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Company name and registered office  
Prague Congress Centre 
5. kv� tna 65 
140 21  Praha 4 
Registration number: 63 08 02 49 
 
The Prague Congress Centre, (Prague Congress Centre) is a public limited 
company incorporated in the Commercial Register on 1 July 1995. The 
company was established by the sole founder, the City of Prague, which 
invested the aggregate of the assets and liabilities of the former Palác kultury 
(Palace of Culture), an organization partly financed from the public purse. On 
incorporation, The Prague Congress Centre assumed all the rights and 
obligations of Palác kultury and thus became its legal successor. 
 
Objects of business 

· organization of congresses, symposiums, trade fairs, exhibitions and other similar social events 
· organization of artistic and cultural events 
· purchase and resale of goods 
· letting of property with the provision of only basic services connected with the lease 
· operation of outdoor and underground parking facilities 
· operation of a private healthcare facility 
· hospitality services 
· accommodation services 
· copying work 
· operation of cultural productions, entertainment, and the operation of facilities used for entertainment 
· hire of movable assets 
· money-changing services 
· intermediation in trade and services 
· real estate activities 
· services not elsewhere specified – in the management and operation of the technical facilities of buildings 

 
Registered capital and shares 
The company’s registered capital is CZK 7,138,000,000 and is distributed among registered shares as follows: 

  71,380 registered shares with a nominal value of CZK 100,000 per share 
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Chief Executive Officer’s Statement 
 
Dear Business Friends, Shareholders, Visitors, 
 
The Prague Congress Centre can rank 2005 as another of its successful years. It managed to make a 
number of important decisions, our results were even better than the ambitious targets we had set, and we 
were awarded the ISO 9001:2000 quality certificate. All employees deserve acknowledgement for their 
quality work and professional approach to clients and their requirements. Cooperation with our sole 
shareholder, the City of Prague, and in particular its leadership (the Mayor and other members of Prague 
City Council) can be rated in the same light. In most cases, our work and services are highly appreciated by 
the organizers and delegates of myriad medical and scientific congresses and conferences, as well as of 
smaller-format events, which are regularly held at the Congress Centre.  
 
The number of events we have the honour of hosting at the Congress Centre continues to rise. They 
comprise not only large congresses and conferences, but also social, cultural, sports and corporate events. 
Last year, there were 375 events. Given the average duration of three days, this is tantamount to three 
events per day. This is the average figure – there are even days when more than 10 events are held 
simultaneously. In this respect, we are furthering the trend of a consistent rise in the number of events while 
regenerating the centre and making the building accessible to the public. We do not focus solely on large 
congresses and conferences, of which there were 40 last year. Although they generate the highest 
revenues, they are still hardly capable of stretching, or even filling, the capacity of such a large building as 
the Congress Centre. Therefore, we were also able to host 74 medium-sized events with a budget of up to 
CZK 1 million and 261 small events with a budget of up to CZK 200,000. 
  
Our activities also include the long-term letting of offices, retail units and storage space. Last year, we 
increased capacity in this field and pushed up the occupancy rate in the main building and the Vyšehrad 
Business Centre to more than 97% by the end of the year. The rates we offer are very reasonable. This is 
the result of a combination of superior customer care, quality services and the exclusivity of the premises. 
 
The Holiday Inn Prague Congress Centre, which is part of the Prague Congress Centre, underscores its 
status among the leading facilities of this type. In the wake of all the praise heaped on the hotel for its 
design and catering in past years, it became the first to receive the quality certificate IQ NET 9004. This is 
an award meriting special attention. 
 
With the backing of our sole shareholder, the City of Prague, we managed to restructure the existing debt 
service. The restructuring of old debts connected with the reconstruction required to host the meetings of 
the International Monetary Fund and World Bank Group will enable the Prague Congress Centre (KCP) to 
cover all its liabilities through its own activities while financing its operations and essential investments. I 
stress that these investments are essential, not ‘merely’ urgent. In this respect, we are still making intensive 
preparations for the entry of a strategic partner who should inter alia definitively relieve the company of its 
debts, make larger-scale investments in the premises and technology, and develop supplementary 
operations. In this way, KCP will get the chance to maintain and improve its position among the leading 
congress tourism centres in Europe and throughout the world.  
 
We are continuing our project preparations for the development of surrounding land parcels. We have 
drawn up a project for an exhibition pavilion and we in the process of applying for a zoning decision. We are 
also making headway in a project for the use of the southern terrace, overlooking Pankrácké nám� stí, 
where there are plans for the construction of retail, office and residential premises. The construction of an 
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exhibition pavilion will allow us to host the largest, most prestigious congresses in the world; the completion 
of work on the southern terrace will revitalize the surrounding area and offer a solution for the incorporation 
of the Prague Congress Centre into the existing Pankrác development.  
 
The events held last year at the Prague Congress Centre were attended by more than 120,000 foreign 
delegates, who spent more than two billion crowns. The congress tourism tax revenues generated by 
events at the Congress Centre thus came to more than half a billion crowns. If Prague did not already have 
the Prague Congress Centre, it would have to built it or lose out on these benefits. 
 
We are doing our utmost to promote interest in our premises among congress and conference organizers. 
We are working closely with the government agency CzechTourism on the Candidacy Campaign, aimed at 
actively seeking out prestigious international congresses and developing systematic marketing operations 
to acquire these congresses to Prague. We have been awarded an SPD 3 grant from the funds of the 
European Union, the Ministry of Labour and Social Affairs and Prague City Hall for the implementation of 
the project ‘A professional team for international congresses in Prague’. We are using this grant to improve 
language proficiency, computer skills and marketing and sales finesse, and to hone the professional 
presentation of KCP employees in their contact with clients. The further expansion of the service portfolio 
and guarantees of service quality are a matter of course. In this respect, we are not only exploiting our own 
potential, but also working with a number of partners who have proven their worth in fields such as catering, 
audiovisual technology, the installation of exhibitions, and forwarding.  
 
Following accession to the European Union, the Prague Congress Centre, along with myriad other 
companies on the Czech market, started keeping accounts and reporting in accordance with the European 
accounting standards IAS/IFRS. These standards offer a fresh view of the company’s financial 
management and assets, and have resulted in the revaluation of our real property in particular so that the 
amounts disclosed in the accounts reflect the genuine market value of such assets. This Annual Report 
thus offers new, more realistic scrutiny of the company. The operations connected with this process will no 
doubt give rise to further steps that we will need to take in conjunction with the shareholder. I would like to 
emphasize that these accounting operations do not and will not 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 in the wide expanse of the European 
Union. Mushrooming interest in our services underlines my conviction. 
 

 

 

  

 
 Michal Kárník 
 Chief Executive Officer, KCP 
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2005 Financial Results 
Balance sheet 
TCZK 2005 

Assets  
Investment property 477,592 
Property, plant and equipment 2,720,746 
Intangible assets 4,567 
Trade and other receivables 68 
Non-current assets 3,202,973 
Inventories 9,089 
Trade and other receivables 64,029 
Cash and cash equivalents 146,355 
Current assets 219,473 
Total assets 3,422,466 

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 1,595,275 
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 2,587,878 
Total equity and liabilities 3,422,446 

Profit and loss account (Income statement) 
TCZK 2005 
Merchandise revenue 64,791 
Product and service revenue and capitalization 531,488 
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 value of property investments 290 
Loss from the adjustment of the fair value of property investments  
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 accounting period 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 accounting period 146,355 
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IAS/IFRS FINANCIAL  
STATEMENTS FOR 2005 

 
Basic characteristics: 
 
Company name and registered office : Kongresové centrum Praha, a.s. 
   5. kv� tna 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 fairs, exhibitions and other similar social events 
- organization of artistic and cultural events 
- letting of property with the provision of only basic services connected with the lease 
- hospitality services 
- operation of outdoor and underground parking facilities 
- purchase and resale of goods 
- operation of a private healthcare facility 
- accommodation services 
- money-changing services 
- copying work 
- organization of cultural productions, entertainment, and 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 management and operation of the technical facilities of 

buildings 
 
Balance-sheet date:   31 December 2005 
Date of approval of the financial statements: 14 June 2006 
 
Governing body of the accounting unit: 

Jan Bürgermeister ..........…………………. 
Chairman of the Board of Directors, KCP, a.s. 

