UNIPETROL, a. s.

FIRST HALF YEAR 2006 REPORT
TEXT PART
1. ECONOMIC RESULTS FOR PERIOD FROM JANUARY TO JUNE 2006
1.1. UNIPETROL, a.s.

UNIPETROL, a.s. main business areas are counseling and management. UNIPETROL,a.s. owns plots mainly built-up with manufacturing or administrative property of companies CHEMOPETROL, a.s., KAUČUK, a.s. a ČESKÁ RAFINÉRSKÁ, a.s.. Mentioned companies use the properties based on contract of Right of user. Company thoroughly focuses on administration of financial assets and management and supporting of activities of subsidiary companies. It significantly supports utilization of synergy effects within the group. UNIPETROL, a.s. gets long-term financial funds for financing of investments of subsidiary companies; business area uses join foreing representations and co-ordinates purchasing activities of the group in such maneer to achieve better price conditions.
Selected non-consolidated financial results for period 2005 – 2006 as per IFRS
	as of June 30
	2005
	2006

	Total assets
	ths.CZK
	27 165 940
	28 629 654

	Total receivables
	ths.CZK
	7 981 522
	8 479 410

	from which Long term Trade receivables 
	ths.CZK
	0
	0

	Equity
	ths.CZK
	19 085 104
	23 098 147

	Issued capital
	ths.CZK
	18 133 476
	18 133 476

	Debts
	ths.CZK
	8 080 836
	5 531 506

	Issues of Bonds
	ths.CZK
	3 125 843
	3 222 844

	Issued capital per one share
	ths.CZK
	105,25
	127

	Total revenues
	ths.CZK
	80 602
	86 278

	Profit for the period
	ths.CZK
	-189 512
	2 780 774


UNIPETROL, a.s.

In compliance with International Financial Reporting Standards (IFRS) the controlling company of Unipetrol group showed gains in amount of 2 781 m CZK. Main contribution to the gains is dividends received from subsidiaries CHEMOPETROL a.s. and KAUČUK a.s. 
1.2. ECONOMIC RESULTS OF SUBSIDIARIES 

CHEMOPETROL, a.s.

CHEMOPETROL sales in 1H2006 achieved the value of 16 994 m CZK vs. 15 471 m CZK last year. Net profit of the company for 1H2006 shows the number of 1 464 m CZK vs. 1 489 m CZK in 1H2005. The company sales in 2Q2006 reached the level of 8 585 m CZK (8 168 m CZK in 2Q2005) and generated net profit in 2Q2006 of 568 m CZK (390 m CZK in 2Q2005).

The company revenues from sales were higher than a last year figure as a result of higher prices for polyethylene, polypropylene and ethylene. Petrochemical and agrochemical gross margins were also improved due to combination of price trend of crude oil (refinery products) and output of chemical production. 

Stronger CZK vs. EUR had a negative impact on the company financial results in 1H2006.

The realized production of ethylene unit was affected by structure of raw materials from CRC - full capacity was not achieved due to technical problem with main distillation column but the production fully covered increased demand. Polypropylene production in 2Q2006 was lower due repeated failure in granulating unit and high outdoor temperature (high temperature of cool water for reactors). 

KAUČUK a.s.

In 1H2006 KAUCUK achieved the revenues from sales in the amount of 5 616 m CZK vs. 5 551 m CZK in 1H2005. In the first half of 2006 the company generated net result of 419 m CZK and doubled the 1H2005 number (222 m CZK). The company sales in 2Q2006 reached the level of 2 945 m CZK (2 632 m CZK in 2Q2005) and generated net profit in 2Q2006 of 208 m CZK (-65 m CZK in 2Q2005).

The company lower sales in first months of 2006 were caused by low demand and especially by seasonal character of the demand for polystyrenes. Weak demand for synthetic rubber and polystrerenes was only partially compensated by an increase in sales of the base semi-product – styrene. This tendency remained unchanged throughout the whole first quarter.

