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UVODNIi SLOVO PREDSEDY PREDSTAVENSTVA
OPENING STATEMENT OF THE CHAIRMAN OF THE BOARD OF DIRECTORS

Vazeny akcionafi, vazeni obchodni partnefi, milé kolegyné a kolegové, Dear Shareholder, Dear Business Partners, Dear Colleagues,

rok 2018 byl pro nasi akciovou spolec¢nost vyzvou k pInéni narocnych 2018 was a challenge for our joint stock company to meet the demanding
zadani, uloZzenych nasim akcionarem, a ukold, které si vedeni targets set by our shareholder and the tasks set by the Company’s
spolecnosti a vSichni zaméstnanci stanovili ve svych osobnich cilech. management and employees as their personal goals.
Rad bych nejprve podékoval vSem kolegynim a koleglim za pfikladné First and foremost, | would like to thank all my colleagues for their exemplary
pracovni nasazeni, se kterym se ndm spolec¢né podafilo tyto cile commitment which was instrumental to achieving our goals together. It was
naplnit. Aktivity zaméstnanct OTE vedly predevsim k tomu, Ze jsme primarily the activities of OTE employees that contributed to our success
byli velmi Uspésni jak na tuzemské, tak na mezinarodni Grovni. Svédci both in the Czech Republic and abroad. This is evidenced by a record volume
o tom jednak fakt, Ze na nami organizovanych trzich se v lofiském of electricity traded on the OTE-operated markets last year and by expansion
roce zobchodovalo rekordni mnozstvi elektrické energie, a jednak of cooperation and market integration at the international level. All market
skutecnost, Ze i na mezindrodni scéné se prohloubila vzajemna participants benefit from such results, from traders to final customers, and it
spoluprace a integrace trh(. Z téchto vysledkd pak profituji vsichni helps us fulfil the Company’s core mission.
Ucastnici trhu od vyrobct ptres obchodniky aZ po koneéné zékazniky
a naplriujeme timto zakladni poslani nasi akciové spolecnosti. I would like to list some of the successfully implemented projects. In 2018
an upgraded technological trading platform for the intraday gas market was
Rad bych uvedl nékteré konkrétni ispésné realizované projekty. V roce deployed with great anticipation, providing traders with new types of bidding,
2018 byla s velkym ocekavanim nasazena inovovana technologickd new forms of trading, automated access, and many other functionalities that
obchodni platforma vnitrodenniho trhu s plynem. Pro obchodniky are user-friendly and create potential for future development of the intraday
byly zavedeny moznosti novych typl zadavani nabidek, novych gas market. We streamlined the method of reporting electricity generated
forem obchodovani, byly zautomatizovany pfistupy a mnohé dalsi from supported sources, including mobile access.
funkcionality, které jsou uZivatelsky prijemné a do budoucna vytvari

potencial dalsiho rozvoje vnitrodenniho trhu s plynem. V systému Another successfully accomplished task was meeting all legislative

OTE jsme zjednodusili zplsob vykazovani elektfiny vyrobené
z podporovanych zdrojl, véetné moznosti mobilniho pfistupu.

Dalsim uspésné zvladnutym splnénym ukolem je naplnéni viech
pozadavk legislativnich norem a zésad v souvislosti s pInénim
povinnosti OTE v roli ustanoveného Nominovaného organizatora trhu
(NEMO), vyplyvajicich z nafizeni Komise EU &. 2015/1222 (CACM).

Diky znaénému Usili jsme bez vétsich problémd pfijali a implementovali
zasady vyplyvajici z nafizeni Evropského parlamentu a Rady ¢. 2016/679
o0 ochrané osobnich tdaji (GDPR). Soucasné se nam podafilo ve spole¢nosti
Uspésné implementovat ,,Systém fizeni bezpeénosti informaci” (ISMS),
vCetné ziskani certifikace podle normy ISO/IEC 27001:2013.

V ramci , historického” projektu registrace vsech odbérnych mist
zdkaznikl na trhu s elektfinou v systému CS OTE doslo k migraci dat
od spolec¢nosti E.ON Distribuce, a.s., a v fijnu byla v pfedstihu zahajena
migrace dat od spole¢nosti CEZ Distribuce, a.s. Pro mé osobné je
radostné zjisténi, Ze po letech jistého vahani jiz nic nebrani tomu, aby
v roce 2019 byla spolec¢nosti OTE beze zbytku splnéna dalsi povinnost,
vyplyvajici z Energetického zdkona.
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requirements to comply with OTE’s obligations as the Nominated Market
Operator (NEMO) under Commission Regulation (EU) 2015/1222 (CACM).

Thanks to considerable efforts, we have smoothly adopted and implemented

the principles of Regulation (EU) 2016/679 of the European Parliament
and of the Council on the personal data protection (GDPR). In addition,
the Company implemented the Information Security Management
System (ISMS) and was awarded certification under the ISO/IEC 27001:
2013 standard.

As regards the “historical” project for registering all customer points

of delivery on the electricity market in the CS OTE system, we completed
migration of data from E.ON Distribuce, a.s., and in October data migration
from CEZ Distribuce, a.s. was commenced before the scheduled date. | am

personally glad that, after years of some hesitation, nothing can prevent OTE
in 2019 from fully complying with this obligation laid down in the Energy Act.

I would also like to mention our participation in the implementation

of selected measures in the National Action Plan for Smart Grids (NAP SG)
project which is primarily an Energy Hub project and one of the most
important in terms of its significance and promise for the future.



Rad bych se zminil i o nasi ucasti pfi naplfiovani vybranych karet
opatreni v projektu ,,Narodniho akéniho planu pro chytré sité”

(NAP SG). Jedna se predevsim o projekt Energetického hubu, ktery je

z hlediska vyznamu a pfislibu do budoucna jednim z nejvyznamnéjsich.

Nemohu samoziejmé opomenout skutecnost, Ze na zakladé zékona

o podporovanych zdrojich energie (POZE) mezi hlavni ¢innosti OTE patfi
administrace vyplaty podpory obnovitelnym zdrojim energie. V roce
2018 bylo vyplaceno vice nez 46 mld. K¢, vétsi ¢ast formou zeleného
bonusu, mensi prostiednictvim povinné vykupujicich obchodnika.
Pravidelny audit ndm dava jistotu, Ze nas systém je pIné v souladu

s platnou legislativou, je transparentni a funguje bezchybné. Zminény
zékon €. 165/2013 o podporovanych zdrojich energie (POZE) a zakon

¢. 458/2000 — energeticky zakon jsou dva hlavni legislativni pilife,

ze kterych jsou odvozeny nase zakladni ¢innosti. Proto se snazime

byt aktivni v procesu novelizace téchto zakonnych norem a nasi
zaméstnanci velmi aktivné pusobi v pracovnich skupinach, kde uplatniuji
své praktické zkusenosti a odborné know-how.

V souvislosti se zajistovanim vyplaty podpory podle zékona POZE

je rovnéz tifeba zminit fadu spord, soudnich a spravnich Fizeni,

které pro nasi spolecnost do budoucna predstavuji nejvétsi riziko.
Zaméstnanci OTE velmi svédomité a aktivné pfispivaji k zajistovani
podkladu, které davaji nadéji, Zze dojde k Uspésnému uzavieni vzniklych
spord. Jedna se o desitky kauz, jejichz feseni je nutné hledat v uzké
soucinnosti a spoluprdci s dotéenymi organy statni spravy, ministerstvy
a regulacnim uradem.

Velice si vazim skvélé spoluprace s nasimi kolegy z Ministerstva
pramyslu a obchodu, Energetického regulac¢niho Gfadu a dal$imi
institucemi a tuzemskymi i zahrani¢nimi obchodnimi partnery. Cenim si
osobnich kontaktu a vazeb, které v fadé pfipadl prerostly v pratelstvi.
A jak to mezi prateli byvd, vzajemné se snazime maximalné sdilet

a preddvat informace a spolupracovat. V neposledni fadé si vazim
vsech zaméstnanc( OTE pro jejich zapaleni pro véc a pracovni nasazeni,
s jakym se svym kazdodennim ukoldim peclivé vénuji. Jsem presvédceny
a pevné vérim, Ze spole¢nost OTE byla, je a bude stabilnim ¢lankem

v energetickém fetézci, Ze bude i nadéle schopnd hrdé reprezentovat
energeticky sektor na tuzemském i mezinarodnim poli a v neposledni
fadé opét spini ukoly, které mame v roce 2019 pred sebou.

V ucté

e

predseda predstavenstva

Ales Tomec

Chairman of the Board of Directors

It is worth mentioning that, pursuant to the Supported Energy Sources

Act (POZE), one of OTE’s principal activities is the administration related

to the payments of support for renewable energy sources. In excess

of CZK 46 billion was disbursed in 2018, a larger part as the green bonus
and a smaller part as the feed-in-tariff. Regular audits provide assurance
that our system is fully compliant with applicable legislation, is transparent
and correctly working. The aforementioned Act No. 165/2013, on Supported
Energy Sources (POZE), and Act No. 458/2000, the Energy Act, are the two
key legislative pillars upon which we build our core operations. To that end,
we strive to actively participate in the process to improve these regulations
and our employees are engaged in working groups where they apply their
practical experience and know-how.

In respect of the support payment in accordance with POZE, | need to point
out a number of disputes, court and administrative proceedings that pose
the risk to our company in the future. OTE employees are very meticulous
in securing documents and evidence that may contribute to successful
dispute resolution. There are dozens of cases solutions to which need to be
sought in close cooperation with the relevant state administration bodies,
ministries and the regulatory authority.

| greatly appreciate excellent cooperation with our colleagues at the Ministry
of Industry and Trade, the Energy Regulatory Office and other organizations
and domestic and foreign business partners. | value personal contacts and
relations that have in many cases grown into friendship. As it happens among
friends, we endeavour to share and pass on information and collaborate to
the greatest possible extent. Last but not least, | applaud all OTE employees
for their enthusiasm and commitment in performing their everyday tasks.

I am convinced and | firmly believe that OTE has been and will be a stable link
in the energy chain and that it will continue to proudly represent the energy
sector in the domestic and international fields and again meet the challenges
ahead of us in 2019.

Sincerely,
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PROFIL SPOLECNOSTI
COMPANY PROFILE

Spolecnost OTE byla zaloZzena dne 18. 4. 2001 jako akciova spole¢nost,
jejimz zakladatelem a jedinym akcionaiem je stat Ceska republika.
Vykon akcionarskych prav provadi z povéreni statu Ministerstvo
primyslu a obchodu (MPO). Plvodni obchodni nazev spole¢nosti —
Operator trhu s elektfinou, a.s. — byl v roce 2009 zménén na OTE, a.s.,
a to v souvislosti s novou tlohou v oblasti plyndrenstvi.

Zakladni kapital spole¢nosti ¢ini 500 mil. K¢.

Od roku 2002 pini OTE, a.s., (OTE, operator trhu) nezastupitelnou

roli v rdmci sektoru energetiky Ceské republiky (CR), a to zejména pfi
zUctovani a financnim vyporadani odchylek, tj. rozdili mezi sjednanym
a skute¢né odebranym nebo vyrobenym mnozstvim elektfiny dcastnikd
trhu s elektfinou. Soucasné je organizdtorem kratkodobého trhu

s elektfinou a ve spolupraci s provozovatelem prenosové soustavy také
vyrovnavaciho trhu s regula¢ni energii.

Od roku 2010 OTE zajistuje obdobné ¢innosti rovnéz v oblasti plynarenstvi,
tedy organizuje kratkodoby trh s plynem a ztctovava odchylky.

V roce 2013 spoleénost déle rozsifila pole své plsobnosti o oblast
provozni podpory elektfiny z obnovitelnych zdrojl (OZE), druhotnych
zdrojli (DZ), vysokoucinné kombinované vyroby elektfiny a tepla (KVET)
podle zakona ¢. 165/2012 Sh., o podporovanych zdrojich energie.

Hlavnim predmétem Cinnosti spole¢nosti, zakotvenym v § 20a zdkona
¢. 458/2000 Sb. — energeticky zékon (EZ) ve znéni pozdéjsich predpisu,
je zejména:

e vyhodnocovani, zu¢tovani a vyporadani odchylek mezi sjednanymi
a skute¢nymi dodavkami a odbéry elekttiny nebo plynu,

e organizovani kratkodobého trhu s elektfinou a kratkodobého trhu
s plynem a ve spoluprdci s provozovatelem prenosové soustavy
organizovani vyrovnavaciho trhu s regula¢ni energii,

e zpracovavani a zverejriovani mésicni a rocni zpravy o trhu
s elektfinou a mési¢ni a roéni zpravy o trhu s plynem v CR,

e zpracovavani a predavani Ministerstvu pramyslu a obchodu,
Energetickému regulacnimu Gfadu, provozovateli prenosové
soustavy a provozovateli pfepravni soustavy alespor jednou ro¢né
zpravy o budouci oéekdvané spotrebé elektriny a plynu a o zplsobu
zabezpeceni rovnovahy mezi nabidkou a poptéavkou elektfiny a plynu,

e zajisténi ochrany chranénych informaci,

e zpracovavani podkladd pro navrh Pravidel trhu s elektfinou
a Pravidel trhu s plynem,
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OTE, a.s., was founded on 18 April 2001 as a joint-stock company

by the Czech Republic’s government, which is the Company’s sole
shareholder. The Ministry of Industry and Trade (MPO) is authorized

by the government to exercise the shareholder’s rights. In connection with
OTE’s new role in the gas sector, the Company’s original business name —
Operator trhu s elektfinou, a.s. — was changed to OTE, a.s., in 2009.

The Company’s registered capital totals CZK 500 million.

Since 2002, OTE, a.s. (OTE, the Market Operator) has played an irreplaceable
role in the Czech Republic’s power sector, namely in the financial settlement
of imbalances, i.e. differences between contracted and consumed

or generated volumes of electricity by the electricity market participants.

In addition, OTE organizes the short-term electricity market and,

in cooperation with the transmission system operator, the balancing market
with regulating energy.

Since 2010, OTE has performed similar activities in the gas sector, i.e.
the operation of the short-term gas market and settlement of imbalances.

In 2013, the Company further expanded its scope of operations to include
support for generation of electricity from renewable energy sources (RES),
secondary sources (Sec. S.) and combined heat and power (CHP) pursuant
to Act No. 165/2012 Coll., on Supported Energy Sources.

The Company'’s core operations pursuant to Section 20a of Act

No. 458/2000 Coll. — Energy Act (EA), as amended, comprise in particular:

e evaluation and financial settlement of imbalances between contracted
and metered supply and consumption of electricity or gas,

e organization of the short-term electricity market and the short-term gas
market; organization of the balancing market with regulating energy
in cooperation with the transmission system operator,

e preparation and publication of monthly and yearly reports
on the electricity market and monthly and yearly reports on the gas
market in the Czech Repubilic,

e preparation of and submission to the Ministry of Industry and Trade,
the Energy Regulatory Office and the transmission system operators
at least once a year reports on anticipated electricity and gas
consumption and the method of ensuring balanced electricity and gas
supply and demand,

e ensuring the protection of proprietary information,

e preparation of documents for draft Electricity Market Rules and Gas
Market Rules,



e zajistovéani skuteénych hodnot dodavek a odbéru elekttiny nebo
plynu a dalSich nezbytnych informaci souvisejicich s vyuctovanim
dodévek a odbéra elektfiny nebo plynu pro Géastniky trhu,

e zajistovani zpracovdni typovych diagraml dodéavek v souéinnosti
s provozovateli distribuénich soustay,

e zpracovavani a zverfejriovani obchodnich podminek operatora trhu
pro elektroenergetiku a pro plynarenstvi,

e zUCtovani a vyporadani regulacni energie nebo vyrovnavaciho plynu,
vcetné zuctovani pfi stavech nouze,

e zpracovavani a vedeni evidence vyroben elekttiny, kterym
provozovatel pfenosové soustavy nebo provozovatel prepravni
soustavy nebo provozovatel distribu¢ni soustavy stanovil termin
a podminky pfipojeni, a poskytovani evidovanych Gdajd Ministerstvu
pramyslu a obchodu a Energetickému regulacnimu tradu,

e Uhrada zeleného bonusu na elektfinu z obnovitelnych zdrojd,
druhotnych zdrojl a vysokoucinné kombinované vyroby elektfiny
a tepla, zeleného bonusu na teplo,

e Uhrada rozdilu mezi vykupni cenou a hodinovou cenou povinné
vykupujicimu a thrada ceny za ¢innost povinné vykupujiciho,

e vyddavani zaruk pavodu elektfiny z obnovitelnych zdrojl a elekttiny
z vysokouéinné kombinované vyroby elektfiny a tepla, zajistovani
jejich evidence v elektronické podobé a uznavani zaruk ptvodu
vydanych v zahranici.

K zajisténi ¢innosti operatora trhu provozuje spole¢nost informacni

systém, jehoZ prostrednictvim jsou mimo jiné realizovany obchodni

platformy kratkodobého trhu s elektfinou a kratkodobého trhu s plynem,
trhu s nevyuzitou flexibilitou, vyhodnoceni a vyporadani odchylek
subjektl zi¢tovani na trhu s elektfinou a trhu s plynem, systém vyplaty
podpory podporovanym zdrojim energie a systém pro vydavani zaruk
pavodu. V souvislosti s rozvojem trhu s energiemi a nové vznikajicimi
pozadavky na fungovani Centrdlniho systému operatora trhu byla a je
jeho infrastruktura pribézné aktualizovana a doplfiovéna o nové funkce.

Tyto Cinnosti jsou podle energetického zakona vykonavany jako
¢innosti regulované.

Od roku 2004, kdy se OTE stal dle zékona ¢. 695/2004 Sb. spravcem
rejstfiku obchodovani s povolenkami na emise sklenikovych plyn,
spole¢nost mimo vy3e uvedené dale zajistuje evidenci provozovatelQ
a jejich zafizeni emitujici sklenikové plyny, tj. zejména pridéluje

a vyrazuje povolenky v souladu s narodnim aloka¢nim planem

a registruje jejich transakce. Od ¢ervna 2012 je tato evidence
zajistovana prostfednictvim jednotného Rejstiiku Evropské unie (EU).
Zakonem ¢. 383/2012 Sh., o podminkach obchodovéni s povolenkami
na emise sklenikovych plynd, byla OTE, a.s., od roku 2013 také
stanovena role draZitele povolenek a novelou zakona ¢. 253/2008 Sb.,
o nékterych opatrenich proti legalizaci vynost z trestné ¢innosti

a financovani terorizmu, od roku 2015 také role povinné osoby pro
kontrolu transakci s emisnimi povolenkami.

Cinnosti vyplyvajici z Ulohy spravce rejstiiku obchodovani
s povolenkami na emise sklenikovych plyn( jsou vykonavany jako
¢innosti neregulované.

e providing metered values of electricity or gas supply and consumption
and other necessary information related to the settlement of electricity
or gas supply and consumption for market participants,

e ensuring processing of load profiles for supply in collaboration with
distribution system operators,

e drafting and publication of the Market Operator’s business terms for
the energy and gas sectors,

e settlement of regulating energy or balancing gas, including settlement
during emergencies,

e processing and maintaining records of electricity generating installations
for which the transmission system operator or the distribution system
operator determined the date and terms of connection to the grid,
and providing registered data to the Ministry of Industry and Trade and
the Energy Regulatory Office,

e payment of the green bonus for electricity from renewable energy
sources, secondary sources and combined heat and power, the green
bonus for heat,

e reimbursement of the difference between the purchase price (feed-in
tariff) and the hourly price to the mandatory purchaser, and disbursement
of the rate for the mandatory purchaser’s activity,

e issuance of guarantees of origin of electricity from renewable energy
sources and combined heat and power, ensuring their electronic records
and the recognition of guarantees of origin issued abroad.

To support the Market Operator’s activities, OTE operates an information
system to organize the trading platforms of the short-term electricity market
and the short-term gas market and the unused flexibility market, to carry

out evaluation and settlement of imbalances of balance responsible parties
on the electricity and gas markets, and to administer the system of support
payments to supported energy sources and the system for issuing guarantees
of origin. The Company has continually upgraded its infrastructure and added
new functionalities in line with the development of the energy markets

and related new requirements for the operation of the Market Operator’s

Central System.

The foregoing operations are regulated pursuant to the Energy Act.

Since 2004 when OTE was appointed the administrator of the Emission
Trading Registry pursuant to Act No. 695/2004 Coll., the Company has,

in addition to the aforementioned activity, maintained records of operators
and their installations producing greenhouse gases; specifically, OTE allocates
and surrenders allowances in accordance with the National Allocation Plan
and registers transactions. Since June 2012 the records have been kept

in the integrated Union Registry. Since 2013 OTE has performed the role

of an allowance auctioneer pursuant to Act No. 383/2012 Coll., on the Terms
of Greenhouse Gas Emission Allowance Trading, and since 2015 also the role
of the obliged entity in the oversight of allowance transactions pursuant

to an amendment to Act No. 253/2008 Coll., on Certain Measures Against
the Legitimisation of Proceeds of Crime and Financing of Terrorism.

Operations arising from the tasks of the national administrator of the EU

Emissions Trading System are not regulated.
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FINANCNi A PROVOZNI UKAZATELE
FINANCIAL AND OPERATING INDICATORS

tis. KE | TCZK 2018 2017 2016 2015 2014
aktiva netto (pasiva) celkem | total net assets 13900 588 13348788 11829 427 14 124 645 12853 404
dlouhodoby majetek (netto) | fixed assets (net) 83478 48 617 64 226 131262 155078
obézna aktiva (netto) | current assets (net) 13 600 147 13095 632 11525471 12 860 870 12272 025
ostatni aktiva (netto) | otherassets (net) 216 963 204539 239730 1132513 426 301
vlastni kapital | equity 779122 828 090 877 184 779 515 697 484

ztoho: | of which:

zakladni kapital | registered capital 500000 500 000 340000 340000 340000
cizi zdroje | liabilities 12277 699 11 475 850 9879 262 9955795 6125780
ostatni pasiva | other liabilities 843767 1044848 1072981 3389335 6030140
vynosy celkem | total revenues 84 367 416 76 335 206 67 939 205 70427 637 61842 792

ztoho: | of which:

trzby z prodeje sluzeb | revenues from sale of services 648 672 675363 810501 698 530 685379
vynosy z odchylek a kratkodobého trhu | revenues from imbalances and short-term market 36 962 936 29723 366 23542435 25417 725 20 104 887
vynosy podpory OZE | revenues from support of renewable energy sources 46372 152 45780 464 43553923 44127 625 40947 134
naklady celkem bez dané z pfijmd | total expenses without income tax 84425761 76 379 021 67 807 270 70288 484 61721712

ztoho: | of which:

naklady z odchylek a kratk. trhu | expenses on imbalances and short-term market 36958571 29724521 23538720 25412983 20095871
naklady podpory OZE | expenses on support of renewable energy sources 46372 152 45780 464 43528 708 43979755 40947 134
provozni naklady | operating expenses 681704 699 165 684 515 715698 546271

ztoho: | of which:

spotfeba materialu, energii a sluzeb | consumption of materials, energy and services 200993 194 186 199578 192 126 190 617
osobnindklady | personnel expenses 78781 74 031 69 152 69 739 64377
odpisy | amortization/depreciation 55334 60676 115701 99143 89797
finanéni naklady | financial expenses 413334 174 871 55327 180048 132436
provozni vysledek hospodafeni | operating profit/loss -15741 -21 450 157 628 151550 151 462
vysledek hospodafeni pfed zdanénim | profit/loss before taxes -58 345 -43 815 131935 139153 121 080
vysledek hospodateni za U¢etni obdobi | profit/loss for the year -47 707 -35756 106 573 112 007 97 869

vybrané finanéni ukazatele | selected financial indicators

béZzna likvidita | current liquidity 112 % 115% 117 % 129% 201 %
rentabilita vlastniho kapitalu | return on equity -6 % -4% 12% 14 % 14%
evidenéni stav pracovnikl | recorded headcount 67 62 56 55 55
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Struktura nakladii v roce 2018 (%) Struktura vynosi v roce 2018 (%)

(bez vyporadani odchylek, kratk. trhu a podpory OZE) (bez vyporadani odchylek, kratk. trhu a podpory OZE)
Expenses in 2018 (%) Revenues in 2018 (%)
(imbalances, short-term market and support of RES excluded) (imbalances, short-term market and support of RES excluded)
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VYZNAMNE UDALOSTI VE SLEDOVANEM OBDOBI
KEY EVENTS IN THE REPORTING PERIOD

Prezentace ocekavané dlouhodobé rovnovahy mezi
nabidkou a poptavkou elektfiny a plynu

Dne 2. 3. 2018 byly na ptidé MPO zastupcim ministerstva,
Energetickému regulaénimu tfadu (ERU) a zastupcim akciovych
spoleénosti CEPS a NET4GAS prezentovéany hlavni vystupy zpravy

o budouci o¢ekavané spotiebé elekttiny a plynu a o zplsobu
zabezpeceni rovnovahy mezi nabidkou a poptavkou elektfiny a plynu.
Tyto vystupy slouZi jako podptrny a podkladovy materidl pro aktualizaci
strategickych koncepci a nové legislativy.

Ministerstvo priimyslu a obchodu v tomto ohledu dlouhodobé oceriuje
komplexnost a kvalitu zpracovanych analyz v ramci dlouhodobé
rovnovahy, které vyznamné pfispivaji k prijimani strategickych
rozhodnuti v sektoru energetiky a tvorbé energetické politiky

Ceské republiky.

Uspésné spusténi evropského projektu XBID
(Cross-border Intraday) a deseti lokalnich
implementacnich projekta

OTE ve spolupraci s ostatnimi nominovanymi organizatory trhu

s elektfinou (NEMO) a provozovateli pfenosovych soustav (TSO)
Uspésné spustili projekt XBID dne 12. 6. 2018 v prvni fazi pro néasledujici
zemé: Rakousko, Belgie, Dansko, Estonsko, Finsko, Francie, Némecko,
Litva, Loty$sko, Norsko, Nizozemi, Portugalsko, Spanélsko a Svédsko.
Tento krok predstavuje vyznamny meznik v projektu a nasleduje nékolik
let slozZitého a intenzivniho vyvoje a testovani.

Operator trhu jako nominovany organizator trhu v CR pfivital
uvedeni tohoto projektu do provozu jako souéast podpory integrace
kratkodobych trh( v Evropské unii a pIné se v roce 2018 pfipravoval
na dal$i rozsiteni i o Ceskou republiku a jeji vybrané hranice v ramci
dalsi faze planované na druhou polovinu roku 2019.

Vybor ,,Nemo Committee” a spolecné plnéni povinnosti
Nominovanych operatori trhu s elektfinou (NEMO)

V souvislosti s napliovanim povinnosti plynoucich z nafizeni Komise
(EU) €. 2015/1222, kterym se stanovi ramcovy pokyn pro pfidélovani
kapacity a fizeni pretizeni (nafizeni CACM), pokracovala i v pribéhu
roku 2018 diskuze s pfislusnymi regulacnimi organy nad néavrhy
metodologii a postup, které jsou po NEMO v ramci Nafizeni CACM
pozadovény.
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Presentation of the expected long-term balance between
supply of and demand for electricity and gas

On 2 March 2018, representatives of the Ministry of Industry and Trade,

the Energy Regulatory Office (ERO) and companies CEPS and NET4AGAS

were briefed at the Ministry on the main outcomes of a report on projected
electricity and gas consumption and the method of ensuring balance
between electricity and gas demand and supply. These outcomes are used
as supporting and underlying documents for updating strategic concepts and
for drafting new legislation.

The Ministry of Industry and Trade has long valued the complexness and
quality of the prepared analyses in respect of maintaining long-term
balance, which significantly contribute to the adoption of strategic
decisions in the energy sector and the formulation of the Czech Republic’s
energy policy.

Successful launch of the European XBID (Cross-border
Intraday) project and ten local implementation projects

On 12 June 2018 OTE, in cooperation with other nominated market operators
(NEMOs) and transmission system operators (TSOs), successfully launched
the first wave of the XBID project involving the following countries: Austria,
Belgium, Denmark, Estonia, Finland, France, Germany, Lithuania, Latvia,
Norway, Netherlands, Portugal, Spain and Sweden. This step marks a major
milestone in the project and is the outcome of several years of complex and

intense development and testing.

The Market Operator, as a nominated market operator in the Czech Republic,
welcomed the launch of this project as part of support for the integration

of short-term markets in the European Union and in 2018 engaged fully

in preparations for XBID enlargement to include the Czech Republic and its
selected borders in the next phase scheduled for the second half of 2019.

The Nemo Committee and joint compliance

with NEMOs’ obligations

In order to comply with the obligations set out in Commission Regulation (EU)
2015/1222 establishing a guideline on capacity allocation and congestion
management (CACM), discussions with the relevant regulatory authorities
continued in 2018 regarding proposals for methodologies and procedures set
out for NEMOs in CACM.



V navaznosti schvalil Energeticky regulaéni d¥ad (ERU) dne 19. 2. 2018

v souladu s nafizenim CACM ndsledujici metodiky:

e Produkty, které mohou NEMO zahrnout do jednotného propojeni
dennich a vnitrodennich trhd

e Metodiky nahradnich postupd

Dne 26. 7. 2018 Agentura pro spolupraci energetickych regulacnich
organu (ACER) schvalila v souladu s nafizenim CACM metodiku
algoritmu pro sesouhlaseni propojenych dennich trhi a algoritmu
pro parovani pfi kontinudlnim obchodovani, véetné navrhu souboru
pozadavk( na vypracovani. Metodika obsahuje pravidla pro vyvoj

a provozovani algoritmu pro sesouhlaseni propojenych dennich trha
a algoritmu pro parovani pfi kontinualnim obchodovani. Déle také
pokryva pozadavky, které oba algoritmy musi splriovat.

Upravy CS OTE v souvislosti s implementaci nafizeni
(EU) €. 2016/679 (nafizeni GDPR) tykajici se spravy
technickych udajt spojenych s registraci OPM

S ohledem na nafizeni Evropského parlamentu a Rady (EU) 2016/679
ze dne 27. 4. 2016 o ochrané fyzickych osob v souvislosti se
zpracovanim osobnich Udajd a o volném pohybu téchto Gdajl

a o zruSeni smérnice 95/46/ES (obecné nafizeni o ochrané osobnich
udajll) — nafizeni GDPR, které nabylo Gc¢innosti od 25. 5. 2018,
implementoval v dubnu 2018 Operator trhu Upravy v zachazeni

s vybranymi osobnimi Gdaji, které jsou zpracovévany v informacnim
systému CS OTE a které se tykaji mimo jiné spravy technickych
kmenovych Udajl spojenych s registraci OPM.

Operdtor trhu zpracovavé osobni Gidaje poskytnuté od Gcastnikl trhu,
které ziskal v souladu s poZadavky s nafizenim GDPR a relevantnimi
transpozi¢nimi narodnimi pravnimi predpisy, a to pouze za Ucelem
vykonu své pusobnosti zejména podle zakona ¢. 458/2000 Sb.,

o podminkach podnikdni a o vykonu statni spravy v energetickych
odvétvich a 0 zméné nékterych zdkon(, ve znéni pozdéjsich predpist
(energeticky zékon), zakona &. 165/2012 Sh., o podporovanych zdrojich
energie a 0 zméné nékterych predpist, ve znéni pozdéjsich predpisd

a zakona €. 383/2012 Sb., o podminkach obchodovaéni s povolenkami
na emise sklenikovych plyn(, ve znéni pozdéjsich predpist.

Zavedeni Systému Fizeni bezpecnosti informaci (ISMS) —
certifikace ISO 27001

Spolecnost OTE, a.s., v rdmci kontinualniho zkvalitiovani svych sluzeb
Uspésné zavrsila implementaci Systému fizeni bezpeénosti informaci

(ISMS) a v ¢ervenci 2018 ziskala certifikat dle normy CSN I1SO/IEC 27001.

Audit AIB

Operator trhu ke dni 30. 11. 2018 Uspésné absolvoval pravidelny
audit procesu tykajicich se zaruk plvodu, ktery provadi evropska
asociace vydavatell zaruk pavodu AIB. V souladu s vystupy tohoto
auditu a souvisejicimi doporucenimi Operator trhu dale rozviji systém
Evidence zéruk pavodu.

In accordance with CACM, on 19 February 2018 the Energy Regulatory Office

(ERO) approved the following methodologies:

e Products that NEMOs may take into account in the single day-ahead and
intraday coupling

e Back-up methodologies

In accordance with CACM, on 26 July 2018 the Agency for the Cooperation
of Energy Regulators (ACER) approved the methodology for a price
coupling algorithm and a continuous trading matching algorithm, including
a proposal for a common set of requirements for algorithm development.
The methodology comprises rules for the development and application

of the price coupling algorithm and the continuous trading matching
algorithm. It also defines the requirements that the two algorithms

must meet.

Changes in CS OTE ensuing from the implementation

of Regulation (EU) 2016/679 (GDPR) concerning
administration of technical data related to registration

of PDTs

With regard to Regulation (EU) 2016/679 of the European Parliament

and of the Council on the protection of natural persons with regard to

the processing of personal data and on the free movement of such data, and
repealing Directive 95/46/EC (General Data Protection Regulation, GDPR),
which came into effect on 25 May 2018, in April 2018 the Market Operator
implemented changes regarding processing of selected personal data

in the CS OTE information system, in particular in the field of administration
of technical master data related to the registration of PDTs.

The Market Operator processes personal data provided by market
participants, which were obtained in accordance with the requirements
of GDPR and relevant transposed national laws and regulations,

solely for the purpose of exercising its competencies pursuant to

Act No. 458/2000 Coll., on Business Conditions and Public Administration
in the Energy Sectors and on Amendments to Certain Acts, as amended
(Energy Act), Act No. 165/2012 Coll., on Supported Energy Sources

and on Amendments to Certain Regulations, as amended, and

Act No. 383/2012 Coll., on the Terms of Greenhouse Gas Emission

Allowance Trading, as amended.

Implementation of the Information Security Management
System (ISMS) — ISO 27001 certification

In order to keep improving its services, OTE, a.s. completed

the implementation of the Information Security Management System (ISMS)
and in July 2018 obtained a certificate under the ISO/IEC 27001 standard.

AIB audit

On 30 November 2018, the Market Operator successfully passed

a regular audit of processes related to guarantees of origin, carried out

by the European Association of Issuing Bodies (AIB). In line with the outcomes
of the audit and related recommendations, the Market Operator is further
developing the Registry of Guarantees of Origin (EZP) system.
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Iniciativa Price Coupling of Regions pfivitala nového
¢lena, feckého operatora trhu s energii

Energetické burzy, které jsou soucasti iniciativy Price Coupling

of Regions (PCR), pfivitaly v listopadu 2018 feckou energetickou burzu
Hellenic Energy Exchange S.A. (HEnEXx) jako svého osmého partnera.
Projekt PCR byl vybran a schvalen Narodnimi regulacnimi trady jako
platforma, ze které se bude ddle vychazet pfi vytvareni jednotného
evropského denniho trhu s elektfinou.

Prevod odbérnych mist do reZimu DPI

V pribéhu roku doslo k pfevodu odbérnych mist nékolika dodavatel(
elektriny, respektive plynu, k dodavateli posledni instance. V Unoru
2018 spolecnost E.ON Distribuce, a.s., jako provozovatel distribuéni
soustavy odstoupila od ramcové smlouvy o sdruzenych sluzbach
dodavky elektfiny u odbérnych mist uzaviené se spolecnosti

ST Energy, s.r.o., ¢imZ tento dodavatel elektfiny nemél u svych
odbérnych mist v distribuénich soustavach provozovanych
spolecnosti E.ON Distribuce, a.s., zajisténu sluzbu distribu¢ni soustavy
v elektroenergetice. Operator trhu tak v souladu s prislusnymi
ustanovenimi energetického zakona a provadécich pravnich predpist
na zékladé této skuteénosti proved| pfevod dotéenych odbérnych mist
elektriny k dodavateli posledni instance.

