
Getting Fresh Air
Airing a room in a fast and intensive manner cools the air,  
but the walls remain warm.
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4.1	 Shares and Shareholders

Share Capital

The share capital was paid on the day the Company was incorporated by means of the contribution 

specified in the Memorandum of Association and appraised in the approved privatization project for 

Český plynárenský podnik, a state-owned enterprise with its registered office at Belgická 26, Prague 2.

The share capital amounts to CZK 960,602,000 and is divided into 960,602 shares, each with 

a nominal value of CZK 1,000. There was no change in the value of the Company's share capital during 

the preceding two years.

The conditions for increasing or reducing the share capital are outlined in the Company's Articles 

of Association.

Shares

Shares were issued in connection with the Company's incorporation on 1 January 1994, and they are 

the Company's common shares. Bearer shares are listed on the official stock market in accordance with 

Act No. 256/2004 Coll. on Capital Market Undertakings.

Type Common share Common share

Form Bearer share Registered share

Kind Uncertificated Uncertificated

Volume 633,996 326,606

ISIN / SIN / SIN CZ0005092551 770950001527

Total value CZK 633,996,000 CZK 326,606,000

Nominal value per share CZK 1,000 CZK 1,000

Payment of tax on revenues from shares in the 
issuer's domicile country

Revenues from shares are taxed in accordance with Act No. 586/1992 Coll. 
on Income Tax, as amended.

Payer of tax on revenues from shares Issuer Issuer

Share transfers Shares are transferred through the Securities Center.

Transferability restrictions None None

Trading on regulated markets in the Czech Republic Burza cenných papírů Praha, a.s. 
(Prague Stock Exchange) – 
secondary market

Shares are not listed.

Trading on regulated markets abroad Shares have not been accepted for trading on any foreign market.

Name and registered office of the bank or financial 
institution through which shareholders can exercise 
their ownership rights relating to shares, in particular 
through which revenues from shares are paid

Komerční banka, a.s., Prague 1, 
Payments are made by the bank's branches and head office.

Net revenues to the issuer derived from the issue None

Corporate Governance Statement

4 	 Corporate Governance Statement
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Shareholders as at 31 December 2009:

Name Registered office Stake in share capital (%)

RWE Gas International B.V. Diamantlaan 15, WV Hoofddorp, Netherlands 63.62

SPP Bohemia a.s. Vinohradská 1511/230, 100 00 Prague 10, Czech Republic 18.89

Slovenský plynárenský priemysel, a.s. Mlynské Nivy 44/a, 825 11 Bratislava, Slovakia 10.00

G.D.F. International 6 rue Curnonsky, 750 17 Paris, France 3.21

RWE Transgas, a.s. Limuzská 12/3135, 100 98 Prague 10, Czech Republic 2.95

Other shareholders 1.33

Note: The stake in the share capital corresponds to the share in the issuer's voting rights.

Based on the value of their stake in the share capital, shareholders exercise voting rights at the 

General Meeting. As at 31 December 2009, the Company was a member of the RWE Group. As at that 

date, RWE Aktiengesellschaft indirectly held a 66.57% stake in the Company's share capital. 

RWE Aktiengesellschaft controlled RWE Gas International B.V. and RWE Transgas, a.s. The ties and 

control structure of companies associated under the RWE Group as at 31 December 2009 are described 

on the third page of the cover as an annex to the Report of the Východočeská plynárenská, a.s. Board 

of Directors on Relations between Related Parties as at 31 December 2009, which is a part of this 

Annual Report (Chapter 8). The Company has no information on the structure of indirect shares in the 

issuer's voting rights as far as other shareholders are concerned.

Rights Attaching to Shares

Shareholder rights and obligations are defined in generally binding legal regulations (Commercial Code) 

and the Company's Articles of Association.

A shareholder of the Company may be a legal entity or a natural person.

Shareholders have the right to participate in the management of the Company under the conditions 

set out under the law and the Articles of Association. As a rule, shareholders exercise this right at the 

General Meeting, where they must respect the General Meeting Procedure Rules.

The voting rights of a shareholder depend on the nominal value of shares held by the shareholder, 

where every CZK 1,000 of the nominal value of a share represents one vote (one share equals one vote).

A shareholder is entitled to a share in profit (dividend) allocated by the General Meeting for distribution 

based on the Company’s financial performance. A shareholder is under no obligation to return 

a dividend accepted from the Company in good faith.

Shareholders are not entitled to demand the return of their contributions during the existence of the 

Company and upon its winding up. When the Company is wound up in liquidation, shareholders will 

be entitled to a share in the liquidation balance.
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Additional Information on Shares

No third party made a takeover offer for the Company's shares in either 2009 or the preceding year.

The Company has made no share takeover offer to other companies. The Company has not invested into 

shares and bonds issued by other issuers.

The Company has not issued any convertible or interim securities.

The Company has not issued any shares with special rights.

The Company is not aware of any restrictions on voting rights attaching to shares issued by the Company.

The Company is not aware of any shareholder agreements liable to restrict the transferability of shares 

or the voting rights attaching to shares issued by the Company.

Neither the Company nor any person holding a direct or indirect ownership interest in the Company 

exceeding 50% of the share capital or voting rights owns any shares of the issuer.

The Company has not issued any shares not constituting a stake in the share capital.

Increasing and reducing the share capital and changing the rights attaching to individual types of shares 

is subject to the applicable provisions of the Commercial Code and the Company's Articles of Association.

The Company does not offer employees or members of the governing and supervisory bodies the 

possibility to acquire under special terms the Company's shares, options for the Company's shares, 

or other rights attaching to the Company's shares.

There was no approved or conditional increase in the share capital in 2009.

Members of the public hold 12,754 shares of the Company representing 1.33% of the share capital.

Right to a Dividend and Time Limit for Dividend Payout 

Unless otherwise specified by the General Meeting, the record date is the day of the General Meeting 

that makes a decision to pay dividends. Unless otherwise decided by the General Meeting, dividends 

are payable within three months after the day on which the General Meeting decides to distribute 

profit. The right to a dividend payment expires after a four-year limitation period.

Dividend per Share in the Last Three Accounting Periods: 

Year 2009 2008 2007

Dividend per share (CZK) 772* 304 472

* Proposal of the Board of Directors

Earnings and revenues in the last two accounting periods are specified in the financial section 

of the Annual Report.
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4.2	 Decision Making Processes and Other Rules and Procedures

Decision Making Processes and Main Powers of the General Meeting

The General Meeting is the supreme body of the Company. Its exclusive powers include matters 

reserved to the General Meeting by the law (particularly the matters specified in Section 187 of the 

Commercial Code) and the Articles of Association. The General Meeting is held at least once per 

calendar year. A General Meeting notice is published in Hospodářské noviny and the Obchodní 

věštník by the deadline set out in the applicable legal regulation. By the same deadline, the Company 

sends a General Meeting invitation to shareholders holding registered shares included in the list 

of shareholders to their address specified in the list of shareholders. The General Meeting has 

a quorum if attended in person, through persons authorized to act on their behalf, or through their 

representatives by shareholders holding shares with a nominal value exceeding 30% of the Company's 

share capital. The General Meeting adopts decisions by a majority of votes of present shareholders 

unless the Commercial Code or the Articles of Association require a different majority. Every share 

carries one vote. Voting at the General Meeting is done using ballots distributed to shareholders 

at registration time or in the course of the General Meeting. A shareholder indicates the applicable vote 

("IN FAVOR", "AGAINST", "ABSTAINED") by marking the selected option on a ballot and signing the 

ballot. The progress of the General Meeting is transcribed by means of minutes. A copy of minutes 

is sent to shareholders upon request.

Procedure for Amending the Articles of Association

Decisions to amend the Articles of Association are made by the General Meeting. The Company has 

no special rules for amending the Articles of Association. The rules for making changes and additions 

to the Articles of Association are contained therein.

Decision-Making Processes of the Board of Directors 

The Board of Directors is the Company's governing body that manages its business and acts on its 

behalf. The Board of Directors has three members appointed and discharged by the Supervisory Board. 

The term of office of individual members of the Board of Directors lasts five years. Meetings of the 

Board of Directors are held at least once a month. The Board of Directors has a quorum if its meeting 

is attended by a simple majority of its members. Decisions on all matters discussed by the Board 

of Directors must be approved by a simple majority of all – not only present – members of the Board 

of Directors. Each member of the Board of Directors has one vote. The Board of Directors makes 

decisions on all matters concerning the Company not reserved to the General Meeting or the 

Supervisory Board by generally binding legal regulations or the Articles of Association.
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At its meetings, the Board of Directors mainly focuses on discussing the Company's business 

performance in relation to the plan for the applicable calendar year, including continually updated 

forecasts. Further, the Board of Directors monitors natural gas sales and the development of receivables 

in individual customer segments, taking measures in response to the situation on the natural gas 

market in the Czech Republic. Other tasks of the Board of Directors include optimizing the risk 

management system, fine-tuning corporate processes, reducing expenditures, and handling the social 

policy and employee care.

The Company does not have any special rules for appointing and discharging members 

of the Board of Directors.

Members of the Board of Directors do not hold any special powers or authorizations in the sense 

of Sections 161a and 210 of the Commercial Code.

Decision-Making Processes of the Supervisory Board

The Supervisory Board oversees activities carried out by the Board of Directors and the conduct of the 

Company's business. The Supervisory Board has six members; four are elected by the General Meeting 

and two by the Company's employees. The term of office of individual members of the Supervisory 

Board lasts two years. Meetings of the Supervisory Board are held at least twice a year. The Supervisory 

Board has a quorum if its meeting is attended by a simple majority of its members. Decisions on all 

matters discussed by the Supervisory Board must be approved by a simple majority of all – not only 

present – members of the Supervisory Board. Each member of the Supervisory Board has one vote.

At its meetings, the Supervisory Board mainly focuses on discussing the Company's business 

performance in relation to the plan for the applicable calendar year, including continually updated 

forecasts. The Supervisory Board monitors the development of the Company's receivables and payables, 

particularly overdue receivables in individual customer segments. It oversees compliance with generally 

binding regulations, the Articles of Association, and resolutions of the General Meeting, as well as the 

functioning of the risk management system. The Supervisory Board discusses documents submitted 

to the General Meeting. In particular, it reviews the financial statements and the profit distribution 

proposal (including the proposed amount and method for payment of dividends and performance 

bonuses), examines payments for losses, and presents its viewpoints to the General Meeting. Further, 

the Supervisory Board reviews the report on relations with related parties.

The Company does not have any special rules for appointing and discharging members 

of the Supervisory Board.
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Internal Audit Policies and Processes and Methods for Handling Financial Reporting Risks

The Company's internal audit system is based on the four-eye principle, which means that the signature 

or consent of two persons is required for entering into agreements and approving accounting records, 

where such persons must hold the applicable authorization as per the Signing Rules or another 

internal guideline.

Moreover, the Company employs an authorization concept that lays down the process of assigning and 

changing authorizations for the SAP financial system. This concept defines the scope of access rights 

for individual work positions.

The abovementioned control systems are regularly reviewed by means of internal audits.  

The Company's approach to risks and risk management methods are described in Chapter 3  

of the Notes to Financial Statements.

Important Agreements to which the Issuer Is a Party that Are to Come into Effect, Be Amended, 

or Expire if Control over the Issuer Changes as a result of a Takeover Offer and the Resulting Effects

The Company has not entered into agreements that are to come into effect, be amended, or expire 

in the event control over the Company as an issuer changes as a result of a takeover offer.

Agreements between the Issuer and Members of Its Board of Directors or Employees where the Issuer 

Is Required to Perform if Their Office or Employment Terminates in connection with a Takeover Offer

The Company has not signed any agreements with members of the Board of Directors or employees 

the Company would be required to perform in the event their office or employment terminates in 

connection with a takeover offer.
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Programs Allowing Employees, Members of the Board of Directors, and Members of the Supervisory 

Board to Acquire under Special Terms the Company's Shares, Options for the Company's Shares, 

or Other Rights to the Company's Shares 

The Company has no programs allowing employees, members of the Board of Directors, and members 

of the Supervisory Board to acquire under special terms the Company's shares, options for the 

Company's shares, or other rights attaching to the Company's shares.

Payments for Extraction Rights to the Government

Extraction activities do not constitute the core of the Company's business. In 2009, the Company did 

not pay the government any fees for extraction rights.

4.3	 Corporate Governance and Administration Policies

In 2009, the Company did not adopt or conformed to any generally known corporate governance and 

administration code in view of the fact that the Company has a very low number of employees and 

periodically adopts and applies corporate guidelines of the RWE Group, which is sufficient for the 

Company's management processes.
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5	Ab out the Issuer

5.1	 General Information

Company name: 	 Východočeská plynárenská, a.s.

Registered office: 	 Pražská 702, 500 04  Hradec Králové 4

Company No.:	 60108789

Legal form: 	 Public limited company

The Company’s Establishment and Inception:

The Company was established in accordance with the law of the Czech Republic, specifically Section 

171(1) and Section 172(2)(3) of Act No. 513/1991 Coll., the Commercial Code. The Company was 

founded on 13 December 1993 under a single act of the National Property Fund of the Czech Republic, 

as the sole founder, with its registered address at Rašínovo nábřeží 42, Prague 2, based 

on a Memorandum of Association in the form of a notarial deed. The Company was incorporated 

on 1 January 1994 by registration in the Commercial Register maintained by the Hradec Králové 

Regional Court under Section B, Entry 1025.

Object of Business:

Articles of Association, Article 4

The object of the Company's business is:

Gas trading1.	

Technical consulting in the field of gas distribution2.	

Production of heat3.	

Lease and rental of movables4.	

Lease and rental of means of transportation5.	

Lease or real estate, residential property, and commercial property6.	

Accounting consulting, bookkeeping, and tax administration services7.	

Administration, organization, and financial services for legal entities and natural persons8.	

Assembly, repair, inspection, and testing of specialty gas equipment and gas vessel filling9.	

Electronic communication services10.	

Brokerage of trade and services11.	

Electric power trading12.	

Investor's Timetable

4 May 2010	 Reference day for participation in the annual General Meeting

11 May 2010	 Annual General Meeting
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Contact Details for Shareholders

Matters concerning shareholders of Východočeská plynárenská, a.s. are handled by the Corporate Office.

Contact person:	 Ing. Jana Mrázková 

	 T +420 495 563 101 

	 F +420 495 532 745 

	 E jana.mrazkova@rwe.cz

Contact address:	 Východočeská plynárenská, a.s. 

	 Pražská 702 

	 500 04  Hradec Králové 4
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5.2	 Governing and Supervisory Bodies

Board of Directors as at 31 December 2009

Jindřich Broukal
Member since 1 January 2006, Chairman since 4 January 2006; CEO

Date of birth:

25 October 1960

Education: 

Institute of Chemical Technology, Prague, Faculty of Fuel and Hydro Technologies, 

Sheffield Hallam University, MBA

Membership in the bodies of other companies:

Chairman of the Board of Directors – Severomoravská plynárenská, a.s.

Other business activities:

None

Lukáš Roubíček
Member since 1 January 2008, Deputy Chairman since 22 January 2008; CFO

Date of birth:

25 February 1971

Education:

Ostrava Mining University, Faculty of Economics

Membership in the bodies of other companies:

Deputy Chairman of the Board of Directors – Severomoravská plynárenská, a.s. and RWE Energie, a.s.; 

Member of the Board of Directors – GASFINAL, a.s., Managing Director – RWR-LEASING, spol. s r.o.

Other business activities:

None

David Konvalina
Member since 1 August 2009

Date of birth:

24 October 1976

Education:

University of Economics, Prague, Faculty of International Relations

Membership in the bodies of other companies:

Member of the Board of Directors – Severomoravská plynárenská, a.s. and RWE Energie, a.s. 

Other business activities:

None
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The term of office of a member of the Board of Directors lasts five years. Members of the Board 

of Directors are appointed and discharged by the Supervisory Board.

Members of the Board of Directors declare that:

•	� they are in compliance with the provisions of Section 196 of the Commercial Code, as amended;

•	� no member of the Board of Directors has been convicted of fraudulent crime during the past 

five years;

•	� no statutory or regulatory authority brought an official public accusation against or levied a fine 

on any member of the Board of Directors during the past five years;

•	� no member of the Board of Directors has been declared inept during the past five years to act 

as a member of an administrative, governing, or supervisory body, a management member, 

or a person responsible for the operation of the Company or another corporation that 

is a securities issuer;

•	� no member of the Board of Directors has been during the past five years a party to bankruptcy 

proceedings, liquidation, and sequestration as a natural person or a member of the Company's 

governing or supervisory bodies;

•	� they have no family ties to other members of the Company's Board of Directors or Supervisory Board.
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Supervisory Board as at 31 December 2009

The Supervisory Board has six members. Four are elected by the General Meeting and two by the 

Company's employees.

Martin Herrmann
Member since 17 May 2008, Chairman since 23 June 2008

Date of birth:

3 July 1967

Education:

Westfälische Wilhelms-Universität, Münster, Economics

Membership in the bodies of other companies:

Chairman of the Board of Directors – RWE Transgas, a.s.;

Chairman of the Supervisory Board – Jihomoravská plynárenská, a.s., 

Východočeská plynárenská, a.s., and RWE Energie, a.s.;

Deputy Chairman of the Supervisory Board – RWE Transgas Net, s.r.o. 

and RWE Gas Storage, s.r.o.

Other business activities:

None

Vladimír Vurm
Member since 17 May 2008, Deputy Chairman since 23 June 2008

Date of birth:

19 September 1946

Education:

Czech Technical University, Prague, Faculty of Mechanical Engineering

Membership in the bodies of other companies:

Deputy Chairman of the Supervisory Board – Jihomoravská plynárenská, a.s., 

Severomoravská plynárenská, a.s., and RWE Energie, a.s.

Other business activities:

None
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Tomáš Varcop
Member since 17 May 2008

Date of birth:

15 April 1965

Education:

Brno Technical University, Faculty of Mechanical Engineering, University of Pittsburgh, MBA

Membership in the bodies of other companies:

Member of the Board of Directors – RWE Transgas, a.s.;

Member of the Supervisory Board – Jihomoravská plynárenská, a.s. and Severomoravská plynárenská, a.s.

Other business activities:

None

Alena Rozsypalová
Member since 1 January 2009

Date of birth:

30 December 1974

Education:

Mendl's Agriculture and Forestry University, Brno, Brno International Business School,

MBA (certified by Nottingham Trent University)

Membership in the bodies of other companies:

Member of the Supervisory Board – Východočeská plynárenská, a.s.

Other business activities:

None

Petr Kovář
Member elected by employees since 28 May 2008

Date of birth:

6 August 1966

Education:

University of Chemical Technology, Pardubice, Chemical Industry Management

Membership in the bodies of other companies:

None

Other business activities:

None

Content



34 annual report 2009 Východočeská plynárenská

Klára Stojanová 
Member elected by employees since 28 May 2008

Date of birth:

8 March 1980

Education:

University of Economics, Prague, Faculty of Corporate Economics

Membership in the bodies of other companies:

None

Other business activities:

None

The term of office of members of the Supervisory Board lasts two years. Members of the Supervisory 

Board are appointed and discharged by the General Meeting.

Members of the Supervisory Board declare that:

•	� they are in compliance with the provisions of Section 196 of the Commercial Code, as amended;

•	� no member of the Supervisory Board has been convicted of fraudulent crime during the past five years;

•	� no statutory or regulatory body has brought an official public accusation against or levied a fine 

on any member of the Supervisory Board during the past five years;

•	� no member of the Supervisory Board has been declared inept during the past five years to act 

as a member of an administrative, governing, or supervisory body, a management member, 

or a person responsible for the operation of the Company or another corporation that is a securities issuer;

•	� no member of the Supervisory Board has been during the past five years a party to bankruptcy 

proceedings, liquidation, and sequestration as a natural person or a member of the Company's 

governing or supervisory bodies;

•	� they have no family ties to other members of the Company's Supervisory Board or Board of Directors.
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Members of the Board of Directors and the Supervisory Board whose Term of Office Ended 

in 2009 (Changes in 2009)

Michal Urválek, Member of the Board of Directors. Membership in the Board of Directors 

ended on 31 July 2009.

Remuneration of Members of the Board of Directors and the Supervisory Board

Members of the Board of Directors perform their duties and receive remuneration based on the 

applicable provisions of the Commercial Code. The General Meeting has set the remuneration paid 

to members of the Board of Directors as a fixed monthly sum. Members of the Board of Directors 

are not entitled to any cash or in-kind benefits upon the end of their term of office. Members of the 

Board of Directors employed by the Company receive income under an employment contract with 

the Company. This income is set as a fixed monthly wage for part-time employment. Under their 

employment contracts, members of the Board of Directors are not entitled to any benefits upon the 

termination of employment that would go beyond the provisions of generally binding legal regulations.

As to members of the Board of Directors who are not the Company's employees, only remuneration 

for duties related to their office is reported. Members of the Board of Directors do not receive any 

in-kind income.

Members of the Supervisory Board perform their duties and receive remuneration based on the 

applicable provisions of the Commercial Code. The General Meeting has set the remuneration paid 

to members of the Supervisory Board as a fixed monthly sum. Members of the Supervisory Board 

are not entitled to any cash or in-kind benefits upon the end of their term of office. The in-kind 

remuneration of some members of the Supervisory Board paid in connection with their employment 

with the Company includes the use of a company car for private purposes and retirement savings 

plan contributions.

In addition to remuneration, members of the Board of Directors and members of the Supervisory Board 

are entitled to performance bonuses approved by the General Meeting. The General Meeting decides 

the total amount of performance bonuses and the payment terms at the time of making the dividend 

distribution decision. No performance bonuses were paid in 2009.

The Company did not provide members of the Board of Directors or the Supervisory Board with any 

loans, financing, guarantees, or collateral and assumed no pledges on their behalf.
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Remuneration of Members of the Board of Directors and Supervisory Board in 2009 (CZK):

Board of Directors Supervisory Board

Director's fees 669,996 759,996

Income from labor-law relationship 136,795 1,646,318

Benefits in kind - 103,872

All figures in the table indicate income before taxes.

In addition to the above, members of the Company's bodies did not receive any additional 

remuneration in cash or in-kind in 2009.

Members of the Company's bodies had no employment or other similar agreements with the issuer's 

subsidiaries in 2009 and therefore received no remuneration in cash or in kind from these companies.

Company Shares Held by Members of the Board of Directors and the Supervisory Board

Members of the Board of Directors, members of the Supervisory Board, and their relatives held 

no shares of Východočeská plynárenská, a.s. as at 31 December 2009. 

As at the said date, the above persons had not completed any option or other similar transactions 

involving the Company's shares, and no such transactions had been completed in the interest 

of the persons.
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5.3	� Object of Business and Activities of the Issuer of Listed Securities

Main Activities

Východočeská plynárenská, a.s. is a gas company operating in East Bohemia throughout the Pardubice 

and Hradec Králové Region, in the Havlíčkův Brod area of the Vysočina Region, and in the Semily area 

of the Liberec Region. In 2009, the Company's business mainly consisted of buying and selling natural 

gas for all customer segments, ranging from households, sole traders, and small businesses to large 

industrial corporations. Details are specified in the VČP Group Management Report for 2009.

Organizational Units 

According to its incorporation data registered in the Commercial Register, the Company does not have 

any organizational units in the Czech Republic or abroad.

Summary Description of the Company's Real Property

Assets owned by the Company mainly include tangible fixed assets used in securing the Company's 

operations, such as administration buildings.

Important Real Estate Owned by the Company:

Cadastral district: Land size (sq. m.) Floor area (sq. m.) Use

Hradec Králové Complex
Pražská 702

Kukleny 3,145 3,765 Administration buildings, office space, 
workshops, garages, warehouses, etc.

