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______INTRODUCTION

(hereinafter referred to as FNM CR) was established on 24 May 1991 for the purpose of

providing technical implementation of individual privatization resolutions and temporary
management of the state ownership interests intended for successive privatization, in
compliance with the Czech National Council Act no. 171/1991 Coll. concerning the powers of
the bodies of the Czech Republic in transfers of state property to other persons and the National
Property Fund of the Czech Republic.

Fond narodntho majetku Ceské republiky [National Property Fund of the Czech Republic]

The basic function of the National Property Fund of the Czech Republic is to manage state
property and its privatization in compliance with approved privatization projects. The income
earned by FNM CR in privatization does not form a part of the state budget of the Czech Republic
and may only be used for the purposes as provided by the law, such as rectifying damages
resulting from over forty years of state ownership, discharging companies under privatization
from debts, capital consolidation, transforming and stabilizing the banking sector,
strengthening the resources for sickness, health and pension insurance, etc. Financial resources
from FNM CR also flow into the state budget in the form of subsidies. Furthermore, it is also
necessary to settle the costs associated with the temporary management of the property under
privatization.

The National Property Fund of the Czech Republic does not have the competence to decide on
the manner of privatization of state property. Its main aim is to implement privatization projects
as based on the resolutions on privatization made by the Ministry of Finance of the Czech
Republic (previously the Ministry for the Management of National Property and Its Privatization
of the Czech Republic) or on resolutions of the Czech Government. In the case of a direct sale
of the property to a predetermined transferee, FNM CR shall execute and enter into a contract
of sale; in the case of selling property in a public auction or public tender, the Fund shall secure
their preparation and proceedings, etc. Should privatization be executed by investment
contribution of the state property into joint-stock companies and subsequent sale of their
shares, FNM CR shall first be the founder of the joint-stock company, then its main shareholder,
and finally the Fund shall sell or transfer the shares of such companies.

FNM CR is under direct control of the Chamber of Deputies of the Parliament of the Czech
Republic to whom it presents its budget and economic reports. The Chamber of Deputies also
elects the supreme bodies of the Fund, i.e. the Presiding Committee and the Board of
Supervisors.
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______ ORGANIZATIONAL STRUGTURE OF ENWVIGIE

The National Property Fund of the Czech Republic is divided into seven sections:

1. Section for Strategic Privatization

Ensures preparation and implementation of privatization of selected strategic companies as based on the resolution
on privatization issued by the Ministry of Finance or the Government, ensures co-action with selected FNM CR
consultants for individual privatization projects and cooperates with the Ministry of Finance in the preparation of
government documents related to privatization of strategic companies

2. Property Participation Section

Ensures performance of rights and duties of the FNM CR as a shareholder, carries out analyses of companies included
into the restructuring programme, cooperates with respective departmental ministries, creditor banks and other
entities in preparation of the restructuring programme for selected companies

3. Property Sale and Restitution Section

Has as its task implementing privatization decisions using standard methods, which include public tenders, direct
sales, cost-free transfers, restitutions and sale on the capital market. The section also provides management of retracted
property, ensures economic analyses of outstanding debts and suggests their handling

4. Ecological Section

Provides a comprehensive support in preparing, executing and checking job orders dealing with ecological burdens
arisen before privatizing state property, cooperates with the Ministry of Environment and other institutions, including
contracting parties participating in so-called environmental contracts and contractors employed in the removal of old
ecological burdens

5. Legal Section

Provides legal agenda for FNM CR connected with rendering of juridical services, including all passive and active lawsuits
of FNM CR

6. Finance Section

Ensures the management of separate and asset accounts of FNM CR, conduct of bank operations, meeting the due dates
for payments for sold property, recording of economic information concerning every movement of FNM CR assets and
liabilities

7. Internal Administration Section

Conducts activities connected with the budget of operating, labour and investment costs including a special agenda of
costs related to the implementation of privatization projects, ensures personnel and wages administration of FNM CR
and controls its records archive

EXECUTIVE COMMITTEE

Is the statutory body of FNM CR managing its activities. Its members are appointed by the Presiding Committee for a
five-year term. The Executive Committee is headed by the Chairman and two Vice-chair{nen. Another seven members
of the Executive Committee are delegated with controlling individual sections of FNM CR.

PRESIDING COMMITTEE

of FNM CR has nine members and a chairman who is by law the Minister of Finance. The Vice-chairman and members
of the Committee are elected by the Chamber of Deputies of the Parliament of the Czech Republic for a five-year term.
The scope of powers of the Presiding Committee in particular includes appointing and managing the Executive
Committee and supervising its activities, conceiving the FNM CR statutes, approving the remuneration rules for the
members of the Executive Committee of FNM CR, drawing up a draft budget for FNM CR and presenting it to the
Government for discussion, considering the yearly statements of account of FNM CR and annual reports of FNM CR
activities for the previous year and presenting them to the Government for discussion.

SUPERVISING COUNCIL

Consists of five members elected by the Chamber of Deputies of the Parliament of the Czech Republic for a five-year
term. The task of the members of the Supervising Council is supervising the activities and management of FNM CR,
the Presiding Committee and the Executive Committee. Subject to the nature of the issue it notifies the Presiding
Committee, the Ministry, the Government, Chamber of Deputies or other appropriate bodies of discovered shortcomings.
The Supervising Council considers the draft budget, the yearly statement of accounts and annual report before presenting
them to the Government. The employees of FNM CR are not allowed to become members of the Supervising Council.
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Ladies and gentlemen,

The benefit of the FNM CR activities into public budgets in
2002 was again fundamental despite the fact that the period
of the so-called "mass privatization", which culminated in
the nineties, has ended. The above-average earnings of FNM
CRin the last year were in particular derived from successful
privatization of the Czech gas industry. FNM CR obtained a
profit of 124.5 billion Czech crowns by virtue of the sale of
state ownership interests in the joint-stock company
Transgas and in eight regional gas-distributing companies
to the German company RWE Gas.

By selling the Czech gas industry FNM CR provided the
biggest direct foreign investment for the Czech Republic
implemented in the last year, and at the same time, last year
brought the biggest earnings in its history, 128.9 billion
Czech crowns, which resulted in an increase of total earnings
of the Fund since its establishment in

______INTRODUCTORY \WORD OF THE ENVCIRIGHATVAN

of the state property and shares in particular to eliminate the
damages incurred from over a forty-year period of state
ownership. Total expenses of the Fund since its foundation
have amounted to 428.8 billion Czech crowns, out of which
120.1 billion was spent by the Fund in 2002.
Expenses associated with the activities of Ceské konsolida¢ni
agentura [Czech Consolidating Agency] reached 15.9 billion
Czech crowns last year, while the total for the overall time of
existence of FNM CR amounted to 77.3 billion. For state
budget purposes the Fund has liberated 70.5 billion Czech
crowns since its foundation; last year's expenses into the state
budget amounted to 20.6 billion.
The State Fund for Transport Infrastructure has been given
a total of 45.8 billion Czech crowns from FNM CR, out of
which 23.8 billion in the last year. The Fund's earnings from
privatization thus have contributed to development,
maintenance and modernization of

1991 to 463.3 billion Czech crowns.
FNM CR also succeeded in the pre-
paration of the sale of the Novd hut
shares to LNM Holdings N. V., which
undertook to pay 9 million dollars for
a 67.25 per cent share in Nova hut.
The first part of the transaction, i.e.
the sale of a 52.25 per cent share to the
Ostrava-based steel company for 6
million dollars, was settled at the
beginning of 2003.

At the beginning of January 2002, the
Government of the Czech Republic
allowed important strategic investors
to acquire a state investment share
in CEZ, a. s., and regional power
engineering distributing companies
(REAS). None of the investors,
however, offered a reasonable purchase price for the state
majority ownership interest. In the spring of 2002 the
Government thus decided to integrate the joint-stock
company CEZ with REAS, while simultaneously hiving off
CEPS, a.s., shares to a state-controlled company. Further to
the resolution of the Czech Government, FNM CR, in co-
action with other parties to the transaction, prepared and
subsequently subscribed pertinent contracts.

