.0 6 0.0
Central Europe total..........ccccoevverveirnnne. 2,106 32 2,358 34 2,013 2.9
South East Europe
Romania.......ccceeeveeeiieciiecieeeccie e — — 256 0.4 641 0.9
TOtal..eeeiceeeeeeeee e 2,106 3.2 2,614 3.8 2,654 3.8
Total electricity generated® ...................... 65,334 100 68,433 100 69,209 100

(1) Includes electricity generated by our coal-, gas- and biomass-fired heat plants in the Czech Republic.

(2) 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, 2011, these amounts included:

* 508 GWh of electricity generated by our power plant in Slovakia;
. 1,112.1 GWh of electricity generated by our coal-fired power plants in Germany;
. 1,697 GWh of electricity generated by our gas-fired power plants in Turkey;
. 51 GWh of electricity generated by our wind power plant in Turkey; and
. 847 GWh of electricity generated by our hydroelectric power plants in Turkey.
In the year ended December 31, 2011, 63,321 GWh of electricity, or 91.5% of our total electricity

generated, was generated in the Czech Republic, of which 52.2% was generated by our coal-fired power plants and
44.7% was generated by our nuclear power plants.
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In the year ended December 31, 2011, we generated 69,209 GWh of electricity, representing an increase of
776 GWh, or 1.1%, from 68,433 GWh in the year ended December 31, 2010. This increase was mainly due to an
increase in electricity generated by the Dukovany nuclear power plant as a result of an increase in installed
capacity, an increase in electricity generated by the Varna power plant in Bulgaria as a result of more frequent
activation of its cold reserve, as well as an increase in electricity generated by our solar power plants in the Czech
Republic and the Fantanele wind power plant in Romania, partially offset by a decrease in electricity generated by
our hydroelectric power plants in the Czech Republic as a result of lower water inflows compared to 2010.

Central Europe
Coal-fired power generation

Czech Republic. We own and operate 10 coal-fired power plants in the Czech Republic with installed
capacity of 5,940 MW as of December 31, 2011. Our coal-fired power plants are situated in various locations
throughout the Czech Republic, the largest concentration being in the brown coal mining region in the north-west.
In the year ended December 31, 2011, our coal-fired power plants in the Czech Republic generated 33,031 GWh
of electricity, representing 50.4% of our total electricity generated in Central Europe and 47.7% of our total
electricity generated. Our coal-fired power plants in the Czech Republic accounted for 43.9% of our total installed
capacity in Central Europe and 39.3% of our total installed capacity as of December 31, 2011.

The following table sets forth certain information regarding our coal-fired power plants in the Czech
Republic as of December 31, 2011.

Type of Installed Start of Generation license
Plant coal capacity (MW) operation Desulfurization  valid until
Détmarovice ....... Black/ 4 x 200 1975 - 1976 1998 September 6, 2026

brown
Chvaletice............ Brown 4 x 200 1977 — 1978 1997, 1998 September 1, 2035
Ledvice II ........... Brown 2x 110 1966 1996 September 6, 2026
Ledvice IIT.......... Brown I x 110 1968 1998 September 6, 2026
Me¢élnik II............. Brown 2x 110 1971 1998 September 6, 2026
M¢lnik III ........... Brown 1 x 500 1981 1998 September 6, 2026
Pocerady ............. Brown 5x 200 1970 — 1971, 1994, 1996 September 6, 2026

1977
Prunétov I........... Brown 4x 110 1967 — 1968 1995 September 6, 2026
Prunétov II.......... Brown 5x210 1981 — 1982 1996 September 6, 2026
Tusimice II.......... Brown 4 x 200 1974 — 1975 1997 September 6, 2026
Total installed capacity ...... 5,940

As of December 31, 2011, we also owned and operated a number of heat plants in the Czech Republic with
total installed capacity of 833 MW. Heat is also a by-product of the generation of electricity by our coal-fired
power plants. Heat supplied by our power plants in the Czech Republic is sold to municipalities, district heating
companies and industrial consumers. Heat is supplied to customers through steam/hot water pipelines that are
owned and operated by us and third parties. In the year ended December 31, 2011, our coal-fired power plants and
heat plants in the Czech Republic generated 14,281 TJ of heat.

Our coal-fired power plants have a 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 Act on Air. Since December 31, 2003, fluidized-bed boiler (a type of boiler that reduces
the content of sulfur dioxide emissions in the flue gasses during the combustion process) or flue-gas
desulfurization (flue stack technology which reduces sulfur dioxide content in power plant emissions) equipment
has been installed on all of our entirely coal-fired power plants and we have also installed or refurbished
precipitators (which reduce emissions of ash) on all of our coal-fired power plants in the Czech Republic.

In the year ended December 31, 2011, our coal-fired power plants in the Czech Republic consumed
27.7 million tons of brown coal and 1.4 million tons of black coal. For information on our coal mining activities
and purchases of coal from third parties, please see “—Other Businesses—Coal Mining” and “—Fuel—Coal.” Our
coal-fired power plants in the Czech Republic were assigned approximately 35.8 million tons of CO, emission
allowances for the year ended December 31, 2011. For additional information on CO, emission allowances and the
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allocation of CO, emission allowances after 2012, please see “Regulation—Czech Republic—Electric Energy
Sector” and “—FEmission Rights.”

Biomass in the form of 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, biomass is the second most significant element after water. In
the year ended December 31, 2011, we burned more than 440,000 tons of biomass in our power and heat plants in
the Czech Republic, mostly in the form of co-burning with brown coal.

As part of our investment program to replace older power plants in the Czech Republic with new, more
efficient and cleaner power plants, in 2007, we started work in connection with the construction of a new 660 MW
unit at our Ledvice coal-fired power plant. The new unit is expected to commence operation by 2015 with an
expected service life of 40 years. In 2007, we also started work in connection with the renewal of four 200 MW
units at our Tusimice coal-fired power plant. Two units were completed in 2010, one unit was completed in 2011
and the remaining unit is expected to be completed in May 2012. The renewal program is expected to extend the
service life of the Tusimice coal-fired power plant until 2035. In addition, the renewal of three 250 MW units at
the Prunérov coal-fired power plant, planned to start operating by 2015, is expected to extend the service life of
the Prunérov coal-fired power plant by 25-30 years.

Poland. We own and operate two black coal-fired power plants located in the southern region of Poland, the
Elcho power plant with installed capacity of 238.4 MW and the Skawina power plant with installed capacity of
490 MW as of December 31, 2011. The Elcho power plant started operating in 2003. The Skawina power plant
started operating in 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 Elcho power plant and the
Skawina power plant for the generation of electricity and heat expire on December 31, 2023 and December 31,
2025, respectively.

In the year ended December 31, 2011, our coal-fired power plants in Poland generated 2,198 GWh of
electricity, representing 3.4% of our total electricity generated in Central Europe and 3.2% of our total electricity
generated. In the same year, our power plants in Poland generated 4,915 TJ of heat.

In the year ended December 31, 2011, our coal-fired power plants in Poland consumed 1.1 million tons of
black coal and 212,000 tons of biomass and emitted 2.0 million tons of CO, emissions.

Other. Under a joint venture arrangement with MOL Nyrt, we also operate one power plant in Bratislava,
Slovakia. Part of this power plant is being reconstructed which is expected to increase its installed capacity to
149 MW by the end of 2012. Our interest in this joint venture arrangement is not fully consolidated and therefore
is not included in the calculations of our total electricity generation and our total installed capacity.

We also have interests in three small coal-fired power plants in Germany owned by MIBRAG with a total
installed capacity of 208 MW as of December 31, 2011. Our interests are held under a joint venture arrangement
with Energeticky a primyslovy holding, a. s. which is not fully consolidated and therefore is not included in the
calculations of our total installed capacity and our total electricity generated. In July 2011, we signed an agreement
for the disposal of our interest in MIBRAG.

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, 2011, nuclear power
generation accounted for approximately 43.2% of our electricity generated in Central Europe and 40.9% of our
total electricity generated, as compared to 42.9% and 40.9%, respectively, in the year ended December 31, 2010.
In the year ended December 31, 2011, our nuclear power plants accounted for 29.3% of our installed capacity in
Central Europe and 26.3% of our total installed capacity.

The following table sets forth certain information regarding our nuclear-powered plants as of December 31,

2011.

Plant Installed capacity (MW) Start of operation

Dukovany .........cccceeeverurennne. 3x510; 1 x440 1985 — 1987, reconstruction in 2009 and 2010
Temelin.......c..ccooevveeeeneeeennn.. 2 x 1,000 December 2000

Total installed capacity.. 3,970

Dukovany nuclear power plant. The construction of 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 1,970 MW. Outside Russia, such reactors are
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in operation in the Czech Republic, Finland, Hungary, Ukraine, Bulgaria and the Slovak Republic. The VVER
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 VVER 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 most common reactor type used commercially
around the world.

Over the past 10 years, we have improved the safety features of the Dukovany nuclear power plant in
accordance with the requirements of SONS. As part of our modernization program, we have also been
progressively implementing recommendations resulting from domestic and foreign technical audits, including
recommendations by the IAEA. In 2011, a re-certification audits of the Dukovany nuclear power plant were
successfully completed by the State Office of Occupational Health and Safety and Environmental Safety
Management Company (ISO 14001 certification).

Our ongoing “Safely 16 Tera EDU” project at the Dukovany nuclear power plant targets an annual
production of 16 terawatt-hours by 2013 as well as further improving safety features. We expect this target to be
achieved by increasing the efficiency of all four Units, using the power reserves of the Units and using the outage
mode more effectively.

Another key project at the Dukovany nuclear power plant is the Long-Term-Operation (“L70”) project. It
consists of approximately 230 smaller sub-projects with combined estimated costs of more than CZK 14 billion
between 2009 and 2015. The goal of the LTO project is to prepare the Dukovany nuclear power plant to operate
beyond its original designed lifespan. The aim of the first phase is to secure the license for operation of the
Dukovany nuclear power plant from 2015 to 2025 with the view to prolong the license even further to 2045. Since
2009, we have continued to modernize equipment at the Dukovany nuclear power plant, improve safety and
security and fulfil SONS requirements for the operation of the Dukovany nuclear power plant after 2015.

The projected lifetime of the Dukovany nuclear power plant is 40 years, although it may be possible to
extend the projected lifetime by up to an additional 20 years based on the level of usage. SONS grants operating
licenses that are renewable upon application. The following table sets forth the status of our licenses at the
Dukovany nuclear power plant as of the date of this offering memorandum.

Unit License valid from License valid until
L e January 1, 2006 December 31, 2015
s January 1, 2007 December 31, 2016
R TP January 1, 2008 December 31, 2017
Qoo January 1, 2008 December 31, 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 of the Temelin nuclear power plant became a
political issue and the government stopped construction of Unit 3 and Unit 4. In March 1993, the government
approved the completion of two units, out of four units originally planned, and at the same time ordered a
fundamental change in the design of the 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 a result 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 nuclear fuel and started up on October 11, 2000 and it
generated its 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 and the first spent
fuel container was 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 2011, our “Safely 15 Tera” project continued with
its aim of improving available capacity and reducing equipment failure rates. We currently expect the Temelin
nuclear power plant to generate an annual total of 15 TWh of electricity for the first time in the year
ended December 31, 2012.

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 of the Temelin nuclear power plant for a further ten-year period. In order to
obtain the license, regular evaluations of the plant’s safety are carried out. These evaluations involve checks on
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whether the power plant has been, is and will be for at least another ten years, safely operated. The license
contains operational conditions stipulated by SONS. The license on Unit 2 expires on May 31, 2012. In February
2012, we requested a new license from SONS.

The following table sets forth the status of licenses at the Temelin nuclear power plant as of the date of this
offering memorandum.

Unit License valid from License valid until
L e October 11, 2010 October 12, 2020
s October 11, 2004 May 31, 2012

In 2009, our business plan for completion of the Temelin nuclear power plant was approved by our Board
of Directors and we subsequently started the procurement procedures for the supply of two new reactor units, with
a possible option for up to three additional reactor units in Europe. The qualification phase of the tender was
completed in February 2010 with The Westinghouse Electric Corporation, AREVA NP and a consortium of
SKODA JS, JSC Atomexport and JSC OKB Gidropress all fulfilling the conditions for qualification. On October
31, 2011, the final tender information memorandum was provided to the qualified bidders. The deadline for
receiving bids is July 7, 2012 and we expect to sign an agreement with the successful bidder by the end of 2013.

Decommissioning of the nuclear power plants. Pursuant to the Czech Nuclear Act, 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 relevant nuclear
power plant. Total decommissioning costs are currently estimated to be CZK 17.3 billion for the Dukovany nuclear
power plant and CZK 14.6 billion for the Temelin nuclear power plant. These decommissioning cost estimations
are submitted for verification to the Czech Repository Authority. In order to accumulate an adequate amount of
funds to cover 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 2008 and 2009, respectively.
We currently expect to review these decommissioning cost estimates again in 2013 for the Dukovany nuclear
power plant and 2014 for the Temelin nuclear power plant.

To cover the costs of decommissioning, we are required by the Czech Nuclear Act to contribute to special
escrow accounts. For the years ended December 31, 2009, 2010 and 2011, our annual contribution to the escrow
accounts was CZK 326 million (CZK 165.5 million in respect of the Dukovany nuclear power plant and CZK
160.5 million in respect of the Temelin nuclear power plant). As of December 31, 2011, restricted funds
representing accumulated provision for the decommissioning of our nuclear power plants totalled CZK
8,522 million, representing an increase of CZK 691 million, or 8.8%, from CZK 7,831 million as of December 31,
2010. These restricted funds are shown in the balance sheet of our audited consolidated financial statements,
included elsewhere in this offering memorandum, under “non-current financial assets.” We have established
provisions to recognize our estimated liabilities for nuclear decommissioning in the form of an accounting reserve,
which as of December 31, 2011 amounted to CZK 9,183 million, representing an increase of CZK 390 million, or
4.4%, from CZK 8,793 million as of December 31, 2010.

Hydroelectric power generation

Czech Republic. We own and 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 21, 2011, our hydroelectric power plants in the Czech Republic generated
1,868 GWh of electricity, representing approximately 2.9% of our electricity generated in Central Europe and
2.7% of our total electricity generated, compared to 3.6% and 3.4%, respectively, for the year ended December 31,
2010. This decrease was primarily due to lower water inflows compared to in 2010. Our hydroelectric power
plants in the Czech Republic accounted for 14.3% of our total installed capacity in Central Europe and 12.8% of
our total installed capacity as of December 31, 2011.
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The following table sets forth certain information regarding our hydroelectric power plants in the Czech

Republic as of December 31, 2011.

Installed
Plant capacity (MW) Type of plant Start of operation
Kamyk ...cooveevieiiieieieeienen, 4x10 Accumulation 1961
Lipno L..coovieiiieieieeee, 2 x 60 Accumulation 1959
OrliK oo, 4x91 Accumulation 1961 - 1962
NI E:1 o) USRI 3 x 48 Accumulation 1954 - 1955
Stéchovice I.....ovvevveereennnen. 2x 11.25 Accumulation 1943 - 1944
Vrané........coovvvveviiiiieniennen, 2x6.94 Accumulation 1936
SHEKOV...oeieiieeiieeceeee 3x6.5 Accumulation 1936
Dlouhé Strané IT .................... 1x0.163 Small Hydro 2000
Hnévkovice.......cooenirnenenne. 2x4.38 Small Hydro 1992
Kofensko I.....ccccoevevviicncnnne, 2x 1.9 Small Hydro 1992
Kofensko IT........ccccovveeenennen. 1 x0.94 Small Hydro 2000
Lipno Il....oooveviieieieieee, Ix1.5 Small Hydro 1957
Mohelno 1x1.2;1x0.56 Small Hydro 1977, 1999
Zelina.....oooveeeeeeeeeeee 2x0.315 Small Hydro 1994
Brno — Kninicky ........c.c...... 1x3.1 Small Hydro 1941, reconstruction 2010
Brno — Komin...................... 1x0.106; 1 x 0.140 Small Hydro 1923, reconstruction 2008
Cenkova pila......c..cccovvrevennne., 1 x 0.096 Small Hydro 1912
Cerné JEZLIO e, 1x1.5;1x0.04; Small Hydro 1930, 2004, 2005

1x0.37
Hradec Kralové...................... 3x0.25 Small Hydro 1926
Hracholusky......cccccecevenennnn 1 x2.55 Small Hydro 1964, reconstruction 2006
Les Kralovstvi .......cccceceeuenene. 2x 1.105 Small Hydro 1923, reconstruction 2005
ODbFIStVI ., 2x 1.679 Small Hydro 1995
Pardubice .......coccoeveniienn, 1 x1.96 Small Hydro 1978, reconstruction during 2012
Pracov ....ccoooveveiiieiienee, 1x9.75 Small Hydro 1953, reconstruction 2001
Pastviny ......ccccevveveniinenenne, Ix3 Small Hydro 1938, reconstruction 2003
Plzen — Bukovec.................. 2x0.315 Small Hydro 2007
Predmeftice nad Labem.......... 1x26 Small Hydro 1953, reconstruction 2009
PrelouC....coovvvvieeiiecieee 2x0.68;2x0.49 Small Hydro 1927, reconstruction 2005
SPALOV ..o 2x1.2 Small Hydro 1926, reconstruction 1999
Spytihnév......ccovveeiiieiene 2x2 Small Hydro 1951, reconstruction 2009
Vydra....oooooeveeenieeeeee e, 2x3.2 Small Hydro 1939, reconstruction 2006
MeEINiK...oveiiiiiiiciiiecen 1x0.59 Small Hydro 2010
DaleSice ...oovveeeieieieeeee, 4x112.5 Pump Storage 1978
Dlouhé Strané I...................... 2x 325 Pump Storage 1996
Stéchovice I.......ooovereeennnn. 1 x45 Pump Storage 1947 — 1949, reconstruction 1996

Total installed capacity.... 1,935.2

Ten of our hydroelectric plants are situated on dams on the Vltava river in the Czech Republic creating a
cascade operation (the Vltava 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, Cefikova Pila, Plzefi-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
control hydroelectric 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
allow the productive use of excess electricity generated by base load plants by operating storage pumps in periods
of low demand. Further development of hydroelectric power generation in the Czech Republic is limited by the
topography and 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 suffered minor damage caused by flooding and in 2002, seven out of nine of our hydroelectric power plants
located on the Vltava river were damaged by floods. This damage was covered by our insurance.



Poland. We own and operate one small hydroelectric power plant in Poland with installed capacity of 1.6
MW. This hydroelectric power plant was built in 1961 and is located in the territory of our Skawina coal-fired
power plant. In the year ended December 31, 2011, the Skawina hydro power plant generated 6 GWh of
electricity.

Solar power generation

Czech Republic. In 2010, we acquired 13 solar power plants in the Czech Republic with total installed
capacity of 125.2 MW and as a result we became eligible for feed-in tariffs in the Czech Republic. In the year
ended December 31, 2011, our solar power plants in the Czech Republic generated 130 GWh of electricity.

All of our solar power plants in the Czech Republic are located in regions where the conditions are suitable
for solar generation. The Vranovska Ves, Zabcice, HruSovany 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 our solar power plants started
operating in 2009 and 2010.

There was a significant 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
significant decrease in the cost of solar (photovoltaic) technology. However, due to legislative amendments in the
area of support for generation of electricity from renewable sources in 2010, the conditions for supporting solar
power plants were not as favorable in 2011 and the trend towards rapid growth in the number of new solar
generation installations, seen in 2009 and especially in 2010 did not continue.

Wind power generation

Czech Republic. We own and operate three wind power plants in the Czech Republic with total installed
capacity of 9.7 MW. In the year ended December 31, 2011, these wind power plants generated 9.1 GWh of
electricity.

Poland. In 2011, we acquired a 67% interest in Eco-Wind Construction S.A., a leading wind farm
developer in Poland, with an option to acquire the remaining 33% share. Eco-Wind Construction S.A. develops
wind farms and its portfolio of projects includes 21 wind farms at various stages of development, although six of
these projects are currently expected to be divested.

Gas-fired power generation

Czech Republic. In April 2011, we started construction of a 841 MW gas-fired power plant in Pocerady,
Czech Republic with an expected service life of 30 years. We currently expect this power plant to be completed in
2013.

Other. A number of gas-fired power plant projects are currently under development. In 2010, we received a
building permit to build the Dufi CCGT power plant in Hungary with our joint venture partner MOL nyrt. The
Dufi CCGT power plant is expected to have an installed capacity of 830 MW and a service life of 30 years.
Commissioning of the Dufi CCGT power plant is currently planned for 2015, although gas negotiations are
currently ongoing.

The permit process and negotiations relating to the planned construction of the Slovnaft CCGT power plant
in Slovakia with our joint venture partner MOL nyrt are currently on hold. The Slovnaft CCGT is expected to have
an installed capacity of approximately 870 MW and a service life of 30 years from completion.