Hradec Králové Complex
Pražská 485

Kukleny 10,623 3,084 Administration buildings, office space, 
workshops, garages, warehouses, etc.

Pardubice Complex 
Dělnická 492

Pardubičky 31,040 4,467 Administration buildings, office space, 
workshops, garages, warehouses, etc.

Litomyšl Complex
T. G. Masaryka 1060

Litomyšl 8,169 2,200 Administration buildings, office space, 
workshops, garages, warehouses, etc.

Dvůr Králové n. Labem Complex
Heydukova 707

Dvůr Králové 6,492 2,120 Administration buildings, office space, 
workshops, garages, warehouses, etc.
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Structures
Acquisition value 

(thousands of CZK)

Accumulated 
depreciation 

(thousands of CZK)
Residual value 

(thousands of CZK)

Administration buildings 102,846 35,595 67,251

Other 70,726 27,119 43,607

Total structures 173,572 62,714 110,858

Land 8,358 - 8,358

Total land 8,358 - 8,358

No property is subject to a lien.

Dependence on Patents or Licenses

The Company does not use any own or contractually acquired patents. The Company has received the 

following licenses from the Energy Regulatory Office (ERO) in accordance with Act No. 458/2000 Coll., 

the Energy Act: 

•	� Natural Gas Distribution License No. 220604929 dated 20 December 2006, valid from 1 January 2007 

to 1 January 2032, the license holder is the Company's subsidiary VČP Net, s.r.o.;

•	� Natural Gas Trading License No. 240605101 dated 11 December 2006, valid from 17 January 2007 

to 17 January 2012.

Important Commercial and Financial Agreements

The Company's business activities in the area of buying and selling gas are fundamentally dependent 

on a natural gas purchase and sale agreement with RWE Transgas, a.s. and a summary natural gas 

distribution agreement with VČP Net, s.r.o.

Court, Administrative, and Arbitration Proceedings

The Company is neither a party to nor is aware of any administrative proceedings liable to have material 

effect on the Company's financial situation.

Further, the Company is neither a party to nor is aware of any arbitration proceedings before the 

Chamber of Commerce of the Czech Republic and the Agrarian Chamber of the Czech Republic.
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Research and Development 

The Company is not developing any new products and has not developed any such products in the past 

three years.

Business Interruption 

The Company did not interrupt its business activity in 2009.

Equity Changes

The relevant information is specified in the VČP Group Notes to Financial Statements (Section 6.2).

Average Employee Headcount

The relevant information is specified in Section 3.6 Human Resources.

Risk Factors in Financial Management 

There were no risk factors in the financial management of the Company, which would have a negative 

impact on its financial stability in 2009. Considering the nature of its main business activity, the 

Company is not exposed to major financial risks. Rather, the Company faces market, operating, and 

other risks. Important risks faced by the Company include:

•	�M arket loss risk – this risk stems from the liberalization of the energy market and the increasing price 

of natural gas;

•	� Credit risk – this risk consists of the inability of counterparties to meet their contractual obligations;

•	� Climatic risk – this risk stems from lower gas sales due to a higher average temperature during the 

winter period.

The Company has implemented a risk management model that includes risk identification and analysis, 

counter-measure planning, risk monitoring, and risk management. Additional information on the 

Company's risk management system is included in the VČP Group Notes to Financial Statements 

(Section 6.2).
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5.4	 Equity Interests

As at 31 December 2009, the Company held an equity interest in the following companies:

Company name:	 VČP Net, s.r.o.

Company No.: 	 27495949

Registered office:	 Pražská třída 485, 500 04  Hradec Králové

Share capital:	 CZK 3,272,583,000

Stake in share capital:	 100%

Object of business:	 Gas distribution

Auditor:	 PricewaterhouseCoopers Audit, s.r.o.

Key Ratios for 2009 (Czech accounting standards):

Total sales (CZK m) 1,377

EBITDA (CZK m) 686

Operating result (CZK m) 2,189

Profit before taxation (CZK m) 2,189

Profit after taxation (CZK m) 2,005

Number of employees (FTE) 13

Return on ownership interest in 2009 (CZK m) 575

The Company's shares in the share capital of the individual companies have been fully paid. 

As at 31 December 2009, the Company held no indirect ownership interest in any corporation.

5.5	� Persons Responsible for the Annual Report and Audit 
of Financial Statements

Auditor and Audit Firm Responsible for Auditing the Financial Statements of the Company and the 

VČP Group during 2004 to 2009:

Audit firm:	 Auditor in charge:

PricewaterhouseCoopers Audit, s.r.o.	 Tomáš Bašta

Kateřinská 40/466	 Certificate No. 1966

120 00 Praha

Registered on the list of audit firms

of the Chamber of Auditors of the Czech Republic, 

Certificate No. 021 
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Fees to Auditors in the Past Accounting Period Structured by Services Rendered

The cost of auditing services provided by three audit firms in 2009 totaled CZK 5,924 thousand.

Service VČP Group Company

Audit of Financial Statements and review of Annual Report, 
including Report on Relation between Related Parties: CZK 3,780,000 CZK 2,115,000

Internal audit: CZK 1,495,956 CZK 810,432

Tax consulting: CZK 648,460 CZK 372,860

Note: The fees do not include VAT.

Hradec Králové, 27 March 2010

Person Responsible for Accounting

Lukáš Roubíček
Deputy Chairman of the Board of Directors, CFO 

Persons Responsible for the Východočeská plynárenská, a.s. 2009 Annual Report

We certify that, to our best knowledge and belief, information stated in this Annual Report provides 

a truthful and accurate depiction of the financial situation, business activities and economic results 

of the Company and the VČP Group in 2009 as well as the forecasts of the future development 

of the financial situation, business activities and economic results.

Jindřich Broukal	 Lukáš Roubíček
Chairman of the Board of Directors	 Deputy Chairman of the Board of Directors
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Humidity
To achieve the same sensation of warmth,  
low humidity requires heating a room 
up to a temperature by two 
to three percent higher.
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6.1 	Financial Statements of the VČP Group

Consolidated STATEMENT OF FINANCIAL POSITION

31 December 2009 (CZK million)

31 December 2009 31 December 2008 1 January 2008 Note

ASSETS

Non-current assets

Property, plant and equipment 3,985 3,881 3,903 6

Investment property 86 98 - 7

Intangible assets 3 3 3 8

Trade and other receivables 18 11 11 9

Total non-current assets 4,092 3,993 3,917

Current assets 

Inventories - 3 3

Trade and other receivables 148 80 112 9

Derivates 5 - - 17

Unbilled gas supplies - 44 8 10

Current income tax receivable - 39 - 25

VAT tax receivables 3 94 73

Cash and cash equivalents 771 38 185 11

927 298 381

Non-current assets held for sale 13 7 30 12

Total current assets 940 305 411

TOTAL ASSETS 5,032 4,298 4,328  

The notes on pages 47 to 93 are an integral part of these separate financial statements.

6	f inancial part
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Consolidated STATEMENT OF FINANCIAL POSITION (continued)

31 December 2009 (CZK million)

31 December 2009 31 December 2008 1 January 2008 Note

EQUITY AND LIABILITIES   

Equity

Share capital 961 961 961 13

Retained earnings and other funds 2,340 2,044 2,291 13

Equity attributable to shareholders 
of the parent company

3,301 3,005 3,252

Non-current liabilities

Provisions 4 3 4

Derivatives - 29 - 17

Other non-current liabilities 315 324 340 14

Deferred income tax liability 306 259  245 15

Total non-current liabilities 625 615 589

Current liabilities

Provisions 4 1 4

Trade and other liabilities 362 479 419 16

Derivatives 23 52 - 17

Advances received for gas supplies 543 - - 10

Current income tax liability 56 - 38 25

Other tax liabilities 10 11 3 18

Other financial liabilities 108 135 10 18

Disposal group held for sale - - 13

Total current liabilities 1,106 678 487

TOTAL EQUITY AND LIABILITIES 5,032 4,298 4,328  

The notes on pages 47 to 93 are an integral part of these separate financial statements.
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consolidated STATEMENT OF COMPREHENSIVE INCOME

Year ended 31 December 2009 (CZK million)

2009 2008 Note

Sales 7,811 8,187 19

Purchased gas and services related to gas supplies (6,295) (7,139) 20

Other operating income 142 105 21

Employees benefits (44) (34) 22

Depreciation and amortization (181) (168) 6, 7, 8

Other operating expenses (691) (699) 23

Operating profit 742 252

Finance income 5 12 24

Finance costs (8) (6) 24

Net finance (costs)/income (3) 6

Profit before income tax 739 258

Income tax (151)  (52) 25

Profit for the year 588 206

Other comprehensive income - -

Comprehensive income for the period total 588 206

Comprehensive income for the period attributable 
to the owners of the parent company

588 206

Comprehensive income for the period attributable 
to the owners of the parent company

588 206

Earnings per share (expressed in CZK per share)

– Basic and diluted 612 214 26

Consolidated statement of changes in equity

Year ended 31 December 2009 (CZK million)

Share capital 
Retained 
earnings 

Other 
capital funds Total equity Note

Balance as at 1 January 2008 961 1,706 585 3,252

Comprehensive result for the period - 206 - 206

Dividends paid - (453) - (453) 26

Transfer to statutory reserve fund - (38) 38 -

Balance as at 31 December 2008 961 1,421 623 3,005

Comprehensive result for the period - 588 - 588

Dividends paid - (292) - (292) 26

Transfer to statutory reserve fund - (20) 20 -

Balance as at 31 December 2009 961 1,697 643 3,301

The notes on pages 47 to 93 are an integral part of these separate financial statements.
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Consolidated statement OF cash flowS

Year ended 31 December 2009 (CZK million)

2009 2008 Note

Cash flow from operating activities

Profit before tax 739 258

Adjustments for non-cash movements:

Depreciation, amortization and impairment of non-financial assets 181 168 6, 7, 8

Change in provisions and impairment of financial assets 54 52 9

Gain from disposal of property, plant and equipment 
and intangible assets

(13) (5) 21

Gain from a sale of a part of a business - (4) 21

Net interest income 3 (6) 24

Change in fair value of derivatives (63) 81 17

Adjustments for other non-cash movements (3) (11)

Cash flow from operating activities before tax 
and changes in working capital

898 533

Decrease in inventories 3 -

Decrease/(increase) in current receivables 9 (97) 9

Increase in current liabilities 425 60 16

Cash generated from operating activities 1,335 496

Interest received 5 12 24

Interest paid (8) (6) 24

Income tax paid (9) (115) 25

Net cash flow from operating activities 1,323 387

Cash flow from investing activities

Purchases of property, plant and equipment and intangible assets (285) (245) 6, 8, 21

Proceeds from disposal of property, plant and equipment 
and intangible assets

23 9 21

Proceeds from a sale of a part of a business - 35 12,21

Net cash flow from investing activities (262) (201)

Cash flow from financing activities

Received loans 72 - 18

Dividends paid (292) (453) 26

Finance lease principal and payble from purchases of gas network 9 10 14

Net cash flow from financing activities (211) (443)

Cash and cash equivalent at the beginning of the year (72) 185 11

Net (decrease)/increase in cash and cash equivalents 843 (257)

Cash and cash equivalents at the end of the year 771 (72) 11

The notes on pages 47 to 93 are an integral part of these separate financial statements.
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6.2	 Notes to Consolidated Financial Statements

Year ended 31 December 2009

1 GENERAL INFORMATION ON CONSOLIDATED COMPANIES

Východočeská plynárenská, a.s. (“the Company”) has been registered in the Commercial Register 

kept with the Regional Court in Hradec Králové, section B, insert 1025. The Company was incorporated 

on 1 January 1994 and has its registered office at Hradec Králové 4, Pražská 702, 500 04. 

The Company’s identification number is 60108789.

The Company has been traded on the Prague stock exchange since 1995. Act No. 458/2000 Coll. 

as amended, on conditions for undertaking the business and for the execution of state administration 

in the energy sector (the Energy Act) governs rendering of services and related rights and obligations 

except for general legal norms.

VČP Net, s.r.o. (“the Subsidiary“) has been registered in the Commercial Register kept with the Regional 

Court in Hradec Králové, section C, insert 2249. The Subsidiary was incorporated on 5 June 2006 and 

has its registered office at Hradec Králové, Pražská třída 485, PSČ 500 04. The Subsidiary’s 

identification number is 27495949.

The main business activity of the Company and its Subsidiary (“the Group”) is distribution of gas  

and trade thereof.

RWE AG with its registered seat at Opernplatz 1, Essen, Germany is the ultimate parent and controlling 

party of the Company. Companies controlled directly or indirectly by RWE AG are referred to in these 

financial statements as the “RWE Group”.

As at 31 December 2009, the ownership structure of the Company was as follows:

Company name Share in %

RWE GAS International B.V. 63.62

RWE Transgas, a.s. 2.95

Subtotal of RWE Group share 66.57

SPP Bohemia a.s. 18.89

Slovenský plynárenský priemysel, a.s. 10.00

Other shareholders 4.54

Total 100.00
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2 ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these consolidated financial statements 

are set out below. These policies have been consistently applied to all the years presented, unless 

otherwise stated.

The consolidated financial statements of the Group for the year ended 31 December 2009 include  

the Company and the Subsidiary.

2.1 Basis of preparation of consolidated financial statements

The consolidated financial statements of the Group have been prepared in accordance with International  

Financial Reporting Standards as adopted by the European Union (“IFRS”) effective as at the end  

of the reporting period.

The financial statements have been prepared under the historical cost convention, as modified  

by the revaluation of financial instruments at fair value through profit or loss.

Changes to basis of preparation of consolidated financial statements and disclosures

In 2009, the Group applied for the first time the following new, revised or amended standards:

•	� Amendment to IFRS 7, Financial Instruments: Disclosures (issued in March 2009). The amendment 

requires enhanced disclosures about fair value measurements and liquidity risk. The entity will 

be required to disclose an analysis of financial instruments measured at fair value using a three-level 

measurement hierarchy. The amendment also (a) clarifies that the maturity analysis of liabilities 

should include issued financial guarantee contracts at the maximum amount of the guarantee 

in the earliest period in which the guarantee could be called; and (b) requires disclosure of remaining 

contractual maturities of financial derivatives if the contractual maturities are essential for 

an understanding of the timing of the cash flows. An entity will further have to disclose a maturity 

analysis of financial assets it holds for managing liquidity risk, if that information is necessary 

to enable users of its financial statements to evaluate the nature and extent of liquidity risk.  

The amendments will not have material impact on the Group’s consolidated financial statements;
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•	� IAS 1, Presentation of Financial Statements (revised September 2007). The main change in IAS 1 

is the replacement of the income statement by a statement of comprehensive income which will 

also include all non-owner changes in equity, such as the revaluation of available-for-sale financial 

assets. Alternatively, entities will be allowed to present two statements: a separate income statement 

and a statement of other comprehensive income. The revised IAS 1 also introduces a requirement 

to present a statement of financial position (balance sheet) at the beginning of the earliest comparative 

period whenever the entity restates comparatives due to reclassifications, changes in accounting 

policies, or corrections of errors. The revised IAS 1 affects the presentation of Group’s consolidated 

financial statements but has no impact on the recognition or measurement of specific transactions 

and balances;

•	� IAS 23, Borrowing Costs (revised March 2007). The revised standard requires an entity to capitalise 

borrowing costs directly attributable to the acquisition, construction or production of a qualifying 

asset (one that takes a substantial period of time to get ready for use or sale) as part of the cost 

of that asset. An entity is, therefore, required to capitalise such borrowing costs as part of the cost 

of the qualifying asset, for which the commencement date for capitalisation is on or after 

1 January 2009. The Group previously recognized all borrowing costs as an expense immediately. 

The adoption of the change in the accounting policy had no material impact on the total 

comprehensive income for the period or earnings per share;

•	� IFRS 8, Operating Segments (issued in November 2006). The standard applies to entities whose 

debt or equity instruments are traded in a public market or that file, or are in the process of filing, 

their financial statements with a regulatory organisation for the purpose of issuing any class 

of instruments in a public market. IFRS 8 requires an entity to report financial and descriptive 

information about its operating segments, with segment information presented on a similar basis 

to that used for internal reporting purposes. The application of IFRS 8 does not have any material 

effect for the Group but has an impact on segment disclosure and on the measurement bases 

within segments. The segment results have been changed accordingly;

•	� Amendments to IFRIC 9 and IAS 39 − Embedded Derivatives (effective for annual periods ending 

on or after 30 June 2009, endorsed by the EU for annual periods beginning on or after 

1 January 2010, earlier application is permitted). The amendments clarify that on reclassification 

of a financial asset out of the “at fair value through profit or loss” category, all embedded 

derivatives have to be assessed and, if necessary, separately accounted for. The Group concluded 

that the revised standard does not have any effect on its consolidated financial statements;
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•	� Improvements to International Financial Reporting Standards (issued in May 2008). The amendments 

consist of a mixture of substantive changes, clarifications, and changes in terminology in various 

standards. The substantive changes relate to the following areas: classification as held for sale 

under IFRS 5 in case of a loss of control over a subsidiary; possibility of presentation of financial 

instruments held for trading as non-current under IAS 1; accounting for sale of IAS 16 assets which 

were previously held for rental and classification of the related cash flows under IAS 7 as cash 

flows from operating activities; clarification of definition of a curtailment of a defined benefit plan 

under IAS 19; accounting for below market interest rate government loans in accordance with 

IAS 20; making the definition of borrowing costs in IAS 23 consistent with the effective interest 

method; clarification of accounting for subsidiaries held for sale under IAS 27 and IFRS 5; reduction 

in the disclosure requirements relating to associates and joint ventures under IAS 28 and IAS 31; 

enhancement of disclosures required by IAS 36; clarification of accounting for advertising costs 

under IAS 38; amending the definition of the fair value through profit or loss category 

to be consistent with hedge accounting under IAS 39; introduction of accounting for investment 

properties under construction in accordance with IAS 40; and reduction in restrictions over manner 

of determining fair value of biological assets under IAS 41. The amendments have no material 

effect on the consolidated financial statements of the Group.

The following standards, amendments and interpretations are mandatory for accounting periods 

beginning on or after 1 January 2009 but are not relevant for the Group’s operations: 

•	 IFRS 2 (Amendment), Share based payments – Vesting conditions and cancellations; 

•	 IFRIC 13 − Customer Loyalty Programmes;

•	 IFRIC 15 − Agreements for the Construction of Real Estate;

•	 IFRIC 16 − Hedges of a Net Investment in a Foreign Operation;

•	� Amendments to IAS 32 and IAS 1 – Financial Instruments Puttable at Fair Value and Obligations 

Arising on Liquidation;

•	� Amendments to IFRS 1 and IAS 27 − Cost of an investment in a subsidiary, jointly controlled 

entity or associate.

Standards, amendments and interpretations to existing standards that are not effective and were not 

early adopted by the Group:
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The following standards, amendments and interpretations were issued and are mandatory for the 

Group’s accounting periods beginning on or after 1 January 2010, subject to endorsement by the 

European Union as indicated below:

•	� Eligible Hedged Items − Amendment to IAS 39, Financial Instruments: Recognition and 

Measurement (revised in July 2009, effective with retrospective application for annual periods 

beginning on or after 1 July 2009). The amendment clarifies how the principles that determine 

whether a hedged risk or portion of cash flows is eligible for designation should be applied 

in particular situations. The amendment is not expected to have any impact on the Group's 

consolidated financial statements as the Group does not apply hedge accounting;

•	 �IFRS 1, First-time Adoption of International Financial Reporting Standards (following an amendment 

in November 2008, effective from 1 July 2009, endorsed by the EU for annual periods beginning 

on or after 31 December 2009, earlier application is permitted). The revised IFRS 1 retains the 

substance of its previous version but within a changed structure in order to make it easier for the 

reader to understand and to better accommodate future changes. The Group concluded that the 

revised standard does not have any effect on its consolidated financial statements;

•	� IAS 27, Consolidated and Separate Financial Statements (revised January 2008; effective from 

1 July 2009). The revised IAS 27 will require the Group to attribute total comprehensive income 

to the owners of the parent and to the non-controlling interests (previously “minority interests”) 

even if this results in the non-controlling interests having a deficit balance (the current standard 

requires the excess losses to be allocated to the owners of the parent in most cases). The revised 

standard specifies that changes in a parent’s ownership interest in a subsidiary that do not result 

in the loss of control must be accounted for as equity transactions. It also specifies how an entity should 

measure any gain or loss arising on the loss of control of a subsidiary. At the date when control 

is lost, any investment retained in the former subsidiary will have to be measured at its fair value. The 

amendment to standard will not have any impact on the Group’s consolidated financial statements;

•	� IFRS 3, Business Combinations (revised January 2008; effective for business combinations for which 

the acquisition date is on or after the beginning of the first annual reporting period beginning 

on or after 1 July 2009). The revised standard continues to apply the acquisition method to business 

combinations, with some significant changes. For example, all payments to purchase a business 

are to be recorded at fair value at the acquisition date, with contingent payments classified as debt 

subsequently re-measured through the profit and loss account. There is a choice on an acquisition-

by-acquisition basis to measure the non-controlling interest in the acquiree at fair value or at the 

non-controlling interest’s proportionate share of the acquiree’s net assets. All acquisition-related 

costs should be expensed. The revised standard is not expected to have a material impact on the 

Group’s consolidated financial statements;
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•	� IFRIC 17, Distribution of Non-Cash Assets to Owners (effective from 1 July 2009, endorsed by the 

EU for annual periods beginning on or after 31 October 2009, earlier application is permitted). 

The amendment clarifies when and how distribution of non-cash assets as dividends to the owners 

should be recognised. An entity should measure a liability to distribute non-cash assets as a dividend 

to its owners at the fair value of the assets to be distributed. A gain or loss on disposal of the 

distributed non-cash assets will be recognised in profit or loss when the entity settles the dividend 

payable. IFRIC 17 is not relevant to the Group’s operations because it does not distribute non-cash 

assets to owners;

•	� Improvements to International Financial Reporting Standards (issued in April 2009; amendments 

to IFRS 2, IAS 38, IFRIC 9 and IFRIC 16 are effective from 1 July 2009; amendments to IFRS 5, IFRS 8, 

IAS 1, IAS 7, IAS 17, IAS 36 and IAS 39 are effective from 1 January 2010; the improvements have 

not yet been adopted by the EU). The improvements consist of a mixture of substantive changes 

and clarifications in the following standards and interpretations: 

	 • �clarification that contributions of businesses in common control transactions and formation 

of joint ventures are not within the scope of IFRS 2;

	 • �clarification of disclosure requirements set by IFRS 5 and other standards for non-current assets 

(or disposal groups) classified as held for sale or discontinued operations; 

	 • �requiring to report a measure of total assets and liabilities for each reportable segment under 

IFRS 8 only if such amounts are regularly provided to the chief operating decision maker; 

	 • �amending IAS 1 to allow classification of certain liabilities settled by entity’s own equity 

instruments as non-current; 

	 • �changing IAS 7 such that only expenditures that result in a recognised asset are eligible 

for classification as investing activities;

	 • �allowing classification of certain long-term land leases as finance leases under IAS 17 even without 

transfer of ownership of the land at the end of the lease; 

	 • �providing additional guidance in IAS 18 for determining whether an entity acts as a principal 

or an agent;

	 • �clarification in IAS 36 that a cash generating unit shall not be larger than an operating segment 

before aggregation;
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	 • �supplementing IAS 38 regarding measurement of fair value of intangible assets acquired 

in a business combination; 

	 • �amending IAS 39 (i) to include in its scope option contracts that could result in business combinations, 

(ii) to clarify the period of reclassifying gains or losses on cash flow hedging instruments from 

equity to profit or loss and (iii) to state that a prepayment option is closely related to the host 

contract if upon exercise the borrower reimburses economic loss of the lender; 

	 • �amending IFRIC 9 to state that embedded derivatives in contracts acquired in common control 

transactions and formation of joint ventures are not within its scope;  

and

	 • �removing the restriction in IFRIC 16 that hedging instruments may not be held by the foreign 

operation that itself is being hedged. 

