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a.

VITKOVICE

BASIS OF COMPANY OPERATION

... ALL PRODUCTION AND TRADE PROCESSES IN VITKOVICE STEEL, A.S., ARE EFFECTED ENTIRELY ON A TOLLING BASIS.

OUR PARTNER OSINEK, A.S. PURCHASES RAW MATERIALS, FUEL AND ENERGY AT ITS OWN EXPENSE AND SELLS JOINTLY
MADE FINISHED PRODUCTS FOR ITS OWN BENEFIT.

VITKOVICE STEEL, A.S. CONTRIBUTES LABOR TO THE JOINT UNDERTAKING, ORDERS AND FINANCES REPAIR AND
MAINTENANCE SERVICES, USES TANGIBLE AND INTANGIBLE FIXED ASSETS, SECURES AND FINANCES SOME ADDITIONAL
OVERHEAD SERVICES AND HANDLES ALL INPUT PURCHASES AND FINISHED PRODUCTS SALES FOR OSINEK, A.S. ....




The company VITKOVICE STEEL, a.s., seated in OSTRAVA - Hulvaky, Stramberska 2871/47, 709 00, was established based
on a deed of foundation of the sole founder, VITKOVICE, a.s. The company VITKOVICE STEEL, a.s., with a basic capital of CZK 2 million,
arose upon its entry in the Commercial Register kept by the Regional Court in Ostrava on 7 March 2001, section B, entry
No. 2475.

At 1 August 2001 Division 200 - VITKOVICE Flat Products incorporating the basic production aggregates Steelworks |, Section
Rolling Mill, Two-High Rolling Mill and Four-High Rolling Mill was contributed to VITKOVICE STEEL, a.s. With the contribution of this
part of VITKOVICE, a.s., the basic capital of VITKOVICE STEEL, a.s., was increased to CZK 2.602 billion.

Based on a tender and upon the conclusion of the purchase contract dated 29 March 2002 on the purchase of 98.96% shares,
0SINEK, a.s., became the majority owner of VITKOVICE STEEL, a.s. The remaining 1.04% share interest is held by VITKOVICE, a.s.

The Board of Directors manages the activities of VITKOVICE STEEL, a.s. pursuant to the generally binding legal regulations and
valid Company articles. The Board members are: Ing. Vladimir Bail, Ph.D. (Chairman), Ing. Vratislav Vicha (Vice-Chairman) since
26 June 2002, Ing. Pavel Cimala, Ing. Zbynék Kvapik, and Ing. Jifi PoStulka (members).

The Supervisory Board is the Company’s controlling body. Since 23 May 2002, its members have been: Jifi Stanék (Chairman),
Dr. Ing. JiFi Chuchro (Vice-Chairman), Rostislav Fromelius, Ing, Pavel Makovy, Ing. Libor Novak, and Ing. lvo Stépan (members).
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. OSINEK,"A.,S. HAS BECOME THE OWNER OF
98.96% INTEREST IN THE BASIC CAPITAL
IN THE FORM OF SHARES ...
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REPORT FROM THE SUPERVISORY BOARD

Dear Shareholders,

In this past year a major change took place in VITKOVICE
STEEL, a.s. On the basis of a tender, the Company changed
the owner of its shares. Effective from 29 March 2002,
OSINEK, a.s., withits registered office at Ruska 56, land registry
No. 397, Ostrava-Vitkovice, post code 706 02, identification
No. 00012173, has become the owner of a 98.96% interest in
the basic capital in the form of shares.

1.04% of the basic capital in the form of shares is held
by VITKOVICE, a.s., with its registered office at Ruska
2887/101, Ostrava-Vitkovice, post code 706 02, Identification
No. 45193070.

This fundamental change also caused changes in the
Company’s statutory bodies, namely changes in the
Supervisory Board.

In the period from 1 January 2002 to 18 February 2002, the
Supervisory Board had the following members:

Chairman: Ing. Ladislav Kral
Members: Ing. Jan Skipala, Ph.D.
Ing. Karel Rojko
Dr. Ing. Radim Valas
Mgr. Pavlina Sklenafova
Ing. Zdenék Chladek

On 18 February 2002, the SB discussed the resignation of
Supervisory Board members Ing. Jan Skipala, Ph.D., and
Mgr. Pavlina Sklenafova. Subsequently, Mgr. Sklenafova was
charged with performing the function of Supervisory Board
secretary based on SB decision No. 8/7/02. At 22 February
2002, Mr. Rostislav Fromelius and Ing. Pavel Makovy were
elected to the Supervisory Board as employee representatives.



Based on the decision of the Company General Meeting held on 26 June 2002, Ing. Ladislav Kral, Ing. Karel Rojko, Dr. Ing. Radim
Valas and Ing. Zdenék Chladek were removed from their positions as Supervisory Board members. Ing. Jifi Stanék, Dr. Ing. Jifi Chuchro,
Ing. Ivo Stépan and Ing. Libor Novak were elected new members of the Supervisory Board.

At the extraordinary meeting of the Supervisory Board held on 7 August 2002, Ing. Jifi Stanék was elected Chairman of the Supervisory
Board, and Dr. Ing. Jifi Chuchro was elected Vice-Chairman of the Supervisory Board.

Based on decision No. 3/08/02, Ing. Bretislav Meca was elected Supervisory Board secretary.

At 31 December 2002, the Supervisory Board had the following members :

Chairman: Ing. Jifi Stanék
Vice-Chairman:  Dr. Ing. Jifi Chuchro
Members: Ing. Ivo Stépan

Ing. Libor Novak
Ing. Pavel Makovy
Rostislav Fromelius

The Supervisory Board conducted 5 meetings in 2002, all of which achieved a quorum.
At its meetings, the Supervisory Board focused mainly on the following issues:

Financial results of the Company

Sale & purchase analysis

LNM HOLDINGS due diligence

Collection of receivables

Business plan and drafting a business plan for 2003

Atits meeting held on 26 May 2003, the Supervisory Board discussed the results of the Company’s operations for 2002, including
an examination of the ordinary annual financial statements for the period and reviewed the contents of the Auditor’s Report on the
review of the ordinary financial statements issued on 10 April 2003.

At this meeting, the Supervisory Board discussed and reviewed the Board of Directors’ Proposal for the Distribution of Company
Profit for 2002 and then further reviewed the Report on Relations between a Controlling and Controlled Person and Relations
between Persons Controlled by the Same Controlling Person.
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VITKOVICE STEEL, a. s.

Dear Shareholders,

In terms of the performance of VITKOVICE STEEL, a.s., the year of
2002 was a year of stabilization of the newly established company
and of creating conditions for future economic development of this
company. | am pleased to see that the results achieved in 2002
signal our stronger position in the metallurgical product market,
both domestic and foreign. The situation in the global markets,
sharp competition, the strengthening of the Czech crown and
the necessity to cope with the contributed liability (approx. CZK
872 million at 1 August 2001) - these were all major factors that

contributed to the strengthening of our young company.

CHAIRMAN OF THE BOARD OF DIRECTORS
VITKOVICE STEEL, a. s.

Ing. Viadimir Bail, Ph. D.




The past year, which was also the first complete calendar year of the operation of VITKOVICE STEEL, a.s., was a period of
strengthening and rationalizing the company’s organizational structure, intensifying the controlling activities focused on
permanent cost reduction, and improving our employees’ qualifications. In order to achieve greater scope of activities in the
business sphere we founded a subsidiary VITKOVICE STEEL Polska Sp. z 0.0., and laid the foundations for new consignment

warehouses both at home and abroad.

The fact that both partners - the management of VITKOVICE STEEL, a.s., and the trade union - have been on amicable terms
for a long time, which is such an important factor for normal operation of the company, shows our emphasis on communication
with our employees and their motivation. Completed negotiations on the 2003 Collective Agreement through which the involved
parties agreed an optimal and reasonable program are also evidence, considering that the program was agreed upon as early as

on 20 December 2002.

In closing my short statement, | am not afraid to say that ViTKOVICE STEEL, a.s., proved by its performance that it is getting ready
for its possible sale to the final strategic investor. And | can also repeat my words from last year: A modernised production base,
ongoing technological innovation, the introduction of new information systems and the quality of our employees are attributes

which create a strong basis for the operation of VITKOVICE STEEL, a.s., in future periods.
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Cut Shapes Steelworks

Board of Directors Supervisory Board I

. ' . Finished Product
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VITKOVICE - SERVIS CENTRUM, A. S.

VITKOVICE STEEL POLSKA SP.Z 0. 0.

With substantial influence

VITKOVICE INTERNATIONAL GMBH




Vi. SELEGCTED PRODUCTION AND DELIVERY DATA (INCLUDING OSINEK, A.S.)

STEELWORKS AND ROLLING MILL PRODUCTION IN TONS
Production unit - product 2002 2001
Steelworks | - total steel 908 300 926 000

of which: slabs 858 900 875200

Ingots 49400 50800

- heat-resistant materials 197 ial

Section Rolling Mill - sections 107 094 102 853
Two-High Rolling Mill - plates 76690 97 044
Four-High Rolling Mill - plates 590 188 602 635
Cut Shapes Cost Center - cut shapes 8843 X

ROLLING MILL DELIVERIES IN TONS
Production unit - product 2002 2001
Section Rolling Mill - sections 105 647 107 093
Two-High Rolling Mill - plates 70707 98 851

- cut shapes 1722 8690
Four-High Rolling Mill - plates 542 154 615576
- slabs 43335 202
Cut Shapes Cost Center - cut shapes 8583 X
Finished Product Warehouse - sections 1641 X
- plates from Two-High Rolling Mill 1955 X
- plates from Four-High Rolling Mill 32538 X

ANNUAL REPORT 2002
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VITKOVICE STEEL, a.s.

FINISHED PRODUCTS INT GZK
Production unit - customer 2002 2001
Steelworks | total 5929740 6329 468

of which transfers to the rolling section mills 5929740 6329 468
sales to VITKOVICE, a.s 0 0
domestic & foreign sales 0 0
Section Rolling Mill total 1214520 1377488
of which transfers to other Cost Center 18 527 0
sales to VITKOVICE, as. 19 353 11474
domestic & foreign sales 1176 640 1366014
Two-High Rolling Mill total 940 328 1512 536
of which transfers to other Cost Center 72 166 0
sales to VITKOVICE, as. 80948 106 092
domestic & foreign sales 787 214 1406444
Four-High Rolling Mill total 6145 344 7318400
of which transfers to other Cost Center 445106 75686
sales to VITKOVICE, as. 182 824 350 843
domestic & foreign sales 5517 414 6891 871
Cut Shapes Cost Center total 151 811 X
of which transfers to other Cost Center 0 X
sales to VITKOVICE, as. 722 X
domestic & foreign sales 151 089 X
Finished Product Warehouse total 350922 X
of which transfers to other Cost Center 0 X
sales to VITKOVICE, as. 18 826 X
domestic & foreign sales 332096 X

Note: 2001 information is a sum of 1st-7th month of 2001 Flat Products Division and 8th-12th month of 2001 VITKOVICE STEEL, a.s.



