4. Ekonomika
4.2. Pfiloha ro¢ni Ucetni uzavérky za rok 2004

1. POPIS SPOLECNOSTI
Ceska posta, s.p. (dale jen ,spoletnost’) je statni podnik
100 % vlastnény statem. Spole¢nost byla zalozena
Ministerstvem dopravy a spoji CR1. ledna 1993 se sidlem
vPraze 3, OlSanska 38/9, Ceskarepublika, ICO 47114983,
Hlavnim pfedmétem Cinnosti spoleCnosti je:
a) vykon postovniho provozu na Uzemi Ceské republiky
vrozsahu
- podani, preprava a dodani poStovnich zasilek véetné
elektronické posty a zabezpeceni postovniho a platebniho
styku ve vnitfnim poStovnim styku,
- podani, preprava a dodani poStovnich zasilek véetné
elektronické poSty a poskytovani penéznich sluzeb podle
mezinarodnich dohod vmezinarodnim postovnim styku,
- expresni a kuryrni doprava zasilek se zaruCenou dobou
dodani véetné mezindrodniho postovniho styku,
b) vystavba, provoz a rozvoj jednotne sité posty na tzemi
Ceské republiky a ¢innosti z toho vyplyvajici véetné servisni
¢innosti pro tuzemské a zahraniéni zafizeni podmiriujici nebo
souvisejici s provozem sité posty,
c) vyvoj, dovoz a vyvoz technickych a provoznich prostfedku
posty.
Ceska posta je organizaéné ¢lenéna na generalni feditelstvi a
10 od$tépnych zavodu:
- Generalni feditelstvi, OlSanska 38/9, Praha 3,
- Stfedni Cechy, Politickych véziu 909/4, Praha 1,
- Jizni Cechy, Senovazné nameésti 240, Ceske Budéjovice,
- Zapadni Cechy, Solni 260, Plzen,
- Severni Cechy, Berni 2119, Usti nad Labem,
- lychodni Cechy, Na Hradku 105, Pardubice,
- Jizni Morava, Orli 655, Brno,
- Severni Morava, Postovni 1368, Ostrava,
- Mezinarodni provoz, Plzeriska 290, Praha 5 Kosife,
- Dodavatelské a obchodni sluzby,

Ortenovo namésti 542, Praha 7,
- VAKUS, Wolkerova 480, Vitkov.

V roce 2004 byly provedeny zmény v zapisu do obchodniho
rejstiiku. Usnesenim Méstského soudu v Praze byla v bfeznu
provedena zména zastupce generélniho feditele, ndméstka
pro ekonomiku, vymazem Ing. Oldficha Cernocha, CSc. a
zépisem Ing. Vita Sorma, Ph.D. V mésici dubnu byla
provedena zména zastupce generalniho feditele, zapisem
Ing. Pavia Wenische, néméstka pro obchod. V mésici zafi
2004 byla provedena zména generalniho feditele, vymazem
Ing. Jana Pfibyla a zapisem JUDr. KarlaKratiny.
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4. Ekonomy
4.2. Enclosure to the 2004 Financial Statements

1. Description of the Company

Ceska posta, s.p. (‘the Company’) is a company wholly
owned by the Czech government. The Company was formed
by the Ministry of Transportation and Communications of the
Czech Republic on 1 January 1993. The Company's
registered office is in Prague 3, OlSanska 38/9, Czech
Republic, and its business registration number (ICO) is
47114983.

The Companyis engaged primarilyin:

a) the performance of postal operations in the territory of the
Czech Republic within the following scope

:- posting, transport and delivery of mail, including electronic
mail, and ensuring of postal system and system of payments
in theinternal postal system;

- posting, transport and delivery of mail, including electronic
mail, and providing of money services in accordance with
international agreements applicable to the international postal
system;

- express and courier transport of mail with a guaranteed
delivery within an agreed period of time, including the
international postal system;

b) the construction, operations and development of a
standardized postal network in the territory of the Czech
Republic and related activities, including service provided for
domestic and foreign equipment that is essential or that
relates to the postal network operations;

c) the development, import and export of technical and
operational facilities of the post.

The Company has a headquarters office and 10 branches
located throughout the Czech Republic, as follows:

- Headquarters, Ol$anska 38/9, Prague 3,

- Central Bohemia, Politickych véziii 909/4, Prague 1,

- South Bohemia, Senovazné namésti 240, Ceské
Budgjovice,

- West Bohemia, Solni 260, Plzen,

- North Bohemia, Berni 2119, Usti nad Labem,

- East Bohemia, Na Hradku 105, Pardubice,

- South Moravia, Orli 655, Brno,

- North Moravia, PosStovni 1368, Ostrava,

- International Operations, Plzefiska 290, Prague 5 Kosife,
Supplier and Commercial Services, Ortenovo nameésti 542,
Prague 7,

- VAKUS Computer Center, Wolkerova 480, Vitkov.

In 2004 certain changes were made to the Commercial
Register entry of the Company. Pursuant to the resolution of
the Municipal Courtin Prague, Ing. Oldfich Cernoch, CSc. was
deleted as the Deputy General Director for Finance in March
2004 and replaced by Ing. Vit Sorm, Ph.D. In April 2004, the
Deputy General Director for Trade Ing. Pavel Wenisch was
entered in the Commercial Register. In September 2004, Ing.
Jan Piibyl was deleted as the General Director and replaced by
JUDr. Karel Kratina.
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Generalni feditel:

Zastupce generalniho feditele:
Zastupce generalniho feditele:

Zastupce generélniho feditele:

Zastupce generalniho feditele:

JUDr. Karel Kratina

Ing. Miroslav Spacek
Ing. Toméas Urban, CSc.
Ing. Pavel Wenisch

Ing. Vit Sorm,Ph.D.

General Director:

Deputy General Director:
Deputy General Director:

Deputy General Director:

Karel Kratina
Miroslav Spacek
Tomas Urban, CSc.

Pavel Wenisch

Pfedseda: Ing. Libor Svoboda
Mistopredseda: Karel Koukal

Clen: Ludovit Gulazsi

Clen: Mgr. Pavel Kolaf

Clen: Ing. Vratislav Krouzecky
Clen: Ivana Musilova

Clen: Ing. Vladimir Budinsky
Clen: Ing. Ondfej Felix, CSc
Clen: Ing. Jifi Straberger

2. ZAKL ADNi VYCHODISKA PRO VYPRACOVANI
UCETNi ZAVERKY

PfiloZena Ucetni zavérka byla pfipravena podle zékona o

Udetnictvi a provadéci vyhlagky k nému, podle Ceskych

Ucetnich standardu pro podnikatele ve znéni platném pro
rok 2004 a podle postupd Gctovani pro podnikatele ve znéni

platném pro rok 2003 a 2002.
a) Dopadzmén zakona o icetnictvi

Dopady zmén zékona o U¢etnictvi a postupli G¢tovani od 1. 1.
2002 byly zauctovany do vlastniho kapitalu k 31. 12. 2002. Z
tohoto duvodu nejsou nékteré udaje v ucetni zavérce roku

2003 pIné srovnatelné s udaj ucetni zavérky roku 2002.
b) Srovnatelnostudaji

V souvislosti se zménami zakona o Ucetnictvi a postup
uctovani dochazi ve finanénich vykazech ke zméndm ve

srovnatelnosti nasledujicich tdaji:
Rozvaha

- Dohadné ucty aktivni i pasivni byly od 1. 1. 2003
pievedeny ze skupiny ostatnich aktiv a pasiv do skupiny

kratkodobych a dlouhodobych pohledavek a zavazku.

- Polozkyrozvahy , Ostatni poskytnuté zalohy* se roz-
déluji v roce 2004 na ,Dlouhodobé poskytnuté

zalohy"a Kratkodobé poskytnuté zalohy".

Vzhledem k zasadnim zménam ve struktufe Ucetnich vykazu
v jednotlivych Ucetnich obdobich, byla struktura vykazl roku
2002 preklasifikovana na strukturu platnou v roce 2003 a

2004.

Vykaz zisku a ztrat

- Naklady, resp. vynosy (pInéni pojistoven), souvisejici s
povodnémi v roce 2002, byly v roce 2002 vykazovany podle

druhového ¢lenéni v provoznich nakladech, v roce 2003
jsou vykazany v mimoradnych nékladech a vynosech;

Deputy General Director: Vit Sorm,Ph.D.
Chair: Libor Svoboda
Vice-chair: Karel Koukal
Member: Ludovit Gulazsi
Member: Pavel Kolar
Member: Vratislav Krouzecky
Member: Ivana Musilova
Member: Vladimir Budinsky
Member: Ondfej Felix, CSc
Member: Jiti Straberger

2. BASIS OF PRESENTATION OF THE FINANCIAL
STATEMENTS

The accompanying financial statements were prepared in
accordance with the Czech Act on Accounting and the related
guidelines, the Czech Accounting Standards for
Entrepreneurs as applicable for 2004 and the relevant
accounting procedures for entrepreneurs as applicable for
2003 and 2002.

a) Impact of the Act on Accounting Amendments
Theimpactofamendments to the Acton Accounting and to the
accounting procedures for entrepreneurs as of 1 January
2002 was reflected in equity as at 31 December 2002. For this
reason, certain information in the 2003 financial statements is
not fully comparable with the information in the 2002 financial
statements.

b) Information Comparability

In connection with the amendments to the Act on Accounting
and to the accounting procedures for enfrepreneurs, the
comparability of balances has been affected in the following
areas:

Balance Sheet

- Effective from 1 January 2003 the captions “Gain
confingencies” and “Loss contingencies” were transferred
from “Other assets” and “Other liabilities”, respectively, to
“Short-term and long-term receivables” and “Current and
long-term payables”, respectively

- The balance sheet caption “Other advances
granted” was splitinto “Long-term advances granted” and
Short-term advances granted”.

Due to principal changes in the financial statements structure
in individual accounting periods, the structure of the financial
statements compiled for the year ended 31 December 2002
was reclassified to conform to the structure applicable in 2003
and 2004.



-Tvorbarezerv a opravnych polozek je vroce 2004, 2003
a 2002 uctovana na vrub nakladu, rozpusténi (respektive
zru$eni) opravnych polozek arezerv jzneni od roku 2003
uctovano ve prospéch vynos, ale ve prospéch nakladu.
Tyto zmény jsou vykazovany vramci samostatné polozky
zména stavu rezerv a opravnych polozek.

Od roku 2003 se neuvadéji polozky rozvahy a vykazu
zisku a ztraty vnulové vysi.

3. OBECNE UCETNi ZASADY

ZpUsoby ocenovani, které spoleénost pouzivala pfi sestaveni
ucetni zaverky zarok 2004, 2003 a 2002, jsou nasleduijici:
Dlouhodoby nehmotny majetek

Dlouhodoby nehmotny majetek se ocenuje v pofizovacich
cenach, které obsahuji cenu pofizeni a naklady
Sporizenim souvisejici.

Dlouhodoby nehmotny majetek nad 60 tis. K¢ je odepisovan
do nakladi na zakladé predpokladané doby Zivotnosti
pfislusného majetku podle odpisového planu spolecnosti po
dobu 4let.

Drobny nehmotny majetek do 60 tis. K¢ se ocefuje v
pofizovacich cenach a vroce 2004, 2003 a 2002, se odepisuje
jednorézové do nakladl a dale je veden pouze v operativni
evidenci.

Od roku 2003 se snizuje hranice vstupni ceny pro zafazeni
technického zhodnoceni diouhodobého nehmotného majetku
na 40 tis. KC.

Dlouhodobyhmotny majetek

Dlouhodoby hmotny majetek nad 40 tis. KE (vypoCetni
technika nad 10 tis. K od roku 2002 do roku 2003) v roce
2004, 2003 a 2002 se ocefuje v pofizovacich cenach, které
zahmuji cenu pofizeni, naklady na dopravu, clo a dalSi
naklady s pofizenim souvisejici. Uroky a dal$i finanéni vydaje
souvisejici s pofizenim se zahrnuji do jeho ocenéni. Od 1. 1.
2003 rozhodla Ucetni jednotka nezafazovat do pofizovaci
ceny dlouhodobého hmotného majetku troky z Gvérd.
Dlouhodoby hmotny majetek ziskany bezplatné se oceriuje
reprodukéni pofizovaci cenou a Uctuje se ve prospéch Uctu
ostatnich kapitalovych fondu. Reprodukéni pofizovaci cena
tohoto majetku byla stanovena na zakladé znaleckého
posudku, resp. na zékladé trznich cen srovnatelného majetku
co do opotiebeni a funkénich viastnosti.