The Czech Government decided to suspend the on-coming
sale of the state ownership interest in the joint-stock
company Cesky Telecom, as the agreement with the preferred
investor was not reached.

At the beginning of 2002, FNM CR entered into a contract
with Agrofert Holding on a sale of 63 per cent of shares of the
joint-stock company Unipetrol. Despite the willingness of
FNM CR to settle the transaction, the transfer of Unipetrol
shares to the transferee was not carried out during the year
due to disagreement of the contractual parties as to meeting
the suspensive conditions. The Government thus decided to
cancel Unipetrol privatization into the hands of Agrofert
Holding. By the end of the year the Czech Government
requested FNM CR to provide a collection of consultant firms
that would assist the Government and the Fund in selecting
astrategic investor in the reopened privatization of Unipetrol.
FNM CR liberated its financial resources gained from the sale

roads, motorways, railroads and
waterways.

The State Fund for Housing
Development has received 27 billion
Czech crowns since its establishment
from FNM CR, 17.4 billion in 2002.
These resources form an over-
whelming majority of the income by
the State Fund for Housing
Development and are used e.g. in
financial support of repairs of panel
buildings, construction of apartments
and building of technical infra-
structure in municipalities.
Recently, the expenses for the removal
of ecological damages have started to
play an important role. Last year FNM
CRliberated 3.2 billion Czech crowns
for the liquidation of decades-old ecological burdens, which
makes a total of 15.3 billion Czech crowns and thus
contributed to improving the quality of living of Czech
citizens.

FNM CR has been so far successful in covering its expenses
by its earnings. However, as the auditor warned, any other
disposal of Fund resources should be carried out in a way so
that the Fund would not get into a situation where it could
not be able to meet its obligations. The same was declared by
the Presiding Committee of FNM CR when approving the
annual report for 2002.

The year 2002 was extraordinary for FNM CR not only from
the point of view of privatization earnings, but also from the
point of view of its existence. Due to the fact that this
privatization agency has preponderantly accomplished its
mission, the Government of the Czech Republic expressed
its intention to terminate the activities of the Fund in this
electoral term. The management of FNM CR has thus actively
risen to the occasion of preparing a transformation project
and ensuring transparent and effective functioning of FNM
CR during its implementation.

Ing. Jan Juchelka
Chairman of the Executive Committee
of FNM CR



Main Activities and Systematic
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______SALE OF SHARES

STRATEGIC COMPANIES

In the first half of 2002 the National Property Fund of the Czech Republic (FNM CR) achieved
a material success in the sphere of privatizing strategic companies, when it sold ownership
interests in the joint-stock company TRANSGAS and eight regional gas distributing
companies. The German company RWE Gas AG paid 4.1 billion EUR for the gas company
shares, which is the highest yield from privatization of Czech companies during the history
of FNM CR and the greatest yield from power engineering privatization in Central Europe.

Another successful undertaking of FNM CR was the sale of NOVA HUT shares. At the beginning
of 2002, the Government of the Czech Republic decided on initiating exclusive negotiations
concerning the entry of LNM Holdings N. V. (LNM) into the joint-stock company NOVA HUT,
After intensive discussion, in the summer of 2002 LNM submitted a bid for a purchase of 67.25
per cent equity share in the joint-stock company NOVA HUT at a price of 9 million USD. The
Government accepted this bid.

In the other half of 2002 LNM and FNM CR were meeting numerous suspensive conditions
stipulated by the Contract of Purchase. Due to the complexity of the transaction, the
performance of the suspensive conditions claimed full employment of all parties concerned,
including the Ministry of Industry and Commerce, Ministry of Finance and creditor banks of
the joint-stock company NOVA HUT. The first part of the transaction was successfully settled
at the beginning of 2003, when FNM CR acquired 6 million USD for a 52.25 per cent equity
share. The remaining 15 per cent of the FNM CR equity share in the joint-stock company NOVA
HUT will be transferred to LNM after terminating legal proceedings with the limited liability
company PETRCILE. LNM shall pay 3 million USD for this ownership interest.

At the beginning of January, the Government of the Czech Republic allowed important strategic
investors to acquire state investment shares in CEZ, joint-stock company, and eight regional
power engineering distributing companies (REAS). None of the investors, however, satisfied
the conditions of the tender; in particular no one offered a reasonable purchase price for the
state majority ownership interest. In the spring of 2002, the Government thus decided to
integrate the joint-stock company CEZ with REAS, while simultaneously hiving off CEPS, a. s.,
shares to a state-controlled company. This step resulted in completing contracts on transfer
of shares of CEZ, joint-stock company, CEPS, joint-stock company, and REAS between
individual parties to the transaction, i.e. the following companies: CEZ, a. s., OSINEK, a. s.,
FNM CR, Czech Consolidating Agency and the Ministry of Employment and Social Security
of the Czech Republic. The transfer of the pertinent equity shares should be implemented,
after satisfying all contractual suspensive conditions and in compliance with the resolution
of the Office for the Protection of Competition, in 2003.

Privatization process in the case of CESKY TELECOM, a.s., continued in April 2002 by selecting
two international consortia, with which further discussions were held concerning the possibility
of their acquiring a state equity share in the biggest Czech telecommunication company.
During the whole year complex negotiations were in progress concerning the contract and
solving financial issues. However, an agreement with the selected strategic partner was not
reached. By the end of 2002 the Government thus decided on developing another course of
action related to the ownership interest of the state in business activities of CESKY TELECOM,
a.s.

Earlyin 2002, FNM CR, as based on a privatization resolution of the Government, entered into
aContract on purchase and sale of UNIPETROL, a. s., shares (the "Contract") with AGROFERT
HOLDING, a. s. Despite the willingness of FNM CR to settle the transaction, the transfer of
Unipetrol shares to the transferee was not carried out during the year due to disagreement of
the contractual parties as to meeting the suspensive conditions. Subsequently the joint-stock
company AGROFERT HOLDING submitted a draft agreement on terminating the Contract.
Asbased on the Government resolution on cancellation of the previous decision on privatizing
the state ownership interest in the business activities of UNIPETROL, FNM CR and the joint-
stock company AGROFERT HOLDING completed the above-mentioned Agreement on
Terminating the Contract. By the end of 2002 the Government of the Czech Republic decided
on opening a selection procedure aimed at selecting a consultant firm that would assist FNM
CR in the reopened privatization process of UNIPETROL, a. s.
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NON-STRATEGIC COMPANIES

In 2002 FNM CR implemented privatization of shares in the
so-called non-strategic companies by means of public tenders
via direct sale to predetermined transferees as based on the
resolution on privatization in accordance with the Czech
Government decree.

Total earnings of FNM CR from the sale of non-strategic

Table 1

companies in 2002 amounted to 301 million CZK. The
highest share in the total volume of earnings from
privatization of non-strategic companies was acquired from
the sale of the joint-stock companies Sklenéna biZuterie, a.
s., [Paste Jewellery, joint-stock company], KORAMO, a. s.,
and a part of an equity share in Prazska teplarenska, a. s.,
[Prague Combined Heat and Power Production Plant, joint-
stock company].

List of completed privatizations of non-strategic joint-stock companies in 2002

NOVA, a. s.

Hotel Monfana —F, a. s.

Vinné sklepy Valtice, a. s.
Agroprodukt, a. s. in bankruptcy
CKD Slany, a. s.

CHIRANA Praha, a. s.

Rekord, a. s., in liquidation

SAPOR, a. s., in liquidation

Pivovar Radegast Sedlec, a. s., in bankruptcy
TOS Kufim, a. s., in liquidation

ZEZ Hofice, a. s.

Sklenénd bizuterie, a. s.

Priimys| kamene, a. s.
PRAGOINVEST, a. s., in bankruptcy
Lazne Libverda, a. s.

Ldzné Teplice, a. s., v Cechdch
Lécebné 1Gzné Maridnskeé 1azng, a. s.
Sanatorium Astoria, a. s.

Lazné Teplice nad Becvoy, a. s.

Lécebné IGzné Bohdaneg, a. s.
Lécebné IGzné Jachymoy, a. s.
SETUZA, a. s.

