








The joint-stock company CEZ, a. s., was founded on May 6, 1992
as one of the newly formed entities from the breakup of the for-
mer state-owned Czech Power Works. It took over the generati-
on of electricity and the operation of the high-voltage transmis-
sion line systems (220 and 400 kV). In addition

to the production, transmission, import, export, and sale

of electricity, the company also produces, distributes, and sells
heat. Having twelve thousand employees and the capacity

of 10,235 MW, it ranks among the medium-sized electric utiliti-
es in the world. It presently operates one nuclear power station,
ten fossil power stations, thirteen hydro-electric power stations,
and is testing a wind power station. One nuclear power station,
two hydro-electric power stations, three wind power stations,

and one solar power station are presently under construction.
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Most of the electricity produced was sold to eight power distribution

joint-stock companies which supply to final consumers throughout
the Czech Republic. The consumption of electricity by households
‘continued to increase last year, a pattern which began in 1990.

The consumption of electricity by other consumers decreased

or stagnated. Even so, the total electricity consumption in 1994 incre-

ased by 3.2% compared to the previous year.




CZECH REPUBLIC Unit 1994 1993
Installed capacity Mw 13,826 14,285
Maximum load Mw 9,632 9,288
Day of max. load Dec. 19 Dec. 1
Production of electric energy GWh 58,705 58,882
5E_Z, a.s. i}

Installed capacity oMW 10,235 10,655
Praduction of electric energy GWh 45,377 46,445
Production of heat TJ 15,823 16,697
Total revenues K& min 48,816 48,879
of which, sales of electricity and heat K& min 47,290 47,904
Total expenses KE min 31,278 29,538
Income before Income taxes Ké min 17,184 18,648
Net income Ké min 9,527 9,177
Earnings per share” KE per share 179 171
Construction expenditures Ké min 24,301 20,974
At year — end

Total assets KEé min 117,800 97,156
Number of shares 53,812,874 53,521,026%
Number of employees 12,143 13,723
Price — earning ratio” 7.6 9.4
Debt to equity ratio 0.30 0.26
Current ratio 0.68 0.72
Return on total assets” % ~ 8.09 9.45

1)
2)

3 Nominal value 1,000 K¢.

Important note:

Based on net income (profit after taxes), share price at year end.

From that 51,602,380 shares with nominal value 1,100 K& and 2,210,494 shares with nominal value 1,000 Kg¢.

All economic results are based on International Accounting Standards (IAS) which means that the results
differ from the Czech version of CEZ Annual Report 1994.




Balance sheet
(Czech K€ in Millions)

B 1994 1993
Assels B
Total property, plant and equipment 107,433 88,470
Property, plant and equipment 40,466 34,373
Nuclear fuel, at amortized cost 4,450 4,159
Construction work in progress 62,517 49,938
Other noncurrent assets, net 724 654
Total current assets 9,643 8,032
Total assels 117,800 97,156
Capitalization and liabilities o
Total capitalization 74,297 65,036
Total long-term liabilities 29,260 20,922
Total current liabilities 14,243 11,198
Total capitalization and liabilities 117,800 97,156
Statement of Income and Retained Earnings
(Czech K& in Millions)
1994 1993
Operating revenues 48,816 48,879
Operating expenses 31,278 29,538
Income before income taxes 17,184 18,648
Income taxes 7.657 9471
Net income 9,527 9,177
Retained earnings, end of period 15,324 6,163
Average number of shares outstanding 53,292 53,521
Net income per share 179 171




Letter from the Chairman of the Board of Directors

Dear friends,

Throughout 1994, our electricity company reliably and economically supplied its customers with electri-
city. It fulfilled its obligations towards its creditors and suppliers accurately and on time,

The demand for electricity in the Czech Republic increased by 3.2% compared to 1993, The use
of electricity rose especially during peak hours. There were also more demands to regulate the supplied
output. CEZ's share of the electricity market decreased by less than 4% compared to 1993. Even so, the
quality of our services improved and we continue to fulfil our entrepreneurial mission through concrete
action.

The approval of the ., Energy Act" on November 2, 1994, was an important step towards stabilizing the
business environment in the Czech power industry. This Law, together with amendments currently under pre-
paration, established a solid basis for all those involved in electric power industry.

The overall condition of the company is good, and so is its financial health. Our pre-tax profit last year
was 17.2 billion K¢, our net income was 9.5 billion K& which is a 3.8 % increase compared with 1993.
Total liabilities are 43.5 billion K&, which represents a 35.4 % increase from the end of 1993, Development
projects were funded mostly by the successful second issue of domestic bonds amounting to 4 billion K¢, and
from the first international issue of Eurobonds amounting to 150 million USD. CEZ, a. s., was the first
amang Central and Eastern European companies to enter the international capital market. Both the shares
and bonds of CEZ, a. s., receive considerable interest and rank among the most marketed on the Prague
Securities Exchange.

The trustworthiness of our company is reflected in the assessments of its financial reliability. CEZ, a. s.,
received a BBB- investment standard rating from Standard & Poor’s, and an A- rating from the Japanese
JBRI. These are excellent evaluations which opened the door to a wide spectrum of investors from all over
the world.

Total expenses of the company amounted to 31.3 billion K¢ in 1994, an increase of 7.4% compared with

1993. This is less than the inflation rate in the Czech Republic. Personnel expenses decreased by 5.1%.

An increase in the average wage was more than fully compensated for by reducing the number of employees.

Fuel costs, a significant expense item, were minimized by an effective commercial strategy and by

the economical use of fuel. These costs increased by 3% compared with 1993, The outlays for repairs and

maintenance of the power stations, however, increased by 9.5%, i.e. the same as the inflation rate.
Producing electricity in a environmentally responsible manner continues to be a part of the entreprenen-

rial mission of our company.




Letter from the Chairman of the Board of Directors

Desulphurization equipments on the Sth and 6th units of the Pocerady Power Station have been working
successfully since the end of last vear. Throughout 1994, work has continued to construct desulphurization
equipment in the Pocerady, Prunéiov, Tusimice, and Ledvice power stations. Construction progressed

on the fluidized bed boilers in the Tisovd and Hodonin power stations. By the end of this year, more desulp-
hurization equipment will have been fitted to fossil power station units with a total output (;f 930 MW.

Tender proceedings to select a supplier of desulphurization equipment for the Détmarovice
and Chvaletice power stations were concluded. The construction of a fluidized bed boiler in the PoFici
Power Station was launched. We anticipate that our company’s program to desulphurize, dedust and lower
the content of nitrogen oxides will be completed in accordance with the Clean Air Act.

The Temelin Nuclear Power Station plays the key role in the modernization of CEZ'’s generation system
and its ecological responsibility. The construction of the first unit has been nearly completed, and practically
all of the technological equipment has been supplied and for the most part already installed. The layout
design and installation of the cabling are in process. Westinghouse's work on the I & C system and the pre-
parations regarding nuclear fuel is proceeding satisfactorily. The delay in the design work will probably set
back the completion of the construction by a year, The second unit should be completed 18 months after
the first unit, as schediled.

CEZ’s primary concern is quality customer service. We have, therefore, carried out extensive alterations
in the power stations, and in the transmission and dispatching systems. We intend to provide our customers
with services equalling Western European standards. Attaining these standards will enable the Czech electri-
city system to work synchronously with Western Europe. Czech power generation will thereby gain new com-
mercial opportunities and expand its possibilities to develop. Our specialists and their foreign colleagues
have already accomplished a great deal, and throughout the project our Western European partner compani-
es have been extremely cooperative.

The opinions of our shareholders, customers, and the general public about our company are quite favo-
rable. More and more people are convinced that CEZ, a. s., is becoming a modern, dynamic electricity com-
pany with.a European standard, that it has effective environmental programs and strives to diminish negative
emvironmental impacts. We devote considerable effort to inform the public about our activities and plans.
Our information and counselling centers were visited by more than thirty thousand people last year.

Within the company, considerable efforts are made to improve managerial and economic activities, and

to take full advantage of the great intellectual potential of our employees. That is the key to long-term pro-

ute leas

Petr Karas

sperity.

My thanks go to all our employees.




The Board of Directors

Petr Karas
54 years old, Chairman of the Bourd of Directors since
October 19, 1992

Graduated from the Electrotechnical Department of
CVUT in 1963, where he also completed a two-year
postgraduate study in the methods of operational analysis.
In 1978, he defended his dissertation and obtained the
CSc. litle; He worked In power engineering from 1964
until 1968 as a thermal measurements technician in
Northern Bohemian power stations, later jn the
technical section, and as head of the department of
mainienance and repair planning in the Poderady Power
Station. From 1973 until 1990, he worked as the head
of the department ol maintenance and repair

planning in the management of Czech Power Works in
Prague. He has wrillen several lexthooks on topics
concerning the maintenance and repair of power
stations. On June [, 1990, he was appointed General
Manager of the Czech Power Works. Since 1991, he has
been the Chairman of the Czech Power Engineering
Employers Union, and since 1994, he has been

4 Vice-President of the Union of Industry of the Czech
Republic.




The Board of Directors

Gabriel Eichler
45 years old, the first Vice-Chalrman of the Board of
Directors since April 24, 1994

The founder and president of Benson Oak.

Inc, investment and consultant company. He was born
in Bratislava, but is now a eitizen ol the United States
where he has lived since 1968, He studied economics
and international velations at Brandeis University, the
University of Chicago, and the University of Toronto,
For filteen years, he worked at Bank of America, his
last post was VicePresident and Chief International
Economist al the bank’s headquarters in San Francisco.
There he was responsible for the economic prognoses
and country risk ratings of more than a hundred
countries. Before that, he served for eight years as
General Manager of Bank of America in various
Earapean countries, In 1990, he worked as an Execulive
VicePresident of the Central European Development
Corporation, an investment company operating

in Central and Eastern Europe.

Jan Krenk

44 years old, the second Vice-Chairman of the Board
of Directors since May [, 1994

Graduated from CVUT and completed postgraduate
study at VUT in Plzen. In 1976, he started 10 work al
the Chvaletice Power Station in various operational
positions and then at the Dukovany Power Station
where he became Director in 1990 On Tanuary 1,
1993, he was appointed director of the Nuclear Power
Engineering section of CEZ, and since May |, 1993, he
has been the director al CEZ's Nuclear Power Stations
division. He is also a member of the Board of Directors
of UJV Rez, as,




The Board of Directors

Zdenék Pistora

36 years old, a member of the Board of Directors since
September 20, 1993

Graduated from the Electrotechnical Department of
CVUT, majoring in the tansmission and distribution
ol electric energy. From 1987, he worked at the Czech
Power Works in the field of distribution network
development, Since 1989, he has been working in the
field of transmission system planning. He was the
Czech Power Works™ representative in the study
commiltes of UNIPEDE.

Dalibor Matéju

47 years old, a member of the Board of Directors sinee
September 20, 1993

Graduated from the Electrotechnical Department of
VUT in Brno. Postgraduate study at the Machine
Department of VUT Brno. From 1971, he worked in

the Czech Power Works in various operational and

technical-economic posts in the Power-and-Heating
Plant Broo. the Dukovany Nugclear Power Station, and
in the central management of the Czech Power Warks,
Since 1993, he has been the director of the quality
control section. He is a member of the Board of
Supervisors of EGU Trebi¢, and a Vice-Chairman of
the Stute Testing Consmittee for Testing Selected

Nuclear Power Stations Functions.




The Board of Directors

Vojtéch Kotyza
54 years old, a member of the Board of Directors since
Octobar 15, 1994

Craduated from the Machine Department of VUT in
Plzef in 1963, majoring in thermal power-engineering
michinery. Then he worked at the former Most powes

stations { Komoiany, Ervénice). In 1966, he came back

1o Plzen and took part in the development ol the nuclear
power section in the Skoda Works. Between 1972 and
1978, he was a member of the combipe development
team in the General Management of Skoda.

He completed several postgraduate courses — Shaving
Heat, Modern Machine Technologies. Sysiem
Engineering, and Nuclear Power Engineering. Between
1978 and 1994, he worked it the present Skoda Pralia
ws., seven years at the Dukovany Noclear Power
Station, then as head of technical assistmee and
construction manager at the Naord nuclear power stalion
in the former East Germany, and between 1991 and

199 ais the manager of the nuclear division.

Jan Vacik
44 yeurs old, a member of the Board of Directors since
June 15, 1994

Graduated from the Electrotechnical Department of
CVUT in 1975, in 1984 completed postgraduate study
at VUT Plzen, and in 1995 réceived an MBA from
PIBS. From 1976, he worked at the technical section ol
the EZ Praha, developing industrial automatics. [n 1979,
he started working at the Energovod Praha Works in
various design and technical posts. In 1990, he became
Director ol the design division of Energovod Praha.

In 1994, he became a member of the Board of Directors
of CEZ. a. 5., responsible [or all new investments other
than the completion of the Temelin nuclear powes

slation




Jirit Marek (49)

Ladislay Petrdsek (52)

Petr Hiila (33)
Livia Klausovd (52)

Peter Kolek (35)

Vdclay Krejci (42)
Viclay Kupka (51)

Jiri Kurka (40)

Vitézslav Manda (49)
Zdenék Spitzer (28)

Jan Sevr (48)

Jiri Svamberk (51)

Members of The Board of Supervisors

Chairman of the Board of Supervisors

Graduated from CVUT. Until 1971 he worked as a resenrch worker in the Institute of Nuclear
Research af Rez. After 1974, he held various positions in the Czech Power Works. In 1992, he
left for the Ministry of Industry and Trade of the Czech Republic, and is now an adviser 1o the

Minister.

Vice-Chairman of the Board of Supervisors

Graduuted from the Law School of Charles University. From January' |, 1992, he was o member
of the exectitive committee and the head of the equity investment section al the National Pro-
perty Fund. He is & member of the Board ol Directors of Avia Prahi, a.s..and the Chairman of
the Board of Directors of NIF, a.s. Since May 1. 1995, he has been the head of the equity mvest-

ment-department in Komeréni banka.

Graduated [romi the Law Scliool of Charles University. Legal adviser o the Vice-Chairman of

the Board of Directors of - Investicni o postovni hankd, as., o member ol the Board of  Directors
of Cechofracht, s, and a member of the Board of Supervisors of Moravan, n.s. Otrokovice,

Graduated from the Commeree Department of the Schoal of Economics, majoring in Toreign
trade. She is the executive secretary of the Czech Economie Society. A member of the Board
of Supervisors of Ceska spofitelna;, a:s. and ZVVZ, ws., Milevsko.

Graduated from the School of Economics. Since April 28, 1995, employed at MEDIATEL,

500,

Giraduated from a secondary chemical school. Sinee 1982, he has been employed in the Duko-
vany Nuclear Power Station. presently in the internal communication section, He is o partner
of the LARDO s.ro. [irm. Elected by employees.

Graduated Irons the Production-economic Departinent of the School ol Economics. First Depu-
ty Minister o Economy of the Czech Republic. Chairman ol the Board of Supervisors o’ Ces-
komuravska ziroéni a rozvojovil banka, a.s., a member of the presiding committee of FNM,

Gricluated from the Machine Department of CVUT. Head of unit operation in the Pocerady

Power Station, Elected by employees.

Graduated front the School of Economics. Manager of the Department of Profit Sphere Finan-
cing sit the Ministry of Finances of the Czech Republic, a member of the Board of Supervisors
uf CEPRO, s,

Graduated from the Machine Engineering Depurtment of CVUT. Since February 1, 1995, he
hits worked as a bank specialist in Ceskoslovenskd obehodni banka, ws. A memberof the Board
of Supervisors ol AGS Bohemiastone. as., Hradec Krdlove since May 12, 1995,

Graduated from o seconduary machine school. Head ol operations at the 500 MW unit i the

Melnik Power Station. Elected by employees,

Graduated [rom a secondary machine school. Head of the personnel department at the Tisovi

Power Station. Elected by employees,




The Lipno II Hydro-electric Power Station is a part of the Vitava

Cascade

Hydro-electric power stations represent 12% of CEZ’s total installed
capacity. They produced 1,287 GWh of electricity in 1994.
Pumped-storage hydro-electric power stations are an irreplacable part
of the electrification system of the Czech Republic because they cover
peak loads during the day. The Dlouhé Strané and Stéchovice I1
pumped-storage hydro-electric power stations are currently under
construction. When put into operation (1995/96), they will considerably
increase the potential (o regulate the electrification system of the Czech

Republic.




CEZ, a. s., entered 1994 with 58,873 million K& of common equity capital, with shares at the nominal
value of 1,100 K¢.

W On February 24, 1994, an extraordinary general meeting of shareholders decided to lower the nominal value
of a portion of the shares to 1,000 K¢&. These shares, amounting to 2,210 million K¢, were held at that time by the
National Property Fund of the Czech Republic and were intended to be distributed in the second wave of coupon

privatization.

m The general meeting held on June 16, 1994 approved the distribution of 1993 profits and the proposal not to
pay dividends. It also authorized the Board of Directors to increase the company’s equity capital up to 2,500 mil-
lion K& in cases when the National Property Fund invests privatized property into the company in accordance with
the approved amendments to CEZ’s privatization project. Consequently, common equity capital was raised in seve-

ral stages to 58,973 million K&.

The Shareholders of CEZ, a. s.

as of March 4, 1995 as of October 25, 1994

National Property Fund of the Czech Republic 67.46% 71.13%
Restitution Investment Fund 1.10% 1 1.05%
Other legal persons 26.53% 24.77%
Total legal persons 95.09% . 96.95%
domestic 82.88% 84.70%
foreign 12.21% 12.25%
Individuals 4.91% 3.05%
domestic  467% 2.79%
foreign 0.24% 0.26%

The table shows the structure of shareholders before and after the second wave of coupon privatization as
recorded by the Securities Center on October 25, 1994 and March 4, 1995. The number of shareholders rose
during the second wave of coupon privatization from 140,000 to 320,000.

