














Genuine values are conveyed from generation to generation.

This is also true for stamp collections, which often contain

rare specimens. Every year we issue new stamps; they
often preserve historical events in the smallest and most
attractive form.







PRICEAVATERHOUSE(COPERS

PricewaterhouseCoopers Audit, s.r.o.
Katefinska 40/466

120 00 Praha?2

Ceska republika

Telefon +420 251151111

Fax +420 251156 1M1

We have audited the accompanying financial statements of Ceska posta, s.p. (“the Company”), which comprise the
balance sheet as at 31 December 2007, the income statement, statement of changes in equity and cash flow statement
for the year then ended and notes, including a summary of significant accounting policies (“the financial statements”).
Details of the Company are disclosed in note 1to these financial statements.

The General Director is responsible for the preparation and fair presentation of the financial statements in accordance
with Czech accounting legislation. Thisresponsibility includes: designing, implementing and maintaining internal control
relevant to the preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit
in accordance with the Act on Auditors of the Czech Republic, International Standards on Auditing and the related
application guidance of the Chamber of Auditors of the Czech Republic. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Company's preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company's internal control. An audit also includes evaluating the appropriateness
of the accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

\We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

In our opinion, the financial statements give a true and fair view of the financial position of the Company as at
31 December 2007, its financial performance and its cash flows for the year then ended in accordance with Czech
accounting legislation.

15 April 2008
PricewaterhouseCoopers Audit, s.r.o.
represented by partner

Petr Sobotnik, Auditor, Licence No. 113

Translation note
This version of our report is a translation from the original, which was prepared in Czech. All possible care has been taken to ensure that the translation is an accurate representation
of the original. However, in all matters of interpretation of information, views or opinions, the original language version of our report takes precedence over this translation.

PricewaterhouseCoopers Audit, s.r.o., registered seat Katefinska 40/466, 120 00 Prague 2, Czech Republic, Identification Number: 40765521, registered with the Commercial Register
kept by the Municipal Court in Prague, Section C, Insert 3637, and in the Register of Audit Companies with the Chamber of Auditors of the Czech Republic under Licence No 021
©2008 PricewaterhouseCoopers Audit, s.r.o. All rights reserved. "PricewaterhouseCoopers" refers to the Czech firm of PricewaterhouseCoopers Audit, s.r.0. or, as the context requires,
the network of member firms of PricewaterhouseCoopers International Limited, each of which is a separate and independent legal entity.
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Full balance sheet, as at 31 December 2007 (in CZK thousand)

ASSETS

1,106,302 (930,754) 175,548 210,878
Royalties 840 (418) 422 576
Other intangible fixed assets 110,372 (104,732) 5,640 100,866
X Intangible assets in the course of construction 36,652 - 36,652 6,924
B I Tangibleficedassets 17120448 (8529639) 8,590,809 8,779,418
B. . 1. Land 751,999 (2,029) 749,970 748,508
__2__ Constructions 8,951,450 (3,152,658) 5,798,792 5,108,770
_3__ Equipment 6,857,135 (5,331,596) 1,525,539 1,409,911
__4__ Other tangible fixed assets 3,707 - 3,707 3,707
- 5_ o Tangible assets in the course of construction 551,106 (43,356) 507,750 1,483,348
o 6_ o Advances paid for tangible fixed assets 5,051 5,051 25,174
B WL Longterminvestments 57563 _ . wes 178%
B. M. 1. Investments in controlled entities/subsidiaries 17,746 17,746 17,746
- 2_ o Other long-term investments in securities 39,797 (39,717) 80 80

I 1. Raw materials 162,452 (15,365) 147,087 131,319
2. Goods for resale 64,973 (627) 64,346 52,022
I 1. Trade receivables
2. Advances paid 1,320 = 1,320 1,914
3. Other receivables 8,164 - 8,164 5,481

cC. nu. 1. Trade receivables 1,075,461 (41,157) 1,034,304 1,066,711
- 1_ a_ out of which: entrusted resources 284,422 - 284,422 448,552
- 2_ o Intragroup receivables 88 = 88 229
- 3_ o Taxes and state subsidies receivable 33,583 - 33,583 -
__4__ Advances paid 197,186 - 197,186 124,189
- 5_ o Anticipated assets 445,776 - 445,776 364,348
- 6_ o Other receivables 248,463 (38,806) 209,657 254,553

cC. Iv. 1 Cash in hand 4,876,201 - 4,876,201 4,916,823
- 1_ a_ out of which: entrusted resources 4,752,504 - 4,752,504 4,893,387
2. Cashatbank 4,613,358 - 4613358 5,088,361
- 2_ a_ out of which: entrusted resources 3,151,497 - 3,151,497 3,502,856
- 3_ o Short-term investments 1,812,959 1,812,959 1,171,146
oL Acnalsanddeferals 116510 _  uesi 117350

D. L 1_ o Prepaid expenses 40,249 40,249 44,116

2. Accrued revenue 76,261 - 76,261 73,234




LIABILITIES AND EQUITY 31 December 2007 | 31 December 2006

Share capital 3,587,928 3,587,928

Changes in registered capital not yet registered

Other capital contributions 5,029,848 4,721,829
. 1. Statutory reserve fund, non-distributable reserves 358,170 358,170
Statutory and other reserves 34,870 19,637
Retained profits 20,000 237,712

Other provisions 314,891 448,667
B. 1. Advances received 1,374
Deferred tax liability 258,234 216,590

. Trade payables 8,625,579 9,550,919
- 1_ a_ out of which: entrusted resources 8,158,306 8,816,677
__2__ Intragroup liabilities 5,923 2,813
__3__ Liabilities to employees 596,961 587,373
__4__ Liabilities for social security and health insurance 313,855 299,901
- 5_ o Taxes and state subsidies payable 88,134 97,296
- 6_ o Advances received 27,771 1,703
- T "~ Anticipated liabilities 1,115,820 902,040
s Other payables 134,688 155,307
BN - ~ BankloansGoverdrafts 304134 531919
B N, o outofwhichentrustedresowces sz 2wus

B. Iv. 1. Long-term bank loans 176,962 415,611
- 2_ o Short-term bank loans and overdrafts 127,172 116,308
. out of which: entrusted resources 30,117 28,118

Accrualsanddeferrals  o1sss 443128
- - - - Accruals 165,002 63,169

2. Deferred revenue 753,823 379,959
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Profit and loss account, year ended 31 December 2007, (in CZK thousand)

DESCRIPTION Accounting period
2007|2006 ]

Sales of goods 463,834 428,661

T__ Cost of goods sold 348,305 322,601

o + o Gross profit 115,529 106,060

o Il o Sales of production 16,967,386 16,774,179

o II_ 1_ Sales of own products and services 16,947,419 16,757,654

__2_ Own work capitalised 19,967 16,525

T__ Cost of sales 3,874,566 3,975,621

T S 1_ Raw materials and consumables 1,344,052 1,389,371

2 Services 2,530,514 2,586,250

Addedvalee 13208349 12904618

- - - Staff costs 11,248,488 10,781,441

T - 1_ Wages and salaries 8,071,318 7,749,625

__2_ Emoluments of board members 3,348 1,942

__3_ Social security and health insurance costs 2,848,366 2,711,438

__4_ Other social costs 325,456 318,436

§ D___ Taxes and charges 55,368 31,553
: E_ - Depreciation and amortisation of fixed assets 778,267 790,481
§ :E: Sale of fixed assets and raw materials 18,621 152,791
o . 1.  Saleof fixed assets 17,694 150,787
E' __2_ Sale of raw materials 927 2,004
E z : : Net book value of fixed assets and raw materials sold 5,329 47,467
< F. 1. Net book value of fixed assets sold 4,628 46,017
- 2_ Net book value of raw materials sold 701 1,450

G_. - Change in operating reserves and provisions (125,848) 401,805

_T_ Other operating income 196,621 173,324

I Other operating expenses 756,036 895,413
Operatingresult 705951 282573

- - - Income from sales of securities and shares 373,488 808,682

]._ - Securities and shares sold 371,146 804,650

o W o Income from long-term investments 575 431

_Wl_ Income from investments in controlled entities/subsidiaries 575 431

W o Income from short-term investments 33,042 14,076

T o Gain on revaluation of securities and derivatives = 8,222

_X__ Interest income 93,325 70,884

T__ Interest expense 25,509 6,246

_T_ Other financial income 39,830 34,258

T__ Other financial expense 55,026 46,250

I Financial result 88,579 79,407

0_. o Tax on profit or loss on ordinary activities 141,991 83,647

O_. - 1_ - current 100,347 138,084

2. -deferred 41,644 (54,437)