Ocenéni diouhodobého hmotného majetku se snizuje pomoci
opravnych polozek a to zeména v pfipadé projektd, u nichz
neni znamo, kdy a zda dojde k jejich realizaci, v pfipadé
zpochybnéni vlastnického prava soudem a v pfipadé
planovaného prodeje pokud pfedpoklddana prodejni cena je
niz8i nez z(statkova hodnota vykézana v ucetnictvi.

Ocenéni dlouhodobého hmotného majetku se snizuje o
dotace ze statniho rozpo¢tu a o vynosy z jeho provozu pred
uvedenim do pouZivani.

Naklady na technické zhodnoceni dlouhodobého hmotného
majetku zvySuji jeho pofizovaci cenu. Bézné opravy a (idrzba
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Income Statement

- Costs or revenues (indemnification from insurance
companies) regarding the 2002 floods were reported in
operating expenses in 2002, while in 2003 they were
reported in extraordinary gains and losses.

-In 2004, 2003 and 2002, reserves and provisions were
charged to income; from 2003, the reversal of provisions
andreservesisnolonger credited toincome, butrather to
expenses. These changes are presented within a
separate caption “Changesin reserves and provisions”.

Startingin 2003, the captionsin the balance sheetand the
income statementhaving zero value are not disclosed.

Explanation Added for Translation into English

These financial statements are presented on the basis of
accounting principles and standards generally acceptedin the
Czech Republic. Certain accounting practices applied by the
Company that conform with generally accepted accounting
principles and standards in the Czech Republic may not
conform with generally accepted accounting principles in
other countries.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accounting policies applied by the Company in preparing
the 2004, 2003 and 2002 financial statements are as follows:
Intangible Fixed Assets

Intangible fixed assets are valued at their acquisition cost and
related expenses.

Intangible fixed assets with a cost exceeding CZK 60
thousand are amortized in accordance with an amortization
schedule over their estimated useful life, which is four years.

In 2004, 2003 and 2002, small intangible items with a cost of
less than CZK 60 thousand are expensed and carried onlyin a
subsidiary ledger.

Starting in 2003, the cost threshold for the inclusion of
technical appreciation of intangible fixed assets has been
reduced to CZK 40 thousand.

Tangible Fixed Assets

In 2004, 2003 and 2002, purchased tangible fixed assets with
a cost exceeding CZK 40 thousand (computers over CZK 10
thousand from 2002 to 2003) are recorded at their acquisition
cost that consists of purchase price, freight, customs duties
and other related costs. Interest and other financial expenses
incurred in the construction of tangible fixed assets are also
capitalized. Effective from 1 January 2003 the Company
decided not to capitalize interest on loans in the acquisition
costoftangible fixed assets.

Tangible fixed assets acquired free of charge are valued at
their replacement cost and are recorded with a corresponding
credit to the Other capital funds account on the date of
acquisition. The replacement cost of these assets is based on
an expert opinion or on market prices of comparable assets in
terms of their wear and tear and performance.



se UCtuji donakladd.

Drobny hmotny majetek do 40 tis. K¢ se v roce 2004, 2003 a
2002 odepisuje jednorazové do nakladi a dale je veden
pouze v operativni evidenci. U vypoCetni techniky byla v
letech 2002 a 2003 tato hranice snizena na 10 fis. K&, v roce
2004 se i tento majetek odepisu je jednorazové do nakladu pfi
mensim objemu pofizeni. V roce 2004 pii obméné vétsiho
mnozstvi vypocCetni techniky (v souvislosti s pfechodem na
novou verzi SAP R3-verze 4.7) byly pofizovaci naklady
¢asove rozliseny na dvé ucetni obdobi, a to ve vysi 50% na
vrub nakladu roku 2004. Zbyvajicich 50% téchto pofizovacich
nakladd bude G¢tovano na vrub nakladd roku 2005.
Odpisovani

Odpisy jsou vypoCteny na zakladé pofizovaci ceny a
predpokladané doby Zivotnosti pfislusného majetku. Od roku
2002 je pfedpokladana zivotnost dlouhodobého hmotného
majetku stanovena takto:

Pocet let
Years

Budovy, haly a stavby Buildings, halls and constructions 20 - 45
Stroje, pfistroje a zafizeni Machinery and equipment 4-15
Dopravni prostredky Vehicles 6-20
Inventér a zafizeni interiéri  Furniture and fixtures 10-20
Manipulacni technika Handling equipment 6-20
Vypocetni technika Computers 3

Finanéni majetek

Kratkodoby finanéni majetek tvofi ceniny, penize v hotovost a
na bankovnich Gc¢tech, cenné papiry k obchodovani, diuzné
cenné papiry se splatnosti do 1 roku drzené do splatnosti a
ostatni realizovatelné cenné papiry.

Dlouhodoby finanéni majetek tvofi zejména majetkové tcast,
realizovatelné cenné papiry a podily a dluzné cenné papiry
drZené do splatnosti.

Cenné papiry k obchodovani jsou cenné papiry drzené za
ucelem provadéni transakci na vefejném trhu s cilem
dosahovat zisk z cenovych rozdili v kratkodobém horizontu,
maximalné v3ak roénim.

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

Cenné papiry a podily realizovatelné jsou cenné papiry a
podily, které nejsou cennym papirem k obchodovani ani
cennym papirem drzenym do splatnosti ani majetkovou
ucasti.

Podily a cenné papiry se od roku 2002 ocefiuji pofizovacimi
cenami, které zahrnuji cenu pofizeni a pfimé naklady s
pofizenim souvisejici, napf. poplatky a provize makléfim a
burzam. U dluznych cennych papir(i se uétuje o Urokovém
vynosu ve vécné a Casové souvislosti a takto rozliSeny
urokovy vynos je soucasti pfislusného uctu cennych papir.
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The Company has adjusted the value of tangible fixed assets
through a provision, particularly in the case of projects the
implementation of which, ifany, is uncertain, ownership title is
challenged by court or the estimated selling price has been
determined lower than the net book value of the respective
asset.

Government subsidies contributed towards the acquisition of
tangible fixed assets as well as revenues generated on the
operation of such assets before they are put in use are
deducted from the cost ofrelated asset.

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

In 2004, 2003 and 2002, small tangible items with a cost of
less than CZK 40 thousand were expensed and carried onlyin
a subsidiary ledger. For computers, this threshold was
reduced to CZK 10 thousand in 2002 and 2003. In 2004,
computers were expensed if acquired in smaller numbers.
Acquisition cost of computers acquired in 2004 in connection
with the transfer to SAP R3 - Release 4.7 is depreciated over
two accounting periods, with 50% of the cost being charged to
income of 2004. The remaining 50% will be charged toincome
in 2005.

Depreciation

Depreciation is calculated based on the acquisition cost and
the estimated useful life of related asset. Since 2002, the
estimated useful lives have been as follows:

Financial Assets

Short-term financial assets consist of liquid valuables, cash in
hand and atbank, held-for-trading securities, held-to-maturity
debtsecurities falling due within one year, and other available-
for-sale securities.

Long-term financial assets consist of ownership interests,
available-for-sale securities and interests, and held-to-
maturity debt securities.

Held-for-trading securities are securities that are held for the
purpose of effecting transactions in the market in order to
generate profit from the price variancesin the short-run which,
however, will notexceed one year.

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

Available-for-sale securities and interests are securities and
interests that are not a held-for-trading security or a held-to-
maturity security or ownership interest.

Starting in 2002, interests and securities are valued at their
acquisition cost, which includes the purchase price and direct
costs related to the acquisition, e.g. fees and commissions
paid to agents and stock exchanges. In respect of debt
securities, interestincome is recorded observing the matching
and accrual principles. Accrued interestincome is included in



K 31.12. 2004, 2003 a 2002 se jednotlivé slozky finanéniho
majetku pfecenuji nize uvedenym zplsobem:

- Cenné papiry k obchodovani realnou hodno-
tou,zména realné hodnoty se Uctuje do nakladd,
resp. vynosd.

- Realizovatelné cenné papiry a podily reélnou
hodnotou, zména reélné hodnoty se UCtuje do
vlastniho kapitalu jako ocefiovaci rozdily z
pfecenéni majetku a zavazkd.

- Majetkové ucasti s rozhodujicim a podstatnym
vlivem se oceriu ji pofizovaci cenou.

- Cenné papiry drZzené do splatnosti se upravuji o
rozdil mez pofizovaci cenou bez kuponu a
jmenovitou hodnotou. Tento rozdil se rozliSuje die
vécné a asove souvislosti donakladi nebo vynosd.

Reélna hodnota predstavuje trzni hodnotu, ktera je vyhlaSena
na tuzemské ¢i zahraniCni burze, pfipadné ocenéni
kvalifikovanym odhadem nebo posudkem znalce, neni-li trzni
hodnotak dispozici.

Pokud dochazi k poklesu Ucetni hodnoty u dlouhodobého
finanéniho majetku, ktery se ke konci rozvahového dne
neprecenuje, rozdil se povazuje za do¢asné snizeni hodnoty
a je zalctovany jako opravna polozka.

Zasoby

Nakupované zasoby jsou ocenény skuteCnymi pofizovacimi
cenami s pouzitim metody vazeného aritmetického priméru,
analytické evidenci sleduje oddélené od nakladl s pofizenim

souvisejicich (nakladyna pfepravu, clo, provize atd.).
Pohledavky

Pohledavky se ocefiuj jmenovitou hodnotou. Ocenéni
pochybnych pohledavek se snizuje pomoci opravnych
polozek, uétovanych na vrub nakladi na jejich realizacni
hodnotu.

Vlastni kapital

Pravni forma spoleénosti je statni podnik. Majetkové
postaveni a fondy podniku se fidi zviatnim zakonem o
statnim podniku (&. 771997 Sb.). Zakladni kapital odpovida
podle tohoto zakona tzv. kmenovému jméni, tedy obchodnimu
majetku podniku, k némuz mé& podnik pravo hospodareni pfi
svém vzniku. Zakladni kapitél spoleCnosti se vykazuje ve vysi
zapsané v obchodnim rejstiiku méstského soudu. Ostatni
kapitalové fondy spoleénost vytvafi v souladu s postupy
Uctovani pro podnikatele podle zakona o Uetnictvi. Pfevody
zakladniho kapitalu do Fondu narodniho majetku, resp.
prevody z restituci, jsou sledovany ve zménach zakladniho
kapitalu.

Dale spolecnost vytvari rezervni fond ze zisku. Pfi zalozeni
spoleCnosti byla zakladatelem stanovena vySe rezervniho
fondu v rozsahu 10 % kmenového jméni. Rezervni fond se
postupné tvofi pfidélem ve vysi 10 % z Cistého zisku rocné.
Povinné vytvafi spoleénost také fond kulturnich a socialnich
potieb. Tvorbaa jehouZiti je upravena zviastnim zakonem.
Cizi zdroje

Spolecnost vytvari zakonné rezervy ve smyslu zakona o
rezervach a rezervy na ztraty a rizika v pfipadech, kdy Ize s
vysokou mirou pravdépodobnosti stanovit titul, vysi a termin
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therelevant securities account.

As at 31 December 2004, 2003 and 2002, the individual
components of financial assets are revalued using the
followingmethod:

- Held-for-trading securities are revalued to fair value;
the change in the fair value is charged or recognized
toincome, as appropriate.

- Available-for-sale securities and interests are
revalued to fair value; the change in the fair value is
recorded in equity through revaluation of assets and
liabilities.

- Ownership interests constituting dominant or
significantinfluence are valued at cost.

- Held-to-maturity securities and interests are
adjusted for the difference between the acquisition
cost without coupon and the nominal value; the
difference is recognized as a revenue or an expense
under accrual accounting.

The fair value is the market value that is published by the
relevant domestic or foreign stock exchange; or, if the market
value is not available from a public market, is a valuation
amount given in a qualified estimate or in a certified expert's
opinion.

If there is a decrease in the carrying value of long-term
financial assets that are not revalued at the balance sheet
date, the difference is considered a temporary diminution in
value andisrecorded as a provision.

Inventory

Purchased inventory s stated at actual costbeing determined
at the lower of weighted average or net realizable value. In
subledger accounts, the cost of purchased inventory is
maintained net of the costs related to acquisition (such as
freight, customs duties, commissions, etc.).

Receivables

Both long- and short-term receivables are carried at their
realizable value after provision for doubtful accounts.
Additions to the provision account are charged toincome.
Equity

The Company's legal form is that of a state enterprise. The
financial position and funds of a state enterprise are governed
by special legislation, the State Enterprise Act (No. 77/1997
Coll.). Under this act, the basic capital of a state enterprise
corresponds to its fundamental basic capital, i.e. to the
business property to which the entity has a fitle upon its
establishment. The basic capital of the Company is stated at
the amount recorded in the Commercial Register maintained
in the Municipal Court. Other capital funds are established in
compliance with Accounting procedures for Entrepreneurs
and Act on Accounting. Transfers of basic capital to the
National Property Fund or fransfers based on restitution
claims are reported ataccountBasic capital movements.

