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Company name and registered office
Prague Congress Centre

5. kvtna 65

140 21 Praha 4

Registration number: 63 08 02 49

The Prague Congress Centre, (Prague Congresss @eptrialic limite
company incorporated in the Commercial Redistaulyori995. Th
company was established by the sole founddy, dieP@igue, wh
invested the aggregate of the assets and l@hiiddormer Palac kultf
(Palace of Culture), an organization partly firandéee public purse.
incorporation, The Prague Congress Centre adksuhsedigts ang
obligations of Palac kultury and thus becayakststessor.

Objects of business
- organization of congresses, symposiums, tradditaitions and other similar social events
organization of artistic and cultural events
purchase and resale of goods
letting of property with the provision of ardgthésts connected with the lease
operation of outdoor and underground parkieg) facili
operation of a private healthcare facility
hospitality services
accommodation services
copying work
operation of cultural productions, entertaindnéa,ageration of facilities used for entattainme
hire of movable assets
money-changing services
intermediation in trade and services
real estate activities
services not elsewhere specified — in the managémearation of the technical facilitiedirajsuil

Registered capital and shares
The company’s registered capital is CZK 7, TEB0@Di® distributed among registered shdlesss fo
71,380 registered shares with a nominal@Zkid.00,000 per share
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Chief Executive Officer's Statement

Dear Business Friends, Shareholders, Visitors,

The Prague Congress Centre can rank 2005 ashiistsaccessful years. It managed to make a
number of important decisions, our results wéeitevehan the ambitious targets we had wet, and
were awarded the ISO 9001:2000 quality cedliifieatployees deserve acknowledgement for their
quality work and professional approach to wtettigirarequirements. Cooperation with our sole
shareholder, the City of Prague, and in pasti@adership (the Mayor and other memberseof Prag
City Council) can be rated in the same ligéit.cese®) our work and services are highlyteddrgcia

the organizers and delegates of myriad medicedraifid congresses and conferences, as fvell as o
smaller-format events, which are regularlyhiee@oagress Centre.

The number of events we have the honour ofahdiséinGongress Centre continues to rise. They
comprise not only large congresses and confeuémrd¢ss social, cultural, sports and corpemtge ev
Last year, there were 375 events. Given the dwexidge of three days, this is tantamourd to thre
events per day. This is the average figure argtmren days when more than 10 events are held
simultaneously. In this respect, we are futtbdrergl of a consistent rise in the numbetsoivbite
regenerating the centre and making the buidisiplado the public. We do not focus solejg on la
congresses and conferences, of which there Vasteyd@r. Although they generate the highest
revenues, they are still hardly capable ohgiretakwven filling, the capacity of such aildigg as

the Congress Centre. Therefore, we were atsbadilé4 medium-sized events with a budget of up t
CZK 1 million and 261 small events with a uplgeCZAK 200,000.

Our activities also include the long-term flaiffie®y retail units and storage space. Lasteyea
increased capacity in this field and pushedaqupiaacy rate in the main building and thedVysSehra
Business Centre to more than 97% by the egpdasf ffiee rates we offer are very reasonalde. This
the result of a combination of superior custenugratity services and the exclusivity ofnisegre

The Holiday Inn Prague Congress Centre, whiabf ih@drague Congress Centre, underscores its
status among the leading facilities of thia thppewake of all the praise heaped on the listel fo
design and catering in past years, it becarsettheefieive the quality certificate 1Q NETh@OG4.

an award meriting special attention.

With the backing of our sole shareholder, ah&@iye, we managed to restructure the ekisting d
service. The restructuring of old debts conitkdtesl neconstruction required to host thesnodéeting
the International Monetary Fund and World BankliGepable the Prague Congress Centre (KCP) to
cover all its liabilities through its own setivilgefinancing its operations and essestialeimse |

stress that these investments are essentigkahgtungent. In this respect, we are stillinteksige
preparations for the entry of a strategic dastshowd inter alia definitively relieve thaycomfsa

debts, make larger-scale investments in thespamaidgechnology, and develop supplementary
operations. In this way, KCP will get the chaagg#am and improve its position among tge leadin
congress tourism centres in Europe and thrbaghod t

We are continuing our project preparationsdéwetbpment of surrounding land parcels. We have
drawn up a project for an exhibition pavilienratitevprocess of applying for a zoning déesos.

also making headway in a project for the ussoothbm terrace, overlooking Pankraclgti,nam
where there are plans for the constructioh offiegaand residential premises. The comsifiatio
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exhibition pavilion will allow us to host thie taoge prestigious congresses in the woolahptledan
of work on the southern terrace will revitaizedtineding area and offer a solution forgueation
of the Prague Congress Centre into the exiktifg dearelopment.

The events held last year at the Prague Congtressvéle attended by more than 120,000 foreign
delegates, who spent more than two billion Thewcsngress tourism tax revenues generated by
events at the Congress Centre thus came tormiaié ghiillion crowns. If Prague did notledresady

the Prague Congress Centre, it would havi to lmsié out on these benefits.

We are doing our utmost to promote interegteamis@s among congress and conference organizers.
We are working closely with the government agemtyutism on the Candidacy Campaign, aimed at
actively seeking out prestigious internatioresdsesngnd developing systematic marketingieperatio
to acquire these congresses to Prague. We haawwabdett an SPD 3 grant from the funds of the
European Union, the Ministry of Labour andffaosiand Prague City Hall for the implemehtation
the project ‘A professional team for interoatigredses in Prague’. We are using this gnamve |
language proficiency, computer skills and markktsades finesse, and to hone the professional
presentation of KCP employees in their contdienteitiThe further expansion of the seriotie port
and guarantees of service quality are a matteseofiic this respect, we are not only expiobivg
potential, but also working with a number f wédrtgave proven their worth in fields suehrag ca
audiovisual technology, the installation abresihalnitl forwarding.

Following accession to the European Union, tlee Goragyess Centre, along with myriad other
companies on the Czech market, started keepirtg andoreporting in accordance with the European
accounting standards IAS/IFRS. These standards fidfdh view of the company’s financial
management and assets, and have resulted aludigoreof our real property in particulartse that
amounts disclosed in the accounts reflect the gankét value of such assets. This Annual Report
thus offers new, more realistic scrutiny ofgheycdrne operations connected with this ptoceess wi
doubt give rise to further steps that we vl tagedn conjunction with the shareholdet likevowl
emphasize that these accounting operationsndowilbtinat have an adverse effect on the company’s

finances and will not jeopardize its ability to

honour its liabilities without any problems.

On the contrary, IAS/IFRS reporting

provides a much more realistic picture of

the company’s true worth.

All this compounds my belief that, thanks

to the Congress Centre, the Czech

Republic and Prague will not become lost ie #xpande of the European
Union. Mushrooming interest in our servicesamdgrtionviction.

Michal Karnik
Chief Executive Officer, KCP



2005 Financial Results
Balance sheet
TCZK 2005
Assets
Investment property 477,597
Property, plant and equipment 2,720,744
Intangible assets 4,567
Trade and other receivables 68
Non-current assets 3,202,971
Inventories 9,089
Trade and other receivables 64,029
Cash and cash equivalents 146,354
Current assets 219,473
Total assets 3,422,464
Equity
Registered capital 7,138,000
Retained earnings (6,317,510
Current-period profit 14,078
Total equity 834,568
Liabilities
Loans and borrowings 765,347
Non-convertible bonds 1,595,274
Trade and other payables 562
Total non-current liabilities 2,361,184
Loans and borrowings 109,514
Trade and other payables 117,009
Provisions 171
Total current liabilities 226,694
Total liabilities 2,587,87%
Total equity and liabilities 3,422,444
Profit and loss account (Income statement)
TCZK 2005
Merchandise revenue 64,791
Product and service revenue and capitalization 531,489
Other income 8,094
Cost of merchandise sold (19,293
Consumption (266,781
Personnel expense (120,240
Depreciation and amortization (129,133
Other expenses (13,202
Operating profit 55,724
Profit from the adjustment of the fair valperdy preestments 290
Loss from the adjustment of the fair valuertyf ipragstments
Net profit (loss) from property investments 290
Financial income 95,441
Financial costs (137,377
Profit (loss) from financial operations (41,936
Profit before taxation 14,078
Cash flow statement
TCZK 2005
Cash and cash equivalents at beginning of gqoertiotin 82,759
Net operating cash flow 94,118
Net cash flow from investing activities (6,379
Net cash flow from financial activities (24,143
Cash and cash equivalents at end of accountinggperi 146,354




Prague Congress Centre

Praha 4, 5. Kwma 65

Auditor’s report on the financial statements oPtlague
Congress Centre for the 2005 accounting period






IAS/IFRS FINANCIAL
STATEMENTS FOR 2005

Basic characteristics:

Company name and registered officekongresové centrum Praha, a.s.
5. kvtna 65
140 21 Praha 4

Registration number: 63 08 02 49

Legal form: public limited company

Core objects of business:

- organization of congresses, symposiums, trade éxinibitions and other similar social events

- organization of artistic and cultural events

- letting of property with the provision of onbidservices connected with the lease

- hospitality services

- operation of outdoor and underground parkinlitifei

- purchase and resale of goods

- operation of a private healthcare facility

- accommodation services

- money-changing services

- copying work

- organization of cultural productions, entertainnaeil the operation of facilities used for
entertainment

- hire of movable assets

- intermediation in trade and services

- real estate activities

- services not elsewhere specified — in the mameemd operation of the technical facilities of
buildings

Balance-sheet date: 31 December 2005
Date of approval of the financial statdfieluise 2006

Governing body of the accounting unit:
Jan Blrgermeister
Chairman of the Board of Directors, KCP, a.s.

Ivan Bednd
Vice-Chairman of the Board of Directors, KCP, a.s.

