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INTRODUCTION
BY THE CHAIRMAN
OF THE BOARD

Dear clients, shareholders and busi-
ness partners,

The year 2003 was another significant
year for Ceskd podnikatelskd pojistov-
na. The annual report you are holding in
your hands now summarises in facts and
figures everything that Ceskd podnikatel-
skd pojistovna achieved in the said year.
However, what it does not mention and
what | would very much like to note
here with sincere gratitude is the enor-
mous endeavour of our staff and busi-
ness partners, with which they were
accomplishing the audacious ambitions
and goals set for 2003.

[ )
The organisational changes that had
already been partly started in the previ-
ous year, the successful effort to opti-
mise the operating and marketing costs
and the commitment to improve the
quality of services have most signifi-
cantly contributed to the excellent
business result achieved.

[ )
In 2003, Ceska podnikatelska pojistov-
na again consolidated its market posi-
tion and based on the annualised GPW
growth rate, it has even ranked second
among all the insurance companies
operating in this market.

[
Motor insurance still remains the
strongest business area of Ceskd pod-
nikatelskd pojistovna with more than an
80% increase of cars insured comparing
to year 2002.

[
Another important segment, to which
we would like to pay significant atten-
tion in the future and where we expect
a relatively dynamic development, is
the commercial property and casualty
insurance. New unique products are
being prepared for the Czech market.

Czech Republic accession to the EU
was also another important milestone
for Ceskd podnikatelskd pojistovna.
When writing these lines, we already
know that thanks to careful and timely
preparations and, above all, thanks to
the ability of the company’s manage-
ment to estimate realistically the impact
of this event, we have succesfully
implemented all necessary changes
with minimal negative impact on our
clients. We believe that this achieve-
ment will also help to enhance further
the clients' trust in the capabilities of
Ceskd podnikatelskd pojistovna in the
future.

(]
Approximately in mid-2003, share-
holders of Ceskd podnikatelskd
pojistovna announced their interest to
form a partnership with strategic
investor. Even though these negotia-
tions eventually did not lead up to
a successful conclusion, our company
proved to be an attractive entity for
both Czech and foreign investors.

o
Therefore we will strive to further
enhance our market position during
forthcoming years and present CPP as
one of the insurance market leaders in
the Czech Republic.

([
In these joint efforts of ours, we will
continue to rely on the abilities of our
employees, strong distribution network
and strategic partners, whom | would
like to say ,thank you with all my heart

once again”.
%&4

Ing. Vlastimil Navratil
General Manager
and the Chairman of the Board
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/4 Board Members and Company Management
COMPANY’S ey
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ORGANISATIONAL
STRUCTURE
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The year 2003 was the most successful
year for Ceské podnikatelska pojistov-
na (CPP) in its existence.
o
An overwhelming majority of insur-
ance claims was settled by the dead-
lines defined by the law. After internal
evaluation of the claims settlement
process, an additional Crisis Manage-
ment System was created in 2003 to
deal with catastrophic and large-scale
claims. This system includes all stages
of the insurance and claims settlement
process, starting from mapping the
exposure to risks through technical
equipment and activation system to
ensuring optimisation of information
flow for the purpose of providing the
ability to focus on the affected area in
timely manner and to provide it with
assistance quickly and flexibly.
o
In 2003, the company's management

also made a strategic decision on what
is known as Accelerated Claims Settle-
ment System, which is a procedure
applied when insurance claims arising
from property insurance and liability
insurance are to be settled.

o
Introduction of Accelerated Claims Set-
tlement System is a part of the CPP's
long-term strategy for development and
improvement of its services for clients.

o
At present, more than 50% of the
reported insurance claims are closed
and paid within one month from
when they are reported; we expect
that this percentage should rise up to
70% in 2004.

o
Occasionally, and not very rarely, it also
happens that some claims are reported
one day and the indemnification is paid
to the claimant the next day.

Sales Results

CPP distribution network was facing
very demanding tasks in all areas of
insurance in 2003. New sales mana-
gement system proved to be effective
in 2003.

Internal Networks

We have succeeded in writing more
than 50% of the new production
through our own internal distribution,
network, which consists of 14

Regional Headquarters, 70 branch
offices, 100 insurance offices and
about 1500 tied agents.

([

A new remmuneration system and

systematic sales force training was
introduced during the year.

([
The overall annual results and con-
stant production growth in all
regions clearly confirmed that we




succeeded in creating a highly effec-
tive model of distribution network.

External Distribution Channels
The leading external partner, for life
insurance contracts, was Makler Ser-
vice Bohemia International (MSBI),
with significant contribution to over-
all results.

o
In the area of MTPL policies Ceska
posta s.p. was our traditional partner
increasing its production volume
throughout the year to become one
of the top producers followed by
Mutual Fire Brigades units.

o
Thanks to a long-term cooperation
with the General Health Insurance
Company (VZP), the CPP products are
sold at more than 200 VZP branch
offices. Joint health and medical insu-
rance product with lower volumes in
2003 are becoming signiticant tools
for future when Czech social and
medical insurance reform is intro-

duced.

Broker Business
Primarily thanks to cooperation with

the leading broker companies opera-
ting on the Czech market. CPP has

enjoyed more than 100% increase in
written premiums commercial pro-
perty and casualty insurance sector.
Gradually, the cooperation with
local regional partners has also start-
ed to be successful. It has become
apparent that there is a large poten-
tial for market growth in large risks
sector, especially thanks to Czech
market co-insurance specific pro-
grams.

o
The business activities of CPP in 2003
were primarily focused on meeting
the budgeted GPW volumes and the
required structure of the portfolio.

(]
The year 2003 brought the highest
increase of gross premium written vo-
lume in the history of CPP; the
increase exceeded 1 billion CZK. The
final amount of 3.049 billion CZK
represented 46.4% increase in com-
parison with 2002. The
company's position in the Czech insur-
ance market has been significantly
consolidated; the market share rose to
3%; CPP ranked 9th among the
largest insurance companies operat-
ing in the Czech Republic.

