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Consolidated income statement

prepared in accordance with International Financial Reporting Standards

For the 6 months period ended 30 June 2007 and 30 June 2006

(in thousands of Czech crowns)

30 June 2007 

For 6 months 

ended 30 

June 2006

(unaudited)

(restated)

Revenue

45,473,892

45,021,717

Cost of sales

(37,667,985)

(40,276,262)

Gross profit

7,805,907

4,745,455

Other income

384,960

705,750

Distribution expenses

(1,481,008)

(1,448,852)

Administrative expenses

(1,021,129)

(960,788)

Other expenses

(1,197,882)

(241,421)

Operating profit before finance costs

4,490,848

2,800,144

Finance income

226,634

425,306

Finance expenses

(453,248)

(600,992)

Net finance costs

(226,614)

(175,686)

Share of profit of equity accounted investees

--

--

Profit before tax

4,264,234

2,624,458

Income tax expense

(1,156,179)

(579,377)

Profit for the period

3,108,055

2,045,081

Attributable to:

    Equity holders of the Company

3,067,112

2,108,837

    Minority interest

40,943

(63,756)

Profit for the period

3,108,055

2,045,081

Basic and diluted earnings per share (in CZK)

17,14

11,28
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Consolidated balance sheet prepared in accordance with International Financial Reporting Standards

As at 31 June 2007 and 31 December 2006 (in thousands of Czech crowns)

30 June 2007

31 December 2006

(unaudited)

(as restated)

ASSETS

Non-current assets

Property, plant and equipment

34,121,376

34,096,216

Investment property

--

--

Intangible assets

1,593,572

1,656,735

Other investments

3,732,652

3,710,018

Non-current receivables

163,731

202,398

Derivative financial instruments

22 228

45,045

Deferred tax asset

61,112

70,895

Total non-current assets

39,694,671

39,781,307

Current assets

Inventories

8,868,334

7,872,513

Trade receivables

12,492,739

11,617,263

Prepayments and other current assets

650,578

770,763

Derivative financial instruments

--

6,847

Income tax receivable

113,614

173,850

Cash and cash equivalents

3,261,696

4,329,852

Assets classified as held for sale

7,661,117

7,327,762

Total current assets

33,048,078

32,098,850

Total assets

72,742,749

71,880,157

EQUITY AND LIABILITIES

 

Equity

Share capital

18,133,476

18,133,476

Statutory reserves

2,072,105

1,759,163

Other reserves

28,187

(11,848)

Retained earnings

23,442,917

20,695,309

Total equity attributable to equity holders of the Company

43,676,685

40,576,100

Minority interests

626,129

584,094

Total equity

44,302,814

41,160,194

Non-current liabilities

Loans and borrowings

4,087,800

4,472,547

Deferred tax liability

2,640,915

2,627,520

Provisions

458,574

570,741

Finance lease liability

162,115

203,892

Derivative financial instruments

1 908

4,583

Other non-current liabilities

206,962

220,163

Total non-current liabilities

7,558,274

8,099,446

Current liabilities

Trade and other payables and accruals

16,052,779

15,788,264

Current portion of loans and borrowings

1,032,151

4,093,907

Short-term bank loans

1,568,730

374,686

Current portion of finance lease liabilities

124,426

122,006

Derivative financial instruments

4 798

4,766

Provisions

198,066

113,041

Income tax payable

504,816

706,131

Liabilities classified as held for sale

1,395,895

1,417,716

Total current liabilities

20,881,661

22,620,517

Total liabilities

28,439,935

30,719,963

Total equity and liabilities

72,742,749

71,880,157
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Consolidated statements of cash flows

prepared in accordance with International Financial Reporting Standards

For the 6 months period ended 30 June 2007

(in thousands of Czech crowns)

30 June 2007

31 December 2006

(unaudited)

(audited)

Cash flows from operating activities:

Profit for the period

3 108 055

1 693 275

Adjustments for:

--

Depreciation and amortisation of the property, plant and equipment and 

intangible assets

1 574 798

4 045 813

Gain on disposals of property, plant and equipment and intangible assets

(67 677)

(490 995)

(Gain) / loss on disposals of subsidiaries

--

253 977

Group share of profit of equity accounted investees

--

--

Interest expense

156 629

566 821

Dividends income

--

(10 846)

(Reversal of) impairment losses on financial investments, property, inventory, receivables

(341 283)

(138 051)

Other non cash transaction

--

11 071

Income tax expense

1 156 179

1 496 387

Foreign exchange gains

(76 082)

(273 236)

Impairment losses on assets classified as held for sale

888 327

1 669 916

--

Operating profit before working capital changes

6 398 946

8 824 132

Change in trade and other receivables, prepayments and other current assets

(1 899 383)

(545 836)

Change in trade and other accounts payable and accruals

(46 928)

532 897

Change in provisions

(20 898)

(76 788)

Interest paid

(92 510)

(505 851)

Income tax paid

(1 043 510)

(841 486)

Net cash provided by operating activities

3 295 717

7 387 068

Cash flows from investing activities:

Acquisition of property, plant and equipment and intangible assets

(1 503 827)

(3 267 600)

Decrease of cash relating to disposal of subsidiaries

--

(70 612)

Purchase of financial investments

--

(3 603)

Proceed from disposals of property, plant and equipment and intangible assets

130 920

641 004

Proceed from disposals of subsidiaries

--

971 544

Net cash provided by investing activities

(1 372 908)

(1 729 267)

Cash flows from financing activities:

Change in short-term bank loans

(1 819 953)

(121 730)

Change in loans and borrowings

(439 585)

(4 078 234)

Dividends received

--

10 846

Net cash provided by financing activities

(2 259 538)

(4 189 118)

Net change in cash

(336 728)

1 468 683

Cash at beginning of period in balance sheet

4 970 650

3 501 967

Cash and cash equivalents related to assets classified as held for sale

640 798

--

Cash at beginning of period in balance sheet

4 329 852

--

Cash at end of period

4 633 922

4 970 650

Cash and cash equivalents related to Assets held for sale at end of period

1 372 225

640 798

Cash at end of period in balance sheet

3 261 697

4 329 852



[image: image4.wmf]UNIPETROL, a.s.

Consolidated statement of changes in equity

prepared in accordance with International Financial Reporting Standards

For the 6 months period ended 30 June 2007 and 30 June 2006

(in thousands of Czech crowns)

Note

Share 

capital

Statutory 

reserves

Other 

reserves

Retained 

earnings

Equity 

attributable to 

equity holders of 

the Company 

Minority 

interest

Total equity

Balance as at 1 January 2006

18,133,476

1,554,972

(23,620)

19,323,215

38,988,043

707,587

39,695,630

Profit for the period

2,108,837

2108,837

(63,756)

2,045,081

Other 

1,248

9,852

4,212

15,312

(,828)

14,484

Balance as at 30 June 2006

18,133,476

1,556,220

(13,768)

21,436,264

41,112,192

643,003

41,755,195

Balance as at 1 January 2007

18,133,476

1,759,163

(11,848)

20,695,309

40,576,100

584,094

41,160,194

Profit for the period

3,067,112

3,067,112

40,943

3,108,055

Allocation of profit to reserves

312,942

(312,942)

Changes in fair value of derivatives

7,105

7,105

7,105

Foreign exchange gain on consolidation

36,175

(6,357)

29,818

29,818

Other 

(3,245)

(,205)

(3,450)

1,092

(2,358)

Balance as at 30 June 2007

18,133,476

2,072,105

28,187

23,442,917

43,676,685

626,129

44,302,814
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1. Description of the parent company and structure of the consolidated group

Establishment of the parent company

UNIPETROL, a.s. (the “Company”) is a joint stock company established by the National Property Fund of the Czech Republic by a foundation agreement dated 27 December 1994. The Company was registered in the Register of Companies at the Regional Commercial Court in Prague on 17 February 1995. The Company is listed and registered on the Prague Stock Exchange.

Registered office of the Company
UNIPETROL, a.s.

Klimentská 10

110 05 Praha 1

Czech Republic

Principal activities

The Company operates as a holding company covering and administering a group of companies (hereinafter the “Group”). The principal businesses of the Group include oil and petroleum products processing, production of commodity chemicals, semi-finished industrial fertilizers and polymer materials, including synthetic rubber, mineral lubricants, plastic lubricants, paraffins, oils and petroleum jellies. Furthermore, the Group is engaged in the distribution of fuels and operation of gas stations.

Ownership structure
The shareholders as at 30 June 2007 are as follows:

POLSKI KONCERN NAFTOWY ORLEN S.A. 
63 %

Investment funds and other minority shareholders
37 %

The condensed consolidated interim financial statements comprise the same subsidiaries and joint ventures as those comprised by the Group in its consolidated financial statements at and for the year ended 31 December 2006.