Karel Klima
Vice-Chairman of the Board of Directors, KCP, a.s.
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Balance sheet

TCZK 2005 2004
Assets

Investment property 1 477,592 477,592
Property, plant and equipment 2 2,720,746 2,840,425
Intangible assets 3 4,567 3,405
Trade and other receivables 14 68 50
Non-current assets 3,202,973 3,321,472
Inventories 4 9,089 9,426
Trade and other receivables 5 64,029 96,894
Cash and cash equivalents 6 146,355 82,759
Current assets 219,473 189,079
Total assets 3,422,446 3,510,551
Equity

Registered capital 11 7,138,000 7,138,000
Retained earnings (6,317,510) (6,392,436)
Current-period profit 14,078 74,926
Total equity 834,568 820,490
Liabilities

Loans and borrowings 13 765,347 707,917
Non-convertible bonds 13 1,595,275 1,675,575
Trade and other payables 7 562 894
Total non-current liabilities 2,361,184 2,384,386
Loans and borrowings 8 109,514 190,755
Trade and other payables 9 117,009 113,940
Provisions 10 171 980
Total current liabilities 226,694 305,675
Total liabilities 2,587,878 2,690,061
Total equity and liabilities 3,422,446 3,510,551




Income statement

TCZK 2005 2004
Merchandise revenue 64,791 52,994
Product and service revenue and capitalization 531,488 526,370
Other income 8,094 6,088
Cost of merchandise sold (19,293) (16,709)
Consumption (266,781) (249,514)
Personnel expense (120,240) (117,561)
Depreciation and amortization (129,133) (95,063)
Other expenses (13,202) (11,895)
Operating profit 55,724 94,710
Profit from the adjustment of the fair valperty preestments 290 0

Loss from the adjustment of the fair valuertf ipnogsments 0 (1,820)
Net profit (loss) from property investments 290 (1,820)
Financial income 95,441 121,351
Financial costs (137,377) (139,315)
Profit (loss) from financial operations 15 (41,936) (17 964)
Profit before taxation 14,078 74,926

Statement of changes in equity

TCZK Not« Registered cag Retained earnil Total equ y
Balance at 1 January 2004 7,138,0C (6,392,43 745,56 1
Profit before taxation 74,92 74,925
Balance at 31 December 200: 7,138,0( (6,317,51 820,49)
Balance at 1 January 2005 7,138,0( (6,317,51 820,49)
Profit before taxation 14,07 14,073
Balance at 31 December 200! 7,138,0( (6,303,43 834,563
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Cash flow statement

TCZK

Note 2005 2004
Cash and cash equivalents at beginning of gqoextiodin 82,759 70,187
Profit before taxation 14,078 74,926
Non-cash adjustments 163,853 115,779
Depreciation and amortization 129,134 95,064
Receivables written off (-), recovery of imngesivables (+) (2,718) 2,618
Change in value adjustments, provisions, anthdbaiagees of temporary asset
and liability accounts (+/-), i.e. accrualsearadsd@fid exchange rate differences, 806 2,209
except accrued interest, exchange-rate diffetatezbto liabilities
Profit (loss) from the adjustment of the faif pedperty investments (291) 1,820
Exchange-rate difference (revaluation of boasl aaBieDecember) (80,300) (106,700)
Profit (loss) on sale of fixed assets (+/ipgrgaird or loss from revaluation of

N IR - (125) (207)

equity interests (recognition in income ‘t§, #’cos
Revenue from dividends and profit distribwgminyredertakings whose object of
business is investment (investment companiessarte) fu
Interest expense (less capitalized interest)irfepiare (-) 117,348 120,874
Net cash rovy from ordinary activities beforecteagges in working capital 177,932 190,705
and extraordinary items
Change in working capital requirement 6) 33,551 ,(17,775)
Change in receivables from operating actiyities (+/ 29,124 29,519
Change in short-term payables from operating &otiyi 4,090 (48,164)
Change in inventories (+/-) 337 870
Net cash flow from ordinary activities beforenexeatraordinary items 211,482 172,930
Expenditure from interest payments, net afechitafiest (-) (118,959) (122,466)
Interest received, except undertakings whosé bbgicess is investment
. . 1,595 1,592
(investment companies and funds) (+)
Net operating cash flow 94,118 52,055
Cost of acquiring fixed assets (6,515) (14,708)
Proceeds from the sale of tangible fixed assets 135 298
Net cash flow from investing activities (6,379) (14,410)
Income from long-term loans and borrowings (724,143) (25,074)
Cost of loan and borrowing repayments 700,000,
Net cash flow from financial activities (24,143) (25,074)
Net increase/decrease in cash and cash equivalents 63,596 12,571
Cash and cash equivalents at end of accountiragperi 146,355 82,759
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Notes

General information

1 General information

Company name: Kongresové centrum Praha, a.s.
Registered office: 51tka 65
Praha 4
140 21
Registration number: 63 08 02 49
Legal form: public limited company

Core objects of business:

- organization of congresses, symposiumsysraadiiitions and other similar social events

- organization of artistic and cultural events

- letting of property with the provision osmndgéces connected with the lease

- hospitality services

- operation of outdoor and underground palikegy faci

- purchase and resale of goods

- operation of a private healthcare facility

- accommodation services

- money-changing services

- copying work

- organization of cultural productions, entett@nchthe operation of facilities used for
entertainment

- hire of movable assets

- intermediation in trade and services

- real estate activities

- services not elsewhere specified — in the raahagdmaperation of the technical facilities of

buildings

Incorporation: 1 July 1995
Sole shareholder: City of Prague
Marianské nam. 2/2
110 01 Praha 1
Registration number: 00064581

The company is incorporated in the Commertalkepyisy the Municipal Court in Prague,BSection
Entry 3275.
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1. Members of governing and supervisory bodiestias balance-sheet date:

List of the members of the Board of Directors:

Jan BlUrgermeister
Chairman of the Board of Directors, KCP, a.s.

Ivan Bednéa
Vice-Chairman of the Board of Directors, KCP, a.s.

Karel Klima
Vice-Chairman of the Board of Directors, KCP, a.s.

Ondej Dolinek
member of the Board of Directors, KCP, a.s.

Michal Karnik
member of the Board of Directors, KCP, a.s.

Miroslav Frork
member of the Board of Directors, KCP, a.s.

FrantiSek Hoffman
member of the Board of Directors, KCP, a.s.

Ivana Romanovska
member of the Board of Directors, KCP, a.s.

FrantiSek Stadnik
member of the Board of Directors, KCP, a.s.

List of the members of the Supervisory Board:

Michael Gregor
Chairman of the Supervisory Board, KCP, a.s.

Jan Chodra
Vice-Chairman of the Supervisory Board, KCP, a.s.

Ji i Volf
member of the Supervisory Board, KCP, a.s.

Martin Kroh
member of the Supervisory Board, KCP, a.s.

Ondej Pecha
member of the Supervisory Board, KCP, a.s.
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Igor Filipovi
member of the Supervisory Board, KCP, a.s.

Vratislav Bartos
member of the Supervisory Board, KCP, a.s.

Eva Bohutinsk&a
member of the Supervisory Board, KCP, a.s.

Marie Filipova
member of the Supervisory Board, KCP, a.s.

2.0rganizational structure of the accounting unit

The internal organizational structure of KQiereirsafter referred to as the ‘Companyjasaid

the Organization Rules. Based on the scope @nces)phe department size and the nature of the
activities performed, the following levelsisgeish&td: section, department, commercialngroup, u
The Company is headed by the Chief Executiyevlifisedirectly superior to the followingethe C
Commercial Officer, the Chief Operations I@ffiChreft Financial Officer, the Audit and hegal Ser
Manager, and the Quality Officer.

Since April 2001, the Company’s completed oseltipuilging has been home to Holiday Inn PCC,
which is part of Kongresové centrum Praharermftérereferred to as the ‘Company’). Under an
International Administration Agreement of 2004prihe hotel has been managed on behalf and
account of KCP, a.s. by Targa Hotels, a.stedegifite: Thunovska 18,118 00 Praha 1 (thiy compa
is also responsible for managing the hotel'sshctbenhotel is managed by a general manager
appointed by Targa Hotels, a.s.

Hotel's place of business: Holiday Inn PragessGoewgre
Na Pankraci 15/1684
140 21 Praha 4

During the last accounting period, no sigrmfogets overe made to the Company’s organizational
structure.

In the reporting period, a certification awihtiased, based on which the Company wasttssued wi
an 1SO 9001:2000 certificate. The Hotel HoRtaguanCongress Centre has won myriad design and
catering awards, and was the first in the iadastrive the quality certificate ISO 9004:R&0J0 1Q
In 2005, the Company’s application for findriotsh éPD 3 for the implementation of the project
‘Professional team to organization internatgmealses in Prague’ in 2006 and 2007 was approved.
The Company’s Board of Directors approvedati@akdstatements on 14 February 2006.

2 Summary of significant accounting policies

The principal accounting policies appliedepdhegipn of these financial statements ardosktvaut
These policies have been consistently apgligdds presented, unless stated otherwise.
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2.1 Basis of preparation

The Company’s financial statements have beed pnepacordance with International Financial
Reporting Standards (IAS/IFRS) as regulatechésnEQonmunity legislation (Regulation (EC) No
1606/2002 of the European Parliament of theo€Cb@ndilly 2002 on the application of intdrnationa
accounting standards). These standards weppligdtia full in the 2005 accounting period, in
accordance with Section 19(9) of the Accountsgti#ectCompany is an issuer of debt securities
registered on the regulated securities mark&hioolug.

In its preparation of the balance sheet, indemenstacash flow statement and notes (‘financial
statements’), the Company took due note of iaddadpgdlid International Accounting Standards
(IAS/IFRS) as at 31 December 2005, includingotinngcframework for their application and
coherence. In the application of these stahdaCasnpany took into consideration its caseobbject
business, any circumstances specific to the Camapamy differences.

The Company’s financial statements have beed pregerthe historical cost convention, with the
exception of property used for letting purpicbes, whasured at its fair value.

The preparation of financial statements in tgonfitinminternational Financial Reporting Standards
requires the application of certain fundamentairarestimates. It also requires the management
exercise its judgement in the application ahgaay® accounting policies. Areas involvireg a high
degree of judgement or complexity, or areassaln@Ei@ns and estimates are significant to the
financial statements, are disclosed in Note 4.

2.2 Segment reporting

A business segment is a set of assets and actorperated in the process of providing roducts
services that are subject to risks and retarast diftm those of other business segments. The
Company mainly provides the following seivwc€gynof Prague:

- congress services,

- hotel services,

- property letting.

2.3 Foreign currency translation

(a) Functional and reporting currency
The financial statements are presented in Gueshwdnah are the Company’s functional cudrency an
reporting currency.

(b)Transactions and balances

Foreign-currency transactions are translated fotectional currency based on the exchange rates
prevailing on the transaction date. Foreigneexggetias@nd losses resulting from these transaction
and from the translation of financial assebibieslidenominated in foreign currenciesnbteed o
year-end exchange rate are reported in the iatament unless they are reported under equity as
cash flow hedges.