 
Ivan Bedná� ..........…………………. 
Vice-Chairman of the Board of Directors, KCP, a.s. 

 
Karel Klíma    .................................... 
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 
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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 value of property investments 290 0 
Loss from the adjustment of the fair value of property investments 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 Note  Registered capital Retained earnings Total equity 
Balance at 1 January 2004   7,138,000 (6,392,436) 745,564 
Profit before taxation    74,926 74,926 
Balance at 31 December 2004   7,138,000 (6,317,510) 820,490 

       
Balance at 1 January 2005   7,138,000 (6,317,510) 820,490 
Profit before taxation    14,078 14,078 

Balance at 31 December 2005   7,138,000 (6,303,432) 834,568 
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Cash flow statement 
TCZK    
 Note  2005 2004 

Cash and cash equivalents at beginning of accounting period   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 written-off receivables (+)  (2,718) 2,618 

Change in value adjustments, provisions, and change in balances of temporary asset 
and liability accounts (+/-), i.e. accruals and deferrals and exchange rate differences, 
except accrued interest, exchange-rate differences related to liabilities  

 806 2,209 

Profit (loss) from the adjustment of the fair value of property investments  (291) 1,820 
Exchange-rate difference (revaluation of bond value as at 31 December)  (80,300) (106,700) 
Profit (loss) on sale of fixed assets (+/-), including gain or loss from revaluation of 
equity interests (recognition in income ‘-’, in costs ‘+’)  (125) (107) 

Revenue from dividends and profit distribution, except undertakings whose object of 
business is investment (investment companies and funds) (-)    

Interest expense (less capitalized interest) (+) and income (-)   117,348 120,874 

Net cash flow from ordinary activities before tax, changes in working capital 
and extraordinary items  177,932 190,705 

Change in working capital requirement 6)  33,551 ,(17,775) 
Change in receivables from operating activities (+/-)   29,124 29,519 
Change in short-term payables from operating activities (+/-)  4,090 (48,164) 
Change in inventories (+/-)   337 870 

Net cash flow from ordinary activities before tax and extraordinary items   211,482 172,930 

Expenditure from interest payments, net of capitalized interest (-)   (118,959) (122,466) 
Interest received, except undertakings whose object of business is investment 
(investment companies and funds) (+)   1,595 1,592 

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 accounting period   146,355 82,759 
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Notes 

General information 

1 General information 
 
Company name: Kongresové centrum Praha, a.s. 

Registered office: 5. kv� tna 65 

 Praha 4 

 140 21  

Registration number: 63 08 02 49 

Legal form: public limited company 

Core objects of business:  
 

- organization of congresses, symposiums, trade fairs, exhibitions and other similar social events 
- organization of artistic and cultural events 
- letting of property with the provision of only basic services connected with the lease 
- hospitality services 
- operation of outdoor and underground parking facilities 
- purchase and resale of goods 
- operation of a private healthcare facility 
- accommodation services 
- money-changing services 
- copying work 
- organization of cultural productions, entertainment, and 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 management and operation of the technical facilities of 
buildings 
 

Incorporation:   1 July 1995 
Sole shareholder:  City of Prague 
    Mariánské nám. 2/2 
    110 01 Praha 1 
    Registration number: 00064581 
 
The company is incorporated in the Commercial Register kept by the Municipal Court in Prague, Section B, 
Entry 3275. 
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1. Members of governing and supervisory bodies as at the balance-sheet date: 
 
List of the members of the Board of Directors: 
 
Jan Bürgermeister 
Chairman of the Board of Directors, KCP, a.s. 
 
Ivan Bedná� 
Vice-Chairman of the Board of Directors, KCP, a.s. 
 
Karel Klíma 
Vice-Chairman of the Board of Directors, KCP, a.s. 
 
Ond�ej Dolínek 
member of the Board of Directors, KCP, a.s. 
 
Michal Kárník 
member of the Board of Directors, KCP, a.s. 
 
Miroslav Fron� k 
member of the Board of Directors, KCP, a.s. 
 
František Hoffman 
member of the Board of Directors, KCP, a.s. 
 
Ivana Romanovská 
member of the Board of Directors, KCP, a.s. 
 
František Stádník 
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 Chod� ra 
Vice-Chairman of the Supervisory Board, KCP, a.s. 
 
Ji�í Volf 
member of the Supervisory Board, KCP, a.s. 
 
Martin Kroh 
member of the Supervisory Board, KCP, a.s. 
 
Ond�ej Pecha 
member of the Supervisory Board, KCP, a.s. 
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Igor Filipovi�  
member of the Supervisory Board, KCP, a.s. 
 
Vratislav Bartoš 
member of the Supervisory Board, KCP, a.s. 
 
Eva Bohutínská 
member of the Supervisory Board, KCP, a.s. 
 
Marie Filipová 
member of the Supervisory Board, KCP, a.s. 
 
2. Organizational structure of the accounting unit 

 
The internal organizational structure of KCP, a.s. (hereinafter referred to as the ‘Company’) is laid down in 
the Organization Rules. Based on the scope of competences, the department size and the nature of the 
activities performed, the following levels are distinguished: section, department, commercial group, unit. 
The Company is headed by the Chief Executive Officer, who is directly superior to the following: the Chief 
Commercial Officer, the Chief Operations Officer, the Chief Financial Officer, the Audit and Legal Service 
Manager, and the Quality Officer. 
Since April 2001, the Company’s completed multipurpose building has been home to Holiday Inn PCC, 
which is part of Kongresové centrum Praha, a.s. (hereinafter referred to as the ‘Company’). Under an 
International Administration Agreement of 11 April 2001, the hotel has been managed on behalf and 
account of KCP, a.s. by Targa Hotels, a.s., registered office: Thunovská 18,118 00 Praha 1 (this company 
is also responsible for managing the hotel’s accounts). The hotel is managed by a general manager 
appointed by Targa Hotels, a.s. 
 
Hotel’s place of business:  Holiday Inn Prague Congress Centre 
 Na Pankráci 15/1684 
 140 21  Praha 4 
 
During the last accounting period, no significant changes were made to the Company’s organizational 
structure. 
 
In the reporting period, a certification audit was conducted, based on which the Company was issued with 
an ISO 9001:2000 certificate. The Hotel Holiday Inn Prague Congress Centre has won myriad design and 
catering awards, and was the first in the industry to receive the quality certificate ISO 9004:2000 IQ NET. 
 In 2005, the Company’s application for financial aid from SPD 3 for the implementation of the project 
‘Professional team to organization international congresses in Prague’ in 2006 and 2007 was approved. 
 
The Company’s Board of Directors approved these financial statements on 14 February 2006. 

2 Summary of significant accounting policies 
 
The principal accounting policies applied in the preparation of these financial statements are set out below.   
These policies have been consistently applied for all years presented, unless stated otherwise. 
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2.1 Basis of preparation 
 

The Company’s financial statements have been prepared in accordance with International Financial 
Reporting Standards (IAS/IFRS) as regulated by European Community legislation (Regulation (EC) No 
1606/2002 of the European Parliament of the Council of 19 July 2002 on the application of international 
accounting standards). These standards were first applied in full in the 2005 accounting period, in 
accordance with Section 19(9) of the Accounting Act, as the Company is an issuer of debt securities 
registered on the regulated securities market in Luxembourg. 
 
In its preparation of the balance sheet, income statement, cash flow statement and notes (‘financial 
statements’), the Company took due note of and applied all valid International Accounting Standards 
(IAS/IFRS) as at 31 December 2005, including the accounting framework for their application and 
coherence.  In the application of these standards, the Company took into consideration its core objects of 
business, any circumstances specific to the Company, and any differences. 
 
The Company’s financial statements have been prepared under the historical cost convention, with the 
exception of property used for letting purposes, which is measured at its fair value. 
 
