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profil spolecnosti - zdkladni udaje
profile of the company - general information

Ndzev: Lovochemie, as. Lovosice Name: Lovochemie, as., Lovosice
ICO: 49100262 Registration number:
DICO: 196-49100262 49100262
Sidlo: Terezinska 147, Tax ident. number of organization:
410 17 Lovosice 196-49100262
Telefon: 0419/56 11 11 Address: Terezinska 147,
Fax: 0419/53 30 98 410 17 Lovosice
E-mail: info@lovochemie.cz Telephone: +420 419 56 11 11
Internet: http://www.lovochemie.cz Facsimile: +420 419 53 30 98
Pravni forma: akciova spole¢nost E-mail: info@lovochemie.cz
Zakladatel: Fond ndrodniho majetku Internet: http://wwwlovochemie.cz
Ceské republiky, Praha Legal form: Joint-stock company
Ochrannd zndmka spolec¢nosti: Founder: The National Property Fund

of the Czech Republic, Prague
Registered mark of the company:

/ovocHEMmIE .
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zdkladni ekonomické ukazatele
fundamental financial indicators

Vynosy (mil. K¢) Revenues (mill. CZK)
Naklady (mil. K¢) Costs (mill. CZK)
Zisk pred zdanénim - ztrata (mil. K¢) Profit (loss) before taxes (mill. CZK)
Zisk po zdanéni - ztrita (mil. K¢) Profit (loss) after taxes (mill. CZK)
Pfidand hodnota (mil. K¢) Value added (mill. CZK)
Prodej celkem Total sales
z toho - vyvoz (mil. K¢) of which are - export (mill. CZK)
- tuzemsko (mil. K¢) - domestic (mill. CZK)
Aktiva celkem (mil. K¢) Total assets (mill. CZK)
Zakladni jméni (mil. K¢) Share capital (mill. CZK)
Pramérny pocet pracovniki Average number of employees

1997
3041
3190

-149
-157
448
2 659
1276
1383
2 354
892
1633

1998
3138
3127

11

11
543
2 600
1462
1138
2135
1142
1282

1999
2074
2128

-54
-54
351
1696
807
889
1927
1142
888



uvodni slovo generdlniho feditele

introduction from the managing director

Vazeni akcionafi, ddmy a panové,

dovolte mi nékolika vétami uvést vyro¢ni zpré-
vu Lovochemie, as., za rok 1999, ktery

nebyl lehky pro vSechny producenty hnojiv,
Lovochemii nevyjimaje.

Ceny hnojiv na zahrani¢nich trzich setrvdvaly

na nizké urovni z roku predchoziho. Negativni
dopad spole¢nost zaznamenala i pulro¢ni ne-
splavnosti feky Labe, kterd je hlavni dopravni

cestou pro export naseho zboZi do SRN.

Diky neustdlému tlaku vedeni a vSech pracov-
nikd podniku na veskeré ndklady i podpofre

ze strany akciondfu nebyl vysledny propad
trZeb tak velky, jak se v téchto extrémnich
podminkdch dalo predpoklddat. Na rozdil

od jinych, ¢asto vétsich svétovych producentu,
byla zestihlend spole¢nost schopna ¢&ést ztrat
eliminovat usporami energie, surovin

a dalsich ndklada.

Dear Shareholders,
Ladies and Gentlemen,

Let me briefly introduce the Annual Report of
the joint-stock company Lovochemie, as., for
the year ended on December 31, 1999,
which was rather a difficult year for all produ-
cers of fertilizers, not excluding Lovochemie.

The prices of fertilizers on the markets abroad
continued to be on a low level from the pre-
vious year. The company was also negatively

impacted by a half-year unnavigability of the

Elbe river which is the main transport way for
the export of our goods to Germany.




Zndamky oziveni poptdvky a nartst cen v roce
2000, ve kterém chce Lovochemie, as., pokro-
¢it kvalitativné o krok dal do tretiho tisicileti,
jsou dobrym znamenim.

Chystdme vystavbu nové efektivni jednotky
kyseliny dusi¢né, diverzifikujeme svuj vyrobni
sortiment v oblasti vyroby hnojiva ménime

i expedi¢ni uzly podniku tak, abychom byli
schopni pokryt ménici se pozadavky nasich za-
kaznik( na sortiment a kvalitu v krdtkém case.

Lovochemie snizuje i své negativni pusobeni

na zivotni prostredi. Vynaklddd k tomu nemalé
prostredky a dostdva se tak postupné do po-

védomi blizkého okoli jako odpovédny

a perspektivni podnik.

Vazeni akcionafi, vazené ddmy a panové,
vérim, Ze vysledky za rok 2000 potvrdi
soucasny spravny kurs nasi spole¢nosti i to,
Ze se proces transformace Lovochemie, as.,
v pruznou a moderni spole¢nost podafil.

4
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Owing to the continuous pressure of the
management and all the employees of the
company on every cost and due to the
support from the shareholders, the resulting
fall in revenues was not as large as it might
have been expected under these extreme
conditions. Unlike many other, often larger
world-wide producers, the downsized
company was able to eliminate part of the
losses by savings of energy, raw materials and
other costs.

The signs of revival and the price increase in
2000, in which Lovochemie, a.s., would like to
make progress in the quality towards the third
millenium, represent a good signal.

We are making preparations for a new,
effective unit for the production of nitric acid,
we have diversified our production
assortment in the area of fertilizers, and we
are adapting the dispatch systems in order
for the company to be able to cover the
changing requirements of our customers for

the assortment and the quality in a short time.

Lovochemie, as., has reduced its impact on
the environment. The company spends
considerable funds for this purpose, and
makes the near surroundings gradually aware
of Lovochemie as a responsible an
perspective enterprise.