Profiton ordinary activities aftertaxation _ BRIt

-5- Extraordinary income 3,758

Extraordinary charges - 34,572

Tax on extraordinary profit or loss - (83)

1. -current - (83)
* Loss on extraordinary items after taxation (30,731)

R
s
S
e Nepomtoremnspeos  eass e
" Pofitbeforetaation 7350 331166




gentificain | 2007] 2006 |

Cash and cash equivalents at the beginning of the year 11,176,330 6,647,904
P. out of which: entrusted resources 8,396,243 4,049,389
Z. Net profit from ordinary activities before tax 794,530 361,980
A.l Adjustments for non-cash movements: 577,358 1,045,148
All Depreciation and amortisation of fixed assets 784,663 813,182
A.1l.2 Change in provisions (125,848) 401,805
A.l3 Loss from disposal of fixed assets (13,066) (104,770)
A.l.4 Dividend income (575) (431)
A.1.5 Net interest income (67,816) (64,638)
Net cash flows from ordinary activities before tax, changes in working capital
AX and extraordinary items 1,371,888 1,407,128
A.2 Working capital changes: 59,204 4,311,386
A.2 out of which: entrusted resources (492,242) 4,346,854
A2.1 Change in receivables and prepayments (42,223) 113,981
A.2.1 out of which: entrusted resources 164,130 178,063
A.2.2 Change in short-term payables and accruals 140,894 4,205,170
A.2.2 out of which: entrusted resources (656,372) 4,168,791 E
A.2.3 Change in inventories (39,467) (7,765) ;
AX* Net cash flows from ordinary activities before tax and extraordinary items 1,431,092 5,718,514 E
<
AF* out of which: entrusted resources (492,242) 4,346,854 b
A3 Interest paid (24,641) (6,246) 2
A4 Interest received 93,131 70,884 ;
<
A5 Income tax on ordinary activities and additional taxes for previous periods paid (148,420) (99,190) -
A.6 Cash movements relating to extraordinary loss - (30,731) =
A7 Dividends received 575 431
A *x* Net cash flow from ordinary activities 1,351,737 5,653,662
A *xx out of which: entrusted resources (492,242) 4,346,854
B.1 Acquisition of fixed assets (871,199) (1,589,323)
B.2 Proceeds from sale of fixed assets 18,870 149,526
Bx** Net cash flow from investing activities (852,329) (1,439,797)
c1 Change in long-term and short-term liabilities (231,158) 461,344
C.2 Changes in equity: (142,062) (146,783)
C.2.5 Cash contributions to funds (142,062) (146,783)
Cx** Net cash flow from financing activities (373,220) 314,561
F. Net increase in cash and cash equivalents 126,188 4,528,426
F. out of which: entrusted resources (492,242) 4,346,854
R. Cash and cash equivalents at the end of the year 11,302,518 11,176,330
R. out of which: entrusted resources 7,904,001 8,396,243
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Ceska posta, s.p. (hereinafter referred to as the “Company” or “Ceska posta”) is a state-owned enterprise. It is a legal
entity conducting its business activities using the Czech government's assets in its own name and on its own account.
The founder of the Company is the government. The Company was established on 1)anuary 1993 and the founder was
then represented by the Ministry of Transportation and Communications of the Czech Republic. As of 31 December
2007, the Company's registered office is in Prague 3, Olsanska 38/9, the Czech Republic. On 1 January 2008, the
Company’s registered office as registered in the Commercial Register was changed to Prague 1, Politickych véziu
909/4. The Company is incorporated in the Commercial Register maintained by the Municipal Court in Prague, Section
A, Insert 7565, under the identification number 47114983. The Company is a business pursuant to Act no. 77/1997 Coll.,
on a state-owned enterprise, as amended.

As at 31 December 2006, the functions of the founder were performed by the Ministry of Informatics of the Czech
Republic. Under a special law, all regulatory authorities regarding postal services were transferred from the Ministry
of Informatics of the Czech Republic to the Czech Telecommunication Office (“CTQ").

0On 1June 2007, the Ministry of Informatics was dissolved by the Act which also transferred its authorities regarding
postal services to the Ministry of the Trade and Industry and the functions of the founder to the Ministry of Interior
Affairs. The change of the founder was registered into the Commercial Register on 15 November 2007.

The main activities of the Company include:

a) Performance of postal operations in the territory of the Czech Republic within the following scope:

m posting, transport and delivery of mail, including electronic mail, and operation of the postal system and
system of payments within the internal postal system:;

m posting, transport and delivery of mail, including electronic mail, and provision of cash services according
to international agreements within the international postal system;

m express and courier mail transport with guaranteed delivery times including international postal services;
b) construction, operation and development of a standard unified postal network in the Czech Republic and
the related activities including servicing and maintenance for domestic and foreign equipment essential or

related to postal operations;

c) development, import and export of technical and operating resources of the Czech Post.



As at 31 December 2007, the Company was divided into a headquarters and 7 regional branches (“odstepny zavod”,
or ‘0.z in Czech):

m Headquarters (Ol3anska 38/9, Prague 3)

m Regional Branch Central Bohemia (0. z. Stfedni Cechy, Politickych vézia 909/4, Prague 1)

m Regional Branch South Bohemia (0. z. Jizni Cechy, Senovazné namésti 240, Ceské Budéjovice)

m Regional Branch West Bohemia (0. z. Zapadni Cechy, Solni 260, Plzef)

m Regional Branch North Bohemia (0. z. Severni Cechy, Berni 2119, Usti nad Labem)

m Regional Branch East Bohemia (0. z. Vychodni Cechy, Na Hradku 105, Pardubice)

m Regional Branch South Moravia (0. z. Jizni Morava, Orli 655, Brno)

m Regional Branch North Moravia (0. z. Severni Morava, Potovni 1368, Ostrava)
During 2007, the organizational structure of the Company changed significantly in order to make the management
system mare efficient and to implement the necessary changes that will enable implementation of line management
and centralisation of service activities.
Inits Resolution No. 836 dated 18 July 2007, the Czech government delegated the Minister of Interior Affairs to submit
to the Minister of Finance by 31 December 2008 a privatisation project regarding transformation of the Company'’s

assets into a joint-stock company wholly owned by the Ministry of Finance on a temporary basis.

On its 76th meeting dated 30 October 2007, the Supervisory Board of the Company discussed and approved the time
schedule of the Company transformation into a joint-stock company.

During 2007, the Company's strategy up to the year 2012 was developed and approved.

The bodies of the Company are the Director General and the Supervisory Board. The Director General is the Company's
statutory body and he also appoints his deputies who fully represent him when he is absent.

The top management of the Company, i.e., the Director General and his deputies, as at 31 December 2007 are

as follows:

e
management established on | Commercial Register on
JUDr. Karel Kratina Director General 11 June 2004 18 September 2004
Ing. Rastislav Horacek Deputy Director General, Operations 1 April 2007 26 June 2007
Ing. Petr Zatloukal Deputy Director General, Development 20 August 2007 13 September 2007
Ing. Ladislav Musil Deputy Director General, Finance 15 May 2006 13 September 2006
Ing. Michal Vodrazka Deputy Director General, Commerce 16 November 2007 14 March 2008
Ing. Petr Angelis Deputy Director General, International Relations 1 May 1998 13 September 2006

Charged with Managing the Deputy Director Not registered in the
Ing. Ladislav Musil General Section, Human Resources 22 December 2007 Commercial Register
Petr Stiegler Deputy Director General, Public Information 15 October 2007 28 November 2007

Ing. Jan Balak Deputy Director General, Technical Resources 1 November 2006 20 December 2006
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Other changes in the Company’s top management:

Members of the top Registered into the Position Deleted from the
management Position Commercial Register on ceased on | Commercial Register on

Deputy Director General,

Ing. Alois Tesitel Commerce 13 September 2006 15 November 2007 23 February 2008
Deputy Director General,