16



2.4. Investment property

These investments are initially reported htfaibvaseed on a regular valuation (at leaseontiereg
years) by independent external surveyors.

2.5 Property, plant and equipment

Land and buildings mainly comprise a hoteldndildorgyress building.

On initial transfer to IAS/IFRS, land parcealddamglsbare subject to fair value remeasurdgheent in
opening balance sheet. This fair value is tleenasethe initial valuation of the cost matekin f
periods. Accumulated depreciation was conwertedffigient which is determined as the hatio of t
revalued amount and the carrying value of tthighasseme ratio is used to restate the gessovalu
the carrying amount of the asset after reveduati®its fair value.

Any increase or impairment in the value of lanttiengs was reflected, in the initial tramefaimed
earnings (other funds).

All other plant and equipment and other as&etaingta functioning unit with the hotel dndding
congress building are reported at historicat aafsaecumulated depreciation. The histoiscal cost
include costs directly related to the acqdigiearelevant items.

Subsequent expenditure is included in the aaoyimgof the asset or is reported as a segatate as
but only if it is likely that the future ecoapefit dbnnected with the item is to be recdived by
Company and that the acquisition cost of tla@ ibematiably measured. All repairs and mantenanc
are stated in the income statement in the @cpetnotinn which they originate.

2.6. Depreciation of plant and equipment

Land is not depreciated. The VySehrad Businesg'EIewvi), intended for long-term letting, is not
depreciated as it is fair valued.

The depreciation of other assets is calculagtchightaline basis with a view to addingythisiti@c

cost or revalued amounts to their carryingelatie $athe period of estimated useful liésvas fo

- Hotel building 50 years

- Congress building 50 years

- Machinery, equipment and components of hotgjrasd bailding 3 —12 years

- Vehicles 3to 4 years
- Furniture and fixtures 3 to 6 years

The carrying value of assets and their ussfak$itsssed and, where necessary, adjustedchs at ea
balance-sheet date. If the carrying amount sétas hgher than its realizable value, theg carryi
amount of the asset is reduced to its reallmabMtkammediate effect (Note 2.5).

2.7 Intangible assets

(a) Trademarks and licences

Trademarks and licences are stated at hisstriteh@demarks and licences have a fixedeugsefil lif
are reported at cost less accumulated amonieationlated amortization is calculated oria straig
line basis with a view to allocating the eakgroétks and licences over the estimatedeusetal 10
years).

17



(b)Software
Software licences are capitalized based onuegpendihe acquisition of specific software and on
putting it into service. These costs are ameetizbd estimated useful life (three years).

Expenditure connected with the developmenteoamoairdf software is reported as an expense on
disbursement. Expenditure directly connectieel evéehtion of precisely defined and unique softwar
products, controlled by the Company, whichbablif gemerate future economic benefits far af perio
longer than one year and at a level higher #tajuigigon cost is reported as intangible2issets.
costs include the personnel expense of workigtiocgrtio the development or software, and the
corresponding proportion of overheads.

The cost of software development recognizets as ass®tized over the estimated usefulfbfea(but
maximum of three years).

2.8. Impairment of fixed assets

Assets with an unlimited useful life (e.g. mobkarefnot depreciated and are subjectedriaan a
impairment test. Assets which are depreciassessedafor impairment whenever particularrevents o
changes in circumstances indicate that theg aaroyint need not be realizable. An impaisnient los
stated at the amount by which the carrying faroastet exceeds its realizable value.. Zakleeali
value is the fair value less the selling pinee/aiue in use, whichever is higher. In as$&sto
impairment, assets are grouped at the lowdst ledeth separately identifiable cash floficaskist
generating units’).

2.9 Financial investments
Classification of financial investments

The Company classifies its financial investtherftdlowing categories:
- securities measured at fair value
- loans and receivables
- held-to-maturity investments
- available-for-sale financial assets

The classification depends on the purpose fahevimeestments were acquired. The Company
management sets the classification of invegioremtiiai recognition, and reviews thisatiass#
at each reporting date.

(a)Securities measured at fair value

This category has two sub-categories: finaetsaheldsfor trading and financial assets ctlassifie
initial recognition at fair value through dosf#. & financial asset is placed in this cHtégary
acquired primarily for the purpose of shortetenmif shus labelled by the management. &eaxativ
also placed in the category of items heldniprurdess they are intended for hedging pégsetss.

in this category are classified as short-teymarié theld for trading or if they are expbetedaized
within 12 months of the balance-sheet dateh®yeag, the Company did not hold any inv@stments
this category.
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(b)Loans and receivables

Loans and receivables are non-derivative &sseisalith fixed or determinable paymentsrtbiat are
guoted on an active market. They arise if theyGmoyedes funds, goods or services direetly to th
debtor without planning to trade in the recEhabkere stated under short-term assets, esx@pt wh
maturity periods last longer than 12 monthe dftdarice-sheet date. These are classified as fixe
assets. Loans and receivables are includedadadecéivables and other receivables (Note 2.11) i
the balance sheet.

(c)Held-to-maturity investments

Held-to-maturity investments are non-deriaatiia issets with fixed or determinable paychents a
with a fixed maturity which the Company managenasnand is able to hold until maturity. The
Company does not have any held-to-maturityrits/zestme

(d)Available-for-sale financial assets

Available-for-sale financial assets are noival@rstaiments which are either classifiechgisdpéto

this category or are not classified in anyre¥ithesgcategories. They are included in fiteedrdsse

the management intends to sell the investnmeb? withriths of the balance-sheet date. The Company
did not hold any investments in this category.

Purchases and sales of investments

Purchases and sales of investments are recogihieg¢chde-date, i.e. the date on which theyCompan
commits to purchase or sell the asset. Investenenitslly recognized at fair value plustibansac
costs for all financial assets not carriedvatiéathrough profit or loss. Investments cogrizsd

when the rights to receive cash flows fromstheemsehave expired or have been transfered and t
Company has transferred essentially all riskgaatsl of ownership.

Reporting and valuation of investments
Loans and receivables and held-to-maturity nitwestenstated at their carrying amount using the
effective interest method.

Gains and losses arising from changes in éhgefair the ‘financial assets at fair value pinoditigin
loss’ category are included in the income siatdreqrgriod in which they arise.

Changes in the fair value of non-monetaryssetastifed as available for sale are recagnized i
equity. When securities classified as avaikdie-doe sold or impaired, the accumulateldefair va
adjustments recognized in equity are includednrortie statement as ‘gains and losses from
investment securities’.

The fair values of quoted investments are baseehomid prices. If the market for a fasswatisd

not active (and for unlisted securities), thenCestghlishes fair value by using valuati@uéschni
These include the use of recent arm’s lengtitidrensaeferences to other instruments that are
practically the same, discounted cash flow amalysistion pricing models depending on the
circumstances specific to the issuer.

Impairment of investments
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At each balance sheet date, the Company assetsestivene is objective evidence that a financial
asset or group of financial assets is imp#iedabe of equity securities classified atedeaitaie,

a significant or prolonged decline in the damf Wadisecurity below its cost is considerdidadori

that the securities are impaired. If any sunbeeeklsts for available-for-sale financial thssets,
cumulative loss — measured as the difference thet\mequisition cost and the current falesalue,

any impairment loss on that financial asseslpm@dognized in profit or loss — is removeqguitpm

and recognized in the income statement. Imjmsise®nécognized in the income statement on equity
instruments are not reversed through the ineonansta

2.10 Inventories

Inventories are stated at the lower of costraatisaétie value. Valuation at the value demvibe f
measurement of disposals at a value deterntireddighted arithmetic average is also considered a
cost valuation method. The cost of inventoriesesatapign costs, raw materials, direct kgour, o
direct costs and related production overheatlsrfbasenal operating capacity). It excludeadorrow
costs. Net realisable value is the estimatgdpse#inn the ordinary course of businesse less th
estimated variable costs necessary to make the sale

2.11 Trade receivables

Trade receivables are recognized initiallyaiidaand subsequently measured at amortizgdgcost u
the effective interest method, less provisipaifonent. A provision for impairment of tigeblesce

is established when there is objective evidatheeGbanpany will not be able to collect ait almeun
according to the original terms of receivablsiolihe of the provision is the difference liedéween
asset’s carrying amount and the present valimeatécefuture cash flows. The establishment of the
provision is recognized in the income statement.

The Company applies the following method fabliekreent of provisions for trade receivables:

Receivables overdue by more than Provision as part of the amount of [the
receivable:

2 months 20%

6 months 50%

9 months 80%

12 months 100%

2.12 Cash and cash equivalents

Cash and cash equivalents includes cash inpguaitd, feld at call with banks, other shorgtigrm hi
liquid investments with original maturities wiothifes or less, and bank overdrafts.

2.13 Registered capital
The total registered capital is CZK 7,138,00(& 060istered capital is fully paid up.

The registered capital is distributed as follows:
71,380 registered shares with a nominal vakié@d,0@0 per share
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Under the Company’s Articles of Associaticaretharghregistered, certificated and transiéble.
Company is currently making arrangementsdsuehe®rdinary shares are classified as equity.

As at the date on which these Notes to thel Stateamrents were prepared (see Note 14. $ignifican
events after the balance-sheet date), all mm#ribuhe registered capital had been remidtesed
Commercial Register. The registration of itagianfdras not yet entered into force.

2.14 Reserve fund, retained earnings and other fund

In keeping with the current Articles of Assacdcibommercial law in force in the Czech Republic,
fixed percentage (5%) of the share of the Copnpfitnigsallocated to the reserve fund inramxorda
with a decision of the General Meeting of Sdrareh®ld matter of priority, the reserve geults u
cover the Company’s losses.

In the first year of the switch to ISA/IFR&itieel arnings included, in the opening baahes sh

at 1 January 2005 and retroactively as at 1 d@0daffpr the sake of comparison), the difference
generated by the impairment in land, buildisigscames in relation to the fair value ofssetse a

the settlement of deferred tax created undest@zéatds, and other differences created by the
conversion to IAS/IFRS (see the Statement of GHaqEy).

Changes in the fair value of available-fortg#tiesaad other items are reported in other funds

2.15  Profit, profit distribution and dividend payme

In accordance with legislation in force in th@&&adllic, the profit is approved and didtilibeed
General Meeting further to the relevant prof¥istemnsCompany’s Articles of Association and in
accordance with the legal provisions of the @b@odec

Dividend distribution to the Company’s sharehmdegnized as a liability in the Compamgial fina
statements in the period in which the dividepgsared by the Company’s shareholders.