Apart from the National Property Fund and the Restitution Investment Fund, there are seven other significant
shareholders of CEZ, a. s., four of which are foreign. Each holds more than 1% of equity capital, but none of these
portions of ownership exceeds 4%.




m CEZ’s major activity is the generation and distribution of electric power. The electricity is generated in nucle-

ar, fossil, and hydro-electric power stations.

Fossil Power Stations (as of December 31, 1994)

Power Station Type of Fuel Installed Capacity (MW) Beginning of Operation
Tisova | brown coal 2x50,2x55,1x12 1959 - 1960
Tisova ll brown coal 1x100 1961
Prunéfov | brown coal 4x110 1967 — 1968
Prunéfov Il brown coal 5x210 1981 - 1982
TuSimice | brown coal 2x110 1963 — 1964
Tusimice Il brown coal 4 x 200 1974 - 1975
Pocerady | brown coal 3x200 1970 - 1971
Pocderady [ brown coal 2x 200 1977
Ledvice [ brown coal 1x200 1967
Ledvice Il brown coal 3x110 1966 — 1969
MéInik 11 brown coal 4x110 1971
Mé&lInik Il brown coal 1 x 500 1981
Chvaletice brown coal 4 x 200 1977 -1978
Dviir Kralové” brown coal 1x6,3/1x12 1955, 1963
Pofiti hard coal 3x55 1957 — 1958
Néchod” brown coal 1x5/1x12 1950, 1969
Hodonin lignite 1x55/2x50 1954 — 1958
Détmarovice - hard coal 4 x 200 1975~-1976
Total - 7257
X Power-and-heating plants are a part of the Pofici Power Stations organizational unit.
1 Tisova l, Il 6 Mélnik (I, I 11 Hodonin 16 Hnévkovice 21 Stéchovice I, Il 26 DaleSice
2 Prunéfov [, 1l 7 Chvaletice 12 Détmarovice 17 Kofensko 22 Vrané 27 Obfistvi
3 TuSimice |, 1l 8 Dviir Krélové 13 Dukovany 18 Orlik 23 IylodFany 28 Dlouhé Strané
4 Polerady [, 1] 9 Pofiti 14 Temelin 19 Kamyk 24 Stvanice 29 Dlouhd Louka
5 Ledvice I, Il 10 Nachod 15 Lipno I, Il 20 Slapy 25 Moahelno

@ Fossil Power Stations

@ Hydro-electric Power Siations
o Nuclear Power Station

Wind Power Statjions




Nuclear Power Station (as of December 31, 1994) Installed Capacity (MW)

Beginning of Operation

Dukovany - 4 x 440 1985 - 1988
Nuclear Power Station under Construction Installed Capacity (MW) Beginning of Operation
Temelin 2 x 981 1st unit - 1997

2nd unit — 1998
Hydro-electric and Small Hydro-electric
Power Stalions (as of December 31, 1994) Installed Capacity (MW) Beginning of Operation
Lipno | 120 1959
Lipno I 15 1957
Hnévkovice 9.6 1992
Kofensko 3.8 1992
Orlik 364 1961 - 1962
Kamyk 40 1961
Slapy 144 1954 - 1955
Stéchovice | 22.5 1943 - 1944
Vrané 13.88 1936 |
ModFany " 1.5 1989 1
Stvanice " 5.67 1987
Mohelno 1.2 1977
total: 728
Pumped-storage Hydro-electric Power Stations
Stéchovice 11?2 40 1947 - 1948
DaleSice 450 1978
total: - 490
Total: 1,218
under construction
Stéchovice 112 45 1995
Obfistvi 3.4 1995
Dlouhé Strané 650 1995 - 1996
Total: 698.4
R CEZ, a. s., only operates the power station, it does not own it. 2 ts installed capacity after the reconstruction will be 45 MW.

Wind Power Stations (as of December 31, 1994)

Installed Capacity (MW)

Beginning of Operation

Dlouha Louka (the Krudné Hory Mountains) 0.315 1994
Instalied Capacity in CEZ's Power Stations
Dec. 31, 1994 : Dec. 31, 1993 !
= 12 % Hydro-glectric power stations M%
1,218 MW 1,218 MW
17 % Nuclear power stations 17 %
1,760 MW 1,760 MW
T % Fossil power stations 2%
7,257 MW 7,677 MW

@



The Korensko Small Hydro-electric Power Station

The Kofensko Hydro-electric Power Station and the Hnévkovice
Hydro-electric Power Station were buill as a renewable source of
power linked to the construction of the Temelin Nuclear Power Station.

Their total installed capacity is 13.4 MW,

I———



B The demand for electricity (i.e. net electricity consumption) in the Czech Republic decreased between 1990
and 1993, as shown in the following table. This downward trend stopped in 1993, and the demand for electricity

increased for the first time in 1994

The Demand for Electricity in the Czech Republic
GWh

1989 g 53,271
1990 — 53,037

1991 49,708
1993 47,765
1994 ; 49,312

The demand for electricity is closely linked to the developments in the Czech economy. The most significant index

of an economy’s efficiency is its gross domestic product (GDP). It is, therefore, necessary to follow their parallel

development.

The comparison of the two indices shows clearly that the demand for electricity and the GDP are highly core-
lated. The relative decrease in the GDP, though, was considerably greater than the decrease in the demand for
electricity. In 1994, both the GDP and the demand for electricity increased again, and a further increase of both
can be expected with the anticipated stabilization of the Czech economy.

CEZ, a. s., being the dominant electricity producer in the Czech Republic (producing over three quarters of
the electricity) and the operator of the transmission system, has to be adequately prepared for alterations in the

future demand.

The Gomparison of Development in the Gross Domestic Product and the Demand for Electricity in the Czech Republic

100 % 99.6 %
98.7 % 93.3 % 92.6 %
Nq oxu Bg-? n/llo
84.7 %
_— —l
79.3 % —i 80.6 %
785 %

1989 1990 1991 1992 1993 1994

e [Jemand for electricity siieemsse  (3705S Domestic Product




W Between 1990 and 1993, hoth the total demand for electricity and the generation of electricity decreased in
the Czech Republic. In 1994, the demand for electricity increased, but the domestic electricity production conti-

nued to decrease as a result of the lower export and the increased import of electricity.

Development of Total Production of Electricity in the Czech Republic

_ GWh
1990 —j 62,558
199 | 60,528
1993 | 58,882
100 | U 58705
B CEZa.s. [C] others
1990 1991 1992 1993 1994
The share of CEZ, a. s. 87.7 % 85.3 % 80.4 % 78.9 % 773 %
Index between the years  100.0 % 96.8 % 98.0 % 99.3 % 99.7 %
Production of Electricity in the Czech Republic
Unit 1994 1993  Index 94/93
Maximum load in electrification
system of Czech Republic | MW 9,632 9,288 103.7%
Day of maximum load Dec. 19 Dec. 1
Installed capacity in electrification system
of Czech Republic Mw 13,826 14,285 96.8%
of which: CEZ, a. s. MW 10,235 10,655 96.1%
- ) % 74.0 74.6
Total production of electricity in Czech Republic GWh 58,705 58,882 99.7%
of which: CEZ, a. s. GWh 45,377 46,445 97.7%
% 77.3 78.9

As a result of several factors — a decrease in the export of electricity to Slovakia, an increase in the import
of electricity for the power distribution joint-stock companies, the separation‘ of the Mélnik | power station from
CEZ, a. s., and an increase in the generation of electricity in factory power stations — CEZ’s production of electri-
city decreased by 2.3% in 1994 compared to the total decrease of production (0.3%). CEZ, a. s., produced 77.3%

of the total amount of electricity produced in the Gzech Republic which represents a 1.6% decrease from the ori-

ginal 78.9%.




The decrease of CEZ’s total production of electricity is the result of a decreased production in fossil power

stations. The production in the nuclear and hydro-electric power stations remains relatively unchanged.

Production of Electricity in CEZ, a.s. - .
' GWh

1990 | ] 54,507
199 I 51623

1992 T 47,681
199 P00 645

1994 _ 45,377

[ Nuclear power stations @ Fossil power stations l Hydro-electric power stations

Breakdown of GEZ’s Production of Electricity in 1994

z\\‘n

’ 29 % 12,977 GWh  Nuclear power stations

3% 1,287 GWh Hydro-glectric power stations

68 % 31,113 GWh  Fossil power stations

In 1994, 29% of CEZ's total electricity production was generated hy nuclear power stations, 68% by fossil power

stations and 3% by hydro-electric power stations.




W Both the fixed and variable costs of electricity and heat generation have increased over the past few years des-
pite many streamlining measures such as lowering the specific fuel consumption and reducing the number of
employees. Major reason for this is the inflationary increase in the primary costs in the production of electricity
and heat, and the fact that since 1993, fixed expenses of nuclear power stations have included expense provisi-

on for the eventual decommissioning of nuclear power stations and the disposal of spent nuclear fuel.

B In 1994, CEZ, a. s., continued to use fuel more economically in its power stations. The specific fuel con-
sumption for the supply of electricity in fossil power stations decreased by 6% between 1990 and 1994. This
decrease was made possible by several systematic technical adaptations. These included the improved sealing
of all thermal cycle elements, the stabilization of the burning process in the boilers, turbine adaptations, the timing
and regulating of the engines used to drive large electrical machines, lowering the failure rate, and the quality
control of coal. All of these contribute markedly to a more cost-efficient operation, particularly when considering
the increased price of fuel, and to a healthier environment with less solid waste and fewer emissions, including

carbon dioxide.

Specific Fuel Consumption for the Supply of Electricity in Fossil Power Stations
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Fixed Specific Costs for the Supply of Electricity in Fassil
Power Stations and the Dukovany Nuclear Power Station
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Variable Specific Gosts for the Supply of Electricity in Fossil
Power Stations and the Dukovany Nuclear Power Station
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M Repairs and maintenance of CEZ’s power stations were specifically directed to guarantee nuclear safety and

reliability, to minimize the environmental impact, and to lower specific fuel consumption.

Share of Tatal Repairs and Maintenance Expenses
of Individual Types of GEZ’s Power Stations in 1994

Hydro-glectric power stations 75.2 %

6.3 % Nuclear power stations

18.5 % Fossil power stations

Composition of Repairs and Maintenance Expenses of CEZ’s Power Stations in 1994

Suppliers  61.5%

Materials  23.5%

3.2% Wages
3.9% Other

7.9% Overhead costs




B The generation and distribution of heat is a secondary activity of CEZ, a. s. As part of privatization strategy,
major heat suppliers were first separated from the former state-owned company and later from CEZ, a. s. Con-
sequently, the supply of heat has decreased considerably over the past few years. Even so, CEZ, a. s., remains a
major heat supplier in the Czech Republic. It presently supplies heat from twelve power stations — the Dukovany
and Temelin power stations (from gas boiler rooms), the Tisov4, Prunéfov, TuSimice, PoCerady, Ledvice, MéInik,
Pofiti, Chvaletice, Hodonin, and Détmarovice power stations — and from two power-and-heating plants — Dvir
Kralové and Nachod — which are a part of the PoFiti Power Stations organizational unit. GEZ, a. s., also operates

heat distribution networks at the Tisova, MéInik, Chvaletice, Pofi¢i, Hodonin, and Détmarovice power stations.

The Development of Heat Supplied by CEZ, a. s., between 1990 and 1994

TJ
1990 - I | 103,298
1991 B - : 72,936
1992 . . 40,745

1993 ' - 16,697
]

1994 15,823

The Separation of Individual Heat Suppliers:

1990 The South-Bohemian Power Works .
The West-Bohemian Power Works
1991 The North-Bohemian Power-and-Heating Plants
The Otrokovice Power-and-Heating Plant
The Karvind Power-and-Heating Plants
1992 The Praha Power-and-Heating Plants
The Opatovice Power Station
The South-Moravian Power Stations
The Ostrava-Karvina Power Stations
1993 The Mélnik | Power Station

The separation of major heat suppliers from CEZ, a. s., or its legal predecessor, has been completed. [ |




The Development of Electric Power Industry Legislation and CEZ’s Position

B Throughout 1994, work continued on two fundamental documents which are to establish the legislative boun-
daries for business in the field of power industry, and will, consequently, influence CEZ’s business activities. The
first document, ,The Act on the Conditions for Conducting Business and State Supervision in Energy Industries,
and on the State Energy Industry Inspection”, was completed and approved by the Parliament of the Czech Repub-
lic in the beginning of November 1994. It was published as Act No. 222 of 1994 and came into effect on January 1,
1995. This Act established the fundamental guidelines for conducting business in the power industry. Presently,
public decrees are being prepared that should give shape to issues such as authorization, regulation, states of
emergency, conditions for supplying final consumers, and central control of the electrification system. The prin-
ciples of a second document, the so-called ,Nuclear Act”, were outlined by the end of 1994. It will gradually be
completed and submitted to the Parliament of the Czech Republic sometime in late 1995.

CEZ’s View on The Prognosis of Development in the Power Industry

B The demand for electricity is expected to continually increase as the Czech Republic’s economy stabilizes,
despite the predicted stagnation in electricity colnsumption in industry and construction. Current forecasts are for
the GDP of the Czech Republic to increase annually by an average of 3.5% and the demand for electricity by
2 10 3%, and even more in 1995. Furthermore, it is predicted that by the year 2000, the share of households in
total electricity consumption will have increased from 26.5 to 28-30%. The changes in the demand for electricity
will considerably alter the diagram of the daily load and create a marked rapid growth in the maximum load of the
electrification system (in MW) compared to the total demand for electricity (in GWh). All these changes will
require a generation system which can reliably and effectively cover peak-load demands. Such a system should
be established even before the year 2000.

The Structure of Net Electricity Consumption in the Czech Republic

3.2% Agriculture 3.8%

21.2% Transport and services  20.4 %

26.5 % Papulation 23.9 %

49.1%  Industry and construction  51.9%




The Temelin Nuclear Power Station, with the Hnévkovice Small

Hydro-electric Power Station in the front

The construction of the Temelin Nuclear Power Station (back center),
along with the program of environmental upgrading of fossil-power
stations, is CEZ’s major investment activity. When completed,
Temelin will be the most significant source of power in the Czech
Republic. lts operation will increase the nuclear power engineering’s
portion of generated electricity from the present 29% to almost 50%.
Temelin will operate at base load, and its parameters will meel the
requirements for interconnection to the Western European UCPTE
network. The Hnévkovice Small Hydro-electric Power Station

(front of picture) was built predominantly as a source of technological

water for the Temelin Nuclear Power Station.




CEZ’s Strategic Plans for the Near Future

B The major goals of CEZ, a. s., arise from its mission to provide its customers with electricity at competitive
prices and to follow in the path of permanently tenable progress.

This means that the company strives to supply electricity reliably, to generate it in an environmentally conside-
rate manner, to gain the respect of its customers, suppliers, shareholders, creditors, its own employees and the
general public, and in so doing to eventually attain the standards of successful western electricity companies.
B These strategic goals should be accomplishéd through the programs to improve business activities and qua-
lity control, through the analysis of the anticipated development of the business environment, and through the

growth of efficiency, knowledge, and the abilities of the company’s employees.

The Signing of the Final Contracts of the CEZ, a. s., Eurobond Issue on December 15, 1994
From the left: Petr Karas, Chairman of the Board of Directors of CEZ, a. s.; Kurt Viermetz, Vice-Chairman of J.P.Morgan and Compa-
ny, Inc.; Gabriel Eichler, the first Vice-Chairman of the Board of Directors of GEZ, a. s.; Vladimir Dlouhy, Minister of Industry and Tra-
de of the Czech Republic.

CEZ, a. s., became the first Eastern European industrial company to issue bonds in European financial markets. The issue of five-year
Eurobonds, worth 150 million USD, was introduced to the market by the American investment bank J.P.Morgan Securities Ltd., the lead mana-
ger of the issue. Before entering the foreign capital markets, CEZ’s received an investment grade rating of BBB- from Standard & Poor’s. Later,
the Japanese agency, JBRI, gave CEZ, a. s., a rating of A-.

At the same time, CEZ, a. s., continued its activities on domestic capital markets. The second honds issue, amounting to 4 billion K¢, follo-
wed up the very successful 1993 issue. Both of these issues of bonds and shares rank among the most marketed on the_Prague Securities
Exchange.

All of these activities are included in the Concept of Business Activities of CEZ, a. s., presented for approval at the
general mesting in July 1995. The detailed business plan for 1995 to 2000 (with a prospect through 2005) only
confirmed that CEZ, a. s., follows the general trend of ,least cost“ development which occurs throughout the




Czech power engineering industry. In September 1994, the Ministry of Industry and Trade proposed an updated
Power Engineering Policy of the Czech Republic which included specific developmental activities, and thereby

outlined the future development of CEZ, a. s., It deals particularly with the following projects:

W completing and commencing the operation of the Temelin Nuclear Power Station (2x981 MW) and reducing

the use of obsolete fossil power stations;

B modernizing the Dukovany Nuclear Power Station to improve its technical-operational and safety standards,

and to extend its service life;
B completing the interim spent-fuel storage project at the Dukovany Nuclear Power Station;

B preparing the construction of the central storage of spent nuclear fuel which should be put into operation
by 2004 at the latest;

B reducing by shut-down 2,230 MW of capacity in fossil power stations: 1,225 MW capacity of absolute units
was put out of operation by the end of 1994, the remaining 1,005 MW will be decommissioned by the beginning
of 1999;

B completing the renovations in fossil power station units, whose total capacity amounts to 6,252 MW, to meet
the régulations of the environmental protection acts regarding the operation of such units after January 1, 1999.
[t will mainly involve the completion of desulphurization equipment to desulphurize the units, or replacing some
of the current pulverized-fuel-fired boilers with fluidized boilers, the reduction of nitrogen oxides and fly-ash emis-

sions, the increase in efficiency of thermal cycle elements, and the consequent reduction of carbon dioxide;
B commencing the operation of the Dlouhé Strang Pumped-storage Hydro-electric Power Station (2x325 MW);

B adapting the configuration, sizing, and increasing the technical standards of the transmission system to
prepare for the future connection of the electrification system of the Czech Republic to the UCPTE system in

Western Europe.