V bfeznu 2018 byla na zékladé informace spolecnosti One Energy &
One Mobile, a.s., o pozbyti moznosti dodavat elektfinu a plyn svym
zdkazniklm a schopnosti plnit pro obé komodity jako subjekt zuétovani
finanéni podminky zuctovani odchylek, pfevedena k dodavateli posledni
instance odbérna mista elektfiny a plynu této spolecnosti.

Dalsi prevody odbérnych mist elektfiny k dodavateli posledni
instance se pak v pribéhu roku 2018 uskutecnily z divodu nezajisténi
odpovédnosti za odchylku. To se tykalo odbérnych mist dodavatele
elektriny Energie Pro, s.r.o., v srpnu 2018, a ¢asti odbérnych mist
dodavatele elektfiny EASY energie, s.r.o., v fijnu 2018.

Technologicky upgrade obchodni platformy
vnitrodenniho trhu s plynem

Operator trhu v roce 2018 pfipravil po osmi letech od svého spusténi
vyznamny technologicky upgrade obchodni platformy pro vnitrodenni
trh s plynem. Implementované zmény reagovaly na podnéty Gcastnika
trhu ziskané v roce 2017, dale na dynamicky vyvoj na trhu s plynem

a na standardy obchodovani na evropskych kratkodobych trzich

a v oblastiIT.
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The Price Coupling of Regions initiative welcomed a new
member, Greek energy market operator

In November 2018 energy exchanges involved in the Price Coupling

of Regions (PCR) initiative welcomed the Hellenic Energy Exchange S.A.
(HENEX) as its eighth partner. The PCR project has been selected and
approved by the national regulators as a platform to build on in the creation
of a single European day-ahead electricity market.

Transfer of points of delivery to a last resort supplier

In 2018 points of delivery of several electricity and gas suppliers

were transferred to the supplier of last resort. In February 2018

E.ON Distribuce, a.s., as the distribution system operator, terminated

the framework agreement on bundled electricity supply services at points
of delivery concluded with ST Energy, s.r.o. As a result, distribution system
services in the energy sector were not provided for this electricity supplier
at its points of delivery in the distribution systems operated by E.ON
Distribuce. In accordance with the relevant provisions of the Energy Act
and implementing laws and regulations, the Market Operator transferred
the relevant points of delivery to a supplier of last resort.

In March 2018, points of delivery of electricity and gas supplier One Energy
& One Mobile, a.s. were transferred to a supplier of the last resort based
on information provided by One Energy & One Mobile that the company
was no longer licenced to supply electricity and gas to its customers and
could not, as a balance responsible party, meet the financial conditions for
the imbalance settlement in both commodities.

Other transfers of points of delivery of electricity to a supplier of last resort
carried out in 2018 were due to the failure to ensure responsibility for
imbalances. This included points of delivery of electricity supplier Energie
Pro, s.r.o., in August 2018, and a portion of the points of delivery of electricity
supplier EASY energie, s.r.o0., in October 2018.

Technological upgrade of the intraday gas market

trading platform

After eight years since the launch of the intraday gas market, the Market
Operator in 2018 implemented a major technological upgrade of its

trading platform. The implemented changes were made in response to
suggestions from market participants obtained in 2017, dynamic gas market
developments, and trading standards on European short-term markets and
in the IT field.



Inovované reseni, zaloZzené na nejmodernéjsich komunikacénich

a aplikacnich technologiich, pfineslo zrychleni prace s obchodovacim
systémem, zménu zpUsobu zajistovani nabidek, nové grafické
rozhrani a zavedeni novych moznosti prace s nabidkami. Zarover toto
feseni nabidlo uZivatelsky intuitivni prostfedi umoznujici pohotovou
reakci na aktudlni situaci na trhu. Véfime, Ze tyto zmény pomdzou
ucastniktm trhu tak, aby mohli Iépe realizovat svou obchodni strategii.
Timto krokem také doslo k sjednoceni technologickych reseni pro
obchodovani na vnitrodennim trhu s elektfinou a vnitrodennim trhu
s plynem. Implementované reseni bylo dédno k dispozici U¢astnikim
trhu dne 26. 9. 2018.

Vyvoj obchodi na kratkodobych trzich OTE

s elektfinou a plynem

Denni trh s elektfinou organizovany operatorem trhu zaznamenal dalsi
rekord. V roce 2018 bylo zobchodovano 22,89 TWh elektfiny. Jedna se
0 meziro¢ni narust objemu o 5,2 % oproti roku 2017. Narust byl patrny
ve vétsiné mésicd roku 2018. Primérna cena obchod(i na dennim

trhu s elektfinou (BL 2018) v roce 2018 byla 46,02 EUR/MWh. Oproti
pramérné cené roku 2017 se jedna o meziro¢ni nardst o 26 %. Tento
novy rekord v objemu zobchodované elektfiny potvrzuje pozitivni trend
vyvoje obchodovani na dennim trhu.

Obchodovani na vnitrodennim trhu s elektfinou vykazuje také narust.
V roce 2018 bylo zobchodovano 550,17 GWh, coz predstavuje
mezirocni ndrlst o 1 % ve srovnani s rokem 2017, kdy se zobchodovalo
544,84 GWh.

Objem obchodu na blokovém trhu s elektfinou dosahl hodnoty
16,60 GWh.

Celkové se na kratkodobych trzich OTE s elektfinou zobchodovalo
23,46 TWh elektfiny. Bylo dosazeno narlstu ve vysi 5,1 % oproti
roku 2017, kdy objem ¢inil 22,33 TWh elektfiny.

Na vnitrodennim trhu s plynem bylo v roce 2018 zobchodovéano

3 059 GWh plynu, doslo tak k meziro¢nimu poklesu ve vysi 18,4 %
oproti roku 2017, ve kterém Ucastnici trhu uzavieli obchody v objemu
3 747 GWh. Presto se jedna o druhé nejvyssi zobchodované mnozstvi
od roku 2010, kdy byl vnitrodenni trh s plynem otevren.

Operator trhu déle organizuje vyrovndvaci trh s regulacni energii a trh
s nevyuzitou flexibilitou. K 31. 12. 2018 mélo pfistup na kratkodobé
trhy s elektfinou 113 Gcastnikd a na kratkodoby trh s plynem

97 Ucastnika.

The innovative solution, based on state-of-the-art communications and
application technologies, provides a faster operation of the trading system,
change in the method of bidding, new graphic interface, and it enables
more variable handling of bids. It also provides a user-friendly, intuitive
environment allowing a quick response to the current market situation. We
believe that market participants will have better opportunities to execute
their business strategies. In addition, this step has integrated technology
solutions for trading on the intraday electricity market and the intraday
gas market. The implemented solution was made available for market
participants on 26 September 2018.

Trades executed on OTE’s short-term electricity

and gas markets

The day-ahead electricity market operated by the Market Operator recorded
another annual high. The volume of electricity traded on this market in 2018
totalled 22.89 TWh, representing a 5.2% increase year-on-year. Growth

in traded electricity was evident in most months of the year. The average
price of trades on OTE’s day-ahead electricity market (BL 2018) was EUR
46.02/MWh in 2018. Compared to the previous year’s average price, it

rose by 26%. This new trend in the volume of traded electricity reaffirms

the favourable trend in trading on the day-ahead market.

The volume of electricity traded on the intraday electricity market in 2018
also continued to rise, totalling 550.17 GWh, which is 1% more than in 2017
when the total volume of traded electricity amounted to 544.84 GWh.

The volume of electricity traded on the block market amounted
to 16.60 GWh.

Overall, 23.46 TWh of electricity was traded on OTE’s short-term markets
in 2018, resulting in an increase of 5.1% compared to 2017 when the volume
of electricity trades totalled 22.33 TWh.

The volume of gas traded on the intraday gas market in 2018 totalled

3,059 GWh, representing a year-on-year decline of 18.4 % from 3,747 GWh
of gas traded by market participants in 2017. Still, the 2018 result represents
the second largest volume of gas traded on the intraday gas market since
2010 when this market was launched.

The Market Operator also operates the balancing market with regulating
energy and the unused flexibility market. As at 31 December 2018,

113 market participants had access to the short-term electricity market,
and 97 market participants were registered on the short-term gas market.
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Vyporadané objemy denniho trhu s elektfinou

2014-2018 (GWh) (v¢. preshrani¢nich tokl z DT)
Settled volumes on the day-ahead electricity market
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Vyporadané objemy vnitrodenniho trhu s plynem
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Struktura registrovanych objemu plynu

v roce 2018 - prodeje (GWh)

Structure of registered gas sales in 2018 (GWh)

Struktura vyplacené podpory elektfiny a tepla

v roce 2018 (mil. K¢)
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vnitrodenni trh
intraday market

dvoustranné smlouvy
bilateral contracts

export
export
vtlaceni
injection

Structure of support paid for electricity and heat

in 2018 (CZK million)

43 689

116

2124

199

podpora OZE

(zeleny bonus + povinny vykup)
support for RES

(green bonus + feed-in-tariff)

podpora druhotnych zdroji
support for secondary sources

podpora vysokouginné
kombinované vyroby elektiny
atepla

support for combined heat
and power

podpora tepla
support for heat

Struktura registrovanych objemu plynu
v roce 2018 — nakupy (GWh)

Structure of registered gas purchases in 2018 (GWh)

3059

@ 266271
173 246

[ 32645

vnitrodenni trh
intraday market

dvoustranné smlouvy
bilateral contracts
import

import

tézba

withdrawal

Struktura vyplacené podpory elektfiny z obnovitelnych

zdrojh energie v roce 2018 (mil. K¢)

Structure of support paid for electricity from renewable

energy sources in 2018 (CZK million)

o 7021
) 3641

324
) 29203

1837
391

) 1273

bioplyn

biogas

biomasa

biomass

dalni plyn

mine gas

slunecni elektrarna
solar power plant

malé vodni elektrarna
small hydro power plant

skladkovy a kalovy plyn
landfill and sewer gas

vétrna elektrérna
wind power plant
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V roce 2018 bylo vydano o 20 %
zaruk puvodu vice oproti
predchozimu roku 2017.

~

The number of the guarantees
of origin issued in 2018
increased by 20% annually.




OCEKAVANY VYVOJ, CiLE A ZAMERY
PROJECTED DEVELOPMENTS, GOALS AND TARGETS

Rozvoj trhu s elektfinou a plynem, zajisténi transparentniho prostredi,
ochrana dat a informaci zpracovavanych operatorem trhu a plnéni
legislativou uloZenych povinnosti patii mezi hlavni priority spolecnosti
OTE. Energeticka legislativa a evropské predpisy definuji smér, kterym
se trh s elektfinou a plynem bude vyvijet a ktery OTE musi s pfedstihem
odhadnout a v kone¢ném dsledku respektovat. OTE zéroven
kontinudlné sleduje vyvoj IT technologii, aby vSechny systémy, které
provozuje, spliiovaly potieby dynamicky rostoucich trha s elektfinou

a plynem, IT bezpecénost a provozni spolehlivost.

Rozvoj samotné spolecnosti a technické infrastruktury provozované
operdtorem trhu i naddle zaméfujeme predevsim na nasledujici témata:
e implementace zmén plynoucich z Upravy narodni legislativy
a sitovych kodex,
e vytvoreni jednotného trhu s elektfinou,
e vytvoreni jednotného trhu s plynem,
e implementace inteligentniho méreni elektfiny a plynu,
e Uplnad registrace vSech odbérnych mist v elektroenergetice
v systému operatora trhu.

Zmény narodni legislativy
a sitovych kodext

Z pohledu evropské legislativy maji na ¢innosti OTE dopad tzv. sitové
kodexy, které plni roli provadécich predpist EU. Jejich vznik si
vyzadal tieti liberalizacni bali¢ek (nafizeni ES ¢. 714/2009 a nafizeni
ES ¢. 715/2009).

e Protrh s elektfinou

— nafizeni Komise (EU) 2015/1222 ze dne 24. 7. 2015, kterym se
stanovi ramcovy pokyn pro pfidélovani kapacity a fizeni pretizeni
(nafizeni CACM), véetné postuput a metodik z tohoto nafizeni
plynoucich;

— nafizeni Komise (EU) 2017/2195 ze dne 23. 11. 2017, kterym
se stanovi ramcovy pokyn pro obchodni zajistovani vykonové
rovnovahy v elektroenergetice (nafizeni GLEB).

e Protrhsplynem
— nafizeni Komise (EU) 312/2014 ze dne 26. 3. 2014, kterym
se stanovi kodex sité pro vyrovnavani plynu v prepravnich
sitich (BAL);
— nafizeni Komise (EU) 703/2015 ze dne 30. 4. 2015, kterym
se stanovi kodex sité pro pravidla tykajici se interoperability
a predavani Gdaja;

OTE's key priorities include growth of the electricity and gas markets,
ensuring transparency of the business environment, protection of data

and information processed by the Market Operator, and compliance with
obligations stipulated by legislation. Energy legislation and European
regulations define the direction of the development of the electricity and gas
markets that OTE must anticipate and observe. At the same time, OTE has
been monitoring the advancement of IT technologies to make sure that all
systems meet the requirements of dynamically growing electricity and gas
markets and of IT security and operating reliability.

The development of the Company itself and technical infrastructure operated

by the Market Operator is focused on the following areas:

e implementation of changes ensuing from amended national legislation
and network codes,

e creation of a single energy market,

e creation of a single gas market,

¢ implementation of smart electricity and gas metering,

e complete registration of all points of delivery in the energy sector
in the Market Operator’s system.

Changes to national legislation and
network codes

From the perspective of European legislation, OTE’s business activities have
been affected by Network codes that play the role of EU implementing
regulations. They are the result of the third liberalization package: Regulation
(EC) No. 714/2009 and Regulation (EC) No. 715/2009.

e For the electricity market
— Commission Regulation (EU) No. 1222/2015 of 24 July 2015
establishing a guideline on Capacity Allocation and Congestion
Management (CACM Regulation), including procedures and
methodologies resulting from the Regulation;
— Commission Regulation (EU) No. 2017/2195 of 23 November 2017
establishing a guideline on electricity balancing (GLEB Regulation).

e For the gas market
— Commission Regulation (EU) No. 312/2014 of 26 March 2014
establishing a network code on gas balancing of transmission
networks (BAL);
— Commission Regulation (EU) 703/2015 of 30 April 2015 establishing
a network code on interoperability and data exchange rules.
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— nafizeni Evropského parlamentu a Rady 2017/1938 o opatfenich
na zajisténi bezpecnosti dodavek zemniho plynu a o zruseni
nafizeni ¢. 994/2010.

Do budoucna budou mit bezesporu na trh s elektfinou vyznamny dopad
i opatfeni z budouci podoby tzv. Zimniho legislativniho balicku EU —
k energetické unii ,Cista energie pro véechny Evropany*.

Rok 2018 byl ve znameni finalizace konecného znéni vsech legislativnich
dokumentd, které jsou soucasti tohoto Zimniho legislativniho bali¢ku.
Pro operatora trhu byly nejzdsadnéjsi pripravované Upravy smérnice
o spolecnych pravidlech pro vnitini trh s elektfinou, natizeni o trhu

s elektfinou a smérnice o podpore obnovitelnych zdroja energie.

Tyto spolu s dalSimi legislativnimi opatfenimi se jisté zasadné

projevi na podobé trhu s elektfinou v budoucich letech, a tedy

budou mit i zasadni dopad na rozsah sluzeb poskytovanych OTE.
Operator trhu sdilel zkuSenosti z trhu s elektfinou a z trhu s plynem

a zadsadné prispival naméty k témto pfipravovanym dokumentim,

a to konzultacemi se zastupci Ministerstva pramyslu a obchodu

a Energetického regulacniho Gfadu, ale i diky svym mezinarodnim
aktivitdam v rdmci sdruZeni energetickych burz ,,Europex”, a to s cilem
prinést feseni, které bude v CR vyhodné pro Gcastniky trhu a koneéné
zdkazniky. Vazime si toho, Ze se ndm podafilo se zastupci obdobnych
spole¢nosti naseho typu v Evropé posilit roli ,,operatord trhu“ pfi
naplriovani pfislusnych ustanoveni jednotlivych evropskych smérnic

a narizeni. Timto vSak prace na implementaci zimniho legislativniho
bali¢cku nekonci. Mimo pfimou aplikovatelnost vybranych evropskych
nafizeni, bude nutné v dalsim kroku pfenést vybrané Gpravy smérnice
o spolecnych pravidlech pro vnitini trh s elektfinou do ceské
legislativy. Budeme se i naddle snazit byt plnohodnotnymi partnery pfi
implementaci téchto Uprav v podminkach CR.

Je zfejmé, Ze podobna diskuze, jaka probéhla v ramci pfiprav novel
evropskych smérnic a nafizeni zahrnutych pod zimnim legislativnim
balickem EU, bude probihat dfive Ci pozdéji i na trhu s plynem. Jiz nyni
shirdme naméty a argumenty pro tuto diskuzi, tak abychom i zde byli
vyhledavanymi partnery pro pfislusné narodni i evropské instituce.

Jednotny trh s elektfinou

Propojeni narodnich trha s elektfinou formou implicitni alokace kapacit
prispiva zejména ke zlepSeni trznich podminek obchodu s elektfinou
v participujicich zemich, k posileni likvidity, sniZzeni volatility cenovych
rozdil(i na jednotlivych organizovanych dennich trzich a v neposledni
fadé k efektivnimu vyuzivani kapacit preshrani¢nich vedeni. Propojeni
narodnich trhi Ceské republiky, Slovenska, Madarska a Rumunska

v roce 2014 (tzv. 4M MC) prokazuje vyznam téchto projektd a snahou
operatora trhu je hledat dal$i moznosti rozsifovani, prioritné

s cilem propojit 4M MC s integrovanym regionem zapadni Evropy
(MRC — Multi-Regional Coupling), ktery tvofi zemé od Portugalska

po Skandinavii. Za timto U¢elem jsou analyzovany rlzné varianty

a moznosti tohoto propojeni.
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— Regulation (EU) 2017/1938 of the European Parliament and
of the Council of 25 October 2017 concerning measures to safeguard
the security of gas supply and repealing Regulation (EU) No 994/2010.

The measures resulting from the future form of the “EU Winter Legislative
Package — Clean Energy for All Europeans”, will undoubtedly have a major
impact on the electricity market in the future.

In 2018, all legislative documents included in the EU Winter Legislative
Package were being finalized. Among the most important documents for

the Market Operator were the prepared changes to the directive on common
rules for the internal market in electricity, the electricity market regulation
and the directive on the promotion of the use of energy from renewable
sources. The foregoing and other legislative measures will indisputably
significantly affect the electricity market in future years and, subsequently,
the range of services provided by OTE. The Market Operator shared
experience gained from operating the electricity and gas markets and
contributed substantially to the drafting of these documents by consulting
with Ministry of Industry and Trade and Energy Regulatory Office officials, and
also by its international activities conducted within the scope of “Europex”
energy exchanges association with the aim to devise a solution that will

be beneficial for both market participants and final customers in the Czech
Republic. We are honoured that we have succeeded in strengthening

the role of market operators in implementing the relevant provisions

of the EU directives and regulations in cooperation with the representatives
of similar companies in Europe. However, this is not the end of the work

on implementing the EU Winter Legislative Package. Aside from selected EU
regulations that are directly applicable, the next step will require to transpose
specific amendments to the Directive on common rules for the internal
electricity market into Czech legislation. We will continue to strive to be

an equal partner in the implementation of the pertinent amendments

in the Czech Republic.

It is evident that discussions similar to those conducted within the framework
of draft amendments to EU directives and regulations included in the EU
Winter Legislative Package will take place sooner or later in the gas market

as well. We are already gathering suggestions and arguments for such
discussions to be a sought-after partner for the relevant national and

European institutions in this sector.

Single European electricity market

Connecting national electricity networks through implicit capacity
allocation contributes to improved market conditions for electricity

trading in the participating countries, increased liquidity, reduced volatility
of price differences on specific organized day-ahead markets, and effective
use of cross-border lines capacity. The integration of national markets

of the Czech Republic, Slovakia, Hungary and Romania in 2014 (4M MC)
proves the importance of these projects, whereas the Market Operator
strives to seek other possibilities of expansion, with a priority goal to couple
4M MC with the already integrated Western European region (MRC — Multi-
Regional Coupling) comprising countries from Portugal to Scandinavia. For
this purpose, a number of coupling variants and options have been analysed.



V roce 2018 byly obnoveny prace na projektu propojeni regionu 4M MC
s regionem MRC s vyuZitim metody flow-based alokace pfeshranicnich
kapacit. S ohledem na skutec¢nost, Ze regulacni autority jednotlivych
¢lenskych statd nedosly k rozhodnuti o jednotné metodologii pro
vypocet preshrani¢nich kapacit v regionu CORE, byla tato metodologie
postoupena k rozhodnuti Agenture pro spolupraci energetickych
regulaénich organt (ACER). Rozhodnuti ACER ukéze dalsi smér, jak
pokracovat v tomto projektu.

Snaha o propojeni 4M MC s integrovanym regionem zapadni Evropy
(MRC) se prokazala i diskuzi s prislusSnymi regulacnimi orgény,
nominovanymi organizatory trhu a provozovateli pfenosovych soustav
zde v regionu o propojeni 4M MC s MRC na bazi NTC implicitni alokace
kapacit preshranicnich kapacit jako mezikroku pred implementaci
metody flow-based alokace preshrani¢nich kapacit. Vysledkem byly
dopisy regulacnich organt 4M MC, Némecka, Rakouska a Polska

s vyzvou pfipravit a zahajit kroky, které by k tomuto feseni vedly.

Operator trhu bude v roce 2019 pfipravovat Upravy svych systému,
aby byly naplnény milniky jednotlivych ¢asovych harmonogrami
obou projekt(.

I s ohledem na vyznamny nar(st intermitentnich zdroju a jejich
penetrace v ramci jednotlivych elektrizacnich soustav se potvrzuje
rozmér dalSiho rozvoje vnitrodennich trhd, véetné jejich integrace

do spole¢ného evropského trhu. Projekt XBID, neboli Cross-border
Intraday, ktery byl zahdjen v roce 2012 s cilem vytvofit feseni pro
vnitrodenni kontinudini obchodovani na celoevropské urovni, a zvysit
tak celkovou efektivitu obchodovéni v ramci jednotného vnitrodenniho
trhu s elektfinou v EU, byl ve své prvni fazi spustén v ¢ervnu 2018.

V roce 2018 v souvislosti s implementaci feseni XBID, pokracoval
operator trhu ve spolupraci s provozovateli pfenosovych soustav

a nominovanych organizétor( trhu s elektfinou (NEMO), ktefi zastupuji
Rakousko, Ceskou republiku, Némecko, Polsko, Madarsko, Rumunsko,
Bulharsko, Chorvatsko a Slovinsko, v praci na lokalnim implementaénim
projektu, jehoZ cilem je propojit dotéené vnitrodenni trhy s elektfinou
s vyuzitim FeSeni XBID, a to v druhé poloviné roku 2019. Soucasti
rozvoje vnitrodenniho trhu v CR je i rozvoj dalsich technologickych
fesSeni, ktera zlepsuji podminky pro obchodovani na operatorem trhu
provozovanych platformach, a to na zakladé namétd jednotlivych
Ucastnikd trhu.

Na ¢innost operatora trhu z titulu jeho funkce bude mit vyznamny
dopad i dalsi ze sitovych kodext nafizeni Komise (EU) 2017/2195

ze dne 23. 11. 2017, kterym se stanovi ramcovy pokyn pro obchodni
zajistovani vykonové rovnovahy v elektroenergetice. Toto nafizeni
vytvafi tlak na sjednocovani pravidel v oblasti regulace elektrizacnich
soustav, véetné Uprav ve vypoctu a zuctovani odchylek, a predevsim
harmonizace zuctovaci periody. Cilem operatora trhu je aktivné
monitorovat vyvoj diskuzi a tam, kde se to operatora trhu tyka,

i spolupracovat na implementaci tohoto dlleZitého dokumentu a jeho
uvadéni do provozu. V nadchazejicim obdobi se Usili operatora trhu
bude zamérovat na implementaci zmén souvisejicich s moznymi

In 2018 work was resumed on the project for the coupling of the 4M MC
region with the MRC region on the basis of the flow-based allocation

of cross-border capacities. As the Member States’ regulatory authorities
have yet to decide on a common methodology for calculating cross-border
capacities in the CORE region, this methodology has been referred to

the ACER. The Agency’s decision will indicate the future direction of how this
project will proceed.

The efforts to connect 4M MC to the Western European integrated region
(MRC) were also demonstrated in discussions with the relevant regulatory
authorities, nominated market operators and TSOs in this region regarding
the coupling of 4M MC with MRC on the basis of NTC implicit allocation

of cross-border capacities as an interim step prior to the implementation
of the flow-based allocation of cross-border capacities. The outcome was
letters of regulators from 4M MC, Germany, Austria and Poland calling

on the preparation and initiation of measures leading to the application

of this solution.

In 2019 the Market Operator will focus on preparing modifications to its
systems in order to meet the milestones of the timelines set for the two
projects.

With regard to a significant increase in intermittent sources and their
penetration in different electric power systems, the topic of further expansion
of intraday markets, including their integration in the single European market,
has become increasingly important. The first phase of the XBID (Cross-Border
Intraday) project, launched in 2012 with the aim to create solutions for
intraday continuous trading across Europe and to increase the overall
efficiency of trading on the single European intraday electricity market, was
initiated in June 2018.

In connection with the XBID solution implementation, in 2018 the Market
Operator, in cooperation with other transmission system operators (TSOs)
and nominated market operators (NEMOs) representing Austria, Czech
Republic, Germany, Poland, Hungary, Romania, Bulgaria, Croatia and
Slovenia, continued to work on the local implementation project aimed

at the integration of the relevant intraday electricity markets in the second
half of 2019, using the XBID solution. Part of the development of the intraday
market in the Czech Republic is the development of other technological
solutions that improve the trading conditions of the platforms operated

by the Market Operator, based on the proposals of individual market
participants.

By virtue of its function, the Market Operator’s activity will also be
significantly affected by another network code — Commission Regulation (EU)
No. 2017/2195 of 23 November 2017 establishing a guideline on electricity
balancing. This Regulation puts pressure on the harmonization of rules

in the area of regulation of power networks, including modifications

of the calculation and settlement of imbalances and, in particular,

the harmonization of the clearing period. The Market Operator’s objective is
to actively monitor the trend in ongoing discussions and, where relevant for
its operations, collaborate in the implementation of this important document.
In the coming year, the Market Operator will focus on implementing changes
related to possible modifications to the imbalance settlement methodology,
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Upravami metodiky zU¢tovani odchylek, tak aby odpovidaly vysledkim
diskuzi nad sjednocovanim jednotlivych pravidel v Evropé. Dalsi Usili
bude operator trhu smérovat do naplfiovani pozadavku harmonizace
intervalu zuc¢tovani odchylek na 15minutovou zuctovaci periodu,
které i pres rozhodnuti Energetického regulac¢niho tradu z ¢ervna
2018 o udéleni vyjimky z pozadavku harmonizace intervalu zGétovani
odchylek na 15minutovou zuctovaci periodu a posunuti terminu
implementace této tpravy v podminkach CR a7 za horizont roku 2021,
znamena jiz dnes pfipravu technickych a organiza¢nich krokd k tomu,
aby byl operator trhu v dostatecném ¢asovém predstihu na tento
prechod pfipraven.

Jednotny trh s plynem v Evropé

Obchodovani na trhu s plynem v jednotlivych zemich Evropy ma sva
specifika jak z pohledu pravidel obchodovani, tak z hlediska bezpec¢nosti
dodavek a provoznich podminek jednotlivych soustav. Proto je i nadéle
ze strany Evropské komise a skupiny evropskych reguldtor( vyvijen
velky tlak na harmonizaci fadd provozovatel( prepravnich soustay,
pravidel obchodovani s plynem v jednotlivych zemich a na postupné
propojovani dil¢ich trhl napfi¢ ¢lenskymi staty. Pro operatora trhu
méla velky vyznam implementace zmén pravidel obchodovani podle
kodexu sité pro vyrovnavani plynu v pfepravnich sitich (NC BAL) a podle
kodexu sité pro pravidla tykajici se interoperability a predavani udaju.
Dalsi dopady Ize oéekavat od novely nafizeni 984/2013, kterym se
zavadi kodex sité pro mechanizmy pridélovani kapacity v plynarenskych
prepravnich soustavach, a to zejména v oblasti registrace nominaci
prepravy diky zavedeni virtudlnich hrani¢nich bodd. Tyto kodexy jsou
soucasti souboru pravnich predpist (nafizeni EU), ktery vznika s cilem
vytvoreni jednotného trhu s plynem. V podminkach Ceské republiky
provozovatel pfepravni soustavy zajistuje tzv. fyzické vyrovnavani
prepravni soustavy, zatimco operator trhu odpovida za tzv. obchodni
vyrovnavani prepravni soustavy.

Principy novych pravidel pro vyrovnavani odchylek v €R, ukotvené

ve vyhldsce ¢. 349/2015 Sb., o Pravidlech trhu s plynem, plnici
pozadavky NC BAL, byly Gspésné implementovany v ¢ervnu 2016. Tyto
principy se ukazaly byt zcela funkéni. Operator trhu pracuje na dalSim
rozvoji téchto principl s cilem posilit tuzemsky trh s plynem. Zaslané
naméty na rozvoj obchodovéni na organizovanych trzich od ucastnikd
trhu jsou peclivé vyhodnocovany a relevantni ndméty jsou predavany
energetickému regula¢nimu Gradu k diskuzi a k ptipadné implementaci
do energetického prostredi.

Operatora trhu se tyka i kodex sité pro pravidla zaméreny

na interoperabilitu a prfedavani Gdaju, ktery si klade za cil harmonizovat
technickou a provozni oblast a oblast sdélovani informaci tak, aby
nevznikly prekdzky branici integraci trhu v EU. Odpovidajici mira
harmonizace by méla pfispét téZ k bezpec¢nosti dodavek a pfimérenému
a bezpecnému pfistupu k informacim a k usnadnéni preshranicni
pFepravy plynu. Pro operdtora trhu to znamena umoznit Gc¢astnikim
trhu komunikaci prostfednictvim standardu AS4, na jehoZ implementaci
bude operator trhu usilovné pracovat v aktualnim roce.
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so as to reflect the results of discussions on the harmonization of individual
rules in Europe. Further efforts will be made to ensure the Market Operator’s
compliance with the requirement to adjust the imbalance settlement period
to the 15-minute settlement period which, despite the Energy Regulatory
Office’s decision of June 2018 to grant an exemption from the requirement to
harmonize the imbalance settlement period with the 15-minute settlement
period and to postpone the date of implementation of this transition

in the Czech Republic beyond the 2021 timeline, already requires to initiate
technical and organizational measures so that the Market Operator is ready
for this transition well ahead of the deadline.

Single European gas market

Gas trading varies in different European countries in respect of trading

rules and in respect of security of the supply and terms of operation

of separate transmission systems. For these reasons, the European
Commission and a group of European regulators exert considerable pressure
on the harmonization of the rules applied by transmission system operators,
gas trading rules in individual countries, and gradual integration of national
markets across EU Member States. Of great importance for the Market
Operator is the implementation of changes in trading rules in line with

the network code on gas balancing of transmission networks (NC BAL) and
the network code on interoperability and data exchange rules. Other effects
may be expected from an amendment to Commission Regulation (EU)

No. 984/2013 establishing a network code on capacity allocation mechanisms
in gas transmission networks, in particular in the area of transmission
nominations registration due to establishing virtual interconnection points.
The codes are part of a set of regulations (EU), which are being drafted with
the aim to create a single gas market. Under the conditions of the Czech
Republic, the transmission system operator is responsible for commercial
balancing of the transmission system.

The principles of the new rules for managing imbalances in the Czech
Republic, set out in Decree No. 349/2015 Coll., on Gas Market Rules that
meet the requirements of NC BAL, have been successfully implemented

in June 2016. These principles have proved to be fully functional. The Market
Operator continues to develop the foregoing principles with the aim to
strengthen the Czech gas market. All suggestions for the development

of trading on the organized markets received from market participants have
been carefully assessed and relevant proposals have been submitted to

the Energy Regulatory Office for discussion and, if possible, implementation

in the energy environment.

The Market Operator’s activities have also been impacted by the network
code on interoperability and data exchange rules aimed at harmonizing
the technical and operational areas and the area of information disclosure
so as to avoid barriers to EU gas market integration. The required level

of harmonization should also contribute to security of supply and
adequate and secure access to information and facilitating cross-border
gas transmission. This means for the Market Operator to enable market
participants to communicate using the AS4 standard; the Market Operator

will vigorously work on its implementation in the current year.



Harmonizace pravidel pro obchodovani' s plynem je zakladnim
predpokladem pro integraci jednotlivych trhi se zemnim plynem.
Dusledky integrace budou mit vyznamny dopad na ¢innosti operatora
trhu, proto operator trhu bedlivé sleduje vyvoj v této oblasti a je
pripraven diskutovat a aktivné se podilet na konkrétnim feseni.

V roce 2018 byly zahdjeny diskuze nad implementaci nafizeni
Evropského parlamentu a Rady 2017/1938 o opatfenich na zajisténi
bezpeénosti dodavek zemniho plynu a o zru$eni nafizeni ¢. 994/2010.
Z téchto diskuzi vyplynou pro rok 2019 konkrétni ndméty na Gpravu
legislativnich norem a IT systému, a to i na strané operatora trhu.
Cilem téchto zmén je dostat mimo jiné pozadavku na pofizeni nebo
poskytnuti plynu v ramci solidarity mezi ¢lenskymi staty EU.

re

Implementace inteligentniho méreni
elektfiny a plynu

Systémy inteligentniho méreni (AMM, smart metering) elektfiny a plynu
a systémy fizeni spotieby elektfiny jsou vyznamnym prvkem budoucich
inteligentnich siti. Pfedpokldadana implementace infrastruktury tohoto
systému s sebou nese kromé dopad( na jednotlivé provozovatele
soustav téz fadu zmén a vyzev pro operatora trhu. V souéasnosti
probihaji diskuze jak nad koncepci rozvoje inteligentnich systémi

a prvki v energetice CR, tak nad ¢asovym planem pfipravy a realizace
navrhovanych krok(l a opatteni ve vazbé na Statni energetickou
koncepci a projekt Narodni akéni pldn Smart Grids (NAP SG) schvéleny
Vladou CR v éervnu 2015. NAP SG predpokladé postupné zavedeni
inteligentnich siti a dalSich opatreni rozvoje nezbytné infrastruktury
pro zabezpeceni spolehlivého a bezpecného provozu jednotlivych ¢asti
a prvkd elektrizaéni soustavy CR. Soucasti NAP SG je uceleny navrh
opatreni (tzv. akénich listd), ktera zajisti pFipravu a realizaci jednotlivych
krok( k naplnéni téchto cila.

S implementaci inteligentniho méreni elektfiny a plynu souvisi téz
projekt registrace vSech odbérnych a predavacich mist v systému
operatora trhu. Spolu s tim je nezbytné fesit problematiku

zmény stavajiciho zplsobu registrace a evidence odbérnych

a preddvacich mist elektfiny a plynu, coz v kone¢ném dusledku

nese organizacni, systémové a financ¢ni dopady na operatora trhu.
Zachovani transparentnosti pfi vyméné dat mezi mistné prislusnym
provozovatelem distribucni soustavy a jeho obchodnikem je pro
operatora trhu zcela zasadnim aspektem podporujicim dalsi rozvoj trhu
s elektfinou a plynem.