2.16 Loans and borrowings

Borrowings are recognized initially at faBaatmeings are subsequently stated at amottizgdgos
the effective interest method.

Loans and borrowings are classified as cuititees Lisibess the Company has an uncondhioteal rig
defer settlement of the liability for at leasiti® after the balance-sheet date.

2.17 Deferred income tax

Deferred income tax is provided in full, ukaiglithenethod, on temporary differencebeatisssm
the tax bases of assets and liabilities arartyie amounts in the financial statementser Hbevev
deferred income tax is not accounted for@as iframis initial recognition of an asset or ilahilit
transaction other than a business combinadgibthéhtiine of the transaction affects neithatirgco
nor taxable profit or loss.
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Deferred income tax is determined using taanchiesvg) that have been enacted or substantially
enacted by the balance sheet date and are éxpgtlydvhen the related deferred income tiax asset
realized or the deferred income tax liabtliiyds se

Deferred income tax assets are recognizedtenthibat is probable that future taxabieilpiuit
available against which the temporary differefmeatdized.

2.18 Provisions

The Company recognizes provisions for expsctedl riskses. Provisions are recognized when the
Company has a present legal or constructivenotigatesult of past events and it is mpotiedikel

not that an outflow of resources will be reqeetlhk tthe obligation; the amount may bebn reliab
estimated. Provisions are not recognizecefoparating losses.

2.19 Revenue recognition

Revenue comprises the fair value of the carsicsraitred or receivable for the sale of goods and
services, net of value added tax, rebates amtslisktost of the Company’s revenues areorelated t
the provision of services from the organizatigraesses, the provision of hotel serviceg-a@drion
property leases. Revenues from the provisiooesf @er recognized if:

- the sales can be reliably measured,

- itis highly probable that the Company wiliunevecéinomic benefits,

- the stage of completion of the transactiorakrnte-theet date can be measured reliably,

- the cost of the services, or of the completigices,scan be measured reliably.

2.20 Leases
Operating lease with a lessee

A lease is classified as an operating leasgnifiGarsi portion of the risks and rewards tocident
ownership is retained by the lessor. Paymenisdeadperating leases (net of any incentived recei
from the lessor) are charged to the income statengraight-line basis over the perioéadehe |

Finance lease with a lessee

Under a finance lease, risks and rewards mcigerare transferred to the lessee. On commtencemen
of a finance lease, the assets used under theeleapitalized at a lower value, based arnvéledai

of the leased asset or the present value ointenntease payments. Each lease paymenttesaplit in
liability part and a finance expense part ito adeileve a constant rate for the outstanding leas
payments. The corresponding amount of a légsenbaluf financial charges, is includedtemthe
‘other long-term payables’. The interest comipbnantial costs is reported in the incomerdgtatem
over the duration of the lease with a viewrtg areanstant, repeating interest rate formithdeeof

the liability balance for each period. Propettangl equipment acquired under a finance lease is
depreciated over the shorter of the assetlgausefile duration of the finance lease contract.

The Company made negligible use of financa RB@3®sand 2004, finance leases were related solely
to movable assets.

2.21  Comparative information

22



The Company prepared its financial statemerdsdanee with IAS/IFRS for the first time as at 31
December 2005, and comparatives are discl@&dviith2he use of accounting policies agipdied in
accounts and preparation of the financial stdi@ntbatyear ended 31 December 2005. The opening
balance sheet for the conversion to IAS/IFR8paeesd jas at 1 January 2004, and all changes
connected with the transfer to IAS/IFRS werd teytent ‘Retained earnings’. Comparatives for 2004
and 2005 report no significant derogationaouhéragpolicies, valuations and reportinguseihod

2.22 Grants

Grants for operating activities and the debtaserstiated in revenues based on the matcaiphg prin
with expenditure. Grants may be made primainiégy/ftrods of the European Union.

3 Financial risk management

3.1. Currency, interest-rate and liquidity risk

Financial risk management is the responsth@éitCaipany’s economic section in accordance with
rules approved by the Board of Directors. They@easathe currency, interest-rate and fiskuidity
Other financial risks, such as price risk,rast givein the Company’s field of activity.

(a) currency risk

The Company bears the currency risk from maovémeeakdhange rate applicable to a loan and
foreign-currency bond issued and redeemed Thigworrency risk is hedged by foreign-currency
income in euro from hotel services renderedCoynpla@y. The Company does not apply hedging
operations.

(b) interest-rate risk

The Company has an interest-rate risk attamingdeton credits and loans received. Credassand lo
with a variable interest rate expose the Contipaimyteoest-rate risk of cash flows. Creditixeih
interest rate expose the Company to the ineerest-od fair value. The Company does not use any
financial instruments to manage the interest-aaie does not hedge this risk.

(c) liquidity risk

The Company bears significant liquidity risleatiaronvith the redemption of bonds, longeigsm cre
and loans. This risk is regularly discussed @dmpgany’s main shareholder and with the gafarantor
the bonds issued (the Ministry of Finance etthR&mblic). The Company’s main assets pre tied u
in land, buildings and structures.

(d) other risks

The Company has no other significant markedrdimantnal risks connected with its ordimaaysbusi
activities. The Company does not currentlgnegd fierivatives (forwards, swaps or optioas) in
management of its risks.

3.2 Fair value estimation
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The estimate of the fair value of assets metdairedatue (e.g. financial investments indand an
buildings as cash-generating units) is basectrdnntarket prices at the balance sheet date. If no
market price is available, the realized vatimit#raasset in the relevant accounting pesiclys
considered the fair value. If these prices eastertained, an expert valuation based oetlyald m

is applied.

To determine the fair value as at 31 Decemban 2Rp8rt valuation drawn up in accordanee with th
perpetual bond yield method. Based on thehtetatéasiable rent from property at the givardtime
place, with the consideration for future develibygream of all estimated future yields frenty,prop
discounted to present value, was calculated.

4 Critical accounting estimates and assumptions

The Company makes estimates and assumptionsigdheerfature. The resulting accounting
estimates will, by definition, seldom equaltéideactlial results. The estimates and assuhgitions
have a significant risk of causing a materialesdjts the carrying amounts of assets ares liabili
within the next financial year are discussed below.

(a)Income taxes

The Company is subject to income taxes in thRepodtils. Where the Company does not have
information about income tax available as @ tfigmdgaration of the financial statemdrdasighe

a qualified estimate made in cooperation walk\éstax The Company reports tax losses ig the lon
term.

(b) other estimates

Other estimates made by the Company are stededgaizbed based on an expert assessment, past
experience, statistical surveys and calculahiosxdeat estimate is documented with the neethod us
to estimate the circumstance in question.
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Additional information

1. Segment information

At 31 December 2005, the Company was orgatlized m#n segments:

- Hotel

- BCV

- Congress building
2005

Congress

TCZK Hotel BCV building Total
Merchandise revenue 64,773 18 64,791
Product and service revenue and capitalization 179 188, 64,940 278,369 531,488
Other operating income 3,467 164 4,463 8,094
Cost of merchandise sold (19,261) (32) (19,293)
Consumption (97,543) (10,581) (158,657) (266,781)
Personnel expense (46,547) (1,516) (72,177) (120,240)
Depreciation and amortization of fixed assets: 691) (45, (48) (83,394) (129,133)
Other operating expenses (4,237) (2,054) (6,911) (13,202)
Operating profit 43,140 50,905 (38,321) 55,724
Profit from the adjustment of the fair value of
property investments 290 290
Loss from the adjustment of the fair value of
property investments
Profit (loss) from the adjustment of the fair value
of property investments 290 290
Financial income 13,548 81,893 95,441
Financial costs (16,180) (121,197) (137,377)
Profit (loss) from financial operations (2,633) (39,303) (41,936)
Income tax
Net commercial profit 40,507 51,195 (77,624) 14,078
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2004

Congress
TCZK Hotel BCV building Total
Merchandise revenue 52,994 52,994
Product and service revenue and capitalization 943 197, 64,282 264,145 526,370
Other operating income 2,909 317 2,8626,088
Cost of merchandise sold (16,709) (16,709)
Consumption (98,031) (10,785) (140,698}249,514)
Personnel expense (42,978) (1,516) (73,q81y,561)
Depreciation and amortization of fixed assets: 198) (47, 299 (48,164) (95,063)
Other operating expenses (2,075) (1,292) (8,528),895)
Operating profit 46,855 51,305 (3,450) 94,710
Profit from the adjustment of the fair valperty pro
investments
Loss from the adjustment of the fair valuertyf prope
investments (1,820) (1,820)
Profit (loss) from the adjustment of the fair vaflue
property investments (1,820) (1,820)
Financial income 13,709 107,642 121,351
Financial costs (17,199) (122,116) (139,315)
Profit (loss) from financial operations (3,490) (14,474)  (17,964)
Net commercial profit 43,365 49,485 (17,924) 74,926
Segment assets
TCZK 2005
Hotel 663,341
BCV 477,592
Congress building 1,945,813
Unallocated assets 335,700
Total assets 3,422,446
Segment liabilities
TCZK 2005
Hotel 610,504
BCV 510,488
Congress building 1,466,611
Unallocated assets 275
Total liabilities 2,587,878
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2. Financial expenses and income

TCZK Note 200! 200: -
financial income — interest 1,59! 1,59
financial income — exchange rate g 93,82 119,735
financial income — other 2 22
financial expenses — interest on loz (118,94; (122,461))
financial expenses — exchange rate
losses (15,39¢  (12,85¢)
financial expenses — other (3,03t (3,99¢)
15 (41,93¢ (17,96¢)

3. Income tax

In 2004 and 2005, the Company paid no incoméotéexxdosses. In 2004, the Company did not apply
the tax depreciation of tangible assets, aidiira@pied tax depreciation in part (deprgmatisnl
and 2).

4. Investment property

Year ended 31 December 200¢ Note Buildings and land

Opening carrying amount 683,065
Revaluation surplus (deficit) (205,47. )
Opening carrying amount 477,592
Additions 1,821
Disposals

Revaluation surplus (deficit) (1,820)
Closing carrying amount 477,592

Year ended 31 December 200¢

Opening carrying amount 477,592
Additions

Disposals (290
Revaluation surplus (deficit) 29(
Closing carrying amount 1 477,592

The carrying amount of investment propertgiisvétieef determined on the basis of an independen
expert’s opinion as at 31 December 2005 usehg) tietlyod. The expert drew on discountedvcash flo
projections based on reliable estimates offltutews, supported by the terms of any easting |
and other documents such as current marketsmnitarf@roperties in the same location anshgondi
and using discount rates that reflect currehtassag®ments of the uncertainty in the amount and
timing of the cash flows. Investment propelg thellBCV building, the premises of whickoare let
tenants. Significant leases are concluded-ferrfixedancies with the right of renewal.