CEZ’s Investment Program from 1994 to 2000 (in billion KE)

Investment activities Total budget Expensed Lefi to spend
1994 - 2000 in 1994 1995 - 2000
The Temelin Nuclear Power Station 42.5 8.1 34.4
Desulphurization 21.2 4.7 16.5
Fluidized boilers 5.9 0.9 50
In-process storehouse for spent fuel at Dukovany 1.1 0.2 0.9
Waste economy - 7.6 1.8 58
Operation 122 2.3 9.9
Hydro-electric power stations 35 1.2 23
Transmission system 8.7 1.5 7.2
QOther investments including reserves 24.0 3.6 22.7
Total 126.7 24.3 104.7

The Prunéfov Power Stations are one of the largest producers of electricity and h'eat in the Czech Republic
In 1995, the Prunéfov Power Stations will install desulphurization equipment, becoming the second power station managed by CEZ, a. s., to
do so. Four units with a total capacity of 440 MW will be desulphurized first. The remaining units will be desulphurized by August 1996.
A more than 90% decrease in sulphur dioxide emissions will markedly improve the air quality in North-Western Bohemia.

Major Projects Completed in 1994

B Successful guarantee tests at the 5th and 6th units in the Poerady Il Power Station concluded the first stage in
lowering the emissions in Northern Bohemia. The first sulphur-removal mechanism, which desulphurized an installed
capacity of 2x200 MW, was built by Skoda Praha, a.s., OTES, a.s., and Saarberg-Holter-Lurgi GmbH (SHL). At the same
time, a production line to make drywall construction materials was put into operation in cooperation with the KNAUF

firm. It uses the waste of the desulphurization process and prepares it for further use in the building industry.

Other important activities included the completion of the 400 kV Temelin — Reporyje — Chodov and Dlouhé Stré-
né — Krasikov transmission lines, the Zelina small hydro-electric power station, activities directed towards lowe-
ring nitrogen oxides emissions in the Prunéfov || Power Station, the reconstruction of fly-ash separators in the

Poderady Power Station, and 74 other constructions, each with investment costs of over 10 million K&.




The averall view of the building site of the Temelin Nuclear Power

Station

The construction of the Temelin Nuclear Power Station is the largest
investment of CEZ, a. s.; by the end of 1994, 42.1 billion K¢ have

been invested in the project.




Constructions in Progress
Temelin Nuclear Power Station

B When finished, the Temelin Nuclear Power Station will be the largest source of power in the Czech Republic
and, together with the Dukovany Nuclear Power Station, will increase the nuclear power portion of generated elec-
tricity to almost 50%. The operation of the Temelin Nuclear Power Station will help CEZ, a. s., meet the environ-
mental pollution limits stated in the Environmental Protection Act of 1991. Temelin’s units will provide the base

load, and their parameters will meet the requirements for connection to the Western European UCPTE network.

As the safety requirements for nuclear power stations continue to increase, the project to build the Temelin
Nuclear Power Station underwent expert assessments to determine if it is able to meet the requirements valid in
Western Europe and the United States, especially regarding the licensing. This testing was based on the adapta-
tion of a similar power station type in Finland, the Loviisa nuclear power station. The review and project testing
process was realized in four successive stages. The most important were the expertise of the International Agen-
cy for Atomic Energy Agency (IAEA) and the inspection of the project, including the construction, by an inde-
pendent international team of experts. The results of the independent inspection showed that if their recommen-
dations are accepted, the Temelin Nuclear Power Station should be able to obtain its license to operate at Western

European standards in the mid 1990’s.

The major recommendation was to alter the original Russian automatic control system of technological pro-
cesses (ACSTP) and to upgrade the active zone of the reactor by using a more modern fuel. CEZ, a. s., accepted
these recommendations which were confirmed by the domestic state nuclear safety supervisors. In the bidding
proceedings, entered into by well known international companies, CEZ, a. s., selected Westinghouse Electric Cor-

poration to carry out the recommended alterations in ACSTP and nuclear fuel.

0On the basis of the bidding proceedings, CEZ, a. s., signed four contracts. In May 1993, a contract was sig-
ned between Westinghouse, Skoda Praha, a.s., and CEZ, a. s., to supply the automatic control system of tech-
nological processes. Another contract to supply a radiation monitoring system was signed between Westing-
house, Skoda Praha, a.s., and CEZ, a. s., in March 1994. Also in March 1994, a contract was signed between
Westinghouse, Skoda Jaderné strojirenstvi Plzefi s.r.0., Skoda Praha, a.s., and CEZ, a. s., to supply a technical
diagnostic monitoring system. Finally, a contract to supply nuclear fuel and reléted services was signed between
Westinghouse and CEZ, a. s., in May 1993.

The alterations in the technical dimension, especially in ACSTP and fuel, required coordination of the original
Russian project and Czech regulations with the requirements valid for foreign suppliers. Therefore, Energopro-

jekt Praha, a.s. amended the original project in cooperation with all the other participants in the construction.




The volume of additional work to be completed exceeds the original schedule, especially regarding cabling, and,
therefore, the delivery of fuel will be postponed from the original dates to September 1996 for the 1st unit and
March 1998 for the 2nd unit.

According to contracts between CEZ, a. s., and its partners, the present budgeted cost (including capitalized
interest) to build the Temelin Nuclear Power Station amount to 76.1 billion K&.

The original contracts for the project and supply for the Temelin Nuclear Power Station were signed at a time
when Act No. 109 of 1964 as amended, known as the Economic Code were still valid. The legislation was chan-
ged during the course of construction, mainly by Act 513 of 1991, known as the Commercial Code. A substanti-
ally improved contract governed by the Commercial Code was signed in June, 1995. Significantly, it transfers the

ownership of delivered buildings and equipment under construction to CEZ, a. s.

The financial analysis of the construction shows that at the end of 1994, 42.1 billion K& had been expensed
against the total budgeted costs. Project related loans will provide 11.4 billion K& of the remaining approximate-

ly 34 billion K&. Additional financing will be provided for from CEZ’s sources of global financing.

An important stage in the licensing process of the Temelin Nuclear Power Station was presently concluded. It was
the assessment of the changes in the automatic control system of technological processes. The changes will inc-
rease nuclear safety and the operational reliability of the power station compared to the original Russian model,
and increase the ability to deal with critical situations. These alterations, however, will not affect the technical lay-
out of the construction, the parameters of the safety zone, the power consumption, water demand, nor the capa-
city of networks. It is mostly a change in the system of transmission and analysis of information. This change
was approved by all the involved authorities. Since the construction changes are minimal, the final judgement on
nuclear safety and the ensurance of quality will play the key role. Therefore, the local authorities decided in Decem-
ber 1994 that the changes in ACSTP will be judged as a part of the final nuclear power station inspection before
commencing operations. This decision allows for the implementation of the changes without risking administra-

tive delay.

Another important development is a permission obtained to use the water of the Vitava River. The authoriza-
tion came into effect by a decision of the Ministry of the Environment on April 18, 1994. It ailows the future ope-
rator of the Temelin Nuclear Power Station to draw water from the Vltava and to release the used water back into

the river because it was clearly proved that the used water will not negatively influence the Vltava.

Finally, the management of the project was upgraded by appointing a member of the Board of Management
with specific responsibility for the Temelin project.




The Dukovany Nuclear Power Station — an Interim Spent-fuel Storage Project
W After obtaining of a construction permit, work began on an interim spent-fuel storage project in the area of
the Dukovany Nuclear Power Station in June 1994. The storehouse, with the capacity of 600 tons of spent fuel,
represents the first step in CEZ’s concept for the final stage of the fuel cycle. The storehouse, designed by the
GNS — Nukem consortium, provides for the dry storage of spent fuel and will be put into operation in 1995. The
production continued of a transport carriage for the Castor 440/84 containers, as well as work related to the licen-
sing of the containers and safety documentation. Until transported to the in-process storehouse, the spent fuel
is kept in store basins which were made more compact in 1994. This has more than doubled the spent fuel sto-

rage capacity of each basin situated in the reactor room.
The Gentral In-Process Storehouse for Spent Nuclear Fuel

B In 1993, Terplan Praha worked out a variety of locations for the central in-process storehouse for spent nuc-
lear fuel from the Dukovany and Temelin nuclear power stations. Based on investigations carried out in 1994, the-
se locations are presently being evaluated according to several criteria, such as nuclear safety, the requirements
of the Construction Law, and Act No. 114 of 1992 regarding the protection of nature and the countryside.

In the beginning of 1995, the number of suitable locations for the central in-process storehouse was narro-

wed down; it will be necessary to put it into operation by the end of 2004.
The Desulphurization Program

B The desulphurization program continued in 1994 by the desulphurization of the Prunéfov | and [l power sta-
tions and the construction of the first fluidized boiler in the Tisova Power Station. The construction of desuiphu-
rization equipment at both the Prunéfov | and Il power stations is in accordance with the updated time schedu-
le, and is prepared to meet the contracted deadlines. The construction of the first fluidized bed boiler in the Tisova

Power Station progresses, despite its demanding nature, according to the construction schedule.

Throughout 1994, preparations continued to build desulphurization equipment at the Mélnik, Détmarovice,
and Chvaletice power stations, and at the 6th unit of the Tisovd Power Station. Even though the schedule is pus-

hed to the limit, the commencement of operations of these mechanisms in 1997 and 1998 is not yet threatened.



The Dlouhé Strané Pumped-storage Hydro-electric Power Station

B Flexible sources of electricity play an important role in the electrification system. Therefore, the Dlouhé Stra-
né Pumped-storage Hydro-electric Power Station was built. Its construction was completed; however, there was
a serious breakdown of the generator during the test run of the 1st unit on June 10, 1994, which postponed this
unit's commencement of operations, originally scheduled for 1994, and led to necessary technical adjustments
of both units of the power station. The breakdown occurred in the equipment supplied to the company, and the
committee investigating the accident confirmed that it was not caused by GEZ, a. s. The new test run is schedu-
led in March 1996 for the 1st unit and in August 1995 for the 2nd unit.

Contracts Signed in 1994 to Supply Equipment to Desulphurize Flue Gases
Using Wet Limestone Method with more than 90% Desulphurizing Efficiency

Power station _Supplier Date of signing
B the contract

The Poterady Power Station, Hoogovens Technical Services,
units 2,3,4 (3x200 MW) Energy and Environment BV, Holland March 29, 1994
The Ledvice Power Station, Consortium of Austrian Energy and
units 2,3 (2x110 MW) Environment SGP/Waagner-Biro GmbH, "a

Austria, and Vitkovice, a.s., Czech Republic April 25,1994
The TuSimice 11 Power Station, Consortium of Chiyoda Corporation,
units 1,2,3,4 (4x200 MW) Japan, Burmeister and Wain Energi A/S,

Denmark, and Marubeni Corporation, Japan May 27, 1994

Signed Contracts to Supply Fluidized Bed Boilers (1994)

Power station ~ Supplier Date of signing
the contract
‘The Hodonin Power Station, Austrian Energy and Environment o
1st and 2nd fiuidized boilers SGP/Waagner-Biro GmbH, Austria
(2x170 t/hour) June 7, 1994
The Pofici Power Station, CNIM S.A., France,
1st fluidized boiler (250 t/hour) A. AHLSTROM Corporation, Finland,
and CdF INGENIERIE, France September 27, 1994




Other Gonstructions

B The other 54 constructions prepared during 1994 included significant and investment-demanding projects
as the installations of a new pilot system and electric separators at the Prunéfov Power Stations, and the con-
struction of the 400 kV transmission line from Piestice ;[o Etzenricht in Germany. The total investment costs of
constructions beginning in 1995 and 1996 will exceed 13 billion K¢.

E One of the company’s major objectives is to be with the other CENTREL countries (a group including the
Gzech Republic, Hungary, Slovakia, Poland) connected to the UCPTE system of Western Europe. Therefore, many
technical adaptations are conducted in both the transmission system and individual power stations to attain the
technical prerequisites that permit such a connection. During 1994, many of these adaptations were planned,
particularly concerning the plans to prevent system disturbances, to increase the dynamic abilities of power
station units (primary and secondary regulation of generators), and to create a telecommunication network based
on optical fibres between plants and the central controls of the electrification system. The total costs directly
related to the connection to the UCPTE system will not exceed 1.2 billion K¢.

B The fly-ash and nitrogen oxides emissions from CEZ’s power stations were, as planned, gradually being
lowered. These measures are carried out to meet the requirements of the Clean Air Act of 1991 to lower the
pollutant emissions by the end of 1998.




The program to improve the condition of the environment is one of

the major priorities of CEZ, a. s. The program outlines several ways
to attain improvement. These include decommissioning of some
power station units, the desulphurization of other units, the use of
fluidized technologies for burning, using desulphurization products to
make building materials, and the introduction of an ecological
manner of storing solid waste from fossil power stations in the form
of an inert compound. CEZ, a. s., spends large amounts of money (o
significantly lower the pollution caused by its power stations.

In 1991, these power stations contributed 20 to 70% of the pollution
in various locations; in 2000, the power station pollution will drop

oS5t 10%.




GEZ’s Attitude towards the Environment

B The fundamental business strategy of CEZ, a. s., is to produce electricity and heat in an environmentally res-
ponsible manner. The first step to fulfil this strategy is to meet the requirements of environmental legislation.
Based on Act 309 of 1991 (the Clean Air Act), the Directive issued by the Federal Environmental Committee on
June 23, 1992, determined the emission limits for solid pollutants, sulphur dioxide, nitrogen oxides and carbon
oxide (in mg/Nm3). These limits apply to newly built sources of air pollution, to stationary fuel-burning equip-
ment with a nominal thermal output higher than 5 MW. The Atmosphere Protection Departments of the Czech
Environmental Inspection set December 31, 1998 as the final deadline by which even CEZ’s older power stations

and power-and-heating plants that burn solid fuel must comply with the emission limits for new sources.

The Emission Limits

(mg/Nm?)
| Pulverized-fuel boilers Pulverized-fuel boilers Fluidized boilers
with heat output with heat output
of 50 MW up to 300 MW over 300 MW
Power stations Tisové Prunérov Il Tisovd (2 x 350 t/h)
Prunéov | Tugimice Il Ledvice (1 x 350 t/h) |
Tusimice | Pocerady Pofiéi (2 x 250 t/h)
Ledvice 1l Ledvice | Hodonin (2 x 170 t/h)
Melnik 11 Mélnik 11
Pofici Chvaletice
Dvtir Krélove ™ Détmarovice
Néachod =
Hodonin
Fly-ash 100 100 50
Sulphur dioxide | 1,700” 500 500"
Nitrogen oxides | 650 650 400
Carbon oxide 250 250 no limit set

) Power-and-heating plants

“ There is a set minimum limit of desulphurization efficiency for sulphur dioxide emission limits:

a) for pulverized-fuel boilers — 1,700 mg/Nm?.....70%

b) for fluidized boilers

- 500 mg/Nm......85%
—500 mg/Nm?.....75%




Besulphuriz_aﬁm equipment installed at the 5th 200 MW unit of the

Poéerady Power Station

Desulphurization equipment was put into operation on October 27,
1994 Tt is the first desulphurization equipment installed in the Czech
Republic. At the end of 1994, another such equipment was put into
operation at the sixth unit. The operation of this equipment has pro-
ved more than 95% efficient in desulphurizing waste gases. By the
end of 1998, desulphurization equipment will be fitted to fossil power
station units totalling 5,840 MW. The use of fluidized technologies of
burning is another important part of the environmental program of
CEZ. a. s. These technologies will be employed in the Tisovd, Ledvi-
ce, Porici, and Hodonin power stations, Those fossil power station
‘units whose age and technical condition prevent their effective
desulphurization or alteration of the technology of burning, are being

gradually phased out of operation,




CEZ’s Program to Reduce Fossil Power Station Units’ Capacity

Power Unit | Inst. | 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999
station capac.
i MW
Mélnik 11 Uu7,8] 220 Jan.1,1999
Pofitl TG1 | 55 Jan.1,1999
Chvaletice U2 200 Jan.1,1998
Tisova TG4 | 50 Jan.1,1998
Hodonin TG1 | 50 Oct.31,1997 o
Ledvice Ui 200 April 15,1997
Tu§imice | U4 110 March 31,1997
TuSimice | Us 110 March 31,1997
Hodonin TG2 | 50 Jan.1,1995
Hodonin TG 3*| -40 June 1,1996
TuSimice | U3 110 July 1,1994
Ledvice Us 110 Feb.1,1994
Pogerady U1 200 Jan.1,1994
Tugimice | uz | 110 June 1,1993 =
Hodonin TG 3*| 55 Jan.1,1993
TuSimice | Uit 110 March 31,1992
Prunéfov | Ut 110 Jan.1,1992
Tisova Il Us 100 Jan.1,1992
TuSimice | Ub 110 June 30,1991
Tisova Il uz 100 Jan.1,1991
Prunéfov | uz2 110 Jan.1,19911
Accumulated reduction in MW 0 320 640 805 1,225 1,275 1,235 1,706 1,955 2,230

* A new turbo-generator TG 3 (40 MW} is being built in the place of the original TG 3 (55 MW). It will commence operations on June 1, 1996.