Dear Shareholders, Ladies and Gentlemen,

| believe that the results for 2000 will confirm
the existing right course of our company, and
also the fact that the transformation process
of Lovochemie, as. into a flexible and
up-to-date company has succeeded.

e
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Ing. Ludék Peleska
generdlni feditel
Managing Director

VOCHEM
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orgdny a management spolecnosti
bodies and the management of the company

PREDSTAVENSTVO

predseda
mistopfedseda

ing. Andrej Babis
ing. Petr Kubal

ing. Pavel Cerny ¢len
ing. Milan Galia ¢len
ing. Josef Kasper ¢len
ing. Dagmar Negrovd ¢len
ing. Vit Subert ¢len
ing. Pavel Svarc, CSc. ¢len
ing. Milo$ Vodicka ¢len

DOZORCI RADA

p. Karel Novak predseda (do 21.12.1999)
ing. Jan Landa ¢len

pi Véra Knobovd  ¢len

ing. Otakar Lustik  ¢len (od 21.12.1999)

MANAGEMENT

ing. Ludék Peleska
generdlni feditel (od 1.11.1999)
ing. Pavel Cerny
ekonomicky reditel
ing. Milan Galia
obchodni feditel
ing. Emil Volhejn, CSc.
vyrobni feditel
ing. Milo$ Vodicka
povéreny fizenim technického
Gseku - od 1.11.1999
(do 31.10.1999 generdlni feditel)
ing. Jifina Prasilova
persondlni feditelka
ing. Jaroslava Tr¢kova
reditel pro jakost

Stav k 31.12.1999

BOARD OF DIRECTORS

Andrej Babi$ Chairman
Petr Kubal Vice-chairman
Pavel Cerny Member
Milan Galia Member
Josef Kasper Member
Dagmar Negrova Member
Vit Subert Member
Pavel Svarc Member
Milos Vodicka Member

SUPERVISORY BOARD

Karel Novak Chairman (before Dec 21, 1999)
Jan Landa Member

Véra Knobovda Member

Otakar Lustik ~ Member (since Dec 21, 1999)

MANAGEMENT

Ludék Peleska
Managing Director (since Nov 1, 1999)

Pavel Cerny

Economic Director
Milan Galia

Commercial Director
Emil Volhejn

Production Director
Milos Vodicka

In Charge of Managing the Technical
Department - since Nov 1, 1999
(before Oct 31, 1999 - Managing Director)
Jifina Prasilova
Human Resources Director
Jaroslava Tr¢kova
QM-System Director

Status on December 31, 1999



ZMENY, KTERE PROBEHLY
OD KONCE ROKU
DO OBDOBIi ZPRACOVANI
VYROCNI ZPRAVY

Dnem 29. 2. 2000 byl ing. Milan Galia odvo-
lan z funkce obchodniho feditele a na jeho
misto jmenovédn od 1. 3. 2000 JUDr. Miloslav
Spévacek. K datu 1. 3. 2000 bylo zruseno
povéfeni ing. Milose Vodicky fidit technicky u-
sek a od 1. 3. 2000 byl jmenovén technickym
feditelem ing. Milan Galia.

10. 2. 2000 odstoupil ing. Milos Vodicka

z funkce ¢lena predstavenstva a do predsta-
venstva byl kooptovdn ing. Ludék Peleska.
21.1. 2000 byl zvolen pfedsedou dozor¢i
rady ing. Jan Landa.

POST BALANCE SHEET DATE
EVENTS TILL THE DATE
OF THE ANNUAL REPORT

On February 29, 2000, Milan Galia was
recalled from his position as Commercial
Director, and Miloslav Spévédcek has been
appointed as Commercial Director since
March 1, 2000. On March 1, 2000, Milo$
Vodicka was recalled from his position

as Technical Department Manager and Milan
Galia has been appointed as Technical
Director since March 1, 2000.

On February 10, 2000, Milo$ Vodicka
resigned from his position as a member
of Board of Directors, and Ludék Peleska
was elected as a member of the Board
of Directors.

On January 21, 2000, Jan Landa was elected
as Chairman of the Supervisory Board.

o
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Struktura akciondru
ke dni 31.12.1999

Structure of Shareholders
as of Dec 31, 1999

AGROBOHEMIE as., Praha
AGROBOHEMIE as., Praha
PROFERTA, as. v likvidaci
Proferta, as. in liquidation
DIK

Individual possessors

of investment coupons
Pravnické osoby

Juristic persons

evvROCN\ ZPRAVA -

5390 %

3980 %

6,00 %

030 %

ANNUAL

organizacni struktura
organizational structure

Valna hromada akcionaru
General Assembly of Shareholders

Dozor¢i rada Pfedstavenstvo
Supervisory Board Board of Directors

Generdlni feditel
Managing Director

Predstavitel vedeni pro jakost
QM-system Representative in the Management

v o

struktura akciondr spolecnosti
structure of the shareholders

REPORT - 190909

Usek generdlniho feditele
Department of the Managing Director

Usek fizeni jakosti
QM-system Department

Obchodni sek
Commercial Department

Ekonomicky usek
Financial Department

Technicky usek
Technical Department

Personalni tsek
Personnel Department

Vyrobni usek
Production Department

of the company



zprava vedeni k oblastem cinnosti spole¢nosti

VYROBNIi PROGRAM

Hlavnim vyrobnim programem, podilejicim se
vice nez 90 % na obratu spolec¢nosti, je vyro-
ba priamyslovych hnojiv. Zahrnuje vyrobu
ledku amonného s vapencem (LAV), ledku
amonného s dolomitem (LAD), kombinova-
nych hnojiv (NPK) ve variantni sortimentni
skladbé poméru zivin N:P:K, ledku védpenatého
(LV) a kapalnych hnojiv, z nichz nejvyznamnéj-
3i je roztok dusi¢nanu amonného s mocovi-
nou s obchodnim ndzvem DAM 390. Na
vyrobu hnojiv navazuje produkce abrazivnich
materidlt pro vyrobu zubnich past - srazeného
uhli¢itanu vdpenatého (Lovatan) a dihydratu
hydrogenfosfore¢nanu vdpenatého (Milevit) a
polyetylénovych hadic a pytlu s potiskem

i bez potisku.

K dalsim vyrobkum v oblasti organické vyroby
patfi karboxymetylcelul6za (LOVOSA T20,
TS20) jako pfipravek pro vyrobu pracich prds-
kd, natérovych hmot a pro vyplachové emulze
pfi zemnich vrtech. Spole¢nost ddle vyrdbi
Zivou vodu, praskovou aromatizovanou smés,
uréenou k pfipravé ndpoju pro doplnéni
vapniku, hof¢iku a vitaminu C v organismu.

Oddéleni energetiky a vodniho hospodarstvi
zajistuje vyrobu potifebnych energii pro vlastni
spotfebu a ¢dstecné i pro cizi odbératele.
Vyrabi teplo, elektrickou energii, technologické
druhy vod, zajistuje rozvod téchto médii

a rozvod zemniho plynu v aredlu spole¢nosti.
Soucdsti oddéleni energetiky je i Cistici stanice
odpadnich vod a zabezpecend sklddka nebez-
pec¢nych odpadu, provozovand i pro komeréni
ucely.

V roce 1999 zajistoval ¢innosti spojené

s opravami a udrzbou centrdlné Gtvar hlavni-
ho mechanika, ktery zahrnoval oddéleni
strojni udrzby, centrdIni udrzby, technickych
sluZeb udrzby a externich sluzeb. Tato
organizace byla v zavéru roku zrusena

a jednotlivd oddéleni presla do pfimé
podfizenosti vyrobniho feditele.