South East Europe
Coal-fired power generation

Bulgaria. We own and operate the Varna coal-fired power plant in Bulgaria. In the year ended December
31, 2011, the Varna power plant generated 82.6% of our total electricity generated in South East Europe and 4.4%
of our total electricity generated. In the year ended December 31, 2011, the Varna power plant had a total installed
capacity of 1,260 MW and accounted for 8.3% of our total installed capacity. The Varna power plant commenced
operations in 1968-1969 and has not been desulfurized (the process of removing sulfur dioxide (SO,) from exhaust
flue gases of fossil-fuel power plants). A license is necessary in order to generate electricity in Bulgaria, which is
issued by the State Commission for Energy and Water Regulation. The electricity generation license of TPP Varna
expires in February 2021. If the Varna power plant is not desulfurized pursuant to the Integrated Pollution
Prevention and Control (IPPC) permit, it may be decommissioned by the end of 2014. However, we currently
expect to desulfurize the power units of the Varna power plant and extend production beyond 2015.
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In the year ended December 31, 2011, the Varna power plant generated 3,043 GWh of electricity,
representing an increase of 193 GWh, or 6.8%, from 2,850 GWh in the year ended December 31, 2010. This
increase was primarily due to an increase in the amount of electricity generated by the Varna power plant for sale
to the regulated market, in particular due to the activation of the cold reserve due to colder weather and higher
electricity consumption at the end of 2011. The State Commission for Energy and Water Regulation approves the
price of electricity sold to the national supplier and the price of available power (including cold reserve). Since
2007, the approved prices of electricity have generally been lower than the production costs of the Varna power
plant. However, the main driver of profitability for the Varna power plant is available power from cold reserve
(approximately 60% of the Bulgarian power reserve) and sales of CO, emission allowances allocated for free.

In the year ended December 31, 2011, the Varna power plant consumed a total of 1.3 million tons of black
coal and emitted 3.2 million tons of CO, emissions. For more information on purchases of coal in Bulgaria, please
see “—Fuel—Coal.”

In the year ended December 31, 2011, the Varna power plant also generated and supplied a small amount of
heat (5 TJ) to sites in its vicinity.

Hydroelectric power generation

Romania. We own and operate four hydroelectric power plants at the Resita Site in Romania with total
installed capacity of 18 MW. In the year ended December 31, 2011, these hydroelectric power plants generated
21 GWh of electricity.

Turkey. We have a joint venture interest in five small hydroelectric power plants located in Turkey with
total installed capacity of 281.7 MW as of December 31, 2011. Our interest is not fully consolidated and therefore
is not included in the calculations of our total installed capacity and our total electricity generated.

Wind power generation

Romania. We own and operate one wind power plant in Fantanele, Romania. The Fantanele power plant
generated 620 GWh of electricity in the year ended December 31, 2011, representing approximately 16.8% of our
total electricity generated in South East Europe and 0.9% of our total electricity generated in the year
ended December 31, 2011. As of December 31, 2011, the 120 wind turbines of the Fantanele power plant had a
total installed capacity of 300 MW and accounted for 2.0% of our total installed capacity.

Our total installed wind power generation capacity has significantly increased following the completion of
part of the construction of the 600 MW Fantanele and Cogealac wind power projects in Romania. The Fantanele
and Cogealac project will become operational in stages with the first stage comprising 347.5 MW and the second
stage comprising 252.5 MW. During 2011, we built 12 additional turbines in Fantanele as well as 13 turbines in
Cogealac and these new turbines will be included in our installed capacity for the first time in 2012. By the end of
2011, 132 turbines from the first phase of the project were built and connected to the transmission system in
Romania. We currently expect the second stage of the project in Cogealac to be completed by the end of 2012. As
of December 31, 2011, our total investment in the Fantanele and Cogealac wind power projects is estimated at
€1.1 billion.

Green certificates are awarded to the Fantanele wind power plant as part of the Romanian support scheme
for renewables. The price range for green certificates is set by law at €27-55 per green certificate. Under current
legislation, two green certificates should be received for each MWh of electricity generated until 2017, reducing to
one green certificate per MWh of electricity generated thereafter.

Turkey. We also have an interest in the Ayyildiz RES wind power plant located in Turkey with total
installed capacity of 15 MW as of December 31, 2011. Our interest in this joint venture arrangement is not fully
consolidated and therefore is not included in the calculations of our total installed capacity and our total electricity
generated.

Gas-fired power generation

Turkey. Pursuant to joint venture arrangements with the AKKOK Group, we have interests in three gas-
fired power plants in Turkey, with a total installed capacity of 357.2 MW as of December 31, 2011. Our interests
in these joint venture arrangements are not fully consolidated and therefore are not included in the calculations of
our total electricity generated and our total installed capacity.

In 2011, we started building an additional gas-fired power plant in Turkey, the Hatay (Egemer) CCGT
power plant, as part of our joint venture with the AKKOK Group. The Hatay CCGT power plant is expected to
have a total installed capacity of 800-900 MW and a service life of 30 years. We currently expect this gas-fired
power plant to be completed during 2014. Our interest in this joint venture arrangement will not be consolidated
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and therefore will not be included in the calculations of our total electricity generated and our total installed
capacity.

Distribution and Sale of Electricity
Overview
Distribution of electricity

In the Czech Republic, we distributed electricity to more than 3.5 million connection points covering an
area of approximately 52.7 thousand square kilometers as of December 31, 2011, making us the largest of the three
regional distributors of electricity in the country. In addition, we are one of the largest of eight regional distribution
companies in Romania and we have majority interests in the principal distribution company in Albania and
Bulgaria. In the year ended December 31, 2011, we distributed a total of 53,628 GWh of electricity to end-
consumers, of which 60.8% was distributed to end consumers in the Czech Republic, 17.1% was distributed to
end-consumers in Bulgaria, 13.7% was distributed to end-consumers in Romania and 8.4% was distributed to end-
consumers in Albania.

The table below sets 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, 2011.

For the year ended December 31, 2011

Distributed to Distributed
end-consumers to others® Grid losses

(GWh) (%) (GWh) (%) (GWh) (%)

Central Europe:

Czech Republic......covveeiiieiiiieiiee, 32,613 60.8 6,886 75.8 2,549 34.8
South East Europe:

AlDANIA......oicviieieccieeeeee e 4,487 8.4 — — 2,006 27.4

Bulgaria.........coooiveiinieeeeeee 9,193 17.1 3 0.0 1,429 19.5

ROMANIA ....oooveiiiieciieeeeeeceeeeee e 7,335 13.7 2,193 24.2 1,337 18.3

South East Europe total ..........ccccccvevennnee. 21,015 39.2 2,196 24.2 4,772 65.2
Total .......coooovviiiiiiiiceeee e 53,628 100 9,082 100 7,321 100

(1) Electricity distributed to others mainly includes electricity distributed to our distribution centers, specifically our power plants for
consumption by us.

As of December 31, 2011, we owned and operated 344,933 kilometres of high-, medium- and low-voltage
electricity distribution lines, 46% of which were in the Czech Republic. Our distribution grid losses were 7,321
GWh of electricity in the year ended December 31, 2011, representing a decrease of 53 GWh, or 0.7%, from 7,374
GWh in the year ended December 31, 2010.

Sale of electricity

Our sales business sells electricity (procured by our trading business from our generation business and the
wholesale market) to end-consumers in the Czech Republic, and, to a lesser extent, to end-consumers in Romania,
Bulgaria and Albania. We are the largest of more than 40 suppliers of electricity currently operating in the Czech
Republic in terms of volume of electricity sold to end-consumers. In the year ended December 31, 2011, we sold
42,846 GWh of electricity to end-consumers, of which 21,969 GWh was sold to end-consumers in the Czech
Republic (45.9% to industrial (high-voltage) customers, 16.3% to commercial (medium- and low-voltage)
customers and 37.8% to housechold (low-voltage) customers).
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The table below sets forth the volume of electricity sold by type of end-consumer in each of our principal
markets in the year ended December 31, 2011.
For the year ended December 31, 2011
Household Commercial Industrial Total
(GWh) (%) (GWh) (%) (GWh) (%) (GWh) (%)

Central Europe:

Czech Republic......ccooeeninnene 8,305 49.5 3,579 42.8 10,085 57.0 21,969 51.3
Hungary ......coooooveiieiiieicee — — — — 1,382 7.8 1,382 32
Poland........ccooeevveieiiiiiie — — — — 95 0.5 95 0.2
Slovakia......cccceeveeereireeeneene — — 9 0.1 1,041 5.9 1,050 2.5
Central Europe total..................... 8,305 49.5 3,588 429 12,603 712 24,496 57.2
South East Europe:

AIbANIa ..o 2,646 15.8 999 12.0 1,386 7.8 5,031 11.7
Bulgaria......ccocooeinininiiiicns 4,287 25.5 2,837 33.9 2,900 16.4 10,024 23.4
Romania ......cccooeviveninninccnns 1,555 9.2 935 11.2 805 4.6 3,295 7.7
8,488 50.5 4,771 57.1 5,091 28.8 18,350 42.8

16,793 100 8,359 100 17,694 100 42,846 100

In the year ended December 31, 2011, approximately 44% of the total electricity sold to end-consumers was
sold on a forward basis of one to three years, primarily to industrial customers.

Central Europe
Distribution of electricity

We distribute electricity in nine of the 14 regions of the Czech Republic, namely Plzen, Karlovy Vary, Usti
nad Labem, Central Bohemia, Liberec, Hradec Kralové, Pardubice, Olomouc, and Moravia-Silesia. In the year
ended December 31, 2011, we distributed 32,613 GWh of electricity to end-consumers making us the largest of the
three distribution companies in the Czech Republic, with a market share of 62.1% of electricity distributed to end-
consumers. We do not distribute electricity to end-consumers in any other country in Central Europe.

As of December 31, 2011, we owned and operated 158,267 kilometres of distribution lines in the Czech
Republic, of which 6% were high-voltage, 32% were medium-voltage and 62% were low-voltage. Our distribution
grid losses were 2,549 GWh of electricity in the year ended December 31, 2011, representing a decrease of 68.3
GWh, or 2.6%, from 2,617 GWh in the year ended December 31, 2010. We mainly cover losses in our distribution
grid by purchasing electricity generated from renewable sources of energy.

Our distribution business 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 a defined period, which is specified in the license. Our
license for the distribution of electricity in the Czech Republic was issued on October 1, 2010 and expires
on October 1, 2035. Prices for distribution services are also regulated by the ERO.

Sale of electricity

In the year ended December 31, 2011, we sold 21,969 GWh of electricity to end-consumers in the Czech
Republic, representing a decrease of 12.6% compared to the year ended December 31, 2010. This decrease was
primarily due to the increased competition for business from end-consumers in 2011. Our market share of sales to
end-consumers in the Czech Republic in the year ended December 31, 2011 was approximately 37.9%, compared
to 42.5% in 2010, according to data published by the ERO. In the year ended December 31, 2011, we sold 10,085
GWh of electricity to industrial customers, 3,579 GWh of electricity to commercial customers, and we sold the
remaining 8,305 GWh of electricity to household customers, representing 23.5%, 8.4% and 19.4%, respectively, of
our total sales of electricity to end-consumers.

In terms of the end-consumer market for electricity in the Czech Republic, 2010 was characterized by the
aftermath of the economic crisis and the beginning of a recovery in demand, in the form of moderate growth in
end-consumption. Competition in the end-consumer market was strong in 2010 and customers had the choice of at
least six offers from various electricity dealers. Pressure from smaller, alternative suppliers continued in 2010,
while established electricity suppliers provided consumers with high-quality care and services, relative stability,
and an ever-expanding offer of electricity products. However, we believe that we still have the most extensive
portfolio in the Czech Republic, consisting of more industrial customers compared to the portfolios of our
competitors.
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Developments in the Czech market also correlate closely with the situation in European markets in the
same period following market liberalization. In previous years, the liberalization of the electricity market did not
have a significant effect on the commercial and household segment. However, in 2010, market players followed in
the footsteps of companies in other European markets and began to compete intensely for these customers as well.
A key role was played by smaller suppliers who made increased use of door-to-door sales. As a result, during
2010, the number of customers changing their electricity supplier increased to tens of thousands per month. The
high number of people changing suppliers was also as a result of Rheinisch-Westfalisches Elektrizitatswerk
(“RWE”), one of the largest German energy groups with operations in the Czech Republic, expanding its services
portfolio to include electricity. For this reason, we focused our attention on retention activities in the small
commercial and household segment with the objective of minimizing the number of customers leaving us to join
our competitors.

In 2011, competition for end-consumers in the Czech Republic continued to be strong and there was a
record number of supplier changes. Small suppliers continued to take advantage of door-to-door sales and offered
low prices to household customers. During 2011, RWE became the strongest and most active competitor of our
sales business in the Czech Republic. As a result, despite our retention activities, our market share in the
household and commercial segment decreased in 2011.

The sale of electricity in the Czech Republic is regulated by the Czech Energy Act and the ERO. A license
is necessary in order to sell electricity, which is issued by the ERO for a maximum of five years. Our license for
the sale of electricity in the Czech Republic was issued on September 2, 2010 and expires on September 1, 2015.
The price of electricity comprises two amounts: the regulated amount, to cover transmission, distribution and
system services, and the unregulated amount, which is for the sale of the electricity itself.

South East Europe
Distribution of electricity

Romania. In the year ended December 31, 2011, we distributed 7,335 GWh of electricity to end-consumers
making us one of the largest of eight regional distribution companies in Romania. As of December 31, 2011, we
distributed electricity to approximately 1.4 million connection points in Romania and had a market share of
approximately 16% according to data published by ANRE. Our distribution grid losses in Romania were 1,337
GWh of electricity in the year ended December 31, 2011, representing a decrease of 39 GWh, or 2.8%, from 1,376
GWh in the year ended December 31, 2010.

Our distribution business in Romania is regulated by ANRE. A license is necessary in order to distribute
electricity, which is issued by ANRE for a maximum term of 25 years. Our license for the distribution of
electricity in Romania was issued on April 29, 2002 and expires on April 28, 2027. Prices for distribution services
are also regulated by ANRE and are established annually.

Bulgaria. We own a majority interest in the principal distribution company in Bulgaria. In the year
ended December 31, 2011 we distributed 9,193 GWh of electricity to end-consumers. As of December 31, 2011,
we distributed electricity to approximately 2.0 million connection points in Bulgaria and had a market share of
approximately 40% according to data published by the State Commission for Energy and Water Regulation. Our
distribution grid losses in Bulgaria were 1,429 GWh of electricity in the year ended December 31, 2011,
representing a decrease of 41 GWh, or 2.8%, from 1,470 GWh in the year ended December 31, 2010.

Our distribution business in Bulgaria is regulated by the State Commission for Energy and Water
Regulation. A license is necessary in order to distribute electricity, which is issued by the State Commission for
Energy and Water Regulation 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 State Commission for Energy and Water Regulation.

Albania. We own a majority interest in the sole distribution company in Albania. In the year
ended December 31, 2011, we distributed 4,487 GWh of electricity to end-consumers. As of December 31, 2011,
we distributed electricity to approximately 1.1 million connection points in Albania and had a market share of
100% according to data published by the Albanian Electricity Regulation Authority. Our distribution grid losses in
Albania were 2,006 GWh of electricity in the year ended December 31, 2011, representing an increase of 95 GWh,
or 5.0%, from 1,911 GWh in the year ended December 31, 2010. The replacement of obsolete power lines with
insulated cables and the installation of new electricity meters at all connection points helped us to reduce losses
and increase the volume of electricity consumption invoiced in 2011 as compared to 2010.

Our distribution business in Albania is regulated by the Albanian Electricity Regulation Authority. A license
is necessary in order to distribute electricity, which is issued by the Albanian Electricity Regulation Authority for a
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maximum term of 30 years. Our license for the distribution of electricity in Albania was issued in June 2008 and
expires in June 2038. Prices for distribution services are also regulated by the Albanian Electricity Regulation
Authority.

Turkey. In the year ended December 31, 2011, we distributed 8,256 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 470 GWh, or 6.0%, from 7,786 GWh in the year ended December 31, 2010. 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 of electricity

Romania. In the year ended December 31, 2011, we sold 3,295 GWh of electricity to end-consumers in
Romania, representing an increase of 1.4% compared to the year ended December 31, 2010. In the year
ended December 31, 2011, we sold 805 GWh of electricity to industrial customers, 935 GWh of electricity to
commercial customers and we sold the remaining 1,555 GWh of electricity to household customers, representing
1.9%, 2.2% and 3.6%, respectively, of our total sales of electricity to end-consumers. Our market share of sales to
end-consumers in Romania in the year ended December 31, 2011 was approximately 8% according to data
published by ANRE.

The sale of electricity 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
license for the sale of electricity in Romania was issued on March 15, 2007 and expires on March 14, 2017. 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, 2011, we sold 10,024 GWh of electricity to end-consumers in
Bulgaria, representing an increase of 3.3% compared to the year ended December 31, 2010, primarily due to an
increase in consumption by commercial customers. In the year ended December 31, 2011, we sold 2,900 GWh of
electricity to industrial customers, 2,837 GWh of electricity to commercial customers and we sold the remaining
4,287 GWh of electricity to household customers, representing 6.8%, 6.6% and 10.0%, respectively, of our total
sales to end-consumers. Our market share of sales to end-consumers in Bulgaria in the year ended December 31,
2011 was approximately 40% according to data published by the State Commission for Energy and Water
Regulation.

The sale of electricity in Bulgaria is regulated by the State Commission for Energy and Water Regulation. A
license is necessary in order to sell electricity in Bulgaria, which is issued by the State Commission for Energy and
Water Regulation. Our license for the 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 State Commission
for Energy and Water Regulation.

Albania. In the year ended December 31, 2011, we sold 5,031 GWh of electricity to end-consumers in
Albania, representing an increase of 9.2% compared to the year ended December 31, 2010. This increase was
primarily due to the installation of new electricity meters at all connection points which helped to increase the
volume of electricity consumption invoiced. In the year ended December 31, 2011, we sold 1,386 GWh of
electricity to industrial customers, 999 GWh of electricity to commercial customers and we sold the remaining
2,646 GWh of electricity to household customers, representing 3.2%, 2.3% and 6.2%, respectively, of our total
sales to end-consumers. As the sole distributor and supplier of electricity in Albania, our market share of sales to
end-consumers was 100% in the year ended December 31, 2011.

The difference between the amount of electricity distributed to end-consumers (4,487 GWh) and the
amount of electricity sold to end-consumers (5,031 GWh) in Albania is due to the fact that electricity is sold to
certain customers that are connected outside of our distribution grid. We expect to see steady growth at a moderate
rate in Albania in terms of the amount of electricity distributed and the amount of electricity sold to end-
consumers based on our position in the market and the outlook for continued growth in the Albanian economy. At
the same time, we aim to continue to improve and make technical modifications to our invoicing system. As a
result, the reported volumes of electricity distributed and sold may offset one another in year-on-year terms,
despite the growth trend in electricity consumption.

The sale of electricity in Albania is regulated by the Albanian Electricity Regulation Authority. A license is
necessary in order to sell electricity in Albania, which is issued by the Albanian Electricity Regulation Authority.
Our license for the sale of electricity in Albania was issued in June 2008 and expires in June 2013.
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Turkey. In Turkey, we sold 6,106 GWh of electricity to end-consumers in the year ended December 31,
2011 through Akenerji Elektrik Uretim A.S. and Akenerji Elektrik Enerjisi Ithalat Ihracat ve Toptan Ticaret A.S.,
unconsolidated entities operated under a joint venture arrangement. Our Turkish sales business is operated under a
joint venture arrangement which is not fully consolidated and therefore our sales of electricity to end-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.

Trading
Overview

Our trading activities encompass selling electricity generated by us in the wholesale markets and to our
sales business; procuring in the wholesale markets electricity sold by our sales business to end-consumers; and
trading electricity, E.U. emission allowances (“E£UAs”), CER credits, natural gas and black coal in the wholesale
markets for our own account.

The following table sets forth a breakdown of the volume of electricity purchased and sold by us in the
wholesale markets (including our net electricity generated and total sales to end-consumers) for the years
ended December 31, 2009, 2010 and 2011.

For the year ended December 31,

Change in
2011
compared
2009 2010 2011 to 2010
(GWh) (%)
Wholesale trading in electricity:
Electricity purchased in the wholesale market.................. 120,578 150,728 208,023 38.1
Electricity sold in the wholesale market ...........c...c.......... (128,286) (160,712) (220,388) 37.1
Balance of wholesale trading in electricity ...........cccc....... (7,708) (9,984) (12,365) 23.8
Electricity generated and sold to end-consumers:
Total electricity generated by us (Zross) ......cceceevveevennne. 65,344 68,433 69,209 1.1
Own consumption of electricity generated........................ (6,193) (6,481) (6,677) 3.0
Total electricity generated by us (N€t) .......cecveeerereeennne. 59,151 61,952 62,532 0.9
Distribution 1OSSES ........eevveeevieriieiiieiecie e (7,625) (7,374) (7,321) (0.7)
Electricity sold by us to end-consumers............cccccccceueenne. (43,818) (44,594) (42,846) 3.9
Balance between electricity generated by us and sold to
OUT €Nd-CONSUIMETS.....uviiieiiieeieeeeeeieieeeeeeeeiieeeeeeeeeaeeeeeeens 7,708 9,984 12,365 23.8

In the year ended December 31, 2011, we procured a total of 263,234 GWh of electricity (208,023 GWh of
electricity in the wholesale market and 55,211 GWh of our electricity generated (net of own consumption and
distribution losses)) and we sold a total of 263,234 GWh of electricity (220,388 GWh of electricity in the
wholesale market and 42,846 GWh of electricity to end-consumers). In the year ended December 31, 2010, we
purchased a total of 205,306 GWh of electricity (150,728 GWh of electricity in the wholesale market and 54,578
GWh of our electricity generated (net of own consumption and distribution losses)) and we sold a total of 205,306
GWh of electricity (160,712 GWh of electricity in the wholesale market and 44,594 GWh of electricity sold to
end-consumers). The substantial increase in the volume of electricity purchased and sold on the wholesale
electricity markets was due to an increase in the volume of electricity traded for our own account.

