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UVODNI SLOVO PREDSEDY PREDSTAVENSTVA
OPENING STATEMENTS OF THE CHAIRMAN
OF THE BOARD OF DIRECTORS

Véazeny akciondri, vazeni obchodni partneri,

jsem rad, ze i v letoSnim roce se s Vami praostrednictvim

této vyrocni zpravy mohu ohlédnout za rokem minulym.

Na nasledujicich strankach se budete moci seznamit nejen

s nasimi hospodarskymi vysledky, ale i s tim, co se ném

v minulém roce povedlo, ¢i nepovedlo. Velice si vazim toho,

ze diky profesionalité a vysokému nasazeni vsech nasich
zamestnancl prispivame k rozvoji trhd s elektfinou a plynem

a jsme pro Véas ve Vasem podnikani respektovanym partnerem.

NaSe spole¢nost, jakozto Energetickym regulacnim Ufadem
nominovany organizator trhu s elektfinou (NEMO) v Ceské
republice, plnila vSechny Ukoly a povinnosti vyplyvajici

z evropské legislativy a unijnich pravidel, coz vyrazne prispélo
ke stabilité celého energetického systému a do budoucna dale
zvysi mezinarodni prestiz nasi spole¢nosti.

V souladu s nafizenim EU REMIT ¢. 1227/2071 jsme Uspésné
nastartovali a nasledné rozvijime nase aktivity v ramci
provadéni reportingu obchodnich dat v&ech ucastnikd
kratkodobych trhl organizovanych OTE do celoevropské
databaze provozované mezinarodni agenturou ACER.

Dle z&kona ¢. 383/2012 Sb., o podminkach obchodovan(

s povolenkami na emise sklenikovych plynd, jsme vyluénym
narodnim spravcem rejstifku emisnich povolenek v Ceské
republice a aktivné plisobime v této oblastii na mezinarodnim
poli. Diky nasim aktivitdam v oblasti harmonizace ¢eskeé
legislativy s pfislusnymi evropskymi smérnicemi a téZ Upravou
nasich obchadnich podminek jsme byli asociaci vydavatelskych
subjektl Association of Issuing Bodies (AIB) znovu zafazeni
do mezinarodniho standardizovaného schématu European
Electricity Certificate Scheme (EECS). Je tak po téméf ro¢ni
pauze opétovné umoznén import zaruk plvaodu elektfiny

z obnovitelnych zdrojd z ostatnich ¢lenskych statl Evropské
unie, které jsou v této asociaci sdruzeny. Na zacatku

roku 2017 jsme také Uspésné dokoncili jednani s cilem umoznit
export zaruk plvodu a nyni tak ¢esti obchodnici mohou plné
participovat na vyhodach vyplyvajicich z tohoto systému.
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Dear Shareholder, Dear Business Partners,

| am pleased that in this Annual Report | can take a look back

at the past year with you. The following pages report not just on
our financial results, but also on the successes and shortcomings
of 2016. | greatly appreciate that due to the high professionalism
and dedication of all our employees we can contribute to the
development of the electricity and gas markets and have become
a respected partner in your business activities.

Our company, as the Nominated Electricity Market Operator (NEMO)
appointed by the Energy Regulatory Office in the Czech Republic,
has complied with all tasks and obligations stipulated by

EU legislation and EU regulations, which has significantly
contributed to the stability of the entire energy system and, in

the future, will further boost OTE's reputation across Europe.

Pursuant to EU Regulation No. 1227/2011 (REMIT), we have
successfully launched and developed our activities in reporting

of trade data of all market participants trading on OTE-operated
markets to the European database operated by the international
agency ACER. Pursuant to Act No. 383/2012 Coll,, on the Terms

of Greenhouse Gas Emission Allowance Trading, OTE is the sole
administrator of the Czech Emission Trading Registry and has
been active in this field both regionally and internationally. Thanks
to our efforts in the harmonization of Czech legislation with the
relevant European directives and also madification of our business
terms, the Association of Issuing Bodies (AIB) readmitted OTE

to the European Electricity Certificate Scheme (EECS). After

an almost year-long suspension, this move again allows for import
of guarantees of origin of electricity from renewable energy
sources from other EU Member States that are AIB members.

At the beginning of 2017 we also successfully finalized negotiations
with the objective of facilitating export of guarantees of origin and
therefore Czech entrepreneurs can now fully participate in the
benefits provided by the EECS.



Spolupracujeme na rozvoji jednotného evropského trhu

s elektrinou a plynem, podporujeme propojeni trhd za Ucelem
navyseni moznosti mezinarodniho obchodu, a to konkrétne
aktivni Gcasti v integraénich projektech. Jako priklad Ize zminit
pfipravovanou implementaci propojeni celoevropského denniho
trhu, propojeni evropského vnitrodenniho trhu na bazi reseni
XBID, aktualni propojeni dennich trhd s elektfinou diky Price
Coupling of Region, propojeni dennich trht s elektfinou mezi
Ceskou republikou, Slovenskem, Madarskem a Rumunskem

v systému 4M MC apod. Velmi Uzka je spoluprace predevsim

s Ministerstvem prémyslu a obchodu, Energetickym
reguladnim Uradem, spolesnosti CEPS, a.s., ale i se zahrani¢nimi
operatory trhl, energetickymi burzami a provozovateli
prenosovych soustav.

Velice dulezité je, ze v lonském roce doslo k vyraznému posileni
bezpecnosti a stability naseho informac¢niho systému. Nové
instalované rozvojové a zalozni prostredi CS OTE umoznilo
nejen zvyseni redundance IT systém(, ale i nezavislé testovani
a hlavne dalsi rozvoj celého systému, coz dokladé napf.
bezproblémova inovace obchodni platformy VDT-VT, o které
bude jesté zminka.

Operétor trhu do konce lorského roku Uspésné zrealizoval
vsechny potrebné zmény v centralnim informacnim systému
spole¢nosti, které byly vyvolany novelou energetického
zékona a zékona o podpaorovanych zdrojich energie a vsemi
souvisejicimi podzakonnymi normami. Byla pfijata nova pravidla
trhu s elektfinou a plynem, na kterych se nasi odbornici
aktivné podileli. Tato pravidla byla v minulém roce radné
implementovana a vSichni zékaznici a uzivatelé s nimi byl
seznameni.

V roce 2016 jsme diky nabizenému sirokému portfoliu nasich
sluzeb dosahli zvyseného zajmu zakaznikl o ndmi organizované
trhy, coz se projevilo nardstem poctu registrovanych
Ucastnikl trhu. Na kratkodobém trhu s elektfinou tak bylo
koncem roku 2016 registrovano vice nez 100 aktivnich
Ucastnikl a na kratkodobém trhu s plynem pres 90 aktivnich
Ucastnikl. | diky tomu objem obchodd s elektrinou, uzavienych
na nasem dennim spotovém trhu, v roce 2016 prekrocil

hranici 20 TWh a dosahl rekordni hodnoty ve vysi 2014 TWh.
Jednd se o zhruba tretinu tuzemské netto spotreby, ktera

se zabchodovala na ndmi organizovaném trhu. Zaroven doslo

k navyseni poctu registrovanych provozovateld lokalnich
distribu¢nich soustav 0 34 % v pripadé elektfiny, a dokonce

0 86% v pripade plynu.

We have collaborated in the creation of single European

electricity and gas markets and supported market coupling to
enhance international trade opportunities, specifically by active
participation in integration projects. As an example, | can mention
the forthcoming implementation of the integration of the European
day-ahead markets, the integration of the European intraday
markets based on the XBID solution, the current integration of
day-ahead electricity markets through the Price Coupling of Regions
project, coupling of day-ahead electricity markets between the
Czech Republic, Slovakia, Hungary and Romania through the 4M MC
system, etc. The Company has maintained very close cooperation
with the Ministry of Industry and Trade, the Energy Regulatory
Office, Czech Transmission System Operator, company CEPS, a.s,,
as well as foreign market operators, energy exchanges and TSOs.

Of major importance is significant strengthening of security

and stability of the OTE information system over the past year.
The newly installed CS OTE development and back-up environment
has increased IT system redundancy and enabled independent
testing and, most importantly, further expansion of the system, as
evidenced, for example, by the seamless innovation of the Intraday
trading platform that will be described in more detail later.

Before the end of last year, the Market Operator successfully
implemented all requisite changes in the Company's central
information system required by an amendment to the Energy Act
and the Act on Supported Energy Sources and related secondary
legislation. Our experts actively participated in the drafting of
new Electricity Market Rules and Gas Market Rules that were
subsequently endorsed. These rules were fully implemented last
year and all customers and users were notified accordingly.

Thanks to our broad portfolio of services provided, in 2016 we saw
increased customer demand for the trading platforms operated

by OTE, which was manifest in a growing number of market
participants who trade on these platforms. At the year-end, in
excess of 100 active participants were registered on the short-
term electricity market and more than 90 active participants were
registered on the short-term gas market. As a result, the volume of
electricity traded on the day-ahead spot market exceeded 20 TWh
and amounted to a record high of 20.14 TWh in 2016. This quantity
accounts for roughly one-third of domestic net consumption

of electricity that was traded on the OTE-operated market.

In addition, the number of registered local distribution system
operators also rose: by 34% in electricity distribution and by 86%
in gas distribution.

Uvodni slovo predsedy predstavenstva

Opening Statement of the Chairman of the Board of Directors



V minulém roce jsme inovovali obchodni platformu

pro vnitrodenni trh s elektfinou (VDT) a vyrovnavaci trh

s regula¢ni energif (VT), a tim jsme posilili bezpecnost

a flexibilitu systému a zajistili vyssi uzivatelsky komfort

pro uzivatele v ndvaznosti na dynamicky vyvoj evropskych
kratkodobych trhl. Nas obchodni systém, ktery je zaloZeny

na nejmoderngjsich komunikacnich a aplikacnich technologiich,
pfinesl zménu v zakladnich principech obchodovani, spocivajici
v prechodu na plné kontinuainf obchodovani, véetné
inovovaného grafického rozhrani a zavedeni novych moznosti
prace s nabidkami. Podafilo se ndm dosahnout vytyceného cile:
pro Ucastniky trhu zajistit intuitivnf prostredi, které umoznuje
pohotovou reakci na aktualni situaci na trhu. Zaroven je tato
platforma pripravena i na budoucf integraci vnitrodenniho trhu
s elektfinou.

Od roku 2010 je OTE organizatorem kratkodobého trhu s plynem
a rovnez zUctovatelem odchylek v plynarenstvi. Jednim

ze zakladnich principl trhu s plynem je udrzovani bilan¢nf
rovnovahy. Tento princip je zakotven v § 61 energetického
zékona, dle kterého je obchodnik s plynem, mimo jiné, povinen
,dodrZavat rovnovahu mezi mnozstvim plynu, ktery je mu

do plynarenské soustavy dodavan, a mnozstvim plynu, ktery se
z plynarenské soustavy odebird". Pokud se mu tuto rovnovahu
nepodafi dodrzet, vznikéd obchodnikovi odchylka, ktera patfi
mezi jeho hlavni zavazky, jez operator trhu vyporadava. Zasadni
vliv na zplsob vyporadani odchylky mélo prijeti narizeni Komise
(EU) ¢. 312/2014, kterym se stanovi kodex sité pro vyrovnavanf
plynu v piepravnich sitich (déle jen NC BAL). V podminkach

CR se novy mechanismus vyporadani odchylek implementoval
k1. 7. 2016 na zékladg vyhlagky ERU ¢&. 349/2015 Sb.,,

o Pravidlech trhu s plynem. V souladu s cili NC BAL jsou nové
nastavena pravidla pIné trzni a nevytvareji pro obchodniky
z&dné bariéry. Novy model NC BAL, ktery je koncipovan tak, aby
Castecnym vyuzitim akumulace prepravni soustavy nevznikly
obchodnikiim dodatecné néaklady na vyrovnavani jejich portfaolii,
se nam podatrilo implementovat bez vyznamnych komplikact.

0d 1. 1. 2013 mezi nade nejvyznamnejsi povinnosti patri
administrace vyplaty provozni podpory podporovanym zdrojdm
energie, at jiz zplisobem tzv. zeleného bonusu, nebo povinného
vykupu pro povinné vykupujici. V systému operatora trhu jsou
zaregistrovana vsechna predavaci mista vyroben elektfiny

pro zasilani vykaz( o vyrobé a dat z méreni. Tato podpora je
vyplacena na zakladé cenovych rozhodnuti Energetického
regulacniho Uradu a jsem rad, Ze po obdobi nejistot a obav

v souvislosti s procesem notifikace podpory Evropskou komisf
doslo ke stabilizaci a miZzeme se zamérit na dalsi Ukoly a vyzvy,
které nds v této oblasti ¢ekaj.
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Last year we innovated the trading platform for the intraday
electricity market (IM) and the balancing market with regulating
energy (BRM), which strengthened the system security and
flexibility and ensured enhanced user comfort in response to
the dynamic development of European spot markets. Our trading
system, based on the state-of-the-art communication and
application technologies, has undergone changes in fundamental
trading principles, consisting of transition to continuous

trading matching, including innovated graphic user interface

and introduction of new options regarding work with bids. We
accomplished the set targets: to offer market participants

an intuitive environment allowing a quick response to the current
market situation. Furthermore, the platform is ready for the
integration of the intraday electricity market.

Since 2010, OTE has operated the short-term gas market and
managed the settlement of imbalances in the gas sector. One of
the basic principles of the gas market is to maintain the system
balance. This principle is laid down in Section 61 of the Energy Act,
stipulating that gas traders are required, inter alia, to 'maintain
balance between the quantity of gas supplied to the gas system
and the quantity of gas taken from the gas system”. A trader

that fails to maintain balance creates an imbalance, constituting

a liability that is then settled by the Market Operator. The method
of settlement of imbalances has been significantly affected by
the implementation of Commission Regulation (EU) No. 312/2014
establishing a Network Code on Gas Balancing of Transmission
Networks (NC BAL). In the Czech Republic, the new mechanism
for settlement of imbalances came into effect as of 1 July 2016
pursuant to ERO Decree No. 349/2015 Coll, on the Gas Market
Rules. In accordance with the objectives of NC BAL, the new rules
are fully market-based and do not create any barriers to business.
The Market Operator has succeeded in implementing the NC BAL
model, designed to prevent traders from incurring additional costs
of balancing their portfolios through the partial use of the linepack
flexibility service in the transmission system, without major
complications.

Since 1 January 2013, one of our most important respaonsibilities
have included the administration of the disbursement of

operating aid for supported energy sources, either through the
green bonus or the feed-in-tariff. The Market Operator's system
registers all points of delivery of power-generating installations
for reporting production and metering data. The operating aid is
paid in accordance with price decisions of the Energy Regulatory
Office. | am glad that after a period of uncertainty and concerns
about the process of notification of operating aid by the European
Commission the situation has stabilized and we can focus on other
tasks and challenges ahead of us.



Z ddvodu zjisténi spokojenosti tc¢astnikl nami organizovanych

trhii a také vyrobcUl elektriny z obnovitelnych zdrojd byly

v minulém roce provedeny rozsahlé dotaznikové prazkumy

s cilem ziskat co nejvérnéjsi zpétnou vazbu vcetne pripominek

a ndmetl na zlepSeni a inovace. Na zaklade techto relevantnich
podnétd byla jiz vetsina zmén do systému zapracovana.

V souvislosti s prizkumy meé tési, ze vysledna symbolicka

,Skolnf znamka za dvé" je divodem k radosti, ale soucasné
i prostarem ke zlepSeni.

To vSe a mnoho dalSiho prispélo ke stabilité, prestizi

a finan¢nimu zdravi nasi spole¢nosti. Rad bych na tomto misté
uprimneé podékoval vEem partnerdim v jednanich, uzivatelim
trhd, obchodnikim, vyrobcdm energie a véem dalSim partnerdm
za efektivni spolupraci, vstricnost a pochopeni pfi hledani
optimalnich feseni a jesté jednou v&em nasim zaméstnancim
za nasazeni, ochotu a um, bez kterych bychom téchto Uspéch
nedosahli. Preji nam vSem stabilni legislativni prostredi, které

prispéje k rozvoji véech nasich aktivit v energetickem podnikani.

y

Ing. Ales Tomec
predseda predstavenstva
Chairman of the Board of Directors

In order to map out satisfaction of participants trading on
OTE-operated markets, as well as producers of electricity from
renewable energy sources, extensive questionnaire surveys were
conducted last year with the aim to obtain the most genuine
feedback, including comments and suggestions for improvement
and innovation. Based on the relevant response, the majority of
the proposed changes have already been implemented in the
system. In respect of the surveys, | am pleased that the final
symbolic "grade B" is satisfactory, but also provides motivation
for improvement.

The foregoing and other successes have contributed to the
stability, prestige and financial health of our company. | would like
to take this opportunity to sincerely thank all business partners,
market participants, traders, consumers, energy producers and

all other stakeholders for effective cooperation, helpfulness and
understanding in seeking optimal solutions. My thank you goes
once again to all our employees for their commitment, dedication
and skills; we would not have been able to achieve our goals
without them. I wish us all a stable legislative environment that will
contribute to growth of all our activities in energy business.

Uvodni slovo predsedy predstavenstva

Opening Statement of the Chairman of the Board of Directors



PROFIL SPOLECNOSTI
COMPANY PROFILE

Spole¢nost OTE byla zaloZena dne 18. 4. 2001 jako akciova
spolecnost, jejimz zakladatelem a jedinym akcionarem je stat
Ceské republika. Vykon akcionarskych prév provadf z povéreni
st4tu Ministerstvo pramyslu a obchodu (MPO). Pvodni
obchodni ndzev spolec¢nosti — Operator trhu s elektfinou, a.s. —
byl v roce 2009 zménen na OTE, a.s., a to v souvislosti s novou
Ulohou v oblasti plynarenstvi.

Zakladni kapital spalec¢nasti ¢ini 340 mil. K&.

0d roku 2002 plni OTE, a.s. (OTE, operator trhu),
nezastupitelnou roli v rdmci sektoru energetiky Ceské
republiky (CR), a to zejména pri zU&tovani a finandnim
vyporadani odchylek, tj. rozdild mezi sjednanym a skutecné
odebranym nebo vyrobenym mnozstvim elektriny Gcastnikd
trhu s elektfinou. Soucasne je organizatorem kratkodobého
trhu s elektfinou a ve spolupréci s provozovatelem prenosové
soustavy také vyrovnavaciho trhu s regulaéni energif.

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

V roce 2013 spole¢nost déle rozsitila pole své plsobnosti

0 oblast provozni podpory elektfiny z obnovitelnych zdrojd
(OZE), druhotnych zdrojd (DZ), vysokouginné kombinované
vyroby elekttiny a tepla (KVET) podle zékona ¢. 165/2012 Sb.,
o podparovanych zdrojich energie.

Hlavnim predmétem cinnosti spolec¢nosti, zakotvenym v § 20a
zékona €. 458/2000 Sb. - energeticky zékon (EZ) ve znéni
pozdéjsich predpisu, je zejména:

- vyhodnocovani, zi¢tovani a vyporadani odchylek mezi
sjednanymi a skute¢nymi dodavkami a odbéry elektfiny
nebo plynu,

- organizovani kratkodobého trhu s elektfinou a kratkodobého
trhu s plynem a ve spolupréci s provozovatelem
prenosové soustavy organizovani vyrovnavaciho trhu
s regulacni energii,

- zpracovavani mési¢ni a rocni zpravy o trhu s elektrinou
a mésieni a roéni zprévy o trhu s plynem v CR,

-+ zpracovavani zpravy o budouci ocekavané spotrebe elektriny
a plynu a o zplsobu zabezpeceni rovnovéahy mezi nabidkou
a poptavkou elektfiny a plynu,

Vyroéni zprava 2016
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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 340 million.

Since 2002, 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 sectaor,
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 Caoll,, 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:

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

+ organization of the short-term electricity market and the short-
term gas; organization of the balancing market with balancing
energy in cooperation with the transmission system operataor,
preparation of monthly and yearly reports on the electricity
market and monthly and yearly reports on the gas market in
the Czech Republic,

+ preparation of reports on anticipated electricity and gas
consumption and the method of ensuring balanced electricity
and gas supply and demand,

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



- zpracovavani padkladl pro nadvrh Pravidel trhu s elektfinou
a Pravidel trhu s plynem,

- zajistovani skute¢nych hodnot dodéavek a odbérd elekttiny
nebo plynu pro U¢astniky trhu,

- zajistovani zpracovani typovych diagramd dodavek
v soucinnosti s pravozovateli distribu¢nich soustav,

- zpracovani obchodnich podminek operétora trhu pro
elektroenergetiku a pro plynarenstvi,

- zUc¢tovani a vyporadani regula¢ni energie nebo
vyrovnavaciho plynu véetné zUc¢tovani pri stavech nouze,

- evidence vyroben elektfiny,

+ Uhrada zeleného bonusu na elektfinu z obnovitelnych zdrojd,
druhotnych zdrojl a vysokouc¢inné kombinované vyroby
elektriny a tepla, zeleného bonusu na teplo, na biometan,

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

- vydavani zaruk pavodu elektfiny z obnovitelnych zdroja.

K zajisténi ¢innosti operatora trhu provozuje spolecnost
informacni systém, jehoz prostfednictvim je realizovan
kratkodoby trh s elektfinou, kratkodoby trh s plynem

a vyhodnoceni a vyporadani odchylek subjektd zGctovant.

V souvislosti s rozvojem trhu s energiemi a nové vznikajicimi
pozadavky na fungovéani Centralniho systému operatora trhu
je jeho infrastruktura prabézné aktualizovana a doplfiovéana
o noveé funkce.

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

Od roku 2004, kdy se OTE stal dle zékona ¢. 695/2004 Sb.
spravcem rejstiiku obchodovani s povolenkami na emise
sklenfkovych plyn(, spoleénost zajistuje evidenci provozovateld
a jejich zarizeni, ktera majf vliv na emise, tj. zejména prideluje

a vyrazuje povolenky v souladu s narodnim aloka¢nim planem

a registruje jejich transakce. Od ¢ervna 2012 je tato evidence
zajistovana v jednotném Rejstiiku Evropské unie (EU). Zadkonem
¢. 383/2012 Sb., 0 podminkach obchodovéni s povolenkami

na emise sklenikovych plynd, byla OTE, a.s., od roku 2013 také
stanavena role drazitele povolenek.

Cinnosti vyplyvajici z Ulohy sprévce rejstitku obchodovani
s povolenkami na emise sklenikovych plynd jsou vykonavany
jako ¢innosti neregulované.

+ providing metered values of electricity or gas supply and
consumption for market participants,

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

- drafting the Market Operator's business terms for the power
and gas sectors,

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

+ registration of power-generating installations,

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

- 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,

- issuance of guarantees of origin of electricity from renewable
energy sources.

To ensure the Market Operator's activities, OTE operates

an information system through which it organizes the short-term
electricity market and the short-term gas market and carries out
evaluation and settlement of imbalances of balance responsible
parties. The Company continually updates its infrastructure and
adds 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 Czech Emission Trading Registry pursuant to

Act No. 695/2004 Coll, the Company has maintained records

of operators and their installations which have an impact

on emissions; specifically, OTE allocates and surrenders
allowances in accordance with the National Allocation Plan and
registers transactions. Since June 2012, the records have been
maintained in an integrated Union Registry. Since 2013 OTE has
performed the role of an allowance auctioneer as well, pursuant
to Act No. 383/2012 Coll., on the Terms of Greenhouse Gas Emission
Allowance Trading.

Operations arising from the tasks of the administrator of the Czech
Emission Trading Registry are not regulated.

Profil spole¢nosti
Company Profile



FINANCNI A PROVOZNI UKAZATELE

FINANCIAL AND OPERATING INDICATORS

tis. K€ « TCZK 2016 2015 2014 2013 2012
Aktiva netto (pasiva) celkem * Total net assets 11829 427 14 124 645 12 853 404 11919 661 3972 214
Dlouhodoby majetek (netto) « Fixed assets (net) 64 226 131262 155 078 186 802 175 143
Obézna aktiva (netto) - Current assets (net) 11525 471 12 860 870 12 272 025 11721244 3794 323
Ostatni aktiva (netto) - Other assets (net) 239730 1132 513 426 301 11615 2 748
Vlastni kapitdl « Equity 877184 779 515 697 484 632 873 540 931
z toho - of which:

Z&kladnf kapital + Registered capital 340 000 340 000 340 000 340 000 340 000
Cizi zdroje + Liabilities 9879 262 9 955 795 6125 780 7762 652 2 552 696
Ostatni pasiva « Other liabilities 1072 981 3389 335 6 030140 3524136 878 587
Vynosy celkem ¢ Total revenues 67 939 205 70 427 637 61842 792 59172 408 19 827 467
z toho - of which:

Trzby z prodeje sluzeb

Revenues from sale of services 810 501 698 530 685 379 707 012 614 523

Vynosy z odchylek a kratkodobého trhu

Revenues from imbalances and short-term market 23 542 435 25 417 725 20104 887 20083 919 18 954 382

Vynosy podpory OZE

Revenues from support of renewable energy sources 43 553 923 44127 625 40 947 134 38118 023 0
Naklady celkem bez dané z pfijma
Total expenses without income tax 67 807 270 70 288 484 61721712 59 027 968 19 723 862
z toho - of which:

Naklady z odchylek a kratkodobého trhu

Expenses from imbalances and short-term market 23538720 25 412 983 20 095 871 20081573 18 950 070

Néklady podpory OZE

Expenses from support of renewable energy sources 43528708 43 979755 40 947 134 38 118 023 0
Provozni néklady - Operating expenses 684 515 715 698 546 271 551132 520 945
z toho + of which:

Spotfeba materiélu, energif a sluzeb « Consumption

of materials, energies and services 199 578 192 126 190 617 212 610 186 451

Osobni naklady - Personnel expenses 69152 69739 64 377 63 345 50 380

Odpisy * Amortization/depreciation 15 701 99 143 89 797 75 968 67 065
Finan¢ni néklady - Financial expenses 55 327 180 048 132 436 277 240 252 847
Provozni vysledek hospodarent
Operating profit/loss 157 628 151550 151462 165 846 100 755
Vysledek hospodareni pred zdanénim
Profit/loss before taxes 131935 139163 121080 144 440 103 605
Vysledek hospodareni za Uc¢etni obdobf
Profit/loss for the year 106 573 112 007 97 869 16 8M 84 422
Vybrané finanéni ukazatele * Selected financial indicators
Bézn4 likvidita « Current liquidity N7 % 129 % 201 % 151 % 150 %
Rentabilita vlastniho kapitalu « Return on equity 12 % 14 % 14 % 18 % 16 %
Evidenc¢ni stav pracovnikd « Recorded headcount 56 55 55 56 39

Vyroéni zprava 2016
Annual Report 2016
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VYZNAMNE UDALOSTI ROKU 2016

KEY EVENTS IN 2016

POLSKA ENERGETICKA BURZA TGE A RUMUNSKA
ENERGETICKA BURZA OPCOM SE STALY NOVYMI
CLENY INICIATIVY PRICE COUPLING OF REGIONS
Polska energeticka burza TGE a rumunska energeticka burza
OPCOM se v lednu 2016 pripojily ke stévajicim burzém (EPEX
SPOT, GME, APX, Nord Pool Spot, OMIE a OTE) iniciativy Price
Coupling of Regions (PCR). Iniciativa PCR nyni umoznuje
propojeni dennich trhl s elektfinou ve vice nez 20 zemich,
které tvori pres 90 % evropské spotieby elektrické energie.
Pfipojeni novych partnert dale potvrzuje PCR jako zaklad

pro jednotny evropsky denni trh s elektfinou.

ZAVEDENI REZIMU PRENESENI DANOVE
POVINNOSTI NA DODANI ELEKTRINY A PLYNU
Dne 1. Unora 2016 nabylo G¢innosti nafizeni viady ¢. 11/2016,
které méni natizeni vlady ¢. 361/2014 Sb., o stanoveni dodanf
zbozi nebo poskytnuti sluzby pro pouziti rezimu prenesenti
danoveé povinnosti. Na zékladé tohoto nafizeni a v souladu

s ustanovenim § 92a zékona ¢. 235/2004 Sb., o dani z pfidané
hodnoty, aplikuje operator trhu na dodani elektfiny a plynu
obchodnikovi vymezenému v narizeni vliady rezim prenesenf
dariové pavinnosti.

V této souvislosti operator trhu zaved! jiz od 1. 1. 2016
zmeény ve zpUsobu fakturace odchylek, regulacni energie

a kratkodobého trhu s elektrinou a plynem. Hlavni zménou
je vystavovani danovych dokladl za odchylky a regula¢nf
energii zvlast za dodéani elektfiny pfi kladné cené a zvlast

za poskytnuti sluzby likvidace nadbytecné elektiiny pri cene
zaporné.

PREZENTACE OCEKAVANE DLOUHODOBE
ROVNOVAHY MEZI NABIDKOU A POPTAVKOU
ELEKTRINY A PLYNU

V pondéli 22. inora 2016 byly na ptidé MPQO zastupctim
ministerstva, Energetickému reguladnimu Uradu (ERU)

a zastupctm akciovych spole¢nosti CEPS a NET4GAS
prezentovany hlavni vystupy zpréavy o budouci ocekavane
spotrebé elektriny a plynu a o zplsobu zabezpeceni rovnovahy
mezi nabidkou a poptavkou elektriny a plynu.

Vyroéni zprava 2016
Annual Report 2016

POLISH ENERGY EXCHANGE TGE AND ROMANIAN
ENERGY EXCHANGE OPCOM JOIN THE PRICE
COUPLING OF REGIONS INITIATIVE

In January 2016, the Polish energy exchange TGE and the Romanian
energy exchange OPCQOM joined the energy exchanges (EPEX SPOT,
GME, APX, Nord Pool Spot, OMIE and OTE) within the Price Coupling
of Regions (PCR) initiative. The PCR currently allows for coupling

of day-ahead electricity markets in more than 20 countries that
together account for over 90% of Europe's electricity consumption.
The joining of new partners reaffirms the PCR as fundamental for
a single European day-ahead electricity market.

IMPLEMENTATION OF THE REVERSE CHARGE SYSTEM
FOR ELECTRICITY AND GAS SUPPLY

On 1 February 2016, Government Regulation No. 11/2016 came into
force, amending Government Regulation No. 361/2014 Coll, on
determination of delivery of goods or provision of services for the
purposes of the reverse charge system. Under this regulation and
pursuant to Section 92a of Act No. 235/2004 Coll., on Value Added
Tax, the Market Operator applies the reverse charge system for the
supply of electricity and gas to traders as defined in the Regulation.

In this context, as of 1 January 2016 the Market Operator has
introduced changes in the billing method concerning imbalances,
regulating energy and the electricity and gas short-term

markets. The major change consists in issuing tax documents for
imbalances and regulating energy separately for electricity supply
at positive prices and for the service of excess electricity disposal
at negative prices.

PRESENTATION OF THE EXPECTED LONG-TERM
BALANCE BETWEEN SUPPLY OF AND DEMAND

FOR ELECTRICITY AND GAS

On Monday, 22 February 2016, representatives of the Ministry of
Industry and Trade, the Energy Regulatory Office (ERQ) and joint
stock companies CEPS and NET4GAS 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.



VYBOR ,NEMO COMMITTEE" A SPOLECNE PLNENI
POVINNOSTi NOMINOVANYCH OPERATORU TRHU
S ELEKTRINOU (NEMO)

Dne 9. ¢ervna 2016 zalozily Evropskeé burzy organizujici
kratkodoby trh s elektrickou energii, které byly uréeny jako
NEMO dle natizeni Komise (EU) ¢. 2015/1222, kterym se stanovi
rémcovy pokyn pro pfidélovani kapacity a fizeni pretizeni
(nafizeni CACM), vybor NEMO Committee za Ucelem spoluprace
na plnéni povinnosti nadéle rozvijet a provozovat Evropsky
propojeny denni a vnitrodenni trh s elektfinou tak, jak je
pozadovano nafizenim CACM.

Dne 14. dubna 2016 vsech 19 NEMO z celé Evropy predlozilo
narodnim reguldtordm a agentufe ACER (agentura pro
spolupraci evropskych reguldtort) plén, ktery stanovuje
postup, jak spole¢né nastavit a vykonavat funkce Market
Coupling Operatora (MCQ Plan, MCO - propojovani trha
operdtora). MCO Plan stanovi pravidla pro Fizeni a spolupréci
mezi jednotlivymi NEMO a definuje vztah s tretimi stranami.
MCO Plan také popisuje prechod stévajicich iniciativ
propojenych dennich a vnitrodennich trh na jednotny
propojeny denni a vnitrodennf trh, ktery predstavuje milnik
evropského cilového modelu na elektfinu. Poté co NRA (National
Regulatory Authority) piedlozily pfipominky k MCO Planu

v fjnu 2016, vSichni NEMO zapracovali tyto pripominky

a predlozili doplnénou verzi 14. prosince 2016 jednotlivym
regulacnim organtm.

V souvislosti s naplfovéanim povinnosti plynoucich z narizeni
CACM pokracovala na podzim 2016 pfiprava ostatnich navrhd
metodologii a postupd, které jsou po NEMO v rémci CACM
pozadovany (jedna se o névrh algoritmu pro jednotny denni trh
a navrh algoritmu pro jednotny vnitrodenni trh véetné seznamu
pozadavkl na tyto algoritmy, navrh produktt zahrnutych

do propojeni dennich a vnitrodennich trhl, névrh zaloznich
postupl a ndvrh minimalnich a maximalnich cen).

THE “NEMO COMMITTEE" AND JOINT COMPLIANCE
WITH THE OBLIGATIONS OF NOMINATED ELECTRICITY
MARKET OPERATORS (NEMOS)

On 9 June 2016, the European exchanges organizing the short-term
electricity market, which have been appointed as NEMOs pursuant
to Commission Regulation (EU) No. 2015/1222 establishing

a guideline on Capacity Allocation and Congestion Management
(CACM), founded a NEMO Committee with the objective of
cooperation in compliance with obligations to develop and operate
European integrated day-ahead and intraday electricity markets,

as required in CACM.

On 14 April 2016, all 19 NEMOs from the EU submitted to national
regulators and the Agency for the Cooperation of European
Regulators (ACER) a plan for the joint implementation and
performance of the functions of Market Coupling Operator

(MCQ Plan). The MCO Plan lays down the rules for management
and cooperation between NEMOs and defines relations with third
parties. In addition, the MCO Plan describes the transition of the
current initiatives aimed at the integration of the day-ahead and
intraday markets to single day-ahead and intraday coupling, which
represents a milestone in the creation of the European target model
for electricity markets. After the National Regulatory Authority
(NRA) had submitted comments on the MCO Plan in October 2016,
all NEMOs have included the comments in their proposals and
resubmitted a redrafted version to national regulatory authorities
on 14 December 2016.