In addition, the Company creates a reserve fund from profit.
Upon the establishment of the Company, the level of its
reserve fund was setby its founder at 10% of the fundamental
basic capital. The reserve fund is allocated 10% of profit after



pInéni pfi dodrZeni vécné a Casové souvislosti.

Dlouhodobé i kratkodobé zavazky se vykazuji v jmenovitych
hodnotach.

Kratkodobé a dlouhodobé uvéry se vykazuji ve jmenovité
hodnoté. Zakratkodoby uvér se povazujei ¢ast dlouhodobych
Uveérd, ktera je splatna do jednohoroku od rozvahového dne.
Finanéni leasing

Spole¢nost U¢tuje o najatém majetku tak, Ze zahrnuje
leasingové splatky do nakladu a aktivuje pfisluSnou hodnotu
najatého majetku v dobé, kdy smlouva o najmu konéi a
uplatiuje se moznost nakupu. Splatky najemného hrazené
predem se Casové rozlisuji.

Devizové operace

Majetek a zavazky vyjadiené v cizi méné se oceriuji v Ceskych
korunach v kurzu platném ke dni uskutecnéni Ucetniho
pfipadu. K rozvahovému dni byly ocenény kurzem
devizového trhu vyhlaSenym k 31. 12. Ceskou narodni
bankou.

Realizované kursové zisky a ztraty se uétuji do vynost nebo
nakladli bézného roku. Nerealizované kursové zisky a ztraty
jsou od roku 2002 rovnéz souéasti vynosl nebo nakladu.
Uétovani naklad(i a vynosii

Vynosy a naklady se Uctuji Casove rozlisené, tj do obdobi, s
nimz vécné i Casové souviseji. Trzby se uétuji v netto vysi, tj
bez souvisejicich dani a slev do obdobi, kdy byl ukonCen
pFevod rizik spojenych s viastnictvim nebo v dobé poskytnuti
sluZeb tfetim osobam.

Spoleénost uétuje na vrub nakladl tvorbu rezerv a opravnych
polozek na kryti vSech rizik, ztrat a znehodnoceni, ktera jsou
ke dni sestaveni ucetni zaverky znama.

Dan z pfijmi

Naklad na dan z pfijmu se po€ita za pomoci platné dafové
sazby z ucetniho zisku zvySeného nebo snizeného
o ftrvale nebo doCasné dariové neuznatelné naklady a
nezdanované vynosy (napf. tvorba a zUctovani ostatnich
rezerv a opravnych polozek, naklady na reprezentaci, rozdil
mezi (c¢etnimi a dafovymi odpisy atd.)

Odlozena dafiova povinnost odrazi danovy dopad
pfechodnych rozdili mezi zistatkovymi cenami aktiv a pasiv z
hlediska U¢etnictvi a stanoveni z&kladu dané z pfijmu.
Rozdily, které vznikly z ddvodu prvého roku Gétovani o
odloZené dani ze vSech pfechodnych rozdilli, jsou zat¢tovany
do viastniho kapitalu.
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taxannually.

In addition, the Company is required to create a cultural and
social fund. The additions to and disposals from the fund are
governed by special legislation.

Reserves and Liabilities

The Company creates legal reserves within the meaning of
the Act on Reserves and reserves for losses and risks if the
related title, amount and timing can be reliably estimated and
the accrual and matching principles are observed.

Long-term liabilities and current liabilities are carried at their
nominal values.

Short-term and long-term loans are recorded at their nominal
values. Any portion of long-term debt, which is due within one
year ofthe balance sheetdate, isregarded as short-term debt.
Financial Leases

The Company records leased assets by expensing the lease
payments and capitalizing the residual value of the leased
assets when the lease contract expires and the purchase
option is exercised. Lease payments paid in advance are
recorded as prepaid expenses and amortized over the lease
term.

Foreign Currency Transactions

Assets and liabilities whose acquisition costs were
denominated in foreign currencies are translated into Czech
crowns at the exchange rate existing as at the transaction
date. On the balance sheet date, they are adjusted to the
foreign currency market rate published by the Czech National
Bank as at31 December.

Realized exchange rate gains and losses were charged or
credited, as appropriate, to income for the year. From 2002
unrealized exchange rate gains and losses are also
recognized or charged, as appropriate, intoincome.
Recognition of Expenses and Revenues

Revenues and expenses are recognized on an accrual basis,
that is, they are recognized in the periods in which the actual
flow of the related goods or services occurs, regardless of
when the related monetary flow arises. Sales are recognized
net of sales taxes and discounts when delivery has taken
place and transfer ofrisks and rewards has been completed or
atthe moment of provision of services to third parties.

The Company recognizes as an expense any additions to
reserves for or provisions against risks, losses or physical
damage thatare known as at the financial statements date.
Income Tax

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

The deferred tax position reflects the net tax effects of
temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the
amounts used for corporate income taxpurposes.

Differences arising from all temporary differences due to the
first year of accounting for deferred tax are recordedin equity.



4. DLOUHODOBY MAJETEK

Dlouhodoby nehmotny majetek (v tis. K¢)
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4. FIXED ASSETS
Intangible Fixed Assets (in CZK thousands)

. . Pocatecni - ‘ Konecny
PORIZOVACI CENA zistatek Prstky Ubytky 2istatek
A begzarllng i Additions Disposals At end of year
Software Software 701415 131568 -18 086 814897
Ocenitelna prava Patents, royalties
and similar rights 100 515 -215 400
Jiny dlouhodoby ) )
nehmotny majetek Other intangible
fixed assets 82292 21749 -291 103 750
Nedokonceny L
dlouhodoby Intangibles in
nehmotny majetek progress 2 457 143 514 -145 971
Zalohy na nedokonceny Advances for
dlouhodoby intangibles 800 4,563 - 5363
nehmotny majetek
Celkem 2004 2004 Total 787 064 301909 -169 926 919 047
Celkem 2003 2003 Total 634 048 315106 -162 090 787 064
Celkem 2002 2002 Total 472 154 334 645 -172 751 634 048
Konecny
) zlstatek zlstatek
At beginning of
year
Software Software -472 126 -112121 11 899 -572 348
Ocenitelna prava Patents, royalties
and similar rights =7 -28 = =33
Jiny dlouhodoby Other intangible
nehmotny majetek fixed assets -5284 -22192 74 -27 402
Celkem 2004 2004 Total -477 417 -134 341 11973 -599 785
Celkem 2003 2003 Total -341 205 -136 509 297 -477 417
Celkem 2002 2002 Total -239178 -102 944 917 -341205
Pofizovaci . . . Zustatkova
c - Opravr;i 1 hodnota
31 : k31.12.
ZUSTATKOVA HO Cost ovisict)n Net book tvalue
31 Ded@lifber e o
ece 31 December
Software Software 814 897 - 572 348 - 242 549
Ocenitelna prava Patents, royalties
Jiny diouhodoby and similar rights 400 -35 - 365
nehmotny majetek Other intangible
Nedokonceny fixed assets 103 750 -27 402 - 76 348
dlouhodoby o
nehmotny majetek Intangibles in
Zalohy na progress )
nedokonceny Advances for
dlouhodoby intangibles :
nehmotny majetek
Celkem 2004 2004 Total 919 047 - 599 785 - 319 262
Celkem 2003 2003 Total 787 064 - 477 417 - 309 647
Celkem 2002 2002 Total 634 048 - 341205 - 292 843

Souhrnna vy3e drobného nehmotného majetku neuvedeného v
rozvaze Cinila v pofizovacich cenach k 31. 12. 2004, 31. 12
2003 a 31. 12. 2002 83 775 tis. K¢, 66 370 tis.K¢ a 46 297 tis. KE.

The total value of small intangible fixed assets which are not
reflected in the accompanying balance sheet was CZK 83,775
thousand, CZK 66,370 thousand and CZK 46,297 thousand at
acquisition cost as at 31 December 2004, 2003 and 2002,

respectively -
47
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b) Dlouhodoby hmotny majetek (v tis. K¢) b) Tangible Fixed Assets (in CZK thousands)
Pocatecni Konecny
zlstatek

PORIZOVACI CENA CosT zistatek

At beginning of Atend of year

Stavby

Stroje, pristroje a
zafizeni

Dopravni prostredky
Inventar

Jiny dlouhodoby
hmotny majetek

Pozemky
Umélecka dila

Nedokonéeny
dlouhodoby hmotny
majetek

Poskytnuté zalohy
na dlouhodoby
hmotny majetek

Celkem 2004
Celkem 2003

Celkem 2002

Constructions

Machinery and
equipment

Vehicles
Furniture and fixtures

Other tangible fixed
assets

Land

Art works and
collections

Tangibles in progress

Advances for tangibles
2004 Total
2003 Total

2002 Total

Nedilnou soucasti ucetni zaveérky je rozvaha a vykaz zisku a ztraty.

year

7256 185

2974 960
1433021
546 261

870671
744787
3280

230 624

110 371

14170 160

13 582 331

12 593 364

Prirdistky Ubytky
Additions Disposals
448 050 -89 537
369 480 - 249 640
229 756 -70572
22129 -11385
7570 -36 152
28162 - 19 860
430 -1
1047 538 -990 319
210636 -291780
2363751 - 1759 246
2073343 -1485515
3233620 -2244 673

The accompanying balance sheet and income statement are an integral part of the financial statements.

OPRAVKY ACCUMULATED AMORTIZATION

Pocatecni zlistatek
At beginning of

Prirastky
Additions

Ubytky
Disposals

7614698

3094 800
1592 205
557 005

842 089
753 089
3709

287 843

29227
14 774 665
14 170 159

13 582 331

Koneény zlstatek
At end of year

Stavby

Stroje, pristroje a
zafizeni

Dopravni prostredky
Inventar

Jiny dlouhodoby hmotny
majetek

Pozemky
Umélecka dila

Nedokonceny
dlouhodoby hmotny
majetek

Poskytnuté zalohy na
dlouhodoby hmotny
majetek

Celkem 2004
Celkem 2003

Celkem 2002

Constructions

Machinery and
equipment

Vehicles
Furniture and fixtures

Other tangible fixed
assets

Land
Art works and collections

Tangibles in progress

Advances for tangibles

2004 Total
2003 Total

2002 Total

year
- 2 425 856

-2174 042
- 982 926
-439 883

-782 595

- 6805 302

- 6242 606

-5768 777

- 220750

- 440 924
-128 874
-18 818

-52 040

- 861406

- 957 319

- 837992

- 27744

229 046
67 147
11011

35951

370 899

394 623

364 163

-2618 862

-2385 920
- 1044 653
- 447 690

-798 684

- 7295809

- 6805 302

- 6 242 606
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Pofizovaci cena Opravky Opravné polozky Zustatkova hodnota
k31.12. k31.12. k 31.12. k31.12.

ZUSTATKOVA HODNOTA MAJETKU  NET BOOK VALUE

Accumulated Provisions Net book value
deprecation as at 31 as at as at
December 31 December 31 December

Cost as at
31 December

Stavby Constructions 7614698 -2618 862 -21218 4974618
Stroje, pristroje a Machinery and 3094 800 -2385920 - 708 880
zafizeni equipment

Dopravni prostredky Vehicles 1592 205 - 1044 653 547 552
Inventar Furniture and fixtures 557 005 - 447690 109 315
Jiny diouhodoby hmotny Other tangible fixed 842 089 798 684 43 405
majetek assets

Pozemky Land 753 089 753 089
Umélecka dila Art works and collections 3709 3709
Nedokonéeny Tangibles in progress 287 843 -7878 279 965
dlouhodoby hmotny

majetek

Poskytnuté zalohy na Advances for tangibles 29 297 29 227
dlouhodoby hmotny

majetek

Celkem 2004 2004 Total 14 774 665 -7 295809 -29 096 7 449 760
Celkem 2003 2003 Total 14 170 159 -6 805 302 - 36 260 7 328 597
Celkem 2002 2002 Total 13582 331 -6 242 606 - 13832 7325893

Souhrnna vySe drobného hmotného majetku neuvedeného
vrozvaze €inila vpofizovacich cenach k 31.12. 2004, 31.12.
2003 a 31.12. 2002, 1 281 231 tis. K¢, 910 626 tis. K& a 901
277 tis. K¢.