The Group does not expect the amendments to have any material effect on its consolidated 

financial statements:

•	� Group Cash-settled Share-based Payment Transactions − Amendments to IFRS 2, Share-based 

Payment (effective from 1 January 2010, not yet adopted by the EU). The amendments provide 

a clear basis to determine the classification of share-based payment awards in both consolidated 

and separate financial statements. The amendments incorporate into the standard the guidance 

in IFRIC 8 and IFRIC 11, which are withdrawn. The amendments expand on the guidance given 

in IFRIC 11 to address plans that were previously not considered in the interpretation. The 

amendments also clarify the defined terms in the Appendix to the standard. The amendments 

will not have any impact to the Group’s consolidated financial statements as the Group does 

not have any share-based payments;

•	� Additional Exemptions for First-time Adopters − Amendments to IFRS 1, First-time Adoption of IFRS 

(revised in July 2009, effective from 1 January 2010, not yet adopted by the EU). The amendments 

exempt entities using the full cost method from retrospective application of IFRS for oil and gas 

assets and also exempt entities with existing leasing contracts from reassessing the classification 

of those contracts in accordance with IFRIC 4, “Determining Whether an Arrangement Contains 

a Lease” when the application of their national accounting requirements produced the same result. 

The amendments will not have any impact on the Group’s consolidated financial statements;

•	� Classification of Rights Issues – Amendment to IAS 32, Financial Instruments: Presentation (revised 

in October 2009, effective from 1 February 2010). The amendment exempts certain rights issues 

of shares with proceeds denominated in foreign currencies from classification as financial derivatives. 

The amendment will not have any impact on the Group’s consolidated financial statements;
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•	� IAS 24, Related Party Disclosures (amended in November 2009, effective from 1 January 2011, not 

yet adopted by the EU). IAS 24 was revised in 2009 by: (a) simplifying the definition of a related 

party, clarifying its intended meaning and eliminating inconsistencies from the definition; 

and (b) providing a partial exemption from the disclosure requirements for government-related 

entities. The Group is currently assessing the impact of the amended standard on disclosures 

in its consolidated financial statements;

•	� IFRS 9, Financial Instruments (issued in November 2009, effective for annual periods beginning 

on or after 1 January 2013, with earlier application permitted, not yet adopted by the EU). IFRS 9 

replaces those parts of IAS 39 relating to the classification and measurement of financial assets. 

Key features are as follows:

	 • �financial assets are required to be classified into two measurement categories: those to be measured 

subsequently at fair value, and those to be measured subsequently at amortised cost. The decision 

is to be made at initial recognition. The classification depends on the entity’s business model for 

managing its financial instruments and the contractual cash flow characteristics of the instrument;

	 • �an instrument is subsequently measured at amortised cost only if it is a debt instrument and both 

(i) the objective of the entity’s business model is to hold the asset to collect the contractual cash 

flows, and (ii) the asset’s contractual cash flows represent only payments of principal and interest 

(that is, it has only “basic loan features”). All other debt instruments are to be measured at fair 

value through profit or loss;  

and

	 • �all equity instruments are to be measured subsequently at fair value. Equity instruments that are held 

for trading will be measured at fair value through profit or loss. For all other equity investments, 

an irrevocable election can be made at initial recognition, to recognise unrealised and realised fair 

value gains and losses through other comprehensive income rather than profit or loss. There 

is to be no recycling of fair value gains and losses to profit or loss when the asset is derecognised. 

This election may be made on an instrument-by-instrument basis. Dividends are to be presented 

in profit or loss, as long as they represent a return on investment. 

The Group is considering the implications of the standard, the impact on its consolidated financial 

statements and the timing of its adoption by the Group.

•	� IFRIC 18, Transfers of Assets from Customers (effective from 1 July 2009, endorsed by the EU 

for annual periods beginning on or after 31 October 2009, earlier application is permitted). 

The interpretation clarifies the accounting for transfers of assets from customers, namely, 

the circumstances in which the definition of an asset is met; the recognition of the asset  
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and the measurement of its cost on initial recognition; the identification of the separately 

identifiable services (one or more services in exchange for the transferred asset); the recognition 

of revenue, and the accounting for transfers of cash from customers. IFRIC 18 is not expected 

to have material impact on the Group’s consolidated financial statements;

•	� IFRIC 19, Extinguishing Financial Liabilities with Equity Instruments (effective from 1 July 2010, 

not yet adopted by the EU). This IFRIC clarifies the accounting when an entity renegotiates the 

terms of its debt with the result that the liability is extinguished through the debtor issuing its 

own equity instruments to the creditor. A gain or loss is recognised in the profit and loss account 

based on the fair value of the equity instruments compared to the carrying amount of the debt. 

The interpretation will not have any impact on the Group’s consolidated financial statements;

•	� Amendment to IFRIC 14 − Prepayments of a Minimum Funding Requirement (effective from 

1 January 2011, not yet adopted by the EU). This amendment will have a limited impact as it applies 

only to companies that are required to make minimum funding contributions to a defined benefit 

pension plan. It removes an unintended consequence of IFRIC 14 related to voluntary pension 

prepayments when there is a minimum funding requirement. The amendment will not have any 

impact on the Group’s consolidated financial statements;

•	� IFRS 1 amendment − limited exemption from comparative IFRS 7 disclosures for first-time adopters 

(The proposed amendment will be effective from 1 July 2010, with early application permitted, not 

yet adopted by the EU). Existing IFRS preparers were granted relief from presenting comparative 

information for the new disclosures required by the March 2009 amendments to IFRS 7 “Financial 

Instruments: Disclosures”. The relief was provided because the amendments to IFRS 7 were issued 

after the comparative periods had ended, and the use of hindsight would have been required. The 

amendment to IFRS 1 provides first-time adopters with the same transition provisions (and thereby 

the same relief) as included in the amendment to IFRS 7 for other companies. The amendment will 

not have any impact on the Group’s consolidated financial statements.

Unless otherwise described above, the new standards and interpretations are not expected 

to significantly affect the Group’s consolidated financial statements.

2.2 Consolidation method

Subsidiaries over which the Company has direct or indirect control were consolidated. Subsidiaries are 

fully consolidated from the date of control transfer to the Group and are excluded from consolidation 

from the date that control ceases. Accounting policies of the Company’s subsidiary have been changed 

where necessary to ensure consistency with the policies adopted by the Group.
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Inter-company transactions, balances and unrealised gains on transactions between Group companies 

are eliminated. Unrealised losses are also eliminated but considered an impairment indicator of the 

asset transferred.

2.3 Operating segments reporting

Operating segments as required by IFRS 8 are reported in a manner consistent with the internal 

reporting provided to the chief decision-maker. The chief decision maker, responsible for allocating 

resources and assessing performance of the operating segments, has been identified by the Group 

as the Board of Directors of the Company.

2.4 Foreign currency translation 

Items included in the consolidated financial statements of the Group are measured using the currency 

of the primary economic environment, in which the entities operate (“the functional currency”). The 

consolidated financial statements are presented in Czech Crowns, which is the Group’s functional and 

presentation currency.

Transactions denominated in a foreign currency are translated and recorded at the rate of exchange 

ruling at the date of transaction. All foreign exchange gains and losses from such transactions and 

from translation of monetary assets and liabilities denominated in foreign currencies using the foreign 

exchange rate ruling at the end of the accounting period are recognised in the consolidated statement 

of comprehensive income.

2.5 Property, plant and equipment 

Property, plant and equipment are stated at acquisition cost less accumulated depreciation and accumulated 

impairment losses, if applicable. Subsequent costs are included to the asset’s carrying amount or recognised 

as a separate asset, as appropriate, only when it is probable that future economic benefits associated 

with the item will flow to the Group and the cost of the item can be measured reliably. All other repairs 

and maintenance are charged to the consolidated income statement when incurred.

Effective from 1 January 2009 borrowing costs directly attributable to the acquisition or construction 

of property, plant and equipment, are capitalized as a part of acquisition costs. Until 31 December 2008 

these borrowing costs were charged directly to the consolidated statement of comprehensive income.
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When payments for acquisition of property, plant and equipment are deferred (the due date surpasses 

normal credit terms), then the acquisition price of property, plant and equipment equals to the present 

value of the related future cash flows. The difference between the acquisition cost and the total amount 

of instalments is gradually recognised as interest in the consolidated statement of comprehensive 

income until the liability is settled.

Certain property, plant and equipment were acquired with the assistance of government grants 

(see Note 2.17).

Depreciation of property, plant and equipment is calculated using the straight-line method over their 

estimated useful lives. Land is not depreciated.

The estimated useful lives of property, plant and equipment were set as follows:

Buildings and constructions 14–50 years

Machinery and equipment 3–20 years

Gas network 40 years

Other machinery and office equipment 3–15 years

The assets’ residual values and useful lives are reviewed and adjusted if appropriate, at each end of the 

reporting period. If the carrying amount of assets exceeds its estimated recoverable amount, 

a provision for impairment is created (see Note 2.8).

Gains and losses on liquidation and disposals of assets are determined as difference between proceeds 

and the carrying amount and are charged to the consolidated statement of comprehensive income.

2.6 Investment property

Investment property is a property held to earn rentals or held for capital appreciation. Investment 

property consisting mainly from own administrative buildings are not used by the Group. The Group 

measures all of its investment property using the cost model.

In the case that an investment property is partly used in the production or supply of services or goods 

and partly held to earn rentals, the part held to earn rentals is considered an investment property 

if it is separately marketable. If the part of a property held to earn rentals is not separately marketable, 

it is considered an investment property only if a smaller part, i.e. less than 50%, is used for the Group’s 

own production or supply of goods or services. The renting of apartments to its own employees is not 

considered an investment property. Disclosed fair values were calculated using valuation techniques 

that are derived from market rentals of comparable properties in the given region. The Group does not 
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have significant contractual liabilities related to investment property with the exception of obligatory 

repair and maintenance. Depreciation is calculated applying the straight-line method based on the 

estimated useful life of the given investment property and estimated residual values.

The estimated useful lives were set as follows:

Buildings and constructions 25–50 years

Rental income is recognised in the statement of comprehensive income over the lease term.

2.7 Intangible assets 

Intangible assets are recorded at cost less accumulated amortization and accumulated losses from 

impairment, if applicable. Intangible assets and subsequent costs are capitalised only if it is probable 

that future economic benefits associated with the item will flow to the Group and the cost of the item 

can be measured reliably.

Intangible assets have definite useful lives and are amortised applying the straight-line method.

The estimated useful lives of intangible assets were set as follows:

Software 3–5 years

Other intangible assets 5–7 years

Research expenditure (studies − costs of research focused on acquiring new pieces of information 

for future utilization in practice) is recognized as an expense when incurred.

If the carrying amount of an asset exceeds its estimated recoverable amount at the end of the reporting 

period, a provision for impairment is created (see Note 2.8).

2.8 Impairment of non-financial assets

Property, plant and equipment and other non-financial assets, including intangible assets, are reviewed 

for impairment whenever events or changes in circumstances indicate that the carrying amount may 

not be recoverable. Intangible assets not yet available for use are tested for impairment annually. 

An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its 

recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and 

value in use. For the purpose of assessing impairment, assets are grouped at the lowest levels for which 

there are separately identifiable cash flows (cash-generating units).
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2.9 Financial instruments

The Group classifies its financial assets in the following categories: at fair value through profit or loss, 

and loans and receivables. The classification depends on the purpose for which the financial assets 

were acquired. As at 31 December 2009 and 2008, the Group recognised the following categories 

of financial assets:

a) Loans and receivables

Loans and receivables are non-derivatives financial assets with fixed or determinable payments that are 

not quoted in an active market. They arise when the Group provides money, goods or services directly 

to a debtor with no intention of trading with the receivable. They are included in current assets, except 

for maturities greater than 12 months after the reporting period. These are classified as non-current 

assets. Loans and receivables are included in Trade and other receivables in the consolidated statement 

of financial position.

Receivables represented mainly by trade receivables are initially recognised at fair value and are 

subsequently measured using the effective interest method, less a provision for impairment. A provision 

for impairment for receivables is established when there is an objective evidence that the Group will not 

be able to collect all amounts due according to the original terms of receivables. 

The Group creates provisions for impairment of trade receivables that are overdue:

•	 1–2 months in the amount of 30%,

•	 2–3 months in the amount of 40%,

•	 3–6 months in the amount of 50%,

•	 6–12 months in the amount of 70%, and

•	� more than 12 months in the amount of 100% of their carrying amount before considering 

the provision for impairment.

A 100% provision for impairment is created for receivables under bankruptcy proceedings. These rules 

are based on the analysis of receivables’ ageing and the risk of default. The amount of the provision 

for impairment approximates the difference between the receivables’ carrying amount and the present 

value of estimated future cash flows discounted at the original effective interest rate. The Group does 

not create provisions for impairment for receivables due from the RWE Group companies. Impairment 

loss is recognised in the consolidated statement of comprehensive income. When a trade receivable 

is uncollectible, it is written-off against the provision for impairment. Subsequently received recoveries 

of amounts previously written-off are credited to the consolidated statement of comprehensive income.
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b) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss represent financial assets held for trading. A financial 

asset is classified in this category if acquired principally for the purpose of selling in the short-term 

or if it is a derivative.

Financial instruments at fair value through profit and loss are further classified according to degrees 

characterizing input information used in estimating the fair value:

•	 Level 1 – quoted prices (unadjusted) in active markets for identical assets or liabilities;

•	 Level 2 – �input data other than quoted prices included in Level 1 that are observable either directly 

(for example, as prices), or indirectly (for example, derived from prices);

•	 Level 3 – input data that are not based on observable market data (unobservable data).

Derivatives

Derivatives are initially recognised at fair value as at the date when the contract is concluded. 

Derivatives are subsequently measured at fair value. The Group does not use hedge accounting. All 

derivatives are classified as Derivatives under assets, if their fair value is positive, and under liabilities, 

if their fair value is negative. Changes in fair value are recognised in the consolidated statement 

of comprehensive income within Other operating (expenses)/income. The fair value of derivatives 

is calculated as the present value of expected future cash flows from derivatives. The expected cash 

flows are based on current market conditions (commodity prices, foreign exchange rates, interest rates) 

as at the end of the reporting period.

2.10 Non-current assets held for sale

Non-current assets (or disposal groups) are classified as assets held for sale and stated at the lower 

of their residual amount and fair value less costs to sell if their carrying amount is to be recovered 

principally through a sale transaction rather than through continuing use. Non-current assets held 

for sale are not depreciated.

2.11 Inventories

Inventories are stated at the lower of cost and net realisable value. Net realisable value is the estimated 

selling price less applicable variable selling expenses. Cost of inventory includes appropriate cost 

to bring inventory to its present state and location. The weighted average cost method is applied 

for all disposals.
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2.12 Unbilled gas supplies and advances received for gas supplies

The Group offsets the amount of unbilled gas supplies with the total amount of advance payments 

received for gas from individual customers. The net balance is therefore recognised in the statement 

of financial position as a net asset or a net liability (see Note 11). The resulting balance approximates 

to the amount of receivable from and payable to customers. Receivable from customer is a financial 

asset, which will be settled by cash. Payable to customer is a non-financial liability (advance received), 

which will be settled by supply of gas.

2.13 Cash and cash equivalents 

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term 

highly liquid investments with original maturities of three months or less. 

The Group uses cash-pooling within the RWE Group. A receivable/(liability) that arises from cash-pooling 

is presented in the Statement of cash flows as part of cash and cash equivalents. In the liability arising 

from cash-pooling represents a form of financing, then it is not presented in the Statement of cash 

flows as part of cash and cash equivalents.

2.14 Share capital 

Share capital of the Company is represented by ordinary shares. No preference shares were issued. 

The Company does not own any of its own equity instruments.

2.15 Trade payables and other liabilities

Trade payables and other liabilities are recognised initially at fair value. Subsequently, trade payables 

and other financial liabilities are stated at amortized costs using the effective interest rate method.

2.16 Employee benefits

a) Contributions to the State pension scheme

The Group pays its employees contributions to the State pension system, which is managed on the basis 

of defined benefit scheme. The Group has no other liabilities related to the State pension scheme after 

paying contributions in amount defined by law.

b) Pension and life insurance

In accordance with the valid Collective Agreement, the Group makes monthly contributions to pension 

and life insurance schemes for its employees. The contributions are paid to an independent entity 

under a defined contribution scheme. The contributions are recognised in the consolidated statement 

of comprehensive income as incurred.
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c) Other obligations

Other benefits (e.g. for paid holidays) are continuously recognised as expenses when incurred.

2.17 Government grants 

Government grants related to the purchase of property, plant and equipment are recognised at their 

fair value in current and non-current liabilities upon their receipt by the Group. Government grants 

are released to the consolidated statement of comprehensive income on straight line basis over the 

expected useful life of the assets purchased from the grants.

2.18 Provisions

Provisions are recognised if the Group has a present legal or constructive obligation as a result of past 

events, and if it is probable that an outflow of resources will be required to settle the obligation, 

and a reliable estimate of the amount can be made.

Provisions are not recognised for future operating losses.

Provisions are measured at best estimate of the expenditure required to settle the present obligation 

as at the reporting date. If the impact of discounting is significant, the provisions are carried at present 

value of future costs. Subsequent increase in provisions due to time impact is recorded as interest expense.

2.19 Revenue recognition

Revenue is recognised when the risks and rewards from the ownership have been transferred to the buyer 

or when services that can be reliably measured are rendered and it is probable that the economic benefits 

associated with the transaction will flow to the Group.

Revenues from sales of goods and services are presented net of Value Added Tax net of discounts and are 

measured at fair value of the consideration received or receivable.

a) Revenues from sale and distribution of gas 

Revenue from gas supplies is recognised when the commodity is delivered. Revenue from the sale 

of natural gas on the liberalised market, that was fully liberalised effective 1 January 2007 in accordance 

with article 55 of act No. 458/2000 Coll., is measured based on the commodity value reflecting all costs 

for purchase of natural gas including the gross margin that covers costs of gas trade and eligible profit, 

and also other energy services related to gas deliveries to the customer in the required quantity 

and at the required time.
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Effective 1 April 2007 the end customers’ price for high-volume customers with annual consumption 

higher than 5 million m3 is calculated using the price formula linked to quotation of reference fuel and 

foreign exchange rates. The price formula mirrors the same arrangement on the side 

of the gas purchase.

Other high-volume and middle-volume customers with the consumption over 630 thousand m3 have the 

opportunity to conclude a contract using either the price formula (see above) or fixed price for a pre-set 

period of one month; customers with consumption below 630 thousand m3 have the opportunity 

to conclude a contract with a fixed price for a pre-set period of three months based on the Company’s 

valid price list. Prices for other customers are fixed for a pre-set period of three months in accordance 

with up-to-date price list. The quarterly price reflects corrections arising from the difference between 

planned and actual costs for gas purchases in previous periods.

The final price for gas deliveries and distribution includes energy activities such as distribution, 

transportation and storage. Distribution and transportation prices are regulated by Energy Regulatory 

Office (“ERO”), storage prices are contractual prices. 

Natural gas deliveries to high-volume and middle-volume customers (“VO” and “SO”) are billed 

on a monthly basis based on actual readings of consumption. Natural gas deliveries to low-volume 

customers (“MO”) and households (“DOM”) are billed periodically based on the reading 

of consumption at each connecting site which is performed at least once in 18 months.

Revenues from MO and DOM categories consist of actually billed revenues and so-called unbilled 

gas revenues (see Note 10).

b) Other income

Other income of the Group is recognised as follows:

•	 Interest income is recognised on a time-proportion basis using the effective interest rate method.
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2.20 Leases

Leases of property, plant and equipment where majority part of the risks and rewards of ownership 

have been transferred to the Group are classified as finance leases. Finance leases are capitalised 

at the inception of the lease at the lower of the fair value of the leased property or the present value 

of the minimum lease payments. Each lease payment is allocated between the settlement of the 

liability and finance charges. Related lease obligations are included in current or non-current liabilities 

in the consolidated statement of financial position. The interest is charged directly to the consolidated 

statement of comprehensive income over the lease period so as to achieve a constant interest rate 

on the liability. The property, plant and equipment acquired via finance leases are recorded in the 

consolidated statement of comprehensive income and depreciated over their estimated useful lives.

Leases in which significant portion of risks and rewards of ownership are retained by the lessor are 

classified as operating leases. Operating lease instalments are charged to the consolidated statement 

of comprehensive income on a straight-line basis over the lease term.

2.21 Dividend distribution

Dividend distribution to the Company’s shareholders is recognised as a liability in the consolidated 

financial statements in the period in which the dividends distribution is approved by the General 

meeting of shareholders.

2.22 Income tax

Income tax for the accounting period consists of current and deferred tax.

Current income tax represents the estimated tax payable for the accounting period calculated by using 

tax rate and laws enacted or substantially enacted as at the end of the reporting period and valid 

for the period.

Deferred tax is recognised on all temporary differences between the carrying amount of an asset or liability 

in the consolidated statement of financial position and their tax bases. However the deferred income 

tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction other 

than a business combination. A deferred tax asset is recognised when it is probable that future taxable 

profit will be available against which the temporary differences can be utilised.

The deferred tax asset and liability are determined using the tax rate expected to be valid in the period, 

in which the tax asset is realised or tax liability is settled, according to tax law enacted or substantially 

enacted as at the end of the reporting period.
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3 FINANCIAL RISK MANAGEMENT 

3.1 Credit risks

Credit risk (counterparties credit risk) represents a risk of inability of counterparty to fulfil their (particularly 

finance) obligations to the Group. The Group is subject to two basic categories of credit risk: (i) credit 

risk by virtue of distribution and sale of natural gas to the Group’s customers and (ii) credit risk 

by virtue of management of available resources.

Management of credit risk arising from the sale of natural gas to the Group’s customers follows the 

internal directive Management of Credit Risk, the wording of which is based on group rules for credit 

risk management within RWE Group. The directive was updated in 2009. Customer target groups, for 

which the risk is evaluated, were newly defined and the calculation was modified in such a manner that 

it factors in a probability of customer’s insolvency. A maximum credit exposure and expected loss 

is assessed for each customer with annual natural gas consumption above 40 GWh or for a customer 

who intends to conclude or has already concluded a contract with the Group containing simultaneously 

a price formula and non-standard payment conditions. The maximum credit exposure and expected 

loss are determined by the Group based on the methodology set in the internal directive. The expected 

loss level depends on the customer’s expected consumption diagram, set payment terms and expected 

natural gas prices. The credit limit is determined using the maximum credit exposure and expected loss 

and by the credit assessment of the customer expressed by a credit rating set by Creditreform, 

an independent rating agency. 

Debt collection for VO and SO categories is managed by the Company. Customers in VO and SO 

categories are monitored weekly by the sales department representatives on an individual basis. Debt 

collection process for MO and DOM categories is outsourced to a related party based on the Service 

level agreement and might include procedures such as customer disconnection or court proceedings.

The Group participates in cash-pooling project of RWE Transgas, a.s. Under the terms of the cash-pooling 

project the Company deposits all of its available financial funds with RWE Transgas, a.s., either 

in the form of short-term loans maturing within 1 year or in the form of overnight roll-over overdrafts. 

RWE Transgas, a.s. is a related company controlled by RWE AG, whose (A) S&P rating represents 

an acceptable level of credit exposure. 
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Credit quality of financial assets

The credit quality of financial assets which are neither past due nor impaired is based on credit ratings 

or historical data on individual customer groups.