27



5. Property, plant and equipment

Vehicles,
machinery,
Land and  furniture and

TCZK Note  buildings fixtures Works of art Total
At 1 January 2004
Replacement or acquisition cost prior to
revaluation 8,502,634 227,216 53,599 8,783,449
Accumulated depreciation (954,748) (112,108) 0 (1,066,856)
Net book value 7,547,886 115,108 53,599 7,716,593
Revalued cost 3,012,262 227,216 53,599 3,293,077
Accumulated depreciation (260,265) (112,108) 0 (372,373)
Net book value 2,751,997 115,108 53,599 2,920,704
Year ended 31 December 2004
Opening net book value 2,751,997 115,108 53,599 2,920,704
Additions 3,556 7,716 275 11,547
Shortages, damage, disposal of assets 0 (23) 0 (23)
Depreciation (56,652) (35,151) 0 (91,803)
Closing net book value 2,698,901 87,650 53,874 2,840,425
At 31 December 2004
Cost 3,015,818 233,270 53,874 3,302,962
Accumulated depreciation (1,011,400) (145,620) 0 (1,157,020)
Net book value 2,004,418 87,650 53,874 2,145,942
Year ended 31 December 2005
Cost 3,015,818 233,270 53,874 3,302,962
Accumulated depreciation and
impairment (316,887) (145,650) 0 (462,537)
Net book value 2,698,931 87,620 53,874 2,840,425
Opening net book value 2,698,931 87,620 53,874 2,840,425
Additions 3,340 3,900 230 7,470
Shortages, damage, disposal of assets (1,404) 1,310 0 (94)
Depreciation (91,714) (35,341) 0 (127,055)
Closing net book value 2,609,153 57,489 54,104 2,720,746
At 31 December 2005 2,004
Cost 3,018,022 233,558 54,104 3,305,684
Accumulated depreciation (408,869) (176,069) 0 (584,938)
Net book value 2 2,609,153 57,489 54,104 2,720,746

Land and buildings owned by the Company vesealast oy independent experts as at 31 December
2005. The valuation was conducted with theeugelof tnethod. On the initial conversiorafroiad fin
statements in accordance with Czech accoudéitignsegu financial statements in accordance with
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IAS/IFRS, the property was subject to fairmahsirement in the opening balance sheetr This fai
value, adjusted for depreciation, additionpe@salsdeccurring retroactively from the dataratipre

of the opinion until 1 January 2004, is coribelénédhl valuation of the cost model indttds. p

The revalued surplus or deficit, less the cdmgspeferred income tax, was recognized unddr reta
earnings within the scope of equity.

Aggregate amount of assets not disclosed in tlaatakheet

2005 2004
Low-value tangible fixed assets at the repiarting da 45,635 46,088
Low-value intangible assets for the period 123 58

The following pledges and easements apply:to assets

A ‘Mortgage Agreemembncluded between the Company and the Czed) Rgpebdinted by the
Ministry of Finance of the Czech Republic,abf ZOB2rwhich fully replaces a mortgage agreement
3 November 1998. The mortgagee is the Minisiaycef &f the Czech Republic, based on the
assumption of a government guarantee for basdisbyssihe Company in the amount of
EUR 55,000,000.

The collateral is the Company’s immovable gissetsdén Ownership Title Certificate NosLié81, is

by the Praha-sto Land Registry, municipality: Prague, cddasttalNusle. The legal effect of the
registration of this agreement is the cancasil#tienoriginal mortgage agreement concluded on 3
November 1998 between the same contractingnplastitgecorded in the Company’s ownership title
certificate. An application for the deletioheof tineler the cancelled agreement has beéadsidomit

the Land Registry and is being processed. Atioapphs also been submitted to cancel the lien
registered in Ownership Title Certificate Nad2€2al district: Podoli.

In connection with the granting of a loanttthétloliday Inn PCC, an easement was esiablished
favour of Erste Bank (building with land refgstryce number 1684; parcel number 1101/6, in
Ownership Title Certificate No 1431, cadasttaNiiste). The legal effects of the insehismigifit

were established as at 15 June 2001. Basedreerarra@f 26 June 2003, Erste Bank assigned its
receivable comprising the granted credit to Bs#WAZ B.s.; further to this assignment, on 13 July
2003 it signed an agreement with KCP, a.s.rawalbiftain the agreement establishing an easement.
The easement established in favour of Erste Bdeleted as of 22 March 2006, pursuant to an
application of 2 February 2005.

A mortgage agreement was concluded between dhg, @antipe mortgagor, and BAWAG Bank CZ
a.s., as the mortgagee, to secure receivalddgiby plset of the mortgagor’s tangible bgsieisss a
acquired by loan, in the autonomous organiratideiatlled the Hotel Holiday Inn Prague Congress
Centre, operated by the Company and managedAateRG.s., in the notarial Register of.Pledges
This was Pledge Entry No 207/2003 in the Relgistiyes, made by the notary Martia, Kvith

effect as of 1 July 2003; the amount of the reseivable is EUR 3,367,248.65.
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6. Intangible assets

Patents,
copyrights,
trademarks
Emission and
At 1 January 2004 Note allowancestradenames  Software Other Total
Cost 0 222 11,932 779 12,933
Accumulated amortization and impairment 0(178)  (6,540) (413) (7,131
Net book value 0 44 5,392 366 5,802
Year ended 31 December 2004
Opening net book value 44 5,392 366 5,802
Additions 411 433 21 865
Amortization (75) (2,994) (193) (3,262)
Closing net book value 380 2,831 194 3,405
At 1 January 2005 Note
Cost 602 11,895 800 13,297
Accumulated amortization and impairment (222)  (9,064) (606)  (9,892)
Net book value 0 380 2,831 194 3,405
Year ended 31 December 2005
Opening net book value 0 380 2,831 194 3,405
Additions 0 3,129 112 0 0 3,241
Amortization 0 (41) (1,905) (133) (2,079)
Closing net book value 0 3,129 451 926 61 4,567
At 31 December 2005
Cost 0 3,129 714 11,895 800 16,538
Accumulated amortization and impairment 00 (263) (10,969) (739) (11,971)
Net book value 3 3,129 451 926 61 4,567
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7. Deferred taxes receivable

Deferred income tax assets and liabilitieseageoffase there is a legally enforceableaifsiet to
current tax assets against current tax liabithiesase at hatite deferred income taxes relate to the
same fiscal authorTige offset amounts are as follows

Gains and
losses fromr
Difference remeasurem: Remeasurer
between ne t to fair value nt to fair valt
tax and boo accordance on initial Tax losses ¢
Deferred taxation Note values with IAS 4C transfer assets Othe Tota

At 1 January 2004 (859,57 57,53 1,328,1¢ 75,36 2,62! 604,103

Impact on income
statement 82,08 (3,63¢ (95,34. (50,50! (786  (68,18¢)

Impact on equity
At 31 December 200 (777,48 53,89 1,232,81 24,85 1,83t 535,925

Impact on income
statement 71,28 (4,21¢ (94,76 (18,08: (564 (46,34:)

Impact on equity
At 31 December 200 (706,20 49,68 | 1,138,0¢ 6,77 1,27' 489,583

Deferred income tax assets are not recograzedgsrcarry-forwarfse realisation of the related tax
benefit through future taxable profits is irprobabl

In 2005, a rate of 24% (2004: 26%) was usedlauldt@on of deferred tax. The differencdransing
the tax rate change in 2005 was TCZK 46,34202R@®%B,185).

The deferred tax liability of TCZK 706,207 isnbdeedifference between the net tax andumook val
prior to the remeasurement of buildings andthemdféxr value as part of the initial contersion
IAS/IFRS reporting. The remeasurement gagereseivable if TCZK 1,138,057.

Other differences stem from the creation ofesertas and value adjustments.

8. Trade inventories

TCZK Note 200! 200: .
Raw materials 7,13! 7,21
Goods 1,95 2,211

4 9,08! 9,42
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9. Trade and other receivables

TCZK Note 200! 200- -

Long-term receivables

Payments on account 6¢& 5(C
14 6¢ 5C

Short-term receivables

Trade receivables 35,71 34,503
Other receivables 26,08 58,765
Temporary and estimated items 2,23 3,621

5 64,02 96,89 |

Trade receivables have the following structure:

TCZK Note 2005 2004
Receivables not yet due and receivables 186 tha

days overdue 21,175 19,561
Sum of payables overdue by 180 days or more: 13,891 14,624
Receivables with a maturity period of longeetivan 644 318

35,710 34,503

Other receivables include the hotel's fundbagedhon agreements in force, are held in the bank
accounts of Targa Hotels, a.s. and as at 31 b6@mlveported a balance of TCZK 24,498 (2004:
TCZK 57,174).

In 2005, the Company created value adjustneeeisables in bankruptcy proceedings and overdue
totalling TCZK 15,948 (2004: TCZK 15,214).

10. Cash and cash equivalents

Note 200! 2004
Cash in current accounts and cash in hand 123,15 13,251
Short-term bank deposits 23,20 69,509

6 146,35 82,760
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11. Equity and changes in equity
11.1. Registered capital
71,380 registered shares with a nominal vakué@,G20 per share
Under the Company'’s Articles of Associaticaretharehregistered, certificated and transféable.
Company is currently making arrangementsdsudheir
11.2. Retained earnings in equity as at 31 Dec2atlter
Retained earnings reported in accordance vathdFRISDecember 2005 . (TCZK 6,317,510)
Of which:
a) Retained earnings reported as at 31 December 2003
in accordance with Czech Accounting Standards................... (TCZK 2,220,729)
b) Differences from the initial conversion to IFRS
reported in the opening balance sheet oo, (TCZK 4,1y1,70
c) Profit/loss for 2004
reported in accordance With IFRS ...........ccccceiiiiicce e, ZKTa,926

Explanations to points a) and b)

a) Retained earnings reported as at 31 December 2003
in accordance with Czech Accounting Standards.......... (TCZK 2,220,729)

This figure is reported in the Company’s aumditgdimancial statements as at 31 December 2003,
prepared in accordance with Czech AccountimgsStanda

b) Differences from the initial conversion to IFRS

reported in the opening balance sheet ..., (TCZK 4,171,707)
of which:
ba) Impairment of land and buildings and feenvehseirement .......... (TCZK 4,948,909)

On initial transfer to IFRS, in accordanc& W@hHhA value of Kongresové centrum Praha, a.s.
was reduced in the opening balance sheet andrétRioed value was considered the initiahvaluatio
of the cost model. The administration buildilsg sakject to revaluation and fair value remesaisur
in the opening balance sheet. The impairmdraraf lawnldings and the fair value remeasureeent we
reflected in the initial conversion to IFRSconneia@ed losses in equity.

bb) cancellation of deferred tax liability..........c..oovviiiiiiiiinnn. T8ZR90
As part of the initial conversion of the attwdbRIS, the Company cancelled the deferred tax

liability in favour of equity. In accordancASwitR, Ithe Company reported deductible temporary
differences. Deferred taxes receivable are ned sepb recognized by the Company in the financial
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statements prepared in accordance with IFRS therause not reasonable assurance that the
Company will be able to use the deductible yatiifeoearces against future taxable profitésée No

bc) Elimination of iNtangible aSSetS e eevevviieeeee e (TCZK 6,088)

The Company eliminated, against accumulateth Itssesansfer of accounting to IFRS,
intangible assets which do not comply withithimeatgiof international accounting standanég and
reporting (see Note 6).