PRODUCTION PROGRAM

The main production program which
represents more than 90 % of the turnover of
the company, is the production of fertilizers.
It includes the production of calcium
ammonium nitrate (CAN), calcium
ammonium nitrate with magnesium (CAN
with Mg), compound fertilizers (NPK) in
various types of nutrient ratio N:P:K, calcium
nitrate (CN) and liquid fertilizers of which the
urea ammonium nitrate solution (UAN) under
the commercial name DAM 390 is the most
important. With the fertilizer production the
following productions are connected:
production of abrasive materials for tooth
pastes - precipitated calcium carbonate
(Lovatan) and dicalciumphosphate dihydrate
(Milevit), and the production of polyethylene
hoses or sacks, both with and without
printing.

In the area of organic chemistry the company
produces carboxymethylcellulose (under the
name LOVOSA T20, TS20) as an additive for
the production of detergents, coating
compositions and for drilling emulsions for
producing wells. The company produces also
Zivd voda which are effervescent aromatized
powder mixtures intended for preparation of
drinks for supplementing calcium, magnesium
and vitamin C in human organism.

The department of power and energy systems
provides the production of the necessary
energy for the company itself, and partly also
for other customers. This department
produces heat, electrical energy, and several
sorts of technological water, and provides the
distribution of these media and of the natural
gas in the area of the company. This
department includes also a sewage
treatment plant and a secured dangerous
waste dump site which is operated also

for commercial purposes.

The activities connected with repairs and
maintenance were provided centrally by the
Department of the Maintenance Manager in
1999. This department included mechanical
maintenance, central maintenance, technical
services of the maintenance, and external
services. This organizational system was
dissolved at the year end and individual
departments were transferred under direct
supervision of the Production Director.

Vyroba prumyslovych
hnojiv (v tis. tun Cistych Zivin)

Production of Fertilizers
(in thous. MT of pure nutrients)

200

180 13,0
15,0

160

160 4,

08' 1573 68
140 137 91

1430 1410
120

100

80

60

40

97 98 929

Dusikatd hnojiva (N)
Nitrogen fertilizers (N)
® Fosfore¢nd hnojiva (P,O,)
Phosphate fertilizers (P,O5)
@ Draselna hnojiva (K,0)
Potash fertilizers (K,O)

Vyroba, ndkup a prodej
elektrické energie (tis. M\Wh)

Production, Purchase and Sale of
Electrical Energy (in thous. of MWh)

120
100 s 80 19.0
80 535 280 59,1
60
40

397 390 331
20

97 98 99

Vlastni vyroba elektrické energie
Electricity produced in Lovochemie
@ Nékup elektrické energie
Purchased electricity
@ Prodej elektrické energie
Sold electricity



Podil vyrobka
na trzbach spolec¢nosti

Product Proportion
to the Revenue of the Company

(%)

718

212

777

1998
B9

23

134

86,8

1999

@ Prumyslovd hnojiva
Fertilizers
® Viskdzové hedvabi kordové
Viscose cord rayon
@ Lovosa
Lovosa
Energie
Energy
@ Ostatni malotondzni vyroba
Other small-scale production
® Lovodlazdice
Lovodlazdice

VYROCENI ZPRAVA -ANNUA

PRODE]J

Trzby za prodej vyrobkli Lovochemie, as,,
dosdhly v roce 1999 celkové ¢astky 1 696
mil. K¢ a ve srovndni s podnikatelskym pla-
nem byly nizsi o 566 mil. K& Oproti minulym
rokim spolec¢nost jiz nerealizovala vyrobu

a prodej viskdzového hedvdbi kordového, coz
oproti roku 1998 znamenalo snizeni hodnoty
prodeje o 350 mil. K¢.

V prodeji na tuzemsky trh se podafilo

v objemovych jednotkdch spinit nebo
prekrocit planované ukazatele v oblasti
pramyslovych hnojiv u LAV/LAD, DAM 390

a NPK 13-19-19, naopak mensi nez planova-
ny prodej byl zaznamendn u kombinovaného
hnojiva NPK 15-15-15 a u LV. Z ostatnich
vyrobku Ize kladné hodnotit prodej obou typu
LOVOSY i abraziv. Ve finan¢nim vyjadreni viak
prodej na doméci trh nesplinil o¢ekdvani, pre-
stoze celkové mnozstvi prodanych hnojiv bylo
o vice nez 10 000 t vy3si nez v roce pfedcho-
zim. Pfi¢inou byly nizsi dosazené ceny prumy-
slovych hnojiv v disledku celkového poklesu
cen téchto komodit na svétovém trhu a preva-
zujici nabidky nad poptévkou. Hlavnim ob-
chodnim partnerem pfi prodeji hnojiv

do tuzemska byla spole¢nost AGROFERT HOL-
DING, as. jejimz prostfednictvim

se realizovala i vétSina exportu.

SALES

The proceeds of sales of the products of
Lovochemie, as., totaled 1 696 mill. CZK in
1999, and were lower by 566 mill. CZK when
compared to the business plan. In comparison
with the previous years the company no lon-
ger produced and sold the viscose cord rayon,
which fact resulted in a reduction of sales by
350 mill. CZK year-on-year.

With regard to the sales on the domestic mar-
ket the company succeeded in fulfilling

or exceeding the planned indicators in
volume units in the field of fertilizers CAN,
CAN with Mg, UAN (DAM 390), and

NPK 13-19-19. By contrast, the compound
fertilizer NPK 15-15-15 and CN were sold

in smaller amounts than planned. Concerning
other products, the sales of both LOVOSA
types and of abrasives can be pointed out.

In financial terms, however, the sales in the
domestic market fell short of expectations,
despite the fact that the total fertilizers sold
were more than 10 000 tons greater than in
the previous year. The reason was largely due
to lower prices of fertilizers attributable to the
general fall in prices of these commodities on
the world market and excess supply over de-
mand. The main business partner in relation
to sales of fertilizers on the domestic market
was the company AGROFERT HOLDING, as.
Substantially all export was realized through
the mediation of this company.




Dodavky prumyslovych hnojiv do zahranici
byly ve srovnani s rokem 1998 celkové nizsi

0 30 %. Do této skutecnosti se negativné pro-
mitla ostrd konkurence, vyplyvajici z nadvyro-
by, i problémy v oblasti lodni dopravy, kdyz té-
meéf po celé 2. pololeti 1999 byla zastavena
plavba na Labi pro minimalni vodni stavy.