Fulfilling the Clean Air Act Requirements by CEZ’s Fossil Power Stations
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CEZ’s Concrete Achievements in Environmental Protection in 1994

B Atthe end of 1994, only one third of CEZ’s total installed capacity, i.e. 3,378 MW out of 10,235 MW, complied with
the conditions of operation which will come into effect as of January 1, 1999. These were 1,760 MW of nuclear power

stations, 1,218 MW of hydro-electric power stations, and 400 MW of desulphurized fossil power stations.
Throughout 1994, environmental activities of the company focused particularly on the following:

B A desulphurization equipment based on wet limestone washing with a minimum 95% efficiency was successful-
ly completed and put into operation at the 5th and 6th units of the Poderady Il Power Station (2x200 MW). At the same
time, a plant was put into operation which processes desulphurization products from this power station and produ-
ces sheets of drywall. This plant was built in cooperation with the German firm KNAUF. By the end of 1994, 400 MW

of capacity were desulphurized which represents 5.5 % of the total installed capacity of fossil power stations.

B Constructions continued of desulphurization equipments in the Prunéfov | (4x110 MW) and Prunéfov ||
(5x210 MW) Power Stations, and of the first fluidized boiler (350 t/hour) in the Tisova Power Station. After they
commence operations, 2,000 MW, or 28% of the total installed capacity of fossil power stations will be desulphurized.

B Contracts were signed to supply desulphurization equipments for the Tugimice || Power Station (4x200 MW), for the
2nd and 3rd units of the Ledvice Il Power Station (110 MW each), for the 2nd, 3rd, and 4th units of the PoCerady |
Power Station (200 MW each), and to construct fluidized boilers in the Hodonin and Pofi¢i power stations. After
their completion, 3,940 MW, or 54% of the total installed capacity of fossil power stations will be desulphurized.

B In March 1995, bidding proceedings were concluded to desulphurize the Chvaletice (3x200 MW) and Détma-
rovice (4x200 MW) power stations. Preparations continued to construct a fluidized boiler (350 t/hour) and to
desulphurize the 6th 110 MW unit in the Tisovd Power Station, to desulphurize the Méinik 11 (2x110 MW) and M&l-
nik 11 (1x500 MW) power stations, and to construct a fluidized boiler (350 t/hour) in the Ledvice Power Station.

B Atotal of 2,230 MW of capacity in obsolete fossil power station units will be gradually phased out of operation
by the end of 1999. A total of 1,225 MW has already been put out of operation by the end of 1994; and 1,005 MW
are still to be phased out.

B The exchange of an electric fly-ash separator was completed at the 2nd unit of the Ledvice Power Station, and so
was the exchange of the active parts of an electric separator at the 1st unit of the Chvaletice Power Station. The exchan-
ge of an electric separator began at the 9th unit of the Mélnik [| Power Station, and the construction of new filters at the
B 3 hoiler in the Dvir Kralové Power-and-Heating Plant and at the B 4 boiler in the Nachod Power-and-Heating Plant.

M Preliminary steps were taken to lower the nitrogen oxides emissions in individual power stations. In 1994, these steps
were carried out at selected hoilers of the Détmarovice, Prunéfov [, Prunéfov II, and TuSimice 1l power stations; in the

past, they were implemented in the Chvaletice Power Station (all boilers) and the Ledvice Power Station (two boilers).




The Electricity Conservation Activities
B Counselling, Distributing Information, and Publishing Activities

The Information and Counselling Center of CEZ, a. s., was opened at the headquarters of the company, at
29 Jungmannova Street, Prague 1, in October 1994. It houses a permanent exhibition of how to economically uti-
lize electricity in households and in the construction industry, and offers an opportunity to question experts about
real problems. A great deal of informative materials is at the disposal of the visitors to help them solve their elec-
tricity problems. The Center organizes regular theme days focusing on topics such as solar and ancillary heating,
light sources and lighting, small hydro-electric power stations, financial support of power conservation, and ther-
mal measurements.

Also in 1994, the Information Center of the Dukovany Nuclear Power Station and the Counselling Center for

Small Hydro-electric Power Stations in Brno were opened.
@ Economical Lighting

The company, together with the Agency for Power Engineering of the Ministry of Industry and Trade of the
Czech Republic, sponsored the sale of 140,000 economical compact fluorescent lamps that can save up to 80%
of electricity compared to regular light bulbs. CEZ, a. s., contributed 10 out of the 16 million K& necessary to sub-
sidize this activity. According to experts, the full employment of these fluorescent lamps could lower the instal-
led input for lighting by 9 MW and annually save 10,200 MWh of electricity. CEZ, a. s., organized an experimen-
tal project in two highrise buildings in Prague 10 to assess the potential savings in greater detail and to find out

if these electricity savings are realistic.
W Power Usage Inspections

CEZ, a. s., financed power usage inspections in schools and child care institutions in the environmentally
burdened area of Northern Bohemia, in the towns of Most and Litvinov. This inspection intended to promote the
economical use of energies, particularly for heating buildings and service water. The results are to be demon-
strated through concrete projects in a way fully applicable to similar establishments elsewhere. The conclusions
of the inspections, along with proposals for conservation measures, were handed over to the local authorities

dealing with the matter.
W Power Assessment of Electrical Appliances

In 1994, the Electrotechnical Testing Institute carried out tests on 14 types of automatic washing machines.
The results were published in the ,D Test monthly. Similar tests have been carried out with electrical hot-water
heaters; they should be concluded in 1995. Beginning in 1996, electrical appliances will carry information about

their power efficiency. This intends to promote the use of the most electrically efficient appliances.




The wind power station situated in Dlouhd Louka near Osek in the Krusné Hory Mountains

One of the ways in which CEZ, a. s., helps the environment is the construction of renewable sources of power.
In addition to new hydro-electric power stations, this includes solar and wind power stations. CEZ’s first expe-
rimental wind power station, Dlouha Louka near Osek, has been in operation since the end of 1993. In 1995,
CEZ, a. s., will put into operation a farm of wind power stations and a solar power station in the Jeseniky Moun-

tains.




B Experimental Ecological and Power Engineered House

In the course of 1995, an experimental ecological and power engineered house will be completed in the
village of Podoli in the suburbs of the town of Brno. The canstruction is financed mostly by the Ministry of Indust-
ry and Trade of the Czech Republic, CEZ, a. s., and the Technical University in Brno. The aim of this experimen-
tal house is to prove that the latest energy saving technologies are realistic. The building will use hot-water and
hot-air solar collectors, photovoltaic cells, underground reservoirs of hot water, underground reservoirs of heat
in heated rock, and an accumulator room for storing excess electricity. The building will also house CEZ’s

training center, including laboratories and lecture rooms.

Promaotion of Renewable and Non-traditional Sources of Power

B The renewable sources of power are water, biomass, wind and solar radiation. While water is commonly used
to generate electricity, other renewable sources are, and in the near future, will remain only supplementary power
sources for the Czech Republic and CEZ, a. s. The company presently operates only one wind power station
with the capacity of 315 kW in Dlouh4 Louka near Osek (in the Kru$né Hory Mountains) which was put into
operation in November 1993.

B Afarm of wind power stations with the total capacity of 1,500 kW is presently undergoing tests. It is situated
on Mt. Mravenecnik in the Jeseniky Mountains near the top reservoir of the Dlouhé Strané Pumped-storage
Hydro-electric Power Station. Nearby, also undergoing tests, is a photovoltaic experimental power station with
the peak load of 10 kW. The biomass is presently being tested as an alternative fuel for a selected unit of some

of the older fossil power stations, as is the use of gas released from public landfill sites.

®m CEZ, a. s., PraZské teplarenska, a. s., Prazska Energetika, a. s., and the B&chovice Fuel Research Institute
participate in an experimental project that should prove the possibility of utilizing the waste gas from the Dolni
Chabry (Prague 8) public landfill site for power engineering purposes. As a part of this project, cogenerating units
will be installed which utilize the waste heat from the burning of natural gas, or the heat from exhaust gases of
internal combustion engines to generate electricity and heat. The heat will be used to heat buildings in the Dab-
lice housing estate of Prague 8. A similar project, using American experience, will be carried out in Modfany,

Prague 4.




The 400/110 &V transformer station Koéin (at Temelin)

CEZ, a. s., also operates transformers which supply the 110 kV
networks of the individual distribution power works. The Kocin
transformer station, which has been in operation since the beginning
of 1995, is a part of the investment program directed to a future
synchronous connection to the Western European UCPTE system.
The results of practical tests have already confirmed that CEZ, a. s.,
is capable of meeling the strict criteria for cooperation with Western

European companies.




The Origin of the Transmission System as an Independent Organizational Unit

W In addition to electricity generation, the transmission of electricity is a fundamental activity of CEZ, a. s., in
accordance with the Energy Act of 1994. CEZ’s transmission system consists of the 400 and 220 kV transmissi-
on line systems, the 400/110 kV and 220/110 kV transformer stations, and the dispatching system. The trans-
mission system connects all the significant junctions of the electrification system in the Czech Republic and
provides for international cooperation. In 1993, CEZ, a. s., formed the Transmission System division as an inde-
pendent organizational unit to specify the role of the transmission system within the company and to comply with
the recommendations of the European Union. This division deals with the development, construction, operation,

maintenance, and control of the transmission system.

B During 1994, the organizational structure of this division underwent several major changes to increase
the internal economic independence of the transmission system and central controls within the company. On
April 1, 1994, the Central Control section was created to replace the former Czech and Slovak Central Power
Control which operated the electrification systems of both the Czech and Slovak Republics and which was ter-
minated on March 31, 1994. The new economic section of the division was formed to clearly organize the entire
economic agenda related to the transmission system. Also, decentralized operational units of the Operational
Controls division were established: ,North“ at the Hradec near Kadai 400/220 kV transformer station, ,Center®
at the Praha — Chodov 400/110 kV transformer station, ,South* at the Kocin 400/110 kV transformer station, and
,East” in Ostrava. These units daily monitor local technical equipment, indicate necessary maintenance and
repairs, find appropriate suppliers for them, and see to their completion. On January 1, 1995, the company
purchased the Hradec near Kadan 400/220 kV transformer station from Severoceska energetika, a. s.

The Capacity of the Transmission System as of December 31, 1994

B The transmission system consists of 2,817 km of 400 kV lines and 1,553 km of 220 kV lines. There are also
131 km of 110 kV lines supplying electricity to the 110 kV networks.

W The fransmission system is fully capable of carrying the year maximum load and reliably supplying domes-
tic customers throughout the entire area. It ranks among the first in comparison to other member states of the

Central Control Organization.

H The capacity of the 400/110 kV and 220/110 kV transformation output at the junction points between the
transmission system and the power distribution companies’ networks was 12,620 MVA as of December 31, 1994;
the system was used to only 50% of its potential. This figure ensures that the load demands of major consumers

can be covered with sufficient reserves.




B The configuration of the system not only provides for international cooperation within the CENTREL power
engineering group (the Czech Republic, Hungary, Poland, Slovakia), but it also allows for the future connection
to the UCPTE system of Western Europe with whose standards it complies. CEZ’s extensive interior transmission
networks and a number of international transmission lines are designed to provide reliable international electri-

city transit services and an automatic assistance to neighboring systems in the event of a breakdown.

M During 1994, preparations of the synchronous connection to the UGPTE system continued. By the end of
1994, most technical requirements were met, especially those regarding the primary and secondary regulation
of frequency and output. Work is continuing on the ,,pilot junctions® project related fo voltage and reactive power
flow regulation, and on the 400 kV line connecting the electrification systems of the Gzech Republic and Bavaria

(Pfestice - Etzenricht).

B There were two projects underway in 1994 which are extremely significant for the central control system. The
first one is the ,,Plan to Prevent the Czech Republic’s Electrification System from Extensive System Failures®, and
the second one is the ,Plan to Restore the Operation of the Czech Repubiic’s Electrification System in the Event
of its Complete Disintegration“. These projects were designed in cooperation with the power distribution
joint-stock companies, and under the supervision of UCPTE consultants (Electricité de France and Bayernwerke
AG). The plans will be gradually implemented during 1995.
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B Preparation and Education of Employees

In 1993, a systematic training of the company’s top management employees was launched. In 1994, another
stage of training, focusing on middle and low management employees, was planned in detail. This training will

begin in September 1995.

GEZ’s employees are continually updated on new computer software, including an automatic financial, mana-
gement, and information system of the company (AFMIS) which is currently being implemented; language
courses are available for both beginning and advanced students; and the company also offers specialized

courses to increase the qualifications of investment section employees, secretaries and so on.
B Information System

In 1994, the information section installed a universal office system in more than 2,300 workplaces. This is
a starting point to create a new integrated information system within CEZ, a. s. The users of the system under-
went training to unify the software and, consequently, to make the data compatible and enable the use of

electronic mail.
B Social Policy

In 1994, a social fund of 126 million K¢ was created, out of which 78 million K& was designated to provide
contributions for catering, recreation, medical care, social aid to accommodate burdensome financial situations,
and other purposes determined by the rules of the social fund agreed upon in the Collective Agreement. The Board
of Directors increased the fund by an additional 26 million K& designated to bridge time until July 1995 when
a proposal regarding the division of 1994 profits will be presented to the general meeting of the shareholders.
A further 20 million K& was earmarked for the supplementary retirement insurance of employees, which was not
drawn on in 1994, and has been transferred as a balance to 1995. Two million K¢ was designated to contribute
to the accommodation and moving expenses of employees. Apart from that, 25 million K& were permanently set
aside to provide for non-interest loans to employees for housing purposes, or to accommodate burdensome
financial situations. In the last quarter of 1994, the system of supplementary retirement insurance of employees
was completed. Employees can start collecting their contributions beginning in January 1995. According to this
system, the employer will contribute to the supplementary retirement insurance of its employees as arranged with
the Energie Retirement Fund. This fund, which manages the supplementary retirement insurance of GEZ’s

employees, is designated for the public as well and can, therefore, be used by all shareholders of CEZ, a. s.




The Number of Employees of CEZ, a. s.

July 1, 1990 _ 37,151
Dec. 31, 1992 — 16,263
D, 5, 1980 — _—
Dec. 31, 1994 _ 12,143

H The number of employees decreased considerably between 1990 and 1992 due mainly to organizational
changes. In 1990, all regional power distribution works were separated from the state-owned Czech Power Works
and in 1991, the North-Bohemian Power-and-Heating Plants, Energostroj Chvaletice, the Otrokovice Power-and-
Heating Plant, and the Karvind Power-and-Heating Plants were separated. Several others separated from the state
enterprise and were privatized in the first wave of the coupon privatization in May 1992: the Praha Power-and-
Heating Plants, the Opatovice Power Station, the South-Moravian Power Stations, the Ostrava-Karvind Power
Stations, the Teplice Engineering Works, the Brno Power Engineering Works, the Energostrojirny Velké Mezifici
Engineering Works, the Energodilny Pardubice Engineering Works, the EnergomontéaZe Liberec Engineering
Works, the Energovod Works, and Orgrez.

B In 1994, the lowering of the number of employees continued in accordance with the business plan. The objec-
tive is to achieve an effective organizational structure comparable to that of the best European companies. To
accomplish this task, executive teams were established for individual areas: operational-technical, personnel-

administrative, investment, economic, and information activities.

W All efforts were directed towards the completion of the company’s transformation, i. e. towards a further sepa-
ration of activities that are not directly involved in CEZ’s major activity and whose products can be more econo-
mically obtained elsewhere. Even the activities that remain the company’s objective were streamlined to ensure
a sufficient volume of quality work, and, in the long run, to unify the organizational structure and to carry out

changes in the structure of employees.

B As of December 31,1994, CEZ, a. s., had 12,143 employees. The number of employees decreased by 1,580
(or 11.5%) compared to the same date in 1993. The total decrease in the number of employees compared to the
time of the company’s origin, May 6, 1992, is 4,264 (or 26%).




H The Concept of Quality Control

In the middle of 1993, measures were prepared to fundamentally change the present interpretation of quality
control. The objective of these measures is to reach the level of the leading West-European electricity companies.
This strategy uses the 1ISO 9000 Czech State Norm as the foundation to establish and maintain high quality stan-

dards, and to create and adopt an efficient method to continuously improve the management of all activities.

To prepare for this task, a point of departure was established through assessments made in 1993 and 1994,
The company organized training courses for its top management employees, and a universal method fo impro-
ve activities was gradually implemented. The Board of Directors subsequently issued a company-wide program

to introduce the quality system which will be a means to achieve its business objectives.
M The Changes in the Organization Structure

Since the beginning of 1994, there has been a new element in the organization structure of CEZ, a. s., the Secre-
tariat of the Board of Supervisors. In the course of the year, two new sections were formed, The Electricity Survey
and The Nuclear Safety. The Nuclear Power Stations division was dissolved and replaced by two organizational units,
The Dukovany Nuclear Power Station and The Temelin Nuclear Power Station, and three sections, The Nuclear Invest-
ments, The Operation of Nuclear Power Stations, and The Fuel Cycle of Nuclear Power Stations. The Hydro-electric

Power Stations division was dissolved as well and replaced by the Hydro-electric Power Stations organizational unit.