We carry out proprietary trading that consists of taking on energy commodity (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 for our own account, we aim to generate additional profits, procure
electricity for end-consumers, and make up for electricity shortfalls in the event of outages in one or more of our
power plants. We carry 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
which is independent from the 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
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believe are in accordance with international best practices. For more information, please see “Management s
Discussion and Analysis of Financial Condition and Results of Operations—Quantitative and Qualitative
Disclosures about Market Risk.”

The risk limit set by the Risk Management Committee for our proprietary trading activities is CZK
1.2 billion. The potential open positions over a longer time period are limited by a daily value at risk limit of CZK
163 million. These relatively low limits and the strict rules set by 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 annual volume 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 form of futures products on the London Intercontinental
Exchange (“/CE”). Trading in natural gas futures serves as preparation for operating our planned gas-fired power
plants in the future. Our trading also takes place on the European Energy Exchange (“EEX”) in Leipzig, Germany,
the Green Exchange (Environmental Markets) (“GreenX”) in New York, the Hungarian Power Exchange
(“HUPX”), European Power Exchange (Spot Markets) (“EPEX SPOT”) in Paris, the BlueNext Spot
(Environmental Trading Exchange) (“BlueNext Spot”) in Paris, the Towarowa Gielda Energii (“7GE”) in Poland,
the PXE in Prague, OPCOM in Romania, the Hellenic Transmission System Operator (“H7S0”) in Greece and
OTE in Prague.

Outside of the Czech Republic, we also trade directly in Austria, Germany, France, Poland, Hungary,
Romania, Kosovo, Greece and Montenegro where a license is not required to trade in electricity or where the
eligibility for such a license is not limited to entities established under the laws of the same country. In Slovakia,
Bulgaria, Serbia, Bosnia and Herzegovina and Albania we operate through our subsidiaries that hold the necessary
local licenses.

Central Europe

Czech Republic. On the Czech wholesale market, we sell electricity for contractually agreed upon prices.
Since 2002, the wholesale prices have been unregulated. Since the launch of the PXE on July 17, 2007, the
majority of our electricity generated for wholesale distribution is sold on the PXE and 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 exchange in Leipzig and there has historically been a strong 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 PXE and bilateral contracts. Instruments that can be traded on the
Czech Republic’s exchange range from one-year contracts down to one-day contracts. Anonymous trading on a
daily basis can also be realized through the organized 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.

In the Czech Republic, according to the ERO, the global economic recession led to a decline in domestic
electricity consumption only in 2009 (of 5.9%). As of January 2010, according to the ERO, electricity
consumption showed year-on-year growth of 2.4% (after adjustment for weather). We continued to sell the
electricity that we generated almost exclusively in the Czech electricity market, either wholesale through the PXE,
or through electronic broker market platforms, or to end-consumers. We continued to sell electricity on a forward
basis, specifically, three years in advance, with the aim of 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, 2011, we had entered into five long-term contracts for physical power supply until
2020 at a price which is structured and linked to EUA market prices. This price structure reflects the generation
costs of our brown coal-fired power plants and includes a positive margin. As of December 31, 2011, we have
entered into 200 MW of baseload power supply by means of such long-term contracts and we intend to sell further
production of our brown coal-fired power plants under similar long-term contracts.

Poland. Electricity generated in Poland by our Skawina power plant and Elcho power plant is sold in
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-term electricity sale contracts.

South East Europe

Bulgaria. We sell electricity generated by the Varna power plant mainly to the regulated wholesale market
in Bulgaria. We also procure electricity in the regulated and unregulated market to be sold by our sales business to
household and eligible industrial end-consumers.
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Romania. We sell electricity generated by the Fantanele wind farm on the unregulated wholesale market in
Romania. We also procure electricity in the wholesale market to be sold by our sales business to household
customers for regulated prices and to eligible end-consumers for unregulated prices. In Romania, we also trade
green certificates, which are awarded to the Fantanele wind farm as part of the Romanian support scheme for
renewables.

Albania. In Albania, we procure electricity in the regulated as well as the unregulated wholesale market to
be sold by our sales business to end-consumers.

Other Businesses
Coal Mining

We mine, process and sell brown coal and its by-products in the Czech Republic. In the year
ended December 31, 2011, we produced 25.1 million tons of brown coal, making us the largest producer of brown
coal in the Czech Republic accounting for approximately 53.7% of the total volume of brown coal produced in the
Czech Republic in 2011.

The Bilina Mines, operating in the Teplice-Bilina area in the North Bohemian Basin, mine coal that is
characterized by a high heat content and a low proportion of hazardous substances. In the year ended December
31, 2011, the Bilina Mines extracted 10.4 million tons of brown coal. The mining activity permit for the Bilina
Mine was issued on the basis of the Opening, Preparation, and Extraction Plan for the Years 2010-2030 by the
District Mining Office in Most on November 8, 2010 and entered into legal force on January 26, 2011. Our mining
operations in the Bilina Mines are permitted until 2030.

The Nastup Tusimice Mines operates in the westernmost portion of the Usti Region of the Czech Republic
in the Tu§imice mining area in the North Bohemian Basin. In the year ended December 31, 2011, the Nastup
TuSimice Mines extracted 14.9 million tons of brown coal. In the year ended December 31, 2011, all coal extracted
from the Nastup TuSimice Mines went to the local power plants, TuSimice and Prunéfov, the Chvaletice and
Meélnik I power plants or to United Energy Coal Trading (Komotany heat plant). Our mining operations in the
Libous II-North mine within the TuSimice mining area are permitted until 2015.

The table below sets forth the amount 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, 2009, 2010 and 2011.

For the year ended December 31,
2009 2010 2011
Delivered Delivered Delivered
for own for own for own
Produced consumption Produced consumption Produced consumption

(in million tons)

Bilina Mines.........ccccceevvecvrnenennnne 9.2 3.6 9.3 4.1 10.1 43
Nastup Tusimice Mines ................... 12.8 12.8 12.5 12.2 15.0 14.5
Total ..c.oovviiiiiiciiicc 22.0 16.4 21.8 16.3 25.1 18.8

The table below sets forth information regarding the exploitable reserves of our mines as of December 31,
2009, 2010 and 2011.

As of December 31,

Exploitable reserves 2009 2010 2011
(in million tons)

Bilina MINES ....couieiiiiiiiieiieiieie ettt 183.7 174.5 164.4

NAStUP TUSIMICE MINES ..evvivieniieieiieeieieee ettt sreeene e 264.9 252.1 240.2

TORAL .. 448.6 426.6 404.6

In the year ended December 31, 2011, our plants consumed 18.8 million tons of our brown coal output, or
74.9% of our total brown coal output, compared to 16.3 million tons of our brown coal output, or 74.8% of our
total coal output for the year ended December 31, 2010. In the year ended December 31, 2011, we sold a total of
6.3 million tons of brown coal to third parties, which generated total revenues of CZK 4.5 billion. In the year
ended December 31, 2010, we sold a total of 5.4 million tons of brown coal to third parties, which generated total
revenues of CZK 4.4 billion.
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We carry out exploration works at the mines on an annual basis. Our exploration activities are primarily
carried out in order to assess the characteristics of our reserves and the hydrogeological and geotechnical
conditions as well as in order to optimize extraction. However, based on our historic 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 and are responsible for decommissioning and reclamation of the mines (the
process of restoring land that has been mined to a natural or economically useable purpose) as well as for damage
caused by the operations of the mines. To cover such costs we are required by Czech law to contribute to a special
escrow account. These restricted funds are shown in our balance sheet under restricted financial assets and as
of December 31, 2011, restricted funds related to mining reclamation and damages totalled CZK 3,023.5 million.
We have also established provisions to recognize our estimated liabilities for decommissioning and reclamation of
mines and damage cause by the operations of our mines. As of December 31, 2011, such provisions amounted to
CZK 6,473 million compared to CZK 6,648 million as of December 31, 2010. In the year ended December 31,
2011, reclamation expenses totalled CZK 459 million, of which CZK 336.2 million was accounted for against the
respective provisions and CZK 173.3 million was drawn from restricted funds (the escrow account) to cover
reclamation costs at the Bilina Mines.

We also hold a 50% interest (which is not fully consolidated) in Mittledeutsche Braunkohlenbergbau
GmbH, through a joint venture arrangement with Energeticky a primyslovy holding, a. s. Mittledeutsche
Braunkohlenbergbau GmbH operates two brown coal mines in Germany (Sachsen and Sachsen-Anhalt) and in the
year ended December 31, 2011 extracted 18.9 million tons of coal. In 2011, we signed an agreement to dispose of
our interest in Mittledeutsche Braunkohlenbergbau GmbH to Energeticky a primyslovy holding, a. s. We expect to
complete the disposal of our interest during the second quarter of 2012.

Gas Supply to End-Consumers

We started to supply gas to industrial and commercial customers in the Czech Republic in August 2009 and
gas to our household customers in the Czech Republic in June 2010. We purchase all of the gas that we sell to our
customers on the wholesale market in the Czech Republic and abroad. In the year ended December 31, 2011, we
supplied 3.4 TWh of gas to customers in the Czech Republic, which represents an increase of 72.4% compared to
2.0 TWh in the year ended December 31, 2010. In the year ended December 31, 2011, our revenues from the
supply of gas were CZK 2,243 million, representing an increase of CZK 1,148 million, or 104.8%, from CZK
1,095 million in the year ended December 31, 2010.

Growth in the gas market in the Czech Republic is evidenced by the year-on-year increase in the number of
supplier changes. In the Czech Republic, according to the ERO, the number of supplier changes in the year
ended December 31, 2011 was 361,941, representing a significant increase from 84,392 supplier changes in the
year ended December 31, 2010, and 33,327 supplier changes in the year ended December 31, 2009.

We started to supply gas to end-consumers in Slovakia in 2011. In the year ended December 31, 2011, we
supplied 0.5 TWh of gas to wholesale and retail customers in Slovakia.

Provision of Ancillary Services

Ancillary services are generally defined as services provided by natural or legal persons for maintaining the
operation of power systems 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 transmission system operator generally have the right, but are not obliged, to offer ancillary services at
market prices.

Ancillary services are purchased by transmission grid operators for stabilising the grid in auctions for a
wide range of products to be provided over various lengths of time. The Czech market is one of the most
competitive in Europe for the provision of ancillary services, with independent producers offering approximately
half of the necessary capacity of ancillary services.

In 2011, the Skawina power plant and, to a lesser extent, the Elcho power plant, supplied ancillary services
to the operator of Poland’s transmission grid operator and the Varna power plant supplied ancillary services to
Bulgaria’s transmission grid operator.

Our revenues from the provision of ancillary services to transmission grid operators reached CZK
5,032 million in the year ended December 31, 2011, compared to CZK 4,623 million in the year
ended December 31, 2010 and CZK 4,702 million in the year ended December 31, 2009.
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Fuel
Coal

Approximately 70% of the total installed capacity of our coal-fired power plants burn brown coal. Brown
coal is supplied by three companies in the Czech Republic, the main supplier being Severoceské Doly a.s., our
wholly owned subsidiary. Black coal is used in the Détmarovice power plant and the Ostrava-Vitkovice power
plant and in part of the Pofi¢i power plant in the Czech Republic; in the Elcho power plant and the Skawina power
plant in Poland and in the Varna power plant in Bulgaria.

The table below sets forth information relating to the total amount of coal consumed by our coal-fired
power plants and the amount of which was purchased from third parties for the years ended December 31, 2009,
2010 and 2011.

For the year ended December 31,

2009 2010 2011
Purchased Purchased Purchased
Total from Total from Total from
consumed others consumed others consumed others
(in million tons)
Brown coal
Czech Republic.........cccuveneee. 25.9 9.7 26.7 10.3 27.7 9.9
Black coal
Czech Republic.......cccoeeuenee 1.0 1.1 1.5 1.4 1.4 1.4
Poland ......cc...ooovvveeiiiieen 1.2 1.2 1.1 1.0 1.1 1.1
Bulgaria ......ccoooeeeiiieie 1.0 1.0 1.3 1.1 1.3 1.4
Total black coal..........c............ 32 33 3.9 3.5 3.8 3.9
Total ..occvveeiiiiiieieeeeee 29.1 13.0 30.6 13.8 31.5 13.8

In the year ended December 31, 2011, we consumed 27.7 million tons of brown coal, of which 18.8 million
tons, or 67.9%, were produced by our own mines (see “—Other Businesses—Coal Mining”). According to data
published by the ERO, we are the largest purchaser of brown coal in the Czech Republic. In the year
ended December 31, 2011, approximately 28.7 million tons of brown coal were delivered to our coal-fired power
plants in the Czech Republic, approximately 65% of which were supplied by our own mines, with the remainder
purchased from Czech Coal a.s. (approximately 30%) and Sokolovska uhelnd, pravni nastupce, a.s. (approximately
5%). We currently purchase brown coal from Czech Coal a.s. under a medium-term contract that expires
on December 31, 2012 and from Sokolovska uhelna, pravni nastupce, a.s., under a long-term agreement that
expires in 2027. We are currently in negotiations with Czech Coal a.s. for the supply of brown coal after the expiry
of our agreement with Czech Coal a.s. Please see “Risk Factors—Risks Related to Our Business and Operations—
Risks associated with the deliveries of coal from Czech Coal a.s.,” “—Legal Proceedings—Litigation with Czech
Coal” and “—Legal Proceedings—Litigation with Sokolovskad uhelna, pravni nastupce, a.s.” The black coal used
in our black coal-fired power plants is purchased primarily from OKD, a.s., Jastrzebska Spolka Weglowa,
Weglokoks and Carbounion Bohemia spol. s r.0. on the basis of annual contracts.

Most of our coal-fired power plants are located in the vicinity of the North Bohemian brown coal basin in
the Czech Republic. Conveyor belts from nearby mines supply brown coal directly to two power plants, Ledvice 11
and III and TuSimice II. For other coal-fired power plants, rail is primarily used to transport coal supplies over
relatively short distances. Taking into account geographical restrictions, current mining limits and current estimates
of our coal-fired generation needs, we currently estimate that there are sufficient brown coal reserves in the Czech
Republic for the operation of our coal-fired power plants until 2035 for our retrofitted power plants and until 2050
for our newly built coal-fired power plants.

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 from mines in the region. The principal supplier of coal to the Elcho
power plant in 2011 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 and Katowicky Holding Weglowy SA.

In Bulgaria, we import black coal (anthracite) for the Varna power plant from Russia and Ukraine by sea
under annual supply contracts concluded following a tender process. In 2011, our suppliers were Bulmineral
EOOD and Euroquest Energy Ltd.
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Nuclear Fuel

We procure nuclear fuel materials (uranium) and services (conversion and enrichment) pursuant to medium-
and long-term contractual arrangements. Our procurement activities are supervised by the ESA, which endorses
and co-signs, if required by the Treaty Establishing the European Atomic Energy Community (the “Euratom
Treaty”), all new supply contracts, which must be in full compliance with the ESA supply policy and related
limitations.

Historically, the majority of our uranium needs have been met by domestic sources in the Czech Republic.
However, uranium production in the Czech Republic has been continuously decreasing over the past decade.
Improved pricing in the uranium market after 2004 enabled DIAMO s.p., a Czech uranium producer, to extend
Czech uranium production. In 2008, we concluded a new supply contract with DIAMO s.p. which secured
delivery of up to one third of our total annual needs of uranium up until 2014. The remainder of our uranium
needs is met by market purchases of uranium on the basis of long-term contracts. To the extent authorized under
the ESA supply policy, we also purchase uranium as 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 ESA limitation on the amount of
enrichment services that can be purchased together with fabrication as a package from TVEL does not apply as the
existing long-term fuel contract was grandfathered upon the accession of the Czech Republic to the European
Union. Between 2008 and 2011, we concluded new long-term contracts for uranium and conversion and
enrichment services to meet the needs of the Temelin nuclear power plant, which expire partly in 2014 and partly
in 2020 (2025 if certain options are exercised). 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 our nuclear power plants at its
facilities in Elektrostal, Russia. The long-term fuel supply contract for the Temelin nuclear power plant, which
expires in 2020, was awarded to TVEL in May 2006 as a result of a tender opened in April 2004, in order to
replace a previous fuel contract with The Westinghouse Electric Company LLC which expired in 2010. The last
fuel deliveries from The Westinghouse Electricity Company LLC were received for Unit 1 in 2009 and for Unit 2
in 2010. Unit 1 was fully refuelled with new TVEL fuel assemblies in 2010 and the refuelling of the entire core at
Unit 2 followed in 2011. Nuclear fuel fabrication and shipments of nuclear fuel for the Temelin nuclear power
plant from TVEL are performed upon our request according to conditions in the fuel supply contract.

Nuclear fuel for the four reactors at the Dukovany nuclear power plant is also provided by TVEL pursuant
to a long-term supply contract, which expires in 2018. Deliveries of nuclear fuel designated for transition from the
“four-year fuel cycle” to the “five-year fuel cycle” were carried out in previous years. Nuclear fuel design has also
been modified in order to accommodate the operation of reactors at an increased power level. In 2008, a license
for deployment of a modified advanced second generation fuel was obtained. In the same year, deliveries of this
improved version of the second-generation fuel started and it was used at Unit 3 and it has since been regularly
loaded into all of the units at the Dukovany nuclear power plant. 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 interim spent 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 used up 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 cover the Dukovany nuclear power plant’s operation for a period of
40 years and we therefore expect that the capacity of the Dukovany ISFSF will be sufficient for the planned long-
term operation of the Dukovany nuclear power plant.

As of December 31, 2011, spent fuel is stored in advanced Castor 440/84M casks and 18 casks are
exploited, representing approximately 14% 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 neighboring countries of Austria and
Germany. During the legislative process, the Ministry of Environment issued a positive EIA. SONS permitted the
construction in terms of nuclear safety. A special expert committee of the European Union also assessed the
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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 put into operation for a one-year trial period
in September 2010. In December 2011, we received a license issued by SONS for the common operation, valid
until 2021. The storage capacity of the Temelin ISFSF is 1,370 tons of uranium, which represents spent fuel for the
30-year operation of the Temelin nuclear power plant. In the event the useful lifespan of the Temelin nuclear
power plant is extended, the capacity of the Temelin ISFSF may be expanded by building additional storage halls.

As of December 31, 2011, there were five CASTOR 1000/19 casks with 95 fuel assemblies in total at the
Temelin ISFSF, of which approximately 3% 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-term storage of spent fuel from both of our nuclear power plants. We
obtained a local zoning permit for this site in March 2001. The locality is permanently observed as a stand-by
alternative to the on-site Dukovany ISFSF and Temelin ISFSF.

Biomass

Biomass in the form of wood chip, straw and 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 Komaxo, s.r.o., Holomac, s.r.o., Jiti Pragr and Ondfej Simegek, with whom medium-term contracts are signed.
These suppliers are farmers and owners of agricultural land. In Poland, we sign annual contracts with or make
monthly orders from a number of local suppliers of biomass.

In the Czech Republic, we burned more than 440,000 tons of biomass in the year ended December 31,
2011, compared to more than 411,000 tons in the year ended December 31, 2010, mostly in the form of co-burning
with brown coal, generating more than 428 GWh and 337 GWh of electricity, respectively.

In Poland, we burned more than 212,000 tons of biomass in the year ended December 31, 2011, compared
to more than 128,000 tons in the year ended December 31, 2010, mostly in the form of co-burning with hard coal,
generating more than 306 GWh and 158 GWh of electricity, respectively.

Property, Plant and Equipment

We own all of our significant 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 and distribution networks as well as coal mining facilities,
administrative buildings and other assets. As of December 31, 2011, we owned buildings with a total net book
value of CZK 134.1 billion, plant and equipment with a net book value of CZK 159.3 billion and land with a net
book value of CZK 6.0 billion.

As of December 31, 2011, we owned net plant in service pledged as a security for liabilities in the amount
of CZK 289 million, representing approximately 0.07% of total net book value of plant in service as
of December 31, 2011.

Capital Expenditures

For information on our capital expenditures, please see “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Liquidity and Capital Resources—Capital Expenditures and
Acquisitions.”

Employees

We had an average of 30,768, 32,937 and 31,805 employees in the years ended December 31, 2009, 2010
and 2011, respectively, out of which approximately 64.4%, 62.4% and 64.7%, respectively, were employed in the
Czech Republic. Since our foundation in 1992, we have reduced the number of our employees to a level which
brings the ratio of employees to installed MW capacity closer to the ratios of other advanced European power
companies. We have also completed an organizational audit which resulted in a decrease in our average number of
our employees and we are taking further steps aimed at further lowering our average number of employees.

As of December 31, 2011, all of our employees in the Czech Republic were covered by our collective
bargaining agreement in accordance with Czech law. Our collective bargaining agreement is valid until the end of
2014. Our collective bargaining agreement was amended twice in 2010 and once in 2011. In 2007, we also
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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, although there were strike alerts in 2003 at our
nuclear power plants but these did not result in actual strikes or work stoppages.