BUSINESS
ACTIVITY
REPORT
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CPP Portfolio Structure in 2003
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Development in the Area of Products

2003 was clearly a year of many
innovations and changes in CPP pro-
duct range. We have focused on
launching competitive products and
adapting existing ones to the current
market conditions, including neces-
sary changes associated with the
accession of the Czech Republic to
the EU. Increasing customer’s
demand was carefully evaluated and
implemented into products and pro-
cedures.
o
Complete innovation was carried out
in the commercial property insurance
sector. Changes of the General and
Supplementary Insurance Terms and
conditions for PC Insurance were
aimed to increasing client’s demands.
The modifications were aimed to
improve competitiveness of the new
products, and to utilize the expertize
gained during previous year floods
experience. Underwriting discipline
has significantly improved.
o

With this step, we have also respon-
ded to the legislative changes of
Czech insurance business, especially
in connection with the accession of
the Czech Republic to the EU, in
order to meet all the necessary requi-
rements of the EU. At the end of
2003, the Non-life Product Develop-
ment Department also started wor-

king on changes in the personal pro-
perty insurance, travel insurance and
also proceeded to prepare a comple-
tely new product in the area of the
transport companies financial liability.

Motor Insurance in 2003
There was a great expansion and
dynamic development in motor insur-
ance, especially in the area of the
motor third party liability insurance
(MTPL), during 2003.

o
MTPL insurance most significantly con-
tributed to the overall growth of CPP in
2003; more than 80% increase was
recorded in comparison with 2002.

([
In March 2003, new, attractive and
fully competitive products called
SPECIAL and SUPER were launched.
With their quality, these products
ensured steadily rising sales of poli-
cies and client satisfaction. With new
indemnification limits, they comfort-
ably met the conditions announced
by the European Union. The compa-
ny's po-licy concerning bonuses was
transparent and easy to understand
especially for clients with claims-free
record in the previous insurance his-
tory. Seasonal and temporary policies
were sold as a supplement to these
products.
The quality of the MTPL products is

BUSINESS
ACTIVITY
REPORT



efcrpr

BUSINESS
ACTIVITY
REPORT

significantly supported not only by rel-
ative simplicity, but also automated
processing of policies to the business
system. These factors allow smooth
sales not only at CPP’s own sales
points, but also allowing the inter-
active Internet entry as well as uti-
lization of the broad networks of our
strategic partners, including Czech
Post (Ceska posta), HVP, VZP and
brokers and other acquisition compa-
nies. In addition to the above, signif-
icant volume of motor insurance
sales is brought every year by large
network of used car dealers through-
out the Czech Republic. The range of
the services offered with MTPL, was
constantly growing.
o

Very important factor are automatic
assistance services provided by AXA
ASSISTANCE CZ, the Czech branch of
the AXA ASSISTANCE global group.
The assistance services are provided
not only for typical products like Trav-
el Insurance, but also for MTPL (with
communication in the Czech language
worldwide) and consist of pretravel,
legal administrative, technical and
medical assistance. Technical assis-
tance is provided not only during acci-
dent but also for vehicles with a
mechanical defect or failure. With
respect to their scope, these supple-
mentary assistance services can be
regarded as above-standard services.
The driver's seat was also automatically
insured under motor casco insurance.

For the next year CPP is preparing
additional protection in the area of
legal assistance.

[
The mentioned transparent bonus
policy, the aditional coverages, assis-
tance services and quality under-
writing are clear winning points in
motor insurance. Obligatory inspec-
tions of the insured vehicles by Cebia
company substantially reduced the
risk of insurance frauds.

([
Positive development of car fleet
insurance was made possible prima-
rily by increasing the flexibility of this
product and adapting the coverage to
individual customers requirements.
This policy was reflected in winning
several government tenders for fleets.

([
The claims settlement process has been
fundamentally changed in order to
reduce the total period of claims settle-
ment and to provide insured with pro-
fessional and timely claims settlement.
CPP is using decentralized claims
process and with implementation of an
interactive access to the claims soft-
ware CPP significantly managed to
shorten the settlement period. Claims
processing at the Regional Headquar-
ters was welcomed by clients and influ-
enced new sales as well.
Implementation of new policy ma-

nagement system allowed real time
processing of policies and related
transactions.




Life Insurance in 2003

With its offer of life, accident and
medical insurance products, Ceska
podnikatelskd pojistovna helps to
consolidate the social security of citi-
zens, their saving behaviour and

financial security. The life insurance
products are fully build on the
income tax policy of the state and
allow the insured persons to enjoy all
available tax exemptions.
o

Successful financial investment ma-
nagement during 2003 allowed to
add a high 5% appreciation to the
capital value of the clients' life insur-
ance policies and a 4% field to the
reserve of special insurance premi-
ums. The said appreciation of finan-
cial assets is managed fully in accor-
dance with strict insurance regulation
and the intention to achieve maxi-
mum results for our insureds.

New Products

During 2003, CPP prepared number
of new products responding to
increasing client requirements and
reflecting new legislative changes.
Since 2003 all life products guaran-
tee a technical interest rate 2.4 %.
The life insurance product innovation
is also following latest market trends.
They are simple and easy to under-
stand, designed to great variability in
order to meet demand from all levels
of our client base.

In addition, a new system of group

life and social-medical insurance

covers for companies was improved.