Spolec¢nost upravila ocenéni dlouhodobého hmotného
majetku vzhledem k jeho nizSi hodnoté prostfednictvim
opravnych poloZek na vrub nakladu (viz odstavec 7).
Spole¢nost netvorila v roce 2004, 2003 a 2002 zékonné
rezervy na opravy dlouhodobého hmotného majetku
s pfihlédnutim k pravidelnému rozsahu jeho oprav
audrzovani.

V roce 2004, 2003 a 2002, spole¢nost ziskala bezplatné
dlouhodoby hmotny majetek ve vysi 5 415 tis.K¢,193 tis. KC a
23 637 tis. KC. Jedna se o0 majetek a pozemky ziskané
v restituci, pfevedené od spole¢nosti CESKY TELECOM, a.s.
(dokonceni delimitace majetku) a Okresnich Gfadu.

Z dlouhodobého hmotného majetku spoleénosti k 31. 12.
2004, 31.12. 2003 a 31. 12. 2002, se urcité polozky (mélo
vyuzivané rekreacni objekty, nemovitost v Opletalové ulici
vPraze, nevyuZivané pozemky, zruSené posty, sklady, bytové
jednotky, ubytovny apod.) v pofizovaci cené 124 201 fis. K¢,
29 612 tis. K a 74 348 tis. K& s opravkami v hodnoté 42 232
tis. K¢, 14 562 tis. KE a 38 441 tis. K, nepouZivaly
aponechavaji se k prodeji arekonstrukci.

The total value of small tangible fixed assets which are not
reflected in the accompanying balance sheet was CZK
1,281,231 thousand, CZK 910,626 thousand and CZK
901,277 thousand at acquisition cost as at 31 December
2004, 2003 and 2002, respectively.

The Company has adjusted the carrying value of certain
tangible assets for diminution in value through provisions
charged againstincome (see Note 7).

In 2004, 2003 and 2002, the Company did not establish
statutory reserves for repairs of tangible fixed assets, as these
assets are beingrepaired and maintained on aregular basis.

The Company received for no consideration tangible fixed
assets with original cost of CZK 5,415 thousand, CZK 193
thousand and CZK 23,637 thousand in 2004, 2003 and 2002,
respectively. These assets comprise real property including
land acquired in restitution and transferred from CESKY
TELECOM, a.s. (division of national property) or from district
authorities.

Certain tangible fixed assets (scarcely used recreational
facilities, real property located at Opletalova Street, Prague,
unused land, closed down post office, warehouses,
apartments, lodging houses, etc.) were no longer in service or
were being held for sale or refurbishment. These had a cost of
CZK 124,201 thousand, CZK 29,612 thousand and CZK
74,348 thousand and accumulated depreciation of CZK
42,232 thousand, CZK 14,562 thousand and CZK 38,441
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Spolecnost méa v roce 2004, 2003 a 2002 kromé vécného
bfemene pro spole¢nost PCS Praha Center s.r.o. na budové
posty v Jindfisské ulici, Praha 1, na zakladé smlouvy uzaviené
dne 16. dubna 1997 s platnosti do 31. bfezna 2042, dalSich
cca 111 drobnych vécnych bifemen (prévo vedeni kanalizace,
vodovodu, el. a plynové pfipoky, teplovodniho fadu, préva
vstupu, pfistupu, chlze, jizdy, stani sluz automobilu,
pfedkupni pravo a sluzebnost uzivani) pfedev§sim ve
prospéch obecnich a méstskych ufadli, CESKEHO
TELECOMU, a.s. a vyrobcl a distributort energii.

c) Dlouhodoby finanéni majetek (v tis. K¢)
Pfehled o pohybu dlouhodobého finanéniho majetku:

Prehled o pohybu dlouhodobého finanéniho majetku:
Summary of changes in long-term financial investments:

Podilové cenné papiry a Subsidiaries

vklady v podnicich Other long-term

s rozhodujicim vlivem " 17 746
securities and

Ostatni dlouhodobé contributions

cenné papiry a vklady 39797
Jiny dlouhodoby finan¢ni Other long-term

majetek investments

Opravné polozky Provisions -39717
Celkem Total 17 826

thousand as at 31 December 2004, 2003 and 2002,
respectively.In addition to the easement for the benefit of PCS
Praha Center s.r.o. on the post office building at Jindfisska,
Prague 1 created pursuant to a contract entered into on 16
April 1997, which is in force until 31 March 2042, the Company
has another approximately 111 minor easements (rights of
sewage piping, water mains, power and gas piping
connection, hot-water piping, right of entry, access, crossing,
riding, parking of a company car, pre-emptive right and the
right of use) created to the benefit of above all community and
municipal authorities, CESKY TELECOM, a.s. and power
producers and distributors.

c) Long-Term Financial Investments (in CZK
thousands)

Summary of changes in long-term financial investments:

Pytky Precenéni

Disposals

Revaluation

Balance as at
31/12/2004

Balance as at
31/12/2003

- 17746 - - y 17 746
- 39797 - A - 39797
- -39717 - - - -39717
- 17826 - - - 17 826

Ovladané a fizené spolecnosti, u kterych spole¢nost uplatiiuje rozhodujici viiv k 31. 12. 2004, 31. 12. 2003 a 31. 12. 2002 (v tis. Kg):
Subsidiaries as at 31 December 2004, 2003 and 2002 were as follows (in CZK thousands):

Registered office

Ortenovo namésti 542/16, Prague 7 — HoleSovice

Sidlo spole¢nosti

Podil v % Percentage of ownership

Aktiva celkem Total assets

Vlastni kapital Equity

Zakladni kapital a kapit. Basic capital and capital
fondy funds

Fondy ze zisku Funds created from profit

Nerozdgleny zisk minuljch let Retained eamings

Zisk b&Zného roku Profit for the current year

Cena potizeni akciifpodilu Acquisition cost of share / interest

Nominalni hodnota akcie Nominal value of share
Vnitfni hodnota akcii Intrinsic value of shares

Prijaté dividendy Dividends received

Ortenovo namésti 542/16, Praha 7 — HoleSovice

2004 2003 2002
51,03 51,03 51,03
92 853 96 767 97 316
84 963 86 640 79 427
65 264 48 542 34143
6712 4629 3785
11977 23478 23478
1010 9991 18 021
17 746 17 746 17 746
16 903 16 903 16 903
43 357 44212 40532
718 718 934




Finan¢ni informace o této spolecnosti byly ziskany z auditorem
ovérenych Gcetnich zavérek.

Spole¢nost neposkytla k 31. 12. 2004, 31. 12. 2003 ani k 31. 12.
2002 spolecnosti, u které uplatfiuje rozhodujici vliv, zadnou
pujcku ani uver.

Ostatni diouhodobé cenné papiry a vklady tvofi:

a) 233 630 ks akcii spolecnosti IPB, a.s. (nyni IP banka, a.s.), v
celkové nominalni hodnoté 23 363 tis. K¢ a pofizovaci cené 39
717 tis. K&; v roce 2000 spoleénost vytvorila k této ucasti 100 %
opravnou polozku,

b) kapitalova ucast v Asociaci direct marketingovych agentur ve
vySi 80 tis. KC.

Zasoby

Ocenéni nepotfebnych, zastaralych a pomaluobratkovych zasob
se snizuje na prodejni cenu prostrednictvim U¢tu opravnych
polozek, ktery se v pfilozené rozvaze vykazuje ve sloupci
korekce. Opravna polozka byla stanovena vedenim spolecnosti
na zakladé analyzy obratu zasob a pravidelné provadéného
vytiidéni nepotifebnych anadbytecnych zasob (viz odstavec 7).
Pohledavky

Na nesplacené pohledavky, které jsou povazovany za pochybné,
byly v roce 2004, 2003 a 2002, vytvoreny opravné polozky na
zakladé posouzeni jejich stéfi a dobytnosti (vizodstavec 7).

K 31.12. 2004, 31.12. 2003 a 31. 12. 2002 ¢inily pohledavky po
Ihuté splatnosti vice nez 180 dni 91 605 tis. K¢, 94 266 tis. K¢ a
128859 tis. K¢, tj méné jak 1 % rocniho obratu.

Spole¢nost dale z divodu nedobytnosti, zamitnuti konkurzu a
vyrovnani ¢i neuspokojeni pohledavek v konkurznim fizeni
odepsala do nakladl v roce 2004, 2003 a 2002, pohledavky ve
vySi11 254 tis. K¢, 30 643 tis. KEa 34 200 tis. K&.

K 31. 12. 2004, 31. 12. 2003 a 31. 12. 2002 méla spolecnost
dlouhodobé pohledavky ve vySi 10 453 tis. K¢,
12530 tis. K¢ a 8124 tis. KE. Pohled&vky s dobou splatnosti delSi
nez5letbylyk 31.12.2004, 31.12. 2003 a 31. 12. 2002 ve vysi 5
252 tis. K¢, 6 889 tis. K¢ a 5 048 tis. K. Jedna se ve vétsiné
pfipadi o slozené jistiny na odbér pohonnych hmot
prostiednictvim CCS karet.

Pohledavky za spfiznénymi osobami (viz odstavec 21).

Dohadné polozky aktivni a pasivni spolu s mimoradnymi naklady
a vynosy jsou od roku 2002 ovlivnény metodickou zménou
Uctovani nakladd a vynosi mezinarodniho postovniho provozu.
Jednotlivymi poStovnimi spravami dosud nepotvrzené provozni
odpocty o pfichozich a odchozich poStovnich zasilkach byly na
zakladé provoznich statistik zau¢tovany do dohadnych poloZek
aktivnich a pasivnich se souvztaznym zapisem na Uucty
provoznich nakladd a vynosu.

Do mimofadnych nakladu a vynost byly preuctovany naklady a
vynosy tykajici se pfichozich a odchozich mezinarodnich zasilek,
vyménénych pied 1. 1. 2002, s potvrzenymi provoznimi odpocty v
roce 2002.

Zbyvaijici Cast aktivnich dohadnych polozek tvofi pfedpokladané
pinéni od pojistoven, u pasivnich dohadnych polozek
nevyfakturované provozni dodavky sluzeb
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Financial information about this company was obtained from
its standalone audited financial statements.

No loan or credit was granted to the subsidiary as at 31
December 2004, 2003 and 2002.

Otherlong-term securities and contributions were as follows:
a) 233,630 shares of IPB, a.s., (currently IP banka, a.s.) with
the nominal value of CZK 23,363 thousand and with the cost of
CZK 39,717 thousand; this ownership interest was fully
provided forin 2000;

b) an ownership interest in Asociace direct marketingovych
agentur totaling CZK 80 thousand.

Inventory

Excess, obsolete and slow moving inventory has been written
down to its estimated net realizable value by a provision
account. The provision is determined by management based
on the analysis of inventory turnover and based on regular
disposal of obsolete and excessive inventory (see Note 7).
Receivables

Provisions against outstanding receivables that are
considered doubtful were charged to income based on the
aging ofreceivables and their recoverability in 2004, 2003 and
2002, respectively (see Note 7).

Receivables overdue for more than 180 days totaled CZK
91,605 thousand, CZK 94,266 thousand and CZK 128,859
thousand as at 31 December 2004, 2003 and 2002,
respectively, i.e. less than 1% of annual turnover.

In addition, the Company wrote off irrecoverable receivables
of CZK 11,254 thousand, CZK 30,643 thousand and CZK
34,200 thousand in 2004, 2003 and 2002, respectively, due to
cancellation of bankruptcy proceedings, unsatisfying the
claimsin bankruptcy proceedings, etc.

As at 31 December 2004, 2003 and 2002, the Company had
long-term receivables of CZK 10,453 thousand, CZK 12,530
thousand and CZK 8,124 thousand, respectively. Receivables
due after five years amounted to CZK 5,252 thousand, CZK
6,889 thousand and CZK 5,048 thousand as at 31 December
2004, 2003 and 2002, respectively. They relate particularly to
advances for fuelling using the CCS cards.

Receivables from related parties (see Note 21).

Starting in 2002, gain and loss contingencies as well as
extraordinary losses and gains have been affected by the
change in methodology of accounting for expenses and
revenues from international postal operations. Operating
records on incoming and outgoing postal packets so far not
confirmed by individual postal administrations were recorded
as gain or loss contingencies with the corresponding entry to
operating expenses and revenues.Expenses and revenues
relating to incoming and outgoing international postal packets
delivered before 1 January 2002, with confirmed operating
deductions in 2002, were fransferred to extraordinary losses
and gains.

The remaining portion of gain contingencies includes
estimated indemnification from insurance companies, while
loss contingenciesinclude unbilled supplies of services.
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7.OPRAVNE POLOZKY 7. PROVISIONS
Provisions reflect a temporary diminution in the value of
assets (see Notes 4, 5 and 6).