Je nezpochybnitelné, Ze pouze implementace AMM umozni
implementovat vybrané funkcionality na trhu s elektfinou, které ndm
prindsi posledni znéni viech legislativnich dokument, které jsou
soucasti Zimniho legislativniho bali¢cku EU — k energetické unii ,Cista
energie pro vSechny Evropany”. Mezi tyto funkcionality patfi zejména
moznost poskytovani flexibility, vznik tzv. nezavislych agregatord, oblast
akumulace a podpory elektromobility.

The harmonization of rules for gas trading is an essential prerequisite for

the integration of individual natural gas markets. As the consequences

of integration will have a significant impact on the Market Operator’s
activities, the Market Operator closely monitors the development in this area

and is prepared to discuss and actively participate in specific solutions.

Discussions were initiated in 2018 regarding the implementation

of Regulation (EC) 2017/1938 of the European Parliament and of the Council
concerning measures to safeguard the security of gas supply and repealing
Regulation (EU) No 994/2010. These discussions will yield specific

proposals for amending legislation and IT systems in 2019, including

the Market Operator’s systems. One of the objectives of the changes

is to meet the requirement to provide and receive solidarity gas among

EU Member States.

Implementation of electricity and gas
smart metering

Smart electricity and gas metering systems (AMM, smart metering) and
electricity consumption management systems are an important part

of future smart energy networks. The anticipated implementation of such
infrastructure systems will affect relevant system operators and bring about
a number of changes and challenges for the Market Operator. Discussions
are under way about the strategy of developing smart systems and
components within the Czech power sector and the schedule of preparation
and implementation of the proposed steps and measures in conjunction
with the National Energy Policy and the Smart Grids National Action Plan
(NAP SG) project approved by the Czech government in June 2015. NAP SG
envisages the gradual implementation of smart grids and other measures
for the development of the necessary infrastructure to ensure reliable and
secure operation of the systems and components of the electric power
system of the Czech Republic. NAP SG comprises comprehensive draft
measures (i.e. action sheets) for the preparation and implementation

of specific steps to achieve these objectives.

The project for the implementation of smart electricity and gas metering

is linked to the project for registration of all points of delivery/transfer

in the Market Operator’s system. This requires addressing changes

in the existing method of registration and records of points of delivery/
transfer for electricity and gas, which ultimately results in the organizational,
systemic and financial implications for the Market Operator. The Market
Operator’s key requirement for the ongoing development of the electricity
and gas markets is to maintain transparency in the exchange of data between
locally relevant distribution system operators and traders.

It is indisputable that only the AMM implementation will allow to apply
selected electricity market functionalities defined in the latest version of all
legislative documents comprised in the EU Winter Legislative Package —

Clean Energy for All Europeans. These functionalities include, in particular,
the option of providing flexibility, the emergence of independent aggregators,
accumulation, and support for electromobility.
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Uplna registrace viech odbérnych
mist v elektroenergetice v systému
operatora trhu

Energeticky zakon ukldda provozovatelim (distribucnich) soustav

v elektroenergetice povinnost registrovat od 1. 1. 2020 vSechna
odbérna a predavaci mista u operatora trhu. Toto rozhodnuti

o registraci viech odbérnych/pfedéavacich mist ma vyznamné dopady
do Centralniho systému operatora trhu, a proto jiz v roce 2017
zacaly na strané operatora trhu pfipravy na tuto registraci spocivajici
v zahdjeni potfebnych vykonovych analyz, stanoveni dopadud

do HW, SW a technické infrastruktury a navrhu optimalizacnich
opatfeni v Centralnim systému operatora trhu (CS OTE) s ohledem

na predpokladany nérlst objemu pfedavanych dat a dat evidovanych
v databazi a nardst vypocetni sloZitosti procest hromadného
zpracovani dat.

Na strané PDS se prikopnikem v naplfiovani zminéné zdkonné
povinnosti stala spole¢nost E.ON Distribuce, kterd moznost registrace
vsech jednotlivych OPM v systému CS OTE aktivné vyuZiva jiz

od listopadu 2017, a to pro obé komodity zaroven. Dalsi spolec¢nosti,
kterd zahajila ¢innosti spojené s jednotlivou registraci odbérnych mist
v CS OTE, byla od z&Fi 2018 spole¢nost CEZ Distribuce. Spole¢nost
PREdistribuce kroky spojené s migraci OPM do CS OTE zahdjila

na zacatku roku 2019.

V plynarenstvi ma registraci vSech odbérnych mist ambici fesit ndvrh
novely energetického zakona z konce roku 2018, ktery predpoklada
zavést tuto novou povinnost pro provozovatele distribu¢nich soustav
plynu s ucinnosti od 1. 1. 2026. Nicméné operator trhu vnima tento
termin jako hrani¢ni a doporucuje vSéem zuéastnénym subjektiim prace
na registraci odbérnych mist v plyndrenstvi dokoncit jiz pred timto
terminem.
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Complete registration of all points of delivery
in the energy sector and in the Market
Operator’s system

The Energy Act requires power (distribution) system operators to register
all points of delivery and points of transfer with the Market Operator

as of 1 January 2020. This decision to register all points of delivery/
transfer has a significant impact on the Market Operator’s Central System.
In 2017, the Market Operator already began to prepare for this registration
by initiating the necessary performance analyses, determining the effects
on HW, SW and technical infrastructure, and proposing optimization
measures in the Market Operator’s Central System (CS OTE) with regard to
an anticipated increase in the volume of transmitted data and data recorded
in the database, as well as an increase in the computational complexity

of the mass data processing processes.

E.ON Distribuce has become a pioneer among DSOs to comply with

the aforementioned statutory obligation. The company has been actively
using the option of registering all PDTs in the CS OTE system since

November 2017 simultaneously for both commodities. On September 2018
CEZ Distribuce was another company to commence activities related to

the registration of specific points of delivery in CS OTE. PREdistribuce intends
to take the first steps necessary for PDT migration in early 2019.

In the gas industry, registration of all points of delivery is addressed

in a draft amendment to the Energy Act submitted in late 2018 which
foresees the implementation of the new obligation for gas distribution
system operators as of 1 January 2026. The Market Operator views this date
as the latest possible and recommends that all involved entities complete
the registration of points of delivery in the gas sector before the stipulated
deadline.
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o podnikatelské Cinnosti spolecnosti
a stavu jejiho majetku k 31. 12. 2018

Hlavni oblasti cinnosti

OTE pusobi na liberalizovaném trhu s elektiinou a plynem v Ceské
republice jako subjekt se zvlastnim postavenim jiz sedmnact let a svou
ulohu Gspésné plni.

Hlavnim predmétem Cinnosti spolecnosti je zajisténi tkol stanovenych
v § 20a zdkona ¢. 458/2000 Sb., o podminkach podnikani a o vykonu
statni spravy v energetickych odvétvich a 0 zméné nékterych zakond
(energeticky zékon) ve znéni pozdéjsich predpisd, tj. zejména
vyhodnoceni, zG¢tovani a vyporadani odchylek mezi sjednanymi

a skuteénymi dodavkami a odbéry elektfiny nebo plynu a déle
organizovani kratkodobého trhu s elektfinou a kratkodobého trhu

s plynem. Dale mezi tyto ¢innosti patfi rovnéz vyplata podpory podle
zékona €. 165/2012 Sh., o podporovanych zdrojich energie. Z pohledu
energetického zédkona jsou tyto cinnosti vykonavany jako regulované.

Spole¢nost dale v souladu se zakonem €. 383/2012 Sb., o podminkach
obchodovani s povolenkami na emise sklenikovych plynd, realizuje
spravu verejné pristupného rejstiiku obchodovani s povolenkami

na emise sklenikovych plynu. Vedeni rejstfiku neni regulovanou ¢innosti
ve smyslu energetického zakona a je vykazovano oddélené od cinnosti
regulovanych.

Vyvoj spolecnosti

Vznik a postaveni spole¢nosti OTE jsou Uzce spjaty s liberalizaci trhu

s elektfinou a plynem v CR. Tak jak se trh s obéma komoditami vyvijel,
byl systém operatora trhu podle potieb trhu rozvijen a doplfiovan

o dalsi funkcionality na podporu obchodnich aktivit i¢astnikd trhu.

Role OTE byla posilena v roce 2005, kdy byl zdkonem ¢. 695/2004 Sb.,
o podminkach obchodovéni s povolenkami na emise sklenikovych
plynQ, operator trhu povéren zfizenim a spravou verejné pristupného
rejstfiku pro obchodovani s povolenkami na emise sklenikovych plyn(.

REPORT OF OTE’s BOARD OF DIRECTORS
on Company business operations and assets
as at 31 December 2018

Key Business Operations

OTE holds a special position on the liberalized electricity and gas markets
in the Czech Republic and has been successful in achieving its objectives for
seventeen years.

OTE’s core business operations comprise meeting the obligations laid

down in Section 20a of Act No. 458/2000 Coll., on Business Conditions and
Public Administration in the Energy Sectors and on Amendments to Certain
Acts (Energy Act), as amended, specifically the evaluation and settlement

of imbalances between contracted and metered electricity or gas supply and
consumption and organizing the short-term electricity market and the short-
term gas market. OTE’s activities include also payments of support pursuant
to Act No. 165/2012 Coll., on Supported Energy Sources. The foregoing
operations are classified as regulated in compliance with the Energy Act.

Pursuant to Act No. 383/2012 Coll., on the Terms of Greenhouse Gas
Emission Allowances Trading, the Company also administers a registry for
trading greenhouse gas emission allowances. The registry administration
is not a regulated activity under the Energy Act and the related financial
reporting is separate from regulated operations.

The Company’s Development

The establishment and position of OTE are closely associated with

the liberalization of the electricity and gas markets in the country. As both
markets expanded, the Market Operator’s system has been developed and
updated with additional functionalities to support market participants’
business activities.

OTE’s role was strengthened in 2005 when the Market Operator was made
responsible for the setting up and administration of a registry for trading
allowances for greenhouse gas emissions pursuant to Act No. 695/2004 Coll.,
on the Terms of Greenhouse Gas Emission Allowance Trading.
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V roce 2010 zahajil operator trhu vykon ¢innosti v oblasti plynarenstvi.
Tato zména méla za nasledek i zménu nazvu spoleénosti z piivodniho
Operator trhu s elektfinou, a.s., na novy nazev OTE, a.s. Slouc¢enim roli
operatora trhu s elektfinou a operatora trhu s plynem doslo k otevieni
cesty k postupné harmonizaci pravidel trhu s elektfinou a plynem

a k rozvoji multiutilitnich spolecnosti.

Na zékladé zékona €. 165/2012 Sb., o podporovanych zdrojich energie,
zajistuje od ledna 2013 operdtor trhu téZ vyplatu provozni podpory
podporovanym zdrojim energie.

Operator trhu tak dlouhodobé poskytuje Gc¢astnikim trhu s elektfinou
a plynem na jednom misté a v jednom systému komplexni

sluzby. Vyraznym pfinosem slouceni ¢innosti operdtora trhu pro
elektroenergetiku a plynarenstvi je moznost Gcastnik( trhu vyuzit
jednu spolecnou platformu pro zadavéni dat dle svych nastavenych
prav a ¢innosti v ramci pfidélenych licenci podle energetického zdkona.
Operator trhu je garantem spolehlivého provozu trhu s elektfinou

a plynem diky stabilnimu systému zahrnujicimu finanéni zajisténi
obchodi s témito komoditami.

Trh s elektfinou

Informacni systém operdtora trhu umoziuje zejména sbhér

a poskytovani dat pro fakturaci distribuce elekttiny, zi¢tovani odchylek
mezi smluvnimi a skute¢nymi hodnotami dodavek a odbéru elektfiny,
administraci procesu zmény dodavatele a podporu obchodnich
platforem organizovaného kratkodobého trhu s elektfinou, konkrétné
blokového trhu, denniho trhu, vnitrodenniho trhu s elektfinou

a obchodni platformy vyrovnévaciho trhu s regulacni energii.

OTE dale zajistuje podpurné procesy uplatnénim typovych diagramu
dodavek pro zuc¢tovani dodavek zékaznikiim, ktefi na svych odbérnych
a predavacich mistech nemaiji instalovano pribéhové méfeni. Pro
urychleni komunikace pfi predavani dat a snazsi zpracovani zejména
velkych objemu dat je Géastnikim trhu umoznéno predavat data
prostfednictvim automatické komunikace.

PIné liberalizovaného trhu s elektfinou denné vyuzivaji odbératelé
elektriny, coZ se projevuje v poctech uskutecnénych zmén dodavatele
této komodity. Do konce roku 2018 bylo zaregistrovano v systému

OTE na odbérnych a predavacich mistech celkem 3 662 326 zmén
dodavatele, co? potvrzuje vyspélost trhu s elektfinou v CR a aktivitu
obchodnik(l na tomto trhu. V ramci projektu registrace viech
odbérnych mist bylo v CS OTE do konce roku 2018 zaregistrovdno
pfiblizné 60 % odbérnych mist, pficemz do konce roku 2019 je
planovéno, Ze jednotlivi provozovatelé distribu¢nich soustav v systému
operatora trhu dokondi registraci vSech cca 5,9 mil. odbérnych mist.
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In 2010, OTE began to perform the market operator’s activities in the gas
sector, following an amendment to the Energy Act in 2009. This development
resulted in renaming the Company from the original Operator trhu

s elektfinou, a.s. (Electricity Market Operator) to OTE, a.s. Merging the roles
of electricity market operator and gas market operator paved the way for
the gradual harmonization of the rules for electricity and gas markets and
the development of multi-utility companies.

Pursuant to Act No. 165/2012 Coll., on Supported Energy Sources, since
January 2013 the Market Operator has also administered the disbursement
of operating aid related to supported energy sources.

The Market Operator provides electricity and gas market participants with
long-standing, comprehensive services in one place and within one system.

A significant benefit of the merger of the Market Operator’s operations for
the power and gas sectors is that market participants may use one common
platform for data submission according to their rights and activities specified
in their licences awarded under the Energy Act. The Market Operator is

the guarantor of reliable electricity and gas market operations due to a robust
system comprising financial security of trades involving these commodities.

Electricity Market

The Market Operator’s information system allows for the collection and
provision of data for electricity distribution billing, settlement of imbalances
between contracted and actual volumes of electricity supply and offtake,
administration of the change of supplier process and support for business
platforms of the organized short-term electricity market, specifically

the block market, day-ahead market, intraday market and trading platforms
of the balancing market with regulating energy.

Furthermore, OTE ensures support processes through the application of load
profiles for billing electricity supply to customers at points of delivery/transfer
that were not equipped with interval meters. To speed up communication

in data transfers and easier processing of particularly large data volumes,
market participants have an option to submit data via automatic

communication.

Electricity buyers take advantage of the fully liberalized market on a daily
basis, which is reflected in the number of executed changes of supplier of this
commodity. A total of 3,662,326 changes of supplier at points of delivery/
transfer was registered in the OTE system at the end of 2018, which testifies
to the maturity of the electricity market in the CR and traders’ activity on this
market. Approximately 60% of points of delivery was registered in CS OTE

by the end of 2018 as part of the project to register all points of delivery.
According to the plan, the distribution system operators are expected to
complete the registration of all 5.9 million points of delivery in the Market
Operator’s system by the end of 2019.



S cilem zrychlit a zkvalitnit sluzby spole¢nosti smérem k tcastnikiim
trhu je jiz vice nez deset let poskytovana moznost elektronické
fakturace vyporadani odchylek a kratkodobého trhu s elektfinou a také
elektronicka fakturace mezi distributory a obchodniky s elektfinou.

Integrace denniho trhu a vnitrodenniho trhu s elektfinou hraje
vyznamnou ulohu pro rozvoj kratkodobého obchodovani, a tvofi tedy
jednu ze stéZejnich Cinnosti operatora trhu. Zapojeni operatora trhu
do evropskych iniciativ (napf. projekty PCR, XBID) umoznuje dale
rozvijet jednotlivé obchodni platformy, a to nejen s cilem celoevropské
integrace (propojeni) dennich trhi s elektfinou na bazi cenového
Market Coupling. Nezbytnym krokem je i harmonizace obchodnich
pravidel (napt. obchodovani za zdporné ceny, rozsireni portfolia
obchodovatelnych produktt), které obchodnici znaji z Evropy.

V soucasné dobé je denni trh s elektfinou v CR propojen s trhy
Slovenska, Madarska a Rumunska (4M MC). V ndvaznosti na ustanoveni
operatora trhu tzv. Nominovanym organizdtorem trhu (NEMO)

na zakladé rozhodnuti ERU z listopadu 2015 pracuje OTE na napliiovani
vize jednotného evropského trhu s elektfinou tak, jak je ocekdvano

v souladu s nafizenim ¢. 2015/1222 ze dne 24. 7. 2015, kterym se
stanovi ramcovy pokyn pro pridélovani kapacity a fizeni pretizeni
(CACM). Za timto Ucelem spolupracoval operator trhu s ostatnimi
NEMO na vytvoreni a ndsledném pInéni pozadavk( schvéleného

,MCO planu“t, Prace na naplnéni povinnosti plynoucich z natizeni
CACM pokracovaly déle pripravou ostatnich navrhd metodologif

a postupd, které jsou po NEMO v ramci CACM pozadovany.

Duvéra Ucastnikd trhu v obchodni platformy provozované operitorem
trhu a spolehlivost jejich provozu se projevuje i v narustu likvidity
obchodované elektfiny na téchto platforméch. V roce 2018 byl dosazen
objem obchod na kratkodobych trzich s elektfinou organizovanych
operatorem trhu ve vysi 23,46 TWh, coZ predstavuje tretinu tuzemské
netto spotieby elektfiny. Obchodované objemy a spokojenost
ucastnikt s poskytovanymi sluzbami pro nas predstavuji zavazek sluzby
dale rozvijet.

Dalsi pokracovéni integrace denniho trhu s elektfinou bude silné
ovlivnéno rozhodnutim agentury pro spolupréci regulaénich organd
(ACER) tykajici se schvéleni spole¢né metodiky vypoctu kapacit

na principu flow-based alokace preshrani¢nich kapacit v souladu

s nafizenim Komise (EU) €. 2015/1222 (nafizeni CACM), a to v rdmci
jednotného regionu CORE (zahrnujiciho regiony CEE a CWE, véetné
hranic s Rumunskem a Chorvatskem) a rozdéleni rakousko-némecké
obchodni zény. Toto rozhodnuti bude mit zdsadni dopad na jiz
probihajici projekt pfipojeni regionu 4M MC k Ffeseni MRC, a to pravé
v ramci regionu CORE.

1 Tento MCO (Market Coupling Operator) plan (spoluprace mezi NEMOs, vyvoj a sprava
algoritmu pro DAM a ID, zpracovani vysledkd) bylo nutné dle CACM ¢l. 3, odst. 7 pfedlozit
narodnim regulaénim orgdndm ve Ihiité osmi mésict od vstupu CACM v platnost,
tj. 14. 4. 2016.

For more than a decade, electronic billing of the settlement of imbalances
and the short-term electricity market and electronic billing between
distributors and electricity traders has been facilitated with the aim to
streamline and improve the Company’s services provided for market

participants.

The integration of the day-ahead and intraday electricity markets plays
an important role in the development of short-term trading, and thus
constitutes one of the core activities of the Market Operator. The Market
Operator’s engagement in European initiatives (such as the PCR and XBID
projects) facilitates further development of specific trading platforms
with the objective of Europe-wide integration (coupling) of day-ahead
electricity markets on the basis of Price Market Coupling. This will require

the harmonization of trading rules (e.g. trading at negative rates, expansion

of tradable products portfolio) with the rules of other markets in Europe.

Currently, the day-ahead electricity market in the Czech Republic is coupled

with the markets of Slovakia, Hungary and Romania (4M MC). After

the Market Operator was appointed a Nominated Electricity Market Operator

(NEMO), based on a decision of the ERO in November 2015, OTE has been
working on implementing a vision of a single European electricity market
pursuant to Commission Regulation (EU) No. 2015/1222 of 24 July 2015
laying down framework guidelines for capacity allocation and congestion
management (CACM). To this end, the Market Operator collaborated with
other NEMOs to formulate and consequently meet the requirements

of the approved “MCO Plan”*. Work on compliance with the CACM-related

obligations continued by drafting other methodologies and processes
stipulated for NEMOs in CACM.

The market participants’ confidence in the trading platforms operated
by the Market Operator and reliability of operations is also reflected
in growing liquidity of electricity traded on these platforms. In 2018

the volume of electricity trades executed on short-term markets organized

by the Market Operator amounted to 23.46 TWh, which accounts for
one-third of domestic net consumption. The trading volumes and high
satisfaction of market participants with the services provided have
contributed to the Market Operator’s commitment to keep improving

its services.

The progress of the day-ahead electricity market coupling will be strongly
influenced by a decision of the Agency for the Cooperation of Energy
Regulators (ACER) concerning approval of the common methodology for
capacity calculation on the basis of flow-based allocation of cross-border

capacities pursuant to Commission Regulation (EU) 2015/1222 (CACM) within
a single CORE region (including CEE and CWE and borders with Romania and

Croatia) and the division of the Austrian-German trade zone. ACER’s decision

will have a major impact on the project for coupling 4M MC with MRC, which

is already under way, in the CORE region.

1 Under Article 3(7) of CACM, the MCO (Market Coupling Operator) Plan (cooperation among NEMOs,

development and administration of algorithms for DAM and ID, processing of results) had to be
submitted to national regulatory authorities within 8 months of the entry into force of CACM,
i.e. 14 April 2016.
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Vnitrodenni trh s elektfinou bude integrovan pravdépodobné ve druhé
poloviné roku 2019, a to v ramci lokdIniho implementacniho projektu
€. 15 (tzv. LIP 15). V rdmci tohoto projektu dojde k zapojeni pfislusnych
nabidkovych zdén a pfeshrani¢nich profilt do jiz fungujiciho feseni
XBID, a tedy i do jednotného propojeni vnitrodennich trhia dle natizeni
CACM. V roce 2018 probihaly v ramci projektu LIP 15 intenzivni prace
na designu, implementaci a testovani pfipojeni k reseni XBID.

Na kratkodobych trzich s elektfinou bylo ke konci roku 2018
registrovano 113 ucastnik trhu.

Trh s plynem

Vstup OTE na trh s plynem v roce 2010 se projevil nejen zménou nazvu
spolecnosti, ale predevsim vykonem Cinnosti operatora trhu v oblasti
plynarenstvi. Jednalo se zejména o ¢innosti spojené se zuc¢tovanim

a vyporadanim odchylek na trhu s plynem, organizaci kratkodobého
trhu s plynem a zajisténi podpory procesu zmény dodavatele pro
zékazniky — odbératele zemniho plynu.

Informacéni systém OTE se Uspésné zaclenil do viech datovych tokd

a struktur v plyndrenstvi a operator trhu se stal respektovanym
partnerem Ucastnik( trhu s plynem. Od pocéatku roku 2010 Ize registraci
vsech transakci na trhu s plynem provadét centralné v systému CS OTE,
od prepravy plynu pres uskladniovani az po zadavani dvoustrannych
smluv. Operator trhu do konce roku 2018 zaregistroval celkem

2 164 761 zmén dodavatele plynu v odbérnych mistech.

V poloviné roku 2016 doslo k zasadni zméné modelu trhu s plynem,
kdy byly principy vypofadani odchylek pfFizplisobeny nafizeni Komise
(EU) €. 312/2014, kterym se stanovi kodex sité pro vyrovnavani

plynu v pfepravnich sitich (NC BAL). Rok 2018 byl druhym rokem,

kdy byl tento novy model po cely rok provozu. BEhem této doby
nebyly s témito pravidly zaznamenany problémy ani na strané OTE,
ani na strané Gcastnikl trhu. Novelou vyhlasky ¢. 348/2015 Sh.,

o Pravidlech trhu s plynem, doslo ke sniZeni flexibility poskytované
obchodnikiim s plynem pro pokryti jejich odchylek, které nezpUsobuji
problém v soustavé.

V roce 2018 dochazelo k dalsimu posilovani role vnitrodenniho

trhu s plynem, a to nejen diky tomu, Ze tato platforma je vyuzivana
provozovatelem prepravni soustavy pro realizace tzv. vyrovnavacich
akci. Teprve pokud neni jeho nabidka na tomto trhu zobchodovana,
mUZe provozovatel pfenosové soustavy vyuZzit dalsi nastroje (napf. trhy
v zahranici). Bilateralni smlouvy na nakup a prodej plynu s predem
vysoutéZenymi subjekty tvofi nové aZ posledni moznost pro provedeni
vyrovnavaci akce.

Pokracovani v nastaveném trendu operatora trhu pfinaset nova

feseni Ucastnikdim trhu se projevila i vimplementaci inovovaného
technického feseni pro vnitrodenni trh s plynem. V rdmci této zmény
doslo k zavedeni novych funkcionalit, které reaguji na dynamicky

vyvoj na trhu s plynem, na standardy obchodovani na evropskych
kratkodobych trzich a na vyvoj v oblasti IT. To pfindsi obchodnikiim dalsi
komfort obchodovani a zvysuje Uspésnost obchodovani.
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The intraday electricity market is likely to be integrated in the second

half of 2019, as part of the Local Implementation Project No. 15 (LIP 15).
This project involves the integration of the relevant bidding zones and
cross-border profiles into the already running XBID solution, and thus

in the integrated intraday market in accordance with CACM. Intensive work
on the design, implementation and testing of accession to XBID was under
way in 2018 within the LIP 15 project.

At the end of 2018, a total of 113 market participants were registered
on the short-term electricity markets.

Gas Market

OTE’s launch of the gas market operation in 2010 was demonstrated not just
in the Company’s changed name but, in particular, in performing operations
on the gas market, specifically operations related to the settlement

of imbalances on the gas market, organization of the short-term gas market,
and provision of support for the change of supplier process for customers —

natural gas buyers.

The OTE information system was successfully integrated into all data
flows and structures in the gas industry and the Market Operator has
become a respected partner to gas market participants. Since early 2010,
all transactions executed on the gas market can be registered centrally

in CS OTE, from gas transmission to gas storage to submission of bilateral
contracts. Until the end of 2018, the Market Operator registered a total
of 2,164,761 changes of gas supplier at points of delivery.

In mid-2016, the gas market model changed fundamentally due to

the modification of the rules of the settlement of imbalances in accordance
with Commission Regulation (EU) No. 312/2014, establishing a network code
on gas balancing of transmission networks (NC BAL). 2018 was the second
year of the implementation of this new model for the entire period. During
this time, neither OTE nor the market participants experienced any problems
concerning these rules. An amendment to Decree No. 348/2015 Coll.,

on the Gas Market Rules, reduced flexibility provided to gas traders to cover
their imbalances that do not disrupt the transmission system.

In 2018 the role of the intraday gas market was further strengthened, also
because this platform is used by the TSO to carry out balancing actions.
The TSO may use other tools, such as foreign markets, only in the case its
bids are not traded on this market. In another change, bilateral contracts
for purchase and sale of gas with tender winners are the last option for
performing a balancing action.

The continued trend of the Market Operator to bring new solutions to
market participants was also manifest in the implementation of an innovative
technical solution for the intraday gas market. As a result of this change, new
functionalities have been introduced that respond to dynamic gas market
developments, the trading standards on European short-term markets, and
IT developments. The upgrade enhances traders’ comfort and success in their
market activities.



Inovované reseni, zaloZzené na nejmodernéjsich komunikacénich

a aplikacnich technologiich, pfineslo zrychleni prace s obchodovacim
systémem, zménu zpUsobu zajistovani nabidek, nové grafické rozhrani
a zavedeni novych moznosti prace s nabidkami. Zaroven toto reseni
nabidlo uZivatelsky intuitivni prostfedi umoznujici pohotovou reakci
na aktualni situaci na trhu. Timto krokem také doslo k sjednoceni
technologickych feseni pro obchodovani na vnitrodennim trhu

s elektfinou a vnitrodennim trhu s plynem. Implementované reseni
bylo dano k dispozici Gc¢astnikim trhu dne 26. 9. 2018.

Objem obchodu s plynem na vnitrodennim trhu i v roce 2018 prekrocil
hranici 3 TWh. Na tomto trhu bylo ke konci roku 2018 registrovano
97 aktivnich Gcastnikl trhu.

V roce 2018 byly zahajeny diskuze nad implementaci nafizeni
Evropského parlamentu a Rady 2017/1938 o opatfenich na zajisténi
bezpecénosti dodavek zemniho plynu a o zru$eni nafizeni ¢. 994/2010.
Vysledky téchto diskuzi budou mit dopad na konkrétni naméty

na Upravu, at legislativnich norem, nebo i IT systém(, a to i na strané
operatora trhu. Cilem téchto zmén je dostat mimo jiné pozadavku

na pofizeni nebo poskytnuti plynu v rdmci solidarity mezi ¢lenskymi
staty EU.

Podpora obnovitelnych zdroji energie a evidence
zaruk pavodu

Na zakladé zédkona ¢. 165/2012 Sb., o podporovanych zdrojich energie,
zajistuje operdtor trhu od ledna 2013 vyplatu provozni podpory
podporovanym zdrojim energie a vyplatu rozdilu mezi vykupni

a hodinovou cenou povinné vykupujicim a ceny za jejich ¢innost.

V systému operatora trhu jsou zaregistrovana vsechna predavaci
mista vyroben elektfiny pro zasildni vykaz( o vyrobé nebo hodinovych
dat z méreni ve vazbé na zdkon o podporovanych zdrojich energie

a vyhlasku o pravidlech trhu s elektfinou.

Nové registrace se tykaji pfedevsim malych vodnich elektraren a jejich
rekonstrukci, kogeneracnich jednotek a dale pak prevod zdroja

mezi jednotlivymi vyrobci, rozdéleni virtudlnich zdroji migrovanych

z databdazi PDS a nepodporovanych zdroja. Na konci roku 2018 bylo

v CS OTE registrovano 32 415 zdroj( elektfiny s narokem na podporu
o celkovém instalovaném vykonu 12 253 MW.

V priibéhu roku 2018 doslo k novelizaci vyhlasky ¢. 145/2016 Sb.
v souvislosti s upfesnénim vykazovani pro ucely vyplaty provozni
podpory podporovanym zdrojim energie.

V fijnu 2013 zprovoznil operator trhu informacni systém pro
elektronickou evidenci zaruk pavodu elektfiny vyrobené z OZE

a z vysokoUc¢inné kombinované vyroby elektfiny a tepla. Zaruka pGvodu
je tak po celou dobu svého Zivotniho cyklu (tj. od jejiho vydani az

po jeji uplatnéni) evidovana v elektronické podobé na tGctech svého
drzitele. V roce 2018 ziskalo do systému evidence zéruk plivodu (EZP)
noveé pfistup 131 drzitel( uétd. Celkem bylo 487 aktivnim drZitelim
ucéth vydano 3 499 533 zéruk plvodu, coz predstavuje narlst poctu
vydanych zaruk plvodu o 20,8 % oproti pfedchozimu roku 2017. Skrze

The innovative solution, based on state-of-the-art communications
and application technologies, provides a faster operation of the trading
system, change in the method of bidding, new graphic interface, and it
enables more variable handling of bids. It also provides a user-friendly
intuitive environment allowing a quick response to the current market
situation. In addition, this step has integrated technology solutions for
trading on the intraday electricity market and the intraday gas market.
The implemented solution was made available for market participants
on 26 September 2018.

The volume of gas traded on the intraday gas market in 2018 exceeded
the 3 TWh mark. At the end of 2018, 97 active participants were registered
on this market.

Discussions were initiated in 2018 regarding the implementation

of Regulation (EC) 2017/1938 of the European Parliament and of the Council
concerning measures to safeguard the security of gas supply and repealing
Regulation (EU) No 994/2010. These discussions will affect specific proposals
for amending legislation and IT systems, including the Market Operator’s
systems. One of the objectives of the changes is to meet the requirement to
provide and receive solidarity gas among EU Member States.

Support for Renewable Energy Sources and Registry

of Guarantees of Origin

Pursuant to Act No. 165/2012 Coll., on Supported Energy Sources, since
January 2013 the Market Operator has administered the disbursement

of operating subsidy for supported energy sources and the payment

of the difference between the feed-in-tariff and the hourly rate to mandatory
purchasers, and the tariffs for their operations. All transfer & delivery points
of power-generating installations were registered in the Market Operator’s
system in order to report production or hourly metered data pursuant

to the Act on Supported Energy Sources and the Decree on Electricity
Market Rules.

New registrations comprise primarily new and reconstructed small
hydroelectric plants, cogeneration units, transfers of plants between
producers, distribution of virtual sources migrated from DSO databases and
unsupported plants. At the end of 2018, 32,415 electricity producers eligible
for support with a total installed capacity of 12,253 MW were registered

in CS OTE.

Decree No. 145/2016 Coll. was amended in 2018 due to the need to be
more precise in the data reporting as the base for the subsidy payment
to supported energy sources.

In October 2013, the Market Operator launched an information system for
electronic recording of guarantees of origin (EZP) of electricity produced
from renewable energy sources and combined heat and power. Guarantees
of origin are registered electronically in their holders’ accounts over their
life cycle (i.e. from their issuance to cancellation). In 2018, 131 new account
holders gained access to the Registry of Guarantees of Origin (EZP) system.
A total of 3,499,533 guarantees of origin were issued for 487 active account
holders, which accounts for a 20.8% year-on-year increase in the number
of issued guarantees of origin. The process of cancellation of guarantees
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proces uplatnéni zaruk pdvodu byl transparentné garantovan pavod
priblizné 874 GWh elektfiny spotfebované v CR.

V navaznosti na zprovoznéni systému EZP se operator trhu stal

v listopadu 2013 ¢lenem mezinarodni asociace vydavatelskych subjektl
AIB. Cilem tohoto ¢lenstvi nebylo jen aktivni zastupovani zajm@ Ceské
republiky na poli zéruk pGvodu, ale i propojeni systému pro evidenci
zéruk plvodu provozovaného OTE s technickym systémem této
asociace, které by umoznilo mezinarodni transakce mezi jednotlivymi
zemémi Evropské unie sdruZzenymi v této asociaci.

Diky aktivitdm OTE v oblasti harmonizace Ceské legislativy s pfislusSnymi
evropskymi smérnicemi a téZ Gpravou nasich obchodnich podminek

byl operator trhu dne 30. 9. 2016, na zakladé rozhodnuti asociace AlB,
plné zafazen do mezinarodniho standardizovaného schématu EECS.

V prosinci 2016 operator trhu pfipojil svdj systém k mezinarodnimu
komunikaénimu portalu AIB Hub, coZ v prvnim kroku umoznilo import
zéruk plvodu z ostatnich statd sdruzenych v této asociaci. Po dalsi praci
operatora trhu na Upravach systému EZP a doménového protokolu bylo
v unoru 2017 uzivatelGm evidence zéruk plvodu umoznéno zaruky
puvodu také exportovat do ostatnich ¢lenskych statl asociace v souladu
s podminkami AIB.

Systém EZP je tak pIlné harmonizovan s ostatnimi systémy statd
sdruzenych v asociaci AIB a poskytuje uzivatelim komplexni sluzby

v oblasti prace se zarukami plivodu elektfiny vyrobené z obnovitelnych
zdrojl. Konkrétné je umoznéno importovat a exportovat zaruky ptvodu
vydané v téchto statech: Belgie, Chorvatsko, Dansko, Estonsko, Finsko,
Francie, Irsko, Island, Italie, Kypr, Litva, Lucembursko, Nizozemsko,
Norsko, Némecko, Rakousko, Slovinsko, Spanélsko, Svédsko a Svycarsko,
pricemz tento seznam bude rozsifovan tak, jak se dalsi zemé budou

do asociace AlB zapojovat. Spoluprdce operdtora trhu s ostatnimi cleny
asociace AlB vyrazné zvysuje transparentnost celého systému zaruk
putvodu ve vsech fazich jejich Zivotniho cyklu.