Kanalizace a vodovody St. Plzenec, a. s.
Burza cennych papirl Praha, a. s.
KORAMO, a. s.

Semperflex Optimit, a. s.

Hotely HBJ, a. s.

Chovservis, a. s.

Albatros nakladatelstvi, a. s.

Ateliéry Bonfon Zlin, a. s.

Lazné Podébrady, a. s.

Priessnitzovy IéCebné 1dzné, a. s.
Solné miyny, a. s.

Zeleznobrodskeé sklo, a. s. *

Prazské vodovody a kanalizace, a. s. *
Potraviny Cenfrum, a. s.

CVM Mokrg, a. s.

* share transfer without consideration

[ Zelivka water storage reservoir operated by Prazské vodovody a kanalizace, a. s.



Privatization of FNM CR equity shares still remains complicated due to unsettled litigations
and the fact that particular companies from the FNM CR portfolio are going bankrupt or being
liquidated. This situation considerably impedes the efforts to sell the shares of these companies.
In consideration of a continuously monitored state of bankruptcy proceedings and inferential
costs connected with the sale of shares with zero value, the Executive Committee of FNM CR
ruled on 1 June, 2002 that FNM CR should not continue to sell shares of companies going
bankrupt or being liquidated, and should wait till the winding-up of these companies was
concluded.

Analogous to previous years, in 2002 the trend of fewer companies sold via the capital market
persisted. FNM CR thus terminated its activities on the capital market as of 31 December, 2002.
In 2002 FNM CR did not offer anything for sale on the stock market.

Figure 1

Overview of revenues from the sale of shares on the capital market

from the beginning of privatization to the end of 2002
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_____ SALEOFASSETS |

The sale of privatized assets of FNM CR in 2002 was made in the form of direct sales and public
tenders.

A total of 111 units at a total purchase price of 540 million CZK, which comprised of 26
health care institutions at 52 million CZK, was privatized by means of direct sale. The highest
purchase prices were reached by selling land belonging to Palivovy kombinat V¥esova [Viesova
Fuel Combine] and the sale of the Havli¢kav Brod and Ji¢in affiliated companies of CSAD
Hradec Kralové [Czech Bus Service in Hradec Kralové]. The biggest items sold concerning
health care institutions were Poliklinika [Health Centre] in Veseli nad Moravou and
Balneoprovoz Lazné VI [Balneology Centre-Resort VI] in Karlovy Vary. The accounting value
of the sold assets was 712 million CZK.

The actual revenue from assets privatization via direct sale in 2002 amounted to a total of
735 million CZK.

A total of 30 privatization units were sold by FNM CR at a total purchase price of 369 million
CZK via public tenders, out of which 25 were tenders for a sale of assets amounting to 159
million CZK, two tenders were for the sale of shares of 176 million CZK, two tenders for the sale
of a claim of 33 million CZK and one tender for the sale of the so-called retracted assets of one
million CZK. From the point of view of the purchase price, the most profitable sale by FNM CR
was the sale of shares of Prazska teplarenska, a. s., [Prague Combined Heat and Power Production
Plant, joint-stock company], assets of Poliklinika I [Health Center I] in Hradec Kralové and
Stavby Zelezni¢ni polikliniky [Railroad Health Centre Constructions] in Prague 4 - Bohdalec.

The actual revenue from privatization of assets via public tenders in 2002 amounted to a
total of 265 million CZK.

The total purchase price is a sum total of all purchase prices in accordance with the contracts
entered into in 2002. The actual revenues from privatization represent a sum total of all
payments credited to the account of FNM CR in 2002, i.e. including payments related to
contracts concluded in previous years.

Figure 2
from the beginning of privatization to the end of 2002 (billion CZK)
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Figure 3

Revenue from the sale of assets and shares divided into domestic and foreign investors (billion CZK)
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______EXERCISE OF SHAREHOLDER'S RIGHIS)

As of 31 December, 2002 FNM CR owned majority or material
ownership interests in 21 joint-stock companies of strategic
importance of a total face value of 120.76 billion CZK. In the

second quarter of 2002 FNM CR sold ownership interests in
eight regional gas distributing companies.

Table 2
List of strategic companies in FNM CR portfolio as of 31 December, 2002
Name of the joint-stock company Total share holding (face value) Ownership in reg. capital

(thsd. CZK) (%)

CEPRO, a. s. 2 660 000.000 100.00
Ceskeé aerolinie, a. s. 1 556 980.000 56.92
CESKY TELECOM, a. s. 16 458 795.000 51.10
CEZ a.s. 40028 551.500 67.61
JihoCeska energetika, a. s. 920 946.000 48.06
Jihomoravska energetika, a. s. 1647 785.000 46.66
MERO CR, a. s. 8430921.000 100.00
NOVA HUT, a. s. 7 710973.000 67.25
OKD, a. s. 11 149 594.000 45.88
Prazska energetika, a. s. 1864 798.000 48.19
SeveroCeskad energetika, a. s. 1 565 344.000 48.05
SeveroCeské doly, a. s. 4983 167.000 55.38
Severomoravska energetika, a. s. 1658 783.000 48.66
Sokolovskad uhelnd, a. s. 3302 594.000 48.69
StfedoCeska energetickad a. s. 1871 746.000 58.30
SKODA PRAHA, a. s. 305 351.000 54.77
Transgas, a. s. 1096 512.000 3.00
UNIPETROL, a. s. 11 422 403.800 62.99
VITKOVICE, a. s. 89 378.540 67.31
\ychodoceska energetika, a. s. 1265 178.000 49.62
ZdapadoCeska energetika, a. s. 775 245.000 48.28
Total of 21 joint-stock companies 120 764 697.840

As of 31 December, 2002 FNM CR registered in its portfolio
atotal of 168 non-strategic joint-stock companies with a total
face value of shares amounting to 17.5 billion CZK. Out of
this number FNM CR keeps a register of 64 companies for

the assets of which petitions in bankruptcy have been filed
by the court or that are under liquidation. In 37 companies
the respective founding ministries insist on shareholding
with special rights.



Table 3

FNM CR share portfolio structure

State as of 31. 12. 2001  State as of 31. 12. 2002
FNM CR OWNERSHIP No. of Share face value No. of Share face value
a.s.*  thousand CZK  a.s.* thousand CZK
Total joint-stock companies 234 184 639 694 189 138265620
Out of which:
1. Strategic companies 29 169 144 897 21 120 764 698
2. Non-strategic companies 205 15494 797 168 17 500 922

*a. s. = joint-stock company

Joint-stock companies in which the founding ministries insist

on shareholding with special rights

Pcsin FNM Note
ownership

Name of Company

Ceskeé pristavy, a. s.

Ceskosl. plav. labskd, a. s., bankrupt
Geofyzika, a. s.

Hrebcin Napajedla, a. s.

Jan Becher-KV Becherovka, a. s.
Chebské vodovody a kan., a. s.
Chodské voddrny a kan., a. s.
Plzerisky Prazdroj, a. s.
Severoceskd voddren. spol., a. s.
Slovacké vodarny a kan., a. s.

Ustav jader. vyzkumu REZ, a. s.
Ustav nerostnych surovin, a. s.
Vodarenska a kan., a. s., Plzen
Voddarny Kladno-Mélnik, a. s.
Vodohosp. a obch. spol., a. s., Ji€in
Vodohosp. spol. Olomouc, a. s.
Vodohosp. spol. Vrchlice, a. s.
Vodohosp. zaf. Sumperk, a. s.

Vodovody a kan.
Vodovody a kan.
Vodovody a kan.
Vodovody a kan.
Vodovody a kan.
Vodovody a kan.
Vodovody a kan.
Vodovody a kan.
Vodovody a kan.
Vodovody a kan.
Vodovody a kan.
Vodovody a kan.
Vodovody a kan.
Vodovody a kan.
Vodovody a kan.
Vodovody a kan.
Vodovody a kan.
Vodovody a kan.
Vodovody a kan.

Beroun, a. s.
Bruntdl, a. s.
Breclav, a. s.