Research and Development

Our research and development (“R&D”) significantly contributes to improving the safe, economical and
reliable operation of our assets and to building our knowledge of innovative technologies in the energy sector. Our
R&D projects are mainly performed by external, specialized R&D engineering and consultancy organizations.
R&D covers numerous topics in nuclear energy and conventional power generation, innovative renewables,
utilization of biomass and development of waste-to-energy concepts, energy storage, smart grids and life
management of power plants and their components.

The development of human resources and support for energy-focused applied and industrial R&D in the
Czech Republic are important co-benefits of our R&D projects. Cooperation with technical universities is an
essential part of such activities. We are a founding member of the Czech Sustainable Energy Technology Platform,
forum of utilities, vendors, research, engineering, and academic entities acting for the improvement of energy
R&D in the Czech Republic and for the intensification of international cooperation.

We are also a member of VGB PowerTech and have full membership on the nuclear sector with the Electric
Power Research Institute. In addition, we are intensively involved in international energy R&D projects,
particularly in the E.U.’s Framework Programs, mainly in the areas of developing nuclear technologies, nuclear
safety and radiation protection, but also in non-nuclear areas including developing smart grids and clean coal
technologies. We are also a member of three European technology platforms: the Sustainable Nuclear Energy
Technology Platform, the Zero-Emission Power and Smart Grids.

In the year ended December 31, 2011, we participated in research and development programs in the total
amount of CZK 794.2 million, compared to CZK 709.0 million in the year ended December 31, 2010.

Licenses

As of the date of this memorandum, we hold all licenses necessary for the operation of our business. For
information on licenses and permissions required under the Czech Energy Act and under other applicable
regulations, please see “Regulation—Czech Republic—Electric Energy Sector—Licensing Regime.”

Emission Rights

In the years ended December 31, 2010 and 2011, we were granted 41.7 million tons of CO, emission
allowances per year. CO, emissions became 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 optimising generation in terms of CO, emissions. Our decision making process
regarding the trade of CO, is based on a comparison of the wholesale electricity price with generation costs, which
include the price of CO, emission allowances.

Emission producers, such as us, that sell electricity to third parties are subject to a tax in the Czech
Republic on all EUAs that are freely allocated. In the year ended December 31, 2011, this tax was 32% of the
average market value of all emission allowances allocated for free to CO, emission producers for the year (where
the market value is determined by the Ministry of the Environment of the Czech Republic). Certain EUAs
obtained for the purpose of combined production of heat and electricity are exempted from the tax. This tax
amounted to CZK 3.64 billion in the year ended December 31, 2011.
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The following table summarizes the movements in the quantity and book value of emission rights and
credits held by us during 2009, 2010 and 2011.

For the year ended December 31,

2009 2010 2011
(in thousand (CZK (in thousand (CZK (in thousand (CZK (U.S.$ in
tons) in millions) tons) in millions) tons) in millions) millions)
Emission rights and credits (CERs, ERUs)
granted and purchased for own use:
Granted and purchased emission rights and
credits at January 1 ..o, 41,751 1,274 38,659 869 36,740 2,123 106
Emission rights granted .............cococvveneneinennne. 42,494 — 41,831 — 42,936 3,640 183
Emission rights acquired in business
COMbBINALIONS .......cvviiviieeieeeeieceecee e 22 27 1,125 429 — — —
Settlement of prior year actual emissions.. (40,408) — (37,319) (46) (39,122) (2,513) (126)
Emission rights purchased. 794 392 2,585 1,267 2,282 984 49
Emission rights sold........... .. (4,066) (7) (6,300) — (5,250) (46) 2)
Emission credits purchased ..........cccccceeveinenenn. 929 332 26 12 2,707 877 44
Emission credits sold .........ccoveerneininiccnnne. (2,857) (1,155) (6) 2) (5) 2) (0)
Reclassified to emission credits held for
trAding c...cecveeeeiiiiic — — (467) (163) (26) (12) (€]
Reclassified to assets classified as held for sale.. — — (3,394) (241) 3,394 241 12
Currency translation differences.............cccccouueee. — 6 — 2) — (35) 2)
Granted and purchased emission
rights and credits December 31 ..........cc.c.... 38,659 869 36,740 2,123 43,656 5,257 263
Emission rights and credits held for trading:
Emission rights and credits for trading
at January 1. — — — — 1,570 472 24
Emission rights purchased. 45,025 18,284 8,231 3,019 2,004 813 41
Emission rights sold..........cccoevnnnnnnnnne. (45,025) (18,292) (8,231) (3,021) (2,004) (627) 32)
Emission credits purchased ...........ccccoeevervenennene. 3,967 1,484 2,313 933 1,121 456 23
Emission credits sold.........cooeininiinnnncne, (3,967) (1,484) (1,210) (466) (2,420) (885) 44
Reclassified from emission credits for own use.. — — 467 163 26 12 0
Fair value adjustment............ccocevevvveveenenieeennnns — 8 — (156) — (202) (10)
Emission rights and credits held for
trading at December 31........coccoeivincinennenn. — — 1,570 472 297 39 2

Our total emissions of greenhouse gases amounted to 37,319 thousand tons, 39,122 thousand tons and
38,906 thousand tons of CO, for the years ended December 31, 2009, 2010 and 2011, respectively. As
of December 31, 2011, we recognized a total provision for CO, emissions in the amount of CZK 3,418 million.

In September, 2011, the government of the Czech Republic, under the E.U. Emissions Exemption, approved
a national plan for investments in retrofitting and upgrading infrastructure and clean technologies in the energy
sector. The European Commission has the task of assessing and approving or rejecting the proposed allocation of
emission allowances without cost, within six months, taking into account the criteria set out in the 2003/87/EC
Directive on greenhouse gas emission allowances. For more information, please see “Regulation—Czech
Republic—FElectric Energy Sector—Electricity Generation.”
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Subject to the approval of the European Commission, the Czech Republic proposed the following allocation
of emission allowances without cost to our coal-fired power plants in the Czech Republic.

2013 2014 2015 2016 2017 2018 2019 2020
(in million tons)
DEtmarovice...........c.e.... 1,565,479 1,341,839 1,118,199 894,560 670,920 447,280 223,640 —
Chvaletice..... 1,360,846 1,166,440 972,033 777,626 583,220 388,813 194,407 —
Ledvice II..... 770,217 660,186 550,155 440,124 330,093 220,062 110,031 —
Ledvice III ... 1,954,346 1,675,154 1,395,961 1,116,769 837,577 558,385 279,192 —
Melnik IT ..o 424,860 364,165 303,471 242,777 182,083 121,388 60,694 —
Melnik T ..o 891,494 764,137 636,781 509,425 382,069 254,712 127,356 —
Pocerady......c.cooeireinnne 3,014,660 2,583,994 2,153,329 1,722,663 1,291,997 861,331 430,666 —
Prunéiov L........cccceovnenne. 952,523 816,448 680,374 544,299 408,224 272,149 136,075 —
Prunétov II.... 2,927,619 2,509,388 2,091,157 1,672,925 1,254,694 836,463 418,231 —
Tusimice II.... 3,282,518 2,813,587 2,344,656 1,875,725 1,406,794 937,862 468,931 —
Other®™ ..o 1,651,394 1,415,480 1,179,566 943,654 707,741 471,826 235,912 —
Total........cocooviniiine 18,795,956 16,110,818 13,425,682 10,740,547 8,055,412 5,370,271 2,685,135 —

Source: Czech Ministry of the Environment

(1) Includes emission allowances allocated to certain of our other power and heat plants in the Czech Republic, including Hodonin,
Elektrarna Potici, Tisova, Teplarna Dvur Kralové nad Labem, Teplarna Vitkovice, PPC Trmice, Teplarna Trmice and Temelin.

Due to the uncertainty regarding the free allocation of emissions and the requirements for purchasing
emissions, we continue to seek ways to reduce our overall emissions, which includes considering the cost of CO,
emissions when evaluating potential investment opportunities. Please see “Risk Factors—Risks Related to Our
Business and Operations—We are exposed to changes in the way emission allowances are allocated, including the
conditions attaching to free allocations and the allocation of emission allowances after 2013, as well as volatility
in the market prices of emission allowances that we need to acquire.”

Intellectual Property

We own the rights to numerous trademarks in relation to the name “CEZ” and its “E” symbol as 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 Concerning the 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 trademark of the word “CEZ GROUP” combined with the symbol “E”
is protected in 22 states under the Madrid Agreement and the color symbol “E” is protected in 22 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 types of insurance to protect us against potential liabilities. These include property
insurance for our conventional power plants and nuclear power plants and nuclear liability insurance, in addition to
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 and the Vienna Convention requirements in
respect of responsibility for damage caused by a nuclear incident. However, our insurance does not fully cover all
risks and we cannot guarantee that costs connected with nuclear disasters or other unforeseen events in our nuclear
power plants would not have any negative effects on our business, results of operations and financial condition
(please see “Risk Factors—Risks Related to Our Business and Operations—We could incur significant losses in the
event of a nuclear accident”). The Czech Nuclear Act sets limits on the liability of operators of nuclear facilities
for nuclear damage. The Czech Nuclear Act provides that operators of nuclear facilities are liable for up to
CZK 8 billion per incident and limits the liability for damage caused by other activities (such as transportation) to
CZK 2 billion. The Czech Nuclear Act 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 up to a minimum of CZK 300 million for other
activities (such as transportation). We have obtained all necessary insurance policies with the minimum limits
required by law for the operation of our nuclear power plants. We have concluded such insurance policies with
Ceska pojistovna a.s., which represents the Czech Nuclear Insurance Pool (a group of insurance companies) and
with the European Liability Insurance for the Nuclear Industry, which is a mutual insurance company insuring
nuclear liability risks.

126



We maintain insurance policies covering the assets of our coal, 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 also have insurance policies covering directors’ and officers’ liability.

Safety and Quality Management

Safety and quality management is an integrated part of our management system. It is implemented,
maintained and evaluated in a top-down manner from the 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
aim to assure added value for our customers.

Our quality management policy was approved by our Supervisory Board in October 2010. Our quality
management policy is published to show the commitment of our management towards quality and to establish the
main principles of quality for our employees to understand. Each Group-entity is responsible for implementing
management system tools and for implementing the quality management policy in all day-to-day activities.

We signed the Czech Quality Charter in October 2010, which refers to activities of the Czech Republic in
the European Union. By signing the Charter, we committed to share our knowledge and experience and best
practices in quality and innovation. We were the first energy company to sign the Charter. We also initiated the
foundation of the Energetic Technical Section alongside the Czech Quality Council.

Our safety management system is based on the management of safety processes close to risks in generation
and distribution. We have created two segment centers which aim to guarantee and directly and methodically
control our safety and environmental protection. We have created the Safety Inspectorate within our CEO
Division, which is responsible for independent managerial oversight and feedback on all safety areas and
environmental protection. We also have a new Safety and Environmental Protection Policy which has become a
part of our strategic management. The policy contains safety 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 compliance, and reviews the operation of nuclear facilities, the quality of selected activities,
repair and maintenance, and personnel training. SONS representatives (local inspectors) are permanently on site at
both the Dukovany and Temelin nuclear power plants to monitor their performance and compliance with safety
standards and operating procedures, and to make sure that any improvements made are appropriate. The safe
operation of the Dukovany and Temelin nuclear power plants is governed by documented requirements, approved
by SONS (for example, the Technical Specifications, Radioactive Effluent and Emission Monitoring Programs). It
is the responsibility of each plant to comply with regulations and requirements set out in the approved
documentation. SONS carries out supervision by inspections.

Since their initial operation, the Dukovany and Temelin nuclear power plants have, under the supervision of
SONS, been continuously monitoring the levels of radiation in the immediate vicinity of the plants. 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 statutory limits.

The typical design feature of the Dukovany nuclear power plant units (VVER440) are hermetic boxes
(zones) complemented by bubbler towers, which can relieve hermetic zones from over-pressure and prevent
release of radioactivity into the atmosphere in the event of a large leak of the primary circuit (the sealed circuit
comprises the steel pressure vessel containing the reactor, the steam generator and the connecting pipe work).

A spray system is also installed to prevent overpressure in the long-term. In the Temelin nuclear power plant, both
units (VVER320) are constructed with standard western type full pressure containment. The Dukovany and
Temelin nuclear power plants are designed to withstand the maximum design accident caused by a guillotine break
of the primary circuit piping (main circulation loops) and consequently to reduce the pressure and temperature
inside the hermetic zones or containment facilities using spray systems.

WANO

We are a member of the World Association of Nuclear Operators (“WANQO”) and, like other members of
these organizations, we submit both of our nuclear power plants to periodic peer review. These reviews are carried
out regularly by international teams of experts from various 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

127



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 is scheduled to take place in
2013.

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 that all of the recommendations
of the WANO Peer Review were implemented or were in the advanced stages of implementation. Some additional
proposals were suggested. The last WANO Peer Review was 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 plants
engaged in WANO. The plant’s senior management is preparing a set of remedial actions focused mainly on
improving the control process.

IAEA

The Czech Republic is a member of the IAEA and, as a result, 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 from this review, we prepared and fulfilled an action plan. 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 fulfillment of its recommendations. The last 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 for improvement to achieve even better results of operational safety. The plant’s
senior management has prepared a set of remedial actions to address these recommendations before the follow-up
OSART mission which is scheduled to take place in the first half of 2013.

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 recommendations of the
OSART mission in 2001. Most of the recommendations and proposals were included in the category “completed,”
and the team generally noted the progress in operational safety enhancement, recommendation implementation and
power plant appearance.

In 1991, TAEA and the Nuclear Energy Agency of the OECD introduced a seven-grade international nuclear
events scale (“/NES”), an internationally recognized standard used to inform the public of the safety significance
of a nuclear event. Levels 4 to 7 are termed “accidents” with a significant radiation exposure off-site, while Levels
1 to 3 are termed “incidents” with effects on the nuclear facilities only. Level 0 is called “below the scale” and
refers to events that are not related to safety. According to the INES, applied retrospectively throughout the
lifetime of our nuclear facilities, as of December 31, 2011, neither the Dukovany nor the Temelin nuclear power
plant has experienced an incident assessed above Level 1.

Post Fukushima Stress Tests

Stress tests of nuclear power plants required by the European Council are defined as a focused assessment
of safety margins and resistance of nuclear plants, in light of the events that occurred at the Fukushima-Daiichi
nuclear power plant in Japan following the tsunami on March 11, 2011.

The assessment of both of our nuclear power plants was performed by experts in nuclear safety, design of
nuclear facilities, accident management, emergency preparedness and phenomenology research of severe
accidents, fully qualified for the assessment. The evaluators complied with a deterministic approach to evaluate the
expected successive failure of all preventive actions during extreme scenarios.

No conditions were identified during the assessment 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 posing any threat to their vicinity. Despite identifying the robustness of barriers, the evaluators
concluded that opportunities still existed for further safety enhancement with respect to highly improbable
situations. The proposed measures which are subject to further review are broken down into short- and
medium-term measures, categorized according to their importance. Short-term measures include:

. proposing and implementing alternative means of communication and support during interventions at
the nuclear power plant and for communicating with public authorities in the event of significant
damage to infrastructure and the isolation of the site area;

. finalizing the remaining procedures and guidelines for severe accidents; and
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. reviewing the existing qualifications and capacity of personnel to fulfill the vital functions of the
nuclear power plant if all units on the site are affected, or in case of loss of the control centers.

Medium-term measures include:

. proposing and implementing 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

. implementing the actions in process to reinforce the design against the effects of severe accidents.
EMANI

The periodical inspections of the European Mutual Association for Nuclear Insurance (“EMANI’) were held
in 2011 on both of our nuclear power plants. These inspections were focused on operation, maintenance and
overall condition of the plants. The inspectors concluded that the plants were well operated and the inspections did
not give rise to any material findings or recommendations.

Risk Management

We continue to develop our integrated risk management system in order to increase our fundamental value
while taking into account the level of risk acceptable for shareholders. Our supreme risk authority is the Risk
Management Committee (a committee of the Chief Executive Officer), which comprises of:

. seven permanent members: Chief Financial Officer, Chief Risk Officer, Chief Generation Officer,
Chief Sales Officer, Trading director, Controlling director, Treasury and Financing director;

. five non-permanent members (being the other members of the Board of Directors): Chief Executive
Officer, Chief Distribution and International Officer, Chief Investment Officer, Chief Strategy Officer,
Chief Procurement Officer; and

. one permanent guest: Internal Audit director.

The Risk Management Committee makes decisions on the development of our integrated system of risk
management and our overall allocation of risk capital to individual risks and organizational units, and monitors the
overall risk impact on us, including our debt capacity utilization and rating requirement fulfillment on a monthly
basis.

Since 2005, we have applied a risk capital concept that allows the setting 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 (together with the annual budget) based on the proposal of our Risk Management Committee. The
proposed limit value, in CZK, is set on the basis of a 95% confidence level and expresses a maximum profit
decrease 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 between the Euro and Czech crowns) have been quantified on a monthly basis by the EBITDA @
Risk model based on the MonteCarlo simulation in Y+1 to Y+5 horizon. Through the integration of the EBITDA
@ Risk outputs with mandatory investments and financials (within the five year horizon), the total debt capacity
(which is net debt/EBITDA) ratio is calculated each month and evaluated in light of our rating targets. We base all
decisions about available amounts 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 a
potential CAPEX increase and potential deadline delay is calculated on the basis of a 95% confidence level for
each individual investment project. This concept enables a relevant comparison of the risk profile of actual net
present value of each project and contributes to the effective internal competition of cash flow sources with limited
development.

We divide risks into four categories:

. market risks, comprising financial risks, commodity risks, volumetric risks and market liquidity;

. credit risks, comprising counterparty default, supplier default and settlement;

. operational risks, comprising operating risk, internal change, liquidity management and security; and

. business risks, comprising strategic, political, regulatory and reputation risks.
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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:

. market risks, comprising financial risks (such as currency, interest and stock price), commodity price
risks (relating to prices of electricity, emission allowances, coal, gas), volumetric risks (such as
volume of heat supply and volume of electricity buy-out produced by solar power plants);

. credit risks, comprising financial and business counterparty risk and electricity, gas and heat
end-customer risk; and

. operational risks, comprising risks related to the operation of nuclear and fossil power plants in the
Czech Republic and investment risks.

We aim to 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 and crisis planning and preventive actions. Our ten most important cash flow risks are
centrally monitored and coordinated and are updated and reported to the Risk Management Committee on a
quarterly basis.

In addition, our annual budget risks, 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,” “Managements
Discussion & Analysis of Financial Condition and Results of Operations—Quantitative and Qualitative
Disclosures about Market Risk” and Note 17 of our audited consolidated financial statements for the year
ended December 31, 2011.

Environmental Matters

As of the date of this offering memorandum, 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 and the Czech Nuclear
Act.

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. A portion of coal ash is deposited on the landfills. We also sell residue to certain producers of construction
materials. In addition, since 1994, we have also sold a portion of the FGD gypsum (a coal combustion product of
coal-fueled power plants) remaining after the desulfurization process to certain 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 for waste storage and reclamation amounted to CZK 368.2 million as of December 31,
2011, compared to CZK 386.0 million as of December 31, 2010.

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 classified as “existing particularly large combustion plants,” we have
the advantage that under applicable legislation we may exchange and allocate the assigned 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.

For the year ended December 31, 2011, our total emission charges amounted to CZK 91.7 million,
decreasing by 5.1% from CZK 96.6 million for the year ended December 31, 2010.

Czech Nuclear Act

On June 24, 1994, the Czech Republic became a party to the Vienna Convention. On the basis of the
principles of the Vienna Convention, the Czech government initiated and Parliament enacted the Czech Nuclear
Act, which came into force on July 1, 1997. In accordance with the Vienna Convention, the Czech Nuclear Act
provides that only the operator of a nuclear facility is liable for any damage caused by a nuclear incident and that
the operator’s liability for such damage is limited to CZK 8 billion per incident. The Czech Nuclear Act also
provides that operators of nuclear facilities are obliged to acquire insurance covering potential liabilities for
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nuclear damages in the amount of not less than CZK 2 billion. The Dukovany and Temelin nuclear power plants
are currently fully insured in accordance with the Czech Nuclear Act and the Vienna Convention. For more
information about our insurance coverage, please see “—Insurance.”

The Czech Nuclear Act contains a provision to the effect that the Czech Republic shall guarantee the safe
final disposal of nuclear waste. The Czech Nuclear Act required the Czech Ministry of Industry and Trade to
establish a Czech Repository Authority as a State organization, to carry out particular activities associated with
disposal of nuclear waste. The Czech Repository Authority was established on June 1, 1997. The Czech Nuclear
Act provides that a generator of nuclear waste will remain responsible for storage of nuclear waste and related
costs until the handover of the waste to the Czech Repository Authority. The Czech Repository Authority centrally
organizes, supervises and is responsible for all final disposal facilities and the disposal of nuclear waste therein. In
1999, we sold our repository for disposal of nuclear waste from the 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 of the Czech Repository Authority are financed through the 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 contribute to the Czech Nuclear Account in the amount of CZK 50 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 year ended December 31, 2011, our total payments to the Czech Nuclear Account
amounted to CZK 1,414 million.