Rejstiik emisnich povolenek

0Od roku 2005, kdy v ndvaznosti na zdkon ¢. 695/2004 Sb., o podminkach
obchodovéni s povolenkami na emise sklenikovych plynd, operator trhu
ztidil a zacal spravovat rejstiik pro obchodovani s povolenkami na emise
sklenikovych plyn(, prosel systém emisniho obchodovéni nékolika
vyvojovymi etapami.

Od ¢ervna 2012 je rejstrik provozovan v ramci jednotného rejstfiku
Evropské unie.

Zékon €. 383/2012 Sb., o podminkach obchodovani s povolenkami

na emise sklenikovych plyn(, rozsifil ¢innosti OTE v oblasti emisniho
obchodovani, a to ustavenim operétora trhu do role tzv. drazitele
povolenek. Drazitel drazi objem povolenek, jez maji byt drazeny kazdym
Clenskym statem, ktery jmenoval draZitele dle nafizeni Komise (EU)
¢.1031/2010 o harmonogramu, spravé a jinych aspektech drazeb
povolenek na emise sklenikovych plynt v souladu se smérnici EP a Rady
2003/87/ES o vytvofeni systému pro obchodovani s povolenkami

na emise sklenikovych plynt ve spolecenstvi.
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of origin transparently declared the origin of approximately 874 GWh
of consumed electricity in CR.

Following the launch of the operation of the EZP system, in November

2013 the Market Operator became a member of the Association of Issuing
Bodies (AIB). The aim of this membership was not only to actively represent
the interests of the Czech Republic in the field of guarantees of origin, but
also to link the system for guarantees of origin administered by OTE to

the AIB communication system that would enable international transactions
of guarantees of origin between the EU Member States associated in the AIB.

Thanks to OTE’s activities related to harmonizing Czech legislation

with the relevant EU directives and modifying our business terms,

on 30 September 2016 the AIB decided to fully integrate the Market
Operator into the European Electricity Certificate Scheme (EECS).

In December 2016, the Market Operator established the connection to

the international communication system AIB Hub, which initially enabled
import of guarantees of origin from other countries associated in the AIB.
Following necessary modifications to the EZP system and the domain protocol
carried out by the Market Operator, in February 2017 the EZP system users
could start exporting their guarantees of origin to other member states

of the association under the AIB terms.

The EZP system is now fully harmonized with other AIB member states’
systems and provides users with comprehensive services in respect

of working with guarantees of origin of electricity generated from renewable
energy sources. Specifically, the system allows to import and export
guarantees of origin issued in the following countries: Belgium, Croatia,
Denmark, Estonia, Finland, France, Ireland, Iceland, Italy, Cyprus, Lithuania,
Luxembourg, Netherlands, Norway, Germany, Austria, Slovenia, Spain,
Sweden and Switzerland. The list of countries is to expand as more countries
join the AIB. The Market Operator’s cooperation with other AIB members
significantly enhances the transparency of the entire system of guarantees

of origin at all stages of their life cycle.

Emission Trading System

Since 2005, when the Market Operator established and began to administer
a registry for trading greenhouse gas emission allowances, pursuant to Act
No. 695/2004 Coll., the emission trading system has undergone several
development stages.

Since June 2012, the national registry has been operated as part
of the Union Registry.

Act No. 383/2012 Coll., on the Terms of Greenhouse Gas Emission Allowances
Trading, expanded OTE’s activities in emission trading by appointing

the Market Operator an auctioneer of allowances. The auctioneer auctions
the volume of allowances to be auctioned by each Member State that
appointed it an auctioneer pursuant to Commission Regulation (EU)

No. 1031/2010 on the timing, administration and other aspects of auctioning
greenhouse gas emission allowances pursuant to Directive 2003/87/EC

of the European Parliament and of the Council establishing a scheme for
greenhouse gas emission allowances trading within the Community.



V roce 2018 se v rejstiiku uskutecénilo 987 transakci, pfi nichZ zménilo
ucet celkem 364 424 984 jednotek. Do statistiky jsou zahrnuty veskeré
transakce s emisnimi povolenkami a kjotskymi jednotkami. Celkova
suma verifikovanych emisi vyprodukovanych ze zafizeni za rok 2017 ¢ini
66 821 980 tun CO,, coZ je 0 456 271 tun CO, méné neZ v pfedeslém
roce 2016.

V souvislosti s vykonem ¢innosti narodniho sprévce rejstriku
obchodovani s povolenkami a v souladu se zakonem ¢&. 257/2014 Sh.,

o podminkach obchodovéni s povolenkami na emise sklenikovych
plynt, a zdkonem ¢&. 253/2008 Sb., o nékterych opattenich proti
legalizaci vynos z trestné ¢innosti a financovani terorizmu, plni
operator trhu v roli spravce rejstiiku veskeré povinnosti definované pro
povinnou osobu podle zakona o nékterych opatrenich proti legalizaci
vynosu z trestné ¢innosti a financovani terorizmu.

Sluzby
Vyporadéani odchylek a organizovani kratkodobého trhu s elektfinou
a plynem predstavuji stézejni sluzby zajistované operatorem trhu v CR.

S Gcastniky trhu a subjekty zGc¢tovani jsou v zajmu transparentnosti
obchodnich vztah a upfesnéni pravniho rdmce uzavirany nékteré
z nasledujicich typt smluv pro oblast elektroenergetiky:

e smlouva o zUuc¢tovani odchylek,

e smlouva o pfistupu na kratkodoby trh s elektfinou,

e smlouva o pfistupu na vyrovndvaci trh s regulaéni energii,

e smlouva o predavani udaju,

e smlouva o zUc¢tovani regulacni energie,

e smlouva o pfistupu do CS OTE.

V oblasti elektroenergetiky bylo k datu 31. 12. 2018 v CS OTE
registrovano celkem 118 subjekt( zuétovani (7% nardst oproti

roku 2017), 260 provozovateld distribu¢ni soustavy (1,5% pokles),
115 dodavatell elektfiny, ktefi nejsou subjektem ziG¢tovani

(14% narust), 26 poskytovatel(i regulaéni energie, 56 Ucastnikd trhu,
ktefi pFistupuji na vyrovnavaci trh s regulacni energii (4% narust),

a 1 provozovatel pfenosové soustavy.

V oblasti plynarenstvi bylo k datu 31. 12. 2018 registrovano celkem

97 subjektl zuctovéni, 103 dodavatel(, ktefi nejsou subjektem

zUctovani (13% narust oproti roku 2017), a 65 provozovateld distribucni

soustavy a dale 1 provozovatel pfepravni soustavy a 4 provozovatelé

zésobnikd plynu. V oblasti plyndrenstvi operator trhu uzavira tyto

typové smlouvy:

¢ smlouva o zuctovani odchylek,

e smlouva o predavani udaju,

e smlouva o pfistupu do CS OTE,

e smlouva o pfedavani dat a zi¢tovani odchylek s provozovatelem
zasobniku plynu.

In 2018, 987 transactions were executed in the Registry and a total

of 364,424,984 units were transferred. The statistics comprise all transactions
with allowances and Kyoto units. The total amount of verified emissions
emitted by the installations for 2017 was 66,821,980 tonnes of co,,
representing a decrease of 456,271 tonnes of CO, compared to 2016.

In connection with the national administration of the EU Emission Trading
System (ETS) and pursuant to Act No. 257/2014 Coll. on the Terms

of Greenhouse Gas Emission Allowance Trading, and Act No. 253/2008 Coll.
on Selected Measures against Legitimization of Proceeds of Crime and
Financing of Terrorism, the Market Operator in the role of an EU ETS national
administrator complies with all obligations stipulated for the obliged entity
pursuant to the Act on Selected Measures against Legitimization of Proceeds
of Crime and Financing of Terrorism.

Services
OTE’s key services in the Czech Republic comprise settlement of imbalances
and organization of the short-term electricity and gas markets.

To ensure transparency of business relations and define legal terms and
conditions, OTE enters with market participants and balance responsible
parties into the following types of agreements pertaining to the power sector:
e agreement on settlement of imbalances,

e agreement on access to the short-term electricity market,

e agreement on access to the balancing energy market,

e agreement on submission of data,

e agreement on balancing energy settlement,

e agreement on access to CS OTE.

In the power sector, 118 balance responsible parties (7% increase
year-on-year), 260 distribution system operators (1.5% decrease
year-on-year), 115 electricity suppliers that are not balance responsible
parties (14% increase year-on-year), 26 providers of regulating energy,
56 market participants with access to the balancing energy market

(4% increase year-on-year) and 1 transmission system operator were
registered in CS OTE as at 31 December 2018.

In the gas sector, 97 balance responsible parties, 103 suppliers that are not

balance responsible parties (13% increase year-on-year), 65 distribution

system operators, 1 transmission system operator and 4 gas storage operators

were registered in CS OTE as at 31 December 2018. The Market Operator

enters into the following types of agreements pertaining to the gas sector:

e agreement on settlement of imbalances,

e agreement on submission of data,

e agreement on access to CS OTE,

e agreement on submission and settlement of imbalances with the gas
storage operator.
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Informacni systém pro zajisténi regulovanych ¢innosti na poli
elektroenergetiky a plyndrenstvi a s nim spojené nezbytné technické
prostfedky jsou provozovany formou outsourcingu na zékladé
smluvniho vztahu s fesitelem systému, spolec¢nosti CGI IT Czech
Republic s.r.0. Timto smluvnim vztahem jsou zajistény také nezbytny
rozvoj a bezpecénost systému.

Jako spravce rejstiiku obchodovani s povolenkami na emise
sklenikovych plyn( uzavira OTE s obchodnimi partnery smlouvu

o zfizeni a vedeni Uctu v rejstfiku pro obchodovani s jednotkami
pFidéleného mnoZstvi (povolenkami) emisi sklenikovych plynd a Upravé
souvisejicich vztah(. Spole¢nost eviduje 237 smluvnich partnerd,

ktefi jsou Ucastniky rejstriku. K 31. 12. 2018 bylo v rejstfiku povolenek
otevieno 296 Uctl provozovatell zafizeni, 28 osobnich vkladnich Gctd,
30 obchodnich Gctd a 8 Uéth provozovatell letadel.

Na zakladé povinnosti plynouci z energetického zakona zpracovava

OTE pro MPO, ERU, provozovatele elektrizaéni pfenosové soustavy
(CEPS, a.s.) a provozovatele plynarenské piepravni soustavy

(NET4GAS, s.r.0.) pravidelnou zpravu o budouci o¢ekavané spotfrebé
elektriny a plynu a o zplsobu zabezpeceni rovnovahy mezi nabidkou

a poptdvkou elektfiny a plynu. Ve vystupech je podavan zakladni obraz
ocekévaného stavu elektrizaéni soustavy CR a plynarenstvi z pohledu
vyroby, pfenosu, pfepravy a distribuce a obchodu s elektfinou

a plynem. Soucasti zpravy jsou také predikce budouci spotfeby elektfiny
a plynu. Vybér z této zpravy je k dispozici Uc¢astnikim trhu na webovych
strankdch spolecnosti.

Spolecnosti neplynou z titulu jejich aktivit Zadné zavazky vztahujici se
k ochrané Zivotniho prostredi.

Clenstvi OTE v profesnich organizacich a iniciativach
Stejné jako v minulosti také v roce 2018 pokracovalo zapojeni OTE
do aktivit v profesnich organizacich, iniciativach a jejich pracovnich
skupinach nejen v CR, ale i v zahranidi (Asociace energetickych
manazer — AEM, Cesky plynarensky svaz — CPS, The Council on
Large Electric Systems — CIGRE, Sdruzeni evropskych burz — Europex,
Association of Issuing Bodies — AIB).

Operator trhu se v souvislosti s povinnostmi vyplyvajicimi z ustanoveni
nominovanym organizatorem trhu s elektfinou i v roce 2018 aktivnim
zplGsobem podilel na pInéni povinnosti naddle rozvijet a provozovat
Evropsky propojeny denni a vnitrodenni trh s elektfinou tak, jak je
pozadovéano nafizenim CACM, a to v rdmci vyboru ,,NEMO Committee”.
Tyto aktivity, spolu s jiz dfivéjsi ucasti operdtora trhu v iniciativé PCR
pro propojeni dennich trh s elektfinou a od roku 2018 v projektu
XBID pro propojeni vnitrodennich trhi s elektfinou, posiluji a oteviraji
dalsi prostor pro spolupraci pfi rozvoji a organizaci kratkodobych trh

s elektfinou.
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The information system needed to ensure regulated activities in the power
and gas sectors and the related technical equipment are outsourced

on the basis of a long-term contract with the system supplier, CGI IT Czech
Republic s.r.o. The contract also covers necessary system upgrades and

security.

As the national administrator of the EU Emission Trading System, OTE enters
with its business partners into an agreement on creation and maintenance
of a registry account for trading allocated greenhouse gas emission units
(allowances) and on definition of relevant relations. The Company has
registered 237 contractual parties — registry account holders to date.

As at 31 December 2018, 296 installation operator holding accounts,

28 personal holding accounts, 30 trading accounts and 8 aircraft operator
holding accounts were maintained in the registry.

In compliance with its obligation set out in the EA, OTE prepares a regular
report on anticipated electricity and gas consumption and the method

of ensuring balance between electricity and gas demand and supply.

The report, submitted to the MPO, the ERO, power transmission system
operator CEPS, a.s. and gas transmission system operator NET4GAS, s.r.o.,
provides an overview of the anticipated load of the Czech Republic’s power
and gas transmission systems in respect of generation, transmission,

transit and distribution and trading of electricity and gas. It also comprises
predictions of future electricity and gas consumption. A digest of the report is
posted for the market participants on the Company’s website.

The Company engages in no operations that would result in obligations
arising from an environmental impact.

OTE’s Membership in Professional Organizations

Similarly to the prior years, in 2018 OTE continued its engagement

in activities of professional organizations, initiatives and their working groups
both in the Czech Republic and abroad (Energy Managers Association — AEM,
Czech Gas Association — CPS, The Council on Large Electric Systems — CIGRE,
Association of European Energy Exchanges — Europex, Association of Issuing
Bodies — AIB).

In connection with the obligations arising from the appointment

of the Market Operator as NEMO, in 2018 the Market Operator continued
to actively participate in fulfilling the obligation to further develop and
operate the European integrated day-ahead and intraday electricity
markets in compliance with CACM as part of the NEMO Committee. These
activities, coupled with the Market Operator’s previous participation

in the PCR initiative for coupling day-ahead electricity markets and, since
2018, in the XBID project for coupling intraday electricity markets, reinforce
and increase potential for cooperation in the expansion and operation

of short-term electricity markets.



Cilem OTE v profesnich organizacich a iniciativach je obhajovat liberdini
a transparentni principy na trhu s elektfinou a s plynem, podilet se

na formovani pravidel téchto trh(i a prosazovat zajisténi svobodného

a rovného pfistupu k témto trhiim pro viechny Gcastniky nejen v CR,
ale v poslednich letech zejména v ramci EU. Pravé aktivni zapojeni
operatora trhu v celoevropskych organizacich, iniciativach a pracovnich
skupinach umoznuje vyznamné ovliviiovat budouci podobu jednotného
evropského trhu jiz ve stadiu tvorby legislativnich a provoznich
predpish. Takové spoluprace rovnéz umoziuje sdilet zkusenosti ziskané
v tuzemském i mezinarodnim kontextu a pfispivat k rozvoji tuzemského
trhu s obéma komoditami implementaci novych pfistupd.

Pfedpokladany vyvoj

Zakladnim ukolem OTE je bezesporu zajistit podporu efektivniho
provozu trhu s elekt¥inou a plynem v Ceské republice a podilet se

na jeho dal$im rozvoji. S vyvojem trhu s elektfinou v EU i v tuzemsku
se OTE pfizpUGsobuje zménam funkcionality informacniho systému.
Na Upravach modelu trhu s elektfinou a plynem aktivné spolupracuje
s Ministerstvem prdmyslu a obchodu, Energetickym regula¢nim
uradem a dalSimi subjekty, které plsobi v energetickém odvétvi.

K tomu pfispiva i zajisténi dlouhodobé bilance energetické soustavy
a zverejiovani predikci vyvoje.

V nadchazejicim obdobi se chceme soustfedovat zejména

na nasledujici oblasti:

e implementace zmén plynoucich z Upravy evropské (pfedevsim
sitové kodexy) i narodni legislativy,

e vytvorenijednotného trhu s elektfinou,

e vytvoreni jednotného trhu s plynem,

e registrace vSech odbérnych mist v systému OTE,

e implementace inteligentniho méreni elektfiny a plynu.

Je nesporné, ze do dalsiho vyvoje trhu s elektfinou a plynem

s dopadem na poskytované komplexni sluzby operétora trhu vyznamné
zasahnou nejen vy$e zminéné evropské sitové kodexy, ale pfedevsim
vydani tzv. zimniho legislativniho bali¢ku Evropské komise na konci
listopadu 2016. Jak a do jaké miry, to bude predmétem diskuzi

v nasledujicich mésicich.

Financni situace

V roce 2018 dosahla spolecnost celkovych vynos( ve vysi

84 367 416 tis. KC pfi celkovych nakladech 84 415 123 tis. K¢. Vysledek
hospodareni za ucetni obdobi ¢ini -47 707 tis. K¢.

Celkové vynosy byly tvofeny trzbami za prodej zbozi v hodnoté

36 962 936 tis. K&, vynosy na podporu obnovitelnych zdrojt

energie ve vysi 46 372 152 tis. K¢, trzbami z prodeje sluzeb ve vysi

648 672 tis. K¢, finan¢nimi vynosy ve vysi 370 730 tis. K¢ a ostatnimi
vynosy ve vysi 12 926 tis. KC. Vétsina vynosU je spojena s regulovanou
¢innosti vyporadani podpory obnovitelnych zdroji energie, vyporadani
odchylek a organizovani kratkodobého trhu s elektfinou a plynem.
Vynosy z neregulované ¢innosti vedeni rejstiiku emisnich povolenek
dosahly vyse 8 929 tis. K¢.

OTE’s goal in professional organizations and initiatives is to promote liberal
and transparent principles on the electricity and gas markets, to participate
in formulating rules governing these markets and to help ensure free and
equal access to these markets for all participants in the CR and, in recent
years, especially within the EU. The active involvement of the Market
Operator in pan-European organizations, initiatives and working groups
makes it possible to significantly influence the future shape of the single
European market already at the stage of drafting legislative and operational
rules. In addition, this cooperation facilitates sharing of the experience
gained nationally and internationally and contributes to the development
of the domestic market in both commodities through the implementation
of new approaches.

Projected Development

OTE's key task is undoubtedly to ensure support for the effective operation
of the electricity and gas markets in the Czech Republic and participate

in their development. As the electricity market in the EU and the CR evolves,
OTE modifies the information system functionalities to reflect the changes.

It actively cooperates with the Ministry of Industry and Trade, the Energy
Regulatory Office and other entities operating in the power sector to adapt
the electricity and gas market model, and it also prepares long-term balances
of the electric power system and publishes development prognoses.

In the coming period, the Company will focus on the following areas:

¢ implementation of changes ensuing from amended EU (notably network
codes) and national legislation,

e creation of a single energy market,

e creation of a single gas market,

e registration of all points of delivery in the OTE system,

e implementation of smart electricity and gas metering.

Undisputedly, the above-mentioned European network codes and,

in particular, the publication of the EC Winter Package in late November
2016 will have a significant impact on the development of the electricity
and gas markets and on the broad range of services provided by the Market
Operator. In what way and to what extent will be the subject of discussion
in the coming months.

Financial situation

In 2018, the Company’s revenues totalled CZK 84,367,416 thousand; total
expenses amounted to CZK 84,415,123 thousand. The Company posted a loss
of CZK 47,707 thousand for 2018.

Total revenues comprised sales of goods in the amount of CZK 36,962,936
thousand, income from support for renewable energy sources in the amount
of CZK 46,372,152 thousand, sales of services in the amount of CZK 648,672
thousand, financial revenue of CZK 370,730 thousand, and other revenues
totalling CZK 12,926 thousand. The bulk of revenues was generated from
regulated operations related to the settlement of support for renewable
energy sources, settlement of imbalances and organization of the short-
term electricity and gas markets. Income from the unregulated Registry
administration amounted to CZK 8,929 thousand.
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Jako zboZi je na strané vynosu i nakladl Uc¢tovana hodnota elektfiny
a plynu z vyporadanych odchylek smluvnich a namérenych hodnot
a déle produkty obchodované na organizovaném kratkodobém trhu
s elektfinou a plynem.

Na celkovych nédkladech se podileji ndklady na prodané zboZzi
hodnotou 36 958 571 tis. K¢ a naklady na vyplatu podpory hodnotou
46 372 152 tis. KE. Provozni naklady s odpisy ¢ini 602 923 tis. K¢,
osobni naklady jsou ve vysi 78 781 tis. K¢, financni naklady jsou ve vysi
413 334 tis. K¢, dari splatna a odloZend dan z pfijm0 predstavuje
hodnotu 53 tis. K¢ a -10 691 tis. K&.

Stav majetku
Aktiva
Celkova Cista aktiva spolecnosti (tj. snizend o opravky) vzrostla
mezirocné o 1 519 361 tis. K¢ a dosahla hodnoty 13 900 588 tis. K&,
z toho ¢ini:
83 478 tis. K¢

13 600 147 tis. K¢

216 963 tis. K¢

¢ dlouhodoby majetek
® 0béina aktiva
e ostatni aktiva

Pasiva
779 122 tis. K¢
12 277 699 tis. K&
843 767 tis. K¢

e vlastni kapital
e cizi zdroje

e ostatni pasiva

Financovani potteb spolecnosti je plynulé a vyrovnané. Zakladnim
zdrojem financovéni provoznich ¢innosti OTE v obdobi roku 2018

byly vynosy z titulu pevné ceny za ¢innost zuctovani dle cenovych
rozhodnuti ERU a cen za vedeni rejstfiku emisnich povolenek.
Spole¢nost méla k 31. 12. 2018 pohledavky po IhGté splatnosti ve vysi
173 366 tis. K¢. K pohledavkdm po Ihité splatnosti jsou vytvofeny
opravné polozky ve vysi 173 149 tis. K¢.

Pro pokryti ¢asového nesouladu pfijmu a vydaju pfi vyplaté podpory
obnovitelnych zdrojl energie méla spolecnost sjednany syndikovany
uvér az do vyse 7 mld. K¢ u bank Ceska spofitelna, a.s., Ceskoslovenskd
obchodni banka, a.s., Komeréni banka, a.s., a Unicredit Bank Czech
Republic and Slovakia, a.s.

Investice

Celkem byly v roce 2018 pofizeny investice ve vysi 90 195 tis. K¢.
Objem hmotnych investic Cinil 25 555 tis. K¢ a byl vyuZit pfedevsim pro
posileni hardware CS OTE v ramci pfiprav na migraci OPM. Na investice
do nehmotného majetku bylo vynaloZeno 64 640 tis. K¢. Hlavni ¢ast
této investice tvori Upravy softwaru CS OTE v souvislosti s migraci
OPM. Vsechny investi¢ni vydaje byly financovany z vlastnich zdroja
spolecnosti.
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Electricity and gas from the settled imbalances between contracted and
metered values and products traded on the organized electricity and gas
markets are recognized as goods and either charged or credited to income.

The cost of sold goods accounted for CZK 36,958,571 thousand

of the total expenses and the cost of support payments accounted for
CZK 46,372,152 thousand. Operating expenses including depreciation
and amortization totalled CZK 602,923 thousand, personnel expenses
amounted to CZK 78,781 thousand, financial expenses amounted

to CZK 413,334 thousand, and income tax due and deferred stood

at CZK 53 thousand and CZK -10,691 thousand, respectively.

Assets and liabilities

Assets

The Company’s net assets (i.e. reduced by accumulated depreciation/
amortization) increased by CZK 1,519,361 thousand year-on-year to a total
of CZK 13,900,588 thousand, including:
e Fixed assets CZK 83,478 thousand
CZK 13,600,147 thousand

CZK 216,963 thousand

e Current assets
e Other assets

Liabilities
e Equity CZK 779,122 thousand
e Liabilities CZK 12,277,699 thousand

e Other liabilities CZK 843,767 thousand
The Company has ensured unhindered and balanced financing of its

needs. The principal source of funding for OTE’s operations in 2018 were
revenues from constant prices charged for settlement pursuant to ERO

price decisions and from rates charged for the administration of the Czech
Emission Trading Registry. As at 31 December 2018, the Company recorded
outstanding receivables in the amount of CZK 173,366 thousand. Allowances
in the amount of CZK 173,149 thousand were recognized for the foregoing

outstanding receivables.

To compensate for the lapse between income and expenditure

in the payment of support for generation of power from renewable energy
sources, the Company has negotiated a syndicated loan of up to CZK 7 billion
with Ceska spofitelna, a.s, Ceskoslovenska obchodni banka, a. s., Komeréni
banka, a.s. and Unicredit Bank Czech Republic, a.s.

Investment

Investment in 2018 totalled CZK 90,195 thousand. The volume of tangible
assets amounted to CZK 25,555 thousand; the investment was used
predominantly to bolster CS OTE hardware in preparations for PDT migration.
A total of CZK 64,640 thousand was spent on intangible assets, most of it

on modifications to CS OTE software in connection with PDT migration. All

investments were funded from the Company’s own sources.



Zaméstnanecka politika a socialni program

K 1. lednu 2018 pracovalo ve spole¢nosti 60 zaméstnanct (eviden¢éni
stav), béhem roku nastoupilo do pracovniho poméru 11 novych
zaméstnancl, 1 zaméstnankyné nastoupila na matefskou dovolenou,
2 zaméstnankyné ukoncily rodi¢ovskou dovolenou, 5 zaméstnanct
ukoncilo pracovni pomér. Evidenéni stav na konci tcetniho obdobi Cinil
67 zaméstnanc(, z toho bylo 11 pracovnikd fidicich.

Specifické poslani spole¢nosti vyzaduje vysokou kvalifikaci
zaméstnancu. Ristu kvalifikace zaméstnancl spolecnost vénuje
trvalou pozornost. Také v roce 2018 probihalo rozsifovani jazykové
vzdélanosti, kterd je nezbytnou podminkou pro Uspésné poskytovani
sluzeb ucastnikdim trhu operatorem trhu vzhledem k mezinarodnimu
charakteru spolecnosti. Dale se OTE zaméfil na odborné seminare

v oblasti energetické legislativy a v oblasti trend{ rozvoje trha

s elektfinou a plynem a jeho zastupci se také pravidelné ztcastriovali
prezentacnich ¢innosti v rdmci odbornych konferenci. K zajisténi ristu
kvalifikace prispélo i zapojeni zaméstnancl spolec¢nosti do integracnich
projektd a mezinarodni spoluprace organizator( trha, véetné vedeni
mezinarodnich pracovnich skupin a projekta.

S cilem stabilizovat kvalifikovany personal spole¢nost pokracovala

v realizaci socidlniho programu, ktery zaméstnancm umozrioval
preventivni zdravotni péci, stravovani a ¢erpdni osobnich Gctd k predem
vymezenym uceliim. Tyto vydaje jsou financovany ze socialniho fondu.

V roce 2018 spolec¢nost OTE pokracovala v aktivitach, které posiluji

jeji vliv a pozici v energetice stejné Uspésné jako v predchozich letech.

Vézime si spoluprace s ucastniky trhu a obchodnimi partnery a tési nas
zajem o nase obchodni platformy. | nadale budeme smérovat vSsechno

nase Usili k rozvoji a narlstu obchodovani s elektfinou a plynem.

V Praze dne 27. 3. 2019

e

Ing. Ale$ Tomec
predseda predstavenstva
Chairman of the Board of Directors

!

\

Ing. Michal Ivanek
mistopredseda predstavenstva
Vice-Chairman of the Board of Directors

Employment Policy and Social Programme

At 1 January 2018, the Company had a staff of 60 employees (recorded);
while 11 new employees were hired, 1 employee took maternity leave,

2 employees returned after parental leave and 5 employees terminated their
employment. The recorded number of employees at the end of 2018 was 67,

of whom 11 were in management positions.

The Company’s specific mission requires high-level skills of the staff.

Ongoing attention is being paid to improving employee qualifications.

In 2018, the Company continued to expand language training as a necessary
requirement for the provision of quality services to market participants

by the Market Operator with regard to the company’s international
operations. OTE also focused on organizing specialized seminars pertaining to
energy legislation and market trends in the electricity and gas sectors and its
representatives regularly took part in presentation activity within the scope
of professional conferences. Company employees’ involvement in integration
projects and international collaboration of market operators, including
management of international working groups and projects, contributed to
the continuous improvement of professional skills of the staff.

With the aim to retain qualified staff, the Company has maintained its social
programme for employees providing preventive medical care, catering
services and use of personal accounts for predetermined purposes. These
expenses are financed from the social fund.

In 2018 OTE continued to perform activities aimed at strengthening its
influence and position in the energy sector as successfully as in previous
years. We greatly appreciate cooperation with market participants and
business partners, and we are very pleased by demand for our trading
platforms. We will continue to make every effort to further develop and grow
electricity and gas trading.

Prague, 27" March 2019
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ZAKLADNI KAPITAL, AKCIONARI SPOLECNOSTI
REGISTERED CAPITAL, COMPANY SHAREHOLDERS

Zakladni kapital Registered capital

Zakladni kapital spolecnosti ¢ini 500 000 000 K¢ a je splacen. Zakladni The Company’s registered capital totals CZK 500,000,000 and is fully paid up.
kapitdl je rozvrzen na jeden kus nekotované kmenové akcie na jméno, It comprises one unquoted ordinary dematerialized share with the nominal
kterd je vydana v listinné podobé o jmenovité hodnoté 500 000 000 K¢ value of CZK 500,000,000 held by the sole shareholder.

a je v drzeni akcionare.

Shareholders
Slozeni akcionaru

The state of Czech Republic is the founder and sole shareholder of

Zakladatelem a jedinym akcionafem spole¢nosti je stat Ceska the Company. On behalf of the state, the Ministry of Industry and Trade acts
republika. Jménem statu funkci zakladatele spolec¢nosti vykondva as the Company’s founder and invests assets in the Company. An authorized
a majetek do spole¢nosti vklada Ministerstvo priimyslu a obchodu. civil servant appointed by the founding Ministry exercises the shareholder’s
Prava akcionare v akciové spole¢nosti jménem statu vykonava vladou rights in the joint-stock company.

povéreny zaméstnanec zakladajiciho ministerstva.
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V roce 2018 byla s velkym ocekavanim
nasazena inovovana technologicka
obchodni platforma vnitrodenniho

trhu s plynem.

~

In 2018 an upgraded technological trading
platform for the intraday gas market was
deployed with great anticipation.




STATUTARNI ORGANY A VEDENIi SPOLECNOSTI
STATUTORY BODIES AND COMPANY MANAGEMENT

Dozorci rada k 31. 12. 2018

Ing. Ludmila Petraniova
predsedkyné dozoréi rady

Ludmila Petrariova vystudovala Ceské vysoké uceni technické, Fakultu
jadernou a fyzikalné inzenyrskou. V oblasti energetiky se pohybuje

od roku 1983, nejprve ve spole¢nosti Prazska energetika, pozdéji

ve spole¢nosti CEZ, kde byla feditelkou sekce Fizeni zmén a poté
¢lenkou predstavenstva odpovédnou za obchod s elektfinou a fizeni
majetkovych Gcasti. V roce 1999 nastoupila do spole¢nosti CEPS,

kde od roku 2001 pUsobila jako generdini reditelka a predsedkyné
predstavenstva do roku 2006. Ve spole¢nosti OTE pUsobila jako
mistopredsedkyné predstavenstva v letech 2006 az 2009. V roce 2009
byla predsedkyni predstavenstva spole¢nosti Lumen Energy, a.s.,

v letech 2012 az 2013 byla v této spolecnosti ¢lenkou dozor¢i rady.

V letech 2011 aZ 2013 pracovala v tymu poradenstvi v energetice

ve spoleénosti Ernst & Young. Clenkou dozoréi rady OTE se stala
27.11.2013. Dne 27. 8. 2014 byla zvolena predsedkyni dozorci

rady. Na fadném zaseddni dne 16. 12. 2015 byla opét zvolena

jeji predsedkyni.

Ing. Ladislav Havel
mistopredseda dozor¢i rady

Vystudoval Ceské vysoké uceni technické v Praze, zastava funkci
feditele odboru elektroenergetiky a teplarenstvi na Ministerstvu

pramyslu a obchodu. Ve spole¢nosti OTE pusobi od 26. 4. 2001, ¢lenem

predstavenstva byl od 30. 9. 2004, od 22. 10. 2004 do 1. 6. 2011 byl
predsedou predstavenstva. Clenem dozoréi rady se stal 1. 6. 2011,
kdy byl také zvolen predsedou. Od 31. 10. 2011 je mistopfedsedou
dozord¢i rady.
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Supervisory Board at 31 December 2018

Ludmila Petraniova
Chairwoman of the Supervisory Board

Mrs. Petranova graduated from Czech Technical University, the Faculty

of Nuclear Sciences and Physical Engineering. She has worked in the energy
sector since 1983, first in Prazskd energetika and later in CEZ, where she
was Director of the Management Changes section and then member

of the Board of Directors responsible for electricity trade and shareholders’
management. In 1999 she joined CEPS where in 2001 she became CEO

and Chairwoman of the Board of Directors until 2006. Mrs. Petrariova was
Vice-Chairwoman of the Board of Directors of OTE in 2006—2009. In 2009
she became Chairwoman of the Board of Directors of Lumen Energy a.s. and
in 2012-2013 she served on the company’s Supervisory Board as its member.
In 2011-2013 she worked in the energy advisory team of Ernst & Young.

On 27 November 2013 she was elected a member of OTE’s Supervisory
Board and on 27 August 2014 she was elected Chairwoman of the board.

At a regular meeting held on 16 December 2015, Mrs. Petrariova was
re-elected the board’s Chair.

Ladislav Havel

Vice-chairman of the Supervisory Board

Mr. Havel graduated from Czech Technical University in Prague and

holds the position of Director of the Power and Heat Sector department

of the Ministry of Industry and Trade. He has been with OTE since

26 April 2001 and was appointed member of the Board of Directors

on 30 September 2004. From 22 October 2004 to 1 June 2011 he

served as Chairman of the Board of Directors. He became member

of the Supervisory Board on 1 June 2011 when he was elected its Chairman.
On 31 October 2011 he was elected Vice-chairman of the Supervisory Board.



Ing. Oldfich Petrzilka
¢len dozorci rady

Vystudoval plynarenstvi na Vysoké skole chemicko-technologické

v Praze. V letech 2010 a# 2012 byl prezidentem Ceské plynarenské unie.
V uplynulych letech pUsobil jako senior manager a plyndrensky expert
konzultacni firmy Deloitte v Praze. Pfed nastupem k Deloitte pracoval
22 let v riznych funkcich v ¢eském plynarenstvi, pfedevsim v oblasti
koncepce a strategie. Tfi roky pUsobil jako Feditel odboru plynarenstvi

a kapalnych paliv na Ministerstvu primyslu a obchodu. Ve spole¢nosti
OTE pusobil jako ¢len predstavenstva od 23. 9. 2009 do 1. 6. 2011.

Dne 1. 6. 2011 se stal clenem dozorci rady, do 31. 10. 2011 byl jejim
mistopredsedou.