The preparation of financial statements in conformity with International Financial Reporting Standards 
requires the application of certain fundamental accounting estimates. It also requires the management to 
exercise its judgement in the application of the Company’s accounting policies. Areas involving a higher 
degree of judgement or complexity, or areas where assumptions 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 activities incorporated in the process of providing products or 
services that are subject to risks and returns different from those of other business segments. The 
Company mainly provides the following services in the City of Prague: 
- congress services, 
- hotel services, 
- property letting. 
 
2.3 Foreign currency translation 
 
(a) Functional and reporting currency 
The financial statements are presented in Czech crowns, which are the Company’s functional currency and 
reporting currency. 
 
(b) Transactions and balances 
Foreign-currency transactions are translated into the functional currency based on the exchange rates 
prevailing on the transaction date. Foreign exchange gains and losses resulting from these transactions 
and from the translation of financial assets and liabilities denominated in foreign currencies based on the 
year-end exchange rate are reported in the income statement, unless they are reported under equity as 
cash flow hedges. 
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2.4. Investment property 
 
These investments are initially reported at fair value, based on a regular valuation (at least once every three 
years) by independent external surveyors.  
 
2.5 Property, plant and equipment 
Land and buildings mainly comprise a hotel building and congress building. 
On initial transfer to IAS/IFRS, land parcels and buildings are subject to fair value remeasurement in the 
opening balance sheet. This fair value is then treated as the initial valuation of the cost model in future 
periods. Accumulated depreciation was converted by a coefficient which is determined as the ratio of the 
revalued amount and the carrying value of  the asset. The same ratio is used to restate the gross value, so 
the carrying amount of the asset after revaluation equals its fair value. 
Any increase or impairment in the value of land and buildings was reflected, in the initial transfer, in retained 
earnings (other funds).  
 
 All other plant and equipment and other assets not forming a functioning unit with the hotel building and 
congress building are reported at historical cost net of accumulated depreciation. The historical costs 
include costs directly related to the acquisition of the relevant items.  
 
Subsequent expenditure is included in the carrying amount of the asset or is reported as a separate asset, 
but only if it is likely that the future economic benefit connected with the item is to be received by the 
Company and that the acquisition cost of the item can be reliably measured. All repairs and maintenance 
are stated in the income statement in the accounting period in which they originate. 
 
2.6. Depreciation of plant and equipment 
 
Land is not depreciated. The Vyšehrad Business Centre (‘BCV’), intended for long-term letting, is not 
depreciated as it is fair valued.  
The depreciation of other assets is calculated on a straight-line basis with a view to adding their acquisition 
cost or revalued amounts to their carrying values related to the period of estimated useful life as follows: 

- Hotel building          50 years 
- Congress building         50 years 
- Machinery, equipment and components of hotel and congress building  3 – 12 years 
- Vehicles           3 to 4 years 
- Furniture and fixtures         3 to 6 years 
 

The carrying value of assets and their useful life is assessed and, where necessary, adjusted as at each 
balance-sheet date. If the carrying amount of an asset is higher than its realizable value, the carrying 
amount of the asset is reduced to its realizable value with immediate effect (Note 2.5). 
 
2.7 Intangible assets 
 
(a) Trademarks and licences 
Trademarks and licences are stated at historical cost. Trademarks and licences have a fixed useful life and 
are reported at cost less accumulated amortization. Accumulated amortization is calculated on a straight-
line basis with a view to allocating the cost of trademarks and licences over the estimated useful life (3 to 10 
years). 
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(b) Software 
Software licences are capitalized based on expenditure on the acquisition of specific software and on 
putting it into service. These costs are amortized over the estimated useful life (three years). 
 
Expenditure connected with the development or maintenance of software is reported as an expense on 
disbursement. Expenditure directly connected with the creation of precisely defined and unique software 
products, controlled by the Company, which will probably generate future economic benefits for a period of 
longer than one year and at a level higher than the acquisition cost is reported as intangible assets. Direct 
costs include the personnel expense of workers contributing to the development or software, and the 
corresponding proportion of overheads. 
 
The cost of software development recognized as assets is amortized over the estimated useful life (but for a 
maximum of three years). 
 
2.8. Impairment of fixed assets 
 
Assets with an unlimited useful life (e.g. works of art) are not depreciated and are subjected to an annual 
impairment test. Assets which are depreciated are assessed for impairment whenever particular events or 
changes in circumstances indicate that their carrying amount need not be realizable. An impairment loss is 
stated at the amount by which the carrying amount of an asset exceeds its realizable value.. The realizable 
value is the fair value less the  selling price or the value in use, whichever is higher. In order to assess 
impairment, assets are grouped at the lowest levels for which separately identifiable cash flows exist (‘cash-
generating units’). 
 
2.9 Financial investments 
 
Classification of financial investments 
 
The Company classifies its financial investments in the following categories: 

- securities measured at fair value 
- loans and receivables 
- held-to-maturity investments 
- available-for-sale financial assets  

 
The classification depends on the purpose for which the investments were acquired. The Company 
management sets the classification of investments upon initial recognition, and reviews this classification as 
at each reporting date. 
 
(a) Securities measured at fair value  
This category has two sub-categories: financial assets held for trading and financial assets classified on 
initial recognition at fair value through profit or loss. A financial asset is placed in this category if it is 
acquired primarily for the purpose of short-term sale or if thus labelled by the management. Derivatives are 
also placed in the category of items held for trading, unless they are intended for hedging purposes. Assets 
in this category are classified as short-term if they are held for trading or if they are expected to be realized 
within 12 months of the balance-sheet date. During the year, the Company did not hold any investments in 
this category.  
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(b) Loans and receivables 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not 
quoted on an active market. They arise if the Company provides funds, goods or services directly to the 
debtor without planning to trade in the receivable. They are stated under short-term assets, except where 
maturity periods last longer than 12 months after the balance-sheet date. These are classified as fixed 
assets. Loans and receivables are included under trade receivables and other receivables (Note 2.11) in 
the balance sheet. 
 
(c) Held-to-maturity investments  
Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and 
with a fixed maturity which the Company management intends and is able to hold until maturity. The 
Company does not have any held-to-maturity investments. 
 
(d) Available-for-sale financial assets 
Available-for-sale financial assets are non-derivative instruments which are either classified as belonging to 
this category or are not classified in any of the previous categories. They are included in fixed assets unless 
the management intends to sell the investment within 12 months 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 recognized on the trade-date, i.e. the date on which the Company 
commits to purchase or sell the asset. Investments are initially recognized at fair value plus transaction 
costs for all financial assets not carried at fair value through profit or loss.  Investments are derecognized 
when the rights to receive cash flows from the investments have expired or have been transferred and the 
Company has transferred essentially all risks and rewards of ownership.  
 
Reporting and valuation of investments  
Loans and receivables and held-to-maturity investments are stated at their carrying amount using the 
effective interest method.  
 
Gains and losses arising from changes in the fair value of the ‘financial assets at fair value through profit or 
loss’ category are included in the income statement in the period in which they arise.  
 
Changes in the fair value of non-monetary securities classified as available for sale are recognized in 
equity. When securities classified as available-for-sale are sold or impaired, the accumulated fair value 
adjustments recognized in equity are included in the income statement as ‘gains and losses from 
investment securities’. 
 
The fair values of quoted investments are based on current bid prices.  If the market for a financial asset is 
not active (and for unlisted securities), the Company establishes fair value by using valuation techniques. 
These include the use of recent arm’s length transactions, references to other instruments that are 
practically the same, discounted cash flow analysis and option pricing models depending on the 
circumstances specific to the issuer. 
 
Impairment of investments 
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At each balance sheet date, the Company assesses whether there is objective evidence that a financial 
asset or group of financial assets is impaired. In the case of equity securities classified as available for sale, 
a significant or prolonged decline in the fair value of the security below its cost is considered an indicator 
that the securities are impaired. If any such evidence exists for available-for-sale financial assets, the 
cumulative loss – measured as the difference between the acquisition cost and the current fair value, less 
any impairment loss on that financial asset previously recognized in profit or loss – is removed from equity 
and recognized in the income statement. Impairment losses recognized in the income statement on equity 
instruments are not reversed through the income statement. 
 