Ing. Miroslav Spatek Operations 1 February 1995 31 March 2007 26 June 2007
Deputy Director General,

Ing. lva Steinerova Development 20 December 2006 17 August 2007 13 September 2007

Deputy Director General,
Ing. Marek Borusik Human Resources 13 September 2006 4 June 2007 22 August 2007

Deputy Director General,
Mgr. Pavel KolaF Public Information 13 September 2006 12 October 2007 28 November 2007

Deputy Director General,
Ing. Petr Bodlak Human Resources 22 August 2007 22 December 2007 23 February 2008

Other changes and amendments in the Commercial Register occurring in 2007:

m Ing. Rastislav Horacek, Director of the Regional Branch North Bohemia, retired. This change was registered
in the Commercial Register on 26 June 2007.

m Ing. Jaroslav Navratil has become the Director of the Regional Branch South Moravia, replacing Ludovit Gulazsi.
This change was registered in the Commercial Register on 24 October 2007.

m Equity capital has increased from CZK 3,581,699,000 to CZK 3,587,928,482. This change was registered
in the Commercial Register on 15 November 2007.

m Further, it was added that the designated assets of the state within the meaning of Section 2 (5) of Act No. 77/1997
Coll., include buildings used to provide public postal services in towns with a population of more than 50,000
inhabitants, to ensure higher quality of the postal services and having a permanent and important role within
the Company structure; such buildings are specified in Annex 1to the Memorandum of Association. This change
was registered in the Commercial Register on 15 November 2007.

All other changes in the organisational structure of the Company, Company’s management as well as individual
Regional Branches were recorded in the Commercial Register as of 31 December 2007.

Members of the Supervisory Board as at 31 December 2007 were as follows:

Megr. Zdenék Zajicek Chairman

Ing. Blanka VyslouZilova, MBA Vice-chairman
Karel Koukal Vice-chairman
Ing. Vladimir Budinsky, MBA Member

Ing. Jan Dzvonik Member

Mgr. Daniel Rovan Member

Petr Kuzel Member

JUDr. Petr Polak Member

Petr Polak Member

Ing. JiFi Straberger Member
Ivana Musilova Member

Jan Reznik Member




Directors of the Regional Branches as at 31 December 2007:

Ing. JiFi Straberger Central Bohemia
Ing. Frantisek Vondruska South Bohemia
Ing. Karel Kohout West Bohemia
Ing. Rastislav Horacek *) North Bohemia
Ing. Frantisek Bakes East Bohemia
Ing. Jaroslav Navratil South Moravia
Ing. Vaclav Vesely North Moravia

*) ING. RASTISLAV HORACEK HAS BEEN TEMPORARILY NAMED AS THE DIRECTOR OF THE REGIONAL BRANCH NORTH BOHEMIA.

The Company's mission is to execute the functions of a public postal operator involving a duty to provide and operate
basic postal services pursuant to Act No. 29/2000 Coll., on postal services, as amended (hereinafter “Postal Services
Act”). The Company holds a postal license pursuant to Section 19 of the Postal Services Act. The postal license was
granted to the Company by the Czech Telecommunication Office for the period from 1 January 2006 to 31 December
2008. During the fiscal year 2007, no changes of the license conditions occurred. The Company intends to apply
for license renewal during 2008. Currently there are no signs of the Company failing to fulfil requirements of the Postal
service Act.

By granting the postal license, the holder is in the public interest:

a) granted an exclusive license to operate postal services involving delivery of mail with a weight less than 50 g and
at price lower than CZK 18 (hereinafter referred to as the “postal license”);

b) under the obligation to provide basic services; and

c) under the obligation to ensure general availability of the basic services to which the postal license applies,
within the entire territory of the Czech Republic.

Within its regulatory powers, the CTO has set basic quality requirements for the Company concerning, for example,
density of service points, working hours for the public, methods of delivery to recipients, speed of transport, handling
of complaints, etc. These quality requirements are assessed on an annual basis in the Report on the Fulfilment of
Obligations of Ceska posta, s.p. in the Area of Basic Services, issued by the CTO (“CTO Report”). The CTO Report for
the year 2006 published in July 2007 did not identify any material failures in meeting the guality requirements that
might lead to the loss of the postal license. At the same time, the CTO Report identified no material legally executable
financial requirements of the CTO or other entities towards the Company.

The financial statements have been prepared in accardance with Accounting Act No. 563/1991 Coll., and Decree
No. 500/2002 Coll. related to this Act and pursuant to Czech Accounting Standards for businesses applicable for
the year 2007 The financial statements have been prepared under the historical cost convention except as disclosed
below.

The accounting policies that the Company applied in preparing the 2007 financial statements are as follows:

Acquired intangible fixed assets are recorded at cost, which include costs of acquisition and related cost. All research
costs are expensed.
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Intangible fixed assets with a unit cost more than CZK 60 thousand are amortised applying the straight-line method
over their estimated useful lives, according to Company’s amortization schedule which is 4 years.

Intangible fixed assets with a unit cost less than CZK 60 thousand are expensed upon acquisition and carried only in an
off-balance sheet record.

The cost limit for the inclusion of technical appreciation of intangible fixed assets is CZK 40 thousand.

A provision for impairment is established when the carrying value of an asset is greater than its estimated recoverable
amount.

Acquired tangible fixed assets are recorded at acquisition cost, which include costs of acquisition, transportation
costs, customs duties and other related costs. Interest on loans is not included in the acquisition cost of tangible fixed
assets.

Tangible fixed assets acquired free-of-charge are valued at their replacement cost and are recorded with a corresponding
credit to the other capital funds account on the date of acquisition. The replacement cost of these assets is based
on an expert opinion or on market prices of comparable fixed assets in terms of their wear and tear and performance.

A provision for impairment is established when the carrying value of an asset is greater than its estimated recoverable
amount.

If the net book value of a cash-generating unit exceeds its estimated selling price, the net book value of the cash-
-generating unit shall be reduced by a provision to equal the estimated selling price. A cash-generating unit
is the smallest identifiable group of assets that generates cash revenues significantly independent on cash revenues
from other assets or asset group. The Company considers the entire accounting unit a cash-generating unit.

The Company creates provision particularly in the case of projects the implementation of which, if any, is uncertain, or,
in the event of a sale, the estimated selling price - after having taken into account the sale-related costs - has been
determined lower than the net book value of the respective asset.

Government subsidies contributed towards the acquisition of tangible fixed assets as well as revenues generated
on the operation of such assets before they are put in use are deducted from the cost of the related asset.

The costs of technical improvements are capitalized. Ordinary repairs and maintenance expenses are expensed
as incurred.

Tangible fixed assets with a unit cost less than CZK 40 thousand are treated as inventory and are expensed
upon consummation and carried only in an off-balance sheet records.

Tangible fixed assets with a unit cost maore than CZK 40 thousand are depreciated applying the straight-line method
over their estimated useful lives as follows:

Buildings, halls and structures 20-45
Machinery and equipment 4-15
Transport vehicles 6-20
Furniture and fixtures 10-20
Handling equipment 6-20
Computers and related equipment 3

Long-term financial assets consist particularly of equity investments and other long-term securities and shares.



Equity investments in subsidiaries are valued at cost less provision for diminution in value. A subsidiary is an enterprise
that is controlled by the Company, which means that the Company has the power to govern the financial and operating
policies in order to obtain benefits from its activities.

Other long-term securities, other than equity investments, are represented by available-for-sale securities. These
investments are intended to be held for an indefinite period of time, which may be sold in response to liguidity
requirements or changes in interest rates. They are included in non-current assets unless Company management has
the express intention of holding the investment for less than 12 months from the balance sheet date, in which case
they are included in current assets. Company management determines the appropriate classification of investments
at the time of acquisition and the classification is reviewed on a regular basis.

Pursuant to the applicable regulations, the Company determined the fair value of the available-for-sale securities using
the acquisition cost because their market value is not available and valuation by a certified expert’s opinion would not
be effective in respect of the costs. Pravision is created for a diminution in value.

Acquiredinventories are stated at the lower of cost and net realisable value. Cost includes all costs incurred in connection
with acquisition (mainly transport, customs duty, etc.). The weighted average cost is applied for all disposals.

A provision is created for slow-moving and obsolete inventory based on an analysis of turnover and individual evaluation
of inventories at the year-end.