Ing. Jaroslav Kubovic
¢len dozordi rady

Vystudoval FSI CVUT v Praze, poté byl zaméstnan ve statnim podniku
Poldi Kladno. Od roku 1992 pracuje ve statni spravé v oblasti
hospodareni s majetkem stétu a jeho privatizace. Do roku 1996 byl
zaméstnancem Ministerstva pro spravu narodniho majetku a jeho
privatizaci CR, od 1. 7. 1996 do 31. 8. 2014 Ministerstva financi CR.

0Od 1. 9. 2014 plsobi na Ministerstvu primyslu a obchodu, v souc¢asné
dobé zastava funkci vedouciho oddéleni majetkovych ucasti. Vzhledem
ke svému zaméreni zastupoval stat v nékolika prevazné energetickych
spolecnostech, od 20. 2. 2015 je ¢lenem dozorci rady OTE.

Ing. Jifi Maceska
¢len dozordi rady

Vystudoval vysokou skolu ekonomickou v Praze, Fakultu obchodni, obor
zahrani¢ni obchod. Profesni kariéru zahajil v PZO Strojexport, potom
pracoval na nékolika pozicich na Ministerstvu zahrani¢niho obchodu

a Ministerstvu pramyslu a obchodu, kde zastaval rizné manazerské
funkce. Pasobil ve funkci predsedy dozoréi rady Ceské exportni banky,
Exportni, garanéni a pojistovaci spole¢nosti a jako velvyslanec CR pfi
OECD. Po navratu pracoval na Ministerstvu financi CR. V dozoréi radé
OTE je od 21. 12. 2016.

Mgr. Tomas Cumpelik
¢len dozordi rady

Vystudoval Pravnickou fakultu ZCU. Od roku 1995 plisobil ve Fondu
narodniho majetku CR, déle pak od roku 2006 jako feditel Odboru
realizace privatizace Ministerstva financi CR a nasledné Odboru
transformace na Ministerstvu prdmyslu a obchodu. Zkusenosti ma

i ze soukromého sektoru a advokacie. Zastaval funkce v dozor¢ich
radach TECHNOEXPORT, a.s., MERO CR, a.s., a RWE Gas Storage, s.r.o.
Clenem dozor¢i rady OTE byl od 28. 7. 2017 do 31. 7. 2018.

Oldfich Petrzilka
Member of the Supervisory Board

Mr. Petrzilka graduated from the Institute of Chemical Technology in Prague
where he focused on the gas sector. In 2010-2012 he was President

of the Czech Gas Union. In recent years he has been Senior Manager and gas
expert for consulting company Deloitte in Prague. Prior to joining Deloitte,

he had held various positions in the Czech gas industry for 22 years, primarily
in the field of policies and strategies. For three years he headed the Gas and
Liquid Fuels department of the Ministry of Industry and Trade. In OTE, he was
member of the Board of Directors from 23 September 2009 to 1 June 2011.
On 1June 2011 he was elected member of the Supervisory Board, until

31 October 2011 served as its Vice-chairman.

Jaroslav Kubovic
Member of the Supervisory Board

After graduation from Czech Technical University in Prague, the Faculty

of Mechanical Engineering, Mr. Kubovic joined the state enterprise

Poldi Kladno. In 1992 he began his employment in state administration

in the field of state property management and privatization. Until 1996 he
was an employee of the Ministry for National Property Administration and
Privatization. From 1 July 1996 to 31 August 2014 he worked at the Ministry
of Finance. Since 1 September 2014 he has been with the Ministry of Industry
and Trade, where he currently holds the position of Head of Equity. With
regard to his specialization, he represented the state in several predominantly
energy companies. On 20 February 2015 he became member of OTE’s
Supervisory Board.

Jifi Maceska
Member of the Supervisory Board

Mr. Maceska graduated from University of Economics in Prague, Faculty

of Business Administration, where he majored in Foreign Trade. His
professional career started at PZO Strojexport, followed by several managerial
positions at the Ministry of Foreign Trade and the Ministry of Industry and
Trade. He served as Chairman of the Supervisory Board of the Czech Export
Bank and the Export, Guarantee and Insurance Company. Following his tenure
as Czech Ambassador to the OECD, he worked at the Ministry of Finance. He
was elected to OTE’s Supervisory Board on 21 December 2016.

Tomas Cumpelik
Member of the Supervisory Board

Mr. Cumpelik graduated from the Faculty of University of West

Bohemia. In 1995 he joined the National Property Fund of the Czech
Republic. From 2006 he was Director of the Privatization department

at the Ministry of Finance and then of the Transformation department

at the Ministry of Industry and Trade. He also gained work experience

in the private sector and law practice. He served on the supervisory
boards of TECHNOEXPORT, a.s., MERO CR, a.s., and RWE Gas Storage, s.r.0.
Mr. Cumpelik served on OTE’s Supervisory Board from 28 July 2017 to

31 July 2018.

Statutarni orgény a vedeni spole¢nosti | Statutory Bodies and Company Management 35



Foto (zleva) | Photo (from left to right):
Igor Chemisinec, Ladislav Havel, Michal Ivanek, Ales Tomec, OldFich Petrzilka, Jaroslav Kubovic, Ludmila Petranova, Jifi Maceska

36 Vyrocni zprava 2018 | Annual Report 2018



Predstavenstvo k 31. 12. 2018

Ing. Ales Tomec
predseda predstavenstva

Je absolventem Fakulty elektrotechnické CVUT, oboru konstrukce
elektrickych stroja. Po $kole nastoupil do podniku zahrani¢niho
obchodu Skodaexport. V roce 1983 vstoupil do energetiky, konkrétné
na tehdejsi energeticky dispecink statniho podniku Ceské energetické
zavody, kde postupné prosel vSemi vyznamnymi pracovisti.

0d roku 1991 psobil na spole¢ném Cesko-slovenském energetickém
dispecinku, od kvétna 1994 zastéval funkci feditele Ustfedniho
dispecinku. Od 22. 2. 1996 do 29. 1. 1998 byl ¢clenem predstavenstva
CEZ, a. s., a soucasné vykonnym feditelem Divize pfenosové soustavy
a zastupcem generdlniho feditele. Nasledné do listopadu roku 2001
byl generalnim feditelem a predsedou predstavenstva spolec¢nosti
CEPS, a.s., kterou spoluzaloZil. Rovné? byl spoluzakladatelem
spolecnosti Operdtor trhu s elektfinou, a.s., (dnesni OTE, a.s.), kde

v letech 2001 aZ 2006 pUsobil v organech spole¢nosti. Od 2002 do 2006
byl feditelem Elektraren vodnich dél spole¢nosti CEZ, a. s. Poté pfijal
nabidku spolecnosti Siemens a az do kvétna roku 2015 pusobil v pozici
Country Sector Lead (divize Fossil Power Generation, Renewables,
Fossil Service a Transmission). Clenem piedstavenstva spole¢nosti OTE
se stal dne 2. 6. 2015 a byl zvolen jeho predsedou.

Ing. Michal lvanek
mistopredseda predstavenstva

Vystudoval Vysokou Skolu bariskou, Technickou univerzitu Ostrava,
obor podnikatelstvi a management na Ekonomické fakulté. V letech
2001 az 2002 pracoval ve spolecnosti Polovodice, a.s., jako ekonom.
Ve spoleénosti OTE pusobil od 1. 7. 2002 v rGznych funkcich v rdmci
ekonomického useku a od 1. 10. 2006 do 30. 6. 2011 jako senior
manazer financovani a Géetnictvi. Clenem predstavenstva se stal
dne 1. 6. 2011 a byl zvolen jeho mistopredsedou.

Ing. Igor Chemisinec, Ph.D., MBA
Clen predstavenstva

V roce 2002 absolvoval Elektrotechnickou fakultu Ceského vysokého
uceni technického v Praze, katedru elektroenergetiky. V roce 2005
ukoncil doktorské studium na téZe katedie obhajobou dizertacni

prace. V roce 2010 absolvoval Master of Business Administration
Program (MBA) na Czech Management Institute v Praze. Na Fakulté
elektrotechnické CVUT v Praze je mistopiedseda oborové rady
studijniho oboru Elektroenergetika. V letech 2000 az 2005

pracoval ve spolec¢nosti CEZ, a. s., v oblasti pfipravy provozu zdroji

a optimalizace portfolia zdroju. Ve spole¢nosti OTE plsobil od 1. 9. 2005
v oddéleni podpory provozu a od 1. 10. 2006 do 30. 6. 2011 v pozici
senior manazera zodpovédného za oblast strategie bilancovani nabidky
a poptavky. Clenem predstavenstva se stal dne 1. 6. 2011.

Board of Directors at 31 December 2018

Ales Tomec
Chairman of the Board of Directors

Mr. Tomec graduated from Czech Technical University, Faculty of Electrical
Engineering, in the field of electric machines. After graduation he joined

the foreign trade company Skodaexport. In 1983 he started his career

in the energy sector, specifically at the dispatch centre of the former

state enterprise Ceské energetické zavody, where he later held positions

at all major departments. In 1991 he transferred to the joint Czech-Slovak
Energy Dispatching and in May 1994 he became Director of the Central
Dispatching. From 22 February 1996 to 29 January 1998 he was member

of the Board of Directors of CEZ, a.s., and at the same time Executive
Director of the Transmission System Division and Deputy Managing Director.
In November 2001 he was appointed CEO and Chairman of the Board

of Directors of CEPS, a.s. In 2001-2006 he also served on statutory bodies
of Operdtor trhu s elektfinou, a.s. (Electricity Market Operator). In 2002—2006
he headed Hydro power plants of CEZ, a.s. Until May 2015 he was Country
Sector Lead of Division’s Fossil Power Generation, Renewables, Fossil and
Transmission at Siemens. On 2 June 2015 he became member of the Board
of Directors of OTE and was elected its Chairman.

Michal lvanek

Vice-Chairman of the Board of Directors

Mr. Ivanek graduated from V3B — Technical University of Ostrava where he
majored in business economics and management at Faculty of Economics.

In 2001-2002 he worked as economist at Polovodice, a.s. After he joined
OTE on 1 July 2002, he held various positions in the Economics department.
From 1 October 2006 to 30 June 2011 he was Senior Finance and Accounting
Manager. On 1 June 2011 Mr. lvanek was appointed member of the Board

of Directors and he was elected the Board’s Vice-Chairman.

Igor Chemisinec
Member of the Board of Directors

Mr. Chemisinec graduated from Czech Technical University in Prague, Faculty
of Electrical Engineering, in 2002. In 2005 he completed his Ph.D. studies

at the same faculty. In 2010 he completed Master of Business Administration
Program (MBA) at the Czech management Institute in Prague. He is
Vice-chairman of the faculty board of the “Electrical Power Engineering”
field of study at the Faculty of Electrical Engineering of Czech Technical
University in Prague. In 2000-2005 he worked in CEZ, a. s. in the field

of preparation of sources operation and optimization of sources portfolio.
On 1 September 2005 he joined OTE, first in the Operations Support
department, and from 1 October 2006 to 30 June 2011 he held the position
of Senior Manager responsible for supply and demand balancing strategy.
On 1 June 2011 Mr. ChemiSinec was appointed member of the Board

of Directors.
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VYBOR PRO AUDIT
AUDIT COMMITTEE

Vybor pro audit k 31. 12. 2018

Ing. Ladislav Langr
predseda

Vystudoval Vysokou $kolu ekonomickou v Praze. Ve své praxi prosel
problematikou tcetnictvi v podnikové i v rozpoctové sféfe. Do roku
1993 pracoval na Ministerstvu financi CR, podilel se na pipravach
Ucetnich predpist a byl odpovédny za pfipravu navrhu zakona

o auditorech. Od roku 1993 pracoval jako auditor, pozdéji jako partner
pro audit u firmy Arthur Andersen a v letech 2002 aZz 2006 u firmy
Ernst & Young. Byl zaméfen na audit jak podle ceskych, tak podle
mezinarodnich Ucetnich a auditorskych standardd. Ved| rovnéz radu
due diligence, investi¢nich provérek a projektd interniho auditu pro své
klienty. V letech 1990-1994 zastupoval Ceskou republiku v pracovnich
skupinach OSN a OECD pro mezinarodni Géetni standardy. Podilel se
na zaloZeni Komory auditort CR, psobil jako viceprezident a od roku
1998 do roku 2001 jako prezident Komory auditord CR. Zastupoval
KACR v evropskych i svétovych profesnich organizacich FEE a IFAC.

V obdobi let 2008 az 2014 byl zvolen za ¢lena vyboru pro audit Rady
Evropy. Ma zkusenosti z vedeni vyborl pro audit v bankovnictvi

a v energetice. Ve spolecnosti OTE je predsedou vyboru pro audit

od jeho zalozeni v roce 2016.

Ing. Michal Brandejs
¢len vyboru pro audit

Je absolventem Vysoké Skoly ekonomické v Praze, obor Automatizované
systémy Fizeni. Byl statutdrnim auditorem Komory auditort Ceské
republiky a je Certifikovanym internim auditorem. V letech 1991 az
2013 pracoval ve spolecnosti Deloitte v oddéleni auditu, z toho v letech
2001 az 2013 na pozici partnera. Vedl fadu financnich a internich auditd
a hloubkovych provérek (due diligence) v Ceské republice a regionu
stfedni a vychodni Evropy. V letech 2014 az 2016 byl mistopredsedou
dozoréi komise Komory auditor Ceské republiky. Od roku 2015 je
¢lenem vyboru pro audit spole¢nosti 02 Czech Republic, a.s., a od 2016
pracuje v kontrolnim oddéleni Rady pro vefejny dohled nad auditem.
Clenem Vyboru pro audit spole¢nosti OTE je od roku 2016.
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Audit Committee at 31 December 2018

Ladislav Langr
Chairman

Mr. Langr graduated from University of Economics in Prague. In his career

he has focused on accounting in business and budgetary fields. Until 1993

he worked at the Ministry of Finance, participated in drafting accounting
regulations and was responsible for the preparation of a draft bill on auditors.
In 1993 he began to work as an auditor and later as a partner for audit with
Arthur Andersen and, in 2002—-2006, with Ernst & Young. He specialized

in audit according to Czech Accounting Standards and the International
Accounting and Auditing Standards. In addition, Mr. Langr headed a number
of due diligence, investment review and internal audit projects for his clients.
In 1990-1994 he represented the Czech Republic in UN and OECD working
groups for International Financial Reporting Standards. He co-founded

the Chamber of Auditors of the Czech Republic and served as Vice-president
and, from 1998 to 2001, as President of the Chamber of Auditors. He also
represented the Chamber in European and world professional organizations
IFAC and FEE. In 2008-2014 he was a member of the Council of Europe audit
committee. He has had experience in management of audit committees

in the banking and energy sectors. He has been Chairman of OTE’s Audit
Committee since its inception in 2016.

Michal Brandejs
Member

Mr. Brandejs graduated from University of Economics in Prague, majoring

in Automated Management Systems. He was a statutory auditor

of the Chamber of Auditors of the Czech Republic and is a certified internal
auditor. In 1991-2013 he worked at Deloitte’s audit department, where he
held the position of partner between 2001 and 2013. He headed a variety
of financial and internal audits and due diligence audits in the Czech Republic
and Central and Eastern Europe. In 2014-2016 he served as Vice-chairman
of the Supervisory Committee of the Chamber of Auditors of the Czech
Republic. In 2015 he became member of the Audit Committee of 02 Czech
Republic, a.s. and in 2016 he joined the control department of the Council
for Public Audit Oversight. He has been a member of OTE’s Audit Committee
since 2016.



Ing. Petr Cermak
¢len vyboru pro audit

Vystudoval Vysokou skolu ekonomickou v Praze, Fakultu
narodohospodaiskou, obor ekonomické informace a kontrola,
zaméreny predevsim na oblast Gcetnictvi. Po absolvovani vysoké
Skoly pracoval na Federadlnim ministerstvu financi v oblasti metodiky
ucetnictvi a financné pravnich predpist. V roce 1991 nastoupil

na noveé ziizené Ministerstvo pro spravu narodniho majetku a jeho
privatizaci, kde pUsobil nejprve jako feditel metodického odboru

a potom se stal naméstkem ministra. V roce 1994 byl jmenovan

prvnim mistopredsedou vykonného vyboru Fondu narodniho majetku.

Do jeho kompetence patfilo predevsim feSeni metodickych probléma
privatizace a fizeni ekonomické a pravni sekce a sekce vnitfni spravy.
V letech 1995 a7 1998 byl rovnéz mistopredsedou dozorci rady

Komeréni banky, a.s., a ¢lenem dozor¢i rady spole¢nosti Unipetrol, a.s.

V roce 1998 opustil statni spravu a stal se statutarnim auditorem
auditorské spolecnosti Arthur Andersen. V letech 2000 aZ 2001 se
stal ¢lenem predstavenstva a ekonomickym reditelem nové vznikajici
telekomunikacni spole¢nosti Callino a.s. Od roku 2002 pracuje jako
samostatny ekonomicky poradce. Od roku 2016 je ¢lenem Vyboru pro
audit spolec¢nosti OTE.

Petr Cermék
Member

Mr. Cermék graduated from University of Economics in Prague, Faculty

of Economics, where he majored in economic information and control,
focusing primarily on accounting. He started his career at the Federal
Ministry of Finance, specializing in accounting methodology and financial
legislation. In 1991 he joined the newly established Ministry for National
Property Administration and Privatization, where he first held the position
of methodology department director. Later he was appointed Deputy
Minister. In 1994 he was elected first Vice-chairman of the Executive
Committee of the National Property Fund, responsible for solutions to
privatization methodology issues and for managing the economic and legal
department and the internal administration department. In 1995-1998 he
was also Vice-chairman of the Supervisory Board of Komeréni banka, a.s.
and a member of the Supervisory Board of Unipetrol, a.s. In 1998 he left
state administration and became a statutory auditor with Arthur Andersen.
In 2000-2001 he became a member of the Board of Directors and Finance
Director of a newly founded telecoms company Callino a.s. Since 2002 he has
worked as an independent financial advisor. He became a member of OTE’s
Audit Committee in 2016.
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ZPRAVA DOZORCi RADY

REPORT OF THE SUPERVISORY BOARD

Dozoréi rada akciové spolecnosti OTE v roce 2018 vykonavala
¢innosti v souladu se stanovami spolecnosti a podle zakona
¢.90/2012 Sh., o obchodnich spole¢nostech a druzstvech
(zdkon o obchodnich korporacich), v platném znéni, tj. dohlizela
na uskutecriovani podnikatelské ¢innosti spolecnosti a na vykon
pusobnosti predstavenstva.

Kontrolni ¢innost dozorci rady v roce 2018 byla zamérena zejména

na plnéni funkci spolec¢nosti z hlediska § 20a (operator trhu) zakona

¢. 458/2000 Sb., o podminkach podnikani a o vykonu statni spravy

v energetickych odvétvich a o zméné nékterych zdkonl (energeticky
zékon), v platném znéni, § 5 (Narodni spravce rejstiiku obchodovani

s povolenkami) zékona ¢. 383/2012 Sb., o podminkéch obchodovani

s povolenkami na emise sklenikovych plyn(, v platném znéni a dale
plnéni funkci OTE dle zakona ¢. 165/2012 Sh., o podporovanych zdrojich
energie o zméné nékterych zakon(, v platném znéni.

U téchto Cinnosti kontrolovala také jejich persondlni zajisténi,
financovani spolecnosti a jeji hospodareni véetné vyhledu hospodareni
a rozvoje spolecnosti na dalsi obdobi.

Podle prislusnych ustanoveni stanov spolecnosti pfezkoumala dozorci
rada ro¢ni Ucetni zavérku k 31. 12. 2018, ovérenou auditorskou
spole¢nosti KPMG Ceska republika Audit, s.r.o. Dozor¢i rada dospéla

k zavéru, ze Ucetni zavérka k 31. 12. 2018 ve vSech vyznamnych
ohledech podéva vérny a poctivy obraz aktiv, zdvazkd, vlastniho kapitalu
a financni situace akciové spolecnosti OTE a vysledku hospodareni

za rok 2018 v souladu se zakonem o Ucetnictvi a pFislusnymi

pravnimi predpisy.

Dozor¢i rada doporucuje jedinému akcionafi ro¢ni Ucetni zavérku
za rok 2018 schvalit.
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In 2018, the Supervisory Board of the joint stock company OTE performed its
tasks pursuant to the Company’s Articles of Association and Act No. 90/2012
Coll., on Business Corporations and Cooperatives (the Business Corporations
Act), as amended, consisting of the supervision of the Company’s business
operations and exercise of the Board of Directors’ powers.

The Supervisory Board’s control activity in 2018 focused in particular

on compliance with the Market Operator’s obligations pursuant to

Section 20a of Act No. 458/2000 Coll., on Business Conditions and Public
Administration in the Energy Sectors and on Amendments to Certain

Acts (the Energy Act), as amended; Section 5 (The National Administrator
of the Czech Emission Trading Registry) of Act No. 383/2012 Coll.,

on the Terms of Greenhouse Gas Emission Allowance Trading,

as amended; and meeting the obligations assigned to OTE pursuant to

Act No. 165/2012 Coll., on Supported Energy Sources, and on amendments
to certain acts, as amended.

Along with the foregoing obligations OTE also ensured relevant staff functions
and Company financing and performance, including the performance outlook
and development in the coming period.

In accordance with the respective provisions of the Articles of Association,
the Supervisory Board reviewed the Company’s Annual Financial Statements
for the year ended 31 December 2018, audited by KPMG Ceska republika
Audit, s.r.o. The Supervisory Board came to the conclusion that the Financial
Statements for the year ended 31 December 2018 provide, in all material
respects, a true and fair statement of assets, liabilities, shareholder’s equity
and financial position of OTE and its financial results for 2018, pursuant to
the Act on Accounting and the relevant legal regulations.

The Supervisory Board recommends the sole shareholder to approve
the Annual Financial Statements for 2018.



Dozoréi rada prezkoumala navrh na Uhradu ztraty za rok 2018
a doporucuje ji jedinému akcionari schvalit.

Dozorci rada déle prezkoumala zpravu o vztazich mezi propojenymi
osobami zpracovanou podle § 82 zédkona ¢. 90/2012 Sb., o obchodnich
korporacich. Dozor¢i rada konstatuje, Ze neshledala Zadné skutec¢nosti,
které by ji vedly k ndzoru, Ze zpréva obsahuje nespravnosti.

V Praze dne 24. 4. 2019

/
& Dl ST,

Ing. Ludmila Petrarova
predsedkyné dozoréi rady
Supervisory Board Chair

The Supervisory Board has reviewed the proposal for distribution of profits

for 2018 and recommends the sole shareholder to approve it.
The Supervisory Board also reviewed the Report on Related Parties prepared
pursuant to Section 82 of Act No. 90/2012, on Business Corporations.

The Supervisory Board has not identified any events or facts which might lead

the Board to believe that the Report contained misstatements.

Prague, 24" April 2019
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V roce 2018 bylo na kratkodobych
trzich OTE s elektrinou zobchodovano
23,46 TWh elektriny. Jedna se
o mezirocni narust objemu o5 %
oproti roku 2017.

~

The volume of electricity traded on the OTE’s
short-term markets in 2018 totalled 23.46 TWh,
representing a 5% increase year-on-year.




ZPRAVA O AUDITU
AUDITOR’S REPORT

KPMG Ceska republika Audit, s.r.o.
Pobrezni 1a

186 00 Praha 8

Ceska republika

+420222 123111

www.kpmg.cz

Zprava nezavislého auditora
pro akcionare spolecnosti OTE, a.s.

Vyrok auditora

Provedl|i jsme audit pfiloZzené ucetni zavérky spolecnosti OTE, a.s.

(dale také ,Spole¢nost”) sestavené na zakladé ¢eskych ucetnich
predpisQ, ktera se sklada z rozvahy k 31. prosinci 2018, vykazu zisku

a ztraty, prehledu o zménach vlastniho kapitélu a pfehledu o penéznich
tocich za rok koncici 31. prosincem 2018 a prilohy v Ucetni zavérce,
kterd obsahuje popis pouZitych podstatnych Géetnich metod a dalsi
vysvétlujici informace. Udaje o Spole¢nosti jsou uvedeny v bodé 1
prilohy v této Gcetni zavérce.

Podle naseho nazoru pfiloZzend Gcetni zavérka podava vérny a poctivy
obraz aktiv a pasiv Spoleénosti k 31. prosinci 2018 a nakladd a vynosu
a vysledku jejiho hospodafeni a penéznich tokd za rok konéici

31. prosincem 2018 v souladu s ¢eskymi Gcetnimi predpisy.

Zaklad pro vyrok

Audit jsme provedli v souladu se zakonem o auditorech a standardy
Komory auditorti Ceské republiky pro audit, kterymi jsou mezinarodni
standardy pro audit (ISA) pfipadné doplnéné a upravené souvisejicimi
aplikacnimi dolozkami. Nase odpovédnost stanovena témito predpisy
je podrobnéji popséna v oddilu Odpovédnost auditora za audit Uéetni
zavérky. V souladu se zakonem o auditorech a Etickym kodexem
pfijatym Komorou auditort Ceské republiky jsme na Spole¢nosti
nezavisli a splnili jsme i dalsi etické povinnosti vyplyvajici z uvedenych
predpist. Domnivdme se, Ze diikazni informace, které jsme shromazdili,
poskytuji dostate¢ny a vhodny zéklad pro vyjadieni naseho vyroku.

KPMG Ceska republika Audit, s.r.o.
Pobfezni 1a

186 00 Prague 8

Czech Republic

+420222 123111

www.kpmg.cz

This document is an unsigned English translation of the Czech auditor’s report.
Only the Czech version of the report is legally binding.

Independent Auditor’s Report
to the Shareholder of OTE, a.s.

Opinion

We have audited the accompanying financial statements of OTE, a.s.

(“the Company”), prepared in accordance with Czech accounting

legislation, which comprise the balance sheet as at 31 December 2018,

and the income statement, the statement of changes in equity and

the cash flow statement for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies and other
explanatory notes. Information about the Company is set out in Note 1

to the financial statements.

In our opinion, the accompanying financial statements give a true and fair
view of the financial position of the Company as at 31 December 2018,
and of its financial performance and its cash flows for the year then ended
in accordance with Czech accounting legislation.

Basis for Opinion

We conducted our audit in accordance with the Act on Auditors, and Auditing
Standards of the Chamber of Auditors of the Czech Republic, consisting

of International Standards on Auditing (ISAs) as amended by relevant
application guidelines. Our responsibilities under those regulations

are further described in the Auditor’s Responsibilities for the Audit

of the Financial Statements section of our report. We are independent

of the Company in accordance with the Act on Auditors and the Code

of Ethics adopted by the Chamber of Auditors of the Czech Republic, and
we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.
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Ostatni informace

Ostatnimi informacemi jsou v souladu s § 2 pism. b) zdkona

o auditorech informace uvedené ve vyrocni zpravé mimo ucetni zavérku
a nasi zpradvu auditora. Za ostatni informace odpovidd statutarni

orgdan Spolecnosti.

Nas vyrok k ucetni zavérce se k ostatnim informacim nevztahuje.
Presto je vSak soucdsti nasich povinnosti souvisejicich s auditem
Ucetni zavérky sezndmeni se s ostatnimi informacemi a posouzeni,
zda ostatni informace nejsou ve vyznamném (materidlnim) nesouladu
s Ucetni zavérkou ¢i s nasimi znalostmi o Ucetni jednotce ziskanymi
béhem auditu Gcetni zavérky nebo zda se jinak tyto informace

nejevi jako vyznamné (materidlné) nespravné. Také posuzujeme,

zda ostatni informace byly ve viech vyznamnych (materialnich)
ohledech vypracovény v souladu s pfislusnymi pravnimi predpisy.
Timto posouzenim se rozumi, zda ostatni informace splriuji poZzadavky
pravnich pfedpisd na formalni néleZitosti a postup vypracovéni
ostatnich informaci v kontextu vyznamnosti (materiality), tj. zda
pfipadné nedodrzeni uvedenych pozadavkl by bylo zpUsobilé ovlivnit
Usudek ¢inény na zékladé ostatnich informaci.

Na zakladé provedenych postupd, do miry, jiz dokdZzeme posoudit,

uvadime, ze

e ostatni informace, které popisuji skutecnosti, jez jsou téz
predmétem zobrazeni v Gcetni zavérce, jsou ve vsech vyznamnych
(materialnich) ohledech v souladu s Géetni zavérkou a

e ostatni informace byly vypracovéany v souladu s pravnimi predpisy.

Déle jsme povinni uvést, zda na zakladé poznatk( a povédomi

o Spolec¢nosti, k nimz jsme dospéli pfi provadéni auditu, ostatni
informace neobsahuji vyznamné (materialni) vécné nespravnosti.

V ramci uvedenych postupll jsme v obdrZzenych ostatnich informacich
Zadné vyznamné (materialni) vécné nespravnosti nezjistili.

Odpovédnost statutarniho organu, dozorci rady a vyboru pro audit
Spolecnosti za Gcetni zavérku

Statutarni orgadn Spolec¢nosti odpovidd za sestaveni Gcetni zavérky
podavajici vérny a poctivy obraz v souladu s ¢eskymi Gcetnimi predpisy
a za takovy vnitini kontrolni systém, ktery povazuje za nezbytny pro
sestaveni Ucetni zavérky tak, aby neobsahovala vyznamné (materialni)
nespravnosti zplisobené podvodem nebo chybou.

PFi sestavovani Ucetni zavérky je statutarni organ Spolecnosti povinen
posoudit, zda je Spole¢nost schopna nepretrzité trvat, a pokud je

to relevantni, popsat v pfiloze v ucetni zavérce zéleZitosti tykajici se
jejiho nepretrzitého trvani a poufziti predpokladu nepfetrzitého trvani
pfi sestaveni ucetni zavérky, s vyjimkou pfipadd, kdy statutdrni orgén
planuje zruseni Spole¢nosti nebo ukonceni jeji ¢innosti, resp. kdy nema
jinou redlnou moznost, nez tak ucinit.

Za dohled nad procesem ucetniho vykaznictvi ve Spolec¢nosti odpovida

dozoréi rada. Za sledovani procesu Ucetniho vykaznictvi ve Spole¢nosti

odpovida vybor pro audit.
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Other Information

In accordance with Section 2(b) of the Act on Auditors, other information is
defined as information included in the annual report other than the financial
statements and our auditor’s report. The statutory body is responsible for

the other information.

Our opinion on the financial statements does not cover the other
information. In connection with our audit of the financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to
be materially misstated. In addition, we assess whether the other information
has been prepared, in all material respects, in accordance with applicable
laws and regulations, in particular, whether the other information complies
with laws and regulations in terms of formal requirements and the procedure
for preparing the other information in the context of materiality, i.e. whether
any non-compliance with those requirements could influence judgments
made on the basis of the other information.

Based on the procedures performed, to the extent we are able to assess it,

we report that:

e the other information describing matters that are also presented
in the financial statements is, in all material respects, consistent with
the financial statements; and

e the other information has been prepared in accordance with applicable
laws and regulations.

In addition, our responsibility is to report, based on the knowledge and
understanding of the Company obtained in the audit, on whether the other
information contains any material misstatement. Based on the procedures we
have performed on the other information obtained, we have not identified
any material misstatement.

Responsibilities of the Statutory Body, Supervisory Board and Audit
Committee for the Financial Statements

The statutory body is responsible for the preparation and fair presentation
of the financial statements in accordance with Czech accounting legislation
and for such internal control as the statutory body determines is necessary
to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the statutory body is responsible for
assessing the Company'’s ability to continue as a going concern, disclosing,
as applicable, matters related to going concern and using the going concern
basis of accounting unless the statutory body either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to
do so.

The Supervisory Board is responsible for the oversight of the Company’s
financial reporting process. The Audit Committee is responsible for
the monitoring of the Company’s financial reporting process



Odpovédnost auditora za audit ucetni zavérky

Nasim cilem je ziskat pfimérenou jistotu, Ze ucetni zavérka jako

celek neobsahuje vyznamnou (materidlni) nespravnost zpisobenou
podvodem nebo chybou a vydat zpravu auditora obsahujici nas vyrok.
Pfimérend mira jistoty je velka mira jistoty, nicméné neni zarukou,

Ze audit provedeny v souladu s vySe uvedenymi predpisy ve vSech
prfipadech v ucetni zavérce odhali pfipadnou existujici vyznamnou
(materidlni) nespravnost. Nespravnosti mohou vznikat v disledku
podvodi nebo chyb a povazuji se za vyznamné (materidlni), pokud

Ize redIné predpokladat, Ze by jednotlivé nebo v souhrnu mohly
ovlivnit ekonomickd rozhodnuti, kterd uzivatelé ucetni zavérky na jejim
zakladé prijmou.

PFi provadéni auditu v souladu s vySe uvedenymi predpisy je nasi

povinnosti uplatriovat béhem celého auditu odborny usudek

a zachovavat profesni skepticismus. Déle je nasi povinnosti:

¢ |dentifikovat a vyhodnotit rizika vyznamné (materialni) nespravnosti
ucetni zavérky zplsobené podvodem nebo chybou, navrhnout
a provést auditorské postupy reagujici na tato rizika a ziskat
dostate¢né a vhodné dlikazni informace, abychom na jejich zakladé
mohli vyjadrit vyrok. Riziko, Ze neodhalime vyznamnou (materidlni)
nespravnost, k niz doslo v disledku podvodu, je vétsi nez riziko
neodhaleni vyznamné (materialni) nespravnosti zplsobené chybou,
protoze soucasti podvodu mohou byt tajné dohody (koluze),
falSovani, imysina opomenuti, nepravdiva prohlaseni nebo
obchdzeni vnitinich kontrol.

e Sezndmit se s vnitfnim kontrolnim systémem Spolecnosti
relevantnim pro audit v takovém rozsahu, abychom mohli
navrhnout auditorské postupy vhodné s ohledem na dané okolnosti,
nikoli abychom mohli vyjadfit ndzor na ucinnost jejiho vnitiniho
kontrolniho systému.

e Posoudit vhodnost pouZitych ucetnich pravidel, pfimérenost
provedenych ucetnich odhadt a informace, které v této souvislosti
statutarni organ Spolec¢nosti uvedl| v pfiloze v Géetni zavérce.

e Posoudit vhodnost pouziti predpokladu nepretrzitého trvani pfi
sestaveni Ucetni zavérky statutarnim orgdnem a to, zda s ohledem
na shromazdéné dukazni informace existuje vyznamna (materialni)
nejistota vyplyvajici z udélosti nebo podminek, které mohou
vyznamné zpochybnit schopnost Spolecnosti nepretrzité trvat.
Jestlize dojdeme k zavéru, Ze takovd vyznamna (materialni) nejistota
existuje, je nasi povinnosti upozornit v nasi zpravé na informace
uvedené v této souvislosti v pfiloze v Ucetni zavérce, a pokud tyto
informace nejsou dostatecné, vyjadrit modifikovany vyrok. Nase
zaveéry tykajici se schopnosti Spolec¢nosti nepretrzité trvat vychazeji
z dikaznich informaci, které jsme ziskali do data nasi zpravy.
Nicméné budouci udalosti nebo podminky mohou vést k tomu, Ze
Spolecnost ztrati schopnost nepretrzité trvat.

¢ Vyhodnotit celkovou prezentaci, ¢lenéni a obsah Gcetni zavérky,
vcetné prilohy, a déle to, zda ucetni zavérka zobrazuje podkladové
transakce a udalosti zplisobem, ktery vede k vérnému zobrazeni.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether

the financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance, but is

not a guarantee that an audit conducted in accordance with the above
regulations will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected

to influence the economic decisions of users taken on the basis of these
financial statements.