The presentation of major associates is the same as presentation used in Group’s consolidated financial statements as of 31 December 2006.

The consolidated interim financial statements of the Group as at and for the year ended 31 December 2006 are available upon request from the Company’s registered office or at website address.

2. Significant accounting policies

A
Statement of compliance

These condensed consolidated interim financial statements have been prepared in accordance with International Financial Reporting Standard (IFRS) IAS 34 Interim Financial Reporting. They do not include all of the information required for full annual financial statements and should be read in conjunction with the consolidated interim financial statements of the Group as at and for the year ended 31 December 2006. 

B
Basis of preparation
Certain new standards, amendments and interpretations to existing standards have been published that are mandatory for the Group’s accounting periods beginning on or after 1 January 2007 or later periods but which the Group has not early adopted. Relevant items are as follows:

· IFRIC 11 IFRS 2 – Group and Treasury Share Transactions (effective for annual periods beginning on or after 1 March 2007). The Interpretation requires a share-based payment arrangement in which an entity receives goods or services as consideration for its own equity-instruments to be accounted for as an equity-settled share-based payment transaction, regardless of how the equity instruments needed are obtained. It also provides guidance on whether share-based payment arrangements, in which suppliers of goods or services of an entity are provided with equity instruments of the entity’s parent, should be accounted for as cash-settled or equity-settled in the entity’s financial statements. IFRIC 11 is not relevant to the Group’s operations as the Company has not entered into any share-based payments arrangements.

· IFRIC 12 Service Concession Arrangements (effective from 1 January 2008). The Interpretation provides guidance to private sector entities on certain recognition and measurement issues that arise in accounting for public-to-private service concession arrangements. IFRIC 12 is not relevant to the Group’s operations as none of the Group entities have entered into any service concession arrangements. 

Except as described below, the accounting policies applied by the Group in these condensed consolidated interim financial statements are the same as those applied by the Group in its consolidated financial statements as at and for the year ended 31 December 2006.

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C
Estimates

The preparation of interim financial statements in conformity with IFRS requires management to make judgements, estimates and assumptions that affect the application of policies and reported amounts of assets and liabilities, income and expenses. The estimates and associated assumptions are based on historical experience and various other factors that are believed to be reasonable under the circumstances, the results of which form the basis of making the judgements about carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates. 

In preparing these condensed consolidated interim financial statements, the significant judgements made by management in applying the Group’s accounting policies and key sources of estimation uncertainty were the same as those that applied to the consolidated financial statements as at and for the year ended 31 December 2006.

3. Change in accounting policy and correction of prior period errors 

New classifications in the financial statements
In order to be consistent with the classification principles of the Unipetrol Group accepted in year 2007, certain items were reclassified in the financial statements of subsidiaries. The comparative figures presented in these interim consolidated financial statements were restated to conform to the new classifications.

The following table summarizes changes in accounting policies, reclassifications of previous periods and their impact on the balance sheet and the income statement for the periods ended 31 December 2006 and 30 June 2006:

3.    CHANGE IN ACCOUNTING POLICY AND RECLASIFICATIONS OF PREVIOUS PERIODS (CONTINUED)

	
	31/12/2006
as previously stated
	Reclasification of acquisition of intangible assets
	Reclasification of prepayments
	Reclasification of accruals
	Reclasification of state budget receivables and liabilities
	31/12/2006 
as restated

	Property, plant and equipment
	34,366,580
	82,089
	(352,453)
	
	
	34,096,216

	Investment property
	
	
	
	
	
	 

	Intangible assets
	1,738,824
	(82,089)
	
	
	
	1,656,735

	Other investments
	3,710,018
	
	
	
	
	3,710,018

	Non-current receivables
	202,398
	
	
	
	
	202,398

	Derivative financial instruments
	45,045
	
	
	
	
	45,045

	Deferred tax asset
	70,895
	
	 
	 
	 
	70,895

	Inventories
	7,884,539
	
	(12,026)
	
	
	7,872,513

	Trade receivables
	11,176,135
	
	364,479
	103,480
	(26,831)
	11,617,263

	Prepayments and other current assets
	874,243
	
	
	(103,480)
	
	770,763

	Derivative financial instruments
	6,847
	
	
	
	
	6,847

	Income tax receivable
	173,850
	
	
	
	
	173,850

	Cash and cash equivalents
	4,329,852
	
	
	
	
	4,329,852

	Assets classified as held for sale
	7,327,762
	
	 
	 
	 
	7,327,762

	Total assets
	71,906,988
	
	 
	 
	(26,831)
	71,880,157

	
	
	
	
	
	
	 

	Share capital
	18,133,476
	
	
	
	
	18,133,476

	Statutory reserves
	1,759,163
	
	
	
	
	1,759,163

	Other reserves
	(11,848)
	
	
	
	
	(11,848)

	Retained earnings
	20,695,309
	
	 
	 
	 
	20,695,309

	Total equity attributable to equity holders of the Company
	40,576,100
	
	 
	 
	 
	40,576,100

	Minority interests
	584,094
	
	
	
	
	584,094

	Loans and borrowings
	4,472,547
	
	
	
	
	4,472,547

	Deferred tax liability
	2,627,520
	
	
	
	
	2,627,520

	Provisions
	570,741
	
	
	
	
	570,741

	Finance lease liability
	203,892
	
	
	
	
	203,892

	Derivative financial instruments
	4,583
	
	
	
	
	4,583

	Other non-current liabilities
	220,163
	
	
	
	 
	220,163

	Trade and other payables and accruals
	15,860,434
	
	
	
	(72,170)
	15,788,264

	Current portion of loans and borrowings
	4,048,568
	
	
	
	45,339
	4,093,907

	Short-term bank loans
	374,686
	
	
	
	
	374,686

	Current portion of finance lease liabilities
	122,006
	
	
	
	
	122,006

	Derivative financial instruments
	4,766
	
	
	
	
	4,766

	Provisions
	113,041
	
	
	
	
	113,041

	Income tax payable
	706,131
	
	
	
	
	706,131

	Liabilities classified as held for sale
	1,417,716
	
	
	
	 
	1 417 716 

	Total equity and liabilities
	71,906,988
	
	
	
	(26,831)
	71,880,157


3.    CHANGE IN ACCOUNTING POLICY AND RECLASIFICATION OF PREVIOUS PERIOD (CONTINUED)

	
	30/06/2006
as previously stated
	Reclasification
	30/06/2006 
as restated

	Revenue
	44,935,159
	86,558
	45,021,717

	Cost of sales
	(40,217,220)
	(59,041)
	(40,276,261)

	Gross profit
	4,717,939
	27,517
	4,745,456

	
	
	
	 

	Other income
	628,169
	77,581
	705,750

	Distribution expenses
	(1,448,851)
	(1)
	(1,448,852)

	Administrative expenses
	(920,690)
	(40,098)
	(960,788)

	Other expenses
	(174,181)
	(67,242)
	(241,423)

	Operating profit before finance costs
	2,802,386
	(2,243)
	2,800,143

	
	
	
	 

	Finance income
	1,041,468
	(616,161)
	425,307

	Finance expenses
	(1,219,396)
	618,404
	(600,992)

	Net finance costs
	(177,928)
	2,243
	(175,685)

	
	 
	 
	 

	Profit before tax
	2,624,458
	
	2,624,458

	
	
	
	

	Income tax expense
	(579,377)
	
	(579,377)

	
	 
	
	 

	Profit for the period
	2,045,081
	
	2,045,081

	
	
	
	

	Attributable to:
	
	
	

	    Equity holders of the Company
	2,108,837
	
	2,108,837

	    Minority interest
	(63,756)
	
	(63,756)

	Profit for the period
	2,045,081
	
	2,045,081


4. Revenue

An analysis of the Group’s revenue is as follows:

	
	30/06/2007
	30/06/2006 
as restated

	Gross proceeds from sale of own products and merchandise
	
	

	
	
	

	Domestic
	36,536,979
	35,677,579

	Export
	18,336,335
	17,613,493

	
	
	

	Total gross proceeds
	54,873,314
	53,291,072

	
	
	

	Less: Excise tax
	11,898,847
	10,597,681

	
	
	

	Total net revenue
	42,974,467
	42,693,391

	
	
	

	Revenues from services
	
	

	
	
	

	Domestic
	2,254,354
	2,055,444

	Export
	245,070
	272,882

	
	
	

	Total revenues from services
	2,499,424
	2,328,326

	
	
	

	Total revenues
	45,473,892
	45,021,717


5. Business segments

Primary reporting format – business segments

[image: image5.emf]Year ended

30 June 2007

Revenues

Total external 

revenues

20,485,222 3,856,796 20,614,345 517,529 45,473,892

Intersegment 

revenues

18,135,516 57,652 5,867,725 443,574 (24,504,467)