V objemu prodeje ma pro Lovochemii nejvét-
$i vyznam némecky trh, kde hlavnim obchod-
nim partnerem Lovochemie byla firma Bayfert.
Finan¢ni efekt z exportu hnojiv byl pozname-
nén realiza¢nimi cenami, které v roce 1999
dosdhly urovné nékolikaletého minima. Pro
vdznouci expedici, zejména LAV/LAD a kombi-
novanych hnojiv, bylo nutno ve 2. pololeti
1999 pristoupit k bilanénimu omezovani
vyroby pro plné sklady hotovych vyrobka.

Po vstupu do roku 2000 s blizici se sezonou
aplikace primyslovych hnojiv byly zdsoby
vyrobku i pfi plném vyuZiti vyrobni kapacity
béhem prvnich dvou mésicl zcela vyprodany.

Pozitivnim prvkem v oblasti zahrani¢niho
obchodu byla stabilizace prodeje LV a nalezeni
spolehlivého obchodniho partnera pro

export LOVOSY do Ruské federace; oba tyto
vyrobky byly proddvdny spolecnosti pfimo
zahrani¢nim zdkaznikim.

Pfi prvnim opakovacim auditu certifikovaného
systému jakosti podle normy EN ISO 9002 ob-
hdjil podnik certifikdt na vyrobu a prodej LAV
a LAD a rozsifil certifikdt systému jakosti

i na vyrobu a prodej LOVOSY T20 a LOVOSY
TS20. Znacka Czech Made byla na dalsi rok
propuj¢ena ledku amonnému s vdpencem ne-
bo dolomitem a Zivé vodé.

Deliveries of fertilizers abroad were generally
lower by 30 % year-on-year. This fact was
adversely affected by a severe competition
resulting from overproduction and by also the
problems related to the water transport when
the Elbe navigation was discontinued as

a result of a very low water level for virtually
the entire second half-year of 1999. In terms
of sales the German market is of the greatest
importance for Lovochemie, and the
company Bayfert is the main business partner
on this market. The financial effect from the
fertilizer export was negatively influenced by
realized prices which, in 1999, reached their
minimal level over the past several years.

As a result of the stagnating shipments

of especially CAN/CAN with Mg and
compound fertilizers it was necessary to take
steps in respect of a balance limitation of
production due to storage capacities being full
with finished products in the second

half-year 1999.

After the beginning of 2000, with the nearing
season of fertilizer application, the product
inventory was completely sold within the first
two months even with the production
capacities being fully in use.

A positive element in the field of the foreign
trade involved stabilizing the sale of CN and
finding a reliable business partner for the
export of LOVOSA in the Russian Federation.
The company sold both these products
directly to foreign customers.

Upon the first repeated audit of the certified
quality system according to the EN ISO 9002
the company defended the certification for
the production and sale of CAN and CAN
with Mg, and expanded the quality system
certificate in respect of the production and sa-
le of LOVOSA T20 and LOVOSA TS20.

For the next year the Czech Made Mark was
awarded to the calcium ammonium nitrate
and calcium ammonium nitrate with Mg,
and to Zivé voda.

VOCHEM



Casovy prabéh tvérového zatizeni
v letech 1997-1999 (mil. K¢)

Development of the Credit Situation
in 1997-1999 (mill. CZK)

600 170
150 g0 592'8.‘
500 5740 32.0. '
— 525,0
400
300
200
100
97 98 99

Tuzemské - krdtkodobé
Domestic - short-term
® Tuzemské - sttednédobé
Domestic - medium-term
@ Zahrani¢ni - dlouhodobé
Foreign - long-term

ANNUA

REPO

TVORBA ZISKU

Spolecnosti se v roce 1999 nepodafilo zopa-
kovat hospodarské vysledky roku 1998 a tedy
ani splnit tkoly podnikatelského planu roku,
ktery pfedpoklddal mirné ristovou tendenci
v porovndni s rokem 1998.V roce 1999 vyka-
zala akciovd spolecnost ucetni ztratu (hospo-
darsky vysledek pred zdanénim) 54,0 mil. K¢,
pficemz planovany zisk pfed zdanénim byl
20,0 mil. K¢. Hlavni pfi¢inou tohoto negativni-
ho vysledku bylo nenaplnéni planovanych
trzeb v prodejnich objemech i dosazenych
prodejnich cendch a nedosaZeni planovaného
objemu vyroby. Dopad téchto vlivl se nepo-
dafilo kompenzovat ani vyraznou usporou
fixni slozky ndkladu, ani dosaZzenymi nizSimi
cenami v oblasti ndkupu surovin.

FINANCNI SITUACE

Finan¢ni situace spole¢nosti byla v prabéhu
roku napjatd, podafilo se v3ak profinancovat
veskeré zdvazky nejen vuci stdtu, zaméstnan-
cim, bankdm, ale i vi¢i obchodnim partne-
rim. Vyznamnym finan¢nim zdrojem, ktery
spole¢nost obdrzela na prelomu 1. a 2. polole-
ti roku, byla ¢dstka 175 mil. K¢ jako druhd
spldtka navyseni zdkladniho jméni upsaného
akciondfi v roce 1998 v ¢dstce 250 mil. K.
Tato ¢dstka byla pouzita na profinancovani pfi-
ristku zdsob hotovych vyrobku a snizeni vyse
zdvazku vaci obchodnim partneram.

Spole¢nost v roce 1999 zcela vyporddala své
dlouhodobé zdvazky z minulych let - avéry
od Konsolida¢ni banky a na trvale se obraceji-
ci zasoby a uvér od obchodniho partnera,
¢erpany v roce 1995 na nédkup Zelezni¢nich
vagonu. Investi¢ni dvér spolecnost Cerpala na
konci roku 1999 pouze ve vysi 8 mil. K¢, ktery
bude do poloviny roku 2000 pIné splacen.

PROFIT CREATION

The company did not succeed to repeat the
economic results for the year 1998, let alone
to fulfill the task of the Business Plan of the
year which expected a slightly growing trend
in comparison with the year to December 31,
1998. The company incurred accounting loss
(result before taxes) of 54.0 mill. CZK in 1999,
the planned profit before taxes being

20.0 mill. CZK. The principal reason for this
negative result was a failure to fulfill planned
revenues both in terms of sales and selling
prices, and a failure to achieve the planned
production volume. The company did not ma-
nage to compensate these impacts not

even by considerable savings in the fixed
element of costs or by reaching lower prices
in the area of raw material purchases.
FINANCIAL SITUATION

The financial situation of the company was
rather tense during the year, however, the
company managed to finance all its liabilities
not only to the state, its employees and banks
but also to all its business partners.