As part of an audit in accordance with the above regulations, we exercise

professional judgment and maintain professional skepticism throughout

the audit. We also:

¢ Identify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal
control.

e Obtain an understanding of internal control relevant to the audit in order
to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness
of the Company’s internal control.

e Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related disclosures made
by the statutory body.

e Conclude on the appropriateness of the statutory body’s use of the going
concern basis of accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures
in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Company to cease to continue
as a going concern.

e Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial
statements represent the underlying transactions and events in a manner
that achieves fair presentation.
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Nasi povinnosti je informovat osoby povérené spravou a fizenim We communicate with those charged with governance regarding, among

mimo jiné o pldanovaném rozsahu a nacasovani auditu a o vyznamnych other matters, the planned scope and timing of the audit and significant
zjisténich, kterd jsme v jeho prabéhu ucinili, véetné zjisténych audit findings, including any significant deficiencies in internal control that we
vyznamnych nedostatkl ve vnitfnim kontrolnim systému. identify during our audit.

Statutarni auditor odpovédny za zakazku Statutory Auditor Responsible for the Engagement

Ing. Vladimir Dvoracek je statutarnim auditorem odpovédnym za audit Vladimir Dvoracek is the statutory auditor responsible for the audit

Ucetni zavérky spolecnosti OTE, a.s. k 31. prosinci 2018, na jehoz of the financial statements of OTE, a.s. as at 31 December 2018, based
zékladé byla zpracovana tato zprava nezdvislého auditora. on which this independent auditor’s report has been prepared.

V Praze, dne 27. bfezna 2019 Prague, 27 March 2019
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ROZVAHA V PLNEM ROZSAHU KE DNI 31. 12. 2018
BALANCE SHEET IN FULL FORMAT AS AT 31 DECEMBER 2018

(v celych tisicich K¢) | (in thousands of Czech crowns)

oznaceni aktiva | assets skuteénost v uc¢etnim obdobi | actual figures in period
label
béZném minulém
current prior
brutto korekce netto netto
gross adjust. net net
aktiva celkem | total assets 14 966 751 1066 163 13 900 588 13 348 788
B. stala aktiva | fixed assets 976 491 893013 83478 48 617
B. | dlouhodoby nehmotny majetek | intangible fixed assets 887 898 834 869 53029 32404
ocenitelnad prava | intellectual property rights 797 262 776 806 20456 16 155
1. software | software 797 262 776 806 20456 16 155
ostatni dlouhodoby nehmotny majetek 66 814 58 063 8751 14 810
other intangible fixed assets
poskytnuté zadlohy na dlouhodoby nehmotny majetek a nedokonéeny 23822 0 23822 1439
dlouhodoby nehmotny majetek
advance payments for intangible fixed assets and intangible fixed
assets under construction
2. nedokonceny dlouhodoby nehmotny majetek 23822 0 23822 1439
intangible fixed assets under construction
B. 1l dlouhodoby hmotny majetek | tangible fixed assets 88593 58 144 30449 16 213
B. 1l pozemky a stavby | land and buildings 3736 3736 0 74
2. stavby | buildings 3736 3736 0 74
hmotné movité véci a jejich soubory 84131 54408 29723 16 139
plant and equipment
poskytnuté zadlohy na dlouhodoby hmotny majetek a nedokonceny 726 0 726 0
dlouhodoby hmotny majetek
advance payments for tangible fixed assets and tangible fixed assets
under construction
2. nedokonceny dlouhodoby hmotny majetek 726 0 726 0
tangible fixed assets under construction
C. obéZna aktiva | current assets 13 773 297 173 150 13 600 147 13 095 632
c. pohledavky | receivables 9413852 173150 9240702 9310821
C. dlouhodobé pohledavky | long-term receivables 40258 0 40258 29567
4. odloZena darnova pohledavka | deferred tax asset 40251 0 40251 29 560
5. pohledédvky ostatni | receivables—other 7 0 7 7
5.2. dlouhodobé poskytnuté zalohy | long-term advances paid 7 0 7 7
C. 1 kratkodobé pohleddvky | short-term receivables 9373594 173 150 9200444 9281254
1. pohledédvky z obchodnich vztah(l | trade receivables 467 316 65 467 251 358 729
4. pohleddvky —ostatni | receivables —other 8906278 173 085 8733193 8922525
4.3. stat—dariové pohleddvky | tax receivables 16 459 0 16 459 28 360
4.4, kratkodobé poskytnuté zélohy | short-term advances paid 16 830 0 16 830 18994
4.5. dohadné ucty aktivni | estimated receivables 156 318 0 156 318 248 836
4.6. jiné pohledavky | other receivables 8716671 173 085 8543 586 8626 335
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béiném minulém
current prior
brutto korekce netto netto
gross adjust. net net
C. . kratkodoby finanéni majetek | short-term financial assets 699 810 0 699 810 199 997
2. ostatni kratkodoby finan¢ni majetek 699 810 0 699 810 199997
other short-term financial assets
C. IV penézni prostiedky | cash 3659 635 0 3659 635 3584814
1. penéini prostiedky v pokladné | cash in hand 322 0 322 187
2. penézni prostiedky na Uc¢tech | bank accounts 3659313 0 3659313 3584627
I &asové rozliseni aktiv | deferrals 216 963 0 216 963 204 539
I 1. néklady pfistich obdobi | prepaid expenses 926 0 926 1473
3. pFijmy pFistich obdobi | accrued revenues 216 037 0 216 037 203 066
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oznaceni pasiva | liabilities skutecnost v icetnim obdobi
label actual figures in period
béZném minulém
current prior
netto netto
net net
pasiva celkem | total liabilities & equity 13900588 13348788
A. vlastni kapital | equity 779122 828090
AL zakladni kapital | registered capital 500000 500000
A | 1. zakladni kapital | registered capital 500 000 500000
AL fondy ze zisku | funds from profit 326 829 363 846
AL 1. ostatni rezervni fondy | other reserve funds 47 189 47 189
2. statutdrni a ostatni fondy | statutory and other funds 279 640 316 657
A. V. 1. vysledek hospodareni bézného uéetniho obdobi (+/-) | profit (loss) for the current period (+/-) -47 707 -35 756
B.+C. cizi zdroje | liabilities 12 277 699 11 475 850
B. | rezervy | provisions 148 634 98 066
4. ostatni rezervy | other provisions 148 634 98 066
C. zavazky | liabilities 12 129 065 11377784
c. 1 kratkodobé zavazky | short-term liabilities 12 129 065 11377 784
2. zavazky k Gvérovym institucim | liabilities to credit institutions 3822407 1325614
3. kratkodobé prijaté zalohy | short-term advances received 3174572 2849582
4. zavazky z obchodnich vztahtG | trade payables 819777 380234
8. zavazky —ostatni | liabilities — other 4312309 6822354
zavazky k zaméstnancim | payables to employees 5042 4665
zavazky ze socidlniho zabezpeceni a zdravotniho pojisténi 2874 2797

social security and health insurance liabilities
stdt — danové zavazky a dotace | tax liabilities and subsidies 16 332 1973598
dohadné ucty pasivni | estimated payables 157 287 250254
jiné zdvazky | other payables 4130774 4591 040
I casové rozliseni pasiv | accruals 843767 1044 848
I 1. vydaje pfistich obdobi | accrued expenses 843767 1044848
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VYKAZ ZISKU A ZTRATY V PLNEM ROZSAHU K 31. 12. 2018
PROFIT AND LOSS ACCOUNT IN FULL FORMAT

AS AT 31 DECEMBER 2018

(v celych tisicich K&) | (in thousands of Czech crowns)

oznaceni vykaz zisku a ztraty | profit and loss account skuteénost v u¢etnim obdobi
label actual figures in period
béZném minulém
current prior
I trzby z prodeje vyrobk( a sluzeb | revenue from products and services 648 672 675 363
1. trzby za prodej zbozi | revenue from goods 36962 936 29723 366
A. vykonova spotifeba | cost of sales 37 159 564 29918 707
Al naklady vynaloZzené na prodané zboZi | cost of goods sold 36958571 29724521
A.2. spotfeba materialu a energie | materials and consumables 1924 1982
A3, sluzby | services 199 069 192 204
D. osobni ndklady | presonnel expenses 78 781 74 031
D.1. mzdové ndklady | wages and salaries 58 626 54237
D.2. ndklady na socidlni zabezpeceni, zdravotni pojisténi a ostatni naklady 20155 19794
social security, health insurance and other expenses
D.2.1. naklady na socialni zabezpeceni a zdravotni pojisténi | social security and health insurance expenses 18436 18 445
D.2.2. ostatnindklady | other expenses 1719 1349
E. Upravy hodnot v provozni oblasti | adjustments relating to operating activities 55381 60670
E.1. upravy hodnot dlouhodobého nehmotného a hmotného majetku 55334 60676
adjustments to intangible and tangible fixed assets
E.1.1. udpravy hodnot dlouhodobého nehmotného a hmotného majetku — trvalé 55334 60676
depreciation and amortisation of intangible and tangible fixed assets
E.3. upravy hodnot pohledavek | adjustments to receivables 47 -6
1. ostatni provozni vynosy | other operating revenues 46 385 078 45783971
111.3. jiné provoznivynosy | other operating revenues 46 385078 45783971
F. ostatni provozni ndklady | other operating expenses 46 718 701 46 150 742
F.3. dané a poplatky | taxesand charges 294 420 279 284
F.4. rezervy v provozni oblasti a komplexni naklady pfistich obdobi 50568 89929
provisions relating to operating activity and complex prepaid expenses
F.5. jiné provozni naklady | other operating expenses 46 373 713 45781529
= provozni vysledek hospodafeni (+/-) | operating profit (loss) (+/-) -15 741 -21450

50 Vyrocni zprava 2018 | Annual Report 2018



oznaceni

vykaz zisku a ztraty | profit and loss account

skutecnost v u¢etnim obdobi

label actual figures in period
béiném minulém

current prior

VI. vynosové Uroky a podobné vynosy | interest revenue and similar revenue 7031 511
VI.2. ostatni vynosové uroky a podobné vynosy | otherinterest revenue and similar revenue 7031 511

J. nakladové uroky a podobné nédklady | interest expense and similar expense 27794 6799
J.2. ostatni ndkladové droky a podobné nédklady | other interest expense and similar expense 27794 6799

VII. ostatni financni vynosy | other financial revenues 363 699 151995
K. ostatni finan¢ni ndklady | other financial expenses 385540 168 072
L finanéni vysledek hospodafreni (+/-) | profit (loss) from financial operations -42 604 -22 365
** vysledek hospodafeni pfed zdanenim (+/-) | profit (loss) before tax (+/-) -58 345 -43 815
L. daii z pfijmu | income tax -10 638 -8 059
L.1. dan z pfijmu splatnd | current tax 53 6770

L.2. dan z pfijmu odlozena (+/-) | deferred tax (+/-) -10 691 -14 829

** vysledek hospodafeni po zdanéni (+/-) | profit (loss) after tax (+/-) -47 707 -35756
oo vysledek hospodafeni za Géetni obdobi (+/-) | profit (loss) for the accounting period (+/-) -47 707 -35 756
* Cisty obrat za Uéetni obdobi 84367 416 76 335206

net turnover for the accounting period = I. + [l. + I1l. + IV. + V. + VI. + VII.
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PREHLED O PENEZNICH TOCICH KE DNI 31. 12. 2018
CASH FLOW STATEMENT AS AT 31 DECEMBER 2018

(v celych tisicich K&) | (in thousands of Czech crowns)

oznaceni prehled o penéznich tocich | cash flow statement skutecnost v ucetnim obdobi
label actual figures in period
béZném minulém
current prior
P. stav penéznich prostfedkid a penéznich ekvivalenti na za&atku Géetniho obdobi 3784811 2681073

cash and cash equivalents at beginning of year

penéini toky z hlavni vydéleéné €innosti | net operating cash flow

Z. ucetni zisk nebo ztrata z bézné cinnosti pred zdanénim -58 345 -43 815
accounting profit (loss) from ordinary activities

Al Upravy o nepenéini operace 124 816 155225
non-cash transactions

Al.1. odpisy stalych aktiv a pohledavek 55334 60676
depreciation and amortisation of fixed assets

A.1.2. zména stavu | changein 50615 89922

A.1.2.2. rezerv a opravnych polozek | provisions and other adjustments 50615 89922

A.1.5. vyUctované nakladové a vynosové troky | revenue from dividends and profit distribution 20043 6177

A.1.6. pfipadné Upravy o ostatni nepenézni operace | other non-cash transactions -1176 -1550

A* Cisty penéini tok z provozni ¢innosti pfed zdanénim, zménami pracovniho kapitalu, finanénimi 66471 111410

a mimoradnymi polozkami | net operating cash flow before taxation financial items, changes in working
capital and extraordinary items

A.2. zména potfeby pracovniho kapitdlu | changesin working capital -1897 245 244 161

A.2.1. zména stavu pohledavek z provozni ¢innosti, aktivnich u¢td dohadnych a ¢asového rozliseni 45491 -403 765
change in receivables from operating activities, estimated receivables and deferrals

A.2.2. zména stavu kr. zavazkd z provozni ¢innosti, pasivnich G¢ta dohadnych a ¢asového rozliseni -1942 736 647 926
change in short-term liabilities from operating activities, estimated payables and accruals

Ar* Cisty penézni tok z provozni ¢innosti pred zdanénim, finanénimi a mimoradnymi polozky -1830774 355571
net operating cash flow before taxation, changes in working capital and extraordinary items

A.3. zaplacené uroky s vyjimkou kapitalizovanych drok( | interest paid excluding amounts capitalised -26 898 -6 688

A4, prijaté droky | interest received 6854 511

A.5. zaplacend dafi z pfijm( za béZnou €innost a domérky dané za minula obdobi 11848 -25427

income tax paid on ordinary income and income tax relating to prior periods

Atr* Eisty penéZni tok z provozni éinnosti | net operating cash flow -1838970 323 967
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oznaceni

pfehled o penéznich tocich | cash flow statement

skuteénost v u¢etnim obdobi

label actual figures in period
béiném minulém
current prior

penéini toky z investi¢ni ¢innosti | investing activities

B.1. nabyti stélych aktiv | acquisition of fixed assets -81928 -45 067

B.1.1. nabyti dlouhodobého hmotného majetku | acquisition of tangible fixed assets -25555 -9897

B.1.2. nabyti dlouhodobého nehmotného majetku | acquisition of intangible fixed assets -56 373 -35170

B Cisty penézni tok vztahujici se k investi¢ni ¢innosti -81928 -45 067
net cash flow from investing activities
penézini toky z finanéni éinnosti | financing activities

C.1. zména stavu dlouhodobych, popf. kratkodobych zavazk( z finan¢ni oblasti 2496 793 838176
change in long-term resp.short-term liabilities from financing

C.2. dopady zmén vlastniho kapitalu na penéini prostiedky -1261 -13 338
increase and decrease in equity from cash transactions

C.2.5. platby z fondl tvofenych ze zisku | payments from funds created from net profit -1261 -1538

C.2.6. vyplacené podily na zisku véetné zaplacené srazkové dané a tantiémy 0 -11 800
dividends paid, including withholding tax paid and bonuses paid to board members

CH¥x Cisty penéini tok vztahuijici se k finanéni ¢innosti 2495532 824 838
net cash flow from financing activities

F. Cisté zvyseni nebo sniZeni penéZnich prostiedk | netincrease or decrease in cash balance 574 634 1103738

R. stav penéznich prostfedki a penéinich ekvivalentti na konci téetniho obdobi 4359 445 3784811

cash and cash equivalents, end of period

Pfehled o penéznich tocich | Cash Flow Statement
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PREHLED O ZMENACH VE VLASTNIM KAPITALU
STATEMENT OF CHANGES IN EQUITY

(v celych tisicich K&) | (in thousands of Czech crowns)

zustatek k 1. 1. 2018 | balance as at 1.1.2018 500000 47 189 316 657 -35756 828 090

prevod vysledku hospodafeni - 0 -35756 35756 0
transfer of the profit (loss) for the current period

zvy$eni zakladniho kapitélu - - - - 0
increase in registered capital

¢erpanifondl | reductions of funds - - -1261 - -1261
tantiémy | net profit bonuses - - - 0 0
podily na zisku | dividends - - - 0 0
vysledek hospodareni za bézny rok - - - -47 707 -47 707

profit (loss) for the current period

zlstatek k 31.12. 2018 | balance as at 31.12.2018 500 000 47 189 279 640 -47 707 779122

zGstatek k 1. 1. 2017 | balance as at 1.1.2017 340000 41 861 388 750 106 573 877 184
prevod vysledku hospodareni - 5328 89445 -94 773 0
transfer of the profit (loss) for the current period

zvy$eni zakladniho kapitélu 160 000 - -160 000 - 0
increase in registered capital

Cerpanifondl | reductions of funds - - -1538 - -1538
tantiémy | net profit bonuses - - - -9800 -9 800
podily na zisku | dividends - - - -2000 -2000
vysledek hospodareni za bézny rok - - - -35756 -35756
profit (loss) for the current period

zlstatek k 31.12. 2017 | balance as at 31.12.2017 500 000 47 189 316 657 -35756 828090
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PRILOHA V UCETNIi ZAVERCE KE DNI 31. PROSINCE 2018
NOTES TO THE FINANCIAL STATEMENTS AS AT 31 DECEMBER 2018

1. Popis spolecnosti

OTE, a.s., (dale jen ,,spole¢nost”), je akciova spolecnost, ktera vznikla
dne 2. ¢ervence 2001 zapisem do obchodniho rejstfiku vedeného

u Méstského soudu v Praze pod spisovou znackou B 7260 a sidli

v Sokolovské ulici 192/79, Praha 8, Ceska republika, identifikacni &islo
264 63 318. Hlavnim predmétem jeji Cinnosti jsou ¢innosti operatora
trhu podle § 20a zakona ¢. 458/2000 Sh. (energeticky zdkon) a sprava
verejné pristupného rejstfiku obchodovani s povolenkami na emise
sklenikovych plyna.

Jedinym akcionafem spole¢nosti je stat Ceska republika. Prava
akcionare ve spolecnosti vykonava jménem statu jako vécné pfislusny
statni organ Ministerstvo prdmyslu a obchodu IC 476 09 109, se sidlem

Na Frantisku 32, Praha 1.

Clenové statutarnich organt k 31. prosinci 2018:

dozoréi rada

predseda: Ing. Ludmila Petranova
mistopredseda: Ing. Ladislav Havel

¢len: Ing. Oldfich Petrzilka

clen: Ing. Jaroslav Kubovic

¢len: Ing. Jifi Maceska
pfedstavenstvo

predseda: Ing. Ales Tomec
mistopredseda: Ing. Michal Ivanek

¢len: Ing. Igor Chemisinec, Ph.D.

V roce 2018 doslo v dozoréi radé spolecnosti k nasledujicim zménam:
dne 31. ¢ervence 2018 bylo rozhodnutim jediného akcionare ukonceno
¢lenstvi Mgr. Tomase Cumpelika.

Na zékladé rozhodnuti jediného akcionére v plsobnosti valné hromady

ze dne 30. kvétna. 2016 byl v souladu se zakonem €. 93/2009 Sb. (zakon
o auditorech) zfizen vybor pro audit.

vybor pro audit

predseda: Ing. Ladislav Langr
¢len: Ing. Michal Brandejs
¢len: Ing. Petr Cermak

1. Description of the Company

OTE, a.s. (the “Company”) is a joint stock company which was incorporated
on 2 July 2001 by being recorded in the Commercial Register maintained

by the Municipal Court in Prague, under file number B 7260, and has

its registered office in Prague 8, Sokolovska 192/79, Czech Republic,
identification number 264 63 318. The principal activities of the Company are
a market operator’s activities under Section 20a of Act No. 458/2000 Coll.,
the Energy Act, and the administration of the publicly available Emission
Rights Trading Registry.

The sole shareholder of the Company is the Czech Republic.

The shareholder’s rights in the Company are exercised on behalf

of the government by the Ministry of Industry and Trade, ID 476 09 109, with
its registered office in Prague 1, Na Frantisku 32, as the government body
having the subject-matter jurisdiction.

Members of statutory bodies as at 31 December 2018

supervisory board

chairman: Ludmila Petranova

vice-chairman: Ladislav Havel

member: OldFich Petrzilka
member: Jaroslav Kubovic
member: Jiti Maceska
board of directors

chairman: Ale$ Tomec

vice-chairman: Michal Ivanek

member: Igor Chemisinec

In 2018, the supervisory board changed as follows: on 31 July 2018

the membership of Tomag Cumpelik in the supervisory board was terminated
upon a decision of the sole shareholder.

Based on the decision of the sole shareholder acting within the powers

of the general meeting held on 30 May 2016, the audit committee was
established in compliance with Act No. 93/2009 Coll. (the Act on Auditors).

audit committee

chairman: Ladislav Langr
member: Michal Brandejs
member: Petr Cermék
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Organizaéni struktura spolecnosti zahrnuje ndsledujici Useky a jim
podtizené odbory:

usek odbor

The organisational structure of the Company comprises the following sections
and their subordinated departments:

section department

sluzby spolec¢nosti

services provided by the Company

sprava podporovanych zdroji energie
sprava povolenek a zaruk plvodu
zakaznické sluzby

analyzy a predikce

administration of promoted energy sources
administration of emission rights and guarantees of origin
customer services

analysis and predictions

obchod a Bilance

trade and balance

bilance elektfiny
bilance plynu
obchod

rozvoj trhu

electricity balances
gas balances
energy markets

market development

ekonomika

economy

finance
fizeni IT

sprava majetku a sluzby

Spole¢nost nema pobocku v zahranici.

2. Zakladni vychodiska pro vypracovani
ucetni zavérky

Tato Ucetni zavérka je pFipravena v souladu se zakonem

€. 563/1991 Sb., o Ucetnictvi, ve znéni pozdéjsich pfedpisd (déle jen
zakon o Ucetnictvi) a s vyhlagkou Ministerstva financi Ceské republiky
¢. 500/2002 Sb., kterou se provadéji nékterd ustanoveni zakona

o Ucetnictvi, ve znéni pozdéjsich predpist, pro Gcetni jednotky,

které jsou podnikateli u¢tujicimi v soustavé podvojného tcetnictvi
(dale jen vyhlaska).

Ugetni zavérka je sestavena za predpokladu nepfetrzitého trvani
spolecnosti.

3. Obecné ucetni zasady

ZpUsoby oceriovani, které spole¢nost pouZivala pfi sestaveni Ucetni
zavérky za roky 2018 a 2017 jsou nésleduijici:

a) Dlouhodoby nehmotny majetek

Dlouhodoby nehmotny majetek se ocefiuje v pofizovacich cenach, které

obsahuji cenu porizeni a naklady s pofizenim souvisejici. Dlouhodoby
nehmotny majetek nad 60 tis. K¢ je odepisovan do ndklad(i na zakladé
predpokladané doby Zivotnosti pFislusSného majetku (26 let).

Naklady na technické zhodnoceni dlouhodobého nehmotného majetku
zvysuji jeho pofizovaci cenu. Opravy a Udrzba se Uctuji do ndkladd.

56 Vyrocni zprava 2018 | Annual Report 2018

finance
IT management

facility and services management

The Company has no branch abroad.

2. Basis of Preparation of the Financial
Statements

These financial statements have been prepared in compliance with Act

No. 563/1991 Coll., on Accounting, as amended, (“the Act on Accounting”)
and Decree of the Czech Ministry of Finance No. 500/2002 Coll.,
implementing certain provisions of the Act on Accounting, as amended, for
business entities using double-entry bookkeeping, (“the Decree”).

The financial statements have been prepared on a going concern basis.

3. General Accounting Principles

The valuation methods applied by the Company in preparing the financial
statements for 2018 and 2017 are as follows:

a) Intangible fixed assets

Intangible fixed assets are stated at acquisition cost, which includes

the purchase price and related costs. Intangible fixed assets costing more
than TCZK 60 were amortised over the estimated useful life of the asset
(2—6 years).

Cost of improvement of intangible fixed assets increases the acquisition cost
of the relevant asset. Repairs and maintenance are expensed as incurred.



b) Dlouhodoby hmotny majetek

Dlouhodoby hmotny majetek se ocenuje v pofizovacich cenach,

které zahrnuji cenu pofizeni, naklady na dopravu, clo a dalsi naklady

s pofizenim souvisejici. Dlouhodoby hmotny majetek v pofizovaci cené
od 25 tis. K¢ do 40 tis. K¢ je ucetné odepisovan 2 roky. Dlouhodoby
hmotny majetek nad 40 tis. K¢ se odepisuje po dobu ekonomické
Zivotnosti.

Naklady na technické zhodnoceni dlouhodobého hmotného majetku
zvySuji jeho pofizovaci cenu. Opravy a Udrzba se Uctuji do nakladd.

Odepisovani

Odpisy jsou vypocteny na zékladé porizovaci ceny a predpokladané
doby Zivotnosti pFislusSného majetku. Predpokladana Zivotnost je
stanovena takto:

pocet let
stavby (technické zhodnoceni najatého majetku) 5
stroje, pristroje a zatizeni 3
dopravni prostiedky 4

c) Finanéni majetek
Kratkodoby financni majetek tvori dluhové cenné papiry se splatnosti
do 1 roku drzené do splatnosti.

Cenné papiry drzené do splatnosti jsou cenné papiry, které maji
stanovenou splatnost a spole¢nost ma imysl a schopnost drzet je
do splatnosti.

Cenné papiry se ocenuji pofizovacimi cenami, které zahrnuji cenu
poftizeni a pfimé ndaklady s pofizenim souvisejici, napt. poplatky

a provize maklérim a burzam. U dluhovych cennych papirud se Gctuje
o urokovém vynosu ve vécné a casoveé souvislosti a takto rozliseny
urokovy vynos je soucasti ocenéni prislusného cenného papiru.

d) PenéZni prostiedky
Penézni prostiedky tvofi ceniny, penize v hotovosti a na bankovnich
uctech.

e) Pohledavky

Pohledavky se oceriuji jmenovitou hodnotou. Ocenéni pochybnych
pohledavek se sniZzuje pomoci opravnych polozek na vrub nakladu
na jejich realizaéni hodnotu.

f) Derivaty

Derivaty se prvotné ocenuji pofizovacimi cenami. V pfiloZené rozvaze
jsou derivaty vykazany jako soucast jinych kratkodobych pohledavek,
resp. zavazkd.

b) Tangible fixed assets

Tangible fixed assets are stated at acquisition cost, which includes

the purchase price, freight, customs duties and other related costs. Tangible
fixed assets costing between TCZK 25 and TCZK 40 are depreciated over 2
years. Tangible fixed assets costing more than TCZK 40 are depreciated over

the estimated useful life of the asset.

Cost of improvement of tangible fixed assets increases the acquisition cost
of the relevant asset. Repairs and maintenance are expensed as incurred.

Depreciation
Depreciation is calculated based on the acquisition cost and the estimated
useful life of the asset. The estimated useful life is as follows:

number of years
structures (leasehold improvements) 5
machinery, equipment and devices 3
motor vehicles 4

) Investments
Short-term investments include debt securities held to maturity that are due
within 1 year.

Held-to-maturity securities are securities with defined maturity which
the Company intends and is able to hold to maturity.

Securities are recognised at acquisition cost, which includes the purchase
price and expenses directly incurred in connection with the acquisition,
such as fees and commissions paid to brokers and stock exchanges. For
debt securities, interest revenue is recognised on an accrual basis and such
accrued interest revenue is part of the value of the respective security.

d) Cash
Cash comprises valuables, cash in hand and cash at the bank.

e) Receivables
Receivables are carried at their nominal value. Adjustments are established to

reduce the cost of doubtful debts to their net realisable value.
f) Derivatives

Derivatives are initially stated at acquisition cost and are reported in other
short-term receivables or liabilities in the accompanying balance sheet.
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Derivéty se ¢leni na derivéty k obchodovani a derivaty zajistovaci.
Zajistovaci derivaty jsou sjedndny za Ucelem zajisténi redlné hodnoty
nebo za Ucelem zajisténi penéznich tokl. Aby mohl byt derivat
klasifikovan jako zajistovaci, musi zmény v redlné hodnoté nebo
zmény penéznich tokd vyplyvajici ze zajistovacich derivatu zcela nebo
zCasti kompenzovat zmény v redlné hodnoté zajisténé polozky nebo
zmény penéznich tokd plynoucich ze zajisténé polozky a spole¢nost
musi zdokumentovat a prokazat existenci zajistovaciho vztahu

a vysokou Ucinnost zajisténi. V ostatnich pfipadech se jedna o derivaty
k obchodovani.

Spole¢nost vyuZziva jen derivaty k obchodovani.

K rozvahovému dni se derivaty precenuji na redlnou hodnotu.
Zmeény redlnych hodnot derivatt uréenych k obchodovani se uctuji
do financnich nakladd, resp. vynosu.

g) Netting — zapocet vzajemnych pohledavek a zavazki
Spolecnost vzajemné zapocitava pohledavky, zavazky, pfijaté

a poskytnuté zalohy vzniklé pfi vyporadani dennich obchodu

za odchylky, regulac¢ni energii, kratkodoby trh a zGétovani rozdild

z typovych diagramu dodavky. Pohledavky a zavazky z téchto obchodi
jsou v rozvaze vykazany v netto hodnoté a dochazi k penéznimu
vyrovnavani netto c¢astek.

h) Vlastni kapital

Zakladni kapital spole¢nosti se vykazuje ve vysi zapsané v obchodnim
rejstfiku méstského soudu. Pfipadné zvyseni nebo snizeni zakladniho
kapitdlu na zakladé rozhodnuti valné hromady, které nebylo ke dni
ucetni zavérky zaregistrovano, se vykazuje jako zmény zakladniho
kapitalu.

V souladu se stanovami spole¢nost vytvafi rezervni fond ze zisku.

Na zakladé vnitfniho predpisu vytvari spolecnost ze zisku socialni fond,
urceny ke kryti ndrokd zaméstnanct nad ramec zakoniku prace a dale
fond rozvoje, ve kterém se soustieduji volné financni prostiedky pro
budouci investi¢ni potieby.

i) Cizi zdroje
Dlouhodobé i kratkodobé zavazky se vykazuji ve jmenovitych
hodnotach.

Dlouhodobé i kratkodobé zavazky k Gvérovym institucim se vykazuji

ve jmenovité hodnoté. Za kratkodobé zavazky k Uvérovym institucim

se povazuje i ¢ast dlouhodobych zdvazkd k ivérovym institucim, ktera
je splatnd do jednoho roku od rozvahového dne. Podminéné zavazky,
které nejsou vykdzény v rozvaze z diivodu vysoké nejistoty pfi stanoveni
jejich vyse, titulu nebo terminu pInéni, jsou popsany v odstavci 16.
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Derivatives are divided into trading derivatives and hedging derivatives.
Hedging derivatives are contracted to hedge fair values or cash flows.

In order to be classified as a hedging derivative, the changes in fair values
or cash flows arising from the derivative must, in full or in part, compensate
the changes in the fair value of the hedged item or the changes in cash
flows relating to the hedged item. In addition, it is necessary to document
and prove the existence and high effectiveness of the hedging relationship.
In other cases, derivatives are classified as held for trading.

The Company only uses derivatives held for trading.

At the balance sheet date derivatives are remeasured to fair value. Changes
in the fair values of trading derivatives are charged to financial expenses

or revenues.

g) Netting of receivables and liabilities

The Company offsets receivables, liabilities, received and paid advances
arisen during the settlement of daily trading for imbalances, regulating
energy, short-term market, and the settlement of load profile differences.
Receivables and liabilities arising from the trading are presented net

in the balance sheet and are settled net in cash.

h) Equity

The Company’s registered capital is disclosed in the amount recorded

in the Commercial Register maintained by the Municipal Court. Any

increase or decrease in the registered capital resulting from a decision

of the general meeting, which was not presented in the Commercial Register
as at the balance sheet date, is recorded in changes in registered capital.

The Company creates a reserve fund from profit in compliance with its
articles of association.

According to the internal policy, the Company creates a social fund from
profit to cover the employees’ claims beyond the bounds of the Labour Code
and a development fund in which it concentrates free financial means for
future investment needs.

i) Liabilities
Long-term and short-term liabilities are stated at nominal value.

Long-term and short-term liabilities to credit institutions are stated

at nominal value. Short-term liabilities to credit institutions also include
any part of long-term liabilities to credit institutions due within one year

of the balance sheet date. Contingent liabilities not reported in the balance
sheet because high uncertainties exist as for their amount, title or term

of performance are described in Note 16.



j) Devizové operace

Majetek a zdvazky potizené v cizi méné se ocenuji v ¢eskych korunach
v kurzu platném ke dni jejich vzniku. K rozvahovému dni byly ocenény
kurzem platnym k 31. prosinci vyhlasenym Ceskou narodni bankou.

Realizované i nerealizované kurzové zisky a ztraty se Uétuji do vynosu
nebo nakladl bézného roku.

k) Uctovani vynosti a naklad(
Vynosy a ndklady se Uctuji Casové rozlisené, tj. do obdobi, s nimz vécné

i Casoveé souviseji.

Spolecnost Gctuje na vrub ndkladd tvorbu rezerv a opravnych polozek
na kryti vSech rizik, ztrdt a znehodnoceni, které jsou ke dni sestaveni
ucetni zavérky znamy.

Vynosy a ndklady vyplyvajici z dennich obchodd za odchylky, regulaéni
energii, kratkodoby trh a zGc¢tovani rozdild z typovych diagrami
dodavky jsou vykazany jako Trzby za prodej zboZi a Naklady vynaloZzené
na prodané zbozi.

Vynosy z hlavni ¢innosti pfedstavuji vynosy z pevnych cen Gctovanych
podle platného cenového rozhodnuti Energetického regulac¢niho dfadu,
kterym se stanovuji ceny elektfiny, plynu a souvisejicich sluzeb.

Trzby z plateb ceny na thradu naklad( spojenych s podporou elektfiny
a z plateb slozky ceny za distribuci elektfiny spojené s podporou
decentralni vyroby elektfiny jsou spolu s dotaci ze statniho rozpoctu
zahrnuty do jinych provoznich vynosU pfi respektovani vécné a ¢asové
souvislosti. V daném ucetnim obdobi jsou tedy uctovany pouze

v realizované vysi, tj. do vyse poskytnuté podpory. Rozdil, o ktery
celkové pfijmy na uhradu nakladt podpory v daném kalendafnim roce
prevysuji naklady spojené s vyplatou podpory, je Uctovan jako zdvazek
vuci statnimu rozpoctu a bude vyporadan v souladu s podminkami
Cerpdni dotace ze statniho rozpoctu. V pfipadé, Ze celkové prijmy

na uhradu nakladd podpory jsou v daném kalendafnim roce nizsi

nez celkové naklady na podporu, je douctovan vynos ve vysi zatim
nepfijatych financnich prostredk(, na které ma spolec¢nost narok

a budou pfijaty v budoucnu.

1) Dan z pfijma

Néklad na dan z pfijm( se pocitd za pomoci platné dafnové sazby

z Ucetniho zisku zvy$eného nebo snizeného o trvale nebo docasné
danoveé neuznatelné naklady a nezdariované vynosy (napf. tvorba

a zUctovani ostatnich rezerv a opravnych polozek, rozdil mezi G¢etnimi
a dariovymi odpisy atd.).

Spoleénost vykazuje v rezervach nesplaceny zévazek z titulu dané

z prijmU poniZeny o zaplacené zélohy. Pokud zélohy na dan z pfijmad
prevysuji odhadovanou splatnou dan k datu ucetni zavérky, je rozdil
vykazan jako kratkodoba pohledavka.

j) Foreign exchange transactions

Assets and liabilities acquired in a foreign currency are stated in Czech
crowns based on the official rate valid at the date of their occurrence.
As at the balance sheet date, they are stated at the Czech National Bank

official rate valid as at 31 December.