Receivables are stated at the nominal value less a pravision for doubtful amounts. A provision for bad debts is created
on the basis of an aging analysis and individual evaluation of the collectibility of the receivables as at the year end.

Short-term financial assets consist of valuables, cash in hand and in the bank and trading securities.
Short-term financial assets also include entrusted resources (see Note 3g - Entrusted resources).

Trading investments are securities that are acquired principally for the purpose of performing transactions generating
profits from short-term (less than 12 months) fluctuations in price.

These securities are valued at cost, including transaction costs, such as fees and commissions to brokers and stock
exchanges. They are subsequently re-valued at the fair value and the change of the fair value is recorded as costs or
revenues as the case may be.

The fair value is determined as the market value of the securities published by the domestic or international stock
exchange, or as a management estimate or expert valuation based on recognised models or valuation technigues,
if the market value is not available.

In some cases, financial resources of third parties are temporarily entrusted to the Company in order to perform specific
transactions (services for clients of Ceskoslovenska obchodni banka, a. s., collection of radio and television license fees,
payment of pensions, collection of SIPO payments, betting games, sale of stamps, highway stickers, postal payment
services, etc.). These resources are recorded in a separate accounting group apart from the own financial resources, and
in the attached financial statements they are posted in separate rows. The Company charges an agreed commission
for performing the specific transactions, which is recognized at the time of rendering the particular service.

The financial position and funds of the Company are governed by Act No. 77/1997 Coll., on a state-owned enterprise,
as amended. Pursuant to this Act, the registered capital corresponds to the business property to which the Company
has a tittle upon its establishment. The registered capital includes both registered and non-registered capital of the
Company in compliance with accounting legislation. Other capital funds are created by the Company in accordance with
the accounting standards.
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In addition, the Company creates a reserve fund based on profit. Upon the establishment of the Company, the level of
its reserve fund was set by its founder at 10% of the share capital. The reserve fund is further gradually increased with
an allocated contribution of 10% of net profit annually up to the set level pursuant to the Deed of Foundation.

The Company creates a cultural and social fund ("CSF”). The creation and use of this fund is governed by Section 16
of Decree No. 114/2002 Coll., reading Decree No. 310/1995 Coll. In connection with the above-mentioned legislation,
the CSFis created during the accounting period by means of advance payments, and the related receivable is netted off
against the net profit in the following accounting period (see Notes 6 - Receivables and 10 - Equity).

Pravisions are recognised when the Company has a present obligation, it is probable that an outflow of resources will
be required to settle the obligation and a reliable estimate of the amount can be made.

Long-term and short-term liabilities are recorded at their nominal values.

Long-term and short-term loans are recorded at their nominal values. Any portion of long-term debt, which is due
within one year of the balance sheet date, is regarded as short-term debt.

The costs of assets held under both finance and operating leases are not capitalised to fixed assets. The leases
are recorded as expenses evenly aver the life of the lease. Amounts payable in future periods but not yet due are
disclosed in the notes but not recognised in the balance sheet. The Company includes the respective value of the leased
asset at the time when the lease agreement terminates and the purchase option is exercised. Lease payments paid
in advance are recorded as prepaid expenses.

Transactions denominated in a foreign currency are translated and recorded at the rate of exchange prevailing at the first
day of the calendar quarter as published by the Czech National Bank.

All monetary assets, receivables and liabilities denominated in foreign currencies have been translated at the year-
-end exchange rate as published by the Czech National Bank. All foreign exchange gains and losses from translation
of monetary assets, receivables and liabilities are recognised in the profit and loss account.

Revenues and expenses, in general, are recognised on an accrual basis.

Sales arerecognised upon the performance of services (with exceptions as described below) or sale of goods to customers
and are recognised net off discounts and VAT.

Revenues from postal services realised as cash through the sale of postal stamps are charged at the time of sale
of the stamp. The Company does not have the necessary information that would allow it to record revenues from these
services on a deferral basis in respect of the respective accounting periods in which customers actually use the postal
stamps purchased. Management of the Company believes that the costs of collection of such information related
to the time allocation needed for these services realised through the sale of postal stamps would exceed the benefits
of such information.

Revenues from prepaid postal services have been realised since 2006 at the moment of provision of the postal service
(see also Note 3q - Changes of the accounting methods).

Revenues from agency services include the commission received for the services provided in the relevant accounting
period on an accrual basis.

The costs of certain employee benefits (not related to the performance) are posted in the period of payment, because
of the repetitive nature and the relative insignificance relating to the total amount of staff costs.

The Company provides for any risks, losses or physical damage that are known as of the financial statements date.



The corporate income tax expense is calculated based on the enacted statutory tax rate from the accounting profit,
increased or decreased by the appropriate permanent and temporary non-deductible expenses and non-taxable
revenues (e.g. non-deductible provisions and allowances, representation expenses, differences between accounting
and tax depreciation, etc.).

Corporate income tax is recarded in the balance sheet as a part of the item “Taxes and state subsidies payable”
in the event that the tax liability exceeds the tax advance payments. Otherwise, the amount exceeding the tax liability
as a result of the advance payments is recorded under the item “Taxes and state subsidies receivable”. The tax expense
is recorded in the income statement as a tax related to ordinary activities in the current period.

Deferred taxisrecognised on all temporary differences between the carrying amount of an asset or liability in the balance
sheet and its tax base. Deferred tax assets are recognised if it is probable that sufficient future taxable profit will be
available against which the assets can be utilised.

The Company provides its employees with supplemental pension insurance according to the principles set out
in the collective agreement. In addition, the Company pays regular contributions to the state pension system.

The Company's related parties are considered to be the following:

m The state represented by the founder of the Company, government institutions, state-owned enterprises and
companies, and other legal entities, if any, where the government has a significant or dominating influence;

m Members of statutory, supervisory and management bodies and entities related to these parties, including
companies or institutions or businesses where these members and parties have significant or dominating
influence; and

m Companies that share a common member of management with the Company.

Important transactions with related parties are listed in Note 22 - Transactions with related parties.

The effects of events, which occurred between the balance sheet date and the date of preparation of the financial
statements, are recognised in the financial statements in the case that these events provide further evidence
of conditions that existed as at the balance sheet date.

Where significant events occur subsequent to the balance sheet date but prior to the preparation of the financial
statements, which are indicative of conditions that arose subsequent to the balance sheet date, the effects of these
events are disclosed, but are not themselves recagnised in the financial statements.

In 2006, the Company changed the method of reporting revenues from prepaid postal services, in order to make the truer
and fairer picture of the financial statements. The revenue is no longer recognised at the date of receiving an advance
payment but at the moment of provision of the service. The impact of the above-described change on the 2006 profit
before tax amounted to CZK 320,032,000 (decrease), whereas the amount of CZK 122,920,000 was recorded as a
decrease of revenues from the sale of the Company’s own products and services and the amount of CZK 197,112,000
was recorded as a provision increase, expressing the estimate of non-realised postal services. In 2006, unused credit
for prepaid postal services was estimated based on assessment of payment machine users representing 38% of the
prepaid credit in 2006. This estimation based on a representative sample was applied towards the entire population
and the total amount of the unused credit was recognised as deferred income.

In 2007, unused credit for prepaid postal services was estimated based on 100% assessment of payment machine users
and therefore the entire amount of the unused credit was recognised as deferred income.
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In 2006, the Company also changed the method of reporting some types of bonuses and compensations to employees
in order to make the truer and fairer picture of the financial statements, more specifically the existing obligation
to employees as of the date of the financial statements. The one-off impact of this change of the accounting
policies resulted in additional costs before tax in the total amount of CZK 259,117,000 in 2006. The above-mentioned
change affected the personnel costs in the amount of CZK 106,917,000 and the provision increase in the amount
of CZK152,260,000.

Until 2006, the Company reported as extraordinary costs and income mainly corrections to revenues and costs related
to previous years which exceeded a certain threshold set by the Company, as well as compensation for lost earnings,
received indemnities for occupational accidents and supplementary tax returns. Since 2007, the Company amended its
policy extraordinary costs and income recognition. Since 2007, items which are not extraordinary or contingent in terms
of their relation to the Company’s business are reported in individual categories of operational cost and revenues.
The comparative data have not been adjusted.