VITKOVICE STEEL, a.s., is a manufacturer of steel and steel products. The Company ranks among Europe’s top producers of heavy
plates, and is the sole producer in the Czech Republic. A small part of heavy plate production is performed on flame-cutting machines
for cut shapes. VITKOVICE STEEL, a.s. also manufactures heavy sections; the Company holds a prominent position on the European
market in the production of sheet piles, and once again is the sole domestic producer.

The VITKOVICE STEEL, a.s., production base is divided into 6 internal cost centres. Four of these are engaged in production -
Steelworks | (2 OXYVIT converters, secondary metallurgy, pot furnace, equipment for continuous and ingot casting), Section Rolling
Mill (heavy-section rolling mill, billet mill, equipment for sheet pile pairing and a Messer-Griesheim flame-cutting machine), Two-High
Rolling Mill, Four-High Rolling Mill, and Cut Shapes Cost Center. The remaining 2 cost centres - Finished Product Warehouse and
Servicing - are of a non-production nature.

The joint undertaking - slabs, ingots, heavy sections, heavy plates and cut shapes -is born of the close symbiosis enjoyed by the two
tolling partners VITKOVICE STEEL, a.s., and OSINEK a.s. The actual history of VITKOVICE STEEL, a.s., began on 1 August 2001 while
the tolling partnerships were launched on 1 April 2000.

VITKOVICE STEEL, a.s., performs its business at its own separate account and prepares its own financial statements. All activities
are evaluated on a continuous basis by the statutory bodies - the Board of Directors and Supervisory Board. The most interesting
aspect of the year 2002 is that it was the first year in the company history that we were performing business for the whole calendar
year as an independent entity. Another interesting thing about the past year is that it had two completely different halves. In the first
half of 2002, our company suffered quite a high loss stemming mainly from the significant strengthening of the Czech crown against
the US dollar, and partly the Euro. Considering that about 70% of VITKOVICE STEEL, a.s., production is exported, the impact of the
exchange rate on the Company’s economy is extremely remarkable. In the second half of 2002, we concentrated all our efforts on
eliminating the loss of the first half of 2002. As you may observe in other parts of the Annual Report, these efforts brought very good
results in sales, added value and financial results. This success stemmed in the first place from good results in steel production,
rolling mill production, and from reducing the material and energy demands of production. There were no major breakdowns during
2002 and we are very happy to say that we did not have any fatal, mass or serious accidents. An important factor in optimizing the
company’s operation was the externalization of the operative (residual) maintenance to VITKOVICE Udrzba, spol. s r.0., the transfer of
intercompany transport to JC TRANS, spol. sr.0., and the pot economy to TEPLOTECHNA OSTRAVA, a.s.

The technology department benefited from the realization of 12 inventions inthe amount of T CZK 991 and the adoption of 11 thematic tasks.
We invested approx. CZK 70 million in the acquisition of tangible fixed assets - in order to increase the competitiveness of our products and
meet environmental requirements. We continued our co-operation with our old partner VITKOVICE - Vyzkum a vyvoj, spol. s ro. through
14 technical development tasks, expecting a benefit of CZK 15 million. We also continued with the implementation of the EMS system
aiming at getting ready for ISO 14001 certification. Sheet piles VL 601 and VL 605 were included in routine rolling. Procedures
regarding the transfer of part of the assortment of about 35,000 tons from Two-high Rolling Mill were elaborated in great detail at
Four-High Rolling Mill.

The Company’s business and marketing strategy focused on the stabilization of our portfolio in favor of our end customers belonging
to the steel and bridge building industry, shipbuilding, the construction of transporting machines and mechanical engineering. In the
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case of heavy plates sales, the supplies to the end customers represent 40%, in the case of sections it is 20%. The second category
of our customers comprises large wholesalers, i.e. vendors with warehouses. With these customers, we have concluded long-term
framework contracts. Heavy plate sales to these clients represent 55%, section sales 70%.

Information technology plays an increasingly important role in production and trade. At VITKOVICE STEEL, a.s., the backbone of
the information system comprises what is known as the Metallurgical Production Management System, which communicates with
other information systems that manage production units and with the ORACLE APPLICATION 24 hours a day, 365 days a year.
This complex information system supports and ensures all logistic and production processes as well as the economic and trading
processes of the Company from purchase order, production planning, independent management of all production processes, and
warehousing to dispatching and invoicing. Our information system communicates with our clients by providing on-line information
about a contract through the Internet interface.

The last but not least of the basic conditions that our Company must fulfil on its path to greater success is the ongoing improvement and
defence of the Quality Management System. In particular at a time of lasting metallurgy product market recession there is pressure to ensure
that quality is fixed in the heads and hands of all VITKOVICE STEEL, a.s,, employees. Every firm - and ours being no exception - must know
how to accommodate all client wishes. Apart from what has been already mentioned, in the quality area, we realized, among others, the
expansion of certification of ship plates and rolled steel from the company Lloyd’s Register of Shipping.

VITKOVICE STEEL, a.s. is obliged to present complete business results at the General Meeting in the form of annual financial
statements, which are presented on the next pages of this Annual Report. Here, therefore, we provide for the readers of the Annual
Report only the key performance indicators of VITKOVICE STEEL, a.s., as of 31 December 2002:






ANNUAL REPORT 2002

S.

a.

VITKOVICE STEEL,

Vill. BALANGE SHEET
BALANCE SHEET-LONG FORM Company‘s Name and Address:
Full scope
as at 31. 12. 2002 VITKOVICE STEEL, ass.
(rounded to the nearest ‘000 CZK) Stramberské ¢. p. 2871/47
VITKOVICE STEEL, a.s. - 31.12.2002 (in thousand Czech crowns) Ostrava - Hulvaky
Line IKF Year Month Identification Number: 70900
01 801095 2002 12 25874942
Current accounting period Prior period
MARKING ASSETS LINE Gross Adjust. Net Net
a b ] 1 2 3 4
TOTAL ASSETS 1 10067884 (6877214) 3190670 3709228
A STOCK SUBSCRIPTIONS RECEIVABLE 2
B. FIXED & FINANCIAL ASSETS 3 8666326 (6569026) 2097300 1995197
l. Instangible fixed assets 4 67 709 (66 878) 831 25
1. Intangible assets 5
2. Research and development 6
3. Software 7 66 878 (66 878) 25
4. Patents, rights and royalties 8
5. Small and other intangibles 9
6. Intangibles in progress 10 831 831
7. Advances for intangibles 1l
I, Tangible assets 12 8475450 (6396814) 2078636 1991 483
1. Land 13 387 469 (320 504) 66 965 377916
2. Constructions 14 2822127 (1244108) 1578019 1580546
3. Separate movable items and groups of movable items 15 7905118 (5059777) 2845341 3334562
4. Permanent growth 16
5. Livestock 17
6. Other tangible assets 18 39291 (38371) 920 1003
7. Tangibles in progress 19 65383 65383 61675
8. Advances for tangibles 20 7500 7500 883
9. Adjustment to purchased property 21 (2 751438) 265946 (2485492) (3365 102)
Il Long-term financial assets 22 123 167 (105 334) 17 833 3689
Majority shareholdings and participating interests
1. (shareholdings > 50%) 23 48270 (34 126) 14144
Substantial shareholdings and participating interests
2. (shareholdings of 20% - 50%) 24 74 897 (71 208) 3689 3689
3. Other long-term securities and deposits 25
4. Intergroup loans 26
5. Other long-term loans and financial assets 27
6. Financial assets in progress 28
7. Advance for long-term assets 29




MARKING
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ASSETS

b
CURRENT ASSETS
Inventory
Materials
Work-in-progress and semifinished production
Finished products
Livestock
Goods
Advances paid
Long-term receivables
Trade and other receivables
Receivables from partners and associations
Receivables from related companies
(shareholdings > 50%)
Receivables from related companies
(shareholdings of 20% - 50%)
Other receivables
Shortterm receivables
Trade receivables
Receivables from partners and associations
Receivables from social security
Receivables from taxes and subsidies

Receivables from companies (shareholdings > 50%)

Receivables from related companies
(shareholdings of 20% - 50%)

Other receivables

Financial accounts

Cash

Bank accounts

Shortterm financial assets

Shortterm financial assets in progress
OTHER ASSETS

Temporary accounts of assets

Prepaid expenses

Unbilled revenue

Contingencies - gain (Estimated prepayments)
Control number

LINE

30
31
32
33
34
35
36
37
38
39
40

41

42
43
44
45
46
47
48
49

50
51
52
53
54
55
56
57
58
59
60
61
999

Current accounting period

Gross

1
1095035
627 405
540 252
75551
7558

1131
2913
3921
3921

427908
416 280

11414
98

116
35801
167
30704
4930

306 523
289748
289554
194

16775
40254 761

(27 508 856)

Adjust. Net
2 3
(308 188) 786 847
(228 162) 399 243
(228 162) 312 090
75551
7558

1131
2913
3921
3921

347 882
336 254

(80 026)
(80 026)

11414
98

116
35801
167
30704
4930

306 523
289748
289554
194
16775

12 745905

Prior period
Net

4
1342539
652 751
528 355
91028
9268

21653
2447
27900

27900
648 837
623 245

25527

65

13 051
230

12 821

371492
370040
370040

1452
14 835 460
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MARKING
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LIABILITIES

b
TOTAL SHAREHOLDER “S EQUITY & LIABILITIES
Shareholder “s Equity
Basic capital
Basic capital
Own shares
Changes in basic capital
Capital funds
Share premium (agio)
Other capital funds
Revaluation of assets
Revaluation of merger
Funds created from profit
Legal reserve fund
Indivisible fund
Statutory and other funds
Retained earnings
Retained earnings of previous years
Retained losses of previous years
Result of current accounting period
LIABILITIES
Reserves
Legal reserves (tax-deductible)
Reserves for corporate income tax
Other reserves
Long-term liabilities
Long-term payables to related companies

(shareholdings > 50%)
Long-term payables to related companies

(shareholdings of > 20% - 50%)
Long-term deposits received
Bonds payable

Long-term notes payable

Other long-term payables
Deferred tax payable

LINE

62
63
64
65
66
67
68
69
70
7
72
73
74
75
76
7
78
79
80
81
82
83
84
85
86

87

88
89
90
N
92
93

Current period

9
3190670
2391298
2602000
2602000

(257 022)