KAUCUK total sales of products in 2Q2006 were higher in comparison to the same period of last year and also previous periods.

Fraction C4 product’s butadiene reached highest margin and sales volume. High sales of E-SBR continued in 2Q2006 and there was full reflection of increased price raw materials to sale prices. The same applies for EPS. Polystyrene achieved sales and margin increase compared to same period 2005 even of price volatility of benzene.

In 1Q2006 UNIPETROL, the owner of 100% shares of KAUCUK, announced its intention to sell its shareholdings in the company KAUCUK and started the process of divestment. At the end of 1H2006 the divestment process was in progress.
SPOLANA a.s.

SPOLANA revenues from sales achieved in 1H2006 the amount of 2 983 m CZK and remained almost unchanged in comparison with last year figure of 2 995 m CZK. Net profit of the company for 1H2006 shows the number of 138 m CZK and is slightly lower than the 1H2005 result of 162 m CZK. The company sales in 2Q2006 reached the level of 1 360 m CZK (1 395 m CZK in 2Q2005) and generated net profit in 2Q2006 of 42 m CZK (-8 m CZK in 2Q2005).

In March there was a flood in Czech Republic which influenced the company activity. The management of SPOLANA decided to shut down the chemical production. Special action was taken to minimize the leakage of any chemical products. As a result of the flood crisis and the necessity of emptying the company’s warehouses SPOLANA increased the sales volume due to selling off products from stock.

In first months of 2006 the company benefited from the price boom for PVC and melted caprolactam. SPOLANA limited the production of granulated caprolactam to maximize production and sales of melted caprolactam which noted a higher demand.

In 2Q2006 the producer‘s efforts were focused on passing the higher costs for ethylene and energy to PVC prices, which was achieved to a very limited extent due to evenly matched supply and demand. In the middle of the period of 1H2006 a demand for Sodium Hydroxide commenced to decrease. At the end of May this trend slowed down in particular in the export market due to several producers' drop-outs. The domestic market noted a price decline. The trend of increased demand for CPL Molten continued. Thanks to higher inventories from the previous months, the company could increase supplies to its customers. As far as Ammonium Sulphate is concerned a decline in domestic sales for fertilizing was compensated by export to overseas markets, however for unfavorable prices (stagnating demand). Therefore the company sold only the amount needed to keep the CPL production plant running. 

In 1Q2006 UNIPETROL made information public about its intention to divest its shareholdings in SPOLANA. An open tender was then announced and several offers from potential buyers were received by the seller. At the end of 1H2006 the divestment process was in progress. 

BENZINA a.s.
BENZINA achieved the revenues from sales in 1H2006 at the amount of 3 474 m CZK. The number is over 25% higher than the one generated for first six months of last year. BENZINA net result in 1H2006 shows the loss of -255 m CZK vs. -263 m CZK in 1H2005. The company sales in 2Q2006 reached the level of 2 031 m CZK (1 507 m CZK in 2Q2005) and generated net profit in 2Q2006 of -47 m CZK (-376 m CZK in 2Q2005). BENZINA achieved positive value at the level of EBIT both for 1H2006 (+43 m CZK) and for 2Q2006 (+46 m CZK).

In 1H2006 BENZINA continued the process of liquidation of BENZINA TRADE, its 100% subsidiary responsible for non-fuel business on filling stations. BENZINA TRADE was converted into BENZINA’s new department focused on non-fuel activity.

At the beginning of 1H2006 BENZINA acquired 100% shares of PARAMO TRYSK from PARAMO. The company started the process of operational integration of the acquired 19 filling stations with the existing network. In 2Q2006 BENZINA started the process of merger with PARAMO TRYSK. 

In May DVD promotion on BENZINA sites started and had significant positive influence on the company results.

Operations standard "Ready for business" was developed and announced in the second quarter of 2006 and implementation started. 