At the turn of 1994 and 1995, the Telecommunications and Control Systems section in the Transmission System
division was dissolved, and its activities were transferred to the Headquarters Telecommunications section. At the same
time, The Property Management Praha organizational unit was dissolved and its activities were transferred into the
newly formed Property Management section and other current Headquarters sections. The new Planning and
Analysis section was formed at the Headquarters to deal with the budgetary and medium-term financial stability of the
company. The Headquarters also formed The Accounting and Financial Management Information Systems project team
to develop and implement accounting and financial systems, and The Temelin Nuclear Power Station Construction
project team to manage, coordinate and counsel the construction and commencement of operations of the Temelin

Nuclear Power Station.

Educational Background of CEZ’s Employees

\\ University graduates
16 % — 1,998 people

Incompleted education
45 people

\-

Basic education
8 % — 937 people

Secondary education
with apprenticeship

41 % — 4,978 people

Secondary school graduates
35 % — 4,185 people




A model of a reactor core in the Information Center

at the Dukovany Nuclear Power Station

This model shows a VVER 440 pressurized-waler reactor, type V 213. Four such reactors, each with an output
of 440 MW, are installed in the Dukovany Nuclear Power Station. The Dukovany Nuclear Power Station toget-
her with the DaleSice Pumped-storage Hydro-electric Power Station and the Slavétice switching station form

a complete electric power complex. Its quality has been confirmed by its ten years of reliable operation.

The Information Center of the Dukovany Nuclear Power Station

The modern information center opened on November 24, 1994 (o promote betler public understanding of nuc-
lear power engineering. The Information and Counselling Center was opened last year in CEZ’ headquarters
on Jungmannova Street in Prague. The center provides counselling services concerning the economical use of
household electricity. Also in 1994, CEZ, a. s., estab-
lished the Counselling Center for Small Hydro-elec-
tric Power Stations in Brno, serving both laymen and
experts. [t is the mosl extensive and specialized coun-
selling center in the Czech Republic. These counsel-
ling activities are an integral part of CEZ’s extensive

and outgoing communication policy.
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An Open and Outgoing Communication Policy

CEZ’s open and outgoing communication policy reflects the public’s interest in the company’s activities. The
attention of shareholders, investors, the media, and environmental organizations provides many opportunities to
communicate. ,An Answer to All Questions” was a motto of the 1994 communication strategy. The motto was
fulfilled both by the company’s press department, which issued dozens of press releases and informational mate-
rials to journalists, answered hundreds of questions and organized twenty press conferences, and by virtually all
the company’s empioyees. CEZ, a. s., strives to be a trustworthy electricity company that is attractive to share-
holders and investors, beneficial to people, considerate to the environment, and that consistently supports the
development of regions of the country within its sphere of activity.

In 1994, special attention was paid to nuclear power. A monthly newspaper was published to keep people
living in the neighborhood of either nuclear power station well informed and to establish good relationships with
them.

The results of the communication policy are reflected in the opinions of the public regarding nuclear
power stations. Support of nuclear power stations increased throughout 1994, and now most citizens of the
Czech Republic are in favor of the completion of the Temelin Nuclear Power Station. The public opinion polis also
showed a positive shift in the public opinion about the construction of the central in-process storehouse for spent
nuclear fuel.

Public Agreement with the Completion of the Temelin Nuclear Power Station

Percent of people questioned in 1994

— 58 % 65 %
52 % July November
April




Information centers are open and available at both the Dukovany and Temelin nuclear power stations for any-
one interested in nuclear power engineering. According to experts, the newly opened center at Dukovany ranks
among the best of its kind in the world. The nuclear power stations were visited by more than thirty thousand

people last year, including several hundred visitors from Austria.

The visit of the Czech Government delegation io the Temelin Nuclear Power Station
On October 27, 1994, the Prime Minister of the Gzech Republic, Véclav Klaus, the Minister of Industry, Viadimir Dlouhy, and the Minister of
the Environment, Vaclav Benda, visited the Temelin Nuclear Power Station.

The Sponsorship Program

In 1994, CEZ, a. s., gave financial contributions to health care organizations, the social sphere, environmen-
tal activities, the development of towns, and educational and other projects. CEZ, a. s., particularly supports the

regions which are within the sphere of its activity, and projects which comply with stated company criteria.

B The largest amount of money was donated to support environmental and health care projects in the sur-
roundings of CEZ’s power stations. In cooperation with the Olga Havlova Good Will Foundation, the company con-
tinued its most extensive project, the support of medical care, especially of children, in Northern Bohemia. In
1994, more than 6,000 children went for convalescent stays in the Czech Republic and abroad. CEZ, a. s., dona-
ted 36 million K& towards these stays, and another 24 million K& to buy medical equipment. Since the results of

this cooperation were very satisfactory, it will continue in 1995.

B A new contract to provide 45 million K& towards additional convalescent stays and further aid to North-Bohe-

mian health care was signed in the PoCerady Power Station in December 1994,




6 % Education and support of youth activities
17%  Other
26 %  Health care and the social sphere

51%  Ecology and the development of towns

The Support of Education

B An educational program for schools, called ,,Energy for Everyone®, cooperation with environmental orga-
nizations, and participation in various exhihitions play a significant role within the informational activities of
CEZ, a. s. All elementary and secondary schools in the Czech Republic can receive upon request educational pro-
grams, informational booklets, video films, and various activities to help increase young people’s knowledge about
power, power engineering, and the generation and utilization of electricity. Schools are very interested in the offe-

red programs and, according to polls, evaluate them very positively.

| In 1994, more than 2,100 schools ordered over 200,000 printed informational materials. On the basis of the
orders, 1,755 video films were sent to 1,480 schools. The demand for the Gamabeta educational dozimetric set

far exceeded the offer. The schools are also very interested in educational excursions to nuclear power stations.

B The four-volume program called ,,Up Three Steps into Life“, developed together with the Tereza educational
environmental organization, is an example of a modern and successful educational project. The children learn
independently and creatively to complete their own projects through energy conservation, waste economy, and

planting trees around their schools.

B ,The First Czech Picture Encyclopedia of Energy”, which started to come out in 1994 in the form of individual
copybook issues, is another example of a successful educational project. This encyclopedia is designed for secon-
dary school students and covers the entire field of power engineering. It can be used not only for teaching purposes

but also to inform the general public.

B CEZ a.s., also presents itself and communicates with the public through its participation in exhibitions and
fairs. In 1994, CEZ, a. s., had its own exposition at nine large and two smaller-scale domestic exhibitions, and,
as a member of the CENTREL organization, at the Power Gen 94 exhibition abroad. These exhibitions include
activities focusing on power engineering, electrical engineering, energy conservation, education, and ecology.
At these exhibitions, CEZ, a. s., had the opportunity to present its educational program for schools and its pro-
gram to help the environment. hll
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The joint-stock company CEZ follows in the path supporting

permanently tenable progress. The wise use of the gifts of nature is

a part of it. Electricity, us a kind of energy, is certainly such a gill.

To be happy, we do not need kilowatts and gigajouls. What we need is
light, heat, the help of medical instruments, machines, computers. and

telephones. That is the human dimension of power engineering.




B.usiness.PérIurmanc& in 1994

The company's most significant economic results in 1994 are compared with the 1993 results in the table

below.
K& min

v 48,816
Total revenues

1993 | 48,879

0 31,278
Total expenses

1993 | 29,538

1994 | 9,527
Net income

1993 E— 9,177

In 1994, CEZ's the net income was 9.5 billion K& which is 0.3 billion K& (or 3.8%) more than in 1993. This
favorable development was caused mainly by a marked decrease in the income tax base due to an energetic tax
policy, a lowered difference between the non-deductible and deductible items with a simultaneous decrease in

the income-tax rate from 45% to 42%,
The net income per share was 179 KE, this represents an increase of 4.7% compared to 1993.

Total revenues were 48.8 billion Ké with expenses amounting to 31.3 billion K. Pre-tax profit decreased
7.4% from 18.6 to 17.2 hillion K& due to the increase of expenses.

M The total revenues in 1994 were nearly the same as in 1993.

— The sales of electricity supplied to domestic customers were 44.1 hillion K& which is approximately the sa-
me as last year, while the volume of the electricity sold in the Czech Republic increased from 42 TWh in 1993 to
42.8 TWh in 1994, The company supplied electricity for prices about 1.6% lower than last year as a result of
advantageous rates for electricity supplies exceeding the originally contracted volume. CEZ, a. s., did not incorpo-
rate the 10% increase in household electricity rates which came into effect in July 1994.

- The sales of exported electricity decreased to 2.1 billion KE, reflecting the decrease in the export of electri-
city.




Business Performance in 1994

W Total expenses rose to 31.3 billion K& which is 1.8 hillion K& (or 5.9%) higher than in 1993.

— Fuel costs amounted to 11.6 billion KE and represented 37% of total expenses; their annualized increase was
0.4 billion K& (or 3%) despite the decreased production of electricity and lower specific fuel consumption in fossil

power stations.

— Material costs were 1.4 billion K¢, representing about 5% of total expenses, and their annualized increase
was 0.2 billion K& (or 13%).

— The expenses to purchase energy were 4.2 billion K&, representing about 14% of total expenses. They increa-
sed by 1 billion KE (or 32%), due mainly to the increased purchase of electricity caused by the donation of the
Mélnik | Power Station to Mélnik - Praha joint-stock cumpalny in the second half of 1993, and also due to the
purchase of electricity from Prazska teplérenskd a.s. which in 1993 sold electricity directly to the distribution
company.

- Repairs and maintenance costs increased to 2.6 billion K&, representing more than 8% of total expenses;
their annualized increase was 0.3 billion K& (or 9.5%) due mainly to a greater breadth of repairs and the transfer
of some maintenance to companies outside CEZ, a. s. This increase was compensated for by lower material and
labour costs.

— Other operating expenses were 3.1 billion K& which represented an annualized increase of 0.5 billion K&
(or 22%).
— Personnel expenses, amounting to 2.1 billion K&, slightly decreased in comparision with the last year, repre-

senting more than 6% of the total expenses.

— Depreciation of fixed assets increased slightly to 3.8 billion K& (or 5%). This item, which also provides
finances for the company’s developmental program, remains low (12% of total expenses) due to the relatively

low accounting value of the company'’s fixed assets compared to replacement value. i

—
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. Saies of Eleﬁtricily

B Net consumption of electricity in the Czech Republic increased by 3.2% in 1994. The higher demand was
met by increasing the import of electricity; the production of electricity remained basically the same as in 1993.
In 1993, the net export of electricity, which is the difference between the export and the import, was 2,104 GWh;
in 1994, it was only 445 GWh. The main cause for the decrease was that the export to Slovakia decreased by mo-
re than 800 GWh. Import of electricity increased due mainly to independent importers importing electricity for
power distribution joint-stock companies; this import amounted to 780 GWh, out of which 475 GWh were
transmitted by GEZ's transmission system..

W Consumption of electricity increased during the winter months. It was caused by a marked growth in the
direct electrical heating in both households and businesses; of 1,800 MW since 1992, and 1,200 MW in 1994
alone. This is clearly shown in the graph of the development in the week maximum loads of the electrification
system. The consumed output in some winter weeks of 1994 reached the figures of 1989, while the 1994 figu-
res outside the heating season are considerably lower than those of 1989. The graph shows the 1993 and 1994
maximum week loads in comparison to the figures of 1989 when the total volume of the electricity consumed (in
GWh) was the highest. There is an evident load increase in most weeks of 1994 compared to 1993.

The Structure of CEZ’s Sale of Electricity in 1994

0.3% Direct consumers - 1.6 GWh

4.5%  Export-2,034 GWh

95.2% Power distribution joint-stock companies
- 42,640 GWh




Sales of Electricity

The Balance of the Electricity Obtained and Supplied by CEZ, a. s.

1994 | 1993 Index
94/93
GWh | GWh _ %
Obtained:
self-production 45,377 46,445 97.7
purchase from independent producers 2,411 1,689 142.7
purchase from industry 748 664 1127
import 812 885 91.8
Total: 49,348 49,683 99.3
Supplied: _
power distribution companies 42,640 41,936 101.7
direct final consumers 136 96 141.7
export 2,034 3,007 67.6
CEZ’s other consumption * 3,736 3,737 100.0
losses in CEZ's networks 803 907 88.5
Difference in balance -1 0 0
Total: _ 49,348 49,683 | 99.3

) 8E2’s own consumption for the production of electricity, for the pumping in the pumped-storage hydro-electric power stafions,
and consumption for other purposes.

The maximum load in the electrification system of the Czech Republic was reached on December 19, 1994
and it amounted to 9,632 MW. The daily load diagram for this day is provided further on.

Despite the decrease in the electricity production in 1994, CEZ, a. s., remains the dominant producer and
seller of electricity in the Czech Republic. It provided 45,377 GWh (or 77.9%) out of the total 58,260 GWh of the
aross electricity consumption in 1994. CEZ, a. s., also operates the transmission system.

The Volume of Electricity Sold to Individual Power Distribution Joini-Stock Companies in 1994 (in GWh)

8,731 - Severomoravska energetika, a. s.
7,035 — Jihomoravskd energetika, a. s.
5,964 - Stfedoceska energetika, a. s.
5,349 - \/ychodoCeska energetika, a. s.
5,066 — SeveroCeska energetika, a. s.
4,263 — Prazskd energetika, a. s.

3,307 - Zapadoceska energetika, a. s.
2,925 - Jihoteska energetika, a. s.




Sales of Eleciricity

W The major part (95.2%) of the electricity produced by CEZ, a. s., in 1994 was sold to eight power distribution
joint-stock companies which distribute it to the final consumers in the Gzech Republic. The remaining sales we-
re the export of electricity (4.5%) and direct sales to the final consumers (0.3%).

B There were marked differences in the volume of sales to individual power distribution joint-stock companies.
The greatest volume of electricity (8,731 GWh) was sold to Severomoravskd energetika, a. s.; it was three times
more than the volume sold to the least-supplied consumer, Jihofeskd energetika, a. s. (2,925 GWh). |

The Development of the Load on the Day of Year Maximum
MW

10,000
9,500
9,000
8,500
8,000
7,500

7,000
hour 3 6 9 12 15 18 21 24
e Jec. 19, 1994 sewe=we=Dec. 1, 1993

Jednotka 1994 1993
Real year maximum MW 9,632 9,288
Calculated for 50 Hz Mw 9,636 9,340

Week Maximum Loads in Electrification System of Czech Republic
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Sales of Heat

B CEZ a.s., is also a significant supplier of heat. In 1994, it supplied heat from twelve power stations and two
power-and-heating plants. These were the Tisovd, Prunéfov, TuSimice, Pocerady, Ledvice, Mélnik, Pofici, Chva-
letice, Hodonin, D&tmarovice, Dukovany, and Temelin power stations and the Dvir Kralové and Nachod power-

and-heating plants.

The decrease in the heat supplied to consumers in 1994 was caused mainly by an almost 1 °C higher ave-

rage temperature in the 1993/1994 heating season than in 1992/1993, and by a lowered heat consumption re-

sulting from the introduction of measuring and regulating devices at consumer locations.

The Balance of the Heat Obtained and Supplied by CEZ, a. s.

1994 1993 Index 94/93
T T

Obtained .
Self-production 15,823 16,697 94.8 %
Purchase from other producers 636 243 261.7%
Total 16,459 16,940 97.2%
Supplied
Non-residential consumption 10,908 11,191 - 97.5%
Residential consumption 2,093 2,130 98.3%
Export ¥ . 199 198 100.5%
CEZ’s other consumption 2,076 | 2,122 97.8%
Useful heat supply 15,276 15,641 97.7%
Losses in networks 1,183 1,299 91.1%
Total 16,459 16,940 97.2%
%) the supply of heat from the Hodonin Power Station to the town of Holié in Slovakia

The Breakdown of Heat Supplies from Individual Locations in 1994 (in TJ)

Power station Obtained from sources | Losses in heat networks Useful supply
Dukovany 487 - 0 487
Temelin 229 0 229
Tisova™ 2,118 265 1,853
Prunéfov 2508 0 2,508
TuSimice 1,402 0 1,402
Pocerady 273 0 273
Ledvice 2,078 0 2,078

_Mélnik"’ 922 86 836
Chvaletice 200 12 188
Porici 3,975 658 3,317
Hodonin 1,437 B 128 1,309
Détmarovice 830 34 796
Total 6,459 1,183 15,276

X including the purchase of heat from the Mélnik — Praha joint-stock company amounting to 633 T.J

= including the purchase of heat from the Chemical Works Sokolov amounting to 3 TJ .




The Properly Slructu.r.e )

The Structure of Capitalization and Liabilities

KE min
Toal 1004 [ 117,500
capitalization _
and liabilities 1993 | 97,156
1994  |EESR e S N —— |
Capitalization 7,287
1993 | 65,036
Long-term 1904 | 29,260
liabilities 1993 LT ™| 20,022
Current 1904 [ 14,243

Long-term liabilities, were 29.3 hillion K&; they increased by 40% compared to the end of 1993. Current liabilities
were 14.2 billion K&, they increased by 27% in comparision to the end of 1993. The assets to equity ratio was
63.07%, in comparision with 66.94% at the end 1993 due to the increasing amount both of long-term and current
liabilities. |

Financing

During 1994, the finances decreased by about 1 billion K&. Operating activities provided over 18 billion K&,
financial activities provided over 5 hillion K¢. These sources were used to finance investment activities which
totalled about 24 billion K&.

Investments in 1994 amounted to about 24 billion K&, which is 6 billion K& less than budgeted. This is the
result of changes in the construction of the Temelin Nuclear Power Station, and postponement of contracted
deadlines and adjustments in the payment schedules. Major environmental projects, however, proceed as
scheduled so the dates of completion are not threatened.