In line with compliance with the obligations set out in CACM,
drafting of proposals for other methodologies and procedures
required by CACM from NEMQOs continued in the autumn of

2016 (a proposal for algorithms for the single day-ahead and
intraday coupling, including a common set of requirements for

the development of these price coupling algorithms, a proposal
concerning products that were taken into account in the single
day-ahead and intraday coupling, a proposal for a back-up
methodology, and a proposal for harmonized maximum and minimum
clearing prices).

Vyznamné udalosti roku 2016

Key Events in 2016

"
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IMPLEMENTACE NC BAL V CR

Vyznamnou udélosti na trhu s plynem v roce 2016 byla
implementace nafizeni Komise (EU) ¢. 312/2014, kterym se
stanovi kodex sité pro vyrovnavani plynu v prepravnich sitich
(NC BAL). Operator trhu se aktivné G¢astnil konzultagnich
procesU Energetického regulac¢niho Uradu vztahujicich se

k implementaci i tvorbe prislusné legislativy souvisejici s timto
vyznamnym narizenim. K plynarenskému dni 1. 7. 2016 tak
doslo k zédsadni zméné modelu trhu s plynem, prvni takto
vyznamné zmeéne od roku 2010, kdy operator trhu zacal

na trhu s plynem vykonéavat svou ¢innost. Nové neni mozné
vyporadavat odchylky naturalné, obchodnici nicméné i nadale
mohou vyuzivat pfirozenou vlastnost plynarenské soustavy,
kterou je zména akumulace nemajici vliv na bezproblémove

a bezpecné provozovani plynarenské soustavy, nyni vsak

jiz nikoli pod ndzvem ,tolerance’, ale pod nazvem ,flexibilita
prostiednictvim akumulace”.

UPRAVY VNITRODENNIHO TRHU S ELEKTRINOU

A VYROVNAVACIHO TRHU S REGULACNI ENERGII
Ode dne dodavky 24. srpna 2016 inovoval operéator trhu
platformu pro obchodovani na vnitrodennim trhu s elektfinou

a vyrovnavacim trhu s regulac¢ni energii. Nové funguje systém
obchodovani na principu kontinualniho parovani nabidek. Vedle
zmény principu obchodovani doslo v pripadé vnitrodenniho trhu
s elektfinou také ke zméné mény obchodovani na euro. Hlavnim
ddvodem této vyrazné inovace byly technologicke limity
plvodniho systému, provozovaného od roku 2004, spolecné

s oc¢ekavanou integraci vnitrodenniho trhu s elektfinou tak,
aby odpovidaly novym potrebédm a pozadavkdm, které od nich
obchodnici ocekavaji, a byly spolehlivé a uzivatelsky privétivé.
Inovované platforma byla nazvéna OTE-COM (OTE — continuous
markets).

Dne 22.11. 2016 pak byla spusténa nova verze této

platformy pro vnitrodenni trh s elektrinou, ktera byla
rozsitena o uzivatelsky definované blokové nabidky. Samotné
obchodovani s téemito nabidkami bylo zahajeno ndsledujici den.

Vyroéni zprava 2016
Annual Report 2016

IMPLEMENTATION OF NC BAL

IN THE CZECH REPUBLIC

Animportant event on the gas market in 2016 was the
implementation of Commission Regulation (EU) No. 312/2014
establishing a Network Code on Gas Balancing of Transmission
Networks (NC BAL). The Market Operator actively participated in
the consultation processes of the Energy Regulatory Office related
to the implementation and drafting of relevant legislation governed
by this important regulation. As of the gas day 1 July 2016, the

gas market model has fundamentally changed, which was the first
such major change since 2010, when the Market Operator launched
operations on the gas market. According to new rules, imbalances
can no longer be "settled in kind', however, traders may make use
of the inherent capability of the gas system, which is linepack
change that has no impact on the smooth and secure operation of
the gas system. This capability has been renamed from "tolerance”
to "linepack flexibility",

CHANGES IN THE TRADING PLATFORM FOR INTRADAY
ELECTRICITY MARKET AND THE BALANCING MARKET
WITH REGULATING ENERGY

As of date of delivery 24 August 2016, the Market Operator has
innovated the platforms for trading on the intraday electricity
market and the balancing market with regulating energy.

The trading system has changed to continuous trading matching
and, at the same time, the trading currency has changed to EUR.
The key impetus for such significant innovations were technological
limits of the previous system operated since 2004, in conjunction
with the expected integration of the intraday electricity market.
The new trading mechanism has been implemented to meet
traders' new needs and requirements and to make trading on these
platforms reliable and user friendly. The innovated platform is
known as OTE-COM (OTE - continuous) markets.

On 22 November 2016, a new updated version of the platform
was launched for the intraday electricity market, which has been
extended to include user-defined block bids.



ZARAZENI OTE DO MEZINARODNIHO
STANDARDIZOVANEHO SCHEMATU ASOCIACE
VYDAVATELSKYCH SUBJEKTU

V souvislosti s pravidly vychazejicimi z mezinarodniho
standardizovaného schématu EECS a novou vyhlaskou

¢. 70/2016 Sb., o vyuctovani doddvek a souvisejicich sluzeb

v energetickych odvetvich, zahajil operator trhu od cervence
sestavovani Narodniho energetického mixu CR. Narodni mix
umozni dodavateli elektfiny stanovit parametry ve vyuctovani
dodavky elektriny tak, aby zékaznik ziskal srozumitelné

a transparentni informace a aby se Iépe orientoval ve vlastni
spotiebd elekttiny. Narodni energeticky mix CR predstavuje
souhrn podilt jednotlivych zdroji energie na celkové smesi
paliv v daném kalendarnim roce, a slouzi tak dodavateli
elektriny pro Ucely stanoveni podilt jednotlivych zdrojt energie
na jeho celkové smési paliv a uvedeni téchto podilt na dokladu
(dle vyhlasky o vyuctovani dodavek ¢. 70/2016 Sb.) pro tu
¢ast dodavky elektriny jeho zakaznikam, ktera nenf prokazana
uplatnénymi zarukami plvodu.

Sestavovani Narodniho energetického mixu bylo nezbytnou
podminkou pro umoznéni mezinarodnich prevodd zaruk pavodu.

OTE tak byl dne 30. 9. 2016 na zékladé rozhodnuti valné
hromady asociace vydavatelskych subjekt Association
of Issuing Bodies (AIB) s okamZitou platnosti opét zafazen
do mezinarodniho standardizovaného schématu European
Electricity Certificate Scheme (EECS) a od 21. 12. 2016

po vzajemnych testech Uspésne obnovil pfipojent

k mezinarodnimu komunikacnimu portalu AIB Hub.

Pripojeni ke kamunika¢nimu portalu AIB Hub umoznuje

import zaruk plivodu vydanych v téchto statech: Belgie,
Chorvatsko, Dansko, Estonsko, Finsko, Francie, Irsko, Island,
[talie, Kypr, Lucembursko, Nizozemsko, Norsko, Némecko,
Rakousko, Slovinsko, Spanélsko, Svédsko a Svycarsko (staty
sdruzené v této asociaci). Daldim krokem je umoznéni exportu
zéruk plvodu.

OTE'S ACCESSION TO THE EUROPEAN ELECTRICITY
CERTIFICATE SCHEME OF THE ASSOCIATION

OF ISSUING BODIES

In connection with regulations set out in the European Electricity
Certificate Scheme (EECS) and a new ERQ Decree No. 70/2016 Call.,
on the billing of supplies and related services in energy sectors, in
July 2016 the Market Operator began to create the National Energy
Mix of the Czech Republic. The national mix will allow electricity
suppliers to determine the specifics of billing electricity supply so
that customers can obtain clear and transparent information and
get better oriented in their own electricity consumption. The Czech
National Energy Mix is comprised of the sum of shares of specific
energy sources in the total mix of fuels in the calendar year and
thus serves electricity suppliers for the purposes of determining
the shares of individual energy sources in their mix of fuels and
documenting the shares (pursuant to Decree No. 70/2016 Coll,,

on the billing of supplies) for the part of the electricity supply to
customers which is not covered by applied guarantees of origin.

The creation of the National Energy Mix was a condition required for
international transfers of guarantees of origin.

As a result, on 30 September 2016 the Market Operator was
readmitted into the EECS with immediate effect, following

a decision of the General Meeting of the Association of Issuing
Bodies (AIB). On 21 December 2016, the Market Operator completed
mutual tests and successfully restored the connection to the
international communication website AIB Hub.

The restored connection to the AIB Hub communication website
enables import of guarantees of origin issued in the following
countries: Austria, Belgium, Croatia, Cyprus, Denmark, Estonia,
Finland, France, Germany, Iceland, Ireland, Italy, Luxembourg,
Netherlands, Norway, Slovenia, Spain, Sweden and Switzerland
(AIB member countries). The next step is facilitation of export of
guarantees of origin.

Vyznamné udalosti roku 2016

Key Events in 2016

13



14

PREVOD ODBERNYCH MIST DO REZIMU DPI

V pribéhu roku doslo k prevodu odbérnych mist dvou
dodavateld k dodavateli posledni instance. V fijnu to byla
odbérna mista elektiiny dodavatele Ceska energie, a.s.,

z ddvodu nezajisténi sluzby distribu¢ni soustavy a nasledného
zrusen( licence pro obchod s elektfinou a v distribu¢ni soustave
provozované CEZ Distribuce, a.s., to byla také odbérné mista
dodavatele ST Energy s.r.o. z dGvodu nezajisténi sluzby
distribu¢ni soustavy.

Ve stejném mésici doslo k prevodu k dodavateli posledni
instance také u odbérnych mist plynu dodavatele Ceska
energie, a.s., z divodu pozbyti moznosti dodavat plyn.

V zaveéru roku 2016 pak byla pozastavena moznost Ucastnit
se obchodovani s elektfinou a plynem spole¢nosti Eco Power
Energy s.r.o. jejiz odbérna mista byla nasledné prevedena

k dodavateli posledni instance na zacatku ledna 2017.

ATRAKTIVITA OBCHODOVANI NA KRATKODOBEM
TRHU OTE S ELEKTRINOU A PLYNEM ROSTLA

IV ROCE 2016

Objem obchodl s elektiinou, uzavienych na dennim spotovém
trhu OTE za rok 2018, prekrocil hranici 20 TWh a dosahl nového
rocniho maxima ve vysi 20,14 TWh. Jedna se o meziroc¢ni
narast ve vysi 0,9% oproti roku 2015, ve kterém Gcastnici
obchodovani uzavreli obchody v abjemu 19,97 TWh. Prdmérna
cena obchodl na dennim trhu s elektiinou (BL 2016) doséahla
v pribghu roku 2016 hodnoty 3115 EUR/MWh. Celkovy
zobchodovany objem obchod(l na dennim spotovém trhu v CR
v roce 2016 predstavoval cca 33% tuzemskeé netto spotreby.

Na vnitrodennim trhu s elektfinou bylo zobchodovano
5447 GWh elektfiny, coz predstavuje meziro¢ni narast o 1,0%
a noveé ro¢ni maximum.

Na blokavém trhu s elektfinou bylo zobchodovano 61,9 GWh
elektriny, ktery tim vzrostl o 54,9%, a predstavuje tak nejvyssi
objem obchodl od roku 2008, kdy se na tomto trhu zacalo
obchodovat.

Na vnitrodennim trhu s plynem bylo v pribéhu roku 2016
zobchodovano 2 088 GWh plynu, co? je nepatrné méné (6,3 %)
oproti roku 2015, ve kterém Uc¢astnici obchodovani uzavreli
obchody v objemu 2 228 GWh. Presto se jednéa o druhé
nejvyssi obchodované mnozstvi od zacatku obchodovani

na této obchodni platformeé v roce 2010.

Na kratkodobém trhu s elektfinou bylo k 31.12. 2016 celkem
105 aktivnich registrovanych Gc¢astnikd trhu, na kratkodobém
trhu s plynem jich bylo celkem 95.

Vyroéni zprava 2016
Annual Report 2016

TRANSFER OF POINTS OF DELIVERY TO LAST
RESORT SUPPLIER'S REGIME

During 2016, points of delivery of two electricity suppliers were
transferred to the supplier of last resort. In October, these
included points of delivery of Ceské energie, a.s., due to the failure
to ensure distribution system services and the subsequent
revocation of the licence for electricity trading, and also points of
delivery of ST Energy s.r.o. in the distribution system operated by
CEZ Distribuce, a.s., due to the failure to ensure the distribution
system services.

In the same month, points of delivery of gas supplier Cesk4
energie, a.s. were transferred to the supplier of last resort due to
the expiry of the licence for gas supply.

In late 2016, Eco Power Energy s.r.o. was suspended from electricity
and gas trading and its points of delivery were subsequently
transferred to the supplier of last resort in early January 2017.

TRADING ON OTE'S SHORT-TERM ELECTRICITY
AND GAS MARKETS GROWS INCREASINGLY
ATTRACTIVE IN 2016

The volume of electricity traded on OTE's day-ahead spot market
exceeded 20 TWh and reached a new annual high of 2014 TWh.
The year-on-year increase in trading on the day-ahead electricity
market accounted for 0.9% compared to 2015 when market
participants traded 19.97 TWh of electricity. The average price of
trades on OTE's day-ahead electricity market (BL 2016) was EUR
3115/MWh in 2016. The total volume of electricity traded on the
day-ahead spot market in the Czech Republic accounted for 33%
of domestic net consumption in 2016.

The volume of electricity traded on the intraday electricity
market in 2016 rose by 1.0% year-on-year to a new annual high
of 6544.7 GWh.

The volume of electricity traded on the block market amounted to
61.9 GWh, representing a 54.9% increase and the largest volume of
trades since 2008 when trading on this market was launched.

The intraday gas market saw a moderate decline of 6.3% year-on-
year to a total of 2,088 GWh of traded gas in 2016, compared to
2015 when market participants traded 2,228 GWh of gas. Still, it
was the second largest quantity of traded gas since the start of
trading on this platform in 2010.

As at 31 December 2016, 105 active market participants were
registered on the short-term electricity market, and 95 active
market participants were registered on the short-term gas market.



PRUZKUM SPOKOJENOSTI UZIVATELU

SYSTEMU OTE

V pribéhu roku 2016 OTE uskutecnil dva anonymni dotaznikové
prizkumy s cilem ziskat informace a naméty pro vylepseni
spole¢né komunikace mezi vybranymi ¢astniky trhu a OTE

a poskytovat legislativou vyZadované sluzby ze strany
operétora trhu.

Prvni dotaznikovy prizkum byl zaméren na vyrobce elektfiny
a tepla a druhy na Ucastniky trhu obchodujici na obchodnich
platforméach kratkodobého trhu s elektfinou a plynem.

Za dobu svého trvani systém operatora trhu prosel fadou zmeén
v reakci na zkuSenosti s jeho provozovanim a technologickym
vyvojem. V minulosti byly aplikovany zmeény, které souvisely
zejména s Upravou uzivatelského prostiedi, ziednodusenim
systému a implementaci novelizaci platnych zékona a vyhlasek
a povinnostmi s nimi spojenymi.

Byl ocenén aktivni pristup oslovenych U¢astnikd trhu

k dotaznikovému prazkumu. Prijaté naméty jsou detailneé
vyhodnocovény a v pripadé technické realizovatelnosti

a s ohledem na finan¢ni néro¢nost implementace jsou dale
predavany k postupné implementaci.

Vyporadané objemy denniho trhu s elektfinou
2012-2016 (GWh) (v¢. preshranicnich tokd z DT)
Settled volumes on the day-ahead electricity market
2012-2016 (GWh) (incl. cross-border flows on DM)
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SATISFACTION SURVEY CONDUCTED AMONG

OTE SYSTEM USERS

In 2016, OTE conducted two anonymous questionnaire surveys
to gather information and suggestions for improving mutual
communications between selected market participants and
OTE and to provide services stipulated by legislation for the
Market Operator.

The first survey focused on producers of electricity and heat and
the second survey centered on market participants active on the
trading platforms of the short-term electricity and gas markets.

The Market Operator's system has undergone a number of changes
since its inception in response to the experience gained during its
operations and technological developments. In the past, changes
were applied relating primarily to user interface modifications,
streamlining the system and implementation of amendments

to applicable laws and regulations, and obligations set out in
relevant legislation.

OTE appreciates the active approach of respondents to the survey.
The submitted suggestions have been carefully assessed and,

if technically and financially feasible, recommended for gradual
implementation.

Vyporadané objemy vnitrodenniho trhu s plynem
2012-2016 (GWh)

Settled volumes of intra-day gas market
2012-2016 (GWh)
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Vyznamné udalosti roku 2016
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Struktura registrovanych objemi elektfiny

v roce 2016 - prodeje (G\Wh)

Structure of registered electricity sales in 2016 (G\Wh)

Struktura registrovanych objem plynu

v roce 2016 - prodeje (GWh)
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Blokovy trh
Block market

Denni trh
Day-ahead market

Vnitrodenni trh
Intra-day market

Dvoustranné smlouvy
Bilateral contracts

Export
Export

Structure of registered gas sales in 2016 (G\Wh)
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231946

73105

26 986

Vnitrodenni trh
Intra-day market

Dvoustranné smlouvy
Bilateral contracts

Export
Export

Vtlaceni
Injection

Struktura vyplacené podpory elektriny a tepla

v roce 2016 (mil. K¢&)

Structure of support paid for electricity and heat

in 2016 (CZK million)
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40752

150

1933

188

Podpora OZE (zeleny bonus +
povinny vykup)
Support for RES (green bonus
+ feed-in-tariff)

Podpora druhotnych zdroj
Support for secondary
sources

Podpora vysokouginné
kombinované vyroby elektfiny
a tepla

Support for combined heat
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Podpora tepla
Support for heat

Struktura registrovanych objemu elektfiny

v roce 2016 - nakupy (GWh)

Structure of registered electricity purchases in 2016 (GWh)
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Structure of support paid for electricity from renewable

energy sources in 2016 (CZK million)
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OCEKAVANY VYVOJ, CILE A ZAMERY
PROJECTED DEVELOPMENTS, GOALS AND TARGETS

Rozvoj trhu s elektfinou a plynem, zajisténi transparentniho
prostfedi a pInénf legislativou uloZzenych povinnosti patfi (mimo
jiné) mezi hlavni priority spole¢nosti OTE. Energeticka legislativa
a evropskeé predpisy definuji smér, kterym se trh s elektfinou

a plynem bude vyvijet a ktery OTE musi s predstinem
odhadnout a v kone¢ném dUsledku i respektovat. OTE zaroven
kontinuélné sleduje vyvoj IT technologii, aby vsechny systémy,
které OTE provozuje, kontinualné spliiovaly potreby dynamicky
rostoucich trha s elekttinou a plynem.

Rozvoj technické infrastruktury provozované operdtorem

trhu a samotné spole¢nosti i nadéle zamérujeme predevsim

na nasledujici témata:

-+ implementace zmeén plynoucich z Upravy narodni legislativy
a sitovych kodexut,

- vytvoreni jednotného trhu s elektfinou,

- vytvorenf jednotného trhu s plynem,

- implementace inteligentniho méreni elektfiny a plynu.

ZMENY NARODNI LEGISLATIVY
A SiTOVYCH KODEXU

Z pohledu evropskeé 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).

+ Pro trh s elektfinou
- natizeni Komise (EU) 1222/2015 ze dne 24. ¢ervence 2015,
kterym se stanoviréamcovy pokyn pro pridélovani kapacity
a fizeni pretizeni (CACM);
— Kodex pro udrzovani vykonové rovnovahy elektriza¢nich
soustav (ECB).

» Protrh s plynem
- natizeni Komise (EU) 312/2014 ze dne 26. brezna 2014,
kterym se stanovi kodex sité pro vyrovnavani plynu
v prepravnich sitich (BAL);
- natizeni Komise (EU) 703/2015 ze dne 30. dubna 2015,
kterym se stanovi kadex site pro pravidla tykajici se
interoperability a predavani tdaju.

Vyroéni zprava 2016
Annual Report 2016

OTE's key priorities include, inter alia, growth of the electricity and
gas markets, ensuring transparency of the business environment
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
operated by the Company meet the requirements of dynamically
growing electricity and gas markets on a continuous basis.

The development of technical infrastructure operated by

the Market Operator and of the Company itself is focused on

the following areas:

+ implementation of changes ensuing from amended national
legislation and netwaork codes,

- creation of a single energy market,

-+ creation of a single gas market,
implementation of smart electricity and gas metering.

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, mainly.

For the electricity market

— Commission Regulation (EU) No. 1222/2015 of 24 July 2015
establishing a guideline on Capacity Allocation and Congestion
Management (CACM);

- Network code for electricity balancing (ECB).

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.



JEDNOTNY TRH S ELEKTRINOU

Propojeni narodnich trhd s elektrinou formou implicitni alokace
kapacit prispiva zejmeéna ke zlepSeni trznich podminek obchodu
s elektrinou v participujicich zemich, k pasileni likvidity a snizenf
volatility cen na organizavanych dennich trzich a v neposledni
radeé k efektivnimu vyuzivani kapacit preshrani¢nich vedeni.
Propojeni narodnich trhc Ceské republiky, Slovenska,

Madarska a Rumunska v roce 2014 (tzv. 4M MC) prokazujf
vyznam téchto projekt a snahou operatora trhu je hledat
dalsi moznosti rozsifovani, prioritné s cilem propojit 4M MC

s integrovanym regionem zépadni Evropy (MRC — Multi-Regional
Coupling), tvofenym zemémi od Portugalska po Skandinvii.

Za timto Ucelem jsou analyzovany rlzné varianty a moznosti
tohoto propojent.

Bohuzel se v posledni dobe ukazuje, Ze nejednotny postoj mezi
provozovateli prenosovych soustav v regionu stredovychadni
Evropy v oblastech rfeseni neplanovanych tokd, otazce trznich
z6n v Némecku a Rakousku a samotné metodice flow-based
alokacf prilis neprispiva k naplnéni cile vytvofrit jednotny
celoevropsky model trhu s elektfinou. Komplikuje se tim

pro OTE jeden ze strategickych cill rozvoje a vysledkem je
odkladani realnych krokd smeéfujicich k implementaci.

Rok 2016 a ocekavany vyvoj kratkodobého trhu s elektfinou
ukazuje vyznamny prinos strategického kroku spolecnosti
OTE spocivajiciho v pristoupeni k projektu Price Coupling

of Regions (PCR) a implementaci tohoto feeni do rutinniho
kazdodenniho provozu. Jiz nékalikétym rokem umoznuje toto
fedenf Usastnikiim trhu obchodovani na dennim trhu v Ceské
republice za stejnych podminek jako v zépadni Evropé. Jeho
vyznam ukazuje i skutec¢nost, ze ze strany tzv. Nominovanych
organizatort trh podle CACM je toto reseni respektovano jako
vychozi bad pro implementaci jednotného cilového evropského
feseni v ramci nastavenf a vykonavani funkce Market Coupling
operétora (tzv. MCO Plan). Toto fedeni zéroven zajistuje

v co nejvétsi mite kompatibilitu infrastruktury operéatora

trhu s infrastrukturou organizatord trhl v regionu MRC,

a do budoucna je tak i pfipravou na spolec¢nou integraci celého
regionu stfedovychodni Evropy do regionu MRC.

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 and
reduced price volatility on the organized day-ahead markets, as
well as effective use of cross-border lines capacity. The integration
of national markets of the Czech Republic, Slovakia, Hungary and
Romania in 2014 (4M MC) prove the importance of these projects,
whereas the Market Operator strives to seek ather 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.

Regrettably, it has recently become evident that inconsistent
approaches of transmission system operators in Eastern and
Central Europe, regarding issues such as dealing with unscheduled
flows, market zones in Germany and Austria and the methodology
of flow-based allocation, do not contribute to achieving the goal

of creating a single European electricity market model. This makes
meeting one of OTE's strategic development targets difficult,
resulting in delays in taking specific steps toward implementation.

The year 2016 and expected developments on the short-term
electricity market showed a significant benefit of OTE's strategic
move — accession to the Price Coupling of Regions (PCR) project
and the implementation of this solution into routine daily operations.
For several years now, this solution has allowed market participants
to trade on the day-ahead market in the Czech Republic under

the same conditions as in Western Europe. The importance of

PCR is further evidenced by the fact that, according to NEMOs
pursuant to CACM, this solution is viewed as a starting point for
the implementation of a uniform target solution in Europe within
the scope of the development and performance of the functions of
Market Coupling Operator (i.e. MCO Plan). In addition, this solution
also ensures to the fullest extent compatibility of the Market
Operator's infrastructure with infrastructure of market operators in
the MRC region. As such, it constitutes a preparatory stage for the
joint integration of Central and Eastern Europe into the MRC region
in the future.

Projected Developments, Goals and Targets

Ocekavany vyvoj, cile a zdméry

19



20

| s ohledem na vyznamny narlst intermitentnich zdrojd a jejich
penetrace v ramci jednotlivych elektrizacnich soustav nabyvé
vyznamného rozmeéru i téma dalsiho rozvoje vnitrodennich
trhd véetné jejich integrace do spolec¢ného evropského trhu.
Operétor trhu tak i s ohledem na definovany harmonogram
implementace jednotného evropskeho trhu pokracoval

v pripravach inovace operatorem trhu provozované platformy
vnitradenniho trhu s elektfinou. Vize o¢ekavané integrace
vnitrodenniho trhu s elektrinou spolu s technologickymi limity
plvodniho systému, provozovaného od roku 2004, uréovaly
smér dalsiho rozvoje. Inovované platformy byly uvedeny

do produkéniho provozu v srpnu 2016, po roce a pll od zadani
projektu. Prace na dal$im rozvoji vsak nekonci, a tak vedle
naslouchani ndmeétam jednotlivych Gc¢astnikd trhu sleduje
operétar trhu vyvoj diskusi tykajicich se implementace
jednotného evropskeho feseni tzv. Cross-Border Intraday
Market Project — XBID, ktery bude, podobné jako PCR projekt
pro integraci dennich trha s elektrinou, zadkladem pro integraci
vnitradennich trhd s elektfinou. Operator trhu aktivne hleda

a bude i nadéle hledat partnery pro moznou preshraniéni
spolupréci.

Na ¢innost operatora trhu z titulu jeho funkce bude mit
vyznamny dopad i dal$i ze sitovych kodex( — Kodex pro
udrzovani vykonové rovnovahy elektriza¢nich soustav. Tento
kodex bude vytvaret tlak na sjednocovani pravidel v oblasti
regulace elektrizac¢nich soustav véetné Uprav ve vypoctu

a zUc¢tovani odchylek. Cilem operatora trhu je aktivné
monitorovat vyvoj diskusi a tam, kde se to operatora trhu tyka,
i spolupracovat na tvorbé tohoto dllezitého dokumentu a jeho
uvadeni do provozu.

Vyroéni zprava 2016
Annual Report 2016

With regard to a significant increase in intermittent sources

and their penetration within specific electric power systems,
discussions about expansion of intraday markets, including their
integration into a single European market, have become increasingly
important. In view of the set timetable for the implementation

of a single European market, the Market Operator continued
preparations for the innovation of the intraday electricity market
platform it operates. A vision of the expected integration of

the intraday electricity market, together with the technological
limits of the previous system operated since 2004, determined
the direction of future developments. The innovated platforms
were put into production operation in August 2016, a year and

a half after launching the project. Work on further developments
is not finished as, in addition to considering market participants'
proposals, the Market Operator maonitors discussions pertaining to
the implementation of a single European solution known as Cross-
Border Intraday Market Project — XBID which, similarly to what the
PCR project means for the integration of day-ahead electricity
markets, will serve as a basis for the integration of intraday
electricity markets. The Market Operator is actively seeking and will
continue to seek partners for potential cross-border cooperation.

By virtue of its function, the Market Operator's activity will also

be significantly affected by another network code — the Code

for Electricity Balancing. This code will put pressure on the
harmonization of rules in the area of regulation of power networks,
including modifications of the calculation and settlement of
imbalances. The Market Operator's objective is to actively monitor
the trend in ongoing discussions and collaborate in the drafting of
this important document and its implementation where relevant for
its operations.



JEDNOTNY TRH S PLYNEM V EVROPE

Obchodovani na trhu s plynem v jednotlivych zemich Evropy mé
své specifika jak z pohledu pravidel obchodovani, tak z hlediska
bezpecnosti dodavek a provoznich podminek jednotlivych
soustav. Proto je i nadéle ze strany Evropské komise a skupiny
evropskych regulatord vyvijen velky tlak na harmonizaci radu
provozovatell prepravnich soustav, pravidel obchodovani

s plynem v jednotlivych zemich a na postupné propojovani
dil¢ich trhl napric clenskymi staty. Pro operatora trhu méla
velky vyznam implementace zmén pravidel ocbchodovani podle
kodexu sité pro vyrovnavani plynu v prepravnich sitich (NC
BAL) a podle kodexu sité pro pravidla tykajici se interoperability
a predavani Udajd. Dalsi dopady Ize ocekavat od pfipravovane
novely nafizeni 984/2013, kterym se zavadi kodex sité pro
mechanismy pridélovani kapacity v plynarenskych prepravnich
soustavach, a to zejména v oblasti registrace nominaci
prepravy. Tyto kodexy jsou soucésti souboru pravnich predpis(
(nafizeni EU), ktery vzniké s cilem vytvoreni jednotného trhu

s plynem. V podminkach Ceské republiky provozovatel prepravni
soustavy zajistuje tzv. fyzické vyrovnavani prepravni soustavy,
zatimco operétor trhu odpovidéa za tzv. obchodni vyrovnavani
prepravni soustavy.

Principy novych pravidel pro vyrovnavani odchylek v CR,
ukotvené ve vyhladce ¢. 349/2015 Sb., o Pravidlech

trhu s plynem, plnici pozadavky NC BAL, byly Uspésné
implementovany v ¢ervnu 2016. Pres nedavné spusténi téchto
funkcionalit operétor trhu i nadéle pracuje na dalsim rozvoji
téchto principl s cilem posilit tuzemsky trh s plynem. Zaslané
nameéty na rozvoj obchodovani na organizovanych trzich

od Ucastnikd trhu jsou peclivé vyhodnocovany a relevantni
nameéty jsou predavény energetickému regulacnimu Uradu

k diskusi a k pfipadneé implementaci do energetického prostredi.

Operatora trhu se tyka i kodex sité pro pravidla zaméreny

na interoperabilitu a predavani (dajd, ktery si klade za cil
harmonizovat technickou a provozni oblast a oblast sdélovani
informaci tak, aby nevznikly prekazky brénici integraci trhu

v EU. Odpovidajici mira harmonizace by méla prispét téz

k bezpecnosti dodavek a pfimérenému a bezpe¢nému pristupu
k informacim a k usnadnéni preshranicni prepravy plynu.

Harmonizace pravidel pro obchodovani s plynem je zakladnim
predpokladem pro integraci jednotlivych trhli se zemnim
plynem. DUsledky integrace budou mit vyznamny dopad

na ¢innosti operatora trhu, proto operator trhu bedlivé sleduje
vyVvoj v této oblasti a je pripraven diskutovat a aktivné se
padilet na kankrétnim rfeseni.

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 for balancing of transmission systems (NC BAL) and
the network code for interoperability and data exchange rules.
Other effects may be expected from an upcoming amendment to
Commission Regulation (EU) No. 984/2013 establishing a network
code on capacity allocation mechanisms in gas transmission
systems, in particular in the area of transmission nominations
registration. 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. After the recent launch
of the requisite functionalities, 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
market integration. The required level of harmaonization should also
contribute to security of supply and adequate and secure access
to information and facilitating cross-border gas transmission.

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 developments in this area and is prepared to discuss
and actively participate in specific solutions.

Projected Developments, Goals and Targets

Ocekavany vyvoj, cile a zdméry
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IMPLEMENTACE INTELIGENTNIHO MERENI
ELEKTRINY A PLYNU

Systémy inteligentniho méieni (smart metering) elektfiny

a plynu a systémy fizeni spotreby elektfiny jsou vyznamnym
prvkem budoucich inteligentnich siti. Predpokladana
implementace infrastruktury tohoto systému s sebou nese
kromé dopadl na jednotlivé provozovatele soustav téz radu
zmen a vyzev pro operatora trhu. V souc¢asnosti probihajf
diskuse jak nad koncepci rozvoje inteligentnich systéma

a prvk( v energetice CR, tak nad Sasovym plénem piipravy

a realizace navrhovanych krokd a opatreni ve vazbé na Statni
energetickou kancepci a projekt Néarodni akéni plan Smart
Grids (NAP SG) schvéleny Vlddou CR v gervnu 2015. NAP SG
predpoklédé postupné zavedeni inteligentnich siti a dalsich
opatreni rozvoje nezbytné infrastruktury pro zabezpeceni
spolehlivého a bezpecného provozu. Soucasti NAP SG je
uceleny névrh opatteni (tzv. akénich listt), kteréd zajisti ptipravu
a realizaci jednotlivych krokd k naplnéni téchto cild.

Spolu s implementaci inteligentniho méfeni elektriny a plynu
souvisi téz projekt registrace vSech odbérnych a pfedavacich
mist v systému operatora trhu. Spolu s tim je nezbytné

fesit problematiku zmeny stavajiciho zplsobu registrace

a evidence odbérnych a predavacich mist elektfiny a plynu, coz
v kone¢ném dUsledku nese organizacni, systémové a financni
dopady na operatora trhu. Zachovani transparentnosti

pri vymene dat mezi mistné prislusnym provozovatelem
distribu¢ni soustavy a jeho obchodnikem je pro operatora
trhu zcela zdsadnim aspektem podporujicim dalsi rozvoj trhu
s elektfinou a plynem.

Vyroéni zprava 2016
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IMPLEMENTATION OF ELECTRICITY AND GAS
SMART METERING

Smart metering of electricity and gas 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. 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 also related to the project for registration of all points
of delivery/transfer in the Market Operator's system. This requires
to address 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.
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HLAVNI OBLASTI CINNOSTI

OTE pUsobi na liberalizovaném trhu s elektfinou a plynem
v Ceské republice jako subjekt se zvl&&tnim postavenim
jiz patnact let a svou Ulohu Uspésné plini.