Internal training for all Area Managers and dealers of Top A and B sites started during the said period. 

New store merchandising concept was in the process of development and test. 

All mentioned above undertakings are aimed at improvement of services and operational effectiveness of filling stations.

PARAMO a.s.

The company sales in 1H2006 reached the level of 5 215 m CZK (4 822 m CZK in 1H2005) and generated net profit in 1H2006 of 138 m CZK (-94 m CZK in 1H2005). PARAMO sales in 2Q2006 amounted at 3 145 m CZK (3 163 m CZK in 2Q2005) and achieved net profit in 2Q2006 of 110 m CZK (-2 m CZK in 2Q2005).

Lower amount of crude oil processed in first months of 2006 was the result of maintenance shutdown in refinery. The shutdown was made 3-weeks in advance in relation to the original plan due to unfavorable market situation – very high oil prices. The decrease of oil processed was directly mirrored by the decrease in sales. Lack of possible transmission of increase in oil prices into the prices of final products, due to the specifics of oils and asphalts market, is connected to high influence of substitute products. 

The situation changed in 2Q2006 as a result of commencement of seasonal production (bitumens and bituminous products). 

The company was able to increase prices for asphalts and lubricants during the period. Positive influence on the company’s results had also a stable increase of refinery margins mainly during 2Q2006.

Crude oil processed in PARAMO in 1H2006 at the level of 234 kt was lower by 15% in comparison with 1H2005 number (270 kt) due to unfavorable margins and high crude oil prices especially in 1Q2006.

At the beginning of the period PARAMO sold to BENZINA its shareholding in its 100% subsidiary - PARAMO TRYSK for the amount of 252 m CZK.

UNIPETROL RAFINÉRIE a.s.

The company sales in 1H2006 reached the level of 29 665 m CZK (24 071 m CZK in 1H2005) and generated net result in 1H2006 of -38 m CZK (59 m CZK in 1H2005). The company sales in 2Q2006 amounted at 15 882 m CZK (13 428 m CZK last year) and achieved net profit at the level of 287 m CZK (236 m CZK last year).

Crude oil processed in Unipetrol Rafinerie in 1H2006 was higher by 8% than the level achieved in 1H2005 and reached 1 743 kt. The increase in crude oil processing was achieved mainly due to 2Q2006 operations. Low oil processing in 1Q2006 was caused mainly by: maintenance shutdown in February in the area of the hydroskimming facility in the Kralupy refinery and unplanned shutdown of refinery installations in Litvínov in March 2006, used for catalyst exchange. Additionally in 1Q2006 the company had much less favorable product mix as a result of higher supply of POX feed together with lower Rebco processing and also the company results were negatively influenced by time shift formula of Steam Cracker feedstock price and IKL first filling revaluation. 

At the end of the first half of 2006 products sale prices increased in comparison with previous months (with the exception of fuel oils). Demand for refinery product was increased which allowed increasing crude oil throughput and positively influenced on 2Q2006 financial results of the company. Jet and diesel suffered from significant imports, fuel oils from low demand and extremely high stocks.

Positive influence on the company’s results in 1H2006 had also a stable increase of refinery margins during the period.

Chamber 11 started up at 27th June which allows improving production slate and has a limited impact on crude oil processing volume.

ČESKÁ RAFINÉRSKÁ, a.s.

CRC operates its production facilities in the so called processing mode from August 2003 which means that the processing fee from the processing companies Agip Ceská republika, ConocoPhillips Czech Republic, Shell Czech Republic and Unipetrol Rafinérie stands for the sales of the company. The processing fee is derived from the costs of processing of crude oil to refinery products. In the first half of 2006 the net profit of CRC amounts to 182 m CZK. The turnover for this period amounts to 4,475 m CZK. In the same period of 2005 CRC reported net profit of 177 m CZK and the turnover of 4,419 m CZK.