The credit quality structure is as follows:

31 December 2009 
CZK million

31 December 2008 
CZK million

Receivables 

– with a Creditreform rating 20 -

– without a Creditreform rating 14 15

– with rating a S&P (A) 73 12

Other receivables 2 1

Trade and other receivables 109 28

Unbilled gas supplies - 44

Derivatives 5 -

Cash and cash equivalents

– cash-pooling RWE Transgas, a.s. (rating A) 771 38

Total not past due and not impaired financial assets 885 110

The maximum exposure to credit risk equals to the carrying amount of receivables, derivatives with 

positive fair value and cash and cash equivalents, as follows:

31 December 2009 
CZK million

31 December 2008 
CZK million

Trade and other receivables 140 76

Unbilled gas supplies - 44

Derivates 5 -

Cash and cash equivalents 771 38

Total 916 158

3.2 Liquidity risk

Liquidity risk represents a risk of insufficient free cash. Continuous management and forecasting 

of Group’s future cash flows represents the basic tool of liquidity risk management. The Group prepares 

forecasted cash flows on a daily basis for the next 12 months. The forecast is updated on a weekly 

basis. Based on the forecast the Group must have a sufficient volume of liquid instruments to finance its 

activities for the monitored period. The Group participates in cash-pooling project of RWE Transgas, a.s.
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Under the terms of the cash-pooling project the Group concluded a framework loan agreement, 

in accordance which the Group is entitled to draw short-term borrowings due within one year up 

to the amount of CZK 600 million, and roll-over overdrafts up to CZK 600 million. The credit limits 

for short-term credits are updated at least once a year based on the expected Group cash flow. 

Effective 1 July 2009 the Group is entitled to draw a special purpose loan for financing investment 

or operating activities up to the maximum amount CZK 300 million with the minimum partial drawing 

of CZK 2 million. The special purpose loan is denominated in Czech Crowns and bears the interest rate 

of PRIBOR plus 70 basis points. Individual tranches can be granted for the period of 7 to 364 days for 

financing of operating activities, and for the period of 28 to 364 days for financing of investment activities.

The table below shows the financial liabilities of the Group classified according to remaining contractual 

maturities as at the balance sheet date. The amounts in the table represent contractual undiscounted 

cash flows, including interest payable, where applicable.

Up to 1 year 
CZK million

1–2 years 
CZK million

2–5 years 
CZK million

After 5 years 
CZK million

As at 31 December 2009

Trade and other liabilities 341 - - -

Liabilities from cash-pooling 72 - - -

Derivatives 23 - - -

– future inflows - - -

– future outflows 23 - -

Finance lease liabilities 4 4 3 -

Other financial and non-current liabilities 33 12 7 2

As at 31 December 2008

Trade and other liabilities 459 - - -

Liabilities from cash-pooling 110 - - -

Derivatives 54 30 - -

– future inflows (210) (51) - -

– future outflows 264 81 - -

Finance lease liabilities 4 4 7 -

Other financial and non-current liabilities 22 3 10 2

Trade and other payables outstanding as at 31 December 2009 and 2008 are payable within a month.

Content



68 annual report 2009 Východočeská plynárenská

The Group expects to have the following amounts of cash and cash equivalents:

As at 31 December 2010 CZK 238 million

As at 31 December 2011 CZK 43 million

As at 31 December 2012 CZK (88) million

3.3 Market risks

The Group offers to its customers term contracts on gas supplies with fixed price, or contracts on gas 

supplies with the price derived from a price formula with a fixed foreign currency exchange rate. 

Based on these contracts, a customer commits to purchase the contracted amount of natural gas. The 

Group hedges the risks arising from the differences between the commodity purchase prices and the 

contractual prices with customers, derived from the above-mentioned price formulas, by concluding 

commodity derivative contracts – type CIS (commodity index swap) or CCS (commodity currency swap) 

with RWE Transgas, a.s. in accordance with the framework agreement. Price agreements with customers 

do not qualify to be recognised as derivatives. CISs and CCS are measured at fair value through profit 

or loss. The purchase price for natural gas is derived from a price formula dependent on market prices 

of oil products (light and heavy fuel oil), black coal, foreign currency exchange rates of CZK, EUR, 

USD and interest rates of CZK and EUR. The price at which the Group sells gas is directly linked to the 

purchase price of gas. By this the Group is hedged against commodity risks.

a) Interest rate risk

All drawings of short-term and roll-over overdrafts lent to or borrowed by the Group under the terms 

of RWE Transgas, a.s. cash-pooling as at 31 December 2009 and 2008, including the special purpose 

loan, have fixed interest rates, which are derived from the relevant interbank rate – 

PRIBOR or PRIBID respectively.

 

Sensitivity analysis:

As at 31 December 2009, if the interest rate had decreased by 50 basic points with all other variables 

held constant; profit for the year before tax would have been CZK 0,4 million (2008: CZK 0,01 million) lower; 

mainly as a result of decreased interest income from cash-pooling, which is partially compensated 

by the increase in negative fair value of derivatives. Alternatively, as at 31 December 2009, if the 

interest rate had increased by 50 basic points with all other variables held constant; profit for the 

year before tax would have been CZK 0,4 million (2008: CZK 0,04 million) higher; mainly as a result 

of increased interest income from cash-pooling, which is partially compensated by the increase 

in negative fair value of derivatives. 
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b) Foreign exchange risk 

The Group’s business activities (including purchases and sales of natural gas) are realised in Czech 

Crowns only. As a result of this, the Group’s financial assets and liabilities are not directly exposed  

to foreign exchange risk. As at 31 December 2009 and 2008 the Group did not recognise any material 

assets or liabilities denominated in foreign currency.

Sensitivity analysis:

Individual foreign exchange rate scenarios were based on the statistical analysis of data. The selected 

foreign exchange scenarios demonstrate the impact on the Group’s financial result assuming that only 

one factor changes and the other variables affecting derivatives fair values remaining constant:

Estimated yearly deviation 
%

Currency pair Decrease Increase

EUR/CZK (5)% 5%

EUR/USD (8)% 9%

Impact on profit before tax  
CZK million

Currency pair Decrease Increase

EUR/CZK (2) 3

EUR/USD 7 (7)

As at 31 December 2009 if the CZK had appreciated by 5% against the EUR with all other variables held 

constant; profit for the year would have been CZK 3 million lower as a result of the decrease in the fair 

value of derivatives. Alternatively, as at 31 December 2009, if the CZK had depreciated by 5% against 

the EUR with all other variables held constant profit for the year would have been CZK 2 million higher 

mainly as a result of the increase in the fair value of derivatives. 

As at 31 December 2009 if the USD had appreciated by 8% against the EUR with all other variables held 

constant; profit for the year would have been CZK 7 million higher as a result of the increase in the fair 

value of derivatives. Alternatively, as at 31 December 2009, if the USD had depreciated by 9% against 

the EUR with all other variables held constant; profit for the year would have been by CZK 7 million 

higher as a result of the increase in the negative fair value of derivatives. 
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c) Commodity risk

The value of receivables and liabilities arising from the purchase and sale of natural gas recognised 

by the Group as at 31 December 2009 and 2008 is not dependent on further development of oil 

derivatives and coal prices. As at 31 December 2009 and 2008 the Group did not recognise any 

material assets or liabilities, the value of which would depend on changes in other market drivers.

The Group is exposed to commodity risk from natural gas supplies for fixed price (see above this note).

Sensitivity analysis:

Individual commodity scenarios were based on the statistical analysis of commodity prices. The 

scenarios demonstrate the possible impact on the Group’s financial results assuming that only one 

factor changes with the other variables affecting the fair value of derivatives remaining constant: 

Estimated yearly deviation 

Commodity Decrease Increase

Gasoil [USD] (26)% 34%

Fuel Oil [USD] (28)% 39%

Hard Coal ICR [USD] (19)% 24%

Hard Coal StaBu [EUR] (18)% 12%

Commodity Impact on profit before tax (CZK million)

Gasoil [USD] (7) 9

Fuel Oil [USD] (7) 10

Hard Coal ICR [USD] - -

Hard Coal StaBu [EUR] (1) 1

3.4 Capital risk

The Company does not actively manage capital. The capital is managed at the RWE Group level.

All the equity components are considered to be the capital of the Group. For additional information, 

see Note 13 and the Consolidated statement of changes in equity.
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3.5 Classes of financial assets and liabilities – reconciliation to consolidated statement 

of financial position lines

Assets as at 31 December 2009:

Consolidated statement 
of financial position 
lines/Categories

Financial 
assets – loans 

and receivables 
CZK million

Financial assets 
at fair value 

through profit 
or loss (Level 2)

CZK million

Financial  
assets total 
CZK million

Non-financial 
assets 

CZK million
Total

CZK million

Trade and other receivables 140 - 140 26 166

Derivatives - 5 5 - 5

Cash and cash equivalents 771 - 771 - 771

Total 911 5 916 26 942

Assets as at 31 December 2008:

Consolidated statement 
of financial position 
lines/Categories

Financial 
assets – loans  

and receivables 
CZK million

Financial assets 
at fair value 

through profit 
or loss (Level 2) 

CZK million

Financial 
assets total 
CZK million

Non-financial 
assets 

CZK million
Total

CZK million

Trade and other receivables 76 - 76 15 91

Receivables from unbilled gas 44 - 44 - 44

Cash and cash equivalents 38 - 38 - 38

Total 158 - 158 15 173

Liabilities as at 31 December 2009:

Consolidated statement 
of financial position 
lines/Categories

Financial 
liabilities – 

valuated 
at amortized cost 

CZK million

Financial 
liabilities 

at fair value 
through profit 

or loss (Level 2)
CZK million

Financial 
liabilities total

CZK million

Non-financial 
liabilities

CZK million
Total

CZK million

Other log-term payables 26 - 26 289 315

Trade and other payables 341 - 341 21 362

Advance payments received 
from gas

- - - 543 543

Derivatives - 23 23 - 23

Other financial payables 108 - 108 - 108

Total 465 23 498 853 1,351
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Liabilities as at 31 December 2008:

Consolidated statement 
of financial position 
lines/Categories

Financial 
liabilities – 

valuated 
at amortized cost 

CZK million

Financial 
liabilities 

at fair value 
through profit 

or loss (Level 2)
CZK million

Financial 
liabilities total

CZK million

Non-financial 
liabilities

CZK million
Total

CZK million

Other log-term payables 22 - 22 302 324

Trade and other payables 459 - 459 20 479

Derivatives - 81 81 - 81

Other financial payables 135 - 135 - 135

Total 616 81 697 322 1,019

As at 31 December 2009 the Group paid advance payments as a deposit for its liabilities originating 

from natural gas flows in the gas network of other companies in the amount of CZK 6 million 

(31 December 2008: CZK 7 million). 

No financial assets were provided as collateral for liabilities.

3.6 Fair value measurement

Fair values of financial assets and liabilities that are not traded in an active market are determined 

by using valuation techniques based on discounted future cash flow. The expected cash flows are based 

on current market conditions, such as commodity prices, foreign exchange rates, interest rates, etc. 

as at the end of the reporting period. As at the the end of the reporting period, the Company classified 

its financial assets and liabitlites at fair value through profit or loss under the Level 2 of the fair value 

measurement hierarchy (see Note 3.5). 

The carrying amounts of short-term receivables less impairment provision and short-term payables 

approximate their fair values. The fair value of non-current liabilities for disclosure purposes is estimated 

using the method of estimated discounted cash flows based on the current interest market rate available 

to the Company for similar financial instruments.
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4 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The Group makes estimates and assumptions related to the future. The resulting accounting estimates 

will, by definition, seldom equal the related actual results. Estimates and judgments are continuously 

evaluated and are based on historical experience and other factors, including expectations of future 

events that are believed to be reasonable under the circumstances.

4.1 Unbilled supplies of natural gas

The estimates and assumptions that have significant risk of causing material adjustments to the 

carrying amounts of assets and liabilities within the next financial year relate to unbilled supplies 

of natural gas.

Revenues from gas supplies for MO and DOM categories comprise of revenues, which are invoiced 

based on individual billing cycles at least once every 18 months, and unbilled revenues from sold 

gas for the given period.

Should the recognised balance of network losses change, the carrying value of unbilled gas supplies 

as at 31 December 2009 would have changes as follows:

Loss in the network higher (+)/lower (-) by:

Inaccuracy of estimate 
of losses in the network (1.00%) (0.50%) 0.00% 0.50% 1.00%

Impact on the profit before tax (CZK million) 78 39 - (39) (78)

4.2 Recent economic environment

The ongoing global economic recession which commenced in the middle of 2008 has resulted in, among 

other things, a lower level of capital market funding, lower liquidity levels across the banking sector, 

and, at times, higher interbank lending rates and very high volatility in stock markets.

Impact on customers:

Debtors of the Group can be influenced by a lower liquidity situation which could in turn have an impact 

on their ability to repay the amounts owed. Deteriorating operational conditions have an impact 

on the management’s cash flow forecasts and assessment of the impairment of financial 

and non-financial assets. 
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Fair value of financial assets and liabilities:

Fair values of derivative financial instruments were determined by the Group using valuation techniques 

which include the use of arm’s length transactions, discounted cash flow analysis, option pricing 

models and other valuation techniques commonly used by market participants. The valuation models 

conditions which reflect current market conditions at the valuation date may not be representative 

of market conditions either before or after the measurement date.

Management of the Group evaluated all the information available and currently does not expect the 

economic recession to have a significant impact on the Group’s business, specifically on the Group’s 

liquidity and funding. Management of the Group believes it is taking all the necessary measures 

to support the sustainability of the Group’s business under the current circumstances.

5 Segment reporting

The Group identified two product segments – sale of gas and distribution of gas. The Group realises 

almost all of its revenues in the Czech Republic, mainly in the Eastern Bohemia region. The segment 

distribution realises revenues from sale of gas distribution services. The segment sale of gas realises 

revenues from the sale of gas, which also includes the cost of distribution services plus margin realised 

by the distribution segment.

Year ended 
31 December 2009

Sale of gas 
CZK million

Distribution 
CZK million

Sum for 
segments 

CZK million
Elimination 
CZK million

Consolidated 
data 

CZK million

Segments revenue 7,871 1,377 9,248

Proceeds between segments (139) (1,298) (1,437) 1,437 -

External revenues 7,732 79 7,811 7,811

Other operating income 699 19 718 (576) 142

Purchased gas and services 
related to distribution 
and gas supplies

(7,450) (280) (7,729) 1,434 (6,295)

Depreciation (13) (168) (181) (181)

Employee benefits (36) (8) (44) (44)

Other operating expenses (282) (413) (695) 4 (691)

Operating result 789 528 1,317 (575)* 742

Interest income 4 1 5 5

Interest expenses (6) (2) (8) - (8)

Profit before tax 787 527 1,314 (575)* 739

Income tax (44) (107) (151) - (151)

Net profit 743 420 1,163 (575)* 588

Assets total 4,484 4,065 8,549 (3,517) 5,032

* Represents the profit transfer from the Subsidiary VČP Net, s.r.o., which is eliminated in the consolidation.
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Year ended 
31 December 2008

Sale 
CZK million

Distribution 
CZK million

Sum for 
segments 

CZK million
Elimination 
CZK million

Consolidated 
data 

CZK million

Segments revenue 8,308 1,189 9,497

Proceeds between segments (151) (1,159) (1,310) 1,310 -

External revenues 8,157 30 8,187 8,187

Other operating income 461 15 475 (370) 105

Purchased gas and services 
related to distribution 
and gas supplies

(8,165) (266) (8,431) 1,292 (7,139)

Depreciation (16) (152) (168) (168)

Employee benefits (23) (11) (34) (34)

Other operating expenses (301) (416) (717) 18 (699)

Operating result 263 359 622 (370)* 252

Interest income 11 1 12 12

Interest expenses (1) (5) (6) - (6)

Profit before tax 273 355 628 (370)* 258

Income tax 19 (71) (52) - (52)

Net profit 292 284 576 (370)* 206

Assets total 3,632 3,876 7,508 (3,210) 4,298

As at 1 January 2008

Assets total 3,718 3,816 7,534 (3,206) 4,328

* Represents the profit transfer from the Subsidiary VČP Net, s.r.o., which is eliminated in the consolidation.
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6 PROPERTY, PLANT AND EQUIPMENT

Buildings, 
constructions 

and land 
CZK million

 Equipment 
CZK million

Gas network  
CZK million

Other 
machinery 
and office 
equipmen 

CZK million

Tangible fixed 
assets under 
construction 

including 
advances paid 

CZK million
Total  

CZK million

As at 1 January 2008

Cost 236 948 5,710 333 80 7,307

Accumulated depreciation (70) (702) (2,351) (281) - (3,404)

Net carrying amount 166 246 3,359 52 80 3,903

Year ended 
31 December 2008

Additions - 81 3 - 164 248

Disposals and transfers 3 (50) 207 5 (169) (4)

Depreciation and 
impairment charge

(7) (33) (114) (14) - (168)

Transfer to Investment 
property

(98) - - - - (98)

Closing net 
carrying amount

64 244 3,455 43 75 3,881

As at 31 December 2008

Cost 86 973 5,920 242 75 7,296

Accumulated depreciation (22) (729) (2,465) (199) - (3,415)

Closing net 
carrying amount

64 244 3,455 43 75 3,881

Year ended 
31 December 2009

Additions 1 61 154 - 68 285

Disposals and transfers 1 7 60 (1) (65) 3

Depreciation (5) (41) (119) (14) - (180)

Transfer to Investment 
property 

- (3) - - - (3)

Transfer to non-current 
assets held for sale

- (1) - - - (1)

Closing net carrying 
amount

61 267 3,550 29 78 3,985

As at 31 December 2009

Cost 88 1031 6,133 193 78 7,523

Accumulated depreciation (27) (764) (2,583) (164) - (3,538)

Closing net 
carrying amount

61 267 3,550 29 78 3,985
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In cases when Group is a lessee under finance lease contract, machines, machinery and technical 

equipment and other machinery and office equipment include the following amounts:

Gas networks 
CZK million

As at 31 December 2009

Cost 41

Accumulated depreciation (16)

Net carrying amount 25

As at 31 December 2008

Cost 41

Accumulated depreciation (15)

Net carrying amount 26

7 investment property

31 December 2009 
CZK million

31 December 2008 
CZK million

Cost 140 152

Accumulated depreciation (54) (54)

Net carrying amount 86 98

31 December 2009 
CZK million

31 December 2008 
CZK million

Fair value of the investment property 192 264

Amounts recognized in the statement of comprehensive income
2009 

CZK million
2008 

CZK million

– rental income from investment property 15 16

– direct costs related to the lease 2 2

Content



78 annual report 2009 Východočeská plynárenská

8 intangible assets

Software 
CZK million

 Other 
CZK million

Total 
CZK million

As at 1 January 2008      

Cost 109 3 112

Accumulated amortization (109) - (109)

Net carrying amount - 3 3

Year ended 31 December 2008

Additions - 1 1

Disposals and transfers - - -

Amortization - (1) (1)

Closing net carrying amount - 3 3

As at 31 December 2008

Cost 101 4 105

Accumulated amortization (101) (1) (102)

Net carrying amount - 3 3

Year ended 31 December 2009

Additions - 1 1

Disposals and transfers - - -

Amortization - (1) (1)

Closing net carrying amount - 3 3

As at 31 December 2009

Cost 101 4 105

Accumulated amortization (101) (1) (102)

Net carrying amount - 3 3
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9 Trade and other receivables 

31 December 2009 
CZK million

31 December 2008 
CZK million

Trade receivables from third parties 222 179

Trade receivables from related parties 73 3

Total trade receivables 295 182

Provision for impairment of trade receivables (157) (107)

Net carrying amount of trade receivables 138 75

Other receivables – financial 2 1

Financial trade and other receivables 140 76

Operating long-term advances paid 18 11

Operating short-term advances paid 8 4

Non-financial trade and other receivables 26 15

Total trade and other receivables 166 91

Trade receivables outstanding have not been secured.

Receivables from related parties are analysed in Note 30.

As at 31 December 2009 trade receivables of CZK 11 million (as at 31 December 2008: CZK 40 million) 

were past due but not impaired.

The ageing of these receivables is as follows (net): 

31 December 2009 
CZK million

31 December 2008 
CZK million

Up to 6 months 11 40

6 to 12 months - -

Over 1 year - -

Total 11 40
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The ageing of receivables that are individually determined to be impaired is as follows (net):

31 December 2009 
CZK million

31 December 2008 
CZK million

Up to 6 months 11 -

6 to 12 months 7 6

Over 1 year - -

Total 18 6

Movements on the provision for impairment of trade receivables are as follows:

2009 
CZK million

2008 
CZK million

Balance as at 1 January 107 51

Creation of provision for receivables impairment 57 63

Release of provision for receivables impairment for write-off of unrecoverable receivables (7) (7)

Balance as at 31 December 157 107

The following table analyses income and expenses related to trade and other receivables: 

2009 
CZK million

2008 
CZK million

Movement on provision for receivables impairment 50 56

Write-off of unrecoverable receivables 7 7

Total net loss from impairment of receivables 57 63

10 UNBILLED GAS SUPPLIES

The Group recognised the following amounts for unbilled gas supplies and related advance payments 

received for gas:

31 December 2009 
CZK million

31 December 2008 
CZK million

Unbilled gas supplies 2,404 2,834

Advance payments received for gas (2,947) (2,790)

Total (543) 44
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11 Cash and cash equivalents

Cash and cash equivalents stated in the cash flow statement comprise:

31 December 2009 
CZK million

31 December 2008 
CZK million

Cash at bank and cash in hand - -

Cash equivalents from cash-pooling 771 38

Cash-pooling overdraft - (110)

Total cash and cash equivalents 771 (72)

Cash and cash equivalents drawn or lent in a form of borrowings under cash-pooling yield interest 

rates determined for each day and derived from a one-day PRIBOR or PRIBID. As at 31 December 2009 

the lent roll-over borrowing yields an interest rate of 0.04% (as at 31 December 2009: 0.99%) and the 

drawn roll-over overdraft yields an interest rate of 1.18% (as at 31 December 2008: 1.64%).

12 Non-current assets and disposal group held for sale

In 2009 the management of the Company approved the updated list of assets designated as held-for-

sale from 2008, as a result of which the following property, plant and equipment have been classified 

as non-current asset held-for-sale as at 31 December 2009. The transaction is expected to be finished 

during year 2010. The sale of non-current assets classified as held-for-sale at 31 December 2008 

was not realized during the year 2009 due to lower liquidity of real estate market.

31 December 2009 
CZK million

31 December 2008 
CZK million

Land and buildings 13 7

13 SHARE CAPITAL and OTHER FUNDs

31 December 2009 
CZK million

31 December 2008 
CZK million

Bearer shares 634 634

Registered shares 327 327

Total share capital registered in Commercial Register 961 961
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Share capital of the Company consists of 960 602 shares fully subscribed and paid. Nominal value 

of one share is CZK 1 thousand. Both categories of bearer and ordinary registered shares hold 

the same rights.

The Group creates the following funds, which are recognised under “Retained earnings and other funds”:

31 December 2009 
CZK million

31 December 2008 
CZK million

Statutory reserve fund 323 304

Other funds 320 319

Total other funds 643 623

The statutory reserve fund comprises funds that the Group is required to retain according to the 

Commercial Code. Use of the statutory reserve fund is limited by legislation and the Statutes 

of the Company and the Subsidiary and is not available for distribution to the shareholders, 

but may be used to offset losses.

Other funds consist of gifts accepted until 2002 (before the acquisition of the Company by the RWE Group). 

The Company’s management decided to allocate the gifts in a specific fund, the distribution of which 

will be approved. In compliance with the Statutes of the Company, the distribution of these funds 

to shareholders is subject to the General meeting approval based on a proposal submitted by the 

Board of Directors as approved by the Supervisory Board.