Hlavnim predmétem c¢innosti spolec¢nosti je zajisténi ukoll
stanovenych v § 20a zékona ¢. 458/2000 Sb., o podminkach
podnikani a o vykonu statni spravy v energetickych odvétvich
a o zméné nékterych zakonl (energeticky zékon) ve znéni
pozdéjsich predpisU, tj. zejména vyhodnoceni, zu¢tovani

a vyporadani odchylek mezi sjednanymi a skute¢nymi
dodavkami a odbéry elektfiny nebo plynu a déle organizovani
kratkodobého trhu s elektfinou a kratkodobého trhu s plynem.
0d 1. 1. 2013 patfi mezi tyto ¢innosti rovnéz vyplata podpory

podle zédkona ¢. 165/2012 Sb., o podporovanych zdrojich energie.

Z pohledu energetického zakona jsou tyto ¢innosti oznaceny
jako regulované.

Spoletnost déle v souladu se zdkonem ¢. 383/2012 Sb.,

o podminkach obchodovani s povalenkami na emise
sklenikovych plyn(, realizuje spravu verejné pristupného
rejstriku obchodovani s povolenkami na emise sklenikovych
plynt. Vedeni rejstfiku neni regulovanou ¢innosti ve smyslu
energetického zékona a je vykazovano oddélené od ¢innosti
regulovanych.

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 fifteen 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. As of 1January 2013, 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 publicly accessible 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.

Report of the Board of Directors
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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 komaditami vyvijel, byl systém operatora trhu
podle potfeb trhu rozvijen a doplhovéan o dalsi funkcionality
na podporu obchodnich aktivit G¢astnikd trhu.

Role OTE byla posilena v roce 2005, kdy byl zakonem

¢. 695/2004 Sb., o podminkéch obchodovani s povolenkami
na emise sklenikovych plynt, operdtor trhu povéren zfizenim
a spravou verejne pristupného rejstriku pro obchodovani

s povolenkami na emise sklenikavych plynd.

V roce 2010 zahajil operator trhu na zékladé novely
energetického zakona z roku 2008 vykon ¢innosti operatora
trhu v oblasti plynarenstvi. Tato zména meéla za nasledek

i zmeénu nédzvu spolec¢nosti z plvodniho Operétar trhu

s elektfinou, a.s., na novy nazev OTE, a.s. Slouc¢enim rolf
operétaora trhu s elektrinou a operatora trhu s plynem doslo
k otevreni cesty k postupné harmonizaci pravidel trhu

s elektfinou a plynem a k rozvoji multiutilitnich spolec¢nostt.

Na zakladé zékona ¢. 165/2012 Sb., o podporovanych zdrojich
energie, zajistuje od ledna 2013 operator trhu téz vyplatu
provozni podpory podporovanym zdrojim energie.

Operétor trhu tak po 15 letech svého provozu poskytuje
Ucastniklm trhu s elektfinou a plynem na jednom miste

a v jednom systému komplexni sluzby. Vyraznym pfinosem
slouceni ¢innosti operatora trhu pro elektroenergetiku

a plynarenstvi je moznost Uc¢astnikd trhu vyuzit jednu
spole¢nou platformu pro zadavéani dat dle svych nastavenych
prav a ¢innosti v ramci pridélenych licenci podle energetického
zékona. Operator trhu je garantem spolehlivého provozu trhu
s elektfinou a plynem diky stabilnimu systému zahrnujicimu
finanéni zajisténi ocbchodl s témito komoditami.

TRH S ELEKTRINOU

Informacni systém operatora trhu umoznuje zejména sbér

a poskytovani dat pro fakturaci distribuce elektriny, zuc¢tovani
odchylek mezi smluvnimi a skute¢nymi hodnotami dodévek

a odbért elektriny, administraci procesu zmény dodavatele

a podporu obchodnich platforem arganizovaného kratkodobého
trhu s elektfinou, konkrétne blokového trhu, denniho trhu,
vnitradenniho trhu s elektrinou a obchodni platformy
vyrovnavaciho trh s regula¢ni energi.

Vyroéni zprava 2016
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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 publicly accessible registry for trading allowances for greenhouse
gas emissions pursuant to Act No. 695/2004 Coll, on the Terms of
Greenhouse Gas Emission Allowance Trading.

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.

After 15 years of operation, the Market Operator provides electricity
and gas market participants with 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.



OTE déle zajistuje podplrné procesy uplatnénim typovych
diagram( dodéavek pro zic¢tovani dodavek zakaznikam, kterf

na svych odbérnych a predavacich mistech nemaji instalovano
pribéhoveé mereni. Pro urychleni komunikace a snizeni poc¢tu
chyb pri predédvani dat je Ucastniklm trhu umoznéno predavat
data prostfednictvim automatické komunikace.

PIné liberalizovaného trhu s elektfinou denné vyuzivaji
odberatele elektfiny, coz se projevuje v poctech uskutec¢nénych
zmeén dodavatele této komaodity. Do konce roku 2016 bylo
zaregistrovano v systéemu OTE na odbérnych a predavacich
mistech celkem 2 733 968 zmén dodavatele, coz potvrzuje
vyspélost trhu s elektfinou v CR a aktivitu obchodnikd

na tomto trhu.

S cilem zrychlit a zkvalitnit sluzby spolec¢nosti smerem

k Ucastnikam trhu je jiz od roku 2008 poskytovana moznost
elektronické fakturace vyporédani odchylek a kratkodobého
trhu s elekttinou a také elektronické fakturace mezi
distributory a obchodniky s elektFinou.

Zavedeni EUR jako mény obchodovani na dennim trhu

s elektfinou v roce 2009 bylo vyznamnym milnikem pro rozvagj
kratkodobeho obchodovani, a to zejména postupnou integraci
denniho trhu s elektfinou s okolnimi trhy v regionu. Zapojenf
operétora trhu do evropskych iniciativ (napt. projekt PCR)
umoznuje déle rozvijet tuto obchodni platformu s cilem
celoevropské integrace (propojeni) dennich trhd s elektfinou
na bazi cenového Market Coupling. Nezbytnymi kroky byla

i harmonizace obchodnich pravidel (napf. obchodovani

za zaporné ceny, rozsifeni portfolia obchodovatelnych
produkt() s pravidly ostatnich trhii v Evropé.

V soudasné dobé je dennf trh s elektfinou v CR propojen s trhy
Slovenska, Madarska a Rumunska (4M MC). V névaznosti

na ustanoveni operatora trhu tzv. Nominovanym organizatorem
trhu (NEMO) na zakladé rozhodnuti ERU z listopadu 2015
pracuje OTE na naplrovani vize jednotného evropského trhu

s elektfinou tak, jak je o¢ekavano v souladu s nafizenim
¢.1222/2015 ze dne 24. Gervence 2015, kterym se stanovi
rémcovy pokyn pro pridélovani kapacity a fizeni pretizeni
(CACM). Za timto Gcelem spolupracoval operétor trhu

s ostatnimi NEMO na vytvoreni ,MCO planu", ktery byl

v féddnych terminech predlozen energetickym regula¢nim
Uradtm ke schvaleni. Prace na naplnéni povinnostf

plynoucich z natizeni CACM pokracovaly dale v roce 2016
pfipravou ostatnich navrh metodologii a postupd, které

jsou po NEMO v rémci CACM pozadovany (jednd se o ndvrh

" Tento MCO (Market Coupling Operator) plan (spoluprace mezi NEMQOs, vyvoj
a sprava algoritmu pro DAM a ID, zpracovani vysledk() bylo nutné dle CACM ¢l. 3,
odst. 7 predlozit ndrodnim regulacnim organtim ve Ihité osmi mésict od vstupu
CACM v platnost, tj. 14. 4. 2016

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 and reduce the occurrence

of errors in data transfers, 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 2,733,968 changes of
supplier at points of delivery/transfer was registered in the OTE
system at the year-end, which testifies to the maturity of the
electricity market in the CR and traders' activity on this market.

Electronic billing of the settlement of imbalances and the short-term
electricity market and electronic billing between distributors and
electricity traders has been an option since 2008 with the aim to
streamline and improve the Company's services provided for market
participants.

The introduction EUR as the trading currency on the day-
ahead electricity market in 2009 was an important milestone
in the expansion of short-term trading, primarily through the
gradual integration of the day-ahead electricity market with
the neighbouring markets in the region. The Market Operator's
engagement in European initiatives (such as the PCR project)
facilitates further development of this trading platform with
the objective of Europe-wide integration (coupling) of day-ahead
electricity markets on the basis of price Market Coupling. Other
required steps comprised 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. 1222/2015 of 24 July 2015 laying
down framework guidelines for capacity allocation and congestion
management (CACM). To this end, the Market Operator has
collaborated with other NEMOs to draft an "MCO Plan" that would
be submitted to national energy regulators for approval within
the set timeframes. Work on compliance with the CACM-related
obligations continued in 2016 by drafting other methodologies and
processes stipulated for NEMOs in CACM (a proposal for a single
day-ahead market algorithm and a proposal for a single intraday

Pursuant to Article 3(7) of CACM, the MCO (Market Coupling Operator) Plan
(cooperation between NEMOs, development and administration of algorithms for DAM
and ID, processing of results) had to be submitted to national regulatory authorities
within eight months of entering into force of CACM, i.e. by 14 April 2016
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algoritmu pro jednotny denni trh a navrh algoritmu pro
jednotny vnitrodenni trh véetné seznamu pozadavkl na tyto
algoritmy, navrh produktd zahrnutych do propojeni dennich
a vnitrodennich trhd, navrh zaloznich postupd a névrh
minimalnich a maximélnich cen).

Pokrac¢ovani v nastaveném trendu prinaset nova reseni
Ucastniklim trhu a snaha o pripravenost operétora trhu

na budouci integraci se projevila i v implementaci inovovaného
technického feseni pro vnitrodenni trh s elektfinou

a vyrovnavaci trh s regulac¢ni energii. V ramci této zmeény doslo
k zavedeni EUR jako mény obchadovani na vnitrodennim trhu

s elektfinou a kontinualniho obchodovani a novych funkcionalit,
které prinaseji dalsi komfort obchodovani a zvysuji Uspésnost
obchodovant.

Dlveéra Ucastnikd trhu v obchadni platformy provozované
operatorem trhu a spolehlivost jejich provozu se projevuje

i v nartstu likvidity obchodované elektiiny na téchto
platforméach. Objem obchod s elektrinou, uzavienych

na dennim spotovém trhu OTE za rok 2016, prekrocil hranici
20 TWh a dosahl nového roéniho maxima ve vysi 20,14 TWh
(nértist 0 0,9% oproti roku 2015). Na vnitrodennim trhu

s elektrinou bylo zobchodovano 544,7 GWh elektriny, coz
predstavuje mezirocni nartst o 1,0 % a nové rocni maximum.
Na blokavém trhu s elektfinou bylo zobchodovano 61,9 GWh
elektfiny, coz predstavuje nové rocni maximum a mezira¢ni
narlst o 54,9%, ktery je nejvys§si od roku 2008, kdy se

na tomto trhu zacalo obchodovat. Celkové se tedy v roce
2016 zobchodovala na kratkodobych trzich s elektfinou
organizovanych operatorem trhu priblizné tretina tuzemskeé
netto spotreby elektriny. Nejen obchodované objemy, ale

i vysledky prlzkumu provedeného mezi U¢astniky trhu

na podzim roku 2016 prokazaly vysokou spokojenost

s poskytovanymi sluzbami a spolu s naméty na dalsi rozvoj
predstavuji pro operatora trhu zdvazek sluzby déle rozvijet.

Dalsi pokracovani integrace denniho trhu s elektfinou

bude silné ovlivnéno rozhodnutim agentury pro spolupréci
regulacnich organt ze dne 17. 11. 2016 tykajici se definice
regionu, které by mély koordinovat vypocet preshrani¢nich
kapacit (Capacity Calculation Region) v souladu s nafizenim
1222/2015 CACM. Timto Rozhodnutim byl potvrzen névrh
provozovatell prenosovych soustav na vytvoreni jednotného
regionu CORE (zahrnujiciho regiony CEE a CWE v¢etné hranic
s Rumunskem a Chorvatskem) a rozdéleni Rakousko-Némecké
obchodni zény. Toto rozhodnuti bude mit zasadni dopad

na zménu struktury projektu propojeni regionu stfedovychodni
Evropy s regionem zapadni Evropy na principu flow-based
alokace (NWE(MRC)-CEE FB MC) a dal&i moZné potencialni
integracni projekty.
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market algorithm, including a common set of requirements for the
development of these algorithms, a proposal concerning products
that were taken into account in the single day-ahead and intraday
coupling, a proposal for a back-up methodology and a proposal for
harmonized maximum and minimum clearing prices).

Continuing the trend of bringing new solutions to market
participants and the Market Operator's efforts to prepare for the
future integration has been manifest in the implementation of

an innovative technical solution for the intraday electricity market
and the balancing market with regulating energy. These changes
included the introduction of the euro as the trading currency on the
intraday electricity market, as well as continuous trading matching
and new functionalities that enhance the comfort of traders and
increase the success rate of trades.

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. The volume of electricity trades executed on OTE's
day-ahead spot market in 2016 exceeded 20 TWh and reached

a new annual high of 2014 TWh (an increase of 0.9% compared to
2015). The volume of electricity traded on the intraday electricity
market amounted to 544.7 GWh, accounting for a year-on-year
increase of 1.0% and representing a new annual high. The volume
of electricity traded on the block market totalled 61.9 GWh, which
represents a new annual high and a year-on-year increase of
54.9%, the fastest growth since 2008 when trading on this market
was launched. Overall, approximately one-third of domestic net
electricity consumption was traded in 2016 on electricity markets
organized by the Market Operator. Not only trading volumes, but
also the results of surveys conducted among market participants
in autumn 2016 showed high satisfaction with the services
provided and, together with suggestions for further development,
they 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 the Decision of the Agency for the
Cooperation of Energy Regulators of 17 November 2016 concerning
the determination of regions that should coordinate calculation

of cross-zonal capacities (Capacity Calculation Region) pursuant
to Commission Regulation 1222/2015 (CACM). The Decision
confirmed a proposal drafted by transmission system operators

to create a single region known as CORE (including CEE and CWE
and borders with Romania and Croatia) and to divide the Austrian-
German trade zone. The Decision will have a major impact on
change in the structure of the project for coupling the CEE region
with the WE region on the principle of flow-based allocation

(NWE (MRC)-CEE FB MC) and on other potential integration projects.



Konkrétnimi kroky v naplfiovani cile vytvoreni jednotného
evropského trhu s elektfinou nebyla jen Gcast operatora trhu
na projektu NWE(MRC)-CEE FB MC, ale i analyza moznostf{
propojeni vnitrodenniho trhu s okolnimi trhy. Zakladem této
analyzy bylo podepsani Memoranda o porozuméni a spolupraci
ze 74t 2015 mezi spole¢nostmi CEPS, a.s., OKTE, a.s., OTE, a.s.,
a Slovenskou elektrizacnou prenosovou sustavouy, a.s., v oblasti
propojovani vnitrodennich trhi s elektrinou s cilem nalézt
fesenf pro propojeni ceského a slovenskéhao vnitrodenniho trhu
s elektrinou jako zaklad pro dalsi rozvoj integrace v regionu.

K diskusi byly nasledné prizvany i ostatni smluvni strany

v ramci spoluprace 4M MC. V soucasné dobé jsou tyto diskuse
pozastaveny s ohledem na neshodu v oblasti pouzitého feseni.
Za Ucelem nalezeni feSeni pro integraci vnitrodenniho trhu se
operétar trhu zapojil do diskusi o formovani evropského modelu
integrace vnitrodenniho trhu oznacovaného jako projekt Cross-
Border Intraday Market (XBID), a to svou U¢asti v rémci tzv.
Accession Stream tohoto projektu a v nékterych pracovnich
skupinach projektu XBID.

Na kratkodobém trhu s elektfinou bylo ke konci roku 2016
registrovano 105 aktivnich Ucastnikd trhu.

TRH S PLYNEM

Vstup OTE na trh s plynem v roce 2010 se projevil nejen
zmeénou nazvu spolec¢nosti, ale predevsim vykonem cinnosti
operatora trhu v oblasti plynarenstvi. Jednalo se zejmeéna

o ¢innosti spojené se zuctovanim a vyporadanim odchylek

na trhu s plynem, organizaci kratkodobého trhu s plynem

a zajisténi podpory procesu zmeny dodavatele pro zakazniky —
odbeératele zemniho plynu.

Informacni systém OTE se Uspésné zaclenil do vSech
datovych tokl a struktur v plynarenstvi a operator trhu se
stal respektovanym partnerem Ucastnikd trhu s plynem.

Od pocatku roku 2010 Ize registraci vsech transakcei na trhu
s plynem provadét centralne v systému CS OTE, od prepravy
plynu pfes uskladrhovani az po zadavani dvoustrannych
smluv. Operator trhu do konce roku 2016 zaregistroval celkem
1673 791 zmén dodavatele plynu v odbérnych mistech.

Among the specific steps taken to meet the targets of the creation
of a single European electricity market is, beside the Market
Operator's participation in the NWE (MRC) -CEE FB MC project,

an analysis of the possibility of coupling the intraday market with
neighbouring markets. The basis of this analysis was the signing

of a Memorandum of Understanding and Cooperation in 2015
between CEPS, a.s., OKTE, a.s., OTE, a.s. and Slovenska elektrizatna
prenosova sustava, a.s. (Slovak Electric Power Transmission
System) concerning the coupling of intraday electricity markets
with the aim to find a solution for the integration of the Czech and
Slovak intraday electricity markets as the foundation for further
integration development in the region. Subsequently, other parties
were invited to join the discussion on 4M MC cooperation. Currently,
this discussion is suspended due to a disagreement on the

applied solution. In order to find a solution to the intraday market
integration, the Market Operator got engaged in discussions about
the creation of the European model of intraday market integration
known as the Cross-Border Intraday Market (XBID) project through
its participation in the project's Accession Stream and in some
working groups of the XBID project.

At the end of 2016, 105 active participants were registered on the
short-term electricity market.

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
2016, the Market Operator registered a total of 1,673,791 changes of
gas supplier at points of delivery.
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Vyznamnou udalosti na trhu s plynem v roce 2016 byla
implementace nafizeni Komise (EU) ¢. 312/2014, kterym se
stanovi kodex sité pro vyrovnavani plynu v prepravnich sitich
(NC BAL). Operator trhu se aktivné G¢astnil konzulta¢nich
proces(l ERU vztahujicich se k implementaci i tvorbg
prislusné legislativy souvisejici s timto vyznamnym nafizenim.
V polovine roku 2016 tak doslo k zdsadni zméné modelu

trhu s plynem, prvni takto vyznamné zméné od roku 2010,
kdy operator trhu zacal na trhu s plynem vykonévat svou
¢innost. Nove neni mozné vyporadavat odchylky naturding,
obchodnici nicméné i nadale mohou vyuzivat pfirozenou
vlastnost plyndrenské soustavy, kterou je zména akumulace
nemajici vliv na bezproblémové a bezpecné provozovani
plynérenské soustavy, nyni v8ak jiz nikoli pod ndzvem
Jfolerance’, ale pod nazvem ,flexibilita prostfednictvim
akumulace" (linepack flexibility service) — zkracené flexibilita.
Za Ucelem Fizenf odchylek OTE nové organizuje rovnéz trh

s nevyuzitou flexibilitou, ktery umoznuje obchodnikim

s plynem poptavat a nabizet nevyuzitou flexibilitu pro pokryti
finanéné vyrovnavanych dennich vyrovnavacich mnozstvi.
Aktivni pfistup operatora trhu k pfipravovanym zménam,
spoluprace vsech zainteresovanych stran a vhodné nacasovani
implementace této zmény do letnich mésict se projevily v tom,
ze prechod ze starého modelu vyporadani odchylek na novy
probéhl u vétsiny Ucastnikd trhu bez vyraznejsich kamplikaci.

Zmény v modelu trhu s plynem se projevily i na obchodnich
platforméach operatora trhu. Denni trh s plynem, prakticky
nevyuzivan, byl se zavedenim zmén na trhu s plynem uzavren.
Naopak doslo k posileni rale vnitrodenniho trhu s plynem, a to
nejen zménou ¢asu zahajeni obchodovani, ale také vyuzitim
této obchodni platformy provozovatelem prepravni soustavy
pro realizace tzv. vyrovnavacich akci. Teprve pokud neni
pokyn zobchodovéan, mdze provozovatel prenosové soustavy
vyuzit daléi nastroje (napf. trhy v zahranici). Bilateralni
smlouvy na nakup a prodej plynu s pfedem vysoutézenymi
subjekty tvori nové az posledni moznost pro provedeni
vyrovnavaci akce.

Na vnitrodennim trhu s plynem bylo v prabéhu roku 2016
zobchodovéno 2 088 GWh plynu, coZ je nepatrné méné (6,3 %)
oproti roku 2015, ve kterém Uc¢astnici obchodovéani uzavreli
obchody v objemu 2 228 GWh. Presto se jedna o druhé
nejvyssi obchodované mnozstvi od roku 2010, kdy se na této
obchodni platformé zacalo obchodovat.

Na kratkodobém trhu s plynem bylo ke kanci roku 2016
registrovano 95 aktivnich Ucastnikd trhu.
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An important event on the gas market in 2016 was the
implementation of Commission Regulation (EU) No. 312/2014
establishing a Network Code on Gas Balancing of Transmission
Networks (NC BAL). The Market Operator actively participated in
the ERO consultation processes concerning the implementation and
drafting of relevant legislation related to this important regulation.
In mid-2018, the gas market model was fundamentally modified,

the first such major change since 2010, when the Market Operator
began to perform its activities on the gas market. The new model
no longer allows for in-kind settlement of imbalances, however,
traders may continue to make use of the inherent capability of

the gas system, which is that linepack change does not affect

the smooth and secure operation of the gas system. This is not
called "tolerance" any more, but "linepack flexibility service', or just
flexibility. In order to manage imbalances, OTE also organizes a new
unused flexibility market that allows gas traders to demand and
offer unused flexibility to cover daily imbalance quantities that have
to be financially settled. The result of the Market Operator's active
approach to the upcoming changes, cooperation of all stakeholders
and appropriate scheduling of the implementation of this change
for the summer months is that the transition from the old model of
imbalance settlement to the new model went without major hurdles
for the majority of market participants.

Changes in the gas market model also had an impact on the Market
Operator's trading platforms. As the day-ahead market was virtually
unused, it was closed after the implementation of the gas market
changes. Conversely, the role of the intraday gas market was
strengthened, not only by changing the start time of trading, but
also by using this trading platform by the TSO to carry out so-called
balancing actions. The TSO may use other tools, such as foreign
markets, only in the case its bid is not traded on the intraday gas
market. In another change, bilateral contracts for purchase and

sale of gas with tender winners are the last option for performing

a balancing action.

In 2016 2,088 GWh of gas was traded on the intraday gas market,
representing a moderate decline (6.3%) compared to 2015 when
the volume of trades executed by the market participants totalled
2,228 GWh. Still, the 2016 figure is the second largest yearly
volume of traded gas since 2010 when this trading platform was
launched.

At the end of 2016, 95 active participants were registered on the
short-term gas market.



PODPORA OBNOVITELNYCH ZDROJU ENERGIE

Na zékladé zdkona ¢. 165/2012 Sb., o podporovanych zdrojich
energie, zajistuje operator trhu od ledna 2013 vyplatu provozni
podpory podporovanym zdrojlm energie a vyplatu rozdilu

mezi vykupni a hadinovou cenou povinné vykupujicim a ceny
za jejich ¢innost. V systému operatora trhu jsou zaregistrovana
vsechna predavaci mista vyroben elektfiny pro zasilani
vykazU o vyrobé nebo hodinovych dat z méreni ve vazbe

na zakon o podporovanych zdrojich energie a vyhlasku

o pravidlech trhu s elektfinou. Zékon ¢. 310/2013 Sb., kterym
se méni zakon o podporovanych zdrojich energie, vyrazné
omezil podporu elektriny z obnovitelnych zdrojd pro zdroje
uvadéné do provozu po 31.12. 2013 a tim i poc¢ty novych
registraci. Noveé registrace se tykaji predevsim malych vodnich
elektraren a jejich rekonstrukci a dale pak prevadd zdrojl mezi
jednotlivymi vyrobci, rozdélenf virtualnich zdrojd migrovanych
z databazi PDS, vyroben tepla a nepodporovanych zdrojc.

Na konci roku 2016 bylo v CS OTE registrovano 31742 zdroji
elektriny s narokem na podporu o celkovém instalovaném
vykonu 13 1562 MW,

V pribéhu roku 2016 doslo k novelizaci dlezitych vyhlasek
spojenych s registraci a vykazovanim v souvislosti s provozni
podporou podporovanych zdrojd energie. Od 11. ledna

2016 je platné nové vyhlégka ¢. 9/2016 Sb., o postupech
registrace padpor u operatora trhu a provedeni nékterych
dalsich ustanoveni zékona o podporovanych zdrojich energie
(registracni vyhlaska), 21. ledna 2016 vesla v platnost vyhlaska
¢. 37/2016 Sb., o elektiing z vysokoudinné kombinované
vyroby elektriny a tepla a elektfiné z druhotnych zdrojq,

a dne 29. dubna 2016 vyhlasgka ¢. 145/2016 Sh., o vykazovani
elektriny a tepla z podporovanych zdrojd a k provedeni
nékterych dalsich ustanoveni zdkona o podporovanych zdrojich
energie (vyhlaska o vykazovani energie z podporovanych
zdrojd). Vyhlasky zejména konkretizuji Udaje, které ma vyrobce
povinnost registrovat v CS OTE v souvislosti s ¢erpanim
investicni podpory, zavadgji povinnost predavat Udaje

o mnozstvi a kvalité skute¢né nabytych a vyuzitych zdrojl
energie a definuji systémovou hranici kogeneracni jednotky,
resp. upresnuji zplsoby vykazovani KVET v CS OTE. Systém
operétara trhu by rozsiten o elektronickou registraci vyrobct
tepla a upraven s ohledem na vydané cenové rozhodnuti
konkretizujici podminky pro nové podporované malé vodni
elektrarny a vyrobny tepla z bioplynu do 500 kW elektrického
vykanu, pro néz bylo vydéano evropské notifikacni rozhodnuti.
Seznam vyrobcl z obnovitelnych zdrojd s hlavnim predmétem
¢innosti zemédelska vyroba, ktefi maji vyjimku z povinnosti
zaknihovat akcie, nové zverejriovalo Ministerstvo zemédélstvi
CR (MZ). V reakci na notifikaci zékona o podporovanych
zdrojich byla kromé platby za rezervovany piikon uzakonéna
kompenzace na elektfinu spotifebovanou zékaznikem v Ceské

republice, vyrobenou z obnovitelnych zdrojl energie v zahranici.

SUPPORT FOR RENEWABLE ENERGY SOURCES
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. Act No. 310/2013 Coll., amending the

Act on Supported Energy Sources, considerably reduced support
for electricity from renewable energy sources for installations
commissioned after 31 December 2013 and, subsequently, the
number of new registrations. New registrations comprise primarily
new and reconstructed small hydroelectric plants, transfers of
plants between producers, distribution of virtual sources migrated
from PDS databases, heat production installations and unsupported
plants. At the end of 2016, 31,742 electricity producers eligible for
support with a total installed capacity of 13,162 MW were registered
in CS OTE.

Some key decrees concerning registration and reporting in
connection with the operating aid for supported energy sources
were amended during 2016. A new Decree No. /2016 Coll., on
procedures related to support registration with the Market Operator
and the implementation of certain other provisions of the Act on
Supported Energy Sources (Registration Decree) came into effect
as of 11 January 2016; Decree No. 37/2016 Coll., on electricity
from combined heat and power cogeneration and electricity from
secondary sources came into force as of 21 January 2016; and
Decree No. 145/2016 Coll,, on reporting electricity and heat from
supported energy sources and the implementation of certain
other provisions of the Act on Supported Energy Sources (Decree
on Reporting Energies from Supported Sources) came into force
as of 29 April 2016. The aforementioned decrees in particular
specify information that producers are required to register in

CS OTE in order to draw investment aid, introduce an obligation
to submit data on the quantity and quality of actually acquired
and utilized energy sources and define system boundaries of

a cogeneration unit, i.e. specify the methods of reporting CHP in
CS OTE. The Market Operator's system was expanded to include
electronic registration of heat producers and adapted with regard
to the published price decision specifying the conditions for new
supported small hydroelectric power plants and producers of heat
from biogas produced in installations with an installed capacity
of up to 500 kW of electric power, for which an EU notification
decision applies. The list of producers from renewable energy
sources with the primary business agricultural production, which
are exempted from the mandatory book-entry of shares, is now
published by the Ministry of Agriculture of the Czech Republic (MZ).
In response to the notification of the Act on Supported Energy
Sources, besides the aforementioned payment for the reserved
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Na zakladé 109 Zadosti, ktere predstavuji 626 403 MWh
spotrebované elektriny, byla ze strany operatora trhu
vyplacena kompenzace v celkové vysi 166 858 416KE.

Padpora elektriny za rok 2016 z OZE, DZ a vyrobené v procesu
KVET dosahla 42,835 mid. K&.

EVIDENCE ZARUK PUVODU ELEKTRINY

Z OBNOVITELNYCH ZDROJU

V Fijnu 2013 zprovoznil operator trhu informacni systém pro
elektronickou evidenci zaruk ptvodu elektfiny vyrobené z OZE.
Zéaruka plvodu je tak po celou dobu svého zivotniho cyklu

(tj. od jejiho vydani aZ po jeji uplatnéni) evidovana v elektronické
podobé na Uctech svého drzitele. V roce 2016 do systému EZP
nove ziskalo pristup 90 spole¢nosti. Celkem bylo 201 aktivnim
spole¢nostem vydano 655 850 zaruk plvodu, coz predstavuje
nardst o 230% vUci predchozimu roku 2015. Skrze proces
uplatnéni zaruk pdvodu byl transparentné garantovan pdvod
priblizné 1493 GWh spotfebované elektriny.

V ndvaznosti na zprovoznéni systému EZP a prijeti operatora
trhu za ¢lena mezinérodni asociace vydavatelskych subjektd
AIB v listopadu 2013 byl dne 25. dubna 2014 tento systém
propojen s mezinarodnim systémem asociace AIB. Toto
napojeni umozfiovalo v pribéhu roku 2015 drziteldm uctd

v EZP importovat zaruky plvodu vydané v ¢lenskych statech
Evropské unie, které jsou zaroven c¢leny této asaciace.

Valna hromada asociace AIB vSak na svém fadném zasedanf
dne 4. 12. 2015 rozhodla o vyrazeni akciové spole¢nosti

OTE z mezinarodniho standardizovaného schématu EECS

a odpojeni od komunika¢niho portalu AIB Hub ke dni 7. 1. 2016,
coz po veétsinu roku 2016 znemaznilo tuzemskym subjektdm,
uzivatellm systému EZP, provadét mezinarodni transakce se
zérukami ptvodu.

K vySe zminénému rozhodnuti valnd hromada asociace

AIB pristoupila z dGvodu nedokon¢ené harmonizace
priimplementaci zdsad smérnic EK ¢. 2009/28/ES

(podpora vyuzivani energie z obnovitelnych zdrojt)

a ¢. 2009/72/ES (spole¢na pravidla pro vnitini trh s elektfinou)
v Ceske legislativé. Zvlasté se jedna o nedostatecne legislativni
osetreni prace se zarukami pavodu vyrobené elektriny

a postupu pfi pInéni povinnosti zverejhovat pouzity energeticky
mix dodavatelem elektriny jeho koncovym spotrebiteltim.

Vyroéni zprava 2016
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input, the amendment endorsed compensation for electricity
consumed by customers in the Czech Republic and generated from
renewable energy sources abroad. In 2016, the Market Operator paid
compensations worth CZK 166,858,416 based on 109 applications
representing a total of 626,403 MWh,

Support for electricity from RES, Sec. S. and CHP totalled
CZK 42.835 billion in 2016.

REGISTRY OF GUARANTEES OF ORIGIN OF
ELECTRICITY FROM RENEWABLE ENERGY SOURCES
In October 2013, the Market Operator launched an information
system for electronic registration of Guarantees of Origin (EZP) of
electricity produced from RES. Guarantees of origin are registered
electronically in their holders' accounts aver their life cycle

(i.e. from their issuance to cancellation). In 2016, 90 new entities
gained access to the EZP system. A total of 655,850 guarantees
of origin were issued for 201 active companies, accounting for

a 230% increase compared to the previous year. The process of
application of guarantees of origin transparently declared the origin
of about 1493 GWh of consumed electricity.

Following the launch of the operation of the EZP system and
accession of the Market Operator to the Association of Issuing
Bodies (AIB) in November 2013, the system was connected to the
AIB international system on 25 April 2014. The system integration
allowed EZP account holders in 2015 to import guarantees of
origin issued in the EU Member States, which are also members
of the association.

However, at its regular meeting held on 4 December 2015, the

AIB General Meeting decided to exclude the joint stock company
OTE from the European Electricity Certificate Scheme (EECS)

and disconnect it from its communication website AIB Hub as

at 7 January 2016. This in effect prevented Czech-based entities,
EZP system users, from executing international transactions
concerning guarantees of origin for most of the year.

The AIB General Meeting made the foregoing decision on account
of incomplete harmonization in the implementation of the principles
of Directives No. 2009/28/EC (promotion of the use of energy from
renewable sources) and No. 2009/72/EC (common rules for the
internal market in electricity) in Czech legislation. This includes
primarily an insufficient legal framework for work with guarantees
of origin of generated electricity and slow progress in meeting the
obligation for electricity suppliers to disclose the used energy mix
to their final consumers.



Nasledovalo obdobf intenzivni prace, které vedla k harmonizaci
zasad smeérnic EK s prislusnou ¢eskou legislativou, a dne

30. 9. 2016 byl OTE na zakladé rozhodnuti asociace AIB opét
zarazen do mezinarodniho standardizovaného schématu
EECS. Dne 21.12. 2016 pak operétor trhu dokancil technické
prace na svém elektronickém systému vydavani zaruk pavodu
v CR a po vzajemnych testech Usp&sné obnovil pripojent

k mezinarodnimu komunikacnimu portalu AIB Hub.