In 2007, the Company reclassified certain assets and liabilities, such as agency fees, received and paid advances for
services related to lease, receivables/liabilities towards Postovni tiskarna cenin Praha a.s., a controlled entity, and other
intangible fixed assets. At the same time, the Company improved accuracy when identifying transactions with related
parties. All changes were carried out in order to provide a more true and accurate picture of the financial statements.
The impact of the above-mentioned changes is insignificant for the financial statements. The comparative data have
generally not been adjusted.

Acquisition cost

Opening
(in CZK thousand) Additions*) Disposals*) Closing balance

Software 991,794 45,219 (6,677) 75,966 1,106,302
Royalties 840 - - - 840
Other intangible fixed assets 186,338 - - (75,966) 110,372
Intangible fixed assets in the course

of construction 6,924 73,759 (44,031) - 36,652
Advances paid for intangible fixed

assets - 78 (78) - -
Total 2007 1,185,896 119,056 (50,786) - 1,254,166
Total 2006 1,020,825 375,973 (210,902) - 1,185,896

*) ADDITIONS AND DISPOSALS ALSO INCLUDE TRANSFERS OF INTANGIBLE FIXED ASSETS IN THE COURSE OF CONSTRUCTION.

Accumulated amortisation

Opening Closing Net book
(in CZK thousand) balance Additions Disposals | Reclassification balance value

Software (780,916) (144,983) 6,677 (11,532) (930,754) - 175,548
Royalties (264) (154) - - (418) - 422
Other intangible

fixed assets (85,472) (30,792) - 11,532 (104,732) - 5,640

Intangible fixed
assets in the course

of construction - - - - - - 36,652
Total 2007 (866,652) (175,929) 6,677 - (1,035,904) - 218,262
Total 2006 (706,250) (170,675) 10,273 - (866,652) - 319,244

The total value of low-valued intangible fixed assets, which are not reflected in the accompanying balance sheet, was
CZK 115,587,000 in acquisition costs as at 31 December 2007 and CZK 113,199,000 as at 31 December 2006.



Acquisition cost

(in CZK thousand) Opening balance Closing balance

Is*)
Land 750,537 2,428 (966) 751,999
Buildings 8,060,034 901,344 (9,928) 8,951,450
Machinery and equipment 3,169,813 402,959 (80,061) 3,492,711
Vehicles 1,955,656 88,179 (27,199) 2,016,636
Furniture and fixtures 589,665 22,928 (8,251) 604,342
Other tangible fixed assets 773,952 - (30,506) 743,446
Works of art 3,707 - - 3,707
Tangible fixed assets in the course of construction 1,493,870 473,683 (1,416,447) 551,106
Advances paid for tangible fixed assets 25,174 17,750 (37,873) 5,051
Total 2007 16,822,408 1,909,271 (1,611,231) 17,120,448
Total 2006 15,464,793 2,398,457 (1,040,842) 16,822,408

*) ADDITIONS AND DISPOSALS ALSO INCLUDE TRANSFERS OF TANGIBLE FIXED ASSETS IN THE COURSE OF CONSTRUCTION.

Accumulated amortisation

Opening Closing Net book
(in CZK thousand) balance Additions Disposals balance value

Land (2,029) 749,970
Buildings (2,931,198) (206,644) 5,128 (3,132,714) (19,944) 5,798,792
Machinery and equipment (2,625,196) (189,892) 79,949 (2,735,139) - 757,572
Vehicles (1,217,973) (187,721) 25,594 (1,380,100) (592) 635,944
Furniture and fixtures (464,964) (16,507) 8,231 (473,240) - 131,102
Other tangible fixed assets (771,042) (1,916) 30,433 (742,525) - 921

Works of art - - - - 3,707
Tangible fixed assets

in the course of construction - - - - (43,356) 507,750
Advances paid for tangible

fixed assets - - - - - 5,051
Total 2007 (8,010,373) (602,680) 149,335 (8,463,718) (65,921) 8,590,809
Total 2006 (7,703,739) (632,813) 326,179 (8,010,373) (32,617) 8,779,418

The total value of low-valued tangible fixed assets, which are not reflected in the balance sheet, was CZK 1,742,254,000
in acquisition costs as at 31 December 2007 and CZK 1,672,084,000 as at 31 December 2006.

Based on the stock-taking performed, the Company has adjusted the carrying value of the tangible fixed assets
for diminution in value through provisions (see Note 7 - Provisions).

In 2007 and 2006, the Company did not create statutory reserves for repairs of tangible fixed assets, as these assets
are repaired and maintained on a regular basis.

In 2007, the Company acquired no tangible fixed assets affecting the authorized capital free-of-charge. In 2006,
the Company acquired tangible fixed assets free-of-charge worth CZK 1,220,000.

As at 31 December 2007, the Company did not intend to sell any item from tangible fixed assets. As at 31 December
2006, certain tangible fixed assets (scarcely used recreational facilities, property located at Opletalova Street in Prague,
unused land, closed-down post offices, warehouses, apartments, lodging houses, etc.) were no longer in use and were
held for sale and renovation. Their acquisition cost amounted to CZK 143,078,000, with accumulated depreciation
of CZK 65,320,000. The estimated selling price of these assets exceeds their net book value. Some of the expected
sales were not transacted based on the approved Company strategy (see Note 1). In 2007 and 2006, fixed assets
of the Company in the total amount of CZK 17,693,000 and CZK 150,787,000 respectively were sold.

In 2007 and 2006, in addition to the easement for the benefit of PCS - Praha Center s.r.o. created in relation to the post
office building at Jindrisska, Prague 1 according to an agreement dated 16 April 1997, which is in force until 31 March
2042, the Company has another approximately 158 (2006: 164) minor easements (rights of sewage piping, water
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mains, power and gas piping connection, hot-water piping, right of entry, access, crossing, riding, parking of a company
car, pre-emptive right and the right of use) mainly created for the benefit of the community and municipal authorities,
Telefénica 02 Czech Republic, a.s. (formerly CESKY TELECOM, a.s.) and power producers and distributors.

In 2007, the Company received no investment subsidies.

As at 31 December 2007 and 31 December 2006, the Company exercised a dominating influence in Postovni tiskarna
cenin Praha, a.s., having its registered office at Ortenovo namésti 542/16, Praha 7-HoleSovice.

(in CZK thousand) 2007 2006
Share (%) 51.03% 51.03%
Total assets 95,442 90,967
Equity 84,297 83,314
Profit for the current year 3,484 2,034
Acquisition cost of the shares 17,746 17,746
Nominal value of the shares 16,903 16,903
Intrinsic value of the shares* 43,017 42,515
Dividends received 575 431

* COMPANY'S SHARE IN EQUITY CAPITAL OF THE CONTROLLED COMPANY AS AT 31 DECEMBER.
Financial information on this company was retrieved from financial statements verified by an auditor.

As at 31 December 2007 or 31 December 2006, the Company did not provide the company over which it exercises
dominating influence with any loan or credit.

Other long-term securities and investments comprise:

a) 233,630 shares of IPB, a.s., (currently IP Exit, a.s.) with a nominal value of CZK 23,363,000 and with acquisition
cost of CZK 39,717,000; this equity investment was fully provided for;

b) equityinvestmentin “Asaciace direct marketingovych agentur” (Direct Marketing Agencies Association) totalling
CZK 80,000.

The Company used provisions to adjust the value of inventory (see Note 7 - Provisions).

As at 31 December 2007 and 31 December 2006, receivables with maturity over 5 years amounted to CZK 3,713,000 and
CZK 1,065,000 respectively.

As at 31 December 2007 and 31 December 2006, outstanding overdue receivables amounted to CZK 156,824,000 and
CZK 172,469,000 respectively. Outstanding overdue receivables are not secured.

In addition, the Company wrote off as expenses in 2007 and 2006 receivables in the amount of CZK 46,644,000 and
CZK 6,782,000, respectively, due to irrecaverability, dismissal of bankruptcy petition and settlement or non-satisfaction
of debts in bankruptcy proceedings.



Receivables from related parties are listed under Note 22 - Transactions with related parties.

As at 31 December 2007 and 31 December 2006, receivables resulting from the creation of the CSF by advance payments
(see Note 3h - Equity capital) amounted to CZK 170,704,000 and CZK 162,738,000, respectively.