These products are used for cross-

selling activities. During 2003 CPP

has launched the following life insur-
ance products:

e Ekonomik - life insurance combi-
ned with a savings scheme
This is a simple product where the
savings scheme component predo-
minates.

e Life insurance with Filip PLUS
including a broad range of insu-
rance coverage:

- capital insurance for both adults
and children

- pension insurance
risk insurance for the event of
death

- three variants of credit insurance

This is a comprehensive choice of life

insurance products. The insurance

coverage can be extended to include
personal accident or supplementary
medical-social insurance or supple-
mentary waiver of premium insurance

e Life insurance with Filip Variant

- prepared in cooperation with
MSBI

This is variable life insurance, which
respects the client's needs in every
period of their lives.
For insurance products with a savings
scheme component, tax exemptions
can be utilized by both individuals
and corporation.

o

BUSINESS
ACTIVITY
REPORT
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Commercial Property and Casualty
Insurance
In 2003, CPP has succeeded in
dynamic development of the commer-
cial PC insurance. CPP has reached
the highest premium volume in its his-
tory, which strengthened stable mar-
ket position. The year-on-year
increase in the amount of premiums
written in 2003 was more than 100%
in comparison with 2002. The premi-
ums written amounted to 248,779
thousand CZK as of 31 December
2003.

o
This undoubtedly extraordinary result
was achieved primarily through the
CPP's sales strategy in the commercial
insurance segment. This strategy is
based on the practice of using insur-
ance brokers with industry-specific
expertise to acquire the contracts. The
fact that the business relations with
large international groups and local
broker companies have been consid-
erably consolidated and extended has
been reflected in an increase of the
acquired insurance contracts and con-
sequently in an increase in the premi-
um received.

o
Another reason for the increase in the
clients' interest in this type of insur-
ance is the broad range of insurance
coverage offered by CPP and, above
all, the individual approach applied in
creating insurance programmes tai-
lored to the needs of the clients in

what is known as ,Customized
Insurance”.

o
The range of insurance coverage is
also related to the reinsurance pro-
gramme of CPP, which was created
in 2003 with highly above-standard
terms with respect to the Czech
insurance market; the levels of
underwriting limits were consider-
ably increased as compared with the
previous periods and were also divid-
ed according to the risk activities.

(]
In 2003, we have also been success-
fully developing the area of co-insu-
rance of the ,large risks” where we
have established cooperation with all
major insurers through broker com-
panies.

([
At the same time, advantageous pro-
grammes have been prepared for
specific target groups of clients,
specifically insurance for public insti-
tutions such as hospitals, towns,
municipalities, regions, etc. as well
as insurance for private sector, espe-
cially in engineering industry, metal-
lurgy, food industry. The prepared
programmes also included coverage
for operators of residential and office
buildings.

Personal Property and Casualty

Insurance
Ceskd podnikatelska pojistovna, a.s.
offers  comprehensive household




insurance, reliable insurance protec-

tion of real estates (buildings) and lia-
bility insurance for the event of dam-
age being caused to any third party
through the client’s omission or neg-
ligence.
The scope of insurance is composed
by means of what is known as a
,modular system”, which means that
the clients are able to choose, at their
discretion, the type and scope of
insurance, which will best meet their
individual insurance needs.

([
In 2003, the company’s management
made a strategic decision on what is
known as Accelerated Claims settle-
ment, which is a procedure applied
when insurance claims arising from
property insurance and liability
insurance are to be settled.
In premiums written, a 38.3%
increase in property insurance and a
169.7% increase in liability insu-
rance have been achieved in com-
parison with 2002.

Travel Insurance in 2003

Travel insurance in 2003 has main-
tained its market position and a slight
increse in premiums written was
achieved in comparison with 2002.
In 2003, the quality of travel insu-
rance was improved by including

quality assistance services provided
by Axa Assistance CZ.
[

Another innovation, which helped to

increase the premiums written, was
the advantaged offer of family insu-
rance packages during the vacation
season.
([

Travel insurance was sold just as in the
previous years, in cooperation with
the General Health Insurance Compa-
ny (VZP CR) through its branch offices
and agencies. Other sales channels
are CPP's own branch offices, travel
agencies and the interactive Internet
portal where a significant 45% sales
increase was recorded.

Travel Agency Bankruptcy protec-
tion

In connection with the fact that the
pool for insurance of guarantee
payable upon bankruptcy of a travel
agency was terminated as of 31
December 2003, we have included
insurance of guarantee payable upon
bankruptcy of a travel agency in our
product portfolio. The insurance con-
tracts acquired at the end of 2003
will be reflected in the results for the
next year.

BUSINESS
ACTIVITY
REPORT
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Development of the premiums written

MPTL
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Overview of the Insurance Products of Ceska podnikatelska pojistovna

Motor Car Insurance

© Motor third party liability insuran-
ce (MTPL):
SPECIAL - cost-effective and high
quality insurance
SUPER - high-quality and com-
plete insurance

* Motor hull insurance
ALL RISK - complete insurance
ACCIDENT + NATURAL DISASTER
THEFT + NATURAL DISASTER

Commercial Property and Casualty

Insurance

© Natural disaster insurance

© Insurance against theft

e Insurance against intentional
damage to or destruction of pro-
perty (vandalism)

e Glass insurance

e Insurance against damage to or
destruction of the content of a ref-
rigerator

e Machinery insurance

© Insurance of electronics




* Insurance of exhibitions and fairs
© Insurance of travel agencies

e Insurance against constructional
and assembly risks

* Insurance against interruption or
limitation of business operation
due to fire

e Public liability insurance

© Product liability insurance

© Insurance against the liability for
damage caused by
company’s management (D&O)

o Liability insurance of insurance
broker companies

e Professional liability insurance

© National transport insurance

o International transport insurance

© Road carrier liability insurance

o All-risk insurance

CPP, a.s. also offers insurance against
commercial risks (i.e. commercial and
industrial insurance) through a product
known as a general universal product,
which provides a very broad insurance
protection and allows for forming an
insurance contract on an individual
basis according to the client's specific
needs and requirements.