The needs of the company were financed mostly from internaly generated funds. Funds provided by operating

activities, exceeding 18 billion K&, consist mainly of the following items:

- net income approx. 9 bin. K&
— depreciation of fixed assets approx. 4 bin, K¢
— amortization of nuclear fuel approx. 1 bin. K&
—increase in accounts payable approx. 3 bin. K¢
—increase in accrued and deffered taxes approx. 1 bln. K&




The Property Structure

B The development in the property structure of CEZ, a. s., in 1994 is best characterized by the changes in the

structure of assets and liabilities.

The total assets of the company, i.e. minus the accumulated depreciation and adjusting items, were 117.8
billion K& which is 21% more than at the end of 1993.

The Structure of Net Assets Ké min
| ' — '
1994 | - R e
Total assets | 117,800
e | | 97,156
Total property, i
p]am';mf y 1994 | 107,433
equipment = —
(Igixed assets) 1903 ] 88,470
1994
Current assets ] 9,643
1993 | 8,032
1994 [ 794
Other assets
1993 || 651

Fixed assets consist of tangible and intangible fixed assets (including incomplete investments and advances
on tangible fixed assets) financial investments and nuclear fuel at amortized cost. In 1994, they amounted to
107.4 billion K&, representing 91.2% of the company’s total assets; they increased by 21% compared to 1993.

The fossil stock of fuel materials and prepayments amounted to 2.9 billion K¢, representing more than 30%
of the company's current assets. During 1994, this item increased by 23.5%.

By the end of 1994, the receivables had risen to 4.9 billion K& which represents about 51% of the company’s
current assets. Overdue receivables had decreased to 400 million K by the end of the year.

By the end of 1994, ¢ash had decreased to 1.8 billion K¢ which is sufficient to maintain the company’s liqui-

dity while not tying up an excessive part of borrowings. Cash represented 19% of the company’s current assets.
The Structure of Liabilities

The total capitalization consists of stated capital, and retained earnings. At the end of 1994, this item was
74.3 billion KE, representing 63% of the company's capitalization and liabilities. It increased by 9.3 hillion K¢, or
14%, compared to 1993.

The stated capital of the company as of December 31, 1994 was almost 59 billion K&. It increased during the
year by 100 million K¢ as a result of the privatized property of the former state-owned Czech Power Works being
placed into the company’s assets by the National Property Fund of the Czech Republic.




Financing

Cash Flow
Ké min
1994 i - 874
Total

1993 ] 1,504
Operating 1994 I 18,161
activities 1993 [——— | 18,289
s 100 24,152

Investing activities
1993 i SR - 20,902
1994 - e | 5,117

Financing activities
1993 | 4117

During 1994, long-term debt increased by 7.2 billion K&, current liabilities by 3 billion KE. The average inte-
rest rate of the borrowings was 12.47%.

B The 5 billion K& from financing activities, is the difference between 22 billion K¢ as proceeds from borro-
wings and 17 billion KE as principal repayments. During the 1994, 4 billion K¢ were raised by the second
domestic bonds issue in January 1994 with a fixed coupon of 14 3/8% and a seven-year term of maturity; and
4.2 billion K& (150 million USD) by the first issue of Eurobonds in December 1994 with a fixed coupon of
8 7/8% and a five-year term of maturity. To lower financial expenses of the company, 1 billion K& acquired by

issuing bonds was used to pay off some less advantageous long-term loans.
The Investment Standard Rating of the Company

A significant part of CEZ’s developmental strategy is to ensure advantageous financial resources. A marked
success in this regard was achieved by acquiring an investment standard rating of the company. CEZ, a. s., was
the first company in the Czech Republic to receive an investment grade rating (BBB-) from Standard and Poor’s
rating agency in May 1994. In March 1995, the Japan Bond Research Institute (JBRI) gave CEZ, a. s., an A- ra-
ting, identical to the rating given to the Czech National Bank. These ratings help CEZ, a. s., in its access to financial
and capital markets. I

{_:gj )




Major Economic Indicators

The development of economic indicators is presented as a comparison of figures from the end of 1993 and
the end of 1994, along with figures recommended to ensure the stability of the company.

Indicator - 1994 1993
Return on total assets (ROA) " 14.89% 19.91%
Sales margin " 0.36 0.40
Total assets turnover " 0.41 0.50
‘Return on total assets (ROA) ? 8.09% 9.45%
Return on equity (ROE) # 12.82% 14.11%
Return on capital employed (ROCE) 10.23% 11.95%
Working ratio 53.0% 50.5%
Debt service ratio 5.6 5.9
Cash generation ratio 61% 59%
Earnings per share ? 179 171
At year-end
Debt to equity ratio 0.30 0.26
Current ratio 0.68 0.72
Price — earning ratio ? 7.6 9.4
Dividends to profit ratio * 0 0
Market to nominal price ratio ¥ 124% 1456%
" Based on Income befora income taxes (Pre-tax profit). 9 Shares with nominal value 1,100 Kg.

%) Based on Net income (Profit after taxes).

Return on total assets (ROA), i. e. pre-tax profit to total assets amounted to 14.89%, 25% lower than at the
end 1993 due both the lower pre-tax profit (by 9%) and the higher total assets (by 21%).

Sales margin (0.36), i. e. pre-tax profit to the total revenues lowered by 10% due to the same level of revenues,
but the higher level of expenses.

Total assets turnover, i. e. total revenues to the total assets amounted to 0.41, 18% lower than at the end
1993 due to the same revenues, but the higher total assets.

All three ,return” indicators, based on profit after taxes i. . ROA, ROE and ROCE decreased slightly due to

the same level of net income, but increasing amount of total capitalization, resp. liabilities.




The contract for a World Bank loan also contains the following indices. The working ratio states that the ra-
tio of total operational costs and total operational revenues should not exceed 60%. The debt service ratio means
that the company’s net income has to exceed the debt service at least five-fold (3.5-fold in 1995). The cash ge-
neration ratio states that the company has to create, within its own sources, finances which exceed 40% of the

average yearly investment expenses. In 1994, CEZ, a. s., met the limits for all three indices.

Earnings per share amounted to 179 K¢, 4.7% higher than at the end of 1993 due to the increasing profit

after tax.

The debt to equity ratio, i. e. all debts to total capitalization with 0.30 increased from 0.26 at the end 1993
mainly due to issue of domestic bonds (January 1994) and Eurobonds (December 1994).

The current ratio was 0.68 in comparision with 0.72 at the end of 1993 did not influence CEZ's ability to
cover its current liabilities with current assets. It is necessary to judge the index of liquidity in relation to the

regulation of the cash flows.

Price — earning ratio amounted to 7.6, nearly 20% lower than at the end 1993 due to the decreasing market
price (all share prices in Czech republic decreased during 1994) and increasing earnings per share.

Dividends to profit ratio — was sfill 0, because the extensive investment program (more than 100 bin. K&
from 1995 to 2000) will not permit to pay dividends to the shareholders till 1996.

Market to nominal price ratio amounted to 124%, 14% lower than at the end 1993 due to the decreasing
stock prices at the Czech capital market. N
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To the Board of Directors and the Supetvisory Board of CEZ a.s.:

We have audited the accompanying c;)rtsolidated baiqizqe sizéets of CEZ, a. 5., (a Czech joint-stock company,
wthe Company ") as of 31 December 1994 and 1993, and ille related consolidated statements of income and re-
tained earnings and cash flows for the vears then ended. These financial statements are the responsibility of
the Company s inanagement. Our responsibility is to egcﬁ(éss an opinion on these financial statements based on
our audits. Our audits were made in accordance with International Standards on Auditing and, accordingly,

included such tests of the dccounting records and such other auditing procedures as we considered necessary

v

in the circimstances.

Int our opinion, the wnsolldated ﬁnanctal slu!ements rcfern d to above present fairly, in all material respects,

the finuncial position of C EZ a. s, as. of 31 December 1994 anu,’ 199.)’ and.the resulls uj its operations.and its

cash flows for the years then ended, in conformiity w1th Statements of Intemanonal Accuuntmg brandat ds issued

by the International Acr'ounnng btandard,s Cummzmee applzed ona conszstent baszs
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Balance sheel
= CONSOLIDATED BALANGE SHEET S
- AS OF 31 DECEMBER 1994AND1993 TR
~ (Czech K& in Millions)- . -~ " .-~ ey Do
. ' 1904 1993
«Assets v Tr v n" =
Property, plantand eqmpment {(Note 3) Al I Tyt o - s
" Plantin-service i 3P - - 84502 . 75421
- Less accumulated provision for depreciation  * o 44086, - 41,048
ey o a W ' S e TTAndeE.. - . 34373
- Nuclear fuel, at amortized cost - | == e 4,450 4159 -
- Construction work in progress ‘ g TR i - 62517 - . 49,938 .
" Total property, plant and equipment : o~ C 107,433 88,470
Other noncurrent assets, net (Note 5) R SN T4 6547
Current assets: o Rowy 2 5 W ATk £y T
Cash - - LY 5 e 2 L1794 . 2668
~ Receivables, net (Note 4) v Lo AmE. L ol BEBED:
Materials and supplies, net -~ - , E ok SRR S 1
Fossil fuel stocks oty : R A e TR - v o 06
- Prepayments el T L, s 3t 6000 - e 241 .
Total current assets =~ . ST geA3 - 8032,
Totalassets - - -~ =~ . - 117,800 97,156 .
* Capitalization and liabilities
- Capitalization (Note 6): ol " I Pl S T
© " Stated capital .7 < R Al 2 & o i
~ . Retained earnings I R A e T R i )
 Total capitalization ® il < f L ED o e 651000
Long-term liabilities: e A R I T ST
* Long-term debt, net of amount due W|thm one year (Note 7) - 18863 - 11748
A Accumulated: provision for nuclear decommtssuomng . : e 3 o> . o
~and fuel storage (Note 8) ¢ . = QIR S R TS e R
Totallong-term liabilties PE s M Lo .29260 . T 20922
- .,Commltments and contlngenmes (Note'lO) A e =y e T o
. - Currentliabilities: =« - - 0 e 3
. Shorttermloans - . . - . . o 14527 0 3068
. Long-term debt due W|th|n one year(Note 7) : R B R A 1 S
- Accounts payable - |~ 5 S 4p42 2078
~ Accrued and deferredtaxes; e L S 10897 - L gyt
Accrued liabilites -~ - ... 2 - ¥ O
Total current |lEIbI|It|eS R W e _:, o~ 14,243 oo 11,198 ¢
Total capltallzatlon and liabilities - . ‘11'7,800 . 91,156

The accompanymg notes are an mtegral part of these fmanCJaI statements




Statement of Income and Relained Earnings

Conselidated statements of income and retained earnings
for the years ended 31 december 1994 and 1993 ‘

(Czech K& in Millions)

Hevenues:
Sales of electricity and heat
Other

Total revenues

Expenses:

Fuel

Purchased power

Repairs and maintenance

Depreciation and amaortization

Salaries and wages

Nuelear decommissioning and fuel storage

Materials and supplies

Fees for ash storage, air and water pollution ]
Provisions for doubtful accounts, enVImnmentaI clalms
and fixed assets adjustments ARG
Other operating expenses

- Total expenses

income before other expense (income),and income taxes o

Qiher expense (incume):

~V‘Interest on debt net of capltallzed interest (Notes 3 and 7)
Interest income
- Other financial expenses

" Income before income taxes
Income taxes (Note 9)

Net income

Retained earnings, baginning,ef period
Contributions to other funds
Contributions to stated capital

Retained earnings, end of peried (Note 6)
Average number of shares ouistanding

Met income per share

The accompanying notes are an integral part of these financial stateme’n'ts/.'

1903

. 1904
47290 - 47904
5% - < .975
48816 48,879
S om0
4233 0 - 3200
| 2553 233
3,797 " 3,608
2,064 2174
1,336 1,331
1,408 1247
869 716
385 i e
T 58381 . 2567
- 31278 . - 29538
17,538 19,341
374 571
- 246 =98
226 220
17,184 18,648 -
7,657 84
9,527 e
6,163 2338
- 366 —
T ) "5:,352
15,324 6,163
53,202 . - - 53521
179 L
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Cnnsnhdated s!atemenis of cash flows for the years ended 31 derember 1994 and 1993 - "
) (Czech KE in r\lhlhons) ;

=1 g 1994 . . 1993
Operating activities: - : N S =S L
Net income L emoT L TR

Adjustments to reconcile net income to net cash prowded T

- by operating activities:

Depreciation and amortization ‘ L 398 : ‘A . 3626
- Amortization of nuclear fuel e 1'{356 2 1,173
Gain on fixed asset retirements : | UERT RS NGL I
‘ Pravision for nuclear decommissioning and fuel storage, net %2 I _'\1,223»5 o7 133
Provisions for doubiful accounts, environmental claims | e ol - m - |
and fixed assets adjustmenis L ' ©i325 1,127
" Changes in current assets and liabilities | N = i ’ o= E
~ Receivables - o 1847 - 55
Materials and supplies : e N =Ths _ ' - 65
Fossil fuel stocks s 2 ‘ PR | R |
~ Prepayments gy T P I A | A
- Accounts payable- L = ' L R S s T
- Accrued and deferred taxes' Tl 7 o S e 812 0 Pl
. Accrued fiabilities. - - W e (s S v
“Net cash prowded by operatmg actwatles S b1 e . 18,289
Investing activities: |, - : B R T e
Additions to property, plant and eqmpment , ey | . uor2430t 0 --20,974 .
Proceeds from sales of fixed assets . e 8 e NN S Sl =S R
| Total cash used in investing activites - a2 -20,902°
Financing aclivities: - . L e R S
- -Proceeds from borrowings - ‘ = SN e D [FROE S 8,525 - -
- Payments of borrowings  © . 16744 -4408
Total cash prbyi-dﬁd by financing aCtivitiesfr e S S A e P i F
Net (decrease) increase in cash;: o e S e ( S 1/ "‘\' 1504 :
. Cashat beginning of period "~ - L . 2,668 ¢ - 4,164 .

Cashatendofperiod . . 1704 - 2,668

: Supplementary cash ilow mformatlon ‘
. Cash paid for:- - 5 PRI R 5 S - :
. Interest .. j o™, - o S el 1,509

Incometaxes B (P R B D7 T 9524{ :

The« accompanying nb';es are ain integral part of these ~ﬁnar_‘1‘crial statemefntrs.
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Neies to Financial Statements

GEZ, a. 5.,
Notes to Financial Statements
as of 31 December 1994

The Company

CEZ, a.s., (,CEZ, a. s.," or ,the Company") is a Czech Republic joint-stock company which was established
as of 30 April 1992. Prior to 30 April 1992, the Company was a state owned enterprise operat‘i'ng in the
Czech Republic as Ceské energetické zavody s.p. Ceské energetické zévody s.p. 'rncluded several district
heating companies and a construction company which were seperately privatized upon the creatton of the
joint-stock company. The assets and liabilities transferred to CEZ, a. s., according to the privatizati(}n pro-
ject from Ceskeé energetické zavody s.p. were recorded at their carrying valu.es oni May 199‘2) At 31 De-
cember 1994 the Czech Republic National Property Fund UWned 67% of the Company. The majority of the

remaining shares of the Company are owned by mutual funds and by private investors, ‘

GEZ, a. 5., is an electric generation and transmission com,pany which produced 8‘6% ot the electricity and
a minor portion of the district heating in the Czech Republic in 1994 Additiona‘lly the Cotnpany has the
exclusive rrqhts to import and export electricity and to sell electnorty to gight dlstrrbutron comparnies and
certain large industrial customers in the Czech Republrc The Company operates ten- fossrt fuel plants, ten ,
hydroelectric plants, one nuclear plant and a transmrssron grrd In addition, the Company has one nuclear T

plant and one pumped storage facility under constructron

Retail electricity rates are established by the M‘ini’stry of Finance followmg discussions with CEZ, a. s and
the eight regional electncrty companles (,,REPs“) The antrmpated revenue trom the retail customers.is -
allocated between CEZ a.s.; and the REP¢ based on- annually neqotrated mdrvrdual whotesale contracts
between- CEZ as and each REP The Mrnrstry of lndustry and Trade arbrtrates and may adrust rates
charged by the Company if CEZ, a. S, and the REPs are unable to reach agreement in negotratrons of the i
: revenue splrt Based on a May 1993 decision, the revenues aIIocated to CEZ a.s., in 1993 were approxr-
‘ mately 7% lower than the 1992 revenue spht The revenue splrt in 1994 was substantlally the same asin -
_1993 however, CEZ a 8., hias not been aitocated any portron ofa 10% resrdentral rate increase approved ,

‘ by the Mrnrstry of Finance, and |mplemented by the REPs as of 1 June 1994 The Mmrstry of Industry and o

- Trade had. decrded that- one half of the increase as of 1. June 1994 wrll be allocated in prices. negotrated, 3

- with REPs for 1995. Contracts between CEZ a.s, and the REPs for 1994 exprred 31 December 1994 and
) nego’na’nons for 1995 are strll in process ’ ’

" n November 1994 the Czech Parlrament adopted the Act on the Condrtrons of Busrness Actrvrtres in, and
' ‘btate Admlnistratron of, Fields of Energy Industry and the State Energy Inspectorate (the ,,Energy Law"),

N
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Motes to Financial Statements

establishing a regulatory framework for the electricity, gas and heat industries in the Czech Republic. The
Energy Law, which became effective 1 January 1995, grants the Ministry of Industry and Trade extensive
requlatory powers with respect to the business of CEZ, a. s., including the requirement that such Minis-

try approve certain new investrnents by the Gompany in electricity generating equipment and power lines.