11.3. Earnings reported in accordance with IF&8)(pr....... TCZK 14,078

11.4. Earnings per share

Earnings per share in 2005 were CZK 197 (20045CZKhe numerator of the equation for the
calculation of earnings per share is the Congbaumgft. All the Company’s shares are dndireey s

the Company has not issues any preferred sbkadesoihnator is the average number of shares in
circulation in 2005, i.e. 71,380 (2004: 71h@80hmpany has not acquired any of its own shares.

12. Loans and borrowings

TCZK Note 200! 200: .
Long-term

Bank loans 700,00 623,333
Other loans 65,14 84,581
Liabilities under leases 20: 0
Non-convertible bonds 1,595,27 1,675,515
Total 13 2,360,6: 2,383,4¢2
Short-term

Bank loans 90,00 168,983
Other loans 19,44 21,77
Liabilities under leases 74 0
Total 8 109,51 190,755

Bank loans and borrowings are secured by dataméntsof the City of Prague and by a pledge of
Company lands and buildings in the notarinbfqgesiges (see Note 5).

The maturity of loans and borrowings is stascholieds:

TCZK Nott 200! 200: .

within 1 year 109,51 280,755

between one and five yea 32,84 585,417

over 5 years 700,00

maturity not specified 32,50 32,50)
874,86 898,672
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On 11 March 2005, an agreement was concludedesithidénka for the restructuring of loans from
ivnostenska banka and PPF banka.

In 2004, the Company had the following loamsoamagso

- Bank loan advanced by PPF banka a.s. of 61Aprih20@mount of CZK 169 million, repayable
in 2005, charged interest at REPO CNB pluseD. 4% mterest was altered by an addendum
in 2005 to 3M Pribor 2.25% p.a. Paid in 2005.

- Loan advanced by ivnostenska banka on 28 Jinytta®@dnount of CZK 800 million. Interest
charged at 1M PRIBOR plus 0.1975% p.a. Paid in 2005

- Bank loan granted by DEXIA Kommunal kredis.Bam, duly 2003 in the amount of CZK 90
million. Interest charged at 1M PRIBOR plusd.Béfgayable as a lump sum. Will be paid as
a lump sum on 31 December 2006.

- Interest-free loan from the City of Prague ef IDJ&inn the amount of CZK 32.5 million.
Maturity not specified. Remains open in 2005.

- Loan from Targa Hotels a.s. of 27 April 208i¢htohkeithotel, advanced in euro at TEUR 3,772.
Repayable in monthly instalments until 2008. dhtegeed at EURIBOR plus 2.75 % p.a.
Remains open in 2005.

- Loan advanced by KB, a.s. on 11 March 2005auth@BCZK 700 million. Interest charged at
a fixed rate of 3.46 % p.a.

On 16 April 1999, the Company issued bonds EatRIIIBS million with a view to completing and
reconstructing the congress centre and consteudtotgl part and BCV for the requirements of the
meetings of the International Monetary FundlarigaMéoGroup in Prague in 2000. The bonds are
redeemable as a lump sum on 16 April 2014 amndresatrat a fixed interest rate of 5.73% p.a. The
coupon is repayable annually.

Long-term bank loans and issued bonds are cavitfedtexl reconstruction and completion of the
Company in order to host the meetings of thgomemMonetary Fund and World Bank Group in
Prague in 2000. The chief party initiating amskiooimnm the reconstruction and completion of the
congress centre was the state, representedibigtityeoMFinance. However, the state onlygdarant
the granted loans; the actual repayment of sitiesr@sponsibility of the Company.

In 2005, the Company concluded a four-yeanteastef@othe purchase of a car.

Minimum leas

TCZK Note payment Interes  Principg
within 1 year 91 17 7L
between one and five yea 25 4¢ 20

34 6t 27

Effective interest rates were structured astdhevimlance-sheet date.
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Note 200! 200: .

Bank loans 3.469 2.37%)
Other loans 5.579 5.599)
City of Prague loans 0% o
Liabilities under leases 109 0%
Non-convertible bonds 5.739 5.739)

The carrying amounts of the Company’s loansnairgatkshin the following currencies.

TCZK Note 200! 200: -

Czech crown 822,77 905,115

Euro 1,647,3¢ 1,669,121
2,470,1¢ 2,574,2¢.7

Exchange-rate developments in 2005 resultexhgeenath gains from issued bonds of TCZK 80,300.

13. Trade and other payables

TCZK Note 2005 2004

Long-term payables

Long-term deposits received and prepaid rent 562894
7 562 894

Short-term payables

Trade payables 33,169 31456

Temporary and estimated items 72,22471678

Social security and health insurance contributions

and liabilities to employees 9,003 8872

Liabilities to the government 2,613 1934
9 117,009 113,940

Of the reported amount of short-term trade pafablies of TCZK 407 in 2004 and TCZKD@51 in 2

were more than 180 days overdue.

The Company pays social security contributitms)Saeance contributions and its tax lisbilitees

locally competent authorities by the due dates.

14. Provisions

TCZK Note Legal entitlements

At 1 January 2005 980
Charged to the income statement

- additional creation of provisions 171
- cancellation of unused amounts

Drawn down in the period (980)
At 31 December 2005 10 171
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The reported amounts represent a provisiorfareaied fees and lawyers’ fees in relatioont act
brought against debtors. The balance as at 3feD2@@his expected to be used in 2006.

15. Explanation of the conversion to IAS/IFRS

The accounting policies referred to in thertfisgerpaapplied in the preparation of the financial
statements for the year ending 31 December 2008hamtesentation of comparatives from the year
ending 31 December 2004.

Comparison of the balance sheet (includingtequity)
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31 December 2003
TCZK

Situation in
accordance with
Czech Accounting

Elimination of Elimination of gain dkevaluation of assets

Cancellation of

Standards Reclassification Investment property intangible assetsloss from revaluationon initial conversion deferred tax liability IFRS
Assets
Investment property 0 0 683,067 0 0 (205,475) 0 477,592
Property, plant and equipment 8,353,605 0 (683,067) 0 (5,254) (4,743,431) 0 2,921,852
Intangible assets 6,737 0 0 (836) 0 0 0 5,901
Trade and other receivables 50 0 0 0 0 0 0 50
Non-current assets 8,360,392 0 0 (836) (5,254) (4,948,907) 0 3,405,395
Inventories 10,297 0 0 0 0 0 0 10,297
Trade and other receivables 130068 0 0 0 0 0 0 130068
Cash and cash equivalents 70,187 0 0 0 0 0 0 70,187
Current assets 210552 0 0 0 0 0 0 210,552
0
Total assets 8,570,944 0 0 (836) (5,254) (4,948,907) 0 3,615,947
Equity
Registered capital 7,138,000 0 0 0 0 0 0 7,138,000
Retained earnings (2,220,729) 0 0 (836) (5,254) (4,948,907) 783,290 (6,392,436)
Total equity 4,917,271 0 0 (836) (5,254) (4,948,907) 783,290 745,564
Liabilities
Loans and borrowings 792,317 106,357 0 0 0 0 0 898,674
Non-convertible bonds 1,782,275 0 0 0 0 0 0 1,782,275
Trade and other payables 133,918 (131,430) 0 0 0 0 0 2,488
Deferred tax liability 783,290 0 0 0 0 0 (783,290) 0
Total non-current liabilities 3,491,800 (25,074) 0 0 0 0 (783,290) 2,683,437
0
Loans and borrowings 35000 0 0 0 0 0 0 35000
Trade and other payables 126358 25,074 0 0 0 0 0 151431
Provisions 515 515
Total current liabilities 161873 25074 0 0 0 0 186946
0
Total liabilities 3653673 0 0 0 0 0 (783,290) 2870383
Total equity and liabilities 8,570,944 0 0 (836) (5,254) (4,948,907) 0 3,615,947
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31 December 2004

TCZK Situation in
accordance with
Czech Elimination of gain Revaluation of Cancellation of
Accounting Depreciation of Investment Fair value of  Elimination of or loss from assets on initial deferred tax

Standards  Reclassification impairment property investments intangible assets revaluation conversion liability IFRS
Assets
Investment property 0 0 0 684,887 (1,820) 0 0 (205,474) 0 477,592
Property, plant and equipment 8,131,825 0 125,548 (668,699) 0 0 (4,816) (4,743,432) 0 2,840,425
Intangible assets 3,959 0 0 0 0 (554) 0 0 0 3,405
Trade and other receivables 50 0 0 0 0 0 0 0 0 50
Non-current assets 8,135,834 0 125,548 16,188 (1,820) (554) (4,816) (4,948,907) 0 3,321,472
Inventories 9,426 0 0 0 0 0 0 0 0 9,426
Trade and other receivables 96,894 0 0 0 0 0 0 0 0 96,894
Cash and cash equivalents 82,759 0 0 0 0 0 0 0 0 82,759
Current assets 189,079 0 0 0 0 0 0 0 0 189,079