14 OTHER non-current liabilities

31 December 2009 
CZK million

31 December 2008 
CZK million

Liabilities from finance lease 7 10

Non-current part of subsidies for acquisition of non-current tangible assets 237 244

Deferred revenues 52 58

Other non-current liabilities 19 12

Total other non-current liabilities 315 324

Liabilities from finance lease are analyzed in Note 18.

Deferred revenues represent charges related to connecting to gas distribution network that, 

in accordance with the Group policy, are released to consolidated statement of comprehensive 

income over 20 years from the date of their receipt.
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Other non-current liabilities include non-current investment liabilities arising from acquisition 

of gas distribution network from municipalities.

In 2009, the Group did not receive any subsidies on acquisition of non-current assets 

(2008: CZK 3 million).

15 Deferred tax LIABILITY

Offsetting of deferred income tax assets and liabilities is allowed when there is a legally enforceable 

right to offset due tax assets and due tax liabilities and when the deferred income tax assets and 

liabilities related to income tax are collected by the same tax authority.

The offset deferred tax assets and liabilities are as follows:

31 December 2009 
CZK million

31 December 2008 
CZK million

Deferred tax asset to be recovered after more than 12 months 3 26

Deferred tax asset to be recovered within 12 months 8 0

Deferred tax liability payable after more than 12 months (317) (282)

Deferred tax liability payable within 12 months - (3)

Net deferred tax liability (306) (259)

Changes in deferred tax assets and liabilities have the following structure:

Deferred tax 
asset/(liability)

Non-current 
assets 

CZK million
Receivables 
CZK million

Provisions 
CZK million

Liabilities 
CZK million

Tax loss 
CZK million

Total 
CZK million

Balance 
as at 1 January 2008

(253) 3 2 3 - (245)

Impact of temporary 
differences on the 
consolidated statement 
of comprehensive income

(32) - (1) - 19 (14)

Balance 
as at 31 December 2008

(285) 3 1 3 19 (259)

Impact of temporary 
differences on the 
consolidated statement 
of comprehensive income

(79) 6 1 44 (19) (47)

Balance 
as at 31 December 2009

(364) 9 2 47 - (306)
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The deferred tax as at 31 December 2009 is calculated at 19% (the rate enacted for 2010 and subsequent 

years). The deffered tax as at 31 December 2008 is calculated at 20% (the rate enacted for 2009) and 

19% (the rate enacted for 2010 and subsequent years) depending on the period when the temporary 

differences are expected to reverse.

16 trade and other liabilities

31 December 2009 
CZK million

31 December 2008 
CZK million

Trade liabilities to third parties 20 16

Trade liabilities to related parties 306 421

Trade liabilities total 326 437

Other liabilities financial 15 22

Financial trade and other liabilities 341 459

Liabilities to employees 6 6

Liabilities for social insurance 1 1

Operating short-term advances received 1 1

Other non-financial liabilities 13 12

Non-financial trade and other liabilities 21 20

Total trade and other liabilities 362 479

Liabilities to related parties are analysed in Note 30.

Trade and other payables have not been secured over any assets of the Group.

17 derivatives

31 December 2009 31 December 2008

Receivable
CZK million

Liability 
CZK million

Receivable
CZK million

Liability 
CZK million

Derivative type CIS (commodity index swap) 5 23 - 29

Derivative type CCS (commodity currency swap) - - - 52

Total 5 23 - 81

As at 31 December 2009 all derivatives are to be realised up to 1 year.
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18 other financial and tax liabilities

31 December 2009 
CZK million

31 December 2008 
CZK million

Current financial liabilities

Finance lease liabilities 3 3

Liabilities from purchase of gas network 31 20

Liabilities from cash-pooling 72 110

Other financial liabilities 2 2

108 135

As at 31 December 2009 the liabilities from cash-pooling in the amount of CZK 72 million consist 

of a special purpose loan for financing investing activities. As at 31 December 2008 the liabilities 

from cash-pooling in the amount of CZK 110 million contain a roll-over overdraft classified as cash 

and cash equivalents in the Statement of cash flows.

Liabilities from finance lease – minimal lease payments are analyzed as follows:

31 December 2009 
CZK million

31 December 2008 
CZK million

Outstanding amount payable within one year 4 4

Outstanding amount payable within 1–5 years 7 11

Total 11 15

Future financial charges from finance lease (1) (2)

Present value of finance lease liabilities 10 13

Present value of liabilities from finance lease has the following structure:

31 December 2009 
CZK million

31 December 2008 
CZK million

Outstanding amount payable within one year 4 3

Outstanding amount payable within 1–5 years 6 10

Present value of finance lease liabilities 10 13

Present values are set based on discounted cash flow using average borrowing rate 6.06% in 2009 

(2008: 6.28%).

Other tax liabilities mainly contain liabilities from ecology taxes levied on gas supplies.
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19 Sales

2009 
CZK million

2008 
CZK million

Sale of natural gas 6,414 6,999

Distribution of natural gas 1,373 1,181

Other 24 7

Total 7,811 8,187

20 Purchased gas and services related to gas SUPPLIES

2009 
CZK million

2008 
CZK million

Purchase of natural gas 6,011 6,858

Raw materials and consumables related to gas supplies 9 27

Purchased services related to gas supplies 275 254

Total 6,295 7,139

Costs of raw material and consumables related to gas supplies comprise of purchases of gas for own 

consumption, energy consumption, consumption of low value gas meters not included in non-current 

assets and material for maintenance of gas facility. 

Costs of purchased services related to gas supplies represent costs of gas meters readings, maintenance 

and operating lease of gas network and other services related to operation of gas network.

21 OTHER OPERATING INCOME

2009 
CZK million

2008 
CZK million

Profit from sale of non-current assets 13 5

Write-off of liability to ČPP, s.p. - 51

Income from rent 20 20

Gain from a sale of a part of a business - 4

Realised commodity derivatives 10 6

Change in fair value of derivatives 72 -

Release of subsidies 7 7

Other 20 12

Total 142 105
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22 EMPLOYEE BENEFITS

2009 
CZK million

2008 
CZK million

Wages and current employee benefits 33 22

Social security costs 4 3

Pension costs – defined contribution plans 7 9

44 34

23 Other operating expenses

2009 
CZK million

2008 
CZK million

Consumption of raw material 1 1

Services and repairs 548 535

Impairment of receivables 57 63

Loss from derivatives 59 3

Change in fair value of derivatives 10 81

Other 16 16

Total 691 699

Services and repairs are incurred mainly from service level agreements relate mainly to IT services, 

telecommunications, invoicing, call center and debt collection and costs for gas network repairs. 

24 Finance costS and income

2009 
CZK million

2008 
CZK million

Interests income 5 12

Interest expense (8) (6)

Net finance income (3) 6
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25 Income tax

The income tax expense recognised in the consolidated statement of comprehensive income consists 

of the following:

2009 
CZK million

2008 
CZK million

Current income tax 104 38

Deferred income tax (Note 15) 47 14

Total 151 52

Reconciliation between theoretical tax charge computed from accounting profit before tax multiplied 

by the statutory income tax rate for the year and actual tax charge for the year:

2009 
CZK million

2008 
CZK million

Net profit before taxation 739 258

Theoretical income tax at 20% (2008: 21%) 148 54

Non-taxable income - (5)

Tax non-deductible expense 2 5

Impact of the tax rate change on deferred tax (2) (2)

Tax loss deduction - -

Gifts - -

Other 3 -

Total income tax charge 151 52
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26 Earnings AND DIVIDENDS per share

Basic earnings per share ratio is calculated as a profit attributable to the Company’s shareholders 

divided by the weighted arithmetic average number of ordinary shares during the year. 

The value of diluted earnings per share ratio equals the basic earnings per share ratio because 

the Company does not have any dilutive equity instruments.

2009 2008

Profit attributable to equity holders of the Company (CZK million) 588 206

Number of ordinary shares in circulation (thousand) 961 961

Basic earnings per share ratio (CZK per share) 612 214

Diluted earnings per share ratio (CZK per share) 612 214

In 2009 the Company paid dividends of CZK 292 million (CZK 304 per share), in 2008: CZK 453 million 

(CZK 472 per share).

The dividends were distributed as follows:

2009 
CZK million

2008 
CZK million

RWE Gas International B.V. 186 288

SPP Bohemia a.s. 55 86

Other shareholders 51 79

Total 292 453

27 contingent liabilities

Tax authorities are allowed to inspect accounting books and records at any time within three years 

subsequent to the reported tax year, and consequently may additionally impose income tax and 

penalties. In 2005, tax authorities carried out a full-scope tax audit at the Company for the year 2003. 

The Company’s management is not aware of any circumstances which may in the future give rise 

to a potential material contingent liability in this respect.

Management of the Company is not aware of any other significant contingent liabilities 

as at 31 December 2009.
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28 COMMITMENTS

Material contracted commitments are analysed as follows:

31 December 2009 
CZK million

31 December 2008 
CZK million

Property, plant and equipment 50 53

29 regulatory framework

Since 1 January 2007, the legal unbundling of distribution services from the originally vertically integrated 

gas organization has been in place. The Company carries on trading with natural gas and the subsidiary 

SMP Net, s.r.o. operates the distribution network.

As at 1 January 2007, the Company separated part of its business in accordance with the European 

Union Directives and the amendment of the Energy Act and contributed this part of the business 

related to gas distribution to its Subsidiary which assumed the role of the distribution network provider.

a) Price regulation – gas sale

In 2009, the natural gas market is fully liberalised and all end customers have a choice of their gas 

supplier. The price regulation of the Energy Regulatory Office by the means of regulating maximum 

gas prices ceased effective from 1 April 2007. With respect to the dominant position of regional gas 

companies of RWE Group on the Czech market, Energy Regulatory Office (“ERO”) performs a general 

oversight over price levels in accordance with the act number 526/1990 Coll., Act on prices, as amended.

b) Price regulation – gas distribution

The prices for natural gas distribution on Czech gas market are regulated in accordance with the energy 

act and published in an annual price list of the independent regulatory body, the Energy Regulatory 

Office. Year 2009 was the last year of so-called 2nd Regulatory period. During the whole year, intensive 

negotiations took place between the distribution company and Energy Regulatory Office (“ERO”) 

to set conditions and parameters for the next period, the 3rd Regulatory period (2010–2014). These 

negotiations were completed and a new regulatory framework for the next period was approved by the ERO.

The Energy Regulatory Office sets the ultimate level of allowed revenues for the distribution companies 

and it also sets the procedures for calculation of tariffs for the usage of distribution network. The 

methodology of distribution regulation should enable each gas distribution company to cover their 

allowed costs including depreciation and allowed return on assets needed for the provision of licensed 

activities. In case of variance between the allowed and actual generated regulated revenues, the ERO 

applies corrections in future tariffs for gas distribution.
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30 RELATED PARTY TRANSACTIONS AND BALANCEs

The Group is directly controlled by RWE GAS International B.V. The ultimate controlling party 

and parent company is RWE AG.

The Group was involved in the following transactions with related parties: 

2009 
CZK million

2008 
CZK million

Revenue from sale and distribution of natural gas

– Other gas distribution and regional companies 60 -

– Other related companies within RWE group 21 14

Other revenues

– RWE Transgas, a.s. – interest income 4 11

– RWE Transgas, a.s. – realised commodity derivatives 10 6

– RWE Transgas, a.s. – derivatives fair value revaluation 72 -

– Other gas distribution and regional companies - services 13 -

– Other related companies within RWE group – services 26 25

– Other related companies within RWE group – gain from sale of part of a business - 4

– �Other related companies within RWE group – gain from sale of land, 
buildings and equipment and intangible assets

- 6

Total revenues 206 66

Costs related to supply and distribution of natural gas to the Company

– RWE Transgas, a.s. 6,016 6,847

– Other gas distribution and regional companies 137 169

Other expenses

– RWE Transgas, a.s. – services 53 39

– RWE Transgas, a.s. – interest expenses 6 5

– RWE Transgas, a.s. – loss from commodity derivatives 59 3

– RWE Transgas, a.s. – derivatives fair value revaluation 10 81

– Other gas distribution and regional companies – services 53 16

– Other related companies within RWE group – services 563 542

Total costs 6,897 7,702
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The following related party balances were outstanding:

31 December 2009 
CZK million

31 December 2008 
CZK million

Receivables  

– RWE Transgas, a.s. – cash-pooling 771 5

– RWE Transgas, a.s. – commodity derivatives revaluation 5 -

– Other gas distribution and regional companies – services 70 -

– Other related companies within RWE group 3 3

Total receivables 849 8

Liabilities

– RWE Transgas, a.s. 342 444

– RWE Transgas, a.s. – commodity derivatives revaluation 23 81

– Other gas distribution and regional companies – services 6 20

– Other related companies within RWE group 31 28

Total liabilities 402 573

For dividends paid to shareholders in 2009 and 2008 see Note 28.

Remuneration of key members of management and members of statutory bodies:

2009 
CZK million

2008 
CZK million

Wages and current employee benefits 4 3

Social security costs - -

Pension costs – defined contribution plans 1 1

Total 5 4
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31 Subsequent events

No events have occurred subsequent to year-end that would have a material impact on the financial 

statements as at 31 December 2009.

32 Statutory approvals

These consolidated financial statements have been approved for submission to the general meeting 

of shareholders by the Company’s Board of Directors:

3 March 2010

Jindřich Broukal	 Lukáš Roubíček
Chairman of the Board of Directors	 Vicechairman of the Board of Directors
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6.3	 Východočeská plynárenská, a.s. Financial Statements

STATEMENT OF FINANCIAL POSITION

31 December 2009 (CZK thousand)

31 December 2009 31 December 2008 Note

ASSETS

Non-current assets

Property, plant and equipment 43,643 59,758 5

Investment property 86,717 99,553 6

Intangible assets 34 50 7

Investment in subsidiary 2,742,165 2,742,165 8

Deferred tax asset 3,076 18,781 9

Trade and other receivables 12,000 932 10

Total non-current assets 2,887,635 2,921,239

Current assets 

Trade and other receivables 851,349 509,788 10

Derivatives 4,658 - 16

Unbilled gas supplies - 42,509 11

Current income tax asset - 22,990 24

VAT tax receivables 12,647 90,566

Cash and cash equivalents 713,955 38,502 12

1,582,609 704,355

Non-current assets held for sale 13,431 7,194 13

Total current assets 1,596,040 711,549

TOTAL ASSETS 4,483,675 3,632,788

The notes on pages 98 to 141 are an integral part of these separate financial statements.
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STATEMENT OF FINANCIAL POSITION (continued)

31 December 2009 (CZK thousand)

31 December 2009 31 December 2008 Note

EQUITY AND LIABILITIES   

Equity 

Share capital 960,602 960,602 14

Retained earnings and other funds 2,560,380 2,110,222 14

3,520,982 3,070,824

Non-current provisions and liabilities 

Provisions 3,505 2,562

Derivative financial instruments - 29,006 16

Total non-current provisions and liabilities 3,505 31,568

Current provisions and liabilities

Provisions 4,360 793

Trade and other liabilities 351,326 431,765 15

Derivatives 23,130 52,120 16

Advances received for gas supplies 542,765 - 11

Current income tax liability 26,270 - 24

Other tax liabilities 9,435 10,680 17

Other financial liabilities 1,902 35,038 17

Total current provisions and liabilities 959,188 530,396

TOTAL EQUITY AND LIABILITIES 4,438,675 3,632,788  

The notes on pages 98 to 141 are an integral part of these separate financial statements.
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STATEMENT OF COMPREHENSIVE INCOME

Year ended 31 December 2009 (CZK thousand)

2009 2008 Note

Sales 7,870,975 8,308,593 18

Purchased gas and services related to gas supplies (7,449,206) (8,166,069) 19

Other operating income 698,884 461,213 20

Employees benefits (36,355) (23,134) 21

Depreciation and amortization (13,457) (16,646) 5, 6, 7

Other operating expenses (282,340) (300,811) 22

Operating profit 788,501 263,146

Finance income 4,486 11,033 23

Finance costs (6,644) (1,162) 23

Net finance income/costs (2,158) 9,871

Profit before income tax 786,343 273,017

Income tax (44,162) 19,248 24

Profit for the year 742,181 292,265

Other comprehensive income - -

Comprehensive income for the period 742,181 292,265

statement of changes in equity

Year ended 31 December 2009 (CZK thousand)

Share capital 
Retained  
 earnings Other funds Total equity Note

Balance as at 1 January 2008 960,602 1,685,588 585,773 3,231,963

Comprehensive income for the period - 292,265 - 292,265

Dividends paid - (453,404) - (453,404) 25

Balance as at 31 December 2008 960,602 1,524,449 585,773 3,070,824

Comprehensive income for the period - 742,181 - 742,181

Dividends paid - (292,023) - (292,023) 25

Balance as at 31 December 2009 960,602 1,974,607 585,773 3,520,982

The notes on pages 98 to 141 are an integral part of these separate financial statements.
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statement OF CASH FLOWS 

Year ended 31 December 2009 (CZK thousand)

2009 2008 Note

Cash flow from operating activities 

Profit before tax 786,343 273,017

Adjustments for non-cash movements: 

Depreciation, amortisation and impairment of non-financial assets 13,457 16,646 5, 6, 7

Change in provisions and impairment of financial assets 50,577 52,096 10

Gain from disposal of property, plant and equipment 
and intangible assets

(13,004) (4,809) 20

Gain from a sale of a part of a business - (3,781) 20

Net interest income 2,158 (9,871) 23

Change in fair value of derivatives (62,655) 81,126 16

Unpaid income from profit transfer (575,159) (370,439) 10, 29

Cash flow from operating activities before tax 
and changes in working capital

201,717 33,984

Increase in current receivables (73,785)  (149,292) 10

Increase/(decrease) in current liabilities  461,284  (3,536) 15

Cash generated from operating activities 589,216 (118,844)

Interest received 4,486 11,033 23

Interest paid (6,644) (1,162) 23

Income tax pay back/income tax paid  20,803  (38,610) 24

Dividends and profit share received  370,439  334,116

Net cash flow from operating activities 978,300 186,533

Cash flow from investing activities

Purchases of property, plant and equipment and intangible assets (671) (732) 5, 6, 7

Proceeds from disposal of property, plant and equipment 
and intangible assets

22,919 8,941 5, 6, 7

Proceeds from a sale of a part of a business - 34,657 13, 20

Net cash flow from investing activities 22,248 42,866

Cash flow from financial activities 

Dividends paid (291,823) (452,993) 25

Net cash flow from financial activities (291,823) (452,993)

Cash and cash equivalents at the beginning of the year 5,230 228,824

Net increase/decrease in cash equivalents 708,725 (223,594)

Cash and cash equivalents at the end of the year 713,955 5,230 12

The notes on pages 98 to 141 are an integral part of these separate financial statements.
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6.4	 Notes to Separate Financial Statements

31 December 2009

1 General information 

Východočeská plynárenská, a.s. (“the Company”) has been registered in the Commercial Register kept 

with the Regional Court in Hradec Králové, section B, insert 1025. The Company was incorporated 

on 1 January 1994 and has its registered office at Hradec Králové 4, Pražská 702, 500 04. The Company’s 

identification number is 60108789. 

The Company has been traded on the Prague stock exchange since 1995. Act No. 458/2000 Coll. 

as amended, on conditions for undertaking the business and for the execution of state administration 

in the energy sector (the Energy Act) governs rendering of services and related rights and obligations 

except for general legal norms.

The Company’s main business activity is trade with gas. 

RWE AG with its registered seat at Opernplatz 1, Essen, Germany is the ultimate parent and controlling 

party of the Company. Companies controlled directly or indirectly by RWE AG are referred to in these 

financial statements as the “RWE Group”.

As at 31 December 2009, the ownership structure of the Company was as follows:

Company name Share in % 

RWE GAS International B.V. 63.62

RWE Transgas, a.s. 2.95

Subtotal of RWE group share 66.57

SPP Bohemia a.s. 18.89

Slovenský plynárenský priemysel, a.s. 10.00

G.D.F. International 3.21

Other shareholders 1.33

Total 100.00

As at 1 January 2007 the Company separated part of its business in accordance with the European 

Union Directives and the amendment of the Energy Act and contributed part of a business related 

to gas distribution to its subsidiary VČP Net, s.r.o. VČP Net, s.r.o., assumed the role of the distribution 

network provider (see Note 8). The Company carries on trading with natural gas and the subsidiary  

VČP Net, s.r.o. operates the distribution network.
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As at 18 July 2006, the Company concluded an agreement with its subsidiary VČP Net, s.r.o., on profit 

transfer, effective from 1 January 2007. The company VČP Net, s.r.o., is obliged to transfer its profit 

after the obligatory allocation to the statutory reserve and social funds to the Company based on the 

agreement. The Company is obliged to settle losses of the company VČP Net, s.r.o., which cannot 

be settled from the statutory reserve fund or other funds of the company VČP Net, s.r.o.

2 ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out 

below. These policies have been consistently applied to all the years presented, unless otherwise stated.

2.1 Basis of preparation of financial statements

The separate financial statements of the Company have been prepared in accordance with International 

Financial Reporting Standards as adopted by the European Union (“IFRS”) effective as at the end of the 

reporting period.

The Company has prepared these separate financial statements in accordance with Act on Accounting. 

The Company has also prepared consolidated financial statements in accordance with IFRS for the 

Company and its subsidiary (the “Group”). Subsidiaries are those companies in which the Company, 

directly or indirectly, has an interest of more than half of the voting rights or otherwise has power 

to exercise control over the operations. The consolidated financial statements can be obtained at the 

Company’s registered office.

Users of these separate financial statements should read them together with the Group’s consolidated 

financial statements as at 31 December 2009 and for the year ended in order to obtain full information 

on the financial position, results of operations and changes in financial position of the Group as a whole.

The financial statements have been prepared under the historical cost convention, as modified by the 

revaluation of financial instruments at fair value through profit or loss.

Changes in basis of preparation

In year 2009 the Company applied for the first time following new, revised or amended standards:

•	� Amendment to IFRS 7, Financial Instruments: Disclosures (issued in March 2009). The amendment 

requires enhanced disclosures about fair value measurements and liquidity risk. The Company will 

be required to disclose an analysis of financial instruments measured at fair value using a three-level 

measurement hierarchy. The amendment also (a) clarifies that the maturity analysis of liabilities 
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should include issued financial guarantee contracts at the maximum amount of the guarantee 

in the earliest period in which the guarantee could be called; and (b) requires disclosure of remaining 

contractual maturities of financial derivatives if the contractual maturities are essential for 

an understanding of the timing of the cash flows. An entity will further have to disclose a maturity 

analysis of financial assets it holds for managing liquidity risk, if that information is necessary 

to enable users of its financial statements to evaluate the nature and extent of liquidity risk. 