Personal Lines and Life Insurance
o Life insurance with Filip Plus

* EKONOMIK - life insurance com-
bined with a savings scheme

o Travel Insurance

° Accident insurance
° Supplementary medical insurance
from VZP CR

Personal Property Insurance

* Household insurance

e Insurance of real estates (buil-
dings)

* Holiday household insurance

° Holiday real estate insurance

* Insurance of a tombstone, grave
accessories and liability for loss to
the owner of a tomb stone and
grave accessories

Liability Insurance

e Insurance against the liability of
a private person for damage ari-
sing from activities in everyday
private life

e Insurance against the damage lia-
bility of an owner, holder, lessee
or an administrator of a real estate

° Hunting liability insurance

° Insurance against the damage lia-
bility of an owner or operator of
a vessel

e Insurance against the liability for
damage caused to an employer
during performance of job

e Insurance against the damage lia-
bility of an owner or caretaker of
an animal

BUSINESS
ACTIVITY
REPORT
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Internal Processes

From the beginning of 2003, Ceska
podnikatelska pojistovna was under-
going significant internal changes,
driven by internal processes, improve-
ment needs in order to secure higher
quality service for all clients.
o
The very first important project in this
effort was the organizational struc-
ture change resulting in clear distri-
bution of responsibilities and simpli-
fication of work procedures. New
divisions with enhanced specializa-
tion of operational employees are
dealing with life, non-life and auto-
mobile products. Work cycle is man-
aged as continuous process. Thus,
improved transparency of the work
processes as well as clearly defined
responsibilities and powers of specif-
ic executives have been achieved. It
is also important that life insurance
and non-life insurance has thus been
organizationally separated within the
meaning of the valid laws, which
contributes to enhanced security of
the entrusted finances from the
clients’ point of view.
o

Another important event was the
modification of the management
documents system, which has result-
ed in improvement of the internal
processes. All the basic work flows
are now described in internal ma-

nagement documents, which are

constantly updated when necessary.
In connection with the creation of
this system, the company’s internal
control system and anti-fraud activi-
ties were further consolidated.

[
The legal service focused primarily
on strict compliance with the valid
law in relation to the company’s
clientele as well as in relation to busi-
ness partners. All the company’s
internal documents, the standard
forms of insurance contracts, the
insurance terms as well as business
contracts are examined by the legal
department and modified according
to its opinion so that the company
acts in accordance with the laws of
the Czech Republic and in accor-
dance with good morals.

o
Human resources management is
focused on quality employee recruit-
ing and training programs in order to
secure the quality of services for
clients. In 2003, employees partici-
pated in various forms of training in
700 cases. At the same time, the HR
department ensures the care provid-
ed for the staff including medical
care, recreational  possibilities
extended vacations and other
employee benefits.

[
The year 2003 was also characteri-
zed in CPP by emphasis on high




quality communication with clients

as well as with the market. Approxi-
mately 62,000 questions submitted
over the phone and 8,500 enquiries
via e-mail were processed. Quality
and timely response to customer's
inquiries is one of the key success
elements.
o

In 2003, the priority for IT depart-
ment was to support sales activities

by flexible system implementation of
new products, ensuring data trans-
parency by new data warehouse
project, development of web based
technologies, especially in the area
of new on-line products. Process
automation and reduction of manual
work was another important area, as
well as elimination of security risks.

Sponsoring and Loss Prevention Activities

Ceska podnikatelska pojistovna, a.s.
is aware of its social responsibility
and supports projects beneficial to
the entire society, focused on pre-
venting occurrence of losses, devel-
opment of healthy lifestyle, culture,
support of young people and human-
itarian activities.
o

The major sports activities include
long-term cooperation with Martin
Doktor, a canoeist, the football team
of FK Marila Pfiibram, the volleyball
team of Dukla Liberec and The First
Czech Lawn Tennis Klub Praha. CPP
is also a general partner of the Czech-
Moravian Football Union in a project
designed for junior football players
,CPP junior extra league”. Together

with VZP, we are a long-term general
partner of the Czech Runner Cup,
within which non-contesting runs for

health, in which the general public
participates, take place.
[
In the area of culture, CPP is the gen-
eral partner of the Ta Fantastika the-
atre, we support Talich’s Chamber
Orchestra, the Orchestra of Vaclav
Hybs and we cooperate with the
company Medea Kultur - specialized
events for the CR Police, fire
brigades, etc.
o

In the area of humanitarian and
educative activities, CPP supports the
activities of the public benefit com-
pany Podand ruka - Childhood
Without Injuries Mission; the com-
munication programmes of the com-
pany Medea Kultur - Stop to Drugs.
Thanks to a joint project of CPP, VZP
and HVP, a TV series called ,First
Aid” was made. It is a 26-episode
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series of ten-minute, popular-educa-
tional programmes featuring topics
on first aid.

o
CPP is the general partner of the CR
Mountain Rescue Service, the Water
Rescue Service of the Czech Red

Cross; other activities of CPP include
support of medical facilities and

cooperation with the Union of the
Handicapped. CPP is very proud of
its cooperation with handicapped
people by providing job opportuni-
ties in the area of policy processing.




In 2003, Ceska podnikatelska po-
jistovna made an after-tax profit
amounting to CZK 66.827 million.
New BDO auditors approved compa-
ny's annual books.

(]
During the year 2003, the assets and
liabilities of CPP increased by more
than CZK 800 million from CZK
2.008 billion to CZK 2.808 billion.
The growth of the company has
significantly  in
enhancement of the company’s tech-

resulted  most

nical reserves, which have increased
by more than half a billion of CZK.
o
During the last year, the CPP share-
holders increased the company’s reg-
istered capital from CZK 300 to CZK
560 million.
o
Ceskd podnikatelskd pojistovna had
high-quality reinsurance for all major
risks. The reinsurance programme
was designed as a conservative one
and was placed through renowned
reinsurance brokers Heath Lambert
and J. Van Breda. The reinsurance

programme for non-life insurances
was covered by renowned reinsurers
with a high rating such as Gothaer,
GE Frankona, Converium, Munich
Re, Odyssey Re and others. In the
area of life insurance, Converium
was the sole reinsurer.