Total segment 

revenue

38,620,738 3,914,448 26,482,070 961,103 (24,504,467) 45,473,892

Result from 

operating 

activities

1,100,279 207,541 3,177,050 (184,710) 190,688 4,490,848

Net finance costs (226,614)

Profit before  tax                                                                                                                                                            4,264,234

Income tax expense  (1,156,179)

Profit for the 

period

3,108,055

Refinery 

production

Retail   Petrochemical 

production

Other   Eliminations Consolidated


[image: image6.emf]Balance sheet

30 June 2007

Segment assets 26,455,786 3,537,477 33,185,913 9,563,573 72,742,749

Total assets 26,455,786 3,537,477 33,185,913 9,563,573 72,742,749

Segment liabilities 15,168,508 568,325 7,295,294 5,407,808 28,439,935

Total liabilities 15,168,508 568,325 7,295,294 5,407,808 28,439,935

Refinery 

production

Retail   Petrochemical 

production

Other   Eliminations Consolidated


[image: image7.emf]Other 

information

30 June  2007

Depreciation  and 

amortization

(412,796) (154,661) (932,997) (74,345) (1,574,798)

Eliminations Consolidated Refinery 

production

Retail   Petrochemical 

production

Other  


5.
Business segments (continued)
[image: image8.emf]Year ended

30 June 2006

Revenues

Total external 

revenues

20,897,598 3,345,935 20,428,844 349,340 45,021,717

Intersegment 

revenues

16,283,663 54,365 6,275,339 622,372 (23,235,739)

Total segment 

revenue

37,181,261 3,400,300 26,704,183 971,712 (23,235,739) 45,021,717

Result from 

operating 

activities

64,754 73,812 2,729,141 (198,964) 131,400 2,800,143

Net finance costs (175,686)

Profit before  tax                                                                                                                                                            2,624,458

Income tax expense  (579,377)

Profit for the 

period

2,045,081

Eliminations Consolidated Refinery 

production

Retail   Petrochemical 

production

Other  


[image: image9.emf]Balance sheet

31 December 2006

Segment assets 24,690,428 6,390,234 35,245,000 5,554,495 71,880,157

Total assets 24,690,428 6,390,234 35,245,000 5,554,495 71,880,157

Segment liabilities 13,752,936 689,270 11,057,792 5,219,965 30,719,963

Total liabilities 13,752,936 689,270 11,057,792 5,219,965 30,719,963

Eliminations Consolidated Refinery 

production

Retail   Petrochemical 

production

Other  


      [image: image10.emf]Other 

information

30 June  2006

Depreciation  and 

amortization

(417,100) (170,367) (1,579,294) (66,821) (2,233,581)

Refinery 

production

Retail   Petrochemical 

production

Other   Eliminations Consolidated


6. Geographical segments

Secondary reporting format – geographical segments

[image: image11.emf]30 June 2007 30 June 2006 30 June 2007 31 December 2006 30 June 2007 30 June 2006

Czech Republic 28,375,471 27,135,343 70,805,682 70,466,681 1,481,193 1,053,172

Other European 

countries

16,938,334 17,656,277 1,937,067 1,413,476

Other countries 160,087 230,097

Total assets 45,473,892 45,021,717 72,742,749 71,880,157 1,481,193 1,053,172

Revenues Total assets Capital expenditure


With the exception of the Czech Republic no other individual country accounted for more than 10 % of consolidated revenues or assets. Revenues are based on the country in which the customer is located. There are no sales between the geographical segments. Total assets and capital expenditure are based on location of the assets. Capital expenditure comprises expenditures relating to additions to property, plant and equipment (Note 10) and intangible assets (Note 11).

7.   Analysis of expenses according to their nature

The following analysis shows the most significant types operating expenses analysed by nature.

	 
	Cost
	Distribution
	Administrative
	Other
	Total

	30/6/2007
	of sales
	costs
	expenses
	operating
	

	
	
	
	
	income /
	

	 
	 
	 
	 
	(expenses)
	 

	Materials consumed
	(31,211,348)
	(92,700)
	(23,316)
	 
	(31,327,364)

	Energy
	(522,559)
	(688)
	(2,993)
	 
	(526,240)

	Repairs and maintenance
	(757,876)
	(12,948)
	(9,128)
	 
	(779,952)

	Other services
	(2,098,441)
	(956,841)
	(511,239)
	 
	(3,566,521)

	Staff cost
	(986,326)
	(123,188)
	(370,591)
	 
	(1,480,105)

	Depreciation
	
	
	
	
	

	   - owned assets
	(1,125,191)
	(174,623)
	(35,054)
	 
	(1,334,868)

	   - leased assets
	(49,138)
	(18,240)
	 
	 
	(67,378)

	Amortization 
	
	
	
	
	

	   - software
	(25,430)
	(4,157)
	(7,510)
	 
	(37,097)

	   - other intangible assets
	(55,587)
	(75,182)
	(4,687)
	 
	(135,456)

	Impairment of PPE recognised / released
	 
	 
	 
	7,877
	7,877

	Inventory write-down recognised / released
	 
	 
	 
	8,376
	8,376

	Impairment to trade receivables recognised / released
	 
	 
	 
	74,242
	74,242

	Research expenditures
	(10,211)
	 
	 
	 
	(10,211)

	Investment property – operating leases
	 
	 
	 
	 
	 

	Operating lease rentals payments recognised in income
	(257,172)
	(756)
	(18,261)
	 
	(276,189)

	Profit/Loss on disposal of PPE
	 
	 
	 
	74,473
	74,473

	Recognition/released of provisions
	 
	 
	 
	43,494
	43,494

	Insurance
	(65,374)
	(6,680)
	(15,851)
	(61,880)
	(149,785)

	Written off receivables
	 
	 
	 
	(72,720)
	(72,720)

	Impairment of assets qualified as held for sale
	
	
	
	(888,327)
	(888,327)

	Other expenses
	(516,262)
	(15,005)
	(23,751)
	(31,851)
	(586,869)

	Other income
	12,930
	 
	1,252
	33,394
	47,576

	Total operating expenses
	(37,667,985)
	(1,481,008)
	(1,021,129)
	(812,922)
	(40,983,044)

	
	
	
	
	 
	

	Revenue
	
	
	
	 
	45,473,892

	
	
	
	
	 
	

	Operating profit before financing costs
	
	
	
	 
	4,490,848


7.    ANALYSIS OF EXPENSES ACCORDING TO THEIR NATURE (CONTINUED)

	 
	Cost
	Distribution
	Administrative
	Other
	Total

	30/6/2006
	of sales
	costs
	expenses
	operating
	

	
	
	
	
	income /
	

	 
	 
	 
	 
	(expenses)
	 

	Materials consumed
	(33,018,217)
	(98,723)
	(18,131)
	 
	(33,135,071)

	Energy
	(512,571)
	(423)
	(3,279)
	 
	(516,273)

	Repairs and maintenance
	(780,907)
	(77,763)
	(12,742)
	 
	(871,412)

	Other services
	(2,227,190)
	(882,474)
	(425,606)
	 
	(3,535,270)

	Staff cost
	(1,025,097)
	(102,980)
	(367,757)
	 
	(1,495,834)

	Depreciation
	 
	 
	 
	 
	 

	   - owned assets
	(1,767,693)
	(178,716)
	(36,600)
	 
	(1,983,009)

	   - leased assets
	(55,390)
	(15,347)
	(655)
	 
	(71,392)

	Amortization 
	 
	 
	 
	 
	 

	   - software
	(31,566)
	(12,191)
	(8,025)
	 
	(51,782)

	   - other intangible assets
	(50,712)
	(73,927)
	(2,759)
	 
	(127,398)

	Impairment of PPE recognised / released
	 
	 
	 
	30,274
	30,274

	Inventory write-down recognised / released
	 
	 
	 
	62,982
	62,982

	Impairment to trade receivables recognised / released
	 
	 
	11,833
	29,298
	41,131

	Research expenditures
	(7,558)
	 
	 
	 
	(7,558)

	Investment property – operating leases
	 
	 
	 
	 
	 

	Operating lease rentals payments recognised in income
	(265,324)
	(690)
	(16,917)
	 
	(282,931)

	Profit/Loss on disposal of PPE
	 
	 
	533
	6,571
	7,104

	Recognition/released of provisions
	 
	 
	1,081
	(35,480)
	(34,399)

	Insurance
	(84,758)
	(2,155)
	(48,528)
	6,409
	(129,032)

	Written off receivables
	 
	 
	 
	(18,746)
	(18,746)

	Other expenses
	(457,440)
	(3,463)
	(34,293)
	(17,755)
	(512,951)

	Other income
	8,161
	 
	1,057
	400,776
	409,994

	
	
	
	
	
	

	Total operating expenses
	(40,276,262)
	(1,448,852)
	(960,788)
	464,329
	(42,221,573)

	
	
	
	