0

Total assets 8,324,913 0 125,548 16,188 (1,820) (554) (4,816) (4,948,907) 0 3,510,551
Equity
Registered capital 7,138,000 0 0 0 0 0 0 0 0 7,138,000
Retained earnings (2,220,729) 0 0 0 0 (834) (5,254) (4,948,908) 783,290 (6,392,436)
Current-period profit 2,242 0 125,548 16,189 (1,820) 283 438 0 (67,953) 74,926
Total equity 4,919,513 0 125,548 16,189 (1,820) (552) (4,816) (4,948,908) 715,337 820,490
Liabilities
Loans and borrowings 792,317 (84,400) 0 0 0 0 0 0 0 707,917
Non-convertible bonds 1,675,575 0 0 0 0 0 0 0 0 1,675,575
Trade and other payables 107,251 (106,357) 0 0 0 0 0 0 0 894
Deferred tax liability 715,337 0 0 0 0 0 0 0 (715,337) 0
Total non-current liabilities 3,290,480 (190,757) 0 0 0 0 0 0 (715,337) 2,384,386
Loans and borrowings 0 190,757 0 0 0 0 0 0 0 190,755
Trade and other payables 113,940 0 0 0 0 0 0 0 0 113,940
Provisions 980 0 0 0 0 0 0 0 0 980
Total current liabilities 114,920 190,757 0 0 0 0 0 0 0 305,675
Total liabilities 3,405,400 0 0 0 0 0 0 0 (715,337) 2,690,061
Total equity and liabilities 8,324,913 0 125,548 16,189 (1,820) (552) (4,816) (4,948,908) 0 3,510,551
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31 December 2005

TCzZK Situation in

accordance Elimination ofRevaluation of

with Czech Elimination of gain or loss assets on Cancellation

Accounting Reclassificatio Depreciation Investment Fair value of  intangible Emission from initial of deferred tax

Standards n of impairment property investments assets  allowances revaluation conversion Leases liability IFRS
Assets
Investment property 0 0 0 684,597 (1,530) 0 0 0 (205,475) 0 0 477,592
Property, plant and equipment 7,883,927 0 236,544 (652,470) 0 0 0 (4,378) (4,743,433) 555 0 2,720,746
Intangible assets 1,848 0 0 0 0 (407) 3,129 0 0 0 0 4,567
Trade and other receivables 68 0 0 0 0 0 0 0 0 0 0 68
Non-current assets 7,885,843 0 236,544 32,127 (1,530) (407) 3,129 (4,378)  (4,948,908) 555 0 3,202,973
Inventories 9,089 0 0 0 0 0 0 0 0 0 0 9,089
Trade and other receivables 67,427 0 0 0 0 0 (3,127) 0 0 (271) 0 64,029
Cash and cash equivalents 146,355 0 0 0 0 0 0 0 0 0 0 146,355
Current assets 222,871 0 0 0 0 0 (3,127) 0 0 (271) 0 219,473
0

Total assets 8,108,714 0 236,544 32,127 (1,530) (407) 2 (4,378)  (4,948,908) 284 0 3,422,446
Equity
Registered capital 7,138,000 0 0 0 0 0 0 0 0 0 0 7,138,000
Retained earnings (2,218,487) 0 125,548 16,189 (1,820) (554) 0 (4,816)  (4,948,907) 0 715,337  (6,317,510)
Current-period profit (33,224) 0 110,996 15,939 291 146 0 438 0 7 (80,515) 14,078
Total equity 4,886,288 0 236,544 32,127 (1,530) (407) 0 (4,378)  (4,948,907) 7 634,822 834,568
Liabilities
Loans and borrowings 790,000 (24,856) 0 0 0 0 0 0 0 203 0 765,347
Non-convertible bonds 1,595,275 0 0 0 0 0 0 0 0 0 0 1,595,275
Trade and other payables 85,146 (84,584) 0 0 0 0 0 0 0 0 0 562
Deferred tax liability 634,822 0 0 0 0 0 0 0 0 0 (634,822) 0
Total non-current liabilities 3,105,244 (109,440) 0 0 0 0 0 0 0 203 (634,822) 2,361,184
Loans and borrowings 0 109,440 0 0 0 0 0 0 0 74 0 109,514
Trade and other payables 117,011 0 0 0 0 0 0 0 0 0 0 117,009
Provisions 171 0 0 0 0 0 0 0 0 0 0 171
Total current liabilities 117,182 109,440 0 0 0 0 0 0 0 74 0 226,694
Total liabilities 3,222,426 0 0 0 0 0 0 0 0 277 (634,822) 2,587,878
Total equity and liabilities 8,108,714 0 236,544 32,127 (1,530) (407) 0 (4,378)  (4,948,907) 284 0 3,422,446
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Comparison of the profit and loss account (iatmeny at:

31 December 2004

Situation in
accordance with
Czech Tangible Elimination of Situation in
Accounting fixed assets Investment intangible Elimination of gain or Cancellation of  accordance
TCZK Standards IAS 16  property assets loss from revaluation deferred tax with IFRS
Merchandise revenue 52,994 0 0 0 0 0 52,994
Product and service revenue and
capitalization 526,370 0 0 0 0 0 526,370
Other operating income 6,088 0 0 0 0 0 6,088
Cost of merchandise sold (16,709) 0 0 0 0 0 (16,709)
Consumption (249,514) 0 0 0 0 0 (249,514)
Personnel expense (117,561) 0 0 0 0 0 (117,561)
Depreciation and amortization of fixed
assets: (237,082) 125,549 16,189 281 0 0 (95,063)
Receipts from the sale of fixed assets 0 0 0 0 0 0 0
Other operating expenses (12,333) 0 0 0 438 0 (11,895)
Operating profit (47,747) 125,549 16,189 281 438 0 94,710
Profit from the adjustment of the fair
value of property investments 0 0 0 0 0 0 0
Loss from the adjustment of the fair value
of property investments 0 0 (1,820) 0 0 0 (1,820)
Profit (loss) from the adjustment of
the fair value of property investments 0 0 (1,820) 0 0 0 (1,820)
Financial income 121,351 0 0 0 0 0 121,351
Financial costs (139,315) 0 0 0 0 0 (139,315)
Profit (loss) from financial operations (17,964) 0 0 0 0 0 (17,964)
Income tax 67,953 0 0 0 0 (67,953) 0
Net commercial profit 2,242 125,549 14,369 281 438 0 74,926
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31 December 2005

Situation in

accordance Elimination

with Czech Tangible Elimination  of gain or Cancellation Situation in

Accounting fixed assets Investment of intangible  loss from of deferred accordance

TCZK Standards Leases IAS 16 property assets revaluation tax with IFRS

Merchandise revenue 64,791 0 0 0 0 0 0 64,791
Product and service revenue and
capitalization 531,488 0 0 0 0 0 0 531,488
Other operating income 8,094 0 0 0 0 0 0 8,094
Cost of merchandise sold (19,293) 0 0 0 0 0 0 (19,293)
Consumption (266,900) 119 0 0 0 0 0 (266,781)
Personnel expense (120,240) 0 0 0 0 0 0 (120,240)
Depreciation and amortization of fixed
assets (256,120) (95) 110,996 15,939 147 0 0 (129,133)
Other operating expenses (13,640) 0 0 0 0 438 0 (13,202)
Operating profit (71,820) 24 110,996 15,939 147 438 0 55,724
Profit from the adjustment of the fair
value of property investments 0 0 0 290 0 0 0 290
Loss from the adjustment of the fair value
of property investments 0 0 0 0 0 0 0 0
Profit (loss) from the adjustment of the
fair value of property investments 0 0 0 290 0 0 0 290
Financial income 95,441 0 0 0 0 0 0 95,441
Financial costs (137,360) an 0 0 0 0 0 (137,377)
Profit (loss) from financial operations  (41,919) (a7) 0 0 0 0 0 (41,936)
Income tax 80,515 0 0 0 0 0 (80,515) 0
Net commercial profit (33,224) 7 110,996 16,228 147 438 (80,515) 14,078
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16. Significant post balance sheet events

1. In March 2006, based on a decision of the d¥lithistnvironment of 14 February 2006 on
permission for greenhouse gas emissions, they Gaoapaa allowances for 2005 and 2006.

2. In connection with preparations for the issulBcE@hpany’s shares, an application was
submitted for the registration of the full palynmeniCompany’s registered capital in the
Commercial Register. This entry was registagedtindd not entered into effect by the date
on which these Notes were drawn up.

3. In this respect, the time aspect of the regdoréggtered capital immediately after the
Company’s incorporation was checked. On thepdstaration of these Notes, the final
necessary documents were being checked. Hav€wvenp#my’s founder evidently failed to
comply precisely with all the limits referrébetdain. Therefore, the Company’s Board of
Directors is preparing steps in accordancereligivaingé provisions of the Commercial Code.
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Report on Relations between Related Entities
in the accounting period from 1 January 2005De@&imber 2005

Report on relations between the controllingrafidccentity and on relations between thied @mttioy
and other entities controlled by the samengomintily in accordance with Section 66a(9) of the
Commercial Code (Report on relations betweeentéiat)

1) Controlled entity

Kongresové centrum Praha, a.s.

5. kvtna 65, 140 21 Praha 4

registration number: 63080249

incorporated in the Commercial Register keptbydipal Court in Prague, Section B, Entry 3275

2) Controlling entity

City of Prague

Marianské nam. 2, 110 01 Praha 1
registration number: 00064581

3) Related entities
Overview of capital interests controlled by ah@@igue — see Annex No 1

4) Contracts and agreements between the cagtillirand the controlled entity and between the
controlled entity and related entities
No controlling agreement has been concludedtbeteaerolled entity and the controlling entity.

Agreements concluded with the controlling2&iiy-isee Annex No 2

As a matter of principle, agreements were camchid@dm’s length basis, i.e. under norngaaipdicin
other business conditions; neither of thereogitves! benefits or incurred damage.

Agreements concluded with other related e2@ifies-isee Annex No 2

In 2005, Kongresové centrum Praha, a.s. cogchetadrds with the following related entitieésryKole
Praha, a.s. (1 contract) and Trade Centre Riahd,sploleost (1 contract). As a matter of principle,
agreements were concluded on an arm’s lengthebasiger normal pricing and other business
conditions; neither of the entities receivead bemgfurred damage.

5) Declaration

This report does not contain any informatierihnagubject of the Company’s professionalosecrets
information which is classified as confidestialsemhrate law.

Prague,; XX 2006

Jan Burgermeister, Chairman of the Board of,[NePtaa.s.