During 2003, there was a more inten-
sive exchange of experience and
information with the reinsurers in all
areas of the company’s activities and
the favorable result was that the rein-
surers have become more interested
in cooperating with CPP.

o

For the year 2004, we have succeed-
ed in negotiating still another
improvement in the terms of the rein-
surance contracts, especially an
increase in the obligatory reinsurance
capacities for property insurance and
a substantial decrease in the prices of
non-proportional obligatory reinsur-
ance coverage. The group of reinsur-
ers has been extended to include
additional renowned reinsurers and

the credit risk arising from reinsur-
ance operations was thus minimized.
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BALANCE SHEETS AS OF 31 DECEMBER 2003
(IN THOUSAND CZK)

Ceska podnikatelska pojistovna, a.s. Company Registration Number: ID No. 63998530
Registered Office: Sphere of Business: Insurance business
Budgjovicka 5, 140 21 Praha 4 Date of Financial Statement: December 31, 2003

2002 2003 2003 2003
Net amount ~ Gross amount  Adjustment ~ Net amount
CZK’000 CZK’000 CZK’000 CZK’000
A. Receivables for subscribed capital 0 137 000 0 137 000
B. Intangible assets, of which: 12 072 48 525 -21 769 26 756
C. Financial investments 1019 877 1567 692 0 1567 692
Ill.  Other financial investments 1019 877 1567 692 0 1567 692
1. Shares and other debt securities with variable yield,
other participating interests 84 378 82 185 0 82 185
2. Bonds and other debt securities with fixed income 447 713 761 759 0 761 759
3. Financial placements in investment associations 31317 29 816 0 29 816
6. Deposits with financial institutions 456 469 693 932 693 932
E. Debtors 590 806 741 316 -110 585 630 731
I. Receivables arising out of direct insurance 260 326 511 862 -105 894 405 968
1. Due from insured 259 457 510 206 -105 894 404 312
2. Due from intermediaries 869 1656 0 1656
Il. Receivables arising out of reinsurance operations 187 139 206 776 206 776
Ill.  Other receivables 143 341 22 678 -4 691 17 987
F. Other assets 49 447 86 207 -44 154 42 053
I. Tangible fixed assets other then land buildings and inventories 46 936 83 082 -44 154 38928
Il.  Cash and cash on accounts with financial institutions 2 511 3125 3125
G. Prepayments and accrued income 335817 404 076 404 076
I. Accrued interest and rent 2216 2574 2 574
Il. Deferred acquisition costs 328 223 367 159 367 159
a) In life insurance business 210 434 207 208 207 208
b) In non-life insurance business 117 789 159 951 159 951
Ill.  Other prepayments and accrued income 5378 34 343 34 343

a) Estimated receivables 265




BALANCE SHEETS AS OF 31 DECEMBER 2003
(IN THOUSAND CZK)

Ceska podnikatelska pojistovna, a.s.
Registered Office:
Budéjovicka 5, 140 21 Praha 4

Company Registration Number: ID No. 63998530
Sphere of Business: Insurance business
Date of Financial Statement: December 31, 2003

2002 2003 2003 2003
Net amount  Gross amount  Adjustment  Net amount
CZK’000 CZK’000 CZK’000 CZK’000
CLABILITES
A. Equity 85 377 440 203
I.  Share capital 300 000 560 000
IV. Other equity reserves 161 992 189 991
V. Reserve fund and other funds from profit 248 248
VI. Reserve fund and other funds from profit or accumulated
losses of prior period -10 626 -376 863
VII. Profit or loss of the current period -366 237 66 827
C. Technical reserves 1031 852 2 308 707 -732 042 1576 665
1. Reserve for unearned premiums 168 184 502 920 -207 012 295 908
2. Life insurance reserve 439 855 709 927 709 927
3. Reserve for outsanding claims 198 133 719 194 -520 246 198 948
4. Reserve for bonuses and rebates 4164 7 948 7 948
5. Equalization reserve 32103 60 261 60 261
6. Non-life insurance reserve 0 9 567 -4 784 4783
7. Other technical reserves 189 413 298 890 298 890
G. Creditors 516 484 492 183
I. Payables arising out of direct insurance 84 093 20 596
Il. Payables arising out of reinsurance operations 264 565 390 991
IV.  Amounts owed to credit instiutions, of which: 18 000
V. Other payables, of which: 149 826 80 596
a) taxliabilities and payables due to social security 8 030 9 533
H. Accruals and deferred income 374 306 299 257
I. Accruals and deferred income 368 678 294 848
Il.  Other, of which: 5628 4 409
a) estimated liabilities 5628 4 409




PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 DECEMBER 2003
(IN THOUSAND CZK)

2003 2003 2003 2002
Base Subtotal Result Result
CZK’000 CZK’000 CZK’000 CZK’000
1. Earned premiums, net of reinsurance: X X X X
a) Gross written premiums 2 249 822 X X X
b) Outward reinsurance premiums 993 689 1256133 X X
¢) Change in the gross provision for unearned premiums (+/-) -143 340 X X X
d) Change in the provision for unearned premiums,
reinsurers share (+/-) 22 858 -120 482 1135651 611 636
2. Allocated investment return transferred from
the non-technical account X X 3697 16 468
3. Other technical income, net of reinsurance X X 141 243 46 703
4. Claims paid, net of reinsurance: X X X
a) Claims paid: X X X X
aa) Gross amount 1043 241 X X X
ab) Reinsurers share 578 556 464 685 X X
b) Change in the provisions for outstanding claims (+/-): X X X X
ba) Gross amount 103 532 X X X
bb) Reinsurers share -94 268 9 264 455 421 404 945
5. Change in the other technical reserves, net of reinsurance (+/-) X X -114 276 -37 696
6. Bonuses and rebates, net of reinsurance X X 3048
7. Net operating expenses: X X X X
a) Acquisition costs X 523 598 X X
b) Change in deferred acquisition costs (+/-) X 42 162 X X
¢) Administrative expenses X 224 813 X X
d) Commission from reinsurers and profit participations X 290 532 415717 357 253
8. Other technical expenses, net of reinsurance X X 209 016 117 347
9. Change in the equalization provision (+/-) X X -28 157 -11 993
10. Result for the technical account - non-life insurance X X 54 956 -254 427