	
	

	Revenue
	
	
	
	
	45,021,717

	
	
	
	
	
	

	Operating profit before financing costs
	
	
	
	
	2,800,144




8. Net financing costs

	
	30/06/2007
	30/06/2006

	Interest expense:
	
	

	- bank loans and borrowings
	(237,412)
	(380,532)

	- finance leases
	(6,319)
	(8,065)

	Total borrowings costs
	(243,731)
	(388,597)

	Less: amounts included in the cost of qualifying assets
	7,018
	8, 430 

	Borrowing costs recognized in statement of income
	(236,713)
	(380,167)

	
	
	

	Interest income
	80,084
	77,145 

	Dividend income
	 
	331 

	Net foreign exchange gains/ (losses)
	(44,747)
	174,536 

	Impairment (loss) / reversal on held-to-maturity securities
	10,858
	1,734 

	Other financial expenses, net
	(36,096)
	(49,265)

	Net financing costs
	(226,614)
	(175,686)


9. Income tax expense

	
	30/06/2007
	30/06/2006

	Current tax – domestic
	1,113,403
	482,005

	Current tax – foreign
	16,930
	3,693

	Deferred tax
	25,846
	93,679

	Income tax expense
	1,156,179
	579,377


Domestic income tax is calculated in accordance with Czech tax regulations at the rate of 24 % in 2007 (2006: 24 %) of the estimated taxable income for the year. Taxation for other jurisdictions is calculated at the rates prevailing in the respective jurisdictions.

10. Property, plant and equipment

Acquisitions and disposals

During the six months ended 30 June 2007 the Group acquired assets with a cost of CZK 1,448,653 thousand (six months ended 30 June 2006: CZK 1,272,734 thousand).

Assets with a carrying value of CZK 121,696 thousand were disposed of during the six months ended 30 June 2007 (six months ended 30 June 2006: CZK 47,487 thousand) resulting in a gain on disposal of CZK 80,749 thousand (six months ended 30 June 2006: gain of CZK 7,104 thousand) which is included in “ other income”.

Leased assets

Property, plant and equipment include production technologies and vehicles under financial leasing in carrying amount of CZK 1,001,371 thousand as at 30 June 2007. The carrying amounts of property, plant and equipment held under finance leases as of 30 June 2006 was CZK 1,093,352 thousand.  Most of the leased assets are purchased for a residual amount at the end of the lease period. 

The total capitalised borrowing costs in period ended 30 June 2007 amounted to CZK 7,018 thousand (30 June 2006: CZK 8,065 thousand).

Reversal/Recognition of impairment loss

During six months ended 30 June 2007, the Group reassessed its estimates and 38,040 T CZK of the impairment loss was reversed as income in comparison to six months ended 30 June 2006 where amount 58,946 thousand CZK was also reversed. The estimate of recoverable amount was based on the value in use of the machines, calculated using a pre-tax discount rate of 3,2 percent (2006: 3,2 percent).

Capital commitments

At the balance sheet date, the Group has commitments for the acquisition of property, plant and equipment in the amount of CZK 3,810,817 thousand of which the contractual commitment is 
CZK 1,937,530 thousand as at 30 June 2007 (CZK 941,493 thousand, of which the contractual commitment is CZK 557,263 thousand as at 30 June 2006).

11. Intangible assets

Acquisitions and disposals

During the six months ended 30 June 2007 the Group acquired assets with a cost of 32,540 thousand (six months ended 30 June 2006: 26,654 thousand).

Assets with a carrying value of 1,933 thousand were disposed of during the six months ended 30 June 2007 (six months ended 30 June 2006: 14,637 thousand) resulting in a loss on disposal of   6 276 thousand (six months ended 30 June 2006: gain of 153,466 thousand) which is included in “Other operating expenses”.

12. Other investments 

	
	30/06/2007
	31/12/2006

	Investments in  AGROBOHEMIE a.s. and ALIACHEM a.s.
	3,653,948
	3,653,948

	Other equity investments
	78,704
	56,070

	Total other investments
	3,732,652
	3,710,018


Other equity investments represent ownership interests in companies that do not have quoted market price and whose fair value cannot be reliably measured and therefore are carried at acquisition cost.

Potential impact on the carrying amount of shares of AGROBOHEMIE a.s and Synthesia, a.s. 

In August/September 2005 UNIPETROL, a.s. received letters from DEZA, a.s. requesting to enter into share purchase agreements related to the shares of AGROBOHEMIE a.s. and Synthesia, a.s. Each of the companies UNIPETROL, a.s. and Deza, a.s. are owners of 50 % shares of AGROBOHEMIE a.s. In Synthesia, 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 Synthesia, 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. 

12.   OTHER INVESTMENTs (continued)

Despite these efforts, DEZA, a.s. had rejected proposals of the Board of Directors of UNIPETROL, a.s., and on 26 January 2006, it 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. On 22 August 2006, DEZA, a.s. filed to the court its claim for (i) performance under the share transfer agreements, and (ii) damages, both based on the same argument as its aforementioned claim for contractual penalties, namely that UNIPETROL, a.s. breached its obligation to sign the share transfer agreements. 
Over the course of the second half of 2006, UNIPETROL, a.s. and DEZA, a.s. have commenced, and continued in, a mutual negotiation with respect to a potential out-of-court settlement of the above mentioned dispute. As of today, these negotiations have not been concluded and no agreement has been reached between UNIPETROL, a.s. and DEZA, a.s. on any of the outstanding issues relating to the on-going dispute. Although UNIPETROL, a.s. remains fully committed to its good faith acting to reach a mutually acceptable out-of-court settlement with DEZA, a.s., it is very difficult to estimate the likelihood of any such settlement being ultimately reached.

In the absence of an out-of-court settlement between UNIPETROL, a.s. and DEZA, a.s., it can be assumed that the pending court proceedings will continue. It is very difficult to estimate the time period within which the court may arrive at the final and unappealable decision regarding the invalidity of the agreements or payment (if any) of the contractual penalties and or damages (if any) claimed by DEZA, a.s. Court proceedings in the Czech Republic would normally last a number of years, depending on various circumstances.

In addition, UNIPETROL, a.s. has currently no access to any commercial information relating to the future development of both AGROBOHEMIE a.s. and Synthesia, 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 disputes 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 Synthesia, a.s. However, having in mind the two facts: i) uncertainty about future result of the court proceedings 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/damages 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. 

13. Deferred tax

Deferred income taxes result from future tax benefits and expenses related to the differences between the tax basis of assets and liabilities and the amounts reported in the financial statements. The deferred income taxes have been calculated using the tax rate expected to apply to periods when the respective asset is realized or liability is settled (i.e. 28 % in 2004, 26 % in 2005 and 24 % in 2006 and forward).

The movement for the year in the Group’s net deferred tax position was follows:

	
	30/06/2007

	At 1 January 
	  (2,556,625)

	Income statement charge 
	                                                                                           (16,025)

	Tax charged to equity
	                                                                                            (2,243)

	Transfer to assets qualified as held for sale 
	                                                                                            (4,910)

	At 30 June
	                                                                                     (2,579,803)


The movement in deferred tax assets and liabilities (prior to offsetting of balances within the same tax jurisdiction) recognised by the Group during the period is as follows:

	Deferred tax liabilities
	At 1 January 2007
	Charged/ (credited) to net profit
	Charged to equity
	Transfer to assets qualified as held for sale
	June 2007

	Property, plant and equipment
	(2,688,191)
	54,336
	--
	(5,670)
	(2,639,525)

	Inventory
	(54,386)
	--
	--
	--
	(54,386)

	Provisions 
	--
	--
	--
	--
	--

	Finance lease
	(144,418)
	(599)
	--
	--
	(145,017)

	Other
	(68,775)
	(303)
	--
	--
	(69,078)

	Total deferred tax liabilities
	(2,955,770)
	53,434
	--
	(5,670)
	(2,908,006)


	Deferred tax assets
	At 1 January 2007
	Charged/ (credited) to net profit
	Charged to equity
	Transfer to assets qualified as held for sale
	June 2007

	Property, plant and equipment
	32,714
	60,109
	--
	860
	93,683

	Provisions
	208,212
	(177,859)
	--
	1,638
	31,991

	Unused tax losses carried forward
	52,575
	(49,752)
	--
	--
	2,823

	10% investment relief
	84,270
	7,464
	--
	--
	91,734

	Derivative instruments
	2,243
	75,647
	(2,243)
	0
	75,647

	Other
	19,131
	14,932
	--
	(1,738)
	32,325

	Total deferred tax assets
	399,145
	(69,459)
	(2,243)
	760
	328,203


Deferred income tax assets and liabilities are offset when there is legally enforceable right to set off current tax assets against current tax liabilities and when the deferred income taxes relate to the same fiscal authority. The following amounts, determined after appropriate offsetting, are shown in the consolidated balance sheet:

	
	30//06/2007
	31/12/2006

	Deferred tax asset
	61,112
	70,895

	Deferred tax liability
	(2,640,915)
	(2,627,520)

	Net
	(2,579,803)
	(2,556,625)


14. Inventories

	
	30/06/2007
	31/12/2006

	Raw materials 
	2,731,250
	2,938,991

	Net realisable value allowance for raw materials
	(38,345)
	(67,318)

	Work in progress 
	1,393,942
	1,024,621

	Net realisable value allowance for work in progress
	(6,439)
	(1,325)

	Finished goods
	2,697,210
	2,348,631

	Net realisable value allowance for finished goods
	(18,041)
	(18,674)

	Goods for sales
	904,751
	596,544

	Net realisable value allowance for goods for sales
	(7,333)
	(13,795)

	Spare parts
	1,463,242
	1,262,534

	Net realisable value allowance for spare parts
	(251,903)
	(197,696)

	Total
	8,868,334
	7,872,513


15. Assets and liabilities classified as held for sale

KAUČUK, a.s.