Both realised and unrealised foreign exchange gains and losses are recognised
in revenues or expenses of the current year.

k) Recognition of revenues and expenses
Revenues and expenses are recognised on an accrual basis, i.e. in the period
to which they relate in terms of substance and timing.

The Company recognises as an expense the creation of provisions and
adjustments to cover all risks, losses and impairment known as at the date
of preparation of the financial statements.

Revenues and expenses arising from daily trading for imbalances, regulating
energy, short-term market and the settlement of load profile differences are
reported as “Revenue from goods” and “Cost of goods sold”.

Revenues from the principal activities are revenues from fixed prices charged
under the valid price decision of the Energy Regulatory Office based on which
prices for electricity, gas and related services are determined.

Revenues from the price paid to cover costs related to the promotion

of electricity and the price component paid for electricity distribution
associated with support of decentralised electricity generation together
with government subsidies are included in other operating revenues,
taking into consideration the matching and accrual principle. Accordingly,
in the accounting period concerned, revenues are only recognised up to
the realised amount, i.e. up to the amount of the support actually received.
The difference by which the total revenues paid to cover costs related to
the promotion in the calendar year concerned exceed expenses incurred
in the disbursement of the support is recognised as a liability towards

the government and will be settled under the terms and conditions for
drawing the government subsidy. If the total revenues paid to cover costs
related to the promotion of electricity in the calendar year concerned are
lower than the total expenses incurred in the promotion, an estimated
revenue is recognised in the amount of financial means not received yet to
which the Company is entitled and which will be received in the future.

1) Income tax

The corporate income tax expense is calculated using the applicable tax
rate from the accounting profit increased or decreased by permanently
or temporarily tax non-deductible expenses or non-taxable revenues
(e.g. establishment and release of other provisions and adjustments,
representation expenses, differences between accounting and tax
depreciation, etc.).

The Company reports an outstanding liability arising from the income tax
decreased by income tax prepayments. If income tax prepayments exceed
the estimated current income tax as at the reporting date, the difference is
reported as a short-term receivable.
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OdloZena dafiova povinnost odrazi dariovy dopad pfechodnych rozdilt
mezi zlstatkovymi hodnotami aktiv a pasiv z hlediska Gcetnictvi
a stanoveni zakladu dané z pfijmu s prihlédnutim k obdobi realizace.

m) Dotace

Spole¢nost je pfijemcem neinvesti¢ni dotace na Uhradu naklada
spojenych s podporou elektfiny a provozni podporou tepla.
Poskytovatelem dotace je Ministerstvo priimyslu a obchodu CR. Dotace
je vyplacena Ctvrtletné ve IhGté 60 dnt po skonceni pfislusného
Ctvrtleti. Dotace je U¢tovana do vynos( v obdobi, kdy jsou vynaloZeny
souvisejici ndklady na podporu.

n) Poutziti odhadil

Sestaveni Ucetni zavérky vyzaduje, aby vedeni spolecnosti pouZivalo
odhady a predpoklady, jez maji vliv na vykazované hodnoty majetku

a zavazk( k datu ucetni zavérky a na vykazovanou vysi vynost

a nakladu za sledované obdobi. Vedeni spolecnosti stanovilo tyto
odhady a predpoklady na zakladé viech jemu dostupnych relevantnich
informaci. Nicméné, jak vyplyva z podstaty odhadu, skutecné hodnoty
v budoucnu se mohou od téchto odhad( odliSovat.

o) Nasledné udalosti

Dopad udalosti, které nastaly mezi rozvahovym dnem a dnem sestaveni
Ucetni zavérky, je zachycen v Gcetnich vykazech v pfipadé, Ze tyto
uddlosti poskytly doplriujici informace o skute¢nostech, které existovaly
k rozvahovému dni.

V pfipadé, Ze mezi rozvahovym dnem a dnem sestaveni Gcetni zavérky
doslo k vyznamnym udalostem zohlednujicim skutecnosti, které nastaly
po rozvahovém dni, jsou dUsledky téchto udalosti popsany v pfiloze
Ucetni zavérky, ale nejsou zauctovany v Ucetnich vykazech.

p) Rezervy

Spolecnost vytvari rezervy v pfipadech, kdy Ize s vysokou mirou
pravdépodobnosti stanovit titul, vysi a termin plnéni pfi dodrzeni vécné
a ¢asové souvislosti.

Rezerva na odmény statutdrnich organt je k rozvahovému dni tvofena
na zakladé platnych smluv o vykonu funkce ¢lenti organt spolecnosti,
véetné nakladu na socialni zabezpedeni a zdravotni pojisténi.

Rezerva na uroky z prodleni vyplyvajici ze soudnich spor, jejichz je

spole¢nost Gcastnikem, je stanovena na zakladé vyse Zalované ¢astky
a Uroku z prodleni podle obecné platnych pravnich pfedpisu.
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Deferred tax is provided on temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and

the amounts used for taxation purposes, taking into consideration the period
of realisation.

m) Subsidies

The Company receives non-investment subsidies to cover costs associated
with the promotion of electricity and operational promotion of heat.

The subsidy is granted by the Czech Ministry of Industry and Trade and is
disbursed on a quarterly basis within the term of 60 days after the end

of the respective quarter. The subsidy is recognised in revenues for the same
period in which the related costs for the promotion are incurred.

n) Use of estimates

The Company’s financial statements cannot be prepared without using
management assumptions and estimates affecting the reported amounts

of assets and liabilities at the balance sheet date and the reported amounts
of revenues and expenses for the period. The Company’s management
believes that the assumptions and estimates used have been made based

on all available information. However, it is unavoidable that the actual values
in the future may differ from these estimates.

o) Subsequent events

The effects of events that occurred between the balance sheet date

and the date of preparation of the financial statements are recognised

in the financial statements if these events provide additional information
on matters that existed as at the balance sheet date.

If significant events occurred between the balance sheet date and the date
of preparation of the financial statements and such events represent
matters occurring after the balance sheet date, the effects of such events
are described in the notes to financial statements but are not recorded

in the financial statements.

p) Provisions
The Company establishes provisions where the related title, amount and term
of fulfilment can be determined with high probability, while complying with

the accrual/matching principle.

The provision for remuneration paid to the authorised representatives is
established based on effective contracts for performance of the positions
of members of the Company’s bodies, including the security and health

insurance expenses.

The provision for default interest arising from legal disputes in which
the Company is involved is determined based on the amount subject to
the legal dispute and default interest in compliance with the generally
applicable legal regulations.



4. Dlouhodoby majetek

a) Dlouhodoby nehmotny majetek (v tis. K¢)

4. Fixed Assets

a) Intangible fixed assets (in TCZK)

software | software 758 602 38660 - 797 262
ostatni dlouhodoby nehmotny majetek 63217 3597 - 66 814
other intangible fixed assets

nedokonceny dlouhodoby nehmotny majetek 1439 22383 - 23822
intangible fixed assets under construction

celkem 2018 | 2018 total 823 258 64 640 0 887 898
celkem 2017 | 2017 total 815908 35170 -27 820 823 258

software | software -742 447 -34 359 - -776 806 20456
ostatni dlouhodoby nehmotny majetek -48 407 -9656 - -58 063 8751
other intangible fixed assets

nedokonc¢eny dlouhodoby nehmotny majetek - - - - 23822
intangible fixed assets under construction

celkem 2018 | 2018 total -790 854 -44 015 0 -834 869 53029
celkem 2017 | 2017 total -767 369 -51 305 27 820 -790 854 32404

Souhrnnad vyse drobného nehmotného majetku neuvedeného v rozvaze
Cinila k 31. prosinci 2018 a 31. prosinci 2017 v potizovacich cenach
3 645 tis. K¢ a 3 437 tis. K&.

PFirtistek nehmotného majetku se tykd predevsim investic do softwaru
v souvislosti s technickym zhodnocenim (Upravy, nové funkcionality)

informacniho systému operatora trhu (dale CS OTE).

b) Dlouhodoby hmotny majetek (v tis. K¢)

The total acquisition cost of low-value intangible assets not reported
in the balance sheet totalled TCZK 3,645 as at 31 December 2018 and
TCZK 3,437 as at 31 December 2017.

Additions to intangible assets concern in particular investments in software
in connection with technical improvements (modifications, new

functionalities) of the market operator’s information system (“CS OTE”).

b) Tangible fixed assets (in TCZK)

stavby | buildings 3736 - - 3736
hmotné movité véci a jejich soubory 59968 24 829 -666 84131
plant and equipment

nedokonc¢eny dlouhodoby hmotny majetek 0 726 - 726
tangible fixed assets under construction

celkem 2018 | 2018 total 63704 25555 -666 88593
celkem 2017 | 2017 total 62 564 9897 -8757 63704

stavby | buildings -3662 -74 - -3736 0
hmotné movité véci a jejich soubory -43 829 -11 245 666 -54 408 29723
plant and equipment

nedokonceny dlouhodoby hmotny majetek - - - - 726
tangible fixed assets under construction

celkem 2018 | 2018 total -47 491 -11 319 666 -58 144 30449
celkem 2017 | 2017 total -46 877 -9371 8757 -47 491 16 213
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K 31. prosinci 2018 a 31. prosinci 2017 souhrnna vyse drobného

hmotného majetku neuvedeného v rozvaze Cinila v potizovacich cenach

3307 tis. K¢ a 3 359 tis. K&.

PFiristek hmotného majetku predstavuje hardware pofizeny
v souvislosti s informacnim systémem CS OTE a vybaveni pracovisté
spolecnosti vypocetni technikou.

5. Pohledavky

Na nesplacené pohledavky, které jsou povazovany za pochybné, byly
v letech 2018 a 2017 vytvoreny opravné polozky na zakladé znalosti
bonity pfislusnych odbératell ve vztahu k terminu vzniku pohledavek
(viz odstavec 6).

K 31. prosinci 2018 a 31. prosinci 2017 pohledavky po Ihité splatnosti
Cinily 173 366 tis. K¢ a 174 774 tis. KC.

Pohledavky z obchodnich vztaht vyplyvaji z dennich obchod

za odchylky, regulac¢ni energii, kratkodoby trh a zGétovani rozdild

z typovych diagramu dodavky. Jiné pohledavky zahrnuji zejména
pohledavky vyplyvajici z podpory elekttiny a provozni podpory tepla.
Vétsina pohledavek po lhité splatnosti je pfedmétem soudnich fizeni

nebo spravnich fizeni vedenych Energetickym regulaénim Gradem, ktera

k datu Gcetni zavérky nebyla ukoncena.
Dohadné ucty aktivni zahrnuji pfedevsim vynosy na dosud
nevyuétovanou podporu podporovanych zdroju energie vztahujici se

k béznému roku.

Pohledévky vici spfiznénym osobam (viz odstavec 18).

6. Opravné polozky

Opravné polozky vyjadfuji prechodné snizeni hodnoty aktiv (uvedenych
v odstavci 5).

Zmény na Uc¢tech opravnych polozek (v tis. K¢):

As at 31 December 2018 and 31 December 2017, the total acquisition cost
of low-value tangible assets not reported in the balance sheet totalled
TCZK 3,307 and 3,359, respectively.

Additions to tangible assets comprise hardware acquired in connection with
the CS OTE information system and equipment of the Company’s workplace
with computer technology.

5. Receivables

In 2018 and 2017, adjustments were established for unpaid doubtful
receivables based on an analysis of the credit status of respective customers
in relation to the term of occurrence of the receivables (see Note 6).

As at 31 December 2018 and 31 December 2017, overdue receivables
amounted to TCZK 173,366 and TCZK 174,774, respectively.

Trade receivables arise from daily trading for imbalances, regulating energies,
short-term market and the settlement of load profile differences. Other
receivables include primarily receivables arising from promotion of electricity
and operational promotion of heat. Most overdue receivables are subject to
judicial or administrative proceedings held by the Energy Regulatory Office
that were not closed as at the reporting date.

Estimated receivables include in particular revenues for the support
of promoted energy sources not settled yet, relating to the current year.

Receivables from related parties (see note 18).

6. Adjustments

Adjustments represent a temporary impairment of assets (assets specified
in note 5).

Changes in adjustments (in TCZK):

opravné polozky k: zUstatek tvorba zuctovani zUstatek tvorba zuctovani zUstatek

adjustments to: k 31.12. 2016 opravné opravné  k31.12.2017 opravné opravné  k31.12.2018

balance at polozky polozky balance at polozky polozky balance at

31/12/2016 additions to release/ 31/12/2017 additions to release/ 31/12/2018

adjustment utilisation adjustment utilisation

pohleddvkam — zékonné 165 560 7566 -23 173103 65 -18 173 150
receivables — legal

pohleddvkam — ostatni 7549 0 -7 549 0 0 0 0

receivables — other

Zakonné opravné polozky se tvori v souladu se zakonem o rezervach
a jsou danoveé uznatelné.
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Legal adjustments are established in accordance with the Act on Reserves

and are tax deductible.



7. Kratkodoby finan¢ni majetek a penézni
prostredky

Utty v bankéch obsahuji depozitni a bé7né vklady u bankovnich dstav(
Komeréni banka, a.s., Ceska spofitelna, a.s., UniCredit Bank Czech
Republic and Slovakia, a.s., a Ceskoslovenska obchodni banka, a. s.,

(denominované zejména v K¢).

Kratkodoby financni majetek k 31. prosinci 2018 ve vysi 699 810 tis. K¢
obsahuje depozitni sménky u Ceskoslovenska obchodni banka, a. s.,
splatné 2. ledna 2019. Kratkodoby financ¢ni majetek k 31. prosinci 2017
ve vysi 199 997 tis. K& obsahuje depozitni sménky u Ceskoslovenska
obchodni banka, a. s., které byly splaceny 2. ledna 2018.

8. Casové rozliseni aktiv

Naklady pfistich obdobi zahrnuji predevsim ¢asové rozlisené vydaje
na ndjemné kancelafskych prostor a jsou Gc¢tovany do nakladd obdobi,
do kterého vécné a ¢asové pfislusi.

PFijmy priStich obdobi zahrnuji zejména douctovani ceny na thradu
nakladi spojenych s podporou elektfiny, pevné ceny za ¢innost

zUctovani, uroky z vkladd v bankdch a ostatni sluzby a jsou U¢tovany
do vynost obdobi, do kterého vécné a ¢asové prislusi.

9. Vlastni kapital

Zakladni kapital spolec¢nosti tvofi jedna akcie s nominalni hodnotou
500 mil. KE. Akcie zni na jméno, je plné upsana a splacena.

V letech 2018 a 2017 doslo k nasledujicim zménam uctl vlastniho

7. Short-term Investments and Cash

Bank accounts include deposit and current accounts with Komeréni
banka, a.s., Ceska spofitelna, a.s., UniCredit Bank Czech Republic and
Slovakia, a.s. and Ceskoslovenské obchodni banka, a. s. (denominated

in particular in CZK).

As at 31 December 2018, short-term investments of TCZK 699,810
include deposit bills with Ceskoslovenska obchodni banka, a. s. due
on 2 January 2019. As at 31 December 2017, short-term investments
of TCZK 199,997 include deposit bills with Ceskoslovenska obchodni
banka, a. s. which were repaid on 2 January 2018.

8. Deferrals

Prepaid expenses include in particular accrued expenses on rent of offices
and are expensed in the period to which they relate in terms of substance
and timing.

Accrued revenues include in particular the supplementation of a price
paid to cover costs related to the promotion of electricity, a fixed price
for the settlement, interest on bank deposits and other services and
are recognised in revenues in the period to which they relate in terms
of substance and timing.

9. Equity

The Company’s registered capital is formed by one share at the nominal value

of CZK 500 million. The registered share is fully subscribed and paid up.

In 2018 and 2017, changes in the individual components of equity were

kapitalu (v tis. K¢): as follows:
zUstatek zvyseni shizeni zUstatek zvys$eni shizeni zUstatek
k 31.12. 2016 increase decrease k 31.12.2017 increase decrease k31.12.2018
balance at balance at balance at
31/12/2016 31/12/2017 31/12/2018
pocet akcif 1 - - 1 - - 1
shares held
zakladni kapital 340000 160 000 - 500000 - - 500000
registered capital
rezervni fond 41 861 5328 - 47 189 - - 47 189
reserve fund
socialni fond 1369 1866 -1538 1697 - -1261 436
social fund
fond rozvoje 387381 87579 -160 000 314960 - -35756 279204

development fund

Spolecnost soustiedi volné finanéni prostfedky pro budouci investi¢ni
potreby ve fondu rozvoje. Socialni fond je urcen ke kryti naroku
zaméstnancl nad ramec zdkoniku prace.

The Company collects available financial means for future investment needs

in the development fund. The social fund is intended to cover the employees’

claims beyond the bounds of the Labour Code.
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Na zékladé rozhodnuti jediného akcionare v plsobnosti valné hromady
spolec¢nosti ze dne 15. Cervna 2018 a 21. ¢ervna 2017 bylo schvéleno
nasledujici rozdéleni zisku za roky 2017 a 2016 (v tis. K¢):

Based on the decision of the sole shareholder acting within the powers
of the Company’s general meeting held on 15 June 2018 and 21 June 2017,
the profit distribution for 2017 and 2016 was approved as follows:

ptidél/ Eerpanido— | transfer to/utilisation for —
rezervniho fondu | reserve fund 0
socialniho fondu | social fund 0
fondu rozvoje | development fund -35756
vyplaty tantiém | bonuses 0
vyplaty dividend | dividends 0

10. Rezervy

Zmeény na Uctech rezerv (v tis. K¢):

pfidéldo— | transferto—
rezervniho fondu | reserve fund 0
socidlniho fondu | social fund 0
fondu rozvoje | development fund -35756
vyplaty tantiém | bonuses 0
vyplaty dividend | dividends 0

10. Provisions

Changes in provisions (in TCZK):

rezerva na dan z pfijmu 0 0
income tax provision
ostatni rezervy 8137 98 066

other provisions

Ostatni rezervy jsou tvoreny na ndklady spojené se spravnimi fizenimi
a soudnimi spory a na odmény ¢lenl organ( spoleénosti.
11. Kratkodobé zavazky

K 31. prosinci 2018 a k 31. prosinci 2017 po |haté splatnosti Cinily
758 tis. K¢ a 758 tis. KC.

K 31. prosinci 2018 a k 31. prosinci 2017 vyse splatnych zavazkd
pojistného na socidlni a zdravotni zabezpeceni ¢inila 2 874 tis. K¢

a 2797 tis. KC.

Pfijaté zalohy predstavuji sloZzené finan¢ni zajisténi subjektl zuctovani
pro obchodovéni na trhu s elektfinou a plynem.

Jiné zédvazky predstavuji zejména zévazky vyplyvajici z podpory elektfiny
a provozni podpory tepla.

Dohadné ucty pasivni zahrnuji pfedevsim naklady na dosud
nevyuctovanou podporu podporovanych zdrojl energie vztahujici se

k béznému roku.

Zéavazky vici spfiznénym osobam (viz odstavec 18).
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-8137 98 066 57 756 -7 188

148 634

Other provisions are established for costs related to administrative
proceedings and legal disputes and for remuneration paid to the members
of the Company’s bodies.

11. Short-term Liabilities

As at 31 December 2018 and 31 December 2017, overdue short-term
liabilities amounted to TCZK 758 and TCZK 758, respectively.

As at 31 December 2018 and 31 December 2017, due social security and
health insurance liabilities totalled TCZK 2,874 and TCZK 2,797, respectively.

Advances received comprise the combined financial security from
the subjects of the settlement for trading on the electricity and gas markets.

Other liabilities primarily include liabilities arising from promotion
of electricity and operational promotion of heat.

Estimated payables include in particular expenses on the support
of promoted energy sources not settled yet, relating to the current year.

Payables to related parties (see note 18).



12. Zavazky k uvérovym institucim

Spole¢nost ma u bankovnich Gstavii (Komeréni banka, a.s., Ceska
sporitelna, a.s., UniCredit Bank Czech Republic and Slovakia, a.s.,

a Ceskoslovenska obchodni banka, a.s.) zfizen syndikovany
revolvingovy uvér do vyse 6 000 000 tis. K¢ a kontokorentni

uvér do vyse 1 000 000 tis. K¢, které slouzi k vyrovnani casového
nesouladu mezi pfijmy a vydaji na podporu podporovanych zdroj(
energie. K 31. prosinci 2018 byl ¢erpan uvér ve vysi 3 734 050 tis. K¢
se splatnosti v lednu 2019, k 31. prosinci 2017 byl ¢erpan Gvér ve vysi
1236 510 tis. K¢ se splatnosti v lednu 2018.

K 31. 12. 2018 byl ¢erpdan kontokorentni Gvér od Komercéni banky, a.s.,
v ¢astce 88 357 tis. K¢, k 31. 12. 2017 v ¢astce 89 104 tis. KE.

Naklady na uroky a poplatky vztahujici se k revolvingovému tGvéru

za roky 2018 a 2017 Cinily 44 590 tis. K¢ a 22 412 tis. K¢. Poplatky jsou
vykazany ve vykazu zisku a ztraty v ramci polozky Ostatnich finan¢nich
nékladd.

Smlouva o Uvéru obsahuje finan¢ni ukazatel o minimalni vysi
pohledavek k rozdilu Gvéru a financniho majetku, ktery musi spole¢nost
dodrzovat. K 31. prosinci 2018 a k 31. prosinci 2017 spolec¢nost tyto
podminky dodrZovala.

13. Casové rozliseni pasiv

Vydaje pfistich obdobi zahrnuji pfedevsim polozky souvisejici

s vyplatou podpory podporovanym zdrojim a na vyporadani odchylek
a kratkodobého trhu a jsou uctovény do nakladl obdobi, do kterého
vécné a Casoveé prislusi.

Polozky vydajt pfistich obdobi (v tis. K&):

12. Liabilities to Credit Institutions

The Company has been granted a syndicated revolving loan of up to

TCZK 6,000,000 and an overdraft facility of up to TCZK 1,000,000 by Komeréni
banka, a.s., Ceska spofitelna, a.s., UniCredit Bank Czech Republic and
Slovakia, a.s. and Ceskoslovenské obchodni banka, a.s. The loan is

used to offset the discrepancies in timing between income generated

from and expenses paid for the support of promoted energy sources.

As at 31 December 2018, the Company drew a loan of TCZK 3,734,050

that is due in January 2019. As at 31 December 2017, it drew a loan

of TCZK 1,236,510 that is due in January 2018.

As at 31 December 2018, the Company drew an overdraft facility from
Komeréni banka, a.s. totalling TCZK 88,357. As at 31 December 2017, it drew
an overdraft facility of TCZK 89,104.

Interest expense and fees relating to the revolving loan amounted
to TCZK 44,590 in 2018 and TCZK 22,412 in 2017. Fees are reported
in the income statement in other financial expenses.

The loan agreement includes a financial ratio of the minimum level

of receivables to the loan amount less financial assets which the Company
has to observe. As at 31 December 2018 and 31 December 2017

the Company was in compliance with these covenants.

13. Accruals

Accrued expenses include in particular items related to the disbursement
of the support for promoted energy sources and the settlement

of imbalances and the short-term market and are recognised in expense
in the year in which they were incurred.

Items of accrued expenses (in TCZK):

2018 2017
platby na kryti podpory podporovanych zdroji | payments to cover support of promoted energy sources 777 589 939 265
vyporadani odchylek a kratkodobého trhu | imbalances and short-term market settlement 20260 64919
ostatni sluzby | other services 45918 40 664
vydaje pfiStich obdobi | accrued expense 843767 1044 848
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14. Derivaty 14. Derivatives

Spole¢nost ma uzaviené smlouvy o derivatech. K 31. prosinci 2018 The Company has entered into derivative contracts. As at 31 December 2018,
spolecnost precenila derivaty na redlnou hodnotu a kladné, resp. the Company revalued the derivates at fair value. Positive, of if appropriate
zéporné realné hodnoty derivatl jsou vykazany v jinych pohledavkach, negative, derivative values are reported in other receivables, or if appropriate
resp. v jinych zévazcich. in other liabilities.
V nasledujici tabulce je uveden prehled nominalnich ¢astek a kladnych The table below summarizes nominal amounts and positive and negative
a zapornych redlnych hodnot otevienych derivatl uréenych fair values of derivatives held for trading as at 31 December 2018 and
k obchodovéni k 31. prosinci 2018 a k 31. prosinci 2017 (v tis. K¢): as at 31 December 2017 (in TCZK):
2018 2017
smluvni/ realna smluvni/ realna
nominalni hodnota nominalni hodnota
contractual/ fair value contractual/ fair value
nominal nominal
kladna zaporna kladna zaporna
positive negative positive negative

ménové kontrakty - - - - - -
foreign exchange contracts

forwardy na nakup EUR 29725 - -143 7120 - -35
forwards for EUR purchase
derivaty uréené k obchodovani celkem 29725 - -143 7120 - -35

total derivatives held for trading

Splatnost derivatd ve vysi 20 317 tis. K¢ (787 tis. EUR) je 2. ledna 2019, The due date of the derivatives of TCZK 20,317 (TEUR 787) is 2 January 2019

splatnost derivat( ve vysi 9 408 tis. K¢ (363 tis. EUR) je 3. ledna 2019. and the due date of the derivatives of TCZK 9,408 (TEUR 363) is 3 January 2019.
15. Dan z pfijmu 15. Income Tax

Stanoveni vySe splatné dané (v tis. K¢&): Tax expense calculation:

2018 2017

zisk pfed zdanénim | profit before tax -58 345 -43 815
rozdily mezi Gcetnimi a dariovymi odpisy | difference between accounting and tax depreciation 5699 -4 331
tvorba/zdctovani rezerv a opravnych polozek | establishment/release of provisions and adjustments 50568 82380
ostatni nedanové naklady | other non-tax expenses 2079 1485
zdanitelny pfijem | taxable income 1 35719
sazba dané z pfijmu | income tax rate 19% 19%
dan | tax 0 6786
Uprava dané minulych let | adjustment to income tax relating to previous years 53 -16
splatna dan | current tax 53 6770
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OdloZenou dan vycislila spole¢nost nasledovné (v tis. K¢):

The structure of deferred tax is as follows (in TCZK):

polozky odloZené dané 2018 2017

deferred tax items
odloZena odloZeny odloZena odloZeny

danova pohledavka danovy zavazek darnova pohledavka danovy zavazek

deferred deferred deferred deferred
tax asset tax liability tax asset tax liability

rozdil mezi Ucetni a darfiovou zistatkovou cenou 12 010 - 10927 -

dlouhodobého majetku

difference between the net book and tax value

of fixed assets

rezervy na soudni spory a na odmény statutdrnich 28241 - 18663 -

organd, opravné polozky k pohleddvkam

provisions for legal disputes and remuneration

provided to the statutory bodies’ members,

adjustments to receivables

odlozena daii | deferred tax 40 251 - 29560 -

16. Majetek a zavazky nevykazané
VvV rozvaze

Spolecnost poskytuje bankovni zaruku ve vysi 72 tis. EUR pronajimateli
kancelafskych prostor, v nichz sidli. Déle spolecnost poskytuje

na zakladé obchodniho vztahu na trhu s plynem bankovni zaruku
provozovateli pfepravni soustavy plynu spole¢nosti NET4GAS, s.r.0.,
jejiz vyse Cinila 267 000 tis. K¢ k 31. prosinci 2018 a 143 000 tis. K¢

k 31. prosinci 2017. Spole¢nost poskytuje bankovni zaruku

NETAGAS, s.r.0., vidy s platnosti na kalendarni ¢tvrtleti.

Bankovni zéruky poskytované subjekty ziétovani (subjekty Ucastnici

se trhu s elektfinou a plynem), kterymi jsou zajistovany zdvazky vaci
spolecnosti z titulu Ucasti na organizovaném kratkodobém obchodé

a z titulu vyporadani odchylek Cinily 5 797 620 tis. K¢ k 31. prosinci 2018
a 5157 620 tis. K¢ k 31. prosinci 2017.

Spolecnost je ucastnikem nékolika spravnich fizeni vedenych
Energetickym regulaénim Gfadem a nékolika soudnich sport tykajicich
se vyplaty podpory elektfiny z obnovitelnych zdroji energie a plateb
ceny na thradu nakladl spojenych s podporou elektfiny. Spole¢nost
predpoklada, ze v pripadé, kdy by spory prohrala, byly by pfipadné
vydaje uhrazeny z trzeb z plateb ceny na Ghradu nakladd spojenych

s podporou elektfiny a dotace ze statniho rozpoctu, pfipadné z ceny

za Cinnosti operatora trhu.

16. Contingencies and Commitments

The Company provides a bank guarantee of TEUR 72 to the lessor of office
premises where it has its registered office. It also provides a bank guarantee
to the gas transmission system operator, NETAGAS, s.r.0., amounting to

TCZK 267,000 as at 31 December 2018 (at 31 December 2017 — TCZK 143,000)
based on the business relationship on the gas market. The bank guarantee is

always provided on a quarterly basis.

Bank guarantees provided by the subjects of settlement (subjects
participating in the electricity and gas market) which secure payables
towards the Company arising from the participation in the organised short-
term trade and the settlement of imbalances amounted to TCZK 5,797,620
as at 31 December 2018 (at 31 December 2017 — TCZK 5,157,620).

The Company is a party in several administrative proceedings conducted

by the Energy Regulatory Office and in several legal disputes concerning

the disbursement of promotion of electricity from renewable energy sources
and payments of prices to cover costs related to the promotion of electricity.
The Company assumes that if it lost the actions, related expenses would

be paid from revenues from the price paid to cover costs associated with
the promotion of electricity and from the government subsidy and/or from

the price for the market operator’s activity.
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17. Osobni naklady

Rozpis osobnich nakladi (v tis. K¢):

17. Personnel Expenses

Structure of personnel expenses (in TCZK):

2018

2017

celkovy pocet
zaméstnancu
a ¢lent orgéant
total number
of employees

clenové fidicich

a kontrolnich organa
members

of management

and supervisory

celkovy pocet
zaméstnancu
a élent organt
total number
of employees

clenové fidicich

a kontrolnich organu
members

of management

and supervisory

and members of bodies and members of bodies
the Company’‘s bodies the Company’‘s bodies
primérny pocet zaméstnanct a ¢lenli organt 71 20 66 19
average number of employees and members
of the company’s bodies
mzdy a odmény | salaries and bonuses 58 626 27 413 54 237 24618
socialni zabezpeceni a zdravotni pojisténi 18436 7 824 18 445 7 055
social security and health insurance
socialni ndklady | social expenses 1719 353 1349 329
osobni naklady celkem 78781 35590 74 031 32002
total personnel expenses
Rozpis osobnich nakladd orgadn( spolecnosti (v tis. K¢): Structure of personnel expenses of the Company’s bodies (in TCZK):
2018 2017
osobni naklady celkem osobni naklady celkem
total personnel expenses total personnel expenses
fidici orgdny | management 30399 25989
kontrolni organy | supervisory bodies 5191 6013
fidici a kontrolni orgdny | management and supervisory bodies 35590 32002
18. Informace o spfiznénych osobach 18. Related Parties
Spolecnost bézné prodava zbozi a poskytuje sluzby spfiznénym The Company sells goods and provides services to parties related through
osobam, v nichz ma majetkovy podil akcionar spolecnosti stat the Company’s sole shareholder, the Czech Republic, as part of its regular
Ceska republika. V letech 2018 a 2017 dosahl tento objem prodeje business activities. In 2018 and 2017, the volume of sale amounted to
2 867 363 tis. K¢ a 1 748 240 tis. KC. TCZK 2,867,363 and TCZK 1,748,240, respectively.
Kratkodobé pohleddavky za spfiznénymi osobami k 31. prosinci (v tis. K&): Short-term receivables from related parties as at 31 December (in TCZK):
spfiznéna osoba 2018 2017 related party 2018 2017
CEPS, a.s. 25169 61339 CEPS, a.s. 25,169 61,339

Spolecnost nakupuje zboZi a vyuziva sluzeb spfiznénych osob v ramci
bézné obchodni ¢innosti podniku. V letech 2018 a 2017 Cinily nakupy
7 612 417 tis. K¢ a 5 447 036 tis. KE.
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The Company purchases goods from and utilises services of related parties

as part of its regular business activities. In 2018 and 2017, purchases
amounted to TCZK 7,612,417 and TCZK 5,447,036, respectively.



Kratkodobé zavazky, véetné finan¢niho zajisténi vici spfiznénym

osobam, k 31. prosinci (v tis. K¢&):

Short-term payables including financial security towards related parties
as at 31 December (in TCZK):

spfiznénd osoba 2018 2017 related party 2018 2017
CEPS, a.s. 102 122 78 862 CEPS, a.s. 102,122 78,862
LA r v - o r 3 Ly L3 .
19. Vyznamné polozky ziskl a ztrat 19. Significant Profit and Loss Items
Rozpis trzeb za prodej zboZi a vlastnich vyrobkd a sluzeb (v tis. K¢): Revenues from goods and own products and services (in TCZK):
2018 2017
domaci zahranicni domaci zahrani¢ni
domestic foreign domestic foreign
trzby z vyporadani odchylek a denniho trhu 28 838 657 8124279 25270913 4452 453
revenues from the imbalances and day ahead
spot market settlement
trzby za sluzby zGc¢tovani elektFiny a plynu 617 745 21998 641 686 24648
revenues from settlement of electricity and gas
trzby za sluzby Rejstfiku emisnich povolenek 8901 28 9002 27
revenues from services of the Emission
Trading Registry
vynosy celkem | total revenues 29465303 8146 305 25921 601 4477 128

Jiné provozni vynosy jsou tvofeny zejména cenou na Uhradu nakladd
spojenych s podporou elektfiny, slozkou ceny za distribuci elektfiny
spojenou s podporou decentralni vyroby elektfiny a dotaci z prostredkl
statniho rozpoctu na kryti nakladd na podporu elektfiny a provozni
podporu tepla.

Jiné provozni naklady predstavuji zejména thrady nakladu
na podporu elektfiny, provozni podporu tepla a podporu decentréini
vyroby elektfiny.

Pfehled vynosl a nakladi souvisejici s podporou podporovanych zdrojt

energie (v tis. K¢):

Other operating revenues comprise in particular the price paid to cover
costs for the promotion of electricity, the price component for electricity
distribution connected with support of decentralized electricity generation
and government subsidies to cover costs for the promotion of electricity and
operational promotion of heat.

Other operating expenses comprise in particular payments to cover
the promotion of electricity, operational promotion of heat and support

of decentralised electricity generation.

Revenues and expenses relating to the support of promoted energy sources
(in TCZK):

2018 2017
cena na Uhradu nakladd podpory | price paid to cover costs for promotion of electricity 20201684 21505672
cena na Uhradu podpory decentralni vyroby 0 0
price paid to cover support of decentralised electricity generation
dotace ze statniho rozpoétu | government subsidies 26 185 000 26 185 000
Casové rozliseni vynosu, dohadné vynosy, korekce | deferrals, estimated revenues, corrections -92 520 37 262
pohledavka (+) / zavazek (-) vl¢i statnimu rozpoctu | receivable from (+) / liability to (-) the state budget 77 988 -1947 470
vynosy na uhradu naklad podpory | revenues to cover costs for promotion of electricity 46 372 152 45780 464
podpora formou zeleného bonusu | green bonus incentives and compensations 29111608 29240 895
podpora formou povinného vykupu | support of obligatory electricity purchase 16 925 175 16 253777
cena za ¢innost povinné vykupujiciho | cost of obligatory purchaser’s activity 335369 285792
podpora decentralni vyroby elektfiny | support of decentralised electricity generation 0 0
naklady na vyplatu naklad podpory | total costs for the promotion of electricity 46 372 152 45780 464
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Polozka rozvahy ,Jiné pohledavky“ zahrnuje k 31. prosinci 2018

a 31. prosinci 2017 pohledavku z titulu splatky dotace ze statniho
rozpoctu na thradu naklad( spojenych s podporou elektfiny

ve vysi 6 546 250 tis. K¢ a 6 546 250 tis. K¢. Dale polozka rozvahy

,Jiné pohledavky“ zahrnuje k 31. prosinci 2018 pohledavku ve vysi

77 988 tis. K¢ z titulu nedostatku vynosl na pokryti nakladd na podporu
elekttiny za rok 2018.