(257 022)
46 320
764 393
78583

78583
164 229

164 229

Prior period
6
3709228
2344978
2602 000
2602 000

(257 022)
1338 649
349 839

349839



MARKING LIABILITIES LINE Current period Prior period
a h ¢ 5 6
Il Shortterm liabilities 94 521 581 988 808
1. Trade payables 95 151 394 316 037
2. Payables to partners and associations 96
3. Payables to employees 97 26 412 26290
4. Social security payable 98 15 641 15159
5. Taxes payable 99 5639 3921
6. Payables to related companies (shareholdings > 50%) 100 319183 625 354
Payables to related companies
7. (shareholdings of 20% - 50%) 101 1432
8. Other payables 102 1880 2 047
V. Bank loans and short-term notes 103 2
1. Longterm bank loans 104
2. Short-term bank loans 105 2
3. Shortterm notes 106
OTHER LIABILITIES - TEMPORARY ACCOUNTS
C. OF LIABILITIES 107 34979 25601
l. Accruals 108
1. Accruals 109
2. Deferred income 110
Il. Contingencies - loss (Estimated accruals) 111 34979 25601
CONTROL NUMBER 999 12 681 381 15068 333
Prepared on: Signature of accounting unit’s Person responsible for accounting Person respansihle for financial
10.4.2003 statutory body: (name, signature): statements(name, signature):

;’ Ing. Pavel Cimala Ing. Jana Struminska
f'- 7} .
£ ¥ : /"_
QL/L/ . /)q el W
L7
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PROFIT AND LOSS STATEMENT - LONG FORM

Full scope

as at 31. 12. 2002

(rounded to the nearest ‘000 CZK)

ViTKOVICE STEEL, a.s. - 31.12.2002 (in thousand Czech crowns)

Company‘s Name and Address:

VITKOVICE STEEL, as.
Stramberské ¢. p. 2871/47
Ostrava - Hulvaky

) o 70900
Line IKF Year Month Identification Number:
01 801095 2002 12 25874942
Reality in accounting period
MARKING TEXT LINE Current period Prior period
a b c 1 2
l. Revenues from goods sold 1 52209 5973
A Cost of goods sold 2 62750 5792
+ Gross margin 3 (10 541) 181
II. Operation 4 2037 266 1164 709
1. Revenues from finished products and services 5 2037643 1167 125
2. Changes in inventory 6 (17 187) (17 774)
3. Capitalization (of own work) 7 16 810 15358
B. Consumption from operation 8 1415678 601878
1. Consumption of material and energy 9 596 941 285927
2. Services 10 818737 315951
+ Value added 1 611 047 563 012
C. Personnel expenses 12 580019 240 114
1. Wages and salaries and earnings of partners and coop. Members 13 425577 177 225
2. Bonuses to members of executive bodies of companies and coop. 14 1975 750
3. Social insurance and other expenses 15 147 349 61629
4. Statutory social expenses 16 5118 510
D. Taxes and fees 17 3385 525
E. Amortization of intangibles and depreciation of tangibles 18 520003 189722
IIl. Revenues from intangible and tangible assets and material sold 19 44 520 11 806
F Net book value of intangibles, tangibles and material sold 20 26 126 8066
V. Reversal of reserves and prepaid expenses 21 24 486
G. Creation of reserves and prepaid expenses 22 280909
V. Reversal of provisions 23 554 295 96 146
H. Creation of provisions 24 80026 48 069
V. Other operational revenues 25 19 241 1236
I Other operational expenses 26 15625 1451
VIl.  Transfer of operational revenues 27
J. Transfer of operational expenses 28
* Net operating results 29 28405 (96 656)




Reality in accounting period

MARKING TEXT LINE Current period Prior period
a b ] 1 2
VIl Revenues from sales of securities and deposits 30
K. Sold securities and deposits 31
IX. Revenues from long-term financial investments 32
1. Revenues from securities and deposits in companies in the group 33
2. Revenues from other long-term investment securities and deposits 34
3. Revenues from other long-term financial investments 35
X. Revenues from short-term financial assets 36 58
L. Costs of financial assets 37
XI.  Revenue from revaluation of equity securities 38
M. Costs of revaluation of equity securities 39
Xl Zdctovani rezerv do finanénich vynost 40 68 930
N. Creation of financial reserves 41 39107 68930
Xl Reversal of provisions 42
0. Creation of provisions 43 14126 91208
XIV.  Interest revenues 44 1416 806
P Interest expenses 45 10277 1
XV.  Other financial revenues 46 16 788 3775
Q Other financial expenses 47 5767 4961
XVI.  Transfer of financial revenues 48
R. Transfer of financial expenses 49
* Net result from financial activities 50 17915 (160 519)
S. Dari z pfijm{ za béZnou ¢innost 51
1. -due 52
2. -deferred 53
- Net result after taxes from normal activities 54 46 320 (257 175)
XVII.  Extraordinary revenues 55 1037
T Extraordinary expenses 56 884
U. Income tax on extraordinary activity 57
1. -due 58
2. -deferred 59
* Net result from extraordinary activities 60 153
W. Income distribution to partners (+/-) 61
** Netincome (net loss) for the accounting period (+/-) 62 46 320 (257 022)
Result of operations before tax (+/-) 63 46 320 (257 022)
Check number 99 10 410 847 4 369 651
Prepared on: Signature of agcounting unit’s Person responsible for accounting Person responsitle for financial

10.4.2003 statutory body: _

(name, signature):
Ing. Pavel Cimala

statements(name, signature):
Ing. Jana Struminska
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Company name: ViTKOVICE STEEL, a.s.

Registered seat: Ostrava - Hulvaky, Stramberska ¢.p. 2871/47, 709 00
Legal form: akciova spoleCnost

Gompany identification number: 25874942

Company management on 10 April 2003 approved the Financial Statements for the year ended 31 December 2002.
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VITKOVICE STEEL, a.s. (hereinafter “the Company*) is a joint stock company, incorporated on 7 March 2001 in Ostrava, Czech
Republic. The Company’s identification number (IC) is 25874942. The Company is primarily engaged in the production and
metallurgical processing of iron and steel. The Company made no significant changes to the Commercial Register in 2002,

Shareholders who hold a 10% or greater interest in the Company’s basic capital are OSINEK, a.s. the parent company, holding

98.96%.

0SINEK, a.s is fully owned by the National Property Fund of the Czech Republic.

The Company is included in the parent company’s consolidated group.

Board of Directors
Chairman:
Vice-Chaimran:
Member:

Member:

Member:

Supervisory board
Chairman:
Vice-Chaimran:
Member:
Member:
Member:
Member:

Ing. Vladimir Bail, Ph.D.
Ing. Vratislav Vicha
Ing. Zbynék Kvapik
Ing. Jifi PoStulka

Ing. Pavel Cimala

Ing. Jifi Stanék

Dr. Ing. Jifi Chuchro
Rostislav Fromelius
Ing. Pavel Makovy
Ing. lvo Stépan

Ing. Libor Novak
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The Company is primarily engaged in:

= Production and metallurgical processing of iron and steel
= Surface treatment and welding

= Agency services in trade

= Wholesale

= Waste treatment (except for hazardous waste)

» Warehousing and handling

The Company’s main object is metallurgical production, which represents 98% of Company revenues.

The accompanying financial statements were prepared in accordance with the Czech Law on Accounting and the relevant
accounting procedures for entrepreneurs as applicable for 2002 and 2001.

A) IMPACT OF LAW ON ACCOUNTING AMENDMENTS

The impact of amendments to the Law on Accounting and to accounting procedures for entrepreneurs as of 1 January 2002 were
reflected in net profit and loss in 2002 or in shareholders’ equity as of 31 December 2002. For this reason, certain information in
the financial statements is not comparable in full.

B) INFORMATION COMPARABILITY
In connection with amendments to the Law on Accounting and to accounting procedures for entrepreneurs, the comparability of
balances has been affected in the following areas:

Balance Sheet

In previous accounting periods, the balance sheet captions “Contingencies gain/loss” included unrealized foreign exchange
rate differences. Starting in 2002, such differences are recognized/charged to income,

In previous accounting periods, the balance sheet caption “Other reserves” included reserves for unrealized foreign exchange
rate differences,

Adjustment to acquired assets reported as a general diminution in the value of company assets in 2001, was reported in 2002
as the diminution in value of those assets to which it relates as per management estimation The balance of adjustment to
acquired assets in 2002 represents a valuation difference which is not attributable to individual asset categories.



Income Statement

In previous accounting periods, extraordinary expenses and extraordinary revenues also included shortages and losses, and
differences arising from inventory counts. Starting 2002, these items are reflected in other operating expenses and revenues.

The accounting policies applied by the Company in preparing the 2002 and 2001 financial statements are as follows:

A) FIXED ASSETS ACQUIRED BY CONTRIBUTION

The Company acquired the major part of its assets through a contribution from VITKOVICE, a.s. and records these assets in
amounts corresponding to those reflected in the contributor’s books of account. The contributed fixed assets were valued at net
book values taken from the contributor’s books reduced by a correction to their realizable value determined in an expert valuation.
The expert opinion was prepared by two independent experts on the basis of the weighted average of two valuation methods -
adjusted net asset value and discounted projected earnings. The difference between this expert valuation and the net book value
of the assets as recorded in the contributor’s books is recognized by the Company as an adjustment for acquired property.

This provision represents an asset value adjustment to the realizable value recorded in the contributor’s books. It related to
individual parts of assets as follows:

in million CZK
- provision for land 3539
- provision for depreciated assets 28788
- provision for materials 2285
Total 34612

The adjustment to acquired assets adjusts the value of contributed inventories and fixed assets and is released to revenues
proportionally over 15 years. In 2001 the adjustment was not matched to the individual assets to which it related (it was reported
inone line in the balance sheet). In 2002, in order to give a more accurate presentation of the financial statements, the adjustment
has been matched with those asset items to which it relates as per a management estimate (for more details see Note 4b).

In 2002 the Company disposed of and partially sold a section mill of a blooming mill at a net book value of 88,254 T CZK. The
asset was provided for in the past in the contributor’s books and for contribution valuation purposes was valued at 40 T CZK. In
2002 the Company expensed the net book value of the asset and made an extraordinary write-off of the adjustment for acquired
property to revenues in the same amount.

The Company decided to adopt the same approach in future periods, i.e. for assets to be disposed of in 2003 (e.g. mill 450
including inventory at a net book value of 40,700 T CZK).
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B) INTANGIBLE FIXED ASSETS
Intangible fixed assets are valued at their acquisition cost and related expenses.

Small intangible items with a cost not exceeding 60 T CZK, are expensed and carried only in a subsidiary ledger in 2002.

Intangible fixed assets are amortized over their estimated useful lives.

C) TANGIBLE FIXED ASSETS

Purchased tangible fixed assets are recorded at their acquisition cost including freight, customs duties and other related costs.
Internally developed tangible fixed assets are recorded at their accumulated cost, including direct material and labor costs and
production overhead.