On 30 January 2007 the Company entered into a share purchase agreement with FIRMA CHEMICZNA DWORY S.A. to sell 100 % of shares of KAUČUK, a.s. The contracted selling price is EUR 195 million. Completion of the sale was closed on 19 July 2007 see Note 24. As a result KAUČUK, a.s.´s assets and liabilities are presented as assets and liabilities classified as held for sale. Based on the contracted selling price and estimated expenses (CZK 15,000 thousand) to be incurred to complete the sale, an impairment of CZK 2,275,124 thousand was established to assets held for sale as at 30 June 2007 (as at 31 December 2006: CZK 1,669,916 thousand). An impairment increase recognised during period 2007 is amounted to CZK 590,208 thousand not including depreciation amounted to CZK 298,119 thousand.
CELIO a.s.

The Group approved a plan to sell its investment in CELIO a.s. As a result the investment is presented as assets classified as held for sale. The carrying amount of the investment totals         CZK 78,334 thousand.
Assets classified as held for sale

	
	30/06/2007
	31/12/2006

	Property, plant and equipment
	4,803,075
	5,175,496

	Intangible assets
	6,732
	7,590

	Other investments
	117,273
	117,272

	Non-current receivables
	--
	51,459

	Inventories
	1,360,590
	1,223,364

	Trade receivables 
	2,214,571
	1,725,073

	Prepayments and other current assets
	61,775
	56,626

	Cash and cash equivalents
	1,372,225
	640,798

	Impairment of assets held for sale
	(2,275,124)
	(1,669,916)

	Assets held for sale
	7,661,117
	7,327,762


15.   ASSETS AND LIABILITIES CLASIFIED AS HELD FOR SALE (CONTINUED)

Liabilities classified as held for sale

	
	30/06/2007
	31/12/2006

	Provisions
	112,640
	106,396

	Deferred tax liability
	409,881
	404,970

	Interest bearing loans and borrowings
	75,000
	100,025

	Trade payables and accruals
	748,374
	756,325

	Current portion of interest bearing loans and borrowings
	50,000
	50,000

	Liabilities related to assets held for sale
	1,395,895
	1,417,716


16. Interest bearing loans and borrowings

	Name with indication
of legal form
	Amount of loan to be repaid
	Effective interest rate
	Repayment
date
	Fair value as at 30/06/2007

	
	total
	Divided into instalments
	
	
	

	
	local currency
	1-3 years
	3-5 years
	over 5 years
	
	
	

	Česká spořitelna, a.s.
	174,880
	99,936
	74,944
	--
	1M,PRIBOR,

EURIBOR*
	1.9.2011
	174,881

	
	112,616
	64,352
	48,264
	--
	
	
	112,616

	Česká spořitelna, a.s.
	1,065,327
	608,758
	456,569
	--
	6M,EURIBOR*
	15.7.2011
	1,065,327

	ING Bank N. V., organizační složka
	216,958
	216,958
	--
	--
	6M,EURIBOR*
	30.6.2010
	216,958

	Živnostenská  banka, a.s.
	216,958
	216,958
	--
	--
	6M,LIBOR,EUR*
	1.6.2010
	216,958

	ČSOB, a.s
	206,400
	206,400
	--
	--
	3M,PRIBOR*
	2.3.2011
	206,400

	Long-term bonds
	2,094,661
	94,661
	--
	2,000,000
	9,82%
	28.12.2013
	2,863,691

	TOTAL
	4,087,800
	1,508,023
	579,777
	2,000,000
	
	
	


        *)   Interest rates are increased by the agreed mark up.

17. Provisions 

	
	31/12/06
	Additional provision
	Utilisation of provision
	30/06/07

	Provisions
	
	
	
	

	Provisions for environmental damages  and land restoration
	314,972
	5,620
	(8,417)
	312,175

	Provisions for legal disputes
	240,833
	10,552
	(19,600)
	231,785

	Employee benefits provision
	34,852
	2,114
	(384)
	36,582

	Other provisions
	93,125
	1,604
	(18,631)
	76,098

	Total
	683,782
	19,890
	(47,032)
	656,640


18. Finance lease liability

	
	Minimum lease payments
	Present value of minimum lease payments

	
	30/06/2007
	31/12/2006
	30/06/2007
	31/12/2006

	Amounts payable under finance leases:
	
	
	
	

	Not later than one year
	133,590
	133,467
	124,150
	122,006

	Later than one year and not later than five years inclusive
	167,454
	211,053
	162,115
	203,892

	Later then five years
	--
	
	--
	

	
	301,044
	344,520
	286,265
	325,898

	Less: future finance charges
	(14,779)
	(18,622)
	
	

	
	
	
	
	

	Present value of lease obligation
	286,265
	325,898
	286,265
	325,898

	
	
	
	
	

	Less: Amount due for settlement within 12 months
	
	
	(124,150)
	(122,006)

	 Amount due for settlement after 12 months
	
	
	410,415
	203,892


It is the Group’s policy to lease certain of its fixtures and equipment under finance leases. The average lease term is 3-4 years. For the period ended 30 June 2007 the average effective borrowing rate was 3.7 – 5 percent (31 December 2006: 3.7 – 5 percent). Interest rates are fixed at the inception of the lease. All leases are on a fixed repayment basis and no arrangements have been entered into for contingent rental payments.

All lease obligations are denominated in Czech crowns.

The fair value of the Group’s lease obligations approximates their carrying amount.

19. Operating leases

The Group as lessee

At the balance sheet date, the Group had future minimum lease payments under non-cancellable operating leases for the following periods:

	
	Minimum lease payments

	
	30/06/2007
	31/12/2006

	Not later than one year
	176,934
	49,435

	Later than one year and not later than five years inclusive
	464,013
	37,787

	Later then five years
	--
	5,484

	Total
	640,947
	92,706


The Group leases railway containers and information technology under operating leases. The railway containers leases typically run for an undefined period. Information technology leases run up to the end 2007 with an option to renew the lease after that date. Lease payments are increased annually to reflect market conditions. None of the leases includes contingent rentals.

	
	30/06/2007
	31/12/2006

	Minimum lease payments under operating 

leases recognised as expense during the year
	254,789
	419,413


20. Guarantees, commitments and other contingencies

Guarantees issued

As at 30 June 2007 the Group has issued following guarantees:

- CZK 7 000 thousand for the liabilities of hockey team HC CHEMOPETROL, a.s. in favour of Association of professional ice hockey clubs,

- CZK 4,500 thousand guarantee e-toll liabilities, paid by BENZINA card for ČSOB,

- CZK 2,805 thousand in respect of the loan drawn by the Municipal Authority Chvatěruby from the State Environmental Fund of the Czech Republic.  The outstanding balance as at 30 June 2007 amounts to CZK 255 thousand (31 December 2006: CZK 255 thousand).

As of the balance sheet date, there are no indications that any of the above transactions is likely to result in a liability of the Group.

Guarantees received

Based on the Group’s request, Citibank a.s. and Commerzbank A.G. issued a bank guarantees in respect of custom duty and excise tax due to the Custom Authority in Most. As of 30 June 2007, the total balance of the guarantee was CZK 600,000 thousands.

As of 30 June 2007 the Group received guarantees for trade receivables amounting to CZK 139,690 thousand.
21. Related parties

Parent and ultimate controlling party

During six months ended 30 June 2007 a majority of the Company’s shares were in possession of POLSKI KONCERN NAFTOWY ORLEN S.A.