Changes in the provision accounts (in CZK thousands):

Opravné polozky vyjadiuji pfechodné snizeni hodnoty aktiv
(uvedenych v odstavci 4, 5 a 6).
Zmény na uctech opravnych polozek (v fis. KC):

Zmény na uctech opravnych polozek (v tis. KC):
Changes in the provision accounts (in CZK thousands):

Tvorba Zuctovani Tvorba Zuctovani

I opravné opravné AT opravné opravné i

k 31.12.2002 polozky polozky k 31.12.2003 polozky polozky k 31.12. 2004
Opravné Balance as at 31/ " . Balance as at " . Balance as at
polozky k Provisions against 12/ 2002 Additions  Deductions 445/ 503 RERETE  PEILEEIS e
Dlouhodobému
majetku Fixed assets 13832 26 899 -4 471 36 260 369 -7 533 29 096
Zasobam Inventory 2261 3650 - 5911 3000 -3995 4916
Pohledavkam —
zékonné Receivables - legal 62706 -36 7M1 25965 5647 -13643 17 969
Pohledavkam-
ostatni Receivables - other 86 099 60 443 - 52458 94 084 38917 -37 245 95 756

Zakonné opravné polozky se tvofi v souladu se zakonem o
rezervach a jsou danové uznatelné, ostatni opravné polozky jsou
dafové neuznatelné.

8. KRATKODOBY FINANCNi MAJETEK

Hlavnim pen&znim Ustavem spoleénosti je Ceskoslovenska
obchodni banka, a.s., u které ma zaloZeny dvé cash-poollingové
soustavy UCt s dohodnutymi kontokorentnimi ramci, které ji
umoziuji mitzaporny zlistatek.

K 31.12. 2004, 31. 12. 2003 a 31. 12. 2002 nebyl ani u soustavy
svéfenych prostiedku ani u soustavy béznych Géth kontokorentni

Legal provisions are created in compliance with the Act on
Reserves and are tax deductible, other provisions are tax
non-deductible.

8. SHORT-TERM FINANCIAL ASSETS

The Company has two cash-pooling sets of accounts and overdraft
facilities (with agreed credit limits) with Ceskoslovenska Obchodni
Banka, a.s., whichisits main bank.

As at 31 December 2004, 2003 and 2002, the overdraft facility was
notused with any of the sets of accounts (the entrusted funds or the
currentaccounts).

ramec Cerpan.

Kratkodobé cenné papiry a podily k 31. 12. (v tis. K¢):
Short-term securities and interests as at 31 December were as follows (in CZK thousands):

ING Bank N.V. ING Bank N.V. Depozitni sménka Depository note - 301429 182 000
Komeréni banka, a.s.  Komeréni banka, a.s. Depozitni sménka Depository note 10 000 10 000 )
VSeobecna Uvérova  VSeobecna Uvérova .
banka, a.s. banka, a.s. Terminovany vklad Term deposit - 400 000
Ceska spofitelna, a.s.  Ceska spofitelna, a.s.
Sprava aktiv Sprava aktiv Dluhopisové fondy: Bond Funds:
ISCS Trendbond IS S Trendbond 5 7180 -
Espa Fiducia Espa Fiducia - 32 249 B
Dluhopisy: Bonds:
- 17 693 -
OBL 4 % 2/15/08 OBL 4 % 2/15/08
Volkswagen FIN VW Volkswagen FIN VW - 5324 .
CP Invest, a.s. CP Invest, a.s. Fond korporatnich dluhopist Corporate Bond Fund 103 851 99908
Credit Suisse Asset  Credit Suisse Asset Credit Suisse CZK - otevieny ~ Credit Suisse CZK — money
Management a.s. Management a.s. podil. fond penézniho trhu market open-end unit trust 101 233 - -
Celkem Total 215084 473783 582 000



Depozitni sménka Komercni banky, a.s. ve vysi 10 000 tis. K&
slouZi jako zaji$téni bankovni zaruky poskytnuté touto bankou
na zakladé pozadavku Ministerstva financi CR v souvislosti s
prodejem dalniénich zndmek (viz odstavec 18). Depozitni
sménka je sjiednanana obdobi od 18. 3. 2004 do17. 3. 2005.
Spole¢nostk 31. 12. 2003 vlastnila tfi depozitni sménky ING
Bank N.V. v celkové vysi 301 429 tis. K¢, které byly na obdobi
0d 19.12. 2003 do 19. 3. 2004, resp. od 12. 6. 2003 do 11. 6.
2004a0d31.12.2003do 2. 1. 2004.

Ostatni terminované vklady a depozitni sménky mély
splatnost 90 dnu nebo kratsi a jsou uroCeny trzni Grokovou
sazbou.

V roce 2003 byly uzavieny ,Smlouvy o obhospodafovani
cennych papir(“ s Ceskou spofitelnou, a.s. a s CP Investem,
a.s. Na zakladé téchto smluv byly spolecnosti povéreny
spravou predem stanoveného portfolia a zastupovanim
spoleénosti na trhu s cennymi papiry. S Ceskou spofitelnou,
a.s. bylaukoncena spoluprace 22.10. 2004 se ziskem 890 tis.
K& Nominalni hodnota Fondu korporatnich dluhopisti CP
Invest, a.s. je 99 852 tis. K&.

Smlouva o vydavani/odkoupeni podilovych listd byla 2. 6.
2003 uzaviena s Credit Suisse Asset Management investicni
spolecnost a.s. Na zékladé této smlouvy nakoupila dne 16. 6.
2004 Ceska posta, s.p. 99 243 821 kust podilovych listd
otevfeného podilového fondu Credit Suisse CZK. Nominalni
hodnota podilovych listd ke dni pofizeni &ini 100 000 tis. K&.
Spole¢nost nemé v drZeni kratkodobé cenné papiry, jejichz
trzni hodnota je vy$Sinez jejich ocenéni vucetnictvi.

9. CASOVE ROZLISENi AKTIV

Mimoradny narGst nakladli pfistich obdobi je v roce 2004
ovlivnén Casovym rozliSenim nakoupené vypocéetni techniky
po dobu dvou let (Casové rozliSeno fadové 87 mil. K¢).
Zbyvajici relativné fixni Cast ve v8ech letech tvofi nadjemné
placené pfedem, pojiSténi manazer( a rekreacnich objekt,
sluzby nematerialni povahy (odvoz odpadu), nakup
stravenek, ochrannych napojl, podpora SW a uhrady Skoleni.
Tyto naklady jsou uétovany do nakladd obdobi, do kterého
vécné a Casove pfislusi.

PFijmy pristich obdobi pfedstavuji zejména Casoveé rozlisené
vynosy za obstaravatelske sluzby poskytované spolecnosti
Ceskoslovenska obchodni banka, a.s., Penzijni fond Stabilita,
pfevod nevyzvednutych poStovnich poukézek a hotovostni
uhrada za SIPO a jsou uétovany do vynosti obdobi, dokterého
vécné a Casove pfislusi.

10. VLASTNi KAPITAL

Zakladni kapitél spoleénosti odpovida kmenovému jméni
zapsanému v obchodnim rejstfiku. PUvodni vySe kmenového
jméni zapsaného pfi zaloZeni spoleCnosti byla vroce 2003 na
zakladé Zadosti zakladatele (Ministerstvo informatiky)
sniZzena v rozsahu zmén zakladniho kapitalu vykazanych v
ucetnictvik 31.12. 2002.

Zmény zakladniho kapitalu nezapsané v obchodnim rejstfiku
souvisi predevsim s pfevody pozemk( od Pozemkového
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Komercni banka’s depository note totaling CZK 10,000
thousand serves as a security of the bank guarantee provided
by Komeréni banka upon the requirement of the Ministry of
Finance of the Czech Republic in connection with the sale of
highway toll stamps (see Note 18). The depository note was
agreed for the period from 18 March 2004 to 17 March 2005.
As at 31 December 2003 the Company held three depository
notes with ING Bank N.V. totaling CZK 301,429 thousand, for
the period from 19 December 2003 to 19 March 2004, 12 June
2003 to 11 June 2004 and 31 December 2003 to 2 January
2004.

The maturity of other term deposits and depository notes is
90 days or shorter and they bear a market interest rate.

In 2003 the Company signed contracts for securities
management with Ceska sporitelna, a.s. and CP Invest, a.s.
Based on these contracts the companies were entrusted with
the administration of pre-defined portfolio and representation
of the Company on securities market. The collaboration with
Ceska sporitelna, a.s. was terminated on 22 October 2004
with profit of CZK 890 thousand. The nominal value of CP
Invest, a.s.'s Corporate Bond Fundis CZK 99,852 thousand.

A contract on the issue/purchase of participation certificates
was signed with Credit Suisse Asset Management investicni
spolecnosta.s. on 2 June 2003. Based on the contract, Ceska
posta, s.p. purchased 99,243,821 pieces of participation
certificates of Credit Suisse CZK open-end unit trust on 16
June 2004. The nominal value of the participation certificates
was CZK 100,000 thousand as at the acquisition date.

The company holds no short-term securities, the market value
of which exceeds their book value.

9. ACCRUALS AND DEFERRALS

An extraordinary increase in prepaid expenses in 2004 was
due to expenses connected with the purchase of computer
equipment which were deferred for two years (totaling
approximately CZK 87 million). The remaining prepaid
expenses, relatively constant in all periods, relate to prepaid
rent, insurance of managers and recreation facilities, services
of non-material nature (waste disposal), purchase of meal
vouchers, health drinks, SW supportand payment of frainings.
These expenses are charged to income for the year in which
they wereincurred.

Unbilled revenues include, in particular, accrued revenues
from agency services provided to Ceskoslovenska Obchodni
Banka, a.s., Stabilita Pension Fund, transfer of uncollected
postal orders and cash payments in respect of collective
payment of fees (SIPO), and are recognized into income for
the yearin which they were earned.

10. EQUITY

The basic capital of the Company corresponds to its
fundamental basic capital entered in the Commercial
Register. In 2003, upon the founder's request (the Ministry of
Informatics) the fundamental basic capital incorporated in the
Commercial Register was reduced in the scope of the



fondu CR, mést a obci a dokonéenim delimitace majetku s
CESKYM TELECOMEM, a.s.

Ostatni kapitalové fondy jsou tvofeny zejména pridélem ze
zisku nainvestice, popt. pfijatymi dary.

Rezervni fond je postupné tvoien pfidélem ve vysi 10 % roéné
z Cistého zisku. V roce 2001 byl z rozhodnuti zakladatele
rezervni fond snizen o hodnotu akcii IPB, a.s., nabytych za
uplatu (130 790 tis. KC), které byly prevedeny na Fond
narodniho majetku Ceské republiky.

Ostatni fondy ze zisku zobrazuji fond kulturnich a socialnich
potfeb.

Vroce 2004, 2003 a 2002 doslo k nasledujicim zménam
viastniho kapitalu (v tis. K¢):

Zustatek k
31.12. 2002

Balance at
31/12/2002

Zvyseni

Increase

Zakladni kapital

Snizeni

Decrease
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movements in the basic capital reported in the books as at 31
December 2002.

Changes in basic capital not entered in the Commercial
Register particularly relate to the transfers of land from the
Czech Land Fund, cities and municipalites and the
completion of asset delimitation with CESKY TELECOM, a.s.

Other capital funds comprise allocation from profit for
investmentpurposes or received gifts.

The reserve fund is allocated 10% of profit after tax annually.
In 2001, the founder of the Company decided to reduce the
reserve fund by the value of the shares of IPB, a.s., (CZK
130,790 thousand) acquired for consideration, which were
transferred to the National Property Fund.

Other funds created from profitinclude the cultural and social
fund.