The costs of technical improvements are capitalized. Repairs and maintenance costs are expensed as incurred.
Small tangible items with a cost not exceeding 40 T CZK, are expensed and carried only in a subsidiary ledger in 2002.
Depreciation

Depreciation is calculated based on acquisition cost and the estimated useful life of the related asset. The estimated useful lives
are as follows:

Asset category Depreciation (in years)
Constructions 56

Of that: buildings and power engineering production halls 25

Of that: underground weak current cables 20
Machinery and equipment 9

of that tools and instruments 4

Vehicles

Fixtures and fittings 18

Software 4
Adjustment to acquired assets 15

D) FINANCIAL ASSETS
Interests and securities are valued at their acquisition cost, which includes the purchase price and direct costs related to the
acquisition.

Short-term financial assets consist of liquid valuables, cash in hand and at bank and depository notes.
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Long-term financial assets consist of shares and ownership interests.
As of 31 December 2002 investments in subsidiaries and associated companies are valued at cost.

If there is a decrease in the carrying value of long-term financial assets that are not revalued at the balance sheet date, the
difference is considered a temporary diminution in value and is recorded as a provision.

In 2001, securities, shares and interests were recorded at purchase price, i.e. excluding the related costs. However, when the
carrying value of securities, shares and interests had decreased, the difference was considered a temporary diminution in value
and was recorded as a provision

E) INVENTORY

Purchased inventory is valued at actual cost using the FIFO method and fixed costs (the acquisition cost - fixed costing ) and price
variances (variance from standard cost). Update of the standard cost is carried out twice a week.

The acquisition cost includes the purchase price and related costs (transportation costs, customs duty, commissions etc.).

Work-in-progress is valued at direct costs based on a planning calculation, which includes direct material, internally developed semi-
-finished products, direct wages and other direct expenses and, with respect to finished products, production overhead as well.

Since metallurgical production is financed by OSINEK, a.s. (see Note 3k - Recognition of revenues and expenses) the following
principles for the accounting and valuation of work-in-progress, semi-finished products and finished products were adopted. The
following items are reported in Osinek’s records:

= primary direct costs, particularly costs for materials (purchases made by OSINEK, a.s),
= primary administrative costs (overhead of OSINEK; a.s).

VITKOVICE STEEL reports a portion of costs for direct material processing, i.. a portion of labor costs and a part of other direct
costs for material processing in work-in-progress and semi-finished products.

The processing of materials and energy to finished products is governed by contracts for work that are subject to monthly billing.

Purchases are made in accordance with commercial agency contracts, sales of finished products are governed by consignment
contracts and are also subject to monthly billing.

F) RECEIVABLES

Both long- and short-term receivables are carried at their realizable value after provision for doubtful accounts. Additions to the
provision account are charged to income.



G) SHAREHOLDERS “EQUITY

The basic capital of the Company is stated at the amount recorded in the Commercial Register maintained by the Regional Court.
Any increase or decrease in the basic capital made pursuant to the decision of the General Meeting, which was not entered in the
Commercial Register as of the balance sheet date, is recorded through changes in basic capital. Contributions in excess of the
basic capital are recorded as share premium. Other capital funds are established based on the Company’s consideration and in
accordance with the Articles of Association.

In the first year in which profit is generated, a joint-stock company should allocate 20% of profit after tax (however, not more than
10% of basic capital) to the legal reserve fund. In subsequent years, the legal reserve fund is allocated 5% of profit after tax until
the fund reaches 20% of basic capital. These funds can only be used to offset losses.

H) DEBTS

Short- and long-term debt is recorded at face value. A portion of long-term debts that is due within one year is regarded as short-
-term debt.

1) FINANCE LEASES

The Company records leased assets by expensing the lease payments and capitalizing the residual value of the leased assets
when the lease contract expires and the purchase option is exercised. Lease payments paid in advance are recorded as prepaid
expenses and amortized over the lease term.

J) FOREIGN CURRENCY TRANSACTIONS

Assets and liabilities whose acquisition or production costs were denominated in foreign currencies are translated into Czech
crowns. The accounting unit accounts for assets and liabilities denominated in foreign currencies using a fixed exchange rate
determined at the beginning of the year. During the year it is adjusted only if the exchange rates published by the Czech National
bank significantly change.

Atthe year-end financial assets, receivables and payables denominated in foreign currencies are translated to Czech crowns at the
exchange rate published by the Czech National Bank at 31 December.

In 2002 realized exchange rate gains and losses were charged or credited, as appropriate, to income for the year. Unrealized forex
gains and losses were not recognized or charged, as appropriate, into income, but were included in other liabilities or other assets,
as appropriate, in the accompanying balance sheet. Unrealized exchange rate losses were included as assets in the accompanying
balance sheet and were offset by a reserve with a corresponding charge to income.
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K) RECOGNITION OF REVENUES AND EXPENSES

Revenues and expenses are recognized on an accrual basis, when the actual flow of the related goods or services occurs,
regardless of when the related monetary or financial flow arises.

Foreseeable risks and losses are recorded as they become known.

On the basis of a government resolution, the company OSINEK, a.s., owned by the National Property Fund of the Czech Republic,
was determined to finance metallurgical production at VITKOVICE, a.s. Therefore OSINEK, a.s., obtained a loan from the state-
-owned Konsolidacni banka Praha s.p.U.

The funding of metallurgical production at VITKOVICE commenced as of 1 April 2000 in division 200 - Flat products and includes
the purchase of basic input raw materials and energy at the Company’s account. The producer processes the input raw materials
into finished metallurgical products, i.e. heavy plates, sections, sheet piles and cut shapes and obtains fees for the work. The
delivered input raw materials are the property of OSINEK in all pre-production and production stages. The finished products are
also the property of OSINEK, which sells them. OSINEK also funds all sales costs. This financing method has been adopted by
VITKOVICE STEEL, a.s., which arose through a contribution of part of an enterprise (Division 200 - Flat products).

OSINEK, a.s. purchases all inputs for metallurgical production - direct materials and direct energy. The Company produces flat
and long products and cut shapes and obtains fees for them. The products are sold on behalf of VITKOVICE STEEL at OSINEKs
account.

L) INCOME TAX

The corporate income tax expense is calculated based on the statutory tax rate and book income before taxes, increased or
decreased by the appropriate permanent and temporary differences (e.g. non-deductible reserves and provisions, entertainment
expenses, differences between book and tax depreciation, etc.).

The deferred tax position reflects the net tax effects of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for corporate income tax purposes.

M) PROVISIONS

The Company creates provisions for tangible fixed assets if a temporary diminution in their value is ascertained due to devaluation,
environmental burden, temporary non-use or a potential loss on their sale.



As the Company acquired assets through contribution the existing adjustment created for acquired property reflecting risks
related to the contribution valuation was considered when stipulating the amount of this provision.

The Company creates provisions for stock based on physical stock-takes, which may reveal a possible temporary decline in its value.

Provisions are created for non-moving stock of spare parts, i.e. stock, which does not move for one year. In compliance with the
Company methodology the provision is determined to be a part of the value of non-moving stock. This amount is reconciled with
the adjustment for acquired property related to stock acquired through contribution.

A) INTANGIBLE FIXED ASSETS (IN T CZK)

At beginning of year Additions Disposals Transfers Total cost

Software 66 878 0 0 0 66 878
Intangibles in progress 0 831 0 0 831
2002 Total 66 878 831 0 0 67 709
2001 Total 66 878 0 0 0 66 878
At beginning of Amortization Cost of sales or Total accumulated

yeark during year liquidation Disposals Transfers amortization

Software 66 853 25 0 0 0 66 878
2002 Total 66 853 25 0 0 0 66 878
2001 Total 66 808 45 0 0 0 66 853

Patents, rights and royalties are amortized over their useful lives as specified in the relevant contracts.
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B) TANGIBLE FIXED ASSETS (IN T CZK))

COST
At beginning of year Additions  Other additions Disposals Transfers ~ Total costs
Constructions 2775973 0 0 (715) 46869 2822127
Machinery and equipment 7595112 0 0 (261 514) 16615 7350213
Vehicles 558 886 0 217 (37 535) 1908 523 536
Furniture and fixtures 31338 0 0 (52) 83 31369
Individual movables - total 8185336 0 277 (299 101) 18606 7905118
Other tangible fixed assets 39560 7968 0 (8298) 0 39230
Land 387748 0 0 (317) 38 387 469
Works of art 61 0 0 0 0 61
Tangibles in progress 61676 69 220 0 0 (65513) 65383
Advances for tangibles 883 6617 0 0 0 7500
Adjustment to acquired property -3461248 86728 0 0 0 -3374520
2002 Total 7989989 170533 277 (308 431) 0 7852368
2001 Total 7960 885 34552 0 (5448) 0 7989989
AGCUMULATED DEPRECIATION
Total
At beginning of  Depreciation of Cost of sales Other accumulated Provisions Net hook
year the year  or liquidation  additions depreciation value
Constructions 1195427 49 396 (715) 0 1244108 0 1578019
Machinery and equipment 4401294 356 476 (173 243) 0 4584527 965 2764721
Vehicles 433 360 16 707 (34 682) 277 415662 0 107 874
Furniture and fixtures 16 120 1855 (52) 0 17923 0 13446
Individual movables 4850774 375038 (207 977) 277 5018 112 965 2886041
Other tangible fixed assets 38619 8050 (8299) 0 38370 0 859
Land 0 0 0 0 0 0 387 469
Works of art 0 0 0 0 0 0 61
Tangibles in progress 0 0 0 0 0 0 65 383
Advances for tangibles 0 0 0 0 0 0 7500
Adjustment to acquired property 96 146 224 803 0 0 -320949 -3053 571
2002 Total 5988 674 207 681 (216 991) 277 5979 641 965 1871761
2001 Total 5900430 93531 (5287) 0 5988674 9832 1991483



In 2002, the adjustment for acquired property balance is reported for those asset items to which it relates in the balance sheet (see below).

Major additions to fixed assets include technical appreciation of ventilation in a converter station totaling 30,773 T CZK and
slag pit improvement of 10,253 T CZK. Other significant fixed asset additions included a linning thickness gauge amounting to
8,898 T CZK and construction modifications under a flame-cutting machine totaling 5,969 T CZK.

The disposed of and partially sold section mill of a blooming mill totaling 231,729 T CZK (net book value of 88,254 T CZK) was the
major disposal. In 2002 the Company sold vehicles at a cost of 32,500 T CZK (net book value of 2,614 T CZK).

Tangible fixed assets in progress totaling 65,383 T CZK at 31 December 2002 included construction and assembly of the GOMO
3,5 Kvarto totaling 4,605 T CZK, acquisition of the RL 2000 Delta measuring instrument of 8,898 T CZK and slag pit improvement
amounting to 8,822 T CZK.

The total value of small tangible fixed assets, which are not reflected in the accompanying balance sheet, was 86,015 T CZK and
85,635 T CZK as of 31 December 2002 and 2001, respectively.