1. Earned premiums, net of reinsurance: X X X X
a) Gross written premiums X 786 053 X X
b) Outward reinsurance premiums X 4 643 X X
¢) Change in the reserve for unearned premiums, net of reinsurance (+/-)  x -7 241 774 169 679 370
2. Income from financial investments: X X X X

a) Income from participating interests, with a separate indication

of that derived from controlling influence X X X
b) Income from other investments, with a separate indication

of that derived from controlling influence X X X X




PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 DECEMBER 2003
(IN THOUSAND CZK)

2003 2003 2003 2002
Base Subtotal Result Result
CZK’000 CZK’000 CZK’000 CZK’000

ba) Income from land and buildings X X X
bb) Income from other financial investments 24 199 24 199 X X
c) Value adjustments of financial investments X X X
d) Income from disposal of financial investments X 94 582 118 781 104 209
3. Unrealised gains of financial investments X X 4
4. Other technical income, net of reinsurance X X 1957 923
5. Claims incurred, net of reinsurance: X X X X
a) Claims paid: X X X X
aa) Gross amount 195 371 X X X
ab) Reinsurers share 990 194 381 X X
b) Change in the provision for outstanding claims (+/-): X X X X
ba) Gross amount -11 109 X X X
bb) Reinsurers share 1030 -10 079 204 460 120 856
6. Changes in other technical provisions, net of reinsurance (+/-): X X X X
a) Life insurance provisions: X X X X
aa) Gross amount -270 072 X X X
ab) Reinsurers share 0 -270 072 X X
b) Other technical provisions,net of reinsurance X -3769 -273 841 -320 912

7. Bonuses and rebates, net of reinsurance X X

8. Net operating expenses: X X X X
a) Acquisition costs X 241 308 X X
b) Change in deferred acquisition costs (+/-) X 41 664 X X
c) Administrative expenses X 49 639 X X
d) Reinsurance commissions and profit participation X 2 053 247 230 281 382
9. Expenses connected with financial investments: X X X X
a) Investment management charges, including interest X 8577 X X
b) Value adjustments of financial investments X X X
c) Book value of disposed financial investments X 99 102 107 679 93 407
10. Unrealised losses on financial investments X X 17

11. Other technical expenses, net of reinsurance X X 40

12. Allocated investment return transferred to the non-technical account  x X

13. Sub-total for the technical account for life insurance X X 61 657 -32 068




PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 DECEMBER 2003
(IN THOUSAND CZK)

2003 2003 2003 2002
Base Subtotal Result Result
CZK'000 CZK'000 CZK’000 CZK'000
1. Result for the technical account - non-life insurance X X 54 956 -254 427
2. Result of the technical account - life insurance X 61 657 -32 068
3. Income from financial investments: X X X X
a) Income from participating interests, with a separate indication
of that derived from controlling influence X X X
b) Income from other investments, with a separate indication
of that derived from controlling influence X X X X
ba) Income from land and buildings X X X
bb) Income from other financial investment 24 602 24 602 X X
¢) Value adjustments of financial investments X X X
d) Income from disposal of financial investments X 94 793 119 395 109 846
4. Allocated investment return transferred from
the technical account for life insurance X X
5. Investment expenses and charges: X X X X
a) Investment management charges, including interest X 8 576 X X
b) Value adjustments of financial investments X X X
c) Book value of disposed financial investments X 107 121 115 697 97 220
6. Allocated investment return transferred to
the technical account for non-life insurance X X 3697 16 468
7. Other income X X 1 660 499 345
8. Other expenses X X 5254 542 016
9. Tax on profit/(loss) on ordinary acrivities X X 1011 146
10. Profit or loss on ordinary acivities after tax X X 112 009 -333 155
11.  Extraordinary income X X 44 890 57 253
12. Extraordinary expeses X X
13. Extraordinary profit or loss X X 44 890 57 253
14. Income tax on extraordinary activities X X
15. Other taxes not shown under the preceding items X X 292 294

N |
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REPORT OF THE SUPERVISORY BOARD OF CESKA PODNI-
KATELSKA POJISTOVNA, A.S.

During 2003 year, the Supervisory Board of Ceska podnikatelska pojistovna,
a.s. (hereinafter only ,the Company”) supervised the exercise of functions by
the Board of Directors and the Company's commercial activities, in accor-
dance with the relevant provisions of the Commercial Code.

The Supervisory Board reviewed the annual financial statements as of Decem-
ber 31, 2003, upon being presented with all the necessary particulars required
by the provisions of Act No. 563/1991 Coll., the Accounting Code, as amend-
ed. During the audit, the Supervisory Board relied on the documentation sub-
mitted and information acquired over the period of its supervisory activities for
the Company. Before arriving at its standpoint, the Supervisory Board took into
consideration the Auditor's Report dated June 23, 2004, for the accounting
period from January 1 to December 31, 2003.

All the materials submitted to the Supervisory Board and own findings of the
Supervisory Board indicate that, in the year 2003, the Company’s financial
statements complied with current legislation and accounting methods and the
Company conducted commercial activities in adherence to legal regulations
and the Company’s Statutes.

The Supervisory Board recommends to the General Meeting to approve the
annual financial statements as at December 31, 2003, and to use profit for
obligatory allocation in the reserve fund and for the settlement of accumula-
ted losses of prior periods.