2.10 Inventories 
 
Inventories are stated at the lower of cost and net realisable value. Valuation at the value derived from the 
measurement of disposals at a value determined by the weighted arithmetic average is also considered a 
cost valuation method. The cost of inventories comprises design costs, raw materials, direct labour, other 
direct costs and related production overheads (based on normal operating capacity). It excludes borrowing 
costs. Net realisable value is the estimated selling price in the ordinary course of business, less the 
estimated variable costs necessary to make the sale. 
 
2.11 Trade receivables 
 
Trade receivables are recognized initially at fair value and subsequently measured at amortized cost using 
the effective interest method, less provision for impairment. A provision for impairment of trade receivables 
is established when there is objective evidence that the Company will not be able to collect all amounts due 
according to the original terms of receivables. The amount of the provision is the difference between the 
asset’s carrying amount and the present value of estimated future cash flows. The establishment of the 
provision is recognized in the income statement. 
 
The Company applies the following method for the establishment 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 in hand, deposits held at call with banks, other short-term highly 
liquid investments with original maturities of three months or less, and bank overdrafts.  
 
2.13 Registered capital 
  
The total registered capital is CZK 7,138,000,000. The registered capital is fully paid up. 
The registered capital is distributed as follows: 
71,380 registered shares with a nominal value of CZK 100,000 per share 
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Under the Company’s Articles of Association, the shares are registered, certificated and transferable. The 
Company is currently making arrangements for their issue.  Ordinary shares are classified as equity. 
 
As at the date on which these Notes to the Financial Statements were prepared (see Note 14. Significant 
events after the balance-sheet date), all contributions to the registered capital had been registered in the 
Commercial Register. The registration of this information has not yet entered into force. 
 
2.14 Reserve fund, retained earnings and other funds 
 
In keeping with the current Articles of Association and commercial law in force in the Czech Republic, a 
fixed percentage (5%) of the share of the Company’s profit is allocated to the reserve fund in accordance 
with a decision of the General Meeting of Shareholders. As a matter of priority, the reserve fund is used to 
cover the Company’s losses. 
 
In the first year of the switch to ISA/IFRS, the retained earnings included, in the opening balance sheet as 
at 1 January 2005 and retroactively as at 1 January 2004 (for the sake of comparison), the difference 
generated by the impairment in land, buildings and structures in relation to the fair value of these assets, 
the settlement of deferred tax created under Czech standards, and other differences created by the 
conversion to IAS/IFRS (see the Statement of Changes in Equity).  
Changes in the fair value of available-for-sale securities and other items are reported in other funds. 
 
 
2.15 Profit, profit distribution and dividend payment 
 
In accordance with legislation in force in the Czech Republic, the profit is approved and distributed by the 
General Meeting further to the relevant provisions of the Company’s Articles of Association and in 
accordance with the legal provisions of the Commercial Code. 
Dividend distribution to the Company’s shareholders is recognized as a liability in the Company’s financial 
statements in the period in which the dividends are approved by the Company’s shareholders. 
 
2.16 Loans and borrowings 
 
Borrowings are recognized initially at fair value. Borrowings are subsequently stated at amortized cost using 
the effective interest method. 
Loans and borrowings are classified as current liabilities unless the Company has an unconditional right to 
defer settlement of the liability for at least 12 months after the balance-sheet date. 
 
2.17  Deferred income tax 
 
Deferred income tax is provided in full, using the liability method, on temporary differences arising between 
the tax bases of assets and liabilities and their carrying amounts in the financial statements.  However, the 
deferred income tax is not accounted for if it arises from initial recognition of an asset or liability in a 
transaction other than a business combination that at the time of the transaction affects neither accounting 
nor taxable profit or loss.  
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Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially 
enacted by the balance sheet date and are expected to apply when the related deferred income tax asset is 
realized or the deferred income tax liability is settled. 
Deferred income tax assets are recognized to the extent that it is probable that future taxable profit will be 
available against which the temporary differences can be utilized. 
 
2.18 Provisions 
 
The Company recognizes provisions for expected risks and losses. Provisions are recognized when the 
Company has a present legal or constructive obligation as a result of past events and it is more likely than 
not that an outflow of resources will be required to settle the obligation; the amount may been reliably 
estimated.  Provisions are not recognized for future operating losses.  
 
2.19 Revenue recognition 
 
Revenue comprises the fair value of the consideration received or receivable for the sale of goods and 
services, net of value added tax, rebates and discounts.  Most of the Company’s revenues are related to 
the provision of services from the organization of congresses, the provision of hotel services and long-term 
property leases. Revenues from the provision of services are recognized if: 

- the sales can be reliably measured, 
- it is highly probable that the Company will have future economic benefits, 
- the stage of completion of the transaction at the balance-sheet date can be measured reliably, 
- the cost of the services, or of the completion of services, can be measured reliably. 

 
2.20 Leases 
 
Operating lease with a lessee 
 
A lease is classified as an operating lease if a significant portion of the risks and rewards incident to 
ownership is retained by the lessor. Payments made under operating leases (net of any incentives received 
from the lessor) are charged to the income statement on a straight-line basis over the period of the lease.  
 
Finance lease with a lessee 
Under a finance lease, risks and rewards incident to use are transferred to the lessee. On commencement 
of a finance lease, the assets used under the lease are capitalized at a lower value, based on the fair value 
of the leased asset or the present value of the minimum lease payments. Each lease payment is split into a 
liability part and a finance expense part in order to achieve a constant rate for the outstanding lease 
payments. The corresponding amount of a lease liability, net of financial charges, is included in the item 
‘other long-term payables’. The interest component of financial costs is reported in the income statement 
over the duration of the lease with a view to creating a constant, repeating interest rate for the remainder of 
the liability balance for each period. Property, plant and equipment acquired under a finance lease is 
depreciated over the shorter of the asset’s useful life or the duration of the finance lease contract.  
The Company made negligible use of finance leases in 2005 and 2004; finance leases were related solely 
to movable assets. 
 
2.21 Comparative information 
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The Company prepared its financial statements in accordance with IAS/IFRS for the first time as at 31 
December 2005, and comparatives are disclosed for 2004 with the use of accounting policies applied in the 
accounts and preparation of the financial statements for the year ended 31 December 2005. The opening 
balance sheet for the conversion to IAS/IFRS was prepared as at 1 January 2004, and all changes 
connected with the transfer to IAS/IFRS were reported under ‘Retained earnings’. Comparatives for 2004 
and 2005 report no significant derogation in the accounting policies, valuations and reporting method used.  
 
2.22 Grants 
 
Grants for operating activities and the debt service are stated in revenues based on the matching principle 
with expenditure. Grants may be made primarily from the funds of the European Union. 

3 Financial risk management  
 
3.1.  Currency, interest-rate and liquidity risk 
 
Financial risk management is the responsibility of the Company’s economic section in accordance with 
rules approved by the Board of Directors. The Company bears the currency, interest-rate and liquidity risk. 
Other financial risks, such as price risk, are minimal given the Company’s field of activity. 
 
(a) currency risk 
The Company bears the currency risk from movement in the exchange rate applicable to a loan and 
foreign-currency bond issued and redeemed in euro. This currency risk is hedged by foreign-currency 
income in euro from hotel services rendered by the Company. The Company does not apply hedging 
operations. 
 
 
(b) interest-rate risk 
The Company has an interest-rate risk attached to long-term credits and loans received. Credits and loans 
with a variable interest rate expose the Company to the interest-rate risk of cash flows. Credits with a fixed 
interest rate expose the Company to the interest-rate risk of fair value. The Company does not use any 
financial instruments to manage the interest-rate risk and does not hedge this risk. 
 
(c) liquidity risk 
The Company bears significant liquidity risk in connection with the redemption of bonds, long-term credits 
and loans. This risk is regularly discussed with the Company’s main shareholder and with the guarantor of 
the bonds issued (the Ministry of Finance of the Czech Republic). The Company’s main assets are tied up 
in land, buildings and structures. 
 
(d) other risks 
The Company has no other significant market and other financial risks connected with its ordinary business 
activities.  The Company does not currently use financial derivatives (forwards, swaps or options) in the 
management of its risks.  
 