The adjustment to acquired property of (3,461,248) T CZK arose in connection with the contribution of part of an enterprise in
2001. Depreciation in respect of this adjustment to acquired property of 224,803 T CZK and 96,146 T CZK was recognized in
revenues in 2002 and 2001, respectively. In addition, the Company made an extraordinary write-off of the disposed section mill
of a blooming mill - see Note 3a.

The origin and classification of the adjustment was discussed in Note 3a - Fixed assets acquired through contribution. An adjustment
was added to individual asset items in accordance with an expert opinion based on the adjusted net asset value valuation method.

Balance at  Depreciation for Balance at Depreciation for  Extraordinary Balance at

1.8.2001 the months 8-12 31.12.2001 the months 1-12 write-off  31.12.2002

Adjustment to acquired land 353931 9831 344100 23596 0 320504
Adjustment to machinery and

equipment(reclassified) 40700

Adjustment to acquired depreciated assets 2 878 866 79969 2798 897 185977 86728 2485492

Adjustment to acquired materials 228 451 6 346 222105 15230 0 206 875

Total 3461248 96 146 3365102 224803 86728 3053571

The valuation of the contributed land reflects environmental damage. An adjustment to acquired land was made as the difference
between the net asset value of the land as per the expert opinion and its book value.

In 2002 the Company reclassified the aforementioned portion of the adjustment to acquired property and reported it as an
adjustment to acquired land (320,504 T CZK) and adjustment to disposed machinery and equipment (40,700 T CZK). In 2003 the
Company intends to reassess the level of the adjustment for land based on an updated expert opinion.
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A portion of the adjustment to acquired assets amounting to 206,875 T CZK related to non-moving spare parts was reported as
a provision for materials in 2002. This adjustment is reported in the accompanying balance sheet together with the provision for
spare parts in accordance with the policy discussed in Notes 3e and 7.

At 31 December 2002 the Company recorded assets pledged as security pursuant to an Ostrava District Court verdict. The court
ordered the execution of the decision by the creation of a judicial lien for the District Social Security Administration Authority’s
(Ostrava) receivables from VITKOVICE, a.s. Following a successful composition process with respect to VITKOVICE, a.s. the
judicial lien was deleted as of 3 February 2003, except for two plots of land that are still under dispute.

C) LONG-TERM FINANCIAL ASSETS (IN T CZK)

Balance Balance Balance

at 1.8. 2001 Additions at 31.12.2001 Additions at 31.12.2002

Investments in subsidiaries 0 0 0 48270 48270
Investments in associates 0 74 897 74 897 0 74 897
Provisions (0) (0) (71208) (34126) (105334)
Total 0 74 897 3689 14144 17 833

In 2001 the Company acquired a 33.3% interest in VITKOVICE International GmbH (hereinafter “VI”), which has been
a strategically significant sales representative of the VITKOVICE group in Germany and the European Union since its foundation.
Other company shareholders are VITKOVICE, a.s., and VITKOVICE - Export, a.s. In 2001 the Company established a provision
reflecting a reduction in shareholders’ equity. With respect to the reported results of VI in 2002, there is no reason to reassess the

value of this financial investment.

Further, in 2001 the Company acquired a 97.96% interest in VITKOVICE - Servis centrum for 47,900 T CZK through a share
subscription. As these subscribed shares were not recorded in the commercial register until 3 January 2002, they were not
reported as long-term financial assets in the balance sheet at 31 December 2001. The nominal value of the subscribed shares of
VITKOVICE - Servis centrum was recorded as a long-term receivable. A provision of T CZK 20,000 was created for this long-term
receivable. In 2002 the receivable was reclassified as a long-term financial investment including the aforementioned provision.
Due to negative developments at Vitkovice - Servis centrum, the provision was increased by 14,125 T CZKin 2002. The net book
value of the financial investment represents the Company’s share in the shareholders’ equity of Vitkovice Servis.

In 2002 the Company established a new company VITKOVICE STEEL Polska Sp. z 0. 0. in Poland. VITKOVICE STEEL, a.s. owns a
100% share in the Polish company.



Name

Location

Percentage of ownership

Total assets
Shareholders’ equity

Basic capital and capital funds
Funds created from profit
Retained earnings (losses)
Profit (loss) of current year

Acquisition cost

Nominal value of share / interest
Intrinsic value of share / interest*

ViTKOVICE-Servis
centrum, a.s.
at 31.12.2002
Frydek-Mistek
97,96
49422
14061
48900

0

(22 509)

(12 330)
47900
47900
13774

ViTKOVICE-Servis
centrum, a.s.
at 31.12.2001
Frydek-Mistek
97,96
92820

26 391
48900

0

(396)

(22 113)
47900
47900
25852

ViTKOVICE STEEL
Polska Sp. z 0. 0.
at 31.12.2002
KRAKOW, Poland
100

0

0

370

370
50~

VITKOVICE Internationa
GmbH

at 31.12.2002
Frankfurt, Germany
33

18835

13442

35049

0

(23012)

1405

74 897

1648*

4476

(* translated using the exchange rate at 31.12.in 2001 DEM, in 2002 EUR, ViTKOVICE STEEL POLSKA at PLN)

The Company has a decisive influence at VITKOVICE STEEL Polska Sp. z 0. 0., a Polish company incorporated on 19 November
2002. The annual financial statements at of 31 December 2003 would be prepared for 14 months. The aforementioned

information was taken from the opening balance sheet.

Financial information about these companies for 2002 was obtained from the companies’ individual unaudited financial

statements. (in 2001 the audited financial statements).

A reduction in shareholders equity of individual companies below their basic capital level was recorded in a provision account

included in the accompanying balance sheet (see Note 7).

Obsolete, defective or slow-moving inventory has been written-down to its estimated net realizable value with the provision
recorded in the balance sheet as a provision. The provision is determined by management based on depreciation level of the main

production units (see Note 3e and 7).

VITKOVICE Internationa
GmbH

at 31.12.2001
Frankfurt, Germany
33

20303

12182

35470

0

9298

(32 586)

74 897

1666*

4020
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Provisions against outstanding receivables that are considered doubtful were charged to income based on their collectibility in
2002 and 2001, respectively (see Note 7).

Trade receivables include, in particular, receivables from OSINEK, a.s. related to processor’s fees.

Based on the commissionaire contract signed with OSINEK, a.s. the Company is obliged to purchase from OSINEK, a.s. receivables
overdue by more than 180 days at their face value. In 2002 the Company purchased overdue receivables totaling 176,371 T CZK.
In 2001 a reserve was established for contingent risks and losses associated with these receivables. In 2002 the reserve was
partially released and a provision established.

Receivables overdue for more than 180 days totaled 121,289 T CZKand 5 T CZK as of 31 December 2002 and 2001, respectively.
In 2002 the Company created provisions for these receivables at 60% and 100%, based on their collectibility. The provisions total
80,026 T CZK.

As of 31 December 2002 and 2001, the Company had 3,921 T CZK and 27,900 T CZK of long-term receivables relating to the
sale of vehicles to JC Trans Ostrava. Receivables from JC Trans Ostrava mature between 31 March and 30 September 2004.
Long-term receivables also include unsubscribed investmentin VITKOVICE Servis-centrum, a.s. totaling 47 900 T CZK, which is
provided for in an amount of 20,000 T CZK (see Note 4c¢).

In addition, the Company reports a receivable of 11 414 T CZK representing an excessive VAT deduction for December.
The Company has receivables from related parties (see Note 21).

The Company has a secured receivable amounting to 2 000 T CZK.

Provisions reflect a temporary diminution in value of assets (see Notes 3a, 4, 5 and 6). The below mentioned figures are reported
with provision for individual assets acquired in the balance sheet - see Note 4b.



CHANGES IN THE PROVISION ACCOUNTS (IN T CZK):

Balance Balance Balance
Provisions at 1.8. 2001 Increase Decrease at 31. 12. 2001 Increase Decrease at 31. 12. 2002
Fixed asset 0 9832 0 9832 965 9832 965
Inventory 0 38238 0 38238 0 16 950 21288
Receivable - statutory 0 0 0 0 78216 0 78216
Receivable - other 0 20000 0 20000 1810 20000 1810

Statutory provisions are created in compliance with the Law on Reserves.

8. FINANCIAL ASSETS

Short-term financial assets include a depository note of 4, 930 T CZK.

9. OTHER ASSETS

Prepaid expenses include, in particular, accrued financial lease payments of 288,605 T CZK (2001: 368,440 T CZK), which are
charged to income as the relevant costs are incurred.

10. SHAREHOLDERS EQUITY

THE BASIC GAPITAL OF THE COMPANY TOTALING 2,602,000 T GZK IS COMPRISED OF THE FOLLOWING SHARES FULLY SUBSCRIBED
AND PAID:

Number of shares NOMINAL VALUE
20 100 000 CZK
32 50000 000CZK
40 20000 000CZK
30 5000 000CZK
50 1000 000CZK
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In 2001, a contribution in kind was recorded in the Company’s basic capital. The contribution was valued on the basis of an
expert opinion. The contribution’s market value was determined by two forensic appraisers at 3,468,729 T CZK, of which
2,602,000 T CZK was included in the basic capital; the difference amounting to 868,729 T CZK has been gradually paid to the
contributor - See Note 21 - Related parties.

THE MOVEMENTS IN THE CAPITAL ACCOUNTS DURING 2002 AND 2001 WERE AS FOLLOWS (IN T GZK):
Balance at 7.3. 2001 Increase Balance at 31. 12. 2001  Balance at 31. 12. 2002
Number of shares 20 152 172 172
Basic capital 2000 2600000 2602 000 2602 000

THE ANNUAL GENERAL MEETING HELD ON 26 JUNE 2002 APPROVED THE FOLLOWING LOSS COMPENSA-

TION FOR 2001 (IN T GZK):
Loss for 2001 (257 022)
Non-compensated losses at 31. 12. 2002 (257 022)

11. RESERVES

THE MOVEMENTS IN THE RESERVE AGCOUNTS FOR CONTINGENCIES AND EXPENSES WERE AS FOLLOWS (IN T GZK):
Balance Balance Balance
Reserves at 1.8.2001 Increase  Decrease at 31. 12. 2001 Increase Decrease at 31. 12. 2002
Foreign exchange rate losses 0 587 0 587 16 656 587 16 656
For risks and losses 0 349 252 0 349 252 22 451 309776 61927

At 31 December 2002 and 2001, provisions for risks and losses were created arising from amendment No. 1/2000 to the
commissionaire contract concluded with Osinek. Based on this contract the Company is obliged to purchase receivables
overdue by more than 180 days at their face value. Osinek performed an analysis to identify risky receivables, and provisions of
24,976 T CZK and 241,923 T CZK, respectively, were created. The provisions reflect the collectibility of receivables in the given
year. In 2002 unpaid receivables were transferred - see Note 6 - Receivables. Certain overdue receivables were partially settled.
These facts affect the release of provisions in 2002.