The originator of radioactive waste is required by the Czech Nuclear Act to cover directly all costs
associated with interim storage of spent fuel and the disposal of radioactive waste. The operator is also liable
under the Czech Nuclear Act to finance the decommissioning of its nuclear power plants. For this particular
purpose, financial resources are accumulated in a special blocked account and any drawings from this account are
subject to receiving the Czech Repository Authority’s approval.

We have recognized provisions for our obligations to decommission our nuclear power plants at the end of
their operating lives, to store the related spent nuclear fuel and other radioactive waste initially on an interim basis
as well as provisions for our obligation to provide financing for subsequent permanent storage of spent fuel and
irradiated parts of reactors. Actual costs incurred are charged against such accumulated provisions. As
of December 31, 2011 the provision for interim spent fuel storage amounted to CZK 6.4 billion, the provision for
permanent spent fuel storage amounted to CZK 21.7 billion and the provision for decommissioning amounted to
CZK 9.2 billion.

Legal Proceedings

We are currently involved in 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 on our results of
operations or financial condition. Certain significant legal proceedings in which we are involved as of the date of
this offering memorandum are described below.

Litigation Relating to the Temelin Nuclear Power Plant

In 2001, the State of Upper Austria filed a petition demanding us to cease-and-desist from generating
alleged ionizing radiation from the Temelin Nuclear Power Plant. On January 4, 2012, the Linz Regional Court
rejected the petition. The State of Upper Austria subsequently lodged an appeal against the decision of the Linz
Regional Court. We have established a provision for contingent liabilities arising from these proceedings, however,
this provision does not cover claims brought against us for which damages have not been quantified or in relation
to which the plaintiffs’ prospects have been deemed by us to be remote. Due to their nature, we are not able to
predict the ultimate outcome of legal proceedings currently pending against us, which may not be decided in our
favor and may require us to pay damages to the plaintiff, incur costs in connection with the modification of parts
of the Temelin nuclear power plant or temporarily remove parts of the Temelin nuclear power plant from service
including, in some cases, so that we can comply with environmental laws regarding electromagnetic radiation.

Litigation with Czech Coal

In October 2010, we commenced proceedings against Czech Coal a.s., Czech Coal Services a.s. and
VrSanska uhelnd a.s. (companies belonging to the Czech Coal group of companies). In these proceedings, we are
demanding compensation in the amount of CZK 11 billion for harm caused by Czech Coal’s anti-competitive
conduct in connection with failed negotiations over a long-term purchase contract for brown coal supplies to our
brown coal facility in Pocerady after 2016. In addition, we are requesting payment of applicable contractual
penalties in the amount of approximately CZK 327 million and payment of damages (mainly costs incurred) in the
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amount of approximately CZK 13.8 million. At the time of commencing these proceedings, we withdrew former
claims filed in 2007. The case is currently pending before the Regional Court in Usti nad Labem.

Litigation with Sokolovskd uhelnd, pravni ndstupce, a.s.

We are involved in a dispute with Sokolovska uhelna, pravni nastupce, a.s. in relation to the amount of and
price for brown coal supplies being supplied to us under a long-term supply agreement until 2027. Sokolovska
uhelnd, pravni nastupce, a.s. has challenged the validity of the supply agreement in court. We have filed an unjust
enrichment lawsuit against Sokolovska uhelna, pravni nastupce, a.s. with the Regional Court in Plzen in the
amount of approximately CZK 56 million. The Regional Court in Plzen has not yet ordered a hearing in this case.

Proceedings Relating to Reconstruction and Upgrade of Prunéiov II Power Plant

The Integrated Pollution Prevention and Control (IPPC) permit and zoning permit for the reconstruction
and upgrade of the Prunéfov II coal-fired power plant have been issued by the relevant Czech administrative
authorities. However, the legality of these permits has been challenged by Ekologicky pravni servis, a non-
governmental environmental organization, before the Czech administrative courts. Reconstruction and upgrade of
the Prunérov II power plant is also currently subject to pending building permit proceedings commenced by other
non-governmental environmental organizations. The renovation and upgrade of the Prunérov II power plant may
be significantly delayed and we may incur significant losses if we are not successful in these proceedings and the
IPPC or zoning permit is cancelled or the issue of the building permit is delayed.

Insolvency Proceedings of Moravia Energo

In March 2009, one of our business counterparties, MORAVIA ENERGO, a.s., a Czech electricity trading
company, was declared bankrupt. All electricity supplied by us to MORAVIA ENERGO, a.s. was settled by pre-
payments. However, when MORAVIA ENERGQO, a.s. stopped payments, we were forced to terminate our
contracts concluded with MORAVIA ENERGO, a.s. for the period between 2009 and 2011. In accordance with the
business rules and the European Federation of Energy Traders standards, we determined the value of the final
settlement of prematurely ended deals with MORAVIA ENERGO, a.s., based on the prices at which we were able
to sell electricity in the market as of the date of termination of the contracts between us and MORAVIA ENERGO,
a.s. After deduction of the already realized security, our final claim amounted to approximately CZK 1.5 billion
and was registered and attributed to us within the insolvency proceedings of MORAVIA ENERGO, a.s. On August
1, 2011, a partial distribution resolution was issued, according to which our claim was partially settled in the
amount of CZK 71.3 million. Further realization of the debtor’s assets is still in progress.

Insolvency Proceedings of Lignit Hodonin

In the insolvency proceedings against Lignit Hodonin, s.r.o., a producer and supplier of brown coal, we
have registered receivables in an amount exceeding CZK 115 million. This amount includes CZK 23 million
corresponding to supplied and unpaid electricity and penalties under contracts. A special review hearing took place
on May 31, 2010, at which our claim was recognized in full. The business enterprise of Lignit Hodonin was sold
in September 2010 and the settlement of creditors of Lignit Hodonin is currently in progress. With regard to the
amount gained in the course of the sale of the debtor’s business and the total amount of the creditors’ claims, and
including those secured, it is envisaged that our satisfaction will be close to nil. In addition, the receiver filed a suit
against us for damages amounting to CZK 196.2 million, allegedly resulting from our abuse of a dominant
position in determining the purchase price of brown coal deliveries under a sales contract concluded with Lignit
Hodonin, s.r.o., as the supplier. We deny the claim in full. On November 30, 2010, the acquirer of the business
enterprise of Lignit Hodonin, UVR Mnisek pod Brdy, a.s., filed a law suit within the insolvency proceedings to
exclude receivables in the amount of CZK 196.2 million from the debtor’s assets. Until a legally binding decision
is issued on whether to exclude the receivables from the debtor’s assets, the proceedings concerning damages have
been suspended.

Insolvency Proceedings of PLP

In insolvency proceedings against PLP, a.s., a Czech bio-ethanol producer, we have registered a receivable
of approximately CZK 191 million, which corresponds to the unpaid supply of electricity, heat and raw water to
PLP, a.s., and a receivable of approximately CZK 28 million for contractual penalties. Both receivables were
recognized in review hearings that took place in the first half of 2011.

Litigation Proceedings against SZDC

In June, 2010, we filed with the Municipal Court of Prague a claim against Railway Infrastructure
Administration, state organization (“SZDC”) for damages in the total amount of CZK 805 million. Our claim arose
out of the breach of the agreement on electricity supply by SZDC, which did not off-take its contracted amount of
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electricity in 2010. The Municipal Court of Prague issued a request for payment and SZDC subsequently raised an

objection. A hearing is currently pending.

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:

Subsidiary

Amount of
former minority

shareholders’ claim

Description of claim

Severomoravska
energetika, a.s.

CZK 116 million

Review of consideration and
stipulation of further consideration
to be paid to the minority
shareholders in the squeeze-out

Status

Pending before the
appellate court

CZK 1,005 million Payment of the difference from a Pending before the
takeover offer for shares made in court of first
2005 instance
Zapadoceska CZK 767 million Review of consideration and Pending before the
energetika, a.s. stipulation of further consideration court of first
to be paid to the minority instance
shareholders in the squeeze-out
Vychodoceska CZK 188 million Review of consideration and Pending before the
energetika, a.s. stipulation of further consideration court of first
to be paid to the minority instance
shareholders in the squeeze-out
Severoceska CZK 821 million Review of consideration and Pending before the
energetika, a.s. stipulation of further consideration court of first
to be paid to the minority instance
shareholders in the squeeze-out
Stredoceska CZK 536 million Review of consideration and Pending before the
energeticka a.s. stipulation of further consideration court of first
to be paid to the minority instance
shareholders in the squeeze-out
Severoceské CZK 1,608 million Review of consideration and Pending before the
doly a.s. stipulation of further consideration court of first
to be paid to the minority instance
shareholders in the squeeze-out
CEZ Not known Review of the consideration paid Pending before the
Teplarenska, a.s. to the minority shareholders in the court of first
squeeze-out of minority instance

sharcholders from United Energy,
a.s., the legal predecessor of CEZ
Teplarenska, a.s.

As of the date of this offering memorandum, it is not possible to predict the outcome of the above
mentioned proceedings concerning the squeeze-out of former minority shareholders in our subsidiaries.

Former minority shareholders in the regional electricity distribution companies Severo¢eské doly a.s., and
CEZ Tepléarenska, a.s., have filed claims seeking the court to declare that the resolutions of these General Meetings
that decided on squeeze-outs are invalid. In three of these cases, the claims challenging the General Meetings of
regional electricity distribution companies have been set aside.

Proceedings on the Invalidity of the Contribution of Part of Undertakings or Nullification of the General
Meeting’s Resolutions

The following suits have been filed by our minority shareholders in connection with the restructuring of the
CEZ Group to comply with the unbundling requirements of the Czech Energy Act (please see “—Organizational
Structure”), either seeking to declare as invalid contributions made to us as part of the undertakings of former
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regional electricity distribution companies or the resolutions of the General Meetings which approved these
contributions:

. a suit seeking to declare the resolution of the General Meeting of Stfedoceska energeticka a.s. held
on October 17, 2005, and of contracts on contribution of part of an undertaking, to be invalid.
Proceedings before the court of first instance in the actual matter have not yet been completed and we
cannot give any assurance as to the outcome of such proceedings; and

. a suit seeking to declare the resolution of the General Meeting of Stfedoceska energeticka a.s. held
on June 21, 2006, and of contracts on contribution of part of an undertaking, to be invalid. Court
proceedings have not yet been completed and we cannot give any assurance as to the outcome of such
proceedings.

To the best of our knowledge, no financial claim has been filed by the minority sharcholders. However, we
cannot exclude the potential right of minority shareholder to damages or other financial compensation.

CNB Investigation with Respect to Unauthorized Disclosure of Confidential Information

We are subject to a pending investigation of the Czech National Bank with respect to the unauthorized
disclosure of our 2011 half-year report by Reuters in August 2011. The Czech National Bank is currently
considering the handling of our inside information (as specified in the Czech Capital Markets Act) but has not yet
made a decision in this matter. We believe that we did not breach any statutory obligation relating to the handling
of our inside information and we do not expect the outcome of the investigation to have a material adverse effect
on our business, results of operations or financial condition.

Insolvency Proceedings of PORCELA PLUS and BCT Group

In insolvency proceedings against PORCELA PLUS and BCT Group, we have registered receivables in a
total amount exceeding CZK 285 million, which corresponds to the unpaid supply of electricity and accrued
interest. This includes a receivable against SKLARNY KAVALIER, a.s. amounting to approximately CZK
120 million, a receivable against CRYSTALEX a.s. amounting to CZK 65.6 million, a receivable against Sklo
Bohemia, a.s. amounting to CZK 64.5 million, a receivable against Karlovarsky porcelan a.s. amounting to CZK
21.7 million, and a receivable against Sklarny Bohemia a.s. amounting to CZK 13.8 million. The remaining
receivables registered do not exceed CZK 0.5 million. During the review proceedings, all of our registered
receivables were determined to exist. Although most of the assets of the debtors were realised during 2009 and
2010, given the amount of debts owed to employees and secured creditors, satisfaction of the remaining debts will
be minimal or nil, as was the case in insolvency proceeding against Sklo Bohemia where the resolution on
cancellation of bankruptcy was handed down in January 2012.

Litigation with Lesy Ceské republiky over Compensation for Damages

We face 15 lawsuits initiated by the same plaintiff, Lesy Ceské republiky s.p., a state-owned company. All
of the suits have the same grounds, namely a claim for compensation of damage caused by our operations to forest
crops between 1997 and 2009. The oldest suit is from 1999; the latest one is from 2011. The total amount claimed
is CZK 235.1 million. These proceedings are all currently pending before the Prague District Courts.

Proceedings of Romanian Citizens

In 2004, Romanian citizens filed claims against the Romanian state before the European Court of Human
Rights claiming the illegal placement of electric facilities on their land by Electrica Oltenia S.A. (the regional
distribution company owned by us). The complainants are seeking damages for the Romanian state’s failure to
protect their land ownership rights. The landowners’ dispute could become material for us in Romania if the claim
against the Romanian state is successful and similar disputes are brought against us.

Proceedings Relating to the Fantinele and Cogealac Wind Farm Project

In connection with the Fantanele and Cogealac wind farm projects in Romania, we are a party to litigation
commenced in 2008 by the town of Cogealac and certain Romanian individuals and entities, who object to certain
outstanding building permits, other administrative permits and ownership titles to land parcels relating to the
project and who seek to stop certain construction works. The claims are currently pending before the
Constitutional Court of Romania. There is no monetary value to the claims against us, but these proceedings have
adversely affected the timeline for completing the Fantanele and Cogealac wind farm projects.
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Litigation with CFR

We have registered receivables against Compania Nationala de Cai Ferate, the Romanian railways
company, in the total amount of RON 368.4 million (approximately CZK 2.1 billion) which corresponds to the
unpaid supply of electricity, accessories and penalties of which RON 175.7 million (approximately CZK 1 billion)
has been applied to the court as of December 31, 2011.

Proceedings in Albania

y We hold a 76% interest in the share capital of CEZ Shpérndarje Sh.a. (“CEZ SH”), a joint venture between
CEZ and the Republic of Albania, with the remaining 24% interest held by the Republic of Albania. CEZ SH is
subject to a variety of proceedings in Albania, which are described in more detail below.

Proceedings Relating to Tariff Decisions in Albania

The Albanian Electricity Regulation Authority (the “Albanian ERE”) has imposed new tariffs for electricity
distribution and supply for the period between 2012 and 2014. As a result of such tariffs, the operational
expenditures of CEZ SH could exceed the prices that may be charged for electricity distribution since the revenue
from the regulatory asset base would not fully cover the related costs. In addition, the bad debt allowance, as
currently applied in the new tariffs, would not fully cover the actual bad debts and CEZ SH would not be
compensated for the losses incurred in previous regulatory periods as a result of lower bad debt allowances.
Further, the recognized costs to cover losses in the network may not fully cover the actual costs associated with
such losses.

On March 1, 2012, CEZ SH brought a court action before the Tirana court against the new tariffs imposed
by the Albanian ERE. As of the date of this offering memorandum, the Tirana court has not issued a decision on
the merits of the case. Unless the new tariffs change or further equity investment is made in CEZ SH, CEZ SH
may face financial difficulties which, as we have been advised by our Albanian counsel, in turn, may lead to the
commencement by the Albanian ERE of administrative proceedings or withdrawal of CEZ SH’s licenses and
subsequently to the termination of CEZ SH’s business activities. In an effort to mitigate the risk of such adverse
development, CEZ, a. s. intends to provide CEZ SH with (i) a contribution to the share capital of CEZ SH in the
amount of €20 million and (ii) a loan in the amount of €40 million. However, CEZ, a. s. intends to provide this
financing to CEZ SH only if a settlement concerning regulatory and related issues impairing the business of CEZ
SH, as is currently being negotiated among CEZ SH, the Government of the Republic of Albania and related
Albanian agencies and entities, is reached (for more information, please see “—Settlement Discussions” below).

Proceedings Relating to the Non-Approval of the Albanian ERE of the Bad Debt Study

On December 13, 2011, CEZ SH brought a court action before the Tirana court against the decision of the
Albanian ERE dated September 30, 2011, not to approve an independent bad debt study determining the
methodology of the calculation of bad debts and the actual levels of bad debt. The level of bad debts is crucial for
calculating the retail public supplier tariff of CEZ SH. As of the date of this offering memorandum, the Tirana
court has not issued a decision on the merits of the case.

Proceedings Relating to the Energy Supply Agreement between CEZ SH and KESH Sh.a.

On June 15, 2011, CEZ SH filed a court action with the Tirana court against a decision of the Albanian
ERE to impose a new energy supply agreement between KESH sh.a. and CEZ SH for the sale and purchase of
electricity for the year 2011. This decision is contested by CEZ SH because if KESH sh.a. delivers more energy
than the amount used by the Albanian ERE for the calculation of tariffs for the regulatory period 2011, the price to
be paid by CEZ SH for this additional amount of energy will be equal to the market price instead of being equal to
the regulated (lower) price. As of the date of this offering memorandum, the Tirana court has not issued a decision
on the merits of the case.

Proceedings Relating to the Enforcement of KESH s Invoices against CEZ SH

In November 2011, the Tirana court issued an enforcement order against CEZ SH for the enforcement of a
claim of KESH sh.a. against unpaid invoices from KESH sh.a. for supplied electricity in the total amount of ALL
3.3 billion (approximately €23 million). CEZ SH contested the validity of the enforcement order and has
proceeded with a lawsuit requesting the invalidity of the executive titles and the suspension of the enforcement
order until after the lawsuit. On January 25, 2012, the Tirana court issued a preliminary injunction pursuant to
which the enforcement process has been suspended until the final decision on the validity of the enforcement order
is issued. As of the date of this offering memorandum, the Tirana court has not issued a decision on the merits of
the case.
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Settlement Discussions

Settlement discussions are currently being held among CEZ, a. s., CEZ SH, the Government of the
Republic of Albania and related Albanian agencies and entities to resolve all contentious matters. On February 28,
2012, the Albanian electricity production company KESH sh.a., the Albanian electricity transmission company
OST sh.a. and certain Albanian ministries entered into an agreement with CEZ SH regulating the contemplated set-
off of the receivables between the parties which was required by the Albanian parties as a pre-condition for
settlement negotiations. However, if all of the above remedies and settlement discussions fail, CEZ SH and
consequently, CEZ, a. s., may incur further significant losses and our investment in Albania may be threatened.

Proceedings by the European Commission

In November 2009, we received a decision of the European Commission dated November 16, 2009,
ordering us to submit to an inspection by the European Commission pursuant to Article 20(4) of Council
Regulation (EC) No. 1/2003 on the implementation of the rules on competition laid down in Articles 81 and 82 of
the EEC Treaty (now Articles 101 and 102 of the Treaty on the Functioning of the European Union).

On July 11, 2011, the European Commission issued a “Decision on the Opening of Proceedings” pursuant
to Chapter III of Council Regulation (EC) No. 1/2003 against us. By contrast with the initial focus of the
inspection, the scope of the investigation was limited to a suspected breach of Article 102 of the Treaty on the
Functioning of the E.U. relating to abuse of a dominant position. The suspicion concerns allegedly preventing the
entry of competitors into the wholesale electricity generation market, specifically by reserving transmission grid
capacities greater than needed for our existing and planned projects. At the start of the proceedings a procedural
decision indicated that the investigation would be dealt with as a matter of priority. In August 2011, we received
our fourth written request for information from the European Commission. The European Commission may either
stop the proceedings or issue a statement of objections, although it has not yet announced its decision.

Proceedings with the Bulgarian State Commission for Energy and Water Regulation

In 2010, we appealed to the Bulgarian court of last instance against a decision of the Bulgarian State
Commission for Energy and Water Regulation setting electricity prices for the period from July 1, 2010 to June 30,
2011. The State Commission for Energy and Water Regulation did not approve our proposals and did not in our
view comply with procedural and substantive law in this matter. We estimate the value of the claim to be
approximately BGN 3.6 million. Our appeals are currently pending.

Proceedings Against the Decision of the Bulgarian Commission for Consumer Protection

The Bulgarian Commission for Consumer Protection filed two class suits against CEZ Razpredelenie
Bulgaria AD and CEZ Elektro Bulgaria AD with the Sofia District Court, successfully asking the court to declare
certain clauses of their General Terms and Conditions to be null and void. We filed an appeal against the court’s
decision with the Sofia Court of Appeal, which confirmed the decision of the District Court. We subsequently filed
an appeal with the Supreme Court of Cassation, the court of last instance, which has not yet reached a decision.

Proceedings with the Bulgarian State Commission for Energy and Water Regulation Regarding Prices for
Ancillary Services

In 2010, the Bulgarian State Commission for Energy and Water Regulation set an upper limit for the prices
of ancillary services provided by companies in Bulgaria. We appealed to the Supreme Administrative Court against
this limit on the basis that the upper limit did not cover the cost of providing such ancillary services. The value of
our claims are based on numerous assumptions and are therefore not possible to estimate. In 2011, the court
rejected our initial appeal. Our second appeal is still pending as of the date of this offering memorandum.