In the first half of 2006 CRC processed almost 3.5 mil tons of crude oil for its processing companies which is by 6 percent more than in the same period of last year. The volume of final products has increased for more than 7 percent. Compared with the same period of last year, the production of diesel, motor gasoline, aviation fuel and asphalts has increased meanwhile the production of heating oils slightly decreased.

AGROBOHEMIE, a.s. and ALIACHEM, a.s.
In August/September 2005 UNIPETROL, a.s. received letters from DEZA, a.s. requesting to enter into share purchase agreements related to shares of AGROBOHEMIE a.s. and ALIACHEM a.s. Each of companies UNIPETROL, a.s. and Deza, a.s. are owners of 50 % shares of AGROBOHEMIE a.s. In ALIACHEM a.s., AGROBOHEMIE a.s. owns 55.01 %, UNIPETROL, a.s. 38.79 % and DEZA, a.s. 4.67 %. The remaining 1.53% of shares is owned by minority shareholders.
These letters referred to agreements on future share purchase agreements signed between UNIPETROL, a.s. and DEZA, a.s. which regard shares of AGROBOHEMIE a.s. (date of signing 12 October 2000) and ALIACHEM a.s. (date of signing 15 August 2001).

Having thoroughly analysed the signed documents and the received letters, the Board of Directors of UNIPETROL, a.s. concluded that, apart from deviating from standard market practices and prudent business behaviour, the above mentioned agreements suffer by serious legal defects which are likely to make these agreements invalid. Consequently, the Board of Directors of UNIPETROL, a.s. proposed to DEZA, a.s. to modify the agreements so that the risk of their invalidity can be safely excluded. By means of correspondence and direct meetings, UNIPETROL, a.s. tried pro-actively to convince DEZA, a.s. that the agreements are modified accordingly. 

Despite these efforts, DEZA, a.s. has rejected Board of Directors of UNIPETROL, a.s. proposals. In these circumstances the Board of Directors of UNIPETROL, a.s. decided to submit the future share purchase agreements under court’s judgement and, on 14 December 2005, filed an application to the court to have the agreements declared invalid.

On 26 January 2006 DEZA, a.s. filed to the court its claim for contractual penalties against UNIPETROL, a.s. based on the argument that UNIPETROL, a.s. breached its obligation to sign the share transfer agreements. DEZA, a.s. calculates the penalties on the basis of the above mentioned agreements in the amount of CZK 1.5 mil per day.

It is very difficult to estimate the time period within which the court will arrive at the final and unappealable decision regarding the invalidity of the agreements or payment (if any) of the contractual penalties claimed by DEZA, a.s. Court proceedings in the Czech Republic would normally last a number of years, depending on various circumstances.

On 5 April 2006 UNIPETROL, a.s. received the payment order from Prague court. UNIPETROL, a.s. requested the court that the payment order from Prague court be cancelled and that the full proceedings be commenced on the merits of the case. Within these proceedings, UNIPETROL, a.s. will continue with its claim that the above mentioned agreements are invalid and that, therefore, DEZA’s claim for contractual penalties should be rejected.

In addition, UNIPETROL, a.s. has currently no access to any commercial information relating to a future development of both AGROBOHEMIE a.s. and ALIACHEM a.s. It is also unable to manage, control or influence the operational and financial situation of both companies with the result that these companies are controlled by DEZA, a.s. In these circumstances, and given the existence of the court dispute with DEZA, a.s. UNIPETROL, a.s.' ability to sell its shares in both companies to a third party investor is very limited.