	30 June 2007
	Supervisory Board
	Board of directors
	Other key management
	Total

	Total  remuneration 
	
	
	
	

	Short term employee benefits
	6,716
	7,753
	98,802
	113,270

	Other long term employee benefits
	--
	--
	--
	--

	Termination benefits (severance pay and other remuneration)
	--
	--
	--
	--

	Number of persons of key executive personnel in the Company
	--
	--
	6,288
	6,288


21. RELATED PARTIES (CONTINUED)

Transaction with non-consolidated subsidiaries, associates and other related parties:

	
	                                                      30/06/07

                        
	                                                        30/06/06

	
	PKN Orlen
	Parties held as equity investments
	Associates 

	Other related parties
	PKN Orlen
	Parties held as equity investments
	Associates 

	Other related parties

	Current receivables 
	241,725
	125,178
	270,202
	911,202
	320
	13,184
	--
	1,372, 050

	Non-current receivables
	--
	--
	--
	--
	--
	5,300
	--
	15 9,590

	Current payables
	4,139,898
	65,619
	157,329
	4,749
	3,766,632
	535
	--
	2,276,346

	Non-current payables
	--
	53
	--
	25,305
	1,084,118
	--
	--
	329,260

	Expenses
	21,318,965
	143,608
	611,071
	76,289
	14,425,455
	3,914
	--
	4,020,762

	Revenues
	832,282
	347,894
	1,210,906
	1,635,938
	347,061
	17,274
	--
	1,574,482

	Purchases of property,plant and equipment
	--
	9,539
	--
	--
	--
	--
	--
	--

	Sales of property, plant and equipment
	--
	8,555
	--
	--
	--
	--
	--
	--

	Interests income and expense
	2,552
	--
	--
	--
	--
	--
	--
	5,124


22. Risk management

Other aspects of the Company’s financial risk management objectives and policies are consistent with that disclosed in the consolidated financial statements as at and for the year ended 31 December 2006.

Foreign exchange risk  

The foreign exchange risk arises most significantly from the exposure of trade payables and receivables denominated in foreign currencies, and the foreign currency denominated loans and borrowings. Foreign exchange risk regarding trade payables and receivables is covered to a large extent by natural hedging of trade payables and receivables denominated in the same currencies. Hedging instruments (forwards, currency swaps) are also used, to cover significant foreign exchange risk exposure of trade payables and receivables not covered by natural hedging. 

Interest rate risk

The Group manages its exposure to interest rate risk by changing the portion of fixed rate debt and variable rate debt in its total debt portfolio. To manage this mix, the Group enters into interest rate agreements in which it exchanges the periodic payments based on a notional amount and agreed fixed and variable interest rate.

22. RISK MANAGEMENT (CONTINUED)

Credit risk

The Group’s credit risk is primarily attributable to its trade receivables. The amounts presented in the balance sheet are net of impairment losses, estimated by the Group’s management based on prior experience and their assessment of the credit status of its customers.

The credit risk on cash and cash equivalents is limited because the counterparties are banks with high credit ratings assigned by international credit-rating agencies.

The Group has no significant concentration of credit risk, with exposure spread over a large number of counterparties and customers.

23. Emission rights

In 2005 the Group obtained allowances for carbon dioxide emissions according the Czech National Allocation Scheme. In 2007 the Group received the third part (1/3) of the total quota, i.e. 5,287,098 units.

	Information on granted emission rights and its balance sheet presentation
	Amount
	Value in TCZK

	The total number of the emission rights allocated to the Group for the period 2005-2007
	14,624,421
	8,874,192    

	Estimated / actual utilization in 2005 of the acquired rights 
	4,115,590
	2,497,306    

	Estimated / actual utilization in 2006 of the acquired rights
	4,162,681
	2,525,941    

	Emissions planned in 2007
	4,170,424
	2,530,640    

	Revenues from sales of emissions allowances in the period of 2007
	328,141
	15,221 


24. Significant post balance sheet events 

Finalization of the selling process relating to shares of KAUČUK, a.s.

On 19 July 2007 UPETROL, a.s. (“Unipetrol”) and Firma Chemiczna Dwory, S.A. (“Dwory”) closed the sale of 100% shares of KAUČUK, a.s. (“Kaučuk”) owned by Unipetrol to Dwory. The Share Purchase Agreement on the sale of shares of Kaučuk (i.e., 6,236,000 ordinary certificated registered shares) for EUR 195 million (approximately CZK 5.5 billion) was signed between Unipetrol and Dwory on 30 January 2007. On 19 July, the transaction was successfully finalized when, following the payment of the purchase price for the shares of Kaučuk to Unipetrol,  Unipetrol handed over the Kaučuk shares to Dwory.

The sale of shares of Kaučuk owned by Unipetrol to Dwory was agreed in the share purchase agreement entered into between Unipetrol and Dwory on 30 January 2007. On 19 July 2007, all agreed contractual conditions for the closing of the sale of shares were satisfied and the shares of Kaučuk were handed over to Dwory against the payment of the purchase price for the shares by Dwory to Unipetrol. The following events occurred within the past six-month period from the signing of the share purchase agreement:

Joint Venture Agreement for Purposes of Operation of Butadiene Unit

On 10 July 2007, Unipetrol, Kaučuk and Dwory executed the joint venture agreement for purposes of the development and operation of the new butadiene unit in the industrial area in Kralupy nad Vltavou. Pursuant to the agreement of the contractual parties, the construction of the new butadiene unit will be realized through the company Butadien Kralupy a.s., in which 51% of shares is owned by Unipetrol and 49% of shares is owned by Kaučuk. The foregoing will satisfy one of the conditions of the sale of Kaučuk outside the Unipetrol Group, i.e., the securing of uninterrupted operation of the butadiene extraction unit as a basic point of the chain steam cracker (CHEMOPETROL, a.s. in Litvínov) – butadiene extraction unit (Butadien Kralupy a.s. in Kralupy nad Vltavou) – refinery.

Before the shares of Kaučuk were transferred to Dwory, CHEMOPETROL, a.s., UNIPETROL RAFINÉRIE a.s., Kaučuk and Butadien Kralupy a.s. entered into several business agreements concerning the supply of C4 Fraction, raffinate 1, ethylene, benzene and heating oil between Kaučuk and Butadien Kralupy a.s., respectively, on one part and CHEMOPETROL, a.s. and UNIPETROL RAFINÉRIE a.s. on the second part and on supply of 1.3-butadiene between Butadien Kralupy a.s. and Kaučuk.

Consents of Anti-monopoly Authorities

The sale of Kaučuk to Dwory and execution of the joint venture agreement for purposes of the construction and operation of the new butadiene unit were approved by the anti monopoly authorities in the Czech Republic, Poland, Germany, Ukraine, Slovakia, Lithuania and Austria.

Determination of Liability for Impacts of Operation of Kaučuk on Environment
The environmental audit of plots of land owned by Unipetrol and used by Kaučuk was performed for purposes of determination of liability of contractual parties arising from existing or future impacts of Kaučuk operation on the environment. Simplifying somewhat, the share purchase agreement provides that liability for the environmental conditions originating prior to the closing of the transaction lies with Unipetrol and liability for the environmental conditions originating after the closing of the transaction lies with Dwory.

24.   SIGNIFICANT POST-BALANCE SHEET EVENTS (CONTINUED)
Liability of the contractual parties for the environmental conditions is limited up to 10% of the purchase price for the shares (and by 5 years).

Execution of Agreement on Pre-emptive Right to Plots of Land Owned by Unipetrol and Used by Kaučuk for Its Operations

On 10 July 2007, Unipetrol and Kaučuk executed the agreement pursuant to which Unipetrol undertook to create in favor of Kaučuk the pre-emptive right in rem and other rights to certain plots of land owned by Unipetrol in industrial area in Kralupy nad Vltavou which are used by Kaučuk for its operations. The share purchase agreement anticipates that the sale of the subject plots of land will be realized after satisfaction of all administrative, operational and legal issues necessary for a split of parts of industrial area in Kralupy nad Vltavou.

Apart from the foregoing, the sale of shares of Kaučuk owned by Unipetrol to Dwory was based on the following major principles, among others:

· uninterrupted operation of the present butadiene unit; 

· contractual satisfaction of supplies of energies, steam, water and other services within the industrial area in Kralupy nad Vltavou which are, at present, provided by Kaučuk to ČESKÁ RAFINÉRSKÁ, a.s.; and 

· continuation of all important agreements with the companies of the Unipetrol Group and further operation of the energy unit.

The future undisturbed operation of the companies of Unipetrol Group is secured in the share purchase agreement, including an agreed mechanism of contractual penalties which, if triggered, will represent relatively material financial exposure for Dwory.


Completion of merger by acquisition of CHEMOPETROL, a.s., UNIPETROL RAFINÉRIE a.s. and UNIPETROL RPA, s.r.o. and following step of implementation of new model of Corporate Governance within Unipetrol Group 


On 1 August 2007, CHEMOPETROL, a.s. and UNIPETROL RAFINÉRIE a.s. as dissolving companies merged by acquisition into UNIPETROL RPA, s.r.o. with its registered office at Litvínov, Záluží 1, as surviving company.