S okamzitou platnosti tak byl umoznén import zaruk pavodu
z ostatnich ¢lenskych statl EU sdruzenych v této asociaci.
Konkrétné se jedna o zaruky pavodu vydané v téchto statech:
Belgie, Chorvatsko, Dansko, Estonsko, Finsko, Francie, Irsko,

Island, Itélie, Kypr, Lucembursko, Nizozemsko, Norska, Némecko,

Rakousko, Slovinsko, Spanélsko, Svédsko a Svycarsko,
pricemz seznam zemi, ze kterych Ize zéruky plvodu dovazet,
bude rozsirovan tak, jak se tyto zemé budou do asociace AIB
zapojovat. Operator trhu nyni pracuje na Upravach systému
pro Evidenci zaruk pavodu a doménového protokolu tak, aby
uzivatelé mohli také exportovat zaruky pavodu do ostatnich
¢lenskych statd asociace v souladu s podminkami AIB.

Spoluprace operatora trhu se ¢leny sdruzenymi v asociaci
AIB vyrazné zvysuje transparentnost celého systemu zaruk
plvodu ve vsech fazich jejich Zivatniho cyklu

REJSTRIK EMISNICH POVOLENEK

Od roku 2005, kdy v ndvaznosti na zékon ¢. 695/2004 Sb.,
o podminkach obchodovani s povalenkami na emise
sklenikovych plyn(, operator trhu zfidil a zacal spravovat
verejné pristupny rejstrik pro obchodovani s povolenkami
na emise sklenikovych plynd, prosel systém emisniho
obchodovani nékolika vyvojovymi etapami.

V roce 2008 byl narodni rejsttik pfipojen na mezinarodni
evidenci transakci ITL v ramci kjotského obchodovani spolu
s ostatnimi ¢lenskymi zemeémi EU. Nejen bezpe€nostni
incidenty v CR a dalsich statech EU v roce 2011 vedly

k implementaci jednotného rejstriku Evropskeé unie, k ¢emuz
doslo v ¢ervnu 2012,

Z&kon ¢. 383/2012 Sb., o podminkach obchodovan(

OTE v oblasti emisniho obchodovani, a to ustavenim operatora
trhu do role tzv. draZitele povolenek. Drazitel drazi objem
povolenek, jez maji byt drazeny kazdym ¢lenskym statem,
ktery jmenoval drazitele dle nafizeni Komise (EU) ¢. 1031/2010
0 harmonogramu, spréaveé a jinych aspektech drazeb povolenek
na emise sklenikovych plynd v souladu se smérnici EP

a Rady 2003/87/ES o vytvoreni systému pro obchodovani

s povolenkami na emise sklenikovych plynd ve spolecenstvi.

Intense work followed, resulting in the harmonization of Czech
legislation with the relevant EU directives. On 30 September 2016,
the AIB decided to readmit the Market Operator into the EECS.

On 21 December 2016, the Market Operator completed the technical
work on its electronic system for issuing guarantees of origin in the
Czech Republic and, following mutual tests, successfully restored

the connection to the international communication website AIB Hub.

With immediate effect, import of guarantees of origin from other
EU Member States associated in the AIB was enabled, specifically,
guarantees of origin issued in the following countries: Austria,
Belgium, Croatia, Cyprus, Denmark, Estonia, Finland, France,
Germany, Iceland, Ireland, Italy, Luxembourg, Netherlands, Norway,
Slovenia, Spain, Sweden and Switzerland. The list of countries from
which guarantees of origin can be imported is to expand as more
countries become AIB members. The Market Operator carried out
modifications to the EZP system and domain protocol so that users
can also export guarantees of origin to other member states of the
association in accordance with the AIB terms.

The Market Operator's cooperation with AIB members significantly
enhances the transparency of the entire system of guarantees of
origin at all stages of their life cycle.

CZECH EMISSION TRADING REGISTRY

Since 2005, when the Market Operator established and began

to administer a publicly accessible registry for trading greenhouse
gas emission allowances, pursuant to Act No. 695/2004 Coll,,

the emission trading system has undergone several

development stages.

In 2008, the national registry was connected to the International
Transaction Log (ITL) along with other EU Member States as part
of the Kyoto Protocol. Security breaches in the CR and other EU
Member States in 2011 and other factors led to the implementation
of a Union Registry in June 2012.

Act Na. 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.
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V roce 2016 se v rejstriku uskutecnilo 805 transakci, pfi nichz
zménilo Ucet celkem 96 422 315 jednotek. Do statistiky

jsou zahrnuty veskeré transakce s evropskymi povolenkami

a kjotskymi jednotkami. Celkové mnozstvi verifikovanych
emisi vyprodukovanych ze zafizeni za rok 2015 ¢inilo

66 349 558 tun CO,, coz je 0 85 767 tun CO, méne nez

v predeslém roce 2014.

V souvislosti s vykanem ¢innosti narodniho spréavce

rejstriku obchodovani s povolenkami a v souladu se zédkonem
¢. 257/2014 Sb., o podminkéch obchodovani s povolenkami

na emise sklenfkovych plynd, a zékonem ¢. 253/2008 Sb.,

o nékterych opatrenich proti legalizaci vynost z trestné
¢innosti a financovani terorismu, pIni operator trhu v roli
spravce rejstriku veskeré povinnosti definované pro povinnou
osobu podle zadkona o nékterych opatrenich proti legalizaci
vynosU z trestné ¢innosti a financovani terorismu.

SLUZBY

Vyporadani odchylek a organizovani kratkodobého trhu

s elektrinou a plynem predstavuji stézejni sluzby zajistované
operatorem trhu v CR.

S Ucastniky trhu a subjekty zuctovani jsou v zajmu
transparentnosti obchodnich vztaht a upresnéni pravniho
rémce uzavirany neékteré z nasledujicich typt smluv pro oblast
elektroenergetiky:

+ smlouva o zU¢tovani odchylek,

- smilouva o pristupu na kratkodoby trh s elektfinou,

- smlouva o pristupu na vyrovnavaci trh s regulacni energif,

- smlouva o predavani Udajd,

- smlouva o zUc¢tovani regulacni energie,

-+ smlouva o pristupu do CS OTE.

V oblasti elektroenergetiky bylo k datu 31.12. 2016 v CS OTE
registrovano celkem 109 subjekt zuctovani (2% pokles
oproti roku 2015), 258 provozovateld distribuéni soustavy
(34% nérUst), 82 dodavatell elektiiny (37% nardst),

27 poskytovatell PpS, 50 ucastnikd trhu, ktefi pristupujf

na vyrovnavaci trh s regulaéni energii (11% nérst)

a 1provozovatel prepravni soustavy.

Vyroéni zprava 2016
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In 2018, 805 transactions were executed in the Registry and a total
of 96,422,315 units were transferred. The statistics comprise all
transactions with European Union allowances and Kyoto units.

The total amount of verified emissions emitted by the installations
for 2015 was 66,349,558 tonnes of CO,, representing a decrease of
85,767 tonnes of CO, compared to 2014,

In connection with the performance of the Czech Emission
Trading Registry national administrator and pursuant to

Act Na. 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 Registry
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:

+ agreement on settlement of imbalances,

+ agreement an access to the short-term electricity market,

- agreement on access to the balancing energy market,

+ agreement on submission of data,

- agreement on balancing energy settlement,

+ agreement on access to CS OTE.

In the power sector, 109 balance responsible parties (2% decrease
year-on-year), 258 distribution system operators (34% increase
year-on-year), 82 electricity suppliers (37% increase year-on-
year), 27 AS providers, 50 market participants with access

to the balancing energy market (11% increase year-on-year)

and 1 transmission system operator were registered in CS OTE

as at 31 December 2016.



V oblasti plynarenstvi bylo k datu 31. 12. 2016 registrovano
celkem 95 subjektl zuctovani (3% navyseni od roku 2015),
84 dodavatell (11% nérast od roku 2015) a 67 provozovateld
distribu¢ni soustavy (86% nardst od roku 2015) a déle
1 provozovatel prepravni soustavy a 5 provozovatell zasobnik(
plynu. V oblasti plynarenstvi operator trhu uzavira tyto
typoveé smlouvy:
- smlouva o zUc¢tovani odchylek,
« smlouva o predavani Udajd,
- smlouva o pristupu do CS OTE,
- smlouva o predavani dat a zU¢tovani odchylek

s provozovatelem zasobniku plynu.

Informacni systém pro zajisténi regulovanych ¢innosti na poli
elektroenergetiky a plyndrenstvi a s nim spojené nezbytné
technické prostredky jsou provozovany formou outsourcingu
na zakladé smluvniho vztahu s fesitelem systému, spole¢nosti
CGI IT Czech Republic s.r.o. Timto smluvnim vztahem jsou
zajistény také nezbytny rozvoj a bezpecnost systému.

Jako spravce rejstiiku obchodovani s povolenkami na emise
sklenikovych plyn( uzavird OTE s obchodnimi partnery
smlouvu o zfizeni a vedeni Uctu v rejstriku pro obchodovani

s jednotkami pridéleného mnozstvi (povolenkami) emisi
sklenikovych plynl a Uprave souvisejicich vztahd. Spole¢nost
eviduje 261 smluvnich partnerd, ktefi jsou Ucastniky

rejstriku. K 31.12. 2016 bylo v rejstriku povolenek otevieno
314 Uctd provozovatell zafizeni, 37 osobnich vkladnich uctd,
27 obchodnich U¢tl a 9 Uctd provozovateld letadel.

Na zékladé povinnosti plynouci z EZ zpracovava OTE

pro MPO, ERU, provozovatele elektrizadni pfenosové soustavy
(CEPS, a.s.) a provozovatele plyndrenské prepravni soustavy
(NET4GAS, s.r.o.) pravidelnou zpravu o budouci otekavané
spotrebé elektriny a plynu a o zplsobu zabezpeceni rovnovahy
mezi nabidkou a poptavkou elektriny a plynu. Ve vystupech

je podavan zakladni obraz ocekavaného stavu elektrizacni
soustavy CR a plynérenstvi z pohledu vyroby, pfenosu,
prepravy a distribuce a obchodu s elekttinou a plynem.
Soucasti zpravy jsou také predikce budouci spotreby elektriny
a plynu. Vybér z této zpravy je k dispozici i¢astnikiim trhu

na webovych strankach spole¢nosti.

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

In the gas sector, 95 balance responsible parties (3% increase year-

on-year), 84 suppliers (11% increase year-on-year), 67 distribution

system operators (86% increase year-on-year), 1 transmission

system operator and 5 underground gas storage operators were

registered in CS OTE as at 31 December 2016. The Market Operator

enters into the following types of agreements pertaining to the

gas sector:

- agreement on settlement of imbalances,

- agreement on submission of data,

+ agreement on access to CS OTE,

- agreement on submission and settlement of imbalances with
the gas storage operator.

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 administrator of the Czech Emission Trading Registry,

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

261 contractual parties — Registry account holders to date.

As at 31 December 2016, 314 installation operator holding accounts,
37 personal holding accounts, 27 trading accounts and 9 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.
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CLENSTVI OTE V PROFESNICH ORGANIZACICH

A INICIATIVACH

Stejné jako v minulosti také v roce 2016 pokracovalo zapojenf
OTE do aktivit v profesnich organizacich, iniciativach a jejich
pracovnich skupinach nejen v CR, ale i v zahranic (Asociace
energetickych manazert — AEM, Cesky plynarensky svaz —
CPS, The Council on Large Electric Systems — CIGRE, Sdruzent
evrapskych burz — Europex, Word Energy Committee — WEC,
Association of Issuing Bodies — AIB).

V souvislosti s ustanovenim operatora trhu nominovanym
organizétorem trhu se operétor trhu podilel na jafe 2016

na zalozeni vyboru NEMO Committee za Ucelem spoluprace
na plnéni povinnosti nadéle rozvijet a provozovat Evropsky
propojeny denni a vnitrodenni trh s elektfinou tak, jak je
pozadovano nafizenim CACM. Spolu s jiz drivejsi ucasti
operatora trhu v iniciativé PCR tyto aktivity posilujf

a oteviraji dalsi prostor pro spolupraci pfi rozvoji a organizaci
kratkodobych trhi s elektrinou.

Cilem OTE je rovnéz —i diky Ucasti v profesnich organizacich
a iniciativach — na této Urovni prosazovat liberalni

a transparentni principy na trhu s elektfinou a s plynem

a podilet se na formovani pravidel téchto trhl a zajisténi
svobodného a rovného pristupu k témto trhdm pro vsechny
Ugastniky nejen v CR, ale i v EU. Takova spolupréce umoziuje
sdilet zkusenosti ziskané v tuzemském i mezinarodnim
kontextu a prispivat k rozvoji tuzemského trhu s obéma
komoditami implementaci novych pristupu.

PREDPOKLADANY VYVO0J

Z&akladnim Ukolem OTE je zajistit podporu efektivniho provozu
trhu s elektfinou a plynem v Ceské republice a podilet se

na jeho dalsim rozvoji. S vyvojem trhu s elektfinou v EU

i v tuzemsku se OTE prizpUsobuje zménam funkcionality
informacniho systému. Na Upravach modelu trhu s elektrinou
a plynem aktivné spolupracuje s Ministerstvem pramyslu

a obchodu, Energetickym regula¢nim Gradem a dalSimi subjekty,

které plUsobi v energetickém odvetvi. K tomu pfispiva i zajisteéni
dlouhodobé bilance energetické soustavy a zverejnovani
predikei vyvoje.

Vyroéni zprava 2016
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OTE'S MEMBERSHIP IN PROFESSIONAL
ORGANIZATIONS

Similarly to the prior years, in 2016 OTE continued its engagement in
activities of professional organizations, initiatives and their working
groups both in the Czech Republic and abroad (Energy Managers
Assaciation — AEM, Czech Gas Association — CPS, The Council on
Large Electric Systems — CIGRE, Association of European Energy
Exchanges — Europex, Word Energy Committee — WEC, Association
of Issuing Bodies — AIB).

In connection with the appointment of the Market Operator as
NEMO, in the spring of 2016 the Market Operator participated in

the founding of the NEMO Committee for cooperation in compliance
with the obligation to further develop and operate the European
integrated day-ahead and intraday electricity markets in compliance
with CACM. Coupled with the Market Operator's earlier participation
in the PCR initiative, these activities reinforce and increase
potential for cooperation in the expansion and operation of short-
term electricity markets.

Another OTE's goal is — thanks to participation in professional
organizations and initiatives — to promote liberal and transparent
principles on the electricity and gas markets at this level and

to participate in formulating rules governing these markets and
ensuring free and equal access to these markets for all participants
both in the CR and the EU. This cooperation makes it possible to
share the experience gained nationally and internationally and to
contribute to the development of the domestic market in both
commodities through the implementation of new approaches.

PROJECTED DEVELOPMENT

OTE's key task is 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.



V nadchézejicim obdobi se chceme soustfedovat zejména

na nasledujici oblasti:

- implementace zmén plynoucich z Upravy evropske legislativy
(predevsim sitové kodexy) i nérodni legislativy,

- vytvorenf jednotného trhu s elektfinou,

- vytvorenf jednotného trhu s plynem,

- centrélni registrace vsech odbérnych mist v oblasti
elektroenergetiky CS OTE,

- implementace inteligentniho méfeni elektfiny a plynu.

Je nesporneg, Ze do dalsiho vyvoje trhu s elektfinou a plynem

s dopadem na poskytované komplexni sluzby operatora trhu
vyznamné zasdhnou nejen vyse zminéné evropské sitoveé
kodexy, ale predevsim vydani tzv. zimniho legislativniho bali¢ku
Evropské komise na konci listopadu 2016. Jak a do jaké miry, to
bude predmeétem diskusi v nasledujicich mésicich.

FINANCNI SITUACE

V roce 2016 dosahla spole¢nost celkovych vynost ve vysi

87 939 205 tis. K¢ pri celkovych nakladech 67 832 632 tis. K¢.
Vysledek hospodareni za ic¢etni obdobi ¢ini 106 573 tis. K¢.

Celkové vynosy byly tvoreny trzbami za prodej zboZi v hodnoté
23 542 435 tis. K¢, vynosy na podporu obnovitelnych

zdrojl energie ve vysi 43 553 923 tis. K¢, trzbami z prodeje
sluzeb ve vysi 810 501 tis. K¢, finanénimi vynosy ve vysi

29 B34 tis. K¢ a ostatnimi vynosy ve vysi 2 712 tis. K&.

Veétsina vynosU je spojena s regulovanou ¢innosti vyporadani
podpory obnovitelnych zdrojd energie, vyporadani odchylek

a organizovani kratkodobého trhu s elektfinou a plynem.
Vynosy z neregulované ¢innosti vedeni rejstriku emisnich
povolenek dosahly vyse 9 004 tis. Ke.

Na celkovych nakladech se podileji ndklady na prodané zboZi
hodnotou 23 538 720 tis. K¢ a naklady na vyplatu podpory
hodnotou 43 528 708 tis. K¢. Provozni néklady s odpisy ¢inf
615 363 tis. K&, osobni naklady jsou ve vysi 69 152 tis. K¢,
finan¢ni naklady jsou ve vysi 55 327 tis. K¢, dar splatné

a odloZena dan z prijm0 predstavuje hodnotu 26 094 tis. K&
a -732 tis. K¢.

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

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

- creation of a single energy market,

+ creation of a single gas market,

- central registration of all points of delivery in the CS OTE,

+ 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 2016, the Company's revenues totalled CZK 67,939,205 thousand;
total expenses amounted to CZK 67,832,632 thousand.

The Company posted a profit of CZK 106,573 thousand for 2016.

Total revenues comprised sales of goods in the amount of

CZK 23,642,453 thousand, income from support for renewable
energy sources in the amount of CZK 43,553,923 thousand, sales
of services in the amount of CZK 810,501 thousand, financial
revenue of CZK 29,634 thousand, and other revenues totalling
CZK 2,712 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 9,004 thousand.

The cost of sold goods accounted for CZK 23,538,720 thousand of
the total expenses and the cost of support payments accounted
for CZK 43,528,708 thousand. Operating expenses including
depreciation and amortization totalled CZK 615,363 thousand,
personnel expenses amounted to CZK 69,152 thousand, financial
expenses amounted to CZK 55,327 thousand, and income

tax due and deferred stood at CZK 26,094 thousand and

CZK -732 thousand, respectively.
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STAV MAJETKU
Aktiva

Celkové Gisté aktiva spole¢nosti (tj. sniZzend o opravky)
poklesla meziroéné o 2 297 218 tis. K& a dosahla hodnoty
11829 427 tis. K¢, z toho ¢int:
- dlouhodoby majetek

+ 0béznd aktiva

B4 226 tis. K¢
11525 471 tis. K&

- ostatni aktiva 239 730 tis. K¢

Pasiva
- vlastni kapital 877184 tis. K&
- cizi zdroje 9 879 262 tis. K¢

- ostatni pasiva 1072 981 tis. K¢
Financovani potreb spolec¢nosti je plynulé a vyrovnané.
Zakladnim zdrojem financovani provoznich ¢innosti OTE

v obdobi roku 2016 byly vynosy z titulu pevné ceny za ¢innost
zU&tovani dle cenovych rozhodnuti ERU a cen za veden/
rejstriku emisnich povolenek. Spole¢nost mela k 31.12. 2016
pohledavky po Ih(té splatnosti ve vysi 173 708 tis. K.

K pohleddvkam po IhGté splatnosti jsou vytvoreny opravné
polozky ve vysi 173 109 tis. K¢.

Pro pokryti ¢asového nesouladu prijmd a vydajd pfi vyplate
podpory obnovitelnych zdrojd energie méla spolec¢nost
sjednany syndikovany Uver az do vyse 6,5 mld. K& u bank
Ceska spotitelna, a.s., Ceskoslovenska obchodni banka, a. s.,
Komercni banka, a.s., a UniCredit Bank Czech Republic and
Slovakia, a.s.

INVESTICE

Celkem byly v roce 2016 porizeny investice ve vysi

48 665 tis. K&. Objem hmotnych investic ¢inil 574 tis. K¢

a byl vyuzit pfredevsim na obménu hardwarového vybavent.

Na investice do nehmotného majetku bylo vynaloZzeno

48 091 tis. K¢. Hlavni ¢ast této investice tvor{ Upravy softwaru
CS OTE, zejména Upravy pro Vnitrodenni trh. VSechny investi¢ni
vydaje byly financovéany z vlastnich zdroj& spole¢nosti.

ZAMESTNANECKA POLITIKA A SOCIALNI PROGRAM
V roce 2016 byla rozsitena organizac¢ni struktura o odbor
Rozvoj trhu. K dalsim vyrazneéjsim zménam v personalni

oblasti nedoslo. K 1. lednu 2016 pracovalo ve spole¢nosti

53 zaméstnanct (evidentni stav), béhem roku nastoupili

do pracovniho poméru 4 novi zaméstnanci, 1 zaméstnankyné
nastoupila na materskou dovolenou. Evidenc¢ni stav

na konci U¢etniho obdobi ¢inil 56 zaméstnancd, z toho bylo

10 pracovniky ridicich.

Vyroéni zprava 2016
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ASSETS AND LIABILITIES
Assets
The Company's net assets (i.e. reduced by accumulated
depreciation/amortization) fell by CZK 2,297,218 thousand year-on-
year to a total of CZK 11,829,427 thousand, including:
CZK 64,226 thousand

CZK 1,525,471 thousand

CZK 239,730 thousand

- fixed assets
+ current assets
- other assets

Liabilities
- equity CZK 877184 thousand
liabilities CZK 9,879,26 thousand

- other liabilities CZK 1,072,981 thousand
The Company has ensured unhindered and balanced financing of

its needs. The principal source of funding for OTE's operations in
2016 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.

At 31 December 2016, the Company recorded outstanding
receivables in the amount of CZK 173,708 thousand. Allowances

in the amount of CZK 173,109 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 6.5 billion with Ceska spofitelna, a.s, Ceskoslovenska
obchodni banka, a. s., Komer¢ni banka, a.s. and UniCredit Bank
Czech Republic and Slovakia, a.s.

INVESTMENT

Investment in 2016 totalled CZK 48,665 thousand. The volume of
tangible assets amounted to CZK 574 thousand; the investment
was used predominantly to upgrade hardware equipment. A total of
CZK 48,091 thousand was spent on intangible assets, most of it on
modifications of the CS OTE software, in particular modifications
related to the intraday market operation. All investments were
funded from the Company's own sources.

EMPLOYMENT POLICY AND SOCIAL PROGRAMME

In 2018, the organizational structure was expanded to include

the Market Development department. There were no other major
changes in human resources. At 1 January 2016, the Company had
a staff of 53 employees (recorded), while four new employees were
hired and one employee took maternity leave in the course of the
year. The recorded number of employees at the end of 2016 was 56,
of whom 10 were managers.



Specifické poslani spole¢nosti vyzaduje vysokou kvalifikaci
zaméestnanct. Ristu kvalifikace zaméstnancl spole¢nost
venuje trvalou pozornost. Také v roce 2016 probihalo
rozsifovani jazykové vzdélanosti, které je nezbytnou podminkou
pro Uspésné poskytovani sluzeb Gcastniklim trhu operdtorem
trhu vzhledem k mezinarodnimu charakteru spolec¢nosti. Déle
se OTE zaméril na odborné semindre v oblasti energetické
legislativy a v oblasti trendt rozvoje trht s elektfinou a plynem.
Zéastupci OTE se také pravidelné zUcastnovali prezentacnich
¢innosti v ramci odbornych konferenci. K zajisténi rastu
kvalifikace prispélo i zapojeni zaméstnancl spolec¢nosti

do integracnich projekt a mezinarodni spoluprace organizatord

trhi véetné vedeni mezinarodnich pracovnich skupin a projektd.

S cilem stabilizovat kvalifikovany personal spole¢nost
pokracovala v realizaci socialniho programu, ktery
zameéstnanctm umozioval preventivni zdravotni pédi,
zvyhodnéné stravovani a ¢erpani osobnich uctd k predem
vymezenym Uceldm. Tyto vydaje jsou financovany

ze socialniho fondu.

Rok 2016 se zaradil mezi Uspésné obdobi v historii OTE
potvrzujici upevnovani jeho klicové role v odvétvi energetiky

v tuzemsku a mezi organizatory trhu s elektrinou a plynem

v Evropé. Davéra obchadnikl reflektujici objemy zobchodované
energie na nami organizovanem trhu, stejné jako Ucast

v mezindrodnich projektech integrace trhu s elektfinou, jsou
toho dokladem. Budeme i nadéle pokracovat v Uspésném plneni
Ukold, které pred nas klade dynamika rozvoje obchodovani

s energetickymi komoditami, a pevne vérime, ze se ném bude
dafit naplfovat vSechny vyzvy i v nadchéazejicich letech.

V Praze dne 23. bfezna 2017

y v

Ing. Ales Tomec
predseda predstavenstva
Chairman of the Board of Directors

)N
Ao
\
Ing. Michal Ivanek
mistopredseda predstavenstva
Vice-Chairman of the Board of Directors

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 industries. In addition,
OTE 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, subsidized catering services and use of persanal accounts
for predetermined purposes. These expenses are financed from
the saocial fund.

The year 2016 ranked among successful years in OTE's history,
reaffirming the Company's continuous strengthening of its key role
in the energy sector in the country and among the operators of
the electricity and gas markets in Europe. This is evidenced by the
trust of traders reflecting the volumes of electricity traded on the
markets organized by OTE, as well as participation in international
projects aimed at electricity market integration. We will continue
to successfully implement the tasks put before us by dynamics
growth in trading energy commodities, and we firmly believe that
we will succeed in coping with all challenges in the coming years.

Prague, 23 March 2017
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ZAKLADNI KAPITAL, AKCIONARI SPOLECNOSTI
REGISTERED CAPITAL, COMPANY SHAREHOLDERS

ZAKLADNI KAPITAL

Z&kladni kapital spole¢nosti ¢ini 340 000 O0O0KE a je splacen.

Zakladni kapitél je rozvrzen na jeden kus nekotované kmenové
akcie na jméno, ktera je vydana v listinné podobé o jmenovité

hodnote 340 000 000K a je v drzeni akcionare.

z

SLOZENi AKCIONARU

Zakladatelem a jedinym akcionafem spole&nosti je stat Ceska
republika. Jménem stétu funkci zakladatele spole¢nosti
vykonavéa a majetek do spole¢nosti vklada Ministerstvo
primyslu a obchodu. Préva akcionare v akciové spole¢nosti
jménem statu vykonava vladou povereny zaméstnanec
zakladajiciho ministerstva.
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REGISTERED CAPITAL

The Company's registered capital totals CZK 340,000,000 and is
fully paid up. It comprises one unquoted ordinary dematerialized
share with the nominal value of CZK 340,000,000, held by the sole
shareholder.

SHAREHOLDERS

The state of Czech Republic is the founder and sole shareholder

of the Company. On behalf of the state, the Ministry of Industry
and Trade acts as the Company's founder and invests assets in
the Company. an authorized civil servant appointed by the founding
Ministry exercises the shareholder's rights in the joint-stock
company.
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Foto (zleva) « Photo (from left to right):

Ing. Ladislav Havel, mistopredseda dozor¢i rady « Vice-chairman of the Supervisory Board
Ing. Ludmila Petranova, predsedkyné dozoréi rady » Chairwoman of the Supervisory Board
Ing. Jaroslav Kubovic, ¢len dozorci rady < Member of the Supervisory Board

Ing. Oldfich Petrzilka, ¢len dozorci rady » Member of the Supervisory Board

Ing. Jifi Maceska, ¢len dozorci rady « Member of the Supervisory Board
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Ing. Ludmila Petranova
predsedkyné dozorci rady

Ludmila Petrariova vystudovala Ceské vysoké uceni technicke,
Fakultu jadernou a fyzikalné inZenyrskou. V oblasti energetiky
se pohybuje od roku 1983, nejprve ve spolecnosti PraZzska
energetika, pozdgji ve spole¢nosti CEZ, kde byla feditelkou
sekce fizeni zmen a poté ¢lenkou predstavenstva odpovédnou
za obchod s elektfinou a fizeni majetkovych Gcasti. V roce 1999
nastoupila do spole¢nosti CEPS, a.s., kde od roku 20071 plisobila
jako generalni feditelka a predsedkyné predstavenstva do roku
2006. Ve spole¢nosti OTE plsobila jako mistopredsedkyné
predstavenstva v letech 2006 az 2008. V roce 2009 byla
predsedkyni predstavenstva spolecnosti Lumen Energy, a.s.,

v letech 2012 az 2013 byla v této spole¢nosti ¢lenkou dozorcf
rady. V letech 2011 az 2013 pracovala v tymu poradenstvi

v energetice ve spoleénosti Ernst & Young. Clenkou dozorsi
rady OTE se stala 27. listopadu 2013. Dne 27. srpna 2014

byla zvolena predsedkyni dozoréi rady. Na rédném zasedani
dne 16. prosince 2015 byla opét zvolena jeji predsedkyni.

Ing. Ladislav Havel
mistopredseda dozorci rady

Vystudoval Ceské vysoké udeni technické, zastava funkci
feditele odboru elektroenergetiky na Ministerstvu primyslu

a obchodu. Ve spolecnosti OTE plsobi od 26. 4. 2001, ¢lenem
predstavenstva byl od 30. 9. 2004, od 22. 10. 2004 do 1. 6. 20N
byl predsedou predstavenstva. Clenem dozoréf rady se

stal 1. 8. 201, kdy byl zvolen predsedou. Od 31 fijna 2011 je
mistopfedsedou dozordi rady.

Ludmila Petranova
Chairwoman of the Supervisory Board

Mrs. Petrariova graduated from Czech Technical University,

the Faculty of Nuclear Sciences and Physical Engineering. She
has worked in the energy sector since 1983, first in Prazska
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, a.s. where in 2001 she
became CEO and Chairwoman of the Board of Directors until
20086. Mrs. Petranova 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 20M1-2013 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. Petranové was re-elected the board's Chair.

Ladislav Havel
Vice-chairman of the Supervisory Board

Mr. Havel graduated from Czech Technical University and holds

the position of Director of the Power 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.

Organy spolecnosti
Statutory Bodies
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Ing. Oldfich Petrzilka
¢len dozorci rady

Vystudoval plynarenstvi na Vysoké skaole chemicko-
technologické v Praze. V letech 2010 az 2012 byl prezidentem
Ceské plynarenské unie. V uplynulych letech plisobil jako senior
manager a plynarensky expert konzulta¢ni spolecnaosti Deloitte
v Praze. Pfed nastupem k Deloitte pracoval 22 let v riznych
funkcich v ¢eském plynarenstvi, predevsim v oblasti koncepce
a strategie. Tri roky pdsobil jako reditel odboru plynarenstvi

a kapalnych paliv na Ministerstvu prdmyslu a obchodu.

Ve spolecnosti OTE pUsobil jako ¢len predstavenstva

od 23. 8. 2009 do 1. 6. 2011. Dne 1. ¢ervna 2011 se stal ¢lenem
dozor¢i rady a do 31.10. 2011 byl jejim mistopredsedou.

Ing. Vladimir Bartl, MBA
¢len dozorci rady

Vystudoval Vysokou skolu strojni a textilni v Liberci a dale
absolvaval studium MBA na Vysoké skole ekonomické v Praze.
V letech 1987 az 2006 pUsobil v raznych funkcich ve statnim
podniku, pozdéji akciové spole¢nosti Chemopetrol, v letech
1994 a7 1999 jako vykonny feditel Chemopetrol, a.s., od roku
1999 do roku 2006 jako reditel Chemopetrol BM, a.s. V letech
2007 az 201 pracoval jako vrchni feditel Useku dopravneé-
silni¢niho na Ministerstvu dopravy. V letech 2011 az 2015
pracoval na Ministerstvu prdmyslu a obchodu jako reditel
sekce podnikani, od ledna 2015 zastava funkci reditele odboru
postovnich sluzeb a informacni spole¢nosti. Ve spolecnosti OTE
byl ¢lenem dozor¢i rady od 1. ¢ervna 2011 do 1. ervna 2016.

Be. Lukas Zidek
¢len dozorci rady

Vystudoval Fakultu strojniho inzenyrstvi, Ustav dopravniho
inZenyrstvi na Vysokém uceni technickém v Brné. V letech
2007 az 2008 pusobil ve strojirenské divizi spole¢nosti

ALTA, a.s. V letech 2008 az 2013 pracoval ve vyvoji spolecnosti
MOTORPAL, a.s. V soucasné dobé plsobi ve spole¢naosti Valeo
Compressor Europe, s.r.o., jako R&D Project team manager.

Ve spale¢naosti OTE byl ¢lenem dozorci rady od 1. €ervna 2011
do 1. ¢ervna 2016.

Vyroéni zprava 2016
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Oldrich 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 Liguid

Fuels department of the Ministry of Industry and Trade. In OTE, he
was member of the Board of Directors from 23 September 2009

to 1June 2011. On 1 June 2011 he was elected member of the
Supervisory Board and until 31 October 2011 served as its
Vice-chairman.

Vladimir Bartl
Member of the Supervisory Board

Mr. Bartl graduated from Technical University of Liberec and
continued his MBA studies at University of Economics in Prague.
In 1987-2006 he held various pasitions in the state enterprise
Chemopetrol, later converted into a joint-stock company, including
the positions of Executive Director of Chemopetrol, a.s. from

1994 to 1999 and Director of Chemopetrol BM, a.s. from 1999 to
2006. In 2007-2011 he was Senior Director of the Road Transport
department of the Ministry of Transport. In 2011-2015 he headed
the Business section of the Ministry of Industry and Trade and in
January 2015 he was appointed Director of the Postal Services and
Information Society division. He was member of OTE's Supervisory
Board from 1 June 2011 to 1 June 2016.

Lukas Zidek
Member of the Supervisory Board

Mr. Zidek graduated from the Faculty of Mechanical Engineering,
the Institute of Transport Engineering, at Technical University

in Brno. In 2007-2008 he worked at the Engineering division of
ALTA, a.s. In2008-2013 he joined the Development division of
MOTORPAL, a.s. Currently he holds the position of R&D Project
Team Manager of Valeo Compressor Europe, s.r.o. He was member
of QOTE's Supervisory Board from 1 June 2011 to 1 June 2016.



Ing. Jaroslav Kubovic
¢len dozorci rady

Vystudoval Ceské vysoké ucenf technické v Praze, Fakultu
strojniho inZenyrstvi, poté byl zaméstnan ve statnim podniku
Poldi Kladno. Od roku 1992 pracuje ve statni spravé v oblasti
hospodareni s majetkem statu a jeho privatizace. Do roku 1996
byl zaméstnancem Ministerstva pro spravu narodniho majetku
a jeho privatizaci, od 1. 7. 1996 do 31. 8. 2014 Ministerstva
financi. Od 1. 9. 2014 pUsobi na Ministerstvu pramyslu

a obchodu, v soucasné dobé zastavé funkci vedouciho oddéleni
majetkovych Ucasti. Vzhledem ke svému zaméreni zastupoval
stat v nekolika prevazné energetickych spole¢nostech,

od 20. Unora 2015 je ¢lenem dozorci rady OTE.