The movements in the capital accounts during 2004, 2003
and 2002 were as follows (in CZK thousands):

Zustatek k
31.12. 2003

Balance at
31/12/2003

Zustatek k
31.12. 2004

Balance at
31/12/2004

Zapis zmén
el Zvjseni  Snizeni

Entry of changes
inCR

Increase Decrease

zapsany v OR - 411 Basic capital 3907 077 - -325 378 3581699 - - 3581699
Zmény zakladniho M is in basi
Kapitalu — 419 Ca‘[’)‘;teaﬁ”e” sinbasic 395378 947 -103 325378 844 5415 -1347 4912
Ostatni kapitalové
fondy Other capital funds 3466 098 139 953 - - 3606 051 413700 - 4019751
Zakonny rezervni fond  Legal reserve fund 233973 39248 - - 273 221 69 949 - 343170
Ostatni fondy Other funds 7131 149121 -139713 - 16 539 154 453 - 158 647 12 345
Na zakladé projednani dozori radou spoleénosti a schvaleni The Supervisory Board and the founder of the Company
zakladatelem spolecnosti byl celkovy zisk zarok 2003, 2002 a approved the following profit distribution for 2003, 2002 and
2001 rozdélen takto (v tis. K&): 2001 (in CZK thousands):
Zisk roku 2001 Profit for 2001 578 988
Pfidél do - Allocation to -
rezervniho fondu Legal reserve fund -57 899
FKSP - z&kladni Cultural and social needs fund - basic - 117 362
- doplrikovy - supplementary -1877
- stabilizacni pfispévek na pripojisténi - stabilizing contribution to insurance -7137
kapitalovych fondl capital funds - 337717
Pfevod nerozdéleného zisku Undistributed profits added to retained earnings 56 996
Nerozdéleny zisk k 1. 1. 2002 Retained earnings at 1/ 1/ 2002 96 389
Dopad prvniho roku G¢tovani odlozené dané Impact of first year accounting for deferred tax -129 502
Nerozdéleny zisk k 31. 12. 2002 Retained eamnings at 31/ 12/ 2002 23883
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Zisk roku 2002 Profit for 2002 392 478
Pridél do - Allocation to -

rezervniho fondu legal reserve fund -39 248

FKSP - zakladni Cultural and social needs fund - basic -125708

- dopliikovy - supplementary -16 454

- stabiliza¢ni pfispévek na pfipojisténi - stabilizing contribution to insurance -6959

kapitalovych fondu capital funds - 139 841

Pfevod nerozdéleného zisku Undistributed profits added to retained earnings 64 268

Nerozdéleny zisk k 1. 1. 2003 Retained earnings at 1/ 1/ 2003 23883

Nerozdéleny zisk k 31. 12. 2003 Retained eamnings at 31/ 12/ 2003 88 151

Zisk roku 2003 Profit for 2003 699 491
Pfidél do - Allocation to -

rezervniho fondu Legal reserve fund -69 949

FKSP - z&kladni Cultural and social needs fund - basic -132928

- dopliikovy - supplementary -13768

- stabilizacni pfispévek na pripojisténi - stabilizing contribution to insurance -7757

kapitalovych fondu capital funds -413 657

Pfevod nerozdéleného zisku Undistributed profits added to retained earnings 61432

Nerozdéleny zisk k 1. 1. 2004 Retained eamings at 1/1/2004 88 151

Nerozdéleny zisk k 31. 12. 2004 Retained earnings at 31/12/2004 149 583

11. REZERVY 11. RESERVES

The movements in the reserve accounts were as follows (in CZK
thousands):

Zmény na uctech rezerv (v tis. K¢):

Zustatek k Tvorba rezerv Zuctovani Zustatek k Tvorba Zuctovani Zustatek k
31.12. 2002 rezerv 31.12.2003 rezerv rezerv 31.12.2004
Rezervy Balance at o . Balance at " . Balance at
REEEWES] 31/12/2002 Additions Deductions 31/12/2003 Additions Deductions 31/12/2004
Ostatni
Other 38 223 - 261 - - 261

Ostatni rezervy jsou tvofeny na poplatky k soudnim spordm. Other reserves are established to cover litigation fees.

12. DLOUHODOBE ZAVAZKY

Dlouhodobé zalohy k 31. 12. 2004, 31. 12. 2003 a 31. 12. 2002 ve
vy$i 38 627 tis. K&, 37 518 tis. K& a 35 176 tis. K& byly pfijaty na
bezhotovostni thradu postovného.

13. KRATKODOBE ZAVAZKY

K 31. 12. 2004, 31. 12. 2003 a 31. 12. 2002, méla spolecnost
kratkodobé zavazky po Ih(té splatnosti v ¢astce 1 253 tis. K¢, 3 883
fis. K¢, 1 272 tis. K& (neuhrazené vracené faktury pro formalni
nesrovnalosti).

Zavazky ke spiiznénym osobam (viz odstavec 21).

Dohadné polozky pasivni zahrmuji pfedevsim vliv metodické zmény
Uctovani nakladl a vynost mezinarodniho postovniho provozu
(vizodstavec 6).

12. LONG-TERM LIABILITIES

Long-term advances of CZK 38,627 thousand, CZK 37,518
thousand and CZK 35,176 thousand as at 31 December 2004, 2003
and 2002, respectively, were received for prepaid postage.

13. CURRENT LIABILITIES

As at 31 December 2004, 2003 and 2002, the Company had
overdue current payables totaling CZK 1,253 thousand, CZK 3,883
thousand and CZK 1,272 thousand, respectively (invoices returned
unpaid for formal discrepancies).

Payables to related parties (see Note 21).

Unbilled deliveries have been affected by the change in
methodology of accounting for costs and revenues from
international postal operations (see Note 6).
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14.BANKOVNi UVERY A VYPOMOCI

a)vmeénéKoruna éeska

ING Bank N. V.

V§eobecna Uverova
banka, a.s.

Ceskoslovenska
obchodni banka,
as.

Kontokorentni ucty

ING Bank N. V.

Véeobecna Gverova
banka, a.s.

Ceskoslovenskéa

obchodni banka, a.s.

Overdrafts

Terminy/ Podminky

11/2001 - 11/2004, 6M PRIBOR +
0,1% , bez jigténi

revolvingova 12/2002 — 02/2003
1MPRIBOR +0,185 % p.a., bez
jisténi

2W PRIBOR, I. pasmo - 0,5 %

p.a., Il. pasmo +5 % p.a., 5 dni
v mésici kreditni zUstatek

2W PRIBOR +0,5 % p.a., 1 den

v mésici kreditni zUstatek

17.12.2004-18.1.2005 2,73% p.a.
bez jisténi

Komeréni banka
as.

Komeréni banka a.s.
Celkem Total

Splétka v bézném
roce

Less current portion

Splatky v dalsich Net

letech

Néaklady na U0roky vztahujici se k bankovnim 0vérim a
kontokorentnim uétim za rok 2004, 2003 a 2002, ¢inily 2 840 tis.K¢,
7822 tis. KEa 12180 tis. K&, z toho bylo 0 K¢, 0 KE a 4 342 tis. K&

zahrnuto do pofizovaci ceny majetku.

Z4dna ze smluv o Gvéru neobsahuje zviastni podminky, které musi

14.BANKLOANS AND BORROWINGS
a)inCZK

2004
Castka v
tis K&
Amount in
(0744
thousands

2003
Céstka v tis.K&

2002

Celkovy limit Castka v tis. K&

v tis. K&

Total limit in
ZK thousands

Terms/Conditions .
Amount in CZK

thousands

Amount in CZK
thousands

11/2001 - 11/2004, 6M PRIBOR +

0.1% no collateral 350 000 - 300 000 182 000
revolving 12/2002 - 02/2003 1M
PRIBOR +0.185% p.a., no collateral
500 000 - - 500 000
2W PRIBOR, first range — 0.5% p.a.,
second range + 5% p.a., 5 days a
month credit balance 1600000 -
2W PRIBOR +0.5% p.a., Toneday 405 99 } ) :
a month credit balance
17.12.2004-18.1.2005 2.73% p.a., no 290 000 290 000
collateral
220 000 300 000 682 000
-220 000 - 300 000 - 682 000

Theinterestexpense relating to bank loans and borrowings for 2004,
2003 and 2002 was CZK 2,840 thousand, CZK 7,822 thousand and
CZK 12,180 thousand, respectively, of which CZK 0 thousand, CZK
0 thousand and CZK 4,342 thousand, respectively, were capitalized
aspartofconstruction oftangible fixed assets.

spole¢nostdodrzovat. No loan agreementincludes any special terms and conditions to be
fulfilled by the Company.
b) vméné EUR b)inEUR
¢ 20&)4 . 200% ¢ 2002(‘,
: : Celkovy limit astka v 4stka v Céstka v astka v astka v 4stka v
L Terminy/Podminky s 'FUR fis. EUR fis. K& fis. EUR fs. K& fis. EUR fs, K&
Ceskoslovenska Kontokorentni Gvér ERIBOR 3
obchodni banka, a.s. mésicni +0,1% p.a. 2004 2003 2002
Total limit in Amount in Amount in Amount in Amount in Amount in Amount in
Bank Terms/Conditions EUR EUR CZK EUR CZK EUR CZK
thousands thousands thousands thousands thousands thousands thousands
Ceskoslovenska Overdraft ERIBOR 3-
obchodni banka, a.s. month + 0.1% p.a.
5000 782 23819 - - - -

The sole purpose of the overdraft facility was satisfying cash
needs connected with the provision of banking services in the
euro at selected post offices. The overdraft was classified as a
long-term loan as it is bound to a framework contract on the
provision and mediation of banking services between
Investicni a PoStovni banka, a.s. and Ceska posta, s.p.; the
contract was entered into for a definite period, i.e. until 31
December 2007.

The interest expense relating to this loan for 2004, 2003 and
2002 was CZK 257 thousand, CZK 0 thousand and CZK 0
thousand.

Poskytnuty kontokorentni iveér slouzi vyhradné na hotovostni
obsluhu bankovnich sluzeb poskytovanych na vybranych
prepazkach post v méné EURO. Uvér byl klasifikovan jako
dlouhodoby, jelikoz je vazan na ramcovou smlouvu o
zajiStovani a obstaravani bankovnich sluzeb, uzavienou mezi
Investiéni a Postovni bankou, a.s. a Ceskou postou, s.p., ato
nadobu urcitou do 31.12. 2007.

Néklady na uroky vztahujici se k tomuto Gvéru za rok 2004,
200322002 inily 257 tis. K& 0KEa O KE.



15. CASOVE ROZLISENi PASIV

Viydaje pfistich obdobi k 31. 12 2004, 31.12.2003 a
31.12.2002 zahrnuji vyfakturované vydaje pfistich obdobi,
zakaznické bonusy za pouzivani dalkové kreditovanych
vyplatnich strojd, slevy za obchodni a profi baliky, bonusy pro
zaméstnance a autorské poplatky za poskytované kopirovaci
sluzby. Ve v3ech tfech letech jsou v téchto nakladech zahrnuty
Uroky z Gvéru a dan z depozitnich smének. Jsou uétovany do
nakladd obdobi, dokterého vécné a Casove prislusi.

Viynosy pfistich obdobi zahrnuji pfedem uhrazené najemné
za nebytové prostory, trezory, pfihradecné a pfedem pfijaté
postovni vyplatné pro nastaveni dalkové kreditovanych
vyplatnich strojl a jsou uétovany do vynosl obdobi, do
kterého Casoveé a vécné pislusi. Spoleénost ma v roce 2004,
2003 a 2002 zfizeno vécné bfemeno pro spole¢nost PCS
Praha Center s.r.0. na budové posty v Jindfisské ulici, Praha
1, na z&kladé smlouvy uzaviené dne 16. dubna 1997
s platnosti do 31. bfezna 2042. Jednorazova Uhrada ve vysi
49 013 tis. KC je postupné po dobu platnosti kontraktu
zUctovavana do vynosu.

16.DAN ZPRiJMU
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15. ACCRUED LIABILITIES

As at 31 December 2004, 2003 and 2002, accruals include
billed accrued expenses, customer bonuses for using credit
machines, discounts for business and professional parcels,
staffbonuses and copyright fees for provided copy services. In
all three years, these expenses include interest on loans and
tax on depository notes. These expenses are charged to
income for the year in which they were incurred.

Deferred income includes in particular rent of office premises,
safes, PO box fees and deferred postal fees for remote credit
payment machines set-up, and is recognized into income for
the year in which it was earned. In 2004, 2003 and 2002, the
post office building at JindfiSska Street, Prague 1, was
encumbered by easement for the benefit of PCS Praha
Center s.r.0., pursuant to a contract entered into on 16 April
1997, which is in force until 31 March 2042. The easement
value totals CZK 49,013 thousand andis gradually recognized
intoincome over thelife of the contract.