Litigation against the Turkish Government and the Turkish Ministry of Finance

In 2006, Elektrik Ureticileri Derne@i (Association of Electricity Producers) and Akenerji Elektrik Uretim
A.S. (in which we hold a 37.36% interest) filed a suit with the Supreme Administrative Court of the Republic of
Turkey against the Turkish Government and the Turkish Ministry of Finance against their decision to increase the
unit price of natural gas (in a gaseous state) by 300%, as compared to a 50% increase in the price of certain other
commodities. The case is pending before the Constitutional Court. If Elektrik Ureticileri Dernegi (Association of
Electricity Producers) and Akenerji Elektrik Uretim A.S. are successful, they may benefit from a cancellation of
the decision of the Turkish Ministry of Finance but damages would not be payable. It is therefore not possible to
estimate the value of the suit.
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Arbitration Proceedings Relating to the Gacko Project

In 2007, we signed an implementation agreement and started work on the Gacko project in Bosnia and
Herzegovina under a joint venture arrangement with Elektroprivreda Republike Srpske, which was to include the
operation of the existing Gacko I power plant, the construction of a new power plant, and the opening of a new
mine at the Gacko site. However, our joint venture partners did not meet their obligations under the
implementation agreement and failed to invest the assets of the existing power plant and mine in the joint venture.
As a result, in January 2009, we exercised our put option to sell our 51% share in the joint venture and withdrew
from the joint venture. As a result of the breach of the implementation agreement and the failure of
Elektroprivreda Republike Srpske to accept the put option, we started arbitration proceedings in May 2009 which
are pending before the International Court of Arbitration in Vienna. All parties to the arbitration are bound by
confidentiality obligations concerning the dispute. A decision of the arbitration tribunal is expected in the second
half of 2013.
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MANAGEMENT AND CORPORATE GOVERNANCE
General Overview

We have a two-tier board system consisting 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
independent body that oversees our Board of Directors and our Division Heads. The Board of Directors and
Division Heads manage our day-to-day operations. Under the Czech Commercial Code and our Articles of
Association, the Supervisory Board may not make management decisions and such 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 our entry into specific transactions with a value greater than CZK 500 million, or for the
disposal of real estate, or our entry into long-term loans. In addition to the statutorily 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 forth in detail in our Articles of Association. For
information on the availability of our Articles of Association, please see “Listing and General Information—
Documents on Display.”

Supervisory Board

Our Articles of Association provide that our Supervisory Board shall comprise 12 members, with eight
being elected by the General Meeting and four being elected by our employees. As a result, the Czech Ministry of
Finance, as our majority sharcholder, has the power to nominate and elect two-thirds of the members of our
Supervisory Board. As of the date of this offering memorandum, our Supervisory Board comprises 10 members
only. We currently expect at least one additional member to be appointed at a meeting of our Supervisory Board by
the end of April 2012, although we do not currently know the identity or biographical details of any potential new
members. The Supervisory Board may in a meeting appoint substitute members to hold office until the General
Meeting immediately succeeding such meeting of the Supervisory Board, if at least 50% of the Supervisory Board
members appointed by our General Meeting hold their office.

Our Supervisory Board’s powers include, among other powers, the power to:
. elect and remove members of our Board of Directors;

. approve the management contracts and remuneration of the members of our Board of Directors, the
Chief Executive Officer and the Division Heads, including the rules for providing remuneration to
members of our Board of Directors;

. inspect all documents and records relating to our business and to inquire into our financial matters;
. supervise our Board of Directors’ exercise of its powers and responsibilities;

. review the report of our Board of Directors, as well as our annual, extraordinary, consolidated, interim
financial statements and income distribution proposals, including power to stipulate the amount and
manner of payment of bonuses to members of our Board of Directors, dividends and loss settlement
proposals; and

. discuss our quarterly financial results, half-year and yearly reports.

Generally, our Supervisory Board makes decisions by a simple majority of all its members. Under our
Articles of Association, our Supervisory Board makes decisions by a majority of two thirds of its members in
certain circumstances, such as decisions to elect members of the Board of Directors and confirmations in respect
of members of the Board of Directors who do not meet certain legal requirements for the holding of their office.
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 and must be included in the minutes of the
next Supervisory Board meeting). 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 at least once a month. In
2011, there were twelve regular and two extraordinary meetings. The Chairman of our Board of Directors
regularly attends the meetings. The business address of each member 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
their private interests or other duties.

138



Set out below are the members of our Supervisory Board as of the date of this offering memorandum.

Name Age Position Date of appointment
Martin Roman.............. 42 Chairman of the Supervisory Board September 15, 2011
Ivo Foltyn.......ccceeeee. 41 Vice Chairman of the Supervisory Board November 22, 2010
Lubomir Klosik............ 60 Vice Chairman of the Supervisory Board January 22, 2009
Libéna Dobrovolna....... 52 Member of the Supervisory Board June 1, 2011

Jan Dzvonik ..........c..... 51 Member of the Supervisory Board June 1, 2011

Petr Gross........cccceuenee. 58 Member of the Supervisory Board January 22, 2009
Vladimir Hronek.......... 47 Member of the Supervisory Board September 30, 2010
Jiti Kadrnka.................. 41 Member of the Supervisory Board November 22, 2010
Jan Kohout................... 51 Member of the Supervisory Board November 22, 2010
Drahoslav Simek.......... 57 Member of the Supervisory Board September 30, 2010

Martin Roman. Dr. Roman has been the Chairman of our Supervisory Board since September 19, 2011, and
a member of the Strategy Committee of our Supervisory Board since September 21, 2011. Dr. Roman was our
Chief Executive Officer from 2004 until 2011, a member of our Board of Directors and Chairman of our Board of
Directors from 2004 until 2011. Dr. Roman has been a member of the board of directors of MOL Hungarian Oil
and Gas Plc since April 2010, vice chairman of the board of directors of Akenerji Elektrik Uretim A.S. since May
2009, a member of the board of trustees of the Academy of Fine Arts since October 2008, a chairman of the board
of trustees of PORG — gymnazium a zakladni §kola, o.p.s. since October 2007, a member of the Science Council
of the National Economy Faculty of the University of Economics, Prague since July 2006, a member of the
supervisory board of the Prague Stock Exchange since June 2005 and a member of the supervisory board of
VIENNA INSURANCE GROUP Wiener Stadtische Versicherung AG since June 2010. From April 2007
until December 2009, Dr. Roman was a member of the supervisory board of Ceské drahy a.s. Between 2000 and
2004, Dr. Roman was chairman and chief executive officer of SKODA HOLDING, the Czech mechanical
engineering company. From 2007 to 2011, Dr. Roman was vice president of the Confederation of Industry of the
Czech Republic. In 1994 he became chief executive officer of Janka Radotin Company, where he became
chairman of the board of directors after the entry of a strategic partner, the U.S. company LENNOX, in 1998.
Dr. Roman began his professional career in 1992 as a sales director of the Czech branch of Wolf Bergstrasse CR,
s.r.o. Dr. Roman is a founder of Nadace Martina a Lenky Romanovych (Foundation of Martin and Lenka Roman)
and Nadace Martina Romana (Foundation of Martin Roman). Dr. Roman graduated from Charles University Law
Faculty in Prague in 1993. His international studies included one year at Karl-Ruprechtsuniversitit Heidelberg,
Germany, and a one-year scholarship at the University of St. Gallen, Switzerland.

Ivo Foltyn. Mr. Foltyn has been Vice Chairman of our Supervisory Board since July 28, 2011, a member of
our Supervisory Board since November 22, 2010, a member of the Strategy Committee of our Supervisory Board
since December 2, 2010 and vice-chairman of the Strategy Committee of our Supervisory Board since November
29, 2011. Mr. Foltyn has been a member of the supervisory board of CEZ OZ uzavreny investicni fond a.s.
since September 7, 2011, the sole member of the board of directors and sole shareholder of Fox hole a.s. since July
29, 2009 and chairman of the supervisory board of nexum Trilog a.s. since December 15, 2010 and a member of
the board of directors of Ambeat Health Care a.s. since September 23 2011. Mr. Foltyn was chairman of the board
of directors of Penzijni fond Ceské pojist’ovny, a.s. from 1997 to 2009. Mr. Foltyn was chairman of the executive
committee of Oborova zdravotni pojist’ovna from 2007 to 2010. Mr. Foltyn was a member of the supervisory
board of VUB Generali dochodkova spravcovska spolecnost, a.s. from 2008 to 2009. Mr. Foltyn was a member of
the supervisory board of Inphorce, Russia from 2008 to 2009. Mr. Foltyn was chairman of the board of directors of
Penzijni fond “Generalli PPF,” Russia from 2007 to 2010. Mr. Foltyn was a member of the board of directors of
Generalli PPF Life Insurance, Russia from 2005 to 2009. Mr. Foltyn was a member of the supervisory board of
CJSC “IC”Generalli Life Insurance, Ukraine from 2008 to 2009. Mr. Foltyn was a member of the supervisory
board of Generalli Garant Life Insurance, Ukraine from 2008 to 2010. Mr. Foltyn was a member of the
supervisory board of OJSC “UIC” Generalli Garant, Ukraine from 2008 to 2009. Mr. Foltyn was a member of the
supervisory board of CJSC “CZI Ukraine” Pension fund from 2007 to 2009. Mr. Foltyn was a member of the
supervisory board of Ceska pojist’ovna, Kazakhstan from 2007 to 2009. Mr. Foltyn was a member the supervisory
board of Ceska pojist’ovna, Belarus from 2007 to 2009. He was a member of the executive committee, Head of
CIS Countries, Holding. Pensions & Health insurance of Generali PPF Holding, B. V. from 2008 to 2009.

Mr. Foltyn obtained a MBA from the University of Chicago, United States in 2003 and graduated from the
Mechanical Engineering Faculty, the Technical University of Brno in 1993 and the University of Economics in
Prague in 1995.
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Lubomir Klosik. Mr. Klosik has been Vice Chairman of our Supervisory Board elected by our employees
since January 27, 2011 and has been a member of our Supervisory Board since January 22, 2009. Mr. Klosik has
also been a member of our Audit Committee since May 13, 2009. Mr. Klosik has been a member of our European
Work Council since 2007. Mr. Klosik was a member of the steering committee of the North Moravia Region Pact
of Employment from 2007 until 2011. Mr. Klosik was a member of the managing committee of Eurest-T Beskydy
(an international cooperation project) from 2007 until 2011. Mr. Klosik was a member of the council of the
Association for Development of North Moravia Region from 2007 until 2011. Mr. Klosik was chairman of the
Regional Confederation of Labor Unions of CMKOS (Czech Confederation of Labor Unions) in the North
Moravian region from 2007 until 2011. Mr. Klosik was vice chairman of our European Work Council from 2007
until 2011. Since 2004, he has been a member of the Presidium of the Labor Union ECHO. Mr. Klosik started his
career as a shift foreman in the Detmarovice power plant where he worked from 1974 to 2004, becoming full time
chairman of the labor organisation of the Detmarovice power plant in 2004. Mr. Klosik graduated from the
Secondary Industrial Chemical School of Chemical Technology in Ostrava in 1971 and completed a three-year
course in Social-Economic Management at Mendel University in Brno in 2002.

Libéna Dobrovolna. Ms. Dobrovolna has been a member of our Supervisory Board since June 1, 2011 and
a member of the Personal Committee of our Supervisory Board since June 23, 2011. Ms. Dobrovolna was a judge
at the civil appellate and commercial department of the Regional Court in Usti nad Labem from 2005 until 2010.
In 2010, Ms. Dobrovolna was a judge at the commercial department of the City Court in Prague. Ms. Dobrovolna
graduated from Charles University Law Faculty in Prague in 1993.

Jan Dzvonik. Mr. Dzvonik has been a member of our Supervisory Board and a member of our Audit
Committee since June 1, 2011. Mr. Dzvonik has been chairman of the supervisory board of MERO CR, a.s.
since June 2008, vice-chairman of the supervisory board of MERO GERMANY, a.g. since September 2009 and a
member of the audit committee of MERO CR, a.s. since December 2009. Mr. Dzvonik was from 2008 until 2010
an executive officer and a shareholder of ALIATROS spol. s r.0. Mr. Dzvonik graduated from the Management
Faculty, the University Economics in Bratislava in 1983.

Petr Gross. Mr. Gross has been a member of our Supervisory Board elected by our employees
since January 22, 2009, a member of the Personal Committee of our Supervisory Board since May 21, 2009 and
chairman of the Personal Committee of our Supervisory Board since November 29, 2011. He has been a full time
chairman of the labor organization of Chvaletice power plant. He worked in the Chvaletice power plant as a
technician and as a mechanic. Mr. Gross started his career as an operative electrician. Mr. Gross graduated from
the Secondary Industrial School in Kutna Hora specializing in measurement and regulation in computer
technology.

Viladimir Hronek. Mr. Hronek has been a member of our Supervisory Board elected by our employees
since September 30, 2010 and a member of the Personal Committee of our Supervisory Board Since December 2,
2010. He has been a member of our European Works Council since 2007 and vice chairman of our European
Works Council since 2011. He has worked as an inspection electrician at the Temelin nuclear power plant and
since 2006 he has been the full time chairman of labor organization of the Temelin nuclear power plant.
Mr. Hronek graduated from the Secondary School of Electrical Engineering in Prague.

Jiri Kadrnka. Mr. Kadrnka has been a member of our Supervisory Board since November 22, 2010, a
member of the Personal Committee of our Supervisory Board since December 2, 2010 and vice chairman of the
Personal Committee of our Supervisory Board since December 12, 2010. Mr. Kadrnka has been an executive
director since 1997, a sharcholder of MOSS logistics s.r.0. since 1998 and the head of its Slovak branch since
2007. Mr. Kadrnka has been a member of the executive committee of Janackova akademie muzickych umeni in
Brno (Music academy in Brno) since 2011. Mr. Kadrnka was a member of the board of directors of Energo
Hustopece, a.s. from 2000 to 2010. Mr. Kadrnka graduated from the Mechanical Engineering Faculty of the Czech
Technical University in Prague in 1993 where he studied design of industrial robots and manipulators and machine
tools.

Jan Kohout. Dr. Kohout has been a member of our Supervisory Board and a member of the Strategy
Committee of our Supervisory Board since December 2, 2010 since November 22, 2010. Dr. Kohout was a vice
chairman of the government of the Czech Republic and a Minister of Foreign Affairs of the Czech Republic from
2009 to 2010 and a Permanent Representative of the Czech Republic to the European Union from 2004 to 2008.
Dr. Kohout was from 2010 until 2011 a shareholder of Permit spol. s r.o. and has been an executive officer of
Permit spol. s r.0. since 2011. Dr. Kohout has been a president of Czech China Chamber of Collaboration since
2011. Dr. Kohout graduated from the Faculty of Philosophy of the Charles University in Prague in 1984.

Drahoslav Simek. Mr. Simek has been a member of our Supervisory Board since elected by our employees
since June 29, 2006. He has also been a member of our Audit Committee since May 13, 2009. He joined us in
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1974 and he currently works at the Dukovany nuclear power plant as a mechanical technician on the main
generating unit. He has been a member of the Confederation of Labor Unions of Energy Sector Workers and the
Labor Union of Shift Workers at Dukovany nuclear power plant since 1995. Mr. Simek graduated from the
Secondary Vocational School in Domazlice in electromechanics and from the Secondary Vocational School in
Chomutov in operational metalwork.

Pursuant to a decision of the Czech National Bank dated May 15, 2008, a fine of CZK 50,000 was imposed
on Mr. Roman for a breach of his obligation to notify the Czech National Bank of certain trades in the shares of
the Issuer carried out by him. The trade was properly notified to the Czech National Bank one day after the
expiration of the statutory deadline. The delay in notifying the Czech National Bank was caused by technical
reasons.

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 their term of office on our Supervisory Board. Committees of our Supervisory
Board meet as needed, but no less 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 or winding up our subsidiaries, construction of new generating plants and the phasing
out, sale, or renewal of production plant and equipment.

In 2011, the Strategy Committee held nine meetings. As of the date of this offering memorandum, the
members of the Strategy Committee were Mr. Ivo Foltyn (vice chairman), Mr. Jan Kohout and Mr. Martin Roman.

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 executive members of our Board of Directors, and to give to 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 who are also Division Heads are
subject to the prior approval of the Supervisory Board. In addition, remuneration of members of our Board of
Directors, Supervisory Board, and Audit Committee, including all benefits, is approved by the General Meeting of
the shareholders. Please see “—Compensation.”

In 2011, the Personnel Committee held nine meetings. As of the date of this offering memorandum, the
members of the Personnel Committee were Mr. Petr Gross (Chairman), Mr. Jiri Kadrnka (vice chairman), Ms.
Libena Dobrovolna and Mr. Vladimir Hronek.

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 and include:

. monitoring the process of compiling our financial statements and consolidated financial statements;
. evaluating the effectiveness of our internal controls, internal audit, and risk management systems;

. monitoring the process of the mandatory audit of our financial statements and consolidated financial
statements;
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. evaluating the independence of our statutory auditor and audit firm, and, in particular, provision of
supplementary services by that company; and

. recommending an auditor to audit our financial statements and consolidated financial statements.

The Audit Committee has five members, which are elected and removed by the General Meeting from
among 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. 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 on the results of their activities. As a rule, our Audit Committee meets once every two months. Our Audit
Committee held seven meetings in 2011. 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 offering memorandum.

Name Age Position Date of appointment
Jan Dzvonik ................. 51 Member of the Audit Committee June 1, 2011

Lubomir Klosik............ 60 Member of the Audit Committee May 13, 2009
Drahoslav Simek.......... 57 Member of the Audit Committee May 13, 2009

Jan Dzvonik. Mr. Dzvonik has been a member of our Audit Committee since June 1, 2011. For more
information on Mr. Dzvonik, please see “—Supervisory Board” above.

Lubomir Klosik. Mr. Klosik has been a member of our Audit Committee since May 13, 2009. For more
information on Mr. Klosik, please see “—Supervisory Board” above.

Drahoslav Simek. Mr. Simek has been a member of our Audit Committee since May 13, 2009. For more
information on Mr. Simek, please see “—Supervisory Board” above.

Board of Directors

Our Supervisory Board elects members of our Board of Directors. Members of our Board of Directors serve
four-year terms 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 include:
. managing our operations, including keeping of proper accounts;

. 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 pay-
out, and due date, participation in our profit sharing by members of our Board of Directors, and
amounts to be allocated to reserves or the manner of settling any losses; yearly report on our business
operations and the state of our assets;

. carrying out General Meeting resolutions;
. removing our Division Heads; and

. deciding on entering into agreements 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 quorum is
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.
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In accordance with our Articles of Association, certain decisions of our Board of Directors require the prior
consent of our 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 provide that our Board of Directors shall comprise seven members. Our Board
of Directors is obliged to meet at least once a month. In practice, however, meetings are held almost weekly and a
total of 45 meetings took place in 2011.

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 offering memorandum.

Name Age Position Date of appointment
Daniel Benes .................. 42 Chairman of the Board of Directors December 15, 2005
Martin Novak ................. 40 Vice Chairman of the Board of Directors May 21, 2008

Peter Bodnar ................... 51 Member of the Board of Directors August 21, 2009
Michaela Chaloupkova... 36 Member of the Board of Directors October 20, 2011
Pavel Cyrani .......c.......... 36 Member of the Board of Directors October 20, 2011
Vladimir Hlavinka.......... 45 Member of the Board of Directors January 1, 2008
Tomas Pleskag ................ 45 Member of the Board of Directors January 26, 2006

Daniel Benes. Mr. Bene$ has been a member of our Board of Directors since December 15, 2005 has been
Chairman of our Board of Directors and our Chief Executive Officer since September 15, 2011. He was previously
our Chief Operating Officer until September, 2011 and Vice Chairman of our Board of Directors from May 2006
until September 2011. He has been a member of the executive committees of the Technical University of Ostrava
since 2009 and the South Bohemian University of Ceské Bud&jovice since 2011, vice chairman of the supervisory
board of Jadrové energetickd spolo¢nost Slovenska, a. s. a since December 2009, chairman of the supervisory
board of CEZ Bohunice a.s. since March 2009, a member of the supervisory board of CEZ Obnovitelné zdroje,
s..0. since January 2009 (and vice chairman since September 2009), chairman of the board of trustees of CEZ
Foundation since 2007, member of the supervisory board of Severo¢eské doly a.s. since February 2010 (and
chairman since February 2012). Mr. Bene$ was a member of the supervisory board of Coal Energy, a.s., v
likvidaci, from April 2006 until December 2009. Between 2004 and 2006, he was a member of the board of
directors of Severoceské doly a.s. Mr. Bene$ graduated from the Mechanical Engineering Faculty, the Technical
University of Ostrava and obtained a MBA from Brno International Business School — Nottingham Trent
University.

Martin Novak. Mr. Novak has been our Chief Finance Officer since January 1, 2008 and has been the Vice
Chairman of our Board of Directors since October 20, 2011 and a member of our Board of Directors since May
21, 2008. He has been a member of the supervisory board of CEZ Obnovitelné zdroje, s.r.o. since October 2009, a
member of the supervisory board of CEZ ICT Services, a.s. since May 2007, and a member of the supervisory
board of CEZ Bohunice, a.s. since February 2012 and a member of the supervisory board of CEZ OZ uzavreny
investicni fond, a.s. since September 2011. Mr. Novak joined us as our Accounting Section Director in 2006. From
2001 to 2006, Mr. Novak worked for ConocoPhillips in Houston, Texas and in its regional headquarters in
London, acting as Financial Director for Central and Eastern Europe between 2005 and 2006. From 1996 to 2001,
Mr. Novak worked for Cesk4 rafinérska, where he became Controller-Deputy Finance Director. Mr. Novak began
his career as a tax advisor at PriceWaterhouseCoopers. Mr. Novak undertook the Executive MBA program at the
University of Pittsburgh in 2007 and graduated from the University of Economics in Prague.