The Anticipated assets and liabilities primarily comprise accounting for international postal operations. Operating
records on incoming and outgoing mail so far not confirmed by individual postal administrations were recorded
as anticipated assets and liabilities with the double entry in operating expenses and revenues, based on operating
statistics.

Provisions reflect a temporary reduction of the value of assets (specified under Notes 4 - Fixed assets, 5 - Inventory
and 6 - Receivables).

Changes in the provisions accounts:

Provisions against: Balance as at Balance as at Balance as at

1 January Dissolution/ | 31 December Dissolution/ | 31 December
(in CZ thousand) 2006 | Creation usage 2006 | Creation usage 2007
Tangible fixed assets 32,970 3,770 (4,123) 32,617 38,812 (5,508) 65,921
Long-term financial assets 39,717 - - 39,717 - - 39,717
Inventory 3,639 4,570 (3,592) 4,617 11,901 (526) 15,992
Receivables - statutory 16,655 5,520 (4,895) 17,280 8,798 (6,418) 19,660
Receivables - other 101,393 5,157 (7,118) 99,432 14,813 (53,942) 60,303
Total 194,374 19,017 (19,728) 193,663 74,324 (66,394) 201,593

Statutory provisions are created in compliance with the Reserves Act and are deductible for tax purposes, other
provisions are non-deductible for tax purposes.

The main bank used by the Company is Ceskoslovenska obchodnibanka, a.s. (CSOB) in which the Company has two cash-
-poaling sets of accounts, a set of current accounts and a set of accounts with entrusted resources. An overdraft facility
that enables the Company to have negative balance is agreed for the set of accounts with entrusted resources.

No funds were withdrawn from the overdraft facility as at 31 December 2007 and 31 December 2006.

The Company's time deposits totalled to CZK 3,703,300,000 and 3,840,000,000 as at 31 December 2007 and
31 December 2006, respectively. A time deposit with individual interest rate of Komer¢ni banka, a.s. in the amount
of CZK 10,000,000 has been used from 17 March 2005 as a security for the loan provided by this bank according
to the requirements of the Czech Ministry of Finance in relation to the sale of highway stickers (see Note 18 - Assets
and liabilities not recorded in the balance sheet). The time deposit was prolonged until 177 March 2009. In addition,
the Company provided to the Czech Ministry of Finance a non-cash security amounting to CZK 600,000 and valid
until 29 February 2008 for the submitted offer concerning a public tender and a cash security to the Reditelstvi silnic
a dalnic CR (Directorate of Highways and Roads) amounting to CZK 3,052,000 and valid until 30 November 2008
for the perfarmance of obligations within the electronic toll system.

Other time deposits have a maturity period of 5 days, and bear interest at the market interest rate.
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Short-term securities and ownership interests as at 31 December:

Bank
(in CZK thousand) Type 2007

Komeréni banka, a.s. Depository note 400,000 800,000
Ceskoslovenska obchodni banka, a. s. Depository note 815,000 -
Ceska spofitelna, a.s. Depository note 597,959 -
CP Invest, a.s. Corporate Bond Fund = 212,104
Credit Suisse Asset Management a.s. Credit Suisse CZK - money market open-end unit trust = 159,042
Total 1,812,959 1,171,146

Prepaid expenses of 2006 and 2007 particularly consist of prepaid rent.

Accrued revenue particularly consist of accrued revenues from the agency services provided, among others, to CSOB, a.s.,
and are recognised as income in the period in which they were earned.

The registered capital as at 31 December 2006 includes an amount of CZK 6,229,000 which was not recorded
to the Commercial Register until 2007.
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Other capital funds comprise allocations from profit for investment purposes or received gifts.

The reserve fund has been allocated gradually 10% of profit after tax annually up to the level of 10% of the registered
capital. Duetotheregisteredcapitalincrease, asregisteredinthe Commercial Registeron15November2007, the statutory
reserve fund will be increased based on the 2007 profit allocation scheme to be discussed by the Supervisory Board and
approved by the founder in 2008.

Other funds created from profit include the CSF (Cultural and Social Fund).

The following changes in equity occurred in 2007 and 2006:

Other Statutory Profit

Registered capital reserve Other in current Retained
capital funds fund funds period earnings Total

(in CZK thousand)

Balance as at 1 January

2006 3,586,708 4,223,370 358,170 9,974 666,853 225,764 9,070,839
Allocation from profit - 498,459 - 156,446 (666,853) 11,948 -
Other increases 1,220 - - - - - 1,220
Decrease - - - (146,783) - - (146,783)
Profit in the current period - - - - 247,602 - 247,602
Balance as at 31 December

2006 3,587,928 4,721,829 358,170 19,637 247,602 237,712 9,172,878
Allocation from profit - 308,034 - 157,280 (247,602) (217,712) -
Decrease - (15) - (142,047) - - (142,062)
Profit in the current period - - - - 652,539 - 652,539
Balance as at 31 December

2007 3,587,928 5,029,848 358,170 34,870 652,539 20,000 9,683,355

Profit in 2006 was distributed according to the founder's approval dated 16 July 2007.



Balance as at Balance as at

Balance as at
31 December
2007

31 December

Dissolution/
2006 | Creation Usage

Dissolution/
2006 Creation Usage

1 January
(in CZK thousand)

Social and health

insurance 46,089 115,201 115,201 127,523 (115,201) 127,523
Unused holiday - 112,319 - 112,319 133,759 (112,319) 133,759
Prepaid postal services - 197,112 - 197,112 - (197,112) -
Other 76 24,035 (76) 24,035 53,609 (24,035) 53,609
Total 46,165 448,667 (46,165) 448,667 314,891 (448 667) 314,891

Provision for social and health insurance is created for unpaid contracted wages, profit-related bonuses in 2007 and
2006, unused holiday and other employee benefits.

Provision for prepaid postal services represented as at 31 December 2006 estimated liability for the unused credit
related to the postal services (see also Note 3g - Changes of the accounting methods).

Other provisions were created to cover risks known as at 31 December 2007 and potential loss from pending litigations
and out-of-court disputes and related obligations.

As at 31 December 2007, the Company reported no long-term liabilities. As at 31 December 2006, long-term liabilities
comprised received advance payments for cash-free postage payments amounting to CZK 1,374,000.

Deferred tax liability is described under Note 16 - Income tax.

Asat31December2007and 31December 2006, the Company's overdue short-term liabilities amounted to CZK 61,716,000
and CZK 8,201,000 respectively. The increase of the overdue short-term liabilities is caused mainly by suspending
payments of suppliers’ invoices.

As at 31 December 2007 and 31 December 2006, the Company had no liabilities with maturity over 5 years.

As at 31 December 2007, the Company had no short-term or long-term liabilities bearing a security or lien for the benefit
of a creditor.

Payables to related parties are disclosed under Note 22 - Transactions with related parties.
Anticipated liabilities include particularly accounting for costs and revenues associated with international postal
operations (see Note 6 - Receivables), uninvoiced operating deliveries of services and utilities and estimated staff

bonuses.

Trade payables decreased on year-on-year basis mainly due to entrusted resources (see Note 23 - Entrusted
resources).
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Bank Terms Overall
(in CZK thousand) and conditions limit 31 December 2007 31 December 2006

1 February 2006-31 August 2013

Ceska spofitelna, a.s. 3.68% p.a. no collateral 708,000 274,017 503,801
Balance 274,017 503,801
Out of which:
- payable in one year 97,055 88,190
- maturity period 1 to 5 years 176,962 369,349
- maturity period 5 and more years = 46,262

Overall fimit 2007 | o006 |

Terms (in EUR (in EUR (in CZK (in EUR (in CZK
ET and conditions thousand) | thousand) | thousand) | thousand) | thousand)

Ceskoslovenska Overdraft facility EURIBOR
obchodni banka, a. s. 3 months + 0.1% p.a. 5,000 1,131 30,117 1,023 28,118

The above-mentioned overdraft facility is used solely for cash operations (in EUR) of the banking services provided
at selected post-office counters.

The Company complies with all terms and conditions of the loan agreements.

Accrued expenses consist of unbilled customer bonuses related to the prepaid postal services, discounts for commercial
and PROFI parcels, staff bonuses and royalties related to the provision of copying services. These expenses are recorded
as expenses in the period in which they occurred.