The above stated circumstances can have a significant negative impact on the value of UNIPETROL a.s.’ shares in AGROBOHEMIE a.s. and ALIACHEM a.s. However, having in mind the two facts: i) uncertainty about future result of the court proceeding and ii) difficulties with determination of fair value of these shares, no impairment charge has been established in respect of these shares and no provision for penalties has been established. The Board of Directors of UNIPETROL, a.s. believes, however, that given the above circumstances, the fair value of UNIPETROL, a.s. shareholdings in both companies is likely to be lower than their carrying amount presented in the consolidated financial statements of UNIPETROL, a.s.
2. UNIPETROL , a.s.  –  OWNERSHIP INTEREST

In the first half of 2006 there were following changes in the ownership interest of UNIPETROL, a.s.:

· shares in companies where UNIPETROL a.s. has direct ownership interest did not change since 31.12.2005 

· on 20.1.2006 the registered capital of BENZINA a.s. was entered in the Commercial Registry as  900,778 mil. CZK (increase by 300 m CZK)

· on 24.1.2006 the General Meeting of ALIACHEM a.s. decided to change the trade name of the company to Synthesia, a.s.; the change was entered into the Commercial Registry on 1.4.2006

· on 23.6.2006 UNIPETROL a.s., acting as the General Meeting of UNIPETROL RAFINÉRIE a.s. to increase the registered capital of the company by 300 mil. CZK from own sources of the company; the increase was entered into the Commercial Registry on 31.7.2006.

Financial investments of UNIPETROL, a.s.

As at 30.6.2006

	Name
	Registered office
	Share %
	Registered capital
(ths CZK)
	Share in registered capital (ths CZK)

	CHEMOPETROL, a.s.
	Litvínov
	100,00
	10 846 764
	10 846 764

	KAUČUK, a.s.
	Kralupy nad Vltavou
	100,00
	6 236 000
	6 236 000

	VÚANCH, a.s.
	Ústí nad Labem
	100,00
	60 000
	60 000 

	UNIPETROL TRADE a.s.
	Praha
	100,00
	2 172 
	2 172 

	BENZINA a.s
	Praha
	100,00
	900 778                          
	900 778

	UNIPETROL RAFINÉRIE a.s.
	Litvínov
	100,00
	1 000*)
	1 000*)

	SPOLANA a.s.
	Neratovice
	81,78
	885 229
	723 949

	PARAMO, a.s.
	Pardubice
	73,52
	1 330 078
	977 891

	ČESKÁ RAFINÉRSKÁ, a.s.
	Litvínov
	51,00
	9 348 240
	4 767 210

	AGROBOHEMIE a.s.
	Praha
	50,00
	1 015 200
	507 600

	Synthesia, a.s.
	Pardubice
	38,79
	4 304 599 
	1 669 739

	Penzijní fond CERTUM-RENTA a.s. in liquidation, bankruptcy
	Praha
	15,83
	120 000
	19 000

	UNIVERSAL BANKA, a.s. bankruptcy
	Praha
	16,45
	1 520 000
	250 000

	CELIO a.s.
	Litvínov
	10,53
	190 000
	20 000

	CHEMAPOL GROUP, a.s. bankruptcy
	Praha
	0,004
	2 506 404
	100

	Spolek pro chemickou a hutní výrobu, a.s.
	Ústí nad Labem
	0,00
	1 939 408
	0,5


*)  UNIPETROL, a.s. decided on 23.6.2006, acting as the General Meeting of UNIPETROL RAFINÉRIE, to increase the company’s registered capital by 300 m CZK (to 301 m CZK). On 30.6.2006 the increased registered capital was not yet entered into the Commercial Registry. 

3. EXPECTED DEVELOPMENT OF ACTIVITIES IN 2H2006
CHEMOPETROL, a.s.

In connection with a long-term oil price growth, there is expected a down pressure on the oil product margins and consequently reduction of the petrochemical production profitability. It relates to ethylene, polypropylene and polyethylene unit products. Agrochemical products should follow this trend. Strengthening CZK to EUR will deepen this trend more. 

Chemopetrol forecasts are less positive in the second half of the year than in the first one. But there is serious expectation for exceeding of the profit in comparison to the annual plan.

KAUČUK a.s.