3.2 Fair value estimation 
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The estimate of the fair value of assets measured at fair value (e.g. financial investments in land and 
buildings as cash-generating units) is based on current market prices at the balance sheet date. If no 
market price is available, the realized value of a similar asset in the relevant accounting period is usually 
considered the fair value. If these prices cannot be ascertained, an expert valuation based on yield methods 
is applied.  
 
To determine the fair value as at 31 December 2005, an expert valuation drawn up in accordance with the 
perpetual bond yield method. Based on the net feasibly attainable rent from property at the given time and 
place, with the consideration for future development, the sum of all estimated future yields from property, 
discounted to present value, was calculated.  

4 Critical accounting estimates and assumptions 
 
The Company makes estimates and assumptions concerning the future.  The resulting accounting 
estimates will, by definition, seldom equal the related actual results. The estimates and assumptions that 
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities 
within the next financial year are discussed below. 
 
(a) Income taxes 
The Company is subject to income taxes in the Czech Republic.  Where the Company does not have 
information about income tax available as at the date of preparation of the financial statements, the basis is 
a qualified estimate made in cooperation with a tax adviser. The Company reports tax losses in the long 
term. 
 
(b) other estimates 
Other estimates made by the Company are stated and recognized based on an expert assessment, past 
experience, statistical surveys and calculation. Each expert estimate is documented with the method used 
to estimate the circumstance in question.  
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Additional information 
 

1. Segment information 
 
At 31 December 2005, the Company was organized into three main segments: 

- Hotel 
- BCV 
- Congress building 

 
2005 

TCZK Hotel BCV 
Congress 
building Total 

Merchandise revenue 64,773  18 64,791 

Product and service revenue and capitalization 188,179 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: (45,691) (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 

TCZK Hotel BCV 
Congress 
building Total 

Merchandise revenue 52,994   52,994 

Product and service revenue and capitalization 197,943 64,282 264,145 526,370 
Other operating income 2,909 317 2,862 6,088 
Cost of merchandise sold (16,709)   (16,709) 
Consumption (98,031) (10,785) (140,698) (249,514) 
Personnel expense (42,978) (1,516) (73,067) (117,561) 

Depreciation and amortization of fixed assets: (47,198) 299 (48,164) (95,063) 
Other operating expenses (2,075) (1,292) (8,528) (11,895) 
Operating profit 46,855 51,305 (3,450) 94,710 

Profit from the adjustment of the fair value of property 
investments     
Loss from the adjustment of the fair value of property 
investments  (1,820)  (1,820) 

Profit (loss) from the adjustment of the fair value of 
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  2005 2004 
financial income – interest    1,595 1,592 
financial income – exchange rate gains   93,823 119,735 
financial income – other    24 24 
financial expenses – interest on loans   (118,942) (122,466) 
financial expenses – exchange rate 
losses   (15,399) (12,854) 
financial expenses – other    (3,035) (3,996) 
  15 (41,936) (17,964) 

 

3. Income tax 
 
In 2004 and 2005, the Company paid no income tax due to tax losses. In 2004, the Company did not apply 
the tax depreciation of tangible assets, and in 2005 it applied tax depreciation in part (depreciation groups 1 
and 2). 
 

4. Investment property 
 
Year ended 31 December 2004 Note  Buildings and land  
Opening carrying amount   683,066 
Revaluation surplus (deficit)   (205,474) 
Opening carrying amount   477,592 

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

     
Year ended 31 December 2005    
Opening carrying amount   477,592 
Additions    
Disposals   (290) 
Revaluation surplus (deficit)   290 
Closing carrying amount  1 477,592 

   
 
The carrying amount of investment property is the fair value, determined on the basis of an independent 
expert’s opinion as at 31 December 2005 using the yield method. The expert drew on discounted cash flow 
projections based on reliable estimates of future cash flows, supported by the terms of any existing lease 
and other documents such as current market rents for similar properties in the same location and condition, 
and using discount rates that reflect current market assessments of the uncertainty in the amount and 
timing of the cash flows. Investment property includes the BCV building, the premises of which are let to 
tenants. Significant leases are concluded for fixed-term tenancies with the right of renewal.  
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5. Property, plant and equipment 

TCZK Note 
Land and 
buildings 

Vehicles, 
machinery, 

furniture and 
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 were last revealed by independent experts as at 31 December 
2005. The valuation was conducted with the use of the yield method. On the initial conversion from financial 
statements in accordance with Czech accounting regulations to financial statements in accordance with 
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IAS/IFRS, the property was subject to fair value remeasurement in the opening balance sheet.  This fair 
value, adjusted for depreciation, additions and disposals occurring retroactively from the date of preparation 
of the opinion until 1 January 2004, is considered the initial valuation of the cost model in future periods. 
The revalued surplus or deficit, less the corresponding deferred income tax, was recognized under retained 
earnings within the scope of equity. 
 
Aggregate amount of assets not disclosed in the balance sheet 
 
 2005 2004 
Low-value tangible fixed assets at the reporting date 45,635 46,088 
Low-value intangible assets for the period 123 58 
 
The following pledges and easements apply to assets: 
 
A ‘Mortgage Agreement’ concluded between the Company and the Czech Republic, represented by the 
Ministry of Finance of the Czech Republic, of 7 March 2002, which fully replaces a mortgage agreement of 
3 November 1998. The mortgagee is the Ministry of Finance of the Czech Republic, based on the 
assumption of a government guarantee for bonds issued by the Company in the amount of 
EUR 55,000,000.  
  
The collateral is the Company’s immovable assets registered in Ownership Title Certificate No 1431, issued 
by the Praha-m� sto Land Registry, municipality: Prague, cadastral district: Nusle. The legal effect of the 
registration of this agreement is the cancellation of the original mortgage agreement concluded on 3 
November 1998 between the same contracting parties and still recorded in the Company’s ownership title 
certificate. An application for the deletion of the lien under the cancelled agreement has been submitted to 
the Land Registry and is being processed. An application has also been submitted to cancel the lien 
registered in Ownership Title Certificate No 1262, cadastral district: Podolí.   
  
In connection with the granting of a loan to fit out the Holiday Inn PCC, an easement was established in 
favour of Erste Bank (building with land registry reference number 1684; parcel number 1101/6, in 
Ownership Title Certificate No 1431, cadastral district: Nusle). The legal effects of the insertion of this right 
were established as at 15 June 2001. Based on an agreement of 26 June 2003, Erste Bank assigned its 
receivable comprising the granted credit to BAWAG Bank CZ a.s.; further to this assignment, on 13 July 
2003 it signed an agreement with KCP, a.s. on withdrawal from the agreement establishing an easement. 
The easement established in favour of Erste Bank was deleted as of 22 March 2006, pursuant to an 
application of 2 February 2005. 
  
A mortgage agreement was concluded between the Company, as the mortgagor, and BAWAG Bank CZ 
a.s., as the mortgagee, to secure receivables by pledging a set of the mortgagor’s tangible business assets, 
acquired by loan, in the autonomous organizational unit labelled the Hotel Holiday Inn Prague Congress 
Centre, operated by the Company and managed by TARGA Hotels, a.s., in the notarial Register of Pledges. 
This was Pledge Entry No 207/2003 in the Register of Pledges, made by the notary Martin Kr� ma, with 
effect as of 1 July 2003; the amount of the secured receivable is EUR 3,367,248.65. 
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6. Intangible assets 

At 1 January 2004 Note 
Emission 

allowances 

Patents, 
copyrights, 
trademarks 

and 
tradenames 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 0 0 (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 liabilities are offset because there is a legally enforceable right to offset 
current tax assets against current tax liabilities. In the case at hand, the deferred income taxes relate to the 
same fiscal authority. The offset amounts are as follows: 
 

Deferred taxation Note 

Difference 
between net 
tax and book 

values 

Gains and 
losses from 

remeasuremen
t to fair value in 

accordance 
with IAS 40 

Remeasureme
nt to fair value 

on initial 
transfer 

Tax losses of 
assets Other Total 

At 1 January 2004   (859,572) 57,533 1,328,161 75,362 2,625 604,109 

Impact on income 
statement   82,084 (3,636) (95,342) (50,505) (786) (68,186) 

Impact on equity         
At 31 December 2004  (777,488) 53,897 1,232,819 24,857 1,839 535,925 

          

Impact on income 
statement   71,281 (4,216) (94,762) (18,082) (564) (46,342) 

Impact on equity         
At 31 December 2005  (706,207) 49,681 1,138,057 6,775 1,275 489,583 

 
Deferred income tax assets are not recognized for tax loss carry-forwards. The realisation of the related tax 
benefit through future taxable profits is improbable.   
 