Ing. Jifi Maceska
¢len dozorci rady

Vystudoval vysokou skolu ekonomickou v Praze, Fakultu
obchodni, obor zahrani¢ni obchod. Profesni kariéru zahéjil

v PZ0O Strojexport, potom pracoval na nekolika pozicich

na Ministerstvu zahrani¢niho obchodu a Ministerstvu primyslu
a obchodu, kde zastaval rizné manaZzerskeé funkce. Pasobil

ve funkci predsedy dozoréi rady Ceské exportni banky, a.s.,
Exportni, garan¢ni a pojistovaci spole¢nosti, a.s., a jako
velvyslanec CR pii OECD. Po ndvratu pracoval na Ministerstvu
financi. Zastéaval funkce v dozoréich radach spoleénosti Ceska
posta, a.s., CEPS, a.s., a CEPS Invest, a.s. V soutasné dobé je
mistopredsedou dozoréi komise Rady Ceské televize. V dozoréf
radé OTE je od 21.12. 2016.

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 PZ0 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 Supervisary Board of the Ceské exportni banky, a.s. and the
Exportni, garan¢ni a pojistovaci spole¢nost, a.s. Following his tenure
as Czech Ambassador to the OECD, he worked at the Ministry of
Finance. He served on supervisory boards of Ceska posta, a.s.,
CEPS, a.s. and CEPS Invest, a.s. Currently he is Vice-chairman of
the Supervisory Commission of Czech Television Council. He was
elected to OTE's Supervisory Board on 21 December 2016.

Organy spolecnosti
Statutory Bodies
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Foto (zleva) * Photo (from left to right):

Ing. Igor Chemisinec, Ph.D., MBA, ¢len predstavenstva + Member of the Board of Directors
Ing. Michal Ivanek, mistopiedseda predstavenstva - Vice-Chairman of the Board of Directors
Ing. Ales Tomec, predseda predstavenstva « Chairman of the Board of Directors
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Ing. Ales Tomec
predseda predstavenstva

Je absolventem Fakulty elektrotechnické Ceského vysokého
uceni technického, oboru konstrukce elektrickych strojd.

Pao $kole nastoupil do podniku zahrani¢niho obchodu
Skodaexport, aby v roce 1983 vstoupil do energetiky, konkrétng
na tehdejsi dispedink statniho podniku Ceské energetické
z&vody, kde postupné prosel vSemi vyznamnymi pracovisti.
Od roku 1991 ptisobil na spoleéném Cesko-slovenském
energetickém dispecinku, od kvétna 1994 zastaval funkci
Yeditele Ustiedniho dispetinku. Od 22. 2. 1996 do 29. 1. 1998
byl ¢lenem predstavenstva CEZ, a. s., a sougasné vykonnym
feditelem Divize pfenosove soustavy a zastupcem generalniho
reditele. Nasledné do listopadu roku 2001 byl generalnim
feditelem a predsedou predstavenstva spoletnosti CEPS, a.s.
V letech 2001 az 2006 pUsobil mimo jiné také v orgadnech
spole¢nosti Operator trhu s elektrinou, a.s. V letech 2002

az 2006 byl feditelem Elektraren vodnich dél spole¢nosti

CEZ, a. s. Do kvétna roku 2015 plisobil ve spole¢nosti
Siemens, konkrétné v pozici Country Sector Lead of Division's
Fossil Power Generation, Renewables, Fossil Service and
Transmission. Clenem predstavenstva spole¢nosti OTE se stal
dne 2. 6. 2015 a byl zvolen jeho predsedou.

Ing. Michal Ivanek
mistopredseda predstavenstva

Vystudoval Vysokou skolu barskou, Technickou univerzitu
Ostrava, obor podnikatelstvi a management na Ekonomické
fakulté. V letech 2001 az 2002 pracoval ve spolec¢nosti
Polovodice, a.s., jako ekonom. Ve spolecnosti OTE pUsobil

od 1. 7. 2002 v raznych funkcich v rdmci ekonomického Useku

a od 1.10. 2006 do 30. 8. 2011 jako senior manazer financovani
a Udetnictvi. Clenem predstavenstva se stal dne 1. 6. 2011 a byl
zvolen jeho mistopredsedou.

Ing. Igor Chemisinec, Ph.D., MBA
¢len predstavenstva

V roce 2002 absolvoval Elektrotechnickou fakultu Ceského

vysokého uceni technického v Praze, katedru elektroenergetiky.

V roce 2005 ukoncil doktorské studium na téze katedre
obhajobou disertacni prace. V roce 2010 absolvoval Master

of Business Administration Program (MBA) na Czech
Management Institute v Praze. V letech 2000 az 2005 pracoval
ve spole¢nosti CEZ, a. s., v oblasti pfipravy provozu zdroj

a optimalizace portfolia zdrojd. Ve spolec¢nosti OTE pUsobil

od 1. 9. 2005 v oddéleni podpory provozu a od 1. 10. 2006

do 30. 6. 20711 v pozici senior manazera zodpovédného

za oblast strategie bilancovani nabidky a poptévky. Clenem
predstavenstva se stal dne 1. 6. 2011.

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 Operator 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 Ivanek
Vice-Chairman of the Board of Directors

Mr. lvanek 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. 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 QTE, first in the Operations Support department, and from

-
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VYBOR PRO AUDIT
AUDIT COMMITTEE

VYBOR PRO AUDIT K 31. 12. 2016 AUDIT COMMITTEE AT 31 DECEMBER 2016

Foto (zleva) * Photo (from left to right):

Ing. Petr €ermak, ¢len vyboru pro audit + Member of the Audit of Commitee

Ing. Ladislav Langr, predseda vyboru pro audit - Chairman of the Audit of Commitee
Ing. Michal Brandejs, ¢len vyboru pro audit + Member of the Audit of Commitee
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Ing. Ladislav Langr
predseda vyboru pro audit

Vystudoval Vysokou skolu ekonomickou v Praze. Do roku 1993
pracoval na Ministerstvu financi, podilel se na pfipravach
Ucetnich predpist a byl odpovédny za pfipravu navrhu zakona
o auditorech. Od roku 1993 pracoval jako auditor, pozdéji jako
partner pro audit u spole¢nosti Arthur Andersen a v letech
2002 az 2006 u spole¢nosti Ernst & Young. Byl zaméren

na audit jak podle ¢eskych, tak podle mezinarodnich Ucetnich
a auditorskych standardd. Ved| rovnéz fadu due diligence,
investicnich provérek a projektd interniho auditu pro své
klienty. V letech 1990-1994 zastupoval Ceskou republiku

v pracavnich skupindch OSN a OECD pro mezinarodni Ucetni
standardy. Podilel se na zalozeni Komory auditor(i CR, pdsobil
jako viceprezident a od roku 1998 do roku 20071 jako prezident
Komory auditortl CR (KACR). Zastupoval KACR v evropskych

i svétovych profesnich organizacich FEE a IFAC. VV obdobi

let 2008 az 2014 byl zvolen za ¢lena vyboru pro audit Rady
Evropy. Ma zkusenosti z vedeni vybord pro audit v bankovnictvi
a v energetice. Ve spole¢nosti OTE je pfedsedou 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 rizeni. Byl statutarnim auditorem
Komory auditor(i Ceské republiky a je Certifikovanym internim
auditorem. V letech 1991 az 2013 pracoval ve spole¢nosti
Deloitte v oddéleni auditu, z toho v letech 2001 az 2013

na pozici partnera. Vedl fadu financ¢nich a internich audit(

a hloubkovych provérek (due diligence) v Ceské republice

a regionu stredni a vychodni Evropy. V letech 2014 a7 2016
byl mistoptedsedou dozor&l komise Komory auditorti Ceské
republiky. Od roku 2016 pracuje v kantrolnim oddéleni Rady
pro verejny dohled nad auditem. Od roku 2016 je ¢lenem Vyboru
pro audit spole¢nosti OTE.

Ladislav Langr
Chairman of the Audit of Commitee

Mr. Langr graduated from University of Economics in Prague.

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
20071, 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 of the Audit of Commitee

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 2016 he joined the control department of the Council for
Public Audit Oversight. Since 2016 he has been a member of OTE's
Audit Committee.

Vybor pro audit
Audit Committee
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Ing. Petr Cermak
¢len vyboru pro audit

Vystudoval Vysokou skolu ekonomickou v Praze, Fakultu
narodohospodaiskou, obor ekonomické informace a kontrola
zamereny predevsim na oblast U¢etnictvi. Po absolvaovani
vysoké skaly pracoval na Federalnim ministerstvu financi

v oblasti metodiky Ucetnictvi a finan¢né pravnich predpist.

V roce 1991 nastoupil na nove zfizené Ministerstvo pro spravu
narodniho majetku a jeho privatizaci, kde pUsobil nejprve

jako reditel metodického odboru a potom se stal ndméstkem
ministra. V roce 1994 byl jmenovan prvnim mistopredsedou
vykonného vyboru Fondu narodniho majetku. Do jeho
kompetence patfilo predevsim feSeni metodickych probléma
privatizace a rizeni ekonomické a prévni sekce a sekce vnitini
spravy. V letech 1995 a7 1998 byl rovnéz mistopredsedou
dozorci rady Komercéni banky, a.s., a ¢lenem dozorci rady
spole¢nosti Unipetrol, a.s. V roce 1998 opustil statni spravu

a stal se statutarnim auditorem auditorské spole¢nosti
Arthur Andersen. V letech 2000 az 2001 se stal ¢lenem
predstavenstva a ekanomickym reditelem nove vznikajicf
telekomunikacni spolecnosti Callino a.s. Od roku 2002 pracuje
jako samostatny ekonomicky poradce. Od roku 2016 je ¢lenem
Vyboru pro audit spole¢nosti OTE.

Vyroéni zprava 2016
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Petr Cermak
Member of the Audit of Commitee

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 DOZORCIi RADY

REPORT OF THE SUPERVISORY BOARD

Dozorci rada akciové spole¢nosti OTE v roce 2016 vykonavala
¢innosti v souladu se stanovami spolecnosti a podle zékona

¢. 90/2012 Sb., o obchodnich spole¢nostech a druzstvech
(zékon o obchodnich korporacich), v platném znéni, tj. dohlizela
na uskutecnovani podnikatelské ¢innosti spole¢nosti

a na vykon pasobnosti predstavenstva.

Kontrolni ¢innost dozoréi rady v roce 2016 byla zamérena
zejména na plnéni funkci spole¢nosti z hlediska § 20a (operator
trhu) zékona ¢. 458/2000 Sb., o podminkéch podnikani

a o vykonu statni spravy v energetickych odvétvich a o zmené
nékterych zédkond (energeticky zakon), v platném znéni, § 5
(Narodni sprévce rejstriku obchodovani s povolenkami) zédkona
¢. 383/2012 Sb., 0 podminkach obchodovéni s povolenkami

na emise sklenikovych plynd, v platném znéni a dale plnéni
funkef OTE dle zdkona ¢. 165/2012 Sb., 0 podporovanych
zdrojich energie o zmené nékterych zakond, v platném znéni.

U téchto ¢innosti kontrolovala take jejich personalni zajistent,
financovani spole¢nosti a jeji hospodareni, véetné vyhledu
hospodareni a rozvoje spole¢nosti na dalsi obdobi.

Padle prislusnych ustanoveni stanov spole¢nosti prezkoumala
dozor¢i rada ro¢ni Ucetni zaveérku k 31. 12. 2016, ovérenou
auditorskou spole¢nosti Ernst & Young Audit, s.r.o. Dozor¢i
rada dospéla k zaveru, Zze Ucetni zavérka k 31. 12, 2016

ve vsech vyznamnych chledech podévé vérny a poctivy obraz
aktiv, zavazkUl, vlastniho kapitdlu a finan¢ni situace akciové
spole¢nosti OTE a vysledku hospodareni za rok 2016 v souladu
se zadkonem o Ucetnictvi a prislusnymi pravnimi predpisy.

Vyroéni zprava 2016
Annual Report 2016

In 2016, the Supervisory Board of the joint stock company OTE
performed its tasks pursuant to the Company's Articles of
Association and Act No. 30/2012 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 2016 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 Call, 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 an 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
Financial Statements for the year ended 31 December 2016, audited
by Ernst & Young Audit, s.r.o. The Supervisory Board came to

the conclusion that the Financial Statements for the year ended

31 December 2016 provide, in all material respects, a true and fair
statement of assets, liahilities, shareholder's equity and financial
position of OTE and its financial results for 2016, pursuant to the
Act on Accounting and the relevant legal regulations.



Dozor¢i rada doporucuje jedinému akcionari ro¢ni ucetnf
zaverku za rok 2016 schvalit. Dozor¢i rada prezkoumala navrh
na rozdéleni zisku za rok 2016 a doporucuje jej jedinému
akcionari schvalit.

Dozorci rada déle prezkoumala zpravu o vztazich mezi
propojenymi osobami zpracovanou podle § 82 zékana

¢. 90/2012 Sb., o obchodnich korporacich. Dozor¢i rada
konstatuje, Zze neshledala Zadné skutec¢nasti, které by ji vedly
k nazoru, ze zprava obsahuje nespravnosti.

V Praze dne 26. 04. 2017

vz

Ing. Ludmila Petranova
predsedkyné dozaréi rady
Supervisory Board Chair

The Supervisory Board recommends the sole shareholder to
approve the Financial Statements for 2016. The Supervisory Board
has reviewed the proposal for distribution of profits for 2016 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, 26 April 2017

Report of the Supervisory Board

Zprava dozor¢i rady
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ZPRAVA 0 AUDITU
AUDITOR'S REPORT

Akcionéri spolec¢nosti OTE, a.s.:

Vyrok auditora

Provedli jsme audit pfilozené Ucetni zavérky spolec¢nasti

OTE, a.s., (,Spoletnost") sestavené na zékladé eskych
Ucetnich predpisy, které se sklada z rozvahy k 31. prosinci 2016,
vykazu zisku a ztraty, prehledu o zménach vlastniho kapitalu

a prehledu o penéznich tocich za rok konéici 31. prosince 2016,
a pfilohy této Ucetni zaverky, které obsahuje popis pouzitych
podstatnych Gcetnich metod a dalsi vysvetlujici informace.
Udaje o Spolednosti jsou uvedeny v bodé 1 piilohy této Ggetni
zaverky.

Podle naseho nazoru prilozena ucetni zavérka podava verny

a poctivy obraz aktiv a pasiv Spolec¢nosti k 31. prosinci 2016

a nakladd a vynosu a vysledku jejiho hospodareni a penéznich
tokd za rok koncici 31. prosince 2016 v souladu s ¢eskymi
Ucetnimi predpisy.

Zaklad pro vyrok

Audit jsme provedli v souladu se zédkanem o auditorech

a standardy Komory auditord Ceské republiky pro audit,
kterymi jsou mezinarodni standardy pro audit (ISA) pifpadné
doplnéné a upravené souvisejicimi aplikacnimi dolozkami. Nase
odpovednost stanovena témito predpisy je podrobnéji popséna
v oddilu Odpovédnost auditora za audit Ucetni zaverky.

V souladu se zakonem o auditorech a Etickym kodexem
ptijatym Komorou auditort Ceské republiky jsme na Spole¢nosti
nezavisli a spinili jsme i dalsi etické povinnosti vyplyvajici

z uvedenych predpist. Domnivame se, Ze dikazni informace,
ktere jsme shromazdili, poskytuji dostate¢ny a vhodny zaklad
pro vyjadreni naseho vyroku.

Ostatni informace

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

o0 auditorech informace uvedené ve vyroc¢ni zpravé mimo Ucetni
zaverku a nasi zpravu auditora. Za ostatni informace odpovida
predstavenstvo Spole¢nosti.

N&s vyrok k ucetni zévérce se k ostatnim informacim
nevztahuje. Pfesto je vsak soucasti nasich povinnostf
souvisejicich s auditem Ucetni zévérky sezndmeni se

s ostatnimi informacemi a posouzeni, zda ostatni informace
nejsou ve vyznamném (materidinim) nesouladu s ucetni
zéveérkou ¢i nasimi znalostmi o Ucetni jednotce ziskanymi

Vyroéni zprava 2016
Annual Report 2016

To the Shareholder of OTE, a.s..

Opinion

We have audited the accompanying financial statements of

QTE, a.s. (the Company) prepared in accordance with accounting
principles generally accepted in the Czech Republic, which
comprise the balance sheet as at 31 December 2016, and the
income statement, statement of changes in equity and statement
of cash flows far the year then ended, and notes to the financial
statements, including a summary of significant accounting policies
and other explanatory information. For details of the Company, see
Note 1to 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 2016, and of its financial performance and its cash flows
for the year then ended in accordance with accounting principles
generally accepted in the Czech Republic.

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, which are International Standards on Auditing (ISAs), as
amended by the related application clauses. Our responsibilities
under this law and regulation 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.

Other Information

In compliance with Section 2(b) of the Act on Auditors, the other
information comprises the information included in the Annual Report
other than the financial statements and auditor's report thereon.
The Board of Directors is responsible for the other information.

Our opinion on the financial statements does not cover the

other infarmation. 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



béhem auditu Ucetni zavérky nebo zda se jinak tyto informace
nejevi jako vyznamné (materiding) nespravné. Také posuzujeme,
zda ostatni informace byly ve véech vyznamnych (materidlnich)
ohledech vypracovany v souladu s prislusnymi pravnimi
predpisy. Timto posouzenim se rozumi, zda ostatni informace
splfuji pozadavky pravnich predpist na formalni naleZitosti

a postup vypracovani ostatnich informaci v kontextu
vyznamnosti (materiality), tj. zda pfipadné nedodrZeni
uvedenych pozadavkl by bylo zplsobilé ovlivnit Usudek ¢inény
na zakladé ostatnich informaci.

Na zékladé provedenych postupt, do miry, jiz dokdzeme

posoudit, uvadime, ze:

- ostatniinformace, které popisuji skute¢nosti, jez jsou téz
predmétem zobrazeni v Uc¢etnf zavérce, jsou ve vSech
vyznamnych (materiélnich) ohledech v souladu s G&etni
z4veérkou a

- ostatniinformace byly vypracovany v souladu s pravnimi
predpisy.

Dale jsme povinni uvést, zda na zakladé poznatkd a povedomi
0 Spole¢nosti, k nimz jsme dospéli pti provadeni auditu,
ostatni informace neobsahuji vyznamné (materiaini) vécné
nespravnosti. V ramci uvedenych postupl jsme v obdrZzenych
astatnich informacich zadné vyznamné (materiélni) vécné
nespravnosti nezjistili.

Odpovédnost predstavenstva a dozorci rady Spoleénosti
za Géetni zavérku

Predstavenstvo Spolecnosti odpovida za sestaveni uc¢etni
zaveérky podavajici vérny a poctivy obraz v souladu s ¢eskymi
Ucetnimi predpisy, a za takavy vnitini kontrolni systém, ktery
povazuje za nezbytny pro sestaveni Ucetni zavérky tak, aby
neobsahovala vyznamné (materidlni) nespravnosti zpdsobené
podvodem nebo chybou.

Pri sestavovani Ucetni zaveérky je predstavenstvo Spolec¢nosti
povinno posoudit, zda je Spolec¢nost schopna nepretrzite
trvat, a pokud je to relevantni, popsat v pfiloze Ucetni zavérky
zalezitosti tykajici se jejiho nepretrzitého trvani a pouziti
predpokladu nepretrzitého trvani pfi sestaveni Ucetni zaverky,
s vyjimkou pripadt, kdy predstavenstvo planuje zruseni
Spole¢nosti nebo ukanceni jeji ¢innosti, resp. kdy nema jinou
realnou moznost nez tak ucinit.

Za dohled nad procesem ucetniho vykaznictvi ve Spole¢nosti
odpovida dozord¢i rada.

misstated. In addition, we assess whether the other information
has been prepared, in all material respects, in accordance with
applicable law or regulation, in particular, whether the other
information complies with law or regulation in terms of formal
requirements and procedure for preparing the other information in
the context of materiality, i.e. whether any non-compliance with
these 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:

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

+ The other information is prepared in compliance with applicable
law or regulation.

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 Company's Board of Directors

and Supervisory Board for the Financial Statements

The Board of Directors is responsible for the preparation and

fair presentation of the financial statements in accordance with
accounting principles generally accepted in the Czech Republic and
for such internal contraol as the Board of Directors 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 Board of Directors is
responsible for assessing the Company's ahility to continue as

a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless
the Board of Directors either intends to liquidate the Company or to
cease operations, or has/have no realistic alternative but to do so.

The Supervisory Board is responsible for overseeing the Company's
financial reporting process.

Zprdva o auditu
Auditor's Report
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Odpovédnost auditora za audit Géetni zavérky

Nasim cilem je ziskat primérenou jistotu, ze ucetni zaveérka
jako celek neobsahuje vyznamnou (materialni) nesprévnost
zpUsobenou podvodem nebo chybou a vydat zpravu auditora
obsahujici nds vyrok. Primérena mira jistoty je velka mira
jistoty, nicméné neni zarukou, Ze audit provedeny v souladu

s vyse uvedenymi predpisy ve vSech pfipadech v ucetni
zévérce odhali pFipadnou existujici vyznamnou (materialnf)
nespravnost. Nesprévnosti mohou vznikat v dtsledku podvodd
nebo chyb a povazuji se za vyznamné (materidlni), pokud Ize
realné predpokladat, Ze by jednotlivé nebo v souhrnu mohly
ovlivnit ekonomicka rozhodnuti, kterd uzivatelé ucetni zaverky
na jejim zakladé pfijmou.

Pri provadeni auditu v souladu s vyse uvedenymi predpisy

je nasf povinnosti uplatrfovat béhem celého auditu odborny

Usudek a zachovavat profesni skepticismus. Déle je nasi

povinnostf:

« ldentifikovat a vyhodnotit rizika vyznamné (materidini)
nespravnosti Ucetni zaverky zplisobené podvodem nebo
chybou, navrhnout a proveést auditorské postupy reaguijici
na tato rizika a ziskat dostate¢né a vhodné dikaznf
informace, abychom na jejich zakladé mohli vyjadrit vyrok.
Riziko, ze neodhalime vyznamnou (materiéIni) nesprédvnost,
k niz doslo v disledku podvodu, je vétsi nez riziko neodhalent
vyznamné (materidini) nespravnosti zplsobené chybou,

protoze soucésti podvadu mohou byt tajné dohody, falSovani,

umyslna opomenuti, nepravdiva prohlaseni nebo obchazeni
vnitfnich kontrol.

- Seznamit se s vnitinim kantrolnim systémem Spole¢nosti
relevantnim pro audit v takovém rozsahu, abychom mohli
navrhnout auditorské postupy vhodné s ohledem na dané
okolnosti, nikoli abychom mohli vyjadrit nazor na U¢innost
jejiho vnitrniho kontrolniho systému.

- Posoudit vhodnost pouzitych ucetnich pravidel, pfimérenost
provedenych Gcetnich odhadl a informace, které v této
souvislosti predstavenstvo Spole¢nosti uvedlo v priloze
ucetni zaveérky.

Vyroéni zprava 2016
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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 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 law or regulation,

we exercise professional judgment and maintain professional

skepticism throughout the audit. We also:
ldentify and assess the risks of material misstatement of the
financial statements, whether due to fraud or errar, 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.
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.

- Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the Board of Directors.



- Posoudit vhodnost pouZiti predpokladu nepretrzitého
trvani pri sestaveni Ucetni zavérky predstavenstvem, a zda
s ohledem na shromazdéné dikazni informace existuje
vyznamna (materidini) nejistota vyplyvajici z udélosti nebo
podminek, které mohou vyznamné zpochybnit schopnost
Spole¢nosti nepretrzité trvat. Jestlize dojdeme k zavéruy,
7e takova vyznamnd (materiélni) nejistota existuje, je nasi
povinnosti upozornit v nasi zpravé na informace uvedengé
v této souvislosti v pfiloze ucetni zavérky, a pokud tyto
informace nejsou dostatecné, vyjadfit modifikovany
vyrok. Nase zavery tykajici se schopnosti Spole¢nosti
nepretrzité trvat vychazeji z dikaznich informaci, které
jsme ziskali do data nasi zpravy. Nicméné budouci udalosti
nebo podminky mahou vést k tomu, Ze Spole¢nost ztrati
schopnost nepretrzité trvat.

- Vyhodnotit celkovou prezentaci, ¢lenéni a obsah ucetni
zaverky, vcetné prilohy, a dale to, zda Ucetni zavérka
zobrazuje podkladové transakce a udalosti zplsobem, ktery
vede k vérnému zobrazent.

Nasi povinnostf je informovat predstavenstvo a dozoréf
radu mimo jiné o planovaném rozsahu a na¢asovani auditu

a o vyznamnych zjisténich, ktera jsme v jeho prtbéhu ucinili,
véetné zjisténych vyznamnych nedostatkd ve vnitfnim
kontrolnim systému.

Ehut & by

Ernst & Young Audit, s.r.o.
evidencni ¢. 401+ License No. 401

—
~

M.MA7

Josef Pivoiika,
statutarni auditor
evidencni ¢. 1963 - License No. 1963

23. brezna 2017 + 23 March 2017
Praha, Ceska republika « Prague, Czech Republic

+ Conclude on the appropriateness of the Board of Directors' 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.

- 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.

We communicate with the Board of Directors and the Supervisory
Board regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during
our audit.

Zprdva o auditu
Auditor's Report
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ROZVAHA V PLNEM ROZSAHU K 31. 12. 2016
BALANCE SHEET IN FULL FORMAT
AS AT 31 DECEMBER 2016

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

Skutecnost v Géetnim obdobi
Actual figures in period

bézném minulém
current prior
Oznaéeni Brutto Korekce Netto Netto
Label AKTIVA » ASSETS Gross Allowances Net Net
AKTIVA CELKEM * TOTAL ASSETS 12 816 782 987 355 11829 427 14 124 645
Pohledavky za upsany zakladni kapital
A. Stock subscription receivable 0 0 0 0
Dlouhodoby majetek ¢ Fixed assets 878 472 814 246 64 226 131262
I Dlouhodoby nehmotny majetek ¢ Intangible fixed assets 815 908 767 369 48 539 108 326
Nehmotné vysledky vyzkumu a vyvoje
B. | 1 Research and development 0 0 0 0
2. Ocenitelna préva + Valuable rights 754 648 728 115 26 533 68 564
1 Software + Software 754 648 728 M5 26 533 68 564
2. Ostatni ocenitelna prava - Other valuable rights 0 0 0 0
3. Goodwill » Goodwill 0 0 0 0
Ostatni dlouhodoby nehmotny majetek
4, Other intangible fixed assets 60 900 39 254 21646 29 481
Poskytnuté zalohy na dlouhodoby nehmotny majetek
a nedaokoncéeny dlouhodoby nehmotny majetek
Advances granted for intangible fixed assets and intangible
5. fixed assets in progress 360 0 360 10 281
Poskytnuté zalohy na dlouhodoby nehmotny majetek
1 Advances granted for intangible fixed assets 0 0 0 0
Nedokanceny dlouhodoby nehmotny majetek
2. Intangible fixed assets in progress 360 0 360 10 281
1. Dlouhodoby hmotny majetek * Tangible fixed assets 62 564 46 877 15 687 22 936
Il 1. Pozemky a stavby + Land and buildings 3607 3607 0 0
1 Pozemky « Land 0 0 0 0
2. Stavby - Buildings 3607 3607 0 0
Hmotné movité véci a jejich soubory
2. Movable assets and sets of movable assets 58 957 43 270 15 687 3762
Ocenovaci rozdil k nabytému majetku
3. Gain or loss on revaluation of acquired property 0 0 0 0
4, Ostatni dlouhodoby hmotny majetek - Other tangible fixed assets 0 0 0 0
1 Péstitelské celky trvalych porostl « Perennial crops 0 0 0 0
2. Dospéléd zvitata a jejich skupiny - Livestock 0 0 0 0
Jiny dlouhodoby hmotny majetek
3. Miscellaneous tangible fixed assets 0 0 0 0

Vyroéni zprava 2016
Annual Report 2016



Skutecnost v iéetnim obdobi
Actual figures in period

bézném minulém
current prior
Oznaceni Brutto Korekce Netto Netto
Label AKTIVA « ASSETS Gross Allowances Net Net
Poskytnuté zalohy na dlouhodoby hmotny majetek
a nedokaonc¢eny dlouhodoby hmotny majetek
Advances granted for tangible fixed assets and tangible fixed
5. assets in progress 0 0 0 19174
Poskytnuté zalohy na dlouhodoby hmotny majetek
Advances granted for tangible fixed assets 0 0 0 0
Nedokonceny dlouhodoby hmotny majetek
Tangible fixed assets in progress 0 19174
B. 1l Dlouhodoby finanéni majetek ¢ Long-term investments 0 0
Podily — ovlddana nebo ovladajici osoba
B. 1l 1 Shares in subsidiaries or parents 0 0 0 0
Z&pUjcky a Uvéry — ovladana nebo ovladajici osoba
2. Loans and borrowings to subsidiaries or parents 0 0
3. Podily — podstatny vliv » Shares in associates 0 0 0
Z&pUjcky a Uvéry — podstatni vliv
4, Loans and borrowings to associates 0 0 0 0
Ostatni dlouhodobé cenné papiry a podily
5. Other long-term securities and interests 0 0
6. Zapujcky a Uvéry — ostatni + Loans and borrowings — other 0 0
Ostatni dlouhodoby finan¢ni majetek
7. Other long-term investments 0 0 0 0
Jiny dlouhodoby finan¢ni majetek
Miscellaneous long-term investments 0 0 0 0
Poskytnuté zalohy na dlouhodoby finanéni majetek
Advances granted for long-term investments 0 0 0 0
Obézna aktiva * Current assets 11698 580 173 109 11525 471 12 860 870
c. 1 Zasoby ¢ Inventories 0 0 0 0
I 1. Material « Materials 0 0 0 0
Nedokoncena vyroba a polotovary
2. Work in progress and semi-finished production 0 0 0 0
3. Vyrobky a zboZi « Finished products and goods 0 0 0 0
Vyrobky + Finished products 0 0 0 0
Zbozi + Goods 0 0 0 0
4, Mlad4 a ostatni zvitata a jejich skupiny + Livestock 0 0 0 0
5. Poskytnuté zalohy na zasoby - Advances granted for inventories 0 0 0 0

Rozvaha v pIném rozsahu
Balance Sheet in Full Format
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Skuteénost v iéetnim obdobi
Actual figures in period

bézném minulém
current prior
Oznaéeni Brutto Korekce Netto Netto
Label AKTIVA « ASSETS Gross Allowances Net Net
. Pohledavky ¢ Receivables 9 017 507 173 109 8 844 398 8 219 656
Il 1. Dlouhodobé pohledavky « Long-term receivables 14738 0 14738 14 006
1 Pohledavky z obchodnich vztaht - Trade receivables 0 0 0 0
Pohledavky — ovlddana nebo ovladajici osaba
2. Receivables from subsidiaries or parents 0 0 0 0
3. Pohledavky — podstatny vliv « Receivables from associates 0 0 0 0
4, OdloZzené danova pohledavka - Deferred tax asset 14731 0 14731 13 999
5. Pohledavky ostatni « Other receivables 7 0 7 7
51.  Pohledavky za spole¢niky « Receivables from partners 0 0 0 0
5.2. Dlouhodobé poskytnuté zalohy - Long-term advances granted 7 0 7 7
5.3.  Dohadné ucty aktivni « Unbilled revenue 0 0 0 0
5.4, Jiné pohledavky « Miscellaneous receivables 0 0 0 0
c. | 2 Kratkodobé pohledavky « Short-term receivables 9 002 769 173109 8829 660 8 205 650
1. Pohledavky z abchodnich vztaht - Trade receivables 314 719 24 314 695 248 628
Pohledavky — ovladana nebo ovladajici osoba
2. Receivables from subsidiaries or parents 0 0 0 0
3. Pohledavky — podstatny vliv « Receivables from associates 0 0 0 0
Pohledavky — ostatni » Other receivables 8 688 050 173 085 8 514 965 7 957 022
4. Pohledavky za spolecniky « Receivables from partners 0 0 0 0
Socidlni zabezpeceni a zdravotni pojisteéni
4.2, Social security and health insurance 0 0 0 0
Stat — darove pohledavky
4.3, Due from government — tax receivables 9702 0 9702 7 468
4.4, Krétkodobé poskytnuté zélohy - Short-term advances granted 200191 0 200191 1335 467
4.5, Dohadne ucty aktivni « Unbilled revenue 212 81 0 212 8M 210 870
4.6. Jiné pohledavky * Miscellaneous receivables 8 265 346 173 085 8 092 261 6 403 217
c. m Kratkodoby finanéni majetek * Short-term financial assets 250 000 0 250 000 500 000
Podily — ovlddana nebo ovladajici osoba
1. Shares in subsidiaries or parents 0 0 0 0
Ostatni kratkodoby finanéni majetek
2. Other short-term financial assets 250 000 0 250 000 500 000
cC. 1Iv. Penézni prostiedky ¢ Cash 2431073 0 2431073 4141 214
1. Penézni prostfedky v pokladné « Cash in hand 178 0 178 13
2. Penéznf prostfedky na uctech « Cash at bank 2 430 895 0 2 430 895 4141101
I Casové rozliseni aktiv * Prepaid expenses and accrued income 239 730 0 239 730 1132 513
D. | 1 Néklady pristich obdobi « Prepaid expenses 509 0 509 955
Komplexni néklady pristich obdobf
2. Prepaid expenses (specific-purpose expenses) 0 0 0 0
3. Prijmy pristich obdobf « Accrued income 239 221 0 239221 1131558