A considerable financial resource involved
175 mill. CZK which the company received
at the turn of the 1st six months as the
second installment of the increase in the
share capital subscribed for by the
shareholders amounting to 250 mill. CZK

in 1998. This amount was used to finance
the increase in finished products inventory
and to reduce liabilities to business partners.

In 1999, the company fully settled its
long-term payables incurred in the past years
- loans from Konsolida¢ni banka and loans for
moving inventory and a loan from a business
partner used to purchase railway wagons

in 1995. At the end of 1999, the company
made withdrawals under an investment loan
amounting to 8 mill. CZK which will be fully
repaid before the middle of 2000.



ZAKLADNI UKAZATELE
FINANCNI ANALYZY

Finan¢ni ukazatele celkové zadluZenosti a miry
zadluZenosti ve srovndni s minulymi lety dlou-
hodobé klesaji, coz svéd¢i o pozitivni tenden-
ci. Z ramce standardni situace podniku che-
mického primyslu nevybocuji ukazatele
likvidity. Protoze spole¢nost v roce 1999
zaznamenala ztrdtu ve vysi 54,0 mil. K¢, odra-
zila se tato skute¢nost v ukazateli rentability.

FUNDAMENTAL INDICATORS
OF THE FINANCIAL ANALYSIS

In comparison with previous years, the
financial indicators of the total indebtedness
and of the rate of indebtedness have been
decreasing on a long-term basis which fact
proves a positive trend. The liquidity
indicators do not go beyond the framework of
the standard position of the enterprises
operating in the chemical industry. The
company sustained a loss of 54.0 mill. CZK
for the year ended December 31, 1999
and this fact was reflected in the return

on equity ratio indicator.

LOVOCHEMIE, A.S

Vyvoj kursu akcii Lovochemie, as.,
BCPP - 1999 (v K¢)

Prices Development of the Shares
of Lovochemie, as.

Prague Stock Exchange-1999 (in CZK)

120

110
100

920

@ Maximum
Maximum

® Pramér
Average

@® Minimum
Minimum

Zékladni ukazatele
finan¢ni analyzy

Fundamental Indicators
of the Financial Analysis

1997 1998 1999

Celkova zadluZenost (%)
Total indebtedness (%)
61,9 459 43,0

Mira zadluzenosti (%)
Rate of indebtedness (%)
1627 85,0 753
Béznd likvidita
Current liquidity

040 045 040
Celkova likvidita
Total liquidity

084 090 099

Rentabilita vlastniho kapitdlu (%)
Return on equity ratio (%)
X 1.0 X

CELKOVA ZADLUZENOST
= cizi zdroje/aktiva
TOTAL INDEBTEDNESS
= liabilities/assets
MIRA ZADLUZENOSTI
= cizi zdroje/vlastni jméni
RATE OF INDEBTEDNESS
= liabilities/equity
BEZNA LIKVIDITA
= (finan¢ni majetek
+ kratkodobé pohledévky)
/kratkodobé zdvazky
CURRENT LIQUIDITY
= (Cash + short term debtors)
/short term creditors
CELKOVA LIKVIDITA
= (obéznd aktiva
- dlouhodobé pohledavky)
/kratkodobé zdvazky
TOTAL LIQUIDITY
= (Current assets
- long term debtors)
/short term creditors
RENTABILITA VLASTNIHO KAPITALU
= zisk/vlastni jméni
RETURN ON EQUITY RATIO
= net profit/equity
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INVESTICE

Investi¢ni aktivity spolecnosti byly v roce
1999 zaméreny jak na akce rozvojové, slouzici
k zajisténi vyroby a rozsifeni sortimentu
prumyslovych hnojiv, tak na akce obnovovaci i
resici problematiku ekologie.

Z vyznamnéjsich Ize jmenovat na vyrobné LAV
Il modernizaci uzlu chlazeni a vyfeseni zdroje
tlakového vzduchu pro tuto vyrobnu. Na vy-
robné NPK pokracovala lll. etapa akce
Modernizace vyrobny NPK jednotlivymi dil¢i-
mi kroky: fidici systém, rozsifeni sortimentu vy-
robku, vypirka alkalickych emisi, pfiprava

na prestavbu uzlu krystalizace. Na této
vyrobné byla realizovdna prvni etapa feseni
oplachovych vod s cilem zamezeni vypousténi
znecisténych vod do Labe. Na energetice pro-
béhla modernizace fidiciho systému

tepldrny a elektrdrny. Byla realizovdna akce
parni propojeni vyrobny KD 5 s energetikou.

Ze zdroji FNM CR bylo financovéno pokraco-
véni akci, spojenych s odstrariovdnim staré
ekologické zdtéze v prostoru vyrobny NPK.

OCHRANA ZIVOTNIHO
PROSTREDI

V roce 1999 naddle pokracoval nastoupeny
trend snizovdni vsech sledovanych ukazatelu
znecisténi ovzdusi. Tyto uspéchy koresponduji
se zdvéry hodnotici studie ,Komplexni vliv
aredlu priamyslové chemie Lovosice na zivotni
prostfedi a zdravi obyvatel", kterd doklada
vyznamneé snizeni imisni zdtéze okolniho
regionu, zpusobené vlivem cinnosti spole¢nos-
ti. Hlavni pozornost byla ddle vénovdna snize-
ni vypousténého znecisténi v odpadnich vo-
ddch, hlavné v ukazatelich anorganicky

dusik a fosfor. Taktéz byl zprovoznén systém
cirkulace oplachovych vod na vyrobné
kombinovanych hnojiv.

INVESTMENTS

The Investment activities of the company
focused on both development projects
ensuring the production and enlarging the
fertilizer assortment, and renewal and
environmental projects.

Of the most important projects we may point
out the modernization of the cooling section
and the solution to the resource of the
pressure air for this production. The third
stage of the NPK plant modernization
continued by the following individual steps:
control system, enlargement of the type of
products, alkaline emissions scrubbing and
preparation for the reconstruction of the
crystallization section. The first stage of the
waste water treatment was realized, the aim
being to prevent the discharging of waste
water into the Elbe river. The control system
in respect of the power and heating plants
was subject to modernization. The project
related to steam pipeline connection between
the power plant and nitric acid plant KD 5
was accomplished.

The company continued to remove the old
ecological contamination in the area of the
NPK production plant. These efforts were
financed by the National Property Fund of
the Czech Republic.

PROTECTION
OF ENVIRONMENT

In 1999, the trend to reduce all the
monitored air pollution indicators continued.
This success is reflected in the conclusions

of the assessment study "Comprehensive
Influence of the Industrial Chemistry Center
in Lovosice on the Environment and Health
of Inhabitants” which confirms a considerable
reduction of emission load of the surrounding
region attributable to the company's activity.
In addition, the company shifted its focus on
the reduction of the pollution discharged in
waste water, mainly of inorganic nitrogen and
phosphorus. Moreover, the system of the
rinsing water circulation was put into routine
operation at the compound fertilizer
production plant.