In 2005, a rate of 24% (2004: 26%) was used in the calculation of deferred tax. The difference arising from 
the tax rate change in 2005 was TCZK 46,342 (2004: TCZK 68,185).  
 
The deferred tax liability of TCZK 706,207 is based on the difference between the net tax and book value 
prior to the remeasurement of buildings and land to their fair value as part of the initial conversion to 
IAS/IFRS reporting. The remeasurement gave rise to a receivable if TCZK 1,138,057. 
 
Other differences stem from the creation of non-tax reserves and value adjustments.  

8. Trade inventories 
 
TCZK Note 2005 2004 
Raw materials  7,135 7,213 
Goods  1,954 2,214 
  4 9,089 9,427 
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9. Trade and other receivables 
 
TCZK Note 2005 2004 
Long-term receivables       
Payments on account   68 50 
  14 68 50 

       
Short-term receivables      
Trade receivables  35,710 34,503 
Other receivables  26,085 58,765 
Temporary and estimated items  2,234 3,626 
  5 64,029 96,894 

 
 
Trade receivables have the following structure: 
 
TCZK Note  2005 2004 

Receivables not yet due and receivables less than 180 
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 longer than 5 years   644 318 
    35,710 34,503 

 
 
Other receivables include the hotel’s funds which, based on agreements in force, are held in the bank 
accounts of Targa Hotels, a.s. and as at 31 December 2005 reported a balance of TCZK 24,498 (2004: 
TCZK 57,174). 
 
In 2005, the Company created value adjustments to receivables in bankruptcy proceedings and overdue 
totalling TCZK 15,948 (2004: TCZK 15,214). 

10.  Cash and cash equivalents 
 
  Note 2005 2004 
Cash in current accounts and cash in hand  123,151 13,251 
Short-term bank deposits  23,204 69,509 

  6 146,355 82,760 
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11.  Equity and changes in equity 
 
11.1. Registered capital 
 
71,380 registered shares with a nominal value of CZK 100,000 per share 
 
Under the Company’s Articles of Association, the shares are registered, certificated and transferable. The 
Company is currently making arrangements for their issue. 
 
 
11.2. Retained earnings in equity as at 31 December 2005 
 
Retained earnings reported in accordance with IFRS as at 31 December 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 ................................................. (TCZK 4,171,707) 

c) Profit/loss for 2004 
reported in accordance with IFRS .............................................................      TCZK 74,926 

 
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 audited annual financial statements as at 31 December 2003, 
prepared in accordance with Czech Accounting Standards. 
 

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 fair value remeasurement ………. (TCZK 4,948,909) 
 
 On initial transfer to IFRS, in accordance with IAS 16 the value of Kongresové centrum Praha, a.s. 
was reduced in the opening balance sheet and the new reduced value was considered the initial valuation 
of the cost model. The administration building was also subject to revaluation and fair value remeasurement 
in the opening balance sheet. The impairment of land and buildings and the fair value remeasurement were 
reflected in the initial conversion to IFRS under accumulated losses in equity.  
 
bb) cancellation of deferred tax liability …..................................................   TCZK 783,290 
 
 As part of the initial conversion of the accounts to IFRS, the Company cancelled the deferred tax 
liability in favour of equity. In accordance with IAS 12, the Company reported deductible temporary 
differences. Deferred taxes receivable are not reported and recognized by the Company in the financial 
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statements prepared in accordance with IFRS because there is not reasonable assurance that the 
Company will be able to use the deductible temporary differences against future taxable profit (see Note 7). 
 
bc) Elimination of intangible assets ..................................................................... (TCZK 6,088) 
 
 The Company eliminated, against accumulated losses in the transfer of accounting to IFRS, 
intangible assets which do not comply with the requirements of international accounting standards and their 
reporting (see Note 6).  
 
11.3. Earnings reported in accordance with IFRS (profit) .......... TCZK 14,078 
 
11.4. Earnings per share 
 
Earnings per share in 2005 were CZK 197 (2004: CZK 1,050). The numerator of the equation for the 
calculation of earnings per share is the Company’s net profit. All the Company’s shares are ordinary shares; 
the Company has not issues any preferred shares. The denominator is the average number of shares in 
circulation in 2005, i.e. 71,380 (2004: 71,380).  The Company has not acquired any of its own shares.  

12.  Loans and borrowings 
 
TCZK Note 2005 2004 
Long-term      
Bank loans  700,000 623,333 
Other loans  65,144 84,584 
Liabilities under leases  203 0 
Non-convertible bonds  1,595,275 1,675,575 
Total 13 2,360,622 2,383,492 

       
 
Short-term      
Bank loans  90,000 168,983 
Other loans  19,440 21,772 
Liabilities under leases  74 0 
Total 8 109,514 190,755 

 
Bank loans and borrowings are secured by a surety statement of the City of Prague and by a pledge of 
Company lands and buildings in the notarial register of pledges (see Note 5). 
 
The maturity of loans and borrowings is structured as follows:  
TCZK Note 2005 2004 
within 1 year   109,514 280,755 
between one and five years   32,847 585,417 
over 5 years   700,000  
maturity not specified   32,500 32,500 
   874,861 898,672 
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On 11 March 2005, an agreement was concluded with Komer� ní banka for the restructuring of loans from 
�ivnostenská banka and PPF banka. 
 
In 2004, the Company had the following loans and borrowings: 
 

- Bank loan advanced by PPF banka a.s. of 6 April 2001 in the amount of CZK 169 million, repayable 
in 2005, charged interest at REPO CNB plus 0.14% p.a.  The interest was altered by an addendum 
in 2005 to 3M Pribor 2.25% p.a. Paid in 2005. 

 
- Loan advanced by �ivnostenská banka on 28 July 2000 in the amount of CZK 800 million. Interest 

charged at 1M PRIBOR plus 0.1975% p.a. Paid in 2005. 
 

- Bank loan granted by DEXIA Kommunal kredit Bank, a.s. on 9 July 2003 in the amount of CZK 90 
million. Interest charged at 1M PRIBOR plus 0.30% p.a. Repayable as a lump sum.  Will be paid as 
a lump sum on 31 December 2006. 

 
- Interest-free loan from the City of Prague of 1 June 1995 in the amount of CZK 32.5 million. 

Maturity not specified.  Remains open in 2005. 
 

- Loan from Targa Hotels a.s. of 27 April 2001 to furbish the hotel, advanced in euro at TEUR 3,772. 
Repayable in monthly instalments until 2008. Interest charged at EURIBOR plus 2.75 % p.a. 
Remains open in 2005. 

 
- Loan advanced by KB, a.s. on 11 March 2005 in the amount of CZK 700 million. Interest charged at 

a fixed rate of 3.46 % p.a.  
 
On 16 April 1999, the Company issued bonds totalling EUR 55 million with a view to completing and 
reconstructing the congress centre and constructing the hotel part and BCV for the requirements of the 
meetings of the International Monetary Fund and World Bank Group in Prague in 2000. The bonds are 
redeemable as a lump sum on 16 April 2014 and earn interest at a fixed interest rate of 5.73% p.a. The 
coupon is repayable annually.  
 
Long-term bank loans and issued bonds are connected with the reconstruction and completion of the 
Company in order to host the meetings of the International Monetary Fund and World Bank Group in 
Prague in 2000. The chief party initiating and commissioning the reconstruction and completion of the 
congress centre was the state, represented by the Ministry of Finance. However, the state only guaranteed 
the granted loans; the actual repayment of debts was the responsibility of the Company.  
 
In 2005, the Company concluded a four-year lease contract for the purchase of a car. 
 