The amendments will not have material impact on the Company’s financial statements;

•	� IAS 1, Presentation of Financial Statements (revised September 2007). The main change in IAS 1 

is the replacement of the income statement by a statement of comprehensive income which will 

also include all non-owner changes in equity, such as the revaluation of available-for-sale financial 

assets. Alternatively, entities will be allowed to present two statements: a separate income statement 

and a statement of other comprehensive income. The revised IAS 1 also introduces a requirement 

to present a statement of financial position (balance sheet) at the beginning of the earliest 

comparative period whenever the entity restates comparatives due to reclassifications, changes 

in accounting policies, or corrections of errors. The revised IAS 1 affects the presentation 

of Company’s financial statements but has no impact on the recognition or measurement of specific 

transactions and balances. The Company did not change any accounting policy retrospectively and 

therefore does not present its statement of financial position as at 1 Januray 2008;

•	� IAS 23, Borrowing Costs (revised March 2007). The revised standard requires an entity to capitalise 

borrowing costs directly attributable to the acquisition, construction or production of a qualifying 

asset (one that takes a substantial period of time to get ready for use or sale) as part of the cost 

of that asset. An entity is, therefore, required to capitalise such borrowing costs as part of the cost 

of the qualifying asset, for which the commencement date for capitalisation is on or after 

1 January 2009. The amendment does not have a material effect on the Company’s financial statements;

•	� IFRS 8, Operating Segments (issued in November 2006). The standard applies to entities whose 

debt or equity instruments are traded in a public market or that file, or are in the process of filing, 

their financial statements with a regulatory organisation for the purpose of issuing any class 

of instruments in a public market. IFRS 8 requires an entity to report financial and descriptive 

information about its operating segments, with segment information presented on a similar basis 

to that used for internal reporting purposes. The application of IFRS 8 does not have any material 

effect for the Company but has an impact on segment disclosure and on the measurement bases 

within segments. The segment results have been changed accordingly and published in the 

consolidated financial statements (see Note 2.2);
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•	� Amendments to IFRIC 9 and IAS 39 − Embedded Derivatives (effective for annual periods ending 

on or after 30 June 2009, endorsed by the EU for annual periods beginning on or after 1 January 2010, 

earlier application is permitted). The amendments clarify that on reclassification of a financial 

asset out of the “at fair value through profit or loss” category, all embedded derivatives have 

to be assessed and, if necessary, separately accounted for. The Company concluded that the 

revised standard does not have any effect on its financial statements;

•	� Improvements to International Financial Reporting Standards (issued in May 2008). The amendments 

consist of a mixture of substantive changes, clarifications, and changes in terminology in various 

standards. The substantive changes relate to the following areas: classification as held for sale under 

IFRS 5 in case of a loss of control over a subsidiary; possibility of presentation of financial instruments 

held for trading as non-current under IAS 1; accounting for sale of IAS 16 assets which were 

previously held for rental and classification of the related cash flows under IAS 7 as cash flows from 

operating activities; clarification of definition of a curtailment of a defined benefit plan under IAS 19; 

accounting for below market interest rate government loans in accordance with IAS 20; making the 

definition of borrowing costs in IAS 23 consistent with the effective interest method; clarification 

of accounting for subsidiaries held for sale under IAS 27 and IFRS 5; reduction in the disclosure 

requirements relating to associates and joint ventures under IAS 28 and IAS 31; enhancement 

of disclosures required by IAS 36; clarification of accounting for advertising costs under IAS 38; 

amending the definition of the fair value through profit or loss category to be consistent with hedge 

accounting under IAS 39; introduction of accounting for investment properties under construction 

in accordance with IAS 40; and reduction in restrictions over manner of determining fair value 

of biological assets under IAS 41. The amendments have no material effect on the financial 

statements of the Company.

Following standards, amendments and interpretations are obligatory for the accounting period 

beginning on 1 January 2009, but are not relevant for the Company:

•	 Amendment IFRS 2, Share-based Payment;

•	 IFRIC 13 - Customer Loyalty Programmes;

•	 IFRIC 15 - Agreements for the Construction of Real Estate;

•	 IFRIC 16 - Hedges of a Net Investment in a Foreign Operation;

•	 Amendment IAS 32 and IAS 1 Puttable Financial Instruments and Obligations Arising on Liquidation;

•	� IFRS 1 and IAS 27 Amendment - Cost of an Investment in a Subsidiary, 

Jointly Controlled Entity or Associate.
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Newly issued standards, amendments and interpretations, which are not yet effective and were not 

early adopted by the Company:

Following standards, amendments and interpretations were issued and are mandatory for the 

Company’s accounting periods beginning on or after 1 January 2010, subject to endorsement by the 

European Union as indicated below:

•	� Eligible Hedged Items − Amendment to IAS 39, Financial Instruments: Recognition and 

Measurement (revised in July 2009, effective with retrospective application for annual periods 

beginning on or after 1 July 2009). The amendment clarifies how the principles that determine 

whether a hedged risk or portion of cash flows is eligible for designation should be applied 

in particular situations. The amendment is not expected to have any impact on the Company’s 

financial statements as the Company does not apply hedge accounting;

•	� IFRS 1, First-time Adoption of International Financial Reporting Standards (following an amendment 

in November 2008, effective from 1 July 2009, endorsed by the EU for annual periods beginning 

on or after 31 December 2009, earlier application is permitted). The revised IFRS 1 retains the 

substance of its previous version but within a changed structure in order to make it easier for the 

reader to understand and to better accommodate future changes. The Company concluded that the 

revised standard does not have any effect on its financial statements;

•	� IAS 27, Consolidated and Separate Financial Statements (revised January 2008; effective from 

1 July 2009). The revised IAS 27 will require an entity to attribute total comprehensive income 

to the owners of the parent and to the non-controlling interests (previously “minority interests”) 

even if this results in the non-controlling interests having a deficit balance (the current standard 

requires the excess losses to be allocated to the owners of the parent in most cases). The revised 

standard specifies that changes in a parent’s ownership interest in a subsidiary that do not result 

in the loss of control must be accounted for as equity transactions. It also specifies how an entity 

should measure any gain or loss arising on the loss of control of a subsidiary. At the date when 

control is lost, any investment retained in the former subsidiary will have to be measured at its fair 

value. The amendment to standard will not have any impact on the Company’s financial statements;
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•	� IFRS 3, Business Combinations (revised January 2008; effective for business combinations for which 

the acquisition date is on or after the beginning of the first annual reporting period beginning 

on or after 1 July 2009). The revised standard continues to apply the acquisition method to business 

combinations, with some significant changes. For example, all payments to purchase a business 

are to be recorded at fair value at the acquisition date, with contingent payments classified as debt 

subsequently re-measured through the profit and loss account. There is a choice on an acquisition-

by-acquisition basis to measure the non-controlling interest in the acquiree at fair value or at the 

non-controlling interest’s proportionate share of the acquiree’s net assets. All acquisition-related 

costs should be expensed. The revised standard is not expected to have a material impact on the 

Company’s financial statements;

•	� IFRIC 17, Distribution of Non-Cash Assets to Owners (effective from 1 July 2009, endorsed by the 

EU for annual periods beginning on or after 31 October 2009, earlier application is permitted). 

The amendment clarifies when and how distribution of non-cash assets as dividends to the owners 

should be recognised. An entity should measure a liability to distribute non-cash assets as a dividend 

to its owners at the fair value of the assets to be distributed. A gain or loss on disposal of the 

distributed non-cash assets will be recognised in profit or loss when the entity settles the dividend 

payable. IFRIC 17 is not relevant to the Company’s operations because it does not distribute 

non-cash assets to owners;

•	� Improvements to International Financial Reporting Standards (issued in April 2009; amendments 

to IFRS 2, IAS 38, IFRIC 9 and IFRIC 16 are effective from 1 July 2009; amendments to IFRS 5, IFRS 8, 

IAS 1, IAS 7, IAS 17, IAS 36 and IAS 39 are effective from 1 January 2010; the improvements have 

not yet been adopted by the EU). The improvements consist of a mixture of substantive changes 

and clarifications in the following standards and interpretations:

	 • �clarification that contributions of businesses in common control transactions and formation 

of joint ventures are not within the scope of IFRS 2; 

	 • �clarification of disclosure requirements set by IFRS 5 and other standards for non-current assets 

(or disposal groups) classified as held for sale or discontinued operations;

	 • �requiring to report a measure of total assets and liabilities for each reportable segment under IFRS 8 

only if such amounts are regularly provided to the chief operating decision maker; 

	 • �amending IAS 1 to allow classification of certain liabilities settled by entity’s own equity 

instruments as non-current;

Content



104 annual report 2009 Východočeská plynárenská

	 • �changing IAS 7 such that only expenditures that result in a recognised asset are eligible for 

classification as investing activities;

	 • �allowing classification of certain long-term land leases as finance leases under IAS 17 even without 

transfer of ownership of the land at the end of the lease; 

	 • �providing additional guidance in IAS 18 for determining whether an entity acts as a principal 

or an agent; 

	 • �clarification in IAS 36 that a cash generating unit shall not be larger than an operating segment 

before aggregation;

	 • �supplementing IAS 38 regarding measurement of fair value of intangible assets acquired 

in a business combination; 

	 • �amending IAS 39 (i) to include in its scope option contracts that could result in business 

combinations, (ii) to clarify the period of reclassifying gains or losses on cash flow hedging 

instruments from equity to profit or loss and (iii) to state that a prepayment option is closely 

related to the host contract if upon exercise the borrower reimburses economic loss of the lender; 

	 • �amending IFRIC 9 to state that embedded derivatives in contracts acquired in common control 

transactions and formation of joint ventures are not within its scope; and 

	 • �removing the restriction in IFRIC 16 that hedging instruments may not be held by the foreign 

operation that itself is being hedged.

The Company does not expect the amendments to have any material effect on its financial statements.

•	� Group Cash-settled Share-based Payment Transactions − Amendments to IFRS 2, Share-based 

Payment (effective from 1 January 2010, not yet adopted by the EU). The amendments provide 

a clear basis to determine the classification of share-based payment awards in both consolidated 

and separate financial statements. The amendments incorporate into the standard the guidance 

in IFRIC 8 and IFRIC 11, which are withdrawn. The amendments expand on the guidance given 

in IFRIC 11 to address plans that were previously not considered in the interpretation. The amendments 

also clarify the defined terms in the Appendix to the standard. The amendments will not have any 

impact to the Company’s financial statements as the Company does not have any 

share-based payments;
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•	� Additional Exemptions for First-time Adopters − Amendments to IFRS 1, First-time Adoption of IFRS 

(effective from 1 January 2010, not yet adopted by the EU). The amendments exempt entities 

using the full cost method from retrospective application of IFRS for oil and gas assets and also 

exempt entities with existing leasing contracts from reassessing the classification of those contracts 

in accordance with IFRIC 4, “Determining Whether an Arrangement Contains a Lease” when the 

application of their national accounting requirements produced the same result. The amendments 

will not have any impact on the Company’s financial statements;

•	� Classification of Rights Issues – Amendment to IAS 32, Financial Instruments: Presentation (revised 

in October 2009, effective from 1 February 2010). The amendment exempts certain rights issues 

of shares with proceeds denominated in foreign currencies from classification as financial derivatives. 

The amendment will not have any impact on the Company’s financial statements;

•	� IAS 24, Related Party Disclosures (amended November 2009, effective from 1 January 2011, not yet 

adopted by the EU). IAS 24 was revised in 2009 by: (a) simplifying the definition of a related party, 

clarifying its intended meaning and eliminating inconsistencies from the definition; and 

(b) providing a partial exemption from the disclosure requirements for government-related entities. 

The Company is currently assessing the impact of the amended standard on disclosures in its 

financial statements;

•	� IFRS 9, Financial Instruments (issued in November 2009, effective for annual periods beginning 

on or after 1 January 2013, with earlier application permitted, not yet adopted by the EU). IFRS 9 

replaces those parts of IAS 39 relating to the classification and measurement of financial assets. 

Key features are as follows:

	 • �financial assets are required to be classified into two measurement categories: those to be measured 

subsequently at fair value, and those to be measured subsequently at amortised cost. The decision 

is to be made at initial recognition. The classification depends on the entity’s business model for 

managing its financial instruments and the contractual cash flow characteristics of the instrument;

	 • �an instrument is subsequently measured at amortised cost only if it is a debt instrument and both 

(i) the objective of the entity’s business model is to hold the asset to collect the contractual cash 

flows, and (ii) the asset’s contractual cash flows represent only payments of principal and interest 

(that is, it has only “basic loan features”). All other debt instruments are to be measured at fair 

value through profit or loss; and
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	 • �all equity instruments are to be measured subsequently at fair value. Equity instruments that 

are held for trading will be measured at fair value through profit or loss. For all other equity 

investments, an irrevocable election can be made at initial recognition, to recognise unrealised 

and realised fair value gains and losses through other comprehensive income rather than profit 

or loss. There is to be no recycling of fair value gains and losses to profit or loss when the asset 

is derecognised. This election may be made on an instrument-by-instrument basis. Dividends are 

to be presented in profit or loss, as long as they represent a return on investment.

The Company is considering the implications of the standard, the impact on its financial statements  

and the timing of its adoption by the Company.

•	� IFRIC 18, Transfers of Assets from Customers (effective from 1 July 2009, endorsed by the EU 

for annual periods beginning on or after 31 October 2009, earlier application is permitted). 

The interpretation clarifies the accounting for transfers of assets from customers, namely, the 

circumstances in which the definition of an asset is met; the recognition of the asset and the 

measurement of its cost on initial recognition; the identification of the separately identifiable 

services (one or more services in exchange for the transferred asset); the recognition of revenue, 

and the accounting for transfers of cash from customers. IFRIC 18 is not expected to have any 

impact on the Company’s financial statements;

•	� IFRIC 19, Extinguishing Financial Liabilities with Equity Instruments (effective from annual periods 

beginning on or after 1 July 2010, not yet adopted by the EU). This IFRIC clarifies the accounting 

when an entity renegotiates the terms of its debt with the result that the liability is extinguished 

through the debtor issuing its own equity instruments to the creditor. A gain or loss is recognised 

in the profit and loss account based on the fair value of the equity instruments compared to the 

carrying amount of the debt. The interpretation will not have any impact on the Company’s 

financial statements;

•	� Amendment to IFRIC 14 − Prepayments of a Minimum Funding Requirement – (effective from 

1 January 2011, not yet adopted by the EU). This amendment will have a limited impact as it applies 

only to companies that are required to make minimum funding contributions to a defined benefit 

pension plan. It removes an unintended consequence of IFRIC 14 related to voluntary pension 

prepayments when there is a minimum funding requirement. The amendment will not have any 

impact on the Company’s financial statements;
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•	� IFRS 1 amendment − limited exemption from comparative IFRS 7 disclosures for first-time adopters 

(The proposed amendment will be effective from 1 July 2010, with early application permitted, not 

yet adopted by the EU). Existing IFRS preparers were granted relief from presenting comparative 

information for the new disclosures required by the March 2009 amendments to IFRS 7 “Financial 

Instruments: Disclosures”. The relief was provided because the amendments to IFRS 7 were issued 

after the comparative periods had ended, and the use of hindsight would have been required. The 

amendment to IFRS 1 provides first-time adopters with the same transition provisions (and thereby 

the same relief) as included in the amendment to IFRS 7 for other companies. The amendment will 

not have any impact on the Company’s financial statements. 

Unless otherwise described above, the new standards and interpretations are not expected 

to significantly affect the Company’s financial statements.

2.2 Segment reporting 

Operating segments are disclosed only in the consolidated financial statement of the group. These 

separate financial statements are not distributed without the consolidated financial statements.

2.3 Foreign currency translation

Items included in the financial statements of the Company are measured using the currency 

of the primary economic environment, in which the entity operates (“the functional currency”). 

The financial statements are presented in Czech Crowns, which is the Company’s functional and 

presentation currency. 

Transactions denominated in a foreign currency are translated and recorded at the rate of exchange 

ruling at the date of transaction. All foreign exchange gains and losses from such transactions and from 

translation of monetary assets and liabilities denominated in foreign currencies using the foreign exchange 

rate ruling at the end of the accounting period are recognised in the statement of comprehensive income.

2.4 Property, plant and equipment 

Property, plant and equipment are stated at acquisition cost less accumulated depreciation and 

accumulated impairment losses, if applicable. Subsequent costs are included in the asset’s carrying 

amount or recognised as a separate asset, as appropriate, only when it is probable that future economic 

benefits associated with the item will flow to the Company and the cost of the item can be measured 

reliably. All other repairs and maintenance are charged to the statement of comprehensive income 

when incurred. 
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Depreciation of property, plant and equipment is calculated using the straight-line method over their 

estimated useful lives. Land is not depreciated. 

The estimated useful lives of assets were set as follows:

Buildings and constructions 25–50 years

Machinery and equipment 3–15 years

Other machinery and office equipment 3–15 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, as at each end 

of the reporting period. If the carrying amount of assets exceeds its estimated recoverable amount, 

a provision for impairment is created (see Note 2.7). 

Gains and losses on liquidation and disposals of assets are determined as difference between proceeds 

and the carrying amount and are charged to the statement of comprehensive income.

2.5 Investment property

Investment property is a property held to earn rentals or held for capital appreciation. Investment 

property consisting mainly from own administrative buildings are not used by the Company. 

The Company measures all of its investment property using the cost model.

In the case that an investment property is partly used in the production or supply of services or goods 

and partly held to earn rentals, the part held to earn rentals is considered an investment property 

if it is separately marketable. If the part of a property held to earn rentals is not separately marketable, 

it is considered an investment property only if a smaller part, i.e. less than 50%, is used for the Company’s 

own production or supply of goods or services. The renting of apartments to its own employees is not 

considered an investment property. Disclosed fair values were calculated using valuation techniques 

that are derived from market rentals of comparable properties in the given region. The Company does 

not have significant contractual liabilities related to investment property with the exception of obligatory 

repair and maintenance. Depreciation is calculated applying the straight-line method based on the 

estimated useful life of the given investment property. 

The estimated useful lives were set as follows:

Buildings and constructions 25–50 years

Rental income is recognised in the statement of comprehensive income evenly over the lease term.
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2.6 Intangible assets

Intangible assets are recorded at cost less accumulated amortization and accumulated losses from 

impairment, if applicable. Intangible assets and subsequent costs are capitalised only if it is probable 

that future economic benefits associated with the item will flow to the Company and the cost of the 

item can be measured reliably. 

Intangible assets have definite useful lives and are amortised applying the straight-line method.

The estimated useful lives of intangible assets were set as follows:

Software 3–5 years

Other intangible assets 5–6 years

If the carrying amount of an intangible asset exceeds its estimated recoverable amount as at the end 

of the reporting period, a provision for impairment is created (see Note 2.7). 

2.7 Impairment of non-financial assets

Property, plant and equipment and other non-financial assets, including intangible assets, are reviewed 

for impairment whenever events or changes in circumstances indicate that the carrying amount may 

not be recoverable. Intangible assets not yet available for use are tested for impairment annually. 

An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its 

recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and 

value in use. For the purpose of assessing impairment, assets are grouped at the lowest levels for which 

there are separately-identifiable cash flows (cash-generating units). 

2.8 Financial assets

The Company classifies its financial assets in the following categories: at fair value through profit or loss, 

and loans and receivables. The classification depends on the purpose for which the financial assets 

were acquired. As at 31 December 2009 and 2008, the Company recognised the following categories 

of financial assets: 

a) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that 

are not quoted in an active market. They arise when the Company provides money, goods or services 

directly to a debtor with no intention of trading with the receivable. They are included in current 

assets, except for maturities greater than 12 months after the end of the reporting period. These are 

classified as non-current assets. Loans and receivables are included in Trade and other receivables in the 

statement of financial position.
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Receivables represented mainly by trade receivables are initially recognised at fair value and are 

subsequently measured using the effective interest method, less a provision for impairment. A provision 

for impairment for receivables is established when there is an objective evidence that the Company will 

not be able to collect all amounts due according to the original terms of receivables. 

The Company creates provisions for impairment for trade receivables that are overdue:

•	 1–2 months in the amount of 30%,

•	 2–3 months in the amount of 40%,

•	 3–6 months in the amount of 50%,

•	 6–12 months in the amount of 70%, and

•	� more than 12 months in the amount of 100% of their carrying amount before considering 

the provision for impairment.

A 100% provision for impairment is created for receivables under bankruptcy proceedings. These rules 

are based on the analysis of receivables’ ageing and the risk of default. The amount of the provision 

for impairment approximates the difference between the receivables’ carrying amount and the present 

value of estimated future cash flows discounted at the original effective interest rate. The Company 

does not create provisions for impairment for receivables due from the RWE Group companies. 

Impairment loss is recognised in the statement of comprehensive income. When a trade receivable 

is uncollectible, it is written-off against the provision for impairment. Subsequently received recoveries 

of amounts previously written-off are credited to the statement of comprehensive income.

b) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss represent financial assets held for trading. A financial 

asset is classified in this category if acquired principally for the purpose of selling in the short-term 

or if it is a derivative.

Financial instruments at fair value through profit and loss are further classified according to degrees 

characterising input information used in estimating the fair value:

•	 Level 1 – quoted prices (unadjusted) in active markets for identical assets or liabilities;

•	 Level 2 – �input data other than quoted prices included in Level 1 that are observable either directly 

(for example, as prices) or indirectly (for example, derived from prices);

•	 Level 3 – input data that are not based on observable market data (unobservable market data).
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c) Investment in subsidiary

Investment in subsidiary is measured at acquisition cost, which includes acquisition price and costs 

related to the acquisition. If the carrying amount of the investment exceeds its estimated recoverable 

amount, a provision for impairment is created (see Note 2.7). 

The Company has an agreement with its on profit transfer. The effect of the agreement is that the 

whole profit after allocation of its predefined portion to the statutory reserve and social funds has 

to be distributed to the Company. Consequently the Company recognises the subsidiary’s profit 

determined for distribution in the period, in which it is generated by the subsidiary.

Derivatives

Derivatives are initially recognised at fair value as at the date when the contract is concluded. 

Derivatives are subsequently measured at fair value. The Company does not use hedge accounting.

All derivatives are classified as Derivates under assets, if their fair value is positive, or under liabilities, 

if their fair value is negative. Changes in fair value are recognised in the statement of comprehensive 

income within Other operating (expenses)/income. The fair value of derivatives is calculated as the 

present value of expected future cash flows from derivatives. The expected cash flows are based 

on current market conditions (commodity prices, foreign exchange rates, interest rates) as at the end 

of the reporting period.

2.9 Non-current assets held-for-sale

Non-current assets (or disposal groups) are classified as assets held-for-sale and stated at the lower 

of their carrying amount and fair value less costs to sell if their carrying amount is to be recovered 

principally through a sale transaction rather than through continuing use. Non-current assets 

held-for-sale are not depreciated.

2.10 Unbilled gas supplies and advances received for gas supplies

The Company offsets the amount of unbilled gas supplies with the total amount of advance payments 

received for gas from individual customers. The net balance is therefore recognised in the statement 

of financial position as a net asset or a net liability (see Note 11). The resulting balance approximates 

to the amount of receivable from and payable to customers. Receivable from customers is a financial 

asset, which will be settled by cash. Payable to customer is a non-financial liability (advance received), 

which will be settled by supply of gas.
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2.11 Cash and cash equivalents 

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term 

highly liquid investments with original maturities of three months or less.

The Company uses cash-pooling within the RWE group. A receivable (liability) that arises from cash-pooling 

is presented in the Statement of cash flows as a part of cash and cash equivalents. If the liability arising 

from cash-pooling represents a form of financing, then it is not presented in the Statement of cash 

flows as a part of cash and cash equivalents.

2.12 Share capital 

Share capital of the Company is represented by ordinary shares. No preference shares were issued. 

The Company does not own any of its own equity instruments.

2.13 Trade and other liabilities

Trade payables and other liabilities are recognised initially at fair value. Subsequently, trade payables 

and other financial liabilities are stated at amortised costs using the effective interest rate method.

2.14 Employee benefits

a) Contributions to the State pension scheme

The Company pays its employees contributions to the State pension system, which is managed on the 

basis of defined benefit scheme. The Company has no other liabilities related to the State pension 

scheme after paying contributions in the amount defined by law. 

b) Pension and life insurance

In accordance with the valid Collective agreement, the Company makes monthly contributions to pension 

and life insurance schemes for its employees. The contributions are paid to an independent entity under 

a defined contribution scheme. The contributions are recognised in the income statement as incurred. 

c) Other obligations

Other benefits (e.g. for paid holidays) are continuously recognised as expenses when incurred.
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2.15 Provisions

Provisions are recognised if the Company has a present legal or constructive obligation as a result of past 

events, and if it is probable that an outflow of resources will be required to settle the obligation, 

and a reliable estimate of the amount can be made. 