H. Krdlové, a. s.
Havl. Brod, a. s.
Hodonin, a. s.
Chrudim, a. s.
Jablonng, a. s.
Kroméfiz, a. s.
MI.Bol., a. s.
Ndchod, a. s.
Nymburk, a. s.
Pardubice, a. s.
Prostgjoy, a. s.
Pferov, a. s.
Trutnov, a. s.
Vsetin, a. s.
VySkov, a. s.
Zlin, a. s.

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

exercise of shareholder rights of MDS CR
exercise of shareholder rights of MDS CR
exercise of rights of MZP CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of SUJB
exercise of rights of MZP CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
exercise of rights of MZe CR
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Total 37 joint-stock companies

MDS CR= Ministry of Transport and Communications of the Czech Republic
MZP CR = Ministry of Environment of the Czech Republic

MZe CR = Ministry of Agriculture of the Czech Republic

SUJB = State Office for Nuclear Safety
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Table 4

"Golden" shares - state of holding all shares with special rights as of 31 December, 2002

Companies in which the founding ministries insist
on maintaining "golden" share rights:

Ceske piistavy, a. s.

Ceskoslovenskd plavba labskd, a. s., bankrupt
Geofyzika, a. s.

Hreb¢in Napajedia a. s.

Chebské vodovody a kanalizace, a. s.
Chodskeé voddrny a kanalizace, a. s.

Jan Becher — Karlovarskd Becherovka, a. s.
Plzenisky Prazdroj, a. s.

SeveroGeskd voddrenskad spolecnost, a. s.
Slovacké vodarny a kanalizace, a. s.

Ustav jader. Vyzkumu REZ, a. s.

Ustav nerostnych surovin, a. s.

Voddrenska a kanalizace, a. s., Plzefi
Voddrny Kladno-Mélnik, a. s.
Vodohospodarskd a obchodni spoleénost, a. s., Jigin
Vodohospodarskad spoleénost Olomoug, a. s.
Vodohospoddrska spole¢nost Vrchlice, a. s.
Vodohospoddiska zaiizeni Sumperk, a. s.
Vodovody a kanalizace Beroun, a. s.
Vodovody a kanalizace Bruntdl, a. s.
Vodovody a kanalizace Bfeclay, a. s.
Vodovody a kanalizace Hradec Krdlové, a. s.
Vlodovody a kanalizace Havli¢klv Brod, a.s.
Vodovody a kanalizace Hodonin, a. s.
Vodovody a kanalizace Chrudim, a. s.
Vodovody a kanalizace Jablonng, a. s.
Vodovody a kanalizace Kroméfiz, a. s.
Vodovody a kanalizace Miadd Boleslay, a. s.
Vodovody a kanalizace Ndchod, a. s.
Vlodovody a kanalizace Nymburk, a. s.
Vodovody a kanalizace Pardubice, a. s.
Vodovody a kanalizace Prostgjov, a. s.
Vodovody a kanalizace Pferov, a. s.
Vodovody a kanalizace Trutnov, a. s.
Vodovody a kanalizace Vsetin, a. s.
Vodovody a kanalizace VySkov, a. s.
Vodovody a kanalizace Zlin, a. s.

Companies in which the "golden" share was
invalidated and a respective change in the Articles
of Association was made:

AB BARRANDOQYV, a. s.

ALBATROS, nakladatelstvi, a. s.
Anenské slafinné 1dzné, a. s.

Ateliéry Bonfon ZIin, a. s.
Bohemia-lazné, a. s.

Cenirum stavebniho inzenyrstvi, a. s.
Cinemart, a. s.

Imperidl Karlovy Vary, a. s.
KINOTECHNIKA, a. s.

Ldzné Libverda, a. s.

Lazné Podébrady, a. s.

Lazné Teplice nad Bedvou, a. s.
Lazné Teplice v Cechdch, a. s.
LéCebné 1Gzné Bohdaneg, a. s.
LéCebné Lazné Jachymoy, a. s.
LéGebné 10zné Maridnské Lazné, a. s.
Léciva, a. s.

Priessnitzovy IéCebné Idzné, a. s.
Sanatorium Astoria, a. s.

Solné miyny, a. s.

SVUSS, a. s.

Editio Praga, a. s., v likvidaci
INFUSIA, a. s.

Lazné FrantiSkovy Ldzné, a. s.

Lazné Luhacovice, a. s.

Lazneé Velichovky, a. s.

LéCebné 10zné Konstantinovy Lazng, a. s.
TERPLAN, a. s.

Védeckovyzkumny uhelny Gstav, a. s.

* Companies in which special rights of the "golden" share
will be cancelled in connection with privatization or
completed liquidation

Companies in which the "golden" share is to be
invalidated:

CESKY TELECOM, a. s. *

BASK, a. s., v likvidaci *
JihoCeska energetika, a. s. *
Jihomoravska energetika, a. s. *
PraZzska energefika, a. s. *
SeveroGeskad energetika, a. s. *
Severomoravska energetika, a. s. *
StfedoCeska energetickd, a. s. *
VychodoCeska energetika, a. s. *
ZdpadoCeska energetika, a. s. *

In 2002 FNM CR also ensured the exercise of shareholder's
rights in companies, where it has a stake exceeding ten per
cent of the registered capital. For that reason the Fund
cooperated with the founding ministries, the Ministry of
Finance of the Czech Republic and the Czech Consolidating
Agency.

The representatives of FNM CR, while exercising its
shareholder's rights, are obliged, in particular at general
meetings, to pursue the interests of FNM CR, ensure its tasks
and see to it that the rights of FNM CR as a shareholder are
not invaded or abridged. FNM CR, in the first place, has taken
part in general meetings of those companies, where it holds



shares with special rights (so-called "golden shares"). The Fund thus anticipated contingent
undesirable curtailment of the rights related to this share.

The Government Decree no. 119 of 7 February, 2001 imposed invalidation of the shares with
special rights in 29 joint-stock companies in which FNM CR holds less than ten per cent of the
registered capital with a settlement day up to 31 December, 2002. By that day shares with
special rights were invalidated in all 29 companies. During 2002 FNM CR implemented
additional privatization of these shares via direct sales or public tenders. The completion of
sale shall subsequently continue in 2003.

In2002 FNM CR ensured the exercise of shareholder's rights in sessions of 122 general meetings,
and in the role of the sole shareholder the Fund made more than 20 Resolutions of the Sole
Shareholder when executing the authority of the general meeting.

O Prazské vodovody a kanalizace, a. s. — Podoli waterworks interior
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Cepro, a. s. storage facility

L1 View from a tank in the Cerekvice storage facility (above) and a pipeline in the Strelice —



______LEGAL PROCEEDINGS

As of 31 December, 2002 FNM CR filed a total of 3 702 lawsuits out of which 983 (26.57 %)
lawsuits were filed as active, 2400 (64.80 %) as passive, and 319 (8.63 %) were bankruptcy
proceedings.

Most lawsuits were staffed by the legal section of FNM CR. FNM CR employees presented
75.54 % cases, the services of external lawyers were employed in 20% of cases and court
distrainers presented 4.46% of cases on behalf of FNM CR.

Out of the total of 983 lawsuits in which FNM CR is the claimant (active lawsuits) 66.12 %, i.e.
650 lawsuits, were not terminated by the end of 2002. In the last year FNM CR entered 70 new
lawsuits, while the number of unsettled cases rose by 69 in the last year.

When classifying unsettled active lawsuits, a paramount share pertained to debt collection by
reason of unpaid purchase prices, while 200 cases were still unsettled (30.77 % from unsettled
active disputes). Numerous active lawsuits also included recovery of appurtenances in 189
unsettled cases (29.08 % from unsettled active disputes), and recovery of unpaid non-interest-
bearing loans from the programme of an all-state reduction of secondary financial insolvency
with 91 cases to be settled (14 % from unsettled active disputes). The remaining unsettled
lawsuits are disputes for different legal reasons, mostly due to unpaid rent for using Fund's
assets, inflicted damages, non-payment of awarded dividends, declaratory actions, etc.