 
 
TCZK Note 

Minimum lease 
payments Interest Principal 

within 1 year   91 17 74 
between one and five years   251 48 203 
    342 65 277 

 
Effective interest rates were structured as follows at the balance-sheet date.  
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  Note 2005 2004 

Bank loans   3.46% 2.37% 
Other loans   5.57% 5.59% 
City of Prague loans   0% 0% 
Liabilities under leases   10% 0% 
Non-convertible bonds   5.73% 5.73% 

 
The carrying amounts of the Company’s loans are denominated in the following currencies. 
 
TCZK Note 2005 2004 
Czech crown   822,777 905,116 
Euro   1,647,359 1,669,131 
    2,470,136 2,574,247 

 
Exchange-rate developments in 2005 resulted in exchange-rate 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  562 894 
  7 562 894 

    
Short-term payables    
Trade payables  33,169 31456 
Temporary and estimated items  72,224 71678 
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 payables, liabilities of TCZK 407 in 2004 and TCZK 441 in 2005 
were more than 180 days overdue.  
 
The Company pays social security contributions, health insurance contributions and its tax liabilities to the 
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 provision created for court fees and lawyers’ fees in relation to actions 
brought against debtors. The balance as at 31 December 2005 is expected to be used in 2006. 

15.  Explanation of the conversion to IAS/IFRS 
    

The accounting policies referred to in the first part were applied in the preparation of the financial 
statements for the year ending 31 December 2005 and for the presentation of comparatives from the year 
ending 31 December 2004. 
 
Comparison of the balance sheet (including equity) at:  
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31 December 2003 
TCZK Situation in 

accordance with 
Czech Accounting 

Standards Reclassification Investment property 
Elimination of 

intangible assets 
Elimination of gain or 
loss from revaluation 

Revaluation of assets 
on initial conversion 

Cancellation of 
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 
Accounting 
Standards Reclassification 

Depreciation of 
impairment 

Investment 
property 

Fair value of 
investments 

Elimination of 
intangible assets 

Elimination of gain 
or loss from 
revaluation 

Revaluation of 
assets on initial 

conversion 

Cancellation of 
deferred tax 

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 



 

40 40 

 
31 December 2005 
TCZK Situation in 

accordance 
with Czech 
Accounting 
Standards 

Reclassificatio
n 

Depreciation 
of impairment 

Investment 
property 

Fair value of 
investments 

Elimination of 
intangible 

assets 
Emission 

allowances 

Elimination of 
gain or loss 

from 
revaluation 

Revaluation of 
assets on 

initial 
conversion Leases 

Cancellation 
of deferred tax 

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 



 

41 41 

 
Comparison of the profit and loss account (income statement) at: 
 
31 December 2004 

TCZK 

Situation in 
accordance with 

Czech 
Accounting 
Standards 

Tangible 
fixed assets 

IAS 16 
Investment 

property 

Elimination of 
intangible 

assets 
Elimination of gain or 
loss from revaluation 

Cancellation of 
deferred tax 

Situation in 
accordance 

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 

TCZK 

Situation in 
accordance 
with Czech 
Accounting 
Standards Leases 

Tangible 
fixed assets 

IAS 16 
Investment 

property 

Elimination 
of intangible 

assets 

Elimination 
of gain or 
loss from 

revaluation 

Cancellation 
of deferred 

tax 

Situation in 
accordance 

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) (17) 0 0 0 0 0 (137,377) 
Profit (loss) from financial operations (41,919) (17) 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 Ministry of the Environment of 14 February 2006 on 
permission for greenhouse gas emissions, the Company received allowances for 2005 and 2006. 

 
2. In connection with preparations for the issuance of the Company’s shares, an application was 

submitted for the registration of the full payment of the Company’s registered capital in the 
Commercial Register. This entry was registered in May. It had not entered into effect by the date 
on which these Notes were drawn up. 

 
3. In this respect, the time aspect of the reporting of registered capital immediately after the 

Company’s incorporation was checked. On the date of preparation of these Notes, the final 
necessary documents were being checked. However, the Company’s founder evidently failed to 
comply precisely with all the limits referred to in the law. Therefore, the Company’s Board of 
Directors is preparing steps in accordance with the relevant provisions of the Commercial Code. 
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Report on Relations between Related Entities 
in the accounting period from 1 January 2005 to 31 December 2005 

 
Report on relations between the controlling and controlled entity and on relations between the controlled entity 
and other entities controlled by the same controlling entity in accordance with Section 66a(9) of the 
Commercial Code (Report on relations between related entities) 
 
1) Controlled entity 
Kongresové centrum Praha, a.s. 
5. kv� tna 65, 140 21 Praha 4 
registration number: 63080249 
incorporated in the Commercial Register kept by the Municipal Court in Prague, Section B, Entry 3275 
 
2) Controlling entity 
City of Prague 
Mariánské nám. 2, 110 01 Praha 1 
registration number: 00064581 
 
3) Related entities 
Overview of capital interests controlled by the City of Prague – see Annex No 1 
 
4) Contracts and agreements between the controlling entity and the controlled entity and between the 
controlled entity and related entities 
No controlling agreement has been concluded between the controlled entity and the controlling entity. 
 
Agreements concluded with the controlling entity in 2005 – see Annex No 2 
As a matter of principle, agreements were concluded on an arm’s length basis, i.e. under normal pricing and 
other business conditions; neither of the entities received benefits or incurred damage. 
 
Agreements concluded with other related entities in 2005 – see Annex No 2 
In 2005, Kongresové centrum Praha, a.s. concluded agreements with the following related entities: Kolektory 
Praha, a.s. (1 contract) and Trade Centre Praha, akciová spole� nost (1 contract). As a matter of principle, 
agreements were concluded on an arm’s length basis, i.e. under normal pricing and other business 
conditions; neither of the entities received benefits or incurred damage. 
 
5) Declaration 
This report does not contain any information that is the subject of the Company’s professional secrets or 
information which is classified as confidential under a separate law. 
 
Prague, XX 2006 
 
Jan Bürgermeister, Chairman of the Board of Directors, KCP, a.s. 
 
Ivan Bedná�, Vice-Chairman of the Board of Directors, KCP, a.s. 
 
Karel Klíma, Vice-Chairman of the Board of Directors, KCP, a.s. 
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Annex No 1 
 
Overview of capital interests controlled by the City of Prague as at 31 December 2005 

Company name 

Share (%) held by the 
City of Prague in the 

registered capital  Registered office 
Registration 

number  Objects of business 

Dopravní podnik hl. m. Prahy, a.s. 100% 
Praha 9, Sokolovská 
217/42 00005886 

-         operation of tram way, a special railway (metro) and funicular 
railway, and operation of rail transport in the City of Prague 

        -         passenger/freight road transport 

        -         repair of road vehicles, vehicle bodies, other vehicles 

        -         fitting work 

        
-         production, installation and repair of electrical machinery 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 category lower than ++ 

        -         operation of private health facilities 

        
-         assembly, repair, inspection and testing of speciality electrical 
equipment 

        
-         assembly, maintenance and servicing of telecommunication 
equipment 

        -         provision of telecommunication services 

        
-         operation of garages and lay-bys, technical inspection station, 
emission measurement station 

Kolektory Praha, a.s. 100% 
Praha 9, Pešlova 
3/341 26714124 -         mediation of trade 

        -         capital construction engineering 

        -         repair of speciality electrical equipment 

        
-         production of low-voltage switchboards and batteries, cables and 
conductors 

        -         testing, measurements and analysis 

        -         fitting work 

        -         production, installation and repair of electrical equipment 

Kongresové centrum Praha, a.s. 100% Praha 4, 5. kv� tna 65 63080249 -         hospitality services 

        -         operation of car park and garages 

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

        -         organization of artistic and cultural events 

        
-         letting of property with the provision of only basic services 
connected with the lease 

        -         operation of a private healthcare facility 

        -         accommodation services 

        -         copying work 

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

        -         hire of movable assets 

        -         money-changing services 

        -         mediation of services 
Obchodní spole� nost Praha – � isté 
m� sto, a.s. 100% Praha 1, Celetná 29 63080664 -         purchase and resale of goods 

        -         finance leases 

        
-         construction, structural alterations, maintenance work and 
demolition 

Obecní d� m, a.s. 100% 
Praha 1, nám� stí 
Republiky 1090/5 2725198 -         administration and maintenance of properties 
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        -         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, festivals, sales and similar events 