Prague, June 30, 2004

Representing the Supervisory Board
Ing. Petr Kachlik
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Report on the Relations between a Controlling Party (SPGroup, a.s.)
and Ceska podnikatelska pojistovna, a.s. As a Controlled Party

Company name

Registered office

ID Number

Core business

Burzovni spole¢nost Masarykovo nabiezi 28 47 11 60 72 Securities dealer
pro kapitalovy trh, a.s. 110 00 Praha 1
M & A Service, a.s. Masarykovo nabiezi 63 07 80 23 Mergers and acquisitions
28110 00 Praha 1
Podnikatelskd komundlni, a.s. Masarykovo nébiezi 28 61 86 02 04 Management of the company’s
110 00 Praha 1 own real estate
Gallery MYSAK, a.s. Vodi¢kova 710/31 6399 97 31 Management of the company’s
Praha 1 own real estate
AP Ceram, a.s. Management of the company’s
(formerly MYSAK, a.s.) own real estate
Ceska podnikatelskd pojistovna, a.s.  Budgjovicka 5/64 63 99 85 30 Universal insurance company
140 00 Praha 4
Capital Management Company, a.s.  Budéjovickd 5 63 07 99 92 Capital company
140 00 Praha 4
Jitka, a.s. 37701 Jindfichtv Hradec 1350 29 05 Textile production - cotton fabrics
Sroubérna Zatec, a.s. Purkyného 1161 49 90 35 27 Production of connection materials
438 42 Zatec
Elektroporceldn Louny, a.s. Postoloprtska 2685 49 90 25 21 Production of insulators
440 15 Louny
Obchodnf tiskarny Kolin, a.s. Plynarenskd ulice 00 01 37 90 Printing production
Kolin IV and production of packaging
SPG Investment Limited ISFC HouselSFC,
Custom House Quary
Dublin 1 Ireland Capital company
Ceska podnikatelskd pojistovna, SR RuZova dolina 6 3584 06 76 Insurance company

821 08 Bratislava

During the last accounting period, the
following agreements between con-
trolling and controlled parties have
been concluded (have been in effect):

A. A controlling party versus a con-
trolled party

° An amendment to a management
contract, specifying the goals and
tasks of CPP a.s. and the amount of

the fee (the management contract

entrusts the management of CPP to
SPGroup a.s., which ensures man-
agement of CPP at its own expense)

An insurance contract on insurance
of motor vehicles (compulsory
motor liability insurance and colli-
sion insurance)

An insurance contract on travel
insurance covering business trips

abroad

B.Mutual agreements among con-
trolled parties

° Insurance contracts covering dam-
ages have been concluded with the
following parties:

1. damages to property:

* Jitka, a.s.

© Obchodni tiskarny Kolin, a.s.

* Elektroporcelan Louny a.s.

* AP Ceram (formerly Mysék, a. s.)




2. compulsory motor liability insurance:
* Elektroporceldn Louny, a. s.
* Jitka, a. s.
© Obchodni tiskarny Kolin, a. s.
* Sroubdrna Zatec, a. s.
([

The following parties received indem-

nification under insurance contracts:
thousand CZK

e Jitka, a. s. 92

* Sroubdrna Zatec, a. s. 20

¢ Obchodnitiskarny Kolin, a.s. 841
o

The following was concluded with Bur-
zovni spole¢nost pro kapitélovy trh, a.s.:
* An amendment to a portfolio man-

agement contract specifying the fee

for portfolio management
o

The following was concluded with
Capital Management Company, a.s.:
A loan agreement on a loan

amounting to 18,000 thousand
CZK; the term of the agreement was
from 23/12/2002 to 12/02/2003
As of 29/12/2003, CMC has
become a party controlling CPP;
see the other legal acts.

o

The following was agreed with
Obchodni tiskarny Kolin, a.s.:
© Printing services worth a total of

1,463 thousand CZK.
([

The following was agreed with Elek-
troporcelan Louny, a. s.:

* Production of advertising and pro-
motional items worth a total of
2,985 thousand CZK.

The controlled party provided the
controlling party with the following:
* Payment was made under a man-
agement contract (the management
contract entrusts management of
CPP to SPGroup a.s., which
ensures management of CPP at its
own expense)
The contracts have been entered into
on usual terms and conditions and
no controlled party suffered any
detriment under the said contracts.
o
Legal acts performed on behalf of the
other controlling and controlled par-
ties
° No legal acts have been per-
formed.
o
Measures that have been taken by
the controlled party at the instigation
of the other controlled and control-
ling parties:
* No measures have been taken.
o
Other legal acts:
As of 29/12/2003, Capital Manage-
ment Company, a.s. acquired 3,000
book-entry shares and an interim cer-
tificate substituting for 950 shares in
CPP, a.s. from SPGroup a.s. As a result
of this act, Capital Management Com-
pany, a.s. has become the sole share-
holder of CPP, a.s. As of 18/03/2004,
Capital Management Company, a.s.
has paid up 137,000 thousand CZK of
the increased registered capital.
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CONTACTS

List of Regional Headquarters

CPP Head Office

Budégjovicka 5

140 21 Praha 4

Infolinka: 261 126 116
Internet: www.cpp.cz
E-mail: pojistovha@cpp.cz

Regional Directorate Prague
Region Praha 4, 140 21
Budéjovicka 3a

tel.: 261 122 633, 261 112 278

Regional Directorate

Central Bohemia Region

Praha 2, 120 00

Korunni 26/929

tel.: 222 511 702, 222 510 267

Regional Directorate South Moravia
Region Brno, 602 00

Lidicka 77

tel.: 541 233 154, 541 210 062

Regional Directorate South Bohemia
Region Ceské Bud&jovice, 370 01
Dvotdkova 6

tel.: 386 360 268, 386 351 941

Regional Directorate Vysocina
Region Jihlava, 586 01
Romana Havelky 4957/5b
tel.: 567 306 921

Regional Directorate Karlovy Vary
Region Karlovy Vary, 360 05
Majakovského 29

tel.: 353 563 902, 353 408 112

Regional Directorate Hradec Kralové
Region Hradec Kralové, 500 02
Skroupova 441/9