Out of 319 bankruptcy proceedings, where FNM CR is one of the creditors, a preponderant
part, 270 cases, has not been settled, i.e. 84.59 %. The yield of bankruptcy proceedings is rather
low by experience, at least recently the rate of bankruptcy proceedings has increased and the
number of settled bankruptcy proceedings is rising.

In 2002 the number of legitimately decided cases further increased in which it is possible to
sue for awarded claims in executory proceedings. However, it is necessary to point out that in
numerous cases the claims end up as utterly unrecoverable, in particular due to the duration
of discovery proceedings, when actions initiated in 1994 to 1995 that still have not reached
final judgment are not exceptional. The duration of the discovery proceedings affects the
fruitfulness of the executory proceedings, i.e. both court executions and executions carried out
by private executors whose services FNM CR started to employ last year. It is not an exceptional
case when the debtor, a legal person, at the time when it is finally possible to proceed with the
execution of judgment, is in possession of virtually nothing, manages no accounts and even
his whereabouts are unknown, with the registered seat of his company abandoned long ago,
the statutory bodies of the debtor have changed their places of residence and even the courts
are unsuccessful in their summoning in relation to a contingent declaration of assets.

Out of a total of 2 400 lawsuits in which FNM CR is a defendant (passive lawsuits), 35.24 %
has not been settled, i.e. 847 suits.

Lawsuits by virtue of liability prevail in unsettled passive actions in court. 211 cases remain
to be settled, which is 24.97 % from unsettled lawsuits. Restitutions rank second in light of
percent occurrence with 88 lawsuits and their share in unsettled lawsuits is 10.41 %. Lawsuits
over invalidity of purchase contracts include 44 cases with a share in unsettled suits of 5.09 %.
The remaining unsettled lawsuits are of different nature, e.g. proposals for preliminary rulings,
declaratory actions, proposals for share issue, etc.

The absolute number of unsettled lawsuits has decreased compared to the previous year, where
1935 lawsuits were not settled as of 31 December, 2001 out of a total of 3 542 suits and 1 767
lawsuits were unsettled as of 31 December, 2002 out of a total of 3 702 lawsuits.

Currently the trend that has started in the past years keeps continuing, where the number of
lawsuits in which the Fund is sued increases, and the number of lawsuits in which FNM CR
institutes legal proceedings gradually decreases. However, it is necessary to mention that even
in newly arising passive lawsuits there is no exception where the plaintiff has filed his petition
a couple of years ago (often in 1999-2000) and only now the courts have come to the point of
starting to perform first acts in re: requests for opinions, appointments of the hearing. It mostly
concerns lawsuits about the occurrence of which FNM CR was not informed in advance. New
claims arise less often and they mostly involve claims by reason of contractual fines, interest
on late payment, rent, damage or unjustified enrichment. There is a simultaneous increase in
cases that are solved in a different manner than by debt collection per curiam, in particular
the practice of entering into agreements concerning schedule of payments in the form of a
notarial protocol with direct enforceability has proved successful.
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______REMOVAL OF OLD ECOLOGICALEURDENS

22

In 2002 FNM CR continued in implementing the Czech
Government Decree by entering into Contracts on
Settlement of Ecological Liabilities arisen before
privatization between FNM CR and transferees of the
privatized assets or their successors in title (hereinafter
referred to as Environmental Contract). The Czech
Government Decree no. 51 of 10 January, 2001 and the
Principles of Settlement of Ecological Burdens Arisen before
Privatization are applied in Environmental Contracts. FNM
CR, in compliance with Act no. 92/1991 Coll. on conditions
of transfer of state assets to other persons, as amended, and
in compliance with Act no. 199/1994 Coll. on procurement
of public orders, as amended, commits itself to the transferee
of the privatized assets or his successor in title to remove —
to finance — his "ecological liability" towards the pertinent
state administrative body (generally towards the Czech
Environmental Inspection), which issues the pertinent
administrative resolution to rectify the detrimental situation.
FNM CR covenants to pay to the contractor the price of the
rendered work representing purposefully and effectively
incurred costs for satisfying ecological obligations, in close
cooperation of FNM CR and the Ministry of Environment of
the Czech Republic, which plays an unsubstitutable role of
an expert guarantor in the process of removing old ecological
burdens. When selecting contractors, FNM CR acts upon the
above-mentioned acts and by-laws, in particular in
compliance with the Act on procurement of public orders.
Transferees or successors in title covenant namely to satisfy
all conditions stipulated by the administrative resolution and
endure all work necessary to perform the Environmental
Contract, while they are obliged to provide any co-action
necessary for performing the Environmental Contract and
supervise the purposefulness and effectiveness of the work
carried out in compliance with the implementation project
of corrective actions.

In 2002 13 Environmental Contracts were entered into with
FNM CR guarantees in a total amount of 1.064 billion CZK.
Significant contracts include e.g. environmental contracts
with Severoceské doly, a. s. [North Bohemian Mining, joint-
stock company], StfedoCeska energeticka, a. s. [Central
Bohemian Power Engineering joint-stock company] and
Transgas, a. s. In the aggregate FNM CR has 267 En-
vironmental Contracts registered from 1991 to 31 December,
2002 with guarantees amounting to 142.692 billion CZK.
Costs for the removal of old ecological burdens arisen before
privatization associated with environmental contracts
reached 15.33 billion CZK, out of which 3.23 billion CZK was
incurred in 2002.

In 2002 FNM CR and the Land Fund of the Czech Republic
entered into an agreement that resulted in a successful
transfer of environmental contracts under direct authority
of FNM CR. The agenda associated with removing ecological
damages to agricultural property arisen before privatization
was thus centralized by FNM CR on grounds of the necessity
to apply the above-mentioned acts and government decrees
(no.51/01), and further with the aim of direct control of the
spent financial resources.

In 2002 FNM CR consistently continued in applying a new
regime following from the force of legislation of Act no.

199/94 Coll. on procurement of public orders, as amended,
and the Principles stipulated by the Government Decree no.
51/01 into previously concluded contractual relations that
were valid and effective before the force of legislation of Act
no. 28/2000 Coll., on procurement of public orders, as
amended. These changes constitute a necessary contractual
condition that precedes the need for opening selection
procedures - public commissioning for implementation of
corrective actions, in particular redevelopment work. Despite
considerable administrative and negotiating difficulties of
the above-mentioned task, 73 pertinent amendments to
environmental contracts were concluded in 2002; a total of
108 amendments to environmental contracts have been
concluded. If we include in the above-given enumeration a
total of 26 environmental contracts that comprise the above-
mentioned stipulations, FNM CR thus registers a total of 134
environmental contracts that fully comply with the 2002
standard base and form a foundation for a transparent,
flexible and effective process for the removal of ecological
damages.

Contractual alterations in 2002 triggered a desirable decrease
in FNM CR aggregate guarantees bound for removal of old
ecological damages. This is the total sum of guarantees of
environmental contracts that were withdrawn due to legal
grounds or terminated in a standard manner in compliance
with the Directive of FNM CR and the Ministry of
Environment no. 1/2001 and as based on a previous
agreement between FNM CR, the Ministry of Environment
and the Czech Environmental Inspection, i.e. a total of 21
environmental contracts with an overall guarantee
amounting to 3.818 billion CZK, with factual savings of
locked-up financial resources in the amount of 3.564 billion
CZK. A component part of the long-term process of reducing
FNM CR aggregate guarantees also incorporated reducing
the guarantee by means of an agreement between FNM CR
and the transferee in the form of an addendum to the
environmental contract as based on a previous approval by
the Ministry of Environment, in particular after completing
the first implementation stage: risk analysis up-dating. The
aforesaid procedure will consequently gain importance in
the years to come in connection with the continuation of
redevelopment work with individual transferees.

It may be said that the overall increase in guarantees in 2002
subject to the pertinent government decrees (1.064 billion
CZK) was covered as based on the aforementioned enhanced
effectiveness of the whole process, by significant savings
(3.564 billion CZK).

