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“Shadow over CO2 market”

At the end of September, the European Court ruled in
favour of appeals from Poland and Estonia, which had  Expued Bars

complained about the lowering of carbon credit
allocations for 2008-12. Y b1l

If the European Commistion failt with its appeal, the total
supply of credits in the ELY would therefore grow by 4.7%.

According to Carbon Warehoute, the international CO2 Ly Datn
allowance: brokerage, thit iz another iuue undemining

the fundamentals of the carbon emitsions market. Meither  Bukit oy ENVE i mi
will the market be supported by the demand side: with the e fam nn
tlump in industrial production, 2009 emmissions are likely i uSniy Nl
o dlﬂp below the cap. oy ity ol i mid

Bapr shrabaline St
The price of carbon credits is unlikely to drop to zero, as it phm o it
did when the market was eversupplied in the first trading  Penieyoh ED
period of 2005-07, because these cument credits can be Bt [IX/HE 1id
uted until 2020. However, if other member states were to T 14
put forward similar issues to Poland, this could heavily
distort the market.
Green power producers (reprecented by Verbund in the hics Pfunnnc
CEE region| are the most positively geared towards high o5, ... oy N
CO2 credit prices. The cost of air pollution is well factored 1) (X privmmcy e
into power prices and therefore boosts the margin: of a1 O et Nk
green producers. This reward for low emissions vanishes if
COZ credits remain at a low level.

(2 price pacfomincs

We believe CEZ alio benefits from high CO2 prices. CEZ

haz all the credits i need: for free until 2012 and will be =™
granted some free credits even after 2012, unlike west 20
European wtilities. CEZ is the most positively leveraged
utility towards CO2 prices in 2012: no power price
hedging to reduce thir sensitivity has been implemented = ™0
yet and CEZ will still be entitled to its full free credit o

allocation. A fall of 10 EURfton in carbon prices from our [P S—— “.ﬂg m
original bullith estimate of 30 EUR/ton would eraze CZK — b ] —CH
12.2 bil from EBITDA (or ~135.5% of our forecast].
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