Romanian subsidiaries of CEZ working capital adjustments

Romanian subsidiaries of Czech energy company CEZ in a working capital adjustment have
transferred a total of 92 million euros to parent company before the planned divestment of
the subsidiaries at the end of 2019. CEZ said in a statement that the move aims to smooth
the sale of the assets. It is a capital adjustment in four of the CEZ companies in Romania.
This is standard procedure in the case of a divestment process, planned long ago and meant
to make these assets more attractive for potential buyers.
The working capital correction is typically carried before disinvestment to decrease the
price of the assets on sale. The buyers pay only for the physical assets, in this case, the wind
farms – and not for the working capital that it might not need.
The company also said that it plans to continue with the sale process, however the actual
timetable will depend on the situation with the coronavirus pandemic.
Last September, CEZ launched a market test for the sale of its assets in Romania. CEZ aims
to sell all of its seven companies, in line with the new strategy previously approved by the
parent company. CEZ included seven Romanian companies in the market testing (Oltenia
Energy Distribution, Ovidiu Development, Tomis Team, MW Team Invest, CEZ Sale, TMK
Hydroenergy Power and CEZ Romania). Potential investors can express their interest for the
entire group of companies mentioned, as well as individually for any of the companies.
Testing the market interest is made exclusively for CEZ by the investment bank Societe
Generale. In late 2019, CEZ announced that over 30 potential buyers expressed interest in
the purchase of the company’s assets in Romania, adding that it will invite bids from
selected candidates in December. The statement from the company said that after
evaluation of the initial bids, binding offers are expected to be submitted in the second
quarter of 2020, with the transaction expected to be completed in the first half of 2021.
Reportedly, Romanian state-owned electricity producer Hidroelectrica has the best chance
to get the assets it wants, namely the wind farms and the electricity supply business.
Supplier and distributor Electrica is willing to obtain CEZ’s electricity distribution business
in the Oltenia region, but its preliminary financial offer is reportedly below expectations. On
the other hand, German energy company E.ON has reportedly submitted the best bid for the
electricity distribution business.
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