As a result of the subject merger by acquisition:

· CHEMOPETROL, a.s. and UNIPETROL RAFINÉRIE a.s. were wound up without liquidation and dissolved; and 

· assets of these companies, including the rights and obligations from labour law relationships, passed, by operation of law, to UNIPETROL RPA, s.r.o.

UNIPETROL RPA, s.r.o. as a successor of wound up CHEMOPETROL, a.s. and UNIPETROL RAFINÉRIE a.s. is a limited liability company with UNIPETROL, a.s. as its sole member.

24.   SIGNIFICANT POST-BALANCE SHEET EVENTS (CONTINUED)
The statutory body of UNIPETROL RPA, s.r.o. are three (3) executives. Under the Deed on Formation of UNIPETROL RPA, s.r.o., the adoption of the decision on the business conduct is subject to an approval of the majority of all executives. Each of the executives is authorized to act and sign on behalf of UNIPETROL RPA, s.r.o. individually. A creation of the Supervisory Board is not anticipated by the Deed on Formation.

Following the merger, a registered capital of UNIPETROL RPA amounts to CZK 200,000. Immediately after a registration of the merger in the Commercial Registry, UNIPETROL RPA, s.r.o. commenced with an implementation of steps of an increase in the registered capital of UNPETROL RPA, s.r.o. from its own sources pursuant to Section 144 of the Commercial Code. The completion of the process of the increase in the registered capital is expected to occur in the course of October 2007.

Pursuant to the audited opening balance sheet of UNIPETROL RPA, s.r.o., as of the decisive date of the merger, i.e., as of 1 January 2007, the equity of UNIPETROL RPA, s.r.o. amounts to CZK 15,629,724,000.

Description part

profit / loss posted by THE GROUP FOR THE PERIOD FROM JANUARY TO JUNE 2007
The main financial data for the first half of the year 2007

The total consolidated incomes of UNIPETROL, a.s. grew by 1% in comparison with the first half of the year 2006 and amounted to CZK 45.474 billion.  The profits increased yearly significantly:  EBITDA index increased by 25% and the net profit increased by 45%, actually.  Indebtedness rate of UNPETROL, a.s. (i.e. the ratio of the total net amount of debts and equity capital) decreased further (to 8.4%) which fact positively influenced financial costs which decreased only in the second quarter by 48% in comparison with the last year.  The volume of sales increased in all segments, mostly in retail sales of fuel – in comparison with the first half of the last year the volumes sold increased by almost 20%. 
Development of selected consolidated non-audited financial indicators for the period 2006-2007 in accordance with IFRS (CZK million).
	state as to 30 June 
	 2007
	2006 
	change

	Incomes
	45,474
	45,022
	+ 1%

	EBITDA
	6,066
	4,835 
	+ 25%

	EBITDA (single items excluded)*
	6,954 
	4,770
	+ 46%

	EBIT 
	4,491
	2,800 
	+ 60%

	EBIT (single items excluded)*
	5,081
	2,915
	+ 74%

	Net profit belonging to shareholders of the mother company 
	3,067
	2,109 
	+ 45%

	Net profit (single items excluded)*
	 3,657
	2,224 
	+ 64%

	Yield per share 
	CZK 17.14
	CZK 11.28
	+ CZK 5.9


* Single items in the first half of the year 2006: Shut down of the hydro cracking unit in March 2006 with negative impact on the gross margin amounting to CZK 300 mil., excluding EBIT indicator of SPOLANA for the first half of the year 2006 amounting to CZK 185 mil., and excluding the depreciations for the same period amounting to CZK 180 mil.  Single items in the first half of the year 2007: Increase of the decrease of value of assets held for sale registered during the period of the year 2007 amounting to CZK 888 mil. (cumulated profit amounting to CZK 590mil. and depreciations amounting to CZK 298 mil.).
Results within the individual segments (2nd quarter of the year 2007) 

Earth oil processing:  Earth oil processing branch, traditionally very sensitive to macroeconomic conditions, had rather good quarter.  The margins decreased significantly in June though, however, the quarter average remained above the level of the second quarter of the year 2006 (6.68 USD/bbl. in comparison with 6.29 USD/bbl.) The volume of processed earth oil increased yearly by 6% and by 9% in comparison with the first quarter of this year.  Wholesale sale of power fuel increased yearly by 5%. 
Petrochemistry:  Petrochemistry segment remains both in very good shape and main motive power of the successful performance of the Group.  The main factors having an impact on such good results were similar to those in the first quarter of 2007, namely full use of available production capacities and market conditions favourable for company’s products.  Sale volumes within the petrochemistry segment increased yearly by more than 15% and the company also benefited from good margins for ethylene and benzene, even though they were lower than in the first quarter.  Operational problems of polyolefin unit were resolved in May. 
Retail:  The sale volume of all fuels increased in the second quarter in comparison with the comparable period of the year 2006 by more than 20%, sale of diesel fuel in particular, recording itself the increase by more than 29%.  BENINA, a.s. showed the total incomes amounting to CZK 4 billion for the first half of the year 2007 and net profit amounting to more than CZK 23 mil., representing again significant improvement in comparison with comparable period of the previous year (CZK -255 mil.). 
Results within the individual segments (1st quarter of the year 2007) 
Earth oil processing:  Earth oil processing branch, traditionally very sensitive to macroeconomic conditions, recorded rather good quarter, influenced by increasing margins (4.11 USD/bbl. in comparison with 2.9 USD/bbl. in the 4th quarter of the 2006). Sale volume increased yearly by 14% and segment as a whole contributed to the operational profit of the whole Group by almost CZK 488 mil. 
Petrochemistry:  After record results of CHEMOPETROL, a.s. in the year 2006, the petrochemistry segment remains the main drafter of the successful performance of the Group.  The main factors influencing such good results were high use of production capacities and market conditions favourable for products of this company. The segment contributed to EBIT indicator of the whole Group by more than CZK 1.777 billion; CHEMOPETROL, a.s. itself showed the incomes amounting to CZK 8.9 billion and net profit of CZK 1.1 billion in the first quarter 2007. 
Retail:  Also BENZINA, a.s. confirmed dynamic growth trend in the first quarter.  Sale volume increased by 26% in comparison with comparable period of the previous year and also continuous increase of standard of provided services, successful promotion and more effective management paid its dividends.  However, financial results were braked by the fact that margins on the Czech market were generally very low in this period.  Nonetheless BENZINA, a.s. showed incomes amounting to CZK 1.7 billion (yearly +18.7%) and significant improvement of operational profit.  
Similar financial data for the individual segments are listed in the annex to the shortened consolidated final accounts on the page 12 hereto. 
Development of selected non-consolidated non-audited financial indicators for the period 2006-2007 in accordance with IFRS (CZK millions)
	state as to 30 June 
	2007
	2006

	Total assets

Total liabilities 

of which long-term commercial liabilities

Equity capital 

Registered capital

Foreign resources

Bonds emission 

Equity capital value corresponding to one share 

Total incomes 

Economic result for the accounting period
	26,383
	28,630

	
	6,779
	8,479

	
	0
	0

	
	22,871
	23,098

	
	18,133
	18,133

	
	3,511
	5,532

	
	2,000
	3,223

	
	CZK 126
	CZK 127

	
	91
	86

	
	122
	2,781


The parent company of the Group, Unipetrol, a.s. showed in accordance with the international accounting standards (IFRS) the profit amounting to CZK 121 mil. in the respective period.  The most important earnings of the company came from the fees for easements on plots of land in the ownership of the company, furthermore, from the services provided to the subsidiaries and from the dividends accepted from ČESKÁ RAFINÉRSKÁ a.s.
ANTICIPATED DEVELOPMENT OF THE RESULTS IN IIND HALF OF THE 2007
Strong financial performance should continue also for the rest of this year, however, favourable results of the first half will be weaken in the second half by the planned shut downs of production equipment of the UNIPETROL Group.  „Besides the regular maintenance, also investments into the extension of production capacities will occur, leading to reinforcement of UNIPETROL Group on the market and to further profits in the future.  Investments will also help to extend the maintenance cycle to four years, increase the reliability of all the units, and improvement of product portfolio, resulting into positive impacts on the economy of the UNIPETROL Group in the subsequent years.  It is anticipated, that the impact of shut downs on EBITDA of the year 2007 will amount to CZK 2 billion  As already published, the total investments within the UNIPETROL Group will amount to almost CZK 5.5 billion in the year 2007, representing significant increase in comparison with the year 2006 (when the investments amounted to CZK 3.9 billion). 
Implementation of a new model of company management continued by the previously announced merger of companies CHEMOPETROL, a.s., UNIPETROL RAFINÉRIE, a.s., and UNIPETROL RPA, s.r.o. into UNIPETROL RPA, s.r.o., leading to more effective management of the wholesale with the refinery and petrochemical products.  The project will continue by the stabilization and tuning of the new model, as well as by the execution of the less visible changes, as e.g. commencement of provision of the services of the Shared Service Centre (Unipetrol Services, s.r.o.) of PARAMO, in the subsequent phase. 
The process of modernization and quality improvement of the retail network of BENZINA continues in accordance with the plan.  The company may confirm again that of the total number of 319 petrol stations it will be able to introduce 156 reconstructed premises by the end of 2007, 78 of which will be reconstructed on the highest standard and shall henceforth operate under the premium mark BENZINA Plus.  90 petrol stations will be finished as to 30 June 2007, 50 of which will be reconstructed into the highest standard of BENZINA Plus mark.  
Also the Partnership Program commenced in 2005 is executed with the high priority.  This series of projects and initiatives is targeted into searching and use of synergy effects between the companies UNIPETROL, a.s. and PKN ORLEN S.A. a it was anticipated, that it will lead to the improvement having the value of additional EUR 138 mil. on the EBITDA level for the year 2008 (with the macroeconomic conditions comparable with the year 2004); however, it is anticipated now, that this objective will be reached one year sooner, i.e. by the end of 2007.
To reach the complexity we also mention the potential impact on the accounting value of shares AGROBOHEMIA, a.s. and Synthesia, a.s. see page 19 hereto (Annex of the shortened consolidated final accounts).
EQUITY HOLDINGS OF UNIPETROL, A.S.