Polozka rozvahy ,Stat-dafiové zavazky a dotace” zahrnuje

k 31. prosinci 2017 zévazek ve vysi 1 947 470 tis. K¢ z titulu vraceni
dotace do statniho rozpoctu, ktery vznikl z prebytku vynost nad
naklady na odporu elektfiny za rok 2017 a byl vyporadan v souladu
s podminkami ¢erpani dotace ze statniho rozpoctu.

Za roky 2018 a 2017 Cinily odmény statutarnimu auditorovi za povinny
audit 650 tis. K¢ a 650 tis. K¢ ro¢né.

20. Prehled o penéznich tocich
Prehled o penéznich tocich byl zpracovan nepfimou metodou.

Pro ucely sestaveni pfehledu o penéznich tocich jsou penézni
prostfedky a penézni ekvivalenty definovany tak, Ze zahrnuji penize
v pokladné, penize na cesté, penize na bankovnich Uétech a dalsi
finanéni aktiva, jejichZ ocenéni mlze byt spolehlivé urceno a ktera
mohou byt snadno pfeménéna v penézni prostredky. Zdstatek
penéznich prostiedkl a penéznich ekvivalentt je na konci Ucetniho
obdobi nasledujici:

The balance-sheet item “Other receivables” includes a receivable arising
from the instalment of the government subsidy paid to cover costs for

the promotion of electricity of TCZK 6,546,250 as at 31 December 2018

(as at 31 December 2017 — TCZK 6,546,250). It further includes a receivable
arising from insufficient revenues to cover the costs for promotion

of electricity for 2018 of TCZK 77,988 as at 31 December 2018.

As at 31 December 2017, the balance-sheet item “Tax liabilities and
subsidies” includes a liability of TCZK 1,947,470 (at 31 December 2016 —
TCZK 2,694,010) arising from the return of the subsidy to the government.
The liability comprises the surplus of revenues over costs for the promotion
of electricity for 2017.

In 2018 and 2017, fees paid to the statutory auditor for the statutory audit
amounted to TCZK 650 and TCZK 650, respectively.

20. Cash Flow Statement

The cash flow statement was prepared using the indirect method.

For the purposes of the cash flow statement, cash and cash equivalents are
defined to include cash in hand, cash in transit, cash at the bank and other
financial assets whose valuation can be reliably determined and that can be
readily converted to cash. Cash and cash equivalents as at the year end are
as follows:

zGstatek k 31. 12. | balance at 31/12

2018 2017
kratkodoby finan¢ni majetek | short-term investments 699 810 199997
penéini prostiedky | cash 3659 635 3584814
penéini prostfedky a penézni ekvivalenty | cash and cash equivalents 4359 445 3784811

Penézni toky z provoznich, investi¢nich nebo financnich ¢innosti se
uvadéji v prehledu o penéZnich tocich nekompenzované.
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21. Vyznamna nasledna udalost

Dne 1. bfezna 2019 spoleénost uzaviela smlouvu o zapUjéce
s Ministerstvem financi, ktera bude od dubna 2019 nahrazovat
syndikovany Gvér.

K datu sestaveni Ucetni zavérky nejsou vedeni spolecnosti, kromé vyse
uvedené udalosti, zndmy Zadné jiné vyznamné nasledné udalosti, které

by ovlivnily ucetni zavérku k 31. prosinci 2018.

Sestaveno dne: 27. 3. 2019

e

Ing. Ale$ Tomec
predseda predstavenstva
Chairman of the board of directors

) X
'
\
Ing. Michal lvanek
mistopredseda predstavenstva
Vice-chairman of the board of directors

21. Material Subsequent Event

On 1 March 2019, the Company concluded a loan agreement with
the Ministry of Finance. This loan will replace the syndicated loan effective
from April 2019.

Except for the above mentioned event, the Company’s management
is not aware of any events that have occurred since the balance sheet
date that would have any material impact on the financial statements

as at 31 December 2018.

Prepared on: 27 March 2019
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V roce 2018 se OTE ve spolupraci
s NEMO a PPS zapajil
do implementace projektu XBID.

~

OTE in cooperation with other NEMOs
and TSOs joined the XBID implementation
project in 2018.




ORGANIZACNI STRUKTURA
ORGANIZATIONAL STRUCTURE

Organizaéni schéma OTE, a.s., k 31. 12. 2018
Organizational Structure as at 31 December 2018

Dozorci rada
Supervisory Board

Vybor pro audit

Audit Committee

Predstavenstvo
Board of Directors

Kancelaf predstavenstva
Board of Directors Office

Usek Ekonomika
Economics section

Usek Obchod a Bilance
Market and Balance section

Usek Sluiby spole¢nosti
Company Services section

Ol Ze T [ Odbor Bilance elektfiny

a zaruk pavodu
Administration of Allowances
and GOs Department

Odbor Zakaznické sluzby
Customer Service Department

Odbor Sprava podporovanych
zdroju energie

Subsidized Energy Sources
Administration Department

Odbor Analyzy a predikce
Analysis and Predictions
Department

—— Electricity Balance

Department

Odbor Bilance plynu
Gas Balance Department

Odbor Obchod
Energy Markets Department

Odbor Rozvoj trhu

—— Market Development

Department

Odbor Rizeni IT
IT Management Department

Odbor Finance
Finance Department

Odbor Sprava majetku
a sluzby

Facility and Services
Department
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ZPRAVA O VZTAZICH MEZI PROPOJENYMI OSOBAMI

REPORT ON RELATED PARTIES

ZPRAVA O VZTAZICH

mezi ovladajici osobou a osobou
ovladanou a mezi oviadanou osobou

a osobami ovladanymi stejnou ovladajici
osobou za rok 2018

Zakon o obchodnich spole¢nostech a druzstvech (zakon o obchodnich
korporacich) ¢. 90/2012 Sb. (dale téz ,ZOK"“) v ustanoveni § 82 stanovi
povinnost pro statutarni organ ovladané osoby vypracovat pisemnou
zpravu o vztazich mezi ovladajici osobou a osobou ovladanou a mezi
ovlddanou osobou a osobami ovladanymi stejnou ovladajici osobou
za uplynulé ucetni obdobi.

Spole¢nost OTE, a.s., (dale jen OTE) byla zalo7ena statem Ceska
republika a podil statu na vlastnickych pravech ¢ini 100 %. Stat je tak
jedinym akcionafem a osobou ovladajici (dale téz ovladajici osoba)

a OTE je osobou ovlddanou. Vykonem akcionafskych prav je povéreno
Ministerstvo priimyslu a obchodu.

Spole¢nost OTE neni kapitalové propojena s Zadnou spole¢nosti
ovlddanou stejnou ovladajici osobou, neni spolec¢nikem téchto osob.

Struktura vztah dle § 82 odst. 2 pism. a) ZOK

Ovladajici osoba (v souladu s § 74 ZOK)

Ceska republika — Ministerstvo préimyslu a obchodu €R

nazev Ministerstvo pridmyslu a obchodu
sidlo Na Frantiku 32, Praha 1, PSC 110 00
1€ 47609109

Jedinym akcionarem a ovladajici osobou
spolecnosti OTE, a.s., ve smyslu § 74 ZOK je
stat Ceska republika. Vykon akcionarskych prav
Ceské republiky vykonava z povéreni statu
Ministerstvo primyslu a obchodu.

vztah k ovlddané osobé
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REPORT ON RELATIONS

between the controlling entity and

the controlled entity and between the controlled
entity and other entities controlled by the same
controlling entity for 2018

Section 82 of Act No. 90/2012 Coll., on Business Corporations and
Cooperatives (hereinafter the Business Corporations Act, BCA) sets

out an obligation for the statutory body of the controlled entity to
prepare a written Report on relations between the controlling entity and
the controlled entity and between the controlled entity and other entities
controlled by the same controlling entity for the past reporting period.

OTE, a.s. (hereinafter “OTE”) was founded by the government of the Czech
Republic, which holds 100% of ownership rights. The state is the sole
shareholder and the controlling entity (hereinafter the “Controlling Entity”),
whereas OTE is the controlled entity. The Ministry of Industry and Trade is
authorized to exercise shareholder’s rights.

OTE has no ownership relations with any other company controlled
by the same controlling entity nor is a shareholder thereof.

Structure of relations pursuant to Section 82, Subsection 2,
Letter a) of BCA

Controlling entity (pursuant to Section 74 of BCA)

Czech Republic — Ministry of Industry and Trade

Name Ministry of Industry and Trade

Registered office Na Frantisku 32, Prague 1, postal code 110 00

Business Registration No. (I€) 47609109

Relations with the controlled  The state of the Czech Republic is the sole

entity shareholder and the controlling entity of OTE, a.s.
pursuant to Section 74 of BCA. The Ministry
of Industry and Trade has been authorized
by the state to exercise the Czech Republic’s
shareholder’s rights.



Ovladana osoba (v souladu s § 74 ZOK)

Controlled entity (pursuant to Section 74 of BCA)

OTE, a.s. OTE, a.s.

nazev OTE, a.s. Name OTE, a.s.

sidlo Sokolovska 192/79, Praha 8, PSC 186 00 Registered office Sokolovskd 192/79, Prague 8, postal code 186 00
I€ 26463318 Business Registration No. (I€) 26463318

Osoby se smluvnim vztahem s OTE ovladané stejnou ovladajici
osobou (v souladu s § 82 ZOK)

Entities maintaining legal relations with OTE that are controlled by the same
controlling entity (pursuant to Section 82 of BCA)

CEPS, a.s. CEPS, a.s.

nazev CEPS, a.s. Name CEPS, a.s.

sidlo Elektrarenska 774/2, Praha 10, PSC 101 52 Registered office Elektrarenska 774/2, Prague 10, postal code 101 52
1€ 25702556 Business Registration No. (I€) 25702556

vztah k ovladané osobé Osoba ovladana stejnou ovladajici osobou se Relations with the controlled  Entity controlled by the same controlling entity

vzajemnymi smluvnimi vztahy

Organizacni schéma popisujici strukturu vztaht
dle § 82 ZOK

Ministerstvo primyslu
a obchodu

CEPS, a.s.

entity with mutual legal relations

Organizational chart depicting the structure of relations
pursuant to Section 82 of BCA

Ministry of Industry
and Trade

CEPS, a.s.
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Uloha ovlddané osoby dle § 82 odst. 2 pism. b)

ZOK, zplsob a prostiedky ovladani dle § 82

odst. 2 pism. c) ZOK

Ovladand osoba ma od svého vzniku dne 2. 7. 2001 jediného akcionére,
kterym je stat, tj. Ceska republika. Préva akcionéfe v ovladané osobé
jménem statu vykonava vlddou pisemné povéreny zaméstnanec
zakladajiciho ministerstva, kterym je Ministerstvo primyslu a obchodu.
K ovladani dochazi prostfednictvim rozhodovani jediného akcionare

v plsobnosti valné hromady ovladané spole¢nosti. Ovladana osoba ma
tficlenné predstavenstvo, které je voleno a odvolavano dozorci radou.
Clenové dozoréi rady spoleénosti jsou voleni rozhodnutim jediného
akciondre pfi vykonu pisobnosti valné hromady. Dozoréi rada ma Sest
¢lend. OTE je drzitelem licence na ¢innosti operatora trhu podle zakona
¢. 458/2000 Sb., o podminkach podnikani a o vykonu statni spravy

v energetickych odvétvich a o zméné nékterych zdkonl (energeticky
zdkon — EZ), a vykonava rovnéz Cinnosti, které ji jako drziteli licence

na ¢innosti operatora trhu pfislusi dle zakona ¢. 165/2012 Sb.,

o podporovanych zdrojich energie a 0 zméné nékterych zakon(,

a zdkona €. 383/2012 Sb., o podminkéach obchodovani s povolenkami
na emise sklenikovych plyn(.

Prehled jednani dle § 82 pism. d) ZOK

V Gcetnim obdobi od 1. 1. 2018 do 31. 12. 2018 nebyla u¢inéna
74dna jednani ve smyslu ust. § 82 odst. 2 pism. d) zakona
¢.90/2012 Sh., o obchodnich korporacich a druzstvech (zdkon
o obchodnich korporacich).

OTE je v béZzném obchodnim styku se spole¢nosti ovladanou

stejnou ovladajici osobou uvedenou nize v seznamu a ma s touto
spolecnosti uzavieny smlouvy, které vyplyvaji z energetického zakona
€. 458/2000 Sb. v platném znéni a souvisejicich pravnich predpis.

Smlouvy odpovidaji béznému obchodnimu styku a nebyly uzavieny
za jinych nez obvyklych podminek, Zadna z osob dle odstavce 1) § 82
zdkona o obchodnich korporacich nema zadné zvlastni vyhody, které
by vyplyvaly z tohoto spojeni. Jiné pravni tkony nebo jind opatreni

v zajmu téchto osob nebyly ucinény ani na jejich popud pfijaty nebo
uskutecnény ze strany OTE. Uvedené osoby neucinily Zzadné pravni
ukony ¢i opatreni, které by pfivodily OTE majetkovou ujmu ¢i vyhodu.

Pfehled smluvnich vztahi platnych pro Gcéetni obdobi
roku 2018 mezi osobou ovladanou a osobou ovladajici
dle § 82 odst. 2 pism. e) ZOK

Mezi osobou ovladanou a osobou ovladajici neexistovaly v roce 2018
Zadné zavazky ze smlouvy.

Pfehled smluvnich vztaht platnych pro Géetni obdobi
roku 2018 mezi osobami ovladanymi stejnou ovladajici
osobou dle § 82 odst. 2 pism. e) ZOK
CEPS, a.s.
e smlouva o zUctovéni odchylek ze dne 29. 3. 2003 a jeji dodatky;
e smlouva o provozovani vyrovnavaciho trhu s regulaéni energii

ze dne 22. 12. 2003;
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Role of the controlled entity pursuant to Section 82,
Subsection 2, Letter b) of BCA, method and means of control
pursuant to Section 82, Subsection 2, Letter c) of BCA

Since its inception on 2 July 2001, the Controlled entity has been controlled
by a sole shareholder, i.e. the state, Czech Republic. The shareholder’s rights
in the Controlled entity on behalf of the state are exercised by an employee
of the founding Ministry, i.e. the Ministry of Industry and Trade, based

on the government’s written authorization. Control is exercised through
decisions of the sole shareholder exercising the powers of the controlled
company’s General Meeting. The Controlled entity has a three-member

Board of Directors that is elected and recalled by the Supervisory Board.
Supervisory Board members are elected by a decision of the sole shareholder
exercising the powers of the General Meeting. The Supervisory Board has six
members. OTE holds a licence to conduct market operator activities pursuant
to Act No. 458/2000 Coll., on Business Conditions and Public Administration

in the Energy Sectors and on Amendments to Certain Acts (hereinafter

the “Energy Act”, “EA”), and also conducts activities assigned to it as a licenced
market operator pursuant to Act No. 165/2012 Coll., on Supported Energy
Sources and on Amendments to Certain Acts, and Act No. 383/2012 Coll.,

on the Terms of Greenhouse Gas Emission Allowance Trading.

Summary of actions pursuant to Section 82, Subsection 2
Letter d) of BCA

No actions were taken in the reporting period from 1 January 2018 to

31 December 2018 pursuant to the provision of Section 82, Subsection 2,
Letter d) of Act No. 90/2012 Coll., on Business Corporations and Cooperatives
(Business Corporations Act).

OTE executes transactions in the ordinary course of business with a company
controlled by the same controlling entity as listed below and has entered
into agreements with this company pursuant to the Energy Act No. 458/2000
Coll., as amended, and related legislation.

All agreements were entered into on an arm’s-length basis in the ordinary
course of business, whereby no special benefits arose for any of the related
parties from these relations, pursuant to Section 82(1) of the Business
Corporations Act. OTE took no other legal actions nor adopted any other
measures for the benefit or at the request of the related parties. The related
parties took no legal actions nor adopted any measures that would result

in detriment or benefit for OTE.

Overview of agreements between the controlled entity

and the controlling entity for 2018 pursuant to Section 82,
Subsection 2, Letter e) of BCA

No obligations arose from the agreements between the controlled entity and
the controlling entity in 2018.

Overview of agreements between entities controlled

by the same controlling entity for 2018 pursuant to Section
82, Subsection 2, Letter e) of BCA

CEPS, a.s.

e Agreement on settlement of imbalances of 29 March 2003 and its

amendments;



smlouva o pfedavani Udajd pro zac¢tovani odchylek ze dne 5. 1. 2004 .
a jeji dodatek;
smlouva o predavani tdajd o regulacni energii ze dne 5. 1. 2004 .
a jeji dodatek;

smlouva o vystavovani doklad(l ze dne 17. 4. 2009; o
smlouva o pfistupu na organizovany kratkodoby trh s elektfinou

ze dne 3. 10. 2010 a jeji dodatky; .
smlouva o vyporadani rozdilt plynoucich ze zuétovani naklada .

na odchylky a nakladd na regulacni energii ze dne 15. 12. 2015

nahradila ptvodni smlouvu ze dne 19. 12. 2006, véetné dodatk; .
smlouva o vzajemné spolupraci pfi organizovani preshrani¢niho

denniho trhu s elektfinou formou implicitnich aukci (bilateralni

smlouva) ze dne 10. 9. 2012 a jeji dodatek, jejimZ pfedmétem je
vyporadani vysledného preshrani¢niho prenosu elektfiny, ktery je o
vystupem z provozovani propojenych dennich trh( —4M Market

Coupling;

smlouva o 4M Market Coupling (multilaterdlni smlouva) ze dne

13.11. 2014 a jeji dodatek, jejimZz predmétem jsou spoluprace,

koordinace a vyména dat nutnd k provozu a rozvoji spole¢ného

feseni a postupli pro propojeni dennich trh s elektfinou v Ceské .
republice, Slovensku, Madarsku a Rumunsku. Jde o multilateraini

smlouvu mezi pfislusnymi organizatory trhu a provozovateli

prenosovych soustav;

smlouva pro navrh a implementacni fazi propojeni dennich trh(

stfedni a vychodni Evropy dle metody FB pro vypocet preshrani¢nich
kapacit ze dne 22. 6. 2016, jejimZz pfedmétem jsou Uprava prav .
a povinnosti mezi stranami projektu NWE-CEE FB MC a zdvazek
spolupracovat na vyvoji a implementaci procesu preshrani¢niho

prenosu elektfiny metodou FB pro vypocet preshranicnich

kapacit. Jedna se o multilaterdini smlouvu mezi organizatory trhu

a prenosovymi soustavami regionu CEE;

ramcova smlouva o zajisténi sluzeb projektové kancelare

ze dne 31. 5. 2017, jejimZ pfedmétem je popis sluzeb a povinnosti
projektové kancelare projektu CEE FB MC, které vykonava externi .
spolecnost. Jedna se o multilateralni smlouvu mezi organizatory

trhu a pfenosovymi soustavami regionu CEE na strané jedné

a projektovou kancelafi na strané druhé;

konzulta¢ni smlouva se spolecnosti E-bridge na poskytovani sluzeb
projektového fizeni, organizace a podpory pfi testovani v projektu

LIP 15. Smlouva byla spole¢nosti OTE podepsana dne 25. 10. 2018, .
avSak dosud nebyla vsemi smluvnimi stranami podepsana. Z téchto

divodl smlouva zatim nenabyla Uéinnosti. Jedna se o multilateraini
smlouvu mezi organizatory trhu a pfenosovymi soustavami;

smlouva o provozu Single Intraday Coupling ze dne 30. 5. 2018,

kterd predstavuje hlavni smlouvu pro provoz a dalsi rozvoj

jednotného vnitrodenniho trhu s elektfinou v EU, a to v rdmci .
projektu Cross-border IntraDay (XBID). Smluvni strany této smlouvy

tvori organizatofi trhu a pfenosové soustavy napfi¢ celou EU. Cilem
smlouvy je regulovat veskeré klicové aspekty spoluprace mezi

zapojenymi subjekty.

Agreement on operation of the balancing market with regulating energy
of 22 December 2003;

Agreement on submission of data for the settlement of imbalances

of 5 January 2004 and its amendment;

Agreement on submission of data on regulating energy of 5 January 2004
and its amendment;

Agreement on issuing documents of 17 April 2009;

Agreement on access to the organized short-term electricity market

of 3 October 2010 and its amendments;

Agreement on settlement of differences arising from

the settlement of costs of imbalances and costs of regulating

energy of 15 December 2015 replaced the previous agreement

of 19 December 2006, including amendments;

Agreement on mutual cooperation in the organization of the cross-border
electricity market through implicit auctions (Bilateral Agreement)

of 10 September 2012 and its amendment on the settlement

of the resulting cross-border electricity transmission, which is

the outcome of the operation of the integrated day-ahead markets —
4M Market Coupling;

Agreement on 4M Market Coupling (Multi-lateral Agreement)

of 13 November 2014 on cooperation, coordination and exchange of data
necessary to operate and develop joint solutions and procedures for
the integration of the day-ahead electricity markets in the Czech Republic,
Slovakia, Hungary and Romania. It is a multi-lateral agreement between
respective market operators and transmission system operators;
Agreement on the design and implementation phase of the Central and
Eastern Europe day-ahead flow-based coupling project of 22 June 2016.
The agreement sets out the rights and obligations among parties

to the NWE-CEE FB MC project and the commitment to collaborate

in the development and implementation of the cross-border electricity
transmission process, using the flow-based method for calculating
cross-border capacity. It is a multi-lateral agreement between market
operators and transmission systems in the CEE region;

Framework Agreement on the Project Management Office

of 31 May 2017. The agreement sets out the services and obligations

of the Project Management Office of the CEE FB MC project carried out
by an external company. It is a multi-lateral agreement between market
operators and transmission systems in the CEE region as one party and
the Project Management Offices as a counterparty;

Consultation agreement with E-bridge on the provision of project
management, organization and support services for LIP 15 testing.

The agreement, signed by OTE on 25 October 2018, has yet to be
signed by all parties, therefore it has not come into effect to date. It is

a multilateral agreement between market operators and transmission
system operators;

Single Intraday Coupling agreement of 30 May 2018 which is the master
agreement for the operation and further development of the single
European intraday electricity market under the Cross-border IntraDay
(XBID) project. The parties to this agreement are market operators and
transmission system operators across the EU. The agreement aims to
regulate all key aspects of collaboration between all involved entities.
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Vyse uvedené smlouvy neposkytuji OTE zadné zvlastni vyhody ani

nevyhody ve smyslu ust. § 82 odst. 4) zdkona o obchodnich korporacich.

Ceny Uctované v oblasti elektroenergetiky a plynadrenstvi jsou ceny
regulované Energetickym regula¢nim urfadem a v souladu s jeho
platnymi cenovymi rozhodnutimi.

OTE nema zadné smluvni vztahy s dalSimi osobami ovladanymi
Ministerstvem prdmyslu a obchodu zde neuvedenymi.

Zprava o vztazich byla vypracovana v souladu s ustanovenim § 82
zékona €. 90/2012 Sh., o obchodnich spole¢nostech a druzstvech (zakon
o obchodnich korporacich), v platném znéni, za posledni Gc¢etni obdobi,
tj. od 1. 1. do 31. 12. 2018. Tato zprava bude predloZena k pfezkoumani
dozorci radé spolecnosti a auditorovi, ktery provede ovéreni ucetni
zavérky a vyro¢ni zpravy ve smyslu zakona €. 563/1991 Sb., o G¢etnictvi.

Zpréva je soudasti vyrocni zpravy podle zdkona ¢. 563/1991 Sb.,

o Ucetnictvi, a bude zvefejnéna v zadkonné lh{té ulozenim do sbirky
listin, kterd je soucésti obchodniho rejstfiku vedeného Méstskym
soudem v Praze.

V Praze dne 27. 3. 2019

e

Ing. Ales Tomec
predseda predstavenstva
Chairperson of the Board of Directors

\‘

!

\

Ing. Michal Ivanek
mistopredseda predstavenstva
Vice Chairperson of the Board of Directors
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No special advantages or disadvantages arise for OTE from the foregoing
agreements pursuant to Section 82(4) of the Business Corporations Act.
Prices charged in the power and gas sectors are regulated by the Energy
Regulatory Office and in accordance with its applicable price notices.

OTE has no other contractual relations with other entities controlled
by the Ministry of Industry and Trade that are not listed herewith.

The Report on Related Parties was prepared pursuant to the provisions

of Section 82 of Act No. 90/2012 Coll., on Business Corporations and
Cooperatives (Business Corporations Act), as amended, for the past reporting
period, i.e. from 1 January to 31 December 2018. This Report will be
submitted for review to the Company’s Supervisory Board and to the auditor
that will perform an audit of the financial statements and the Annual Report
pursuant to Act No. 563/1991 Coll., on Accounting.

Under Act No. 563/1991 Coll., on Accounting, this Report is an integral
part of the Annual Report and shall be published within the statutory term
in the Collection of Documents, which is part of the Commercial Register
maintained by the Municipal Court in Prague.

Prague, 27" March 2019



REJSTRIK POJMU A ZKRATEK
TERMS AND ACRONYMS

zkratka vyznam abbreviation  description
4M MC Propojeni dennich trhi mezi Ceskou republikou, 4M MC Day-ahead markets coupling among the Czech Republic,
Slovenskem, Madarskem a Rumunskem Slovakia, Hungary and Romania
ACER Agentura pro spolupraci energetickych regulacnich ACER Agency for the Cooperation of Energy Regulators
and (A for the C ti fE Regulat
orgdnu (Agency for the Cooperation of Energy Regulators) AlB Association of Issuing Bodies
AIB Asociace vydavatelskych subjektt AS Ancill X
(Association of Issuing Bodies) nciflary services
CACM Nafizeni Komise (EU) &. 2015/1222, kterym se stanovi BCA Busm_ess Corporat|o_ns and Coopere_atlons Act No. 90/2012 Coll.
. , Y . Gy (hereinafter the Business Corporations Act)
ramcovy pokyn pro pfidélovani kapacity a fizeni pretizeni
CEER Rada evropskych energetickych reguldtort BRP :al:r;csn:?spc;ncs;l(;éeA;)arty/Part|es as defined
(The Council of European Energy Regulators) ! gy
CORE Region zahrnujici CEE a CWE, véetné hranic s Rumunskem CACM Commlsspn Regula.tlon (EV) 2015/1‘222 establishing a Guideline
on Capacity Allocation and Congestion Management
a Chorvatskem
CS OTE Centralni systém operatora trhu, CS OTE zahrnuje CDS CEER The Council of European Energy Regulators
i1SOTE CHP Combined heat and power
CWE Region stfedozapadni Evropy (Central West Europe) CORE Capacity calculation region including CEE and CWE and borders
EEPS Spolecnost CEPS, a.s. with Romania and Croatia
ENB Ceské narodni banka CS OTE Central System of the Market Operator; CS OTE is comprised
of CDS and IS OTE
¢r/cz Ceska republika
CWE Central West Europe
DS Distribuéni soustava . L . o
CEPS CEPS, a.s., electricity transmission system operator
DPH Dan z pfidané hodnot ©
zpn Y CNB Czech National Bank
DT Denni trh s elektfinou/plynem, ¢ast organizovaného . X
kratkodobého trhu s elektfinou/plynem CR/Cz Czech Republic
Dz Druhotné zdroje DM Day-ahead spot eAIeActr|C|ty/gas market, part of the organized
short-term electricity/gas market
EECS Evropské elektronické certifikacni schéma DS Distributi ¢
(European Electricity Certificate Scheme) stribution system
EK Evropska komise DSO Distribution system operator
, EA Energy Act, Act No. 458/2000 Coll., on Business Conditions and
EP Evropsky parlament . o -
Public Administration in the Energy Sectors and on Amendments
ERU Energeticky regula¢ni Gfad to Certain Acts, as amended
ES/ES CR Elektrizaéni soustava Ceské republiky EC European Commission
EU Evropska unie EECS European Electricity Certificate Scheme
EU ETS Evropské schéma pro emisni obchodovani EP European Parliament
(European Union Emission Trading Scheme) §
ERO Energy Regulatory Office
EUA Jednotka emisni povolenky obchodovatelna v ramci . i .
ES/ES CR Electric Power System/ Electric Power System
EU ETS (EU Allowance) K
of the Czech Republic
EZ Energeticky zakon, zékon ¢. 458/2000 Sb., o podminkach i
Lo . I . - EU European Union
podnikani a o vykonu statni spravy v energetickych
odvétvich a 0 zméné nékterych zdkond, ve znéni EU ETS European Union Emission Trading Scheme
ozdéjsich predpist
P ! precp EUA EU Allowance
EZP Evidence zaruk plivodu X .
EZP Registry of guarantees of origin
FB/FBA Flow based alokace — metoda alokace preshrani¢nich . .
. e . o FB/FBA Flow based allocation — method of cross-border capacity
kapacit respektujici fyzické rozloZeni tokd X X X R
allocation observing physical distribution of flows
FVE Fotovoltaicka elektrarna i i
GDPR General Data Protection Regulation (EU 2016/679)
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zkratka vyznam abbreviation  description
GDPR Obecné nafizeni na ochranu osobnich udaji M Regulation (EU) No. 1227/2011 of the EP and of the Council
(EU 2016/679) / General Data Protection Regulation on Wholesale Energy Market Integrity and Transparency
(EU 2016/679) ) .
ISMS Information Security Management System
ISMS Systém fizeni bezpecnosti informaci (Information Security . . i
ITL International Transaction Log recording numbers and
Management System — ISMS) )
movements of AAU, ERU, CER and RMU among national
ITL Centralni rejstfik (International Transaction Log) evidujici registries
eskeré pocty a pohyby jednotek AAU, ERU, CER a RMU ) )
v . ’p ’y 'p' ywyj' - . LNG Liquefied natural gas
mezi narodnimi rejstriky jednotlivych zemi
KVET Vysokou¢inna kombinovana vyroba elektfiny a tepla L Load profiles
LNG Stlageny zemni plyn MC Market Coupling on the principle of implicit allocation
of cross-border capacity
McC Propojovani trh(i (Market Coupling) na principu
. p- J . Y. V( PV P .gv) P P p MCO plan Market Coupling Operator plan for the joint implementation and
implicitniho pfidélovani preshranicnich kapacit . . . .
performance of functions of the entity that carries out matching
MCO plan Plan na spole¢né zavedeni a vykon funkci subjektu for market coupling
rovéadéjiciho sesouhlaseni pro propojeni trhli (Market
P X ! pro propoj ( MPO Ministry of Industry and Trade
Coupling Operator plan)
MPO Ministerstvo priimyslu a obchodu MRC Multl—ReglonaI Coupling, coupling of day-ahe:_g\d electricity
markets in the CWE, NWE, SWE and IBWT regions
MRC Multi-Regional Coupling — Propojeni dennich trha Mz Ministry of Agricult
s elektfinou regionti CWE, NWE, SWE, IBWT Inistry ot Agriculture
Mz Ministerstvo zemadalstvi mzp Ministry of the Environment
MEP Ministerstvo Zivotniho prostred NEMO Nominated electricity market operator
NEMO Nominovany organizator trhu s elektfinou OTE-COM OTE continuous markets, trading platform for short-term
markets
OPM Odbérné/preddvaci misto
/e PCR Price Coupling of Regions — solution for coupling of day-ahead
OTE-COM Zkratka pro obchodni platformu OTE electricity markets
OZE Obnovitelné zdroje energie PDT Point of delivery/transfer
PCR Price Coupling of Regions — feseni pro propojovani POZE Supported energy sources
dennich trhii s elektfino
: N fnou POZE Act Act No. 165/2012 Coll., on Supported Energy Sources
PDS Provozovatel distribucni soustavy )
PVP Photovoltaic power plant
POZE Podporované zdroje energie ) . o i
Registry Registry for Greenhouse Gas Emission Allowance Trading
PPS Provozovatel pfenosové soustavy (CEPS, a.s.) nebo
vozov pv V, ustavy ( ) REMIT Regulation (EU) No. 1227/2011 of the EP and of the Council
Provozovatel pfepravni soustavy (NET4GAS, s.r.0.) R
on Wholesale Energy Market Integrity and Transparency
PpS Podplrné sluzb
P P td RES Renewable energy sources
Rejstiik Rejsttik obchodovéni s povolenkami na emise
. . o Sec. S Secondary sources
sklenikovych plyn
REMIT Nafizeni EP a Rady (EU) &. 1227/2011 o integrité TSO Transmission system operator (CEPS, a.s. or NET4GAS, s.r.0.)
a transparentnosti VAT Value added tax
Sz Subjekt/subjekty zuétovéni dle vymezeni daného XBID Cross-border Intraday Coupling
energetickym zakonem (EZ)
TDD Typové diagramy dodavek
VDT Vnitrodenni trh s elektfinou/plynem — éast Other symbols and abbreviations are explained in the text above.
organizovaného kratkodobého trhu s elektfinou/plynem
XBID Preshranicni vnitrodenni propojeni

zakon o POZE
ZOK

(Cross-border Intraday)
Zakon €. 165/2012 Sb., o podporovanych zdrojich energie

Zakon o obchodnich spole¢nostech a druzstvech
¢.90/2012 (zékon o obchodnich korporacich)

Ostatni pojmy a zkratky jsou vysvétleny v textu.
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IDENTIFIKACNi A KONTAKTNIi UDAJE
IDENTIFICATION AND CONTACT INFORMATION

Obchodni firma (nazev)

Sidlo spolecnosti

Telefon
Fax
E-mail

www

Bankovni spojeni
I
DIC

Registrace

Zakladni kapital
Pravni fad

Pravni predpis

Pravni forma

Datum zaloZeni
ZaloZena na dobu neurcitou

Datum vzniku

OTE, a.s.

Sokolovska 192/79
186 00 Praha 8

+420 296 579 160
+420 296 579 180
ote@ote-cr.cz

http://www.ote-cr.cz
https://www.povolenky.cz

195582760247/0100

26463318

CZ26463318

Obchodni rejsttik vedeny Méstskym
soudem v Praze, oddil B, vlozka 7260
500 mil. K¢

Ceské republiky

Obchodni zédkonik ¢. 513/1991 Sb.

a zakon ¢. 219/2000 Sb., o majetku
Ceské republiky a jejim vystupovani
v pravnich vztazich

akciova spole¢nost

18. 4. 2001

2.7.2001

Company name

Registered office

Telephone
Fax
E-mail

www

Bank account No.
Business reg. No.
Tax ID No.
Registered at

Registered capital
Governed by legislation of

Regulations

Legal form

Date of founding
Founded for an indefinite
period

Date of incorporation

OTE, a.s.

Sokolovska 192/79
186 00 Prague 8

+420 296 579 160
+420 296 579 180
ote@ote-cr.cz

http://www.ote-cr.cz
https://www.povolenky.cz

195582760247/0100
26463318
CZ26463318

Commercial Register maintained
by the Prague Municipal Court,
Section B, File 7260

CZK 500 mil.ion
Czech Republic

Commercial Code No. 513/1991 Coll.

and Act No. 219/2000 Coll., on the Assets

of the Czech Republic and its Representation
in Legal Relations

Joint-stock company

18 April 2001

2 July 2001
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POZNAMKY
NOTES



®
MIX
Papir z odpo-

vé&dnych zdroju
Ew%cgg FSC® C137584

2019 OTE, a.s.

Poradenstvi, design a produkce | Consultancy, design and production: AdHackers s.r.o.




www.ote-cr.cz
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