Allrisks incurred by Osinek, a.s. from Company funding are contractually transferable to the Company. Exchange rate losses arose
from foreign trading and exchange rate fluctuations. A reserve of 22,451 T CZK (2001: 68,34.3) was created for risks and losses.
In 2001 the Company additionally accounted for a price variance of 9,986 T CZK for iron deliveries.
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The Company created a reserve for risks and losses in association with real estate transfer tax. Contributed assets are generally
exempt from real estate transfer tax. However, the part of assets being repaid to the contributor (872 million CZK) See Note 21
- Related parties, can be considered as having been sold, and can thus be subject to this tax. As the contributor was engaged in
settlement proceedings, the possible tax liability was transferred to the successor. As it is impossible to clearly determine whether
tangible or intangible assets were repaid, the amount cannot be quantified. This matter is not addressed by the current legislation,
and the Company is thus negotiating with the tax administrator and tax advisors. The contributed real estate has been valued at
2,3412,506 T CZK for tax purposes. In 2001 a reserve of 29,000 T CZK was established on the basis of tax expert estimates and
an analysis of various options. In 2002 the Company, based on its analysis of contingent risks, decided to release a portion of the
reserve.

The Company has a long-term liability to related parties - see Note 21.

As of 31 December 2002 and 2001, the Company had overdue short-term liabilities totaling 20,256 T CZK and 20,093 T CZK,
respectively. In 2002, overdue short-term liabilities relate to liabilities to related parties - see Note 21.

The Company reports no bank loans and short-term notes.



Contingencies totaling 34,979 T CZK at 31 December 2002 (2001: 25,601 T CZK) include especially unbilled delivered services
0f 10,024 T CZK (2001: 8,915 T CZK), unbilled materials and goods of 11,717 T CZK (2001: 1,538 T CZK), unbilled electricity of
3,966 T CZK (2001: 4,358) and unbilled capital expenditures of 412 T CZK in 2001. Unpaid bonuses were 6,708 T CZK (2001:
7,046 T CZK) and health and social insurance 2,348 T CZK (2001: 2,466 T CZK).

Contingencies at 31 December 2002 include also unrealized foreign currency exchange gains of 119 T CZK (2001: 866 T CZK).

2001in T CZK 2002in T CZK

Profit (Loss) before taxes (257 022) 46 320
Non-taxable revenues 96 146 659 185
Non-deductible expenses (493 154) 63 583
Differences between book and tax depreciation 173735 348596

Creation of provisions 139278 15936

Creation of reserves 349839 39107

Other (e.g. entertainment expenses, shortages and losses) 4037 8540
10% relief on tangibles 485 2027
Taxable income (46 261) (897 883)
Current income tax rate 31% 31%
Current tax expense 0 0

The Company can carryforward tax losses generated since 2001 for up to seven years. The remaining tax loss carryforward from
2001 the benefit of which has not been recognized in the accompanying financial statements will be carried forward to future
periods.

The Company calculated deferred tax on the basis of temporary differences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for corporate income tax purposes, while taking into consideration the
period of realization.
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THE COMPANY QUANTIFIED DEFERRED TAXES AS FOLLOWS (IN T GZK):

2002 2001
Deferred tax items Tax hase Tax rate Deferred tax asset Deferred tax asset
Difference between net book value of fixed
assets for accounting and tax purposes 29857 31% 9256 216 513
Other temporary differences:
Provision for fixed assets 965 31% 299 0
Provision for financial assets 105334 31% 32654 22074
Provision for receivables 1810 31% 561 6200
Provisions for inventory 21288 31% 6599 11854
Adjustment to acquired property 3053571 31% 946 607 1043181
Reserves 78583 31% 24 361 108 450
Tax loss 944144 31% 292 685 11397
Total 4235552 1313022 1419669

The Company has not recorded a deferred tax asset of 1,313,022 T CZK on the basis of the principle of prudence.

117. LEASES

The Company leases assets, which are recorded in an off-balance sheet account (see Note 3i).

ASSETS WHICH ARE BEING USED BY THE COMPANY UNDER OPERATING LEASES AS OF 31 DECEMBER INGLUDE (IN T GZK):
Description Terms/Conditions Expense in 2001 Expense in 2002
Minolta s.r.o. (office technology) from 7 to 48 months 567 1375
JC TRANS, s.r.0. (passenger cars) from 3 years - indefinite 554 1738
Total 1121 3113



ASSETS WHICH ARE BEING USED BY THE COMPANY UNDER FINANCE LEASES (LE. THE ASSETS ARE TRANSFERRED TO THE

COMPANY WHEN THE LEASING PERIOD EXPIRES) AS OF 31 DEGEMBER ARE AS FOLLOWS (IN T CZK):
Remaining payments as of 31 12. 2002

Payments effected as of Due with Due over

Description Repayment date Total lease 31. 12. 2002 one year one year
Cranes 7/2001 87 755 87 755 0 0
Push furnace No. 3 7/2001 429828 429828 0 0
Filtering device 7/2001 80520 80520 0 0
Magma 8/2002 910 910 0 0
VW Passat car 3/2004 1336 870 373 93
Flame-cutting machine 12/2004 12 537 4947 3253 4337
Total 612 886 604 830 3626 4430

18. COMMITMENTS AND CONTINGENCIES

As of 31 December 2002 and 2001, the Company had contingent liabilities and commitments which were recorded off balance
sheet.

AT 31 DECEMBER 2002 THE COMPANY HAD THE FOLLOWING SHORT-TERM LIABILITIES SECURED BY GUARANTEES:  (IN T EUR):

Future debtor Amount Due date Security description
Gontermann - Peipers GmbH 276 52,2003  Contract for the opening of a documentary letter of credit with KB

276 5.8.2003 for future liability with respect to the delivery of 2 back-up rolls
Total 552

In addition, liabilities to PST Ostrava, a.s. are secured in the form of a contract for transfer, which assures that PST Ostrava, a.s.
will obtain a VAT return payment from the financial authority in the case of a customs debt.

SECURITY BILLS ISSUED

The Company reports security bills to lease contracts with CP Leasing, a.s. and Raiffeisen - Leasing, s.r.o. They are blank bills
securing the balance of liabilities in an amount of 8,340 T CZK.

s
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LITIGATION

At the 2002 year-end there are no known litigation or arbitration proceedings relating to Company assets, which would have a
significant impact on the Company’s financial position, except for proceedings stated in public registries, such as the Commercial
Register, Land Register, Register of Guarantees, etc.

ENVIRONMENTAL LIABILITIES

The valuation of the contribution reflects environmental damage according to an environmental audit performed by UNIGEO in
1996. The costs were estimated at 427,155 T CZK. The contributor concluded a contract with the National Property Fund under
which expenses to eliminate the environmental damage shall be covered by this fund. The expansion of the contract to include the
environmental damage being transferred to the Company through the contributed part of an enterprise is confirmed in a letter by
the National Property Fund. In 2001 the Fund instructed the firm AQ-test to perform a detailed probe of old environmental damage
on the Company’s territory. The expert opinion disclosed the environmental damage generally, and therefore the Company
decided to have environmentally reclaimed land revalued in 2003.

FUTURE CAPITAL EXPENDITURES

At the financial statements date the Company had contractual liabilities of 3,688 T CZK with respect to future capital
expenditures.

Sets of immovable and movable assets, inventories and staff property are insured. The Company also has liability insurance.

2001 2002
Domestic Foreign Domestic Foreign
Metallurgical production 1062 142 0 1709214 0
Trade 104 405 792 308882 4921
Service 5617 0 18998 0
Other 143 0 47 837 0

Total revenues from the sale of merchandise, products and services 1172307 792 2084931 4921



As of 31 December 2002, the revenues of the Company were concentrated primarily with OSINEK, a.s., as a result of the
Company'’s funding - see Note 3k - Recognition of revenues and expenses.

Sales of the Division Metallurgy from OSINEK, a.s. were 1,793,133 T CZK and 1,060 million CZK in 2002 and 2001, respectively.
Sales from trading activities amounted to 211,245 T CZK and 99,224 T CZK in 2002 and 2001, respectively. In 2001 these sales
relate to the fees from processing for the period 8-12/2001.

2001 2002
Total Personnel Management/Executives TotalPersonnel Management/Executives
Average number of employees 2030 61 1818 61
Salaries and wages 177 225 13758 425577 44 846
Social insurance 61629 4815 147 349 15965
Social expenses 510 0 5118 0
Total personnel expenses 240 114 18573 580019 60811

The members and former members of statutory, management and supervisory boards received total bonuses and other
remuneration of 1,975 T CZK and 750 T CZK in 2002 and 2001, respectively.

Benefits to members and former members of statutory, supervisory and executive boards include the use of company cars for
private purposes.

Advances paid to related parties as of 31 December 2002, were 1,642 T CZK and 3,216 T CZK, respectively (VITKOVICE, a.s.in both
instances). The Company sells products to related parties in the ordinary course of business. Sales volume was 1,584,522 T CZK
and 6,889 T CZK in 2002 and 2001, respectively. In 2002 the structure of related parties significantly changed - see financing
through the parent company OSINEK, a.s.

2002

VITKOVICE STEEL, a.s.



ANNUAL REPORT 2002

VITKOVICE STEEL, a.s.

SHORT-TERM RECGEIVABLES FROM RELATED PARTIES AS OF 31 DECEMBER WERE AS FOLLOWS

(IN T CZK):

Related party Terms/due dates 2001 2002
OSINEK, as. 593 432 227171
of which: not yet due 410 755 207 924

overdue 31-60 days 182677 19 247
VITKOVICE, ass. 2448 67
of which: not yet due 2440 16

overdue 1-30 days 8 51
VITKOVICE STEEL Polska Sp. z 0. 0. 0 98
VITKOVICE - Doprava, a.s. 0 63

LONG-TERM LIABILITIES TO RELATED PARTIES AS OF 31 DECEMBER WERE AS FOLLOWS (IN T CZK):

Related party Terms/due dates 2002

OSINEK, as. 31.7.2004 164 229

Long-term liabilities to OSINEK, a.s. relate to the contribution in kind repayable in the form of monthly installments by 31 July 2004.

At 31 December 2002 the Company reported a payable of 464,229 T CZK from contributed assets (of that 164,229 T CZK
as a long-term payable). From the original amount of 868,729 T CZK the Company paid 243,375 T CZK to VITKOVICE, a.s.

at 31 December 2001. In 2002 the Company paid 61,125 T CZK to VITKOVICE, a.s.

The liability was transferred to the new parent company OSINEK, a.s. The new parent company was paid 100,000 T CZK in

2002.