16.INCOME TAX

2004 2003 2002
v tis. K& v tis. K& v tis. K&

2004 2003 2002
in CZK thousands  in CZK thousands  in CZK thousands

Zisk pred zdanénim Profit before taxes 562 270 916 229 519716
Nezdanitelné vynosy Non-taxable revenues -13661 -21419 - 149283
Rozdily mezi Ugetnimi a dariovymi odpisy Differences between book and tax depreciation -112616 - 131380 -119 269
Néaklady dariové neuznatelné Tax non-deductible expenses 55 546 119 510 97 508
Tvorba opravnych polozek Creation of provisions -6907 34063 40072
Tvorba rezerv Creation of reserves - 223 38
Ostatni (napf. naklady na reprezentaci, manka a $kody) Other (e.g. entertainment expenses, shortages and losses) 62 453 85 224 57 398
Investiéni Uleva 10% dlouhodoby hmotny majetek 10% relief on tangibles -53758 -33843 -78 531
Zdanitelny pfijem Taxable income 437 781 849 097 270 141
Sazba dané z pfijmu Current income tax rate 28% 31% 319
Vypoctena dan z pfijmu Income tax computed 122 578 263 220 83743
Sleva na dani (ZPS a TP) Tax relief -19 967 -21 066 20970
Splatna dan Current tax expense 102 611 242 154 62774
Dodate¢né domérky / preplatky dané za predchozi obdobi Additional assessments/overpayments relating to previous years 2456 -996 16923
Néklad na dan z pfijmu Corporate income tax expense 105 067 241 158 79697

Additional tax assessments /overpayments of CZK 2,456
thousand, CZK (996) thousand and CZK 16,923 thousand
were assessed frefunded by the Financial Authority 2004,
2003 and 2002, respectively, based on corrective and
supplementary corporate income taxreturns.

V roce 2004, 2003 a 2002 byla spole¢nosti na zéakladé
predloZenych opravnych a dodatecnych darovych pfiznani
doméfena, resp. vracena dan z pfijm0 ve vysi 2 456 tis. K&,
-996 tis. KEa16 923 tis. KE.



Spoleénost vycislila odlozenou daf nasledovné:
The Company quantified deferred taxes as follows (in CZK thousands):

Polozky odlozené
dané

Rozdil mezi tcetni a
dafovou
zlistatkovou cenou
dlouhodobého
majetku

Ostatni docasné
rozdily:

OP

k pohledavkam

OP k zasobam

OP

k dlouhodobému
hmotnému
majetku

OoP

k dlouhodobému
financénimu
majetku
Rezervy na

Kurzové ztraty
Ostatni rezervy
Celkem

Netto

Deferred tax items

Difference between
net book value of
fixed assets for
accounting and tax
purposes

Other temporary
differences:

Provision against
receivables

Provision against
inventory

Provision against
tangible fixed
assets

Provision against
long-term
financial assets

Reserves for
FOREX losses

Other reserves
Total

Net

Zéklad

Tax base

- 866 604

95756
4916

29096

39717

261

-696 858

Danova
sazba

Tax rate

24%

26%
26%

24%

24%

26%

24 — 26%

Spole¢nost zauctovala v roce 2004 meziroéni zvySeni
odloZeného danového zavazku 012 604 tis. KC.
Spoleénost Uctovala o odlozeném dafiovém zavazku poprvé v
roce 2002. Z tohoto divodu byl k 1. 1. 2002 zalctovan
odloZeny dafovy zavazek ve vysi 129 502 tis. K¢ na vrub

nerozdéleného zisku minulych let(viz odstavec10).

17.LEASING

Spole¢nost ma najaty dlouhodoby majetek, o kterém se

neuctuje narozvahovych Uctech (viz odstavec 3h).

Majetek najaty spole¢nosti formou operativniholeasinguk 31.
12.2004,31.12.2003 a31.12. 2002 (v tis. KE):

2004

Odlozena
danova
pohledavka

Odlozeny
dafovy
zavazek

Deferred tax ~ Deferred tax
asset liability

- -207 985
24 897
1278
6983
9532
68
42758 -207 985
- - 165 227

2003

Odlozena
danova
pohledavka

Odlozeny
dafovy
zavazek

Deferred tax
liability

Deferred
tax asset

- 199 655

26 344 -
1655 -
9428 -

9532 -

73 -

47 032 - 199 655
- - 1562623

Odlozena

danova

pohledavka

Deferred
tax asset

26 691
701

4288

12312

12

44004
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Odlozeny
danovy
zavazek

Deferred tax

liability

- 221047

- 221047

-177 043

In 2004, the Company recorded a year-on-year increase of a
deferred taxliability by CZK 12,604 thousand.
The Company recorded a deferred tax liability for the first time in
2002. Therefore, the deferred tax liability of CZK 129,502
thousand was debited to retained earnings as at1 January 2002

(seeNote10).

17.LEASES

The Company leases fixed assets, which are not recorded on
balance sheet(see Note 3h).
Assets which are being used by the Company under operating
leases as at 31 December 2004, 2003 and 2002 consist of the
following (in CZK thousands):



Terminy/Podminky

Description

pronajem na 4 roky
(od 9/1998 - 9/2002)

Osobni automobily
Ford Mondeo — 15
ks

Passenger cars Ford
Mondeo - 15 cars

pronajem na 4 roky

Passenger cars Ford
(od 10/2002 - 9/2006)

Osobni automobily
Mondeo - 14 cars

Ford Mondeo — 14

ks
Ostatni operativni Other operating leases  pronajem na 4 roky (od r.
leasing 2004)

Majetek najaty spoleénosti formou finanéniho leasingu (tzn.,
Ze po uplynuti doby pronajmu najemce majetek odkoupi) k 31.
12.2004, 31.12.2003 a31.12. 2002 (v tis. KE):

Terminy! Soucet splatek
Popis . najemného po
Podminky celou dobu
predpoklada-
ného pronajmu
Obalkovaci Leasingove smlouvy z let
linky KERN 2004 na 36 a 48 mésicu 47 796
Description Terms/Conditions Total lease
KERN Lease contracts from 2004 for
envelope lines 36 and 48 months 4779

Leasingové smlouvy uzaviené v letech 1997 a 1998 na 36 a
48 mésici na celkovou hodnotu 1 669 158 tis. K& byly
pfedCasné ukonceny z 66 % v roce 2001 (celkova odkupni
hodnotamajetku ¢inila126 120 tis. KE), zbyvajici smlouvy byly
ukoncéeny k 2. 1. 2002 za odkupni hodnotu majetku 82 910
tis. KE.

18. MAJETEK AZAVAZKYNEVYKAZANE V ROZVAZE

Spoleénost eviduje v operativni evidenci k 31. 12. 2004, 31.
12. 2003 a 31. 12. 2002 cizi majetek, zeména kolky, dalnicni
nélepky a losy. Tyto polozky maiji charakter cenin a v pfipadé
jejich ztraty nebo poskozeni hradi spole¢nost jejich nominalni
hodnotu. Vroce 2004, 2003 ani 2002 nedoslo ke ztraté nebo
poskozeni téchto cenin, které by spoleénostmusela hradit.
Dale eviduje spoleCnost vlastni majetek a zavazky, zejména
ceniny a losy vnominalni hodnoté, najaty majetek, odepsané
pohledavky a tvorbu fondu kvality, které nejsou vykazany
vrozvaze.

Spole¢nost k 31. 12. 2004 eviduje zaruku ve vysi 10 000 tis.
K&, kterou na zakladé pozadavku Ministerstva financi CR
poskytla SOCIETE GENERALE pobocka Praha, nyni
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Terms/Conditions  VySe ndjemného  VySe najemného VySe najemného  Pofizovaci cena

lease for 4 years

(9/1998 - 9/2002)

lease for 4 years

(10/2002 - 9/2006)

lease for 4 years
(since 2004)

v roce 2002 v roce 2003 v roce 2004 u majitele
Expense in 2002 EX%%%‘? l EX%%%S“E i Cost

2149 8496

786 3043 3192 7363

5107 46 236

Assets which are being used by the Company under finance
leases (i.e. the assets are transferred to the Company when
the lease term expires) as at 31 December 2004, 2003 and
2002 consist of the following (in CZK thousands):

Skutecné Skute¢né Skutecné Rozpis ¢astky budoucich
uhrazene uhrazene uhrazené plateb dle faktické doby
splatky splatky splatky splatnosti k 31 12. 2004
najemného najemného najemného
z finanéniho z finanéniho z finan¢niho
pronajmu k pronajmu k pronajmu k Splatné do Splatné
31.12. 2002 31.12.2003 31.12. 2004 1 roku nad 1 rok
2519 13035 32242
Remaining payments as
Payments Payments Payments
made as at made as at made as at a.t 3,1/1 22004
31/12/2002 31/12/2003 31/1212004 DIDTIMIL  IDEE?
one year one year
2519 13035 32242

In 2001, approximately 66% of 36-month and 48-month lease
confracts concluded in 1997 and 1998 and totaling CZK
1,669,158 thousand were rescinded. (Total purchase price of
assets was CZK 126,120 thousand). Asat 2 January 2002,
the Company rescinded the remaining lease confracts, with
the total purchase price ofassets being CZK 82,910 thousand.

18. COMMITMENTS AND CONTINGENCIES

As at 31 December 2004, 2003 and 2002, the Company had
third-party assets, in particular duty stamps, road toll stamps
and lots, which were reflected in an off-balance sheet account.
These items have the nature of liquid valuables and the
Companyis liable to recover their nominal value in the case of
aloss or damage. No such loss or damage occurred in 2004,
2003 and 2002.

In addition, the Company had own assets and liabilities,
particularly liquid valuables and lots stated ata nominal value,
leased assets, written-off receivables and additions to the
quality fund, that were not shown on the balance sheet.

As at 31 December 2004, the Company records a guarantee
of CZK 10,000 thousand that was provided by SOCIETE



znamek. Tato zaruka je j$téna sménkou u pobocky Komeréni
banky, a.s. (vizodstavec 8).

V operativni evidenci jsou dale vedeny snimace Cipovych
karet INGENICO, které jsou majetkem spoleénosti BANIT,
s.r.o. K 31.12. 2004, 31. 12. 2003 a 31. 12. 2002 evidovala
spolecnost celkem 8 231 ks, 7 258 ks a 6 123 ks v celkové
hodnoté 205 775 tis. K¢, 145 160 tis. K& a 122 460 tis. K¢.
Stejna spoleénost zapljtila v roce 2004 dalSi majetek v
hodnoté 17 082 tis. K& (330 ks tiskaren Oliveti, 4ks server( V¢.
softwarua5ksPC).

V souvislosti s provozovanim dvou vlastnich loterii slozila
spole¢nost jistinu ve vy 6 000 tis. KE u ING Bank N.V.
(vinkulovany vklad od 15. 7. 2002 do 30. 9. 2004), jako
soucast zadosti o povoleni provozovani loterie stiracich lost s
nazvem ,Jubilejni poStovni loterie®. K loterii stiracich losu s
nazvem ,SOS*, na podporu obétem povodni zléta 2002, byla
slozena jstina (od 20. 8. 2002 do 27. 9. 2004) ve vysi 10 000
tis. K& u Ceskeé spofitelny a.s. Jistiny byly uvolnény na zékladé
pisemného souhlasu Ministerstva financi CR v zafi 2004.
Spolecnost ma veskery movity i nemovity majetek pojstény u
Kooperativa pojstovna, a.s., podle rdmcové smlouvy €. 80-
595019120-1, uzavfené 20. 12. 1999, aktualizované dne 31.
12.2002a20.12. 2004 pojistnou smlouvou ¢. 595019120-1.

19. VYNOSY

Rozpis vynost spolecnosti zb&Zné ¢innosti (v tis. K&):

Tuzemske
Domestic

Vynosy z postovniho  Revenues from postal 12769 598
provozu operations

Viynosy

z obstaravatelské a Revenues from agency 9168 521
ostatni ¢innosti and other activities

\lynosy za prodej Revenues from the sale 556 238
zbozi of goods

Vynosy celkem Total revenues 15494 357

Ve vynosech z poStovniho provozu jsou zahrnuty kromé
klasickych postovnich produktu (listovni a balikové zasilky a
postovni poukazky) i vynosy za Postservisy (baleni a
polepovani) a vynosy za prace vypocetni techniky souvisejici
s poStovnimi sluZzbami. Dal$i provozni vynosy jsou z hlediska
obratu nevyznamné a tvofi v roce 2004, 2003 a 2002 1,5 %,
1,6% a1,7 % provoznich vynosl

Zahranicni
Foreign

399 428

399 428
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GENERALE Prague branch, now Komeréni banka, a.s., upon
request of the Ministry of Finance of the Czech Republic made
in connection with the sale ofroad toll stamps. This guarantee
is secured with anote atKomerénibanka, a.s. (see Note 8).
Furthermore, INGENICO chip card sensors owned by the
companyBANIT, s.r.0. arerecorded in subsidiaryledgers. The
Company recorded 8,231, 7,258 and 6,123 pieces at a total
value of CZK 205,775 thousand, CZK 145,160 thousand
and CZK 122,460 thousand as at 31 December 2004, 2003
and 2002, respectively. Other assets amounting to CZK 17
082 thousand were borrowed from the same company in 2004
(330 Oliveti printers, 4 serversincl. software and 5PCs).