FNM CR was in 2002 under an obligation stipulated by the
Czech Government Decrees no. 272/2002, no. 551/2002 and
592/2002 to remove ecological damages arisen from activities
of coal mining companies in the regions of Usti nad Labem,
Karlovy Vary and Pardubice and the Moravian-Silesian
region, and to revitalize the area concerned at a maximum
of 35.054 billion CZK. In 2002 the whole process was initiated
in compliance with the aforementioned government decrees
connected with the removal of ecological damages to these
areas; the amount of contracted commissions for these
purposes amounted to 67.88 million CZK as of 31 December,
2002.In 2003 FNM CR plans to spend a total of 2 billion CZK



from its balance to reach the aforementioned target. FNM CR may proceed with the already
initiated work by means of reclamation and revitalization without delay when the amendment
to the Act no. 171/1991 Coll. comes into force concerning the authority of the Czech Republic
bodies regarding transfers of state assets to other persons and concerning the National Property
Fund of the Czech Republic, as amended.

In order to select suppliers of the aforementioned projects, the Government of the Czech
Republic has set up interdepartamental committees and committees on assessment and
evaluation of presented offers of jobs aimed at removing the damages in relation to the bid
price of the subject matter. FNM CR ensures, in compliance with Act no. 199/1994 Coll., on
procurement of public orders as amended, the execution of the whole process. It includes
preparation of documentation of tender and bidding requirements for individual precautionary
projects approved by the interdepartamental committee for implementation. Consequently
the Fund organizes sessions of the commissions until the final conclusion of contracts for
work with the contractors, aimed at satisfying the needs of the areas concerned. Providing
supervising activities of the work in progress constitutes an integral part of the overall process.

Figure 4

The amount of settlement by FNM CR for liquidation of ecological burdens

from the beginning of privatization to the end of 2002
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_____DEALING WITH RESTITUTION CLAINS

In 2002 FNM CR continued in the settlement of restitution
claims by entitled persons in compliance with Act no. 87/1991
Coll., on extra-judicial rehabilitations and Act no. 229/1991
Coll., on adjustment of proprietary relations to land and other
agricultural assets. Restitution claims were solved by issuing
promissory sight bills, whose validity always started four
months after the date of issuance.

As based on instructions by statutory entities, which are the
Ministry of Finance, Ministry of Agriculture and the Land
Fund of the Czech Republic, FNM CR issued in 2002 a total
of 2 990 bills amounting to 553 970 423 CZK.

From 22 June, 1999 to 31 December, 2002 FNM CR issued
17 403 bills of a total value of

3076609 726 CZK.

______FNMCR CONTROLLING ACTIVITIES |

24

As based on complaints, submissions (both subscribed and
anonymous), requirements of state bodies and requirements
of members of the FNM CR Executive Committee, the
controlling and consolidation department of FNM CR has
carried out 81 checks concerning the observance of law on
terms of transferring state assets to other persons and the
law on the jurisdiction of the Czech Republic bodies
regarding the transfer of state assets to other persons and on
FNM CR and further incidental regulations and decrees of
the Government of the Czech Republic.

At the request of the bodies acting in criminal proceedings,
the controlling and consolidation department drew up 45
working papers. Moreover, the department provided
consultations for these bodies.

The controlling and consolidation department guaranteed
cooperation of FNM CR employees with the control group of
the Supreme Board of Control when checking FNM CR
management of claims, and further processing of complaints
and appeals related to the findings of the Supreme Board of
Control.

The controlling and consolidation department also carried
out continuous check-ups of the treatment of contributions
of the Endowment Investment Fund, which FNM CR,
as based on contracts entered into in compliance with
the decrees of the Chamber of Deputies of the Parliament of
the Czech Republic no. 413/1999 and no. 1946/2001 and
Czech Government Decree no. 1025/2001, provided to 74
foundations and endowment funds in the first and second
stages.
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FNM CR in 2002 was not subject to Act no. 106/1999 on free access to information.



State of Implementing Privatization
Projects as of 31 December, 2002
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[ Steel lattice tower for external power lines — Vitkovice Steel, a. s.



During 2002, FNM CR was given 112 privatization projects by the Ministry of Finance to be
implemented, containing 164 privatization units of a total accounting value of 1 517.73 million
CZK. During that year FNM CR implemented 120 privatization projects with 182 privatization
units with an accounting value (according to privatization projects) of 1 749.72 million CZK.

Figure 5

Privatization units committed for privatization according to the type of transformation

from the beginning of privatization to the end of 2002

41 %

9%
° 32%

7 %

(o)
2% 99%
M 7 % Public auctions 9 % Public tenders M 41 % Direct sales
B 32 % Transfer without 9 % Transfer from M 2 % Transfer from
consideration, restitutions, state-owned enferprise joint-stock company

restitutions with documents to joint-stock company to joint-stock company

Since the beginning of privatization (since 1991) FNM CR has taken over a total of 6 732
privatization projects from the Ministry of Finance with 16 558 privatization units. Privatization
was completed in 16 313 privatization units. As a whole, privatization was completed in 6 560
privatization projects, i.e. a total of 97.44% of the taken over privatization projects was
implemented. As of 31 December, 2002, 182 projects with 245 privatization units remain in
process.

Figure 6

Face value of the assets handed over for privatization

according to the type of transformation by the end of 2002 (in %)

59.1 %

7.4%

7.1 %
3.4 % 221 %
°0.9% °
B 0.9 % Public auctions M 3.4 % Public tenders M 7.1 % Direct sales
7.4 % Transfer without M 59.1 % Transfer from M 22.1 % Transfer from
consideration, restitutions, state-owned enferprise joint-stock company

restitutions with documents to joint-stock company to joint-stock company
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A detailed history of privatization including data on used transformation methods is shown in Table 5:

IMPLEMENTATION OF PRIVATIZATION PROJECTS
AND THE USE OF TRANSFORMATION METHODS

Table 5a

I. State of implementation of privatization projects

28

From the beginning of privatization to 31 Dec., 2002 Out of which in 2002
Projects | Transferred Assets Completed Assets Transferred  Assets  Completed  Assets
(no. of (tfhousand (no. of (thousand (no. of (thousand (no.of  (thousand
projects) CZK) projects) CZK) projects) CZK) projects) CZK)
6732 983 126 288 6560 979603463 112 1517 737 120 1749718
Table 5b
II. State of implementation of individual transformation methods
1. Sale of assets and restitutions
From the beginning of privatization to 31 Dec., 2002 Out of which in 2002
Type of Transferred  Assets  Completed  Assets Transferred Assets Completed Assets
trans- (no. of (tfhousand (no.of  (thousand (no.of  (thousand  (no.of  (thousand
formation projects) CZK) projects) CZK) projects) CZK) projects) CZK)
Public
ARG 1210 8495 341 1200 8434676 0 0 1 10
foogte 1400 34058712 1358 33305634 23 227491 32 516248
SD(;rIZC‘ 6801 69613278 6654 67833081| 125 1099770 130 963 731
Sh.transfer w/o
consider., rest. 5274 72713468 5229 71835872 15 187 698 18 266 951
w doc., restit.
Total 14685 184880799 14441 181409263 163 1514 959 181 1746 940
2. Establishment of joint-stock companies and take-over of ownership interests
From the beginning of privatization to 31 Dec., 2002 Out of which in 2002
Type of Transferred  Assets  Completed  Assets Transferred Assets Completed Assets
trans- (no. of (tfhousand (no.of  (thousand (no.of  (thousand  (no.of  (thousand
formation projects) CZK) projects) CZK) projects) CZK) projects) CZK)
Transfer
of s.p. 1552 580728550 1551 580677261 1 27178 1 2778
foa.s.
Transfer
froma.s. 321 217516939 321 217516939 0 0 0 0
foa.s.
Total 1873 798245489 1872 798194200 1 2778 1 2778
rotst 16558 083126288 16313 979603463| 164 1517737 182 1749718

Explanatory notes: s. p. = state-owned enterprise
a. s. = joint-stock company




Note:

A commissioned project is a project for which the Government of the Czech Republic or the
Ministry of Finance has issued a resolution on privatization, and FNM CR has taken it over
for implementation.