The Company purchases products and receives services from related parties in the ordinary course of business. In 2002 and
2001, purchases amounted to 526,770 T CZK and 323,566 T CZK, respectively. Short-term liabilities to related parties as of

31 December were as follows (in T CZK):

Related party Terms/due dates 2001 2002
OSINEK, a.s. 2003 35663 302 481
VITKOVICE, as. 2003 0 12 001
VITKOVICE - Doprava, a.s. 2003 0 21398
VITKOVICE - Servis centrum, a.s. 2002 0 19183
VITKOVICE International GmbH 2003 0 1432
VITKOVICE - Export, a.s. 2003 0 8



22. RESEARCH AND DEVELOPMENT COSTS

Research and development costs of 7181 T CZK and 3,974 T CZKin 2002 and 2001, respectively, were charged to income as incurred.

23. SIGNIFICANT INCOME STATEMENT ACCOUNTS

The Company released to operating revenues provisions and reserves totaling 579 million CZK. Of that 224 million CZK represent
the release of an adjustment to acquired property, 217 million CZK represents released provision for risks and losses associated
with overdue receivables of OSINEK, a.s. The reason for the release was a partial payment of these receivables and overall situation
with trade contracts. In addition the Company released provision for spare parts of 16 million CZK following a slow-moving stock
analysis. The Company also released partially a reserve for real estate transfer tax at an amount of 15 million CZK in association
with the contribution. In addition the Company created a provision of 80 million CZK for transferred overdue receivables on the
basis of the contract with OSINEK, a.s..

A reserve for FOREX risks and losses amounting to 69 million CZK established in 2001due to the transfer of FOREX risks from
OSINEK, a.s. was released in financial revenues. In 2002 FOREX risks were assessed at 39 million CZK and posted to financial
expenses. Of that 17 million CZK was posted to FOREX risk itself.

24, SUBSEQUENT EVENTS

No significant matters occurred after the balance sheet date.

25. STATEMENTS OF CASH FLOWS

The cash flow statement has been prepared based on an indirect method. The repayment of the liability from the contribution of
assets is reported within financial activities.

Prepared on: Signature of accounting unit’s Person responsible for Person responsible for financial
statutory body: accounting (name, signature): statements(name, signature):

Ing. Pavel Cimala Ing. Jana Struminska

10 April 2003 . rf
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MARKING

A1,

A12.
A13.

Al4.

A15.

A
A2.
A21.
A22.
A23.
A
A3.

Ad4.
Ab.

A6.

Full scope
ViTKOVICE STEEL, a.s. - 31.12.2002 (in thousand Czech crowns)

TEXT

Cash and cash equivalents at the beginning of the accounting period

Cash flow from main (operational) activity

Profit/loss from normal activity before taxes

Adjustments by non-cash transactions

Depreciation of fixed assets (+) excl. Net book value of fixed assets sold, write off of

receivables (+), and depreciation of adjustment to acquired assets (+/-)
Change in balances of adjustments and reserves and change in the balance of temporary

asset and liability accounts (+/-), i.e. accrued expenses and revenues and foreign exchange

differences
Profit/loss from sale of fixed assets (+/-) including valuation differences on capital participation
Revenues from dividends and shares in profit excl. enterprises the object of which consists in

investment activities (investment companies and funds) (-)
Accounted expense interest (+) with the exception of capitalised interest, and accounted

revenue interest (-)
Net cash flow from operational activity before taxes and before changes in working capital

and extraordinary items

Change in working capital

Change in receivables from operational activities and change in prepayments

Change in shortterm payables from operational activities and change in accruals

Change in inventories balance

Net cash flow from operational activity before taxes and extraordinary items

Interest paid

Interest received with the exception of enterprises the object of which consists in investment
activities (investment companies and funds) (+)

Tax on normal activity and additional tax of prior years

Revenues and expenses related to extraordinary accounting events leading to extraordinary

profit/loss including tax paid on income from extraordinary activities (+/-)

10
il
12
13
14
16
17

18
19

20

Company‘s Name and Address:

VITKOVICE STEEL, as.

Stramberska ¢. p. 2871/47

Ostrava - Hulvaky
70900

Current year
13 051

46 320
79075

296 345

(215 301)
(10 830)

8 861

125395
133 130
215863
(146 316)
63583
258525
(7929

1416

Prior year
2001

2001

600

(257 175)
634 593

94 812

540 586

(805)

377418
20389
(130 524)
149 361
1552
397 807
(1

806

153



MARKING
A

B1.
B.2.
B.3.
B

C1
C2.

c21.
C2.2.

C.23.
C.2.4.
C.25.

C.26.

C.3.
0o

TEXT

Net cash flow from operational activity

Penézni toky z investicni Cinnosti

Fixed asset acquisition (-)

Sale of fixed assets (+)

Loans to related parties (+/-)

Net cash flow from investment activity

Cash flow from financial activity

Change in the balance of long-term or short-term liabilities (+/-)
Impact of changes in equity

Increase in cash a cash equivalents due to increase in registered capital or reserve fund

including advance payments made for such increase (+)

Refund of equity to shareholders (+)

Monetary donations and subsidies to equity and other cash contributions of partners and
shareholders (+)

Settling of loss by shareholders (+)

Direct payments debited to funds (-)

Paid dividends or shares in profit including withholding tax paid related to those titles and
including financial settlement with partners of publicly traded companies or general partners
of limited partnerships (-)

Received dividends or shares in profit excl. companies the main object of which consists in
investment activities (investment companies and funds)

Net cash flow from financial activity

Net increase/decrease in cash

Closing balance of cash of cash and cash equivalents

21
22
23
24
25
26
27
28
29

30
31

32
33
34

35

36
37
38
39

Current year
252012

(82 890)
14753

(68 137)

(161 125)

(161 125)
22 750
35801

Prior year

2001
398 765

(144 341)

(144 341)

(243 373)
1400

(241 973)
12 451
13 051
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VITKOVICE STEEL, a.s., is a 98.96% subsidiary of the parent company OSINEK, a.s., which is a 100% subsidiary of the National
Property Fund of the Czech Republic.

VITKOVICE STEEL, a.s., is the controlling person of 2 legal entities, in which it holds at least 40% interest.

VITKOVICE-Servis centrum, a.s., identification No. 25824341, seated in Frydek-Mistek, entered under file No. B.2038 at the
Regional Court in Ostrava, interest held by VITKOVICE STEEL, a.s., 97.96%.

The controlled person VITKOVICE-Servis centrum, a.s., its statutory bodies are the Board of Directors and Supervisory
Board. Both 3-member bodies are appointed by the Shareholders’ General Meeting, in which the controlling person VITKOVICE
STEEL, a.s., is a major shareholder having the above-stated percentage of the share interest. The share interest also constitutes
the equal share of the voting rights, i.e. the controlling person VITKOVICE STEEL, a.s., is eligible to enforce the appointment or
removal of persons who are members of the Board of Directors and the Supervisory Board of VITKOVICE-Servis centrum, a.s.

VITKOVICE STEEL Polska Sp. z 0.0., KSR 0000139053, seated at Garncarska 3, Krakow, post code 31-115, entered in the
Commercial Register of the District Court in Krakow under ref. No. KR. XI NS-REJ.KRS/10562/02/246, interest held by
VITKOVICE STEEL, a.s., 100%.

The controlled person VITKOVICE STEEL Polska Sp. z 0.0., has one executive and, as the controlling person VITKOVICE
STEEL, a.s., holds 100% business interest, it is eligible to enforce the appointment or removal of the executive.

Pursuant to the communication of the National Property Fund of the Czech Republic ref. No. 30/311/2003 dated 13 January
2003, VITKOVICE STEEL, a.s., is related (under the provision of Section 66a) para. 9 of Act No. 513/1991 Coll,, as amended) to
53 companies, in which NPF holds a business interest in excess of 40%. At this level |, we had a real business relationship with
4 companies in 2002. At level Il and Ill, i.e. regarding relations with entities being controlled by the companies referred to the
above communication of NPF CR, our company had a direct business relationship, or relationship via another entity, with 18 legal
entities.



UNDER BUSINESS CONTRACTS EFFECTIVE IN 2002, ViTKOVICE STEEL, A.S., DID BUSINESS WITH THE FOLLOWING RELATED

PARTIES

Related party of level | Related party of level Il and Il

OSINEK, a.s. ID 00012173

VITKOVICE, as. ID 45193070 VITKOVICE - Export, a.s. ID 00549070
Vitkovicke slévarny, spol. s.r.o. 1D 25362810
VITKOVICE - Zkusebny a laboratote, spol. s r.o. ID 25870556
VITKOVICE - Vyzkum a vyvoj, spol. s .. ID 25870807
VITKOVICE - Udrzba, spol. s .. ID 25871587
VITKOVICE Ozubarna, a.s. ID 25877933
VITKOVICE STROJIRENSTV, a.s. ID 25877950
VITKOVICE - Doprava, a.s. ID 25909339
VITKOVICE CAD/CAM Systémy, spol. s r.o. ID 61972576
VITKOVICE Lisovna, spol. s r.0. ID 62305492
VITKOVICE - STAMONT, spol. s r.0. ID 64617874

(KRALOVOPOLSKA, a.s.) Kralovopolské strojima Brno, a.s. ID 63490188

NOVA HUT, as. ID 45193258 VYSOKE PECE Ostrava, as. ID 25352954
JAKL Karving, as. ID 47672781
NOVA HUT - Valcovna za studena, spol. s r.o. ID 64617882

Severomoravskd energetika, a.s. ID 47675691 Energetika Vitkovice, a.s. ID 25854712

(VITKOVICE STEEL, as) VITKOVICE - Servis centrum, a.s. ID 25824341
VITKOVICE STEEL Polska Sp. z 0.0. KSR 0000139053

2. LEGAL RELATIONS BETWEEN THE CONTROLLING AND CONTROLLED PARTY

CONTROLLING PARTY: OSINEK, a.s.
IC 00012173
Ruska 56, No. 397

Ostrava-Vitkovice, post code 706 02

CONTROLLED PARTY: VITKOVICE STEEL, ass.

IC 25874942

Stramberska No. 2871/47
Ostrava-Hulvéaky, post code 709 00

No contract on relations between a controlling and controlled person has been concluded. In 2002, business relations between

0SINEK, a.s., and VITKOVICE STEEL, a.s., were conducted on a tolling basis and supported by the Framework Agreement, Agree-

ment on Trade Representative Office, 2 Commission Contracts and 17 Purchase Contracts (the purchase contracts are kept with
the Company’s management). Our Company suffered no disadvantages, loss or damage, nor did it obtain unreasonable benefit, in

relation to supplies provided by the controlling person.

=
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In 2002, VITKOVICE STEEL, a.s., had business relations under a total of 443 concluded trade contracts effective in 2002

(the contracts are kept with the Company’s management).