In connection with the operation of two own lotteries, the
Company made a CZK 6,000 thousand deposit at ING Bank
N.V. (the depositmade on an escrow accountblocked from 15
July 2002 to 30 September 2004), which supported an
application for the licence to operate a lottery tickets raffle
called ,Anniversary Postal Lottery*, and a CZK 10,000
thousand deposit (from 20 August 2002 to 27 September
2004) to the existing lottery called ,SOS* to support those who
suffered from the floods of summer 2002. The deposits were
released on the basis of a written approval of the Ministry of
Finance ofthe Czech Republicin September 2004.

All movable and immovable assets of the Company are
insured with Kooperativa, pojstovna, a.s. pursuant to a
framework contract no. 80-595019120-1 entered into on 20
December 1999 and amended on 31 December 2002 and 20
December 2004 by aninsurance contractno. 595019120-1.

19. REVENUES

The breakdown of revenues on ordinary activities is as
follows (in CZK thousands):

2002

Zahranicni
Foreign

Tuzemske
Domestic

Zahranicni
Foreign

Tuzemské
Domestic

12 158 381 463 050 11104 163 427 443
2131692 2085933
578 205 635722

14 868 278 463 050 13 825818 427 443

Revenues from postal operations include, except for the
normal postal products (letter and parcel articles and postal
orders), also revenues from the so-called Postservices
(packaging and coating) and revenues from IT work
associated with postal services. Other operating revenues
are insignificant and represent 1.5, 1.6% and 1.7% of total
operating revenues in 2004, 2003 and 2002, respectively.
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20. 0SOBNiNAKLADY 20.PERSONNEL AND RELATED EXPENSES

Rozpis osobnich nékladd (v tis. KE): The breakdown of personnel expenses is as follows (in CZK

Management/

Celkem

zameéstnanci .
pracovnici

Members of

Total personnel EYEGENE]

thousands):
2004 2003 2002
Celk M " Celk Management/
Ridici i tem — d‘f’“‘,ageme" o & tem . Ridici
Zamestnancl 10ICI pracovnici zZamestnanci pracovnici
Members of Members of
Total personnel INEREGEE] Total personnel managerial
bodies bodies bodies
T R Averlage number of 3879 146 38923 142 39 264 136
zaméstnancu EHDIOVERS
Mzdove naklady Wages and salaries 7110115 172 824 6791992 150 644 6428019 128 576
Socialni zabezpeeni  Social security and 2 496 692 61456 2390 500 53569 2259436 45709
a zdravotni pojisténi health insurance
Socialni naklady Social cost 325677 1156 313196 1122 293 381 1074
i nakl
Osobni naklady Total personnel 9932484 235 436 9495 688 205 335 8980 836 175 359

celkem expenses

Nad shora uvedeny ramec osobnich nakladd obdrzeli élenové
abyvali ¢lenové statutarnich a dozorc¢ich organu vroce 2004,
2003 a 2002 odmény v celkové vysi 1 145 tis. K¢, 949 tis. K¢ a
746 tis. KE Zavazky z fitulu socialniho zabezpeleni a
zdravotniho pojsténi Cinily 257 124 tis KE k 31. 12. 2004.
Jedna se o neuhrazeny zavazek z mezd za prosinec 2004,
ktery byl uhrazen dne13.1. 2005.

21.INFORMACE O SPRiIZNENYCH OSOBACH

Vroce 2004, 2003 a 2002, neobdrzeli ¢lenové soucasnych ani
byvalych statutarnich a dozoréich organt a fidici pracovnici
spoleCnosti zadné pujcky, pfiznané zaruky, zalohy ani jné
vyhody, s vyjmkou fidicich pracovniku spoleénosti, ktefi maji
svérena motorova vozidla do osobniho uzivani ke sluzebnimi
soukromym G¢elim (za Uplatu).

Spole¢nostnakupuje a prodava vyrobky a vyuziva a poskytuje
sluzby spfiznénym osobam jako béznou soucast obchodni
¢innosti podniku. Prodeje spfiznénym osobam v roce 2004,
200322002 (v tis. KE):

In addiion to the aforementioned personnel costs, the
members and former members of statutory and supervisory
bodies received total bonuses and other remuneration of CZK
1,145 thousand, CZK 949 thousand and CZK 746 thousand in
2004, 2003 and 2002, respectively. Social security and health
insurance liabilities totaling CZK 257,124 thousand as at 31
December 2004 relate to amounts due for December 2004
wages, which were paid on 13 January 2005.

21.RELATED PARTYINFORMATION

The members and former members of statutory and
supervisory bodies, directors and executive officers were
granted no loans, guarantees, advances or other benefits in
2004, 2003 and 2002, respectively, except for managers who
use company cars for business as well as private purposes
(for consideration).

The Company purchases/sells products and
receives/provides services from/to related parties in the
ordinary course of business. Sales to related parties in 2004,
2003 and 2002 were as follows (in CZK thousands):
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Spfiznéna osoba
Related party

Postovni tiskarna cenin Praha, a.s.
Postovni tiskarna cenin Praha, a.s.

2004

1121

2003 2002

1742 1693

Nékupy od spfiznénych osob v roce 2004, 2003 a 2002 ¢inily (v tis. K&):
Purchases from related parties in 2004, 2003 and 2002 were as follows (in CZK thousands):

Spfiznéna osoba 2004
Related party
Postovni tiskarna cenin Praha, a.s. 53 228

Postovni tiskarna cenin Praha, a.s.

2003 2002

52 836 51132

Kratkodobé zavazky viici spriznénym osobam dosahovaly k 31. 12. nasledujici vyse (v tis. K&):
Short-term payables to related parties as at 31 December were as follows (in CZK thousands):

Spiiznéna osoba
Related party

Postovni tiskarna cenin Praha, a.s.
Postovni tiskarna cenin Praha, a.s.

2004

5377

2003 2002

904 2029

Krétkodobé pohledavky u spfiznénych osob k 31. 12. dosahovaly (v tis. KE):
Short-term receivables from related parties as at 31 December were as follows (in CZK thousands):

Spfiznéna osoba
Related party

Postovni tiskarna cenin Praha, a.s.
Postovni tiskarna cenin Praha, a.s.

22. VYDAJE NA VYZKUM A VYVOJ

Na vyzkum a vyvojbylo vroce 2004, 2003 a 2002 vynaloZeno
10 692 tis. K¢, 9 285 tis. K¢ a 8 558 tis. K¢ a zauctovano do
naklad.

23. VYZNAMNE POLOZKY ZISKU A ZTRAT

Ve stfednédobém horizontu se struktura vykazu ziskl a ztrat
témé&r neméni. Dominantni, téméf 2/3 podil osobnich nakladl
z celkovych provoznich nakladl se snizuje velmi zvolna ve
prospéch pfimych nakladli na spotfebu materialu a energie v
souvislosti s rozvojem sluzeb Postservisi a odpist
dlouhodobého majetku v zavislosti na rozsahu investic.
Vzhledem k rozvijejici se konkurenci a odklonu od klasickych
produktu (telefonni karty, losy apod.) stagnuji trzby za prodej
zboZi pfirealizaci primérné ziskové marze 20 %.

Pribézné je odprodavan majetek nevyuZzivany pro zajistovani
hlavni ¢innosti (bytové hospodarstvi, rekreacni objekty
apod.).

Mimofadné vynosy a mimoradné naklady v roce 2002 tvofi
pfedevsim viivmetodické zmény G¢tovani nakladu a vynos

2004

59

2003 2002

112 148

22. RESEARCH AND DEVELOPMENT COSTS

Research and development costs amounted to CZK 10,692
thousand, CZK 9,285 thousand and CZK 8,558 thousand in 2004,
2003 and 2002, respectively, and were expensed asincurred.

23. SIGNIFICANT ITEMS OF INCOME STATEMENT

From a medium-term perspective, the income statement structure
remains fairly stable. The major share of personnel expenses in
operating expenses, accounting for nearly two thirds of total
operating expenses, is only slowly decreasingin favor of direct costs
of the consumption of material and energy in connection with the
development of Postservises and fixed assets depreciation
depending on the scope of capital expenditures. Taking into account
the development of competition and departure from classical
products (telephone cards, lots, etc.), revenues from the sale of
merchandise stagnate with an average margin of 20%.

Assets not used for main activities are gradually being sold (flats,
recreation facilities, etc.).

Extraordinary gains and extraordinary losses include mainly the
impact of the change in the method of accounting for expenses and
revenues of international postal operations (see Note 9), in 2003
also costs and revenues associated with the liquidation of the 2002
flood consequences.



2003 i naklady a vynosy souvisejici s likvidaci nasledk
povodni vroce 2002.

Mimoradné vynosy dale tvofi v letech 2004, 2003 a 2002
pfijata pInéni k darové uznatelnym i neuznatelnym nakladim
(napf. nahrady $kod za poSkozené, ziracené a zcizené
zasilky, nahrady za pracovni Urazy, plnéni pojstoven,
nahrady $kod) a opravy vynost minulych uéetnich obdobi.
Mimoradné néklady v téchto letech tvofi nad ramec metodické
zmény Uctovani mezinarodniho postovniho provozu a
nakladu souvisejicich s povodnémi, dale néklady na likvidaci
nepotrebnych zasob, manka a $kody, nahrady za poskozené,
ztracené a zcizené zasilky, nahrady za ztratu vydélku,
dichodu a bolestné, opravy minulych let a naklady na
zmarenéinvestice.

24. VYZNAMNE UDALOSTI, KTERE NASTALYPO
ROZVAHOVEM DNI

I

Mezi datem UCetni zavérky a jejim ovéfenim nedoslo k zadné

vyznamné udalosti, kterd by méla vliv na majetek, zavazky a

hospodarsky vysledek vykazany za uéetni obdobi 2004.

25. SVERENE PROSTREDKY

Finanéni prostfedky klientl jsou spolecnosti v nékterych
pfipadech svéfeny na pfechodnou dobu za u¢elem provedeni
specifickych transakci (sluzby pro klienty Ceskoslovenské
obchodni banky, a.s., evidence a vybér rozhlasovych a
televiznich poplatkd, dichody, SIPO, sazkové hry, prodej
kolku, dalniCnich kupond, postovni platebni styk apod.). Tyto
prostfedky jsou evidovany v samostatném dcetnim okruhu
oddélené od viastnich finanénich prostfedkd a v pfilozené
rozvaze jsou vykazany na samostatnych fadcich. Za
provedeni specifickych transakci si spole¢nost Uctu je provizi,
okteré uctuje ve vécné a Casové souvislost.

ViSechny zavazky vyplyvajici ze svéfenych prostfedku byly ve
Ihaté splatnosti.

26. PREHLED O PENEZNICH TOCiCH

Pfehled o penéznich tocich byl zpracovan nepfimou
metodou. Spole¢nost nebrala v Uvahu Zadné penézni
ekvivalenty.

27. PREHLED O ZMENACH VLASTNIHO KAPITALU
(VIZ odstavec 10)
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In 2004, 2003 and 2002, extraordinary gains further include
compensations related to tax-deductible as well as tax non-
deductible expenses (such as compensations for damaged, lost or
stolen parcels, indemnification for work-related injuries, insurance
compensations, damage compensations) and corrective
adjustments ofrevenuesincurredin previous accounting periods.

In addition to the impact of the change in the method of accounting
for international postal operations and costs associated with the
liquidation of the 2002 flood consequences, exiraordinary losses
include costs of liquidation of obsolete inventory, shortages and
losses, compensations for damaged, lost or stolen parcels, loss of
earnings or pension compensations, smart money, corrective
adjustments of previous accounting periods and costs of failed
investments.

24. SUBSEQUENT EVENTS

Between the date of the financial statements preparation and their
sign-off, there were no significant events that would have an impact
on the reported assets, liabilities and profitloss for the 2004
accounting period.

25. ENTRUSTED FUNDS

In some instances, the monetary funds of customers are temporarily
entrusted to the Company for the purpose of effecting specific
transactions (such as the provision of services to clients of
Ceskoslovenska Obchodni Banka, a.s., maintaining the register of
radio and television sets and the collection of radio and television
license fees, payment of pensions, SIPO, i.e. collective payment of
fees, lotteries, sale of duty stamps, road toll stamps, brokering of
cash transactions, etc.). These funds are recorded in separate
accounting records independently on own monetary funds. They are
reported at special lines in the accompanying balance sheet. The
Company charges commission for effecting these specific
transactions and accounts foriton an accrual and matching basis.
Nopayables arising from entrusted funds were overdue.

26. STATEMENT OF CASH FLOWS
Cash flow statement was prepared under the indirect method. The

Company did not consider any cash equivalents.
statement of changes in equity (See note 10)

27. STATEMENT OF CHANGES IN EQUITY (SEE NOTE 10)