Vyroéni zprava 2016
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Skuteénost v iéetnim obdobi
Actual figures in period

bézném minulém
current prior
Oznaceni Netto Netto
Label PASIVA ¢ LIABILITIES Net Net
PASIVA CELKEM ¢ TOTAL EQUITY & LIABILITIES 11829 427 14 124 645
A. Vlastni kapital « Equity 877 184 779 515
A. 1 Zakladni kapital « Basic capital 340 000 340 000
Al 1 Z&kladnf kapital - Registered capital 340 000 340 000
2. Vlastni podily (-) - Own ownership interests (-) 0 0
3. Zmény zakladniho kapitdlu « Changes in basic capital 0 0
A. 1l Azio a kapitalové fondy « Share premium and revaluation reserve 0 0
Al AZio « Share premium 0 0
2. Kapitélové fondy - Revaluation reserve 0 0
Ostatni kapitalové fondy « Other revaluation reserve 0 0
Ocenovaci rozdily z precenéni majetku a zavazk{ (+/-)
Gain or loss on revaluation of assets and liabilities (+/) 0 0
Ocenovaci rozdily z precenéni pti pfeménach obchodnich korporaci (+/-)
Gain or loss on revaluation upon corporate transformation (+/-) 0 0
Rozdily z pfemén obchodnich korporaci (+/-)
Differences arising on corporate transformation (+/-) 0 0
Rozdily z ocenéni pti pfeménéach obchodnich korporaci (+/-)
Differences arising between balance sheet date and transformation date (+/-) 0 0
A. 1l Fondy ze zisku * Reserves from profit 430 611 327 508
Al 1 Ostatni rezervni fondy « Other reserves 41861 36 261
2. Statutarni a ostatni fondy - Statutory and other reserves 388750 291247
A. V. Vysledek hospodafeni minulych let (+/-) « Profit (loss) brought forward (+/-) 0 0
V. 1 Nerozdéleny zisk minulych let « Retained earnings 0 0
2. Neuhrazend ztrata minulych let (-) « Accumulated loss (-) 0 0
3. Jiny vysledek hospodaieni minulych let (+/-) « Other profit (loss) brought forward (+/-) 0 0
A. V. 1 Vysledek hospodaieni bézného uéetniho obdobi (+/-) * Profit (loss) for the year (+/-) 106 573 112 007
Rozhodnuto o zalohové vyplaté podilu na zisku ()
A VLT Approved decision on advances for profit distribution (-) 0 0
B. +C. Cizi zdroje * Provisions and liabilities 9 879 262 9 955 795
B. I Rezervy ¢ Provisions 8137 24779
B. | 1 Rezerva na dlchody a podobné zavazky « Provision for pensions and similar obligations 0 0
2. Rezerva na dan z pfijmU « Provision for corparate income tax 0 15753
3. Rezervy podle zvladstnich pravnich predpist - Provisions recognized under special legislation 0 0
4, Ostatni rezervy « Other provisions 8137 9026
Cc. Zavazky e Liabilities 9 871125 9 931016
I Dlouhodobé zavazky * Long-term liabilities 0 0
1 Vydané dluhopisy « Bonds payable 0 0
Vymeénitelné dluhopisy « Convertible bonds 0 0
Ostatni dluhopisy + Other bonds 0 0
2. Z&vazky k Uveérovym institucim « Amounts owed to credit institutions 0 0
3. Dlouhodobé prijaté zalohy « Long-term advances received 0 0
4, Zavazky z obchodnich vztaht - Trade payables 0 0
5. Dlouhodobé smeénky k Uhradé - Long-term notes payable 0 0
6. Zavazky — ovladana nebo ovlddajici osoba - Liabilities to subsidiaries or parents 0 0
7. Zavazky — podstatny vliv « Liabilities to associates 0 0

Rozvaha v pIném rozsahu
Balance Sheet in Full Format
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Skutecnost v Gcéetnim obdobi
Actual figures in period

bézném minulém
current prior
Oznaceni Netto Netto
Label PASIVA ¢ LIABILITIES Net Net
OdloZeny danovy zéavazek * Deferred tax liability 0 0
9. Zévazky — ostatni + Other liabilities 0 0
1 Zavazky ke spole¢nikiim - Liabilities to partners 0 0
2. Dohadné ucty pasivni + Unbilled deliveries 0 0
3. Jiné zavazky - Miscellaneous liabilities 0 0
c. 1 Kratkodobé zavazky * Current liabilities 9 871125 9 931016
1 Vydané dluhopisy « Bonds payable 0 0
1 Vymeénitelné dluhopisy « Convertible bonds 0 0
2. Ostatni dluhopisy + Other bonds 0 0
2. Zévazky k Uvérovym institucim « Amounts owed to credit institutions 487 438 0
3. Kratkodobé prijaté zalohy + Short-term advances received 2 470 235 2528 699
4, Zévazky z obchodnich vztah( - Trade payables 502 981 542 689
5. Kratkodobé sménky k Uhradé « Short-term notes payable 0 0
6. Zévazky — ovladana nebo ovladajici osoba - Liabilities to subsidiaries or parents 0 0
7. Zavazky — podstatny vliv « Liabilities to associates 0 0
8. Zavazky — ostatni - Other liabilities 6 410 471 6 859 628
1 Zévazky ke spolecnikiim - Liabilities to partners 0 0
2. Kratkodobé finanéni vypomoci « Short-term borrowings 0 0
3. Zavazky k zaméstnanclm - Liabilities to employees 4 045 4053
Zévazky ze sociélniho zabezpeceni a zdravotniho pojisténi
4, Liabilities arising from social security and health insurance 2 367 2 441
5. Stat — darfoveé zavazky a dotace - Due to government — taxes and subsidies 2718 225 3858699
8. Dohadné ucty pasivni » Unbilled deliveries 203775 154 151
7. Jiné zavazky + Miscellaneous liabilities 3482 059 2 840 284
I Casové rozliseni pasiv * Accruals and deferred income 1072 981 3389 335
| 1 Vydaje pristich obdobi « Accruals 1072 981 2191752
2. Vynosy pristich obdobi « Deferred income 0 1197 683
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VYKAZ ZISKU A ZTRATY

V PLNEM ROZSAHU K 31. 12. 2016
PROFIT AND LOSS ACCOUNT

IN FULL FORMAT AS AT 31 DECEMBER 2016

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

Skuteénost v aéetnim obdobi
Actual figures in period

Oznaéeni . i bézném minulém
Label VYKAZ ZISKU A ZTRATY ¢ PROFIT AND LOSS ACCOUNT current prior
I Trzby z prodeje vyrobk( a sluzeb - Revenue from sale of finished products and services 810 501 698 530
II. Trzby za prodej zboZi « Revenue from sale of goods 23 542 435 25 417 725
A Vykonové spotfeba « Production-related consumption 23738 298 25 605 109
Al Naklady vynaloZené na prodané zbozi - Cost of goods sold 23538720 25 412 983
A2. Spotfeba materiélu a energie « Consumption of material and energy 2077 2382
A3. Sluzby - Services 197 501 189 744
B. Zména stavu zasob vlastni ¢innosti (+/) « Change in inventory produced internally (+/-) 0 0
Aktivace (-) + Own work capitalized (-) 0 0
Osobni naklady « Personnel expenses 69152 69 739
DA Mzdové néklady « Wages and salaries 50 995 51646
Néklady na socialni zabezpecenl, zdravotni pojisténi a ostatni néklady
D.2. Social security and health insurance costs and other costs 18157 18 093
D.21. Néklady na socialni zabezpeceni a zdravotni pojisténi « Social security and health insurance costs 16 837 16 759
D.2.2.  Ostatni ndklady « Other costs 1320 1334
E. Upravy hodnot v provozni oblasti « Value adjustments in respect of operating activities 140 922 247 021
Upravy hodnot dlouhodobého nehmotného a hmotného majetku
ET Value adjustments in respect of intangible and tangible fixed assets 115 701 99143
Upravy hodnot dlouhodobého nehmotného a hmotného majetku — trvalé
E1T. Value adjustments in respect of intangible and tangible fixed assets — permanent 115 701 99143
Upravy hodnot dlouhodobého nehmotného a hmotného majetku — dogasné
E12. Value adjustments in respect of intangible and tangible fixed assets — temporary 0 0
E.2. Upravy hodnot z4sob « Value adjustments in respect of inventory 0 0
E.3. Upravy hodnot pohleddvek - Value adjustments in respect of receivables 25221 147 878
M. Ostatni provozni vynosy « Other operating income 43 556 635 44143 731
111, Trzby z prodaného dlouhodobého majetku « Income from sale of fixed assets 1 722
1.2, Trzby z prodaného materidlu « Income from sale of materials 0 0
1.3 Jiné provozni vynosy - Miscellaneous operating income 43 556 634 44143 009
F. Ostatni provozni néklady « Other operating expenses 43803 571 44,186 567
Fa. ZUstatkova cena prodaného dlouhodobého majetku « Net book value of fixed assets sold 0 1074
F.2. ZUstatkova cena prodaného materidlu « Net book value of materials sold 0 0
F.3. Dané a poplatky « Taxes and charges relating to operations 273 550 202 293
Rezervy v provozni oblasti a komplexni néklady pfistich obdobf
F.4. Provisions relating to operations and prepaid expenses (specific-purpose expenses) -889 54
F.5. Jiné provozni néklady « Miscellaneous operating expenses 43 530 910 43 983 2564
* Provozni vysledek hospodafeni (+/-) * Profit or loss on operating activities (+/-) 157 628 151 550

Vykaz zisku a ztraty v plném rozsahu
Profit and Loss Account in Full Format
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Skutecnost v Géetnim obdobi
Actual figures in period

Oznaceni bézném minulém
Label VYKAZ ZISKU A ZTRATY ¢ PROFIT AND LOSS ACCOUNT current prior
Vynosy z dlouhodobého finanéniho majetku — podily
IV. Income from long-term investments — interests 0 0
Vynosy z podilt — ovlddana nebo ovladajici osoba
V1, Income from interests in subsidiaries or parents 0 0
V.2, Ostatni vynosy z podilt » Other income from interests 0
G. Néklady vynaloZené na prodané podily « Cost of interests sold 0 0
Vynosy z ostatniho dlouhodobého financniho majetku
V. Income from other long-term investments 0 0
Vynosy z ostatniho dlouhodobého finanéniho majetku — ovlddana nebo ovlédajici osoba
Va1 Income from other long-term investments — subsidiaries or parents 0 0
Ostatni vynosy z ostatniho dlouhodobého finanéniho majetku
V.2, Other income from other long-term investments 0 0
Néklady souvisejici s ostatnim dlouhodobym finanénim majetkem
H. Expenses relating to other long-term investments 0 0
VI, Vynosoveé Uroky a podobné vynosy - Interest receivable and similar income 3136 9774
Vynosoveé Uroky a podobné vynosy — ovladana nebo ovladajici osoba
VI, Interest receivable and similar income — subsidiaries or parents 0 0
VI.2. Ostatni vynaosové Uroky a podobné vynosy « Other interest receivable and similar income 3136 9774
Upravy hodnot a rezervy ve finanéni oblasti
I Value adjustments and provisions relating to financial activities 0 0
J. Nékladové Uroky a podobné néklady - Interest payable and similar expenses 3593 1097
Nékladové Uroky a podobné néklady — ovlddana nebo ovladajici osoba
J1. Interest payable and similar expenses — subsidiaries or parents 0 0
J.2. Ostatni nakladoveé Uroky a podobne naklady « Other interest payable and similar expenses 35983 1097
VI Ostatni finan¢ni vynosy « Other finance income 26 498 157 877
K. Ostatni finan¢ni néklady - Other finance cost 51734 178 951
* Finanéni vysledek hospodafeni (+/-) * Profit or loss on financial activities (+/-) -25 693 -12 397
** Vysledek hospodaieni pied zdanenim (+/-) * Profit or loss before taxation (+/-) 131935 139 153
L. Daii z pfijmu ¢ Income tax 25 362 27 146
L Dan z pfijmu splatna « Income tax due 26 094 44 214
L.2. Dan z piijmu odlozenad (+/-) « Income tax deferred (+/-) 732 -17 068
* Vysledek hospodaieni po zdanéni (+/-) « Profit or loss after taxation (+/-) 106 573 112 007
Prevod podilu na vysledku hospodaieni spolecnikaim (+/-)
M. Transfer of share of profit or loss to partners (+/-) 0 0
el Vysledek hospodareni za aéetni obdobi (+/-) « Profit or loss for the year (+/-) 106 573 112 007
* Cisty obrat za Uéetni obdobi « Net turnover 67 939 205 70 427 837
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PREHLED O PENEZNICH TOCICH
CASH FLOW STATEMENT

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

Skutecnost v Géetnim obdobi
Actual figures in period

Oznaceni bézném minulém

Label PREHLED O PENEZNICH TOCICH » CASH FLOW STATEMENT current prior
Penézni toky z provozni éinnosti * Cash flows from operating activities
Vysledek hospodafeni za b&Znou &innost bez zdanéni (+/-)

Z. Profit or loss on ordinary activities before taxation (+/-) 131935 139 153
Upravy o nepenézni operace

Al Adjustments to reconcile profit or loss to net cash provided by or used in operating activities 140 489 238 235
Odpisy stéalych aktiv a pohledavek

Al Depreciation and amortization of fixed assets and write-off of receivables 15 719 99152

A2, Zmeéna stavu opravnych polozek - Change in allowances 26221 147 878

Al13. Zmena stavu rezerv « Change in provisions -889 -54

AlL, Kurzové (zisky) a ztraty - Foreign exchange differences -39 -416

A5, (Zisk)/ztrata z prodeje stélych aktiv « (Gain)/Loss on disposal of fixed assets 1 352

Al1.B. Urokové néklady a vynosy - Interest expense and interest income 457 -8 677
Ostatni nepenézni operace (napt. pfecenéni na reélnou hodnotu do HV, pFijaté dividendy)

A7, Other non-cash movements (e.g. revaluation at fair value to profit or loss, dividends received) 21 0
Cisty penézni tok z prov. &innosti pred zdaii., zmé&nami prac. kapitalu, plac. aroky * Net cash from

A* operating activities before taxation, changes in working capital and extraordinary items 272 424 377 388
Zmeéna stavu nepenéznich slozek pracovniho kapitalu

A.2. Change in non-cash components of working capital -2 610 429 574 237

A2 Zmeéna stavu zasob - Change in inventary 0 0

A2.2. Zména stavu obchodnich pohledavek « Change in trade receivables -66 661 83 417
Zména stavu ostatnich pohledavek a prechodnych Gcétd aktiv

A2.3. Change in other receivables and in prepaid expenses and unbilled revenue 319 304 -688 707

A2.4. Zména stavu obchodnich zavazkd « Change in trade payables -39 076 29 543
Zmena stavu ostatnich zavazkd, kratkodobych Gvert a prechodnych Gctt pasiv

A.2.5. Change in other payables, short-term loans and in accruals and deferred income -2 823 996 1149 984
Cisty penézni tok z provozni éinnosti pfed zdanénim, plac. aroky a mimof. pol.

A** Net cash from operating activities before taxation, interest paid and extraordinary items -2 338 005 951625

A3 Placené uroky - Interest paid -3 474 1097

AL, Placené dané - Tax paid -51549 -30 916

A5 Prijmy a vydaje spojené s mimoradnymi polozkami » Gains and losses on extraordinary items 0 0

A*** Cisty penézni tok z provozni &innosti * Net cash provided by (used in) operating activities -2 393 028 919 612

Prehled o penéznich tocich
Cash Flow Statement
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Oznaceni
Label

B1

B.21.
B.3.1.
B.41.
B.51.

B***

ca.

C.21.
C.2.2.

C23.

C***

PREHLED O PENEZNICH TOCICH » CASH FLOW STATEMENT

Penézni toky z investiéni éinnosti « Cash flows from investing activities
Vydaje spojené s porizenim stalych aktiv « Purchase of fixed assets

Prijmy z prodeje stalych aktiv « Proceeds from sale of fixed assets
Poskytnuté pdjcky a Uveéry « Loans granted

Prijaté uroky « Interest received

Prijaté dividendy - Dividends received

Cisty penézni tok vztahujici se k investiéni éinnosti

Net cash provided by (used in) investing activities

Penézni toky z finanéni ¢innosti * Cash flows from financing activities

Zména stavu dlouhodobych zavazkl a dlouhodobych, pFip. kratkodobych, Gvéra
Change in long-term liabilities and long-term, resp. short-tem, loans

Dopady zmén zakladniho kapitalu na penézni prostredky
Effect of changes in basic capital on cash

Vyplacené dividendy nebo podily na zisku « Profit shares paid

Dopad ostatnich zmén vlastniho kapitalu na penézni prostiedky
Effect of other changes in basic capital on cash

Cisty penézni tok vztahujici se k finanéni éinnosti
Net cash provided by (used in) financing activities
Cisté zvySeni, resp. snizeni penéZnich prostredkd « Net increase (decrease) in cash

Stav penéznich prostredkd a penéznich ekvivalentl na zac¢atku Ucetniho obdobf
Cash and cash equivalents at beginning of year

Stav penéznich prostiedk( a penéznich ekvivalenti na konci déetniho obdobi
Cash and cash equivalents at end of year

Vyroéni zprava 2016
Annual Report 2016

Skutecnost v téetnim obdobi
Actual figures in period

bézném
current

-48 665

3136

-45 528

487 319

0
-3330

-5 674

478 415
<1960 141

4 841214

2681073

minulém
prior

-76 401
722

9774

-65 905

0
-24 500

-5 475

-29 975
823732

3817 482

4 641214



PRILOHA UCETNI ZAVERKY K 31. 12. 2016
NOTES TO FINANCIAL STATEMENTS
AS AT 31 DECEMBER 2016

1.  POPIS SPOLECNOSTI

OTE, a.s., (déle jen spoletnost) je akciova spole¢nost, kterd
vznikla dne 2. 7. 2001 a sidli v Sokolovské ulici 192/79, Praha 8,
Ceska republika, identifika&ni ¢islo 264 63 318. Hlavnim
predmétem jeji cinnosti jsou ¢innosti operatara trhu podle

§ 20a zadkona ¢. 458/2000 Sh. (energeticky zékon) a sprava
verejné pristupného rejstiiku obchodovani s povolenkami

na emise sklenikovych plynd.

Jedinym akcionafem spoleénosti je stat Ceské republika.
Prava akcionéare ve spolecnosti vykonavéa jménem stéatu jako

vécne prislusny statni orgdn Ministerstvo pridmyslu a obchodu,

IC 476 09 109, se sidlem Na Frantisku 32, Praha 1.

Clenové organ(i spole¢nosti k 31. prosinci 2016:

Dozor¢i rada

Predseda: Ing. Ludmila Petrarnova

Mistopredseda: Ing. Ladislav Havel

Clen: Ing. OldFich Petrzilka
Clen: Ing. Jaroslav Kubovic
Clen: Ing. Jitf Macegka
Predstavenstvo

Predseda: Ing. Ale$ Tomec
Mistopredseda: Ing. Michal Ivanek

Clen: Ing. Igor Chemisinec, Ph.D.

V roce 2016 v dozorci radé spole¢nosti doslo k nasledujicim
zménam: ke dni 1. 6. 2016 zaniklo ¢lenstvi v predstavenstvu
Ing. Vladimirovi Bartlovi, MBA, a Bc. Lukasi Zidkovi.

Dne 21.12. 2016 byl do dozor¢i rady zvaolen Ing. Jifi Maceska.

1. DESCRIPTION OF THE COMPANY

OTE, a.s. ("the Company") is a joint stock company incorporated
on 2 July 2007 in the Czech Republic. The Company's registered
office is located at Sokolovska 192/79, Prague 8, Czech Repubilic,
and the business registration number (IC) is 264 63 318.

The Company is involved in the market operator functions

in compliance with Section 20a of Act No. 458/2000 Coll.

(the "Energy Act") and in the administration of the public emission

trading registry supporting the greenhouse gas emission allowance

trading scheme.

The sole shareholder of the Company is the Czech Republic.
The shareholder's rights in the Company are exercised on behalf
of the state by the government body having subject-matter

jurisdiction, i.e. the Ministry of Industry and Trade, with the business

registration number (IC) 476 09,109 and the registered office
located at Na Frantisku 32, Prague 1.

Members of the bodies as at 31 December 2016 were as follows:

Supervisory Board

Chair: Ing. Ludmila Petranova
Vice-chair: Ing. Ladislav Havel
Member: Ing. OldFich Petrzilka
Member: Ing. Jaroslav Kubovic
Member: Ing. Jifi Maceska

Board of Directors

Chair: Ing. Ale§ Tomec
Vice-chair: Ing. Michal Ivanek
Member: Ing. Igor Chemisinec, Ph.D.

The Supervisory Board saw the following changes in 2016:
The membership of Ing. Vladimir Bartl, MBA and Bc. Lukas Zidek
ceased as at 1June 2016.

Ing. Jiff Maceska was appointed the member of the Supervisory
Board on 21 December 2016.

Notes to Financial Statements

Priloha Gcetni zavérky
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Na zakladé rozhodnutf jediného akcionare v plsobnosti
valné hromady ze dne 30. 5. 2016 byl v souladu se zdkonem
¢. 93/2009 Sh., a 0 zméné nékterych zékona (zékon

o0 auditorech) zfizen vybor pro audit.

Based on decision of the sole shareholder executing the powers
of general meeting made on 30 May 2016, an audit committee has
been established in accordance with Act No. 93/2009 Coll., on
auditors and the amendment of certain acts (the Act on Auditors).

Vybor pro audit

Audit Committee

Predseda: Ing. Ladislav Langr Chair: Ing. Ladislav Langr
Clen: Ing. Michal Brandejs Member: Ing. Michal Brandejs
Clen: Ing. Petr Cermak Member: Ing. Petr Cermak

Organizacni struktura spolec¢nosti zahrnuje nasledujici Useky
a jim podfizené odbory:

The Company's organizational structure includes the following
sections and their subordinate departments:

Usek Odbor

Section Department

Sluzby spolec¢nosti Spréva podporovanych zdrojd energie

Spréva povolenek a zaruk plvodu

Z&akaznickeé sluzby

Services provided  Administration of Supported Energy Sources

by the Company Administration of Allowances and Guarantees of Origin

Customer Services

Obchod a bilance Bilance elektFiny

Bilance plynu

Trade and Balance  Electricity Balance

Gas Balance

Obchod Energy Markets

Rozvoj trhu Market Development
Ekonomika Finance Economics Finance

Rizen( IT IT Management

Spréva majetku a sluzby

Facility and Services Management

Spole¢nost nema organizacni slozku v zahranici.

2. ZAKLADNI VYCHODISKA
PRO VYPRACOVANI UCETNI ZAVERKY

Prilozena ucetni zavérka byla pfipravena podle zékana
o0 Ucetnictvi a provadeci vyhlasky k nému ve znéni platném
pro roky 2016 a 2015.

Na zakladé pozadavk( novely zékona o Ucetnictvi a provadeci
vyhlasky platné od 1. 1. 2016 doslo ke zméné vykazovani
polozek rozvahy a vykazu zisku a ztraty. Pro zajisténi
srovnatelnosti téchto polozek s minulym uc¢etnim obdobim byly
polozky rozvahy a vykazu zisku a ztraty za rok 2015 prislusné
reklasifikovany. Spoleénost postupovala v souladu s Ceskym
ucetnim standardem pro podnikatele ¢. 024 ,Srovnatelné
obdobi za Ucetni obdobi zapocaté v roce 2016".
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The Company has no foreign branch.

2. BASIS OF PRESENTATION
OF THE FINANCIAL STATEMENTS

The accompanying financial statements were prepared in
accordance with the Czech Act on Accounting and the related
guidelines as applicable for 2016 and 2015.

Pursuant to requirements of the Act on Accounting amendment
and the related guidelines as applicable from 1 January 2018, the
presentation of items in the balance sheet and in the income
statement has changed. To achieve the comparability of these
items with the respective items for the preceding reporting period,
the items in the balance sheet and in the income statement

for 2015 have been appropriately adjusted. The Company has
followed the Czech accounting standard for entrepreneurs No. 024
"Comparative Period for the Reporting Period Started in 2016".

Explanation Added for Translation into English

These financial statements are presented on the basis of
accounting principles and standards generally accepted in the
Czech Republic. Certain accounting practices applied by the
Company that conform with generally accepted accounting
principles and standards in the Czech Republic.



3. OBECNE UCETNIi ZASADY

ZpUsoby ocenovani, které spole¢nost pouzivala pti sestaveni
Ucetni zaveérky za roky 2016 a 2015, jsou nasleduijict:

a) Dlouhodoby nehmotny majetek

Dlouhodoby nehmotny majetek se ocenuje v pofizovacich
cenach, které obsahuji cenu porizeni a naklady s porizenim
souvisejici. Dlouhodoby nehmotny majetek nad 60 tis. K&
je odepisovan do nakladd na zéklade predpokladané doby
zivotnosti piisludného majetku (2-6 let).

Néklady na technické zhodnoceni dlouhodobého nehmotného
majetku zvysuji jeho pofizovaci cenu. Opravy a Udrzba se Uctuji
do nakladu.

b) Dlouhodoby hmotny majetek

Dlouhodoby hmotny majetek se oceruje v porizovacich
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.

Néklady na technické zhodnoceni dlouhodobého hmotného
majetku zvysuji jeho pofizovaci cenu. Opravy a Udrzba se Uctuji
do nédkladd.

Odepisovani

Odpisy jsou vypocteny na zéklade pofizovaci ceny

a predpokladané doby zivotnosti prislusného majetku.
Predpokladana zivotnost je stanovena takto:

Pocet let
Stavby (technické zhodnoceni najatého majetku) 5
Stroje, pristroje a zafizeni 3
Dopravni prostredky 4

c) Finanéni majetek
Kratkadoby finanéni majetek tvori dluhové cenné papiry
se splatnosti do 1roku drZzené do splatnosti.

Cenné papiry drzené do splatnosti jsou cenné papiry, které
maji stanovenou splatnost a spole¢nost ma umysl a schopnost
drzet je do splatnosti.

Cenné papiry se ocenuji pofizovacimi cenami, které zahrnujf
cenu porizeni a pfimé néklady s pofizenim souvisejici, napr.
poplatky a provize makléram a burzam. U dluhovych cennych
papirt se Uctuje o Urokovém vynosu ve veécné a ¢asove
souvislosti a takto rozliseny Urokovy vynos je sou¢asti oceneni
prislusného cenného papiru.

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The accounting policies applied by the Company in preparing the
2016 and 2015 financial statements are as follows:

a) Intangible Fixed Assets

Intangible fixed assets are recorded at their acquisition cost and
related expenses. Intangible fixed assets with a cost exceeding

CZK 60 thousand are amortized over their useful economic lives
(2 years to 6 years).

The costs of technical improvements are capitalized. Repairs and
maintenance expenses are expensed as incurred.

b) Tangible Fixed Assets

Tangible fixed assets are recorded at their acquisition cost, which
consists of purchase price, freight, customs duties and other
related costs. Purchased tangible fixed assets with a cost from
CZK 25 thousand to CZK 40 thousand are depreciated over two
years. Purchased tangible fixed assets with a cost exceeding

CZK 40 thousand are depreciated over their useful economic lives.

The costs of technical improvements are capitalized. Repairs and
maintenance expenses are expensed as incurred.

Depreciation

Depreciation is calculated based on the acquisition cost and the
estimated useful life of the related asset. The useful economic lives
are as follows:

Years
Structures (technical improvement of leased assets) 5
Machinery and equipment 3
Vehicles 4

c) Financial Assets
Short-term financial assets consist of held-to-maturity debt
securities falling due within one year.

Held-to-maturity securities are securities with a defined maturity
that the Company intends and is able to hold to maturity.

Securities are valued at their acquisition cost, which includes the
purchase price and direct costs related to the acquisition, e.g. fees
and commissions paid to agents and stock exchanges. In respect of
debt securities, interest income is recorded observing the matching
and accrual principles. Accrued interest income is included in the
relevant securities account.

Notes to Financial Statements
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d) Penézni prostiedky
Penézni prostredky tvorf ceniny, penize v hotovosti
a na bankavnich uctech.

e) Pohledavky

Pohledavky se oceruji jmenaovitou hadnotou. Ocenéni
pochybnych pohledavek se snizuje pomoci opravnych polozek
na vrub nakladd na jejich realiza¢ni hodnotu.

f)  Derivaty

Derivaty se prvotné ocenuji pofizovacimi cenami. V pfilozené
rozvaze jsou derivaty vykazany jako souc¢ést jinych
kratkodobych pohledavek, resp. zavazk.

Derivéaty se ¢leni na derivaty k obchodovani a derivaty
zajistovaci. Zajistovaci derivaty jsou sjednany za Ucelem
zajisteni redlné hodnoty nebo za Ucelem zajisténi penéznich
tokd. Aby mohl byt derivat klasifikovéan jako zajistovaci, musejf
zmeény v reédlné hodnoté nebo zmény penéznich tokl vyplyvajici
ze zajistovacich derivat( zcela nebo z¢asti kampenzovat
zmeény v realné hodnoté zajisténé polozky nebo zmény
penéznich tokd plynoucich ze zajisténe polozky a spolec¢nost
musi zdokumentovat a prokazat existenci zajistovaciho vztahu
a vysokou Ucinnost zajisténi. V ostatnich pripadech se jedna

o derivaty k obchodovani.

Spolec¢nost vyuziva jen derivaty k obchodovani.

K rozvahovému dni se derivaty precenuji na redlnou hodnotu.
Zmeény redlnych hodnot derivat urcenych k obchodovani se
Gctuji do financénich nékladd, resp. vynosu.

g) Netting - zapoéet vzajemnych pohledavek a zavazki
Spolecnost vzajemné zapocitava pohledavky, zavazky, prijaté
a poskytnuté zalohy vzniklé pfi vyporadani dennich obchodd
za odchylky, regula¢ni energii, kratkodoby trh a zuc¢tovani
rozdilt z typovych diagramd dodavky. Pohledavky a zévazky
z téchto obchodl jsou v rozvaze vykazany v netto hodnoté
a dochézi k penéznimu vyravnavani netto ¢astek.

h)  Vlastni kapital

Zakladni kapitdl spole¢nosti se vykazuje ve vysi zapsané

v obchodnim rejstfiku mestského soudu. Pfipadné zvyseni
nebo snizeni zakladniho kapitélu na zakladé rozhodnuti valné
hromady, které nebylo ke dni cetni zavérky zaregistrovano,
se vykazuje jako zmeny zakladniho kapitélu. V souladu se
stanovami spole¢nost vytvarirezervni fond ze zisku.

Na zakladé vnitiniho predpisu vytvari spole¢nost ze zisku
socialni fond, uréeny ke kryti narok zaméstnanct nad rémec
zakoniku prace, a dale fond rozvoje, ve kterém se soustreduji
volné finanénf prostredky pro budouci investi¢ni potreby.
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d) Cash
Cash includes liquid valuables, cash in hand and at bank.

e) Receivables

Receivables are initially measured at their nominal amount. Both
long- and short-term receivables are carried at their realizable value
after allowance for doubtful accounts. Additions to the allowance
account are charged to income.

f)  Derivatives

Derivatives are initially measured at cost. Derivatives are recorded
in other short-term receivables or payables, as appropriate, in the
accompanying balance sheet.

Derivatives are classified as derivatives held for trading or hedging
derivatives. The latter are designated as either fair value hedges
or cash flow hedges. In order to qualify for hedge accounting, the
change in the fair value of a derivative or of its estimated cash
flow must offset, in whale or in part, the change in the fair value
or cash flow arising from the hedged item. In addition, there must
be formal documentation of the hedging relationship at inception
and the Company must prove that the hedging relationship is
highly effective. In all other cases, derivatives are recognized

as held-for-trading.

The Company has only derivatives held for trading.

Derivatives are revalued to fair value as at the balance sheet date.
Changes in the fair value of derivatives held for trading are charged
or credited, as appropriate, to finance income.

g) Netting of Receivables and Liabilities

The Company offsets receivables, liabilities, and advances
received and granted which arise from the settlement of daily
trading in 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 settled net in cash.

h)  Equity

The basic capital of the Company is stated at the amount recorded
in the Commercial Register maintained in the Municipal Court.

Any increase or decrease in the basic capital made pursuant to

the decision of the General Meeting which was not entered in the
Commercial Register as at the financial statements date is recorded
through changes in basic capital. In accordance with the Articles of
Assaociation, the Company creates a reserve from profit.

Based on an internal policy the Company creates a social fund
from profit, which is restricted for covering the employees' needs
beyond the framework of the Labor Code, and a development fund,
in which available financial means for future investments needs
are collected.



i)  Cizi zdroje
Dlouhodobé i kratkodobé zdvazky se vykazuji ve jmenavitych
hodnotach.

Dlouhodobé i kratkodobé zavazky k Uvérovym institucim

se vykazujf ve jmenovité hodnoté. Za kratkaodobé zavazky

k Uvéravym institucim se povazuje i ¢ast dlouhodobych
zavazkd k uvérovym institucim, ktera je splatna do jednoho
roku od rozvahového dne. Podminéné zévazky, které nejsou
vykazany v rozvaze z divodu vysoké nejistoty pri stanoveni
jejich vyse, titulu nebo terminu plnéni, jsou popséany

v odstavci 16.

Spolecnost vytvari rezervy v pripadech, kdy Ize s vysokou
mirou pravdépodobnosti stanovit titul, vysi a termin plnéni
pfi dodrZeni vécné a ¢asové souvislosti.

i) Devizové operace

Majetek a zavazky porizené v cizi méné se ocenuji v ceskych
korundch v kurzu platném ke dni jejich vzniku. K rozvahovému
dni byly ocenény kurzem platnym k 31. 12. vyhlagenym Ceskou
narodni bankou.

Realizované i nerealizované kurzové zisky a ztraty se uctuj
do vynosU nebo nakladl bézného roku.

k) Uétovani vynost a nakladt
Vynosy a naklady se Uc¢tuji ¢asové rozlisené, tj. do obdobi,
s nimz vécné i ¢asove souviseji.

Spole¢nost Uctuje na vrub nékladd tvorbu rezerv a opravnych
polozek na kryti vSech rizik, ztrat a znehodnoceni, které jsou
ke dni sestaveni Ucetni zaverky znamy.

Vynosy a néklady vyplyvajici z dennich obchodl za odchylky,
regulacni energii, kratkodoby trh a zU¢tovani rozdilt z typovych
diagram( dodéavky jsou vykazany jako Trzby za prodej zboZzi

a Naklady vynalozené na prodané zbozi.

Vynosy z hlavni ¢innosti predstavuji vynosy z pevnych cen
Uctovanych podle platného cenového rozhodnuti Energetického
regulacniho Uradu, kterym se stanovuji ceny elektriny, plynu

a souvisejicich sluzeb.

i) Provisions and Liabilities
Lang-term liabilities and current liabilities are carried at their
nominal values.

Long-term liabilities and current liabilities to credit institutions are
recorded at their nominal values. Any portion of long-term debt
which is due within one year of the balance sheet date is classified
as short-term debt. Liabilities or contingent liabilities that are not
recorded in the balance sheet because significant uncertainties
exist with respect to the amount, title or timing of the expected
outflow of benefits are described in Note 16.