Provisions are not recognised for future operating losses.

Provisions are measured at a best estimate of the expenditure required to settle the present obligation 

as at the balance sheet date. If the impact of discounting is significant the provisions are carried at present 

value of future costs. Any subsequent increase in provisions due to time impact is recorded 

as interest expense. 

2.16 Revenue recognition 

Revenue is recognised when the risks and rewards from the ownership have been transferred to the 

buyer or when services that can be reliably measured are rendered and it is probable that the economic 

benefits associated with the transaction will flow to the Company.

Revenues from sales of goods and services are presented net of Value Added Tax and net of discounts 

and are measured at fair value of the consideration received or receivable.

a) Revenues from sale of gas

Revenue from gas supplies is recognised when the commodity is delivered. Revenue from the sale 

of natural gas on the liberalised market, that was fully liberalised effective 1 January 2007 in accordance 

with article 55 of act No. 458/2000 Coll., is measured based on the commodity value reflecting all costs 

for purchase of natural gas including the gross margin that covers costs of gas trade and profit, and 

also other energy services related to gas deliveries to the customer in the required quantity and at the 

required time.

Effective 1 April 2007 the end customers’ price for high-volume customers with annual consumption 

higher than 5 million m3 is calculated using the price formula linked to quotation of reference fuel 

and foreign exchange rates. The price formula mirrors the same arrangement on the side of the 

gas purchase. 
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Other high-volume and middle-volume customers with the consumption over 630 thousand m3 have the 

opportunity to conclude a contract using either the price formula (see above) or fixed price for a pre-set 

period of one month; customers with consumption below 630 thousand m3 have the opportunity 

to conclude a contract with a fixed price for a pre-set period of three months based on the Company’s 

valid price list. Prices for other customers are fixed for a pre-set period of three months in accordance 

with up-to-date price list. The quarterly price reflects corrections arising from the difference between 

planned and actual costs for gas purchases in previous periods.

The final price for gas deliveries and distribution includes energy activities such as distribution, 

transportation and storage. Distribution and transportation prices are regulated by Energy Regulatory 

Office (“ERO”), storage prices are contractual prices. 

Natural gas deliveries to high-volume and middle-volume customers (“VO” and “SO”) are billed 

on a monthly basis based on actual readings of consumption. Natural gas deliveries to low-volume 

customers (“MO”) and households (“DOM”) are billed periodically, based on the reading of consumption 

at each connecting point which is performed at least once in 18 months.

Revenues from MO and DOM categories consist of actually billed revenues and so-called unbilled 

gas revenues (see Note 11).

b) Other income

Other income of the Company is recognised as follows:

•	 Revenues from service level agreements (“SLA”) are recognised when services are provided;

•	 Interest income is recognised on a time-proportion basis using the effective interest rate method;

•	 Profit of the subsidiary is recognised when the right to receive the payment is established.

2.17 Leases

Leases of property, plant and equipment where majority of the risks and profits of ownership have been 

transferred to the Company are classified as finance leases. Finance leases are capitalised at the inception 

of the lease at the lower of the fair value of the leased property or the present value of the minimum lease 

payments. Each lease payment is allocated between the settlement of the liability and finance charges. 

Related lease obligations are included in current or non-current liabilities in the statement of financial 

position. The interest is charged directly to the statement of comprehensive income over the lease period 

so as to achieve a constant rate of interest on the liability. The property, plant and equipment acquired 

via finance leases are recorded in the statement of financial position and depreciated over their estimated 

useful lives.
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Leases in which a significant portion of risks and rewards of ownership are retained by the lessor 

are classified as operating leases. Operating lease installments are charged to the statement  

of comprehensive income on a straight-line basis over the lease term.

2.18 Dividend distribution

Dividend distribution to the Company’s shareholders is recognised as a liability in the moment in which 

the dividends distribution is approved by the General meeting of shareholders.

2.19 Income tax

Income tax for the accounting period consists of current and deferred tax.

Current income tax represents the estimated tax payable for the accounting period calculated by using 

the tax rate and laws enacted or substantially enacted as at the end of the reporting period date and 

valid for the period. 

Deferred tax is recognised on all temporary differences between the carrying amount 

of an asset or liability in the statement of financial position and their tax bases. However the deferred 

income tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction 

other than a business combination. A deferred tax asset is recognised when it is probable that future 

taxable profit will be available against which the temporary differences can be utilised. 

The deferred tax asset and liability are determined using the tax rate expected to be valid in the period, 

in which the tax asset is realised or tax liability is settled, according to tax law enacted or substantially 

enacted as at the end of the reporting period.

3 FINANCIAL RISK MANAGEMENT 

3.1 Credit risks

Credit risk (counterparties credit risk) represents a risk of a counterparty’s inability to fulfil its financial 

obligations against the Company. The Company is subject to two basic categories of credit risk: 

(i) credit risk by virtue of the sale of natural gas to the Company’s customers and (ii) credit risk by virtue 

of management of available resources.
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Management of credit risk arising from the sale of natural gas to the Company’s customers follows the 

internal directive Management of Credit Risk, the wording of which is based on group rules for credit 

risk management within RWE Group. The directive was updated in 2009. Customer target groups, for 

which the risk is evaluated, were newly defined and the calculation was modified in such a manner that 

it factors in a probability of customer’s insolvency. A maximum credit exposure and expected loss 

is assessed for each customer with annual natural gas consumption above 40 GWh or for a customer 

who intends to conclude or has already concluded a contract with the Company containing simultaneously 

a price formula and non-standard payment conditions. The maximum credit exposure and expected loss 

are determined by the Company based on the methodology set in the internal directive. The expected 

loss level depends on the customer’s expected consumption diagram, set payment terms and expected 

natural gas prices. The credit limit is determined using the maximum credit exposure and expected loss 

and by the credit assessment of the customer expressed by a credit rating set by Creditreform, 

an independent rating agency.

Debt collection VO and SO categories is managed by the Company. Customers in VO and SO categories 

are monitored weekly by the sales department representatives on an individual basis. Debt collection 

process for MO and DOM categories is outsourced to a related party based on the Service level 

agreement and might include procedures such as customer disconnection or court proceedings.

The Company participates in cash-pooling project of RWE Transgas, a.s. Under the terms of the cash-pooling 

project the Company deposits all of its available financial funds with RWE Transgas, a.s., either in the 

form of short-term loans maturing within 1 year or in the form of overnight roll-over overdrafts. 

RWE Transgas, a.s. is a related company controlled by RWE AG, the S&P rating of which (A) represents 

an acceptable level of credit exposure. 

Credit quality of financial assets 

The credit quality of financial asset which are neither past due nor impaired is based on credit ratings 

or historic data on individual customer target groups. 
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The credit quality information is as follows:

31 December 2009 
CZK’000

31 December 2008 
CZK’000

Receivables 

– with the Creditreform rating 20,159 -

– without the Creditreform rating 12,636 14,523

– with S&P rating (A) 94,624 13,388

Other receivables 1,423 815

Trade and other receivables 128, 842 28,726

Profit transfer receivable from VCP Net, s.r.o. (rating A) 575,159 370,439

Derivates 4,658 -

Unbilled gas supplies - 42,509

Cash and cash equivalents

– cash-pooling RWE Transgas, a.s. (rating A) 713,884 38,414

– other (without rating) 71 88

Total not past due and not impaired financial assets 1,422,614 480,176

The maximum exposure to credit risk equals the carrying amount of receivables, derivatives with 

positive fair value and cash and cash equivalents, as follows:

31 December 2009 
CZK’000

31 December 2008 
CZK’000

Trade and other receivables (Note 10) 733,139 445,623

Unbilled gas supplies - 42,509

Derivates 4,658 -

Cash and cash equivalents 713,955 38,502

Total 1,451,752 526,634

3.2 Liquidity risk

Liquidity risk represents a risk of insufficient free cash. Continuous management and forecasting of the 

Company’s future cash flows represents the basic tool of liquidity risk management. The Company 

prepares a forecasted cash flow on a daily basis for the next 12 months. The forecast is updated 

on a weekly basis. Based on the forecast the Company must have sufficient volume of liquid instruments 

to finance its activities for the monitored period. The Company participates in a cash-pooling project 

of RWE Transgas, a.s.
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Under the terms of the cash-pooling project the Company concluded a framework loan agreement, 

in accordance with which the Company is entitled to draw short-term borrowings due within one year 

up to the amount of CZK 300,000 thousand, and roll-over overdrafts up to CZK 300,000 thousand. The 

credit limits for short-term credits are updated at least once a year based on the expected Company’s 

cash flows.

The table below shows the financial liabilities of the Company grouped according to their remaining 

contractual maturities as at the balance sheet date. The amounts in the table represent contractual 

undiscounted cash flows, including interest payable where applicable. 

Up to 1 year 
CZK’000 

 1–2 years  
CZK’000 

As at 31 December 2009

Trade and other liabilities 344,361 -

Derivatives 23,326 -

– future inflows (6) -

– future outflows 23,332 -

Other financial liabilities 1,902 -

As at 31 December 2008 

Trade and other liabilities 419,873 -

Derivatives 53,952 30,026

– future inflows (210,076) (50,501)

– future outflows 264,028 80,527

Other financial liabilities 35,038 -

Trade and other payables outstanding as at 31 December 2009 and 2008 are payable within one month.

The Company expects to have the following amounts of cash and cash equivalents:

As at 31 December 2010 CZK 583 million

As at 31 December 2011 CZK 635 million

As at 31 December 2012 CZK 697 million
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3.3 Market risks 

The Company offers to its customers term contracts on gas supplies with fixed price, or contracts on gas 

supplies with the price derived from a price formula with a fixed foreign currency exchange rate. Based 

on these contracts, a customer commits to purchase the contracted amount of natural gas. The Company 

hedges the risks arising from the differences between the commodity purchase prices and the contractual 

prices with customers, derived from the above-mentioned price formulas, by concluding commodity 

derivative contracts – type CIS (commodity index swap) or CCS (commodity currency swap) with 

RWE Transgas, a.s. in accordance with the Framework Agreement. Price agreements with customers 

do not qualify to be recognised as derivatives. CISs and CCS are measured at fair value through profit 

or loss. The purchase price for natural gas is derived from a price formula dependent on market prices 

of oil products (light and heavy fuel oil), black coal, foreign currency exchange rates of CZK, EUR, USD 

and interest rates of CZK and EUR. The price at which the Company sells gas is directly linked to the 

purchase price of gas. By this the Company is hedged against commodity risks.

a) Interest rate risk

All drawings of short-term and roll-over overdrafts lent or borrowed by the Company under the terms 

of RWE Transgas, a.s. cash-pooling as at 31 December 2009 and 2008 have fixed interest rates, which 

are derived from the relevant interbank rate – PRIBOR or PRIBID respectively.

Sensitivity analysis:

As at 31 December 2009, if the interest rate had decreased by 50 basic points with all other variables 

held constant; profit for the year before tax would have been CZK 664 thousand lower; mainly 

as a result of decreased interest income from cash-pooling. Alternatively, as at 31 December 2009, 

if the interest rate had increased by 50 basic points with all other variables held constant; profit for 

the year before tax would have been CZK 651 thousand higher; mainly as a result of increased interest 

income from cash-pooling.

b) Foreign exchange risk 

The Company’s business activities (including purchases and sales of natural gas) are realised in Czech 

Crowns only. As a result of this, the Company’s financial assets and liabilities are not directly exposed 

to foreign exchange risk. 

As at 31 December 2009 and 2008 the Company did not recognise any material assets or liabilities 

denominated in foreign currencies.
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Sensitivity analysis:

Individual foreign exchange rate scenarios were based on the statistical analysis of data. The selected 

foreign exchange scenarios demonstrate the impact on the Company’s financial result assuming that 

only one factor changes and the other variables affecting derivatives fair values remaining constant:

Estimated yearly deviation

Currency pair Decrease Increase

EUR/CZK (5%) 5%

EUR/USD (8%) 9%

Currency pair	I mpact on profit before tax (CZK’000)

EUR/CZK (2,419) 2,546

EUR/USD 7,305 (6,692)

As at 31 December 2009, if the CZK had strengthen by 5% against the EUR; with all other variables 

held constant, profit before tax for the year would have been CZK 2,419 thousand lower as a result 

of lower fair value of derivates. On the contrary, as at 31 December 2009, if the CZK had weakened 

by 5% against EUR with the other variables held constant, the profit before tax for the year would have 

been CZK 2,546 thousand higher, as a result of higher fair value of derivatives.

As at 31 December 2009, if the USD had strengthen by 8% against the EUR; with all other variables 

held constant, profit before tax for the year would have been CZK 7,305 thousand higher as a result 

of higher fair value of derivates. Alternatively, as at 31 December 2009, if the USD had depreciated 

by 9% against the EUR with all other variables held constant; profit for the year would have been 

by CZK 6,692 thousand higher as a result of the increase in the negative fair value of derivatives. 
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c) Commodity risk 

The value of receivables and liabilities arising from the purchase and sale of natural gas recognised 

by the Company as at 31 December 2009 and 2008 is not dependent on further development of oil 

derivatives and coal prices. 

The Company is exposed to commodity risk from natural gas supplies for fixed price (see above this note).

Sensitivity analysis:

Individual commodity scenarios were based on the statistical analysis of commodity prices.  

The scenarios demonstrate the possible impact on the Company’s financial results assuming that only 

one factor changes with the other variables affecting the fair value of derivatives remaining constant: 

Estimated yearly deviation

Commodity Decrease Increase

Gasoil [USD] (26%) 34%

Fuel Oil [USD] (28%) 39%

Hard Coal ICR [USD] (19%) 24%

Hard Coal StaBu [EUR] (18%) 22%

Commodity	I mpact on profit before tax (CZK’000)

Gasoil [USD] (7,061) 9,484

Fuel Oil [USD] (7,291) 10,137

Hard Coal ICR [USD] (239) 297

Hard Coal StaBu [EUR] (855) 1,040

3.4 Capital risk 

The Company does not actively manage capital. The capital is managed at the RWE Group level.

All the equity components are considered to be the capital of the Company. For additional information, 

see Note 14 and the Statement of changes in shareholder equity.
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3.5 Classes of financial assets and liabilities – reconciliation to statement of financial position lines

Assets as at 31 December 2009:

Statement of financial 
position lines/Categories

Financial 
assets - loans 

and receivables
CZK’000

Financial assets 
at fair value 

through profit 
or loss (Level 2) 

CZK’000

Financial  
assets total

CZK’000

Non-financial 
assets

CZK’000
Total

CZK’000

Trade and other receivables 733,139 - 733,139 130,210 863,349

Derivatives - 4,658 4,658 - 4,658

Cash and cash equivalents 713,955 - 713,955 - 713,955

Total 1,447,094 4,658 1,451,752 130,210 1,581,962

Assets as at 31 December 2008:

Statement of financial 
position lines/Categories

Financial 
assets - loans 

and receivables
CZK’000

Financial assets 
at fair value 

through profit 
or loss (Level 2) 

CZK’000

Financial  
assets total

CZK’000

Non-financial 
assets

CZK’000
Total

CZK’000

Trade and other receivables 445,623 - 445,623 65,097 510,720

Receivables from unbilled gas 42,509 - 42,509 - 42,509

Cash and cash equivalents  38,502  -  38,502  -  38,502

Total 526,634  - 526,634 65,097 593,731

No financial assets have been provided as collateral for liabilities.

Liabilities as at 31 December 2009:

Statement of financial 
position lines/Categories

Financial 
liabilities – 
valuated at 

amortized cost 
CZK’000

Financial 
liabilities through 

profit or loss 
(Level 2) 
CZK’000

Financial 
liabilities total 

CZK’000

Non-financial
liabilities 
CZK’000

Total 
CZK’000

Trade and other payables 344,361 - 344,361 6,965 351,326

Advances received 
for gas supplies

- - - 542,765 542,765

Derivatives - 23,130 23,130 - 23,130

Other financial payables 1,902 - 1,902 - 1,902

Total 346,263 23,130 369,393 549,730 919,123
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Liabilities as at 31 December 2008:

Statement of financial 
position lines/Categories

Financial 
liabilities – 
valuated at 

amortized cost 
CZK’000

Financial 
liabilities through 

profit or loss 
(Level 2) 
CZK’000

Financial 
liabilities total 

CZK’000

Non-financial
liabilities 
CZK’000

Total 
CZK’000

Trade and other payables 419,873 - 419,873 11,892 431,765

Derivatives - 81,126 81,126 - 81,126

Other financial payables  35,038 -  35,038 -  35,038

Total 454,911 81,126 536,037 11,892 547,929

3.6 Fair value measurement

Fair values of financial assets and liabilities that are not traded in an active market are determined 

by using valuation techniques based on discounted future cash flow. The expected cash flows are based 

on current market conditions, such as commodity prices, foreign exchange rates, interest rates, etc. 

as at the end of the reporting period. As at the the end of the reporting period, the Company classified 

its financial asstes and liabitlites at fair value through profit or loss under Level 2 of the fair value 

hierarchy (see Note 3.5). 

The carrying amounts of short-term receivables less impairment provision and short-term payables 

approximate their fair values. The fair value of non-current liabilities for disclosure purposes is estimated 

using the method of estimated discounted cash flows based on the current interest market rate 

available to the Company for similar financial instruments.

4 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENT 

The Company makes estimates and assumptions related to the future. The resulting accounting estimates 

will, by definition, seldom equal the related actual results. Estimates and judgments are continuously 

evaluated and are based on historical experience and other factors, including expectations of future 

events that are believed to be reasonable under the circumstances.

4.1 Unbilled supplies of natural gas

The estimates and assumptions that have significant risk of causing material adjustments to the carrying 

amounts of assets and liabilities within the next financial year relate to unbilled supplies of natural gas.

Revenues from gas supplies for MO and DOM categories comprise of revenues, which are invoiced based 

on individual billing cycles at least once every 18 months, and unbilled revenues from sold gas 

for the given period.
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Should the recognised balance of network losses change, the carrying value of unbilled gas supplies 

as at 31 December 2009 would have changed as follows:

Loss in the net (increase)/decrease by

Inaccuracy of estimation 
of loss in the net (1,00%) (0,50%) 0,00% 0,50% 1,00%

Impact on the profit before tax 
(CZK’000)

68,743 34,371 - (34,371) (68,743)

4.2 Recent economic environment

The ongoing global economic recession which commenced in the middle of 2008 has resulted in, among 

other things, a lower level of capital market funding, lower liquidity levels across the banking sector, 

and, at times, higher interbank lending rates and very high volatility in stock markets.

Impact on customers:

Debtors of the Company can be influenced by a lower liquidity situation which could in turn have 

an impact on their ability to repay the amounts owed. Deteriorating operational conditions have 

an impact on the management’s cash flow forecasts and assessment of the impairment of financial 

and non-financial assets.

Fair value of financial assets and liabilities:

Fair values of derivative financial instruments were established by the Company using valuation 

techniques which include the use of recent arm’s length transactions, discounted cash-flows analysis, 

option pricing models and other valuation techniques commonly used by market participants.  

The valuation models conditions represent current market conditions at the measurement date which 

may not be representative of market conditions either before or after the measurement date.

Management of the Company evaluated all the information available and currently does not expect 

the economic recession to have a significant impact on the Company’s business, specifically on the 

Company’s liquidity and funding. Management of the Company believes it is taking all the necessary 

measures to support the sustainability of the Company’s business under the current circumstances.
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5 PROPERTY, PLANT AND EQUIPMENT 

Buildings,  
constructions 

and land  
CZK’000

Machinery and 
equipment 

CZK’000

Other machinery
and office 

equipment 
CZK’000

Tangible fixed 
assets under 
construction 

including 
advances paid 

CZK’000
Total 

CZK’000

Balance 
as at 1 January 2008

Cost 183,370 26,402 314,244 466 524,482

Accumulated depreciation  (56,163) (17,338) (271,428) - (344,929)

Net carrying amount 127,207 9,064 42,816 466  179,553

Year ended 
31 December 2008

Additions 140 - - 592 732

Disposals and transfers (468) (3,204) (328) (552) (4,552)

Depreciation (3,945) (951) (10,163) - (15,059)

Impairment charge (1,363) - - - (1,363)

Transfer to investment 
property

(99,553) - - - (99,553)

Closing net carrying amount 22,018 4,909 32,325 506 59,758

Balance 
as at 31 December 2008

Cost 28,992 18,130 218,217 506 265,845

Accumulated depreciation (6,974) (13,221) (185,892) - (206,087)

Net carrying amount 22,018 4,909 32,325 507 59,758

Year ended 
31 December 2009

Additions 7 - 142 429 578

Disposals and transfers 542 667 (462) - 748

Transfer to non-current assets 
held for sale

- (690) - - (690)

Transfer to investment 
property

- (3,352) (20) - (3,372)

Depreciation (3,442) (515) (9,422) - (13,379)

Closing net carrying amount 19,125 1,019 22,563 936 43,643

Balance 
as at 31 December 2009

Cost 28,395 8,184 168,744 936 206,225

Accumulated depreciation (9,270) (7,165) (146,181) - (162,616)

Net carrying amount 19 125 1,019 22,563 936 43,643
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6 INVESTMENT PROPERTY

31 December 2009 
CZK’000

31 December 2008 
CZK’000

Cost 139,987 153,917

Accumulated depreciation (53,270) (53,001)

Impairment provision - (1,363)

Net carrying amount 86,717 99,553

31 December 2009 
CZK’000

31 December 2008 
CZK’000

Fair value of the investment property 192,092 264,091

Amounts recognized in the statement of comprehensive income
2009 

CZK’000
2008 

CZK’000

– rental income from investment property 15,392 17,299

– direct costs related to the lease 1,750 1,913

Content



127Východočeská plynárenská financial part

7 INTANGIBLE ASSETS

Software 
CZK’000

Other 
CZK’000

Total 
CZK’000

Balance as at 1 January 2008

Cost 108,886 120 109,006

Accumulated amortisation (108,701)  (31) (108,732)

Net carrying amount 185 89 274

Year ended 31 December 2008

Additions - - -

Disposals and transfers 23 (23) - 

Amortisation (208) (16) (224)

Closing net carrying amount - 50 50

Balance as at 31 December 2008

Cost 100,749 97 100,846

Accumulated amortisation (100,749) (47) (100,796)

Net carrying amount - 50 50

Year ended 31 December 2009

Additions - - -

Disposals and transfers - - -

Amortisation - (16) (16)

Closing net carrying amount - 34 34

Balance as at 31 December 2009

Cost 99,154 97 99,251

Accumulated amortisation 99,154 63 99,217

Net carrying amount - 34 34

8 INVESTMENT IN SUBSIDIARY

31 December 2009 
CZK’000

31 December 2008 
CZK’000

Investment in subsidiary 2,742,165 2,742,165

Investment in subsidiaries represents investment in VČP Net, s.r.o., which is a 100% subsidiary of the 

Company incorporated in the Czech Republic. VČP Net, s.r.o., was registered in the Commercial Register 

on 5 June 2006. As at 1 January 2007 the Company contributed part of a business related to gas 

distribution to VČP Net, s.r.o. 
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9 DEFERRED TAX ASSET

Offsetting of deferred income tax assets and liabilities is allowed when there is a legally enforceable right 

to offset current tax assets and current tax liabilities and when the deferred income tax assets and liabilities 

related to income tax are collected by the same tax authority. 