Higher expected margins for products in 2006 are correspondent to the higher prices of petrochemical products in comparison with initial amounts planned for 2006. In the first half of the year the prices reached for most products were higher than planned, with the exception of synthetic rubber, and in the second half of the year KAUČUK, a.s. expects slight increase of its prices due to feedstock prices. Due to high competition the margins for most commodities traded by KAUČUK, a.s. will be probably under considerable pressure also in the second half of the year. Also, unlike in the first part of 2006, there will be negative impact of technological shutdowns of our production facilities. The expected economic result for the second half of the year will not be equal to the results for the first half of 2006, but the total result for the year is expected to be equal to the amounts generated last year.
In 1Q2006 UNIPETROL, the owner of 100% shares of KAUCUK, announced its intention to sell its shareholdings in the company KAUCUK and started the process of divestment. The divestment process should continue or be finalized in 2H2006.
SPOLANA a.s.

In 2H 2006, stable situation is expected in both PVC and Sodium Hydroxide markets.

The Caprolactam market is anticipating high price fluctuations concerning the basic feedstock – Cyclohexanone, which may be eliminated by the shift in Caprolactam prices thanks to healthy demand.

The flood-related production losses will be compensated through shortened maintenance shutdowns and higher utilization of the plant capacities.
Considering the above expectations, we can estimate that the economic result will surpass the level achieved in 2005.
In 1Q2006 UNIPETROL made information public about its intention to divest its shareholdings in SPOLANA. An open tender was then announced and several offers from potential buyers were received by the seller. The divestment process should continue or be finalized in 2H2006.
BENZINA a.s.

Development in 2H 2006 seems to follow the positive development from 2Q 2006. BENZINA sites should excess the planed targets in term of volume and will compensate lower Paramo Trysk sites operational performance. Whole integrated network should achieve the Plan in 2006. For 2H 2006 BENZINA expects increase in sales as influence of summer motorists’ season. 

BENZINA action’s highlights for 2H 2006: BENZINA will continue in portfolio optimization of its network, 12 filling stations is prepared for divestment. BENZINA assumes based on the long-term strategy to split integrated BENZINA and Paramo Trysk network into 2 parts – BENZINA premium and BENZINA standard network. The first pilot for BENZINA premium filling station will be finished in the middle of September 2006. The next 25 sites will follow till the end of the year. BENZINA will continue in strong orientation on the upgrade of dealers segment.

PARAMO a.s.

Business performance of Paramo improved in 2Q 2006 because of an increase of unit selling prices of lubricants and asphalt products supported by the season in branch.

During the 2H 2006, the Company expects to assure profitability of all its segments (refinery, bitumen, lube oil Pardubice and Kolin plants) and keep market share and margin in bitumen and lubricant market. The company wants to utilise synergy PKN – Unipetrol by production and sales of lubricants and bitumen. Paramo is preparing policy of sale price connection of bitumen and lubricants with crude oil price. 

Operational improvement during 2H 2006 should be achieved through vacuum distillates re-processing, heavy residue re-processing and utilization of synergy PKN – Unipetrol.

UNIPETROL RAFINÉRIE a.s.

The forecast for the second half of the year 2006 presumes that the market will be influenced by typical seasonal factors - slightly high refinery margins in 3Q with strong fuels demand. 

The volume of processed crude oil in the second part of the year 2006 is expected to reach the planned level. 

ČESKÁ RAFINÉRSKÁ, a.s.

Since the beginning of 2006, CRC registers high requirements from its processing companies on the production of fuels, the annual increase of which corresponds to the approved 2006 Business Plan. For the company it means that in the latest months of 2H 2006 it processed the highest volumes of crude oil in its history and it approximated its maximum capacity (especially in the Litvínov refinery). This positive trend and high volume of the processed crude oil could be forecasted even for the months to come in the view of the expected permanent high demand for fuels. 