V uplynulém roce Gspésné pokracoval
program zneskodnovdni staré ekologické zdté-
Ze z obdobi pred privatizaci, pficemz ndklady
na tuto ¢innost hradi FNM. Prdce, které probi-
haji v aredlu spole¢nosti, jsou zaméreny na
likvidaci ropného znecisténi v okoli vyrobny
kombinovanych hnojiv.

Péce o Zivotni prostiedi a dosazené vysledky
byly v roce 1998 ocenény odbornou komisi
Svazu chemického pramyslu CR udélenim
loga RESPONSIBLE CARE - odpovédné podni-
kdni v chemii. Logo vyjadfuje pfed domaci

a zahrani¢ni verejnosti dobrovolny zdvazek
spole¢nosti zodpovédné pfistupovat

k ochrané zdravi a Zivotniho prostfedi.

PERSONALNI
POLITIKA

Profesni a kvalifika¢ni struktura zaméstnancu
spolec¢nosti je ddna specifickymi podminkami
nepretrzitych vyrobnich provozu. Spole¢nost
naddle pokracovala v realizaci opatfeni vedou-
ci k vyrazné racionalizaci organizace a sniZeni
ndkladu, které zahdjila v roce 1997. V rdmci
téchto restrukturalizacnich opatreni se snizil

v roce 1999 pocet systemizovanych mist

z 1 045 na 806 k 31.12.1999.

Dulezitym a trvalym dkolem je promyslené
zvySovani kvalifikace vSech zaméstnancu
dle potfeb spolecnosti.

Prumérny pocet zaméstnancl spole¢nosti za
rok 1999 byl 888 osob, z toho 611 délnikd
a 277 technickych a administrativnich.

Prumérny mésicni vydélek spole¢nosti dosahl
hodnoty 14 475 K¢, coz znamena narust
0 10,7 % proti skutecnosti roku 1998.

In 1999, the clean-up program of the old
ecological contamination from the
pre-privatization period continued
successfully, being funded by the National
Property Fund of the Czech Republic.

The work which has been done in the area
of the company focused on the disposal

of the oil contamination in the surroundings
of the compound fertilizer production plant.

The company's environmental management
and its results were appreciated by the Expert
Commission of the Chemical Industry
Association of the Czech Republic which
awarded to the company the RESPONSIBLE
CARE mark - responsible chemical enterprise.
This logo proves to both the domestic and
foreign public the Company's efforts

to protect health and environment.

HUMAN RESOURCES
POLICY

Both the professional and qualification
structure of the company's staff are given
by specific conditions of the continuously
operating production plants. The company
continued to take measures aimed

at a considerable rationalization of the
organization and the cost reduction which
were launched in 1997. As part of these
restructuring efforts the number of established
positions was reduced from 1,045 as of
Dec 31,1998, to 806 as of Dec 31, 1999.

An important and permanent task is

a well-considered enhancement of
qualification of the employees to meet
the requirements of the company.

The average number of employees

of the company was 888 in 1999, of which
611 were workers and 277 were technicians
and clerks.

The average monthly wage amounted to
14,475 CZK, which represents a year-on-year
increase of 10,7%.

Pramérny pocet zaméstnancu
v letech 1997-1999

Average Number of Employees

in 1997-1999

2000
1633
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Primeérny mésicni vydélek
v letech 1997-1999 (v K¢)

Average Monthly Earnings
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(adaje v tis K&)
(in thous. of CZK)

Hospodarsky vysledek
bézného obdobi roku 1999 - ztrata
Result for the current accounting
period of 1999 - loss

-53 973
Vypoftdddni ztrdty na vrub
nerozdéleného zisku
Settlement of the loss
from retained earnings

8 457

Vypotédddni ztraty na vrub
rezervniho fondu
Settlement of the loss from
the reserve fund
550

Vypofddani ztraty na vrub
ostatnich kapitalovych fondu
Settlement of the loss
from other capital funds

1089

Neuhrazend ztrata
Outstanding loss
-43 877

VYROCENI ZPRAVA -ANNUA

OCEKAVANA HOSPODARSKA
A FINANCNI SITUACE A.S.
V. ROCE 2000

Hlavnim obchodnim cilem spole¢nosti bude
zajisténi prodeje vyrobkd v pldnovanych
objemech a cendch - k nejdulezitéjsim patfi
prodej 415 000 t ledku amonného s vdpen-
cem v¢etné ledku amonného s dolomitem,
99 000 t DAM 390, 77 500 t NPK 15-15-15
a 45 500 t ledku védpenatého. V ekonomické
oblasti spole¢nost predpoklddd dosazeni obra-
tu v ¢éstce 2,1 mld. K¢ za prodej vyrobkl a
vykont a dosazeni zisku pred zdanénim

v ¢dstce 40 mil. K¢. Vzhledem k uplatnitelné
danové ztraté minulych let spole¢nost nebude
mit splatnou dafiovou povinnost. V roce 2000
bude spolecnost kldst hlavni diraz na spinéni
Ukolu logistiky a na pfipravu vystavby nové vy-
robny KD 6. Naddle bude ve spole¢nosti po-
kracovat proces vnitini restrukturalizace a do-
jde k dalSimu snizeni poctu zaméstnancu z
836 k 31.12.1999 na cca 720 do konce roku.

ndvrh na vyporaddni ztraty

EXPECTED ECONOMICAL AND
FINANCIAL SITUATION OF
THE COMPANY IN 2000

The main business target of the company will
be to ensure the sale of the products in the
planned volumes and prices - sale of

415 000 metric tons of calcium ammonium
nitrate including the calcium ammonium
nitrate with magnesium, 99 000 tons of UAN
(DAM 390), 77 500 tons of NPK 15-15-15
and 45 500 tons of calcium nitrate belongs
to the most important tasks. In the economic
area the company expects to reach a turnover
of 2.1 billion CZK for the sale of products
and services, thereby generating a profit
before taxes of 40 mill. CZK. Given the
utilizable tax loss from previous years the
company will have no income tax liability.

In 2000, the company will place emphasis
mainly on the logistics tasks and a preparation
of the new nitric acid plant KD 6. The
company will also continue with its internal
restructuring. The number of employees will
be further reduced from 836 as of Dec 31,
1999, to approx. 720 before the end

of the year

proposal for the settlement of the loss




stanovisko dozorci rady

Dozor¢i rada Lovochemie, as. projednala
hospoddrsky vysledek za leden az prosinec
1999 a predlozené auditorské ovéreni.