        -         operation of cultural and cultural/educational events 

        -         real estate agency activities 

        
-         retail sales and rentals of audio and audiovisual recordings and 
blank carriers thereof 

        
-         production, reproduction and recording of audio and audiovisual 
recordings 

Pra�ská energetika Holding a.s. 51% 
Praha 10, Na Hroud�  
4 2648059 -         administration of the capital interests of legal persons 

        -         economic and organizational consultancy services 

Pra�ská plynárenská Holding a.s. 51% 
Praha 4, U plynárny 
500 26442272 -         economic and organizational consultancy services 

Pra�ská teplárenská Holding a.s. 51% 
Praha 7, Partyzánská 
1 26416808 -         administration of the capital interests of legal persons 

        -         economic and organizational consultancy services 
Pra�ská vodohospodá�ská 
spole� nost a.s. 92.01% 

Praha 1, Cihelná 4, 
118 00 25656112 -         purchase and resale of goods as an unregulated business 

        -         capital construction design 

        -         water management assessments  

        -         capital construction engineering 

        -         administration of movable and immovable assets 

        -         provision of services in public procurement and public tenders 

        -         mediation in the construction industry 

        -         accounting consultancy services, accounting 

        
-         business, financial, organizational and economic consultancy 
services 

        
-         administrative services and services of an organizational and 
economic nature for natural and legal persons 

        -         mediation of trade 

        -         real estate agency services 

        
-         provision of software and consultancy services in hardware and 
software 

        -         data processing, databank services, network administration 

Pra�ské slu�by, a.s. 71.84% (76.92%) 
Praha 9, Pod 
Šancemi 444/1 60194120 -         treatment of roadside vegetation 

        
-         ensuring the negotiability of roads and pavements and 
components thereof, including the removal of emergency faults 

        -         cleaning of roads and public areas 

        -         provision of safety signs for roads 

        
-         business in waste management, with the exception of hazardous 
waste 

        -         repairs of motor vehicles 

        -         automated data processing 

        -         purchase and resale of goods 

        -         repair and maintenance of speciality electrical equipment 

        
-         construction, structural alterations, maintenance work and 
demolition 

        -         road transport – national freight services  

        -         advertising – production and distribution of printed advertisements 

        -         heat generation 
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        -         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 implementation of computer 
systems 

        -         operation of petrol stations with fuel and lubricants 

        -         technical transport services 

TCP – Vidoule a.s. 98.09% Praha 2, Blanická 28 25649329 -         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 akciová 
spole� nost (TCP) 89.67% 

Praha 2, Blanická 
1008/28 00409316 -         retail in mixed goods 

        -         specialized retail 

        
-         business, financial, organizational and economic consultancy 
services 

        
-         administrative services and services of an organizational and 
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 Praha, a.s. under contractual relations with related entities, 
entered into in 2005 
 
Debtor Contract Event CZK 
City of Prague 2005/00244 Schola Pragensis 1,900,000.05 
City of Prague 2005/00358 Meeting of the Commission of the Council of 

the Association of Regions for Education 
12,768.70 

City of Prague 944-35-04 (until 30 
April 2005) 

Loan Agreement 10,622.11 

Kolektory Praha, a.s. 2005/00365 Contemporary children’s artwork 35,700.00 
Trade Centre Praha, 
akciová spole� nost 

2005/00326 Children’s Advent 17,850.00 

 
 
 
Creditor Contract Event CZK 
City of 
Prague 

NAP/58/01/003454/2003 Lease agreement – positioning of one piece of 
advertising equipment 

13,000.00 
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Auditor’s report on the financial statements and annual report 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. kv� tna 65 
    140 21  Praha 4 
 
Subject of audit: Audit of the financial statements for 2005, information from the financial 

statements disclosed in the annual report of The Prague Congress 
Centre for 2005, and verification of the ‘Report on relations between 
related entities for the accounting period from 1 January 2005 to 31 
December 2005’, prepared by the Board of Directors of the Prague 
Congress Centre in accordance with Section 66a of the Commercial 
Code (hereinafter referred to as ‘Report on Relations between Related 
Entities’ 

 
 
Audited period: the accounting period from 1 January 2005 to 31 December 2005 
 
Balance-sheet date: 31 December 2005 
 
Date of signature of the report: 14 June 2006 
 
Auditors:   EURO-Trend Audit, a.s. 
    Chamber of Auditors Licence No 317 
 
    Petr Ryneš 
    Chamber of Auditors Licence No 1299 
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Auditor’s report on the financial statements and annual report of the Prague 
Congress Centre for the 2005 accounting period 

 
 

Auditor’s Report to the Shareholders of the Prague Congress Centre 
 
We have audited the financial statements of the Prague Congress Centre for the year ended 31 
December 2005; on 7 June 2006, we issued a separate unqualified auditor’s report on the financial 
statements. The auditor's report on the financial statements reads as follows: 
 
We have audited the accompanying financial statements of the Prague Congress Centre prepared 
as at 31 December 2005 and the related profit and loss account, cash flow statement and notes 
for 2005 (‘financial statements’). The management of the Prague Congress Centre is responsible for 
preparing the financial statements. Our responsibility is to express an opinion on these financial 
statements based on our audit.  
 
We conducted our audit in accordance with the Act on Auditors and International Auditing Standards 
and the related application clauses of the Chamber of Auditors of the Czech Republic. Those 
standards require that we plan and conduct the audit to gain reasonable assurance that the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes an 
assessment of the correctness and suitability of the accounting policies used and significant 
estimates made by the company management, and an evaluation of the informative capacity of the 
financial statements. We believe that our audit provides a reasonable basis for our opinion.  
 
In our opinion, the financial statements give a true and fair view, in all material respects, of the 
assets, liabilities, equity and financial position of the Prague Congress Centre as at 31 December 
2005 and of the costs, revenues and results of its operations for the year then ended in accordance 
with International Financial Reporting Standards in the wording adopted by the European Union.  
 
Auditor’s verdict: unqualified 
 
We also examined the accuracy of the disclosures in the report on relations between related entities 
issued by the Prague Congress Centre as at 31 December 2005. The management of the Prague 
Congress Centre is responsible for preparing the report on relations. Our responsibility is to express 
an opinion on this report on relations based on our verification procedure. 
 
We conducted the verification procedure in accordance with International Auditing Standards 
concerning this verification and with the related application clauses of the Chamber of Auditors of the 
Czech Republic. Those standards require that we plan and conduct the verification procedure to 
obtain reasonable assurance about whether the report on relations is free of material misstatements. 
The verification procedure is limited, in particular, to the interviewing of company staff, analytical 
procedures and an examination, on a test basis, of the accuracy of disclosures. Therefore this 
verification offers a lesser degree of assurance than an audit. We did not conduct an audit of the 
report on relations and therefore we do not issue an auditor’s verdict. 
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Based on our verification procedure, we discovered no material misstatements in the disclosures in 
the report on relations between related entities issued by the Prague Congress Centre as at 31 
December 2005. 
 
We have also audited the compliance of the annual report with the above-mentioned financial 
statements.  The company’s management is responsible for the accuracy of the annual report. Our 
responsibility is to express an opinion on the compliance of the annual report with the financial 
statements based on our audit. 
 
We conducted the audit in accordance with International Auditing Standards and the related 
application clauses of the Chamber of Auditors of the Czech Republic. Those standards require that 
we plan and conduct the audit to obtain reasonable assurance about whether the information 
disclosed in the annual report that has been taken or derived from the financial statements complies, 
in all material respects, with these financial statements. We believe that our audit provides a 
reasonable basis for our opinion. 
 
In our opinion, the information disclosed in the annual report complies, in all material respects, with 
the above-mentioned financial statements. 
 
 
Prague, 14 June 2006 
 
 
 
 
 
Auditing company:      Responsible auditor: 
EURO-Trend Audit, a.s.             Petr Ryneš 
Licence No 317                Licence number 1299 
 
On behalf of the company: 

Petr Ryneš, Chairman of the Board of Directors 
 
 
 
 