The Energy Law does not establish a method for determining electricity prices. Electricity prices for end-
- users will continue to be established by the Czech Ministry of Finance. Management.of the Company expects ot
that electricity prices for sales by CEZ, a. s., to the REPs will continue to be negotiated as described ,

above.
Summary of Significan! Accounting Policies

~ Basis of Accounting

CEZ, a. 5., maintains its books and records in accordance with accounting principles and. practices manda;
ted in the Czech Republic pursuant o a new accounting law which came into full effect on 1 January 1993,
The accounting policies followed by CEZ, a. s., from 1 January 1993 contorm substantlally W|th lnternatlo-
nal Accounting Standards issued by the International Accounting Standafrds Committee (see/Notes 6 and 8).

Principles of Consolidation ’ E : > =

The consolidated financial statements of CEZ, a. ., mctude the accounts of CEZ Ftnance B. A (see note 7)

All intercompany transactions and accounts have been eliminated in consohdatlon

Revenues and Fuel Costs

The Company bills for services rendered through the end of each fisca[ period y

Approximately 93% of the Company S sales are to etght reglonat etectrlc dlStI’IbHUOﬂ companles

Fuel costs are expensed as fuel i s consumed. Fuel expense mcludes the amorhzatnon of the cost of nuclear '

fuel. Amortization of nuclear fuel charged fo fuel expense was 1 356 and 1 173 mrlllon Kc for the years
ended 31 December 1994 and 1993. ’ - '

Debt tssuance Costs

:Long-term debt dlscount and lssuance coets amountrng to 204.7 mrlllon K& i |n 1994 and 61 5 mtllton K&

in 1993 are. expensed as mcurred

Interest Sl -

i_fUnder Czech accountlng pnnC|pIes interest incurred in connectlon with borrowmgs related to specn‘lc asset
addrttons WhICh amounted to1 210m|lllon K& in 1994 and 1 136 mllhon KC.in 1993 miust be capitali-
fzed In the accompanyrng financial statements prepared in accordance w1th Internatlonal Accountrng




MNotes to Financial Siatements

standards, interest costs incurred in connection with the construction program that thedrettcaily could
have been avoided if expenditures for the assels had not been made have been caprtailzed Such addrtro—i ;

nal capitalized interest costs amounted to 8/? million Kc in 1994,

Property, Plant and Equipment

Praperty, plant and equipment is stated at original cost. Original cost of plant in service includes mate- -
rials, labor, payroll related costs and the cost of debt financing used during construction The cost of +

maintenance, repairs, and replacement of minor items of property rs charged to malntenance expense

Renewal and betterments are capitalized. Upon sale or retirement of property, plant and equrpment the =

cost and related accurnulated depreciation are eliminated !rom the accounts Any resultmg garns or Iosses

are included in the determination of net income.

Depreciation

The company depreciates the original cost of property, plant and equrpment by usmg the stralght hne !
method and depreciable lives based on eetrmated gconomic hves The deprectatron hves used for property |

plant and equrpment classmed in accordance W|th Czech accountmg prmcrples are as fol!owe

f iy = _\’_-My_‘_
Buildings and structures . - - . - o 0 30-77
Machinery and equipment - S R e T e e gL
Furniture and fixtures . Al e e e e

Matorvehiloles) © . L - o L e 6T

Average dcprecratron Irves based on the functronal use of property are as fo!lows
; - i Average Ltfe

<

Hydro plants

e @

Buildings and structures SO S e Sl g A
~ Machinery and equrpment el R e Y e e ey T
Fossil fuel plants i IR Sl PR 2 S
- Buildings-and structures - L R .30
Machlnery and eqmpment R T S e Tl e ol e M
- Ash storage facilities . SR ool e =
* Nuclear power plant . . e . . s s
* Buildings and structu‘res/ . e o R
. Machinery and equrpment TRl B i © 15 -
_ Transmission-lines” - 3 - _' - e S0

‘Transformerstatrons ; bt PP & O e
',Deprecratron of plant |n service was 3, 781 mrlhon Kc and 3 595 mrlllon Ké for the _years ended\

)' .31 December 1994 and 1993 WhICh was equrvatent 10" a composrte deprematlon rate of 4. 7% and 4 8%;

5 ]
\

- respectlvely




© - Cash - , ‘ 7 ) RER - |

Cashincludes cash on hand and current accounts with banks. At 31 December 1994 and 1993, the current”

© accounts with banks included foreign currency deposits of 100 million K and 375 hillion K. Foreign
_Acur,re'ncy deposits are translated at 31 December 1994 and 1993 eXchan@é rates. T

- Nuclear Fuel

Nuclear fuel is stated at original cost, net of accumulated amortiza,ti‘onhAmortizatipn of fuel in~thﬁe reaéto_f =

is based on the amount of power generated.
Fossil Fuel Stocks

Fossil fuel stocks are stated at standard cost, which approximates average cost.

Materials and Supplies

Materials and supplies are principally composed of power plant maintenance materials and spare parf&

Cost is determined by using standard cost which approximates actual cost. These fn‘aterial‘séke recorded

’{ln lnventory when purchased and then expensed or capitalized to plant, as’ appropnate when lnstalled

| 'The Companv records a provision for obsolete inventory as such |tems are ndentlfled A provnsmn of 27
- mllnon K and 14 million K& was charged against mventory in 1994 and 1993 for obsolete stocks

: Incorne Taxes

Income taxes are provided on the accounting profit as determmed under Czech accountlng prlnCIples at

¢

a rate of 42% and 45%, for the years ended 31 December 1994 and 1993 after- adjustments for certaln '

items which are not deductible for taxation purposes (see Note 9).

: Receivables and Payables

‘Receivables are reported at net realizable value. Payables are recorded at invoiced values-and accruals are -

reported at expected setilement values.

Accruals and Deferrals

Accruals and deferrals are recorded to recognize revenues and costs as they are earned or incurred.

Translation of Foreign Currencies

Assets whose acquisition or production costs were denominated in f(_)re‘ign currencies,werge translated to

Czech crowns at the exchange rates prevailing at the date of each'acquisition_ or at the date on ’wh,iéh the ',

related items were included in assets.

(72)




o ve method at 31 December 1994 was 16. 6 mrlhon KE.

‘Prior Year Presentatron ‘

................................................................................................................................................................

Foreign cur rency on hand and recervables and payables denomrnated in forelgn currencres are translated

" to Czech crowns at the exchange rates exrstrng at the transactlon date and are adjusted at year-end to the

exchange rates at that date as pubhshed by the Czech National Bank er.by the financing branch of the re-

levant bank.

Realized exchange gains and losses and unreahzed exchange losses are charged or credrted as apploprra- ‘
te, to income of the year. Unrealized exchange gains are not recognized into rncome unhl coltectron or.
payment of the refated foreign currency item occurs. Unrealized exchange rate garns at 31 December 1994 :

and 1993 were 32.0 million K¢ and 31,7 million k¢, respectively, and are reflected in-accrued liabilities in
the accompanying balance sheet. A reserve for exchange rate losses has been recorded in the amount of
unrealized exchange rate 1osses of 46.5 million K& and 76.1 mllhon Kc at 31 December 1994 and 1993.

Repairs and Mamtenance Accrual ’ . !

The company records an accrual for rnajor overhauls of its power plants. An annual provtsion for estima-
ted future overhaul costs of 100% of expected major overhaul expenditures for the current year plus 25%

of expected major overhaul expenditures for the tolIoWing three-year period ts"Lrecorded in repairs and -

maintenance expense. When major overhaul costs are rncurred they are charged agamst the everhaul

accrual. Minor repair and maintenance costs are expensed When rncurred

As required in the Czech Republic, the Company, records. leased aseets by expensingthe’oer’ od lease

~ payments and caprtahzmg any resntuat value of the leased assets When a Iease contract exprree anda purcha-"
se option is exercised. The total remammg requtred payments on Ieased assets recorded under the abo

60

Y

_ Certain prior year'amrmnté‘ have been reclaseitied to conform with the cUrrent yearfgresentati,on. S

‘7/




- 3 'Prup‘érly, Plant and E‘quipmem‘/"
' 'Property; plant and equipment at 31 December 1994 and 1993 is as fbllqws_(in millions of Kc) ,

1004 . 1993

band . . | S T a6 e
Buildings - | 5 SO T R 27,138 . -
Machinery and equipment = - . ., 46,890 . 44877

* Other ‘ S 3008 - 3209
Total : S 84502 L 75421

- Accumulated depreciation - - -44,036 . . -41,048

~ Net plant in service 40466 - . 34373

. Property, plant and equipment includes interest capitalized of 2,082 and 1,136 million K& for the Year_s“
 ended 31 December 1994 and 1993, y | ‘

4. Accounis Receivable

~* The composition of accounts receivable is as follows (in millions of Ke):

1994 - 1993

" Trade receivables , TR [ R

~ Other S , -~ “1509 T 675
Less allowance for doubtful dccounts . =N R - 302
Total ‘ , e o 4915 . 2,980

E 5 ' Other Noncurrent Assels

Other noncurrent assets consist of the following (in millions of K&);

1084 - 1993

~lnvestments . . P M R ESOVEI0SE o 318
~ Long-term receivables -~ - . oo {48 o 200 -
- Intangible assets - = =l iR T 82 el 148
Less amortization . - . <P | R 06T c-16
Fataltt SRS S g L R S e 24 - 654

S R ¥ "o e
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The Gompanv s stated caprml as of 31 December 1993 was 58 873 mrllron Kc consrstrng of 53 521 026

shares wnh a nominal value of 1 ‘100 K& per share

Stated capital as of 31 December 1994 was as follows;

" Number ~ Value - Total
. ~ __ofshares _ per share ' . L
 Series A - 51,602,380 11000 56,762,618
Series B. S L _2,10,494 1,000 2,210,494
CTotal i 53,812,674 . 58,073,112

" The nominal va!ue of the series A shares was increased in 1993 from 1 000 Kc per share 1o 1 100 Kc per

£

,share by reducing retained earnrngs and mcreasmg stated capltal as approved at the September 1993

general meeting. The National Property Fund charged nomrna! value of the part of its shares and rssued

-the series B shares in February 1994. ln preparatron for the eecond wave of voucher prrvatrzatron in the

. Czech Republic.

=

~ Areconciliation of Czech Accouhting Standards capital accounts to IAS ‘capital accounts ie as follows:

\

. Stated  Reserveand . Retained _ _Total
- Capital -~ - Other  Earnings
"l Funds ‘ i
7 I * ‘_31 Deeemher1994
‘Balance per Czech Accountmg Standards . 58973 . . 6',557' »1]6,,\424.4,'— 81,774
Accumulated provrsronfornuclear ' v . et ey ) B
- decommissioning and waste e 3 o - - - A
© fuelstorage (Note8) - - - < - "4 -7683 .. -7683
 Interest capitalized net of e T g, | SR L
-~ deferred tax provision -~~~ . = . - 514- - 514
) ‘Reclassrfrcatron of items from other funds net - - -308 ", . - - -308
Reclassification of reserve fund » i ‘ s O U {
*toretained earnings. - - o . - -6,249 6249 -
~ Balance per Infernational T SR
Accounting Standards - - 58973 - 15324 74207




Stated  Reserve and Retained Total .
Capital ~ . Other - Earnings -
. Funds e
31 December 1993 -
Balance per Czech Accounting Standards 58873 6,780 ' 7,280 ' 172,933' .
Accumulated provision for nuclear sy e I ’
decommissioning and waste " gl o
fuel storage (Note 8) / ] - = S-T7,796 0 7,79
Reclassification of items from T AR el
retained earnings, net - = =100 . 100 -
Reclassification of reserve fund ‘ S S| T
to retained earnings . - -6,780 6,780 - -
Balance per International I v "o g
Accounting Standards 58,873 .- §,463 - 65,036

The effect on the net income of differences in |1AS and Czech Accounting Standardsiis as follows (in millions
of K&y , @ 1l is
/ " Yearended 31 December

P - S 1994 1993

_ Net income per Czech Accounting Standards , - 8,889 g 7,280

" Prior period IAS adjustment booked . e s 40
* by the Company in 1993 (Note 11) L Y SRR AR
3 'Nucleardecommissioning and waste : b el 2, ) Py e
 fuel storage costs (Note 8) 15 S & e

Interest capitalized, net of deferred tax provision ~~ - . 514 . -

,’ Reclassitication of items from retained earnings, net -~ 11 " - 50,
' Netincome per accompanying statements of income -~ . . - . .~ o i
~ and retained earnings - | L Ge 9527 . . 9177




. 0On 20 December 1994 CEZ Frnance B. V (CEZ FB. V) sold . UsD 150 nillion 8 7/8% nofes which were

Moles lo Financial Statements

Long-term Debt

Long-term debt at 31 December 1994 and 1993 is as follows (in millions of Kc):

\ 1994 1993
Non-collateralized long-term bank notes: -
4% and less, due 1996 to 1999 s W=gr 1,134 1,886
6% t0 9.5%, due 1998 to 2007 g = ‘ 3,078 1327 ,
13% to 15.5%, due 1994 to 2003 : | A = 432 1,636 =
16% due 1995 to 2002 e i ; 4,429 5,090 =
Collateralized long-term bank notes: , = |
13.0% to 16.5% due 1995 to 2000 s 913 1,256 |
8.875% Eurobonds, due 1999 ‘ | . 4,253 -
14.04% Debentures, due 2001 = - / 4,000 = |
16.5% Debentures, due 1988 h i 2,100 2,100 |
Other loans LE N 310 151
Total lona-term debt (5,069 million K& of which ‘
is repayable in foreign currency) il ' 20,649 18,729
Less: Current portion ! - - 1,786 - 1,981

Long-term debt, net of current maturities * .~ - 18,863 11,748

The future maturities of:Iong—term debt are as follows (in.millions of K&): | f-‘_ )

i AP OaRe I N Sl g SN T G
i N -1996 ‘ S 1,296
. _ 1997 o P 2 1,589
' S 1998 , ok =2 3,930
e’ - T 5479
o Thereafter | . 6,869
~ Total long-term debt . \,' o0, 6495 )

1

guaranteed by CEZ a.s. On the same ddte, CEZ, a.s borrowed USD 150 mrllron from CEZ F.B.V.‘and si-
= multaneously entered into a swap transaction to exchange 97.5 mrlhon of rts USD llablllty to 153.3 million ; 1
- German DM. The swap was desrgned to mrnrmlze or el|m|nate rurrency exrhange risks as the Czech , ‘
- ‘crown- exchange rate is flxed at a value hased 65% on the German deutsch mark and 35% an the U S.
. dollar At 31 December 1994 an unrealized currency exchange loss against the DM was offsel by a gain -

. ’agarnst the USD and a net unrealrzed gain of 4. 6 mrllron Kc was recorded at year end.

’



) The Company has recerved a commrtmem from the lnlernatronal Bank for Reconstructron and Developrnent \

(,,the Bank") fora USD 246 million loar, As of 31 December 1994 USD 40.9 mrllron had been drawn agamst g

“this commltment This lean is to be used for specified power and environmental rmprovement prolects
The loan agr eemem contains frnancral covenants relating to capital expendrture coverage cash flow co-
verage and debt service coverage A commrtment charge of .75% per annum is assessed on the undrawn " -
principal amount of the loan. lnterest on any outstandrng borrowing will be at the Banks cost ot qualified - -
borrowings, as defined in the loan agreement (6.93% at 31 December 1994) plus .5% and will be payable‘ i
\ on 15 February and 15 August in each year, Semi-annual prlncrpal payments of USD 12.3 million wrll be"
Sy payable from 1997 through 2007. f it

- 8. Nuclear Decommissioning and Waste Fuel Drsposal

CEZ's operating nuclear plant, Dukovany, consists of four 440 MW units which were placed rnto serwce
from 1985 to 1987. CEZ, a. 5., is also constructing a second nuclear power,pl\ant, Temelrn (see Note 10).
The Company and the Czech Government are in the process of defining the roles.and obllgations tor the
decommissionong, decontamination and dismantling (,,decommrssronrng“) ofthe Gompanv S nuclear po- | &8

wer plants and the drsposal of nuclear waste and spent nuclear fuel (,,drsposal“)

: Estrmated decommlssronrng of Dukovany, and dlsposal for Dukovany and Temelin, have he‘en calculated i

in several technrcal studies performed by the Company based on estrmates from varrous Western nuclear g

- l facdrtres Pursuant to-the new Czech Repuhlrc Law on Accountlng as of1 January 1993 CEZ a.’s., beganr
recording, on a prospective basis over the remaining operatlng perrod a provrsron for decommrssronrng

'anddrsposalcosts, L el N S S B o=

S Inthe aecompanyrng hnancral statements prepared in accordance wrth lnternatronal Accountmg Standards : '
E (lAS) the provrsron for those costs has been recorded retroactrvely to the rnltral operatrons -of Dukovany.

- CEZ as., s currently plannrng to fund rts nuclear decommrssronrng and fuel” dlsposal cost Irahlhty be—
fgrnrung on the valid date of the new Nuclear Law and contrnurng to.the end of the operatmg perrod The

"Company has assumed that its deCommrssronrng and | disposal funds will. accrue rnterest at a rate,of 3%1 L

‘ and the amounts fo be funded dunng the operatrnd life plus earnings on the funds untrl decommrssronlng :
and drsposal is completed W|Il be adequate to cover the requued costs '

g yln the accompanyrng frnancral statements the costs estrmated for decommrssronrng of Dukovany are berng.

‘;accrued over the useful life of the plant. Dul(ovanys four units are scheduled 1o operate until 2015-2017 =

' at WhICh time normal operatrons wrll cease and decommrssronrng W|ll begln The decommrssronmg pro-
-cess is. expected to take 37 years and cost 26 000 mrllron Kc .