VITKOVICE STEEL, a.s., did not carry out any other acts nor did it take any other measures in the interest of the related parties. Our
Company suffered no damage in connection with the above contracts. Prices listed in these contracts have been stipulated on an
arm'’s length basis and in cases where VITKOVICE STEEL, a.s., is in the position of a producer, realization prices are supported by

costing calculations used in mass metallurgical production:

OSINEK, a.s., Ostrava-Vitkovice, Ruska 56, land-+egistry No. 397, post code 706 02 ID 00012173
VITKOVICE, ass., Ostrava-Vitkovice, Ruské 2887/101, post code 706 02 ID 45193070
VITKOVICE - Export, a.s., Ostrava-Vitkovice, Ruska 1041/116, post code 706 02 ID 00549070
Vitkovické slévarny, spol. sr.0., Ostrava-Vitkovice, Ruska 83, post code 706 02 ID 25362810
VITKOVICE - Zkugebny a laboratore, spol. s .0, Ostrava-Hulvaky, Pohranicni 584/142, post code 709 00 ID 25870556
VITKOVICE - Viyzkum a vyvoj, spol. s r.0., Ostrava-Vitkovice, Pohranicni 693/31, post code 706 02 ID 25870807
VITKOVICE - Udrzba, spol. s ro., Ostrava-Vitkovice, Pohranicni 52/23, post code 706 02 ID 25871587
VITKOVICE Ozubarna, a.s., Ostrava-Vitkovice, Ruska 83/24, post code 706 02 ID 25877933
VITKOVICE STROJIRENSTVI, as., Ostrava-Vitkovice, Ruska 2887/101, post code 706 02 ID 25877950
VITKOVICE - Doprava, a.s., Ostrava-Vitkovice, Ruska 94/29, post code 706 02 ID 25909339
VITKOVICE CAD/CAM Systémy, spol. s ro., Ostrava-Vitkovice, Ruské 60, post code 706 02 ID 61972576
VITKOVICE Lisovna, spol. s 0., Ostrava-Vitkovice, Ruské 101, post code 706 02 1D 62305492
VITKOVICE - STAMONT, spol. s .0, Ostrava-Vitkovice, Mostérenské 1140748, post code 706 02 1D 64617874
(KRALOVOPOLSKA, as.)
Kralovopolska strojirna Brno, a.s., Brno, Kfizikova 68a, land-registry No. 188, post code 660 90 1D 63490188
NOVA HUT, a.s., Ostrava-Kuncice, Vratimovska 689, post code 719 00 ID 45193258
VYSOKE PECE Ostrava, a.s., Ostrava-Kungice, Vratimovska 142, post code 719 00 1D 25352954
JAKL Karving, a.s., Karvind-Hranice, Rudé Armady 471, post code 733 23 ID 47672781
NOVA HUT - Valcovna za studena, spol. s ro., Ostrava-Vitkovice, Stramberské, post code 709 00 ID 64617882
Severomoravska energetika. a.s., Ostrava, 28. fijna 152, post code 706 02 ID 47675691
Energetika Vitkovice, a.s., Ostrava-Vitkovice, Vystavni 1144/103, post code 706 02 ID 25854712
(VITKOVICE STEEL, a.s)
VITKOVICE - Servis centrum, a.s., Frydek-Mistek, Miru 3267, post code 738 01 ID 25824341
VITKOVICE STEEL Polska Sp. z 0.0. KSR 0000139053

1FA, 1A0R0, 2CC, 17 PC
44 Cfw

2PC

15PC, 16 Cfw

7 Cfw

15PC, 27 CfW

17 PC, 157 FA, Cfw
11PC

1PC, 42 Cfw, TMA
12 Cfw

1 Cfw

1 Cfw

14 CfW, 1FA

5PC
4PC
2PC
1PC
9PC
1Ctw
13 CfW

1PC
1 Cfw

Note: FA = Framework Agreement; AoRO = Agreement on Trade Representative Office; CC = Commission Contract, PC = Purchase Contract, CfW = Contract for

Work; MA = Mandate Agreement



VITKOVICE STEEL, a.s., sells services to its main customer OSINEK, a.s. It also sells small volumes of goods and services to other
related parties. In 2002, sales to related parties totaled T CZK 2,048,117. As of 31 December 2002, receivables totaled T CZK

232,639 and advances paid to related parties totaled T CZK 10,352:

OSINEK, a.s. ID 00012173
VITKOVICE, a.s. ID 45193070
Vitkovické slévarny, spol. sr.0. ID 25362810
VITKOVICE - Zkuebny a laboratofe, spol. s T.0. ID 25870556
VITKOVICE - Vyzkum a vyvoj, spol. s r.o. ID 25870807
VITKOVICE - Udrzba, spol. s T.0. ID 25871587
VITKOVICE Ozubarna, a.s. ID 25877933
VITKOVICE STROJIRENSTVI, a.s. ID 25877950
VITKOVICE Doprava, as. ID 25909339
VITKOVICE - STAMONT, spol. s .0. ID 64617874
NOVA HUT, as. ID 45193258
VYSOKE PECE Ostrava, a.s. ID 25352954
NOVA HUT - Valcovna za studena, spol. s r.o. ID 64617882
Severomoravska energetika, a.s. ID 47675691
Energetika Vitkovice, a.s. ID 25854712
(VITKOVICE STEEL, as.)
VITKOVICE STEEL Polska Sp. z 0.0. KSR 0000139053

Sale
2013687
5265
50
1108
39

6 117
60
75
543
9

4
9802
6796

4464

98

Receivables Advances paid
227 171 -
67 1642
6
1161
22 -
911 1207
15 -
88 7500
63

2019
609
408

98

VITKOVICE STEEL, a.s., purchases products, goods and services from related parties in the ordinary course of business. In 2002,
purchases from related parties totaled T CZK 930,779. As of 31 December 2002, liabilities amounted to T CZK 88,069 and

advances received from related parties were zero:

2002

VITKOVICE STEEL, a.s.



2002

STEEL,

OSINEK, a.s. *
VITKOVICE, a.s.
VITKOVICE - Export, a.s.
Vitkovické slévarny, spol. s r.0.
VITKOVICE - Zkugebny a laboratofe, spol. s T.0.
VITKOVICE - Vyzkum a vyvoj, spol. s r.0.
VITKOVICE - Udrzba, spol. s .0.
VITKOVICE Ozubarna, a.s.
VITKOVICE STROJIRENSTVI, as.
VITKOVICE Doprava, a.s.
VITKOVICE CAD/CAM Systémy, spol. s T.0.
VITKOVICE Lisovna, spol. s T.0.
VITKOVICE - STAMONT, spol. s .0.
(KRALOVOPOLSKA, a.s.)
Kralovopolska strojirna Brno, a.s.
NOVA HUT, as.
VYSOKE PECE Ostrava, a.s.
JAKL Karving, a.s.
NOVA HUT - Valcovna za studena, spol. s .0.
Severomoravska energetika, a.s.
Energetika Vitkovice, a.s.
(VITKOVICE STEEL, a.s.)
VITKOVICE - Servis centrum, a.s.

ID 012173

ID 45193070
ID 0549070
ID 25362810
ID 25870556
ID 25870807
ID 25871587
ID 25877933
ID 25877950
ID 25909339
ID 61972576
ID 62305492
ID 64617874

ID 63490188
1D 45193258
ID 25352954
ID 47672781
ID 64617882
1D 47675691
1D 25854712

ID 25824341

Purchase
244849
228783

1294
31393
51629
10512

254094

1736

5627
79067

192
307
2673

829
4638
6

170
357
12
12611

Liabilities
2481
12001
8
3929
7729
2062
13587
67
3100
21398

55

328

1138

19183

Advances received

* Apart from liabilities arising from ordinary business, the Company has another short-term liability of T CZK 300,000 and a long-term liability of T CZK 164,229 as of

31 December 2002.

The Board of Directors hereby declares that our Company suffered no damage arising from relations with related parties.

Ing. Vladimir Bail, Ph.D.
Chairman of the Board of Directors, ViTKOVICE STEEL, a.s.

Ing. Pavel Cimala

Member of the Board of Directors, VITKOVICE STEEL, a.s.
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STEEL,

To the Shareholders of VITKOVICE STEEL a.s. Ell ERNST & YOUNG AUDIT

We have audited the financial statements of VITKOVICE STEEL, a.s. for the year ended 31 December 2002 in accordance with Act
No. 254/2000 Coll. on Auditors and the auditing guidelines issued by the Chamber of Auditors of the Czech Republic. Our audit included
an examination of evidence supporting the financial statements and of the accounting policies and estimates used by management in their
preparation. Our audit procedures were carried out on a test basis and with regard to the principle of materiality.

The management of VITKOVICE STEEL, a.s. is responsible for maintaining accounting records and for preparing financial statements which
give a true and fair view of the assets, liabilities, equity, financial results and financial position of VITKOVICE STEEL, a.s. Our responsibility is to
express an opinion on the financial statements taken as a whole, based on our audit performed in accordance with this Act and the auditing
guidelines.

In our opinion, the financial statements present, in all material respects, a true and fair view of the assets, liabilities, equity and financial position
of VITKOVICE STEEL, a.s. as of 31 December 2002 and the financial results for the year then ended in accordance with Act No. 563/1991
Coll. on Accounting and relevant legislation.

We have also audited the financial statements of VITKOVICE STEEL, a.s. for the year ended 31 December 2001 and our report dated
26 April 2002 expressed an unqualified opinion on those statements.

Without qualifying our opinion, we would like to draw your attention to the following facts:

1. The accompanying financial statements have been prepared assuming that the Company will continue as a going concern. The Company
management is convinced that this assumption is justifiable as the Company is financed pursuant to the relevant governmental resolution
via OSINEK; a.s. whose sole shareholder is the National Property Fund of the Czech Republic, which is financed by Ceska konsolida¢ni
agentura (the Czech Consolidation Agency).

Should events that could adversely affect the above assumption occur, substantial doubts would be raised about the Company’s ability to
continue as a going concern and property and payables classification have to be adjusted accordingly.

2. The Company acquired a substantial part of its property through a contribution of part of the enterprise. The difference between the
amount recorded in the depositor’s accounting and the relevant expert’s opinion is reported as a provision for acquired property. Notes 2b
and 3ato the Financial Statements describe the accounting policy governing this provision.

The accompanying annual report for 2002 contains information about important matters related to the Company’s financial statements as of
31 December 2002, the evolution of its business and other matters. We have checked that the accounting information in the annual report is
consistent with that contained in the audited financial statements as of 31 December 2002. Our work as auditors was confined to checking
the annual report within the aforementioned scope and did not include a review of any information other than that drawn from the audited
accounting records of the Company.

We have checked the information disclosed in the report on relations between controlling and controlled persons and relations between
the controlled person and other persons controlled by the same person (report on related parties) prepared pursuant to Section 66a of the
Commercial Code. The Company’s statutory body is responsible for the completeness and correctness of the information in the report. During
our audit of the financial statements, we did not identify any matters that would suggest the information disclosed in the report is incorrect.

Ernst & Young CR, s.r.0. Milan Slavik 10 April 2003
License No. 401 Auditor, License No. 708 Prague, Czech Republic