Acompletedprivatization project from the point of view of FNM CR is a project in compliance
withwhich a purchase contract has been enteredinto or an agreement on parting with chattel
or a contract on transfer of assets or shares without consideration has been concluded, or in
compliance with which an auction has been terminated. In those cases where, as based on a
privatization project, or rather a privatization unit, a new joint-stock company is established,
the establishment of a joint-stock company is assumed to be the completion of the project
(only for the purposes of this table).

Inprivatization projects on privatization of previously established state joint-stock companies
(for the purposes of this table), the project is considered complete by the assumption of the
state ownership interest from the founder.

The value of assets given in this table has been taken from updated privatization projects and
thus does not comply with the actual value of the privatized assets, which is subsequently
ascertained from final accounts of the privatized entities. The values of these assets as of the
date of their transfer to FNM CR are given in the third section of this Annual Report (Report
on Financial Management of FNM CR).

Figure 7

Type of share privatization from the beginning of privatization to the end of 2002

(in % of face value)
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Table 6

Overview of privatization of joint-stock companies at the end of 2002

thousand CZK of the face value

Structure of shares and type of their privatization

as of 31. 12. 2001 as of 31. 12. 2002 2002
SHARES TAKEN OVER BY FNM CR 763 432 707 752675042 -10757 665
PRIVATIZATION OF SHARES 574 084 883 615082 326 41001 184
Total shares for sale 132874 519 172114163 39 239 644
out of which: Open bid 27 343 252 26074 293 -1 268 959
Direct sale fo foreign or domestic applicanfs 76943 703 117 315087 40371 384
Employee shares 2228572 2238244 9672
Public tenders 26 358 992 26 486 539 127 547
Total shares for transfer without consideration 441 210 364 442 968 163 1761 540
out of which: Coupons 341873 387 341873 387 0
Share fransfer without consideration 55 666 521 55 935 895 269 374
Shares for RIF 19827 733 19827 733 0
Resfitutions 1841 389 1837648
Transfer fo NIF a. s., implemented by open bid 1784 294 1772884 -11410
Agricultural and silvicultural guarantee
relief fund, others 20217 040 21720616 15603 576
Out of which decrease in the registered capital —7974 343 -7974 343 0
RIF a. s. shares 9590 001 9590 001 0

Fl 5

TRy

NIF = Endowment Investment Fund ® RIF = Restitution Investment Fund
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[0 Marian Bridge in Usti nad Labem built by Vitkovice, a. s.
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1.1 LARGE-SCALE PRIVATIZATION

Overview of monetary receipts and expenditures as of 31 December, 2002 and from the
beginning of FNM CR existence in CZK

Table 7
Monetary revenues and expenditures as of 31 December, 2002
from the beginning of FNM CR existence

1991-2001 2002 Total

Revenue from the sale | 5 515 199419 125774345003 389286844 512
of assets and shares
Revenue from credit 36410267 000 - 36410267 000
Other revenue 34 461 523811 3143840017 37 605 363 828
Total revenue 334384290230 128918185110 463302475 340
Total expenditures 308709201733 120058673443 428767875176
CLOSING BALANCE 25 675 088 497 34 534 600 164

The balance of financial resources from large-scale privatization as of 1 January, 2002 was
25 675 088 497 CZK. In 2002 the total revenue was 128 918 185 110 CZK, out of which the
revenue from the sale of assets and shares amounted to 125 774 345 093 CZK. After the
deduction of 2002 expenses (120 058 673 443 CZK), FNM CR shows a closing balance of financial
resources from large-scale privatization as of 31 December, 2002 of 34 534 600 164 CZK.

Revenues from the sale of assets and shares in 2002 and from the beginning of FNM CR

existence according to individual types of transformation — CZK

Table 8

Revenues from the sale of assets and shares in 2002
and from the beginning of FNM CR existence

1991-2001 2002 Total
AL 7076910683 464551 7076446132
(sale of assets)
AL 20628 800 108 265044393 20893 844 501
(sale of assets)
Direct sale of assefs | 50 153 247 474 734588094 50887 835 568
Sale of shares 185653541 154 124775177157 310428718311
TOTAL 263512499419 125774345003 389 286 844 512

FNM CR sold its assets and shares in 2002 at 125 774 345 093 CZK, which makes a total of

389 286 844 512 CZK from the beginning of FNM CR existence.
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Overview of acquired financial resources from the beginning of FNM CR existence according
to individual types of transformation; domestic and foreign — CZK

Table 9

Resources acquired from the beginning of FNM CR existence
according to their origin

Sale of shares

58 844 649 180

Type of transformation Sale DOMESTIC Sale FOREIGN
ATICSEEI) 6987 946 132 88 500 000
(sale of assets)

ATILEIETES 20 858 844 501 35000 000
(sale of assets)

Direct sale of assets 45 638 522 926 5219312642

251614069 131

TOTAL

132 329 962 739

256 956 881 773

FNM CR acquired by foreign sales of its assets and shares a total of 256 956 881 773 CZK, i.e.

66.01 % of the revenues from privatization of assets and shares.

Table 10

Other revenues from the beginning of FNM CR existence

Dividends 16770493671 1856840528 17627 334 199
Zﬁfg;ﬁ:ﬁ:izupons 8 765 495 169 - 8 765 495 169
Interest 6171037090 1127588975 7298 626 065
Miscellaneous 3754 497 881 150410514 3913908 395
TOTAL 34461523811 3143840017 37605 363 828

O Sunrise over Nova hut, a. s.




Table 11

FNM CR expenditures

1991-2001 2002 Total

Payment in compliance with the State Budget Act 38 539 000 000 - 38 539 000 000
Ao e s RLTE e el e 22000000000 23800000000 45800 000 000
Infrastructure
Ceska inkasni, s. 1. 0. 38 563 754 349 2750000000 41313754349
Monetary deposit - subscription of shares,

purchase of shares 37429203811 3510129967 40939333778
Installments on credit 14200000000 22210267000 36410267000
Sl DL iy S, 11367462764 20600000000 31967 462 764
pension and health insurance
Allocations to Stafe Fund for Housing Development 9560000000 17440000000 27000000000
SeUTi b0yt - 22 200 000 000 - 22 200 000 000

discharge from debfs of companies

Prayiaer Pl keo ity Telsllies 12053930077 3228464500 15282394 577

— ecological liabilities
— other liabilities acc. fo privatization projects 2 506 776 620 ~12092 028 2 494 684 592
and Gov. Decrees

CKA stabilization program of the banking 8646296784 8893058215 17539354 999
sector (Ceska finangni)

Payment of short bonds B

"Consolidation of CKA reserve fund" 5ot e et
Securities payment B

"Consolidation of CKA reserve fund" U2rEeyesy U9LIrEeeey
CKA restructuring of KB, a. s., assets

(KONPO, s.1.0) 9571421 567 4863615564 14435037 131
Difference in rafes due to conversion
from EUR fo CZK -7 348972 7824419412 7817070440
CKA restructuring of CS, a. s. assets 6981617978 1648 300 787 8629918 765
Securities payment of "bank recapitalization" 7 800 000 000 - 7 800 000 000
Interest on bonds 7537915 464 - 7537915 464

Payment of agricultural company liabilities
acc. fo Gov. Decree

Transfer of finances to FNM CR account in trust
Securities payment of "CKA capifal consolidation"

Settlement of restitution compensations,
FNM CR bills

Inferest on credits

Subsidies for management of remanent
state-owned enterprises

Transfer of resources from NIF share sales
fo foundations

Subsidies to Land Fund budget

Difference in rafes due to revaluation of privatization

account in foreign currency
Miscellaneous

7051 000000

2980847058
3 000 000 000

2317176 468

1492 856 288
1768 136 002

783 796 000

1130094 286

974 229 491

7261 035 698

1159163 391

568 111 396

833 633 304
27 263 553

825425771

-1330004 772

1218917 383

7051 000000

4140010449
3 000 000 000

2 885 287 864

2 326 489 592
1795 399 555

1609221771

1130094 286

-356 775 281

8479953 081

TOTAL

308 709 201 733 120 058 673 443

428 767 875 176

CKA = Czech Consolidating Agency ® NIF = Endowment Investment Fund ® KB, a.s. = Commercial Bank, joint-stock company
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1.2 SMALL-SCALE PRIVATIZATION