Dozorci rada po zhodnoceni vysledku as., jak
jsou uvedeny v ucetni zdvérce po zhodnoceni
auditorem konstatuje, ze zdvérka ve vsech sou-
vislostech zobrazuje sprdvné majetek,
pohleddvky, zdvazky, vlastni jméni a financni si-
tuaci Lovochemie k 31.12.1999 a vysledky je-
jiho hospodareni za rok 1999 v souladu se za-
konem ¢. 563/1991 Sb,, o ucetnictvi

a pfislusnymi pfedpisy. Po zhodnoceni téchto
skute¢nosti dozor¢i rada doporucuje valné
hromadé schvdlit ro¢ni zavérku Lovochemie.

Ddle dozor¢i rada doporucuje valné hromadé
schvdleni ndvrhu zpusobu vypofdddni hospo-
darského vysledku za rok 1999, ktery predkla-
da predstavenstvo as. aby cdst Ucetni ztrdty
za rok 1999 byla zu¢tovdna na vrub disponi-
bilnich zdroju spole¢nosti, tj. rezervniho fondu,
nerozdéleného zisku minulych let a ostatnich
kapitdlovych fondu, které ke dni 31.12.1999
vykazuji celkem ¢dstku 10 096 tis. K¢ a zbytek
ztrdty v Cdstce 43 877 tis. K¢ zustal jako
neuhrazenad ztrdta minulych let.

V Lovosicich dne 3.5.2000

The Supervisory Board of Lovochemie, as.
has discussed the results of operations for
the year ended December 31, 1999, and
the presented auditor's report.

Having assessed the results of operations

of the Company as presented in the audited
financial statements the Supervisory Board
states that the financial statements present
fairly, in all material respects, the assets,
liabilities, receivables, payables, shareholders'
equity and the financial position of
Lovochemie as of December 31, 1999,

and the results of its operations for the

year then ended in accordance with

Act No. 563/1991 Coll, on Accounting and
relevant accounting regulations. Having taken
into consideration these matters

the Supervisory Board recommends

to the General Meeting of Shareholders

of Lovochemie to approve these financial
statements.

Furthermore, the Supervisory Board
recommends to the General Meeting

of Shareholders to approve the settlement

of loss for the year ended December 31,
1999, as proposed by the Board of Directors,
that is, to settle a portion of the 1999 loss
against the Company's available funds such
as the reserve fund, retained earnings and
other capital funds which show a balance

of CZK 10 096 thousand as of December 31,
1999, and the remaining portion of the loss
of CZK 43 877 thousand will be recorded

as accumulated losses.

Lovosice, May 3, 2000

Z
e
i /

ing. Jan Landa
predseda dozor¢i rady
Chairman of the Supervisory Board

VOCHEM



financ¢ni c¢ast

ROZVAHA
BALANCE SHEET

financial part

v tis. K&
in thous. of CZK

Aktiva celkem

Pohledavky za upsané jméni

Stald aktiva

Nehmotny investi¢ni majetek

Hmotny investi¢ni majetek

Finanéni investice

z toho:

- podilové cenné papiry a vklady
s rozhodujicim vlivem

Obéznd aktiva

Z3soby

Dlouhodobé pohledavky

Kratkodobé pohledévky

Finan¢ni majetek

Ostatni aktiva

Pasiva celkem

Vlastni jméni

Zakladni jméni

Kapitédlové fondy

Fondy tvorené ze zisku

Hospodarsky vysledek minulych let Retained earnings

Hospodarsky vysledek
Uc¢etniho obdobi

Cizi zdroje

Rezervy

Dlouhodobé zdvazky
Kratkodobé zavazky

Bankovni uvéry a vypomoci

z toho:

- dlouhodobé bankovni uvéry
Ostatni pasiva

@ v vrocni zeRAva ANNUAL REPoRT 1955

31121997

Total assets 2 354 435
Stock subscription receivable 0

Fixed assets 1203 885
Intangible fixed assets 4744
Tangible fixed assets 1193892
Financial investments 5249
of which are:
- share securities and deposits
with controlling influence 100
Current assets 1013 302
Stocks 462 783
Long-term receivables 746
Short-term receivables 488 740
Financial assets 61033
Other assets 137 248
Total capital and liabilities 2 354 435
Owner's equity 896 173
Share capital 891 402
Capital funds 11 933
Funds created from profit 94 814
55003
Result of the current
accounting period -156 979
Liabilities 1423 389
Reserves 84 519
Long-term liabilities 49 036
Short-term liabilities 700 155
Bank loans and short-term notes 589 679
of which are:
- long-term bank notes 7 653
Other liabilities 34 873

31121998

2135 498
175 236
1118 737
6 958
1107 807
3972

100

772 216
353 096
746

403 794
14 580
69 309
2135 498
1154 483
1141 409
1089
978

0

11 007
971 579
31 202
29 261
346 171
564 945

8 080
9 436

31.12.1999

1926 569
0
1122713
7 352
081 683
33678

N

29 500
756 487
428 989

746
302 619

24133

47 369
926 569
098 775
141 350

1089
1852
8 457

EENE N

-53 973
814 843
17 140
19 563
177 189
600 951



VYKAZ ZISKU A ZTRAT

v tis. K&
in thous. of CZK

Vykony a prodej zbozi

z toho:

- trzby za prodej vlastnich vyrobkau,
sluzeb a zbozi

- zména stavu vnitropodnikovych
zdsob vlastni vyroby

- aktivace vnitropodnikovych vykonu

Vykonova spotieba a naklady

na prodané zbozi

Pfidand hodnota

Osobni ndklady

Odpisy nehmotného a hmotného

investicniho majetku

Zactovani rezerv, opravnych polozek

a casového rozliseni

Tvorba rezery, opravnych polozek

a casového rozliseni

Jiné provozni vynosy

Jiné provozni ndklady

Provozni hospodarsky vysledek

Zactovani rezerv a opravnych polozek

do finan¢nich vynosu

Tvorba rezerv a opravnych polozek

na finan¢ni néklady

Jiné financni vynosy

Uroky a jiné finan¢ni néklady,

dan z pfijmu

Hospodarsky vysledek z finan¢nich operaci,

véetné dané z pfijma bézné cinnosti

Hospodarsky vysledek za béznou ¢innost

Mimorddné vynosy

Mimofadné ndklady

Mimoftddny hospodarsky vysledek

Hospodarsky vysledek za ucetni obdobi

1997

Output and sale of goods 2 749 946
of which are:
- revenues from the sale of own products,

services and goods 2 664 992
- change in inventory

of own products 57 149
- capitalization of the internal outputs 27 805
Production consumption and costs
of goods sold 2 301 594
Value added 448 352
Personnel costs 312725
Depreciation of the intangible and
tangible assets 178 129
Settlement of reserves, provisions
and prepaid expenses 120 577
Creation of reserves, provisions
and prepaid expenses 102 825
Other operating revenues 97 227
Other operating costs 76 252
Operating income -3775
Settlement of reserves and provisions
to financial revenues 1154
Creation of reserves and provisions
to financial costs 39 577
Other financial revenues 17 645
Interests and other financial costs,
income tax 144 317
Income of financial operations including
income tax from current activities -165 095
Result from current activities -168 870
Extraordinary revenues 54 601
Extraordinary expenses 42710
Result of extraordinary activities 11 891