Peter Bodnar. Mr. Bodnar has been our Chief Investment Officer since January 1, 2008 and has been a
member of our Board of Directors since August 21, 2009. Since 2009, Mr. Bodnar has been a member of the
supervisory board of Jadrovéa energeticka spolocnost Slovenska, a. s., a member of the supervisory board of Ustav
jaderného vyzkumu Rez a.s. since February 2009, a member of the board of directors of Akenerji Elektrik Uretim
A.S. since May 2009, a member of the supervisory board of CEZ Bohunice, a.s. since March 2009, a member of
the supervisory board of SKODA PRAHA, a.s. since July 2007 and a member of the supervisory board of SKODA
PRAHA Invest, s.r.o. from July 2007 to April 2010. Between 2006 and 2007, he was a director of the quality
division in Enel Pruduzione — member of Slovenské Elektrarne and between 2002 and 2005 he was chief
executive officer of Alstom Power service for the Czech and Slovak Republic. Mr. Bodnar graduated from the
Faculty of Mechanical Engineering of the Slovak University of Technology in Bratislava specializing in heat and
nuclear energetic machineries.
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Michaela Chaloupkova. Ms. Chaloupkova has been a member of our Board of Directors since October 20,
2011. Ms. Chaloupkova has been our Chief Purchasing Officer since January 1, 2012. Ms. Chaloupkova joined us
in 2003 and holds the position of Purchasing Department Manager. She was the Executive Purchasing Manager
between January 1, 2007 and January 1, 2012. Ms. Chaloupkova has been chairman of the supervisory board of
CEZ Logistika, s.r.0. since July 2007 and a member of the supervisory board of CEZ Obnovitelné zdroje, s.r.o.
since November 2011. Ms. Chaloupkovéa was a member of the supervisory board of SKODA PRAHA Invest, s.r.o.
from December 2008 until April 2010, a member of the supervisory board of CEZ Distribuce, a.s. from November
2010 until September 2011 and a member of the supervisory board of CEZ ICT Services, a.s. from March 2006
until March 2011. Ms. Chaloupkova graduated from the West Bohemian University Law Faculty in Prague in 1999
and obtained a MBA from KATZ School of Business, University of Pittsburgh in 2007.

Pavel Cyrani. Mr. Cyrani has been our Chief Strategy Officer and a member of our Board of Directors
since October 1, 2011. Mr. Cyrani has been a member of the supervisory board of CEZ Distribuce, a.s.
since October 2011, a member of the supervisory board of Severoceské doly, a.s. since October 2011 and an
executive officer and shareholder of Loyalty Consulting, s.r.o. since September 2003. Mr. Cyrani has been vice
chairman of the board of directors of Loyalty Management CZ, a.s. since November 2003. Mr. Cyrani was a
member of the supervisory board of Dalkia Ceska republika, a.s. from May 2010 until February 12, 2012.
Mr. Cyrani was a member of the supervisory board of CEZ OZ uzavieny investi¢ni fond, a.s. from September
2011 until November 2011. Mr. Cyrani joined us in 2005 and has managed our Asset Management Department as
well as the Finance Division of our Controlling Department. Before joining us, he worked as a management
consultant for McKinsey & Company, where he specialized in the energy industry. Mr. Cyrani obtained a MBA in
finance from the Kellogg School of Management, United States and graduated from the Faculty of International
Trade, University of Economics, Prague.

Viadimir Hlavinka. Mr. Hlavinka has been our Chief Production Officer since January 1, 2008 and has been
a member of our Board of Directors since January 1, 2008. He has been a member of the supervisory board of
CEZ Energetické produkty, s.r.o. since December 2007 and the chairman since November 2009. He has been a
member of the supervisory board of Ustav jaderného vyzkumu ReZ a.s. since December 2007 and the chairman
since April 2008. Mr. Hlavinka has been a member of the supervisory board of CEZ Energo, s.r.0. since January
2011 and the chairman since February 2011. He has been a member of the committee of the Czech Radioactive
Waste Repository Authority since December 2011. Mr. Hlavinka worked for us from 1991 to 2000. From 1989 to
1991 he worked for VUJE Trnava. Mr. Hlavinka graduated from the Mechanical Engineering Faculty, Brno
University of Technology, and from the Faculty of Law of the Masaryk University in Brno.

Tomas Pleskac. Mr. Pleskac has been our Chief International Affairs Officer since January 1, 2008 and has
been a member of our Board of Directors since January 26, 2006. Mr. Pleskac was Vice Chairman of our Board of
Directors from February 11, 2008 to June 29, 2010. Mr. Pleskac has been the chairman of the supervisory board of
CEZ Distribuce a.s. since January 2012, a member of the supervisory board of CEZ OZ uzavreny investicni fond
a.s. since November 2011, a member of the supervisory board of Mitteldeutsche Braunkohlengesellschaft mbH
since June 2009, a member of the board of directors of Akenerji Elektrik Uretim A.S. since May 2009, a member
of the board of directors of CM European Power International B.V. since July 2008 and vice chairman
since August 2011, a member of the supervisory board of CEZ Bulgaria EAD since June 2006 and a member of
the supervisory board of CEZ Razpredelenie Bulgaria AD since June 2006 and chairman since September 2006.
Mr. Pleskac was chairman of the supervisory board of NERS d.o.0. from May 2007 until October 2009.

Mr. Pleskac obtained a MBA from the Prague International Business School and graduated from the Faculty of
Business and Economics, University of Agriculture, Brno.

Chief Executive Officer and Division Heads

At the 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 Duhova 2/1444, 140 53 Prague 4,
Czech Republic.

There are no conflicts of interest between the duties of our Chief Executive Officer and the members of our
Division Heads to us and to their private interests or other duties.
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Set out below are our Division Heads as of the date of this offering memorandum.

Name Age Position Date of appointment
Daniel Benes................... 42 Chief Executive Officer September 15, 2011
Peter Bodnr ................... 51 Chief Investment Officer January 1, 2008
Michaela Chaloupkova... 36 Chief Purchasing Officer January 1, 2012
Pavel Cyrani ................... 35 Chief Strategy Officer October 1, 2011
Vladimir Hlavinka........... 45 Chief Production Officer January 1, 2008
Hana Krbcova................. 57 Chief Personnel Officer October 1, 2009
Jiti Kudrnac .................... 46 Chief Distribution Officer January 1, 2008
Martin Novak........c......... 40 Chief Finance Officer January 1, 2008
Tomas Pleskac ................ 45 Chief International Affairs Officer January 1, 2008
Alan Svoboda ................. 39 Chief Sales Officer January 1, 2005

Daniel Benes. Mr. Benes has been our Chief Executive Officer since September 15, 2011. For information
on Mr. Benes, please see “—Board of Directors” above.

Peter Bodndr. Mr. Bodnar has been our Chief Investment Officer since January 1, 2008. For information on
Mr. Bodnaér, please see “—Board of Directors” above.

Michaela Chaloupkova. Ms. Chaloupkova has been our Chief Purchasing Officer since January 1, 2012.
For more information on Ms. Chaloupkova, please see “—Board of Directors” above.

Pavel Cyrani, Mr. Cyrani has been our Chief Strategy Officer since January 1, 2011. For information on
Mr. Cyrani, please see “—Board of Directors” above.

Viladimir Hlavinka. Mr. Hlavinka has been our Chief Production Officer since January 1, 2008. For more
information on Mr. Hlavinka, please see “—Board of Directors” above.

Hana Krbcova. Ms. Krbcova has been our Chief Personnel Officer since October 1, 2009. She was a
Director of Human Resources for our regional distribution companies in 2005 and for our subsidiaries from 2005
until 2006. Ms. Krbcova was a Director of our Personnel Department from 2007 until 2009. She has been a
member of the board of directors of People Management Forum (formerly Ceska spolecnost pro rozvoj lidskych
zdroju) since February 2007 and a member of the board of directors of Cesky svaz zamestnavatelu v energetice
(Czech Association of Energy Sector Employers) since September 2009. Ms. Krbcova graduated with a major in
industrial economics from the University of Economics, Prague and from Charles University, Prague specializing
in Labor Law and International Studies in Strategic Management.

Jiri Kudrnac. Mr. Kudrna¢ has been our Chief Distribution Officer since January 1, 2008. Mr. Kudrnac has
been a member of the supervisory board of CEZ Bulgaria AED since January 2012, a member of the supervisory
board of CEZ Distribuce, a.s. since May 2008 and the chairman since October 2010 and vice chairman of the
supervisory board of CEZ distribucni sluzby, s.r.o. since July 2010. Mr. Kudrnac was a member of the executive
committee of VOS Cesko-Saské Svycarsko from January 2010 until November 2010. From 1990 until 2005 he
held various positions in electricity distribution business. Mr. Kudrnac also gained managerial and other
professional experience in positions such as the director of the strategy department of Severoceska energetika, a.s.
Mr. Kudrnéac graduated from the Faculty of Electrical Engineering, Czech Technical University, Prague.

Martin Novdk. Mr. Novak has been our Chief Finance Officer since January 1, 2008. For more information
on Mr. Novak, please see “—Board of Directors” above.

Tomas Pleskac. Mr. Pleskac has been our Chief International Affairs Officer since January 1, 2008. For
more information on Mr. Pleskac, please see “—>Board of Directors” above.

Alan Svoboda. Mr. Svoboda has been our Chief Sales Officer since January 1, 2005. Mr. Svoboda has been
vice chairman of the supervisory board of CEZ Slovensko, a.s. since April 2011, a member of the Science Council
of the Faculty of Business Administration, University of Economics, Prague since July 2010, a member of the
board of directors of EFET since November 2009, a member of the Science and Pedagogic Council of the Institute
of Economic Studies of the Faculty of Social Sciences, Charles University, Prague since December 2009, a deputy
member of the board of directors of the Union of the Electricity Industry-EURELECTRIC since December 2005
and vice chairman of the supervisory board of CEZ Prodej, s.r.o. and CEZ Zakaznické Sluzby, s.r.o. since March
2005. Mr. Svoboda was a member of the general assembly and executive committee of the Foratom
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from December 2005 to December 2009 and a member of our Board of Directors from April 2004 until April
2006. Mr. Svoboda gained managerial and other professional experience in other positions, including as a Partner
at McKinsey & Company, focusing on the power industry. Mr. Svoboda obtained a MBA in Finance and a MA in
Economics from the University of Missouri, Kansas City, Missouri, United States in 1996, and graduated with a
major in information and financial management from the University of West Bohemia, Pilsen in 1998.

Pursuant to a decision of the Czech National Bank dated August 13, 2009, a fine of CZK 1,700,000 was
imposed on Mr. Svoboda for a breach of insider trading rules. Mr. Svoboda disclosed the trades as required under
Czech law and believes that he did not commit such an offence. An administrative complaint seeking to reverse
the decision was filed with the administrative court. The administrative court has not yet made a decision.

Compensation

For the year ended December 31, 2011, members of our Board of Directors, members of our Supervisory
Board and our Division Heads who are not members of the Board of Directors were paid a total of CZK
220 million in salaries, wages and other payments by CEZ, a. s.

Remuneration of members of our Supervisory Board and Audit Committee, including all benefits, is
approved by the General Meeting of our shareholders. In accordance with resolutions passed by our General
Meeting, we enter into a membership contract with each member of these 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 subject to the
prior approval of the Supervisory Board.

Remuneration and benefits received by members of our governing bodies include:
. fixed remuneration;

. target remuneration based on fulfillment of specific tasks assigned by our General Meeting. Members
of our Board of Directors may receive target remuneration up to six times the amount of his or her
monthly remuneration;

. participation in our profit sharing by members of our Board of Directors and Supervisory Board by a
decision of our General Meeting;

. stock options for members of our Board of Directors, but not for Members of our Supervisory Board
or our Audit Committee;

. insurance against liability for damage caused to us or to third parties while discharging duties of
office and endowment life insurance; and

. severance pay for members 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
have been paid for the months remaining until the end of the term of their contract.

Remuneration of our Chief Executive Officer and our Division Heads is subject to the prior consent of our
Supervisory Board. Remuneration and benefits of our Chief Executive Officer and our Division Heads include:

. base monthly wage paid for the amount of time worked;

. annual bonus in addition to the base monthly wage. The bonus amount depends on fulfillment of
criteria stipulated in advance and may be as much as 77.8% for our Chief Executive Officer and
60.0% for our other Division Heads;

. strategic bonuses tied to fulfillment of specific, long-term tasks in the areas of plant construction and
renewal, and acquisition activities;

. stock options subject to a decision of our Board of Directors and the consent of our Supervisory
Board;

. endowment life insurance; and

. severance pay and cash settlement on termination of employment.

Shares and Share Options of Senior Management

As of December 31, 2011, members of our Board of Directors, members of our Supervisory Board and our
Division Heads held a total of 153,071 shares of CEZ, a. s. (including 220 shares held by Mr. Lapin, one of our
Division Heads as of December 31, 2011, whose office terminated in January 2012).
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As of December 31, 2011, our Board of Directors, members of our Supervisory Board, our Division Heads
and certain departmental managers held a total of 2,663,000 options to acquire shares of CEZ, a. s., of which
1,903,000 were held by members of our Board of Directors. For information on the number of share options
granted to and exercised and forfeited by our senior management in the year ended December 31, 2011, please see
Note 24 of our audited consolidated financial statements for the year ended December 31, 2011.

Corporate Governance

Our corporate governance is based on the recommendations of the Czech 2004 Corporate Governance
Codex compiled by the former Czech Securities Commission. For information on our governing bodies, a
description of how they are established, their current composition, 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 Commercial Code provisions regarding sharcholder 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, 2011, the registered capital of CEZ, a. s. as recorded in the Commercial Register was
CZK 53,798,975,900, comprising 537,989,759 shares, each with 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, a. s. is comprised exclusively of common shares, with no special rights
attached. All of the shares of CEZ, a. s. are accepted for trading on the Prague Stock Exchange and the Warsaw
Stock Exchange and are freely transferable without any restrictions. No other securities issued by CEZ, a. s. are
limited in their transferability, nor are any special rights attached thereto.

The following table sets forth the shareholdings of the Czech Republic as of December 31, 2011.

As of December 31, 2011
Number % of share % of voting
Shareholder of shares capital rights
Ministry of Finance of the Czech Republic.........ccccoeoiiieiinnnnne. 373,197,672 69.4 69.9
Ministry of Labor and Social Affairs of the Czech Republic......... 2,213,224 0.4 0.4
Czech Governmental Authority for
Representation in Property Affairs.........ccccoevveviiieviiieneeienne 355 0.0 0.0
TOtal ... 375,411,251 69.8 70.3

The Czech Republic, through the Ministry of Finance and the Ministry of Labor and Social Affairs, 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 Commercial Code and the Czech Capital Markets
Act), which include the power to nominate and elect two-thirds of the members of our Supervisory Board, who in
turn appoint all members of our Board of Directors. We have not entered into any agreements with the Ministry of
Finance of the Czech Republic and 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 Articles of
Association and applicable laws (including the Czech Commercial Code and the Czech Capital Markets Act). For
information on certain Czech statutory mechanisms preventing abuse of control by the Ministry of Finance of the
Czech Republic, please see “Related Party Transactions—Regulation by Czech Commercial Code.”

As of December 31, 2011, no other shareholder held more than 5% of the share capital or of the voting
rights of the shares of CEZ, a. s.

To the best of our knowledge, as of the date of this offering memorandum, no agreements exist that could
change the control structure of the Issuer at any date.
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RELATED PARTY TRANSACTIONS

The relationships between us and our related parties, identified according to the principles of Internal
Accounting Standard 24 (“/AS 247), primarily consist of business transactions relating to the sale and purchase of
products, goods and services. They fall within the activities carried out by us in the ordinary course of our
business. Please see Note 29 of our audited consolidated financial statements as of and for the year
ended December 31, 2011, incorporated by reference into this offering memorandum, for information on our
related party transactions.

Regulation by Czech Commercial Code

Our transactions with related parties are regulated by the Czech Commercial Code. Under the Czech
Commercial Code, if the value of assets to be acquired from or disposed to:

the Czech Republic;

any shareholder;

any person close to a shareholder;
our subsidiary;

a member of the same concern; or

a member of our Board of Directors, a member of our Supervisory Board, a procurist or any other
person entitled to act on our behalf (or to persons close to such individuals),

exceeds one tenth of our registered capital, the value of the transferred assets shall be determined by an
independent expert appointed by a Czech court, unless such transaction is entered into in the ordinary course of
our business or on a regulated market or supervised by a state authority.

Under the Czech Commercial Code, we may provide a loan to or transfer assets for free to:

a member of our Board of Directors, a member of our Supervisory Board, a procurist or any other
person entitled to act on our behalf (or to persons close to such individuals); or

any entity (unless such entity is our subsidiary) whose authorized representative is a member of our
Board of Directors, a member of our Supervisory Board, our procurist or any other person entitled to
act on our behalf (or to persons close to such individuals),

only with the approval of our General Meeting of Shareholders and provided that such transaction is entered into
in the ordinary course of our business.

Under the Czech Commercial Code, we may secure obligations of:

a member of our Board of Directors, a member of our Supervisory Board, a procurist or any other
person entitled to act on our behalf (or to persons close to such individuals); or

any entity (unless such entity is our subsidiary) whose authorized representative is a member of our
Board of Directors, a member of our Supervisory Board, our procurist or any other person entitled to
act on our behalf (or to persons close to such individuals),

only with the approval of our General Meeting.

Our Related Party Transactions

We conduct transactions with the following related parties:

the Czech Republic or other State-owned companies;
our associates (or associated companies);

our affiliates;

our joint ventures; and

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 these companies 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 management did not
have significant influence over them, as the case may be. With the exception of transactions with our subsidiaries,
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associates (or associated companies) and joint ventures, none of these transactions is or was material to us or, to
our knowledge, to the other party.

In our opinion, all agreements 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, except prices for the
transmission of electricity, which comprise a regulated price component (set by the ERO) in addition to a market
price component.

Transactions with the Czech Republic and State-owned Companies

The Czech Republic, through the Ministry of Finance and the Ministry of Labor and Social Affairs, owns
approximately 69.8% of the share capital of CEZ, a. s. 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 Czech Republic or its subsidiaries or
commercial companies and state-owned enterprises. Due to the large number of such entities and of transactions
carried out by them, the limitations of the reporting system adopted 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 Czech Republic or its subsidiaries or commercial companies and state-owned enterprises take
place on an arm’s length basis.

For example, in 2010 and 2011, in connection with our dividend policy, we paid dividends to the Czech
Republic in the amount of CZK 19,897 million and CZK 18,771 million, respectively. CEZ, a. s. and its fully
consolidated subsidiaries in the Czech Republic are taxpayers and pay taxes to the Czech Republic. The terms and
regulations applicable to the CEZ Group in this respect are identical to those applicable to entities which are not
the Czech Republic’s related parties. On November 6, 2010, an agreement was entered into between CEZ, a. s. and
CEPRO, a.s. (the Ministry of Finance of the Czech Republic is the sole shareholder of CEPRO, a.s.) for the
storage, purchase and sale of fuel. The intention of this agreement was to secure the storage, stocking, filing and
release of diesel fuel owned by CEPRO, a.s. in buildings of the Dukovany Nuclear Power Station and Temelin
Nuclear Power Station. The agreement was entered into at arm’s length and the consideration and counter-
consideration provided was in line with customary business terms. In addition, we also entered into transactions on
an arm’s length basis with CEPS, a.s., the state-owned transmission system operator in the Czech Republic.

Transactions with Associates, Joint Ventures and Other Affiliates

We enter into transactions with associates (or associated companies), joint ventures and affiliates. The
profits from such transactions are eliminated in proportion to the share that we have in such associated companies,
joint ventures and affiliated companies. We believe that all of these transactions take place at arm’s length. For a
complete list of our associates (or associated companies), joint ventures and affiliates, please see Note 7 of our
audited consolidated financial statements for the year ended December 31, 2011.

The following table summarizes the sales to and purchases from associates (or associated companies), joint
ventures and affiliated companies for the years 2009, 2010 (both as restated and as originally reported) and 2011.

Sales to Related Parties Purchases from Related Parties

2009 2010 2010 2011 2009 2010 2010 2011
(audited) (audited) (restated) (audited) (audited) (audited) (restated) (audited)

(CZK in millions)
Associates, joint-ventures and other affiliates:
Akcez Enerji A.S. ..o 118 49 49 112 — — — —
Akernerji Elektrik Uterim A.S. .....cocccoovvervenn. — — — 98 — — — 24

CM Eurpoean Power International s.r.o.......... 41 13 13 28 — — — —
Coal Energy, a.s. ...cccccovveeininieenncccneccenes — — — — 57 — — —
LACOMED, Spol. S.1.0. c.covrviieiieierieieieeieienne — — 43 40 — — 4 4
JTSD — Braunkohlebergau GmbH .................. 42 2 — — — — — —
LOMY MORINA Spol. $.1.0. ..ccvveerrvernrrrennnn. — 24 24 16 139 151 151 175
MOL — CEZ European Power Hungary Ltd. .. — — 20 34 — — — —
OSC, .St i — — — — 95 113 113 106
SINIT, a.s... 4 3 3 2 117 96 96 71
Others......coouiiiiiiiiicccce s 75 87 26 76 185 85 81 101
Total ..o 280 178 178 406 593 445 445 481
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The following table summarizes the receivables from, and payables to, associates (or associated
companies), joint ventures and affiliated companies for the years ended December 31, 2009, 2010 (both as restated
and as originally reported) and 2011.