0t



The costs eshmated for, nucleal waste and spent fuel storage fcr Dukovany and Temelin are being accrued
hased on MWhs ploduced by nuclear planls CEZ a’s.; eshmates the dleposal procesS W|ll be completed
in 2069 and cost 56 000 million KC* : ’

The actual decommlssmnmg and dlsposal costs may vary from the above estlmates because of regulato~ o

1y requirements, changes in technology and lncreased costs of labcl materlals and equmment

R

The following is a cempau ison of the amounts accrued under the Czech Accountmg Law and IAS for the 7’

_years ended 31 December 1994 and 1993 (m mllllons of l(c)

Year—end Accumulated Prowsmn

) ‘ ‘ s e T & Czech Law
Estimate for: ' C . 1994 1993 1994 1993
Decommissioning . 338 2950 . 949 452
Wasle fuel storage - L _ 6215 - 1766 .- 926
Total a0 ,E 10897 . . 9174 2715 - 1,318
B Current Expehse ‘
" e LA HE e a Tt .’ CzechLaw
Estimate for. 1994 C 1993 - - 1994: 1993 -
Decommissioning . . 422 409 - 497 452
- Waste fuel storage w4 wegE. . - 9597 926
. Toll . . .- - 133 . -. 1831 - 1449 - 1,378

5 IncomeTaxes 4 »‘ Ele

7 The Gompanys plOVISlOl’I for ln’come taxes forthe years ended 31 December 1994 and 1993 is as follows .

>y (ln ‘millions of Kc)

- : i L qge4 . 4068

- Curtent income taxes B e e OO L 6,871 T 9291

~_ Deferred income taxes S e e e ST oL 180
- . Total income tajes |, 0 ke s 7657 . . 9471




_ 1994 - - - 1993
Income before income taxes C 17,184 o 18648
Statutory income tax rate : - 42% - L 45%
+Expected” income tax expense : ‘ SRR 5 T T BEgo s
Add (deduct) tax effect of: R - ey E e, ¥y
- Czech/IAS accounting differences - -5 I -
Prior period adjustment (Note 1) de — A s 801, :
- Non deductible reserves ' . 511. - - - 1127
Other book/tax differences : T ER N B e O
Tax credits [ pgl i -2 .
Difference resulting from using subseguent year ‘ ) v‘ s \ ' B Cs
tax rate for the calculation of deferred taxes o -9 R _-13
Income taxes . 7657 . - . 941

10,

A reconciliation of expected income tax expense to the actual tax expense is as follows (in millions of K&): =

Effective income fax rate 5% 51%

- Gommitments and Contingencies

Construction Program

The Company is engaged in continuous construction programs, currently estimated to total 96.6 bllliOn

: K& over the next five years, as follows: 29.1 billion K€ in 1995, 26.45b;ll,lion'l(,c' in 1;996, 20.8 billion K& in.~
1997, 11.9 billion K in 1998 and 8.4 billion K& in 1999. In addition to the 96.6 billioh K¢, pursuant tots
IAS interest capitalization policy (see Note 2) the Company will capltallze approxrmately 14.5 biltion Kc'r

- more interest for IAS pyrposes than under Czech accounting principles: Such addltlonal caprtallzed intes (

rest wrll result in‘an rncrease in the Company’s net income and constructlon expendrtureé but will not '\ 7 7
'effect erther |ts cash requrrements or its cash flow The constructron programs are sub;ect to penodlc re- -

views and actual constr uctlon may vary from the above estrmates The estlmated mvestments include 43 2 |
~_billion K& lor nuclear (lncludmg the Temelm nuclear power plant) and 23.4 brlllon Kc for envrronmental-

: ,,,,constructlon pro;ects At 31 December 1994 srgnlfrcant purchase c0mm|tments were outstandrng in.

: connectron Wlth the constructron program

. Frnancrng for. aII of the future coste have not yet been secured and the Company is actlvely pursumg va-
*nous frnancmg opportunltles itis the opmron of- management that the Company wrll obtarn afl necessary/
: tmancrng to complete the constructron proqrams ; ' :

Temelrn Nuclear Power Plant

’ ,The Company is currently constructmg a nuclear power plant near Temelln in the Czech Republlc The
plant\wrll conslstot two Soviet-designed 981 MW unrts_ with modifications to upgrad'e safety and .

= '
& ‘:,
;. -
v




_operating systems. The constructlon and completron ot the plant has been approvcd by 1 tlre gtwmnmenl
of the Czech Republic. The mvestment in the plant at 31 December 1994 is 42 billion K&

-Management expects that the’ total lnvestment costs for the constructron ot the Temelin nuclear power

* plant will be 75 to 76 brlllon Kc Asa result of changes tothe rnstrumentatron and controf-system and the

} ~ change of fuel to be used to enhauoe the safe pertormance of Temelin, the time schedule for the comple-

' tion of the Temelln nuclear power plant has recently been delayed Followmg dlscusslons between the

Company and the general supplier of tecnnology Skoda Praha, a.s., and with its suppllers tho Company

currently expects that the hrst tnit of the Temelm nuclear power plant Wlll be putlnto operation (i.e. fuel

_leading) in July 1997 and the second unit approxmately twelve to erghteen months. later. As a result of

1 °uch changes and delays, the general suppller of technologv and its respectlve supplrers requested price

: \~‘— increases which have been reflected in the cost described above. Baoed on the status of the current

s d|scuss|on \\nth the suppliers, the Company does nol expect any further oons’n uction delays or cosl

mcreases Irnwevet no assurances may be grven that events beyond the control of the Company might

‘not result in turther delays and/or cost |ncreases

Under Lzech law applrcable 10 certam of the exrstrng constructlon and supply agreementc relating to the
construction of the Temelin nuclear power plant; a. purchaser does not have legal t|t|e o an improvement
- uncludmg machinery) or building bemg constructed on real property until the contractor has ¢ sompleted
" the construction and the purchaser has taken possessron Consequently if any contractor< involved in the
B construction of the Temelin plant were to he declared bankrupt before completron ot the plant; CEZ, a.s
‘would not have legal title to the burldmgs and |mprovements on the Temelrn site and, wrth respect 10’

: amonnts it has paid such contractor would be treated asa general unsecured credltor of the contractor. ° B

[

CCEZ a.s., lS currently engaged in negotla’nons wrth Skoda Praha as. (,,Skoda Praha“) the prlmary
- cgntractor for mechamcal parts and electronrcs systems at Temelln and lts sub suppllers rn order to repla-
,ce the respectlve contracts with new contracts oUCh new. contracts if entered into, would be governed
~»_by provisions of Czech law pursuant to WhICh CEZ a. it would acqurre legal title to all bundrnqs machr-
: nery and |mprovements constructed or assembled at the Temelln srte by Skoda Praha orijts sub supplrers
‘l\/lanagement of the Company expects executlon ot those contracts in mid- 1995, . - '

DIouheStrane Pumped Storage Plant : = o . Sl

by ) CEZ a.s.,is constructrng a pumped storage hydroelectnc plant in Northern IVioravra Whl(‘h will. conS|st of
\ \-two 325 MW units. Constructlon began i in1978 and the plant is expected to begin' operatmg in 1995 The |

¥ Company has invested 5,118 mrlllon Kc |n the prOject as 0f-31 December 1994 CEZ a s., eshmates that
an addltronal 642 million K& is requrred to complete the plant :

B




11,

Environmental Matiers

The Czech Republic has adopted a series of environmental acts and laws and regulations (,the Acts®) inclu- '
ding a timetable to reduce atmospheric emissions and impose fines and penalties for not meeting certain . :

emission standards.

The Company currently has several environmental improvement projects underway ahd'ptan's to meet the
emission standards set by the government. The Gompany is also liable under the Acts for past environmentat

damage. Payments made to state farms, individual farms, ceoperatives, other agricultural firms'and fo-

rests totaled 188 million K& in 1994 and 72 million Ké in 1993. The Company provided 66‘(') miltion K in/‘ :
1994 and 199 million K¢ in 1993 for pollution damages, and at31‘December’1’9‘9,4‘ its'accumulatedr pro- e |

vision for past pollution damages totaled 780 million K&. =R TR e

Itis difficutt to make an estimate of the ultimate cost that wrlt be mcurred by the Company The Company

(loes not believe, based upon the information available at thrs trme that the ultrmnte outcome of thrs matter

!

~ will have a material adverse eh‘ect on its hnanclal position.
- lnsurance Matters

i CEZ a.s., does not marntam any hazard insurance far any risks (mcludtng frre explosron flood etc ) of
- damage to any of |ts properties or plants, nor any liability: instrance (other than cerlarn msurance requr
red by Czech law for | injuries incurred by employees while working) fore a\ny potential liability of the Compa- -

ny, including any liability for damages arising from any nuclear accident involving its nuclear power ptant'

- or from Injury to property resulting from emissions or sulphur and other substances trom its codl-fired

,plants Under Czech law, CEZ, a. s., as an operator of a nuclear power plant is potentlally -Subject to unlr-'

mited liability in the L?ech Republlc in the event of a nuclear. acmdent The Company mtends in the futu-

reto attempl fo obtain habrhty insurance tor fISkS assucrated with rts nuclear dperatlons and hazard and\

Irabrlny msurance wrth respect to other aspecte of rts busmess '

‘Prior Period D«rspnsal oi A;sets 1

: ) Constructron in progress and retarned earnings at as of 1 January 1 993 have been reduced by1 800 million” ™
Ke to wrrte off the Companys net mvestment in the iVlelnrk Prague heat prpelrne projéct. The deersron to

cancel the prorect was made by the management on 6 January 1992 prior to the establrshment as 0f. 30
Aprrl 1992 of CEZ a.s. The Company donated rts net mvestment in the pro;ect to Mélnik — Praha a.s. and

in accordance wrth Czech Accountmg Standards recorded the expense in 1993 ' -




Selected Results According lo Czech Accounting Standards

KE

Total assets 116,928 97,232 120.3
Fixed assets 102,835 84,960 121.0
Intangible fixed assets 66 40 165.0
Tangible fixed assets 102,111 84,398 121.0
Financial investments 658 522 126.1
Current assets 14,014 12,171 115.1
Inventory 6,855 6,308 108.7
Long-term receivables 149 97 153.6
Short-term receivables 5,215 3,098 168.3
Financial property 1,795 2,668 67.3
Other assets - temporary assets accounts 79 101 78.2
Accrued assets 74 95 77.9
Contingent assets 5 6 83.3

89 .

Ké min K& min,
Total liabilities 116,928 97,232 120.3
Capitalization 81,774 72,933 112.1
Staded capital 58,973 58,873 100.2
Capital funds 806 795 101.4
Profit funds 6,557 -5,986 109.5
Economicresult of past years 6,549 e
Economic result in regular !
accounting period 8,889 7,279 1221
Loans 34,020 23,699 143.6
Reserves 6,522 4597 - 1419
Long-term liabilities 10,821 2,408 4494
Current liabilities 5,323 2,305 2309 -
Bani credits and aids 11,354 14,390
Other liabilities - temporary liabilities accounts 1,133 5099 189.1
Accrued liabilities 795 256 310.5

338 343

Contingent liabilities

95,




"""  Selacted Resulls According to Czech Atcounting Standards

_ Profit and Loss Statément

1994 1983 Index04/98

) KE min KE min %
Total revenues 52,162 50,829 102.6
Sales of electricity . 46,162 46,801 98.6
PDJC* 43,828 43,875 99.9 ..
export 2,090 2,700 774
other sales of electricity 244 226 . 1075
Sales of heat 1,129 1,060 106.5
Draws on reserves 2,199 1,638 134.2
Other sales 2,672 1,330 2011
Tolal expenses 35,974 34,079 105.6
Production consumplion 22,291 19,414 114.8
fuel 11,523 11,227 102.6
materials 1,448 1,246 116.2
purchased pawer i 4,748 3,601 131.9 -
repairs and maintenance 2,407 1,770 S 1360 -
other production consumption 2,165 1,570 137.9
Personnel expenses 2,029 2,026 100.1
Taxes and fees 1,018 792 128.5
Dther operational cosis 732 2,488 29.4
Depreciation 3,918 3,689 106.2 - .
Creation of reserves 4,124 3,783 109.0
Financial expenses 1,447 647 223.6
Unusual expenses 125 183 68.3 ;
Other expenses 290 1,057 27.4 e
Pre-tax profit 16,188 16,750 96.6
Income tax ‘ 7,299 9,471 77
Net income 8,889 7,279 122.1

“PDJC - Power distribution joinl-stock companies

@)




Cash flow (K& min)

[ = A _ _ 1994 1993
Cash at beginning of year 2,631 1,169
Net cash provided by current and unusual activities 13,596 16,813
of that, — accounting economic result - 8,889 7279 .
— depreciation of fixed assets 3,981 5535 -
— changes in reserve balance - 1,925 2,144 . -
— changes in receivables -2,167 1,057
— changes in current liabilities 1,091 . b 718 .
— changes in inventory * - 561 C - -068
Investing activities - 21,612 - 19,053
of that, - attainment of tangible fixed assets - 21,761 - 19,156 -
Financing activities 7,139 3,702
of that, — changes in long-lerm credits C -1,109 2293
— increase in bond liabilities 4,000 2100 .
— changes in other long-term liabilities 4413 -640
Total changes in cash 817 . 1,462

Cash at end of year 1,754 2,631




The second Vice-Chalr-

Chairman of the Board The first Vice-~Chairman ; o e
ol Direclors gfl_m_g'._gq_?m 01.9@;':'!6:5 Iman ol he au:::_d of Diree
Pair Karas: Gabriel Fichler G
1100 3100 1800 2100
|| Board of Direclars office || Finance Nuclear safety Hydro—electric and fossile -
Patr Vaselsky Pavel Lubojacky power stations management
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- systems deslgn leam 1
Bohumil Kehoutek Jarmila Mala
4300 i
||| Lepal
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| | | |
Powar station Melnik Powar station Tisova Power stations Porfiti Power station D&tmarovice
Director Director * Diteétor Director
Josef Uher Viadimir Dvorak JIfi Pihoda Jan Mikutka
| Muclear power station Nuclear power station
[P)ﬁ\:;l;lalmn Chvalelice Dukovany Dukovany
Betfich JeJek Financial and Adminisiration Technical Director
Director Josef Sedlik JifTVagner




Amember of the Board ol

Directors

Dalibor Mata|

A mermber of the Board of

Direntors
Jan Vacik

A memberof tha Board of A member of the Board.of
[ireclors Directors:

Zdengk Plstora, CSe. Vojiaeh Kotyza:

1300 2300 4200 0102 .
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||| Property management
Milan Nepovim '
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Witan Kyna} Viadimir Reznicek Viojtéch Michatec
| I I |
i / i ' i lectric
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Direstor Director Director Dirsctor
Ladislav Poupa Frantisek Tengler Jossf Kaspar Antanin Adam

Power statlon Hodanin

Directar
Karel Sik

Power stations Prunéfov
Director
Pavel Klika
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Headquariers:

CEZ, a.s.

HLAVNI SPRAVA
JUNGMANNOVA 29
111 48 PRAHA1
TEL.: 02/24081111
FAX: 02/24082440

The transmission system:

CEZ a.s.

DIVIZE PRENOSOVE SOUSTAVY
JUNGMANNOVA 29

111 48 PRAHA 1

TEL.: 02/24081111

FAX: 02/24082266

Nuclear power station Dukovany:

CEZ, a.s.

JADERNA ELEKTRARNA DUKOVANY

675 50 DUKOVANY
TEL.: 0509/9231-2
FAX: 0509/922390

Nuclear power station Temelin:

CEZ, a.s.

JADERNA ELEKTRARNA TEMELIN

373 01 TEMELIN
TEL.: 0334/4221111
FAX: 0334/4222323

[ =)
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Hydro-Electric power stations:

CEZ a.s.

VODNI ELEKTRARNY
252 07 STECHOVICE
TEL.: 02/9941088-90
FAX: 02/9941308

Directory

=
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Power station Tisova:

CEZ, a.s.

ELEKTRARNA TISOVA
POSTOVNI PRIHRADKA 98
356 69 SOKOLOV 1

TEL.: 0168/23271

FAX: 0168/24035

Power stations Prunéfov:

CEZ, a.s.

ELEKTRARNY PRUNEROV
432 01 KADAN

TEL.: 0398/631111

FAX: 0398/2795

Power stations TuSimice:

CEZ, a.s.

ELEKTRARNY TUSIMICE
432 01 KADAN

TEL.: 0398/621111

FAX: 0398/623880

Power station Pocerady:

CEZ a.s.

ELEKTRARNA POCERADY
439 44 POCERADY

TEL.: 0397/3080-9

FAX: 0397/4573

Power station Ledvice:
ELEKTRARNA LEDVICE
CEZ a.s.

418 48 BILINA

TEL.: 0417/9201111
FAX: 0417/925644

Power station Mé&inik:

CEZ, a.s.

ELEKTRARNA MELNIK
277 03 HORNI POCAPLY
TEL.: 0206/611111

FAX: 0206/626840

Power station Chvaletice:

CEZ, a.s.

ELEKTRARNA CHVALETICE
533 12 CHVALETICE

TEL.: 040/6831111

FAX: 040/6832600

Power stations Pofici:

CEZ, a.s.
ELEKTRARNY PORICI
541 37 TRUTNOV
TEL.: 0439/8061111
FAX: 0439/812017

Power station Hodonin:

CEZ, a. s.

ELEKTRARNA HODONIN
U ELEKTRARNY 1

695 23 HODONIN

TEL.: 0628/529111

FAX: 0628/23814

Power station Détmarovice:

GEZ, a.s.

ELEKTRARNA DETMARQVICE
735 71 DETMAROQVICE

TEL.: 06995/6582111

FAX: 06995/6511301
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