During the first half of the year 2007, the following changes in the equity holdings of UNIPETROL, a.s. occurred: 

· The increased registered capital of UNIRAF SLOVENSKO s.r.o. was registered into the Commercial Register as to 7 March 2007.  The increase from SKK 200 thousand onto SKK 230 thousand was done in form of monetary contribution of UNIPETROL, a.s. becoming therefore the second shareholder of this company (besides UNIPETROL DAFINÉRIE a.s.) holding the share amounting to 13% of the registered capital.  
· The change of the business name of the subsidiary Meliba Estates s.r.o. to UNIPETROL SERVICES, s.r.o. as well as the change of the registered seat of this company (Prague originally) was registered into the Commercial Register as to 25 March 2007. 

· UNIPETROL, a.s. acquired minority shares in the companies PETROTRANS, a.s. (subsidiary of BENZINA a.s.) and UNIPETROL DOPRAVA, a.s. (subsidiary of CHEMOPETROL, a.s.) amounting to 0.62% and 0.12% of their registered capitals as to 15 March 2007, namely by the transfer of shares from the companies BENZINA a.s. and CHEMOPETROL, a.s. which used to hold 100% of shares. 

· UNIPETROL, a.s. acquired the minority share in POLYMER INSTITUTE BRNO, spol. s r.o. amounting to 1% of its registered capital as to 12 April 2007, namely by the transfer of share from CHEMOPETROL, a.s. which holds 99% after the transfer. 

· The increase of the registered capital of UNIPETROL SERVICES, s.r.o. from CZK 200 thousand onto CZK 100,200 thousand was registered into the Commercial Register as to 27 April 2007.
· The change of the business name of the subsidiary Steen Estates s.r.o. to UNIPETROL RPA, s.r.o. was registered into the Commercial Register as to 27 April 2007. 

· The change of the legal form of BENZINA, UNIPETROL DOPRAVA and PETROTRANS, namely from the joint-stock company newly to limited liability company came into legal force as to 1 May 2007. 

· In June 2007 UNIPETROL, a.s. became the owner (100%) of Garo Estates s.r.o. on the basis of the Share Transfer Agreement of 6 June 2007.

· The subsidiary KAUČUK, a.s. founded a new company Butadien Kralupy a.s. having the registered capital amounting to CZK 150 mil. registered into the Commercial register on 27 April 2007. 
UNIPETROL, a.s. financial investments overview

State as to 30 June 2007

	Name
	Seat
	Share in%
	Registered capital

(CZK thousand)
	Share on the registered capital (CZK thousand)

	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

	Výzkumný ústav anorganické chemie, a.s.
	Ústí nad Labem
	100.00
	60,000
	60,000 

	UNIPETROL TRADE a.s.
	Prague
	100.00
	2,172 
	2,172 

	BENZINA, s.r.o. 
	Prague
	100.00
	900,779                  
	900,779

	UNIPETROL RAFINÉRIE a.s.
	Litvínov
	100.00
	301,000
	301,000

	UNIPETROL SERVICES, spol. s r.o. 
	Litvínov
	100.00
	100,200
	100,200

	UNIPETROL RPA, s.r.o. 
	Litvínov
	100.00
	200
	200

	Garo Estates s.r.o. 
	Litvínov
	100.00
	200
	200

	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.
	Prague
	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. v likvidaci, v konkurzu
	Prague
	15.83
	120,000
	19,000

	UNIVERSAL BANKA, a.s. v konkurzu
	Prague
	16.45
	1,520,000
	250,000

	CELIO a.s.
	Litvínov
	10.53
	190,000
	20,000

	POLYMER INSTITUTE BRNO, spol. s r.o. 
	Brno 
	1.00
	97,000
	970

	PETROTRANS, s.r.o.
	Prague
	0.62
	16,000
	100

	UNIPETROL DOPRAVA, s.r.o. 
	Litvínov
	0.12
	806,000
	1,000

	CHEMAPOL GROUP, a.s. v konkurzu
	Prague
	0.004
	2,506,404
	100

	Spolek pro chemickou a hutní výrobu, a.s.
	Ústí nad Labem
	0.00
	1,939,408
	0.5


Financial investments in the foreign companies:  
	
	Seat
	Share in %
	Registered capital


	Share on the registered capital

	UNIRAF SLOVENSKO s.r.o. 
	Bratislava,  SR
	13,00
	SKK 230 thousand
	SKK 30 thousand

	Orlen Holding Malta Limited 
	Sliema, Malta
	0,50
	USD 5,050 thousand
	USD 25 thousand


CHANGES regarding the company’s STATUTORY BODIES 

Changes in the Supervisory Board in the period from 1 January 2007 to 30 June 2007

The Supervisory Board of UNIPETROL, a.s. held on 26 January 2007 acknowledged the resignation of Mr. Igor Chalupec from the position of the Member and Chairman of the Supervisory Board and of Mr. Wojciech Lorenc from the position of the Member of the Supervisory Board.  
The General Meeting of the company held on 5 March 2007 recalled Mr Pawel Jasiński from the position of the Supervisory Board and it appointed Mr. Piotr Kownacki, Mr. Miroslav Jasiński, and Mr. Arkadiusz Kotlicki into the positions of the Members of the Supervisory Board.  
The Supervisory Board appointed Mr. Piotr Kownacki from its members to become its Chairman on its meeting held on 5 March 2007. 

On its meeting held on 26 April 2007 the Supervisory Board acknowledged the resignation of Mr. Cezar Smorszczewski and appointed Mr. Krystian Pater the compensatory Member of the Supervisory Board up to the closest meeting of the General Meeting. 

The Supervisory Board appointed Mr. Pawel Szymanski from its members to become its Vice-Chairman on its meeting held on 23 May 2007.

The General Meeting held on 28 June 2007 re-appointed Mr. Zdeněk Černý the Member of the Supervisory Board after the termination of the term of his office.  Furthermore, it appointed Mr. Krystian Pater the Member of the Supervisory Board. 
Composition of the Supervisory Board as to 30 June 2007: 

Chairman of the Supervisory Board:

Kownacki Piotr 
Vice-Chairman of the Supervisory Board:

Kočárník Ivan






Szymański Paweł  

Members of the Supervisory Board:


Černý Zdeněk



Suchánek Miloslav 




Formela Dariusz  




Kearney Piotr 




Jasiński Mirosław 




Bugaj Czesław




Kapler Rafał




Kotlicki Arkadiusz




Pater Krystian

Changes in the Board of Directors in the period from 1 January 2007 to 30 June 2007

The Supervisory Board of the UNIPETROL, a.s. on its meeting held on 28 June 2007 unanimously appointed Mr. Wojciech Ostrowski the member of the Board of Directors.  
Composition of the Board of Directors as to 30 June 2007: 

Chairman of the Board of Directors: 

Vleugels François  
Vice-Chairman of the Board of Directors: 

Marzec Dariusz  
Members of the Board of Directors: 

Ottis Ivan






Krejčí Miroslav







Durčák Martin







Ostrowski Wojciech

Distribution of 2006 PROFITs

The ordinary General Meeting held on 28 June 2007 in Prague approved the draft of the Board of Directors to distribute the profit amounting to: 

CZK 2,432,188,279.18 as reached in the year 2006, as follows: 

· Mandatory allowance into the reserve fund CZK 121,609,413.96.
· Retained profit CZK 2,310,578,865.22.
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