tel.: 495 220 650, 495 213 747

Regional Directorate Liberec
Region Liberec, 460 01
T¥ida 1. maje 863/9

tel.: 482 711 630

Regional Directorate Olomouc
Region Olomouc, 779 00
Litovelska 17

tel.: 585 413 930, 585 413 970

Regional Directorate Moravia Silesia
Region Ostrava, 702 00

Nadrazni 66

tel.: 596 116 642, 596 123 476

Regional Directorate Pardubice
Region Pardubice, 530 02
Smilova 358

tel.: 466 613 759, 466 610 269

Regional Directorate Pilsen
Region Plzeri, 301 00
Presovska 13

tel.: 377 831 107

Regional Directorate Usti nad Labem
Region Usti nad Labem, 400 01
Hrncitska 64/4

tel.: 475 210 948

Regional Directorate Zlin
Region Zlin, 760 01
Kvitkova 476

tel.: 577 220 954

List of Branch Offices

Benesov, 256 01, Prazska 380
tel.: 317 726 541

Beroun, 266 01, Plzenska 27
tel.: 311 626 736

Boskovice, 680 01, 9. kvétna 10
tel.: 516 452 137

Brno - mésto, 612 00, Palackého ti. 95
tel.: 545 214 542

Brno - venkov, 602 00, Kapucinské nam. 14
tel.: 542 215 232

Breclav, 690 02, ndmésti T.G. Masaryka 13
tel.: 519 322 853




Ceska Lipa, 470 01, Cs. armady 1621
tel.: 487 853 984

Cesky Krumlov, 381 01, Linecka 266
tel.: 380 711 260

Décin, 405 02, Palackého 823/4
tel.: 412 532 611

Domazlice, 344 01, Vodni 31
tel.: 379 768 435

Frydek - Mistek, 738 02, ndm. Svobody 33
tel.: 558 436 796

Havli¢ktv Brod, 580 01, Bélehradska 1128
tel.: 569 420 408

Hodonin, 695 01, Narodni tfida 13
tel.: 518 342 444

Chomutov, 430 01, Skolni 999
tel.: 474 621 903

Cheb, 350 02, Kostelni 2
tel.: 354 544 944

Chrudim, 537 01, Palackého 191
tel.: 469 622 831

Jablonec nad Nisou, 466 01, Florianové 810/2
tel.: 483 319 881

Jesenik, 790 01, 28. fijna 868
tel.: 584 413 100

Ji¢in, 506 01, ndm. Svobody 10
tel.: 493 599 093

Jihlava - mésto, 586 01, Zizkova 13
tel.: 567 300 255

JindFichtiv Hradec, 377 01, Sladkova 309/I1.
tel.: 384 361 061

Karving, 733 01 Karvina I., Svatovaclavska 33
tel.: 596 320 224

Kladno, 272 01, Tyrsova 1396
tel.: 312 240 214

Klatovy, 339 01, Denisova 212/l
tel.: 376 321 122

Kolin, 280 02, Legerova 182
tel.: 321 716 931

Krnov, 794 01, nam. MinoritG 13
tel.: 554 611 747

Kromé&fiz, 767 01, Husovo nam. 535/21
tel.: 573 330 518

Liberec - mésto, 460 01, Rumunska 655/9
tel.: 486 123 495

Litoméfice, 412 01, Dlouha 33
tel.: 416 733 343

Litvinov, 436 70, DS Chemopetrol
tel.: 476 162 800

Marianské Lazné, 353 03, Ruska 608
tel.: 354 626 227

Mlada Boleslav, 293 01, T.G.Masaryka 1078
tel.: 326 722 864

Most, 434 01, Budovatelt 112/2, sportovni hala
tel.: 476 744 980

Nachod, 547 01, Plhovska 340
tel.: 491 433 168

Novy Bor, 473 01, Libereckd 68
tel.: 487 722 901

Novy Ji¢in, 741 01, Uzké 13
tel.: 556 706 765

Nymburk, 288 02, ndm. Piemyslovci 171
tel.: 325 516 370

Opava, 746 01, Hradecka 1
tel.: 553 624 989

Ostrava - Poruba, 708 00, Opavskd 823
tel.: 596 911 421

Pelhfimov, 393 01, Prazska 1739, budova VZP
tel.: 565 322 449

Pisek, 397 01, Sramkova 167
tel.: 382 217 082

Plzen-mésto, 301 00, Skupova 24,
Obchodni centrum LUNA NORD
tel.: 377 540 509

Praha 1, 111 21, Na Florenci 9
tel.: 222 323 807

Praha 5, 150 00, Smichov, J. Plachty 25
tel.: 257 319 003

CONTACTS
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CONTACTS

Praha 7, 170 00, Milady Hordkové 62
tel.: 233 380 605

Prachatice, 383 01, Pivovarska 284
tel.: 388 311 138

Prostéjov, 796 01, T.G.Masaryka 30
tel.: 582 337 735

Pierov, 750 02, Cechova 13
tel.: 581 220 273

P¥ibram 1., 261 01, nam. TGM ¢. 2
tel.: 318 627 195

Rychnov nad Knéznou, 516 01
Svatohavelska 66
tel.: 494 542 703

Strakonice, 386 01, Komenského 27
tel.: 383 323 115

Sokolov, 356 01, B. Némcové 2065
tel.: 352 374 187

Svitavy, 568 02, nam. Miru 48
tel.: 461 530 317

Sumperk, 787 01, Gen. Svobody 22/48
tel.: 583 224 827

Tachov, 347 01, Nam. Republiky 60
tel.: 374 720 543

Tabor, 390 02, Fiignerova 822
tel.: 381 252 452

Teplice, 415 01, Trzni nam. 241
tel.: 417 531 007

Trutnov, 541 01, ul. 28. ¥ijna 17
tel.: 481 322 854

Trebi¢, 674 01, Karlovo nam. 48/37
tel.: 568 843 448

Trinec, 739 61, 1. mdje 398
tel.: 558 335 700

Turnov, 511 01, Tazlerova 251
tel.: 481 322 854

Uherské Hradisté, 686 01, Na splavku 1182
tel.: 572 540 602

Usti nad Orlici, 562 01, 17. Listopadu 77
tel.: 465 526 290

Vsetin, 755 01, Na Prikopé 814/15
tel.: 571 424 733

Vyskov, 682 01, Dobrovského 3
tel.: 517 342 807

Znojmo, 669 02, nam. Svobody 16
tel.: 515 261 971

Zdér nad Sazavou, 59101, Nadrazni 19
tel.: 566 629 899
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CESKA PODNIKATELSKA POJISTOVNA, A.S.

WWW.Cpp.cZ