AGROBOHEMIE, a.s. and ALIACHEM, a.s.
Case of AGROBOHEMIE, a.s. and ALIACHEM, a.s. seems to continue in 2H2006.

4. CHANGES IN THE SUPERVISORY BOARD 
Changes in the Supervisory Board between 1 January 2006 and 30 June 2006

The Supervisory Board of UNIPETROL, a.s. in its meeting on 15 March 2006 acknowledged the resignation of Ms. Ewa Joanna Chmielewska as a member of the Unipetrol Supervisory Board and appointed Paweł Jasiński as a substitute member of the Supervisory Board until the next General Meeting of the company. 

The General Meeting held on 13 April 2006 elected Mr. Paweł Jasiński as a member of the Supervisory Board.

The Supervisory Board, on its meeting on 13 April 2006 acknowledged the resignation of Mr. Milan Kuncíř as a member of the Supervisory Board.

The General Meeting held on 22 June 2006 elected Mr. Ivan Kočárník as a member of the Supervisory Board.

The Supervisory Board, on its meeting on 22 June 2006 acknowledged the resignation of Mr. Miroslav Grégr and Mr. Vlastimil Růžička as members of the Supervisory Board and appointed Mr. Czesław Bugaj and Mr. Rafał Kapler as substitute members of the Supervisory Board until the next General Meeting of the company.     

Make-up of the Supervisory Board as of 30. 6. 2006:

Chairman of the Supervisory Board:

Chalupec Igor 

Deputy Chairman of the Supervisory Board:
Smorszczewski Cezary 

Members of the Supervisory Board:

Černý Zdeněk

                                                         
Suchánek Miloslav 

                                                         
Kočárník Ivan 

Formela Dariusz  

                                                         
Kearney Piotr 

                                                         
Lorenc Wojciech







Jasiński Paweł 

                                                         
Bugaj Czesław

                                                        

Szymański Paweł  







Kapler Rafał

                                                         
 

Changes in the Board of Directors between 1 January 2006 and 30 June 2006

The Supervisory Board of UNIPETROL, a.s., on its meeting on 16 February 2006 unanimously appointed Mr. François Vleugels as a member of the Board of Directors starting 1 April 2006 and recommended to the Board of Directors of UNIPETROL, a.s. to elect him as Chairman of the Board of Directors and appoint him the Chief Executive Officer. 

The Board of Directors on its meeting on 3 April 2006 elected Mr. François Vleugels as a Chairman of the Board of Directors and at the same time appointed him as the Chief Executive Officer.

The General Meeting held on 13th April 2006 approved changes in the Articles of Association, including a change in art. 17. section 1., changing the number of members of the Board of Directors from five to seven.     

The Supervisory Board on its meeting on 10 May 2006 acknowledged the resignation of Mr. Vít Šubert from his post of the Deputy Chairman and member of the Board of Directors.

On 19 May 2006 the Supervisory Board on an extraordinary meeting elected Mr. Petr Bodlák as a member of the Board of Directors.

The Supervisory Board on its meeting on 22 June 2006 recalled Mr. Frederik Emich from the Board of Directors and elected Mr. Ivan Ottis as a member of the Board of Directors.

Make-up of the Board of Directors as of 30. 6. 2006:

Chairman of the Board of Directors:

Vleugels François 
Deputy Chairman of the Board of Directors:
Mroczkowski Marek 

Member of the Board of Directors:

Marzec Dariusz  

                                                         
Bodlák Petr 

                                                         
Ottis Ivan

5. DIVISION OF PROFITS FOR 2005

The General Meeting approved the proposal of the Board of Directors to divide the profits generated in 2005, in the amount of 1,025,956,160,29 CZK, in the following way:

Obligatory payment to the reserve fund 
   51 297 808,01 CZK

Covering of losses from the previous years 
   67 971 569,25 CZK

Transfer to the undivided profits account 
 906 686 783,03 CZK