The offset deferred tax assets and liabilities are as follows:

31 December 2009 
CZK’000

31 December 2008 
CZK’000

Deferred tax asset to be recovered after more than 12 months 666 22,809

Deferred tax asset to be recovered within 12 months 7,885 159

Deferred tax liability payable after more than 12 months (5,475) (3,819)

Deferred tax liability payable within 12 months - (368)

 Net deferred tax asset 3,076 18,781

Changes in deferred tax assets and liabilities have the following structure:

Deferred tax 
asset(+)/liability(-)

Non-current 
assets 

CZK’000
Receivables 

CZK’000
Provisions 

CZK’000
Liabilities  

CZK’000
Tax loss 
CZK’000

Total  
CZK’000

Balance 
as at 1 January 2008

(5,214) 3,314  1,761  214 - 75

Impact on the statement 
of comprehensive income

1,028 (205) (1,116) (214) 19,213 18,706

Balance 
as at 31 December 2008

(4,186) 3,109 645 - 19,213  18,781

Impact on the statement 
of comprehensive income

(1,289) 3,947 850 - (19,213) (15,705)

Balance 
as at 31 December 2009

(5,475) 7,056 1,495 - - 3,076

The deferred tax as at 31 December 2009 is calculated at 19% (the rate enacted for 2010 and subsequent 

years). The deffered tax as at 31 December 2008 is calculated at 20% (the rate enacted for 2009) and 19% 

(the rate enacted for 2010 and subsequent years) depending on the period when the temporary differences 

are expected to reverse.
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10 TRADE AND OTHER RECEIVABLES

31 December 2009 
CZK’000

31 December 2008 
CZK’000

Trade receivables from third parties 214,327 174,783

Trade receivables from related parties  94,624  5,364

Total trade receivables 308,951 180,147

Provision for impairment of trade receivables (152,867) (106,800)

Net carrying amount of trade receivables 156,084 73,347

Other receivables - financial 1,896 1,551

Unpaid income from share on profit and other unbilled deliveries  575,159  370,725

Financial trade and other receivables 733,139 445,623

Operating long-term advances paid 12,000 932

Operating short-term advances paid 3,937 3,265

Operating advances paid to related parties  114,273  60,900

Non-financial trade and other receivables 130,210 65,097

Total trade and other receivables  863,349  510,720

Trade receivables outstanding have not been secured. 

Receivables from related parties are analysed in Note 29.

As at 31 December 2009, trade receivables of CZK 10,309 thousand  

(as at 31 December 2008: CZK 39,790 thousand) were past due but not impaired. 

The ageing of these receivables is as follows (net):

31 December 2009 
CZK’000

31 December 2008 
CZK’000

Up to 6 months 10,309 39,790

6 to 12 months - -

Over 1 year - -

Total 10,309 39,790
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The ageing of receivables that are individually determined to be impaired is as follows (net):

31 December 2009 
CZK’000

31 December 2008 
CZK’000

Up to 6 months 11,341 -

6 to 12 months 7,488 6,131

Over 1 year - -

Total  18,829 6,131

Movements on the provision for impairment of trade and other receivables are as follows:

2009 
CZK’000

2008 
CZK’000

Balance as at 1 January 106,800 50,779

Creation of provision for receivables impairment 52,962 62,920

Release of provision for write off of unrecoverable receivables (6,895) (6,899)

Balance as at 31 December 152,867 106,800

The following table analyses income and expenses related to trade and other receivables: 

2009 
CZK’000

2008 
CZK’000

Movement on provision for receivables impairment 46,067 56,021

Income from ceased and previously written off receivables (207) (358)

Write-off of unrecoverable receivables 6,895 6,899

Total net loss from impairment of receivables 52,755 62,562

11 UNBILLED GAS SUPPLIES/ADVANCES RECEIVED

The Company recognised the following amounts of unbilled gas supplies and related advances:

31 December 2009 
CZK’000

31 December 2008 
CZK’000

Unbilled gas supplies 2,403,787 2,832,709

Advance payments received for gas (2,946,552) (2,790,200)

Total (542,765) 42,509
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12 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents stated in the cash flow statement comprise:

31 December 2009 
CZK’000

31 December 2008 
CZK’000

Cash at bank and cash in hand 71 88

Cash equivalents from cash-pooling 713,884 38,414

Cash-pooling overdraft - (33,272)

Total cash and cash equivalents 713,955 5,230

Cash and cash equivalents drawn or lent in a form of borrowings under cash-pooling yield interest rates 

determined for each day and derived from a one-day PRIBOR or PRIBID, determined for each day. 

As at 31 December 2009 the lent roll-over borrowing yields an interest rate of 0.04% 

(as at 31 December 2008: 0.99%) and the drawn roll-over overdraft yields an interest rate of 1.18% 

(as at 31 December 2008: 1.64%).

13 NON-CURRENT ASSETS HELD-FOR-SALE 

In 2009 the management of the Company approved the updated list of assets designated as held-for-sale 

from 2008, as a result of which the following property, plant and equipment have been classified

as non-current asset held-for-sale as at 31 December 2009. The transaction is expected to be finished 

during year 2010. The sale of non-current assets classified as held-for-sale at 31 December 2008 was 

not realized during the year 2009 due to lower liquidity of real estate market.

31 December 2009 
CZK’000

31 December 2008 
CZK’000

Land and buildings 13,341 7,194
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14 SHARE CAPITAL AND OTHER FUNDS 

31 December 2009 
CZK’000

31 December 2008 
CZK’000

Bearer shares 633,996 633,996

Registered shares 326,606 326,606

Total share capital registered in Commercial register 960,602 960,602

Share capital of the Company consists of 960,602 shares fully subscribed and paid. Nominal value 

of one share is CZK 1 thousand. Both categories of bearer and ordinary registered shares hold 

the same rights.

The Company creates the following funds, which are recognised under Retained earnings and other funds:

31 December 2009 
CZK’000

31 December 2008 
CZK’000

Statutory reserve fund 266,425 266,425

Other funds 319,348 319,348

Total funds 585,773 585,773

The statutory reserve fund comprises funds that the Company is required to retain according  

to the Commercial Code. Use of the statutory reserve fund is limited by the legislation and the Statutes  

of the Company and is not available for distribution to the shareholders, but may be used to offset losses. 

Other funds consist of gifts accepted before 2002 (before the acquisition of the Company by the 

RWE Group in May 2002). The Company’s management decided to allocate the gifts in a specific fund, 

the distribution of which will be approved. In accordance with the Company’s statutes, the distribution 

of these funds to the shareholders is subject to the General Meeting approval usually based on the 

proposal submitted by the Board of Directors as approved by the Supervisory Board. 
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15 TRADE AND OTHER LIABILITIES 

31 December 2009 
CZK’000

31 December 2008 
CZK’000

Trade liabilities to third parties 23,987 28,664

Trade liabilities to related parties 320,148 390,708

Trade liabilities total 344,135 419,372

Other liabilities financial 226 501

Financial trade and other liabilities 344,361 419,873

Liabilities to employees 5,965 5,348

Liabilities for social insurance 999 606

Operating short-term advances received 1 31

Operating advances received from related parties - 5,907

Non-financial trade and other liabilities 6,965 11,892

Total trade and other liabilities 351,326 431,765

Liabilities to related parties are disclosed in Note 29.

Trade and other payables have not been secured over any assets of the Company.

16 DERIVATIVES

31 December 2009 31 December 2008

Receivable
CZK’000

Liability 
CZK’000

Receivable
CZK’000

Liability 
CZK’000

Derivative type CIS (commodity index swap) 4,363 23,130 - 81,126

Derivative type CCS (commodity currency swap) 295 - - -

Total 4,658 23,130 - 81,126

As at 31 December 2009 all derivatives are to be realized up to 1 year.

17 OTHER TAX AND FINANCIAL LIABILITIES

Other tax liabilities mainly contain liabilities from ecology taxes levied on gas supplies. 

Other financial liabilities consist mainly of liabilities from unpaid dividends as at 31 December 2009 

(as at 31 December 2008 consisted mainly of liabilities of cash-pooling in the amount 

of CZK 33,272 thousand).
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18 SALES

2009 
CZK’000

2008 
CZK’000

Sale of natural gas 6,563,563 7,130,598

Distribution of natural gas 1,287,198 1,152,584

Revenue from service level agreements 11,457 18,371

Other 8,757 7,040

Total 7,870, 975 8,308,593

Revenue from service level agreements contains revenue from the providing services in the area 

of finance, accounting and controlling services to RWE Energie, a.s. and Severomoravská plynárenská, s.r.o. 

in 2009 and to VČP Net, s.r.o. in 2008.

19 PURCHASED GAS AND SERVICES RELATED TO GAS SUPPLIES 

2009 
CZK’000

2008 
CZK’000

Purchase of natural gas (consumption of inventories) 6,011,153 6,857,531

Raw materials and consumables related to gas supplies 4,117 6,952

Purchased services related to gas supplies 1,433,936 1,301,586

Total 7,449,206 8,166,069

Costs of raw material and consumables related to gas supplies comprise of purchases of gas for own 

consumption and energy consumption.

Costs of purchased services related to gas supplies represent mainly costs of gas distribution and gas 

consumption readings.

20 OTHER OPERATING INCOME 

2009 
CZK’000

2008 
CZK’000

Profit from sale of non-current assets 13,462 5,004

Profit transfer from the subsidiary 575,159 370,439

Write-off of liability to ČPP, s.p. - 50,885

Gain from a sale of a part of a business - 3,781

Realised commodity derivatives 9,966 5,892

Change in fair value of derivates 72,308 -

Other 27,989 25,212

Total 698,884 461,213
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21 EMPLOYEES BENEFITS

2009 
CZK’000

2008 
CZK’000

Wages and current employee benefits 27,632 14,026

Social security costs 2,458 2,564

Pension costs − defined contribution plans 6,265 6,544

Total 36,355 23,134

22 OTHER OPERATING EXPENSES

2009 
CZK’000

2008 
CZK’000

Consumption of raw material 628 526

Costs from service level agreements 147,226 142,735

Impairment of receivables 52,755 62,562

Loss from derivatives 58,853 2,608

Change in fair value of derivatives 9,653 81,126

Other 13,225 11,254

Total 282,340 300,811

Costs from service level agreements contain mainly purchased services from related parties, such 

as IT infrastructure, telecommunications, invoicing, call centrum services and debts collection.

23 FINANCE COSTS AND INCOME

2009 
CZK’000

2008 
CZK’000

Interests income 4,486 11,033

Interest expense (6,644)  (1,162)

Net finance income/expense (2,158)  9,871
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24 INCOME TAX 

The income tax expense (+)/income (-) recognised in the income statement consists of the following:

2009 
CZK’000

2008 
CZK’000

Current income tax 28,457 (542)

Deferred income tax (Note 9) 15,705 (18,706)

Total 44,162 (19,248)

Reconciliation between theoretical tax charge computed from accounted profit before tax multiplied 

by the statutory income tax rate for the year and actual tax charge for the year: 

2009 
CZK’000

2008 
CZK’000

Net profit before taxation 786,343 273,017

Theoretical income tax at 20% (2008: 21%) 157,269 57,334

Profit transfer and other non-taxable income (114,282) (81,001)

Tax non-deductible expense 1,569 5,060

Impact of tax rate change on deferred tax - (3)

Gifts (394) (634)

Tax relieves - (4)

Total income tax charge/(credit) 44,162 (19,248)

25 DIVIDENDS PER SHARE 

In 2009 the Company paid dividends of CZK 292,023 thousand (CZK 304 per share), in 2008: 

CZK 453,404 thousand (CZK 472 per share). 

The dividends were distributed as follows:

2009 
CZK’000

2008 
CZK’000

RWE Gas International B.V. 185,786 288,457

SPP Bohemia a.s. 55,161 85,639

Other shareholders 51,076 79,308

Total 292,023 453,404
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26 CONTINGENT LIABILITIES 

Tax authorities are allowed to inspect accounting books and records at any time within three years 

subsequent to the reported tax year, and consequently may additionally impose income tax and penalties. 

In 2005 tax authorities carried out a full-scope tax audit at the Company for the year 2003. The Company’s 

management is not aware of any circumstances which may in the future give rise to a potential material 

contingent liability in this respect. 

Management of the Company is not aware of any other significant contingent liabilities 

as at 31 December 2009.

27 COMMITMENTS

As at 31 December 2009 and 2008 the Company did not have any contractual capital commitments. 

28 REGULATORY FRAMEWORK

In 2009, the natural gas market is fully liberalised and as a result of this all end customers have a choice 

of their gas supplier. With respect to the dominant position of regional RWE gas companies on the 

Czech market, Energy Regulatory Office performs a general oversight over price levels in accordance 

with the act number 526/1990 Coll., Act on Prices, as amended.
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29 RELATED PARTY TRANSACTIONS AND BALANCES 

The Company is controlled by RWE GAS International B.V. The ultimate controlling party and parent 

company is RWE AG.

The Company was involved in the following transactions with related parties:

2009 
CZK’000

2008 
CZK’000

Subsidiary:

Revenue from sale and distribution of natural gas  

– VČP Net, s.r.o. 139,279 132,142

Other revenues

– VČP Net, s.r.o. – services 685 19,536

– VČP Net, s.r.o. - profit transfer 575,159 370,439

Other related parties controlled by RWE AG:

Revenue from sale and distribution of natural gas

– Other gas distribution and regional companies 59,921 19

– Other related companies within RWE group 18,647 13,890

Other revenues

– RWE Transgas, a.s. – services 522 146

– RWE Transgas, a.s. – interest income 4,485 11,033

– RWE Transgas, a.s. – realised commodity derivatives 9,966 5,892

– RWE Transgas, a.s. – derivatives fair value revaluation 72,013 -

– Other gas distribution and regional companies - services 11,980 -

– Other related companies within RWE group – services 26,324 25,489

– Other related companies within RWE group – gain from sale of part of a business - 3,781

– �Other related companies within RWE group – gain from sale of land, buildings 
and equipment and intangible assets

- 5,775

Total revenues 918,981 588,142
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2009 
CZK’000

2008 
CZK’000

Subsidiary:

Costs related to supply and distribution of natural gas to the Company

– VČP Net, s.r.o. 1,297,739 1,159,486

Other expenses

– VČP Net, s.r.o. 27 -

Other related parties controlled by RWE AG:

Costs related to supply and distribution of natural gas to the Company

– RWE Transgas, a.s. 6,012,988 6,847,061

– Other gas distribution and regional companies 137,039 155,562

Other expenses

– RWE Transgas, a.s. – services 81,304 35,631

– RWE Transgas, a.s. – interest expense 5,479 1,162

– RWE Transgas, a.s. – loss from commodity derivatives 58,852 2,608

– RWE Transgas, a.s. – derivatives fair value revaluation 9,653 81,126

– Other gas distribution and regional companies – services 1,091 (13)

– Other related companies within RWE group – services 87,496 89,204

Total costs 7,691,668 8,371,827

The following related party balances were outstanding:

31 December 2009 
CZK’000

31 December 2008 
CZK’000

Receivables  

Subsidiary:

– VČP Net, s.r.o. 135,541 62,836

– VČP Net, s.r.o. - receivables from profit transfer 575,159 370,439

Other parties controlled by RWE AG:

– RWE Transgas, a.s. 720,221 5,276

– RWE Transgas a.s. - Derivates 4,658

– Other gas distribution and regional companies – services 64,204 119

– Other related companies within RWE group 3,373 3,415

Total receivables 1,503,156 442,085
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31 December 2009 
CZK’000

31 December 2008 
CZK’000

Liabilities

Subsidiary:

- VČP Net, s.r.o. 40,669 6,775

Other parties controlled by RWE AG:

- RWE Transgas, a.s. 270,513 365,753

– RWE Transgas, a.s. – commodity derivatives fair value revaluation 23,130 81,126 

– Other gas distribution and regional companies – services 185 15,299

- Other related companies within RWE group 8,719 8,892

Total liabilities 343,216 477,845

For dividends paid to shareholders in 2009 and 2008 see Note 25.

Remuneration of key members of management and members of statutory bodies:

2009 
CZK’000

2008 
CZK’000

Wages and current employee benefits 4,498 3,391

Social security costs 398 281

Pension costs- defined contribution plans 959 487

Total 5,855 4,159

Content



141Východočeská plynárenská financial part

30 SUBSEQUENT EVENTS

No events have occurred subsequent to year-end that would have a material impact on the financial 

statements as at 31 December 2009.

31 APPROVALS

These financial statements have been approved for submission to the general meeting of shareholders 

by the Company’s Board of Directors:

3 March 2010

Jindřich Broukal	 Lukáš Roubíček
Chairman of the Board of Directors 	 Vice chairman of the Board of Directors
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7	I ndependent Auditor’s Report

7.1	 Auditor’s Report on the Consolidated Financial Statements

INDEPENDENT AUDITOR’S REPORT  

TO THE shareholders OF Východočeská plynárenská, a.s. 

We have audited the accompanying consolidated financial statements of Východočeská plynárenská, a.s.,  

identification number 60108789, with registered office at Pražská 702, Hradec Králové 4 (“the Company”)  

and its subsidiary (together “the Group”), which comprise the consolidated statement of financial 

position as at 31 December 2009, the consolidated statement of comprehensive income, consolidated 

statement of changes in equity and consolidated statement of cash flows for the year then ended and 

notes, including a summary of significant accounting policies (“the consolidated financial statements”).  

Board of Directors’ Responsibility for the Consolidated Financial Statements

The Board of Directors is responsible for the preparation and fair presentation of the consolidated 

financial statements in accordance with International Financial Reporting Standards as adopted 

by the European Union. This responsibility includes: designing, implementing and maintaining internal 

control relevant to the preparation and fair presentation of consolidated financial statements that are 

free from material misstatement, whether due to fraud or error; selecting and applying appropriate 

accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based 

on our audit. We conducted our audit in accordance with the Act on Auditors of the Czech Republic, 

International Standards on Auditing and the related application guidance of the Chamber of Auditors 

of the Czech Republic. Those standards require that we comply with ethical requirements and plan and 

perform the audit to obtain reasonable assurance whether the consolidated financial statements are 

free from material misstatement.

PricewaterhouseCoopers Audit, s.r.o., registered seat Kateřinská 40/466, 120 00 Prague 2, Czech Republic, Identification Number: 
40765521, registered with the Commercial Register kept by the Municipal Court in Prague, Section C, Insert 3637, and in the Register 
of Audit Companies with the Chamber of Auditors of the Czech Republic under Licence No 021.

© 2010 PricewaterhouseCoopers Audit, s.r.o. All rights reserved. "PricewaterhouseCoopers" refers to the Czech firm of 
PricewaterhouseCoopers Audit, s.r.o. or, as the context requires, the network of member firms of PricewaterhouseCoopers International 
Limited, each of which is a separate and independent legal entity.

PricewaterhouseCoopers Audit, s.r.o.
Kateřinská 40/466
120 00 Praha 2
Česká republika
Telefon +420 251 151 111
Fax +420 251 156 111
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Shareholders of Východočeská plynárenská, a.s.  

Independent auditor’s report

Auditor’s Responsibility (continued)

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 

in the consolidated financial statements. The procedures selected depend on the auditor’s judgment, 

including assessment of the risks of material misstatement of the consolidated financial statements, 

whether due to fraud or error. In making those risk assessments, the auditor considers internal 

control relevant to the Group’s preparation and fair presentation of the consolidated financial 

statements 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 Group’s internal control. An audit 

also includes evaluating the appropriateness of the accounting policies used and the reasonableness 

of accounting estimates made by management, as well as evaluating the overall presentation of the 

consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 

our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and fair view of the financial position  

of the Group as at 31 December 2009, its financial performance and its cash flows for the year then  

ended in accordance with International Financial Reporting Standards as adopted by the European Union.

3 March 2010

PricewaterhouseCoopers Audit, s.r.o.
represented by partner

Tomáš Bašta
Statutory Auditor, Licence No. 1966

Note
Our report has been prepared in Czech language and in English. In all matters of interpretation of information, views or opinions,  
the Czech version of our report takes precedence over the English version.
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7.2	� Auditor’s Report on the Consolidated Annual Report and the 
Východočeská plynárenská, a.s. Report on Relations between  
Related Parties

INDEPENDENT AUDITOR’S REPORT  

TO THE SHAREHOLDERS OF VÝCHODOČESKÁ PLYNÁRENSKÁ, A.S.

We have audited the financial statements of Východočeská plynárenská, a.s., identification number 60108789,  

with registered office at Pražská 702, Hradec Králové (“the Company”) for the year ended 31 December 2009  

disclosed in the annual report in Notes 6.3 and 6.4 and issued the opinion dated 3 March 2010 and 

disclosed in Note 7.3. We have also audited the consolidated financial statements of the Company 

for the year ended 31 December 2009 disclosed in Notes 6.1 and 6.2 and issued the opinion dated 

3 March 2010 and disclosed in Note 7.1 (hereinafter collectively referred to as "the financial statements").

Report on the Annual Report

We have verified that the other information included in the annual report of the Company for the year ended  

31 December 2009 is consistent with the financial statements referred to above. The Board of Directors 

is responsible for the accuracy of the annual report. Our responsibility is to express an opinion on the 

consistency of the annual report with the financial statements based on our verification procedures.

Auditor’s Responsibility

We conducted our verification procedures in accordance with the International Standards on Auditing 

and the related application guidance of the Chamber of Auditors of the Czech Republic. Those standards  

require that we plan and perform the verification procedures to obtain reasonable assurance about whether  

the other information included in the annual report which describes matters that are also presented 

in the financial statements is, in all material respects, consistent with the relevant financial statements. 

We believe that the verification procedures performed provide a reasonable basis for our opinion. 

Opinion

In our opinion, the other information included in the annual report of the Company for the year ended 

31 December 2009 is consistent, in all material respects, with the financial statements.

PricewaterhouseCoopers Audit, s.r.o., registered seat Kateřinská 40/466, 120 00 Prague 2, Czech Republic, Identification Number: 
40765521, registered with the Commercial Register kept by the Municipal Court in Prague, Section C, Insert 3637, and in the Register 
of Audit Companies with the Chamber of Auditors of the Czech Republic under Licence No 021.

© 2010 PricewaterhouseCoopers Audit, s.r.o. All rights reserved. "PricewaterhouseCoopers" refers to the Czech firm of 
PricewaterhouseCoopers Audit, s.r.o. or, as the context requires, the network of member firms of PricewaterhouseCoopers International 
Limited, each of which is a separate and independent legal entity.

PricewaterhouseCoopers Audit, s.r.o.
Kateřinská 40/466
120 00 Praha 2
Česká republika
Telefon +420 251 151 111
Fax +420 251 156 111

Content



145Východočeská plynárenská Independent Auditor’s Report

Shareholders of Východočeská plynárenská, a.s.  

Independent auditor’s report

Report on review of the Report on Relations

In addition we have also reviewed the accompanying report on relations between the Company and its  

controlling party and between the Company and the other persons controlled by the same controlling 

party for the year ended 31 December 2009 (the “Report”). The completeness and accuracy of the Report  

is the responsibility of the Board of Directors of the Company. Our responsibility is to review the 

accuracy of information included in the Report. 

Scope of Review

We conducted our review in accordance with the International Standard on Review Engagements 2410 

and related application guidance of the Chamber of Auditors of the Czech Republic for review of the 

report on relations. These standards require that we plan and perform the review to obtain moderate 

assurance as to whether the Report is free of material misstatement. A review is limited primarily 

to inquiries of Company personnel, analytical procedures and examination, on a test basis, of factual 

accuracy of data. A review therefore provides less assurance than an audit. We have not performed 

an audit and, accordingly, we do not express an audit opinion. 

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying  

Report has not been properly prepared, in all material respects, in accordance with the requirements 

of Article 66a of the Commercial Code.

14 April 2010

PricewaterhouseCoopers Audit, s.r.o.
represented by

Tomáš Bašta
Auditor, Licence No. 1966

Note
Our report has been prepared in Czech language and in English. In all matters of interpretation of information, views or opinions,  
the Czech version of our report takes precedence over the English version.
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