Receivables as of December 31, Payables as of December 31,

2009 2010 2010 2011 2009 2010 2010 2011
(audited) (audited) (restated) (audited) (audited) (audited) (restated) (audited)

(CZK in millions)

Associates, joint-ventures and other affiliates:

Akcez Enerji A.S. ..o . 118 161 161 55 85 84 84 73
Akernerji Elektrik Uterim A.S. ...... . 652 761 761 1,414 — — — —
CM Eurpoean Power International B.V........... — — 292 — — — —
CM Eurpoean Power International s.r.o.......... 49 — 18 — — — —
CM Eurpoean Power Slovakia s.1.0. ............... — — — 542 — — — —
JTSD — Braunkohlebergau GmbH .................. 6,502 — — — — — —
LACOMED, Spol. S.1.0. c.covvviieiieiirieieieeieienne 12 11 11 14 — — — —
LOMY MORINA spol. S.1.0. c...oooorvereeeenann. — 5 10 10 10 21
MOL — CEZ European Power Hungary Ltd. .. — 20 20 33 — — — —
— — — 42 18 18 24

. 1 1 1 1 11 33 33 33

Ustav aplikované mechaniky Brno s.r.o.......... — — 3 5 10 10 18
Vyzkumny a zku$ebni Gstav Plzef s.r.o.......... — — — — — 2 20
OLhETS...viiiieieteee e 9 4 4 19 35 21 19 29
Total ..o 7,343 961 961 2,396 188 176 176 218

As of December 31, 2009, 2010 and 2011, guarantees provided to joint-ventures amounted to CZK
5,489 million, CZK 2,813 million and CZK 6,022 million, respectively (see Note 17.2 of our audited consolidated
financial statements for the year ended December 31, 2010 and 2011).

Transactions with Senior Management

From January 1, 2009 to the date of this offering memorandum, we did not advance any loans nor provide
any similar benefits to the members of the Board of Directors, the Supervisory Board, members of the Audit
Committee, Division Heads or other senior management or their relatives. However, during the period under
review, the members of the Board of Directors, the Supervisory Board, the Audit Committee, Division Heads and
senior management received remuneration from the CEZ Group under, respectively, managerial contracts and
appointments to the Supervisory Board and the Board of Directors. For further information on the compensation of
such individuals please see “Management and Corporate Governance—Supervisory Board—Committees of our
Supervisory Board—Personnel Committee” and “Management and Corporate Governance—Compensation.”
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DESCRIPTION OF OTHER INDEBTEDNESS

The following summary of certain provisions of our material other indebtedness does not purport to be
complete and is subject to, and qualified in its entirety by reference to, the underlying documents. Please also see
our description of our borrowings and indebtedness in “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Liquidity and Capital Resources—Borrowings” and Notes 15, 16, 17 and
20 of our audited consolidated financial statements for the year ended December 31, 2011, which are incorporated
by reference into this offering memorandum.

Our Indebtedness

Our indebtedness mainly consists of borrowings from financial institutions (including the European
Investment Bank) and funding from capital 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, 2011

(CZK
in millions) (% of total)
Funding from capital markets(") ............cccoooviuiiiiiiieiieicieceeeeeee e 151,107 79.8
Borrowings from financial institutions® 38,342 20.2
TORAL ettt 189,449 100.0

(1) In January 2012, CEZ, a. s. offered to purchase €500,000,000 5.125% notes due 2012 issued under its EMTN Program and
€500,000,000 4.125% notes due 2013. As a result of this offer, CEZ, a. s. repurchased the 2012 notes in the nominal amount of
€221,711,000 and the 2013 notes in the nominal amount of €127,800,000. In March 2012, CEZ, a. s. successfully priced a twenty-year
registered bond issue (Namensschuldverschreibung) under German law for the amount of €40 million. The coupon was set at 4.700%
per annum. The expected settlement date is April 2, 2012.

(2)  InJanuary 2012, the Group concluded a bilateral loan facility agreement in the amount of €40 million with Goldman Sachs Bank USA.
The maturity of the loan facility is three years. The proceeds from the loan will be used for general corporate purposes. In February
2012, CEZ, a. s. signed the first tranche of a loan facility agreement amounting up to €100 million with the European Investment Bank
to support financing of investments into reinforcement and development of the distribution grid in the Czech Republic.

Borrowings from Financial Institutions

We have signed a variety of loan facilities, including with the European Investment Bank. These facilities
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; financing for the Fantanele
Wind Park; financing for the Group’s Turkish distribution company Sakarya Elektrik Dagitim A.S. and financing
of the acquisition of 7% of the shares in MOL Magyar Olaj- és Gézipari Nyilvanosan Miikodé Részvénytarsasag.
As of December 31, 2010 and 2011, borrowings from financial institutions amounted to CZK 27,278 million and
CZK 38,342 million, respectively.

These loan facilities contain restrictive financial covenants relating to indebtedness and liquidity.
Funding from Capital Markets

We regularly issue bonds domestically and internationally (under our EMTN Program) as part of our
strategy to diversify our funding sources and maintain longer liability maturities. As of December 31, 2010 and
2011, the balance of bonds issued by CEZ was CZK 137,166 million and CZK 151,107 million, respectively. We
issue bonds in a variety of currencies including Euro, Czech crowns, Japanese Yen and U.S. dollars. In connection
with our bond issuances, our EMTN program has a current maximum issuance limit of €8,000 million, of which
€5,183 million had been issued as of December 31, 2011. We proactively managed our short-dated bond maturities
via a combined tender and exchange offer in 2010 and in January 2012, we offered to purchase €500,000,000
5.125% notes due 2012 issued under our EMTN Program and €500,000,000 4.125% notes due 2013. As a result of
this offer, we repurchased the 2012 notes in the nominal amount of €221,711,000 and the 2013 notes in the
nominal amount of €127,800,000. The bonds contain a mix of fixed and floating interest rates. 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.

Subject to certain conditions, the bonds constitute direct, unconditional, unsubordinated and unsecured
obligations of CEZ and rank pari passu among themselves and (save for certain obligations required to be
preferred by law) equally with all other unsecured obligations (other than subordinated obligations, if any) of CEZ,
from time to time outstanding. Further, the bonds referenced above contain customary covenants that may limit the
operation of CEZ such as:
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. “negative pledge” clauses, pursuant to which CEZ may not create or maintain (unless required by
law) mortgages, pledges or other encumbrances affecting all or any part of its assets, in order to
guarantee any listed (or to-be-listed) bonds, unless such security interests are equally or ratably
extended to the Notes at issue;

. “pari passu” clauses, pursuant to which the Notes represent direct, unconditional, non-guaranteed
obligations of CEZ, without any preference and with the same seniority as other current or future
bond issuances of CEZ;

. “sale and leaseback” clauses and “no consolidation and merger” clauses which place certain
limitations on those types of transactions;

. “event-of-default” clauses, under which, if certain circumstances were to arise (for example, failure to
pay principal or interest, liquidation of CEZ, etc.), a default would occur and the Notes would become
due (pursuant to “cross default” clauses, in case of an event of default on any other financial debt
(above certain thresholds) of CEZ or of a significant subsidiary of the CEZ Group, a default would
also occur with respect to the Notes at issue);

. “cross-acceleration” clauses which, in the case of certain defaults of other indebtedness, can cause
cross default under the bonds; and

. “early redemption” clauses in case of relevant changes in taxation, pursuant to which the Notes may
be redeemed at par.

Short-Term Indebtedness
We have issued short-term debt as set forth in the table below.

As of
December 31, 2011
(CZK in millions)

Short-term DANK LOANS .....coouveiiiiiiieiie et e e e e e e e eaaae e e e e e enaaeeas 4,333
BanK OVETATATTS ....ooiiiiiiiiiieieee ettt et e e e et e s et e e s e e e enaeeeeaneeseaneeean 1,167
Total short-term loans...................... 5,500
Current portion of long-term debt 19,264
Short-term debDt, TOTAL........ccovviiiiiiiiie ettt et e e eeaeeeeneeeeennees 24,764

Total short-term debt (without current portion of long-term debt) as of December 31, 2011 was CZK
5,500 million, representing 3% of our total debt as of December 31, 2011, while the ratio was 6% of our total debt
as of December 31, 2010.

Long-Term Indebtedness
We have issued long-term debt as set forth in the table below.

As of
December 31, 2011
(CZK in millions)

Long-term Dank 10ans(............ccoiiiiiiiieiiiieeecit ettt sttt et ensees e eae e 32,842
Of WhiCh CUITENT POTLION ....eeuiiiiiiieiiiciieieeieee ettt ese e e eseesneeneesseeneas 1,382
BONASP ..o e ettt ettt ettt ettt ettt et eae s 151,107
Of WhiCh CUITENE POTLION ..ottt ettt et et enae e sneeneas 17,882
Long-term debt, tOtal.........ccveiiiieiiieiiee ettt 183,949

(1)  InJanuary 2012, the Group concluded a bilateral loan facility agreement in the amount of €40 million with Goldman Sachs Bank USA.
The maturity of the loan facility is three years. The proceeds from the loan will be used for general corporate purposes. In February
2012, CEZ, a. s. signed the first tranche of a loan facility agreement amounting up to €100 million with the European Investment Bank
to support financing of investments into reinforcement and development of the distribution grid in the Czech Republic.

(2)  InJanuary 2012, CEZ, a. s. offered to purchase €500,000,000 5.125% notes due 2012 issued under its EMTN Program and
€500,000,000 4.125% notes due 2013. As a result of this offer, CEZ, a. s. repurchased the 2012 notes in the nominal amount of
€221,711,000 and the 2013 notes in the nominal amount of €127,800,000. In March 2012, CEZ, a. s. successfully priced a twenty-year
registered bond issue (Namensschuldverschreibung) under German law for the amount of €40 million. The coupon was set at 4.700%
per annum. The expected settlement date is April 2, 2012.
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Total long-term debt as of December 31, 2011 was CZK 183,949 million, representing 97% of the total
amount of our total debt as of December 31, 2011, while the ratio was 94% of our total debt as of December 31,

2010. Long-term borrowings from financial institutions comprised 18% of the long-term debt as of December 31,
2011.

Our long-term debt has both floating and fixed rates of interest which can expose us to interest rate risk and
risks of changes in fair value of these financial instruments. 79% of the interest paid on long-term debt in the year
ended December 31, 2011 was fixed rate interest, with the remainder being floating rate interest based mainly on
EURIBOR, LIBOR, PRIBOR or CPI. For information regarding the repayment schedule of our long-term debt and
interest rates for short and long-term debt, please see Notes 15, 16, 17 and 20 of our audited consolidated financial
statements for the year ended December 31, 2011.

We have entered into interest rate swaps and other derivative contracts to manage risk associated with
fluctuations in interest rates. For information with respect to derivative financial instruments and hedging, please
see Note 17 of our audited consolidated financial statements for the year ended December 31, 2011.
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TERMS AND CONDITIONS OF THE 2022 NOTES

The following are the Terms and Conditions of the 2022 Notes which will be incorporated by reference into
each Global Note (as defined below) and, subject to amendment and completion and except for the text in italics,
each Definitive Note (as defined below).

The U.S.$700,000,000 4.250% Notes due 2022 (the “Notes,” which expression includes any further notes
issued pursuant to Condition 16 (Further Issues) and forming a single series therewith) will be issued by CEZ, a.
s. (the “Issuer”). The Notes will be constituted by, and subject to, and have the benefit of a deed of covenant dated
April 3, 2012 and made by the Issuer (such deed of covenant as amended and/or supplemented and/or restated
from time to time, the “Deed of Covenant”) and will be subject to a fiscal agency agreement (such fiscal agency
agreement as amended and/or supplemented and/or restated from time to time, the “Fiscal Agency Agreement”)
dated April 3, 2012 and made between the Issuer, Citibank, N.A., London Branch, as fiscal agent (the “Fiscal
Agent,” which expression shall include any successor fiscal agent) and Citigroup Global Markets Deutschland AG
as registrar (the “Registrar,” which expression shall include any successor registrar appointed from time to time in
connection with the Notes).

In these Conditions, “Person” means any individual, company, corporation, firm, partnership, joint venture,
association, unincorporated organisation, trust or other judicial entity, including, without limitation, any state or
agency of a state or other entity, whether or not having separate legal personality, “Noteholder” or “holder”
means the Person in whose name a Note is for the time being registered in the Register (as defined below) (or, in
the case of joint holders, the first named thereof) and “holders” shall be construed accordingly.

Copies of the Fiscal Agency Agreement and the Deed of Covenant are available for inspection during
normal business hours at the Specified Office (as defined in the Fiscal Agency Agreement) of each of the Paying
Agents (as defined in the Fiscal Agency Agreement). The Noteholders are bound by and deemed to have notice of,
and are entitled to the benefit of, all the provisions of the Fiscal Agency Agreement and the Deed of Covenant
which are applicable to them. The statements in the Conditions include summaries of, and are subject to, the
detailed provisions of the Fiscal Agency Agreement.

Words and expressions defined in the Fiscal Agency Agreement shall have the same meanings where used
in the Conditions unless the context otherwise requires or unless otherwise stated.

References to “Conditions” are, unless the context otherwise requires, to the numbered paragraphs of these
terms and conditions.

1. FORM, DENOMINATION AND TITLE
1.1 Form and Denomination

The Notes are in registered form and, in the case of definitive Notes, serially numbered, in U.S. dollars and
will be issued in minimum denominations of U.S.$200,000 and integral multiples of U.S.$1,000 in excess thereof
(the “Authorised Holding”).

Notes will be sold (i) in offshore transactions in reliance on Regulation S (“Regulation S”) under the
United States Securities Act of 1933, as amended (the “U.S. Securities Act”) and (ii) to qualified institutional
buyers (“QIBs”) in reliance on Rule 144A (“Rule 144A”) under the U.S. Securities Act.

1.2 Title

Title to the Notes will pass upon registration of transfer as described in Conditions 2 (Registration) and 3
(Transfer of Notes) in accordance with the provisions of the Fiscal Agency Agreement. The holder (as defined
below) of any Note will (except as otherwise required by law or as ordered by a court of competent jurisdiction)
be treated as its absolute owner for all purposes whether or not it is overdue and regardless of any notice of
ownership, trust or any other interest in it, any writing thereon by any Person (as defined above) (other than a duly
executed transfer thereof in the form endorsed thereon) or any notice of any previous theft or loss thereof; and no
Person will be liable for so treating the holder. A Definitive Note Certificate (as defined below) will be issued to
each Noteholder in respect of its registered holding.

Notes sold to QIBs in the United States in reliance on Rule 1444 under the U.S. Securities Act, will be
represented by a Restricted Global Note (the “Restricted Global Note”). Notes sold to investors outside the
United States in reliance on Regulation S under the U.S. Securities Act will be represented by an Unrestricted
Global Note (the “Unrestricted Global Note”) (and together with the Restricted Global Note, the “Global
Notes”). The Unrestricted Global Note will be deposited with, and registered in the name of a nominee for a
common depositary for Euroclear Bank SA/NV (“Euroclear”) and Clearstream Banking, société anonyme
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(“Clearstream, Luxembourg”). The Restricted Global Note will be deposited with a custodian for, and registered
in the name of, Cede & Co., as nominee of The Depository Trust Company (“DTC”).

Ownership of beneficial interests in the Restricted Global Note will be limited to persons that have
accounts with DTC or persons that may hold interests through such participants. Ownership of beneficial interests
in the Unrestricted Global Note will be limited to Persons that have accounts with Euroclear or Clearstream,
Luxembourg or Persons that may hold interests through such participants. Beneficial interests in the Global Notes
will be shown on, and transfers thereof will be effected through, records maintained in book-entry form by DTC
and its participants or by Euroclear, Clearstream, Luxembourg and their participants as applicable. Global Notes
will be exchangeable for Notes in definitive form only in certain limited circumstances specified in the Global
Note.

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, Clearstream, Luxembourg and DTC, as the case may be. References to
Euroclear and/or Clearstream, Luxembourg and/or DTC shall, whenever the context so permits, be deemed to
include a reference to any additional or alternative clearing system as may otherwise be approved by the Issuer
and the Fiscal Agent.

1.3  Third party rights

No Person shall have any right to enforce any term or condition of the Notes under the Contracts (Rights of
Third Parties) Act 1999.

2. REGISTRATION

The Issuer will cause a register (the “Register”) to be kept at the Specified Office of the Registrar outside
the United Kingdom in which will be entered the names and addresses of the holders of the Notes and the
particulars of the Notes held by them and all transfers and redemptions of the Notes.

3. TRANSFER OF NOTES
3.1 Transfer

Each Note may, subject to the terms of the Fiscal Agency Agreement and to Conditions 3.2 (Formalities
Free of Charge), 3.3 (Closed Periods) and 3.5 (Regulations Concerning Transfer and Registration), be transferred
in whole or in part in an Authorised Holding by lodging the relevant definitive note certificate (the “Definitive
Note Certificate”) (with the endorsed form of application for transfer in respect thereof duly executed and duly
stamped where applicable) at the Specified Office of the Registrar or any Paying Agent. A Note may be registered
only in the name of, and transferred only to, a named person or persons. No transfer of a Note will be valid unless
and until entered on the Register.

The Registrar will within five Business Days (as defined below) of any duly made application for the
transfer of a Note, register the transfer and deliver a new Definitive Note Certificate to the transferee (and, in the
case of a transfer of part only of a Note, deliver a Definitive Note Certificate for the untransferred balance to the
transferor), at the Specified Office of the Registrar, or (at the risk and, if mailed at the request of the transferee or,
as the case may be, the transferor otherwise than by ordinary mail, at the expense of the transferee or, as the case
may be, the transferor) mail the Definitive Note Certificate by uninsured mail to such address as the transferee or,
as the case may be, the transferor may request.

3.2 Formalities Free of Charge

Such transfer will be effected without charge subject to (i) the person making such application for transfer
paying or procuring the payment of any taxes, duties and other governmental charges in connection therewith,
(i1) the Registrar being satisfied with the documents of title and/or identity of the person making the application
and (iii) such reasonable regulations as the Issuer may from time to time agree with the Registrar.

33 Closed Periods

Neither the Issuer nor the Registrar will be required to register the transfer of any Note (or part thereof)
during the period of seven days immediately prior to the due date for any payment of principal or interest in
respect of the Notes.

3.4  Business Day

In these Conditions, “Business Day” means a day (other than a Saturday or Sunday) on which commercial
banks and foreign exchange markets settle payments and are open for general business (including dealing in
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foreign exchange and foreign currency deposits) in both New York City and the city in which the Specified Office
of the Registrar or, as the case may be, the Paying Agent is located.

3.5 Regulations Concerning Transfer and Registration

All transfers of Notes and entries on the Register will be made subject to the detailed regulations
concerning transfer of Notes in Schedule 1 to the Fiscal Agency Agreement. The regulations may be changed by
the Issuer with the approval of the Registrar.

3.6  Authorised Holdings

No Note may be transferred unless the principal amount of Notes transferred and (where not all of the
Notes held by a holder are being transferred) the principal amount of the balance of the Notes not transferred are
Authorised Holdings.

4. STATUS OF THE NOTES

The Notes constitute direct, general, unconditional, unsecured and unsubordinated obligations of the Issuer
which at all times will rank (i) pari passu among themselves and (ii) at least pari passu in right of payment with
all other present and future unconditional, unsecured and unsubordinated obligations of the Issuer, save only for
such obligations as may be preferred by mandatory provisions of law that are both mandatory and of general
application and subject always to Condition 5 (Negative Pledge and Other Covenants).

5. NEGATIVE PLEDGE AND OTHER COVENANTS
5.1  Negative Pledge

So long as any Note remains outstanding (as defined in the Fiscal Agency Agreement) the Issuer will not,
nor will it permit any Material Subsidiary to, 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 shall (x) be secured equally and rateably with (or prior to) such
Indebtedness or (y) have the benefit of such other security, guarantee, indemnity or other arrangement as shall be
approved by an Extraordinary Resolution (as defined in the Fiscal Agency Agreement) of Noteholders; provided,
however, that the foregoing restriction shall not apply to:

(a) any Lien on any asset acquired, constructed or improved by the Issuer or any Subsidiary after the date
of issue of the Notes, which Lien is created, incurred or assumed 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 payment of any part of the purchase price of such asset or the costs of such
construction or improvement (including costs such as escalation, interest during construction and
finance costs); provided that, in the case of any such construction or improvement, the Lien shall not
apply to any such asset previously owned by the Issuer or any Subsidiary, other than previously
unimproved real property on which the asset so constructed, or the improvement, is located;

(b) any Lien existing over any 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;

(c) any Lien on any asset acquired from a corporation which is merged with or into the Issuer or any Lien
existing on any asset of a corporation which existed at the time such