The Company creates provisions if the related purpose amount
and timing can be reliably estimated and the accrual and matching
principles are observed.

j)  Foreign Currency Transactions

Assets and liabilities whose acquisition or production costs were
denominated in foreign currencies are translated into Czech crowns
at the exchange rate prevailing as at the transaction date. On the
balance sheet date monetary items are adjusted to the exchange
rates as published by the Czech National Bank as at 31 December.

Realized and unrealized exchange rate gains and losses were
charged or credited, as appropriate, to income for the year.

k) Recognition of Revenues and Expenses

Revenues and expenses are recognized on an accrual basis, that is,
they are recognized in the periods in which the actual flow of the
related goods or services occurs, regardless of when the related
monetary flow arises.

The Company recognizes as an expense any additions to pravisions
for or allowances against risks, losses or physical damage that are
known as at the financial statements' date.

Revenues and expenses generated, or incurred, in daily trading

in imbalances, regulating energy, short-term market and the
settlement of load profile differences are presented within Revenue
from sale of goods and Cost of goods sold, respectively.

Revenues from principal activity represent revenues from fixed
prices charged according to the applicable Price Decision issued by
the Energy Regulatory Office, in which the prices of electricity, gas
and related services are determined.

&rky

Ucetni zaveér|

Priloha Gcetn
Notes to Financial Statements

69



70

Trzby z plateb ceny na Uhradu néklad spojenych s podporou
elektriny a z plateb slozky ceny za distribuci elektfiny spojené
s podporou decentrainf vyroby elektfiny jsou spolu s dotaci
ze statniho rozpoc¢tu zahrnuty do jinych provoznich vynost
pri respektovani vécné a ¢asoveé souvislosti. V daném
Ucetnim obdaobi jsou tedy Uctovany pouze v realizované

vysSi, tj. do vySe poskytnuté podpory. Rozdil, o ktery celkove
pfijmy na Uhradu nakladd podpory v daném kalendarnim roce
prevysuji ndklady spojené s vyplatou podpory, je Uctovan jako
zévazek vUci statnimu rozpoctu a bude vyporadan v souladu
s podminkami ¢erpani dotace ze statniho rozpoctu. V pripadé,
7e celkoveé prijmy na Uhradu naklad® podpory jsou v daném
kalendarnim roce niz&i nez celkove naklady na podporu, je
douctovan dohadny vynos ve vysi zatim neprijatych finan¢nich
prostredkd, na které ma spolecnost narok, a budou prijaty

v budoucnu.

)  Dan z pFijma

Néklad na dan z prijmd se pocita za pomaoci platné danové
sazby z Ucetniho zisku zvyseného nebo snizeného o trvale
nebo do¢asné danove neuznatelné naklady a nezdanované
vynosy (napf. tvorba a zG¢tavani ostatnich rezerv a opravnych
polozek, rozdil mezi U¢etnimi a dafovymi odpisy atd.).

Spole¢nost vykazuje v rezervach nesplaceny zavazek z titulu
dané z prijm0 poniZzeny o zaplacené zélohy. Pokud zalohy

na dan z pfijma prevysuji odhadovanou splatnou dar k datu
Ucetni zaveérky, je rozdil vykazan jako kratkodoba pohledavka.

OdlozZena danova povinnost odrézi dafiovy dopad prechodnych
rozdilt mezi zUstatkovymi hodnotami aktiv a pasiv z hlediska
Ucetnictvi a stanoveni zakladu dané z prijmu s prihlédnutim

k obdobi realizace.

m) Dotace

Spolecnost je prijemcem neinvesti¢ni dotace na Uhradu nékladu
spojenych s podporou elektfiny a provozni podporou tepla.
Poskytovatelem dotace je Ministerstvo primyslu a obchodu CR.
Dotace je vyplacena ¢tvrtletné ve Ihaté 60 dnli po skonceni
prislusného ¢tvrtleti. Dotace je Uctovana do vynost v obdobi,
kdy jsou vynaloZzeny souvisejici naklady na podporu.

n) Pouziti odhadd

Sestaveni Ucetni zaverky vyzaduje, aby vedeni spolecnosti
pouzivalo odhady a predpoklady, jez maji vliv na vykazované
hodnoty majetku a zadvazk( k datu Gcetni zavérky

a na vykazovanou vysi vynost a nakladd za sledované obdobi.
Vedeni spole¢nosti stanovilo tyto odhady a predpaoklady

na zakladé vsech jemu dostupnych relevantnich informaci.
Nicméné, jak vyplyvéa z podstaty odhadu, skute¢né hodnoty

v budoucnu se mohou od téchto odhadl odlisovat.
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Revenue from price paid to cover electricity support costs, from the
component of electricity distribution price covering the support of
decentralized electricity generation, and revenue from government
subsidies is included in Miscellaneous operating income, taking into
account the matching principle. Accordingly, the revenue is only
recognized up to the amount of the support actually received for
the period. The excess, if any, of the total revenue generated in
the respective calendar year from electricity support costs over
the expenses incurred in the support is presented as a liability

due to government and will be settled pursuant to the terms and
conditions of using the government subsidy. If the total revenue
generated in the calendar year from electricity support costs is
lower than the total expenses incurred in the support, an estimate
is recognized for the financial means not yet received to which the
Company is entitled and that will be received in the future.

)  Income Tax

The corporate income tax expense is calculated based on the
statutory tax rate and book income before taxes, increased or
decreased by the appropriate permanent and temporary differences
(e.g. non-deductible provisions and allowances, differences between
book and tax depreciation, etc.).

Provisions include an outstanding corporate income tax liability,
net of tax prepayments. If tax prepayments exceed the estimated
current tax liability as at the reporting date, the difference is
presented within short-term receivables.

The deferred tax position reflects the net tax effects of temporary
differences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for
corporate income tax purposes, taking into consideration the period
of realization.

m) Subsidies

The Company has received a non-investment subsidy intended to
cover the costs of electricity support and heat operating aid. The
subsidy has been granted by the Ministry of Industry and Trade and
is provided quarterly, within 60 days of the end of the quarter to
which the subsidy relates. The subsidy is recognized into income
for the same year when the related costs of support are charged
to income.

n) Use of Estimates

The preparation of financial statements requires management

to make estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses
during the reporting period. The Company management prepared
these estimates and predictions based on all available relevant
information. These estimates and assumptions are based on
information available as at the date of the financial statements and
may differ from actual results.



o) Nasledné udalosti

Dopad udalosti, které nastaly mezi rozvahovym dnem a dnem
sestaveni Ucetni zaverky, je zachycen v Gcetnich vykazech
v pripade, ze tyto udalosti poskytly dopliujici informace

o skute¢nostech, které existovaly k rozvahovému dni.

V pripadé, ze mezi rozvahovym dnem a dnem sestaveni

Ucetni zaveérky doslo k vyznamnym udalostem zohledrujicim
skutecnosti, které nastaly po rozvahovém dni, jsou ddsledky
téchto udélosti popséany v priloze Ucetni zavérky, ale nejsou

0) Subsequent Events

The impact of events that occurred between the balance sheet
date and the date of the financial statements preparation is
recognized in the financial statements provided these events
provide additional evidence about conditions that existed at the
date of the balance sheet.

If material events reflecting the facts occurring after the balance
sheet date happened between the balance sheet date and the date
of the financial statements preparation the consequences of these
events are disclosed in the notes to the financial statements but

zaUctovany v Ucetnich vykazech.

4. DLOUHODOBY MAJETEK

a) Dlouhodoby nehmotny majetek (v tis. K¢&)

not recognized in the financial statements.

4. FIXED ASSETS

a) Intangible Fixed Assets (in CZK thousands)

Konecny
Pofizovaci cena Pocatecni zlstatek PrirGstky Vyfrazeni Pfevody zlstatek
Cost At beginning of year Additions Disposals Transfers At end of year
Software + Software 698 518 -210 56 340 754 648
Ostatni dlouhodoby nehmotny majetek
Other intangible fixed assets 59228 1672 60 900
Nedokonceny dlouhodoby nehmotny majetek
Intangible fixed assets in progress 10 281 48 091 -58 012 360
Celkem 2016 * 2016 Total 768 027 48 091 -210 - 815 908
Celkem 2015 - 2015 Total 711550 56 792 -315 768 027
Odpisy Koneény Ugetni
Opravky Pocatecni zistatek Amortization Vyrazeni zlstatek hodnota
Accumulated amortization At beginning of year during year Disposals At end of year Net book value
Software « Software -629 954 -98 371 210 728 115 26 533
Ostatni dlouhodoby nehmotny majetek
Other intangible fixed assets 29 747 -9 507 -39 264 21646
Nedokonéeny dlouhodoby nehmotny majetek
Intangible fixed assets in progress 360
Celkem 2016 * 2016 Total -659 701 -107 878 210 -767 369 48 539
Celkem 2015 + 2015 Total -565 71 -94 305 315 -659 701 108 326

Souhrnna vyse drobného nehmotného majetku neuvedeného
v rozvaze Cinila k 31. 12. 2016 a 31. 12. 2015 v pofizovacich
cenach 4 042 tis. K¢ a 4 320 tis. K&.

PrirGstek nehmotného majetku se tyka predevsim investic

do softwaru v souvislosti s technickym zhodnocenim (Upravy,
nové funkcionality) informac¢niho systému operéatora trhu
(déle CS OTE).

As at 31 December 2016 and 2015, the total value of small
intangible fixed assets which are not reflected in the accompanying
balance sheet was CZK 4,042 thousand and CZK 4,320 thousand

at acquisition cost, respectively.

The addition to intangible assets relates, in particular, to
the investment in software due to a technological upgrade
(modifications, new functionalities) of the market operator's
information system ("CS OTE").

&rky
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b) Dlouhodoby hmotny majetek (v tis. K&)

b) Tangible Fixed Assets (in CZK thousands)

Koneény

Pofizovaci cena Pocatecni ztistatek PFirastky Vyfazeni Pfevody zistatek
Cost At beginning of year Additions Disposals Transfers At end of year
Stavby  Structures 3607 0 3607
Hmotné movité véci a jejich soubory
Movable assets and sets of movable assets 51755 12 546 19 748 58 957
Nedokon¢eny dlouhodoby hmotny majetek
Tangible fixed assets in progress 19174 574 19 748
Celkem 2016 * 2016 Total 74 536 574 -12 546 - 62 564
Celkem 2015 + 2015 Total 64 051 19608 -9123 74 536

Odpisy Koneény Ugetni
Opravky Pocatecni zlstatek Depreciation Vyfrazeni zlstatek hodnota
Accumulated Depreciation At beginning of year during year Disposals At end of year Net book value
Stavby « Structures -3 607 -3 607
Hmotné movité véci a jejich soubory
Movable assets and sets of movable assets -47 993 -7 823 12 546 -43 270 15 687
Nedokanc¢eny dlouhodoby hmotny majetek
Tangible fixed assets in progress
Celkem 2016 * 2016 Total -51600 -7 823 12 546 -46 877 15 687
Celkem 2015 - 2015 Total -54 812 -4 838 8 050 -51600 22 936

K 31.12. 2016 a 31.12. 2015 souhrnna vyse drobného hmotného

The total value of small tangible fixed assets which are

majetku neuvedeného v rozvaze Cinila v pofizovacich cenach
3101 tis. K¢ a 3 002 tis. K¢. Prirtistek hmotného majetku
predstavuje hardware pofizeny v souvislosti s informacnim
systémem CS OTE a vybaveni pracoviste spole¢nosti
vypocetni technikou.

5. POHLEDAVKY

Na nesplacené pohledavky, které jsou povazovany

za pochybné, byly v letech 2016 a 2015 vytvoreny opravné
polozky na zakladé znalosti bonity prislusnych odbératell
ve vztahu k terminu vzniku pohledavek (viz odstavec 6).

K 31.12. 2016 a 31.12. 2015 pohledavky po Ihité splatnosti
¢inily 173 708 tis. K¢ a 172 890 tis. K¢&.

Jiné pohledavky zahrnuji zejména pohledavky vyplyvajici

z podpory elektfiny a provozni podpory tepla. Vétsina
pohledavek po Ihaté splatnosti je predmétem soudnich Fizeni
nebo spravnich fizeni vedenych Energetickym regulacnim
Uradem, ktera k datu Ucetni zavérky nebyla ukoncena.
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not reflected in the accompanying balance sheet was

CZK 3101 thousand and CZK 3,002 thousand at acquisition cost
as at 31 December 2016 and 2015, respectively. The addition to
tangible assets relates to hardware acquired with respect to using
the CS OTE information system and equipping the workplace with
information technology.

5. RECEIVABLES

Allowances against outstanding receivables that are considered
doubtful were charged to income in 2016 and 2015, respectively,
based on customer creditworthiness and related receivable ageing
(see Note B).

As at 31 December 2016 and 2015, overdue receivables totaled
CZK 173,708 thousand and CZK 172,890 thousand, respectively.

Other receivables mainly include receivables from electricity
support and from heat operating aid. Most of the overdue
receivables are subject-matter of legal proceedings or
administrative proceedings held by the Energy Regulatory Office
that were not closed as at the financial statements' date.



Dohadné ucty aktivni zahrnuji predevsim vynosy na dosud
nevyUctovanou podporu podporovanych zdrojd energie
vztahujici se k béznému roku.

Pohledavky v(ci spiiznénym osobém (viz odstavec 18).

6. OPRAVNE POLOZKY

Opravné polozky vyjadruji prechodné snizeni hodnoty aktiv
(uvedenych v odstavci 5).

Zmény na Uc¢tech opravnych polozek (v tis. K&):

Unbilled revenue represents, in particular, revenues from not
yet settled renewable energy sources support related to the
current year.

Receivables from related parties (see Note 18).

6. ALLOWANCES

Allowances reflect a temporary diminution in the value of assets
(see Note 5).

Changes in the allowance accounts (in CZK thousands):

Zistatek Tvorba Zaétovani Zistatek Tvorba Zaétovani Zistatek
k 31.12. 2014 opravné opravné k 31.12. 2015 opravné opravné k 31.12. 2016
Opravné polozky k:  Balance as at polozky polozky Balance as at polozky polozky Balance as at
Allowances against: 31/12/ 2014 Additions Deductions  31/12/ 2015 Additions Deductions  31/12/ 2016
pohledavkam - zékonné
receivables — legal 9 97 842 -9 97 842 67718 165 560
pohledavkam — ostatni
receivables — other 50 046 50 046 6 040 -48 537 7 549

Zakonné opravné polozky se tvorfi v souladu se zakonem
o rezervach a jsou danove uznatelné.

7. KRATKODOBY FINANCNi MAJETEK
A PENEZNI PROSTREDKY

Uty v bankach obsahuiji depozitni a b&Zné vklady u bankovnich
Ustavi Komeréni banka, Ceska spofitelna, a.s., UniCredit Bank
Czech Republic and Slovakia, a.s., a CSOB, a.s., (denominované
zejména v K¢&).

Kratkadoby financni majetek ve vysi 250 000 tis. K¢ obsahuje
depozitni sménky u CSOB, a.s., splatné 11. 4. 2017.

8. CASOVE ROZLISENI AKTIV

Naklady pristich obdobf zahrnuji predevsim ¢asove rozlisené
vydaje na najemné kancelarskych prostor a jsou Uctovany
do nakladt obdobi, do kterého vécne a ¢asove prisluseji.

Prijmy pristich obdobi zahrnuji zejména douctovani ceny

na Uhradu nakladd spojenych s podporou elektfiny, pevné ceny

za ¢innost zUctovani, roky z vkladd v bankéch a ostatni sluzby
a jsou Uctovany do vynosu obdobi, do kterého vécné a ¢asové

prislusi.

Legal allowances are created in compliance with the Act on
Provisions and are tax deductible.

7. SHORT-TERM FINANCIAL ASSETS
AND CASH

Cash at bank includes term and demand deposits with Komercni
banka, Ceska spofitelna, a.s., UniCredit Bank Czech Republic and
Slovakia, a.s. and CSOB, a.s.; the deposits are mainly denominated
in CZK.

Short-term financial asset in the amount of CZK 250,000 thousand
includes deposit bill of exchange with CSOB, a.s. due 11 April 2017.

8. PREPAID EXPENSES AND ACCRUED
INCOME

Prepaid expenses include, in particular, the office rent expenses,
which are charged to income for the year in which they were
incurred.

Unbilled revenues include, in particular, an additional portion of price
charged for the costs related to electricity support, an additional
portion of fixed prices charged for the settlement activity, interest
and other services.
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9. VLASTNI KAPITAL

Z&kladni kapital spole¢nasti tvori po slouceni jedna akcie
s nominalni hodnotou 340 mil. K&. Akcie zni na jméno, je piné
upséna a splacena.

V letech 2016 a 2015 doslo k nasledujicim zménam ucta
vlastniho kapitélu (v tis. K&):

9. EQUITY

The basic capital of the Company consists of one share with
a nominal value of CZK 340 million. The share is registered and fully
subscribed and paid.

The movements in the capital accounts during 2016 and 2015 were
as follows (in CZK thousands):

Zastatek Zastatek Zastatek
k 31.12. 2014 k 31.12. 2015 k 31.12. 2016
Balance as at Zvyseni Snizeni Balance as at Zvyseni Snizeni Balance as at
31/12/ 2014 Increase Decrease  31/12/ 2015 Increase Decrease  31/12/ 2016
Pocet akeif
Number of shares 1 1 1
Z&kladni kapital
Basic capital 340 000 340 000 - - 340 000
Rezervni fond « Reserve 31367 4 894 36 261 5600 - 41861
Sociélni fond - Social fund 972 1864 1675 1181 1862 -1654 1369
Fond rozvoje
Development fund 227 275 62 81 290 086 97 295 - 387 381

Spolec¢nost soustfedi volné finan¢ni prostredky pro budoucf
investi¢ni potfeby ve fondu rozvoje. Socialni fond je urcen
ke kryti nérokd zaméstnanct nad rémec zakoniku prace.

Na zakladé rozhodnuti jediného akcionare v plsobnosti valné
hromady spole¢nosti ze dne 30. kvétna 2016 a 21. kvétna 2015
bylo schvaleno nasledujici rozdéleni zisku za roky 2015 a 2014
(v tis. K&):

The Company creates a development fund, in which financial

means for future investments needs are collected. A social fund is
restricted for covering the employees' needs beyond the framework
of the Labor Code.

On 30 May 2016 and 21 May 2015, the sole shareholder executing
the powers of the general meeting approved the following profit
distribution for 2015 and 2014, respectively (in CZK thousands):

Zisk roku 2015 ¢ Profit for 2015 112 007

Zisk roku 2014 ¢ Profit for 2014 97 869

Pridél do -+ Allocation to —

Pridél do — - Allocation to —

rezervniho fondu « reserve 5600 rezervniho fondu « reserve 4 894
socialniho fondu + social fund 1862 socialniho fondu « social fund 1864
fondu rozvoje - development fund 97 295 fondu rozvoje « development fund 62 81
Vyplaty tantiém « Royalties distribution 3920 Vyplaty tantiém « Royalties distribution 3800
Vyplaty dividend - Dividend distribution 3330 Vyplaty dividend - Dividend distribution 24 500

Vyroéni zprava 2016
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10. REZERVY

Zmeény na Uctech rezerv

10. PROVISIONS

The movements in the provision accounts were as follows

(v tis. K&): (in CZK thousands):
Zistatek Zistatek Ziastatek
k 31.12. 2014 Zactovani  k 31.12. 2015 Zactovani  k 31.12. 2016
Balance as at Tvorba rezerv rezerv Balance as at Tvorba rezerv rezerv Balance as at
31/12/ 2014 Additions Deductions  31/12/ 2015 Additions Deductions  31/12/ 2016
Rezerva na dan z prijmu
Provision for corporate
income tax 2 454 15 753 -2 454 16 753 15753
Ostatni rezervy
Other provisions 9 081 9026 -9 081 9026 8137 -9 026 8137

Ostatni rezervy jsou tvoreny na odmeény c¢lent organd
spole¢nosti a na nevycerpanou dovalenou.

1. KRATKODOBE ZAVAZKY

K 31.12. 2016 a k 31.12. 2015 vySe splatnych zavazkl
pojistného na sociélni a zdravotni zabezpeceni ¢inila
2 367 tis. K¢ a 2 441 tis. K¢.

Prijaté zalohy predstavuji slozené financni zajisténi subjekt
zUctovani pro obchodovani na trhu s elektfinou a plynem.

Jiné zavazky predstavuji zejména zavazky vyplyvajici
z podpory elektriny a provozni podpory tepla.

Dohadné ucty pasivni zahrnuji predevsim naklady na dosud
nevyUctovanou podporu podporovanych zdrojd energie
vztahujici se k béznému roku.

Z4avazky vUdi spiiznénym osobam (viz odstavec 18).

12. ZAVAZKY K UVEROVYM INSTITUCIM

Spoletnost ma u bankovnich Ustava (Komeréni banka, a.s.,
Ceska spotitelna, a.s., UniCredit Bank Czech Republic and
Slovakia, a.s., a CSOB, a.s.) zfizen syndikovany Uvér do vyse

B 500 000 tis. K&, ktery slouzi k vyrovnani casového nesouladu
mezi piijmy a vydaji na podporu podporovanych zdroj energie.
K 31.12. 2016 byl cerpan Uveér ve vysi 470 119 tis. K¢ se
splatnosti v lednu 2017, k 31.12. 2015 nebyl Uvér cerpan.

K 31.12. 2016 byl ¢erpan kontokorentni ivér od Komeréni banky
v ¢astce 17 319 tis. K&, k 31.12. 2015 nebyl Gvér cerpan.

Other provisions were created for bonuses paid to the members of
the Company boards and for accrued vacation.

1. CURRENT LIABILITIES

As at 31 December 2016 and 2015, the Company had liabilities of

CZK 2,367 thousand and CZK 2,441 thousand, respectively, owing to

social security and health insurance premiums.

Advances received represent financial collateral received from
the subjects of settlement for trading on the electricity and gas
markets.

Other liabilities mainly include liabilities from electricity support and

heat operating aid.

Unbilled deliveries represent, in particular, costs of not yet settled
renewable energy sources support related to the current year.

Payables to related parties (see Note 18).

12. AMOUNTS OWED TO CREDIT
INSTITUTIONS

The Company has a syndicated loan of CZK 6,500,000 thousand
granted by Komeréni banka, a.s., Ceska spofitelna, a.s., UniCredit
Bank Czech Republic and Slovakia, a.s., and CSOB, a.s.; the loan is
used to offset the discrepancies in timing of income generated
from, and expenses incurred in, renewable resources support.
As at 31 December 2016, the loan was used in the amount of
CZK 470119 thousand with maturity in January 2017. As at 31
December 2015, the loan was not used.

As at 31 December 2016, an overdraft facility with Komerénf
banka was used in the amount of CZK 17,319 thousand.
As at 31 December2015, the overdraft facility was not used.
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Naklady na uroky a poplatky vztahujici se k revolvingovému
Uvéru za roky 2016 a 2015 ¢inily 23 100 tis. K¢ a 15 211 tis. K¢.
Paoplatky jsou vykazany ve vykazu zisku a ztraty v ramci
polozky Ostatnich financnich nakladu.

Smlouva o Uvéru obsahuje finanéni ukazatel o minimalni vysi
pohledavek k rozdilu Gveéru a finan¢niho majetku, ktery musi
spolec¢nost dodrzovat. K 31.12. 2016 a k 31. 12. 2015 spole¢nost
tyto podminky dodrzovala.

13. CASOVE ROZLISENI PASIV

Vydaje pfistich obdobi zahrnuji pfedevsim polozky souvisejici
s vyplatou podpory podporavanym zdrojiim a na vyporadani
odchylek a kratkodobého trhu a jsou Uctovény do nékladl
obdobi, do kterého veécne a ¢asove prisluseiji.

Vynosy pfistich obdobi zahrnuji pomérnou ¢ast prostredkd,
které slouzf ke kryti ndkladd spojenych s podporou elektfiny

a jsou Uctovany do vynosu obdobi, do kterého vécné a ¢asove
prislusi.

Polozky vydajt a vynost piistich obdobf (v tis. K&):

The interest expense and fees relating to revolving loan for 2016
and 2015 were CZK 23,100 thousand and CZK 15,211 thousand,
respectively. The fees are presented in Other finance cost in the
accompanying income statement.

The loan agreement includes a financial indicator which must

be met by the Company, namely a certain minimum level of

a quotient of receivables and the loan amount less financial assets.
As at 31 December 2016 and 2015, the Company was in compliance
with the covenant.

13. ACCRUALS AND DEFERRED INCOME

Accruals include, in particular, items relating to the payment of
supported energy source support and imbalances and short-term
market settlement, which are charged to income for the year in
which they were incurred.

Deferred income includes, in particular, a proportionate part of the
funds covering the electricity support costs, which is recognized

into income for the year in which it was earned.

The breakdown of accruals and deferred income (in CZK thousands):

2016 2015
Vydaje pristich obdobi « Accruals
Platby na kryti podpory podporovanych zdrojd « Payments to cover supported energy source support 974 383 1262 326
Vyporadani odchylek a kratkodobého trhu « Imbalances and short-term market settlement 62 340 879100
Ostatni sluzby - Other services 36 258 50 326
Vynosy pfistich obdobf » Deferred income
Vynosy na kryti nakladd podpory « Revenue from funds covering electricity support costs 1197 583

14. DERIVATY

Spole¢nost mé uzaviené smlouvy o derivatech. K 31. 12. 2016
spole¢nost precenila derivaty na redlnou hodnotu a kladné,
resp. zaporné realné hodnoty derivatl jsou vykédzany v jinych
pohledavkach, resp. v jinych zévazcich.
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14. DERIVATIVES

The Company has concluded several derivative contracts.

As at 31 December 2016, the derivatives were revalued at fair value,
with the positive and negative fair values of derivatives being
included in other receivables and other payables, respectively.



V nasleduijici tabulce je uveden prehled nominalnich ¢astek
a kladnych a zapornych reélnych hodnot otevienych derivatt
uréenych k obchodovani k 31.12. 2016 (v tis. K&):

The following table summarizes face values and positive or

negative values of outstanding derivatives held for trading

as at 31 December 2016 (in CZK thousands):

2016

Contractual/Face value

Smluvni/Nominalni

Realna hodnota ¢ Fair value

Kladna ¢ Positive

Zaporna * Negative

Ménové kontrakty « Foreign exchange contracts

Forwardy na nékup EUR - Forwards for EUR purchase 8 210 21
Derivaty urcené k obchodovani celkem
Total derivatives held for trading 8 210 21
N Z PRIJMU COME TAXES
Stanoveni vyse splatné dané (v tis. K&): Tax expense calculation (in CZK thousands):
2016 2015
Zisk pred zdanénim - Profit before taxes 131935 139153
Rozdily mezi u¢etnimi a danovymi odpisy - Difference between book and tax depreciation 47 235 39 840
Tvorba/zuctovéni rezerv a opravnych polozek « Creation/release of provisions and allowances -43 385 49 991
Ostatni nedariové néklady - Other (e.g. entertainment expenses) 1552 3722
Zdanitelny prijem - Taxable income 137 337 232706
Sazba dané z prijmu « Current income tax rate 19% 19%
Dari « Tax 26 094 44 214
Odlozenou dan vycislila spole¢nost nasledovne The Company quantified deferred taxes as follows
(v tis. KE&): (in CZK thousands):
2016 2015
Odlozena danova Odlozeny darnovy OdloZena danova Odlozeny darovy
pohledavka zavazek pohledavka zavazek
Polozky odlozené dané Deferred Deferred tax Deferred Deferred tax
Deferred tax items tax asset liability tax asset liability
Rozdil mezi Ucetni a dafiovou zUstatkovou
cenou dlouhodobého majetku
Difference between net boaok value of fixed
assets for accounting and tax purposes 11750 2775
Rezervy na odmény statutarnich
organd a na dovolenou, opravné polozky
k pohledavkam
Provisions for bonuses to statutory board
members and for accrued vacation, allowances
against receivables 2981 1224
Odlozena dan  Net deferred tax 14731 - 13 999 -

&rky

Ucetni zaveér|
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16. MAJETEK A ZAVAZKY NEVYKAZANE
V ROZVAZE

Spole¢nost poskytuje bankovni zaruku ve vysi 64 tis. EUR
pronajimateli kancelérskych prostor, v nichz sidli. Dale
spole¢nost poskytuje na zakladé obchodniho vztahu

na trhu s plynem bankovni zaruku provozovateli prepravni
soustavy plynu spole¢nosti NET4GAS, s.r.o., jejiz vyse Cinila
213 000 tis. K& k 31.12. 2016 a 292 000 tis. K¢ k 31.12. 2015.
Spolec¢nost poskytuje bankovni zaruku NET4GAS, s.r.o., vzdy
s platnosti na kalendarni ¢tvrtleti.

Bankovni zéruky poskytované subjekty zG¢tovani (subjekty
U¢astnici se trhu s elektfinou a plynem), kterymi jsou
zajistovany zavazky vici spole¢nosti z titulu Ucasti

na organizovaném kratkodobém obchodé a z titulu
vyporadani odchylek, ¢inily 5 578 460 tis. K& k 31.12. 2016
a 5 766 300 tis. K¢ k 31.12. 2015.

Spole¢nost je Uc¢astnikem nékolika spravnich Fizeni vedenych
Energetickym regulacnim Uradem a nékolika soudnich spord
tykajicich se vyplaty podpory elektfiny z cbnovitelnych

zdrojl energie. Spole¢nost nepovazuje riziko spojené se
spravnimi rizenimi a soudnimi spory za vyznamné. Spolec¢nost
predpoklédé, Ze v pripade, kdy by spory prohrala, by pripadné
vydaje byly uhrazeny z trzeb z plateb ceny na Uhradu nakladd
spojenych s podporou elektfiny a dotace ze statniho rozpoctu,
pripadne z ceny za ¢innosti operéatora trhu.

17. OSOBNi NAKLADY

Rozpis osobnich nakladd
(v tis. K&):

16. COMMITMENTS AND CONTINGENCIES

The Company provides a bank guarantee of EUR 64 thousand to
the lessor of the office space in which the Company's registered
office is located. In addition, on the basis of business relationships
on the gas market, the Company provides a bank guarantee to the
gas distribution system operator, NET4GAS, s.r.o.; the guarantee
amounted to CZK 213,000 thousand and CZK 292,000 thousand
as at 31 December 2016 and 2015, respectively. The guarantee is
provided on a quarterly basis.

Bank guarantees provided by subjects of settlement (subjects
participating in the electricity and gas market), which serve as
financial collateral for liabilities to the Company arising from

the participation in the organized short-term market and from
the clearance of the imbalances, were CZK 5,578,460 thousand
and CZK 5,766,300 thousand as at 31 December 2016 and 2015,
respectively.

The Company is involved in several administrative proceedings
held by the Energy Regulatory Office and several lawsuits relating
to the payment of support for electricity from renewable energy.
The Company believes that the risks related to the administrative
proceedings and lawsuits are immaterial. The Company assumes
that if it lost the lawsuits, any related expenses would be
reimbursed from revenues from the price paid to cover electricity
support costs and from the government subsidy, and/or from the
price for market operator function.

17. PERSONNEL AND RELATED EXPENSES

The breakdown of personnel expenses is as follows
(in CZK thousands):

2016

2015

Celkovy pocet
zaméstnancl

a ¢lent organt
Total number of
employees and
members of bodies

Clenové Fidicich

a kontrolnich
organi

Members of
management and
supervisory bodies

Celkovy pocet
zaméstnancl

a ¢lenl organt
Total number of
employees and
members of bodies

Clenové Fidicich

a kontrolnich
organu

Members of
management and
supervisory bodies

Primeérny pocet zaméstnancl a ¢lend organd
Average number of employees and members

of bodies B4 19 63 17
Mzdy a odmény - Salaries and bonuses 50 995 24 418 51646 24 044
Socidlni zabezpeceni a zdravotni pojisténi

Social security and health insurance 16 837 8302 16 7569 7777
Socidlni néklady * Social cost 1320 304 1334 273
Osobni naklady celkem

Total personnel expenses 69 152 33 024 69 739 32 094
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Rozpis osobnich nakladd organt spolecnosti

The breakdown of personnel expenses of Company bodies is as

(v tis. K&): follows (in CZK thousands):
2016 2015
Osobni naklady Osobni naklady
celkem celkem
Total personnel Total personnel
expenses expenses
Ridici organy + Management bodies 29 312 28 243
Kontrolni organy « Supervisory bodies 3712 3 851
Ridici a kontrolnf organy * Management, supervisory and administrative bodies 33 024 32 094

18. INFORMACE O SPRIZNENYCH
OSOBACH

Spole¢nost bézné prodavéa zbozi a poskytuje sluzby

od spriznénych osob, v nichZz ma majetkovy podil akcionar
spole¢nosti — stat Ceska republika. V letech 2016 a 2015 dosah!
tento objem prodeje 3 214 782 tis. K¢ a 3 974 520 tis. K¢.

Kratkodobé pohledavky za spriznénymi osobami k 31.12.
(v tis. K&):

18. RELATED PARTY INFORMATION

The Company sells products and provides services to a party
related through its sole shareholder, i.e. the Czech Republic, in the
ordinary course of business. Sales were CZK 3,214,782 thousand
and CZK 3,974,520 thousand in 2016 and 2015, respectively.

Short-term receivables from related parties as at 31 December were
as follows (in CZK thousands):

Related party 2016 2015

SpFiznéna osoba 2016 2015

CEPS, as. 14,825 38,975

CEPS, as. 14 825 38 976

Spolec¢nost nakupuje zbozi a vyuziva sluzeb spriznénych osob
v rémci bézné obchodni ¢innosti podniku. V letech 2016 a 2015
¢inily ndkupy 2 303 712 tis. K& a 1954 128 tis. K¢,

Kratkodobe zavazky veetné financniho zajisténi vici
spiiznénym osobam k 31. 12. (v tis. K&):

The Company purchases goods and receives services from

a related party in the ordinary course of business. Purchases were
CZK 2,303,712 thousand and CZK 1,954,128 thousand in 2016 and
2015, respectively.