Overview of monetary revenues and expenditures of a "separate account" from small-scale

privatization - CZK

Table 12
Revenues and expenditures of a "separate account" from small-scale
privatization

1991-2001 2002 Total

Revenues from small-scale
privatization 33979092 739 130233241 34109325980
(incl. other revenues)
Interest 15 038 565 643 171198586 15209764 229
Supplemental interest charges -194 972 063 879 630 —194 092 433
Total revenue 48 822 686 319 302311457 49124997776
Costs for district privatization
ST 266 416 998 - 266 416 998
Restitutions 1943961 457 3401 381 1947 362 838
Costs for liquidation
of state-owned enterprises 2776882102 805000 2777687102
Subsidies to preferential
loans in health service 521 583 873 31564 182 553 148 055
privatization
State Fund for the Environment | 6 100 000 000 - 6 100 000 000
Ministry of Education 3000 000 000 - 3 000 000 000
Flood damage repair 9000 000 000 - 9 000 000 000
Easements 13 814 000 000 - 13 814 000 000
Water Act and Act on Water
Supply and Sewage - 2000000000 2000000000
Companies
Road construction

for ice-hockey arena

1 000 000 000

1 000 000 000

Other expenditures 1248 908 530 21563471 1251062 001
Term deposit loss

in Podnikatelskd banka 96 040 000 - 96 040 000
Total expenditures 38767792960 3037924034 41805716994
Unreturned term deposits

o 2 704 000 000 -32358656 2671641344
CLOSING BALANCE 7 350 893 359 - 4647 639 438

TN
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The accounting value of FNM CR assets as of 31 December, 2002 was 186 791 153 thousand
CZK, out of which the accounting value of the assets subject to FNM CR trusteeship was 10
572 850 thousand CZK (Federal Fund of National Property and a separate account of the
Ministry for the Management of National Property and Its Privatization - "small-scale
privatization").

For a more detailed assessment of the accounting value of the assets, it is necessary to take
into account two risk items in FNM CR assets (shares and claims), which are kept correctly in
the accounting records of FNM CR (at face value), but their actual value expressed in a market
evaluation considerably differs from the face value. The face value of shares of "non-strategic"
joint-stock companies as of 31 December, 2002 was approx. 10.7 billion CZK higher in
comparison to the market evaluation of these shares.

It is very difficult to determine the market value of shares in strategic companies, but their
sale above face value can be presumed. Total claims of FNM CR were approx. 12.864 billion
CZK as of 31 December, 2002, out of which 7.122 billion CZK were claims resulting from
contracts, claims for non-transferred shares of joint-stock companies and ownership interest
amounted to 2.505 billion CZK and other claims reached 3.237 billion CZK. The result of the
market evaluation taking into account the difficulty of recovering claims shows a presumptive
loss compared to their nominal value of approx. 10.7 billion CZK.

STRUCTURE OF FNM CR ASSETS AS OF 31 DECEMBER, 2002 (thousand CZK)
Table 15

Structure of FNM CR assets as of 31 December, 2002 (thousand CZK)

MSNMP * separate Federal Fund of FNM CR
FNM CR acc., small-scale  National Property Total
privatization

Securities 137980517 - 285 103 138 265 620
Financial resources 34 552 789 4647 639 2216273 41416 701
Valuables 22 - - 22
Claims 6934 282 - 187 897 7122179
Claims for non-transferred

shares of joint-stock companies 2 - a 2aBaEn
Other claims 3235 3233 545 - 3236780
ma"n:'g: I(:?lg'::::sf:irp“ purposes S i a a S
Non-privatized assets 77 326 = = 77 326
FNM CR assets under lease 133 822 - - 133 822
TOTAL assets 182 593 635 7 881 184 2 689 273 193 164 092

MSNMP * separate  Federal Fund of FNM GR
FNM CR acc., small-scale National Property Total
privatization

Issued unpaid securities - - - -
Liabilities 6375332 -7178 4785 6372939
Credit - - — -
TOTAL liabilities 6 372939 -7178 4785 6 372 939
(hesors. Labilitesy o 176218303 7888362 2684488 186791153

* MSNMP = Ministry for Management of National Property and Its Privatization
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Redevelopment of old ecological damages arisen before privatization in the 4th quarter of 2002 and generally from 1991

to 31 December, 2002

Table 17

Redevelopment of old ecological damages

State of contractual guarantees for the removal 4th quarter Total
of old ecological damages 2002 from 1991
to 31 Dec., 2002
Contractual guarantees approved Number 1 264
by the Government guarantees (mil. CZK) 9.25 142705.73 )
Concluded environmental contracts and Number 2 267
liabilities resulting from purchase contracts guarantees (mil. CZK) 286.83 142 692.15 *)
Out of which: Withdrawn environmental Number 0 )
contracts guarantees (mil. CZK) 0 2173.46
Terminated environmental Number 7 16
contracts
Unused guarantees
_ savings (mil. CZK) 1053.60 1390.37
guarantees (mil. CZK) 1129.02 1645.46
Current state of guarantees Number - 246
and contractual obligations guarantees (mil. CZK) _ 138 873.23
Payment from FNM CR resources For supervision 21.51 418.63
(mil. CZK)
REENo 830.48 14914.70
and other work
Total 851.99 15333.33

*) —as a minimum, to be specified during implementation

Table 17 characterizes the state of approved contractual
guarantees and drawing of financial resources for ecological
purposes in the 4th quarter of 2002 and generally from 1991
to 31 December, 2002.

From 1 October, 2002 to 31 December, 2002 the Government
of the Czech Republic did not approve FNM CR contractual
guarantees. Total FNM CR guarantees from 1991 to 31

December, 2002 approved by the Czech Government
amounted to 142 705.73 million CZK.

Total FNM CR expenditures for redevelopment of old
ecological damages arisen before privatization from 1991 to
31 December, 2002 reached approx. 15 333.33 million CZK,
out of which approx. 851.99 mil. CZK was used for the
settlement of these damages from FNM CR resources in the
fourth quarter of 2002.

FNM CR guarantees for the removal of old ecological damages and for countryside revitalization (Table 18).

On 16 January, 2002 the Government of the Czech Republic
adopted Decree no. 50 to the report on economic situation
of the Usti nad Labem region (amended by Decree no. 189 of
20 February, 2002), on 27 February, 2002 adopted Decree no.
198 to the report on the economic and social situation of the
Karlovy Vary region, on 18 March, 2002 Decree no. 272 to
the proposal for drawing of financial resources to deal with
ecological damages arisen before privatization of lignite
mining companies in the Usti nad Labem and Karlovy Vary
regions, on 29 May, 2002 Decree no. 551 on dealing with

topical problems of the Pardubice region and on 12 June,
2002 Decree no. 592 on proposals of priority projects for
revitalizing the Moravian-Silesian region.

In these Decrees the Government of the Czech Republic
approved guarantees of FNM CR resources for the removal
of old ecological damages and for countryside revitalization
in the Pardubice, Usti nad Labem, Karlovy Vary and
Moravian-Silesian regions in a total amount of 35.054 billion
CZK (see Table 18).



Table 18

FNM CR guarantees for the removal of old ecological damages
and countryside revitalization

Region 4t quarter  Total
2002
Guarantees approved Guarantees
Usti nad Labem by the Government (mil. CZK) 19089 19000
and Karlovy Vary | procyred public orders ~ Number 3 3
?rrr?i?r%ZK) 11.88  11.88
Payment made from Payment 3 3
FNM CR resources (mil. CZK)
Guarantees approved Guarantees
Moravian-Silesian | by the Government (mil. CZK) 20000 20000
Procured public orders Number 1 1
orders
(mil. CZK) == ==
Payment made from Payment : 3
FNM CR resources (mil. CZK)
Guarantees approved Guarantees 54 54
Pardubice by the Government (mil. CZK)
Procured public orders Number - -
orders _ _
(mil. CZK)
Payment made from Payment : 3
FNM CR resources (mil. CZK)

O Transgas, a. s. —natural gas underground reservoir in Haje - Piibram
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