Deferred income includes in particular prepaid postal fees for the set-up of remote credit machines and accrued
compensation for agency services provided to CSOB, a.s. as well as rent of office premises, safes, payments received
for apartments sold, and is recognised as income for the period in which it was earned. In 2007 and 2006, the Company
was also encumbered with an easement for the benefit of PCS - Praha Center s.r.0. (see Note 4b - Tangible fixed assets).
A one-off payment in the original amount of CZK 49,013,000 is also included in these accruals (2007: CZK 37,304,000;
2006: CZK 38,394,000) and is gradually recognised as income, during the effective period of the agreement.



(in CZK thousand) L oo07] 2006

Profit before tax 794,530 331,166
Non-taxable income (8,340) (5,742)
Difference between accounting and tax depreciation (216,608) (232,741)
Tax non-deductible expenses (10,916) 568,941
Out of which:

- changes of provisions 5,548 (1,337)

- creation of provisions for liabilities (133,776) 402,502

- other (e.g. accrued expenses, entertainment expenses, shortages and losses) 117,312 167,776
Gifts - (500)
Taxable income 558,666 661,124
Income tax rate 24% 24%
Calculated income tax 134,081 158,670
Tax relief (persons with disability and partial disability) 17,333 (18,021)
Current tax 116,748 140,649
Overpayments from the previous period (16,401) (2,648)
Income tax expense - payable 100,347 138,001
Out of which:

- from ordinary activities 100,347 138,084

- from extraordinary activities - (83)

The deferred tax as at 31 December 2007 is calculated using the following tax rates: 21% (2008 tax rate), 20% (2009
tax rate) and 19% (2010 tax rate) depending on the period in which the temporary difference adjustment is expected.
The deferred tax as at 31 December 2006 was calculated using the tax rate of 24%.

The Company quantified the deferred tax asset / (liability) as follows:

Deferred tax item

Deferred tax Deferred tax Deferred Deferred
(in CZK thousand) asset liability tax asset tax liability

Difference between net book value of fixed

assets for accounting and for tax purposes (331,732) - (369,917)
Provisions:

- against receivables 8,818 - 23,864 -

- against inventory 3,038 = 1,108 -

- against tangible fixed assets 5,455 = 7,828 -
Other provisions 56,187 - 107,680 -
Other temporary differences - - 12,847 -
Total 73,498 (331,732) 153,327 (369,917)
Net deferred tax liability (258,234) (216,590)

The above mentioned impact of the tax rate change effective for the subsequent periods on the deferred tax was
recorded in the profit and loss statement for the current accounting period. The impact of such change in the form
of a decrease of deferred tax cost or deferred tax liability amounted to CZK 76,579,000.

In 2007, the Company recorded a year-to-year increase of the deferred tax liability by CZK 41,644,000.
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The Company leases fixed assets, which are not recorded in the balance sheet accounts (see Note 3j - Leases).

The assets leased by the Company in the form of operational leasing as at 31 December 2007 and 31 December 2006
are as follows:

Description Lease payments Owner’s acquisition cost | Lease payments Owner’s acquisition cost
(in CZK thousand) in 2007 as at 31 December 2007 in 2006 as at 31 December 2006
Passenger vehicles 5,171 5,796 3,046 9,317
Other operational leasing 20,262 66,371 22,314 69,629

The assets leased by the Company in the form of finance lease as at 31 December 2007 and 31 December 2006 are as
follows:

Description Schedule of future payments
Actually paid finance lease according to the actual maturity

Sum of lease payments as at 31 December 2006

payments over For the From the start
the period of year ended | of the lease until Payable within
(in CZK Terms and the expected 31 December 31 December Payable within a period longer
thousand) conditions lease 2007 2007 1 year than 1 year

Lease contracts
KERN inserting  of 2004 for 36
lines and 48 months 49,035 11,353 39,965 9,070 -

As at 31 December 2007 and 31 December 2006, the Company had third-party assets, in particular duty stamps,
highway stickers and lottery tickets, which were placed on an off-balance sheet account. These items have the nature
of valuables and the Company is liable for recovering their nominal value in case of loss or damage. No such loss or
damage, for which the Company would have to pay, occurred in 2007 or 2006. In addition, the Company has leased
and low-value assets in its operational records that are not included in the balance sheet. As at 31 December 2007 and
31 December 2006, these items were quantified as follows:

(in CZK thousand) 2007 2006
Valuables and lottery tickets 2,957,838 2,625,811
Highway stickers 2,676,167 2,088,468
Leased assets - operating lease 66,942 78,946
Leased assets - finance lease 49,035 49,035
Assets leased free of charge 139,680 131,673
Low-value tangible assets 1,742,254 1,672,084
Low-value intangible assets 115,587 113,199

Assets leased free-of-charge mainly consist of office and computer equipment (e.g. card readers) and supplies necessary
for the perfarmance of agency services.

Contractual capital commitments as at 31 December 2007 and 31 December 2006 amounted to CZK 215,720,000 and
CZK 272,200,000 respectively. In addition, the Company recorded commitments related to rentals of non-residential
premises, amounting to CZK 189,274,000 as at 31 December 2007 and CZK 207,890,000 as at 31 December 2006.



As at 31 December 2007, the Company created a provision amounting to CZK 48,609,000 for litigations and out-of-
-court disputes and related liabilities.

The Company is a defending party in certain litigations related to its business activities. The Company’s management
doesn't expect the results of such litigations to significantly affect the financial position or profit of the Company.

Starting from 6 August 2008, the Company has been subject to an audit carried out by the Supreme Audit Office
to review the Company’s management of the state-owned assets. The audit has not been closed yet (the Final Report
has not been approved). It is expected that the audit will be closed in late April/early May 2008. The Company’s
management doesn't expect the audit result and potential measurements to substantially affect the financial position
and financial results of the Company.

The Company’'s management is not aware of any other contingent liabilities of the Company as at 31 December 2007.

Breakdown of the Company’s revenues from its operations:

2007 2006
(in CZK thousand) International International

Revenues from postal operations 14,012,321 349,375 13,996,469 391,930
Revenues from agency services 2,585,723 - 2,369,255 -
Revenues from sale of goods 463,834 - 428,661 -
Subtotal of revenues from ordinary activities 17,061,878 349,375 16,794,385 391,930
Income from the sale of fixed assets and material 18,621 - 152,791 -
Other income from operations (incl. capitalisation) 216,588 - 189,849 -
Total revenues and income from operations 17,297,087 349,375 17,137,025 391,930

Revenues from postal operations also include, in addition to the basic postal products (letters and parcels and money
orders), revenues from services provided by Czech Post’s Postservis centres (packaging and labelling) and revenues
from IT work associated with postal services.

In 2007, the Company received a subsidy amounting to CZK 14,953,000 from the Universal Postal Union's Quality Fund
supporting a project to increase the availability of delivery post boxes. This income is included in the Other income from
operations.

Breakdown of staff costs:

Out of which: Out of which:

Company Company

Total employees management Total employees management

Average headcount 37,008 16 37,415 17
(in CZK thousand)

Labour costs 8,071,318 53,449 7,749,625 52,698

Social security and health insurance 2,848,366 17,417 2,711,438 19,186

Social expenses 325,456 120 318,436 124

Total staff costs 11,245,140 70,986 10,779,499 72,008

On top of the above-mentioned amounts of staff costs, members and former members of statutory and supervisory
bodies in 2007 and 2006 received remuneration in the amount of CZK 3,348,000 and CZK 1,942,000, respectively.
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Social security and health insurance liabilities amounted to CZK 313,855,000 as at 31 December 2007. This unpaid
liability related to wages for December 2007 was paid at the beginning of 2008.

As at 31 December 2007, the Company recorded no tax arrears due to the local Tax Authority.

Beside the bonuses and remuneration mentioned under Note 21 - Employees and staff costs, members of the current
and former statutory and supervisory bodies and the Company‘s managers did not receive any loans, guarantees,
advance payments or other benefits in 2007 and 2006, with the exception of the Company’s managers who use
the Company vehicles for their business and private use (paid).