Current payables, including financial collateral, to related parties as
at 31 December were as follows (in CZK thousands):

Spriznéna osoba 2016 2015

Related party 2016 2015

CEPS, as. 197 464 84 930

CEPS, as. 197,464 84,930
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19. VYZNAMNE POLOZKY ZISKU A ZTRAT

Rozpis trzeb za prodej zbozi a vlastnich vyrobkd a sluzeb
(v tis. KE):

19. SIGNIFICANT ITEMS OF INCOME STATEMENT

The breakdown of revenues from the sale of goods and finished
products is as follows (in CZK thousands):

2016 2015
Domaci Zahraniéni Domaci Zahranicni
Domestic Foreign Domestic Foreign
Trzby z vyporadani odchylek a denniho trhu
Revenues from clearance of imbalances and
day-ahead spot market 19 749 540 3792 895 20 828 951 4 588 774
Trzby za sluzby zdctovani elektiiny a plynu
Revenues from settlement of electricity and gas 771880 29617 658 194 31247
Trzby za sluzby Rejstiiku emisnich povolenek
Emission allowances registry 8973 31 9 049 40
Vynosy celkem ¢ Total revenues 20 530 393 3 822 543 21496 194 4 620 061

Jiné provozni vynosy jsou tvoreny zejména cenou na Uhradu
nakladl spojenych s podporou elektriny, slozkou ceny

za distribuci elektriny spojenou s podporou decentralni vyroby
elektfiny a dotaci z prostredkd statniho rozpoctu na krytf
nékladl na podporu elektfiny a provozni podporu tepla.

Jiné provozni naklady predstavuji zejména Uhrady nakladd
na podporu elektfiny, provozni podporu tepla a podporu
decentralni vyroby elektriny.

Prehled vynost a nékladl souvisejici s podporou
podporovanych zdrojd energie (v tis. K&):

Miscellaneous operating income includes, in particular, the price paid
to cover electricity support costs, the component of electricity
distribution price covering the support of decentralized electricity
generation and government subsidies intended to cover the costs
of electricity support and heat operating aid.

Miscellaneous operating expenses include, in particular, the
payments of costs of electricity support, heat operating aid and
decentralized electricity generation support.

The breakdown of revenues and expenses related to renewable
sources support (in CZK thousands):

2016 2015
Cena na Uhradu néklad podpory « Price paid to cover electricity support costs 23081372 29149100
Cena na Uhradu podpory decentrainf vyroby
Price paid to cover the support of decentralized electricity generation 3138 241066
Dotace ze statniho rozpoctu + Government subsidies 21966 000 15700 000
Casové rozligeni vynost - Accrued revenues 1198 423 2 868199
Zavazek v(ci statnimu rozpoctu - Due to government — state budget -2 694 010 -3 830 740
Vynosy na thradu naklada podpory * Revenue from electricity support costs 43 553 923 44127 625
Podpora formou zeleného bonusu a kompenzace - Green bonus incentives and compensations 27 206 633 25549789
Podpora formou povinného vykupu « Purchase prices of energy 16 037 987 17 823 958
Cena za ¢innost pavinné vykupujiciho « Cost of obligatory purchaser's activities 282 124 402 607
Podpora decentrélni vyroby elektriny « Support of decentralized electricity generation 1964 203 401
Naklady na vyplatu naklada podpory ¢ Total electricity support payment costs 43 528 708 43 979 755

K pohleddvkam po Ihite splatnosti byla v roce 2016 a 2015
vytvorena opravna polozka ve vysi 25 215 tis. K&, resp.
147 870 tis. K&, o tyto ¢astky vynosy prevysuji néklady
souvisejici s podporou podporovanych zdroju.

Polozka rozvahy ,Jiné pohledéavky" zahrnuje k 31. 12. 2016
a 31.12. 2015 pohledavku z titulu splatky dotace ze statniho

Vyroéni zprava 2016
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In 2016 and 2015, an allowance totaling CZK 25,215 thousand and
CZK 147,870 thousand, respectively was created against overdue
receivables; these are amounts for which revenues exceed
expenses related to renewable sources support.

As at 31 December 2016 and 2015, the Miscellaneous receivables
caption in the accompanying balance sheet includes a receivable
of CZK 5,491,250 thousand and CZK 3,925,000 thousand,



rozpoctu na Uhradu nakladl spojenych s podporou elektfiny
ve vysi 5 491250 tis. K¢, resp. 3 925 000 tis. Ke.

PoloZka rozvahy ,Stat-danové zédvazky a dotace" zahrnuje

k 31.12. 2016 a 31.12. 2015 zavazek ve vysi 2 694 010 tis. K¢,
resp. 3 830 740 tis. K¢ z titulu vraceni dotace do stétniho
rozpoctu, ktery vznikl z prebytku vynost nad néklady

na podporu elektriny za rok 2016 a 2015.

Rozdil, o ktery celkové prijmy na Uhradu nakladd podpory v roce

2016 prevysSovaly naklady spojené s vyplatou podpory, byl

Uctovan jako zavazek vici statnimu rozpoctu a bude vyporadan

v souladu s podminkami ¢erpani dotace ze statniho rozpoctu.

Za roky 2016 a 2015 ¢inily odmeény statutarnimu auditorovi
za povinny audit 800 tis. K& ro¢né.

20. PREHLED O PENEZNICH TOCICH

Prehled o penéznich tocich byl zpracovén nepfimou metodou.

21. PREHLED O ZMENACH VLASTNIHO
KAPITALU (viz odstavec 9)

Sestaveno dne: 23. 3. 2017

Padpis statutarniho organu Ucetni jednotky:

y

Ing. Ales Tomec
predseda predstavenstva
Chair of the Board of Directors

A

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

Osoba odpovédna za Ucetni zavérku:

LAY

Ing. Michal Ivanek
mistopfedseda predstavenstva
Vice-Chair of the Board of Directors

respectively arising from repayment of government subsidy to
caver electricity support costs.

As at 31 December 2016 and 2015, the Due to government — taxes
and subsidies caption in the accompanying balance sheet includes
a liability of CZK 2,694,010 thousand and CZK 3,830,740 thousand,
respectively arising from paying the subsidy back to government;
the liability represents the excess of the revenue over the
electricity support costs for 2016 and 2015, respectively.

The excess, if any, of the total revenue generated in 2016 from
electricity support costs over the expenses incurred in the support
was presented as a liability due to government and will be settled

pursuant to the terms and conditions of using the government subsidy.

In 2016 and 2015, statutory auditor's fees for statutory audit
totaled CZK 800 thousand annually.

20. STATEMENT OF CASH FLOWS

The cash flow statement was prepared under the indirect methad.

21. STATEMENT OF CHANGES IN EQUITY
(see Note 9)

Prepared on: 23 March 2017

Signature of entity's statutory body:

Person responsible for financial statements:

Notes to Financial Statements

Priloha Gcetni zavérky

81



ORGANIZACNI STRUKTURA
ORGANIZATIONAL STRUCTURE

Organizaéni schéma OTE, a.s., k 31. 12. 2016
Organizational Structure as at 31 December 2016

Dozorci rada

Supervisory Board

Predstavenstvo

Board of Directors

Vybor pro audit

Audit Committee

Kancelaf predstavenstva

Board of Directors Office

Usek Sluzby spoleénosti

Company Services section

Odbor Spréva podporovanych
zdrojl energie

Subsidized Energy Sources
Administration

Zakaznické
sluzby

Customer
Service

Odbor Spréva povolenek
a zaruk plvodu

Administration
of Allowances and GOs

Platné od 1.10. 2016

Effective as of 1 October 2016

Vyroéni zprava 2016
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Usek Obchod a Bilance

Market and Balance section

Odbor
Bilance elektfiny

Electricity Balance

Odbor
Bilance plynu

Gas Balance

Odbor
Obchod

Energy Markets

Odbor
Rozvoj trhu

Market Development

Usek Ekonomika

Economics section

Odbor
Rizeni IT

IT Management

Odbor
Finance

Finance

Odbor
Sprava majetku a sluzby

Facility and Services



ZPRAVA 0 VZTAZICH

mezi ovladajici osobou a osobou ovladanou
a mezi ovladanou osobou a osobami ovladanymi
stejnou ovladajici osobou za rok 2016

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 2016

Z&kon o obchodnich spoleGnostech a druzstvech (zékon

o0 obchodnich karporacich) ¢. 90/2012 Sh. (déle téZ ZOK)

v ustanoveni § 82 stanovi povinnost pro statutarni orgén
ovladané osoby vypracovat pisemnou zpravu o vztazich mezi
ovladajici osobou a osobou ovladanou a mezi ovladanou osobou
a osobami ovladanymi stejnou ovlédajici osobou za uplynulé
Ucetni obdobi.

Spoletnost OTE, a.s., (déle jen OTE) byla zalozena statem
Ceské republika a podil statu na vlastnickych prévech &ini
100 %. Stét je tak jedinym akcionafem a osobou ovlddajic (déle
té7 ovladajici osoba) a OTE je osobou ovlddanou. Vykonem
akcionarskych préav je povéreno Ministerstvo primyslu

a obchodu.

Spolecnost OTE, a.s., neni kapitalové propojena s zédnou
spole¢nosti ovlddanou stejnou ovladajici osobou, neni
spole¢nikem téchto osob.

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 the partner thereof.

Zprdva o vztazich mezi propojenymi osobami

Report on Related Parties
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Struktura vztah
dle § 82 odst. 2 pism. a) ZOK

Ovladajici osoba (v souladu s § 74 ZOK)

Structure of relations pursuant to Section 82,
Subsection 2, Letter a) of BCA

Controlling entity (pursuant to Section 74 of BCA)

Ceska republika - Ministerstvo primyslu a obchodu

Czech Republic - Ministry of Industry and Trade

Nazev Ministerstvo primyslu a obchodu Name Ministry of Industry and Trade

Sidlo Na Frantigku 32, Praha 1, PSC 110 00 Registered office Na Frantisku 32, Prague 1, postal code 110 00
[ 47609109 Business Registration No. (IC) 47609109

Vztah k ovladané Jedinym akcionarem a ovladajici osobou Relations with the controlled  The state of the Czech Republic is the sole
osobé spole¢nosti OTE, a.s., ve smyslu § 74 ZOK je entity shareholder and the controlling entity of

stat Ceska republika. Vykon akcionarskych
prav Ceské republiky vykonéva z povéreni
stétu Ministerstvo primyslu a obchodu.

Ovladana osoba (v souladu s § 74 ZOK)

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.

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 Sokolovskéa 192/79, Prague 8,
e 26463318 postal code 186 00

Osoby se smluvnim vztahem s OTE ovladané stejnou
ovladajici osobou (v souladu s § 82 ZOK)

Business Registration No. (IC) 26463318

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, ass. Name CEPS, as.

Sidlo Elektrarenska 774/2, Praha 10, PSC 10152 Registered office Elektrérenska 774/2, Prague 10,
T 25702556 postal code 10152

Vztah k ovladané osobé Osoba ovlddana stejnou ovlddajici osobou
se vzajemnymi smluvnimi vztahy

ORGANIZACNIi SCHEMA POPISUJICi STRUKTURU
VZTAHU DLE § 82 ZOK

Ministerstvo pramyslu

a obchodu

OTE, a.s. CEPS, a.s.

Vyroéni zprava 2016
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Business Registration No. (IC) 25702556

Relations with the controlled  Entity controlled by the same controlling
entity entity with mutual legal relations

ORGANIZATIONAL CHART DEPICTING
THE STRUCTURE OF RELATIONS PURSUANT
TO SECTION 82 OF BCA

Ministry of Industry

and Trade

OTE, a.s. CEPS, a.s.



Uloha ovladané osoby dle § 82 odst. 2 pism. b)
ZOK, zplsob a prostiedky ovladani dle § 82
odst. 2 pism. ¢) ZOK

Ovladdana osoba ma od sveho vzniku dne 2. ¢ervence 2001
jediného akcionare, kterym je stat, tj. Ceska republika.

Prava akcionare v ovladané osobé jménem statu vykonava
vladou pisemné povereny zaméstnanec zakladajiciho
ministerstva, kterym je Ministerstvo primyslu a obchodu.

K ovladani dochazi prostfednictvim rozhodovani jediného
akcionare v plsobnosti valné hromady ovladané spolecnosti.
Ovladdana osoba ma tficlenné predstavenstvo, které je voleno
a odvolavano dozoref radou. Clenové dozoréi rady spolednosti
jsou voleni rozhodnutim jediného akcionare pri vykonu
pUsobnosti valné hromady. Dozor¢i rada mé Sest ¢lent. OTE
je drzitelem licence na ¢innosti operatora trhu podle zékona
¢. 458/2000 Sb., o podminkéch podnikani a o vykonu statni
spravy v energetickych odveétvich a o zméné nékterych zékond
(energeticky zakon — EZ), a vykonéva rovnéz ¢innosti, které

ji jako drziteli licence na ¢innosti operatora trhu prisluseji dle
zédkona ¢. 165/2012 Sb., o podporovanych zdrojich energie

a 0 zméng nékterych zakon(, a zékona ¢. 383/2012 Sb,,

0 podminkach obchodovani s povalenkami na emise
sklenikovych plynt.

Pfehled jednani dle § 82 pism. d) ZOK

V Ucetnim obdobi od 1. 1. 2016 do 31. 12. 2016 nebyla u¢inéna
74dné jednani ve smyslu ust. § 82 odst. 2 pism. d) zékona

¢. 90/2012 Sb., o obchodnich korporacich a druzstvech (zékon
o0 obchodnich korporacich).

OTE je v bézném obchodnim styku se spole¢nosti ovladanou
stejnou ovladajici osobou uvedenou nize v seznamu a ma

s touto spole¢nosti uzavieny smlouvy, které vyplyvaijf

z energetického zékona ¢. 458/2000 Sb. v platném znéni

a souvisejicich pravnich predpist.

Smlouvy odpovidaji b&Znému obchodnimu styku a nebyly
uzavreny za jinych nez obvyklych podminek, Zadné z osob dle
odstavce 1) § 82 zékona o obchodnich korporacich nemé zadné
zvlastni vyhody, které by vyplyvaly z tohoto spojeni. Jiné
pravni Ukony nebo jind opatreni v zajmu téchto osob nebyly
ucineny ani na jejich popud prFijaty nebo uskutec¢neny ze strany
OTE. Uvedené osoby neucinily zadné pravni tkony ¢i opatreni,
které by privodily OTE majetkovou Ujmu ¢i vyhodu.

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 operatar 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
2016 to 31 December 2016 pursuant to the provision of Section
82, Subsection 2, Letter d) of Act No. 90/2012 Call, 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.

Zprdva o vztazich mezi propojenymi osobami

Report on Related Parties
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Pfehled smluvnich vztaht platnych pro Gcetni
obdobi roku 2016 mezi osobou ovladanou
a osobou ovladajici dle § 82 odst. 2 pism. e) ZOK

Mezi osobou ovladanou a osobou ovladajici neexistovaly v roce

2016 zadné zévazky ze smlouvy.

Pfehled smluvnich vztaht platnych

pro Uéetni obdobi roku 2016 mezi osobami
ovladanymi stejnou ovladajici osobou

dle § 82 odst. 2 pism. e) ZOK

CEPS, a.s.

+ smlouva o zU¢tovani odchylek ze dne 29. 3. 2003 a jejf
dodatky,

- smlouva o provozavani vyrovnavaciho trhu s regulaéni
energil ze dne 22.12. 2003,

- smlouva o predavani Udajt pro zUctovani odchylek ze dne
5.1. 2004 a jeji dodatek,

- smlouva o predavani Udajl o regulacni energii ze dne
5.1. 2004 a jeji dodatek,

- smlouva o vystavovani dokladl ze dne 17. 4. 2008,

+ smlouva o pristupu na organizovany kratkodoby trh
s elektfinou ze dne 3.10. 2010 a jeji dodatky,

- smlouva o vyporadani rozdill plynoucich ze zuctovani
nékladt na odchylky a nékladd na regula¢ni energii
ze dne 15. 12. 2015 nahradila pavodni smlouvu
ze dne 19. 12, 2006 vcetné dodatk,

+ smlouva o vzajemné spoluprdci pfi organizovani

preshrani¢niho denniho trhu s elektfinou formou implicitnich

aukcf (bilateralni smlouva) ze dne 10. 9. 2012 a jeji dodatek,
jejimz predmeétem je vyporadani vysledného preshrani¢niho
prenosu elektriny, ktery je vystupem z provozovani
propojenych dennich trh — 4M Market Coupling,

+ smlouva 0 4M Market Coupling (multilateraini smlouva) ze dne

13. 1. 2014, jejimz predmétem jsou spolupréce, koordinace
a vymeéna dat nutné k provozu a rozvoji spolec¢ného
feseni a postupl pro propojeni dennich trha s elektrinou
v Ceské republice, Slovensku, Madarsku a Rumunsku. Jde
o multilateralni smlouvu mezi pfislusnymi organizatory trhu
a provozovateli prenosovych soustav,

- smlouva pro navrh a implementacni fazi propojeni dennich
trhl stredni a vychodni Evropy dle metody FB pro vypocet

preshrani¢nich kapacit ze dne 22. 6. 2016, jejimz pfedmétem

jsou prava a povinnosti spojena s vybérem projektového
manazera projektu a podminky, za jakych bude smlouva

s projektavym manazerem podepséana. Smlouva upravuje
také sdileni nakladt na vybér projektového manazera mezi
stranami smlouvy. Jedna se o multilateralni smlouvu mezi
organizatory trhu a pfenosovymi soustavami regionu CEE,

Vyroéni zprava 2016
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Overview of agreements between the controlled
entity and the controlling entity for 2016 pursuant to
Section 82, Subsection 2, Letter €) of BCA

No obligations arose from the agreements between the controlled
entity and the controlling entity in 2016.

Overview of agreements between entities controlled
by the same controlling entity for 2016 pursuant to
Section 82, Subsection 2, Letter e) of BCA

CEPS, a.s.

+ Agreement on settlement of imbalances of 29 March 2003
and its amendments,

+ 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 156 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 2074 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 the implementation phase of
the Central and Eastern Europe day-ahead flow-based market
coupling project of 22 June 2016. The agreement sets out the
rights and obligations pertaining to the selection of a project
manager and the conditions of signing a contract with the project
manager. The agreement also defines sharing of costs incurred
during the project manager selection between contractual
parties. It is a multilateral agreement between the market
operatars and transmission systems in the CEE region,



» smlouva o spoleéném smluvnim subjektu pro vyber
projektového manazera projektu NWE-CEE FB MC
ze dne 19. 2. 2016, jejimz predmetem je Uprava prav
a povinnosti mezi stranami projektu NWE-CEE FB MC
a zévazek spolupracovat na vyvaji a implementaci procesu
preshrani¢niho prenosu elektiiny metodou FB pro vypocet
preshrani¢nich kapacit.

Vyse uvedené smlouvy neposkytuji OTE zadné zvlastni vyhody
ani nevyhody ve smyslu ust. § 82 odst. 4) zdkona o obchodnich
korporacich. Ceny Uctovane v oblasti elektroenergetiky

a plynarenstvi jsou ceny regulované Energetickym regulacnim
Ufadem a v souladu s jeho platnymi cenovymi rozhodnutimi.

OTE nema Zadné smluvni vztahy s dalsimi osobami ovlddanymi
Ministerstvem primyslu a obchodu zde neuvedenymi.

Zpréava o vztazich byla vypracovana v souladu s ustanovenim
§ 82 zékona ¢. 90/2012 Sh., 0 obchodnich spoleénostech

a druzstvech (zékon o obchodnich korparacich),

v platném znéni, za posledni Uc¢etni obdobi, tj. od 1. ledna

do 31. prosince 2016. Tato zprava bude predlozena

k prezkoumani dozorci rade spole¢nosti a jako sou¢ast vyroéni
zpravy k posouzeni auditorovi.

Zpréva je soutasti vyrotni zpravy podle zékona ¢. 563/1991 Sb.,
0 Ucetnictvi, a bude zverejnéna v zakonné Ihité ulozenim

do sbirky listin, ktera je soucasti obchodniho rejstfiku vedeného
Méstskym soudem v Praze.

V Praze dne 20. brezna 2017

y v

Ing. Ales Tomec
predseda predstavenstva
Chairman of the Board of Directors

)N
Ao
\
Ing. Michal Ivanek
mistopredseda predstavenstva
Vice-Chairman of the Board of Directors

- Agreement on the Contracting Entity of the Project Management
Office of the NWE-CEE FB MC project of 19 February 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.

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 2016. 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 Call,, 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, 20 March 2017

Zprdva o vztazich mezi propojenymi osobami
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REJSTRIK POJMU A ZKRATEK

TERMS AND ACRONYMS

Zkratka Vyznam Abbreviation Description
4M MC Propojenf dennich trh mezi Ceskou republikou, 4M MC Day-ahead markets coupling among the Czech Republic,
Slovenskem, Madarskem a Rumunskem Slovakia, Hungary and Romania
ACER Agentura pro spolupréci energetickych ACER Agency for the Cooperation of Energy Regulators
regulacnich organt AIB Association of Issuing Bodies
AIB Asociace vydavatelskych subjektt AS Ancillary services
BT Blokovy trh s elektfinou, ¢ast organizovaného BDS Border delivery station
kratkodobého trhu s elektfinou
-~ . BM Electricity block market, part of the organized short-term
Cc ZUuctovaci cena odchylky electricity market
CACM Naﬁzem’ Komise/(EU) e 2015/122v2' k‘ger,ym se BRP Balance Responsible Party/Parties as defined
stanovi rémcovy pokyn pro pfidélovani kapacity in the Energy Act (EA)
a fizeni pretizeni
: o - c Settlement price of imbalance
CER Jednotka mechanismu ¢istého rozvoje
- . - - CACM Commission Regulation (EU) 2015/1222 establishing
CEE Region stfedovychodni Evropy a Guideline on Capacity Allocation and Congestion
CEER Rada evropskych energetickych regulator Management
CEGH Central European Gas Hub AG, Rakousko CEE Central Eastern Europe
CR Cenové rozhodnuti Energetického regulacniho Uradu CEER The Council of European Energy Regulators
CS OTE Centrélni systém operétora trhu, CS OTE zahrnuje CEGH Central European Gas Hub AG, Austria
CDS 1S OTE CEPS CEPS, a.s., electricity transmission system operator
CWE Region stfedozapadni Evropy CER Certified Emission Reduction
CEPS Spoletnost CEPS, as. CGD Cross-border gas duct
CHMO Cesky hydrometeorologicky Ustav CHMU Czech Hydrometeorologic Institute
B Ceska narodni banka CHP Combined heat and power
CRr/cz Ceska republika ENB Czech National Bank
D Den realizace uzavienych kontraktd na dodavku &R/CZ Czech Republic
elektriny nebo plynu
o CS OTE Central System of the Market Operator;
DS Distributnf soustava CS OTE is comprised of CDS and IS OTE
DPH Dan z pfidané hodnoty CWE Central Western Europe
DT Denni trh s elektfinou/plynem, ¢ast organizovaného D Day of execution of contracts for electricity
kratkodobého trhu s elektfinou/plynem or gas supply
DVM Denni vyrovnavaci mnozstvi DIQ Daily imbalance quantity
Dvs Dvoustranna vnitrostatni smlouva na dodavku DS Distribution system
elektfiny mezi SZ
i - DSO Distribution system operator
Dz Druhotné zdroje
- R . - DT Day-ahead spot electricity/gas market, part of the
ECAS Ovéfovaci sluzba Evropske komise organized short-term electricity/gas market
EECS Evropské elektronické certifikatni schéma DVSs Bilateral intra-state contract for electricity supply
EEX The European Energy Exchange AG between balance responsible parties
EK Evropskéa komise EC European Commission
EP Evropsky parlament ECAS European Commission Authentication Service
EPEX EPEX SPOT SE EECS European Electricity Certificate Scheme
ERD Evidence realizacnich diagramt EEX European Energy Exchange AG
ERU Jednotka spole¢né zavadénych opatteni ENTSO-E European Network of Transmission System Operators
ES/ES CR Elektrizadni soustava Ceské republiky for Electricity
EP European Parliament
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Zkratka

Vyznam

Abbreviation

Description

ENTSO-E Asociace provozovateld evropskych EPEX EPEX SPOT SE
elektroenergetickych prenosovych soustav ERD Internal nominations diagram
EU Evropska unie ERO Energy Regulatory Office
Europex Association of European Energy Exchanges ES/ES CR Electric Power System/ Electric Power System
EU ETS Evropské schéma pro emisni obchodovani of the Czech Republic
EUA Jednotka emisni povolenky obchodovatelnd v ramci EU European Union
EUETS (EU Allowance) EU ETS European Union Emission Trading Scheme
EXAA Energy Exchange Austria EUA EU Allowance
EX/IM Vyvoz/dovoz Europex Association of European Energy Exchanges
EZ Energetlmkly zékon, ;ékgn ¢ 4?8/2000/8[3/., , EX/IM Export/import
0 podminkach podnikani a o vykonu statni spravy
v energetickych odvétvich a o zméngé nékterych EXAA Energy Exchange Austria
zakon(, ve znéni pozdgjsich predpist EA Energy Act, Act No. 458/2000 Coll,, on Business
EZP Evidence zaruk ptivodu Conditions and Public Administration in the Energy
. o Sectors and on Amendments to Certain Acts,
FB/FBA Flow based alokace — metoda alokace pfeshrani¢nich as amended
kapacit respektujici fyzické rozlozeni tokd
- . EZP Guarantees of origin records
FEE The European Federation of Accountants (Evropské
federace Ucetnich) FB/FBA Flow based allocation — method of cross-border capacity
— . allocation observing physical distribution of flows
FVE Fotovoltaicka elektrarna
VI . ) ) FEE The European Federation of Accountants
Fz Finan¢nf zajisténi poskytnuté subjektem (subjekty)
zuctovani FIT Feed-in tariff
H Hodina dodavky FS Financial security provided by balance responsible
L ) party/parties
HPS Hrani¢ni predavaci stanice
- GB Green bonus
HU Madarsko
; GS Gas storage
HUPX Hungarian Power Exchange
) ) - — - H Delivery hour
IBWT Spolupréace pro implementaci MC na hranicich Italie
(Italian Borders Working Table) HU Hungary
IFAC International Federation of Accountants HUPX Hungarian Power Exchange
(Mezinarodni federace ucetnich) IBWT Italian Borders Working Table
IS OTE Informadni systém (infrastruktura) operatora trhu IFAC International Federation of Accountants
IS Informagni systém (obecng) M Intraday electricity/gas market, part of the organized
ITL Centrélni rejstiik (International Transaction Log) short-term electricity/gas market
evidujicl veskeré pocty a pohyby jednotek AAU, ERU, IS Information system (in general)
CER a RMU mezi nérodnimi rejstriky jednotlivych zemi IS OTE Information system (infrastructure)
KVET Vysokouc¢inna kambinovana vyroba elektfiny a tepla of the Market Operator
LNG Zkapalnény plyn ITL International Transaction Log) recording numbers
Mmc Propojovani trht (Market Coupling) na principu and movements of AAU, ERU, CER and RMU among
implicitniho pFidélovani preshrani¢nich kapacit national registries
MCO plan Plan na spolecné zavedeni a vykonu funkei subjektu, LNG Liquefied natural gas
provadejici sesouhlaseni pro propojeni trhl LP Load profiles
MPO Ministerstvo prdmyslu a obchodu MC Market Coupling on the principle of implicit allocation
MRC Multi-Regional Coupling — Propojeni dennich trhi of cross-border capacity
s elektrinou regiont CWE, NWE, SWE, IBWT MCO plan Market Coupling Operator plan for the joint
MVE Mal4 vodni elektrarna implementation and performance of functions of the
. 3 | ; entity that carries out matching for market coupling
MVER Mala vodni elektrarna v rekonstrukci
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Zkratka

Vyznam

Abbreviation

Description

Mz Ministerstvo zemédélstvi MPO Ministry of Industry and Trade
MZp Ministerstvo zivotniho prostredf MRC Multi-Regional Coupling, coupling of day-ahead electricity
NAP Narodni akeni plan Geské republiky markets in the CWE, NWE, SWE and IBWT regions
NCG NetConnect Germany, Obchodni zéna (VOB) MVE Small hydro power plant

pro zemni plyn v Némecku MVER Small hydro power plant under reconstruction
NC BAL Nafizeni Komise ¢. 312/2074 ze dne 27. btezna 2014, Mz Ministry of Agriculture

kterym se stanovi kodex sité pro vyrovnavani plynu MZP Ministry of the Environment

v prepravnich sitich

: 5 — ” NAP National Action Plan of the Czech Republic
NEMO Nominovany organizator trhu s elektfinou
- NC BAL Commission Regulation (EU) No. 312/2014

NET4GAS Spole¢nost NET4GAS, sir.o. of 26 March 2014 establishing a Network Code
NWE Region severozapadni Evropy on Gas Balancing of Transmission Networks
OBA Alokacni rezim na vstupnich a vystupnich bodech, NCG Net Connect Germany - virtual trading point

ve kterém plati, ze mnozstvi plynu nominované SZ for natural gas in Germany

na téchto bodech je povazovano za dodané NEMO Nominated electricity market operator
OECD Organizace pro hospodaFskou spolupréci a rozvoj NET4GAS NET4GAS, s.ro., gas transmission system operator
OKT Operéatorem trhu organizovany kratkodoby trh NEW North West Europe

s elektiinou (blokovy trh, denni spotovy trh

a vnitrodenni trh) OBA Allocation regime at entry and exit points under which

- gas volumes nominated by balance responsible parties

OKTE Spolecnost OKTE, a.s. at these points is deemed delivered
OPM Odbérné/predavaci misto OECD Organisation for Economic Co-operation and Development
OSN Organizace Spojenych narodd OKT Short-term electricity market organized by the Market
OTE Akciova spolecnost OTE, a.s. Operator (block market, day-ahead spot market
OTE-COM Zkratka pro obchodni platformu OTE and intraday market)
OZE Obnovitelné zdroje energie OKTE OKTE. as.
PCR Price Coupling of Regions — feseni pro propojovan( OPM Point of delivery/transfer

dennich trha s elektfinou 0s Obligation to supply
PDS Provozovatel distribuéni soustavy oT Obligation to take
POZE Podporované zdroje energie OTE Joint stock company OTE, a.s.
PPL Preshrani¢ni plynovod OTE-COM OTE continuous markets, trading platform
PPS Provozovatel prenosové soustavy (CEPS, a.s.) nebo for short-term markets

Provozovatel pfepravni soustavy (NET4GAS, s.r.0.) PCR Price Coupling of Regions
PpS Podpurné sluzby PD Price Decision of the Energy Regulatory Office
Pro Rata Alokacni rezim na vstupnich a vystupnich bodech, POZE Supported energy sources

ve kterém plati, ze SZ jsou pridélena mnozstvi PPS Transmission system operator

dodaného plynu na zékladé skute¢né namérenych (CEPS. a.s. or NET4GAS, s.r.0.)

Gdajd v poméru jejich nominacf — L

Pro Rata Allocation regime at entry and/or exit points, under

PXE Power Exchange Central Europe, a. s. which volumes of supplied gas are allocated to balance
RE+/RE- Regulacni energie kladna/zaporna responsible parties according to metered data and
Rejstiik Rejsttik obchodovani s povolenkami na emise pro rata nominations

sklenfkovych plynt PVP Photovoltaic power plant
REMIT Nafizenf EP a Rady (EU) ¢.1227/2011 o integrité PXE Power Exchange Central Europe, a. s.

a transparentnosti RE+/RE- Positive/negative regulating energy
RM OTE Risk Management spolegnosti OTE, a.s. Registry Registry for Greenhouse Gas Emission Allowance Trading
RO Rumunsko REMIT Regulation (EU) No. 1227/2011 of the EP and of the Council
RUT Registrovany Ucastnik trhu s elektrinou on Wholesale Energy Market Integrity and Transparency

(registrovany u OTE) RES Renewable energy sources
so Systémova odchylks RM OTE Risk Management of OTE, a.s.
SK Slovenska republika RO Romania
sz Subjekt{sul])jekt/y zuctovani die vymezeni daného RUT Registered participant on the electricity market,

energetickym zékonem (EZ) registered with OTE
ToD Typové diagramy dodavek Sec. S Secondary sources
ve Vykupnf cena SES Act Act No. 185/2012 Coll., on Supported Energy Sources
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Zkratka

Vyznam

Abbreviation

Description

VDT Vnitrodenni trh s elektiinou/plynem — ¢ést
organizovaného kratkodobého trhu
s elektfinou/plynem

VOB Virtualni obchodni bod

vT Vyrovnavaci trh s regula¢ni energif

VPB Virtualnf prodejni bod

vzp Virtualni zasobnik plynu

XBID Projekt pro propojeni vnitrodennich trha

zakon o POZE

Z&kon ¢.165/2012 Sb., o podporovanych
zdrojich energie

Sl System imbalance

SK Slovak Republic

UN United Nations

VAT Value added tax

VGS Virtual gas storage

VT Balancing market with regulating energy
VTP Virtual trading point

XBID Cross-border intraday coupling

ZB Zeleny bonus
ZD Zavazek dodat
Z0 Z4vazek odebrat
ZP Zasobnik plynu

Ostatni pojmy a zkratky jsou vysveétleny v textu.

Other symbols and abbreviations are explained in the text above.
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IDENTIFIKACNI A KONTAKTNI UDAJE

IDENTIFICATION AND CONTACT INFORMATION

Obchodni firma (nazev)

OTE, a.s.

Company name

OTE, a.s.

Sidlo spole¢nosti

Sokolovska 192/79
186 00 Praha 8

Registered office

Sokolovskéa 192/79
186 00 Praha 8

Telefon +420 296 579 160 Telephone +420 296 579 160
Fax +420 296 579 180 Fax +420 296 579 180
E-mail ote@ote-cr.cz E-mail ote@ote-cr.cz

WWW http://www.ote-cr.cz Www http://www.ote-cr.cz

https://www.povolenky.cz

https://www.povolenky.cz

Bankovni spojen( 195582760247/0100 Bank account No. 195582760247/0100

IC 26463318 Business reg. No. 26463318

DIC CZ26463318 Tax ID No CZ26463318

Registrace Obchodni rejstiik vedeny Méstskym Registered at Commercial Register maintained

soudem v Praze, oddil B, vlozka 7260

Z&kladni kapital

340 mil. K¢

by the Prague Municipal Court,
Section B, File 7260

Pravni tad

Ceské republiky

Registered capital

CZK 340 million

Pravn{ pfedpis

Obchodni zékonik ¢. 513/1991 Sb.

a zékon ¢. 218/2000 Sb., 0 majetku
Ceské republiky a jejim vystupovani
v pravnich vztazich

Governed by legislation of

Czech Republic

Pravni forma

akciova spole¢nost

Datum zalozenf 18. 4. 2001
Zalozena na dobu neurcitou
Datum vzniku 2.7.2001
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Regulations 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

Legal form Joint-stack company

Date of founding 18 April 2001

Founded for an indefinite period

Date of incorporation 2 July 2001
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