Result for the current accounting period  -156 979

1998
2 651 065

2 606 090

8 848
36 127

2108 500
542 565
285972

217 460

103 359

73 924
143 192
100 594
111 166

39577

18 956
27 164

152 681

-104 896
6 270
173 859
169 122
4737

11 007

1999
1 821 880

1703 397

79 397
39 086

1470 614
351 266
216 673

181 831

76 838

57 528
136 805
99 952
8 925

13 427

9 865
11 433

80 424

-65 429
-56 504
13912
11 381

2531
-53 973

VOCHEM



vyrok auditora

AUDITORSKA ZPRAVA
PRO AKCIONARE SPOLECNOSTI
LOVOCHEMIE, A.S.

Na zdkladé provedeného auditu jsme dne 27. bfezna 2000
vydali k ucetni zdvérce, kterd je soucdsti této vyro¢ni zpra-
vy, zpravu ndsledujiciho znént:

Provedli jsme audit pfilozené Ucetni zdvérky spolecnosti
Lovochemie, as, k 31. prosinci 1999. Za sestaveni ucetni
zdvérky a vedeni Ucetnictvi v souladu s platnymi zdkony

a predpisy je odpovédné predstavenstvo spole¢nosti. Nasi
odpovédnosti je vyjadrit ndzor na ucetni zavérku jako
celek na zdkladé provedeného auditu.

Nas audit jsme provedli v souladu se zdkonem

¢. 524/1992 Sb, o auditorech a Komofe auditori Ceské
republiky a auditorskymi smérnicemi vydanymi Komorou
auditord. Tyto smérnice vyzaduji, abychom pldnovali

a provedli audit s cilem ziskat pfiméfenou miru jistoty, Ze G-
cetni zdvérka neobsahuje vyznamné nesprdvnosti. Audit za-
hrnuje vybérovym zpusobem provedené ovéfeni Gcetnich
zdznamu a dalich informaci prokazujicich udaje

v ucetni zavérce. Audit také zahrnuje posouzeni ucetnich
postupl a vyznamnych odhadu pouzitych spole¢nosti pfi
sestaveni zdvérky a posouzeni celkové prezentace tGcetni
zdvérky. Domnivdme se, ze provedeny audit ddva pfimére-
ny zdklad pro vysloveni vyroku na ucetni zavérku.

Podle naseho ndzoru ucetni zdvérka ve vsech vyznamnych
aspektech vérné zobrazuje majetek, zdvazky a vlastni jméni
spole¢nosti Lovochemie, as., k 31. prosinci 1999 a vysled-
ky jejiho hospodareni za rok 1999 v souladu se zdkonem ¢.
563/1991 Sb., o Gcetnictvi a pfislusSnymi Ucetnimi
predpisy.

Aniz bychom vyjadrovali vyhradu, upozoriiujeme na skutec-
nost uvedenou v bodu 6 pfilohy. Spole¢nost nakupuje pre-
vdznou ¢ast materidlu od své matefské spolecnosti
AGROBOHEMIE, as. Zaroven je jejim nejvyznamné&jsim
odbératelem AGROFERT HOLDING, as., akciondi materské
spole¢nosti. Cinnost spole¢nosti je do budoucna zdvisld na
pokracujicich obchodnich vztazich s témito subjekty.

Oveérili jsme téZ soulad ostatnich finan¢nich informaci
uvedenych v této vyro¢ni zprdvé s auditovanou ucetni
zdvérkou. Podle naseho ndzoru jsou tyto informace

ve vsech vyznamnych aspektech v souladu s ndmi
ovéfenou Ucetni zavérkou.

V Praze dne 20. dubna 2000

AUDITOR'S REPORT TO THE
SHAREHOLDERS OF LOVOCHEMIE, A.S.

Based upon our audit we issued the following audit report
dated March 27, 2000 on the financial statements which
is included in this annual report:

We have audited the accompanying financial statements of
Lovochemie, as. for the year ended December 31, 1999.
The Board of Directors is responsible for the

preparation of the financial statements and for maintaining
accounting records in accordance with relevant laws

and regulations. Our responsibility is to express an opinion
on the financial statements, taken as a whole, based

on our audit.

We conducted our audit in accordance with Act

No. 524/1992 Coll. on Auditors and the Chamber of
Auditors of the Czech Republic, and the auditing standards
issued by the Chamber of Auditors. Those standards
require that we plan and conduct the audit to obtain
reasonable assurance about whether the financial
statements are free of material misstatements. An audit inc-
ludes examining, on a test basis, the accounting records
and other evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes an assessment of the accounting principles used
and significant estimates made by the Company in the
preparation of the financial statements, as well as
evaluation of the overall financial statements presentation.
We believe that our audit provides a reasonable basis for
our opinion on the financial statements.

In our opinion, the financial statements present fairly,

in all material respects, the assets, liabilities and equity of
Lovochemie,as, as of December 31, 1999, and the results
of its operations for the year then ended in accordance
with Act No. 563/1991 Coll. on Accounting and relevant
accounting regulations.

Without qualifying our opinion, we draw attention to

Note 6 to the financial statements. The Company
purchases a majority of material from its parent company
AGROBOHEMIE, as. At the same time, the most important
customer of the Company is AGROFERT HOLDING, as.,
the shareholder of the parent company. The future
activities of the Company are dependent on the
continuing business relations with these companies.

We have reviewed other financial information included
in this annual report for consistency with the audited
financial statements. In our opinion, this information

is consistent, in all material respects, with the audited
financial statements.

Prague, April 20, 2000

Tulieidle ol Toucli
Auditorskd firma - Audit firm: DELOITTE & TOUCHE SPOL. S R.O.
licence ¢. 79 - License no. 79

L Ml
Odpovédny auditor - Statutory auditor: STANISLAV STANEK
dekret ¢. 1674 - Licence no. 1674
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