Ivan BednAVice-Chairman of the Board of Directors, KCP, a.s

Karel Klima, Vice-Chairman of the Board o$ [XiI€Etoa.s.
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Annex No 1

Overview of capital interests controlled by ah@x@gue as at 31 December 2005

Company name

Share (%) hely thi
City of Prague in |
registered capite

Registered office

Registratio
number

Objects of business

Dopravni podnik hl. m. Prahy

a.s. 100%

Praha 9, Sokolovs
217/42

a
0000588

operation of tram way, a special railway (rddtmoicatar
Bailway, and operation of rail transport in tfié¢@igue

passenger/freight road transport

repair of road vehicles, vehicle bodies, othes vehi

fitting work
production, installation and repair of eleaticaérg and
appliances

operation of a driving centre, petrol stations

psychological counselling and diagnostics

purchase and resale of goods

hospitality services

accommodation services in facilities of a taegahan ++

operation of private health facilities

assembly, repair, inspection and testing ofyselecirical
equipment

assembly, maintenance and servicing of tele@iimmunic
equipment

provision of telecommunication services

operation of garages and lay-bys, technicabmsizeicin,
emission measurement station

Kolektory Praha, a.s.

100%

Praha 9, PeSlova
3/341

2671412

4 mediation of trade

capital construction engineering

repair of speciality electrical equipment
production of low-voltage switchboards and,l=tseis and
conductors

testing, measurements and analysis

fitting work

production, installation and repair of elepiifrakat

Kongresové centrum Praha, g

S. 100%

Prahdng 65

kv 6308024

B

hospitality services

operation of car park and garages
organization of congresses, symposiums, traeitaitisns
and other similar social events

organization of artistic and cultural events
letting of property with the provision of erdghésts
connected with the lease

operation of a private healthcare facility
accommodation services

- copying work
organization of cultural productions, entertaindret

operation of facilities used for entertainment
hire of movable assets

money-changing services
mediation of services

Obchodni spoiest Praha -isté|
m sto, a.s.

100%

Praha 1, Celetn

a 29 630

80664purchase and resale of goods

finance leases
construction, structural alterations, maintesrararedw
demolition

Obecni dn, a.s.
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Praha 1, narsti

Republiky 1090/5

27251

B8  administration and maintenance of properties



- letting and loaning of movable assets

- advertising and marketing

- specialized retail and retail in mixed goods

- hospitality services

- publishing

- retail operated outside proper establishments

- agency activities in the fields of culture and art

- mediation of trade and services

- accommodation services

- organization of exhibitions, fairs, festivalansagemilar eve|
- operation of cultural and cultural/educatiaisal even

- real estate agency activities

- retail sales and rentals of audio and audesisdaigs and
blank carriers thereof

- production, reproduction and recording of aaditiavisual
recordings

hts

Praha 10, Na Hrou

d

Pra ska energetika Holding a.s. 51% (4 2648059 |- administration of the capital interests ofrega pe
- economic and organizational consultancy services
Praha 4, U plynarny
Pra ska plynarenské Holding p.s. 51% (500 2644227% economic and organizational consultancy services
Praha 7, Partyzanska
Pra ska teplarenska Holding &.s. 51% |1 26416808- administration of the capital interests ofrega pe
- economic and organizational consultancy services
Pra ska vodohospaosiéa Praha 1, Cihelna 4|
spolenost a.s. 92.01% |118 00 25656112 purchase and resale of goods as an unregulagsd busi

- capital construction design

- water management assessments

- capital construction engineering

- administration of movable and immovable assets

- provision of services in public procurementiarnenuigrs
- mediation in the construction industry

- accounting consultancy services, accounting

- business, financial, organizational and econsutti@anmy
services

- administrative services and services of ant@gaharal
economic nature for natural and legal persons

- mediation of trade

- real estate agency services
- provision of software and consultancy serémbsanehand
software

- data processing, databank services, networkatitninis

Pra ské slu by, a.s.
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71.84% (76.9

Praha 9, Pod
XBancemi 444/1

601941

20 treatment of roadside vegetation
- ensuring the negotiability of roads and pavathents a
components thereof, including the removal afenfeugs

- cleaning of roads and public areas

- provision of safety signs for roads
- business in waste management, with the exdegi@mofis
waste

- repairs of motor vehicles
- automated data processing
- purchase and resale of goods

- repair and maintenance of speciality eleciposu
- construction, structural alterations, maintesr&raredw
demolition

- road transport — national freight services
- advertising — production and distributioncdbagriatésemern

ts

- heat generation



business in hazardous waste management
operation of lay-bys for motor vehicles
property (non-residential) letting

motor vehicle rentals

rental of movable assets
development, dissemination and implementatipatef co

systems

operation of petrol stations with fuel andt&ubrican
technical transport services

TCP — Vidoule a.s.

98.09%

Praha 2, Blan

cka 283292

real estate agency

administration of movable and immovable assets
civil engineering

purchase and resale of goods

operation of car parks, garages and lay-bys

TRADE CENTRE PRAHA akc¢iova
spolenost (TCP)

89.67%

Praha 2, Blanicka
1008/28

0040931

6

retail in mixed goods

specialized retail
business, financial, organizational and econsutt@ny

services

administrative services and services of ant@gaharal

economic nature for natural and legal persons

capital construction engineering

real estate agency services

administration and maintenance of properties
rentals and loaning of movable assets
accounting consultancy services, accounting
mediation of trade
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Annex No 2

Deliverables made by Kongresové centrum Praideracentractual relations with related entities,
entered into in 2005

Debtor Contract Event CZK
City of Prague 2005/00244 Schola Pragensis 010%00,00
City of Prague 2005/00358 Meeting of the CowintiiesiGauncil of 12,768.70
the Association of Regions for Educatipn

City of Prague 944-35-04 (untjll3tan Agreement 10,622.11

April 2005)
Kolektory Praha, a.s 2005/00365 Contempaems chrildork 35,700.00
Trade Centre Praha, 2005/00326 Children’s Advent 17,850.00
akciova spoleost
Creditor Contract Event CzZK
City of NAP/58/01/003454/2D008ase agreement — positioning of one piece of 13,000.00
Prague advertising equipment
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Auditor’s report on the financial statements andarreport of the Prague
Congress Centre for the 2005 accounting period

Identification information:

Company name: Prague Congress Centre
Registration number: 63 08 02 49

Registered office: 5. kvtna 65
140 21 Praha 4

Subject of audit: Audit of the financial statements for 200&tiarfdrom the financial
statements disclosed in the annual report ohgiiee Gimgress
Centre for 2005, and verification of the ‘Reptatiars between
related entities for the accounting period &ovary 2005 to 31
December 2005’, prepared by the Board of Dir¢btoriBrague
Congress Centre in accordance with Sectiorhé6@omhrercial
Code (hereinafter referred to as ‘Report onsRedatieen Related
Entities’

Audited period: the accounting period from 1 January 2005cen3ieD2005
Balance-sheet dat&1 December 2005

Date of signature of the repdd: June 2006

Auditors: EURO-Trend Audit, a.s.
Chamber of Auditors Licence No 317

Petr Rynes
Chamber of Auditors Licence No 1299
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Auditor’s report on the financial statements andarreport of the Prague
Congress Centre for the 2005 accounting period

Auditor’'s Report to the Shareholders of the Pragugress Centre

We have audited the financial statements ofjtleedonagress Centre for the year ended 31
December 2005; on 7 June 2006, we issued a segaadifeed auditor’s report on the financial
statements. The auditor's report on the fite@teordrds reads as follows:

We have audited the accompanying financialtstatfetmerPrague Congress Centre prepared
as at 31 December 2005 and the related pro&s acddunt, cash flow statement and notes
for 2005 (‘financial statements’). The manafgdredPtague Congress Centre is responsible fo
preparing the financial statements. Our re$posdibilexpress an opinion on these financia
statements based on our audit.

We conducted our audit in accordance with théulldibes and International Auditing Standard:
and the related application clauses of the Gihfambaitors of the Czech Republic. Those
standards require that we plan and conduct tbegaudreasonable assurance that the financie
statements are free of material misstatemedit iAoladies examining, on a test basis, evidenc
supporting the amounts and disclosures in th@ SteEements. An audit also includes an
assessment of the correctness and suitabiktyaofotimting policies used and significant
estimates made by the company management, ahd@oney the informative capacity of the
financial statements. We believe that our @dés proeasonable basis for our opinion.

In our opinion, the financial statements geeardtifair view, in all material respects, of the
assets, liabilities, equity and financial pbshie@rPrague Congress Centre as at 31 Decembe
2005 and of the costs, revenues and resutisesiisns for the year then ended in accordanc
with International Financial Reporting Stantierdsnding adopted by the European Union.

Auditor’s verdict: unqualified

We also examined the accuracy of the discldearesport on relations between related entitie:
issued by the Prague Congress Centre as at 3eiD2@@h The management of the Prague
Congress Centre is responsible for preparipgrtte@nreelations. Our responsibility is to expres:
an opinion on this report on relations basedeoification procedure.

We conducted the verification procedure in eecwittannternational Auditing Standards
concerning this verification and with the pgatadi@n clauses of the Chamber of Audigors of th
Czech Republic. Those standards require that avel glanduct the verification procedure to
obtain reasonable assurance about whetherttbe refairons is free of material misstatements
The verification procedure is limited, in pattidhi@ interviewing of company staff, analytice
procedures and an examination, on a test khsisaoolracy of disclosures. Therefore this
verification offers a lesser degree of assumanae #udit. We did not conduct an audit of the
report on relations and therefore we do not asdi¢oa’s verdict.
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Based on our verification procedure, we distoveaterial misstatements in the disclosures ir
the report on relations between related esiiédshbis the Prague Congress Centre as at 31
December 2005.

We have also audited the compliance of the egranualith the above-mentioned financial
statements. The company’s management is re$potisthccuracy of the annual report. Our
responsibility is to express an opinion on thancengb the annual report with the financial
statements based on our audit.

We conducted the audit in accordance withohdérAatliting Standards and the related
application clauses of the Chamber of AudhtofSzeth Republic. Those standards require the
we plan and conduct the audit to obtain reaassiafaiece about whether the information
disclosed in the annual report that has been tikesed from the financial statements complies
in all material respects, with these finanerakrtist We believe that our audit provides &
reasonable basis for our opinion.

In our opinion, the information disclosed mutleeort complies, in all material respects, wit
the above-mentioned financial statements.

Prague, 14 June 2006

Auditing company: Responsible auditor:
EURO-Trend Audit, a.s. Petr Rynes
Licence No 317 Licence number 1299

On behalf of the company:
Petr Rynes, Chairman of the Board of Directors
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