Within its normal business activities the Company executed several transactions with its related parties during
the year. These transactions were executed under the terms and conditions customary on the market. The transactions
executed in 2007 and 2006 and the related receivables from and payables to related parties are as follows:

2007
(in CZK thousand) Receivables Payables

Subsidiary

Postovni tiskarna cenin Praha a.s. 80 45,032 88 5,923
Other related parties

Czech Television and Czech Radio 242,870 1,490 38 5,614
Suppliers of electricity, heat and water 413,402 201,477 84,046 99,225
Ministry of Finance 126,859 1,099 2,982 73,601
Tax Authorities 131,362 136,990 9,608 225,285
Czech Social Security Administration 443,322 2,082,042 23,891 5,547,807
Health Insurance Company 70,809 466,280 8,599 68,741
Municipal and local authorities 428,671 47,569 12,604 284,616
Carriers and freight forwarders 11,527 80,138 1,132 13,286
The State Fund for Transport Infrastructure *) 74,687 2,767 20,183 345,042
Other 474,781 16,129 6,393 115,175
Total 2,418,370 3,081,013 169,564 6,784,315

*) IN 2007, THE STATE FUND FOR TRANSPORT INFRASTRUCTURE WAS SEPARATED FROM THE MINISTRY OF FINANCE TO PROVIDE A MORE TRANSPARENT VIEW.
THE COMPARABLE DATA HAVE NOT BEEN ADJUSTED.

2006
(in CZK thousand) Receivables Payables

Subsidiary

Postovni tiskarna cenin Praha a.s. 537 48,661 229 2,813
Other related parties

Czech Television and Czech Radio 234,755 1,688 45 8,773
Suppliers of electricity, heat and water 165,504 56,896 35,488 68,112
Ministry of Finance 33,919 3,012 671 399,465
Tax Authorities 101,856 162,517 2,994 97,296
Czech Social Security Administration 543,207 1,981,779 48,264 5,820,790
Health Insurance Company 52,329 411,631 270 57,251
Municipal and local authorities 578,287 41,360 3,004 154,574
Carriers and freight forwarders 10,511 83,894 338 5,841
Other 2,542 12,905 948 6,908
Total 1,723,447 2,804,343 92,251 6,621,823

Cash transactions relating to postal services provided to related parties are not recorded separately because the cost
of determining them would exceed their evidentiary value. These postal services were provided to the related parties
under normal market conditions.



23 Entrusted resources

Analysis of entrusted resources as at 31 December 2007 and 31 December 2006 is as follows:

(in CZK thousand) 31 December 2007 31 December 2006
Short-term receivables 284,422 448,552
Cash 4,752,504 4,893,387
Bank accounts 3,151,497 3,502,856

Short-term payables 8,158,306 8,816,677
Short-term bank loans 30,117 28,118

Short-term receivables mainly result from the agency services provided to CSOB, a.s. (e.g. card transactions, cheque
transactions, etc.) and to the Czech Social Security Administration (payments of social benefits and pensions by money
orders).

The Company received advance payments towards 2008 and 2007 pension payments from the Czech Social Security
Administration in December 2007 and December 2006 in the amount of CZK 5,285,000,000 and CZK 5,186,013,000
respectively.

All these liabilities in respect of entrusted resources were within the maturity period.

24 (Cash flow statement

The cash flow statement was prepared using the indirect method. Cash equivalents represent short-term liquid assets
that can be easily and readily translated into a previously known cash amount.

As at 31 December 2007 and 31 December 2006, the Company did not consider the overdraft facilities used to be cash
equivalents for the purpose of the cash flow statement (see Note 14 - Bank loans and borrowings).

25 Subsequent events

Changes are underway within the organisational structure of the Company, which will enable implementation of linear
management and centralisation of operational and service activities. Upon the Director General’s decision dated
27 December 2007, a new organisational scheme of the Company was set effective from 1)anuary 2008 to ensure
more efficient management. Upon the Director General's decision dated 31)anuary 2008, all Regional Branches were
dissolved effective from 29 February 2008.

The position of the Deputy Director General, International Relations, was abolished due to changes in the Company’s
organisational structure.

The Company's organisational structure is as follows:
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On1January 2008, the change of the Company'’s registered office was registered in the Companies Register (see Note
1 - Description of the Company)

After the balance sheet date, a change of persons in the positions of Deputies was also recorded in the Commercial
Register. For details see Note 1 - Description of the Company.

No significant event occurred between the balance sheet date and the date of preparation of these financial statements,
which would affect the assets, liabilities and profit/loss reported for the accounting period 2007.

These financial statements were approved by the Director General for presentation to the founder.

15 April 2008

JUDr. Karel Kratina Ing. Ladislav Musil
Director General Deputy Director General, Finance
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PRICEAVATERHOUSE(COPERS

PricewaterhouseCoopers Audit, s.r.o.
Katefinska 40/466

120 00 Praha?2

Ceska republika

Telefon +420 251151111

Fax +420 251156 1M1

We have audited the annual report Ceska posta, s.p. (the “Company”) for consistency with the financial statements for
the year ended 31 December 2007 which are included in this annual report on pages 52 till 77. The director is responsible
for the accuracy of the annual report. Our responsibility is to express an opinion on the consistency of the annual report
and the financial statements based on our audit.

We conducted our audit in accordance with the International Standards on Auditing and the related application
guidance of the Chamber of Auditors of the Czech Republic. Those standards require that the auditor plan and perform
the audit to obtain reasonable assurance about whether the information included in the annual report describing
matters that are also presented in the financial statements is, in all material respects, consistent with the relevant
financial statements. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the information included in the annual report of the Company for the year ended 31 December 2007 is
consistent, in all material respects, with the financial statements referred to above.

20 June 2008
PricewaterhouseCoopers Audit, s.r.o.

represented by partner
Petr Sobotnik
Auditor, Licence No. 113

Translation note

This version of our report is a translation from the original, which was prepared in Czech language. All possible care has been taken to ensure that the translation is an accurate
representation of the original. However, in all matters of interpretation of information, views or opinions, the original language version of our report takes precedence over this
translation

PricewaterhouseCoopers Audit, s.r.0., registered seat Katefinska 40/466, 120 00 Prague 2, Czech Republic, Identification Number: 40765521, registered with the Commercial Register
kept by the Municipal Court in Prague, Section C, Insert 3637, and in the Register of Audit Companies with the Chamber of Auditors of the Czech Republic under Licence No 021
©2008 PricewaterhouseCoopers Audit, s.r.o. All rights reserved. "PricewaterhouseCoopers" refers to the Czech firm of PricewaterhouseCoopers Audit, s.r.0. or, as the context requires,
the network of member firms of PricewaterhouseCoopers International Limited, each of which is a separate and independent legal entity.



Contacts

Company name

Ceska posta, s.p.

Registered office

Politickych vézria 909/4, Praha 1, 115 00

Identification number

47114983

Tax identification number

CZ 47114983

Registration court

Municipal court in Prague

Company'’s registration number

Insert 7565, section A

Information line

800104410

Prague information center

+420221132113

E-mail

info@cpost.cz

Http

www.ceskaposta.cz

Regional Branch Central Bohemia

Politickych vézria 909/4, Praha 1, 115 00

Regional Branch South Bohemia

Senovazné namésti 240, Ceské Budéjovice, 370 81

Regional Branch West Bohemia

Solni 260, Plzen, 301 99

Regional Branch North Bohemia

Berni 2119, Usti nad Labem, 401 01

Regional Branch East Bohemia

Na Hradku 105, Pardubice, 532 05

Regional Branch South Moravia

Orli 655, Brno, 663 00

Regional Branch North Moravia

Postovni 1368, Ostrava, 728 60

Abbreviations used

BODYS - A project of the Police of the Czech Republic
bp - Percentage point

CNB - Czech national bank

CSF - Cultural and social fund

CTO - Czech telecommunication office

Czech POINT - Czech submitting and verifying information terminal

CZK - Czech crown

(SOB - Ceskoslovenska obchodni banka, a.s.
D+3 - Delivered by the third day after posting
D+5 - Delivered by the fifth day after posting
EMS - Express mail services

EU - European Union

FKSP - Fund for cultural and social needs
GDP - Cross domestic product

ICA - Internal certification authority

ISO - International organization for standardization
IT - Information technologies

pcs - Pieces

QCA - Qualified certification authority

REP - Registered electronic mail

RPIM - Promotional and information materials
s.p. - A state-owned company

SIPO - Joint collection of citizens’ payments
SME - Small and medium enterprises

UPU - Universal postal union

VAT - Value added tax

VCA - Public certification authority
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